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CERTIFICATE OF NEED APPLICATION REVIEW 

Erlanger Behavioral Health 
North Holtzclaw Avenue and Citico Avenue 

Chattanooga, TN  37404 
June 28, 2016 

(Revised August 16, 2016) 

The Department of Mental Health and Substance Abuse Services staff  have reviewed the 
application for a Certificate of Need submitted by Erlanger Health System on behalf of Erlanger 
Behavioral Health, a new LLC, for the construction of a new hospital with 88 psychiatric and 
chemical dependency beds.   In accordance with the rules of the Tennessee Health Services and 
Development Agency, the Department’s analysis consists of the following components:  Need, 
Economic Feasibility; and Contribution to the Orderly Development of Health Care. 

This review and analysis has three (3) parts: 

x Scope of Project 
x Analysis of Need, Economic Feasibility and Contribution to the Orderly Development of 

Health Care 
x Conclusions 

 

1. SCOPE OF PROJECT 
 
Erlanger Health System, a governmental unit of the Chattanooga-Hamilton County 
Hospital authority, is applying for a Certificate of Need to construct an 88 bed mental 
hospital with services for inpatients and outpatients and substance abuse in four 
categories: acute adult, chemical dependency, geriatric and children and youth.  The 88 
bed hospital includes the transfer of 12 existing geriatric psychiatric beds from the 
Erlanger North campus (reduces the Erlanger North beds from 57 to 45) and adds 76 new 
beds.  The bed mix will be twenty-four (24) adult psychiatric, twenty-four (24) geriatric 
psychiatric, eighteen (18) child/adolescent psychiatric and twenty-two (22) adult 
chemical dependency beds.  
 
The proposed hospital is a joint venture between Erlanger Health System and Acadia 
Healthcare; the new hospital will be known as Erlanger Behavioral Health, LLC. The 
proposed Hospital is a 69,000 SF project and will be located at an unaddressed site at the 
intersection of North Holtzclaw Avenue and Citico Avenue, Chattanooga, Tennessee. 
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The estimated project cost is $25,112,600.  Funding for architecture, design, engineering 
and construction for this project will be provided by Acadia Healthcare. 
Erlanger Behavioral Health, LLC is proposed to serve eighteen (18) Tennessee counties 
and twelve (12) contiguous counties in Georgia, North Carolina and Alabama for a total 
of 30 counties. This is the same area currently served by Erlanger Health System.  
 
If approved in CY 2016, Erlanger Behavioral Health expects to initiate services in June, 
2018. 
 

2. ANALYSIS 
 
A. NEED 

Tennessee’s Health Guidelines for Growth sets the population-based estimate for the 
total need for psychiatric inpatient services at 30 beds per 100,000 general population. 
These Guidelines do not further stratify those numbers for special populations or age 
groups.  The application of the formula sometimes results in an underestimation of 
the number of inpatient psychiatric beds needed due to a number of factors:  bed 
utilization, willingness of the provider to accept emergency involuntary admission, 
the extent to which the provider serves the TennCare population and/or the indigent 
population, the number of beds designated as “specialty” beds or beds designated for 
specific diagnostic categories.  These factors impact the availability of beds for the 
general population as well as for specialty populations, depending on how the beds 
are distributed.  Other influencing factors include the number of existing beds in the 
proposed service area, bed utilization and TDMHSAS’ support for community 
services for people to increase family involvement, utilization of the person’s 
community support system and access to aftercare.  
 
For the analysis for this Application, the JAR’s definition of staffed beds is used: the 
total number of adult and pediatric beds set up, staffed and in use at the end of the 
reporting period. This number should be less-than or equal-to the number of licensed 
beds.  
 
Existing Beds: The Applicant indicated that there are 395 existing psychiatric 
inpatient beds in their Tennessee service area and 7 at a single hospital in Georgia 
(Hamilton Medical Center) for a total of 402 beds in the service area. However, the 
list includes Parkridge West Hospital (170 acute beds) that closed on April 4, 2016 
and did not include the DeKalb Regional Medical Center in Alabama (18 geriatric 
psychiatry beds). There are an additional 41 non-hospital based detox beds in the 
area. Some of the listed hospitals do not designate a specific number of detox or 
chemical dependency beds but rather include these specialty areas in the adult acute 
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psychiatric bed count. (See Chart 1. Sources for Chart 1 include both information 
from the 2014 JAR and report from individual hospitals). 
The staffed bed occupancy rate (2014 JAR) of the 3 private hospitals in Chattanooga 
is 82.8; the occupancy rate for Moccasin Bend Mental Health Institute (MBMHI) is 
91.1. Occupancy rates for unique specialty units in the other hospitals in the service 
area are not available. A breakdown of specialty bed use is not consistently available 
since hospitals frequently categorize admissions with chemical dependency, detox 
and geriatric patients to an adult unit.   

Chart 1: Current Staffed Beds (Supply) - Tennessee 

Hospital Adult Psychiatric 
(18-64) 

Chemical 
Dependency Geropsychiatric Child/ 

Adolescent 
Staffed 

Occupancy 
Bed 

Total 
Southern 
Regional 

(Winchester) 
  12  n/a 12 

River Park 
(Jasper)  
(Warren 
County) 

  10  n/a 10 

Tennova – 
Cleveland 
(formerly 
Skyridge) 

21 9 (detox)   n/a 30 

Starr 
Regional 
Medical 
Center 

  10*  n/a 10 

Moccasin 
Bend Mental 

Health 
Institute 

150    91.1 150 

Parkridge 
Valley Adult 

& Senior 
Services 

32 16 (detox 
and dual dx)   70.9 48 

Parkridge 
Valley Child 

& 
Adolescent 

   108 76.6 108 

Erlanger 
North   12    

Total 203 25 44 108  380 
*Starr has 4 additional beds approved but unimplemented 

 

Other Detox Beds in Area 
Non-Hospital Chemical Dependency 

CADAS 12 detox 
Volunteer 17 detox 
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FOCUS 12 detox 
Total 41 

Other Counties in Service Area 
The 2016 population of the service area of the other counties is 578,414 (Nielsen). 
Two out of state hospitals serve a segment of the identified population: Hamilton 
Medical Center in Dalton, Georgia reports seven (7) staffed adult psychiatric beds 
and DeKalb Regional Medical Center in Fort Payne, Alabama reports eighteen (18) 
staffed geriatric psychiatric beds for a total of twenty-five (25) beds in the out of state 
hospitals in the service area. 

Chart 1A: Service Area Staffed Beds in Out of State Contiguous Counties 

Hospital Adult 
Psychiatric  

Chemical 
Dependency Geropsychiatric Child/ 

Adolescent Bed Total 

Hamilton Medical 
Center (GA) 7    7 

DeKalb Regional 
Medical Center 

(AL) 
  18  18 

Total 7  18  25 
 

Population Data 

Chart 2: Service Area Population 
Tennessee Counties (18)* 

2016 2020 (Projected) 
1,015,247 1,049,445 

Out of State Contiguous Counties** 
County 2015** 2016*** 

Catoosa County, Georgia 66,050 66,244 
Dade County, Georgia 16,264 16,480 

Walker County, Georgia 68,066 68,154 
Chattooga County, Georgia 24,922 24,450 

Fannin County, Georgia 24,303 24,131 
Gilmer County, Georgia 29,400 29,086 
Gordon County, Georgia 56,574 56,214 
Murray County, Georgia 39,565 39,229 

Whitfield County, Georgia 104,216 103,211 
Cherokee County, North Carolina 27,178 27,512 

DeKalb County, Alabama 71,130 70,940 
Jackson County, Alabama 52,419 52,763 

Total 580,087 578,414 
*2015 Revised UTCBER Population Projection Services 
UT Center for Business & Economic Research 
Population Projection Data Files, Reassembled by TDOH 
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**U.S. Census Bureau, Population Division, May 2016 
***Nielsen 

Population and Need 
The Applicant finds a 2016 population of 1,571,392 in the service area with a bed 
need of 471 and a supply of 402 (Original application and Supplemental Information 
to TDMHSAS). Their estimation of unmet need for inpatient psychiatric beds is 69. 
(Applicant’s population and bed needs changed depending on version of 
Supplemental information/original application). 
 
Using the service area population data in Chart 2, we find the Tennessee 2016 service 
area population to be 1,015,247 with a bed need of 305 and a supply of 380 beds (203 
adult acute psychiatric, 25 inpatient detox beds, 44 geriatric psychiatric and 108 
child/adolescent).  With the 2020 increase of 34,198 to the projected 2016 Tennessee 
population, the bed need would be 315 (rounded) beds. The Tennessee age related 
population increase for 0-17 is 1,780; 18-64 is 2,028 and 65+ is 30,390.  
 
Bed Supply and Need (see Chart 3) 
The existing bed supply for the Applicant’s entire service area is 405 (380+25); the 
current bed need is 478; using the additional growth increase in the 2020 Tennessee 
population and in the identified out of state population, the bed need would be 482. 
(Bed need calculated at 30 beds per 100,000 population). 

Chart 3: Population Based Bed Need 
2016 Population Need Supply 

Tennessee* 1,015,247 305 380 
Out of State** 578,414 173.52 25 

Total 1,593,661 478 405 
 

2020 Population Need 
Tennessee* 1,049,445 315 

Out of State** 556,975 167 
Total 1,606420 482 

*2015 Revised UTCBER Population Projection Services, UT Center for Business & Economic Research, Population 
Projection Data Files, Reassembled by TDOH 
**Nielsen 

The bed need based on 2016 projected population in Tennessee supports an 
oversupply of 75 beds (supply of 380 minus need of 305); projected bed need for 
2020 supports a population based need of 315 beds. 

Other Needs Data 
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The Applicant offered additional data (Supplemental Data for TDMHSAS #2) to 
support the determination of need for chemical dependency and child/adolescent beds 
(Tennessee does not stratify by specialty but rather uses the standard of 30 psychiatric 
beds per 100,000 population for all populations). For this purpose, the Applicant used 
methodology from the 2015 CON rules of the State of Mississippi. That standard 
requires .14 beds per thousand population for age 18+.  The population data used for 
this calculation was 1,242,681. The cited population for 0-17 was 350,980. Using the 
Mississippi methodology, the calculations for bed need show a total of 173.9 beds for 
adult chemical dependency and 193.1 beds required for child/adolescent.  
 
The proposed service area 0-17 population is projected to increase 0.83%; the 18-64 
projected population increase is 0.34% and the 65+ population is projected to increase 
13.01%.  
 
Using the 30 beds per 100,000 formula, the bed need is 65 child/adolescent beds 
compared to 108 existing beds. Additionally, for the 18-64 age range, the projected 
need in 2020 is 180 beds with current supply of 203.  The projected bed need in 2020 
for adults 65+ is 70 beds. Assuming continuation of the current supply, 26 beds 
would be needed (current supply is 44 beds) 
  
According to data generated by TDOH, there were 312 Hamilton County and 130 
Bradley County outpatient discharges from hospitals in the service area for opioid 
poisoning in 2015; additionally, there were 582 inpatient discharges from Hamilton 
County and 178 from Bradley County for the same time period. It is probable that at 
least some of these individuals would be served in the proposed chemical dependency 
program. 
 
The Applicant adds that out of 34,853 discharges from the Erlanger Health System 
(10/14-9/15), around one third, 11,561, had behavioral health issues. 6,468 of those 
were originally admitted through the Hospital’s emergency department (Supplemental 
#2); an unknown portion of these could be served in the proposed psychiatric beds. 
 
According to TDMHSAS 2015 Crisis Services Data, in the Applicant’s Tennessee 
service area, crisis response teams referred 2,568 individuals for emergency 
involuntary hospitalization. These referrals were both acute adults and adolescents. 
These individuals were either served at MBMHI or deferred to another regional 
mental health institute depending on bed availability.   
 
Although current Tennessee population-based bed need indicates an oversupply of 75 
beds, other factors are relevant for consideration. The staffed bed occupancy rates for  
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Hamilton County mental health hospitals is 82.8% (total occupancy rates for inpatient 
psychiatric facilities in the service area have increased from 63.9% in 2012 to 74.5% 
in 2014) and for MBMHI, 91.1% indicating that these facilities are consistently 
operating at or near full capacity.  Parkridge Valley does accept some involuntary 
admissions but only those with insurance. Erlanger Behavioral Health and MBMHI 
would be the only hospitals in the area that accept involuntary admissions of 
uninsured persons.  The utilization of existing resources appears to show that the 
service area could support additional resources.  
 

B. ECONOMIC FEASIBILITY 

Ownership and Management 

Erlanger Behavioral Health is proposed to be an LLC that is jointly owned by 
Erlanger Health System (51%) and Acadia Healthcare (49%).  The new facility will 
have its own management team and governing body with some management services 
supplied by Acadia (equal to 2% of net revenue-Supplemental #2).   Erlanger is 
currently operating a geriatric psychiatry unit, offers outpatient behavioral health at 
their FQHC sites and has a psychiatry division and LCSWs in the Emergency 
Department of Erlanger Medical Center to address patients with co-existing medical 
and behavioral health conditions (Supplemental #2). It does not have a history at 
operating inpatient acute adult psychiatric, chemical dependency nor child/adolescent 
psychiatric services. The Applicant has relied on the experience of Acadia to 
calculate bed mix and program operation and development. 

Acadia, according to their website, is a provider of inpatient behavioral healthcare 
services.  Acadia operates 85 behavioral healthcare facilities with 17,100 beds in 39 
states, the United Kingdom and Puerto Rico.  It provides behavioral healthcare and 
addiction services in inpatient psychiatric hospitals, residential treatment center, and 
outpatient clinics, among other settings.  Acadia operates 4 facilities and 381 beds in 
Tennessee: Volunteer Comprehensive Treatment (methadone) in Chattanooga; 
Trustpoint Hospital (mental health, substance abuse, detox for adults) in 
Murfreesboro; Village Behavioral Health (residential mental health and substance 
abuse for teens) in Louisville; and Delta (mental health, substance abuse and detox) in 
Memphis.  

Expected Costs and Alternatives; Revenue and Expense Information 

The Applicant estimates the total project cost for the construction of the new 88-bed 
facility to be $25,112,600 (includes CON filing fee) or approximately $271.30 per 
square foot which puts the construction cost in the third quartile cost per square foot 
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of hospital construction cost approved by HSDA during 2012-2014. Other Estimates 
include: 

x Architectural and Engineering fees at $1,632,600 
x Site Acquisition and Preparation costs at $2,625,000 
x Legal, Administrative, Consultant fees: $50,000 
x Construction costs at $18,720,000 
x Contingency fund: $1,000,000 
x Fixed equipment at $350,000 
x Other (Dietary equipment & misc. start-up costs): $690,000  

 
Acadia will fund all costs for architecture, engineering, design and construction 
necessary for the facility through a $300M revolving line of credit with $135.7 
million of availability under the revolving credit facility as of December 31, 2015. 
Acadia has committed to provide $25M, more or less, to fund design and construction 
and a $5M credit line for working capital, general corporate purposes and startup 
expenses.  This credit line is proposed to fund any operating shortfalls that may arise 
during startup of the new hospital.   Erlanger Health System will contribute its 
geriatric psychiatric unit and its Erlanger brand to the project.  The Applicant 
indicates that should Acadia not be able to fund the project, Erlanger Health System 
has the patients and funds to develop and implement the project. The Applicant 
submitted an audited financial statement for Erlanger Health System reflecting a 
current ratio for Erlanger as 2.63 to 1, as of June 30, 2015. A ratio of 1:1 is required 
to have the minimum amount of assets needed to cover current liabilities. Acadia’s 
cash on hand at 2015 was reported to be $11.215M; Erlanger’s cash on hand was 
reported to be $92.64M.  Erlanger Health System would also seek a new partner 
should Acadia not be able to fund the project.  

Project Alternatives 

The Applicant considered and rejected a number of alternatives for this project: 

x Co-locating with the Erlanger North Hospital: rejected due to topography and 
inability to accommodate in a functionally efficient manner; required extensive 
site improvement that produced higher costs; 

x Erlanger Medical Center campus: currently available land is earmarked for a 
new/replacement children’s hospital and ambulatory care building; 

x Hamilton County Health Department site adjacent to Erlanger Medical Center: 
alternative required service relocation and replacement increasing project cost. 
Additional contiguous land will be utilized for street extension; 

x Sites owned by city and county which were rejected due to contemplated high 
density industrial development; 
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x Not developing the project at all was rejected because of the perception of need. 
 

Projections 

Since Erlanger Behavioral Health is a new facility, no historical data was available 
for projections. A Historical Data Chart was submitted based on historical data for 
Erlanger Health System. There is not a straight line comparison between the 
operation of a medical surgical hospital and a mental health hospital although it does 
represent a starting point for assessment of operation. 

The Applicant projected a net loss less capital expenditures in the first year of 
operation at $1,211,921 but by year 2, a net operating income of $114,438 
(Supplemental #2). This was based on the following projections: 

 

Chart 4: Projected Utilization 
 Year 1 Year 2 Year 3 

Admissions 1,071 2,128  
Patient Days 8,798 17,481  

Aver Daily Census 24.1 47.9 56.8 
ALOS 8.21 8.21  

Occupancy % 27% 54% 64% 
 

Based on the above admissions, the projected net operating revenue would be: 

         Year 1      Year 2    
Net Operating Revenue  $4,670,977  $10,951,810 
Net Revenue Per Admission        $4,361                      $5,146 

Note that Year 1 includes the start-up cost and twelve (12) months of expenses, but 
only ten (10) months of revenue.  The first two (2) months of Year 1 are planned for 
staff training and facility setup and other start-up activities. 

Providers of acute psychiatric services in the service area (2014 JAR) list an average 
net revenue range per inpatient admission from $8,835 to $11,096. The Applicant’s 
projections are less than either of these and may in the future require adjusting of 
rates and payor mix. The application (page 58) lists the average charge amounts per 
patient: 

 
Average Gross Charge    $11,206 
Average Deduction from Revenue  $  6,845 
Average Net Revenue    $  4,361 
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Average Deduction from Revenue  
   Medicare     $7,759 
   TennCare/Medicaid                                  $12,820 

Average Net Revenue 
   Medicare     $7,759      
   TennCare/Medicaid               $7,422 

 

The Applicant also submits the following supplementary information on projected 
charity care (Supplement to TDMHSAS #2): 

Chart 5: Projected Charity Care 
 Year 1 Year 2 

Total Patient Days 8,798 17,481 
Gross Revenue 12,001,800 26,867,331 

Average Gross Revenue/PPD  1,364.15 1,536,94 
Provision for Charity 293,232 588,873 
Total Charity Care Pts 26 47 

 
Assuming the accuracy of all of these projections, a positive operating margin, 
although slim, would be gained by Year Two. 

The Applicant will apply for participation in the Medicare and TennCare programs 
including BlueCare, TennCare Select and AmeriGroup Community Care programs. 
Revenue from these sources is estimated to be $7,033,566 with percentage of gross 
revenue from Medicare at 32.6% and Medicaid, 25.7%.  Other revenue sources are 
projected to be commercial (29.7%), self pay (8.9%) and other (3.1%). The Applicant 
also recognizes potential for future revenue growth due to expected industrial and 
business growth in the area. 

C. CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE 

Erlanger Behavioral Health proposes to serve minorities and individuals with low 
incomes and uninsured, including TennCare enrollees. It is noted that Erlanger 
Behavioral Health will be classified as an IMD where the cost of patient care for 
TennCare enrollees aged 21-64 will be reimbursed using 100 percent state funds with 
no matching federal funds.  

Erlanger Behavioral Health, through its regional development effort, will offer 
educational services and community outreach program to the entities which have an 
affiliation with the hospital.  Such activities will focus on increasing awareness of 
signs and symptoms of behavioral health disorders.  
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The Applicant indicates that public transportation is available for access to services 
from the Hamilton County area.  Patients from rural areas would either be transported 
by ambulance or care givers. The Applicant plans to accept involuntary admissions. 

The Applicant plans to provide mobile assessment services in local hospital 
Emergency Departments (Supplemental Information to TMHSAS #2).  This is a 
unique service and should facilitate referral to the new facility. Although not 
addressed in the application, this could also contribute to continuity of care if the 
assessment service also makes appropriate referrals to a behavioral health provider 
when hospitalization is not indicated.   

The Applicant considers the new hospital a major asset because it will be part of and 
an expansion of an existing health system and enhance Erlanger Health System’s 
ability to integrate its services within the service area as a safety net provider, trauma 
center and academic medical center.   

To the extent that Erlanger Behavioral Health is broadly accessible to low income and 
indigent patients, will accept involuntary patients, and will serve TennCare and 
Medicare patients, it will contribute to the availability of a continuum of psychiatric 
services. 

Staffing and Salaries 

Staffing for outpatient, intensive outpatient, partial hospitalization, intake, and crisis 
assessment will be located in the Needs Assessment Department of the new Hospital 
and will not be co-mingled with the inpatient units (Supplemental information to 
TDMHSAS). The Applicant also reports that the staff of the intake and crisis 
assessment units will provide assessments within the Needs Assessment Department 
or directly onsite in area hospital Emergency Departments. The ECT Therapy service 
line will be staffed with contract Internal Medicine Physicians, contract 
Anesthesiologist, and 3 FTE RN’s.  This staff is also separate from the inpatient units. 
The staffing pattern submitted and salary data are for inpatient only. 

Staffing rates for the 88 bed facility are cited at 42 daily FTEs in Year 2 and 48 FTEs 
in Year 3. The program FTEs for Year 2 include 1.6 physician, 1 director of nursing, 
11.3 nurses, 31.9 nurse assistants, and 12 social workers.  Other FTEs listed by the 
Applicant include 1 CEO, 1 CFO, 1 COO, 3.2 administrative assistants, 2.4 for 
billing, 1.4 for accounting and 1.2 for marketing.  Total FTEs is projected to be 100.9.  

The Applicant provides the following salary data (TDMHSAS has added the THA 
data for comparison): 

Chart 6: Salary Comparison Data  
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 EHS* 
Market Mid-point* 2015 THA Base 

Rate 50th 
percentile 

Administrative Assistant 18.03 17.84 17.76 
Patient Billing 16.38 16.01 13.96 

Accounting 29.98 31.93 21.12  
(Acct II) 

Marketing Manager 53.88 46.21 39.68 
Psychiatrist 103.45 102.00  

Psychiatric RN - 32.75 26.06 
(Staff nurse)  

Psychiatric nurse assistant - 14.10 10.70 
(BH Tech)  

Social worker 27.60 23.09 24.22 
(LCSW) 

CEO   138.46 
CFO   122.88 
COO   133.12 

Hospital Admin.   121.05 
DON   80.54 

*Applicant’s data; Midpoint data from 2015 Mercer Group Salary Survey reported by Applicant 

The staffing pattern submitted by the Applicant does not list any specialty staff such 
as substance abuse counselors, addictionologists, gerontologists nor children and 
youth specialists. Although the Applicant’s salary data is roughly comparable to other 
hospitals in the area, it does not address need for professionals that would provide 
intended specialty services that could impact the salary rate. 

The Applicant suggests that pharmacy services may be shared with Erlanger Medical 
Center with on-site medication distribution at Erlanger Behavioral Health. Laboratory 
services will be contracted with collection of specimen samples on a scheduled basis 
and storage in a designated location within the facility (Supplemental Information #2 
to TDMHSAS).   

The Applicant reports the use of the 12 Step Abstinence Model for the detoxification 
services with an expected length of stay of 12-15 days.  Internal medicine physicians 
will supervise medical treatment for patients in active withdrawal from any substance.  
No professional staff with substance abuse specialty are listed by the Applicant. 

The Applicant intends to employ interested existing staff of good standing of the 
geriatric psychiatry unit being moved from Erlanger North to Erlanger Behavioral 
Health; Acadia has committed to transferring current pay rates and length of service 
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as well as making economic adjustments for any differences between benefit 
packages. 

Acadia will provide support services as needed for operational oversight such as 
quality assurance, risk management, information systems and legal (Supplemental 
information to TDMHSAS). 

Based on projected occupancy rate cited by the Applicant, the staffing rate should be 
adequate. However, the types of professional staff listed do not address the specialty 
populations the Applicant intends to serve.    

Effect on Existing Providers and Resources 

The Applicant does not anticipate any negative effect of the proposed construction on 
the health care system.  The Applicant does not expect to have any impact on 
Moccasin Bend Mental Health Institute (MBMHI) because of the perception that 
MBMHI serves only individuals with a severe and persistent mental illness. However, 
MBMHI is not limited to serving such persons but also serves any person who meets 
involuntary commitment standards. Considering the 91.1 occupancy rate at MBMHI 
and that Erlanger Behavioral Health will accept involuntary admissions, the 
admission and occupancy rate of the state hospital could be reduced.   If the new 
facility accepts individuals who require acute psychiatric care without regard to the 
payor source, and those needing involuntary hospitalization, it should be an asset to 
the health care system.  The current occupancy rates in the service area warrant 
additional bed options.  

 Letters of Support or Opposition 

One letter of support was received from the Erlanger Chief of Behavioral Health, two 
from the Chief Executive Officer and Clinical Administrator of Children’s Hospital at 
Erlanger, one from the Senior Vice President, Physician Services at Erlanger Health 
System, one from the Professor and Interim Dean of UT College of Medicine 
Chattanooga and one from a community member.  Additionally, the Applicant 
submitted a number of comments from social media in support of the project. Several 
commentators identified support because of waiting lists at existing mental health 
resources and/or backups in Emergency Departments awaiting admission to a 
behavioral health inpatient bed.   No letter or comments in opposition were received. 

Implementation of State Health Plan 

The framework for the State Health Plan is based on the Five Principles for 
Achieving Better Health that generally address improvement of the health of 
Tennesseans; allow reasonable access to health care; development of resources to 
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address the needs of Tennesseans while encouraging competitive markets, economic 
efficiencies, and the continued development of the state’s health care system; 
monitoring for the quality of health care and support of the development, recruitment 
and retention of a sufficient and quality health care workforce (2013 Annual Report, 
State of Tennessee Division of Health Planning, page 8).  

Erlanger Behavioral Health’s application promotes these principles through addition 
of specialized healthcare for adults seeking mental health or chemical dependency 
treatment, detoxification and children and adolescents needing mental health 
treatment. It also proposes to provide access to services to underserved and low 
income populations, those needing involuntary hospitalization and those with 
TennCare and/or Medicare.  The Applicant also proposes to participate in 
professional training for behavioral health professionals. Their mobile assessment 
services are unique to the area and, depending on how the program is developed, 
could provide a referral source to the hospital and for outpatient services by other 
providers when hospitalization is unnecessary.  The community could also benefit 
from the Applicant’s proposed activities that focus on increasing awareness of signs 
and symptoms of behavioral health disorders.  

Working Relationship with Existing Health Care Providers 

Since this is an application for a new facility, there are no transfer agreements in 
place, no working relationships with existing health care providers and no current 
participation in the training of students through internships, residencies and other 
such programs.  However the Applicant reports that it has plans to have transfer 
agreements with its own Erlanger Health System hospitals and with substantially all 
of the same entities currently in place with Erlanger Medical Center. Further, it 
anticipates that there will be transfer arrangements specific to behavioral health with a 
majority of these providers (Supplemental Information to TDMHSAS). It will also 
have an agreement with MBMHI.  The Applicant did not address an agreement with 
the behavioral health mobile crisis teams in the service area. 

Erlanger Behavioral Health plans to negotiate contracts with all managed care 
organizations in the TennCare program, the Georgia Medicaid program, commercial 
insurers and other behavioral health plan organizations as construction is completed. 
The Applicant did not identify the need to assist patients to complete SSI and SSDI 
applications, TennCare and Medicare applications and applications for the Healthcare 
Insurance Marketplace, all of which would support continuity of care.   

Participation in Training of Students 

The Applicant plans to negotiate professional training affiliations for physicians, 
residents and fellows in its hospital.  Consideration will also be given to training 
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programs for social workers and advanced practice nurses to add to Erlanger Health 
System’s affiliations with colleges and universities offering allied health and related 
training programs.   

Erlanger Health System already provides a location for training of senior medical 
students through the UT College of Medicine and a number of physicians trained 
under this program have stayed in the area to work with Erlanger Health System. 
None of the current residency and fellowship programs include behavioral health 
specialties. The Applicant expects to continue and perhaps expand this collaboration 
to graduate medical education and training residency program in psychiatry.  The 
Applicant does not address participation in training in specialty areas such as 
substance abuse, gerontology, children/adolescent psychiatry or addictionology. 
Participation in training activities provides an excellent recruitment opportunity. 

All counties in the identified Tennessee services area are classified as medically 
underserved areas and a health professional shortage area according to the Tennessee 
Department of Health’s annual assessment for HRSA.  According to Tennessee 
Nurses Association reports, Tennessee does not currently have a nursing shortage 
although information is only available statewide and not by county or specialty area. 
No current assessment of the specific supply of social workers, psychologists, or 
addiction specialists for the state was identified.  The Applicant does not anticipate 
staff recruitment issues. 

The Applicant indicates that it has reviewed and intends to comply with all licensing 
and certification requirements imposed by applicable statutes and regulations 
including licensure by the Tennessee Department of Mental Health and Substance 
Abuse Services. No notice of the intent to apply for licensure has yet been filed with 
TDMHSAS.  The Applicant also intends to seek accreditation from The Joint 
Commission and certification from CMS. 

3. CONCLUSIONS 

The Department of Mental Health and Substance Abuse Services recommends the 
approval of the Certificate of Need for Erlanger Behavioral Health to construct a new 
building with 88 behavioral health beds located at an unaddressed site at the 
intersection of North Holtzclaw Avenue and Citico Avenue, Chattanooga, Tennessee. 

1. The Guidelines for Growth formula has often proven to underestimate the need for 
psychiatric beds; that formula projects a current oversupply of  beds in Tennessee but 
an unmet bed need in the Applicant’s total service area. Population increases project a 
slight increased bed need over the next four (4) years in the service area. This project 
addresses the need to increase the bed supply to accommodate a slight Tennessee 
population increase but significantly to also accommodate a very high bed utilization 
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rate in the area.  
 

2. Adequate funding appears to be available from Acadia to cover the cost of 
construction of the new facility; projected gross operating revenue appears to be 
sufficient to support the economic feasibility of the project although at a slim margin.  

 
3. The project contributes to the orderly development of health care because it will 

continue to provide services for people with low income, Medicaid or Medicare 
enrollees, and those who are uninsured that access healthcare in the service area. To 
the extent that Erlanger Behavioral Health serves individuals meeting criteria for 
emergency involuntary hospitalization, the hospital would have a positive impact on 
the community and the mental health delivery system by making inpatient gero-
psychiatric, acute adult, child and adolescent psychiatric and chemical dependency 
services available at a local level. Other than the one state hospital in the service area, 
Erlanger Behavioral Health is one of very few that plans to accept emergency 
involuntary admissions which means that their beds are available to this population 
for whom there is no less restrictive alternative to emergency involuntary admission 
to a psychiatric hospital.  It is expected that quality of services will be attained 
because of planned compliance with all applicable regulations and standards 
including those of TDMHSAS and The Joint Commission and CMS. Erlanger 
Behavioral Health’s commitment to clinical training will promote workforce 
development in this specialized field. 

In conclusion, TDMHSAS supports the construction of a behavioral health hospital, 
Erlanger Behavioral Health, with the clinical rationale to provide acute adult inpatient 
psychiatric, geriatric psychiatric, chemical dependency and children and adolescent 
services in distinct units designed to address their unique needs.  This project will 
also continue to support services to minorities, low income individuals, TennCare and 
Medicare enrollees and those in need of emergency involuntary hospitalization. 
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