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                                                                                                                            Nursing Home Services 

CERTIFICATE OF NEED 
REVIEWED BY THE DEPARTMENT OF HEALTH 

DIVISION OF POLICY, PLANNING AND ASSESSMENT 
615-741-1954 

 
DATE: March 31, 2016 
  
APPLICANT: NHC Healthcare-Kingsport 
 2300 Pavilion Drive 
 Kingsport, Tennessee 37660-4622 

 
CN1601-003 

  
CONTACT PERSON: Bruce Duncan 
 100 Vine Street, 12th Floor 
 Murfreesboro, Tennessee 37130 
  
COST: $109,800 
In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of 
2002, the Tennessee Department of Health, Division of Policy, Planning, and Assessment, reviewed 
this certificate of need application for financial impact, TennCare participation, compliance with 
Tennessee’s State Health Plan, and verified certain data.  Additional clarification or comment 
relative to the application is provided, as applicable, under the heading “Note to Agency Members.” 
 
SUMMARY: 
The applicant, NHC HealthCare-Kingsport, LLC, located at 2300 Pavilion Drive, Kingsport, 
Tennessee 37660-4622, seeks Certificate of Need (CON) approval for the addition of 8 new 
Medicare SNF nursing home beds to the existing 52 bed nursing home facility. 
 
NHC HealthCare-Kingsport is a contemporary skilled nursing facility with 52 private patient rooms 
complemented by significant PT/OT and Speech Rehabilitation space offering state of the art 
equipment and therapies. 
 
This project does not involve new construction, with only minor renovation planned which will 
primarily involve the addition of furniture and over bed lighting.  The total square foot to be 
renovated is 2,304 and will cost $15,000, or $6.51 per square feet. 
 
NHC HealthCare-Kingsport, LLC has one member, NHC/OP, L.P.  NHC/OP, L.P. owns 100% of The 
Health Center of Hermitage, LLC NHC/OP, L.P., also owns 100% in other nursing facilities in 
various states.  The applicant provides information regarding ownership in Attachment Section A, 
Applicant Profile - 4 Type of Ownership or Control. 
 
The total estimated project cost is $109,800 and will be funded through cash reserves as indicated 
in a letter from the Senior Vice President and Controller of NHC in Section C-Economic Feasibility-2. 
 

GENERAL CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all of the general criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 
NEED: 
NHC HealthCare-Kingsport’s service area is Sullivan County.  The total Sullivan County population is 
projected to be 159,938 in 2016, increasing to 159,393 in 2018, an increase of 0.3%.  The Sullivan 
County 65+ population is projected to be 34,510 in 2016, increasing to 36,290 in 2018, an 
increase of 5.2%. 
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NHC HealthCare-Kingsport was formally known as Indian Path Pavilion.  The original structure has 
a total of 47,381 square feet.  NHC Indian Path Transitional Care closed in 12/2014 and NHC 
HealthCare was licensed on 12/4/2014.  NHC stated in the original CON to establish NHC 
HealthCare-Kingsport that their plans were to make the facility compliant with current building 
codes and meet Agency requirements for licensed nursing beds, create a contemporary nursing 
facility providing extensive rehab services, and provide an inventory of 52 licensed beds with the 
ability to expand to 60 beds as the market dictates.  According to the applicant, the center is now 
experiencing capacity occupancy given the nature of the turnover and rehab services it provides. 
 
NHC HealthCare-Kingsport services include: nursing services, rehabilitation services, dietary 
services, medical director, consultant services such as dietitians, pharmacists, gerontologists, 
therapists, and social workers, housekeeping, laundry, patient assessment program, Discharge 
planning, respite care, and sub-acute care. 
 

Sullivan County Nursing Home Utilization, 2014 
 

County Nursing Home Licensed. 
Beds 

Total Days 
of Care 

Licensed 
Occupancy 

Sullivan Brookhaven Manor 180 43,840 66.7% 
Sullivan Greystone Health Care Center 160 43,992 75.3% 
Sullivan Holston Manor 204 56,861 76.4% 
Sullivan Indian Path Medical Center 22 6,128 76.3% 
Sullivan NHC HealthCare- Kingsport 52 150 0.8% 
Sullivan The Cambridge House 130 42,280 89.1% 
Sullivan The Wexford House 174 56,610 89.1% 

Total  900 255,989 74.3% 
Joint Annual Report of Nursing Homes, 2014 Final, Tennessee Department of Health Division of Policy, Planning, and Assessment 
NHC Indian Path Transitional Care closed in 12/2014 and NHC HealthCare was licensed on 12/4/2014. 
 
The applicant states the CON should be granted for the following reasons:  NHC has a long history 
of providing quality long term care services in Sullivan County.  The additional beds will help local 
residents in need of skilled/rehab services to receive those services in their center of choice.  The 
proposed project is financially feasible, and it promotes the orderly development of existing 
healthcare system in that it adds needed beds in an existing physical plant adjacent to a large 
hospital system, Indian Path Medical Center, and the project is supported by the community. 
 
The Department of Health, Division of Policy, Planning, and Assessment calculated the nursing 
home bed need for Sullivan County to be 1,696.  Subtracting the current 900 beds in the service 
area and CN1401-012 Christian Care Center of Bristol’s 120 replacement beds, a need exists for 
676 beds. 
 
TENNCARE/MEDICARE ACCESS: 
This project is for Medicare SNF beds.  The applicant will participate in Medicare but not 
Medicaid/TennCare. 
 
In year one, the applicant projects Medicare revenues of $3,788,991 or 42% of total net operating 
revenues. 
 
ECONOMIC FACTORS/FINANCIAL FEASIBILITY: 
The Department of Health, Division of Policy, Planning, and Assessment have reviewed the Project 
Costs Chart, the Historical Data Chart, and the Projected Data Chart to determine if they are 
mathematically accurate and if the projections are based on the applicant’s anticipated level of 
utilization.  The location of these charts may be found in the following specific locations in the 
Certificate of Need Application or the Supplemental material: 
 



__________________________________________________________________________________________________ 
DOH/PPA/…CON#1601-003                                                                                                NHC Healthcare- Kingsport 
                                                                                                                            Nursing Home Services 

 

 Project Costs Chart:  The Project Costs Chart is located on page 137 0f the application.  
The total project cost is $109.800. 

 
 
Historical Data Chart: The Historical Data Chart is located on page 157 of the application.  
The applicant reported 150 patient days in in 2014 and 13,042 patient days from 1/15 -
11/15, with net operating income of ($691,568) and ($2,026,390) each year, respectively. 

 
Projected Data Chart: The Projected Data Chart is located on page 51 if Supplemental 1.  
The applicant projects 20,774 and 20,991 patient days in years one and two, with net 
operating revenues of ($709,823) and ($660,016). 

 
The applicant’s proposed Medicare, Managed care, and private pay charges are as follows: 
 

Proposed Medicaid, Medicare, and Private Pay Charges 
 Year 1 Year 2 

Medicare $434.04 $442.72 

Managed Care $460.80 $470.02 

Private Pay $239.20 $248.77 

 
The applicant provides the estimated Nursing Home Rates for other Sullivan County providers in 
Section C-Economic Feasibility-6b. 
 
NHC-Kingsport considered several alternatives to the proposed project.  The applicant considered 
more than 8 beds but rejected this because 8 beds will allow maximum efficiency of operation and 
design bringing the bed total to 60 beds. 
 
NHC-Kingsport considered fewer than 8 beds but this was also rejected based on project financial 
feasibility and their goal of increased operational efficiency. 
 
The applicant chose an alternative to new construction by deciding to utilize existing space within 
the facility. 
 
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE: 
NHC-Kingsport has transfer agreements with Health South Rehabilitation Hospital, Indian Path 
Medical Center, Select Specialty Hospital-TriCities, Wellmont Bristol Regional Medical Center, 
Wellmont-Holston Valley Medical Center, and other Kingsport, Sullivan County and surrounding 
providers.  Additionally, NHC-Kingsport has contractual relationships with the Medical Director, 
Dietary Consultant, Physical Therapist, Medical Records Consultant, and various therapists, 
physicians, Pharmacist, dentists, optometrists, gerontologists and specialists.  
 
NHC HealthCare Corporation is one of the largest providers of post-acute care beds and services in 
Tennessee.  This project will serve as an expansion of needed skilled nursing home beds and 
service to the residents of Sullivan County.  This project will not have any negative effects on the 
health care system; there will be no duplication competition because of the 8 beds as they 
represent only a small portion of the 667 beds need in the service area. 
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The applicant’s current and projected staffing is provided below. 
 

Position Current 
FTE 

Year One 
FTE 

RN 4.2 4.2 

LPN 10.5 10.5 

Nurse’s aides 28 32.3 

Sub-total Direct Nursing Care 42.7 47.0 

Other Clinical 5.0 5.0 

Total Direct patient Care 47.7 52.0 

Direct Patient Care Staffing ratio (hours per patient per day) 5.23 5.00 

 
The applicant has established relationships with East Tennessee State University, Milligan College, 
King College, Northeast State Technical Community College, CNT School, Nashville Area Technical 
School, and Tennessee State Vocational College to aid in recruitment of qualified nursing 
personnel. 
 
NHC-Kingsport is licensed by the Tennessee Department of Health, Board for Licensing Healthcare 
Facilities. 

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 

STATE HEALTH PLAN 
CERTIFICATE OF NEED STANDARDS AND CRITERIA  

FOR NURSING HOME SERVICES 
 

 
The Health Services and Development Agency (HSDA) may consider the following standards and 
criteria for applications seeking to provide nursing home services as defined by Tennessee Code 
Annotated (TCA) Section 68-11-201(28). Rationale statements are provided for standards to 
explain the Division of Health Planning’s (Division) underlying reasoning and are meant to assist 
stakeholders in responding to these Standards and to assist the HSDA in its assessment of 
certificate of need (CON) applications. Existing providers of nursing home services are not affected 
by these Standards and Criteria unless they take an action that requires a new CON for such 
services.   
 
 
NOTE:  TCA Section 68-11-1622 states that the HSDA “shall issue no certificates of need for new 
nursing home beds, including the conversion of hospital beds to nursing home beds or swing 
beds,” other than a designated number of such beds per fiscal year, “to be certified as Medicare 
skilled nursing facility (SNF) beds….” Additionally, this statute states that the number of Medicare 
SNF beds issued under this section shall not exceed the allotted number of such beds per 
applicant. The applicant should also specify in the application the skilled services to be provided 
and how the applicant intends to provide such skilled services. 
 
NOTE:  An applicant that is not requesting a CON to add new nursing home beds shall have its 
application reviewed by the HSDA staff and considered by the HSDA pursuant to TCA Section 68-
11-1609. 
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Standards and Criteria 
 

1. Determination of Need. 
 

The need for nursing home beds for each county in the state should be determined by 
applying the following population-based statistical methodology: 
 

Need =  .0005 x population 65 and under, plus 
 .012 x population 65-74, plus 

    .060 x population 75-84, plus 
    .150 x population 85 + 
 
The Department of Health, Division of Policy, Planning, and Assessment calculated the 
nursing home bed need for Sullivan County to be 1,696.  Subtracting the current 900 beds 
in the service area and CN1401-012 Christian Care Center of Bristol’s 120 replacement 
beds, a need exists for 676 beds. 
 

2. Planning horizon:  The need for nursing home beds shall be projected two years into the 
future from the current year.  
 
NHC HealthCare-Kingsport’s service area is Sullivan County.  The total Sullivan County 
population is projected to be 159,938 in 2016, increasing to 159,393 in 2018, an increase 
of 0.3%.  The Sullivan County 65+ population is projected to be 34,510 in 2016, 
increasing to 36,290 in 2018, and increase of 5.2%. 
 

3. Establishment of Service Area: A majority of the population of the proposed Service 
Area for any nursing home should reside within 30 minutes travel time from that facility. 
Applicants may supplement their applications with sub-county level data that are available 
to the general public to better inform the HSDA of granular details and trends; however, 
the need formula established by these Standards will use the latest available final JAR data 
from the Department of Health. The HSDA additionally may consider geographic, cultural, 
social, and other aspects that may impact the establishment of a Service Area.  

 
The applicant’s service area is within 30 minutes travel time from the facility. 
 

4. Existing Nursing Home Capacity: In general, the Occupancy Rate for each nursing 
home currently and actively providing services within the applicant’s proposed Service Area 
should be at or above 90% to support the need for any project seeking to add new 
nursing home beds within the Service Area and to ensure that the financial viability of 
existing facilities is not negatively impacted. 

 
Sullivan County Nursing Home Utilization, 2014 

 
County Nursing Home Licensed. 

Beds 
Total Days 

of Care 
Licensed 

Occupancy 
Sullivan Brookhaven Manor 180 43,840 66.7% 
Sullivan Greystone Health Care Center 160 43,992 75.3% 
Sullivan Holston Manor 204 56,861 76.4% 
Sullivan Indian Path Medical Center 22 6,128 76.3% 
Sullivan NHC HealthCare- Kingsport 52 150 0.8% 
Sullivan The Cambridge House 130 42,280 89.1% 
Sullivan The Wexford House 174 56,610 89.1% 

Total  900 255,989 74.3% 
Joint Annual Report of Nursing Homes, 2014 Final, Tennessee Department of Health Division of Policy, 
Planning, and Assessment 
NHC Indian Path Transitional Care closed in 12/2014 and NHC HealthCare was licensed on 12/4/2014. 
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5. Outstanding Certificates of Need: Outstanding CONs should be factored into the 

decision whether to grant an additional CON in a given Service Area or county until an 
outstanding CON’s beds are licensed. 
 
There are no outstanding CONs in the service area. 
 

6. Data:  The Department of Health data on the current supply and utilization of licensed and 
CON-approved nursing home beds should be the data source employed hereunder, unless 
otherwise noted. 

 
The applicant complies. 
 

7. Minimum Number of Beds: A newly established free–standing nursing home should 
have a sufficient number of beds to provide revenues to make the project economically 
feasible and thus is encouraged to have a capacity of least 30 beds. However, the HSDA 
should consider exceptions to this standard if a proposed applicant can demonstrate that 
economic feasibility can be achieved with a smaller facility in a particular situation.  
 
Not applicable. 
 

8. Encouraging Facility Modernization: The HSDA may give preference to an application 
that: 

a. Proposes a replacement facility to modernize an existing facility. 
 

b. Seeks a certificate of need for a replacement facility on or near its existing facility 
operating location. The HSDA should evaluate whether the replacement facility is 
being located as closely as possible to the location of the existing facility and, if 
not, whether the need for a new, modernized facility is being impacted by any 
shift in the applicant’s market due to its new location within the Service Area. 

 
c. Does not increase its number of operating beds.  

 
In particular, the HSDA should give preference to replacement facility applications that are 
consistent with the standards described in TCA §68-11-1627, such as facilities that seek to 
replace physical plants that have building and/or life safety problems, and/or facilities that 
seek to improve the patient-centered nature of their facility by adding home-like features 
such as private rooms and/or home-like amenities. 

 
 Not applicable. 
 

9. Adequate Staffing: An applicant should document a plan demonstrating the intent and 
ability to recruit, hire, train, assess competencies of, supervise, and retain the appropriate 
numbers of qualified personnel to provide the services described in the application and 
that such personnel are available in the proposed Service Area. However, when 
considering applications for replacement facilities or renovations of existing facilities, the 
HSDA may determine the existing facility’s staff would continue without significant change 
and thus would be sufficient to meet this Standard without a demonstration of efforts to 
recruit new staff. 
 
The applicant is currently fully staffed and requires only a minimal staffing addition of 4.0 
FTE nurse’s aides by year two. 
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The applicant’s current and projected staffing is provided below. 
 

Position Current 
FTE 

Year One 
FTE 

RN 4.2 4.2 

LPN 10.5 10.5 

Nurse’s aides 28 32.3 

Sub-total Direct Nursing Care 42.7 47.0 

Other Clinical 5.0 5.0 

Total Direct patient Care 47.7 52.0 

Direct Patient Care Staffing ratio (hours per patient per day) 5.23 5.00 

 
 

10. Community Linkage Plan: The applicant should describe its participation, if any, in a 
community linkage plan, including its relationships with appropriate health care system 
providers/services and working agreements with other related community services to 
assure continuity of care.  If they are provided, letters from providers (including, e.g., 
hospitals, hospice services agencies, physicians) in support of an application should detail 
specific instances of unmet need for nursing home services. 

 
NHC-Kingsport has transfer agreements with Health South Rehabilitation Hospital, Indian 
Path Medical Center, Select Specialty Hospital-TriCities, Wellmont Bristol Regional Medical 
Center, Wellmont-Holston Valley Medical Center, and other Kingsport, Sullivan County and 
surrounding providers.  Additionally, NHC-Kingsport has contractual relationships with the 
Medical Director, Dietary Consultant, Physical Therapist, Medical Records Consultant, and 
various therapists, physicians, Pharmacist, dentists, optometrists, gerontologists and 
specialists.  

 

Linkages are developed by the center with other providers in Sullivan County to provide 
services not offered by the facility.  Sullivan County has over 24 home health agencies, 11 
hospice and 20 assisted living providers.  The applicant provides a listing on page 28 of the 
application. 

11. Access: The applicant should demonstrate an ability and willingness to serve equally all of 
the Service Area in which it seeks certification. In addition to the factors set forth in HSDA 
Rule 0720-11-.01(1) (listing the factors concerning need on which an application may be 
evaluated), the HSDA may choose to give special consideration to an applicant that is able 
to show that there is limited access in the proposed Service Area.  However, an applicant 
should address why Service Area residents cannot be served in a less restrictive and less 
costly environment and whether the applicant provides or will provide other services to 
residents that will enable them to remain in their homes. 

NHC-Kingsport provides post-acute care to primarily patients who are being discharged 
directly from an acute care hospital stay.  Patients spend an average of 20 days at their 
facility receiving skilled nursing care and rehabilitation services, and then are able to return 
to a less restrictive and less costly environment.  NHC is focused on decreasing hospital 
readmission rates to acute care providers. 
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12. Quality Control and Monitoring: The applicant should identify and document its 
existing or proposed plan for data reporting, quality improvement, and outcome and 
process monitoring systems, including in particular details on its Quality Assurance and 
Performance Improvement program as required by the Affordable Care Act.  As an 
alternative to the provision of third party accreditation information, applicants may provide 
information on any other state, federal, or national quality improvement initiatives. An 
applicant that owns or administers other nursing homes should provide detailed 
information on their surveys and their quality control programs at those facilities, 
regardless of whether they are located in Tennessee. 

NHC currently meets the Quality Assessment and Assurance requirements mandated by 
their survey regulations.  NHC centers actively monitor key patient outcomes and respond 
when data indicate a need; they review Quality Measure Data and work to improve the 
services provided to patients. 

The applicant has proposed regulations for Quality Assurance and Performance 
Improvement (QAPI) mandated ACA but these are not finalized. In the interim, NHC 
centers are reviewing CMS documents about QAPI and have drafted a QAPI purpose 
statement and principals for NHC centers as they develop their own QAPI plan. 

13. Data Requirements: Applicants should agree to provide the TDH and/or the HSDA with 
all reasonably requested information and statistical data related to the operation and 
provision of services at the applicant’s facility and to report that data in the time and 
format requested.  As a standard of practice, existing data reporting streams will be relied 
upon and adapted over time to collect all needed information. 

The applicant agrees to provide data to HSDA and TDH. 

 14. Additional Occupancy Rate Standards: 

a. An applicant that is seeking to add or change bed component within a Service Area 
should show how it projects to maintain an average occupancy rate for all licensed beds of 
at least 90 percent after two years of operation. 

The applicant projects an occupancy of 93.87% by year two. 
 

b. There should be no additional nursing home beds approved for a Service Area unless 
each existing facility with 50 beds or more has achieved an average annual occupancy rate 
of 90 percent.  In determining the Service Area’s occupancy rate, the HSDA may choose 
not to consider the occupancy rate of any nursing home in the proposed Service Area that 
has been identified by the TDH Regional Administrator as consistently noncomplying with 
quality assurance regulations, based on factors such as deficiency numbers outside of an 
average range or standards of the Medicare 5 Star program. 

No facility in the service area has an occupancy of 90%. 

c. A nursing home seeking approval to expand its bed capacity should have maintained an 
occupancy rate of 90 percent for the previous year.  

The applicant admissions for 2015 were 47.2 patients.  Also, for calendar year 2015, the 
center experienced an average of stay of 20.4 days. 


