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In response to a Certificate of Need application submitted by Four County Endoscopy Center, LLC (“FCEC”) 
to develop a new ambulatory surgical facility (“ASF”) in Granville County (Project ID # K-11941-20), the 
County of Granville d/b/a Granville Health System (“GHS”) provides the following comments in opposition 
to this project. These comments are in accordance with N.C. GEN. STAT. § 131E-185(a1)(1), as they 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).  Per N.C. GEN. STAT. § 131E-188(c), GHS is an affected 
person because it is located “within the service area…to be served by the applicant” and “provides services, 
similar to the services under review, to individuals residing in the service area…proposed to be served by 
the applicant.” As such, GHS believes that the comments contained herein are particularly relevant to the 
review by the North Carolina Department of Health and Human Services, Division of Health Service 
Regulation, Healthcare Planning and Certificate of Need Section (the “Agency.”) 
 
Granville Health System has served the residents of Granville County for more than 100 years.  As a 
county-owned health system, it has a duty to provide care to residents, regardless of their ability to pay. 
Despite the increasing challenges with providing care in small, rural areas like Oxford and Granville County, 
GHS has consistently provided access to high quality healthcare services. This commitment to care 
requires a significant investment of resources, often without receiving enough (if any) reimbursement to 
offset those costs. As shown on the most recent audited financial statements for GHS in Attachment 1, 
the system had significant net losses in 2017 and 2018. While recent financial performance has improved 
somewhat, GHS continues to experience many of the same struggles that have caused hospitals in other 
counties across the state to reduce services or close. As explained in detail in the comments below, the 
proposed project will have a direct negative impact on GHS and its ability to continue providing essential 
and uncompensated care to the residents of Granville County. While the application includes projections 
that show no adverse impact to GHS, those projections are based on unreasonable assumptions and are 
clearly derived to obfuscate the real harm that will occur to GHS and Granville County if the project is 
developed. GHS hopes that these comments provide substantive evidence that will make it clear to the 
Agency that the proposed project is based on flawed reasoning and erroneous and unsupported 
assumptions. As such, the application should be denied.  
 
The remainder of these comments provide evidence of the errors and non-conformities in the application, 
organized by issue. 
 
Incorrect Information Regarding Applicant Entity 
 
Section A.1 of the application states that the applicant entity, Four County Endoscopy Center, LLC, is an 
existing legal entity and refers to Exhibit A.1 for Articles of Organization. However, Exhibit A.1 provides no 
Articles of Organization for Four County Endoscopy Center, LLC or any other entity. As of the date of the 
submission of these comments, no such organization appears on the North Carolina Secretary of State 
website. Other registered healthcare organizations that include “Four County” in their name appear to be 
related to Maria Parham Health. Given the letter of support from Maria Parham, it may own or intend to 
own part of the proposed facility; however, such a relationship is not disclosed in the application. In any 
case, the information in the application regarding the status of the applicant is incorrect, and no legal 
applicant entity exists. Accordingly, the validity of any statements regarding the membership of the 
applicant or its relationship to other entities is questionable and not subject to verification. 
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Unreasonable Assumptions Regarding Granville County’s Population 
 
Like other rural/suburban counties that border large metropolitan counties, residents of the part of 
Granville County that is closer to Durham and Wake counties are oriented to those counties for their daily 
activities, while residents of the part farther away from the large counties are oriented to the Oxford area. 
The two “halves” of Granville County are divided along the Tar River, a natural feature which bisects the 
county along a diagonal line running between the borders with Franklin and Person counties. The 
proposed facility would be located in Oxford, north of the Tar River, yet the application makes no 
distinction in its assumptions regarding the residents of these two separate parts of the county. Since 
many of the residents of the southern part of the county work, shop and recreate in Durham or Wake 
counties, they naturally also seek healthcare services outside of Granville County. These residents do not 
typically travel north towards Oxford for healthcare, but rather south into the larger urban areas, which 
are closer to parts of southern Granville County than Oxford, with more services available. This difference 
in the two halves of Granville County is also present in the population statistics. Since the ZIP codes that 
comprise Granville County are large and also encompass parts of other counties, census tract data are 
more effective at providing the county’s population. The map below provides the location of the county’s 
census tracts and the two halves, separated by the Tar River. The site plotted with the blue arrow is the 
location of the proposed ASF in Oxford. 
 

 

370779706.03 
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The table below provides the population of each of the census tracts that comprise Granville County and 
demonstrates that the southern portion includes the majority of the county’s residents. 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
*Compound Annual Growth Rate 
Source: Esri. 

 
In 2020, the southern census tracts contain 58.8 percent of the county’s population; by 2025, that ratio 
will increase to 59.3 percent. The highlighted rows show the census tracts that border Wake or Durham 
counties; by 2025, the residents of those areas will comprise 42.0 percent of the county’s population, 
meaning that nearly one-half of the county population will live in close proximity to these larger counties 
where they are likely to seek care. This proximity of the population to Durham and Wake counties also 
drives commuting patterns, as noted above. According to the most recent data available from Carolina 
Demography1, part of The University of North Carolina’s Carolina Population Center, only 47.2 percent of 
Granville County’s workforce resides in the county. In other words, the majority of workers who live in 
Granville County, 52.8 percent, work outside the county. Similarly, the majority of Granville residents seek 
healthcare services in other counties. Traffic congestion has existed in the Triangle region for many years 
but has not reversed the outmigration from Granville County for work or healthcare.  
 
This information is important to understand, particularly given the assumptions made in the application 
regarding market share and projected utilization for the proposed ASF. These population statistics also 
explain the reason that, despite the existence of a hospital in Oxford for more than 100 years, the majority 
of the county’s residents travel to Durham County for inpatient acute care. While some of these patients 
may seek care unavailable at GHS, such as tertiary or quaternary care, the majority of inpatient acute care 
can be provided in a community hospital such as GHS. The table below provides these data.  

 
1 https://www.ncdemography.org/2015/08/17/county-to-county-commuting-nc/  

Census Tract 2020 Population 
2025 

Population 
CAGR* 

 2020-2025 

370779702.00 4,687 5,395 2.85% 

370779705.00 4,184 4,336 0.72% 

370779703.00 3,852 3,971 0.61% 

370779704.00 4,210 4,310 0.47% 

370779701.02 3,727 3,793 0.35% 

370779701.01 5,387 5,458 0.26% 

Northern subtotal 26,047 27,263 0.9% 

370779707.01 5,724 6,275 1.86% 

370779706.02 9,685 10,581 1.79% 

370779707.02 2,714 2,811 0.70% 

370779706.01 6,443 6,925 1.45% 

370779706.03 7,437 7,970 1.39% 

370779707.04 1,152 1,152 0.00% 

370779707.03 4,064 4,056 -0.04% 

Southern subtotal 37,219 39,770 1.3% 

County Total 63,266 67,033 1.1% 

https://www.ncdemography.org/2015/08/17/county-to-county-commuting-nc/
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Source: DHSR, Healthcare Planning and Certificate of Need Section database. 

 
Of note, GHS does provide outpatient healthcare services in southern Granville County at its facilities in 
Butner and Creedmoor. Given the location of the hospital in Oxford, north of the Tar River, the majority 
of Granville patients access inpatient acute care in Durham and other counties. Given the location of the 
population in the county and the availability of other providers in other nearby counties, the data indicate 
that the majority of patients are likely to continue seeking healthcare services, including GI endoscopy, in 
Durham or Wake counties, not at a facility in Oxford. 
 
As described in further detail below, the lack of analysis regarding the location of the population in 
Granville County and historical trends of seeking healthcare services in other nearby counties results in 
unreasonable and unsupported assumptions in the application.  
 
Incorrect Assumptions Regarding GI Endoscopy  
 
In Section C.4, the application presents data regarding incidence and death rates for colorectal cancer in 
the service area counties. This analysis leads to the conclusion that the residents of the service area, 
including Granville County, are receiving fewer GI endoscopy procedures than they should, and that more 
than 28,000 screening colonoscopies will be needed by 2025. Given the approximate 6,100 GI endoscopy 
procedures performed on residents of the service area counties in 2019, only a portion of which were 
colonoscopies, this analysis would suggest a need for nearly five times the number of procedures currently 
being performed. However, the analysis is based on flawed assumptions.  
 
In particular, the application assumes that 100 percent of individuals in the 55 to 74 age cohort will receive 
a colonoscopy every 10 years, which is implausible. According to data from the American Cancer Society, 
in 2018 only 66 percent of the population age 50 and older had a screening test of any kind. See page 22 
of Attachment 3. Moreover, the application assumes that the only method of screening used will be 
colonoscopies, which is also unreasonable. The American Cancer Society states that there “are several 
recommendations for CRC [colorectal cancer] screening2,” including colonoscopy as well as at-home stool-
based tests and CT colonoscopy. Thus, even if everyone in the identified age group was being screened, 
not everyone would choose a traditional colonoscopy, as the application suggests.  
 
This issue has been cited by the Agency in previous reviews in which the application was denied. See page 
6 of the Agency Findings for Halifax Gastroenterology and pages 5 and 6 of the Agency Findings for Kurt 
G. Vernon, M.D. in Attachment 2.  Based on similar errors in the FCEC application and consistent with 
previous findings, the Agency should deny the application.  

 
2 See Attachment 3, page 19.  

County of Service 
Percentage of Granville County 

Patients 

Durham 56.8% 

Granville 20.3% 

Orange  8.4% 

Wake 7.8% 

Vance 5.6% 

Other 1.1% 
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Incorrect Assumptions Regarding Cost for Care 
 
The application provides data from Blue Cross & Blue Shield (“BCBS”) in an attempt to compare the cost 
of obtaining some GI endoscopy procedures. While GHS understands that some procedures have lower 
charges in an ASF setting compared to a hospital‐based setting, the application fails to point out that there 
is no cost for most patients, including Medicare patients, for screening tests such as colonoscopies. For 
Medicare patients, screening colonoscopies, which the application presents as the “preferred colorectal 
cancer‐screening  test”  on  page  18,  there  is  no  cost  to  the  patient  if  the  provider  accepts Medicare 
assignment (which GHS does)3. Moreover, as noted by data from the Kaiser Family Foundation, Affordable 
Care  Act‐compliant  commercial  plans,  which  cover  more  than  two‐thirds  of  workers  in  employer‐
sponsored plans, are required to provide coverage for screening tests, including colonoscopies, at no cost 
to the patient4. See page 26 of Attachment 3 for information from the American Cancer Society and Table 
1  in Attachment 4  for a  list of preventative  services  covered by private  insurance plans without  cost 
sharing with  the patient. As such,  the differences  in charges between hospital‐based and ASF settings 
make little difference to the majority of patients receiving the service. Further, as explained above, unlike 
the proposed ASF, GHS provides essential care to all patients in need, including emergency and inpatient 
services, often at a loss and without regard to the patient’s ability to pay.  
  
Errors in the Utilization Assumptions and Methodology 
 

1. Projected Utilization Growth of More than 2,800 Percent 
 
The  application  projects  to  increase  the  number  of  GI  endoscopy  procedures  its  physicians 
perform on service area residents by 2,805 percent. While  the methodology  includes multiple 
steps with several pages of analysis in an attempt to support this unbelievable assumption, the 
bottom  line  is  that  the  application  projects  that  the  development  of  the  proposed  ASF will 
increase the number of GI endoscopy procedures performed by its physicians on residents of the 
service  area by  this  extraordinary  growth  rate.  The  following  analysis demonstrates why  this 
assumption is unreasonable and unsupported. 
 
The application claims that the physicians expected to perform cases at the proposed ASF already 
serve patients from the four‐county region. Exhibit C.3.g on page 17 provides these data for the 
various facilities at which FCEC physicians currently practice. While the total is shown as 1,883, 
the vast majority of these procedures are from a single source, Dr. Allen, whose sole current site 
of care is in Mecklenburg County, Virginia. The balance of patients from the three North Carolina 
counties in the service area (Granville, Vance and Warren) total only 126 patients, only 38 of which 
are from Granville County. As shown  in the table below, the application unreasonably projects 
the number of procedures performed on residents of these counties to increase exponentially. 
 

   

 
3 https://www.medicare.gov/coverage/screening‐colonoscopies  
4 https://www.kff.org/health‐reform/fact‐sheet/preventive‐services‐covered‐by‐private‐health‐plans/  
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Source: Application Exhibit C.3.g, Section C.3 page 23, calculations. 

 
While the overall growth rate of 66 percent is itself excessive, the individual county growth rates 
are completely unbelievable. The application arrives at these incredible projections through a 
series of unsupported and unreasonable steps in its methodology. The following comments relate 
to the issues with those individual steps; however, it should be noted that the Agency has 
previously found similar assumptions in other applications to be unreasonable, leading to the 
denial of those applications. As noted above, some of those Agency Findings are included in 
Attachment 2. 
 
Of note, Exhibit C.3.c, page 6, provides historical data for Clayton Endoscopy, a facility in Johnston 
County owned by members of the applicant. Like Granville County following development of the 
proposed project, Johnston County has one hospital system and one licensed GI endoscopy ASF. 
Johnston County’s population far exceeds Granville County’s, however, with nearly 200,000 
people compared to just over 60,000 in Granville County. Yet after operating for over three years 
in a county with more than three times the population, Clayton Endoscopy reported only 2,178 
cases in 2019, substantially less than the more than 3,000 projected for the proposed facility in 
Year 3. Obviously, the application’s projections are grossly overstated, based on the actual 
experience of a related entity. 
 

2. Unsupported growth in GI endoscopy use rates 
 

In Step 2 of its methodology (page 105), the application projects the use rates for GI endoscopy 
in the three North Carolina counties in its service area to grow to meet the calculated statewide 
use rates. This assumption is without any credible support and is unreasonable for several 
reasons. 
 

• The application lacks any rationale supporting the increase in the use rate for GI 
endoscopy cases, which it assumes will occur in 2020.  

• Even if the use rate changes in the future, there is no evidence to support an immediate 
change to the same rate, the statewide rate, in all three counties. 

o For example, the 2019 use rate for Vance County shown on page 12 of Exhibit C.3 
is calculated to be 53.47. 

o The application projects it to be 52.9 in 2020, a decrease over the most recent 
year. 

o In contrast, the 2019 use rate for Warren County shown on the same page is 41.1, 
which is projected to increase to 52.9 in 2020. 

o Similarly, the 2019 use rate for Granville County is 46.62, projected to increase to 
52.9 in 2020. 

County 2019 PY1 (2023) PY2 (2024) PY3 (2025) 
Growth 

2019-2025 

Granville 38 543 1,095 1,104 2,805% 

Vance 58 393 788 790 1,262% 

Warren 30 171 342 342 1,040% 

Mecklenburg (Virginia) 1,757 903 900 898 -49% 

Total 1,883 2,010 3,125 3,134 66% 
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o There is no evidence to suggest that the use rate for any of these counties will 
change so dramatically in a single year—from 2019 to 2020—particularly the 
significant increases projected for Warren and Granville counties. 

o Although hidden by the calculations, which combine the population and 
projected case totals for all three counties, the table below uses the population 
projections and use rate assumptions to demonstrate the projected growth from 
2019 to 2020 in GI endoscopy cases for each county. 

 

County 2019 2020 
One-Year 
Growth 

Granville 2,863 3,228 12.7% 

Vance 2,458 2,371 -3.5% 

Warren 823 1,045 27.0% 

Total 6,144 6,644 8.1% 

Source: Application Exhibit C.3, calculations. 

 
As shown, the application projects growth of over 12 percent in Granville County 
cases and 27 percent in Warren County cases in a single year—a year that is more 
than one-half complete as of the filing of the application—and more than two 
years before the proposed facility would be complete.   

 
In contrast, the actual historical trend in these counties—not shown in the 
application—has been significantly different. Using data from page 12 of Exhibit 
C.3, the following table shows the GI endoscopy case growth (decline) since 2016. 

 

County 2016 2019 CAGR 

Granville 2,485 2,863 4.8% 

Vance 2,058 2,458 6.1% 

Warren 1,000 823 -6.3% 

Total 5,543 6,144 4.6% 

Source: Application Exhibit C.3, calculations. 
 
As shown, while two of the three service area counties have experienced some 
growth in the past few years, the overall growth has been nearly one-half the rate 
projected in the application for a single year.  For Granville County in particular, 
the application’s projected growth rate is a multiple of the historical rate, which 
is unreasonable. 

 

• Data from other counties bordering urban counties provide evidence that the use rates 
will not increase as projected. Specifically, the application notes that the applicant has a 
related facility in Johnston County, where it has provided GI endoscopy services in an ASF 
for several years. Despite this fact, data from DHSR indicate that Johnston County’s GI 
endoscopy use rate is lower than the statewide use rate of 52.9, as shown below. 
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 2017 2018 2019 

GI Endoscopy Patients 7,287 7,285 8,055 

Population 193,902 199,790 205,951 

Use Rate/1,000 37.58 36.46 39.11 

Source: DHSR, Healthcare Planning and Certificate of Need Section database; Office of 
State Budget and Management population estimates; calculations. 

 
As shown, despite the existence of an GI Endoscopy ASF, owned by members of the 
applicant, Johnston County’s use rate is significantly lower than the statewide use rate. 
As such, the application’s implication that the development of its proposed facility will 
result in an immediate or even a long-term increase in the use rates to match those of the 
state is without basis.  

 
3. Overstated need for GI endoscopy rooms 

 
In Steps 3 and 4 of the methodology, pages 106 and 107, the application calculates a perceived 
need for additional GI endoscopy rooms in the service area. The application makes multiple 
erroneous assumptions which render the projections unreasonable.  
 

• The application equates the performance standard threshold of 1,500 procedures per GI 
endoscopy room per year with an indication of “need” for a certain number of rooms. While 
the State Medical Facilities Plan (“SMFP”) does include a need methodology for certain 
services, and while the performance standards in the administrative rules may be derived 
from that methodology in some cases, there is no SMFP methodology for GI endoscopy 
rooms, nor is there any data to indicate that the maximum number of procedures that should 
be performed in a GI endoscopy room is 1,500. The use of 1,500 procedures indicates that is 
a minimum number that may be performed in order to be approved, not a maximum. The 
application’s assumption therefore understates the capacity of GI endoscopy rooms and 
overstates the need. 

• The application includes only GI endoscopy rooms located in the service area counties, not 
those that are accessible and used by thousands of patients in other counties. While the 
applicant may suggest that access is needed within a patient’s home county, its analysis runs 
counter to this argument, in that it combines the population of the three counties and 
assumes that a GI endoscopy ASF in one county (Granville) is needed to serve residents of the 
other counties. 

• As noted in detail above, the majority of residents of Granville County are located in the 
southern portion of the county, and a plurality are located in the areas adjacent to Durham 
or Wake counties, where they have more proximate access to existing ASFs and hospitals than 
they do to existing or proposed facilities in Oxford. Thus, it is not reasonable to assume that 
these patients would use a facility in Oxford, rather than facilities outside the county, simply 
because it is in their home county. 

• Regarding the analysis for Mecklenburg County, Virginia, the application makes similar errors 
regarding the “capacity” of GI endoscopy rooms in that county as it does for the North 
Carolina portion of the service area. In addition, the application states that the county has 
“no dedicated GI endoscopy rooms.” The Commonwealth of Virginia does not license GI 
endoscopy rooms as North Carolina does; rather, hospitals are defined in administrative code 
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as including both inpatient and outpatient surgical facilities5. Further, hospitals (including 
what would be ASFs in North Carolina) may have operating rooms, procedure rooms or 
“exclusive use” rooms. Any of these three categories may be used as GI endoscopy rooms. 
According to data from Virginia Health Information (“VHI”)6, similar to North Carolina’s 
IBM/Truven database, VCU Community Memorial Hospital is licensed for three endoscopic 
operating rooms—in addition to its three general operating rooms. As such, Mecklenburg 
County does have dedicated endoscopy rooms—which are actually operating rooms 
designated for endoscopy. Further, according to VHI, those rooms performed a total of 3,282 
cases in 2018 (the most recent data available). Even assuming the application’s projected 
number of GI endoscopy procedures is accurate, using the VHI data, the existing endoscopy 
operating rooms in the county performed a higher number of cases, and there is a surplus of 
endoscopy rooms, not a deficit, in Mecklenburg County, Virginia. 

 
4. Understated growth in GHS GI Endoscopy Cases 

 
In Step 5, on page 108, the application projects what it calls “unserved” GI endoscopy procedures 
in the service area. This analysis is flawed for multiple reasons, including its reliance on the 
previous incorrect assumptions. In addition, the application projects growth at existing facilities 
in the service area, including GHS, to be equal to the population growth rate, which severely 
understates the actual historical growth rate at GHS.  The application lacks any support for this 
assumption, and it fails to provide the actual historical growth rate for the existing providers in 
the service area, likely because doing so would undermine its assumption. As shown in the 
following table, the historical growth rate has been substantial and has been particularly strong 
in the last year. 
 

 2015 2016 2017 2018 2019 CAGR 

GI Endoscopy Cases 612 696 648 712 1,073 15.1% 

GI Endoscopy Procedures 784 930 710 854 1,282 13.1% 

Sources: Hospital License Renewal Applications, State Medical Facilities Plans, calculations. 
 
This growth at GHS is expected to continue, driven largely by the successful recruitment of a highly 
qualified gastroenterologist to GHS, Dr. Abraham. Prior to his recruitment, GI endoscopy services 
were provided by a general surgeon or a family medicine physician, which limited access to a 
physician dedicated to the service. The recruitment of Dr. Abraham brought a more focused and 
specialist approach to GHS’s provision of endoscopy services, which has demonstrably improved 
access to the service for Granville residents. These factors, including the notable growth in the 
most recent historical year, were completely ignored in FCEC’s application. 
 
A more reasonable assumption for growth in GI endoscopy in Granville County would be the 
actual historical growth rate in these procedures, not the population growth factor assumed in 
the application. Using these rates, the table below provides a more realistic projection for GHS. 
  

 
5 https://law.lis.virginia.gov/admincode/title12/agency5/chapter230/section10/  
6 http://www.vhi.org/  

https://law.lis.virginia.gov/admincode/title12/agency5/chapter230/section10/
http://www.vhi.org/
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 2020 2021 2022 2023 2024 2025 CAGR 

GI Endoscopy Cases 1,235 1,421 1,635 1,881 2,165 2,491 15.1% 

GI Endoscopy Procedures 1,450 1,639 1,854 2,096 2,371 2,681 13.1% 

 
As shown, the number of estimated procedures at GHS by 2025 will far surpass the number 
projected in the application. Even if FCEC’s other assumptions were all valid, the number of 
“unserved” GI endoscopy procedures remaining in Granville County will be far lower than 
projected, and it will not meet its required minimum utilization threshold. 
 
Moreover, the application assumes, without basis, that the balance of “unserved” procedures will 
be available to FCEC to be performed at its proposed facility in Oxford. As shown in the table 
below, the majority of Granville County patients leave the county for GI endoscopy services, 
primarily for care in Durham County, which is closer to the more highly populated southern 
portion of the county.  
 
 
 
 
 
 
 
 
 
 
 

Source: DHSR, Healthcare Planning and Certificate of Need Section database for FY 2019 
 
It is unreasonable and unrealistic to assume that these patients, many of whom also work in 
Durham or Wake counties, will not continue seeking care there, but will instead travel to Oxford 
to the proposed facility.   

 
5. Unsupported and Overstated Market Share Assumptions 

 
In Step 6, page 109, the application projects to achieve 50 percent market share by the second 
project year. This assumption is supported by general statements regarding the availability of the 
service and patient education—without any attempt to demonstrate how that will occur or how 
that will result in the assumed market share. Further, several of the points raised in the application 
are untrue or contradicted by actual data, including the following: 
 

• The application asserts that the proposed project will result in an increase in the number 
of gastroenterologists working in the area. The only “work” being performed in the area 
is the projected GI endoscopy procedures. The application provides no evidence that any 
of the gastroenterologists will establish offices in the area; rather, the building to house 
the proposed ASF will include space for only the ASF. The physicians have no offices in 
Granville County currently, and there is no expressed plan to develop a presence in the 
community. 

County of Service 
Percentage of Granville County 

Patients 

Durham 46.6% 

Wake 20.1% 

Granville 19.9% 

Vance 6.2% 

Orange 6.0% 

Other 1.2% 
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• With no community presence, the pathway for patient referrals is unclear. Patients 
needing a GI endoscopy procedure are generally referred by their primary care physician 
or another specialist. Yet despite the 18-month process and multiple meetings with local 
providers noted on page 77, not a single letter from a referring physician is included in 
the application to support the application’s market share claims. The three 
“community” letters provide no information regarding the signatories, including their 
address or county of residence. 

• The application notes that members of the applicant entity own GI endoscopy ASFs in 
other counties, including Johnston County. As noted above, the Johnston County facility, 
Clayton Endoscopy, provides a good analog for the proposed project, as it is located in a 
county with one hospital system and one existing GI endoscopy ASF (related to the 
applicant), and borders a large urban county with multiple hospital and ASF providers. As 
shown in the table below, although it has been open for several years, the related entity 
in Johnston County has yet to exceed a 20 percent market share. 

 
  
 
 
 
 
 
 

Source: DHSR, Healthcare Planning and Certificate of Need Section database, calculations 
 

As shown, despite having a presence in Johnston County for a number of years, the only 
non-hospital GI endoscopy provider, owned by the same group that will own the 
proposed ASF in Granville County, is unable to achieve the market share projected in the 
application.  

 
Clearly, the application’s market share assumptions are unreasonable, and the proposed facility 
will not achieve the utilization projected in the application. 

 
 

6. Unreasonable Assumptions for Virginia cases  
 

In Step 7, page 110, the application projects volume for Dr. Allen, with the assumption that 80 
percent of his current patient base will seek care at the proposed facility. The application fails to 
provide any support for this assumption, including even a single letter from an existing 
Mecklenburg County, Virginia patient with such an intention. Further, given the facts, the 
assumption is simply unreasonable. According to page 17 of the application, Dr. Allen is in the 
process of relocating his practice to Wake Forest and joining the members of Raleigh Medical 
Group, who are members of the applicant entity. Thus, Dr. Allen will be practicing in Wake County 
from 2020 through 2023, the first year of the project. Given his relocation several counties and 
another state away, it is unreasonable to expect that Dr. Allen will continue to maintain his 
Virginia patient base, particularly over the course of more than two years until the proposed 
facility opens. The assumptions in the application are based on the premise that patients are 
unable or unwilling to travel from Granville County and other parts of the service area to Wake or 
Durham counties; if that is true, then it is certainly unreasonable to assume that patients from an 

 2017 2018 2019 

Total Johnston County GI Endoscopy Patients 5,622 6,032 6,504 

Clayton Endoscopy GI Endoscopy Patients from 
Johnston County 

974 1,254 1,279 

Clayton Endoscopy Market Share of Johnston 
County 

17.3% 20.8% 19.7% 



13 
 

even greater distance away in another state will travel to Wake County for care. The application 
provides no analysis or support for this assumption, nor is it credible. Without the projected cases 
from Virginia, which encompass the plurality of the expected volume, the application falls far 
short of the minimum required utilization.  

 
Based on the above issues, the application should be found non-conforming with Criteria 1, 3, 4, 5, 6, 
and the performance standards in the GI endoscopy room rules (10A NCAC 14C .3903). 
 
Missing Capital Costs 
 
The capital costs in the application appear to be understated. In particular, the cost estimate provided in 
Exhibit F.1.b states that it includes costs to upfit the shell building; however, it is clear from the itemized 
cost list on page 5 of that exhibit that a substantial portion of the costs to develop the ASF are excluded 
from the estimate. Specifically, the total estimate for the construction costs exceed $1.2 million, while the 
costs assigned to the project are less than $750,000. The line drawings in Exhibit K.2 demonstrate that the 
entire structure of the building will be occupied by the proposed ASF; as such, there is no basis for 
excluding any of the cost for the building. Moreover, the building owner and applicant share common 
ownership, as noted on page 10 of the application. Finally, on pages 14 and 15 the application provides a 
response to Policy GEN-4, which only applies for projects exceeding $2 million in capital costs; thus, the 
application tacitly concedes that the capital costs will be greater than those shown in Section F.2. 
 
As a result of these issues, the application fails to demonstrate the reasonableness of the projected costs, 
nor does it provide documentation of financing for the capital costs necessary to develop the project. 
 
Given this lack of transparency and understated costs of the proposed project, the application should 
be found non-conforming with Criteria 5 and 12. 
 
Failure to Demonstrate Coordinated Care 
 
The application proposes to develop an ASF in Oxford to be staffed by physicians with Raleigh Medical 
Group. While this physician practice has offices in Wake County, it has no offices in Granville County, nor 
does the application indicate any intention to develop a presence in the county. Rather, it appears that 
the gastroenterologists will drive to the proposed ASF, perform their cases, and drive back out of the 
county to their homes. The application provides no commitment to obtaining privileges at GHS to provide 
coverage for emergency cases or inpatient care. Without a local office to see patients outside the ASF, 
even patients seeking outpatient care or follow up visits would be required to travel to a Raleigh Medical 
Group office outside the county. Curiously, the application even references the necessity of the services 
provided by the physicians outside of the GI endoscopy room on page 17, such as evaluating new patients, 
performing consultations and follow-up visits, as well as drawing lab specimens and evaluating 
medication. Without a physician office in Granville County, none of these services will be provided locally. 
This lack of coordination certainly undermines the utilization projections, based on expected referrals 
from local physicians, but it also indicates that the facility will not be developed in coordination with the 
local healthcare system. 
 
Given this issue, the application should be found non-conforming with Criterion 8. 
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ATTACHMENT - REQUIRED STATE AGENCY FINDINGS

FINDINGS
C = Conforming

CA = Conditional
NC = Nonconforming
NA = Not Applicable

DATE: April 13, 2007
PROJECT ANALYST: Helen E. Alexander
SECTION CHIEF: Lee B. Hoffman

PROJECT I.D. NUMBER: L-7771-06 Halifax Gastroenterology, P.C. d/b/a Prashanti Endoscopy 
Center / Develop a new ambulatory surgical facility with two 
gastrointestinal endoscopy rooms / Halifax County

REVIEW CRITERIA FOR NEW INSTITUTIONAL HEALTH SERVICES

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

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

NA

There are no policies or need determinations in the 2006 State Medical Facilities Plan 
applicable to the review of applications for gastrointestinal endoscopy rooms. Therefore, 
this criterion is not applicable in this review.

(2) Repealed effective July 1, 1987.

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

NC

Halifax Gastroenterology, P.C. d/b/a Prashanti Endoscopy Center (PEC) proposes 
development of a new ambulatory surgical facility with two gastrointestinal (“GI”) 



2

endoscopy rooms for a single specialty gastroenterology practice in Roanoke Rapids. 
Prashanti, L.L.C. owns the land and building that will house the proposed ambulatory 
surgical facility and the physician practice.  PEC proposes to lease approximately 
3,444 square feet of space from Prashanti, L.L.C. for the new ambulatory surgical 
facility, which will be located at 1007 Gregory Drive, Roanoke Rapids.  The sole 
owner of Halifax Gastroenterology, P.C. is Dr. Nagarjuna Yerra. Prashanti, LLC is 
owned equally by Dr. Nagarjuna Yerra and Padma Yerra. 

In Section I., page 3, the applicant stated "The proposed GI endoscopy facility will 
begin operation in November 2006."  Therefore, construction on the building and the 
two gastrointestinal endoscopy rooms was almost complete at the time the 
application was submitted. In Section II., page 9, the applicant states:

“At the present time, Dr. Yerra only performs GI endoscopy procedures 
at Halifax Regional Medical, the area hospital and licensed facility."

Population to be served

In Section III. 6, the applicant identifies Halifax and Northampton Counties as its 
primary service area and Warren County, Hertford County, Greenville County, 
Virginia, and Brunswick County, Virginia as the secondary service area.  On page 13, 
the applicant states the number of patients to be served in the GI endoscopy room as 
follows:

"The number of patients projected to be served in the first three (3) years of the 
proposed project is approximately 15% less than the number of procedures to 
be performed:

Year #1: 1,530
Year #2: 1,785
Year #3: 2,040"

In Section III.7, page 43 of the application, the applicant identified the population to be 
served by the proposed facility in the first three years of operation following completion 
of the project as shown in the following table:

County

Projected Number of 
*Patients [sic]

YR 1 (6/07-5/08)

Projected Number of 
*Patients [sic]

YR 2 (6/08-5/09)

Projected Number of 
*Patients [sic] 

YR 3 (6/09-5/10)
Percent of Total 

*Patients [sic]
Halifax 1,156 1,348 1,541 64.2%
Northampton 472 550 629 26.2%
Warren 41 48 55 2.3%
Hertford 38 44 50 2.1%
Greensville, VA 34 40 46 1.9%
Brunswick, VA 31 36 41 1.7%
Other 29 34 38 1.6%

Total 1,800 2,100 2,400 100%
*These numbers are the applicant's projections of procedures to be performed as stated In Section IV
and the rest of the application.

In the above table the applicant incorrectly refers to its projections of the number of 
procedures to be performed, as patients.  In the rest of the application the applicant 
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correctly refers to these numbers as projected procedures. Regardless, the 
applicant adequately identified the population proposed to be served.

Need for the Proposed Service

In Section IV.2, pages 46-47 of the application, the applicant provides three tables 
showing the projected number of GI endoscopy procedures to be performed in the 
proposed facility in the first three years of operation following completion of the 
project, which is summarized below.  

Project Year Procedures
YR 1 (6/07-5/08) 1,800
YR 2 (6/08-5/09) 2,100
YR 3 (6/09-5/10) 2,400

In Section II., page 29, the applicant provided the following assumptions for the stated 
projections:

1. "The average number of GI endoscopy cases performed per hour by a 
gastroenterologist is 2.  The actual performance is likely to be in excess of 
2.50.

2. The proposed GI endoscopy facility will have two (2) procedure schedules. 
One schedule will have one (1) gastroenterologist working out of one (1) 
procedure room.  The other schedule will have one (1) gastroenterologist 
working out of two (2) procedure rooms.  It is assumed that Halifax 
Gastroenterology, P. C. will recruit a second gastroenterologist to join the 
practice within the next year to meet patient demand and unmet medical 
need.

3. The GI endoscopy facility will operate at least eight (8) hours per day with 
procedures being performed within six (6) hour periods.

4. Depending on the physician schedule used (as outlined in point #2 above), 
the number of procedures performed per room per year will have a 
minimum level of 1,500 GI endoscopy procedures per procedure room 
(250 days x 6 hours per day x 2.5 procedures per hour = 3,750 
procedures) when a second gastroenterologist is recruited by Halifax 
Gastroenterology, P.C.  The six (6) hour assumption for procedure 
performance in an eight (8) hour work day takes into (1) account facility 
set-up and maintenance time required to support safe and high quality 
patient care and (2) a solo gastroenterologist at this time must also make 
time for hospital-based procedures, outpatient office visits, and inpatient 
consultations. . .

5. The actual projected volume for the proposed GI endoscopy facility is . . . 
[1,800 in Year 1, 2,100 in Year 2, and 2,400 in Year 3].  Given unmet 
patient demand and medical need, it is likely that the proposed GI 
endoscopy facility will exceed these projected volume estimates."
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Thus, the applicant based its projections on the number of procedures a gastroenterologist 
is capable of performing, rather than on the number of procedures needed by the 
population proposed to be served.  Further, the applicant states there is "unmet patient 
demand and medical need" but does provide adequate documentation to support the 
population's need for the number of endoscopy procedures it proposes to provide. 
Therefore, the applicant does not demonstrate that the projected number of persons to be 
served is reasonable.

The applicant's reasons for development of the facility are discussed below.  In Section 
III.1 of the application, pages 37-40 of the application, the applicant states the need 
for the gastrointestinal endoscopy facility in Halifax County as follows:

"With proper and timely screening via GI endoscopy, the mortality rate from colo-
rectal and other GI related cancers can be greatly reduced.

As further background, colo-rectal cancer is the most preventable cancer in 
America.  It is the second highest cancer killer in America, and currently only 30-
40% of North Carolina citizens appropriate for colo-rectal cancer screening 
undergo any type of screening including colonoscopy and fecal occult blood tests. . . 

We expect demand to increase to at least 50% of the population choosing screening 
colonoscopy within the next few years based upon similar experience in states like 
Virginia, where public and physician awareness increased significantly due to 
publicity campaigns begun in 2000. . .

Given the low GI physician to population ratio in our region, we feel that a 
physician office-based GI endoscopy facility is critical to future GI physician 
recruiting success."

In Section III. 1. (b), pages 38-40 and Section II. pages 22-26, the applicant discusses 
the following factors to substantiate the need for the facility:

• Population and Gastroenterologist Ratios; 
• Colo-Rectal Cancer Endoscopy Screening Demand/Need Analysis;
• Migration of GI Endoscopy Procedures Out of Hospital Facility Setting; and
• Population and Gastroenterologist Ratios.

In Exhibit 17, PEC provided Blue Cross Blue Shield's handouts for Office 
Endoscopy presented to the Endoscopy Workgroup on January 28, 2005.  This 
presentation compared the member cost sharing for Upper and Lower GI 
Endoscopies performed in office surgery, freestanding ambulatory surgical facilities, 
and hospitals (outpatients only).  The report shows costs for hospital outpatient for 
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Upper and Lower GI Endoscopy procedures were higher than the costs for these 
procedures in freestanding ambulatory surgical facilities.  The applicant stated:

"A number of private health insurance plans, including the majority of 
health plans administered by Blue Cross Blue Shield of North Carolina 
("BCBSNC"), treat GI endoscopy procedures performed within a 
physician office as a part of a physician office visit.

The resulting cost to patients under most BCBSNC health plan benefits 
is a specialty physician office co-payment.  This specialty physician 
office co-payment may be as low as $30.  Therefore, the total out-of 
pocket cost to a patient is limited to this co-payment amount.  If the 
same GI endoscopy procedure is performed in a hospital or free 
standing ASC facility setting, the patient's out-of-pocket cost is 
calculated as the deductible plus co-insurance.  For patients with high 
deductible health plan policies, the out-of-pocket cost to patients can be 
well over $1,000 for GI endoscopy procedures performed in hospital 
and free standing ASC facility settings."

The CON Section is aware that some existing licensed ambulatory surgical facilities 
have negotiated with BCBS to bill their endoscopy procedures as being performed 
in a physician office in order for patients to pay a lower co-payment.  However, the 
applicant did not provide any evidence in its application that BCBS would approve 
its proposed licensed ambulatory surgical facility to bill its procedures in this 
manner. Therefore, the applicant failed to adequately demonstrate in its application 
that the out-of-pocket costs to the patient served in its proposed ambulatory 
surgical facility will be the same amount as the patient pays in an unlicensed 
physician's office.

In Section III. 9., page 44, the applicant states the following reasons for 
constructing a GI endoscopy facility:

"1. Need to provide more affordable GI endoscopy procedures to 
patients;

2. Need to protect the economic viability and financial interest of 
the practice given expanded competition from other newly 
developed physician office based GI endoscopy facilities being 
promoted by insurance payers such as BCBSNC;

3. Need to increase procedure volume through increased 
operational efficiency; and

4. Support of gastroenterologist physician recruitment to better 
meet the medical service needs of the region."
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In Section III., page 39, PEC provided the information in the following table as a 
reason for development of the proposed facility.

County GI 
Physicians

2005 Population Est. Over
50 population

Est. Current 
Endo Screening

Patients Needing 
Endo Screening

Halifax 1 56,023 20,729 15% 17,619
Northampton 0 21,483 7,949 15% 6,756
Warren 0 19,729 7,300 15% 6,205
Hertford 0 23,574 8,722 15% 7,414
Brunswick, VA 0 17,920 6,630 15% 5,636
Greensville, VA 1 11,088 4,103 15% 3,487
Total 2 149,817* 55,433* 47,117

*Mathematical calculation corrected by Project Analyst

However, PEC did not identify the source of the population data used in the above 
statements or provide the specific population data obtained from this source to 
substantiate its assumptions.  Specifically, the population data is not consistent with 
the North Carolina Demographic Office's projected July 1, 2006 County Total Age 
Groups-Standard, updated of June 12, 2006.  According to the Demographic 
Office's projections the 2006 projected population over 50 in Halifax County is 
19,268, which is 7.6% less than the applicant's projection of 20,729 Halifax 
residents.

Additionally, no source is cited for the applicant's statement in Section III., page 38 
that 

"The current colo-rectal cancer screening level (rate attained) via 
endoscopy is estimated to be 15% of the over fifty (50) population in 
Halifax Gastroenterology, P.C.'s primary and secondary patient service 
areas."

Specifically, the applicant failed to document or provide any data in the application 
to support the assertion that only 15% of the population over 50 in the proposed 
service area is screened for colo-rectal cancer via endoscopy at the present time.
Further, the applicant offers no evidence to support its resulting conclusion that 
85% of the over 50 population need an endoscopy procedure as opposed to one of 
the other available types of screening tests for colo-rectal cancer, such as a fecal 
occult blood stool test. Also, on page 38, the applicant states the clinical objective 
for endoscopy screening is 75%. However, its calculations in the table on page 39 
show its demand analysis is based on 100% (15% plus 85% ) of the over 50 
population receiving an endoscopy procedure. In comparison, the American Cancer 
Society goal is that 75% of adults older than age 50 will have had a recent colo-
rectal cancer screening test by 2015, which includes any of the types of screening 
tests, not just endoscopy.  Additionally, materials published by the American Cancer 
Society indicate, if a colonoscopy is the type of screening test selected by the 
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patient as opposed to one of the other types of screening tests, then an average risk 
individual, 50 years of age or older, should receive a colonoscopy only every ten 
years unless they have a positive test result.

In addition, Exhibit 18 includes a publication which states, 

“The colorectal cancer screening measure, new for HEDIS 2004, estimates the 
percentage of adults 50-80 years of age who have had appropriate screening for 
colorectal cancer. The screening criteria can be met with anyone of four tests: a 
fecal occult blood test (FOST) during the measurement year; a flexible 
sigmoidoscopy within the last five years; a double contrast barium enema within 
the last five years; or a colonoscopy within the last ten years."  

Thus, the applicant's analysis and projections regarding endoscopy services 
artificially inflate demand for the proposed services and are unsupported and 
unreliable.

Further, in the applicant's defined North Carolina service area, there are two existing 
facilities with GI endoscopy rooms, Halifax Regional Medical Center in Halifax 
County and Roanoke-Chowan Hospital in Hertford County.  The following table 
demonstrates the historical GI endoscopy procedures performed at these facilities as 
reported on the hospital license renewal applications:

Halifax Regional Medical Center
Year # GI

Endoscopy Rooms
Inpatient 

procedures
Outpatient 
procedures

Total 
procedures

Procedure/Room

FY 2003 1 584 1,352 1,936 1,936
FY 2004 1 614 1,233 1,847 1,847
FY 2005 1 469 1,208 1,677 1,677
FY 2006 1 588 1,714 2,302 2,302

Roanoke-Chowan Hospital
FY 2003 1 335 893 1,228 1,228
FY 2004 1 374 1,034 1,408 1,408
FY 2005 1 409 1,126 1,535 1,535
FY 2006 1 366 806 1,172* 1,172

*2007 License Renewal Application records 1,366 total procedures.

As shown above, the historical number of procedures reported by Halifax Regional 
Medical Center does not demonstrate a growth trend in demand for the procedures 
given that the number of procedures increased in only one of the last four years.  It 
should be noted that Dr. Yerra and Halifax Regional Medical Center disagree on the 
number of procedures performed at the hospital.  In Section II., pages 19-20, the 
applicant states it performed 2,425 GI endoscopy procedures at Halifax Regional 
Medical Center from October 1, 2005 to September 30, 2006 and did not perform GI 
endoscopy procedures in any other existing health service facility in the last 12 
months.  However, the applicant states on page 21 of the application that it 
performed 2,346 procedures in the last year.  Thus, the applicant made inconsistent 
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statements about the number of procedures it performed.  However, the number of 
procedures performed at the hospital is not the basis on which the following 
conclusions regarding the application were made.

In particular, the applicant failed to demonstrate in its application that the 
development of an ambulatory surgical facility for the performance of GI endoscopy 
procedures would significantly increase the number of endoscopy procedures 
performed.  For example, the applicant projects an increase of approximately 17% 
from Year 1 to Year 2 (1,800 procedures x 1.17 = 2,106 procedures) and 14% from 
Year 2 to Year 3 (2,100 procedures x 1.14 = 2,394 procedures), but does not 
provide the statistical assumptions on which this projected growth is based.  
Specifically, in Section IV. 2 (b) of the application, the applicant is required to 
"Provide all assumptions made and the methodology used for the projection." 
However, the applicant provided no response to this question.  Therefore, the 
applicant failed to provide the information necessary to demonstrate that the 
assumptions and methodology used to project utilization were reasonable.

Also, if the majority of the projected number of outpatients receive services at the 
proposed facility rather than the hospital, the GI endoscopy procedures performed at 
the hospital are likely to be less than 1,500 GI endoscopy procedures per room.  The 
applicant did not adequately demonstrate the need for two GI endoscopy rooms in 
addition to the one existing GI endoscopy room at Halifax Regional Medical Center.

In Section II., page 28, in response to 10A NCAC 14C .3903(b), the applicant 
states

"The proposed GI endoscopy facility will have two (2) procedure rooms.  The 
proposed GI endoscopy facility projects to perform the following number of 
procedures in the next three (3) years as calculated by CPT code:

Year #1: 1,800
Year #2: 2,100
Year #3: 2,400"

However, in accordance with 10A NCAC 14C .3903(b), the applicant must project 
to perform 1,500 GI endoscopy procedures per proposed room in the second 
operating year of the project.  This rule requires the applicant to project 
performance of 3,000 procedures in the second operating year if the applicant 
proposes to develop two GI endoscopy rooms.  However, in the second operating 
year of the project, the applicant estimates it will perform only 2,100 GI endoscopy 
procedures in the two rooms, which is less than 1,500 procedures per room (2,100 
procedures / 2 rooms =1,050 per room).  Consequently, based on the applicant's 
own projections, the application on its face does not adequately demonstrate the 
need for two GI endoscopy rooms.
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In summary, the applicant did not adequately demonstrate the need the population to 
be served has for the proposed endoscopy rooms.  Therefore, the application is 
nonconforming to this criterion.

(3a) In the case of a reduction or elimination of a service, including the relocation of a facility 
or a service, the applicant shall demonstrate that the needs of the population presently 
served will be met adequately by the proposed relocation or by alternative arrangements, 
and the effect of the reduction, elimination or relocation of the service on the ability of low 
income persons, racial and ethnic minorities, women, handicapped persons, and other 
underserved groups and the elderly to obtain needed health care.

NA

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

NC

In Section III. 9., pages 44-45, PEC discusses the alternatives that were considered 
in development of the proposed facility.  However, the application is not conforming 
to all applicable statutory and regulatory review criteria.  See discussion in Criteria 
3, 5, 6, 7, 8, 12, 18a and “Criteria and Standards for Gastrointestinal Endoscopy 
Procedure Rooms in Licensed Health Service Facilities."  The applicant failed to 
adequately demonstrate that its proposal is an effective alternative and, therefore, is 
nonconforming with this criterion.  Consequently, the application is disapproved.

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

NC

In Section VIII., the applicant provides the capital costs for Prashanti, LLC (Lessor) and 
Halifax Gastroenterology, P.C. (Lessee).  The following table summarizes the capital cost 
allocated to the two entities.

Category Prashanti, LLC
(Lessor)

Halifax Gastroenterology, P.C.
(Lessee)

Land purchase $132,000
Legal fees and closing cost $7,111
Survey & Subsoil Investigation $2,500
Site preparation costs $161,000
Construction Contract $934,777
Equipment/Furniture $361,000
Landscaping $20,000
Architect and Engineering Fees $74,782
Consultant Fees $24,000
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Financing Costs $5,000 $1,000
Interest During Construction $10,405
Total $1,347,575 $386,000

The following table shows the amount and source of funds for each entity as 
stated by the applicant on pages 72-74, 78-79, and 83:

Prashanti, LLC Halifax Gastroenterology, P.C.
Stated Capital Need $1,347,575 $386,000
Bank Loan $1,000,000* $361,000
Owner's Reserves $347,575*
Cash Reserves $25,000
Total Capital Cost $1,347,575 $386,000
Start-up capital $15,000
Initial Operating Expense $60,436
Total Working Capital $75,436

Documentation
Exhibit 34 First Citizen Loan $1,000,000
Exhibit 35-Capital Reserve for 
Dr. and Mrs. Yerra

$347,575

Exhibit 40-Line of Credit for 
equipment

$450,000

Exhibit 42-Cash Reserves of 
Halifax Gastroenterology, P.C.

$25,000
and $75,436

*Application page 74

In Section IX.1., page 83 of the application, the applicant projects that there will be 
start-up expenses of $15,000 and initial operating expenses of $60,436, for total 
working capital requirements of $75,436.  In Section IX. 2., page 83, the applicant 
states the working capital requirements will be financed by “Unrestricted Cash of 
proponent” ($75,436)."
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Exhibit 42 includes a letter dated November 14, 2006 from Qimal R. Goyal, 
Accountant, which states

"We have reviewed the financials of Halifax Gastroenterology, P.C.  
Please be advised that Halifax Gastroenterology P.C. has sufficient cash 
flow and borrowing capacity to meet the start-up expense and working 
capital requirements associated with the development of the proposed 
gastrointestinal ("GI") endoscopy facility.  As background, we have 
reviewed the financial pro formas and certificate of need ("CON") 
application of the new GI endoscopy center, as well as the new physician 
office."

Additionally, Exhibit 43 contains a letter dated November 13, 2006 from Clark 
Young, Senior Vice President of First Citizens Bank regarding start up and initial 
operating expenses which states

"First Citizens Bank has approved and will be issuing a line of credit in the 
amount of $100,00 to Halifax Gastroenterology, P.C."

Exhibit 34 contains an executed loan commitment letter dated September 13, 2006 
between Prashanti, LLC and First Citizens Bank for the principal sum of 
$1,000,000 with an interest rate of 7.10% per annum for the sole purpose of 
constructing a medical office building.  The loan origination fee is $5,000.  Exhibit 
39 contains an amortization schedule for this loan.  The applicant states the 
additional $347,575 capital needs will be provided by owners' equity of Dr. and 
Mrs. Yerra.  Exhibit 35 contains a letter dated November 14, 2006 from Qimat R 
Goyal that states

"Please be advised that Prashanti, LLC is a new estate management 
corporation that has been formed by Dr. and Mrs. Nagarjuna Yerra.  As the 
sole owners of Prashanti, LLC, Dr. and Mrs. Yerra use their own personal 
net worth and borrowing capacity to support Prashanti, LLC's operations 
and activities.

. . . Dr. and Mrs. Yerra have sufficient net worth and borrowing capacity to 
meet all capital requirements associated with the project as outlined in the 
financial pro formas and the CON application."

In Section VIII. Page 79, the applicant states that the anticipated source of funding 
for the capital costs to be incurred by Halifax Gastroenterology, P.C. is a bank 
loan/line of credit for $361,000 and owner's equity of $25,000.  Exhibit 35 contains a 
letter dated November 14, 2006 from Qimal R. Goyal, Accountant that states
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"We confirm that Halifax Gastroenterology P.C. and Dr. and Mrs. Yerra 
have sufficient net worth and borrowing capacity to meet all the capital 
requirements associated with the project as outlined in the financial pro 
formas and the CON application."

Exhibit 40 contains an executed loan commitment letter dated September 13, 2006 
between Halifax Gastroenterology, PC and First Citizens Bank for the principal sum 
of $450,000 with an interest rate of 7.10% per annum for the sole purpose of 
purchasing equipment and furniture for a medical office building.  Exhibit 40, also 
contains a copy of a Promissory Note for the loan.  Exhibit 41 contains an 
amortization schedule for this loan. 

However, in Section VIII. 1. of the application, the applicant understated its capital
costs for the proposed facility.  See discussion in Criterion (12) of construction 
costs.  Consequently, the applicant did not identify the source of funds to be used 
for the additional capital expenses to be incurred for the project, which are 
described in Criterion (12).

Further, Proforma Statements of Operating Revenue and Retained Earnings do not 
include adequate interest expense for the utilization of the $100,000 line of credit 
for start-up and initial operating expenses or the $450,000 loan for the equipment 
and furniture.  The amortization table provided in Exhibit 41 for the $450,000 loan 
states that annual interest and principal payments for this loan are $82,026.  This 
loan payment includes $30,723, $26,906, and $22,804 interest for Year 1, Year 2, 
and Year 3 respectively, but only $15,747 is budgeted for the annual interest 
payment. Further, the Proforma Statement of operating expenses does not contain 
any repayment of debt, although principal payments for the $450,000 loan alone are 
$52,303 in the first year.  There are also no expenses included in the Proforma 
Statements for the $100,000 line of credit.  Thus, the applicant does not budget 
adequate expenses for repayment of the loan and line of credit. 

In Section X. 1., page 84, the applicant states

". . . the charge for all GI endoscopy procedures will be $675.  With 
certain private and government insurance payers, however, facility 
charges are bundled with professional service charges to form a 'global' 
charge."

On page 15, the applicant shows a facility charge of $675 for each procedure in 
addition to the professional charge.  However, in all three operating years the 
applicant projects average gross revenue per procedure will be $374.74 excluding 
physician fees, as shown in the Proforma Statements of Operating Results and 
Retained Earnings. The applicant's gross revenue per procedure is calculated as 
follows:
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Year 1 Year 2 Year 3
Gross Patient Revenue $625,938 $730,261 $834,584
Number of procedures 1,800 2,100 2,400
Gross revenue per procedure $347.74 $347.74 $347.74

On page 17, the applicant projects average reimbursement per procedure to range 
from $275 to $450.  Therefore, it appears the applicant’s projections of gross revenue 
in its proforma statements are incorrectly based on average reimbursement, rather 
than charges.

Further, in Section II., page 15, the applicant states that 

"A 'global' fee includes both professional and facility reimbursement.  
The 'global' charge will be submitted to Medicare and other government 
payers that will reimburse physician office based GI endoscopy 
procedures using a higher facility site of service ('SOS') professional fee 
schedule reimbursement."

Therefore, if the global fee is collected by the facility, then the facility must pay a 
professional fee to the physician's office practice.  In Section II., page 15, the 
applicant provides the following information regarding the professional fees:

Proposed Charge Schedule
Description Professional Charge Facility Charge Global Charge
Diagnostic colonoscopy $900 $675 $1,575
Upper GI endoscopy $650 $675 $1,325
Lesion removal colonoscopy $1,100 $675 $1,775
Lesion removal colonoscopy $1,100 $675 $1,775
Colon Screening Low Risk $900 $675 $1,575
Colon Screening High Risk $900 $675 $1,575
Upper GI, biopsy $710 $675 $1,385
Colonoscopy & biopsy $950 $675 $1,625
Flexible Sigmoidoscopy $275 $675 $950
Upper GI, guide wire $1,100 $675 $1,775

However, the Proforma Statements of Operating Results and Retained Earnings do 
not include either the total global charges or the expenses for payment of the 
professional services.  Furthermore, the Proforma operating expense statements do 
not include sufficient expenses for all necessary staff salaries and benefits.  See 
Criterion (7) for detailed discussion.  Additionally, the applicant's projections of the 
number of endoscopy procedures to be performed are unsupported and unreliable. 
Consequently, the costs and revenues that are based on these projections are also 
unsupported and unreliable.  See Criterion (3) for discussion.  
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In summary, the applicant failed to adequately demonstrate that the financial 
feasibility of the proposed project is based on reasonable projections of costs and 
charges and that sufficient funds are available for the additional capital costs. 
Consequently, the application is not conforming to this criterion.

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

NC

The applicant failed to adequately demonstrate the need for the proposed 
gastrointestinal endoscopy rooms in Halifax County.  See Criterion (3) for discussion. 
Consequently, the applicant failed to adequately demonstrate that its proposed project 
would not result in unnecessary duplication of existing or approved health service 
capabilities and facilities.  Therefore, the application is nonconforming to this 
criterion.

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

NC

In Section VII. 2., page 65 of the application, the applicant provides the following 
table showing the projected full-time equivalent (FTE) staffing for the proposed 
ambulatory surgical facility which will have two gastrointestinal endoscopy rooms:

Employee Category FTE
Registered Nurse (RN) 2.0
Licensed Practical Nurse (LPN) 1.0
Nursing Aides, Orderlies, or Attendants 2.0
Non-Health and Technical Personnel 0.0
Total FTE Positions 5.0

In Section II. page 32, PEC states the staffing requirements for the facility as 
follows:

(1) "Administration;
Administration-0 (lead nurse will handle administration duties with 
practice administrator)
(2) pre-operative;
Pre-Operative-1
(3) post-operative;
Post-Operative-1
(4) procedure rooms;
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Procedure Rooms--2 personnel depending on gastroenterologist room 
schedule; the schedule may be one (1) gastroenterologist per two (2) 
procedure rooms or one (1) gastroenterologist per one (1) procedure
room
(5) equipment cleaning, safety, and maintenance; and
Equipment Cleaning, Safety, and Maintenance-1
(6) other
Other-none"

Further, in Section II., page 34, the applicant states

"At least one registered nurse ("R.N.") will be present during the 
performance of GI endoscopy procedures to manage conscious sedation 
and other clinical requirements."

However, the applicant failed to project adequate FTE Registered Nurses to staff 
two endoscopy procedure rooms in compliance with its stated policies for sedation. 
In Exhibit 20, Sedation Administration and Policy, page 189, the applicant states

"The RN managing the sedation of the patient may not leave the patient 
unattended or engage in tasks that would compromise monitoring.  
Immediate access to oxygen and emergency equipment must be 
available, including the ability to provide positive pressure ventilation."

Also, American Association for Accreditation of Ambulatory Surgery Facilities, 
Inc. (AAAASF) Standard 310-030 states

"A physician, C.R.N.A., or R.N. with Advanced Cardiac Life Support 
(ACLS) certification or who is otherwise qualified in resuscitation is 
immediately available until all patients have met the criteria for 
discharge from the surgical facility."

Consequently, if the applicant proposes two endoscopy procedure rooms, the 
facility would need a minimum of three RNs to meet both accreditation standards 
and the applicant's stated policies (two RNs for the two procedure rooms and one 
RN for pre-operative/post operative patients).  However, the applicant proposes to 
employ only two RNs.  

Additionally, in Section II., page 34, the applicant stated "Generally at all times two (2) 
clinical staff, including an R.N., will assist gastroenterologists in the performance of 
GI endoscopy procedures.”  Thus, the required staff at this stated level is 4 FTE 
positions to provide assistance in the two proposed procedure rooms (2RNs and 
2LPNs). However, the applicant projects in Table VII.7 Staffing by Area of Operation 
a total of only two staff assisting in the two procedure rooms (one RN and one LPN).  
See Criterion 7 and 10A NCAC 14C .3905 (d) (5) for additional discussion.  Therefore, 
the applicant also did not propose a sufficient number of LPNs for operation of two GI 
endoscopy rooms.
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Further, the applicant does not include in Section VII.2 or the budgeted operating 
expenses, staff to be used for the reception area or staff that will perform billing and 
collection for the ambulatory surgical facility.  In Section II., page 9, the applicant 
states

"Separate financial, accounting, and other business records will be 
maintained for the GI endoscopy facility.  Dedicated medical, 
professional, and administrative staff will manage the GI endoscopy 
facility, so that there is clear separation of the GI endoscopy facility 
form the physician office."

However, the proposed staff in Section VIII. does not include any administrative 
personnel, except one RN manager who also has clinical responsibilities. Further, 
the applicant did not budget any expenses for the salaries and benefits of the 
additional staff discussed above or the Medical Director.

In summary, the applicant failed to adequately demonstrate the availability of sufficient 
resources, including health manpower and management personnel, for the provision of 
the proposed services.  Therefore, the applicant is not conforming to this criterion.

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

NC

Exhibit 19 contains a copy of the proposed pathology provider service agreement 
with CBLPath.  Exhibit 29 contains letters from local physicians supporting the 
applicant’s proposal to develop an outpatient endoscopy facility and stating their intent 
to refer patients to the proposed facility.  Exhibit 29, also, contains a letter from the 
Halifax County Health Department supporting the project.  In Section V.2.(a), the 
applicant identifies Halifax Regional Medical Center as the facility with which the 
ambulatory surgical facility will have an agreement for patient transfer if additional 
medical support is needed.  However, a copy of the agreement is not provided as 
required in 10A NCAC 14C .3904 (d) (3).  In Section II., page 31 of the 
application, the applicant states 

"A transfer agreement with a local hospital is not required since the 
gastroenterologists will use their own hospital admitting privileges in 
the event of an emergency transfer or other type of patient referral."

However, because the proposed facility will be licensed as an ambulatory surgical 
facility, transfer agreements are required.  Consequently, the applicant failed to 
adequately demonstrate that all necessary ancillary and support services will be 
available and is not conforming to this criterion.
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(9) An applicant proposing to provide a substantial portion of the project's services to 
individuals not residing in the health service area in which the project is located, or in 
adjacent health service areas, shall document the special needs and circumstances that 
warrant service to these individuals.

NA

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

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

NA

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

(i) would be available under a contract of at least 5 years duration;
(ii) would be available and conveniently 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

(11) Repealed effective July 1, 1987.

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

NC
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In Section XI. 5. (d), page 91, the applicant states there will be a total of 8,312 
square feet in the entire building plus an additonal 1,086 square feet of attic 
storage, for a total of 9,348 square feet.  Of this amount, the applicant states 
3,444 will be used for the ambulatory surgical facility.  In Section VIII.1, pages 
72-73, the applicant projects the total cost for construction, land purchase and 
site preparation costs for the entire building will be $1,237,388.  Additional 
costs for the building include $20,000 for landscaping, $74,782 for Architect 
and Engineering Fees, $5,000 for financing costs, and $10,405 for a total 
capital cost of $1,347,575. ($1,237,388 + $110,187).  In Section VIII. 1, page 
73, the applicant states

"This facility includes both the proposed GI endoscopy facility and 
the physician office of Halifax Gastroenterology, P.C.  The 
portion of the proposed facility dedicated to GI endoscopy is 
3,444 sq. ft. divided by the total 9,398 sq. ft. or 36.65%.  
Therefore, the capital cost attributed to the proposed GI 
endoscopy facility is $1,347,575 X .3665 = $493,836."

However, the executed proposal between Halifax Gastroenterology, PC and 
Turn-Contractors, Inc. states the following items are not included in the 
pricing:

"1. Plan preparation cost
2. Unsuitable soil removal and replacement
3. Rock removal
4. Electrical utility fees
5. Water and sewer availability fees
6. Yard sprinkler system
7. Phone and data wiring
8. Road sign
9. Building exterior signs
10. Interior door signs
11. All equipment
12. All furniture
13. Security system
14. Gas tap fees"

Thus, the projected costs of $1,347,575 provided in Section VIII for Prashanti, 
LLC do not include costs for all non-equipment/furniture items in the above 
list. For example, costs are not included for utility tap-on fees, the security 
system, and signage.  Consequently, the construction costs provided by the 
applicant in Section VIII are understated.

Exhibit 25 contains a line drawing for the proposed building with highlighted 
areas for the proposed GI endoscopy ambulatory surgical facility.  The 
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highlighted areas include two GI endoscopy rooms, six pre-operative/post-
operative recovery rooms, a nursing area and a scope washing area.  However, 
not included in the proposed square footage are a receiving/registering area and 
a separate waiting area from the physician office. Furthermore, the applicant's 
line drawing of the proposed facility is unreadable and consequently it is not 
possible to determine whether all other required spaces are included in the 
design of the facility. Therefore, it appears the square footage necessary to 
establish a licensed ambulatory surgical facility is understated. As a result, the 
construction costs are understated.

In summary, the applicant failed to adequately demonstrate that the cost and 
design of the proposed construction represent the most reasonable alternative.  
Therefore, the application is non-conforming to this criterion.

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

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

NA

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

NA

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

C

The following table from Section VI.13, shows the percentage of total 
cases for PEC by payer category for its proposed endoscopy services for 
the second year of operation.

Cases by Payer Category Percent of 
Total
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Private Pay 6.16%
Commercial Insurance 32.17%
Medicare 48.77%
Medicaid 10.32%
Charity/indigent 2.58%
Total 100%

The applicant demonstrated that medically underserved populations will have 
adequate access to the proposed services and is conforming to this criterion.

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

C

In Section VI. 8 (a), page 60, the applicant stated

"Patients have access to the facility's services via several 
options, including physician referral, self-referral, and 
referrals from local organizations such as the Halifax 
County Health Department."

The applicant demonstrated that a range of means will be offered by 
which a person will have access to its services, and thus, the application 
is conforming to 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

See Section V.1 of the application and the letters in Exhibit 27.  The applicant is 
conforming to this criterion.

(15) Repealed effective July 1, 1987.
(16) Repealed effective July 1, 1987.
(17) Repealed effective July 1, 1987.
(18) Repealed effective July 1, 1987.

(18a) The applicant shall demonstrate the expected effects of the proposed services on 
competition in the proposed service area, including how any enhanced competition will 
have a positive impact upon the cost effectiveness, quality, and access to the services 
proposed; and in the case of applications for services where competition between 
providers will not have a favorable impact on cost-effectiveness, quality, and access to the 
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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 failed to adequately demonstrate that its proposal will have a positive 
impact upon the cost effectiveness and quality of the proposed services. Therefore, 
the applicant is nonconforming to this criterion. See Criteria (3), (5), (7), (8) and 
(12) for discussion.

(19) Repealed effective July 1, 1987.

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

NA

(21) Repealed effective July 1, 1987.

(b) The Department is authorized 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 another hospital 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.

NC

The proposal submitted by Halifax Gastroenterology, P.C. is not conforming to all applicable 
Criteria and Standards for Gastrointestinal Endoscopy Procedure Rooms in Licensed Health 
Service Facilities as required by 10A NCAC 14C .3900, as indicated below.
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SECTION .3900 - CRITERIA AND STANDARDS FOR GASTROINTESTINAL ENDOSCOPY 
PROCEDURE ROOMS IN LICENSED HEALTH SERVICE FACILITIES

10A NCAC 14C .3902 INFORMATION REQUIRED OF APPLICANT
(a)  An applicant proposing to establish a new licensed ambulatory surgical facility for performance of 
GI endoscopy procedures or develop a GI endoscopy room in an existing licensed health service facility 
shall provide the following information:

(1) the counties included in the applicant's proposed service area, as defined in 10A NCAC 
14C .3906;

-C- The applicant identified the service area as Halifax, Northampton, Warren and 
Hertford Counties in North Carolina and Greensville and Brunswick Counties in 
Virginia.  Therefore, the applicant is conforming to this rule.

(2) with regard to services provided in the applicant's GI endoscopy rooms, identify:
(A) the number of existing and proposed GI endoscopy rooms in the licensed health 

service facility in which the proposed rooms will be located;

-C- The applicant does not currently operate any GI endoscopy rooms in a licensed 
facility. However, the proposed facility will have two GI endoscopy rooms.  See 
Exhibit 25 for the floor plan.  

(B) the number of existing or approved GI endoscopy rooms in any other licensed 
health service facility in which the applicant or a related entity has a controlling 
interest that is located in the applicant's proposed service area;

-NA- The applicant does not have an existing licensed health service facility and no 
related entity to the applicant has a licensed health service facility in the proposed 
service area.

(C) the number of GI endoscopy procedures, identified by CPT code or ICD-9-CM 
procedure code, performed in the applicant's licensed or non-licensed GI 
endoscopy rooms in the last 12 months;

-NA- The applicant did not have any licensed or non-licensed GI endoscopy rooms in the 
last 12 months before the application was filed.

(D) the number of GI endoscopy procedures, identified by CPT code or ICD-9-CM 
procedure code, projected to be performed in the GI endoscopy rooms in each of 
the first three operating years of the project;

-C- In Section II., page 12, the applicant provided the projected number of procedures 
by CPT Code for the first three years of operation of the proposed facility.  
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Therefore, the application is conforming to this rule.  See Criterion (3) for 
discussion regarding the reasonableness of the projections.

(E) the number of procedures by type, other than GI endoscopy procedures, 
performed in the GI endoscopy rooms in the last 12 months;

-NA- The facility is new and was not operational in the last 12 months.

(F) the number of procedures by type, other than GI endoscopy procedures, projected 
to be performed in the GI endoscopy rooms in each of the first three operating 
years of the project;

-NA- The applicant states that PEC will perform only gastroenterology endoscopy 
procedures in the proposed GI endoscopy rooms.

(G) the number of patients served in the licensed or non-licensed GI endoscopy rooms 
in the last 12 months; and,

-NA- The facility is new and was not operational in the last 12 months. 

(H) the number of patients projected to be served in the GI endoscopy rooms in each 
of the first three operating years of the project;

-C- On page 13 of the application, the applicant projects 1,530 patients will be served 
in the first year, 1,785 in the second year and 2040 in the third year.  See Criterion 
(3) for discussion of the reasonableness of the projections.

(3) with regard to services provided in the applicant's operating rooms identify:
(A) the number of existing operating rooms in the facility;
(B) the number of procedures by type performed in the operating rooms in the last 12 

months; and
(C) the number of procedures by type projected to be performed in the operating 

rooms in each of the first three operating years of the project;

-NA- The applicant does not have any operating rooms.

(4) the days and hours of operation of the facility in which the GI endoscopy rooms will be 
located;
-C- On page 14 of the application, the applicant states that the facility will be operated 

Monday through Friday from 7:30 AM to 5 PM, 52 weeks per year, except for 
holidays.

(5) if an applicant is an existing facility, the type and average facility charge for each of the 
10 GI endoscopy procedures most commonly performed in the facility during the 
preceding 12 months;
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-NA- The applicant is not an existing facility that provides endoscopy services.

(6) the type and projected average facility charge for the 10 GI endoscopy procedures which 
the applicant projects will be performed most often in the facility;

-C- On page 15 of the application, the applicant provides the type and projected 
average facility charge for the 10 GI endoscopy procedures which the applicant 
projects will be performed most often in the facility.

(7) a list of all services and items included in each charge, and a description of the bases on 
which these costs are included in the charge;

-C- On page 16 of the application, the applicant states that facility charge "includes all 
services and items to be billed to patients.  The projected average facility charge 
($675) is set at approximately 156% of Medicare allowable ambulatory surgery 
center ("ASC") reimbursement ($433).  On page 15, the applicant states "Some 
private insurance payers reimburse physician office based GI endoscopy 
procedures on a "global" fee basis.  A 'global' fee includes both professional and 
facility reimbursement.  The 'global' charge will be submitted to Medicare and 
other government payers that will reimburse physician office based GI endoscopy 
procedures using a higher facility site of service ('SOS') professional fee schedule 
for reimbursement."

(8) identification of all services and items (e.g., medications, anesthesia) that will not be 
included in the facility's charges;

-C- On page 16 of the application, the applicant states that "No other services or items 
will be billed to patients in excess of the facility charge for facility related 
services, except for pathology services or professional services under the 
submission of 'global' charges.  If a health plan payer reimburses on a 'global' 
basis (professional and facility payments combined into a single reimbursement), 
then the charge structure will be based on a 'global' charge with professional and 
facility charges combined together.  Pathology services will be billed on a 
separate basis for non-government health plan players."

(9) if an applicant is an existing facility, the average reimbursement received per procedure 
for each of the 10 GI endoscopy procedures most commonly performed in the facility 
during the preceding 12 months; and

-NA- The applicant is not an existing facility that provides endoscopy services.

(10) the average reimbursement projected to be received for each of the 10 GI endoscopy 
procedures which the applicant projects will be performed most frequently in the facility.
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-C- On page 17 of the application, the applicant listed the average facility 
reimbursement by CPT Code projected to be received for the facility fee for each 
of the 10 GI endoscopy procedures which the applicant projects will be performed 
most frequently in the facility.

(b) An applicant proposing to establish a new licensed ambulatory surgical facility for provision of GI 
endoscopy procedures shall submit the following information:
(1) a copy of written administrative policies that prohibit the exclusion of services to any 

patient on the basis of age, race, religion, disability or the patient's ability to pay;

-NC- The applicant states on page 17 

"Please find below a copy of the administrative policy that will be adopted by the 
proposed GI endoscopy facility: 

Halifax Gastroenterology, PC is a provider of specialty care physician services. 
Our gastroenterologists and endoscopy center serve the needs of patients in the 
region, regardless of ability to pay, ethnicity, age, gender, financial status or 
insurance coverage, who are in need of appropriate and necessary medical care.”

However, the above policy does not explicitly state "the exclusion of services to 
any patient on the basis of age, race, religion, disability or the patient's ability to 
pay" will be prohibited by the new endoscopy center. Therefore, the application is 
not conforming to this rule.

(2) a written commitment to participate in and comply with conditions of participation in the 
Medicare and Medicaid programs within three months after licensure of the facility;

-C- In Section II., page 18, the applicant stated "It is the intent of Halifax 
Gastroenterology, P.C. to pursue state licensure and certification of the facility 
for the Medicare and Medicaid program once a CON is granted."

(3) a description of strategies to be used and activities to be undertaken by the applicant to 
assure the proposed services will be accessible by indigent patients without regard to 
their ability to pay;

-NC- In Section II., page 18, the applicant stated

"Halifax Gastroenterology, P.C. currently has a very high percentage of 
uncompensated care when compared to other gastroenterology practices in 
North Carolina.  It is estimated that the amount of uncompensated care 
(charity/indigent care and bad debt combined) provided by Halifax 
Gastroenterology P.C. each year exceeds 7% of its collected revenues.  Due 
to cash accounting, uncompensated care is not reported as accounts 
receivable and is generally understated.  Please refer to Exhibit 29 for 
copies of letter of support from the Rural Health Group, Inc., which 
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operates a number of Community Health Centers in Halifax and 
surrounding counties and communities."

However, the application does not contain "a description of strategies to be used 
and activities to be undertaken by the applicant to assure the proposed services 
wilt be accessible by indigent patients." In other words, the applicant does not 
address strategies for access to the proposed services to be provided in the new 
facility. Therefore, the application is not conforming to this rule.

(4) a written description of patient selection criteria including referral arrangements for 
high-risk patients;

-C- In Exhibit 15 of the application, the applicant provides a written description of 
patient selection criteria including referral arrangements for high-risk patients.

(5) the number of GI endoscopy procedures performed by the applicant in any other existing 
licensed health service facility in each of the last 12 months, by facility;

-NC- In Section II., pages 19-20, the applicant states it performed 2,425 GI endoscopy 
procedures at Halifax Regional Medical Center from October 1, 2005 to 
September 30, 2006 and did not perform GI endoscopy procedures in any other 
existing health service facility in the last 12 months.  However, the applicant states 
on page 21 of the application that it performed 2,346 procedures in the last year.  
Thus, the applicant made inconsistent statements about the number of procedures 
it performed.  Therefore, the applicant is not conforming to this criterion.

(6) if the applicant proposes reducing the number of GI endoscopy procedures it performs 
in existing licensed facilities, the specific rationale for its change in practice pattern.

-C- In Section II., page 21, the applicant states

"The construction of his own physician office based GI endoscopy 
facility combined with other practice changes, including the addition of 
a mid-level practitioner, however will permit Dr. Yerra to increase the 
number of GI endoscopy procedures he performs each year.  Through a 
combination of (1) efficiency gains, (2) scheduling improvements, and 
(3) increased procedure schedule time, it is expected that Dr. Yerra will 
increase his annual GI procedure count from 2,346 to over 3,000. 
There will always remain inpatient and a fair amount of outpatient GI 
endoscopy procedures that will continue to be performed in Halifax 
Regional Medical Center due to clinical and other consideration."

The applicant states that market forces are causing the migration of GI 
endoscopy procedures out of hospitals.  Market forces include consumer 
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demand for lower out-of-pocket costs, accessibility, advanced 
technology, and increased privacy.

10A NCAC 14C .3903  PERFORMANCE STANDARDS

(a) In providing projections for operating rooms, as required in this Rule, the operating rooms shall be 
considered to be available for use 250 days per year, which is five days per week, 52 weeks per year, 
excluding 10 days for holidays.

-NA- The applicant does not have an operating room.

(b) An applicant proposing to establish a new licensed ambulatory surgical facility for performance of 
GI endoscopy procedures or develop a GI endoscopy room in an existing licensed health service facility 
shall reasonably project to perform an average of at least 1,500 GI endoscopy procedures only per GI 
endoscopy room in each licensed facility the applicant or a related entity owns in the proposed service 
area, during the second year of operation following completion of the project.

-NC- The applicant projects to perform an average of only 1,050 GI endoscopy 
procedures per room in the second operating year (2,100 procedures / 2 procedure 
rooms = 1,050 procedures per room).  Therefore, the application is not 
conforming to this rule. Also, the applicant did not adequately demonstrate that the 
number of GI endoscopy procedures it projects to perform during the second 
operating year is reasonable.  See Criterion (3) for a detailed discussion of the 
analysis of the projections.

(c) An applicant proposing to establish a new licensed ambulatory surgical facility for performance of 
GI endoscopy procedures or develop a GI endoscopy room in an existing licensed health service facility 
shall demonstrate that at least the following types of GI endoscopy procedures will be provided in the 
proposed facility or GI endoscopy room: upper endoscopy procedures, esophagoscopy procedures, and 
colonoscopy procedures.

-C- On page 29 of the application, the applicant states that it will provide the following 
types of GI endoscopy procedures: upper endoscopy, esophagoscopy and 
colonoscopy procedures.
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(d) If an applicant, which proposes to establish a new licensed ambulatory surgical facility for 
performance of GI endoscopy procedures or develop a GI endoscopy room in an existing licensed health 
service facility, or a related entity to the applicant owns operating rooms located in the proposed 
service area, the applicant shall meet one of the following criteria:

(1) if the applicant or a related entity performs GI endoscopy procedures in any of its 
surgical operating rooms in the proposed service area, reasonably project that during the 
second operating year of the project the average number of surgical and GI endoscopy 
cases per operating room, for each category of operating room in which these cases will 
be performed, shall be at least: 4.8 cases per day for each facility for the outpatient or 
ambulatory surgical operating rooms and 3.2 cases per day for each facility for the 
shared operating rooms; or

(2) demonstrate that GI endoscopy procedures were not performed in the applicant's or 
related entity's inpatient operating rooms, outpatient operating rooms, or shared 
operating rooms in the last 12 months and will not be performed in those rooms in the 
future.

-NA- The applicant nor any related entity does not have and does not propose to have 
any operating rooms in the proposed service area.

(e) An applicant proposing to establish a new licensed ambulatory surgical facility for performance of 
GI endoscopy procedures or develop an additional GI endoscopy room in an existing licensed health 
service facility shall describe all assumptions and the methodology used for each projection in this Rule.

-NC- The applicant failed to adequately describe all assumptions and the methodology 
used for each projection in this Rule.  See Criterion 3 for discussion.  In fact, the 
applicant did not respond to Section IV. 2 (b) of the application.  Therefore, the 
application is not conforming to this rule.

10A NCAC 14C .3904  SUPPORT SERVICES

(a) An applicant proposing to establish a new licensed ambulatory surgical facility for performance of 
GI endoscopy procedures or develop a GI endoscopy room in an existing licensed health service facility 
shall provide a copy of an agreement between the applicant and a pathologist for provision of pathology 
services.

-C- The applicant provides a copy of an agreement with the pathologist in Exhibit 19 
of the application.
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(b) An applicant proposing to establish a new licensed ambulatory surgical facility for performance of 
GI endoscopy procedures or develop a GI endoscopy room in an existing licensed health service facility 
shall provide a copy of the guidelines it shall follow in the administration of conscious sedation or any 
type of anesthetic to be used, including procedures for tracking and responding to adverse reactions and 
unexpected outcomes.

-C- The applicant provides a copy of its Anesthesia Policies in administration of 
conscious sedation and anesthesia, including procedures for tracking and 
responding to adverse reactions and unexpected outcomes, in Exhibit 20 of the 
application.

(c) An applicant proposing to establish a new licensed ambulatory surgical facility for performance of 
GI endoscopy procedures or develop a GI endoscopy room in an existing licensed health service facility 
shall provide a copy of the policies and procedures it shall utilize for cleaning and monitoring the 
cleanliness of scopes, other equipment, and the procedure room between cases.

-C- The applicant provides a copy of its policies and procedures for cleaning and 
maintaining the cleanliness of scopes, other equipment, and the procedure room 
between cases in Exhibit 21 of the application.

(d) An applicant proposing to establish a new licensed ambulatory surgical facility for performance of 
GI endoscopy procedures or develop a GI endoscopy room in an existing licensed health service facility 
shall provide:

(1) evidence that physicians utilizing the proposed facility will have practice privileges at an 
existing hospital in the county in which the proposed facility will be located or in a 
contiguous county;

-C- In Exhibit 22 of the application, the applicant provides evidence that Dr. Yerra 
who will utilize the proposed facility will have practice privileges at Halifax 
Regional Medical Center.

(2) documentation of an agreement to transfer and accept referrals of GI endoscopy patients 
from a hospital where physicians utilizing the facility have practice privileges; and

-NC- The application did not contain a copy of an agreement to transfer and accept 
referrals of GI endoscopy patients from Halifax Regional Medical Center.  
Therefore, the application is not conforming to this rule.

(3) documentation of a transfer agreement with a hospital in case of an emergency.

-NC- The application did not contain documentation of a transfer agreement with a 
hospital in case of an emergency.  Therefore, the application is not conforming to 
this rule.
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10A NCAC 14C .3905  STAFFING AND STAFF TRAINING

(a) An applicant proposing to establish a new licensed ambulatory surgical facility for performance of 
GI endoscopy procedures or develop a GI endoscopy room in an existing licensed health service facility 
shall identify the number of staff to be utilized in the following areas:

(1) administration;
(2) pre-operative;
(3 post-operative;
(4 procedure rooms;
(5) equipment cleaning, safety, and maintenance; and
(6) other.

-C- The applicant identified the number of staff it proposed to utilize in each of the 
above areas on page 32, page 68 and Exhibit 36, 37 and 38 of the application.  See 
Criterion (7) and 10A NCAC 14C .3905(d) for discussion of the reasonableness of 
the proposed number of staff for operation of two procedure rooms.

(b) The applicant proposing to establish a new licensed ambulatory surgical facility for performance of 
GI endoscopy procedures or develop a GI endoscopy room in an existing licensed health service facility 
shall identify the number of physicians by specialty and board certification status that currently utilize 
the facility and that are projected to utilize the facility.

-C- The applicant identified one physician who is a board certified gastroenterologist 
and is projected to utilize the facility at this time.  The applicant plans to extend 
privileges to others.

(c) The applicant proposing to establish a new licensed ambulatory surgical facility for performance of 
GI endoscopy procedures or develop a GI endoscopy room in an existing licensed health service facility 
shall provide the criteria to be used by the facility in extending privileges to medical personnel that will 
provide services in the facility.

-NC- The applicant refers to Exhibit 23.  However, the applicant provided Dr. Verra’s 
reappointment application to the medical staff of Halifax Regional Medical Center 
in Exhibit 23.  The applicant did not provide the criteria to be used by the new 
ambulatory surgical facility in extending privileges to medical personnel that will 
provide services in the new facility.

(d) If the facility is not accredited by The Joint Commission on Accreditation of Healthcare 
Organizations, The Accreditation Association for Ambulatory Health Care, or The American 
Association for Accreditation of Ambulatory Surgical Facilities at the time the application is submitted, 
the applicant shall demonstrate that each of the following staff requirements will be met in the facility:

(1) a Medical director who is a board certified gastroenterologist, colorectal surgeon or 
general surgeon, is licensed to practice medicine in North Carolina and is directly 
involved in the routine direction and management of the facility;
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-C- On page 33 of the application, the applicant identified Nagarjuna Yerra M.D., a 
board certified gastroenterologist, as the medical director.  Exhibit 28 contains the 
Curriculum Vitae of Dr. Yerra, which states he is a Board Certified 
Gastroenterologist and is licensed to practice medicine in North Carolina.

(2) all physicians performing GI endoscopy procedures in the facility shall be board eligible 
or board certified gastroenterologists by American Board of Internal Medicine, 
colorectal surgeons by American Board of Colon and Rectal Surgery or general surgeons 
by American Board of Surgery;

-C- On page 33 the applicant states “All gastroenterologists performing GI endoscopy
procedures in the proposed facility are board certified and fellowship trained."

(3) all physicians with privileges to practice in the facility will be active members in good 
standing at a general acute care hospital within the proposed service area;

-C- In Section II., page 34, the applicant states "All gastroenterologists performing GI 
endoscopy procedures in the proposed facility have admitting privileges at 
Halifax Regional Medical Center.”

(4) at least one registered nurse shall be employed per procedure room;

-NC In Section VII., Table VII.7 Staffing by Area of Operation, page 68, the applicant 
lists only one RN for the two GI procedure rooms.  The second RN listed as staff 
is assigned to the preoperative and postoperative care. In Section II., page 34, the 
applicant stated "Generally at all times two (2) clinical staff, including an R.N., 
will assist gastroenterologists in the performance of GI endoscopy procedures." 
Because two GI endoscopy rooms are proposed, another RN is needed for the 
second endoscopy room in order to have one RN per procedure room.  See 
Criterion 7 and 10A NCAC 14C .3905 (d) (5) for additional discussion.  
Therefore, the applicant is not conforming with this criterion.

(5) additional staff or patient care technicians shall be employed to provide assistance in 
procedure rooms, as needed; and,

-NC- In Section II., page 34, the applicant stated "Generally at all times two (2) clinical 
staff, including an R.N., will assist gastroenterologists in the performance of GI 
endoscopy procedures." Thus, the required staff at this stated level is 4 FTE
positions to provide assistance in the two proposed procedure rooms (2RNs and 
2LPNs).  However, the applicant projects in Table VII.7 Staffing by Area of 
Operation only two staff for the two procedure rooms (one RN and one LPN).  
See Criterion 7 and 10A NCAC 14C .3905(d)(5) for additional discussion.  
Therefore, the applicant did not propose a sufficient number of LPNs for operation 
of two GI endoscopy rooms, and is not conforming to this criterion.
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(6) a least one health care professional who is present during the period the procedure is 
performed and during postoperative recovery shall be ACLS certified; and, at least one 
other health care professional who is present in the facility shall be BCLS certified.

-C- On page 34 of the application, the applicant states that "At least one (1) staff 
member will be ACLS certified, and at least one (1) other staff member will be 
BCLS certified.  The proposed GI endoscopy facility will likely exceed these 
minimum requirements."

10A NCAC 14C .3906  FACILITY

(a) An applicant proposing to establish a licensed ambulatory surgical facility that will be physically 
located in a physician's office or within a general acute care hospital shall demonstrate reporting and 
accounting mechanisms exist that confirm the licensed ambulatory surgery facility is a separately 
identifiable entity physically and administratively, and is financially independent and distinct from other 
operations of the facility in which it is located.

-NC- On page 34 of the application, the applicant states "Halifax Gastroenterology, 
P.C. confirms that the proposed GI endoscopy facility will be separately 
identifiable from administrative, financial, and physical plant perspectives within 
the physician office facility to meet CFR 416 rules and state licensure and legal 
requirements." The above information is not sufficient to demonstrate that the 
proposed new ambulatory surgical facility will be a separately identifiable entity 
administratively and will be financially independent and distinct from the rest of the 
operations of the facility.  In particular, the applicant is Halifax Gastroenterology, 
P.C., which is the same entity that will occupy the rest of the building.  Further, 
certain positions/functions necessary for the separate operation of the proposed 
new ambulatory surgical facility from the physician office were not listed in 
Section VII.2. of the application. Also, because professional fees were not listed 
as an expense to be paid by the facility to the physicians, it was not clear that the 
applicant considered the professional practice to be administrated as a separate 
entity from the ambulatory surgical facility.  Therefore, it is not apparent that the 
new ambulatory surgical facility will be administratively and financially 
independent and distinct from the other operations of Halifax Gastroenterology, 
P.C., in the building.  See Criterion (7) for discussion of staff issues.  In summary, 
the applicant did not adequately demonstrate conformance to this rule.
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(b) An applicant proposing to establish a new licensed ambulatory surgical facility for performance of 
GI endoscopy procedures or develop a GI endoscopy room in an existing licensed health service facility 
shall commit to obtain accreditation and to submit documentation of accreditation of the facility by The 
Accreditation Association for Ambulatory Health Care, The Joint Commission on Accreditation of 
Healthcare Organizations, or The American Association for Accreditation of Ambulatory Surgical 
Facilities within one year of completion of the proposed project.

-C- On page 35 of the application, the applicant states it is committed to obtaining 
accreditation from the Accreditation Association for Ambulatory Health Care and 
projects to be accredited in the Spring of 2007.

(c) If the facility is not accredited at the time the application is submitted, an applicant proposing to 
establish a new licensed ambulatory surgical facility for performance of GI endoscopy procedures or 
develop a GI endoscopy room in an existing licensed health service facility shall:

(1) document that the physical environment of the facility conforms to the requirements of 
federal, state, and local regulatory bodies.

-NC- On page 35 of the application, the applicant states the proposed physical plant will 
conform to the requirements of federal, state, and local regulatory bodies. 
However, the room labels on the floor plan provided in Exhibit 25 are not 
readable. Therefore, it is not possible to determine if all required space is included 
in the design of the facility. Also, the applicant did not identify a 
receiving/registering area on the drawing, and did not document a waiting area for 
the ambulatory surgical facility that is separate from the waiting area for the 
physician office. Consequently, the application is not conforming to this rule.

(2) provide a floor plan of the proposed facility identifying the following areas:
(A) receiving/registering area;
(B) waiting area;
(C) pre-operative area;
(D procedure room by type; and
(E) recovery area.

-NC Exhibit 25 of the application contains a copy of the facility’s floor plan. However, 
the floor plan for the space to be licensed as the ambulatory surgical facility does 
not include a receiving/registering area or a separate waiting area from the 
physician office. Therefore, the application is not conforming to this rule.

(3) demonstrate that the procedure room suite is separate and physically segregated from the 
general office area; and,

-C- On page 35, the applicant states "The proposed GI endoscopy suite is physically 
separated by a separate fire and smoke compartment from the physician office to 
meet Life Safety Code/NFPA 101 fire safety requirements."
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(4) document that the applicant owns or otherwise has control of the site on which the 
proposed facility or GI endoscopy rooms will be located.

-C- Prashanti LLC, a related entity owns the site.  Exhibit 7 contains a copy of the 
lease agreement for the portion of the building to be used for the GI Suite.  The 
owner of the building is Prashanti, LLC which is Dr. and Mrs. Yerra and the tenant 
is Halifax Gastroenterologists P.C. which is solely owned by Dr. Yerra.



































































 
 
 
 
 
 
 
 
 

Attachment 3 



































































































 
 
 
 
 
 
 
 
 

Attachment 4 



Cancer Chronic Conditions Immunizations Health Promotion Pregnancy-Related** Reproductive Health 

 Breast cancer 

- Mammography 

(women 40+*) 

- Genetic (BRCA) 

screening and 

counseling (women 

at high risk) 

- Preventive 

medication (women 

at high risk)  

 Cervical cancer 

- Pap testing (women 

21+ with cervix) 

- HPV DNA 

testing
♀
 (women 30– 

65 with normal pap 

results) 

 Colorectal cancer 

- Fecal occult 

blood testing, 

sigmoidoscopy, 

and/or 

colonoscopy.  

(adults 50– 75) 

 Lung cancer 

screening 

- Annual 

tomography 

(adults 55– 80 with 

history) 

 Skin cancer 

- Counseling  

(adults 18– 24) 

 Abdominal aortic 

aneurysm screening (men 

65– 75 who have ever smoked) 

 Cardiovascular health 

- Hypertension 

screening 

- Blood pressure 

- Lipid disorders 

screenings (high risk 

women 20+; at risk men 20– 

35; all men 35+) 

- Aspirin (men 45– 79; women 

55– 79) 

- Behavioral Counseling 

(overweight or obese adults 

with CVD risk factors) 

 Diabetes (Type 2) 

screening (adults with elevated 

blood pressure  

 Depression screening 

(adults when follow up supports 

available) 

 Hepatitis B screening 

(adults at high risk for infection) 

 Hepatitis C screening 

(high risk adults; one time 

screening for adults born between 

1945 and 1965) 

 Obesity Screening and 

Management (all adults via 

body mass index (BMI)) 

- Referral for intervention for 

adults ≥ BMI of 30 kg/m
2 

 Osteoporosis screening 

(all women 65+; high risk women 

<60) 

 Haemophilus 

influenzae type 

b (adults 18+ with risk 

factors) 

 Hepatitis A (adults 

with risk factors) 

 Hepatitis B (adults 

with risk factors) 

 HPV (women 18– 26 

and men 18– 21 not 

previously vaccinated; 

at risk men 22– 26) 

 Influenza 

(yearly) 

 Meningococcal 

(adults 18+ with risk 

factors) 

 Measles, Mumps 

and Rubella 

(adults 18– 49; 50+ 

with risk factors) 

 Pneumococcal 

(adults 19– 64 with risk 

factors; adults 65+) 

 Td booster, 

Tdap  

 Varicella  

 Zoster (adults 60+) 

 Alcohol misuse 

screening and 

counseling (risk 

assessment all adults) 

 Fall Prevention 

Counseling and 

Preventive Medication 

(community-dwelling adults 

65+) 

 Intimate partner 

violence screening, 

counseling
♀
 (women) 

 Tobacco counseling 

and cessation 

interventions  

 Well-woman visits
♀
 

(women 18– 64; visits for 

recommended preventive 

services, preconception care, 

and/or prenatal care) 

 Alcohol misuse 

screening and 

counseling 

 Breastfeeding supports 

- Counseling 

- Consultations with 

trained provider
♀
 

- Equipment rental
♀
 

 Folic acid supplements 

(women with reproductive capacity) 

 Gestational diabetes 

screenings
♀
 (after 24 weeks 

gestation)  

 Iron deficiency anemia 

screening 

 Preeclampsia preventive 

medicine (pregnant women at 

high risk) 

 Low-dose aspirin (at risk 

women after 12 weeks of 

gestation) 

 Screenings for pregnant 

women 

- Hepatitis B 

- Chlamydia (women ≤24 

years; older women at risk) 

- Gonorrhea 

- Syphilis 
- Bacteriurea 

 Tobacco counseling and 

cessation interventions 

 Contraception (all 

women with reproductive 

capacity) 
♀
 * 

- All FDA-approved 

contraceptive 

methods as 

prescribed 

- Sterilization 

procedures 

- Patient education 

and counseling 

- Services related 

to follow-up, 

management of 

side effects, and 

device removal 

 Screenings 

- Chlamydia (sexually 

active women ≤24 years 

old, older women at 

risk) 

- Gonorrhea 

((sexually active women 

≤24 years old, older 

women at risk) 

- Syphilis (adults at 

high risk) 

- HIV (adults 15– 65; at-

risk younger 

adolescents and older 

adults) 

 STI and HIV 

counseling (adults at 

high risk;  all sexually-

active women
♀
) 

: Unless noted, applicable age for the recommendations is age 18+. Pregnancy-related applies to pregnant women. Age ranges are meant to encompass the broadest range possible. Each 

service may only be covered for certain age groups or based on risk factors. *The ACA defines the recommendations of the USPSTF regarding breast cancer services to “the most current other than 

those issued in or around November 2009.” Thus, coverage for mammography is guided by the 2002 USPSTF guideline. **Services in this column apply to all pregnant or lactating women, unless 

otherwise specified. ***Certain religious employers exempt from this requirement. 
♀
Recommendation from HRSA Women’s Preventive Services; coverage for these services without cost sharing in 

“non-grandfathered” plans began August 1, 2012. Coverage without cost sharing for all other services went into effect Sep. 23, 2010.  

: CMS, Affordable Care Act Implementation FAQ’s Set 18.
 

CMS, Preventive Health Services for Adults. More information about each of the items in this table, including details on periodicity, 

age, risk factors, and specific tests and procedures are available at the following websites: USPSTF; ACIP; HRSA Women’s Preventive Services. 

http://www.cms.gov/CCIIO/Resources/Fact-Sheets-and-FAQs/aca_implementation_faqs18.html
https://www.healthcare.gov/what-are-my-preventive-care-benefits/#part=1
http://www.uspreventiveservicestaskforce.org/Page/Name/uspstf-a-and-b-recommendations/
http://www.cdc.gov/vaccines/pubs/ACIP-list.htm#comp
http://www.hrsa.gov/womensguidelines/


Chronic Conditions Immunizations Health Promotion Reproductive Health 
Development and 

Behavioral Health 

 Cardiovascular 

health  

- Blood pressure 

(screening for  at risk 

newborn children – 3 

years; children 3 years+) 

- Lipid disorders 

screenings (children 

2 years+ risk 

assessment/ screening) 

 Depression 

screening (adolescents 

11 years+) 

 Hepatitis B 

screening (adolescents 

at high risk for infection) 

 Skin cancer 

counseling (children 10 

years+) 

 Obesity  

- Screening (children 2 

years+ via body mass 

index (BMI) 

- Counseling and 

behavioral 

interventions 

(obese children 6 years+) 

 DTaP (children 2 months– 6 years) 

 Haemophilus influenzae 

type b (children 2 months – 4 

years) 

 Hepatitis A ( children 1 year+; 2 

years+  with risk factors) 

 Hepatitis B (at birth; then 

newborn+) 

 HPV (children 11 years+) 

 Inactivated Poliovirus 

(children 2 months+) 

 Influenza (yearly)  

(children 6+ months+)  

 Meningococcal (children 11 

years+; 2 months+ with risk factors) 

 Measles, Mumps and 

Rubella (children 1 year+) 

 Pneumococcal  

- Pneumococcal 

conjugate (children 2 

months – 4 years; 5 years+ with 

risk factors) 

- Pneumococcal 

polysaccharide (children 2 

years+ with risk factors)  

 Td booster, Tdap (children 7 

years+) 

 Varicella (children 1 year+) 

 Rotavirus (children 2– 6 months) 

 Anemia screening, supplements (children 6 

months+ iron supplements for high risk 6 – 12 months) 

 Dental caries prevention 

- Fluoride varnish (infants and children at age of 

primary teeth eruption)  

- Fluoride supplements(children 6+ months 

without fluoride in water source) 

 Gonorrhea prophylaxis treatment (newborn) 

 History and physical exams (prenatal+)  

 Measurements:  

- Length/height and weight (children newborn– 

adolescence)  

- Head circumference, weight for length 

(newborn – 2 years) 

- Body mass index (BMI) (children 2 years+) 

- Blood pressure (risk assessment at birth; children 

3 years+) 

 Oral health: risk assessment, referral to 

dental home (children 6 months –  6 years) 

 Screenings 

- Blood screening(newborn– 2 months) 

- Critical congenital health defect (newborn) 

- Lead screening(children risk assessment and/or 

test 6 months – 6 years)  

- Metabolic/hemoglobin, 

phenylketonuria, sickle cell, congenital 

hypothyroidism screenings (newborn+) 

- Tuberculin (children risk assessment 1 month+)  

 Tobacco counseling and cessation 

interventions (children 5 years– adolescence)  

 Vision and hearing 

screenings/assessment (children newborn+)  

 Contraception (all women 

with reproductive capacity)
♀
* 

- All FDA-approved 

contraceptive 

methods as 

prescribed 

- Sterilization 

procedures 

- Patient education and 

counseling 

- Services related to 

follow-up, 

management of side 

effects, and device 

removal 

 STI and HIV counseling 

(sexually-active adolescents) 

 Screenings  

- Chlamydia (sexually 

active females) 

-  Gonorrhea (sexually 

active females) 

-  HIV (adolescents and at risk 

children; screening ages 16– 

18) 

-  STIs (risk assessment for 

adolescents; screening ages 

16– 18) 

 Alcohol misuse 

screening and 

counseling (risk 

assessment adolescents 

11 years+) 

 Autism screening: 

(infants 18– 24 months)  

 Developmental 

screenings and 

surveillance 

(newborn+) 

 Psychosocial/ 

behavioral 

assessment 

(newborn+) 

:  Age ranges are meant to encompass the broadest range possible, up to age 21.  Each service may only be covered for certain age groups or based on risk factors.  For specific details on 

recommendations, please consult the websites listed below. *Certain religious employers exempt from this requirement. 
♀
Recommendation from HRSA Women’s Preventive Services; coverage for 

these services without cost sharing in “non-grandfathered” plans began August 1, 2012. Coverage without cost sharing for all other services went into effect Sep. 23, 2010. 

: CMS, Affordable Care Act Implementation FAQ’s Set 18. CMS,
 

Preventive health services for children. More information about each of the items in this table, including details on periodicity, 

age, risk factors, and specific tests and procedures are available at the following websites: USPSTF; Bright Futures and American Academy of Pediatrics; ACIP; HRSA Women’s Preventive Services. 

http://www.cms.gov/CCIIO/Resources/Fact-Sheets-and-FAQs/aca_implementation_faqs18.html
https://www.healthcare.gov/preventive-care-benefits/children/
http://www.uspreventiveservicestaskforce.org/Page/Name/uspstf-a-and-b-recommendations/
http://www.aap.org/en-us/professional-resources/practice-support/Periodicity/Periodicity%20Schedule_FINAL.pdf
http://www.cdc.gov/vaccines/pubs/ACIP-list.htm#comp
http://www.hrsa.gov/womensguidelines/
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