Novant Health and MedQuest Associates 8/15/2014 Comments on
Carolinas HealthCare System July 30, 2014 Public Hearing Comments
On the Draft 2015 State Medical Facilities Plan
Policy TE-1: Conversion of Fixed PET Scanners to Mobile PET Scanners

Carolinas HealthCare System (“CHS”) states its overall support for Draft 2015 SMFP
Policy TE-1 and the four conditions included in that policy. Inaddition, CHS suggests
three more requirements or conditions. Novant Health and MedQuest offer their
comments on these three additional conditions and the potential impact these
requirements may have on the implementation of new mobile PET scanners.

CHS Expresses Support for Policy TE-1 Condition #4 Prohibiting New Mobile PET
Vendors From Serving Host Sites in the Nineteen North Carolina Counties With
Existing Fixed PET/CT Scanners

SMEFP Policy TE-1 Condition #4 as proposed in the 2015 SMFP has the unintended
consequence of hampering the efforts of existing and developing health networks, often
comprised of large, medium, and small hospitals located in urban and rural areas of North
Carolina, to achieve cost savings by using their own mobile PET scanners to serve their
own hospitals and facilities. We believe that the goal of increasing mobile PET access in
rural areas and allowing health networks like Novant to serve their own hospitals and
facilities are complementary goals that can successfully co-exist — they do not need to be
mutually exclusive. One of the principles of the CON program is cost control. Providers
are encouraged to look for ways to reduce cost whenever possible, and to make the most
of their existing resources. That is exactly what Novant could do if allowed to convert an
existing PET scanner to a mobile PET scanner.

Policy TE-1, Condition #4 creates an uneven playing field for new mobile PET market
entrants, as the two existing Alliance Imaging mobile PET scanners would not be barred
in the future from the serving the 19 counties where there are existing fixed PET
scanners. In fact, today Al provides mobile PET services in counties where there are
existing fixed PET scanners including Mecklenburg, Guilford, and Iredell counties.

Thus, Condition #4 of the proposed draft 2015 SMFP Policy TE-1 has the unintended
consequence of giving the sole existing mobile PET vendor greater operational flexibility
in the geographies that can be served than would be afforded to new mobile PET market
entrants. This may unintentionally weaken the impact of competition and beneficial
choice for providers seeking to contract for the first time for mobile PET services or add
more mobile PET days of service. This handicaps new mobile PET providers and
provides the existing mobile PET provider with advantages not available to other future
mobile PET providers l

The nineteen counties that have fixed PET/CT scanners in operation today are listed in
the table below along with the county population. ~
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Counties With Fixed PET Scanners Excluded For Access to New Mobile PET Units

County Projected 2015 County Health Service Area
Population

Buncombe 255,061 I
Catawba 155,630 1
Forsyth 365,734 i1
Guilford 518,603 il
Alamance 154,869 {1
Mecklenburg 1,032,096 111
Union 219,403 11
Gaston 212,423 il
Cabarrus 192,552 1l
Iredell 169,133 111
Durham 296,679 1A'
Orange 143,105 v
Wake 1,055,322 v
New Hanover 221,812 v
Cumberland 336,340 \'
Moote 94,306 v
Pitt 176,885 )
Craven 104,566 \'
Nash 94,134 \'
TOTAL-19 5,748,662
Counties
North Carolina 10,055,337

Source: 2015 Draft SMFP and Office of State Management & Budget County Population Estimates for 2010-2019"
OSMB County Population Table is attached to this comment.

The above table shows that aimost 5.8 Million North Carolina residents of the above 19
counties would not have the option to have access to mobile PET services from any of the
new mobile PET providers and would be left with Alliance Imaging as the only option.
This represents 38% of North Carolina’s population that is carved out of the geographies
that can be served by new mobile PET providers that converted a fixed PET scanner to a
mobile. The unintended consequence of the implementation of Policy TE-1as drafted is
that it creates a two-tier system where Al is able to serve all 100 North Carolina Counties
and new mobile PET market entrants can only serve 81 North Carolina counties and the
two most populous counties in North Carolina (Wake and Mecklenburg) are off limits to
new mobile PET providers. Surely, this approach does not promote long overdue and
beneficial competition and choice in mobile PET services.

'NC Office of State Management and Budget County Population estimates for 2010-2019 were used in the
above table. Specifically, the county population estimates for July 2015 were used, as CY 2015 would be
the first year under the 2015 SMFP that providers could file a CON Application to seek the state’s approval
to convert their previously CON-approved fixed PET scanner to a new mobile PET scanner.



To ensure the beneficial impact of competition and related cost reduction opportunities,
the language of Condition #4 should be adjusted to permit Novant Health and other new
entrants to the mobile PET market to have the ability to serve their own hospitals and
facilities’. A provider secking to convert a fixed unit of equipment to a mobile unit will
only undertake this conversion if the regulatory structure and criteria encourages
operational efficiency and financial feasibility and the ability to lower the cost of
healthcare at its own facilities. This conversion policy offers a critical step in introducing
competition in a closed market where one provider has controlled all mobile PET service
availability for more than a decade.

In the 7/30/14 Novant Health and MedQuest comment/petition asked the SHCC to
consider one recommended change to the language of condition #4 of SMFP Policy TE-
1. It was an amendment of the language of Condition #4 which prohibits a new mobile
PET provider from offering mobile PET services in counties with an existing fixed PET
scanner. Novant Health and MedQuest would ask that committee members consider and
support an addendum to Policy TE-1 Condition #4 that would allow a provider proposing
to convert a fixed PET to a mobile PET the ability to serve its own related and affiliated
entities in any county regardiess of whether there is an existing fixed PET scanner in that
county.

The language of Policy TE-1, Condition #4 could be supplemented as follows:

“...the converted mobile PET scanner...shall not serve any mobile host facility in a
county where any existing or approved fixed PET scanner is located, except as required
by subpart (1) above...or except if the mobile PET host site is an owned, related, or
affiliated entity of the mobile PET vendor or ifs parent organization.”

CHS Recommends Including A Requirement That The Fixed PET Scanner Proposed
Jor Conversion be Underutilized

As an initial matter, CHS does not define what is meant by “underutilized.” More
specifically, the framework of the Policy TE-1 acknowledges that underutilized fixed
PET capacity exists hence the conversion to a mobile unit in order to increase utilization.
It is unnecessary to add an “underutilized” requirement to the policy. The language of
Policy TE-1 as proposed in the draft 2015 SMFP seems to contemplate the inclusion of
existing and approved fixed PET scanners as eligible for conversion to mobile PET. The
first sentence of Policy TE-1 says: “Facilities with an existing or approved fixed PET
scanner may apply for a Certificate of Need (CON) to convert the existing or approved
PET scanner to a mobile PET scanner...” Novant Health and MedQuest support the
language of the first sentence of Policy TE-1 as presented in the draft 2015 SMFP so that
both existing and previously CON-approved fixed PET scanners would be eligible for
conversion to a mobile PET scanner.

? For the SHCC’s consideration, Novant Health/MedQuest’s proposed language to supplement the existing
language of Condition #4 of SMFP Policy TE-1 is discussed extensively in its July 30, 2014
comment/petition submitted to the DHSR Planning Section,



CHS Suggests A Limit of Two Fixed PET to Mobile PET Conversions in a Calendar
Year

Novant Health and MedQuest concur with CHS’s statement that “there is a need for
additional mobile PET capacity....” In considering CHS’s recommendation for “some
limitation™ placed on the annual number of fixed to mobile PET conversions, the SHCC
and DHSR Planning staff may want to consider how a defined quantitative limit on
annual new mobile PET scanners, somewhat analogous to an annual SMFP need
determination, would interact with the provision of Policy TE-1 specifying that “facilities
with an existing or approved fixed PET scanner may apply for a Certificate of Need
(CON) to convert the existing or approved PET scanner to a mobile PET scanner.” As a
practical matter such a limitation would specify the maximum new mobile PET scanners
that could be approved annually. So hypothetically, if there were three CON applicants
in one year for fixed to mobile PET conversions and the limit was two new mobile PET
scanners per year, then only two of the three CON applications could be approved. It is
important to remember that these applicants were previously approved to offer fixed PET
services. It is unlikely that a multitude of providers will undertake a mobile PET
conversion and those providers that are able to successfully do so should not be limited
by a maximum number of approvals. This limitation increases the potential that the
unsuccessful applicant would consider filing an appeal, which would delay the
development of additional mobile PET scanners until such litigation is resolved and
Certificates of Need for new mobile PET scanners could be issued by the state. CON
litigation is both costly and time-consuming. Therefore, Novant and MedQuest do not
support a maximum limit on the number of conversions that can be approved.

CHS Proposes the Establishment of a Single CON Application Filing Deadline Each
Year to Promote the Competitive Review of Fixed to Mobile PET Conversion CON
Applications

Novant and MedQuest do not support the encouragement of a competitive review for the
conversion of fixed to mobile PET scanners. The applicants for a mobile PET
conversion will be providers that have been previously approved by the Certificate of
Need Section to offer fixed PET services. Considering this policy allows for conversion
of existing resources and will not increase overall PET equipment inventory, there is no
valid basis for the requirement of a competitive review when considering previously
CON-approved equipment. There is no clear rationale to compare applications
competitively when the potential applicants’ service areas could vary dramatically. The
moratorium on mobile PET capacity, which has lasted for well over a decade, has
impacted patients in service areas across the State. The intent of Policy TE-1 isto
improve accessibility and increase capacity for mobile PET services for residents of
North Carolina as soon as possible.

File: NovantHealthMedQuestCommentOnCHSJuly30COmmentsMobilePETFINAL08.15.14.docx



ATTACHMENT A - POPULATION TABLES
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