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Comments on Novant Health Monroe Outpatient Surgery, LLC 
 

submitted by 
 

Union Health Services, LLC 
 
In accordance with N.C. GEN. STAT. § 131E-185(a1)(1), Union Health Services, LLC (UHS) submits the 
following comments related to competing applications to develop an additional operating room in 
Union County. UHS’s comments include “discussion and argument regarding whether, in light of the 
material contained in the application and other relevant factual material, the application complies with 
the relevant review criteria, plans and standards.” See N.C. GEN. STAT. § 131E-185(a1)(1)(c). In order to 
facilitate the Agency’s review of these comments, UHS has organized its discussion by issue, noting the 
general CON statutory review criteria and specific regulatory criteria and standards creating the non-
conformity relative to each issue, for the following application: 
 

F-11343-17 Novant Health Monroe Outpatient Surgery (NHMOS) 
 
GENERAL COMMENTS 
 
Novant Health was awarded a CON in 2006 to develop a one room ambulatory surgery center (ASC) in 
Union County (Project ID # F-7310-05).  That facility, now referred to as NHMOS, opened in 2009.   On 
January 31, 2013, NHMOS closed.  For the last four and a half years, NHMOS has served no patients, 
provided no care of any level of quality, and offered no access to the underserved or to any resident of 
Union County.  Moreover, NHMOS has reduced the value of healthcare by abandoning a facility for four 
and half years that had an approved capital cost of $4.7 million.  Over that same time period, UHS’s 
ambulatory surgery center, Union West Surgery Center (UWSC), has performed approximately 10,000 
operating room cases, been named a Top Performer for patient experience in outpatient surgery by 
Press Ganey, and provided patients with lower cost access to freestanding ambulatory surgery services.  
Both NHMOS and UHS seek to add an operating room pursuant to the need determination in the 2017 
State Medical Facilities Plan (SMFP).  UHS believes it has presented a compelling application to develop 
the operating room.  By contrast, NHMOS’s application is unprecedented in the history of the North 
Carolina Certificate of Need program.  UHS is not aware of any other applicant that has sought to 
develop additional capacity despite having abandoned its existing capacity.  In addition to NHMOS’s 
unprecedented request, there are several factors which show that UHS is the more effective applicant 
for the operating room: 
 

 UHS is the only applicant that is actively seeking physician investors.  As noted in its application, 
UHS believes that physician ownership has numerous benefits for quality of care and patient 
satisfaction; 

 UHS is the only applicant that proposes to develop additional capacity in the western part of the 
county, which is projected to experience higher growth than the county overall, only has two 
operating rooms, and represents 80 percent of the total county population; and,  

 UHS is the only applicant that addresses the core need in the 2017 SMFP: additional surgical 
capacity based on surgical volume growth and a deficit of operating rooms at UWSC and 
Carolinas HealthCare System Union.  Of note, the 2017 SMFP designated NHMOS as a 
“chronically underutilized facility.” 
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UHS also believes that it is the only applicant that has demonstrated conformity with the statutory and 
regulatory review criteria and is, therefore, the only applicant that can be approved.  The following 
sections provide the detailed comments on NHMOS’s application. 
 
APPLICATION-SPECIFIC COMMENTS 
 
Despite its refusal to serve the residents of Union County over the last four and half years, NHMOS 
argues in its application that it needs to spend an additional $8.5 million to develop an additional 
operating room and procedure room.  NHMOS states that the “project will meet the demand for 
expanded surgical services in Union County, and improve access to surgical services for a growing 
population by providing a lower cost freestanding surgical option in the market for Novant Health 
patients” (page 24).  NHMOS could have met this need at any time over the last four and half years had 
it not closed.  Within the more than 1,000 pages of NHMOS’s application, there is only one sentence 
that addresses why it has not met this need: “NHMOS was experiencing difficulty attracting surgeons to 
a surgical facility with only one operating room and after several years of operation, Novant Health 
determined that a freestanding ambulatory surgical facility with only one operating room could not be 
financially viable” (page 46).   UHS warned of the likelihood of such an outcome in its comments during 
the 2005 review.  Despite UHS’s comments, Novant argued the contrary position in 2005 CON 
application and sworn statements by its representatives.   
 
In its approved 2005 CON application to develop NHMOS, Novant Health stated that there was a need 
for a one room ASC and that it would be financially feasible.  That application included a letter from 
Novant Health’s Chief Financial Officer, Dean Swindle, stating that, “[t]here are sufficient reserves to 
fund this project, including the associated start up costs for this project” and that “[t]he proposed project 
will effectively serve the growing ambulatory surgical needs of the population of Union County and is a 
timely and logical compliment to the array of health care services offered by the Novant Health Southern 
Piedmont Region” (Exhibit 20).  The financial statements included in that application indicated positive 
net income in each of the first three years of operation of the project for a total of over half a million 
dollars.  Yet, in its currently proposed application, NHMOS states that a one operating room facility is 
unviable and Novant Health cannot support it financially.  
 
Novant Health’s 2005 CON application included letters of support from approximately 26 surgeons and 
proceduralists indicating their support for the proposed one room ASC and intention to use the facility 
for their cases.   In response to Section V.3(a), Novant Health provided the following response in its 2005 
application: 
 

Describe the efforts made by the applicant to involve physicians and other medical 
personnel crucial to the viability of the proposal in the planning phase of the project? 
 
Dr. Stephen Wallenhaupt, Executive Vice President of Medical Affairs for Novant 
Southern Piedmont Region has been involved in the planning of the proposed facility and 
has discussed the project with other physicians. In addition, representatives of 
Presbyterian Healthcare, and in particular, Presbyterian Hospital Matthews, discussed 
the project with physicians in Union County. Please see Physician Letters of Support 
found in Exhibit 16. 
 
See 2005 Novant Health Application, page 42. 
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Yet, in its currently proposed application, NHMOS states that a one operating room ASC has difficulty 
attracting surgeons.   
 
At the public hearing for the 2005 CON application, Novant Health’s representative, Steven 
Wallenhaupt, Executive Vice President of Medical Affairs, Southern Piedmont Region, stated: 
 

 “Presbyterian SameDay Surgery Center at Monroe, LLC (SDSC Monroe) proposes to 
develop SDSC Monroe, a freestanding multi-specialty ambulatory surgery center with 
one ambulatory surgical operating room located at the corner of Windmere Drive and 
US Highway 74 in Monroe in Union County in response to the need identified in the 2005 
State Medical Facilities Plan for one additional operating room.  I have been involved in 
the planning of the proposed facility and have discussed the project with other 
physicians.  In addition, representatives of Presbyterian Healthcare, and in particular, 
Presbyterian Hospital Matthews, discussed the project with physicians in Union County 
and they are in support of this project.  I have been part of the planning process for SDSC 
at Monroe and believe it will enhance the delivery of surgical care for Union County 
residents”  
 
Emphasis added. See Attachment 1.  

 
Clearly, Novant Health, as well as its supporting physicians indicated that a one room ASC was needed 
and would succeed.   
 
In sworn deposition testimony during the discovery phase of the contested case on the 2005 review, 
Novant Health’s expert witness and the author of its 2005 CON application was asked about the 
projected utilization of the proposed one operating room ASC: 
 

Question [Mr. Gary Qualls, Union Health Services Counsel]:  Okay. And also, likewise, 
though, that 20 percent market share and the utilization projections for Sameday 
Surgery, did -- did that factor in any assumption about how much Same Day Surgery 
Center Monroe would cut into the market share of Presby's other facilities or Novant's 
other facilities? 
 
Answer [Ms. Nancy Bres-Martin, Novant Health’s expert witness and CON author]: We 
did not assume that. We looked at -- we're putting a surgical center in a market where 
there's a defined need, where we have very strong physician support, where there is a 
population that is ready to use this. We assumed we would get an equal share based 
upon the percentage of the, you know, surgical capacity that we represented. 
 
Emphasis added. See Deposition Testimony for Nancy Bres-Martin, 159:4 to 159:15, 
included as Attachment 2. 

 
As shown above, Novant Health asserted that its facility’s projections were reasonable based on the 
need in the market and “strong” physician support.  Of note, the Agency relied on Novant Health’s 
assertions of physician support in approving the 2005 CON application.  In its analysis of Criterion 3, the 
Agency stated: 
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SDSC Monroe is proposing to develop a new licensed ambulatory surgical facility with 
one operating room and locate it in Monroe.  SDSC Monroe will be a wholly owned 
subsidiary of Presbyterian Healthcare Corporation, which also owns SameDay Surgery 
Center at Presbyterian in downtown Charlotte. On page 22 of the application, the 
applicant states that it anticipates 11 physicians will be credentialed to use SDSC Monroe 
including two gastroenterologists, one general surgeon, two ob/gyns, four ENTs, one 
orthopedic surgeon and one urologist . . . 
 
The applicant projects to perform 8.6 procedures per ambulatory surgical operating 
room per day, which exceeds the threshold of 4.8 surgical cases per day. Further, 
Presbyterian does not own any other facility in Union County, which is the proposed 
service area as defined in the 2005 SMFP. To further support its projections, the 
applicant included letters from physicians indicating their intent to perform ambulatory 
surgical procedures at SDSC Monroe, in Exhibit 16. 
 
Pages 3 and 8 of Agency Findings for 2005 Union County OR Review. See Attachment 3 
for excerpts. 

 
Of note, while Novant Health stated in its application that 11 physicians would be credentialed to use 
the facility, its License Renewal Applications (included in Exhibit 21 of NHMOS’s current application) 
consistently showed a medical staff of 33 to 46 physicians (excluding anesthesiologists) over its years of 
operation.  Clearly, physicians were willing to join the medical staff at NHMOS.   
 
In the 2005 review, the Agency was further persuaded by Novant Health’s historical provision of care to 
residents of Union County stating:  
 

Presbyterian Hospital Matthews is a related entity of the applicant and is located in 
Mecklenburg County, near the Union County border. According to the 2005 Hospital 
License Renewal Application for Presbyterian Hospital Matthews, the hospital provided a 
total of 9,343 ambulatory surgical and endoscopy cases in its shared operating rooms. 
Of the 9,342 cases, 3,109 or 33% of the patients were from Union County. Therefore, it is 
reasonable to assume that Presbyterian's proposed facility, SDSC Monroe, would serve 
2,241 patients in the third year of operation, since all 2,241 patients are expected to be 
from Union County.  
 
Emphasis added. Page 7 of Agency Findings for 2005 Union County OR Review. See 
Attachment _ for excerpts. 

 
Despite Novant Health’s statements, sworn testimony, historical provision of care to Union County 
residents, and medical staff, the facility failed to meet the utilization projections assumed in the 2005 
application.  As shown in the table below, Novant Health projected to perform more than 2,000 cases 
annually at the facility.   
 

Operating Cases Projected for NHMOS in 2005 CON Application 

 Project Year 1 Project Year 2 Project Year 3 

Operating Room Cases 2,084 2,182 2,241 

Source: Project ID # F-7310-05. 
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However, during the five years it was operational, NHMOS never performed more than 787 cases a year, 
which correlates to no more than 35 percent of its projected year three volume. 
 

NHMOS Actual Operating Room Cases 

 FFY09 FFY10 FFY11 FFY12 FFY13 

Operating Room Cases 162 532 703 787 279 

Source: Exhibit 21 of current NHMOS application.  

 
Simply put, the actual experience of NHMOS was vastly different1 from what was projected, sworn to, 
and publicly stated by Novant Health.  Given this discrepancy, the Agency should closely consider the 
reasonableness and support for NHMOS’s current application.  UHS believes that such a review will 
reveal that NHMOS’s current application, similar to its 2005 application, is unreasonable and 
unsupported for numerous reasons, as outlined below, and should not be approved. 
 
In addition to the closure of NHMOS, Novant Health has also historically failed to develop approved 
ASCs.  As noted above, NHMOS argues that it closed NHMOS because it “determined that a freestanding 
ambulatory surgical facility with only one operating room could not be financially viable” (page 46).  
However, Novant Health has also failed to-date to develop two other approved ASCs, Same Day Surgery 
Center New Hanover (SDSCNH) and Same Day Surgery Center Franklin (SDSCF), both of which were 
approved for two operating rooms. 
 
As noted in the Agency Findings in the 2016 Brunswick County Operating Room Review,  
 

SDSCNH was approved to develop a separately licensed ambulatory surgical facility with 
two operating rooms in New Hanover County, effective October 2007. Over four years 
later, having not developed the project, and pursuant to a July 2, 2012 declaratory 
ruling, New Hanover Regional Medical Center acquired 100% of NH’s interest in the 
proposed SDSCNH to develop the ORs in the hospital, not as a separately licensed 
ambulatory surgery center, as approved. Therefore, [Novant Health] did not develop the 
CON-approved ambulatory surgical facility in New Hanover County. 
 
SDSCF was approved to develop a freestanding ambulatory surgery center in Franklin 
County, effective December 29, 2009. Approximately four years later, having not 
developed the project, [Novant Health] submitted a change of scope and cost overrun 
CON application, Project ID # K-10229-13, to relocate one OR from Novant Health 
Franklin Medical Center for a total of two ORs at the previously approved ASC in Franklin 
County. This project was approved effective December 3, 2014. In September 2016, per 
SDSCF’s progress report dated September 21, 2016, the development of the project had 
not begun and [Novant Health] was still in discussions with a possible joint venture 
partner. The Agency received prior written notice, dated November 22, 2016, stating 
Duke University Health System’s intent to acquire 100% of the membership interest in 
SDSCF, the [Novant Health] LLC which has CON approval to develop a two-OR 

                                                           
1
  By contrast, in its approved application to develop its facility (Project ID # F-8322-09), UWSC projected to 

perform 2,494 operating room cases in project year three and it exceeded that in its third and fourth full 
fiscal years of operation (Calendar Year 2015 and 2016).  Please see page 39 of UWSC’s currently 
proposed application. 
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ambulatory surgery center in Franklin County. On March 30, 2017, the Agency received 
its most recent progress report on this project, which states a Letter of Intent (LOI) was 
executed and discussions with the joint venture partner continue. As of the date of this 
decision, the Agency has had no further word on this project development. Therefore, 
[Novant Health] has not developed the CON-approved ambulatory surgical center in 
Franklin County in a timely manner. 
 
See Agency Findings for 2016 Brunswick County Operating Room, pages 58-59. 

 
As noted in the Agency Findings, Novant Health’s failure to develop these approved ambulatory surgery 
centers has denied New Hanover and Franklin counties access to ambulatory surgery services.  Similarly, 
NHMOS’s closure has denied Union County residents access to ambulatory surgery services.  Both 
SDSCNH and SDSCF were approved to develop two operating rooms.   As such, neither was limited to 
one OR like NHMOS, yet Novant Health failed to develop these ASCs.   
 
Novant Health now proposes to develop a second OR at NHMOS arguing that its closure was the result 
of having only one OR.  However, Novant Health has failed to develop two approved ASCs with two 
operating rooms.  Clearly, the number of ORs is not the reason for Novant Health’s historical ASC project 
failures.  Given this history, the Agency should not accept Novant Health’s statements and commitment 
that it will develop the currently proposed project. 
 
Errors in NHMOS’s Methodology 
 
NHMOS’s methodology contains several errors and overstates the conservativeness of its methodology.  
As shown on page 34 of its application, NHMOS projects that Novant Health Union County cases will 
grow in the future at 3.5 percent annually based on an average of four surgical growth rates: 
 

 
 
However, NHMOS has misstated the basis of these growth rates in an effort to make this assumption 
appear more reasonable.  As detailed below, the two highest growth rates in the table and the only two 
related to actual surgical utilization are one year annual growth rates, not 2013 to 2016 rates as 
presented. 
 
First, NHMOS states that the “Union County Outpatient Surgical Growth 2013-2016” is 4.1 percent. This 
is incorrect.  As shown on page 26 of the NHMOS application and excerpted below, the Union County 
Outpatient Surgical Growth 2013-2016 as calculated by NHMOS is 1.3 percent (this growth rate 
calculation itself is also erroneous as discussed below).  The 4.1 percent figure is the one-year growth 
rate.   
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As such, the statistic used by NHMOS in calculating its average is more than three times higher than the 
actual CAGR and represents a single year rather than a three year period. 
 
Second, NHMOS states that the “NH Union County Outpatient Surgical Growth 2013-2016” is 6.9 
percent.  This is incorrect, as well.  As shown on page 1000 of the NHMOS application and excerpted 
below, the Novant Health Union County Outpatient Surgical Growth 2013-2016 as calculated by NHMOS 
is 3.5 percent (this growth rate calculation itself is also incorrect as discussed below).  The 6.9 percent 
figure is the one-year growth rate.  As such, the statistic used by NHMOS in calculating its average is 
nearly two times higher than the actual CAGR and represents a single year rather than a three year 
period. 
 
 

 
 
As noted above, in addition to misstating the bases for these growth rates, NHMOS’s growth rate 
calculations are incorrect because NHMOS understates the number of Union County operating room 
cases in FFY 2013 and overstates the number of FFY 2016, which in turn overstates both the one-year 
and three-year growth rates.   
 
As shown in Exhibit 3, Table 4 (excerpted below), NHMOS failed to include the Union County cases that 
its own facility performed in FFY 2013 prior to closing.  NHMOS is not listed in the table (nor is it 
included in the All Others category) and its volume is not included in the calculated of total Union 
County operating room cases based on the 2014 License Renewal Database developed by the 
Healthcare Planning and Certificate of Need Section. 
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As shown on page 999 of its application, NHMOS’s 2014 License Renewal Application states that the 
facility performed 197 Union County cases in FFY 2013.  As a result, NHMOS has understated both the 
total number of Union County operating room cases performed in FFY 2013 as well as the number 
performed by Novant Health facilities by 197 cases. 
 
Further, NHMOS states in Exhibit 3, Table 4 that Matthews Surgery Center performed 791 cases for 
Union County residents in FFY 2016 based on License Renewal Applications. However, Matthews 
Surgery Center’s 2017 License Renewal Application states that it only performed 761 Union County 
cases in FFY 2016 (see excerpt in Attachment _).  As a result, NHMOS has overstated both the total 
number of Union County operating room cases performed as well as the number performed by Novant 
Health Matthews facilities and by all Novant Health facilities by 30 cases for FFY 2016.   
 
When corrected data is used, the three-year growth rate for total Union County cases is 0.7 percent as 
shown below and the growth rate for total Novant Health cases for Union County is 2.1 percent. 
 

 
2013 

(Understated  
by 197 Cases) 

2016  
(Overstated  
by 30 Cases) 

CAGR 
2013-2016 

Union County Residents Surgical Growth 13,482 13,768 0.7% 

NH Matthews Surgical Providers Growth 1,873 2,355 7.9% 

NHMOS 197 0 NA 

NH Surgical Providers Volume 5,500 5,857 2.1% 
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When the correct statistics are used in NHMOS’s methodology, the projected growth rate for Novant 
Health Union County cases is 1.4 percent, not 3.5 percent as assumed. 
 

 
Growth Rate as 

Stated in the 
Application 

Actual Growth Rate 
Based on Basis Stated 

in the Application 

Population Growth 2016-2021 1.7% 1.7% 

Union County Outpatient Surgical Growth 2013-2016 4.1% 0.7% 

NH Union County Outpatient Surgical Growth 2013-2016 6.9% 2.1% 

Population Growth NHMOS Zip Code 1.1% 1.1% 

Average of Four Growth Rates 3.5% 1.4% 

 
As a result of these incorrect calculations and misstatements, NHMOS has overstated its projected 
growth rate and, therefore, its projected utilization is overstated and unsupported.  As such, NHMOS 
has failed to demonstrate the need for the proposed project. 
 
In its application, NHMOS applied this projected growth rate to total Novant Health outpatient surgical 
volume from Union County.  On page 35, Novant Health states that its total outpatient surgical volume 
from Union County is 6,307 cases in CY 2016.  This figure is based on Novant Health internal data and 
there is no publicly available data at this time to validate it.  However, in FFY 2016, a time period of only 
three months difference, Novant Health reported on License Renewal Applications total outpatient 
surgical volume from Union County of 5,857 cases (as noted above).  To achieve 6,307 cases in CY 2016 
would require that Novant Health’s total Union County cases grew 7.7 percent over a three month time 
period.  While such growth may be possible under unique circumstances, given the numerous errors and 
miscalculations in NHMOS’s application, this statistic is suspect as well. 
 
Based on the issues described above, UHS believes that the NHMOS application is non-conforming 
with Criteria 3, 4, 5, 6, and the related CON rules. 
 
 
Unsupported Shift of Volume 
 
On page 35 of its application, NHMOS states that it “estimated that 30% to 40% of the projected Novant 
Health potential outpatient pool in Step 2 will shift to the renovated and expanded ambulatory surgery 
center, NHMOS, when open in April 2019.  This assumption is based on an analysis of outpatient surgical 
volume at Novant facilities; input from physician and surgical leadership in the Greater Charlotte Market, 
and the level of support from surgeons reflected in the letters in Exhibit 4” (emphasis added). 
 
In its utilization projections, NHMOS assumes that 30 percent of projected Novant Health total Union 
County outpatient surgery cases will shift to its facility.  In the project years, this 30 percent shift 
equates to more than 2,000 cases annually.  As noted above, in its analysis of NHMOS’s 2005 
application, the Agency considered Novant Health’s historical provision of care to residents of Union 
County, stating:  
 

Presbyterian Hospital Matthews is a related entity of the applicant and is located in 
Mecklenburg County, near the Union County border. According to the 2005 Hospital 
License Renewal Application for Presbyterian Hospital Matthews, the hospital provided a 
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total of 9,343 ambulatory surgical and endoscopy cases in its shared operating rooms. 
Of the 9,342 cases, 3,109 or 33% of the patients were from Union County. Therefore, it is 
reasonable to assume that Presbyterian's proposed facility, SDSC Monroe, would serve 
2,241 patients in the third year of operation, since all 2,241 patients are expected to be 
from Union County.  
 
Emphasis added. Page 7 of Agency Findings for 2005 Union County OR Review. See 
Attachment _ for excerpts. 

 
Despite this historical utilization of Novant Health facilities by Union County residents, NHMOS failed to 
achieve its historical utilization projections and the facility was abandoned.  As such, the current 
utilization of Novant Health by Union County residents is not supportive of NHMOS’s currently proposed 
project.  Simply put, NHMOS has historically failed to serve these patients and there is no evidence in 
the current application to suggest that the proposed project will change that.  Specifically, the proposed 
shift of more than 2,000 cases annually is not supported by Novant Health’s letters of support from 
physicians.  According to the Truven Health Analytics data for CY 2015, the surgeons who provided 
letters of support to NHMOS performed only 455 outpatient surgical cases at Novant Health facilities on 
Union County residents, as shown below.  Several surgeons performed zero Union County cases at 
Novant Health facilities.  
 

Union County Cases Performed in Novant Health Facilities  
by NHMOS Supporting Physicians 

Physician Name CY15 Cases 

Sharrol Barnes 5 

J. Andrew Bohn 121 

Steven Goldman 3 

Chason Hayes 5 

Dennis Kukenes 0 

Ivan Mac 0 

Steve Martin 0 

Kelly Meek 4 

James Meek 9 

Jennifer Mock 0 

Sarah Morris 10 

John Morrison 13 

Ravi Patel 0 

Rina Roginsky 9 

Douglas Rosen 19 

J. Robert Silver 92 

Philip Solomon 12 

Ross Udoff 0 

Eric Wallace 153 

Total 455 

Source: 2016 Truven ambulatory surgery data. 
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Of note, many of these physicians also perform surgical cases for Union County residents at CHS facilities 
in either Mecklenburg or Union County.  However, NHMOS is very clear in its application that all of the 
cases to be performed at its facility will be Union County cases shifted from Novant Health facilities.    
 
As shown, NHMOS’s supporting physicians performed only 455 potential surgical cases in 2015, or less 
than 22 percent of the annual surgical volume projected for NHMOS.  This level of physician support 
does not support NHMOS utilization projections, particularly its assumed shift of more than 2,000 Union 
County operating room cases from Novant Health facilities.  As such, NHMOS’s utilization projections are 
unreasonable. 
 
Further, the 455 cases performed by NHMOS’s supporting physicians could be served in NHMOS’s 
existing facility.  No additional operating room capacity is needed.  As such, the physician support 
included in NHMOS indicates that the proposed project is unnecessary.   
 
Based on the issues described above, UHS believes that the NHMOS application is non-conforming 
with Criteria 3, 4, 5, 6, and the related CON rules. 
 
 
Failure to Provide Access to the Medically Underserved/Failure to Provide Quality Care 
 
As NHMOS has been closed for the past four and half years, it has provided no access to ambulatory 
surgery services to the medically underserved nor has it provided quality care.  NHMOS cannot 
demonstrate that it currently provides access to medically underserved populations.  Similarly, NHMOS 
cannot demonstrate that quality care has been provided in the past. 
 
Based on the issues described above, UHS believes that the NHMOS application is non-conforming 
with Criteria 13A and 20. 
 
 
COMPARATIVE COMMENTS 
 
Given that both NHMOS and UWSC propose to meet the need for the additional operating room, only 
one of the applications can be approved as proposed.  In reviewing comparative factors that are 
applicable to this review, UHS compared the applications on the following factors: 
 

 History of Project Development 

 Utilization of Existing Capacity 

 Documentation of Support 

 Access by Underserved Groups  

 Patient Revenue 

 Operating Expenses 
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History of Project Development 
 
NHMOS is a limited liability company wholly owned by Novant Health.  As noted above, Novant Health 
developed NHMOS and then closed it in January 2013.  Novant Health has also failed to-date to develop 
two other approved ambulatory surgery centers: SDSCNH and SDSCF.   
 
As noted in the Agency Findings, Novant Health’s failure to develop these approved ambulatory surgery 
centers has denied New Hanover and Franklin counties access to ambulatory surgery services.  Similarly, 
NHMOS’s closure has denied Union County residents access to ambulatory surgery services.   
 
UHS is a limited liability company wholly owned by The Charlotte-Mecklenburg Hospital Authority 
(CMHA) d/b/a Carolinas HealthCare System (CHS).  CHS operates several freestanding ASCs, including 
UWSC, Cleveland Ambulatory Surgery Services in Shelby, Carolina Center for Specialty Surgery in Charlotte, 
Gateway Ambulatory Surgery Center in Concord, and Iredell Surgical Center in Statesville.  Pursuant to 
Project ID # F-11106-15, CHS also has been approved to develop Randolph Surgery Center in Charlotte, 
which is part of a larger partnership with Charlotte Surgery Center.  Randolph Surgery Center is expected 
to be operational in January 2018.  CHS does not have any closed or undeveloped ambulatory surgery 
services. 
 
Thus, Novant Health’s history of closed2 or undeveloped, CON-approved ambulatory surgery centers 
make its project a less effective alternative with regard to history of project development. 
 
Utilization of Existing Capacity 
 
UHS owns and operates two operating rooms at UWSC while NHMOS owns (and does not operate) one 
operating room; the remaining operating rooms in the county are owned and operated by CHS Union, 
which is affiliated with UHS.  As noted in its application, UWSC and CHS Union currently demonstrate a 
deficit of operating rooms whereas NHMOS does not utilize its operating room and has a surplus of one 
room. 
 

Union County Operating Room Need 

  NHMOS UWSC CHS Union 

2015 Total Estimated Hours 0 3,593 11,379 

Growth Factor 8.37% 8.37% 8.37% 

2019 Total Estimated Hours 0 3,893 12,331 

Standard Hours per Operating Room 1,872 1,872 1,872 

Projected Operating Rooms Needed in 2019 0 2.08 6.59 

# of Existing and Approved Operating Rooms Excluding C-Section 1 2 6 

Deficit/(Surplus) (1.0) 0.08 0.59 

Source: 2017 SMFP. 

                                                           
2
  In fact, NHMOS is fortunate to still even have a CON and license for the Union County ASC.   Recently, the 

CON Section has been issuing Notices of Intent to Consider Withdrawal of CON letters for projects that 
have been dormant for less time than the NHMOS facility has been dormant (four and a half years and 
counting).  Moreover, historically, the Licensure and Certification Section has not re-issued licenses to 
facilities that have been non-operational year after year and have no plan on file with that agency to 
operationalize the facility within a reasonable time frame. 
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Therefore, with regard to access to the utilization of existing capacity, UWSC is a more effective 
alternative than NHMOS. 
 
Documentation of Support 
 
Physician support for the project is important given the proposed increase of the operating room 
capacity in the county. While each of the applications includes letters of support from physicians, the 
amount of support from physicians that can drive the success of the project is different among 
applications, as shown in the following table: 
 

Applicant Physician Support Letters 

NHMOS 19 

UWSC 49 

Source: NHMOS, Exhibit 4; UWSC, Exhibit 16. 

 
Based on the letters of physician support included in the application, UWSC’s application is a more 
effective alternative with regard to documentation of physician support than NHMOS.  Moreover, as 
noted previously, NHMOS’s historical physician support has not translated into utilization of the facility, 
nor do the support letter in the NHMOS application correlate with surgeons who perform cases on 
Union County residents.  In contrast, UWSC’s historical physician support has translated into strong 
utilization of its facility. 
 
Similarly, while each of the applications includes letters of support from the community, the amount of 
community support is different among the applications, as shown in the following table: 
 

Applicant 
Community Support 

Letters 

NHMOS 29 

UWSC 46 

Source: NHMOS, Exhibit 17; UWSC, Exhibit 21. 

 
Based on the letters of support from the community included in the application, UWSC’s application is a 
more effective alternative with regard to documentation of support from the community than NHMOS.  
Further, it should be noted that several elected officials or community leaders provided letters of 
support to UWSC including:  
 

 Michael Alvarez, Mayor of Indian Trail, NC 

 Lynn Kroeger, CFO of Union Academy 

 Eddie Cathey, Sheriff of Union County 

 Kathy Bragg, Executive Director of Union County Community Shelter 

 Gustavo Arevalo, Latino Outreach Coordinator of UCPS 

 Rhett Brown, President of Wingate University 

 Barbara Faulk, Executive Director of Union County Community Arts Council 

 Don Fisher, President of Waxhaw/Weddington Rotary Club 
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Access by Underserved Groups 
 
The following tables show NHMOS’s and UWSC’s projected percent of operating room cases and 
procedure room procedures to be provided to Medicare and Medicaid recipients in the third project 
year following completion of the project, based on the information provided in the applicants’ pro forma 
financial statements (Forms D and E).  
 

Medicare and Medicaid Surgical Cases and Procedures – Project Year 3 

Applicant Medicare % of Total Medicaid % of Total 

NHMOS 36.3% 17.9% 

UWSC 45.7% 11.8% 

Source: NHMOS Financials Form D; UWSC Financials Form D 
 
UWSC projects to perform a higher percentage of Medicare cases in the third project year while NHMOS 
projects to serve higher percentage of Medicaid cases in the third project year.  Combined, UWSC 
projects to perform a higher percentage.  It should be noted that UWSC based its projected payor mix 
based on its actual historical experience, whereas NHMOS’s payor mix is projected based on the payor 
mix of other facilities outside of Union County which will not necessarily reflect NHMOS’s experience.  
Further, its projections should be viewed with skepticism given NHMOS’s historical record of failing to 
achieve its assumptions and projections. Therefore, with regard to access to the underserved, UWSC is a 
more effective alternative than NHMOS 
 
Patient Revenue 
 
The following tables show the projected gross revenue per operating room case and per procedure in 
the third year of operation based on the information provided in NHMOS and UWSC’s pro forma 
financial statements (Form E).  
 

Gross Revenue per Operating Room Case - Project Year 3 

Applicant NHMOS UWSC 

Gross Revenue $20,289,272  $23,406,382  

Cases 2,263 3,894 

Gross Revenue per Case $8,966  $6,011  

Source: NHMOS Financials Form D; UWSC Financials Form D 

 
Gross Revenue per Procedure – Project Year 3 

Applicant NHMOS UWSC 

Gross Revenue $1,400,218  $1,879,998  

Procedures 662 367 

Gross Revenue per Case $2,115  $5,126  

Source: NHMOS Financials Form D; UWSC Financials Form D 
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Gross Revenue per Case/Procedure – Project Year 3 

Applicant NHMOS UWSC 

Gross Revenue $21,689,490  $25,286,380  

Cases/Procedures 2,925 4,260 

Gross Revenue per Case $7,415  $5,935  

Source: NHMOS Financials Form D; UWSC Financials Form D 

 
As shown above, UWSC projects the lower average gross revenue per operating case and the lower 
average gross revenue per total cases/procedures in the third project year, while NHMOS projects lower 
gross revenue per procedure. 
 
The following table shows the projected net revenue per operating room case and per procedure in the 
third year of operation for based on the information provided in NHMOS and UWSC’s pro forma 
financial statements (Form B).  
 

Net Revenue per Operating Room Case – Project Year 3 

Applicant NHMOS UWSC 

Net Revenue $8,034,731  $8,030,536  

Cases 2,263 3,894 

Net Revenue per Case $3,550  $2,062  

Source: NHMOS Financials Form E; UWSC Financials Form E 

 
Net Revenue per Procedure – Project Year 3 

Applicant NHMOS UWSC 

Net Revenue $490,771  $251,880  

Procedures 662 367 

Net Revenue per Case $741  $687  

Source: NHMOS Financials Form E; UWSC Financials Form E 

 
Net Revenue per Case/Procedure – Project Year 3 

Applicant NHMOS UWSC 

Net Revenue $8,525,502  $8,282,416  

Cases/Procedures 2,925 4,260 

Net Revenue per Case $2,915  $1,944  

Source: NHMOS Financials Form E; UWSC Financials Form E 

 
As shown in the tables above, UWSC projects the lower average net revenue per operating room case, 
per procedure, and per total cases/procedures in the third project year.   
 
Therefore, with regard to patient revenue, UWSC is the more effective alternative. 
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Operating Expense 
 
The following table shows the projected average operating expense per case/procedure in the third year 
of operating for each of the applicants, based on the information provided in applicants’ pro forma 
financial statements (Form B).  
 

Operating Expenses per Case/Procedure – Project Year 3 

Applicant NHMOS UWSC 

Total Operating Expenses $6,564,999 $7,400,920 

Cases/Procedures 2,925 4,260 

Operating Expense per Case/Procedure $2,244  $1,737  

Source: NHMOS Financials Form B & C; UWSC Financials Form B & C 

 
As shown in the table above, UWSC projects the lower average operating expense per case/procedure in 
the third project year. Therefore, with regard to operating expenses, UWSC is the more effective 
alternative. 
 
SUMMARY 
 
As noted previously, the NHMOS application is the most unprecedented application in the history of the 
North Carolina CON program.  NHMOS does not utilize its existing operating room capacity at all and has 
not done so for four and half years.  Nonetheless, NHMOS proposes to develop additional operating 
room capacity.  Moreover, NHMOS’s application fails to demonstrate conformity with the statutory and 
regulatory review criteria.  As such, UHS maintains that it has submitted the only approvable application 
based on its comments.  Finally, based on its comparative analysis, UHS believes that its application 
represents the more effective alternative for meeting the need identified in the 2017 SMFP for one 
additional operating room in Union County.   As such, the CON Section can and should approve UHS’s 
application.  
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