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Six applicants submitted CON applications in response to the need identified in the 2022 SMFP for two (2) 
additional ORs in Wake County: CON Project ID# J-12252-22 Oakview, ASC, CON Project ID# J-12253-22 
Triangle Vascular Care, CON Project ID# J-12260-22 Rex Hospital, CON Project ID# J-12261-22-21 Duke 
Health Green Level ASC, CON Project ID# J-12248-22 KM Surgery Center, and CON Project ID# J-12264-22 
WakeMed Garner Hospital.  
 
Four applicants submitted CON applications in response to the need identified in the 2022 SMFP for 45 
additional acute care beds in Wake County: CON Project ID# J-12258-22 Rex Hospital, CON Project ID# J-
12259-22 UNC Rex Holly Springs Hospital, CON Project ID# J-12263-22 Duke Raleigh Hospital, and CON 
Project ID# J-12264-22 WakeMed Garner Hospital.   
 
Based on previous batch reviews that included acute care beds and ORs during the same review cycle, 
DUHS anticipates the Wake County competitive review for acute care beds and ORs will similarly be 
combined into one set of Agency Findings.  Therefore, this document includes separate comparative 
reviews for acute care beds and ORs, respectively, along with an independent analysis of each competing 
application against applicable statutory review criteria found in G.S. 131E-183(a) and the regulatory 
review criteria found in 10A NCAC 14C.   
 
These comments are submitted by DUHS in accordance with N.C. Gen. Stat. § 131E-185(a1)(1) to address 
the representations in the applications, including a comparative analysis and a discussion of some of the 
most significant issues identified regarding the applicants’ conformity with the statutory and regulatory 
review criteria (“the Criteria”) in N.C. Gen. Stat. §131E-183(a) and (b). Other non-conformities in the 
competing applications may exist and DUHS reserves the right to develop additional opinions, as 
appropriate upon further review and analysis. 
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COMPARATIVE ANALYSIS FOR ACUTE CARE BEDS 
 
The Healthcare Planning and Certificate of Need Section developed a list of suggested comparative factors 
for competitive batch reviews.  The following factors are suggested for all reviews regardless of type of 
services or equipment proposed: 
 

• Conformity with Statutory and Regulatory Review Criteria 

• Scope of Services 

• Historical Utilization 

• Geographic Accessibility (Location within the Service Area) 

• Access by Service Area Residents 

• Access by Underserved Groups: Charity Care  

• Access by Underserved Groups: Medicaid  

• Access by Underserved Groups: Medicare  

• Competition (Access to a New or Alternate Provider) 

• Projected Average Net Revenue per Patient 

• Projected Average Total Operating Cost per Patient 
 
Other comparative factors may be utilized based on the facts of the competitive review. The following 
summarizes the competing applications relative to the potential comparative factors. 
 

Conformity to CON Review Criteria 

Four CON applications have been submitted seeking to develop acute care beds in Wake County.  The 
applicants each propose to develop 40 acute care beds.  Based on the 2022 SMFP’s need determination, 
only 45 acute care beds can be approved. Only applicants demonstrating conformity with all applicable 
Criteria can be approved, and only the application submitted by DUHS demonstrate conformity to all 
Criteria: 

Conformity of Applicants  

Applicant Project I.D. 
Conforming/ 

Non-Conforming 

Rex Hospital J-12258-22 No 

UNC Rex Holly Springs Hospital J-12259-22 No 

Duke Raleigh Hospital J-12263-22 Yes 

WakeMed Garner Hospital J-12264-22 No 

 

The DRAH application is based on reasonable and supported volume projections and adequate projections 
of cost and revenues.  As discussed below, the competing applications contain errors and flaws which 
result in one or more non-conformities with statutory and regulatory review Criteria. Therefore, the DRAH 
application is the most effective alternative regarding conformity with applicable review Criteria. 
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Scope of Services 

Generally, the application proposing to provide the greatest scope of services is the more effective 
alternative with regard to this comparative factor.  
 
Two applications involve long-standing, existing acute care hospitals which provide numerous types of 
medical services, i.e., DRAH and UNC Rex. Both DRAH and UNC Rex provide a broader scope of services 
compared to UNC Rex Holly Springs Hospital and WakeMed Garner. 
 
UNC Rex Holly Springs Hospital has been operational less than one year.1  In fact, as of August 15, 2022 
UNC Rex Holly Springs Hospital has yet to open six of its approved acute care beds.2  According to UNC 
Rex Holly Springs Hospital’s website, the only specialties offered at the hospital include general surgery 
and orthopaedics. https://www.rexhealth.com/rh/hospitals-locations/profile/rex-holly-springs-hospital/  
 
WakeMed proposes to develop a new 31-bed acute care hospital in Garner. WakeMed states the services 
at WakeMed Garner will exclude specialized cardiac and cardiovascular surgery patients, neurosurgery, 
OB, neonatal, complex oncology, behavioral health, substance abuse, inpatient rehabilitation, trauma, 
and burn. 
 
For these reasons, DRAH and UNC Rex are more effective alternatives regarding scope of services and 
UNC Rex Holly Springs Hospital and WakeMed Garner are less effective alternatives. 
 
 
Geographic Accessibility 

There are currently 1,388 existing and approved acute care beds, allocated between three existing health 
systems in the Wake County Service Area, as illustrated in the following table.   
 

City Hospital System 
Total Acute Care Bed 

Inventory* 

Raleigh Duke Raleigh Hospital DUHS 186 - 40 = 146 

  UNC Rex UNC 418 
  WakeMed WakeMed 610 

  Raleigh Total   1,174 

Cary WakeMed Cary Hospital WakeMed 200 

  Duke Green Level Hospital DUHS 40 

  Cary Total   240 

Total Wake County   1,414 

 
The following table summarizes the average population per existing and approved acute care beds in the 
Wake County Municipalities involved in this competitive review. 
 
 

                                                           
1 UNC REX Hospital Holly Springs began serving patients on November 1, 2021. See page 33, J-12259-22. 
2 J-12259-22, Section Q, page 4 

https://www.rexhealth.com/rh/hospitals-locations/profile/rex-holly-springs-hospital/


COMPETITIVE COMMENTS ON WAKE COUNTY 
   2022 ACUTE CARE BEDS & OPERATING ROOMS 

SUBMITTED BY DUKE UNIVERSITY HEALTH SYSTEM, INC. 
 
 

4 

 

Municipality Existing/Approved Beds 
2021 

Population Population/Bed 

Raleigh 1,174 470,566 401 

Garner 0 32,393  N/A 

Holly Springs 50 43,274 865 

 
 
WakeMed Garner proposes to develop nine acute care beds in Garner, which does not currently host any 
acute care beds.  UNC Rex Holly Springs Hospital proposes to develop nine new acute care beds in Holly 
Springs.  As set forth below, these applications are not conforming with the applicable criteria and cannot 
be effective alternatives in this review.      However, even if the WakeMed Garner and UNC REX Holly 
Springs applications were otherwise conforming with all criteria and approved, 27 acute care beds could 
be approved to be developed in Raleigh.   
 
Both DRAH and UNC Rex propose to develop acute care beds in Raleigh. DRAH’s proposed project 
effectively increases access to acute care services in Wake County. DUHS can immediately develop the 
proposed additional acute care beds because the project does not require renovation or construction. 
DRAH’s proposed additional acute care bed would become operational by July 1, 2023, and the first 
project year will be FY2024. The 2022 SMFP acute care bed methodology forecasts need during 2024; 
therefore, DRAH’s project timetable is most consistent with the SMFP planning horizon for the need 
determined acute care beds and the most effective alternative of all the applications in increasing access 
to the service area immediately. 
 
UNC Rex’s project will not operationalize the proposed beds until July 1, 2025, two years later compared 
to DRAH. As described later in this document, UNC Rex fails demonstrate conformity with all applicable 
review criteria.  Therefore, UNC Rex cannot be an effective alternative. 
 
Historical Utilization 

Generally, the applicant with the higher historical utilization is the more effective alternative with regard 
to this comparative analysis factor.  Three applicants submitted four CON applications in this competitive 
review, DUHS, Rex Hospital, and WakeMed.  All three applicants operate licensed acute care hospitals in 
the acute care service area, i.e., Wake County.  
 
The need for additional acute care beds in the 2022 SMFP is triggered by the utilization of the total number 
of existing and approved acute care beds within a given service area. To project inpatient days of care in 
2024, the total annual percentage of change over each of the last five fiscal years are divided by four to 
determine the historical percentage change for the county.  For positive annual percentages of change, 
as is the case for Wake County, add one to determine the county growth rate multiplier.  For counties 
with positive county growth rate multiplier, 2024 projected days of care are calculated by compounding 
the growth rate multiplier over the next four years.  Wake County’s growth rate multiplier is 1.0306, which 
is applied to project days of care during 2024.  The projected average daily census (ADC) is then calculated 
by dividing the projected number of inpatient acute care days of care in 2024 by 365 days.  
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Facility Name 
Licensed 

Acute Care 
Beds 

 
Adjustments 

for CONs 

 
FY2020 IP 

DOC 

County 
Growth 

Rate 
Multiplier 

Projected 
Days of 

Care 

2024 
Projected 

ADC 

Duke Green Level Hospital 0 40    -40.0 

Duke Raleigh Hospital 186 -40 50,222 1.0306 56,659 155 

DUHS Total 186 -40 50,222 1.0306 56,659 155 

Rex Hospital 439 50 121,590 1.0306 137,174 376 

WakeMed 628 36 168,950 1.0306 190,605 522 

WakeMed Cary Hospital 178 30 47,898 1.0306 54,037 148 

WakeMed Total 806 66 216,848 1.0306 244,642 670 

Source: 2022 SMFP, Table 5A: Acute Care Bed Need Projections 

 
The ADC is then multiplied by the appropriate target occupancy factor, listed in the table below, to 
determine the number of beds needed to meet the projected demand. 
 

ADC Occupancy Factor 

 

ADC <100 
 

1.5 
 

ADC 100-200 
 

1.4 
 

ADC >200 and <400 
 

1.33 
 

ADC >400 
 

1.28 

 

The following table summarizes the 
projected bed deficit/(surplus) for 
each applicant in Wake County 
based on the acute care bed 
methodology. 

Facility Name 

2022 Acute 
Care Beds 
(Existing & 
Approved) 

2024 
Projected 

ADC 

2024 Beds 
Adjusted 
for Target 
Occupancy 

Projected 
2024 Deficit 
or (Surplus) 

Duke Green Level Hospital 40 0 0 -40.0 

Duke Raleigh Hospital 146 155 217 71.2 

DUHS Total 186 155 217 31.2 

Rex Hospital* 489 376 499 10.5 

WakeMed 664 522 668 4.0 

WakeMed Cary Hospital 208 148 207 -0.9 

WakeMed Total 872 670 875 3.1 

Wake County Service Area Bed Deficit 44.8 

    Source: Table 5A, 2022 SMFP 



COMPETITIVE COMMENTS ON WAKE COUNTY 
   2022 ACUTE CARE BEDS & OPERATING ROOMS 

SUBMITTED BY DUKE UNIVERSITY HEALTH SYSTEM, INC. 
 
 

6 

 
Of the existing acute care hospitals in Wake County, DRAH has the smallest number of licensed beds and 
the largest projected acute care bed deficit during 2024 based on the 2022 SMFP methodology.  
Therefore, DRAH is the most effective alternative regarding historical utilization.  
 
 
Competition (Patient Access to a New or Alternative Provider) 

The following table illustrates the existing and approved providers located in the service area. Generally, 
the introduction of a new provider in the service area would be the most effective alternative based on 
the assumption that increased patient choice would encourage all providers in the service area to improve 
quality or lower costs in order to compete for patients.  However, the expansion of an existing provider 
that currently controls fewer acute care beds than another provider would also presumably encourage all 
providers in the service area to improve quality or lower costs in order to compete for patients.3  
 
As of the beginning date for this review period, there are 1,547 existing and approved acute care beds, 
allocated between six existing and approved hospitals owned by three providers (DUHS, UNC, and 
WakeMed) in the Wake County Service Area, as illustrated in the following table. 
 
 

  

Facility Name 

2022 Acute Care Beds  
(Existing & Approved) 

Duke Green Level Hospital 40 

Duke Raleigh Hospital 186-40 = 146 

DUHS Total 186 

UNC Rex Hospital* 468 

WakeMed 610 

WakeMed Cary Hospital 200 

WakeMed Total 810 

Wake County Total 1,464 

Source: Table 5A, Proposed 2023 SMFP 
 

WakeMed currently controls 810 of the 1,464 acute care beds in Wake County, or 55.3 percent. UNC Rex 
currently controls 468 of the 1,464 acute care beds in Wake County, or 32 percent. DUHS controls only 
186 of the acute care beds in Wake County, or 12.7%. 
 
If either WakeMed Garner, UNC Rex, or UNC Holly Springs Hospital are approved to develop additional 
acute care beds in Wake County, the respective systems will continue to control a higher percentage of 
acute care beds in Wake County than DUHS.  
 
Therefore, with regard to patient access to a new or alternate provider, the application submitted by 
DRAH is the most effective alternative, and the applications submitted by UNC Rex, UNC Rex Holly Springs 
Hospital, and WakeMed Garner are less effective alternatives.     

                                                           
3 See also Agency analysis of Competition in 2021 Mecklenburg Acute Care Bed Review 
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Access By Service Area Residents 

On page 32, the 2022 SMFP defines the service area for acute care beds as “the acute care bed service 
area in which the bed is located.  The acute care bed service areas are the single and multicounty 
groupings shown in Figure 5.1.” Figure 5.1, on page 36, shows Wake County as a multi-county acute care 
bed service area. Thus, the service area for this review is Wake County. Facilities may also serve residents 
of counties not included in their service area.   
 
The following table illustrates access by service area residents during the third full fiscal year following 
project completion. 
 

Projected Service to Wake County Residents, Project Year 3 
 

 UNC Rex 
Hospital 

UNC Rex Hospital 
Holly Springs 

Duke Raleigh 
Hospital 

WakeMed 
Garner Hospital 

# of Wake County Patients 20,378 3,413 7,238 1,471 

% of Wake County Patients 66.0% 79.8% 63.1% 51.1% 

 
 
The number and percentage of Wake County patients projected to be served by each facility varies based 
on size and scope. Additionally, the acute care bed need determination methodology is based on 
utilization of all patients that utilize acute care beds in Wake County and is not only based on patients 
originating from Wake County. Wake County is an urban county and hosts the largest number of county 
residents in the state with three large health systems plus numerous smaller healthcare groups. 
 

Considering these facts and the Agency’s determination in the 2021 Mecklenburg County Acute Care Bed 

Review, DUHS believes that in this specific instance, attempting to compare the applicants based on the 

projected acute care bed access of Wake County residents has little value in reflecting comparative value 

to patients. 

 

Access By Underserved Groups 

Underserved groups are defined in G.S. 131E-183(a)(13) as follows: 
 
“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.” 
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For access by underserved groups, applications are compared with respect to three underserved groups: 
charity care patients (i.e., medically indigent or low-income persons), Medicare patients and Medicaid 
patients. Access by each group is treated as a separate factor. 
 
The Agency may use one or more of the following metrics to compare the applications: 

• Total charity care, Medicare or Medicaid patients 

• Charity care, Medicare or Medicaid admissions as a percentage of total patients 

• Total charity care, Medicare or Medicaid dollars 

• Charity care, Medicare or Medicaid dollars as a percentage of total gross or net revenues 

• Charity care, Medicare or Medicaid cases per patient 

 
The above metrics the Agency uses are determined by whether or not the applications included in the 
review provide data that can be compared as presented above and whether or not such a comparison 
would be of value in evaluating the alternative factors. 
 
 
Projected Charity Care 

The following table compares projected charity care in the third full fiscal year following project 
completion for the applicants. 
 

Projected Charity Care – 3rd Full FY 
 

Applicant 

Form F.2b Form C.1b   Form F.2b   

Total 
Charity Care Discharges 

Avg Charity 
Care per 

Discharge 
Gross 

Revenue 

% of 
Gross 

Revenue  

UNC Rex Hospital $5,928,785 30,876 $192 $258,600,396 2.3% 

UNC Rex Hospital Holly Springs $462,099 4,277 $108 $29,541,611 1.6% 

Duke Raleigh Hospital $18,605,396 11,471 $1,622 $511,822,593 3.6% 

WakeMed Garner Hospital $8,606,812 2,879 $2,990 $153,597,373 5.6% 

 
 
Based on a comparison of average charity care per discharge and charity care percentage of gross 
revenues, the WakeMed Garner application is an effective alternative. However, WakeMed Garner 
proposes to develop only nine of the 45 need determined acute care beds.  Even in a scenario where 
WakeMed Garner were approved, 36 acute care beds could be approved among the other applicants. As 
shown in the previous table, DRAH is also an effective alternative regarding access by charity care.  UNC 
Rex Hospital and UNC Rex Holly Springs Hospital are the least effective alternatives regarding access by 
charity care. 
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Projected Medicare 

The following table compares projected access by Medicare patients in the third full fiscal year following 
project completion for all the applicants in the review. 
 

Projected Medicare Revenue – 3rd Full FY 
 

Applicant 

Form F.2b Form C.1b Avg 
Medicare 
Rev. per 

Discharge 

Form F.2b 

% of 
Gross 

Revenue  

Total 
Medicare 
Revenue Discharges 

Gross 
Revenue 

UNC Rex Hospital $145,278,830 30,876 $4,705 $258,600,396 56.2% 

UNC Rex Hospital Holly Springs $7,639,931 4,277 $1,786 $29,541,611 25.9% 

Duke Raleigh Hospital $312,224,297 11,471 $27,219 $511,822,593 61.0% 

WakeMed Garner Hospital $57,591,541 2,879 $20,004 $153,597,373 37.5% 

 
 
As shown in the previous table, DUH is the most effective alternative with respect to average Medicare 
revenue per discharge and Medicare gross revenue as a percentage of total gross revenue.   
 

Projected Medicaid 

The following table compares projected access by Medicaid patients in the third full fiscal year following 

project completion for all the applicants in the review. 

Projected Medicaid Revenue – 3rd Full FY 
 

Applicant 

Form F.2b Form C.1b Avg 
Medicaid 
Rev. per 

Discharge 

Form F.2b 

% of 
Gross 

Revenue  

Total 
Medicaid 
Revenue Discharges 

Gross 
Revenue 

UNC Rex Hospital $24,231,761 30,876 $785 $258,600,396 9.4% 

UNC Rex Hospital Holly Springs $2,819,175 4,277 $659 $29,541,611 9.5% 

Duke Raleigh Hospital $40,498,154 11,471 $3,530 $511,822,593 7.9% 

WakeMed Garner Hospital $22,586,506 2,879 $7,845 $153,597,373 14.7% 

 
 

Based on a comparison of average Medicaid revenue per discharge and Medicaid percentage of gross 
revenues, the WakeMed Garner application is an effective alternative. However, WakeMed Garner 
proposes to develop only nine of the 45 need determined acute care beds.  In a scenario where WakeMed 
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Garner were approved, 36 acute care beds could be approved among the other applicants.  DUHS would 
note there are serious concerns regarding the reasonableness of WakeMed Garner’s projected revenues. 
See DUHS’s comments specific to the WakeMed Garner application later in this document.  
 
The applications submitted by UNC Rex and UNC Rex Holly Springs Hospital do not conform to all statutory 
review criteria.  Thus, UNC Rex and UNC Rex Holly Springs Hospital cannot be effective alternatives for 
this comparative. 
 
DRAH is an effective alternative regarding access by Medicaid patients. In addition, DRAH’s revenue 
projections are based on adult acute care beds only, therefore, its Medicaid revenues may be somewhat 
lower compared to other facilities whose pro formas reflect pediatric patients. 
 
 
Projected Average Net Revenue per Patient  

The following table shows the projected average net revenue per patient in the third year of operation 
for each of the applicants, based on the information provided in the applicants’ pro forma financial 
statements (Section Q).  Generally, the application proposing the lowest average net revenue is the more 
effective alternative regarding this comparative factor since a lower average may indicate a lower cost to 
the patient or third-party payor. 
 

Projected Average Net Revenue per Patient – 3rd Full FY 
 

Applicant 

Form C.1b Form F.2b Average Net 
Revenue per 

Discharge Discharge Net Revenue 

UNC Rex Hospital 30,876 $84,577,799 $2,739 

UNC Rex Hospital Holly Springs 4,277 $9,630,154 $2,252 

Duke Raleigh Hospital 11,471 $153,597,373 $13,390 

WakeMed Garner Hospital 2,879 $38,508,532 $13,376 

 
 
However, average net revenues for inpatient hospital stays based solely on total discharges do not provide 
a useful basis for direct comparison, due to differences in the acuity level of patients, length of stay, 
service required and the level of care at each facility.  For example, DUHS included the entire inpatient 
stay in Form F.2 and F.3, which includes surgical as well as medical stays.  Surgical stays, which make up a 
high percentage of DRAH’s total, necessarily have higher costs and charges than a medical stay.  DRAH 
has a high volume of total joint replacement cases, which have higher costs than other procedures.  
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Projected Average Operating Expense per Case 

The following table shows the projected average operating expense per patient in the third full fiscal year 
following project completion for each facility. Generally, the application projecting the lowest average 
operating expense per patient is the more effective alternative with regard to this comparative factor to 
the extent it reflects a more cost-effective service which could also result in lower costs to the patient or 
third-party payor.  
 

Projected Average Operating Expense per Patient – 3rd Full FY 
 

Applicant 

Form C.1b Form F.2b 
Average 

Operating 
Expense per 

Discharge Discharge 
Operating 
Expense 

UNC Rex Hospital 30,876 $183,809,070 $5,953 

UNC Rex Hospital Holly Springs 4,277 $13,965,702 $3,265 

Duke Raleigh Hospital 11,471 $260,610,772 $22,719 

WakeMed Garner Hospital 2,879 $25,847,201 $8,978 

 

As with average net revenues, average operating costs for inpatient hospital stays based solely on total 
discharges do not provide a useful basis for direct comparison, due to differences in the acuity level of 
patients, length of stay, service required and the level of care at each facility.  The costs for a stay that 
includes surgery are typically higher than those for medical patients. DRAH’s operating costs also include 
an allocation of overhead expenses.  Each applicant’s costs will necessarily vary based on the assumptions 
and methodologies for allocating overhead expenses and other internal accounting. Therefore, a 
comparison of projected operating expense per patient is inconclusive.   
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Summary 

The following table lists the comparative factors and states which application is the more effective 
alternative. 
 

Comparative Factor DRAH UNC Rex 
UNC Rex 

Holly Springs 
WakeMed 

Garner 

Conformity with Review Criteria Yes No No No 

Scope of Services More Effective Not approvable Less Effective Less Effective 

Geographic Accessibility More Effective Not approvable Not approvable Not approvable 

Historical Utilization Most Effective Least Effective Least Effective Least Effective 

Enhance Competition Most Effective Least Effective Least Effective Least Effective 

Access by Service Area Residents Inconclusive Inconclusive Inconclusive Inconclusive 

Access by Underserved Groups 

Projected Charity Care Most Effective Least Effective Least Effective Least Effective 

Projected Medicare Most Effective Least Effective Least Effective Least Effective 

Projected Medicaid Less Effective Less Effective Less Effective Nonconforming 

Projected Average Net Revenue per Case Inconclusive Inconclusive Inconclusive Inconclusive 

Projected Average Operating Expense per 
Case Inconclusive Inconclusive Inconclusive Inconclusive 

 

For each of the comparative factors previously discussed, DRAH’s application is determined to be the 

most or more effective alternative for the following factors: 

• Conformity with Review Criteria 

• Scope of Services 

• Geographic Accessibility 

• Historical Utilization 

• Enhance Competition 

• Charity Care Access 

• Medicaid Access 

With regard to acute care beds, the application submitted by Duke Raleigh Hospital (“DRAH”) is 
comparatively superior and should be approved as submitted.  
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COMPARATIVE ANALYSIS FOR OPERATING ROOMS 
 
The Healthcare Planning and Certificate of Need Section developed a list of suggested comparative factors 
for competitive batch reviews.  The following factors are suggested for all reviews regardless of type of 
services or equipment proposed: 
 

• Conformity with Statutory and Regulatory Review Criteria 

• Scope of Services 

• Historical Utilization 

• Geographic Accessibility (Location within the Service Area) 

• Access by Service Area Residents 

• Access by Underserved Groups: Charity Care  

• Access by Underserved Groups: Medicaid  

• Access by Underserved Groups: Medicare  

• Competition (Access to a New or Alternate Provider) 

• Projected Average Net Revenue per Case 

• Projected Average Total Operating Cost per Case 

• Patient Access to Lower Cost Surgical Services  

 
The following additional factors are suggested for operating room proposals.   
 

• Patient Access to Lower Cost Surgical Services 

• Multispecialty versus Specialty  

 
Other comparative factors may be utilized based on the facts of the competitive review. The following 
summarizes the competing applications relative to the potential comparative factors.  
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Conformity to CON Review Criteria 

Six CON applications have been submitted seeking to develop ORs in Wake County.  The applicants 
collectively propose to develop nine additional ORs in Wake County.  Based on the 2022 SMFP’s need 
determination, only two ORs can be approved. Only applicants demonstrating conformity with all 
applicable Criteria can be approved, and only the applications submitted by DUHS demonstrate 
conformity to all Criteria: 
 
 

Conformity of Applicants  

Applicant Project I.D. 
Conforming/ 

Non-Conforming 

Duke Health Green Level ASC J-12261-22 Yes 

Oakview ASC J-12252-22 No 

Triangle Vascular Care J-12253-22 No 

Rex Hospital J-12260-22 No 

KM Surgery Center J-12248-22 No 

WakeMed Garner Hospital J-12264-22 No 

 

The Duke Health Green Level ASC application is based on reasonable and supported volume projections 
and adequate projections of cost and revenues.  As discussed below, the competing applications contain 
errors and flaws which result in one or more non-conformities with statutory and regulatory review 
Criteria.  Therefore, the Duke Health Green Level ASC application is the most effective alternative in this 
competitive review.  
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Scope of Services 
 
The following table shows each applicant’s projected scope of services (surgical specialties) to be provided 
at the proposed facilities. Generally, the application proposing to provide the greatest scope of services is 
the more effective alternative regarding this comparative factor. 
 

Facility Type ASC ASC Hospital ASC ASC Hospital 

Surgical Specialty 
Oakview 

ASC 

Triangle 
Vascular 

Care 
Rex 

Hospital 

Duke Health 
Green Level 

ASC 

KM 
Surgery 
Center 

WakeMed 
Garner 

Hospital4 

Cardiothoracic     X       

Cardiovascular     X       

Gastroenterology     X     X  

General Surgery     X X X X 

Gynecology     X X    
Obstetrics     X       

Open Heart Surgery     X       

Ophthalmology X   X X X X  

Oral Surgery     X      
Orthopedic     X X   X 

Otolaryngology     X X X X 

Neurology/Spine     X X     

Pain Management     X   X   

Pediatrics     X       

Plastic Surgery     X X X  X 

Podiatry     X X     

Pulmonary     X       

Thoracic     X       

Urology     X X X X  

Vascular   X X X     

 
 
 
Regarding this factor, generally speaking the Agency has previously considered the application proposing 
to provide the greatest scope of services is the more effective alternative regarding this comparative 
factor.  However, some surgical specialties cannot be performed in freestanding ASCs, for example, open 
heart surgery and obstetrics.  Additionally, while many outpatient surgical services can be performed in 
an OR located at an ASF, not all of them are appropriate for an OR located at an ASF.  Therefore, comparing 
hospital vs ASC proposals may be of little value for this comparative.  Duke Health Green Level ASC’s 

                                                           
4 Application page 195 states WakeMed Garner Hospital excluded cardiothoracic surgery, cardiovascular surgery, 
donor services, neurosurgery, thoracic surgery, vascular surgery, pulmonary surgery, OB/GYN, dental/oral surgery, 
and pediatrics. 
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project has the broadest scope of services among the proposed ASCs and is the most effective among the 
ASC applications. 
 
Patient Access to Lower Cost Surgical Services 
 
ORs can be licensed as part of a hospital or an ASF. Many outpatient surgical services can be appropriately 
performed in either a hospital-based OR (either shared inpatient/outpatient ORs or dedicated ambulatory 
surgery ORs) or in an OR located at an ASF. However, the cost for that same service can be higher if 
performed in a hospital-based OR or, conversely, less expensive if performed in an OR located at an ASF. 
While many outpatient surgical services can be performed in an OR located at an ASF, not all of them are 
appropriate for an OR located at an ASF, and inpatient surgical services must be performed in a hospital-
based OR. 
 
The following table identifies the existing and approved inpatient, outpatient/dedicated ambulatory, and 
shared inpatient/outpatient ORs in Wake County. 
 

  

Total 
ORs* IP ORs 

% IP of 
Total ORs OP ORs 

% OP of 
Total ORs 

Shared 
ORs 

% Shared 
of 

Total ORs 

Wake County ORs 115 14 12.2% 41 36.6% 71 61.7% 
Source: Proposed 2023 SMFP 
*Includes existing and approved ORs and excludes dedicated C-Section and designated trauma ORs. 

 
The table below shows the percentage of total Wake County surgical cases that were outpatient surgeries 
in FFY 2020, based on data reported in the 2022 SMFP.  
 

Outpatient Surgical Cases as Percent of Total Wake County Surgical Cases 

Facility Type of ORs IP Cases 
OP 

Cases 
Total 
Cases OP % 

Duke Raleigh Hospital Hospital/Shared 3,369 6,575 9,944 66% 

Rex Surgery Center of Cary ASF 0 3,810 3,810 100% 

Raleigh Orthopaedic Surgery Center ASF 0 4,126 4,126 100% 

Rex Surgery Center of Wakefield ASF 0 2,325 2,325 100% 

Rex Hospital Hospital/Shared 7,631 10,839 18,470 59% 

Capital City Surgery Center ASF 0 6,055 6,055 100% 

WakeMed Hospital/Shared 7,952 11,194 19,146 58% 

WakeMed Cary Hospital Hospital/Shared 2,867 3,681 6,548 56% 

Blue Ridge Surgery Center ASF 0 4,938 4,938 100% 

Raleigh Plastic Surgery Center ASF 0 303 303 100% 

Triangle Orthopaedic Surgery Center ASF 0 2,497 2,497 100% 

Holly Springs Surgery Center ASF 0 2,266 2,266 100% 

Wake County Total 21,819 58,609 80,428 73% 
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As the table above shows, an average of 73% percent of the total Wake County surgical cases in FFY 2020 
were outpatient surgical cases.  Therefore, projects proposing the development of dedicated ambulatory 
surgery ORs would represent more effective alternatives.    
 
Therefore, the applications submitted by Duke Health Green Level ASC, Oakview ASC, Triangle Vascular 
Care, and KM Surgery Center are the more effective proposals with respect to this comparative factor and 
the applications submitted by UNC Rex Hospital and WakeMed Garner are less effective with respect to 
this comparative factor.  
 
 
Geographic Accessibility 
 
The following table identifies the existing and approved Wake County operating rooms by location and 
facility name. As the table below shows, the existing and approved Wake County operating rooms are 
located in Raleigh, North Raleigh, Cary, Garner, and Holly Springs.    
 

Wake County Existing and Approved Operating Rooms by Location 
 

Location Facility Name 
Adjusted Operating 

Room Planning Inventory* 

Holly Springs Rex Hospital Holly Springs 3 

North Raleigh Rex Surgery Center of Wakefield 2 

Cary Rex Surgery Center of Cary 4 

Raleigh UNC REX Hospital 25 

Raleigh Raleigh Orthopedic Surgery Center 4 

Cary Raleigh Orthopedic Surgery-West Cary 1 

Garner Orthopaedic Surgery Center of Garner 1 

Raleigh Capital City Surgery Center 7 

Raleigh WakeMed 20 

North Raleigh WakeMed North Hospital 4 

North Raleigh WakeMed Surgery Center-North Raleigh 1 

Cary WakeMed Cary Hospital 10 

Cary WakeMed Surgery Center-Cary 1 

Holly Springs Holly Springs Surgery Center 3 

Raleigh Blue Ridge Surgery Center 6 

Raleigh Raleigh Plastic Surgery Center 1 

Raleigh Triangle Orthopedic Surgery Center 3 

Raleigh RAC Surgery Center 1 

North Raleigh OrthoNC Ambulatory Surgery Center 1 

Raleigh Wake Spine and Specialty Surgery Center 1 

Raleigh Duke Raleigh Hospital 15 

Cary Duke Health Green Level Ambulatory Surgery Center 1 
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Garner Duke Health Garner Ambulatory Surgery Center 1 

Raleigh Duke Health Raleigh Ambulatory Surgery Center  
Raleigh Surgical Center for Dental Professionals 2 

Garner Valleygate Surgery Center 1 

*Adjusted operating room planning inventory from the Proposed 2023 State Medical Facilities Plan, Table 
6B. 
 
Wake County’s existing operating rooms are widely disbursed.  The applicants each propose to develop 
ORs in municipalities where there are existing ORs. Therefore, with regard to expanding geographic access 
to surgical services, all of the applications are equally effective alternatives because they all propose to 
develop the operating rooms in locations within the service area with existing surgical facilities.  Duke’s 
application is effective at increasing access in one of the fastest growing parts of the county. 
 
 
Historical Utilization  
 
Generally, the application submitted by the applicant with the highest utilization of its available surgical 
services is the more effective alternative with regard to this comparative factor.   
 
UNC Rex Hospital is the only existing applicant with at least one complete fiscal year of historical 
utilization.  The remaining applicants are not existing facilities and as such have no historical utilization. 
Therefore, this comparative is inconclusive. 
 
 
Competition (Patient Access to a New or Alternative Provider) 
 
Generally, the application proposing to increase patient access to a new provider in the service area is the 
more effective alternative with regard to this comparative factor. 
 
DUHS acknowledges its status as an existing provider of surgical services in Wake County.  WakeMed and 
UNC Rex are also existing providers of surgical services in Wake County.  However, DRAH controls the 
smallest percentage of ORs among the health systems in the service area. Therefore, DUHS’s proposal to 
develop two additional ORs at Duke Health Green Level ASC would more effectively enhance competition 
compared to the proposals by UNC Rex and WakeMed Garner. 
 
 
Access by Service Area Residents 
 
On page 50, the 2022 SMFP defines the service area for ORs as “…the service area in which the room is 
located. The operating room service areas are the single or multicounty groupings as shown in Figure 6.1.” 
Figure 6.1, on page 55, shows Wake County as a single county OR service area. Thus, the service area for 
this facility is Wake County. Facilities may also serve residents of counties not included in their service 
area. Generally, the application projecting to serve the highest percentage of Wake County residents is 
the more effective alternative with regard to this comparative factor since the need determination is for 
two additional ORs to be located in Wake County. 
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However, the OR need determination methodology is based on utilization of all patients that inpatient 
and ambulatory surgical services in the Wake County service area and is not based on patients originating 
from Wake County.  Further, Wake County is an urban county and the most populous county in the state.  
Wake County hosts three health care systems plus numerous smaller healthcare groups.   
 
Considering these facts and the Agency’s determination in the 2021 Durham County OR Review, DUHS 

believes that in this specific instance, attempting to compare the applicants based on the projected OR 

access of Wake County residents has little value. 

 

Access By Underserved Groups 

Underserved groups are defined in G.S. 131E-183(a)(13) as follows: 
 
“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 access by underserved groups, applications are compared with respect to three underserved groups: 
charity care patients (i.e., medically indigent or low-income persons), Medicare patients and Medicaid 
patients. Access by each group is treated as a separate factor. 
 
The Agency may use one or more of the following metrics to compare the applications: 

• Total charity care, Medicare or Medicaid patients 

• Charity care, Medicare or Medicaid admissions as a percentage of total patients 

• Total charity care, Medicare or Medicaid dollars 

• Charity care, Medicare or Medicaid dollars as a percentage of total gross or net revenues 

• Charity care, Medicare or Medicaid cases per OR 

 
Which of the above metrics the Agency uses is determined by whether or not the applications included in 
the review provide data that can be compared as presented above and whether or not such a comparison 
would be of value in evaluating the alternative factors. 
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Projected Charity Care 

The following table compares projected charity care in the third full fiscal year following project 
completion for the applicants. 
 

Projected Charity Care – 3rd Full FY 
 

Applicant 

Form F.2b Form C.1b   Form F.2b   

Total Charity 
Care Cases 

Avg Charity Care 
per Case 

Gross 
Revenue 

% of Gross 
Revenue  

Oakview ASC $322,330 2,495 $129 $11,675,920 2.8% 

Triangle Vascular Care $79,670 841 $95 $13,278,366 0.6% 

Rex Hospital $24,051,877 22,776 $1,056 $772,325,837 3.1% 

Duke Health Green Level ASC $969,540 3,279 $296 $252,596,640 0.4% 

KM Surgery Center $1,186,252 1,164 $1,019 $24,503,292 4.8% 

WakeMed Garner Hospital $4,936,304 1,980 $2,493 $73,022,253 6.8% 
 Sources: Forms C and F.2 for each applicant 

 
 
Differences in the acuity level of patients at each facility, the level of care (specialty ASF, multi-specialty 
ASC, and acute care hospital) at each facility, and the number and types of surgical services proposed by 
each of the facilities would make any comparison of little value. 
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Projected Medicare 

The following table compares projected access by Medicare patients in the third full fiscal year following 
project completion for all the applicants in the review. 
 

Projected Medicare Revenue – 3rd Full FY 
 

Applicant 

Form F.2b Form C.1b Avg 
Medicare 
Rev. per 

Case 

Form F.2b 

% of Gross 
Revenue  

Total Medicare 
Revenue Cases 

Gross 
Revenue 

Oakview ASC $7,463,187 2,495 $2,991 $11,675,920 63.9% 

Triangle Vascular Care $7,639,931 841 $9,084 $13,278,366 57.5% 

Rex Hospital $336,212,919 22,776 $14,762 $772,325,837 43.5% 

Duke Health Green Level ASC $17,131,645 3,279 $5,225 $252,596,640 6.8% 

KM Surgery Center $7,316,597 1,164 $6,286 $24,503,292 29.9% 

WakeMed Garner Hospital $29,938,614 1,980 $15,121 $73,022,253 41.0% 
 Sources: Forms C and F.2 for each applicant 

 
Due to differences in the acuity level of patients at each facility, the level of care (specialty ASF, multi-
specialty ASC, and acute care hospital) at each facility, and the number and types of surgical services 
proposed by each of the facilities would make any comparison of little value.   
 

Projected Medicaid 

The following table compares projected access by Medicaid patients in the third full fiscal year following 

project completion for all the applicants in the review. 

Projected Medicaid Revenue – 3rd Full FY 
 

Applicant 

Form F.2b Form C.1b 

Avg Medicaid 
Rev. per Case 

Form F.2b 

% of Gross 
Revenue  

Total 
Medicaid 
Revenue Cases 

Gross 
Revenue 

Oakview ASC $49,589 2,495 $20 $11,675,920 0.4% 

Triangle Vascular Care $585,576 841 $696 $219,738,783 0.3% 

Rex Hospital $35,655,233 22,776 $1,565 $219,738,784 16.2% 

Duke Health Green Level ASC $1,419,298 3,279 $433 $219,738,785 0.6% 

KM Surgery Center $499,836 1,164 $429 $219,738,786 0.2% 

WakeMed Garner Hospital $10,240,535 1,980 $5,172 $219,738,787 4.7% 
 Sources: Forms C and F.2 for each applicant 
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Due to differences in the acuity level of patients at each facility, the level of care (specialty ASF, multi-
specialty ASC, and acute care hospital) at each facility, and the number and types of surgical services 
proposed by each of the facilities would make any comparison of little value.   
 
 

Projected Average Net Revenue per Surgical Case  

The following table shows the projected average net surgical revenue per surgical case in the third year 
of operation for each of the applicants, based on the information provided in the applicants’ pro forma 
financial statements (Section Q).  Generally, the application proposing the lowest average net revenue is 
the more effective alternative regarding this comparative factor since a lower average may indicate a 
lower cost to the patient or third-party payor. 

 
Projected Average Net Revenue per Patient – 3rd Full FY 

 

Applicant 

Form C.1b Form F.2b Average Net Revenue 
per Case Cases Net Revenue 

Oakview ASC 2,495 $6,797,443 $2,724 

Triangle Vascular Care 841 $4,226,955 $5,026 

Rex Hospital 22,776 $252,596,640 $11,090 

Duke Health Green Level ASC 3,279 $15,663,253 $4,777 

KM Surgery Center 1,164 $7,074,418 $6,078 

WakeMed Garner Hospital 1,980 $16,377,138 $8,271 
Sources: Forms C and F.2 for each applicant 
*UNC does not provide separate financial projections for inpatient surgical services. Projected financial 
information is for all inpatients, including those who do not utilize surgical services.  

 
 
Due to differences in the acuity level of patients at each facility, the level of care (specialty ASF, multi-
specialty ASC, and acute care hospital) at each facility, and the number and types of surgical services 
proposed by each of the facilities would make any comparison of little value.   
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Projected Average Operating Expense per Case 

The following table shows the projected average operating expense per patient in the third full fiscal year 
following project completion for each facility. Generally, the application projecting the lowest average 
operating expense per patient is the more effective alternative with regard to this comparative factor to 
the extent it reflects a more cost-effective service which could also result in lower costs to the patient or 
third-party payor.  
 

Projected Average Operating Expense per Patient – 3rd Full FY 
 

Applicant 

Form C.1b Form F.2b 
Average Operating 
Expense per Case Cases Operating Expense 

Oakview ASC 2,495 $5,374,757 $2,154 

Triangle Vascular Care 841 $2,149,140 $2,555 

Rex Hospital 22,776 $205,748,067 $9,034 

Duke Health Green Level ASC 3,279 $11,289,982 $3,443 

KM Surgery Center 1,164 $5,076,781 $4,361 

WakeMed Garner Hospital 1,980 $16,923,587 $8,547 
Sources: Forms C and F.2 for each applicant 

 

Due to differences in the acuity level of patients at each facility, the level of care (specialty ASF, multi-
specialty ASC, and acute care hospital) at each facility, and the number and types of surgical services 
proposed by each of the facilities would make any comparison of little value.   
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Summary 

The following table lists the comparative factors and states which application is the more effective 
alternative. 
 

Comparative Factor 

Duke Health 
Green Level 

ASC Oakview ASC 
Triangle 

Vascular Care Rex Hospital 
KM Surgery 

Center 

WakeMed 
Garner 

Hospital 
Conformity with 
Review Criteria Yes No No No No No 

Scope of Services Inconclusive Inconclusive Inconclusive Inconclusive Inconclusive Inconclusive 

Geographic 
Accessibility 

Equally 
Effective 

Equally 
Effective 

Equally 
Effective 

Equally 
Effective 

Equally 
Effective 

Equally 
Effective 

Access to Lower  
Cost Surgical Services More Effective 

Not 
approvable 

Not 
approvable Less Effective 

Not 
approvable Less Effective 

Historical Utilization Inconclusive Inconclusive Inconclusive Inconclusive Inconclusive Inconclusive 

Enhance Competition More Effective 
Not 

approvable 
Not 

approvable 
Not 

approvable 
Not 

approvable 
Not 

approvable 

Access by Service Area 
Residents Not Evaluated Not Evaluated Not Evaluated Not Evaluated Not Evaluated Not Evaluated 

Access by Underserved Groups 

Projected Charity Care Inconclusive Inconclusive Inconclusive Inconclusive Inconclusive Inconclusive 

Projected Medicare Inconclusive Inconclusive Inconclusive Inconclusive Inconclusive Inconclusive 

Projected Medicaid Inconclusive Inconclusive Inconclusive Inconclusive Inconclusive Inconclusive 

Projected Average Net 
Revenue per Case Inconclusive Inconclusive Inconclusive Inconclusive Inconclusive Inconclusive 

Projected Average 
Operating Expense per 
Case Inconclusive Inconclusive Inconclusive Inconclusive Inconclusive Inconclusive 
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COMMENTS SPECIFIC TO OAKVIEW ASC 

PROJECT ID No. J-12252-22 

 
Oakview’s proposal would create a new 1-OR, single-specialty ASC in the service area.  Thus, the Oakview 
proposal will not provide meaningful access to an alternative provider in the service area.  Additionally, 
with regard to providing Wake County patients with access to more multiple surgical specialties Oakview 
is the least effective alternative, as Oakview proposes to serve only ophthalmic surgical patients. 
 
For these reasons and the reasons previously described in this document, the Oakview application is 
comparatively inferior to Duke Health Green Level ASC’s CON application. 
 
 
Criterion 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.” 
 
Michael Kelly, MD has a minority ownership interest in Blue Ridge Surgery Center, an existing ASC in Wake 
County with available capacity.  As demonstrated in Table 6B: Projected Operating Room Need for 2024 
of the 2022 SMFP, Blue Ridge Surgery Center has a projected surplus of more than three OR (3.14).  As 
described in Section Q of the Oakview application, Dr. Kelly performs two-thirds of his surgeries at Blue 
Ridge Surgery Center.  Section C.4 describes the intentions of two other ophthalmologists who intend to 
perform cases at Oakview ASC, Preeya Gupta, MD and Vincent Dahringer, MD. Dr. Gupta is also on the 
Medical Staff at Blue Ridge Surgery Center. Dr. Kelly and Dr. Gupta essentially propose to shift their 
volume of ambulatory surgery cases from an existing, underutilized ASC to the proposed Oakview ASC.  
Therefore, the applicant failed to adequately demonstrate the need it has to develop a new OR in the 
service area. 
 
Oakview will provide extremely limited access for medically underserved groups, specifically Medicaid 
patients. As illustrated in Section L.3, Oakview projects Medicaid patients will account for only 0.5% of 
projected patients. This equates to only twelve Medicaid patient during the third project year (.005 x 
2,495 = 12). Oakview projects three physicians will utilize the proposed OR, with an average of 4 Medicaid 
patients per provider. 
 
For these reasons, the application should be found non-conforming to Criterion 3. 
 
 
Criterion 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.”  
 
The Oakview application is not conforming to all other applicable statutory and regulatory review criteria 

and thus, is not approvable. An application that cannot be approved cannot be an effective alternative.   
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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.” 
 

Michael Kelly, MD has a minority ownership interest in Blue Ridge Surgery Center, an existing ASC in Wake 
County with available capacity.  As demonstrated in Table 6B: Projected Operating Room Need for 2024 
of the 2022 SMFP, Blue Ridge Surgery Center has a projected surplus of more than three OR (3.14).  As 
described in Section Q of the Oakview application, Dr. Kelly performs two-thirds of his surgeries at Blue 
Ridge Surgery Center.  Section C.4 describes the intentions of two other ophthalmologists who intend to 
perform cases at Oakview ASC, Preeya Gupta, MD and Vincent Dahringer, MD. Dr. Gupta is also on the 
Medical Staff at Blue Ridge Surgery Center. Dr. Kelly and Dr. Gupta essentially propose to shift their 
volume of ambulatory surgery cases from an existing, underutilized ASC to the proposed Oakview ASC.  
Therefore, the applicant failed to adequately demonstrate that the proposed project will not result in 
unnecessary duplication of existing ASC. 
 

Criterion 18a “The applicant shall demonstrate the expected effects of the proposed services on 
competition in the proposed service area, including how any enhanced competition will have a positive 
impact upon the cost effectiveness, quality, and access to the services proposed; and in the case of 
applications for services where competition between providers will not have a favorable impact on cost-
effectiveness, quality, and access to the services proposed, the applicant shall demonstrate that its 
application is for a service on which competition will not have a favorable impact.” 
 
Based on the facts which result in Oakview being non-conforming with Criteria 1, 3, 4, and 6, it should 
also be found non-conforming with Criterion 18a.   
 

  



COMPETITIVE COMMENTS ON WAKE COUNTY 
   2022 ACUTE CARE BEDS & OPERATING ROOMS 

SUBMITTED BY DUKE UNIVERSITY HEALTH SYSTEM, INC. 
 
 

27 

COMMENTS SPECIFIC TO TRIANGLE VASCULAR CARE (TVC) 

PROJECT ID No. J-12253-22 

 
TVC’s proposal would create a new 1-OR, single-specialty ASC and the second vascular access ASC in the 
service area.  TVC and RAC are each affiliated with Azura Vascular Care, which is a subsidiary of Fresenius 
Medical Care.5  Thus, the TVC proposal will not provide access to an alternative provider in the service 
area.  Additionally, with regard to providing Wake County patients with access to more multiple surgical 
specialties TVC is the least effective alternative, as TVC proposes to serve only ESRD patients. 
 
For these reasons and the reasons previously described in this document, the TVC application is 
comparatively inferior to Duke Health Green Level ASC’s CON application. 
 
Criterion 1 “The proposed project shall be consistent with applicable policies and need determinations in 
the State Medical Facilities Plan, the need determination of which shall constitute a determinative 
limitation on the provision of any health services, health service facility, health service beds, dialysis 
stations, operating rooms, or home health offices that may be approved.”  
 
 

POLICY GEN-3: BASIC PRINCIPLES states:  

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

 
TVC does not adequately demonstrate its proposal would maximize healthcare value.  The vast majority 
of TVC’s surgical cases during project year three are procedures that can be (and historically have been) 
performed in an office-based setting.  To the extent that any of these reflect cases that would be more 
effectively performed in an ASC, there is already a dedicated vascular access ASC in Wake County that has 
capacity available.  Consequently, the application is not consistent with Policy GEN-3 and is not 
conforming to Criterion 1. 
 
Additionally, the applicant does not adequately demonstrate that the proposal is its least costly or most 
effective alternative to meet the need.  See discussion regarding criteria 4, and 6.  Therefore, the 
application is not conforming to this criterion and cannot be approved. 
 

                                                           
5 Rhonda Palumbo, Director of Business Contracts, Azura Vascular Care is identified as the Contact Individual for 
TVC’s CON application as well as RAC’s CON applications J-11551-18 and J-11804-19. 
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Criterion 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.”  
 
TVC failed to discuss the alternative of utilizing the existing vascular access ASC in Wake County, i.e., 
Raleigh Access Center (RAC). TVC and RAC are each affiliated with Azura Vascular Care, which is a 
subsidiary of Fresenius Medical Care.  As reported in its 2022 License Renewal Application, RAC performed 
only 134 surgical cases in its licensed OR.  Section D of RAC’s 2022 License Renewal Application reports 
the average case time in minutes for ambulatory cases is only 30 minutes. Therefore, the RAC OR 
maintains an abundance of capacity for vascular access procedures.  According to TVC’s projected patient 
origin, the vast majority of patients that are expected to utilize the proposed OR will originate from 
outside Wake County (83%); therefore, the extent to which RAC’s project will improve geographic access 
for service area residents for these procedures is negligible.  TVC failed to provide any discussion of efforts 
to seek privileges at RAC or rationale describing why RAC is not an effective alternative for its patients. 
 
Additionally, the TVC application is not conforming to all other applicable statutory and regulatory review 
criteria and thus, is not approvable. An application that cannot be approved cannot be an effective 
alternative.  
 
 
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.” 
 
TVC unnecessarily duplicates an existing vascular access ASC in Wake County, i.e., RAC. RAC operates an 
ASC with one OR focused on vascular access procedures for patients with end stage renal disease, Project 
IDs J-11551-18 and J-11804-19. TVC and RAC are each affiliated with Azura Vascular Care, which is a 
subsidiary of Fresenius Medical Care. As reported in its 2022 License Renewal Application, RAC performed 
only 134 surgical cases in its licensed OR.  Section D of RAC’s 2022 License Renewal Application reports 
the average case time in minutes for ambulatory cases is only 30 minutes. Based on the updated surgical 
case projections contained in J-11904-19, Therefore, the RAC OR maintains an abundance of capacity for 
vascular access procedures. TVC’s response to Section G.2 fails to acknowledge the available capacity at 
RAC.  Additionally, TVC failed to provide any discussion of efforts to seek privileges at RAC or rationale 
describing why RAC is not an effective alternative for its patients.  Therefore, TVC failed to adequately 
demonstrate that its proposed vascular access OR will not result in unnecessary duplication of existing 
vascular access ORs in the service area. 
 
 
Criterion 18a “The applicant shall demonstrate the expected effects of the proposed services on 
competition in the proposed service area, including how any enhanced competition will have a positive 
impact upon the cost effectiveness, quality, and access to the services proposed; and in the case of 
applications for services where competition between providers will not have a favorable impact on cost-
effectiveness, quality, and access to the services proposed, the applicant shall demonstrate that its 
application is for a service on which competition will not have a favorable impact.” 
 
Based on the facts which result in TVC being non-conforming with Criteria 1, 4, and 6, it should also be 
found non-conforming with Criterion 18a.   
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TVC states the proposed OR is needed to reduce the cost of care to patients; however, the cost of care 
will actually be increasing for the majority of patients projected to be served by the proposed OR.  
Specifically, the cost of care for procedures performed in a licensed ASC (which charges a facility fee) are 
typically higher compared to the same procedures performed an office-based setting. Facility fees allow 
an ASC to bill patients a service charge for the patient's use of the ASC facility and equipment.  In some 
cases, a patient may be responsible for the service bill if their insurance declines to pay or if the patient 
has a high deductible health plan.  Patients receiving office-based services do not incur facility fees 
because the physician practice does have comparable overhead expense for performing the service.  
Approximately, the vast majority of TVC’s cases during project year three are procedures that can be (and 
historically have been) performed in an office-based setting.  Therefore, the cost of care will actually 
increase for these patients.   
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COMMENTS SPECIFIC TO UNC REX HOSPITAL 

PROJECT ID No. J-12258-22 (ACUTE CARE BEDS) 

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

 

POLICY GEN-3: BASIC PRINCIPLES states:  

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

 
UNC Rex fails to conform with Criterion 1 and Policy GEN-3 because the application is not conforming to 
all other applicable statutory and regulatory review criteria and thus, is not approvable. The applicant 
does not adequately demonstrate that the proposal is its least costly or most effective alternative to meet 
the need.  See discussion regarding criteria 3, 4, 5, 6, and 18a.  Therefore, the application is not conforming 
to this criterion and cannot be approved. 
 

Criterion 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.” 
 
UNC Rex failed to provide any discussion regarding its assumptions for projecting average length of stay 
or the reasonableness of projected discharges. Form C.1 assumes the facility average length of stay will 
be 4.6 days through the third project year However, Form C Assumptions and Methodology contain no 
information describing why it is reasonable to assume the average length of stay will remain constant.  
Application page 52 states “UNC Rex has the highest Medicare CMI in Wake County, which is an indication 
that, on average, UNC REX Hospital is caring for more high acuity patients than any other hospital in the 
county.” UNC Rex provides data from the American Hospital Directory reporting that during CY2020, its 
Medicare CMI was 2.10.  DUHS obtained data from the American Hospital Director summarizing UNC Rex’s 
Medicare CMI during recent years. See table below. 
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UNC Rex Medicare Case Mix Index 
 

 FY 2018 FY 2019 FY 2020 FY 2021 

Case Mix Index 1.9447 1.99 2.07 2.1039 
Source: American Hospital Directory 

 
UNC Rex’s Medicare CMI has consistently increased since FY2018. Generally speaking, increased 
complexity is associated with comparatively longer lengths of stay.  Therefore, it is reasonable to assume 
that UNC Rex’s ALOS has increased in the recent past.  In fact, upon review of licensure renewal data, UNC 
Rex’s ALOS has increased significantly during recent years.  See table below. 
 

UNC Rex Historical Average Length of Stay 
  

 FY2018 FY2019 FY2020 FY2021 CAGR 

Acute Care Discharges 30,233 30,164 28,667 28,906 -1.5% 

Days of Care 114,663 118,736 117,457 132,776 5.0% 

ALOS 3.8 3.9 4.1 4.6 6.6% 
Source: License Renewal Applications 

 
It is unknown whether the increase in CMI and ALOS at UNC Rex is attributable to COVID patients.  
 
UNC Rex projects that lower acuity days of care from the UNC Rex Holly Springs service area will shift to 
UNC Rex Holly Springs.  Indeed, UNC Rex Holly Springs (J-12259-22) assumes an ALOS of 3.6 days.  This 
assumption will necessarily result in a larger percentage of higher acuity discharges remaining at UNC Rex, 
which will also result in a comparatively higher ALOS than historically experienced at UNC Rex.  Though 
no assumptions are provided for projecting acute care discharges at UNC Rex, DUHS assumes that 
discharges were calculated by dividing days of care by ALOS. By understating the projected ALOS, UNC 
Rex overstates its projected acute care discharges.   
 
Therefore, absent any assumptions contained in the application as submitted regarding ALOS and 
methodology for projecting discharges at UNC Rex, the projected discharges are not supported.   
 
On August 24, 2022, UNC Rex announced its intention to close its pediatric unit and its plans to convert 
its 10 pediatric beds to adult beds.6  The conversion of beds was effective August 31, 2022.  Therefore, 
UNC Rex was recently able to gain incremental adult acute care bed capacity – and eliminate any pediatric 
utilization; accordingly, its purported need for additional acute care beds is overstated. 
 
For the foregoing reasons, the UNC Rex application does not conform to Criterion 3. 

                                                           
6 https://abc11.com/unc-rex-hospital-pediatric-unit-closing-patients-
raleigh/12170137/#:~:text=RALEIGH%2C%20N.C.%20(WTVD)%20%2D%2D,pediatric%20beds%20to%20adult%20b
eds. 
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Criterion 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.”  
 
After filing its application, UNC Rex has already pursued an alternative not identified in its application to 

increase acute care bed capacity, by converting its 10 pediatric beds to adult beds, based on a low number 

of pediatric patients.  This alternative to increase capacity by 10 beds for adults and eliminate services for 

pediatric patients – obviously considered effective enough to implement immediately – was not 

addressed in the application.   

In addition, the UNC Rex application is not conforming to all other applicable statutory and regulatory 

review criteria and thus, is not approvable. An application that cannot be approved cannot be an effective 

alternative.  

The applicant does not adequately demonstrate that the proposal is its least costly or most effective 
alternative to meet the need. Therefore, the application is not conforming to this criterion and cannot be 
approved.  See discussion regarding criteria 1, 3, 5, 6, and 18a. 
 

Criterion 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.” 

Based on the facts described in these written comments specific to Criterion 3 (incorporated herein by 
reference), these same facts result in the application being non-conforming to Criterion 5.   
 
UNC Rex also failed to account for adequate costs to renovate the spaces where it proposes to develop 
incremental acute care bed capacity. See discussion regarding Criterion 12. 
 
 
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.” 
 
UNC Rex did not adequately demonstrate that its proposal would not result in unnecessary duplication of 
acute care in Wake County.  See discussion regarding projected utilization in Criterion 3.  Therefore, the 
application is nonconforming to Review Criterion 6. 
 
 
Criterion 12 “Applications involving construction shall demonstrate that the cost, design, and means of 
construction proposed represent the most reasonable alternative, and that the construction project will 
not unduly increase the 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.” 
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UNC REX does not properly account for all necessary construction in its application.  UNC REX proposes to 
renovate space to accommodate the incremental beds.  It specifically identifies construction 
requirements and costs necessary to upgrade individual patient rooms to meet The Facilities Guidelines 
Institute requirements included in the 2022 edition, stating “renovation will also include all necessary 
electrical, HVAC, and plumbing work to meet current FGI Hospital Guidelines.”  The application identifies 
existing rooms on 4 West and 6 East to meet those requirements.   
 
However, UNC REX does not identify any renovation to the units themselves.  FGI characterizes projects 
modifying “an entire area,” which would include a patient unit with multiple rooms, as “major renovation 
projects” that must meet the requirements for new construction to the extent possible.  See FGI 2022 
Section 1.1-3.1.12 (3).   The proposed renovation of 6 East would appear to meet this definition, and 
therefore the entire space, not just the patient rooms, would be required to meet FGI 2022 2.1 (Common 
Elements for Hospitals) standards, including but not limited to: 
 

2.1-2 Patient Care Units and other Patient Care Areas 
Tables 2.1-1, 2.1-2, 2.1-3, Appendix Table A2.1-a  
2.1-2.8.8.2  
             (1) Medication Preparation Room 
                           (b) (ii) Handwashing station 
2.1-2.8.9.2  Nourishment Area of Room Features 
             (1) Handwashing station 
             (2) Work Counter 
             (3) Refrigerator 
             (4) Microwave 
             (5) Storage Cabinets 
             (6) Space for temporary storage of food service implements 
2.1-2.8.13.2 Equipment and supply storage room or alcove.  
A room or alcove- sized to provide a minimum of 10 sf feet (0.93 square meter) per patient bed- 
shall be provided on the patient care unit floor for storage of equipment and supplies necessary 
for patient care.   
2.1-2.10.1 Family and Visitor Lounge 
             Each patient care unit shall provide access to a lounge for family and visitor 
2.1-2.10.1.1 Size 
(2) In the absence of a functional program, the lounge shall be sized to accommodate at least 1.5 
persons for every adult intensive care bed and one person for every four medical/surgical beds in 
the unit. 
2.1-2.10.1.2 This lounge shall be immediately accessible to the patient care unit served. 

               
The FGI guidelines are attached to these comments.  
 
UNC REX did not include the costs of renovating all of these support spaces to meet these 
requirements.  These renovations would also affect the construction timetable.  These renovations also 
affect the feasibility of accommodating the same number of patient rooms on the unit. 
 
Accordingly, the application is nonconforming with Criterion 12. 
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Criterion 18a “The applicant shall demonstrate the expected effects of the proposed services on 
competition in the proposed service area, including how any enhanced competition will have a positive 
impact upon the cost effectiveness, quality, and access to the services proposed; and in the case of 
applications for services where competition between providers will not have a favorable impact on cost-
effectiveness, quality, and access to the services proposed, the applicant shall demonstrate that its 
application is for a service on which competition will not have a favorable impact.” 
 
Based on the facts which result in UNC Rex being non-conforming with Criteria 1, 3, 4, 5, and 6, it should 
also be found non-conforming with Criterion 18a.   
 

10A NCAC 14C .3800 
 
The UNC Rex application does not conform to 10A NCAC 14C .3803 because projected utilization is not 
based on reasonable and adequately supported assumptions. See discussion regarding projected 
utilization in Criterion 3.   
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COMMENTS SPECIFIC TO UNC REX HOLLY SPRINGS 

PROJECT ID No. J-12259-22 

 

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

 

POLICY GEN-3: BASIC PRINCIPLES states:  

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

 
The UNC Rex Holly Springs application fails to conform with Criterion 1 and Policy GEN-3 because the 
application is not conforming to all other applicable statutory and regulatory review criteria and thus, is 
not approvable. The applicant does not adequately demonstrate that the proposal is its least costly or 
most effective alternative to meet the need.  See discussion regarding criteria 3, 4, 5, 6, and 18a.  
Therefore, the application is not conforming to this criterion and cannot be approved. 
 

Criterion 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.” 
 
UNC Rex acute care days increased 6.8% from SFY19-SFY22.7 However, UNC Rex failed to provide any 
discussion regarding discharges or average length of stay in relation to days of care during SFY19-SFY22. 
 
UNC Rex assumes its acute care days from the UNC Rex Holly Springs service area will increase 7.0 percent 
annually, which is nearly three times higher than the projected growth rate UNC Rex utilized to project 
acute care days for its hospital (2.74%).  The aggressive growth rate and assumption that 80 percent of 
UNC Rex Holly Springs service area patients will shift to the facility result in the following projections 
provided by the applicant. 
  

                                                           
7 J-12259-22, Section Q, page 1 
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Projected UNC REX Holly Springs Hospital Days of Care 
 

  SFY23 SFY24 SFY25 SFY26* SFY27 SFY28 

UNC REX Holly Springs Hospital 
Acute Care Days 11,100 11,881 12,718 13,614 14,572 15,599 

Licensed Acute Care Beds 50 50 50 59 59 59 

Percent Occupancy 60.8% 65.1% 69.7% 63.2% 67.7% 72.4% 

Source: J-12259-22, Section Q, page 7 
 
UNC Rex Holly Springs Hospital has been operational less than one year.8  In fact, as of August 15, 2022, 
UNC Rex Holly Springs Hospital has yet to open six of its approved acute care beds.9  Based on annualized 
days of care during May 2022, acute care bed utilization at UNC Rex Holly Springs is only 38.6% of the 
operational 36 beds.  See table below.  
 

UNC REX Holly Springs Hospital Days of Care 

 SFY22 

  Nov Dec Jan Feb March April May 

Acute Care Days 185 352 444 366 374 321 431 

Annualized Rate 2,251 4,145 5,228 4,771 4,404 3,906 5,075 

Annualized ADC 6.2 11.4 14.3 13.1 12.1 10.7 13.9 

Operational Beds 24 24 24 24 24 24 36 

Occupancy 25.7% 47.3% 59.7% 54.5% 50.3% 44.6% 38.6% 

Source: J-12259-22, Section Q, page 4 
 

UNC Rex projects UNC Rex Holly Springs SFY22 annualized utilization will double from 5,075 days of care 
(based on May 2022) to 11,100 days of care during SFY23.  The projected utilization assumes 60.8% 
occupancy of 50 beds during SFY23 despite a mere 38.6% occupancy of only 36 beds during SFY22 (based 
on May 2022 annualized). 
 
UNC Rex Holly Springs SFY22 annualized utilization equates to only 38% of the appropriate days of care 

served by UNC Rex Hospital (5,075 ÷ 13,454) during SFY22. 

 

 SFY19 SFY20 SFY21 SFY22* 

Acute Care Days 10,568 9,635 11,022 13,454 
*Annualized based on 11 months of data. 
Source: J-12259-22, Section Q, page 5 

 

                                                           
8 UNC REX Hospital Holly Springs began serving patients on November 1, 2021. See page 33, J-12259-22. 
9 J-12259-22, Section Q, page 4 
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The expectation that 80% of appropriate days of care from the UNC Rex Holly Springs service area will 
immediately shift to the hospital during SFY23 and beyond is not supported.   
 
UNC Rex failed to provide any discussion regarding average length of stay for UNC Rex Holly Springs. Form 
C.1 assumes an average length of stay increase from 2.9 during SFY22 to 3.6 during SFY23-SFY28 and a 
footnote to Form C.1 states, “ALOS is based on patients to be served from the UNC REX Holly Springs 
Hospital service area as detailed in Form C Assumptions and Methodology.” However, Form C 
Assumptions and Methodology contain no information describing why the average length of stay 
increases or what assumptions were used to derive the ALOS projections.  In fact, Form C Assumptions 
and Methodology contain no information describing how UNC Rex Holly Springs discharges were 
determined.  Assumedly, UNC Rex Holly Springs projected discharges in Form C.1 were determined by 
dividing projected days of care by projected ALOS.  However, such assumption is not contained in the 
application. Therefore, absent any assumptions contained in the application as submitted regarding ALOS 
and methodology for projecting discharges at UNC Rex Holly Springs, the projected discharges are not 
supported.   
 
For the foregoing reasons, the UNC Rex Holly Springs application does not conform to Criterion 3. 
 

Criterion 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.”  
 
The UNC Rex Holly Springs application is not conforming to all other applicable statutory and regulatory 

review criteria and thus, is not approvable. An application that cannot be approved cannot be an effective 

alternative.  

The applicant does not adequately demonstrate that the proposal is its least costly or most effective 
alternative to meet the need. Therefore, the application is not conforming to this criterion and cannot be 
approved.  See discussion regarding criteria 1, 3, 5, 6, and 18a. 
 

Criterion 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.” 

Based on the facts described in these written comments specific to Criterion 3 (incorporated herein by 
reference), these same facts result in the application being non-conforming to Criterion 5.   
 
UNC Rex Holly Springs historical payor mix is not reliable because it is based on only seven months of data 
reflecting a staff up by unit, e.g. labor and delivery. Therefore, the limited available payor mix is not 
representative of ongoing and future operations. 
 
A comparison of average operating expenses per discharges indicates UNC Rex Holly Springs projected 
operating expenses are abnormally low for such a small acute care hospital. See the following table. 
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Comparison of Average Operating Expenses per Discharge – 2022 Wake County Acute Care Bed Review  
 

Applicant 

Form C.1b Form F.2b Average Operating 
Expense per 

Discharge Discharge 
Operating 
Expense 

UNC Rex Hospital 30,876 $183,809,070 $5,953 

UNC Rex Hospital Holly Springs 4,277 $13,965,702 $3,265 

Duke Raleigh Hospital 11,471 $260,610,772 $22,719 

WakeMed Garner Hospital 2,879 $25,847,201 $8,978 

 
To evaluate the reasonableness of UNC Rex Holly Springs average operating expenses, DUHS assessed 
average operating expenses per discharge for a similar project proposed by UNC in Durham County. UNC-
RTP received CON approval to develop new 40-bed hospital in Research Triangle Park. The following table 
summarizes average operating expenses per discharge based on information provided in UNC-RTP, 
Project ID J-012065-21.  
 

Average Operating Expenses per Discharge – UNC-RTP, Project ID J-012065-21 
 

UNC-RTP Inpatient Services  SFY26 SFY27 SFY28 

Discharges (Form C) 1,048 1,624 2,238 

Operating Expenses (Form F.3) $22,879,125 $31,940,416 $42,521,459 

Avg. OpEx per Discharge $21,831  $19,668  $19,000  
Source: Project ID J-012065-21 

 
The difference between average operating expenses per discharge for UNC Rex Holly Springs and UNC-
RTP is astounding even when depreciation is excluded from UNC-RTP’s expenses.  See the following 
table. 
 

Average Operating Expenses per Discharge – UNC-RTP, Project ID J-012065-21 
 

UNC-RTP Inpatient Services  SFY26 SFY27 SFY28 

Discharges (Form C) 1,048 1,624 2,238 

Operating Expenses Excluding 
Depreciation (Form F.3) $16,796,633 $25,857,924 $36,438,967 

Avg. OpEx per Discharge $16,027 $15,922 $16,282 
Source: Project ID J-012065-21 
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The drastic difference between average operating expenses per discharge for UNC Rex Holly Springs and 
UNC-RTP undermines the reasonableness of UNC Rex Holly Springs operating expenses. At a minimum, 
the Agency should not consider UNC Rex Holly Springs average operating expense per discharge in its 
comparative analysis.  
 
Based on the previous discussion regarding UNC Rex’s failure to provide assumptions to project ALOS and 
discharges at UNC Rex Holly Springs, the projected expenses and revenues are not reliable.  Therefore, 
the application should be found non-conforming with Criterion 5. 
 
 
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.” 
 
UNC Rex did not adequately demonstrate that its proposal would not result in unnecessary duplication of 
acute care services in Wake County.  See discussion regarding utilization in Criterion 3.  Therefore, the 
UNC Rex Holly Springs application is nonconforming to Review Criterion 6. 
 
 
Criterion 18a “The applicant shall demonstrate the expected effects of the proposed services on 
competition in the proposed service area, including how any enhanced competition will have a positive 
impact upon the cost effectiveness, quality, and access to the services proposed; and in the case of 
applications for services where competition between providers will not have a favorable impact on cost-
effectiveness, quality, and access to the services proposed, the applicant shall demonstrate that its 
application is for a service on which competition will not have a favorable impact.” 
 
Based on the facts which result in UNC Rex Holly Springs being non-conforming with Criteria 1, 3, 4, 5, 
and 6, it should also be found non-conforming with Criterion 18a.   
 

10A NCAC 14C .3800 
 
The UNC Rex Holly Springs application does not conform to 10A NCAC 14C .3803 because projected 
utilization is not based on reasonable and adequately supported assumptions. See discussion regarding 
projected utilization in Criterion 3.   
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COMMENTS SPECIFIC TO UNC REX HOSPITAL 

PROJECT ID No. J-12260-22  (ORs) 

 

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

 

POLICY GEN-3: BASIC PRINCIPLES states:  

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

 
UNC Rex fails to conform with Criterion 1 and Policy GEN-3 because the application is not conforming to 
all other applicable statutory and regulatory review criteria and thus, is not approvable. The applicant 
does not adequately demonstrate that the proposal is its least costly or most effective alternative to meet 
the need.  See discussion regarding criteria 3, 4, 5, 6, and 18a.  Therefore, the application is not conforming 
to this criterion and cannot be approved. 
 

Criterion 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.” 
 
UNC Rex assumes its outpatient surgical cases will increase by 5.1% annually through the third project 
year. The projection is based on the facility’s SFY16-SFY 22 annualized CAGR for outpatient surgical cases.  
However, much of the historical growth was experienced in SFY22. 
 
 

 SFY16 SFY17 SFY18 SFY19 SFY20 SFY21 SFY22* CAGR 

Outpatient Cases 11,259 10,720 10,898 11,705 10,901 12,892 15,166 5.1% 

Annual Growth NA -4.8% 1.7% 7.4% -6.9% 18.3% 17.6%  

Source: J-12260-22, Section Q, page 4 
*Annualized based on 11 months of data 
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Pre-COVID, UNC Rex’s outpatient surgical cases increased by a CAGR of only 1.4%. UNC Rex experienced 
a rebound in outpatient volume in SFY 21 and SFY 22 during which time inpatient surgical cases decreased.  
Therefore, a large portion of the SFY 21 and SFY 22 growth is likely attributable to the migration of 
inpatient surgical cases to the outpatient platform. Such migration typically results in a one-time 
adjustment to annual volume. In other words, the annual growth attributed to the migration of surgical 
cases from inpatient to outpatient is not expected to be replicated year after year.  Therefore, UNC Rex’s 
projected outpatient surgical case growth rate of 5.1% is overstated and unreliable.  
 
UNC Rex projects outpatient surgical cases at Rex Surgery Center of Cary will decrease by 4.4% annually 
through the third project year, resulting in a surplus of 1.5 ORs at Rex Surgery Center of Cary. Therefore, 
UNC Rex could relocate one OR from Rex Surgery Center of Cary to UNC Rex Hospital instead of proposing 
to develop incremental OR capacity.  Moreover, UNC Rex’s presumed decrease in outpatient surgical 
utilization at Rex Surgery Center of Cary is inconsistent with its stated need for incremental surgical 
capacity. 
 
For these reasons, the UNC Rex OR application does not conform to Criterion 3. 

 

Criterion 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.”  
 
The UNC Rex application is not conforming to all other applicable statutory and regulatory review criteria 
and thus, is not approvable. An application that cannot be approved cannot be an effective alternative.  
 
UNC Rex projects outpatient surgical cases at Rex Surgery Center of Cary will decrease by 4.4% annually 
through the third project year, resulting in a surplus of 1.5 ORs at Rex Surgery Center of Cary. Therefore, 
a least costly and more effective alternative would be for UNC Rex to relocate one OR from Rex Surgery 
Center of Cary to UNC Rex Hospital instead of proposing to develop incremental OR capacity.  
Alternatively, UNC Rex could shift outpatient procedures from the hospital to the ASC, which is typically a 
more cost-effective alternative for ASC appropriate procedures.  
 
The applicant does not adequately demonstrate that the proposal is its least costly or most effective 
alternative to meet the need. Therefore, the application is not conforming to this criterion and cannot be 
approved.  See discussion regarding criteria 1, 3, 5, 6, and 18a. 
 

Criterion 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.” 

Based on the facts described in these written comments specific to Criterion 3 (incorporated herein by 
reference), these same facts result in the UNC Rex application being non-conforming to Criterion 5.   
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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.” 
 
UNC Rex did not adequately demonstrate that its proposal would not result in unnecessary duplication of 
surgical services in Wake County.  See discussion regarding projected utilization in Criterion 3.  Therefore, 
the application is nonconforming to Review Criterion 6. 
 
 
Criterion 18a “The applicant shall demonstrate the expected effects of the proposed services on 
competition in the proposed service area, including how any enhanced competition will have a positive 
impact upon the cost effectiveness, quality, and access to the services proposed; and in the case of 
applications for services where competition between providers will not have a favorable impact on cost-
effectiveness, quality, and access to the services proposed, the applicant shall demonstrate that its 
application is for a service on which competition will not have a favorable impact.” 
 
Based on the facts which result in UNC Rex being non-conforming with Criteria 1, 3, 4, 5, and 6, it should 
also be found non-conforming with Criterion 18a.   
 

10A NCAC 14C .2103 
 
The UNC Rex application does not conform to 10A NCAC 14C .2103 because projected surgical utilization 
is not based on reasonable and adequately supported assumptions. See discussion regarding projected 
utilization in Criterion 3.   
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COMMENTS SPECIFIC TO WAKEMED GARNER 

PROJECT ID No. J-12264-22 

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

 

POLICY GEN-3: BASIC PRINCIPLES states:  

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

 
WakeMed fails to conform with Criterion 1 and Policy GEN-3 because the application is not conforming to 
all other applicable statutory and regulatory review criteria and thus, is not approvable. The applicant 
does not adequately demonstrate that the proposal is its least costly or most effective alternative to meet 
the need.  See discussion regarding criteria 3, 4, 5, 6, and 18a.  Therefore, the application is not conforming 
to this criterion and cannot be approved. 
 

 Criterion 3 “The applicant shall identify the population to be served by the proposed project and shall 
demonstrate the need that this population has for the services proposed, and the extent to which all 
residents of the area, and, in particular, low-income persons, racial and ethnic minorities, women, 
handicapped persons, the elderly, and other underserved groups are likely to have access to the services 
proposed.” 
 
The 2022 SMFP projects the WakeMed system to have the greatest surplus of ORs (-2.64) of the existing 
health systems in the service area during FY2024.  According to the 2022 SMFP OR methodology, 
WakeMed is projected to have a surplus of over three ORs at WakeMed Cary Hospital.  Therefore, it would 
appear that the “most efficient and effective way to enhance access to care” would be to instead relocate 
existing hospital-based OR capacity from WakeMed Cary Hospital to the proposed WakeMed Garner 
Hospital. 
 
 WakeMed projects outpatient surgery cases from the WakeMed Garner service area by applying a 
“weighted population calculation” (2.33%) to FY2022 annualized non-tertiary outpatient surgical cases at 
each existing WakeMed acute care facility from the proposed service area.  However, WakeMed failed to 
provide any historical data for outpatient surgery cases at each WakeMed acute care facility prior to 
FY2022 annualized to demonstrate whether a growth rate of 2.33% is reasonable and supported.  
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Additionally, WakeMed’s “weighted population calculation” is based on the percentage of non-tertiary 
admissions by age group from the proposed service area. As shown on application page 185, 
approximately 43.2% of WakeMed’s admissions from the proposed service area are age 65 and older. 
WakeMed did not provide historical outpatient surgery cases by age cohort to demonstrate whether a 
growth rate of 2.33% determined by a “weighted population calculation” is reasonable and supported. 
Absent this information, WakeMed Garner’s outpatient surgery cases may be overstated for the proposed 
project. 
 
 
Criterion 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.”  
 
The applicant does not adequately demonstrate that the proposal is its least costly or most effective 

alternative to meet the need. As previously described, the 2022 SMFP projects the WakeMed system 
to have the greatest surplus of ORs (-2.64) of the existing health systems in the service area during FY2024.  
According to the 2022 SMFP OR methodology, WakeMed is projected to have a surplus of over three ORs 
at WakeMed Cary Hospital.  Therefore, it would appear that the “most efficient and effective way to 
enhance access to care” would be to instead relocate existing hospital-based OR capacity from WakeMed 
Cary Hospital to the proposed WakeMed Garner Hospital. 
 

Criterion 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.” 

WakeMed Garner projects a positive net income during the first full year of the proposed project.  
Form F.2b projects the facility will have a positive net income of $11M during the first project 
year and that it will increase to $18M during the third project year. Such expectations are highly 
specious compared to other recent CON hospital projects and WakeMed’s own experience.  
 
In CON Project ID #J-12029-21, DUHS proposed to relocate 40 acute care beds from Duke Raleigh 
Hospital and develop a new 40-bed community hospital in southwest Wake County, Duke Green 
Level Hospital.  Form F.2b projected a negative net income during each of the first three project 
years. 
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     Source: J-12029-21 
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In CON Project ID # J-12065-21, UNC proposed to construct a new 40-bed hospital in Durham 
County, UNC-RTP.  In that application, Form F.2b projected a negative net income during each of 
the first two project years. 
 

 
 
DUHS obtained inpatient charge, revenue, and cost data from the American Hospital Directory10 
to compare WakeMed’s actual experience to the projected revenues and costs contained in the 
WakeMed Garner application.  The following table summarizes 2021 charge and cost data for 
WakeMed Cary Hospital. 
  

                                                           
10 The American Hospital Directory® provides data, statistics, and analytics about more than 7,000 hospitals 
nationwide. Hospital revenue and costs information is based on Medicare IPPS claims data. 
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Costs calculated per WakeMed Cary’s cost report for the period ending 12/31/2021 
Top 20 Base MS-DRGs 

 

Base MS-
DRG Base MS-DRG Description 

IPPS 
Cases ALOS 

Average 
Charges 

Average 
Payment 

Average 
Cost 

Case 
Mix 

Index 

872-871 
Septicemia or severe sepsis w/o MV 

96+ hours 251 5.9 $44,429  $10,254  $11,378  1.6119 

179-178-177 Respiratory infections & inflammations 210 6.3 $44,560  $12,703  $12,642  1.7061 

293-292-291 Heart failure & shock 182 4.4 $30,430  $7,438  $7,768  1.2038 

379-378-377 G.I. hemorrhage 138 3.8 $40,817  $7,353  $8,773  1.1893 

310-309-308 
Cardiac arrhythmia & conduction 

disorders 137 3.3 $24,753  $4,748  $5,703  .7601 

690-689 Kidney & urinary tract infections 124 4.3 $27,466  $5,481  $7,048  .8951 

066-065-064 
Intracranial hemorrhage or cerebral 

infarction 98 3.4 $38,175  $6,578  $7,336  1.0948 

641-640 
Misc disorders of 

nutrition,metabolism,fluids/electrolytes 96 4.0 $31,183  $5,816  $7,238  .9459 

195-194-193 Simple pneumonia & pleurisy 88 4.8 $34,283  $6,293  $8,292  1.0231 

392-391 
Esophagitis, gastroent & misc digest 

disorders 84 4.0 $31,522  $5,134  $7,357  .8273 

684-683-682 Renal failure 82 4.3 $31,056  $6,660  $7,680  1.0427 

331-330-329 Major small & large bowel procedures 80 7.3 $98,382  $18,731  $20,992  2.9756 

482-481-480 
Hip & femur procedures except major 

joint 78 5.2 $79,865  $13,851  $17,821  2.1871 

192-191-190 Chronic obstructive pulmonary disease 76 4.1 $30,414  $5,807  $7,887  .9854 

189 Pulmonary edema & respiratory failure 66 4.8 $41,257  $7,693  $11,375  1.2248 

603-602 Cellulitis 63 3.7 $23,051  $5,888  $6,637  .9387 

390-389-388 G.I. obstruction 57 5.2 $33,372  $5,808  $8,125  .8337 

855-854-853 
Infectious & parasitic diseases w O.R. 

procedure 55 10.0 $108,840  $28,349  $26,141  4.2709 

282-281-280 
Acute myocardial infarction, discharged 

alive 53 4.6 $34,112  $6,958  $8,412  1.2297 

812-811 Red blood cell disorders 49 4.2 $33,655  $5,062  $8,777  1.0321 

  All Other Base MS-DRGs 1,468 5.0 $63,578  $12,298  $14,711  1.8357 

  T O T A L S 3,535 4.9 $50,548  $10,222  $11,992  1.5618 

Source: American Hospital Directory; Medicare IPPS claims data 
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Form F.2: Projected Revenues and Costs - WakeMed Garner 

 

  PY1 FY27 PY2 FY28 PY3 FY29 

Discharges 2,092 2,483 2,879 

Gross Patient Service Revenue $91,279,991 $109,065,571 $127,319,698 

Net Revenue $26,938,722 $32,586,927 $38,508,532 

Operating costs $18,862,878 $22,610,098 $25,847,201 

Net Income $8,075,844 $9,976,830 $12,661,332 

        

Average Charge $43,633 $43,925 $44,224 

Average Payment $12,877 $13,124 $13,376 

Average Cost $9,017 $9,106 $8,978 
Source:  J-12264-22, Form F.2 Inpatient Services 

 
 
WakeMed Garner’s projected annual average cost per discharge is drastically lower compared to 
WakeMed Cary’s 2021 average cost per discharge which undermines the reasonableness of 
WakeMed Garner’s projected expenses in Form F.3.  WakeMed Cary’s average cost per patient 
in 2021 ($11,992) is more than $3,000 higher compared to WakeMed Garner’s projected average 
cost per patient in project year three ($8,978). This comparison of historical and proposed data 
would reveal that WakeMed Garner’s projected expenses are significantly underestimated. 
Additionally, WakeMed Garner’s average payment per discharge in year three ($13,376) is 
~$3,000 higher compared to WakeMed Cary’s 2021 average payment per discharge ($10,222).  
 
WakeMed’s strategy to inflate WakeMed Garner’s average net revenue per discharge and 
diminish average cost per discharge results in generous projections of annual net income. In 
other words, if WakeMed instead utilized realistic projections of revenues and expenses based 
on historical experience, WakeMed Garner would not have a profitable net income during the 
project years.  Consequently, the application does not conform to Criterion 5. 
 
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.” 
 
WakeMed did not adequately demonstrate that its proposal would not result in unnecessary duplication 
of surgical services in Wake County.  See discussion regarding projected utilization in Criterion 3.  
Therefore, the application is nonconforming to Review Criterion 6. 
 
 
Criterion 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-
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effectiveness, quality, and access to the services proposed, the applicant shall demonstrate that its 
application is for a service on which competition will not have a favorable impact.” 
 
Based on the facts which result in the application being non-conforming with Criteria 1, 3, 4, 5, and 6, it 
should also be found non-conforming with Criterion 18a.   
 

10A NCAC 14C .2103 
 
The WakeMed application does not conform to 10A NCAC 14C .2103 because projected surgical utilization 
is not based on reasonable and adequately supported assumptions. See discussion regarding projected 
utilization in Criterion 3.   
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