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NURSING HOME SERVICES

Public Chapter No. 1112, Senate Bill No. 2463, which passed during the 1998 legislative session,
amended and changed the code sections establishing the bed need formula that the Health
Facilities Commission must follow when granting certificates of need for nursing home beds in
Tennessee. During a fiscal year (July 1-June 30), the Commission shall issue no more than the
designated number of Medicare skilled nursing facility beds for applicants filing for a certificate
of need. The number of Medicare skilled nursing facility beds issued shall not exceed the
allocated number of beds for each applicant. The applicant must also specify in the application
the skilled services to be provided and how the applicant intends to provide such services.

A. Need

1. According to TCA 68-11-108, the need for nursing home beds shall be determined by
applying the following population-based statistical methodology:

County bed need =  .0005 x pop. 65 and under, plus
.0120 x pop. 65-74, plus
.0600 x pop. 75-84, plus
.1500 x pop. 85, plus

2. The need for nursing home beds shall be projected two years into the future from the
current year, as calculated by the Department of Health.

3. The source of the current supply and utilization of licensed and CON approved nursing
home beds shall be the inventory of nursing home beds maintained by the Department
of Health.

4. “Service Area” shall mean the county or counties represented on an application as the
reasonable area to which a health care institution intends to provide services and/or in
which the majority of its service recipients reside. A majority of the population of a
service area for any nursing home should reside within 30 minutes travel time from that
facility.

5. The Health Facilities Commission may consider approving new nursing home beds in
excess of the need standard for a service area, but the following criteria must be

considered:

a.  All outstanding CON projects in the proposed service area resulting in a net
increase in beds are licensed and in operation, and

b.  All nursing homes that serve the same service area population as the
applicant have an annualized occupancy in excess of 90%.
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B. Occupancy and Size Standards:

1. A nursing home should maintain an average annual occupancy rate for all licensed
beds of at least 90 percent after two years of operation.

2. There shall 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 95 percent. The circumstances of any nursing home, which has
been identified by the Regional Administrator, as consistently noncomplying with
quality assurance regulations shall be considered in determining the service areas,
average occupancy rate.

3. A nursing home seeking approval to expand its bed capacity must have
maintained an occupancy rate of 95 percent for the previous year.

4. A free-standing nursing home shall have a capacity of at least 30 beds in order to
be approved. The Health Facilities Commission may make an exception to this
standard. A facility of less than 30 beds may be located in a sparsely populated
rural area where the population is not sufficient to justify a larger facility. Also, a
project may be developed in conjunction with a retirement center where only a
limited number of beds are needed for the residents of that retirement center.
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