COMMENTS SUBMITTED BY PARK RIDGE HEALTH REGARDING
PROJECT L.D. NO. B-8790-12 -
MISSION GI SOUTH RELOCATION OF ONE GI ENDOSCOPY ROOM

In accordance with N.C. Gen. Stat. § 131E-185, Park Ridge Health (Park Ridge
submits these comments in opposition to Mission Hospital, Inc.'s (Mission) March 15,2012
CON application that proposes to locate one GI endoscopy room from Mission's campus in
Asheville to a location on the border of Buncombe and Henderson Counties, about four miles
from Park Ridge's front door. As these written comments demonstrate, the application fails
to comply with numerous CON criteria. The application should be denied.

I. OVERVIEW

&

This is Mission's second time applying for a CON for this project. In March 2011,
Mission filed the first version of this application. On August 26, 2011, the CON Section
denied the application and on September 2, 2011, the CON Section issued a well-reasoned set
of findings to support its decision. The CON Section correctly found Mission's application
non-conforming with Criteria 3, 4, 5, 6, 12 and 18a. A copy of the CON Section's findings
. on the first application is attached as Exhibit A. Some highlights: '

The number of GI endoscopy procedures has remained relatively
flat not just at Mission Hospital, but for surrounding providers as
well. In fact, the total number of procedures at the five GI
endoscopy providers in Buncombe and Henderson counties has
remained relatively flat or declined from FFY 2008 to FFY 2010.
According to data in the 2009 to 2011 SMFPs, a total of 32,490
procedures were performed in Buncombe and Henderson counties
in FFY 2008 and a total of 31,600 procedures were performed in
FFY 2010. From FFY 2008 to FFY 2010, the CAGR in total

procedures performed in Buncombe and Henderson Counties was
-1.38%.

Findings, page 31.

Conversely, utilization in Henderson County has decreased, as
the number of cases and procedures has decreased by 21.9% and
10.9%, respectively, over the same time period. In fact, the
number of procedures performed per room in Henderson
County's six GI endoscopy rooms in FFY 2010 - 1,362
procedures per room i—is well below the threshold in The
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Criteria and Standards for Gastrointestinal Endoscopy Procedure
Rooms in Licensed Health Service Facilities (10A NCAC 14C
.3900) that requires a licensed GI endoscopy room to perform a
minimum of 1,500 procedures per room (By contrast, the number
of procedures performed per room in Buncombe County's 11 GI
endoscopy rooms in FFY 2010 was 2,130 procedures per room).

Findings, page 32.

Furthermore, while the applicant's utilization methodology
assumes a -0.2% growth rate in the number of procedures

+ through the project years, the growth in procedures in Henderson
County has declined by 10.9% over the past two years. The
applicant proposes to locate the proposed Mission GI South
campus on the Buncombe/Henderson County line, where county-
wide, (Henderson County) GI endoscopy utilization is decreasing
more rapidly than utilization in Buncombe County. Additionally
the six GI endoscopy rooms in Henderson County are in
relatively close proximity to the proposed Mission GI South
campus — Park Ridge Hospital is approximately 5.15 miles’;
Carolina Mountain Gastroenterology Endoscopy Center is
approximately 11.70 miles; and Margaret R. Pardee Memorial
Hospital is approximately 11.80 miles. As can be seen in the
previous table, Park Ridge Hospital (the facility in closest
proximity to the proposed Mission GI South campus) performed
the fewest number of GI endoscopy cases and procedures of the
three Henderson County GI endoscopy providers. Park Ridge
Hospital performed just 676 procedures per room in FFY 2010 -
well below the threshold in The Criteria and Standards for
Gastrointestinal Endoscopy Procedure Rooms in Licensed Health
Service Facilities (10A NCAC 14C .3900) that requires a
licensed GI endoscopy room to perform a minimum of 1,500
procedures per room. Thus, there is existing capacity for
additional GI endoscopy procedures in the Mission GI South
service area. The applicant does not adequately demonstrate the
need to locate of its six existing GI endoscopy rooms on the
Buncombe/Henderson County line (literally).

Findings, pages 32 and 33.

! Google maps calculates the distance as 4.4 miles. See Exhibit B.
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Mission appealed the denial of the first application. Park Ridge and another Henderson
County endoscopy provider, Carolina Mountain, were allowed to intervene to support the
Agency's decision. Mission briefly engaged in discovery, and when it became clear that the
Agency stood behind its decision, Mission dropped the case. Mission soon thereafter refiled
the application. Copies of the Agency's depositions from the appeal of the denial of the first
application is attached as Exhibits C-E. '

Given this history, the key question the Agency must ask is: has anything changed
since 2011 that would warrant a different decision this time around?

The answer is no. The project has not changed. The location has not changed. The
service area has not changed. Park Ridge is still about 4 miles from Mission's location. And
Park Ridge's endoscopy room is still underutilized. Copies of Park Ridge's Hospital License
Renewal Applications (LRA) from 2007 to 2012 are attached as Exhibits F-K.

The following chart depicts the combined number of inpatient and outpatient GI
endoscopy cases performed at Park Ridge during the last several years:

Federal Fiscal Year Number of GI Endo Cases
2006 (2007 LRA) 901
2007 (2008 LRA) 885
2008 (2009 LRA) 762
2009 (2010 LRA) 649
2010 (2011 LRA) 676
2011 (2012 LRA) ' 608

This represents a loss of 293 cases in a six year time period.

The number of GI endoscopy procedures at Park Ridge has also declined sharply:

Federal Fiscal Year Number of GI Endo Procedures
2006 901
2007 935
2008 970
2009 826
2010 861
2011 774

See LRAs 2007-2009; see also Table 13 of Exhibit 16 of Application







As reflected on Table 13, Exhibit 16 of the Application, between 2008 and 2011, the
number of GI endoscopy procedures at Pardee Hospital declined by 1,531.

-

Park Ridge has attached the comments it filed in 2011 as Exhibit L because those
comments are as relevant today as they were in 2011. Park Ridge and other area providers are
still harmed by this project, which is nothing more than an attempt to weaken smaller providers

‘not associated with Mission. See Affidavits of Jimm Bunch and Carl Stamm, M.D. attached
as Exhibits M and N. These affidavits were submitted in connection with the litigation over
the first application, and they outline the substantial prejudice that Park Ridge and Carolina
Mountain would suffer as a result of Mission's project.

There has, however, been one important development since the time of the last
application which reinforces the correctness of the Agency's decision on the first application
and would support an Agency decision to deny the second application. Since September 2011,
the House Select Committee on the Certificate of Need Process and Related Hospital Issues has
been studying, among other things, Mission's Certificate of Public Advantage (COPA). The
COPA is an agreement between Mission and the State of North Carolina whereby Mission
must agree to operate with certain conditions. The agreement resulted from Mission's
takeover of its closest competitor, St. Joseph's Hospital, in 1995. This combination
eliminated any competition for non-governmental, acute care hospital services in Buncombe
County. The purpose of the COPA is to protect the citizens of Western North Carolina from
Mission taking unfair advantage of its market dominance.

A copy of the Committee's draft report, which was distributed on April 19, 2012, is
attached as Exhibit O. In the section entitled Findings and Recommendations, the Committee
reports:

The Committee finds that in order to effectuate the purpose of a
certificate of public advantage, which is to foster improvements
in the quality health care services, moderate health care costs,
and improve access to health care services in underserved areas,
regulatory and judicial oversight of such agreements are
necessary to ensure that the benefits of cooperative agreements
outweigh the disadvantages and reduction in competition resulting
from such agreements. |

Exhibit O, page 13. This finding relates directly to Criterion 18a of the CON Law which
requires the Agency to consider competitipn. When the Agency fails to consider competition,
it commits legal error. See Exhibit P (order of Administrative Law Judge Beecher R. Gray

granting partial summary judgment to petitioner because of the Agency's failure to consider
competition).







As the report also details, the Committee conducted a public hearing that took place in
Fletcher in October 2011. The Committee heard from representatives of both Mission and
Park Ridge, but even more important, it heard directly from area residents with no ties to
either institution. These residents very clearly expressed their concern about Mission's
existing monopoly in Buncombe County and its growing dominance throughout Western North
Carolina. See Exhibit Q. At this hearing, the public heard Mission's then-Director of
- Marketing and Web Services refer to Mission as a "monopoly" and a "500 pound gorilla." See
Exhibit R; see also YouTube video at http://www.youtube.com/watch?v=DREFrmS-ZoU.
http://www.youtube.com/watch?v =jV06W-xkUdc.

This application is a prime example of Mission acting like a 500 pound gorilla.
Mission's status as a monopoly in Buncombe County is relevant to the CON consideration of
the application because of Criterion 18a in the CON Law, which requires the Agency to
consider competition. Criterion 18a therefore requires the Agency to consider both the pro-
competitive and anti-competitive aspects of a project.

This particular project offers nothing procompetitive, such as innovative services,
increased access to healthcare, lower prices or higher quality. Rather, this project is
anticompetitive because all it does is place an unnecessary endoscopy room on the border of
Henderson County with the clear and obvious goal of taking patients away from the
underutilized Henderson County providers. Two of the three Henderson County providers,
Park Ridge and Carolina Mountain, are speaking out against this project; the third provider,
Pardee Hospital, is in a joint venture with Mission concerning the very building which is
planned to house the relocated endoscopy room, so it is obviously not in Pardee's economic
interest to say anything against this endoscopy project. See Exhibit S. Yet Pardee's own
declining endoscopy numbers (a loss of nearly 1,000 patients between FFY 2009-2011, and a _
loss of 1,531 procedures from FY 2008-FY 2011) speak volumes about the lack of need for
. Mission's project.>

As Park Ridge has said before in connection with this project, just because assets can
be moved does not mean they should be moved. The provider seeking to move assets must
demonstrate the need for the project in accordance with the CON Law. Mission has failed to
do that, for the second time.

The CON Section must apply the law. When the law is applied,'it is evident that this -
project cannot be ‘approved and that this application must be denied, for the second time.

* Page 73 of the application and Mission's Exhibit table reference a letter of support from Pardee but no such
letter is contained in Park Ridge's copy of the application.
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II. THE APPLICATION FAILS TO SATISFY CRITERION 3.

Criterion 3 of the CON Law has both a qualitative and a quantitative component. Mission
has demonstrated neither the qualitative need nor the quantitative need for its project. The first
application was found nonconforming with Criterion 3, and the second application should also be
found nonconforming with Criterion 3.

A. Qualitative factors do not demonstrate need.

In Section 3.1(a) of the application, Mission discusses the following qualitative factors in
support of the need for the project:

i

e Prevalence of Gastrointestinal disorder;

e Importance of early detection of colorectal cancer;

e Patient Protection and Affordable Care Act of 2010 (PPACA);
e Mission GI South proposed service area;

e Additional rationale for site location; &

e Ultilization of Existing GI endoscopy resources;

e GI endoscopy use rates; and

e Population growth in Buncombe and Henderson Counties.

Most of these factors were recycled from first application, and none of these factors
supports Mission's case for moving an endoscopy room approximately four niles away from a
provider whose endoscopy utilization is declining.

While no one seriously challenges the prevalence of gastrointestinal disorder and the
importance of early detection of colorectal cancer, these factors must be viewed in the context of
the existing GI endoscopy resources in the area. The fact remains that there is significant
endoscopy room capacity in Buncombe and Henderson Counties. Park Ridge and Pardee are
particularly underutilized. See page 26 of the application. The CON Section should pay
particular attention to Henderson County because part of the property Mission is using for this

project is physically located in Henderson County. See Exhibit 28 to the application, pages 480-
82. |

As far as PPACA is concerned, Mission provides no statistical information to show how
PPACA (if it survives Supreme Court challenge) will impact utilization of endoscopy resources in
Buncombe and Henderson Counties. Even Medicare's coverage for colorectal cancer screening
colonoscopies (effective January 1, 2011) had no impact on Park Ridge's endoscopy cases, which
went down FFY 2010 v. FFY 2011. The same phenomenon occurred at Pardee, which saw a
loss of 1,059 procedures between FFY 2010 and FFY 2011. See page 26 of the application.

With respect to its service area, Mission states on page 21 of the application that its
proposed facility will be "proximate to three of the fastest growing zip codes in Henderson
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County."  Park Ridge is already located proximate to these zip codes, and its endoscopy
utilization has declined, as has Pardee's. Further, Mission does not explain how many patients
who now travel from these zip codes to Mission for endoscopy would be inclined to use Mission
GI South. Mission provided no letters of support from patients, and the letter from the Asheville
Gastroenterology Associates (AGA) physician, Dr. Garrett, which is found in Exhibit 10, is
almost word-for-word identical to the AGA letter submitted in the first version, with two notable
differences: (1) AGA has lost one gastroenterologist since 2011; and (2) only Dr. Garrett signed
the letter this time, while last year, he and three of his partners signed the letter.  As was the
case with the 2011 letter, Dr. Garrett does not quantify the number of patients who would be
likely to go to Mission GI South or the number of cases he or any of his partners would be likely
to perform at, Mission GI South. Thus, the AGA letter is not helpful to assess the need for this
project.

The AGA letter is curious for three other reasons: (1) AGA owns its own five-room
endoscopy center, called The Endoscopy Center, so it is questionable that it would perform many
cases at a facility that could, at least in theory, cannibalize volume from The Endoscopy Center;
(2) the number of patients seen at The Endoscopy Center has declined by 262 patients over the
last two years; and (3) the number of procedures performed at The Endoscopy Center declined by
568 procedures in the last two years. See application, pages 26 and 339. The CON Section
cannot assume that Dr. Garrett or any of the AGA doctors will perform any cases at Mission GI
South.

Mission provides a travel time analysis on pages 21 and 22 of the application, but this
information is not relevant because outpatient endoscopy is a non-emergent, scheduled procedure.
There is no evidence in the application that any patient has had difficulty accessing outpatient
endoécopy, nor is there any evidence in the applicatibn to establish that placing an endoscopy
facility four miles from Park Ridge's front door would cause more people to have endoscopy
procedures. - Mission alludes to parking hassles and walking distances on its campus. But
Mission offers valet parking so parking hassles and walking distances do not support the need to
locate one of Mission's six endoscopy rooms offsite.  See Mission's website, which states:

Valet Parking Service

Valet parking is available at the Patient/Qutpatient Entrance on
the Memorial Campus for a $4 service charge. Our helpful valet
attendants are available to assist guests between the hours of 7:00
a.m. and 5:00 p.m., Monday through Friday. Cars can be
retrieved after 5:00 p.m. by calling the number provided on the
claim. Expectant mothers and mothers with children visiting
Women's Servcies [sic] can use valet services free of charge.

https://www.missionhospitals.org/body .cfm?id =2133. There 1s also a shuttle service. See
https://www.missionhospitals. org/ShuttleService.
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Moreover, to the extent that parking and walking distances play a role in a patient's
choice of endoscopy provider, all three of the Henderson County providers have free surface
parking. Park Ridge and Pardee also offer free valet services. The Endoscopy Center also
offers free surface parking. Parking and walking distances are no impediment to endoscopy in
this region.

Mission spends several pages discussing the growth in the area, including the fact the
Town of Fletcher is "next to the busiest Ingles Supermarket in the region," but fails to draw
any connection between this growth (which has been going on for some time) and the need for
Mission GI South. The growth is nothing new, and yet endoscopy utilization in Henderson
County declined by 853 procedures between FY 2008 and FY 2011, according to page 26 of
Mission's application.

In its discussion of utilization of existing endoscopy resources in Buncombe and

- Henderson Counties, Mission fails to acknowledge the decline in cases and procedures at The
Endoscopy Center. Instead, Mission adds its volume to that of The Endoscopy Center to show
a modest increase in Buncombe County of 278 procedures between FY 2010 and FY 2011.
Yet the fact remains that The Endoscopy Center is facing sharp volume decreases over the last
two years, and overall, it procedure volume has grown by only 44 procedures since FY 2008.
See page 26 of the application.

On page 27 of the application, in reference to the Henderson County providers, Mission
states that "total volume has remained essentially flat, while volumes at Pardee Hospital and
Park Ridge Hospital have decreased.” Volumes have not remained flat — they have
plummeted by 853 procedures between FY 2008 and FY 2011. See chart on page 26 of the
application. The experience of these hospital based providers is especially relevant to
Mission's project because Mission's project, although located on an outpatient campus, is
proposed to be hospital based. See application, page 3.

While Mission saw an increase in volume in FY 2011 as compared to FY 2010,
Mission is coming off two years of declining volume as compared to the "base year" of 2008.
As shown on page 26 of the application, Mission's historical procedure volumes are as
follows:

Fiscal Year Procedures at Mission
2008 8,942
2009 8,535
2010 8,661
2011 9,290

One year of positive growth is not a trend. Further, in comparison to FY 2008,
Mission's procedure volume in FY 2011 grew only very modestly (348 procedures). When
allocated among the six endoscopy rooms at Mission, this is only 58 more procedures per
room FY 2008 v. FY 2011.






Likewise, as reflected on page 35 of the application, Mission's number of cases has -
grown only very modestly:

Fiscal Year Cases at Mission
2008 7,064
2009 6,741
2010 6,563
2011 7,073

Thus, comparing FY 2008 to FY 2011, Mission has only added 9 cases. It is not
reasonable to take a snapshot of 2010 and 2011 and suggest that there has been significant
growth because one year is not a trend. Rather, the CON Section should look at utilization

over a multi-year period. When the Agency does so, it is obvious that Mission's volumes are
not growing.

Moreover, as shown on page 26, total procedure volume in Buncombe County is
essentially flat. The difference in procedures between FY 2008 and FY 2011 is 392. When
allocated among the eleven endoscopy rooms in Buncombe County, this is only 35.6 more
procedures per room FY 2008 v. FY 2011.

Fiscal Year Procedures in Buncombe County
2008 23,312
2009 23,517
2010 23,426
2011 23,704

These numbers are not indicative of an unmet need for endoscopy services in Fletcher.

Mission's discussion of endoscopy use rates on page 27 of the application shows
declining use in Henderson County and no growth in Buncombe County. These facts do not
support the need to relocate an endoscopy room to Fletcher.

Finally, with respect to population growth, Buncombe and Henderson Counties are
projecting modest population growth overall and slightly higher population growth in the 55
and older age cohort. See application, pages 27-30. But Western North Carolina has always
been a popular destination for retirees, and yet the endoscopy volumes in Henderson County -
have declined, and the outpatient endoscopy center in Asheville has lost significant volume.
Again, Mission fails to reconcile these facts with its proposal to move an endoscopy room to a

location about four miles from a severely underutilized endoscopy room that offers all of the
"convenience" factors that Mission touts.

B. Quantitative factors do not demonstrate need.

In Section 3.1(b) of the application, the applicant is required to provide statistical data
supporting the need for the project. Mission does not demonstrate the quantitative need for its
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project because its utilization projections for the endoscopy room are unreliable and overstated
and the patient origin projections are flawed and inaccurate.

As seen on page 35 of the application, Mission uses a short interval of historical GI
endoscopy utilization between the years of 2008 and 2011 in order to contrive a positive
growth rate for its methodology. Mission is mainly relying on a one-year increase in volume
FY 2010 v. FY 2011 (see page 35 of the application, which states that "Mission decided to
utilize fiscal year data from the 2012 Mission Hospital LRA as the base rate for
projections..."). One year is not a trend, and is not an accurate base from which to measure
future volume growth.

The historical data show that this positive growth rate is unreliable because Mission’s
longer term data for endoscopy from 2004-05 through 2010-11 more accurately shows
declining utilization. The following table provides Mission’s GI endoscopy utilization data
showing the decline in the number of outpatient cases:

Mission Hospital 2004-05 | 2010-11 Change

Inpatient GI Endoscopy Cases 2,683 2,640 | -1.60%
Ambulatory Endoscopy Cases 4,708 4,433 | -5.84%
Total Cases 7,391 7,073 -4.30%

Sources: 2006 and 2012 Hospital License Renewal Applications

For the same period, the patient origin data demonstrates that fewer patients from
Buncombe and Henderson Counties chose to obtain GI endoscopy at Mission. These statistics
prove that decreasing numbers of patients from Buncombe and Henderson Counties obtain GI
endoscopy performed at Mission.

Mission Hospital Gl Endoscopy Cases |2004-05 (2010-11 |[Change
Buncombe 4,601 3,951 -14.13%
Henderson 517 506 -2.13%

Sources: 2006 and 2012 Hospital License Renewal Applications

Patients from Buncombe and Henderson Counties have more abundant access to both
hospital-based GI endoscopy procedure rooms and those in licensed ambulatory surgical
facilities as compared to counties to the north contiguous to Buncombe. The following map
shows the availability of GI endoscopy procedure rooms. There are no barriers to access at
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existing facilities that provide GI endoscopy procedures.

Map of Buncombe and Contiguous Counties

Madison

Haywood ¥ Buncombe

3

Rutherford
Hospitals

A Licensed ASC with Gl Endoscopy

The current geographic distribution of endoscepy procedure rooms allows convenient
access for Buncombe and Henderson residents due to the concentration of 17 GI endoscopy
procedure rooms at five licensed facilities. In contrast, Madison and Yancey Counties, both
- north of Buncombe, lack convenient access to endoscopy procedure rooms.

The following table also shows the comparable lack of access for residents of Madison
and Yancey Counties as compared.-to the other counties in the region.
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2011 Population per|
Licensed Licensed GI
. Endosopy 2011 Endoscopy
County Licensed Facilities - |Facility Type Rooms Population | Procedure Room
Buncombe Mission Hospital / Asheville Surgery Center Hospital 6 235,768 21,433
The Endoscopy Center Gl ASC 5
Haywood Haywood Regional Hospital 3 58,749 19,583
‘ Carolina Mountain Gl Endoscopy Center Gl ASC 2
Henderson Pardee Hospital Hospital 3 109,038 18,173
Park Ridge Health Hospital 1
Madison:: No Facility: : S : . NA 20 21,115 NA
McDowell McDowel Hospital Hospital 1 45,307 45,307
Rutherford Rutherford Hospital Hospital 2 64,385 32,193
Yancey. No Facility:- : NA-. 0 18,738 NA
North Carolina |99 Hospitals and 67 ASC Endoscopy Centers 452 9,586,227 21,208

Madison and Yancey Counties, with a combined population of nearly 40,000 persons,
have sufficient demand to support one or more GI endoscopy procedure rooms. Clearly the
proposed project does nothing to improve patient access for the Madison and Yancey
populations as it proposes to take one room in Asheville and move it further away from
Madison and Yancey Counties It must be noted that Buncombe, Madison and Yancey
Counties are a multi-county service area for purposes of operating rooms and endoscopy
rooms, so Mission does have the ability to relocate endoscopy rooms to Madison and Yancey
Counties, where there are no existing endoscopy rooms. Yet, instead of reaching out to those
communities, Mission is proposing to relocate an endoscopy room to a community that is
surrounded by underutilized endoscopy resources. Thus, it is clear that the aim of Mission's
project is to shift utilization away from the existing providers in Henderson County while
ignoring the needs of patients in counties to the north where Mission has no competitors.

The application unreasonably forecasts to immediately begin performing 22 percent of
its total hospital outpatient GI endoscopy procedures at Mission South GI even though the
project relocates only 16.7 percent of its total endoscopy room capacity. This projection is
unrealistic; page 9 of the application states that procedures will be performed only between 8
am and 3 pm, which limits access to fewer hours than procedure rooms at Mission Hospital’s
main campus.

Utilization projections for the project are inaccurate because the proposed single
endoscopy procedure room would not support scheduling efficiency or high utilization for
gastroenterologists because between each case the physician has to wait for the single
procedure room to be cleaned and readied for the next patient. The American
Gastroenterological Association advises:

Allow two procedure rooms per physician per session: to
maximize- physician time and the number of procedures that can

be performed in a session, allowing the physician to move from
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one room to another with no down time is critical. The patient
should be prepped and ready for the procedure before the
physician walks into the room. As soon as the procedure is
finished, the physician should complete the procedure report and
walk directly into the next room where the patient is waiting and
ready for the next procedure. While the procedure is being
performed, the first patient is taken from the procedure room into
the recovery area, the scope is replaced, the room is cleaned and
the next patient is brought into the procedure room. *

See Exhibit T.

The historical utilization for Mission and The Endoscopy Center in Asheville has been
performed with the availability of multiple GI endoscopy procedure rooms at each facility
location to promote scheduling efficiency and physician productivity. No documentation is
provided to explain how the one proposed GI procedure room at Mission GI South can safely
perform 22 percent of the total outpatient volume of Mission.

Utilization projections for the single GI endoscopy room at Mission South GI are not
substantiated by letters of support from gastrdenterologists expressing their willingness to
perform a specific numbers of procedures. The support letter from Asheville Gastroenterology
Associates’ CEO, John W. Garrett, MD, includes no estimates of the number of physicians
that are committed to perform procedures in the proposed GI endoscopy room, or an estimate
of procedures that these doctors would perform at Mission GI South. Asheville
Gastroenterology Associates has offices in Asheville, Marion and Spruce Pine which means
that all of these physicians would likely be driving greater distances to perform procedures at
Mission GI South as compared to their current office locations. Therefore the overall
productivity of any gastroenterologist will be diminished due to the time driving to and from
Mission GI South. These physicians also have access to five of their own GI endo rooms. The
applicant does not explain why the physicians would be willing to deprive their own practice of
revenue (i.e., the facility fee) so that they could perform procedures at Mission GI South.

Patient origin projections are unreliable because, contrary to the applicant’s projections,
the actual number of patients from Henderson and Buncombe Counties that obtain GI
endoscopy procedures at Mission has not increased.

? www. gastro.org Maximizing Efficiency in Your ASC or Office Endoscopy Unit
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Increase or | Increase or

(Decrease) | (Decrease).

Mission Hospital Gl Endoscopy Between LRA |Between LRA

Patient Origin Periods Periods

. 2006 LRA 12008 LRA 2012 LRA 2006 to 2012 |2008 and 2012
Buncombe 4601 4561} | 3951 ’ -650} -610
Henderson 517 509 506} ~11) -3
Haywood 355 390 409 54 19
Madison 378 425} 363} -15}: -62
McDowell 323 351 362 39 11
Yancey i 233} 267 221} ~-12f -46
Translyvania 155 181 151} =4 -30
Mitchell 110 143 145 35 2
Macon 107 103 136 29 33
Jackson 102 111 127 25 16
Burke 84 120 116 32 -4
Cherokee 78 94 118 40 24
Swaim 60 65 79 19 14
Rutherford 36 73 95 59 22
Clay 31 11 24 -7 13
Graham 28 31 47 19 16
Polk 23 25 32 9 7
Avery 20 31 29 9 -2
Catawba 13 13 8 -5 -5
Caldwell 11 21 16 5 -5
Other NC 39 47 38 -1 -9
Other States: - 117 122). -~ 1004 - ~17)0 -22
: 7421 7694 7073 o =348F 2621

The fact is that the number of patients who are having GI endoscopy is going down.
This is true not just at Mission but also at Park Ridge, Pardee and The Endoscopy Center. For
example, according to Park Ridge's 2010 LRA, 649 patients had endoscopy procedures at Park
Ridge. That number rose modestly in the 2011 LRA to 676 patients,. but then plummeted to
608 patients in the 2012 LRA. At Pardee, the number declined from 3,427 patients as
reported in the 2010 LRA to 2,511 patients as reported in the 2011 LRA to 2,469 patients as
reported in the 2012 LRA. This is a decline of 958 patients from FFY 2009-2011.
According to its 2010 LRA, The Endoscopy Center served 11,129 patients, but that number
declined to 10,980 patients in the 2011 LRA, and declined again to 10,867 patients in the 2012
LRA. This is a loss of 262 patients between FFY 209-2011.
that it would be reasonable to expect these trends to reverse.

The applicant does not explain
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In the findings for the first version of the application, the Agency noted on page 31 that
the number of endoscopy procedures in Buncombe and Henderson Counties FFY 2008 to FFY
2010.  The 2012 LRAs report 31,329 procedures in the two counties for FFY 2011.
Compared to FFY 2010, this is a decline of 271 procedures. The applicant does not explain
how this trend will reverse itself.

Constructing a medical office building that straddles the county line between Buncombe
and Henderson Counties could easily cause confusion for law enforcement, emergency
services, and fire and rescue personnel. The Mission application fails to provide accurate
distances and travel times to the nearest emergency services that would respond to emergencies
at the facility. Furthermore, the application fails to explain whether an endoscopy patient
experiencing a life threatening emergency should be transported seventeen miles back to
Mission or to the nearest hospital emergency department at Park Ridge, approximately four
miles away.

III. THE APPLICATION FAILS TO SATISFY CRITERION 3A.

This project proposes to move an endoscopy room from the campus of Mission, which
is closer to Madison and Yancey Counties. These two counties have limited health care
services and no endoscopy room. Instead of putting an endoscopy room in one of these two
counties, or on the border of these two counties, to enhance access for these patients, Mission
proposes to locate the endoscopy room at the border of Henderson County, which is saturated
with excess endoscopy room capacity. Mission does not explain how the relocation will
impact the residents of Madison and Yancey Counties, who are not likely to travel to southern
Buncombe County to receive endoscopy services. Accordingly, the application should be
found nonconforming with Criterion 3a.

IV.  THE APPLICATION FAILS TO SATISFY CRITERION 4.

The first version of this application was found non-conforming with Criterion 4, and
the second version should also be found non-conforming with Criterion 4.

The application fails to adequately demonstrate the need to relocate one of its six
existing endoscopy procedure rooms to the Buncombe/Henderson County line. Thus, the
applicant fails to demonstrate that it has chosen the least costly or most effective alternative, as
required under Criterion 4. Based on the applicant’s preliminary site plan in Exhibit 6, the
parking lot, building entrance and common space that are required to access the proposed
endoscopy room are located within Henderson County. See also Exhibit 28 to the application,
which are the deeds to the property; one of the deeds was recorded in Henderson County.
Exhibit 29 shows the county line slicing through the land and the MOB.  Based on this
configuration, the application fails to demonstrate that the proposed hospital-based endoscopy
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procedure room and all related space utilized by endoscopy patients will be entirely located
within Buncombe County. Arguably, Mission is increasing endoscopy capacity in Henderson
County, which was a problem identified in the first application. See Exhibit B, page 35.

Capital cost estimates for the proposed project are unreliable because the facility plans
and allocation of space omit the patient registration area and a waiting area for the patients and
family that will utilize the procedure room. Furthermore, as discussed in the comments related
to Criterion 12, the application fails to adequately demonstrate that the proposed design is
consistent with hospital licensure rules, construction standards and Medicare conditions of
participation that require adequate separation from other building occupancies.

The application is not conforming to all applicable statutory and regulatory review
criteria. See Criteria (1), (3), (5) and (6) and (12). Consequently the proposed project is also
nonconforming to Criterion 4.

V. THE APPLICATION FAILS TO SATISFY CRITERION S.

The first version of this application was found non-conforming with Criterion 5, and
the second version should also be found non-conforming with Criterion 5.

The application fails to provide reasonable projections for capital costs:

According to the lease term sheet, Western North Carolina Healthcare Innovators LLC
is committed to make tenant improvements for the endoscopy project. However, Western
North Carolina Healthcare Innovators LLC is not listed as a CON co-applicant and the
projected capital cost to be incurred by Western North Carolina Healthcare Innovators LLC is
omitted.

Capital costs for the project are inaccurate because the facility plans fail to include the
space needed for patient registration and patient waiting. As Ms. Frisone testified in the
litigation involving the first version of this application: "Mission was required to include all
costs which would make that space licensable as part of the hospital for the provision of GI
endoscopy services." See Exhibit D, p. 117. This includes patient registration and patient
waiting space.

The application provides inconsistent information for the projected payor percentages
for outpatient GI endoscopy procedures to be performed at Mission South. Page 81 of the
application provides the following information.
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14.

OIECTED EASES ASESTALS
Self Pay/Indigent/Charity 4.1%
Medicare / Medicare Managed Care 50.1%
Medicald 13.6%
Commercial Insurance 1.0%
Managed Care 27.8%
Qther (Spacify)” . 3.4%
TOTAL 100,0%

*Other includes Workers Comp & State Employee Benefit Heelth Plan

For the proposed project, provide the following information for the second year of
operation following completion of the project. Provide all assumptions utilized in
determining these figures.

Form D on page 113 contains inconsistent payor percentages as compared to the above table:

Self Pay/Indigent/Charity 5.2%
Medicare/Medicare Managed Care 44.04%

Medicaid 9.79%
Commercial 0.71%

Managed Care 35.17%
NC State, Other, Workers 5.10%
Total 100.0%

The applicant fails to provide historical information or assumptions for payor
percentages for the outpatient GI endoscopy procedures.

Revenue projections are inaccurate and overstated because the projected utilization is
unreliable as discussed in the Criterion 3 comments.

Net revenue for this project is greatly overstated because the applicant unreasonably
expects to receive ever increasing reimbursement. Page 116 of the application (incorrectly
labeled as Form D) shows that by Year 3, Mission expects to be collecting 23 percent more
revenue per case as compared to its 2011 reimbursement. '
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Projected Total Reimbursement per Case YR1 YR 2 YR 3
10/01/10 10/01/2015
to 10/01/13 to|10/01/2014| to
FormD 09/30/11] Intervening Years | 9/30/14 | to 9/30/15 | 9/30/2016
Total 1,870 Not shown 2,117.33] 2,209.01| 2,305.72
Percentage increase over 09/30/11 amount 13.2% 18.1% 23.3%







Operating expensés are inaccurate and understated because the anesthesia/conscious
sedation staff and business office staff for the proposed project are omitted from the staffing
tables and financial projections.

VI. THE APPLICATION FAILS TO SATISFY CRITERION 6.

The first version of this application was found non-conforming with Criterion 6, and
the second version should also be found non-conforming with Criterion 6.

The applicant fails to demonstrate that the proposed project to be located on the
Buncombe/Henderson County line would not unnecessarily duplicate existing GI endoscopy
facilities.

i

Historical patient origin data demonstrates that fewer patients from Buncombe and
Henderson Counties chose to obtain GI endoscopy at Mission.

Mission Hospital Gl Endoscopy Cases|2004-05 [2010-11 [Change
Buncombe 4,601 3,951 -14.13%
Henderson . 517 506 -2.13%
Sources: 2006 and 2012 Hospital License Renewal Applications

The proposed project is about four miles from Park Ridge (Henderson County) which
has one underutilized GI endoscopy procedure room. During the previous year 608 endoscopy
cases were performed at Park Ridge Hospital. Assuming at least one procedure per case, the
endoscopy utilization at Park Ridge Hospital is far below the 1,500 annual procedures
threshold as defined by 10A NCAC 14C.3900. ' -

The proposed project is approximately 11.8 miles from Margaret R. Pardee Hospital
and 11.7 miles from Carolina Mountain Gastroenterology Endoscopy Center. For the year
ending September 20, 2011, endoscopy utilization in the 3 procedure rooms at Margaret R.
Pardee Hospital totaled 3,031 procedures for an annual average of 1,010 procedures per room.
Therefore these procedure rooms have available capacity. With underutilized GI procedure
rooms at Park Ridge Hospital and Margaret R. Pardee Hospital, the proposed relocation of an
endoscopy procedure room to the Buncombe/Henderson County line would unnecessarily
duplicate existing GI endoscopy facilities.

VII. THE APPLICATION FAILS TO SATISFY CRITERION 7.

The scope of services table on page 7 of the Mission application is incomplete with four
blanks as illustrated below:
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Procedural Area fNs, Endoscopy
(Facility Compenent) X N/A N/A Technician | 2012013
‘ Gastroenterologists,
Procedural Area cradentialed by Mission to
{Professional Component) N/A X practice at Mission Gi 10/1/2013
‘ South
Post-Operative Area X N/A N/A RNs 10/1/2013
Anesthesia/Conscious TR T
: ¢
o | X EANO|  CBLANKD | 10/z0m3
Business Functions
{Phone Coverage, e
Insurance Verification, X N/A N/A (BLANK ) 10/1/2013
Scheduling, Charge Entry “‘"”'
~ Existing Mission staff)
Business Functions AT
{Reception, Registration) X N/A \M) 10/1/2013

The applicant is not permitted to amend the CON application by providing the omitted
information to remedy this deficiency.

The proposed staffing for the project is shown on pages 82 and 83 of Section VII.
Anesthesia/conscious sedation staff are also omitted from the staffing tables and financial
projections for additional staff. However, the provision of anesthesia /conscious sedation is an
essential clinical service that has been integral to the types of GI endoscopy procedures that
have historically performed at the Mission campus.  There is no evidence in the application
explaining how this essential service will be provided at Mission GI South, i.e., through
CRNAs, the anesthesiology group that serves Mission, or someone else. A business office
consultant position for reception and registration identified in the table on page 7 is omitted
from the Section VII staffing tables on pages 82 and 83. No other staff positions for this
function at Mission GI South re identified in the application.

Mission may try to explain away these discrepancies by stating that existing ancillary
and support services and staff are in place to support the endoscopy service at the proposed
new location. However, such an explanation is unsatisfactory because the CON application
does not document that a specific number of staff are presently available to provide anesthesia /
conscious sedation for GI endoscopy at Mission GI South and still provide sufficient coverage
for the endoscopy procedure rooms at the main campus. Also, no information is provided in
the application regarding the current availability of registration staff and a business consultant
that are only partially described in the incomplete table on page 7.
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VIII. THE APPLICATION FAILS TO SATISFY CRITERION 12.

The first version of this application was found non-conforming with Criterion 12, and
the second version should also be found non-conforming with Criterion 12.

The application fails to provide sufficient plans to demonstrate that the proposed space
conforms to the hospital licensure rules and construction standards for the provision of
endoscopy procedures that involves conscious sedation and anesthesia. Specifically, the
facility plans fail to adequately show how patients, family members and staff would be able to
quickly exit the hospital-licensed portion of the medical office building in case of an
emergency.

The endoscopy floor plans provided on page 190 of the application are deficient for
multiple reasons:

e Omitted from the plan are the patient reception and registration and patient waiting
areas that are specifically required for the patients obtaining hospital-based endoscopy
service. The omissions of these spaces from the facility plans and the table on page
104 of the application cause the project construction costs and capital costs to be
inaccurate and understated.

e Within the endoscopy suite there is one space labeled “ENDO PROC ROOM” that
appears to be approximately 200 square feet. Immediately adjacent to this room is the
mirror image space of approximately 200 square feet labeled “STORAGE” that is
designed as a second endoscopy procedure room.

e The public areas and common areas of the medical office building that will be used by
endoscopy patients and family have not been identified in the facility plans.

o Hospital licensure rules and CMS require that the endoscopy department have physical
separation from other non-licensed space. The application contains no documentation
of this.

e The application fails to demonstrate that the proposed hospital-based endoscopy
procedure room and all related space utilized by endoscopy patients will be entirely
located within Buncombe County.

Page 586 of the application provides the lease term sheet between the landlord, Western
North Carolina Healthcare Innovators LLC and Mission Hospital, Inc. The lease term sheet
contradicts the capital cost information on page 91 because some capital costs related to the
endoscopy project will be the financial responsibility of Western North Carolina Healthcare
Innovators LLC as follows:

“Landlord will perform tenant improvements based on the tenant’s requirements.”

“Landlord will provide a tenant an improvement allowance equal to 25% of the total
cost of the premise improvements.”
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The landlord improvement allowance (equal to 25 percent of the total cost of the
premise improvement) that is discussed in the term sheet contradicts the statement on page 90
B. b “Western North Carolina Healthcare Innovators LL.C will not incur any capital
expenditure associated with the devélopment of the endoscopy suite.”

Thus, this application appears to suffer from the same problem as the first application,
i.e., the landlord appears to be incurring some expense related to a new institutional health
service and therefore should have been included as a co-applicant.

Further, Mission has included in Exhibit 35 a request for exemption for the MOB in
which the endoscopy room is proposed to be located. At her deposition in the litigation
involving the first version of this application, Ms. Frisone testified:

Q. If the medical office building itself is exempted from certificate of
need review, then the developer would not need to be an applicant?

A. The building is exempt to the extent that it doesn't include new
institutional health services. And I guess I will go ahead and say this:
Knowing what I know now, I question whether the exemption from
review letter, which is based solely on this letter attached to it, whether
we should have granted an exemption.

Exhibit D, pp. 120-121. | See also page 121: "And what we're saying is, that the
application, as submitted, contains insufficient information to assure ourselves that the

developer is not incurring cost that would result in the offering of a new institutional health
service."

Thus, a question remains whether the exemption for the MOB was properly granted,
and whether the developer should have been a co-applicant. The second version of this
application does not answer these questions.

Also not explained is why the applicant is increasing the square footage of the
endoscopy suite by 1,100 square feet over the first version. Compare page 586 of the
application to Exhibit U, which is the lease term sheet from the first version.

IX. THE APPLICATION FAILS TO CONFORM TO CRITERION 13C.

The application fails to conform to Criterion 13c due to inconsistent information
regarding payor percentages and the omission of assumptions.

The Mission application provides inconsistent information regarding the payor
percentages for the proposed project as shown in the following table:

Page 81. '
Section VI Page 115,
Response to | Financial Section
Question 14 Form D
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Self Pay/Indigent/Charity 4.10% 5.20%

Medicare / Medicare Managed

Care 50.10% 44.04%

Medicaid 13.60% 9.79%

Commercial Insurance 1.00% 0.71%

Managed Care 27.80% 35.17%

Workers Comp & State

Employees 3.40% 5.10%
100% ' 100%

No aésumptions are provided for the payor percentages in Section VI of the application
or in the financial information on pages 115 or page 117. Accordingly, the application should
be found non-conforming with Criterion 13c.

X. THE APPLICATION FAILS TO SATISFY CRITERION 18A.

The first version of this application was found non-conforming with Criterion 18a, and
the second version should also be found non-conforming with Criterion 18a.

Mission is an admitted monopolist in general acute care hospital services in Buncombe
County. See Exhibit R. See also Exhibit V, which is Mission's market share report from its
most recent COPA filing. It shows that Mission has a 90.5% market share in Buncombe
County and a 28.2% market share in Henderson County.

Mission controls six of the eleven (55%) endoscopy rooms in Buncombe County. -If the
representations of Mission's application are to be believed, the owners of the only competing
endoscopy service in Buncombe County, The Endoscopy Center, have capitulated to Mission's
project, even though their own facility has suffered losses. Thus, Mission appears to have
neutralized competition with The Endoscopy Center.

This project, which proposes to situate an endoscopy room on the border of Buncombe
and Henderson Counties, seeks to expand Mission's dominance into Henderson County.
Pardee, with its struggling endoscopy service, has capitulated and apparently supports
Mission's project. See also page 64 of the application ("Together, Mission Hospital, The
Endoscopy Center . . . and Pardee believe that this proposéd solution is the best solution to
meet future needs of the defined service area."). Thus, of the seventeen endoscopy rooms in
Buncombe and Henderson Counties, Mission controls or has effectively neutralized
competition with 14 of them, which equates to 82% of the total. The two independent
providers of endoscopy, Park Ridge and Carolina Mountain, are squarely in Mission's line of
fire.
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On page 73 of the application, Mission provides the following discussion relative to
Criterion 18a: ‘

Throughout the planning process for the proposed project,
Mission received input that additional outpatient services with
better accessibility and ease of access were needed. In addition,
the proposed project responds to market pressures to shift more
and more services to outpatient settings.  Therefore, the
development of a new outpatient location which improves access
to preventive care and early detection of disease responds to the
needs of the community.

In addition, Mission has expanded and will continue to expand
tertiary care services; as a result the main campus has become
larger and more congested. Finding a parking place in one of
Mission's parking decks and traversing the medical campus to
outpatient admission can take an additional 20 minutes on
average which negatively impacts patient satisfaction. The
proposed Mission GI South location will allow parking that is
much more accessible and user-friendly.

The proposed project is necessary to improve the delivery of
outpatient GI endoscopy services by Mission to the population
currently served by Mission. The proposed relocation of one
licensed GI endoscopy room from the Mission Campus to
Mission GI South will expand access and choice for residents of
the rapidly growing population of southern Buncombe County
who require outpatient GI endoscopy services and currently
drive to ‘the main Mission campus. Mission GI South in
Southern Buncombe County will be desirable to healthcare
consumers and physicians in the community because it will
provide high quality patient care in a location that is convenient
and easily accessible.

Application, page 73.

This answer is deficient for several reasons. First, and most obviously, it does not
address competition at all.  Second, there is no evidence in the application that accessibility,
ease of access, parking or walking are issues in Buncombe or Henderson Counties regarding
outpatient endoscopy services.  Third, the notion that this project will expand choice for
patients is false. This project is merely a reconfiguration of the monopolist's assets; the only
"choice" the patient is being given is a choice where to receive Mission's services. This
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project does not promote choice among providers in the broader sense. Park Ridge, which
offers all of the conveniences Mission touts, is only four miles away and has plenty of
endoscopy capacity. Fourth, there is no evidence in the application that allowing Mission to
relocate an endoscopy room off campus to the border of Buncombe and Henderson Counties
will improve quality or lower costs. Fifth, to the extent that this answer suggests that Mission
will only serve "Mission's patients" the reader should not be mislead into thinking that Mission
will not try to attract patients who might go to Park Ridge, Carolina Mountain, Pardee or The
Endoscopy Center.  The facility will be open to all endoscopy patients, and presumably,
Mission will promote its services to all patients. There is no discrete class of "Mission ,
patients."  Mission presumably will not put up a sign on the door of the building warning
those who are not "Mission patients" to stay away. Mission's choice of location, a mere four
miles from Park Ridge, was not a coincidence.

As noted previously, the Agency is required to analyze Criterion 18a independently
and to assess the impact of competition. See Exhibit P. The Agency correctly found the first
version of the application nonconforming with Criterion 18a, and it should do so again with
this second version. Apart from the deficiencies in the answer on page 73, the application
fails to satisfy Criterion 18a because:

e Ultilization projections for the project are unreasonable.

e Unreasonable utilization projections cause the financial projectibns to be incorrect.

e Financial projections are inaccurate due to the omission of anesthesia staff and business
office positions.

o The applicant fails to demonstrate that it is reasonable to expect to achieve a 23 percent
increase in reimbursement by the third year following completion of the project.

o The applicant, an admitted monopoly in its home county, is locating an endoscopy
room about four miles from a smaller competitor in a county with significant declines
in endoscopy volume.

e Mission's takeover of its closest competitor, St. Joseph's Hospital, in 1995 resulted in
market dominance for hospital licensed services in Buncombe County including all six
GI endoscopy procedure rooms under the combined hospital’s license. The Endoscopy
Center with five GI endoscopy procedure rooms is the only other provider in Buncombe
County and has been providing outpatient services since 1991. In contrast to other
counties of similar size, Buncombe County has few GI endoscopy providers:

County # Licensed Hospitals # Licensed Ambulatory
with GI Endoscopy Surgical Facilities with
Procedure Rooms GI Endoscopy
Procedure Rooms
Buncombe 1 1
Cabarrus 1 2
Cumberland 2 3
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New
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e With this comparative lack of competing facilities in Buncombe County, the proposed

project to relocate an existing licensed GI endoscopy procedure room to Mission South
is anti-competitive because the proposed project will not increase the number of
licensed providers for endoscopy services within Buncombe County. Consequently the
GI endoscopy market will still be divided between the same two licensed providers.
Both the number of licensed GI endoscopy providers and the number of procedure
rooms in Buncombe County will remain unchanged. Consequently the proposed project
provides no competitive pressure for improved quality, no incentive to extend hours of
operation, no new price competition that would allow patients to have access to more
affordable healthcare.

The application fails to show how relocating a single GI endoscopy room will result in
cost effectiveness services. Instead of cost savings to patients, the applicant projects to
increase its average reimbursement per case by 23 percent from the 2011 amount of
$1,870 to the projected 2016 amount of $2,306.

CONCLUSION

For the reason set forth above, Mission has failed, for the second time, to demonstrate

the need to relocate one of its endoscopy rooms to the Buncombe-Henderson border.
Accordingly, the CON Section should deny this application for the second time.
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ATTACHMENT - RJ_,QUIRED STATE AGENCY fH\IDB\!GS

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

DECISION DATE: August 26,2011 -
FINDINGS DATE: September 2, 2011

PROJECT ANALYST: Gebrette Miles
ASSISTANT CHIEF: Martha Frisone

PROJECT ILD. NUMBER: B-8638-11 / Mission Hospital, Tne / Relocate one ' gastrointestinal

(GI) endoscopy room from the hospital’s main campus m Asheville
to Fletcher / Buncombe County :

REVIEW CRITERIA FOR NEW INSTITUTIONAL HEALTH SERVICES

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

08

The proposed proj ect 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, operatmo rooms, or home health offices that
may be approved. .

NA

Mission Hospital, Inc. proposes to relocate one éxisting gastrointestinal (GI) endoscopy
room from the hospital’s main campus in Asheville to Fletcher (Buncombe County). The
relocated GI endoscopy room will be licensed as part of the hospital. The applicant does
not propose to increase the pumber of GI endoscopy rooms, increase the number of
licensed beds in any category, add services, or acquire equipment for which there is a
need determination.in the 2011 State Medical Facilities Plan (SMEP). Consequently,
there is no need determination in the 2011 SMFP applicable to the proposed project.
Furthermore, there are no policies in the 2011 SMFP which are applicable to- the

“proposal. Therefore, this criterion is not applicable to this review.

Repealed effective July 1, 1987.

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
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Mission Hospital
Project [D # B-863§8-11
Page 2

- which all residents ot 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.

NC

Mission Hospital, Inc. currently operates six lcensed gastrointestinal (GI) endoscopy
rooms on its main campus, Jocated at 509 Biltmore Avenue in Asheville (Buncombe
County). The applicant proposes to relocate one of the existing GI endoscopy rooms
from the main cammpus in Asheville to a medical office building in Fletcher. The
relocated GI endoscopy room, to be known as Mission GI Sourh, will be licensed as part
- of the hospital.  Consequently, the applicant does not propose to develop a new health
service facility. Specifically, a new ambulatory surgical facility.

Population to Be Served

In Section 1.5, page 69, the applicant states,

“Mission Hospital has a 13-county service area for GI endoscopy services
consisting of Buncombe, Henderson, McDowell, Haywood, Madison, Yancey,
Transylvania, Mitchell, Jackson, Macon, Cherokee, Burke, and Swain Counties.
Mission’s GI Endoscopy Service Area also includes. ‘Other In-Migration,” which
are counties and states listed on page 37 of Mission's 2011 LRA included in
Exhibit 8.”

In Sections II.6 and IL7, pages 70 and 71, the applicant provides the current and’
~ projected patient origin for Mission Hospital .GI endoscopy services (impatient and
outpatient). Because the GI endoscopy room proposed to be relocated will remain on the
_hospital’s license, the applicant will continue to operate six GI endoscopy rooms upon
completion of the proposed project. The projected patient origin for Mission Hospital,
showr in the following table, is inclusive of the proposed Mission GI South location:
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Mission Hospial
Project ID # B-8638-11

Paze 3
Mission Hospital
GI Endoscopy Services
(Inpatient and Cuipatient
Curreunt and Projected Patient Origin
Comnty Carrent Project Year 2
: Y 2010 . CY 2414

Buncombe 56.8% 56.8%

Henderson 6.9% 6.9%

McDowell _ | C52% 5.2%

Haywood 5.0% 5.0%
1 Madison 1.6%: 4.6%

Yancey . 3.4% 3.4%

Transylvania 2.4% - 2.4%

Mitchell e _  22% 2.2%

Jackson 2.1% 2.1% I

Macon 1.9% 1.5%

Cherokee 1.6% 1.6%

Burke 1.4% 1.4%

Swain L 1.0es 1.0%

In-migration C5S% . 55%

Total B 10u.0% _100.0%

As shown in the table above, nearly 64% of Mission Hospital’s current and ‘projected
endoscopy patients originate from Buncombe (56.8%) and Henderson (6.9%) counties.
Also shown above, the applicant projects that 5.5% of its project patient origin will be the
result of in-migration. As previously stated, the projected patient origin shown in the
time table above for Mission Hospital includes both the Asheville campus and the
proposed Mission GI South campus. s -

Tn Section I0.1(a), page 30, the applicant states,

" “Mission analyzed historical utilization of services at Mission from southern
Buncombe County and Henderson County, as well as projected population
growth in the region to determine the Mission GI South Zip Code Service Area.”

In Section TIL1(a), page 37, the applicant identifies the following mine-zip code service
area for Mission GI South. [Note: The current and projected patient origin of Mission
Hospital’s GI endoscopy patients, as shown in the table above, is inclusive of the
following nine zip codes. The existing Mission Hospital patients who live in these nine.
7ip codes are currently traveling north to Mission Hospital for GI endoscopy services.]
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Mission Hospital
Project ID # B-8638-11

Page 4
Mission GI South
Service Area
by Zip Code
Zip Code County
28704 Buncombe
- 28803 . Buncombe
28806 Runcombe
28732 Henderson
28742 Henderson
; - 28758* Henderson
28759 Henderson
v 28791 Henderson
- & . 28792 | . Henderson

*This zip code is 2 P.O. Box.

In Section I1.1{(a), pé.ge 58 and Exhibit 16, Table 5, the applicant provides the projected
patient origin for the Mission GI South campus, as iltustrated in the table below.

Mission GI South
_ Projected Patient Origin
PY 1 (CY 2013) PY 2 (CY 2014 PY 3 (CY 2015
County # of Procedures | % of Total | # of Procedures | % of Total | # of Procedures | % of Total
Buncombe 1,071 73.6% : 1,082 73.6% 1,093 73.5%
Henderson 238 16.4% 242 16.3% 245 16.5%
Subtotal 1,309 90.0% 1,324 90.1%-{ 1,338 90.0%
In-migration 145 10.0% 147 10.0% 149 10.0%
Total 1,435 100.0% 1,471 100.1% 1,487 100.0%

*Source: Section IT1.1(a), page 58, and Exhibit 16, Table 5.
*+Totals may not foot due to rounding.

However, the applicant provides incomsistent information regarding projected in-
migration for the Mission GI South campus. In Section IL1(b), page 38, the applicant
states it assumes that ...10% of the GI endoscopy procedures at Mission GI South will
come from other Buncombe County and Henderson zip codes and other counties.” But
in the Pro Forma Section of the application, and also in Exhibit 16, Table 5, the applicant
projects that in-migration at Mission GI South will be 15%. [See Utilization Assumptions
and Methodelogy section of Criterion (3) and Criterion (5) for additional discuyssion, and
Exhibit 16, Table 5 of the application.]

Tn Section III.1(a), page 56, the applicant projects that 70% of Mission Hospital’s existing
GI endoscopy volume originating from Buncombe and Henderson counties will shift.to
Mission G South. In other words, 85-90% of the population that the applicant proposes
to serve at the new Mission GI South campus represents a shift of existing GI endoscopy .
. patients at Mission Hospital who reside in Buncombe and Henderson counties but who
are currently traveling to Mission Hospital in Asheville for GI endoscopy services.
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Mission Hospital
Project ID # B-8638-11
Page 5

However, the applicant does mot adequately indentify where the patients included in
either the 10% or 13% in-migration will come from. Therefore, the applicant did mot
adequately identify the population to be served.

Demonstration of Need for the Proposed Proiect

- Mission Hospital, Inc. operates six licensed Gl endoscopy TOOMS On its main campus,
Jocated at 509 Biltmore Avenue in Asheville (Buncombe County). The applicant
proposes to relocate one of its existing GI endoscopy rooms’'to a new medical office
building in Fletcher. The relocated GI endoscopy room, to be known as Mission GI
South, will be licensed as part of the hospital.- Consequently, the applicant does not
propose to develop a new health service facility. Specifically, a new ambulatory surgical.
facility.- - :

Regafding the need for the proposed project, in Section IL6, page 12, the applicant states,

“The proposed relocation of one licensed GI endoscopy room from the Mission
Campus to Mission GI South will expand access and choice for residents of the
rapidly growing population of southern Buncombe County who require outpatient
GI endoscopy services as well as all residents of Buncombe and surrounding
counties that choose ease of service, parking, and access, provided by a
convenient ouipatient location. Currently, patients travel to downtown Asheville
to receive outpatient GI endoscopy services on the Mission Campus. The Mission
Campus is located in central Asheville in mountainous terrain. The existing
campus is landlocked and has numerous parking decks and large facilities.
Mission GI South in southern Buncombe County is. desirable to health care
consumers and physicians in the community because’ it will provide high quality
patient care in'a location that is convenient and easily accessible.”

In Secﬁén II1.1(a), pages 21-43, the applicant further describes the need for the proposed
project. The applicant states,

"“The proposed project involves the relocation of an existing licensed GI

. endoscopy room from the Memorial Building of Mission Hospital Asheville to

 Mission GI South in southern Buncombe County near the Town of Fletcher. The

. proposed project will establish a convenient, easily accessible, ambulatory setting
in southern Buncombe County and is substantiated by the following reasons:

o Prevalence of Gasirointestinal Disorder
» Importance of Early Detection of Colorectal Cancer
o Colon Cancer Screening Rates — Room for Improvement

o  Quipatient Colonoscopy Procedure Rates — Narional Swurvey of Ambularory
Surgery, United States, 1996 and 2006
Utilization of Existing GI Endoscopy Resources

@
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Mission Hospital
Projeci ID # B-8638-11
Page &

s Population Growih in Buncombe and Surrounding Counties

"o  Growth and Development in Buncombe County

o Growth and Development in Fleicher, NC”

Prevalence of Gastrointestinal Disorder

On page 21, the applicant states,

i

“4 2005 narional study reported in Clinical Gastroenterology and Hepatology

Volume 3, Issue 6, Pages 543-352 (June 2005) concluded that 44.9% of US adults
had gastrointestingl symptoms over 'a three month period...Qutpatient GI

endoscopy is a major tool in determining underlying disease issues for many of -

these GI disorders.”

Importance of Early Detection of Colorectal Cancer

On page 23, the applicant states, -

“Each year more than 143,000 people are diagnosed with colorectal cancer,
often referred to as colon cancer, in the U.S. and almost 50,000 people die from it
anrually. The disease, however, is largely preventable with regular screening and
is treatable with early detection.” ‘

" Further, on pages 26-28, the applicant states,

' stage before it has spread is about 90%. But only about 4 out of 10 colorectal

“Screening can find non-cancerous colorectal polyps and remove them before
they become cancerous.” If colorectal cancer does occur, early detection and
freatment dramatically increase chances of survival.

The relative 5-year survival rate for colorectal cancer when diagnosed at an early

cancers are found at that early stage. Once the cancer has spread to nearby

- organs or lymph nodes, the 5-year relarive survival rate goes down, and if cancer
has spread to distant organs (like the liver or lung) the rate is about 11%.

Not only does colorectal cancer ‘screening save lives, but it also is cost effective.
Studies have shown that the cost-effectiveness of colorectal screening is consistent
with marny other kinds of preventive services and is lower than some common
interventions: It is much less expensive to remove a polyp during screening than
to try fo trear advanced colorectal cancer. With sharp cost increases possible as
new treatments become standards of care, screening is likely 1o become even
more cost effective, :
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Colonoscopy, which provides the most comprehensive view of the colon, is the
definitive test for colorectal cancer screening. Colonoscopies  allow
gastroenterologists to view the entire colon and rectum jor polyps or cancer and
during the same exam Femove pre-Cancerous polyps. It is the test mosi
guastroenierologisis recommend as the single best screening exam for colorectal
cancer. It is the only method that combines both screening and prevention (by
removal of pre-cancerous polyps).” :

Colon Cancer Screening Rates
On page-29, the applicant states,

“More Americans are gelting the message that colorectal cancer screening is
imporiant. Researchers from the National Cancer Institute and the University of
Texas, Houston, say screening rates have increased among men and women over
the past few years. But fhe rates still aren’t where they need to be, experts say.”

Outpatient Colonoscopy Procedure Rates — National Survey of Ambulatory Surgery,
United Statés, 1996 and 2006

On page 29, the applicant states,

“The National Survey of Ambulatory Surgery, United States, 1996 and 2006
Found that the majority of colonoscopies (up to 90% in 2006) take place in
ambulatory settings compared with inpatient fucilities. Mission GI South will
provide an dlternative ambulatory location for Mission patients in the southern
market for GI endoscopies.”™

Uiz‘lizqz‘ibn of Existing GI Endoscopy Resources

On page 31-34, the applicant states,
. “Mission is the lorgest hospital in western North Carolina and serves as the
tertiary care provider for the region. The following table shows Mission’s GI

endoscopy volume over the last three calendar years which is sufficient to justify
all six of the existing licensed GI endoscopy rooms at Mission.
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Mission Hospital
GI Endoscopy Volume
January 2008 — December 2010

CY 2008 CY 2009 CY 2010

Cases | Procedures Procedures | Cases | Procedures
Inparient 2,577 3,538 | 2,632 3,696 2,53 3,699
Quipatierit 4,249 51561 4,120 351161, 3,982 4,692
Total - 6,826 8.694 8,812 6,513 8661
GJI Endo Rooms Needed
ar 1,500 procedurestyr 6 6
Procedures per Case 127 1.31 1.33

Source: Exhibit 16, Table 2

Importantly, as shown in the previous table, GI endoscopy procedures have
remained flar over the last three calendar years. Inpatient procedures ai Mission

are at a three-year high. Furthermore, procedure growth has resulted in a higher
GI endoscopy procedure to case ratio at Mission. -

GI endoscopy volumes provided by the two existing GI endoscopy providers in

Buncombe Courty, Mission Hospital and The Endoscopy Center, are sufficient to
support 15.6 Gl endoscopy rooms, as shown in the following table.
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Buncombe County Providers
GI Endoscopy Volume

October 2007 — September 2010

- Buncombe County FY 2008 FY 2009 FY 2010
_Cases | Procedures Cases | Procedures Cases | Procedures
Mission Hospital IP GI 2,577 3,538 2,632 3,656 2,331 3,699
Endoscopy
Mission Hospital OF GI 1,249 5156 | 4,120 5,116 3,982 4,962
Endoscopy
Total Mission Hospital 6,826 8,694 6,732 8,812 6,513 8.661
The Endoscopy Center OP GI 10,448 14,370 11,129 14,982 10,980 14,763
Endoscopy . '
Total GI Endoscopy Performed | 17,274%* 23.064%% | 17,881%* | 23,794%% | 17,493%* 23,426%%
in Buncombe County -
GI Endoscopy Roowms Needed 154 I5.9 15.6
at 1,500 pracedures/yf .
2010 Licensed GI Endoscopy 11.0 11.0 11.0
" Inventory
Additional GI Endoscopy 4.4 49 (4.6)
Rooms Needed '

[Emphasis i original ]
Source: Exhibit 16, Table 7

" #*)fission has 6 licensed GI endoscopy rooms;
##The Project Analyst gets slightly different vanbers for the total number of GI endoscopy cases and procedures performed
based on data in the 2009 — 2011 State Medical Facilities Plans
ded by the applicant for Mission Hospital differs from the data in
based on the SMFPs is as follows:
EEY 2009: 17,870 cases and 23,517 procedures; FFY 20107 17,643 cases.

in Bupcombe County than what the applicant provided,
(SMFPs). The total number of cases
the 2009 ~ 2011 SMFPs. The total numb
FEY 2008: 17,512 cases and 23,312 procedures;
The total # of procedures in FFY 2010 matches what is provided in th

As shown in the prev

and procedures provi

_provided in the county. :

Mission GI South will

er of cases and procedures in Buncombe County,

e 2011 SMFP.

The Endoscopy Center has 5 licensed Gl endoscopy rooms

. proposed Mission GI South as reflected in letters.of support in Exhibit 10.

Furthermore, the prop

impact existing

‘following table.
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ious table. 4.6 additional GI endoscopy rooms could be

developed in Buncombe Cournty based upon FY 2010 GI endoscopy procedures

provide improved access for the significant number of
_residents from south Buncombe County and Henderson County th

at currently
choase to seek care at

Mission and The Endoscopy Center in Buncombe County.

* Gastroenterologists associated with The Endoscopy Center are supportive of the

osed relocated GI endoscopy room will not negatively
GI endoscopy providers in either Buncombe or
Counties as current GI
sufficient to justify all s
three fiscal years. Eve
volume continues to justify all existing

Henderson

endoscopy utilization in the two counties combined is
eventeen licensed GI endoscopy rooms in each.of the last
n though GI endoscopy volumes have been flat current

GI endoscopy rooms as shown in the
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Runcombe and Henderson Counties Providers

. GI Endoscopy Volume

Getober 2007 — September 2010

GI Endoscopy Provider | FY2008 | FY2009
' Mission Hospital o
Cases 7,050 6,724 550
Procechres 9,032 8,673 8714
- The Endoscopy Center
Cases 10,448 11,129 10,980
Procedures 14,370 14,982 14,763
Carolina Mowuntain Endoscopy Center
Cases 3,541 2,551 3,283
Procedures ... 3,646 3,316 3,475
Pardee Hospital
 Cases 3,891 3,427 2,511
Procedures 4,562 4,289 4,090
Pork Ridge Hospital ' :
Cases 762 649 676
Procedures. 970 No daia No data
Total »

Cases 25,692 24,480 24,000
Procedures 32,580 31,260 31,044
GI Endoscopy Rooms Needed
at 1,500 Procedures/Year 217 0.8 20.7
Licensed GI Endoscopy 17 17 174
Rooms '

‘Swrplus (+) / Deficit (7) ~4.7 -3.8 -3.7

[Emphasis In original ] T

Source: Exhibit 16, Table 8

There are 11 licensed GI endoscopy rooms in Buncombe Courtty, and 6 licensed GI endoscopy rooms

in Henderson Courty.

As shown in the previous table, there is sufficient GI endoscopy volume in the two
. county area for 3.7 additional GI endoscopy rooms in the most recent fiscal year.”

On pages 35-36, the applicant states,

Population Growth in Buncombe and Surrounding Counties

“Population growth in Buncombe and swrounding counties, especially for the
population over the age of 55, is experiencing steady growth. Total population by
county and population for the age cohort of 35+ were obtained from the North
Carolina Office of State Budget and Management (NC OSBM). Total projected
population growth from 2010 to 2015 for counties in the Mission Hospital GI
Endoscopy Service Area is shown in the following table. ‘
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Mission Hospital
GI Endoscopy Service Area
Projected Population A Ages 2010-2013
- County 2010 S 2015 2010-2015
. CAGR
] Primary Service 4rea
Buncombe ] 233,999 | 248,638 | 1.2%
: ) Secondary Service Area
U Henderson 107,383 116,216 - L6% 4
McDowell 45,717 48,631 1.2%
Haywood 57,6895 38,960 0.4%
" I Madison 21,314 22,537 1.1%
Subtotal 232,109 246,344 1.2%
. Tertiary Service 4rea v
YTanpcey ] - 18,9011 19,675 0.8%
Transylvania 31,647 32,868 0.6%
Mirchell 168,073 | 16,208 0.2%
't Jackson 38,096 40,859 14%
Macon 33,468 38,475 1.6%
Cherckee 27,874 29,733 1.3%
Burke 91,355 96,599 11%
Swain . 14,305 15,109 1L1%
Subtotal 273,719, 289,326 1L1%
Total 739,827 784,508 1.2%

Sowrce: Exhibit 16, Table 13

As shown in the previous table, the population of Buncombe County is expected to
grow at a compound annual rate of 1.2% between 2010.and 2015, from 233, 999
residents 1o 748,638 residents by 2015. The population of the four Secondary -
Service Area counties is projected to grow from 232,109 residents in 2010 to
246,344 residents by 2015, q lcompound annual growth rate of 1.2%. The

* population of the Tertiary Service Area is expected to grow from 273,719 in 2010

to 289,526 in 2015. Total Service Area population is estimated to be 739,827 and
is projected to be 784,508 by 2015, which is growing at a compound annual rate

of 1.2%.

. The segment of the population ages 55 and older is growing at a much faster rate

than the total population. Population trends in that age cohort are significant, as
- the aqverage age to develop colorectal cancer is 70 years, and 93% of cases occur
in persons 30 years of age or older. Current recommendations are to begin
screening at age 50 if there are no risk factors other than age for colorectal
cancers. A person whose only risk factor is their age is said to be at average risk

Total frojected population growth for the 55+ population from 2010 to 2015 for
counties in the Mission Hospital Service Area is shown in the following table.
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. Mission Hospital
GI Endoscopy Service Area
Projected Population Ages 35+ 2010-2015
County 2010 2015 2010-2015
CAGR
Primary Service Area )
Buncombe - ] 68,644 | 76,986 | . 2.3%
. Secondary Service drea
Henderson ‘ . 38729 42,937 2.1%
| McDowell : 13,177 14,543 1.8%
Haywood 20,914 22,434 1.4%
Madison 6,707 7285\ . . 17%
' Subiotal 79,467 86,999 - 1.8%
‘ Tertiary Service Area '
Yancey 6,670 7.176 1.5%
Transylvania - : 12,482 13,630 1.8%
Mitchell , 5,635 5,923 1.0%
1 Jackson - 11,527 12,813 2.1%
Macon C 14,072 13,492 1.5%
Cherokee 11,255 12,613 2.3%
Burke - 25,701 28,013 L7%
Swain ' 4,267 4,720 2.0%
Subtotal 91,609 100,380 . 1.8%
Total 239,720 264,365 2.0%

Source: Exhibit 16, Table 14

As shown in the previous table, in the Primary Service Area, the 55+ population

is expected to grow from 68,644 residents:currently to 76,986 residents by 2015, a

compound annual growth rate of 2.3%, more than twice the rate for the total

projected population of Buncombe County. The Secondary and Tertiary Service

Areas also are expected to experience growth in the 55+ population between

'2010 and 2015, with the secondary service area growing at a compound annual

rate of 1.8% and the Tertiary Service Area growing at a compound anmugl rate of
1.8%. The 55+ population of the entire Service Area is expected to increase from

239720 in 2010 to 264,365 in 2015, representing an increase of 2.0%

" compounded anmually. That trend reflects the general aging of the population

seen nationally, as well as the fact that western North Caroling is a popular”
retirement destination. Those population estimates are conservative in that they

do notinclude all retirees, who often have more than one residence.”

Growth in Development in Buncombe County and Fletcher, NC

On pages 38-43, the applicant describes the attractiveness of Buncombe County and

describes the following:

Fletcher, NC to prospective residents and businesses. Specifically, the applicant
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s . Economic development

s Affordable housing

s Community transportation

» Planned infrastructure improvement

Utilization Assumptions and Methodology

The following table iliustrates the historical and projected utilization for Mission Hospital
GI endoscopy services through Project Year 3, as provided by the applicant in Section
IV.1, page 76: : ’

Prior Fall |

Year

CY 2009

Last Fuall,

Year
CY 2010

Imterim
Full Year
CY 2011

" Ipterim
Full Year

CY 2011

Project
Yearl

CY 2013 |

Project
Year 2
CY 2014

Project
Year3
CY 20615

# of Dedicated G
Endoscopy Rooms —
Mission Campus .

6

W

# of G1 Endoscopy
Procedures

3.812

8,661

8,645

8,628

7,157

7,092

# of Dedicated GI
Endoscopy Rooms
Mission GI South

# of Outpatient GI
Endoscopy Procedures
— Mission GI South

1,487

Total # of Dedicated GI
Endoscopy Rocoms —~
Mission Hospital and
Mission GI South

Total # of GI
Endoscopy Procedures
— Mission Hospital and
Mission GI South

2,812

8.661

8,645

8,628

8,612

8,595

8,579

'As illustrated in the table above, the applicant projects to perform a fotal of 8,595

+ procedures in six licensed GI endoscopy rooms, or 1,43
procedures / 6 rooms = 1,433

3 procedures per room (8,595
procedures) in Project Year 2 (CY 2014). While The

Criteria and . Standards for Gastrointestinal Endoscopy Procedure Rooms in Licensed

Health Service Facilities [10A NCAC 14C 3900] requires a minimum performance -
threshold of 1,500 procedures per room, the Criteria and Standards are not applicable to
this review because the applicant is not proposing fo establish a new ambulatory surgical
facility to be operated independently of the hospital. Rather, the applicant proposes to
relocate one existing GI endoscopy room to another location and continue-to operate it
under Mission Hospital’s license. Thus, the fact that the applicant projects to perform
Jess than 1,500 procedures per room in Year 2 is not an issue for this application. (The
applicant’s use of the 1,500 procedures per room minimum performance threshold
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throughout the application is for reference purposes only.) Mission Hospital already
operates SIX ficensed GI endoscopy rooms and is proposing to relocate one of the existing
rooms from the main campus fo amother location in Fletcher, NC. In doing so, the
applicant proposes fo serve existing patients who live in southern Buncombe and northern
enderson Counties, and who are currently fraveling 1o Mission Hospital for endoscopy
services, thereby providing care to them closer to their homes.

In Sectioh I.1(b), pages 44-59, the appﬁéant provides the following methodology and
assumptions used to project utilization: '

Step 1: Determine Base Volume Jor Use in Projections

On page 45, the applicant provides historical utilization data for Mission Hospital’s total
G1 endoscopy volume (inpatient and outpatient), as shown in the table below:

Mission Hospital
GI Endoscopy Volume
January. 2008 — December 2010

CY 2008 CY 2609 CcY 2010
, Cases | Procedures | Cases | Proceduves | Cases | Procedures
1 Inpatient 2,577 3,538 2,632 36961 2531 3,699
Quipctient 4,249 5156 4,120 3116 3,982 4,962
Total 6,826 86941 6,752 | 88121 6513 8,661

Source: Exhibit 16, Table 2

The data provided in the table above is from the hospital’s internal Trendstar database.
The applicant states that Trendstar data was used because it is the most current. On page
45, the applicant provides a comparison of its Trendstar data with License Renewal
Application (LRA) data to demonstrate consistency. Over the three years of data
provided, for comparison (FY 2008 — FY 2010), the largest variance in the number of
cases was 0.3% in FY 2009 and the largest variance in the number of procedures was
1.6%, also in FY 2009, Thus, the applicant does demonstrate that the Trendstar data is
generally consistent with the LRA data. More specifically, regarding the decision to use
Trendstar data, on pages 44-45, the applicant states,

“Mission reviewed and compared internal Trendstar for the mosr recent fiscal
three years with the data reported in the 2009-2011 LRAs to assure the reliability
of the internal database. -

_Mission's internal data is very consistent with the data reported on its Hospital

License Renewal Applications in all three fiscal years. Therefore, Mission

wtilized the most current twelve months of data available as the base data for
- projections.. '
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Calendar year 2010 Trendstar data is the most current and reasonable daiato
use as a base to project future GI endoscopy wtilization. It is also consistent with
the project years, which are calendar year-based. ™

« Determine the Growth Rate for Projecting Total GI Endoscopy Utilization

The ‘applicant reviewed historieal GI endoscopy growth at Mission Hospital, population
growth, and market trends to project the growth rate for total Gl endoscopy utilization.

On page 46, the applicant provides historical GI endoscopy wtilization at Mission
Hospital for CY 2008 to CY 2010, and calculates procedures per case and the two-year

shown below:

Compound Anpual Growth Rate (CAGR) for total inpatient and outpatient procedures, as

Mission Hospital
GI Endoscopy Volume
January 2008 — December 2010

CY 2008 CY 2009 CY 2010 CAGR
CY08-CY10
Cases .| Procedures’| Cases | Procedures | Cases Procedures | Cases | Procedures

Inpatient 2,377 1 . 3,538 2,632 3,696 1 2,531 3,699 | -0.9%* 2.3%*
. Outpatient © 4,249 5156 4120 51164 3,982 4,962 1 -3.2%* -1.9%*

Total 6,826 8,694 6,752 8812 | 6313 8,661 1 -2.3%* -0.2%

Procedures per - :

Case . 1.27 E3] : 1.33

[Emphasis in original.]

Source: Exhibit 16, Table 2
*Caleulated by the Project Analyst.

The applicant states,

" “4s shown in the previous table, procedures have remained flat, decreasing only
- slightly, during the last three calendar years. This is quite remarkable
. considering the development of freestanding ouipatient GI endoscopy in North

Carolina at the expense of hospital based GI endoscopy programs since the CON
statute was amended to allow the development of freestanding GI centers in 2005.
Inpatient GI endoscopy procedures at Mission Hospital reached a three-year high

in CY 2010. Procedure growth at Mission has resulted in a higher GI endoscopy

procedure to case ratio. ..

As previously discussed, Mission reasonably believes that GI endoscopy

utilization. has decreased due to the global economic crisis, beginning in
December 2007, which gained intensity since September 2008. According to an
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American Hospital Association survey the economic downturn is hifting hospitals
hard as many patients struggle to pay their medial bills or put off care altogether.
Nearly 60% of hospitals reported a moderate to significant decline in elective
procedures compared with a year ago. Those numbers are. similar to an
Ouipatient Surgery Magazine survey, also conducted in March 2009, in which
58% of readers said surgery volumes were down due to the struggling economy.”™

On page 47, the applicant provides patient origin data for total GI endoscopy services at
Mission Hospital and calculates a weighted growth rate for GI endoscopy services, as
shown in the table below: :

Mission Hospital
Total GI Endoscopy Service Area
Weighted Population Growth Rate
Projected Population All Ages 2010-2015

County | 2010-2015 FY 2010 GI Endoscopy
CAGR . GI Endoscopy Services Weighted
Services Patient Growth Rate
. Origin .
Formula A=County " B=County Percent C=AxB
' Specific CAGR - |  of Total Parient
Origin
. Primeary Service Area
Buncombe ] 1.2% | 56.8% | 0.7% |
Secondary Service Area
Henderson 1.6% 6.9% 0.1%
McDowell : 1.2% | 5.2% . 0.1%
Haywood 0.4% | - 5.0% 0.0%
Madison : 11% - - 4.6% 0.1%
: : Tertiary Service dreq’
Yancey . - (.8% 3.4%. ' 0.0%
Transylvania ) - 0.8% ) 2.4% 0.0%
Mitchell ' 0.2% 2.2% 0.0%
Jackson . 1.4% 2.1% 0.0%
Macon 1.6% 1.9% 0.0%
Cherokee - , 1.3% 1.6% 0.0%
Burke 1.1% ‘ 1.4% | - 0.0%
Swain L ' 1.1% - Lo% 0.0%
North Carolina® 1.7% 5.5% 0.1%
Mission Hospital Weighted Population. Growth. Rate = Sum of 1.2%
Column C ' :

Sowrce: Exhibit 16, Table 13

Methodology = Sum of Individual Cosz) Growth Rates x County Specific Patient Origin
* Al Other In-migration grown at NC State Growth Rate '

~ The table above shows a total weighted population growth rate of 1.2% for total GI '
endoscopy services (inpatient and outpatient) at Mission Hospital.
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The applicant states,

“As discussed in Section II1 1.(a) above, Mission reasonably expects that patients
55+ will comtinue fo represent a greater perceniage of GI endoscopy patients at
Mission Hospital. Therefore, Mission also determined the weighted population
growth rate for the 55+ population, as shown in the following table.

. Mission Hospital
‘Total GI Endoscopy Service Area
Weighted Population Growth Rate
Projected Population Ages 55+ 201 §-2015

County 2018-2015 FY 2010 . GI Endoscopy
CAGR GI Endoscopy Services Weighted
Services Patient Growth Rate
. Origin
Formula A=County B=County Perceri =AxR
Specific CAGR of Total Patient |~
Origin
. Privuary Service 4rea .
Buncombe, l 2.3% | 56.8% | 1:3%
Secondary Service 4req
Henderson : ) 2.1% 6.9% 0.1%
McDowell 1.8% i 5.2% 0.1%
Haywood ‘ 1.4% 3.0% ' 0.1%
Madison ] L.7% 4.6% 0.1%
: : Tertiary Service Area .
Yancey 1.5% | 3.4% : 0.0%
Transylvania 18%| 2.4% 0.0%
Mitchell 1.0% 22% 0.0%
Jackson ' C2.1% | 2.1% ' 0.0%
Macon 1.9% | 1.9% 0.0%
Cherokee . . .2.3% 1.6% - 0.0%
Burke 1.7% 1.4% 0.0%
Swain : , 2.0% ] 1L0% | - 0.0%
North Carolina®* . 2.8% 5.5% 0.2%
Mission Hospital Weighted Population Growth Rate = Swm of 2.1%
Column C ) ‘

Source: Exhibit 16, Table 14

Methodology = Sum of Individual Cowrty Growth Rates x County Speciﬁc Patient Origin
41l Other In-migration grown at NC State Growth Rate

As shown in the previous table, the segment of the population ages 35+ is
growing at a faster rate than the total population. The previous table shows a

total weighted population growth rate of 2.1 % for GI Endoscopy Services at
© Mission for residents 55+." : -
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Step 3: Project Total GI Endoscopy Procedures

Based on the applicant’s weighted pOpulatioﬁ growth analysis in Step 2, the applicant
determined that it would fise Mission Hospital's historical CAGR (CY 2008 to CY 2010)

of -0.2% to project total GI endoscopy procedures (inpatient and outpatient) through
Project Year 3 (CY 2015). On page 49, the applicant describes how it arrived at this
conclusion. The applicant states, ‘

[“This rate is:

o Considerably less than the projected (2010-2015) 55+ weighted population

' growth rate of 2.1% in Mission GI Endoscopy Service Area counties which is
the expected rate that GI endoscopy will grow onge the economy recovers.
Considerably less tham the projected (2010-2015) weighted population growth
rate of 1.2% in Mission GI Endoscopy Service Area counties.”

On page 49, the applicant applied Mission Hospital’s historical CAGR of -0.2% to the
total number of GI endoscopy procedures performed at Mission Hospital in CY 2010
(from Step 1) and projected forward through Project Year 3 (CY 2015), as shown in the
table below: : . '

Source: Exhibit 16, Table 3

Step 4: Project Total GI Endoscopy Cases

GI CY 2010 | CY2008- | CY2011 | CY2012 | CY 2013 | CY 2014 CY 2013
Endoscopy ‘ CY 2019
CAGR
Procedures 8,661 -0.2% 8,645 8,628 |- 8612 8,595 8,579

" On page 50, the applicant applied the average procedures per case for CY 2010
(calculated in Step 2) to the projected number of procedures (calculated in Step 3) to
~ determine the projected number of cases through Project Year 3 (CY 2015), as shown in

the table below:
GI Endoscopy CY 2010 | CY2010 | CY2011 | C¥Y20i2 | PYI: PY 2: PY 3:
. Average CY 2013 { CY2014 | CY 2015
Procedures ' ’
per Case .

Procedures 8661 | 133 8645 | 8628 -1 8612 8395 | 8579
Cases 6,313 6.501 6,488 6,476 6,464 6,451
GI Endoscopy -
Rooms Needed @
1,500 procedures
per room 5.8 3.8 3.8 5.8 5.8 5.8

Sowrce: Exhibit 16, Table 3
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The applicant states,

“ 45 shown in the previous table, even though projected GI endoscopy volume at
Mission is projected.to remain relatively at with a very slight reduction in cases

_and procedures, projected CT 2015 wrilization reflects a continued need for all six
of the existing GI endoscopy rooms in Buncombe County.”

Step 5: Determine GI Endoscopy Use Rates for Buncombe and Henderson Counties
- On fsage 51, the applicant used historical endoécopy wtilization data from 2008 and 2011
TLicense Renewal Applications and county population data to calculate endoscopy use

cates for residents of Buncombe end Henderson counties, as shown irr the following table:

Total GI Endéscopy Use Rates

FY 2007 and FY 2010
Total GI Endoscopy } Buncombe | Henderson
FY 2007
Cases 11,682 5,689
Population 223,555 102,079
Use Rates 518 - 557
FY2010 |
Cases 11,484 6,245
Population 233,899 107.383
Use Rate . 4914 . 58.2
. Four Year Average
Use Rate . | 50.4 | '56.9
[Emphasis in original.]

Source: Exhibit 16, Table 9
On page 51, the applicant states,

“Tn addition-to 2007 and 2010 use rates, the previous table shows four year
average use rates for each county. In Buncoribe County GI utilization per 1,000
.decreased slightly over the four year time frame. In Henderson County GI
utilization per. 1,000 increased slightly over the four year time frame. To adjust
" for anomalies across the timeframe, Mission utilized the county-specific four year
“average growth rate to project fuiure GI wrilization for Mission GI South zip
service area.” : '

Step 6: Base Population for Mission GI South Service 4rea
The applicant has defined Mission GI South’s service area as a nine zip-code service area

within southern Buncombe and northern Henderson counties. In Section ITL.1(2), page 37,
the applicant identifies the following nine-zip code service area for Mission G1 South:
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Mission GI South
Servics Arxea
by Zip Code

Zip Code County
28704 Buncombe
28803 Buncombe
28806 - Buncombe
28732 Henderson
28742 Benderson

. 28758% Henderson
28759 Henderson
28791 Henderson

28792 Henderson

*This zip code is a P.O. Box.

On page 52, the applicant provides the projected population growth for the nine zip-code
service area, as shown in the table below:

Mission Gi Sopﬂz
Service Area
Projected Population All Ages 2010-2 015

County

2010 _ 2811 2012 2013 2014 2015 CAGR
: 2010-2015
Combined . ,
Buncombe Zips 80,717 81,536 82,363 83,199 84,043 84,896 L.0%
Combined B '
Henderson Zip{s] 70,396 71,413 72,444 73,490 74,351 75,628 | 1.4%
Total 151,113 152949 157,807 ] 138, 689 | 158,594 160,524 1.2%

Sowrce: Exhibit 16, Table 6

The applicant illustrates that the population in nine zip-code service area for all ages is

projected to grow at a CAGR of 1.2% from CY 2010 to CY 2015. -

Step 7:.Project Outpatient GI Endoscopy Cases for Mission GI South Service Area

On page 53, the applicant projected the total number of GI endoscopy cases in the nine
zip-code service area by multiplying the four-year average county-specific use rate (Step
5) by the projected population of the nine zip-code-area (Step 6), as shown in the table

below:
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Mission GI South
Projected Total GI Endoescopy Cases in Service Area

2010-2815
Mission GI South 2010 2011 2012 PY1: PY2: PY3:
: 2013 2014 2013
‘Buncombe Zip Codes
Zip Code Population 80.717 | 81,5361 82,363 | 83,199 | 84,043 | 84,896
County GI Endoscopy Use Rate 50.4 30.4 50.4 5044 3504 30.4
Total Projected GI Endoscopy Cases 4071 4,112 4,154 4,196 2391 4,282
' ' " Henderson Zip Codes .

Zip Code Population 70,396 | 71,4131 72,444 | 73,490 74551 750628
| County GI Endoscopy Use Rate 569 569 36.9 56.9 36.9 356.9
Total Projected GI Endoscopy Cases 4009 | 40671 41251 4185 4245 4307

Source: Exhibit 16, Table 5

Tn Step 5, the applicant calculated & use rate based on the total number of GI endoscopy
cases. at Mission Hospital, as reported on its License Renewal Application. As such, the
projected number of cases in the table above includes inpatient and outpatient cases.
However, the proposed project is for outpatient GI endoscopy services only. Thus, on
page 33, the applicant calculates the percentage of inpatient and outpatient cases for the

Mission GI South service area. The applicant states,

“Mission analyzed internal Trendstar inpatient and outpatiert GI endoscopy data

for F¥s 2008, 2009, and 2010 and combined those volumes with the

FYs 2008,

2009, and 2010 outpatient volume reported by The Endoscopy Center, the other
GI endoscopy provider located in Buncombe County. The following table
summarizes the historical inpatient and outpatient GI endoscopy split for
Buncombe County providers and calculates the three-year average inpatient

outpatient split.

Buncombe County ‘
GI Endoscopy Cases — Inpatient and Ouipatient Percentages
) October 2007 — September 2010

Buncombe FY 2008 FY 2009 FY 2010

Courndy Cases | Procedures | Cases | Procedures | Cases Procedures

Three Year Avg
Inpt/Cutpt Split

Mission Hospital

1P GI Endoscopy._| 2,577 3,538 3,699

3,644 16%

3,696
Mission Hospital '
QP GI Endoscopy

5,156 5,116 4,962

\ The Endoscopy
Center OP GI
Endoscopy

14,370 | 11,129 14,982

19,784 84%

Total GI
Endoscopy

23,064

17.881 23,794

23428 | 100%

{Emphasis in original.]
Source: Exhibit 16, Table 7

000660 .




~ Mission Hospital
Project ID # B-3638-11
Page 22

Mission determined that outpatient GI endoscopy cases represented an average of
84% of combined Mission Hospital and The Endoscopy Center cases over the last
three fiscal years, as shown in the previous tuble.”

Tt should be noted that while the applicant refers to cases when describing the three-year
gverage split, the Project Analyst determmined that three-year averages shown in the table
above (3,644 for Mission inpatient cases, 19,784 for Mission and The Endoscopy Center
outpatient cases, and 23,428 for total cases) are actually the average procedures, not
cases. The Project Analyst calculated the three-year average nmumber of cases as 2,580 for
Mission inpatient cases, 14,969 for Mission and The Endoscopy Center outpatient cases,
and 17,549 for total cases. This resulis in a three-year average split of 15% for inpatient
cases, and 85% for outpatient cases. Thus, the fact that the applicant calculated the three-
year average split based on procedures rather than cases does not pose an issue for the
methodology. : :

There are two Gl endoscopy providers in Asheville — Mission Hospital and The
Endoscopy Center. Mission Hospital performs inpatient and outpatient GI endoscopy
procedures, and The Endoscopy Center performs only outpatient procedures. Regarding
the inclusion of The Endoscopy Center’s oufpatient cases and -procedures along with
Mission Hospital’s outpatient cases and procedures, on page 54, the applicant states the
. following: '

“Rather than using solely the Mission inpatient/outpatient GI endoscopy split,
Mission believes that the combined average betier reflects the total cutpatient GI
endoscapy volume in [the] Mission GI South Service Area since it will be an
" outpatient only location.” :

Jt is reasonable for the applicant to include both Mission Hospital’s outpatient utilization
data and The Endoscopy Center’s utilization data because it provides a more complete
~ picture of total outpatient GI endoscopy utilization in Buncombe County.

On page 54, the applicant then niultiplied the projected total number of GI endoscopy
cases (inpatient and outpatient) in-the Buncombe and Henderson County zip code service

area (calculated earlier in this Step) by 84% to calculate the projected number of

outpatient GI endoscopy cases in the Mission GI South service area, as shown in the table
below: ' :
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Mission GI South Service Area
Projected Total OQuipatient GI Endoscopy Cases
2010-2015

Mission GI South 2010 2011 2012 PYL: PY2: PY3:
2043 2014 2015

‘Biuncombe Zip Codes

Total Projected GI Endoscopy Cases |~ 4071 4112 4I54] 4196] 4239 4282

Percent OP GI Endoscopy : 84% 84% 84% | 84% 84% 84%

Projected OP GI Endoscopy Cases 3,438 3,473 2,508 3,543 3.379 3,616
K Henderson Zip Codes '

Total Projected GI Endoscopy Cases | 4,009\ 4, 067 | 4125| 4185 42451 4307

Percent OP GI Endoscopy 84% 84% 84% 34% 84% 84% |

Projected OP GI Endoscopy Cases ~ *| 3385 3434} 3484 3,534 3,585 3,637

Source: Exhibit 16, Table 5

As shown in the table above, the applicant projects a total of 7,253 outpatient endoscopy
cases (3,616 + 3,637 = 7,253) in the Mission GI South service area by the third year of
the project (CY 2015). .

On page 54, the applicant states,

“The previous fable reflects projected ouspatient GI endoscopy cases irn the
Service Area zip codes in Buncombe and Henderson Counties for all residents of
[the] Mission GI South Service Area. Because inpatient GI endoscopy data was
not publically available for Henderson Countv, the Buncombe County
‘inpatient/outpatient split was used as a.proxy. Both counties are known as
retirement locations with over 30% of the population aged 35 and over, and
Henderson is rapidly becoming more urban as Asheville expands south.”

The applicant correctly stated that inpatient GI endoscopy data was not publically
available for Henderson County. The publicly-available License Renewal Application
form does not separate inpatient and outpatient GI endoscopy procedures. Only the total
number of GI endoscopy procedures is collected. Therefore, given the geographic
proximity and demographic similarities of Buncombe and Henderson Counties, as noted
by the applicant, the use of the Buncombe County outpatient GI endoscopy cases as a
proxy for Henderson County. GI endoscopy cases. is reasonable. :

Step 8: Calculate Outpatient GI Endoscopy Procedures in Mission GI South Service
Area ' .

Based on the historical experience of Mission Hospital, the applicant calculated that
Mission Hospital performed 1.33 procedures per case in CY 2010 (see page 31 of the
application). On page 55, the applicant multiplied the 1.33 procedures per case ratio by
the total projected GI endoscopy cases in the Mission GI South service area (Step 7) to

determine the projected number of procedures in Mission GI South service area, as shown -
in the following table:
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Mission GI South Service Area
" Projected Outpatient GI Endoscopy Procedures

. 2010-2013 .
Mission GISouth 2010 2011 2012 | PYL: PYZ: PY3:
: 2013 2014 2015
) Buncombe Zip Codes
\ Projected OP GI Endoscopy Cases 3438 3,4731. 3508 -3,543 33579 3,616
Procedures per Case - | ) 1.33 1.33 1.33 1.33 1.33 1.33
¥ Projected OP GI Endoscopy Procedures | #4571 | 4,61 8| 4665 47127 4760 4,808
. ’ Henderson Zip Codes
Projected O GI Endoscopy Cases 33851 34341 3484 3,334 35851 3637
Procedures per Case . 133 133 1.33 1.33 133 1.33
- Projected OP GI Endoscopy Procedhres 43501 4566] 40632 4,699 4,767 4,836

Sowurce: Exhibit 16, Table 3

As shown in the table abov.e, the applicant projects a total of 9,644 outpatient endoscopy
procedures (4,808 + 4,836 = 9,644) in the Mission GI South service area by the third year
of the project (CY 2015).

Step 9: Determine Mission Hospital Marker Share of Total GI Endoscopy Cases in
Buncombe and Henderson Counties

On pages 55 and 56, the applicant used 2008 and 2011 License Renewal Application
(LRA) data to determine Mission Hospital’s market share of total GI endoscopy. cases
(inpatient and outpatient) 'in Buncombe and Henderson counties, as shown in the
following two tables: :

Mission Hospital
Market Share of Total GI Endoscopy Cases in Buncombe County
FY 2007 and FY 2010 -
Provider 2007 2010

) Cases | Percent Cases | Percent
Margaret R._Pardee Memorial Hospital 113 1.0% 761 . 0.7%
The Endoscopy Center 6,515 35.8% 6,958 60.6%
Park Ridge Hospital 2821 - 24% 133 1.2%
Mission Hospital 4,561 39.0% 3730 32.5%
Carolina Mountain Gastroenterology . § o _
Endoscopy Center 9 0.1% 287 2.6%

Transylvania Comnumity Hospital and L v
Bridgeway 5 0.0% 5 0.0%
All Other 197 L7% 283 2.5%

Total ' ' 11,682  100.0%| - 11,484 | 100.0% |

[Emphasis in original.}
Sowrce: Exhibit 16, Table 10
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Mission Hospitel
Market Shave of Total GI Endoscopy Cases in Henderson County
: FY 2007 and FY 2010 :
Provider . 2007 - . 2010
Cases Percent Cases Percent
Margaret R. Pardee Memorial Hospital 3,283 3572.7% 1 2100 33.6%
“The Endoscopy Center 942 16.6% 1,00 16.1%
Park Ridge Hospital 731 12.8% 454 7.3%
1 Mission Hospital : 509 8.9% 432 7.2%
Carolina Mowntain Gastroenterclogy
Endoscopy Center - 102 1.8% 2063, .33.0%
Transylvania Community Hospital and )
Bridgeway - 33 0.9% 49 0.8%
All Other ' . 69 1.2% 124 2.0%
Total 5,689 100.0% 6,245 1 100.0%
[Emphasis i original] °

Source: Exhibit 16, Table 11

Regarding Mission Hospital’é market share in Buncombe County, on page 56, the
applicant states, . '

“The previous table shows that Mission's market share of Buncombe County GI
endoscopy decreased from FY 2007 and FY 2010 as a result of the shift in
patients to The Endoscopy Center and the new oulpatient GI center in Henderson
-County. In addition, GI endoscopy 'volume has declined due io an economic
downturn and a shift in that volume to community seftings as previously
discussed.” e : E

Regarding Mission Hospital’s market share in Henderson County, on page 56, the
‘applicant states, - :

“The previous table shows that Mission has lost some market share in Henderson
County from FY 2007 to FY 2010 as outpatient GI endoscopy volume has shiffed
to Caroling Mountain Gastroenterology Endoscopy Center, which entered the

" Henderson County market in FY 2007.” :

Step 10: Project Mission GI South Outpatient GI Endoscopy Procedures

The applicant assumes that Mission GI South will capture 70% of Mission Hospital’s
existing market share for Buncombe and Henderson counties in FY 2010, which was
calculated in Step 9 to be 32.5% in Bimcombe County and 7.2% in Henderson County.
Tn othér words, the applicant assumes 70% of its existing Gl endoscopy patients from the
Mission Gl South service area will shift to the Mission GI South campus from the

Asheville campus. On pages 56-57, the applicant states, :
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“While it is reasonable to assume that 100% of oulparient cases could shift to the
new outpatient location for improved access in an owipatient setting, some cases
may be more complex or patients could have co-morbidities {sic] may choose fo
g0 1o the Mission campus in Asheville. However, over 80% of all cases reviewed
were cases routinely performed in outpatient GI Centers. Therefore, a target of

| 70% was determined to be reasonable. Mission GI Souili’s resulting market
share of Mission GI South Service Area was calculated as follows:

o Service Area Zip Codes in Buncombe County: 70% of Buncombe County
market.share of 32.5% = 22.7% »

o Service Area Zip Codes in"Henderson County: 70% of Henderson County
market share of 7.2% = 5.1% '

For purpeses of this Application, Mission assumes that the projected procedures
performed at Mission GI South would be performed at Mission if the project were
not developed.  However, ‘it is possible that cases from other providers in
Buncombe County may shift to the proposed facility as the physicians associated
with Asheville Gastroenterology Associates (AGA4), who own ard operate The
Endoscopy Center, are very supportive of the proposed project as evidenced in
the letters of support included in Exhibit 10. Furthermore, in 2010-over 1,000
patients from Henderson County received oulpatient GI endoscopy procedures at
The Endoscopy Center. Mission GI South would provide a more accessible
. alternative for these patients of AGA. ‘

In addition, as the economy improves and GI endoscopy procedures begin to
increase, some percent of cases at Mission GI South will result from the growth in
the south Buncombe geographic area. As previously discussed this is one of the
fastest growing areas in Buncombe and Henderson Counties. As a result, Mission
believes the market share projections are reasonable to use in-determining future
volume performed at Mission GI South.”

On page 57, the applicant projected the number of outpatient GI endoscopy procedures at

Mission GI South through the third year of the project by multiplying the county-specific - |

market share percemtages described above by the projected number of outpatient GI
endoscopy procedures at Mission GI South from Step 8, as shown below:
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Mission GI South
Projected Outpatient GI Endoscopy Procedures

2010-2013
Mission GI South 2010 2011 2012 P£YI1: PYz: PY3:
‘ 2013 | 2014 | 2015
. Buncombe Zip Codes .
Expected GI Endoscopy Procedures 4571 46181 4665| 47121 4760] 4808
- Projected Market Share — Mission GI
South | 2279 | 2279 22.7%| 22.7% | 22.7% ) 22
Projected OP GI Endoscopy Procedure :
— Mission GI South 1039 1050 1o061| 1,071 1082| "1,093
. ' Henderson Zip Codes
Expected GI Erndoscopy Procedures 4501 4366 4632 4662 | = 4767 88
Projected Market Share — Mission GI
iy South . 51% 3.1% 11% 5.1% 5.1% 5.1%
Projected OP GI Erndoscopy Procedures
— Mission GI South ' - 228 231 235 238 242 243
Combined -
- Projected OP Gl Endoscopy Procedures
| — Mission GI South 712671 12811 1295( 13091 1324]| 133

Source: Exhibit 16, Table 5

Tn addition to.the projected outpatient GI endoscopy procedures calculated in the table
above, the applicant also projects that approximately 10% of the procedures performed at
Mission GI South will be as a result of “in-migration.” On page 58, the applicant states,

“Wission is cognizant that some patients will choose 10 travel a bit further from
iheir homes to Mission GI South in order to forgo a trip to Mission Hospital in
downtown Asheville. Mission conservatively projects that 10% of GI endoscopy
procedures at Mission GI South will come from other Buncombe and Henderson
zip codes and other counties, as shown in the following table. That assumption is
- supported by the geographic accessibility of Mission GI South and Mission’s
historical patient origin which reflects in-migration from counties other than
 Buncombe and Henderson to be over 34% as reflected in Exhibit 16, Table 12.”

Of the counties in Mission Hospital’s secondary and tertiary service areas (see Exhibit 16,
Table 2 and Section II.6, page 70), it is unreasonable to-assume that patients from many
of these counties would by-pass Mission Hospital and travel to Mission GI South,
particularly counties that are north of Buncombe County, i.e. Madison, Yancey, and
Miichell. Moreover, the applicant does not specifically identify the counties and/or Zip
codes within Mission Hospital’s existing service area from which it expects to see .
. patients at Mission GI South - Thus, the project analyst could not validate the
reasonableness of the applicant’s 10% in-migration assumption (much less the 15% “in-
migration” assumption) merely based on the fact that the in-migration rate at Mission
Hospital from counties other than Buncombe and Henderson is 34%. “In-migration” at
Mission Hospital includes inpatients as well as outpatients and Mission Hospital is a
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tertiary hospital serving patients from a large geographic area. The service area for the
proposed Mission GI South is not likely to be similar to the service area for Mission
Hospital.

However, it is reasonable to assume that some patients from Mission Hospital’s service
area would travel to Mission GI South. The Project Analyst looked at Mission Hospital’s
patient origin by county for total GI endoscopy cases (inpatient and outpatient), as
reported on its 2011 LRA, in conjunction with a map of the State of North Carolina. The
Project, Analyst determined that it 1S reasonable to dssume that residents from the
following counties (excluding Buncombe and Henderson counties) would seek outpatient
GI endoscopy services at Mission GI South rather than traveling to Mission Hospital,
based on geographic proximity to Mission GI South. (Note: Buncombe and Henderson
counties are included here for reference purposes only.):

Mission Hespital
Total GI Endoscopy Patients
(Tnpatient and Outpatient)

County #of Total GI % of Total GL

Endoscopy Patients | Endoscopy Patients

Buncombe - 3,730. 56.8%

I Henderson 432 6.9%

Sub-total’ 4,182 63.7%

Transylvania 158 2.4%

' Jackson 135 2.1%

Macon : .- 127 1.9%

Polk .. - .27 0.4%

Rutherford 3 .60 0.9%

' Sub-total 508 17%
.Total # Endoscopy Patients at .

" Wiission Hospital 6,563 100.0%

" *Source: 2011 LRA, page 37.

As shown in the table above, based on geographic proximity and the non-emergent nature
of GI endoscopy services projected to be performed at Mission GI South, the Project
Analyst identified five counties from which residents are likely to travel to Mission GI
South rather than Mission Hospital for GI endoscopy services: Transylvania, Jackson,
Macon, Polk, and Rutherford. Thus, the Project Analyst estimates a total of 508 patients
or 7.7% of patients residing in counties outside of Buncombe and Henderson counties can
be expected to seek GI endoscopy services at Mission GI South, based on the current
patient origin for total GI endoscopy services at Mission Hospital. It is also important to
note that Mission Hospital’s historical patient origin for GI endoscopy services includes
‘both inpatient and outpatient cases. As such, the 508 patients from these counties
includes both impatient and outpatient cases. Therefore, the percentage of patients
receiving outpatient GI endoscopy services would make up an even smaller percent of
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patients se¢king GI endoscopy services at Mission Gl South. Nevertheless, based on the
Project Analyst’s determination, the applicant’s assumption of 10% in-migration at
Mission. GI South from counties outside of Buncombe and Henderson Counties is
overstated.

On page 58, after factoring in in-migration, the applicant projects the total number of
outpatient procedures at Mission GI South through Project Year 3, as shown in the
following table:
; Mission GI South . .
Total Projected Ouipatient GI Endoscopy Procedures
, 20160 - 2015
Mission GI South 1 2010 2011 2012 | PYL: PY2: | PY3:
- N : 2013 2014 | 2015

7 Pfoj ected OF GI Endoscopy Procedures
_ Combined Buncombe & Henderson

Zip Codes - o A . 1,267 1,281 1,295 1,309 1,324 1,338
\ To-migration (10%) - -.. o -~ 145 147 149

Total Projected OP GI Endoscopy ‘ '

Procedures : 1,455 1,471 1,487

GI Endoscopy Rooms Needed at

Mission GI South ] 1 1] 1

" Source: Secton I1.1(b), page 38.

As shown in the table above, the applicant projects perform 1,455 outpatient GI
endoscopy procedures at Mission GI South in Project Year 1, 1,471 in Project Year 2, and
1,487 in Project Year 3, assuming 10% in-migration. However, as previously noted in
this section, projected in-migration for Mission, GI South is overstated. Therefore, the

projected number of procedures the applicant projects to perform at Mission Gl South is
overstated. . .

Additionally, the applicant provides inconsistent information regarding projected in-
" migration for Mission GI South. While the applicant states that 10% of the GI endoscopy
procedures at Mission GI South will come from other Bunicombe County and Henderson
County zip codes and other counties, in. the Pro Forma Section of the application, and
also in Exhibit 16, Table 5, the applicant. projects that in-migration at Mission GI South
will be 15%. [See Criterion (5) for additional discussion.] Assuming 15% in-migration

.

for Mission GI South results in the following projected utilization, as shown below:
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Mission GI South
Total Projected Outpatient GI Endoscopy Procedures
2010 - 2015
Mission GI South 2010 | 2011 | 2012 | PYi: | PY2: | PY3:
. 2013 2014 2015

Projected OP GI Endoscopy Procedures
— Combined Buncombe & Henderson . :
Zip Codes - 1267 1,281 1,295 1,309 1,324 | 1,338
In-migration (15%) L 231 234 236
Total Projected OP GI Endoscopy ‘
Procedures : 1,540 1,558 1,574
GI Endoscopy Rooms Needed at '
Mission GI South ' ' 1 1 1

Source: Exhibit 16, Table 5. Also see Pro Forma Section for Mission Gl South’s pro forma projections
and the discussion in Criterion (5).

Thus, as shown in the two tables above, the in-migration information provided by the
applicant for Mission GI South is inconsistent. The latter table shows that with.15% in-
migration, the applicant projects to perform 1,540 outpatient Gl endoscopy procedures in
Project Year 1, 1,558 in Year 2, and 1,574 in Year 3, which is 85 more procedures in
Project Year 1, 87 more in Year 2, and 87 in Year 3. Based on the differing information
provided between the applicant’s utilization and assumptions and the pro formas [Section
IL.1(b) of the application, Exhibit 16, Table 5, and the Pro Forma Section], the Project
Analyst found the applicant’s projected utilization assumptions to be umreliable.
Therefore, projected utilization for Mission GI South is unreliable. ‘

Need Analysis

Mission Hospital currently operates six licensed GI endoscopy rooms on its main campus
in Asheville, in the northern portion of Buncombe County. The applicant proposes to .
relocate one of its existing GI endoscopy rooms to a new location in Fletcher, NC, in the
southetn portion of Buncombe County. The proposed new location will be called
Mission GI South. The applicant does not propose to establish a new, separately licensed
ambulatory surgical facility. Rather, the relocated GI endoscopy room will remain on the
hospital’s' license. Indeed, Mission GI South can be thought of as a “satellite” GI
.endoscopy room of Mission Hospital. In Section IL1(b), the applicant states,. “The

proposed satellite GI endoscopy room at Mission GI South is projected to become
operational in January 2013.” . '

In Sections IT.6 and I.7, pages 70 and 71, the applicant states that Buncombe and
Henderson counties make up 63.7% of Mission Hospital’s service area (Buncombe =
56.8% and Henderson = 6.9%). Within this service area, the applicant has identified a
“sub-service area” for Mission GI South consisting of nine zip codes. The applicant
states it proposes to serve existing Mission Hospital patients who live in the “sub-service
area” and are currently traveling to the main campus in Asheville, thereby providing GI
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endoscopy services to Mission’s existing patients in a location closer to where they live.

Tn Section TTL.1(a), page 32, the applicant states, “Mission GI South will provide improved
access for the significant number of residents from south Buncombe Couniy and
Henderson County that currently choose to seek care at Mission and The Endoscopy

Center.in Buncombe County.” Additionally, in Section TL1(a), page 29, the applicant

states, “Mission GI South will provide an alternative ambulatory location for Mission
patients in the southern market for Gl endoscopies.” '

As the relocated GI endoscopy room will remain on Mission Hospital’s license and
continue to be counted in the hospital’s inventory of Ticensed GI endoscopy rooms, the
applicant projected utilization at Mission GI South based on Mission Hospital’s historical
utilization of all six existing licensed GI endoscopy rooms. Tn Section I1.1(b), page 46,
the applicant Tlustrates that from CY 2008 to CY 2010, the total number of procedures
(inpatient and outpatient) performed in the six existing licensed Gl endoscopy rooms at
Mission Hospital remained relatively fiat, with 2 compound annual growth rate (CAGR)
rate of -0.2% (or 0.0% when rounding) over the fhree-yea;'period_ _

The number of GI endoscopy procedures has rerained relatively flat not just at Mission
Hospital, but for surrounding providers as well. In fact, the total mmmber of procedures at
the five existing’ GI endoscopy providers in Buncombe and Henderson counties has
remained relatively flat or declined from FFY 2008 fo FFY 2010. According to data in
the 2009 to 2011 SMEPs, a total of 32,490 procedures were performed in Buncombe and
Henderson counties in FEY 2008 and a total of 31,600 procedures were performed in
FFY 2010. From FFY 2008 to FFY 2010, the CAGR in total procedures performed in
Buncombe and Henderson counties was ~1.38%.

There are 11 GI endoscopy rooms in Buncombe "County. Mission Hospital has six rooms

~ and The Endoscopy Center has five rooms, all of which are located in the northern

portion of Buncombe County. Historical utilization of the 11-GI endoscopy rooms is
‘llustrated below: - ‘ ) ’
GI Endoscopy Room Utilization
Buncombe County

FFY 2008 | FFY 2009 | FFY 2010 | % Increase
. . ' (Decrease)
# of Rooms 114 i1 o1 -
#ofCases @ 17,512 17,870 17,643 | 0.7%'
# of Procedures 23,312 23,517 23,426 | 0.5%
# of Procedures per Room 2,118 ¢ 2,138 2,130 -

*Source: 2009, 2010, 2011 State Medical Facilities Plans.

There are six OI endoscopy rooms in Henderson County. Carolina Mountain
Gastroenterology Endoscopy Center has two rooms, Margaret R. Pardee Memorial
Hospital has three rooms, and Park Ridge Hospital one room. Historical utilization of the
six endoscopy rooms is llustrated below: '
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Henderson County

GI Endoescopy Room Utilization

FFY 2068 | FEY 2009 | FFY 2010 | % Inecrease

(Decrease)
# of Rooms 6 6 ) -
# of Cases 8,194 6,627 6,403 (21.9%)
# of Procedures . 9,178 &.254 8,174 {10.9%)
# of Procedures per Room 1,530 1,376 1,362 L.

*Source: 2009, 2010, 2011 State Medical Facilities Plans.

 As shown in the tables above, wutilization in Buncombe County has remained relatively
flat, as the number, of cases and procedures have increased by just 0.7% and 0.5%,
respectively, from FFY 2008 to FFY 2010.

Conversely, uiilization in Henderson County has decreased, as the number of cases and
procedures has decreased by 21.9% and 10.9%, respectively, over the same time period.
Tn fact, the number of procedures performed per room in Henderson County’s six GI
endoscopy rooms in FFY 2010—1,362 procedures per room—is well below the threshold
in The Criteda and Standards for Gastrointestinal Endoscopy Procedure Rooms In
Licensed Health Service Facilities (104 NCAC 14C 3900) that requires a licensed GI
endoscopy room to perform a rainizaum of 1,500 procedures per room. (By contrast, the
pumber of procedures performed per room in Buncombe County’s 11 GI endoscopy
rooms in FFY 2010 was 2,130 procedures per room.)

Furthermore, while the applicant’s wtilization methodology assumes & -0.2% growth rate
in the number of procedures through the project years, the growth in procedures in
Henderson County has declined by 10.9% over the past two years. The applicant
proposes to locate the proposed Mission GI South campus on the Buncombe/Henderson
County line, where county-wide (Henderson County) GI endoscopy utilization is
decreasing more rapidly than utilization in Buncombe County. Additionally, the six GI
- endosceopy rooms in Henderson County are in relative close proximity to the proposed
Mission GI South campus—Park Ridge Hospital is approximately 5.15 miles; Carolina
Mountain Gastroenterology Endoscopy Center is approximately 11.70 miles; and
Margarét R. Pardes Memorial Hospital is approximately 11.80 miles. As can be seen in
the previous table, Park Ridge Hospital (the facility in closest proximity to the proposed
Mission GI South campus) performed the fewest number of GI endoscopy cases and
procedures of the three Henderson County GI endoscopy providers. Park Ridge Hospital
performed just 676 procedures per room’ in FFY 2010—well below the threshold in The
‘Criteria and Standards for Gastrointestinal Endoscopy Procedure Rooms in Licensed
Health Service Facilities (10A NCAC 14C .3900) that requires a licensed GI endoscopy
room to perform a minimum of 1,500 procedures per room. Thus, there is existing
capacity for additional GI endoscopy procedures in the Mission GI South service area.

1y the 2011 and 2012 (Proposed) State Medical Facilities Plans (FFY's 2009 and 2010, respectively), Park Ridge is
reported as performing 0 procedures. The CON Section assumes Park Ridge performed at least one procedure per
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The applicant does not adequately demonstrate the need to locaiz ope of its six existing
GI endoscopy rooms on the Buncombe/Henderson County line (literally).

The applicant assumes that 70% Mission Hospital's Buncombe and Hendetson County
market shares for outpatient GI endoscopy will shift to Mission GI South due to better
geographic access and conveniepce. It is also reasonable to assume that some patients

from other counties outside of Bumcombe and Henderson counties may wtilize services at -

Mission GI South. However, the applicant’s assumption that 10% of Mission GI South’s
patients will come from other counties outside of Buncombe and Henderson counties is
unsupported. The applicant does not identify the counties or zip codes associated with
the 10% in-migration assumption. The Project Amnalyst examined Mission Hospital’s
current patient origin for total Gl.endoscopy cases as provided in the 2011 LRA, along
with a map of the State of North Carolina. Based on thie counties where patients currently
live, the information provided indicates that it is reasonable to expect only 7.7% in-
rigration at Mission GI South to come from counties outside of Buncombe and
Henderson counties [See Assumptions and Methodology in Criterion (3) for additional
discussion.] In Section IL.1(a), page 53, the applicant states that in FY 2010, Mission
Hospital had 2,531 inpatient cases and 3,982 outpatient cases. Thus, Mission Hospital’s
inpatient/outpatient split is 38.9% inpatient cases and 61.1% outpatient cases. As such,
only a portion of the patients included in the applicant’s projected in-migration rate would
be expected to seek care in an outpatient setting. Therefore, the applicant overstates the
projected utilization at Mission G1 South. :

Finally, the applicant provided' inconsistent assumptions with regard to projected in-
migration at Mission GI South. . While the applicant assumes a 10% in-migration rate
throughout the methodology in Section TM of the application, the supporting data (Exhibit
16, Table 5) assumes.a 15% in-migration rate. ‘This discrepancy in and of itself -would

not be problematic but for the fact that the applicant assumes a 15% in-migration rate in

the Mission GI South pro formas. [See Pro Forma Section and Criterion (5) for
additional discussion.]

Tn conclusion, the applicant’s methodology and assumptions for projecting utilization at
Mission GI South overstates the number of GI endoscopy procedures projected to be
performed because its in-migration assumptions are unsupported. Additionally, the
applicant’s methodology and assumoptions are unreliable because the applicant provides
inconsistent assumptions with regard to varying in-migration rates between the
assumptions in Section TL.1(b), page-58, Exhibit 16, Table 5, and the Pro Forma Section
[See Criterion (5) for additional discussion]. Furthermore, the applicant does not
adequately demounstrate the need to locate one of its six existing GI endoscopy roomms on
the Buncombe/Henderson County line (literally) given the declining utilization In
Henderson County and the existence of sufficient capacity in Henderson County.

Tn summary, the applicant did not adequately identify the population to be sefved and did
not demonstrate the need that the population has for proposal. Therefore, the application
is nonconforming to this criterion. : '
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In the case of a reduction or elimination of a service, inchuding 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 arrapgements,
and the effect of the reduction, eliination 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. '

&

c

The applicant proposes to relocate one of its existing six Gl endoscopy rooms from
Mission Hospital’s main campus in Asheville to Fletcher,; in Buncombe County. The
relocated GI endoscopy room will be called Mission Gl South, and will serve as a
woatellite” location that will enable the applicant to provide care to patients who live in
southern Buncombe County but are currently fraveling to Mission Hospital. The
Buncombe and Henderson County patients projected to be served at the relocated GI
endoscopy room represent a shift of existing patients from Mission’s main campus in
Asheville to the new location in Fletcher, thereby providing these patients easier
geographic access to services. Furthermore, with five GI endoscopy rooms remaining on
the Mission Hospital campus upon completion of the proposed project, the applicant will
have sufficient capacity to continué to serve existing and projected patients in Asheville.
Tn Section IV.1(c), page 76, the applicant states that in CY 2010, Mission Hospital
performed 8,661 procedures in six GI endoscopy rooms at its main campus in Asheville
or 1,444 procedures per room (8,661 procedures / 6 rooms = 1,444 procedures per room).
In CY 2015 (Project Year 3), the dpplicant projects to perform 7,092 procedures in the
remaining five rooms in Asheville or 1,418 proeedures per room (7,092 procedures / 5
rooms = 1,418 procedures per room). Therefore, the relocation of one GI endoscopy
oom will not result in the overutilization of the five remaining rooms in Asheville.
Thus, patients who will continue 16 use the Asheville campus will not be affected by the
relocation. of one GI endoscopy room to Fletcher. Consequently, the application is
conforming to this criterion.

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

NC
In Section I8, pages 71-72, the applicant describes the alternatives considered. The
applicant considered developing a new-GI endoscopy room rather than relocating one of

the existing six rooms, but determined that it would be more reasonable to use existing
resources. “The applicant also considered relocating two rooms to southern Buncombe ™
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County instead of one, but determined that the volurme of existing cases originating from
the southern portion of the county would not support two TOOMS.

The land and the MOB in which the relocated GI endoscopy room will operate straddle
the Buncombe/Henderson County line. Fxhibit 28 includes a copy of the warranty deed
for the portion of the property in Buncombe County and a copy of the warranty deed for
the portion of the property in Henderson County. Both deeds state the following, “This
deed is one of two deeds describing the above properiy, one being recorded in Buncombe
County and one in Henderson County.” The majority of the property is located in
Henderson County. Exhibit 28, page 508, includes an attachroent to one of the warranty
deeds describing the property as follows: “Lying in Buncombe and Henderson Counties,
being a tract of 7.739 acres, of which 2. 735 acres are located-in Buncombe County and
5.004 acres are located in Henderson County...” Exhibit 29 inchudes-a line drawing
which shows that the county line crosses through the land and the MOB. Exhibit 6
includes a line drawing of the proposed GI endoscopy suite, which clearly shows that the
county line cuts through the corner of the proposed space. Thus, as {lustrated in the line
drawings, the space in which the proposed relocated GI endoscopy room will be located
is in both Buncombe and Henderson Counties.

Tn Section L7 and L8, the applicant states the physical address of the proposed relocated
GI endoscopy room is 2651 Hendersonville Road in the Town of Fletcher, in Buncombe
County. If the entire proposed Gl endoscopy suite were located in Buncombe County
there would be no change in the inventory of operating rooms in Buncombe County, as
_ the GI endoscopy room being relocated is currently located in Buncombe County.
However, dus to the fact that a portion of the proposed Gl endoscopy suite will be located
in Henderson County, as illustrated in the line drawings provided by the applicant, the
proposed project would grguably increase the inventory of licénsed GI endoscopy rooms
in Henderson County. - c

In Exhibit.29, the applicant provides a cost estimate from a registered architect for
construction of the proposed project and related space in the medical office building
(MOB). Mission Hospital already owns the land-where the MOB will be located. The
applicant states that a developer will own the building and Mission Hospital will lease
space in the MOB for Mission GI South, However, the architect’s cost estimate indicates
there is 2 60/40 ownership “adjustment” between. the developer and Mission Hospital
Howevyer, the applicant does not provide eénough information. regarding the basis for
determining that there will be a 60/40 ownership “adjustment” between the developer and
Mission Hospital. Furthermore, it appears the developer should have been identified as a
co-applicant in the application because the applicant does not adequately demonstrate that
the developer will not be incurring an obligation for a capital expenditure which is a new
institutional health service (i.e., developing space for a relocated GI endoscopy room in a
licensed health service facility). Mission Hospital is the only applicant identified in the
application. - The applicant did not adequately demonstrate that the most effective
alternative has been .proposed to meet the need which.the applicant states exists. See
Criterion (3) for discussion regarding demonstration of need.
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Furthermore, the application is mnot conformjng to all other applicable statufory and

. regulatory review criteria. See Criteria (3), (5), (6), (12) and (18a). Therefore, the

applicant did not adequately demonstrate that the proposal is its least costly or most
effective alternative and the application is nonconforming with this criterion. "

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

NC

In Section VI, page 99, the applicant states that the total capital cost is projected be
$1,237,236, including $617,655 for construction costs and $619,581 for miscellaneous
project costs, which consists of $567,911 for fixed equipment, $29,000 for furniture, and
$17,120 for architectural and engineering fees. However, construction costs, fixed
equipment, movable equipment, and furniture only add up to $614,031, as illustrated '
below:

Miscellaneous Project Costs

Fixed Equipment $567,911
Furnifure $29,000
Architectural and Engineering Fees $17,120
Total Miscellaneous Project Costs $614,031
Difference™* . - . (85,550

*Source: Section VI, page 99. .
#=*Difference calculated as.follows: $619,581 - $614,031 = $3,550.

Thus, in Section VII, page 99, the applicant appears to overstate the total capital cost of .
the project by $5,550. However, it appears the developer will incur an obligation for a -
capital expenditure which is a new institutional health service. The capital cost reported
by the applicant in Section VI, page 99, does not include the 60% to be incurred by the
developer. [In the letter from the certified architect included in Exhibit 29, the architect
states that total building costs for the Mission GI-South portion of the building will be
$850,387, with the developer’s ownership portion being 60% (or $510,232) and Mission

~ Hospital’s ownership portion being 40% (or $340,155).] If the developer’s portion was

included, the capital cost of the project would be $1,747,468 (31,237,236 + $510,232 =
$1,747,468). The applicant does not adequately demonstrafe that the cost to be incurred
by the developer should not be included. [See Criterion (4) for additional discussion.]
Thus, the capital cost of the proposed project 1s understated. o

In Section IX, page 106, the applicant projects there will be no staxt»ﬁp expenses
associated with the project. While proposed to be licensed as part of the hospital, the
relocated GI endoscopy room will be located on a new campus. It is not reasonable to
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assume there will be no start-up expenses associated with development of a new campus,
such as utilities or insurance.

. Exhibit 26 containg a letter signed by a Senmior Vice President, Finance and Chief
Financial Officer at Mission Hospital, which states, .

“Mission Hospital is positiored financially o fund the project cost of $1,237,236
through operations and/or. accumulated cash reserves. Funds are available for

| this project, in addition to several other projects which have been approved or
are under review by the Agency as reflected in Mission's 2010 Audited Financial
Statements, which are included as part of this Application.”

The applicant does not adequately demonstrate the availability of sufficient funds for the
capital cost of the project given the developer appears to be incurring 60% of the cost 1o
develop the mew institutional health service. Purthermore, the applicant does not
adequately demonstrate the availability of sufficient funds for start-up costs likely 1o be
incurred prior to serving patients at the new campus.

In the Pro Forma Section, pages 121 and 125, the applicant provides a statement of
revenues and expenses (Form C) for GI endoscopy services at Mission Hospital and
Mission GI South. On the statement of revermes and expenses for Mission Hospital
(page 121), the applicant projects revenues will exceed operating costs in the first three
years of the project. The project years are shown as fiscal years (October 1 — September
30) when, in fact, the applicant’s proj ected utilization is based on calendar years (January
1 — December 31). In Section IIL.1(b), page 45, the applicant states, “Calendar year 2010
Trendstar data is the most current and reasonable data to use as a base to project future
GI endoscopy utilization. It is also consistent with the project years, which are calendar
year-based.” [Also see Section ITL.1(b), page 50 and Section IV, page 76]. Interestingly,
-the projected number of cases shown on Forin C, which are based on fiscal years, through
Project Year 3 are the same as number of cases shown on page 50, which are based on
calendar years. It is unusual that the number of cases performed in any given fiscal year
would exactly match the number of cases performed in any given calendar year. Thus,
the applicant’s pro forma projections for Gl endoscopy services at Mission Hospital are
inconsistent with the methodology in Section IIL1(b) and are, therefore, unreligble.

On the statement of revenues and expenses for Mission GL South {page 125), the
applicant projects that revenues will exceed operating costs in the first three years of the
project. Again, the project years are shown as fiscal years (October 1 — September 30)
when, in fact, the applicant’s proj ected utilization is based on calendar years (January 1 —
December 31). [See Section IV, page 76 and various tables in Exhibit 16]. Addifionally,
the projected number of cases for the first three years of the proposed project is
inconsistent with the projected number of cases in the applicant’s methodology. The
inconsistencies are illustrated below:
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Projected # of Procedires
Pro Forma Section IV
Form C) (Page 76)
Project Year 1 1,540% 1,455
Project Year 2 1,557* 1,471
Project Year 3 1,575% 1,487

*Calculated by the Project -Analyst. In the Pro Forma Section, the
applicant provides the projected number of cases for zach Project Year.
in Section [LI{b), page 55, the applicant states the ratio of cases to
procedures is 1.3. The Project Analyst multipiied the projected number
of cases by 1.3 to determine the projected mumber of procedures for sach
Project Year. Project Year 1: 1,158 cases x 1.3 = 1,540 cases; Project
“Year2: 1,171 x 1.3 cases = 1,557 cases; Project Year 3: 1,184 x 1.3 =
1,575 cases.

As shown in the tzble above, the projected number of cases in the pro formas is greater
than the mumber of cases the applicant projects to perform it its utilization projec‘-tioﬁs, as
provided in Sections I and IV. Thus, the applicant’s pro formas for Mission GI South
are overstated.: Projected revenues for GI endoscopy services at Mission GI South,
which are based on projected utilization, are inconsistent with the assumptions and
methodology in Section T.1(b) and the projected utilization in Section IV, and are,
therefore, unreliable..’ ,

Additionally, on the applicant’s statement of revenues and expenses (Form C), page 121,
for GI endoscopy services at Mission Hospital and Mission Gl South, salary expenses for
climical and other personnel are not in line with the salary expenses provided by the
applicant in Section VII. In Project Year 3, salary expenses for GI endoscopy services at
Missiori Hospital and Mission GI South (combized), as provided on Form C, are shown
in the table below: " ' '

Total Mission GI Endoscopy
Salary Expenses . .
Project Year 3
(10/1/14 — 9/30/15)

Personnpel - Salary Expense
Clinical $10,949,703
Other 37,450,692
Total $18,400,395

*Sowrce: Form C, page 121.

However, salary expenses for GI endoscopy services at Mission Hospital and Mission GI
South (combined) in Project Year 3, as provided in Section VIL.2, page 93, are shown in
the table below: :
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Total Mission G1 Endoscopy
Salary Expenses
Projett Year 3

(4= 12/31/1%)

Personnel Asnnual Salary Fuil-Time Salary Expense
| Equivalents .
. (FIEs)

. &) B) (AxB=0)

Registered Nurse $62,519 17 $1,062,823

- Unit Secretary $31,917 3 395,751

Endoscopy Tech $35,169 3 $105,507
" I'RN — Supervisor $120,748 2 $241,496

Total ' $1,505,577

*Qource: Section VIL2, page 93,

As shown in the two proceeding izbles, aside from the inconsistency of the project years,
the applicant’s salary expenses in the third year of the project differ significantly. Salary
expenses ou Form C are more fhan 12 times greater than that provided in Section VI of
the application. The applicant does not explain why salary expenses differ so greatly in
the assumptions provided in the Pro forma Section. - Assuming the salary expenses
provided in Section VIL are accurate, the salary expenses in Form C are grossly
overestimated. This, however, does not reflect negatively on the financial feasibility of
the proposed project. However, the Project Analyst could not determine the source of the
discrepancy, and the discrepancy is large enough to Taise questions as to the reliability of

" the pro formas in general.

I surnmary, the applicant does not adequately demonstrate the availability of sufficient
funds for the capital and working capital needs: of the project and does not adequately
demonstate that the financial feasibility of the ‘proposal is based upon reasonable
projections of costs and révenues. "Therefore, the application is not conforming to this
criteriom.

The applicant shall demo; rate that the proposed project will not result in unnecessary
duplication of existing or approved health service capabilities or facilities:

NC

Mission }iospi‘cal 6peraie$ six licensed GI endoscopy rooms on its main campus in

Asheville and proposes 1o relocate one’ of its existing GI endoscopy rooms 10 & nEW
medical office building in Fletcher. The relocated Gl endoscopy room will continue to be
licensed as a part of the hospital. However, the applicant did not adequately demonstrate
that the proposal would not result in the unnecessary duplication of existing or approved
health service. capabilities. The applicant identified pime zip codes in Buncombe and
‘Henderson counties as the primary service area for Mission GI South. In Section I11.1(a);

- page 58, the applicant projects 10 perform 1,455 procedures at Mission GI South in

Project Year 1, 1,471 procedures Project Year 2, and 1,487 procedures in Project Year
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3. The applicant assumes a 10% in-migration rate from counties cutside of Buncombe
and Henderson counties. The applicant’s in-migration assumption is based on the fact
that Mission Hospital’s historical patient origin consists of 34% in-migrafion rate from

 sounties other than Buncombe and Henderson counties. However, Mission Hospital is a
tertiary regional referral hospital and draws patients from a wide geographic area for a
trauma and specialty’ care. Based on Mission Hospital’s current patient origin for
inpatient and oufpatient GI endoscopy from counties other than Buncombe and
Henderson counties [as reported on jts 2011 License Renewal Application (LRA)], the
Project Analyst estimates that a 7.7% in-migration is more Teasonable. [See Criterion (3)
for additional discussion.] Thus, the applicant’s projected utilization for Mission Gl
South is overstated. Furthermore, the patient origin information reported on the LRA
includes both inpatient and outpatient endoscopy procedures, but only outpatient
procedures will be performed at the Mission GI South camupus. As such, without making "~
an adjustment for inpatient Gl endoscopy procedures, even the Project Analyst’s estimate
of 7.7% in-migration is overstated. '

Additionally, the applicant proposes to locate the proposed Mission GI South on the
Buncombe/Henderson County Jine (literally). From FFY 2008 to FFY 2010, Buncombe
County experienced almost no growth n the number of GI endoscopy procedures
performed, increasing by just 0.5% from FFY 2008 to FFY 2010. In contrast, Henderson

" County has experienced a decline in the number of GI endoscopy procedures, decreasing
by 10.5% over the same time perod. . Additionally, the six GI endoscopy rooms in
Henderson County are in relaiive close proximity to the proposed Mission GI South
campus—Park Ridge Hospital is spproximately 5.15 miles; Carolina Mountain
Gastroenterology Endoscopy Center is approximately 11.70 miles; and Margaret R.
Pardee Memorial Hospital is approximately 11,80 miles. As can be seen in the previous
table, Park Ridge Hospital (the facility in closést proximity to the proposed Mission GI
South campus) performed the fewest nurnber of GI endoscopy cases and procedures of
the three Henderson County GI endoscopy providers. Park Ridge Hospital performed just
676 procedures per room? in FFY 2010—well below the threshold in The Criteria and
Standards for Gastrointestinal Endoscopy Procedure Rooms in Licensed Health Service
TFacilities (10A NCAC 14C .3900) that requires.a licensed GI endoscopy room to perform
a minimum of 1,500 procedures per room. Given the decline in GI endoscopy utilization
in Henderson County, with six GI endoscopy rooms in operation, there is sufficient GI
endoscopy capacity in the Mission GI South service area already, Thus, relocating an
additional GI endoscopy room to the Buncombe/Henderson County lirle would result in
4n unnecessary duplication of existing GI endoscopy services.

In summary, the applicant does not ladequai'ely demonstrate that the propoéed Mission GI
South would not unnecessarily duplicate existing and- approved GI endoscopy facilities
Therefore, the application is nonconforming with the criterion.

~

2 I the 2011 and 2012 (Proposed) State Medical Facilities Plans (FFYs 2009 and 2010, respectively), Park Ridge is
'reported as performing 0 procedures. The CON Section assumes Park Ridge performed at least one procedure per
case. .
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The applicent shall show evidence of the availability of resources, including health
manpower and management personnel, for the provision of the services proposed to be
provided.

c
The following table illustrates the currept and projected staffing for GI endoscopy

services at Mission Hospital and the proposed Mission (1 South campus, as reported by
the applicant in Section VI, pages 93-94.

# of Fall-Time Equivalents (FTES)
Viission Mission Hospital Mission G1
T Employee Category | Hospital & Mission G South Only
(Currenf) | South Combined | (Project Year 3)
(Project Year 3) -

. a) B) ©)
Registered Nurse 15 17 3
Unit Secretary 2 3 1
Endoscopy Tech i 3 2

| RN Supervisor 2 ] 2 n/a
Applicant’s Total 21 28 6
. Actual Total* 20 25 ]

*Calculated by the Project Analyst.
#*Source;: Sections VII.1 and VIL2.

As can'be seen in the table above, there are some discrepancies in the projected staffing
data as reported by the applicant. First, the applicant incorrectly added the: number of
existing full-time equivalents (FTEs) at Missior: Hospital (Column A) and the projected
number of FTEs for both the Mission Hospital campus and the Mission GI South campus
combined in Project Year 3 (Column B). Additionally, while the applicant’s table in
Sectio;i V12, page 94, shows a total of six' FTEs at the Mission GI South campus, the
narrative in Section VIL3, page 94, states that there will be seven new FTEs on the
Mission GI Sowth campus after completion of the proposed project.

In Section VIL6(b), page 96, the applicant provides the projected staffing for Mission

Hospital and Mission GI South by functional area in Project Year 3, shown in the table
below: , :
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Functional Area - Type #of FTE

Positions

Administration o RN Manager 1.00
e RN Supervisor . Loo

. . 2.00
Registration » TJnit Secretary 3.00
Pre-Procedure » RNs . . .5.00
' | = Endoscopy Technician 0.50

" 4 ] 5.50

Post-Procedure s -RNs 300
» Endoscopy Technician 0.50

R . 5.50

GI Endoscopy Room | & RNs » ' 8.00
o Endoscopy Technician 4.00

12.00

Fotal Sta ) 28.00

As shown in the table above, the applicant projects a total of 28 FTEs on the Mission
Hospital campus and the Mission GI South campus (combined) in Project Year 3. While
the information in Sections VII.1 and VIL.2 is incousistent, the information provided with
regard to the number of FTEs by flmc’uonal area show that the applicant’s staff
projections are reasonable.

Exhibit 10 contains letters from the Chief Medical Officer and Senior Vice President of
Medical Affairs, the Chief of Staff, and the Interim Vice President of Surgical Services at
Mission Hospital, expressing their support for the proposed project: The relocated GI
endoscopy room will continue to remain on the Mission Hospital license as one of its
total complement of GI endoscopy rooms.

The applicant adequately demonstraies the avaﬂabﬂﬂy of sufficient manpower and
management personnel to provide the proposed GI endoscopy services. Therefore, the
apphcahon is conforming to this criterion.

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

C

As a provider of frauma and tertiary services, Mission Hospital already provides
pathology services and other necessaty ancillary support services. Exhibit 20 contains a
list of facilities in the fegion with which Mission Hospital has existing transfer
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acreements. A transfer agreement between the Iviission GT South campus and Mission
Hospital is not needed because the relocated CI endoscopy room on the Mission GI South
campus will ‘continue to be licensed as part of Mission Hospital. Exhibit 7 contains .

Jetters from the Vice President of Ambulatory and Anciilary Services and the Vice

President of Support Services at Mission Hospital stating that the necessary ancillary and
support services will be provided. - Exhibit 22 contains letters from physicians at
Asheville Gastroenterology ~ Associates, P.A. and other = physicians and
clinical/administrative staff at Mission Hospital stating their support for the proposed
project. Consequently, the applicant adequately demonstrated that all necessary ancillary
2nd ‘support services will be available and that the service will be coordinated with the
existing health care system. Therefore, the application is conforming to this criterion.

An app]icant‘propo'sing to provide a substential portion of the project’s services to
‘ndividuals not residing in the health service area in which the project is located, or m
adjacent health service areas, shall document the special needs and circumstances that
warrant service to these individuals.

NA

When applicable, the applicant shall show that the special needs of health maintenance
organizations will be fulfilled by the project. Speoifically, the applicant shall show that
the project accormmodates: (a) The needs of enrolled members and reasonably anticipated
new members of the HMO for the health service to be provided by the organization; and
(b) The availability of new health services from non-HMO providers or other HMOs in &
reasonable and cost-effective marmer which is’ consistent with the basic method of
operation of the HMO. In assessing the availability of these health services from these
providers, the applicant shall consider only whether the services from these providers: (1)
would be available under a contract of at least 5 years duration; (it) would be available
and conyeniently accessible through physicians and other health professionals associated
with the HMO; (iii) would cost no more than if the services were provided by the HMO;
and (iv)would be available in a manner which is administratively feasible to the HMO.

NA
Repesled effeciive July 1, 1987.
Applications involving construction shall demonstrate that the cost, design, and means of
construction proposed represent the most reasonable alternative, and that the construction
project will not unduly inerease the costs of providing health services by the person
proposing the construction project or the costs and charges to the public of providing
health services by other persons, and that applicable energy saving features have been

incorporated into the construction plans.

NC
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The applicant proposes to relocate one licensed GI endoscopy room from the main
campus of Mission Hospital in Asheville to a new medical office building (MOB) in
Fletcher. In Section X1.2, pagss 110-111, the applicant states that the land is already
owned by Mission Hospital but the MOB will be developed by a third party developer.
The applicant states that Missicn Hospital will lease space in the MOB for the proposed
project. In Section X1.5, the applicant states the project will involve 3,700 square feet of
interior construction. In Section X1.6(b), page 113, the applicant estimates construction
costs of $166.93 per square foot. In Section X1.8, pages 115-116, the applicant describes

. the methods 1o be used to,maintain efficient energy operations.

Exhibit 29 contains a letter from = certified architect with a cost estimate for the proposed
project. The architect breaks down the cost estimate as follows:

Anticipated site improvement cost : o n/a
Amticipated upfit cost (8100/sf) $370,000
Tess Landlord tenant improvement allowance (825/sf) - (592,500)
Interior upfit subtotal © $277.500
Anticipated prorate share of site, shell & core MOB cost (4.28%) £850,387
Less 60% Ownership adjustment — Mission 40% MOB ownership ($310,232)
Associated building cost subtotal i $340,155
Total anticipated cost above $617,655

*Source: Exhibit 29.

The architect’s cost estimate indicates there is a 60/40 cwnership “adjustment”™ between
the developer and Mission Hospital. However, the applicant does not provide enough
information regarding the basis for determining that there will be a 60/40 ownership

- “adjustient” between the developer and Mission Hospital. Furthermore, it appears the

developer should have been identified as a co-applicant in the application because the
applicant does not adequately demonstrate that the developer will not be Incurring an
obligation for a capital expenditure which is a new institutional health service (ie.,
developing space for a relocated GI endoscopy room in a licensed health service facility).
Mission Hospital is the only applicant identified in the application. The applicant did not .
adequstely demonstrate that the cost of construction represents the most reasonable
alternative. Therefore, the application is nonconforming to this criterion. ‘

The applicant shall demonstrate the contribution of the proposed service in meeting the
health-related needs of the elderty 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

" these needs identified in the State Health Plan as deserving of priority. For thé putpose of

determining the extent to which the proposed service will be accessible, the applicant
shall show: '

- 000683
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The extent to which medically underserved pepulations currently use the
applicant's existing services in comparison fo the percentage of the populaiion in
the applicant's service area which is medically underserved;

C
The following table illustrates the current payor mix for the GI endoscopy

department at Mission Hospital, as reported by the applicant in Section V113, page
51. T

ENDOSCOPY DEPARTMENT
LAST FULL F1SCAL YEAR (10/1/09 — 9/30/10)
CURRENT CASES A4S PERCENT OF TOTAL CASES
Self Pay / Indigent , ' 5.24%
Medicare 7 Bedicare Managed Care 50.42%
Medicaid 13.15%
Commercial Insurance 1.31%
Managed Care 27.689%
Other (Specify)* 2.19%
TOTAL . 100.00%

*Other includes Workers Comp & Steze Employee Benefit Health Plan

The Division of Medical Assistance (DMA) maintains a website which offers’
information regarding the number of persons eligible for Medicaid assistance and
estimates of the percentage. of uninsured for each county irr North Carolina. The

‘following table illustrates those percentages as of June 2009 and CY 2005,

respectively. The data in the table was obtained July 27, 2011. More current data,
particularly with regard to the estimated uninsured percentages, was not available.

Total # of Medicaid | Total # of Medicaid | % Uninsured CY
Eligibles as % of Eligibles Age 21 | 2005 (Estimate by
Total Population and older as % of Cecil G. Sheps
. Total Population Center)
County ‘ '
Buncombe 16% 7% 16.7%
Henderson 13% 5% 17.6%
Statewide _ 16% 7% 17.2%

*Source: DMA Website: http://www.ncdhhs.gov/dma/pub/index hitm

The majority of Medicaid eligibles are children under the age of 21. This age
group does not utilize the same health services at the same rate as older segments
of the population, particularly the services offered by the endoscopy department at
Mission Hospital. . S

Moreover, the mumber of persons eligible for Medicaid assistance may be greater
than the number of Medicaid eligibles who actually utilize health services. The
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DMA website-includes information regarding dental services which llustrates this
point. For dental services only, DMA provides a comparison of the number of
persons eligible for dental services with the number actually recelving services.
The statewide percentage was 45.9% for those age 20 and younger and 30.6% for
those age 21 and older. Similar information is not provided on the website for

" other types of services covered by Medicaid. However, it is reasonable to assume

that the percentage of those actially receiving other types of health services

" covered by Medicaid is less than the percentage that is eligible for those services.

The Office of State Budget & Management (OSBM) maintains a website which -
provides historical and projected populafion data .for each county in North
Carolina. However, as of July 27, 2011, no population data was available by age,
race or gender. Even if the data were available, a direct comparison to the

applicants’ current payor mix would be of little value. The population data by

age, race or gender does not include information on the number of elderly,
minorities or women utilizing health services. Furthermore, OSBM’s website
does not include Information on the number of handicapped persons.

The application is conforming to this criterion.

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;

Recipients of Hill-Burton funds were required to provide uncompensated care,
community service and access by minorities and handicapped persons. In Section
V1.2, page 85, the applicant states, “Mission provides and will continue to provide
acute care inpatient and outpatient services to all persons regardless of race, sex,
age, religion, creed, disability, national origin or ability to pay.” In Section
V1.10(a), page 90, the applicant states that it is not aware of any documented civil

‘rights equal access complaints or violations filed against Mission Hospital n the

last five years. The application is conforming to this criterion:
That the elderly and the medjcéﬂy 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

C
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“The following table illustrates the projected payof mix for Mission Hospital's GI

endoscopy department during the second operating year of the proposed project, as
reported by the applicant in Section V114, page 92. o -

ENDOSCOPY DEPARTMENT (1/1/14~12/31/14)
PROJECTED CASES AS PERCENT OF TOTAL CASES
Self Pay / Indigént _5.24%
Medicare / Medicere Monaged Care. 50.42%
Medicaid 13.15%
Commercial Insurance . ] 1.31%
Muonaged Care . 27.69%
Other (Specify)* ' 2.19%
TOTAL 100.00%

*Other includes Workers Comp & State Employee Benefit Health Plan

Tn Section V1.6, pages 87-88, the applicant states,

“Tt is the policy of all Mission Hospital facilities to provide care to all who
seek it, regardless of their ability to pay. Mission has policies and
procedures in place to identify those patients who require finoncial
assistance and fo ensure that these patients recetve the aid they need to
access health services.” ~

The applicant demonstrates that medically underserved populations will have
adequate access to the proposed services and the application is conforming to this

_ ‘criterion.

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

C

“In Section VI.9(a), page 89, the.applicant states, “GI endoscopy patients are
 referred to Mission from hospitals and physician practices in the region. Patients

presenting in the Emergency Department are predominantly self-referval and will

“be admitted 16 acute care beds when clinically appropriate. It is also anticipared

theat the local physicians will directly refer patients for GI endoscopy services as
necessary.” The information provided is reasonable and credible and supports a
finding of conformity with this criterion.

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

C
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In Section V.1(a), the applicant describes the institutions with which Mission Hospital
patticipates in professional traiming programs. - Additionally, Exhibit 19 mcludes an .
affiliation agreement with the Mountain Area Health Education Center Family Practice
Residency. The information provided is reasonable and credible and supports a finding of
conformity with this criterion. ' ' C

Repealed effective July 1, 1987.
Repealed effective July 1, 1987,
Repealed effective July 1, 1987.
Repealed effective July 1, 1987.

The applicant shell 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 1o
the services proposed, the applicant shall demonstrate that its application is for a service
on which competition will not have a favorable impact.

NC

The applicant did not adequately demonstrate that the proposal would have a positive
impact -on cost-effectiveness because the applicant did not adequately demonstrate that
the proposal is cost-effective [see Critera (3), (4), (5), and (6) for additional discussion]. -
Therefore, the application is nonconforming to this criteon. ‘ :

Repealed effective July 1, 1987.

An applicant already involved in the provision of health services shall provide evidence
that quality care has been provided in the past. '

c

Mission Hospital is accredited by The Joint Commission. In Section IL7, page 12, the
applicant states, “The proposed project will meet all state and federal regulatory licensure -
requirements, including OSHA, Division. of Health Services Regulation (“DHSR’)
licensure, and all health facility requirements of the Buncombe County Department of
Health.” According to the records in the Acute Home Care Licensure and Certification .
Section of the Division of Health Service Regulation, no incidents have occurred at Mission
Hospital within the 18 months immediately preceding the date of this decision for which
any sanctions or pepalties related to quality of care were imposed by the State. Therefore,

the application is conforming to this criterion.
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Repealed effective July 1, 1987.

The Department is amthorized to adopt rules for the review of particular types of
applications that will be used in addition to those criteria outlined in subsection (a) of this
section and may vary according to the purpose for which a particular review is being
conducted or the type of health service reviewed. No such rule adopted by the
Department shall require an academic medical center teaching hospital, as defined by the
State Medical Facilities Plan, to demonstrate that any facility or service at amother
hoséital is being appropriately utilized in order for that academic medical center teaching
hospital to be approved for the issuance of a certificate of need to develop any similar
facility or service. - ~ ‘

NA

The applicant does not propose to establish a new licensed ambulatory surgical facility
for performance of GI endoscopy procedures or develop a new Gl endoscopy room nan
existing licensed health service facility (Mission Hospital would remain licensed for no
more than six Gl endoscopy rooms). Thus, the Criteria and Standards for

_ Gastroenterology Endoscopy Procedire Rooms in Licensed Health Service Facilities,

promulgated in 10A NCAC 14C 3900, are not applicable to this review. '

000688




1651 Hendersonville Rd, Arden, NC 28704 to 100 Hospital Dr, Hendersonville, NC 2879... Page 1 of 1

Directions to 100 Hospital Dr, Hendersonville,
NC 28792 :

4.4 mi - about 9 mins

Distance from Mission site to Park Ridge Health

% 2651 Hendersonville Rd, Arden, NC 28704

i .
@ 1. Head south on US-25 S/Hendersonville Rd toward Alliance Page Rd ‘ go 1.2 m'!
About 1 min . total 1.2 mi

r-i 3. Tum right onto Co Rd 1534/Naples Rd
| total 4.2 mi

- st

i% 5, Take the 1st ri>ght to stay on Hospital Dr go' 0.1 m;
L Destination will be on the left totat 4.4 mi

100 Hospital Dr, Hendersonville, NC 28792

These directions are for planning purposes only. You may find that construction projects, traffic, weather, or other events may cause
conditions to differ from the map resuits, and you should plan your route accordingly. You must obey all signs or notices regarding your

route,

Map data ©2012 Google
[ Directions weren't fight? Please find your route on maps.google.com and click "Report a problem” at the bottom left, 1

http://maps.google.com/ maps?saddr=2651 +Hendersonville+Road,+Fletcher,#NCé&daddr=... 4/3 0/2012
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STATE OF NORTH CAROLINA IN THE GENERAL COURT OF JUSTICE

SUPERIOR COURT DIVISION

;
g
-
:
1
COUNTY OF BUNCOMBE < 11 DHR 11636 :
~ 5
i
. :
MISSION HOSPITAL, INC; ) :
) :
Petitioner, ) DEPOSITEON %
¢ ) v % .
vSs. ) oF
\ )
N.C DEPARTMENT OF HEALTH AND ) GEBRETTE MILES

HUMAN SERVICES, DIVISION OF )
HEALTH SERVICE REGULATION, )
CERTIFICATE OF NEED SECTION, )

Respondent )

THURSDAY, JANUARY 5, 2012

10:03 A.M.

AT THE OFFICES OF
SMITH MOORE LEATHERWOOD LLP
434 FAYETTEVILLE STREET, TWO HANNOVER SQUARE SUITE 2800

RALEIGH, NC

VOLUME I

C




MS. MILES-VOLUME . -2 ' 18 MILES-VOLUMEY 4

STIPULATIONS

APPEARANCES .
PRIOR TO THE EXAMMNATION OF THE WITNESS, COUNSEL|

FOR THE PARTIES STIPULATED AND AGREED AS FOLLOW: 3
O BEHALF OF THE MISSION HOSPITAL, INC!

1. Seid sition shall be tzken for the 5¢ of
TERRTLL JOHNSON HARKIS, ESQ. L. Said depo porpo

) ry or for use a5 evi inthe above-entitled
SMITH MOORE LEATHERWOOD LLP action or for buth purposes, as permitted by all applicable
stantes end nlles;
434 FAYETTEVILLE STREET, SUITE 2800

2. Any chjcclions ofany porty hereto 25 to notice of
RALEIGH, NORTH CAROLINA . the taking of ssid deposition or as 10 the time and place
thareof or 2s to the competency of the person before whom
the same shall be t2ken are hereby waived; .

3. Objections to the questisns and motions to strike
enswers need not bemads during the teking ol this
ON BEHALF OF THE CERTIFICATE OF NEED SECTION deposition, bul imay be made for the first time during the
. progress of fhe trial of this case of any pre-trial hearing
s ' held before the judge for the purpose of riling thereon or
o : a1 any other hearing of said case at which seid deposition
JOEL JORNSON, ESQ - rriight be used, except an objection &5 to the form of 8

ASSISTANT ATTORNEY GENERAL question must be made at the time such question s asked o
NC DEP ARTMB\IT OF JUSTICE . objectivn is watved as to the form of the question;
114 WEST EDENTON STREET 4. That all formalities and requirements of the
RALEI 1 CAROLINA statute with respect to any formalities not herein
G, NORTH CARCL . . expressly walved are heroby walved, especially including
the sight to move: for the rejection of this deposition
before tral for any immepulanities in the taking of the:
sams, either i whole or in part or for any other canse;
5, That the undersigned notary-reporter shall
RESENT: UNT) pérsonally defiver or mail by rst-class mail the
ALSOF :  DENISE GUNTER, ESQ tanseript of this deposition to the party taking the
NANCY BRES MARTIN . depesition or bis attomey, who shall preserve it as the
- ’ cowrl's copy; and,
CHRISTY SINK . 6, That the witness reserves the right to read and
BRIAN MOOREB sign the trensoript of this deposition prios te filing.

Carolina Reporting Sexvice (919) 661-2727 * Carofins Reporting Serve (919)661-2727
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3 MS. MILES--VOIRE I ) 5
MS, MILES-VOLUMEI 3 5
1 PROCEEDINGS %
TABLE OF CONTENTS 2 (WHEREUPON, GEBRETTE MILES WAS CALLED AS A WITNESSE
3 DULY SWORN, AND TESTIFIED AS FOLLOWS:) E
WITNESS PAGE . H
GERRETTEMILES 4 . DIRECT EXAMINATION BY MS. HARRIS:
DIRECT EXAMINATION BY MS. HARRIS 5 Q Goodmoming, Ms. Miles. Wevemet off the record,
6 and other timss; Tm Terrd Hanis, and T
7 representing Mission Hospital Incorporated in !
EXSIBITS  IDENTIFICATION 8 comnestion with an eppeal of a decision by the CON i
9 Section related to an endoscopyretocation g
1 AGENCY'S DISCOVERY RESPONSES 17 ., application. Will you state your full name, 5
2 APPLICATION 12 1 pleasct g
12 A Gebrette Miles. :
3 AGENCYFILE 12 13 Q  Okay. What isyour business address? g
’ 14 A 809 Rugeles. Wejust moved. E
4 EXEMPTIONLETTER 101 15 Q Allnght Ifwe can go offtherecord fora %
16 second, It Jet Denise get sctfied. %
17 (OFF-THE-RECORD DISCUSSION) i
REPORTER'S CERTIFICATE 120 5 (5. GUNTER JOMNS) g
SIGNATURE PAGE 130 19 Q. (ByMs. Barris) Ms. Miles, what is your current %
20 position? i
21 A U'macentificate of need project analyst. %
22 Q  Okay, Howlong have you been in that position? H
23 A Thiceyeas. 5
24 Q  Canyou tell me alittle bit about your job E
E3
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HS., MILES—-VOLUME X -6= 5. HILES--VOLUXE I -8 %
6 8 [
1 responsibilities? 1 A Tdontrecall Possibly. Idon'tremember. g
2 A, Asacertificate of need analyst, I'm responsible 2 Q. Andyou did your administrative fellowship at Johns| %
3 for reviewing certificate of need applications, 3 Hoplins; is that right? §
4 reviewing them apainst the criferion and applicable 4 A Yes §
5 rules. T'm also responsible for performing the 5 (  Haveyou attended training programs or different |
6 public hearings as necessary, and also monitoring & educational sessions related to health planning § v
7 progress of projects that have been approved and 7 since joining the Certificate of Need Section? H
8 are under development. 1 also respond to inquiries 8 A No . :
9 regarding projects that may be exempt from review 9 Q. Youriaining is on the job; s that right?
10 or where the certificate of nieed law may not apply. 10 A, Comect
11 And other general cortespondence as necessary. 1 Q. Haveyonbeen in a deposition before?
12 Q  Doyouhave responsibility for a particular areaof | 12 A. Yes.
13 the state, or fype of service for which certificate 13 Q.. How many times, do you think?
14 of need applications are required? 14 A, Thismay be my third or fourth time.
15 A, Yes,1am assigned to HSA Ti--the western part of 15 Q. You'e doing a great job so far, but Tl remind
16 HSA T, which is Forsyth, Surry, Yadkin, Davidson 16 you to-let me finish my questions before you :
17 and Davie Counties, I believe, if I'm not 17 answer, and Il try to make sure that I Jet you i
18 forgetting one. i8 finish vouranswers before I ask another question. %
19 Q. AndI'vebeen provided withacopy of aresume for] 12 ¥ you need a break, will you let me jmow? IE
20 you, but, if you could, tell me briefly your 20 A, Iwill %
21 background with regard to health planning. 21 Q. And if you don't understand one of my guestions, H
22 A, 1 don'thave a health planning background. Most off 22 will you let me know that? %
23 smy health planning experience is—has been involved] 23 A Okay. . :
24 with my current position as certificate of need 24 Q. Haveyou testified in 2 deposition involving a :
Carcolina Reporting Service (919) 661-2727 Carolina ngorting Service {918) 661-2727 %
MS. MILES-~VOLUME I ~F= HS. MILES—VOIUHE I -9-
7 9
1 analyst, T did work for—about three years for the 1 relocation of a.n'e"xisﬁng service before? %
2 Maryland Hospital Association -primarily with their 2 A Relocation. If you want to consider—if you want %
3 financial advocacy team regarding the rate sefting 3 1o consider the Gaston satellite ID-1 mean, ED g
4 system in Maryland. Maryland's rates arc regulated 4 case as a relocation, that would be the closest to %
5 by the state, and so in an advocacy position on 5 arelocation. :
6 behalf of the hospitals, I worked in that capacity. 6 Q  And, just more generaily, have you ever testified 5
7 But from a hesith planning standpoint, most of my 7 in a contested case hearing? %
8 expcﬁmuahasbunxgdnedasacmﬁﬁcmzofnaed 8 A Yes %
9 analyst. 9 Q How many times? %
10 Q  What degrees do you have? 10 A Twice. H
11 A - Ihavean undergraduate from Delaware in Public 11 Q. Whatcases were those? §
12 Administration and a master's degree in Health 12 A That was Wake Forest University Health Sciences |3
13 Services Administration from the University of 13 development of a ambulatory surgical facility and %
14 Michigan. 14 the Gaston satellite ED case.
15 Q. Wasyour MSA -excuse me, Master's of Health Servics 15 Q. The Waks Forest University Heslth Sciences amb sur;
16 Administration focused more on policy, would you 16 center, was that a new ambulatory surgical center?
17 say? 17 A Yes '
18 A No, [ would say its—-the subspecialty was Health 18 Q. Diditinvolve transferring ownership of any
19 Management and Policy, so it was a combination of 19 exisfing operating rooms?
20 management and policy. But I think primarily our 20 A, No, it was a development of new operating rooms.
21 trajning was more geared towards management and 21 Q. ° And did you initiaily disapprove the application?
22 operations. 22 A Yes—no, 'msorry. [approved that application.
23 @  Didyonbave any classes with regard to health 23 Q. And then there was an appeal by a competing
24 plemning? 24 applicant? :

Carolina Reporting Service carolina Reporting Service
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Tntervenor, I believe. It was not competifive.

Was the Agency's decision upheld through that
appeal process?

Thaf's—to my knowledge, it's still outstanding.

Okay.

I'm not certain of the status.

What was your initial decision with regard to the
Gaston ED?

I approved that application.

And was there an appeal by Carolinas Medical
Center?

Yes.

¢ Does that case remain pending as well?

To my knowledge, yes.

in regard to Mission's application, 1 typicaily
refer to it as the GI or GI South application.
Will you know what I mean if T use those
shorthands?

Yes.

Okay. Did you have a particular shorthand that you
used?

I think I followed the applicant, which ﬁxey used
Mission GI South.

How did you come to be the analyst for the Mission

(919) 661-2727
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" questions. Did you do anything else besides

12—

xhibit 2, Tve got 1 here, and the Agency file as
Exhibit 3.

(DEPOSITION EXHIBIT NOS. 1, 2 AND 3 WERE

MARKED FOR IDENTIFICATION.)

And Tl hand you what I've marked at the beginning
as Exhibit 1, which is a copy of the Agency's
discovery 1esponses, and we'll be referring to
these exhibits throughout the deposition. 'ty
1. meke sure I give you time and the page number to
get where you need to go for my parficalar

Jooking back through the application and Agency
file and talking with counsel fo prepare?

Neo.

Did you locate any other documents that you though
might be responsive to discovery requests or that
should have been incladed in the Agency's file?

No.

What did you do to compile
case?

1 simply went back through ail of the doumnex.mtxon '
that I had gathered during the review from the—
from the public hearing all the way to the final
findings and organized them for the Agency file.

the Agenoy fiie for this
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G1 South application if you're typically assigned
to another HSA?

I was assigned—] was assigned this particular
application by leadership in the CON Section.

Do you know if it was a question of workload or
that they particularly wanted your expertise for
this application?

I'm not sure,

At what point did you become assigned to the
application and review?

1 don't-T don't remember.

In terms of today's deposition, tell me what you

did to prepare in terms of docurnent review or

discussions with others.
T reviewed the Agency file and spoke with counsel.
Did you review the Mission Gl South application
again?
Yes--well, yes, it's part of the Agency file,
We can mark them as exhibits, Probably, this isa
good time to do that, Ihave in front of you
witness copies of the Agency file. Ihave separate

 notebooks, one with the application itself and one

with the Agency file materials. Let's mark the
deposition—1 mean, excuss e, the application as
(919) 661-2727
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Firthe discovery responses that we've just marked
and handed--1 handed you as Bxhibit 1, it reflects
that you and M, Frisone were primarily responsibld
for providing information for these responses; is
that correct?

Yes.

And, during the review, there hay have been
discussions with Craig Smith or others, but at the
time you prepared these responses, you didn't have
specific recollection of that, right?

That's cotiect.

And Fatima Wilson, another project analyst, was
present with you at the public hearing?

Yes. ' '

Did she have any other role in the review process?

No.

‘Why did she attend the public hearing?

The public hearing--there were two applications .
under the public hearing. She was the project
analyst for the other application, and it also
réquired a public hearing, so we did them at the
same time.

When you became involved with the review of the [z
Mission GI South application, was a public hearing
(919) 661-2727
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1 already scheduled?

2 A No,Idon't believe so. IbelieveIwas assigned

3 early in the process.

4 Were you aware that Mission had requested an

5 expedited review of its application?

6 A Idomt-Idontrecail. Twould nothave checked

7 this application in, because if's not in nry HSA,

8 ang, typically, usually the person who either

9 checks in the application when i comes into the
10 Certificate of Need Section, is aware tirat there is
il an expedited review, or the project analyst who
12 checks the application in for its completeness is
13 aware that there's an cxpedited review. ButTwas
14 not--neither of those people.
15 Q. Whatdoyou mean checking i an application?
16 A. When an application--when an applicant brings an
17 application on applicétion day, we check in the
18 application. There are a few things that we need
19 to make sure, or just ask if they ere included.
20 Whether or not that particular application--if the
21 applicant has requested expedited review is one of
22 the things that we need to check for.
23 Q. When an applicant requests an expedited review,
24 what's the process for determining whether to grant

Carolina Reporting Service
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1 preject analyst. i
2 Q. Doyoulmow whe completed it? i
3 A Theazalyst box up top says Les, so that's Les §
4 Brown. F}
5 Q. DidLes— 2
6 A Sotherewas no—it was not expedited. H
7 Q. Right Ifyou look at the very first page of the
8 Agency file though, if's actually Bates numbered 2, §
9 there was a request for an expedited review, i
10 correct? ) %
11 A, Yes %
12 Q. And then poing backto Page 3, there's a no under |
13 expedited approved-- E
14 A. That's'correct. ' % .
15 Q. —andthen supervisor's initials. Do youknow  [E
16 whose those are? . §
17 A Ycan'ttell. ¥ would be Craig Smith or Martha F
18 Frisone. I'mnot sure whose initials those are. %
19 Q. Isthe-isthere a letter sent to an applicant who i
20 requests expedited review and the request is ‘ %
21 denied, or how does an applicant obtain the ]
22 decision on expedited review? B
23 A OnPage 16, there is a letter dated May 2nd, whichiz
24 5

Carolina Reporting Sexvice (919) 661-2727

is a dental of expedited review. So we notified

MS, NILES—-VOLUME I -15-
15

i the request?

2 A The Assistant Chief or the Chief has to approve the

3 expedited review request. :

4 Q. Inthis particular review, the decision was made

3 not to expedite the revisw. Do you know who made

6 that decision?

7 A. IbelieveIsent outthe letter for the extension.

8 I dox't recalt why. It could have been xay workload

9 at the time ~prior to when this application came in
10 that delayed my completion of this review.
11 Q. Interms of the denial of the expedited review,
12 that came much earlier when it was decided to
i3 schedule the public hearing, did it not?
14 A. Let me look, because I don't recall if it was

15 denied, or if it was acoepted and then we had to

16 extend it. Ihaveto check.
17 Q. Axeyoulooking at the Section I of the Agency
18 file?
15 A Yes. Okay. There was not an expedifed--it was not
20 approved for expedited review.
21 Q. Andwhat-what are you referring to?
22 A I'mlooking at the completeness check forn.
23 Q. IsthatPage5?
24 A, Yes,onPage5. That was completed by another

Carolina Repofting Service
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1 the applicant in May that the request was denied,

2 Q. Thisletter on Page 16 of the Agency file to M.

3 Moore says that the Certificate of Need Section has
T4 determined that a public hearing is in the public

5 interest, and, therefore, an expedited review will

6 ot be granted.

7 A Yes

g Q.  Andthat letter is signed by yourseif and by Ms.

9 Frisone, is that right? s
10 A Yes
11 Q.  Did you discuss with Ms. Frisone whether to grant :
12 the expedited review request? %
13 A Idon'trecall, and I don't recall if it was Ms. :
14 Frisone or M. Smith that made that call. g
15 Q. Anddoyouknow why it was determined that a public g
16 hearing would be in the public interest? i
17 A Idon'trecal i
18 Q. Didyou agree with the decision? .
19 A, That's their decision, so I didn't question it. %
20 Q.  Are you saying that you did not have any role in :
21 that decision, or that you just don't rerhember?

22 A, Iwould not have had aole in that decision.
23 Q. Tnatypical review that you perform, tell me how
24
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1 that you take. ,
2 A. I~ personally begin by reviewing the application.
3 I read the application entirely through. When I'm
4 finished with the application, I will then read any
5 public comments that we've received and responses
6 to public comments that we may have received, and
7 then 1 begin with Criterion 1 and work my way
8 through. :
9 Q. Do youtypically review the application in any
10 depth before the public hearing?
11 A, No, mziny times I've not—-most times I've not seen
12 the application prior to the"public hearing.
13 Q.  And, likewise, do you just wait until afier the
14 public hearing to review the comments and responses
15 to comments?
16 A, Yes
17 Q. Do yourecall if you read any of this application
18 before the public hearing?
19 A, Ididnot
20 Q. Going back to 2 more general question, have you--
21 prior to the Mission GI South application, have you
22 reviewed applications that involved endoscopy?
23 A, Yes
24 Q. Canyoutell me how many of those?

Carolipa Reporting Service (819) 661-2727
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1 merits of each, but if they both met all the
2 criteria, could you bave approved both?
3 A, Youknow, I don't remember the details. Tm not
4 sure.
5 Q. Wasthere an appeal related to your decision?
6 A. Yes
7 Q. And Salem Gastroenterology appealed?
8 A, That's comect ’
9 Q. Isthat appeal still pending?
10 A. No, I believe thers was & settlement.
11 Q. Andwho-did either applicant receive a certificate
12 of need as part of the setdement?
13 A Yes .
14 Q. Whichone?
15 A, Well, initially--initiatly, Digestive Health
16 Specialists received a certificate, and-news 1
17 thinle-I befieve Salem GI may have received a
1g certificate as well after—as part of the
19 setflement, but I'd have to check.
20 Q. There's pot a need dstermination process for the GI
21 endoscopy rooms, night? ;
22 A. That's correct.
23 Q. Have you reviewed applications involving operating
24 rooms, amb surg operating rooms?
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1 A. Probably two or three.
2 Q. Doyourecall the counties or the providers?
3 A, Ibelieve they were all in Forsyth County. I think
4 F've done two for Digestive Health Specialists and
5 one for--well, they may all three have been
6 Digestive Health Specialists.
7 Q. Woerethey competitive applications?
8 A. Actually, yes, one was deemed to bé cornpetitive.
9 Tt was Digestive Health Speciafists and Salem
10 Gastroenterology in Kemersville.
11 Q. Did you make the determination that the two
12 applications were competitive? .
13 A. 1don'trecall if I made that determination, or if
14 ~ the Assistant Chief or Chief made that
15 determination.
16 Q. Whatwas the Agency's decision with regard fo the;
17 competitive endo application?
18 A. Iapproved Digestive Health Specialists and
19 disapproved Salem GL
20 Q. Could you have approved both applications?
21  A. No,Ididn't. Icouldnot i}ave approved both.
22 Q. ‘Whynot?
23 A. Oh, youmean in terms of whether they were--
24 Q. Right. Inthe general sense, not regarding the

MS. WELTS--VOLWME I -21-
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1 A Yes.
2 Q. Howmany?
3 A Well, there's just one that comes to mind that I-
4 well, now, I shouldn't say that. There are two,
5 and 1 believe they're both Wake Forest University
6 Health Sciences applications.
7 Q.  AndIbelieve you told me about one of those
8 already.
8 A Yes, that was the ambulatory surgical facility in
10 Winston-Salem, and the other was to relocate three
11 OR's also i Forsyth County.
12 Q.  Didyou approve or deny the application to relocate
13 three OR's?
14 A That was denied
15 Q. Didyourefer back to the findings on that
16 application to relocate three OR's in copnection

-
~3

with the review of Mission GI Squth?
No.

pry
P

|

i
19 Q. When youtre reviewing the competitive comments of i
20 _' written comments by community members related to an%
21 application, how do you factor that into your i
22 decision then, and when do you review those as §
23 compared to the application? g
24 A, Well, as I mentioned, [ will read the application g
2
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first before 1 look af any comments, and I seview
the comments that are submitted, and I read them in
corjunction with the response to comments, and 1
determine, or assess whether or not—whether of not
I feel that there is any merit, in my mind, to

either Jook more closely at a comment that hias been
made, or to dismiss a commoent if 1 determine i#'s
not relevant,

Do you review those comments and the responses
before or after you review the application against
the criteria?

1t's before T start the findings.

And when you say before you start the findings, ate}.

you saying that you review an application and then
write your findings with regard to Criterion 1, and
then review more and write your findings?

No, I will review the whole application, and
comments, and ths response fo comments before I
start writing.

Tn this particular case, the Mission GI case, there
was a pre-application conference in February, 201L
Did you attend that public—pre-application
conference?

I did not.

MS. MILES--VOLWME I lpg- 2
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1 ‘relation to the courty line. E
2 Q. Whatis your understanding of the issue that wash,
3 discussed at the pre-application conference? E
4 A, I-Idor'trecall. Scmething about the county E
5 iine. ' %
6 Q  Was itjust that the project was located on the
7 county line, or was there something specific with §
8 regard to the actual building? 5
9 A I-Tdon'trecall. You'd have to ask Ms. Frisone %
10 the specifics. é
11 @ Did any of the three who attended the pre- %
12 application conference say 1o you, M. Miles, yoult
13. need to be aware of the fact that its located |
14 here, or thisTs 2 concern for us, or we told the =
15 applicant that it conld do & certain approach? E
16 A. Not-notthat]recall. It's clear fiom the §
17 application. I could see where the building was H
18 proposed to be located, but I didn't have any 5
19 discussion, to my knowledge--that I recall about g
20 that. t
21 Q. Doyouknow if any other sections of DHSR :
22 participated in that pre-application conference, §
23 such as Construction Section?
24 A My understanding is -is that it was just—-it was
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" location of the building, and I don't recall

Do you know who did?

I believe it was Ms. Frisone, Mr. Smith and Mr.
Brown.

Did you speak with any of the three about the pre-
application conference and what was discussed?

The pre-application conference may have been
discussed as part of the discussion about the

whether or not it was with Ms. Frisope or Mr.
Semith, but I did not talk with Mr. Brown about this
application at all.

Did you get any notes or memos from Mr. Brown, M|
Smith or Ms. Frisone about the pre-application
conference? :

No,

Did they make any notes, to your knowledge?

1 don't know.

‘What was discussed with regard to the relocation or
the location?

[ don't remerber the specifics, and Twouldn't
hazard a guess to restate what—what was said,
because I don't remember it in full detail, but
apparently in the pre-application, there was some
discussion about the location of the building in

[S R B S O R VR A S
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Fust three representatives fom the CON Section and
then & few of the representatives for the
applicant. '

Do you know if there were meetings that involved
both the CON Section and Construction Section prior
to the application being filed?

1 don't kmow.

Did you have any disoussions personally with
anybody in the Construction Section about the plans
in the application, or the location?

No.

Did you send any emails fo or contact the
Construction Section during the review?

No. .

‘What about the Licensure Section?

No. I'm.somy, yes. We did a standard quality
check. Ihave to contact Licensure Section
regarding the past services at the facility, and 1
did that.

I believe that's reflected in the Agency file.

That-—~

Yes.

Is that the check that relates to whether there
have been any quality or licensure issues?

(919) 661-2727
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1 A Yes
2 Q. Didyou contact Licensire Section at all with
3 regard to the location of the building or the fact
4 thatit-would be Heensed as part of Mission
5 Hospital?
6 A No .
7 Q. You'vetold roe that Ms. Frisone was the--was
8 involved i the pre-application conference and may
9 have made the decision rot to expedite the review.
10 What else did she do with regard to this review?
11 A, Asthe co-signor, she reviews the findings, By
12 draft findings, and if I have any questions, she’s
13 * there to answer any questions I may have.
14 Q. Doyouknow how much of the Mission Gl South’
15 application Ms. Frisone reviewed herself?

16 A, Idoatknow.

17 Q. Didyou have discussions with her at any point
18 before you prepared your draft findings?

19 A. Tdom'trecall. It's possible.

20 Q. Doyourecall being—having any particular

21 questions for Ms, Frisone during this review?

22 A Wehad several discussions on a number of different
23 topics. Tcan't categorize them or say

24 specifically what they are, but we had a number of

Carolina Reporting Service - {919) 661-2727
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1 Q. Whatin particular did you discuss with Mr. Smith
2 about the inmigration?

3 A, From what I recall of that discussion, that was not
4 regarding the discrepancy between the 10 and 15

5 percent. That was regarding the applicant's

6 projected inmigration of 10 percent, and whether or
7 not that was reasonable, Irecall us Jooking at

8 the licensing renewal application, the most recent

9 one for endoscopy services, and fooking at he

10 service area where those patients were projected to
11 come from, and also looking at & map of the State
iz of North Carolinz, Jooking at the counties and

13 where they were prajected fo come from vetsus whergs

14 one might expect them to come from.

15 Q. Does that relate toyour finding that you didn't
i6 - think that people would drive past Mission's

17 carrent location fo get to Mission GI South?

18 A, That reiates o me determining that they overstated 12
19 the inmigration.
20 Q. Ihelieve there's some materials in Exhibit--in—

21 excuse e, behind Fab 4 of the Agency file that
22 relate to the discussion. If you would, tam to

23 those, and if you would let me know if I'm right
24 about my guess on that. It begins with Page 568,

Carolina Reporting Service (819) 661- 727
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discussions.
Q. Canyou give me any examples?
A.  For example, about the discrepancy with the
inmigration rate.

We'll talk about that a lot more specifically, but
what do you remember at this point about your
discussion with Ms. Frisone about the inmigration
rate?

A. ] don't recall the discussion specifically, but I~

0 @ e W s W N
o

10 I noted and brought to her attention that there was
11 a discrepancy, and we must have had some discussiors
12 about that, looking back at the application where

13 the discrepancies are, but the details of our

14 discussion, I don't--I don't specifically recall.

15 Q. When you say there's a disorepancy in the

16 inmigration rate, what do you mean?

17 A, Well, in certain places, it's represented as 10

18 percent, and others it's represented as 15 percent.

19 Q. Thediscovery responses that we marked as Exhibit
20 1, Question 2 reflects that there was a discussion

21 between yourself and Ms, Frisone and M. Smith

22 about ininigration. Is on Page 4 in the response
23 to Question 2.

24 A, Yes.

carolina Reporting Sexvice (819) 661-2727
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1 the analyst's working papers and notes.

2 A Okay. i

3 Q. And,Ibelieve, on 569, there begins the email

4- exchange that we talked about with regard to

5 quality.

6 A Yes.

7 Q. Okay. Andfollowing the email exchange with

8 Cecitia Boone at the Licensure Section, there is a

9 series of maps and information. Tell me what-wha % .
10 you've got there. :
11 A.  OnPage571 and 572, T was just trying to geta §
12 picture in my mind of where the project was going §
13 to be focated. Tdon't even recall what website I §
14 went to to find this information, but I was just 5
15 trying to get a picture of where the building was %
16 supposed to be. On Page 573, I'm not sure off the i
17 top of my head what these two locations are. I did é ’
18 some research just about the Town of Fletcher on :
i9 Page 574 to 575.
20 Q. Andletme, if I might, go back to 571, please.
21 A Sue. ' A
22 Q. There's some handwritten numbers on 571 Is that ¢
23 your handwriting?
24 A Yes

Ccarolina Reporting Service {919) 661-2727
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and letters of support from Pardee and Parkridge. §
3

‘
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1 Q.  Whatdo the mumbers reflect? i
2 A, Ithink—ifT can recall, I think they were street 2 They're 2lso endoscopy providers in the area, andl I
3 addresses that didn't come out on the print-oot 3 was trying to see how close they were it proximity % ‘
4 that were on the website, T think I was trying 1o ¢ fe the proposed project and to one another. %
5 get a grasp of, again, where the propetty was 5 Q. Soonyour Legend, A" is the Mission GI South, "B" &
6 Tocated. I fink T may have had the address and 6 is Pardee; is that dight? :
7 was trying to figure some things out, and so those 7 A, Yes.
8 are just—1 think they're street addresses. 8 Q And"C"isParkridge?
9 Q. Andiftheaddress was given on Hendersonville Road 9 . A, Yes. Ibdieve that's what I've got down here.
10 for the project, is that right? 10 Q. Allsght. And youhave anoteabont 5.15 miles.
11 A Yes. ' 1i ‘What does that mean? ’
12 Q. And that's in Buncombe County, correct? 12  A. Thaf's 5.515 miles from Mission GI South. Now,on i
13 A Well the building is in both counties, but the 13 581, I've got Carofina Mountzin, which isn't on the
14 address is in—for in the application it's Buncombe 14 page before, 5o T'm not sure which ene "C" is, but
15 County, yes. 15 T was looking in general to see the proximity of
16 Q. Allright. -And you were saying that you did some 16 other providers. : ‘é
17 background information or research about Fletcher? 17 Q. That information was reflected in the application %
18 A, Iwasjusi looking up Fletcher, because L. 18 ax well? £
19 thought it straddled the county line, and so T just 19 A Yes c
20 put it in here, because I had looked at that page, 20 Q. BothPardee and Carolina Mountain Gastroenterolog %
21 and 1 just wanted to acknowledge that I looked at 2% are in Hendersonville, right? g
22 fhat page. The zip code, I don't recall off the 22 A, Theyre in Hepderson County, yes. ’,&f
23 top of my head, but it may be the zip code for the 23 Q. Andactally in the Town of Hendersonville? H
24 project or the Jocation. 24 A, Tdhaveto double check. T cantrecall off the %
Carolina Reporting gervice (9518) 661-2727 carolina Reporting Sexvice (219) 661~2727 g
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1 Q. The-the codeon 5767 1 ‘top of my head. ’
2 A Yes,onPage576,1put in 28732, 2 Q. Youwereaware during the review that Pardee
3 Q. IfyoaloockatPage3ofthe application, is thet 3 supported the application that Mission filed? §
4 the zip cade for the project? 4 A Ibelieve we received a letter of support from
5 A Yes,and that's what I was just fooking at the zip 5 Pardee.
6 coteto see what city came up. It said Fletcher. & Q. Ifyouwould, goonio582.
7 Page 577 was--again, 1 don't even recall the 7 A, 582,1think this was--I was trying to see the
.8 websites I was looking at, but this actually gave 8 distance between Mission Hospital and the proposeds
9 me sort of a satellite picture of the property. 9 Mission GI South. )
10 Q- Didyou have o enter the—the plat numbers or the 10 Q. Whatdidyou determine?
11 address, or how did you get the overhead view? 11 A. Iputinthe addresses of each one, and it just
12 A, Youlnow, don' remensber. I don't remember off 12 said it was about 10 miles away, and I just wanted ;
13 the top of rity head how I got that. 13 that for just general knowledge.
14 Q. IsPape578 asimilar map? 14 Q. It looks like you did some demographic research |2
15 A Ithink it's another picture, If's hard to see. 15 beginning on Page 583. :
16 Q Itlooks like-this one on 578 looks like it was 16 A Yes, 1 did this—this is for Criterion, I believe,
17 from Google Maps. 17 13, and it's just new standard information we fook |-
18 A Yes. Yes,and 579 as well 18 at now. %
18 Q. Did youhave a particular concem or Just trying to 19 Q  What's the source of the information? §
20 visualize where the project would be located? 20 A, It'snot on the bottom there, It's public %
21 A Iwasjustirying to visualize where the project 21 information. I'd have to look in the findings. 1 H
22 - would be located. 22 thyink I've cited the source in the findings under 3
23 Q. Andwhatis the map on Page 5807 © 23 Criterion 13. 2
24 A, OnPage 580, I was looking at--we received comments] 24 Q.  Okay. Butis it--does the source have it organized” %
: :
|
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in this way, or did you have to pull these tables
together?

A.  Oh, no, this—this is printed page print verbatim.
I didn't pull together any tables.

Q. You defermined that the application was conformmg)
with Criterion 13, correct?

A, Letmelook. Yes.

Q. And, going back fo the working papers, you have thej
information gathered for both Buncombe and
Henderson County?

A Yes )

Q.  Andwhy did you ook at the Headerson County

! information with regard fo Criterion 137

A.  Well, the-the building was in both Henderson and
Buncombe Counties, and so I pulled both.

Q:  The-is it your understanding that the Gl room will
be in Buncombe Courtty?

A.  Well, there's 2 question about that. The diagram
that is in the application shows that it's--i can't
tell if the line is through the room or through the
facility ftself. s unclear, It appears fo me—

I can't say if if's going through the exact room-—
or the room itself.
Q. Andyou're~the line you're talking about is the
(919) 661-2727
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1 Q. Hyouwould, tumn to Page 587. Teil me what you-
2 what we see on Page 587 of the Agency file.
3 A Thisis GI utilization data for Buncombe and
4 Henderson Counties. I's SMFP. It's Stafe Medical
5 Facitities Plan data.
6 Q. Aliright Didyou compile the dafa that we sce on :
7 Page 5877
8 A. Ireceived this from Ms. Frisone.
9 Q. Doyouknow if she compiled it berself or requesteciz
10 it from health planning?
11 A, Tdon'trecall Idon'tknow.
12 Q. And, atthe bottom, there's 2 footnote that said it
13 was from the 2011 and 2012 proposed State Medical
14 Facilities Plan?
15 A Yes '
16 Q. Didyoulook back at the Plan yourself to verify
17 any of the munbers?
18 A,  Yes, through the review process, I looked at the
18 Plan and the data tables that were in the
20 application as well to make sure that they were all
21 saying the same thing,
22 Q. Didyoudetermine that they were all saying the
23 same thing?
24 A Yes.

Carolina Reperting Service
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i county line?
2 A, Yes, based on the line drawing that we received.
3 Q. So, for purposes of your review, did yon look at it
4 both ways, or did you look at whether the room was
5 solely in Buncombe County as stated?
6 A, Tlooked at it as the facility—the space being in
7 both counties.
8 Q. What-the space for exactly what?
9 A, TheGIendoscopy space.
10 Q. And you considered that to be in both counties?
11 A Yes. .
12 Q. Whatabout with-what about just the endoscopy roon
13 where the procedures would be performed?
.14 A, ThatTcan'tiotally tell with 100 percent
15 certainty from the fine drawn, because if's not
16 labeled.
17 Q. Didyouask anybody from Mission questions about
18 the location during the review?
19 A No
20 Q. Could you have?
21 A. D'mnotsure. ITwould have had-I'd have to ask
22 Ms, Frisone.
23 Q. Didyouask—
24 A. I'wouldhave had to ask her. 1did not ask ber.
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1 Q. So,inother words, you did not find any
2 discrepancies between the application and the
3 SMEFPs?
4- A. Notthat)recall that ring a bell for me, no.
5 Q. AndIwould need to ask Ms. Frisone where she—ho
6 she obtained the—Page 5877 '
7 A Yes
8 Q. Isitcomect that Pages 588 through 591 are actual
9 tables--or 593, excuse me, are actual tables from
10 the State Medical Facilities Plans that you
11 reviewed?
12 A Yes.
13 Q. Did youlook af any other counties besides Buncombay
14 or Henderson just as a comparison point? ‘
15 A, No
16 Q. Before the Mission GI South application, had you
17 done any CON reviews for any type of service in
18 Buncombe County? '
19 A. No,Idontbelieve so,
20 Q. Andwhatabout Henderson County?
21 A No. .
22 Q. Have you done any since for either county?
23 A,  No,Idon'tbelieve so.
24 Q. Who's normally assigned to that? Is that Mr.

Carolina Reporting Service
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1 Brown?
7 A, Mr Brown I'mnotsure if there's another analyst
3 assigned to any other nearby counties, but Mr.
4 Brown.
5 Q. IfFmnot mistaken, the remainder of your working
6 papers just is a copy of the 2011 renewal
7 application for Mission?
8 A Yes
"9 Q. Didyoulook at any other years besides 2011
10 licensure renewal applications?
1T A No
12 Q. Didyoulook at any other providers, such as Pardes
13 or Parkridge license renewal applications?
14 A, Onlyinthe context of what wes provided in the
15 SMFP, which is from the ioense renewal data.
16 Q. Butyoudidn't goback o any.of those actual
17 license senewal applications?
18 A No
19 Q. We talked aminute ago about the fact that Pardee
20 sent a levier of support. It's— I believe it
21 appears in the Agency file on Page 16, but Fd like -
22 for you fo ook at it and confirm, And I--it was
23 actually Page 16.
24 A LS

Carclina Reporting Service (913) 661-2727
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A. No.

Q. - At what point during the review did you determine
that you would not approve the Mission GI Sonth
‘application?

T'm not sure, probably as I was—as I was writing

. it :

Q.  When would that—was that in terms of time? I

believe the review started in April, and the

decision was made Augost 28.

[~ IR - S PAN S Tt R

secretary. Tm not sure who put thet there.
Okay. Were there any lefters or comments that were
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1 Q. 15. Okay. And you received it by fax on April 29,
2 2011; is fhat right?
3 A, Yes, that's what it says.
4 Q. Okay. Isthat your handwriting?
5 A. No.
6 Q. Werethere any—
7 A, TPmnotsarewho. It could have been the
8
9

o

10 not timely received? Would they be in the Agency
11 file that's starped not considered?

12 A, Yes,everything would be in the Agency file.

13 Q. Youdon'trecall receiving any that were not

14 timely? ) .

15 A, Idontrecall, butif they are, they would be in
16 here somewhere.

17 Q. Didyouhave any discussions with anyone from
18 Pardee about the Mission application?

18 A. No,not that ] recall,

20 Q. Okay. Other than at the public hearing, did you
21 have any discussions with anyone representing
22 Parlaidge during the application review?

23 A, No.
24 Q. Whatabout the Carolina Mountain Gastroenterology?|
. Garolina Reporting Service (919) 661~2727
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10 A. Oh, Pmnot sure, because I had it for a few--1 had
11 it for several months. I'm not sure when I started
12 writing.
13 Q. Whenyou wrote the letter that we looked at earlier
14 -on-Page 16, and then the letter on Page 17
15 extending the review, had you mede a determinatio
16 whether to approve or deny the application?
17 A No : .
18 Q. Andjustwhilewe're here, look at Page 19 of the
i3 Agency file. Did you prepare this letter notifying
20 M. Moore at Mission that the application had been
21 disapproved?
2 A, Yes
23 Q. And the following letter starfing on Page 22, is
24 that the cover letter for your findings?
Carolina Reporting Serxvice (318) 661-2727
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1 A Yes
2 Q. Andthey were sent on the fifth day after the
3 application~-afier the decision letter; s that
4 fght? '
5 A, Yes, they were sent on September 2nd.
6 Q. Hadyou prepared the findings as of August 26,
7 20117
8 A, Iwasstill working on them.
9 Q. Had ybu shared them with Ms. Frisone in draft form
10 prior to August 28th?
11 A Yes
12 Q. Doyon recall what-not specific changes, but what
13 areas Ms. Frisone focused on or just changed in
14 general terms? '
15 A. Idon'trecall as general-as general editing takes
16 place. My decision wasn't changed, so there was
17 nothing major like that, but I don't recall any
- 18 épeciﬁcs.
19 Q. Okay. Soyour initial draft findings included a
20 determination that the application was not
21 conforming with some of the criteria?
22 A Yes
23 Q. I'm going to go through each of the findings with
24 you. Do you remember anything else about Ms.

Carolina Reporting Sexvice (919) 661-2727
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1 Frisone's review of your draft findings?
2 A, No, it was like another—another review I had done.
3 Q. Didyoureceivea directive at any point to
4 disepprove the application from Ms. Frisone or Mr,
5 Smith?
6 A. No.
7 Q; Before we talk about the specifics of your
8 decision, will you look with me in the Agency file
9 behind Tab 37 That's the section with the
10 comments. You told me—or actually Section IL is
11 the comments. Tm sorry. Page 35.
12 A Okay.
13 Q.  There were extensive writter: comments submitted on
14 behalf of Carolina Mountain Endoscopy and then on
15 behalf of Parkridge, and you told me that you
16 reviewed those comments during the review?
17 A Yes. '
18 Q. Included with boih sets of comments isacopyofa
19 report relating to the certificate of public
20 °  adventage that Mission holds; do yourecall that?
21 A Ves.
22 Q. Didyou review the report refated to this
23 particular public advantage?

24 A Notin great detail

Carolina Reporting Service (919) 661-2727
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A.  There wasniothing in the comments—in the comments}
from the competitors that caused me to look at
anything that I hadn't already thought was a
poteixﬁal sticking point.

Okay. Was it a.concern to you that the GI South
application represented the first in a series of
projects between-—-with Pardee and Mission on this
joint health campus in Fleicher?

A Yhad heard from the public hearing there was some
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10 kind of relationship or something with Mission and
11 Pardee, but 1 didn't and still don't know the

12 details of what that relationship is.

13 Q. Didyoudo anything a5 part of the review to get

i poore information about what might be the

15 relationship? ‘

16 A. No. -

17 Q. Didyou consider that relevant at all fo your

18 Teview?

1 A, No. .
20 Q. Let'sgoahead and look at the Agency findings that
21 you prepared. They're, as you know, behind Tab 5
22 of the Agency file.

23 A, Okay.

24 Q. Onthe first page of the findings, which is Page

Carolina Reporting Service (918) 661-2727
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1 Q. Didyoutake thatinto consideration during your
2 review?
3 A No
4 Q  Okay. Did you consider it relevant in any way fo
5 your review? '
& A No
7 Q. I it fair to say you understood that both Carolina
8 Mounttain and Parkridge are competitors of Mission?
9 A Yes.
10 Q. Withregard to GI services, at least?
11 A Yes
12 Q. Andyoualso said that you cmeﬁﬂly reviewed the
13 response to comments that was prepared and
14 submitted by Mission at the public hearing?
15 A Yes.
16 Q. Andisitthe document that begins on Page 524 of
17 ‘the Agency file?
18 A Yes
19 Q. Asyou's sitting here today, were there particular
20 issues n the written comments by Parkridge and
21 " Carolina Mountain that you did not feel were
22 addressed by Mission to your satisfaction, or that
23 caused you to look at things more closely n the
24 application?

ME. WILES--YOLOME X 45—
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1 640 in this-—the volume of the Agency file, you
2 determined that the application did not propose any §;
3 new endoscopy rooms, so it was—-so Criterion 1 was
4 nonapplicable; is that right? ’
5 A Yes
§ Q. Andthen the buik of the findings, I believe, are
7 contained under Criterion 3; is that right?
8 A. Yes, that's a large portion.
5 Q. Isthat typically how you prepare your findings
10 with the bulk of the discussion under Criterion 37
11 A It depeﬁds on the--it depends on the application,
12 but many times Criterion 3 is the Jongest section.
13 Q. Okay. AndasIlooked atit, there are two
14 sections within Section L. Oue, you addressed
15 first the population to be served on Page 641; is
16 that right?
17 A, Yes.
18 Q. Andyoudetermined that the applicant did not
19 adequately identify the population to be served? :
20 A, Yes,Lstate that on Page 644. %
21 Q. Dveread your findings, obviously, but tell me the §
22 main concern that you had with regard to why the §
23 applicent didn't identify the population to be §
24 served adequately in your view. :

Carolina Reporting Service (918) 661-2727
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Weil, on 641, they-J quote that the applicant is
talking about Mission Hospital's 13 county service
area and included a iable that was in the
appiication on 642 outlining Mission Hospital's
inpatient and outpatient GI endoscopy patient
origin for the current year and also for Year 2 of
the projéct. And then fusther down on 650--on 642,
1 quote the applicant as talking about the service
area for Mission GF South, where itie applicant
stated Mission anatyzed historical utilization of
services at Mission from sonthern Buncombe County
and Henderson County as well as projected
population growth in the region to determine the
Mission GI South zip code service ares, and on Page
643, 1 reproduced a chart that showed what the
applicant’s proposed service area was for Mission
GI South. There zre the zip codes that they
included in that service area along with the
corresponding counties.

Okay. And it may help to—probably need to refer
from time to thme to the actual application.,

Ckay. )

And now would be a good time to Jook at Page 37.

Of the application?

carolina Reporting Service (919) 661-2727
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1 chart, it states number of procedures and
2 corresponding percentages of patients from Buncomb
3 and Henderson County, ard then provides projected
4 inmigration of 10 perceat o arrive at a total for i
5 each of those project years; but, below the table, %
& 1 state however, the applicant provides %
7 inconsistent information regarding projected i
8 inmigration for the Mission GI South campus, |~ |
3 Section IIL1(b), Page 58, the applicant states it %
10 assumes that 10 percent of the GI endoscopy g
11 procedufes at Mission GI South will come from other ;
iz Buncombs County and Henderson zip codes and other i
i3 counties; but, in the proforma section of the
14 application and also in Exhibit 16, Table 5, the 1
15 applicant projects that inmigration at Mission G
16 South will be 15 percent. In the next paragraph, %
17 go on o say that in Section 1L 1(z), Page 56, the
18 applicant projects that 70 percentof Mission
19 Hospital's existing GI endoscopy votume originating
20 from Buncorobe and Henderson Counties will shift to
21 Mission GI South. Tn other words, 85 to-90 percent
22 of the population that the applicant proposes to
23 serve at the new Mission GI South campus represents
24 a shift of existing GI endoscopy patients at
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Yes.
Yes.

All fight. And Page 37 is where Mission identified]

the nine--the nine zip code service area for
Misston GI South; is that right?

Yes, that's where I got the table on the top of 643
from. )

You just abbreviated it?”

Right.

Okay.

And then the applicant provided their projected
patient origin for Mission GI South for the three
project years.

Before you go on, if I could interrupt. T'm sorry.
The zip codes that were defined in Buncombe and
Benderson County didn't constitute all of those
counties; is that right?

That's correct. These are zip codes within the
couniies, but theyre not all the zip codes in the
counties. :

Allright

So the Mission GI South projected patient origin
chart, which was from Page 58 of the applicat‘ion,
and it was also in Exhibit 16, Table 5, and in this
(918) 661-2727

HS. MILES--VOLUME T e
49

1 Mission Hospital who reside in. Buncombe and

2 Henderson Counties, but who are currently traveling

3 to Mission Hospitat in Asheville for GI endoscopy
4 services. And on the top of Page 5 is where I

5 state however, the applicant does not adequately

6 idemify where the patients included in either the

7 10 percent or 15 percent inmigration will come

8 from, therefore, the applicant did ot adequately

9 identify the population to be served,
10 Q. Withregard to the 10 percent versus 15 percent,
11 you were aware from reading the response to
12 comments that the 15 percent reference was leftin |
13 some of the tables in error; is that right?
14 A Yes . ' :
15 Q. Sodidyou understand dring the review that %
i6 Mission projected that 10 percent of its patients %
17 and procedures would come from other areas outside ;1
i8 the defined Zip code areas in Buncombe and :
19 Hendersonville—Henderson, excuse me? \ 3
20 A. Yes, that was throughout the methodology, but the
21 proforinas indicated 15 percent, so there was that
22 discrepancy between the two. %
23 Q. Right Butonce you read the response fo comments %
24 did you still consider that to be a discrepancy? g

H

Carolina Reporting Service (919) 661-2727

S O T B A R TG IR T SRS T

2 mmmmmmmmrmmmm)mnﬂﬂmmwmsy“mmmwmmfvmm&mwwwwmmwm&mﬂﬁr&mw«mmun T




HS. MILES~—VDLOME X

W om o~y s W

e B el
W oW NP O

W
n

¥
[9

o
o~

19
20
21
22
23
24

Carolina Reporting Service ({513) 661-2727

Al

o

>

QPR

Q.

¢ And are von saying that Mission should bave

—s0-
50

Tt wasn't antil I looked at the proformas. 1
understood it to be a discrepancy in Exhibit 16,1
believe it is, Table S, and I understood that
exror, and that wasn't an issue for me until 15
percent appeared in the proformas. Then it became
an issue.

And looking still at Page 643 and 44 of the.
findings in the Agency file, did you question or
determing that the 70 percent of the existing GI
volume shifting to Mission Gf South was

unreasonable?
No.

identified more specifically where patients who
were projecied fo inmigrate would be coming from?
Yes, with regard to the 10 percent, I would have
liked to bave seen more specific information.
Like what? .
What zip codes those 10 percent-were coming from
Is there any rule that requires more detail than
was given?
No, there's'niv rule,
1£ you wete preparing this application, how would
you know where folks would come from in terms of
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Yes. .

And there's a range of counties from which petients
were served, correct?

Yes.

Some are close geographically to Buncombe Countyls
and some are not.

Yes. )

There—there were patients that particular year
from both Georgiz and South Carolina?

Yes. .

Okay. As well as Tennessee?

Yes.

When you fatked--I think you said you talked with
Mr. Smith and Ms. Frisone about this particular
page; is that right?

Yes.

Do you remember anything else about your
discussion?

Really, the results of our discussion is—is in the
findings. Letme find it. It's in one of these on
Page 667, and I think the discussion may start on
666, and the applicant references a t2ble in
Exhibit 16, Table 12, that lists counties in the
secondary and tertiary areas, if I can recall off”
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other places?
MR. JOHNSON: Object to form.

Well, I didn't prepare the application.

Right. Lknow. :

So I wouldn't—I--I wouldn't-1 don't know.

1 guess I'm asking if they had said we had—we're
going to have six people from one particular zip .
code and 14 people from another, would you have!
considered that to be creditable?

I don't know. It would be more detail, but I don't
know. I'd have to see what information was
provided to make a decision.

And you said that you looked back at the license
renewat application; is that right?

Yes.

And if 1 could direct you to the portion that
contains the GI endoscopy patient origin. I think
i's on Page 632 of the Agency file.

Okay.

Do you have that?

Yes.

Allright. Am I correct that this is patient
otigin for all of Mission GI cases in the 201 1
license renewal application?

(919) 661-2727
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the top of my hsad. We can certainly look at it,
and they represented that that was--reflected
inmigzations from the counties of Buncombe and
Henderson to be over 34 percent. And some of thosq
counties were represented to produce 10 percent of
patients, or—or patients were coming from those
comnties in that 34 percent, and, as a result of

our discussion, we determined that it wasn't .
reasonable for patients 1o beexpected to come from ‘
all of those counties that were represented in that
table. And from discussions with Ms. Frisone and

were the counties that were determined that the
patients would likely come from.

So, if I'm understanding you, you just didn't
believe that people would come from some of the
counties in the service area to this Mission GI
South location?

We didn't believe that it was reasonable for
patients to come from some of those counties that
were listed in the Exhibit 16.

‘And that's even-~cven looking at the paﬁent origin :
information in the license renewal application? :

Yes, I mean, there's always—you can always count :
(919) 661-2727
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1 some level-count on some level of inmigration, but
2 in terms of estimating your inmigration based on
3 your historical information, this is what was
4 determined. In addition to the fact that these
s numsbers fat were in Exhibit 16 and also here in
5 the table on 667 are inpatient and cutpatient G
7 endoscopy patients, and they will only be
8 performing outpatient endoscopy procedures at
9 Mission G South.
10 Q. Okay. And, likewise, the license renewal data is
11 for inpatient and outpatient?
12 A Yes
13 b Do you know how patients determine where they will
14 g0 for an endoscopy procedure?
35 A, Itcould be a number of reasons. It could be
16 referral. ¥ could be patient choice.
17 Q. Do the patients typically choose their—their GL
18 physician first?
19 A, Well I've never had an endoscopy, so T'm not sure.
20 T'm sure there's a variety of different ways
21 soraeone ends up in an endoscopy suite.
22 Q. Okay. Do youthink somebody covld just decide they
23 peeded an endoscopy and show up in an endoscopy
24 suite?

Carolina Reporting Service (918} 661~2727
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1 A Technically, yorLmaybe could, but I think usually
2 they may have come through another physician. You
3 don't use your endoscopy physician as your primary
4 care physician.

5 Q. Right. Sowouldyou agree then that the choice of
6 endoscopy—of the location for an endoscopy

7 procedure is influenced strongly by the physician

8

who will perform the endoscopy?

o A. Ican'tsay-I can't say strongly, but certainly it
10 could be influenced.
11 Q. Andifa-ifa Gl specialist says I can performa
12 ~ procedure for you at Mission GI South next week,
13 but if—but I can't do it at Mission downtown for
14 another month, which would you prefes?
15 MR. JOBNSON: Object to form.
16 Q. Canyousee that discussion happening?
17 A, Icould see that discussion happening. -
18 Q. And, inthatcase, it wonldbe reasopable to assume
19 that the patient would choose Mission GI South,
20 even driving further to get the procedure done
21 sooner?
22 A Idontknow. It's possible.
23 - Q. Beyondreading what was inthe Mission GI South

24 application about endoscopy procedures and the
Carolina Reporting Service
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1 H
2 you might need an endoscopy procedure, did you do§
3 any research on endoscopy? i
4 A. No,the information provided in the application §
5 regarding endoscopy was quite thorough, and I was i
6 generally familiar with endoscopy from the previo H
7 reviews I've done. i
§ Q. Intheprevious reviews that you've done, were the i
9 providers in Forsyth County experisncing growth in %
10 terms of total numbers of procedures, or were they t
11 relafively flat? 5
12 A, That)don't recall.
13 Q. Going back to Page--to your—to your findings—to %
14 the—specifically with regard to the identification 2
15 of--of patient population, if you had been given %
16 specific zip codes, for example, for the :
17 inmigration, you would have been more comfortabl g
18 with the definition of the population to be served? %
19 A, Jrwould have been helpful. Idon't know what my é
20 determination would have been, because | haven't 1
21 seenit. I didn't have anything to look at, but— :
22 Q. Okay. Andlooldng at Page 643 of your findings, %
23 where you've got a line for—in the chast for %
24 inmigration, %
Carolina Reporting Service (919) 661-2727
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1 A Yes.
2 (. Whatmmber of procedures is projected in Project
3 Year 3 1o be coming from outside the main service
4 area? ’
5 A 140
6 Q. Andthatis 10 percent of what number?
7 A. That's approximately 10 percent of the total of
8 1,487, I'believe. ‘
5 Q. And1,487is the total number of procedures
10 projected to be performed at Mission GI South in
11 Year 37
12 A Yes.
13 Q. Andwere you aware during the review that the :
14 inmigration, that aumber, 149 procedures, would be £
15 patients from zip codes in Buncombe and Henderson %
16 County as well as outside Bincombe and Henderson é
17- County? ’
18  A. Well, the applicant said that-I quoted them there %
19 saying that 10 percent of the GI endoscopy i
20 procedures at Mission South will come from other g
21 Buncombe County and Henderson zip codes and other :
22 counfies, §
23 Q. Wereyou expecting a specific number from either %
24 zip code areas outside the primary service area in %
H
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1 terms of additiona! detail?

2 A Aspecific number?

3 Q. Yeah

4 A No

5 Q. Soyoudidetexpect Mission to be able to say of
6 that 10 percent i;:migréﬁom we expect a certain

7 number of people fo come from Polk County, for
8
9

exampie?

A Well, Twould just Jiked to have scen more detziled
10 information abont—particularly with regard to the
11 other counties that are referenced here.
12 Q. NotBumcombe or Henderson?
13 A No, because Hiey've said Buncombe and Henderson,
14 other Buncombe and Henderson zip codes. Tt was the
15 ofher countics that I would have liked to have more
16 nformation on.

17 Q 1 think this might be a good time to take a quick
18 breal )

19 (RECESS TAXEN FRCM 11:20 AM. UNTIL 11:34 AM.
20 Q. (ByMs. Harmis) Ms. Miles, we talked a good bit

21 alrealy about inmigration. How do you define

22 inmigration?

23 A Letssee. How would I define inmigyation? I

24 would define migration as being, you know, any

Carolina Reporting Service (918} 661-2727
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1 listed as "other,” so I can't say specificalty
2 where--where they define that "other.” But once—
3 once this applicant defined their primary and
4 secondary and tertiary service area, then anything
5 clse as inmmigration would be in addition to that.
6 Q. Allright. And--and justlooking at history for
7 Mission on Page 632 of the Agency file, i refiects
8 3,730 patients sought endoscopy procedures at
8 Mission from Buncombe Coonty?
10 A Right
11 Q. Andif Buncombe County is the service area for
12 Misstor, then the rest of the patients reflected on
i3 this page are--are—inmigrated for their endoscopy
14 here?
15 A. Well, notas defined as by the applicant. IfIgo
16 to Exhibit 16 in the application, they tel me
17 exactly wha their primary, secondary, and fertiary
i3 service areas are,
18 Q. [thinkI'm-Ineed fo ask a betier question.
20, A,  Ckay. .
21 Q. OnPage632, it justrefers fo Mission's current
22 services?
23 A, Yes
24 Q. Soall the patients who came from outside Buncombe

Carolina Reporting Service- (9189) 661-2727
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1 patients coming from outside of your defined
2 . service area. N
3 Q. Andlooking back at the GI endoscopy patient origin
4 that we saw in the license renewal epplication on
5 Page 632, and patients coming from any of the |
6 counties listed other than Buncombe are considered
7 1o be inmigrating to Mission; is that right?
8 A. Imsorry. Could you repest that?
9 Q. Sure. Do you have that gastrointestinel endoscopy
10 - ‘case patient origin page?
11 A, Yes. . .
12 Q. Allright Under your definition, all the patients
13 on this page outside Buncombe County are considered
14 to have inmigrated to Buncombe County for GI
15 services?
16 A, Well, for the review it's not necessarily how I
i) defined inmigration, per say; the applicant has
18 already kind of defined inmigration. In the
19 poputation fo be served section of the application,
20 it lists where the patients are coming from, and 1
21 believe it said that Mission Gl had 5.5 percent
22 inmigration, which would be outside of those
23 counties that are listed on that chart. I don't

24 know what those counties are. | think they're

Carolina Reporting Sexvice (912} 661-2727
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1 County inmigrated for GI care historically to

2 Mission; is that right?

3 A Well, this table is just giving me every--every

4 - " county.

5 Q Right

6 A. The applicant hasn't said what—from looldng at

7 this, T can't tell what the primary service area

8 is, as-defined by the applicant.

9 Q. Okay. But canyou forget about the application for
10 the moment?
11 A, Okay.
12 Q. Andjustlook at Page 632, and I'm talking about
13 inmigration generally. But would you agree that
14 the patients from outside Buncombe County, from all
15 these different places, inmigrated to Mission for
16 their GI care?
17 A.  GuessIwouldn't define it'as inmigration per say,
18 but yes. I Mission Hospital is in Buncombe County
19 and all these patients are coming from counties
20 outside of Buncombe County, then they have come
21 into Buncombe County for services. Yes.
22 Q. Why wouldn't you cail that inmigration?
23 A, Well, it's how the~-the applicant has defined
24

inmigration in their application as being something
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ouiside of their service area, Buncorbe is part of

their primary service area, but then they've

identified a secondary and tertiary service area,

and fhen an "other" service area

And when I interrupted you, you were taking me to
takle 16—or Exhibit 16.

T looking at Page 366. So they have identified
Buncorobe as being their primary sexvice area,
Henderson—well, actually, they've got Henderson
and Buncombe as their primary service area, and
then their secondary and their terfiary service
area. And in the application, they bave added up,

their inmigration as 34 percent. And then from
that, they say they conservatively project that 10
percent of that will--will come to Mission Gk
South. And I-but they didn't say what counties
that 10 percent would come from. But it's clear
that it wouldn't be 34 percent, so of that 10

percent, T would like to know what counties they
would come from 5o then we can determine whether or]
not we fhought that those counties, geographically
speaking, would be reasonable.

But I-1 fhink we're in agreement that they

Carolina Reporting Service (819) 661-2727
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* puess, off the top of my head, but I don't recall
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s

Olkay. On the Year 2015 on this chart, it's 472--
472 cases.

Cases. And ] may havenot been clear in some
earlier questions about whether I was talking about
patients versus procedures, but Il try to be more
clear. Do you equate patients to cases?

Generally. ) .

And then you would expect the procedures number to
be higher fhan the patient number, at least in this
review?

In this review, they provided historical data that
showed that, yes, procedures were skightly highet
than the nusnber of cases.

CriEpR E TGN T e A R R

Have you—in other GI endoscopy reviews you've
done, has there been a one-to-one relationship
between patients and procedures?

1 don't recall. Idon't—I wouldn't--Y wouldn't

specifically.

I you would, Ms. Miles, tumn back to your
findings, and specifically Criterion 3, Page 644.
TI'm going to ask you a sexles of questions about
the need demonstration section of the findings.
The~the discussion in the findings starts out with .
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coulda't have used the 34 percent, which they had
for the whole hospitel, is that right, their whole
service?

Right.

And 10 percent is more conservative than 34
percent?

Itis.

And you referenced the 5.5 percent. Is that the
number in the "All Other" column at the bottom of
the chart on Page 3667

Yes. That's 5 percent here. 1 was picturing it~
it's in a different chart somewhere else, but--

Okay.

--I recall it being 5.5 percent,

And so what does this 5.5 percent represent in yo!
understanding?

That 5.5 percent is patients coming from outside o
their service area.

Outside, but both the primary, secondary, and
terfiary?

Yes.

Okay. What's the number of cases that—that
represented that 5.5 percent? Just look at Year
Three, as an example,
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the application, is it correct to say that you
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a series of quotations from the application
regarding GI disorders, various clinical studies;
do you see that?

Yes. ) '

Did you have any dispute with or disagreement with
the discussion in Mission's spplication regarding
the prevalence of GI disorders and the importance
of cancer early detection through colon screening?

No. ‘

Did you dispute the validity of any of the studies
mentioped?

No,

The--there’s a section of your findings discussing
population growth as well as procedure volume
growth that begins on Page 648.

Yes.

As-as I read the discussion and the quotes from

T ONAT A T TECL IO T TR BT R B e AR LA TR AT B} 34T

accepted the representations made by Mission as
valid with regard to population and procedure
growth?

Yes.

You have a footnote on Page 68 under the chart,
reflects that you made some calculations and—-and




S, MILES--VOLUME I -66-

1
2
3
4
5
6
7
8
9

10
11
i2
13
14
15
16
17
18
i%
20
21
22
23
24

oPr L EReP

oPLorLor

oy O

66

got skightly different nurbers?

On 6482

Yes,

Yes.

And your calculations were based on the 2009
through 2011 SMEPs?

Yes.

The—the difference is—the differences in the
numbers was not a significant difference, correct?

No.

And the—

1 stmply noted it here—

* Okay.

~that it was different.

And the chart at the top of Page 648 reflects that
there are actually 15 endoscopy rooms needed in
Buncombe County, based on the 1,500 procedure per
year standard; is that right?

Yes.

And the actual inventory for Buncombe County is 11
rooms?

VYes.

So do you agree that the procedure vojumes show a
need for more Licensed GI endoscopy Tooms in

carolina Reporting Service (313) 661-2727
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1 Q. OnPage 652, you note at the bottom that the

2 applicant projected to perform less than 1,500

3 procedures per room in Year 2, but that's not an

4 issue becauss the performance standards do not

5 apply; is that right?

6 A. Right

7 Q. Andthat's because Mission did not propose & new

8 room?

8 A They didn't propose a new ambulatory surgicat
10 facility that would be operated independently of
11 . the hospital, yes. ’
12 Q. And they also didn't propose a new Gl endoscopy
13 room?

14 A, That's correct

15 Q. Beginning onPage 653 of your findings, there's a
16 series of steps. It's the steps of the methodblogy
17 used in the application. Do you see Step 1 on Page
18 6537

19 A, Yes

20 Q. I'mgoing to ask you a few questions about each
21 step to make sure I understand your findings. Step
22 1 is the sfep in which Mission determined the base
23 volumes from which to make its projections, and yo
24 discussed its vused of Trend Star data and

Carclina Reporting Service (918) 661-2727
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1 Buncombe County than exist?
2 A, The-based on this chart and the number of
3 procedures and the 1,500 procedures per year
4 standard that appeass in the rules, there is
5 sufficient volume for more rooms.
6 Q. Andthe—if you look at Page 649, the similar
7  analysis appeared in Mission's application showing
8 Buncombe and Henderson Counties combined?
S5 A Yes . )
10 Q. Andyou would agree, based on the datn, that
11 there's a need—there's potertially a need for
12 additional GI endescopy rooms?
13 A, Yes
14 Q. And the—-the research that you did related to
15 population growth was consistent with the
i6 information in Mission's application; is that
17 * correct?
18 A, Idon'trecall any specific research on population
19 growth.
20 Q. Youhad some materials inthe working papers where
21 you just were checking on different things in the
22 County. DidI misunderstand?
23 A, I-I-that was strctly for Criterion 13; [didn't
24 look at it in relation to Criterion 3 at all.

Ccarolina Reporting Service
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1 determined that that was reasonable; is that

2 correct?

3 A VYes

4. Q. Step2has the growth rate for projecting future

5 utilization. And as I read your findings, there

6 were no negative findings regarding the growth rate

7 assumptions that Mission made in the application?

8 A, That's correct.

9 Q. And likewise, you accepted the procedure per case
10 assumptions? '
11 A Yes. i
12 Q. On654, why did you calculate the compound annual:
13 growth rate for that table?

14 A, Well, it wasn't included in the--in the information
15 provided by the applicant, and I just thought itd
16 be interesting to see what those numbers look like.
17 Q. Didyou make any conclusions based on yous

18 calculation?

19 A, No.

20 Q. Andbased on your caleulations, there'sa 2.3

21 percent compound annual growth rate for inpatient
22 ~ procedures, correct?

23 A Yes.

24 Q. Andthena-1.9 percent procedure growth rate for

{919) 661-2727
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1 outpatient, and then the total was -0.2 percent?
2 A Yes
3 Q. And—andthat-0.2 percent is, in fact, what
4 Mission used as its—used fo project its future
5 volume; 3¢ that right?
§ A Yes
7 Q. OnPage655, there's a chart from the application,
8 Exhibit 16, related to population growth rafe.
] Would you agree that this 1.2 percent weighted .
10 population growth rate was a conservative way to
11 project population growth?
1z MR. JOENSON: Object to form.
3 A I can't say whether or not it was copservative.
This was the way the applicent chose fo look at
15 that information and 1 thought it wes reasonabie.
16 Q. Theapplication reflects a higher weighted
17 population growéh rate for the over 55, is that
18 right?

19 A Yes. 2.1 versus L2
20 Q  Did1batassist you in determining that the 1.2

21 percent was reasonable?

22 A No. They—they had the same methodology and way of
23 Tocking at the population for—the total population

24 and she population of 55 and over. I found it to

Carolina Reporting Service (919) 661-2727
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1 A NN

2 Q. Didvyoudetermine thaf the use rate used in the

3 projections was reasonable?

4 A Yes |

5 Q. Step 6 begins on Page 658, but most of the

6 discussion s on the following page. You did not

K make any negative findings regarding the base

8 population for the Mission GI South service area?

9 A No -
10 Q. Andyou determined that the Mission GI South
i1 service—base service area was reasonable? :
12 A Yes ]
13 Q. Step 7 begins on 659, and involves a projection of %
14 outpatient cases for Mission GI South. If you'it %
15 Took, I think, mainly at Page 660, you determined [
i6 ultimately that the projected total was reasonable; }%
17 is that right? i
18 A. Areyoutalking about the chart on the fop of Page |

19 6607 .

2¢ Q. TI'mtalking about that whole section, but if you

21 need 1o refer to that to answer my guestion, that's
22 fine. i

23 A, COkay. Yes. Idid )

24 Q. Youhave a however" in your discussion Page 660

Carolina Reporting Service (919) 661-2727
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be reasanable in both cases.
Q. Step3is onPage 657. And, in fact, they did use
the compound annual growth rate that matched yours
to project procedures correct?

Yes.

All right. And you accepted that growth rate as
reasonable?

Yes.

In Step 4, the applicant applied the procedures and

l.DaJ\’mU"lb()\lN)—‘
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10 population growth numbers and growth rate to obtai
11 - a projected rumber of procedures and cases for the
12 project years for the whole Gl endoscopy service;
13 is that right?
14 A Yes
15 Q. Andyou did not make any negative findings with
16 regard to Step 4 of their methodology?

A.  No.
18 Q. Step 5 involves a determination of use rates for
19 Buncombe and Henderson Counties; do you see that?
20 A, Yes.
21 Q. OnPage6587
22 A Yes.
23 Q. Andyou did not make any negative findings

24 regarding the use rate calculations?
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1 ‘What was your concern there?
2 A, Ttwasn'taconcern. I was justrestating what was
3 in the applicant's methodology. The information—
"4 the mumber of cases and procedures that the
5 applicant was using up to this point were inpatient
6 and outpatient, and the applicant recogpized that
7 here and provided a breakout of the inpatient and
8 outpatient procedures. '
9 Q. 14 you determined on Page 661 that it was
10 reasonable to—to include both Mission's and the
i1 endoscopy center's utilization data to get an
12 outpatient percentage?

13 A, Ves. If'sreasonable.
14 Q. Andlthink, if 'munderstanding your findings

15 carrectly, on Page 662, you concluded that the use

16 of Buncombe County outpatient GI endoscopy cases agz
17 a proxy for Henderson County was reasonable; is

18 that right?

19 A. Yes. .

20 Q. Allnght Ifyou'll move--move on fo Step 8,

21 which begins on Page 662, there's a calculation of

22 the outpatient procedures in the GI South service

23 area; is that right?

24 A, Yes.

Carolina Reporting Service (919) 661-2727

e s s e S b




HS. MILES--VOLUME I ~T&~

74

1 Q. Okay. Andyou did nothave any pegative findings

2 regarding the number of outpatient procedures in

3 the service area?

4 A N

5 Q. Sovyoudetermined that the--the total projected

6 outpatient procedure numbers were reasonable?

7 A. Yes. Their methodology for calculating that was

g reasonable.

9 Q  Movingon o Step 9, which is a market share
10 calculation, the application demonstrated how and
11 why it projected a certain market share; is that
12 right?

13 A" Yes.

14 Q. Andyou determined that the market share

15 calculations were reasonable?

16 A Yes. »
17 Q. And then Step 10 is the projection of outpatient
18 procedues for Mission GI South, the last step of
19 the methodology. The discussion in your findings
20 begins on Page 664. 1 think this is where your

21 discussion of inmigration comes up again; is that
22 correct?

23 A, Yes.

24 Q. And didyou determine that the total number of

Carolina Reporting Service (919) 661-2727
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1 Q  Andthis is where—I think we touched on this ‘;
2 earlier--you determined that it was not reasonable §
3 10 expect patients from, for example, Madison, H
4 Yancey, and Mitchell fo travel to Mission GI South; %
5 “is that right? :
& A Right Itwas notreasonable to expeot patients §
7 from all of these coumties, on Page 336 of the i
8 application that the applicant provided, that all—~ %
9 that patients from all of those counties would :
10 travel to Mission GI South. i
11 Q. Isitfuirto say thatthe only issue you had with  [§
1z Missior's need methodology is the inmigration? %
13 A, Letmejust look here. (Witness reviews document.) %
14 1t was the inmigration jssue, and thes around Page g
15 670, I also discuss the volumes of other providers [
i6 in the area. 2
17 Q. Thaf's—that's a scparate question from the %
18 methodology, though, correct? 3
19 A, From—outof the 10 steps of their methodology, - —§
20 - correct. The inmigration was the major issue. §
21 Q. -Okay. And in your detailed discussion on 666 and %
22 667, you include a chart on Page 6677 :
23 A Yes :
24 Q. Andthat'sa chart you crealed? i

Carolina Reporting Sexrvice (919) 661-2727
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1 procedures projected for Mission GI South was
2. reasonable? ‘
3 A Idon'tunderstand your question. 7
4 Q. Didyousay you didn't—you weren't understanding
5 my question?
6 A. Right
7 Q. Okay.
8 A. Ifyoucouldjust rephrase it?
9 Q. Letmetryitagain Ithink we've established
10 that Steps 1 through 9 of the methodology you did
11 not have a concern about; is that right?
12 A Yes .
13 Q. Whatwas your concern with regard to Step 107
14 A, My concem with regard to Step 10 primarily had td
15 do with the inmigration, and the use—that the
16 applicant used Mission's 34 percent inmigration as
17 a proxy for Mission South's inmigration, and then
18 conservatively, as they've stated, projected that
18 10 percent of that would go to—would—10 percent
20 would be reflected in Mission South's inmigration,
21 but they didn't provide me any information as to
22 what made up that 10 percent. and that's a
23 detailed discussion here on Page 667, beginning on
24 666, of that. ‘
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1 A Yes . -
2 Q. Andyour source is the license renewal application?
3 A Yes :
4 © Q. Did-based on the chart and the discussion below, |
-5 is it correct that you determined that it was §
6 reasonable to expect 508 endoscopy patients would f§
7 come to Mission GI South out of the total 6,5637  [2
8 A Yes H
9 Q. Andthat 508 represents the five counties just %
10 above the subtotal of 5087 =
11 " A Yes.
12 Q. Andsodid you determine that 7.7 percent
13 inmigration would have beeri reasonable?
14 A Yes
15 Q  And- 2
16 A. Well, Ishould say, 7.7 percent based on the %
17 information in this chart, but again, this is both g
18 inpatient and outpatient. I didn't take a step H
19 further to try to adjust and give you justan %
20 oufpatient number. But it--in terms of patients H
21 going to Mission South, it would be reasonable to g
22 expect it to be lower than 7.7 percent once you 55
23 removed inpatients from those—~from those munbers, §
24 Q. What was—what is the fact that you would use to :
* carolina Reporting Service (919) 661-2727 g
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1 remove inpatient based on the discussion in the
2 application? ‘
3 A, I-Iwouldnot have to think zhout #, but one way
4 to perhaps do it would be to Jook at Mission's
5 current inpatient/outpatient split as a proxy.
6 Q. Okay. Ifyoudid that, what—let me see if I can
ki get you to the right page. There's a couple
8 different places that you might want to look, and [
9 think it's discossed in vour findings. But if you
10 look at Page 58 of the application—and 672 of youx
1 findings, actually, there's a table there that will
12 help ns--or not a table, but 2 discussion--at the
13 bottomof the first full paragraph, you discuss
14 that Mission's inpatient/outpatient split is 38.9
15 percent inpatient and 61.1 percent outpatient?
16 A Yes.
17 Q. Sowould it be appropriate to apply that 61.1
18 percent to your 508 ¢o get a total mumber of
o 19 patients?
20 A, Youcould lock at it that way.
21 Q. What-{have a calculator. What number do you come
22 up with? :
23 A, ‘Well, half of 500 is 250. Around 300, just kind of
24 off the iop of my head.

Carolina Reporting Service (819) 661-2727
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1 Q. Ckay. Andhenlock with me, if you will, on Page
2 668 of the findings. How many procedures did
3 . Mission project to perform for patients who
4 inmigrated from ovtside the Buncombe and Henderso
5 County zip code areas?
6 A. Well they didn't give me for patients who
7 inmigrated. The patients who inmigrated were 149.
8 . Is'tthe 149 the inmigration?
g A, Yes Thatsthe-I'msomy. Imayhave

10 misunderstood your question, 149 procedures. Yes.
11 Q. Right Okay. So—

12 A Inmigration.

13 Q. InYear Three, Mission projected that 149

14 procedures would be patients who inmigmts&?

15 A. In'Year Three, they projected 149 procedures.

Okay. And 149 procedures js less than 390 that we
17 just caloulated?
18 A Iis.
19 Q. Besed on this analysis, would you agree that the
20 immigration percentage used by Mission was
21 reasonable?
22 MR. JOHNSON:; Object to form.
23 A. Yo ‘
24 Q. Whynot?

Carolina Reporting Sexvice (919) 661-2727
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1 Q. Okay. Around 300 patients?

2 A Uhuh

3 Q' Okay. So it would be reasonable to expect that

4 approximately 300 patients would come from the

5 . counties that they had listed?

6 A. Outpatient. Uh-huh.

7 Q  Allright

8 A. That'sawayoflookingatit. Yes.

9 Q Soa-atotal number of approximately 300 patients
10 inmigrating from these five counties you listed
11 would be—would have been a reasonable inmigration
12 projection, in your view?
13 A, Itdbeaway of looking at it. And I--you know, I
14 may have considered it to be reasonable. It's the
15 way that I would think about it. Applicents do
16 different things, but that's the way I would think
17 about it off the top of my head.
18 Q. Ifyouhave approximately 300 patients, how many
19 procedures does that equate to using the 1.3
20 multiplier that was used in the application to
21 convert cases to procedures? I'd be happy to share
22 my calculator again. I get 390, just in round
23 numbers.
24 A, Okay. 390 procedures.

1 A. Well, given the information that I have in the
2 application--not what T've calculated here, in
3 terms of not being able 1o look at it in relation
4 " to everything else—-based on what they have given
5 me, their calculation--the actual fondamentals of
6 the calcutation is fine, I just questioned the 10
7 percent as being unreasonable, | £
8 Q. Wejustcaloulated that—that your number of what
9 was reasonable was higher than the 10 percent, so
10 why is the number projected in the application not
11 reasonable?
12 A, Well, actually, I'd have to sit and think as to
13 why, you know, a number less than-—-why--why 2
14 number less than 10 percent would be higher than 10
15 percent. I'm not sure. T'd have to take a minute
16 to look and figure out what's going on.
17 Q. Okay. . '
18 A. Butif-if fhey were--based on this chart here, if
19 their 10 percent is 149, if they were, say,
20 projecting 5 percent, if you've got this chart and
21 you substitute the 5 for the 10, it would be lower

Carolina Reporting Service (919) 661-2727
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22 than 149.

23 Q. Canyousay that again?

24 A, Ifthey—if-if based on this chari—and--and what
carolina Reporting Service (919) 661-2727
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I recall from the application is it gave me the
first row, which is the cutpatient procedures, and
then you—there are a couple ways of look at it.
One would be to get a total number and then back
out what 10 percent of that would be. But my
thought is—and we're talldng right now--if this
had been 5 percent of, say, 1,487, instead of: 10
percent of 1,487, it would have been more like 70-
some patients,

Q. Look at Page 58 of the application, if you will.

A, Whichis— :

Q.  This volume right here. Is it cotrect that the

‘ table that you—that you have in the findings on

Page 668 is— '

A, Yes.

Q. —isidentical or close to the chart on Page 58?

A That's correct.

Q.  Andso the procedure numbers for inmigration are
listed out separately in the application?

A.  Yes. They're listed cut separately. When I look
af this chait-I don't know where that 10 percent
comes from—so for when—when I look at it, Thave
to assume that the applicant got a total of, in
Year Three, 1,487 and then took 10 percent of that
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used; does it not?

Well, ves. But 667 is Mission Hospital total, and
668 is just Mission GI South. So Tcan't compare
the 149 in Project Year on this table on Page'668
to it 390, because that's all Mission Hospital
and this is just Mission GI South.

Right

And the reason why this is Mission Hospitat as—as
opposed to, say, Mission GI South, one, because 1
didr't have that information for Mission GI South, &
but because the applicant, in the application, E
states that, from that table on—from thet Table B
516, that they had 34 percent inmigration and that
10 perceni—they--they were going fo use 10 percent
as a conservative basié for that.

Allright. Look with me back at Page 667.

Yes.

What Is 10 percent of the total endoscopy patients
for Mission? What would that be?

10 percent of the total patients would be about
656,

“What percent of the total patients is 1457 In :
other words, if you divide 149 by 6563, what do yod%
gei? o]
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Q.  And-and then looking back at the charts on Page
667 and 668, the analysis that you did on 667—
A, Well, 667
Q. —does~—
A, TI'msomy. Goahead

—83-
83

1o get 149. Because I don't have a subtotal for
inmigration, you know, where—what counties are
included in that and how many procedures from each
county to know where you got that 149 from, I have
10 assume that you--you reached a total and then
back out at 10 percent inmigration to some degree.
1 mean, that's-—that's—in looking at it and not
having any information about what those counties
are.

Q.  Why does it matter if they did it that way, Just
for the sake of argixment? Why-—-why would that
matter?

A Well, it didn't matter, per say, because I coutd
look at it and figure out—10 percent is easy to
look at and see where—~where a number is in
relation to. But you do it just to validate the
applicant's assumptions. It~it's supportive. It
helps.

Q. it does validate the methodology that Mission

S, MILE3~~VOLUME I
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Or—is that also—is--Pm not sure what year this
chart here--667—if it's Project Year Three, 2015~
1#'s actually based on historical data.
Okay. So it's like the current--current year,
Look in the application.
Oh—oh, this is fromrthe LRA, so--
Yeah.
Okay. So the different years. z
But forthe purpose of this question, 1 do want you §
to tell me what percentage of the total GI
i
i

£
i
:
H
<
|
f%
g
§
i

pafients—6,563-149 would represent, even though Ig

understand that they’re different years. :
T sorry. What percentage?

. I'm going to get you to do several calculations

because what we're doing right now is comparing

do the calculation I asked; and then we'll-we'll
be more specific. What percentage of patients on
Page 667 does-—if you use 149, what does that
represent?

This is 149 procedures.

Yeah. And actually, you--

This is patients,

—you want to reduce the procedures to patients,
(919) 661-2727
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and that would make & betier cormparison?

Let's see. I think that that would be—if you've
got 149 procedures--if I divided that by 1.3, Tget
11s. :

115 patients?

115 patients.

Okay. And how does 115 patients compare to the
6,563 patients on 6677

Well, it's certainly 2 small amount. (Winess
calculates) That's about 1.8 percent.

And Jet's do a sirnilar calculation, but acteally
use the project Year Three procedures that are
projected in the application.

1,487? The outpetient procedures at Mission Gl
South?

Actually, no. I want to use the total nunber for
all of the Mission outpatient procedures., If
you'll look with me at the application Exhibit 16,
the one with all the tables, that's probably the
best place to do it. And Table 3; do you see that? -

Table 3 on Page 3617

Uh-huh.

Uh-huh.

For Calendar Year 2014, there's a total number of

HS, MILES—VOLMME I .
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1 Mission GI South is less than 2 percent?
2 A, When you're comparing those~this is—this, again,
3 is just outpatient. This kes got inpatient in it
4 as well, becanse this is all of Mission's numbers. i
5 Q. Right . :
6 A. So—butyes, that—that calculation is correct, 3
7 they're just not— 3
8 Q. Right :
3 A —totally apples-to-apples, I don't think, B
10 Q. Tseswhatyo'e saying. Going back to the first  [f
11 calculation we did, as I'm not understanding some i
12 of your testimony. On 667 of the findings, another §
13 way to Jook at jt, as we seid, is fo take the
14 number of patients that you projected would be
15 reasonable to expect to go to GI South from those
16 other counties of 508; do you see that?
17 A Yes. . -
18 Q. Allright And then you need to make a reduction
19 for the oufpatient percentage, correct?
20 A, Yes
21 Q. Andwe looked af that earlier and i was around 60
22 percent?
23 A, Yes.
242 Q. Sowe cantake 60 percent of 508 and what does th

Carolina Reporting Service (918) 661-2727
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1 GI endoscopy procedures for the combined Mission
2 and South campuses; do you see that?
3 A Yes :
4 Q. Thelastcolumnn, 8,579 procedures projected, and
5 that would be with all six rooms. And then it
6 reduces fo 6,451 cases?
7 A Yes.
8 Q So Y'd Jike for you to tell me what pereentage of
9 the total procedures 149 procedures represents for
10 Project Year Three.
11 A. Forprocedures, you're talidng about--
12 Q. Right
13 A, --the 8,000 pumber?
14 Q. Yes. I'mnotgoing to make you dothe 1.3
15 calculation.
16 A. “The-soyou want the total procedures at Mission GI
17 South from 6687 '
18 Q. Idlike for you to compare the—the inmigration
i9 number, the 149 procedures in Project Year Three,
20 to the total Gl endoscopy procedures for the entire
21 system, which is 8,579,
22 A, Oh Ises. (Witnesscalculates.) That's 1.7
23 Q. Solooking at the--all of Mission GI services
24 combined, the jomigration percentage projected for '

Ccarolina Reporting Service (919) 661-2727
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1 giveus?

2 A, (Witaess calculates)) 305.

3 Q. Okay. And you would agree that--305 patients .
"4 represents how many procedures?

5 A, (Witness calculates.) About 397,

6§ . Q. Sothatrepresents 397 procedures. So you have

7 just calculated, based on the chart on Page 667,

8 that 397 procedures would be a reasonable nurber to

9 project to come from those five counties to Mission
10 GI South; is that right?
11 A.  Outpatient procedures, yes. That's--and that takes
12 youdown from 7.7 percent to about 4.6 percent.
13 Q. Of thetotal overall?
14 A, Ofthe total-that's 4.6 percent if you're looking
15 at outpatient only.
16 Q. Okay. And the number, 397 procedures, is greater
17 than 149 procedures projected in the application to
i8 come from those other counties?
19 A, 397 isgreater. Yes.
20 €. Justtio make sure we're on the same page, You ate
21 agrecing that it would be reasonable to expect 397
22 procedures to be performed on patients from
23 Transylvania, Yackson, Macon, Polk, and Rutherford
24 County i Project Year Three?

H
Carolina Reporting Service (919) 661-2727 %
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A, Roughly. Yes.

Q. "So we're in agreement that the number of probedu:es

projected in the application for Project Year Three

to come from other counties is a reasonable manber?
Tro not sure. There is obviously a disconnect

between the mumbers that we just calculated in this

one. T can't say the difference is~what the

difference is. Tm sure there's something I'm not

—that P'm not thinking of or recoguizing right

W oW oW U s W
>

10 now. So I can just validate that yes, these

11 caloulations that we've done are cormect. Buf I

12 also stand by these numbers that are here that the

13 “ spplicant has provided for me, the numbers that we
‘14 calculated are greafer. Yes.

15 Q. Ifyou think about it further during the course of

16 the deposition, will you Jet me know?

17  A.  Iwill Certainly.

18 Q. Alirght When you did your analysis of the 10

19 percent inmigration, you did not look at procedure

20 numbers; Is that right?

21 A, WhenI did my analysis of inmigration?

22 Q. Yes

23 A, Thaf's correct.

24 Q. AndifI'm understanding you comectly, it's not so
Carolina Reporting Service (919) 661-2727
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1 application, you have a need analysis; do you ses %
2 that heading? :
3 A Yes :
4 Q. Andthe need analysis section is where you looks é
5 at volumes from other providers in the area; is 2
6 that right? 2
7 A Yes %
8 Q. The—on Page 671 in particular, there'sa :
9 discussion of the use in Henderson County? §
10 A Yes |
11 Q. Wetalked about this some earlier, but I wantto |2
12 make sure T understand. Did you make a £
i3 determination that the endoscopy room proposed at! %
14 Mission GI South jtseif would cross the county lings
15 or not? |
16 A, IthinkIreference it in herespecifically. Let - %
17 me see bow I phrased it i
18 @  Andif-ifyou—I can point you to the application :
19 as well, the pages there, if you want to Jook back £
20 there.
21 A M really;—!et me see what I can find, because I
22 think I did mention it. )
23 Q. Theme's amention on 672, and there's additional
24 discussion under Criterion 4. :

Carolina Reporting Service (919) 681-2727

4 A, That'scorrect. I mean, you want to make sure that
5 the applicant is just not coming up with the nurmber
6 owt of the blue,
7 Q. Inthereviewsthat youdidin Forsyth County
8 involving endoscopy, do you recall the inmigration
S assurptions used there?
10 A Idon'trecall
11 Q. Have }}ou prepared findings regarding any of the
12 applications you have reviewed in which you
13 determined that an inmigration percentage was
14 unreasonable other than the one we're looking at
15 today?.
16 A, Idon'trecall Ceriainly, there have been
17 applications that had inmigration assumptions, but
i8 1 don't--1 don't recall specifically. I do recall
19 from my other endoscopy applications, they were
20 additional roorns based on historical volumes, so I
21 don't know how much inmigration played into them,
22 but I'd have 1o look af them.
23 Q. Ifyoulookat Page 669 of your findings, after the
24 discussion of the methodology used in the

carolina Reporting Service (918) 661-2727
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1 much the 10 percent that you had a problem with,
2 but that you didn't understand what made up.the 10
3 percent?
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1 A (Wimessteviews document) I'said a portion of |

2 the GI endoscopy suite would be located in

3 Henderson County. That's the way it appeared in

4 . their line drawing.

5 Q. Okay. Andisthe line drawing that you'e talking [{

6 ' aboutin Exhibit 6 to the application? :

7 A Yes §:

8 Q. Exhibit6 isafloor plan of the building in which %

9 the endoscopy room would be located? ]
10 A, Yes. Itlooks to bethe-a floor. g
11 Q. Andthen it shows a larger version of the Gl room
12 and then a--where it--where it appears in the--in g
13 the overall facility at the top right; is that %
14 correct? %
15 A, Right ' =
16 Q. Does this document form the basis of your 3
17 conclusion that part of the facility crossed the 2
i8 county line? §
19 A Yes §
20 Q. Whereis that county line represented? §
21 A Thatcounty line is the dotted line that goes :
22 through the building on the small chart, and it o
23 goes through a portion of the area of construction {5
24 on the larger chart. z

Carolina Reporting Service (819) 661-2727 %
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Q. Andthat-you—okay. [just wanted to meke sare we
were looking at the seme thing, that you have the
same understanding,

T's not labeled “county line,” but that's the
county fine as 1 interpreted it

Okay. Where in the—the more detailed drawing did
you understand the endoscopy room was?
A. 1don't know the location of the endoscopy rooim
where the procedures will be done, but it would be

—_
O Ww®m~ e WwNR
o

somewhere, I assumed, in this square.
11 Q. And we talked eafer, you—you did notsitinon
12 or hear anything aboutaxy communications with the
13 construction section about the Iocation of the room
14 on the property?
15 A Thals correct
16 Q: Ifyounnderstood that a—~that the endoscopy room
17 itself was solely in Buncombe County, would that
18 have resolved your concemn about the location of
19 the endoscopy suite? .
20 A, Well I think it--it would have been helpful if the
21 whole building was in one county, Butmy
22 understanding—-again, I defer to Ms. ‘Frisone and
23 WM. Smith~my understanding was that—that it could
24 not come through this space indicated in Exhibit 6.

Carolina Reporting Service (918) 661-2727

MS, MILES-—VOURME X 96~

96 %

1 A, Itwas—] can't say I didnt believe them, bit it's 5
2 also close. . %
3 Q  Were you aware that Mission representatives asked |2
4 guestions about the Iocation in pre-application %
5 conference and were told that the site was okay? %
6 A. Thatwasthat conversation that-that we had i
7 eartier. There was a pre-app, and [ think there :§
8 was some Jocation—some discussion about the county| %
9 line, but I don't know the specifics of it because 5

10 T wasn't there. §

11 Q. Was there any discussion that you participated in ~ §

12 after you determined that location was an issue §

13 that your—your findings might be Inconsistent with

14 what was told to Mission during the pre-application

15 conference?

16 = A. 1don'trecall there being any discussion about

17 comparing what's in the application what's the pre-

18 app. We--I know there was a pie-app,-and agein,

19 there was some discussion gbout the Jocation,

20 probably otber things. But in terms of my review

21 for this application, X didn't compare what was iz

22 the application to what was discussed in the pre-

23 app. I relied on Ms. Frisone and Mr. Smith since

24 they were there, so I didn't question their

- Carolina Reporting Service (819) 661-2727
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Q.  So you're understanding from talking tothem is
that if—if the county line went through one closet
in the comner of the space, that that would be a
problem from the CON Section's perspective?

I don't know the specifics, I just know that when
we Jooked at fhis chart, they said—and I can't
quote them or whatever, but this was not
acoeptable.

1
2
3
4
5 A
6
7
8
g Q. AndTdneed fo talk to therm, I guess, for the

10 more--the more--the additional specifics?

11 A. The additiopal specifics, that's correct.

12 Q. Okay. Would yon agree that you have to count--
13 that—that the endoscopy room can't be located in
14 wo counties, it's either in one or the other, in

15 terms of reporting requirements for licensure and
16 planning?

17 A Yes. Idon't-yes.

18 Q. Andthroughout the application, Mission refers to
19 the GI endoscopy room as being located in Buncombe
20 County, correct?

21 A, Yes

22 Q. Sowould it be fair to say yon just dida't believe
23 the representations made about being—it being )
24 located in Buncombe County? ‘

rvice
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thoughts on this exhibit.
Q.  And they did not express any concemn to you that
they made inconsistent remarks in the pre-app
versus the findings?

No. Not that I'm aware of.
Q.  Ithink our lunch is here, but if we could do~look
at Criterion 4 and then take a break, that'd be
great. Is that all right with everybody?

W om N W s w N

13

MS. % Yesh. §

10 Q. Before we do that, though, did you look at the é
11 findings for a G endoscopy review in Macon County %
12 as part of this review, where a physician group i
13 moved their office and their endoscopy suitestoa {2
14 location that was right beside Angel Commumity é
15 Hospital? |
16 A. No. i
17 Q. Looking atthe findings, starting on Page 673 under §
18 Criterion 4, you referred to this a few minutes ago i
19 in terms of the location, and I believe we've g
20 covered that issue. In the middle of Page 674, you %
21 state that, "If the entire proposed suite were i
22 located in Buncombe County, there would be no %
23 change in the inventory of operating rooms"; is ]
24 that--is that your conclusion? %
Carolina Reporting Service (919) 661-2727 ;
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1 A, That’s correct.
Q. Andthen you—yon go on to disouss Exhibit 29, the!

3 cost estimate from the applicant; do you see that?
4 On Page 674, your findings at the bottom.
5 A Oh Atthe botiom. Exhibit29. Yes.
6 Q. Didyou—how did you arrive at this concern
7 expressed here, that there should have been more
8 information, or the developer should have been
9 ideniified as a co-applicant?
10 A. Idid not understand or have enough information in
11 . that architect letter. I found it to be confusing.
12 Q. . Let's look 2t that while we're talking about it in
13 « Exhibit 29. Ts it correct to say you agree this
14 represents a certified cost estimate?
15 A Yes
16 Q. Butyouhave questions regarding what—what the
17 costs are?
18 A. Ihad questions regarding how they were defining
19 this ownership adjustment. It led me to believe
20 that there would be a-60--a 60/40 ownership split,
21 iy which case, the developer would bave to be an
22 applicant, because I didn't have any additional
23 information to clarify that point for me in the
24 letter.

Carolina Réporting Service (919) 651-2727
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1 A, Yes . E
2 Q. Andthat Mission GI South will occupy leased spacell
3. within that building?
4 A Yes
5 Q. Basedon the sections of the application we just
6 reviewed, would you agree that Mission did not
ki propose o have arry ownership interest in the
8 medical office building?
9 A. Thats what was represented in those sections, but
10 the letter in Exhibit 29 cast doubt on that for me
11 becanse I-it—it didn’t explain--it didn't explain
12 it for me, Tt—-it—it raised a question. Ineeded
13 more information, or explanation, I should say.
14 . Q. Did you contact anybody at Mission to ask that
15 question?
16 A. No
17 Q. Didyou discuss with Ms. Frisone or—-
18 A, Tdd
19 Q  And what did--what did your discussion-—
20 A.  Shewasequally confused. We both needed more
21 information and explanation.
22 Q. Didyou look at the exemption notice Jetter that
23 was sent in to the CON Section related to the space |
24 in which the Mission G South project would be

Carclina Reporting Service (919) 661-2727
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1 Q. Willyoulook back with meat Pages 3 and 5 of the]
2 application? And they're in Section I Do you see
3 at the bottom of Page 3, it says, "Mission Hospital
4 will be leasing space in a medical office building
5 to be developed at the proposed location,” and it
6 returns to a term sheet in Exhibit 347
7 A Yes
8 Q. Didyouunderstand from that that they would be
9 leasing from another party?
10 A, Yes. That's what I understood it to say there.
11 Q.  Andlikewise, on Page 5, under Question 132,
12 Mission represented that it wonld occupy leased
13 space within a medical office building developed by
14 a third party developer?
15 A, Yes
16 Q. Andthenif you ook again on Page 110 of the
17 application, Section X. It's in Section X1, excuse
18 e, the site information construction design
19 section.
20 A Yes.
21 Q. Andinresponse to Question 2b, it reflects that—
22 and 2a, for that matter--that the MOB Developer
23 will file with the CON Scction a request for an
24 exemption from review?
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1 located? .
2 A 1would not have received that exemption leiter
3 because that exemption letter would have gone to
4. ' the person who was responsible for that HSA. Sol
5 have no idea of—if a letter was received, when it
6 was received, what it said, Ihave not seen it.
7 Q. . Didyou ask Mr. Brown or any of the other'staff
8 members if a letter had been received as suggested
9 in the application?
10 A. No.
11- Q. Whynot?
12 A. Itwasn'trelative for me for this review. I'was |
13 " basing it on what we have in the application. :
14 Q. Would it not have provided additional informatio
15 to verify-what Mission was saying with regard to i
16 the location?
17 A TImmnotsure. And I-I don't recall seeing a date
i8 " in which the applicant said they were submitting
19 . that letter. 1 didn't--1 didn't think much about
20 it.
21 Q. I'm poingto show you a copy of the letter, and
22 we'll mark it as Deposition Exhibit 4.
23 (DEPOSITION EXHIBIT NUMBER 4 WAS
24 MARKED FOR IDENTIFICATION.)

Carolina Reporting Service
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1 Q. Wouldyon take a minute to look at this letter?
2 There are two pages to Exhibit 4.
3 A Okay. (Witness reviews document.) Olcay.
4 Q. ‘What'sthe date on the Jetier to Mr. Smith from
5 Keith Beuley of The Keith Corporation?
6 A May 13t 201L
7 Q. Whatisthe date of the CON Section's response?
8§ A May24th 2011
3 Q. Imisspoke. It's Kenneth Benley. Is it correct
10 that the letter to Mr. Smith reflects that Western
11 North Caroling Health Care Innovators, LLC would
12 construct a rmedical office building on Highway 25
13 ¢  onpropesty thet is located in both Buncombe and
14 Henderson County?
i5 A Yes )
16 Q. And thatitalso reflectsthat the medical office
17 building will be approximately 80,000 square feet?
18 A, Yes.
19 Q. And further, reflects that Mission Hospital will
20 lease space in the buflding for its proposed GI
21 Endoscopy South lecation?
22 A, Yes
23 Q. Andthat application was submitted in February
. 24 20117
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Q. Do you know if Ms. Frisone reviewed the exemptiong
notice letier or response? ’
A.  I'would guess that she has not seen this letfer. 1
cannot say for sure.

But it's fair 1 say that Mr. Smith or Mr, Brown
reviewed it and neither brought it to your
aftention?

A, Yes.
Q.  Going back to your findings on Page 674, you

W W NG W e W N
e

10 concluded 2t the end of that discussion that, "The
11 applicant did not.adequately demonstrate the most
i2 effective alternative has been proposed"; do you
i3 see that?

i4 A Yes.

15 Q. Is your conclusios about the mest effective

14 allemnative based on one, the Jocation of the

17 building, and two, the question you had about

is ownership?

19 A, Thais one reason,

20 Q. Are there any other reasons?

21 A, And also regarding the demonstration of need in
22 Critetion 3. ' :

23 Q. Ms. Miles, would you also look with me at the
24 fesponse to comments that Mission submitted during |2
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1 A Yes .
2 Q. Andthe letter that you've just reviewed is
3 consistent with the letter from the architect in
4 Exhibit 29 in terms of the square footage; is it
5 not?
6 A Yes. :
7 O. The CON Section responded and determined that the
construction of the medical office building was
exernpt from Certificate of Need review, correot?
10 A, Yes
11 Q. And this s the first time you've seen the letfer,
12 today? '
13 A Yes
14 Q. Thisletter was received by the CON Section during
15 the review of the Mission GI South application,
16 correct? '
17 A, Yes. Yes.
18 Q. There's no rule or statufe that prevented you from
19 looking at the letter refating to the medical
20 office building exemption, correct?
21 A, Comrect,
22 Q. The application referred to the fact that this
23 letter was—would be submitted; did it not?
224 A Itdid

(919) 661~2727
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" thereview? It's on Page—it begins onPage 524 of
the Agency file, and there's a specific discussion
on Page 535.
A, Okay.
" This is in response to an issue that was raised by
Park Ridge in its comments. But Mission responded
to state that it would be a tenant in the building
and pay rent fo the medical office building owner,

VO N e, s W N
o

do you see that?

10 A Yes. :
11 Q.  Did that pot clatify the issue for you in terms of §
12 whether the developer needed to be an applicant or §
13 not? 1
14 A, No. I~the—the letter that I was looking for g
15 ' from the architect to support it was still not ‘g
16 clear. It is consistent with what was represented §
17 ins other parts of the application that you directed !
is8 me to, but the letter from the architect was not g
19 clear, so it raised a question. %
20 Q. Ithink this will bs a good place to stop for %
21 funch. ' %
22 (RECESS TAKEN FROM 12:50 P.M. UNTIL 1:23 P.M. §
23 Q. (ByMs. Haris) Ms. Miles, in the findings—going i
24 back 2 litle bit-under Criterion 3 in your need ;
_Carolina Reporting Service (919) 661-2727 E ’
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analysis thet starts on Page 669, you discuss
declining GI procedure volume in Henderson County?
A, Yes
Q.  If you had determined that the hission GI South
project was entirely in Buncombe Couaty, would you
have been concemned at alf about utilization in
Henderson County?
MR. JOHNSOR: Object to form.
T'm notsure. Henderson certainly is in Mission's
service area, and I may still look at the location,
but {1 not sure.
Q. Sortof a related question, you used the word
s "iterally” on the county line several fimes in the
findings?
A, Yes
Q.  Were you.concerned that it—that the location was
very close to another county, or just that the
project itself was literally on the county line?
A.  Well both. T was concsrned that the county fine
was going through the proposed space, and 50 there
‘was a portion of the project that kind of laysin
both counties.
Q. You can't say, though, if the project had been
entirely tn Bunicombe, but just below the county

?a
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1 So it appeared that the applicant overstated. 3
2 Q. Andanoverstatement like that would not create an
3 issue with financial feasibility, though, correct? ;
4 A, Well, it would have to be recopnized in some way.
5 It would nof have created & huge issue, an
6 insurmountable issue, Y don't think. Butl
7 couldn't make heads or tails to make the numbers
8 add up as they are totaled on Page 99, so I made
9 note of it, thers was semsthing missing on that
10 chart.
1 Q. Andbelow the chart on Page 675, you goonto
iz restate the concermn you expressed under Criterion 4 |2
13 with regard to the developer ownership portion
14 versus Mission's ownership portion; is that right?
15 A, Yes
16 Q. Assume with me thatMission included more costs
17 than it was required to include here. Is that—
i8 would you agree that's more conservative thar
19 ‘Teaving out costs that you might inow?
20 A, Yes
21 Q. A=ndifyouincluded extra capital costs, you would |2
22 also have extra depreciation expense?
23 A, Possibly, yes, in the pro formas.
24 Q. And that would--if you took out the exira expense,
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1 line, whether you would have had the same concemns?|
2 A, TI'mnotsure, I~ would bave talked to Ms.
3 Frisone about it and looked fo her for direction on
4 that.
5 Q. Willyou look with me with—at your findings under
6 Criterion 59 1think those are on Page 675 and
7 subsequent pages. Did you prepare the charf on
B 6757
9 A Yes.
10 Q. Andyou determined that the costs were overstated;
11 is that correct, or understated?
12 A, Ithink they were~1 think they were—-hold on, let
13 me see if I say here. I think they were overstated
14 by $5,550.
15 Q. Sothe actual cost caloulated here for the project
16 were $5,550 less than state on Page 99 of the
17 application?
18 A, Ithink I said that it's—I think I said that they
19 overstated it by $5,550, so that would be more than
20 the cost in the application, but Jet me just look
21 and see.
22 Q. You're looking at Page 99 of the application?
23 A Yes. Yeah. OnPage 99, the fotal miscellaneous
24 project costs is $619,581. I calculated $614,031.
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1 you would have a higher net revenne in the pro §
2 formas as it flows through? .
3 A.  Allthings being equal. Yes. %
4 . Q. Ifthe architect's letter had not referenced the 60 I
5 percent and the third party developer is developing §
6 the project as represented, should Mission have |
7 excluded any of the shell costs? §
8 A Ithinkthat if the—the architect's letter wasin |}
9 line with the ofher representations, then I'would £

10 not have hiad an issue, but for the difference of [

11 $5,550 that I could not account for. §

12 Q. And that wouldn't have been—and the $5,550 |3

13 wouldn t have been enough to—for a finding of 2

14 nonconformity, correct? %

15 A. Right

16 Q. Justthinking about it in general terros, not

17 specific to this application; but in an application

18 where a provider projects to lease space from a

19 third party developer in 2 medical office building,

20 " would you expect the provider to include any of the

21 shell costs?

22 A, No. I'wouldn't expect that. Twould expect that

23 to be borne by the developer.

24 Q. And additionally, if the land bad already been
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purchased, you wonld not expect those costs to be
inchided inthe application?

That's-correct.

At the bottom of Page 675 and top of 676, there's a
discussion fo the start-up expenses ot lack
thereof; do you see that?
Yes.
Will you turn with me fo Page 106 of the
application?
MR, JOENSON: T'm sorry. What page?
MS. HARRIS: 106.
How did Mission respond 16 section--the section on
start-up on Page 1067

Okay. And it noted that the—they will be
relocating existing services and so no iitial
operating expenses are expected; do you see that?
Yes.

So did you disagree that that section was not
applicable?

Well, I wondesed about—I understand that it's an
existing room, but they're not just moving it to
another part of the existing hospital. This is a
pew location, a new facility. Ithink they need

NS, BIIES--VOLUME X -112-
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1 staff training or inventory set up before it
2 started operations, then it would not have had any
3" starb-up expenses, correct?
4 Well, that list of example operations, such as
5 staffing, fnventory, is not an exhaustive list.
6 Certainly, if-if it was--if it was 2 brand new
7 facility for which they don't have any existing
8 service and they're just going to start a new
9 tocafion, you would need some staffing, training,
10 inventory. They have all that at Mission, right
11 now, in place. In this particelar example of a new
12 location, although it's not listed there under la,
13 it's something that I would expect to see.
14 Have you found-applicants for other services
i5 ponconforming with Criterion 5 related to start-up
16 and inifial operating expenses?
17 T'm not sure.
ig Did you discuss with Ms. Frisone or Mr. Smith
19 whether Mission should have included amy start-up
20 expenses for the application here?

I don't recall if we discussed start-up expenses.

Have you discussed with Mr. Smith or Ms. Frisone o)
other analysts what should be included in start-up
and initial operating expenses at any point dering

=
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1 some utilities, at the very least, that would—
2 would need to be included, as an example.
3 Is there a definition of start-up expenses in the
4 CON rules or stafutes?
5 A Nottomy knowledge.
6 Q. When you think of start-up expenses, how do you
7 define such expenses?
8 A Well, just as I mentioned, things like utilities,
9 or insurance for that space, things that you would
10 need to start a new Jocation.
11 Q. Andwhy doyou consider those start-up as opposeq
12 to just normal operating expenses?
13 A, Because it's a different location.
14 Q. Thequestion in the application regarding tofal
15 estimated start-up expenses uses as exatoples
16 expanses incurred before operation, like training
17 ot inventory; do you see that?
18 A, What letter is that?
19 Q la
20 A, Oh. Yes.
21 Q. The—the example that you gave of utilities or
22 insurance isn't—isn't included there, is it?
23 A, No. It'snot.
24 Q. Andif, in fact, Mission did not need to bave any
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your employment?

It's possible. I dom't recall any specific
conversations.

Did you receive any-—you know, any kind of
accounting orlentation at the CON Section?

No.

Is the absence of start-up expenses an issue
standing alone that would have cansed you to
determine the application nonconforming with
Criterion 5, or was it something that you just
noted?

1 don't—if you had an application and the only
thing that was missing was start-up expenses and
there was nothing else where you found them
nonconforming, it's possible'you could condition |z
them on that. %

You could condition them to either provide the g
information or further explain why it's not :
relevant? ‘ %

On Page 676 under Criterion 5, you quote from thejs
letter signed by the CFO Admission in Exhibit 26, [§
and you found below the quote that the letter ‘%
didn't adequately demonstrate the availability of %

i

(919) 661-2727
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funds. Js it correct that you made this finding .
because you didn't understand the 60/40 information
in the architect's letiex?

That's correct.

In terms of the application itself, the letter
adequately docurnents the capital cost proposed in
Section VIII?

Yes.

Witl you explain for me your concern on the
performance, Page 21 and 25, that you list in the
middle of Page 6767

Yes. And I--I think I've described it pretty well
here. 1say on this, speaking of revenues and
expenses for Mission Hospital, which is on Page
121, “the applicant projects revenues will exceed
operating costs in the first three years of the
project.” That's fine. "The project years are
shown as fiscal years, October 1 o September 30, -
v/hen in fact, the applicant's projected utilization

. is based on calendar years, which is January 1 to

December 31st. In Section T 1{b), Page 43, the
applicant states Calendar Year 2010 Trend Star dat
is the most current and reasonable dafa to use as
the base to project future GI endoscopy

{819) 661-2727
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1 been misiabeled? ]
2 A, Ifspossible that they could have been mislabeled. |
3 But as I mentioned, there were—I noted the use of
4 calendar year versus fiscal year in other parts of
5 the application--the pro formas and the—and
6 Section T differed. I didn't know the source of
7 the difference, I just noted that they were
8 different. Typically, they are consistent. Your
9 financials are based on the same time period as
10 your uiilization projections.
11 You go on to express another concern in the last
1z paragraph on Page 6767
13 A Yes '
14 Q. Andthatconcemn is also related to fiscal versus
13 calendar years; is that right?
16 A. Yes. Istate here that the project years are shown
17 as fiscal years on the pro formas, but the
18 applcant's projected utilization is based on
19 calendar years, as they state on Page 45, and as
20 were labeled on the tables. And then I also note
21 that the projected number of cases for the first
22 three years of the project is inconsistent with the
23 projected number of cases in the appiicant's
24 methodology.
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utilization. Tt is also consistent with the

project years, which are calendar year based." And
it's also—I noted some other sections there.
"Interestingly, the projected pumber of cases shown
on Form C, which are based on fiscal years through
Project Year Thrée, are the same number of cases
shown on Page 50, which are based on calendar
years. And it's unusual that the number of cases
performed in any given fiscal year exactly match
the mumber of cases performed in any given calendar
yeat," So in several places, 1 noted the

difference between the use of fiscal year versus
calendar year, and 1 also noted the difference in

the pro forma section versus some of the other
sections where calendar year and fiscal year were
interchanged. »

And did you defennine, based on the references to
fiseal versus calendar year, that the project—the
projections were not reliable; is that what you
said?

I said that they were imreliable because they were
inconsistent.

identical, that some of the columns just may have

(919) 661-2727
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1 Q. Andthat-the chart on top of Page 677 is based o

2 . caloulatjons that you made?

3 A Yes, because the irformation that is included in

4. the pro formas were cases, and I needed to convert |2

5 ther to procedures. When I convested them to

6 procedures, I noted that they were different than

7 what was projected in the utilization projections.

8 Did you determine that the differences were

9 significant or insignificant?
10 A.- Idetenmined they were significant from the
11 standpoint that they were a, inconsistent, and b,
12 that they were then projecting a greater number of
13 procedures than they had projected in-—-in their §
14 utilization projections, 50 they were overstating z
15 thé number of procedures that they would be %
16 conducting in the pro formas. i
17 Q. Did you make an analysis of what--of whether the! §
18 project was-was feasible if you made corrections |
19 for the calculations that you noted to be incorrect ‘J’
20 or inconsistent? %
21 A, Ididnot go~make that delermination. i
22 Q. - Isthat something you've done before in reviews? %
23 A, T'mnotsure. Its possible. Idon'trecall which [
24 projects, if any, if T bad a problem with their pro
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formas and their projected utilization associated
with them. I'm not sure.
Q.  Have you ever performed a review in which you and
the—Ms. Erisone or Mr. Smith conditioned an
applicant fo omit part of the project, for example,
a certain number of beds?
1 don't—-I doxn't recall.
Ckay. Have you done a review of acute care beds?
1 may have done one.

fol i

Do you recall if you approved an appiiéant for all
the beds requested?
Y-J~yeah, I don't recall. T think Imay have
¢ done one. Idon'tknow what the circnmstances
were, though. That wasa while ago.
Q.  Areyon awarethat the Agency has, in the past,
conditionally approved applicants in acute care bed

>

reviews to consiriet and operate a smaller number
of beds than originaity appled for?

A, T'm penerally aware that that happens sometimes.

Q.  And that doing so would involve ensuring that the
project would still be financially feasivle,
correct? '

A, They would have done some type of analysis, I'm
sure. [ can't speak specificaily.

{919} 661-2727
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1 assurmptions in the methodology, T had to find theris
2 nonconforming. %
3 Q. With the numbers in the pro formas, the higher ’E
4 nuimbers in the pro formas of procedures, did you £
5 determine that thosé were unreasonable mumbers ofi
6 precedures to project, or just that a 15 percent
7 inmnigraticn was unreasonable?
8 A. 1justdetermined that it was inconsistent with the
2 methodology, and that it—-it also supported the--
10 the inconsistency of the 10 versus 15 percent, [
11 didr't do a calculation to determine whether or not
12 these numbers were reasonable. I just-I just
13 determined that it was—their pro formas were based
14 on higher utilization than what was in their ]
15 assamptions and methodology.
16 Q. Hyoulook at the next issue you raised in the
17 finance, it was related to salary expense; do you
18 -see fivat?
19 A, Yes :
0 Q. AndonPage678, is it correct that you concluded
21 that although it appeared the salary expenses were
22 overestimated, that does not reflect negatively on
23 the feasibility of the project?
24 A, That's correct. '
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Q.  Butin ferms of your role as a project analyst, you
are permitted to review and recalculate to verify
the information in the application, are you not?

A.  Inthis particular case, yes, I can verify the
number of cases and procedures. I can't redé an
applicant's pro formas, though.

Q. Could you have used the mumber that you determined
was the correct number of procedures and followed
that through the pro formas o see if you would
still deterrine financial feasibility?

A, Well, I wouldn't be able to say bow a change in
procedures would affect any of those other line
iterms, so I wouldn't bave been cornfortable doing
that. -

Q. s it correct to say, then, that you occasionally
1nake some recalculations during your reviews, but
this was more than you were comfortable doing?

A.  Well, I think what this came down fo.is when you
look at these~it's tied into the—the discussion
of the 10 percent inmigration versus the 15 percent
inmigration, and these pro formas are based on 15
percent inmigration, not the 10 percent

inmigration. And so the fact that the applicant
has overstated its projections based on its

(919) 661-2727
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1 Q. Andinageneral sense, overstating expenses is--
2 does not negatively reflect on financial
3 feasibility? '
-4 A, Overstating your expenses-is less of an issue as if §
5 you had understated them. This was simply an
6 anorpaly that I saw that I didn't understand. It
7 was very striking, and so on the heals of the--the
'8 overstated number of procedures, this is just
9 another piece that T mentioned that I saw as an
10 issue, but it did not negatively affect my thoughts
11 on this particular salary expense piece.
12 Q. Onthat same page of the findings, under Criterion
13 " 6, you had a finding of nonconformity with
14 Criterion 6; is that right?
15 A Yes
16 Q. Andyour finding on Criterion 6 is based on the
17 observations that you made under Criterion 3; is
18 that correct?
19 A, Yes. They are based on things that were also
20 applicable to Criterion 3.
21 Q. Tnotherwords, the findings under Criterion 6 are |3
22 a vestatement of findings that you had under
23 Criterion 37
24 A. They are the same issues. I'would not characterize

{919) 661-2727
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1 Q. Explainto me why the 60/40 spiit issue caused youl
2 1o say that the developer should have been a ]
3 co-applicant? o s
4 A Well, It was the conclusion that I drew based on f§
5 the phrase, "60/40 ovwnership adjustment.” I didn't f§
6 know what that--what that meant. What that meant §
7 to me was that the developer was going to be ownin, %
8 60 percent. And without any further explanation, I ¢
9 didn't know to--1 didn't know what else to deduce %
10 from that information. %
11 Q. Didyoutalk to Mr. Smith or Ms, Frisone about |2
12 whether the developer should have been an i
13 applicant? %
14 A, Ves. Wetalked about the 60/40 ownership :
15 adjustment. 1 talked with Ms. Frisone. Tdon't . %
16 recal] talking to Mr. Smith about it. She came to %
17 the same conclusion. H
& Q. Whichwas that it's unclear, or that the developer §
19 should have been an applicant? %
20 A. That based on how we read it, how it was mittén, 3
21 without any additional information, one would %
22 assume that the developer would be owning 60 g
23 percent, and should have been a co-applicant. 3
i

M5, FMILES--VOLUME I ~322-
122
1 them as a restatement, but they are the same
2 issues. Yes.
3 Q. Explain what yon mean by your estimate of 7.7
4 percent inmigration being overstated? Ithink we
5 covered this earlier, but I want to make sure [
6 vmderstand.
7 A, Wetalked about the 7.7 percent being overstated
8 becanse it's based on both inpatient and outpatient
9 procedures, and Mission GI Scuth will only conduct
10 ~only perform outpatient procedures. So it would
11 be reasonable to assume that a smaller number than
12 7.7 would be outpatient procedures.
13 Q. . This is where you suggested that their needs to be
14 an adjustrment made based on the pereentage of
15 inpatient procedures and outpatient; is that right?
16 A, Thatwas back when we talkedabout an adjusmlent'
17 Yes.
18 Q. Okay. Andwodidyou—is i your view that the
19 adjustment needs 1o be based on Mission's
20 inpatient, outpatient split, or the service area
21 inpatient, oufpatient spiit?
22 A, Anapplicast, ] suppose, could do it either way. I
23 would have to see. When we talked about it
24 earlier, we looked at a Mission adjustment. But an
Carolina Reporting Service (919) 661-2727
MS, MILES~-VOLIME I -123-
123
1 applicant is free to develop a methodology however
2 they see fit. '
3 Q. Ifyou would look with me at Criterion 12, which Is
4 682 and 683. ’
5 A Okay.
6 Q. Whydid you determine Missjon's application to be
7 nonconforming with Criterion 12?7
8 A, Well, the Criterion states, "applications involving
9 construction shall demonstrate that the cost,
10 design, and means of construction proposed
11 represent the most reasonable alternative, and that
12 the construction project will not unduly increase
13 the costs of providing health services to the
14 " person proposing the construction project,”
15 etcetera. The main point here reflected back on
16 that architect's cost estimate and the lack of
17 additional information or explanation that was
18 provided.
19 Q. Andwe agreed when we talked about this before,
20 that if the third party developer is truly
21 developing the whole blﬁldiﬁg, then the applicant,
22 Mission, would not have needed to include any of
23 the shell costs?
24 A, Yes.
Carolina Reporting Service (818) 661~2727
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1 think the developer would have been owning 60 §
2 percent of? ‘ %
3 A 60percent of—if says -it says right--60 percent %
4 owner adjustment of this -of this site, shel, and H
5 core. The associated -excuse me-~-associated g
6 billing costs, essentially. i
7 Q. Evenifthe building just owned 60 percent of the §
8 site, shell, and core, it—that does not make it an
9 applicant for GI endoscopy services, does it?
10 A I'm-Tmnotsure. AsImentioned, I talked with g
11 .  Ms. Frisone about this section. We were both :
12 confused as to what the 60/40 ownership adjustment:
13 meant. We interpreted it as meaning that they §
14 would be owning 60 percent of it. Iwounld have  [§
15 asked her that follow-up question. i
16 Q.  Solgettoaskher now? .
17 A, - Correct.
18 Q. The Jast--the next to last sentence of that 2
19 criterion says, "The applicant did not adequately |5
20 demonstrate that the cost of construction %
21 represents the most reasonable altemative.” Did §
22 you have a concern about the total cost or just who £
23 was paying? -
24 A, Itwasmore of the ownership. It was the owner. 2
Carolina Reporting Service {(919) 661-2727 g
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You did not find that the construction costs were
mmreasoniable?

That's correct.

Please tarn to the findings under Criterion 18a on
687.

Okay.

You found Mission's application nonconforming with
Criterion 18a based on your findings under Criteria
3,4, 5, and 6; is that right?

Yes. There are similar issues as--as referenced
in 3,4, 5, and 6 regarding 18a. Yes.

There weren't any new or separafe grounds for
finding the application nonconforming with
Criterion 182 beyond what ysu've stated elsewhere?

MR. JOENSON: Object to form.

3f there were additioni issues that weren't
referenced, T would have stated them here.

On the last page of ~of your findings, it -i's—
there's an "N/A" under the 121E-188®b), and that is
because there were no new endoscopy ro0ms or
am/surg facilities proposed?

That's correct. This was an existing room.

Before and after the project, Mission would have
six GI endoscopy rooms?

{818) 661-2727
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1 answers fo my guestions, you can let Mr, Johnson
2 know and we can reconvene the deposition,
3 WITNESS: Okay.

4

5 (DEPOSITION ADJCURNED AT 2:17 P.M.)
6
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Yes.

Would it be correct to say that & finding of
conformity under Criterion 3 would have enabled you
1o find these—this application conforming with
Criterion 67

MR. JOENSON: Object to form.

I don't know, If the applicant was conformaing
under 3, it's possible that they could be
conforming vunder 6. But I'd have-to Took-—still
look 2t 6 independently, by itself.

Have yon thonght of any additional reasons for
disapproving Mission's application that you did not
include in the Agency's findings? '

" No.

So everything that you based your decision on is
in--is in these findings?

Yes.

MS. HARRIS: I think I'm almost finished,
If we could take a break, Tl look through my list
aud make sure,
(RECESS TAKEN FROM 2:02 P.M. UNTIL 2:17 P.M.

(By Ms. Harris) Ms. Miles, I believe I have asked
you alt my questions at this time. 1appreciate
your attendance. If you think of additional
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1, Matthew Barbee, Notary Public-Reporter, do
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pror to the taking of the foregoing deposition and that
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ditection and that the foregoing 128 pages constitute a
true and cotrect transcript of the testimony of the
witness. -

1 do further certify that I am.not counsel for or
in the employment of either of the parties to this action,
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STIFULATIONS

PRIOR TO THE EXAMINATION OF THE WITRESS, COUNSEL
FOR THE PARTIES STIPULATED AND AGREED AS FOLLOWSH

3, Said deposition shali beteken for ths purpose
of discovery o for use &s evidence in the sbove-entitled
action or for both purpeses, sx prmitied by ali
applicable statutes and rules;

2. Any objections of any party hereto as o
riotice of the taking of s2id deposition or as to the tme
and place thereof or as to the compeleacy of the person
before whom the same stall be taken are hereby waived;

3. Objections 1o the questions and motions 1o
strike answers need not be mede during the wking of this
deposition, but may te made for fhe firsl tims doring the
progress of the tria} of this cese o7 any pre-trial
hearing held before the judge for the purpese of ruling
theseon or at any other hearing of said case at which
s2id deposition might be vsed, except an objection as to
the form of 3 question rst be made ot the time such
question is asked oy objection is waived as to the foom
ofthe question;

4. That all formalities and requirements of the
statute with respect 1o any formalities not herein
expressly waived are besely waived, especially including
the right 1o move for the rejection of this deposition
befbre. trial for any irregularifics in the taking of the
same, either in whole or in part or for any other canse
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5. That the undersigned notary-reporter shall
versomally deliver or mul by first-class mail the
wranseript of this deposition lo the party taking the
deposition or his attomey, who shall preserve it as the
courl’s copy; and,

EESRT

B

6, Thal the vitacss reserves the right to read -
=nd sign the transeript of this deposition prior to
filing. Carolina Reporting

Service (919) 661-2727
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5
PROCEEDINGS
(WHEREUPON, MARTHA FRISONE WAS CALLED AS A WITNESS,
DULY SWORN, AND TESTIETED AS FOLLOWS:)
DIRECT EXAMINATION BY MS. HARRIS:
Q. Good mworeing, Ms. Frisone. Yo Tezri Hamis, and

we've met a number of fimes. I'im bere on behalf of

Wiaek

T T Ty T T T Ty A P ST E T e T T T R T

with its

Hospital in o pphi
to relocate n endoscopy room fo Mission GI South,
I£T use that shorthand, will yon wnderstand what

Tim talking about?

TR AR T

A Yes, ma'am.

Q. Great. Will you state your full name and business
address, please? .

A, Martha Frisone and'809 Ruggles Drive, Raleiph,
North Carolina.

Q. That's the new address?

A Yes. Lhopeit's 809, not 801, Thére‘s some
confirsion in the office. 1had it right, and
everyone else was calling it 801. And so now I
doubt myself, but I think it's 809.

Q. When did you move to the new office?

A Over the Memorial Day weekend Jast yesr in 2011,

Q. W'c;s that during this review of Mission's

I T T e e P T R Yy e T SR et T IS T

PR

apphication?
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nght now, 0.

some of the other HSAs, even though it has posmbly ;

6 8
1 A. Since1dog't recall off the top of my head what 1 Q. Do eéither you or Mr. Smith review afi the Agency
2 .date the decision was—(Witness reviews document.) 2 decisions and findings that go out—one of the two
3 It was during the review, but we had already moved. 3 of you review— ;
4 We had been in our new location for two months 4 A, Since Augost 19th of 2011 when the team leader fo
5 before the date of the decision. 5 the west position became vacant, yes. Prior to
6 Q. Whatwas the date of the decision while you've got 6 that, there were three of us reviewing them. So,
7 that out in front of you? 7 at the time of this decision, Ms. Matthes was still
8 A, Somy. Auvgust26, 2011, 8 with us. Well, no, at the time--af the date of the
¢ Q. Wereyou one of the CON Section stzff members whee 9 decision, she wasn't still with us, but she was
10 was responsible for making the decision on - 10 with s for most of the review.
11 Mission's application? 11 Q. Didshehave any role in the review of Mission's
12 A Yes. 1z application?
13 Q. ' And what position are you curreptly serving with 13- A, Asdirect superviéor, she may have had some
14 the Certificate of Need Section? 14 conversations with Gebrette, but T don't--T'm not
15 A, Tmthe Assistant Chiefl i5 aware of any at this time.
16 Q. How long have you served in that role? 16 Q. When did she announce that she was leaving her
17 ' A. Sinece March 1st, 2010. 17 position as {eam leader, as compared to her
18 Q. And prior fo that, what was your fitle, if you 18 departure date of August 19th?
19 will? 19 A. About three weeks before that. : i
20 A. I'wasthe team leader for the west team from 20 Q. Hew doyou go about assigning analysts to reviews? %
21 January 16, 2008 until February 28, 2010. ‘21 A. Tt'sbased on the analyst's workload, our workload, %
22 Q. Can you tell me what you have included among your | 22 - meaning, Mr. Smith and myself When the H
23 job responsibilities at this time? 23 epplications coms in, shortly after the application %
24 A, As Assistant Chief, my job is fo take care of the 24 log 1s ready, we go through it, and we just fook at %
Martha Frisone--VOLUME I Januaxy 26, 2012 j Martha Frisone——VOLUME I January 26, 2012 %
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1 day-to-day sperations of the CON Section, to 1 it. And based on what the analysts are already §
2 supervise the 12 project analyst positions, to 2 doing and their--whether we're trying to broaden %
3 assist in assigning reviews to the analysts when 3 the experience of new analysts by giving them g
4 they come in—when the applications are submitted, 4 things they baven't--types of services or types of :
5 and to review the proposed decisions and findings 5 facilifies they haven't worked on before, Many g
6 for approximately half of the reviews that we do in 6 factors go into it. g
7 a year, 7 Q. Isitcomect that Les Brown is typically the
g8 Q Do .you have particular geographic areas or typesoff 8 analyst that would cover Buncombe County? %
9 services that you typically handle? 9 A, Well, the assignment of analysts fo a particular. ' %
10 A No. 10 HSA and then to counties within the HSA is somewhat
11 Q. Youdon't divide up the duties in that way? 11 fluid. Since he joined us, he has always been §
12 A, Nottypically; certainly not geography. As for 12 assigned to HSA [, but actually he was not the §
13 services, at this point in time, I think Mr. Smith 13 analyst for Buncombe County until about--1 think it :
14 has pretty much done all of the hospice inpatient, 14 was June of 2011 when we loaned Carol Futchison to %
15 but that doesn't mean that down the road that I 15 the Planning Section to assist thern due to their §
16 - wouldn't do some. 16 staff shortfall. And, as a result of doing that, g
17 Q. Isthereaparticular service that you reviewed all 17 she was responsible for Mecklenburg County, but we g
i8 the findings in, like, the hospice inpatient for 18 couldn't leave Mecklenburg County without someohe |3
19 Craig Smith? 19 to take care of--to be responsible for it. So the g
20 A, Uptonow, because Ms, ‘Hoffian is no longerthe | 20 team that had been doing the southern part of HSA ;
21 Chief of the section, Mr. Smith has done fewer 21 1, and we moved the team into Mecklenburg County %
22 satellite EDs than T have, but he's the one that's 22 and--because the volume of applications and no 3
23 going 1o co-sign the two that are under review 23 reviews and exernptions from HSA [ is lower than %
i
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1 the most counties in it, It doesn't necessarily 1 hearing—it's not here—~but that would have been lg
2 generate the same volume of work, so-we made the 2 the acute care—I-assurne~-rust have been—oh, I'm %
3 decision to have Les cover the whole of HSAL So, 3 sorry. It's a double agenda There were one %
4 as far as ] know, the first time he's ever covered 4 public—well, in a technical sense, there was one %
5 Runcombe County was starting in June of 2011. 5 public hearing, but in & technical sense, there g
6 That's my recollection. 1t is fluid. Before 6 were two. There were two projects, They each E‘
7 Fatimah came o work for us, and when Ron had left, 7 needed a public hearing. And Fatimah was assigned: é
8 Les may have covered that part of HSA 1 for a brief 8 to the acute care bed and Gebretie to the Glendo [
9 period of time. o) project, and they both went—if I'm recalling g
10 Q. When did Fatimah Wilson come to work atthe CON| 10 correctly, they both went out and conducted two i
11 Section? 11 public hearings. Tt was one date, one start time, - g
12 A. Sheiold me just this week she's been with us about i2 but—so, in that sense, it's one, but in another %}
13 ' 16 months. 13 sense, it was two separate public hearings, one for g
14 Q. TInterms of this application, if you'd like to look 14 each project. g
15 at the Agency file with me. 15 Q. Didvoureview the Agency file that we were just %
16 A Okay. 16 looking at in praparanon for your deposition g
17 Q. LesBrownisactually the analyst who checked in 17 today? §
18 the application, if I'm reading the initials right, 18 A No §
19 and you can teil that from Page 5 of the Agency 12 Q. Did youreview any docu.rnants o prepare for your §
20 fite, which we marked as Deposition Exkibit 3 in 20 deposition today? A %
21 the deposition the other day of Gebrette Miles. 21 A. The findings and some notes teken by my attorney £
22 A. Oh, okay, yeah. I'm having a little trouble 22 from Gebrette's deposition.. %
23 reading it, but, yeah, that does say Les. 23 Q. Didyou review an actual transcript of Ms. Miles' £
24 Q. Do youhave any recollection of why he would have | 24 deposition? . %
Martha Frisone—-VOLUME I January 26, 2012 | Mextha Frisohe--VOLUME I January 26, 2012 é
11 13 g
1 checked it in if he was not then assigned to review 1 A, No. %
2 applications for Buncombe County? 2 Q. Didyou talk with Ms. Miles about her deposition %
3 A, Itsflid Idon'thave any idea—Imean, my 3 last week outside the presence of counsel? §
4 recollection right now without--and I don't have 4 A No. : :
5 any records to check on this, because it's fluid, 5 Q. Did you review the discovery responses that the §
6 and we update the analysts' assignment chart—we 3 Agency served? %
7 overwrite the previous versions. So Idon'thave 7 A No. :
8 any previous versions to look at, but what Tm 8 Q. Didyou do anything else to prepare for your
9 recalling is that Fatimah was assigned—but maybe .9 deposition today?
10 that's ot right. Maybe Fatimat—maybe when 10 A, No
11 Fatimah joined us 16 months ago, maybeshehad thg 11 Q. And you didn't talk with anyone else besides your
12 northern half and Les—maybe that's when Les was 12 counsel?
i3 moved to the southern half, but he was the northern 13 A Nope.
14 half at one time. And maybe he was the southern 14 Q. Ibelieve inyour role as analyst and then team
15 half. Now he's the whole thing. 15 leader and Assistant Chief, you've been deposed a
16 Q. Ibelieve Ms. Wilson reviewed an application for | 16 number of times; is that right?
17 acute care beds that was pending the same time as 17 A. More than I can count. '
18 this one. Were you the supervisor for the acute 18 Q. And, likewise, you've testified in more than one §
19 care bed? 19 contested care hearing;, is that truc? g
20 A. No,Ibelieve Mr. Smith signed that one. 20 A Oh,yes. i
21 Q. Iyoulook atPage 7 of the Agency file, it shows 21 Q. What's the most recent contested case hearing
22 that Ms. Wilson signed the public hearing notice 22 you've been in or what type of service? %
23 with Ms. Miles. 23 A, Okay. Since you said most recent, the most recent %
A. That's becansc on the agenda for the other pubhc . test;mony was m, I belxevc, the Cabamxs ESRD g
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1 competitive review. Ms. Gunter called me asa 1 was definitely relocation of existing, T think. :
2 witness in her case—well, yeah, I guess it was her 2 Q. And that review was the proposal to create anewi}
3 case, 3 ambulatory surgery center with existing rooms or i
4 Q. When wasthat, if you recall? 4 just to relocate?
5 A, Notthe exact date, no. Itwasin2011. It would 5 A. That's what I'm recalling is that--and it
6 have been—I don't kmow if it was October or 6 definitely created a new ambulatory surgical
7 November. 7 facility. 1'm prefty sure it was refocation of :
& Q. Haveyoutestified in a contested case hearing 8 existing rooms, not NEW rooms. 2
9 reparding services proposed to be provided in 8 Q. Do you recall if you reviewed other applications §
10 Buncomabe or Henderson County in the past? 10 that involved relocating existing endoscopy rooms %
1I A, No. 11 but not necessarily creating a new ambulatory :
12 Q. Haveyou reviewed other applications or supervised| 12 surgical facility? ' :
13 the review of other applications in Buncombe County} 1 A. The only one I can say for certain right now that ;
14 in the last two or three years? 14 was—might have been existing rooms, Im.pretty
15 A, Well, reviewed would have been more than two or 15 sure Baptist was talking about existing rooms, not g
16 three years ago; supervised, yes, in the last two 16 new rooms, which created a new facility. %
17 or three years. 17 Otherwise, I think they were all new rooms. :
18 Q. Wereyou ever assigned as an analyst to HSA 17 18 Q. There was areview in Macon County for— E
15 A No. : 19 A Oh, okay. E
20 Q. Whattypes of applications have you reviewed for 20 Q. —rooms to be relocated-- . §
21 services in Buncombe County? -21 A Yes, there was, :
22 A. Ybelieve] did their Jong-term acute care hospital 22 Q. Wereyouinvolved in that one? g
23 within a hospital, and that would have been 23 A Yes,Iwas.
24 Mission. I did an MR review. 1did two of them 24 Q. T'vegotacopy of those findings. I'll hand them
Martha Frisone—-VOLUME I January 26,A 2012 | ¥Martha Frisone--VOLUME I Jahuary 26, 2012 %
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1 The first one involved Asheville Open MRL That 1 to you and mark them as Exhibit 5. §
2 was noncompetitive. That was a very long tire ago. 2 (DEPOSITION EXHIBIT NQ. 5 WAS :
3 That was before we even had need determinations. 3 MARKED FOR IDENTIFICATION.)
4 And then there was a competitive review, and 1 4 Al Oka);‘ To e, this is different from the Mission
5 believe Mission was involved in that, along with 5 proposal. This isn't relocation of one room to
6 Mountain Neurological or something like that. Jt 6 create another satellite location or a new 2
7 started with Mountain, 7 ambulatory surgical facility. This is relocation
8 Q. Wasthat for an MRI as well? 8 of the entire facility.
9 A, Thatwas also an MRL It was competitive. It was 9 Q. Intenmsof the question I asked, though, this is
10 also before the need determinations, and Asheville 10 responsive, because it's an application to relocate
11 Open MRI I approved. The other two, I think I 11 an existing room without creating a new facility.
12 denied both. There may have been others in that 12 A Well, it doss involve relocating an existing room,
13 area, but those are the ones I recall at this time. 13 but it's a totally different type of proposal,
14 Q. Haveyou reviewed or supervised the review of 14 becanse it's not just~-it's relocating the whole
15 applications to relocate endoscopy rooms other than. | 15 facili’ty‘ To rue, that's different, very different
16 the Mission one we're talking about today? 16 from you have so many rooms, and you take some of
17 A Yes. 17 them and create a new Jocation to offer services
18 ' Q. What—which ones, if you can recall? 18 at. That's how I was answering your question is in.
19 A, There was a Bapfist proposal to relocate some Gl 19 terms of you have so many rooms, say 10, and you
20 endoscopy rooms. I've done other Gls. Now, your 20 take some of them, two, and you move them fo a new|
21 question, I want to make sure I recall it 21 location, and now you have two locations. Somy.
22 correctly, is limited to relocation of existing? 22 answer was based on that prermise not on the premise
23 Q. Yes 23 of moving the whole facility. That's a different
24 A, Okay. The only oneIrecall right now is Baptist 24 type of proposal.
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1 Q. Let'slook at this Exhibit 5 we've just marked. 1 Q. So,ifT'm uvnderstanding you correctly, evenifa
2 The findings are dated February Sth, 2010; is that 2 project cost had come in slightly under $2 miltion,
3 right? 3 it still would have required a cerfificate of need,
4 . A Comect 4 because—
5 Q. And Les Brown was e project analyst? 5 A Comect
6 A, Correct 6 Q. -itinvolved relocating an endoscopy room?
7 Q. Youwere the team leader? 7 A. Thereare at leas! two definitions of a ﬁcw
8 A Comect. 8 institutional health service that applies to the
% Q. And—and the applicant was Western Carolina g Macon Couniy project. 5
10 _Endoscopy Center, LLC and Westemn Carolina Medical 10 Q. Wege there comments in opposition filed regarding i
1l Developers, ELC? i1 the endoscopy center's application in Macon County? é
12 A, Corect, , 12 A. “Thatismy recollection that there were, QE
13 . Whatwas—what was the new insﬁmtiogai health 13 Q. Doyourecall what entities filed comments opposin =
14 service being reviewed for this application in 14 the application? ' Vlg
15 Macon County? In other words, what friggered the 15 A, Notoffthe top of my head; no. %
16 need to file the CON application? : 16 Q. Hyoulook onPage 5 of the findings, under %
17 A. Doyouhappenio have a copy of the law handy, the 17 Criterion 3z, it reflects that the new facility g
18 SMEP? 18 would be more centrally located near Angel Medical j
1% Q. T1havethe SMFP. 19 Center and other physician office practices; do you g
20 A, Thatwill work, Ibelieve there are two 20 see that senfence? g
21 definitions of new institutional health services 21 A. Yes ) 2
22 that apply here. 22 Q. Did Angel Medical Conter fle commentsin =~ F
23 Q. Tl handyou acopy of the 2011 SMFP and the CON § 23 opposition? %
24 Act is an exhibit. 24 A, Tthink so, yes. §
Martha Frisone--VOLUME I January 26, 2012 | Martha Friscone——VOLUME I January 26, 2012 ;
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1 A, First, on Page 6, it indicates that the total 1 Q. Didany other physician practices file comments in ;
2 capital cost for the relocation was $2.2 million. 2 opposition? :
3 So the definition of new institutional health 3 - A Idontrecall Iwouldbavetogoonthewebsite (3
4 service, this is 176.16(b), except as otherwise 4 and check to see what the website shows. §
5 provided in G.S. 131.E-184(3), the obligation by 5 Q. IfyouHlook back with me a page or two to %
6 any person of a capital expenditure exceeding $2 6 Criterfon 3, there's a chart replicated, I think, §
7 million to develop or expand a health service ora 7 from theapplication, showing the projected patient H]
8 heslth service facility or which relafes to the 8 origin; do you see that? H
8 provision of a health sezvice. Then, in subpart 8 A Yes H
10 (w), also of 176.16, it says the constmcﬁoﬁ, 10 Q. Inthat paiient origin chart, it has a number of
11 development, establishment, increasing the pumber, | 11 counties listed and then an all other category of
12 or relocation of an operating room or 12 three percent of patients.
13 gastrointestinal endoscopy room in a licensed 13 A Yes. .
14 health servics facility, other than the relocation 14 Q. Didyou require the applicant in that review to
15 of an operating room or gastrointestinal endoscopy | 15 further define the all other category either by zip
16 " room within the same building or on the same 16 code or some other--
17 grounds, where the grounds are not separated by 17  A. 1believe on the other page, on Page 3, under
18 mote than a public right-of~way adjacent to the 18 current patient origin, all other is defined to
19 grounds where the OR or the GI endo room is 19 inchide Haywood, Buncombe and Henderson Counties,
20 currently located. Itis the Agency's position 20 Georgia and other states. So they did provide us
21 that the relocation of an entire facility requires 21 sufficient information to tell us what that
22 a CON regardless of cost. But this project was 22 consists of.
23 also over $2 million, so that definition also 23 Q. Did they give you any zip-codes within Haywood,
Buncombe, Henderson Coupties?
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1 A, They didn't do a patient origin by zip code, 25 1 A, ~that was about soven miles away. And if's a
2 recall. No one's reguired to do a zip code Jevel 2 different--totally different review to decide fo
3 patient origin. 3 split your endoscopy service into two locations by
4 Q. Thatwasmy next question. There's notarule 4 moving one of your six rooms from Asheviile 1o the
5 requizing that sort of an analysis when you're 5 Buncombe/Hendezson County ine. It requires a
6 demonstrating your proposed patient origin? & different analysis to determine whether it's
7 A, There's not a rule that requires the applicant to 7 conforming or not.
8 provide patient origin by zip code. If the patient- 8 Q. Neither Mission nor this Western Carolina Endoscop;
9 provides it by zip code, then that's what we will o Center proposed 1o add any exdo rooms; is that
10 analyze. ’ 10 Tight?
11 Q. In Criterion 3, I did not see a discussion of » 11 A. Thafscorrect
12 whether the project would impact negatively the 12 Q. Will you look with me, Ms. Frisone, on the same
13 ‘hospital, the Angel Medical Center, a$ part of the i3 findings, the Western Carolina Endoscopy Center
14 analysis of whether there was a need for the 14 findings, under Criterion 52
15 proposed service. Did Imiss that discussion? Youl 15 A, Okay.
16 may want to fake a moment to look. 16 Q. The first section of Criterion 5 deals, I think,
17  A. This proposal involves picking up the existing 17 with an inconsistency in the capital costs; is that
18 facility in Franklin and moving it to another - 18 right? .
13 location in Franklin. Their current volumes in 13 -A. They included the purchase price of the Jand, but
20 Calendar Year 2008 was 1,545. This is a totally 20 they weren't supposed to, because they—fhat had
21 different type of proposal, where whether we 21 been purchased in March of 2007,
22 approve it or not, it's still going to be in 22 Q. So they--they include more than they nesded to?
23 Frasklin. Their reasons, if I recall correctly, © 23 A. Inthis particular case, yes.
24 for moving was the physical plant they were in was| 24 Q. That wasn't a reason to disapprove, but you just
Martha Frisone—-VOLGME I ] January 26, 2012 { Martha Frisone--VOLUME I January 26, 2012 4
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1 inadequate. It is not the sate thing as a proposal 1 lowered the fotal capital expenditure; is that
2 - to relocate a GI endo room from Asheville to the 2 right?
3 county line. It requires a different analysis. So 3 A. That's correct. g
4 whether or not there's a-I don't recall an 4 Q. Andthere's areference to a failure to include the g
5 analysis of the impact on Angel. T'm sure that we 5 other builder's fee; do you recall what that :
6 considered that. It just isn't reflected in the ‘ 6 referred to? §
7 findings, but our consideration was an existing 7 A, No, where are you? i
8 facility. If we don't approve it, they will 8 Q. TInthatsame paragraph, I'm sorry, under Criterion %
9 continue to operate in Franklin where they're 9 5 - §
10 operating. All they want to do is get into a 10 A, Well they added up their miscellanecus costs |5
11 better building, because the building theyreinis | 11 incomrectly. If they didn't fail to include it g
12 inadequate. So it's a different—different issues. 12 they obviously provided us with that information, ,
13 Q. You'resaying it's different issues than the 13 because we know it's $177,775. But they didn't add %
14 Mission application? 14 up correctly, g
15  A. Thats cotrect, because the proposal is different. | 15 Q. Did you end up leaving in the cost of the land in E
16 The facts are different. Ifrequires a different 16 the total approved capital expenditure? i
17 analysis. 17 A. Idon'trecall. I'd-d have tostudy it and i
18 Q. There are some similarities though; do you agree} 18 probably look at the application too. §
19 that they're both moving rooms? 19 Q. Allright Ididn'tbring that with me today, but &
20 A. Inavery limited sense, they're moving a room, 20 for purposes of today, I guess I want to make sure %
21 yes, but it is very different to pick up the entire 21 1 understand that essentially you are saying that g
22 facility and move it from one street in Franklinto | 22 the applicant did not need to include the land %
23 another sireet in Fraoklin— 23 cost, because it was already purchased several E
24 Q. Both-I'msorry. 24 years before; is that right? E
e T e e e e e =
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Correct, if I'm reading this comrectly. And the
2,092,865, which is what we coaditioned them to,
does not appear to include the cost of the land.

The very last part of that paragraph has the four
dollar amounts that were added up to arrive at that
number, and the cost of the land is not incladed in
that. \

Why was the cost of the construction for the entire
office building included?

Y don't recall at this point in time why. They may
have proposed it that way for ali Tlmow. T'd have
10 look at the application.

Is there a difference between when and whether you
include the cost of the medical office building or
not, depending on the ownership of the enfity?

I the applicant states or believes that some part
of the building is exempt, then they're free to
give us prior written notice of that and try to
convinee us that pait of the medical office
building should be exempt. Without reading the
application, for all 1 know, without locking at the
diagram of the building that Western Carolina Endo
Center was proposing, they may have feii that the
whole building should be included in the project
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Ckay. And in those cases, the applicant just needs s
to include the cost of upfitting its particular
service and project?

The applicant bears the burden to demonstrate that
they have included all of the costs that are
necessary that fit the definition of the
institutional health service.

Is there any guidance in the rules regarding how
you know what parts of a medical office building
you would include or not include in an application
for service going into a2 medical office building?

The guidance that I get comes from what { refer to
as the Mission Asheville Hematology cases. H

And that's a Court of Appeals decision?

Well, actually, the best guidance comes from the
final Agency decision that was upheld. There's
more detail in there as fo the cost. So, at this
potat in time, when I have questions about what
should or shouldn't be included, that's what [
usually tum to is the fnal Agency decision and
the Court of Appeals decision.

And before that decision, there weren't any
particutar rules that assisted in your
deterpiination?
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cost. If they don't ask for an exemption, I'm not
going to exempt out some portion of it.

You just review what was presented to you?

Well, I mean, there may have been situations where
someone proposed something, and some part of it
really should have been exempt. I don't know that
we've ever--particularly in an expedited review
situation, we may very well have talked to themn and
said, you know, reaily, that part should be.exempt.
Why don't you seek an exemption for #t? Idon't
know. We could have. 1 can't recall any that I've
done, but I may have.

In this particular case, with only the
findings to go by, I can't tell you what they said
in the application, but, apparently, they included
the whole cost of the whole building, and we, after
looking at it, decided that was appropriate in that
case. )

And there—~there are cases, though, where it's—an
applicant or an entity applies for an exemption for
a medical office building, correct?

There have been projects where the building
included much more space then the space necessary

for the service under review, yes.

Martha Frisone--VOLUME I

A.  Well, 1 don't think there have ever been any—when

A
Q.
A,
Q.

you say "rules,” Fm assuming you mean something i
the Administrative Code. I'm not aware of anything
ever being in the Administrative Code on this
subject. There bave been, in the past, declaratory
rulings. At one time, there was a~-I want to say

it was a Rex Wellness Center declaratory ruling
everybody tended to turn to. Then, of course, we :
may have had some other things in between there and
the Mission case, but, right now, the latest

rulings we have would be the final Agency decision
and the Court of Appeals decision upholding it in
that Mission Asheville Hematology case.

Endoscopy Center, Ms. Frisone, there's a line also
under Criterion 5a, just below the paragraph we
were discussing. »

5a?

On 5, where it says, see (). I'm sorry.

Okay.

I misspoke. The--it refers to the fact that in
Section IX. 1, Page 44, the applicants projected
there will be no startup for initial operating
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A, Iseethat

Q. Did you find that reasonabile, there would be no
startup for operating—initial operating expenses
for a relocation project?

MR, JOHNSON: Objection.

A. Wiihout looking at the application, I cannot teil
you what—1 mean, if that's the findings in this
particular case, Western Carolina Endo Center say
what they say, and what's in the application, I do
not recall, so I, you know, don't know what the
basis was for a conclusion—well, that's pot a
conclusion. That's just a statement. But,

- tlearly, based on these findings, we did not find
that to be 2 problem in this parficudar case.

Q.. How do you, in terms of reviewing applications or
supervising reviews, define startup and initial
operating expenses?

A. T don't have a definition. There's nothing in the
Jaw. Our application form gives examples of the
sorts of things that might be expected--costs that
might be expected to be incurred.

Q. The examples in the application form are the only
guidance you're aware of for applicants to
determine if they have startup or initial operating
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A.  Well, we have to take the whole application into

account. We have to take our conclusions with

" regard to all of the statutory and regulatory
review criteria into account,. Wedonot, as &
practice, condition past performance. So if
someone has problems with quality of care frack
record we believe necessitates finding that
applicant noncenforming with Criterion 20. We're
1ol going o impose a condition, because I can't--
it isn't even realistic or feasible for me to say,
okay, you're going to provide quality care in the
past. Well, I can expect them to provids it in the |
future, but 1 can't make themn change what they did
in the past. The past is over and done with. We .
don't usually impose--as a sort of general
statement, when it comes to demonstrating need,
we're ot going to put a condition on someone
asking them fo correct the deficiencies, because we
don't know if they can. Now, we may condition
someone fo develop less than what they've
demonstrated a need for a portion of their project.
For example, 2 slightly--if they've demonstrated
the need for two ORs, but not three, we might
condition them to develop just the two ORs. If'sa
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expenses?

A. That's the only thing I can think of right now off
the top of my head. There's no rule.

Q. " The last question related to these findings in
Macon County relates to the-condition under
Criterion 5.

A, Okay. Which one?

Q. The first condition. You conditioned the applicant
0 a capital expenditure ameunt that was
recalculated to make the correct amount; is that
right?

A. Correct.

Q. And the Agency is able to impose such conditions o
applicants? .

A. Ifthe application is approvable, then we have that
option, and we do consider that, when we're
reviewing applications, when there are
deficiencies, as to whether or not a condition
would be appropriate and would correct the
deficiency.

Q. How do you analyze--just--I'm not asking about a

specific situation, but how do you analyze whether

a deficiency is one that can be remedied through a

condition or that cannot be?
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case-by-case decision as fo whether or not these
conditions can be imposed, and, as I sziy, you have

10 take into account an error that might require
you to say, well, you need to demonstrate the
availability of more funds then you did. That'sa
frequent condition. s it going to be appropriate
if you also have problems with Criterion 3 and 6
and can't condition those? So we're ot going to
impose a condition in Criterion 5 to correcta
deficiency when we have deficiencies in other
criteria that can't be corrected.

Q. Asanother example besides the ORs, you approved |z
projects for fewer acute care beds than applied for
at times; is that right? ‘

A. Yes, we have--we have two appeals under way righti

" now where we downsized a particular facility, both
with respect to their ORs and their acute care
beds.

Q. And when you—-when you downsize a project or-—-or g
approve something slightly less than what's applied
yfor, do you do an analysis of the financials with
the downsized project?

A. That will depend on circumstances. The two that I 2

just altuded involve a hospital, Tt's an ongoing

CRERA S T e Y




W~ oo Uk W N

[te]

10
11
12
i3
14
15
16
7
18

20
21
22
23
24

Martha Frisone——VOLUME 1 Janvary 26,

19

2012
34
facility, ongoing operation, been in operztion for
many years. The proposals don't involve adding
additional services—-or services--or not providing
or éxpanding existing services. They'rea
renovation project, so not approving as many—the
OR project, which is the one I'm familiar with,
involves new space to reptace ORs, and we've fold
the applicant they can do that. They demonstrated
the need for the new space but not for the number
of ORs that they have now. So we downsized the
murnber of ORs to, in our opinion, right size them
to the numiber of ORs they need for the projected
volumes that they projected. So that reatly
shouldn't have any impact on their—so that's where
I'm going with this is that you haveto look at
what the project is, what the impact of the
downsizing would be. In the case of reducing the
number of OR's, what we're saying is, with fewer
OR's, you still have plenty of ORs to do the number
of procedures you're projecting you're going to do.
So why would that impact the financials? It
wouldn't. Other cases, it might impact the
financials, and that might be what causes vs to not
be able to downsize because of the uncertainty of
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specifics of the deficiency, and the impact a
condition might have on the potential financial
feasibility of the project.
- Well, would it be fair to say if you had—if'you
had been convinced, under Criterion 3 and 6, that
Mission needzd to relocate that cadoscopy room,
then you may have been more likely to consider
conditiening them on financials?
MR. JOHNSON: Object to form:.

1 haven't really given it a whole lot of thought,
but, certainly, theoretically, if they bad been
found conforming with Criterion 3 and Criterion 6
and 4 and 12, then the problems in 5 might be
something we'd certainly consider. But I think the
problem in Criterion 5 is of a greater magnitude
than that, and, quite possibly, my gut feel is that
we would not have conditioned it But we'd
certainly consider it before we made a d
10 whether or not we had to find them
nonconforming, even i that were the only area
where there were concerns.

And Tm deﬁnitely going to ask you about what the
other--the issues that you just alluded to under
Criterion 5, but first 1 wanted to ask if you had
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the impact on ﬁnarcxals because they really would 1
need to redo the financials. So that—that can be 2
one of the factors in deciding, no, we can't—we 3
can't condition them. ’ 4
Q. You might be—it might be more of an jssue and Jess g
able to redo financials or downsize if it was a 6
single service provider, for example, a hospice. 2
A ‘Well, I think the Mission GI--Mission G South] 8
8 9
whatever we decided to call it, would be a good 10
example. Jtonly involved a relocation of one 11
room. X you decide that the one room is no.t 12
necessary in that location, there's nothing really
to downsize. If they had asked to move three 13
rooms, and we said, well, one is okay, then we'd 14
have to consider whether we could condition that. 15
Becavse fhis is proposed to be basically a 16
satellite location under the hospital license, it 17
might have been possible in this case but for a 18
brand new ambulatory surgical facility you would 19
expect to be financially feasible on its own, 20
particularly if you were dealing with separate 21
ownership, then that might be a different story. 22
"You know, it really boils down to a case-by-case 23

analysxs of the specnﬁcs of the project, the
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fooked at, in connection with this review or other
reviews, some findings regarding a relocation of
endoscopy rooms in Wilkes County in 20087

Did 1 look at it?

Yes. )

I don't seem to recall it.

The~I'm just going to hand it to you and ask you
if you had any involvernent or if you've ever
reviewed it. We'll mark the findings as Exhibit 6. &~

(DEPOSITION EXHIBIT NO. 6 WAS
MARKED FOR IDENTIFICATION.}

Let's just say it doesn't Jook familiar.

The findings are dated June 24, 2008; is that
right? '

Correct.

And they involve Wilkes Regional Medical Center's
project to relocate two existing gastrointestinal
endoscopy rooms to an existing outpatient facility
licensed as part of the hospital?

Yes.

You were not the analyst or the Assistant Chief
review'mg that application, were you?

0, actually, [ had just barely been promoted to
team lcadcr, and I think that was the month 1
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started co-signing decisions. This wasn't one of
them.

Have you ever reviewed these findings before?

I may have, but i1 did, they're not really
ringing 2 bell. There might have been a subsequent
application involving this facility, a sort of
change of scope for this, that perhaps [ was
involved in, but right here and now, this one's not
ringing a whole lot of bells with me.

Would you—just looking at--and you're welcome to
take as much time as vou want--consider this Wilkes
Regional Medical Center project more sitmilar to the
project proposed by Mission than the Angel/Macon
County case that we looked at a few minutes ago?

MR. JOHNSON: Ohbject to form.

{Witness reviews document.) Well, Angel just had
comments in opposition fo it, but not the
applicants, so the Macon County ene~I don't—
apparently, the outpatient care center already
existed. I'm not sure how far away this outpatient
care center is from the hospital, and it may say
somewhere in the--nor have I found yet how many GI
endo rooms they have in the hospital. And it may
very well be a little roore similar to the Missien
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clue a5 o where the Westpark Outpatient Care
Center is located in relationshin to Wilkes
Regional Medical Center. So thai--without that
knowledge, I car't tell vou how similar or
dissimilar the Wilkes project is from the Mission
GI South project.

Q. When you're supervising a review of a CON
application, do you typicaily suggest that the
analyst look at other sets of findings?

A. Yes. '

Q. And do you direct them to particular sets, or is
there a way to search for similar services or
similar types of projects?

A, Well, a couple of years ago, we-s --got a
folder on a share drive that the analyst.can look
at findings by service types. So, they're not all
there, but it is certainly possible for an analyst
10 o 16 the S-drive to the folder for GI endoscopy
proposals, and they are further sorted by new
facilities and relocations, but this is not an
exhavstive—-sometimes we forget to put them there.
Tt does not go back particularly far. It's not
something we've done since the '90s, but the idea
was to try to collect them in a place where the
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one than, say, the Macon one, bit I don't think
that i's entirely similar o the Mission one in
that—particularfy i the Westpark Ontpatient Care
Center is, like, across the street from the
hospital or in the same town, and that T cen't tell
from these findings. ’
And my understanding, from your testimony about the
Wilkes Regional and the Macon County application,
_that the relocation by Mission of one OR from
Asheville to Fletcher was a significant concern or
issue of the CON Section?
MR. JOHNSON: Cbject to form.
T wouldn't say it was a concern. It is a important
factor, but we're not talking about relocating a GI

_ endoscopy room to an outpatient center on the

hospital campus in Asheville, particularly creating
an ambulatory surgical center with different
reimbursement. It matters that they're raoving this
service, the location where the service will be
provided, to a different part of the county. It's

a factor in our review and how we—you know, what
would be important in the analysis. I cannot tell
from these findings, unless there's something
perhaps in one of these ong quotcs 1hat ngcs mea
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analyst could po get them. They can also go get
them from each other, which is how we used to do
it. But that was the idea was to have a share

drive where everybody—they can't put them there.
That's part of the problem of gefting them all on
there, They have to—they can look at them, but
they can't save to that drive. So someone else has -
to do it for them.

Q. And if you had directed Ms. Miles to a particular
set of findings in this review of the Mission GI
South application, you'd expect those findings fo
be in her working papers, wouldn't you?

A. IfI had directed her to a specific one, I would
havc. 1 would have said this needs to be in the--

in the working papers.

Q. Did you--do you recall directing her to any
particular sets of findings in connection with the
Mission GI South review? '

A. Idon'trecall at this time. Idon't even recall
at this time if there are any other findings in our
wotking papers.

Q. I don'trecall seeing any findings in the working
papers, but it's in Tab—behind Tab 4 of the Agency
file notebook thar we marked as EXh.lblt 3 in her
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A, Well, I guess, on a certain level, you could say
they're similar in that ‘Wake Forest Ambulatory
Ventures, LLC didn't demonstrate the need to
refocate the three ORs to Clemnmons, but | think the
particular problems were of a different nature, I

42

depos"hon i

A. Apparently, they're all findings that were aftached 2
to the written commernis. 3

Q. Yes, that was my next question. 4
A.  So, in that case, we would have looked at those, or 5
she would have Jooked at those, Some of which have 6
nothing to do with GI endo. I don't see any 7
findings in her actal working papers. 8

Q. Okay. Well, while you've got the Agency file 9
notebook open, there ate—there are some findings 10
that she said that were aftached to the comments by 13
Parkridge and Carolina Mountain. 12

A. Yes. i3
Q. Did you review any of the comments and their 14
aftachanents or— is

A. Ireviewed the comments, and I may have skimmed | 16
through the attachments. I didn't necessarily read S a7
every page of every attachment. ig

Q. Startiog on Page 223, which is an attachwent to the | 19
Parkridge comuments, there's a set of findings 20
regarding Wake Forest Ambulatory Ventures, LLC. 21

A. Comect. 22
Q. Are those the—is that the review that you 23
mentioned eatlier you'd been invelved with in T 24

don't i

ecall there being a problem with Wake Forest

Ambulatory Ventures with the identification of the
population to be served. I think there were other
issues with—well, for one thing, they were retying
on referrals from an orthopaedic physician group
which had withdrawn its support. And when you tog]
. those procedures or those cases out of their
projecied utilization, they couldn't meet their
required targets. ‘So-it's different issues;
becanse, in this particular case, the Wake Forest
Ambulatory Ventures, there was a set of rutles that
applied. And once you took the cases out, the
group that was not going to do cases there, after
all, they didn't meet their target. So very
different issues.

Q. You'retalking sbout the target that requires a
certain amount of procedures per year by the end of
the third year?

A.  Well, there were other problems besides that, but
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Porsyth County? 1

A. Idon't remember actually mentioning this 2
particular one. o3

Q. Okay. You looked at~you said one for Baptist, butf -4
this is not the one? 5

A.  Okay. This is ORs for surgical procedures as 6
opposed to~-there's no Gl endo in this ope at all. 7
I'm sorry, I shouldn't say that. The transcript 8
won't be clear. For G-8608-10, which is one that 9
Gebrette and I also did, this is not the one I was 10
referring to. There was an earlier one that ¥ did 11

as an analyst where Baptist created a GIendoscopy | 12
anm-surg in Winston-Salem. This project from—the | 13
decision was 201 1--is the relocation of the 14
chronically underutilized ORs from Plastic Surgery { 15
Center of North Carolina to Cleromons. AndIknew| 16
this was attached, but I was familiar with this. 17

So I--this would be one of those exhibits I've 18
glanced at, I'm familiar with those. I know what 19
the issues were there, 1 don't need to read it 20
again. 231

Q. Were the issues in the Wake Forest Ambulatory 22
Ventures, LLC relevant to the Mission GI South 23

apphcatlon, in your v1ew‘7
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that one—~it is a performence standard rule. Itis
2103(b), and they were required to show that they 3
will-excuse me~that they needed af least 2.5 ORs
based on taking the projected ambulatory cases
times 1.5 hour per case to calculate the hours, and
you divide by 1,872--1,872, and it showed 2.6;
however, that projected utilization assumed that
that orthopaedic group would actally do their
surgical cases there, andthey had withdrawn their
supéort very explicitly in a letter addressed to

us. - So when you took that out, ithey dido't meet
the standard.

Q. Inthe Mission GI South application, there's not a §
performance to be met, is that correct, because
they're relocating—

A. The rules—the rules don't apply. We do use the

standards as our guidance in evaluating, but, no,

they were not required to show that they would do 3

1,500 procedures--GI endo cases, surgical--I get so

confused, GI endo procedures at the GI South or,

for that matter, because it's all one license, that
the six were actually very close to that rumber, |

But they weren't specifically required to meet that

target, because tbat rule didn't apply, because '
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they are proposing that it would be licensed as

part of the hospital

Before I forget, the hospital that you mentioned
where ydu downsized the number 6f ORs, which one i3
that?

High Point Regional.

Okay. And that application or that appeal is still
pending?

Yes, itis.

You sort of alluded to this already, but when you--
when you're supervising the review of the
application, at what point do you get avolved and
‘what steps do you take, if you have a particular
routine for each review?

Once it's assigned to the analyst, then the—when
the analyst starts working on it, they're
encouraged fo, and they do frequently, bring issues

some point, don't know exactly where in the
process, but relatively early, bringing to my—fo

my attention the discrepancy between the 10 percent
imnigraﬁon and the 15 percent inmigration, and we
Tooked at the exhibit, I think it's Exhibit 16,

Table 5, atid we looked at the application and
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the western part of the state, and we were looking
at, well, where would it be reasonable for patients
1o come to this proposed facility. So we consulted
with him on that issue.

So is it fair fo say this--this review proceeded in
the normal way, from your perspeciive?

Yes, and that was a rather Jong answer, but o
lesh it out further, then, at some point, the

anatyst will give me a first draft of the findings,
and we will continue, as I ook at what they've put
in the draft findings, to talk to each other and

look at things in the application and the comments
and response to comiments as we work out, you know,
-shipuld this be conforming, should it not be
conforming,..And so it's a work in progress
basically. .

‘When was the last fime you reviewed an application
cover 10 cover as an analyst?
I know the findings don't refiect this, but the

teplacement long-term care hospital in Mecklenburg
County. Carol had started it, and she did do the
bulk of the work on the findings. But she was—she
was loaned out to the Plarming Section, and so I
finished that review. But we did decide that she
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talked about it and talked about the impact. At

that point, 1 think she was still fairly early in

the process, and so we hadn't really made any
decisions at that point, even tentative, as t¢

whether they were nonconforming with anything. It
was just she brought it to my attention. We looked
atit. I think initially we thought, yes, and we
looked at the response to written comments, and I
think our initjal thought was, well, it appears the
only place where it says L5 percent is in the

exhibit. But then, subsequently, as Gebrette
worked on it further, she then brought to my
attention that the pro formas-—-we couldn't figure
out what the—-had cases, and the number didn't
match anything in Section IV or Section I or the
‘exhibit that we could figure cut, and we worked on
that. So, as they find issues, if they're not able

to resolve them on their own, they will-and
Gebrette did on, at least, those issues, and I

think we talked about the inmigration petcentage
and jts reasonableness and the issue of not knowing
precisely what counties that would come from. And
we talked to Craig about it, because he has been

the analyst for HHSA L. He is very familiar with
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had done enough of it that T would cd-sign as the
Assistant Chief and not have M. Smith co-sign it. -
Prior fo that, it would have been the Indian Trail

which I denied, and that would have been—well,
Angie was supposed to bave been the analyst. She
got swamped, and I fook it away from her and did
it. And it might have been in—could have been in
2008, could bave been in 2009,

You mentioned, and Ms, Miles mentioned also,
talking to Craig Smith about the inmigration issue.

Yes.

Was that early on when Gebrette first came to you
about the 10 versus-15 percent or later in the
process?

That's a different issue. It's not—there's two
issues there. Theirs is it 10 percent or is it 15
percent. That's issue one. The second issug is--
well, there's really three issues. The second
issue is the 10 percent isn't defined adequately,
because I believe all it says is other zip codes in
Buncombe and Henderson Counties and other counties|
without ever specifying what those counties are.
And the third issue is, is 10 percent reasonable
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for this particular Jocation and this faciiity.
And it was that issue that we went o tall fo Mr.
Sruith about, because we were looking at its
geographic location. We don't know precisely what
counties were intended fo be included, so we were
looking at, well, if you Jook at Mission's patient
origin, which we had in the license renewal app,
and the counties where they get their patients from
now, which of those counties would it be reasonable
for this facility to get patieats from.

Q. And it was the third issue, the reasonableness for

. the location, that you tafked to Craig Smith about?

A. Iwouldn't phrase it quite that way. Yes, that's
the third issne that Tro thinking of with respect
to inmigration, and it's the one we talked to Craig
about, But it's about we don't know whete they're
coming from, because they haven't told us enough
about it. But of the counties cusrently served by
Mission for this--for this service, which of those
counties is it Hkely that people would come to-the
Mission GI South facility, as opposed to the
Asheville location.

Q. Let's just go ahead and look at the findings with
regard to Criterion 3, since we started talking
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that are going to go to Missjon GI South coming
from.

Q. The application proposed to serve patients from thel
same areas where Mission currently gets GI
patieats, correct?

A The Mission Gl South has & different service area

defined. That discussion starts on Page 642.

Let me ask it this way. The application didn't
propose to take patients who were typically seeing
other providers in the area for endoscopy services,
cormest?

No, I don't know that that's an entirely correct
statement either.

I you need to referto the application, it's there
i front of you as well,

No, actually, it was something I saw this morning
TI'm Jooking for, which is In the findings. I
didn't look at the application, so fihastobein
the findings. (Witness reviews document.} I'mnot .
finding it right now, but the--the statement
regazding the patient origin from Mission GI South,
we have—I guess maybe the first place it's -
discussed is-—and there's a quote from the
application, and this is on Page 642 of the Agency

Q.
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about the inmigration issue. The findings
themselves start on Page 640 of the Agency file,
and then Criterion 3 actually starts that same page
as well.

A. Yes.

Q. Inthe findings, there's a section initially where
you discuss the population to be served; do you see
that? ‘

A. Yes.

Q. I'mirying to understand your testimony about the
different counties not being—or the other not
being described. Did not the application have a
listing of the counties where Mission currently
sees patients coming from four endoscopy services?

A. No, I don't know whether it does or not. But going
back to the language of Criterion 3, which starts
on Page 640, it says the applicant shall identify
1he population 1o be served by the proposed
project. So the issue isn't where does Mission get
its patients for its existing GI endoscopy
services. We have that data. Even if the .
applicant hadn't provided that data, we bave it on
file in the Division in the license renewal
application. The issue is where are the patients
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file, and it's from Page 30 of the application,
Mission analyzed historic utilization of services
at Mission from southern Buncombe County and
Henderson County, as well as projected population
growth in the region to determine the Mission GI
South zip code service area. And then there's some
text that we wrote, which introduces the table,
which lists those zip codes. Then the projected
pafient origin was also provided on Page 58 of the
application and in Exhibit 16, Table 5, and I think
that's reproduced on Page 643, Now, this is not by
Zip code. It's just by county. And here
inmigration-this is where the 10 percent comes
in—~but there's--that's actually from Page 58,
because Table 5 shows 15 percent. And then after
that table, it says, however, the applicant
provides inconsistent information regarding
projected inmigration for the Mission GI South
campus. In Section I 1(b), Page 58, which is
where the data came from in the table right above
that, it says the applicant states it assumes that
10 percent of the GI endoscopy procedures at
Mission GI South will come from other Buncombe

County and Henderson zip codes and other counties.fz
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That's not defined anywhere else. There's a

problem of 10 percent and 15 percent. We don't

know which it is, because Exhibit 16, Table 5 is

one of the places where it's 15 percent, and the

pro formas is another, But there's no farther
breakdown or discussion or anyddng. We don't know
which counties, We don'i even know which other zip
codes in Boncombe and Henderson County are included
in that either 10 percent or 15 percent »

I think it might help to look at Page 58, if you
would open the application, Ms. Frisone. Idid not
say this at the beginning, because Timow you know
{hat the rule is, if you need 2 break, you'li let
me know, but just feel free to let me knowifyou
need one at any time.

Sure.

Allright.

Okay.

Page 58 in the application is referred to in the
findings you just reviswed with me, Would you look
at the bottom of the page? It says that Mission
assumed that projected utilization at Mission GI
Sowuth will shift from Mission Hospital in
Asheville; do you see that?
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I found it In the findings this mormning, there was

a statement io the effect that patients currently
wilizing some of the other providers might shift

to Mission GI South. Yes, #t's quoted on Page 665
in the Agency findings. If's a quote from the
discnssion of Step 10 in their methodology. For
purposes of this application, Mission assumes that
the projected procedures performed at Mission Gl
South would be performed at Mission if the project
weye not developed. However, it is possible that
cases from other providers in Buncombe County may
shift to the proposed facility as the physicians
associated with Asheville Gastroenterology
Associates, AGA, who own and operate the endoscop:
center are very supportive of the proposed project
s evidenced in the letters of support included in
Exhibit 10. Parthermore, in 2010, over 1,000
patieats from Henderson County received outpatient
Gl endoscopy procedures at the endoscopy cénter.
Mission GE South will provide a more accessible
alternative for these patients of AGA. In

addifion, as the economy improves and GI endoscopy
procedures begin o increase, some percent of cases
at Mission GI South will result from the growth in
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1 A. 1do,and that's discussed on the bottom of Page
2 643 of the findings.
3 Q. Didyou determine that you did not think patients
4 would shift from Mission?
5 A, No, no, the applicant assumes that 70 percent would
6 shift, but of Mission's existing GI endoscopy
7 patients, of which a substantial percentage are
8 inpatients, some of the counties, it's not
9 reasonable to assume that those patients would
10 shift to Mission GI South. And becanse the—-this
11 is a—it's like each little piece taken alone might
12 not be enough to find an applicant nonconforming,
13 50 it's—it's all of it taken together. Is it 10
14 percent? Isit 15 percent? 15 percent was used in
15 the pro formas, Of the 10 or 15 percent, even if
16 it's all supposed to be shified from Mission, some
17 of the patients currently using Mission are
18 inpatients, a substantial portion, and some come
19 from counties it's not reasonable o expect to use
20 Mission GI South because of where those counties
21 are located. So that's why, taking all of this
22 together, all of the issues, we concluded that they
23 didn't adequately identify the population to be
24 sérved. And somewhere in this application, becanse
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the south Buncombe geographic area. So if's not
entirely clear to me that they're not counting on
patients shifting from other providers, but that's
not the reason they were found nonconforming,

The discussion that you just read refers to a
physician group that supported the application; is
that correct?

Thaf's correct.

And there's not a discussion in the application
regarding shifting patients from Parkridge or
Carolina Mountain; is that correct?

That's correct. But the application is not
conclusive enough as written for me to be assured
that a hundred percent of the patients are expected
to shift; but even if they are, the failure to
define those other counties, you're still talking
about patients potentially without defining it.and
limiting it to counties where it's logical for
someone to go to Mission GI South, instead of a
county that's north of Asheville where they would
have to drive past the hospital to get to Mission,
Gl South. That's not reasonable, and that's the
problem that we found. '

Q. Do you have an understanding of how patients selec
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2 Jocation for an endoscopy procedure? -

A.  Well, in my case, it was selected for me after the *
physician that ] was referred to was selected.

Q. So you didn't have a cholce as to where you went
once you chose your physician?

A. No, becanse ho didn't offer me but one alternative,

Q. Was it farther than you would have Tiked to bave
driven?-

A. Since I was living in Johnston County, any place
they would have sent me was far. Was it an
ambulatory surgical facility, no. Unless sormeone
tells me I have a medical reason why I need to have
it done in a hospitai-based outpatient setfing, 1
would prefer the ambulatory suzgical facility
setting, becanse, you know, it costs me alot less
out of pocket.

Q. Ifyou had wanied to go to a different endoscopy
location, then it sounds Iike you would have fmd fo
select a different physician?

A.  T'would have had 1o, yes. And the gentleman has
moved hifs office subsequently to where it's way
farther away from my house, and he apparently does
have an outpatient-only facility that he uses now.
But unforfunately he moved out fowerds Wake Forest
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findings was von haven't defined that 20 percent.
We said Forsyth—other zip codes in Forsyth County
and other counties, and you haven't limited it.
And ¥ was clear to us that someone was not likely
to drive from Clemmons to Kemersville when they
would have to drive past two hospitals to be
admitted. So they were found nonconforming. We
did subsequently setile. Kermnersville is open,
But the issue in the Mission Gl South case is very,
very similar to the FMC-Kernersville issue.

So it's not the 10 or the 15 or the 20 percent,
it's whether the information was in the application
to convince you that the number that they chose is
reasonable.

e T P T e T et e B S P By P e e P

hate to even bring it up. It comes up at every
deposition and hearing—the second Gaston ED revie
where we bad a competitive review to develop a
satellite ED in Mount Holly, And the Charlotie-
Mecklenburg Hospital Authority application was
denied, and we found that they did not adequately
identify the population to be served. In the
application, they said that their service area was

a five-mile circle drawn around the location of the
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Q. Did youhave--

A, 1dor't live out that way.

Q. Did youhave to drive by other endoscopy procedure
rooms to get to the one you went t0?

A. Not from where I was coming from, no.

Q. Based on what you've just said, though, it may be
reasonable fo expect patients to drive past
downtown Mission to get' to GI South if that's the
only choice their physician gives them, correct?

MR. JOBNSON: Object fo form.

A. But the burden's on the applicant to identify the
population to be served. So it might be in a given
case that a given patient would drive, but if's up
to the applicant to justify that and document that
that's reasonable,

Q. How would you have expected Mission to document
that?

A. Well, what I expected Mission to dois to
adequately identify the population to be served,
and if it's not including counties—this is not.the
first time where someone has dope that. This is so

much like what was done in FMC-Kermersville, wherg

the inmigration was 20 percent, and it wasn't
defined. And that's exactly what we said in those
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proposed satellite ED, but at the heating, they
said it also included a 10-mile service area, a
secondary service area. That was considered an
amendment. What they said was that 70 percent of
their patients would come from that five-mile
circle, and 30 percent would come from outside it.
And they said that included other zip codes in
Gaston County. And, again, we said it's not
reasonable to assume that patients living in the
western part of Gaston County would drive past
Gaston Memorial Hospita! for an emergency
department, and that decision was upheld last month
by the Court of Appeals.

Well, the emergency services are in a different
category than endoscopy services, would you agree, ‘
. in terms of where you might drive?

Kernersville, which decision preceded that Gaston
ED, included all the services at FMC-Kernersville,
which also included outpatient and scheduled type
of things. So, yes, emergency services are
different, but the issue is the same. And, you
know, our decision here to find the Mission GI
South application nonconforming with Criterion 3

AR
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for failure to adequately identify the population
to be served, I think, is very consistent with our
prior decisions on very similar situations.

Q. Going back to the 10 percent and the 15 percent,
what do you understand the 10 percent inmigration
o be from; in other words, 10 percent of what
number?

A, Well, it's actaally 10 percent of the total. So to
get it, you—they came up with the projected
utilization from the nine zip codes, and then--
would actually have to do this math to be sure this
is right, but I believe what you do is you divide
by .5 or by .85, and that gives you the total. And
then the difference is cither the 10 or the 15
percent.

Q. And the total is the nuenber of procedures projected
for the Mission GI South? ’

A. Ibelieve it's the procedures, not the cases.

Q. Did-you analyze the number, as opposed to the
percent of procedures that would be projected to
come from outside the zip code areas specified in
Buncombe and Henderson County?

A.  Well, T think Gebrette does do a comparison of—

that's somewhere, T thought-—
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difference in the total procedures, depending on
which inmmigration facter was used. So that's the
only comparison I know of in the findings. She
doesa't actually talk about the difference
between--lef's just pick a year—Project Year 3,
149 patients at 10 percent, as opposed to 236 in
2015, but that's the only difference between them.
So when she talks about the difference in totals in
the text following the table on Page 665, that
difference is the difference betweenia 15 percent
inmigration and a 10 percent inmigration, because
it's the only difference. The numbers in the first
row, which is the projected utilization from the
nine zip codes, those mumbers remain the same in
the two tables.
Looking at the table on 668 and the number of 149 |2
that you just mentioned for Year 3— g
Uh-huhb, ves. . %
~that's 149 procedures; is that right? §
%

January 26,
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Correct,
And the actual number of patients would be less?
I would be that divided by—divided by 1.33, [
think is the factor.
Q. That was the number of—the ratio of cases to
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Q. T'm not sure if it's what you're looking for, but
there's a table on 654 and then tables on 667 and
668 that might help.

A Okay. The 643, she does discuss thie issue 2 little
bit, but that doesn't actually have--I was thinking
they were somewhere in the text that she tatked
about the issue. Okay. What she was doing was the
total utilization, not the actuat 10 percent number
or the 15 percent number. ‘

Is that the table on Page 667 of the findings?
No, that's not the table I'm thinking of. Tm
Jooking at the tables on—this discussion starts

" with the table that's on Page 668, which is
projected utilization assuming 10 percent
inmigration, and that sumber is broken out in the
table. But her discussion after the table, she
Tnotes the number of procedures projected fo be
performed in each year, states that's assuming 10
percent inmigration, but says that's overstated and
then introduces the topic of whether it's 10 or 15
percent. So the next table on Page 669 has the--
it's the same table, but now it shows inmigration
of 15 percent with different totals. And what
she's domg is actual]y prepazmg me total—«the
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procedures, right?
A Right
Q. Some you saying that Mission should have told you
where some number around a hundred patients should
have come from specifically in order to find the 10
percent?
A. Yes, in this particular case they should have, I
mean, they also should have been consistent as fo
whether it was 10 percent or 15 percent. That's
why T said, if you isolate each one of these little
things by.itself, whether that's enongh to find
them nonconforming, that you've got a combination
of is it 10 or 15 percent- think initially we
were thinking the only place it said 15 percent was
in the exhibit, but then we found the pro formas
are based on the 15 pereent. So when we determined
that, thaf's when we decided that the issue was
. serious enough, severe enough that it needed tobe |
found nonconforming with Criterion 3. 2
MS.-HARRIS: Let's leave the application and
the Agency file open where they are and take a
break g
THE WITNESS: Okay. ?5(
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"1 Q. (ByMs Harris) Ms. Frisone, before we took a hE believe, is what we were looking at for Mission's
2 break, we were looking at the Agency findings and 2 GI endoscopy services, which should look very
3 talking about the inmigration issues that you 3 similar to the list on Page 642. But [ believe
4 outlined for me. And I'd like for you to look now 4 what we were actually Jooking a was their license
5 at the table that Ms. Miles prepared on Page 667 of 5 renewal app. That's my recollection.
) the Apency file. 6 Q. And thatis the foomote below the table on Page
7. A Okay 7 6677
8 Q. Didyou talk with her about this particular table? 8 A Well that-yeah, that's the source cited for that
¢ A Fmsweldid ) 9 table. There's no source—-the source cited for the
10 Q. Doyou recall any of the discussions surrounding 10 table on 642 in the application itself, Pages 70
11 this table? ) 11 and 71. (Witness reviews document.} Which then [
1 A, Well, what I do recall is that the inclusion of 12 says that the source is Exhibit 16, Table 12, J§
13 Transylvania, Jackson, Macon, Polk, and Rutherford] 13 {(Witness reviews document.} Which says the sourc: §
14 -Counties, I beticve those are the ones that, in 14 is the 2011 license renewat app. But my §
15 consujiing with Mr. Smith--and it says in the text 15 recollection is we were actually looking at the ;:
16 following it that these are the ones we thought, of 16 Hcense renewal app, not Table 12 or Page 70 and i
17 the counties reported. in Mission's license renewal 17 71, and certainly not—at that point, I don't think §
18 app as counties ffom which Mission gets GI 18 I even had draft findings. So we weren't looking
1 endoscopy patients, that these were the counties 19 at the table on Page 642 in the Agency file. But
20 that it might be possible.to expect patients using 20 that data in: the table on Page 642 of the Agency
1 the Mission facility in Asheville to use the 21 file, if you follow the citations in the
22 Mission GI South facility. So whether we really 22 application, comes from the license renewal app.
23 talked about the table, per se, [ doubt it, but 23 And Y think that's what we actually had in our
24 certainly the.contents of the table is one of the 24 hand, because I think that's in the staff notes.
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1 things—that is the very issue we were discussing 1 Q. Iis AndIthink-J think what you're saying is ‘
2 with Mr. Smith is which of those counties that were 2 that you looked at the Heense renewal application
3 in Mission's service area at the Asheville campus 3 and made a list of the counties you thought it
4 would be reasonable fo include in the Mission GI 4 ~ would be reasonable to expect patients to travel
5 South service area. S from to Mission GI'South for endoscopy rather than
6 Q. Andthese five, you decided, would be reasonableto] 6 looking at Mission's application and--and crossing
7 include? 7 counties off the Jist?
8 A. That patients from those counties might travel to 8 A, Well, we—we didn't make a list, I guess that's
9 the GI South facility instead of the Asheville 9 part of my problem is that we would bave looked
10 facility, yes. 10 at—what we would have looked af is Page 632 of the!
11 Q. Andthe counties like Macon or Pol.kmnct Macon, 11 Agency file, which is a copy of Page 37 from the--I
12 excuse me. I think it was—there were three 12 assume it's Mission—
13 counties that you excluded; is that right? 13 Q. Itis. The first page starts on 594.
14 A, Idon'trecall 14~ A. Okay. Usually the name of the hospital appears on |5
15 Q. Ithink you can look back at 642. 15 it butitdoesn't in this case. :
16 A. Okay. (Witnessreviews docurrient) I don't know 16 Q. [Ithinkitjust got cut off on the copy. §
17 exactly which ones or how many are not inctuded, 17 A. Somy recollection is we were actually looking at— §
18 but obviously the list is longer on Page 642 than 18 Tve already lost the page— 2
13 the list on Page 667. 19 Q. Ithinkyou justsaid Page 632, §
20 Q. Isitcomect that you and Mr. Smith and Ms. Miles 20 A, -632, :
21 developed the list on page 667 from the list on 21 Q. Andthat--Page 632 is the patient origin for g
22 Page 6427 22 Mission Hospital GI cases for the 2011 renewal §
23 A Well, I don't know that it's from that particular 23 application? :
24 page but 1t's from the Iloense renewal app, 1 24 A. Correct Whmh the apphcanon mdxcates is the g
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source for the table that's in the exhibit and then
in the application that we created and made part of
our findings.

So, from what you said, T imagine that you and M.
Smith and Ms. Miles Jooked at this Page 632 and
said, here are the counties where we would believe
patients would go to Mission GI South from?

Well, what we did is we went through each county
that they're serving patients from and said,
looking at a map--and that's based on M. Smith's
knowledge of the counties and fravel--not just 2
map, but the roads—that, okay, this county it
‘would be reasonable to expect patients to go to
Mission GI South. This county not so reasonable.

"So that's ultimately the source of the list on

Page~

667-of the findings?

—-yes.

Did you look at maps or arry docurentation related
10 traffic patterns in western North Carolina?

I believe that Gebrette and T had a map. T'm not
sure whether Craig needed a map, but I think
Gebrette and I looked on a map.

Is that map in the Agency file?

Martha Frisone~—VOLUME I
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currently providcd in Asheville, the immigration

was said to be 5.5 percent, I believe, and that's
reflected in the chart on Page 642, So somewhere
in the application the applicant had chosen to be
more explicit and to list the percentages for other
counties besides Buncombe and Henderson. Then, i3
the quote that's reflected on Page 666, all
Mission's counting as being somehow the service
area js Mission—is Henderson and Buncombe
Countles. And they're saying, well, the other 34
percent is inmigration. And so there's--the way we
read the application was they were saying, well, if
Mission in Asheville, if their inmigration is 34
percent, then 10 percent for Mission GI South is
reasonable. And that's—that's sort of precisely

the logie that Charlotte Mecldenburg Hospital
Authority tried to use in the Gaston ED
application, and we didn't find that acceptable.
Because what they did is they specifically limited
their primary and secondary service arca down toa
very tight geographic region and said all the rest
of it was inmigration when, in fact, if you looked
at historical utilization, they were routinely
serving patients from outside that tight Jittle
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G W~ W N O

21
22

© O N m s W N

Martha Frisone--~VOLUME I

A.

Q.
A.

P o P

January 26, 2012
71

No, hub-vh.,

‘What map did you look at?

Tt could have been a North Carolina Department of
Transportation map, or it could have been the map
in the SMEP,

Did you personally look at a map that had I-26 and
1-40 and those routes specified? ’

1 don't recall.

You agree that the roads and traffic paitems are
an important determining factor of where patients
might reasonably be expected to go?

Certainly. Mr. Smith was cognizant of that and
mentioned it all the time.

Looking back at the chart on Page 667 of the
findings.

Okay. :

‘Why did Ms. Miles prepare this chart?

To show that the percentage of patients currently
utilizing Mission from these counties is only 7.7
psicent, not 10 percent, not 34 percent. And one
of the statements, T believe, that was made in the
application—-and I believe it's quoted. And it's
on Page 666~in one part of the application, the
inmigration for Mission GI endoscopy s

St

ervices as

MR
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geographic area. So, here, 1o say inmigration is
34 percent and that it's more conservative if you
say it's only 10 percent, that's not--that's what
made no sense here. Because, earlier, they said
inmigration's 5.5 percent. So clearly they
believed, at some point in time, that some of these
counties they routinely see patients from--it may
not represent 10 percent of their total, but they
routinely see patients from those counties. So we
are—the term "inmigration" is something the

Agency uses. To us, the service area is everywherel
you serve patients from. And so, in this
particular case, what we're saying is, the
assumption of 10 percent--and it could be 15
percent, so that problem still exists, You can't
ignore jt—isn't reasonable under these
circumstances and here's why.

If you look at Page 642 that you just referred to
with the 5.5 percent inmigration--

Okay. :

~-there the 5.5 percent refers to patients who coms
from counties other than the ones listed, correct?
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Q. So that conld be--if you look at that license
rencwal application, that might be somebody from
Georgia or South Carolina or somebody who was
visiting from New Hanover County or however—

Correct.

Olkay.

But what P saying is, they're representing that
inmigration is only 5.5 percent. They are breaking
out their patient origin and listing these other
counties and treating them as though they're part
of their service area as they define it. But then,

> o P

when it suits their purposes of trying to compare
the 10 percent versus—now they're saying that
inmigration’s 34 percent, because they're treating
those patients from those other counties listed in
the table on Page 642 of the Agency file
differently. And so we were not—we didn't find
this notion that becanse—~they were saying that the
inmigration admissions in Asheville was 34 percent,
that therefore 10 percent is reasonable—we're not
accepting that, So that's atl I'm trying to say

here is that that—to just say, well, we'll compare
the 34 percent to the 10. 10's less than 34.
Therefore, it's reasonable. No, is the 10 percent
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1 think the discussion you're thinking about is on
Page 672. '

It's in the methodology as well, so thal's where 1
was looking.

Okay, Wherever.

(Witness reviews documment.) Yeah, she does mentios
that, based on a representation on Page 53, Fiscal
Year 2010--this is on 672 of the Agency file--the
findings state Mission Hospital had 2,531 inpatient:
cases and 3,982 outpatient cases. Thus, Mission
Hospital's inpatient/outpatient splif is 38.9
percent inpatient cases and 61.1 percent outpatient
cases.

You have to apply those percentages to the numbers
on Page 667 1o getto an outpatient number only,
correct?

You could take that data and apply that
outpatient/inpatient split to all of the counties
tepresented there, and you could determine what the
percentage of the total was for just outpatients
from those counties.

And so if you applied the 61 percent outpatient
percentage to each of the counties as you've just
said, you would get a namber you would consider

> 2
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reasonable for Mission GI South. There are several
problems. One, is it 10 percent, or is it 15

percent? And two, where are they coming from? And.

so there's--I told you, there are multiple issues
involved here is the reason it should be found--
that they didn't adequately identify the population
to be served.

Looking back af the chart on Page 667 of the
findings, is it the Agency's finding thet 7.7
percent inmigration from counties outside Buncombe
and Henderson is a reasonable projection or would
have been a reasonable projection?

No, because [ believe we point out that--that that
could be over--that is overstated, because the
chart on Page 667, this total number of endoscopy
patients, including the 508 from those counties,
which represents 7.7 percent, that includes
inpatients, as well as outpatients.

What would you do to adjust and get to an

- outpatient nursber?

Well, you'd have to know what the percentage
inpatient was, which I believe is somewhere
reflected in the findings. (Witness reviews
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reasonable in terms of inmigration?

This is-it's not about what I consider to be
reasonable. This is about wheat the applicant
failed to do.  It's not my job--it's not our role
1o rewrite the application for them and come up
with what is reasonable. What we're saying is, if
you look at Mission's utilization by payor—by
patient origin differently, and you look at the
counties where it's reasonable to think patients~
outpatients would utilize the Mission GI South
facility, you don't get 10 percent. You get
something less than that. You get—if you inchude
the inpatients, you get 7.7 percent. If youdida
different analysis, you'd get an even lower
percent.

In the Agency's analysis of the information in the
application, there was no next step taken, in other
words, to apply the outpatient percentage to the
historical numbers to assess the reasonableness of
the actual numbers in the application, correct?

Okay. I think [ understand what you're saying.
No, we didn't take this analysis further to further
figure out what percentage of the total--and I mean
total inpatient

>

and outpatient--came
e T 2
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from these

A SO TS




[V 3= - TR N (N € S V3 S oV I o

N =
w N H o

15
16
17
18
19
20
21
22
23

Martha Frisone~-VOLUME I

14 -

24 .payor origin, and we analyze a map and roads, and

Janvary 26, 2012
78

counties, becanse there are several—again, there

are several issnes with the inmigrstion. First and
foremost, is it 10 percent or 15 percent? We don't
know. Where are they coming from? We don't know
and if you base it on Mission's current patient

origin for GI endoscopy services, it doesn't appear
that 10 percent is reasonable.

Based on what you've just said, then the analysis
in the chart on Page 667 was not done to
determine—to assess the reasonableness of the
projections?

Okay. No, that's not what I'm saying. We're just
iHlustrating that, if you look at Mission's total
GI endoscopy patients, inpatient and outpatient,
for the counties—it's a multi-step that you cannot
take that one table in isolation. You have to look
at the whole document, 2t the progression and the
logic of all of our thoughts, nof just this cne
table. First we've said, is it 10 percent or is it
15 percent? We don't know. We're not sure 10
perceni's based on anything reasonable, because we
don't know what the 10 percexnt consists of. But if
we compare it to, and we analyze, Mission's current
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percent or is it 15 percent. And, furthermors, we
on't think 10 percent, given the geography and the

roads of where Mission's patients might be coming

to Asheville but expected to shift to Fieicher,

what percentage would that be, and we don't think

it's 10 percent. It's certainly not 15 percent.

If you Jook at the table or Page 668, could this
whole issue have been avoided just by taking out
those patients in the inmigration categories? In
other words— )

Well, if the apphcaﬂon didn't include 2 10
percent or 15 percent innsigration, it might have
been a different outcome on this issue, but this
isn't the only issue.

Would you consider ¥ reasonable to project all of
your patients coming from Buncombe or Henderson zxp
codes for a project like this?

Tt certainly could be. Imean, this application
was denied for a multitude of reasons, This is
only ope of them. The fact that we don't know .
whether if's 10 or 15 percent and the pro formas

percent inmigration, i it was consistently 10
petcent or it had been defined and where they were
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we look at and say, well, these counties that
they're already serving, yeah, we could--besides
Buncombe and Henderson. There are some other
counties where patients currently going to
Asheville might very well go to Mission GI South
instead of Asheville, but if's not all the counties

Tist to—for Mission as a whole, there are other
counties that it's not likély patients would go to
Mission GI South. So when you look at only the
utilization--this is historical, not projected.
Maybe that's the problem. This table on Page 667
is not projected, It's historical, and it's

historical for the whole hospital, all the patients

it serves. We don't list the separate counties,

but we do put the total number of procedures—cases
here, patients. So it's about showing that, for
those counties we've decided it might be
reasonable, yes, they serve those counties; these
patients could shift or 70 percent of them could
shift; that doesn't add up to 10 percent. So it
does--part of our analysis is we don't think the 10
percent's reasonable. We don't know what the 10

Martha Frisone--VOLUME I
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coming from was reasonable, it could have been a

other issues.

And when I spoke with Ms. Miles in her deposition, :
we went through each step of the methodologies that [£
Mission used, and I believe she said the only issue
with the methodology was with this Step 10 on the
inmigration; is that your understanding as well?

MR. JOHNSON: Object to the form.

My only recollection of this review is that--for
example, the projected outpatient GI endoscopy
procedures from the nine zip codes, 1 don't have a
problem with those numbers. I don't recall having
any problem with those mimbers, So the assumptionsis
and the methodology used, I don't recall any--it's .
when you get to the inmigration.- And the
combination of, is it 10 or 15 percent, and the pro
formas are based on 15 percent--and I believe I've
already testified at one point when we thought the
only place in the application that said 15 percent
was in the exhibit, we were initially thinking,
well, that's just a typo. But then we get to the
pro formas and, no, they're based on 15 percent.
So-but then there are other issues as well that
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the assumptions, but fhey're deseribed and
discussed starting on 669 where we discuss some of
this again. But all the other reasons are--

basically start on 669 in Criterion 3.

Okay. You're talking about Criteron 3 still only
here. You're not talking 2beut other issues; is
that right?

Well, there's that, and there's also issues with
Criterion § and Criterion 12 that we didn't believe
were conditionable. So if's~when we'rs
determining whether an application will be denied,
we're looking at the whole application and all the
review criteria. Each one is reviewed
independently. Each one involves different issues,
bt they do impact each other. The issues raised
in one may negatively imipact our findings in
another.

The discussion that begins on Page 669 of the
application is an aralysis of need where you get

is that right?
Correct. I believe, at the end of this, she may
repeat some staff about the Inmigration, but

Martha Frisone--VOLUME I January 26, 2012
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1 because of mold. Glad fo get out of that building.
2 1 remember where we were, 1 remember some of the
3 discussion. We may very well have discussed the GI |
4 endo application. I don't personally have, right :
5 now, any recollection of that, What 1 remember
6. from that meefing is discussing a building that
7 would be physically located on a piece of property
B that was in both Buncombe and Henderson Counties |2
% and discussing the saicllite ED. That's what I
10 remember from the meeting. That does not mean GI
11 endo wasn't discussed. I just dor't personally,
iz right now, recall.
13 Q. Inaddifion to that meeting that'you just recalted,
14 did you also participate in a pre-application
15 conference regarding the Mission GI South
i6 application?
17 A, IfIdid, I have absolutely no recollection. Alll
18 recall--there may have been more than one meeting,
19 but all I'm recalling is that meeting was in an
20 anteroom where we had to tum the tables at an
21 angle. And we had to move chairs, because you
22 couldn't get the door open.

23 Q. Who--who attended the meeting that you remember?j
24 A, Ithink Les was there. Craig may have been there.
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there's other issues discussed there involving the
existing facilities in Henderson County aud the
utilization trends and so forth.

Let's step back a little bit in time and talk about
the pre-application conference before we talk about
the discussion that begins on Page 669.

Okay,

1 understand that you attended one--at least one
pre-application conference with Mission regarding
this application; is that right? '

There was a meefting regarding the building on the
Henderson/Buncombe County line, I don'teven
recall whether GI endo was specifically mentioned
or not. I do recall discussion about the satellite
ED. Ijust don't recall if GI endo was
specifically addressed in that meeting.

That meeting was in 2010; is that correct?

I dor't recall the date,

You did not consider that a pre-applicatjon
conference for the Mission South application
though, right?

I--my memory of that meeting, I remember where we -

were. We moved a table especially in the room to
use our break room

s
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1 Probably Brian Moaore was there. But as to who elselg
2 was there—~there were a lot of people in the room,
3 but I don't remember all their names. % ‘
-4 Q. Were there representatives of the Construction or |
5 Licensure Section of DFHSR there? ¢
6 A. Idon'trecall, %
7 Q. Do yourecall ever participating in a meeting :
8 related to the GI South project that included |
9 mersbers of the Construction Section? ' §
10 A Tdon'trecall. ¢
11 Q Whatunderstanding did you take away from that §
12 meeting with--about the project that was discussed?
13 A, Mission and Pardee—Margaret R. Pardee Memorial §
14 Hospital were proposing to build a building on §
15 property already owned that was located--literally, z .
16 part of the property is in Buncombe County and part 2
17 of it is in Henderson County. And there was §
18 discussion about rejocation of various servicesto g
19 thatbuilding. And what I'mrecalling is the ;
20 satellite ED, and I'm not sure which county it was g
21 supposed to be in and which hospital would--it |4
22 would be licensed under, But I do recall being g
23 asked if the ambulance entrance could bein a : §
24 H

SN O A Y

different county than the rest of the satellite ED,
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and I said, unequivocally, no. I'm afraid thaf's
alt Trecall of the meeting, other than where we
were physically.

Q. At any point during the review of the GI South
application, did you consult with the Constraction
Section or Licensure Section about the location of
the project?

A.' Idon'tbelieve Idid. Xdon't know whether Ms.
Miles did or not. :

Q. Didyou give Ms. Miles any guidance for her review
of the application based on the discussions that
you participated in regarding the location of the
building on the county line?

A, Ithink you might have the cart before the horse
Wis. Miles brought to my attention that the drawings
showed that the space for the GI endoscopy room,
which would be licensed as part of the hospital,
crossed over into another county, and so we
discussed it,

Q. Before we talk about that, though, what I'm asking
is whether you said to Ms. Miles at the beginning
of the review, we've had these discussions with
WMission about this location, here's what you need
to know?

Martha Frisone--VOLUME I
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A. That decision was made jointly by Mr. Smith and

A. Because we were probably 99 percent certain that,
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would span across county lines. And there was Jots
of discussion about that. And at some pointthere £
was some discussion about an ED-—-satellite ED. And:
somebody asked, I don't even know who, if the
ambulance entrance tould be physically located ina [§
different county, and ¥ said no based on my ‘
understanding of Licensure's rules.

Tust so I'm clear, you don't recall a second call
or group coming to you as part of the pre-
application conference for this particular project?

)

remeraber it.

Q. While we're kind of back at the beginning, I also
wanted fo ask you if you made the decision not to
grant Misston's request for an expedited review?

RO N AR

myself.
Q. Why did you decide not to expedite the review of
Mission's application?

if we had not scheduled a public hearing, that we
would have been asked to schedule one.

Q. So you decided not to grant the expedited review
request because you expected to receive a request
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A. No, because any representations made at a pre-
application conference or meeting, they're really
not relevant to the review, What she has to review
is the application that's submitted.

Q. There are references in the application o guidance
received at the pre-application conference; did M.
Miles bring any of those excerpts of the

_ application to you to ask if they were accurate?

A. 1 don't recall her bringing any of those to my
attention, It doesn't mean she dido't. [ just
don't recall at this time if she did or not.

Q. Why did you say emphatically that the ambulance
entrance couldn't be in one county with the
satellite ED in another?

A. Because there’s a licensure rule that requires all
the hospital--all the services that are under a
hospital license to be in one county.

Q. 1 think you said you don't have any recollection at

- all of discussing the endoscopy process, correct,
the application?

A. They may very well have mentioned the ORs and

" endoscopy rooms. We may even have talked about
acute care beds, but what I remember is we were

dxscussmg sortofa Jomt venture, a buxldmg that
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for a public hearing?

A. We expected 1o receive negative written comanents, |;
and we expected, if we badn't scheduled a public
hearing, that the people submitting—the facility
submitiing the negative written-comments would also
ask for a public hearing. So, if we were going fo §
have to schedule one, it's a lot easier to schedule H
it from the beginning than to scramble to do it ;
with very little time, particularly-when it's got o
to be held in the far westemn part of the state. g

Q. Why wers you 99 percent certain that there would bg
parties who would request one? %

A. Tt seemed pretty likely that Parkridge would
object, which they did. And that is--this is not g
limited to this case. That is one of the things we &
consider when determining whether we will grant an §
expedited review. I believe the Macon one that you §
brought up the findings for, they may have asked %
for an expedited review; and we may have been %
totally willing to grant it. And I believe we were %
asked to hold a public hearing, And there have %
been others where we thought, well, we don't really g
feel the need to hold one, but I think we did one %

€1

other recent!y where we decxded we—-Craxg decided
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we would just go ahead and schedule a public
hearing and we would deny the request for expedited
review, because we were pretly certain we would get
a request for one.

Had you had any discussions with any
representatives of Parkridge at the tirae you made
the determination to hold a public hearing?

A. No. This is ope where I deficitely consulted with
Mr. Smith on to get his sense of whether we should
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Tooking at all of the issnes and looking at all of
the—some of them are things we just don't
condition, because we don't know what they would
present In response.

Q. Welooked alittle bil ago at some of the
atfachments fo the comments by Parkridge and
Carolina Mountain. They both attached
documentation regarding Mission's certificate of
public advantage and a stody about that. Did you
find that valid fo the review of the application?

A. Twas aware of what they had attached, becauss P
the one who processes wiiiten comnents when they
comein. So Iwas the one who had to scan itall.

1 found some of it interesting.. It's not--it's not
the basis of the decision, any of the comments,
with respect to the certificate of public
advantage,

Q. Youalso went over Mission's response to those
particular commerits; is that right?

A. Yes.

I

bt i et
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Mission's response about the specific certificate
of public advantage issue?
A. T'mnot--right now, { don't recall what reference

10 just go ahead and schedule a public hearing.
11+ Q. What-
12 A, Andlusually do consult with him anyway on it. I
13 l don't-in other words, although technijcally it's
14 supposed to be the Assistant Chief's responsibility
15 to meke the decision whether to deny or approve, [
16 usually consult with him on all of them anyway.
17 Q. Andwhat was the discussion surrounding whether
18 Parkridge might oppose the—
19 A, Idon'trecall the discussion, just my recollection
20 is the sense that, if I didn't believe it, that Mr.
21 Smith believed that Parkridge would probably ask
22 for a public hearing.
23 Q. Did Ms. Miles ever give you a draft of the findings
24 that had a condmonal approval?
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t A, Notto the best of my recoliection.

2 Q. Did you talk with her about any conditions that

3 would enable you to approve the application?

4 A, Ms. Miles tends to discuss with me af great

5 lengths before she submits anything, so we would

6 have already worked through all of the issues and

7 concerns that she had spotted in the various review

8 criteria before she ever submitted anything to me.

9 So, in those discussions, we would have-—-if we had
10 thought that conditioning anything was possible, we
11 would have already discussed it then before she
12 ever gave anything to me.

13 Q. Sitting here today, do you recall any discussions
14 about conditions on approving this application?
15 A. Thisisnot one, I believe, where we could have
16 conditioned the applicant.

17 Q. Andwhy is that? '

18 A, Theyhaven't demonstrated the need. They haven't
i9 demonstrated that the capifal cost is the correct
20 capital cost. ‘They haven't-—-because of the way
21 it's presented to us, it's not clear whether the

22 developer will be incurring any costs that would
23 make the developer need to be an applicant. I'm .

not sure xf there may be some--in other words, by

Martha Frisone-—-VOLUME I
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you're talkdng about.

Q. Okay. Letme take you there. It is—it's the
response to the comments on Page 540 in the Agenc;
file.

A. 1don'tthinkIwentto it Idon'tknow if Ms.
Miles went to it .

Q. But the bottom line is, you said that discussion
about the certificate of public advantage wasn't
the basis ef-your decision to disapprove the
application?

A. That's correct. The certificate of public
advantage is a different statute from the CON law.
And whatever issues there are with respect to that
certificate are not issues to be resolved in a CON
review. And if there--let me be clear. If there
even are any issues’, the CON review was not the
forum to resolve those issues.

Q. " And you're not saying there are or are pot issues?

A. No, Imean that's not my law to--it's done by our
Division. It's done by--it's the only--the onty

one that's ever been applied for, and it was
actually done by Bob Fitzgerald, I think. He
wasn't the Director at the time he did it, but [
believe he was the one who was sort of the lead
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person on {hat. I was—it occurred when I'was a
fairly wet-behind-the-ears project analyst, So all

I have is hearsay from Mr. Smith that we--we,
being, the CON Section—may have been consulted,
but that would have probably been Lee Hoffinan as
Chief and perhaps Craig Smith as Assistant Chief.
And I certainly wasn't involved in that.

Q. Let's Jook--Jet's go back now to the last pert of
the discussion under Criterion 3 in the findings.
And as we said earlier, that begins on Page 669 of
the Agency file.

A, (Witness complies.)

Q. ' As part of the analysis that starts on Page 669,

Ms. Miles has findings regarding the existing rooms
in Buncombe and Henderson Counties; is that right?

A.. Correct,

Q. Was—why was the~why was the analyst and why were;
you coneerned about utilization in Henderson County
when the project was located in Buncombe Couanty?

A. Well, patt of it's Jocated in Henderson County.

Not a lot, but part of it is located physically in
Henderson County. Because they're proposing to
move this room Jiterally to the county line. And
there is a nexus between Criterion 3 and Criterion
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Q. As part of the analysis of this aspect of Criterion
3, did you look at the information in Mission's
application regarding the total number of
procedures and rooms needed for Buncombe County?

A, Well, 1didn't--1 looked at portions of the Mission
application. Don't recall right now what those
are. So most of my time was focused on meeting
with Gebrette, maybe looking at a page or two while
we were.doing so, and looking at her findings. So |
I-don't know what part of the Mission application
that you're talking about. Ifit's reflected in
the findings, then definitely I looked at it.

It may or may now be something where § actually
looked at the source in the application.

Q. [Iwill point you to those charts. It may be easier
1o Yook at Exhibit 16 in the application.
Specifically, if you would, Ms. Frisone, look at
Page 363 of the Mission application. It is Tables
7 and § to Exhibit 16. And particularly, did you
fook at Table 8 when you were conferring with Ms.
Miles regarding the review?

A. Ydon'trecall looking at that part. I think this
is reflected—there are tables quoted in the
findings that deal with Mission's representations
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6, and we were finding them nonconforming with
Critetion 6. And so some of the same—if it--if

you don't need it in thet area becanse the existing
facilities have capacity, then they haven't '
demonstrated the need for the project as proposed,
which inclades not just an outpatient-only Gl endo
room, but an outpatient GI endo room, to all
intents and puzposes, I assume that probably hasa
Fletcher mailing address, even though a good part
of it might be in Buncombe County or at least the
Gl endo suite, But this is part of our analysis,

I mean, it's nothing unique to this review. We've
done similar things in other reviews, particularly
involving Medical Park Hospital-Clemmons, Forsyth

Medical Center-Clemmmons, and various and sundry |.

proposals by Davie County Hospital for a
replacement. Davie County Hospital is going to be
in Bermuda Run. The Clemmons facility will be
Clernmons. And they're two different counties that
are separated by a river, but they're only four
miles apart. And we looked at utilization in—in
those-both of those counties in evaluating the -

. need and the impacts that cach would have on the

Martha Frisone~~VOLUME I
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about--this is in ome of the steps in the
methodology.
Q. Uh-huh.

table on Page 660, at the bottom, is from Table—is
a quote from Table 7. So while I may not have
looked at Table 7, I looked at the quote of Table 7}
on Page 660—reflected on Page 660 of the Agency%
file,

Q. Thatis also on 648; is that right?

A.  (Witness reviews document.) Yes, itis. Table 8
is on 649, So--

Q. To the extent they're in the findings, you did at
least see them? '

A Yes.

Q. And if you're looking at the table on Page 649,
Table 8.

A, Yes. .

Q. Did you understand that table to determine that
there is actually a deficit of endoscopy rooms
based on volumes in Buncombe and Henderson
Counties?

A. That's what the applicant concluded, yes. i

Q. And did you disagree with the applicant's - §
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conclusion based on the numbers in Table 8 from
Exhibit 157

Well, { don't know that we directly did so, but our
analysis showed that utilization in Henderson
County has decreased, and that the average number
of procedures per room in Federal Fiscal Year 2010
was only 1,362. So I guess, to that extent, we
don't agree with the conclusion drawn by the
applicant as reflected in Table 8 from Exbibit 16

just quoted on Page 649 of the Agency fndings—
Agency file.

That table takes into account the utilization for
mltiple years; does it not?

Which table are you talking about?

The one we were just looking at, Table 8, that'son
649. .

Okay. You had deficits and surphuses calentiated
for '08, '09 and 2010, but that's for—based on the
listed facilities, it has to be Henderson and
Buncombe Counties combined. Our analysis looks af]
Buncombe County and then at Henderson County and
shows that, if you don't combine ther--now, in
Buncombe County, the average utilization is 2,130
procedures per room, well above the farget
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at the target, then this would be certainly--this

is the problemn. The pré%lchm is they're moving the
room to the Henderson County line. The snite
actuatly crosses into Henderson County. And our
analysis shows perhaps an oufpatient-only room is
needed, another one. There's already five in
Asheville. But perhaps another one is needed, but
perbaps it would be—the Henderson County line
isn't the place for it is what we're really trying

to say.

If there had been no question in your mind that the
entire endoscopy suite was in Buncombe County,
sounds like you're still saying you wounid have had
an issue?

Yes, ma'am. Ineed to stand corrected. You asked
me if we'd ever considered a condition. We never
drafted it, because other issues cropped up. But
at one point we talked about whether it would be
possible to condition—~again, this is before we
realized that there was the 15 percent inmigration
used in the pro formas—~we did talk about the
possibility of conditioning an approval that the
facility~the GI endo suite would have to be -
physicaily enfirely located in Buncombe County. Wej
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Q. Ifthey met the targets, then there would be the

A. 1f a provider wanted to develop a G endoscopy
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utilization. But-when you isclate Henderson

County, the average in Henderson County is only
1,362 in Fiscal Year 2010. The applicant’s

analysis combined Buncombe and Henderson together
to come up with the surpluses--well, they come up
with deficits in Table 8. So it's a different way

of looking at it. And when you break it apart, you
realize that perhaps the preferred location would -

be Buncornbe County and not on the Henderson County
line. But pechaps more cenfrally located to serve

all of Bumcorabe County.

Are you saying that the Federal Fiscal Year 2010
number of procedures per room for Henderson County
of 1,362 is underutilized?

Yesh, the target's 1,500, So what that shows us,
and that's what we say in the findings, is that
there's capacity in Henderson County for GI endo
rooMms.

ability to demonstrate a need for an additional
room, correct?

room, an additional one in Henderson County, they--

in addition to showing that there facility would be
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idn't draft such a condition, but we talked about
whether it was feasible to~to do that to correct
that one deficiency. Then we found other
deficiencies, and we realized no conditions were
going o be appropriate.

And when you say "endo suite,” you mean everything;
including closets and--

Yes.

~-storage and-- ?

Yes.

--bathrooms?

Yes. I'm sorry. The discussion about that just
jogged miy memory, and I realized, oh, we did
actually talk about whether we could do such a
condition. We didn't draft one, but we did talk
about whether we could.

Thank you for supplernenting your answer. Are we i
agreement that Mission is not adding an endoscopy
room to the inventory in Henderson County?

Let me find what we said about that. (Witness
reviews document.) We kind of went back and forth
on that one. That is one we did talk about. ‘T
trying to—there is something that I saw this
morning. I think the reason we were talling about
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-Henderson County, but it is certainly very, very
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it, but that we didn't necessarily agree with. I
think we say something like arguably or something
to that effect that--that it could be argued. I

were proposing to increase the inventory in

close to the line. 1 would like to find where -~

it might be in Criterion 4. (Witness continues to
review document.) Yes, Page 674 of the Agency
file. ¥'sin Critesion 4. It's the second full
paragraph on that page. Atthe end of it, we do

say the proposed project would arguably increase
the inventory of licensed GI endo—endoscopy rooms
in Henderson County. T don't think we were really
convinced of that, but we could see where one could
argue that.

But it sounds like you're saying, even if there
wasn't an argument to that effect, you still have a
concern about locating this project on the county
line?

Ido. Ido.

Just in a general sense, not with regard to this
Mission application, when you're reviewing a new GI

Martha Frisone~-VOLUME I
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‘it is that there's something in the comments about

Janvary 26, 2012 |

1 Asd so they provided information that showed that
2 there was sufficient need in Davie County for one
3 2dditional--one additional room. They only have
4 one now. And based on their current volumes and
5 they're projected volumes, that there was room for
6 both. :
7 Q. Woasthe new replacement hospital poing fo have on
8 or more than one epdoscopy room?
8 A Theyweren'i going to increase the number, but they};
10 were going to—we did grant them that replacing it,
11 modernizing it, thet they would be able to—
12 probably be able to keep a gastroenterologist there
13 long enough or enongh hours that they could
14 actually do enough volume.
15 Q. Without that replacement hospital application,
16 though, you couldn't have approved an additional
17 room in the county?
18 A, Icouldhave, because the applicantvpresanted their §
19 data~-it had a Jot to do with how the applicant
20 presented their data. In the Davie situation, they
21 were able to provide enough dara to show that there
22 wes enough potential volume for two rooms. ‘
23 Q. Here, Mission's application shows an analysis that
24 there's a need for additional rooms when you're i
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do you take into account utilization of existing
providers?

1 believe that we did so in the Davie County
Digestive Health Specialists proposal, which I
believe was reviewed by Ms. Miles and myself.

Was the ufilization of the existing providera .
basis for denying that application?

We didn't deny it. We approved it.

Was the existing provider's utilization below the
target 1,500 per room?

Since it's the existing Davie County Hospital and
they baven't built the replacement yet, yes. They
only have a gastroenterologist about two days &
week, half days at that, so. But, yes, we actually
looked-~if 'm recalling correctly, we actually
looked at the projected utilization for the
replacement facility, as opposed to looking at the

reached a different conclusion, but we did take it
into account, And it was also there were negative
comments filed by Baptist. They did notask fora’
public hearing. Tt remained expedited. And we had

the applicant respond to the negative comiments.

R e e e e
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1 looking at Buncombe and Henderson County together-
2 A. Butthat's when you combine them.

3 Q. --butyoudidn't take that—

4 A When you separate them, you see that Henderson

5 doesn't need it. So the issue here is; do you need

6 to move one of the Buncombe rooms closer to

7 Henderson. And the answer is, based on our review
8 of thié, no, you don't. There's no need to move it

9 closer to Henderson, It's still needed. It's not

10 that there's an over supply of GI endo rooms when
11 you--certainly if you look at them together. But

12 when you break them apart, the need is in Buncombe
13 County. And so you might have bad a different

14 . resultif the proposal had been to move one of them
15 out of the hospital to become outpa:dent only but .
16 " int a different location, So, here, a lot of it has

17 to do with moving it closer to Henderson County,

18 Q. Why do you confend you must separate the analysis;

19 you can't look at the Henderson County and Buncombe

20 County combined in the way that Mission presented
21 in its application?

22 A. Because when you separafe it, you realize that you
23 don't need to move another room--or one of the

24 rooms--closer to Henderson County. If there isa

e A et
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need when you combine them, you realize the need
has to be in Buncombe County. If's not in
Henderson County.

Q. Didyounet find credible the representauons in
the application that the patients expected to be
served would be closer to the location near the
conpfy Hae?

A.  Well, the ones from the nine zip codes, I don't
‘believe we had any question about that, The
problem is on the inmigration, becalise they don't
specify where they're--precisely where they're
coming from. I think that's really what our
analysis is saying is some of them don't live-if
you just--if you're going by the Mission GI
endoscopy current patient origin in Asheville, some’
of thesn don't live closer and aren't likely to
viiijze that facility.

MS. HARRIS: Off the record for a second.
(RECESS TAKEN FROM 1:01 P.M. UNTIL 1:43 .M,

Q. {(ByMs. Hamis) Ms. Frisone, continuing our
discassion of the Agency findings regarding Mission
GI South's application, we talked most of the -
morping about the Criterion 3 and the findings
there. And T'm going to turn now to some questions
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effective alternative has been proposed.” So our
conclusion was that they didn't demonstrate that
the proposal was the least costly or most effective
alternative.

You refer in the findings vnder Criterion 4 to the
location of the room; is that comect?

You mean the location in Buncombe County?

Yes. And-and I m Jooking—

Yeah.

~at your findings on Page 674 at the top.

Right.

So we're in agreement that one of the bases of your
determination of nonconformity with Criterion 4 15
the location of the project, cormect?

That's probably a fair summary of those two
paragraphs, yes.

You said in the middle paragraph that, "If the-
entire project were located in Buncombe, there
would be no change in inventory." And I belicve wi
touched on that earlier as well; is that right?

Right. And this was kind of—that paragraph there
is in response to the comments, which, if T'm
recalling correctly, seemed to say that they were--
that the application proposes an increase in the
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regarding Criterion 4.

A, Okay.

Q. And1believe some of it may flow into Criterion 5.
The findings that we'll be mostly concerned about
are on Page 674 and the next few pages.

A Okay.

Q. Part of the analysis under Criterion 4 refers back
to Criterion 3; isn't that correct? And
specifically the very last paragraph on Page 675?

A. Okay. Well, that's just~the sentence says, "The
applicant did ot adequately demonstrate that the

_most effective alternative has been proﬁosed to
meet the need which the applicant states exists.
See Criterion 3 for discussion regarding
demonstration of need." So it's just--bere, we're
saying they don't demonstrate it's the most
effective alternative. And you go to Criterion 3
for the discussion about demonstration of need.

Q. There's not any additional demonstration of need .
vnder Criterion 47

A. Criterion 4 deals with--what it says is "Where
alternative methods of meeting the needs for the
proposed project exist, the applicant shall
demonstrate that the least cosﬂy or the most
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inventory of GI endoscopy rooms in Henderson
County. And we're explaining that, well, it is
true, a portion of the suite does fall in Henderson
County, and we could—you could argue that it would
increase the inventory. Idon'tthink we take that
position, but one could argue that. And the reason
1 say we don't take that position is, if we had, we
would have had to have found Criterion 1--I'm
sorry--we--we would have mentioned it in 3.

If a portion of the proposed GI endoscopy suite
wasn't located in Henderson County, then the
location wouldn't have necessarily been an issue ;
under Criterion 47 1 understand that it would have [2
other places, but under— -

Yes. No, it would still have been an issue under-- %
in other words, that's part of what's wrong in--or §
part of our conclusion with respect to Criterion 3 %
is you don't need--you haven't demonsirated tous |2
that you need to move it closer to Henderson %
County. So it's not that it averlaps into :
Henderson County that's the reason why the locaﬁoné
is an issue in 4, it's moving it to that portion of
Buncombe County. They haven't demonstrated the
need to do that, and ﬂms it's not an effectlve
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alternative--the most effective alternativs to
propose to muve it to that part of the county.

Q. One of the areas which Ms. Miles testified that she
consulted with you related to the ownership and
whether the developer should have been an
applicant. Do you recall discussing that issue

© with Ms. Miles?

A, Yes,Ido.

Q. And are the findings related to that issue at the
bottom of Page 6747

A. This is one of the places where that shows up, yes.

‘ Q. What was the concern that you had with regard to
the ownership of the building and the developer?

A. Ithink we have to really starf with Criterion 5
for that, or possibly 12. I'mnotsure. Ithink
it's good to start with 12, becanse 12 contains the
quote from Exhibit 29. If I'm recalling correctly,
there's a tepresentation in the application—in the
beginning of the-application—and this is on Page 3
of the application; it's in Section L

Q. Theresponse to Question 107

A.  That's part of it, yeah. The representation here
is that Mission Hospital will be leasing space for
Mission GI South in a medical office building o be
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$340,155, for a fotal anticipated cost of $617,655.
To the best of my knowledge, and to the best of--
certainly based on what Gebretie told me, there is
no explanation anywhere in the application--because
I seem to recall she and I Jooking—that explains
what that means. So what we're saying is, thete
isn't enough information regarding this 50/40
ownership adjustment between the developer and
Mission. And becaunse we don't know exactly what
cost the developer is incurring, the applicant

hasn't met its burden fo demonstrate that the
developer shouldn't have been identified as a co-
applicant. Becatse they provided us with
information we don't understand, and this is the-
only explanation we could find.

Under what scenario would the developer need to
an applicant if it's not providing the-endoscopy
service?

T the developer is incurring any of the cost that
would turn that space into space that can be
licensed as part of the hospital for the
performance of outpatient GI endoscopy services,
then the developer has to be a co-applicant. We
are not saying that the developer will be. What
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developed at the proposed Jocation. Okay. Nothing
wrong with that. But then, when Gebretfe gets to
Exhibit 29 and she's looking for confirmation that
the construction costs that are reported in Section
VII, that thess's documentation to support that
they're reasonable—and one way thaf's done is with
certified cost estimates. It's not a requirement,

~ butit is one of the typical ways it's done~and
she's looking at this letter, and there's this
analysis, if you will, where we start with $370,000
of upfit costs at $100 a square foot. Then we
subtract $52,500--or the architect subtracts it, we
didn't. Then the architect subtracts $92,500 to
come up with an interior upfit subtotal of
$277,500. Okay. Not sure what that means cither,
what they mean by "less landlord tenant improvcrhem
allowance.” But now we get to anticipated prorata
share of site, shell, and core, and OB costs, 4.28
percent. Don't know what the basis for that is
either, but that's reported to be $850,387. Then
we get to “less 60 percent ownership adjustment-
Mission 40 percent MOB .ownership.” And from the
$850,387, they subtracted the $510,232 to come up

with this assocxaied buﬂdmg cost subtotal of ~
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§
we're saying is, based on what was submitted 0 us, %
there was insufficient information to docwment that |3
the developer won't be. Very important distinction §
here. It's what's missing. The 60/40 split may be %
perfectly okay, except I don't know what it means, 8
I don't understand it. And there isn't anything %
else to explain it., And T don't know what cost is H
the developer incurring, what cost is Mission 2
incurring, and it seems fo fly in the face of the %
staternent that Mission will be leasing the space. %
Al least our understanding of the statement on Page 2
3 was that Mission would be leasing it. Now, all %
of a sudden, there seems to be some owner. So we %
dor't know how that capital cost that was said to §
be the cost of a new institutional health service, H
how was that derived? We don't know. We can't
tell. '
Normally, a developer building a medical office
building would bear the entire cost of the site

Well, I don't know. What costs somebody incurs
would depend on the agreement and the understanding
between the parties. So the burden is on the -
apphcant to tell us who is bearing what cost, and
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then we decide, okay, the developer is not
incurring any of the cost, what he's doing is
something any developer could do, to build a
building that would be occupied by insurance
compapies or lawyers.
Q. Did you review the exemption notice letter that the
developer submitted to the CON Section during the
review? '
No, Tdid not.
Did you look for that?
No, I wasn't aware of it.
Did you mnderstand from the application that 2
letter would be submitted?
A. Ifit said so in the application, and I-I don't
lmow whether ] was-aware of it during the review or
not. Apparently not.
Q. We marked the Jetter as Exhibit 4 in Ms. Miles'
deposition. Ibelieve you have a copy of it in
front of you.
A, Yes.
Q. Did you get a chance to look at it before your
deposition?
A.  Yesh. Here, today. [did notlook at it until
today. Tt was already laying here, so Ilooked at
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A. No. No, i did not.
Q. Okay. Do you agree that the lester that we now see

., The response to Question 2(b) reads that, "Mission
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in Deposition Exhibit 4 is a letter determining

that the medical office building on Highway 25 in -
both Buncombe and Henderson Counties is the offic
building in which te Mission GI project will be
Tocated?

1 don't know that for certain. T didn’t read the
Jetter attached to it. I'm assuming that it is the
same building, if that's what you're asking.

Okay. Look with me, if you will, to the Mission GI
South application on Page 110, which is in Section
1 .

Okay.

.
£
H
:
2
|
i
:
:
S
é
H
3
!
%
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G South will occupy leased space within a medical
office building developed by a third-party
deveioper. The MOB developer will file with the
CON Section a request for an exemption from revie
to develop a medical office building." Didyou
review that answer during the review?

I don't recall, but probably, if we were looking
for an explanation. But all it says is "will
file"; it docsn't say they did file. And—
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Q. That was my next gquestion, You did not look at the

exempt from review request letter dated May 13,
2011 or response dated May 24, 2011 during the
review?

A. No, I did not.

Q. Did you ask Ms. Miles to determine if a letfer was
submitied regarding the exempt medical office

_building?

A. Idon't recall if T even knew that one had been
submitted. So if I didn't know one was submitted,
1 would have had no reason to even ask Ms. Miles
about it.

Q. Would you not cipect an exemption notice to be
provided for the medical office building involved
here?

A.  Well, if it's to be exempt, it does have to be
provided by the developer in writing in order to be
exempt. But people don't always submit those with
the application or prior to an application.
Sometimes they do; sometimes they don't.

Q. And what I'm trying to determine is whether you
made any effort to determine if a letter had been

submztted here to—to venfy or--

Martha Frisone--VOLUME I

Q. Section X is—or XJ, excuse me—that T just read is

- that Mission GI South would occupy leased space—

A. Mission was required to--1 cannot agree with that.
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consistent with what you read in Section I earlier,
correct?
Well, I would read the two of them fogether to m
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that Mission would be leasing space.

Based on the information in the application and
Exhibit 4 that we just reviewed, Mission was only
required to include in its application thé—upﬁt
costs for the space it was using, correct?

Mission was required to include all costs which
would make that space licensable as part of the
hospital for the provision of GI endoscopy
services, Whether that's upfit costs or not, I
can't say without roore information. Because it
appears from representations in the application
that Mission will own the building, so that might
be more than upfit costs. [ don't know what that
means when if tatks about a 60/40 ownersh{p
“adjustment. [ don't know what that means. That's
the problen. The application fails to explain what
that means, and it appears to contradict the
s'ratcment thax MlSSlOn would be rcntmg the sPaoe
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that you se¢ in the response to comments

1 It sounds ITlcs Mission is going to own it af Jeast 1 A. Okay. If's not worded the way I would have done
2 inpart. And that the cepifal cost was somehow 2 it.
3 prorated based en this, and we don't know why or 3 Q. TheMay 24 letter is not worded the way you—
4 for what reason. This is—it isn't that the 4 A, Cotrect. If the proposed building is going fo be
5 arrangement necessarily is wrong; it's just not 5 built by Western North Carolina Healtheare
6 " adequately explained. 6 Innovators LLC, then that's what should have
7 Q. There was information in the response to comments 7. appeared in the Re: line on the lefier.
8 that related to this particular issue. Did you 8 Q. Butthatlooks like it was Mr. Brown's or Mr.
9 review—review that? And if you want to look back 2 Smith's error?
10 at it now, it would be in—-around Page 535, 536 of 10  A. Kwastheir choice. Twon'teven call tan
11 the Agency file. 11 error, how about that, since Mr. Smith is the
12 A. Yeaho Butthis doesn't—to answer your question, 12 Chief? it's just not how I would have done it.
13 yes, we did look af this. And as far as we're 13 Q. Soyouwould not agree with the statement that the '
14 concerned, this didn't explain the problem at all. 14 developer only needs to be an applicant if the
15 Q. Whynot? 15 developer is going to Te.offering the service? 3
16 A. Well, if the developer owns 60 pcrcent of the 16 A. No,the developer might have to be an applicant if {3
17 medical office building, then someone else owns 40 | 17 the-developer is going to incur some of the capital
18 percent of it. And this dogs not tell us who is 18 cost. It's riot about who--it's ot imited to who
19 inenrring the obligation to—to make that space 19 offers the service.
20 licensable as a Gl endoscopy suite as part of a 20 Q. Ifthe medical office building itself is exempted
21 hospital to do—it does not answer the question 21 from certificate of need review, then the developer
22 that we had. 22 would not need to be an applicant?
23 Q. Soyou did not take from the information in the 23 A. Thebuilding is exempt to the extent that it
24 application and the response to comments that 24 doesn't include new institutiona! health services.
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1 Mission included some of the building costs to be 11 And T goess 1 will go abead and say this: Knowing
2 conservative, even though that wa$ not necessary 2 what I know now, I question whether the exerption
3 because of its plan to lease the space for the Gl 3 fromn review letter, which is based solely on this
4 endoscopy center--or suite, excuse me? 4 letter attached to it, whether we should have
5 A, I-1don't know what you're talking about. I'mean} 5 granted an exemption.
6 1 know what it says here, and we did Jook at this, 6 Q. Ifinfact, all the developer is doing is building
7 and this does not explain anything. Well, other 7 the building, as represented, then the letter was
8 than the 4,28 percent that I mentioned easlier and 8 correctly granted?
9 forgotten, that is explained, which is why you 9 A, Aslongashe's not building the building and
10 don't see anything in the findings about it. Butl | 10 putting in the things that would make it a new
11 do not understand this $510,232 adjustment. 11 institutional health service. I'm not saying he
12 Because it reduces the capital cost; it doesn't 12 is; T'm saying that's what we would have o
13 increase it. SoTdon't understand the basis for 13 determine. That it's just a building, and that the
14 that at all. 14 cost to turn the space into a new institutional
15 Q. Ifyoulook at the top of Page 536, it references 15 health service will be incurred by someone else.
16 the name of the LLC that ultimately submitted the | 186 If he's--he or she-~it--it's really an it—is going
17 exemption request, correct? 17 to incur any of that cost, then the potential
18 A, Ves. Well, actually, no, The exemption request 18 exists that that entity needs to be an applicant,
19 calls it the Keith Corporation. 19 And what we're saying is, that the application, as
20 Q. Ifyoulook at the letter to the CON Section, it 20 submitted, contains insufficient information to
21 references that Western North Carolina Healthcare | 21 assure ourselves that the developer is not
22 Investors—Innovators, excuse me~LLC proposes toj 22 incurring cost that would result in the offering of
23 construct the building, and that's the same name 23 a new institutional health service.

Q. The converse of that is, if the—-stsmn is the
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1 only entity incurring the expenditures related to 1 stated there, correct, under the table?
2 the health service, then Mission is the only eafity 2 A, Yes, the first paragraph under the table on Page
3 that needs to be an applicant? 3 675.
4 A Ifthe application satisfies us that Mission, 4 Q. Andthen you go—the—the next paragraph relates tofs
5 identified as the onty applicant, is the only 5 the finding about start-up expenses?
6 , entity incurring an obligation for a new & A Comect
7 institutional health service, then they're the only 7 Q. Andthe~-there's a conclusion that it's not
8 entity that has to be identified. 8 reasonable fo assume there will not be start-up
9 Q. Where do you look when evaluating that question in} 9 expenses associated with the development of a new
10 the CON law, or rules, or case law for guidance on 10 campus?
11 what to inchxde as a cost of the applicant versus 13 A Cormrect
12 the developer? 12 Q. And uilities and insurance are given there as
13 A Well, in terms of what costs are incurred, I would 13 examples. Utilities and insurance are not -
14 now look to the Mission Asheville Hematology final | 14 typically considered starf-up expenses, are they? |
15 Agency decision and the Court of Appeals decision. | 15 A, Well, they are by the CON Section, I you build a
16 As for the authority that--or the proposition that 16 " building, before you can get it licensed, before
17 anyone incurring an obligation—178A saysno person| 17 you can treat patient number one, you have to have
18 shall offer or develop 2 new institutional health i8 electricity and water; and you have to pay for
19 service without first obtaining a certificate of 19 that. So I don't know who may have told you that
20 need from the Department. And the definition of 20 the CON--certainly, the Assistant Chief considers
21 new institutional health service in 176.16 says, 21 itto-be one of the start-up expenses.
22 new institutional health services means any of the 22 Q. Okay. You dida't consider it to be a requirement
23 following, includhg things such as the obligation 23 in the review of the new replacement facility in :
24 by any person of a capital expenditure exceeding $2 24 * Macon County?
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1 million to develop or expand a health service or a 1 A. Andthatmay have been an error on our part. I
2  health service facility or which relates to the 2 don't know. I-remember, I told you I don't know
3 provision of a health sezvice. And it goes on and 3 what the application said.
4 on, So what we'ré looking at is, who is incurring -4 Q. And utlities and insurance are not among the
3 an obligation that meets one of these many 5 examples given on the CON application form for thatiy’
6 definitions of new instifutional health service. 6 - section, though, correct? ’ |
7 And I read the $2 million one—1 don't think this 7 A. That's correct. But that list in the CON
8 project is $2 million, but then there's the 8 application form is just an example of the types of
9 relocation of a GI endo room. 9 things, theexpenses that would be incurred before
10 Q. Wetalked about that carlier. 10 you can begin offering services. It's nof meant to
11 A. Right. Sowe're looking to see--what we wantisto| 11 . be exhaustive.
12 know that—who is incurring that obligation. And 12 Q. Other than the application we're looking at today,
13 in this case, what the problem is is a statement 13 the Mission GI South, has the CON Section ever
14 that is not explained, some--which results in an 14 found an applicant nonconforming with Criterion 5
15 adjustment, which we don't understand, does not 15 for failure to include start-up expenses for
16 explain, and we don't have sufficient documentation | 16 relocation?
17 - in the application to show that the developer won't 17 A, Well, I don't know about a relocation, but I--I
18 be incurring an obligation for a new institutional 18 believe I have found people nonconforming--well, I E
19 health service. 19 don't kmow if I've found them nonconforming. It
- 20 Q. Ms Frisone, there is another discussion under 20 has been an issue before. T just can't recall
21 Criterion 5 that's somewhat related that I want to 21 which review.
22 take you to now. If--if you'd look at the findings 22 Q. Hasitbeen anissue in reviews involving
23 under Criterfon 5, the issue that we just discussed 23 relocating existing services or just new services'?

A. No, I‘m thmkmg of relocatlons I beheve ithas
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A. Under these c1rcumstances, if's not bchcvable fo

1 been an issue. 1 me. [ mean, yes, it's an existing service in
2 @ Canyou give me an example? 2 Asheville, but that building doesn't exist. So
> A. No, Ican't recall anything specific. 3 before they can--and it's going to be licensed as
4 Q. Therewould notbe start-up expenses, such as 4 part of the hospital. So 1o have the Construction
5 training of staff for relocation, cormrect? 5 Section come in and look at it, it's going to have
6 A. Therecould be. 6 to have power and water. And to have power and |
7 Q. Ifthe staff is looking to moving from one place to 7 water, it's got to be hooked up to those utilities,
8 another doing the same job, why wounld theyneed to}- 8 which means the deposits have to be. na;d and
9 be retrained? 9 you're incurring costs. i
10 A, Yonrmight have new staff you might have totrain. | 10 Q. Would you look with me at Section IX ofthe B
11 1 mezn, J~we did not suggest that was one of the i1 application, the start-up and initial expenses H
12 things omitted, but what I won't agree to is that 12 section that's on Page 106 of the application? %
13 it might never be. It could, under the right 13 A, Okay. §
14 circumstances, . 14 Q. Andthe Question la asking for Start-up expensesfs £
15 Q. Wetalked aboutthisa ittle bit earfier, but 15 has in parenthesis underneath, "Expenses incurred [z i
16 there's not a definition anywhere of start-up 16 prior to operation, such as staff training, H
17 expenises, right, other than what you include as 17 inventory, cf cetera™? %
18 examples in the application form? 18 A, Yes §
19 A. Notinthe CCN law or rules, there's no definition. 1% Q. IfMission was bringing inventory supplies over
20 Q. Isthere an Agency decision holding that utilities 20 from the main hospital to be available on the first :
21 or insurance constitute start-up expenses? 21 day of operation, you would not expect there to be
22 A, Whatdoyoumean by an Ageﬁcy decision? 22 any inveniory expense as a start-up cost, comrect? §
23 Q. A decision or findings or— 23 A, Those ate examples. - That's why we have "et g
248 A I- 24 cetera.” In this case, the problem is how are—
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1 Q. --declaratory ruling or— 1 where's the money going to come from to pay for the
2 A, Idon'tknow. Imean, Lhave looked at start-up 2 electricity and the water that has to be present in
3 costs before. I'm pretty sure anytime it was a new 3 the building before it can be ever be passed ¢ff by
4 building that I've looked to see what was 4 Licensure. That is not a definition. Itis not
5 projected. Beocause if you're going to start 2 5 meant to be an exhaustive list. It's an example of
6 building up from scratch and—I don't--that's why I -6 the sorts of things one should be thinking about
7 said I don't think jt was nonconforming. I think 7 when you're creating a new location,
8 someone alleged in litigation that these start-up 8 Q. Howis it that an applicant is supposed ‘ta know
9 expenses for a replacement facility were not 9 what you'll count as start-up expenses?
10 sufficient, as in a nursing home. But we did look 10 A, TH'sup tothem to present their information.
11 at start-up expenses. We did expect to see start- 11 We've given them examples. Other people have kmown
12 up eXpenses. 12 exactly what we're talking about. If they don't, :
13 Q. Inthenursing home case or here? 13 they can always ask us before they submit the
14 A, Inthenursing home case. It was the New Hanover| 14 applicaﬁoh if they're not sure.
15 Bowden Nursing Home. If I'm recalling correctly, 15 Q. Whenyou do pre-application conferenoes, doyou -
16 there were issues raised about start-up expenses. 16 take notes?
17 Q. Butyoudidn't make a determination of 17 A. No,Idonot,
18 nonconformity? .18 Q. Never?
19 A, Well, they do project some, and we found that it 19 A. Never
20 was sufficient, 20 Q. Does Mr. Smith take notes in pre-application
21 Q. Butareyou saying categorically that 21 conferences?
22 representations like Mission made that it wouldn't 22 A. Thavenoidea.
23 have any is not believable? 23 You've not seen him do so?

LI hav 't actually given it any thought or pald any
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1 attention.
2 Q. Why don't you keep nofes in those meetings in case
3 you need therm for the review?
4 A, Idontneed them for the review, becanse anything
5 they said in the pre-app--it's what's in the
6 application, not what they said in the pre-app.
7 And that cuts both ways. I don't use it against
8 them cither when they change something in the
8 application. A lot of times, at the pre-apyp stage,
10 they don't really know for sure all the details of
11 what the project will look like.
12 Q. Soifan applicant reflects inthe application that
13 it's doing what it understood it shouid be doing
14 from the pre-app, then you just take thern 2t face
15 value?
18 A Wellit dcpénds on whether their understanding is
17 correct, because I've seen people attribute
18 statements to me in their applications that T know
19 are not correct. It's not what I said.
20 Q. Thediscussionwe had eartier with regard o the
21 Exhibit 29 costs, you referenced Section—Criterion
22 12;isthat right?
23 A Yes

24 Q. The Agency's finding of nonconformity with

HMartha Frisone—-VOLUME I _ January 26, 2012
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1 obligation for a new institutional health service,

2 because there's totally insafficient information to

3 determine otherwise.

4 Q. Ifyou'll turn with me now to Page 687 of the

5 findings, Ms. Frisone, the last finding of

6 nonconformity relates to Criterion 18a, is that

7 correct?

8 A. Correct.

9 Q. The determination of nonconformity with Criterion '
10 18a is based on the findings under Criteria 3, 4,
11 5, and 6, correct?
12 A, That'snot how I would characterize that. Based onj:
13 the finding that the proposal was—that the
14 applicant did not adequately demonstrate the
15 proposal was cost effective, and if you wili—to
16 . learn more about why we believe that, then you hav
17 to.go.and look at all of what was said in Criteria
18 3, 4,5, and 6. But the finding of nonconformiw
19 with respect to Criteria 3, 4, 5, and 6 is pot the
20 basts for finding it nonconforming with 18a. We
21 find it nonconforming with 18a because we don't
22 believe the applicant adequately demonstrated the

23 proposal was cost effective.
24 Q. Youdidn't give any reasons other than to say "See
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1 Criterion 12 is based solely on this question you
2 had about whether the developer should be an owner
3 and whether &l costs are included that needed to
4 be included?
5  A. I'wouldn't characterize it—yes, this is the issue.
6 But the issue is, what is this 60/40 percent
7 ownership adjustment. We don't know what it is.
8 We don't have enough information about it. And we
9 lack the information in the application that would
10 assure us that the developer is not incurring any
11 costs which are a new institutional health service.
12 Q. And-and that's notmy question really. My
13 gquestion s, there's only one basis for your
14 finding of nonconformity under Criterion 127
15 A, You phrased it differently. There's—that—what
16 I've just summarized is the basis. 1don't know if
17 ~ youwantto call that one or two. I mean, I don't
18 want to quibble about it, but this is--what it says
19 here in 12, this is the basis. If you want to call
20 that one issue, okay, one issue with two subparts,
21 two issues. But, essentially, it boils down to the
22 costs were adjusted with this 40/60 percent split,
23 don't know what it means, and it raises questions

about whether the developer is incurting an

[

At
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1 Criteria 3, 4, 5, and 6" though?
2 A. Well, we could have repeated all of what's in 3, 4,
3 5, and 6 here, but those same reasons are the
-4 reasons we believe the applicant didn't adequately

5 demonstrate that it's cost effective.
6 Q. Thereare no new or different reasons given for the |
7 finding of nonconformity under Criterion 18a than
8 provided elsewhere in the findings?
9 MR. JOHNSON: Object to form.

10 A, Ihaveto disagree with you, because I don't

i1 believe that we ever say in any of those other

12 criferia that the applicant didn't adequately

13 demonstrate that it's a cost effective alternative.

14 We actually say in 4 that it's not their most

15 effective alternative. We don't actually say

16 anything about cost. But the reasons given in

17 those criteria are the same reasons why we're

18 concluding that they don't adequately demonstrate

19 that it would be cost effective.

20 Q. Solthink I don't understand why you're

21 disagreeing with me, T guess. Based on what you

22 said, we're in agreement that the reasons that you

23 gave under Criteria 3, 4, 5, and 6 are the same

24

reasons that you determined nonconformity under

T B T A =4 N e S e P
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1 Criterion 1862

2 A, I'wouldn't express it that way. I would--the way 1

3 express it is we've made a—we're looking in 18a

4 for the impact on competition in terms of cost

5 effectiveness, goality, and access. We don't have

6 any issues, that I can recall, with respect to

7 quality or access. But we don't believe the

8 project would have a favorable impact on cost

9 effectiveness. And we say it sort of in an
10 alternate way, that we don't--didn't adequately
11 demonstrate the proposal is cost effective. If you
12 want to know more dbout why we feel that way, why
13 ‘We concluded that, justiook at what we said in
14 Criteria 3, 4, 5, and 6. And arguably, we conld
15 have inchoded 12.
16 Q. Your finding under Criterion 18a does not refer fo
17 corr-petition at all, correct? |
18 A, Cur finding doesn't use the word "competition,” but
19 we're respondmg to what Criterion 18a requires an
20 applicant to do. So even though we don't use the
21 word, that's where we're.coming from.

22 Q. Socosteffectiveness and competition mean the sameg 22
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1 developer builds a medical office bullding, and for §
2 example, puts in an extra large air handler because i
3 the developer knows there will be a healthcare i
4 provider there, is that a cost that is a cost of g
5 the developer or the cost of the provider of the i
[ service? %
7 A, That'snotthe issue as fo whether itf's acostof |
8 the developer or a cost of the provider of the %
9 service. 1t's a question of-and I would have to %
10 Jook at the Mission Asheville Hematology final {8
il Agency decision before I would make any g
12 determination on it as to whether that~but—but
13 for the new institutional health service, would you :
14 need that air handler, then some of that cost might
15 be attributed to the—Y don't know. Idon'trecall. §
16 the specifics of the Mission Asheville Hematolo, ogy &
17 final Agency decision well enough at this point. I
i8 would never try to make that decision without
18 actuaily looking at that—at the~-those two
20 documents.

21 Q. T'm notiryingto pin you down on the air handler
versus something else. 1 was just frying fo give a
23 concrete example. But in that instance, the--the

24 health service provider would not be paying for thels
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1 enhanced competition will have a positive impact. 1 extra air handler directly.
2 upon the cost effectiveness, quality, and acoess to 2 A. Andthat's--that's—
3 the services, so that's how we evaluate that 3 Q. Isthat part of your analysis?
4 " possible enhanced competition, in terms of cost 4 . A. Butthat's--I guess that's part of the problem with|g
5 effectiveness, quality, and access. 5 the approach you are taking, It's not about who
6 Q. Are there any additional reasons that the CON 6 the Jegal entity is who incurs the cost. If's not
7 Section has for disapproving Mission's application 7 if you're a developer, you're never incurring an
8 that are not included in the Agency findings? 8 obligation for a new institutional health service,
9 A, No, every reason we have has been provided in the 9 but if you're a provider, you always are. It's
10 findings. 10 about whether the cost should be allocated to or—
11 _ MS. HARRIS: I think Fm getting close to the 11 or counted as part of that new institutional health
12 end of my questions. Tl take a short break here 12 service. That's the issue for us, is what costs
13 and— 13 need to be counted and what costs don't. Then we
14 THE WIINESS: Okay. 14 worry about who's incurring what. So ! always
15 MS. HARRIS: —make sure I can wrap it up 15 start with, what are the costs and whether they
16 efficiently. 16 should be considered necessary or essential and
17 THE WITNESS: Sure. 17 thus they become part of the new institutional
18 (RBCESS TAKEN FROM 2:29 PM. UNTIL 2:56 PM)] 18 health service, because you wouldn't incur that
19  Q (ByMs. Harris) Ms. Frisone, following up on some 19 cost but for the new institutional health service.
20 of the questions and answers we've had regarding 20 Then I look at who is incurring it, not the other
21 different costs to be incurred by the applicant as 21 way around.
22 compared to a developer, I'm going to give youa 22 Q. Doyoualsolook at whether it's paid through an
23 couple of examples and just ask if I'm operating lease?
24 understandmg your twtxmony correctly When a A. Some apphcants wﬁl te]l us in their apphcatton
5 % 7 e T e A T =5 £
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cleardy, concisely, and not with inconsistencies,
that the developer will actually pay the
subcontrastors for the work, but that extra cost
will be passed on to them in the lease payment.
And ] think we have found that to be an acceptable
sxplanation, that in reality, yes, the developer is

) going 16 pay the bills because it's perhaps more
effective for them to do it that way because
they're the ones that have the contractual
obligation between them and the subcontractor and
not the evertual tenant. But the problem with the
Mission GI South application is we don't have that
level of detail fo explain, I cannot stress enough
I am not $aying that the developer is developing a
new instimtional hesiih service and should be an
applicant. I'm saying we don't have enough
information to determine that the developer is not.
it's a Jack of information thet assures us that the
developer’s costs are just what you'd expect anyone
_developing a building that you're going to lease
space in o incur~footings, foundation, réof, and
so forth, and you will need HVAC. But we dont
know enough about who is incurring what or—or even
what the costs are to figure out if ali of the

Martha Frisone~-VOLUME I

application as submitied.

Q. If the--changing gears, if the Constroction Section
has--has said, or in the futore says, it would
approve plans where a bathroom or a closet for the
endoscopy suite is across the county line, would
you yield to--or defer to the Construction Section?

A. 11 don't believe that the Construction Section is
even the appropriate section fo make 2 decision
about whether some portion of the space is across
county lines. That's for Azzie Conley to decide,
not for the Construction Section to decide.

Q. Well, if the Licensure Section and the Construction |

Section both said it was okay, would you yield to
that and--and—
~ MR. JOHNSON: Object to form.

Q. --approve--I mean, approve the application,
assuming all other issues were addressed?

A If-if Azzie Conley were to say that that's okay,
then, ves, I would defer--not yield, I guess that's
probably why my counsel is objecting, that word--1
certainly would defer to Ms. Conley, because it's
not my rule to enforee; it's Ms. Conley's rule,

Q. Would you consider the Construction Section's inpu

rrelevant?
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costs that amount to that new institutional health
service have been included.

Q. Have you assessed whether an upfit allowance that's
reflected in a lease from a—an office developer to
a medical service provider is considered an
operafing cost or a cost that should be
attributable to the provider's capital costs?

A. Weevaluate each one based on all the information
provided to us, so itkind of depends on what they
say about it and how they describe it

Q. So sitting here today, yéu don’t have a position
one way or the other about whether an upfit
allowance should be considered an operating cost-or
a capital cost?

A. Idontlkmow. [t depends. Imeen, I don't kmow—I
have not—again, I come back to what's in the
Mission GI South apélication is not sufficient for
me to know who's incurring what costs and whether
the developer is incurring—and whether--what it's
done is it's cast doubt on that 'capibal cost is
that all of the costs necessary to make that space
fimetion as space licensable as a hospital for the
performancc of Gl endoscopy services. I can't

ha Frisone-—VOLUME I

tell. There is msuﬂf'lc:ent mformanon in that
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A, On that particular issue, yes. They may be
reviewing from the point of view of the bathroom
can be across the ball, but it's not their rule to
interpret or imply either. s not a 1ife safety
issue. It's a licensure rule with respect to
hospitals. - It requires their services that are
under their license to be in the same county.
Q. Did yon check with Azzie Conley or anybody at the
Licensure Section about the particular question you
had about part of the space being over the county
line?
No.
Do you know if Ms, Miles did?
No, 1 don't know whether she did or not,
Did you ask her to?
AI don't recall asking her to.
MS. HARRIS: I believe those are all of my
questions, Thank you for your time, Do you have

o0 P> e P

any questions?
MR JOHNSON: No,

January 26, 2012 |3
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“EXHIBIT

Transcript of the Testimony of Craig Smith

Date: February 23, 2012
Volume: I

Case: Mission Hospital, Inc. v. NCDHHS, et ai.

Printed On: April 30, 2012

Carolina Reporting Service |

Phone: 919-661-2727 |

~ Fax: 866-867-6522 |

Email: pbarbee@carolinareportingservice.com




STATE OF NORTH CAROLINA

COUNTY OF BUNCOMBE
MISSION HOSPITAL, INC.,

Petitioners,
v.

N.C. DEPARTMENT OF HEALTH AND
HUMAN SERVICES, DIVISION OF
HEALTH SERVICE REGULATION,
CERTIFICATE OF NEED SECTION,

Respondent,
and

HENDERSON COUNTY HOSPITAL
CORPORATION d/b/a MARGARET R.
PARDEE MEMORIAL HOSPITAL;
FLETCHER HOSPITAL, INC. d/b/a
PARK RIDGE HEALTH; and CAROLINA
MOUNTATIN GASTROENTEROLOGY
ENDOSCOPY CENTER, LLC,

Respondent-Intervenors.

e e e s e

— e e e e e e

IN THE OFFICE OF
ADMINISTRATIVE HEARINGS

11 DHR 11636

DEPOSITION

OF

CRAIG R. SMITH

THURSDAY, FEBRUARY 23, 2012

10:02 A.M.

AT THE OFFICES OF
SMITH MOORE LEATHERWOOD LLP
434 FAYETTEVILLE STREET

TWO HANNOVER SQUARE,

SUITE 2800

RALEIGH, NORTH CAROLINA
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February 23,

MR. SMITH--VOLUME I
APPEARANCES

ON BEHALF OF THE PETITIONER:

TERRILL JOHNSON HARRIS, ESQ.

SMITH MOORE LEATHERWOOD LLP

300 N. GREENE STREET, SUITE 1400
GREENSBORO, NORTH CAROLINA 27401

ON BEHALF OF THE RESPONDENT:

JOEL L. JOHNSON, ESQ.
ASSISTANT ATTORNEY GENERAL
NORTH CAROLINA DEPARTMENT OF JUSTICE
114 W. EDENTON STREET
¢ RALEIGH, NORTH CAROLINA 27603

ON BEHALF OF THE RESPONDENT-INTERVENORS:
CANDACE S. FRIEL, ESQ.
NELSON MULLINS RILEY & SCARBOROUGH L
380 KNOLLWOOD STREET, SUITE 530
WINSTON-SALEM, NORTH CAROLINA 27103

ALSO PRESENT:

BRIAN MOORE
KRISTY SINK (VIA TELEPHONE)

Carolina Reporting Service (919)661-2727

Craig

P

Smith--VOLUME I February 23, 2012 |

MR. SMITH--VOLUME [
STIPULATIONS

PRIOR TO THE EXAMINATION OF THE WITNESS, COUNSEL
FOR THE PARTIES STIPULATED AND AGREED AS FOLLOWS:
1. Said deposition shall be taken for the purpose

of discovery or for use as evidence in the above-elitled

action or for both purposes, ‘as permitted according to

law;

2. Any objections of any party hereto as to
notice of the taking of said deposition or as to the time
and place thereof or as to the competency of the person
before whorn the same shall be taken are hereby waived;
3. Objections to the questions and motions to
strike answers need not be made during the taking of this
deposition, but may be made for the first time during the
progress of the trial of this case or any pre-trial
hearing held beforé the judge for the purpose of ruling
thereon or at any other hearing of said case at which said
deposition might be used, except an objection as to the
form of a question must be made at the time such question
is asked or objection is waived as to the form of the
question;

s

4. That all formalities and requirements of the
statute with respect to any formalities not herein
expressly waived are hereby waived, especially including
the right to move for the rejection of this deposition
before trial for any irregularities in the taking of the
same, either in whole or in part or for any other cause;

5. That the undersigned notary-reporter shali
personally deliver or mail by first-class mail the
transcript of this deposition to the party taking the
deposition or his attorney, who shall preserve it as the
court's copy; and

S R R e e
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responsibilities and--and how you divided duties

6. That the witness reserves the right to read %
and sign the transcript of this deposition prior to i
filing. |

Carolina Reporting Service (919)661-2727 i;
Siith--VOLUME I February 23, 2012 ?
5|

PROCEEDINGS %

(WHEREUPON, CRAIG R. SMITH WAS CALLED AS A WITNESS,
DULY SWORN, AND TESTIFIED AS FOLLOWS:) %
DIRECT EXAMINATION BY MS. HARRIS: -
Q. Good moming, Mr. Smith. \;\;e've met before. I'm %

here today to ask you questions related to the %

application we've been calling, as a shorthand, the .

Mission GI or Mission endoscopy application. Will %

you state your name and business address for the %

record, please? i
A. Craig Richard Smith. And my business address is é

.

2704 Mail Service Center, Raleigh, North Carolina .

27699-2704. ] %
Q. What is your current position? %
A. I'm the Chief of the Certificate of Need Section. %
Q. How long have you been the Chief of the Section? é
A. A little over two years. %
Q. And you've been employed with the CON Section for 3:

much longer than that? %
A. Yes. I'was Assistant Chief from 1994 to 2009 and a :i

project analyst from '88 to 1994. %
Q. Could you just briefly tell me your current job %
i

with the Assistant Chief, Ms, Frisone?
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A.

A.

February 23, 2012

6

I'm responsible for the overall management of the
certificate of need program in the State of North
Carolina. And duties involve working with other
sections of the Division with--when the questions
come up that have mutual concern, working with the-

in particular, working with the Medical Planning
branch in the implementation of the current State
Medical Facilities Plan and the development of the
next State Medical Facilities Plan. We have two
team leader positions which are now vacant. Team
leaders were envisioned to review most of the--or at
least a significant portion of the decision
findings. We no longer have that option, so we're
back to the mode that we did for most of my tenure
in the Section, where the Chief and the Assistant
Chief divide up the reviews, and it's based on
kwowledge and availability. It's also based on
other factors involving the workload, such as the
current contested case schedules, depositions, other
meetings.

At the time the decision we're talking about today
was made, were there~-were there team leaders in
place? That was in--
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Did you review any other documents or have any ot e
conversations to prepare for your deposition other
than with counsel?

The materials I reviewed were done in the presence
of counsel.

I won't ask you about your conversations with
counsel, but I will ask what documents you reviewed
other than the excerpts of Ms. Frisone's deposition?

B e e R e O

I reviewed a letter from Ms. Gunter concerning the
exemption that was granted for the medical office
building.

What's the date on the letter from Ms. Gunter?

I don't recall.

Was it submitted during the review?

SR R R

No, subsequent to the review.

What was the substance of Ms. Gunter's letter?
Ms. Gunter believed the exemption may have been
granted in error.

Did she make a specific request in her letter to
reconsider?

I believe she did.

Was--did the letter show a copy to counsel for
admission?

S e O S O TR R

I--I didn't commit it to memory.
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~-August of 20117
No. )
Do you typically--

Well, one was leaving in August or left either
during August or shortly thereafter.

Do you make the assignments of reviews to the
analysts, or is that Ms. Frisone's job?

We usually collaborate.

Did you have an opportunity to review either of the
transcripts of depositions that we've taken thus
far, Ms. Miles or Ms. Frisone, before your
'deposition today?

1 reviewed a brief excerpt.

Of both depositions or just one?

Ms. Frisone.

What was that excerpt related to?

The--whether we had meetings prior to the
application being submitted. -

And that-that was the only portion of Ms. Frisones
deposition you reviewed?

That's what I recall right now.
Were you getting ready to say something else?
No, ma'am.
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letter?

Not at this time.

Is it your intention to respond at some point?

We're contemplating it.

Have you asked any additional information of the
developer who submitted the letter?

That will be the first step should we proceed
further.

But you haven't done so yet?

No. '

1 know you don't know the specific date, but was Ms}

following Ms. Frisone's deposition in this case?

1 don't know when Ms. Frisone's deposition was, but

R S AR I T

it was—-the letter was generated as a result of this
case, yes. )
MS. HARRIS: Do you have a copy of the letter
with you by any chance?
MR. JOHNSON: I think I actually do.
. MS. HARRIS: Okay. When we take a break, I'd

like to get a copy and may ask some further

R T

questions.
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. "I was just reviewing the portion of the analysis of
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By Ms. Harris) So you told me that you reviewed ML.
Gunter's letter and the excerpts of Ms. Frisone's
deposition. Did you look at the Agency file for the
Mission GI application in preparation for your
deposition?

I believe I may have looked at just the findings--
portion of the findings.

Do you recall the portion?

Criterion 3, I believe.

Was there a particular concern or question that you

had in reviewing the findings under Criterion 3?

the--the need conformity.

I understand from discovery responses that you had
some input into the discussion in the findings
regarding the inmigration; is that correct?

They discussed their analysis with me.

Did you contribute any edits or portions of the
findings when they were being prepared?

| basically commented that I didn't have a problem
with their--their decision on that particular issue.

Do you know why they sought out your input on that
particular issue?
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County, a nursing home review in Watauga County.}
Those are among the more recent.
And you were the supervisor?
Yes.
Okay. What about specifically in Buncombe or

S e e e e e e

T e

Henderson Counties, have you reviewed--

I may have been the one that reviewed the acute cal
beds that was submitted about the same time as this
application.

The public hearing for the acute care bed was held
in conjunction with the GI application; is that
right?

Yes.

Did you attend that public hearing?

No.

I didn't say this at the beginning, because I know
you've been deposed many times, but if you need a
break, will you let me know?

Sure thing,

And if you don't understand one of my questions,
will you ask me to repeat or rephrase?

Yes. .

Did your review of the acute care bed application
for Mission in 2011 involve any study of traffic {

Craig Smith--VOLUME I
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Often, if there are issues that affect the
conformity with the review criteria, I'll be
consulted. Additionally, I was--my.first assignmeiit
was, for those six years, was a project analyst in
HSA T

So you were assigned to HSA I, which includes
Buncombe and Henderson County in the--

Yes.

--during the time you served as project analyst?

1988 to 1994, yes.

Have you served in any official role or been
assigned to that area since 19947

No.

Have you been the reviewer or Assistant Chief or|
Chief assigned to review projects in HSA Tin the
last three years?

The assignments to review projects are not done
based on geography, but I--I have reviewed projects
inHSA L

What is the most recent project you think you
reviewed in HSA 1? And you don't have to give mg
the exact date obviously.

Well, we just--we just did a dialysis review in
Shelby, and another dialysis review in Catawba

s
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patterns or how people may travel to particular
services in the county?

My--my review did not.

Do you recall supervising the review of any
applications for services or equipment in Henderso
County in the last three years?

Well, I'm currently reviewing a decision to reloca
the nursing home from Fletcher Academy to a
different site to the west of that area but still in
northern Henderson County.

I'm not familiar with that application. There's an
applicant proposing to relocate an entire nursing
home?

Yes.

Okay. And is it from one side of Fletcher to the
other or a different part of the county?

T

It's--it's leaving Fletcher and moving, I think, in
the direction of Mills River. I'm not sure if it
technically qualifies as Mills River or not, but--

Who's the applicant in that review?

Well, Fletcher Academy is one--is the co-applica
and that's the--the owner of the building. And it's
the current operator that's working in conjunction
with them.

T T T TS AR ee e
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Q. When is the deadline for rendering a decision in
that review?

Next month.

Is that the 90-day or 150-day?

150-day.

Did you conduct the public hearing for that

o ror

application?

N

NO, 1 did not.

P

Who was the analyst on that review?
A. The analyst--the public hearing was actually

conducted by Greg Yakaboski, but the review is being

done by Bemetta Thorne-Williams.

Q. - Are you evaluating roadways and traffic patterns ad
part of the review in that case?

A. The applicant has to discuss the impact of the
relocation on the population that's currently being
served and the population that--and the community 4s
a whole. And since the--the decision is not final,
I'd rather not discuss the specifics, because we
don't like to give information that could be used in
any way to forecast a decision.

Q. And you're expecting a decision to be issued at the
end of March?
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I don't believe I reviewed the findings, but I
believe we discussed the issue. I think the -
comments were filed.

Comments were filed against the application? ||

I--I believe comments were filed and possibly a |
public hearing requested.

Is it correct that the local hospital opposed and
filed the comments regarding the relocation of the,
endoscopy center closer to the hospital?

I believe that's the case, but I--well, let's see.

This is in '09. Let's see. The decision was made
two years ago this month. '

So it's not fresh in your mind?

It's not fresh in my mind. t

Okay. If you'll look, Mr. Smith, on Page 5 of th
findings in Exhibit 5 that you have in front of youli
there's a finding of conformity with Criterion 3a,
and a comment in the discussion under 3a that thej;
new facility would be more centrally located nearj.
Angel Medical Center and other physician office
practices?

Yes. |

1 did not find in the Agency findings a discussio
of how the relocation would impact Angel Medic

Craig Smith--VOLUME I
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A. Middle--by the end of March. It could be issued

sooner.

Q. And I'm--I'm not asking about the decision that you
expect to make in that case, I'm just frying to get
an idea of the considerations with regard to moving
a service. Was the application to relocate the
‘nursing home in Fletcher filed after your decision
regarding the Mission GI application? Ibelieve it
would have been.

A. Yes. 120-day application would have been filed in
October.

Q. Are you familiar with the decision that was made

with regard to moving a GI endoscopy room in Macon

County from one location to another?

A. Yes.

Q. Okay. I've got the deposition exhibits that we've
marked in the previous depositions, if you'd like to
look. That particular one we marked as Deposition
Exhibit 5. As I recall, you were not the supervisor
for that review; is that right?

A. Iwasnot.

Q. But you have reviewed the findings at one point or

another?
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Center. Do you recall discussing the impact on th E;
existing providers as part of the review or your §
consideration in 20097 3

Well, they weren't planning to expand. They we
just planning to move. And they're performing th
required number of procedures. They're already
licensed. I believe the gist of Angel's comments
were--as | recall now, was that they didn't want us
to approve it, because it didn't have a certificate
of need initially before it got licensed. It was
not required to because of the provisions in the
law. ’

So it--it was a grandfathered room, as you--as yo
would say?

Well, it wasn't really grandfathered, per se,
because it had a procedure that's in the CON law
that allowed them to get licensed, and they did no
grant them a certificate of need. But it--it was a
specific procedure, so, I mean, it--I guess you
could say it grandfathered in a very loose sense of
the word, but it did follow a specific procedure
that was outlined in the law. Most grandfathered
things exist prior to there being any discussion in
the law.
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Is that the procedure outlined in 2005 changes to
the CON law or an earlier set of changes?

It was the 2007 procedures. Let's see. Do you hav,
the law?

1 don't think I brought my SMFP with me today. I
usually do. Ilocked the other day for another

reason, and it seemed like it was longer ago than I

It may have been. It may have just seemed--yeah,
and it probably was.

It was the procedure whereby--

Yes.

--the party could submit an affidavit of--of using
the room?

Yes.

Okay. It's--the year is not the critical--

Right.

--part for my question. Allright. ButifI'm
understanding your testimony, when you're relocatir
an existing service that's already licensed, there's
not a requirement to examine the impact on the
existing providers?

MS. FRIEL: Object to form.

(4]
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care homes, which are usually replacements of

. substandard facilities, a few nursing homes, mostly

dialysis providers setting up satellite clinics as
they outgrow their current location, as the

nephrologists have done in the Buncombe County arep.

And I guess, based on what you said, you're looking
to make sure that the patients or residents being
served at the original location aren't
disadvantaged--

Yes.

--overly by having to go to a different location?

MS. FRIEL: Object to the form.

Have you supervised the review of GI endoscopy
applications that--

Yes.

--applicants are seeking to reldcate?

Oh. Seeking to relocate? Mostly, I've reviewed ne
ones.

Have you reviewed applications for GI services in
Buncombe or Henderson Counties?

No. Well, yes, the one that we did in 1993. The--
I think it's the one with four or five rooms. It's
located near Asheville. That was one of the first

" endoscopy reviews the CON Section did.

Craig Smith--VOLUME I
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Q.

* licensed service, your--you just typically review
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or the rules, no.

Do you contend that it's within the Agency's
discretion to examine the impact on existing
providers for relocation of an existing licensed
service?

MS. FRIEL: Object to form.

I'm trying to think of a specific example. I don't
recall us doing that.

For an application, then, to relocate an existing

under Criterion 3 the need for the population
proposed for the service in the new location; is
that what you're looking at?

Well, yeah. We look to determine if the applican
has demonstrated the need for the facility in that
location. And then we also look at the impact the
relocation would have on the patients that currently
use the facility, the community as a whole. And in
-especially if there is a negative impact, if there-
-what that impact would be on the medically
underserved. Typically, we discuss medically
underserved under Criterion 13. I was going to say

3

you--most--most of our relocations have been adul
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You've got a good memory.

1 don't--I don't recall whether I reviewed any
subsequent to that.

When you're supervising the review of an
application, do you ever review the application
cover to cover?

No. Well, rare--rare--I would say I may look at a
large portion but usually some of the exhibits. The
application itself, I may come close, especially if
it's a thinner application. - But usually, when it

gets to the exhibits, [ would only target one or two |1

that are pertinent to the specific issues that have
been raised.

Do you rely on the analyst to raise particular
issues with you? »

Usually. Normally, unless there's something that
might be aware of.

Do you typically review the competitive commen
when you're supervising the review of an
application?

Typically.

And you don't typically attend the public hearing,
correct?

TR R e B P S P S

T A R

B B e R S i S

S S T R R

February 23, 2012 §

R



Craig Smith--VOLUME I

A. No. On one or two occasions, I have conducted the

February 23, 2012
22

public hearing. It's usually--I did--there was a--

a health law seminar in Charlotte one year, and we
had a public hearing we had to hold for a
replacement nursing home. It was moving a couple

blocks away--a couple miles away, excuse me. And jt

was the kind of hearing that we knew there would
probably be about as many people as there are in
this room at the hearing. It didn't make sense for
us to--I had been asked to be on the program, so I--
I was going to Charlotte anyway. So I did the other
hearing to save the State some money.

That makes sense. Have--do you--how do you ask ar

instruct the analyst to take into account the
competitive comments that are filed?

Well, you read them, try to understand them; you
look at the responses; you look in the application
to see if the matter was addressed in-—-as alleged in

the comments; and then you make your decision based

on the information available as it comports with the
law and the rules.

Is there any--

I mean, sometimes people want you to do things that
you just can't do.

Craig Smith--VOLUME I
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applications coming in every other month.
Generally, that's about when you're wrapping--when
you're doing the public hearing is about when you're
trying to wrap up another review.

How many analysis do you have on your staff at thi
point?

We have 12 slots, We have one vacancy that we're
recruiting for.

And do you--do you have to keep up with how man
applications you typically review in a year; is that
a statistic that you know?

Well, 1 just happened to fill out the AHPA report
yesterday. And for the fiscal year that ended in
July--June, we had 147 applications.

And I guess that ebbs and flows each year, dependi
on what's in the Plan?

That's the lowest it's been in a long time. Well,

e Y O S e

yeah, the Plan has been generating less activity,
with the exception of this year, in the 2012 fiscal
year, with the 16 applications we got in Wake Coun
for nursing home beds. And the--and the--and, of

S R AT

course, that's driven in part by the decreasing
utilization of the--well, all health services--or
not all--most health services, especially acute care

Craig Smith--VOLUME I
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Q. Can you give me an example?
A. Well, I mean, the Macon one, I guess, we could hay
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denied it. But, I mean, we would have had to--we
would have been hard pressed, I think, to come up
with a reason. You know, I mean, they--the reason
they wanted us to deny it is because it didn't have

a certificate of need, but they were clearly--they
were licensed, They were clearly legal in the
context of the requirements of the CON law in effec
at the time they got their license. ‘

Do you ask the analyst that you supervise to review
comments or--filed at the time of the public
hearing, or is that typically done later in the
process?

1 don't understand your question.

Sorry. It wasn't coming out quite the right way.
When you are supervising analysts, do you instruct
or ask them to review competitive comments before
the public hearing?

No.

Do you leave that up to them?

No, usually they don't. You know, ideally, it's
nice if--if you could. But usually--sometimes your

work schedule doesn't allow you, because there are

Craig Smith--VOLUME I
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services, and to a somewhat lesser extent, long-te:
care services. I've not seen a decline in the
dialysis volume.

We--we've already talked a little bit about the
Mission GI application, but I want to take you bacl
in time a little bit. As I understand it, there was
a meeting in 2010 where members of Mission sta
Pardee staff, the Certificate of Need Section, and
the Construction Section met to discuss a project o

the county line. Do you recall attending a meeting
in 20107 .

1 think I did. But I checked my calendar yesterday,
and unfortunately, the only thing on my calendar a
Division staff meetings and the application day.
For--I think, in a conversion, we may have lost
some--I may have lost some data, because Thada |
considerable amount of sick leave that month, I |
mean, just a whole bunch of--there's nothing there
There's nothing in March. There's nothing in a go
portion of the year. So I cannot confirm from my
calendar that I did attend, but I believe it's
likely that T would have been there. -

Do you have a specific recollection of attending a
meeting that involved the Construction Section:
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A. Well, there were two--T don't know specifically. {
mean, the--the Construction Section, no, I don't
have a specific recollection of that. I did find in
early February last year we had a pre-application
conference-- »

Q. And what do you recall about--

A --for the--this specific project. Irecall it was
in a different part of the building. We had to kind
of gather in a room for--that--where the fire alarm
center is.

Q. Was that because of the size of the crowd?

A. iPartly because of the size of the crowd. partly

' because of the availability of rooms, partly becausg
we had found mold in our section--part of our
section of the building, and we'd moved staff out.

Q. You hadn't actually moved to the new building af
that point?

A. We had not moved to the new building, no.

Q. That was later during the review of this
application?

A. The--we moved to the new building effective Jung

1st. And that calendar notation says Nancy Bres
Martin was in attendance, so.
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not participate in the pre-application conference?

That would be likely.

Did--were there any--well, let me ask this. Were
there any other representatives of Pardee there, to
your knowledge?

I don't remember. :

Do you recall discussing the GI application and wi
needed to be presented in terms of information?

At this time, no.

Do you recall anything about the discussion?

Not specifically.

Do you recall that there were questions regarding
the space being on or near the county line?

Yes.

Have you reviewed before a project like this one
that was literally adjacent to the county line?

I don't think so.

Was that a novel idea for you?

Well, it presents both opportunities and obstacles.

What obstacles does it present, in your view?

The health service--the licensed health service
facilities need to be in one county or the other.
And if they are affiliated with another--and I'd say
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Q. She's sitting where you are sitting today in another
case. Do you recall if Mr. Moore, who's sitting
with us, was at the meeting?

>

I believe he was.

Okay. And were there other CON Section staff in
attendance?

Yes.

Who do you recall?

fo

I don't specifically recall.

oo P

Do you have any recollection of Ms. Frisone being
there? ‘

At this time, no.

But she could have been, you just don't recall?

Right.

What about Les Brown?

o >0 p

to be there since he’s the analyst that typically
does HSA I projects.

Q. Speaking of that, he--he did not actually do the
review of the Mission GI application?

A. Correct.

Q. Do you recall why?

A. At this time, I do not, but it may have been there

were other projects that we assigned him to.

He may have been. It would have been likely for him

Craig Smith--VOLUME I
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health--not just health services--health services,
not just health service facilities. And ifthey're
affiliated with a provider from one of the counties,
they need to be in the same county. If they're
operating under the license of a Buncombe County
facility, they should be in Buncombe County. If
they're operating under the license--in this case,
under the license of a facility in Henderson County,
they need to be in Henderson County.

And is that true of every square inch of the space
or just the--for example, the licensed endoscopy
room?

I'm not the one that actually enforces that statute,
but I would think it would be the entire endoscopy
suite, to include the rooms--the patient waiting

B e e e e A

areas. I mean, especially if it were set to be
separately licensed. And--in other words, what
could be--when I say what is separately licensed,
but what could be--because when you are approvin,
project like this, one of the things you have to
keep in mind is it could be sold at some point in
time in the future. And for it to be sold and
licensed or just licensed as a separate facility, it
would, again, have to be intact in one county.
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And--and that's in the case of a freestanding
licensed facility?

Well, I mean, if you're creating a separately
licensed facility, it has to be in--in one county.

And if you're creating space that is not separately
licensed but licensed as part of a facility in—-in a '
county, you know, T would think it would be the
same--in my mind, it would be the same concept.

You said earlier you weren't the Section that
typically enforces that. Is that--is the Licensure
Section~-

That's my understanding, yes.

Have you had any discussions with anyone from the
Licensure Section regarding this Mission GI project
and where it lies?

No.

Do you know if anybody in your Section did so during
the review of the application?

1 do not know.

You did not ask anybody to do so?

No.

Since the decision on the Mission GI application,

have you had any discussion with the Licensure

Craig Smith~~VOLUME I
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If the Construction Section doesn't have a concern
about whether the project it's reviewing is
consistent with the CON, then you don't get
involved; is that right?

MS. FRIEL: Object to the form.

Well, sometimes we have issues with whether they a
making substantial progress: So that would be one--
we might contact the Construction Section to see if
they've received the plans, or they received
preliminary plans and that was six years ago and
there hasn't been a submittal of anything else.

Okay. And if the--if the answer to that question is
no, then you might contact the CON holder to ask
what's going on?

Yeah., Sometimes we contact them, because the CO
holder is not necessarily responsive.

There's not any sort of required reporting between
your Sections on particular projects; is that right?

No.

No, there's not any reporting, or, no, that's not
right?

There's not any required reporting.

e e R S R e ey o M S P S ey

If you have questions related to facility licensure,
do those go to the Chief, Azzie Conley?
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Section about whether it would permit a portion of
the support space to be over the county line?

No, I have not.

Have you had discussions with anybody in the
Construction Section about the same question,
whether it would be permissible, from its
perspective, to have any of the support space across
the county line from the licensed--

No, I have not.

Are you aware of any decisions by the Construction

Section or guidance from the Construction Section ¢n

that question?

No, I'm not.

Once a project is approved, from your perspective,
and a CON issued, do you or your analysts interact
with the Construction Section at all as the prdject
is being developed?

From time to time.

What types of issues have you encountered?

Sometimes, when they're reviewing plans, they'll
have questions, and they'll call us as they prepare
a response to the--or to the submittal of the plans
for clarification. And it may be number of rooms,

size of rooms. It's a variety of issues.
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Usually.

And is Ms, Conley still the Chief of the Licensure
Section?

Yes.

Going back to the pre-application conference that v e

T B T L S PR P A

referenced and you had on your calendar in Febru

[

é
2011, do you recall any discussion regarding how t g
.

allocate costs-with a project involving a medical

office building being developed by a third party?

It may have come up, but I don't recall specific
guidance beyond, I think, we referred to a case
where Mission had been involved in appeéling a
decision that I believe clarified--the Court of
Appeals decision clarified what counts and what
doesn’t count.

And that's the case that involved Mission and
Asheville Hematology?

1 believe that's the case, yes.

So am I understanding correctly that you looked to

o e e e e R

the Court of Appeals decision to--
No. We told Mission that they needed to look at

R

this case since they were intimately more familiar
with the issues than we were.
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Q. A couple times in her deposition, Ms. Frisone
referred to that same case and said that she often
looks at the final Agency decision for--for guidance
on issues related to how a project is defined. Is
that consistent with your understanding?

MS. FRIEL: Object to the form of the
guestion.

A. In that particular case, the second final Agency

decision--1 believe it would be the second--in that

case, the--there were two final Agency decisions.
Yes.
~Yes, that's what got me for a second there.

> o

)

case was what costs you count towards the projects
versus—

Yes.

--other projects; is that right?

Yes.

Do you recall referring to or suggesting that

o roPr

Mission review the guidance that Jeff Horton issue
on satellite projects for hospitals?

A. That would be likely that we did.

Q. You don't have a specific memory though?

Sorry. And included in the issues addressed in that

1
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Maybe a better way to ask it is, did--did it--did
you have concerns about other obstacles that the
applicant might face beyond the--being in one county
or another?
A.  Well, we're aware of the relatiuiishipb between
Mission and Park Ridge. And so we knew--we felt--
didn't know, but we had a strong inclination that
Park Ridge would be concerned about the project.
And in fact, it did file comments opposing?
Yes.
Q. Does the fact that another provider has a history of

> o

opposing projects enter into your consideration in
the review?
MS. FRIEL: Object to the form.

A. What it entered into was the decision to hold a
public hearing,

Q. Inthe Agency file, there is, in fact, a request
from Mission to have expedited review, and that's--
there are documents in the Agency file, which T
think is in front of you, marked as Exhibit 3, in
the first section involving correspondence, I think
Pages 5 through 16, not every page, but in that
range, if you would like to look to refresh your
recollection. Ms, Frisone recalled making a

® s W N
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A. No. Imean, it--it seems reasonable. I can't
remember specifically telling anybody that, or--but
that doesn't mean that it wasn't discussed. I would
believe it would be--would have been appropriate o)
us to have discussed it. And--and I may have been
the one who brought it up, because I have attended
some sessions with Mr. Horton trying to get clarity
on some of these issues.

Q. And--and some of those issues relate to the
reimbursement on a federal level for satellite
projects that are hospital-based?

A. Ihaven't looked at that probably since--assuming
we--you know, probably since before this applicatio
was filed. So I have learned that, if T want to
speak definitively on something, I track it down and
read it.

Q. Do you recall having any specific concerns about t!
application that was described to you in the pre-
application conference?

A. 1don't understand the question. It's not specific
enough. 4

Q. Sure. We spoke a minute ago about the fact that hi

project was on the county line, and it presented

opportunities and obstacles from your perspective.

s
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decision in conjunction with you to set this case--
this application for a public hearing. Do you
recall discussing that issue with her?

Q. And why did you decide to hold a public hearing a
deny the request for an expedited review?

A. It was our belief that one would be requested,
number one, by Park Ridge. And even if it weren't
requested; we felt--well, we had to--1 believe we
had to hold one for the acute care beds. And we
believed that it was in the public interest. And--
and using our discretion, scheduled it to be at the
same time.

Q. Isitthe CON Section's normal practice to schedule
public hearings when opposition is anticipated, even
if not required?

A. 1 think it would fall within the concept of within
the public interest. And it--it's much easier to
schedule the public hearing and give people notice
well in advance because the--the--actually, the ad
that's published in the paper, the notice that's
published in the paper puts out the information, the
public hearing, and a press release is sent out.
And it beats trying to do that in just--in less than

T e R T

R T
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1 three weeks if one is requested when the comments 1 A Sure
2 are filed. Then--then your—your work--you're 2 Q.  Areyou okay to keep going or—
3 trying to schedule a hearing, and then Party A 3 A Well, I just need some more water.
4 pushed your scheduling forward and says, oh, I canf ~ * Q. Okay. We'll take just a really short break.
5 ¢0; I'm on vacation. And then--so you try to changd (RECESS TAKEN FROM 11:02 A.M. UNTIL 11:13 A.
6 it, and then Party B says, well, I can't go. So, I 6 Q. (By Ms, Harris) Mr. Smith, I'm going to ask you some
7 mean-so we just try to schedule it up front. 7 questions about the Agency findings under Criterion
i . . . i 9
8 Logistically, it's much easier. Sometimes you can't 8 3. Do you have those in front of you?
. 9 . .
9 find a suitable hall for when you want to hold one, A Yes
. , 10 Q. Okay. And also in the--I don't know that you need
10 because we like to hold the hearing as close tc L ook at it b ) N
. i 1 to look at it, but you're welcome to--in the
11 possible toward that 20th day, as specified in the A Y ) - o
‘ . . 12 discovery responses, which are Deposition Exhibit 1,
12 law. And sometimes there's not a suitable venue to ) .
13 fold the heari I 0 akes it 13 it was--it was revealed that you were consulted on
that a
o ¢ hearing, 5o, 1 mean, thal Maxes 1 14 the-inmigration analysis. And I think I asked you
14 challenge also. 15 that earlier. Is--is that consistent with your
' i |
15 Q. Iunderstand what you're trying to say about the 16 memory? ,
16 practical considerations of scheduling a public 17 A Yes. ;
17 hearing. Do you--was there anything unique about 18 Q. Anddid you have a particular experience with how to é
18 the relationship between Mission and Park Ridge thpt ;4 analyze an applicant's inmigration projections that a
. . . -
19 caused you to act differently in this case than you 20 you shared with Ms. Frisone and Ms. Miles?
20 would normally? 21 A, Idon't understand your question.
21 A. No,Iwouldn’tsay I acted differently. We--wehad 22 Q. [may nothave understood the testimony correctly.
22 a GI endoscopy application in Halifax Cour;ty that 23 But one or the other said that you had some
23 had been denied on two previous occasions, and they 24 particular experience, either with the area, or with
Craig Smith--VOLUME I ‘February 23, 2012 | Craig Smith--VOLUME I : February 23, 2012
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1 applied again. And we've scheduled public hearing 1 inmigration issues, or projections in general, that ﬁ
2 all three times. 2 caused them to consult with you on whether Mission'k
3 Q. Isthatapplication, the third one, under review 3 inmigration percentage in this application was
4 now? 4 reasonable? :
5 A. No, the third one was approved. It was appealed, 5 A. Ihave driven around the area on numerous occasiont
6 but they settled. 6 That may have been what was the basis of some of
7 Q. Was there a competitor involved in the appeal 7 their questions.
8 process? 8 Q. Iknow you said earlier that you agreed with the
9 A Itwasnota con'lpetlt'lve review, but the--the 9 decision to find the application nonconforming with f;
10 community hospital--it was .rnore z?nalogous tothe | 4, Criterion 3. Were you focused in particular in your
11 Macon situation, except it did not involve the , e . -
] . ) . 11 review on the percent of inmigration that Mission  };
12 relocation but involved licensing a second room. . -
] . ; o 12 projected? ‘fé
13 There is--I--there is a grandfathered-in physician L . . 1
. . . 13 A. My understanding is that inconsistent data was .
14 office, so it's not a licensed facility. But there 14 - ded with 4 b0 vatient origi |
. . . rovided with regard to patient origin. .
15 is a physician office provider who wanted to becomg P & P & :
- . 15 Q. And was that the source of the--the source of the |
16 licensed. %
. ity i ing? -
17 Q. And when--when you said "they settled," you meapt 16 nonconformity in your understanding? §
18 that the hospital and the GI practice reached some 17 A. Itwasacomponent of it in my understanding. %
19 sort of agreement? 18 Q. Didyou have an objection to projecting 10 percent g;
20 A, Yes, they did 19 inmigration from areas outside the defined service i
21 Q. I'mgoing to ask you some questions about the 20 area as-—-as a matter of principle, or was it just |
22 inmigration analysis in the findings. And we can 21 based on the information in this application? *§
1
23 turn to that now, but if anybody needs a break, we 22  A. Itwas based on the information in the application. %
can do that now, too. 23 So 10 percent is not, per se, unreasonable? -
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A. No. And I've testified in a recent deposition that
the service area and inmigration are affected by thg
size of the service area. So the more narrowly
drawn the service area, the primary service area,
then the potentially larger the size of--the larger
the amount of inmigration.

Q. What deposition did you give and--and address the

inmigration and service area definition?
A. 1 said the small--are you asking me to restate what
1 just said? .
Q. No, I'm asking you what case or what context?
A. Oh. That would have been in the--the Wake bed
review. ‘
Q. The acute care bed?
A. Yes. Soitultimately is a case by case, very fact
dependent.
Q. Would you consider it reasonable to have zero
inmigration?
MS. FRIEL: Object to form.
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Q. When you are supervising the review of applicatio
in which an applicant proposes a certain percent of
inmigration from outside the defined service area, .
do you require a specific definition of where those
patients are coming from? ‘

A. The more clearly defined it is, the easier it is to
find an application conforming.

Q. Well, in terms of this application, where some of |
the ininigration was coming from parts of the coun
where the service would be located, would you exp
a zip code specific description of the inmigration?

. MS. FRIEL: Object to the form. :

Q. That seemed to be what Ms. Frisone and Ms. Mile
expected, and I'm trying to understand the Agency's
position. |

MR. JOHNSON: Object to form.
MS. FRIEL: Object to form.
A. TItcouldbe.
Q. Is there any rule or other guidance that an .
- applicant could look at from--from the CON Sectior
to understand how to describe adequately in their »'
application where patients who inmigrate are coming
from? ‘

A. Ifyoudrew alarge enough service area, [ supposg,
for some services.
Q. But--but, again, you'd have to look at the specific
facts?
A. Right.
Craig Smith--VOLUME I February 23, 2012
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Q. I think that you've kind of addressed it, but just--

would you define for me what--what you consider to

be inmigration in the context of a CON application?

A. Well, it's really defined--it's also defined by the
applicant, what they consider inmigration.

Q. Is it patients who are coming to the service from

. outside the defined service area?

A. Generally, yes. '

Q. Were you aware that, in the Mission GI application,
the defined service area did not include all of
Buncombe County?

A. Yes.

Q. So some of the inmigration would have been from
other parts of Buncombe County; is that right?

A. Potentially, yes.

Craig Smith--VOLUME I

Q. One of the objections that Ms. Miles and Ms. Frisone 16

expressed in their deppsitions related to, I think,
Mission not being specific enough about where the
patients would be coming from in that--if--if they
were coming from outside the defined service area.
Did you discuss that specific issue with them?

A. Idon'trecall all the specifics of the discussion
at this time.

February 23, 2012
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A. It—it's really very much application-specific.

Some folks use--start by using a radius or a |
grouping of counties. And sometimes they narrow f
down to zip codes within the radius of those i
counties.

Q. But there's not a requirement that you specify by
zip code a specific segment of your anticipated
patient origin?

A. It--it's usually based on the data that's available.
The zip code is often used because that's tied to
the person's mailing address and that's where you
send the bill. So that's information you have about
the patient that you can get with some degree of
accuracy on a map. Those zip code maps are quite
irregular, and they often cross county lines, which
can compound. Or in some cases there are very fe
zip codes in a county, and they're--they're very
large, so they don't give you additional
specificity. So, [ mean, you have to sort of work
with what you--what you--you sort of have to work

S e R R
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with what you've got.

Q. Andifyou--if you're in an area where there are
rather large zip codes and not much specificity,
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what--what else can an applicant do to further
define the service area?
MS. FRIEL: Object to the form.

1 believe I've seen some that are based on census
tracks. But those are—those then use a demographi
model--incident rates and demographic models.

But you don't have a specification or a direction to|
applicants that you--you ask the applicants to
explain?

No.

Will you look with me on Page 666 of the Agency
file, which is still within the discussion of
conformity of Criterion 3; do you have that in front
of you?

Yes.

In the last paragraph on that page, there's a
finding that, "It is unreasonable to assume that
patients from certain counties would bypass Mission
and travel to Mission GI South, particularly north
of Buncombe County"; do you see that?

Yes.

Was that finding based on input from you to Ms.
Frisone and Ms. Miles?

Craig Smith--VOLUME I

W o <1 oy o W N

=
B o

xN]

NN N R R R R
W N R O W o~ U W

24

February 23, 2012

48

You said earlier that you had driven around
Asheville quite a bit. The--have you driven on the
1-26, 1-40 area?

Yes. .

Do you have an understanding about how a patien
chooses a GI endoscopy provider?

They're usually referred by their primary care
physician.

So they're referred by their primary care physici
to a GI specialist?

Yes.

Does the GI specialist then typically govern whict
facility the patient goes to for the-—-an endoscopy
procedure?

Well, if the physician has their own endoscopy
center, we usually know where they're going to go.
If the patient requires—I'm going to use the term
“special handling," they usually go--end up going t
the hospital.

You would agree that a paticnt doesn't make the
decision of the endoscopy facility on his or her
own? .

MR. JOHNSON: Object to the form.
MS. FRIEL: Object to the form.
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It-- may have--1 believe I did have some
involvement in this discussion, yes.

And why is it that you think that it would be
unreasonable to assume that patients would bypass
Mission and travel to Mission GI South where it w§
located on a highway?

1t's for--it's further.

Is that the only consideration that was given?

Those--those—that would have been a basis for my
concurring with their logic.

Would you agree that, in certain locations, patients
might choose a location that's further away if it's
easier to access because of a highway?

MR. JOHNSON: Object to the form.
MS. FRIEL: Object to the form.

1 don't--I never thought Mission was that hard to
get.to from the highway.

And--but my question was, would you agree that a}
patient might choose a healthcare location that was
further away from his or her home if it was easier
to get to on--on a particular highway--

MS. FRIEL: Same objection.
--than the facility that was closer?
They--they might.

Craig Smith--VOLUME I
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A. No, but they--the physician may schedule it, may
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give them a choice. Would you rather have this don)
here or there? Because, in this case, this would
present an opportunity for a choice. Right now,
there is—-if they're being referred specifically to
Mission for a procedure, right now there's no choicej
of where to go within--within the Mission framewo
There is the choice of the endoscopy center. And
I'm going to just keep my discussion to Buncombe
County.

Just to make sure I understand, that all the Mission
GI rooms are on the--the downtown campus?

Yeah. '

Given that reality, do you think it was unreasonabl
for Mission to seek to relocate an operating--1
mean, a GI endoscopy room to a location that was

ST

outside its main campus and more accessible to
certain patients?
No.
MR. JOHNSON: Object to form.
MS. FRIEL: Object to the form.
Assuming that--well, let me ask you this.
Hypothetically, if the application had been

T A A
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conforming with all the criteria in the Agency's
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review, would there be any barrier to approving an
application to relocate an operating room to the
county line?
MR. JOHNSON: Object to form.
MS. FRIEL: Object to the form.
So long as it was on the Buncombe County side?
If--if the application were conforming with all
review criteria, it would have been approved.
Mr. Smith, will you look with me now at the findings
under Criterion 4?

(Witness complies.)

there any other part of the Agency's findings under
Criterion 3 that you recall discussing with Ms.
Miles or Ms. Frisone that we haven't talked about
this morning?

Not at this time.

The findings under Criterion 4 begin on Page 673,
but my questions are going to relate to Page 674 and
675. Did you have any discussions with Ms. Frisone
or Ms. Miles about the location of the property as--
as described in the findings on Page 6747 Feel free

to take a few minutes to review if you'd like.
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Q. And you define facility to include everything that's |
needed? : 4
A. Well, in this case, it would be the endoscopy suite, b
because it has the potential for becoming a facility
at some later date.
Q. And by endoscopy suite, do you mean the room its

o

plus the support space?

A. Yes.

Q. The--the second paragraph on Page 674 states at the:
end that the fact that a portion of the suite was
over in Henderson County would arguably increase
inventory of licensed GI endoscopy rooms in
Henderson County. Did you consider Mission's
project to involve an increase in the inventory of
licensed GI endoscopy rooms in Henderson County?

A. Iwasn't focused on that part of the findings.

Q. By--by saying you were not focused, that means yo
didn't have involvement in that--

A. Tdon't~I don't recall discussing that specific
comment that was made in these findings.

Q. Sitting here today, do you agree or disagree with
the comment that it could increase the inventory in
Henderson County?

A. TIhaven't given it any thought.

Craig Smith--VOLUME I
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(Witness reviews document.) I believe we discussed
the information that starts with Exhibit 29 and
includes a line drawing which shows that the county |
line crosses through the land and the MOB. Exhibit
6 includes a line drawing of the proposed GI
endoscopy suite, which clearly shows that the county
line cuts through the corner of the proposed space.

You're saying you talked about the information you
had in that regard?

1--I said that I--my testimory is that I discussed
that with Ms. Miles and Ms. Frisone.

And we've also talked about that a little this
moming, but am--am I correct in understanding that,
because some of the space appeared to have been ovey
the county line, the CON Section did not feel that
it could approve the application?

Yes.

MS. FRIEL: Object to the form.

And that's based on your understanding of the

licensure rule regarding a hospital being licensed

in only one county?

Yes. And then my--additionally, my understanding is

that a facility can only be located in one county.
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Q. The discussion under Criterion 4 continues in the |-
last paragraph on Page 674 and refers to Exhibit 29,
which is a cost estimate from the architect. Do you
recall if you looked at the actual exhibit or just ;
talked with Ms. Frisone or Ms. Miles about the MOB}.
ownership? )

A. 1don't believe I've discussed that issue.

Q. Okay. So you're saying you did not discuss the MOE
ownership or how the costs were allocated?

A. I don'trecall the cost allocation or the MOB
ownership being one of the things that we discussed.

Q. Would you agree that with projects to be located in
a medical office building, an applicant to provide a |
health service regulated by the Certificate of Need
Act would only need to count the upfit costs in
terms of the CON apph'cation‘?

MS. FRIEL: Object to the form.
MR. JOHNSON: Object to the form.

A.  Well, upfit, soft costs, equipment costs.

Q. So you're agreeing with me, as long as you define
the upfit as soft costs and equipment costs?

MS. FRIEL: Object to form,

MR. JOHNSON: Object to form.
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A. Yeah. It's—it's not just the upfit of the space.
It's other--it's other aspects of the project as
well.

Q. It's the aspects that make it possible to perform
the health service there--to offer the health
service there; is that right?

A. Yes.

MS. FRIEL: Object to form.
MR. JOHNSON: Object to form.

core itself when there's a medical office building?

A. The developer of the building.

Q. Does the ownership of the developer entity enter
into your consideration of what costs the applican
should bear versus the developer?

A. Iwould have to go back and look at that case that
we discussed, but there may be an issue if there's ¢
related-party transaction.

Q. How do you define a related-party transaction?

A. Well, in this case, that if--if Mission were also a
owner of the building.

Q. That would be--you would consider that a related~
party transaction?
A. Yes.
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Q. And how did you determine that it was the same
medical office building?
A. The statement in the letter. It says, "In addition,
Mission will lease space in the building for its

proposed GI Endoscopy South location.”

o

The letter that you just referred to was dated May
13, 2011; is that right?

Yes.

And then the response is May 24, 20117

Yes.

oo P>

That was during the review of the Mission GI
application, correct? If you need to look, the
findings begin on Page 640 of the Agency file.

Yes.

>

Q. Didyou send a copy of this exemption request in
response to Ms. Miles or Ms. Frisone to make them
aware?

A. No.

Q. Do you know if anybody else in the CON Section ma
them aware of the no review--or excuse me, the é
exemption request or response during the review? %

A. 1do not know that.
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Q. What about if Mission was an investor in the entity
that owns the building?

MS. FRIEL: Object to form.

A. I'd have to look at the specifics. °

Q. There was--in the same paragraph that we were just
looking at in the findings, there is expressed a
concern about whether the developer in this case
should have been an applicant, but I think you're
saying you did not discuss that issue with Ms.
Frisone or Ms. Miles?

A. Thatis correct.

Q. We marked in an earlier deposition in this case the
exemption notice and response letter from the CON
Section for the medical office building in which the
Mission GI project was proposed to be located. And
it is in front of you in that notebook as Deposition
Exhibit 4. 1 believe that you signed the letter?

A. Yes.

Q. Did you understand at the time that that medical
office building discussed in the letter and your
response was the building in which the Mission GI

project would be located?
A. Yes,
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Q. Okay. And it is this no review or exemption .
determination that Ms. Gunter has asked you to é
reconsider; is that correct? i

A. Yes. You know, it should be noted that the secon %
paragraph clearly states, "It should be noted that %:
the Agency's position is based solely on the facts g
represented by you. That any change of facts as %
represented will require further consideration by
the Agency and a separate determination.”

Q. Right. And that's a paragraph that you include in
all your exemption notice letters?

A. That's right, because sometimes the project as |
conceived is not the project that is implemented. %
And we're not giving carte blanche. §

Q. Do you contend that the facts are not as represente z

in the May 13, 2011 letter? : E

I don't know, -

Q. When we looked at this during one of the earlier

>

depositions, we determined that the reference in ||
your regarding line on your May 24th, 2011 letter t
the Keith Corporation should actually have been
Western North Carolina Healthcare Innovators, LL
is that right? !
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Yes. It was sent to the letierhead, not to the name
on--of the company, not the specific entity that was
being created for the development of the office
building.

But the exemption belongs to Western North Caroling
Healthcare Innovators, LLC; is that right?

That's what was exempted, yes.

Do you have an understanding at this point of what
the basis for Ms. Gunter's allegation that the facts
are not as represented, or is that something that
you still need ta look at?

We haven't conducted an investigation yet.

1f Western North Carolina Healthcare Innovators, LLIC

is the sole owner of the building, there would not
be aneed for it to be an applicant for the Mission
GI service; is that correct?
MS. FRIEL: Object to the form.

1 don't believe so, no.

it woﬁld not have needed to be an applicant?

I said-I said that I didn't believe that it would. -

Okay. Mr. Smith, will you look with me now at
Criterion 57

(Witness complies.)
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Will you look back with me at the deposition exhi

that we looked at earlier, the findings involving
the relocation of the endoscopy room in Macon
County? I think we--I think it's Deposition Exhibit
5.

(Witness complies.)

In those findings, under Criterion 5 on Page 6, it
reflects that the applicants projected no startup or
initial operating expenses; do you see that line?

Uh-huh.

And that was not a basis of--

It was not a factor in this review.

Both the Macon County review and the Mission G
review involved relocating an existing licensed
endoscopy suite; is that right?

Yes.

‘Why would it have been an issue--

Well--

--in Buncombe and not Macon?

--I don't know. 1didn't do the review. I didnot
look at the applications. v

Is there any guidance to applicants regarding how
how--whether and when to complete the startup and

Craig Smith--VOLUME I
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One of the bases,‘ as I read the findings, and
specifically on Page 676, is that the applicant
didn't demonstrate the availability of funds for
startup costs, and that's because there were no
startup costs projected in the application. And I
can take you to the specific pages of the
application, if that's helpful to you.

Oh. It's right there at the top. Okay.

When an applicant is relocating an existing licensed

service, would you agree that there aren't any
startup costs to be incurred?

MR. JOHNSON: Object to form.

MS. FRIEL: Object to form.

It depends on the specifics of the situation.

How do you evaluate whether a specific situation
requires a projection of startup costs?

(Witness reviews document.) Well, we usually rel
on the applicant to explain it sufficiently. ButI
don't know--because I did not--1 don't believe I--I
don't recall discussing this particular issue, and I
don't--did not look at Section IX of the
application. So I don't know what was explained or
what wasn't explained. And it caused the finding to
be as it was.
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initial operating expense section beyond what's
actually in the application form?
If they have questions, they can always ask.

S e S R P S S

B R PO S

How do--how do you, as the Chief of the CON Sectiog

define operating--initial operating expenses and
startup costs?

To new facilities, we typically look at the period
of time before patients are served, where they'll be
employing at least key staff and paying for such
services as their actual hookup to the utilities, to
the water, the cost of operations that are--of the
utilities that occur before patients are seen.

And before the revenue starts flowing?

Right. Beforc—-yeah: There's no--there's no
revenue coming in at that point in time. Also, a
new facility typically has to stock supplies--
supplies, food, depending on the services being
offered.

In this case, if Mission were able to tum the
lights off and leave the endoscopy room that it
currently uses and is relocating one day and then

begin operating the new one the next day, would you
agree that there aren't any startup--
MS. FRIEL: Object to the form.

T T R

e SRR
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MR. JOHNSON: Object to the form.

--costs, as you define them?

There would be--there would be very few. I don't
know if there would be none.

Am--am ] correct that there's not any sort of rule
that says here's what you have to include for
startup and initial operating expenses?

Right, There is no rule codified for any of the
services that discusses a laundry list of services
that should be included in initial operating costs
or startup expenses.

If an applicant determines that that section is not
applicable because they don't expect any of those
costs, do you expect the applicant to explain why
they feel it's inapplicable?

Yes. We usually ask them to explain the N/A's.

MS. HARRIS: 1 think I'm getting close to the
end of my questions. I'm going to take a short
break and make sure so I can wrap it up efficiently.
(RECESS TAKEN FROM 11:57 AM. UNTIL 12:18 P.M.

(By Ms. Harris) Mr. Smith, has our discussion this

~

morning refreshed your recollection at all about the
pre-application conference that I asked you about

earlier?
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Q. Were there reservations expressed from any of the
Agency participants about the concept presented?

A. Ithink--T'm trying to think. We--we knew that
there had been an issue in Gaston County with a
satellite ED. Their initial application had been
denied, and I believe there was an intervention by
CHM--CMHA, and that--so that we knew that sometimg3
these things cause bad feelings. And we also knew
that--I’m trying to think. That--that's probably

all we may have known at that time.

R e T T ]

Q. And when you say "sometimes these things cause bad
feelings," you mean relocating closer to an existing
provider?

A. Developing a service, just in--in a more general
sense, whether it's relocation or--I think that
meeting may have discussed as much the satellite
emergency department that Mission and Pardee were
contemplating.

Q. Because of the recent experience that you had with
Gaston? '

e O e R S S

A. Yes. And, youknow, I'm not sure exactly what fbrm
the--the project had—-was at least sort of being
proposed at the beginning. [ think it may have
been--Mission, I think, was trying to sort out the

W W N

11
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14
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17
18
19
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22
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No.

And I believe you said that you did not have any
discussions with Marjorie Acker or anybody from the
Construction Section about the Mission GI project;
is that right?

That's correct.

And did you say that she may have been in an initiz]
meeting, but you were unable to confirm that on your
calendar?

Yes.

And you don't have an independent recollection ofja
meeting involving Mission, Pardee, and the
Construction Section?

T have a recollection of--of the meeting, but
don't recall all who attended.

Right. And do you have a recollection of what waj
discussed at that meeting? ’

That would include the Construction Section?

The 2010 meeting?

The 2010 meeting. Yes, I think it was the--kind of
the conceptual plan at that point that Mission and
Pardee had hoped to put on--on the site that they
had selected.
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Q. 1think you used the word "conceptual" when you
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phasing of the development of the project, so I'm
not sure we--when we got the endoscopy center, wej
we knew that that was going to be the first
component, but I--I just can't remember now. But
the--the first meeting was definitely a higher-level
meeting.

What do you mean by "higher-level"?

Like the 10,000-foot view. I mean, yeah.

> o

first started--

A. Yes, conceptual.

Q. Was there any sort of reaction by the Agency
répresentatives at the meeting that this could never
work--

MS. FRIEL: Object to form.

Q. --because of where it was located or the proximity
to the county line?

MS. FRIEL: Same objection.

A. Well, there was a long time--I--I think we knew--vs

* may have felt at that time that it would be--it -
would not be a smooth path.

Q. Did you anticipate it not being a smooth path
because of opp.osition that you anticipated from

other providers?
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A. That would have been one of that--that would havg

probably been the primary reason, yes.
Q. Is opposition by a competing provider, in and of
itself, a basis for finding an application

1

2

3

4

5 nonconforming with Criterion 3 or 67

6 A. No. Butit certainly affects the speed at which a

7 projectcan be developed should they get involved i
8 a contested case hearing, and then the contested

9 case hearing has to run its course.

10 Q. Do you recall anything else about the conceptual

11 meeting that we've just been discussing in 2010?
12 A No.

13 MS. HARRIS: I believe those are all my

14 questions at this time. Thank you, Mr. Smith, for
15 your time.

16 THE WITNESS: Thank you.

17 MS. FRIEL: I guess I have a couple very quick]
18 follow ups.

19 CROSS EXAMINATION BY MS. FRIEL:
20 Q. Mr. Smith, did I understand you correctly this
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STATE OF NORTH CAROLINA
COUNTY OF WAKE

CERTIFICATE

I, Peggy F. Barbee, Notary Public-Reporter, do
hereby certify that CRAIG R. SMITH was duly sworn
me prior to the taking of the foregoing deposition
and that said deposition was taken by me and
transcribed under my direction and that the
foregoing 67 pages constitute a true and correct
transcript of the testimony of the witness.

1 do further certify that I am not counsel for
or in the employment of either of the parties to
this action, nor am Linterested in the results of
this action.

I do further certify that the stipulations
contained herein were entered into by counsel in my
presence.

In witness whereof, [ have hereunto set my
hand, this 30th day of April, 2012.

PEGGY F. BARBEE

21 moming, you've got about 23 years of experience NOTARY PUBLIC FOR THE
52 ith the CON Section i al is th N STATE OF NORTH CAROLINA
with the ection n total; Is that correct: NOTARY PUBLIC NO. 19953200118
23 A, Itllbe 24 years in June. Carolina Reporting Service (919)661-2727
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1 Q. Okay. Andis it correct that, with respect to this -69 -
2 Mission endoscopy room, that you did not supervise SIGNAT U RE
3 the review. either direotl sing the broject I have read the foregoing 67 pages
e review, either directly supervising the projec which contain a correct transcript of
4 analyst or the--the Assistant Chief in the review; the answers made by me to the questions
5 is that correct? herein recorded.
6 A Yes Signature is subject to corrections on
7 MS. FRIEL: Those are all my guestions. attached errata sheet, if any.
8 MR. JOHNSON: No questions.
9 MS. HARRIS: 1don't have any other questions. (SIGN ATURE OF CRAIG R. SMITH)
10 Thank you.
11 STATE OF
12 (THE DEPOSITION ADJOURNED AT 12:27 P.M.) COUNTY OF
13
14 i
15 Subscribed and sworn to before me this
16 day of : ,2012.
17
18 MY COMMISSION EXPIRES:
19
20
1 NOTARY PUBLIC
22
23 .
04 Carolina Reporting Service (919)661-2727
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North Caroling Department of Health and Human Services For Official Use Ounly - -
Division of Facility Services License # 10019 Medicare # 340023
Acute and Home Care Licensure and Certification Section . Computer: 3388 !
1205 Umstead Drive, 2712 Mai) Service Center PC SR Date j Sfj{ 0l
Raleigh, North Carolina 27699-2712.
Telephone: (919) 855-4620  Fax: (919) 715-3073 License Fee: $1,737.50
2007
HOSPITAL LICENSE

RENEWAL APPLICATION

Legal Identity of Applicant: Flefcher Hospital, Incorporated
(Fuli legal name of corporation, partnership, individual, or other legal entity owning the en LCIPIISC ot service.)

Doing Bus‘niess* As
(d/b/a) name(s) under which the facility or services ate advertised or presented to the public: '
PRIMARY: ° Park Ridge Hospital

Other:
Other;

Racility Mailing Address: P O Box 1569
' Fletcher, NC 28732

sacility Site Address: ‘ , oo fospital Dmve/
acility Site Address: Napheg R Xpr
%MZ W@xsomm\\@, Ne 28192

County: ~ Henderson
Telephone: (828)684-8501
Fax: (828)687-0729

Adzﬁmxstx ator/Director: MM W «\) L MM @W‘-Q\/‘

Title: Administrator
(Desxonatcd agent (xndmdual) responsxble to the governing body (ownel) for the management of the. licensed facxlxty)

Chief Executive Officer; _Jimm Bunch Tigle:_President & CEO

Py
{Designated agent (individual) responsible 10 the governing body (owner) for the management of the licensed facility)

Name of the person to contact for any questions regarding this form:

Name: Myriam L, Schulze . : Telephone: 828-681~2102
- E-Mail: myriam, schulzefahss. org - T e
: ' bt Ld g*u,/ by /'%‘Ui@#
Pate m.—mw,_w ,1" / ‘;[ :;

Amomt ¥ ___ 4 73 7453 :

(Rt 7 Ot |

VA

“The N.C. Departasent of Health und Human Services does not discrininaie on the bsis of mce, color, nutiomil origin, relighon, ugs, or disability in cnyployment or the provision on of ser vlcc:."




2007 Renewal Application for Hospital:

License No: 0019
Pack Rigee Hospital

Facility ID; 943383

, indicate the acwal reporting period used on Page 3 of this document,

* All responses should pertain to October 1, 2005 through Seplémber 38, 2006, If otherwiss,

Type of Health Care Facilities under the Hospital License

Tyvoe of
List Name(s) of facilities: Address: ' .| Business / Service:
Please attach a separate sheet for additional listings
Ownership Disclosure (Please fil) in any blanks and make changes where necessary.)
1. Whatis the name of the legal entity with ownership responsibility and liability?
Owner: Fletcher Hospital, Incorporated
Federal Employer ID# 560543746
Street/Box: P OBox 1569
City: Fletcher State: NC  Zip: 28732
Telephone: (828)684-8501 Fax:  (828)687-0729
CEQ: . Michael H. Schultz
Is your facility part of a Health S}letem? XYes __No
If "Yes’, name of Health System™: _Adventist Health Svstem
* (please attach a list of NC facilities that are part of your Health System)
If “Yes’, name of CEO:___ Donald Jernigan., Ph.D. )
a, Legalentityis: ___ For Profit X_ Not For Profit
b. Legalentityis: _X Corporation ‘ LLp Partnership
Proprietorship LLC Government Unit

¢. Does the above entity (partnership, corporation, etc.) LEASE the building from which services
are offered? __ Yes X No

If "YES", name of building owner:

2. Is the business operated under a management contract? —_Yes X No

If “Yes’, name and address of the management company. -
Name:

" Street/Box:

City: State: Zip:
Telephone:  (___) '

Revised 08/2006 " Page?2




2007 Renewal Application for Hospital: License No: 0019
Park Ridee Hospita) . Facility ID: 943388

Al responses shoald pertada to October 1, 2005 through Seplenaber 30, 2006. If otherwise, Sndicate the eotual reporting period used on Page 3 of this document,

Ownership Disclosure confinned. . . .

3. Vice President of Nursing and Patient Care Services:
Raren Owenshy, RN, MSN, WVice President of Clinical Services

4. Director of Planning: _Bruce Bergherm, Vice Presjdent of Business Development

s ~ Facility Data

A, Reporting Period All responses should pertain-to the period October1, 2005 to September 30,
26006, If other\mse please indicate reporting period:

B. General Information (Please fill in any blanks and make changes where necessary. )

a.  Admissions to Licensed Acute Care Beds: include responses to “a - on 3.357
page 4; exclude responses (o “2-9" on page 4; and exclude normal newborn bassinets, ?

b, Discharges from Licensed Acute Care Beds: include responses to “a - * on
page 4; exclude respenses fo “2.9” on page 4; and exclude normal newborn basginets,

3,291

¢. Average Daily Census: include responses o “a— 1" on page- 4; exclude responses
to “2-9°° on page 4; and exclude norial newborn bassinets, 34

Yes No
d.. Was there a permanent change in the total number of licensed beda dunng
the reporting period? , : X

If “Yes’, what is the current number of licensed beds? LN

If “Yes’, please state reason(s) (such as adciitions, alteralions, or
conversions) which may have affected the change in bed complement:

e. Observations: Number of patients in observation status and not admitted
as inpatients, excluding Emergency Department patients, . 928

C. Designation and Accreditation |
1. Are you a designated trauma center? Yes X __ No

2. Are you a critical access hospital (CAH)? Yes _X_ No
3. Are you a long term care hospital (LTCH)? Yes X No '
4. If this facility is accredited by JCAHO or AOA, specify the accrediting body ICAHO and
indicate the date of the last survey __ 05 /_19 /06 . A0A: 04/21/04
Revised 08/2006

Page 3




2007 Renewal Application for Hospital: License No: H0019
Park Ridee Hospital . Facility ID: 943384
All respenses should pertain to October 1, 2005 through September 34, 2006, If otherwise, indicate the actwal reporting period used on Page 3 of this document

D. Beds by Service (Inpatient ~ Do Not Include Qbservation Beds or Days of Care)
[Please provide a Beds by Seryice (p. 4) for gach hospiial campus (see G.S. 131E-176(2¢))}

Please indicate below the number of beds usually assigned (set up and staffed for use) to each of the following
services and the nurber of census inpatient days of care rendered in each unit. NOTE; If your facility has a
designated unii(s) for chemical dependency treatment and/or detoxification, please complete the patient origin
sheet pertaining to Psychiatric and Substance Abuse Services. If your facility has a Nursing Facility unit and/or
Adult Care Bed unit please complete the supplemental packet for Skilled Nursing Facility beds.

Licensed Acute Care : Licensed Staffed Annual

v . (provide details below)  Bedsasof Beds as of Censns
S September 30, | September 30, | lupt. Days

Campus ‘ 2006 2006 of Care

Intensive Care Units

Bugp * .
- Cardiac (Combined ICU/CCU/Telemetry) 14 14

Cardiovascular Surgery ‘

Medical/Surgical

Neonatal Beds Level IV ** (Not Normal Newbotn) : e

Pediatric

Respiratory Pulmonary

Other (List)

#

3378

oe M| o [0 o

Other Units

Gynecology .
Medical/Surgical *#% 40 40 - Rk 7751
Neonatal Level IIT ** (Not Normal Newborn) i ' ke
Neonatal Level II ** (Not Normal Newborn) _ ok

. Obstetric (including LDRP) 8 8 1281
Oncology ’
Orthopedics
Pediatric
Other  (List)

=N bl Pl a o

NI

~

Total General Acute Care Beds (a through r)
. Comprehensive In-Patient Rehabilitation
Inpatient Hospice
Detoxification ‘-
Substance Abuse / Chemical Dependency Treatment
Psychiatry
Nursing Pacility
Adult Care (Home for the Aged)
. Other
10. Totals (1 through 9) ' 103

¥
Rz d
ok

E=AY
)

62 12,410

ooofﬁoooo

36 12,395

10100 O a1

98 24,805
Please report only Census Days of Care of DRG’s 504, 505, 506, 507, 508, 509,510 and 511.

Per C.O.N. rule definition. Refer to Section .1400 entitled Neonatal Services. (10A NCAC 14C)

Exclude swing-bed days. (See swing-bed information next page)

Revised 08/2006 Page 4




2007 Renewal Application for Hospital:

Park Ridge Hospital

Licenge No: H001%
Facifity ID: 943388

All responses should perfain to October 1, 2685 through Septeniber 30, 2006. 3f otherwise, udicate the nctunt reporting pesiod used on Page 3 of this document

D. __ Beds by Service (Inpatient) continued

Number of Swing Beds *

Number of Skilled Nursing days in Swing Beds

Number of unlicensed observation beds

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

Services)

E.

#% There are 48 dual purpose beds, which include medical, surgical beds,
Reimbursement Source AFor “Inpatient Days,” show Acute Inpatient Days only, excluding normai newboras.)

I Inpatient Days Emergency Outpatient Same Day

Payer Source of Care Cases Cases _Surgery Cases
Charity Caré** . <.
Commercial Ins. ! 53348 4,585 15,576 2,103
Medicaid gneluding HMO) 1,608 3,242 3,034 419
Medicare (including BO) 7,771 3,983 11,686 2,423
Private Pay / Self Pay 537 3,803 995 1220
Other Gov’t. 2 146 165 44 62
Bad Debt
All other
TOTAL 12,410 15,778 32,235 5,227
% Charity Care Definition: Health care services that never were expected 10 result in cash inflows. Chanty ¢

health care services free of charge to individuals who meet certein financial critetia,

iCommcrcnl Insurance includes all forms of managed care excent Medicnid and Medicare HMO's

20ther Government includes Tricare and VA insusance programs.,
3Cases which eriginate from the Bmergency Departinent.

F. Services and Facilifjes

1. Obstetrics

>

are sesulls from a provider's poficy lo provide

Enter Number
a. Live births (Vaginal Deliveries) ey
b. Live births (Cesarean Section) 199
c. Stillbirths 2
| d. Delivery Rooms - Delivery Only {(not Cesarean Section) 0
e. Delivery Rooms - Labor and Delivery, Recovery 4
f. Delivery Rooms — LDRP (include Item “n” on Page 4) 0
g. Normal newborn bassinets (Level I Neonatal Services)
Do not inelude with tolals under the section entitled Beds by Service (Iupatient) 8
2. Abortion Services Number of procedures per Year 0

Revised 08/2006
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2007 Renewal Application for Hospital: C License No: H0019
Park Ridse Hospital Facility ID; 943388

cmmber 36, 2006, 1 otherwise, indicate the actmal reporting pesiod nsed on Page 3 of this document,

All respanses should pertain 1o October 1, 2085 through Sept

STPL

3. Emergeney Department Services (cases equal visits to ED)

Nurizver of cases/year: ___13,987

Does this include fast track/urgent care 7 Yes X . No.

If “Yes,” how many of these are ureent care?
e A e F)

Hours of Operation : Hrs with physician on duty in ER suite
From To From Te

Monday 24 hours 24 hours
Tuesday ” oo 1
Wednesday " 1
Thursday s " 1
Friday : ' < n
Saturday 1 o
Sunday M "

4. sedical Air Transport: Owned or leased air ambulance service:

a. Does the facility operate an ait ambulance service? __Yes _x No

b, If “Yes”, complete the following chart,

Type of Aircraft Number of Aiversft | Number Owned | Number Leased

Number of Transports
Rotary ]
Fixed Wing
5. Pathology and Medical Lab (Check whether or not service is provided)
a. Blood Bank/Transfusion Services X Yes __No
b. Histopathology Laboratory -~ X Yes _..No
c. HIV Laboratory Testing X Yes __.No
Number during month of September 2005
- HIVSerology . **Screening test. for employee exposures
HIV Culture ) only.
d. Organ Bank __Yes % _No
e. Pap Smear Screening ¥ Yes __No
6. Transplantation Services - Number of transplants
Type - | Number Type Number
a, Bone Marow-Allogenic i. Kidney/Liver
b, Bone Marrow-Autologous i Liver
¢. Comea 2 k. Lung
d. Heart ' l. Pancreas
e. Heart/Lung ' m. Pancreas/Kidney
. Heart/Liver n. Pancreas/Liver
. Heart/Kidney 0, Other
h. Kidney
Do you perform living donor transplants 7 ___ Yes _X _ No.
Revised 08/2006
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2007 Renewal Application for Hospital:
Park Ridge Hospital

All respon

License No: H0019
Facility ID: 943388

sponses shoukd pertain to October 3, 2005 through September 30, 2006, If otherwiss, indicate the actual reporting period used on Page 3 of this document,

7. Specialized Cardiac Services (for questions, call 855-3865 [Medicai Faciiities Planning])

(a) Cardiac Catheterization

.

1. Number of Units of Equipment

37.7%, 37,71, 37.72,

37,73, 37.74, 31.75,

Interventional 371.76, 37,77, 3779,

Cardiac 37.80, 37,81, 37.82,

Diagnostic Cardiac Catheterization- 31.83, 37.85, 37.86,

Catheterization 1€D-5- 37.87, 37.89,37.94,

ICD-9 36.01, 36,02, 36.05, -37.95, 37.96, 37.97,

37.21,37.22, 36,06, 36.07, 36.09 37.98, 31.99, 00,50,
37.23, 37.25 35.82,35.71, 35.96. | 00.51, 00.57, 00,53, 00.54

Electro-plysiology
37.26, 3727, 37.34,

L

Total Annual Number of Cases*

3. Of Total in #2, Number of Patients
Age 14 & under

4. Of Totalin #2, Number of Cases
Performed in Mobile Unit#*

One case is defined to be one visit or frip by a patient to an opetating room or catheterization

laboratory for a single or multiple procedures or catheterizations. Count each visit once regardless of . -
the number of diagnostic, interventional, and/or BP procedures performed within that visit.

Please report name of mobile vendor:

Number of operating hours per week on site:

(b) Open Heart Surgery

(utilizing heart/kung bypass machines)

I. Number of Dedicated Open Heart Surgery

“Operating Rooms

2. Number of Heart-Lung Bypass Machines

3. Total Annual Number of Procedures

4. Of total in #3, Number of Procedures on Patients

Age 14 & under

Revised 08/2006
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2007 Reacwal Application for Hospital:
Park Ridge Hospital ’

License No: H0019
Facility ID: 943388
- All responses should pertain to Outober 1, 2005 through September 30, 2006, H otherwise, indicate the actual seporting period used on Page 3 of this dotument,

8.

Surgical Operating Rooms and Gastrointestinal Endoscopy Rooms with Cases

a) Surgical Operating Rooms and Cases

[1] Please report Surgical Operating Rooms built to meet the s

the Construction Section of the Division of Facility Services,
These surgical operating rooms inctude rooms located in Ob
performed in these rooms diring the reporting pericd, Count each
the number of surgical procedures petformed while the patient was in the operating room.

pecifications and standards for operating rooms required. by

‘and which are fully equipped to perform surgical procedures,
stetrics and surgical suites. Please teport the number of cases

patient undergoing smgery es one case regardless of

NOTE: If this License includes more than one campus, please submit the Cumulative Totals and COPY this
sheet and Submit 2 duplicate of this page for sach campus.

(Camypas -~ If wiultiple sites:

)
*-Of the Rooms
Nuamber in ColumaiBl, |  Inpatient | Ambulatory
Type of Room of Rooms the number Cases Cases
. “MNot in Use”
[A] (8] [ [D] (£}
Dedicated Open Heart Surgery (from 7b)
Dedicated C-Section
Other Dedijcated Inpatient Surgery
Dedicated Ambulatory Surgery . ‘
Shared - Inpatient/ Ambulatory Surgery 6 0 1.348 4,536
Total of Surgical Operating Rooms & Cases L
(Columns [D] & [E] shonld equal Totals in §(d)) 6 0 1,348 4,536

{2] Does this facility have additional surgical operating rooms (i.e., Dot listed above) that are being developed pursuant
to a Ceriificate of Need or pursuant {0 the exemption provided in Senate Bill 7147

If *Yes,” please list the Types of Rooms and Number of Rooms being developed:

Yes

X ___No

b)

Gastrointestinal Endoscopy Rooms and Cases
T1] Report the number of Gastreintestinal Endoscony Rooms and the number of cases

teporting period. (NOTE: Other procedure rooms should be included

Count gach patient as one case regardless of the number of
GI endoscopy room. For GI Endoscopy Rooms, please

performed in these rooms during the
in Section 9 on Page 10 of this application.)
gastrointestinal procedures performed while patient was in the
also report the Total Number of G Procedures performed.

Number Of the Rooxs Inpatient | Ambulatory | Total Number
Of Rooms in Coluymn [8], Cases- Cases of Procedures
R the number
Type of Room “Not in Use” ]
[A} 8] e )] [E]
Gastrointestinal Endoscopy Roowmss & Cases GI: Gl GL
: '189 712 901
1 0 Non GI+ Noti(él?’ Non SF
{2} Does this facility bave additional Gastrointestinal Bndoscopy Rooms (i.e., not listed above) t‘hat are being
developed pursuant to a Certificate of Need or pursuant to the exemption provided in
Senate Bill 7147 : Yes X No

If *“Yes,” please list the Number of Rooms being developed:

Revised 0872006
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S

2007 Renewal Application for Hospital: : License No: H001¢
Park Ridse Hosnital Facility 1D: 943388
Al responees should pertain 1o October 1, 2005 throngh September 30, 2006. I otherwise, indicate the actual reporting pericd used on Page 3 6f this documest.

8. Surgical Operating Rooms and Gastrointestinal Endoscopy Reoms with Cases confinued

¢} Average Room Availability and Average Case Times;

“Resource Hours™ * Average Averape
(Average Hours per | “Case Time” % “Case Tin%e” o
Room per Day in Minutes Ry
Type of Room Routinely Scheduled for Inpatient | in Minutes F
for Use) Cases for Ambulatory Cases

Surgical Operating Rooms - 8 ' %0 60
Gastrointestinal Endoscopy Rooms : 4

4 30 - 30

“Resource Hours” = Average numbst of hours per Room per Day routinely scheduled to be avaiiable for

performance of procedures. (Example: 2 rooms @ 8 hours per day plus 2 rooms @ 10 hours per day equals 36
hours pet day; divided by 4 rooms gauals an average of 9 hours / per room / per day.)

Wt “Case Tirse” = Time from Room Set-up Start to Room Clean-up Finish, Definition 2.4 from the “Procedural
Times Giossary” of the AACD, as approved by ASA, ACS, and AORN. NOTE: This definition includes all of the tine
for which a given procedure requires an OR/PR. It allows for the different duration of Reom Set-up and Room Clean-up
Times that occur because of the varying supply and equipment needs for a particular procedure, For purrposes of scheduling

and efficiency analyss, this definition is ideal because it includes all of the time that an OR/PR nuist be reserved for a given
procedure.

d) Surgical Specialty - Of the cases in Surgical Operafing Reoms (Item 8.2.[1)), enter the number of cases by
surgical specialty area in the chart below:

» Specialty Area Inpatient Cases Ambulatory Cases |
Cesarean Sections 192 ...
Cystoscopy :

Endoscopy (alt endo types pesformed in Surgical
Operating Room)
General . . T4 ‘ 547
Gynecology ‘ 176 146
Neurosurgery/Spine 199 , 292
Open Heart
Ophthalmology 2 1,370
Oral Surgery ) ; . 19
Orthopedics ) 379y 1,475
Otolaryngology 10 147
Plastic Surgery
Podiatry , 2 71
Thoracic (ather than open heart) 3
Urology % 374
Other (Specify) { Oncology/vasculay 20 45
Total Surgical Operating Room Cases

(Totaly sgkould egI:)ml total];g 8.af1], columns D & E) 1,348 4,536
Revised 082006 '
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2007 Renewal Application for Hospital: License No: H0019
Park Ridge Hoespital . Facility ID: 943388

All cesponses should pertain to October 1, 2005 threugh September 30, 2006, I oberwise, indicate the acival reporting period used on Page 3 of this document.

9.  Non-Gastrointestinal Procedure Rooms and Cases

‘Please report only rooms or cases not reported in 8a or 8b: Other rooms not equipped or meeting all
the specifications for an operating room, dedicated to the performance of procedures other than
gastrointestinal endoscopy. (Do net list a room for more than one use). Please note: Any procedures
performed in these rooms should not be billed as having occurred in an operating room or reported

in 8 as procedures performed in an operating room. Tases: Count each patient as one case regardless
of the number of procedures performed while patient was-in the room.

) Number Inpatient Ambulatory
Use of Rooms Cases Cases

Cast Procedures

Cystoscopy

Endoscopies (other than GI Endoscopies) unless
they were performed 1n a sureical operating room

Lithotripsy

Special Procedures/Angiography (neuro &
vascular but not including cardiac cath.)

Sutures

YAQG Laser

Other (Specify)

Totals

Revised 08/2006 Page 10



2007 Renewal Application for Hospital:
Park Ridge Hospital

License No: 0019
Facility 1D: 943388

All responses should pertain 1w October 1, 2005 through September 30, 2606, If ézherwise, indicate the actual reporting period used on Page 3 of this docnment.

102, Diagnoestic fmaging and Lithotripsy Data

Indicate the number of machines/instruments and the number of the following types of procedures
petformed during the 12-month reporting period at your facility. For Hospitals that operate medical
equipment at multiple sites, please provide a separate page for each site.

[FiXed Equipmoent

Imaging

(Exclude Research & Polloy AG-3 Units)

No. of Procedures

Nou. of MR Procedu

of Unils || inpatient | Outpatient|l Yotal i With Contrast | Withou! Contrast
loT Scannsr : 1 131,908 16,391 118,299 || orsedation ot Setation 4
IRl SkyLand 1 1,567 31,567 1,418 1,567
J[Opon MFIScanners ncided In fow above
{[Mammogram 1 2,815 29 §2,844
{iother radiographic § fluoroscopic (See Note Below) | No. of MBI Procedures
{intobile Equipment Number |  No, of Procedures. With Contrast | Without Contrast
il 1dentify Vendor/Owner in space () below: || of Units || inpatlent | Outpatient]]” Total orSedation {  orSedation Total
MRi 1 (GE LX Echospeed ) 1
MR 2 ( }
\CT Soan { )
| Nuclear Medicine Number || No. of Frocedures Notet Totals of MR fnpatients and
erd Equipment of Unlts Hinpafient | Outpatient|| Total [outpatients should equal MRT totals with
Dedicated PET Scanner ' and without contrast or sedation
|[Coincidence Camera
HSPECT
{Gamiha Camera /Spoct 1 726 i 1291
Wbﬂe Eguipment Nm;;ber‘ No. of Procedures
n fdantity Vendar/Owner in space () below: of Units | npatient | Cuipatient
{iDedicated PET Scanaer ( Alliance Imadl, 1 - 92
lcoineidence Gamera (
Numher No. of Procedures -No. of Procedures *
_ of Units | npatient | Outpatientl| Total Clinica Research Total
) [WRI pwsuant to Pollcy AC-3;
ﬂDzhe: Human Research MRI Seanner
uPET pursuant to Policy AG-8
s No, of Procedures
- Lithotripsy v Number Note: Totals of MRT inpatients and outpatients
[Identify Vendat/Owner in space () below:] || of Units [l ynpatient | Outpatient]] Total should equal MRT totals
: ) ] for clinical and h edur
|[Mobile ( Prime Medical ) 0 5 5T

MRI procedure is defined as a single discrete MRI study of one patient (single CPT coded procedure). An MRI study means

one or more scans relative to a single diagnosis or symptom. NOTE: Please Report ALL Angiagraphy procedures on page 10,
in Table © under Spccxa! Procedures/Angiography Rooms.

PET procedure is defined as a single discrete PET scan of a patient (single CPT coded procedure), not
counting other radiopharmaceutical ox supply charge codes.

Revised 08/2006
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2007 Rencwal Application for Hospital: License No: 10019
Park Ridee Hospital . Facility ID: 943382
All yesponses should pertain to October 1, 2005 through September 36, 2006. I atherwise, indicate the actual reporting period used on Page 3 of this document,

10b. MRI Procedures by CPT Codes

WMRI Procedures by CPT Code

CPT Code CPT Description Number of Procedures
70336 MRI Temporomandibutar Joint(s) '

70540 MRI Orbit/Face/Neck wio

70542 MRI Obit/Face/Nack with contrast

70543 MRI Orbit/Face/Neck w/o & with

70544 MRA Head w/o 48
70545 MBA Head with contrast

70546 MRA Head w/o & wiih 2
70547 MRA Neck w/o 1
70548 MRA Neck with contrast

70548 IMBA Neck w/o & with 14
70551 MBI Brain wio 160
70552 MR Brain with contrast '
70553 MR Braln w/o & with 459
7055A 1AC Screening

71550 MRI Chest w/o ?
71551 MRt Chest with confrast

71552 MR Chest w/o & with 9
71655 MBRA Chest with OR without contrast

72128 Cervical Spine Infusion only

72141 MRI Cervical Spine wio 360
72142 MRI Cervical Spine with contrast

72156 MRI Cervical Spine w/o & with . 4l
72146 MRI Thoracle Spine w/o 69
72147 MRI Thoracic Spine with contrasi ‘

72157 MRI Thoracic Spine w/o & with 32
72148 MRI Lumbar Spine w/o : 379
72149+ IMRI Lumbar Spine with contrast

72158 MRI Lumbar Spine w/o & with 107
72159 MRBA Spinal Canal w/o OR with contrast

72185 MRI Pelvis w/o 24
72196 MRI Pelvis with contrast 1
72197 MRI Pelvis w/o & with 30
72198 MRBA Pelvis w/o OR with Contrast 1
73218 MRI Upper Ext, other than joint w/o 11
73219 MR Upper Ext, other than joint with contrast ; '
73220 MRI Upper Ext, other than joint w/o & with 8
73221. MBI Upper Ext any joint w/o 168
73222 MRI Upper Ext any Joint with contrast 36
73223 MRI Upper Ext any joint wfo & with 5
78225, IMBA Upper Extwio ORwithcontrast b
] Subtotal 1,980

Revised 08/2006 Page 12



2007 Renewal Application for Hospital:

Park Ridge Hospifal

License No: 0019
Facility ID: 943388

Ali responses should pertain to October 1, 2005 theough September 36, 2006, §f otherwise, indicate the zetyal reporting period used on Page 3 of this document,

10b. MRI Precedures by CPT Codes confinued. . . . .

MRI Procedures by CPT Code
CPT Code CPT Description Number of Procedures
73718 MBI Lower Ext other than joint w/o 33 °
73719 MR Lower Ext other than joint with contrast ‘
73720 MRI Lower Ext other than joint w/o & with 43
73721 MRI Lower Ext any joint wio . 308
73722 MRI Lower Ext any joint with contrast 6
73723 MRI Lower Ext any-joint w/o & with 15
73725 MRA Cower Ext wio OR with contrast 1
174181 MRI Abdomien w/o 38
74182 MBI Abdomen with contrast
74183 MRI Abdomen w/o & witly ) 24
74185 MRBA Abdomen w/c OR-with contrast i7
756552 MBI Cardiac Morpholagy w/o '
78553 MRl Cardiac Morphology with contrast
75584 MR Cardiac Function Complets
75555 MR Cardiac Function Limited
75566 MR Cardiac Velocity Fiow Mapping
76093 MRI Breast, unilateral w/o and/or with contrast
76094 MBI Breast, bilateral w/o and/for with contrast 49
76125 Cineradiography to complement exam
76375 MR 8-D Reconstruction
76390 MR Spectroscopy
176393 MRl Guidance for needle placement
176394 MRB! Guidance for fissue ablation
78400 MRt Bone Marrow blood supply
7B49A MR functional imaging
76490 . |MAI infant spine comp w/ & w/o conirast
7649E . [Spine (infants) w/o infusion
7648H MR functional imaging
N/A Clinlcal Research Scans
. Total Number of Procedures 2,514
Revised 08/2006
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2007 Renawat Application for Hospita:

License No: 30019
Park Ridge Fospital Facifity ID: 943388
All responses should perl'ain_to October 1, 2005 through Septensher 30, 2006. F otierwise, indieate the actuat reporting period used on Page 3 of tiis docwment.
10b. MRI Procedures by CPT Codes  SKYLAND FIXED MRI
MRI Procedures by CPT Code
CPT Code CPT Description Nurmber of Procedures
70336 WRI Temporomandibular Joini(s) 2
170540 MBI Orblt/Facefieck wio
70542 MBI Crbit/Face/Nack with contrast
70543 MB!I Orisit/Face/Neok wio & with i
70544 MRA Head w/o 12
170545 |MRA Head with contrast
70546 MRA Head wfo & with
70547 “iMBA Neck wio
70548 MRBA Neck with contrast
70549 MRA Neck wio & with
70551 MRI Brain w/o 1
70552 MRI Brain with contrast 38
170553 ME| Brain w/o & with 1
7055A IAC Screening 27
71550 MR Chest wio
715561 MRI! Chest with contrasl 2
71652 MRI Chest w/o & with
715655 MRA Chest with OR without contrast
72126 Cervical Spine Infusion only
72141 MRI Cetvical Spine w/o 163
72142 MRI Cervical Spine with contrast i
72168 MBI Cervical Spine w/o & with 10
72146 MR Thoracic Spine w/o 4%
72147 MRI Thoracic Spine with contrast
72157 MRI Thoracic Spine w/o & with 1
72148 MR Lumbar Spine w/o 313
72149 MR Lumbar Spine with contrast
72158 MR Lurmbar Spine w/o & with 88
72159 MRA Spinal Canal w/o OR with contrast
72195 MRI Pelvis wlo 26
72196 MRI Pelvis with contrast
72197 MR Pelvis w/o & with 3
72198 MRA Pelvis w/o OR with Contrast
73218 MRI Upper Ext, other than joint w/o 13
73219 MRI Upper Ext, other than joint with conirast -1
73220 MRI Upper Ext, other than joint w/o & with
73221 MRI Upper Ext any joint w/o 224
73222 MR Upper Ext any joint with contrast
73223 MRI Upper Ext any joint w/o & with
73225 MRA Upper Ext w/o OR with contrast
r--"—""*'"""'"'"-""“*—"“"'""""“'-“""é&ggt;;—"“—“'mgﬂfy-~---
Revised 0872006
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. : £
2007 Renewal Application for Hospitak: License No: F0019
Park Ridge Hospital

Facllity ID: 943388
All respouses sbould periain to Oetober 1, 2005 fivough September 39, 2006, I ofhierwise, indiente the aclual reporting period used on.Page 3 of s document.

16b, MR Procedures by CPT Codes continued. . ...

MRl Procedures by CPT Code

CPT Code CPT Description Number of Procedurss

73718 MRI Lower Exi other than joint w/o 347

73719 MRI Lower Ext other than joint with contrast

73720  IMRI Lower Ext olher than joint w/o & with 7

737213 MBI Lower Ext any joint w/o ‘ a4

73722 MR! Lewer Ext any joint with contrast i

73723 |MRI Lower Ext any joint w/o & with 5

73725 MRA Lower Ext w/o OR with contrast

174181 MRI Abdomen w/o ' 1

74182 MBI Abdomen with contrast

74183 MR Abdomen w/o & with 1

74185 MRA Abdomen w/o OR with conirast 1

75552 MR Cardiac Morphology w/o

76553 MRI Cardiac Morphology with conbrast

75564 MRI Cardiac Function Complete

75555 MRI Cardiac Funcfion Limiled

75566 MBI Cardiac Velocity Flow Mapping

76003 MRI Breast, unflaieral w/o and/or with conirast

76094 MRI Breasi, bilateral w/o and/or with contrast

76125 Cineradiography to complement exam

76375 MR 3-D Reconstruction

76380 MRI Spectroscopy

76383 MRI Guidance for needle placement

76394 MR Guidance for tissue ablation

76400 MRI Bone Marrow blood supply

7649A MR functional imaging

76490 MRI Infant spine comp w/ & w/o contrast

7B49E Spine (Infants) w/o infusion

7649H MR functional imaging

N/A Clinlcal Research Scans

: Total Number of Procedures 1.567

Revised 08/2006
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2007 Renewal Application for Hospital:
Park Ridee Hospital

License No; F10919
Facility ID: 843288

All responses should pertain 1o October 1, 2005 through September 30, 2806, If otherwise, indicale the actual reporting period used on Page 3 of this document,

11. Radiation Oncology Treatment Data

Nuomtber of ESTVs/ Total
CPT Déscription Procedures | Procedures ACR
Code Under ACR ESTVs
Sizmple Trectment Delivery!
77401 | Radigtion treatment delivery 1.00
77402 | Radiation treatment delivery (<=5 MeV) 1.00
77403 | Radiation treatment delivery (6-10 MeV) 1.00
77404 | Radiation treatment delivery (11-19 MeV) 1.00
77406 { Radiation treatment delivery (>=20 MeV) 1.00
Intermediate Treatiment Delivery:
-77407 | Radiation treatment delivery (<=5 MeV) 1.00
77408 1 Radiation treatment delivery (6-10 MeV) 1.00
77409 | Radiation treatment delivery (11-19 MeV) 1.00
7411 | Radiation treatment delivery (>=20 MaV) 1.00
Complex Treatment Delivery:
77412 | Radiation treatment delivery (<=5 MeV) 1.00
177413 | Radiation treatment delivery (6-10 MeV) 1.00
77414 | Radiation treatment delivery {(11:19 MeV) 1.00
77416 | Radiation treatment delivery (>= 20 MeV) 1.00
Sub-Total
| For the increased time required for special techniques, ESTV values are indicated below: ]
77417 | Additional field check radiographs .50
77418 | Intensity modulated radiation treatment 1.00
(IMRT)delivery
77432 | Stereotactic radiosurg, treatment mgmt 3.00
Linear Accelerator
77432 | Sterectactic radiosurg. Treatment mgmt. 3.00
Gamma Knife
Total body irradiation 2.50
1 Hemibody irradiation 2.00
Intraoperative radiation therapy 10.00
{conducted by bringing the anesthetized
patient down to the linac)
Neutron and proton radiation therapy 2.00
Limb salvage irradiation 1.00
Pediatgic Patient under anesthesia 1.50
Sub-Total

TOTALS:

Note: For special techniques, list procedures under both the treatment delivery and the specigl techniques sections.

Revised 082006
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2007 Renewal Application for Hospital: License No: H0019
Park Ridge Hospital Facility ID: 943388
All responses should perlain to October 1, 2005 through Septerber 30, 2006, If otherwise, indicate the actual reporiing period used on Page 3 of this document

12. Radiation Oncology Treatment Data continned

a. § Number of unduplicated patients who receive a course of radiation oncology

treatments (patients shall be counted more than once if they receive addm onal courses
of treatment)

b. } Total number of Linear Accelerator(s)
¢. | Number of Lineat Accelerators configured for stereotactic radxosurgery

12, Telemedicine
a, Does your facility utilize telemedicine to have images read at anether facility? _YES

b. Dees your facility read telemedicine images? NO

13. Additional Services:
a) Check if Service(s) is provided:

Check Check
1. Cardiac Rehab Program 5. Rehabilitation Outpatient Unit
(Outpatient) ' X : p
2. Chemotherapy X 6. Podiatric Services X
3. Clinical Psychology Services 7. Genetic Counseling Service
4. Dental Services 8, Acute Dialysis

Number of Acute Dialysis Stations

b) Hospice Inpatient Unit Data:

Hospital-based hospice units with licensed hospice beds. List each cousity served and report all patients
by county of residence. Use each patient's age on the admission day to the Licensed Hospice Inpatient
Facility. For age categories count each inpafient client only once.

Total
Countyof |Aged-| Age | Age | Age | Age | Age | Age I)T‘f‘a‘ Days '
Residence | 17 18-40 | 41-59 | 60-64 | 65-74 | 75.84 | 854 |FYatienis]  of | Deaths

1 Sexved | Care

Out of State

Total AR
Ages
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2007 Renewal Application for Hospital: ~ License No: H0019
Park Ridpe Hospital Facility ID: 943388
AH responses should pertain o October 1, 2005 through September 3@, 2006, Il otherwise, indicate the actuad reporting period wsed on Pags 3

of this document,

13. Additional Services; confinued

¢) Mental Health and Substance Abuse
1. Tf psychiatric care has a different name than the hospital, please indicate:

Hope Behavioral Health Services
2. If address is different than the hospital, please indicate:

3. Director of the above services,
Rebecca M. Mayer, R.N., Ph. D.

Indicate the program/unit location in the Sexvice Categories chart below. If it is in the hospital,
include the room number. If it is located at another site, include the building name, program/unit name
and address. : _

Service Categories: All applicants must complete the following table for all mental health services
which are to be provided by the facility. If the service is not offered, leave the spaces blank.

Rule 10A NCAC 27G Licensure Rules Location of Beds Assigned by Age’
For Mental Health Facilities Services

0-12 1327 | Subtotal | 1B &up ! Total Beds
0-17 :

.1100 Partial hospitalization for individuals who , ‘
are acuiely mentally ilL. In-Patient J
1200 Psychosocial rehabilitation facilities for '
indjviduals with severe and persistent mental illpess
1300 Residential treatment facilities for children
and adolescents who are emotionally disturbed or
have a mental illness ]
1400 Day treatment for children and adojescents :

with emotional or bebavioral disturbances

1500 Intensive residential treatment facilities for
children & adolescents who are emotionally
disturbed or who have a mental iliness

Rule 10A NCAC 13B Licensure Rules Location of Beds Assigned by Age

For Hospitals Services 012 13-17 | Subtotal | 1§ & up §| Tolal Beds
j 0-17

.5200 Dedicated inpatient unit for individuals who ‘
have mental disorders ' FRH 4 4
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2007 Renewal Application for Hospital:- License No: H0019
Park Ridge Hospital Facility ID: 943388
Al responses should pertain o Octeber 1, 2005 through Seplensber 39, 2006. I otherwise, indicate the actual reponing period wsed on Page 3 of this docwment.

13. Additional Services: continued

¢) Mental Health and Substance Abuse continued

Rule 16A NCAC 27G Licensure Rules Location of

Beds Assigned by Age
for Substance Abuse Facilifies

Services

812 1 1317 Subtotal | 18 &up || Total Beds
8-17 -

.3100 Nonhospital medical detoxification for
individuals who are substance abusers

3200 Social setting detoxification for substance
abusers

.3300 Outpatient detoxification for substance
abugers

.3400 TRestdential treatmentf rehabilitation for
individuals with substance abu