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THE ACUTE CARE HOSPITAL PROPOSED BY HACKENSACK UNIVERSITY
MEDICAL CENTER AND ITS JOINT VENTURE PARTNER FOR THE FORMER

PASCACK VALLEY HOSPITAL SITE FAILS TO SATISF'Y THE CRITERIA FOR A
CERTIFICATE OF NEED: IT ISN'T NEEDED, AND IT WILL WEAKEN LONG-
ESTABLISHED AND TOP PERFORMING HOSPITALS IN BERGEN COUNTY.

I. EXECUTIVE SUMMARY.

ln September 2007, after six consecutive years of declining patient days and increasing

percentages of unoccupied beds, Pascack Valley Hospital (PVH), a general acute care hospital in

the town of Westwood in Bergen County, filed for bankruptcy. PVH was the least used acute

care hospital in the State. Three months later, in December 2007, the New Jersey Department of

Health and Senior Services (DHSS) granted PVH's application for a certificate of need (CN)

authorizing the termination of operations. DHSS found that the acute care hospitals in the region

had a surplus of licensed beds and that closing PVH would strengthen other hospitals by

increasing their occupancy rates.

Notwithstanding the boost to nearby hospitals from the former PVH patient base, the

occupancy rate for acute care hospitals in Bergen County has continued to decline, and it is

expected to continue to decline at least through 2015. Even though the population of Bergen

County is projected to age and presumably to need greater medical care, fewer inpatient hospital

beds will be needed because of countertrends in the health care industry that reduce the

frequency of hospital admissions, the scope of services performed in the hospitals, and the length

of hospital stays.

Because of technological advances, surgery can increasingly be performed on an

outpatient basis, and even when patients are admitted to the hospital, their stays are shorter.

Alternatives to hospital settings have expanded as well, including home care and assisted living.

The trend toward reduced hospital use is encouraged by health care payors -- insurers and the



govemment; it is enforced by the withering scrutiny of managed care administrators; and it is

enabled by a growing army of ambulatory surgery centers (ASCs), where patients can walk in for

surgery and walk out the same day. The trend is intensified (from the hospitals' perspective

"exacerbated") by the weak economy and by pressure to rein in the cost of Medicare and

Medicaid to cope with Federal and state budget crises. Because of the confluence of all these

factors, hospital admissions are declining even as the population ages. Bergen County has less

need for another acute care hospital now than it did in 2007 after PVH closed.

Excess bed capacity in Bergen County was demonstrated during Hurricane lrene, when

Englewood Hospital Medical Center ("Englewood") took in 63 patients from nearby facilities in

flood zones, principally from Palisades Medical Center, and Holy Name Hospital ("Holy Name")

took in 16 patients. The relocation was handled easily and in timely fashion, demonstrating the

hospitals' capacity to handle not only an increase in patients but an increase on an emergency

basis.

Notwithstanding the excess bed capacity in Bergen County, Hackensack University

Medical Center (HUMC) wants to refurbish PVH and reopen it as an acute care hospital.

HUMC says it wants to take the pressure off its Hackensack campus and to extract value from

the land and buildings that HUMC bought from PVH in bankruptcy for $45 million, essentially

on speculation because it had no permission to operate the site as an acute care hospital.

Presumably, HUMC also wants to make money with its for-profit partner and source of capital,

LHP Hospital Group Inc. ("LHP"), and to increase its share of the hospital market in Northern

New Jersey through reputation, sheer size, and -- should other hospitals fare poorly in the

competition -- survival of the fittest.



But ambition appears to have clouded HUMC's judgment. It invested $45 million for

land and buildings plus additional monies in an acute care hospital project for which it had no

license, and it committed itself to contribute an additional $8.6 million in cash through its joint

venture with LHP. Moreover, HUMC may have seriously underestimated the cost of renovation,

having budgeted $39 million for construction even though bringing the old facility up to code,

which is required to obtain a new CN, is likely to cost $88 million, according to a study

performed by Central Consulting & Contracting (See Section V below).

Finally, HUMC has chosen a for-profit partner with a checkered past. Of all the entities

with which it could have contracted to finance and operate an acute care hospital, HUMC settled

on one whose current Chairman and CEO were executives with Columbia/HCA (now HCA) in

the 1990's, when Columbia/HCA was implicated in the largest Medicare fraud in U.S. history.

At the time, these executives were supervising dozens of Columbia/HcA hospitals found guilty

of Medicare fraud. The aggregate fines and penalties totaled $ l.7 billion - the largest amount

ever assessed for Medicare fraud. (,See Section IV below.)

No compelling public policy or health care rationale justifies HUMC or any other entity

seeking to operate another acute care hospital in a market that is oversupplied. When PVH

closed, DHSS made very clear that an acute care hospital wasn't needed in Westwood because it

would merely add to the growing surplus of hospital beds in the region. At the same time, a

healthcare commission created to srudy the increasing financial distress of acute care hospitals in

New Jersey (the Reinhardt Commission) confirmed the oversupply of hospital beds in New

J ersey, especial ly in the Hackensack/Ridgewood/P aterson region.

Since PVH closed, Englewood and the other health care providers within l2 miles of

Westwood have provided unintemrpted access to comprehensive, high quality medical services



to the communities once served by PVH. No gaps in service have developed, and there is no

unmet need.

The statute and the regulations governing certificates of need state that no certificate of

need shall be issued unless the proposed facility "is necessary to provide required health care in

the area to be served." N.J.5.A.26:2H-8; N.J.A.C. 8:33-4.9. Indisputably, un acute care hospital

at the former PVH site isn't necessary. The hospital was permitted to close in2007 precisely

because other hospitals in the area were deemed more than capable of meeting the need for

inpatient beds, emergency care, and other medical services. Since that time, the need for

inpatient beds has decreased, the surplus of beds has increased, and access to emergency care in

Bergen County has vastly improved.

The statute and regulation governing certificates of need also state that no certificate of

need shall be issued unless the proposed facility "will not have an adverse economic or financial

impact on the delivery of health care services in the region" and unless it "will contribute to the

orderly development of adequate and effective health care servic es." Id. Together, these two

critena stand for the proposition that a certificate of need should not be granted where the

proposed facility would degrade the delivery of health care elsewhere in the region.

When PVH closed, its patients were absorbed by other area hospitals, principally in

Bergen County. If the former PVH facility reopens, patients will flow back to it from the other

hospitals. This will materially reduce the hospitals' occupancy rates and revenues and will

threaten their financial stability, their ability to provide jobs, and their ability to deliver charity

care through the clinics and clinical programs that serve the underserved -- people who have

little money and no medical insurance. In a time of declining hospital admissions, it is a worse

than zero-sum proposition. If HUMC wins, the other hospitals lose, and so will the communities



they serve. The CN statute and regulations do not permit that. In short, HUMC and its for-profit

partner are asking DHSS to do what New Jersey hospital law does not permit - place an acute

care hospital where it isn't needed, to the detriment of long-established, top performing hospitals

in the same county.

The solution that would best serve the residents of northeast Bergen County and not

disserve the other area hospitals or the integrity of the certificate of need process is for the

former PVH site to become a comprehensive outpatient medical center, some 50 of which have

sprung up across the country in closed hospitals, bankrupt shopping centers, and other such sites,

providing an array of services from adult day care, sub-acute nursing care, and substance abuse

treatment to physician offices, pharmacies, imaging centers, and same-day surgery. Such a

facility would serve the community, provide jobs, and create tax ratables while posing no threat

to the delivery of acute care by area hospitals. It would be the highest and best use of the former

PVH premises, consistent with law, public policy, and community need.

DHSS may wish to give HUMC an opportunity to address the foregoing concerns. To

assist that process, we attach a list of supplementary completeness

questions that DHSS could serye on HUMC. (,See Exhibit JJ).



II. FACTUAL BACKGROUND

A. PVH goes bankrupt and closes.

In September 2007, PVH entered Chapter 11 bankruptcy. Three months later, on

December 28,2007, DHSS issued a CN authoizingthe hospital to close. (Exhibit A hereto).

The CN provided that a purchaser of the hospital's physical plant could apply for a transfer of

the license and reopen the hospital within two years, i.e.,by December 28,2009.

The condition granting 24 months to reactivate the PVH license wasn't a statement that

the hospital was needed, as HUMC contends. To the contrary, with five hospitals in Bergen

County within 12 miles of PVH and the total number of unoccupied licensed beds in the county

far exceeding the average daily census for each individual bed category provided at PVH, DHSS

was unmistakably clear that PVH wasn't needed as an acute care hospital:

[T]here will be sufficient regional bed capacity to meet the need
for inpatient acute care services, even after closure of the PVH.
[Exhibit A at 3].

DHSS fuither found that not only would the closure of PVH reduce overcapacity, but it

would strengthen the other regional hospitals:

As to whether the discontinuance of acute inpatient services at
PVH would contribute to the orderly development of adequate and
effective health care services, I find that the discontinuance would
strengthen the nearby hospitals located in PVH's service area by
increasing their occupancy and contributing toward rationalizing
the delivery of inpatient acute care services in the region. [1d.;
emphasis addedl.

The DHSS predictions proved accurate. Bed capacity is more than adequate as

occupancy continues to decline, and the remaining acute care hospitals in Bergen County have

been strengthened by increases in patient volume resulting from the closure of PVH, as discussed

further in Section III below.

B. HUMC buys PVH'S assets and seeks to reopen the facilify.



ln the PVH closure, HUMC saw an opportunity to expand its business in Bergen County.

In June 2008, in a joint venture with Touro University, HUMC bought the physical assets of

PVH {iom the bankruptcy estate for $45 million and the furniture, fixtures, and equipment (FF &

E) for an additional 52.55 million. (Exhibit B at 4). The asset purchase agreement did not

transfer a license for an acute care hospital, and HUMC later paid $600,000 to the debtor's estate

in bankruptcy to settle ownership of the PVH license. (Exhibit C at 3). HUMC also bought

PVH's license to operate a mobile intensive care unit in l8 municipalities, together with related

equipment, for $3.6 million. In 2011, Touro sold its interests in the PVH property to HUMC,

which now controls the entire PVH property. (Exhibit N at 39-40).

Looking for financial and administrative support in renovating and operating the former

PVH premises as an acute care hospital, HUMC partnered with LHP Hospital Group, Inc. (LHP),

a fbr-profit entity based in Texas. Through affiliates, LHP would manage the day-to-day

operations of the hospital for a fee tied to net revenues, and, in retum for a contribution of $71.5

million in cash, would take a 650/o interest in the venture. (See Exhibit D [Management

Agreement, excerptedl at l-6, Exhibit E [Contribution Agreement, excerpted] at 1-2, and

Exhibit F ILLC Agreement, excerptedl at 15-16). HUMC agreed to contribute the PVH assets

and $8.6 mil l ion in cash. (Exhibit E at l) .

In the 1990's, the Chairman and CEO of LHP were executives with Columbia/HCA and

supervised hospitals that participated in a Medicare fraud scheme for which Columbia/HCA was

fined or otherwise penalized a total of $ 1 .7 billion, the largest aggegate fine ever assessed for

Medicare fraud. A list of hospitals participating in the fraud while under the supervision of these

executives is appended as Exhibit BB. Pursuant to HUMC's joint venture zurangement with



LHP, these executives would ultimately be in charge of managing HUMC North and looking for

ways to increase its net revenues to increase LHP's management fee.

C. HUMC gains political supPort.

On July 31, 2008, HUMC applied to DHSS for transfer of the PVH license and

permission to reopen a general acute care hospital at the site. Nearly a year later, in May 2009,

DHSS deemed the application complete, but in July 2009, HUMC asked that the application be

placed on hold. The press reported at the time that HUMC had learned that DHSS would likely

deny the application, (Exhibit G).

In the summer of 2009, candidate Chris Christie, while campaigning in the section of

Bergen County that had been served by PVH, promised that if he were elected Governor, he

would supporl the reopening of PVH. (Exhibit H). ln November 2009, Chris Christie was

elected Govemor. On January 5,2070, LHP/HUMC asked that its application to transfer the

PVH license be reactivated, and on January 19, 2010, Governor Christie was inaugurated. As it

turned out, DHSS declined to reactivate the application, the two-year window for transferring the

license having closed on December 28, 2009.

D. LHP/HUMC takes an alternate tack.

Nearly ayear later, on December 16,2010, LHP/HUMC began the alternate process of

petitioning DHSS to issue a call for CN applications for a 128-bed acute care hospital at the PVH

site. (Exhibit I). Even though no call for acute care hospitals had been issued at least since

dercgulation in 1992, and even though none of the more than 20 acute care hospitals that have

closed in New Jersey in the last 20 years has reopened, DHSS granted the petition, issuing a

special call on February I 8, 201 I (Exhibit J), despite hard evidence that the closure of PVH did

not result in under-capacity and in fact strengthened the other Bergen County acute care

ho spital s, enhancin g their financi al stability.



The February 18, 201I call was custom-tailored for LHP/HUMC. DHSS cancelled the

five-year statewide call provided for in N.J.A.C. 8:33-4.2(a)2 - something that had never been

done before -- and restricted the call to applicants (a) having site control of property in

Westwood, Bergen County, (b) owning a facility that previously operated as a hospital and could

be retumed to service quickly, and (c) seeking licensure of not more than 130 beds. Only

LHP/HUMC fulfilled these requirements. In response to the call, LHP/HUMC filed an

application for a CN to operate a general acute care hospital on the former PVH site.

LHP/HUMC tacitly conceded that it could not show a need for a new acute care hospital

in Bergen County using official figures for hospital occupancy or the CN criteria in the Health

Care Facilities Planning Act. Instead, its petition, quoted below, argued that PVH should be

reopened because a hospital would provide employment and additional slots for physician

training that would be funded by Medicare. (Exhibit I at 3I):

Traditionally the Certificate of Need process has been solely
concerned with the documentation of the need for health care
services, while ignoring the larger role that hospital and health care
services play in each community. Slowly, policy makers have
come to rcalize that decisions on health care cannot be made in a
vacuum, but rather must also take into account a myriad of related
social, economic, and other factors, including impact on local
employment, potential to influence physician manpower
shortage, and potential to stimulate the local economy, in
addition to reviewing direct need for beds or services, and
limitations on access to those services. [Emphasis added].

The petition also relied heavily on the support of elected officials and local residents.

(Exhibit I at 1l-14). As explained in Section III below, employment, economic stimulus, and

community sentiment are not among the factors to be considered in evaluating a request for a

certificate of need for a new acute care hospital. See N.J.S.A. 26:2H-B (general criteria for

cert i f icate of need); N.J.A.C. 8:33-4.9(a)l (same); N.J.A.C.8:33-4.10 (specif ic cri teria). Even if



they were among the factors, another acute care hospital in Bergen County is a zero-sum game.

Jobs and patients added in one location results in jobs and patients being subtracted in another.

E. DHSS proves to have been correct.

The finding by DHSS in December 2007 that PVH was not needed has been confirmed

by subsequent events. Even with PVH closed, acute care hospitals in Bergen County still

average 330 vacant staffed beds. On top of that, another 288 beds are licensed but not staffed.

(See Report of Urban Health Institute lUHIl, Exhibit K at 5).

Englewood Hospital Medical Center ("Englewood"), HUMC, and the other hospitals in

Bergen County have absorbed the patient load formerly served by PVH, and as DHSS predicted,

the closing of PVH has strengthened the finances of the remaining hospitals. Despite the

continuing decline in demand for acute care services because of changes in the industry, all show

improvement in three critical measures of financial health since PVH closed rn 2007 - current

ratio, operating margin, and days of cash on hand. [Exhibit Ll.

Furthermore, new emergency facilities at Englewood and Holy Name have sharply

decreased emergency department loads from what they were immediately after PVH closed.

Emergency department diverts drastically declined and are now negligible at Englewood, Holy

Name, and Valley Hospital ("Valley") since PVH closed and new emergency department

facilities opened. [Exhibit Ml.

Because overall inpatient demand continues to decline in Bergen County, inpatient bed

capacity remains in oversupply. Local residents and elected officials would like PVH to reopen,

and Governor Christie made a campaign promise to that effect, but as discussed above,

community and other political demands are not permissible factors in a CN determination under

the Health Care Facilities Planning Act, N.J.S.A.26:2H-8, and the implementing regulations,

N,J.A.C. 8:33-4.9(a) and 4.10. (See Section III below).

10



In sum, DHSS has tailored a call regarding the reopening of PVH under LHP/HUMC

ownership, notwithstanding that Bergen County continues to be oversupplied with inpatient beds

and notwithstanding that new emergency facilities have led to a drastic decline in emergency

room diversions. The only changed circumstance since 2007 is the Governor's campaign

promise, which is not an appropriate factor in a CN context. (See Section III A. below).

l l



III. BERGEN COUNTY DOES NOT NEED ANOTHER ACUTE CARE HOSPITAL
BECAUSE EXISTING HOSPITALS HAVE A GROWING SURPLUS OF
LICENSED INPATIENT BEDS AND PROVIDE SUPERIOR CARE THAT IS
ACCESSIBLE THROUGHOUT THE COUNTY.

A. Local desire for a hospital is not one of the criteria for granting a CN.

The Certificate of Need process is a means of "rationalizing" health care, that is, of

delivering it with the greatest efficiency. A CN will not be issued for a project unless each of the

followins is true:

It is necessary to provide required health care in the area to be served;

It can be financially accomplished and licensed in accordance with applicable

regulations;

. It will not have an adverse impact on access to the delivery of health care services

in the region or Statewide; and

. It will contribute to the orderly development of adequate and effective health care

services. N.J.S.A. 26:2H-8.

The statute further provides that in making such determinations, DHSS shall take into

consideration the following factors :

. The availability of facilities or services that may serye as
alternatives or substitutes;

. The need for special equipment and services in the area;

. The adequacy offinancial resources and sources ofpresent
and future revenues;

. The availability of sufficient manpower in the several
professional disciplines; and

. Other applicable requirements that are specified in health
planning rules adopted by DHSS. [1d.].

12



The test is not whether an acute care hospital is desired by the entity that will own and

operate it or by the community where it will reside. The test is whether such a hospital is needed

and won't adversely affect access to, or the development of, health care services in the region or

Statewide. That is why the authorizing document is called a Certificate of Need, not a Certificate

of Want.

Among the justifications proffered by LHP/HUMC for another acute care hospital in

Bergen County is economic benefit to the Westwood community. The hospital would allegedly

serve as "an engine that renews the economic health of the local communities, restoring jobs and

stimulating growth and prosperity." (Application at4l, excerpted as Exhibit N). For one

thing, northeastern Bergen County does not need its economic health renewed; it is already one

of the most prosperous areas in the nation. More significantly, economic development is not a

critcrion under the certificate of need statute and rezulations.

Communities typically resist the closing of acute care hospitals and encourage the

opening of new ones because the presence of a hospital means more local jobs and easier access

to acute medical care. For good reason, a potential boost to the local economy and greater

comfort to local residents are not permissible elements of a CN review. They prove too much.

That is, they would support the opening of an acute care hospital in every community, which is

impossible because there aren't enough patients to go around. No net gain results if a new

hospital pushes an existing one into the red and into closure. In a CN review, the job of DHSS is

to determine not who wants a hospital but where a hospital is needed. It is not needed in

Westwood because the region already has a large and growing surplus of licensed beds in five

acute care hospitals that provide ample access to quality medical care.

l 3



B. Like the rest of New Jersey, Bergen County has too many hospital beds.

ln 1992, when the New Jersey Legislature repealed hospital rate regulation, competition

increased substantially in the hospital market. Since then, the number of general acute care

hospitals in the State has been reduced by more than 20 through the closure of redundant

hospitals financially unable to survive in an environment of managed care pressure on rates and

usage, inadequate government reimbursement for patient care, and competition from ambulatory

surgery.centers (ASCs) and other non-hospital outpatient treatment facilities. Hospitals have

been closing at the rate of more than one per year, and several have survived only by reducing

their debts through bankruptcy. Despite community outcry over closures, no closed hospital has

ever reopened.

The remaining general acute care hospitals face severe financial challenges. According

to the 1999-2000 Advisory Commission on Hospitals, excess capacity is a major cause of New

Jersey hospitals' financial distress. Ln2004,45% of New Jersey's general acute care hospitals

opcraled with "negative margin," i.e, they lost money. (8.O. #39 lCorzinel at l; Exhibit O).

Since 2000, sixteen of New Jersey's general acute care hospitals have closed. (Exhibit P).

New Jersey's hospitals constitute the fifth largest industry in the State, accounting for

nearly 150,000 jobs, and they provide a wide range of health care services not available from

other sources. (E.O. #39, Exhibit O, at 1). In view of the medical and economic importance of

hospitals, the State's historic investment in hospitals, and the limited amount of State funds

available to assist them currently, Governor Corzine in 2006 established the Commission on

Rationalizing New Jersey's Health Care Resources (the Reinhardt Commission, named for its

Chairman) to evaluate the strengths and weaknesses of general acute care hospitals and to

propose a plan that would, among other things, recommend how to deal with hospitals in

financial distress. (Exhibit O at 1-2).

t4



In January 2008, the Reinhardt Commission issued its report (the "Reinhardt Report"),

which concluded, among other things, that New Jersey had too many hospital beds, that the bed

surplus was greatest in the Hackensack/Ridgewood/Paterson area, and that the need for inpatient

beds would continue to decline through 2015. (Report at 3 and 54, excerpted as Exhibit Q).

The Reinhardt Commission's analysis has been borne out by subsequent events. Bergen County

is over-bedded and faces a continuing decline in admissions. Though several hospitals have

closed or merged in Paterson and Passaic, the capacity reduction in those industrial cities has had

no real impact on hospital overcapacity in suburban Bergen County.

C. The excess of hospital beds gives Bergen County the ability to respond to a
surge of need in crisis.

Confirmation of the ability of Bergen County hospitals to absorb an increase of acute care

patients, even on an emergency basis, occurred over the weekend of August 27-29,20ll,when

Hun'icane lrene necessitated the evacuation of patients from Palisades Medical Center, Hoboken

University Medical Center, Sunrise Assisted Living of Woodcliff Lake, and other facilities.

Englewood took in a total of 63 patients, including 46 from Palisades, six from Hoboken, and ten

from Sunrise. Based on anecdotal information, Englewood believes that Holy Name took in 16

patients, as did St. Mary's Hospital in Passaic. The patients were easily accommodated in

unuscd, staffed beds.

D. Contrary to LHP/HUMC's contention, New Jersey has correctly determined
the occupancy rate for staffed inpatient beds in Bergen County.

Looking to minimize the significance of declining occupancy rates at general acute care

hospitals across the state and especially in Bergen County, LHP/FIUMC contends that the

hospitals in Bergen County do not have as many inpatient beds available as the numbers indicate

because beds counted as unoccupied are actually occupied by outpatients being observed and/or

recovenng from same-day surgery. LHP/HUMC bases its calculations on a report by an

l 5



investment bank that estimates an "observation" (outpatient) rate of l2o/o for acute care hospitals

in 2009. (Application [Exhibit N] at 66-68). The l2Yo frgure is not specific to Bergen County

or ro New Jersey, and it is not supported by Bergen County data. In Englewood's experience, no

more than 1%-2% of inpatient beds are occupied by observation patients. (UHI Report, Exh. K

at 3). HUMC assets in its response to DHSS's first round of completeness questions that more

than l2To of its beds are occupied by observation patients, but it has not submitted supporting

documentation.

New Jersey regulations draw a clear distinction between inpatient and outpatient beds,

placing severe limitations on how long patients can be carried as outpatients. For example,

N.J A.C. 8:43G-$ 32.22(a)(3) limits the use of an observation bed in a hospital to a stay of less

rhan 24 hours before inpatient admission. Similarly, N.J.A.C. 8:43G-12.7(l), which regulates

hospital emergency departments, provides that an emergency patient cannot be held in

observation for more than eight hours if an inpatient bed is available. Finally, N.J.A.C. 8:43G-

36. l(hXl )(i), which regulates off-premises satellite emergency departments like the one HUMC

opcrates at the former PVH site, provides that the facility may have no licensed beds and, with

some exceptions, that patients can be held in an observation bed for no more than l2 hours. In

sum, observation patients are not counted as inpatients unless and until their condition is serious

enough for inpatient admission. If they aren't admitted, they are discharged within 24 hours'

These rules are consistent with Medicare regulations that treat observation beds as

outpatient beds. Medicare adds a component to its payment for hospitals that provide graduate

pedical education (GME) or treat a disproportionate share of low income patients (DSH), based

on the number of inpatient days per year. Medicare regulations exclude outpatient observation

beds from those calculations. 42 CFR $$ 412.105(bX4) (GME) and 412.106(aXiXB) (DSH).
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Medicare reimburses observation beds as outpatient beds, for which the reimbursement rate is

lower. 42 CFR $ 419.2.1n computing inpatient hospital occupancy, both state and federal

governm€nts thus draw a line between patients who are admitted and patients who are in the

hospital for less than 24 hours.

LHP/HUMC is looking to pad its inpatient occupancy figures by including outpatients

using inpatient beds even though the patients have not been admitted to the hospital. Boosting

occLlpancy rates by redefining occupancy is misleading and inappropriate because it is

inconsistent with state and federal regulations and is contrary to well-established practice.

E. Inpatient bed usage continues to decline.

Every commission and committee that over the last decade has studied inpatient bed

usage in general acute care hospitals in New Jersey has concluded that usage is declining. This

includes the 1999-2000 Advisory Commission on Hospitals (the "Whitman Commission"), the

Accenture Report (2006), the Reinhardt Report (2008), and the Dartmouth Atlas Research

Report (2008). According to the LHP/HUMC application, hospital occupancy in Bergen County

between 2005 and 201 0 decli ned 13 .3oh at Englewo od, 5 .7o/o at Valley, and 7 .5o/o at HUMC itself

while Holy Name's occupancy remained flat. (Exhibit N at 67, Table 9).

Generally speaking, as bed usage declines, hospitals close. Sixteen have closed in New

Jersey since 2000. (Exhibit P). With increasing scrutiny from managed care, ongoing

reductions in Medicare and Medicaid reimbursement, a weakening economy, and reduction of

the need for and duration of hospital stays because of advances in medicine as well as the

proliferation of ASCs, the pressure on acute care hospitals continues to mount.

F. Closing PVH did not harm health care delivery in Bergen County.

When PVH closed, the licensed inpatient beds in the remaining acute care hospitals in

Bergen county provided ample and accessible capacity. As DHSS concluded:
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[T]here is sufficient bed capacity in Bergen County to enable the
remaining health care system to bridge uny gup, in services. . . I find that
the discontinuance would strengthen the nearby hospitals located in
PVH's service area by increasing their occupancy and contributing toward
rationalizing the delivery of inpatient acute iare iervices in the r"iion.
[Exhibit A at 31.

The five acute care hospitals in Bergen County serve about 900,000 residents with a ratio

of 2'4licensed beds per I ,000 of population. This is an average ratio for New Jersey, according

to State data. (UHI report at 2; Exhibit K). Even after PVH closed, occupancy in Bergen

County based on maintained (staffed) beds was only 78o/o, with,on average, 433 out of a total of

1998 staffed beds available each day. (Exhibit R).

Access to these beds by the former PVH patient base was not an issue, with five acute

carc facilities located within 4.2 miles (Bergen Regional) and l2.2miles (HUMC) of the pVH

site. (Exhibit s). The small number of PVH patients was easily absorbed by pvH's larger

neighbors, all of which responded to the closing of PVH by making substantial investments to

add capacity, embrace displaced physicians, enhance services, increase community outreach, and

add ambulance and EMS services. HUMC opened a satellite emergency department at the

fbrmer PVH premises, and Englewood and Holy Name opened new and expanded emergency

departments.

The LHP/HUMC application for a CN states that travel time from the proposed site of the

new hospital to Valley and Englewood Hospitals increased at both peak and non-peak times.

The maximum increase in travel time since PVH closed appears to be no more than l2 minutes.

Because most area residents elected not to use the PVH emergency service when the hospital

was ln operation, and because serious trauma cases and cardiac cases go directly to the

designated center at HUMC (HUMC North will not have a trauma certification), an additional

ten minutes for non-emergency patients and visitors does not create an undue burden in terms of
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health care policy and planning. Area residents were apparently willing to endure this additional

commuting time even while Pascack Valley was open, as reported in its own request for a CN

permitting closure. (UHI Report at 7, Exhibit K). The new facility will not decrease travel

times for trauma cases because it will not have a trauma certification.

G. Closing PVH strengthened the other hospitals in Bergen County.

When PVH closed, patients migrated to other nearby hospitals, especially Englewood and

Valley, Englewood already had a significant presence in the l4 towns in northeast Bergen

County that formed the core of the former PVH service area, and that presence increased by 16%

from 2006 to 2007, when PVH was experiencing difficulties (from 2,041admissions to 2,365),

and by 67Vo as of 2008 (up to 3,286) after PVH closed. That shift continued with 2,899

admissions in 2009 and 2904 in 2010. Holy Name and Valley enjoyed similar boosts in

admissions, HUMC and Bergen Regional to a lesser degree. (Valley's admissions increased

fionr 4,i91 in 2006 to 5,122 in2007 and to 7,224 in 2008.) (Exhibit T).

DHSS predicted as much on December 28,2007, when granting PVH's request for

permission to close:

{T]he discontinuance would strengthen the nearby hospitals located in
PVH's service area by increasing their occupancy and contributing toward
the rationalizing the delivery of inpatient care services in the region.
[Exhibit A at 31.

The increased patient volume had important financial benefits for other hospitals in

Bergen County, According to a 2008 report by The Lewin Group analyzing the financial effect

of PVH's closure and possible reopening on the neighboring Englewood and Valley Hospitals,

both Englewood and Valley were able to accommodate the increased patient volume without

significant increases in fixed costs (e.g., overhead staffing, new capital expenses such as building

expansions, renovations, or new capital equipment). (Exhibit U at 9; See also Exhibit V, ffi
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update to the 2008 Lewin Report). The incremental revenue from the new volume was greater

than the incremental variable costs required to care for the additional patients, and both

hospitals' operating income improved. (.Id.).

PVH's closing thus strengthened the remaining hospitals' financials. Englewood's

operating margin, for example, increased from .90 in 2007 to I .8 in 2010. Its current ratio

increased from 1 .31 in 2007 to 1 .75 in 2010, and its days of available cash increased from 23.6 to

51.5 for the same period. (Exhibit L). The other Bergen County hospitals experienced similar

increases. (Id.). Strengthened financials translates into the retention ofjobs and the continuation

of clinical, educational, outpatient and inpatient programs that will make healthcare more

accessible to paylng and chanty patients alike.

'['he 
relocation of patients upon the closing of PVH helped counter, but did not reverse,

the trend of declining occupancy at the remaining Bergen County acute care hospitals. Between

2008 and 2010, notwithstanding the addition of patients from PVH, Englewood's occupancy

declined from 44.8oh to 42.5Yo; Holy Name's from 60.3% to 58.3%o, Valley's from 88.2% to

79.60 , and HUMC's from 90.4% to 84.7Yo. (Exhibit W). HUMC added 70 beds around the

tirnc that PVH closed.

H. Reopening PVH would weaken the financial stability of the non-HUMC
acute care hospitals in Bergen County.

LHP/HUMC argues in its CN application that an additional hospital in Bergen County

will not harm existing hospitals because the new hospital will draw a significant number of

patients from Rockland County, New York, and will recapture patients from HUMC because a

facility in Westwood is "closer to the towns in which many patients reside." (Application at72;

Exhibit N).
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Regarding Rockland County, LHP/HUMC projects that the 583 patients from Rockland

who were admitted to PVH in20O7 will return, along with 2,631 new patients from Rockland, an

anticipated influx from New York that LHP/HUMC attributes to a perceived reputation for

superior quality. (Id.; Exhibit N; See also UHI Report, Exhibit K at 5).

Regarding the 14 towns in northeast Bergen County, LHP/HUMC assumes that 85

percent of the patients that HUMC has served from those l4 towns -- approximately 2,100

patients, based on 2009 figures - will seek services at a new hospital in Westwood. LHP/HUMC

then concludes that with 2,500 patients newly drawn from Rockland County and more than 2,000

patients recaptured from HUMC, the effect on other Bergen hospitals will be minimal. (^See

UHI Report, Exhibit K at 5).

The foregoing logic is seriously flawed. The operative question is whether an acute care

hospital in Westwood will draw patients who have been using the other non-HUMC acute care

hospitals in Bergen County with substantial numbers of inpatient beds - Englewood, Valley, and

Holy Name. In 2010, Englewood received approximately 2900 admissions from the fourteen

towns in northeast Bergen County that constituted PVH's core service area. (Attachment F to

Exhibit IO. A new hospital projected to draw 2,500 patients from New York because of what

LHP/HUMC refers to as "reputation for superior quality of care" must also draw -- if that

peroeptron is accepted - a substantial number of the approximately 2,900 northeast Bergen

County patients now using Englewood . If 1740, or 600/o, of Englewood's current patients from

the l4 communities were redirected to a hospital in Westwood, Englewood's occupancy would

be reduced from its current 7l.2 percent of maintained beds (42 percent of licensed beds) to 64

percent of maintained beds (38 percent of licensed beds.)
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A | ,7 40 swing in the number of patients is a reasonable hypothesis. The decline and fall

of PVH between 2006 and 2008 resulted in an increase of 1,245 patients for Englewood from

pVH's 14 core towns. Since a new hospital would, according to LHP/HUMC, be better

managed than PVH and would have the HUMC name and affiliation, a1,74}-patient swing

seems a reasonable prediction. In response to Kobylarz/Spiewak completeness question #3,

LHp/HUMC said it is reasonable to assume that a "large proportion" of patients who formerly

used pascack Valley Hospital will wish to retum to the facility when HUMN North opens.

Taking what it calls a "conservative approach," LHP/HUMC assumes a 50Yo return, which backs

off the prediction in its CN application of an 85% retum by HUMC patients'

The financial impact on Englewood, based on LHP/HUMC's financial projections for the

new h.sprtal and as projected by UHI, is that Englewood would lose at least $17 mil l ion in

annual revenue. (UHI Report, Exhibit K at 5). The Lewin update similarly concludes that a

revenue reduction of $14.8 million would be experienced by Englewood if all the patients that

moved over from the former pVH were to move back. (Exhibit v at 4). Part of the reason for

this significant financial impact is that variable costs are "sticky downward," that is, variable

costs are much harder to reduce in the event of a sharp volume reduction than they are to restrain

duripg a sharp volume increase. Even though volume is lost, a portion of the variable expenses

incurred to handle that volume will remain, e.g., salaries and benefits for persons providing

direct patient care and ancillary services. (Exhibit U at 13; Exhibit V at 4)'

The outcome of these reductions would be the loss of hundreds ofjobs and would

unfbrtunately leave Englewood's low income patients in search of health care. From an

operational point of view, a loss of revenue of this magnitude would force Englewood to

downsize/eliminate core programs and services, including pediatrics and psychiatry, and
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significantly reduce its ability to provide charity care services, including medical, obstetrical, and

pediatric clinics to low income patients. For the record, Englewood provided $15 million in

charity care in 2010 while receiving $500,000 in State charity care subsidies. A re-opened for-

profit hospital would fail to serve low income communities because - and this is well

documented -- the business model of the for-profit hospital is to avoid charity care services

whenever and wherever possible.

If the proposed new hospital is deemed attractive enough to draw patients from across the

New York border, then it is attractive enough to draw patients from its own catchment area

closer to home. The bottom line is that an acute care hospital in Westwood would carve away a

significant portion of Englewood's patient base and would negatively affect other non-HUMC

acute care hospitals in Bergen County as well, thus creating an adverse impact on the delivery of

health care services in the region and undermining the orderly development of adequate and

effective health care services. Under such circumstances, the certificate of need statute and

regurlations forbid the award of a CN. N.J.S.A.26:2H-8. ("No certificate of need shall be issued

unless the action proposed in the application for such certificate . . . will not have an adverse

economic or financial impact on the delivery of health care services in the region or Statewide,

and shall contribute to the orderly development of adequate and effective health care services.,,)

I. Residency slots are not a justification for a new acute care hospital.

The concept of adding a new acute care hospital to create new Graduate Medical

Education (GME) residency slots is likewise flawed. If a new hospital isn't needed, it will

siphon patients from other hospitals in the region and, if there aren't enough patients to go

around, may result in the demise of other hospitals and with it the loss of the GME positions

there. Like the argument that a hospital will provide local jobs, it proves too much because it

would support the creation of new acute care hospitals anywhere, regardless of the impact on



other hospitals, until the perceived need for residents is filled. Besides, the alleged connection

between providing additional GME residency positions and solving the shortage of physicians in

New Jersey is speculative. LHP/HUMC has provided no evidence that physicians set up practice

near where they train. To the contrary, LHP/HUMC acknowledges in its application for a CN

that "[flew new physicians who train in New Jersey remain in the state to practice medicine."

(Exhibit N at 54).

J. A campaign promise is no basis on which to grant a certificate of need.

A carnpaign promise is not a basis for granting a certificate of need. It is not one of the

criteria under the statute, and thus it inelevant to a CN analysis. To be sure, politicians express

their intentions, but govemment agencies must work within the parameters established by statute

and regulation.
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IV. HUMC'S PARTNBR IN ITS PROPOSED WESTWOOD VENTURE IS
CONTROLLED BY EXECUTIVES WHO SUPERVISED HOSPITALS THAT
WERE CAUGHT AND PEN ALIZED FOR MEDICARE FRAUD IN THE LATE
1990's .

Research into the background of Chairman James D. Shelton and CEO Dan Moen of

LHP Hospital Group Inc. has revealed a troubling history of Medicare fraud by hospitals under

their supervision when they were senior executives at Columbia/HcA Healthcare Corporation

("Columbia/HcA") in the 1990's. At Columbia/HcA, Shelton and Moen were responsible for

running large regional hospital groups that included hospitals cited for Medicare violations that

led to a record settlement with the U.S. Department of Health and Human Services. For several

years, the tenure of Shelton and Moen as supervising executives with Columbia/HCA appears to

have overlapped the period during which the Medicare fraud was committed.

Mr. Moen's biography at the LHP website states that he became President of

Columbia/HCA's South Florida Division in 1991 and President of the Florida Group in 1994, a

posrtion he held into 1996. (Exhibit X). Mr. Shelton's biography says that he became President

of the Columbia/HCA's Central Group in 1993 and had responsibility for 107 hospitals and 45

ambulatory surgery centers. He held this position through 1998. (Exhibit Y). The press release

announcing his appointment as President of the Central Group stated that he was responsible for

the operation of 51 hospitals owned by the company in Texas, Oklahoma, Missouri and Kansas.

(Exhibit Z). The Medicare fraud took place over 13 years, from 1987 to 2000.

In 2003, Columbia/HCA, by then known as HCA Inc., entered into civil and

administrative settlement agreements totaling about $880 million - the better part of a billion

dollars -- with the U,S. Department of Health and Human Services. (Exhibit AA - DOJ press

release). The agreements identified HCA hospitals that participated in widespread Medicare
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fraud from 1987 to 2000, including many hospitals in the groups managed by Shelton and Moen

during those years. Hospitals named in the 2003 settlement agreements that were under the

supervision of either Shelton or Moen during the fraud years are appended as Exhibit BB. (See

Exhibit CC at 76 et seq. I l0-Ql and Exhibit DD at 25 [r0-K]).

The 2003 settlement was the culmination of the largest health care fraud case in U.S.

history, netting a total of $ I .7 billion in fines, penalties, and damages. Violations included

providing kickbacks to physicians and seeking reimbursement for costs not incurred, costs

incurred in lesser amounts, and costs not allowed. (Exhibit CC at 56-57). Previous to the $880

million settlement in 2003, HCA subsidiaries pled guilty in December 2000 to substantial

criminal conduct and paid more than $840 million in criminal fines, civil restitution and

pcnalties. (Exhibit AA at 2) The payment of $840 million in 2000, together with the payment

of $879.5 in 2003, totaled $1.7 bi l l ion.

Under the terms of agreements to be executed with HUMC, LHP will not only be granted

a65Yo ownership interest in the HUMC North for-profit venture in return for a capital

contribution of up to $71.5 million in cash, but it will participate in managing the day-to-day

operations of the hospital in Westwood. Such management would cover an array of financial

matters, including hiring and firing, accounting decisions, record keeping, billing, collecting

accounts receivable, mortgaging, selling and leasing equipment, and attending to banking

matters. (See Exhibit F [Limited Liability Company Agreement, excerptedl at 15). In short,

HUMC would entrust the administration of this new acute care hospital in Bergen County,

including financial matters, to an entity whose executives were in charge of hospitals caught and

punished for kickbacks and billing fraud in the country's largest health care enforcement action.
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V. RENOVATION OF THE PVH PREMISES WILL BE MUCH MORE COSTLY
THAN ANTICIPATED BECAUSE OF THE NEED TO COMPLY WITH CODE
REQUIREMENTS THAT PREVIOUSLY WERE GRANDFATHERED.

One of the criteria for a CN is that the project for which a CN is sought can be financially

accomplished. The cost of the HUMC North project is likely to be greater than what

LHP/HUMC predicts - a total project cost of $39.6 million. (CN Apptic. at 39; Exhibit N).

This is almost $50 million less than an estimate prepared by Central Consulting & Contracting at

l :nglewood's request. Central Consult ing projects a total cost of $88,457,594. (Exhibit EE),

With the cash contribution of LHP capped at $71 million, and some of that earmarked for costs

other than construction, how will the joint venture finance the cost of the renovation bevond the

amount that LHP has agreed to contribute?

The discrepancy between the estimates appears to be a function, at least in part, of

LHP/HUMC's failing to account for improvements necessary to bring the premises up to code.

Many aspects of the PVH premises were not up to code but were grandfathered under the old

CN. For a new CN to be obtained, the premises have to be brought up to code, pursuant to

N.J.A.C' 8:43G-2.3(c), any hospital undertaking alternation, renovation or new construction of

physical plant, whether or not a CN is required, must submit plans to the Health plan Review

Program of the Department of Community Affairs (DCA), which is the exclusive plan review

agency for health care facility renovations. See N.J.A.C. 5:23-3.11(a)(8) and 4.9(a)(2). pursuant

ro N.J.A.C. 5:23-6.2(gX6), which is part of the Rehabilitation Subcode of the Uniform

Construction Code regul ations :

The repair, renovation, alteration, reconstruction or change of use of health care facilities

shall be in accordance with this code and with the "Guidelines for Construction and Equipment

of Hospital and Medical Facilities," 2006 edition or current edition (American Institute of
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Architects Committee on Architecture for Health). In the event of any conflict. the more

restrictive code provision shall govern.

ln light of the Central Consulting report, we don't see how the former PVH premises can

be brought up to code as an acute care hospital within the financial parameters of HUMC's

arrangement with LHP. The $50 million difference between the construction cost projected by

LHP/HUMC and that projected by Central Consulting is substantial. LHP/HUMC should be

required to substantiate its cost estimates, especially for each instance where the premises have

to be brought up to code.
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VI. ENGLEWOOD HOSPITAL IS COMMITTED TO EXCELLENCE IN MEDICAL
CARE AND COMMUNITY SERVICE; IT SHOULD BE SUPPORTED BY DHSS.
NOT UNDERJVIINED.

Englewood Hospital has been serving Bergen and North Hudson counties for more than

I 25 years. It is one of the largest employers in the County, having 2,800 employees; it is

affiliated with 850 doctors, including the most "Top Doctors" in North Jersey; and it provides

more than $23 million annually in unfunded charity care.

Englewood has achieved elite status as an acute care hospital. It is Number 3 in the

nation tbr heart attack survival; best in cardiac surgery outcomes in New Jersey for four

consecutive years; and top-rated in patient satisfaction in Bergen County. Englewood received

J.D. Power and Associates@ Service Excellence Recognition for Emergency, Cardiac, and

Maternity Care; an award from HealthGrades@ for being :rmong the top 50lo of hospitals

natronwide for clinical excellence in maternity care in 20101201l; and HealthGrades@ 5-star

ratings for maternity care, coronary bypass surgery, treatment of heart attack, treatment of

pneumonia, and GI procedures and surgeries.

In addition, Englewood was designated as a Primary Stroke Center and Certified Joint

Replacement Center by the Joint Commission and DHSS; it was designated by CareChex@ as

top cardiac care hospit al (#2 in New Jersey) for 2010; it was designated as a Bariatric Surgery

Center of Excellence@ by the American Society for Metabolic and Bariatric Surgery; and it has

been recognized as a pioneer in bloodless medicine and surgery, having received NJBIZ

Masazine's 2010 HealthCare Hero Award for that.

Because of Englewood's excellence in medical care and its outstanding, long-term

service to the community, the impact on its financial stability should be a material element in the

review of any CN application for another acute care hospital in Bergen County.
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VII. PERSONS WHO HAVE STUDIED AND UNDERSTAND THE NEW JERSEY
HOSPITAL INDUSTRY AND WHO DON'T HAVE A LOCAL INTEREST
STRONGLY OPPOSE REOPENING THE PVH FACILITY.

In addition to elected officials and hospital executives whose districts and hospitals

would be prejudiced by the reopening of an acute care hospital in Westwood, persons who have

studied the New Jersey hospital industry and who have a broad perspective on it have spoken out

strongly against such a reopening.

For example, on November 20,2008, the New Jersey Hospital Association, citing the

Report of the Reinhardt Commission, the 1999 Report of the Advisory Commission on

Hospitals, and the DHSS closure ruling of December 28,2007, wrote to the Commissioner of

Health in opposition to the reopening of PVH in the face of excess capacity:

The New Jersey Hospital Association opposes the opening or
reopening of any general acute care hospital within a defined
region where a determination has been made, through a formal
analysis by, or at the request of, the State of New Jersey, that there
is excess bed capacity or excess hospitals within that region that
can adequatelyprovide access to care. [Exhibit FF at 11.

On October 22,2008, James Ahearn, former Managing Editor of The Record, saw the

closing of PVH as consistent with the conclusions in the Reinhardt Report. He commented in

The Record as follows:

In fact the closing of Pascack Valley Hospital seems to have been
provrdential. It was exactly the sort of outcome that the Reinhardt
Commission anticipated and supported. Most of Pascack Valley
Hospital has been closed for nearly a year now, and nobody has
gone without care. The state would have to approve reopening.
The application should be denied. [Exhibit GGl.

On December 15, 2008, Dr. Bruce C. Vladeck, a member of the Reinhardt Commission,

wrote to Governor Corzine to express his astonishment that HUMC had filed a CN application to

re-open an acute care hospital on the former PVH site:
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I was shocked about the news about Pascack Valley because it
came less than a year after the issuance of the final report of the
Commission on RationalizingHealth Care Resources . . . [I]n our
discussions of these issues, the Commission often referred to the
closure of Pascack Valley as a healthy and positive development.
To reverse that progress now would not only increase costs while
putting at risk the survival of other hospitals in Bergen County; it
would also irreversibly vitiate your efforts to implement policies to
improve the efficiency and effectiveness of New Jersey's health
system. lExhibit HHl.

Similar thoughts were expressed by David P. Hunter, another member of the Reinhardt

Commission, in a letter that he wrote to Governor Corzine on January 13,2009

As you are aware, the performance of New Jersey hospitals overall
has continued to deteriorate from the date of the Commission's
final report. This is also true for hospitals in the Hackensack,
Ridgewood and Paterson areas. Adding duplicative hospital
services will impact volumes and revenues of existing hospitals in
that area at a time when the numbers of uninsured and under-
insured will likely increase. IExhibit II].

Opening this new facility would not only undermine existing
providers, but also runs counter to the Commission's findings
relative to capacity in this part of northem New Jersey,

It rs understandable that residents and public officials in the Westwood area would speak

in favor of a reopened PVH, but such a project would not serve the rest of Bergen County, the

New Jersey hospital industry, or the State.
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VIII. DHSS SHOULD REQUIRE LHP/HUMC TO SUPPORT ALL STATEMENTS IN
ITS APPLICATION AND TO AFFIRMATIVELY ESTABLISH THE NEED FOR
ANOTHER ACUTE CARE HOSPITAL IN A COUNTY THAT IS ALREADY
OVERSUPPLIED WITH INPATIENT BEDS.

Attached as Exhibit JJ is a set of supplementary questions the Department may wish to

serve on LHP/HUMC as completeness questions to seek further clarification of its application

for a CN for an acute care hospital on the former PVH site. The questions address, among other

things, the oversupply of beds in Bergen County, the means of calculating the impact, if any, of

observation beds on this calculation, trends in healthcare and the economy that bear on hospital

occupancy rates, and the cost of renovating the former PVH premises. The questions are

intended to supplement the completeness questions already asked by the Department.
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IX. A COMPREHENSIVE OUTPATIENT MEDICAL CENTER WOULD BE AMUCH BETTER ALTERNATIVE THAN AN ACUTE CARE HOSPITAL ATTHE FORMER PVH SITE.

with hospital admissions declining, it is irrational to assume that opening a new acute

care hospital will create jobs. Patients and jobs would simply shift from one hospital to another

as they did when PVH closed' on the other hand, developing the pVH site into a comprehensive

outpatient medical center (sometimes called a "medical mall") would create new jobs because

the center would provide needed outpatient health care services without impinging on the special

servlces provided by Bergen county's acute care hospitals. A comprehensive outpatient medical

center would be consistent with the technologically-based trend toward outpatient services.

According to NorthJersey.com News (June I 3, 20ll ) (Exhibit KIe, about 50 such

comprehensive outpatient medical centers have sprung up across the country in closed hospitals,

bankrupt shopping centers, and similar sites. Such medical centers provide, among other things,

medical offices, pediatric checkups, imaging services, rehab (e.g., physical therapy, speech

therapy, occupational therapy, and cardiac rehab), psychiatric beds, hospice beds, long-term

acute care beds, sub-acute nursing home beds, and same-day surgery. Not only do these

facilities provide one-stop shopping for patients, but they allow physicians to expand their

services and hospitals to improve market share by enhancing their outpatient services.

In Paterson, the former Barnert Hospital closed in 2008 and was purchased by a group of

investors who converted it into the Bamert Medical Arts Complex, which now provides

physician offices, an urgent care center, two outpatient surgery centers, planned parenthood, a

mammography center, an adult day care, a lab, physical therapy, and Turning point, a substance

abuse treatment program. A l0-bed hospice is expected to open soon.The facility is 90 percent

occupied. (Exhibit KIC).
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In Newark, the former site of the St. James Hospital is used for an urgent care center, a
prenatal and women's health care center, a 40-bed inpatient behavioral health cenrer, an eye

clinic' two internal medicine practices, and a pharmacy. An all-inclusive care program for the

elderly is expected to open soon. Similarly, Newark's former columbus Hospital has a center

for long-term acute care, an urgeht care center, a medical lab, an adult medical day center, and a

home health care agency. These two medical centers have brought hundreds ofjobs to Newark.

(rd.).

A comprehensive outpatient medical center at the former pvH site would add to the

vibrancy of Bergen county's medical/hospital community, not threaten it as would an

unnecessary acute care hospital that would drain patients from the other hospitals in the county.

Pref'erably, with HUMc's consent, it would be run as a cooperative venture by all the hospitals

in the county and would be a win-win for all constituencies. It would give HUMG a viable way

to deploy its investment; it would bring jobs and useful services to the community; and it would

allow Englewood' Valley, Holy Name and Bergen Regional to maintain their fiscal health. The

comprehensive outpatient medical center alternative should be seriously considered for the

former PVH site.l

' In anticipation of the auction of the PVH land and buildings, Englewood and Valleycommitted to lease 100,000 of the approximate 300,000 square feit frori a developer who bid onthe property at auction. The lease required that not only the Englewood/valley portion but alsothe remaining 200,000 square feet be used only for outpatient medical services, long-term care,or the like, in other words,-for a comprehensive outpati""t m"oi"ul center. use of any portion ofthe tbrmer PVH premises for an acute care hospital would have been prohibited by the lease.
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X. CONCLUSION

HUMC is looking to open an acute care hospital in a region that is already oversupplied

with inpatient beds, notwithstanding that the glut of capacity would destabilize the market to the

detriment of other hospitals and the communities they serve. In attempting to wedge another

acute care hospital into a saturated market, HUMC is asking DHSS to reverse itself on the issue

of need without a showing of changed circumstances. Less than four years ago, DHSS found no

need for such a hospital. To the contrary, it found that closing PVH would strengthen other area

hospitals, and it did.

Three of the criteria for granting a CN would be manifestly violated by re-opening an

acute care hospital at the former PVH site: (a) lack of need to provide required health care in the

area to be served; (b) adverse impact on other hospitals in the region; and (c) detriment to the

orderly development of adequate and effective health care services. A fourth criterion - that the

project can be financially accomplished and licensed in accordance with applicable licensing

resulations - is in serious doubt.

We urge DHSS to honor its previous conclusions based on irrefutable evidence that an

acute care hospital does not belong in Westwood. The best use for the property, consistent with

New Jersey's health care laws and with the needs of Bergen County, is a comprehensive

outpatient medical center that would give the community an economic boost and provide a

vanety of new medical services while causing no harm to existing acute care hospitals and

allowing HUMC to eam a retum on its investment. It is a much better solution than granting a

certificate of need to a hospital for which there is no need.
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