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In accordance with N.C. GEN. STAT. § 131E-185(al)(1), Rex Hospital (Rex) submits
the following comments related to competing applications to develop additional
operating rooms in Wake County to meet a need identified in the 2010 State
Medical Facilities Plan (SMFP). Rex’s comments include “discussion and argument
regarding whether, in light of the material contained in the application and other relevant
factual material, the application complies with the relevant review criteria, plans and
standards.” See N.C. GEN. STAT. § 131E-185(al)(1)(c). As such, Rex’s comments
‘are organized by the general CON statutory review criteria and specific
regulatory criteria and standards, as they relate to the following applications:

o WakeMed, (WakeMed Cary), Project ID# J-8463-10

o Duke Raleigh Hospital, (Duke Raleigh), Project ID # J-8467-10

° Holly Springs Surgery Center, LLC, (Novant), Project ID# J-8471-10
° Rex Hospital, Inc. (Rex Holly Springs), Project ID # J-8468-10

° Rex Hospital, Inc. (Rex Main Campus), Project ID # J-8469-10
GENERAL COMMENTS

WakeMed Cary

WakeMed Cary recently reached an agreement with Surgical Care Affiliates
(SCA) effective March 31, 2010 and discussed in a news release on March 24,
2010 whereby:

= WakeMed [will purchase] a controlling interest in the general parinership that
operates the Blue Ridge Surgery Center located on Lake Boone Trail in Raleigh .

» SCA will begin managing surgical services operations for WakeMed Cary
Hospital . ..

= Effective May 17, 2010, 142 WakeMed Cary Hospital Surgical Services
employees will transition to working directly for SCA. :



See Exhibit 1 for the WakeMed news release. This agreement raises several
issues as the application filed by WakeMed Cary to develop additional operating
rooms does not reference it in any way. In fact, this agreement may be a
material change to the WakeMed Cary application which must be considered.

WakeMed states in the news release that the two parties have been “exploring a
formal relationship for nearly 16 months” [emphasis added] and thus, WakeMed
Cary’s application could have included information about the details of this
forthcoming agreement. For instance, it is not known when SCA will take over
management of the WakeMed Cary surgery services. WakeMed Cary surgery
employees will transition in May 2010, but it is unclear whether this will coincide
with the change in management. The management entity for a surgical
department which is proposing to add three operating rooms should be clear to
the CON Section during its review; in this case it is not.

WakeMed's purchase of the Blue Ridge Surgery Center adds six operating rooms
to its existing capacity which have not been accounted for in WakeMed Cary’s
application. More importantly, these six operating rooms are underutilized;

according to its 2010 License Renewal Application (see Exhibit 5), Blue Ridge

Surgery Center has a surplus of 1.3 operating rooms (1.3 = 6 existing rooms - 4.7
rooms needed for 5,904 outpatient surgical cases x 1.5 hours per case + 1,872
hours per room).

WakeMed's decision to have SCA manage its WakeMed Cary facility is also
problematic. As shown, SCA’s management of the Blue Ridge Surgery Center
has resulted in underutilized operating rooms. It is unclear what impact the
management of WakeMed Cary’s surgery department by SCA will have, but
given the underutilization of SCA’s own facility, the impact is more likely to be
negative. In addition, any transition in management will necessarily result in
some period of adjustment for patients, physicians, and staff. It is unclear
whether this also will negatively affect patient experiences and ultimately,
projected surgical volumes and financial feasibility. :

Finally, the surgical department at WakeMed Cary have a different financial
structure once the management agreement is in effect and employees transition
to working directly for SCA. This reorganization will affect the financial
workings of WakeMed Cary project as proposed. It is unclear whether the
proposed changes impact the financial feasibility of WakeMed Cary’s project.

Again, WakeMed Cary’s application contains no discussion of this agreement.
Without greater information, it is impossible to determine the degree to which
WakeMed Cary’s project will be affected.



The WakeMed Cary should also not be approved because it relies upon
unreasonable growth projections for its surgical services. These projections are
not supported by historical data and rely on inconsistent external data sources.
Furthermore, WakeMed Cary’s projections contain wholly unsupported market
share assumptions for the Raleigh Surgery Center, WakeMed’s recently
approved outpatient surgery center located adjacent to the WakeMed Raleigh
campus, and do not reflect an expected shift of cases to Rex Surgery Center of
Cary which will negatively impact the proposed project. As such, WakeMed
Cary should not be approved.

Duke Raleigh

The Duke Raleigh application should not be approved because it fails to provide
any methodology on which to base its projections. In a certificate of need review,
the burden is on the applicant to demonstrate the need for the proposed project
and to provide the statistical data (i.e., methodology) that substantiates the
existence of the need of the patient population. However, Duke Raleigh fails to
provide any methodology which would adequately demonstrate that its
projected utilization is based on reasonable and supported assumptions. As
such, the Analyst cannot reasonably rely on the projections provided. Further, in
failing to provide any methodology, Duke Raleigh also failed to adequately
demonstrate that its projected volumes for the proposed operating rooms
incorporate the Policy Gen-3 concepts in meeting the need identified in the 2010
SMFP. Therefore, Duke Raleigh did not adequately demonstrate that the
proposed project would maximize healthcare value.

In addition, Duke Raleigh submitted its proposal on an incorrect application
review form, the Acute Care/Medical Equipment application form. Given that
its proposal involves the development of two additional operating rooms, the
applicant should have used the OR/ASC/GI application form.  Use of an
incorrect application form unfairly shifts the task of determining whether the
applicant has adequately responded to all appropriate and applicable questions
onto the Analyst and may result in Duke Raleigh's failure to adequately respond
to all questions needed to demonstrate conformity with the applicable statutory
review criteria.

Novant

Novant proposes to develop a new freestanding ambulatory surgery center with
one procedure room and three dedicated outpatient operating rooms to be
located in southern Wake County in Holly Springs, hereinafter referred to as
Holly Springs Surgery Center (HSSC). In its application, Novant refers to its
attempts to develop a community hospital in Holly Springs: in 2008 Novant




submitted a certificate of need application which was subsequently denied and
according to Novant, in 2009, the Town of Holly Springs petitioned the State
Health Coordinating Council (SHCC) for an adjusted bed need determination for
Wake County in the 2010 SMFP, so that Novant could again submit an
application for a community based hospital. The SHCC subsequently denied the
Town of Holly Springs petition. Given Novant's clear long-term goal to develop
a hospital in Holly Springs—the location of the proposed operating rooms—its
proposed project is merely a means to an end. Therefore, while Novant touts the
benefits of a freestanding ambulatory surgery center—namely, lower co-pays
and charges—to give its proposal a competitive advantage in this CON review, it
would seem that given the opportunity to add beds to its proposed facility, Holly
Springs Surgery Center (HSSC), Novant would seize the opportunity, which
would negate the advantage it asserts.

Furthermore, while Novant had support from the Town of Holly Springs for its
2008 community based hospital proposal, in the current CON review, Rex has
the unanimous support of the Town Council of Holly Springs. As Rex noted in its
application, the Town of Holly Springs has recognized not only a need for
outpatient services, but also, a need for those services to be developed by Rex.
However, in its application, Novant implies that Rex garnered the Town of Holly
Springs unanimous support for its project through the use of coercion—
particularly as it relates to its previously approved outpatient center, Project ID #
J-8007-07. In its application, Novant states “[lleadership for the Town of Holly
Springs however, elected to support the Rex application for the freestanding ambulatory
surgery center to assure that Rex moves forward with construction of the CON Project

ID # ]-8007-07...according to the timeframe for Project ID # ]-8007-07, construction of -

this facility should be 25% complete by May of 2010. To date, Rex has not broken
ground...” See Novant's application p. 48. Such inflammatory statements are
blatantly offensive, distracting, and improper. Novant should base its arguments
on matters of substance rather than relying on unsubstantiated emotional
arguments and shock value. Rex obtained the unanimous support of the Town
of Holly Springs based on its historical experience providing the services
proposed in its application. In fact, in a 2008 consumer survey Rex’s preference
share for outpatient surgery ranked #1 in Wake County, with 41 percent
preference share for the total area, more than 2.5 times the next provider
(WakeMed Cary at 16 percent). Moreover, Rex ranked #1 in each of the four
geographic areas measured in the survey —North Raleigh, West Raleigh, South
Wake and East Wake. Novant's remarks that Rex obtained the support of the
Town of Holly Springs through coercion are simply ludicrous. As demonstrated
in the most recent progress report submitted on February 15, 2010 to the CON
Section for Project ID # J-8007-07, Rex is developing the project as originally
planned and any delays are associated with partnering with a developer. The
project is scheduled to be complete as of January 1, 2012. Therefore, as of Rex’s



most recent progress report for Project ID # J-8007-07, the project is —contrary to
Novant’s statements otherwise — proceeding according to schedule.

Notwithstanding the aforementioned, the Novant application should not be
approved because Novant fails to provide responses in its application to a
number of questions which relate directly to the statutory review criteria. Rex
maintains that Novant’s omissions are fatal to the approvability of its
application.

In its application, Novant fails to provide any responses to Section III.3-I[1.9. A
number of these questions relate directly to the applicable statutory review
criteria and are not referenced anywhere else in the application. Specifically, the
questions cited above respond to SMFP Policies, including Gen-3, which is part
of the review under Criterion 1, as well as the identification of patients by
county, which is required under Criterion 3. In addition, the applicant failed to
respond to omitted questions relating to alternatives, and has therefore failed to
provide information required under Criterion 4. Finally, the applicant does not
respond to questions about existing providers and thus fails to demonstrate
conformity with Criterion 6.




APPLICATION-SPECIFIC COMMENTS

WakeMed Cary

(3)

The applicant shall identify the population to be served by the proposed
project, and shall demonstrate the need that this population has for the
services proposed, and the extent to which all residents of the area, and, in
particular, low income persons, racial and ethnic minorities, women,
handicapped persons, the elderly, and other underserved groups are likely to
have access to the services proposed.

WakeMed Cary fails to demonstrate the need of the population for
the proposed project, based on the following reasons:

1. Unreasonable growth projections for its surgical services:

a. Projected growth rates are unreasonable in light of
historical growth rates demonstrated by the
WakeMed System.

b. WakeMed System historical data are not supported
by its 2010 Hospital License Renewal Applications
(HLRAsS).

c. Projected growth rates are unreasonable in light of
historical growth rates demonstrated by WakeMed
Cary.

d. WakeMed Cary historical data are not supported by
its HLRA.

e. Projected growth rates exceed the historic Wake
County growth rates demonstrated in HLRA and
ThomsonReuters data.

2. Inconsistent data sources:
a. Higher number of surgical cases in market
b. Higher number of surgical cases performed at
WakeMed locations.

3. Unsupported market share assumptions for the Raleigh
Surgery Center

4. Failure to account for the shift of cases to the Rex Cary, LLC




While WakeMed Cary’s projection methodology may seem similar
to WakeMed’s recently approved application to develop a surgery
center in Wake County, the analyses below demonstrate significant
differences between the two applications.

1. Unreasonable Growth Projections

a. On page 57 of its application, WakeMed Cary provides the
estimated surgical cases for the WakeMed System which project
a 6.7 percent compound annual growth rate (CAGR) for total
cases, a 4.6 percent CAGR for inpatient cases, and a 7.7 percent
CAGR for outpatient cases. |

WakeMed System Projected Surgical Growth Rates

FFY } Inpatient ? Outpatient l Total Cases I
2009 | 9,074 | 18,322 } 27,396 1
2010 | 9553 | 19188 | 28741 |
2011 | 9242 | 22,664 | 31,906 |
2012 | 9,947 i 24778 | 3475 |
2013 | 10,691 1 26482 | 37173 ]
2014 | 11,282 | 2752 | 38804 |
2015 | 11,898 | 28,568 1 40,466 |
CAGR | 4.6% 1 7.7% | 6.7% |

These projected growth rates are unreasonable in light of the
historical growth rates demonstrated by the WakeMed System
and the failure to provide a rationale to support this drastic
change. As shown below, the WakeMed System has slightly
negative total CAGR from FFY 2007 to 2009, based on data
provided in the 2008 to 2010 Hospital License Renewal
Applications (HLRAs) for WakeMed Raleigh and WakeMed
Cary.l

_WakeMed System Historical Surgical Growth Rates
.~ FrY }  Inpatient l ~ Outpatient l ~ Total Cases i
2007 | 8921 | 20566 | 29487 |

Rex did not consider data from prior HLRAs due to the change in how surgical case data
was requested. Beginning with the 2008 HLRA, the form requested all surgical cases
including cases operated on in procedure rooms or any other location whereas prior
years requested surgical cases performed in operating rooms only.




2008 | 9157 | 19947 | 29104 |
2009 | 8,952 1 20450 | 20402 |
CAGR | 0.2% | (0.3%) { 01%) |

Note: Excludes C-section and Open Heart cases.
Source: WakeMed Raleigh and WakeMed Cary 2008 to 2010 HLRAs.

b. The historical data presented above may include surgical cases

performed in procedure rooms or other locations whereas the
data presented in the WakeMed Cary application does not.
Thus, it is reasonable that the total historical cases provided in
the 2010 HLRA for FFY 2009 (29,402) is higher than FFY 2009
data provided in WakeMed Cary’s application (27,396).
However, it is not reasonable that WakeMed Cary’s
application shows a higher number of FFY 2009 inpatient
cases than is shown on the HLRAs (9,074 inpatient cases in the
WakeMed Cary application compared to only 8,921 inpatient
cases on the 2010 HLRAs), particularly without an explanation
for the difference.

On page 57 of its application, WakeMed Cary provides the
projected surgical cases for the WakeMed Cary location which
demonstrate a 4.7 percent CAGR for total cases, a 7.2 percent
CAGR for inpatient cases, and a 3.9 percent CAGR for
outpatient cases.

WakeMed Cary Projected Surgical Growth Rates

FFY ! Inpatient f Outpatient 1 - Total Cases !
2009 | 2,079 | 7az l 9,201 j
Joo0 | 222 | 7s0 | 9ee2 |
2011 | 2331 | 7805 | 10136 |
2012 | 2,442 } 8,174 | 10616 |
2013 | 2,666 { 8,441 | 1n107. |
208 | 2002 | 875 | 107 |
2015 | 3149 | 8963 | 12112 |
CAGR |  72% | sk | arh |

These projected growth rates are unreasonable in light of the
historical growth rates demonstrated by WakeMed Cary and
the failure to provide a rationale for the change. As shown
below, WakeMed Cary has shown only a 2.5 percent total
CAGR from FFY 2007 to 2009, based on data provided in the



2008 to 2010 Hospital License Renewal Applications (HLRAs)

for WakeMed Cary .2
WakeMed Cary Historical Surgical Growth Rates
FFY } Inpatient } Outpatient 1 Total Cases ]
2007 | 1617 | 7,159 | 876 |
2008 | 1,686 t 6,962 | 8,648 1
2000 | 1,947 | 7,273 | 9220 |
CAGR | 9.7% | 0.8% | 2.5% :

Note: Excludes C-section and Open Heart cases.
Source: WakeMed Cary 2008 to 2010 HLRAs.

While WakeMed Cary’s projected growth rate is below its
historical growth rate for inpatient cases, its projected growth
rate for outpatient cases is five times as much as its historical
growth rate and its projected growth rate for total cases is two
times as much as its historical growth rate.

WakeMed Cary Comparison of Growth Rates

i Inpatient } Outpatient l Total Cases }
Projected 2009t02015 |  7.2% |  39% | 47% |
Historical 200702009 | 97% |  08% |  25% |
Projected + Historical | 07 | 49 | 19 |

In addition, WakeMed Cary’s historical inpatient growth rate is
likely to have been affected by the addition of 42 inpatient
medical/surgical beds during FFY 20083 However, inpatient
beds were added in FFY 2008 according to the 2009 HLRA.
Thus, the growth in inpatient days from 2007 to 2009 is likely
largely a result of this increased bed capacity. However, this
growth is not likely to continue in the future as WakeMed Cary
has no current projects to add inpatient beds and thus
WakeMed Cary’s historical growth in inpatient cases is not a
good predictor of future growth.

d. The historical data presented for WakeMed Cary may include
surgical cases performed in procedure rooms or other locations
whereas the data presented in the WakeMed Cary application

Ibid.
According to page 3 of WakeMed Cary’s 2009 HLRA which provides data for FFY 2008,
there was a permanent change in the total number of beds during the reporting period.




does not. Thus, it is reasonable that the total historical cases
provided in the 2010 HLRA for FFY 2009 (9,220) is higher than
FFY 2009 data provided in WakeMed Cary’s application (9,201).
However, it is not reasonable that WakeMed Cary’s
application shows a higher number of FFY 2009 inpatient
cases than is shown on the HLRAs (2,079 inpatient cases in the
WakeMed Cary application compared to only 1,947 inpatient
cases on the 2010 HLRA), particularly without an explanation
for the difference. This discrepancy represents a 6.8 percent
- difference (6.8 percent = 2,079 + 1,947 - 1).

. While the historical data for WakeMed Cary and for the
WakeMed System is the best context to examine the
reasonableness of the projected growth rates, Rex also examined
the market data provided in WakeMed Cary’s application. On
page 31 of its application, WakeMed Cary provides total
surgery cases for Wake County as reported on HLRAs, which
demonstrate a 3.8 percent CAGR from FFY 2005 to 2008.

Wake County Historical Surgical Growth Rate
Hospital License Renewal Application Data

Per WakeMed Cary page 31
FFY } Total Cases !
2006 | 66,242 B
2007 } 69,125 1
VVVVVVV ] 2008 | 75188 }
CAGR i 3.8% 1

Note: WakeMed Cary notes on page 31 that this data includes cases
performed in C-section rooms, dedicated open heart operating rooms, and
procedure rooms.

As shown above, the WakeMed System and WakeMed Cary are
projected to demonstrate 6.7 percent and 4.7 percent CAGRs,
respectively, for total surgical cases in the WakeMed Cary
application or 1.8 and 1.2 times the historical growth rate for
total surgical cases in Wake County according to HLRA data.

WakeMed Cary states in its application that “the data in the
License Renewal Applications are not considered reliable” (page 31)
and uses ThomsonReuters market data exclusively in its
projection methodology. Rex examined that data to determine
the reasonableness of WakeMed Cary’s growth projections. On

10




page 41, WakeMed Cary provides the historical
ThomsonReuters surgical data for Wake and 15 other counties.
Rex focused on the historical trends of Wake County as 70
percent of WakeMed's patient originate from Wake County (per
page 38) and the county has exhibited stronger surgical growth
than most of the other 15 counties.

Wake County Historical Surgical Growth Rates
ThomsonReuters Surgical Data

Per WakeMed Cary page 41
FFY { Inpatient 5 Outpatient 1 Total Cuses I
2004 | 12,697 | 19612 | 62339 |
2005 | 13,256 | 51,885 ! 65,141 }
2006 | 14,690 } 54,552 1 69,242 |
2007 | 14481 | eop06 | 75187 |
2008 | 14661 | 63272 | 7793 |
CAGR | 3.7% | 63% } 5.7% |

The following table compares the projected surgical growth
rates for the WakeMed System and WakeMed Cary as
calculated above to the ThomsonReuters historical growth rates
for Wake County.

A ; Inputzent f Outpatient } Total Cases ]1
WakeMed System Pro]ected 2009 to 2015 - l 4.6% i - 77% ] 6.7% J
WakeMed Cary Projected 2009 to 2015 | 72% | 89% | a7% |
Wake County per ThomsonReuters 2004 t02008 |  37% |  63% |  57% |
WakeMed System Projected + Wake County 12 12
Historical per ThomsonReuters ) -
WakeMed Cary Projected + Wake County 0.8 f
Historical per ThomsonReuters T

As shown, the WakeMed System is projected to grow 1.2 to 1.3
times as fast as Wake County has historically grown according
to the ThomsonReuters provided by WakeMed Cary. The
projected outpatient and total growth rates for WakeMed Cary
are below the historical ThomsonReuters Wake County rates.
However, the inpatient growth rate is two times as large as the
historical ThomsonReuters Wake County rates. This disparity
is significant as inpatient cases are weighted two times more

11



heavily in the calculation of operating room utilization. Thus,
an unreasonable number of inpatient cases has a much more
significant impact than an unreasonable number of outpatient
cases.

. Inconsistent Data Sources

. WakeMed Cary’s projections rely entirely on ThomsonReuters
surgery data which is inconsistent with the same data that
WakeMed provided in its most recent surgery CON project.

As described in its response to 10A NCAC 14C .2102 (b)(5)
starting on page 30, WakeMed Cary’s surgery projection
methodology relies completely on the ThomsonReuters
Inpatient and Ambulatory Surgery Databases, and specifically
on the Federal Fiscal Years 2004 to 2008. WakeMed Cary states
on page 35 that:

For the reasons outlined above, the Thomson market
databases clearly present a more rational and reasonably
expected pattern of utilization for calculating Wake County
surgery use rates. Further, the Thomson databases provide
much greater versatility for analysis because of the levels of
detail present. Therefore, WakeMed opted to use the
Thomson databases as the basis for projecting surgery use
rates for each of the market counties in the Opemtm g Room
Need Methodology presented below.

WakeMed opted to utilize Thomson data through FY 2008,
given that full FY 2009 data was not available for inclusion
in this application. Attempting to prorate or annualize the
partial FY 2009 data could potentially skew the
methodology use rates, given variations and inconsistercies
in data reporting among providers, and the fact that
Thomson typically "refreshes" the most recent year's data
at the end of the reporting period. With five full years' of
data available through FY 2008, WakeMed determined that
utilizing Thomson data through FY 2008 would produce
the most consistent and conservative results.
[emphasis added] '

A review of WakeMed Raleigh’s recent application to develop
an outpatient surgery center in Raleigh (Project ID # J-8364-09),

12




hereafter referred to as “WakeMed 2009” clearly demonstrates
that WakeMed Cary’s data is neither consistent nor
conservative.

On page 41 of its application, WakeMed Cary provides total
market surgery cases by county according to the Thomson
market databases:

Fuble 113 K
Tatal Warket Svegary Cazes by County, FY 2004 Thru FY Z008*
For Seletted Sumgery Failents
County Patient Type 103 pivin) X 20y P
Wake Ingatient 15,557 13,256 14,5550 11,481 14,51
Cutpatied 49,547 31,845 31,553 60,706 83372
Total CEL3NY 63,001 | 69240 75,187 77,13
Durbyary Inpatisal +REY A, FES 4,781 4,769 5854
© Quipatisny 16751 15,687 13,215 20,500 3,327
Total 13,592 a1 23,003 25,750 27,343
Cumbariand Inpatigd 5505 5,646 5,755 5,347 5,514
© o Darpatiery 15,335 32 1,73 1R.Z38 1256
Total e 22,088 73,085 73,625 24,385
Johnsian Inpatig 2531 2,968 3,331 3,286 14
Dutpil 5,845 9369 1476 10,820 1057
Totatl L1976 12,333 13,009 14,105 13,315
Wayre tpatiors 3,061 N 2533 2418 140
Outomlont 3,305 §,157 | 1,306 5,155 £485 |
Total, 11,356 11,334 | 11,283 11,084 15,448
teash frpatient 2,266 2188 ¢ 2,965 30 1,295
Catpient [T 1,554 7,104 5,937 (ELTR
Teaal B,975 | B.743 5,523 5,256 9,603
Harnatt Irpaient b 2046 100 A
Costpatient 805 dul T
Total 8,015 241 9,623
Willsmn inpatient 1A 2481 2053 AL
Cuipationt 5,23 S| 5im EXIE 4,867
. T5ta) 1368 T A 59 5,472
lea Ingatisnt 1,351 1563 PR 1,413
Duspatiel I ASIR 5,125 703
Tetl [ 5951 6,035 7a1%
Sampscn Inpatiort 1,557 1,483 1,356 1318
Dutpatiarg 4,357 3,757 3,804 <70
Talal 5,854 5,241 5,350 .
Hallfax fpatiers Y 1,678 5,68% 1,717
Cutpatlent 3,431 3,757 3,880 375¢
Total 5,023 5,435 5,560 5,78}
Granvllle Iroatlunt TR 1,305 1362 1,151
Cudpainnt 1,518 3,404 3,953 135
Total 4,015 4,749 §.255 3ETY
FErarskim Inpztient 1,165 1210 L3 1,30
Cuipaticat ERED 3515 %313 4,370
Tatal 4,580 1,326 176 5,576
Vanre fnpatient B 1,212 1293 1,237 5,353
Dutpaticnd 213 3,347 3,843 3826
Tatal 4434 4,652 4,380 5,079 ¢
Chathare Inpatient ) St EFL] 23 244
~Jutpatlens FREEE] 2,350 2,435 5,778
Taotal 3,402 3,784 4711
Craplin Inpatiers BEREE] 1 b4 L1y
Cakputiont ¢ 3,655 3,055 3,012 4
Total ! 4,266 434K 4,186 4936

o AP B O surgeins socieded seepl Daetinng and Fpabaent oarduc surgary,

WakeMed 2009 provides a similar table on page 49 of its
application:
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Table 1110 Total Market Surgery Cases by County, FY 2004 through FY 2008 *
For Selected Surgery Patients from the Thomson Market Databases
History of Selected Surgical Cases Volumes by County

Counties Pt Type FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Wake Inpatient 12,697 13,256 14,690 14,481 14,576
: Outpatient 49,642 51,885 54,5652 60,706 63,014
Wake Total | Total 62,339 65,141 69,242 75,187 77,590
Durham Inpatient 4,839 4,705 4,781 4,769 4,846
i Oulpatient 18,753 16,092 18,228 20,990 22,271
Burham Total | Total 23,592 20,797 23,009 25,759 27,417
Cumberiand Inpatient 5,506 5,646 5,756 5,387 5,615
Outpatient 16,539 17,342 17,729 18,238 18,897
Cumberland Total | Total 22,045 22,988 23,485 23,625 24,412
Johnston Inpatient 2,931 2,969 3.131 3,286 3,246
OQuipatient 8,845 9,364 9,876 10,820 10,437
Johnston Total | Total 11,776 12,333 13,007 14,108 13,683
Wayne Inpatient 3,061 3,037 2,938 2,918 2,962
Qutpatient 8,305 8,197 8,346 8,166 8,479
Wayne Total | Total 11,356 11,234 11,284 11,084 11,441
Nash Inpatient 2,166 2,189 2,365 2,309 2,296
Outpatient 6,809 6,554 7,164 6,947 7,294
Nash Total | Total 8,975 8,743 9,529 9,256 9,590
Harnett inpatient 1,996 1,961 2,046 2,022 2,084
Outpatient 6,703 6,988 6,969 7,412 7.410
Harnett Total | Total 8,699 8,949 9,015 9,434 9,494
Wilson Inpatient 1,933 1,969 2,081 2,097 2,106
Oulpatient 5232 5214 5,143 5317 4,836
Wilson Total | Total 7,165 7,183 7,234 7,414 6,941
Lee Inpatient 1,380 1,442 1,363 1,400 1,408
Outpatient 4,423 4,768 4,618 5425 5,508
Lee Total | Total 5,803 6,210 5,981 6,825 6,916
Sampson Inpatient 1,657 1,606 1,484 1,456 1,475
Outpatient 4,297 3,803 3,757 3,894 4,697
Sampson Total | Total 5,854 5,409 5,241 5,350 6,172
Halifax Inpatient 1,672 1,678 1,689 1,719 1,647
' Outpatient 3,351 3,757 3,880 4,064 4,362
Halifax Total | Total 5,023 5,435 5,569 5,783 6,009
Granville Inpatlent 1,297 1,306 1,302 1,282 1,358
| Outpatient 3518 3,404 3,953 4,389 4,639
Granville Total | Total 4,815 4,708 5,265 5,671 5,997
Franklin Inpatient 1,165 1,210 1,362 1,306 1,166
’ QOutpatient 3424 3,616 3,914 4,270 3,896
Franklin Total | Total 4,589 4,826 5,276 5,576 5,062
Vance Inpatient 1,212 1,270 1,237 1,253 1,153
OQutpatient 3,212 3,382 3,623 3,826 3,950
Vance Total | Total 4,424 4,652 4,860 5079 5,103
Duplin | Inpatient 1,211 1,193 1,144 1,102 1,111
Qutpatient 3,055 3,065 3,042 2,934 3,297
Duplin Total | Total 4,266 4,248 4,186 4,036 4,408
Chatham Inpatient 869 929 949 984 1,016
Qutpatient 2,933 2,759 2,835 3,728 3,955
Chatham Total | Total 3,802 3,688 3,784 4,712 4,971

* AllIP 8 OP surgeries included except C-sections and 1P cardiac surgery. See pages 47 & 59 for further information.

A comparison of the total number of surgery cases for each
county shows a greater number of 2008 surgery cases in 14 out
of the 16 counties shown:

2008 Total Surgery Cases by County
Comparison between WakeMed Applications

WakeMed Cary | WakeMed 2009 WakeMed Cary

Application, - Application, minus WakeMed g
... | page#l |  paged9 | - 2009 |
Wake B 77,933 1 775% -
_Durham oowass | o7 | 66|
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» Cumberlandw

| oasss | 2412 | 173 ]
Johnston | 13815 | 13,603 | o 1
Wayne | 11449 | 11441 j 8 I
Nash } 9,603 | 9,590 j 13 |
Harnett | 9,623 | 9,494 | 129 I
Wilson | 6,972 | o1 | 31 |
Lee | 7,116 } 6916 | 200 |
Sampson B 6,023 E 6172 | (149) f
Halifax | 6,027 | 6009 | 18 I
Granville § 6,011 | 5997 § 14|
Franklin | 5,077 } 5,062 | 15 ;
Vance ) 5113 | 5103 ) 10 }
Chatham | 15,039 | 4971 | 68 ’
Duplin ] 4,290 1 4,408 t (118) |
TOTAL | 225859 | 22482% | 1,033 |

As shown, WakeMed Cary’s application provides data showing
1,000 more surgery cases in 2008 than shown in the WakeMed
2009 application- a clear inconsistency. Moreover, of the two
datasets provided, WakeMed Cary’s is the less conservative.

WakeMed Cary does not provide any explanation for the

differences in the data presented.

In fact, WakeMed Cary’s

surgical case definition is identical to the WakeMed 2009

definition:

WakeMed Cary states on page 40:

Rzcords were first selected for patients with an 1CD-9 grincigal procedure code that
felt within one of the Thameon surgical service tines, Bata wias further refined by
aralyzing individual principal procedure 1CD-9 codes to ensura elimination of those
procaduras that would nat typicatly be performed in a surgical oparating room, such
a5 endestogy cases, skin sutures, cardiac cathetarization/cartise anglaplasty,

Eystosenpy, and endoviscular pases,

Finally, certain speciatized operating roam-tyge patienis were excluded. the
analysls excluded cases gerfarmed in dedicated C-section operating ronms, a5 well
as dedicabed opun heart surgery operaling rooms, Please see Attachment 15 for a
list of current ICD-9 surgical procedena codas and whethar they were salected for
inclusion in the ead tethedology anabysis. The following table prevides talal

surploal cases by county for FYs 2004-2068.

and WakeMed 2009 states on pages 47-48:
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Records for the analysis dataset from the Thomson database were first
selected for patients that had an ICD-9 principal procedure code and fell
within one of the Thomson surgery Service Lines. Further selection
refinement was accomplished on this subset of patients by analyzing the
principle procedure ICD9 codes to ensure elimination of those 1ICD9
procedures that would not typically be performed in an operating room, such
as endoscopy cases, skin sutures, cardiac catheterization/cardiac angioplasty,
cysto cases, and endovascular cases.

Lastly, certain specialized operating room type patients needed to be
excluded. Surgery outpatients are provided services in several types of
operating rooms, including hospital-based dedicated outpatient operating
rooms; hospital-based inpatient/outpatient shared operating rooms; and
dedicated ambulatory surgery center operating rooms. Because of the
shared operating rooms, most inpatient surgery cases are included in the
analysis. The dataset selection excluded surgeries that would be performed
in C-Section rooms and dedicated open heart operating rocoms, These
specialized OR cases were excluded by the Thomson Service Lines of
Inpatient Cardiac Surgery and Inpatient Obstetrics.

As shown, both applications employed identical surgical case
definition and thus, different definitions are not the source of
the discrepancy.

In addition to the inconsistent and aggressive total surgery
cases by county, WakeMed Cary also provides inconsistent and
aggressive data for the number of surgery cases performed at
WakeMed locations, particularly WakeMed Raleigh when
compared to the WakeMed 2009 application.

On page 48 of its application, WakeMed Cary provides 2008
market share by county by location:

Tabia )1.18
FY E003 Woketded Percart 0f Tolad Surgery Coses
{or £ach County a1 Active Wakehted Surgery Locsdion

Srmerian

Pislomrind Whakehied ‘Wakphied

Courgy Ralglgh Cary Herth

Wake 12.8% a 7% 138

Curham 1.4% 0.3% 0.5

Cumhedang 5% el D
Jubeston AL
1 Wayne ) XL
1 Hask 5.5
Hamett 7o
Wilsir ] i
Lo 1.2
SHTqpson 5015
Halilza Ak
Grarvilte 2.4%
Franklin : 11.6%
Vancy B 143
Chathu 0%
Buplia 154
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When the market share percentages by location shown in the
table above are applied to the total surgery cases by county, the
following number of cases by county are determined to have
been provided by WakeMed by location according to WakeMed
Cary’s proposed project (please see Exhibit 2 for detailed tables
demonstrating the calculations summarized below):

FFY 2008 Cases by County for Each WakeMed Location

Calculuted Caleulated Culculdi;zc}

WakeMed WakeMed WakeMed

Raleigh Cases | Cary Cases North Cases
Wake | 9,975 | 6,780 } 2,572 {
Durham 2 109 | 82 | 82 |
Cumberland | 123 | 9 | 0 §
Johnston |, | ws | 12|
Wayne | 89 | 0=m |  om |
Nash B 365 | 29 38 }
Harnett | 674 | 520 | N
Wilson i 272 i 7 ‘ B }
Lee j 85 } 135 | 7
Sampson ﬁ 361 ) 175 ! ;
Granville R € Y A S - R
Franklin | 59 | 51 | 310 |
vanee | o7 | w0 ] i
Chatham LT T
TOTAL | 14703 | 8443 ; B 3 276 ]

However, as noted above, the WakeMed 2009 application
provides similar data which is inconsistent with the WakeMed
Cary data.

On page 54 of the WakeMed 2009 application, the followmg
market share data are presented:
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[ Table 1117 FY 2008 WakeMed Percent of Total Surgery Cases *
For Each County for Each Active WakeMed Surgery Location
FY 2008 % Cases by WM Facility by County
Counties WakeMed WM Cary VWM North
Wake 12.1% 8.7% 3.4%
Durham 0.4% 0.3% 0.3%
Cumberland 0.5% 0.2% 0.0%
Johnston 8.3% 3.2% 1.1%
Wayne 1.2% 0.2% 0.1%
Nash 2.5% 0.3% 0.4%
Harnett 54% 54% 0.2%
Wilson 1.9% 0.1% 0.1%
Lee 1.1% 2.0% 0.1%
Sampson 2.9% 2.8% 01%
| Halifax 1.3% 0.0% 0.1%
Granville 2.3% 0.2% 0.5%
Franklin 10.1% 1.0% 6.1%
Vance 1.3% 0.2% 0.6%
Dupiin 0.8% 1.2% 0.0%
Chatham 0.5% 1.8% 01%

* All 1P & OP surgeries included except C-sections and IP cardiac surgery. See pages 47 & 53 for further information.

A brief comparison of the market share percentages reveals that
the WakeMed Cary application provides higher market share
percentages for the WakeMed Raleigh location than the
WakeMed 2009 application, whereas the market share
percentages for the other locations are almost identical.

FFY 2008 Market Share by County for WakeMed Raleigh
Comparison between WakeMed Applications

eketed | Wbt | oot
per Wakatied | portiakaniod | "OKeMed20S

C.u Y 2009. WakeMed

Application, Application, Ruléigh

 page48 page 54 | :

Wake L 128% | 121% | 07% |
Durham B 04% } 0.4% } 0.0% |
Cumberland | 05% | 05% | 00% |
Johnston o 100% | 8.3% § 1.7% }
Wayne | 27% | 12% | 15% |
Wilson s | 1w | 20% |
Lee 1 12% i 1.1% § 0.1% j
Sampson | 60% | 29% | 31% |
Halifox 2w | s | 1w |
Granville | 24% | 23% | o01% |
Franklin | dwe% | 10a% | 18% |
Vance | 14% L 13% 01w




Ctam | o | o | om

Duplin | 6% | 08% | 0.8%

As shown, for 14 of the 16 counties presented, WakeMed Cary
provides higher market share percentages for the WakeMed

Raleigh campus than were provided in the WakeMed 2009

application, even though the data in the two applications are for
the same time period.

When the market share percentages by location provided in the
WakeMed 2009 application are applied to the total surgery cases
by county provided in that same application, the following
cases by county are determined to have been provided by
WakeMed by location according to the WakeMed 2009
application (please see Exhibit 2 for detailed tables
demonstrating the calculations summarized below):

FFY 2008 Cases by County for Each WakeMed Location
Per WakeMed 2009 Application

| Calculated Calculated Calculated

; WakeMed WakeMed WakeMed i

1 Raleigh Cases Cary Cases North Cases
Wake | 93 | emo | 268 |
Durham | 08 | 81 | 81 |
Cumberland s 122 } 49 1 0 }
Johnston | 1,129 | 435 | 150 |
Wayne | 137 23 } 11 |
Nash | 20 | 29 | 38 {
Harnett . 513 | 513 I 19 |
Lee z 76 i 138 | 7 |
Sampson | w9 | 3 6 |
Halfx | 78 [ 0 | 6 |
Granville | 138 i 12 | 30 ]
Vamce | e | 10 | ]
Chatham | 25 | 8 | |
Duplin_ | 85| 5 | |
_TOTAL o omes | sas | aam |

19



FFY 2008 Total Cases for Each WakeMed Location

A comparison between the cases by location for the WakeMed
Cary application and the cases by location for the WakeMed
2009 application reveals that the data provided in each
application are significantly different.

Comparison Between WakeMed Applications

Caleulated Calculated Calculated Culculateci Total
WakeMed WakeMed WakeMed WakeMed
Raleigh Cases Cary Cases North Cases System Cases
WakeMed Cary 14,703 8,443 3,276 26,422
Applicaton | & 0
WakeMed 2009 12,878 8,413 3,338 24,630
Application ’
WakeMed Cary ‘
minus WakeMed 1,825 29 (62) 1,792
2009 Application

As shown, under the proposed project, WakeMed Cary states
that the WakeMed system provided 1,792 more cases in 2008

than were stated in the WakeMed 2009 application.

Most

significantly, the WakeMed Raleigh campus is shown to have
provided 1,825 more cases. Again, these data are for the same
time period and use the same surgical case definition according

to each application,

and WakeMed Cary provides no

explanation for the discrepancy. The impact of this discrepancy

is discussed below.

When the differences between the WakeMed Raleigh campus
volumes are examined by county, they are even more revealing
in the degree of discrepancy between the applications.

FFY 2008 Cases by County for WakeMed Raleigh Location

Comparison Between WakeMed Applications

20

WakeMed WakeMed
Raleigh Cases | Raleigh Cases Wakf’i\gelzzlsCary
per WakeMed per WakeMed WakeMed 2009
Cary 2009 C
fSiiey AR ases for
Application, Application,
WakeMed
Calculated Calculated Raleich
| above | Above g




M_Eulﬁberland | 123 ! 122 | 1 |
Johnston | 1382 1129 | 252 |
Wayne | 309 | 137 | 172 |
Nash | 365 ] 240 | 125 |
Harnett | 674 | 513 | 16l ]
Wilson o | 132 | 140 |
Lee | s | 7 9 |
Sampson | 361 | 179 | 182 1
(Halifax | 145 | 7 | A
Granville ; 144 B J 138 I 6 !
Franklin | 589 | 511 | 78 |
Vance i 72 i 66 ] 5 !
Chatham % ) 30 ] 25 l 5 ]
Duplin e 35 | 33 |
TOTAL B 14703 | 12,878 | 1,825 ;

As shown, the two applications provide different volumes for
The differences by county for the
WakeMed Raleigh location can also be compared to the
differences in total cases by county, as calculated above.

15 of the 16 counties.

FFY 2008 Cases by County for WakeMed Raleigh Location
~ Comparison Between WakeMed Applications
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WakeMed Cary - WakeMed Cary ;

minus WakeMed minus WakeMed 2009

2009 Cases for Total Cases for Each
o | WakeMed Raleigh County 3
Wake | 587 | 343 |
Dutham | 0 | 66 |
_ Cumberland - % 1 1 173 i
Wayne J o 172 } 8 ) “JI
Nash | 25 | 13 |
Wilson | 40 | 31 1
Sampson \ 182 2 (149) i




This table demonstrates that in many instances, the difference in
the number of cases shown for a particular county between the
two WakeMed applications is exceeded by the difference in the
number of cases shown to be treated at the WakeMed Raleigh
location between the two applications. For example, in Wake
County, the WakeMed Cary application shows 343 more total
cases than the WakeMed 2009 application and the WakeMed
Cary application shows that WakeMed Raleigh treated 587
more patients in Wake County than the WakeMed 2009
application. In such instances, it appears as though WakeMed
Cary has not only added more cases than the WakeMed 2009
application, but that it has also reassigned cases from non-
WakeMed providers to WakeMed Raleigh.

The global impact of these inconsistencies is best seen by
comparing the total projected deficit for the WakeMed System
in each application. In the WakeMed 2009 application on page
69, the WakeMed System is projected to have a deficit of 2.8
operating rooms in FFY 2013. By comparison, the WakeMed
Cary application projects that the WakeMed System will have a
deficit of 4.4 operating rooms in FFY 2013.

Comparison of FFY 2013 WakeMed System Operating Room Need
Between WakeMed Cary and WakeMed 2009 Applications

H
Application InCpZz:eSnt 1 Ou(t:;; c::sent Total Cases OR Deﬁczt ;
WakeMed Cary Application ; 10,691 j 26,482 : 37,173 i i
WakeMed 2009 Application | 9,960 | 26049 | 36009 | ]
Difference f i } 1164 1 i
Percent Difference | e | 1w sa% | szaw |

Source: Page 69 of the WakeMed Cary apphca‘aon and page 70 of the WakeMed 2009 application.

As such, WakeMed Cary’s application, which uses a similar
methodology and the same base year data as the WakeMed
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Granville | RN I LS
Franklin | 78 | 15 |
Vance { 5 z 10 I
Chatham i J - 5 } 68 I
Duplin } 33 } (118) ) l
TOTAL | 1,825 B 1,033 |




2009 application, shows a need for 1.6 more operating rooms
in FFY 2013 based on 1,164 more projected cases, or 3.2 percent
more cases. Given the significant and unexplained discrepancy
in the data, the validity of WakeMed Cary’s data must be
questioned, particularly when the impact of the difference
appears to benefit its current application.

No justification for WakeMed Raleigh Surgery Center Market
Share

On page 48 of its application, WakeMed Cary provides
projected market share by county for each of its locations.
WakeMed Cary states:

For this mathodology, Wakehed Cary Hospital’s proportion of surgery cases in the
16-county geographic market sraa ks consarvatively projacted to remala at iz BY
2004 level Lhrough FY 2015,

For Wakered North, Wakadded conservatively held s praportion of surgery cases
constang at the FY 2008 level threwgh FY 2015,

At \Wakehad Rateigh Campus, the FY 2008 proportion is hald constant through FYs
2009 and 2014, Beglaning in FY 2011, when the Rateigh Surgery Center, which
recently recoived CON approval, is slatved to opan, Wakebded proposes to shift
outpatient surgery case volurme at that time feorn \Wakebded Ralelgh Campus to the
ftalelgh Surgery Cenver. For Ralelgh Sucgery Center's Frajact Year 1 {FY 2011),
WakeMad ostimatos tht approximately tero-thirds of Wakehded Raleigh Campus’s
aitpatient surgery case woluma will shift to Ralelgh Surgery Canter. Thisis
coasistent with prajections made in the COM applization for 'Wakebded Raleigh
Stergery Conter (Project Ko, -3364-09).

accordirgly, Tor the WakeNed Raleigh Campus aod for Raleigh Surgery Center, the
percentages of cases for each county of patlent origin are seflactive of tha plannad
shift, Raloiph Surgery Center's propertions from each geageaphic market area
county are held canstant from FY 2013 foreard,

Thi fellavwing takles prasent the projectod WakeMed progortions, by facility, of
each market county's totad surgical volume through FY 2015,
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Takle 3119
Projaciied Percantine o Swegery Cases tram Each Geographls Market &rea County
at Euik Curranthy Acrive Wababtid Sergesy Locazion
£y 2008-2013
Fropnetion of Couray Surgery Coses, | Propartion of Counby Surgney Cidy, | fropertion of Cownty Sugery Cuss,
20082030 201E201E d933- e
bated I kenied } ketied K rakeaed Wabalbad
Kounty Rakigh Cary Horthi Raleigh Lary Harth | Bolalgh | Horh
Wikt 1249 R 2.2% 1% 5% 1A% ) 3.3%
ks a.3% LA 0.3% .3%. 1.9%. L3 0.9%
Soamzerhind 0.2% 0,00 0.3% A A0% BI% Q0
Intinsten 31% 1.1% 5554 3% 11% 5.6% 11%
| Wimpatie Q3% 1.3% 138 2% O.1% 1.2% 1Y
| st O3% | A% BRI 03% % 18% 4%
Harrati 4% 4.2% L% 5.k 0.2% 36% 0.2%
Witk A.1% th 0.1% 0.13% 1.8 1%
Lo _ LA aas ] 1.9% Q1% Q.85 0.1%
Saegsan - 19% a.1% 1% 01% L% 01%
Hazifay [ a.1% D% 3L 0% D.Y%
Gramylle | A% [ 0% 0.5% 0% 03% 1.6% 5%
Franklin 1.0 ik 10% 28] 5y £.1%
Yans ot L35 [y DEH 0.9% LB
1 Chwtham 1.8% D1% 1A% 0,1% 4% 4%
Eegén 1.3% 0n 105 U 06 0%

Tabke 4,20
Wakehiod Balelgh Surgery Conter
Frojrrted Parcantage of Surgary Casas from Each Geagraphl: Market Aok County,
FY's 2011-2015
[Hite: Fooiity sthedulad to open in £Y 2011}
Covunrty 2011 JHEZ 2013 201 2018
Wake - L 13 e TI%
1 Durkem ] 035 1% 9.3%
Tumnbetand 3% 4.9%
lesslan_ Bl | 5.6%,
Whayne ) o 1.5% 1L1%
Hazh 1.6% 1.6%
| Harnmtt e 3.25
Wilssry 1i% 115
ioe 4.7% a0 0.5
Sippson L% 145 1.8%
Halifay, 0.8% 485 QBN
Erardlle 1.4% 1.4% 1.5%
Franklin f.0% a0 5%
Mange 0.8 [k 055
Chathair 0.4% 0.4y 0%
Bugnka 0,5% Q5% D%

WakeMed Cary provides no justification for the projected

market share levels for the Raleigh Surgery Center, other than to-

say that “approximately two-thirds of WakeMed Raleigh Campus’s
[sic] outpatient surgery cases volume will shift to Raleigh Surgery
Center” and that these market share projections are “consistent
with projections made in the CON application for WakeMed Raleigh
Surgery Center (Project No. [-8364-09) [the WakeMed 2009
application]”(pages 48-49). These statements do not reveal the
extent to which WakeMed Cary is projecting significant market
share increases, without any justification in either its present
application or in the WakeMed 2009 application (Exhibit 3
provides an excerpt from the WakeMed 2009 application which
contains its entire projection methodology). In both the
WakeMed 2009 and WakeMed Cary applications, the applicant
states there is no physician recruitment plan as. existing
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physicians will continue to use the facilities (see page 141 of
WakeMed 2009 and page 142 of WakeMed Cary). As such, the
addition of new physicians cannot be the source of these
projected market share gains.

The market share levels for the WakeMed Cary and WakeMed
North facilities are projected to remain constant through the
project years, and there are no statements in the applications to
suggest that cases from these facilities will be shifted to Raleigh
Surgery Center. As such, any projected market share levels at
Raleigh Surgery Center are not related to these facilities. As
shown in the statements reproduced from the WakeMed Cary
application, the only facility that is projected to shift cases to
Raleigh Surgery Center is WakeMed Raleigh. Thus, a
comparison of WakeMed Raleigh’s 2009 market share
projections and the combined 2015 share of WakeMed Raleigh
and Raleigh Surgery Center will reveal the projected market
share increases. The following tables provide this analysis.

FFY 2015 WakeMed Raleigh and Raleigh Surgery Center
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Market Share
0 o Raleigh Calcu'lated WakeMed |
Sois Wit ey | Sene e | ST
* | 2015 Market sery
page 49  Shate, page 50 ! Mgrkez :Shzczzre
omoine

Wake | 81% |7 | 15.4% |
Durham | 0.3% | 03% | 0.6% ]
Cumberland | 0.3% | 0.3% | 0.6% |
Johnston | 5.6% |l s0% | 10.6% }
Wayne | 12% | 11% | 23% |
Nash | 1.8% tew | sam |
Harnett | 3.6% 1 3.2% | 6.8% |
Wilson | 12w | s | 28% |
Lee | 0.8% | 07% | 1.5% |
Sampson | 2.0% | 18% | 38% ;
Halifax o 09% | 0.8% | 1.7% %
Granville | 1ew | 14% | 30% |
Franklin | 67% o eon | 27|
Vance | 09% | 08% | 1% |




Chatham

1 o

,,,,,,,, J

04% |

0.8%

Duplin

1 0.6%

i

05% |

1.1% |

2015 Market Share Increases Pr0]ected by WakeMed Cary

2015 Projected
Calculated WakeMed Market Share
WakeMed Raleigh Raleigh and Raleigh Increases (Shifted
2009 Market Share Surgery Center 2015 from non-
Market WakeMed
| providers)
Wake i 124% | 15.4% | 3.0% |
Duwham | 04% | 06% | o |
Cumberland ; ~0.5% I 0.6% % 0.1% i
Johnston | 8.6% | 10.6% | 2.0% |
Wayne } 8% | 2.3% | 0.5% |
Nash | 27% | 4w | 7% |
Harnett | 5.6% | 6.8% | 1.2% |
Wilson | 1.9% B 2.3% | 0.4% |
Lee | 1.2% | 15% | 03% |
~ Sampson ? 3.0% ;i - 3.8% 1 0.8% ;
Halifax ] 1.4% | 1.7% | 0.3% 1
Granville | 2.4% B 3.0% B 0.6% |
Franklin | 103% | 12.7% | 2.4% |
Nance | 14w | 17% Joo e
Chatham B 0.6% j 0.8% ] 0.2% |
Duplin | 0.9% | 1.1% | 0.2% ]

As shown, WakeMed Cary projects market share increases for
the Raleigh Surgery Center in all 16 counties, with the largest

increase, 3.0 percent, in Wake County.

These market share

increases are shifts from non-WakeMed providers, as the above
analysis accounts for the internal WakeMed shifts.

By applying these projected market share increases to the
projected 2015 surgery cases by county, the total number of
cases projected to be shifted from non-WakeMed providers can
be determined.
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ZOIéi;mjected |

Market Share . - |

; 2015 Projected 2015 Cases Shifted .

Inareqses Ghifted Surgery ggz; ;‘age from Noattsf;\/'akz;\t;ed |

fron non. 47 Providers i

WakeMed : |

providers)

Wake | 3.0% | 110,939 | 3,328 | |
Durham | 0.2% | 37,326 | 75 |
Cumberland | 01% | 29,624 | 30 |
Johnston | 20% | 19,061 | 381 |
_ Wayne m} 05% ,,% 11,377 § 57 ;

Nash 0.7% 11,131 78

| Harnett | 1.2% s 11,688 | 140 |
Wilon | odw | 7217 | 29 |
Lee ] 0.3% | 9,682 | 29 |
Sampson I 0.8% ]A 5921 ! 47 ;
Halifax | 0.3% | 7,794 i 23 |
Granville | 0.6% | 8,282 | 50 |
Franklin | 2.4% | 6,620 | 159 |
Vance | 0.3% | 6,446 B 19 |
Chatham |  02% | 7,894 | 16 |
Duplin | 02% | 396 | 8 |
TOTAL | NA | 294958 | 4,469 i

As shown, WakeMed Cary projects to shift 4,469 cases from
non-WakeMed providers by 2015. If it is assumed that all of
these cases are shifted to Raleigh Surgery Center, these 4,469
cases represent 40 percent of that facility’s total volume in 2015
(40 percent = 4469 + 11,199 total cases from page 55).
Moreover, if it is assumed that all of these cases are outpatient
cases given that Raleigh Surgery Center will only provide
outpatient surgery services, these 4,469 cases represent 3.6
operating rooms (3.6 operating rooms = 4,469 outpatient cases x
1.5 hours per outpatient cases + 1,872 hours per operating
room). The impact of this overstatement will be demonstrated
in the final section (#5) of this discussion.

4. Impact of Rex Cary LLC Physicians
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As noted in both of its applications, in 2007, Rex applied for and
was awarded a CON to convert its outpatient surgical center in
Cary into an LLC in which physicians could invest (Project ID #
J-7878-07).  Recently, several local physicians reached an
agreement to invest in Rex’s Cary surgery facility. This group
of physicians includes general surgeons, urologists,
orthopedists, gynecologists, and ENT physicians. This group of
physicians provided letters of support for Rex’s applications
committing to shift 4,320 cases from non-Rex facilities to Rex.
In order to remain conservative, Rex excluded these
incremental patients from its methodologies.

While these letters of support only refer to shifts from non-Rex
facilities, Rex obtained data from the ThomsonReuters
outpatient market database which demonstrates that in the
twelve months ending June 2009, these physicians performed
2,403 cases at WakeMed Cary. Rex believes that these specific
patients are the most likely to shift due to the proximity of
WakeMed Cary to Rex Surgery Center of Cary and the ability of
the physicians to shift their patients from a hospital to a
dedicated outpatient surgery center.

These 2,403 outpatient cases equate to 1.9 operating rooms (1.9
operating rooms = 2,403 outpatient cases x 1.5 hours per case +
1,872 hours per operating room). If it was conservatively
assumed that these 2,403 cases would not grow at all through
the third project year, WakeMed Cary would only project an
operating room deficit of 1.3 rooms in the FFY 2015, which
would be rounded down per the operating room performance
standard to a need for only one additional operating room (1.3
rooms = 3.2 room deficit projected for WakeMed Cary on page
68 - 1.9 operating rooms shifted to Rex’s Cary facility).

As noted above, WakeMed Cary’s outpatient surgery cases are
projected to grow 3.9 percent annually from 2009 to 2015. When
the 3.9 percent CAGR is applied to the 2,403 cases that are likely

to shift, the result is 3,024 cases in FFY 2015 or 2.4 operating
~ rooms. In that case, WakeMed Cary would only project a deficit
of 0.8 operating rooms in FFY 2015 (0.8 rooms = 3.2 room deficit
projected for WakeMed Cary on page 68 - 2.4 operating rooms
shifted to Rex’s Cary facility).

28




This shifting of surgical cases from WakeMed Cary to Rex
Healthcare of Cary has even further impact due to WakeMed
Cary’s failure to identify any additional surgeons that it plans to
add to its medical staff. WakeMed Cary states on page 142 that
it “does not need a formal physician recruitment plan. The proposed
project is an expansion of an existing hospital surgical program.
There is an active medical staff in place that includes surgeons,
anesthesiologists, pathologists, radiologists, emergency medicine
physicians, and hospitalists.” WakeMed Cary projections are
based on its current medical staff, some of whom will be
shifting cases to Rex’s Cary LLC, and does not rely on the
recruitment of any physicians. As a result, WakeMed Cary does
not demonstrate any plans for the future recruitment of
physicians that could offset some of this lost volume, and, in
fact, states that it does not need a plan to recruit additional
physicians.

. Summary of Overstated Cases and Comparison to Supporting
Analysis Presented in Rex Applications

In Section IIL1.(b) of both Rex applications to develop
additional operating rooms, Rex provides a supporting analysis
which is based on the WakeMed 2009 application surgery
methodology. According to that analysis, Rex will have a
deficit of 5.1 operating rooms in Calendar Year 2014 (see page
107 of Rex’s Holly Springs application). This deficit includes all
of Rex’s facilities and reflects the impact of the Orthopaedic
Surgery Center of Raleigh (OSCR), a Rex related entity which is
under development, but does not include any projected
operating room deficit at that facility. As demonstrated in its
applications, Rex’s deficit is based on a more conservative
application of the WakeMed 2009 surgery methodology,
includes a more conservative number of market cases, and no
projected market share increases.

By comparison, WakeMed Cary projects that the WakeMed
System will have an operating room deficit of 6.1 operating
rooms in FFY 2014 (see page 69 of WakeMed Cary’s
application). However, as Rex notes above, the market share
~assumptions for the Raleigh Surgery Center are unsupported
and unreasonable and thus the WakeMed System operating
room need should be reduced by 3.4 operating rooms in FFY
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20144 As such the WakeMed System would only demonstrate a
need for 2.7 operating rooms, or below Rex’s projection using a
similar methodology.

In addition, Rex has shown above that WakeMed Cary’s
projected operating room deficit in 2014 could be reduced by 1.9
to 2.35 operating rooms due to the shift of cases performed by
physician investors in the Rex Cary, LLC. Under either of these
scenarios, Rex demonstrates a higher projected operating room
deficit than the WakeMed System using a similar methodology.
The table below provides a summary of these comparisons.

Comparison of Projected Operating Room Deficits

Using the WakeMed Projection Methodology

WakeMed System
EFY 2014 WakeMed System
without FEY 2014
unreasonable without
v { Raleigh Surgery unreasonable
WakeMed System | Center Share and Raleigh Surgery
FFY 2014 without cases to Center Share and
without be shifted to Rex without cases to
Rex unreasonable Cary LLC be shifted to Rex
Eacilities Raleigh Surgery Assuming o Cary LLC
- CY 2014 Center Share _ growth assuming growth
_ OR Deficit S N S AN SO U S
_Adjustments - ] (3.4) ‘ (5.3) ‘ B (56.7) ‘

OR Deficit After ‘

Adjustments 51 ’ 27 } _ 08 i 04 ‘
This analysis demonstrates that when WakeMed Cary’s
projections are adjusted to account for unreasonable market
share assumptions and the impact of the shift of cases to the Rex
Cary LLC, the WakeMed System has a need for 0.4 rooms,
which is rounded down to a need for zero operating rooms
under the operating room performance standards.

4 Rex calculated the number of cases to be shifted from non-WakeMed providers in 2014 to
be 4,288 or 3.4 operating rooms using the same analysis shown above in its calculations
for FFY 2015.

5 Rex calculated a reduction of 2.3 operating rooms in 2014 as follows: the 3.9 percent

projected CAGR for WakeMed Cary outpatient cases is applied to the 2,403 cases that are
likely to shift resulting in 2,910 cases in FFY 2014 or 2.3 operating rooms. This calculation
is similar to the one above for FFY 2015 which shows a reduction of 2.4 operating rooms.
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As demonstrated in the analyses above, WakeMed Cary has
failed to demonstrate a need for its project and as such, should
be found nonconforming with this criterion.

Where alternative methods of meeting the needs for the proposed project
exist, the applicant shall demonstrate that the least costly or most effective
alternative has been proposed.

WakeMed Cary fails to demonstrate that it has proposed the least
costly or most effective alternative. In Section IIL.8. of its application,
pages 96 to 98, WakeMed Cary discussed several alternatives it
considered prior to the submission of its application as proposed.
The options WakeMed Cary considered included:

o Maintain Status Quo;

e Locate Operating Rooms in an Existing Freestanding
Ambulatory Surgery Center

e Locate Operating Rooms in a New Freestanding
Ambulatory Surgery Center

e  Locate Operating Rooms at WakeMed Raleigh Campus

e  Locate Three Operating Rooms at WakeMed Cary Hospital

In reviewing WakeMed Cary’s alternatives, Rex believes that
WakeMed Cary failed to adequately consider the need for local
access to surgical services in southern Wake County. Although
WakeMed Cary notes that it considered locating operating rooms in a
new freestanding ambulatory surgery center, the discussion and
consideration given this alternative is superficial at best. WakeMed
Cary quickly discards this' option, noting that the residents of
southern Wake County are “already well-served by numerous facilities.”
See WakeMed Cary’s application p. 97. While Rex does not dispute
this point, WakeMed Cary failed to take into consideration the lack of
local access to surgical services in southern Wake County and instead
assumed that patients in southern Wake County will have to
continue to travel to receive surgical services. As such, WakeMed
Cary failed to adequately demonstrate that this alternative was not
viable. Moreover, WakeMed Cary’s analysis of providers that are
currently meeting the ambulatory surgery needs in the Holly Springs
area of Wake County demonstrates that Rex—which serves the
highest percentage of patients, 39 percent—is in the best position to
serve these patients closer to home. See WakeMed Cary’s application
p.97.

31



©)

(7)

Given that WakeMed Cary has failed to demonstrate that the least
costly or most effective alternative has been proposed, WakeMed
Cary should be found nonconforming with this criterion.

Financial and operational projections for the project shall demonstrate the
availability of funds for capital and operating needs as well as the immediate
and long-term financial feasibility of the proposal, based upon reasonable
projections of the costs of and charges for providing health services by the
person proposing the service.

WakeMed Cary fails to demonstrate the financial feasibility of its
proposal. Asnoted above, WakeMed has reached an agreement
with SCA whereby SCA will manage surgical services at WakeMed
Cary and will employ former WakeMed Cary surgical staff. Neither
of these fundamental financial relationships is included in the
WakeMed Cary application and both may have a negative impact on
the financial feasibility of the project.

The applicant shall show evidence of the availability of resources, including
health manpower and management personnel, for the provision of the
services proposed to be provided.

WakeMed Cary fails to demonstrate the availability of resources,
including health manpower and management personnel, for the
provision of the surgical services proposed. As noted above,
WakeMed has reached an agreement with SCA whereby SCA will
manage surgical services at WakeMed Cary and will employ former
WakeMed Cary surgical staff. WakeMed Cary does not discuss the
staffing or management structure that will result from this agreement
and thus has not demonstrated that these arrangements will be
reasonable.

CRITERIA AND STANDARDS FOR SURGICAL SERVICES AND OPERATING ROOMS

The proposal submitted by WakeMed Cary is not conforming with all applicable
Criteria and Standards for Surgical Services and Operating Rooms as promulgated
in 10A NCAC 14C .2100, et seq., as indicated below.

10A NCAC 14C .2105(c)(1)

This rule states that “(c) A proposal to increase the number of operating rooms
(excluding dedicated C-section operating rooms) in a service area shall not be approved
unless the applicant reasonably demonstrates the need for the number of proposed
operating rooms in addition to the rooms in all of the licensed facilities identified in
response to 10A NCAC 14C .2102(b)(2) in the third operating year of the proposed
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project based on the following formula: {[(Number of projected inpatient cases for all the
applicant's or related entities' facilities, excluding trauma cases reported by Level I or II
trauma centers, cases reported by designated burn intensive care units and cases
performed in dedicated open heart and C-section rooms, times 3.0 hours) plus (Number of
projected outpatient cases for all the applicant's or related entities' facilities times 1.5
hours)] divided by 1872 hours} minus the total number of existing and approved
operating rooms and operating rooms proposed in another pending application, excluding
one operating room for Level I or Il trauma centers, one operating room for facilities with
designated burn intensive care units, and all dedicated open heart and C-Section
operating rooms in all of the applicant's or related entities' licensed facilities in the
service area. The number of rooms needed is determined as follows:

(1) in a service area which has more than 10 operating rooms, if the difference is a
positive number greater than or equal to 0.5, then the need is the next highest
whole number for fractions of 0.5 or greater and the next lowest whole number for
fractions less than 0.5; and if the difference is a negative number or a positive
numbey less than 0.5, then the need is zero”

As demonstrated under Criterion 3, when WakeMed Cary’s projections are
adjusted to account for unreasonable market share assumptions and the impact
of the shift of cases to the Rex Cary LLC, the WakeMed System has a need for 0.4
rooms, which is rounded down to a need for zero operating rooms under the
operating room performance standards. Therefore, WakeMed Cary fails to
demonstrate a need for the proposed operating rooms and should be found
nonconforming with this rule.
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Duke Raleigh

(1)

(3)

The proposed project shall be consistent with applicable policies and need
determinations in the State Medical Facilities Plan, the need determination
of which constitutes a determinative limitation on the provision of any health
service, health service facility, health service facility beds, dialysis stations,
operating rooms, or home health offices that may be approved.

As noted previously, Duke Raleigh failed to provide any
methodology on which to base its projections. In failing to provide
any methodology, Duke Raleigh also failed to adequately
demonstrate that its projected volumes for the proposed operating
rooms incorporate the Policy Gen-3 concepts in meeting the need
identified in the 2010 SMFP. Therefore, Duke Raleigh did not
adequately demonstrate that the proposed project would maximize
healthcare value. Consequently, the application is not conforming
to Policy Gen-3 and is not conforming with Criterion 1.

The applicant shall identify the population to be served by the proposed
project, and shall demonstrate the need that this population has for the
services proposed, and the extent to which all residents of the area, and, in
particular, low income persons, racial and ethnic minorities, women,
handicapped persons, the elderly, and other underserved groups are likely to
have access to the services proposed.

Duke Raleigh fails to demonstrate the need of the population for
the proposed project, based on the following;:

It should be noted that Duke Raleigh identifies four factors as
support for the need for its proposed project. The second of these
factors encompasses the need to renovate and modernize the
facility given the inefficiency and obsolescence of the hospital’s
existing surgical facilities. See Duke Raleigh’s application p. 28. In
identifying the foregoing as a factor driving the need relative to the
proposed project, Duke Raleigh fails to acknowledge that
renovation and modernization of its facility—for under $2
million—does not involve any CON reviewable component and
can therefore be addressed without a CON.

Further, the Duke Raleigh application should not be approved
because the applicant fails to provide any methodology on which to
base its projections. The burden is on the applicant to demonstrate
the need for the proposed project and to provide the statistical data
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(i.e., methodology) that substantiates the existence of the need.
However, Duke Raleigh fails to provide any documentation to
support the assumptions and methodology used in the
development of the projections. As such, the Analyst cannot
reasonably rely on the projections provided.

Unreasonable Surgical Growth Projections

As noted above, Duke Raleigh fails to provide any methodology to
support its projected surgical cases. As shown in the table below,
Duke Raleigh’s projections provided in its Exhibit IV.1 demonstrate
unreasonably high growth rates through the project years.

Duke Raleigh Projected Surgical Cases and Growth Rates

| 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015

J

113 Cases

| 3004 | 3,442 | 3561 | 4,003 | 4356 | 4,704 | 5062

|
|

Year over Year Growth
for IP Cases

14.6% | 3.5% | 12.4% | 8.8% 8.0% 7.6%

OP Cases

| 10,817 | 11,239 | 11,649 ‘:2,231 | 12,973 | 13,819 | 14473

|

Year over Year Growth

3.9% 3.6% 5.0% 6.1% 6.5% 4.7%

for OP Cases B

Total Cases | 13,821 | 14,681 | 15210 | 16,234 | 17,329 | 18,523 | 19,535 |
Year over Year Growth 62% | 3.6% | 67% | 67% | 69% | 55%
for Total Cases - |
Total Hours (IP Cases x

3 hours + OP Cases x 1.5 | 25,238 | 27,185 | 28,157 | 30,356 | 32,528 | 34,841 | 36,89
hours) - _
Year over Year Growth 77% | 3.6% | 7.8% | 7.2% | 71% | 5.9%

for Total Hours

Duke Raleigh provides no support for these varying and extremely
high growth rates from year to year. By comparison, the 2010
SMFP projected growth rate for surgical hours in Wake County is
3.9 percent annually (16.49 percent in total from 2008 to 2012 or 3.9
percent compounded annually).

Federal Fiscal Year } Total Hours i
2008 | 156,269 |
2012 { 182,030 |
CAGR B 3.9% |

35




In every year from 2009 to 2015 except 2011, Duke Raleigh projects
a growth in surgical hours above the 2010 SMFP growth rate, and
in many years projects two times as much growth. As such, Duke
Raleigh has failed to demonstrate that its projections are based on
reasonable assumptions and has failed to demonstrate the need for
the proposed project.

Failure to Account for Shift of Cases

As noted in its applications (see Rex Main Campus application
pages 91-93), on August 1, 2009, the group of physicians formerly
known as Wake Surgical Specialists joined Rex Healthcare. As a
result of their employment the former Wake Surgical Specialists
physicians will shift all of their surgical cases to Rex Hospital.
From April 2008 to March 2009, these physicians performed 326
inpatient and 1,696 outpatient surgical cases at Duke Raleigh
Hospital (2,022 cases in total). This shift in cases is part of Rex’s
projection methodology which demonstrates the need for its
proposed project. Duke Raleigh makes no mention of this future
shift of cases in its application and fails to account for its impact in
its projection methodology. As such, Duke Raleigh’s projections
are based on unreasonable assumptions.

Failure to Demonstrate Impact of Physician Recruitment

On page 12, Duke Raleigh outlines its plan to recruit “14 additional
subspecialty surgeons.” However, Duke Raleigh fails to demonstrate
the impact that these surgeons may have on its proposed project.
In its findings for Project ID # F-7785-07, a proposed replacement
hospital for CMC-Lincoln, the Agency stated “the applicants rely on
physician recruitment efforts, a new primary care center in western
Lincoln  County, and a mnewly approved ambulatory surgery
center/physician office in eastern Lincoln County to reverse the current
57% to 58% out-migration of Lincoln County residents for inpatient care,
and to support the assumption of a 66% increase in market share.
Although the applicants identify current members of the medical staff who
support the project and who are willing to refer patients to the new
hospital, the applicants fail to estimate the number of additional
patient admissions this support and future physician recruitment
efforts will produce [emphasis added]” (pgs. 18-19, excerpt
provided in Exhibit 4). Similarly, Duke Raleigh fails to estimate the
number of cases that may result from the successful recruitment of
these surgeons.
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In addition, Duke Raleigh provides no indication of its previous
success in recruiting surgeons which would assist in determining
the likelihood that the planned recruitment efforts will be
successful.

Failure to Respond Appropriately to the Performance Standards

In its response to the operating room performance standard, 10A
NCAC 14C .2103(b)(1)(C), Duke Raleigh states:

The need for the two additional operating rooms proposed in this application is
documented in the volume projections provided in Exhibit IV.1. In the third year of
the project (FY2015), Duke Raleigh anticipates providing 5,062 inpatient
procedures and 14,473 ambulatory procedures with 15 shared operating rooms.

‘Use of the algorithms incorporated in the 2010 State Plan converts those

procedures to a total of 36,896 hours. Dividing by 1,872 hours yields 20 ORs, or §
more ORs than Duke Raleigh Hospital will then have. Relocating to 3 procedure
rooms the procedures that can be safely and appropriately performed there reduces
the number of additional ORs needed to 2, but there appears no way to reduce it
further.

Duke Raleigh’s statement that some of the projected surgical
procedures will be performed in its three procedure rooms is in
direct contradiction to the Definitions of the Criteria and Standards
for Surgical Services and Operating Rooms, specifically 10A NCAC
14C .2011(14), which states: “Surgical case” means an individual
who receives one or more surgical procedures in an operating
room during a single operative encounter [emphasis added]. As
such, Duke Raleigh has resporided to the performance standard
above using total surgical procedures some of which will be
performed in procedure rooms. Duke Raleigh suggests that the
number of procedures that will be performed in the procedure
room “reduces the number of additional ORs needed to 2”, but there is
‘no way to determine the exact number of procedures.

Where alternative methods of meeting the needs for the proposed project
exist, the applicant shall demonstrate that the least costly or most effective
alternative has been proposed.

Duke Raleigh fails to demonstrate that it has proposed the least

costly or most effective alternative. In Section IIL.3. of its application,
pages 29 to 30, Duke Raleigh discussed several alternatives it
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considered prior to the submission of its application as proposed.
The options Duke Raleigh considered included:

o Maintenance of the Status Quo;
e Development of a Freestanding Ambulatory Surgery Facility
on the Campus of Duke Raleigh Hospital

In reviewing Duke Raleigh’s alternatives, Rex believes that Duke
Raleigh failed to give consideration to all available alternatives. In
fact, other than maintain the status quo, the only alternative
considered —besides developing the project as proposed—involved
the addition of services to Duke Raleigh’s campus. Duke Raleigh
failed to consider an alternative that would add services anywhere
other than Duke Raleigh’s campus. While Rex is not aware of a
minimum number of alternatives that an applicant must present in
order to be found conforming with this criterion, it is clear from Duke
Raleigh’s application that no serious consideration was given to an
alternate location, which is certainly an important consideration for
improving access. The need identified in the 2010 SMFP is for Wake
County; however, Duke Raleigh has—in failing to give adequate
consideration to any alternatives involving an alternate location—
failed to demonstrate that it has proposed the least costly or most
effective alternative to meet the identified need.

Given that Duke Raleigh has failed to demonstrate that the least
costly or most effective alternative has been proposed, Duke Raleigh
should be found nonconforming with this criterion.

Financial and operational projections for the project shall demonstrate the
availability of funds for capital and operating needs as well as the immediate
and long-term financial feasibility of the proposal, based upon reasonable
projections of the costs of and charges for providing health services by the
person proposing the service.

Duke Raleigh fails to demonstrate that the financial and
operational projections are based on reasonable assumptions and
therefore fails to demonstrate the immediate and long-term
financial feasibility of the project.

On page 50 of its application, Duke Raleigh provides its projected
payor mix for surgical services and notes:
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3) We assume that the aging of the population that the Hospital serves, the
recruitment of 14 additional subspecialty surgeons, and the implementation of the
project proposed in this application will serve to:

» [necrease the percentage of Medicare patients

» Reduce the percentage of Managed Care patients

However, Duke Raleigh’s projected payor mix also demonstrates
increases in Self Pay, Medicaid, and Commercial patients as a percent
of total and a reduction of Other patients as a percent of total.

Difference in Historical and Projected Payor Mix

FY 2009 Surgical FY 2014 Surgical
Payor Cases by Payer, Cases by Payer, Difference
page 48 page 50

Self Pay/
Indigent/Charity 1.20% 1.60% 0.4%
Medicare | 29.70% | 40.10% | 104% |
Medicaid 1 410% B 4.30% | 02% |
Managed Care | 58% | 47.60% | -104% |
Commercial | 2% | 3% } 1.0% |
Other | 5.00% | 3.40% | 16% |

| 100% } 100% | ]

Total

None of these changes is described or justified by Duke Raleigh.

In addition, Duke Raleigh’s projected increase in Medicare patients
runs counter to its historical experience and is above the projected
population growth in the 65 and older population. According to its
2009 and 2010 Hospital Licensure Renewal Applications (excerpt
provided in Exhibit 5), Duke Raleigh’s Medicare cases as a percent of
total surgical cases has declined over the last year.

Decline in Medicare as Percent of Total Cases

B 2008 | 2009 |
i Patients Patients
; 2008 2009 as Percent | as Percent
Payor |  Cases Cases | ofTotal | ofTotal | Difference
Medicare | 3,225 { 3473 | 281% |  251% ]m 3.0% |
Total | 11484 [ 13821 [ | N

In addition, Duke Raleigh projects growth in Medicare cases of over
80 percent from 2009 to 2014 (7,428 Medicare cases in 2014 + 4,105
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Medicare cases in 2009 -1; 7,428 Medicare cases in 2014 = 40.1 percent
Medicare as a percent of total x 18,523 projected cases in 2014; 4,105
Medicare cases in 2009 = 29.7 percent Medicare as a percent of total x
13,821 cases in 2009). This projected growth of 80 percent for
Medicare cases is well beyond the projected growth in the 65 and
over population. As shown in Duke Raleigh’s supporting Exhibit
IIL1, ThomsonReuters projects Wake County males 65 and older to
grow only 47.6 percent and females 65 and older to grow only 42.2
percent from 2009 to 2014. Thus, Duke Raleigh’s projected payor mix
is unreasonable in light of its own supporting documentation.

In addition, Duke Raleigh’s financial statements provide a different
proposed payor mix in 2014 than its response to Section VI.15.

Given this disparity, Duke Raleigh’s payor mix projections are
unreliable and fail to demonstrate that the financial assumptions are
reasonable.

The applicant shall demonstrate that the proposed project will not vesult in
unnecessary duplication of existing or approved health service capabilities or
facilities.

Duke Raleigh fails to demonstrate that its proposal will not result
in the unnecessary duplication of existing services. In particular,
Duke Raleigh fails to demonstrate the inadequacy or inability of
existing providers to meet the identified need. Instead, Duke
Raleigh simply noted that “[d]ocumentation of the inadequacy or
inability of the existing providers to meet the identified need is provided in
the 2010 State Medical Facilities Plan, which finds a need for 3 [three]
additional operating rooms in Wake County.” Contrary to Duke
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FY 2014 Surgical FY 2014 Surgical
Payor Case;)bgnl;ag (Z;,olioms Cases by Payer, Difference
| paginated] page ot
Medicare I 40.5% | 401% | 04% |
Medicaid | 2.6% | 43% | 17% |
Managed Care | - 52.8% | 476% 3 52% |
Commercial ‘ ‘ 1.5% 1 3% } ~ -15% ‘
Other | 0.4% | 34% 3 3.0% |
Total } 100% | 100% | ]



Raleigh’s assertion, the identification of a need in the SMFP does
not obviate the need for a response to the aforementioned question.
In failing to address the inadequacy or inability of existing
providers to meet the need, Duke Raleigh has failed to demonstrate
that its proposal will not result in the unnecessary duplication of
services. As such, Duke Raleigh should be found nonconforming
with this criterion.

CRITERIA AND STANDARDS FOR SURGICAL SERVICES AND OPERATING ROOMS

The proposal submitted by Duke Raleigh is not conforming with all applicable
Criteria and Standards for Surgical Services and Operating Rooms as promulgated
in 1T0A NCAC 14C .2100, et seq., as indicated below.

10A NCAC 14C .2102(b)(5)

This rule states “An applicant proposing to increase the number of operating rooms in a
service area, to convert a specialty ambulatory surgical program to a multispecialty
ambulatory surgical program or to add a specialty to a specialty ambulatory surgical
program shall provide the following information: (5) a detailed description of and
documentation to support the assumptions and methodology used in the development of
the projections required by this Rule;”

As noted previously, Duke Raleigh fails to provide any documentation to
support the assumptions and methodology used in the development of its
projections. As such, Duke Raleigh should be found nonconforming with this
rule.

10A NCAC 14C .2103(a)
This rule states “In projecting utilization, the operating rooms shall be considered to be
available for use five days per week and 52 weeks a year.

Duke Raleigh fails to provide a response to this rule. See Duke Raleigh’s
application p. 20. However, on page 10 of its application, Duke Raleigh states
that “[t]he two proposed ORs will be scheduled 10 hours per day 251 days per year when
they begin service, and hours will be added to their schedules as required to meet
demand.” As required in the rule, 52 weeks a year equates to 260 days per year.
Despite this requirement, Duke Raleigh used 251 days per year in projecting its
utilization, as such; Duke Raleigh is nonconforming with this rule.

10A NCAC 14C .2103(b)(1)(C)
This rule states “A proposal to establish a new ambulatory surgical facility, to establish
a new campus of an existing facility, to establish a new hospital, to increase the number
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of operating rooms in an existing facility (excluding dedicated C-section operating
rooms), to convert a specialty ambulatory surgical program to a multispecialty
ambulatory surgical program or to add a specialty to a specialty ambulatory surgical
program shall not be approved unless:

(1)

the applicant reasonably demonstrates the need for the number of proposed
operating rooms in the facility, which is proposed to be developed or
expanded, in the third operating year of the project based on the following
formula: {[(Number of facility's projected inpatient cases, excluding
trauma cases reported by Level I or II trauma centers, cases reported by
designated burn intensive care units and cases performed in dedicated
open heart and C-section rooms, times 3.0 hours) plus (Number of
facility's projected outpatient cases times 1.5 hours)] divided by 1872
hours} minus the facility's total number of existing and approved
operating rooms and operating rooms proposed in another pending
application, excluding one operating room for Level I or II trauma centers,
one operating room for facilities with designated burn intensive care units,
and all dedicated open heart and C-section operating rooms. The number
of rooms needed is determined as follows:

(C) in a service area which has five or fewer operating rooms, if the
difference is a positive number greater than or equal to 0.2, then the need
is the next highest whole number for fractions of 0.2 or greater and the
next lowest whole number for fractions less than 0.2; and if the difference
is a negative number or a positive number less than 0.2, then the need is
zero”

In its response to this performance standard, Duke Raleigh states:

The need for the two additional operating rooms proposed in this application is
documented in the volume projections provided in Exhibit IV.1. In the third vear of
the project (FY2015), Duke Ralcigh anticipates providing 35,062 inpatient
procedures and 14,473 ambulatory procedures with 15 shared operating rooms.
Use of the algorithms incorporated in the 2010 State Plan converts those
procedures to a total of 36,896 hours, Dividing by 1,872 hours yields 20 ORs, ar 3
more ORs than Duke Raleigh Hospital will then have. Relocating to 3 procedure
rooms the procedures that can be safely and appropriately performed there reduces
the number of additional ORs needed to 2, but there appears no way to reduce it

further.

Duke Raleigh’s statement that some of the projected surgical procedures will be
performed in its three procedure rooms is in direct contradiction to the
Definitions of the Criteria and Standards for Surgical Services and Operating
Rooms, specifically 10A NCAC 14C .2011(14), which states: “Surgical case”
means an individual who receives one or more surgical procedures in an
operating room during a single operative encounter [emphasis added]. As such,
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Duke Raleigh has responded to the performance standard above using total
surgical procedures some of which will be performed in procedure rooms. Duke
Raleigh suggests that the number of procedures that will be performed in the
procedure room “reduces the number of additional ORs need to 2”, but there is no
way to determine the exact number of procedures.

10A NCAC 14C .2103(g)
This rule states “The applicant shall document the assumptions and provide data
supporting the methodology used for each projection in this Rule.”

As noted previously, Duke Raleigh fails to provide any documentation to
support the assumptions and methodology used in the development of its
projections. As such, Duke Raleigh should be found nonconforming with this
rule.
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Novant

(1)

The proposed project shall be consistent with applicable policies and need
determinations in the State Medical Facilities Plan, the need determination
of which constitutes a determinative limitation on the provision of any health
service, health service facility, health service facility beds, dialysis stations,
operating rooms, or home health offices that may be approved.

Novant failed to demonstrate how the proposed project will
promote safety and quality in the delivery of health care services
while promoting equitable access and maximizing health care
value for resources expended under Policy Gen-3. As noted in the
2010 SMFP,

“A certificate of need applicant applying to develop or offer
a new institutional health service for which there is a need
determination in the North Carolina State Medical
Facilities Plan shall demonstrate how the project will
promote safety and quality in the delivery of health care
services while promoting equitable access and maximizing
health care value for resources expended. A certificate of
need applicant shall document its plans for providing
access to services for patients with limited financial
resources and demonstrate the availability of capacity to
provide these services. A certificate of need applicant shall
also document how its projected volumes incorporate these
concepts in meeting the need identified in the State Medical
Facilities Plan as well as addressing the needs of all
residents in the proposed service area.”

See 2010 SMFP p. 39. In the CON review at issue, Novant is
applying to develop a new institutional health service for which
there is a need determination in the SMFP; however, Novant fails
to provide a response to Section IIl.4. of the application which
requires an applicant to “[d]escribe how the project is consistent with each
applicable policy in the State Medical Facilities Plan, including Policy Gen-
3, Basic Principles.” As such, Novant omits any discussion of its
conformity with the basic principles—safety and quality, equitable
access, and maximizing health care value for resources expended —
as outlined under Policy Gen-3. Therefore, the application should
be found nonconforming with Policy Gen-3 and as a result,
nonconforming with Criterion 1.
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(3)

Please note that Section V.7. of the application, which requires the
applicant to “[d]escribe how the proposed ~project will foster
competition[,]” while similar to Policy Gen-3, does not specifically
require an applicant to address the basic principles contained in
Policy Gen-3 as required in response to Section I11.4., which Novant
omitted from its application. In particular, Section II1.4. of the CON
application form for New Operating Rooms, New Ambulatory
Surgical Facilities and Gastrointestinal Endoscopy Procedure Room
Projects requires an applicant to “[d]escribe how the project is
consistent with each applicable policy in the State Medical Facilities Plan,
including Policy Gen-3, Basic Principles.” While Novant's response in
Section V.7. of its application attempts to address how its project will
foster competition by promoting cost effectiveness, quality, and
access to services, such a response does not adequately address the
new basic principles under Policy Gen-3—safety and quality,
equitable access, and maximizing health care value for resources

expended.

The applicant shall identify the population to be served by the proposed
project, and shall demonstrate the need that this population has for the
services proposed, and the extent to which all residents of the area, and, in
particular, low income persons, racial and ethnic minorities, women,
handicapped persons, the elderly, and other underserved groups are likely to
have access to the services proposed.

Novant fails to demonstrate the need of the population for the
proposed project, based on the following:

Failure to Justify Market Share Assumptions

- On page 75 of its application, Novant provides its market share

assumptions for its service area:

Hully Spreings Surgeey Cenler
Projected Market SEhare: Y 2092~ CY 2015

Cimuag Trasd Y 32 g E093 CY 24 Y IS
| Cagsus Tracy 537 4% i A5 S alsh
oo e Traet 33101 e B
o Census Trar 33305 ) IR%
Capoins Traed 821,04 6%
Coaneus Traer 329 B A8
Cpisus Tract 23414 8% 3 . Wy
Ssrpes EahOE 2, Veble 4

While Novant argues that its market share assumptions are
reasonable it fails to address several key factors. Novant provides no
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reasonable basis for the specific market share percentages for each
Census Tract. For example, it is unclear why Novant projects a 35
percent share in Census Tract 529 rather than a 10 percent or 60
percent share as projected in other tracts; the market share
assumptions appear to be completely arbitrary. Novant does not
demonstrate that it has adequate provider support for its market
share assumptions. Novant would be a new provider of surgical
services in Wake County and currently employs no surgeons in the
county. In fact, only six of the surgeons who provided support to
Novant’s application are based in Wake County and those six have
offices in Cary and Garner not Holly Springs, with no specific
documentation of plans to develop an office in the Holly Springs
area.

Market Share Assumption Greater than 100 Percent

As noted below, while Novant is inconsistent in its statements
regarding the services that will be offered at its facility, only
general surgeons, orthopedists, neurosurgeons, and spine surgeons
provided support to its project. As such, it can be assumed that
Novant will only offer general surgery, orthopedics, neurosurgery,
and spine surgery.6 However, Novant’s utilization projections do
not account for this limited service offering and employ
unreasonable market share assumptions including an assumption
of 115 percent share of one census tract.

On page 73 of its application Novant calculates the historical
ambulatory surgery rates in Wake County and provides the basis
for its projected surgical use rates, which is the foundation of its
projection methodology. Novant states “the following table provides a
summary of multi-specialty surgical data and the vesulting surgical use
rates for residents of Wake County.

Rex is using the “four” surgery service lines identified by Novant; however, it should be
noted that spine surgery is a subset of neurosurgery or orthopedic surgery.
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and plastis sorgery confers,

... HSSC utilized the more conservative 2007 to 2009 three year average
Ambulatory Surgery Use Rate for Wake County residents to project
future ambulatory surgical volume for the proposed HSSC Service Area.”

As Novant notes, the surgical volumes used to calculate these use
rates are from multi-specialty providers, which provide additional
specialties beyond what will be offered by Novant. In fact, an
analysis of the surgical providers in Wake County included by
Novant suggests that only 52 percent of cases at these facilities are
in specialties that will be provided at Novant.

The Wake County Ambulatory Use Rate table reproduced from the
Novant application above refers to source data in Exhibit 2, Table
11 which is identical to the table in the application, but also refers
to Tables 14-18. In Exhibit 2, Tables 14-18, Novant provides the
number of Wake County ambulatory surgery patients treated by
North Carolina providers according to the Hospital and
Ambulatory Surgery License Renewal Applications. Again, the
patients shown here are for all ambulatory surgery specialties and
not just those to be provided by Novant. Moreover, the Hospital
and Ambulatory Surgery License Renewal Applications provide all
surgical cases including cases regardless of the location performed
(such as procedure rooms). As such, Novant's surgical use rate
calculations also include cases that may not be appropriate for an
operating room.

On Table 19, the top six providers of ambulatory surgery to Wake
County patients are facilities located in Wake County. According
to their License Renewal Applications, only 52 percent of the cases
at those facilities are in specialties that will be provided by Novant,
as shown below. It should be noted that the License Renewal
Applications do not provide a spine surgery separately, but that
these cases are assumed to be included in the neurosurgery or
orthopedic surgery cases.
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FFY 2009 Wake County Providers
Percent of Ambulatory Surgery Cases in Novant Provided Specialties

Gt | Yo | Oolrec | iy | i
| Surgery of Total
Rex Hospital | 5637 | 425 | 5269 | 24567 | 46.1% |
Duke HealthRaleigh | 2175 | 552 | 5817 | 10817 |  790% |
WakeMed | 2052 | 593 | 2032 | 9334 | 50.1% |
WakeMed Cary | 2m1 | 13 | 767 | 7273 | 48.0% |
Blue Ridge SC ] o | o | 267 | 5904 | 45.3% |
WakeMed North | o207 | 0o | 1129 | 3843 | 34.8% |
TOTAL | 12782 | 1583 | 1769 | 61738 | 51.9% |

Source: 2010 Hospital and Ambulatory Surgery License Renewal Applications; pertinent excerpts
provided in Exhibit 5.

The License Renewal Applications do not provide surgical data by
specialty and by county and so the exact number of surgical cases
for Wake County patients in the Novant specialties cannot be
determined. However, the total percent of ambulatory surgery
cases in the Novant specialties calculated abové demonstrates
definitively that a large portion of the cases used in determining
Novant’s projected use rate are in specialties that will not be
provided by Novant. In justifying its use rate assumption, Novant
states “there is no publicly available database which provides reliable
outpatient surgical utilization by specialty” (pg. 74). This statement is
clearly false as Novant relies upon the Hospital and Ambulatory
Surgery License Renewal Applications in its calculation of surgical
use rates and thus should have been able to use that data to more
reasonably project the percentage of patients that require the
specialties Novant will offer.

On page 75 of its application, Novant provides its market share
assumptions for its service area:

Hulfy Springs Surgery Center
Projected Market Share: CY 2042~ Y 2015

Cerigns ‘Tt e¥aii L Gyana | Yo C¥ 2015

Comale el 32 4545 | k) sy
CCemsas Tram 33100 2EM o 28% BRO- . T
| Tensus Teao) 53005 ) B 8%
Cerssns Tract 53104 2R AENG
: i 8% Ans Rhi)
5] b 1)
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In its justification for these assumptions presented on pages 75 and
76, Novant never mentions that these assumptions reflect the
limited number of specialties that Novant will offer. In fact,
Novant did not consider this fact as when its specialty offerings are
considered, its market share assumption for Census Tract 532 is
demonstrated to be above 100 percent, as shown below.

On page 74 of its application, Novant provides total projected
ambulatory surgery volume for its service area:

HEEC Servies Area
Total Ambolatery Sergery Yolume: CY 3012 - OV 2015

Census Trast Town | cvir | oevsaus | cviond [ cvims |
Censns Trag) 332 Halw Springs 2,305 2dis ) 33 1ELL
Crnsys T 331 01 Fuquay Varine Liln 1,165 [ |, 354
| enEus Tl S35 Wake Cougity Sl ABE e 185
Census Tt 530G 1 Wike County ETL L3 1L L
Census ]‘nm RS HJ Holly Saringsidpex § 3,25&3 B 1,308 ,1,350 5,302 N
Censias Tragt 533 Wake Counzy 916 815 | 5k Cam
Froal Sy 5837 TOR4 1,341 TA09
M wred Capsatanion e S ) o Ure Bore v Brep 101600
Fowrey Joohibi 2, Vadle 3

Again, these projected surgery volumes are based on the inclusion
of surgery specialties that will not be offered at Novant. As shown
above, 52 percent of total ambulatory surgery cases performed by
Wake County providers in FFY 2009 were in the Novant surgical
specialties. In order to determine the potential market that Novant
can serve in CY 2015, Rex applied the percentage of Novant
specialties to total cases, 52 percent, to total surgery cases projected
by Novant.

CY 2015 Ambulatory Surgery Cases
That Could Be Served by Novant
Given Specialties Offered

CY 2015 Total Percent of Total

Ambulatory Surgery Ambulutory Surgery I Ambulatory Cases

Census Tract ! Volume per Novant ‘Cases in Novant That Could Be
L e  Specialties | SeTved by Novant |
532 | 2654 | 51.9% } 1,378 |
ol | 1,269 | 51.9% | 659 |
B8 | 585 i 519% | 4|
531.04 733 } 51.9% | 380 |
53404 1392 | 519% |8 |
529 | 976 | 51.9% | 507 B
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On page 77, Novant provides its projected surgical volumes by |
census tract which are derived from applying its projected market
share of total cases to the projected total market cases.

Prajected HESC Surgles] Volume from HSSC Service Aren
CY 3012~ CY 2015

Cemses Tract. | Pk - CY MR (- CAHI3 | CY 304 | CY20is
Cemsus Tragt 532 Holly Springs 1,105 A1 1,307 1,583

raet 231000 Flgusy Varas at2 524 : 83 444

A3 | WekeCounty | 157 e [y

Tract £31.04 133 143 ] 34 36|

__ Census Tract 53404 SpringsfApey 355 Ky 425 A%7 ]
Census Trazy 129 Wake Cnuzsy kE 4 A 3

HISC Rarvice Area
Dutpmient Surpical .

Wodusze (0% ol Tolal} 2183 21380 1T 3083
v v Frofectes Surgiom! Yolwme by Ceasnr Troed i Step 33 Morket Sture A seumprions fe Sep 4
S Ealibe 2 Vable 8 thighlighved e yaliond

Below, Rex compares Novant projected volume by census tract to
the number of ambulatory cases it could potentially serve in order
to demonstrate the unreasonableness of Novant’s projections, and
its true market share assumptions when its specialty mix is
considered.

CY 2015 Novant Market Share Assumptions

Ambulatory Cases Ambu.latory Cases Percent of Potential
: That Could Be Projected to be
Census Tract Served by Novant Provided b Cases that Novant
ey ! Y Projects to Provide
calculated above Novant page 77
532 1 1378 | 159 | 1156% [
531.01 | 659 | 444 | 67.4% 3
531.03 } 304 | 205 | 674% |
531.04 ] 380 | 256 } 674% |
534.04 | 723 1 487 | 67.4% |
529 | 507 | 8 | 193% |
Total | 5,966 | 3083 | 51.7% ]

As shown above, Novant projects to provide 52 percent of the
ambulatory surgery cases in its service area, when its restricted
surgical specialties are considered. Moreover, Novant projects to
provide 116 percent of the general surgery, orthopedics,
neurosurgery, and spine surgery cases in Census Tract 532.
Clearly, Novant’s projection methodology is based on unreasonable
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assumptions and as a result, Novant has not demonstrated the need
for the proposed project.

Mathematical Error in Projection Methodology

Novant utilization projections contain a mathematical error which
results in an inflation in the number of surgical cases it will
provide. On pages 74 and 75, Novant provides total projected
ambulatory surgery cases in its service area and its projected
market share, as shown below.

HEAC Servier Area
Total Ambulatory Surgery Yolume: CY 242 - OY 20E5

" Cenns Tract Town [Tevamz | cysams | CY2014 | CYIHS |
Censis Trney 832 Hally Springs . Lns i 333 AL
Fuguay Varins Lt I 1,359
. : i byl 383
< b3 &l AT
Census Tract 534,04 11,168 135 obger
Consas Trao) S350 Wake Counsy & 956 DR
Tezal Servier Ay | 6,837 1341 TG

= Prafeenied Papadanion i Sep L Ure Rare g Eep 2.0 8000
o Jwkibly 2 Fallz 4

Hully Springs Surgery Center
Projected Market Share: O 2012 - CY 2515

Chustis Thadl cmﬂizut Gyania | oovaee ) ovians
Caaus Traet 532 A8 i) hE v il
; 1 ) 5%,

W 2%
pEy] i 3%
%% | "

Please note that Novant has changed the position of Census Tracts
529 and 534.04 in these two tables, which is likely the cause of its
mathematical error. If the market share figures are applied to the
total cases in the appropriate manner, the following projected
Novant surgical cases can be calculated.

Correctly Calculated Novant Projected Cases

VCV“ensus_I(gpt | cva012 | cy2013 | cy2014 | cy2015 |
532 | 1106 | 1160 | 1367 | 1,592 |
53101 | sz | s | 38 | 44|
531.03 w1 | a2 | 205 |
53104 w8 | 1 | 24 | 2% |
53404 1w [ 15 | i | 139 |




529

257

262

301

Novant Service Area
Outpatient Surgical
Volume (90% of Total)

2121

2,205

Surgical Volume from
Other Wake County
Census Tracts

236

245

2,579

287

331

Total Novant Outpatient

Surgery

2,357

2,450

2,865

3,310

Again, Novant’s error is in the calculation of the projected volumes
for Census Tracts 529 and 534.04; Novant applied the market share
assumption for Tract 529 to the projected cases for 534.04 and vice
versa. If the correct Calendar calculations shown above are
adjusted to project years, the result is that Novant overstates the
number of surgical cases it will serve by 82 to 111 cases in each of
its project years.

Correctly Calculated Novant Projected Cases

Census Tract FEY 2013 FEY 2014 EFY 2015
; (PY1) (PY2) (PY3)
Correctly Calculated
Total Novant Cases 2427 2,761 - 3,198
Total Novant Cases per
Incorrect Calculations in 2,509 2,856 3,310
Application -
 Difference ] 82 ] % | 111 1

Given that Novant overstates the number of surgical cases and that
its methodology relies on unreasonable market share assumptions,
its application has failed to document the need for the proposed
project.

Use Rate Assumption

In a recent review for proposed operating rooms submitted by
Novant in Union County, the Analyst was critical of the applicant’s
use rate assumption, stating “the use rate based on all outpatient
surgical cases performed on residents of Union County, not just residents of
the primary service area. The applicant did not provide sufficient data in the
application to adequately document that the rate at which residents of the
primary service area utilize ambulatory surgical facilities is sufficiently
similar to the rate at which residents of Union County as a whole utilize
outpatient surgical services in ambulatory surgical facilities and the hospital.
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" For example, the applicant did not provide data to show that the age
distribution for the primary service area is similar to the age distribution for
Union County as a whole. The age of a population (e.g., the median age of
the population, the percentage of the total population age 65 and older, etc.)
impacts the type and frequency of surgical services utilized by that
population” (pgs. 14-15 of the Agency Findings in Project ID # F-
8316-09, excerpts provided in Exhibit 6). Novant’s application also
uses a county-wide use rate and fails to provide adequate
documentation to determine that the residents of the proposed
service area are sufficiently similar to the county as a whole.

Volumes for Novant Physician Supporters

According to the ThomsonReuters outpatient surgery database, the
physicians who wrote letters of support for Novant’s application
performed 961 outpatient surgeries on Wake County patients in the
twelve-months ending in March 2009.

Outpatient Surgeries for
Physician Supporters of Novant Application

Facility 1 Outpalenc }

Blue Ridge Surgery Center } 809 ,

Rex Healthcare 1 ‘ 57 §

~ WakeMed Cary } 46 WJ

_Durham, Orange, and Other County Facilities I B 49 l

TOTAL 7 | %1 |
Source: ThomsonReuters. Detail provided in Exhibit 7.

Even if these physicians shifted all of their 961 cases, which is
unlikely as Novant's service area is only a portion of Wake County,
Novant would require only 0.8 ORs (0.8 ORs = 961 x 1.5 hours per
outpatient cases + 1,872 hours per OR).

Further, Rex maintains that documentation of surgeon support for
the proposed project should be considered an important factor in
this review. In Exhibit 3 of its application Novant represents that it
has 51 physician supporters (27 surgeons and 24 primary care
physicians). Of the 27 surgeons, Novant represents that it has
support from one orthopaedic spine specialist, one physical
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medicine and rehabilitation,” three neurosurgeons, four general
surgeons, and eighteen orthopaedic surgeons. However, Exhibit 3
does not include support letters from 12 of the 18 orthopaedic
surgeons for which Novant claimed to have documented support.
Of the 14 surgeon support letters provided in Exhibit 3 (27 - 13
[includes the 12 orthopaedic surgeon letters not provided and one
physical medicine and rehabilitation letter which Novant notes will
perform non-surgical procedures in the proposed procedure room]
= 14), 13 constitute unique letters of support (whereby the surgeon
did not also submit a letter of support for any of the competing
applications). In fact, even the physician support letters that are
included in Novant’'s application do not demonstrate a firm
commitment from the physicians to practice at the proposed
ambulatory surgery center; most indicate that they will seek
privileges there.

Procedure Room

Novant does not  provide any discussion of the need for a
procedure room as proposed in its application. Therefore, this
procedure room as proposed by Novant is essentially shell space.
See Agency Findings for Project ID # F-7993-07, KND Development
50, LLC d/b/a Kindred Hospital Charlotte (noting that due to the
inconsistencies in the proposed number of ICU .beds to be
developed and the inclusion of extra unnecessary shell space, the
applicant did not adequately demonstrate that the design and
construction costs represent the most reasonable alternative for the
services proposed). Please see Exhibit 8 for the relevant excerpt
from these Findings. See also, Agency Findings for WakeMed Brier
Creek Healthplex (Project ID # J-8016-07) (noting, among other
things, that the proposed design of the facility in Exhibit 25
includes a “Bone” room which appears to be for provision of bone
densitometry services; however, the applicant failed to state in the
narrative of the application that these services will be provided. In
addition, the Analyst noted that a radiology/fluoroscopy room was
proposed but no equipment was identified to be acquired for this
room —consequently, the Analyst found that the design was not the
most reasonable alternative for the services proposed by the
applicant and therefore, the application was found not conforming

Confrary to Novant’s categorization, a physical medicine & rehabilitation physician is
not a surgeon as they do not perform surgical procedures. As such, this physician was
excluded from the final count of surgeon support for Novant's project. :
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©)

to this Criterion). Please see Exhibit 9 for the relevant excerpt from
these Findings. '

Where alternative methods of meeting the needs for the proposed project
exist, the applicant shall demonstrate that the least costly or most effective
alternative has been proposed.

Novant fails to demonstrate that it has proposed the least costly or
most effective alternative. In particular, in Section III of its
application, Novant failed to discuss any alternatives to its project as
proposed. While Novant notes elsewhere in its application that it
believes that the southern portion of Wake County is underserved, it
offers no additional explanation as to why its proposal is the most
effective alternative to meet this unmet need within the southern
portion of the county. Given Novant’s complete lack of discussion
relative to alternatives considered, Novant has failed to demonstrate
that developing the facility in Holly Springs is the least costly or most
effective alternative for the need identified in the 2010 SMFP and
should be found nonconforming with this criterion.

Financial and operational projections for the project shall demonstrate the
availability of funds for capital and operating needs as well as the immediate

and long-term financial feasibility of the proposal, based upon reasonable

projections of the costs of and charges for providing health services by the
person proposing the service.

Novant fails to demonstrate that the financial and operational
projections are based on reasonable assumptions and therefore
fails to demonstrate the immediate and long-term financial
feasibility of the project.

In particular, Novant is so vague with its financial assumptions that
it is impossible to determine their reasonableness. Specifically,
prior to listing its assumptions, the beginning of page 165 states the
following:

“In determining the financial projections for the Holly Springs Surgery
Center as part of the certificate [sic] of Need Application process, the
following information was relied upon from other Ambulatory Surgery
Centers, Wake County Surgery Centers CONSs, and a review of the payor
mix from Wake County Licensure Renewal Applications.”

In order to demonstrate that its financial assumptions were
reasonable, Novant needed to document the facilities or CON
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applications on which they are based because the revenue and
expenses associated with surgical cases varies significantly based on
the type of procedure that is being performed.

In addition, as noted below, Novant states in its response to 10A
NCAC 14C .2102 (b) (8) that “utilization of the multi-specialty surgery
center will be comparable to existing multi-specialty centers in North
Carolina and will include procedures in the following specialties: general
surgery; orthopaedics; spine surgery; neurosurgery; ENT; and urology.”
See Novant’s application p. 21. However, Novant fails to provide
any support from otolaryngologists or urologists. Moreover, this
response is inconsistent with Novant’s response to 10A NCAC 14C
.2102(a), in which Novant noted that, based on physician letters of
support, the following specialties will be offered: general surgery,
neurosurgery, orthopaedics, and spine surgery. See Novant's
application p. 18. Given that Novant’s projected charges are based
on ENT and urology services which will not be offered at its
proposed facility, its financial projections are not based on
reasonable assumptions.

Novant states that its financial assumptions are based on a review
of the payor mix from Wake County Licensure Renewal
Applications. The following tables provide a comparison between
the outpatient surgery payor mix presented in Wake County
Licensure Applications and Novant’s projected payor mix.

Wake County 2010 Licensure Renewal Application
Outpatient Surgery Payor Mix

Duke - Blue : Total
| Hof;;fml 5{132 WakeMed W’g;"xe‘i Rgcége Wg,’;j]t‘ffd Total | Payor
Self Pay/ N
Indigent/ 356 1,722 836 181 36 241 3372 | 52%
Medicare | 6509 | 2273 | 1617 | 2025 | 149 | 816 | 14738 | 22.6%
Medicaid |99 | 351 | 2267 | 293 | 599 | 200 | 4679 | 72% |
Commercial | 63 | 190 | 126 | 47 | 44 | 23 | 493 | 08% |
Managed Care | 16,076 | 5794 | 4831 | 4595 | 5872 | 2438 | 39,606 | 60.7% |
Other | 594 | 487 | 575 | 132 | 453 | 125 | 2366 | 3.6% |
TOTAL | 24567 | 10817 | 10252 | 7273 | 8497 | 3,843 | 65249 | 100.0% |

Source: 2010 Hospital and Ambulatory Surgery License Renewal Applications, excerpts provided in Exhibit 5.
Note: Rex has only included the facilities that were used by Novant throughout its application as providing

comparable services.
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Comparis

on Between Wake County 2010 Licensure Renewal Application
Outpatient Surgery Payor Mix and Novant Payor Mix

nt Proj ‘
WakIe)Cot;nty 'Totul J Palyvgjlﬂ\l(lix f::];:;gﬁj, Difference
ayor Mix ;
. page 165 .
Self Pay/ ]
Indigent/ 5.2% 6.97% : 1.80%
Charity
Medicare ] 22.6% [ 31.08% | 8.50% t
Medicaid | 7.2% 1 9.12% | 1.95% j
_Commercial | 08% | 0.87% | 011% i
Managed Care | 60.7% | 4734% J -13.36% I
Other - 3.6% i 4.62% | 0.99% (
TOTAL | 100.0% | 100.0% | 3
As this analysis shows, Novant’s projected payor mix is
significantly different from the existing payor mix in Wake County.
Novant makes no statements about how it may have adjusted the
Wake County payor mix and thus, the proposed mix is based on
unreasonable assumptions and likely to have been manipulated in
order to suggest that Novant will have a payor mix that will be
looked at more favorably by the CON Section in a comparative
review.
In addition, Novant employs some of the physicians who provided
support for the proposed project. The payor mix of the cases for
these physicians could have provided support for Novant's
assumptions, but it is not presented.
(6)  The applicant shall demonstrate that the proposed project will not result in

unnecessary duplication of existing or approved health service capabilities or
facilities.

Novant fails to demonstrate that its proposal will not result in the
unnecessary duplication of existing services.

As discussed under Criterion 3, Novant fails to demonstrate the need
for all of the services it proposes. In addition, while Novant
proposes to shift cases from existing providers of surgical services
in Wake County, Novant fails to document that these existing
providers are unable to meet the needs of the population proposed
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to be served and likewise fails to demonstrate the impact of the
proposed project on existing providers.

On page 72, Novant provides the total population of its service area
from 2009 to 2015. Based on Novant’s use rate assumptions, it can
be calculated that approximately 6,150 ambulatory surgical cases
originated from the service area in 2009 (6,150 cases = 105,864
persons in 2009 x 58.10 cases per 1,000 population). As these are
current cases, all of the 6,150 cases are currently served by existing
providers. As shown on page 74, Novant projects 7,609 ambulatory
surgical cases in the service area in 2015. Thus, there will be an
additional 1,459 cases in the service in 2015 (1,459 = 7,069 cases in
2015 - 6,150 cases in 2009). Novant projects to serve 3,083 patients
in the service area in 2015 (see page 77). Assuming that Novant
serves 100 percent of the 1,459 additional cases from population
growth which is unlikely given that Novant has no history of
providing surgical services in Wake County, Novant would have to
shift 1,624 cases from other existing providers.

Source of Novant Projected Cases

A 2009 Total Ambulatory Surgery Cases in Service 6.150
Area (105,864 population x 58.10 cases per 1,000) g
2015 Total Ambulatory Surgery Cases in Service
B 7,609
| Area (page 74) |
C Total Additional Ambulatory Surgery Cases in 1459
‘‘‘‘‘‘‘‘‘ ‘Service Area in 2015 (B - A) g
D 1“»_Novant Projected Cases in Service Area ' 3,083
# of Cases To Be Shifted From Other Providers
E | Assuming 100% Capture of Additional Cases 1,624
O-C -

Novant has no historical basis for this projected shift of cases and
fails to provide any documentation that existing providers are not
able to meet of those patients. In a recent review for proposed
operating rooms submitted by Novant in Union County, the
Analyst completed a similar analysis of a proposed shift of cases
and found that Novant had failed to “adequately demonstrate that
projected utilization is based on reasonable and supported assumptions”
(page 27 of the Agency Findings in Project ID # F-8316-09, excerpt
provided in Exhibit 6).
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7)

Rex Hospital has submitted a competing application which

proposes to serve its existing patients in the Holly Springs area.
Rex, the largest provider of surgical services in Wake County,
demonstrates the need for only two operating rooms in Holly
Springs based on the direct shift of existing patients who reside in
its proposed service area and within a greater number of surgical
specialties than proposed by Novant. By contrast, Novant
proposes to develop three operating rooms and a procedure room
despite having no history of providing surgical services in the
county.

Given the services Novant proposes to develop, the ability of existing
providers to meet the identified need, and the failure of Novant to
adequately demonstrate why, notwithstanding the ability of existing
providers to meet the identified need, there still exists a need for the
proposed project, Novant has failed to demonstrate that the proposed
project would not result in the unnecessary duplication of services.
Therefore the application should be found nonconforming with
Criterion 6.

The applicant shall show evidence of the availability of resources, including
health manpower and management personnel, for the provision of the
services proposed to be provided.

Novant fails to demonstrate the availability of resources necessary
for the provision of the services proposed to be provided. The
applicant is proposing to develop a new freestanding ambulatory
surgery center which will operate 10 hours per day, five days per
week; however, the applicant has failed to adequately document the
availability of adequate manpower for the provision of the services
proposed to be offered at the proposed Novant facility. In particular,
Novant’s application lacks adequate documentation of the
availability of surgeon specialists to provide all of the specialties
proposed. In response to 10A NCAC 14C .2102(b)(8), Novant notes
that the “utilization of the multi-specialty surgery center will be
comparable to existing multi-specialty centers in North Carolina and will
include procedures in the following specialties:  general surgery;
orthopaedics; spine surgery; neurosurgery; ENT; and urology.” See
Novant’s application p. 21. However, Novant fails to provide any
support from otolaryngologists or urologists. Moreover, this
response is inconsistent with Novant’s response to 10A NCAC 14C
.2102(a), in which Novant noted that, based on physician letters of
support, the following specialties will be offered: general surgery,
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neurosurgery, orthopaedics, and spine surgery. See Novant's
application p. 18. Although Novant notes that it “will continue to
entertain ongoing discussions with other surgical specialists, such as ENT
and urology[,]” the fact remains that Novant has no support from
these two surgical specialties. See Novant’s application p. 18.
Given Novant's lack of documented support for the MDC's
proposed, Novant has failed to demonstrate availability of health
manpower for the provision of services proposed to be provided
and should be found nonconforming with this criterion.

The applicant shall demonstrate that the provider of the proposed services
will make available, or otherwise make arrangements for, the provision of the
necessary ancillary and support services.  The applicant shall also
demonstrate that the proposed service will be coordinated with the existing
health care system.

Novant also fails to demonstrate how its proposed ambulatory
surgery center will coordinate with the existing health care
system in the area. Given the lack of existing Novant facilities in
the area, Novant cannot and does not propose a shift of volume in
its application. This factor, combined with the lack of substantial
physician support in the application, results in a failure to
demonstrate that Novant’s proposed patients will receive care in
coordination with the existing health care system in the county,
including any of the three health care systems.

The applicant fails to demonstrate adequate physician support from
all of the specialties proposed in the application necessary to support
its volume projections and demonstrate coordination with the
existing health care system. Novant states that its surgical
procedures will include four surgical specialties (general surgery,
neurosurgery, orthopaedics, and spine surgery). Further, Novant
provides the following table on page 34 of its application in
response to 10A NCAC 14 .2105(b). '
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Holly Springs Surgery Center
Estimated Surgeon & Physician Practitioners by Specialty

PHYSICIAN SPECIALTY CURRENT HSSC EXPECTED HSSC
STAFT#* MEDICAL STAFF
ANMESTHESIOLOGY * NIAF 4-5
GENERAL SURGERY NIAF® 4
NEUROSURGERY NIA** 3
ORTHOPEDIC SURGERY NiA 18
SPINE SURGERY N/ARH 1
PHYSICAL MEDICINE & NIA** 1
REHABILITAT ION**’* :
TOTAL C O ONIANE 3112

*Source; Surgeon letters of Support; Radivlogist, Pathologisi, & Am!sthesivlagisi professional coverage

letters, Please see Exfiibit 3.

#*There ave no current HSSC Medical Stgff members, as HSSC is a new provider and is not in operation
e,

92 Physical Medicing & Rehabilitation physician plans to perform non-swrgical procedures in HSSC's
oz progedure room, Ceriain surgeons will also use the HSSC procedure reom, See Exhibi 3 for
Physical Medicine & Rehab physician & surgeon support latters,

Although Novant states that general surgery, neurosurgery,
orthopaedic, and spine cases will be performed in the proposed
operating rooms; Novant fails to provide adequate documentation of
physician support necessary to support its proposed project. In
particular, Exhibit 3 does not contain adequate documentation of
physician support necessary to support its proposed volume
projections. While Novant may file additional letters of support
during the public comment period, the Agency has stated that an
applicant must conform with criteria and standards within the
application, and may not submit information during the public
comment period to conform with those rules. Please see Exhibit 10
for a July 10, 2003 letter from CON regarding Letters of Support
Submitted for Certificate of Need Applications (noting that “all
information the applicant intends to rely on to demonstrate conformance
of the application with the review criterin must be provided by the
applicant in its application when first submitted to the agency”).
Further, pursuant to 10A NCAC 14C .0204, “[a]n applicant may not
amend an application.” Exhibit 3 contains the following support:

_ Physician Sp'ecialty { Documented Support in Exhzbzt 3 %
General Surgeon 1 4 |
Neurosurgeon ] 3 ;
Orthopaedic Surgeon § 6 ) 2
Spine Surgeon 1 1 %
Physical Medicineand | 1 |
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 Rehabilitation o o
Family Medicine o 24 |
TOTAL ] 39 |

Of those physician support letters captured in the table above, even
fewer can utilize the proposed operating rooms. In the table below,
Rex isolated Novant’s letters of support from surgeons, paying
particular attention to those that constitute “unique” letters of
support for the Novant application. Unique letters of support refer to
those letters submitted by surgeons who did not in turn submit
letters of support for competing applications.

A B ] c | D | E |

i

Total Non-Surgeon Surgeon Letters of | Letters of Support Which Untqg’c‘z Leot:ters of
Letters of Letters of Support Overlap with Support for PP |
Support Support Competing Applications C-D |
A-B : | |

39 | 25" | “ | I N B

*Please note that the physical medicine and rehabilitation physician was excluded given Novant's explanation
that he will perform non-surgical procedures in Novant's one procedure room. See Novant’s application page
34.

Once Novant's unique surgeon letters of support are isolated, it
becomes exceedingly clear that Novant lacks adequate
documentation of physician support necessary to support its
volume projections and demonstrate coordination with the existing
health care system. Furthermore, of the 13 unique surgeon letters
of support, only six are Wake County based.

This lack of coordination is a cause for concern. If the physicians
on staff at Novant’s proposed facility are new to the community,
they may be unfamiliar with the physicians at the existing
hospitals, making referrals and coordination of care difficult if not
impossible. Thus, patients in need of more than the level of care
available at Novant's proposed facility would have to be
transferred to a completely different system with a separate
medical staff. Therefore, Novant has failed to demonstrate
coordination with the existing health care system and should be
found nonconforming with this criterion.

(12)  Applications involving construction shall demonstrate that the cost, design,

and means of construction proposed represent the most reasonable
alternative, and that the construction project will not unduly increase the
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costs of providing health services by the person proposing the construction
project or the costs and charges to the public of providing health services by
other persons, and that applicable energy saving features have been
incorporated into the construction plans.

Novant fails to demonstrate that the cost, design, and means of
construction proposed represent the most reasonable alternative.

As noted under Criterion 3, Novant does not provide any discussion
of the need for a procedure room as proposed in its application.
Therefore, this procedure room as proposed by Novant is
essentially shell space. See Agency Findings for Project ID # F-
7993-07, KND Development 50, LLC d/b/a Kindred Hospital
Charlotte (noting that due to the inconsistencies in the proposed
number of ICU beds to be developed and the inclusion of extra
unnecessary shell space, the applicant did not adequately
demonstrate that the design and construction costs represent the
most reasonable alternative for the services proposed). Please see
Exhibit 8 for the relevant excerpt from these Findings. See also,
Agency Findings for WakeMed Brier Creek Healthplex (Project ID
# J-8016-07) (noting, among other things, that the proposed design
of the facility in Exhibit 25 includes a “Bone” room which appears
to be for provision of bone densitometry services; however, the
applicant failed to state in the narrative of the application that these
services will be provided. In addition, the Analyst noted that a
radiology/fluoroscopy room was proposed but no equipment was
identified to be acquired for this room—consequently, the Analyst
found that the design was not the most reasonable alternative for
the services proposed by the applicant and therefore, the
application was found not conforming to this Criterion). Please see
Exhibit 9 for the relevant excerpt from these Findings. Given that
Novant fails to account for the need for this “shell space,” Novant
fails to adequately demonstrate that the cost, design, and means of
construction is reasonable and will not unduly increase the cost of
providing services.

CRITERIA AND STANDARDS FOR SURGICAL SERVICES AND OPERATING ROOMS

The proposal submitted by Novant is not conforming with all applicable Criteria
and Standards for Surgical Services and Operating Rooms as promulgated in 10A
NCAC 14C .2100, et seq., as indicated below.
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10A NCAC 14C .2102(b)(8)
This rule states “An applicant proposing to increase the number of operating rooms in a
service area, to convert a specialty ambulatory surgical program to a multispecialty
ambulatory surgical program or to add a specialty to a specialty ambulatory surgical
program shall provide the following information:
(8) the projected average reimbursement to be received per procedure for the
20 surgical procedures which the applicant projects will be performed
most often in the facility and a list of all services and items included in the
reimbursement”

As noted in response to Criterion 7, in response to this rule, Novant
notes that the “utilization of the multi-specialty surgery center will be
comparable to existing multi-specialty centers in North Carolina and will
include procedures in the following specialties: general surgery; orthopaedics;
spine surgery;, neurosurgery; ENT, and wurology.”  See Novant's
application p. 21. However, Novant fails to provide any support from
otolaryngologists or urologists. Moreover, this response is inconsistent
with Novant's response to 10A NCAC 14C .2102(a), in which Novant
noted that, based on physician letters of support, the following
specialties will be offered: general surgery, neurosurgery,
orthopaedics, and spine surgery. See Novant's application p. 18.
Given Novant's lack of documented support for the surgical
procedures proposed in response to this rule, Novant has failed to
demonstrate availability of health manpower for the provision of
services proposed to be provided and as such, should be found
nonconforming with this rule.

10A NCAC 14C .2105(b)

This rule states “The applicant shall identify the number of physicians who currently
utilize the facility and estimate the number of physicians expected to utilize the facility
and the criteria to be used by the facility in extending surgical and anesthesia privileges
to medical personnel.”

As noted previously, Novant provides misleading information regarding the
number of physicians expected to utilize the proposed facility, Novant. In
response to 10A NCAC 14 .2105(b), Novant provides the following on page 34 of
it application.
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Holly Springs Surgery Center
Estimated Surgeon & Physician Practitionces by Specialty

PHYSICIAN SPECIALTY CURRENT HSS5C EXPECTED HSSC
STAFF** MEDICAL STAFF
ANESTHESIOLOGY * NIAR* 45
GENERAL SURGERY MNIAY 4
NEUROSURGERY NIAR* 3
ORTHOPEDIC SURGERY NIA** 18
SPINE SURGERY N/A®® 1
PHYSICAL MEMCINE & NiA*® 1
REHABILITATION* .
TOTAL B S NfAWS 31-32

*Source: Surgeon letters of Support; Radivlogist, Pathologist, & Anesthesiologist professional coverage
letters, Please see Exfiibir 3.

**There are no curvent HSSC Medical Staff members, as HSSC is a new provider and is not in operation
yel, :

rarpilsical Medicine & Rehabilitation physicion plans to perform non-surgical procedures in HSSC's
one procedure room, Certain surgeons will also use the JISSC procedure room, See Exhibiy 3 for
Plysical Medicine & Rehab physician & surgeon support leiters,

Although Novant states that it anticipates that general surgery, neurosurgery,
orthopaedic, and spine cases will be performed in the proposed operating rooms—
based on the surgeon letters of support it received; Novant fails to provide
adequate documentation of the surgeon support necessary to support its
statements regarding surgeons expected to utilize the facility. In particular, Exhibit
3 does not contain 12 of the 18 support letters from orthopaedic surgeons Novant
represents to have. While Novant may file additional letters of support during
the public comment period, the Agency has stated that an applicant must
conform with criteria and standards within the application, and may not submit
information during the public comment period to conform with those rules.
Please see Exhibit 10 for a July 10, 2003 letter from CON regarding Letters of
Support Submitted for Certificate of Need Applications (noting that “all
information the applicant intends to rely on to demonstrate conformance of the
application with the review criteria must be provided by the applicant in its application
when first submitted to the agency”). Further, pursuant to 10A NCAC 14C .0204,
“la]ln applicant may not amend an application.” Exhibit 3 contains the following
support:

B Physzczun Specialty l Documented Support in Exh:btt 3 g
General Surgeon } 4 i
~Neurosurgeon ﬂ 3 N 1
_ Orthopaedic Surgeon ] 6 %
Spine Surgeon o 1 .
Physical Medicine and 1
_Rehabilitation B B )
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Family Medicine | 24 |
TOTAL | 39 o

Of those physician support letters captured in the table above, even fewer can
utilize the proposed operating rooms. In the table below, Rex isolated Novant’s
letters of support from surgeons, paying particular attention to those that constitute
“unique” letters of support for the Novant application. Unique letters of support
refer to those letters submitted by surgeons who did not in turn submit letters of
support for competing applications.

A | B | c | D l E |
!
Total Non-Surgeon Surgeon Letters of | Letters of Support Which qu;l, f th:irs of
Letters of Letters of Support Owverlap with Support for PP
Support Support Competing Applications Cc-D i
A-B . |
39 | 25* | 14 | 1 e 13 |

*Please note that the physical medicine and rehabilitation physician was excluded given Novant’s explanation
that he will perform non-surgical procedures in Novant's one procedure room. See Novant's application page
34.

Once Novant’s unique surgeon letters of support are isolated, it becomes
exceedingly clear that Novant lacks adequate documentation of physician
support necessary to support its volume projections and demonstrate
“coordination with the existing health care system. Furthermore, of the 13 unique
surgeon letters of support, only six are Wake County based.

The information provided by Novant in response to this rule is misleading and
inconsistent with actual documentation provided in Novant’s application, and as
such, Novant should be found nonconforming with this rule.

10A NCAC 14C .2105(c)

This rule states “The applicant shall provide documentation that physicians
with privileges to practice in the facility will be active members in good
standing at a general acute care hospital within the service area in which the
facility is, or will be, located or documentation of contacts the applicant made
with hospitals in the service area in an effort to establish staff privileges.”

In response to this rule, Novant states the following “[e]lach physician
credentialed to practice at HSSC will be an active member in good standing on
the medical staff of an existing Wake County acute care hospital or will seek
privileges on the medical staff at an existing Wake County acute care hospital
prior to the opening of HSSC.” See Novant's application p. 34 (emphasis
added). Novant’s response is unclear relative to timing. That is, Novant’s
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response seems to allow a physician to be credentialed at HSSC and
subsequently seek privileges at an existing Wake County acute care hospital.
However, applying for privileges is not equivalent to being an active member in
good standing as required in this rule. Therefore, Novant is nonconforming to
this rule.

10A NCAC 14C .2106(d) :

This rule states “An applicant proposing to establish a new ambulatory surgical facility,
a new campus of an existing facility or a new hospital shall provide a floor plan of the
proposed facility identifying the following areas:

(1) receiving/registering areq;
(2) waiting area;

3) pre-operative area;

4) operating room by type;
(5) recovery area; and

(6) observation area.”

Contrary to Novant's response to this rule on page 37 of its application stating
that the floor plan provided in its Exhibit 14 identifies the areas listed above in
(1) through (6), the floor plan does not identify all of the areas required in the
rule. In particular, the floor plan fails to identify the following: recovery area or
observation area. Therefore, Novant should be found nonconforming with this
rule.
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GENERAL COMPARATIVE COMMENTS

The WakeMed Cary, Duke Raleigh, Novant, and Rex applications each propose
to develop operating rooms in response to the 2010 SMFP need determination for
Wake County. Rex acknowledges that each review is different and therefore,
that the comparative review factors employed by the Project Analyst in any
given review may be different depending upon the relevant factors at issue.
Given the nature of the review, the Analyst must decide which comparative
factors are most appropriate in assessing the applications.

In order to determine the most effective alternative to meet the identified need
for three additional operating rooms in Wake County, Rex reviewed and
compared the following factors in each application:

o  Access?

e  Demonstration of Need
e  Financial Feasibility

e  Coordination

e  Revenue

e  Operating Expenses

e  Physician Support

Rex believes that the factors presented above and discussed in turn below should
be used by the Analyst in reviewing the competing applications. The factors are
appropriate and/or have been used in previous competitive operating room
findings.?

Access

Under N.C. GEN. STAT. § 131E-175(3), the General Assembly of North Carolina
found “[t]hat, if left to the market place to allocate health service facilities and health care

8 Access includes geographic access and access to the underserved.

0 Please note that in developing comparative review factors, Rex looked to a number of
operating room reviews for guidance, such as: the 2008 Wake County Acute Care Beds
and Operating Rooms Review and 2009 Union County Operating Room Review. Where
appropriate, Rex included relevant comparative factors used in those reviews. See, e.g.,
the 2008 Wake County Acute Care Beds and Operating Rooms Review (using the
following comparative factors: geographic accessibility, demonstration of need, financial
feasibility, coordination with existing health care system, access by underserved groups,
revenue, operating expenses, and documentation of physician support); the 2009 Union
County Operating Room Review (using the following comparative factors: geographic
distribution, access by medically underserved groups, demonstration of need, operating
costs, and revenues).
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services, geographical maldistribution of these facilities and services would occur and,
further, less than equal access to all population groups, especially those that have
traditionally been underserved, would result.” This Finding of Fact captures the
notion that geographic access to health care services is an important factor in
health planning. Therefore, geographic access and specifically, access to the
medically underserved, were deemed appropriate comparative review factors
and included in this analysis.

Geographic Access

The 2010 SMFP identifies a need for three operating rooms for Wake County.
The following table identifies the location of the existing and approved operating
rooms in Wake County.

Provider L%Z;iogglﬁ?;n City/Town

_ Blue Ridge Surgery Center } ~ Central | Raleigh 1
Duke Raleigh Hospital | Central | Raleigh \

WRaleigh-Plasﬁc Surgery - } Central B I Raleigh ]
Raleigh Women's Health Organization, Inc. | Central | Raleigh |
Southern Eye Associates [ Central } Raleigh |
Rex Healthcare of Wakeﬁelcj; | Northern | N Raleigh (Wakefield) |
Rex Hospital ] Central } Raleigh }
Rex Surgery Center of Cary | ) Southwes_tgyrrtwj Cary |

~ WakeMed Cary Hospital - ; Southwestern l AAAA Cary B ]
WakeMed North Healthplex ] ~_Northern %4 N.Raleigh J
WakeMed Raleigh Campus B Central | Raleigh i
OSCR S ] ~ Central [ Raleigh 1

In this review, three of the five applications propose to locate additional
operating rooms at existing hospitals: WakeMed proposes to develop three
additional operating rooms at WakeMed Cary hospital, Duke Raleigh proposes
to develop two additional operating rooms at Duke Raleigh Hospital, and Rex
proposes to develop one additional operating room at its main hospital campus.
In the remaining two applications Rex proposes to develop two operating rooms
at its previously approved Rex Healthcare of Holly Springs while Novant
proposes to develop three operating rooms at a new freestanding ambulatory
surgery center. The chart below details the locations proposed by the five
applications discussed in these comments.

. ProposedSite |

Apvlicant R
" 1 ey 1 Address |
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ke Rt |
Novant ~ ] Holly Springs I;?;ﬁ;"g;ﬂfgzr";ecgl;éZSact 3
Rex Holly Springs | Holly Springs an?‘ée;ﬁ;?& 1(‘:0;;15 0

Rex Mai?fiampus - Raleigh | ?{ﬁ&éﬁ}i} gog%eograﬂ
WakeMed i Cary éi(i(})’i\i}lgazr;;;rm Rd.

In the 2007 Forsyth County Acute Care Bed Review, the Analyst compared the
applicants in this manner and found that “because both applicants propose to locate the
additional acute care beds at their existing hospitals in Forsyth County, the two applications
are comparable with regard to geographic access.” See Forsyth County Acute Care Bed
Review Findings page 45. Please see Exhibit 11 for a relevant excerpt from these
Findings. According to this interpretation, WakeMed Cary, Duke Raleigh, and
Rex’s main campus application are comparable with regard to geographic access
given that they propose to develop the additional operating rooms at an existing
facility. Further, given the Findings in the 2008 Wake County Acute Care Beds and
Operating Rooms Review relative to geographic accessibility, Rex’s Holly Springs
application and the Novant application will expand geographic access as they both
propose to develop operating rooms in new facilities. See 2008 Wake County
Acute Care Beds and Operating Rooms Review Findings p. 200-201. Please see
Exhibit 12 for a relevant excerpt from these Findings. However, while Novant is
expanding geographic access, it is nonetheless not the most effective alternative
since the application is nonconforming with a number of review criteria and rules
as discussed in detail above. Please note that this analysis does not prevent the
Agency from approving both of Rex’s proposed projects, which as noted in its
applications, are complementary.

Access to Underserved

The Department of Health and Human Resources has recognized the need to
ensure access to health care in as equitable a manner as possible. See, e.g., N.C.
GEN. STAT. §§ 131E-175(3), (3a) and 131E-183(a)(3), (13). The following table
illustrates each applicant’s projected percentages of surgical cases to be provided to
Medicaid and Medicare recipients in the second year of operation following
completion of the project.

| Medicare as Percent Medicaid as Percent af Government Payors as
. of Total Cases | - Total Cases ~Percent of Total Cases
DukeRaleigh | 4047% | 263% | 4310%
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Novant | siess | oum | 4000% |
Rex Main OR | 211% | 3.27% B 3538% |
Rex Holly Springs | 28.40% | 3.43% | 31.83% ]
WakeMed Cary | 2623% | 4.96% ] 31.19% |

Sources: Surgery Form D for each applicant.

As shown in the table above, Rex’s applications project the third and fourth
highest Medicare and Medicaid recipients as a percent of total. However, the
first and second highest ranked applications, Duke Raleigh and Novant,
respectively, provide unreasonable payor mix assumptions as discussed in detail
above. In particular, Duke Raleigh provides inconsistent data regarding its
projected payor mix in Section VI.15 and Form D; Rex has provided its Form D
data above as it is tied directly to other case and financial data. In addition, the
utilization projections provided by Duke Raleigh, Novant, and WakeMed Cary
are unreliable as also discussed in detail above. Therefore with regard to access
to the underserved, Rex is the most effective alternative.

Demonstration of Need

Not only did WakeMed Cary, Duke Raleigh, and Novant fail to adequately
demonstrate the need the population projected to be served has for their
respective proposals, see Criterion 3 for discussion, but also, the applications
submitted by Rex demonstrate a greater need for and are more effective in
addressing the need for additional operating rooms than the proposals by
WakeMed Cary, Duke Raleigh, and Novant. As noted in its concurrently filed
applications, population growth and Rex’s current surgical volumes support the
development of one operating room at Rex’s main campus and two operating
rooms in Holly Springs—a submarket without local access to surgical services.
Rex has not been able to address the Holly Springs submarket—and more
generally southern Wake County —in the past because it has been operating over
capacity and therefore has been unable to shift existing capacity; however, given
the opportunity to develop new operating rooms as identified in the 2010 SMFP,
Rex is now able to address that need.

Coordination with Existing Health Care System

Rex is an existing tertiary care hospital with well established relationships with
physicians and area health care providers. WakeMed Cary is an existing facility
with established relationships with physicians and area health care providers.
Duke Raleigh is an existing facility with established relationships with
physicians and area health care providers. Novant's Holly Springs Surgery
Center is a proposed new ambulatory surgery center without established
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relationships with physicians and area health care providers. Further, Novant
failed to demonstrate that its proposed surgery center will be coordinated with
the existing health care system. See Criterion 8 for further discussion. Therefore,
with regard to coordination with the existing health care system, Rex, WakeMed
Cary, and Duke Raleigh are the more effective alternatives.

Revenue

The following table compares the applicants’ gross revenue per surgical case in
project year 3.

Gross Revenue | Surgical Cases Gross Revenue/Surgical Case

l | | |
Novant | $9312,708 | 3,310 | $2,814 |
Rex Holly Springs | . $25491,151 | 2,164 | $11,780 |
Rex Total | $357,989,285 | 23,165 | $15,454 [
Rex Main Campus | $332,498,134 | 21,001 1 $15,833 1
WakeMed Cary | $231,544,525 | 12,112 | $19,117 |
Duke Raleigh | $151,243572 | 4,373 1 $34,586 |

Source: Surgery Form D for each applicant.

The following table compares the applicants’ net revenue per surgical case in
project year 3.

] Net Revenue Surgical Cases Net Reventie/Surgical Case |

| |
Novant | $4694324 | 3310 | $1418 |
Rex Holly Springs | $9,726,487 | 2164 | $4,495 |
RexTotal | $132,239,745 | 23,165 | " $5,709 i
Rex Main Campus | $122,513258 | 21,001 | $5,834 |
WakeMed Cary | $72,616063 | = 12112 | $5,995 i
Duke Raleigh | 42017451 | 4,373 | $9,608 |

Source: Surgery Form E for each applicant.

As the table above demonstrates, of the applicants, Rex projects to have the
second and third lowest gross and net revenue per case. While Novant projects
the lowest gross and net revenue per case, it does not provide supporting
documentation for its financial assumptions in order to demonstrate that they are
based on reasonable assumptions. As stated above, Novant failed to document
the facilities or CON applications on which its financial assumptions are based.
This documentation is essential because the revenue and expenses associated with
surgical cases varies significantly based on the type of procedure that is being
performed. Novant will only provide certain surgical specialties which may not be
comparable with the facilities used to develop its financial statements. Moreover,
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as noted above, Novant states in its response to 10A NCAC 14C 2102 (b) (8) that
“utilization of the multi-specialty surgery center will be comparable to existing
multi-specialty centers in North Carolina and will include procedures in the
following specialties: general surgery; orthopaedics; spine surgery; neurosurgery;
ENT; and urology.” See Novant’s application p. 21. However, Novant fails to
provide any support from otolaryngologists or urologists. Moreover, this response
is inconsistent with Novant’s response to 10A NCAC 14C .2102(a), in which
Novant noted that, based on physician letters of support, the following specialties
will be offered: general surgery, neurosurgery, orthopaedics, and spine surgery.
See Novant’s application p. 18. Given that Novant’s projected charges are based on
ENT and urology services which will not be offered at its proposed facility, its
financial projections are not based on reasonable assumptions. In addition,
Novant’s lower charges rely on the assumption that it will operate as a freestanding
ambulatory surgery center. However, Novant refers repeatedly in its application to
its efforts to develop a community hospital in Holly Springs. Given the
opportunity to add beds to its proposed facility, Novant would do so. As a result,
Novant’s charges and expenses would increase and be more comparable to other
hospital-based facilities.

Operating Expenses

The following table compares the applicants’ operating expenses per surgical
case in project year 3.

. ) i . .

t Operating | Surgical Cases Operating Expenses/Surgical
| Expenses | Case |
Novant | $3900618 | 3310 | $1,178 ]
Rex Holly Springs | $5924465 | 2,164 } . $2738 ]
"RexTotal | 891,222,825 | 23,165 | $3,938 |
Rex Main Campus | $85298360 | 21,001 %4062 ;
WakeMed Cary | $62,256,004 | 12,112 1 $5,140 ) |
_Duke Raleigh ...N,W,‘,_I‘,,,,“_‘$26f770r192 i 4,373 f _$6,122 !

As shown in the table above, Novant projects the lowest operating expense per
surgical case. However, as noted above, Novant fails to provide supporting
documentation to support its financial statements. In addition, Novant will
develop inpatient beds at the proposed facility given the opportunity which
would increase expenses per case.

Documentation of Physician Support

Rex maintains that documentation of support from Wake County physicians
should be considered an important factor in this review, much like the 2008
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Wake County Acute Care Beds and Operating Rooms Competitive Review. Of
the applicants, Rex is the only one to provide adequate documentation of
physician support necessary to justify it projections. In particular, Rex’s surgical
utilization projections for its system as a whole rely only on historical growth
rates, CON approved shifts, and cases added only by Rex-employed surgeons (as
noted in their letters of support). In Exhibits 6 and 12 of its applications, Rex
provided letters from 53 Wake County surgeons expressing their support for
Rex’s proposed projects. In Exhibit 35, WakeMed Cary provided letters from 47
Wake County surgeons expressing their support for WakeMed Cary’s
proposal —of these letters, 46 constitute unique letters of support. In Exhibit V.3,,
Duke Raleigh provided letters from 20 Wake County surgeons expressing their
support for Duke Raleigh’s proposal. In Exhibit 3, Novant provided letters from
seven Wake County surgeons expressing their support for Novant’s proposal —
of these letters, six constitute unique letters of support. Therefore, with regard to
documentation of physician support from Wake County surgeons, Rex’s
proposals are the most effective, while Novant is the least effective alternative.

SUMMARY

In summary, based on both its comparative analysis and the comments on the
competing applications, as well as the analysis presented in its application, Rex
Hospital believes that its applications represent the most effective alternative for
meeting the need identified in the 2010 SMFP for three additional operating
rooms in Wake County.
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3/29/2010 WakeMed News Releases.

Current Releases

WakeMed Partners with Surgical Care Affiliates to Enhance Ambulatory Surgery
Program

RALEIGH, N.C. (March 24, 2010) — WakeMed Health & Hospitals and Surgical Care Afﬁliates (SCA) will enterinto a fofmal
agreement on March 31, 2010 to further enhance existing ambulatory surgery services throughout the WakeMed system.

WakeMed and SCA have been exploring a formal relationship for nearly 16 months as part of the long-term WakeMed Cary
Hospital and overall WakeMed ambulatory strategy. The goal of this new partnership is to grow WakeMed's outpatient
surgery business by providing WakeMed's surgical patients and physicians with outstanding senice, including greater
efficiencies, consistent practices across the system, and increased capacity for outpatient surgery throughout Wake County.

The first part of the SCA agreement involves WakeMed purchasing a controlling interest in the general partnership that
operates the Blue Ridge Surgery Center located on Lake Boone Trail in Raleigh. The Blue Ridge Surgery Center is
managed by SCA and features sixoperating rooms and one procedure room, and includes 41 physician partners and over
100 physicians who perform surgeries in numerous specialties, including Orthopaedics, ENT/Otolaryngology, Podiatry,
Ophthalmology and more. The facility will now be jointly owned by WakeMed, these physician partners and SCA. This
purchase provides WakeMed with significant gains in the Wake County ambulatory surgery market share and new
opportunities for long-term growth.

The second part of this new relationship includes a management senvices agreement with SCA. Specifically, SCAwill begin
. managing surgical services operations for WakeMed Cary Hospital and WakeMed North Healthplex Day Surgery program.
SCAhas a long track record of managing and operating successful surgery programs. While WakeMed has significant
experience in inpatient surgery operations, SCA brings even more efficiencies and experience in the operation of outpatient
surgery centers. '

Cary Hospital Management Agreement:

Effective May 17,2010, 142 WakeMed Cary Hospital Surgical Services employees will transition to working directly for SCA
In fiscal year 2009, WakeMed Cary Hospital performed a total of 14,006 surgeries,11,342.of which were outpatient. This
partnership is expected to provide WakeMed with even greater opportunities for efficiencies and |mproved sernvices and
satisfaction for our customers.

North Healthplex Management Agreement:

At North Healthplex, Surgical Services employees will continue to work for WakeMed, with the exception of the manager. The
reason North Healthplexemployees will not work directly for SCAis because North Healthplexis not a stand-alone hospital,
butis legally considered an extension of the Raleigh Campus. In fiscal year 2009, North Healthplexperformed 4,438
surgeries, all of which were outpatient. The WakeMed Raleigh Campus surgical senvices are not impacted by this
agreement.

“Partnering with Surgical Care Affiliates supports WakeMed's long-term ambulatory growth strategy and will help us to
continue to meet the outpatient surgery needs of this community,” explains Dr. Bill Atkinson, president & CEO. "With the
purchase of Blue Ridge and the management senices agreement, we are well positioned for volume growth in our
ambulatory surgery program while further enhancing the senice we provide to our surgical patients and physician partners.”

“We are honored to be selected to enter into this relationship with the WakeMed system”, said Andrew Hayek, president and
'CEO of Surgical Care Affiliates. Surgical Care Affiliates’ commitment is to bring the best practices from our surgical facility
operations across the country to the WakeMed system. We believe that this relationship will enhance WakeMed’s position
as the premier health system in Raleigh and fuither position Surgical Care Aﬁ'hates as the partner of choice for health
systems and physicians in providing surgical services.

About Surgical Care Affiliates

Surgical Care Affiliates is committed to being the partner of choice for physicians, hospitals, and health systems in
delivering high quality surgical services. SCA’s centers operate with outstanding clinical outcomes and patient satisfaction.
SCAoperates 124 ambulatory surgery centers and surgical hospitals across the country with approximately 4,000 full time
teammates and approximately 2,000 physician partners across the country. For more information on SCA, visit
www.scasurgery.com.

http://www.wakemed.org/blank.cfm?pr... 1/2




3/29/2010 WakeMed News Releases
About WakeMed Health & Hospitals
WakeMed Health & Hospitals, one of the first hospital systems in the country, is a private, not-for-profit health care
organization based in Raleigh, N.C. The 870-bed system comprises a network of health care facilities throughout Wake and
Johnston Counties, including: a Level | Trauma Center and tertiary referral hospital and rehabilitation hospital in Raleigh, a
community hospital in Cary, comprehensive outpatient centers and freestanding emergency departments in North Raleigh
and Apex, seven outpatient rehabilitation sites, two skilled-nursing and outpatient facilities, a 100+-physician multispecialty ~
practice, and home health senvices. The system includes accredited Chest Pain Centers and Joint Commission-certified
Stroke Centers. Throughout the system, there are an additional 60 beds under construction and 41 newly approved by the
state. WakeMed also provides management services for Betsy Johnson Regional Hospital in Dunn, NC. Centers of
excellence include cardiac and vascular care, women's and children’s services, physical rehab, emergency and trauma,
orthopaedics, neurosciences, home care and numerous wellness and community outreach programs. WakeMed's team of
7,750 employees, including but not limited to nurses, technologists and medical support staff, 1,000 volunteers and more
than 1,000 affiliated physicians serve the residents of North Carolina using the most advanced technologies and facilities to
ensure the finest in health care.

http://www.wakemed.org/blank.cfm?pr... ' 2/2
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, AImpact of Inconsistent Market Data - Detailed Tables

WakeMed Cary provides inconsistent and aggressive data for the number of
surgery cases performed at WakeMed locations, particularly WakeMed Raleigh
when compared to the WakeMed 2009 application.

On page 48 of its application, WakeMed Cary provides 2008 market share by
county by location:
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When the market share percentages by location shown in the table above are
applied to the total surgery cases by county, the following cases by county are
determined to have been provided by WakeMed by location according to
WakeMed Cary’s proposed project:

FFY 2008 WakeMed Raléigh Surgery Cases by County
Per WakeMed Cary Application
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The utilization calculated above is summarized in the following table: -

FFY 2008 Cases by County for Each WakeMed Location

Per WakeMed Cary Application
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By comparison, the WakeMed 2009 application provides similar data which is
inconsistent with the WakeMed Cary data.

On page 54 of the WakeMed 2009 application, the following market share data
are presented:

* Table .17 FY 2008 WakeMed Percent of Total Surgery Cases *
For Each County for Each Active WakeMed Surgery Location
FY 2008 % Cases by WM Facllity by County
Counties WakeMed WM Cary WM North

Wake 12.1% 8.7% 3.4%
Durham 0.4% . 0.3% ) 0.3%
Cumbertand 0.5% ) 0.2% 0.0%
Johnston 8.3% 3.2% ] 1.4%

| Wayne 1.2% 0.2% 0.1%
Nash . 2.5% 0.3% 0.4%
Harnett 5.4% 5.4% 02%
Wilson 1.8% 0.1% 0%
Lee . 1.1% 2.0% 0.1%
Sampson 2.9% 2.8% 0.1%
Halifax ) 1.3% 0.0% 01%
Granville 2.3% 0.2% 0.5%
Frankiin "10.1% 1.0% 8.1%
Vance 1.3% 0.2% 0.6%
Dupfin 0.8% 1.2% 0.0%
Chatham 0.5% 1.8% ~ 04%

* All IP & OP surgeries included except C-sectians and IP cardiac surgery. See pages 47 & 59 for further information,

When the market share percentages by location provided in the WakeMed 2009
application are applied to the total surgery cases by county provided in that
same application, the following cases by county are determined to have been
provided by WakeMed by location according to the WakeMed 2009 application:

FFY 2008 WakeMed Raleigh Surgery Cases by County
Per WakeMed 2009 Application
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Duhem | o | oax | s |
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;. Vance t 5,103 l 1.3% ' 66 | ]
, Chatham } 4,97& ' 0.5% | 25 t:
Duplin | a4 | 08% | 35 |
TOTAL | 22486 | | 12878 |

FFY 2008 WakeMed Cary Surgery Cases by County
_ Per WakeMed 2009 Application
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FFY 2008 WakeMed North Surgery Cases by County
Per WakeMed 2009 Application

Wake | 7rse0 | sa% | 2638 |
Durham | w7z | 3% | w1 |
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Thé utilization calculated above is summarized in the following table:

FFY 2008 Cases by County for Each WakeMed Location
Per WakeMed 2009 Applicati

 Wake | 9388 |  emo | 263 |
Durham 1 08 | s | &1 |

Cumbetland l 122 | } : 49 l 0 l
* Johnston l 1,129‘ } 435 ' 150 l
Wayne | 137 | 23 | 11 |
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A comparison between the cases by location for the WakeMed Cary application
and the cases by location for the WakeMed 2009 application reveals that the data
provided for in each application are significantly different. '

FFY 2008 Total Cases for Each WakeMed Location
Comparison Between WakeMed Applications

WakeMed Cary

Application 14,703 8,443 3,276 , 26,422
WakeMed 2009 12,878 8,413 3,338 24,630
- Application
; WakeMed Cary
minus WakeMed 1,825 29 (62) 1,792
2009 Application

As shown, under the proposed project, WakeMed Cary states that the WakeMed
system provided 1,792 more cases in 2008 than were stated in the WakeMed 2009
application. Most significantly, the WakeMed Raleigh campus is shown to have
provided 1,825 more cases. Again, this data is for the same time period and uses
the same surgical case definition according to each application, and WakeMed
Cary provides no explanation for the discrepancy.

~ When the differences between the WakeMed Raleigh campus volumes are
examined by county, they are even more revealing in the degree of dlscrepancy

between the applications.




FFY 2008 Cases by County for WakeMed Raleigh Location
Comparison Between WakeMed Applications

Wake | 995 | 938 | 587 |
Du_fham [ 109 lz 108 l 0 I
- Cumberland I 123 ] , .122_ : [ 1 |
Johnston | 182 | 1120 | 252 |
Wayne [ 30 | 137 | 172 |
Nash | 365 | 240 | 125 ]
Harnett l 674 f L 513 | 161 |
_ Wilson | 22 | 182 | 140 |
— S N T
Sampson = | 361 | 79 | 182 |
Halifax | 145 | 78 ‘ 67 |
~ Granville I 144 i 138 I 6 ‘
Franklin ! 580 | 511 | 78 }
Vance l 72 l 66 ‘ 5 I
Chatham ] 30 1 25 | 5 |
 Duplin ] 69 ) 35 | 33 |
TOTAL | 1a703 | 128 | 185 |

As shown, the two applications provide different volumes for 15 of the 16
counties. The differences by county for the WakeMed Raleigh location can also
be compared to the differences in total cases by county, as calculated above.

FFY 2008 Cases by County for WakeMed Raleigh Location
Comparison Between WakeMed Applications

Wake | 587 | o3|
" Durham ' ] , 0 ] 66 I
Cumberland | A ] ‘ 1 | l B 173 ‘ ' l'




252

‘ ]oﬁnston lf ' | J 212 I
i Wayne ’ k 172' , J; 8 7 |
Nash ] 125 I 13 |
Harnett | 161 ] 129 |
~ Wilson 1 40 | 31 |
Lee | 9 [ 200 ]
Sampson l 182 ‘ (149) | ]
Halifax N 67 | 18 {
Granville ! 6 ‘ 14 l:
Franklin } 78 | 15 |
Vance ! 5 } 10 l
Chatham ] 5 | 68 l
Duplin ] 33 { (118). [
TOTAL 1 1,825 | 1,033 ]

This table demonstrates that in many instances, the difference in the number of
cases shown for a particular county between the two WakeMed applications is
exceeded by the difference in the number of cases shown to be treated at the
WakeMed Raleigh location between the two applications. For example, in Wake
County, the WakeMed Cary application shows 343 more total cases than the
WakeMed 2009 application and the WakeMed Cary application shows that
WakeMed Raleigh treated 587 more patients in Wake County than the WakeMed
2009 application. In such instances, it appears as though WakeMed Cary has not
only added more cases than the WakeMed 2009 application, but that it has also
reassigned cases from non-WakeMed providers to WakeMed Raleigh.

The global impact of these inconsistencies is best seen by comparing the total
projected deficit for the WakeMed System in each application. In the WakeMed
2009 application on page 69, the WakeMed System is projected to have a deficit
of 2.8 operating rooms in FFY 2013. By comparison, the WakeMed Cary
application projects that the WakeMed System will have a deficit of 4.4 operating
rooms in FFY 2013,

Comparison of FFY 2013 WakeMed System Operating Room Need
Between WakeMed Cary and WakeMed 2009 Applications

~ WakeMed Cary Applicatioﬁ l 10,691 | ] 26,482
WakeMed 2009 Application | 9960 | 26,049




Difference .~ | 71 | e8| 11 | 16 |
PercentDifference | 73% | 1% | 32% | sraw |
Source: Page 69 of the WakeMed Cary applicaﬁon and page 70 of the WakeMed 2009 apphcatlon o

As such, WakeMed Cary’s application, which uses the same methodology and
the same base year data as the WakeMed 2009 application, shows a need for 1.6
more operating rooms in FFY 2013 based on 1,164 more projected cases, or 3.2
percent more cases. »
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(5)

a detailed description of and documentation to support the assumptions
and methodology used in the development of the prOJectlons required by
this Rule;

WakeMed Raleigh Surgery Center
Operating Room Need Methodology, Assumptions and Projections

Comparison of Major Sources of Surgery Data

To project operating room need for the proposed project, a number of
publicly-available sources of data may be used to develop total surgical case
volumes in a service area, to calculate use rates for the service area
population, and to project surgical case volume over time. Each data source
is self-reported, and has unique characteristics.

License Renewal Applications

Licensed providers of hospital-based surgery and freestanding ambulatory
surgery must submit an annual License Renewal Application to the NC
Division of Health Service Regulation (DHSR). The application summarizes

- each provider’s surgery cases by type of procedure (inpatient or outpatient),

type of operating room, service line, payor mix, and county of origin for the
most recent fiscal year. DHSR uses information provided in the License
Renewal Applications to develop the annual State Medical Facilities Plan,
which uses historic data to determine future allocations of health care
resources.

Data in the License Renewal Applications are generally entered by hand onto
the form, and is subject to data definition and data precision accuracy
variance between facilities. Further, individual facility applicants do not

‘consistently adhere to the Application instructions from year to year. One

kind of the apparent variances may be observed by comparing a hospital’s
surgical. counts over successive years in the Surgical Cases by Specialty table.
In addition, each hospital reports “Procedure Cases” but there is no standard
definition of procedure. Some cases may be reported as a “surgery” in one
facnllty and a “procedure” in another. :

“Aside from trending annual data and comparing data among providers, the

information contained in the License Renewal Applications is static and

~cannot be “drilled-down” to obtain further detail. Corrections to the data

are generally only updated annually. Until the 2006 Application (FY 2005
data), surgical and endoscopy cases were combined in the patient origin
tables, which limits historical analysis.
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Using License Renewal Application data for FYs 2005-2008, WakeMed

calculated the surgery use rates for Wake County residents. The Licensure

Renewal data includes hospital inpatients and outpatients, as well as licensed
ambulatory surgery center and patient origin data for Wake County,
regardless of provider. The use rates indicated by this data source are as

follows:

Tabie l1.6

Walke County Surgery Use Rates, FYs 2005-2008
Using Data Obtained from Annual License Renewal Applications

All Surgical Cases, Including Cases Performed in C-Section Rooms, Dedicated Open
Heart Operating Rooms, and Procedure Rooms
Population from North Carolina Office of State Budget and Management (OSBM)

(OSBM published updates for all years 4/24/09) '

FY2005 | FY2006 | FY2007 | FY2008

Total Surgery Cases from License Apps. 67,269 66,242 | 69,125 | 75,188
‘Total Wake County Population 756,873 | 791,087 | ‘829,418 | 864,582

| Total Surgery Use Rate Per 1000 Pop. 88.88 83.74 83.34 86.96

The most conspicuous element in the table above is the apparent declining
surgery use rate per 1000 population from 2005 through 2007, followed by
an unexpected substantial increase in 2008. As indicated earlier, this jump in
2008 may be related to year-to-year changes in how Wake County hospitals
report procedure room cases.

Across the United States, one of the major reasons the surgery utilization

rates have been increasing is the growth in the “Baby Boomer” age cohort®,

~ defined as those with birth years 1946 through 1964. The earliest Baby

Boomers will not reach age 65 until 2011. However, as they age through
their fifties and into their early sixties, they are already pushing up the
overall demand for healthcare services. One would not expect the indicated

“declining surgery use rate from 2005 to 2007, nor would one expect the

inconsistent sudden reversal indicated in the jump in the surgery use rate
from 2007 to 2008. '

Because of the issues described above, the data in the License Renewal
Applications are not considered reliable for purposes of assessing market
utilization rates and market demand trends. '

® Business Wire, Apvril 27, 2009, “Surgical Procedures Performed in the United States is Increasing, Most Taking
Place at Outpatient or Freestanding Healthcare Facilities, According to a New Report from Medtech insight,
Windhover Information.
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Thomson Reuters Databases | | \

Providers of licensed surgical services are also mandated to submit their ‘
patient-level detail to Thomson Reuters (Thomson), for inclusion in either the

North Carolina Inpatient Data System or North Carolina Ambulatory Surgery
Data System, as appropriate. Thomson receives each provider’s surgery data
electronically in a standard ASCII format, and processes the data to eliminate
records with incomplete or invalid information. The resulting product, which
is updated quarterly, may be analyzed using database management software
applications such as Microsoft Access or Crystal Reports. Because
information is provided at the patient level, more detailed analysis is
possible. Comparisons and trends can be performed consistently among
providers, and over time._Errors and inconsistencies can be addressed with
quarterly data updates. Data may be cross-referenced by facility, patient
county, DRG, primary procedure code, surgical specialty, and other variables.
However, the Thomson data does not identify the type of operating room ‘
used, nor the number of surgeries performed on a patient.

WakeMed calculated the Wake County surgery use rates for-FYs 2004-2008,
using the combined inpatient and outpatient surgical case data obtained
from the Thomson databases. In order to make consistent comparisons of
surgical volume over time, certain cases, which are generally not performed
in surgical operating rooms, were excluded across all providers, as follows:
endoscopy cases, cardiac catheterization, cardiac angioplasty procedures,
and other non-surgical procedures, such as endovascular. However, C-
section cases and all inpatient cardiac surgery cases (including open heart
cases) were included in this selection to facilitate, as much as these data
sources allow, an “apples-to-apples” comparison between the two data
sources, License Renewal Applications and the Thomson market databases.
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Table IL.7

Surgical Cases Performed on Wake County Residents,
With Use Rates, 2004-2008
All Surgical Cases, Including C-Section Cases and Open Heart Cases
(Also includes procedure room cases to the extent reported to Thomson hy facilities)
Source: Thomson Inpatient and Ambulatory Surgery Databases

Populatlon from North Carolina Office of State Budget and Management (OSBM)
(0SBM published updates for all years 4/24/09)

FY 2004 | FY 2005 FY 2006 FY 2007 | FY 2008
Total Wake County Populatio_n | 724,865 | 756,873 791,087 | 829,418 864,582
Inpatient Cases 17,392 18,206 19,918 19,916 | 20,241
Outpatient Cases 49,675 51,929 54,560 60,706 | 63,049
Total Cases 67,067 70,135 74,478 80,622 | 83,290
Tot Surgery Use Rate Per 1000 Pop. 92.52 92.66 94.15 97.20 96.34

Note: Endoscopy cases, cardiac catheterization/cardiac angioplasty, and endovascular

cases were excluded

One initial comparative observation is that the Thomson data reports a
higher number of total surgical cases for Wake County as compared to the
dataset compiled from statewide Hospital License Applications. This is partly
explained because Thomson outpatient criteria for selecting patient records
for submission to the Thomson database specifies procedure codes but not
focation of the procedure. Therefore, it is likely that some portion of these
outpatient procedure cases were performed in settings other than licensed

operating rooms.

However, a larger proportion of the differences between the two data
sources for Wake County surgery cases may be explained by the differences
in County geographic boundaries vs. Zip Code boundaries. The Thomson
database wholly assigns patients to counties based on the patients’ Zip
Codes, even in situations where Zip Codes cross county boundaries. For
example, a patient who resides in Johnston County but in the Garner Zip
Code will be assigned to Wake County, because the majority of the Garner

Zip Code is contained in Wake County. This practice has a particularly

substantial impact for Wake County. The overlap of Zip Codes and counties
is ev1dent on the following map.
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27213 L_\[Q
boroygh -

27705
Dugham .

All patients from the eight Zip Codes in the foliowing table are all assigned to
‘Wake County on the Thomson database, even though a significant number of
them actually may be residents of an adjacent county.

Table [1.8
Selected Boundary Zip Codes Assigned to
Wake County
27502  Apex 27523 Apex
27529 Garner 27562 New Hill
‘27587 Wake Forest 27591 Wendell
27592 Willow Spring | 27597 Zebulon

If the proposed project’s service area was only Wake County, this boundary
issue could significantly skew a need/demand analysis. However, as will be
shown, the need/demand assessment for the proposed project is predicated
on a 16-county geographic area. The Zip Code/county boundary issue
becomes insignificant when the multiple counties are aggregated for the
need/demand analysis.

Unlike the License Renewal Application, the Thomson data indicates that
surgery use rates grew in Wake County across the years FY 2004 through FY
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2007. Conversely, while FY 2008 Wake County case volumes grew, the FY

12008 use rate declined by 0.9%. This FY 2008 moderation in demand for

surgeries is consistent with the onset of the economic recession, and
healthcare industry news articles which are reporting a decline in the
demand for surgeries, particularly elective surgeries’. By comparison, the
License Renewal Application data suggest a sharp increase in the FY 2008
surgery use rate for Wake County.

Conclusion

For the reasons stated, the Thomson market database clearly presents a
more rational and reasonably expected pattern of growth for the Wake
County surgery use rates. Further, the Thomson databases provide much

- greater versatility for analysis because of the levels of detail of the
information they contain. Therefore, WakeMed opted to use the Thomson

databases for projecting the surgery use rates for each of the WakeMed
market counties in the Operating Room Need Methodology that follows.

Operating Room Need Methodology

Step 1: For FY 2008, the most recent year for which market data is available,
identify the group of counties that reasonably reflects the functional
geographic area for inpatient and outpatient surgery patients’
counties of origin as served by WakeMed System’s three currently
active surgery service locations: WakeMed Raleigh Campus, Cary
Hospital and the WakeMed North Healthplex.

Step 2: For counties identified in Step 1, select inpatient and outpatient
surgery cases for all providers from the Thomson market database
for the five years FY 2004 to FY 2008, excluding those surgeries
typically performed in the specialized operating room categories of
Cesarean-sections and open hearts. ’

Step 3: For each of the counties identified in Step 1, obtain the most recent
' total population estimates and projections for the years 2004
through 2012 from the North Carolina Office of State Budget and
Madnagement (OSBM).

7 Business Wire, April 27, 2009, “Surgical Procedures Performed in the United States is Increasing, Most Taking
Place at Outpatient or Freestanding Healthcare Facilities, According to a New Report from Medtech Insight,
Windhover information.
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Step 4: Calculate surgery use rates per 1,000 population for each of the
counties identified in Step 1 for each of the historical years FY 2004
through FY 2008. |

Step 5: Using linear regression, project surgery use rates per 1,000
population for each of the counties identified in Step 1 for the FYs
2009 through 2013.

Step 6: For the identified counties, apply the projected surgery usé rates to
the projected OSBM population counts and project the total
surgeries by year by county for the FYs 2009 through 2013.

Step 7: For each county, calculate the FY 2008 percent of cases for each of
WakeMed'’s three surgery service locations.

Step 8: For each of the three WakeMed surgery locations (and also for the
proposed Raleigh Surgery Center location beginning in FY 2011)
project the percent of surgery cases from each county for the FYs
2009 through 2012.

Step 9: Using the percentages developed in Step 8, calculate the projected
surgery cases by county for each of the current three WakeMed
surgery locations for the interim FYs of 2009 and 2010, and do the
same beginning in FY 2011 (the first year of operations for the
proposed project) for each of the then four WakeMed surgery
locations for the first three years of the proposed project, FY 2011,
FY 2012 and FY 2013.

Step 10: Summarize the total ’surgery cases by projected year for each of the
four WakeMed surgery locations (three current locations plus the
new proposed location, the WakeMed Raleigh Surgery Center).

Step 11: Apply the FY 2008 inpatient/outpatient splits to the projected
volumes for each of the three current WakeMed surgery locations
for the two interim years, and then (with adjustments to WakeMed
Raleigh Campus to reflect the outpatient shift to the proposed ASC
project beginning in FY 2011) apply the projected splits for each of
the four WakeMed surgery locations for the first three years of
operations.’

Data Sourcés Used for the Operating Room Need Methodology:

Surgery Thomson’s inpatient and outpatient databases for the years FY
patient case . | 2004 through FY 2008

data ,

County North Carolina Office of State Budget and Management (OSBM)
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:population http://www.osbm.state.nc.us/ncosbmlfacts__and__ﬂgufeslsocioeconomic_d
data ata/population_estimates/demog/countytotals_2000_2009.htmi B
Accessed website on 5/26/2009

Step 1: For FY 2008, the most recent year for which market data available,
identify the group of counties that reasonably reflect the functional -
geographic area for inpatient and outpatient surgery patients’
counties of origin as served by WakeMed System’s three currently
active surgery service locations: WakeMed Raleigh Campus, Cary
Hospital and the WakeMed North Healthplex

As a major North Carolina healthcare system, WakeMed provides an
extensive range of tertiary level services, such as a major Heart Center, a
Level I Trauma Center, pediatric specialty medicine and surgical services,

" neonatal intensive care services, inpatient and outpatient rehabilitation
services, neurosurgery and neuroscience services, and orthopedics surgery
specialties. Further, WakeMed owns and operates one of North Carolina’s
largest patient transport services, including a fleet of critical care ground
transport units and an air ambulance. Because of this range of tertiary
services, WakeMed provide services to patients in significant numbers from
many of North Carolina’s counties.

The following table rank orders the distribution of patients by county for
surgery patients served by the WakeMed System for FY 2008. The definition
of an appropriate functional geography for WakeMed’s surgery services is -
based on this distribution of patient origin by county.
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Table 1.9 FY 2008 Distribution of WakeNed System Surgery Cases by
County of Patient Origin

County # County FY 2008 Surgery Cases Cum. %

% Total

R I

17 Orange , 98 0.3% | 97.8%
18 Edgecombe 67|  0.2%| 98.0%
19 | Onslow 44|  04%| 98.1%
20 Northampton | | 42|  041%| 98.2%
21 | Moore | 4]  04%| 98.3%|
22 Robeson 40 01% | 98.4%
23 Alamance : 39 0.1% 98.5%
24 | Warren _ 37| 04%| 98.6%
25 New Hanover 34 01% | 98.7%
26 Guilford 27 0.1% | 98.8%
Other 358 | 14% |  99.9%
Total | 33,038 | 100.0%

Note: Cumulative % not at 100% due to rounding in calculations.

An analysis of this county distribution of surgery patients determined a
natural break in case volumes between the 16" and 17" ranked counties.
Accounting for 97.5% of WakeMed surgery cases, these top 16 counties were
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selected as the appropriate group of counties for purposes of assessing the
market need/demand for WakeMed surgery services. Theses 16 counties are
highlighted in the following map.
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Step 2: For counties identified in Step 1, select inpatient and outpatient
surgery cases for all providers from the Thomson market database
for the five years FY 2004 to FY 2008, excluding those surgeries

typically performed in the specialized operating room categories of
Cesarean-sections and open hearts ‘ '

In selecting the patient surgery base for this analysis, certain types of
patients were excluded from the analysis for the purpose of creating a.
market dataset that represented the kinds of patients that would be served
in the proposed ambulatory surgery center project. '

Records for the analysis dataset from the Thomson database were first
selected for patients that had an ICD-9 principal procedure code and fell
within one of the Thomson surgery Service Lines. Further selection
refinement was accomplished on this subset of patients by analyzing the
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principle procedure ICD9 codes to ensure elimination of those ICD9
procedures that would not typically be performed in an operating room, such
as endoscopy cases, skin sutures, cardiac catheterization/cardiac angioplasty,
cysto cases, and endovascular cases. ’

Lastly, certain specialized operating room type patients needed to be
excluded. Surgery outpatients are provided services in several types of
operating rooms, including hospital-based dedicated outpatient operating
rooms; hospital-based inpatient/outpatient shared operating rooms; and
dedicated ambulatory surgery center operating rooms. Because of the
shared operating rooms, most inpatient surgery cases are included in the
analysis. The dataset selection excluded surgeries that would be performed
in C-Section rooms and dedicated open heart operating rooms. These
specialized OR cases were excluded by the Thomson Service Lines of
Inpatient Cardiac Surgery and Inpatient Obstetrics.
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Table i.10 Total Market Surgery Cases by County, FY 2004 through FY 2008 *
For Selected Surgery Patients from the Thomson Market Databases
History of Selected Surgical Cases Volumes by County
Counties Pt Type FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Wake inpatient 12,697 13,256 14,690 14,481 14,576
Outpatient | 49,642 51,885 54,552 60,706 63,014
Wake Total | Total 62,339 65,141 . 69,242 75,187 77,590
Durham Inpatient | 4.839 4,705 4,781 4,769 4,846
Outpatient 18,753 16,092 18,228 20,990 22,271
Durham Total | Total 23,592 20,797 | 23,009 25,759 27,117
Cumberland - Inpatient 5,506 5,646 5,756 5,387 5515
Outpatient 16,539 17,342 17,729 18,238 18,897
Cumberland Total | Total 22,045 22,988 23,485 23,625 24 442
Johnston Inpatient 2,931 2069 [ 3131 3,286 © 3,246
" Qutpatient 8,845 9,364 9,876 10,820 10,437
Johnston Total | Total . 11,776 12,333 13,007 14,1086 13,683
Wayne Inpatient 3051| 3,037 2,938 2018 | 2,962
' Outpatient 8,305 8,197 8,346 8,166 8,479
Wayne Total | Total 11,356 11,234 11,284 11,084 11,441
Nash Inpatient 2,166 2,189 2,365 2,309 | 2,296
‘Outpatient 6,809 6,554 7,164 6,947 7,294
Nash Total | Total 8,975 8,743 9,529 9,256 9,590
Harnett Inpatient 1,996 1,961 2,046 2,022 | 2,084
Outpatient 6703 6,988 6,969 7,412 7,410
Harnett Total | Total ' 8,699 89491 9,015 9,434 9,494
Wilson ' Inpatient 1,933 1,969 2,091 2,097 2,105
Outpatient | 5,232 5,214 5,143 5,317 4,836
Wilson Total | Total 7,165 7,183 7,234 7,414 6,941
Lee Inpatient 1,380 1,442 1,363 1,400 1,408
Outpatient 4,423 4768 | = 4618 5425 5,508
Lee Total | Total 5,803 6,210 5981 | 6,825 6,916
Sampson Inpatient 1,557 1,606 [ 1,484 1,456 1,475
OQutpatient | - 4,207 3,803 3,757 3,894 4,697
Sampson Total | Total 5,854 5,409 | 5,241 5,350 6,172
Halifax inpatient - 1,672 1,678 1,689 . 1,719 1,647
Outpatient 3,351 3,757 | 3,880 4,064 4,362
Halifax Total | Total 5,023 5,435 "~ 5,569 . 5,783 6,009
Granville Inpatient 1,297 | 1,305 1,302 1,282 1,358
Qutpatient | - 3,518 3,404 3,953 4,389 4,639
Granville Total | Total 4,815 4,709 5,255 5,671 - 5,997
Franklin Inpatient 1,165 1,210 1,362 1,306 1,166
Outpatient | - 3,424 3616 | - 3,014 4270 3,896
Franklin Total | Total 4,589 4826 | - 5276 5,576 5,062
Vance _Inpatient 1,212 1,270 1,237 1,253 1,153
Outpatient 3,212 3,382 3,623 3,826 3,950
Vance Total | Total - 4,424 4,652 4,860 5,079 5,103
Duplin Inpatienit 1,211 1,193 1144 1 . 11402 1,111
‘ ‘ Outpatient 3,055 3,055 3,042 © 2,934 3,297
Duplin Total | Total . 4,266 4,248 4,186 4,036 4,408
Chatham Inpatient 869 929 949 984 . 1,016
Outpatient 2,033 | 2,759 2,835 3,728 3,055
Chatham Total | Total 3,802 3,688 3,784 4,712 4,971

* All IP & OP surgeries included except C-sections and IP cardiac surgery. See pages 47 & 59 for further information.
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Step 3: For each of the counties identified in Step 1, obtain the most recent -
total population estimates and projections for the years 2004

through 2012 from the North Carolina Office of State Budget and
Management

The population data in the following table was obtained through the web
site:
http://www.osbm.state.nc.us/ncosbm/facts_and_figures/socioeconomic da

ta/population estimates/demog/countytotals 2000 2009.html, which was
accessed 5/26/2009.

Table .11 County Popuiation Data 2004 through 2008
From North Carolina Office of State Budget and Management (OSBM)
{OSBM published updates for all years 4/24/09)
, Historical County Population Totals by FY
Counties 2004 2005 2006 2007 2008
Wake 724,865 756,873 | 791,087 829,418 864,682
Durham 238,600 242,121 247,668 253,673 260,471
Cumberland 312,236 307,281 309,980 313,156 316,945
Johnston 140,935 145,627 160,710 156,799 162,776
Wayne 114,532 114,942 114,464 114,934 115,724
Nash ) 90,156 90,901 91,630 92,677 93,999
Harnett 98,917 100,918 103,098 [ . 106,177 109,659
Wilsan 75,806 ' 76,312 76,944 77,743 78,934
Lee 53,011 54,027 55,146 56,247 57,5611
Sampson ' 62,346 63,082 63,618 64,281 65,408
Halifax ' 56,272 55,842 55,379 - 565227 55218
Granville | 52,502 53,083 53,620 55,572 56,254
Franklin 52,598 53,778 55,013 56,277 57,811
Vance 43,408 43,106 v 43,467 43,466 43 497
Duplin 51,174 51,556 52,365 . 52,866 53,442
Chatham 54,888 56,006 57,410 58,857 60,895

Step 4: Calculate surgery use-rates per 1,000 population for each of the

counties identified in Step 1 for each of the hlstorlcal years FY 2004
through FY 2008

surgery cases from Table I1.10 and the populatlon data from Table .11 to

|
|
Calculations for each county for each fiscal year were performed using the ’
produce the surgery use rates in Table I1.12. ‘

|
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Table 1112 Surgery Use Rates per 1,000 Population *

Calculated for each of the 16 Market Service Area Counties

Historical SUrgeg Use Rates per 1,000 Population
Counties | FY2004 | FY2005 | FY2006 | FY2007 | FY 2008
Wake® 86.00 86.07 87.53 90.65 89.74
Durham 98.88 85.90 92.90° 101.54 | . 104.11
Cumberland 70.60 | 74.81 75.76 75.44 77.02
Johnston 83.56 84.69 86.30 89.96 84.06
Wayne 99.15 97.74 98.58 © 96.44 98.86
Nash 99.55 96.18 103.99 99.87 102.02.
Harnett 87.94 88.68 87.44 88.85 86.58
Wilson 94.52 94.13. 94.02 95.37 87.93
Lee 109.47 114.94 108.46 121.34 120.26
Sampson 93.90 85.75 82.38 83.23 94.36
Halifax 89.26 197.33. 100.56 104.71 108.82 -
Granville” 91.55. 88.71 98.00 102.05 106.61
Franklin 87.25 89.74 95.90 99.08 87.41
Vance . 101.92 107.92 111.81 116.85 117.32
Duplin 83.36 82.40 79.94 | 76.34 82.48
Chatham 69.27 65.85 65.91 80.06 81.63

* All IP & OP surgeries included except C-sections and-IP cardiac surgery.’

See pages 47 & 59 for further information.

Step 5: Using linear regression, project surgery use rates per 1,000

population for each of the counties identified in Step 1 for the FYs
2009 - 2013

Using the historical surgery use rates per 1,000 population, WakeMed
calculated the linear trend for each of the 16 counties producung the
statistical components in the’ following table.

Table 11.13 Statistical Components for the Linéar
Regression Calculations Used to Project Surgery Case
Volumes by County for FY 2009 through FY 2013
’ " Linear Regression Statistical Components
Counties Slope Y-intercept |  Projection Formula
Wake 1,206 84.380 y=1.206x+84.38
Durham 2.610 88.836 y=2.61x+88.836
Cumberland 1.347 70.685 y=1.347x+70.685
Johnston 0.627 83.833 y=0.627x+83.833
Wayne -0.188 98.718 y=-0.188x+98.718'
Nash 0.863 97.733 y=0.863x+97.733
Harnett -0.255 88.663 y=-0.255x+88.663
Wilson 1,194 . 96.776 y=-1.194x+96.776
Leg 2.798 106.500 y=2.798x+106.5
Sampson -0.160 88.404 =-0.16x+88.404
Halifax _ 4.650 86.186 y=4.65x+86.186

8 The historical surgery use rates for Wake County in this table 11.12 exclude inpatient cardiac surgery patients and
inpatient C-sections, and will therefore be different than the Wake County surgery rates in the earlier Table I1.7

which includes these two segments for purposes of companson to Hospltal License Renewal applications.
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Granville 4.346 84.346 y=4.346x+84.346
Franklin 0.966 88.978 y=0.966x+88.978
Vance 3.973 99.245 y=3.973x+99.245
Duplin -0.782 83.250 y=-0.782x+83.25
Chatham 3.893 60.865 y=3.893x+60.865

Table .14 Projected Surgery Use Rates per 1,000 Population by
. County for FY 2009 through FY 2013 *

Projected Surgery Use Rates per 1,000 Population

Counties | FY 2009 | FY2010 | FY 2011 | FY 2012 | FY 2013

‘Wake . 91.62 92.82 94.03, 95.23 96.44
Durham 104.50 107.11 109.72 112.33 114.94 -
Cumberland 78.77 80.11 81.46 82.81 84.16
Johnston 87.60 88.22 88.85 89.48 90.10
Wayne 97.59 97.40 97.21 97.03 96.84
Nash 102.91 103.77 104.64 105.50 106.36
Harnett 87.13 | 86.88 86.62 86.37 86.11
Wilson 89.61 88.42 .87.22 86.03 84.84
Lee 123.29 126.09 128.88 |  131.68 134.48
Sampson 87.44 87.28 87.12 86.96 86.80
Halifax 114.09 118.74 123.39 128.04 132.69
Granville 110.42 114.77 119.11 123.46 127.81
Franklin 94.77 95.74 96.71 | . 97.67 98.64
Vance 123.08 127.06 | 131.03 135.00 138.98
Duplin 78.56 71.78 76.99 76.21 75.43
Chatham 84.22 88.12 92.01 95.90 99.80

* All P & OP surgeries included except C-sections and IP cardiac surgery. See pages 47 & 59 for further infarmation.

Step 6: For the identified counties, apply the projected surgery use rates to

the projected OSBM population counts and project the total

surgeries by year by county for the FYs 2009 through 2013

site:

The population data in the following table was obtained through the web

http://www.osbm.state.nc.us/ncosbm/facts and figsures/socioeconomic da

ta/population estimates/demog/c

accessed 5/26/2009.

ountytotals 2000 2009.html, which was
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The projected use rates by county by year from Table 11.14 were applied to the
projected population data by county by year from Table 11.15 to produce the
projected surgery case volumes by county for the years FY 2009 through FY
2013, which are presented in the following table.

Table 11.16 Projected Surgery Cases by County *
_ FY 2009 through FY 2013 for Selected Surgery Patients
Projected Surgery Cases
Counties FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Wake ’ 82,489 86,873 91,352 95,907 : 100,558
Durham 27,953 29,403 | 30,891 32,415 33,976
Cumberland 25197 25,913 26,614 27,299 27,967
Johnston ’ 14,789 |. 15,428 16,075 16,731 17,392
Wayne 11,351 11,372 11,383 11,387 11,383
Nash 9,793 10,007 10,224 10,441 10,661
Harnett 9,846 10,108 10,367 10,626 10,881
Wiison 7,165 7,171 7172 7172 7,169
Lee 7,238 7,554 7,875 8,204 8,539
Sampson 5,811 5,891 5,968 6,043 6,116
Halifax 6,290 6,537 6,783 7,028 7,272
Granville 6,252 6,572 6,896 7,227 7,563
Franklin 5,591 5,753 5,916 6,080 6,248
Vance 5,358 5,535 5,712° 5,889 6,067
Duplin 4, 243 4,242 4,239 4,234 4,228
Chatham 5,261 5,644 6,038 6,444 6, 864

WakeMed Raleigh Surgery Center Section |l
Table 11.15 Projected County Population Data 2009 through 2013
From North Carolina Office of State Budget and Management (OSBM)
(OSBM published updates for all years 4/24/09)
Projected County Population Totals
Counties 2009 2010 2011 2012 2013
Wake 900,342 935,933 971,522 1,007,113 |. =~ 1,042,702
Durham 267,492 274,516 281,541 288,565 295,588
Cumberland 319,883 323,472 326,718 329,663 332,310
Johnston 168,825 174,876 180,925 | 186,976 193,025
Wayne 116,314 116,760 117,100 117,355 117,549
Nash . 95,163 96,432 97,702 98,970 -100,239
Harnett 113,001 116,342 119,684 123,025 126‘,367
Wilson 79,962 81,097 82,231 83,365 84,499
Lee 58,709 59,906 61,1056 62;302 63,500
Sampson 66,461 67,493 68,503 69,492 70,460
Halifax 55,135 55,053 54,971 54,888 54,807
. Granville 56,620 57,259 57,898 58,537 59,175
Franklin 58,999 60,085 61,171 62,254 63,338
Vance 43,529 43,560 43,592 | 43,623 43,654
Duplin 54,005 54,5639 55,058 55,563 56,054 |
Chatham 62,471 64,047 | 65,624 67,199 68,775

* All IP & OP surgeries included g xcept C-sectlons and IP cardiac surgery. See pages 47 & 59 for further information.
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Step 7: For each county, calculate the FY 2008 percent of cases for each of
WakeMed’s three surgery service locations

The FY 2008 percent of WakeMed surgery cases of the total surgery cases by
county was calculated for each of WakeMed’s three active surgery service
locations. The results are provided in the following table.

Table 11.17 FY 2008 WakeMed Percent of Total Surgery Cases *
For Each County for Each Active WakeMed Surgery Location
FY 2008 % Cases by WM Facility by County
Counties - WakeMed WM Cary __WM North
Wake 12.1% 8.7% _ 3.4%
Durham 0.4% - 0.3% 0.3%
Cumberland 0.5% 0.2% 0.0%
Johnston ' 8.3% ~ 3.2% 1.1%
Wayne 1.2%_ 0.2% 0.1%
Nash : 2.5% 0.3% - 0.4%
Harnett , 5.4% 5.4% 0.2%
Wilson 1.9% 0.1%  01%
Lee 1.1% 2.0% 0.1%
_Sampson 2.9% _28% 0.1%
Halifax 1.3% 0.0% 0.1%
Granville 2.3% 0.2% 0.5%
Franklin® 10.1% 1.0% 6.1%
Vance 1.3% 0.2% 0.6%.
Duplin b 0.8% 1.2% 0.0%
Chatham . 0.5% 1.8% 0.1%

*ALIP & op surgeries included except C-sections and IP cardiac surgery. See pages 47 & 59 for further information.

Step 8: For each of the three WakeMed surgery locations (and also for the
proposed Raleigh Surgery Center location beginning in FY 2011)

project the percent of surgery cases from each county for the FYs
2009 through 2012 : '

For this projection methodology, WakeMed held constant the FY 2008
percentages of surgery cases for each county of patient origin for each
WakeMed surgical services location for the interim projection years of FY
2009 and FY 2010. For the WakeMed Cary location WakeMed continued
holding constant the FY 2008 percentage of surgery cases for the first three
years of the project, FY 2011, FY 2012 and FY 2013. For the WakeMed North
location WakeMed held its percentage constant at the FY 2008 level.
However, because WakeMed North has approved CONs to develop inpatient
beds beginning in FY 2012, WakeMed grew its percentages from 3.4% in FY
2008 to 3.6% for each of the second and third years of the proposed project,
FY 2012 and FY 2013. This was done to reflect a small humber of inpatient
surgeries (non C-sections) that will result from the new inpatients beds.
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However, for the third WakeMed surgery services location, WakeMed
Raleigh Campus, the projected percentages of surgery patients by each
county were modified to reflect the surgery volume shift from WakeMed
Raleigh Campus to the proposed WakeMed Raleigh Surgery Center that will
occur beginning in FY 2011, the first year of operations for the proposed
project. The majority of this planned shift of surgery patients will happen in
the first year of the project, with balance of the planned shift accomplished
by the end of the third year of operations.

The case volumes that are planned for this change in location are outpatient
surgery patients. For the first year’s proj'ected‘vblume for the proposed
WakeMed Raleigh Surgery Center, WakeMed estimates that approximately
90% of that FY 2011 volume will be cases that are shifted from the Raleigh
Campus operating rooms to the operating rooms at the proposed project.
Accordingly, for the WakeMed Raleigh Campus and for the proposed
WakeMed Raleigh Surgery Center, the percentages of cases for each county
of patient origin that are projected for the first three years of the proposed
project are reflective of the planned shift as described. The following table
presents for the counties of patient origin all of the percentages that will be
used to calculate the projected surgery cases for each WakeMed location.

Table 11.18 Projected Percent of Surgery Cases from Each County of Patient Origin

For Each WakeMed Surgery Location **

) ) Projected % Cases FY '09-'10 Projected % Cases FY "11-'13 Projected % Cases Raleigh ASC
- Counties WakeMed | WM Cary | WM North WakeMed WM Cary | WM North ' FY 2011 FY 2012 | FY 2013
Wake 121% | 8.7% 3.4% 8.1% 8.7% 3.6%" 5.8% 6.7% 7.3%
Durham 04% | 03%|  03%] 0.3% 0.3% 0.3% 02%.| 02% 0.3%
Cumberland 05% |  0.2% 0.0% 0.3% 0.2% 0.0% 0.2% 0.2% 0.3%
Johnston 8.3% 3.2% 1.1% 56% |  32% 1.1% | 4.0% 4.7% 5.0%
Wayne 1.2% 0.2% 0.1% 0.8% 0.2% 01% | 0.6% 0.7% 0.7%
Nash 2.5% 0.3% 04% | 1.7% 03%| 0.4% 1.2% 14% |  15%
Harnett 54% |  5.4% 02% | 36% 5.4% 02% | 26%| 3.0% 3.2%
Wilson 1.9% 0.1% 0.1% 1.3% 0.1% 0.1% 0.9% 1.1% 1.2%
Lee 1.1% 2.0% 0.1% 0.7% 2.0% 0.1% 0.5% 0.6% 0.6%
Sampson 2.9% 2.8% 0.1% 1.9% 2.8% 0.1% 1.4% 1.6% 1.7%
Halifax 13% | 0.0% 0.1% 0.9% 0.0% 0.1% 06% | 07% 0.8%
Granville 2.3% 02% |  05% 1.5% 0.2% 0.5% 1.1% 1.2% 1.4%
Franklin 10.1% 1.0% ] . 614% 6.8% 1.0% 6.1% 4.9% 5.7% 6.1%
Vance 1.3% 0.2% 06%|  09%!| - 02% 0.6% 06% | 07% 0.8%
Duplin 0.8% 1.2% 0.0% 0.5% 1.2% 0.0% 0.4% 0.4% 0.5%
Chatham 0.5% 1.8% 0.1% 0.3% 1.8% 0.1% 0.2% 0.2% 0.3%

**all 1P & OP surgeries included except C-sections and IP cardiac surgery. See pages 47 & 59 for further information.

*Note: The WakeMed North percentage for Wake County in FY 2011 will be 3.4%. For FY 2012 and FY
2013 the percentage will be 3.6% to reflect the new inpatient beds under approved CONs for North.

Step v9:' Using the percentages developed in Step 8, calculate the projected
surgery cases by county for each of the current three WakeMed
surgery locations for the interim FYs of 2009 and. 2010, and do the
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same beginning in FY 2011 (the first year of operations for the
proposed project) for each of the then four WakeMed surgery
locations for the first three years of the proposed project, FY 2011,
FY 2012 and FY 2013

WakeMed applied the percentages developed in Step 8 to the corresponding -
total projected surgery cases developed in Step 6 to project for each of
WakeMed’s current and proposed surgery service locations the numbers of
surgery cases for each patient of origin county for five years FY 2009 through
FY 2013. The results are presented in the following three tables, Tables 11.19
(a), 1.19 (b), and 11.19 (c).

Table 1 9(a) Projected Surgery Cases for Each WakeMed Surgery Location
From Each County of Patient Origin, Interim Years FY 2009 and FY 2010

, : Projected Cases FY '09 — Interim Year Projected Cases FY 10 — Interim Year

Counties WakeMed | WM Cary | WM North | Raleigh SC WakeMed | WM Cary | WM North | Raleigh SC
Wake 9,981 . 7,477 2,805 0 10,512 7,558 2,954 0]
Durham 112 84 84 0 118 88 88 0
Cumberland 126 | 50 0 0 130 52 0 0
Johnston 1,227 473 163 0 1,281 494 170 0
Wayne 136 23 1 0 136 23 1 0
Nash 245 29 39 0 250 30 40 0
Harnett 532 532 20 0 546 546 20 0
Wilson 136 7 7 0 136 7 7 0
Lee _ 80 145 7 0 83 151 8 0
Sampson 169 163 6 0 171 165 6 0
Halifax 82 0 6 0 85 0 7 0
Granville 144 13 31 0 151 13 33 0
Franklin 565 56 341 0 581 58 351 0
Vance 70 11 32 0 72 11 33 0
Duplin 34 51 0 0 34 51 0 0
Chatham 26 95 5 0 28 102 6 0

‘ Table 1.19(b) Projected Surgery Cases for Each WakeMed Surgery Location
From Each County of Patient Origin, First-and Second Years of Operations, FY 2011 and FY 2012

_ Projected Cases FY "11: 1! Year of Operations | Projected Cases FY '12; 2nd Year of Operations

Counties | WakeMed | WM Cary | WM North | Raleigh SC | WakeMed | WM Cary | WM North | Raleigh SC
Wake 7,400 7,948 3,106 5,327+ 7,768 8,344 3,453 6,441*
Durham 93 93 93 62 97 97 97 65
Cumberland - 80 53 .0 53 82 55 0.] 55
" Johnston 900 514 177 643 937 535 184 786
Wayne 91 23 11 68 91 23 1 80
Nash 174 31 .41 123 177 31 42 146
Harnett 373 560 21 270 383 574 21| 319
Wiison 93 7 7 65 93 7 7 79
Lee - 55 158 8 39 57 164 X 49
Sampson 113 167 6 84 115 169 6 97
Halifax 61 0 7 41 63 0 7 49
Granville 103 14 34 76 108 14 36 87
Franklin 402 59 361 290 413 61 371 347
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Vance 51 11 34 34 53 12 35 41
Duplin 21 _ 51 0 17 21 51 0 17
-Chatham 18 109 6| 12 19 116 6 13

* Note: Calculation rounding resulted in variances between 0.1% and 0.5% for these projected values.

Table 11.19(c) Projected Surgery Cases for Each WakeMed Surgery Location
From Each County of Patient Origin, Third Year of Operations, FY 2013
Prolected Cases FY '13: 3rd Year of Operations
Counties ‘WakeMed WM Cary WM North Raleigh ASC

Wake 8,145 8,749 3,620 7,350*
Durham 102 102 102 102
Cumberland 84 56 0 - 84
Johnston 974 557 191 870
Wayne 91 23 11 80
Nash 181. 32 43 160 |
Harnett 392 588 22 - 348
Wilson_ 93 7 7 86
Lee 60 | 171 9 51
Sampson 116 171 6 104
Halifax 65 0 7 58

{ Granville 113 15 38 106
Franklin 425 62 381 381
Vance 55 12 36 49
Duplin. 21 51 0 21
Chatham 21 124 7 21

* Note: Calculation rounding resulted in variances between 0.1% and 0.5% for these projected values.

‘Step 10: Summarize the total surgery cases by projected year for each of the
four WakeMed surgery locations (three current locations plus the
new proposed location, the WakeMed Raleigh Surgery Center)

The projected surgery case results for WakeMed’s surgery service locations
developed in Step 9 for the 16 counties of patient origin were aggregated to ’
a summary level for each WakeMed location and are presented in the
following table for the proposed project’s two interim years of FY 2009 and
FY 2010, and for the first three years of the proposed pro;ect FY 2011, FY
2012 and FY 2013.

Table 1.19(d) Projected Surgery Cases
For Each WakeMed Surgery Location

FY 2009 through FY 2013
] Projected Cases .
Year WakeMed | WM Cary | WM North | RalASC | Total
FY 2009 13,665 8,909 | 3,557 0] 26,131
FY 2010 14,314 9,349 3,734 0| 27,397
_ FY 2011 10,028 9,798 3,912 7,204 | 30,942
FY 2012 10,477 10,253 4284 | 8671 | 33,685
FY 2013 10,938 10,720 4,480 9,871 |- 36,009
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Step 11: Apply the FY 2008 inpatient/outpatient splits to the projected
volumes for each of the three current WakeMed surgery locations
for the two interim years, and then (with adjustments to WakeMed
Raleigh Campus to reflect the outpatient shift to the proposed ASC
project beginning in FY 2011) apply the projected splits for each of

' the four WakeMed surgery locations for the first three years of
operations

WakeMed calculated the percentage splits between inpatient surgeries and
outpatient surgeries for FY 2008 for each of WakeMed’s three active surgical
services locations. WakeMed then projected theses surgery cases
inpatient/outpatient splits for the two interim years and the three first years
of operations for the proposed project.

Table 11.20 Actual and Projected Percentage Splits between Inpatient/Outpatient Surgery Cases

For Each WakeMed Surgery Location, Current and Proposed

For Actual FY 2008, Projected Interim Years FY 2009-FY 2010, and
Projected First Three Years of the Proposed Project, FY 2011, FY 2012 and FY 2013

WM Raleigh WM Cary WM North WM Raleigh
Year Campus - Hospital ‘ Healthplex Surgery Center
Inpatient | Outpatient | Inpatient Outpatient | Inpatient | Outpatient lripaﬁent Outpatient
E] FY 2008 Cases 5,582 7279 | 1,769 6,617 0 3,306 NA NA
E FY 2008 IP/OP % 43.4;’@ 56.6% 21 .1.% 78.9% 0.0% 100.0% NA NA
g FY 2009 43.4% 56.6% 21.1% 78.9% 0.0% 100.0% NA NA
E FY 2010 43.4% 56.6% 21 A% 78.9% 0.0% 100.0% NA NA
% FY 2011 . 66.0% | 34.0% 21.1% 78.9% ' 0.0% 100.0% 0.0% 100%
f'.;, FY 2012 67.0% 33.0% 21.1% 78.9% 4.2% 95.8% 0.0% 100%
é FY 2013 68.0% ‘32.0% 2‘1 A% | 78.9% 5:8% 94.2% 0.0% 100% -

For WakeMed Cary Hospital the percentage splits are assumed to remain
constant across all five years, FY 2009 through FY 2013.

For WakeMed North Healthplex, an outpatient surgery center, the
percentage splits were assumed to remain constant at 100% outpatient »
surgeries for FY 2009, FY 2010 and FY 2011. However, for FY 2012 and FY
2013, WakeMed projects a small number of inpatient surgeries in the four
current operating rooms at North Healthplex: This is because of two North
Healthplex CONs for which WakeMed has received approval which will add
acute care inpatient beds for womens services beginning in FY 2013.
Therefore, the inpatient/outpatient splits change as indicated for North
Healthplex for FY 2012 and FY 2013.
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For WakeMed Raleigh Campus a large proportion of outpatient surgeries will
shift to the proposed WakeMed Raleigh Surgery Center, resultingin a
corresponding Raleigh Campus shift to a higher percent of inpatients and a
lower percent of outpatients, as indicated in the table above.

‘Since the proposed WakeMed Raleigh Surgery Center will be a dedicated

ambulatory surgery center, its surgeries patients will be 100% outpatient.

Finally, for each WakeMed surgery services location and for each year, the
inpatient/outpatient percentages from Table 11.20 were applied to the
projected surgery case volumes in Table 11.19(d) to develop the projected
inpatient and outpatient surgery volumes for each WakeMed location. The
results of these calculations are presented in the following table.

Table 11.21 Projected Inpatient and Outpatient Surgery Case Volumes
For Each WakeMed Surgery Location, Current and Proposed
“For the Projected Interim Years of FY 2009 and FY 2010, and the

Projected First Three Years of the Proposed Project of FY 2011, FY 2012 and FY 2013

WM Raleigh WM Cary " WM North WM Raleigh WakeMed

Year Campus Hospital Healthplex Surgery Center System Totals
. p Outp P Outp i [s] d Outpati _Outpati Total
£| FY2009 5931 | 7,734 1,880 | 7,029 0] 3,557 0 ol 7811 18,320 | 26,131
5 . ;
=1 FY 2010 6,212 | 8,102} 1,973 | 7,376 0| 3,734 0 o| 8,185 19,212 27,397
o FY 2011 6,618 | 3,410 2,067 | 7,731 0] 3912 0| 7,2048| 8,685]| 22,257 | 30942
¢ .
-} . g B
= | FY2012 7,020 | 3,457 2,163 | 8,090 180 | 4,104 0| 86711 9,363 24,322 | 33,685
%l : : .
=1 Fy2013 7,438 1 3,500] 2,262 | 8,458 260 | 4,220 o| 9,871 9960 26,049 | 36,009

Operating Room Methodology Assumptions:

As indicated earlier, the first step in this methodology was to develop a
database from the 16-county service area of all residents from those
counties who had a surgery at any North Carolina facility for the five year
period FY 2204 through FY 2008. However, to ensure a valid analysis, it
was important to select for inclusion in the dataset surgery patients that
were served by WakeMed’s overall compliment of operating rooms.
WakeMed has four types of operating rooms: dedicated outpatient
surgery operating rooms, shared operating rooms (used by both
inpatients and outpatients), dedicated inpatient cardiac surgery

operating rooms, and C-Section rooms for obstetrics services. The

methodology includes the surgery patients from the 16-count service
area for the first two types of operating rooms (dedicated outpatient and
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shared), and excludes the last two types of operating rooms (cardiac
surgery and C-section). Since outpatient surgery patients are served in
the dedicated outpatient and shared operating rooms, all surgery -
patients, including inpatients, needed to be included in order to ensure
that the analysis and planning factored in and accommodated all the
service area’s need for these operating. Since the other two types of
operating rooms do not serve outpatients, it was appropriate to exclude
those patients.

With the opening of the WakeMed Raleigh Surgery Center in FY 2011,
WakeMed Raleigh Campus’s percentage of Wake County surgery patients
will experience a significant drop when more than half of the outpatient
surgery cases move to the proposed WakeMed Raleigh Surgery Center.:
This transition will largely occur in FY 2011, with the full transition over
the first three years to accomplish a targeted 65% shift in outpatient

surgeries that would have been done in the Raleigh Campus operating
rooms.

In the third year of the project, following the full transition, it is projected
that 3,500 outpatient surgery cases will continue to be performed at
Raleigh Campus. This overall segment of outpatient cases is comprised of
patients having more complex procedures, patients with complications or
other specialized needs, and the outpatients of surgeon specialists whose
practices also include a major proportion of inpatient cases. These
circumstances are reflective of WakeMed Raleigh Campus’s role as a
tertiary provider of specialized surgical services.

With the opening of the proposed outpatient surgery center, WakeMed
Raleigh Campus will have a higher proportion of inpatient surgery cases
across all specialties, and a higher proportion of its total cases on
residents from outside Wake County who require the specialized services '
of a tertiary hospital. Therefore, while the volumes of surgery cases at
Raleigh Campus will grow over time, they are projected to grow at rates
that are less than the ambulatory and other non-tertiary surgery
segments.

Cary Hospital’s surgical volumes will grow along with the overall market
demand, but the percentages of total market surgery volumes are
projected to remain constant between the years 2009 to 2013.

WakeMed North’s percent of market surgeries will be stable, with a slight
added increase as a result of the CON-approved inpatient beds opening
in FY 2012. These new inpatient beds.will be oriented to provide
women’s services. A large proportion of those services will be obstetrics
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(6)

and will not utilize the four operating rooms at North. However, one of
inpatient women’s services to be offered is gynecological procedures,
and that is expected to create a moderate increase in inpatient surgical
case demand amounting to 180 cases beginning in FY 2012, and 260
cases in FY 2013,

» Over the first three years of the project, WakeMed System is projected to
experience moderate increases in the percentages of the total market
surgeries. Following the third year of the proposed project, however,
these percentages are projected to reach a stable equilibrium among the
surgical providers in the service area.

e Growth in demand for WakeMed Raleigh Campus’ tertiary services has a
produced a sustained volume of surgery cases that has reached, and
gone beyond, t‘he targeted capacity levels that ensure efficient and
effective use of operating room capacities. This circumstance at Raleigh
Campus is at the heart of the purpose for this project, and the supporting
rationale will be fully addressed in this application.

the hours of operation of the prdposed new operating rooms;

~ WakeMed Raleigh Surgery Center will operate Monday through Friday, from

6:00 a.m. to 6:00 p.m.
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ATTACHMENT - REQUIRED STATE AGENCY FINDINGS

FINDINGS
C = Conforming
CA = Conditional
NC = Nonconforming
NA = Not Applicable

DECISION DATE: | June 29, 2007

FINDINGS DATE: July 9,2007

PROJECT ANALYST: Carol L. Hutchison

CHIEF: Lee B. Hoffman

PROJECT LD. NUMBER: #F-7785-07/Lincoln Health System d/d/a CMC-Lincoln, The

Charlotte-Mecklenburg  Hospital  Authority d/b/a  Carolinas
HealthCare System, and LMC Properties/ Develop a replacement
hospital in Lincolnton on Janice Road / Lincoln County

REVIEW CRITERIA FOR NEW INSTITUTIONAL HEALTH SERVICES

G.S. 131E-183(a) The Department shall review all applications utilizing the criteria outlined in this
subsection and shall determine that an application is either consistent with or not in conflict with these
criteria before a certificate of need for the proposed project shall be issued.

(1)  The proposed project shall be consistent with applicable policies and need determinations
in the State Medical Facilities Plan, the need determination of which constitutes a
determinative limitation on the provision of any health service, health service facility,
health service facility beds, dialysis stations, ambulatory surgical operating rooms, or
home health offices that may be approved.

NC

Lincoln Health System d/b/a Carolinas Medical Center-Lincoln (CMC-Lincoln), and
co-applicants, The Charlotte-Mecklenburg Hospital Authority (CMHA) d/b/a
Carolinas HealthCare System and LMC Properties (LMC), propose to replace the
existing CMC-Lincoln hospital with a new facility, also in Lincoln County. The
applicants do not propose to add any new health services or to acquire equipment for
which there is a need determination in the 2007 SMFP.

The policy in the 2007 SMFP applicable to the review of this application is as
follows:

- POLICY AC-5: REPLACEMENT OF ACUTE CARE BED CAPACITY

Proposals for either partial or total replacement of acute care beds (i.e.,
construction of new space for existing acute care beds) shall be evaluated
against the utilization of the total number of acute care beds in the
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Thus, the applicants state they used LNRMC’s compound annual growth rate
(16.5%) that occurred during the first three years following completion of
LNRMC’s replacement hospital (1999-2002) to project the same percentage
increase in total discharges for CMC-Lincoln its first three project years. To
achieve the 16.5% CAGR annual increase in total discharges, the applicants
assume CMC-Lincoln’s medical/surgical and obstetric market shares would
increase to 55% in project year one, 65% in project year two and 69.5% in
project year three. Effectively, this is the equivalent of the applicants’
increasing the hospital’s Lincoln County market share approximately 66%
(69.5/41.8 = 66.3) from 2006 (41.8%) to 2013 (69.5%). In addition, the
applicants project total patient discharges would increase by approximately
78% (6,109/3,434 = 77.9%) between 2006 (3,434) and 2013 (6,109).

CMC-Lincoln’s assumption that its projected patient utilization will mirror
LNRMC’s experience is not reasonable for the following reasons: (1) the
growth rate is statistically unsupported by CMC-Lincoln’s experiential data;

(2) the applicants use a 1 percent increase in annual market share to project
total market discharges from FFY 2006 through intervening years FFY 2007
— FFY 2010, but provide no basis for assuming any growth in market share
before a new facility is built. In fact, the applicants state on page 113 that
market share for a segment of its population decreased from 43.3% in 2003
to 41.8% in FFY 2006; (3) the applicants did not adequately demonstrate that
it is reasonable to assume CMC-Lincoln would perform like LNRMC
especially given the location of the two facilities in relation to the population
growth. For example, LNRMC is located in the Mooresville/South Iredell
and North Mecklenburg areas, one of the fastest growing areas in the state,
compared to CMC-Lincoln’s central location in Lincolnton, west of the faster
growing East Lincoln County area around Denver; (4) CMC-Lincoln relies
solely -on Lincoln County for 79.8% of its patient origin, while LNRMC
relies on Iredell County for only 64.5% of its patient origin and on
Mecklenburg County for another 15.0% of patient origin, for a total patient
origin of 79.5%, according to 2007 Hospital Licensure Renewal
Applications, The patient .origin for LNRMC reflects the hospital’s close
proximity to Mecklenburg County and the higher acuity services provided by
LNRMC which means it draws patients from a wider geographical area than
CMC-Lincoln, which primarily treats patients with DRG acuity levels <2.0
and is located farther from the county line. Data in the licensure renewal
applications also shows LNRMC provided twice as many days of care
(28,474) in 2006 (Solucient data), compared to CMC-Lincoln’s 14,065 days
of care (Solucient data), although LNMC is licensed for only 4 more acute
care beds than CMC-Lincoln; and 5) the applicants rely on physician
recruitment efforts, a new primary care center in western Lincoln County,
and a newly approved ambulatory surgery center/physician office in eastern
Lincoln County to reverse the current 57% to 58% out-migration of Lincoln
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County residents for inpatient care, and to support the assumption of a 66%
increase in market share. Although the applicants identify current members
of the medical staff who support the project and who are willing to refer
patients to the new hospital, the:applicants fail to estimate the number of
additional patient admissions this support and future physician recruitment
efforts will produce. Instead, on pages 142 — 143 of the application, the
applicants compare their projected PY 3 total acute care market share to
“other similarly-sized counties,” and draw a conclusion that CMC-Lincoln’s
projections are reasonable in comparison. The table below shows the
applicants’ comparison hospitals and their respective patient origins and
primary market shares, along with the number of licensed beds and surplus

beds from the 2007 SMFP inserted by the project analyst.

Discharges
from Zip
Codes _
Accounting | Zip Code :
for at Least Patient | Market Share 2011 Bed Surplus
80% of Origin | of Zip Codes | Licensed in 2007 SMFP* :

Hospital ‘Discharges | Percentage Region Beds* ~
Stanly 4,650 81.4% 64:8% 97 -13
Regional ' o
Medical
Center
Halifax 6,325 80.0% 62.0% 186 -45
Regional
Hospital
Rutherford 4,515 79.8% 68.6% 129 -47
Hospital
Columbus 4,505 81.3% 67.1% 154 -36 |
County '
Hospital
Lenoir 8,422 80.3% 71.9% 218 -16
Memorial : |
Hospital |

- *Column added by project analyst

The above table illustrates that all of these hospitals already serve 62-72% of
their respective primary service areas even though their services are provided
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2010 Renewal Application for Hospital:

Rex Hospital

All responses should pertain to October 1, 2008 through September 30, 2009

License No: H0065
Facility ID: 953429

D.

Beds by Service

Tnpatient) continued

Number of Swing Beds * | N W
Number of Skilled Nursing days in Swing Beds N/ A
Number of unlicensed observation beds N/A

* means a hospital designated as a swing-bed hospital by CMS (Centers for Medicare and Medicaid

Services)
E. Reimbursement Source - (For “Inpatient Days,” show Acute Inpatient Days only, excluding normal newborns.)
Outpatient
. Visits
Inpatient Days Emergency (excluding Inpatient Surgical Ambulatory Surgical
, of Care Visits Emergency Visits Cases Cases
Primary Payer Source . | (fromp. 4,itemD. 1) | (fromp.6) | and Surgical Cases) | (from p.8, Table 8, b) (from p. 8, Table 8. b)
Self Pay/Indigent/Charity 2,506 2, \8S Ll \g0 356
Medicare & Medicare ' ol '
Managed Care g?);%\a\ 1S, 570 25,0699 236 (Ss 9
— - 7 L3 T [}
Medicaid | 6, S5 S, 49\ 3, o3 “Ma b k1
Commercial Insurance o Wol 55\ B 'Y L3
Managed Care 9y %Al | \g,s43] 7, 0713 S, k> \b, 616
Other (Specify) | _142% Y63k ,a69 A3 SaH
TOTAL \$7, 365 55, %96l 46, 5719 g, g11 2 S/

F. Services and Facilities

1. Obstetrics Enter Number of Infants
| a. Live births (Vaginal Deliveries) 1 03

b. Live births (Cesarean Section) 2,455

c. Stillbirths — 2

d. Delivery Rooms - Delivery Only (not Cesarean Section) A

e. Delivery Rooms - Labor and Delivery, Recovery 20

f. Delivery Rooms — LDRP (include Item “m” on Page 4) o

g. Normal newborn bassinets (Level I Neonatal Services)

Do not include with totals under the section entitled Beds by Service (Inpatient) \/ onecve s

2. Abortion Services Number of procedures per Year G\S

Revised 08/2009

Page 5




2010 Renewal Application for Hospital:
Rex Hospital

All responses should pertain to October 1, 2008 through September 30, 2009,

License No: B0065
Facility ID: 953429

8. ‘Surgical Operating Rooms, Procedure Rooms, Gastr omtestmal Endoscopy Rooms yms, Surgical and Non-

Surgical Cases and Procedures (continued)

CQM\O\T\Q..A.‘

(Campus — If mudtiple sites:

d) Surgical Cases by Specialty Area Table

Enter the number of surgical cases by surgical specialty area in the table below. Count each patient
undergoing surgery as one case regardless of the number of surgical procedures performed while the patient
was having surgery. Categorize each case into one specialty area — the total number of surgical cases is an
unduplicated count of surgical cases. Count all surgical cases, including surgical cases operated on in

procedure rooms or in any other location.

Surgical Specialty Ayea

Inpatient Cases

Ambulatory Cases

Cardiothoracic (excluding Open Heart Surgery) 204 >
Open Heart Surgery (from 7.(b) 4) 249
‘General Surgery 2.0\1S c 37
Neurosurgery ‘ l’ <7l ! M5
Obstetrics and GYN (excluding'_C-Sec‘tions) 12\ D. ¥\ |
Ophthalmology \O t~\ aAa]
Oral Surgery 2 ‘ 25
Orthopedics 2,185 5269
Otolaryngology 577 '11. o4 g
Plastic.Surgery 21\ LSS
Urology = L0 L,2$E
Vascular A _ss\
Other Surgeries (specify) '

Other Surgeries (specify) ,

Number of C-Section’s Performed in Dedicated C-Section ORs 1,050

Number of C-Section’s Performed in Other ORs L 40b

i Total Surgical Cases % g\v\ ]q 21561

¢) Non-Surgical Cases by Category Table

Enter the number of non-surgical cases by category in the table below. Count each patient undergoing a

~ procedure or procedures as one case regardless of the number of non-surgical procedures performed..
Categorize each case into one non~surgical category — the total number of non-surgical cases is an
unduplicated count of non-surgical cases. Count all non-surgical cases, including cases receiving services
in-operating rooms or in any other Jocation, except do not count cases having endoscopies in GI
Endoscopy rooms. Report cases having endoscopies in GI Endoscopy Rooms on page 8.

Non-Surgical Category Inpatxent Cases | Ambulatory Cases |

Pain Management ' . -l 3753 '
Cystoscopy e X -’ Tqo%
Non-GI Endoscopies (not reported in 8. c) ‘ )
GI Endoscopies (not reported in 8. ¢) -
YAG Laser
Other (specify) Npn- o0& 0Dfa 5 st € 270 4038
Other (specify) Plpm = O TINE dea e s a M lel L, 3%
Other {(specify) T

Total Non-Surgical Cases 10,163 Vi, 78]

Revised 08/2009
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License No; H0238
Facility ID: 923421

2009 Renewal Application for Hospital:
Duke Health Raleigh Hospital

Al responses should pertain to October 1, 2007 through September 30, 2008.

| D. Beds by Service gInEatlenq contmued

Number of Swing Beds * 0

Number of Skitled Nursing days in Swing Beds 0

Number of unlicensed observation beds . 1 .0

* means a hospital designated as.a swing-bed hospital by CMS (Centers for Medicare and Medlcald

Services)
K. Reimbursement Source (For “Inpatient Days,” show Acute Inpatient Days only, excluding normal newborns.)
Outpatient
Visits »
Inpatient Days ‘Emergency (excluding Inpatient Surgical Ambulatory Surgical
_ _ of Care Visits Emergency Visits ‘ Cases Cases
Primary Payer Source | (fromp. 4, item D, 1.) (fromp. 6) | and Surgical Cases) | (fromp.8, Table 8, b) (from p. 8, Table 8. b)
Self Pay/Indigent/Charity 1157 9782 1481 - 70 113
Medicare & Medicare ~ ' ‘ ‘
Managed Care 13,665 6693 23046 1057 2168
Medicaid 1988 5327 2144 114 236
Commercial Insurance 389" 941.. | 818 33 122
Managed Care 71027 9639 31270 972 5021
Other (Specify) 449 596 1928 100 578
TOTAL 24625 32978 160687 2346 9138
: : , $ Amount % of Totél Costs . % of Net Revenues
' Unreimbursed Medicaid Costs " 2,063,327 1.55 B
Unreimbursed Charity Care ) 5,439,470 3.17 3,09 -
Bad Debt 6,085,487 - T340
[} Unreimbursed Medlcald costs and the unreimbursed charity care should come from the hospital’s most recent Medlcald Cost
Report,

KCharxty Care Definition: Health care services that never were expected to result in cash inflows. Charity care results from a provider’s

- "policy to provide health care services free of charge to individuals who meet certain financial criteria, ~ |
Bad Debt Definition: Health care services that were expected to result in cash mﬂows ‘but written off after unsuccessful efforts to collect the
amount owed.

F. Services and Facilities

1. Obstetrics . Enter Number of Infants
a. Live births (Vaginal Deliveries) o ' 0
b. Live births (Cesarean Section)
Stillbirths. ° '

<]

d. Delivery Rooms Dehvery Only (not Cesarean Section) -
e. Delivery-Rooms - Labor and Delivery, Recovery

£ Delivery Rooms — LDRP (include Item “m” on Page 4)
g

D

oljlolofolo|c

‘Normal newborn bassinets (Level I Neonatal Services)
o not includé with totals under the section entitled Beds by Servwe (Inpatient) -0

2. Abortion Services Number of procedures per Year 0

Revised 08/2008 Page 5




2010 Renewal Application for Hospital:
Duke Raleigh Hospital

All responses should pertain to October 1, 2008 through September 30, 2009.

License No: H0238
Faoility ID: 923421

D. Beds by Service (Inpatient) continued

Number of Swing Beds * 0
Number of Skilled Nursing days in Swing Beds -0
Number of unlicensed observation beds 0
* means a hospital designated as a swing-bed hospital by CMS (Centers for Medicare and Medlcald
Services)
E. Reimbursement Source (For “Inpatient Days,” show Acute Inpatient Days only, excluding normal newborns.)
Include Outpatient
Admits Visits :
- Inpatient Days Emergency (excluding Inpatient Surgical Ambulatory Surgical
of Care Visits Emergency Visits . Cases Cases
P‘;‘imary Payer Source (fromp. 4,itemD. 1) | (fromp.6) | and Surgical Cases) | (from p.8, Table 8. b) (from p. 8, Table 8. b)
Self Pay/Indigent/Charity 5331 13691 11,393 526 1722
Medicare & Medicare . »
Managed Care 13,468 5908 22,683 1201 2273
Medicaid 1843 4708 1923 130 351
Commercial Insurance 2573 688 _ 819 . 39 190
Managed Care 6735 8098 26,759 1006 5794
Other (Specify) 472 573 1287 102 487
TOTAL . 28,102 33,666] 64,864 " 3004 10,817
NOTE: Total outpatlent visits = emergency 33,666 less admissions 3,163 plus

outpatient visits 64,864 plus ambulatory surgical cases 10, 817 =

106,184

F. Services and Facilities

1. Obstetrics Enter Number of Infants
a. Live births (Vaginal Deliveries) 0 ‘

b. Live births (Cesarean Section) 0

c. Stillbirths 1

d. Delivery Rooms - Delivery Only (not Cesarean Section) 0

e. Delivery Rooms - Labor and Delivery, Recovery 0

f. Delivery Rooms ~ LDRP (include Item “m’” on Page 4) 0

g. Normal newborn bassinets (Level I Neonatal Services)

Do not include with totals under the section entitled Beds by Service (Inpatient) 0

2. Abortion Services Number of procedures per Year 0

Revised 08/2009
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License No: 0238
Facility ID: 923421

2010 Renewal Application for Hospital:
Duke Raleigh Hospital

All responses should pertain to October 1, 2008 through September 30, 2009.

8. Surgical Operating Rooms, Procedure Rooms, Gastrointestinal Endoscopy Rooms, Surgical and Non-
Surgical Cases and Procedures (continued)

(Campus — Ifmultiple sites: . )

d) Surgical Cases by Specialty Area Table

Enter the number of surgical cases by surgical specialty area in the table below Count each patient
undergoing surgery as one case regardless of the number of surgical procedures performed while the patient
was having surgery. Categorize each case into one specialty area —the total number of surgical cases is an
unduplicated count of surgical cases. Count all surgical cases, including surgical cases operated on in
procedure rooms or in any other location,

Surgical Specialty Area

Inpatient Cases Ambulatory Cases

Cardiothoracic (excluding Open Heart Surgery) ' :
Open Heart Surgery (from 7. (b) 4))
General Surgery . L 1062 2175
Neurosurgery 352 552
Obstetrics and GYN (excluding C-Sections) 33 305
Ophthalmology 4 1096
Oral Surgery  pDental 0 136
Orthopedics - .. 1 41 5 5817
Otolaryngology ENT 12 461

‘Il Plastic Surgery 25 121
Urology 19 117
Vascular . 35 23
Other Surgeries (specify)  gastro/Colorectal 47 14
Other Surgeries (specify)

[ Number of C-Section’s Performed in Dedicated C-Section ORs
Number of C-Section’s Performed in Other ORs ‘

Total Surgical Cases 3004 10,817

Kk

¢) Non-Surgical Cases by Category Table

Enter the number of non-surgical cases by category in the table below. Count each patient undergoing a

procedure or procedures as one case regardless of the number of non-surgical procedures performed.
Categorize each case into one non-surgical category — the total number of non-surgical cases is an
unduplicated count of non-surgical cases. Count all non-surgical cases, including cases receiving services
in operating rooms or in any other location, excepr do not count cases having endoscopies in GI
Endoscopy rooms. Report cases having endoscopies in GI Endoscopy Rooms on page 8.

v Non-Surgical Category Inpatient Cases Ambulatory Cases
Pain Management 77 4405
Cystoscopy 52 227
Non-GI Endoscopies (not reported in 8..¢)
GI Endoscopies (not reported in 8. ¢)
YAG Laser
Other (specify)
Other (specify)
Other (specify)
Total Non-Surgical Cases 129 4632
Revised 08/2009 % pain management are pain clinic patients Page 9

**Cystdcopy are excluded from urology surgical cases




2010 Renewal Application for Hospital:

WakeMed

Al responses should pertain to October 1, 2008 through September 30, 2009.

License No: H0199
Facility ID: 943528

D. _ Beds by Service (Inpatient) continued Wal

Number of Swing Beds *

ceMed Raleigh New Bern Avenue Only
. 0 ' ‘

Number of Skilled Nursing days in Swing Beds

0

Number of unlicensed observation beds

73

* means a hospital designated as a swing-bed hospital by CMS (Centers for Medicare and Medicaid

Services)
E.  Reimbursement Source (For “Inpatient Days,” show Acute Inpatient Days only, excluding normal newborns.)
Outpatient A
Visits , '
Inpatient Days Emergency | (excluding Inpatient Surgical Ambulatory Surgical
of Care Visits Emergency Visits Cases Cases
Primary Payer Source (from p. 4, item D. 1) (from p. 6) andA Surgical Cases) | (from p.8; Table 8.b) | (from p. 8, Table 8. b)

Self Pay/Indigent/Charity 5,709 25,270 28,067 545 836
Medicare & Medicare 83,708 17,683 43,087 3,358 1,617
Managed Care ‘ : : _
Medicaid 40,981 39,541 40,517 2,006 2,267
Commercial Insurance 3,391 '3,509 _ 2,354 203 126
Managed Care - 36,104 28,627 89,461 2,645 4,831
Other (Specify) 4,153 5,800 5,305 370 575
TOTAL 174,046 120,430 208,791 9,127 10,252

F. Services and Facilities

1. 'Obstetrics Enter Number of Infants

a. Live births (Vaginal Deliveries) 3,859

b. Live births (Cesarean Section) 1,302

¢. Stillbirths 41

d. Delivery Rooms - Delivery Only (not Cesarean Section) 0

e. Delivery Rooms - Labor and Delivery, Recovery ' 1

f. Delivery Rooms — LDRP (include Item “m” on Page 4) 32

g. Normal newborn bassinets (Level I Neonatal Services) 36

Do not include with totals under the section entitled Beds by Service (Inpatient)

2. Abortion Services Number of procedures per Year 7

Revised 08/2009 Page 5.1




2010 Renewal Application for Hospital: License No: H0199
" WakeMed Facility ID: 943528

All responses should pertain to October 1, 2008 through September 30, 2009.

8. Surgical Operating Rooms, Procedure Rooms, Gastrointestinal Endoscopy Rooms, Surgical and Non-
Surgical Cases and Procedures (continued)

(Campus - If multiple sites: WakeMed Raleigh New Bern Avenue Only)

d) Surgical Cases by Specxaltv Area Table
"Enter the number of surgical cases by surgical specialty area in the table below. Count each patlent
undergoing surgery as one case regardless of the number of surgical procedures performed while the patient
was having surgery. Categorize each case into one specialty area - the total number of surgical cases is an
unduplicated count of surgical cases. Count all surgical cases, including surgical cases operated on in
procedure rooms or in any other location. -

Surgical Specialty Area Inpatient Cases Ambulatory Cases
Cardiothoracic (excluding Open Heart Surgery) 427 ‘ 4
Open Heart Surgéry (from 7.(b) 4 ) 834
General Surgery _ ' 1,992 2,052
Neurosurgery e ' : 837 ' 593
Obstetrics and GYN (excluding C- Sectlons) ' 421 " 1,483
Ophthalmology ‘ ' 0 1
Oral Surgery ] 30 _ 63
Orthopedics 2,172 2,032
Otolaryngology , 369 1,964
Plastic Surgery ' , ‘ 108 148
Urology ‘ . 121 445
Vascular ' 312 31
Other Surgeries (specify) IP: Cystos; OP: Cystos-496;Endos-17; Podiatry-5 198 518
- Other Surgeries (specify) Endoscopies 18
Number of C-Section’s Performed in Dedicated C- Sectlon ORs 1,288
Number of C-Section’s Performed in Other Ors ‘ - 0
Total Surgical Cases : o 9,127 ] 9,334

¢) Non-Surgical Cases by Category Table
Enter the number of non-surgical cases by category in the table below. Count each patient undergomg a
procedure or procedures as one case regardless of the number of non-surgical procedures performed.
Categorize each case into one non-surgical category — the total number of non-surgical cases is an
unduplicated count of non-surgical cases. Count all non-surgical cases, including cases receiving services
in operating rooms or in any other location, except do not count cases having endoscopies in GI
Endoscopy rooms, Report cases having endoscOples in GI Endoscopy Rooms on page 8.

v Non-Surgical Category Inpatient Cases Ambulatory Cases
‘Pain Management ) - 0 0 :
Cystoscopy ' ‘
Non-GI Endoscopies (not reported in 8. c)
GI Endoscopies (not reported in 8. ¢)
YAG Laser
Other (specify) Dental -
Other (specify)
Other (specify)

Total Non-Surgical Cases

Revised 08/2009 S ' Page 9.1
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2010 Renewal Application for Hospital:

WakeMed

All responses should pertain to October 1, 2008 through September 30, 2009.

License No: H0199
Facility ID: 943528

Beds by Service (Inpatient) continued WakeMed North HealthPlex Only
Number of Swing Beds * ‘ 0
Number of Skilled Nursing days in Swing Beds 0
Number of unlicensed observation beds 0

* means a hospital

designated as a swing-bed hospital by CMS (Centers for Medicare and Medicaid

Services) .
E. Reimbursement Source (For “Inpatient Days,” show Acute Inpatient Days only, excluding normal newborns.) .
Outpatient
‘ Visits
Inpatient Days Emergency (excluding “Inpatient Surgical Ambulatory Surgical
of Care Visits Emergency Visits Cases Cases
Primary Payer Source (from p. 4, item D. 1) | (fromp. 6) | and Surgical Cases) | (from p.8, Table 8. b) (from p. 8, Table 8. b)
Self Pay/Indigent/Charity 0 ‘ 7,058 914 0 241
Medicare & Medicare '
Managed Core 0 3,597 7,445 0 816
Medicaid 0 6,255 1,899 0 200
Commercial Insurance: 0 922 426 0 23
Managed Care 0 15,564 20,835 0 2,438
Other (Specify) 0 1,485 712 0 125
TOTAL 0 34,881 32,231 ] 3,843

F. Services and Facilities

1. Obstetrics

Enter Number of Infants

|LDo not include with totals under the section entitled Beds by Service (Inpatient)

a. Live births (Vaginal Deliveries) -0
b. Live births (Cesarean Section) 0
¢. Stillbirths' 0
d. Delivery Rooms - Delivery Only (not Cesarean Section) 0
e. Delivery Rooms - Labor and Delivery, Recovery 0
f. Delivery Rooms — LDRP (include Item “m” on Page 4) 0
g. Normal newborn bassinets (Level I Neonatal Services) 0

2. Abortion Services

Revised 08/2009

Number of procedures per Year

Page 5.2




2010 Renewal Application for Hospital;
WakeMed

Al responses should pertain to October 1, 2008 through September 30, 2009.

License No: H0199
Facility ID: 943528

8. Surgical Operating Rooms, Procedure Rooms, Gastromtestmal Endoscopy Rooms, Surgical and Non-

- Surgical Cases and Procedures (continued)

(Campus — If multiple sites:

WakeMed North HealthPlex Only )

d) Surgical Cases by Specialty Area Table

Enter the number of surgical cases by surgical specialty area in the table below. Count each patient
undergoing surgery as one case regardless of the number of surgical procedures performed while the patient
was having surgery. Categorize each case into one specialty area — the total number of surgical cases is an
unduplicated count of surgical cases. Count all surgical cases, including surgical cases operated on in

procedure rooms or in any other location.

~Surgical Specialty Area Inpatient Cases | Ambulatory Cases

Cardiothoracic (excluding Open Heart Surgery) 0 0
Open Heart Surgery (from 7.(b)4.) 0
General Surgery 0 207
Neurosurgery = 0 0
Obstetrics and GYN (excludmg C-Sectwns) 0 210
Ophthalmology 0 733
Oral Surgery 0 5
Orthopedics 0 1,129
Otolaryngology 0 1,181
Plastic Surgery 0 128
Urology 0 32
Vascular 0 0
Other Surgeries (specify) Podlatry-ZOO Cosmetic-13; Other-S 0 218
Other Surgeries (specify) 0
Number of C-Section’s Performed in Dedlcated C-Section ORs 0
Number of C-Section’s Performed in Other ORs 0

Total Surgical Cases 0 { 3,843

e) Non-Surgical Cases by Category Table

Enter the number of non-surgical cases by category in the table below. Count each patient undergoing a
procedure or procedures as one case regardless of the number of non-surgical procedures performed
Categorize each case into one non-surgical category — the total number of non-surgical cases is an
unduplicated count of non-surgical cases, Count all non-surgical cases, including cases receiving services
in operating rooms or in any other location, except do not count cases having endoscopies in GI
Endoscopy reoms. Report cases having endoscopies in GI Endoscopy Rooms on page 8. '

Non-Surgical Category

Ambulatory Cases

Pain Management

Inpatient Cases
o .

444

Cystoscopy

0

Non-GI Endoscopies {(nof reported in 8. ¢)

GI1 Endoscopies (not reported inéd. ¢

YAG Laser

Other (specify)

Other (specify)

Other (specify)

Total Non-Surgical Cases

QOO OO

2 jO|ICIC|IOIO|O

Revised 08/2009
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2010 Renewal Application for HOSpIta]

WakeMed Can_*y

All responses should pertain to October 1, 2008 through September 30, 2009,

License No: H0276
Facility ID: 990332

D, ry B
| Number of Swmg Beds 0

Number of Skilled Nursing days in Swmg Beds 0

Number of unlicensed observation beds 22

* means a hospital designated as a swing-bed hospxtal by CMS (Centers for Medicare and Medicaid

Services)
E. Réimbursement Source (For “Inpatient Days,” show Acute Inpatient Days only, excluding normal newborns.)
! Outpétient
Visits
Inpatient Days Emergency (excluding Inpatient Surgical Ambulatory Surgical
of Care Visits Emergency Visits Cases Cases
Primary Payer Source (from p. 4,item D. 1) | (from p.6) | and Surgical Cases) | (from p.8, Table 8. b) (from p. 8, Table 8. b)
Self Pay/Indigent/Charity 1,275 7,999 1,082 84 181
Medicare & Medicare
Managed Caro 20,632 9,081 10,524 966 2,025
Medicaid 4,717 5,664 2,121 195 293
Commercial Insurance 235 1,078 386 20 47
Managed Care 13,750 18,225 16,047 1,455 4,595
Other (Specify) 318 1,743 578 48 132
| TOTAL 40,927 43,790 30,738 2,768 7,273
F. Services and Facilities
1. Obstetrics Enter Number of Infants
a. Live births (Vaginal Deliveries) 1,609
b. Live births (Cesarean Section) - 833
c. Stillbirths 9
d. Delivery Rooms - Delivery Only (not Cesarean Section) 0
e. Delivery Rooms - Labor-and Delivery, Recovery ' - 10
f. Delivery Rooms — LDRP (include Item “m” on Page 4) .26
g. Normal newborn bassinets (Level I Neonatal Services) ’ 2%
Do not include with totals under the section entitled Beds by Service (Inpatient)
2. Abortion Services Number of procedures per Year 3
Revised 08/2009 Page 5.1




2010 Renewal Application for Hospital:
WakeMed Cary
All responses should pertain to October 1, 2008 through Sgptem her 30, 2009,

License No: H0276
Facility ID: 990332

8. Surgical Operating Rooms, Procedure Rooms, Gastrointestinal Endoscopy Roomsj Surgical and Non-

Surgical Cases and Procedures (continued)

(Campus — If multiple sites: _WakeMed Cary Hospital Only )

d) Surgical Cases by Specialty Area Table

Enter the number of surgical cases by surglcal specialty area in the table below. Count each patient
undergoing surgery as one case regardless of the number of surgical procedures performed while the patlent
was having surgery. Categorize each case into one specialty area — the total number of surgical cases is an
unduplicated count of surgical cases. Count all surgical cases, including surgical cases operated on in

procedure rooms or in any other location.

Inpatient Cases

Ambulatory Cases

Surgical Specialty Area

Cardiothoracic (excluding Open Heart Surgery) 2 0

Open Heart Surgery (from 7.(b)4.) 0

General Surgery 1,095 2,711

Neurosurgery 5 13

Obstetrics and GYN (excluding C- Sectlons) 120 1,454

Ophthalmology .3 933
' Oral Surgery 12 33

Orthopedics - 519 767

Otolaryngology 13- 624

Plastic Surgery 16 130

Urology 147 607
Vascular _ 15 . 1

Other Surgeries (specify) 0

Other Surgeries (specify) 0

Number of C-Section’s Performed in Dedicated C-Section ORs 821

Number of C-Section’s Performed in Other ORs _ 0

Total Surgical Cases ' 2,768 7,273

e) Non-Surgical Cases by Category Tabl

Enter the number of non-surgical cases by category in the table below. Count each patient undergoing a
procedure or procedures as one case regardless of the number of non-surgical procedures performed
Categorize each case into one non-surgical category — the total number of non-surgical cases is an
unduplicated count of non-surgical cases. Count all non-surgical cases, including cases receiving services
in operating rooms or in any other location, except do not count cases having endoscopies in GI
Endoscopy rooms. Report cases having endoscoples in GI Endoscopy Rooms on page 8.

Nqn-Surgxcal Category _Iupatient Cases Ambulatory Cases

Pain Management 11 205
Cystoscopy : 77 354
Non-G1 Endoscopies (not reported in 8. c) 0 0

GI Endoscopies (not reported in 8. ¢ 8 6

YAG Laser 0 110
Other (specify) 2 541
Other (specify) 0 0

Other (specify) 0 0.

Total Non-Surgical Cases 98 1,216

Revised 08/2009

Page 9
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ATTACHMENT - REQUIRED STATE AGENCY FINDINGS

FINDINGS
C = Conforming
CA = Conditional
NC = Nonconforming
NA = Not Applicable

DECISION DATE: August 26, 2009

PROJECT ANALYST: Carol L. Hutchison

TEAM LEADER: Martha J. Frisone

PROJECT L.D. NUMBER: F-8316-09/ Presbyterian Same Day Surgery Center at Monroe, LLC/

Develop one additional operating room at the multi-specialty
ambulatory surgical facility -located in Monroe for a total of two
operating rooms/ Union County

F-8322-09/ Union Health Services, LLC, Union Regional Medical
Center, Inc. d/b/a Carolinas Medical Center-Union, and The Charlotte-
Mecklenburg Hospital Authority d/b/a Carolinas HealthCare¢ System/
Develop one additional operating room at the multi-specialty
ambulatory surgical facility in Indian Trail for a total of two operating
rooms/ Union County

REVIEW CRITERIA FOR NEW INSTITUTIONAL HEALTH SERVICES

G.S. 131E-183(a) The Department shall review all applications utilizing the criteria outlined in this
~ subsection and shall determine that an application is either consistent with or not in conflict with these
criteria before a certificate of need for the proposed project shall be issued.

)

- The proposed project shall be consistent with applicable policies and need detenniﬁations in the

State Medical Facilities Plan, the need determination of which constitutes a determinative limitation
on the provision of any health service, health service facility, health service facility beds, d1a1y51s
stations, operating rooms, or home health offices that may be approved.
NC
SDSC Monroe
UHS - Union West

The 2009 State Medical Facilities Plan (SMFP») provides a methodology for determining the need |

for additional operating rooms in North Carolina. The 2009 SMFP establishes a need for one
additional operating room in Union County. A competitive review that included two applicants
began on June 1, 2009. The two applicants applied for a total of two new operating rooms. The
following is a brief description of each of the proposals in this review: '




2009 Union County Competitive OR Review
Page 14

However, the 2009 SMFP operating room need methodology shows a need for only 8.58 ORs in
Union County in 2011. There are eight existing or approved ORs in Union County. Thus, there is
a need for one additional OR in 2011 [8.58 — 8 = 0.58, which is rounded up to 1]. The applicant’s
need methodology overstates the need for ORs because the methodology does not take into account
Union County residents who utilize ORs located in. other counties, particularly Mecklenburg
County. Moreover, the applicant does not project that any surgical patients currently utilizing
Novant Health facilities in Mecklenburg County will shift to SDSC Monroe.

Step 3: Estimate the Total Number of Outpatient Surgical Cases to be Performed on Remdents of
the Primary Service Area (all providers) by Calendar Year _

On page 60, the applicant used the 2008 Union County “oumdtient/ambulatory surgical use rate”

of 74.3 outpatient surgical cases per 1,000 population to estimate the number of additional

dedicated outpatient ORs needed for the residents of the primary service area in CY 2013, as
follows: ’

e 743 outpatient surgical cases per 1,000 population times the projected population of the
primary service area in CY 2013 (134,224) equals 9,973 outpatient surgical cases in CY 2013
[74.3 / 1,000 = 0.0743; 0.0743 x 134,224 = 9,973].

o 9,973 outpatient surgical cases times 1.5 hours per outpatient surgical case equals 14,959.5
outpatient surgical hours.

e 14,959.5 outpatient surgical hours divided by l 872 hours per OR per year equals 8 dedicated
outpatient ORs needed in CY 2013 [14,959 / 1,872 = 7.99] for the residents of the primary
service area.

After subtracting the dedicated outpatient OR at SDSC Monroe and the dedicated outpatient OR
under development at UHS Union West, the applicant states there is a need for six additional
dedicated outpatient ORs in the primary service area. The applicant’s need methodology overstates
the need for ORs because the methodology does not take into account Union County residents who
utilize ORs located in other counties, particularly Mecklenburg County. Moreover, the applicant
does not project that any surgical patients currently utilizing Novant Health facilities in
Mecklenburg County will shift to SDSC Monroe.

Further, the applicant used a combined ambulatory surgery facility / hospital outpatient surgical use
rate of 74.3 outpatient surgical cases per 1,000 population to project the total number of outpatient
surgical cases to be performed but then excluded the hospital’s existing shared
(inpatient/outpatient) ORs from the inventory in calculating the number of additional dedicated
outpatient ORs needed to serve residents of the primary service area. The combined use rate is
based, in part, on outpatient surgical cases performed in the shared ORs at CMC-Union. 1t is
possible that some of these procedures would not be performed in an ambulatory surgical facility
due to the patient’s higher risk for complications. Moreover, the use rate is based on all outpatient
surgical cases performed on residents of Union County, not just residents of the primary service
area. The applicant did not provide sufficient data in the application to adequately document that
the rate at which residents of the primary service area utilize ambulatory surgical facilities is




2009 Union County Competitive OR Review
Page 15

sufficiently similar to the rate at which residents of Union County as a whole utilize outpatient
surgical services in ambulatory surgical facilities and the hospital. For example, the applicant did
not provide data to show that the age distribution for the primary service area is similar to the age
distribution for Union County as a whole. The age of a population (e.g., the median age of the
population, the percentage of the total population age 65 and older, etc.) impacts the type and
frequency of surgical services utilized by that population. In addition, although not located.
physically in the primary service area, the six existing shared ORs in the hospital in Monroe are
located within a relatively short driving distance (no more than 10 miles) for some portion of the
primary service area population. When the six existing shared ORs at CMC-Union, which are
‘available for use by all primary service area residents are included in the inventory, the applicant’s
methodology does not show a need for any.additional ORs [8 — (6+2) = 0] to serve the residents of
the primary service area.

To determine the number of dedicated outpatient ORs needed to serve the residents of the primary
service area, the applicant should have used the ambulatory surgical facility use rate per 1,000
population which can be calculated from the data provided by the applicant in Exhibit 2, Tables 11,
12, 13, and 14 of the application. The data shows 3,540 outpatient surgical cases were performed in
ambulatory surgical facilities in CY 2008, which when divided by the Union County population in
CY 2008 (192,452), results in an ambulatory surgical facility use rate of only 18.39 outpatient
surgical cases per 1,000 population. Multiplying the 18.39 use rate times the prOJected primary
service area population in CY 2013 (134,224) results in 2,468 ambulatory surgical cases [18.39 /
1,000 = 0.01839; 0.01839 x 134,224 = 2,468.4], 3,702 ambulatory surgical hours [2,468 x 1.5 =
3,702] and a need for only two dedicated outpatient ORs [3,702/ 1,872 = 1.98] in CY 2013. There
is one existing and one approved dedicated outpatient OR located in the applicant’s primary service
area. Thus, using the ambulatory surgical facility use rate to project utilization, the applicant’s
methodology shows that no additional dedicated outpatient ORs are needed to serve residents of the
primary service area.

Stcn 4: Determine SDSC Monroe’s Market Share for the Primary Service Area

The projected market share in CY 2013 is based on the number of ORs at SDSC Montroe as a
percentage of the total number of ORs in Union County [2/9 = 0.222]. See pages 61 and 62 of the
application. In support of its assumption, on pages 62-63 of the application, the applicant states

o  “It is considerably less than current Presbyterian Healthcare’s 42.9% market share of
residents of the Primary Service Area recezvmg outpatient surgery in 2008 reflected in
Exhibit 2, Table 6.

o It is considerably less than current Presbyterzan Healthcare’s 38.8% market share of
all residents of Union Counly receiving outpatient surgery in 2008 reﬂected in Exhibit
2, Table 6.

o It is considerably less than 57% percent of Union Counly residents living in the
Primary Service Area reflected in Exhibit 2, Table 7.

o There currently are only two freestanding ambulatory surgical operating rooms

- existing and approved in the Primary Service Area reflected in Exhibit 2, Table 7.




2009 Union County Competitive OR Review
’ Page 27

SDSC Monroe incorrectly states that CMC-Union currently has eight ORs. The hospital ‘
currently has only seven ORs, one of which will be relocated to UHS Union West. In effect,
SDSC Monroe’s own analysis, which assumes utilization at CMC-Union will continue to
increase at the same rate it increased between 2004.and 2008, shows that CMC-Union is in need
of an additional OR.

In summary, the applicant did not adequately identify the population to be served and did not
adequately demonstrate that projected utilization is based on reasonable and supported
assumptions as discussed above. Therefore, the applicant did not adequately demonstrate the
need for the proposed operatlng room, Consequently, the application is nonconforrmng with this
criterion.

Union Health Services, LLC, Union Regional Medical Center, Inc. d/b/a Carolinas Medical
Center-Union, and The Charlotte-Mecklenburg Hospital Authority d/b/a Carolinas
HealthCare System (UHS-Union West) are proposing to develop one additional OR at their
approved ambulatory surgical facility currently under development in Indian Trail. UHS-Union
West received certificate of need approval to establish a multispecialty ambulatory surgical
facility with one OR on November 3, 2006 (Project LD. # E-7312-05).. Upon approval of this
project, the facility would be licensed for two ORs. Union Health Services, LLC is wholly
owned by Union Regional Medical Center d/b/a Carolinas Medical Center-Union. CMC-Union
will manage UHS-Union West. The ultimate parent company of UHS Union West is The
Charlotte-Mecklenburg Hospital Authority.

On page 100, the applicants state

“[Tlhe proposed project also involves the addition of three pre/post-operative bays that
will support the additional operating room. As a result, upon completion of the proposed
project, UHS will have a total of nine pre/post-operative and recovery bays for its two
operating rooms. The nine proposed pre-operative and recovery spaces are swing rooms
capable of providing both pre-operative and recovery functions. This ratio of 4.5 pre/post-
operative bays to each operating room is conservative based on recommendations from The
American Institute of Architects Academy of Architecture for Health’s Guidelines for
Design and Construction of Hospital and Health Care Facilities, which suggests a
combined ratio of five pre/post operative rooms per operating room.”

POPULATION TO BE SERVED

The following table illustrates prOJected patient origin, during Year Two, as reported by the
applicants on page 112 of the application.
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ATTACHMENT - REQUIRED STATE AGENCY FINDINGS

FINDINGS
C = Conforming
CA = Conditional
NC = Nonconforming
NA = Not Applicable

DECISION DATE: March 28, 2008
FINDINGS DATE: April 2,2008
PROJECT ANALYST: Helen E. Alexander
CHIEF: Lee B. Hoffman

PROJECT LD. NUMBER: F-7993-07 KND Developfnent 50, LL.C. d/b/a Kindred Hospital
' Charlotte/Develop a new 60-bed freestanding long term care hosp1ta1
(LTCH)/ Mecklenburg County

REVIEW CRITERIA FOR NEW INSTITUTIONAL HEALTH SERVICES

G.S. 131E-183(a) The Department shall review all applications utilizing the criteria outlined in this
subsection and shall determine that an application is either consistent with or not in conflict with these
criteria before a certificate of need for the proposed project shall be issued.

¢ The proposed project shall be consistent with applicable policies and need determinations
in the State Medical Facilities Plan, the need determination of which constitutes a
determinative limitation on the provision of any health service, health service facility,
health service facility beds, dialysis stations, operating rooms, or home health offices that
may be approved.

NA

The applicant, KND Development 50, L.L.C. d/b/a Kindred Hospital Charlotte
(“Kindred Charlotte”), proposes to develop a new long term care hospital (LTCH) in
‘Charlotte with 60 long term care hospital beds. The applicant does not propose to
increase the number of licensed beds in_ any category, add services, or acquire
equipment for which there is a need determination in the 2007 State Medical
Facilities Plan (SMFP). Specifically, there is no need methodology or need
determination in the 2007 SMFP for long term care hospital beds. There are also no
policies in the 2007 SMFP that are applicable to development of long term care
hospital beds. Therefore, this criterion is not applicable.

(2)  Repealed effective July 1, 1987.

(3)  The applicant shall identify the population to be served by the proposed project, and shall
demonstrate the need that this population has for the services proposed, and the extent to




©)

(10)

(11)
(12)

Kindred Development 50, LLC
#F-7993-07

In summary, the applicant failed to adequately demonstrate that the necessary
ancillary and support services would be available and that the proposed services
would be coordinated with the existing health care system. Therefore, the
application is not conforming to this criterion.

An applicant proposing to provide a substantial portion of the project's services to
individuals not residing in the health service area in which the project is located, or in
adjacent health service areas, shall document the special needs and circumstances that
warrant service to these individuals.

NA

When applicable, the applicant shall show that the special needs of health maintenance
organizations will be fulfilled by the project. Specifically, the applicant shall show that
the project accommodates:

(a) The needs of enrolled members and reasonably anticipated new members of the
HMO for the health service to be provided by the organization; and

NA

(b)  The availability of new health services from non-HMO providers or other

HMOs in a reasonable and cost-effective manner which is consistent with the
basic method of operation of the HMO. In assessing the availability of these
health services from these providers, the applicant shall consider only whether
the services from these providers:

(1) would be available under a contract of at least 5 years duration;

(i)  would be available and conveniently accessible through physicians |

' and other health professionals associated with the HMO;

(i) would cost no more than if the services were provided by the
HMO; and

(iv)  would be available in a manner which is admlmstratlvely feasible
to the HMO.

NA -
Repealed effective July 1, 1987.

Applications involving construction shall demonstrate that the cost, design, and means of
construction proposed represent the most reasonable alternative, and that the construction
project will not unduly increase the costs of providing health services by the person
proposing the construction project or the costs and charges to the public of providing

19




(13)

Kindred Development 50, LLC
#F-7993-07

health services by other persons, and that applicable energy saving features have been
incorporated into the construction plans.

NC

Kindred Development 50, LLC proposés to construct 67,341 square feet of space to
establish a new long term care hospital. Appendix 11 contains a letter dated
October 12, 2007, from Phillip Moffion, architect, that states

“Array Healthcare Facilities Solutions, Inc. has reviewed the attached
construction estimate for a new 67,341 gross square foot, three (3) story
Long Term Acute Care (LTCH) Hospital in Charlotte, North Carolina.

We believe the construction estimate prepared by McCarthy Building
Companies, Inc. is an accurate assessment of the cost to construct this
project.”

The summary sheet attached to the architect’s letter indicates a construction cost of

$19,208,867, which includes: $15,916,282 for the building, site cost of $646,942,
general conditions of $1,117,710, construction contingency of $1,237,665, building

permits of $60,000, subsurface investigation of $10,000; inspection, inspection and

testing allowance of $50,000 and G.L. and Umbrella Insurance of $170,267.

Additional costs include design contingency of $960,443, architectural/ engineering,

civil, and reimbursables of $1,251,250, design build fee of $1,499,439 and pre-con

allowance of $80,000. Thus, the total construction cost is projected to be

$23,000,000. '

In Section L8., page 4, the applicant states that the facility will have 10 ICU beds in
addition to 50 other long term care hospital beds. However, the design schematic in
Appendix 8 shows a total of eight ICU beds and 52 other long term care hospital
beds. Further, the applicant’s design schematic and Table 4 (E) shows 3,281 square
feet of shell space, i.e. space for which there is no stated use. Due to the
inconsistencies in the proposed number of ICU beds to be developed and the
inclusion of extra unnecessary space, the applicant did not adequately demonstrate
that the design and construction costs represent the most reasonable alternative for
the services proposed to be provided in the application. Consequently, the
application is nonconforming with this criterion.

The applicant shall demonstrate the contribution of the proposed service in meeting the
health-related needs of the elderly and of members of medically underserved groups, such
as medically indigent or low income persons, Medicaid and Medicare recipients, racial
and ethnic minorities, women, and handicapped persons, which have traditionally
experienced difficulties in obtaining equal access to the proposed services, particularly

20
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ATTACHMENT - REQUIRED STATE AGENCY FINDINGS

FINDINGS
C = Conforming
CA = Conditional
NC = Nonconforming
NA = Not Applicable

DECISION DATE: - April 28, 2008
FINDINGS DATE: May 5, 2008
PROJECT ANALYST: Gene DePorter
ASSISTANT CHIEF: Lee Hoffman

PROJECT LLD. NUMBER: J-8016-07/WakeMed (lessee) and WakeMed Property Services
(lessor) d/b/a WakeMed Brier Creek Healthplex/Development of a
hospital outpatient department of the WakeMed Raleigh Campus,
including an Emergency Department, CT scanner and other
diagnostic services, in northwestern Wake County/Wake County

REVIEW CRITERIA FOR NEW INSTITUTIONAL HEALTH SERVICES

 G.S. 131E-183(a) The Department shall review all applications utilizing the criteria outlined in this
subsection and shall determine that an application is either consistent with or not in conflict with
these criteria before a certificate of need for the proposed project shall be issued.

(D) The proposed project shall be consistent with applicable policies and need
determinations in the State Medical Facilities Plan, the need determination of which
constitutes a determinative limitation on the provision of any health service, health
service facility, health service facility beds, dialysis stations, operating rooms, or
home health offices that may be approved.

NA

WakeMed (lessee) and WakeMed Property Services (WMPS) (lessor)
[WakeMed] propose to develop a hospital outpatient department of
WakeMed Raleigh Campus, including an Emergency Department, CT
‘scanner and other diagnostic services. The applicants do not propose to
increase the number of licensed beds in any category, increase the number of
operating rooms, add new services, or acquire equipment for which there is a
need determination in the 2007 State Medical Facilities Plan (SMFP).
Consequently, there are no need determinations or policies in the 2007 SMFP
that are applicable to this project. Therefore, this criterion is not applicable.




WakeMed Brier Creek Healthplex
J-8016-07

(11)  Repealed effective July 1, 1987.

(12)  Applications involving construction shall demonstrate that the cost, design, and
means of construction proposed represent the most reasonable alternative, and
that the construction project will not unduly increase the costs of providing

“health services by the person proposing the construction project or the costs and
charges to the public of providing health services by other persons, and that
applicable energy saving features have been incorporated into the construction
plans. :

NC

The applicants propose to construct 24,257 square feet of new space for the
expansion of the emergency department and development of other diagnostic
services. Attachment 19 of the application contains a certified cost estimate
signed by Richard Beale, AIA, and BBH Design, which states the anticipated
construction costs for the project are $11,380,478 and the anticipated “soft
costs” are $23,311,855, for a total project budget of $34,692,333. The total
project budget is consistent with the applicants’ projection of a total capital
cost of $34,692,333. In Section XI.7, page 137 of the application, the
applicants describe the methods that will be used to maintain efficient energy
operations. However, the proposed design of the facility in Exhibit 25
includes a “Bone” room which appears to be for provision of bone
densitometry services. However, the applicant does not state in the narrative
of the application that these services will be provided. In addition, a second
mammography room is shown while the equipment list indicates only one
mammography unit to be purchased. Also, a radiology/fluoroscopy room is
proposed but no equipment is identified to be acquired for this room.
Consequently, the design is not the most reasonable alternative for the
services proposed by the applicant. Therefore, the application is not
conforming to this criterion.

(13) The applicants shall demonstrate the contribution of the proposed service in
meeting the health-related needs of the elderly and of members of medically
underserved groups, such as medically indigent or low income persons,
Medicaid and Medicare recipients, racial and ethnic minorities, women, and
handicapped persons, which have traditionally experienced difficulties in
obtaining equal access to the proposed services, particulatly those needs
identified in the State Health Plan'as deserving of priority. For the purpose of
determining the extent to which the proposed service will be accessible, the
applicants shall show:

(a) The extent to which medically underserved populations currently use
the applicant’s existing services in comparison to the percentage of -

Pagel8.
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NC Division of Health Service Regulation

Certificate of Need Section

Letters of Support Submitted for
Certificate of Need Applications

To: Interested Parties
From: Lee B. Hoffman, Chief, CON Section
Date: July 10, 2003

The purpose of this memorandum is to clarify procedures relative
to acceptance of letters of support for a project after the
application has been filed to assure conformance with the
Certificate of Need law and administrative rules regarding the
written comment period and amendments to the application.

From this date forward, any letters of support or petitions for a
project must be received by the CON Section no later than the
last day of the written comment period for the application. Any
letters or petitions received after that date, including letters and
petitions brought to the public hearing, will not be considered by
the agency in the review of the project. This procedure is
consistent with G.S. 131E-185(1) & which states, "Any person
may file written comments and exhibits concerning a proposal
under review with the department, not later than 30 days after
the date on which the application begins review." Additionally,
G.S. 131E-185(2) & states that at the public hearing "oral
arguments may be made regarding the application or applications
under review..." Therefore, the law provides for the public to
make oral comments at the public hearing. There is no provision
in the law allowing the submittal of written comments at the
hearing given that it is held more than 30 days after the review
begins. However, a speaker may provide the agency a transcript
of his/her oral remarks made at the hearing in accordance with
G.S. 131E-185(2) # which states "any person may submit a
written synopsis or verbatim statement that contains the oral
presentation made at the hearing." In addition, an applicant may
submit a written response or rebuttal to the written comments
made on its application, to the Certificate of Need Section at the
public hearing. '

http://www.dhhs.state.nc.us/dhsr/coneed/support.html 3/16/2010




NC DHSR CON: Letters of Support Submitted for Certificate of Need Applications Page 2 of 2

As has always been the case, please note that nothing contained
in oral or written comments can be used to amend (i.e. revise,
change or supplement) the application filed with the Certificate of
Need Section. Specifically, 10A NCAC 14C .0204 & states, "An
applicant may not amend an application. Responding to a request
for additional information made by the agency after the review
has commenced is not an amendment." Therefore, the application
cannot be amended with information contained in any letters or
materials received during the written comment period or at the
public hearing, even if the applicant states in the application that
such letters will be submitted. Consequently, all information the
applicant intends to rely on to demonstrate conformance of the
application with the review criteria must be provided by the
applicant in its application when first submitted to the agency.

If you have any questions regarding this matter, please submit
them in writing to Lee Hoffman, Certificate of Need Section, to
assist the agency in making consistent responses to all inquiries.

@ Denotes link to site outside of N.C. DHSR.

This page was last modified on May 27, 2008.

Divisionbf Health Service Regulation

http://www,dhhs.state.nc.us/dhsr/coneed/support.html | 3/16/2010
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ATTACHMENT - REQUIRED STATE AGENCY FINDINGS

DECISION DATE:

TEAM LEADER:
CHIEF:

PROJECT L.D. NUMBERS:

FINDINGS
C = Conforming
CA = Conditional
NC = Nonconforming
NA = Not Applicable

March 28, 2008

Martha J. Frisone
Lee B. Hoffman

G-7991-07/ North Carolina Baptist Hospital/ Add 26 new acute
care beds for a total of 815 acute care beds upon project
completion/ Forsyth County

G-7995-07/ Novant Health, Inc. and Forsyth Memorial
Hospital, Inc. d/b/a Forsyth Medical Center/ Add 26 new acute
care beds for a total of 816 acute care beds upon completion of
this project and Project LD. #G-7604-06 (develop 39 new acute
care beds and relocate 11 existing acute care beds from FMC to
establish a satellite campus of FMC in Kernersville)/ Forsyth
County

REVIEW CRITERIA FOR NEW INSTITUTIONAL HEALTH SERVICES

'G.S. 131E-183(a) The Departméht shall review all applications utilizing the criteria outlined in this |
subsection and shall determine that an application is either consistent with or not in conflict with
these criteria before a certificate of need for the proposed project shall be issued.

6)) The proposed project shall be consistent with applicable policies and need
determinations in the State Medical Facilities Plan, the need determination of which
constitutes a determinative limitation on the provision of any health service, health
service facility, health service facility beds, d1a1y51s stations, operating rooms, or
home health offices that may be approved

C—Both Applications

The 2007 State Medical Facilities Plan (2007 SMFP) includes a
methodology for determining the need for additional acute care beds
in North Carolina by service area. Application of the need

" methodology in the 2007 SMFP identified a need for 26 additional
acute care beds in Forsyth County. The 2007 SMFP states:




2007 Forsyth County Acute Care Bed Review
Project LD. #s G-7991-07 & G-7995-07
Page 45

COMPARATIVE ANALYSIS

Pursuant to N.C. Gen. Stat. §131E-183(a)(1), no more than 26 new acute care beds may be approved in this
review for Forsyth County. Because the two applicants who propose to develop new acute care beds
collectively propose 52 new acute care beds, both applications cannot be approved as proposed. Therefore,
after considering all of the information in each application and reviewing each application individually
against all applicable review criteria, the Project Analyst also conducted a comparative analysis of the
proposals to decide which proposal should be approved. For the reasons set forth below and in the rest of
the findings both applications are conditionally approved, but the application submitted by FMC, Project
LD. #G-7995-07, is approved to develop only 13 acute care beds and the application submitted by Baptist,
Project LD. #G-7991-07, is approved to develop only 13 acute care beds.

Ge‘ographic Access

The following table identiﬁes the existing acute care hospitals in Forsyth County.

PROVIDER CITY # oF EXIST]NG AND APPROVED ACUTE CARE BEDS'
North Carolina Baptist Hospital ~ Winston-Salem . 789
Forsyth Medical Center , Winston-Salem 790
Medical Park Hospital Winston-Salem _ 22
Total ' 1,601

As shown in the table above, all three hospitals are located in Winston-Salem. Baptist and FMC both
propose to add 26 acute care beds to their existing hospitals, which are located approximately 3.8 miles
from each other. Neither applicant proposes to expand geographic access to acute care services in Forsyth
County by developing acute care services in a new location within the county. Therefore, because both
applicants propose to locate the additional acute care beds at their existing hospltals in Forsyth County, the
two applications are comparable with regard to geographic access.

Inpatient Charges

In Section X.2 of the application, Baptist and FMC provided the projected daily charge for room and
board and the total charge per inpatient day for the first three years of the proposed project. For Baptist,
the first three project years are projected to be FY 2009 — FY 2011. For FMC, the first three project
years are projected to be FY 2010 -FY 2012.

.DAILY ROOM AND BOARD CHARGES

BAPTIST - . FMC
OPERATING YEAR DAILY ROOM OPERATING YEAR | DAILY RooM &
&BOARD CHARGE, v BOARD CHARGE
2009 $924 - 2009 . NA
2010 $979 2010 $389
2011 $1,038 2011 ~ $406
2012 NA 2012 : $425
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ATTACHMENT - REQUIRED STATES AGENCY FINDINGS

DECISION DATE:
FINDINGS DATE:

PROJECT ANALYST:
ASSISTANT CHIEF:

PROJECT I.D. NUMBER:

C = Conforming -
CA = Conditional
NC = Nonconforming
NA = Not Applicable

January 28, 2009
January 30, 2009

Michael J. McKillip
Craig R. Smith

J-8169-08/Rex -Hospital, Inc/Add 41 acute care beds at Rex
Hospital/Wake County

J-8170-08/Orthopaedic -Surgery Center of Raleigh, LLC and Group I
Ventures ASC LLC and ASC JV LLC and Rex Orthopedic Ventures, LLC
and Rex Hospital, Inc./Construct an ambulatory surgical facility with four

. surgical operating rooms/Wake County

J-8177-08/Blue Ridge Day Surgery Center, L.P. d/b/a Blue Ridge Surgery .
Center and Surgical Care Affiliates, LLC/Add two surgical operating
rooms to an existing ambulatory surgical facility/Wake County

J-8179-08/WakeMed & WakeMed Property Services/Add two shared
surgical operating rooms at WakeMed North Healthplex/Wake County

J-8180-08/WakeMed & WakeMed Property Services/Add 41 acute care
beds at WakeMed North Healthplex/Wake County

J-8181-08/WakeMed/Add tWo shared surgical operating rooms at
WakeMed Cary Hospital/Wake County

J-8182-08/Southern Surgical Center, LL.C and Southern Surgical Building,
LLC/Construct an ambulatory surgical facility with four surgical operating
rooms and one minor procedure room/Wake County

J-8190-08/Holly Springs Hospital, LLC and Novant Health, Inc./Construct
a new hospital with 41 acute care beds and four surgical operating
rooms/Wake County

REVIEW CRITERIA FOR NEW INSTITUTIONAL HEALTH SERVICES




200 Acute Care Beds and ORs
- Wake County 2008

COMPARATIVE ANALYSIS

Pursuant to N.C. General Statute' 131E-183(a)(1) and the 2008 SMFP, no more than four operating
-rooms may be approved for Wake County. Because the six applications in this review propose a
total of eighteen operating rooms, all of the applications cannot be approved. Therefore, after
considering all of the information in each application and reviewing each application individually
against all applicable review criteria, the analyst conducted a comparative analysis of the proposals
to decide which proposal should be approved. For the reasons set forth below and in the rest of the

findings, the application submitted by OSCR, Project 1LD. # J-8170-08, is approved and the other
applications are denied. '

Geographic Accessibility

The 2008 SMFP identifies a need for four operatihg rooms for Wake County. The following table
- identifies the location of the existing and approved operating rooms in Wake County.

ge Surgery Center M entral aleigh
Duke Raleigh Hospital - MS Central . Raleigh
Raleigh Plastic Surgery SS Central Raleigh
Raleigh Women’s Health SS Central Raleigh
Southern Eye Associates ' SS Central Raleigh
Rex Healthcare of Wakefield ** MS Northern | N. Raleigh
Rex Hospital MS Central Raleigh
Rex Surgery Center of Cary . MS - Southwestern . Cary
WakeMed Apex Day Surgery** MS Southwestern Apex
WakeMed Cary Hospital MS Southwestern Cary
WakeMed North Healthplex MS ___Northern . N. Raleigh
WakeMed Raleigh Campus MS Central Raleigh

*MS = Multi-specialty; SS = Single-specialty. -
**Approved by the Certificate of Need Section, but not currently operational.

In this review, three of the applicants propose to locate additional operating rooms at existing
surgical facilities or hospitals: WakeMed North-OR proposes to locate two additional operating
rooms at WakeMed North Healthplex, WakeMed Cary-OR proposes to locate two additional
operating rooms.at WakeMed Cary Hospital, and BRSC proposes to locate two additional operating
rooms at the Blue Ridge Surgery Center. Two of the applicants propose to locate the operating
rooms in new orthopedic ambulatory surgical facilities: OSCR proposes to develop a new
ambulatory surgical facility at to be located at the intersection of Edward Mills Road and Macon
Pond Road in Raleigh, and SSC proposes to develop a new ambulatory surgical facility on
Meadow Wood Boulevard in Raleigh. However, the proposed OSCR site is located less than one
mile and approximately two minutes driving time from Rex Hospital, and the proposed SSC site is




201 Acute Care Beds and ORs
' Wake County 2008

located approximately 1.5 miles and 3 minutes driving time from Duke Raleigh Hospital. HSH
proposes to locate the operating rooms in a new hospital to be constructed at 1936 Ralph Stevens
Road in Holly Springs in southern Wake County. - The proposed Holly Springs site is loeated
approximately 11 miles and 13 minutes driving time from WakeMed Cary Hospital. Therefore,
with regard to improving geographic access to the proposed services, the HSH application is
determined to be more effective than the other applications in this review.

Demonstration of Need

OSCR, WakeMed North-OR, WakeMed Cary-OR, and SSC adequately demonstrated that the
number of surgical cases they projected to perform is reasonable and adequately demonstrated the
need the population it proposes to serve has for the proposed operating rooms. BRSC and HSH did
not adequately demonstrate the need the population they propose to serve has for the proposed
operating rooms. See Criterion (3) and 10A NCAC 14C .2103(b) for discussion.

Financial Feasibility

OSCR, WakeMed North-OR, WakeMed Cary-OR, and SSC adequately demonstrated that the
financial feasibility of the proposed project is based upon reasonable projections.of costs and
revenues. See Criterion (5) for discussion. BRSC and HSH failed to adequately demonstrate that

the financial feasibility of the proposed pI'OJ ect is based upon reasonable projections of costs and ‘

revenues. See Criterion (5) for discussion.
Coordination with Existing Health Care System .

OSCR, BRSC, WakeMed North-OR, WakeMed Cary-OR, and SSC adequately demonstrated that
the project will be coordinated with the existing healthcare system. HSH did not adequately
demonstrate that the project will be coordinated with the ex1st1ng healthcare system. See Criterion
(8) for discussion.

Access by Underserved Groups
The following table illustrates each application’s projected percentage -of surgical services to be

provided to Medicaid and Medicare recipients in the second year following completion of the
project, as stated by the applicants in Section VI.14 of the applications.




