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CERTIFICATE OF NEED 
REVIEWED BY THE DEPARTMENT OF HEALTH 

DIVISION OF POLICY, PLANNING AND ASSESSMENT 
615-741-1954 

 
DATE: March 31, 2016 
  
APPLICANT: CAH Acquisition Company 11, LLC  
 d/b/a Lauderdale Community Hospital 
 326 Asbury Avenue 

Ripley, Tennessee 38063 
 
CN1601-004 

  
CONTACT PERSON: Tammy Hardy 
 326 Asbury Avenue 

Ripley, Tennessee 38063 
 

COST: $20,262,987 
In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of 
2002, the Tennessee Department of Health, Division of Policy, Planning, and Assessment, reviewed 
this certificate of need application for financial impact, TennCare participation, compliance with 
Tennessee’s State Health Plan, and verified certain data.  Additional clarification or comment 
relative to the application is provided, as applicable, under the heading “Note to Agency Members.” 
 
SUMMARY: 
CAH Acquisition Company 11, LLC (CAH11) d/b/a Lauderdale Community Hospital (LCH), located at 
326 Asbury Avenue, Ripley, Tennessee 38063 seeks Certificate of Need approval for the 
replacement of a 25-bed Critical Access Hospital on 23.98 acres adjacent to the existing hospital.   
 
HMC/CAH Consolidated, Inc. (HMC) is the parent company of CAH11.  HMC is a Delaware 
corporation with its principal place of business in Kansas City, Missouri.  HMC is in the business of 
acquiring acute care hospitals located in rural communities and certified by CMS as Critical Access 
Hospitals (CAH).  HMC conducts its business through a consolidated group of 10 hospital 
subsidiaries.   
 
The project consists of 40,190 square feet of new construction at a cost of $299.32 per square 
foot.  The project cost is slightly higher than the 3rd Quartile of HSDA construction costs from 
2012-2014. 
 
HMX’s business plan is to replace the existing facilities of all its hospitals with new facilities.  In 
addition to LCH, HMC has four hospitals in Oklahoma, three hospitals in Kansas, one in Missouri, 
and one in North Carolina. 
 
LCH and the other HMC hospitals are managed by Rural Community Hospitals of America, LLC 
(RCHA).  RCHA is a West Virginia limited liability company with its principal place of business in 
Kansas City, Missouri.  RCHA provides LCH and the other HMC hospitals with day to day 
management and business services. 
 
The total project cost is $20,262,987 of which $3,000,000 will be New Market Tax Credits (NMTC).  
This investment will be provided through Community Hospitality Healthcare Services (CHHS) in the 
form of a subordinated interest only promissory note with a term of no less than 7 years at an 
interest rate in the 2.5% to 3.0% range. The New Market Tax Credit (NMTC) program was a 
product of the bipartisan legislation enacted in the Community Renewal Tax Relief Act of 2000. The 
program uses tax incentives to attract private capital investments in both urban and rural low 
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income areas of the United States. The remaining amount will be provided by CBC Real Estate 
Group, LLC, the project developer, in cooperation with a real estate investment trust (REIT).  The 
applicant has engaged CFG Capital Markets, LLC, as its financial advisory, to originate and the 
structure this aspect of the lease transaction. 
 

GENERAL CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all of the general criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 
NEED: 
The applicant’s designated service area consists of zip code 38063 (Ripley, Tennessee, Lauderdale 
County) which accounts for 78% of the hospital’s total volume.  According to the applicant, the 
projected 2018 population is estimate to be 17,015.  The 65+ population is projected to be 2,744, 
or 16% of the population.  The 2016 population of Lauderdale County is 28,658, increasing to 
29,186 in 2020, an increase of 1.8%. 
 
The existing facility was built in 1983 and would require extensive upgrades to bring it up to 
today’s standards for Healthcare and building codes.  The facility has low ceilings that re not 
conducive to new equipment and the buildings mechanical and electrical equipment is past their 
dates of replacement.  LCH was built and expanded when patients had longer hospital stays.  As 
healthcare has changed over the years, patient care has moved toward more of an outpatient 
model, with an emphasis on quick and easy access to the facility.  The applicant states they must 
prepare for the future by investing in a facility and services that will maximize returns in an 
increasingly challenging environment in terms of reimbursement and payment reform. 
 
In recent years inpatient acute care discharges have decreased while observation days have 
increased; a trend the applicant believes is more toward outpatient services than inpatients 
service.  Swing bed utilization has increased as a result of efforts to bring back local patients for 
rehabilitation instead of being discharged early from lager hospitals.  LCH currently has no surgeon 
on staff, but is in the final stages of recruiting a general surgeon.  Having an outdated, older 
facility makes it difficult to recruit surgeons and family practitioners.  Additionally, the applicant is 
pursuing an opportunity to partner with a physician’s group in Jackson, Tennessee that has a 
variety of specialists. 
 

Lauderdale Community Hospital 2014 Licensed and Staffed Bed Occupancy 
 

Facility Licensed 
Beds 

Staffed 
Beds 

Licensed 
Occupancy 

Staffed 
Occupancy 

Patient 
Days 

ER Visits 

Lauderdale Community 
Hospital 

25 25 10.8% 10.8% 984 10,399 

Source:  Joint Annual Report of Hospitals 2014, Division of Health Statistics, Tennessee Department of Health 
 
The new hospital will replace the outdated facility that does not offer the efficiencies to compete in 
today’s market place.  The applicant intends to continue to offer acute care, emergency services, 
swing beds, and outpatient service in a more efficient manner.  The intent is to improve the 
patient experience and create a facility that is financially sustainable. 
 
TENNCARE/MEDICARE ACCESS: 
The applicant participates in both the Medicare and TennCare/Medicaid programs.  The applicant 
contracts with TennCare MCOs United Healthcare Community Plan and TennCare Select. 
 
The applicant projects year one Medicare revenues of $18,830,535 or 37.73% of total gross 
revenues, and TennCare/Medicaid revenues of $11,013,951 or 22.07% of total gross revenues. 
 
 



__________________________________________________________________________________________________ 
DOH/PPA/…CON#1601-004                                                                           CAH Acquisition Company 11, LLC 
                                                                                                       d/b/a Lauderdale Community Hospital 
                                                                                                             Construction, Renovation, Expansion, and 
                                                                                                           Replacement of Health Care Institutions 

- 3 - 

 
ECONOMIC FACTORS/FINANCIAL FEASIBILITY: 
The Department of Health, Division of Policy, Planning, and Assessment have reviewed the Project 
Costs Chart, the Historical Data Chart, and the Projected Data Chart to determine if they are 
mathematically accurate and if the projections are based on the applicant’s anticipated level of 
utilization.  The location of these charts may be found in the following specific locations in the 
Certificate of Need Application or the Supplemental material: 
 
 Project Costs Chart:  The Project Costs Chart is located on page 30 of Supplemental 2.  

The total estimated project cost is $20,262,987. 
 

Historical Data Chart: The Historical Data Chart is located on page 32 of Supplemental 2.  
The applicant reported 2,398, 2,164, and 2,189 patient days in 2013, 2014, and 2015 with 
net operating revenues of ($435,726), $576,974, and ($673,043 each year respectively. 

 
Projected Data Chart: The Projected Data Chart is located on page 33 of Supplemental 2.  
The applicant projects 2,427 and 2,524 patient days in years one and two with net operating 
revenues of $2,684,010 and $2,627,450 each year, respectively. 

 
Historical and Projected Financial Performance 

Financial Measure 2015 Year 1 

Average Gross Charges   
Patient Days 2,427 2,427 
Gross Operating Revenue $41,972,726 $49,908,986 
Deductions $27,094,591 $32,770,870 
Net Patient Revenue $14,878,135 $17,138,116 
   
Average Cost   
Gross Charges $19,174 $20,564 
Deductions $12,378 $13,303 
Net Patient Revenue $6,797 $7,061 

 
LCH sees no option other than renovation or replacement of their existing facility.  The current 
facility is over 30 years old are the electrical and mechanical systems are in need of replacement.  
The facility is not conducive to modern day equipment and technology due to low ceilings.  A new 
facility would allow for expansion for the future plus correct current issues.  New hospital systems 
are more energy efficient and effective for today’s hospital standards and most importantly are 
tailored towards the outpatient setting.  The applicant relies on their experience and concern for 
investing in an old facility and opts to replace the facility entirely. 
 
Note to Agency Members:  The applicant, CAH Acquisition Company 11, LLC filed for 
Chapter 11 Bankruptcy dated February 27, 2013 in United States Bankruptcy Court For 
the Western District of Missouri, Kansas City Division, Case No. 11-44748-11.  The 
Motion was granted on March 29, 2013.  Additionally, the applicant has a civil 
judgement filed against CAH Acquisition 10, LLC by Yadkin Valley Community Hospital, 
Yadkin, North Carolina pending which they report they are “rigorously defending its 
position that the closure of the facility was among other things, necessary to protect 
patient safety”. 
 
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE: 
The applicant list all contractual and working relationships with other healthcare providers on page 
30 and 31 of the application. 
 
The applicant reports that this project will have a positive effect on the healthcare system in 
Lauderdale County by bringing quality and efficiency via replacement of a thirty year old facility 
with a modern state-of-the-art facility in rural Ripley, Tennessee; ensuring members of the 
community can receive care at home in their local community.  The cost to travel to the larger 
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tertiary facilities for healthcare is a burden to members of the community as well.  The new facility 
would also help in the recruitment of physicians to the area. 
 
The current staffing consists of 107 FTE staff, 66 of which are providing direct patient care.  There 
will be no change in staff or services. 
 
LCH has a Clinical Affiliation Agreement with Jackson State Community College and a Pediatric 
Training Agreement with Le Bonheur Children’s Hospital. 
 
The applicant is licensed by the Tennessee Department of Health, Board for Licensing Healthcare 
Facilities and certified by DNV GL Healthcare. 
 
The applicant has a civil judgement filed against CAH Acquisition 10, LLC by Yadkin Valley 
Community Hospital, Yadkin, North Carolina pending which they report they are “rigorously 
defending its position that the closure of the facility was among other things, necessary to protect 
patient safety”. 
 

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 

CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT 
OF 

HEALTH CARE INSTITUTIONS 
 
1. Any project that includes the addition of beds, services, or medical equipment will be 

reviewed under the standards for those specific activities. 
 
 Not applicable. 
 
2. For relocation or replacement of an existing licensed health care institution: 
 
 a. The applicant should provide plans which include costs for both renovation and 

relocation, demonstrating the strengths and weaknesses of each alternative. 
 

LCH sees no option other than renovation or replacement of their existing facility.  The 
current facility is over 30 years old are the electrical and mechanical systems are in 
need of replacement.  The facility is not conducive to modern day equipment and 
technology due to low ceilings.  A new facility would allow for expansion for the future 
plus correct current issues.  New hospital systems are more energy efficient and 
effective for today’s hospital standards and most importantly are tailored towards the 
outpatient setting.  The applicant relies on their experience and concern for investing in 
an old facility and opts to replace the facility entirely. 

 
 b. The applicant should demonstrate that there is an acceptable existing or projected 

future demand for the proposed project. 
 
  The applicant provided the hospital’s existing volumes for the last three years: 
 

 2013 2014 2015 
Discharges    
Acute 356 281 255 
Swing Beds 72 88 117 
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ER Visits 11,446 10,065 10,432 
Surgeries 296 164 56 
Outpatient Visits 7,187 7,391 6,441 
Radiology Inpatient 815 401 550 
Radiology Outpatient 15,374 14,705 12,218 
Laboratory Inpatient  3,880 3,262 4,596 
Laboratory Outpatient 44,145 41,891 40,352 
Physical Therapy Inpatient 2,235 2,682 2,489 
Physical Therapy Outpatient 11,974 15,111 12,294 

 
 
  According to the applicant, with the proposed replacement facility, they will increase 

volume primarily captured from its primary service area.  If a new hospital is not built 
within five years the applicant fears volume will decline and threaten the long term 
viability of the hospital. 

 
3. For renovation or expansions of an existing licensed health care institution: 
 
 a. The applicant should demonstrate that there is an acceptable existing demand for the 

proposed project. 
 
 b. The applicant should demonstrate that the existing physical plant’s condition warrants 

major renovation or expansion. 
 

Not applicable. 
 


