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Comments in Opposition from Cape Fear Valley Health System, Inc.
Regarding FirstHealth of the Carolinas, Inc.
Certificate of Need Application (Project L.D. # N- 8497-10)
Submitted April 15, 2010 for May 1, 2010 Review Cycle

1. Introduction

In accordance with N.C.G.S. Section 131E-185(al)(1), Cape Fear Valley Health System, Inc.,
submits the following comments regarding the April 15, 2010 Certificate of Need Application
Project ID. # N-8497-10 submitted for the May 1, 2010 review cycle by FirstHealth of the
Carolinas, Inc.

The following three CON Applications were submitted under Certificate of Need Review
Category J for “any new institutional health service, as defined in N.C.G.S. 131E-176(16), that is
proposed to be developed or offered in Hoke County, with the exception of proposal in Category
DorI”:

o N-8494-10: Surgery Center of Hoke, LLC and FirstHealth of the Carolinas, Inc. to
develop an ambulatory surgery center with two ambulatory surgery operating rooms
relocated from the Surgery Center of Pinehurst in Moore County; total project cost is
$4,879,695 (2010 Surgery Center of Hoke Application)

e N-8497-10: FirstHealth of the Carolinas, Inc. (FirstHealth) to develop an acute care
hospital, FirstHealth Community Hospital (FirstHealth-Hoke), with 8 licensed acute care
beds and one operating room relocated from FirstHealth Moore Regional Hospital
(FirstHealth-Moore), 4 observation beds, 8 emergency treatment rooms; total project cost
is $34,838,503 (2010 FirstHealth Application)'

e N-8499-10: Hoke Healthcare, LLC to develop Hoke Community Medical Center
consisting of 41 licensed acute care beds, 7 medical surgical observation beds, 2
obstetrical observation beds, an emergency department, 2 shared surgical operating
rooms, all necessary inpatient and outpatient ancillary programs, and customary support
services; total project cost is $92,269,192 (Hoke Community Medical Center
Application)

Please note that FirstHealth states in the Executive Summary for the project “[i]f the Agency
approves FirstHealth’s 2010 CON application for a Hoke County hospital, FirstHealth will
relinquish the approved 2009 CON, Project ID # N-8354-09.”

Please also note that the 2010 FirstHealth Application proj eéts an operation date of October 2012
(FY 2013), which is one year later than the 2009 FirstHealth Application.

Separate comments were submitted for N-8494-10: Surgery Center of Hoke, LLC and
FirstHealth of the Carolinas, Inc.

! The proposed FirstHealth-Hoke also includes a new CT scanner, new x-ray equipment, and other ancillary
inpatient and outpatient services required in a community hospital.
> CON Application, N-8497-10 at Executive Summary



II. Chronology of Important Events

The following is a summary of important events that occurred before, during, and after the
‘submission of the two CON Applications under Certificate of Need Review Category J for “any
new institutional health service, as defined in N.C.G.S. 131E-176(16), that is proposed to be
developed or offered in Hoke County, with the exception of proposal in Category D or I”:

June 15, 2009

The following two CON Applications were submitted to the CON Section:

e M-8353-09: Cape Fear Valley West, a satellite hospital in Cumberland County at a site
on the Cumberland-Hoke border, with 41 acute care beds relocated from Cape Fear
Valley Medical Center, two operating rooms, one relocated from CFVMC and the other
from Highsmith-Rainey Hospital, and 9 observation beds (Cape Fear Valley West
Application)

e N-8354-09: FirstHealth Hoke County Hospital, an acute care hospital with 8 acute care
beds, one operating room, and one MRI scanner, all relocated from FirstHealth Moore
Regional Hospital (2009 FirstHealth Application)

The CON Section deemed to be competitive the Cape Fear Valley West Application and the
2009 FirstHealth Application.

July 6, 2009

Cape Fear Valley Health System (CFVHS) submitted a Petition to the Medical Facilities
Planning Section requesting the following specific adjustments be made to the Proposed 2010
SMFP: '

o Designating Hoke and Cumberland Counties as one multi-county service area for acute
care beds, operating rooms, and MRI, as a result of updated data used to define service
areas in accordance with Step 1 of the Acute Care Bed and operating Room Need
Methodologies

e Designating Moore County as a single county service area for acute care beds, operating
rooms, and MRI, as a result of updated data.

August 17, 2009

CON Application N-8393-09, Surgery Center of Hoke, LLC, an ambulatory surgery center with
two ambulatory surgery operating rooms relocated from Surgery Center of Pinehurst in Moore
County (2009 Surgery Center of Hoke Application) was submitted to the CON Section for
review.




October 9, 2009

The State Health Coordinating Council (SHCC) denied CFVHS’s Petition, and instead adopted
the following for inclusion in the 2010 SMFP:

e Hoke County was assigned to Moore and Cumberland Counties, respectively. This
change results in eight two-county service areas:

Cumberland-Hoke Multi-county Acute Care Bed Service Area

Cumberland-Hoke Multi-county Operating Room Service Area

Moore-Hoke Multi-county Acute Care Bed Service Area

Moore-Hoke Multi-county Operating Room Service Area

Cumberland-Hoke Multi-county Cardiac Catheterization Service Area

Cumberland-Hoke Multi-county MRI Service Area

Moore-Hoke Multi-county Cardiac Catheterization Service Area

Moore-Hoke Multi-county MRI Service Area

0O O O OO0 0 O0

e When determining need for operating rooms, Hoke County’s population growth was
assigned as follows™: ‘

o Cumberland County was assigned the proportion of Hoke County’s population
growth equal to the proportion of Hoke County residents receiving surgical services
in Cumberland County in 2008. In 2008, of all Hoke County residents receiving
surgical services, 45.72 percent received surgical services in Cumberland County.

o Moore County was assigned the proportion of Hoke County’s population growth
equal to the proportion of Hoke County residents receiving surgical services in Moore
County in 2008. In 2008, of all Hoke County residents receiving surgical services,
40.48 percent received surgical services in Moore County.

The SHCC also established a “35% decision rule” under which patient origin, at or above a
‘threshold of 35% will determine composition of a Multi-county Service Area containing Hoke
County. '

November 25, 2009

The CON Section conditionally approved Project 1.D. #M-8353-09 Cape Fear Valley West and
Project I.D. #N-8354-09 FirstHealth Hoke County Hospital. The CON Section’s decisions on
the two Applications were appealed.

January 28, 2010

The CON Section denied Project I.D. # N-8393-09 Surgery Center of Hoke. The CON
Section’s decision on the Application was appealed by FirstHealth. CFVHS and Surgical Care
Affiliates also have intervened in the case.

* Surgical patient origin data for 2008 from the 2009 License Renewal Applications was used to determine the
proportion of Hoke County residents receiving services in Cumberland and Moore Counties.




April 14, 2010

The Acute Care Services Committee approved a Recommendation for an amendment to Policy
GEN-2 to define that the point at which a county in a Multi-county Service Area becomes Single
County Acute Care Service Area or a Single County Operating Room Service Area is licensure
of a facility (acute care hospital or ambulatory surgery center) in that county.

April 15, 2010

The following three Applications were submitted to CON;;

o N-8494-10: Surgery Center of Hoke, LLC and FirstHealth of the Carolinas, Inc. to
develop an ambulatory surgery center with two ambulatory surgery operating rooms
relocated from the Surgery Center of Pinehurst in Moore County.

* N-8497-10: FirstHealth of the Carolinas, Inc. (FirstHealth) to develop an acute care
hospital, FirstHealth Community Hospital (FirstHealth-Hoke), with 8 licensed acute care
beds and one operating room relocated from FirstHealth Moore Regional Hospital
(FirstHealth-Moore), 4 observation beds, 8 emergency treatment rooms.

o N-8499-10: Hoke Healthcare, LLC to develop Hoke Community Medical Center
consisting of 41 licensed acute care beds, 7 medical surgical observation beds, 2
obstetrical observation beds, an emergency department, 2 shared surgical operating
rooms, all necessary inpatient and outpatient ancillary programs, and customary support
services. -

III. General Comments

Project LD. # N- 8497-10 (FirstHealth Application) submitted for the May 1, 2010 review cycle
by FirstHealth of the Carolinas, Inc. (FirstHealth) proposes to develop an acute care hospital,
FirstHealth Community Hospital (FirstHealth-Hoke), with eight acute care beds and one
operating room, all relocated from FirstHealth Moore Regional Hospital (FirstHealth-Moore), for
a total project cost of $34,138,515. The proposed FirstHealth-Hoke also includes a new CT
scanner, new x-ray equipment, and other ancillary inpatient and outpatient services required in a
community hospital.

FirstHealth Hoke Community Hospital (FirstHealth-Hoke) is not a JSinancially feasible
project. According to Proforma B on page 324 of the FirstHealth Application, the proposed
hospital will experience negative net income in the first three years of operation as shown in the
following table.

FirstHealth Hoke Community Hospital — Net Income

Project Year 1. | Project Year 2 FY Project Year 3

FY 2012 2013 FY 2014
Net Patient Revenue S 13,876,316 $ 15,354,348 S 16,924,645
Expenses Including Depreciation S 13,315,521 S 14,452,929 $ 15,257,962
Net Income : $ (641,831) S (988,664) S (223,402)

Source: ProForma B, page 324 of FirstHealth Application




FirstHealth does not discuss the impact of the negative net income on FirstHealth’s overall
financial health. In fact, FirstHealth fails to include a ProForma Balance sheet for FirstHealth of
the Carolinas, Inc., and it’s the legal applicant for the proposed project. Therefore, the project
cannot be found financially feasible. : .

The proposed FirstHealth-Hoke does not meet the needs of the community. As a result of the
Federal Base Realignment and Closure Plan developed in 2005 (BRAC), Hoke County has been
the fastest growing county in central North Carolina. The population growth in Hoke County has
been in the eastern area of the County adjacent to Cumberland County. As a result, in FY 2008
and in FY 2009 Cumberland County hospitals provided more inpatient days of care to Hoke
County residents than Moore County providers as reflected in the Hoke Community Medical
Center CON Application and the following table.

Hoke County Market Share Acute Care Inpatient Days

:kFisc:alikYéar' j . % D

2005 4,892 37.66% 6,111 47.04% 1,988 . 12,991
2006 5,643 39.91% 6,304 44.58% 2,194 15.52% 14,141
2007 5,451 39.31% 5,992 43.22% 2,422 17.47% 13,865
2008 6,438 44.85% 5,578 38.86% 2,339 16.29% 14,355
2009 6,274 42.60% 5,984 40.63% 2,471 16.78% 14,729

Source: Thomson; Excludes LTACHs, Rehab, Psych and Normal Newborns

The military population at Fort Bragg has increased dramatically and, as a result, the civilian
population has grown. The population growth in Hoke County is a result of the growth
associated with Fort Bragg; young military families in their first homes and other families
choosing to live in Hoke County.

"Hoke County residents need a full service community hospital which will deliver babies, make
possible numerous inpatient admissions, have multiple surgical operating rooms that allow for
scheduled inpatient surgeries, in addition to providing emergency services and outpatient care.

The proposed FirstHealth-Hoke is in reality an expensive emergency room with outpatient
diagnostic imaging services and only one operating room. ‘

The relocation of 8 acute care beds from FirstHealth-Moore to FirstHealth-Hoke is based upon
the FirstHealth calculated surplus of beds at FirstHealth-Moore, not the need for acute care
services for residents of Hoke County. The needs of Hoke County residents will not be met by
the proposed FirstHealth-Hoke. It is clear that FirstHealth-Hoke has simply tried to justify a case
for using what FirstHealth-Moore has determined to be leftover acute care beds and one
operating room, not at all based upon what is needed in Hoke County.

As specified in the FirstHealth Application on page 199, “Direct inpatient admissions are not
projected in the CON application and are not planned until the hospital is established and the
Medical Staff increases in number [Emphasis added].” The projections, however, reflect 8 beds




as needed for emergency patients. Therefore, there will be no capacity for present or future
direct inpatient admissions.

‘The only medical staff included for the proposed FirstHealth-Hoke are hospitalists, emergency
room physicians, surgeons, and ancillary medical providers such as radiologists, pathologists,
and anesthesiologists. Local surgeons and physicians will not be allowed to admit patients to
FirstHealth-Hoke. If their patients are admitted through the ED, “FirstHealth proposes to
strengthen the patient/physician relationship by allowing the local primary care physician to
participate in the patients care through having access to patient dlagnostlc tests and input in
treatment and discharge planning [emphasis added].”

The population of Hoke County needs a much larger hospital with more than eight acute care
beds and more than one operating room. The following table reflects total acute care bed need
for residents of Hoke County based upon population projections from the North Carolina Office
of State Demographics, a three year average acute hospital admission rate for residents of Hoke
County, and a three year average length of stay for residents of Hoke County.

HCMC reviewed historical acute care utilization for residents of Hoke County using the North
‘Carolina Inpatient Database complied annually by Thomson Reuters. Based upon historical
utilization from 2007 through 2009 HCMC calculated a three year inpatient admission use rate
for Hoke County residents. Using the three year average use rate total Hoke County admissions
were calculated as reflected in the following table. Patient days were calculated based upon the
three year average length of stay for Hoke County residents. Total projected acute care bed need
for the residents of Hoke County exceeds 70 acute care beds as reflected in the following table.

However, all inpatients are not clinically appropriate for care in a community hospltal setting.
For example, HCMC will not provide cardiac surgery or other tertiary level services currently
provided at CFVMC. Therefore, HCMC adjusted the total bed need assuming 65% of all cases
were clinically appropriate cases® for a community hospital setting.

* The 65% assumption is consistent with the Agency analysis completed in the FMC-Clemmons Community
Hospital decision, Project LD, G-#8165-08.




Hoke County Bed Need Analysis

__HokeCounty | 2009 | 2

Population 45,591 47,912 49,071 51,391

Use Rate - Hoke

County Three Yr ,

Average 69.91 69.91 69.91 69.91 69.91 6991 69.91 69.91

Projected Cases 3,187 3,268 3,350 3,431 3,512' 3,593 3,674 3,755

ALOS 4.63 4.63 4.63 4.63 4.63 4.63 4.63 4.63

Total Projected

Days 14,760 15,135 15,511 15,887 16,262 16,638 17,013 17,389

ADC 40 41 42 44 45 46 47 48

Occupancy Rate 66.7% 66.7% 66.7% 66.7% 66.7% 66.7% 66.7% 66.7%

Beds Needed 61 62 64 65 67 68 70 71

Acuity Adjusted 65% 65% 65% 65% 65% 65% 65% 65%

Projected Days 9,594 9,838 10,082 10,326 10,571 10,814 11,059 11,303

ADC 26.3 27.0 27.6 28.3 29.0 29.6 30.3 31.0
|Occupancy Rate 66.7% 66.7% 66.7% 66.7% 66.7% 66.7% 66.7% 66.7%

Beds Needed '

Hoke County

Population 39 40 41 42 43 44 45 46

Source: HCMC CON Application Exhibit 30, Table 18

As shown in the previous table, the population of Hoke County is projected to increase to nearly
54,000 by 2016. It should be noted that the population data utilized in this analysis is from the
NC Office of State Budget and Management and does not include any adjustment in the
projections for the impact of BRAC. Based upon historical utilization statistics the Hoke County
population will be sufficient to'support 46 acute care inpatient beds in a community hospital
setting in 2016.

The above table reflects 100% of projected inpatient days and acute care beds needed to serve
residents of Hoke County through 2014 assuming no community hospital is built. The projected
population of Hoke County in 2014, the third year of operation of the proposed FirstHealth-
Hoke, will be sufficient to support 71 acute care beds when planned at target occupancy of
66.7%.

The needs of Hoke County residents will not be met by FirstHealth. It is clear that FirstHealth-
Hoke is based upon FirstHealth-Moore’s leftovers and not at all based upon what is needed in
Hoke County.

In stark contrast, the proposed Hoke Community Medical Center, Project I.D.# N-8499-10 will
provide residents of Hoke County with a full service hospital with 41 acute care beds, two ORs,
and 9 observation rooms.

FirstHealth Moore Regional Hospital is listed as the applicant not FirstHealth Hoke
Community Hospital. Tn response to Section I. Question 1. FirstHealth of the Carolinas, Inc.
d/b/a FirstHealth Moore Regional Hospital is listed as the applicant. FirstHealth-Hoke should be
the applicant, not FirstHealth-Moore.




IV. CON Review Criteria

The following comments are submitted based upon the CON Review Criteria found at G.S.131E-
183. While some issues impact multiple Criteria, they are discussed under the most relevant
review Criteria and referenced in others to which they apply.

G.S. 131E-183 (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.

As discussed below in detail, the proposed project is non-conforming to Policy Gen-3: Basic
Principles, Policy AC-5 — Replacement of Acute Care Bed Capacity, and basic assumptions
included in the Acute Care Bed Need Methodology and the Operating Room Need Methodology.

A. Policy Gen-3 - Basic Principles

FirstHealth failed to adequately demonstrate the need for the project, and therefore failed to
document how its projected volumes incorporate the Basic Principles in the 2010 SMFP.
FirstHealth also is selectively choosing patients with a preferential payor mix and as a result,
fails to provide access to underserved populations. Consequently, the 2010 FirstHealth
Application is not conforming to Policy Gen-3 and does not conform to Criterion (1). Please see
also a discussion in the context of Criterion (3).

B. Policy AC-5 - Replacement of Acute Care Bed Capacity

Projected utilization in the 2010 FirstHealth Application for FirstHealth-Moore is significantly
overstated. As a result, the proposal does not project future utilization of total acute care beds at
FirstHealth-Moore at 75.2% utilization. The combined utilization of acute care beds at
FirstHealth-Hoke and FirstHealth-Moore does not exceed 75.2% as required by Policy AC-5.
Consequently, the 2010 FirstHealth Application is not conforming to Policy AC-5, and does not
conform to Criterion (1). Please see also a discussion in the context of Criterion (3).

C. Acute Care Need Bed Need Methodology — Data and
Projected Need - Results in Surplus Acute Care Beds

The projections included in the 2010 FirstHealth Application for FirstHealth-Moore are
significantly overstated. Baseline data utilized in the projections is inconsistent with data
included in the 2010 SMFP and the Proposed 2011 SMFP. As aresult, the proposed project
does not project future utilization of total acute care beds at FirstHealth-Moore at 75.2%
utilization as required in the Acute Care Bed Need Methodology. The combined utilization of
acute care beds at FirstHealth-Hoke and FirstHealth-Moore reflects a surplus of acute care beds.




Therefore, the 2010 FirstHealth Application is non-conforming to Criterion (1). Please see also a
discussion in the context of Criterion (3).

‘D. Operating Room Need Methodology Results in Surplus of
Operating Rooms

Surgical volume is overstated in the 2010 FirstHealth Application. As a result, projected
utilization fails to justify FirstHealth’s total operating rooms in Moore and Hoke Counties.
There is a surplus of operating rooms based upon the Operating Room Need Methodology in the
2010 SMFP, and the methodology utilized by FirstHealth to project volume at FirstHealth-
Moore and FirstHealth-Hoke. Therefore, the 2010 FirstHealth Application is non-conforming to
Criterion (1). Please see also a discussion in the context of Criterion (3).

G.S. 131E-183 (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.

The proposed project is non-conforming to Criterion (3) because it understates the need that
residents of Hoke County have for acute care services, overstates the need for emergency
services, and overstates the need for acute care services at FirstHealth-Moore. Furthermore,
FirstHealth has chosen patlents with a preferential payor mix by choosing not to provide
obstetrical services.

A. FirstHealth Fails to Meet the Needs of the Underserved

FirstHealth-Hoke made no changes to the proposed project from the CON Application submitted
in 2009. A copy of the Comments in Opposition submitted relative to this issue in the 2009
Application are included in Attachment 1. Comments made are still relevant to this Application.

Most babies delivered to Hoke County mothers are Medicaid patients and self-pay. The majority -
of patients admitted with medical problems have Medicare and Medicaid. Reimbursement from
Medicare and Medicaid is significantly lower for medical patients than surgical patients.
Therefore, by deciding not to provide inpatient medical admissions and deliver babies at
FirstHealth-Hoke, FirstHealth will not provide needed services to underserved populations in
Hoke County. As a consequence, the 2010 FirstHealth Application fails to meet the needs of the
underserved populations in Hoke County, particularly pregnant women.

Please see additional discussion regarding the proposed payor mix and the impact on the
underserved in the context of Criterion (13) and in Attachment 1.




B. FirstHealth Overstated Acute Care Patient Days at
FirstHealth-Hoke

1.  FirstHealth uses unreasonable increases in the Emergency
Visit Use Rate for Hoke County residents

FirstHealth projects inpatient days based upon emergency visits for FirstHealth-Hoke.
Emergency volume for FirstHealth-Hoke is projected using a use rate methodology. FirstHealth
increased the Hoke County emergency room use rate by 14.5% from FY 2008 to FY 2015 as
reflected on page 202. Hoke County population during that timeframe is projected to increase
26.7% (including BRAC Impact), as shown on pages 203 and 204. As a result, total projected
.emergency visits for Hoke County residents on pages 203 and 204 reflects the compounded
growth of the combined population and the emergency room use rate, resulting in a 41.2 %
increase in emergency room utilization through FY 2015.

FirstHealth utilized Thomson Reuters 2008 and 2009 emergency visit utilization rate data to
inflate future emergency visit use rates. Changes in North Carolina use rates can be skewed by
urban emergency room utilization as reflected in the following two tables. Throughout the 2010
FirstHealth Application, FirstHealth compared health service utilization by Hoke County
residents to seven counties with comparable total population. A comparative review of
emergency visit growth in the seven counties identified by FirstHealth with comparable
populations reflects a much more conservative growth in emergency room utilization as reflected
in the following table.

Emergency Room Utilization — County with Comparable Population

County Hospital FY 2003 FY 2009 CAGR
Beaufort Beaufort County 20,793 23,006 1.7%
Beaufort Pungo 5,396 6,006 1.8%
Davie Davie 11,573 10,210 -2.1%
McDowell The McDowell 15,898 20,771 4.6%
Pasquotank Albemarle 28,831 33,368 2.5%
Richmond FH Richmond 17,226 - 27,387 1.1%
Vance Maria Parham 31,157 . 33,207 -0.8%
Watauga Blowing Rock 1,545 1,475 4.6%
Watauga Watauga 15,964 20,907 0.5%
Total Emergency
Visits 148,383 176,337 2.5%

Source: FirstHealth Application, page 145; Annual LRAs

As shown in the above table, emergency visits increased only 2.9% annually from FY 2003
through FY 2009 in counties identified by FirstHealth for comparative purposes with similar
population bases.

The following table reflects the growth in emergency room utilization in hospitals located in
large urban markets during the same timeframe.
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Urban County Emergency Visit Growth

County FY 2003 FY 2009 CAGR
Cumberland 89,016 118,290 4.9%
Durham 107,526 127,535 2.9%
Forsyth 138,245 199,086 6.3%
Guilford 182,363 194,478 1.1%
Mecklenburg 332,430 444,967 5.0%
Orange 42,243 65,954 7.7%
pitt 63,384 96,890 7.3%
Wake 179,301 306,712 9.4%

Total Emergency Visits 1,134,508 1,553,912 5.4%
Source: Annual LRAs .

As shown in the previous table, emergency utilization increased 5.4% annually from FY 2003
through FY 2009 in counties with large population bases. Therefore, it is unreasonable to use an
annual inflation rate for Hoke County emergency room use, which is based upon the increase in
the statewide emergency room use rate, which is skewed by higher growth in urban emergency
room utilization from FY 2003 to FY 2009.

FirstHealth utilized county level comparative analysis throughout the Application, except in
determining an appropriate emergency visit growth rate. Had FirstHealth used a 2.9% CAGR in
emergency room Vvisits in the seven counties with comparable populations, to project emergency
visits for Hoke County residents, significantly lower projected emergency visits for Hoke County
result, as shown in the following table.

Hoke County Population — Adjusted Total Emergency Visits Based Upon the Growth
Emergency Utilization in Seven Comparable Counties

2008 2009 2010 2011 2012 2013 2014 2015
Adjusted Hoke
County ED Visits 10,148 11,341 11,672 12,013 12,363 12,724 13,095 | 13,478
Growth Rate 2.9% 2.9% 2.9% 2.9% 2.9% 2.9% 2.9% 2.9%
Hoke ED Visits —
FirstHealth
Application 13,893 14,307 | 14,726
Difference 1,169 1,212 1,249
Percent
Difference 9.2% 9.3% 9.3%

Source: 2010 FirstHealth Application, page 204; LRA data in previous table for growth rate

Adjusted 2015 emergency room visits in the previous table are 9.3% greater in Project Year 3
when the comparable counties ED growth rate is used to project future utilization. The 2.9%
growth rate reflects the increase in emergency utilization in a county and in population growth
rate. The population growth for the seven counties should be subtracted in order to determine
the actual increase in emergency utilization.
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Population Growth Rate

2003 - 2009
County FY 2003 FY 2009 CAGR
Beaufort 45,331 46,653 0.5%
Davie 37,061 41,668 - 2.0%
McDowell 42,964 45,134 0.8%
Pasquotank 36,353 41,649 2.3%
Richmond 46,171 46,901 0.3%
Vance . 43,561 43,538 0.0%
Watauga 43,080 45,888 1.1%
Total 294,521 311,431 0.9%

Source: NCOSBM
As shown in the previous table, the overall annual population growth for the seven comparative
‘counties was 0.9%. Subtracting the 0.9% overall annual population growth from the annual

increase in emergency visits results in a 2% annual increase in emergency room utilization.

Hoke County’s population growth rate, including BRAC impact, in the 2010 FirstHealth
Application was 3.6%, as reflected in the following table.

Hoke County Projected Population - Including BRAC Projected Growth

2008 2013 2014 2015 CAGR

Hoke County
Population : 44,538 53,974 55,133 56,293 3.6%
Source: 2010 FirstHealth Application, pages 203-204

The following table shows projected total Hoke County emergency visits in Project Year 3 using
the Hoke County population growth of 3.6%.

Hoke County Population — Adjusted Total Emergency Visits

: 2008 2009 2010 2011 2012 2013 2014 2015
Adjusted Hoke
ED Visits 10,148 11,341 11,747 12,167 12,602 13,053 13,520 | 14,003
Growth Rate 3.6% 3.6% 3.6% 3.6% 3.6% 3.6% 3.6% 3.6%
Hoke ED Visits — .
FirstHealth
Application 13,893 14,307 | 14,726
Difference 838 785 722
Percent )
Difference 6.4% 5.8% 5.2%

Source: 2010 FirstHealth Application, page 204; LRA data in previous table for growth rate
As shown in the above table, projected emergency visits for FirstHealth-Hoke at 14,726 were

overstated by 5.2% in the third year of operation. Projected emergency visit volume, based upon
‘reasonable assumptions, should have been 14,003. The projected utilization for FirstHealth-
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Hoke was based upon ratios applied to emergency room utilization, inpatient days, inpatient
surgery, inpatient and outpatient radiology, mobile MRI, CT, and all other volumes based upon
emergency room utilization are overstated by 5.2%.

2.  FirstHealth overstates average length of stay for ED
inpatient admissions

FirstHealth utilizes a 3.1 average length of stay for emergency room patients in need of
admission to the eight bed inpatient unit. This ALOS is based upon a sample of Hoke County
residents utilizing the FirstHealth-Moore emergency service over the last three years (FY 2007-
FY 2009). That sample represents Levels I through V emergency room visits to FirstHealth-
Moore. Level VI, the most serious patients treated at FirstHealth-Moore were not included
There is no discussion, however, about the appropriateness of Levels 1 through V for
FirstHealth-Hoke.

FirstHealth then assumes on page 215 that 50% of all emergency patients in need of inpatient
admission will be admitted to the 8-bed inpatient unit at FirstHealth-Hoke, and the remaining
50% will be held in the four observation beds, located on the inpatient unit, until they can be
transferred to either FirstHealth-Moore or CFVMC. While no discussion or documentation is
‘provided for this assumption, FirstHealth does state on page 215, this is “to accommodate the
projected ED Inpatients specifically those patients who may have higher acuities.” That is an
explicit acknowledgement that Levels 1 through V patients are not all appropriate for
FirstHealth-Hoke.

Further, FirstHealth does not adjust the ALOS for those more complex patients with longer LOS
who are transferred from FirstHealth-Hoke, and utilizes the 3.1 avéerage length of stay those less
acute patients at the low end of the continuum with lower than average LOS for patients
remaining at FirstHealth-Hoke. As a result, the patient days are overstated.

Nowhere better illustrated is FirstHealth’s desire to have it both ways than in its planned transfer
from FirstHealth-Hoke of 50% of emergency patients needing admission. FirstHealth proposes
an 8-bed emergency care hospital utilizing beds relocated from FirstHealth-Moore. In so doing,
it establishes the first hospital in Hoke County, while ensuring not to siphon off too much Hoke
County volumefrom the “mother-ship.” It knows full well, however, that an 8-bed emergency

-care hospital does not adequately meet the needs of Hoke County patients. Hoke County patients -

need an appropriately-sized community hospital such as the proposed Hoke Community Medical
Center, which is capable of accommodating all but those patients in need of tertiary care.

C. FirstHealth Understated Acute Care Bed Need at
FirstHealth-Hoke

As previously discussed, the proposed FirstHealth-Hoke does not meet the needs of the residents
of Hoke County. Every analysis of acute care bed need done for Hoke County, except
FirstHealth-Hoke’s analysis, establishes that the residents need more than the proposed eight
acute care beds and one operating room. The following table reflects a summary of the total
acute care bed need for the residents of Hoke County based upon population projections, a three
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year average acute hospital admission rate for residents of Hoke County, and a three year
average length of stay for residents of Hoke County.

Hoke County Bed Need Analysis

_ Hoke County 20

Population 45,591 46,751 47,912 49,071 50,232 51,391 52,551 53,712

Use Rate - Hoke :

County Three Yr .

Average 69.91 69.91 69.91 69.91 69.91 69.91 69.91 69.91

Projected Cases 3,187 3,268 3,350 3,431 3,512 3,593 3,674 3,755

ALOS 4.63 4.63 4.63 4.63 4.63 4.63 4.63 4.63

Total Projected

Days 14,760 15,135 15,511 15,887 16,262 16,638 17,013 17,389

ADC 40 41 42 44 45 46 47 48

Occupancy Rate 66.7% 66.7% 66.7% 66.7% 66.7% 66.7% 66.7% 66.7%

Beds Needed 61 62 64 65 67 68 70 71

Acuity Adjusted 65% 65% 65% 65% 65% 65% 65% 65%

Projected Days 9,594 9,838 10,082 10,326 10,571 10,814 11,059 11,303
labc 26.3 27.0 27.6 28.3 29.0 29.6 30.3 31.0

Occupancy Rate 66.7% 66.7% 66.7% 66.7% 66.7% 66.7% 66.7% 66.7%

Beds Needed

Hoke County

Population 39 40 41 42 43 44 45 46

Source: HCMC CON Application Exhibit 30, Table 18

As shown in the above table, projected acute care bed need in Hoke County exceeds 50 acute
care beds. This analysis is consistent with the Assessment and Recommendations made in the
Comprehensive Regional Growth Plan for the Fort Bragg Region for Hoke County. A need for a
50 bed community hospital in Hoke County is reflected on pages 38 and 39 of the Hoke County
BRAC Report included in Exhibit 32 of the HCMC CON Application.

It is revealing that FirstHealth continually uses the BRAC population growth figures to justify
Lthe proposed project, except the number of acute care beds needed. FirstHealth tries to make the
case that in this single area of analysis, the BRAC study is incorrect. Based on FirstHealth’s
analysis, the BRAC study should have found an acute care bed need of 8 beds for Hoke County.
That number surprisingly coincides with FirstHealth-Moore’s acute care bed surplus.

Clearly, the relocation of only eight acute care beds from FirstHealth-Moore to FirstHealth-Hoke
is based upon the surplus of beds at FirstHealth-Moore, not the need for acute care services for
residents of Hoke County. The needs of Hoke County residents are an afterthought, leftovers,
based upon what is not needed at FirstHealth-Moore.
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D. FirstHealth-Moore Acute Care Days for Most Current
Twelve Months includes Observation “Days”

FirstHealth-Moore reports 77,548 acute care patient days for the time period March 2009
through February 2010 on page 165 of the FirstHealth Application. FirstHealth then adds
7,724 observation days to acute care patient days, for a total of 84,822 days. FirstHealth
~does so on the basis that “[...] even though these patients are not admitted they do occupy an
acute care bed, use staff resources and supplies and are billed on an outpatient basis.”

That, of course, is not the actual purpose for FirstHealth’s desire to combine days of care in
licensed acute care beds with observation days in unlicensed beds. It is a desperate attempt by
FirstHealth to boost its lackluster acute care volume to a level that exceeds its FY 2009 acute
care days reported in its Annual Hospital License Renewal Application (LRA). On page 3 of its
2010 LRA, FirstHealth reports 2,142 patients in observation status and not admitted as
inpatients, excluding Emergency Department patients in FY 2009. It is reasonable to question
whether FirstHealth added the 2,142 observation patients to acute care days reported on page 4
of the 2010 LRA (and in other annual LRAs).

The following table shows historical acute care bed utilization at FirstHealth-Moore during the
last six fiscal years, and self-reported data for March 2009 — February 2010.

FirstHealth-Moore
Acute Care Bed Days
October 2003 — February 2010

: Mar 09 —
FY 2004 | FY 2005 | FY 2006 | FY 2007 | FY2008 FY 2009* Feb 2010**

SMFP/ LRA '

Acute Care Days 80,761 75,770 74,037 78,816 73,264 | 78,996 77,548

% Change -6.2% -2.3% 6.5% -7.0% 7.8% -1.8%
Licensed Beds 297 297 297 297 297 297 297
ADC 221 207 202 215 200 223 212
Occupancy Rate 73.6% 69.5% 71.1% 74.6% 70.2% 75.1% 71.5%

Source: Annual SMFPs, 2010 LRA

*Thomson acute care days reported by the 2010 the Health Planning Section/The Sheps Center. Data still has to
be evaluated by the State and will then be included in the Proposed 2011 SMFP. Actual Thomson days reported
are over 3% greater than self reported days in the FH Moore Regional 2010 LRA.

**Self-reported utilization data on page 165 of the FirstHealth Application

FirstHealth is using its licensed acute care beds for observation, as other hospitals without
unlicensed observation beds do. Observation services are billed as outpatient services. Days in
acute care beds are billed as inpatient services. It is invalid for FirstHealth to add observation
“days” to acute care days, and to use that as the basis for projecting acute care volume at
FirstHealth-Moore and FirstHealth-Hoke.
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The previous table shows that acute days of care in March 2009 — February 2010 are nearly 2%
lower than they were in FY 2009. It also shows that FirstHealth-Moore has not achieved a
75.2% target occupancy rate in any of the last six fiscal years, and in March 2009 — February
2010. In addition, FirstHealth-Moore has 23 additional beds under development for a total of
320 acute care beds.

There is no acknowledgement by FirstHealth of its declining acute care days. There also is no
plan disclosed to grow acute care days in licensed acute care beds in the near-term and over the
next five fiscal years. To demonstrate magnitude, FirstHealth-Moore needs to increase by over
10,000 acute care days in licensed acute care beds to achieve a target occupancy rate of 75.2%
for its 320 licensed acute care beds.

Then, without any hesitation, on page 165, FirstHealth projects a 0.5% annual increase in acute
care days at FirstHealth-Moore from FY 2010 to FY 2015. There is no explanation offered to
justify a projected 0.5% annual increase, the basis for that assumption, and a showing that such
assumption is reasonable.

FirstHealth assumes that “36.4% of the projected days of care (acute and observation) [.. J will
be [at FirstHealth-Hoke], rather than at [FirstHealth-Moore [...].” [Emphasis added.] It is
impermissible for FirstHealth to combine acute care days and observation days. Only the former
can be used to justify acute care bed need. FirstHealth has not provided the percentage of
‘projected acute care days; however, it is certain that percentage is lower than 36.4%.

As will be discussed in detail below, FirstHealth fails to provide reasonable assumptions to
project bed need for FirstHealth-Moore. It is, therefore, impossible to project future utilization
of FirstHealth-Moore, and to justify the need for 320 beds at FirstHealth-Moore and FirstHealth-
Hoke. As a result, the acute care projections are not reasonable and result in overstated patient
days at FirstHealth-Moore and FirstHealth-Hoke.

E. FirstHealth Overstated Projected Acute Care Bed Need for
FirstHealth-Moore

1. Projected Surplus of Beds at FirstHealth-Moore

A surplus of 53 acute care beds is projected for FirstHealth-Moore in FY 2014 in the 2010
SMFP. That surplus is shown in the following table, which is extracted from Table 5A of the
2010 SMFP.

6 Years
1 Growth 2014 Projected
Licensed Adjustments Thomson Using Projected | 2014 Beds 2014
Acute for 2008 02% Average Adjusted | Deficit or
Care CON/Previous Acute Growth Daily for Target Surplus 2014 Need
Beds Need Care Days Rate Census Occupancy (““) Determination
297 23 73,264 73,352 201 267 -53 0

Source: Table 54 of the 2010 SMFP
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Using FirstHealth’s logic, a projected 53-bed surplus in 2014 becomes a surplus of 30 beds when
the 23 CON-approved beds for FirstHealth-Moore’s Heart Hospital (Project ID # H-7121-04)
become operational in 2011. The 30-bed surplus is further reduced by 8 beds when FirstHealth-
Hoke become operational in October 2012, leaving a surplus of 22 beds. FirstHealth has not
acknowledged or addressed a 22-bed surplus.

In addition, FirstHealth-Moore shows a surplus of 18 acute care beds in 2013 based upon the
revised Acute Care Bed Need Methodology which will be included in the Proposed 2011 SMFP.

2. FirstHealth Excess Acute Care Bed Capacity System Wide

In addition to the surplus of acute care beds at FirstHealth-Moore, a surplus of 47 acute care beds
s projected for FirstHealth Richmond in FY 2014 and a surplus of 29 acute care beds is
projected for FirstHealth Montgomery in FY 2014 in the 2010 SMFP. The following table
illustrates the increasing excess of acute care beds associated with FirstHealth hospitals from the
2009 SMFP to the 2010 SMFP.

FirstHealth Excess Acute Care Bed Capacity

FirstHealth-Moore -33 -53 -20

FirstHealth-

Richmond ' -41 -47 -6
FirstHealth-

Montgomery : -31 -29 2

Total -105 -129 -24

Source: SMFPs

'As shown in the previous table, excess acute care bed capacity within the FirstHealth system is
projected to be over 125 excess acute care beds in 2014 as reflected in the 2010 SMFP. This
reflects 20 more excess acute care beds than in the previous year’s 2009 SMFP.

3. Acute care bed projections for FirstHealth-Moore are
significantly overstated - Do not reach required target
occupancy of 75.2%

Acute care patient days at FirstHealth-Moore, which days are reported in the annual SMFPs have
fluctuated considerably from year to year since October 2004, as reflected in the following table.
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FirstHealth-Moore
Acute Care Bed Utilization
October 2004 - September 2010

CAGR
FY 2005 —
FY 2005 | 'FY 2006 | FY 2007 | FY 2008 | FY 2009 FY 2010

SMFP Acute Care Days 75,770 74,037 78,816 73,264 78,996
% Change -2.3% 6.5% -7.0% 7.8% 1.24%
LRAs Acute Care Days 75,327 77,037 80,897 76,079 81,454
Variance (+) reflects
Self Reported LRA
greater than SMFP -0.6% 4.1% 2.6% 3.8% |. 3.1%

Source: Annual SMFPs; Annual LRAs

As shown in the previous table, patient days decreased 7.0% from FY 2007 to FY 2008 based on
the most current available SMFP data. However, utilization rebounded in FY 2009. Overall
compound annual growth at FirstHealth-Moore during the last five years was 1.24%.

The previous table also shows that annual self-reported data included in the LRAs has varied
significantly from Thomson data included in the annual SMFP. In the last three years,
FirstHealth-Moore’s self-reported LRA acute care patient days exceeded Thomson reported
‘acute care patient day data by as much as 4.1% in 2006; 2009 data reflected a 3.1% variance. It
is reasonable to assume that the self-reported patient day utilization (March 2009 — February
2010) on page 165 of the FirstHealth Application is overstated by as much as 3.0%, the three
year average overstated percent from 2006 — 2009.°

Applying the four year CAGR calculated above to the most current twelve months of inpatient
days of care at FirstHealth-Moore reported on page 165 of the Application show that projected
utilization for FirstHealth-Moore falls well below 75.2% even without shifting any volume to
FirstHealth-Hoke as shown in the following table.

FirstHealth-Moore Regional Projected Patient Days

Mar09-'| Mar10- | Marl1ll- | Mar12- [ Mar13— | Mar14- | Mar15-
Feb 2010 | Feb 2011 | Feb 2012 | Feb 2013 | Feb 2014 | Feb 2015 | Feb 2016
Acute Care Days 77,548 78,507 79,478 80,461 81,456 82,464 83,484
% Change 1.24% 1.24% 1.24% 1.24% 1.24% 1.24% 1.24%
PY1 PY 1 PY1
Convert to FYs FY2012 FY2012 FY2012
Acute Care Days 80,959 81,960 82,974
Licensed Beds 312 312 312
ADC 221.8 224.5 227.3
Occupancy Rate 71.1% 72.0% 72.9%

3 Calculation = (2.6% + 3.8% + 3.1%) / 3 =3.2%
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As shown in the previous table, utilization of the acute care beds remaining at FirstHealth-Moore
fail to reach the defined target utilization of 75.2% as required by SMFP Policy AC-5 even
before shifting volume to FirstHealth-Hoke.

4. Acute care bed projections in the 2009 FirstHealth
Application (Project ID #N-8354-09) were significantly
overstated. |

A comparison of patient day projections in the (June) 2009 FirstHealth Application (Project ID
#N-8354-09) and the (April) 2010 FirstHealth Application is instructive.

The following table compares projected acute care bed utilization in the (June) 2009 FirstHealth
Application and the April) 2010 FirstHealth Application when all 320 acute care beds are
licensed and operational at FirstHealth-Moore (312 acute care beds) and FirstHealth-Hoke (8
acute care beds).

Comparison of Projected Acute Days of Care
FY 2012 - FY 2015

Total: FirstHealth-Moore & ; ‘ . ;
FirstHealth-Hoke — 320 beds FY 2012 FY 2013 FY 2014 FY 2015

2010 FirstHealth Application:
Projected Days of Care 85,672 86,101 86,531 86,964
Total: FirstHealth-Moore &
FirstHealth-Hoke — 320 beds FY.2012 FY 2013 FY 2014
2009 FirstHealth Application:
| Projected Days of Care 88,608 89,099 89,585
Difference 2,936 2,998 3,054
% Difference 3.3% 3.3% 3.5%
2010 FirstHealth Application:
Projected Days of Care
FirstHealth-Hoke 2,211 2,277 2,344

Source: 2010 FirstHealth Application at page 118

As shown in the previous table, FirstHealth moderated its projected days of care in the span of
less than one year. FirstHealth does not disclose that there is any difference in projected days.

CFVHS provided detailed data and revised projections showing that FirstHealth failed to reach
the defined target utilization of 75.2% as required by SMFP Policy AC-5. Previous Comments
in Opposition, submitted in 2009 are included in Attachment 1.

5. Acute care bed projections in FirstHealth-Moore’s Heart
Hospital CON (Project ID # H-7121-04) were significantly
overstated.

A comparison with patient day projections in the FirstHealth Heart Hospital (Project ID # H-

.7121-04) shows that projections associated with the FirstHealth-Moore Heart Hospital also were -
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overstated in 2004. In that Heart Hospital Application, FirstHealth-Moore assumed that “based
on population growth, physician recruitment, and disease prevalence in its service area ... that
achieving a 2008 Acute Inpatient Days of Care of 85,283 patient days is reasonable.”
Projections found on page 104 of the Heart Hospital Application are set forth in the following
table.

FirstHealth-Moore
Acute Care Bed Projections
FY 2008 - FY 2010

FY FY FY
Bed Category 2008 2009 2010 Annual % Change
ICU 15,108 15,561 16,028 3.000%
General 72,755 73,482 74,217 1.000%
Total 87,863 89,043 90,245 1.3%

Source: Project ID #H-7121-04 at page 104

It is noteworthy that in the FirstHealth Application, FirstHealth projects only “a 0.5 percent
annual increase in inpatient days of care at FirstHealth-Moore from FY 2009 through FY 2015.7
That annual growth rate is less than half of the growth rate FirstHealth projected in the Heart
Hospital Application.

The following table compares actual and projected FY 2008 and projected acute care bed
utilization in the FirstHealth Application when all 320 acute care beds are licensed and

‘operational at FirstHealth-Moore (312 acute care beds) and FirstHealth-Hoke (8 acute care beds)
to the projections in Project ID #H-7121-04 for all 320 acute care beds at FirstHealth-Moore.

Comparison of FY 2008 Actual and Projected
and Projected Days of Care: FY 2012 - FY 2015

Total: FirstHealth-Moore & Actual FY | -
FirstHealth-Hoke — 320 beds. 2008 FY 2012 FY 2013 FY 2014 | FY 2015
FirstHealth Application N-8497-
10: Projected Days of Care 73,264 85,672 86,101 86,531 86,964

: Projected
FirstHealth-Moore — 320 beds FY: 2008 FY 2012 FY 2013 FY 2014 FY 2015
Project ID #H-7121-04: Projected %\\\\\
Days of Care 87,863 92,713 93,980 95,270 \\\k\\
Difference 14,599 7,041 7,879 8,739 \Q\\kk\\\\\\\ﬁ\
% Difference 19.9% 8.2% 9.2% 101% | |

Source: Previous tables

As shown in the above table, actual FY 2008 acute care patient days were 19.9% lower than
acute care patient days projected in the FirstHealth-Moore Heart Hospital CON Application in
2004. FirstHealth’s use of a much more conservative growth rate, which results in 10.1% fewer
acute care patient days in FY 2014, reflects FirstHealth’s own acknowledgement that projected

® FirstHealth Application N-8497-10 at page 165

20




patient days were overstated in 2004. No explanation is provided in the FirstHealth Application
for the difference in projections, as shown in the previous table.

F. FirstHealth Overstated Inpatient Surgical Procedures at
FirstHealth-Hoke Based on Unreasonable Increases in
Emergency Utilization for Hoke County Residents

FirstHealth projects inpatient surgical volume based upon emergency visits for FirstHealth-Hoke
at 69 procedures in Project Year 3. Emergency volumes were overstated by 5.2% in Project
Year 3. As aresult, inpatient surgical volume was overstated by 5.2%.

Furthermore, FirstHealth-Hoke does not propose to admit patients for elective procedures. As
such, projected inpatient surgical volume is based solely upon emergency room visits.

G. FirstHealth Understated Surgical Operating Rooms
Needed for FirstHealth-Hoke

The population of Hoke County needs more than one operating room. HCMC reviewed
historical surgical services utilization for residents of Hoke County using the Annual Hospital
Licensure Renewal Applications. Based upon historical inpatient and outpatient surgical
utilization for 2007 through 2009 HCMC calculated inpatient and outpatient surgical use rates
for Hoke County residents®. Using the three year average inpatient and outpatient for surgical
use rates Hoke County inpatient and outpatient surgical volumes were projected as reflected in
the following table.

However, all inpatient and outpatient surgeries are not clinically appropriate for care in a
community hospital setting. For example, HCMC will not provide cardiac surgery or other
‘tertiary level services currently provided at CFVMC. Therefore, HCMC adjusted the total
inpatient and outpatient surgical volume to reflect only clinically appropriate cases for a
community hospital setting. In addition, c-section volume was subtracted from the total inpatient
surgical volume based upon historical Hoke County surgical utilization. Total projected shared
operating room need for the residents of Hoke County, adjusted for clinical appropriateness in a
community hospital, is 2.5 shared operating rooms in 2016 as reflected in the following table.

” FirstHealth Application N-8497-10 at page 220 _

® A comparison of inpatient and outpatient surgical use rates calculated using the LRA data and using the Thomson
inpatient and outpatient databases shows that the rates calculated using the LRA data results in more conservative
surgical use rates.
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Hoke County Operating Room Need Analysis

Population
Inpatient Use Rate -
Hoke County Three
Yr Average 19.32 19.32 19.32 19.32 19.32 19.32 19.32 19.32
Projected Inpatient
Cases 881 903 926 948 970 993 1,015 1,038
Percent C-Section 30% 30% 30% 30% 30% 30% 30% 30%
Total Projected '
Inpatient Surgery
(Less C-Section) 614 630 645 661 677 692 708 723
Acuity Adjusted
(Appropriate for

Community

Hospital) 65% 65% 65%° 65% 65% 65% 65% 65%
Projected inpt

Surgery 399 409 419 430 440 450 460
Population 45,591 | 46,751 | 47,912 | 49,071 | 50,232 52,551 | 53,712
Outpatient Use Rate -

Hoke County Three

Yr Average 45.96 | 4596 | 4596 | 4596 | 4596 | 45.96 | 45.96 | 45.96
Projected

Outpatient Cases 2,095 2,149 2,202 2,255 2,309 2,362 2,415 2,469

Acuity Adjusted
(Appropriate for

Community

Hospital) 90% 90% 90% 90% 90% 90% 90% 90%
Projected Outpt ,

Surgery 1,886 1,934 1,982 2,030 2,078 2,126 2,174 2,222
Total Weighted

Surgical Hours 4,026 4,129 4,231 4,333 4,436 4,538 4,641 4,743
OR Need at 1,872

Hours per Room 2.2 2.2 23 23 24 24 2.5 25

Source: HCMC CON Application Exhibit 30, Table 80

As shown in the previous table, the population of Hoke County is projected to increase to nearly
54,000 by 2016. It should be noted that the population data utilized in this analysis is from the
NC Office of State Budget and Management and does not include any adjustment in the
projections for the impact of BRAC. Based upon historical utilization statistics the Hoke County
population will be sufficient to support 2.5 shared operating rooms in a community hospital
‘setting in 2016. FirstHealth fails to acknowledge that in addition to the one operating room
approved for FirstHealth-Hoke in the 2009 CON Application, and the two operating rooms
approved for CFV West, Project I.D.# M-8353-09 to serve the residents of Hoke and southwest
Cumberland Counties.
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As reflected on page 209 of the FirstHealth Application, the relocation of only one operating
room from FirstHealth-Moore to FirstHealth-Hoke is clearly based upon the FirstHealth

.calculated surplus of operating rooms at FirstHealth-Moore and not the need for surgical services -
for residents of Hoke County. |

H. FirstHealth Overstates Surgical Operating Rooms Needed
for FirstHealth-Moore Hospital

1. FirstHealth-Moore has experienced a significant decline in
surgical utilization.

FirstHealth failed to self-report its most current twelve months utilization of FirstHealth-Moore’s

16 existing surgical operating rooms. The following table shows FirstHealth-Moore’s historical
surgical utilization.

FirstHealth-Moore Surgical Utilization
October 2003 - February 2010

2006 2007 2008 2009 2010 2010 April
SMFP SMFP SMFP SMEFP SMFP LRA 2008 -
FirstHealth- (10/03- | (10/04- | (10/05- | (10/06- | (10/07- | (10/08- March
Moore 9/06) 9/05) 9/06) 9/07) 9/08) 9/09) 2009
Inpatient
Cases™ 6,069 6,076 6,659 5,815 5,616 6,057 5,495
% Change 0.1% 9.6% -12.7% -3.4% |
Ambulatory ’ :
Cases 7,719 7,869 5,377 4,805 4,453 4,270 4,318
% Change 1.9% -31.7% -10.6% -7.3%
Total 13,788 | 13,945 | 12,036 | 10,620 | 10,069 | 10,327 9,813
% Change 1.1% -13.7% -11.8% -5.2% :

* Inpatient Cases include open heart surgeries performed in the two dedicated open heart operating rooms.
Source: SMFPs and 2010 LRA

FirstHealth not only did not acknowledge that FirstHealth-Moore continues a four-year trend of
-significant declines in ambulatory surgical volume, as shown in the previous table. Inpatient
surgical cases rebounded in the last fiscal year, which resulted in a positive one-year growth rate
for total surgical volume. Without the last twelve months of data, there is no means to determine
whether the last fiscal year is a one-time increase or otherwise.

2. Existing underutilized surgical operatmg room inventory at
FirstHealth-Moore.

The following table shows a sustained, multiple year operating room surplus at FirstHealth-
Moore, which result from declining surgical volume.
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Please note that on page 69 of the 2010 FirstHealth Application, FirstHealth includes all 16
surgical operating rooms and all inpatient cases for FY 2009. As such, the following table
includes all operating rooms and all inpatient cases for FY 2004 — FY 2009

FirstHealth-Moore Surgical Utilization
October 2003 —- February 2010

2006 2007 2008 2009 2010 April 2010 March
SMFP SMFP SMFP SMFP SMFP 2008 ~ LRA 2009 - Feb
(10/03- | (10/04- | (10/05- | (10/06- | (10/07- March (10/08- 2010%*
9/04) 9/05) 9/06) 9/07) 9/08) 2009 9/09)
' Inpatient Cases* 6,069 6,076 6,659 5,815 5,616 5,495 6,057 Nc.>t
' provided
Ambulatory 7,719 | 7,869 | 5377 | 4805 | 4453 | 4318 | 4,270 Not
Cases provided
Total 13,788 13,945 12,036 10,620 10,069 9,813 10,327 N(.)t
provided
Total Weighted | g 200 | 30,032 | 28,043 | 24,563 | 23,528 | 22,962 | 24576 | Notableto
Surgical Hours determine
Licensed and
Approved 18 18 18 18 18 18 18 18
Operating Rooms
Operating Rooms , Not able to
Needed at 1,872 15.9 16 15 13.1 12.6 12.3 13.1 .
determine
Hrs/Year
Surplus 2 2 3 4.9 5.4 5.7 4.9 Not abl? to
determine

* Inpatient Cases include open heart surgeries performed in the two dedicated open heart operating rooms.
Source: SMFPs, Project I.D. # N-8354-09, and 2010 LRA

FirstHealth however, did not discuss its declining utilization or provide any assumptions
regarding a change in the current trend resulting in the 0.5% annual growth rate used in the

projected volume.

FirstHealth also did not disclose that Surgery Center of Pinehurst is a related entity of
FirstHealth in Moore County. Details of that relationship are provided in the context of a
discussion of FirstHealth’s non-compliance with the Criteria and Standards for Surgical Services
and Operating Rooms (10A NCAC 14A .2100) below. The following table shows historical
utilization of the 14 shared surgical operating rooms at FirstHealth-Moore and the six
ambulatory surgical operating rooms at Surgery Center of Pinehurst.

Please note that on page 69 of the 2010 FirstHealth Application, FirstHealth states that
FirstHealth-Moore “provided 10,327 surgical cases in 16 operating rooms.” FirstHealth includes
all surgical operating rooms and open heart surgeries performed in its two dedicated open heart
‘operating rooms. Had all 16 operating rooms and all surgeries been included in the following
table, the operating room surplus would have been higher.
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FirstHealth-Moore & Surgery Center of Pinehurst
Operating Room Need: October 2003 — September 2008

2006 SMFP. | 2007 SMFP | 2008 SMFP | 2009 SMFP. | 2010 SMFP | 2010 LRA
(10/03- (10/04- (10/05- (10/06- (10/07- (10/08 -
9/04) 9/05) 9/06) 9/07) 9/08) 9/09)
Inpatient Cases (No
Dedicated OH Rooms )* 6,069 6,076 6,659 5,815 5,616 5,634
Hours at 3 Hours/ Case 18,207 18,228 19,977 17,445 16,848 16,902
Ambulatory Cases 7,719 7,869 7,703 9,230 9,210 9,073
Hours at 1.5 Hours/
Case 11,579 11,804 11,555 13,845 13,815 13,610
Total Cases 13,788 13,945 14,362 15,045 14,826 14,707
Total Estimated Hours 29,786 30,032 31,532 31,290 30,663 30,512
Total ORs Needed at
1,872 Hours/Year 15.9 16.0 16.8 16.7 16.4 16.3
OR Inventory - Licensed
and CON Approved 20 22 22 22 22 22
Surplus 4.1 6.0 5.2 53 5.6 5.7

* Inpatient Cases include open heart surgeries performed in the two dedicated open heart operating rooms.
Source: SMFPs and 2010 LRA

The proposed relocation of one shared surgical operating room to FirstHealth-Hoke does nothing
more than shift the underutilized operating room inventory at FirstHealth Moore-Hoke service
area surgical facilities among the existing hospital, the existing freestanding surgery center, and
the proposed FirstHealth-Hoke. FirstHealth did not attempt to decrease the surplus by relocating
more operating rooms to FirstHealth Hoke to meet the needs of the residents of Hoke County and
as a result, leaves Hoke residents needing more while Moore County has a surplus of operating
rooms.

3. FirstHealth-Moore projects underutilized surgical operating
room inventory at FirstHealth-Moore and FirstHealth-Hoke.

The following table summarizes the surgical operating room projections on pages 69 and 70 of

the 2010 FirstHealth Application. Please note that on pages 69 and 70, FirstHealth includes all
16 surgical operating rooms and all inpatient cases.
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Projected Surgical Operating Room Need
FY 2013 - FY 2015

FirstHealth-Moore & ;

FirstHealth-Hoke FY. 2013 FY 2014 FY 2015
Inpatient Cases 6,114 6,143 6,172
Hours at 3 Hours/ Case 18,342 18,429 18,516
Ambulatory Cases 4,288 4,297 4,306
Hours at 1.5 Hours/ Case - 6,432 6,446 6,459
Total Cases 10,402 10,440 10,478
Total Estimated Hours 24,774 24,875 24,975
Total ORs Needed at 1,872

Hours/Year 13.2 13.3 13.3
_ORInventory - Licensed

and CON Approved 18 18 18
Surplus 4.4 4.3 4.3

Source: 2010 FirstHealth Application pages 69- 70

The above table combines projected surgical volume for FirstHealth-Hoke and FirstHealth
Moore to show that FirstHealth’s proposed relocation of one shared surgical operating room to
FirstHealth-Hoke results in projected underutilized operating room inventory. As shown in the
above table, projected future operating room utilization results in 4.3 excess operation rooms at
FirstHealth-Moore and FirstHealth-Hoke. Furthermore, FirstHealth does not discuss the
underutilized operating rooms at related entity Surgery Center of Pinehurst, nor does it propose
to de-license any surplus operating rooms. Therefore the proposed project represents a
duplication of services as FirstHealth has proposed an excess of operating rooms in Hoke and
Moore Counties.

I. FirstHealth Overstated Inpatient and Outpatient Imaging
Volumes at FirstHealth-Hoke

FirstHealth projects inpatient imaging volume based upon emergency visits for FirstHealth-
Hoke. Emergency volumes were overstated by 5.2% in Project Year 3. As a result inpatient
imaging volume was overstated by 5.2%.

Outpatient imaging volumes are projected on page 227 of the FirstHealth Application. As stated
on page 227 FirstHealth assumed a 20% market share of outpatient imaging volume in Project
Year 3. Projections included in the 2009 FirstHealth Application utilize a 15% market share in
Project Year 3. No explanation is provided for an increase in market share. Outpatient imaging
volumes are overstated.

J. “Need Based on Community Perception” is Based Views of
Only 0.6% of Hoke County Residents

FirstHealth engaged the services of InTandem to conduct a phone survey of Hoke County
residents over a two-week period in April 2009. Survey results were used to develop market
share assumptions for the proposed project. However, the survey should be given no credence
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because it is not a valid statistical survey; and its questions were asked without giving important
factual information particularly regarding the size of the hospital and the services provided.

Excerpts from the phone survey are provided on page 142. The results of the InTandem survey
are set forth in Exhibit 47.

On page 142, FirstHealth states that

[a]s a result of the Hoke County community survey, FirstHealth concludes that a
majority of Hoke County residents (93%) would use a hospital with a full time
emergency room (81%) that is developed by FirstHealth (71%).

That conclusion is spurious and unreasonable for the following reasons.

The Community Survey is biased based upon assumption that FirstHealth was providing a full
service local community hospital, which as previously discussed, it is not.

‘FirstHealth does not disclose the preliminary information prov1ded by InTandem to Hoke County
residents who were called, in particular:

e Were survey participants compensated for taking the survey?

e Were survey participants aware that FirstHealth was doing the survey?

e Were residents told the hospital would not take inpatient admlss1ons or deliver babies?

Were they told it was only an 8 bed hospital?

o How was the participants chosen? Were efforts made to assure equal representation from
all townships, especially those growing most rapidly on the eastern side of Hoke County?
Were participants recruited to take the survey on the FirstHealth website?

How were Spanish speaking calls handled?
What time of day were residents called?
How was Hoke County defined, by zip code or county lines?

The survey was also inherently biased in several ways regarding the underserved. First, the
method in which the survey was given must be considered. A telephone survey, by nature,
‘requires that the participant have a telephone, limiting the participation of the 14.5% (6,471) of
Hoke County residents living below the poverty line. The language barrier is also an issue
deserving of consideration. In the 2010 FirstHealth Application, FirstHealth identifies 10.8% of
the Hoke County population as non-English speaking. This means that there are 4,132 people
who were potentially excluded from the survey if InTandem failed to accommodate non-English
speakers.

Equally important, FirstHealth does not disclose the total number of Hoke County residents
called during the two-week survey period. It also does not disclose how many of the Hoke
County residents called during that period declined to respond to the survey instrument.

In Question 12 of the survey instrument, it is revealed that there were 273 interviews.
According to the North Carolina Office of State Budget and Management, Hoke County has a
2009 projected population of 45,602. Assuming that a total of 273 interviews were conducted,
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FirstHealth relies on the opinions of 0.6% (273/45,602) of the Hoke County population to
establish “need based on community perception.”

It is readily apparent that the “need based on community perception” survey and the conclusions
drawn by FirstHealth suffer from a hasty generalization, sometimes referred to as the “law of
small numbers.” “What this means is that we will often see things happen with small numbers
that are no;t normative, that is, often small numbers do not well represent the behavior of large
numbers.”

The utilization rates and market share assumptions utilized in FirstHealth’s methodology, which
are based upon the survey, are spurious and undocumented.

G.S. 131E-183 (4)

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.

As discussed in detail in the context of Criterion (5), FirstHealth-Hoke is not a financially
feasible project.

FirstHealth reviewed several alternatives to the proposed project in the 2010 FirstHealth
Application, and chose to develop an 8-acute care bed hospital despite the fact that FirstHealth-
Hoke will have a negative net income for the first three years of operation. As such, FirstHealth
does not demonstrate that it proposed the least costly or most effective alternative.

The 2010 F irstHealth Application is non-conforming to Criterion (4).

G.S. 131E-183 (5)

Financial and operational projections for the project shall demonstrate the availability of funds
Jor 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.

A. FirstHealth Hoke Community Hospital (FirstHeaIth-Hoke)
is not a financially feasible project.

FirstHealth Hoke Community Hospital (FirstHealth-Hoke) is not a financially feasible project.
FirstHealth Hoke did not complete Proforma B in accordance with the CON Application form,
adjusting depreciations such that it is not shown as an expense item. It is clear from the
Proforma B form included in the CON Application Form provided by the CON Section that
depreciation is considered and expense which is included in determining the financial feasibility
of a project. Attachment 2 of these comments reflects the income and expenses associated with

? http://primes.utm.edu/glossary/page.php?sort=LawOfSmall
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FirstHealth Hoke in the CON Proforma B format, which clearly shows that the proposed project
is not financially feasible as shown in the following table.

FirstHealth Hoke Community Hospital — Net Income

Project Year 1 | Project Year2 FY Project Year 3

FY 2012 2013 FY 2014
Net Patient Revenue $ 13,876,316 $ 15,354,348 S 16,924,645
Expenses Including Depreciation $ 13,315,521 S 14,452,929 S 15,257,962
Net Income S (641,831) S {988,664) S (223,402)

Source: ProForma B, page 324 of FirstHealth Application

In addition a comparative analysis of Proformas from the 2009 FirstHealth Application and the
2010 FirstHealth Application included in Attachment 3 shows that even though FirstHealth
projected decreased expenses in FY13 by $1,000,000 from the CON Application filed in June
2009, the Application still looses nearly a quarter million dollars in Project Year 3.

B. Proforma Form A. Balance Sheet for the Applicant,
FirstHealth of the Carolinas, Inc., is Not Included in the
Application

FirstHealth failed to comply with the instructions in Section X by not providing a balance sheet,
-Form A, for FirstHealth of the Carolinas, Inc., the legal applicant and the parent company of the
proposed FirstHealth-Hoke. By failing to do so, the CON Section will be unable to determine
the impact of the proposed FirstHealth-Hoke on the balance sheet of FirstHealth of the Carolinas,
Inc., specifically, the change in available funds on FirstHealth’s asset accounts cannot be
determined. '

FirstHealth does not discuss the impact of the negative net income.on FirstHealth’s overall
financial health and provides no documentation from the FirstHealth Board that FirstHealth is
willing to support the proposed negative balance incurred at FirstHealth Hoke indefinitely.
Again, because FirstHealth fails to include a ProForma Balance sheet for FirstHealth of the
Carolinas, Inc., and it’s the legal applicant for the proposed project, the project cannot be found
financially feasible.

FirstHealth Hoke will be a separately licensed facility and a separate LLC, which based upon the
accounting methodology utilized by FirstHealth will be reported in a consolidated balance sheet,
consistent with the current methodology used for FirstHealth Montgomery and FirstHealth _
Richmond. Therefore, FirstHealth is required to provide a consolidated ProForma Balance Sheet

which was not provided. Therefore, the project cannot be found financially feasible.

C. Adjusted Patient Days

FirstHealth incorrectly calculated adjusted patient days and, as a re_Sult, incorrectly calculated
operating cost per adjusted patient days and net revenue per patient days. In the table on page
309 of the FirstHealth application, FirstHealth utilized total inpatient revenue only to calculate
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adjusted patient days and allocated the $16,872,831 inpatient revenue between inpatient and
outpatient revenue instead of using the values included in the ProFormas B and Proforma C for
Inpatient Services. Inpatient revenue in line two of the table plus outpatient revenue in line four
of the table on page 309 should have totaled $48,692,857 which is total revenue reflected in
Proforma B for FirstHealth Hoke.

Furthermore, to use the values in this table comparatively to the Hoke Healthcare proposed Hoke
Community Medical Center, depreciation must be included. The following table shows the

corrected information.

Page 309 - Corrected w. depreciation PY1 PY2 PY3

- 10/01/2012- | 10/01/2013- 10/01/2014—

: 9/30/ 2013 9/30/2014 9/30/2015 ,
Total Inpatient Days 2,011 2,077 2,344
Total Inpatient Revenue $15,146,352 | $16,004,037 | $16,872,831
Inpt Rev per Pt Day $7,532 $7,705 $7,198
Total Outpt Rev $23,556,331 $27,518,903 $31,820,026
Outpt days 3,128 3,571 4,420
Adj Pt Days 5,139 5,648 6,764
Total Operating costs w. depreciation $14,518,147 | $16,343,013 | $17,148,046
Operating cost per adj PD $2,825 $2,893 $2,535
Total Net Ptient Revenue (5641,831) (5988,684) (S223,402)
Net Pt Rev per adj PD (125) (5175) {$33)

As shown in the previous table, the project proposed by FirstHealth is not financially feasible.
The incorrect table is included in Attachment 5 with the above table to allow side by side
comparison. The above table further reflects that the proposed project is not financially feasible
and as a result is not conforming to Criterion 5.

D. Overhead Allotment

(Overhead allotments included in the ProForma Income and Expense Statement is projected to be
6.5% of net revenue or $1.1 million in Project Year 3. FirstHealth provides no documentation to
show that this amount is sufficient to cover all expenses listed on page 52 of the Application.
FirstHealth does not provide any documentation or a draft Service Agreement to show how this
expenditure was determined. Therefore, the Agency does not have sufficient information to
determine the reasonableness of the financial projections.

E. FirstHealth CON Application Cost Overruns

FirstHealth proposes to construct an eight bed hospital for $34138,515 on page 299 of the CON
Application. However on page 303, it should be noted that FirstHealth has experienced cost
overruns on three of the last four projects submitted for CON review which involved
construction of new facilities. The 2004 Heart Hospital project required a cost overrun
application for an additional 23.1% of the original projected capital expenditure, or $15.5 million
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dollars on a $66 million dollar project. The 2005 GI Endoscopy room conversion, required an
additional 75.1% of the original projected capital expenditure, or $1.5 million dollars on a $2
million dollar project. The 2006 Hospice bed project required a cost overrun application for an
additional 35.5%, or $1.5 million dollars on a $4.3 million dollar project. FirstHealth has a tract
‘record of incorrectly projecting true project costs associated with its previous construction
projects and has a current history of significant cost overruns. This record is of significant
importance in this review since the proposed project looses nearly a quarter million dollars in
year three. If the total project cost is understated, then the losses incurred are also understated.
Since FirstHealth has failed to provide any documentation to show that the Board of FirstHealth
is willing to continue funding losses for the proposed project, the project should be denied as it is
non-conforming to this Criteria.

F. Financial Comparison to Small Hospitals in Other States
Not Applicable

FirstHealth proposes to construct an 8-bed acute care hospital to serve Hoke County residents.
Much is made by FirstHealth about financial viability of its proposed 8-bed hospital.

FirstHealth provides a list of hospitals in other states; only two have 8 beds. Both 8-bed

‘hospitals are located in Texas. FirstHealth does not, however, provide any financial information -

on any of the listed hospitals from which one could reasonable assess the financial viability of a
listed hospital. It is noteworthy that of the five states with listed hospitals, only Louisiana is a
certificate of need state. The other four states (Texas, Indiana, Utah, and New Mexico) do not
have certificate of need law in effect.'

" “"In North Carolina, the Office of Research, Demonstrations and Rural Health Development has
supported small rural hospital for many years and has focused on the development of critical
access hospitals throughout North Carolina to improve health services in rural communities and
to enhance the financial situation of rural hospitals. There are over 20 critical access hospitals in
North Carolina and usually are located in communities with limited populations and geographic
access to health care services is limited and travel to larger communities difficult. The eight bed
hospital proposed here does not meet these standards. It is not reasonable health planning and it
has not been the policy or practice in North Carolina to approve an 8-bed acute care hospital.
This is even more obvious when, as here, it cannot qualify as a critical access hospital.

G.S. 131E-183 (6)

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

FirstHealth-Hoke did not adequately demonstrate the need to develop a hospital with 8 acute care
beds and one operating room. Please see discussion included in the context of Criterion (3).
Therefore, FirstHealth did not adequately demonstrate that the proposed hospital would not

' http://www.ncsl.org/IssuesResearch/Health/CONCertificateofNeedStateLaws/tabid/143 73/Default.aspx
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result in an unnecessary duplication of the existing or approved health services. Consequently,
the 2010 FirstHealth Application is nonconforming to Criterion (6).

A. Duplication of Acute Care Beds in Hoke/Moore Acute Care
Service Area

Please see discussion included in the context of Criterion (3), which reflects an excess of acute
care beds at FirstHealth-Moore, and results in a duplication of acute care services between the
proposed and existing FirstHealth facilities.

B. Duplication of Operating Rooms in Hoke/Moore Acute
Care Service Area

Please see discussion included in the context of Criterion (3), which reflects an excess of
operating rooms at FirstHealth-Moore, and results in a duplication of surgical services between
the proposed and existing FirstHealth facilities.

C. Impact on Cape Fear Valley Medical Center
On page 190, the 2010 FirstHealth Application states:

[a]s a result of the Hoke County community survey, FirstHealth concluded that a
majority of Hoke County residents (93%) would use a hospital with a full time
emergency room (8.1%) that is developed by FirstHealth (71%).

Based on the InTandem survey, FirstHealth has validated the assumption that
most residents will not travel to a further hospital for emergency care.

Cape Fear Valley Medical Center is 15 miles from the proposed location of F irstHealth—Hoké;
FirstHealth-Moore is 29 miles."!

On page 190, FirstHealth “projects that approximately 3,338 emergency patients [...] annually
will stay in Hoke County rather than be treated at CFVMC.” Then, FirstHealth states that the
proposed hospital will have the following impact on Cape Fear Valley Medical Center:

e Approximately 9.2 emergency department patients per day [3,338/365 = 9.2 patients]
e Less than 1.2 patients per day per 10 emergency treatment rooms [(9.2 patients/76 rooms)
x (10 rooms) = 1.2 patients]

e Less than 3 percent of total FY 2009 reported emergency cases will be effect[ed]
[3,338/118,290 = 2.8%]

FirstHealth deliberately underplays the impact of the proposed FirstHealth-Hoke on Cape Fear
Valley Medical Center.

! Microsoft MapPoint

32




G.S. 131E-183 (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.

FirstHealth proposes an emergency hospital with eight inpatient beds, instead of meeting the
identified needs of the residents of Hoke County for a full service community hospital. As
previously discussed, there is a need for a larger community hospital to serve the residents of
Hoke County.

On page 193, FirstHealth states that:

[flurthermore, the BRAC Regional Task Force recommends the development of a
facility plan to determine the feasibility of establishing an acute-care hospital in
Hoke County. It was determined that Hoke County’s projected population
could support eighty to ninety acute-care beds and with the development of
fifty-bed hospitals in North Carolina, Hoke County may be the next best
location for a new hospital. [Emphasis added.]

FirstHealth discounts the BRAC study, but uses the population growth in all projections. In
addition, FirstHealth acknowledges this in a back handed way on page 180 where FirstHealth
Jimplies that as a result of Hoke County becoming its own Acute Care Service Area for planning
purposes in the annual SMFP, additional acute care and operating room capacity will be
available for expansion in the future as inpatient volume increases.

The cost of building piece by piece will result in significantly greater expénse as construction
costs increase annually. In addition, a letter from GMK Architects included in Attachment 4,
compares the reasonableness of the proposed FirstHealth project with the CFVHA project.

When a justified need exists the cost of delaying construction multiplies annually. Therefore, the
concept of expanding an eight bed hospital as necessary results in additional expense and does
not represent the most reasonable alternative for the residents of Hoke County.

As aresult, the proposed project in not conforming to Criterion 12. FirstHealth has not

demonstrated that the cost, design, and means of construction represent the most reasonable
alternative.

'G.S. 131E-183 (13)

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
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minorities, women, and handicapped persons, which have traditionally experienced difficulties
in obtaining equal access to the proposed services, particularly 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 applicant shall show:

a. The extent to which medically underserved populations currently use the
applicant's existing services in comparison to the percentage of the population in
the applicant's service area which is medically underserved;

b. Its past performance in meeting its obligation, if any, under any applicable
regulations requiring provision of uncompensated care, community service, or
access by minorities and handicapped persons to programs receiving federal
assistance, including the existence of any civil rights access complaints against
the applicant;

c. That the elderly and the medically underserved groups identified in this
subdivision will be served by the applicant's proposed services and the extent to
which each of these groups is expected to utilize the proposed services; and

d. That the applicant offers a range of means by which a person will have access to
its services. Examples of a range of means are outpatient services, admission by
house staff, and admission by personal physicians.

The proposed FirstHealth-Hoke is not conforming to Criterion 13.a.b. and c. As previously
discussed FirstHealth-Hoke made no changes to the proposed project from the CON Application
submitted in 2009. A copy of the Comments in Opposition submitted relative to this issue in the
2009 Application are included in Attachment 1. Comments made regarding the previous
application are still relevant to this Application, in particular, comments made about payor mix
and Medicaid.

‘Most babies delivered to Hoke County mothers are Medicaid patients and self-pay. The majority
of patients admitted with medical problems have Medicare and Medicaid. Reimbursement from
Medicare and Medicaid is significantly lower for medical patients than surgical patients.
Therefore, by deciding not to provide inpatient medical admissions and deliver babies at
FirstHealth-Hoke, FirstHealth will not provide needed services to underserved populations in
Hoke County. As a consequence, the 2010 FirstHealth Application fails to meet the needs of the
underserved populations in Hoke County, particularly pregnant women.

Please see additional discussion regarding the proposed payor mix and the impact on the
underserved in Attachment 1.

In addition, the proposed FirstHealth-Hoke is not conforming to Criterion 13.d. because the only
means by which a patient will have access to its inpatient services is through the emergency
room. As previously discussed, inpatient utilization of the proposed FirstHealth-Hoke is wholly
based upon emergency room utilization.
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G.S. 131E-183 (18a)

The applicant shall demonstrate the expected effects of the proposed services on competition in
the proposed service area, including how any enhanced competition will have a positive impact
upon the cost effectiveness, quality, and access to the services proposed; and in the case of
applications for services where competition between providers will not have a favorable impact
on cost effectiveness, quality, and access to the services proposed, the applicant shall
.demonstrate that its application is for a service on which competition will not have a favorable
impact. '

FirstHealth-Hoke is not designed to be a competitive inpatient hospital. Rather, it is designed as
a way station for emergency patients half of whom will be transferred to FirstHealth-Moore. As
aresult, it is designed to increase market share for FirstHealth-Moore, and will negatively impact
patients and their families requiring them to travel further for care than they currently travel to
Cape Fear Valley Health System. Hoke Community Medical Center is a better alternative which
will truly enhance access to all inpatient and outpatient services, not just emergency care.

V. CON Criteria and Standards

A. Criteria and Standards for Operating Rooms - 10 NCAC
14C .2100

“The proposed project includes the development of a new separately licensed acute care
hospital which currently does not exist and has no operating rooms. The proposed project will
result in a new licensed facility with one operating room which did not previously exist.

The proposed project is non-conforming to the Criteria and Standards for Operating Rooms as
follows. '

10 NCAC 14C .2102 Information Required of Applicant

On page 12 of the 2010 FirstHealth Application, FirstHealth notes that “FirstHealth Hoke
Community Hospital will be separately incorporated into the FirstHealth Health System and
organized in the FirstHealth Health System in the same way that FirstHealth Moore Regional
Hospitals, FirstHealth Montgomery Memorial and FirstHealth Richmond Memorial hospitals are
organized. The FirstHealth of the Carolina Bylaws and Articles covers the separately state-
licensed hospitals.” [Emphasis added.]

In fact, the proposed project includes the development of FirstHealth-Hoke, a new separately
licensed acute care hospital, which currently does not exist and has no operating rooms. The
proposed project will result in a new licensed facility with one operating room which did not
previously exist.
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FirstHealth did respond to 10 NCAC 14C .2102(c)(1)-(9) indicating that the proposal was a
relocation but these Criteria are not applicable because the operating rooms were not being
relocated from one “existing” licensed facility to another “existing” licensed facility.

e 10 NCAC 14C .2102(c)(1) and (2)

FirstHealth is required to identify operating room inventory for each licensed facility in which it
or a related entity owns a controlling interest, and is located in thé service area after completion
of the proposed project.

FirstHealth should have acknowledged ownership in the Surgery Center of Pinehurst. There are
six existing ambulatory surgery operating rooms at the Surgery Center of Pinehurst.

According to Project ID #N-8494-10,'2 which proposes the Surgery Center of Hoke, an
ambulatory surgery center with two ambulatory surgery operating rooms relocated from Surgery
Center of Pinehurst in Moore County. The Surgery Center of Hoke will be located on the
-campus of FirstHealth-Hoke. FirstHealth is one of four co-applicants. FirstHealth owns 100%
of one co-applicant, and 40% of a second co-applicant. Project ID #N-8494-10 reveals the
following.

e FirstHealth of the Carolinas, Inc.

o Sole member company of Surgery Center of Pinehurst Properties, LLC (100.0%)

o Member company of the Surgery Center of Pinehurst, LLC (40.0%)

o Proposed Surgery Center of Hoke facility/land owner and developer

o Sole party obligated for the funding of the ambulatory surgery center’s
construction

o As the developer of the ambulatory surgery center, FirstHealth of the Carolinas
will fund construction through accumulated reserves

e Surgery Center of Pinehurst, LLC
o Co-holder of a Certificate of Need for six operating rooms
o Member companies are FirstHealth of the Carolinas, Inc. (40.0%), Surgical .
Associates, LLC (26%), Pinehurst Surgical Clinic ASC Group, LLC (26.0%), and
Nueterra Holdings (8.0%)
o Surgery Center of Pinehurst’s operator

e Surgery Center of Pinehurst Properties, LLC
| o Co-holder of Certificate of Need for six operating rooms
o Member company is FirstHealth of the Carolinas, Inc. (100.0%)
o Surgery Center of Pinehurst facility/land owner

FirstHealth failed to acknowledge ownership in the Surgery Center of Pinehurst. Therefore, the
project is not conforming to these Criteria.

' Section I of Project I.D. #N-8494-10
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e 10 NCAC 14C .2102(c)(3) and (4)

FirstHealth is required to provide past and future utilization information for each licensed facility
in which it or a related entity owns a controlling interest, and is located in the service area after
completion of the proposed project. FirstHealth should have provided the past and future
utilization of the Surgery Center of Pinehurst.

Surgery Center of Pinehurst was opened in FY 2007. Its surgical volume reflects a shift of
outpatient surgical procedures from FirstHealth-Moore to the freestanding outpatient center.
Surgery Center of Pinehurst’s historical utilization is shown in the following table.

Surgery Center of Pinehurst
Historical Utilization

2009 SMFP 2010 SMFP 2010 LRA
Surgery Center of
Pinehurst (10/06-9/07) (10/07-9/08) (10/08-9/09)
Ambulatory Cases 2,326 4,757 4,803
% Change 104.5% 0.96%
Ambulatory ORs Needed
at 1,872 Hrs/Year 1.8 3.8 3.8
Licensed Ambulatory ORs 6 6 6
Surplus (+)/Deficit (-) 4.2 2.2 2.2

Source: SMFPs; 2010 LRA

The previous table shows a large increase in volume between the first and second operating years
of the Surgery Center of Pinehurst. Growth has slowed significantly between the second and
third operating years, down to 1%. In none of its three operating years has the Surgery Center of
Pinehurst been able to overcome a surplus in operating rooms.

FirstHealth failed to provide historical data or projected utilization for the Surgery Center of
Pinehurst. Therefore, the project is not conforming to these Criteria.

e 10 NCAC 14C .2102(c)(5)

As discussed in detail in the context of Criterion (3), FirstHealth randomly selected to increase
its inpatient and outpatient surgical volume by 0.5% through FY 2015. FirstHealth failed to
document assumptions associated with the 0.5% growth rate utilized for FirstHealth-Moore
inpatient and outpatient surgical projections.

Inpatient surgical projections are included on page 70 of the 2010 FirstHealth Application.
FirstHealth does not document FirstHealth-Moore’s percent market share of Hoke County’s
inpatient surgery. FirstHealth assumes that 1% of inpatient surgical cases will shift from
FirstHealth-Moore to FirstHealth-Hoke, and subtracted 1% of cases from FirstHealth-Moore’s
FY 2013 — FY 2015 projected inpatient cases.
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Outpatient surgical projections also are included on page 70. FirstHealth assumes that
FirstHealth-Moore has a 17.4% market share of Hoke County’s outpatient surgery. FirstHealth
assumes that 1% outpatient surgical cases will shift from FirstHealth-Moore to FirstHealth-Hoke,
and subtracted 1% of cases from FirstHealth-Moore’s FY 2013 — FY 2015 projected outpatient
cases.

In addition, the one operating room will be the only operating room available for emergencies,
resulting in bumping of scheduled outpatient cases. On page 76 of the 2010 FirstHealth
Application, FirstHealth-Hoke projects 1,032 total surgical hours which represents over 50% of
the 1,872 operating room hours available in the one operating room for emergency patients in
need of surgery. Even if 50% of emergency surgical procedures are performed after scheduled
hours or on weekends, over 5% of available operating room capacity is subject to unscheduled
surgical procedures. That will result in scheduled outpatient surgical procedures being bumped
or delayed on any given day. Few surgeons would continue practicing at FirstHealth-Hoke after
being bumped and told to wait an hour to three or more hours to perform elective surgery.
Included in Attachment 4 is a letter from GSK which discusses the restrictions of having only
one operating room.

e 10 NCAC 14C .2102(c)(7) and (8)

It is not clear if current and projected surgical rates included in the 2010 FirstHealth Application
on pages 71 and 72 is the reported average reimbursement for inpatient or outpatient procedures.
‘Therefore, they cannot be compared to Hoke Community Medical Center’s projected average
reimbursement. '

Also not comparableﬁ are the top 20 surgery procedures at FirstHealth-Moore and the projected
top 20 surgery procedures at FirstHealth-Hoke because the former is a 297-bed acute care
hospital, and the latter is a proposed 8-bed emergency care hospital with one operating room.

For the few surgical procedures that are in common, FirstHealth’s current and projected average
reimbursement show a substantial decrease in reimbursement from March 2009 — February 2010
to FY 2015, as reflected in the following table.

Comparison Top 20 Current and Projected

kPrmeddfe';f . 15

Excision Intervert Disc $7,602 $3,801 $3,801 100%
Other Skin & Subg | & D $7,610 $541 , $7,069 1307%
Lap Appendectomy $6,735 $3,367 $3,368 100%

Source: 2010 FirstHealth Application, pages 71, 72

As shown in the previous table, reimbursement is projected to decrease between 100% and
1307% for the three surgical procedures consistent between FirstHealth-Moore and FirstHealth-
Hoke. This is an unreasonable assumption and FirstHealth did not provide any rationale for such
a substantial decrease over a four year timeframe.
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o 10 NCAC 14C .2102(c)(9)

FirstHealth fails to discuss expenses for anesthesiology, radiology, and pathology associated
with inpatient and outpatient surgical services to be provided at FirstHealth-Hoke. Furthermore,
FirstHealth fails to provide documentation from physicians agreeing to serve as medical director
for anesthesiology and pathology services for the proposed FirstHealth-Hoke.

10 NCAC 14C .2103 Performance Standards

o 10 NCAC 14C .2103(b)(1)

'Inpatient and outpatient surgical projections for FirstHealth-Hoke and FirstHealth-Moore are
overstated as discussed previously in detail in the context of Criterion (3) and 10 NCAC 14C
2102(b)(5).

e 10 NCAC 14C .2103(g)

FirstHealth referenced Section IV. regarding the assumptions utilized to project surgical volume
for FirstHealth-Hoke. As previously discussed, the assumptions associated with surgical growth
at both FirstHealth-Hoke and FirstHealth-Moore are unsubstantiated.

10 NCAC 14C .2104 Support Services

e 10 NCAC 14C .2104(b)(1)

FirstHealth proposes to transfer 50% of all emergency patients in need of inpatient care by
ambulance to FirstHealth-Moore (or CFVMC). FirstHealth-Moore is located approximately 29
miles from the proposed FirstHealth-Hoke location included in the 2010 FirstHealth Application.
In addition, the road system to FirstHealth-Hoke from the proposed location is a two lane
winding road. The ambulance ride is estimated to take over 40 minutes>,

Cape Fear Valley Medical Center is located less than 15 miles from the proposed FirstHealth-
Hoke location included in the 2010 FirstHealth Application. The road system to CFVMC from
the proposed location is a four lane straight road. An ambulance ride to CFVMC is estimated to
take 20 minutes.

Throughout the FirstHealth Application, FirstHealth discusses the importance of getting patients
to emergency care as a reason for the proposed hospital. FirstHealth does not, however, appear
concerned about an additional transfer of 20 to 40 minutes for critical emergency patients in need
of specialty services that will not be offered at the proposed FirstHealth-Hoke.

" Time and travel distance based upon proposed location using Microsoft MapPoint.
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B. Criteria and Standards for CT Scanners — 10 NCAC 14C
2300

FirstHealth does not justify the need for the proposed CT at FirstHealth-Hoke. The proposed
project is non-conforming to the Criteria and Standards for CT Scanners as follows.

10 NCAC 14C .2303 Performance Standards

e 10 NCAC 14C .2303(1)

Projected CT scans are based upon the projected emergency department volume plus outpatient
CT utilization. As discussed in the context of Criterion (3), emergency department assumptions
are overstated resulting in overstating emergency visits by at least 5.2%. That would result in
decreasing emergency rooms CT volumes by 5.2%.

Other CT outpatient volumes are projected on page 227 of the 2010 FirstHealth Application. As
stated on page 227, FirstHealth assumed a “conservative” 20% market share of outpatient CT
volume in Project Year 3 (FY 2015). On page 239 of the 2009 FirstHealth Application,
however, FirstHealth assumed a “conservative” 15% market share of outpatient imaging volume.
FirstHealth does not provide any documentation or detail regarding its change in market share
assumption. FirstHealth also did not provide any documentation or data regarding the volume of
outpatient CT currently performed at FirstHealth-Moore for Hoke County residents. Further,
there is no documentation or detail regarding where the outpatient CT volume will originate.

The following reflects CT procedures projected in the 2010 FirstHealth Application and adjusted
CT volume which reflects the impact of assuming the “conservative” 15% market share
referenced in the text of the 2009 FirstHealth Application for Project Year 3 for outpatient CT
volume, adjusting emergency CT volume to reflect the 5.2% decrease in emergency visits
previously discussed in the context of Critetion (3).
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Prolected CT Volume in 2010 FirstHealth Application and Adjusted CT Volumes to Reflect the
Impact of Overstated Market Share and Overstated ED Visits

Hoke Cbunty Total CT Voiumé Based upon CT kUse Rate ‘
on page 227 of 2010 FirstHealth Application 4,343 4,343

FirstHealth-Hoke Market Share in table on page 227 of
2010 FirstHealth Application; FirstHealth-Hoke Market
Share in text on page 239 of the 2009 FirstHealth

Application 20.0% 15.0%
FirstHealth-Hoke Outpatient CT Scans 869 651
FirstHealth-Hoke CT Scans Based upon Emergency

Department Volume on page 230 2,708 2,708
CT Volume decrease resulting from 5.2% overstated ED

visits (2,708 x 5.2%) 140
FirstHealth-Hoke ED CT Volume - 2,756 2,568

FirstHealth-Hoke Total CT Volume page 231 of 2010
FirstHealth Application {ED CT volume + Qutpatient CT

volume) 3,576 3,220
Avg HECTs per CT scan (Projected HECTS / CT Volume) 1.58 1.58
Projected HECTS page 231 of 2010 FirstHealth )

Application 5,641 5,079

As shown in the previous table, the proposed CT scanner does not achieve 5,100 HECTS in
Project Year 3.

10 NCAC 14C .2304 Support Services

e 10 NCAC 14C .2304(a)

FirstHealth did not provide any documentation regarding the availability of the required services
at FirstHealth-Hoke, which will be a separately licensed hospital.
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VI. Comparative Analysis

The Hoke Community Medical Center Application is comparatively superior to the 2010
FirstHealth Application, as shown in the following four tables.

Metric

Hoke Community Medical Center

FirstHealth-Hoke

Services Provided

Emergency Room — 16 ED Bays

Emergency Room — 8 ED Bays

Inpatient Admissions — 25
General Acute Care Beds

Emergency Inpatient Services — 8
Acute Care Beds

Inpatient and Outpatient
Surgery —2 ORs

Emergency Inpatient and
Outpatient Surgery — 1 OR

Obstetrical Services — 16 Bed
Obstetrics Unit

Intensive Care Unit — 4 ICU Beds

Dedicated C-Section Room - 1

Observation Beds - 9

Observation Beds — 4

Outpatient Diagnostic Imaging

Outpatient Diagnostic Imaging

CT CT
Mobile MRI Mobile MRI
-X-Ray X-Ray
Ultrasound Ultrasound
Mammography
Nuclear Medicine
Laboratory Laboratory
Pharmacy Pharmacy

Physical Therapy

Respiratory Therapy

Speech Therapy

Source: Section I of 2010 FirstHealth Application and Hoke Community Medical Center Application

Metric ‘ Hoke Community Medical Center | FirstHealth-Hoke
Capital Cost Per Bed $2.25 million $4.27 million
Construction Cost Per Bed $1.265 million $2.37 million
Patient Access 41 Acute Care Beds 8 Acute Care beds
Capital Cost per Sq Ft $632.71 $683.47
Construction Cost per Sq Ft $355.62 $379.19
Square feet for services 145,832 49,949

Source: Section XI of 2010 FirstHealth Application and Hoke Community Medical Center Application
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Metric-PY3 Hoke Community Medical Center | FirstHealth-Hoke - Correct Page 309
- . - ‘ _ without Depreciation

| Inpatient Revenue per Patient Day $7,017 $7,198

Total Operating Cost

Per Adjusted Patient

Day $1,953 $2,256

Total Net Revenue per

Adjusted Patient Day $1,888 : $2,502

Metric-PY 3 Hoke Community Medical Center | FirstHealth-Hoke - Corrected Page
‘ o ~ 309 to include Depreciation

Inpatient Revenue per Patient Day $7,017 $7,198

Total Operating Cost
Per Adjusted Patient

Day $1,953 $2,535
Total Net Revenue per
Adjusted Patient Day $1,888 {S33)

Source: Section X of 2010 FirstHealth Application and Hoke Community Medical Center Application

Parent Company of Hoke - - ~
Community Medical Center: | Parent Company of FirstHealth-
; Cumberland County Hospital | Hoke: FirstHealth of the Carolinas,
Metric : = System,Inc. ‘ _Inc. “
Medicaid Percent Patient Days FY2009 28.1% 8.4%

Source: Section VI of 2010 FirstHealth Application and Hoke Community Medical Center Application

Parent Company of Hoke ... -
Community Medical Center: |  Parent Company of FirstHealth-
o Cumberland County Hospital Hoke: FirstHealth of the Carolinas,
Metric . _ System, Inc. i Ine. -
Charity Care/Indigent/Self Pay Percent
Patient Days FY2009 12.6% 7.8%

Source: Section VI of 2010 FirstHealth Application and Hoke Community Medical Center Application

The 2010 FirstHealth Application is deficient in the following respects:

o FirstHealth does not provide the best alternative for improved access for Hoke County
residents. Cape Fear Valley Health System proposes to maximize resources in providing
the largest access by relocating 41 acute care beds from Cape Fear Valley Health System
to Hoke Community Medical Center while FirstHealth proposes to transfer 8 surplus
acute care beds from FirstHealth-Moore.

e The 2010 FirstHealth Application is not the least costly or most effective alternative as

shown above with the highest charges per patient day, highest adjusted operating cost per
patient day and highest adjusted net revenue per patient day.
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e FirstHealth cannot be approved because projected inpatient and outpatient utilization is
based upon erroneous assumptions resulting in overstated projections as a result the
facility will incur greater losses with the 8-bed facility.

For all of the above reasons, the 2010 FirstHealth Application is non-conforming to the Review
Criteria for a New Institutional Health Service, and the 2010 FirstHealth Application must be
denied.

VII. Conclusion

.The majority of Hoke County residents live and are expected to live in the eastern side of the
County, which is closer to Cape Fear Valley Medical Center and the proposed Cape Fear Valley
West.

The FirstHealth Application confirms that:

e McLauchlin and Raeford Townships are the most populated townships in Hoke County.

e McLauchlin Township is projected to have a greater school age population growth due to
the impact of BRAC.

e Combined, McLauchlin and Raeford Townships represent 68.9 percent of Hoke County’s
2009 population and 70.3 percent of the County’s 2014 population.

An analysis of census tract population for Hoke County also illustrates that the population growth
is projected to continue in the eastern part of the county as shown in the following table.

Hoke County Census Tract Population Data

Total Women 15-44 65+ Jr_ Under 18
Census Tract 2009 2014 2009 2014 2009 2014 2009 2014
9701 23,531 28,266 5,945 6,647 1,022 1,648 7,959 9,298
9702 9,292 10,243 1,800 | 1,929 728 1,103 2,468 2,668
9703 4,988 5,133 950 949 854 960 1,175 1,200
9704 6,814 7,351 1,498 1,620 490 - 799 2,108 2,238
Total 44,625 50,993 10,193 11,145 3,094 4,510 13,710 | 15,404
Percent of Total
9701 52.7% 55.4% 25.3% 23.5% 4.3% 5.8% 33.8% 32.9%
9702 20.8% 20.1% 19.4% 18.8% 7.8% 10.8% 26.6% 26.0%
9703 11.2% 10.1% 19.0% 18.5% 17.1% 18.7% 23.6% 23.4%
9704 15.3% 14.4% 22.0% 22.0% 7.2% 10.9% 30.9% 30.4%

Source: Claritas

As shown in the above table, the largest and fastest growing population base in Hoke County is
-census tract 9701. That census tract includes the population in eastern Hoke County and in the
north, the training grounds for Fort Bragg Military Reservation which does not include any civilian
population. The following map shows the location of the proposed population growth and the
locations of the existing FirstHealth-Moore and Cape Fear Valley Health System.
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Hoke County Population Growth
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As illustrated in the above map, the northern section of Hoke County is the location of the Fort
Bragg Military Reservation which does not include any civilian population. The map also
illustrates that the projected population growth in Hoke County will be in the southeastern portion
of the County adjacent to Cumberland County and closer to Cape Fear Valley West.

Hoke Community Medical Center proposes to maximize existing resources by relocating 41
acute care beds from Cape Fear Valley Health System to Hoke Community Medical Center. The
proposed Hoke Community Medical Center is the best alternative to meet the needs of Hoke
County residents and will result significant expansion in access to health care services.
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Attachment 1

Comments in Opposition from Cape Fear Valley Health System, Inc.
Regarding FirstHealth of the Carolinas, Inc.
Certificate of Need Application (Project L.D. # N- 8354-09)
Submitted June 15, 2009 for July 1, 2009 Review Cycle

I. Introduction

In accordance with N.C.G.S. Section 131E-185(al)(1), Cape Fear Valley Health System, Inc.,
submits the following comments regarding the June 15, 2009 Certificate of Need Application
Project 1D. # N- 8354-09(FirstHealth Application) submitted for the July 1, 2009 review cycle
by FirstHealth of the Carolinas, Inc. (FirstHealth).

This project proposes to develop an acute care hospital, FirstHealth Community Hospital
(FirstHealth-Hoke), with eight acute care beds, one operating room, and one MRI scanner, all
relocated from FirstHealth Moore Regional Hospital (FirstHealth-Moore), for a total project cost
of $34,838,503. The proposed FirstHealth-Hoke also includes a new CT scanner, new x-ray
equipment, and other ancillary inpatient and outpatient services required in a community
hospital.

FirstHealth Hoke Community Hospital (FirstHealth-Hoke) is not a financially feasible
project. According to Proforma B on page 342 of the FirstHealth Application, the proposed
hospital will experience negative net income in the first three years of operation as shown in the
following table.

FirstHealth Hoke Community Hospital — Net Income

Project Year1 | Project Year 2 | Project Year3

FY 2012 FY 2013 FY 2014
Net Patient Revenue $ 13,199,129 $ 14,855,406 $ 16,553,295
Expenses Including Depreciation $ 14,715,721 $ 16,681,577 $ 17,667,424
Net Income $(1,516,592) | $ (1.826,171) | $ (1,114,129)

Source: ProForma B, page 342 of FirstHealth Application

FirstHealth does not discuss the impact of the negative net income on FirstHealth’s overall
financial health. In fact, FirstHealth fails to include a ProForma Balance sheet for FirstHealth of
the Carolinas, Inc., and it’s the legal applicant for the proposed project. Therefore, the project
cannot be found financially feasible.

The proposed FirstHealth-Hoke does not meet the needs of the community. FirstHealth begins
'its analysis with an erroneous assumption. On page 48 of the Application FirstHealth states, '
“Currently, a majority of Hoke County residents travels to Moore County for healthcare services,
followed by Cumberland County.” This is incorrect. As a result of the Federal Base
Realignment and Closure Plan developed in 2005 (BRAC), Hoke County has been the fastest
growing county in central North Carolina. The population growth in Hoke County has been in
the eastern area of the County adjacent to Cumberland County. As a result, in FY 2008
Cumberland County providers served more Hoke County residents than Moore County providers




as documented in the Pet1t1on submitted by Cape Fear Valley Health System for changes in the
Proposed 2010 SMFP .

As discussed on pages 128-132 of Cape Fear Valley West CON Application (Project ID # M-
8353-09), the military population at Fort Bragg has increased dramatically and, as a result, the
civilian population has grown. The population growth in Hoke County is a result of the growth
associated with Fort Bragg; young military families in their first homes and other families
choosing to live in Hoke County.

Hoke County residents need a full service community hospital which will deliver babies, make
possible numerous inpatient admissions, have multiple surgical operating rooms that allow for
scheduled inpatient surgeries, in addition to providing emergency services and outpatient care.

The proposed FirstHealth-Hoke is in reality an expensivé emergency room with outpatient
diagnostic imaging services and only one operating room.

The relocation of 8 acute care beds from FirstHealth-Moore to FirstHealth-Hoke is based upon
the FirstHealth calculated surplus of beds at FirstHealth-Moore, not the need for acute care
services for residents of Hoke County as stated on page 209 of the FirstHealth Application. The
needs of Hoke County residents will not be met by the proposed FirstHealth-Hoke. It is clear
that FirstHealth-Hoke has simply tried to justify a case for using what FirstHealth-Moore has
determined to be leftover acute care beds, operating room, and MRI not at all based upon what is
needed in Hoke County.

As specified in the FirstHealth Application on page 211, “Direct inpatient admissions are not
projected in the CON application and are not planned until the hospital is established and the
Medical Staff increases in number [Emphasis added].” The projections, however, reflect 8 beds
as needed for emergency patients. Therefore, there will be no capacity for present or future
direct inpatient admissions.

The only medical staff included for the proposed FirstHealth-Hoke are hospitalists, emergency
room physicians, surgeons, and ancillary medical providers such as radiologists, pathologists,
-and anesthesiologists. Local surgeons and physicians will not be allowed to admit patients to
FirstHealth-Hoke. If their patients are admitted through the ED, “FirstHealth proposes to
strengthen the patient/physician relationship by allowing the local primary care physician to
participate in the patients care through having access to patient diagnostic tests and input in
treatment and discharge planning [emphasis added].”

The population of Hoke County needs a much larger hospital with more than eight acute care -
beds and more than one operating room. The following table reflects total acute care bed need
for residents of Hoke County based upon population projections from the North Carolina Office
of State Demographics, a three year average acute hospital admission rate for residents of Hoke
County, and a three year average length of stay for residents of Hoke County.

"Included in Attachment 8




Total Hoke County Acute Care Bed Need

2009 2010 2011 2012 2013 2014
Population 45,602 | 46,762 | 47,922 | 49,082 | 50,243 | 51,402
Use Rate 69.27 69.27 69.27 69.27 69.27 69.27
Projected Cases 3,159 3,239 3,319 3,400 3,480 3,560
ALOS 4.87 4.87 487 | 4.87 4.87 4.87
Total Projected Days 15,398 | 15,790 | 16,182 | 16,573 | 16,965 17,357
ADC 42 43 44 45 46 48
Occupancy Rate 66.7% | 66.7% | 66.7% | 66.7% | 66.7% 66.7%
Beds Needed 63 65 66 68 70 71

Source: NCOSBM; State Office of Demographics; Attachment 1

The above table reflects 100% of projected inpatient days and acute care beds needed to serve
residents of Hoke County through 2014 assuming no community hospital is built. The projected
population of Hoke County in 2014, the third year of operation of the proposed FirstHealth-
Hoke, will be sufficient to support 71 acute care beds when planned at target occupancy of
66.7%. '

The following table assumes that a hospital is built in Hoke County and that out-migration is
limited to patients in need of services not provided at the community hospital. The 70% market
share assumption is consistent with a market share analysis included in the FirstHealth
Application. ’

Hoke County Acute Care Bed Need
Adjusted for Out-Migration of Tertiary Care

Population 51,402
Use Rate 69.27
Projected Cases 3,560
ALOS 4.87
Total Projected Days 17,357
Mkt Share 70%
Projected Days 12,150
ADC 333
Occupancy Rate 66.7%
Beds Needed 50

Source: NCOSBM; State Office of Demographics; Attachment |
Market share consistent with FirstHealth-Hoke market share analysis in FirstHealth Application at page
151

-As shown in the above table, the projected population of Hoke County in 2014, the third year of -
operation of the proposed FirstHealth-Hoke, will be sufficient to support 50 acute care beds
when planned at a target occupancy of 66.7%.




FirstHealth states on page 159, that the impact of BRAC on the Hoke County population will be
greater than projected by the NCOSBM. The following table projects the acute care bed need for
residents of Hoke County taking into consideration the increased population impact of BRAC.

Hoke County Acute Care Bed Need — Plus BRAC Population Impact
With and Without Out-Migration of Tertiary Care

2009 2010 | 2011 2012 2013 2014
Population 48,066 | 46,762 | 47,922 | 49,082 | 50,243 | 55,144
Total Acute Care Beds )
Needed 67 65 66 68 70 76
Adjusted for Out-
Migration — Acute Care
Beds Needed 47 45 47 48 49 54

Source: NCOSBM; State Office of Demographics; Attachment |
Market share consistent with FirstHealth-Hoke market share analysis in FirstHealth Application at page
151

The above table shows that when BRAC population is included, there is a need for 76 total acute
care beds, and 54 acute care beds at a community hospital in Hoke County. The proposed
‘FirstHealth-Hoke fails to meet the need of the residents of Hoke County.

The needs of Hoke County residents will not be met by FirstHealth. It is clear that FirstHealth-
Hoke is based upon FirstHealth-Moore’s leftovers and not at all based upon what is needed in
Hoke County.

In stark contrast, the proposed Cape Fear Valley West Hospital (Project ID # M-8353-09) will
provide residents of Hoke County with a full service hospital with 41 acute care beds, two ORs,
and 9 observation rooms.

FirstHealth Moore Regional Hospital is listed as the applicant not FirstHealth Hoke
Community Hospital. In response to Section I. Question 1. FirstHealth of the Carolinas, Inc.
d/b/a FirstHealth Moore Regional Hospital is listed as the applicant. FirstHealth-Hoke should be
the applicant, not FirstHealth-Moore.

II. CON Review Criteria

The following comments are submitted based upon the CON Review Criteria found at G.S.131E-
183. While some issues impact multiple Criteria, they are discussed under the most relevant
review Criteria and referenced in others to which they apply.

G.S. 131E-183 (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,




As discussed below in detail, the proposed project is non-conforming to Policy Gen-3: Basic
Principles, Policy AC-5 — Replacement of Acute Care Bed Capacity, the need determination in
the 2009 SMFP for one fixed MRI scanner in Hoke County, and basic assumptions included in
the acute care bed need methodology and the operating room need methodology.

A.  Policy Gen-3 — Basic Principles

FirstHealth failed to adequately demonstrate the need for the project, and therefore failed to
document how its projected volumes incorporate the Basic Principles in meeting the need
identified in the 2009 SMFP. FirstHealth also is selectively choosing patients with a preferential
payor mix and as a result, fails to provide access to underserved populations. Consequently, the
FirstHealth Application is not conforming to Policy Gen-3 and does not conform to Criterion 1.
(See also discussion of Criterion 3 on p. 8 -13)

B. Policy AC-5— Replacement of Acute Care Bed Capacity

Projected utilization in the FirstHealth Application for FirstHealth-Moore Regional Hospital
(FirstHealth-Moore) is significantly overstated. As a result, the proposal does not project future
utilization of total acute care beds at FirstHealth-Moore at 75.2% utilization. In addition, the
combined utilization of acute care beds at FirstHealth-Hoke and FirstHealth-Moore does not
exceed 75.2% as required by Policy AC-5. Consequently, the FirstHealth Application is not
.conforming to Policy AC-5, and does not conform to Criterion 1. (See also discussion of
Criterion 3 on p. 17)

C. Acute Care Need Bed Need Methodology — Data and Projected Need —
Results in Surplus Acute Care Beds

The projections included in the FirstHealth Application for FirstHealth-Moore are significantly
overstated. Baseline data utilized in the projections is inconsistent with data included in the
Proposed 2010 SMFP. As aresult, the proposed project does not project future utilization of
total acute care beds at FirstHealth-Moore at 75.2% utilization as required in the Acute Care Bed
Need Methodology. In addition, the combined utilization of acute care beds at FirstHealth-Hoke
and FirstHealth-Moore reflects a surplus of acute care beds. Therefore, FirstHealth is non-
conforming to Criterion 1. (See also discussion of Criterion 3 beginning on p. 9)

D. OR Service Area Definitions

Hoke County is incorrectly included with Moore County and designated as a multi-county
service area in the 2009 SMFP. Step 1 of Operating Room Need Methodology is used to
determine a Multi-County Operating Room Service Area (Page 56 of the 2009 SMFP):

Each county is a separate Operating Room Service Area except where there is no
licensed facility with an operating room located within the county, in which case
the county or counties without a licensed facility providing operating rooms are




combined in a multi-county grouping with a county that has at least one licensed
Jacility with an operating room. Multi-county groupings were determined based
on surgical patient origin data from the Hospital and the Ambulatory Surgical
Facility License Renewal Applications, supplemented by surgical patient origin
data from Blue Cross and Blue Shield. Counties without a facility providing
operating rooms were grouped with the contiguous county, whenever possible,
which served the largest reported number of surgical patients. [Emphasis
added.]

In conversations on May 21, 2009 and July 1, 2009, the State Medical Facilities Planning Section
acknowledged that it did not use the most current data available to determine service areas in the
2009 SMFP. As such, the 2009 SMFP groups Moore and Hoke Counties as a Multi-County
Operating Room Service Area for purposes of determining operating room need.

Data reported on the Annual Hospital and the Ambulatory Surgical Facility License Renewal
Applications (LRAs) is submitted to the State by each provider on December 1 of the preceding
year. Patient origin data for FY 2007, reported in the 2008 Hospital and Ambulatory Surgical
Facility LRAs, should have been used to determine Multi-County Operating Room Service
Areas for the 2009 SMFP. That data is the most current patient origin data reported by hospitals
and ambulatory surgery centers.

A review of the applicable data for the 2009 SMFP shows that in FY 2007, Hoke County
residents utilized Cumberland County operating room services more than providers in any other
county. As aresult the Multi-County Operating Room Service Areas definition in the 2009 Plan
should have been changed such that Hoke was consolidated with Cumberland County. The
following table reflects total surgical utilization by residents of Hoke County in FY 2007.

Hoke County Surgical Cases — FY 2007

: Combined
Surgical Providers Outpatient Inpatient Inpt/Outpt
Cumberland County Surgical Providers
Fayetteville AmSurg Center 517
Cape Fear Valley Medical Center 332 350
Highsmith-Rainey Memorial Hospital 97 2
Total Surgical Cases Cumberland County 946 352 1,298
Moore County Surgical Providers
The Eye Surgery Center of the Carolinas 149
FirstHealth-Moore 262 315
Surgery Center of Pinehurst 550
Total Surgical Cases Moore County 961 315 1,276
All Other Location Surgical Providers
All Other Surgical Providers 270 160 430
Total Surgery — Hoke County Residents 2,177 827 3,004

Source: 2008 LRAs Attachment 2

As shown in the table, total surgical volumes reported in the for FY 2007 in the 2008 Hospital
and Ambulatory Surgical LRAs, for Hoke County residents, Cumberland County surgical
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providers’ percentage of surgical market share was 43.2%. Moore County surgical providers’
percentage of surgical market share was 42.5%. Cape Fear Valley Health System and
Cumberland County providers served a greater percentage of Hoke County residents. FY 2008
data set forth in Attachment 2 reflects continuation of that trend.

Hoke County should have been combined with Cumberland County, and the two counties
defined as a multi-county Operating Room Service Area in the 2009 SMFP.

Consequently, the proposed relocation of an operating room from FirstHealth-Moore in Moore
County to FirstHealth-Hoke in Hoke County should be denied as a result of the error in the 2009
SMFP. Therefore, FirstHealth is non-conforming to Criterion 1.

E.  Operating Room Need Methodology — Results in Surplus of Operating
Rooms

Surgical volume is significantly overstated in the FirstHealth Application. As a result, projected
utilization fails to justify FirstHealth’s total operating rooms in Moore and Hoke Counties.
There is a surplus of operating rooms based upon the Operating Room Need Methodology in the
2009 SMFP and the methodology utilized by FirstHealth to project volume at FirstHealth-Moore
and FirstHealth-Hoke. Therefore, FirstHealth is non-conforming to Criterion 1. (See also
discussion of Criterion 3 beginning on p. 19)

F. MRI Determinative Need

The projections included in this Application and in FirstHealth-Moore’s MRI CON Application
(Project ID # H-8355-09) are overstated, and do not support the need for three MRI scanners at
FirstHealth-Moore and one MRI scanner at FirstHealth-Hoke. Furthermore, projected MRI
utilization does not support the relocation of one scanner to FirstHealth-Hoke if the addition of
-a fourth MRI scanner at FirstHealth-Moore is not approved as discussed in the context of
Criterion 3(a). Therefore, FirstHealth is non-conforming to Criterion 1. (See also discussion of
Criterion 3 beginning on p. 26)

Furthermore, the FirstHealth-Hoke Application should have been deemed to be competitive with
the FirstHealth-Moore CON Application for an additional fixed MRI and the Triad Imaging
CON Application for a fixed MRI. If the Triad Imaging Application is approved the relocation
of the MRI from FirstHealth-Moore to FirstHealth-Hoke would result in inadequately meeting
the needs of the population currently served by the MRI to be relocated and a determination of
non-conformity to G.S. 131E-183 (3a).

G.S. 131E-183 (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.

The proposed project is non-conforming to Criterion 3 because it understates the need that
residents of Hoke County have for acute care services, overstates the need for emergency
services, and overstates the need for acute care services at FirstHealth-Moore. Furthermore,

‘FirstHealth has chosen patients with a preferential payor mix by choosing not to provide

obstetrical services.

A. FirstHealth Fails to Meet the Needs of the Underserved

The following table reflects total payor mix for residents of Hoke County for FY 2008.

Hoke County Payor Mix
Medicare and Other Self
Medicare HMO | Medicaid | Tricare | Government | BC | HMO/PPO | Indemnity | Pay | Other | Total
Total Hoke County Discharges by Payor

1,321 1,078 282 93 432 171 119 275 22 3,793

34.8% 28.4% 7.4% 2.5% 11.4% 4.5% 3.1% 73% | 0.6% | 100.0%
Hoke County OB DRGs
4 335 63 0 75 42 15 18 0 552
0.7% 60.7% 11.4% 0.0% 13.6% 7.6% 2.7% 3.3% | 0.0% | 100.0%
Hoke County w/o. OB DRGs

1,317 743 219 93 357 129 104 257 22 3,241

40.6% 22.9% 6.8% 2.9% 11.0% 4.0% 3.2% 7.9% | 0.7% | 100.0%

Source: Thomson Reuters NC Hospital Database; Attachment 3

As shown in the above table, over 60% of babies delivered to Hoke County mothers are

Medicaid patients and 3.3% self-pay. The majority of patients admitted with medical problems
have Medicare and Medicaid. Reimbursement from Medicare and Medicaid is significantly

lower for medical patients than surgical patients. Therefore, by deciding not to provide inpatient

medical admissions and deliver babies at FirstHealth-Hoke, FirstHealth will not provide needed
services to underserved populations in Hoke County. As a consequence, FirstHealth does not

conform to Criterion 3 because it fails to meet the needs of the underserved populations in Hoke
County, particularly pregnant women.

Please see additional discussion regarding the proposed payor mix and the impact on the

underserved in the context of Criterion 13.




B. FirstHealth Overstated Acute Care Patient Days at FirstHealth-Hoke

I FirstHealth uses unreasonable increases in the Emergency Visit Use Rate
for Hoke County residents

FirstHealth projects inpatient days based upon emergency visits for FirstHealth-Hoke.
Emergency volumes were overstated by 3.5% in Project Year 3. As a result, inpatient days were
overstated by 3.5%. All projections based upon emergency room visits are overstated.
Therefore, the proposed project is non-conforming with Criterion 3.

Emergency volume for FirstHealth-Hoke is projected using a use rate methodology. FirstHealth
increased the Hoke County emergency room use rate by 12.5% from FY 2008 to FY 2014 as
reflected on page 214 of the FirstHealth Application. Population during this timeframe increases
23.8% as shown on pages 214 and 215 of the Application. As a result, total projected emergency
+visits for Hoke County residents on pages 214 and 215 reflects the compounded growth of the -
combined population and the emergency room use rate, resulting in a 39.4 % increase in
emergency room utilization over the next six years, or 6.6% growth annually.

FirstHealth utilized historical North Carolina statewide emergency visit use rate data to inflate
future emergency visit use rates. However, changes in North Carolina use rates can be skewed
by urban emergency room utilization as reflected in the following two tables. Throughout the
FirstHealth Application, FirstHealth compared health service utilization by Hoke County
residents to seven counties with comparable total population. A comparative review of
emergency visit growth in the seven counties identified by FirstHealth with comparable
populations reflects a much more conservative growth in emergency room utilization as reflected
in the following table. , ‘

Emergency Room Utilization — County with Comparable Population

County Hospital FY 2003 FY 2008 CAGR
Beaufort Beaufort County Hospital 20,793 21,067 0.3%
Beaufort Pungo District 5,396 5,328 -0.3%
Pasquotank Albemarle Hosp 28,831 34,774 3.8%
Davie Davie Cty Hosp 11,573 12,312 1.2%
Yadkin Hoots Memorial 6,958 8,492 4.1%
Vance Maria Parham 31,157 . 32,579 0.9%
McDowell McDowell Hosp 15,898 20,142 4.8%
Watauga Blowing Rock 1,545 T 1,411 -1.8%
Watauga Watauga Medical Ctr 15,964 20,208 4.8%
Total Emergency
Visits 138,115 156,313 2.51%

Source: Page 166 FirstHealth Application; Annual LRAs; Aitachment 4

As shown in the above table, emergency visits increased only 2.5% annually from FY 2003
through FY 2008 in these counties identified by FirstHealth for comparative purposes with
similar population bases.



The following table reflects the growth in emergency room utilization in hospitals located in
large urban markets during the same timeframe.

Urban County Emergency Visit Growth

County FY 2003 FY 2008 CAGR
Cumberland 89,016 116,433 5.5%
Durham 107,526 118,671 2.0%
Forsyth 138,245 191,409 6.7%
Guilford 182,363 181,325 -0.1%
Mecklenburg 332,430 437,482 5.6%
Orange 42,243 62,524 8.2%
Pitt 63,384 87,907 6.8%
Wake 179,301 292,233 . 10.3%

Total Emergency Visits 1,134,508 1,487,984 5.6%

Source: Annual LRAs; Attachment 4

As shown in the above table, emergency utilization increased 5.6% annually from FY 2003
through FY 2008 in counties with large population bases. Therefore, it is unreasonable to use an
annual inflation rate for Hoke County emergency room use based upon the increase in the NC
state emergency room use rate since the increase in the NC statewide emergency room use rate
was skewed by higher growth in urban emergency room utilization from 2003 to 2008.

FirstHealth utilized county level comparative analysis throughout the Application, except in
‘determining an appropriate emergency visit growth rate. Using the 2.5% CAGR in emergency
room visits in the seven counties identified by FirstHealth with comparable populations to
project emergency visits for Hoke County residents results in significantly lower projected
emergency visits for Hoke County as shown in the following table.

Hoke County Population — Adjusted Total Emergency Visits Based Upon the Growth
Emergency Utilization in Seven Comparable Counties

2008 2009 2010 2011 2012 2013 2014
Adjusted Hoke
ED Visits 10,148 10,402 10,663 10,930 11,204 11,485 11,773
Growth Rate 2.5% 2.5% 25% | 2.5% 2.5% 2.5% 2.5%
Hoke ED Visits
— FirstHealth
Application 10,148 12,960 13,591 14,147
Overstated 15.7% 18.3% 20.2%

Source: Page 214 of FirstHealth Application; LRA data in previous table for growth rate; Attachment 4

Adjusted 2014 emergency room visits in the above table are 20.2% greater in Project Year 3
when the comparable counties ED growth rate is used to project future utilization. However, the
2.5% increase reflects both the increase in emergency utilization in a county and the increase in
population growth rate. To determine the actual increase in emergency utilization, the
population growth for the seven counties should be subtracted.
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Population Growth Rate — 2003 — 2008

County FY 2003 FY 2008 CAGR
Beaufort : 45,331 46,600
Davie 37,061 40,980
McDowell 42,964 44,570
Pasquotank 36,353 41,178
Vance 43,561 43,497
‘Watauga 43,080 45,325
Yadkin 36,715 38,172
Total 285,065 300,322 1.0%

Source: NCOSBM; Atiachment 4

As shown in the above table, the overall annual population growth for the seven comparative
counties was 1.0%. Subtracting the 1.0% overall annual population growth from the annual
increase in emergency visits results in a 1.5% annual increase in emergency room utilization.
Hoke County’s population growth, as utilized in the FirstHealth Application, was 3.6% as
reflected in the following table.

Hoke County Projected Population — Including BRAC Projected Growth

2008 2012 2013 2014 CAGR
Hoke County ‘
Population 44,538 52,475 | 53,985 | 55,144 3.6%

Source: FirstHealth Application pages 214 and 215, Aitachment 4

Combining the Hoke County population growth of 3.6% with the emergency room utilization
growth of 1.5% experienced in the seven counties used by FirstHealth for comparative analysis,
results in an emergency visit growth rate of 5.1%. The following table shows projected total
Hoke County emergency visits in Project Year 3 using these assumptions.

Hoke County Population — Adjusted Total Emergency Visits

2008 2009 2010 [ 2011 2012 2013 2014
Adjusted Hoke
ED Visits 10,148 10,664 11,206 11,775 12,374 | 13,003 13,663
Growth Rate 5.1% © 5.1% 5.1% 5.1% 5.1% 5.1% 5.1%
Hoke ED Visits
— FirstHealth ,
Application 10,148 12,960 13,591 14,147
Overstated -4.7% | -45% | -3.5%

Source: Page 214 of FirstHealth Application; LRA data in previous table for growth rate; Aitachment 4

As shown in the above table, projected emergency visits for FirstHealth-Hoke at 14,147 were
overstated by 3.5% in the third year of operation. Projected emergency visit volume, based upon
reasonable assumptions, should have been 13,663. Since projected utilization for FirstHealth-
Hoke was based upon ratios applied to emergency room utilization, inpatient days, inpatient
surgery, inpatient and outpatient radiology, MRI, CT, and all other volumes based upon
emergency room utilization are overstated by 3.5%.
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2. FirstHealth overstates average length of stay for ED inpatient admissions

FirstHealth utilizes a 3.1 average length of stay for emergency room patients in need of
admission to the eight bed inpatient unit. This ALOS is based upon a sample of Hoke County
residents utilizing the FirstHealth-Moore emergency service over the last three years. However,
the sample was not acuity adjusted.

FirstHealth-Hoke states on page 227 that 50% of all emergency patients in need of inpatient
admission will be shifted to FirstHealth-Moore. While no discussion or documentation is
provided for this assumption, FirstHealth does state on page 227 this is “to accommodate the
projected ED inpatients specifically those who may have higher acuities.” However, FirstHealth
does not adjust the ALOS for those more complex patients with longer LOS who are transferred
to FirstHealth-Moore and utilizes the 3.1 average length of stay those less acute patients at the
low end of the continuum with lower than average LOS for patients remaining at FirstHealth-
Hoke. As aresult, the patient days are overstated.

Therefore, the proposed project is not conforming to Criterion 3 as FirstHealth failed to
demonstrate the need that this population has for the services proposed.

C. FirstHealth Understated Acute Care Bed Need for FirstHealth Hoke
Community Hospital '

As discussed in the Introduction, the proposed FirstHealth-Hoke does not meet the needs of the
residents of Hoke County. Every analysis of acute care bed need done for Hoke County, except
FirstHealth-Hoke’s analysis, establishes that the residents need more than the proposed eight
acute care beds and one operating room. The following table reflects a summary of the total
acute care bed need for the residents of Hoke County based upon population projections, a three
year average acute hospital admission rate for residents of Hoke County, and a three year
average length of stay for residents of Hoke County.

Total Hoke County Acute Care Bed Need

| 2009 | 2010 [ 2011 [ 2012 | 2013 | 2014
Hoke County - NC Population Statistics

Acute Care Beds Needed 56 58 59 60 62 63
Acute Care Beds Needed Adjusted for

Out-Migration (30%) 44 45 47 48 49 50

Adjusted Hoke County Population Statistics (BRAC Population)

Acute Care Beds Needed 59 58 59 60 62 68
Acute Care Beds Needed Adjusted for

Out-Migration (30%) 47 45 47 48 49 54

Source: Attachment 1

As shown in the above table, projected acute care bed need in Hoke County exceeds 50 acute
care beds. This analysis is consistent with the Assessment and Recommendations made in the
Comprehensive Regional Growth Plan for the Fort Bragg Region for Hoke County. A need for a
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50 bed community hospital in Hoke County is reflected on pages 38 and 39 of Attachment 5
‘(Hoke County BRAC Report).

It is revealing that FirstHealth continually uses the BRAC population growth figures to justify
the proposed project, except the number of acute care beds needed. FirstHealth tries to make the
case that in this single area of analysis, the BRAC study is incorrect (See page 185 of the
FirstHealth-Hoke application). Based on FirstHealth’s analysis the BRAC study should have
found an acute care bed need of 8 beds for Hoke County. This number surprisingly coincides
with FirstHealth-Moore’s acute care bed surplus.

Clearly, the relocation of only eight acute care beds from FirstHealth-Moore to FirstHealth-Hoke
is based upon the surplus of beds at FirstHealth-Moore, not the need for acute care services for
residents of Hoke County. The needs of Hoke County residents are an afterthought, leftovers,
based upon what is not needed at FirstHealth-Moore. Therefore, FirstHealth is non-conforming
to Criterion 3.

-D. FirstHealth-Moore Overstated Acute Care Days for Most Current
Twelve Months

FirstHealth-Moore reported 86,237 acute care patient days for the time period May 2008 through
April 2009 on page 173 of the FirstHealth Application. It is unclear what data source is being
used by FirstHealth as no underlying information is provided in the Application. However, the
data reported is inconsistent with data reported by FirstHealth in the Thomson Reuters NC
Hospital Database used for state planning purposes.

The self reported data on page 173 shows the highest patient day utilization in years when
compared to acute care days reported in Table SA of the Proposed 2010 SMFP which is used for
planning purposes by the State. The following table shows utilization of FirstHealth-Moore’s
297 licensed acute care beds at 73,264 acute care patient days in FY 2008. The May 08-Apr 09
reported 86,237 acute care patients days included on page 173, reflects a 17.7% growth in a six
month timeframe as reflected in the following table. This growth follows a 7.0% decrease in
.utilization in 2008.

FirstHealth-Moore Acute Care Bed Utilization: October 2003 — April 2009

May 2008 —

FY2004 | FY2005 | FY2006 | FY2007 | FY2008 | April 2009*
SMFP Acute Care Days | 80,761 75,770 74,037 78,816 73,264 86,237
% Change -6.2% -2.3% 6.5% -7.0% 17.7%

Source: Annual SMFPs; Attachment 4
*Self-reported utilization data on page 173 of the FirstHealth Application

Further analysis of the acute care patient day 17.7% growth at FirstHealth-Moore from FY 2008
to the most current twelve months (May 2008 — April 2009) reported by FirstHealth-Moore is
reflected in the following table. This analysis shows that the reported FirstHealth-Moore
acute care patient day volume could not be achieved without an average daily census
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(ADC) at FirstHealth-Moore exceeding licensed bed capacity every day from January 2009
through May 2009. The following table reflects monthly acute care inpatient utilization as -
reported by FirstHealth-Moore to the Thomson Reuters NC Hospital Database for the time

period FY 2007 through the first quarter of FY 2009.

FirstHealth Moore Regional Monthly Inpatient Day Utilization Through December 2008

Patient Days Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Jun Jul | Aug | Sep Total

FY 2007 6,927 | 6,617 | 6,884 | 7,444 | 6,640 | 7,147 | 6,625 | 6,833 | 5,825 | 5,882 | 6,458 | 5,833 | 79,115

‘FY 2008 6,429 | 6,076 | 6,226 | 6,323 | 6,821 | 6,507 | 6,200 | 6,025 | 5,475 | 6,006 | 5,912 | 5,763 | 73,763

FY 2009

Actual Patient
Days
May 08-Dec 09

Patient Days
Reported in The
FirstHealth
Application - page
173

May 08-April 09

Difference Equals
Remaining Patient
Days for

Jan 09-Apr 09

ADC Jan-Apr09 |

atient Per Da . \ .
Over Licensed Bed &\\Q\\ .

As shown in the above table, to achieve the 86,237 patient days at FirstHealth-Moore in May
2008 to April 2009, average daily census at FirstHealth-Moore would have had to been 312
patients per day, every day for the timeframe January 2009 through May 2009. This increase in
ADC reflects an occupancy level of 105.1% seven days a week for the four month
timeframe. Therefore, it would be impossible for FirstHealth to achieve this level of patient day
utilization. Furthermore, FirstHealth did not provide any explanation of this significant increase
in patient days. :

As aresult, FirstHealth fails to provide reasonable assumptions to project bed need for
FirstHealth-Moore, therefore, it is impossible to project future utilization of FirstHealth-Moore
or to justify the need for 320 beds at FirstHealth-Moore and FirstHealth-Hoke. As a result, the
‘acute care projections are not reasonable and result in overstated patient days at FirstHealth-
Moore and FirstHealth-Hoke.
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E. FirstHealth Overstated Projected Acute Care Bed Need for
FirstHealth-Moore

1. Projected Surplus of Beds at FirstHealth-Moore

A surplus of 53 acute care beds is projected for FirstHealth-Moore in FY 2014 in the Proposed
2010 SMFP. On page 209 of the FirstHealth Application, FirstHealth correctly points out that a
surplus of 33 acute care beds was projected for FirstHealth-Moore in the 2009 SMFP.

FirstHealth, however, does not disclose that its surplus is projected to grow from 33 to 53 beds in
the Proposed 2010 SMFP. That surplus is shown in the following table, which is extracted from
Table SA of the Proposed 2010 SMFP.

6 Years
Growth 2014 Projected
Using Projected 2014 Beds 2014
Licensed | Adjustments for | Thomson 02% Average Adjusted for | Deficit or
Acute CON/Previous: | 2008 Acute | Growth Daily Target Surplus (¢~ 2014 Need
.Care Beds Need Care Days Rate Census Occupancy “) Determination
297 33 73,264 73,352 201 267 -53 0

Source: Table 54 of the Proposed 2010 SMFP.

Using FirstHealth’s logic on page 209, the projected 2014 53-bed surplus becomes a surplus of
30 beds when the 23 CON-approved beds for FirstHealth-Moore’s Heart Hospital (Project ID #
H-7121-04) become operational in 2011. The 30-bed surplus is further reduced by 8-beds when
the 8 beds at FirstHealth-Hoke become operational in 2012, leaving a surplus of 22 beds.
FirstHealth has not acknowledged or addressed a 22-bed surplus.

2. FirstHealth Excess Acute Care Bed Capacity System Wide

In addition to the surplus of acute care beds at FirstHealth-Moore, a surplus of 47 acute care beds
is projected for FirstHealth Richmond in FY 2014 and a surplus of 29 acute care beds is
projected for FirstHealth Montgomery in FY 2014 in the Proposed 2010 SMFP. The following
table illustrates the increasing excess of acute care beds associated with FirstHealth hospitals
-from the 2009 SMFP to the Proposed 2010 SMFP. ’

FirstHealth Excess Acute Care Bed Capacity

| 2009smFP |

FH Moore Regional -33 -53 , -20
FH Richmond -41 -47 -6
FH Montgomery -31 -29 2

Total -105 -129 -24

Source: SMFPs
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As shown in the previous table, excess acute care bed capacity within the FirstHealth system is
projected to be over 125 excess acute care beds in 2014 as reflected in the Proposed 2010 SMFP.
This reflects 20 more excess acute care beds than in the previous year’s 2009 SMFP.

3. Acute care bed projections for FirstHealth-Moore are significantly
overstated

Since 2004, acute care patient days at FirstHealth-Moore have decreased 9.3%, a CAGR of -
2.3% as reflected in the following table.

FirstHealth-Moore Acute Care Bed Utilization: October 2003 — September 2008

FY 2004 | FY 2005 | FY2006 | FY 2007 | FY 2008 CAGR
SMFP Acute Care Days 80,761 75,770 74,037 78,816 73,264
% Change -6.2% -2.3% 6.5% -7.0% -2.3%
LRAs Acute Care Days 79,839 75,327 77,037 80,897 76,079
% Change -5.7% 2.3% 5.0% -6.0% -1.1%
Variance (+) reflects
Self Reported LRA
greater than SMFP -1.1% -0.6% 4.1% 2.6% 3.8%

Source: Annual SMFPs; Annual LRAs; Attachment 4

In addition, patient days decreased 7.0% from FY 2007 to FY 2008 based on the most current
available SMFP data. However, FirstHealth used a 0.5% annual growth rate to project future
volume for FirstHealth-Moore. FirstHealth did not provide any explanation regarding the
Treasonableness of this assumption. Based upon historical utilization, a 0.5% annual growth rate
is not a reasonable assumption.

The above table also shows that annual self-reported data included in the LRAs has varied
significantly from Thomson data included in the annual SMFP. In the last three years,
FirstHealth-Moore’s self-reported LRA acute care patient days have exceeded Thomson reported
acute care patient day data by as much as 4.1% in 2006; 2008 data reflected a 3.8% variance.
Therefore, it is reasonable to assume that the self-reported patient day utilization from April
2008 to March 2009 is overstated by as much as 3.5%, the three year average overstated percent
from 2006 — 2008.2

The following table reflects projected bed need for FirstHealth-Moore based historical 2008
Thomson patient day volume reflected in the Proposed 2010 SMFP and county specific
population growth rates for the counties of the FirstHealth-Moore service area, defined using the
patient origin for inpatient services included in the 2009 LRA. It should be noted, however, that
-using population growth to project future bed days for FirstHealth-Moore results in overstated
utilization based upon the historical patient day CAGR of -2.3% previously discussed.

? Calculation = (4.1% + 2.6% + 3.8%) / 3 = 3.5%
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FirstHealth-Moore Projected Bed Need

Historical Population Projected
Patient Days CAGR

FY 2008 2008-2014 2009 22010 2011 2012 2013 2014
Chatham 1,052 24% 1,079 1,107 1,134 1,161 1,188 1,216
Cumberland 1,736 0.9% 1,752 1,771 1,789 1,805 1,820 1,833
Harnett 2,586 2.8% 2,665 2,744 2,823 2,901 2,980 3,059
Hoke 5,142 2.5% 5,276 5,410 5,544 4,607 3,592 2,505
Lee 4,838 2.0% 4,938 5,039 5,140 5,241 5,341 5,442
Montgomery 5,596 0.4% 5,620 5,645 5,669 5,694 5,718 5,743
Moore 33,754 1.8% 34,392 35,024 | 35,652 | 36,276 | 36,896 | 37,510
Richmond 7,649 0.2% 7,659 7,684 7,702 7,715 7,725 7,732
Robeson 4,024 1.0% 4,064 4,103 4,142 4,181 4,220 4,260
Scotland 3,123 0.9% 3,150 3,181 3,212 3,242 3,273 3,304
All other (5.1%) 3,765 3,824 3,884 3,944 3,945 3,941 3,933
Total Pt Days 73,264 74,419 75,592 | 76,752 | 76,769 | 76,695 | 76,536
ADC 201 204 207 210 210 210 210
Occupancy 62.7% 63.7% 64.7% 65.7% 65.7% | 65.7% | 65.5%
Bed Need at
75.2% 267 271 275 280 280 279 279
Proposed
Licensed and
Approved
Inventory 320 320 320 320 312 312 312
Surplus Beds (-) -53 -49 -45 40 -32 -33 -33

Source: County 2008 patient days = 2008 patient days from Table 54 of Proposed 2010 SMFP x patient origin

Jrom page 19 2009 LRA; Population growth from NC Office of State Demographics; Attachment 4

The above table also reflects adjustments to Hoke County patient days to reflect patient days
shifted to the proposed FirstHealth-Hoke. As shown in the table, FirstHealth-Moore currently
has 53 excess acute care beds. The surplus in acute care beds continues through 2014 with 33
surplus beds reflected in the previous table. Furthermore, as previously discussed, using
population growth to project future bed days for FirstHealth-Moore results in overstated
utilization based upon the historical patient day CAGR of -2.3% previously discussed.

FirstHealth fails to achieve the 75.2% utilization as required by Policy AC-5 of the 2009 SMFP.
As aresult, the proposed project results excess acute care beds in the combined Moore-Hoke

‘acute care service area, and FirstHealth fails to justify the need for the 320 acute care beds
proposed for FirstHealth-Moore and FirstHealth-Hoke.

4. Acute care bed projections in FirstHealth-Moore’s Heart Hospital CON

(Project ID # H-7121-04) were significantly overstated.

As previously discussed, the proposed 320 acute care beds at FirstHealth-Moore will be
underutilized. In addition, a comparison with patient day projections in the FirstHealth Heart
Hospital (Project ID no. H-7121-04) shows that projections associated with the FirstHealth-

Moore Heart Hospital also were overstated in 2004. In that Heart Hospital Application,

FirstHealth-Moore assumed that “based on population growth, physician recruitment, and

disease prevalence in its service area ... that achieving a 2008 Acute Inpatient Days of Care of
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87,723 patient days is reasonable.” Projections found on page 104 of the Heart Hospital
Application are set forth in the following table. :

FirstHealth-Moore Acute Care Bed Projections: FY 2008 — FY 2010

FY FY FY
Bed Category 2008 2009 2010 Annual % Change |
ICU 15,108 15,561 16,028 3.000%
General 72,755 73,482 74,217 1.000%
Total 87,863 89,043 90,245 1.3%

Source: Project ID #H-7121-04 at page 104; Attachment 4 '

It is noteworthy that in the FirstHealth Application for Hoke County, FirstHealth projects only “a -
0.5 percent annual increase in inpatient days of care at FirstHealth-Moore from FY 2009 through
FY 20147 That annual growth rate is less than half of the growth rate FirstHealth projected in
the Heart Hospital Application.

The following table compares actual and projected FY 2008 and projected acute care bed
utilization in the current Application when all 320 acute care beds are licensed and operational at
FirstHealth-Moore (312 acute care beds) and FirstHealth-Hoke (8 acute care beds) to the
projections in Project ID #H-7121-04 for all 320 acute care beds at FirstHealth-Moore.

Comparison of FY 2008 Actual and Projected
and Projected Days of Care: FY 2012 - FY 2014

Total: FirstHealth-Moore & .

Actual '
FirstHealth-Hoke — 320 beds FY 2008 | FY 2012 | FY 2013 | FY 2014
FirstHealth Application N-8354-
09: Projected Days of Care 73,264 88,608 89,099 89,585
FirstHealth-Moore —320 beds. | FY 2008 | FY 2012 | 'FY 2013 | FY 2014
Project ID #H-7121-04: Projected
Days of Care 87,863 92,713 93,980 95,270
Difference 14,599 4,105 4,881 5,685
% Difference 16.6% 4.4% 5.2% 6.0%

Source: Attachment 4

As shown in the above table, actual FY 2008 patient days were 16.6% less than patient days
projected in the FirstHealth-Moore Heart Hospital CON Application in 2004. FirstHealth’s use
of a much more conservative growth rate, which results in 6.0% less patient days in FY 2014,
reflects FirstHealth’s own acknowledgement that projected patient days were overstated in 2004.
No explanation is provided in the FirstHealth Application for the difference in projections, as
shown in the previous table.

The FirstHealth Application is non-conforming to Criterion 3 because projections for
FirstHealth-Moore are overstated and are based upon unreasonable assumptions.

* FirstHealth Application N-8354-09 at page 174,
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F. FirstHealth Overstated Inpatient Surgical Procedures at FirstHealth-

Hoke Based on Unreasonable Increases in Emergency Utilization for
Hoke County Residents

‘FirstHealth projects inpatient surgical volume based upon emergency visits for FirstHealth-Hoke

at 69 procedures. Emergency volumes were overstated by 3.5% in Project Year 3. As a result
inpatient surgical volume was overstated by 3.5%. Therefore, the proposed project in non-
conforming to Criterion 3.

Furthermore, because FirstHealth-Hoke does not propose to admit patients for elective
procedures as referenced on page 211 of the FirstHealth Applications, the projected inpatient
surgical volume is based solely upon emergency room visits.

G.  FirstHealth Understated Surgical Operating Rooms Needed for
FirstHealth-Hoke

The population of Hoke County needs more than one operating room. The following table
reflects total operating rooms needed for residents of Hoke County based upon population
projections from the North Carolina Office of State Demographics and current inpatient and
-outpatient surgical use rates.

Total Hoke County Operating Room Need

Hoke County 2009 2010 2011 2012 2013 2014
Population 45,602 46,762 47,922 49,082 50,243 51,402
Inpt Surgical Use Rate {1 19.22 19.22 19.22 19.22 19.22 19.22
Projected Inpt Cases 876 899 921 943 - 965 988
Outpatient Surgical Use
Rate 48.15 48.15 48.15 48.15 48.15 48.15
Projected Outpt Cases 2,196 2,252 2,308 2,363 2,419 2,475
Weighted OR Hours 5,923 6,073 6,224 6,375 6,525 6,676
Total OR Need 3.2 3.2 3.3 34 3.5 3.6

Source: NCOSBM; State Office of Demographics; Attachment 4

As shown in the above table, the projected population of Hoke County in 2014, the third year of
-operation of the proposed FirstHealth-Hoke, will support 3.5 operating rooms assuming 1,872
available surgical hours per room.

The following table assumes that if a hospital is built in Hoke County, that out-migration will be
limited to patients in need of services not provided at that hospital, and that 50% of all inpatient
surgery and 70% of all outpatient surgery will be provided at the hespital in Hoke County.
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Hoke County Operating Room Need
Adjusted for Out-Migration of Tertiary Care

Hoke County 2009 2010 2011 2012 2013 2014
Population 45,602 46,762 47,922 49,082 | 50,243 51,402
Inpt Surgical Use Rate 19.22 19.22 19.22 19.22 19.22 19.22
Projected Inpt Cases 876 899 921 943 965 988
Inpt Mkt Share 50% 50% 50% 50% 50% 50%
Adjusted Inpt Cases 438 449 460 472 483 494
Outpatient Surgical Use
Rate 48.15 48.15 48.15 48.15 48.15 48.15
Projected Outpt Cases 2,196 2252 2,308 2,363 2,419 2,475
Outpt Mkt Share 70.0% 70% 70% 70% 70% 70%
Adjusted Outpt Cases 1,537 1,576 1,615 1,654 1,694 1,733
Weighted OR Hours 3,620 3,712 3,804 3,896 3,989 4,081
Total OR Need 1.9 2.0 2.0 2.1 2.1 2.2

Source: NCOSBM; State Office of Demographics; Attachment 4
Market share is more conservative than FirstHealth-Hoke market share analysis on page 15 of
FirstHealth Application

As shown in the above table, the projected population of Hoke Coﬁnty in 2014, the third year of
operation of the proposed FirstHealth-Hoke, will be sufficient to support two operating rooms
assuming 1,872 available surgical hours per room.

FirstHealth states on page 159 that the impact of BRAC on the Hoke County population will be
greater than projected by the NCOSBM. The following table projects the operating room need

for residents of Hoke County taking into consideration the increased population impact of
BRAC.

Hoke County Operating Room Need — Plus BRAC Population Impact
With and Without Out-Migration of Tertiary Care

2009 2010 | 2011 2012 2013 2014
Population 48,066 | 46,762 | 47,922 | 49,082 | 50,243 | 55,144
Total Operating Rooms '
Needed 3.3 3.2 3.3 34 .| 35 3.8
Adjusted for Out-
Migration — Operating
Rooms Needed 2.0 2.0 2.0 2.1 2.1 2.3

Source: NCOSBM; State Office of Demographics; Aitachment 4

Market share is more conservative than FirstHealth-Hoke market share analysis on FirstHealth
Application page 151

Using the same methodology utilized in the above operating room need table, including the
BRAC projections, results in a need for four total operating rooms for the residents of Hoke
.County and two operating rooms for a community hospital in Hoke County. The proposed

FirstHealth-Hoke fails to meet the needs of the residents of Hoke County.
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As reflected on page 209 of the FirstHealth Application, the relocation of only one operating
room from FirstHealth-Moore to FirstHealth-Hoke is clearly based upon the FirstHealth
calculated surplus of operating rooms at FirstHealth-Moore and not the need for surgical services
for residents of Hoke County. Therefore, FirstHealth is non-conforming to Criterion 3.

‘H.  FirstHealth Overstates Surgical Operating Rooms Needed for

FirstHealth-Moore Hospital

1. FirstHealth-Moore has experienced a significant decline in surgical
utilization.

Self-reported data on page 65 of the FirstHealth Application shows utilization of FirstHealth-
Moore’s surgical operating rooms at the lowest volume in years, as shown in the following table.

FirstHealth-Moore Surgical Utilization: October 2003 — March 2009

Proposed - | April 2008 -
2006 SMFP | 2007 SMFP | 2008 SMFP | 2009 SMFP | 2010 SMFP March
FirstHealth-Moore | (10/03-9/06) | (10/04-9/05) | (10/05-9/06) | (10/06-9/07) | (10/07-9/08) 2009**
Inpatient Cases
(Dedicated C-
" Section OR Cases .
Excluded)* 6,069 6,076 6,659 5,815 5,616 5,495
% Change 0.1% 9.6% -12.7% -3.4%
Ambulatory Cases 7,719 7,869 5,377 4,805 4,453 4,318
% Change 1.9% -31.7% -10.6% -7.3%
Total 13,788 13,945 12,036 10,620 10,069 9,813
% Change 1.1% -13.7% -11.8% -5.2%

* Inpatient Cases include open heart surgeries performed in the two dedicated dpen heart operating rooms.
**Self-reported utilization data on page 65 of The FirstHealth Application
Source: SMFPs and Hospital License Renewal Application

FirstHealth not only did not acknowledge that it was experiencing significant declines in surgical
Volunllle, it also projected that its total surgical volume will increase by 0.5% per year through FY
2014.

2. FirstHealth-Moore does not acknowledge ownership of Surgery Center of
Pinehurst

In addition to the underutilized operating rooms at FirstHealth-Moore, FirstHealth also has
significant ownership of the Surgery Center of Pinehurst which has six operating rooms.

According to Project ID #H-7096-04,> which was for expansion of Surgery Center of Pinehurst
to 6 operating rooms, FirstHealth owns 100% of one of the two co-applicants and 40% of the
second co-applicant. Project ID #H-7096-04 reveals the following.

! FirstHealth Application N- 8354-09 at page 67.
* Section I (bates stamped pages 000006 — 000012) and Exhibit 1 of Project L.D. #H-7096-04
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e Surgery Center of Pinehurst Properties, LL.C

o Owned 100% by FirstHealth; FirstHealth will make available up to 49%
ownership of LLC to Community Physicians after licensure and certification of
facility
Co-holder of CON for 4 ORs
CON co-applicant for two additional ORs
Sole party obligated for the funding of the ambulatory surgery center’s expansion
Under terms of a Ground Lease with FirstHealth, Surgery Center of Pinehurst
Properties, LLC will lease land for the ambulatory surgery center’s construction
and in turn will sublease the land to Surgery Cénter of Pinehurst, LLC

o 0 O O

e Surgery Center of Pinehurst, LLC — “operator of the ASC”
o Owned 40% by FirstHealth, 26% by Surgical Associates, LLC, 26% by Pinehurst
Surgical Clinic ASC Group, LLC, and 8% by ASC Group
Co-holder of CON for 4 ORs
CON co-applicant for two additional ORs
Ambulatory surgery center operator
Sole party responsible for funding of the ASC’s fixed and mobile equipment
Sole party responsible for funding of the ASC’s start up and initial operating
expenses ’

o O O O O

e Surgical Associates, LLC is 12 medical practices with 26 physicians

e Pinehurst Surgical Clinic owned by 23 physicians

e ASC Group, LLC is national ambulatory surgery development company, management
company for Surgery Center of Pinehurst, ASC, and sole owner of ASC’s clinical,
administrative, and support staff provider (AmStaff, LLC).

According to Project ID #1'1-6881—03,6 which was for development of Surgery Center of
Pinehurst with four operating rooms, FirstHealth owns 100% of one of the two co-applicants and
40% of the second co-applicant. Project ID #H-6881-03 reveals the following.

e Surgery Center of Pinehurst Properties, LLC
o CON co-applicant
o Sole party obligated for the funding of the ambulatory surgery center’s
construction and development -
e Surgery Center of Pinehurst, LLC — “facility operator”
o Owned 40% by FirstHealth, 52% by Surgical Associates, LLC, and 8% of ASC
Group
o CON co-applicant for construction and development of 4 OR ASC
o Leases the completed surgery center from Surgery Center of Pinehurst Properties,
LLC
o Sole party responsible for funding of the ASC’s fixed and mobile equipment

% Section I (bates stamped pages 000005 —000011) and Exhibit 1 of Project LD, #H-6881-03
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10A N.C.A.C. 14C .2102 requires the applicant to provide past and future utilization information
for each licensed facility, which the applicant or a related entity owns a controlling interest in

and is located in the service area after completion of the proposed project. Therefore,

FirstHealth should have discussed the interest in Surgery Center of Pinehurst and the impact on
Surgery Center of Pinehurst. Surgery Center of Pinehurst was opened in FY 2007 and the

surgical volume reflects a shift of outpatient surgical procedures from FirstHealth-Moore to the
freestanding outpatient center. Surgery Center of Pinehurst’s most recent utilization is shown in

the chart below.
Surgery Center of Pinehurst — Historical Utilization
Proposed April 2008

2006 SMFP | 2007SMFP ;| 2008 SMFP. | 2009 SMFP | 2010 SMFP | - March
(10/03-9/06) | .(10/04-9/05) | (10/05-9/06) | (10/06-9/07) | (10/07-9/08) | 2009**

Surgery Center of ~

Pinehurst (10/03-9/04) | (10/04-9/05) | (10/05-9/06) | (10/06-9/07) | (10/07-9/08)
Ambulatory Cases 6 0 0 2,326 4,425 4,757
% Change 90.2% 7.5%

Source: SMFPs; LRAs

Even with the positive growth experienced at Surgery Center of Pinehurst, total FirstHealth
surgical utilization is decreasing as discussed in the following section.

3. Existing and projected underutilized shared surgical operating room
inventory at FirstHealth-Moore.

The following table relies on the representation of FirstHealth that there are indeed 16’ shared
surgical operating rooms at FirstHealth-Moore.

7 FirstHealth Application N-8354-09 at 67: “The recent 12 month period from May 2008 through April 2009,
FRMH provided 9,813 surgical cases in 16 operating rooms.”
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FirstHealth-Moore Shared Surgical Operating Room Need: October 2003 — March 2009

i , Proposed
2006 SMFP | 2007 SMFP | 2008 SMFP | 2009 SMFP | 2010 SMFP | April 2008 —~
FirstHealth-Moore | (10/03-9/04) | (10/04-9/05) .| (10/05-9/06) | (10/06-9/07) | (10/07-9/08) | March 2009
Inpatient Cases (No '
Dedicated C-Section )
or OH Rooms )* 6,069 6,076 6,659 5,815 5,616 5,495
Hours at 3 Hours/

Case 18,207 18,228 19,977 17,445 16,848 16,485
Ambulatory Cases 7,719 7,869 5,377 4,805 4,453 4,318
Hours at 1.5 Hours/

Case 11,579 11,804 8,066 7,208 6,680 6,477

Total Cases 13,788 13,945 12,036 10,620 10,069 9,813
Total Estimated :
Hours 29,786 30,032 28,043 24,653 23,528 22,962
Total ORs Needed at
. 1,872 Hours/Year 15.9 16.0 15.0 13.2 12.6 12.3
OR Inventory 16 16 16 .16 16 16
Surplus (-)/Deficit -0.1 -0.0 -1.0 -2.8 3.4 3.7

* Inpatient Cases include C-Section and open heart surgeries performed in the two previously dedicated open heart

operating rooms.

Source: SMFPs; LRAs; Attachment 4

The above table shows an increase in surplus shared surgical operating rooms, which are a result
of significant declines in total surgical volume. FirstHealth however, did not discuss this
decrease or provide any assumptions regarding a change in the current trend resulting in the
0.5% annual growth rate used in the FirstHealth-Moore OR projected volumes.

FirstHealth-Moore Plus Surgery Center of Pinehurst

Operating Room Need: October 2003 — September 2008

: Proposed
2006 SMFP | 2007 SMFP | 2008 SMFP | 2009 SMFP | 2010 SMFP
(10/03-9/04) | (10/04-9/05) | (10/05-9/06) | (10/06-9/07) | (10/07-9/08)
Inpatient Cases (No
Dedicated C-Section or
OH Rooms )* 6,069 6,076 6,659 5,815 5,616
Hours at 3 Hours/ Case 18,207 18,228 19,977 17,445 16,848
Ambulatory Cases 7,719 7,869 7,703 9,230 9,210
Hours at 1.5 Hours/
Case 11,579 11,804 11,555 13,845 13,815
Total Cases 13,788 13,945 14,362 15,045 14,826
Total Estimated Hours 29,786 30,032 31,532 31,290 30,663
Total ORs Needed at
1,872 Hours/Year 15.9 16.0 16.8 16.7 16.4
OR Inventory 22 22 22 22 22
Surplus/Deficit -6.1 -6.0 -5.2 -5.3 -5.6

* Inpatient Cases include C-Section and open heart surgeries performed in the two previously dedicated

open heart operating rooms.

Source: SMFPs; LRAs; Aitachment 4
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The proposed relocation of one shared surgical operating room to FirstHealth-Hoke does nothing
more than shift the underutilized operating room inventory at FirstHealth-Moore between the
existing hospital, the freestanding surgery center and the proposed FirstHealth-Hoke.

FirstHealth did not attempt to decrease the surplus by relocating more operating rooms to
FirstHealth Hoke to meet the needs of the residents of Hoke County and as a result, leaves Hoke
residents needing more while Moore County has a surplus of operating rooms.

4. FirstHealth-Moore projects underutilized shared surgical operating room
inventory at FirstHealth-Moore and FirstHealth-Hoke.

The following table summarizes the shared surgical operating room projections on pages 66 and
67 of the FirstHealth Application. The following table rehes on the representation of
FirstHealth that there are and will continue to be a total of 16° shared surgical operating rooms at
FirstHealth-Moore and FirstHealth-Hoke.

Projected Shared Surgical Operating Room Need: FY 2012 - FY 2014

FirstHealth-Moore &
FirstHealth-Hoke FY 2012 FY 2013 FY 2014
Inpatient Cases 5,607 - 5,635 5,666
Hours at 3 Hours/ Case 16,821 16,905 16,998
Ambulatory Cases 4,562 4,610 4,658
Hours at 1.5 Hours/ Case 6,843 6,915 6,987
Total Cases 10,169 10,245 10,324
Total Estimated Hours 23,664 23,820 23,985
Total ORs Needed at 1,872
Hours/Year 12.6 12.7 12.8
OR Inventory ' 16 16 16
Surplus (-) /Deficit ‘ -3.4 33 -3.2

Source: FirstHealth Application pages 66, 67

The above table combines projected surgical volume for FirstHealth-Hoke and FirstHealth
Moore to show that FirstHealth’s proposed relocation of one shared surgical operating room to
FirstHealth-Hoke results in projected underutilized operating room inventory. As shown in the
above table, projected future operating room utilization results in 3.2 excess operation rooms at
FirstHealth-Moore and FirstHealth-Hoke. Furthermore, FirstHealth does not discuss the
underutilized operating rooms nor do they proposed to de-license the surplus operating rooms.
Therefore the proposed project represents a duplication of services as FirstHealth has proposed
an excess of operating rooms in Hoke and Moore Counties and FirstHealth is non-conforming to
Criterion 3.

® FirstHealth Application N-8354-09 at page 67: “FRMH will operate 15 operating rooms due to the relocation of 1
operating room to FirstHealth-Hoke.”
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I. FirstHealth Overstated Inpatient and Qutpatient Imaging Volumes at
FirstHealth-Hoke

1. FirstHealth-Hoke overstated inpatient imaging volume.

FirstHealth projects inpatient imaging volume based upon emergency visits for FirstHealth-
Hoke. Emergency volumes were overstated by 3.5% in Project Year 3. As a result inpatient
imaging volume was overstated by 3.5%. Therefore, the proposed project in non-conforming to
Criterion 3. A

2. FirstHealth-Hoke overstated outpatient imaging volume.

Outpatient imaging volumes are projected on page 239 of the FirstHealth Application. As stated
on page 239 FirstHealth assumed a “conservative” 15% market share of outpatient imaging
volume. However, projections included in the table on page 239 utilize 20% market share.
Therefore, outpatient imaging volumes also are overstated. Furthermore, FirstHealth does not
‘provide any documentation, or detail regarding where the outpatient imaging volume will
originate. FirstHealth also did not provide any documentation or data regarding the volume of
outpatient imaging currently performed at FirstHealth-Moore for Hoke County residents.
Therefore, the proposed project in non-conforming to Criterion 3.

3. Mammography and ultrasound available only three hours per day.
FirstHealth proposes operational hours for mammography and ultrasound in a hospital setting for
only three hours per day. Ultrasound is a major tool used in emergency services. It is

unreasonable to have ultrasound staffed only three hours per day.

Mammography is nearly 100% an outpatient service. FirstHealth does not provide any
discussion regarding the limited hours of operation for this important outpatient service.

The proposed Hoke Imaging project will provide both mammography and ultrasound eight hours
per day and provides a better alternative for these services on an outpatient basis.

J. MRI Utilization of FirstHealth-Moore

FirstHealth has failed to demonstrate the level of needed MRI utilization for the proposed
transfer of its LX Horizon Echo Speed, 1.5T MRI scanner to Hoke. County.

1. MRI letters do not support the proposed MRI utilization level
MRI physician referral letters included in Exhibit 30 reveal the following:

e 26 letters are included in the Exhibit.
e Only 12 letters indicated 449 MRI referrals which are listed in the following profile:
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Profile of MRI Physician Referrals

Classification MRI Referrals
14 letters 0
PA-C 300
MD 5
MD 2
MD 6
Chiropractor 50
MD 50
FNP 20
MD 2
MD 5
MD 2
MD 4
MD 3
Total 449

e The 449 indicated referrals do not cover the ED and oufpatient imaging projections of
828 scans by FirstHealth.

e One physician assistant has projected 67% of the referrals, while 14 other physicians
did not commit any referrals at all, and some doctors projected only very small annual
MRI referrals;

2. Scotland and Robeson County Impact Overstated

‘Without additional volume from Scotland and Robeson Counties, FirstHealth-Hoke could not
sustain the proposed relocated MRI. FirstHealth provides no evidence or documentation that
patients currently traveling to FirstHealth-Moore from Scotland or Robeson Counties would be
willing to seek care in Hoke County, nor that the volume shifted to FirstHealth-Hoke would be
appropriate for the MRI services offered at FirstHealth-Hoke. It is unlikely that patients who
choose referral to FirstHealth-Moore, and physicians with existing referral patterns to
FirstHealth-Hoke, will change existing patterns. These patients have already chosen to leave
both Robeson and Scotland Counties where MRI scanners are available for diagnostic MRI scans
in Moore County.

3. Historical MRI utilization at FirstHealth-Moore

Unlike surgical and acute care days at FirstHealth-Moore, FirstHealth does not provide most
current 12 month MRI volume of FirstHealth-Moore’s three fixed MRI scanners. Instead in a
bullet point at the bottom of page 102, FirstHealth discloses “[y]ear-to-date MRI scans are
-annualized to total 12,216 MRI scans.” FirstHealth does not, however disclose how many
months of actual self-reported data it is annualizing.

In a note on page 100 FirstHealth states that “[...] in 2008, FirstHealth experienced a similar

decrease in MRI scans for seven months in 2008 due to the lack of neurosurgery coverage at
FRMH.” The scope of the decline is not disclosed. In a bullet at the bottom of page 102,
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FirstHealth states that “FirstHealth-Moore market share in 2009 has changed due to the presence
of 4 neurosurgeons on the FirstHealth-Moore medical staff.”

FirstHealth did not provide historical MRI utilization at FirstHealth-Moore. However, the
following table shows the historical MRI volume at FirstHealth-Moore.

FirstHealth-Moore Fixed MRI Utilization: October 2003 — September 2008

2006 2007 2008 2009 Proposed
SMFP | SMFP | SMFP | SMFP | 2010 SMFP | CAGR | CAGR | CAGR
FirstHealth- | (10/03- | (10/04- | (10/05- | (10/06- (10/07- 10/03- | 10/03- | 10/03- YTD
Moore 9/04) 9/05) 9/06) 9/07) 9/08)* 9/06 9/07 9/08 | Annualized®*
Unweighted
scans 13,095 | 11,147 | 12,154 | 12,802 11,470 12,216
-14.9% | 9.0% 5.3% -10.4% 0.9754 | 0.9944 | 0.9738
Weighted
scans 16,076 | 13,959 | 16,080 | 15,950 13,993 No data
-13.2% 1 15.2% | -0.8% ~12.3% 1.0001 | 0.9980 | 0.9726
Unweighted
scans:
Weighted Cannot be
scans 81.5% | 79.9% | 75.6% | 80.3% 82.0% ' determined
MRI scanners
Needed at
4,805
weighted . Cannot be
scans/year 3.3 2.9 33 3.3 2.9 determined

*Proposed 2010 SMFP, Table 9K
** Number of months of actual self-reported data annualized is not disclosed.
Source: SMFPs; LRAs; Attachment 4

The above table shows that FirstHealth-Moore’s three existing fixed MRI scanners suffered a
double-digit loss in the most recent year of publicly-reported data (October 2007-September
2008), and the change in weighted scans was negative during three of the last four years. MRI
volume has not yet fully recovered to the volume reported two years ago in FirstHealth-Moore’s
2008 Hospital License Renewal Application, which covers the period October 2006-September
2007. Weighted volume at FirstHealth-Moore justifies a need for the three existing fixed MRI
‘scanners in 2008.

4. Projected MRI utilization is overstated.

FirstHealth projects an average compound growth of 6.4% for MRI scan utilization for its
existing and proposed MRI scanners in Moore and Hoke Counties while experiencing historical
declines as shown above. Using the three-year average growth of 4.4% (page 100 of the
FirstHealth Application) across the state to justify its forecasts ignores the declines experienced
in MRI utilization in its service areas including Richmond County. In addition, FirstHealth
surrendered a Certificate of Need in 2007 that was received under the 2005 SMFP to replace its
mobile unit with fixed apparatus in Richmond County.
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Furthermore, the growth in MRI utilization is declining, not remaining constant. As reflected in
the attached national survey of MRI utilization, excerpts included in Attachment 6, MRI growth
show that MRI growth has decreased to 3.0% annually, therefore, continuing to grow MRI
volume at 4.4% results in overstating MRI need.

Given the historical performance of FirstHealth-Moore’s three fixed MRIs, and national
utilization data, use of a continued statewide 4.4% annual growth rate is unreasonable.

The following table shows MRI volume through the third project year of FirstHealth-Hoke (FY
2014) using an annual growth rate of 3.0%.

Projected Fixed MRI Utilization: October 2007 — September 2014

Proposed
2010 SMFP
FirstHealth- 10/07-
Moore 9/08)* FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Unweighted .
scans 11,470 11,814 12,169 12,534 12,910 13,297 13,696
Weighted scans 13,993 14,413 14,845 15,291 15,749 16,222 16,708
MRI scanners
needed at 4,805
weighted
scans/year 2.912 3.000 3.090 3.182 3.278 3.376 3477

*Proposed 2010 SMFP, Table 9K
Source: Attachment 4

The above table shows that a 3.0% annual growth justifies only the three existing scanners at
‘FirstHealth-Moore. It does not provide sufficient volume to justify the proposed 4™ fixed MRI
scanner for which FirstHealth-Moore applied concurrently with the FirstHealth Application.”
Therefore, FirstHealth is non-conforming to Criterion 3.

K. FirstHealth-Hoke Proposed MRI Utilization Is Overstated

On page 63 of the FirstHealth-Moore MRI CON Application (Project I.D. #H-8355-09),
submitted concurrently with the FirstHealth Application, FirstHealth admits that

[i]n FY 2008, the residents of Hoke County generated 1,931 MRI scans in total.
Assuming an average MRI weight of 1.23; the 1,931 MRI scans would equal
2,375 weighted MRI scans. If FirstHealth were to assume an unreasonable
market share of 100.0 percent of Hoke County MRI scans then the MRI
scanner would still generate less than half of the required weighted MRI
scans to meet performance standards. [Emphasis added.]

? CON Application H-8355-09 (FirstHealth of the Carolinas, Inc. d/b/a FirstHealth Moore Hospital Acquire a new
short-bore 1.5 Tesla fixed MRI scanner).
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That admission reveals the core issue — there is no need for the proposed relocated GE 1.5T Lx
Horizon EchoSpeed at the proposed 8-acute bed FirstHealth-Hoke.

FirstHealth projects that the GE 1.5T Lx Horizon EchoSpeed MRI scanner will perform about
"75% fewer scans at the proposed FirstHealth-Hoke than it did when it was operational at
FirstHealth-Moore, as shown in the following table.

GE 1.5T Lx Horizon EchoSpeed Volume: October 2006 through September 2014

10/06- 10/07 - 10/08- 106/09 — 10/10- ~ | 10/11- 10A12- 10/13-
9/07 9/08 9/09 9/10 9/11 - 9/12 9/13 9/14
Unweighted »
Scans 3,881 3,458 3,699 3,861 4,032 918 1,085 1,259
% Change -10.9% 7.0% 4.4% 4.4% -11.2% [8.2% 16.0%
Weighted Scans | 5,040 4,405 4,742 4,950 5,168 1,075 1,270 1,472
% Change ~12.6% 7.7% 4.4%, 4.4% ~79.2% 18.1% 15.9%
% of 4,805 |
weighted scans
per year 104.9% 91.7% 98.7% 103.0% 107.6% 22.4% 26.4% 30.6%

Source: Pages 39, 79, 85, and 88 of CON Application H-8355-09

‘The above table shows that the GE 1.5T Lx Horizon EchoSpeed MRI scanner will perform less
than one-third of the required 4,805 weighted MRI scans in the third project year (FY 2014).

Without additional volume from Scotland and Robeson Counties, FirstHealth-Hoke could not
sustain the proposed relocated MRI. FirstHealth provides no evidence or documentation that
patients currently traveling to FirstHealth-Moore from Scotland or Robeson Counties would be
willing to seek care in Hoke County, nor that the volume shifted to FirstHealth-Hoke would be
appropriate for the MRI services offered at FirstHealth-Hoke. '

Therefore, FirstHealth is non-conforming to Criterion 3.

L. Discrepancies Regarding Services to Be Provided at FirstHealth-Hoke
and Necessary CT Equipment

On page 129 — 131 FirstHealth projects utilization by major diagnostic category (MDC) for the
‘proposed FirstHealth-Hoke. Projected utilization is required by inpatient days and the volume
included in the table does not reflect the projected patient days included in Section III. for
FirstHealth-Hoke. It appears to be projected by admissions by MDC. Therefore, it is not clear
how may patient days are applicable to each MDC.

The table also raises a number of other discrepancies in the FirstHealth Application. First,
cardiology represents over 25% of projected admissions, however, two letters from cardiologists
are included in Exhibit 41, one agreeing to help recruit a new provider and one stating they might
practice at the proposed FirstHealth-Hoke. In addition, it is not clear if the proposed CT scanner
at FirstHealth-Hoke will be a 16-slice or a 64-slice as discussed on page 44 of these comments.
State of the art CT equipment for cardiology studies is a 64-slice CT.
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The MDC table also does not reference any projected admissions for MDC 21, Injuries, Poison
and Toxic Effects of Drugs. Since the only admissions at the proposed FirstHealth-Hoke will be
through the emergency room, it is unusual that no patients are projected in MDC 21.

Finally, on pages 131 and 132, FirstHealth includes a list of physicians who have expressed a
willingness to refer patients or admit patients to FirstHealth-Hoke. A review of the list shows
that seven OB/GYN physicians have expressed a willingness to refer patients or admit patients;
however, FirstHealth-Hoke will not provide obstetrical services or any inpatient services related
'to the female reproductive system. Therefore, it is not clear how these physicians will admit
patients. The same is true for a variety of other physicians and surgeons included on the list on
pages 131 and 132.

Therefore, FirstHealth has not documented the assumptions utilized to project inpatient volumes
for FirstHealth-Hoke and as a result did not demonstrate the need that the residents of Hoke
County has for the services proposed and is not conforming to Criterion 3.

M. “Need Based on Community Perception” is Based Views of Only 0.6%
of Hoke County Residents

FirstHealth engaged the services of InTandem to conduct a phone survey of Hoke County
residents over a two-week period in April 2009. Survey results were used to develop market
share assumptions for the proposed project. However, the survey should be given no credence—
because it is not a valid statistical survey; and its questions were asked without giving important
factual information particularly regarding the size of the hospital and the services provided.

Excerpts from the phone survey are provided on page 148. The results of the InTandem survey
are set forth in Exhibit 47. :

On page 148, FirstHealth states that

[a]s a result of the Hoke County community survey, FirstH.ealthvconcludes that a
majority of Hoke County residents (93%) would use a hospital with a full time
emergency room (81%) that is developed by FirstHealth (71%).

That conclusion is spurious and unreasonable for the following reasons:

The Community Survey is biased based upon assumption that FirstHealth was providing a full
service local community hospital, which as previously discussed, it is not.

FirstHealth does not disclose the preliminary information provided by InTandem to Hoke County
residents who were called. In particular:
e Were survey participants compensated for taking the survey?
e Were survey participants aware that FirstHealth was doing the survey?
e Were residents told the hospital would not take inpatient admissions or deliver babies?
Were they told it was only an 8 bed hospital?
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e How was the participants chosen? Were efforts made to assure equal representation from -
all townships, especially those growing most rapidly on the eastern side of Hoke County?
Were participants recruited to take the survey on the FirstHealth website?

How were Spanish speaking calls handled?

What time of day were residents called?

How was Hoke County defined, by zip code or county lines?

The survey was also inherently biased in several ways regarding the underserved. First, the
method in which the survey was given must be considered. A telephone survey, by nature,
requires that the participant have a telephone, limiting the participation of the 14.5% (6,471) of
Hoke County residents living below the poverty line. The language barrier is also an issue
deserving of consideration. In the FirstHealth-Hoke application, FirstHealth identifies 10.8% of
the Hoke County population as non-English speaking. This means that there are 4,132 people
who were potentially excluded from the survey if InTandem failed to accommodate non-English
speakers.

‘Equally important, FirstHealth does not disclose the total number of Hoke County residents
called during the two-week survey period. It also does not disclose how many of the Hoke
County residents called during that period declined to respond to the survey instrument.

In Question 12 of the survey instrument, it is revealed that there were 273 interviews.
According to the North Carolina Office of State Budget and Management, Hoke County has a
2009 projected population of 45,602. Assuming that a total of 273 interviews were conducted,
FirstHealth relies on the opinions of 0.6% (273/45,602) of the Hoke County population to
establish “need based on community perception.”

It is readily apparent that the “need based on community perception” survey and the conclusions
drawn by FirstHealth suffer from a hasty generalization, sometimes referred to as the “law of
small numbers.” “What this means is that we will often see things happen with small numbers
that are no;conormatwe that is, often small numbers do not well represent the behavior of large
numbers.”

Therefore the market share assumptions utilized based upon the survey are spurious and
undocumented. Therefore, FirstHealth failed to document the need for the proposed project and
the application is non-conforming to Criterion 3.

G.S. 131E-183 (3a)

In the case of a reduction or elimination of a service, including the relocation of a facility or a
service, the applicant shall demonstrate that the needs of the population presently served will be
met adequately by the proposed relocation or by alternative arrangements, and the effect of the
reduction, elimination or relocation of the service on the ability of low income persons, racial
and ethnic minorities, women, handicapped persons, and other underserved groups and the
elderly to obtain needed health care.

1% http://primes.utm.edu/glossary/page.php?sort=LawOfSmall
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The proposed project includes the relocation of an existing fixed MRI scanner from FirstHealth
Moore to FirstHealth-Hoke. In a separate concurrently filed CON Application (Project I.D. #H-
8355-09), FirstHealth seeks to acquire a fourth fixed MRI scanner to be operational at
FirstHealth Moore.

As previously discussed in the context of Criterion 3, FirstHealth’s MRI projections are not
based upon reasonable assumptions, and the actual projected need for MRI scanners for
FirstHealth in Moore-Hoke MRI Service Area is a total of three MRI scanners. Therefore, the
proposed addition of a fourth MRI scanner at FirstHealth Moore (Project L.D. #H-8355-09)
should be denied.

FirstHealth assumed that its two concurrently filed CON Applications will be approved. The

.only contingency plan stated in either of those two CON Applications if Project I.D. #H-8355-09 .

is denied, and the proposed relocation of the 3" MRI scanner from FirstHealth Moore to
FirstHealth-Hoke is approved is to expand operational hours at FirstHealth-Moore. In that event,
there will be two remaining MRI scanners at FirstHealth Moore. Those two remaining MRI
scanner are not sufficient to adequately meet the needs of the population presently served at
FirstHealth Moore.

Relocation of the 3™ MRI scanner from FirstHealth Moore to FirstHealth-Hoke will have a
significant impact on MRI services provided to patients at FirstHealth Moore. The following
tables show that hours of operation at FirstHealth Moore will have to increase to 12 to 15 hours
per day, seven days a week to meet the demand for scans on the two remaining MRI scanners.

Projected FirstHealth-Moore MRI Utilization Without Proposed Fourth MRI Scanner

2007 2008 | 2009 | 2010 | 2011 | 2012 | 2013 2014

Inpt 993 791 923 963 1,006 31 32 33

FirstHealth-Hoke - 1.5T LX Outpt | 2,888 | 2,667 | 2,776 | 2,898 | 3,026 887 1,053 1,227

FirstHealth~-Moore - 1.5T Inpt 1,780 | 1,418 | 1,655 | 1,728 | 1,804 | 3,029 | 3,163 | 3,301

Avanto and 0.7T Openspeed Outpt | 7,141 | 6,594 | 6,863 | 7,164 | 7480 | 10,555 | 10,890 | 11,244

Total FirstHealth-Hoke and Inpt 2,773 12,209 | 2,578 | 2,691 | 2,810 | 3,060 | 3,195 | 3,334

FirstHealth-Moore Outpt | 10,029 | 9,261 | 9,639 | 10,062 | 10,506 | 11,442 | 11,943 | 12,471
Source: Page 105 of the FirstHealth Application; Atachment 4 .
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Additional MRI Operational Hours Needed at FirstHealth-Moore to Provide Projected
MRI Volume Without Proposed Fourth MRI Scanner

2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 2014

PirstHealth-Moore - 1.5T Inpt 1,780 | 1,418 | 1,655 | 1,728 | 1,804 | 3,029 | 3,163 | 3,301
Avanto and 0.7T Openspeed Outpt | 7,141 | 6,594 | 6,863 | 7,164 | 7,480 | 10,555 | 10,890 | 11,244

Total MRI Procedures 8,921 | 8,012 | 8,518 | 8,892 | 9,284 | 13,584 | 14,053 | 14,545
Weighted MRI Procedures* 1.24 16,844 | 17,426 | 18,036
Avg Procedures Per MRI 2 8,422 | 8,713 9,018
Capacity of MRI scanner at ' ‘

66 hours per week 6,864
Utilization of remaining two :

MRIs at FirstHealth-Moore 131.4%
Weekly operating hours

required to provide 9,018

procedures per machine*** 87

Avg hours per day seven days
per Week @ 100%

Utilization**** : 12
Avg Hours per Day Seven

Days per Week @ 80%

Utilization* **** 15

*Avg Weight for MRI Procedures at FirstHealth-Moore = Weighted FirstHealth-Moore Procedures / Total

FirstHealth-Moore Procedures, Total FirstHealth-Moore Procedures = Reported total MRI procedures on page 155 - .

FirstHealth-Hoke Total on page 116 = 1.24 weighting per MRI

** 66 x 2 x 52 = 6,864 procedures

#¥* 9,018 procedures / 2 procedures per hour / 52 weeks per year = 86.7 hours per week
*4%486.7 / 7= 12.4 hours per day ‘

kaAE* 12.4 / 80% = 15.5 hours per day

Source: Page 105 of the FirstHealth Application; A//cciiment 4

The above tables show that hours of operation at FirstHealth-Moore will have to increase to 12 to
15 hours per day, seven days a week to meet the demand for scans on the two remaining MRI
scanners.

Moore County is a nationally recognized retirement location. As shown in the following table,
20.2% of the Moore County population in 2009 is over age 65, compared to the statewide over
65 population of 12.5%

Moore County 65+ Population

2009 65+ Total Percent
Moore 17,513 86,905 20.2%
North Carolina 1,172,543 | 9,398,080 12.5%

Source: NC Office State Demographics

In order to meet the demand for MRI services with two remaining fixed MRI scanners, it will be
necessary to perform scans at night and on weekends, which will negatively affect the ability of
patients 65 and older to obtain needed and timely MRI services at FirstHealth-Moore.
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FirstHealth did not demonstrate that the needs of the population presently served will be met
adequately if one of the three existing MRI scanners at FirstHealth-Moore is relocated to
FirstHealth-Hoke and the proposed fourth MRI scanner is denied. Therefore, the FirstHealth
Application is non-conforming with Criterion 3a.

G.S. 131E-183 (4)

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.

As discussed in detail in the context of Criterion 5, FirstHealth-Hoke is not a financially feasible
project.

‘FirstHealth reviewed several alternatives to the proposed project in the FirstHealth Application,
and chose to develop an 8-acute care bed hospital despite the fact that FirstHealth-Hoke will
have a negative net income for the first three years of operation. As such, FirstHealth does not
demonstrate that it proposed the least costly or most effective alternative. The FirstHealth
Application is non-conforming to Criterion 4.

G.S. 131E-183 (5)

Financial and operational projections for the project shall demonstrate the availability of funds
Jor 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.

A. FirstHealth Hoke Community Hospital Is Not a Financially Feasible
Project

According to Proforma B on page 342 of the FirstHealth Application, the proposed hospital
experiences negative net income in the first three years of operation as shown in the following
table.

FirstHealth Hoke Community Hospital — Net Income

Project Year 1| - Project Year 2 Project Year 3
FY 2012 FY 2013 FY 2014
Net Patient Revenue $ 13,199,129 $ 14,855,406 $ 16,553,295
Expenses Including Depreciation | § 14,715,721 | . $ 16,681,577 $ 17,667,424
Net Income $(1,516,592) & (1,826,171 $ (1,114,129

Source: ProForma B, page 342 of FirstHealth Application

The project is forecasted to experience losses each project year as shown in the above table. The
‘balance sheet for FirstHealth-Hoke indicates that Total Assets along with Total Liabilities and
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Fund Balances are declining each project year, indicating that the project is not feasible.
FirstHealth-Hoke does not cover depreciation, thus causing the balance sheet to deteriorate.
FirstHealth-Hoke fails a major tenet of Review Criteria in that the proposed eight-bed hospital is
not financially feasible in the immediate operating years.

FirstHealth does not discuss the impact of the FirstHealth-Hoke negative net income on
FirstHealth’s overall financial health. In fact, FirstHealth fails to include a ProForma Balance
sheet for FirstHealth of the Carolinas, Inc., the legal applicant. Therefore, the project cannot be
‘found financially feasible.

Furthermore, as discussed in the context of Criterion 3, FirstHealth’s projections of the number
of inpatient days and outpatient services to be provided in each of the first three operating years
are unsupported and unreliable. Projections are not based upon reasonable assumptions and are
significantly overstated. As a result, patient days, emergency visits, surgical cases, radiology
visits, and all ancillary projections are overstated. Reasonably projected volumes are lower than
those included in the Application. Those lower volumes further negatively impact the financial
feasibility of the project.

The FirstHealth Application is non-conforming with Criterion 5.

B. FirstHealth Does Not Control Property at Any of the Three Proposed
Locations

‘FirstHealth provided three possible locations for the proposed eight bed emergency room.
However, FirstHealth does not have an option to purchase any of the locations and the
FirstHealth Board has approved only $3.3 million to purchase property for the proposed project.
The $3.3 million maximum was incorporated into the financials associated with the project.
However, the proposed project has conflicting site costs as reflected in the following table.

Proposed FirstHealth-Hoke Property Cost

Site Differential

Land Project Cost! Information Cost
30 acres $3,300,000 $2,550,000 - $750,000
~36 acres . $3,420,000 + $120,000
~28 acres $2,800,000 - $500,000

Source: FirstHealth Application pages 321, 326 & 330

As shown in the above table, one of the proposed sites is well over the maximum of $3.3 million.
‘Neither FirstHealth’s capital cost estimate in Section VIII nor its funding commitment letter in
Exhibit S to the application demonstrates a sufficient commitment of funds for this expense.
Furthermore, while identifying proposed sites is acceptable in CON Review, because FirstHealth
does not have a legal option to purchase on any of these properties, the cost could be potentially
higher and negatively impact the already negative net income for the first three years of the

" These costs were used in FirstHealth’s Pro formas.
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project. In any évent, a proper analysis of the financials for the project should utilize the highest
cost provided and there are not adequate funds for that site in the application.

C. Proforma Form A. Balance Sheet for the Applicant, FirstHealth of the
Carolinas, Inc., is Not Included in the Application

FirstHealth failed to comply with the instructions in Section X by not providing a balance sheet,
Form A, for FirstHealth of the Carolinas, Inc., the legal applicant and the parent company of the
proposed FirstHealth-Hoke. By failing to do so, the CON Section will be unable to determine
the impact of the proposed FirstHealth-Hoke on the balance sheet of FirstHealth of the Carolinas,
Inc., specifically, the change in available funds on FirstHealth’s asset accounts cannot be
determined.

D. Start-up Expenses are Understated

On page 316, FirstHealth states that it will take 12 months before revenues cover expenses. That
is not a realistic assumption because reimbursements normally take 45 —90 days, particularly
with a start-up entity. Had FirstHealth used a realistic three-month period, the working capital
requirements are significantly understated by direct expenses as shown below:

Form B - Statement of Revenue and Expense

Direct expenses first year _ $11,994,624
Monthly average cost/12 $ 999,552
3 months expenses before revenues meet expenses $ 2,998,656
Less estimate provided on page 342, Section IX $ (317.161)
Working capital needs understated first year $ 2,681,495

The CFO letter in Exhibit S did not state the amount of funds committed to working capital. This
understatement is equivalent to 7.7% of project costs and calls into question the credibility of the
financial projections for the proposed hospital.

E. Inpatient Revenue Per Patient Day Incorrectly Calculated

FirstHealth erroneously calculated responses to Question 3 in Section X of the FirstHealth
Application. FirstHealth used Net Revenues in the table versus gross charges to do the
calculations (the applicant has used Net Revenues with Gross Costs). The table below shows the
first year of calculations from page 301 of the FirstHealth Application and an adjoining column
using the appropriate numbers. '
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FirstHealth Application - Question 3, Section X, Costs and Revenues

Adjusted Patient Days First Full Fiscal year . Inclusion of Proper Data
Total Patient Days 2,143 2,143
$14,208,043 IP Routine
' $1,020,485 IP Surgery
Total Inpatient Revenue $5,748,745 —net IP R $15,228,938 Total
Inpatient Revenue Per Pt Day $2,682 $7,106.36
Total Outpatient Revenue $7,450,384 $23,466,795

Outpatient Days (Outpatient
| Revenue/Inpatient Revenue per

Patient Day) 2,778 3,302
Adjusted Patient Days (Inpatient
Days + Outpatient Days) 4,921 5,445
Total Operating Costs Per Adjusted Patient Day

Total Operating Costs $13,516,289 $13,516,289
Total Operating Cost per :
Adjusted Patient Day $2,746 . $2,482

. Total Net Revenue Per Adjusted Patient Day .
Total Net Patient Revenue $13,199,129 $13,199,129
Total Net Patient Revenue per
Adjusted Patient Day $2,682 $2,424

FirstHealth erroneously applied net revenue to patient days, and understated Inpatient Revenue
per patient day as shown in the previous table.

F. Financial Comparison to Small Hospitals in OQther States Not
’ Applicable

FirstHealth proposes to construct an 8-bed acute care hospital to serve Hoke County residents.
Much is made by FirstHealth about financial viability of its proposed 8-bed hospital.

On page 165 of the FirstHealth Application, FirstHealth provides a list of fourteen hospitals in
other states; only two have 8 beds. Both 8-bed hospitals are located in Texas. FirstHealth does
not, however, provide any financial information on any of the listed hospitals from which one
could reasonable assess the financial viability of a listed hospital. It is noteworthy that of the
five states with listed hospitals, only Louisiana is a certificate of need state. The other four states
(Texas, Indiana, Utah, and New Mexico) do not have certificate of need law in effect.'?

In North Carolina, the Office of Research, Demonstrations and Rural Health Development has
supported small rural hospital for many years and has focused on the development of critical
access hospitals throughout North Carolina to improve health services in rural communities and

to enhance the financial situation of rural hospitals. There are over 20 critical access hospitals in -

North Carolina and usually are located in communities with limited populations and geographic
access to health care services is limited and travel to larger communities difficult. The eight bed
hospital proposed here does not meet these standards. It is not reasonable health planning and it

2 http://www.ncsl.org/IssuesResearch/Health/CONCertificateofNeedStateLaws/tabid/ 14373/Default.aspx
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has not been the policy or practice in North Carolina to approve an 8-bed acute care hospital.
This is even more obvious when, as here, it cannot qualify as a critical access hospital.

G.S. 131E-183 (6)

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

FirstHealth-Hoke did not adequately demonstrate the need to develop a hospital with 8 acute care
beds and one operating room. Please see discussion included in the context of Criterion 3.
Therefore, FirstHealth did not adequately demonstrate that the proposed hospital would not
result in an unnecessary duplication of the existing or approved health services. Consequently,
the FirstHealth Application is nonconforming to Criterion 6.

A. Duplication of Acute Care Beds in Hoke/Moore Acute Care Service
Area

Please see discussion included in the context of Criterion 3, which reflects an excess of acute
care beds at FirstHealth-Moore, and results in a duplication of acute care services between the
proposed and existing FirstHealth facilities.

B. Duplication of Operating Rooms in Hoke/Moore Acute Care Service
Area

Please see discussion included in the context of Criterion 3, which reflects an excess of operating
rooms at FirstHealth-Moore, and results in a duplication of surgical services between the
proposed and existing FirstHealth facilities.

C. Impact on Cape Fear Valley Medical Center

On page 199, the FirstHealth Application states:

[h]owever, it is FirstHealth’s desire to decrease the number of Inpatients and
Emergency Department visits originating from Hoke County that travel
outside of Hoke County to Pinehurst or Fayetteville for emergency services.
[Emphasis added.]

Cape Fear Valley Medical Center is 19 miles from the proposed location of FirstHealth-Hoke;
FirstHealth-Moore is 24 miles.'

On page 200, FirstHealth “projects that approximately 3,200 emergency patients [...] annually
will stay in Hoke County rather than be treated at CFVMC.” Then, FirstHealth states that the
proposed hospital will have the following impact on Cape Fear Valley Medical Center:

" FirstHealth Application N- 8354-09 at page 149.
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e Approximately 9 emergency department patients per day.
e Less than 2 patients per day per 10 emergency treatment rooms.
e Less than 3 percent of total F'Y 2008 reported emergency cases will be effect[ed]

FirstHealth deliberately underplays the impact of the proposed FirstHealth-Hoke on Cape Fear
Valley Medical Center.

G.S. 131E-183 (7)

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.

A review of the FirstHealth staffing chart reveals the following.

e Itis not clear that operating rooms scheduling includes 24 hour coverage. “On-call”
operating rooms for after hours and weekends requires full staffing and extra salaries

e Although on p. 34 FHCEF states that “Anesthesiologists and certified nurse anesthetists
will provide anesthesia services”, neither of these positions are listed in the Section VII
(p. 308) proposed medical staff chart, nor are they listed on the chart on p. 298, proposed
staff for projects involving operating rooms. ‘

e [t also is not clear whether or not FirstHealth accounts for staffing for MRI contrast
scans.

G.S. 131E-183 (8)

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. :

FirstHealth has not demonstrated that arrangements for the provision of the necessary ancillary
and support services have been made and that FirstHealth-Hoke will be coordinated with the
existing health care system.

FirstHealth fails to discuss expenses associated with anesthesiology, radiology and pathology
associated with inpatient and outpatient services to be provided at FirstHealth-Hoke.

Furthermore, FirstHealth fails to provide documentation from physicians agreeing to serve as
medical director for anesthesiology or pathology services for the proposed FirstHealth-Hoke.

FirstHealth lists four providers on page 247 of the FirstHealth Application and indicates that
working agreements exist with each. Exhibit E contains letters addressed to the four providers.
A transfer agreement or working agreement does not exist with Cape Fear Valley Health System
even though the FirstHealth assures the CON Section that it does have such agreement.
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The physics vendor whose letter appears in Exhibit 27 agreeing to calibrate and maintain the
proposed CT scanner failed to document coverage of the planned nuclear medicine equipment.
No agreement for coverage for nuclear medicine is included in the FirstHealth Application.

‘Therefore, FirstHealth has not demonstrated that arrangements for the provision of the necessary
ancillary and support services have been made or that FirstHealth-Hoke will be coordinated with
the existing health care system and is not conforming to Criterion 8.

G.S. 131E-183 (9)

An applicant proposing fo 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.

FirstHealth proposes to provide a substantial portion of the projected MRI services to individuals
not residing in the Moore-Hoke MRI service area. However, FirstHealth does not document any
special needs or circumstances that warrant projected in-migration.

'On page 196, FirstHealth states that “[t]he service area is Hoke County. Patients residing in
Hoke County represent 100.0 percent of project hospital patients.” However, the defined MRI
Service Area includes both Hoke and Moore Counties. FirstHealth specifically excludes MRI
services from the geographic boundaries of the proposed FirstHealth-Hoke Hoke County service
area for all other inpatient, outpatient, and emergency services to be provided by FirstHealth-
Hoke.

On page 197, FirstHealth projects MRI patients by county of origin in the first two project years
(FY 2012 and FY 2013), as shown in the following table.

FirstHealth-Hoke MRI Patient Origin: FY 2012 and FY 2013

County FYniz [ W |

Hoke 56.8% 61.9%
Scotland/Robeson 43.2% 38.1%

Total 100.0% 100.0%

Source: FirstHealth Application at page 96.

FirstHealth proposed that a substantial portion of the project's services, nearly 40% of MRI
services, to residents not residing in the SMFP defined MRI service area of Moore-Hoke.
FirstHealth provides no documentation regarding any special needs or circumstances that
warrant service to these individuals. Furthermore, FirstHealth provides no explanation or
documentation why the residents of Scotland and Robeson County would choose to seek care at
FirstHealth-Hoke instead of FirstHealth-Moore, or at a provider in their respective counties.

On page 198, FirstHealth states that “[FirstHealth-Hoke] may have patients from outside of Hoke
County receive care at [FirstHealth-Hoke], but the numbers will be insignificant to the financial
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feasibility of the project.” As shown in the following table, the numbers of unweighted MRI
scans projected to be performed on residents of Scotland/Robeson Counties may well be
significant to the financial feasibility of MRI services. Without the projected volume from
Scotland and Robeson Counties there would be no need for the MRI scanner.

FirstHealth-Hoke Projected Unweighted MRI Scans: FY 2012 and FY 2013

FY 2012 FY 2012 FY 2013 FY 2013
County Percent of Scans | Number of Scans | Percent of Scans | Number of Scans
Hoke 56.80% 521 61.90% 672
Scotland/Robeson 43.20% 396 38.10% 413
Total 100.00% 917 100.00% 1,085

Source: FirstHealth Application N- 8354-09 at page 96.

Again, no explanation is provided to explain why MRI services do not have the same geographic
boundaries and patient origin projections as all other proposed hospital inpatient and outpatient
services.

Based on the foregoing, it is reasonable to conclude that there is no need to for the proposed
relocated fixed MRI scanner at FirstHealth-Hoke. '

G.S. 131E-183 (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.

A. Graduated Construction of Emergency Hospital vs. Community
Hospital in Hoke County ‘

FirstHealth proposes an emergency hospital with eight inpatient beds, instead of meeting the
identified needs of the residents of Hoke County for a full service community hospital. As
previously discussed, there is a need for a larger community hospital to serve the residents of
Hoke County.

On page 203, FirstHealth states that:

[f]urthermore, the BRAC Regional Task Force recommends the development of a
facility plan to determine the feasibility of establishing an acute-care hospital in
Hoke County. It was determined that Hoke County’s projected population
could support eighty to ninety acute-care beds and with the development of
fifty-bed hospitals in North Carolina, Hoke County may be the next best
location for a new hospital. [Emphasis added.]
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FirstHealth discounts the BRAC study, but uses the population growth in all projections. In
addition, FirstHealth acknowledges this in a back handed way on page 190 where FirstHealth
implies that as a result of Hoke County becoming its own Acute Care Service Area for planning
purposes in the annual SMFP, additional acute care and operating room capacity will be
‘available for expansion in the future as inpatient volume increases.

The cost of building piece by piece will result in significantly greater expense as construction
costs increase annually. In addition, a letter from GMK Architects included in Attachment 9,

discusses additional capital and operating expenses associated w1th the proposed FirstHealth-
Hoke project.

When a justified need exists the cost of delaying construction multiplies annually. Therefore, the

concept of expanding an eight bed hospital as necessary results in additional expense and does
not represent the most reasonable alternative for the residents of Hoke County.

B. FirstHealth Does Not Control Property At Any of the Three Locations

As previously discussed, FirstHealth does not have an option to purchase any of the three

proposed locations for FirstHealth-Hoke. A $3.3 million maximum was incorporated into the
-financials associated with the project. However, the proposed pro; ect has conflicting site costs as -
reflected in the following table.

Proposed FirstHealth-Hoke Property Cost

; Section XI - Site
' Section VIII - Project | Information, pages Differential
Land Cost, page 310" 321,326 & 330 Cost
30 acres $3,300,000 $2,550,000 $(750,000)
~36 acres $3,420,000 $120,000
~28 acres $2,800,000 $(500,000)

Source: FirstHealth Application pages 321, 326 & 330

As shown in the above table, one of the proposed sites is well over the maximum of $3.3 million.
Neither FirstHealth’s capital cost estimate in Section VIII nor its funding commitment letter in
Exhibit S to the application demonstrates a sufficient commitment of funds for this expense.
Furthermore, while identifying proposed sites is acceptable in CON Review, because FirstHealth .
does not have a legal option to purchase on any of these properties, the cost could be potentially
higher and negatively impact the already negative net income for the first three years of the
project. In any event, a proper analysis of the financials for the project should utilize the highest
cost provided and there are not adequate funds for that site in the application.

' These costs were used in FirstHealth’s pro formas.
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C.

FirstHealth Omits Assumptions Associated with Capital Expenditure
for the Proposed Project

Section VIIL. (1) (b) of the Application requires each applicant to provide all assumptions and the
specific methodology used to project capital costs. The following expenses were omitted or
documentation regarding the projected expenses are not included in the FirstHealth Application.

The Information Technology estimates in Exhibit R of $541,000 have no source as to
their origin, no technology letter from an estimator or equipment vendor.

The GE Vendor in Exhibit 7 provided no cost estimates for the CT Scanner.

The architect’s letter in Exhibit U gave no detail/disclosure on the construction, labor,
material or how much contingency was included in the construction estimates. The
analyst is unable to determine if adequate contingency/ escalatlon is included in the

$19,340,000.

The equipment list in Exhibit R of $8,044,118 has no contingency, does not include a line
item for a Pyxis System,

It is not clear if the proposed project will include a 16-slice or a 64-slice CT as both are
referenced in the Application page 233 and 240 and the Application included a very non-
specific vendor quote for CT without an itemized capital expenditure. The difference in
cost is substantial.

Section XI. 5. (b) of the CON Application requires each applicant to provide an explanation of
the assumptions or the basis for the projected construction costs. The following expenses were
omitted or documentation regarding the projected expenses are not included in the FirstHealth
Application.

An explanation of the basis of the estimate was not provided by the architect in his
certification letter in Exhibit U.

FirstHealth’s calculations of construction cost per bed are erroneous in Section XI. 4. (f):
The applicant states that construction cost per bed per line item VIIL (11) is $2.35
million. The correct math per line item VIII. (11) of $19,340,000 divided by 8 beds is
$2,417,000.

As a result, the proposed project in not conforming to Criterion 12. FirstHealth has not
.demonstrated that the cost, design, and means of construction represent the most reasonable
alternative.
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G.S. 131E-183 (13)

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 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 applicant shall show:

a The extent to which medically underserved populations currently use the
applicant's existing services in comparison to the percentage of the population in
the applicant's service area which is medically underserved;

FirstHealth-Moore has been identified as the primary provider for residents of Hoke County in
the annual State Medical Facilities Plan since 2001. However, the following analysis shows that
Cape Fear Valley Medical Center has in fact been the primary provider for Medicaid and self pay
patients from Hoke County for the last three years. '

Historical Hoke County Payor Mix All DRGs

2006 2007 2008 :
- |" FirstHealth- .| ‘FirstHealth- FirstHealth-
Hoke CEVHS Moore Hoke: CEVHS Moore Hoke CFVHS Moore
County Hoke Cty Hoke Cty County Hoke Cty Hoke Cty County Hoke Cty Hoke Cty
Discharges |~ Discharges Discharges | Discharges | Discharges | Discharges || Discharges | Discharges | Discharges
Payor by Payor by Payor by Payor by Payor by Payor by Payor by Payor by Payor l by Payor
Medicare 33.6% 20.6% 48.1% 33.2% 22.3% 46.6% 29.9% 21.6% 40.7%
Medicaid 25.8% 36.3% 15.3% 28.5% 39.8% 18.1% 28.4% 40.4% 15.6%
Tricare 6.4% 7.3% 3.4% 5.5% 5.9% 3.3% 7.4% 9.4% 2.9%
Other :
Government 3.9% 2.8% 4.4% 2.1% 0.9% 2.9% 2.5% 0.1% 4.7%
BC 9.9% 10.5% 10.8% 9.9% 10.7% 9.8% 11.4% 12.5% 11.2%
HMO 0.0% 0.0% 0.0% 3.7% 6.9% 0.7% 3.3% 6.6% 0.0%
HMO/PPO 4.0% 73% 1.5% 0.0% 0.0% 0.0% 0.1% 0.0% 0.0%
Indemnity 8.4% 5.4% 11.1% 7.2% 4.6% 9.6% 3.1% 1.9% 2.9%
PPO 0.0% 0.0% 0.0.% 0.3% 0.0% 0.8% 1.2% 0.0% 2.5%
Self Pay 7.2% 9.7% 5.2% 6.8% 8.6% 54% 7.3% 6.7% 7.2%
Medicare
HMO 0.0% 0.0% 0.0% 1.2% 0.0% 2.7% 5.0% 0.0% 12.2%
Unknown 0.5% 0.0% . 0.0% 1.3% 0.0% - 0.0% 0.1% 0.0% 0.0%
WwC 0.3% 0.1% 0.2% 0.3% 0.3% 0.1% 0.5% 0.8% 0.1%
Total 100.0% 100.0% 100.0% 100.0% | 100.0% 100.0% 100.0% 100.0% 100.0%

Source: Thomson Reuters NC Hospital Database; Attachment 3

On page 189 of the FirstHealth Application, FirstHealth states that obstetrical services are not to
be provided as a result of the number of neonates from Hoke County needing specialty care in a
NICU. However, 354 normal newborns or 72.5% of all newborns did not need a NICU in FY
2008. Furthermore, population growth associated with BRAC in southeastern Hoke County is
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young and of childbearing age. Therefore, the need for obstetrical services will continue to
grow.

The lack of OB-GYN coverage is a major issue with the underserved. FirstHealth does not
address how the proposed FirstHealth-Hoke will address emergency handling of OB-GYN
issues. Furthermore, FirstHealth compares the decision to not provide OB-GYN to the recent
approval of Davie County Hospital’s replacement hospital which does not offer OB-GYN
services. The two are not related as the fact pattern for the two projects are very different. Davie
County Hospital was replacing an existing hospital with existing services, not developing a new
hospital. In addition, existing providers, including the Davie County Hospital applicant,
provided obstetrical services to the residents of Davie County under an existing agreement to
maximize educational opportunities for the medical school located in the urban market.

The following table illustrates that even when the obstetrical population is excluded, during the
Jast three years, Cape Fear Valley Health System has provided inpatient services to a
substantially greater number of Medicaid and self-pay patients.

Hoke County Payor Mix without Obstetrical DRGs

2006 2007 : 2008
: FirstHealth- FirstHealth- FirstHealth-
Hoke CFVHS Moore Hoke CFVHS ‘Moore Hoke CFVHS Moore
County Hoke Cty Hoke Cty County Hoke Cty Hoke Cty County Hoke Cty Hoke Cty
Discharges | Discharges | Discharges | Discharges | Discharges | Discharges | Discharges | Discharges | Discharges
Payor by Payor by Payor by Payor by Payor by Payor by Payor by Payor by Payor by Payor
Medicare 43.3% 34.5% 52.8% 42.1% 35.7% 50.8% 38.3% 35.0% 44.1%
Medicaid 172% | 23.1% .| 11.3% 19.2% 24.5% 14.5% 18.0% 24.9% 11.8%
Tricare 6.9% 8.9% 3.4% 6.1% 7.7% 3.3% 6.5% 8.3% 2.4%
Other
Government 3.8% 2.2% 4.3% 2.4% 0.9% 2.8% 3.1% 0.2% 5.1%
BC 9.3% 9.9% 10.3% 9.2% 10.5% 9.0% 10.9% 12.2% 10.9%
HMO 0.0% 0.0% 0.0% 2.8% 6.2% 0.6% 2.8% 6.7% 0.0%
"HMO/PPO 3.2% 7.5% 1.0% 0.0% 0.0% 0.0% 0.1% 0.0% 0.0%
Indemnity 8.9% 51% 11.3% 7.6% 4.4% 9.7% 3.4% 2.0% 2.7%
PPO 0.0% 0.0% 0.0% 0.3% 0.0% 0.5% 1.2% 0.0% 2.1%
Self Pay 6.4% 8.7% 5.4% 6.8% . 9.6% 5.6% 8.7% 9.5% 7.5%
Medicare
HMO 0.0% 0.0% 0.0% 1.5% 0.0% 3.0% 6.3% 0.0% 13.3%
Unknown 0.6% 0.0% 0.0% 1.6% 0.0% 0.0% 0.1% 0.0% 0.0%
WwC 0.4% 0.1% 0.2% 0.4% 0.5% 0.2% | 0.6% 1.2% 0.1%
Total . 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Source: Thomson Reuters NC Hospital Database; Attachment 3

The above table shows that CFVHS provided care to more Medicaid and self-pay patients
(32.1% vs. 17.0%) in FY 2008. As a result, CFVHS has provided more inpatient care to the
underserved residents of Hoke County.
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FirstHealth-Moore has a higher percentage of Medicare inpatient admissions from Hoke County
in FY 2008. However, it should be noted that those patients, had secondary Medicare
supplemental payors with better reimbursement, as shown in the following table.

Medicare Supplemental Payors — FY 2008

BC and Other Commercial

15.9%
Medicaid/Self Pay 59.1% 70.5%
VA and Champus 8.0% 8.7%
Medicare HMO 0.0% 5.0%
Total Medicare 100.0% 100.0%

Source: Thomson Reuters NC Hospital Database; Attachment 3

As aresult, CFVHS has provided more inpatient care to the underserved residents of Hoke

County.

b. Its past performance in meeting its obligation, if any, under any applicable
regulations requiring provision of uncompensated care, community service, or
access by minorities and handicapped persons to programs receiving federal
assistance, including the existence of any civil rights access complaints against
the applicant;

c. That the elderly and the medically underserved groups identified in this

subdivision will be served by the applicant’s proposed services and the extent to

which each of these groups is expected to utilize the proposed services; and

Over 60% of babies delivered to Hoke County mothers are Medicaid patients and the majority of

patients admitted with medical problems have Medicare and Medicaid. In addition,
reimbursement from Medicare and Medicaid is significantly lower, for medical patients than
surgical patients. Therefore, in determining not to provide inpatient medical admissions and
deliver babies, FirstHealth is selectively choosing to not serve underserved populations. The

following table reflects total payor mix for residents of Hoke County in FY 2008.

Hoke County Payor Mix
Medicare and Other Self '
Medicare HMO | Medicaid | Tricare | Government | BC | HMO/PPO | Indemnity | Pa Other Total
Total Hoke County Discharges by Payor :
1,321 1,078 282 93 432 171 - 119 275 22 3,793
34.8% 28.4% 7.4% 2.5% 11.4% 4.5% 3.1% 7.3% | 0.6% | 100.0%
Hoke County OB DRGs
4 335 63 0 75 42 15 18 0 552
0.7% 60.7% 11.4% 0.0% 13.6% 7.6% 2.7% 3.3% | 0.0% [ 100.0%
Hoke County w.0. OB DRGs

1,317 743 219 93 357 129 .- 104 257 22 3,241
40.6% 22.9% 6.8% 2.9% 11.0% 4.0% "~ 3.2% 7.9% | 0.7% | 100.0%

Source: Thomson Reuters NC Hospital Database; Attachment 3
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As shown in the above table, excluding obstetrical services at the proposed FirstHealth-Hoke,
results in a decrease of over 5% in Medicaid patients. Please see additional discussion above
regarding the proposed payor mix and the impact on the underserved. FirstHealth is non-
conforming to Criterion 13.c. as it fails to meet the needs of the underserved populations in Hoke
County, particularly pregnant women. :

FirstHealth also failed to address the needs of the growing Hispanic population in Hoke
County. In its own analysis on pages 152 and 153 of the FirstHealth Application, FirstHealth
uses the growing presence of the Hispanic population to document the need for a hospital in
Hoke County; however, FirstHealth-Hoke will not provide obstetrical services, which are greatly
used by the Hispanic population. In addition, FirstHealth-Hoke did not provide any
documentation regarding the availability of translators for non-English speaking patients.

d. That the applicant offers a range of means by which a person will have access to
its services. Examples of a range of means are outpatient services, admission by
house staff, and admission by personal physicians. .

The proposed FirstHealth-Hoke is not conforming to Criterion 13.d. because the only means by
which a patient will have access to its inpatient services is through the emergency room. As
previously discussed, inpatient utilization of the proposed FirstHealth-Hoke is wholly based
upon emergency room utilization.

In addition, FirstHealth did not discuss the availability of translator services for non-English
speaking Hoke County residents which is important, especially for Emergency Department
purposes.

G.S. 131E-183 (14)

The applicant shall demonstrate that the proposed health services accommodate the clinical
needs of health professional training programs in the area, as applicable.

FirstHealth references Exhibit D for information regarding accommodations for clinical needs of
health professional training programs. However, Exhibit D does not include a draft agreement or
reference what FirstHealth facilities are covered by the list of existing agreements. Therefore ,
FirstHealth has not demonstrated that FirstHealth-Hoke will accommodate the clinical needs of
health professional training programs in the area, as applicable, and is not conforming to
Criterion 14, 2

G.S. 131E-183 (18a)

The applicant shall demonstrate the expected effects of the proposed services on competition in
the proposed service area, including how any enhanced competition will have a positive impact
upon the cost effectiveness, quality, and access to the services proposed; and in the case of
applications for services where competition between providers will not have a favorable impact
on cost effectiveness, quality, and access to the services proposed, the applicant shall
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demonstrate that its application is for a service on which competition will not have a favorable
impact.

FirstHealth-Hoke is not designed to be a competitive inpatient hospital. Rather it is designed as
-a way station for emergency patients half of whom will be transferred to FirstHealth-Moore. As
a result, it is designed to increase market share for FirstHealth-Moore, and will negatively impact
patients and their families requiring them to travel further for care than they currently travel to
Cape Fear Valley Health System. Cape Fear Valley-West is a better alternative which will truly
enhance access to all inpatient and outpatient services, not just emergency care.

III. CON Criteria and Standards

A. Criteria and Standards for Operating Room — 10 NCAC 14C .2100

FirstHealth erroneously concluded that the Criteria and Standards for Operating Rooms were not
applicable to the proposed project. There are in fact, applicable. The proposed project includes
the development of a new separately licensed acute care hospital which currently does not
exist and has no operating rooms. The proposed project will result in a new licensed facility with
one operating room which did not previously exist.

The proposed project is non-conforming to the special criteria and standards for operating rooms
as follows.

10 NCAC 14C .2102 Information Required of Applicant

FirstHealth indicated that these criteria were not applicable and did not respond. In fact, the
proposed project includes the development of FirstHealth-Hoke, a new separately licensed
acute care hospital which currently does not exist and has no operating rooms. The proposed
project will result in a new licensed facility with one operating room which did not previously
exist. As a result the proposed project involves increasing operating rooms at FirstHealth-
Hoke. '

FirstHealth did respond to 10 NCAC 14C .2102(c)(1)-(9) indicating that the proposal was a
relocation but these rules were not applicable since the operating rooms were not being relocated
from one “existing” licensed facility to another “existing” licensed facility.

Responses for 10 NCAC 14C .2102(c)(1)~(9) were reviewed to determine conformity with 10
NCAC 14C .2102(b)(1)-(9).

e [ONCAC 14C .2102(b)(1)(2) — response found at 10 NCAC 14C .2102(c)(1)(2)

The number and type of operating rooms reported by FirstHealth at FirstHealth-Moore was not
consistent with the number and type of operating rooms reported by FirstHealth in the 2009
Licensure Renewal Application or the previous CON for the FirstHealth-Moore Heart Hospital
Project LD. # Project ID # H-7121-04. FirstHealth failed to explain the changes, which
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represents a major assumption for the project since projections are based upon 16 operating
rooms and not 14 operating rooms (the 2 open heart ORs would be excluded).

FirstHealth also failed to acknowledge ownership in the Surgery Center of Pinehurst as
previously discussed. Therefore, the project is not conforming to these criteria.

o [ONCAC 14C.2102(b)(3)(4) — response found at 10 NCAC 14C .2102(c)(3)(4)

FirstHealth failed to provide historical data or projected utilization for the Surgery Center of
Pinehurst. Therefore, the project is not conforming to these criteria.

e I0NCAC 14C .2102(b)(5) — response found at 10 NCAC 14C .2102(c)(5)

FirstHealth randomly selected 50% as the appropriate inpatient surgical volume to shift from
FirstHealth-Hoke to FirstHealth-Moore. The undocumented assumptions and problems with
inpatient surgical projections at FirstHealth-Hoke are discussed in detail in the context of
Criterion 3. The basis for this determination was not what was needed or appropriate at
FirstHealth-Hoke, but what FirstHealth-Moore did not need.

Outpatient surgical projections are included in the FirstHealth Application on page 236.
FirstHealth assumes a 45% outpatient surgical market share to project outpatient surgical volume
for FirstHealth-Hoke. This represents a 32% increase of FirstHealth-Moore’s 2008 outpatient
surgical market share. Based upon an analysis of hospitals located in counties with comparable
populations, FirstHealth assumed that FirstHealth-Hoke, with only eight inpatient beds and one
operating room would operate like larger hospitals with 65 to 182 acute care beds and three to
five operating rooms. It will not. These hospitals are full service hospitals which provide
scheduled inpatient surgical services, and inpatient care with a large number of physicians on
‘staff. The proposed FirstHealth-Hoke is not a full service hospital; it is an emergency hospital
with no elective inpatient surgical services or general inpatient admissions as stated on page 211
of the FirstHealth Application.

Other than the comparison to the larger full service community hospitals, FirstHealth did not
provide any additional documentation to indicate physicians currently utilizing outpatient
surgical services at Cape Fear Valley Medical Center, or at the freestanding surgical centers in
Cumberland and Moore Counties would consider joining the Medical Staff at the proposed
FirstHealth-Hoke.

In addition, the one operating room also will be the only operating room available for
emergencies, resulting in bumping of scheduled outpatient cases. On page 230 of the FirstHealth
Application FirstHealth-Hoke projected 207 surgical hours which represents over 10% of the
1,872 operating room hours available in the one operating room for emergency patients in need
of surgery. Even if 50% of emergency surgical procedures are performed after scheduled hours
.or on weekends, over 5% of available operating room capacity is subject to unscheduled surgical -
procedures. This will result in scheduled outpatient surgical procedures being bumped or
delayed on any given day. Few surgeons would continue practicing at FirstHealth-Hoke after
being bumped and told to wait an hour to three or more hours to perform elective surgery.
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Included in Attachment 9 is a letter from Dr. John Henley at Fayeﬁeville Surgery Center
regarding this subject. As a result the projected market share is exceedingly overstated and
unreasonable.

Furthermore, FirstHealth failed to document assumptions associated with the 0.5% growth rate
utilized for FirstHealth-Moore inpatient and outpatient surgical projections. This undocumented
assumption is discussed in detail in the context of Criterion 3.

® JONCAC 14C .2102(b)(7)(8) — response found at 10 NCAC 14C .2102(c)(7)(8)

It is not clear if current and projected surgical rates included in the FirstHealth Application on
pages 68 and 69 if the reported average reimbursement is for inpatient or outpatient procedures.
Therefore, they cannot be compared to Cape Fear Valley — West projected average
reimbursement. However, comparing FirstHealth’s current and projected average
reimbursement a substantial decrease in reimbursement from 2009 to 2013 as reflected in the
following table.

Comparison Top 20 Current and Projected

Laprascopic Cholecystectomy $ 4363 | $ $  (1,969) -45.1%
Local Exis Breast Lesion $ 3,142 | $ 1,068 | § (2,074 -66.0%
Other Local Destrc Skin $ 1551 |8 811 | § (740) -47.7%
Opn Dir Ing Hern - Gft Ne $ 2423 |8 1,359 § (1,064) -43.9%
Tonsillectomy/Adenoidectomy $§ 1978 | $ 1,513 | 8 . (465 -23.5%
Tu Destrc Bladder Les Ne $ 19218 828 | § (1,093) -56.9%
Tu Remov Ureter Obstruction $ 427718 1906 $ (2,371) -55.4%

Source: FirstHealth Application, pages 68, 69

As shown in the above table reimbursement is projected to decrease between 23% and 66% for
the six surgical procedures consistent in the two tables. This is an unreasonable assumption and
FirstHealth did not provide any rationale for such a substantial decrease over a four year
timeframe.

o [0 NCAC 14C .2102(b)(9) — response found at 10 NCAC 14C .2102(c)(9)

FirstHealth fails to discuss expenses associated with anesthesiology, radiology and pathology
associated with inpatient and outpatient services to be provided at FirstHealth-Hoke.
Furthermore, FirstHealth fails to provide documentation from physicians agreeing to serve as
‘medical director for anesthesiology or pathology services for the proposed FirstHealth-Hoke.
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10 NCAC 14C .2103 Performance Standards

o 10 NCAC 14C.2103(b)(1)

Inpatient and outpatient surgical projections for FirstHealth-Hoke and FirstHealth-Moore are
overstated as discussed previously in detail in the context of Criterion 3 and 10 NCAC 14C
.2102(b)(5). Therefore, assumptions associated with inpatient and outpatient surgical projections
are unreasonable and the proposed projected is not conforming to this criterion.

e 10NCAC 14C.2103(g)

FirstHealth referenced Section IV. regarding the assumptions utilized to project surgical volume
for FirstHealth-Hoke. As previously discussed, the assumptions associated with surgical growth
at both FirstHealth-Hoke and FirstHealth-Moore are unsubstantiated.

Therefore, assumptions associated with inpatient and outpatient surgical projections are
unreasonable and the proposed projected is not conforming to this criteria.

10 NCAC 14C .2104 Support Services

e JONCAC 14C.2104(b)(1)

FirstHealth proposes to transfer 50% of all emergency patients in need of inpatient care by
ambulance to FirstHealth-Moore. FirstHealth-Moore is located approximately 30 miles from the
proposed FirstHealth-Hoke locations included in the FirstHealth Application. In addition, the
road system to FirstHealth-Hoke from the proposed location is a two lane winding road. The
ambulance ride is estimated to take 40 minutes®

Cape Fear Valley Medical Center is located 15 miles from the proposed FirstHealth-Hoke
locations included in the FirstHealth Application. The road system to CFVMC from the
proposed location is a four lane straight road. An ambulance ride to CFVMC is estimated to take
20 minutes. FirstHealth does reference using their existing helicopter service but due to the
expense associated with this service, it would not be reasonable for all patients transferred to be
moved via helicopter. FirstHealth-Hoke does not include acquisition of a helicopter, therefore,
the helicopter would have to be called, justified and fly from its designated home location to
FirstHealth-Hoke. It is unclear if the capital expense for the hehcopter-pad is included in the
total capital expenditures for the project.

As aresult, it appears that FirstHealth proposes to subject emergency patients to 20 additional
minutes in an ambulance. In the FirstHealth Application on pages 149 and 150 FirstHealth
discusses the importance of getting patients to emergency care as a reason for the proposed
hospital. However, FirstHealth does not appear concerned about an additional transfer of 20

" Time and travel distance based upon proposed location 1 and mapped using Microsoft MapPoint analysis included
in Attachment 7.
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minutes for critical emergency patients in need of specialty services that will not be offered at the
proposed FirstHealth-Hoke. :

FirstHealth fails to discuss the proximity of CFVMC for those critical emergency patients in
need of specialty services that will not be offered at the proposed FirstHealth-Hoke. Therefore,
the project is not conforming to this criterion.

10 NCAC 14C .2105 Staffing and Staff Training

o 10NCAC 14C .2105
A review of the FirstHealth staffing chart reveals the following.

e It is not clear that operating rooms scheduling includes 24 hour coverage. “On-call”
operating rooms for after hours and weekends requires full staffing and extra salaries

o Although on p. 34 FHCF states that “Anesthesiologists and certified nurse anesthetists
will provide anesthesia services”, neither of these positions are listed in the Section VII
(p- 308) proposed medical staff chart, nor are they listed on the chart on p. 298, proposed
staff for projects involving operating rooms.

B. Criteria and Standards.for CT -10 NCAC 14C .2300

FirstHealth does not justify the need for the proposed CT at FirstHealth-Hoke. The proposed
project is non-conforming to the special criteria and standards for CT Scanners as follows.

10 NCAC 14C .2302 Information Required of Applicant

o JONCAC 14C .2302()

The proposed CT scanner will only be available 40 hours per week for routinely scheduled
procedures. Therefore, the proposed project is not conforming to this criterion.

10 NCAC 14C .2303 Performance Standards

o 10 NCAC 14C .2303(1)

Projected CT scans are based upon the projected emergency department volume plus outpatient
CT utilization. As discussed in the context of Criterion 3, emergency department assumptions
are overstated resulting in overstating emergency visits by at least 3.5%. This would result in
decreasing emergency rooms CT volumes by 3.5%.

Other CT outpatient volumes are projected on page 239 of the FirstHealth Application. As stated

on page 239 FirstHealth assumed a “conservative” 15% market share of outpatient CT volume.
FirstHealth does not provide any documentation, or detail regarding where the outpatient CT
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volume will originate. Letters included in Exhibit 30 do not support sufficient CT volume.
FirstHealth also did not provide any documentation or data regarding the volume of outpatient
CT currently performed at FirstHealth-Moore for Hoke County residents.

.However, in the table on page 239 it appears that the projected CT.volume in Project Year 3 is
based upon a “less conservative” market share of 20.0%.

The following reflects CT procedures projected in the application and adjusted CT volume which
reflects the impact of assuming the “conservative” 15% market share referenced in the text of the
FirstHealth Application for Project Year 3 for outpatient CT volume and adjusting emergency
CT volume to reflect the 3.5% decrease in emergency visits previously discussed in the context
of Criterion 3.

Projected CT Volume in FirstHealth Application and Adjusted CT Volumes to Reflect the
Impact of Overstated Market Share and Overstated ED Visits

Hoke Coﬁnty Tofeﬂ CT Véiﬁme Baséd ilpén PCT Use Rate | 4216 4216
on page 237 of FirstHealth Application ” ’
FirstHealth-Hoke Market Share discussed in text on page i} 15.0%
239 of FirstHealth Application b7
FirstHealth-Hoke Market Share in table on page 239 of 20.0% )
FirstHealth Application i
FirstHealth-Hoke Outpatient CT Scans 843 632
FirstHealth-Hoke CT Scans Based upon Emergency 2756 : 2756
Department Volume on page 230 i ’
CT Volume decrease resulting from 3.5% overstated ED ) 96
visits (2,756 x 3.5%)
FirstHealth-Hoke ED CT Volume ' 2,756 2,659
FirstHealth-Hoke Total CT Volume page 243 of
FirstHealth Application (ED CT volume + Outpatient CT 3,599 3,292
volume)
Avg HECTs per CT scan (Projected HECTS / CT

: 1.53 1.53
Volume) ‘ ‘
Projected HECTS page 243 of FirstHealth Application 5,505 5,035

As reflected in the above table, the proposed CT scanner does not achieve 5,100 HECTS in
Project Year 3. Therefore, the project is not conforming to this criterion.
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10 NCAC 14C .2304 Support Services

o 10 NCAC 14C .2304(a)

FirstHealth did not provide any documentation regarding the availability of the required services
at FirstHealth-Hoke which will be a separately licensed hospital.

IV. Comparative Analysis

The Cape Fear Valley West Application is comparatively superior to the FirstHealth Application,

as shown in the following four tables.

Metric

Cape Fear Valley West

FirstHealth-Hoke

Services Provided

Emergency Room — 16 ED Bays

Emergency Room — 8 ED Bays

Inpatient Admissions — 21
General Acute Care Beds

Emergency Inpatient Services — 8
Acute Care Beds

Inpatient and Outpatient
Surgery —2 ORs

Emergency Inpatient and
Outpatient Surgery — 1 OR

Obstetrical Services — 16 Bed
Obstetrics Unit

1 C-Section OR

Intensive Care Unit — 4 ICU Beds

Observation Beds - 9

Observation Beds — 8

Outpatient Diagnostic Imaging

Outpatient Diagnostic Imaging

CT CT
Mobile MRI MRI
X-Ray X-Ray
Ultrasound Ultrasound
Mammography
Nuclear Medicine

Laboratory Laboratory

Pharmacy Pharmacy
Physical Therapy

Respiratory Therapy

Speech Therapy

Source: Section XI of FirstHealth Application and Cape Fear Valley Health System Application.

Metric | Cape Fear Valley West
.Capital Cost Per Bed $2,187,133 $4,354,813
Patient Access 41 Acute Care Beds 8 Acute Care beds
Capital Cost per Sq Ft $614.90 $697.48
Square feet for services 147,832 49,949

Source: Section XI of FirstHealth Application and Cape Fear Valley Health System Application.

Metric Cape Fear Valley West FirstHealth-Hoke ]
Inpatient Revenue Per Patient Day $5,019-Yr1 $7,106 - Yr 1
" Total Operating Cost
Per Adjusted Patient $1,806 - Yr 1
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Day $2,482-Yr1
Total Net Revenue per
Adjusted Patient Day $1,456, - Yr 1 $2,424 - Yr 1
Source: Please see Section X.3 above for Cape Fear Valley West, please see table under Criterion 5 above
Jor FirstHealth
. Parent Company of Cape Fear | Parent Company of FirstHealth-
~ Valley West: Cumberland Hoke: FirstHealth of the
Metric County Hospital System, Inc. Carolinas, Inc. ‘
40.4% of Hoke County
Medicaid FY2008 Discharges 15.6% of Hoke County Discharges

Source: Thomson Reuter

Parent Company of Cape Fear
Valley West: Cumberland

Parent Company of FirstHealth-
Hoke: FirstHealth of the

Metric County Hospital System, Inc. ~ Carolinas, Inc.
Historical Charity Care FY2008 10.7% of net Revenue 7.5% of Net Revenue
Source: 2009 Annual Hospital License Renewal Applications
Metric Cape Fear Valley West FirstHealth

Community Endorsement:
Petitions, email, letters

1,202 signatures obtained
throughout Cumberland and Hoke
. Counties

190 emails and 33 letters

Source: Exhibit W of FirstHealth Application; Exhibit 24 of Cape Fear Valley West Application

The FirstHealth Application is deficient in the following respects: .

FirstHealth does not provide the best alternative for improved access for Hoke County
residents. Cape Fear Valley Health System proposes to maximize resources in providing
the largest access by relocating 41 acute care beds from Cape Fear Valley Health System
to Cape Fear Valley West while FirstHealth proposes to transfer 8 surplus acute care beds
from FirstHealth-Moore.

The FirstHealth Application is not the least costly or most effective alternative as shown
above with the highest charges per patient day, highest adjusted operating cost per patient
day and highest adjusted net revenue per patient day.

The FirstHealth Application cannot be approved because it has omitted required
historical financial information including a complete financial picture of the entire
FirstHealth of the Carolinas, Inc.’s entity.

FirstHealth cannot be approved because projected inpatient and outpatient utilization is
based upon erroneous assumptions resulting in overstated projections as a result the
facility will incur greater losses with the 8-bed facility.
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e FirstHealth cannot justify the projected MRI utilization and will incur greater losses with
the 8-bed facility. The planned relocation of the MRT unit to Hoke County will result in
unnecessary duplication of services being provided to residents of that area by
FirstHealth and Cape Fear Valley Health System, particularly with the planned
acquisition of another MRI scanner in Moore County.

e FirstHealth understated its working capital needs for FirstHealth-Hoke in the first year by
$2.7 million.

o Referral letters submitted in support of the FirstHealth Appiication do not support the
numbers of procedures projected by FirstHealth to operate the transferred MRI scanner in
Hoke County.

e Cape Fear Valley Health System projects superior patient péyor mix and financial class
access to Cape Fear Valley West, while FirstHealth selectively choose a payor mix that
does not serve Medicare and Medicaid patients.

e Several cost estimates were not documented as discussed above and the basis of the
construction costs and amount of contingencies were not disclosed.

e FirstHealth failed to document its physics coverage of all equipment utilizing radiation
and provided erroneous information regarding working agreements with surrounding
providers. :

For all of the above reasons, FirstHealth is non-conforming to the Review Criteria for a New
Institutional Health Service, and the FirstHealth Application must be denied.

V. Conclusion

The majority of Hoke County residents live and are expected to live in the eastern side of the
County, which is closer to Cape Fear Valley Medical Center and the proposed Cape Fear Valley
West.

On pages 154, 160, and 161 of the FirstHealth Application, FirstHealth confirms that:

McLauchlin and Raeford Townships are the most populated townships in Hoke County.

e McLauchlin Township is projected to have a greater school age population growth due to
the impact of BRAC.

e Combined, McLauchlin and Raeford Townships represent 68.9 percent of Hoke County’s
2009 population and 70.3 percent of the County’s 2014 population.

An analysis of census tract population for Hoke County also illustrates that the population growth
is projected to continue in the eastern part of the county as shown in the following table.
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Hoke County Census Tract Population Data

Total Women 15-44 65+ Under 18
Census Tract 2009 2014 2009 2014 2009 2014 2009 2014
9701 23,531 28,266 5,945 6,647 1,022 1,648 7,959 9,298
9702 9,292 10,243 1,800 1,929 728 1,103 2,468 2,668
9703 4,988 5,133 950 949 854 960 1,175 1,200
9704 6,814 - 7,351 1,498 1,620 490 799 2,108 2,238
Total 44,625 50,993 10,193 11,145 3,094 4,510 13,710 15,404
: Percent of Total : ’
9701 52.7% 55.4% 25.3% 23.5% 4.3% 5.8% 33.8% 32.9%
9702 20.8% 20.1% 19.4% 18.8% 7.8% 10.8% 26.6% 26.0%
9703 11.2% 10.1% 19.0% 18.5% 17.1% 18.7% 23.6% 23.4%
9704 15.3% 14.4% 22.0% 22.0% 7.2% 10.9% 30.9% 30.4%

Source: Claritas

As shown in the above table, the largest and fastest growing population base in Hoke County is
census tract 9701. That census tract includes the population in eastern Hoke County and in the
north, the training grounds for Fort Bragg Military Reservation which does not include any civilian
population. The following map shows the location of the proposed population growth and the
locations of the existing FirstHealth-Moore and Cape Fear Valley Health System.

Hoke County Population Growth

As illustrated in the above map, the northern section of Hoke County is the location of the Fort
Bragg Military Reservation which does not include any civilian population. The map also
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illustrates that the projected population growth in Hoke County will-be in the southeastern portion
of the County adjacent to Cumberland County and closer to Cape Fear Valley West.

Cape Fear Valley Health System proposes to maximize existing resources by relocating 41 acute
care beds from Cape Fear Valley Health System to Cape Fear Valley West. The proposed Cape
Fear Valley-West is the best alternative to meet the needs of Hoke County residents and will
result significant expansion in access to health care services. FirstHealth-Hoke proposes a
limited service hospital with only eight acute care beds.
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OR Need State Offlce of Demographlcs Population Data
‘ _Hoke County

46,762 | 47922 | 40082 | 50243 51,402

Population

Inpt Surgical Use Rate 19.22 19.22 - 19.22 19.22 . 19.22
Projected Inpt Cases 899 921 943 965 988

Outpatient Surgical Use Rate 48.15 48.15 48.15 48.15 48.15 48.15
Projected Outpt Cases 2196 2252 2308 2363 2419 2475
Weighted OR Hours . 5923 6073 6224 6375 6525 6676
Total OR Need 3.16 3.24 3.32 3.41 3.49 3.57

Inpt Mkt Share 50% 50% 50% 50% 50% 50%
Projected Inpt Cases 438 449 460 472 483 494

Outpt Mkt Share 70.0% ° 70% 70% 70% 70% 70%
Projected Outpt Cases 1537 1576 1615 1654 1694 1733
Weighted OR Hours 3620 3712 3804 3896 3989 4081
Total OR Need 1.93 1.98 2.03 2.08 213 2.18

Source: NCOSBM,; State Office of Demographics

Mar§<et share consistent with FHCH CON Application page 151

OR Need Includmg BRAC Populatlon Data Page 159 of FHCH CON Appllcatlon

Hoke County ~ 2008 | 1 2012 |
Population 48,066 46 762 47 922 . 49 082 50,243 55,144
Inpt Surgical Use Rate 19,22 19.22 19.22 19.22 19.22 19.22
Projected Inpt Cases 924 899 921 943 965 1060
Outpatient Surgical Use Rate 48.15 48.15 48.15 48.15 48.15 48.15
Projected Outpt Cases 2315 2252 2308 2363 2419 2655
Weighted OR Hours 6243 6073 6224 6375 6525 7162
Total OR Need 3.33 3.24 3.32 3.41 3.49 3.83
Inpt Mkt Share 50% 50% 50% 50% 50% 50% |
Projected Inpt Cases 462 - 449 460 472 483 530 i .
Outpt Mkt Share 70% 70% 70% 70% 70% 70% |
Projected Outpt Cases 1620 1576 1615 1654 1694 1859 7//////77 |
Weighted OR Hours 3816 3712 3804 3896 3989 4378 '
Total OR Need 2.04 1.98 2.03 2.08 213 2.34 //Z/
Source: NCOSBM,; State Office of Demographics; FHCH CON Application. pg 159
Market share consistent with FHCH CON Application page 151
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DISCLAIMER

This report is intended as an aid to planners, managers, elected officials,

and other decision makers in the Fort Bragg region. Our aim is not to
dictate what should be done, but to assist in ongoing efforts to achieve goals
and objectives identified and valued by the residents of the region. The
recommendations presented in this report are suggestions for how the region
could work towards those goals and objectives, based on best available
information and current understandings,

The information, projections and estimates in this report are based upon
publicly available data and have been prepared using generally accepted
methodologies and formulas. The projections and needs presented in this
report are based upon best estimates using the available data. It is important
to note that currently available information and understandings are
incomplete and cannot account for the inevitable, but unpredictable, impacts
of unexpected global, national, state, and/or local events. Actual results
and needs may differ significantly from the projections of this report due to
such unforeseen factors and conditions, as well as inaccuracy of available
data, and/or factors and conditions not within the scope of this project.
Persons using this information to make business and financial decisions are
cautioned to examine the available data for themselves and not to rely solely
on this report.

Neither the BRAC Regional Task Force, Training and Development
Associates, Inc. nor its subcontractors guarantee or warrant that the
projections set forth in this report will, in fact, occur. The BRAC.

Regional Task Force, Training and Development Associates, Inc. and its
subcontractors disclaim any liability for any errors or inaccuracies in the
information, projections and needs analysis, regardless of how the data is
used, or any decisions made or actions taken by any person in reliance upon
any information and/or data furnished herein.
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Chapter 13: Hoke County

A. Introduction

This report presents the results of a thorough
assessment of the impact of the expansion at Fort
Bragg and identifies action items that need to be
taken to prepare for this growth. The assessment
process included dozens of individual interviews and
working group meetings attended by a diverse group
of planners and engineers, elected officials, city and
county employees, representatives of chambers of
commerce, and other stakeholders. Their insights
guided teams of experts in their information gathering
and analysis. Following the sustainability guidelines
described in the introduction to the full report, the
information presented here is intended to support
proactive, integrated, regional planning through which
the region’s communities can develop innovative and
effective responses to potential as well as already
existing problems.

This section, which identifies issues facing Hoke
County and presents strategies for accommodating
the impact of military-related growth, can be read

either independently or as part of the larger Growth
Management Plan. It includes an assessment of the
following topics:

Economic Impact

Education (K-12)

Housing

Information and Communication Technologies
Water, Sewer, & Solid Waste

» Health Care

» Hospitality and Cultural Resources

Hoke County encompasses approximately 392 square
miles. It includes the incorporated municipality

of Raeford and several small, unincorporated
communities and villages (Figure 1).

1. Growth Scenarios Used in This Report

The terms “normal growth” and “expected growth”
figure prominently in the following discussion.
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Figure 1. Map of Hoke County
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Table 1: Expected Number of Additional Military-Related Personnel -

2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | Totals
Active-Duty Army 2,242 | 129 1854 11,310 477 {-700 153 143 5,608
Active-Duty Air Force -309 -1088 |-786 |-579 |-460 |70 155 |50 -3,247
Army Civilians 393 102 149 216 17 1,072 | 0 0 1,949
Air Force Civilians 23 257 -19 -85 -31 -3 0 0 142
Defense Contractors 1274 | 632 253 120 120 1,226 | 504 | -27 4,102
Totals 3,623 | 32 1,451 | 982 123 1815 (762 | 116 |8,704

“Normal”—that is, natural—growth refers to the
changes in local population and other economic
factors that would be affecting housing markets

and school systems even if there were no military
expansion at Fort Bragg. “Expected growth” refers to
the additional growth that will occur as a result of the
planned expansion at Fort Bragg.

The number of additional military-related personnel
expected to relocate to the region from 2006 through
2013 is shown in Table 1.

In addition, the expected growth scenario includes
expected construction expenditures for military
projects managed by the Army Corps of Engineers,
as well as privatized military housing projects
managed by Picerne Housing. Military construction
expenditures total $1.3 billion' between 2006 and
2013, and privatized military housing construction
totals $336 million? between 2006 and 2013. For a
complete discussion of the economic modeling and
associated assumptions developed for this project,
refer to the regional economic impact chapter.

2. Recommended Actions

The “Recommended Actions™ section located at the
end of each section lists specific actions suggested as
responses to the challenges identified in the chapter.
All of the recommended actions are important for

the region as a whole; each recommended action is
classified as being either “critical” or “important”
based on the relevance of the action to the mission

of Fort Bragg. Critical actions are urgent actions;
failure to implement them could jeopardize the base’s

1. Estimates provided by Glenn Prillaman, Fort Bragg Directorate of
Public Works '
2. Estimates provided by Gary Knight, Picerne Housing

mission. Important actions represent a less urgent
“best practice” of more general value to the region,
in that failure to implement an important action could
adversely affect community planning but would not
jeopardize Fort Bragg’s mission.

B. Economic Impact of Military Growth

The infusion of military, civilian, and supporting
contractors, together with the concomitant
investments needed for construction and related
activities, is expected to provide a boost lo the

Hoke County economy and lead to a more than $41
million increase inf Gross Regional Product in 2013,
The Fort Bragg expansion will also account for

an additional $53 million in personal income, 546
million in disposable income, 331 million in output
(sales), and $61 million in demand in 2013. The total
population for Hoke County in 2013 is expected to be
56,704, including 3,836 that are a result of military
expansion.

In order to understand how a community is going

to change, it is necessary to identify where that
community currently stands. When considering

the growth of an entire county, broad demographics
that show population, income, employment, and
commuting trends can provide a reliable snapshot of
where the county is now and where it is headed.

1. Population

The population of Hoke County increased over 25%
between 2000 and 2006. According to the North
Carolina State Data Center (SDC) estimates, county
population increased from 33,646 in April 2000 to
42,202 in July 2006, the most recent date for which

Fori Brago Beglonal Growih Plan 1
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Table 2. Population Growth in Hoke County, 2000-2006 -

Municipality April 2000
Population
Raeford 3,386
Unincorporated 30,260
Area
Hoke County 33,646
Total

July 2006 Change | Change

Population | (number) | . (%)
3,823 437 12.91
38,379 8,119 26.83
42,202 8,556 25.43

data are available. That 25.4% population increase
was significantly greater than the 10.1% average
statewide increase for the period. As shown in, the
City of Raeford also grew in population between April
2000 and July 2006. As of July 2006, Raeford had the
159th largest population of the 541 North Carolina
municipalities. The majority of the population growth
has occurred in the unincorporated portion of Hoke
County (Table 2).

At the completion of the expansion at Fort Bragg and
Pope Air Force Base in 2013, the total population in
Hoke County is expected to increase to approximately
56,704, corresponding to an increase of 3,742
attributable to military growth. Over 80% of the
population growth is expected to consist of civilian
households.

2. Income, Gross Regional Product (GRP),
Output, and Demand

As aresult of military growth, personal income?® in
Hoke County will increase in 2013 from roughly
$1.37 billion to $1.42 billion - or by $53 million
(Table 3). At the completion of the Fort Bragg

3. Personal income, defined as the aggregate income received
by all persons from all sources, is calculated as the sum of wage
and salary disbursements, supplements to wages and salaries,
proprietors’ income, rental income, personal dividend income,
personal interest income, and personal current transfer receipts,
less contributions to government social insurance.. (REMI Model
Documentation Version 9.5).

expansion in 2013, disposable income* in Hoke
County will have grown by $46 million to $1.246
billion. Similar to the trends seen in other variables, i
income changes in the regional economy spike at the -
peak of the military expansion in 2011, then settle |
to a more gradual increase over the long run as the
regional economy absorbs the expansion. Gross
regional product (GRP), the most commonly used
metric for measuring value added to the regional
economy, is analogous to the gross domestic

product used for benchmarking activities in the
national economy. While it was thought that the
local economy would grow at a fair pace without

the military expansion (that is, normal growth),

the infusion of military, civilian, and supporting
contractors, together with the investments needed
for construction and related activities, is expected to
provide a further boost to the Hoke County economy
and lead to a GRP increase of $41 million in 2013.
Total sales to local businesses (output) is affected by
changes in industry demand, the local region’s share
of each market, and international exports from the
local region. The increase in 2013 is estimated to be
$31 million. Total demand is defined as the amount
of goods and services demanded by the local region;

4. Disposable income is defined as the portion of personal
income that is available for consumers to spend. Disposable
income equals personal income, less taxes and social security
contributions, plus dividends, rents, and transfer payments (REM|
Model Documentation Version 9.5).

Table 3. Economic Impact of Military Growth (excludes normal growth)

2013 (miltions)

Personal Income

+$53

Disposable Income

+$46

Gross Regional Product

+$41 -

Total Sales (output)

+ $31

Fori Brage Reslonal Browith Plan 8
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it includes both imports and local supply. Under the
Fort Bragg expansion, total demand for Hoke County
is expected to grow by about $61 million in 2013
(from about $1.87 billion to $1.93 billion).

C. K-12 Education

Hoke County Schools, which have a 2007-2008
K-12 enrollment of 7,439 students, will experience
military-related growth estimated at nearly 500
students between the 2006-2007 and the 2013-2014
school years. The expected impact will be heaviest
in the northeastern and eastern parts of the county,
primarily south of US 401.Because the staffing of
new classrooms in order to maintain current levels
of education services will cost $27.9 million over six
years and because $18.9 million will be needed for
new school construction, the securing of fumding for
capital improvements has become a major priority.

School systems nationwide are facing difficult
planning challenges arising from increasing student
populations, aging school infrastructures, and
increasing complexity in pupil assignments. These
challenges are shared by the county, which must fund
building and renovation projects based not only on
normal population growth but also on the expected
growth that will occur as a result of the military
expansion at Fort Bragg.

1. Current Conditions

a. Background

Hoke County Schools, with an enrollment of 7,459,°
in 2007-08, is the fifty-third largest school district in
North Carolina. Other characteristics of the district
include:

« Fight elementary schools, two middle schools,
one high school, and two alternative schools

» Nine hundred and twenty two employees,
including 50 administrators, 461 teachers, 170
teacher assistants, and 241 support staff®

5. North Carolina Department of Public Instruction, 2007-2008
Average Daily Membership (ADM), Month-Two Report.

6. “EAC Education Site Visit, September 9, 2008, Fort Bragg, North
Carolina” presented by Dr. Dan Honeycutt, Superintendent, Harnett
County Schools:

* Elementary school students account for 53.5%
of the student population, with middle school
and high school students making up 22.3% and
24.1%, respectively.

» Approximately 18% of students in 2007 were
connected to the military which resulted in
an average Federal Impact Aid per student of
$317.217

b. Facility Needs

As part of this assessment, a detailed out-of-capacity
analysis of each school in the district was completed.
Enrollment projections were developed based on
historical trends and the expected impact of military
expansion. These projections were compared to

the existing permanent capacity of each school

and capacity gaps or surpluses were determined.
Estimates for the 2008-2009 school year suggest
that, system-wide, the existing permanent building
capacity is approximately 8,916 students, which
means there is a current system-wide capacity surplus
of-about 1,044 students. At the individual school
level, there are several schools in the Rockfish, Hoke,
Upchurch and Sandy Grove elementary school areas
that are expected to experience significant military-
related impact. The new 850-student Don D. Steed
Elementary, which opens in 2008, will provide
temporary relief in the military-impacted areas until
2012. Middle schools in the county have a current
capacity surplus of 261 students, while the high
school has a current capacity surplus of 35 students.

¢, Historical Growth

Resident Hoke County live births have been
increasing since 1998, and recent yeats have seen an
especially significant rise in new births (Figure 2).}
It is not surprising, then, that the six-year trend in
Average Daily Membership for Month 2 is increasing .
by a little more than 110 students per year (Figure 3),
bringing the average yearly growth rate during this
period to 3.3%.

7. “EAC Education Site Visit, September 9, 2008, Fort Bragg, North
Carolina” presented by Dr. Dan Honeycutt, Superintendent, Harnett
County Schools. .

8. North Carolina Department of Health and Human Services

Fori Brage Regisnal Grewih Plan - 9
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Figure 2, The number of live births to residents of Hoke County per school year.
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2. Future Conditions Hoke County schools between the 2008-09 and 2013-
o 14 school years, resulting in a system-wide increase

a. Geographic Distribution of Growth 0of 2,400. Tn 2011, the current system-wide capacity

Hoke County schools experienced a five-year (2002-  surplus will yield to a capacity gap of 900 by 2013.
03 to 2007-08) average annual growth rate of 3.26%,
with yearly student population growth rates ranging Figure 4 shows how this expected growth in the K-12

from 1.62 to 5.80%. The projected normal growth student population will be distributed throughout the
rate for Hoke County schools is expected to average county. This map is derived from GIS analyses—
4.27% per year over this period. Military-related of where current students live, where military

growth is expected to add 500 school-aged childrento  personnel live, and where land parcels available for

Figure 3. Average Daily Membership (ADM) for Month 2 in Hoke County schools.!
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1. ADM is the sum for all students of the total number of school days during the second month of the school year that the student’s
name is on the class roll divided by the number of school days in that month. ADC provides a more accurate count of the number of
students in school than does enroliment.
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Figure 4. Growth potential for K-12 student population in Hoke County. Darker blue indicates areas where the number of school-aged
children is expected to grow the most

More
Students

Same
Number of
Students

Ft.Bragg \

development are located—as well as from interviews
with a wide range of knowledgeable stakeholders.
Both information sources are important; strong
residential growth does not necessarily correlate

with increasing student populations, and expert local
knowledge is required to identify likely patterns. As
the map indicates, the strongest potential for military-
related student growth seems to be in the northeastern
and eastern areas of the county. These areas roughly
correspond to the Rockfish Hoke, Upchurch, and
Sandy Grove elementary school districts.

b. Projected Growth and Facilities Capacity

System-Wide. Ten year enrollment projections were
developed for all schools in the district’. Projections
were based on historical school enrollment records

as well as available data about the number of
newborn babies in each school district. The analysis
determined cohort survival ratios, defined as the
proportion of students enrolled in one grade in a
specific school year relative to the number of students
enrolled in the next grade level and school year.

9. At the time of this analysis, actual 20 day ADM numbers were not
available for the 2008-09 school year. Estimates were used based
on available data.

These ratios, in turn, were used to develop a system-
wide, enrollment forecast, which was then compared
with estimates of school capacity in order to project
capacity shortfalls in 2013. The total anticipated
growth'® in school enrollments between the 2008-

09 and 2013-14 school years is approximately

1,946 students (includes 478 students resulting

from military-related growth). Figure 5 details the
projected school enrollments.

Projections for the 2013-2014 school year suggest
that, system-wide, the permanent facilities capacity
gap will be 902 students (Figure 6).

It should be noted that 2007-08 Month Two Average
Daily Membership data indicate that Rockfish Hoke
and Upchurch schools are already over capacity by
more than 350 students (combined). These areas
will experience the greatest capacity challenges, and
thus will have the greatest need for new classroom
space and staff. Expected growth suggests that

10. Includes normal growth plus the expected military-related
growth.

Fori Brago Regional Growth Plan 11
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Figure 5. Projected Growth in Student Enroliment by School
Level (2008-09 to 2013-14)

Figure 6. Projected Capacity Gap in Permanent Facilities by
School Level (# of students)
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almost eighty military-related K-5 students will

be added, per year, to Rockfish Hoke Elementary
School, contributing to a total increase of nearly 500
such students by 2013-14. This projected increase
would push the school over its capacity by almost
600 students. Sandy Grove and Upchurch elementary
schools are expected to experience similar growth,
although Sandy Grove currently has a larger capacity
and can absorb more student growth,

Military—Impacted School Clusters. In order to assess
the impact of pending school construction projects on
capacity gaps and to provide guidance on the siting
of future schools, military-impacted school clusters
were identified. Clusters include the individual school
attendance areas - at the elementary, middle and high
school levels - expected to receive the largest military
impact. Once specific clusters were identified, the
out-of-capacity analysis was redone at the cluster
levels to illustrate year-by-year capacity gaps (Table
4).

The schools included in the elementary cluster are
Rockfish Hoke Elementary, Sandy Grove Elementary,
Upchurch Elementary, and Don Steed Elementary (to
be completed in 2008). The updated out-of-capacity
analysis suggests that all schools are either at or below
capacity for the 2008-09 school year. The 2013-14
school year projections however reveal that several
schools in the elementary cluster will be operating
well above capacity. An additional elementary school
will likely be needed as soon as 2012. The schools
included in the middle school cluster are East Hoke
Middle and West Hoke Middle. An updated out-of-
capacity analysis suggests that both schools are below
capacity for the 2008-09 school year. Projections

for the 2011-12 school year reveal that an additional

1000 - - ,
800 - :

600 { | , , ,
400 - [—-l - ,

; e

200 4
Total Middle High

Elementary

middle school will be needed. Hoke County High
School is the only high school in the county. The out- -
of-capacity analysis suggests that Hoke County High
School is operating near capacity for the 2008-09
school year; projections reveal that capacity demands
will increase and an additional high school will likely
be needed in 2011.

3. Gaps

As mentioned, approximately 478 additional students
will enroll in Hoke County schools as a result of
military-related growth."! This additional influx of
students translates into a need to spend an additional
$18.9 million to construct new schools' (Figure 7).

Hoke County passed a $20 million bond in November
2006, with $13 million allocated to the new Dan D.
Steed Elementary school that will have a capacity of
850 and will open in 2008. The remaining $7 million
is targeted toward a new middle school opening in
2010 with a capacity of 650. Even with this funding
for a new elementary school, the unfunded portion of
new construction costs remains at approximately $12
million, ’

11. Compares the 2008-09 enroliment to the projected 2013-14
enroliment.

12. Based on enrollment projections, the ratio of elementary
school, middle school, and high school attendance in the county
was determined for the 2008-09 school year. Based on this ratio,
the total military-connected students moving into the district were
allocated to elementary, middle and high school categories. The
average cost per student to construct a school was obtained
from Smith Sinnett Architects and assumes a 5-year construction
inflation cost and a $20K per acre land cost. The estimate is
$35,784 for an elementary school, $40,388 for a middle school
and $48,429 for a high school. Thus, the cost of construction is
determined by multiplying the number of students at each school
level by the applicable cost per student to construct a school.

Fort Brago Reglonal Growith Plan. 12
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Table 4. Out-of-Capacity Projections for Military-Impacted Schools -

Capacities Projected Month 2 ADM
2007-08 | 2008-09 | 2009-10 | 2010-11 | 2011-12 | 2012-13 | 2013-14 | 2014-15

Elementary
Rockfish Hoke Elem
Sandy Grove Elem

Upchurch Elem
Don Steed Elem
(2008)

Totals 3120 | 2685 | 2859 | 2074 | 3211 | 3435 | 3702 | 3959

Capacities Projected Month 2 ADM
2007-08 | 2008-09 | 2009-10 | 2010-11 | 2011-12 [ 2012-13 | 2013-14 | 201415 [

Middle
East Hoke Mid 989 925 979
West Hoke Mid 942 745 756

Totals 193t | 1670 | 1735 | 1876 | 2024 | 2160 | 2200 | 2247 |

High
Hoke County High | 1775 T 1740

Totals [ 1725 | 1740 | 1790 [ 1791 | 1826 [ 1874 | 2009 | 2141 |

In addition to the cost of constructing new schools, Figure 7. Additional School Construction Cost associated with
there are additional administrative and operations Military-Related Growth ($ in millions)

costs, such as salaries, instructional supplies, utilities, 20
maintenance, transportation, etc. The Hoke County

school district operates with money from local, 15 -
state, and federal sources. Public schools are funded
largely through tax dollars. The State provides the
overwhelming majority of school funding in Hoke 51 ' -

County, with the federal government providing the D D___
least. Seventy-three percent of school funding 0 T T T

comes from state sources, 14% from federal sources, Total  Elementary Middle High
and 13% from local sources.!* The total per-pupil

expenditure in Hoke County is $8,247 annually

compared to an average of $7,800 for the Tier I Figure 8. Additional Administrative and Operations Cost
counties. Based on these costs, in order to maintain associated with Military-Related Growth ($ in millions)
the same level of educational services for six years',
approximately $27.9 million will be necessary to
educate the 478 additional military-related students.

The local portion of this cost is about $3.6 million 20 1 . ‘ ‘
(Figure 8). 151 '
' 10 4 e ~
5 -
13. North Carolina Department of Public Instruction, 2006-2007 0 — l l . . l

School Statistical Profile
14. From the 2008-09 through 2013-14 school years Total . Local State Federal

10

30
25 +
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4. Recommended Actions

Critical Action 1; Identify potential funding sources for the
construction and operation of the additional school capacity

Description: Current funding sources will not provide sufficient funding to
fill the capital and operating needs of the County. A committee should be
formed to identify potential sources for additional funding. Potential funding
sources include: (1) a higher level of Federal Impact Aid, which is supposed
to compensate local educational agencies for “substantial and continuing
financial burden” resulting from federal activities such as the enrollments

of children of military parents who live or work on federal land; and (2)
traditional funding sources, such as general obligation bonds and raising
property or sales taxes, which would need a focused effort to build public
support since they require voter approval. In addition, the committee should
explore the possibilities for obtaining special funding from the Department
of Defense to deal with the special burden imposed on local schools by

the BRAC process. Legislation, such as the Military Children’s School
Investment Act recently introduced in Congress by Congressman Robin
Hayes, should be supported. '

Responsible Parties: With the support of the BRAC Regional Task
Force, Hoke County Schools and Hoke County Government should work
collaboratively to pursue all available funding resources.

Critical Action 2: Update out-of-capacity analysis using actual 2008-
09 enrollment numbers

Description: The military-impacted school cluster analysis in this assessment
was based on estimated enrollments for the 2008-09 school year. The actual
enrollment numbers — based on the 20-day ADM - are now available. This
update will verify the need for the additional elementary, middle and high -
schools recommended in this assessment. An update may also impact the
optimal location of each of the schools recommended.

Respoﬁsible Parties: The BRAC Regional Task Force will work with Hoke

County Schools to ensure that the most up-to-date information is used in any
future assessments.

Fort Bragg Beglonal Growth Plan
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Critical Action 3: Collaboratively identify optimal sites for new
schools

Description: Because the projected school capacity gap in Hoke County

is not evenly distributed across the county, efficient use of limited capital
improvement funds will require strategic distribution of new facilities. Hoke
County Schools and local governments should consider adopting Smart
Growth principles whereby school facility planning and local government
planning efforts are integrated so as to reach multiple community goals—
educational, economic, social, and fiscal. Collaborative decisions regarding
the location of schools, houses, and neighborhoods will promote policies that
are consistent across governmental and functional boundaries. The availability
and price of land is obviously an important factor in siting schools. GIS-
driven technology — such as the technology recently used to determine optimal
school sites in Harnett County - is available that will assist in correlating
school decision-making with projected land use trends.

Responsible Parties: The integration of a collaborative model of decision
making is recommended for all counties in the region. The BRAC Regional
Task Force is well positioned to provide further assistance in using GIS
technology to identify optimal site locations for new schools.

Fort Brage Reglenal Growih Plan
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D. Housing

The Hoke County for-sale housing market.continues
to outperform the national and regional housing
markets. The area’s housing, which is substantially
more affordable than is the case in most areas of

the United States, has a history of housing price
appreciation. Although the local market has begun
to slow in the last eighteen months, negative impacts
to the local economy are being reduced substantially
by military spending at Fort Bragg. Hoke County
offers its present and future residents a wide variety of
housing choices, ranging from smaller homes for less
than 3100,000 to larger estate homes for $275,000
plus.

1. Current Conditions

a. Housing Characteristics

The number of housing units in Hoke County in 2007
is estimated to be 15,858, which is up from 12,518
housing units in 2000. The average annual growth
rate for this period would thus be an estimated 3.81%.
Approximately 951 (6.0%) of these housing units

are vacant, compared to a statewide vacancy rate of
14.2%. The remaining 14,907 units in Hoke County
are owner-occupied (75.3%) and renter-occupied
(24.7%),'¢ while the statewide rates for owner-
occupied units and renter-occupied units are 59.6%
and 27.9% respectively (Figure 9).

Figure 9. Housing occupancy by type in Hoke County in 2007,
compared with the statewide average

100% -

Owner
! Occupled

50%

Vacant

Renter
Occupied

Hoke North
County Carolina

b. For-Sale H@usihg

Because complete information on all of Hoke
County’s “for-sale” housing is not available, the
following analysis combines figures for existing

and newly constructed single-family homes. The
average sales price of a single-family home grew from
$96,769 in 2002 to $141,281 in 2006, which indicates
an average annual increase of 9.2%. Through
October, 2007, the average sales price was $148,928,
an increase of 5.4% over 2006."7

Home sale prices have continued to appreciate despite
the decline in prices nationally and in the South.

A total of 3,914 single-family units were sold in Hoke ,

County between 2002 and 2006, an average of 783
units annually. A total of 655 units were sold through
October of 2007. Three-bedroom units, which
comprised 85.2% of all units sold, took an average

of 167 days to sell. Overall there is an eleven-month
inventory of homes on the market, compared to a
national inventory of approximately nine months for
existing homes and slightly less than ten months for
new homes. As of October 2007, the locally available
inventory of all homes (both existing and newly
constructed) included 549 three-bedroom units having
an average price of $157,009.

Factors to consider when determining whether the
typical homebuyer can qualify for a mortgage on a
typical Hoke County home include:'®

» The median price for a typical three-bedroom,
two-bathroom new home that contains
approximately 1,400 square feet is $150,923

* A minimum down payment of 5% of the
purchase price is required.

» Mortgage principal and interest cannot exceed
28% of the median monthly income.

» The prevailing mortgage interest rate is assumed
to be 6.5%. ’

17. The Median sales price of a three bedroom unit, including both
existing and new construction. Data provided by the Fayetteville
Association of REALTORS, Inc., Debbie McFayden, e-Pro MLS
Director 2412 Raeford Road Fayetteville, N.C. 28305 (910) 323-
1421 dmcfaydn@fayettevillencmls.com

18. According to the Ft Bragg Community Impact Assessment
(page 17), 71% of the military famities coming into the area will be

pay grades E3 through E5 and 10% will be pay grades O1 through

03
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Affordability analyses are commonly based on

index values. An index value of 100 means that a
homebuyer has exactly enough income to qualify for
a mortgage on a typical, median-priced new home.
An index value above 100 signifies that a homebuyer
earning the median income has more than enough
income to qualify for a mortgage loan on a median-
priced new home. For example, an affordability index
of 120.0 means that a homebuyer has 120% of the
income necessary to qualify for a loan covering 95%
of a median-priced, new single-family home.

Single active-duty military personnel have
affordability indices ranging from eighty-one for a
junior enlisted (E2) to 271 for a company grade office
(05). This suggests that the typical three-bedroom,
two-bathroom new home would be affordable for
junior enlisted personnel, except for E2s.

Issuance of single-family housing permits rose
between 2003 and 2006, with 686 permits being
issued in 2006. An additional 521 single-family
permits were issued in 2007. Permitting activity will
likely continue to decline as the existing inventory of
new homes is reduced.

¢, Rental Housing

The price of rental housing typically averages from
$510 a month for a one-bedroom, one-bath unit to
$773 a month for a three-bedroom, two-bath unit,
Construction of multi-family properties has halted
since 2003 as no multi-family housing permits have
been secured since that time.

In general, incoming military families within the E2
pay grade and civilian families earning at or below
84% of the median income may have trouble finding
affordable housing in Hoke County, and may have
some difficulty obtaining sufficient cash to pay
closing costs on a home. However, military families
in all other pay gra{des and civilian families with
higher incomes should be able to find homies and pay
closing costs.

Rental affordability depends on both affordable
monthly rent rates and the availability of units having
such rates. Under U.S. Department of Housing and
Urban Development (HUD) guidelines, a family
should spend no more than 30% of its income on rent
and utilities. To assess the affordability of housing for .
military personnel, military income is defined as base

Table 5. Rental Affordability for Military Families in Hoke County

Two Person Household
Rank E2 E6 w2 w4 03 05
Annual Income $31,377 | $51,322 | $68,454 | $91,588 |$71,553 | $105,225
Monthly Housing Expense @
30% of Annual Income $784 $1,283 | $1,711 $2,290 | $1,789 $2,631
Fair Market Rent (1-bedroom) | $510 $510 $510 $510 $510 $510
Affordability Gap ] $274 $773 $1,201 $1,780 $1,279 $2,121
Fair Market Rent (2-bedroom) | $565 $565 $565 $565 $565 $565
Affordability Gap $219 $718 $1,146 $1,725 $1,224 $2066
Three- and Four-Person
Household
Rank E2 E6 W2 W4 03 05
Annual Income $31,377 | $51,322 $68,454 $91,588 | $71,553 $105,225
Monthly Housing Expense @ '
30% of Annual Income $784 $1,283 | $1,711 $2,290 | $1,789 $2,631
Fair Market Rent (2-bedroom) | $565 | $565 | $565 | $565 | $565 $565
Affordability Gap $219 $718 $1,146 $1,725 $1,224 $2,066
Fair Market Rent (3-bedroom) $773 $773 $773 $773 $773 $773
Affordability Gap $11 $510 $938 $1,517 | $1,016 $1,858
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pay, subsistence allowance, and housing allowance.
Representative pay grades at the lowest number

of service years are used when determining the
floor necessary to achieve affordability for military
families.

HUD defines a Fair Market Rent as the average rent in
the county, by unit size. Table 5 provides an analysis
of the ability of military families at various military
income levels to pay the fair market rent.

The current Fair Market Rents in Hoke County are
affordable to all pay grades.

2. Future Conditions

a. Anticipated For-Sale Housing Need

The future need for for-sale homes to accommodate
the normal growth and the expected military growth
in the County can be estimated by using population
projections and dividing the population growth

by the average household size. The percentage

of homeowner households is applied to the total
households to determine the need for housing.

Table 6 shows 3,091 for-sale units will be needed to
house the total growth expected from 2007 through

2013. The majority of these units (2,395) will be
needed for the population associated with normal
growth, and thus would have been needed even
without the base expansion; the remainder (695) is
due to military-related growth. Given the existing
inventory of for-sale homes in the County, it is
expected that most of this need will be addressed
through the sale of-homes already on the market. It
should be noted that this is an estimate of homebuyer
requirements and should be relied upon only as a
guideline.

Rapid growth has occurred in Hoke County in recent
years. Appendix A highlights the development that is
planned for the County.

b. Anticipated Rental Housing Need

Similar to the for-sale homes, the future need for
rental homes to accommodate the normal growth
and the expected military growth in the County

can be estimated by using population projections
and dividing the population growth by the average
household size. The percentage of renter households
is applied to the total households to determine the
need for housing.

Table 7 shows 1,014 for-rent units will be needed to
house the total growth expected from 2007 through

Table 6. Needs Analysis of For-Sale Housing Units in Hoke County

200?‘“ 2008 2009 2010 2011 2012 2013
Population
Normal Growth 43,865 45,545 47,158 48,5625 49,970 51,420 52,868
Expected Growth 1,129 2,016 2,464 2,570 3,010 . 3,393 3,742
Total 44,994 47,561 49,622 51,095 52,980 54,813 56,610
Total Households
‘Normal Growth 15,500 16,094 16,664 17,147 17,857 18,170 18,681
Expected Growth 399 712 871 908 1,064 1,199 1,322
Total 15,899 16,806 17,5634 18,055 18,721 A 19,369 20,004
Homeowner Households ’
‘Normal Growth 1,672 | 12,119 | 12,548 | 12,911 | 13296 | 13682 | 14,067
Expected Growth 300 536 656 684 801 903 996
Total 11,972 12,655 13,203 13,595 14,097 14,585 15,063
For-Sale Housing Units )
'Normal Growth - 447 429 364 384 386 385 2,395
Expected Growth -~ é36 119 7 28 117 102 93 695
:Total - 683 548 392 502 488 478 3,091
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2013. The majority of these units (786) will be needed
for the population associated with normal growth, and
thus would have been needed even without the base
expansion; the remainder (228) is due to military-
related growth. It should be noted that this is an
estimate of renter requirements and should be relied
upon only as a guideline.

3. Gaps

There are several housing-related challenges that
continue to face the region and the county, The
inventory of for-sale properties remains high, credit
standards are tightening, availability of future
affordable rental housing is unclear, and green
building efforts require additional emphasis. These
gaps are discussed in this section.

The number of homes listed for sale has recently
declined in many markets throughout the counttry.
One factor contributing to reduced inventories is that
potential sellers are not listing their homes because
they do not want to compete with builders and banks
that have been cutting prices in order to reduce their
inventories of new or foreclosed homes. Although

the supply of for-sale housing is no longer rapidly
increasing, the inventories remain abundant. Until the

for-sale inventories return to a six month supply, local
marketing efforts should continue and those interested
in constructing additional new for-sale housing should
be cautious.

Credit standards have been getting tighter all year,
reducing the number of people who qualify for
loans. However, many potential homebuyers can still
qualify for a loan. Qualified borrowers should have
little difficulty finding conforming and FHA-insured
mortgages. Given the present “buyer’s housing
market”, it may be time to accelerate homebuyer
financing and counseling efforts. Of course, the
continued increase in foreclosures nationally should
give caution to any agency considering such an
initiative. Many families may not be ready to
purchase a home. The number one barrier to buying
a home is poor credit. In addition, some families
simply cannot afford a down payment. Buyer
investment in the home is important for the long-
term sustainability of home ownership. For those
families that are ready, homebuyer education and
counseling that provides both pre-purchase and post-
purchase counseling is essential. Such counseling
and education will promote awareness of the home-
buying process, educate homebuyers on financing
alternatives, and provide information necessary to

Table 7. The Anticipated Need for Rental Housing Units in Hoke County

2007 2008 | 2009 | 2010 | 2011 | 2012 | 2013
Population .
Normal Growth 43865 | 45545 | 47,158 | 48525 | 49,970 | 51,420 | 52,868
Expected Growth 1129 | 2016 | 2464 | 2570 | 3010 | 3393 | 3742
Total 44,994 | 47,561 | 49,622 | 51,095 | 52980 | 54,813 | 56,610
Total Households
Normal Growth 15500 | 16,094 | 16,664 | 17,147 | 17,657 | 18170 | 18,681
Expected Growth 399 712 871 908 1,064 | 1,199 | 1322
Total 15,899 | 16,806 | 17,534 | 18,055 | 18721 | 19,369 | 20,004
Renter Households ’ |
Normal Growth 3829 | .3975 | 4116 | 4235 | 4361 | 4488 | 4614 }
Expected Growth 99 176 215 | 224 263 296 327
Total 3927 | 4151 | 4331 | 4460 | 4624 | 4784 | 4,941
For-Rent Housing Units 4
Normal Growth —- | 147 141 119 126 127 126 786
Expected Growth - 77 39 9 38 33 30 228
Total - 224 180 129 165 160 157 | 1,014
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sustain homeownership——information, for example,
on home maintenance and budgeting.

Green building is another consideration. Green
building is “the practice of creating structures and
using processes that are environmentally responsible
and resource-efficient throughout a building’s life-
cycle from siting to design, construction, operation,
maintenance, renovation and deconstruction”?,
Green buildings reduce the overall impact of the
built environment on human health and the natural
environment by more efficiently using energy and
other natural resources and reducing waste, pollution,
etc. As mentioned, caution should be exercised in
the construction of new housing, particularly for-
sale housing. However, when new construction

or rehabilitation is needed the integration of green
building standards is encouraged.

The availability of affordable rental housing for lower
income households is essential to the success of local
community and economic development efforts. To
date, fair market rents have been affordable to the
majority of households in the county. Recent trends
suggest that the rental housing market is tightening.
More families are opting to rent instead of buy a
home and more lower-income households are moving
to the area. The rental market should continue to be
assessed to ensure that new rental developments not
only provide market-rate housing, but also provide

affordable opportunities for lower-income households.

E. Water, Wastewater, and Solid Waste

The projected population increase to Hoke County
as a result of the military-related growth is
approximately 3,742 people. This could translate
into an additional peak water and sewer demand
of approximately 600,000 gallons per day. Likely
able to meet the additional demand with respect 1o
water supply, any additional sewer capacity will
only aggravate the county s sewer capacity struggles.
Hoke County is largely without municipal sewer, a
severely limiting factor in the growth of the county.
The county has very recently commissioned a study
lo construct a sewer plant in the eastern portion

19. U.S. Environmental Protection Agency (http://iwww.epa.gov/
greenbuilding/pubs/about.htm)

of the Hoke County, However, planning for this
profect has thus far not included new demands fiom
growth at Fort Bragg. Meeting projected demand

Jor normal growth through 2030 will cost the County

approximately §11.3 million for water and $11.7
million for wastewater; the military-related growth
will cost an additional $2.8 million for water and $5.6
million for wastewuter.

1. Current Conditions

a. Water /

Hoke County: Hoke County runs its own public
water system. Hoke County obtains its water from
groundwater as well as purchases from Fayetteville
PWC, N.C. Department of Corrections, and Robeson
County. The County obtains its groundwater from
deep wells; the system has fourteen wells with a
total twelve-hour yield of 2.72 million gallons per
day (MGD). Hoke County also has an emergency
connection with Raeford. The system has a finished
water storage capacity of 2.3 MG. The system

has approximately 307 miles of water distribution
lines. The County’s water system has a population
of 13,680. The average daily demand is was 0.640
MGD. Additional demands on the water system would
likely be met by construction of additional wells,
although the effort is unfunded at this time.

City of Raeford: The City of Raeford, located in the

center of Hoke County, runs its own public water

system. Raeford is within the Lumber River Basin. |
Raeford obtains its water from groundwater deep |
wells; the system has seventeen wells with a total
twelve-hour yield of 2.147 MGD and a central ground
water treatment plant with a 3.00 MGD capacity. -
Raeford also has an emergency connection with Hoke
County. The system has a finished water storage
capacity of 1.8 MG, and approximately 40 miles of
water distribution lines. The Raeford water system
has a population of 2,300. The average daily demand
is 1.57 MGD. Total water use was divided as follows:
85% residential, 14% commercial, 0.5% industrial
and 0.5% institutional.
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b. Wastewster

Hoke County: Hoke County currently does not have
a wastewater system and relies on limited capacities
from the City of Raeford and PWC, a total of about
1.0 MGD. This limitation has severely limited the
growth of the County. The County is currently
pursuing plans for design and construction of a
wastewater treatment plant to serve the existing
populations in eastern Hoke County. To this end,

the County has submitted a request for speculative
effluent limits for a new regional wastewater
treatment plant on Rockfish Creek at Puppy Creek at
9.2 MGD. If this request is approved, the first phase
of the plant would be designed and constructed with a
capacity in the range of 2.0 to 5.0 MGD. The specific
capacity would be based on what, if any, amount

of flow is sent from the City of Raeford to the new
facility. The regional facility could accommodate
flows from the City of Raeford during a later phase,
but the County is hopeful that Raeford will be a part
of the initial phase due to the economics of scale that
could be realized. Hoke County is now engaged in a
study of the proposed discharges to the creek in order
to satisfy NCDENR such that discharge limits can be
established. Depending on State approval, funding,
and other issues, Hoke County hopes to fast-track this
process, aiming for completion of the plant and first
phase of outfalls within approximately four years.

City of Raeford: The City of Raeford has a
wastewater treatment plant with a permitted

capacity of 3.00 MGD, with current demands almost
at capacity. The City supplies the County with
0.50MGD. The plant discharges into Rockfish Creek.
The City is currently in discussion with Hoke County
regarding the planning and design of a new County
regional wastewater treatment plant, as described
above. '

¢. Solid Waste

There are two governments with solid waste
management programs in Hoke County including,
the County and the Town of Raeford. Hoke County
operates five staffed convenience centers for the
collection of residential waste and recyclables. The
County transfers waste collected at each convenience
center to the Hoke County Transfer Station in
Raeford. Each of the County convenience centers is

fenced for security and is equipped with a stationary
compactor for residential waste to limit the number
of trips for transfer vehicles. Raeford offers twice
weekly residential rear-yard waste collection

using Town staff. The town, which also provides
commercial collection services, implemented a pay-
as-you-throw (PAYT) program for commercial waste
in early 2007. This program, which was partially
enable by a grant from the North Carolina Division of
Pollution Prevention and Environmental Assistance
(DPPEA) involves:;

» Commercial dumpsters with locking lids to
prevent abuse by non-commercial customers;

» An electronic scale system on hauling vehicles;
and

» The installation of radio-frequency tags on
dumpsters to facilitate automatic billing.

Waste collected in Hoke County is primarily taken to
the Hoke County Transfer Station in Raeford, which
is owned and operated by the County under State
Permit No. 47-02T. In FY 2005-06, 28,896 tons of
waste were handled at the transfer station.

Recycling: Recycling is provided by Hoke County at
each of its convenience centers. Raeford also has one
staffed convenience center for recyclables. Harnett
County does allow residents of Raeford to use its

convenience centers for the drop-off of recyclables.

Raeford also provides commercial collection

of newsprint and cardboard. As part of the
implementation of the Town’s pay-as-you-throw
program for commercial waste, ten new cardboard
recycling bins were deployed, bringing the Town’s
total to forty-two.

Special Waste Management. Hoke County collects
used oil, lead acid batteries, tires, and pesticide
containers. Raeford does not currently provide
collection of special wastes.

Yard Waste Handling: Yard wastes in Hoke County
are collected and disposed of at the County’s land
clearing and inert debris (LCID) landfill in Raeford.
Raeford provides curbside collection of yard waste.
This waste is mulched/composted at the Town’s site.

Fort Braog Reglonal Growh Plan 21




Hoko County

Solid Waste Disposal: Municipal solid waste collected
at the Hoke County Transfer Station is hauled by
contract with Republic Services to the Uwharrie
Regional Landfill facility in Mt. Gilead (State Permit
No. 62-04). The County’s contracts for hauling and
disposal will expire in April 2009. Hoke County
currently charges a $48/ton tipping fee at its transfer
station.

2. Future Needs

a. Water and Sewer

The County is actively engaged in developing a plan
to address current and future sewer needs, which

it considers to be a priority. Hoke County already
has commitments from various developers that will
exceed its current sewer treatment capacity. The
County’s growth potential could justify a 5.0 MGD
plant in the next few years. Should the efforts
described above be thwarted by regulatory or other
reasons, the County has four options with respect to
sewer treatment:

* Re-open negotiations for capacity from PWC.
Those negotiations are stalled at this point.

* Negotiate for capacity from Raeford. However,
the N.C. Department of Environment and
Natural Resources has said that it will place a
5.0 MGD total limit on the discharge; this is
not satisfactory to Hoke County because the 2.0
MGD that the County would net from this limit
is very likely not enough to make it worthwhile,
and other provisions would need to be made.

* A former textile mill in Wagram, located in
Scotland County, had a treatment plant. It may
be possible to rehab that plant and get the permit
current. Hoke County has explored this option to
some extent in its current study. This plant had
considerable capacity; it is likely that an increase
in permitted capacity could be obtained because
the plant discharged to the Lumber River and
would have more natural stream flow to mix with
the treated discharge. The obvious concern if
this turned out to be a pursued option, would be
the cost of getting the wastewater to this plant
location as it’s about 16 miles, as the crow flies,
from eastern Hoke County to Wagram.

» The final option would be to treat the wastewater

and spray irrigate the effluent. The county would
not likely realize the capacity they are hoping

for under this option, but they could likely get

a few MGD out of this. The land requirements
are approximately 150 acres per 1 MGD. The
effluent would require minimal treatment
(primary and secondary lagoons) before it was
sprayed, and could be sprayed on fescue or other
hay to be harvested several times a year.

With respect to water, Hoke County is in the process
of moving forward with Phase Five of its Regional
Water System expansion program. Water supply
improvements for the urban service area are needed
immediately to meet current demand. The estimated
project cost of $10.5 million dollars is divided
between supply, treatment, storage, distribution
expansion and upgrades. The design phase for the
water projects is nearing completion, with plans

to move forward with construction in the 2008/09
fiscal year. Current plans call for long term U.S.
Department of Agriculture financing, which will
impact the amount of debt the County may be able
to incur for the regional waste water treatment and
collection project discussed above.

b. Solid Waste

The state measures changes in waste-disposal rates by
comparing the current year’s per capita waste disposal
rate to fiscal year 91-92’s per capita rate—which is
considered the base rate. (Per capita disposal rates are
calculated by dividing the total tonnage of disposed
waste by the number of users served.) Negative
numbers indicate a decrease in the per capita disposal
rate; positive numbers indicate an increase. Waste
reduction is a change from the base year, not a change
from year to year. The state per capita disposal rate

is 1.34 tons per person per year, an increase of 25%
from the FY 91-92 base year.

Despite the addition of a few new curbside programs
in the state, the overall number of municipal curbside
recycling programs has declined in recent years. The
recycling industry has evolved dramatically in the
past fifteen years and, unless small and mid-sized
municipal governments update their programs to
reflect the current state of the industry, it is likely that
the trend towards fewer curbside recycling programs
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will continue. In a properly developed program,

each household could potentially generate up to

750 pounds of recyclables per year. North Carolina
households are contributing only about 240 pounds of
recycling per year to their local recovery programs. It
is very clear that improving the breadth of program
collection and increasing participation are keys to
improving recovery.?

é,@apg

Meeting projected demand without considerations
for the military-related growth through 2030 will
cost the County approximately $11.3 million for
water and $11.7 million for sewer.” The population
increase in Hoke County as a result of military growth
is projected to be about 3,742 in 2013. This could
translate into an additional design water and sewer
demand of approximately .56 MGD, resulting in an
additional capital requirement of $2.8 million for
water and $5.6 million for sewer. These estimates are
based on an assumed cost of $5 per gallon for water
and $10 per gallon for sewer. The actual cost of

this infrastructure will be dependent on a number of
variables, including the specific configuration of each
plant; therefore, these estimates should be considered
as approximate and should be used only to provide a
rough idea of future budget requirements,

Maintaining safe drinking water and environmentally
sound sewer services is one of the most important
responsibilities of any local government. As it
becomes increasingly expensive to provide water

and sewer services, local governments will need to
balance their obligation to provide these fundamental
services at affordable prices against the equally
compelling need to manage their programs in a
financially sustainable manner. While there are many
financial and revenue strategies that are designed with
local conditions and objectives in mind, managing
water and sewer services inevitably involves asking
customers to pay more for the services. Leaders
should never forget that the failure to sufficiently

20. North Carolina Solid Waste Management Annual Report July 1,
2006 — June 30, 2007. .

21. Water, Sewer and Stormwater Capital Needs 2030, N.C. Rural
Center

fund these services will inevitably expose their
communities to health and environmental hazards.

This section describes major financing alternatives
available to local governments including bonds, grant
and loans, local rates, tap and impact fees, and special
assessments.

General Obligation Bonds. Private market lenders,
who are the primary source of water and sewer
financing, account for 70% of the total financing
for such projects. Because of low bond ratings,
approximately 60% of the state’s local governments
cannot qualify for most infrastructure lending
programs. Cumberland County and the City of
Fayetteville, however, have solid ratings. They
also have considerably more conservative general-
obligation debt ratios (ratios, that is, that are
calculated by comparing the governmental entity’s
total indebtedness with its appraised property
valuation and its population) (Table 8).22

Revenue Bonds and Installment Financing. Revenue
bonds can be offered publicly with a typical 25-year
term. The debt is secured by the net revenues of the
project and no voter approval is required. However,
specific financial tests must be met and specific
covenants are required. Alternatively, installment
financing can be provided without voter approval with
a typical 20-year term. The security for installment
financing is a pledge to appropriate funding for debt
service and a lien on the financed asset. However,
there are challenges putting liens on utility assets®.

Grants and Loans. The federal role in financing
water and wastewater projects has declined in recent
years. The U.S. Environmental Protection Agency
(EPA) and the U.S. Department of Agriculture
(USDA) have significantly reduced the number

of grant funds available for water and sewer
improvements.” Nonetheless, several sources of

22. Analysis of Debt at 6-30-2007. Department of State Treasurer,
Division of State and Local Government Finance.

23. Presentation entitled “Utility Financing Alternatives and The
Financing Team” by Rebecca B. Joyner, Attorney with Parker Poe
Adams & Bernstein, LLP. January 22, 2008.

24. N.C. Rural Economic Development Center, Water 2030
Executive Summary.
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Table 8. Analysis of General Obligation Debt*

Ratings Ratio of Total Generall Obligation
) Debt
Moody’s 3&P Property Per Capita ($)
Valuation (%)
Hoke County A2 BBB+ 1.337 (avg.) 624 (avg.)
Counties (25,000 — 49,999 pop.) Na Na 0.764 (avg.) 794 (avg.)
City of Raeford A3 A 0.147 (avg.) 113 (avg.)

*Total Outstanding general obligation debt, authorized and un-issued general obligation debt and Instaliment
purchase (excluding all enterprise debt) ’

potential financing for water and wastewater projects
remain, particularly at the state level. The following
agencies have grant and/or loan programs available.

* Appalachian Regional Commission

* Economic Development Administration, U.S.
Department of Commerce

» U.S. Department of Agriculture

* N.C. Department of Environment and Natural
Resources, Division of Water Quality

* N.C. Department of Environment and Natural
Resources, Public Water Supply Section

* N.C. Department of Commerce, Division of
Community Assistance

* N.C. Department of Commerce, Commerce
Finance Center

» N.C. Clean Water Management Trust Fund
» N.C. Rural Economic Development Center

Tap Fees, Impact Fees, and Special Assessments.

In general, utilities charge three types of fees in
North Carolina: tap fees, impact fees, and special
assessments. Tap fees are designed to recover all

or a portion of the cost (materials and labor) of
water or sewer service line installation; impact fees
are associated with system-capacity development.
Because individual utilities have great flexibility in
setting tap and impact fees, these fees can vary widely
from one locale to another. Special assessments,

on the other hand, are strictly defined in the NC
General Statues and may only be assessed by utilities
(municipalities, counties, and authorities) under
specific circumstances defined by the authorizing
statute (§162A-216, §153A-185 and §162A-6,
respectively).?®

25. One-time Fees for Residential Water and Sewer Connections in
North Carolina. A publication of the Environmental Finance Center
at the University of North Carolina at Chapel Hill, Report by: Andrew

There is expected to be some impact to the County
and Raeford’s solid waste programs from the military-
related growth. However, it is likely that these
impacts can be handled by existing facilities and
practices. Nonetheless, the County’s recent recycling
efforts should be applauded and other jurisdictions
should consider implementing additional recycling
programs. Available funding includes:

» Community Waste Reduction and Recycling
Grants are a standard annual grant cycle that
the State Division of Pollution Prevention and
Environmental Assistance (DPPEA) offers
to local government and non-profit recycling
programs to expand and improve community
recycling efforts,

» Business Recycling Grants, also offered by
DPPEA, are designed to help businesses afford
or leverage a critical capital expenditure and
thereby expand their material-handling capacity.
These expansions, in turn, translate into new
market opportunities for local government
recycling programs and for waste generators of
all kinds.

 The State’s Recycle Guys and RE3 Outreach
Campaigns increase public participation in
recycling,

In addition to the above opportunities, North Carolina
offers a tax exemption on equipment and facilities
used exclusively for recycling and resource recovery.
The tax program also includes special tax treatment
for the corporate state income tax and the franchise
tax on domestic and foreign corporations. The N.C.
Division of Waste Management administers the Tax
Certification Program,

Westbrook, wesibrok@isog. unc.edu, 3/27/06.
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4, Recommended Actions

Critical Action 1: Expand sewer capacity in the County by pursuing
development of a new treatment facility

Description: Hoke County currently does not have a wastewater system and
relies on limited capacities from the City of Raeford and PWC, a total of about
1.0 MGD. This limitation has severely limited the growth of the County. The
County is currently pursuing plans for design and construction of a wastewater
treatment plant to serve the existing populations in eastern Hoke County.
Depending on State approval, funding, and other issues, Hoke County hopes
to fast-track this process, aiming for completion of the plant and first phase

of outfalls within approximately four years. The rapid development of the
County and the lack of adequate sewage capacity has caused this action to be
critical.

Responsible Parties: Hoke County and City of Raeford staff, local elected
officials, state regulators, and other stakeholders should work collaboratively
to share best practices and implement new regional policies as necessary.

Important Action 2: Proactively plan water and sewer projects in
conjunction with development activities

Description: Because water and sewer services are such crucial components
of any community’s utility infrastructure, it is important that planning

for their construction and maintenance be done with the utmost care and
professionalism. The City of Fayetteville/Cumberland County 2030 Vision
Plan recommends several principles that planners in general and those in the
Fort Bragg region in particular should observe. General principles include:

» The placement of water and sewer lines should determine where
development is done, rather than the other way around.

* Development density should be determined by the availability of
infrastructure.

* Generally, infrastructure with excess capacity should be utilized
first before additional monies are spent to install and maintain new
infrastructure elsewhere.

* Adequate utilities infrastructure (water supply, sewage collection and
treatment capacity, stormwater management, etc.) must be in place before
the new development it serves is occupied.
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Responsible Parties: Municipal and county public works and planning
directors, local elected officials, and planning commissions should work
collaboratively to share best practices and implement new policies as
necessary. The BRAC Regional Task Force could facilitate such regional
collaboration. '

Important Action 3: Coordinate local water and wastewater
planning with the Fort Bragg Garrison '

Description: New infrastructure should not be placed in areas where it would
encourage development incompatible with the mission of the Fort Bragg/
Pope military complex. Fort Bragg should be included in all major local
infrastructure planning. This will be especially important as Fort Bragg and
surrounding local communities seek mutually beneficial opportunities to
enhance services.

Responsible Parties: Municipal and county public works and planning
directors, local elected officials, and planning commissions should work
collaboratively to share best practices and implement new policies as
necessary. The BRAC Regional Task Force could facilitate such regional
collaboration.

fmportant Action 4: Seek special funding from the Morth Carslina
Legislature for capital improvements

Description: As part of its effort to meet anticipated water and sewer capital
needs, the county should give its support to State of North Carolina legislation
that would address the utility needs of all the state’s BRAC-impacted
communities. This legislation would create a fund, to be administered by the
N.C. Rural Economic Development Center, designed to mitigate the critical
present and future water and sewer problems facing these communities.
Federal and local matching funds should also be pursued.

Responsible Parties: Local and state elected officials and the BRAC Regional

Task Force could work together to advocate the introduction and passage of
new legislation.

Fori Bragy Reslenal Growik Plan
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Important Action 4: Update financial plans for capital water and
sewer improvements

Description: The county and its municipalities should ensure that their
estimates regarding both the quantity and the condition of their physical

assets are up to date and accurate. It is important that local governments have
reliable estimates as to how many and what kind of new water and wastewater
facilities will be needed over the next five years. One set of estimates will
target those new water and wastewater facilities that are used to expand
capacity or address environmental health concerns. A separate set of estimates
will be needed for those assets used for rehabilitation or for the replacement of
existing infrastructure,

Careful consideration should be given to the identification of funding sources
and to determining what percentage of total funding will come from each
source (grants, debt, capital reserves, user rates, tap and impact fees, and
special assessments). Local Capital Improvement Plans should be updated as
necessary. '

Responsible Parties: Municipal and county managers and local elected
officials should work collaboratively to share best practices and identify
funding sources as necessary.

Fort Bragg Reglonal Growth Plan
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F. Information and Communication
Technology

1. Current Conditions

a. Current Access Status

Hoke County ranks second among Tier I counties
with respect to broadband Internet access.” Broadband
access is available for purchase at 90.15 % of
households in the county. While this figure compares
favorably with the statewide average access rate of
83.54%, it needs to be better. The 90.15% figure
includes cable and DSL-based access, as self-reported
by the provider companies. The ways that providers
define service coverage are not wholly reliable,
however, which means that the composite figure may
not reflect the actual percentage of households that
can obtain broadband access. For example, cable
companies designate service areas that are identified
by zip codes as “covered,” when in fact all locations
within a given zip code may not be served by the
cable companies.

There are other reasons why the 90.15% coverage
estimate should be questioned. The actual extent of
Internet availability for Hoke County is shown in
Figure 10. As this map indicates, access is not nearly
as ubiquitous as the high estimate suggests. There is a
sizable swath in southern Hoke County—at the border
with Robeson County—where broadband access falls
between 50 and 69 %.

Another factor that compromises existing access
coverage estimates is the significant overlap between
the areas served by cable-modem and those having
DSL-based services. Removing the cable-served
locations from the map shown in Figure 10 would not
significantly enlarge the portion of the county that
does not have adequate service. This means that in
Hoke County there may be significant overlap in areas
served by cable-modem and by DSL-based services.

Providers of ICT in Hoke County are listed in Tabie 9.

Figure 10. Average availibility of DSL service and location of videoconferencing sites in Hoke County

Videoconferencing Sites

NCIH Sites (Universities
and High Schools

& Armories

DSL Availability (%)

.} 3-mile DSL Range
7%/, Cable

5 miles
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Table 9. Providers of available Internet connections in Hoke County

Telcos Embarq and Windstream

Satellite Hoke County customers with a clear view of the southern sky have access to Direcway & Starband
high-speed Internet Service. )

Wireless No wireless high-speed Internet access providers in Hoke County have registered with the e-NC
Authority.

In addition to localized problems of inadequate
access, there is the more generalized issue of
inadequate speed and bandwidth. Broadband access
in Hoke County is largely accomplished through cable
modem and DSL-level access speeds. The speeds and
bandwidth supported by these types of technologies
will be increasingly inadequate as a growing number
of voice, data, and video applications use Internet
protocols (IP) for service delivery. Health, education,
and government sectors are just beginning to tap

the benefits of ICT-driven transformation, even as
new ICT technologies—such as Radio Frequency
Identification (RFID), wireless broadband, and voice
recognition— begin to drive new applications. The
result is that, as acceptable transmission speeds
ratchet up, broadband standards are rising,

b, Sector-Bpecific Connectivity Issues

Efforts already underway in Hoke County highlight
the need to make ICT and universal broadband
access a cornerstone of the county’s economic and
community development plans. These efforts are
described below.

Public Safety. Hoke County is working to fully

26. Acceptable transmission speeds are expected to rise from the
currently recommended minimum of 384 kbps to an anticipated
minimum need at home and at businesses for 1.5 mbps
symmetrical (up and down). (FCC Order on Broadband, issued
March 19, 2008)

equip all its public safety and emergency response
personnel to be part of the Voice Interoperability Plan
for Emergency Responders (VIPER) first-responder
communication network. Partial implementation of
this network, which is managed by the State Highway
Patrol,”” has been funded through grants made to
North Carolina by the U.S. Homeland Security
Agency. A combination of local and federal funds

is expected to cover the costs of fully implementing
this program. At present, the county’s single VIPER
transmission tower, sited at McCain, is on the air and
operational. An additional 244 radios costing a total
of $793,000 are needed to complete the Hoke VIPER
network. Table 10 below indicates the number of
radios required by specific sectors of Hoke County’s
first responders.

Education. The Hoke County school system, like
school systems nationwide, is facing difficult
challenges arising from increased student populations,
inadequate school infrastructure, increasing use

of technology in the development and delivery

of instructional content, and the need to support
“anytime, anywhere” instruction through distance-
learning programs. Hoke County already has a
rapidly growing demand for broadband Internet
access to support the educational and training needs

27. More information about the VIPER program is available at hitp://
www.ncerimecontrol.ora/index2. cfim?a=000001.001148

Table 10. Hoke County VIPER implementation status-Emergency radio requirement for Hoke County

Agency Number of
Radios
Law Enforcement (1 Per Sworn + 1 Per 1/3 Civilian not VIPER Compatible) 60
Fire Department not currently VIPER Compatible 168
Rescue Squad not currently VIPER Compatible 16
TOTAL Radios for Emergency Responders 244
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of students in K-12, professional development,

and training programs. Several existing statewide
initiatives will significantly improve the network
through which web-based resources are delivered
to the county’s schools.2® Access to these programs
will require the availability of robust, high-speed
connectivity and adequate video-conferencing
facilities.

K-12 Schools. Connectivity to all public schools

that are elements of the Hoke County Local
Education Agency (LEA) is fully funded by a
combination of federal e-Rate dollars and the

N.C. School Connectivity Initiative. Time Warner
Communications provides fiber-based service to

the LEA Central Office. A Wide-Area Network
(WAN) connects all schools in the system to the LEA
at speeds up to 100 Mbps. Through the LEA, all
schools are linked to the North Carolina Research and
Education Network (NCREN)-managed statewide
education network. This network links schools to

all of the state’s on-line education resources, to the
public Internet, and to the higher level Internet-2
research network. At this point, the County’s primary
responsibility for ensuring that schools have on-going
access to these resources consists of regular and
timely filing of its annual e-Rate application.

Hardware and Software: Establishing connectivity is
only one of the ICT issues facing public schools in
Hoke County. There is a continual need for upgrading
of the hardware and software that is required by

the BETA, Earn and Learn, Learn NC, and Impact
projects. Even End-of-the-Year testing requires up-
to-date computers and software. Schools cannot just
use donated or other outdated equipment and software

28. Web-based resources available to the county's schools

include distance-learning programs that originate with the

military and National Guard and are designed for their personnel;
implementation of the Business Education Technology Alliance
(BETA) study and state investment in regional education networks;
implementation of the N.C. School Connectivity Initiative to support
K-20 virtual-learning programs and the Initiative’s requirements for
the state’s schools and connectivity to the home; the N.C. School
of Science and Mathematics Distance- Learning courses; NC Wise;
AMDG; OSU; North Carolina Virtual Public Schools; the Learn and
Earn Initiative's requirement for online college courses; Two-plus-
Two programs that integrate community college curricula with
university degree programs; UNC-Greensboro iSchool courses; the
UNC Tomorrow program; and even the pioneering web academies.

but must make ICT equipment a fixture in their annual
budgets.

Impact of Connectivity on School Infrastructure: The
need for enhanced access affects other areas of county
school planning. Changes in the construction codes
for schools and other public-sector buildings are
required to ensure that these codes support the wiring
and HVAC needs for additional ICT equipment.
During a recent BRAC ICT focus group meeting,

for example, representatives of the region’s public
schools cited the lack of sufficient electrical outlets in
classrooms as a serious challenge to delivering web-
assisted instruction.

Impact of Connectivity on School Human-Resource
Needs: A shortage of skilled network-management
technicians may emerge as one of the most critical
impediments to meeting the demands of growth

in Hoke County and the region. Additional ICT
personnel at the professional and certificate levels
will be needed to support higher requirements for ICT
infrastructure in schools and other public settings.
Schools in the Fort Bragg region were surveyed
regarding the numbers and types of ICT support
personnel they employed. Results varied widely
and did not allow for a qualitative statement of the
actual levels of training or expertise achieved by the
ICT technicians in the various counties. The data are
none-the-less revealing and raise serious concerns.
Each ICT technician in Hoke County serves an
average of 2.4 schools, the lowest number among
the BRAC Tier I counties. A troubling result is the
finding that only one of the twelve technical service
personnel employed by Hoke County reported being
certified in the LAN/WAN technology that connects
each school—through the central office—to the
public Internet and state education networks. It is
clear that more and better certified technical-support
personnel are needed to manage the growing ICT
needs of Hoke County schools. This need for more
skilled technicians should be factored into plans

for expanding ICT-relevant programs and degree
offerings at the area’s community colleges and
universities.

Proximity to the tech-intensive Research Triangle
Park creates special challenges for the Fort Bragg
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region in terms of attracting and keeping highly
trained ICT personnel. Both instructors and graduates
of computer and network training programs are
frequently drawn to more lucrative employment
opportunities in the RTP region.

Higher Education/Adult Learning. Sandhills
Community College in Moore County has ICT-
related education and training programs that can help
prepare the skilled technicians and professionals
needed to meet the growing demand for ICT services
in the county and region. Training and educational
opportunities are augmented by strong programs at
Fayetteville Technical Community College and at
other colleges and universities in the region. The
issue is one of throughput—more graduates are
needed. Course offerings, degree programs, and the
administrative contacts for each of the county’s higher
education institutions are listed in the Appendix for
this chapter. Similar data for other institutions in the
region are available in the Appendix of the Regional
chapter of this report.

Infrastructure Issues: Videoconferencing facilities
efficiently deliver distance-education programs to
multiple students. Such facilities are particularly

" important in regions whete they serve to support the
increasing training needs of military and National
Guard personnel. The National Guard supports two
controlled-access networks (Guard Net IT and Guard
Net 132) with access at National Guard Armories in
Raeford. In addition, the National Guard is paying to
build computer labs at nearby Fayetteville Technical
Community College where Guard members can

take continuing education courses. The Guard’s
community-college-based facilities are also available
for use by civilians. Two addition N.C. Information
Highway sites at high schools make central and
southern Hoke County relatively well-equipped with
videoconference centers, as shown in Figure 10.
Northern Hoke is proximate to sites in Cumberland
County, but students and the public in the western
portion of the county do not have ready access to
facilities that support distance learning in a group
setting.

Government. Movement of government services to
an electronic platform (“e-government”) atlows for
cost-effective delivery, improved responsiveness, and
increased transparency. E-government is proving

to be particularly important in that it allows military
personnel to access local government services while
deployed. Military-related growth is expected to
significantly impact the demand for government
services.

Hoke County has made significant strides in
developing a website that is useful to citizens as well
as businesses. It has also developed useful links as
well as content relevant to newcomers and relocating
military personnel. Further enhancements are
recommended.

Hoke County’s e-government website has been
evaluated on the basis of content and usability against
best practice models in Havelock, NC (http:.//www,
cityofhavelogk.com/) and Northwest Florida (http://
www.welcometonorthwestflorida.com/index . htmD.
Results of the analysis are summarized in Table 11.
Note that the absence of a newcomer’s guide and

links to properties for sale detract significantly from
the usefulness of the site to incoming residents and
businesses.

While smaller towns and communities would benefit
from having an attractive website populated with
current content, most of them lack the means to
develop and maintain such a site. In this regard, Hoke
might consider following the example of Montgomery
County. Montgomery provides and maintains a
common template that its smaller municipalities

can populate with current information. In so doing,
Montgomery enhances its ICT services and supports
balanced growth across the county.

A shortage of skilled network management
technicians may emerge as one of the most critical
impediments to meeting growth demands in Hoke
County and the region. Additional ICT personnel

at the professional and certificate level will be
needed to support the growing number of web-based
government services.

Info-engineer its website to best-practice status |
for delivering to private and corporate citizens

information and government services, and extend to

municipalities in the county the electronic platforms,

hosting services and training needed to make Hoke an

e-county of e-communities.

Fori Bragg feulonal Srowih Plan 81



Hoke Goualy

Table 11. Hoke County Website Analysis

Website Address www.hokecounty.org
Preliminary Questions ‘ Observations
”Links to Local Government? YES “
Links to BRAC-RTF? " NO
General ltems Observations

Website Appearance Historical renderings on homepage not necessarily representative of 21st-
century thinking

Usability Not very intuitive or easy to navigate ‘

Site Structure Always necessary to go back to home page to access additional pages

Audio/Visual Capabilities | NONE

External Web links

Links to local, state, and federal information

Contact Information

Need contact information on every page

Employee Directory

E-mail directory of county employees .

Calendar

Scheduled events displayed, but no community calendar

Searchable Databases

Search and retrieve Register of Deeds information

Forms, Applications, & Permits NONE

Scheduling System NONE

Transactional Capabilities

Online utility payments

BRAC Information

Links to Fort Bragg and Pope AFB, but no specific mention of BRAC

GIS GIS/Property Tax information

Newcomer's Guide

Newcomer's Guide

Listing of Property for Sale ” NONE

Tax Information

Tax information

‘Employment Opportunities Downloadable employment application
Library Link Link to library website

Website's Capacity to Facilitate Citizen NONE

Involvement

Feedback Form

Feedback Form

Alert Mechanisms NONE
Translation of Content NONE
Intranet NONE
Content Copyright Copyright protection where applicable

Frequency of Updates

to find

Does not have a last updated date and webmaster contact information is hard

2. Future Needs

Information and communication technologies
(ICT), especially those supporting high-speed
broadband Internet use, are increasingly critical to
local, state, and national economic and community
development—with real and measurable impacts in
employment, the number of businesses overall, and
the number of businesses in ICT-intensive sectors.
ICT is particularly important in Hoke County, as it

adapts to changes caused by military-related growth.
Many of the military personnel being transferred

to Fort Bragg are technologically adept and will
expect to have immediate and sophisticated access

to ICT functions such as e-government, e-learning,
e-health, and e-commerce. If they are to establish an
immediate professional and personal connection with
the community, these personnel will need access to

a high-speed, broadband Internet connection, both
on- and off-base. As bandwidth needs increase for
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base operations, new applications will continue to be
developed and these will create further connectivity
challenges for the region.

As part of its overall effort to support the incoming
FORSCOM and US Army Reserve Command
(USARC), and to sustain the incumbent military
units as a vital economic engine for the region, Hoke
County would greatly benefit from upgrading its
telecommunications capacity. The county’s ability to
attract and support a diverse and growing economy
beyond the military will also be inextricably tied

to the quality, speed, and ubiquity of high-speed
broadband Internet connectivity. The level of
broadband access that will be needed to accommodate
the area’s military-related growth is suggested by

the results of a November, 2007, survey conducted
among FORSCOM personnel in the Atlanta region.
Ninety-seven percent of the respondents have and use
broadband access at home. This percentage is higher
than the percentage of home Internet connections
available in Hoke County. Sixty-one percent of the
FORSCOM personnel use DSL to access the Internet,
36% use cable, and less than 4% rely on dial-up
modem connections. As shown in Table 12, the
survey respondents and their families use the Internet
at home for a wide range of tasks. It is highly likely,
therefore, that the influx of FORSCOM personnel
will increase the demand for high-quality broadband
availability and web-based services in Hoke County.

Table 12. Routine uses of the Internet at home by FORSCOM

personnel and their families

Check mail 98%
Educational (research, course, or Army on-line

training) 52%
General Information searches (news, weather,

sports) : 86%
Work, professional.information searches

(government, business) 72%
Pay utility bills 74%
Pay taxes 33%
Search for medical information 73%
Do job-related tasks 43%
Search fo‘f"jﬂc‘ers 47%
kC;ommercial activities (shop, pay bills, etc.) 83%
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3. Recommendead Actions

fmportant Action I Impreve ICT infrastructure throughout the
county to have high-speed aceess available at 95% of households

Description: Updated and new network technology needs to be implemented
in underserved areas of the county to make high-speed access (defined as >200
kilobits per second) available to 95% of households.

Responsible Parties: A partnership of public (federal, state and local) and
private (corporate and foundation) organizations.

Critical Action 2: Fully equip public safety and emergency personnel
to participate in Morth Caroclina’s VIPER first-responder network

Description: The Voice Interoperability Plan for Emergency Responders
(VIPER) System being implemented by the NC Highway Patrol will enable
public safety officials at all levels to communicate directly with one another
over a secure and reliable network without having to relay messages through

a communications center. The importance of this capability in times of
emergency is increasing as the influx of military personnel into the region
significantly raises the threat profile of the region. Hoke can reach compliance
with the new VIPER standard with the purchase of 244 communications
radios. :

Responsible Parties: Local, state, and federal government partnering to fully
implement and equip the network. A request for federal support to equip the
Fort Bragg region has been developed by the e-NC Authority for the BRAC
Regional Task Force; prospects for federal funding are not certain at this time.

important Action 3: Participate in formation of Regional K-20
Education Connectivity Task Force and Planning Group

Description: Strong potential exists to achieve greater returns on investment
by utilizing regional strategies for developing and supporting the K-20
school connectivity infrastructure, by sponsoring professional development
opportunities in instructional technology, and by increasing throughput of
certified and trained network and communications specialists from higher-
education and technical training programs in the region.

Responsible Parties: Leaders from County government, and education

leaders from public and private schools K-16 in the Fort Bragg region, in
collaboration with state BETA and e-learning commission.

Fori Brage Booional Grovth Plan
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Iimportant Action 4; Make connectivity a strategic focus for the
county and a springboard for regional planning and economic and
community development efforts

Description: Hoke County should partner with counties in the region to
develop a regional ICT Council comprised of a Chief Information/Technology
Officer from each county in the Fort Bragg region to guide development

and use of connectivity. Outcomes will include collaborative learning,

cost efficiencies realized through joint purchasing agreements and regional
software licenses, and more competitive bids for federal and state program
support.

Responsible Parties: CIO/CTOs for each county and Fort Bragg

Important Action 5: Champlon effort to define and establish a
BRAC Regional Health ICT Networl

Description: Hoke County should work with the N.C. Telemedicine
Network to extend to the Fort Bragg region efforts funded by the Federal
Communications Commission to enhance connectivity and should champion
their use by appropriate health and medical institutions, including the public
health department and public and private health clinics. '

Responsible Parties: County government and health leaders in collaboration
with the N.C. Telemedicine Network, the e-NC Authority, and NCHICA

Important Action 6: Establish Hoke County as a best-practice
e~government model

Description: Hoke County should re-engineer its website to best-practice
status for delivering to private and corporate citizens information and
government services, and extend to municipalities in the county the electronic
platforms, hosting services and training needed to make Hoke an e-county of
e-communities.

Responsible Parties: Hoke County CIO/CTO, local government IT directors,

the e-NC Authority, the N.C. League of Municipalities, and the Center for
Public Technology at the UNC School of Government at UNC-CH.

Fort Bragn Roglong! Growth Plan =~ 395




Hale County

G. Health Care

Hoke County has the smallest supply of health
services in the region, with less than fen physicians
and extenders and no acute-care hospital. Hoke
County needs are met primarily by providers in
Moore and Cumberland Counties. Theoretically, Hoke
County's population could support the development
of a small hospital. Whether or not a facility is
developed, there is a need for additional physictan
services in the county.

1. Current Conditions

a. Health Care Provider Supply

With approximately 9.9 full-time equivalent
physicians and physician extenders, Hoke County
has the smallest number of health care providers

in the Fort Bragg region. Because there are no
acute-care and outpatient services located in Hoke
County proper, all of Hoke County’s physicians

are on medical staffs at hospitals in surrounding
counties, such as Cape Fear Valley Medical Center or
FirstHealth Moore Regional. With only six resident
dentists, Hoke County (according to the Cecil G.
Sheps Center for Health Services Research) has one
of the lowest dentist-to-population ratios in the state.

b, Acute Care Hospitals

There is no acute care hospital in Hoke County. The
majority of patients originating in Hoke County are
treated at FirstHealth Moore Regional in Moore
County and, to a lesser extent, at the Cape Fear Valley
Medical Center in Cumberland County. Tabie 13
shows the number of Hoke County acute-care patients
(as reported in 2008 Hospital License Renewal
Applications) that each of these hospitals discharged
in fiscal year 2007. ‘

The University of North Carolina Hospitals also
reported having discharged 171 Hoke County patients

in fiscal year 2007. No more than 100 patients from
Hoke County were treated at any other facility in the
state.

¢. Outpatient Services

All outpatient services in Hoke County are located
in physician offices. There are no operating rooms,
diagnostic centers, or urgent-care centets in the
county.

d. Home Health

Home-health services are provided in the home to
individuals who are confined to the home. Such
services are offered to those who do not need
hospitalization but who do need nursing services or
therapy, medical supplies, and/or special outpatient
services. Liberty Home Care operates the only home-
health agency in Hoke County. There is no need for
additional home health agencies in the county, and the
military expansion at Fort Bragg is expected to have
a minimal impact on the short-term need for such
services.

2, Behavioral Health

In Hoke County, behavioral health services are
managed by the Sandhills Center for MH/DD/SAS.»
The Sandhills Center manages and in some cases
provides the following services:

= Qutpatient therapy

* Psychiatric services

* (Case management

* Residential services

* Day services

» Twenty-four-hour inpatient services
* Periodic services

» Emergency services.

29. MH/DD/SS is short for Mental Health/Developmental
Disabilities/Substance Abuse Services.

Table 13. Acute Care Discharges from Hoke County

% Facility Name Hoke County Discharges
i FirstHealth Moore Regional 1,438
’ Cape Fear Valley Medical Center 1,142
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Figure 11. Projected number of health care professionals needed in Hoke County in 2013 compared to the estimated supply
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Access to these services is provided through the Hoke
County access unit, which is located on East Elwood
Avenue in Raeford.

There are no inpatient psychiatric beds in Hoke
County.

2. Future Needs

a. Physician Needs .

Although Hoke County’s need for additional
physicians is lower than that of any other county in
the Fort Bragg area, it is still the case that the existing
supply of physicians is low enough to warrant pro-
active planning.

As shown in Figure 11, Hoke County has a particular
need for twenty to twenty-five additional primary
care physicians. Although the county’s population

is relatively young (approximately 66% of the
population will be under forty-four in 2013), there
will be a need for additional medical and surgical
specialists as the population ages. Hoke’s population
will be needing cardiologists, nephrologists,
oncologists, general surgeons, and orthopedic
surgeons, as well as other specialties.

Surgical

Behavioral
Health

Primaky
Care

At present the county’s needs only two to three
behavioral health physicians. This being the case, the
addition of four to six physician extenders should be
sufficient to meet the needs of Hoke County residents.

Because it has a need for seventeen to twenty-two
dentists, Hoke County should be a key participant in
discussions regarding the recruitment of dentists to
the region.

According to the North Carolina Rural Economic
Development Center, approximately one-fifth of
Hoke County residents are uninsured, another factor
that negatively affects the health status of county
residents. This being the case, it is imperative that
any new physicians in the county be willing to treat
such patients.
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Figure 12. Projected need for inpatient beds in Hoke County in 2013 compared to the estimated supply
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b. Inpatient Bed Needs

The projected need for inpatient beds is shown

in Figure 12. Because the majority of inpatient
discharges of Hoke County residents are at
FirstHealth Moore Regional, the Medical Facilities
Planning Section®® has treated Hoke County and
Moore County as a single region when assessing the
need for acute-care beds. Since a nearly equivalent
number of patients were treated at Cape Fear Valley

30. The Medical Facilities Pianning Section provides staff support
to the North Carolina State Health Coordinating Council in the
development of the annual State Medical Facilities Plan (SMFP)
and Semiannual Dialysis Reports (SDR).

Acute Care

Medical Center, however, the needs of Hoke County
residents are not ertirely accounted for in the
Planning Section’s calculations. The Hoke County
population alone could support a small community
hospital with a small inpatient psychiatric unit.
Inpatient rehabilitation services can be absorbed by a
larger referral center in a neighboring county.
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3, Recommended Actions

important Action |: Recruit additional primary care services to the
region ‘

Description: Primary care providers are generally an entry point to health
services. As such, the recruitment of additional primary care providers to
Hoke County will likely have a significant impact on the overall health status
of Hoke County residents. It is recommended that a collaborative working
group of providers be convened to develop additional physician practices and/
or clinics in the county a

Responsible Party: Representatives from key regional acute-care providers,
such as CFVMC, FHMR, and SERMC

Important Action 2: Develop a facility plan to determine the
feasibility of establishing an acute~care hospital in Hoke County.

Description: Hoke County’s projected population can support eighty to ninety
acute-care beds. As fifty-bed hospitals become more prevalent in North
Carolina, Hoke County may represent the next best location for a new facility.
The creation of a development plan is suggested for Hoke County.

Responsible Party: Key leadership in Hoke County with support from regional
providers and the BRAC Regional Task Force
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H. Hospitality and Cultural Resources

Lodging and food and beverage establishments are
extremely limited in Hoke County; nearly all the
accommodations that do exist are located in and
around the community of Raeford, which provides
Just one hotel operation and a few quick service-
oriented restaurants. Meeting space is practically
non-existent throughout the county, with a minimal
mumber of facilities capable of accommodating small
groups. Although Hoke residents generally rely on the
programs and facilities in neighboring Cumberland
County, a modest array of parks, recreation, and
cultural programs are offered in the county. Funding
Jfor culture and the arts continues (o be a challenge.

1. Current Conditions

a. Lodging

The Days Inn in downtown Raeford is the county’s
only hotel (Table 14).%! Its demand is generated
primarily by visiting friends and relatives and a small
amount of business-related traffic.

Proximity to hotels in neighboring Cumberland,
Moore, and Scotland Counties is a major factor in
determining the needs for additional lodging in Hoke
County. Cumberland and Scotland Counties appear
to fulfill the need for economy, limited-service, full-
service, and extended-stay properties, while Moore
County accommodates demand for upscale and
resort accommodations. As previously mentioned,
the primary driver of demand is visiting friends and
family; there is limited Fort Bragg-related use of the
Days Inn.

The overwhelming majority of food and beverage
establishments in Hoke County are located in
Raeford. They tend to be fast-food and independent,

31. Source: Smith Travel Research; PKF Consulting

casual restaurants. Again, Cumberland and Moore
Counties appear to fulfill the demand for a wider
variety of eating and drinking establishments.

b. Meeting Space

Meeting space is very limited in Hoke County. The
Raeford Civic Center - which accommodates, at
most, 600 people - is the largest meeting space in
the county. Hoke County has very little available
inventory of meeting space. Table 15 indicates the
meeting facilities available in the county.

¢. Parks and Recreation

Hoke County has a small number of parks with
playing fields, coutts, picnic facilities, and trails. The
County Parks and Recreation Department also runs a
youth sports program. More substantial facilities are
available in neighboring counties. Hoke County’s
major parks and recreation facilities include:

« Carolina Horse Park
» Paraclete XP SkyVenture

Carolina Horse Park, located at Five Points in the
northwest section of the county, opened in 2001.

This 250-acre facility hosts equestrian competitions,
shows, and clinics comparable to those at the Virginia
Horse Center and Kentucky’s Horse Park. The
facility is linked to the affluent communities in Moore
County and new developments in northwestern Hoke
County. '

Paraclete XP SkyVenture is a unique facility located
in eastern Raeford. The facility features an indoor
vertical wind tunnel that enables users to experience
indoor “bodyflight,” Although most of its visitors
come from neighboring Cumberland County, the
facility does appear to have the potential to attract a
wider demand base. Paraclete’s owners are reportedly
considering the development of a small hotel at

the same location. The attraction’s proximity to

Table 14. Accommodations in Hoke County

Name of Establishment

City Rooms

Days Inn Raeford

Raeford 44
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Table 15. Meeting Facilities - Hoke County

Name of Establishment City
Raeford Civic Center Raeford
Bayonet at Puppy Creek Golf Raeford

Course

Cumberland County may make such a project viable
if it begins to draw visitors from beyond the local
area.

d. Culture and Aris

Compared to its neighbors, Hoke County has
relatively few arts and cultural offerings. Each
September the county’s major public event, the North
Carolina Turkey Festival, features dinners, sporting
events, arts, music, and other events. The festival
attracts approximately 60,000 visitors annually

to McLaughlin Park. The county is home to one
museum, the Raeford-Hoke Museum, which is open
only on Sunday. Residents and visitors to the county
generally frequent the arts and cultural attractions in
surrounding counties, especially Cumberland County.

2. Future Needs

Hoke County offers ample hospitality and cultural
opportunities for its residents; lodging, restaurants,
meeting space, parks and recreational facilities,
and cultural activities are generally only short drive
away. Overall, the expected military expansion is
not expected to significantly impact most of these
resources. '

» A limited supply of lodging and food and
beverage establishments are available in Hoke
County. Most demand generated by businesses
and residences located in Hoke County is
accommodated in neighboring Cumberland,
Moore, and Scotland counties, each of which
has an ample supply of lodging and food and
beverage establishments.

» Hoke County has historically been a primarily
residential community; few of its businesses
required meeting space. Fort Bragg-related
meetings will continue to be held primarily
in Cumberland and Moore Counties, where

infrastructure, demand, and appropriate spaces
exist.

* A modest network of parks and recreational
facilities and programs are offered throughout
Hoke County. The Carolina Horse Park is a
significant local feature that attracts equestrian
enthusiasts from around the region.

» Culture and Arts programs and attractions are in
limited supply in Hoke County. The county’s
major annual event, the North Carolina Turkey
Festival, attracts visitors from the surrounding
counties and beyond. Most local residents rely
on neighboring Cumberland County for cultural
and arts programming,

3. Gaps

Lodging demand generated by Fort Bragg

residents and visitors will probably continue to be
accommodated either on the installation or in off-
post hotels in Cumberland County. There may be
times, however, when turnaway demand exceeds
Cumberland’s hotel capacity. Given the relatively
easy access to Fort Bragg along U.S. 401 (Raeford
Road) and the potential justification for a new hotel
created by the success of Paraclete XP SkyVenture,
this potential overflow demand could help support a
new hotel in Hoke County. While it is not expected
that increased military demand would by itself be
enough to warrant establishment of a new Hoke
County hotel, this demand, together with increased
demand from other mainstay sources, such as
Paraclete, may well justify such development.

While the analysis of the current status of the county’s
parks, recreation, and cultural resources organizations
did not reveal any need for additional facilities, it

was recognized that funding for existing operations
continues to be a pressing problem, one that will be
increased, however minimally, by military-related
growth. Additional funding sources, available from
the entities established to assist BRAC-impacted
communities, should be explored.
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4. Recommended Actiqns

important Action I: New Hotel at Paraclete Ventures

Description: While it is not expected that increased military demand would
by itself be enough to warrant establishment of a new Hoke County hotel, this
demand, together with increased demand from other mainstay sources, such as
Paraclete, may well justify such development.

Responsible Party: Local hotels and county economic development officials
should monitor local lodging demand to determine if a new hotel may be
justified in the future.

important Action 2; Solicit additional operational funds for county
parks, recreation, and cultural-resources organizations

Description: Existing operations continues to be a pressing problem for

the County’s Parks and Recreation programs. Additional funding sources,
available from the entities established to assist BRAC-impacted communities,
should be explored. '

Responsible party: Hoke County Parks and Recreation Department should
continue to aggressively solicit funds.

Fort Bragy Regional Growth Plan
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I. Appendix A - Residential Development
Activities

With regard to subdivision developments, Hoke
County planning staff suggested that active
subdivisions should be considered as those
approved from October 2005 to the present, and that
subdivisions approved prior to that date could be
considered built out. The following data regarding
subdivisions approved since October 2005.

* Bentley Acres—79 lots located on Camden Road.

* Birkland—43 lots located on Koonce Road;
preliminary approval in April 2006.

* Briarcrest—25 lots located on Rockfish Road.

* Bridgeport Subdivision—104 lots located on
Johnson Mill Road. The windshield survey
showed 25 houses occupied, 17 completed
and ready for occupancy, and seven under
construction. '

s Brookside, Section II—33 lots located on Gillis
Hill Road. The windshield survey found roads
under construction but no houses yet under
construction.

- » Brownstone Farms, Sections I and II—200 total
lots located on S. Parker Church Road. The
windshield survey revealed one house occupied,
five completed and ready for occupancy, and
seven under construction.

»  Churchill—68 lots on Rockfish Road. The
windshield survey showed 18 houses occupied,
two completed and ready for occupancy, and one
under construction.

» Clover Meadow—26 lots located on Rockfish
Road. The windshield survey found 12 houses
occupied, eight completed and ready for
occupancy, and six under construction.

» Club Pond Estates—67 lots located on Club
Pond Road.

* Copper Creek North—11 lots located on
Rockfish Road. The windshield survey showed
no houses occupied or ready for occupancy, and
five under construction. Four houses were also
noted under construction in the Copper Creek
subdivision.

o Creekview Farms—12 lots located on Hall Road.

» Eagles’ Ridge—106 lots located on Mock Road.
The windshield survey showed construction had

not yet started on this subdivision.

Falcon Ridge—16 lots with houses priced from
the $130,000s, located on N, Parker Church
Road. The windshield survey revealed no
houses occupied, two completed and ready for
occupancy, and 11 under construction.

Galatia Farms—67 lots with houses priced
$170,000-$200,000, located on Galatia Church
Road. The windshield survey found 51 houses
occupied, four completed and ready for
occupancy, and two under construction.
Galatia Hills—36 lots located on Galatia
Church Road. The windshield survey showed
roads under construction, but no houses under
construction.. -

Hendrix Farms—207 total lots (Section 1=92
lots; Section II=115 lots) located on Phillipi
Church Road. The windshield survey found two
houses occupied, 20 completed and ready for
occupancy, and five under construction.

Hunter 5 Creek—36 lots located on Rockfish
Road. ’

Liberty Chase—located on NC 211 west of
Raeford; 110 lots, with houses priced from the
$140,000s to the $170,000s. The windshield
survey showed no houses occupied, three
completed and ready for occupancy, and three
under construction.

Liberty Point, Sections II and III—110 total lots
(Section I1=69 lots; Section I1I=41 lots) located
on N. Parker Church Road. The windshield
survey revealed one house completed and

ready for occupancy in an older section of the
subdivision, and three houses under construction
in the newer section.

Lindsay Farms—located on Wayside Road. The

windshield survey showed two houses occupied,
two completed and ready for occupancy, and one
under construction.

Lockhaven Estates—26 lots on Rockfish Road.

Parker s Grove, Section IV—33 lots located

on US 401. The windshield survey found eight
houses completed and ready for occupancy,
five under construction, and approximately nine
undeveloped lots.

Pine Valley—63 lots located on Posey Farm
Road. The windshield survey found that this
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subdivision was built out; however, eight
existing houses were listed for sale,

> Potter’s Ridge—111 lots located on Rockfish
Road. The windshield survey revealed 21 houses
occupied, 37 houses completed and ready for
occupancy, and four under construction.

* Ridgeview, Sections I and II—121 total lots
(Section I=40; Section 11=81 lots) located on
Rockfish Road. The windshield survey showed
33 houses occupied, five completed and ready for
occupancy, and no houses under construction.

* Riverbrooke—400 units priced from the
$130,000s, located on US 401 Business. The
windshield survey found that roads and other
infrastructure were under construction and that
housing construction had not yet started.

_* Southampton—14 lots located on Pittman Grove
Church Road. The windshield survey showed
this subdivision to be built out, with one existing
house listed for sale.

» Steeplechase, Section II—located on NC 211
west of Raeford; 50 lots located on Aberdeen
Road. The windshield survey revealed 28
houses occupied, five completed and ready for
occupancy, five under construction in the original
section of this subdivision (47 lots), and roads
constructed (but no houses yet constructed) in
Section II.

* Turning Leaf North—40 lots located on N,
Parker Church Road. The windshield survey
found no houses occupied or completed and 10
under construction,

_* Turning Leaf South—19 lots located on N.
Parker Church Road.

»  Westgate—845 total units located on Adcox
Road. The windshield survey showed one house
occupied, 12 completed and ready for occupancy,
and four under construction. In The QOaks at
Westgate, 16 houses were completed and ready
for occupancy, and four houses were under
construction. The Holleys at Westgate section
was built out.

*  Unnamed—approximately 40 lots on Club Pond
Road. The windshield survey found road and
infrastructure construction in progress but no
houses yet under construction.

No multi-family residential units have been .
constructed in unincorporated Hoke County, nor were
there any planned at the time of the interviews.

No mobile-home parks had been approved recently
in the unincorporated county area, nor had there been
any expansions to existing mobile-home parks at the
time of the interviews.

Raeford planning staff stated that the primary area for
growth in that city would be the Lemont Street area
off NC 211 West. A planner stated that the city was
saturated with apartments. Residential development in
Raeford includes:

Raeford Village—80+ lots located off NC 210

west of downtown, priced from the $130,000s. The
windshield survey found one house occupied, nine
completed and ready for occupancy, and nine under
construction.

Raeford Commons—approximately 220 lots located
south of Raeford Village off Thomas Road. This
development, consisting of larger houses with four
bedrooms, has been approved. Apartment units were
deemed likely to be occupied by senior citizens and
therefore unlikely to include school-age children.

There is only one large undeveloped parcel of land,
located north of the intersection of NC 211 and
Turnpike Road, within the Raeford city limits. That
parcel is zoned for industrial uses.

A mobile-home park located on Mockingbird Hill
Road was said to have had some housing units
removed and was seen as a location for potential
redevelopment with single-family housing units.
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Procedure Volume Trends

An estimated 27.5 million MRI procedures were performed in the U.S. in 2007, in
7,195 hospital and non-hospital sites. This represents a ~14% increase over the
2003 volume of 24.2 million procedures performed in 7,030 sites, as estimated
in IMV’s previous 2004 MRI Census, for an average annual increase of ~3%
pér year since 2003. This represents a slowdown in procedure growth compared
to the beginning of the decade, when the average annual growth rate from 1999

to 2003 was ~15% per year.

TOTAL MRI PROCEDURE VOLUME, HOSPITAL AND NON-HOSPITAL SITES, 1995-2007
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In 2007, 83% of all MRI procedures
were performed on an outpatient
basis vs. 17% inpatient.
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b Contrast Media

Percent of Procedures
Using Contrast Media

Data reported by participating
MRI sites indicate that 43% of
all MRI procedures were
performed using contrast media.
By hospital bed size, it appears
that the smaller <200 bed
hospitals and non-hospitals are
less likely to use contrast media
than the other site types.

Mobile MRI sites are less likely
to use contrast media than are
fixed MRI sites.

Use of Power Injectors

for MRI Contrast

Overall, two-thirds (66%) of the
sites indicate they have at least
one power injector for use with
MRI contrast. By site type, larger
hospitals are more likely to have
power injectors, with 99% of 400+
bed hospitals and 94% of 200-399
bed hospitals having power
injectors, compared to 63% of
<200 bed hospitals and 56% of
non-hospitals.

PERCENT OF MRI PROCEDURES USING CONTRAST
MEDIA, BY SITE TYPE, 2007
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» Data Collection and Methodology

Data Collection

This 2007 MRI Benchmark Report
summarizes the results from the
2006/07 IMV Census Database of
MRI facilities. This database of MRI
facilities is the eighth IMV census of
sites performing MRI procedures.
Telephone interviews were used to
collect the information that makes up
the 2006/07 MRI Census Database.
The initial candidate sites were
identified using the American
Hospital Association's AHA Guide:
The AHA Guide to the Health Care
Field and the prior IMV MRI Census
database, supplemented by site lists
identified through secondary research.
In addition, survey respondents were
asked to identify other sites in their
service area.

Database

The MRI Census Database used for
creating this report includes responses
from 2,373 total sites, of which 1,498
are hospitals and 875 are non-hospital
sites performing MRI imaging
procedures, either in a fixed
configuration or using a mobile service.
These responses were projected to a
universe of 7,194 sites (3,950 hospitals

and 3,244 non-hospitals), which was the -

identified universe as of the time of the
writing of the report, The survey dates
for the respondent sample used for this
report are from October 2006 through
April 2008.

Methodology

Once the data are collected and
tabulated, IMV analyzes the data and
calculates numerous descriptive
statistics. While the results reported by
a census-level sample such as this can
be very accurate and reliable in
assessing the status and operations of -
the field, it is important to recognize
the data's characteristics and therefore
its limitations. The following briefly
describes the statistics and methods
used to prepare and present the data in
this benchmark report.

© 2008 IMV Medical Information Division, Inc.

For some of the results, such as the
regression analyses on procedure
volumes vs. staffing levels, the data
are taken directly from the sample
of sites that responded to the
specific questions, without
projecting the sample data to the
universe. For other results, such as
the estimates for total procedure
volume, procedure mix and contrast
media budgets, the sample of those
responding was projected to the
universe of sites, to provide a total
nationwide estimate.

Many of the tables and graphs
refer to the mean or average
value, This is calculated by
taking the sum of all reported
values, and dividing by the total
number of values reported. The
data presented in the scatter
diagrams have been subjected to
regression and correlation
analyses. The value reported by
each participant in the census for
each analysis is represented in the
scatter diagram by a plotted
square. This gives a visual
representation of the variance in
reported values. Linear regression
analysis provides an estimate of
the linear relationship between the
variables, which is described by
the equation given and is visually
represented by the line plotted
through the observations.

The correlation coefficient (%)
indicates the extent to which the
relationship really exists and
provides a measure of the relative
strength of the relationship. An r*
value of 1.0 means that the
distribution of the data adheres
perfectly to the relationship
described by the regression
equation. In a sense, r* value
provides a measure of the
confidence with which one should/
could apply the equation for the
relationship between the variables

derived through the regression
16

v

analysis to another observation
in order to calculate an expected
result.

Many of the variables included
in the regressions show a very
wide range of values. So great
a dispersion leads to a smaller r
value. Because the data in this
IMV census represents a large
proportion of all MRI sites, the
r? reported here realistically
represents the actual dispersions
in the relationships between
variables. Because some of
these correlations are so small,
it is apparent that these
relationships are not strong, and
managers and professionals in
the field must look to other
factors and variables to explain
variances,

2

In reviewing the survey results,
keep in mind that variance from
the “average” is not necessarily
negative or positive - the key is
whether it is expected, given
known and accepted factors
influencing/affecting the specific
facility's operations. Evaluation
of this information should be
combined with the department
manager’s knowledge of the
specific circumstances
concerning a department’s staff,
patient mix, physician services
demand, equipment and facility
configuration to evaluate the
underlying reasons why a
facility’s profile may vary from
the relationships shown in this
summary.




About IMV

IMV has over thirty years of experience in serving the diagnostic
imaging industry including researching user needs and requirements,
developing databases of technology applications in clinical sites,
and consulting with vendors. Through the methods and principles of
market research, IMV provides a structured channel between the
clinical users and the developers of technology for diagnostic and
therapy services.

For Further Information

If you would like further information on this report or other services,
please visit the website at www.imvinfo.com or contact IMV directly
at 847/297-1404.
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- Petition for Adjustment to Need Determination to Adjust the Acute
Care Bed Operating Room and MRI Multi-County Service Areas
for Moore, Hoke, and Cumberland Counties by Applying Updated
Data in Step 1 of the Defined Methodologies

I. Name, Address, Email Address, and Phone Number of Peﬁtioner:

Cape Fear Valley Health SyStem

Attn: Michael Nagowski, CEO Dasggl::‘i{lbggw
1638 Owen Drive .

Fayetteville, NC 28304 o
(91310) 609-6700 JuL 06°2009

mnagowski@capefearvalley.com Medical Faciliries

Planning Secrion
I1. Statement for the Proposed Adjustment

Cape Fear Valley Health System (“Cape Fear Valley”) requests that the following
specific adjustment be made in the 2010 State Medical Facilities Plan (“SMFP”):

1. Designating Hoke and Cumberland Counties as one multi-county service area for acute
care beds, operating rooms and magnetic resonance imaging (“MRI”), as a result of
updating data used to define service areas in accordance with Step 1 of the defined acute
care beds and operating room methodologies and

2. Designating Moore County as a single county service area for acute care beds, operating
rooms and MRI as a result of using the same updated data.

III. Background Information Regarding Petitioners

Cape Fear Valley is a non-profit regional health system with 765 beds, five hospitals, and
primary care physician offices throughout Cumberland Counfy and surrounding areas, including
Hoke County and Bladen County. Cape Fear Valley Medical Center, located in Fayetteville, is
an acute-care hospital offering quality care in open-heart surgery, cancer treatment, maternity
services, emergency medicine, pediatric intensive care, wellness programs and more. Highsmith-
Rainey Specialty Hospital, located in Fayetteville, provides long-term acute care as well as an
urgent care facility. Bladen County Hospital, located in Elizabethtown, is a public, not-for-profit
facility that includes a 24-hour Emergency Department, a Medical/Surgical Unit, an Intensive
Care Unit and an up-to-date Birthing Center. Cape Fear Valley Rehabilitation Centeris a
physical rehabilitation facility offering inpatient and outpatient care for brain- and spinal-cord
injured, neurologically impaired patients, stroke patients and orthopedic patients. Behavioral
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Health Careis a comprehensive psychiatric hospital with inpatient and outpatient services for -
children, adolescents and adults.

Cape Fear Valley has physician offices located throughout Fayetteville and surrounding
counties, including a medical office building, Hoke Family Medical Care, in Raeford, Hoke
County. This facility is open 6 days per week and currently has 3 primary care physicians, 3
physician extenders, cardiologist coverage, Ob/Gyn coverage, Hematology coverage,

- Nephrology coverage, Allergy coverage, and GI coverage, and will soon be providing
neurology and neurosurgery coverage. ‘

In addition to a broad set of physician coverage in Hoke County, Cape Fear Valley
provides after-hours urgent care, radiology services, EKG, pulmonary function, occupational
medicine, city employees sick call, all county and city drug testing, Special Olympics
participant physicals and a broad array of laboratory services to Hoke County residents.

1V.Reasons for the Proposed Adjustment -

In the Proposed 2010 SMFP, Moore and Hoke Counties are grouped together as a multi-
county acute care bed service area and multi-county operating room service area for purposes of
determining acute care bed need and operating room need based upon Step 1 of both the Acute |
‘Care Bed Need Methodology and the Operating Room Need Methodology. (See Attachments 1 . |
and 2—acute care bed and operating room service area maps from the Proposed 2010 SMFP,
Chapters 5 and 6.") In addition, the SMFP defines MRI Services Areas as being the same as
Acute Care Bed Service Areas.

Acute Care Bed Service Areas

Step 1 of the Acute Care Bed Need Methodology divides the state into service areas.
These service areas are defined as -

“...a single county, except where there is no hospital located within the county in which case the
county or counties without a hospital are combined in a mulﬁ-county grouping with a county that
has a hospital. Multi-county groupings are determined based on the county in which the
hospital ox hospitals that provide the largest number of inpatient days of care to the
residents of the county which has no hospital.” [emphasis added] (Proposed 2010 SMFP, ‘
Chapter 5, Attachment 3). . . |

The State Health Planning Section uses Thomson Reﬁters, a collector of hospital patient
discharge information, as its data source for making the determination for the multi-county

! The on-line version of the Proposed 2010 SMFP does not have page numbers. Copies of those portions of the
Proposed 2010 SMFP discussed herein are referenced by chapter, and the relevant pages are attached.

-2
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groupings. The Thomson Reuters data is available annually around the end of March for the
previous fiscal year. 2001 (HCIA) Solucient data was used in the 2009 SMFP and the
Proposed 2010 SMFP. The Thomson Reuters data from 2008, which is the most current data
available, shows that the number of inpatient days of care provided to Hoke County residents in
Cumberland County was 8.6% higher than the number of Hoke County inpatient days of care
provided in Moore County. The data clearly establishes that Cumberland County now has a
plurality of inpatient days of care for Hoke County residents. ‘

The data shows that in FY 2008, Hoke County residents utilized Cumberland County
inpatient providers more than any inpatient providers in any other county, as shown in the

following table.

Hoke County — Acute Care Inpatient Days — Excluding Newborns®

i 7
Cape Fear Valley Health 6,043 6,292 6,156 7,829
System (Cumberland '

County)

FirstHealth Moore Regional | 6,869 7,116 6,863 6,375
(Moore County)

Other Counties 2,272 2,752 2,971 2,729

Source: Thomson Reuters, Attachment 4

The volume of Hoke County residents seeking inpatient care in Cumberland County has
increased significantly over the last four years as is evidenced by the above table. In addition,
FY 2008 data reflects 7,829 Hoke County patient days in Cumberland County and 6,375 Hoke
County patient days in Moore County. This increase for Cumberland County and decrease for
Moore County is a continuing trend, not a one-time change, as evidenced by the graph in
Attachment S (graph of inpatient days).

In addition, FY 2008 data reflects that by every other metric, Cape Fear Valley is
providing more acute care services to Hoke County residents than FirstHealth. As reflected in
the following charts, in FY 2008, there were more Hoke County (1) inpatient days when
newborns were included, (2) cases without newborns, and (3) cases with newborns in
Cumberland County than in Moore County.

2 The SMFP determination of need for acute care services does not include newborn inpatient days.

-3-
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Cape Fear Valley FirstHealth Other
(Cumberland) (Moore) Counties
Hoke County inpatients | 8,670 6,424 2,814
(including newborns) '
Hoke County cases 1,484 1,451 443
(excluding newborns)
Hoke County cases 1,835 1,495 463
‘(including newborns)

Source: Thomson Reuters

Based on the above, grouping Moore and Hoke Counties as a multi?county service area in
the Proposed 2010 SMFP is incorrect. The 2010 SMFP should be amended to correctly reflect
that Hoke County residents are using Cumberland County inpatient providers to meet their acute
care needs. '

Surgical Service Areas

Step 1 of the Operating Room Need Methodology in the Proposed 2010 SMFP also
divides the state into single county and multi-county service areas. These service areas are
defined as follows:

Multi-county groupings were determined based on surgical patient origin data from the Hospital
and the Ambulatory Surgical Facility License Renewal Applications, supplemented by surgical
patient origin data from Blue Cross and Blue Shield. Counties without a facility providing
operating rooms were grouped with the contiguous county, whenever possible, which served
the largest reported number of surgical patients [empbasis added]. (Proposed 2010 SMFP,
Chapter 6, Attachment 6).

The Annual Hospital and Ambulatory Surgical Facility Licensure Renewal Applications
show that, starting in 2007, Cumberland County surgical providers have treated more Hoke
County patients than Moore County surgical providers have treated. In 2008, the difference
between Cumberland and Moore Counties in the provision of surgical procedures to Hoke
County residents grew even more.

A review of the applicable data for the Proposed 2010 SMFP shows that in FY 2008,
Hoke County residents utilized Cumberland County operating room services more than any
.surgical providers in any other county. As a consequence the Surgical Service Area definitions
in the 2010 SMFP should be changed so that Hoke County is combined with Cumberland
County based upon Step 1 of the SMFP’s Operating Room Service Area Need Methodology.

-4 -
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The License Renewal data used in the annual SMFP is available annually around the end
of March, and therefore is the most recent data available to determine multi-county operating
rooms service areas.> Based upon FY 2007 data, a Hoke-Cumberland multi-county service area
-should have been reflected in the 2009 SMFP. As the table below shows, the number of Hoke
County surgical patients was higher in Cumberland County than Moore County in both 2007 and

2008.

Hoke County Surgical Cases

Cumberland County
Surgical Providers
Moore County Surgical 1,276 1,212
Providers
Other Counties 422 423

Source: LRAs; Attachment 7

Based on the above, the 2010 SMFP should be written to designate Hoke and
Cumberland Counties as a multi-county operating room service area and to designate Moore
County as a single-county operating room service area. Clearly, Cumberland County surgical
providers provided the plurality of care for surgical cases in 2007 and 2008 for Hoke County

residents.

MRI Service Areas

The Proposed 2010 SMFP defines an MRI service area as follows:

A fixed MRI Service Area is the same as an Acute Care Service Area as defined in
Chapter 5, Acute Care Beds, and contained in Figure 5.1. The fixed MRI Service
Area is a single county, except where there is no hospital located within the
county, in which case the county or counties without a hospital are combined in a
multi-county grouping with a county that has a hospital. Multi-county groupings
are determined based on the county in which the hospital or hospitals are located
that provide the largest number of inpatient days of care to the residents of the
county that has no hospital. A fixed MRI scanner’s service area is the MRI service
area in which the scanner is located.

Proposed 2010 SMFP, Chapter 9,

Attachment 8.

3 According to Medical Facilities Planning staff, 2001 Blue Cross/Blue Shield data, rather than current data, was
used in the 2009 SMFP and the Proposed 2010 SMFP to determine the multi-county operating room service areas.

-5-
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Based upon this definition, Hoke and Moore Counties have been designated in the
Proposed 2010 SMFP as one multi-county service area for MRI. Because Hoke and Cumberland
Counties should be designated in the 2010 SMFP as one multi-county service area for acute care
beds, they also should be designated as one multi-county service area for MRI. As such, Moore
County should be designated as a single county service area for MRI.

V. Statement of the Adverse Effects on the Population

If the multi-county service areas are not adjusted, there will be a misalignment of the
health service areas that will restrict Hoke County residents’ access to health care. Hoke County
is growing rapidly as a result of the expanding military population associated with Fort Bragg,
.Cape Fear Valley is working with Fort Bragg representatives to meet the needs of this
population. Correcting the multi-county service area designation will allow the development of
expanded services for residents of Hoke County in Hoke County, by allowing those Hoke
County residents to continue to use resources at Cape Fear Valley. Cape Fear Valley is
committed to continue providing high quality healthcare services to residents of Hoke County.

V1. Statement of the Alternatives Considered

There are no alternatives to this proposal. The Petitioners are seeking to have the 2010
SMFP reflect the correct distribution of health care provided to the residents of Hoke County
under the procedures established under the SMFP methodologies.

VII. The Project Would Not Result in an Unnecessagy Duplication of Services

The Petitioners are not requesting additional resources. ‘They are requesting that the 2010
SMFP correctly reflect what the most current and accurate data shows, which is that Hoke
County should be in a multi-county grouping with Cumberland County for acute care bed need,
operating room need and MRI need planning purposes.

VIiil. The Project is Consistent with the Three Basic Principles Governing the
Development of the SMFP

The petition is consistent with the provisions of the Basic Principles. A proper alignment
of acute care bed, operating room and MRI service areas ensures that the high quality services
provided by Cape Fear Valley will continue to be available to Hoke County residents and that
Cape Fear Valley will have the ability to improve geographic access to services for residents of
Hoke County. As a result of the Department of Defense’s Base Realignment and Closure

"(BRAC), Fort Bragg will significantly expand, resulting in further growth of the population of

-6 -
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eastern Hoke County and southwestern Cumberland County, along the Cumberland County-
Hoke County line. As reflected in the data discussed above, the current population of Hoke
County has chosen Cumberland County providers as the providers of choice. The excellent
roads and geographic proximity assures continued safe delivery of these services in a timely
fashion.

The population of Hoke County now and following the implementation of BRAC
indicates that the vast majority of Hoke County residents will be living closer to Cape Fear
Valley. Travel safety, access, and the availability of the high quality care provided at Cape Fear
Valley all establish that the proposed realignment of Hoke County with Cumberland County
supports the Basic Principles.

IX. Conclusion

The Petitioners are requesting an adjustment of need in the SMFP, based upon Step 1 of
the relevant need methodologies, to designate Hoke and Cumberland Counties as one multi-
county service area for acute care beds, operating rooms and MRI, and to terminate the Hoke-
Moore multi-county acute care bed, operating room and MRI service area.

The current multi-county acute care bed and operating room service areas are incorrectly
based on outdated data used in Step 1 of the methodologies. The Petitioners request that the
State Health Coordinating Council adjust the need determination as requested so that the
appropriate local providers can better serve the health care needs of the community. Therefore,
the Petitioners request a specific adjustment in the 2010 SMFP approving their request to:

1. Designate Hoke and Cumberland Counties as one multi-county service area for
acute care beds, operating rooms, and MRI, and

2. Terminate the Hoke-Moore County multi-county acute care bed, operating room
and MRI service area.
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INDEX:
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License Renewal Application data re: surgical cases
MRI service area grouping methodology, Proposed 2010 SMFP
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Basic Assumptions of the Methodology

o Target occupancies of hospitals should encourage efficiency of operation, and vary with
average daily census:

Target Occupancy of
Average Daily Census Licensed Acute Care Beds
1-99 66.7 %
100 - 200 71.4 %
Greater than 200 752% .

e In determining utilization rates and average daily census, only acute care bed “days of
care” are counted.

e If a hospital has received approval to increase or decrease acute care bed capacity, this
change is incorporated into the anticipated bed capacity regardless of the licensure status
of the beds.

Application of the Methodology

Step 1

The Acute Care Bed Service Area is a single county, except where there is no hospital located
within the county in which case the county or counties without a hospital are combined in a
multi-county grouping with a county that has a hospital. Multi-county groupings are determined
based on the county in which the hospital or hospitals that provide the largest number of
inpatient days of care to the residents of the county which has no hospital. Data to determine
patient’s county of residence (based on the Thomson data) that is used to establish the multi-
county groupings were provided by the Sheps Center. (Note: An acute care bed’s service area
is the acute care bed planning area in which the bed is located. The acute care bed planning
areas are the single and multi-county groupings shown in Figure 5.1.)

Step 2 (Columns D and E)

Determine the number of acute care beds in the inventory by totaling:
(Column D)

(a) the number of licensed acute care beds at each hospital;

(Column E)

(b) the number of acute care beds for which certificates of need have been issued, but for which
changes in the license have not yet been made (i.e., additions, reductions, and relocations);
and

(c) the number of acute care beds for which a need determination in the SMFP is pending review
or appeal.

Step 3 (Column F) .

Determine the total number of acute inpatient days of care provided by each hospital based on
the data contained in the above referenced report for Federal Fiscal Year 2008. (Please see note

in “Sources of Data” regarding identification of general acute days of care.) Attachment

3
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Methodology for Projecting Operating Room Need

The following narrative describes the assumptions and methodology used in determining
the operating room inventory and in projecting need for additional operating room capacity. The
objective of the methodology is to arrive at a reasonable assessment of the adequacy of current
resources for performing surgery, compared with an estimate of need for additional capacity.

Step 1 — Delineation of Service Areas (Column A)

Each county is a separate Operating Room Service Area except where there is no licensed
facility with an operating room located within the county, in which case the county or counties
without a licensed facility providing operating rooms are combined in a multi-county grouping
with a county that has at least one licensed facility with an operating room. Multi-county
groupings were determined based on surgical patient origin data from the Hospital and the
Ambulatory Surgical Facility License Renewal Applications, supplemented by surgical patient
origin data from Blue Cross and Blue Shield. Counties without a facility providing operating
rooms were grouped with the contiguous county, whenever possible, which served the largest
reported number of surgical patients. In 2006, in response to an adjusted need determination
petition, the State Health Coordinating Council added Swain County to the Jackson-Graham
Multi-County Operating Room Service Area. This created a Multi-County Operating Room
Service Area including two counties with operating rooms and one county without operating
rooms, (Note: An operating room’s service area is the operating room planning area in which
the operating room is located. The operating room planning areas are the single and multi-
county groupings shown in Figure 6.1. For the Proposed 2010 Plan, the State Health
Coordinating Council has identified three additional operating room service areas specifically
Jor the Single Specialty Ambulatory Surgery Demonstration Project, which is described in Table
6D.

Step 2 — Estimate the Total Surgery Hours for the Previous Year (Columns B through H)

Estimate the total number of surgery hours performed during the previous fiscal year based on
reported cases by type from Annual License Renewal Applications, as follows:

(a) Sum the number of inpatient surgical cases reported in the Inpatient Cases column of the
“Surgical Cases by Specialty Area” table on the annual Hospital License Renewal
Applications for all licensed facilities within the OR Service Area. (NOTE: Cases
performed in Dedicated C-Section Rooms; cases reported as “Trauma Cases” by Level I or
II Trauma Centers; and cases reported by designated “Burn Intensive Care Units” are
excluded for purposes of these need projections.) Multiply the total number of inpatient
cases by three hours to estimate the number of hours utilized for inpatient cases. (Column B
* Column C = Column D)

(b) Sum the number of ambulatory surgical cases reported in the Ambulatory Cases column of
the “Surgical Cases by Specialty Area” table on the annual Hospital License Renewal
Applications and the number of Surgical Cases reported on the annual Ambulatory Surgical
Facility License Renewal Applications for all licensed facilities within the OR Service Area.
Multiply the total number of ambulatory cases by 1.5 hours to estimate the number of hours
utilized for ambulatory cases. (Column E * Column F = Column G)

Attachment
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ape Fear 350
Fayetteville AmSurg Center 23.7% FirstHealth Moore Regional Hospital 315
Cape Fear Valley Medical Center 332 16.3% University of North Carolina Hospitals 76 9.2%
FirstHealth Moore Regional Hospital 262 12.0%  |Duke University Hospital 16 1.8%
The Eye Surgery Center of the Carolinas 149 6.8% Sandhills Regional Medical Center 12 1.6%
University of North Carolina Hospitals 101 4.6% WakeMed 12 1.5%
" Scotland Memorial Hospital and Edwin
Highsmith-Rainey Memorial Hospital 97 4.5% Morgan Center 9 1.1%
Duke University Hospital 44 2.0% Southeastern Regional Medical Center 9 1.1%
Scotland Memorial Hospital and Edwin
Morgan Center 25 1.1% Kindred Hospital-Greensboro 5 0.6%
Southeastern Regional Medical Center 16 0.7% North Carolina Baptist Hospital 5 0.6%
Carolinas Med. Center-Center for Mental
WakeMed 15 0.7% Health 3 0.4%
Raleigh Women's Health Organization 9 0.4% Lenoir Memorial Hospital 3 0.4%
Sandhilis Regional Medical Center 8 0.4% Highsmith-Rainey Memorial Hospital 2 0.2%
Duke Heaith Raleigh Hospital 7 0.3% New Hanover Regional Medical Center 2 0.2%
Betsy Johnson Regional Hospital 5 0.2% Craven Regional Medical Center 1 0.1%
Central Carolinas Hospital 5 0.2% Duke Health Raleigh Hospital 1 0.1%
North Carolina Baptist Hospital 4 0.2% Durham Regional Hospital 1 0.1%
Rex Hospital 4 0.2% FirstHealth Richmond Memorial Hospitat 1 0.1%
WakeMed Cary Hospital 4 0.2% Forsyth Memorial Hospital 1 0.1%
Moses Cone Health System 3 0.1% North Carolina Specialty Hospital 1 0.1%
North Carolina Specialty Hospital 3 0.1% Pitt County Memorial Hospital 1 0.1%
Charlotte Surgery Center 3 0.1% Rex Hospital 1 0.1%
Surgical Center of Greensboro 3 0.1%
Surgicenter Services of PIt,, inc. 2 0.1%
Carolinas Medical Center-University 1 0.0%
Johnston Memorial Hospital 1 0.0%
Maria Parham Medical Center 1 0.0%
Pitt County Memorial Hospital 1 0.0%
Presbyterian Orthopedic Hospital 1 0.0%
Sampson Regional Medical Center 1 0.0%
Wilson Medical Center 1 0.0%
HealthSouth Blue Ridge Surgery Center 1 0.0%
James E. Davis Ambulatory Surgical 1 0.0%
Total Qulpatient 2477 100.0% olal Tnpatient 827 100.0%
Total Cumbertand County 946 43.5% Total Cumberland County 352 42.3%
Total Moore County 961 44.1%  |Total Moore County 316 38.1%
[ Total All Other 270 12.4% | Total AllOther 160 16.6%
Total Combined Inpt and Outpt 3,004
Total Cumberland County 1,208 43.2%
Total Moore County 1,276 42.5%
Total All Other 430 14.3%
Attachment
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LU0 T Outpatlent T _Pér ol iirgery. o Sroen
Fayetteville AmSurg Center 648 30.3% |Cape Fear Valley Medical Center 356 41.7%
Surgery Center of Pinehurst 492 23.0% |FirstHeaith Moore Regional Hospital 335 39.2%
Cape Fear Valley Medical Center 263 12,3% |University of North Carolina Hospitals 70 8.2%
FirstHealth Moore Regional Hospital 230 10.7%  |Duke University Hospital 33 3.9%

Scotland Memorial Hospital and Edwin Morgan
The Eye Surgery Center of the Carolinas 155 7.2% |Center ) 11 1.3%
University of North Carolina Hospitals 99 4.6%  |Southeastern Regional Medical Center 9 1.1%
Highsmith-Rainey Memorial Hospital 94 4.4%  |Highsmith-Rainey Memorial Hospital 8 0.9%
Duke University Hospital 32 1.5% |New Hanover Regional Medical Center 6 0.7%
North Carolina Specialty Hospital 28 1.3% |Sandhills Regional Medical Center 4 0.5%
Scotland Memorial Hospital and Edwin Morgan
Center 24 1.1%  |Kindred Hospital-Greensboro 3 0.4%
Southeastemn Regional Medical Center 15 0.7% North Carolina Baptist Hospital 3 0.4%
Rex Hospital 10 0.5%  |North Carolina Specialty Hospital 3 0.4%
Wilmington SurgCare 7 0.3% FirstHealth Montgomery Memorial Hospital 2 0.2%
Raleigh Women's Health Organization 6 0.3% |FirstHealth Richmond Memorial Hospital 2 0.2%
Duke Health Raleigh Hospital 5 0.2% WakeMed Cary Hospital 2 0.2%
Betsy Johnson Regional Hospital 4 0.2% |Carolinas Med. Center-Center for Mental Health 1 0.1%
Charlotte Surgery Center 4. 0.2% Duke Health Raleigh Hospital 1 0.1%
North Carolina Baptist Hospital 3 0.1% High Point Regional Health System 1 0.1%
WakeMed 3 0.1% |Moses Cone Health System 1 0.1%
Medical Park Hospital 2 0.1% |Rex Hospital 1 0.1%
Moses Cone Health System 2 0.1% |Sampson Regional Medical Center 1 0.1%
James E. Davis Ambulatory Surgical 2 0.1% |WakeMed 1 0.1%
Brunswick Community Hospital 1 0.0%
Carolinas Med. Center-NorthEast, Inc. 1 0.0%
Carolinas Med. Center-Center for Mental Health 1 0.0%
Central Carolinas Hospital 1 0.0%
Duplin General Hospital 1 0.0%
Durham Regional Hospital 1 0.0%
High Point Regional Health System 1 0.0%
Roanoke-Chowan Hospital 1 0.0%
Sampson Regional Medical Center 1 0.0%
Wayne Memorial Hospital 1 0.0%
Blue Ridge 1 0.0%
Chapel Hill Surgical Center 1 0.0%
Total Outpatient 2,140 100.0% |Total Inpatient 854 100.0%
Total Cumberland County 1,005 47.0%  |Total Cumberland County 364 41.7%
Total Moore County 877 41.0% |Total Moore County 335 39.2%
'_Folal All Other 258 12.1% |Total Al Other 155 19.1%
Total Combined Inpt and Outpt 2,994
Total Cumberland County 1,369 45.7%
Total Moore County 1,212 40.5%
Total All Other 413 13.8%
Attachment
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Fixed MRI Units

Fixed MRI scanner means an MRI scanner that is not a mobile MRI scanner. The
principal capital expenditure issue with respect to fixed MRI units is the volume of procedures,
which warrants the acquisition of an additional magnet.

Definition of an MRI Service Area

A fixed MRI Service Area is the same as an Acute Care Bed Service Area as defined in
Chapter 5, Acute Care Beds, and contained in Figure 5.1. The fixed MRI Service Area is a
single county, except where there is no hospital located within the county, in which case, the
county or counties without a hospital are combined in 2 multi-county grouping with a county that
has a hospital. Multi-county groupings are determined based on the county in which the hospital
or hospitals are located that provide the largest number of inpatient days of care to the residents
of the county that has no hospital. A fixed MRI scanner’s service area is the MRI service area in
which the scanner is located. '

Basic Assumptions of the Methodology
1. Facilities that currently offer mobile MRI services, but have received the transmittal of
a certificate of need for a fixed MRI scanner are included in the inventory as a fixed
MRI scanner in Table 9K.

2. A placeholder of one MRI scanner is placed in Table 9K for each new fixed MRI
scanner for which a certificate of need has been issued even if the scanner is not
operational. All procedures performed by a single licensed entity are counted as
performed at a single site, even if MRI services are provided at more than one site.

3. The need determination for any one Service Area under the methodology for Fixed
MRI Scanner Utilization shall not exceed one MRI scanner per year, unless there is an
adjusted need determination approved for a specific MRI Service Area.

4. A facility that offers MRI services on a full-time basis pursuant to a service agreement
with an MRI provider is not precluded from applying for a need determination in the
North Carolina 2010 State Medical Facilities Plan to replace the existing contracted
service with a fixed MRI scanner under the applicant’s ownership and control. It is
consistent with the purposes of the certificate of need law and the State Medical
Facilities Plan for a facility to acquire and operate an MRI scanner to replace such a
contracted service, if the acquisition and operation of the facility’s own MRI scanner
will allow the facility to reduce the cost of providing the MRI service at that facility.

Methodology for Determining Need

The methodology includes need thresholds arranged in tiers based on the number of
scanners, weighting of procedures based on complexity, and a component addressing MRI
service areas that have no fixed MRIs, but have mobile MRI scanners serving the area. The
methodology for determining need is based on fixed and mobile procedures performed at
hospitals and freestanding facilities with fixed MRI scanners and procedures performed on
mobile MRI scanners at mobile sites in the MRI service areas. In addition, equivalent values for
mobile scanners in MRI service areas are found in the column labeled Fixed Equivalent in Table

oK " Attachment -
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July 29, 2009

Ms. Sandy T. Godwin

Executive Director of Corporate Planning
Cape Fear Valley Health Systems

1638 Owens Drive

Fayetteville, North Carolina 28302

Dear Ms. Godwin;

In response to your request for an opinion relative to the comparative costs of constructing an 8 bed
hospital versus a forty-one bed hospital we offer the following assessment after reviewing
theinformation we received for both'projects. On the surface given the proposed budgets for the two
competing projects simple mathemafics indicates that the proposed 8 licensed bed hospital is
proposed at a capital cost of 35 Million dollars which translates into a cost per bed of 4.375 Million
dollars, Altematively, the proposed 41 licensed bed hospital at proposed capital cost of 89 Million
dollars translates into a cost per bed of 2.170 Million dollars or approximately half the cost of the first
project, This is but the tip of the iceberg, however.

In each case the ancillary service departments provided must be comparable. There is a certain

critical mass of services that must be provided regardiess of the number of inpatient beds to be
licensed. The capacity of the radiology department for example must include a ful complement of

services as reflected in the seven fixed and two mobile modalifies proposed for the 8 bed scheme.

Staffing such a department for a maximum of eight patients is highly unproductive. Nonetheless, once

the decision is made to include inpatients, observation beds and operating suites the department must

be staffed 24 hours per day seven days per week. This, notwithstanding the fact that outpatient

utilization will be limited at best to five and one half days per week at a maximum of 8 to 12 hours per

day. On the other hand the 41 bed hospital provides a sufficlent occupancy level to justify such a ful

service Radiology department due to potential volumes per the number of inpatient beds.

In surgery, we note that the 8 bed hospital contemplates the provision of one Operating Suite. This is
highly inefficient as the tumaround time for procedures will severely impact throughput in a one room
suite. Additionally, any need for surgery precipitated by the Emergency Department will effectively
shut down surgery for the duration of the case causing a severe depletion in potential revenue gained
from surgical procedures. The compefifive proposal with two operating suites effectively neutralizes
this defect and offers enhanced opportunities for inpatient as well as outpatient surgery and a far more

efficient utilization of Operating Suite staff. '

In the area of patient support services such as medication stations, nourishment soiled and clean utility
rooms and nursing stations the 8 bed facility is at a distinct disadvantage. These services are of
necessity dictate by code and best practice to have a certain minimum size. One of each of these
services can easily support up to 20 beds. Once again the cost of these elements on a per bed basis
is roughly halved for the 41 bed facility when compared to that of the 8 bed altemative.

1201 Main Street  Suite 2100 Columbia, SC 29201 tel: 803.256.0000 fax: 803.256.7243 www.gmka.com
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In summary, it is our considered opinion that the creation of an 8 bed hospital is an extremely
inefficient use of resources. We note in further support of this conclusion that in the prototype for
Critical Access Hospitals of the U.S. Department of Health and Human Services the smallest
approved prototype is for. 15 beds which utilizes the same basic chassis as that proposed for the 25

bed version.

If you should have any questions regarding this informaﬁon, please do not hesitate to call me at your

earliest convenience. It is a pleasure working with you.-

Sincerely, .
GMK Associates Architectural Division Inc.
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Director of Architecture
North Carolina Registration No. 9097
North Carolina Registered Arch‘tectural Corp No 467

C: File

Mike Regenhardt, CFVHS
Fred McMillan, CFVHS
Val Satko, GMKA

Danny Owens, GMKA

T, Clorangiss o)

W{“ MMM i iy,

iy s

”l’ Ly Uit &"Q

"etassarpennn®
\“\mmmm,,
o Y,
\Q\\ c??"'"""." %, C{//

SOy L
A B
g0 e
géegcen‘r. NO.! 35.;-_5‘
g2t 46 NS
20% f . §

ASSOCIATES, INC.







¢ jusuyoeny

YrO'yZ6'9L  0SE'VSE'GL  GLE'9/8°C)

¥62'€65°9)  90v'SS8'%) 621'66L €L

A9Y |BJO|

yr9'vyc6'9l  0S€'vSE'SL  Sle'oigEel

%08'¢ %08C %08°C
%4871 %6994 Y%l L
%¥e G2 YNCLYY %G1 v

¥6Z'€G59L  90¥'SS8VL 621'661'cl

%08°C %08°¢ %08T
%898 %998 %598
%6198 %G0°99 %8899

€12'89/°LE  165'89)'8C  89€'0Z8'VT

1G6°0L¥'ZE  0€1'668'82 2¥S 96¥'ST

ASY 1d 18N
% 1920 peg
% aied Aeys
% peQ
1ejo0,

00¥'€9¢L Zve'slz’L G/9'€80°L
9GL'9es’L 0£1'69g’L £€0.'50Z')
6.1'19L's Le'ley'y Le'esl's
09Z'v9L 089'985 50G'sZy

9zy'98y'9 £OV'vGe6'S yLZ'eey's
vLL'LLL'2L  8ET'T8T'LL  LP0'006'6
8/.'v89'c LSl'yee'e 610°200'c

666'0/€'L 121’6z 6.1'€80'L
98Z'2Ts'}L $8z'gee’ seL'loL't
SEC'PI0'Y €28'70S'E 6£8'G96'2
6ye'cez 1zL'00z £9/'891
066'65G'S G16'6.0'S 118109
02S'00¥'SL  298'09L'€L €91'691LC)
8.y'6bC'y z6r'06L'c zsL'sve'e

168'269'8F  L¥6'2ZS'ty  £89'20L'8E

LGZ'P06'8y  OEG'VSLEY 129'G69'8€

100'961°2 199'9G6'L 906281
OvL'S08°LL  ZOO'LYS'0L  Z09'29¢'s
196612 FAVA T4 1€9°1/8'L
16€'666'8 cLeerl'L 985'086'9
9l9'16¥'6lL  LL2'0/E'LL  198'6ZH'SL
9/9'78L'Y z80'6eL'e L60'sze'e

162'008'C LyL'v0E'T 850'610'C
166'96Z'0L  090'968'8 200'209'L
ggL'oez'e 1ZL'0v0'T 9.¥'068°L
Ly6'0ze’L 2€9'889'9 6.6'850'0
192'¢eL'lz  €E8'0¥G'6L 6SS'00¥'LL
¥90'228't LEL'Y8T'Y 109'P9L'E

Zr'9 896 16°¢ 88'G 186 98

8z 86Z 86 z9z LT ¥82

e LiB'T 1102 SYL'Z e XA

5z8 z08 8.l 8L8 88/ ¥G1

980'ee G12'0¢ lev'lT Lv6'eE 868°0¢ ySL'le

085 Ly €68 8L 8LL 8L

69 19 S9 €9 €9 €9

29.L'ce 8202 Gz8'lL 1£8'ee ozL'iz er'8l

LLO'L 886 656 G50') €10l 9396

96/ gl eil GSL 7 169

ze6'L 90.4'L z8r's €16', 612, ¥88'9
S110€/60 ¥1/0£/60 £1/0£/60 ¥1/0€/60 £110£/60 2LI0SI60
yLIZ0/0L €1120/01 ZLH1L0/0L €1120/01 ZLUL0/0L LL/L0/01

0L/SLY pally uonedljddy

60/S1/9 pajlj uoyesyddy

19eQ ped
BYlo

ale) pabeuep
[ellawiwIo)
presipaiy
QIESIPa
ae) Rueyn
suonesnpsg

ejor
LYo
aie) pabeuepy
SU| [BRIsWIWOo)

piesipajy
aledipsiy
Aeyo/ds
ASY u,n_ s$s0l19)
SNUIADY
oav
SO
shed id

$8S80 4} |E10L
uoneziin [ejol

sase) (eoiBing JO 10 #

$9sE] [80I5INg d} JO #

(d0/di) o01d Buibewy jo #

$8SB) SA0 J0 #

$9SBD d| JO #

SUSIN QT340 #



{zow'ezd) (199288} {28179} ogL'rii’y)  (zii'geg’l)  (zeg‘is'h)

[ (g2} (ge} (g} {55} {gg)

8L% e 625 128 Lvs 0cs # uonEzynn je103 dx3
Zig 208 908 g8y 187 oLy # UOHBZI[IN [210} ASY 18N
980°ce 5LZ°08 1872 Lrs'ee ge8°0e PSL LT # uoneZINAn jBI0 L

. : . el MaIASY SNUSASY SSOIS) 88S ‘pasealoul SaolAes 180 Ing paddolp
aseo Jod g3 1B} punoy ‘snusasy SSOIS) U0 malAal pajajdwod | 0s yonw aBueyo Jou pip Aal ssolb ‘ejep soueuea Japun (g

pauloap Bins 4O pue Buibew ‘maib s)sia 03 ‘elep aduelea sspun (g

3 pue q SuLo4 Ui paliisA ‘d] usaq aaey pInoys 4O pue 4O ussq aaey pinoys d| ‘Bucim padhy alem sjaqgel oy ‘dde go-GL-g uo ()

’ elep soueuea aul yum Buoie ejep peiuassid Sy 01 psppe ssam usalb u) swisy)

'SSJON
(zov'sze) {1.99'886) (¢e8'tv9) {ost'wLi'y)  (géb'ozss)  (zes'sis’i) awodu] }8N
ov0'grL’ZL  LILO'EYE9L  8rL'8lShi yZy'/99°/)  8/G°189'9L LZL'SLLYL sasuadxg |eloL
870’910y G0L'968'E ¥11'81L°C 19¢°210'% 089'¢88'c 160°12.'C Joa11pU| [B}OL
9L6'v./ET) oL6'7IE) 861,89 LGT'I¥EL LGT'IVE") 929'c.9 dinb3 - uogeoaidaqg
89L'GLG 891'GLS 891'GLG 908'625 908'G2S 908's2S Bpig - uoyerosideq
0000} 000°0LL 000°0L) 000'06 000'06 00006 asuadx3 pazieyde)
2010014 ££0'966 1L96°L06 850'650°'L 0E¥'056 £9v'r8 pesyYIsnO
182'9L¥ ¥0Z'20v £09'88¢ 82 vy GSS'v6E 99.'s/€ saIN
ove'sy 8Ll'Ly G9L0r 8662y 056'0% 000'6€ spunoig pue Buippng
11€'/8¢ 11€'18¢ G8.'0} 0gl'69% 0cl'e9p 00004} ey dinbg
¥20'69 689'09 YEr'¥9 9889 . 8GS'G9 9ev'e9 BuidsanesnoH
Joauipu|
866'LEL'El  906'9vy'Zl  vIE66LLL €90'069'Cl  868'/6.°CL ¥29'766'L ) 198.1Q [BJOL
968'G0E 165'G62 185682 08l 0¢ G69'68C 006'G.Z UORUINN pue pood
12L'2ey 9S1'2.e §1.'92¢ G0.L'0ey 1¥6'2LE 09v'6lE $9/|ddng JeLO pue [eoIpSIN
988'898°L 000'6¥9'1L €5/'opy'L 755'906'1 958'059'L 9ll'yLy'L so||ddng |e2ipay
LLL'el0'C YEP'E66'] ¥9.'916'L zoL'ogL'e 0vz'620'c 609'2€6'L ueg pue sexe| [[0ifed
¥26'197'8 SOr'9EL's 52G'€28’, ¥26'2/8'8 991'66¥'8 6£5'250'8 Ssueles [ejol
6L¥'€o8’L 6v.L16L%) 982zl €9v'6/8°'L G96'68. 'L 8ZL V0.1 JaylQ - seueles
S05'865'9 9LL'vre'e 689'00L'9 19¥'866'9 102'699'9 118'2¥E'9 [eolul|) - seleleg
Joaag
sasuadxg

S1/0£/60 ¥1/0S/60 €1/0£/60 ¥110¢/60 £1/0¢/60 ZH0E/60

v1izo/0L ¢L1Zo/o0L Z110/01 €1120/01 ZLL0/0} 11/10/01

0L/SLi¥ pally uonedyddy 60/51/9 pa|iy uonesyddy

Z Juswyoeny






TS ¥¥6'86F 981°'2/9 %bZ - (Pv6'B6LL) %669~ (160'6/6) ¥r9'7e6'9L  0GEPGE'GL  GLE'9/8'EL ¥6C'€GG'9L  90¥'SS8'YL  6ZL'66L'El
0se'lle  yve'sBy  981'L/9 {0} y¥a'e611) {160'626) vyO'yze'9L  0SE'PSE'SL  GLE'9/8'EL ¥6Z'€55'9L  90v'SS8'vl  6ZL'66L°El
%000 %000 %000 %000 %000 %000 %082 %08°C %08'Z %08'2 %087 %082
%lli- %00 L~ %880~ %EL L %Z0L- %680 %46, %99 L %dl L %89'8 %998 %598
%860 %EL L Yol - %CTT %lvl- %06 L %¥Z 59 %ZL 79 %G1 %9 %6199 %50°99 %6859
wr2zp9)  (ees0cs) (#2109 %60°€L- (998Zre ) %B0YL- (29.7/.0% €12'89/' 1€ 16G'89L'8C  89€'9Z8'%C 1GB'0LP'ZE  0E1'668'8Z ZPS'96v'se
(665°2) (Gar'a) 961 %L1 (6e'zsL) %GS LI~ (25% LvL) 00'€9g’l Zro'sle’l G/9'c80'}L 666'0LE°L 121'5Z2L 6/¥'€80'L
0/8'cl S¥8'9e 896'cy %ee 0L~ (951°451) %L6'6- (Z85'ZEl) 95196’} oclL'soe’t £0.'502'L 98z'ces'L G8Z'8ce’l seL'19L'L
PrLi80'L  815'CZ6 Tl£'98. %998  900'esE %90°L  88E'L¥Z 6.v'L9L's Le' L2y Lie'zsl's GeE'vL0'Y £28'70S'c 6£8'996'C
L16'0ES 655'98¢ [AAC T4 %er LGl LEL'ese %e9'CLL ¥8e'see 092'v9. 089'98S 505'Gey BvE'cee 1Z1'002 £9/'891
9¢'926 88Y'v/8 £0v'058 %60°L  EL¥'YEE %EEL  662CLE 9zZy'98¥'9 £OV'¥S6'S yLT'eSY'S 066'655'G G16'640'S 118109y
(908'829'7) (62i'8/v'T) (221'692'2) %b.92- (Z92'8LL'¥)  %G0'8Z- (978'098'S) yLL'VLL'CL  8€T'ZeZ'LlL  L¥0'006'6 0Z5'00¥'GL  £92'09.'¢L £91'69)°CL
(00L'ves)  (geg'osy)  (ges'see) %ye1Z- (1LZe'618) %.9°0Z- (£L¥'e8L) 8..'789' 151'vee'e 610°£00'c 8LY'6YE'y z6v'06.L'c zsl'spe'e
0 0 0
0 0 0
v6c'1/2)  (G6S'1€2)  2l0'. %LLLL- (0LeTiPr'S)  %GGLL- (£58°160°G) 1G8'Z69'8F  1¥6'C2S'cy  £89'20.'8E LGZ'V96'8Y  9EG vGLEV 119'669'8¢
{067 70r)  (980°8¥E)  (2G1'952) %GLvZ- (985'¢H9) %i8ve- (L¥3'149) /00961 199'9G6'L 906'2€L'L 1620092 LY. Y0ET 850610
SYL'8PS'L  TPB'PYY'L  009'09L°L %LLT  S00'v8C %¥e'S  Zys'oov 0vZ's08'LL  200'L¥S'0L  Z09'T9E'6 166'962°0L  090'968'8 Z00'209'L
9/2'692 Gl0'eEl 65L1e %96°Z-  (£86'99) %92'8- (967'89L) 19V'66Y'C z0z'eLL'e 1£9°'128'1L G81'082'C 121'0v0'2 9/¥'068'L
OL¥'veZ'L  189'€S0'L  L09'LZ6 %9L'S  99¢'LTy %9y  $S6°162 1G£'555'8 cle'ers's 985'086'9 Lv6'02e'L 7£9'889'9 6.6'850'9
(6ri'zee's) (2Z21'0L1°2) (#69'046'L) %.20°02- (0S0'€9E'y)  %P0Le- (246011 9LOISP'6L  L1L'04€°LL 198'eey'Gl 19/'¢el'Ve  ££8'0vS'6l GSS'00V'LL
(gge2c9)  (680'sHS)  (v0OG'6ER) %9P'ZZ- (ZLO'SBO'L)  %6E£TZ- (Ov0'556) 9/9'v8L'y zso'sel'e 160'62e'e ¥90'228'y 1£1'v82'y 109'v9.L'e
560 (81°0) (ge0) 6170} (92£°0) rade 689G 166 886 186 98¢
0 Lo (9z°0) (com rio) P8 85T 85T z9T zLT 8T
861 (£9) (zs1) %ze- (89 %29 (ggl) e 1402 1102 SylL'z LT vz
A ¥l vZ %0z (91) %eL- {0l 5z8 208 8/7 818 88/ a2
{gse) (£79) (215} %0LL- (924') %L - (12r'e) 980°¢E GLZ0E lev'iT Lv6'ce 8G68°0¢ ¥5.'/2
{8ol) (1v2) (ezg) %rve-  (1¥T) %eGr-  (GZE) 055 Ly £6¢ gLl 8Ll 8LL
9 ¥ [ %E9 4 %C'€ (4 69 19 G9 €9 €9 €9
(c20'1) (228) {209) %L'GL-  (685'E) %9'GL-  (56Z'¢) z9.'22 8¥z'0z Sz8'LL 1£8'ee ozL'Le zer'sl
(ge) (62 ) %r9- (L9 %e6-  (¥9) 1101 886 656 GS0'L €10l 996
L o] 4 %9z- (07 %Ly (2h) 96/ 19 €h 8SL SZL 169
6Ly 18% 865 %9'T €6l %9'¢ €92 ze6'L 90L'2 z8v's €162 612, 788'0
€ z 1 P1/0€/60 £LI0€/60 G1/0€/60 P1/0€/60 £L/0£/60 ¥1/02/60 ¢1L/0€/60 Z110€/60
S1-:F 8 N1-) FI-L) £1/20/01 ZL/L0/01 v1i20/0L €1/20/01 ZLIL0/0L €LIZ0/0L 2LL0/01 L1/L0/0L
Jep Jep Iep asueliep aguelep 0L/SLIy palyy uoneo)ddy 60/S1/9 P3|y uonesyddy

€ JuswyoERYy

ASY [B101
ASY 1d I8N
% 198Q peg
%, 1B MuEyg
% Ped
. el
19eQ ped
BU0
aien pabeuepy
{BroJswwe)
pledpaly
aJeDIpa
ale) Aueyn
suonesnpag

ejol
=2U0
a1e) pabeuepyy
su| [BloJaWwwo)
pledipaiN
QIEDIPAIN
Rueyo/ds
ASY }d $S019)
BNUSASY
2av
SO
sheq 1d
$98E] d| [B10].
uonezijn jejoL
sase) [eabing O 40 #
sose) [ealbing d| jo #
(dO/di) 201d BuiBew| jo #
s9se) sqQ 10 #
soseD dl o #
sHSINQ3 Jo #



# uceZINn 18303 dx3
# UoIEZINN [830} ASY 18N
# uonezZIA jejo L,

pauljosp 6ins 4O pue BuiBewi ‘maib susIA 03 ‘ejep soueuea Jopun (g

elep souBuRA au yuam Buoe Blep psjuasaud syl 0} pappe sism usalb Ul swwey

'SSION

saxi}
pue xdaq Jaye swoosu| JoN

dinb3 - uopeiosidag
Bp|g - uoiewaideqg

adeQ alojeq awodu} 9N
sasuadxd |ejoL

1oalipul jelo

asuadxg pazieyden

pesyleno
s

n
spunois) pue Buip(ing
jutepy dinbg
BuidseyesnoHq
Joaapuy

j0211Q [ej0L

UORLINN pUE Poo4
sa|iddng Jay10 pue [ealpaly
saliddng feolpeiy

uag pue saxe] |[oihed
sauees (ejo}

JByjQ - sauees

[eolI - saleeg

1ang

sasuadxy

$51°206 8E5'vSE £86°228 96Y'ZrL 206'cLe Z89'999°L £2r L06 £62'098 1z8'882 522°sr (ogL21g)
(4 gz zg L 51 og 0g 0z zz z ()
{7} [F4] @) £l g 197 8ip g8y 5oy 08¥ i3y
v 1z 0g 0z ¥e Zis 205 20¢ ger [Rel 9t
{553} {e¥9) {218} (gzs's) (tzv's) 980°¢e Siz'0e L289°42 L¥8'ee £58'0¢ PELLZ
e} MOIASY BNUSASY SSOID) 89S 'pPAsEBIOUl SBDIASS Jeyjo Inq paddolp aseo Jed (3 JBUl pUNO} ‘SNUsASY SS0IS U0 MaIASI Pajejdwiod | 0s yonw abueyo Jou pip AJ ssoib ‘ejep soueueA Jspun (g
3 pue g SULIo Ul paIaA ‘d| usaq aAey E:ocw dO pue dO ussq aAey pinoys dj ‘Buoim pedAy s1em sjeqge| sy ‘dde go-5L-g uo (}
821068 _.Ec.m.w 6S.'v.L8 69P°5ZL mmm.vm._‘; {Zoveze) (199'286) (2£8°1¥9) (ot vLL’y)  {zai'ozg’l) (26S°9LtSh)
G99'/Z §99'/2 zes'el 699'/2 (£6/'659) 9l6'v.E'L 9l6'v.e’)L 8G17'/89 16T 1¥E')L LG Ive’L 929'c.9
(geg'oL) (geo'oL) (geo'oL) {(8eo'oL) (ggo'oL) 891'GLG 89L'GLG 891'GLG 908'625 908'62S 908'GZ5
§G/'/06 8EG'p58 £56'L/8 96’2Vl 806'¢lLS 289'999°L €2ZV'L06 £6.'095 126'85. G889y (091°21€)
(Gor'ges)  (#65'65E)  (192.7002) %678~ (Ovr L¥Cl)  %80°0L- (66C6¥F L) 296'/62'Gl  /ZB'CS¥'PL  ZZSSLE'EL 29€'v6.'GL  12G6'808F) 68Z'9LG'El
{ove'el) (z0g'y) (£159) %Gy’ 9-  (£82°8EL) %662~ (/v ¥ey) ¥96'62LC 1209002 8yL'9LG')L YOS VLT £29'010°C 699°125°L
000'0Z 000'0C 000'02 %czeC 000702 %ZZ¢C 0000 000°0LL 000°0L ) 000°0LL 000'06 000'06 00006
0Ly €09'Ly 86Y'/G %9L6-  (520'L9) %0L°G-  (697'8Y) zoL'o0L' £€0'866 196106 850'650'L 0ev'096 oV r¥8
666'L 6v9'L 1£8'C1 %e6C-  (840°2L) %LG'L-  (266°G) 182'9Ly ¥0Z'20v £09'88¢ A:TA 4R 2 GGG'V6E 99/'G.¢
eve 828 Goe’) %v8'e (0721 %EY'L-  (585) ore'ey 8LL'\ Soe‘op 8662 0560 000'6¢
cig'1g) (erg'19) (51Z'66) Y% lL- (£18°19) %0426~ (Gve'gsy) L1€°18¢ L1€'18¢ G8L'0) 0cL'69v 0cl'69v 000°CLL
881 K/ 866°L %zl'e-  (rL'e) %LLL- o (pELl) $20'69 689'99 PEV'Y9 9€8'89 865'G9 9er'29
(S90'818)  (z66°098)  (0GZ G6L) %L88  (/GL'E0CL) %08/~ (rZS5'866) 866'LEL'EL ~ 90B6'Ob¥'eL  ¥IEBBLLL £€90'069'cl  868°/64CL ¥29'v66'L1
9LL'L 998'g 159'6 %¥8C- (629°9) %Eer - (8ELR) 968'G0E 165'G62 18G'G8T 081 v0¢ G69'68C 006'G.Z
{(rgs'e) (Ge¥) Gig's %eS€l- (6¥Z'36) %8eZL- (991 '9y) 1zL'zey 9sv'zle GL.'9zE G0L'0SY Lv6'cLE 09v'6le
(999'28)  (og8'L) Le9'ze %LGEL- (295'26T)  %9ETL- (E0L'V0T) 988'898°L  000'6Y9'L  €5L'ObVL cG5'906') 968099} LYYl
(1£5'26) (908'g8) (gp8'sL) %9~ {(g89z'/gl) %SG (9.v'ZL1) 121'€10'2 peV'e66'l ¥9.'916'L 20.'0el'e 0vz'620'c 609'2€6'L
(000'91y)  (10/81E)  (vLO6EZ) %G8~ (85%'L¥L) %lv'l-  (L¥97LE0) yZ6'Lov's Gor'ocl's GTG'ees’, ¥26'1/8'8 991°'6G¥'g 6£6'250'8
(CGZOED) ¥8L'L mot? %.l9V-  (FLL718) %GLe- (8zL29) 6L¥'€98°'L 6vL 161 9e8'2z.'L coV'6.8'L G96'68.'L 8Z.L'Y0L')
(gge's62)  (ggv'oze)  (gzi'ive) %6 (GrL'es9) %P8 (Z15'79G) G0S5'865'0 oL L'vpe'9 689'00}'9 1L9v'866'9 102'599'9 Li8'2¥E'9
€ 4 l v1/0€/60 €L/0€/60 S1/0S/60 v1/0€/60 £1L10£/60 v1/0€/60 €1/0£/60 ZLI0S/60
des) PN Jeaj €1120/01 ZH1L0/0L vLizo/oL €L120/0L ZLH10/01 €1/20/01 ZLH10/0L LLILO/0L
Jep Jep Iep aJuBLEeA aouBlIBA OLIS LIy Pally uoned|ddy 60/S1/9 paly uonesyddy

¢ juswyoeny




(6oo'ice) (G96'szz)  (669°9E2)
(cor'el) (g60°€z)  (Z¥9'62)
ps6'LL Sl £6.'¢
(Lo’ (pe6'62)  (B2G'cE)
(oge'ey)  (orz'se)  {(s0s'4)
0s. £zL'L 68Z'GL
(6oz'se)  (gos'ziL) (8¥8'pEL)
(/91) (P61} (cal)
[CED (ive) (gze)
9 ¥ 4
(/88) (ezv) (esp)
{8} {62) ()
l oL zz
6Ly 18% 865
6866 05°c6 zZ16
GT'Z66'L 99CY6'L GZ'968'L
¥8'¢61 11681 05'¥81L
8G'9GL'L  8€'8ZL'L  G800LL
€1'08L e 56'¥69
(zeecz)  (riitgz)  (05622)
¢ r4 1
Jeax Jeajp 1ed )
dJUelieA 3JueLIRA aJuelep

€ juswiyaeny

(zZ€1619)
€8’y
0zZ1'9

(804'zZLY)

{1¥v'29)

{s12'e)

{(128°08)

(999°2)
(v2)
14
(625°2)
(£9)
(02)
£61

(s1'8L)
16'625'L
61°€9l
96°LE6
LL'S8L

(85292

%0%°0-
%206
%SESL
%.S°LL
%980
%C8'61-

%0t 0-
%c0'6
%SE'GL
%LS 1L
%980
%<C8'61-

¥1/0€/60

€LI20I0L
aoueLeA

Urieey)
96/'G
G86'C
(185'68¢)
(86067}
(521'2)
(gzo'L9)
(£.62) 90Z'8l 202'GL 8ze'cl £/£'81 106'G1L L6r'ElL
{cze) 0SS Ly €6¢ 8L/ 8L/ 8l
z 69 19 G9 €9 €9 £9
{iv7'D) 288'L ovL's gLL'e 692'8 £9L'9 69L'Y
(+Q) 101 - 886 656 GS0'L c10'L 996
(zL) 95/ sl cLl GG/ Gz 169
€92 AN 90.'L z8v'. €162 612'L ¥88'9
(L221) LLEL9'Y LL'6SS'Y  0G'8hP'v 98'L/S'Y LTy 8T /GE'Y
99'zZ6%'L 82°€G6'8L  00'L6¥'8L  00°0v0'SE €0'196'9L  vE/PS'9L  GLEPL'OL
1Z'651 €962k  80'9ZZ'L  8L96L') 68'290°'L  /6'9g0'L  89LIOL
£2'606 156026  S6'¥86'S 0869/ 66'260'8  /G'9G8'.  GHP99°L
Gz'l8l 99'8le'ze 0TVl  sLEvZlz €p'885'lz 8819012  81'8b5'0Z
(¥1162) $0'€60°L  8£°990°L  8EOVO'L 96'628'L  TG/6Z'L  88'69Z'L
£110£/60 GL/0E/60  ¥1/0S/60  £LI0S/60 Y1I0S/60  CLIOE/60  ZLIOE/60
ZLL0/0L YLIZ0/0L  SLIZ0/0L  ZLILO/OL €LIZ0/0L  ZL/LOo/0L LLIL0/0L
aoueleA 0L/SLIY paly uonjesyddy 60/51/9 paly uogediddy

6ing 4O

BIng di

Buibew)

$40

dl

a3

anuaAdy s$s0I9

sase) {eaibing dO Jo #
sase)) [ea1bing 4] jo #

{dQ) sainpasold Buibew jo #
s9se) sqO JO #

S8sE) di JO #

SUSIN (T o #

awmnjop

Bing dO
Bing di
Buibew|

$40
di
a3a

abieyy soidjesen Jed



(289) (g89) (gz9) (v62) (L22) (652) feq1d [py Jad enuanay 18N [ej0L
(8z2) (o61) (zs2) g o¢ (st) Keq id [pv ted s1s0D Bunelsdo [e10L
SJUBLIBA
90 ey 969 626°C 606°C €252 (A A vev'e Keq 1d Ipv Jad anueaay joN [ejoL
(sv6'86LL)  (160°6.6) PPO'vZ6'9L  0GE'PSE'SL  GlE'9/8'el GBZ'EGS'9L  9o0ov'sSe'vL  eZL'e6L'ElL anusAsy JeN [ejoL
Keq 1d Ipv 1ed anuaaay 1o [B101L
ey 892 beLT PR N Yo' £69°C 9.1C £0LC Keq 1d Ipy J18d s)so9 Bunesedo jejol
(eiv'pee’l)  (oet'eol‘@) oro'sPL'ZL  LLO'SPE'QL  8PL'QLS'VL Yey'199'LL  8/G'1L89'9L  LZL'SLi'pL s)s0D Bupeisd( |ej01
Keq 1d Ipv Jad siso9 Bunesado jejo
(s1€'L) Glorah] 8/2'9 £ve's 69.'v 095'9 600'9 ShP's sheq jusied pajsnipy
(s50'1) (zoo'L) $£6'E 99L'c 85/ 0zz'y 192'E 20¢'e (Re@ Jed A8y dI /Ay JO) shea dO
(oLg'slz's)  (986'000°G) ZLZ'716'08  116'6J2'9C  LBL'e8e’ee 18V'66¥ LS L/L'V8E'1Z  GEL'99V'ET 8anuaAay dO [ejoL
8¢9 ££8 96.1'2 zoe's GLL'g Yov'L z8Z'L 901', Aeq 1d 1ed enuenay d|
(1e8'122) (908'0%) 809'08L'8lL  vER'ZFZLL  ZSB'8LE'QL GoL'vor'LL  8G.'69€'OL  8£6'8ZZ'GL snuaAay di [eloL
(£92) (2£2) ez 10T 10'c ove'z 8¥z'Z £h1L'Z skeq dI |eloL
(payoai109) sheq jusyed paysnipy
(ve'ivre)  (€61°150°G) 0282699y  L16'22S'Sy  2r.'20.8t Z52'y96'8y  GES'WYGL'Ey  £/9°G69'8E
(oLs'6L2's)  (986°000°S) ZlZ'TIS'08  1/6'6/2'9C LBL'€8€TT [8¥'66V LS L1L'V8E.Z  GEL'99V'ET anuaAdy dO
(1e8'122) (908'0%) 809'08L'8L  ¥E6'CYTLL  Zge'gLE'glL GOL'VOv'LlL  8G1'69'0L  8£6'82Z'SL anusAsy di
(Lve'Lvr's)  (€62°1G50°9) 028'269'8y  L16'225'Sy  Zv.'20.°8E Z92'v96'8y  GEG¥Gler  £/9'G69'8E
vL2207)  (96¥'8L6°L) 1950462 €29'/¥1L'2 LozZ'sk.'L 19g'sz'y 96/'999'¢ £76'8ZL'c Bing 4o
021'89 622'SL 9/1'10€'L 168'8€2°1L 009'2LL L L22°02L°L 121601 $68'020°L Bing d|
(svz'1sL'L)  (s25'sve'L) ovG6'606'6 669'2£0'Z S00'SPr'y ¥¥6'88.'8 0£5'06€'9 £e0'8le'y Buibew
v6'c8¢ L2l'6hy €£1'99¢€'6 Le1'228'8 Z0¥'90p'8 /8L'¢c6v'8 189'096'2 G68'G0Y' L . :leo)
(156'682) (geo'ozt) LE8'2/8'9L  ZE0'PO0'9L  ZSE'9vL'Sl 886'C6Z'9lL  /8E'TIT'GL  €p0'80Z'VL N di
(sov'p12'L)  (289'286'L) £66'699'8 ¥26'/12'8 €zL'v8l's 686°L66'6 018'99¢'6 ¥eZ'viL'8 a3
[ sSuLlo] 19d
(civ'veel)  (oeb'eol'?) or0'sbL'LL  LIO'EPE'QL  8bL'8LS'VL Per'299'2L  8.G6°189'0L  LZL'SLLWL 1daq pjout asuadxg Buneradg [e30)1
(oie'1pp's)  (£g8°150'9) /68'269'sy  L¥6'2ZS'Sy - £89'20.'8E LGZ'v96'8y  9EG'VGl'ey  2.9'G69'8E g wiio4 Jad snuanay S$S0I9 [eJ0]
(2v6'86L°L)  (060°6.6) SPO'PZ6'9L  SPE'PSE'GL  9Le'asg'cl G6Z'€SS'9L  90V¥'ee8'rl  6Zl'66L'cl  uoneaydde sad snusasy JO pue df [ejoL
969 989 £8z'c vig'e seb'e 1182 6vLC £89°¢ Aeq 1d Ipy Jad snueaay joN [ejo
(sv6'86L'L)  (160'616) PPO'vC6'9L  0GE'YSE'SL  Sle'asgel GBZ'€SS'9l  90b'GS8'vL  62L'B6L'EL anuaASY JeN [e10]
Keq 1d [py 1ad anuanay joN (€101
619 955 096°C 80¢‘c 962°¢ 889°C ovLT L't Aeq 1d Ipv 184 s3s09 Bueradg jejo
(ovv'ive'l)  (866°26%'L) Z96'/GZ'SL  /T6'TGY'VL  ZTS'SLE'EL /9€'¥6/'GL  0TG'808'FL  682'9LS'Cl sjs00 Bupessdo |ejo)
Keq 1d [pv +8d s1so9 Buneredg [ej0)
{(905°1) (yog'L) G5L'g 0/£'Y ovo'y G/8'G ¥OP'S 0Z6'y sheq ened psjsnipy
{(evz') (zz1'L) 1182 £62'2 6202 GES'e 951'e 1112 (Re@ J1ed AsY dI /A8 dO) shed dO
(v6v'P06°L)  (2£6°902°L) 1£6'822'6 850'960'8 £80'696'9 Z556'096'6 G10'9/9'8 ¥8E'0sH L enuanay do [e10L
969 989 €82’ v1G'e gev'e 1182 6v.'2 £89' Aeq 1d ied anuansy 4|
1¥G'S0L Zv8'1z. 80.'G69'/ 062'862'L €£2',06'9 £¥.'266'9 L6E'BLL'O Svl'8yl'S snuaAsy dl [e101
(c92) (2£2) vPe'e 110'C L0 ove'e 8vZ'e 5 AN A skeq dI feloL
suonesljddy sad sAeq Juaned pajsnipy
$1/0€/60 £1/0£/60 S1/0€/60 ¥1/0€/60 £110€/60 ¥1/0£/60 ¢L/0S/60 - Z1/0E/60 -
£1/20/01 ZLLooL v1IZ0/01 £1/20/0} ZLIL0/0L £L/Z0/0) Z110/0} LLL0/0L
adueueA asuelHeA 0L/SLiy paly uonesyddy 60/51/9 pally uonesyddy

€ Juau eny




€ juswyoeny

yA> 0] (69)
028'269'8 L16'CZS Sy Z¥.'20.'8E
l1£'8/8' 026'98¢’c 198'026'C
L#5'0/6'C XA WA WA Loz'sy/'L
0SS Ly £6¢
v/19'v 095V 6v'y
9/1'10€'L 168'8£T'L 009°CLL'L
69 19 G9
£G6'8l L6Y'8L ov0'sl
9%G'G06'6 669'/£0°L G00'SHi'Y
z88'. ovL'G oLL'e
1S2'L ozZ'L 96L°L
€eL'99¢'6 LeL'2/8'8 Zov'o0v's
L10°L 896 656
oLz's G868 99/
L£8'c/8'9l L£0'¥00'9L zse'orLisl
95/ Gel cL.
6LE2C v11°1¢ [ 7ANA
£66'699'8 A WAYA €TL'Y8.L .
2c6°. 90.'L z8¥',
€60°1L 990°L o¥0'L
168'269'8¥ L¥6°'22S'EY £89'20.'8¢
¥1£'8/8'¢€ 225'98¢'c 198'026'C
/SG'G06'6 969°/£0°L 986t
196'8£2'92 G91°'188'tC 0S.'zes‘cse
G20'0/9'8 866°/1Z'8 980'v8.'/,
168'269'8y L¥6°22G ey £89'20.'8¢
GL/0€/60 ¥1/0€/60 £1/0¢/60
¥1120/01 €1/20/01 ZL/1o/01

0L/SLiy paly uonesiddy

g swio4 0} g wuo Jep
 suuod jejo]
Bing

Bing 4O
Bing 4O

Bing dj
Bing d|

Buibew|
Buibew)

sS40
$q0

dl
di

asd

a4
a wo4

Bing 4O pue Bing 4]
Buibew|
$qO pue dj|

a3
9 wio4

anuaAay SS0.U9)
g wo4






Attachment 4

a2 G MK

ARCHITECTURE

Architecture

Engineering

Interior Deslign

Design-Build

Construction
Setvices

1201 Main Street Suite 2100 Columbia, SC 29201 tel: 803.256.0000 fax: 803.2565.7243 www.gmka.com

May 26, 2010

Mrs, Sandy T. Godwin

Executive Director of Corporate Planning
Cape Fear Valley Health Systems

1638 Owens Drive

Fayetteville, North Carolina 28302

Dear Mrs. Godwin;

In response to your request for an opinion relative to the comparative costs of constructing an 8 bed
hospital versus a forty-one bed hospital we offer the following assessment after reviewing the
information we received for both projects. On the surface given the proposed budgets for the two
competing projects simple mathematics indicates that the proposed 8 licensed bed hospital is
proposed at a capital cost of $34,138,515.00 which translates into a cost per bed of $4,267,314.00.
Altematively, the proposed 41 licensed bed hospital at a proposed capital cost of $92,269,192.00
translates into a cost per bed of $2,250,468.00 or approximately half the cost of the first project. This
is but the tip of the iceberg, however.

In each case the ancillary service departments provided must be comparable. There is a certain
critical mass of services that must be provided regardless of the number of inpatient beds to be
licensed. The capacity of the radiology department for example must include a full complement of
senvices as reflected in the seven fixed and two mobile modalities proposed for the 8 bed scheme.
Staffing such a department for a maximum of eight patients is highly unproductive. Nonetheless, once
the decision is made to include inpatients, observation beds and operating suites the department must
be staffed 24 hours per day seven days per week. This, notwithstanding the fact that oufpatient
utilization will be limited at best to five and one half days per week at a maximum of 8 to 12 hours per
day. On the other hand the 41 bed hospital provides a sufficient occupancy level to justify such a full
service Radiology department due to potential volumes per the number of inpatient beds.

In surgery, we note that the 8 bed hospital contemplates the provision of one Operating Suite. This is
highly inefficient as the turnaround time for procedures will severely impact throughput in a one room
suite. Additionally, any need for surgery precipitated by the Emergency Department will effectively
shut down surgery for the duration of the case causing a severe depletion in potential revenue gained
from surgical procedures. The competitive proposal with two operating suites effectively neutralizes
this defect and offers enhanced opportunities for inpatient as well as outpatient surgery and a far more
efficient utilization of Operating Suite staff.

In the area of patient support services such as medication stations, nourishment soiled and clean utility
rooms and nursing stations the 8 bed facility is at a distinct disadvantage. These services are of
necessity dictate by code and best practice to have a certain minimum size. One of each of these
services can easily support up fo 20 beds. Once again the cost of these elements on a per bed basis
is roughly halved for the 41 bed facility when compared to that of the 8 bed alterative.



services can easily support up to 20 beds. Once again the cost of these elements on a per bed basis
is roughty halved for the 41 hed facility when compared to that of the 8 bed alfemnative.

In summary, it is our considered opinion that the creation of an 8 bed hospital is an extremely
inefficient use of resources. We note in further support of this conclusion thet in the prototype for
Criical Access Hospitals of the U.S. Department of Health and Human Services the smallest
approved prototype is for 16 beds which utilizes the same basic chassis as that proposed for the 25

bed version.

If you should have any questions regarding this information, please do not hesitate to call me at your

earliest convenience. it Is a pleasurs working with you.

Sincerely,
GMK Asociates Architectural Divison Ing.

o E. Kogut, AN

Director of Architecture
North Carolina Registration No. 8097
North Carolina Registered Architectural Cormp. No. 467

C:File
Fred McMillan, CFVHS

Val Satko, GMKA
Danny Owens, GMKA
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Attachment 5

Page 309 PY1 - PY2 PYs
10/01/2012-  10/01/2013- 10/01/2014-
~ ; 9/30/2013 9/30/2014 | 9/30/2015
Total Inpatient Days 2,011 2,077 2,344
Total Inpatient Revenue $6,907,233 $7,298,290 $7,695,708
Inpt Rev per Pt Day $3,435 $3,514 53,283
Total Outpt Rev $6,969,083 $8,056,058 $9,228,937
Outpt days 2,029 2,293 2,811
Adj Pt Days 4,040 4,370 5,155
Total Operting costs $13,315,521 $14,452,929 $15,257,962
Operating cost per adj PD $3,296 $3,308 $2,960
Total Net Ptient Revenue $13,876,316 $15,354,348 $16,924,645
Net Pt Rev per adj PD $3,435 $3,514 $3,283
Page 309 - Corrected w.o. depreciation PY1 PY2 PY3
‘ 10/01/2012- | 10/01/2013- | 10/01/2014-
9/30/2013 9/30/2014 | 9/30/2015
Total Inpatient Days 2,011 2,077 2,344
Total Inpatient Revenue $15,146,352 $16,004,037 $16,872,831
Inpt Rev per Pt Day $7,532 $7,705 $7,198
Total Outpt Rev $23,556,331 $27,518,903 $31,820,026
Outpt days 3,128 3,571 4,420
Adj Pt Days 5,139 5,648 6,764
Total Operting costs w.o. depreciation $13,315,521 $14,452,929 $15,257,962
Operating cost per adj PD $2,591 $2,559 $2,256
Total Net Ptient Revenue $13,876,316 $15,354,348 $16,924,645
Net Pt Rev per adj PD $2,700 $2,718 $2,502
Page 309 - Corrected w. depreciation o PYL ; Pyz _PY3
: ~ 10/01/2012- | 10/01/2013- | 10/01/2014- |
9/30/2013 | 9/30/2014 9/30/2015
Total Inpatient Days 2,011 2,077 2,344
Total Inpatient Revenue $15,146,352 $16,004,037 $16,872,831
Inpt Rev per Pt Day $7,532 $7,705 $7,198
Total Outpt Rev $23,556,331 $27,518,903 $31,820,026
Outpt days 3,128 3,571 4,420
Adj Pt Days 5,139 5,648 6,764
Total Operting costs w. depreciation $14,518,147 $16,343,013 $17,148,046
Operating cost per adj PD $2,825 $2,893 $2,535
Total Net Ptient Revenue (5641,831) (5988,684) ($223,402)
Net Pt Rev per adj PD ($125) ($175) ($33)




