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HEALTH SERVICES AND DEVELOPMENT AGENCY MEETING
MAY 25, 2016
APPLICATION SUMMARY

NAME OF PROJECT: Methodist Healthcare-Memphis Hospitals dba
Methodist University Hospital ; ,

PROJECT NUMBER: CN1602-009

ADDRESS: ; 1211-1265 Union Avenue
Memphis (Shelby County), TN 38104

LEGAL OWNER: Methodist Healthcare-Memphis Hospitals
1211 Union Avenue, Suite 700
Memphis (Shelby County), TN 38104

OPERATING ENTITY:  Not Applicable

CONTACT.PERSON:  Carol Weidenhoffer

(901) 516-0679
DATE FILED: : February 12, 2016
PROJECT COST: $280,000,000.00
FINANCING: : | Cash Reserves of Methodist Le Bonheur Healthcare

PURPOSE FOR FILING:  Hospital construction and renovation in excess of $5.0
million; the addition of major medical equipment; and
the relocation of a PET scanner

Methodist Healthcare-Memphis Hospital d/b/a Methodist University Hospital
is seeking approval for the construction and renovation of 470,000 SF of space
located at 1211-1285 Union Avenue, Memphis (Shelby County), TN. The project
is the onsite replacement and modernization of the campus including the
construction’ of a nmew patient tower and adjacent building to consolidate
ambulatory services. The project doesnot involve changes to the applicant’s 617
licensed acute care bed complement; however, 204 beds will be relocated to the
new patient tower, and 28 medical-surgical beds will be converted to critical care
beds: The project will add an intraoperative MRI (iMRI), a third linear accelerator
to existing linear accelerator services, and relocate PET, CT, and infusion
equipment and services from 1588 Union Avenue, Memphis, TN. The proposed
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project does not include the initiation and discontinuation of any other health
service.

SERVICE SPECIFIC CRITERIA AND STANDARD REVIEW

CONSTRUCTION, RENOVATION, EXPANSION, AND REPACEMENT OF
HEALTH CARE INSTITUTIONS

1. Any project that included the addition of Beds, Services, or Medical
Equipment will be reviewed under the standards for those specific
activities 3

No new services or beds are being added to the applicant’s licensed
organization. However, the applicant is adding an additional MRI

“and LINAC unit. The additional medical equipment was reviewed
under the standards for those specific acthhes and is mcluded in
this summary. : : A

2. 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 j pm]ect o
o The applicant pro]ects mpahent days will increase 4, 4%
. from 213,748 in.2015 to 223,139 in Year One (2019):
* PET services are projected in increase from 2,283 cases in
2015 to 2,457.in.2019, a 7.6% increase.
e MRI procedures are projected to increase from 11,100 in
2015 t0 11,979 in 2019, a 7.9% increase.
* Radiation Therapy will increase from 28,201 procedures in
*2015 to 32,920 in: Year One, a 16.7%. increase.

1t appears that this criterion has been met,

»b. The appllcant should demonstrate that the ex1st1ng physmal plant’
condition warrants major renovation or expansion

-~The- appl:cant -provided-- detailed - respanses for these- criteria on
pages 21-28 of the application. Key highlights are provided below.
o The Methodist Um'oerszly campus is landlocked with many
buildings built in the 1950s and 1960s that currently
houses direct care services.
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3

o The applicant evaluated the physical condition of each
building on campus that included the evaluation of
structural, mechanical, electrical components, age,
presence of asbestos, and overall functionality.

o As a result of the evaluation, three buildings were
designated to be in poor condition, five buildings in fair
condition, and one building built in 2014 received the
highest rating (good).

o Please refer to diagram 5 on page 27 of the application that
'includes the results of a color coded building condition
assessment.

It appears that this criterion has been met.
MAGNETIC RESONANCE IMAGING SERVICES

1. Utilization Standards for non-Specialty MRI Units. -
a. An applicant proposing a new non-Specialty stationary
MRI service should project a minimum of at least 2160 MRI
procedures in the first year of service, building to a minimum of
2520 procedures per year by the second year-of.service, and
building to a minimum of 2880 procedures per year by the
third year of service and for every year thereafter.

This proposed pro;ect mcludes an 1MRI which is a special-use MIRI that
that will be used by the applzcant in the neurosurgery operating room.
iMRI is advanced technology in medicine that bridges the specialties of
surgery and radiology.

If approved, the projected utilization of the proposed iMRI unit is
estimated at 166 procedures in Year 1 and 168 procedures in Year 2. The
projected utilization of Methodist’s additional one MRI service will be
substantially below the standard for a new MRI unit during the first
three years of service.

It appears that the applicant will not meet this criterion.
Wil not meet

b. An exception to the standard number of procedures
may occur as new or improved technology and equipment
or new diagnostic applications for MRI units are
developed. An fépplicant, must demonstrate that the
proposed unit offers a unique and necessary technology for
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4
the provision of health care services in the proposed Service
Area.

The applicant uses the iMRI for increased surgical success in brain
tumor surgery, epilepsy surgery, intra-cranial cyst surgery, brain
biopsy, catheter placement and intracranial vascular surgery. As the
inoperative imaging of choice, iMRI affords the possibility of more
accurate and complete resections while decreasing the risk of additional
surgery and complications.

It appears that this criterion has been met.

2. Access to MRI Units. All applicants for any proposed new MRI Unit
should document that the proposed location is accessible to
approximately 75% of the Service Area’s population. Applications that
include non-Tennessee counties in their proposed Service Areas should
provide evidence of the number of existing MRI units that service the
non-Tennessee counties'and the impact on MRI unit utilization in the non-
Tennessee counties, including the specific location of those units located in
the non-Tennessee counties, their utilization rates, and their capacity (if
that data are available). el RN

S The Primary Service Areas (PSA) consists of Shelby County in
Tennessee, DeSoto County in Mississippi, and Crittenden County in
Arkansas. The majority (81 %)..of the PSA population resides in
Shelby County.

It appears that this criterion has been met.

3. Economic Efficiencies. All applicants for any proposed new MRI Unit
should docqment that: alternate shared services and lower cost
technology applications have been investigated and found less
advantageous in terms of accessibility, availability, continuity, cost,
and quality of care.

Alternate services and technologies were investigated but were-not
optimal.

It appears that the applicant meets this criterion.

4. Need Standard for non-Specialty MRI Units.
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A need likely exists for one additional non-Specialty MRI unit in
a Service Area when the combined average utilization of existing
MRI service providers is at or above 80% of the total capacity of
3600 procedures, or 2880 procedures, during the most recent twelve -
month period reflected in the provider medical equipment
report maintained by the HSDA. The total capacity per MRI unit is
based upon the following formula:

Stationary MRI Units: 1.20 procedures per hour x twelve hours
per day x 5 days per week x 50 weeks per year = 3,600 procedures

per year

Mobile MRI Units: Twelve (12) procedures per day x days per
week in operation x 50 weeks per year. For each day of operation
per week, the optim:al efficiency is 480 procedures per year, or 80
percent of the total capacity of 600 procedures per year.

The combined average utilization of existing fixed MRI units in the
primary service area was 2,770 in 2014. St. Jude has 4 units that
averaged 2,094 procedures in 2014 that is used exclusively for
research and treatment for children and other catastrophic diseases.
Excluding St. Jude’s MRI volumes and equipment from the market
calculation, the average for MRI volumes per unit was 2,845 in
2014.

It appears that the applicant will not meet this criterion.

Note to Agency members: Criteria 5 and 6 are not included here since they are
not applicable as they relate to specialty MRI units.

7. Patient Safety and Quality of Care. The applicant shall provide
evidence that any proposed MRI Unit is safe and effective for its
proposed use.

a. The United States Food and Drug Administration (FDA) must
certify tl—\e proposed MRI Unit for clinical use.

The applicant provided documentation the proposed unit is approved by
* the Food and Drug Administration. 5

e n el
It appears that this criterion has been met.
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6
b. The applicant should demonstrate that the proposed MRI
Procedures will be offered in a physical environment that
conforms to applicable federal standards, manufacturer’s
specifications, and licensing agencies’ requirements.

The aﬁplicanit confirmed the additional MRI unit will conform
to all requirements listed above,

It appears that this criterion has been met.

c. The applicant should demonstrate how emergencies within the
MRI Unit facility will be managed in conformity with accepted
medical practice. 2

The applicant provided documentation “how emergencies will be
managed according to accepted medical practice.

It appears that this criterion has been met.

d. The applicant should establish protocols that assure that all
MRI Procedures performed are medically necessary and will
~ not unnecessarily duplicate other services.

The applicant included protocols. to assure MRI procedures are
medically necessary. v

It appears that this criterion has been met.

e. An applicant proposing to acquire any MRI Unit or institute
any MRI service, including Dedicated Breast and Extremity MRI
Units, shall demonstrate that it meets or is prepared to meet the
staffing recommendations and requirements set forth by the
American College of Radiology, including staff education and
training programs. - o oo

The applicant is accredited by the American College of Radiology.
/
It appears that this criterion has been met.

f. All applicants shall commit t6 obtain accreditation from the Joint

. Commission, the American. College of Radiology, or a

comparable accreditation authority for MRI within two years
following operation of the proposed MRI Unit.
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7
The applicant is accredited by the Joint Commission.

It appears that this criterion has been met.

g. All applicants should seek and document emergency transfer
agreements with local area hospitals, as appropriate. An applicant’s
arrangements with its physician medical director must specify that
said physician be an active member of the subject transfer
agreement hospital medical staff.

No transfer agreement will be necessary; the proposed additional MRI will
be located within an existiig tertiary regional referral hospital.

It appears that this criterion has been met.

8. The applicant should ﬁrovidé assuranceé thatit will submit data ina
timely fashion as requested by the HSDA to maintain the HSDA
Equipment Registry. - -

The applicant indicates data will be submitted to the HSDA
Equipment Registry within the expected time frame.

It appears that this criterion has been met.

9. In light of Rule 0720-11.01, which lists the factors concerning need on
which an application may be evaluated, and Principle No. 2 in the State
Health Plan, “Every citizen should have reasonable access to health care,”
the HSDA may decide to give special consideration to an applicant:

a. Who isoffering the service in a medlcally underserved area as
designated by the United States Health Resources and Services

Administration; or
Not applicable.

b. Whois a “safety net hospital” or a “children’s hospital” as defined by the
Bureau of TennCare Essential Access Hospital payment program; or

Not applicable.

¢. Who provides a written commitment of intention to contract with at
least one TennCare MCO and, if providing adult services, to
participate in the Medicare program; or
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Methodist is certified in both Medicare and TennCare/Medicaid and participates
in both programs. Methodist contracts with all TennCare plans offered in the
service area.

1t appears that the applicanf meets this criterion.

d. Who is proposing to use the MRI unit for patients that typically
- require longer preparation and scanning: times (e.g., pediatric, special
needs, sedated, and contrast agent use patients). The applicant shall
provide in its application information supporting the additional time
required per scan and the impact on the need standard.

The applicant proposes to use the additional iMRI for brain tumor surgeries,
epilepsy surgeries, intra<cranial cyst surgeries, brain biopsy, catheter placement
and intracranial vascular surgeries. These types of surgeries typically require
longer preparation and scanning times. ’ :

It appears that the applicant meets this criterion.

MEGAVOLTAGE RADIATION THERAPY SERVICES

~ Standards and Criteria
1. Utilization Standards for MRT Units. =~ R
a. Linear Accelerators not dedicated to performing SRT
and/SBRT procedures: 9 ‘w2
+ i Full capacity of a Linear Accelerator MRT Unif is 8,736
procedures, developed from the following formula: 3.5
treatments per hour, times 48 hours (6 days of operation,
8 hours per day, or 5 days of operation, 9.6 hours per
day), times 52 weeks.

ii. Linear Accelerator Minimum Capacity: 6,000 procedures
per Linear Accelerator MRT Unit annually, except as
otherwise noted herein. _

iii. Linear Accelerator Optimal Capacity: 7,688 procedures
per Linear Accelerator MRT Unit annually, based on a
12% average downtime per MRT unit during normal
business hours annually.

iv. An applicant proposing a new Linear Accelerator
should project a minimum of at least 6000 MRT
procedures in the first year of service in its Service
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Area, building to a minimum of 7,688 procedures per
year by the third year of service and for every year
thereafter. :

The applicant projects 32,920 procedures provided by 5 linear
accelerators in Year One (2019). The five LINAC units
represent 3 units at Methodist University and 2 units at the
West Cancer Center. The applicant will average 6,584
procedures per linear accelerator in Year One.

It appears that the applicant meets this criterion.

2. Need Standards for MRT Units.

a.

For Linear Accelerators not dedicated solely to performing SRT
and/or SBRT procedures, need for a new Linear Accelerator in a
proposed Service Area shall be demonstrated if the average
annual number of Linear Accelerator procedures performed by
existing Linear Accelerators in the proposed Service Area exceeds
6,000.

The combined 2014 average utzlzzatzon of existing LINAC units in
the primary service area was 5,385 per unit on 11 units. St. Jude
has 2 units that averaged 2,262 procedures per unit in 2014 that is

used exclusively for réesearch and treatment for children and other
* catastrophic diseases. Excluding St. Jude’s volumes and equipment

from the market calculation, the average for LINAC volumes per
unit was 6,079 in 2014 on 9 units. =

It appears that the applicant meets this criterion.

3. Access to MRT Units.

a. An MRT unit should be located at a site that allows

b.

reasonable access for residents of the proposed Service Area.

An applicant for any proposed new Linear Accelerator should
documerit that the proposed location of the Linear Accelerator
is within a 45 minute drive time of the majority of the
proposed Service Area's population. L~
More than 90% of the patients currently seeking Methodist LINAC
services originate from the désignated service area.

It appears that the applicant ﬁ_e_etg this criterion.
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Applications that include non-Tennessee counties in their

" proposed Service Areas should provide evidence of the

number of existing MRT units that service the non-
Tennessee counties and the impact on MRT unit utilization
in the non-Tennessee counties, including the specific location
of those units located in the non-Tennessee counties, their
utilization rates, and their capacity (if that data are available).

The only MRT unit in the deszgmzted primary service area located
outside of Tennessee is at Memorial Hospital-DeSoto (DeSoto
County), Mississippi. The LINAC performed 8,399 procedures in
2014 almost 140% of the 6,000 minimum threshold procedure per

‘unit standard.

The only MRT unit located in the secondary service area is at the
Bethesda Cancer Center in Caohoma County, Mississippi. The unit
inCoahoma performed approximately 2,400 procedures per year in
2012-2013. The 2014 volumes were not avazlable

It appears that the applzcant meets this crzterzon

4. FEconomic Effu:lenmes All -applicants for any proposed new MRT

Unit should document that lower cost technology applications
have been investigated and found less advantageous in terms of
accessibility, availability, continuity, cost, and quality of care.

The applicant investigated alternate services and technologies and found no
lower cost alternative that delivers the accuracy and reliability of the
selected LINAC.

It appears that the applicant meets this criterion.

5. Separate Inventories for Linear Accelerators and for other MRT

Units.—A-separate inventory-shall-be maintained-by the HSDA for
Linear Accelerators, for Proton Beam Therapy MRT Units, and, if
data are available, for Linear Accelerators dedicated to SRT and/or
SBRT procedures and-other types of MRT Units.

The applicant states all data requested to maintain the Equipment
Registry will be submitted within the expected time frame.
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It appears that the applicant meets this criterion.

6. Patient Safety and Quality of Care. The applicant shall provide

evidence that any proposed MRT Unit is safe and effective for its
proposed use.

The United States Food and Drug Administration (FDA)
must certify the proposed MRT Unit for clinical use. \

The applicant provided documentation of FDA certification.

It appears that the applicant meets this criterion. |

The applicant, should demonstrate that the proposed MRT
Units shall be housed in a physical environment that

conforms to applicable federal standards, manufacturer's
specifications, and licensing agencies' requirements.

The applicant provided an architect letter in Attachment 8B that
confirms the physical environment will, conform to the above
requzrements

It appears that the applzcant meets this criterion. /

The applicant should demonstrate how emergencies within
the MRT Unit facility will be managed in conformity with

‘accepted medical practice.” Tennessee Open Meetmgs Act

and/or Tennessee Open Reécords Act.

The applicant provided an overview of how emergencies within the
MRT Unit facility will be managed.

It appears that the applicant meets this criterion.

The applicant should:establish protocols that assure that all

MRT Procedures performéd are medically necessary and will
not unnecessarily duplicate other services.

The applicant has provided a system policy outlining the tnedical necessity
guidelines to follow for diagnostic services. - '
It appears that the applicant meets this criterion. \
An applicant proposing to ‘acquire any MRT Unit shall
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demonstrate that it meets the staffing and quality assurance
requirements of the American Society of Therapeutic
Radiation and Oncology (ASTRO), the American College
of Radiology (ACR), the American Cdllege of Radiation
Oncology (ACRO) or a similar accrediting authority such as
the National Cancer institute (CN1). Additionally, all
applicants shall commit to obtain accreditation from
ASTRO, ACR or a comparable accreditation authority for MRT
Services within two years following initiation of the operation
of the proposed MRT Unit.

Methodist Univérsit% Hospital is fully accredited by the American
College of Radiology. Methodist also meets the staffing and quality
assurance requirements. ; . ‘

It appears that the applicant meets this criterion.

f. All'applicants shoiild seek and document emergency transfer
agreements with local area hospitals, ‘as appropriate. An
applicant's arrangements: with-its physician medical director
must specify that said physician be an active member of the

subject transfer agreement hospital medical staff.

The need for a transfer agreement is not applicable; the equipment

will be located on the Methodist University campus. The physician
medical director is an active member of the medical staff.

It appears that the applicant meets this criterion.

9. All applicants should provide evidence of any onsite
simulation and treatmeht’planning services to support the
volumes they project and any impact such services may have
on volumes and treatment times,

The applicant has o dedicated CT stimulator to"s:'uﬁzport LINAC
services.

It appears that the-applicant meets this criterion; - - -

7. The applicant should provide assurances that it will submit data in a
. timely fashion as requested by the HSDA to maintain the HSDA
Equipment Registry.
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The applicant assures that all data requested will be submitted

within the expected time frames.

It appears that the applicant meets this criterion.

In light of Rule 0720-11.0], which lists the factors concerning
need on which an application may be evaluated, and Principle No. 2
in the State Health Plan, "Every citizen should have reasonable access
to health care " the HSDA may decide to give special consideration to
an applicant:

a.

Who is offering the service in a medically underserved area as
designated by the United States Health Resources and Services
Administration;

Not applicable.
Who is a "safety net hospital" or a "children's hospital" as defined

by the Bureau of TennCare Essential Access Hospital payment
program,; or

Not applicable.
Who provides a written commitment of intention to contract

with at least one TennCare MCO and, if providing adult
services, to participate in the Medicare program.

Methodist is certified in both Medicare and TennCare/Medicaid and
participates in both programs. Methodist contracts with all TennCare plans
offered in the service area.

It appears that the applicant meets this criterion.

Staff Summary

The following information is a summary of the original application and all supplemental
responses. Any staff comments or notes, if applicable, will be in bold italics.

Methodist University is the core teaching hospital for the University of
Tennessee Health Science Center. Methodist University Hospital is Methodist Le
Bonheur Healthcare’s tertiary academic medical center located in the center of
the primary service area in downtown Memphis (Shelby), TN.
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The proposed project consists of 421,000 SF of new space and 49,000 SF of

renovated space included in the execution of the master plan for Methodist
University focusing on the relocation/consolidation of acute patient services.
Please refer to the proposed site diagram below.

Source: CN1602-009, Page 8.
The following is a summary of the proposed service and equipment involved

with this project.

Patient Tower-New Construction

* A ten story patient tower will be constructed on top of the existing
emergency department and will include an adjacent ambulatory building.

* The applicant plans to reduce costs and waste through shared risks and
rewards by using a team approach with an agreement between the owner,
contractor, and architect for construction management.

* The facility will be designed as a green building and will reduce operating
costs by using less energy and water.

Renovation
e Renovation includes 49,000 SF of space. The Behavioral Health unit in the
Thomas Building will include 22,000 SF of renovation, the Laboratory in
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the Sherard Building will include 16,500 SF of renovation, and Support
areas in the Thomas Building will include 10,500 SF in renovation.
The older, outdated buildings will be recycled and refurbished for patient
education, resident education, support services, and administrative
functions.

Equipment

A new interoperable MRI (iMRI) for the surgical suite, a replacement
hybrid operating room system, and a third linear accelerator will be
purchased.

The PET and CT in the West Cancer Center will be relocated from the
Methodist operated West Clinic located less than one mile away on Union
Avenue.

Inpatient Hospital Beds

The project will convert twenty-elght medical surgical beds to critical care
beds.

The current 11censed beds (617) will not change as a result of the proposed
project.

Please refer to the Bed Complement Table on page 4 of the apphcanon for
additional information.

Consolidation

Acute beds as well as imaging and surgical services currently housed in
the oldest building on campus will be relocated to the new tower.

Upon completion the new patient tower will house 204 of the 617 licensed
beds, surgery, imaging, and pharmacy services, and feature consolidated,
enhanced clinical centers for excellence of the West Cancer Center and
Methodist University Hospital Transplant Institute.

Current multiple disjointed outpatient services will be consolidated into a
newly constructed ambulatory building that will be located to the south of
the new tower. o

Demolition

The Crews building located at the corner of Union Avenue and Bellevue
Boulevard will be demolished in order to improve circulation around the
campus as well as increase the visibility of the main hospital entrance.

Please refer to Diagram 4 on page 25 Titled “Methodist University

Campus Current Site Access and Circulation” for a map of the current

campus.
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This proposed project is the next phase of the master plan for the campus.
Previous projects in the master plan include the following: :

Methodist University Healthcare, CN1208-041A, approved at th

‘November 14, 2012 Agency meeting to replace the existing ED with a two-

story building containing 92,992 square feet (SF) of newly constructed
space and the renovation of . 6,135 existing SF in the lobby and the
establishment of connections to the main hospital. The ED opened in
September 2014. S
West-Cancer Center-CN1310-043A, approved at the February 26, 2014
Agency meeting for the establishment of a 109,285 square foot
comprehensive cancer center to be operated as outpatient department of
Methodist Healthcare. The proposed project is located on'9.63 acres at
7945 Wolf River Boulevard, Germantown (Shelby County), TN 38138.
The project consolidated four freestanding sites owned by the Methodist
and West clinic.

A detailed overview of the project is provided on pages 6-7 of the application. If
approved, the applicant expects to complete allconstruction: and renovation and
open by January 2019. : ' '

Note to Agency members: The applicant is requesting four yeats to complete

this proposed project.

Ownership. :

Methodist Healthcare-Memphis Hospitals (Methodist) is a not-for-profit
corporation that operates five Shelby County hospitals under a single
license with a combined total of 1,583 licensed beds, of which 1,396 are
presently staffed (source: Section A, Item 9, February 25, 2016
Supplemental Response). | N,

Methodist University Hospital is a wholly-owned subsidiary of a parent
organization, Methodist Healthcare, which is a not-for-préfit corporation
with ownership and operating interests in healthcare facilities in West
Tennessee and North Mississippi.

Facility: Information = : ,
The: following summarizes the construction of the 421,000 SF 10 story “New

Tower

7

" by each floor. _, : ;
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Hospital Floor | Current Unit Type | Number of A3 Proposed Unit Type Number of Beds
Beds (Licensed)
(Licensed)
Thomas 2 M/S Medicine 24 Closed 0
Thomas 6 M/S Neuro 21 M/S Neuro 14
Thomas 7 M/S Surgical 22 Closed 0
Thomas 8 M/S Respiratory 19 M/S Respiratory 19
Thomas 10 M/S Transplant 15 Closed 0
Thomas 11 M/S Renal 18 Closed 0
Thomas 12 None 0 Psych 17
Thomas 13 M/S Medicine 21 Psych 17
East 2 M/S Surgical 14 M/S Surgical 14
East 4 ICU Medicine 8 Closed 0
East 5 M/S 48 Closed 0
East 6 M/S Neuro Stroke 20 M/S Neuro Stroke 20
East7 ICU Transplant 8 Closed 0
East 9 M/S General 20 | M/S General 20
East 10 M/S Transplant 20 Closed 0
Crews 2  M/S Cancer 23 Closed 0
Crews 4 M/S Cancer 10 Closed 0
Crews 4 M/S Cancer 12 Closed 0
Crews 8 Psych 34 Closed 0
Sherard ICU-CV 16 Closed 0
Tower 4 ICU Medicine 16 ICU Medicine 16
Tower 4 ICU Surgical 8 ICU Surgical 8
Tower 4 < ICU Neuro 16 : ICU Neuro 16
Tower 5 M/S Cardiac 48 ° M/S Cardiac 48
Tower 6 M/S Cardiac/Gen 48 M/S Cardiac/Gen 48
Tower 7 M/S Cardiac 46 M/S Cardiac 46
Tower 8 M/S Medicine 48 M/S Medicine 48
Tower 9 M/S Neuro 44 M/S Neuro a4
New Tower 5 none 0 ICU 30
New Tower 6. none 0 ICU 30
New Tower 7 none 0 M/S 36
New Tower 8 none 0 M/S 36
New Tower 9 none 0 36
New Tower 10 none 0 36
Total 617

Source: CN1602-009 Supplemental #1.

Ground Floor

e The ground

1st Floor

floor will house the 13,701 SF radiation oncology department.

e The 1t floor will consist of the remaining West Cancer Center outpatient
services, to include the outpatient clinic, infusion center, and
administrative support spaces.
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* Includes 48,244 SF of total space (23,622 SF for the Oncology Infusion
Center, 23,622 SF for the Oncology Center Clinics, and 1,000 SF for a
dock). '
2rd Floor
* The 2nd floor will consist of 31,007 SF for a transplant outpatient clinic and
4,800 SF to dialysis clinic. -
A dedicated patient drop off will be available, -
3rd Floor ‘ '
e The 3t floor will consist of a 78,266 SF consoli_dated depar’tmer—it which
will include 20 operating rooms with supporting Post Anesthesia Care
Unit (PACU) beds, and prep/recovery beds. '
e A 9,000 SF Pharmacy and 2,000 SF Café will also be located on the 3t
floor.
4t Floor
e The 4% floor will include a 21,000 SF diagnostic imaging department, a
20,000 SF sterile processing department, and 1,183 SF laboratory.
5% Floor , =T v.
e The 5t floor will include a 31,000 SF 30 bed ICU unit for the Transplant
Institute.
6th Floor _ :
e The 6t floor will include a 31,000 SF 30 bed ICU unit for cancer center
‘patients-and other-critical care patients:— — 5 T
7%-10th Floors '
o Each floor will consist of 31,000 SF and contain 36 medical surgical beds.
Roof of the New Tower
* A helipad will be built on the roof of the New Tower.

A letter dated January 17, 2016 from Turner Construction Company, states the
construction project will be designed and built to 2009 International Building+
Codes as well as 2010 AIA Guidelines for Design and Construction of Health
Care Facilities.

Methodist Univefsity Hospital is a 617 bed acute care hoSi):ital. The Joint Annual
Report for 2014 indicates MUH staffed 428 beds of its licensed 617 beds, for
50.8% licensed bed occupancy and 73.2% staffed bed occupancy. S

The following provides the Department of Health’s definition of the two bed
categories pertaining to occupancy information provided in the Joint Annual
Reports: : : '

Licensed Beds - The maximum number of beds authorized by the appropriate state
licensing (certifyying) agency or regulated by a federal agency. This figure is broken down
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into adult and pediatric beds and licensed bassinets (neonatal intensive or intermediate
care bassinels).

Staffed Beds - The total number of adult and pediatric beds set up, staffed and in use at
the end of the reporting period. This number should be less than or equal to the number of
licensed beds.

Need * “
Key highlights of the need for the project are summarized below.

e The campus of Methodist University Hospital needs restructuring, along
with major renovation and modernization.

e Older buildings on campus built between 1950 and 1970 pose serious
challenges for modern standards and technology.

o There is a need to redistribute medical-surgical beds to critical care to
improve patient flow, wait'‘times, and patient outcomes. In the past three
years the applicant’s critical care units have experienced occupancy rates
consistently exceeding 80%.

e Inpatient and outpatient services are interspersed and spread across a
complex of buildings spanning six ‘blocks and approxunately 19 acres
which is the product of decades of incremental expansion.

e The proposed project is needed as part of a revised long term master plan
to improve the consolidation, efficiency, flexibility, and organization of
the campus infrastructure and services.

e The proposed project is needed so that Methodist University Hospital will
continue to provide cutting-edge research and advanced clinical care and
treatment to area patients in the most available state of the art facilities.

Service Area Demographics

Tennessee Primary Service Area
Shelby County is the primary service area of the proposed project. I-Ilghhghts of
the primary service are noted as follows:

e The total population of the Shelby County, Tennessee service area is
estimated at 946,559 residents in calendar year (CY) 2015 mcreasmg by
approximately 2:0% to 966,405 in CY 2020.

o The overall statewide population is projected to grow by 3 7% from 2015
to 2020.

e The Age 65+ population of Shelby County is estimated at 112,613
residents in calendar year (CY) 2015 increasing by approximately 22% to
137,447 in CY 2020. The Age 65+ population statewide is expected to
grow 16.0% during this time period.
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* The Age 65+ population of Shelby County is estimated to be 13.8% of the
total population in 2020. This compares to 17.8% for the state overall.
* The latest 2016 percentage of the Shelby County population enrolled in
the TennCare program is approximately 29%. The statewide enrollment
proportion is 22.4%.. . '

- Tennessee Secondary Service Area
The Secondary service area consists of Tipton, Fayette, Lauderdale, Hardeman,
Haywood, Dyer, and Madison Counties. Highlights of the Tennessee secondary
service are noted as follows: ’

* The total 7 County population is estimated at 302,053 residents in calendar
year (CY) 2015 increasing by approximately 1.2% to 305,593 in CY 2020.

e The latest 2016 percentage of the 'secondary service area population
enrolled in the TennCare program is approximately 26.2%.

Arkansas Secon&ary Service Area

* The Arkansas secondary service area consists of St, Francis, Mississippi,

- Poinsett, Lee, Phillips, Craighead, and Cross Counties,

e The total 7 Arkansas County Secondary service area population is
estimated at 246,929 residents in 2015 increasing by approximately 0.34%

. t0247,761inCY2020. . . . A e

Mississippi Secondary Service Area »~
- The Mississippi secondary service area consists of Marshall, Tunica,
Panola, Tate, and Coahoma Counties. a
e The total 5 Mississippi County secondary service area population is
estimated at 139,277 residents in 2015 decreasing by approximately 1.6%
. to 137,102 in CY 2020. ’
Source: Tennessee Department of Health, Division of Policy, Planning and Assessment, Office of Health
Statistics and Market Expert, Claritas Data. :

Applicant’s Historical and Projected Utilization

The following table summarizes the inpatient utilization of actte hospitals in the
applicant’s Tennessee primary service area (Shelby County).- ‘
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Tennessee Primary Service Area Historical Patient Days
Actual | Actual | Actual % Change

2012 2013 2014 12'-14’
Total Beds 3844 3,844 3,844 N
Staffed Beds 3,030 3,025 3,042 +0.40%
Patient Days 735,241 | 732,580 | 716,500 -2.6%

Staffed Occupancy | 66.5% | 66.3% 64.5%

Licensed Occupancy | 52.4% | 52.2% 51.1%
Source: CN1602-009

e In the proposed project’s Tennessee primary service area, there are 11
adult acute care hospitals with a total of 3,844 licensed beds of which
78.8% were staffed (or 3,042 beds) in 2014.

o The chart above demonstrates patient days in Shelby County decreased
from 735,241 patient days in 2012 to 716,500 in 2014 which calculates to
a decrease of 2.6% collectively.

e Licensed and staffed occupancy remained relat'lvely stable from 2012 to
2014. §

The following table summarizes the utilization of MRI and Radiation Therapy
providers in the applicant’s pnmzﬂ& service area (Shelby County, DeSoto
Counfy, MS and Crittenden Coun )

Provider Summary, Applicant’s TN County Service Area

| Shelby (PSA) 2012 2013 2014 % Change
; _ i Scans Scans Scans 12-14
MRI ,
Shelby County PSA 110,884 | 108,506 | 110,787 -0.01%
Shelby County Scans per Unit 2,918 2,855 2,841 . 74%
_\IShery County w/ o0 HOSP St. 102,147 | 100,201 | 102,410 0.30%
Jude _y
Shelby County w/ o HOSP St. 3,004 2,863 2,926 2.6%
Jude gcans per Unit -
| Linear Accelerator ' .
Shelby (PSA) 63,970 | 51,358 59,231 -7.4%
Shelby County Scans per Unit 5,815 4,669 5,385 -74%
JS_thby County w/o HOSP St. 59,365 | 47,602 54,707 -7.9%
ude -
Shelby County w/o HOSP St. 6,596 5,289 6,079 - -7.8%
Jude Scans per Unit _

Source: CN1602-009, HSDA Equipment Registry

LINAC
e The combined average utilization per unit of ex1st1ng LINAC units
in the primary service area is 5,385 in 2014 on 11units.

e St. Jude has 2 units that average 2,262 procedures per unit in 2014
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that is used exclusively for research and treatment for children
and other catastrophic diseases.

Excluding St. Jude’s volumes and equipment from the market

- calculation, the average for LINAC volumes per unit was 6,079 in

2014 on 9 units.

MRI

The combined average utilization of existing fixed MRI units' in
the primary service area was 2,841 in 2014. ,

St. Jude has 4 units that averaged 2,094 procedures in 2014 that is
used exclusively for research and treatment for children and other
catastrophic diseases. :

Excluding St. jude’s MRI volumes and equipment frorn the market
calculation, the average for MRI volumes per unit.was 2,926 in
2014.

The following are the historical and projected medical/ surglcal critical care, and
psych 1npat1ent days for the apphcant

. Applicant’s Historical and Projected Utilization

Actual | Actual | Actual | Projected: Projected %:
2013 2014 2015 Year 1|Year 2| Change

- e i _|(@019)  [(@020)  |15-19’

Total Patient Days
Medical/Surgical
Patint Days __ St
Critical Care .
Patient Da /S

209,280 | 203,524 | 213,748

223,110

223,139

Psych Patient Days | 9,131 | 8,44F 9 ; 026 | +0.74%
Source: CN1602-009 a3

The applicéﬂt projects total patient days will increase 4.4% from 213,748 in
2015 to 223,139 in Year One (2019).
Critical Care will increase from 23,570 patient days in 2015 to 26,329 days in

2019, an 11.7% increase.
Psych patient days will remain relatively unchanged from 7,950 patient. days
in 2015 to 8,026 patient days in 2019.

The followin % is the applicant’s historical and projected utilization of the

hospital’s

Radiation Therapy and PET services.
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Applicant’s Historical and Projected Utilization

Service 2013 2014 2015 | % Change 2016 Year1 | Year 2
13-15 Projected
PET 2,665 2,730 | 2,283 -1.4% 2,316 2457 | 2,494
MRI 10,524 | 11,130 | 11,100 55% 11,297 | 11,979 | 12,159
Radiation | 21,611 | 24,739 | 28,201 30.4% | 31,021 | 32920 | 33,578
Therapy

Source: CN1602-009

PET services are projected to increase from 2,283 cases in 2015 to 2,457 in
2019 (Year One), a 7.6% increase. ’

MRI procedures are projected to increase from 11,100 in 2015 to 11,979 in
2019, a 7.9%, increase.

Radiation Therapy will increase from 28,201 procedures in 2015 to 32,920
in Year One, a 16.7% increase.

Project Cost
Major costs are:

The largest cost is allocated to construction costs for the new tower and

renovation cost including contingency at approximately $190,395, 000 or
68% of the total project cost. Site preparation is $6,750,000 and

architectural and engineering fees are $11,200,000.
The next largest cost is $50 900, 000 for moveable equipment or 18 2% of
total project cost.

“For other details on Project Cost, see the Project Cost Chart on page 40R of

the application.

The applicant expects the new construction cost to be $366/SF. As

reflected in HSDA records, this falls above the 3td quartile for hospital
construction of $296.52/SF for projects previously approved between 2012
and 2014. s
The constructlon cost are higher than average for the followmg reasons: 1)
escalation costs are built into the project. 2) the new patient tower spans
an active road, 3) the new patient tower will connect to existing facilities at
several locations.

The cost for renovation to 49,000 SF of ex1st1ng hospital space is
approximately $5,457,981 or $111/SF. This falls slightly above the 1t
quartile cost of $110.98/ for projects previously approved between 2012
and 2014. |

I-ﬁstoncal Data Chart

The applicant provided a Historical Data Chart for Methodist University
Hospital in Supplemental 1 showing favorable net operating income
(NOI). in the most recent 3 fiscal year periods. NOI was $5,860,000 or
approximately 0.35% of total gross revenue in FY2014° mcreasmg to
$25,275,000 in FY 2015, or 1.35% of total gross revenue.
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e As noted in the Historical Data Chart for Memphis LeBonheur Healthcare
provided on page 43 of the application, the company reported successive
increases in favorable net operating income in each of the most recent
three fiscal year periods: $307,899,000 for 2013; $1,629,000 for 2014; and
$144,399,000 for 2015. ,

Projected Data Chart

The Projected Data Chart for the hospital reflects $2,301,926,000 in total gross
revenue on 223,139 patient days during the first year of operation increasing by
approximately 5.0% to $2,417,801,000 on 223,110 patient days in Year 2. The
Projected Data Chart reflects the following:

 Net operating income for the applicant will equal ($7,839,000) or -0.34% of
total gross revenue in Year One (2019) increasing by 28.3% to ($5,618,000)
in Year Two (2018).

» Net operating revenue after bad debt charity care, and contractual
adjustments is expected to reach $551,963,000 in Year One and
$569,752,000 in Year Two representmg approximately 24% of total gross
revenue in Year One and 23.6% in Year Two.

» Total operating expenses averages approximately $574,124,500 per year or

-~ 24.6% of total annual gross-revenue-Of this-amount; salaries-and wages
accounts for approximately 26.7% and Other Expenses 32.9%.

e . Gross operating margin is expected to be -0.34% in Year One and -0.23%
in Year Two. _

Charges

The applicant states that there is no change to the existing charge structure as a
result of the project. In Year One of the proposed project, the average charges
are as follows:

. ® The proposed average gross charge per patient day is $10,316 in 2019.
» The average deduction is $7,842/day, producing an average net charge of
$2,474/ day. :

Medicare/TennCare Payor Mix
e The expected payor mix for the Methodist University Hospital in Year 1
includes 49% ($1,109,105,000) for Medicare and 14% ($311,280,000) for
TennCare/Medicaid.
e Methodist Healthcare contracts with all TennCare MCOs in the service
area: United Healthcare (AmeriChoice), BlueCare, and TennCare Select.
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Financing
A February 19, 2016 letter from Chris McLean, Methodist Healthcare’s Senior
Vice President and Chief Financial Officer, confirms that Methodist Healthcare-
Memphis Hospitals, the applicant’s parent company, has sufficient cash reserves
on hand at the corporate level to finance the proposed project.

Methodist Healthcare and Affiliates audited financial statements were provided
with the application under the heading “Combined Financial Statements and
Schedules-Methodist LeBonheur Healthcare and Affiliates”. Review of the
statements for the period ending December 31, 2014 reported $130,129,000 for the
period ending December 31, 2013, an increase from $35,310,000-in cash and cash
equivalents as of 12/31/13. With total current assets of $1,187,084,000 and
current liabilities of $214,376,000 as of 12/31/14, it appears that the current ratio
of the parent company was approximately 5:54 to 1.0. : ;

Note: Current ratio is a measure of liquidity and is the ratio of current assets to
current liabilities which measures the ability of an entity to cover its current
liabilities with its existing current assets. A ratio of 1:1 would be required to
‘have the minimum amount of assets needed to cover current liabilities.

Staffing - - Lot \
The staffing will not change as a result of the proposed project. The proposed
staffing is displayed in the table below. .v

Methodist University Hospital Staffing

Position , Year 1 FTEs
Direct Patient Care 1,836 |
Support Services 395
Administration/ Management 55
TOTAL 2,286

 Source; CN1602-009

Licensure/Accreditation

Methodist is licensed by the Tennessee Department of Health. Methodist is
accredited by The Joint Commission up to thirty-six (36) months beginning April
20, 2013 for the 20 facilities in the Memphis area shown on pages 84 and 85 of the
application. The Joint Commission conducted an unannounced fall survey from
April 15, 2013 through April 19, 2013. A letter dated June 11, 2013 from The Joint
Commission recommends continued Medicare certification effective April 20,
2013.

The applicant has submitted the required information on corporate documentation and
legal interest in the site. Staff will have a copy of these documents available for member
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reference at the meeting. Copies are also available for review at the Health Services and
Development Agency office.

According to the Project Completion Forecast Chart, the applicant plans to
complete the project by February 2020. The applicant is requesting an additional
year to complete the proposed project. Should the Agency vote to approve this
project, the CON would expire in four years. . :

CERTIFICATE OF NEED INFORMATION FOR THE APPLICANT:

There are no other Letters of Intent, pending or denied applications or
outstanding Certificates of Need for this applicant. - : i

Methodist Healthcare-Memplhis Hospitals has . financial interests in this project.
Methodist Healthcare-Memphis Hospitals has no Letters of Intent or pending
applications.

Denied Applications

West Clinic, CN1102-006D, had an application denied at the May 25, 2011
Agency meeting. The application was for the establishment of a single specialty
-ambulatory surgical treatment center (ASTC) limited to radiation therapy for use
by only the physicians and patients of the West Clinic, initiate radidtion therapy
services and acquire a linear accelerator at 100 North Humphreys Blvd.,
Memphis, Tennessee. The éstimated project cost was $8,375,057. Reason for Denial:
The applicant did not establish the need for the additional linear accelerator: thus, the
project did not contribute to the orderly development of healthcare:

Outstanding Certificates of Need

Methodist South Hospital, CN1503-008A, has an outstanding Certificate of
Need that will expire August 1, 2018. The CON was approved at the June 24,
2015 Agency meeting for the following: (a) the construction of a 12,020 square
foot (SF) building addition to the existing 9,902 SF main ED; (b) the construction
of a 704 SF corridor that will connect the new addition to the existing non-acute
fast track area located in the medical office building; and (c) the renovation of the
existing main ED for an expanded total of approximately 22,626 square feet. The
estimated project cost is $8,741,870.00. Project Status: A May 3, 2016 project update
indicates construction is approximately 40% complete. Major site work and structure has
been completed and interior buildout will begin in the next few weeks. The project is still
on time and under budget.
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Methodist Healthcare-Memphis Hospital d/b/a West Cancer Center, CN1311-
043A, has an outstanding Certificate of Need that will expire on April 1, 2017.
The CON was approved at the February 26, 2014 Agency meeting for the
establishment of a 109,285 square foot comprehensive cancer center to be
operated as an outpatient department of Methodist Healthcare. The facility will
be located on 9.63 acres at 7945 Wolf River Boulevard, Germantown (Shelby
County), TN 38138. The project includes the relocation of a linear accelerator,
positron emission tomography/computed tomography (PET/CT), magnetic
resonance imaging (MRI) and -computed tomography (CT) services and
equipment, to replace MRI equipment, to acquire an additional linear accelerator
and to establish ambulatory operating rooms. The estimated total project cost is
$60,554,193.00. Project Status: The review of the April 1, 2016 Annual Project Report
revealed the grand opening of the project was held on November 17, 2015. State
inspections for the final phases of the project were condiicted in March/April of 2016.
The final Project Report is projected to be submitted in July 2016.

Methodist. Healthcare-dba Le Bonheur Children’s Hospital, CN1311-042A, has
a Certificate of Need that will expire on April 1, 2017, The CON was approved at
the February 26, 2014 Agency meeting for the establishment of a pediatric center
and to initiate and acquire magnetic resonance imaging (MRI) and computed
tomography (CT) service.and equipment. The facility will be located at 100
North Humphreys Boulevard, Memphis (Shelby County), TN and will be
operated as an outpatient department of LeBonheur Children’s Hospital. The
estimated projéct cost is $26,798,857. Project Status: An Annual Progress Report
dated April 4, 2016 indicated Phase II of the project began in December 2015 with an
anticipated date of project completion of July 2016. ‘

CERTIFICATE OF NEED INFORMATION FOR OTHER SERVICE AREA
FACILITIES:

There are no other Letters of Intent or denied applications for other entities
proposing this type of service.

Pending . N

CAH Acquisition Company 11, LLC d/b/a Lauderdale Community Hospital
CN1601-004, has a pending project to be heard at the May 25, 2016 Agency
meeting. The application is for the replacement of an existing twenty-five (25) bed
critical access hospital, which includes ten (10) swing beds; and 1.5T mobile magnetic
resonance imaging (MRI) services. The estimated project cost is $20,262,987.00.
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Outstanding Certificates of Need

Baptist Medical Group, CN1503-010A, has a Certificate of Need that will expire
~on September 1, 2017. The project was approved at the June 24, 2015 Agency
meeting for the initiation of magnetic resonance imaging (MRI) services and is,
in effect, a change in ownership and operational management of the existing MRI
service approved in Memphis Rehab Associates, L.P.- d/b/a - Baptist
Rehabilitation-Germantown, CN9812-084A (hospital). Other than the transfer of
operation of the MRI service from the hospital to the applicant medical group,
the project will not change the location of the existing MRI unit, add any new
medical equipment or services requiring CON approval, or change -the
ownership of the land, building or the MRI unit since both the applicant and the
hospital are wholly owned subsidiaries of Baptist Memorial Health Care
Corporation. As confirmed by the applicant, Baptist Rehabilitation-Germantown
will voluntarily surrender CN9812-084A once the MRI service is initiated by
Baptist Medical Group. The estimated project cost is $1,262,000. Project Status: A
project status received on February 2, 2016 indicated the project is’ complete and
operational. A final project report is pending. v 2

St:: Jude Children’s Research Hospital CN1409-040A, has an outstanding
Certificate of Need that will expire on February 2, 2018. It was approved at the
December 17, 2014 Agency meeting for the construction of 54 inpatient acute care
beds on: three shelled floors (floors 3-5) of its Kay Research and Care Center
located at 315 Danny Thomas:Place, Memphis (Shelby County); Tennessee 38105.
Fifty-two. will ‘be replacement beds and 2 will 'be- new licensed beds. The
estimated project cost is $62,500,516. Project status-update: A progress report from a
representative of St. Jude Children’s Research Hospital dated May 6, 2016 notes the
project’s two final phases of construction has focused in the MRI and a CT area. The
MRI area was completed in April 2016 and is awaiting Tennessee Department of Health
clearance. The final CT area will be completed in July 2016, after which it also require
TDH approval. They.estimate having all areas approved and operational in late summer
2016.

St. Jude Children’s Research Hospital, CN1105-017A, has an outstanding
Certificate of Need that will expire on October 1, 2017. It was approved at the
July 27, 2011 Agency meeting to construct-a new medical tower that will include
a replacement Surgical Department and Intensive Care Unit (ICU). In the same
structure, the hospital proposes to establish a proton beam therapy center for
pediatric cancer treatment; to'acquire major medical equipment(proton-beam

therapy equipment ‘and related components), and to initiate -inpatient and
outpatient proton therapy services. It will be located within the St. Jude campus,
next to the Chili’'s Care Center. The estimated project cost is $184,279,326.00.
Project status update: A progress report from a representative of St. Jude Children’s
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Research Hospital dated May 6, 2016 notes the project became operational in November
2015, with one of its three projected vaults open for patient care; the other two will be
completed only when patient volumes require. A final project report is expected to be
filed in July 2016.

Regional One Health Imaging, CN1406-024AM, has an outstanding Certificate
of Need that will expire on November 1, 2016. The project was approved at the
September 24, 2014 Agency meeting for the establishment of an outpatient
diagnostic center (ODC), the acquisition of magnetic resonance imaging (MRI)
equipment and the initiation of MRI services in approximately 5,275 square feet
of leased space on the first floor of an existing medical office building owned by
ROH. The building is located on a 6 acre site at 6555 Quince Road in Mempbhis,
Tennessee, approximately 17 miles southeast of the hospital campus in Memphis.

In addition to MRI, the proposed ODC will provide computed tomography,
mammography, X-Ray/Fluoroscopy, bone density and ultrasound services. The
estimated project cost is $5,345,900.00. Note: At the September 2014 Agency
meeting immediately after receiving approval to establish the ODC, a change of
control from Regional One Health LLC to Shelby County Health Care
Corporation d/b/a Regional One Health was approved so the facility could be
operated as an outpatient department of the hospital in lieu of a free-stranding
ODC. Project Status: The last Annual Progress Report dated November 5, 2015
indicated construction has not started.

PLEASE REFER TO THE REPORT BY THE DEPARTMENT OF HEALTH,
DIVISION OF HEALTH STATISTICS, FOR A DETAILED ANALYSIS OF
THE STATUTORY CRITERIA OF NEED, ECONOMIC FEASIBILITY, AND
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE
IN THE AREA FOR THIS PROJECT. THAT REPORT IS ATTACHED TO
THIS SUMMARY IMMEDIATELY FOLLOWING THE COLOR DIVIDER
PAGE.

PME
(6/09/15)
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LETTER OF INTENT




LETTER OF INTENT I
TENNESSEE HEALTH SERVICES AND DEVELOPMENT AGENCY

The Publication of Intent is to be published in thé Commercial Appeal which is a newspaper of general
circulation in Shelby County, Tennessee, on or before February 10, 2016 for one day.

This is to provide official notice to the Health Services and Development Agency and all interested parties, in
accordance with T.C.A. § 68-11-1601 et seq., and the Rules of the Health Services and Development Agency,
that: Methodist Healthcare-Memphis Hospitals d/b/a Methodist University Hospital (a general hospital), owned
and managed by Methodist Healthcare-Memphis Hospitals (a not for profit corporation), intends to file an
application for a Certificate of Need for new construction and renovation.of 470,000 SF of space at Methodist
University Hospital, located at 1211-1265 Union Avenue, Memphis, TN 38104. The project is the onsite
replacement and modemnization of the campus including the construction of a new patient tower and adjacent
building to consolidate ambulatory services. There is no change to the 617 licensed beds, yet 28 medical-
surgical beds will be converted to critical care beds, and 204 beds will be relocated to the new patient tower.
The project will add an intraoperative ‘MRI (iMRI),: will add :a third Linear Accelerator to existing Linear
Accelerator services, and will relocate PET, CT and infusion equipment and services from 1588 Union Avenue.
The project does not initiate or discontinue any other health service. The estimated project cost is
$280,000,000. i

The anticipated date of filing the application’is on or tiéfd}e'Féb[uéry: 15, 2016. The contact person for this

project is Carol Weidenhoffer, Senior Director of Planning, Research and Development, who may be reached
at: Methodist Healthcare, 1407 Union Avenue, Suite 300, Memphis, TN, 38104, 901-516-0679.

COL/_U‘L‘ \/\}MOALLS?(’L ZI 9 I“P | Carol.Weidenhoffer@mih.org

(Signature) V - (Date) (E-mail Address)

The Letter of Intent must be filed in triplicate and received between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File
this form at the following address: ' ‘

Health Services and Development Agency
Andrew Jackson Building, 9" Floor .
502 Deaderick Street
Nashville, Tennessee 37243

i et e . . e e i S L L R T I T [ S R P S S YR S £ TR S [ T e N T e ot e et o e b b Pt ot st e e B VS 8.8 A B Rt Lt R 1 R 17508 ) e et e e e 450 LAY £ S 1t =

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A) Any health
care institution wishing to oppose a Certificate of Need application must file a written notice with the Health Services and
Development Agency no later than fifteen (15) days before the regularly ‘scheduled Health Services and Development
Agency meeting at which the application is originally scheduled; and (B) Any other person wishing to oppose the
application must file written objection with the Health Services and Development Agency at or prior to the consideration of
the application by the Agency.

e 4 i 8 3 e et S R P ETE Y I P T St Tt et T o e P e P T st et i e et e Pt St 4 it R Mg Bt Sl £ ST Rt L AR Nk M PN B e Tt T i e B 3 s
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HF51 (Revised 01/09/2013 — all forms prior to this date are obsolete)
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Name of Facility, Agency, or Institution

Methodist Healthcare-Memphis Hospitals d/b/a Methodist University Hospi;t_i’l

Name
1211 - 1265 Union Avenue Shelby
Address County
Memphis TN 38104
City State Zip Code
Contact Person Available for Responses to Questions

Corporate Director of Planning,
Carol Weidenhoffer Research and Development
Name Title
Methodist Le Bonheur Healthcare Carol. Weidenhoffer@mlh.org
Company Name E-mail address
1407 Union Avenue, Suite 300 Meniphis ™. Y i3gi04
Street or Route City . __State _ ZipCode

Employee

901:516-0679

._901-516-0621

Association with Owner

Phone Number

Fax Number

Owner of the Facility, Agency or Institution See Attachment A3

Methodist Healthcare — Memphis Hospitals

901-516-0791

Name Phone Number
1211 Union Avenue, Suite 700 _Shelby [
Street or Route County =
Memphis TN 38104

City State Zip Code

Type of Ownership of Control (Check One) See Attachment A:4

A.  Sole Proprietorship

B. Partnership

C.  Limited Partnership

D.  Corporation (For Profit)

E.  Corporation (Not-for-Profit)

{111 &

F.

= EQ

Governmental (State of TN
or Political Subdivision)
Joint Venture

Limited Liability Company _
Other (Specify)

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLI
THE APPLICABLE ITEM NUMBER ON ALL ATTA

2

CATION IN ORDER AND REFERENCE
CHMENTS.




e
g J

Name of Management/Operating Entity (If Applicable)

Not Apnlicable

Name

Street or Route County
City State Zip Code

PUT ALL ATTACHMENTS AT THE END OF THE APPLICATION IN ORDER AND REFERENCE THE
APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Legal Interest in the Site of the Institution See Attachment A:6

A.
B.
C.

Ownership X.
Option to Purchase

Lease of . Years

D. Option to Lease
E. Other (Specify)

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND REFERENCE
THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Type of Institution (Check as appropriate—more than one response may apply)

A.

o m U o

Hospital (Specify) Acute X

Ambulatory Surgical Treatment Center

(ASTC), Multi-Specialty

ASTC, Single Specialty

Home Health Agency

Hospice

Mental Health Hospital

Mental Health Residential Treatment Facility

Mental Retardation Institutional
Habilitation Facility (ICF/MR)

I. Nursing Home

J. Outpatient Diagnostic Center
K. Recuperation Center
L. Rehabilitation Facility
M. Residential Hospice

N. Non-Residential Methadone Facility

0. Birthing Center
P. Other Outpatient Facility

(Specify)

Q. Other Specify

A. New Institution

B.

C.
D.

. Purpose of Review (Check as appropriate—more than one response may apply)

G. Change in Bed Complemént

Replacement/Existing Facility X [Please note the type of change
Modification/Existing Facility X by underlining the appropriate

Initiation of Health Care ' response: Increase, Decrease;.

Service as defined in TCA § Designation, Distribution,

68-11-1607(4) Conversion, Relocation] X
(Specify) H. Change of Location

Discontinuance of OB Services L. Other (Specify)

Acquisition LinAc/iMR1/ -

of Eauipment . Hybrid OR X




|
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|

" " Bed Complement Data

Please indicate current and proposed distribution and certification of facility beds.

Medical

Surgical

Long-Term Care Hospital

Obstetrical

ICU/CCU:

Neonatal

Pediatric

Adult Psychiatric

Geriatric Psychiatric

‘Child/Adolescent Psychiatric

Rehabilitation” B =y |

Nursing Facility (non-Medicaid Certified)

Nursing Facility Level 1-(Medicaid only)
N Nursingf‘acﬂitytevel?(i\?fed'm‘al‘e‘oﬁy)‘

Nursing Facility Level 2 el

(dually certified Medicaid/Medicare) =~~~

ICF/MR 2T A

Adult Chemical;Depeﬁdency |

ZEr Ao rmommoow »

©

g

Swing Beds -

Mental Health Residential Treatment
Residential Hospice . :
TOTAL i

*CON-Beds approved but not yet in service

cH®m

Child and Adolescent Cheiical Dependency

. _3.6

TOTAL
Current Beds Staffed Beds © _ Beds at

Licensed *CON Beds Proposed Completion

511 3 366 -28 483

TPy TPy T0x b 08 100

34 34 34

_617_ 47 0 617

10.

Medicare Provider Number: - 44-0049

Certification Type " Acute Care Facility

11.

Medicaid Provider Number 44-0049

Certification Type Acute Care Facility




12.

13.

If this is a new facility, will certification be sought:f(’r Medicare and/or Medicaid?

The applicant, Methodist Healthcare—-Memphis Hospitals, is a healthcare provider that operates five Shelby
County hospitals under a single license. The system is certified for both Medicare and TennCare/Medicaid; and
the system’s acute care provider numbers cover all five hospitals—including Methodist University Hospital, which
this application addresses.

Identify all TennCare Managed Care Organizations/Behavioral Health Organizations

(MCO’s/BHO’s) operating in the proposed service area. Will this project involve the treatinent of
TennCare participants? If the response to this item is yes, please identify all MCO’s/BHO’s with which the
applicant has contracted or plans to contract. Discuss any out-of-network relahnnshlps in place with
MCO’s/BHO’s in the area.

The Tennessee MCO’s/BHO’s operating in the project service area are United Healthcare offering United
Healthcare Community Plan and Dual Contplete (a Special Needs Plan), Blue Cross Blue Shield offering Blue
Care and TennCare Select, and Wellpoint offering Amerigroup Community Care plan. The service area for this
project also includes counties in North Mississippi and Eastern Arkansas, where Medicaid is available.

All of Methodist Healthcare’s hospitals treat TennCare participants under the system’s TennCare ‘contracts.
Methodist Healthcare—Memphls Hospltals contracts with Utiited Healthcare Blue Cross Blue Shield, Wellpoint,

and Medicaid providers in adjoining States.

NOTE:  Section B is intended to give the applicant an opportunity to describe the project and to discuss the

need that the applicant sees for the project. ‘Section C addresses how the project relates to the
Certificate of Need criteria of Need, Economic Feasibility, and the Contribution to the Orderly
Development of Health Care. Discussions on how the application relates to the criteria should not

gke place in this segtlon unless otherwise specified.




SECTION B: PROJECT DESCRIPTION

38

Please answer all questions on 8 1/2” x 11” white paper, clearly typed and spaced, identified correctly and
in the correct sequence. In answering; please type the question and the response. All exhibits and tables
must be attached to the end of the application in correct sequence identifying the questions(s) to which -
they refer. If a particular question does not apply to your project, indicate “Not Applicable (NA)” after
that question.

L Provide a brief executive summary of the project not to exceed two pages. Topics to be included in the

executive summary are a brief description of proposed services and equipment, ownership structure,
service area, need, existing resources, project cost, funding, financial feasibility and staffing.

Proposed Services and Equipment

This is an onsite replacement and modernization project on the campus: of Methodist University Hospital,
the flagship hospital for Methodist Healthcare — Memphis Hospitals, ~ :
The proposed project consisting of 421,000 square feet (sf) of new space and 49,000 sf of renovated space
is the execution of the master plan for Methodist University focusing on the relocation/consolidation of
acute patient care services.

A ten-story patient tower with an adjacent ambulatory building is proposed to consolidate currently
disjointed clinical services, improve operational efficiencies by centralizing support services, and upgrade
clinical space for high quality, patient-centered care.

All acute care beds as well as imaging and surgical services currently housed in the oldest buildings on
campus will be relocated to the new tower. Upon completion the new patient tower will house 204 of the
617 licensed beds, surgery, imaging, and pharmacy services, and feature consolidated, enhanced clinical
centers of excellence for the West Cancer Center and Methodist University Hospital Transplant Institute.
The project will convert twenty-eight medical-surgical beds to critical care beds. -

Another key element of the project is the consolidation of multiple, currently disjointed outpatient

services info a newly constructed ambulatory building that will be situated to the south of the new tower
for integrated access to the clinical space. 2 :

The older, outdated buildings will be recycled and refurbished for patient education, resident education,
support services, and administrative functions.

Equipment needs for this project include the purchase of a new interoperable MRI (iMRI) for the surgical
suite, a replacement Hybrid operating room system, and a third linear accelerator. The PET and CT in the
West Cancer Center will be relocated from the Methodist operated West Clinic on Union Avenue — less

than one mile away.

- The proposed project also includes the demolition of the Crews building at the corner of Union Avenue

and Bellevue Boulevard which will improve circulation around the campus as well as increase the
visibility of the main hospital entrance.

Methodist plans to use Integrated Project Delivery (IPD) implementation on this project. It is a team
approach with an agreement between the owner, contractor and architect for construction management.
This innovative model reduces costs and waste through shared risks and rewards.

Similar to recent construction project led by Methodist, the facility will be designed as a green building
and upon completion the team will pursue Leadership in Energy and Environmental Design (LEED)
certification by the U.S. Green Building Council. The design proposal seeks to reduce operating costs by
using less energy and water as well as reduce the impacts on the environment.

Ownérship Structure

The applicant, Methodist Healthcare-Memphis Hospitals (Methodist), is a not-for-profit corporation that
operates five Shelby County hospitals under a single license. The applicant is a wholly-owned subsidiary
of a broader parent organization, Methodist Healthcare, which is a not-for-profit corporation with
ownership and operating interests in healthcare facilities in West Tennessee and North Mississippi.
Attachment A:4 contains an organization chart, and information on the facilities owned in whole or in part
by Methodist Healthcare.



Service Area

= The project primary service area includes Shelby, %?yette and Tipton counties in Tennessee, DeSoto
County in Mississippi, and Crittenden County in Arkansas. The secondary service area includes Tipton,
Fayette, Lauderdale, Hardeman, Haywood, Dyer, and Madison Counties in Tennessee, Marshall, Tunica,
Panola, Tate, and Coahoma Counties in Mississippi, and St. Francis, Mississippi, Poinsett; Lee, Phillips,
and Craighead Counties in Arkansas. Please note the quaternary services of the hospital such as
transplant serve a broader area attracting patients from around that nation.

Need

=  As the system’s tertiary academic medical center, Methodist University Hospital, located in the-
downtown medical center, is well positioned to serve the expansive tri-state service area. Through the
partnership with the University of Tennessee Health Science Center, Methodist helps train the next
generation of medical professionals and brings cutting-edge research and treatment to area patients.
Methodist University is committed to education:and advancements in clinical care and as such is a vital
organization to Methodist Healthcare, the downtown medical district and broader tri-state area.

=  Methodist University brings together research, medicine, and innovation to treat incredibly complex
medical cases and advance the practice of medicine. The regional and national growth—and.the
.continuance:of this growth—of associated programs have created more of a need for intensive medical
capacity and state-of-the-art facilities.

= Qver the last three years, the hospital’s critical care units have experienced increasingly hlgh occupancy
rates consistently exceeding 80%. The redistribution of medlcal-surglcal beds to critical care will improve
patient flow, wait times, and patient experience.

=  The current campus is the product of decades of incremental expansmn, with both mpatlent and
outpatient services. interspersed and spread across a complex of buildings spanning six blocks and almost
nineteen acres The campus needs restructuring, along-with major renovation and modernization to meet
twenty-first century standards. The older buildings on the campus — those built 1950-70 — pose serious
challenges for today’s clinical standards and state-of- the art technology. Conditions in the older buildings
are not conducive to Methodist’s trademark patient and family centered care.

*  Methodist completed a comprehensive assessment of the campus infrastructure and updated the master
plan to meet long term vision for the hospital and health system. The physical plant alone warrants the
need for the project. The planning priorities for the project focus on consolidation, efficiency,
organization, improvements/upgrades, flexibility, and recycling an aging infrastructure.

= Methodist believes an investment in the future of Methodist University Hospital required a critical review
of all clinical program priorities, inpatient capacity, outpatient services, support services, and the result is
this plan for campus modernization. ’

Existing Resources

= In the project’s Tennessee primary service area, there are eleven adult acute care hospitals (including
Methodist University) with a total of 3,844 licensed beds of which almost 80% were staffed (or 3,042
beds) in 2014. The average daily census for the market in 2014 was 2,704 (or 70% occupancy). There
were 125,256 inpatient discharges and 716,500 inpatient days during this period.

Project Cost, Funding, Feasibility
= The project cost of $280,000,000 will be funded in cash by the applicant’s parent, Methodist Healthcare.
Methodist Healthcare is, and will remain, financially viable.

Staffing
= The project will not require the addition of FTEs.



IL Provide a detailed narrative of the project by addressing the following items as they relate to the
proposal, 40

A. Describe the construction, modification and/or renovation of the facility (exclusive of major medical
equipment covered by T.C.A. § 68-11-1601 et seq.) including square footage, major operational areas,
room configuration, etc. ‘

1. Overview of the Project _ ’
This is an onsite replacement and modernization project on the campus of Methodist University Hospital,
the flagship hospital for Methodist Healthcare-Memphis Hospitals. Over the nine months, Methodist
completed a comprehensive assessment of the campus infrastructure and updated the Master Plan to meet
the long term vision for the hospital and health system. The proposed project consisting of approximately
421,000 sf of new space and 49,000 sf of renovated space is the execution of the master plan for Methodist
University focusing on the relocation/consolidation of acute patient care services. - : ;

The construction consists of a new ten-story patient tower which will be built on top of existing Emergency
Department;(ED) and span over Eastmoreland Avenue. The base of the new fower across Eastmoreland
extends into an existing parking area and is referred to-in the application as the ambulatory building — given
that it will house many outpatient services. See Diagram 1 below for the site concept.

( DIAGRAM1 -
METHODIST UNIVERSITY CAMPUS
" PROPOSED SITE CONCEPT

=nmmr

The proposed new patient tower will consolidate currently disjointed clinical services, improve operational
efficiencies by centralizing support services, and upgrade clinical space for high quality, patient-centered
care. All acute care beds (medical-surgical and critical care) as well as imaging and surgical services will
relocate from the oldest buildings on campus (East, Service, and Thomas also noted on diagram 1 above) to
the new tower. The older, outdated buildings will be recycled and refurbished for patient education,
resident education, support services, and administrative functions.

Another key feature of the project is the consolidation of multiple outpatient centers spread across the
existing campus. The base of the new tower —or the ambulatory building— on the south side of Eastmoreland
Avenue will serve as the new entrance for imaging, ambulatory surgery, transplant clinic, and cancer clinic
services with integrated access to the new clinical space.

8



The proposed project also includes the demolition of the Crews building at the corner of Union Avenue and
Bellevue which will improve circulation around th§ kampus as well as increase the visibility of the main
hospital entrance. Old cooling towers on Union Avenue between the ex15tmg patlent tower and the East
building are also slated for demolition with this project to open greenspace.

An existing parking garage on Eastmoreland will also be demolished to accommodate new patient tower. A
new larger parking garage (noted in diagram 1 above as new parking) will be constructed for expanded
parking capabilities. The construction of a parking garage does not require Certificate of Need approval and
these costs for demolition of the old garage and construction of the new garage are not included in this
project. :

The project will entail 421 ;000 sf of new space and 49,000 sf of renovated space . The est:mated total project
costs are $280 000, 000

If granted CON approval the new tower and ambulatory building will be constructed and scheduled to open
by January 2019 then renovations to back fill the older, existing buildings with support, administrative, and
educational functions will be complete by May 2020. The PI‘D_]GCl'lOIlS_ in this application use calendar years
2019 and 2020 as the project’s first two full years of operation given the inpatient and outpatient hospital
services will be operational with the construction of the tower and ambulatory building. The applicant is
requestmg four years to complete this project.

. Detailed Description of the Project

Changes in Bed Allocations

Table 1 below shows that the 617 total licensed beds operated by Methodist University will not change.
Methodist plans to convert twenty-eight medical-surgical beds to critical care beds to meet the demands of

the rising acuity and complexity of today’s inpatients.

' TABLE1
‘METHODIST UNIVERSITY HOSPITAL
PROPOSED ACUTE CARE BED CHANGES

Med-Surg | ICU/CCU | Psych Total
Current Complement 511 80 34 617
Proposed Change -28 +28 - -
Proposed Complement 483 100 34 617
Square Footage Changes

The total square footage of the project is as follows; detailed data by department are shown on the Cost and
Square Footage chart shown on pages 14. (The data excludes non-reviewable components of the campus
such as existing medical office buildings and the planned parking garage.)

: Square Feet
Total Square Feet Renovated: 49,000
Total Square Feet New Construction: 421,000
Total Project Square Feet: 470,000 .

Total Square Feet to be Demolished: 129,408 (Crews)

Total Hospital Area, Before the Project: 1,366,697
Plus: New Construction + 421,000
Less: Demolition - 129.408

Total Hospital Area, After the Project: 1,658,289



- DIAGRAM 2
~ “METHODIST UNfVERSITY CAMPUS
PROPOSED STACKING DIAGRAM

STACKING DIAGRAM

Please refer to Diagrams 2 for visual images of the proposed site plan and floor-by-floor summaries below.

Floor-by-Floor Summary of the Project : , i

In the following narrative, “MUH Campus” refers to the existing hospital structure. The two new structures
which will be constructed over the existing ED are the new ten-story tower and the ambulatory building
located to the south of Eastmoreland. To keep it simple, the two new structures will be referred to as the
“New Tower”. Reference is also made to seven main sections of the MUH Campus, i.e., Crews, Tower,
Link, East, Service, Sherard, and Thomas buildings. Floor plans and stacking diagrams are provided for
easy reference, z.

Ground Level of the New Tower

As part of the goal for consolidation of outpatient cancer services, the ground level of the New Tower
(located south of the existing ED. and Eastmoreland) will house the radiation oncology therapy
department. Radiation therapy currently is located in the basement level of the MUH Campus, Thomas
building.

Level One of the New Tower - . S

Level one (also located south of the existing ED and Eastmoreland) will consist of the remaining West
Cancer Center outpatient services, to include the outpatient clinic, infusion center, and administrative
support spaces. A dedicated entrance and patient drop-off for the cancer center will be provided with
access from South Bellevue Boulevard. The existing infusion center is currently located off campus at
the West Cancer Center at 1588 Union Avenue - less than a mile from the MUH Campus - which is and
will be operated as a Methodist Memphis Hospitals hospital-based service.

Level Two of the New Tower

Level two will primarily consist of the consolidation of the Transplant Institute which will include the
transplant outpatient clinic and Center for Advanced Liver Diseases (CALD). Collocated on this floor
will be the dialysis clinic. These functions are currently located on level one of the Sherard building, but
are currently not contiguous. A dedicated entrance and patient drop-off for the Transplant Institute will
be provided with access from South Bellevue Boulevard.

Level Thiee of the New Tower :

Level three will consist of the consolidated surgical department which will include the twenty operating
rooms with supporting Post Anesthesia Care Unit (PACU) beds, and prep/recovery beds. The current
surgical department is located on level three of the East and Service building. Also located on this level
will be a consolidation of inpatient pharmacy services which are relocating from the ground level of
Tower. Finally, a small café will be located on level three to provide additional amenities for
outpatients, families, and visitors.

10



Level Four of the New Tower

Level four will consist of imaging services whiof 3re relocating from the Sherard building. The existing
MRI suite located on the ground-level of the Link building will be included in the relocation to the New
Tower.

Level Five of the New Tower
This inpatient floor will contain 30 ICU beds for the Transplant Institute. Currently, the Transplant ICU
is located on level seven of the East building.

Level Six of the New Tower
This inpatient floor will contain 30 ICU beds for Cancer Center patients and oth_er critical care patients.

Level Seven — Ten of the New Tower
This inpatient floor will contam 36 medical-surgical beds each relocated from East, Sherard, and

Thomas.

Roof of the New Tower
The helipad is currently on the roof of the ED. The new tower will be constructed on top of the existing
ED, so the helipad will be relocated to the roof of the new patient tower.

See Attachments BA:‘I]I_ (A) and B:IV for the Plot Plans and Floor Plans.

. Project Costs aﬁd Funding Sources

Project Costs

The total cost of the project for CON purposes is $280 000,000 which includes construction costs of
$197,145,000 (including $6,750,000 site prep and $18,245,000 contingency costs). The project costs will be
funded by cash contributions from Methodist Healthcare, the parent company of the applicant.

Applicants with hospital projects (construction cost in excess of $5 million) and other facility projects
(construction cost in excess of $2 million) should complete the Square Footage and Cost per Square
Footage Chart. Utilizing the attached Chart, applicants with hospital projects should complete Parts
A.-E. by identifying as applicable nursing units, ancillary areas, and support areas affected by this
project. Provide the location of the unit/service within the existing facility along with current square
footage, where, if any, the unit/service will relocate temporarily during construction and renovation,
and then the location of the unit/service with proposed square footage. The total cost per square foot
should provide a breakout between new construction and renovation cost per square foot. Other
facility projects need only complete Parts B.-E. Please also discuss and justify the cost per square
foot for this project. '

Please also discuss and justify the cost per square foot for this project.

Total construction costs excluding site prep and construction contingency are $172,150,000 (or $366
PSF) with new construction costs of $166,692,019 (or $396 PSF) and renovation costs of $5,457,981
(or $111 PSF). '

The costs of the project are higher than average due to the scope of the project yet reasonable as

compared to similar renovations done throughout Methodist Healthcare over the last few years and on
recently approved CON’s.

11



o TABER2 .
COST PER SQUARE FOOT COMPARISON WITH APPROVED PROJECTS

Date Cost per
CON Name Filed | Square Foot
Methodist South Hospital Mar-15 $ 209
Renovate and Expand Emergency Department
Methodist Memphis Hospital Nov-13 | § 145
Establish West Cancer Center
Le Bonheur Children’s Hospital Nov-13 § 152
Establish Pediatric Outpatient Center
Campbell Clinic Aug-12 $ 244
Surgery Center Construction & Renovation , )
The Regional Medical Center — The Med Aug-12 | § 225
Hospital Construction-& Renovation
Baptist Memorial Women’s Hospital Dec-12 $ 238
ED Construction & Renovation

Total construction costs are also higher when compared to the HSDA construction costs ranges.
Renovation costs for the project are at the first quartile, yet new construction costs are above the third
quartile. Please note that three years of escalation are costs built into the construction estimates given
the project timeline which equate to roughly $50 PSF. Other factors that increase the costs projectlons
for this project are:

e the new patient tower spans an active road

e the new patient tower will connect to existing facilities at several locations

o the site is not a greenfield site yet is an onsite modernization project in a busy campus
See the cost  per square foot comparisons | bclav. — v

TABLE 3
HOSPITAL CONSTRUCTIdN COST PER SQUARE FOOT
YEARS: 2012-2014

Renovated ~ New Total -
Construction Construction _Construction
1st Quartile $110.98/sq ft $224.09/sq ft $156.78/sq ft
Median $192.46/sq ft $259.66/sq ft $227.88/sq ft
3rd Quartile $297.82/sq ft $296.52/sq ft $298.66/sq ft

Source: CON approved applications for years 2012 through 2014 ‘

If the project involves none of the above, describe the development of the proposal.

Not Applicable.

- Identify the number and type of beds increased, decreased, converted, relocated, desngnated and/or
redistributed by this application. Describe the reasons for change in bed allocations and describe the
impact the bed change will have on the existing services. i =

The proposed changes in bed complement at Methodist University Hospital are described in detail in the
Section B.ILA narrative immediately preceding this section. This redistribution from medical-surgical beds
to intensive care beds will not add beds to the hospital or service area; it will not change the license of the
applicant.

Methodist University is the core teaching hospital for University of Tennessee Health Science Center
@ THSC) The hospital’s academic focus offers highly spe01a11zed services for complex diseases, illnesses,
and injuries, develops technology, and carries out research to improve lives. The regional and national

12



outreach of the academic programs is shifting the need for more intensive medical capacity and need for a
state-of-the-art facility. 45

To remedy the Methodist plans to convert twenty-eight medical-surgical beds to critical care beds in the
new patient tower. Over the last three years, the hospital’s intensive care units have experienced
increasingly high occupancy rates consistently exceeding 80%. This redistribution will improve patient
flow, wait times, and patient experience with the addition of intensive care beds. -

METHODIST UNIVERSITY HOSPITAL
CRITICAL CARE OCCUPANCY BY YEAR, 2013-2015

| 2013 2014 2015
ICU Beds 72 72 72
Patient Days 22,212 | 22,797 | 23,570
Average Daily Census 60.9 62.5 64.6
Occupancy Rate 84.5% | 86.7% | 89.7%
METHODIST UNIVERSITY
CRITICAL CARE OCCUPANCY BY MONTH, 2013-2015
Critical Care Occupancy Rates by Month
- 2013-2015
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C. As the applicant, describe your need to provide the following health care services (if applicable to this
application): The applicant is approved for Radiation Therapy/Linear Accelerator, Magnetic Resonance
Imaging(MRI), atid Positron Bmission Tomography (PET) setvices and equipment already. The PET
equipment will be rélocated fo this site, and the Linear Accelerator and iMRI are requiests for additional units
for existing services at this location.

Adult Psychistric Services
Alcohol and Drug Treatment for Adolescents (exceedlng 28 days)
Birthing Center |
Burn Units ' g
Cardiac Catheterization Services .

Child and Adolescent Psychiatric Services
Extracorporeal Lithotripsy

Home Health Services

Hospice Services

Residential Hospice

11. ICF/MR Services

12. Long-term Care Services

13. Magnetic Resonance Imaging (MRI)

14. Mental Health Residential Treatment

15. Neonatal Intensive Care Unit

16. Non-Residential Methadone Treatment Centers
17. Open Heart Surgery ——»—————

18. Positron Emission Tomography

19. Radiation Therapy/Linear Accelerator
20. Rehabilitation Services 2
21. Swing Beds '

VRNANA W=

ey
b

D. Desc'ribe the'need to ‘chanﬁe location. nr replace an existing facility,

See the response to Section C under the responses to the Project-Specific Rev:ew Cntena Construction,
Renovation, Expansxon, and Replacement of Health Care Instrtutlons

E. Describe the acqulsltlon of any item of major medical equipmeiit (as defined by the Agency Rules and
the Statute) which exceeds a cost of $1.5 million; and/or is 2 magnetic resonance imaging (MRI) scanner,
positron emission tomography (PET) scanner, extracorporeal lithotripter and/or linear accelerator by
respondlng to the following

lerat iMRI,an,;_iﬂybﬂd Operating {OR) 5 p purchiages are fixed rifs
there '..#ﬁbﬁiﬁwmnotapphéﬂble( Th&fifbﬂd@ﬂ ystémn is a replacemei gequipment. Neither
#1 nor #2 is applicable-for the PET since the unit is bemg relocated and is not a new purchaSe '

1. - For fixed-site major medical equipment (not replacing existing equipment):
a. Describe the new equipment, Includlng'

1. Tntalcost' As deﬁned by Apency Rul _ . . it _

| Equipment Type - . Equipment ~ Maintenance |  Total Cost

- SIS | (4years) |
IMRI | $ 3959767 $ 705,180 $ 4,664,947
[Tinear Accelerator | ¥ 2636000 5 760,581  § 3,396,581 |
| Hybrid Operating Room | $ 1,972,443 $ 375, 300 T $2,347,143 |




b.

Provide current and proposed schedules of operations.

LINAC 7:30a - 4:30p Monday-Friday |

it £ v.raiolo grmfe. o i/ imifes ofin Yoe=bedyihi
241 Ao Bl S50 2L BIGIEN Y FREE

- Documentation of FDA approval.
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. Expected useful life of all major movesble equipment is 7 years

List of clinical.applications to be provided;

LINEAR ACCELERATOR * '

“A linear accelerator (LINAC) is latest in radiation technology used for exfernal beam
rdiation treafiiiigits for patients with cancer. The linear accelerator is used to treat all
parts/organs of the body. It delivers high-energy x-rays to the region of'the patient's tumor.
These x-ray treatments can be designed in such a way that they destroy the cancer cells while
sparing the surrounding normal tissue. The LINAC is used to treat all body sites, using
conventional hntensity-Modulated Radiation Therap KT), Image Guided

The equipment is optimized for both radiotherapy and radiosurgery and can treat cancers
almost anywhere in the body, including lung, breast, abdomen and head and neck cancers.
“Magnetic resonance imaging (MRY) is a noninvasive medical test that physicians use to
diagnose and treat medical conditions. MRI uses a powerful magretic field, radio frequency
pulses and a computer to produce detailed pictures of organs, soft tissues, bone and virtually
all other internal body structures. MRI does not use ionizing radiation (x-rays). Detailed MR
images allow physicians to evaluate various parts of the body and determine, the presence of
certain diseases. The images can then be examined on a computer monitor, transmitted
elecironicaily, printed or copied to a CD." L e

An intraoperative magnetic resonance imaging (iMRI) unit is used in the neurosurgery
operating room. This equipment will be used to assist neurosurgeons in epilepsy surgeries
and the resection of brain tumors, Without this technology, MRI testing must be done in the
hospital's radiology department post-operatively. This delayed imaging could identify the
further need for surgery and the patient will have to undergo a subsequent surgery. iMRI is
bridges the specialties of surgery and radiology. With this technology, the precision and
success of surgical treatment increase. :

HYBRID OR SYSTEM s 5. :

“A hybrid operating room is an OR equipped with a large fixed imaging system that supports
high-quality interventional imaging and complex open and minimally invasive surgeries. A
revolutionary alternative to conventional operating rooms, the hybrid OR allows physicians to
perform procedures using real-time image guidance, and to assess effectiveriess and manage:
perioperative complications, all in a single encounter.” - source: ECRI Institute

Hybrid operating rooms are currently used mainly in cardiac, vascular and neuro-surgery, but
could be suitable for a number of other surgical disciplines. QL B w

~ Please see Attachmel;_lgBilI (E)@) FDA approvals’

/

iMRI and Hybrid OR system same as perioperative suite 7:00a — 5:00 p Monday-Friday
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2. For mobile major medical equipment: Not Applicable

a. List all sites that will be served;

b. Provide current and/or proposed schedule of operations; i
c. Provide the lease or contract cost. |
d. Provide the fair market value of the equipment; and

e List the owner for the equipment. . -

3. Indicate applicant’s legal interest in equipment (i.e., purchase, lease, etc.) In the.case of equipment
purchase include a quote and/or proposal from an equipment vendor, or in the case of an equipment
lease provide a draft lease or contract that at least includes the term of the lease ‘and the anticipated

lease payments.

Methodist proposes to purchase all major moveable equipment included in this prOJect. See Attachment
B:II (E)(3) for the quotes from the vendors. o

IIL. (A) Attach a copy of the plot plan of the site on an 8 1/2” x 11” sheet of white paper which must
include:

See Attachment B:IIT (A) for the plot plan.

1. Size of site (in acres);

2. Location of structure on the site; and

3. Location of the proposed construction.

4, Names of streets, roads or highway that cross or border the site.

Please note that the drawings do not need to be drawn to scale. Plot plans are required for all projects.

(B) Describe the relationship of the site to public transportation routes, if any, and to any highway or
major road developments in the area. Describe the accessibility of the proposed site to
patients/clients.

Methodist University Hospltal is in the heart of the Memphis Medical Center. The hospital campus is
located on Union Avenue, in downtown Memphis, within a few blocks of the Union Avenue exit from
Interstate-240 (I-240) which makes it easily accessible for area patients via automobile and ambulance.
Union Avenue runs east-west from the Mississippi River (in downtown Memphis) to Houston-Levee
Road in Germantown, Tennessee (changing names to Walnut Grove as it runs through the city). 1-240
loops around the city of Memphis with major junctions at I-40 (east-west highway that traverses the state
of Tennessee and locally connects Arkansas and Tennessee), I-55 (north-south highway locally
connecting Tennessee to Mississippi, northern Arkansas and Missouri), and State Route 385 (loops
through East Memphis suburbs) as well as several US Highways including US-64/US-70/US-79, US-78

and US-72.

The Memphis Area Transit Authority (MATA) services this area with Route 34, which lists Methodist
University Hospital as a major stop on the route. Please see Attachment B: III (B) for a copy of this
public transportation route.
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-
IV. Attach a floor plan drawing for the facility which includes legible labeling of patient care rooms (noting
private or semi-private), ancillary areas, equipment areas, etc. on an 8 1/2” x 11” sheet of white paper.
NOTE: DO NOT SUBMIT BLUEPRIN . Simple line drawings should be submitted and need not be
drawn to scale,
See Attachment B:IV. for the floor plans.

V. For a Home Health Agency or Hospice, identify: Not applicable.

1. Existing service area by County;

2. Proposed service are# by Coi:_qty;

3. A parent or primary service provider;
4. E;isting.pmnghes,; and

5. Proposed branches.
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In accordance with Tennessee Code Annotated § 68-11-1609(b), “no Certificate of Need shall be granted
unless the action proposed in the applwatlon for such Certificate is necessary to provide needed health care
in the area to be served, can be economically accomplished and maintained, and will contribute to the
orderly development of health care.” The three (3) criteria are further defined in Agency Rule 0720-4-.01.
Further standards for guidance are provided in the state health plan (Guidelines for Growth), developed
pursuant to Tennessee Code Annotated §68-11-1625.

The following questions are listed according to the three (3) criteria: (I) Need, (II) Economic Feasibility,
and (1) Contribution to the Orderly Development of Health Care. Please respond to each question and

pronde underlymg assumptmns, data snurcas, and methodologies when appropriate. Please fype ench
 amd ®whife paper. All exhibits and tables must be attached to the end

oi’ the appllcatmn in correct sequence 1den g the question(s) to which they refer. If a question does not
apply to your project, indicate “Not Applicable,(NA).”

QUESTIONS

NEED

1. Describe the relationship of this proposal toward the implementation of the State Health Plan and
Tennusee’s Health. Guidelines for Gi

The apphca.nt’s mission embodies the spirit of the Gludelmes for Growth and the Five Prmclples to Achieve
Better Health as outlined in the State Health Plan. Methodist Le Bonheur Healthcare’s mission is to partner
with its medical staffs and collaborate with:its patients and families to be the leader in high quality; cost
effective healthcare in all sectors of its service area. Its geographical distribution makes Methodist Healthcare
the area provider with the largest number of entry points, and the most socio-economically diverse patient
population. - This: prcuect complles with- the mission aqd the tenants.- of the State Health Plan and Guldelmes for

Growth.

The purpose of the State Health Plan is to inqrmvé the health of Tennesseans.
Every person’s health is the result of the interaction of individual behaviors, society, the
environment, economic factors, and our genetic endowment. The State Health Plan serves to
facilitate the collaboration of organizations and their ideas to help address health at these many
levels.

This pro_lect will reshape Methodist: Umversxty in a manner that contributes to the Health lees pnnc1ple
by improving both access to health services and the quality of health services. A key component of this is
that Methodist University will be better positioned to start care coordination further upstream in the care
continuum, which will go a long ways toward combating the effects of the determinants of health
described by the Healthy Lives Principle.

Access to Care:
Every citizen should have reasonable access to health care.

Many elements impact one’s access to health care, inclading existing health status, employment,
income, geography, and culture. The State Health Plan can provide standards for reasonable access,
offer policy direction to improve access, and serve a coordinating role to expand héalth care access.

‘Methodist Healthcare has strategically placed and maintained hospitals and ambulatory facilities in all
quadrants of Shelby County as part of its mission. University Hospital remained committed to the inner
city and mission markets even as competitors and other healthcare resources followed the population shift
to the east. The hospital is centrally located in the downtown Memphis Medical Center making it easily
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accessible patients and families in the tristate area. In keeping with the mission, access to healthcare
services is not restricted by existing health status, employment, income, geography, or culture.

Barriers to accessing health services lead to unmet health needs, delays in receiving appropriate care, an
inability to get preventive services, and preventable hospitalizations. The project will remove physical
barriers, enhance aesthetic elements, and promote operational efficiencies to greatly improve patients’
access to high-quality and patient-centered tertiary and ambulatory services.

The state's health care resources should be developed to address. the needs of Tennesseans while
encouraging competitive markets, economic. fficiencies and the continued development of the state's

health ::i:re system. ;
The State Health Plan should work to identify opportunities to improve the efficiency of the state’s
health care system and to encourage innovation and competition. :

The newly designed campus will improve access to and the efficiency of health care services offered by
Methodist University. Improved access to ambulatory services, particularly preventive services, will allow
patients to enter the care continuum further upstream, at a more cost-effective and efficient point of care.
From a health system perspective, the campus will be designed in a way that supports evidence-based
practices and minimized unnecessary variation. ;

Every citizen should have confidence that the quality of health care is continually monitored and
standards are.adhered to by health care providers. ‘

Health care providers are held to certain professional standards by the state’s licensure system.
Many health care stakeholders_are working to_improve heir: quality-of care-through adoption of
best practices and data-driven evaluation. - .

Patient safety and quality are central areas of focus in Methodist hospitals. . The framework for Methodist
Healthcare’s approach to systematic quality improvement includes the following dimensions: safe, timely,
effective, efficient, equitable, patient-centered, accessible and sustainable. The current design of the
Methodist University campus poses certain challenges. This project will improve upon all of the above-
mentioned dimensions. The clinical staff will have more opportunity for collaboration across modalities
and with physicians for improved quality care. The more efficient flow in the proposed facility has fewer
touch points, facilitates improved communication and consolidates work zones for more efficient and
timely care. ) L

Methodist has adopted a patient and family centered culture. Associates are encouraged to truly partner
with patients and families, not only to involve them in decisions about care, but also gain the benefit of
their insights to better plan and deliver care: The core principles for culture are respect and dignity,
information sharing, participation and collaboration. The improved hospital design coupled with
employment of these. principles, patients ‘¢an schieve better outcomes, and the hospital-can improve the
care for patients Vgt L5 - '

The state should support the development, recruitment, and retention of a sufficient and quality health
care worlkjforce, : !

The state should consider developing a comprehensive approach to emsure the existence of a
sufficient, qualified health care workforce, taking into account issues regarding the mumber of
providers at all levels and in all specialty and focus areas, the number of professionals in teaching
positions, the capacity of medical, nursing, allied health and other educational institutions, state and

federal laws and regulations impacting capacity programs, and funding,

19



o

53

Methodist University Hospital is the largest, most comprehensive hospital in the Methodist Healthcare
system. It is a 617-bed facility located in the heart of the Memphis Medical Center. -

As the major academic campus and principal teaching hospital of the UTHSC, it brings together research, .
medicine and innovation. This partnership supports multidisciplinary collaboration among doctors and \
clinical team members, Jeading to more advanced medical care for our patients.

Methodist University currently houses the latest technologies for diagnosis and treatment, including
several centers that are unique in the Mid-South: - Brain and Spine Instituté, Transplant Institute, Head and
Neck Surgery Center, Cardiovascular Institute, cancer services (in partnership with West Cancer Center),
¢ Methodist University Radiation Oncology Center, and thoracic surgery. All of which allow for an
expansion of providers at many ‘levels and with many specialties, people in teaching positions, and creates
capacity for medical, nursing, allied health, and educational institutions. This project will also leverage the
. academic affiliation and support the developmnt, recruitment, and retention of a quality workforce.

a. Please provide a reuponse to each criterion and standard in Certificate of Need Categones that are
_applicable to the proposed project Do not prcmde responses to General Criteria and Standards

. (pages 6-9) Imre.

nf Healtln Care Instltntmns
1. An"y project that includes the addition of beds, services, or medical equipment will be reviewed
under the standards for those specific activities.

Not applicable; no beds or services are being added to the applicant’s licensed organization. The
linear accelerator for this project is additional equlpment for the existing Radiation Therapy program
that has two linear accelerators currently The iMRI is additional equipment for existing imaging
program. The Hybnd OR system is a replacement for an- ex1stmg unit. The PET for this project is the
relocation of services and those criteria are included.

2. For relocation or replacement ot‘ an existing licensed,healthcare institution:
Not applicable. This project is not a full replacement.or relocation proj.ect

"a. The applicant should provide plans, which include costs for both renovation and
nelocatlon, demonstratmg the strengths and weaknesses of each afternative. '

b. The applicant should- demonstrate that there is acceptable existing and projected future
. demand for the proposed project. .

‘3. For renovation or expansions of an existing lieensed healthcare institution: :

a. The applicant should demonstrate that there is an acceptable existing demand for the
propesed project.

b. The applicant should demonstrate that the exlsting physical plant's condition -
warrants major renovation or expanslon.

The applicant is presenting the detalled justification for this onsite replaccment and modernization project in
this section of the application. . Both a. and b. above are responded to in the narrative and exhibits beginning

below.
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DEMAND FOR THE PROJECT

Methodist Le Bonheur Healthcare is an integrated, not-for-profit healthcare system based in Memphis,
Tennessee, with locations and partners across the Mid-South. Methodist is one of Tennessee’s largest
healthcare providers, serving populations of diverse socio-economic status across a broad geographic service
area spanning West Tennessee, North Mississippi, and Fast Arkansas. Methodist Healthcare’s primary acute
care organization, Methodist Healthcare-Memphis Hospitals, is the applicant for this CON. Methodist
Healthcare-Memphis Hospital owns and operates five Shelby County hospitals under a single general hospital
license. The largest of the facilities, Methodist University Hospital, is the focus of this application.

As the system’s tertiary academic medical center, DTS
Methodist University Hospital, located in the - - T
downtown medical center, is well positioned to
serve the expansive tri-state service area. Through
the partnership with the University of Tennessee
Health Science Center, Methodist helps train the -
next generation of medical professionals and brings
cutting-edge research and treatment to area
patients. Methodist University is committed to . -
education and advancements in clinical care and as
such is a vital organization to the downtown
medical district and broader tri-state area.

Methodist remained loyal to the inner city and mission markets even as competitors and other healthcare
resources-followed the population-shift to-the east.. With:this project; Methodist-affirms an-unwavering vision
for the downtown market with plans to invest over $280 million dollars in the health and well-being of all
Memphians and surrounding counties.
As noted previously in the application, this proposal is an onsite replacement and modernization project of the
campus of Methodist University Hospital. Methodist University was chartered by the Methodist Church in
1924 to provide high-quality, affordable healthicare in accordance with the church’s mission and principles.
The original 125-bed building was a single four-story structure located on this Union Avenue site. In the first
year, the hospital treated a little over 3,100 patients. L. 8 ’

More than 90 years later, Methodist University treats over 18,000 inpatients and 70,000 -emergency patients
annually. The campus grew with the population and healthcare demands of the inner city and surrounding
region to 617 beds, twenty operating rooms, and fifty-six emergency room beds/bays. The current campus is
expansive with both inpatient and outpatient services interspersed and spread across a complex of buildings
spanning six blocks and almost nineteen acres. Expansion occurred over decades and the older buildings on
the campus — those built 1950-70 — pose serious challenges for today’s clinical standards and state-of-the art
technology. Conditions in the older buildings are not conducive to Methodist’s trademark patient and family
centered care. While outdated and not optimal for patient-direct clinical services and beds, the older buildings
are better suited for the relocation of growing education, support, and academic functions.

Each addition and plan for growth for the Methodist University campus has been intentional, strategic, and
well designed. However, healthcare delivery has changed so much since Methodist University was
constructed that significant changes are now necessary. For the last decade, new technologies, care delivery
methods, and payment models have shifted inpatient volumes to ambulatory settings. Financial pressures
focusing on population health and reductions in readmissions and avoidable admissions are incentivizing
providers to engage patients earlier with more accessible and coordinated care options. At the samie time, ‘the
baby boomers are aging, chronic disease is more prevalent, and patients seen in hospital emergency rooms and
inpatient seftings are sicker requiring more complex treatment plans and high acuity centers of excellence such
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as transplant, cancer, neurology and cardiovascular. The campus needs major renovation and modernization to
meet twenty-first century standards. Over the last nine months, Methodist completed a comprehensive
assessment of the campus infrastructure and updated the master plan to meet long term vision for the hospital
and health system

The planning pnontles for the assessment are outlined below and details on findings and solutions follow as

justification for this project:

»  Consolidate currently disjointed clinical services to support institute goals and operational efficiencies -

Transplant, Cancer, Neurosciences, and Cardiovascular services

Improve ability for support services to efficiently service clinical areas

Improve provision of outpatient services to support patient convenience and efficiency

Enhance campus organization with better defined zoning, access points, and wayﬁnd.lng

Provide space to accommodate additional capaclty and to support changing care models - shift to

outpatient status and higher a}sulty inpatients

»  Upgrade facilities to support high quahty care, patlent experience, ongoing physxcnan recruitment, and
medical education

»  Provide ﬂexibllxty to accommodate a rapldly changmg health care environment

»  Recycle aging infrastructure

v W v v

Consolidate disjointed clinical ,servfces and improve qﬁ'icie_ncy of support services

As the system’s tertiary referral center, Methodist University is a leader in spécialized medicine for complex
diseases, illnesses and injuries. Methodist University has one of the largest neurosciences programs in the
country, has a regionally active cardiovascular center, is the region’s comprehensive leader in adult cancer care
through its partnership with West Cancer Center, and is home to the nationally recognized Methodist
University Transplant Institute. These blue chip services are fragmented and spread throughout the oldest
buildings.on campus including Thomas wing which was built.in 1966 and the Service aid East wings which
were built in 1958. ' . :

The fmgmented clinical services hmder access to care,. compllcate patlent navigation, and detract from a multi-
disciplinary care approach This project will consolidate disjointed transplant and oncology clinical services
adjacent to imaging, lab, pharmacy, surgical, and inpatient units. Methodist believes an investment in the
future of Methodist Umvers1ty Hospital requ1red a critical review of all clinical program priorities, inpatient
capaclty, outpatient services, support services, and a:look at the entire campus organization. ;

I)'ansplam‘

The Umvers1ty of Tennessee (UT) has a long, rich history of sohd organ transplantau(m It has been forty
years since the first kidney transplant was performed in Tennessee. UT became only the third Transplant
program in the United States to perform a liver transplant in 1982. The:UT program partnered with
Methodist LeBonheur Healthcare in 2004 and formed the Methodist University Hospital Transplant
Institute (MUHTI). More than 1,000 liver transplan!s and 1,000 kidney transplants have been performed at
MUHTI and Le Bonheur Children’s Hospital since 2006. MUHTI serves the Inghest percentage of
minority patients in the country and has the only pediatric liver transplant program in the underserved Mid-

South (TN, AR, and MS).

The experience of receiving a transplanted organ is unlike any other patient experience. Patients and their
loved ones come to the Institute stressed and anxious. They are embarking on a lifelong journey with the
transplant care team. From pre-transplant testing through the wait for an organ and then to life changing
transplant surgery, the Institute serves as a home away from home. As patients return again and again for
post-transplant medical, social, psychological and spiritual support, the importance of a comprehensive
care center as a home becomes even more critical. That’s why we are committed to completely re-thinking
and re-doing the clinical space and campus that are the setting for this journey.
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The Methodist University Hospital Transplant Institute is renowned worldwide with the most experience
in steroid-free liver transplantation in the world. The Institute ranks among the top 10 liver transplant
programs, the top 15 overall transplant programs in the nation, and has performed over 6,000 transplants.
The care we provide our transplant patients is extraordinary, but the facility where those patients receive
care is not. This shortcoming is particularly significant for transplant patients and their families who must
visit repeatedly for pre-transplant testing, the transplant surgery itself, and lifelong post-surgical care. This
enduring connection to the Transplant Institute makes it imperative that the facility be pat:ent—and—famlly
centered, focused in a warm and inviting space with integrated inpatient and outpatient service offerings in
a single building.

Cancer '

Over the last decade, the cancer care landscape has changed dramatically, with new advances and

treatments, changes in reimbursement, and the continued threat of regulatory driven health care reform.

These threats are occurring while the same provnder community is facing a significant pmjected increase in

the number of cancer patients due to an ever-aging population. This anticipated increase in cancer patients

could cripple the current cancer delivery system. Methodist recently adopted a collaborative, integrated
multxdxscnplmary strategy in the east market to resolve fragmentation. The West Cancer Center opened in

November 2015 is exceeding expectations. Yet, a significant portion of cancer care delivery in the

downtown market is still fragmented. Chemotherapeutic lnfum(m, radiation oncology, cancer specific

surgery, interventional radiology, and medical oncology services are still delivered in different locations :
with weak coordination of efforts and collaboration. This pro_]ect wxll rephcate the same- mtegrated i
approach ‘on the Me:thodlst Umverslty Campus '

Cancer prov1ders that clearly and efﬁclently develop and operatlonaiwe thlS approach will create higher
standards:of care, complex treatment options, better research opportunities and ‘access to multi-phase
clinical trials. This type of care program will increase patient’s, Imowledge and care expectations'by
experiencing a system designed to reduce or eliminate disparate experiences of care. Many studies show
that fragmented care delivery, i.e. patients treated by multiple providers at multiple locations, will not be
able to prov:de an enhanced quality of care with the expected changes in reimbursement and the expected
increase in patient volume

From a planning perspectlve, a multidisciplinary cancer program is a complex and difficult challenge that' -
calls for a strategic and collaborative approach. The Advisory Board Oncology Roundtable’s 2007 Patient
Experience Survey discovered that patients point to a multidisciplinary approach to cancer care as “the
most valued service.” Methodist’s response to the challenge was in collaboration with The West Clinic and
the UTHSC. In 2011, the West-Clini¢ combined forces with Methodist and the UTHSC to transform
cancer care in the Mid-South. The strengths and cultures of all three organizations are. leveraged in the
development of a fully mtegrated cancer program which will expand collaborative efforts in cancer
research and education with a vision toward personalized precision cancer care. -

Oncologists have always played the key role in cancer care, and no matter what, the success of a
multldmmplmmy program depends on the skills and competencies of the supporting care team. The West
Clinic is the region’s premier provider of cancer care and is a nationally-recognized leader in cancer
research. Over the past thirty-three years West Clinic has built an expert team dedicated to excellence and
compassionate care, The West Clinic cum:ntly has over thirty physicians in mult:dlsclplinmy specialties
and multiple locations in Tennessee, Mississippi and Arkansas providing services to include medical
oncology/hematology, gynecologic oncology, blood cell transplants, breast surgery, dxagnostlc and
interventional radiology, metabolic bone disease/endocrinology, clinical psychology, pain and palliative
care, radiation oncology, comprehensive breast center, nutritional counseling, ACORN research and the
WINGS Cancer Foundation. The multi-disciplinary team includes pharmacists, nurses, clinical
technicians, social workers and patient care coordinators/navigators. The full care team is committed to
workmg collaboratively to ensure a seamléss treatment program.

23



57

The specific mission of the applicant with regard to cancer is to develop an integrated comprehensive
cancer care program will reduce the disparity between national cancer mortality rates and thoge of Shelby
County. Such a program will allow for Methodist to prepare for the anticipated increase in cancer as the
population ages. There are double digit growth rates for the Methodist service area in the next decade.

Methodist University Hospital’s focus areas must not only include transplant and cancer but also neurosciences
and cardiovascular services, in addition to being the primary community provider in the geography. Methodist !
University’s presence in high priority programs will require improving adjacencies and addressing inadequate
and inefficient space and equipment, both on the inpatient and outpatient side. ]

Improve outpatient services and enhance campus organization ;'
As the outpatient market has grown with advances in technology, the move towards population health, and the '
industry shift from volume to value, hospital leaders have responded by expanding ambulatory services.
Outpatient programs are a way to expand traditional areas of expertise and prevent costlier illnesses and
complications later. There are currently over twenty outpatient access points on the Methodist University
campus. With this project, the system will reorganize and streamline the ambulatory care delivery process.
As noted in Diagram 3 below, outpatient services (red dots) are currently scattered across.the campus with
multiple access points which makes wayfinding, parking, and movement around the hospital a challenge.
Diagram 4 shows the multiple access points on all sides of the campus; complex circulation patterns with
access off all major roadways surrounding the campus, and the lack of clear separation of patient/visitor, staff,
and material flows.

DIAGRAM3
' METHODIST UNIVERSITY CAMPUS
CURRENT STACKING DIAGRAM

FEFAIERTARRE R
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DIAGRAM 4
METHODIST UNIVERSITY CAMPUS
CURRENT SITE ACCESS AND CIRC
NS | K

The new ambulatory building will co-locate high traffic outpatient services such as imaging, ambulatory
surgery, infusion, dialysis, and clinic space for transpiant and oncology in a single building. The new
construction provides a more accessible, concentrated presentation of outpatient services. The project will
enhance campus organization with better defined zoning, access points, and wayfinding. The new ambulatory
building will have direct access to parking and separate inpatient and outpatient flows with a new flexible
design to accommodate a rapidly changing health care environment.

Upgrade facilities and provide space to support changing care models :

Methodist is committed to creating an environment that values the individual differences and unique
contributions of everyone touched by the organization. Rooted in the fact that no one knows patients better
than their family and friends, Methodist encourages family participation in care:and planning, The system’s
Family Partner Council is now a volunteerteam of mote than 150 former patients ancl-—paﬁgivers that act as an
advisory group and provide insightsito help transform care delivery. While Methodist is known for embracing
these concepts, the improvement of patient experience is endorsed by the Centers of Medicare ‘and Medicaid
Services (CMS). In 2015, CMS'tied 1.5% of Medicare reimbursement to the Hospital Consumer Assessment
of Healthcare Providers and Systems (HCAHPS) survey. The HCAHPS scoring is based on eight key issues:
nurse and doctor communication, quietness, information about medications, discharge information, cleanliness,
responsiveness, pain management, and transitions in care. On the Hospital Compare website, Methodist
Healthcare currently has an overall (summary) rating of four stars in regards to patient experience, with the
majority of the measures at a four-star level and the rest at & three-star level. This project will benefit patient
experience across all domains but particularly areas like communication, cleanliness, and care transitions,
where there's opportunity for improvement.

The outdated facilities on the Methodist University campus present challenges to the patient experience and the
patient and family approach to care. Some of those challenges include 1) the restrictive size of patient rooms
in the oldest buildings which do not provide adequate space for family members to engage with physicians and
clinicians in the care plan, 2) the presence of shared showers in some nursing units in the Thomas and East
buildings which is a dissatisfier for patients and families, and 3) the antiquated facility design that does not
meet today’s acoustic standards for noise control. '
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Additionally, the aging infrastructure creates inefficiencies in operations and presents barriers for twenty-first
century technology. As an example, the limited space on nursing floors restricts the use of omnicell units,
automated, secure medication cabinets. Omnicell units improve nursing and pharmacy workflow, minimize
redundant data entry, and improve security and quality. There are complications to renovating the oldest
buildings to adapt to newer technology due to column spacing and floor to ceiling heights. The proposed new
construction will resolve these concerns and provide the necessary space for state-of-the art technology and
modern healthcare. -

Methodist University is the core teaching hospital for University of Tennessee Health Science Center. The
hospital’s academic focus offers highly specialized services for complex diseases, illnesses, and injuries,
develops technology, and carries out research to improve lives. The regional and national outreach of the
academic programs is shifting the need for more ultens1ve medical capacity and need for a state-of the-art
facility.

An internal study conducted on occupancy rates for a period during 2014-2015 for critical care beds, shows all
units have the lowest rating due to high occupancy rates at 82% or higher against an industry benchmarks of
75%. See Table 4 below for summary results per critical care unit. Patient flow from the emergency
department to the critical care units is. delayed by the lack of beds: Methodist UmVers1ty has experienced a
growth in number of patients being held i in the emergency room as well as an increase in wait times. See Table
4 below denotmg the correlated delays as critical care beds reach beyond optimal occupancy rate. Again,
patient experience suffers along with the delays and inefficiencies related to lack of capacity. "

TABLE 4
METHODIST UNIVERSITY
CRITICAL CARE OCCUPANCY AND AVERAGE ED BOARD]NG HOURS

Mﬂklllcu

Surgical 1C0_
__ Mewro Critical Care

s 16128 CVICUZ Sherard L1386
Ky 17136 ?MW j 663
TABLE 5
METHODIST UNIVERSITY
CRITICAL CARE OCCUPANCY AND AVERAGE ED BOARDIN G HOURS :
L 6.0
L so
4o |
- 3.0
- 205
- 16
- 0.0
I CU Occupancy  —~Bi-Boarding - Avg Hours: |
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While the overall population is remaining fairly flat, [ seg000 - K%
the 65-84 age cohort is experiencing an annual 400,000 | ¢ 00
growth rate over 4%; this will increase demand for U000 - -
services utilized by older populations. There are e —
rising numbers of chronically ill patients in need of o , _ . -
more intensive hospital services. Fortification of i 1 R .

critical care resources supporting inpatient and ° CI7 184 561 @G85, 5  Femds -
subspecialty care programs in transplant, oncology, Vs © -
neurology, and cardiovascular is imperative for " 2015 Populetion 2070 Popultion # 20PS 220G
Methodist University Hospital as the system’s '

academic tertiary flagship.

Recycle aging infrastiucture ‘and provide flexibility

The Methodist University campus ‘is landlocked. Many buildings housing direct patient care services were
built 50-60 years. As part of the master planning process, Methodist assessed the physical condition of each
building on the main campus. “The assessment included the evaluation of structural, mechanical, and
electrical components as well as the age, presence of asbestos and overall functionality. The physical plant
alone warrants the need for the project. : '

Please note in Diagram 5 below the findings of thie assessment with the stop light colors representing good
(green) to poor (red) conditions. The project proposes to relocate patient beds and acute care services from the
Thomas and East buildings as well as Crews. The Crews building i also slated for demolition. - '
.. METHODIST UNIVERSITY HOSPITAL =~ ;

COLOR CODED BUILDING CONDITION ASSESSMENT RESULTS

i ST e W

Another view of the campus developed during the master planning process and assessment of the building
conditions, denotes the anchors of the campus as the existing patient tower, emergency department opened in
2014, the Link building, and adjacent medical professional offices. From a consumers perspective the two
prime corners on Union Avenue are occupied by the lowest ranking buildings, Thomas and Crews. Please note
in Diagram 6 below shows the building assessment. Plans call for future campus development to focus on the
anchoring buildings. This project relocates direct patient care to the anchoring buildings and the new patient

27



61

tower to modernize the campus- and establish a sustainable foundation for the system’s academic medical
center, Methodist University Hospital.

DIAGRAM 6
METHODIST UNIVERSITY HOSPITAL
BUILDING CONDITION A

Since inception, the system has remained affiliated with the United Methodist Church and steadfast in a faith
which inspires service to patients and dedication to improving the health of our entire community. Methodist
Healthcare is an integrated health care delivery system, dedicated to the art of healing through our faith-based
commitment to minister to the whole person. Methodist remains committed to the patients and families in tri-
state area and proposes to make this investment to provide accessible, efficient, and high quality services with
the new a state-of-the-art facility.

1. Applicants proposing a new stationary PET unit should project a minimum of at least 1,000 PET
procedures in the first year of service, building to a minimum of 1,600 procedures per year by
the second year of service and for every year ‘thereafter.

The application for mobilé and stationary units should include projections of demographlc
patterns, including analysis of applicable population-based health status factors and estimated

utilization by patient cllmcal diagnoses category (ICD-9).

For units with a combined utility, e.g., PET/CT units, only scans, mvolvmg the PET function will

'eount towards the minimum number of procedures. (

Not Applicable; the project is a relocation and replacement of exisﬁng PET services. The original PET
was approved under the former CON guidelines requiring 750 procedures in the first year.
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All providers applying for a proposed new PET unit should document that the proposed location
is accessible to approximately 75% of the service area’s population.

Applications that include non-Tennessee counties in their proposed service areas should provide
evidence of the number of existing PET units that service the non-Tennessee counties and the
impact on PET unit utilization in the non-Tennessee counties, including the specific location of
those units located in the non-Tennessee counties; their utilization rates, and their capacity.

Not Applicable; the project is a relocation and replacement of existing PET services.

All providers should document that alternate shared services and lower .cdqt:-teéhnology
applications have been investigated and found less advantageous in terms of accessibility,
availability, continuity, cost; and quality of care. ' :

PET/CT imaging is a unique service that is l_id replicated by lower cost technology. The applicant
currently owns and operates the PET, and this project is the relocation and replacement of the existing
service within 1 mile of the current location,. - i o

The investigation of shared services and lower cost technology found no alternatives that were more
advantageous in terms of accessibility, availability; continuity, cost, and quality of care. Methodist’s
existing PET service is an integral part of the comprehensive West Cancer program based at Methodist
University Hospital, and is a vital part of the oncology resources in the ‘Memphis Medical Center. In

partnership with physician partners and staff, Methodist evaluated alternatives.

Any provider proposing a new mobile PET unit should demonSfm:_te \tl__lat"it' oﬂ‘e_l__iflz or has
established referral agreements with providers thiat offer as a minimum, cancer treatment
services, including radiation, medical and surgical oncology services. '

Not Applicable; the project is a relocation and replacement of existing fixed PET sérvicgs.

A need likely exists for one additional stationary PET unit in a service area when the combined.
average utilization of existing PET service providers is at or above 80% of the total capacity of
2,000 procedures during the most recent twelvemonth period reflected in the provider medical
equipment report maintained by the HSDA. The total capacity per PET unit is based upon the
following formula:

Stationary Units: Eight (8) procedures/day x 250 days/year = 2,000 procedures/year
Not Applicable; the project is a relocation and replacement of cxisﬁng PET services.
The applicant should provide éviden;:e tliﬁt the PET unit is éafe and gffpcﬁve f;r i__ts: pr_&,posed
llse.a, The United States Food and Drug Administration (FDA) must certify the proposed PET
_unit for clinical use. ,v ]
See Attachment B:II (E)(E)(4) for FDA certification.
b. The applidmt should demonstrate that the prbposed PET pmce@ﬁres will be offered in a

physical environment that conforms to applicable federal standards, manufacturer’s
 Specifications, and licensing agencies’ requirements.
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The architect consulted on this project confirms that the physical environment will conform to
all applicable federal standards, manufacturer’s specifications and licensing agencies’
requirements. See Attachment C: Economic Feasibility (1)(d) for the architect’s letter.

The applicant should demonstrate how emergencies within the PET unit facility will be
managed in conformity with accepted medical practice.

The unit will be on the Methodist University Hospital campus. There are clinical technicians
and emergency personnel on the premises trained in basic life support when the patient is
being scanned. In the event of cardiac or respiratory arrest, trained clinical personnel will
initiate basic life support while the patient is being emergently removed from the scan room,
and then taken to be treated by appropriate physicians and clinicians.

. The applicant should establish protocols that assure that all clinical PET procedures
performed are medically necessary and will not unnecessarily duplicate other services.

" There are established standard protocols in place for Methodist Healthcare to ensure all
PET/CT procedures are medically necessary and will not unnecessarily duplicate other -
services PET/CT procedures are typically performed to assess the possibility of infection or
mallgnancy Methodist has a dedicated team of nurses that precert all PET/CT scans through
the various third party payers. The ngorous precert process ensures medical necessity and
assures that the patient does not receive duplicative procedures Additionally, all procedures
require a physicians’ order just as all PET/CT scans require a precert. See Attachment 6 (d)
for the System Policy outlining the guidelines for a physician order for all diagnostic services.

The PET unit should be under the medical direction of a licensed physician. The
applicant should provide documentation that attests to the nature and scope of the duties
~ and responsibilities of the physician medical director. Clinical supervision and

interpretation services must be provided by physicians who are licensed to practice
medicine in the state of Tennessee and are board certified in Nuclear Medicine or
Diagnostic Radiology. Licensure and oversight for the handling of medical isotopes and

radiopharmaceuticals by the Tennessee Board of Pharmacy and/or the Tennessee Board

of Medical Examiners—whichever is appropriate given the setting—is required. Those
qualified phys:clans that provide interpretation services should have additional
documented experience and training, credentialing, and/or board certification in the
appropriate specialty and in the use and interpretation of PET procedures.

The medical director for the PET/CT operations is Board Certified in Diagnostic Radiology -
General and Nuclear Radiology - Subspecialty. See Attachment 6 (e)(1) for Medical
Director’s Curriculum Vitae and Attachment 6 (e)(2) for the documentation of the scope of the
medical director’s duties and responsibilities.

There is and will be a board certified radiologist experienced and trained in PET/CT imaging
procedures to supervise staff and interpret studies. Current credentialed physicians will
provide clinical supervision and interpretation services. All physicians are licensed to practice
medicine in the state of Tennessee, are board certified in Nuclear Medicine or Diagnostic
Radiology, and have appropriate licensure for handling medical isotopes and
radiopharmaceuticals, The interpretation services will be provided by physicians with
additional experience, credentialing, and/or board certification. . ,

All applicants should seek and document emergency transfer agreements with local area
hospitals, as appropriate. An applicant’s arrangements with its physician medical
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director must specify that said physician be an active member of the subject transfer
agreement hospital medical staff. :

The need for a transfer agreement is not applicable; the PET unit will be located on the
Methodist University Hospital campus. \ .

There is one medical staff for Methodist Healthcare — Memphis'Hospital'sﬁ, and the medical
director is currently an active member of the medical staff

7. The-applicant should provide assurances that it will submit data in a timely fashion as requested
by the: HSDA to maintain the HSDA: Ei'jiiii)iileqt Registry. =~ :

Methodist assures the HSDA that all data requested to maintain the Equipment Registry will be
submitted within the expected time frame.

8. In light of Rule 0720-4-.01 (1), which lists the factors concerning need on which an application
may be evaluated, the HSDA may decide to give special consideration to an applicant:

a. Who is offering the service in a medically underserved area as designated by the United States
Health Resources and Services Administration; ; ,

- Not Applicable.

b. Who documents thit the service area population experiences a prﬁalen@e, incidence and/or
mortality from cancer, heart disease, neurological impairment or other clinical conditions
applicable to PET wnit services that is substantially higher than the State of Tennessee average;

Not Applicable.

c. Who isa “safety net hospital” or a “children’s hospital” as defined by the Bureau of TennCare
Essential Access Hospital payment program and/or is a comprehensive cancer diagnosis and
- treatment program as designated by the Tennessee Department of Health and/or the Tennessee
Comprehensive Cancer Control Coalition; or

Not Applicable.

d. Who provides a written commitment of intention to contract with at least one TennCare MCO
and, if providing adult services, to participate in the Medicare program.

Methodist is certified for both Medicare and TennCare/Medicaid and participates in both programs.
Methodist Healthcare-Memphis Hospitals contracts with all three TennCare plans offered in the
service area and with Medicaid in adjoining States. All hospitals including the hospital-based PET
ambulatory services treat TennCare participants under the system’s TennCare contracts,

- In comparison to other large counties across the State, Shelby County is the home to a disparate

- number of low-income or disabled Tennesseans seeking coverage from the state’s Medicaid program.
‘Methodist is the largest healthcare providers of TennCare and is committed to these patients as
reflected in the projections for this proposal. N ol Ll

b.  Applications that include a Change of Site for a health care institutiosi, provide a response to
General Criterion and Standards (4)(a-c) ‘

Not applicable. This project is not requesting a change of site.
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2. Describe the relationship of this project to the applicant facility’s long-range development plans, if any.

Methodist Le Bonheur Healthcare’s mission is to partner with its medical staffs and collaborate with its

patients and families to be the leader in high quality, cost effective healthcare in all sectors of the Greater
Memphis-Shelby County service area. Methodist Healthcare has strateglcally placed and maintained hospital
and ambulatory facilities in all quadrants of Shelby County as part of that mission, to provide multiple entry
points to acute care for communities of varied social and economic characteristics. Methodist Umversny
Hospital is the system’s tertiary academic medical center located in the center of the service area in downtown
Memphis. The project is a reinvestment in the downtown academic presence with anchoring cancer and
transplant centers of excellence. Methodist aims to leverage the partnership with UTHSC to improve the

health of the overall community and raise the level of medical practice for adults and pediatrics.

The approval and completion of the project is key to the fulﬁllment of the system’s long-term financial and
strategic commitments to its service area.

3. Identify the proposed service area and justify the reasonableness of that proposed area. Submit a
county level map including the State of Tennessee clearly marked to reflect the service area. Please
. 'submit the map on 8 1/2” x 11” sheet of white paper marked only with ink detectable bya standard
- photocopier (i.e:, no highlighters, pencils, etc.). ,

The project primary service area includes Shelby, F ayette and Tipton counties in Tennessee, DeSoto County.in
Mississippi, and Crittenden County in Arkansas. The secondary service area includes Tipton, Fayette,
Lauderdale, Hardeman, Haywood, Dyer, and Madison Counties in, Tennessee, Marshall, Tunica, Panola, Tate,
and Coahoma Counties in Mississippi, and St. Francis, Mississippi, Poinsett, Lee, Ph1111ps and Craighead
Counties in Arkansas. See Attachment Sectlon C: Need (3) for a county level service area map. This service
area is deemed reasonable. : X

4. A. Describe the demographics of the ‘populatio'n to be served by this proposal.

The primary service area includes Shelby Co'unty in Tennessee, Desoto County in Mississippi, and Crittenden
County in Arkansas. The population of the primary service area is projected to approach 1.2 million people
by 2020 which is a growth rate of 2% (over 27,000 péople) over the next five years. ,

The secondary service area includes Tipton, Fayette, Lauderdale, Hardeman, Haywood, Dyer, and Madison
Counties in Tennessee, Marshall, Tunica, Panola, Tate, and Coahoma Counties in Mississippi, and St. Francis,
Mississippi, Poinsett, Lee, Phillips, and Craighead Counties in Arkansas. The population of the service area is
projected to exceed 690,000 people by 2020 whlch is a growth rate of 0.32% (just over 2,000 people) over the
next five years. _

The total service area for this project is projected to exceed 1.8 million people by 2020 with a 2% overall
growth rate. See Tables 6-9 for details of the populationdemographlcs The secondary serv1ce area charts are
spht by state for readability.

32



il

PRIMARY SERVICE AREA AND SECONDARY SERVICE AREA TOTALS
2015-2020 POPULATION PROJECTIONS, BY COUNTY

Demographic Variable/ Geographic Area g:::l:g, g:s::; Cgo“::f; 2 Psr:m sesc:rl:'g;::y SI:‘?‘L

= = i “Area Total | Area Total Area
Total Population-2015 946,637 | 168,989 48,531 1,164,157 | 688259 | 1,852,416
Total Population-2020 966,405 | 177,125 47,633 1,191,163 | 690,456 | 1,881,619
Total Population-% change 2% 5% 2% 2% 0% 2%
Age 65+ Population-2015 112,613 | 20,140 5,922 138,675 101,398 | 240,073
Age 65+ Population-2020 137,447 | 24548 6,721 168,716 115,283 283,999
Age 65+ Populdtion-% change 22% 22% 13% 22% 14% 18%
Age 65+ Population-% of Total — 2015 12% 12% 12% 12% 15% 13%
Median Household Income (2015)- $46,250 | $58,505 $37,751 n/a n/a n/a
TennCare Enrollees 272,076 - n/a n/a 272,076 79,252 351,328
TennCare Enrollees- % of Total Pop (26153 29% n/a n/a n/a n/a n/a
Persons Below Poverty Level (2015) 196,900 | 16,561 12,764 226,225 152,264 378,489
Persons Below Poverty Level- % of Total Pop! (2018)"| 20.8% [ 9.8% 263% | 194% 21% | 204%
Source: Market Expert — Claritas Data, U.S. Census Bureau Poverty Estimates and TennCare Enrollment Data :

SECONDARY SERVICE AREA IN TENNESSEE
2015-2020 POPULATION PROJECTIONS, BY COUNTY

Demographic Variable/ Geographic Area Ti,f,lt‘;mn Fg;tte h"-;.el:ld'h H".:.&mn Haiy;ood l?ry;r M’,lld.;son
Total Population-2015 59918 | 34845 | 2933 | 26770 | 16473 | 3’6,‘52’1 97,990
Total Population-2020 60,955 | 35920 | 29,623 | 26072 | 16160 | 37,029 | 99,834
Total Population-% change 2% 3% 1% -3% 2% 1% 2%
Age 65+ Population-2015 7,993 5,899 4,151 4,324 2,641 6076 | 14,574
Age 65+ Population-2020 9513 | 6006 | 4744 | 475 | 295 | 6934 | 16847
Age 65+ Population-% change 19% 17% 14% 10% 13% 14% 16%
Age 65+ Population-% of Total — 2015 13% 17% 14% | 16% 16% 17% 15%
Median Household Income (2015) $52,423 | $56,618 | $32,326 | $30,973 | $34,542 | $38953 | $41,617
TennCare Enrollees 13992 | 713 8,181 7,370 6,061 1,091 | 25423
TennCare Enrollees- % of Total Pop. (2015) 23% 20% 28% 28% 37% 30% 26%
Persons Below Poverty Level (2015) 8,029 4,878 7,627 6,585 3,476 6,536 | 19,598
Persons Below Poverty Level- % of Total Pop. (2015) | 13% 14% 26% 246% | 211% | 17.8% 20%

Source: Market Expert — Claritas Data, U.S. Census Bureau Poverty Estimates and TennCare Enrollment Data
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SECONDARY SERVICE AREA IN MISSISSIPPI
2015-2020 POPULATION PROJECTIONS, BY COUNTY

Demographic Variable/ Geographic Area M‘:';sha“ T‘l{:is“ P;';(s'la 'll‘;;e Co;l;(s)ma
Total Population-2015 40,276 10,649 35,236 28,688 24,428
Total Population-2020 39,873 10,572 35,081 28,258 23,318
Total Population-% change -1% -1% 0% -1% -5%
Age 65+ Population-2015 6,029 1,196 5,109 4,282 3,239
Age 65+ Popula‘ti&n-';zdzo : 6,891 1,414 5,808 4,843 3,498
Age 65+ Population-% change 14% 18% 14% 13% 8%
Age 65+ Population-% of Total — 2015 15% 11% 14% 15% 13%
Median Household Inconie (2015) $36,022 $31,446 $35,715 $41,494 $26,407
TennCare Enrollees n/a n/a /a n/a n/a
TennCare Enrollees- % of Total Pop. (2015) n/a n/a n/a n/a n/a
Persons Below Poverty Level (2015) 8,941 3,227 8,915 5,307 9,331
Persons Below Puverty Level- % of Total Pop (2015) 22.2% - 303% 253% . 18:5% 382%
Source: Market Expert — Claritas Data, U.S. Census Bureau Poverty Estimates and TennCare: Enrollment Data
TABLE 9
SECONDARY SERVICE AREA IN ARKANSAS
2015-2020 POPULATION PROJECTIONS, BY COUNTY
Demographic Variable/ Geographic Area i . :‘;{m W”Ai’;ppl Po:RUeﬁ i“i{ " Plilll;p s C“ﬁ?d Cgs
Total Population-2015 27,788 43,472 24,401 9,176 | 20,316 | 104,828 | 16,948
Total Population-2020 26,591 41,672 24,057 8,787 | 18,967 | 111,005 | 16,682
Total Population-% change -4% 4% -1% 4% 1% 6% 2%
Age 65+ Population-2015 3,846 | 5904 4,255 1,511 3;388 . | 14,022 | 2,959
Age 65+ Population-2020 4,138 6,448 4:685 1,585 3,508 16,559 3,222
Age 65+ Population-% change 8% 9% 10% 5% 4% 18% 9%
Age 65+ Population-% of Total — 2015 14% 14% 17% 16% 17% 13% 17%
Median Household Income (2015) $30,873 | $36,428 | $32,089 521’03 $26,737 | $41,303 | 838,085
TentCare Enrollees n/a n/a n/a n/a. n/a n/a n/a
TeunCare Enrollees- % of Total Pop. (2015) n/a n/a n/a n/a n/a n/a n/a
Persons Below Poverty Level (2015) 7,892 10,825 | 6,857 2,890 6,806 21,595 2,949
Persons Below Poverty Level- % of Total Pop. (2015) 28.4% 249% 28.1% | 31.5% | 33.5% 20.6% 17.4%

Source: Market Expert — Claritas Data, U.S. Census Bureau Poverty Estimates and TennCare Enroliment Data
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Shelby County represents §1% of the-3-County primary service ared, and 51% of the entire service area
shown. ' '

Over the next five years, there will be a dramatic increase in the area of residents aged 65 years and older.
It is particularly significant that during this period, the area population aged 65 years and older--the group -
that most needs healthcare—will increase 22% or over 30,000.

- Describe the special needs of the service area population, including health disparities, the
accessibility to consumers, particularly the elderly, women, racial and ethnic minorities, and low-
income groups. Document how the business plans of the facility will take into consideration the
special needs of the service area popiulation.

The special needs of the service area population significantly contribute to the projected volumes and .
planning for the project. The business plan takes into consideration the aging of the population, the large
number/disparate mix of TennCare enrollees and the predominance of poor lifestyle throughout the service

Shelby County is one of the least healthy communities in the country, yet, one with significant health
assets, providers and academic partners all well aligned with the MLH mission and vision. As a fajth-
based healthcare provider with an obligation to meet the community’s healthcare needs; Methodist
Healthcare views the tremendous needs in the community as opportunities.

s shown above, the population in the service area is: projected to age 'with the baby boom generation with
22% growth in the Methodist service area projected for the next five years. The older age cohorts already
account for 60% of the health care expenditures. Within this age group, chronic illness is prevalent. Such
chronic medical conditions include heart disease, stroke, hypertension, diabetes, and cancer which all
potentially require more intensive use of healthcare resources. Methodist University is well positioned to
treat thése community needs, yet has plans with this project to expand and advance these: highi-end services
to reach more of the community in need.

The population identified by the project’s service area is plagued by a predominance of disease and health

risk factors. P— : , =
® Tennessee has one of the highest heart disease mortality rates in the United States. Incidence of heart
disease mortality is dramatically higher in the mid-south than in other regions. Death rates from heart
disease (rate per 100,000 35+ 2007-2009 per CDC) in the Methodist service area is higher than state
and national average with Tipton rates at 484.5, Fayette at 458.0 and Shelby at 4500 as compared fo
Tennessee at 422 .4 and the Nation at 359.1.

® There are similarly high mortality rates in stroke. Death rates from stroke (rate per 100,000 35+ 2007-
2009 per CDC) in the Methodist service area is higher than state and national average with Tipton rates
at 105.4, Fayette at 101,2 and Shelby even higher at 112.9 as compared to Tennessee at 98.9 and the
Nation at 78.6. : _ .

* Based on recent data from the Center for Disease Control and Prevention (based on self-reported
prevalence by State), the South has the highest prevalence of obesity (29.5%), followed by the Midwest
(29.0%), the Northeast (25.3%) and the West (24.3%). Obesity-related conditions include heart
disease, stroke, 2 diabetes and certain types of cancer. From Methodist’s tristate service area,
Mississippi ranks highest in the nation at 34.9%, Arkansas is in the top 10 at 30.9% and Tennessee is no
longer in the top 10 at 29.2%. A dated report entitled “F as in Fat: How Obesity Threatens America’s
Future 2010 rated Tennessee as the 2™ highest state in the country in obesity (under different
methodology. Under these criteria, the Memphis TN-AR-MS Metropolitan Statistical Area had an
obesity rate of 35.8% as compared to the Tennessee rate of 31.7% and National median rate of 27.5%.
These trends will continue with the growing numbers of people who do not get regular physical
activity.
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Shelby County claims the largest population of all 95 Tennessee counties with almost 950,000
residents; with that Shelby County also has the largest TennCare populatiou The number of enrollees .
is twice that of any other county in the state; 29% in the county is enrolled in TennCare. Methodist is
committed providing healthcare services to these patients as reflected in the projections for this
proposal.

5. Describe the existing or certified services, including approved but unimplemented CONs, of similar

institutions in the service area. Include utilization and/or occupancy trends for each of the most recent
three years of data available for this type of project. Be certain to list each institution and its utilization
and/or occupancy mdmdually Inpatlent bed projects must include the following data: admissions or
discharges, patient days, and occupancy. Other projects should use the most appropriate measures, e.g.,
cases, procedures, visits, admissions, etc. )

In the project’s Tennessee primary service area, there are eleven adult acute care hospitals (including
Methodist University) with a total of 3,844 licensed beds of which almost 80% were staffed (or 3,042 beds) in
2014. The average daily census for the market in 2014 was 2,704 (or 70% occupancy) There were 125,256
inpatient discharges aiid 716,500 inpatient days during this period.

ADULT GENERAL HOSPITALS
TENNESSEE PRIMARY TN SERVICE AREA
UTILIZATION OF BEDS, 2012-2014

Methodist Germantown Methodist South Methodist North Methodist University
o 2012 | 2013 | 2014 | 2012 | 2013 | 2014 | 2012 | 2013 | 2014 | 2012 | 2013 | 2014
TotalBeds | 309 | 309 | 309 156 | 156 156 246 26 | 246 | 617 | 617 | 617
StaffedBeds| 309 | 309 | 309 144 144 143 207 | 224 | 222 | 416 | 416 | 428
Discharges | 16,089 | 17217 | 17,813 | 6,954 | 6814 | 6354 | 10,971 | 11,127 | 10,803 | 18230 | 17,159 | 17,862
Pat.Days | 73.419 | 77.483 | 78,586 | 29938 | 29324 | 24,700 | 62,286 | 61,923 | 57,517 | 120,042 | 117,668 | 114319
ADC 276 200 | 207 113 111 93 [ 234 238 | 217 | 451 | 444 | 431
Occupancy | 893% | 94.6% | 96.0% | 72.1% | 70.9% | 59.7% | 95.2% | 95.0% | 882% | 73.1% | 72.0% | 69.9%
S Baptist Memphis Baptist Women's Baptist Collienvlie Regional One

2012 | 2013 | 2014 | 201z | 2013 | 2014 | 2012 | 2013 | 2014 | 2012 | 2013 | 2014
TotalBeds | 706 | 706 | 706 140 140 140 81 81 81 @1 | 631 | 631
StaffedBeds| 573 545 | 547 140 140 140 81 81 81 294 | 303 | 309
Discharges | 25,440 | 24,509 | 24,737 | 6806 | 6219 | 6,098 | 2451 | 2202 | 2372 | 12928 | 12,709 | 12,392
Pat. Days | 170,707 | 163,128 | 155,576 | 27,052 | 25,016 | 24,154 | 9,655 | 8474 | 9,352 | 90,277 | 91,539 | 87,930
ADC T 642 | 616 | 587 102 94 91 | 36 32 35 | 339 | 345 | 332
Occupancy | 90.9% | 87.2% | 83.2% | 72.6% | 67.4% | 65.1% | 44.8% | 395% | 43.6% | 53.8% | 547% | 52.6%
|- St. Francis Park St. Francis Bartlett Delta Total TN PSA

2012 | 2013 | 2014 | 2012 | 2013 | 2014 | 2012 | 2013 | 2014 | 2012 | 2013 | 2014
TotalBeds | 519 | 519 | 519 196 196 196 243 243 | 243 | 3844 | 3844 | 3884
StaffedBeds| 500 | 494 | 494 196 196 196 170 173 173 | 3030 | 3,025 | 3042
Discharges | 14295 | 15492 | 15982 | 6,430 | 6,728 | 6388 | 3965 | 3836 | 4460 | 124,55 | 124,012 | 125256
Pat.Days | 85557 | 87,370 | 88,021 | 33,137 | 31,786 | 31,118 | 33,171 | 38,869 | 45,227 | 735241 | 732,580 | 716,500
ADC 322 330 | 332 [ 125 120 117 125 | 147 171 | 2764 | 2764 | 2,704
Occupancy | 62.0% | 63.5% | 64.0% | 636% | 612% | 59.9% | 51.3% | 60.4% | 702% | 71.9% | 71.9% | 70.3%
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Provide applicable utilization and/or occupancy statistics for your institution for each of the past three
(3) years and the projected annual utilization for each of the two (2) years following completion of the
project. Additionally, provide the details regarding the methodology used to project utilization. The

methodology must include detailed calculations or documentation from referral sources, and
identification of all assumptions. ‘

Methodist University Hospital
Actual and Projected Adjusted Patient Days

2013 - 2020 )
; J /| Projected | Projected
Actual Actual Actual 1 Yearl Year 2
2013 2014 2015 2019 2020

Adjust Patient Days 209,280 203,524 213,748 223,139 223,110
Annual Change Rate -2.75% 5.02% 4.40%* 0.00%
*Change Rate between 2015 and 2019 shows the four year change which equals a very conservative 1.1%
year over year growth. ' )

Methodology Assumptions:

e This.is-a replacement project so projections are conservative following normal course of business and
budgeted utilization. Rt : :

* Adjusted patient days are projected for historical and projected financial statements. Adjusted Patient
Days are calculated based on the ratio of gross outpatient revenue to inpatient revenue per inpatient day.

The result, which represents the number of patient days attributable to outpatient services, is added to the
number of inpatient days.

(Gross Outpaﬁent'Révenue / (Gross Inpatient Revenue / Inpatient Days)) = Outpatient Days
Outpatient Days + Inpatient Days = Adjusted Patient Days

* Historical adjusted patient days are calculated based on gross inpatient and outpatient revenue and actual
patient days per our historical financial statements. : '

* Projected adjusted patient day are calculated based on the project’s projected gross inpatient and
outpatient revenue and projected patient days. Patient days are assumed to increase five percent from

2015 to 2019 and 2020 patient days remaining flat. An annual four percent rate increase is assumed for
gross inpatient and outpatient revenues. '

® See table below for in patient days chart for historical and projected.

37



71

Methodist University Hospital
Actual and Projected Adjusted Patient Days by Inpatient Bed Type

2013-2020
: , Yr1 Yr2
Actual Actual Actual Projected Projected

2013 2014 2015 2019 2020
Total Beds 617 617 617 617 617
Patient Days ** 117,668 114,319 | 123,048 | 127,988 [ 127,547
ADC 322.4 313.2 337.1 350.7 | 3494
Occupancy 52.2% 50.8% 54.6% 56.8% 56.5%
23 Hour Observation Days 7,290 10,497 8,725 9,259 9,303
ADC 20.0 288 | 239 254 254
Occupancy 3.2% 4.6% ~ 3.9% 4.1% 4.1%
Adj Total Pat Days w/ 23 Hr Obs | 124,958 | 124,816 | 131,773 | 137,247 136,850
Adj Total ADC w/ 23 Hr Obs 3424 341.0 | . 361.0 376.0 3749

Medical/Surgical Beds 511 511 511 483 483
Patient Days 86,325 | 83,077 | 91,508 93,633 93,289
ADC ' 236.5 227.6 250.7 256.5 2549
Occupancy 46.3% 44.5% 49.1% 53.1% 52.8%
23 Hour Observation Days 7,290 - |. 10,497 8,725 9,259 .| 9,303
ADC 20.0 28.8 239 254 254
Occupancy 3.9% 5.6% 4.7% 5.3% 5.3%
Adj M/S Pat Days w/ 23 Hr Obs 93,615 93,574 | 100,233 | 102,892 | 102,592
Adj M/S ADC w/ 23 Hr Obs 256.5 255.7 274.6 281.9 281.1
Adj M/S Occupancy w/ 23 Hr Obs 50.2% 50.2% 53.7% 58.4% 58.0%
Critical Care Beds 72 72 72 100 100
Patient Days 22,212 22,797 23,570 26,329 26,232
ADC 60.9 62.5 64.6 72.1 71.7
Occupan: 84.5% 86.7% 89.7% 72.1% 71.7%
Psych Beds 34 34 34 34 34
Patient Days 9,131 8,445 7,970 8,026 8,026
ADC 25.0 23.1 21.8 22.0 219
Occupancy 73.6% 68.0% [ 64.2% 64.7% 64.5%
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ECONOMIC FEASIBILITY

1. Provide the cost of the proje)ct by completing the Project Costs Chart on the following page. Justify the
cost of the project. "

* All projects should have a project cost of at least $3,000 on Line ¥. (Minimum CON Filing
Fee). CON filing fee should be calculated from Line D. (See Application Instructions for
Filing Fee)

The CON filing fee calculated from Line D of the Project Costs Chart is $45,000; therefore a
check for this amount accompanies the application. : ¥

o The cost of any lease should be based on fair market value or thé total amount of -fhe lease
payments over the initial term of the lease, whichever is greater.

‘Not Applicable.

® The cost for fixed and moveable equipment includes, but is not necessarily limited to,
maintenance agreements covering the expected useful life of the equipment; federal, state,
and local taxes and other government assessments; and installation charges, excluding
capital expenditures for-physical plant renovation or in-wall shielding, which should be
included under construction costs or incorporated-in-a facility lease.

Equipment Type Equipment Maintenance Total Cost

; . (4 years)
iMRI $ 3,959,767 $ 705,180 $ 4,664,947
Linear Accelerator - | $ 2636000 | § 760,581 $ 3,396,581
Hybrid Operating Room $ 1,972,443 ' $ 375,300 | | $2,347,743 |

¢ For projects that include new'cons'triiction,- modification, and/or renovation; documentation
must be provided from a contractor and/or architect that support the estimated construction
costs. B

A letter from the architect follows as Attachment C: Economic F easibility (1)(d).

39



73

PROJECT COSTS CHART

Construction and equipment acquired by purchase:

SUPPLEMENTAL #1

February 25, 2016
406 pm

11,200,000

1. Architectural and Engineering Fees
2. Legal, Administrative (Excluding CON Filing Fee),

Consultant Fees 10,000
3. Acquisition of Site x
4, Preparation of Site 6,750,000
5. Construction Costs 172,150,000
6. Contingency Fund 18,245,000
7. Fixed Equipment (Not included in Construction Contract) -
8. Moveable Equipment (List all equipment over $50,000) 50,900,000
9, Other (Specify)~  Technology and Soft Costs 20,700,000
Acquisition by gift, donation, or lease;
1. Facility (inclusive of building and land)
2. Building only y
3. Land only
4, Equipment (Specify)
5. Other (Specify)
Fir.lancing Costs and Fees:
1. - Interim Financing
2 UnderWriting Costs
3. Reserve for One Year’s Debt Service
4 Other (Specify)
Estimated Project Cost
(A+B+C) 279,955,000
CON Filing Fee 45,000
Total Estimated Project Cost :
(D+E) TOTAL 280,000,000
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- 2. Identify the funding sources for this project.
Please check the applicable item(s) below and briefly summarize how the project will be financed.

(Documentation for the type of funding MUST be inserted at the end of the application, in the correct
alpha/numeric order and identified as Attachment C, Economic Feasibility-2.)

A. Commercial loan—Letter from lending institution or guarantor stating favorable initial contact,
proposed loan amount, expected interest rates, anticipated term of the loan, and‘any restrictions

or conditions; - -

B. Tax-eiempt bonds—Copy of preliminary resolution or a letter from the issuing authority stating

favorable initial contact and a conditional agreement from an underwriter or investment banker
to proceed with the issuance;

C. General obligation bonds—Copy of resolution from issuing authonty or mmutes from the
appropriate meeting.

D. Grants—Notification of intent form for grant application or notice of grant award; or

X | E. Cash Reserves—Appropriate documentation from Chief Financial Officer.

F. Other—Identify and document funding from all other sources.

Methodist Healthcare is prepared to fund the project cost with cash reserves. See the attached letter
from the Chief Financial Officer. Attachment C: Economic Feasibility (2)

e e g

3. Discuss and document the reasonableness of the proposed project costs If applicable, compare the cost
per square foot of construction to similar projects recently approved by the Health Semces and
Development Agency. -

Total construction costs excluding site prep and construction contingency are $172;150,000 (or $366 PSF)
with new construction costs of $166,692,019 (or $396 PSF) and renovation costs of 35, 457 981 (or $111
PSF).

The costs of the project are higher than average due to the scope of the project yet reasonable as compared
to similar renovations done throughout Methodist Healthcare over the last few years and on recently
approved CON’s.
TABLE 2
COST PER SQUARE FOOT COMPARISON WITH APPROVED PROJECTS

Date Cost:per
CON Name Filed | Square Foot
Methodist South Hospital Mar-15 | § -209
‘Renovate and Expand Emergency Department
Methodist Memphis Hospital Nov-13 $ 145
Establish West Cancer Center
Le Bonheur Children’s Hospital Nov-13 $§ 182
Establish Pediatric Outpatient Center
Campbell Clinic Aug-12 $ 24
Surgery Center Construction & Renovation
The Regional Medical Center — The Med Aug-12 $ 225
Hospital Construction & Renovation
Baptist Memorial Women’s Hospital Dec-12 $ 238
ED Construction & Renovation
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Total construction costs are also higher when compared to the HSDA construction costs ranges.
Renovation costs for the project are at the first quartile, yet new construction costs are above the third
quartile. Please note that three years of escalation are costs built into the construction estimates given the
project timeline which equate to roughly $50 PSF. Other factors that increase the costs projections for
this project are: ' "

e the new patient tower spans an active road

e the new patient tower will connect to existing facilities at several locations

e the site is not a greenfield site yet is an onsite modernization project in a busy campus
See the cost per square foot comparisons below. »

TABLE 3 8
HOSPITAL CONSTRUCTION COST PER SQUARE FOOT
, YEARS: 2012-2014

Renovated New Total
~ Construction Construction Construction
1st Quartile $110.98/sq ft $224.09/sq ft $156.78/sq ft
Median $192.46/sq ft $259.66/sq ft $227.88/sq ft
3rd Quartile $297.82/sq fi $296.52/sq ft $298.66/sq ft

Source: CON approved applications for years 2012 through 2014

4. Complete Historical and Projected Data Charts on the following two pages—Do not modify the Charts
provided or submit Chart substitutions! Historical Data Chart represents revenue and expense
information for the last three (3) years for which complete data is available for the institution. Projected
Data Chart requests information for the two (2) years following the completion of this proposal.
Projected Data Chart should reflect revenue and expense projections for the Proposal Only (Le., if the
application is for additional beds, include anticipated revenue from the proposed beds only, not from all
beds in the facility). B

Following this page are the Historic Data Chart for Methodist Le Bonheur Healthcare, and a Projected Data
Chart for Methodist University Hospital.

5. Please identify the project’s average gross charge, average deduction from operating revenue, and
average net charge.

The average gross charge and deduction amounts shown as a percent of adjusted patient days are below for
2019, the first year of operations.

Average Gross Charge $ 10,316
Average Deduction 7,842
Average Net Charge $ = 2474
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HISTORICAL DATA CHART
Methodist University Hospital

Give information for the last three (3) years for which complete data are available for the fac.ility or
January (Month).

agency. The fiscal year begins in

A. Utilization Data (Specify unit of measure)
Adjusted Patient Days

B.  Revenue from Services to Patients
1. Inpatient Services
2. Outpatient Services
3. Emergency Services
4. Other dperating Revenue
Gross Operating Revenue

C. Deductions from Gross Operating Revenue

1. Contractual Adj ustments
2. Provision for Charity Care
3. . Provisions for Bad:Debt

Total Deductions -

NET OPERATING REVENUE
“Operating Expenses s w
1. Salaries and Wages
2. Physician’s Salaries and Wages
3. Supplies
4. Taxes
5. Depreciation
6. Rent. \ 4 :
7. Interest, other than Capital
8. Management Fees a) Fees to Affiliates
b) Fees to Non-Affiliates

9. Other Expenses

Total Operating Expenses
E.  Other Revenue (Expenses) — Net
NET OPERATING INCOME (LOSS)
F. Capital Expenditures
1. Retirement of Principal
2. Interest

Total Capital Expenditures
NET OPERATING INCOME (LOSS)

LESS CAPITAL EXPENDITURES

Year 2013 Year 2014 ] Year 2015
209,281 203,523 213,747
L (in thousands)
$ 906,782 § 941,802 $ 1,058,001
600,674 663,985 674,912
54,019 59,021 90,990
19,545 19,502 45,956
$ 1,581,020 $_ 1,684310  $_ 1,869,858
$ 980,117 $ 1,071,820 . $ 1,186,601
152,563 156,455 157,759
45,997 43,673 45,881
$__L178677 $_ 1271948 . § . 1,390,241
402,343 412,362 479,617
125,793 $ 123,888 $ 132,746
3,173 3,275 3,430
113,069 115,234 143,068
439 . 468 49
14,713 15,703 18,094
403 404 412
0 0 0
1,265 963 925
0 0 0
138,701 149,461 159,233
$ 397,557 $ 409,396 $ 458,335
$ 6739 § 5449  § 6,206
$ 11,525 8,415 27,488
$ - $ - $ -
2,896 2,555 2,213
$ 2,896 $ 2,555 $ 2,213
$ 8,629 5,860 25,275

SUPPLEMENTAL #1

February 25, 2016

406 pm




Other Operating Revenue:

Other Expenses:

Other Revenue/Expenses:

77

Cafeteria

Drugs
Telephone rental
Vending

Office Rental
Ground
Transportation
Fix Wing

Grants

United Way Grants
Misc. Income

Benefits

Repairs and Maintenance
Professional Fees
Contract Services
Accounting/Auditing Fees
Legal/Consulting

Fee

Advertising

Dues and Subscriptions
Education/ Travel

Utilities

Insurance

Food services

Laundry Services

Print Shop

Telephone

Transcription

Academic Support
Contributions
License/Accredidations Fees
Postage/Freight
Procurement Card Exp

Capital Campaign Funding
Interest Income
Gain/Loss on Disposal of PPE

SUPPLEMENTAL #1

February 25, 2016
406 pm
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HISTORICAL DATA CHART
Methodist LeBonheur Healtheare
Give information for the last three (3) years for which complete data are available for the facility or

agency. The fiscal year begins in January  (Month).
Year 2013 Year 2014 Year 2015
A. Utilization Data (Specify unit of measure)
Adjusted Patient Days 719,580 741,515 760,677
B. Revenue from Services to Patients (in thousands)
1. Inpatient Services $ 2,699,155 $ 2,754,329 $ 2,999,684
2.  Outpatient Services 2,476,668 2,826,784 2,970,661
3. Emergency Services 313,851 366,834 378,666
4.  Other Operating Revenue (Attachment C:
Historical Chart) 77,123 100,345 136,301
Gross Operating Revenue § 5,566,797  § 6,048,292 $ 6485312
C. Deductions from Gross Operﬁtin/g Revenue :
1. Contractual Adjustments $ 3,485,935 $ 3,848,401 $ 4,103,811
2. ' Provision for Charity Care 348,997 377,105 361,519
3. Provisions for Bad Debt 154,172 155,627 163,510
Total Deductions $ 3,989,104 $ 4,381,133 $ 4,_63833_{10
NET OPERATING REVENUE $ 1,577,693 1,667,159 1,856,472
Operating Expenses
1. Salaﬁes and Wages $ 575,773 $ 596,539 b 659,660
2.  Physician’s Salaries and Wages 41,322 66,862 51,219
3.  Supplies ‘ 335,111 340,428 384,238
4. Taxes ‘ 1,715 2,179 2,224
5. Depreciation - 89,112 102,845 106,017
6. Rent 15,494 17,432 17,211
7. Interest, other than Capital |
8. Management Fees a) Fees to Affiliates . 3,329 3,852 3,784
b) Fees to Non-Affiliates ' 4,461 4,570 4,389
9. Other Expenses (Attachment C: Historical Chart) 433,434 449,956 492,005
Total Operating Expenses § 1,499,751 $__ 1,584,663 1,720,747
E.  Other Revenue (Expenses) — Net $ 255431 § (54,069) $ 34,163
NET OPERATING INCOME (LOSS) $ 333,373 28,427 169,888
F. Capital Expenditures
1.  Retirement of Pi-'incipal $ - $ - $ -
2. Interest 25,874 26,798 25,489
Total Capital Expenditures $ 25,874 $ 26,798 - § 25,489
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES $ 307,499 1,629 144,399
s=== | L]
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Methodist Healthcare-University Hospital

Give information for the two (2) years following the completion of this proposal. The fiscal year

begins in January  (Month).

A. Utilization Data (Adjliste'd Patient Days)

B. Revenue from Services to Patients
1. Inpatient Services
2.  Outpatient Services
3. Emergency Services
4

Other Operating Revenue (Attachment C:

Projected Chart)

Gross Operating Revenue

C. Deductions from Gross Operating Revenue

1. Contractual Adjustments
2. Provision for Charity Care
3. Provisions for Bad Debt . -

NET OPERATING REVENUE

D. Operating Expenses

Salaries and Wages
Physician’s Salaries and Wages
Supplies

Taxes

Depreciation

Rent

Interest, other than Capital
Management Fees

BNV AW

8. Other Expenses

E. Other Revenue (Expenses) —- Net

Total Deductions .

a.) Fees to Affiliates
a.) Fees to Non-Affiliates
(Attachment C: Projected Chart)

Total Operating Expenses

NET OPERATING INCOME (LOSS)

F. Capital Expenditures
1. Retirement of Principal

2. Interest -

NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES

Total Capital Expenditures

Year 2019 Year 2020
223139 223,110
(in thousands)
$ 1,281,950 $. 1,343,456

879,220 928,057
80,328 © 85,041
60,428 61,247

$ 2,301,926 § 2,417,801
$ 1,521,388 § 1,610,084
187,826 195,555
40,749 42,409

$ 1,749,963 $ 1,848,048
$ 551,963 569,752
$ 151,728 $ 154,935
3,741 3,819
180,175 187,499

96 96

43,441 43,099
1,009 1,029
186,007 191,576

$ 566,197 $ 582,052
$ 6,395 6,681
$ (7839) S (5,618)
1,724 1,644

$ 1,724  § 1,644
$ (9,563) $ (71262)
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6. A. Please provide the current and proposed charge schedules for the proposal. Discuss any adjustment
to current charges that will result from the implementation of the proposal. Additionally, describe the
anticipated revenue from the proposed project and the impact on existing patient charges.

There will be no change to the existing room and bed charge structure as a result of this project, yet there will
be normal unrelated rate increases over the next several years. See the current charges below.

Charge/Procedure Current Rate—_l
' $ 1,399
PYSCH PRIVATE R&B $ 1,147
PYSCH SEMI-PRIVATE R&B $ 1,117
ICU/CCU R&B $ 2,492
CVICU -R&B $ = 2933

B. Compare the proposed charges to those of similar facilities in the service area/adjoining service
areas, or to proposed charges of projected recently approved by the Health Services and
Development Agency. -Il'-_applicahle, compare the proposed charges of the project to the current
Medicare allowable fe¢ schédule by common procedure terminology (CPT) code(s).

Based upon the review, the proposed charges are reasonable and comparable to other facilities in the
service area. There will be no impact to the charge structure due to this project. The table below shows
the comparison of charges based on data from the Federal Fiscal yearend 2014 American Hospital

Directory (AHD) for area hospitals.
METHODIST SERVICE AREA
CHARGE COMPARISON
Facility Average Gross Charge Average Payment
Methodist University $44,043 $12,695
Baptist Memorial Memphis $53,589 $12,363
St. Francis Memphis $77,778 $11,444
St. Francis Bartlett $63,320 $9,313
Regional One $101,286 $30,685
Source: American Hospital Directory - Medicare IPPS claims data are for federal fiscal year
ending 09/30/2014 = Inpatient Utilization Statistics Lo

7. Discuss how projected utilization rates will be sufficient to maintain cost-effectiveness:
The proposed project will improve operational efficiency on the Methodist University campus. Methodist Le
Bonheur Healthcare will remain financially viable. 1
The most successful healthcare organizations must not only deliver high-quality care, but also do so with

minimum waste. Cost controls are increasingly part of the quality conversation in healthcare, and the
systematic identification and elimination of waste while maintaining or improving quality is imperative for
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future success. Methodist Le Bonheur Healthcare remains committed to providiﬁg sustainable, high-quality
care. To do so going forward, we are compelled to focus on enhancing the entire experience of care for
patients, while managing the costs of delivering that care.

Discuss how financial viability will be ensured within two years; and demonstrate the availability of
sufficient cash flow until financial viability is achieved.

All cash is held at the corporate level, see the attached Methodist Le Bonheur Healthcare December 2015
Balance Sheet (Attachment C: Economic Feasibility ( 10)) for the financial viability of the health system. The
projections in this application show the system will remain viable although there are moderate losses in the
first years of operation as a result of additional depreciation. Methodist University Hospital is an integral part
of Methodist Healthcare-Memphis Hospitals with 617 of the total 1,583 licensed beds. As the system’s
flagship academic medical center, this investment is essential for long term v1ab111ty and sustainability of the
campus and system.

Discuss the project’s participation in state and federal revenue programs including a description of the
extent to which Medicare, TennCare/Medicaid, and medically indigent patients will be served by the
project. In additum, report the estimated dollar amount of revenue and percentage of total project
revenue anticipated from each of TennCare, Medicare, or other state and federal sources for the
proposal’s first year of operation.

Methodist University Hospxtal currently serves the Medicare, TennCare, and medlcally mdxgent populatlons
The estimated payer mix for 2019, the first full year of operation, is shown below. :

Payor ' " Revenue % of Total

Sals (In Thousands) Revenue
Medicare $ 1,109,105 : © 49%
TennCare/Medicaid 4 35 $311,2801] 14% |
Self-Pay ; ; $231,762: ; 10%
| Commercial/Other [ $589,352 26%. |
" Total $2,241,498 100%

Provide copies of the balance sheet and income statement from the most recent reporting period of the
institution and the most recent audited financial statements with accompanying notes, if applicable. For
new projects, provide financial information for the corporation, partnership, or principal parties
involved with the project. Copies must be inserted at the end of the application, in the correct alpha—
numenc order and labeled as Attachment C, Economic Feasibility-10.

Audited financials and cash are held at the corporate level, therefore, please see the attached most recent
audited financials for Methodist Healthcare. Also, a balance sheet and income statement for the period
ending December 31, 2015 for Methodist Le Bonheur Healthcare are included. See Attachment C:
Economic Feasibility (10).

Describe all alternatives to this project which were considered and discuss the advantages and
disadvantages of each alternative including but not limited to:

a. A discussion regarding the availability of less costly, more effective, and/or more efficient
alternative methods of providing the benefits intended by the proposal. If development of such
alternatives is not practicable, the applicant should justify why not; including reasons as to why
they were rejected.
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. The applicant should document that consideration has been given to alternatives to new
construction, e.g., modernization or sharing arrangements. It should be documented that superior

alternatives have been implemented to the maximum extent practicable,
Response to a. and b. above:

Methodist Healthcare evaluated the health care services, community benefits, and cost effectiveness of
construction alternatives during the planning of the project. One option was to renovate existing patient
care floors and support areas. The age and condition of the existing hospital buildings are not optimal
for in-place renovations. As previously mentioned in the application, the outdated buildings present
renovation challenges with the spacing and the floor-to-ceiling heights for twenty-first century
healthcare and technology.

DIAGRAM 5
: METHODIST UNIVERSITY HOSPITAL _
COLOR CODED BUILDING CONDITION ASSESSMENT R! SULTS

e

Additionally, Methodist University’s presence in high priority programs requires improving adjacencies
and addressing inadequate and inefficient space and equipment, both on the inpatient and outpatient side.
This alternative could not solve those problems with existing buildings. The campus plan assessment
reveals the most viable option is to renovate and modernize the facility as proposed in this application.
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- CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE

1. List all existing health care providers (e.g., hospitals, nursing homes, home care organizations, etc.),
managed care organizations, alliances, and/or networks with which the applicant currently has or plans
to have contractual and/or working relationships, e.g., transfer agreements, contractual agreements for
health services.

Methodlst Healthcare has working relatlonshlps with the followmg physician groups:
The West Clinic :

UT Medical Group, Inc.

UT Le Bonheur Pediatric Specialists

Campbell Clinic Orthopaedics

Pediatric Anesthesiologists PA

Pediatric Emergency Specialists PC

Semmes-Murphey Neurologic'and Spine Institute

Methodist Primary and Specialty Care Groups (See Attachment A4 for Orgamzatlonal Chart)

The Methodist Healthcare-Memphis Hospitals’ license mcludes five hospltals
e Methodist Healthcare-University Hospital

Methodist Healthcare-South Hospital

Methodist Healthcare-North Hospital :

Methodist Healthcare-Le Bonheur Germantown Hospltal

Le Bonheur Children's Hospital

Additionally, : Methodist Healthcare owns énd operates Methodist Alliance Services, a comprehensive home
care company, and a wide array of other ambulatory services such as minor medical and urgent cdre centers, -
outpatient diagnostic centers and ambulatory surgery centers. ' : ; :

Methodist Healthcare is part of the University Medical Center Alliance which also includes the University of
Tennessee and the Memphis Reglonal Medical Center (The Med). The goal of this council is to support the
quality of care, patient safety and efficiency across all three institutions. . :

Thefe are also agreements with_ the Mid-Sotlth Tissut: Bank, the Mid-South Transplant Foﬁndation, and
PhyAmerica.

A list of managed care contracts is attached in Attachment C: Orderly Development (1).

2. Describe the positive and/or negative effects of the 'proposal on the health ;care system. Please be sureto .
discuss any instances of duplication or competition arising from your proposal including a description of
the effect the proposal will have on the utilization rates of existing providers in the service area of the
project.

The proposed project will have a positive impact on the Shelby County hiealth care community. The project’
does not propose to increase the applicant’s market share.. The project is for renovation and modernization to
the campus to improve patient flow, efficiencies, and patient satisfaction. 5

3. Provide the current and/or antlclpated staffing pattern for all employees providing patlent care for the
project. This can be reported using FTEs for these positions. Additionally, please compare the clinical
staff salaries in the proposal to prevailing wage patterns in the service area as published by the
Tennessee Department of Labor & Workforce Development_ and/or other documented sources,

The project will not require the addition of FTEs. There will be no chan(ger in staffing patterris.
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Discuss the availability of and accessibility to-human resources required by the proposal, including
adequate professional staff, as per the Department of Health, the Department of Mental Health and
Developmental Dlsabllltl&ﬂ, and/or the DIVISIOII of Mental Retardation Services llcensmg requlrements

The prcuect will not require the addltlon of FTEs. There will be no change in staffing patterns.

Verify that the applicant has reviewed and understands all licensing certification as required by the
State of Tennessee for medical/clinical staff. These include, without limitation, regulations concerning
physician supervision, credentialing, admission privileges, quality assurance policies and programs,
utilization review policies and programs, record keeping, and staff educatmn. —

The applicant so verifies. Methodist University Hospital reviewed and meets all the State requlrements for
physician superv1sxon, credentialing, admission privileges, and quality assurance policies and programs,
utilization review policies and programs, record keeping and staff education. . L

Discuss your health care institution’s participation in the tr:umng of students in the areas of medlcme,
nursing, soc:al work, ete. (e.g., intemstups, residencies, etc.).

Methodist Healthcare has clinical afﬁhatlon agreements with multiple colleges mcludmg over twenty for
nursing, thirty for rehabilitation service professionals (physical therapy, speech therapy, and audiology), three
for pharmacy, and almost twenty for other allied health professionals including paramedics, laboratory,
respiratory theraPy, radiation therapy technicians, There are approx1mately 1400 students annually
participating in these programs.

Methodist participates very heavily in the training of students from various medical disciplines. Since
relationships exist with most of the schools in Memphis, most of the students have alsobeen trained
academically in this region. The thrée primary disciplines that participate in the training of students at
Methodist are medicine, nursing and psychosocial services.:

In the area of medicine, there are many different specialties represented in the interns and residents who train
at Methodist — there are more than twenty different specialties. Likewise, since there are several nursing "
schools in the area, Methodist is very active in the training of future nurses. These nurses come from several
types of programs, which include Bachelor’s Degrees, Associate Degrees, Licensed Practical Nurse programs
and Diploma programs. Methodist participates in training of students from the following schools:

Methodist Healthcare University of Tennessee
University of Memphis B R - Northwest Mississippi Jr. College
Baptist Health System Regional Medical Center
Southwest Tennessee Community College . Tennessee Centers of Technology

(a) Please verify, as applicable, that the applicant has reviewed and understands-the

licensure requirements of the Department of Health, the Department of Mental Health and
Developmental Disabilities, the Division of Mental Retardation Services, and/or any applicable
Medicare requirements.

Methodist University. Hospital has reviewed these, and meets all appliéai:le requirements of the
Department of Health. Other departments are not involved with this facility.

(b) Provide the name of the entity from which the applicant las received or will receive licensure,
certification, and/or accreditation.

49



10‘

85
Licensure:
The general hospital license held by Methodist Healthcare-Memphis Hospitals d/b/a Methodist

University Hospital is from the Tennessee Deparlment of Health., Board for Llcensmg Health Care
Facilities.

Accredntntlon ‘ B

-~ The accredltatlon agency for Methodist University Hospital is the Joint Comm1s51on on Accreditation
. of Healthcare Organizations (JCAHO), from whom the hospltal has full accreditation.

() If an existing institution, please describe the current standing with any licensing, certlfymg, or
accrediting agency. Provide a copy of the current license of the facility. :

Methodist University Hospital is in good standing with the Department of Health, the Healthcare F aclllty
Licensing Board, and JCAHO. (See Attachment C: Orderly Development (7)(c))

(d) For existing licensed providers, document that all deficiencies (if any) cited in the last licensure
certification and inspection have been addressed through an approved plan of correction. Please
include a copy of'the most recent llcensure/eemﬁcatmn inspection with an approved plan of
correction, ; 4

Documentation regarding deficiencies and approved plan of correction in our licensure is attached. See
Attachment C: Orderly Development (7)(d)(1) and C: Orderly I)evelopment (N(d)(2). ’

Document and explain any final orders or ]udgments entered in any state or country by a lleensmg
agency or court against professional licenses held by the applicant or any entities or persons with more -
than a 5% ownership interest in the applicant. Sich information is to be provided for licenses
regardless of whether such license is currently lleld

None

Identify and explaxn any final civil or criminal judgments for fraud or theft agaunst any person or entlty
with more than a 5% ownershlp interest in the prolect. Sk :

None -

If the proposal is approved, please discuss whether the applicant will provide the Tennessee Health
Services and Development Agency and/or the reviewing agency information concerning the number of
patients treated, the number and type of procedures performed, and other data as required.

Should this application be approved, Methodist Umversnty Hospital will provide the Tennessee Health
Services and Development Agency and/or the reviewing agency information concerning the number of patients
treated, the number and type of procedures performed, and other data as required.

PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of intent appeared with the mast and dateline
intact or submit a publication affidavit from the newspaper as proof of the publication of the letter of intent.

The full page of the Commercial Appeal newspaper in which the Notice of Intent appeared is attached as
Attachment C: Proof of Publication.

50



= 8,6
DEVELOPMENT SCHEDULE

Tennessee Code Annotated § 68-11-1609(c) provides that a Certificate of Need is valid for a period not to
exceed three (3) years (for hospital projects) or two (2) years (for all other projects) from the date of its
issuance and after such time shall expire; provided, that the Agency may, in granting the Certificate of
Need, allow longer periods of validity for Certificates of Need for good cause shown. Subsequent to granting
the Certificate of Need, the Agency may extend a Certificate of Need for a period upon application and good
cause shown, accompanied by a non-refundable reasonable filing fee, as prescribed by rule. A Certificate of
Need which has been extended shall expire at the end of the extended time period. The decision whether fo
grant such an extension is within the sole discretion of the Agency, and is not subject to review,
reconsideration, or appeal.

1. Please complete the Project Completion Forecast Chart on the next page. If the project will be
completed in multiple phases, please identify the anticipated completion date for each phase.

See the Project Completion Forecast Chart on the following page. The applicant anticipates that the project
will be fully completed by November 2019 which is beyond the standard time allowed, i.e. three years from
the date of receiving the CON, There will be fhree phases of this project. The first includes the new
construction of the patient tower and ambulatory building. This phase is proposed to be complete by
December 2018 with the newly constructed beds and services in operation January2019. The further
renovation of the existing buildings will not be complete until May 2019 and the demolition will not be
complete until November 2019, - j =

2. If the response to the preceding question indicates that il::'e applicant does not ¢ anm_:ipate co}ry;{ed_ng the
project within the period of validity as defined in the preceding paragraph, please state below any request
for an extended schedule and document the “good cause” for such an extension,

As noted above the ‘constru_ction of the new patient tower and ambulatory building s 'well as the renovations of
existing buildings is scheduled to be complete by May 2019 which would fall within the three year timeframe,
yet the demolition and final phases will continue through the end of the year.

The extendsd’éghédule is in part due to the following: '
¢ The new patient tower spans an sctive road"
e The'new patienttower will connect to existing facilities at several locations

B , b Q’ W ] -
* "The site is not a greenfield site yet is an onsite modernization project in a busy campus
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PROJECT COMPLETION FORECAST CHART

Enter the Agency projected Initial Decision date, as published in T.C.A. § 68 -11-1609(c): June 2016

Assuming the CON approval becomes the final agency action on that date; indicate the number of days from the
above agency decision date to each phase of the completion forecast. ’

Anticipated Date
Phase DAYS (MONTH/YEAR)
REQUIRED
1. Architectural and engineering contract signed - June 2016
2. Construction documents approved by the Tennessee
Department of Health 180 November 2016
3. Construction contract signed . 180 November 2016
4. Building permit secured 180 November 2016
5. Site preparation completed ) 210 December 2016
6. Building construction commenced 210 December 2016
7. Construction 40% complete 470 September 2017
8. Construction 80% complete 810 August 2018
9. Construction 100% complete (approved for occupancy) New 930 December 2018
Renov 1080 May 2019
Demo 1260 November 2019
10. *Issuance of license New 960 January 2019
11. *Initiation of service New 960 January 2019
12. Final Architectural Certification of Payment 1320 January 2020
. 13. Final Project Report Form (HF0055) 1350 February 2020

* For projects that do NOT involve construction or renovation: Please complete items
10 and 11 only.

Note: If litigation occurs, the completion forecast will be adjusted at the time of the final
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B: I1I (A) Plot Plan

127



SAUOY ¥3'Y = INBRJOTAARA JO VaUY




90

B: III (B)
Road Maps and Publlc Transportatmn Route
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B: IV Floor Plans
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C: Need (3) Service Area Maps
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~ C: Economic Feasibility (1) (d)
Documentation of Construction Cost Estimate
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SUPPLEMENTAL #1
108 ~ February 25, 2016 ’
406 pm

Turner

January 17, 2016

Turner Construction Company
5300 Virginia Way

Brentwood, TN 37027

phone: 615-231-6300

fax: 615-231-6301

Methodist University Hospital
Attn: Mr. Richard Kelley

1265 Union Ave

Memphis, TN 38104

RE: MUH Campus Master Plan - Estimate
Methodist University Hospital

To Whom. It May. Concern:

We have prepared a current cost estimate on the Methodist University Hospital located in Memphis, TN.
We have reviewed the program and believe that this representation of the scope for this project based
on current market conditions, historical data, and schematic architect’s documents at this stage will be
sufficient for this project. Turner Construction as the Nation’s largest Healthcare builder has completed
hundreds of projects similarin scope. We have used this historic cost database as a basic of our estimate.
Some Tennessee projects that we have used for comparison are the Cookeville Regional Medical Center
new patient tower and Vanderbilt Children’s Hospital expansion schedule to start this year. We have also
looked at 5 other project that are similar in size and scope that we have completed in the last 5 years
across the United States, We have included escalation based on our experience and what the market is
forecasting until this project begins. The following is our estimated cost:

Sitework - $4,850,000
Building Demolition — $1,900,000
Building Construction - $172,150,000

The above includes 3% escalation until the project begins construction.

Working with HKS Inc., this facility will be designed and built to 2009 International Building Code plus
City of Memphis and Shelby County amendments as well as 2010 AIA Guidelines for Design and
Construction of Health Care Facilities.

Should you have any questions or need any clarifications regarding this information above, please feel
free to contact me.

Sincerely,

Andy Davis

Project Executive
Turner Construction

CC: Chuck Lane (MUH), Marty Keith (MUH), Dave Rosenbaum (MLH), Tom Briggs (HKS)

Building the Future
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C: Economic Feasibility
Project Cost Charts
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Equipment >$50,000

iMRI systems

Linear Accelerator

Optimize Hybrid OR Imaging
Skytron Surgical Lighting System
Maclab Hybrid OR .
Hyrbid Suite

Injector

Navigation System Allocation
Chemistry Analyzer
Hemotology Analyzers
Automated DNA Extractor
PCR Equipment Allocation
Blood Irradiator

R&F Room

Phamacy Carousel
Automated Chemistry Line
Automated Hemotology Line
Immunoassay Analyzer
Serology-Analyzer
Electrophoresis Analyzer
Cellavision Analyzer
-Coagulation Analyzer

Flow Cytometer

ystems-Su

Anaerobic Chamber
Urine.Analyzer

Dispensor, Medication
Centralized RO

Critical Care Patient Bed
Perfusion Pumps

OR Integration System Allocation
Video Tower Allocation

MRI Contrast Injector

Stress Test Tréadmill

Hot Lab Hood

Blood Culture Analyzer

110

Equipment
Qty Unit Cost Cost
1 3,959,767 3,959,767
1 2,636,000 2,636,000
1 1,972,443 1,972,443
1 135,910 135,910
1 229,494 229,494
1 230,000 230,000
1 25,000 25,000
1 500,000 500,000
2 500,000 1,000,000
2 500,000 1,000,000
2 500,000 1,000,000
2 500,000 1,000,000
1 500,000 500,000
2 350,000 ~* 700,000
3 250,000 750,000
1 250,000 250,000,
1 250,000 250,000
2. 250,000 500,000
2 250,000 500,000
2 250,000 500,000
1 250,000 250,000
2 250,000 500,000
2 250,000 500,000
1 150,000 150,000
2 100,000 200,000
10 80,000 800,000
1 60,000 60,000
30 55,000 1,650,000
6 50,000 300,000
20 50,000 1,000,000
15 50,000 750,000
2 50,000 100,000
1 50,000 50,000
2 50,000 100,000
8 50,000 400,000

158

$ 24,598,614
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C: Economic Feasibility (2)
Documentation of Availability of Funding
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112 SUPPLEMENTAL #1
February 25, 2016
406 pm

m Methodist

Le Bonheur Healthcare |

February 19, 2016

Melanie Hill Lo B

Executive Director -~ -

Tennessee Health Services and Development Agency
Andrew Jackson Building

502 Deaderick Sfiegt, 9™ Floor

Nashville, TN 37243

Dear Ms. Hill:

This is to certify that Methodist Le Bonheur Healthcare has adequate financial resources -
for the Methodist Healthcare — University Hospital Onsite Replacement and
Modernization project.

~-
U
~

The applicant, Methodist Healthcare-Memphis Hospitals, is a not-for-profit corporation
that operates five Shelby County hospitals under a single license. The applicantis a
wholly-owned subsidiary of a broader parent organization, Methodist Le Bonheur
Healthcare, which is a not-for-profit corporation with ownership and operating interests
in multiple other healthcare facilities of several types in West Tennessee and North
Mississippi.

The capital cost of the project is estimated at $280,000,000. Cash is held at the corporate
level. Methodist Le Bonheur Healthcare has available cash balances to commit to this
project. . ‘

Sincerely,

Chris McLean
Executive Vice President and Chief Financial Officer

1211 Union Avenue:s:Memphis, Tennessee 38104 » www.methodisthealth.org



113

C: Economic Feasibility
Historical Chart

161



/

114

OTHER REVENUE AND EXPENSES

Other Operating Revenue:

Other Expenses:

Other Revenue/Expenses:

Project Data Chart
Other Operating Revenue:

Cafeteria

Drugs

Telephone rental
Vending

Office Rental

Ground Transportation
Fix Wing

Grants

United Way Grants
Mise: Income

Benefits L b
Repairs and: Maintenance -
Professional Fees
Contract Services . -
Accounting/Auditing Fees
Legal/Consulting Fee
Advertising

Dues and Subscriptions
Education/ Travel

Utilities

Insurance

Food services

Laundry Services

Print Shop

Telephone

_ Transcription

Academic Support
Contributions )
License/Accredidations Fees
Postage/Freight
Procurement Card Exp

Capital Campaign Funding
Interest Income
Gain/Loss on Disposal of PPE

Cafeteria

Drugs .
Gift Shap.
Telephone *
Vending

Shared Svc
Tuition/Student Fees
Office Rentals
Parking

340b Program
HealthSouth -
Trauma Fund

Rental income
Transp (ground & fixed wing)
Gamma Khnife
Grants

Other

162
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C: Economic Feasibility
Projected Chart
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C: Economic Feasibility (10)
Financial Statements
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METHODIST LE BONHEUR HEALTHCARE

BALANCE SHEET
UNAUDITED ($000's) CURRENT
DECEMBER, 2015 MONTH
ASSETS:

CURRENT ASSETS:
CASH & TEMPORARY INVESTMENTS:
UNRESTRICTED 968,233
RESTRICTED 22,304
TOTAL CASH & TEMPORARY INVESTMENTS 990,537
ACCOUNTS RECEIVABLE:
PATIENT 825,157
ALLOW FOR DBTFUL ACCTS & CONTR ADJ 608,806
NET PATIENT ACCOUNTS RECEIVABLE 216,351
MEDICARE / MEDICAID PROGRAMS 0
PLEDGE CAMPAIGN : 3,161
OTHER 30,487
TOTAL ACCOUNTS RECEIVABLE 249,999
INVENTORIES 30,548
PREPAID EXP & OTHER CURRENT ASSETS 10,808
ASSETS LIMITED TO USE-CURRENT PORTION 650
TOTAL CURRENT ASSETS 1,282,542
ASSETS LIMIT TO USE-LESS CURR PORTION 36,485
PROPERTY PLANT & EQUIPMENT-NET 932,838
UNAMORTIZED DEBT ISSUE COSTS 10,708
SWAPS MARKET VALUE 0
PLEDGE CAMPAIGN-LONG TERM 4,861
OTHER ASSETS 36,279
TOTAL ASSETS 2,303,713
LIABILITIES AND NET ASSETS:
CURRENT LIABILITIES:
ACCOUNTS PAYABLE 112,508
ACCRUED.PAYROLL & PAYROLL TAXES 30,268
ACCRUED PTO 38,242
ACCRUED SELF INSURANCE COST 15,685
ACCRUED INTEREST 4,452
OTHER ACCRUED EXPENSES 3,618
MEDICARE / MEDICAID PROGRAMS 100
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LONG TERM DEBT-CURRENT PORTION 17,046
TOTAL CURRENT LIABILITIES 222,009
LONG TERM DEBT LESS CURRENT PORTION 651,628
ACCRUED PENSION LIABILITY 112,841
HPL LONG TERM RESERVE 11,210.
SWAPS MARKET VALUE 68,773
OTHER LONG TERM LIABILITIES 4,247
MINORITY INTEREST 2,100
TOTAL LIABILITIES 972,798
NET ASSETS:
UNRESTRICTED 1,305,124
TEMPORARILY RESTRICTED 22,150
PERMANENTLY RESTRICTED 3,641
TOTAL NET ASSETS 1,330,915
TOTAL LIABILITIES AND NET ASSETS 2,303,713
= |
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METHODIST LE BONHEUR HEALTHCARE
INCOME STATEMENT

UNAUDITED ($000's)

DECEMBER, 2015

Revenues

-Gross patient service revenues
Deductions from revenue
Net patient service revenues

Other Operating Revenue
Other Non-Operating Revenue

Total revenues
Expenses

Salaries and benefits
Supplies and other
Depreciation and amortization
Interest—
Other

Total expenses

Net Income

120

$ 6,349,011
4,628,840
1,720,171

136,301
(5,232)

1,851,240

876,744
731,976

106,027
17,185
31,091
1,706,841

$ 144,399
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METHODIST LE BONHEUR HEALTHCARE AND AFFIIJATES
Combmed Financial Statemcnts
 Décember 31, 2014 and 2013
(Wiﬂn Iudependent Audltors Report ’Ihereon)

169
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i B

Trlad Centre Hii

Suite 450

6070 Poplar Avanue
Memphls, TN 38119-3201

Independent Auditors’ Report

The Board of Directors
Methodist Le Bonheur Healthcare:

We have audited the accompanying combined financial statements of Methodist Le Bonheur Healthcare
and Affiliates (the System), which comprise the combined balance sheets as of December 31, 2014 and
2013, and the related combined statements of operations, changasinnetassem,audcashﬂowsforﬂmyeam
then ended, and the related notes to the combined financial statements,

Maquum’s Responsibility for the Financwmm v ,
Management is responsible for the preparation and fair presentation of these combined financial statements
in accordance with U.S, generally accepted accounting principles; this inchudes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of combined financial
statements that are free from material misstatement, whether due to fraud or ecror.

Auditors® Responsiblliey ' — =

An‘audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
combined financial statements, The procedures selected depend on the auditors’ Judgment, including the
assessment of the risks of material misstatement 6f the combined financial statements, whether due to fraud
or emor. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the combined financial statements in order to design audit procedures

We blieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
andit opinion.
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Opinion

In our opinion, the combined financial statements refetred to above present fairly in all material respects,
the financial position of Methodist Le Bonheur Healthcare and Affiliates as of December 31, 2014 and
2013, and the results of their operations and their cash flows for the years then ended in accordance with

U.S. generally accepted accounting principles.

KM P

Memphis, Tennessee
April 30, 2015

1
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METHODIST LE BONHEUR HEALTHCARE AND AFFILIATES

Combined Balance Sheets
December 31, 2014 and 2013-
‘ (In'thousands)
Assets 2014 2013
Current assets:
Cash and cash equivalents $ 130,129 35,310
Investments 780,462 778,974
Assets Iimited as to use — current portion 766 - 962
Net patient accounts receivable 214,034 210,819
Other current assets 61,693 57,374
Total current assets 1,187,084 1,083,439
Assets limited as to use, less current portion 36,897 39,495
Property and equipment, net , 901,383 901,227
Other assets 59,036 60,639
Total assets ' $ 2,184,400 2,084,800
Liabilities and Net Assets
Current liabilities: ‘
Accounts payable . $ 5358 . 65,912
Accrued expenses and other current labilities _ 101,698 93,486
Due to third-party payors 43,629 13,551
- Long-term debt — cun;ent portion 15,464 15,637
_ Total current liabilities - 214,376 188,586
Long-term debt, less current portion 568,599 584,454
Estimated professional and general liability costs 18,511 17,304
Accrued pension cost 118,512 49,328
Other long-term liabilities 73,927 55,694
Total liabilities 993,925 895,366
Net assets:
Unrestricted 1,159,676 1,158,133
Temporarily restricted 24,597 23,103
Permanently restricted 3,704 3,504
Total net assets atiributable to Methodist
Le Bonheur Healthcare 1,187,977 1,184,740
Noncontrolling interests 2,498 4,694
. Total net assets : 1,190,475 1,189,434
Commitments and contingencies
Total liabilities and net assets- b 2,184,400 2,084,800

See accompanying notes to combined financial statements,
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METHODIST LE BONHEUR HEALTHCARE AND AFFILIATES
Combined Statements of Operations
Years ended December 31, 2014 and 2013

| {(In thousands)
2014 2013
Unrestricted revenues and other support: *
Net patient service revenue $ 1,721,566 1,653,966
Provision for uncollectible accounts - (155,629) (154,171)
Net patient service revenue less provision p
for uncollectible accounts 1,565,937 1,499,795
Other revenue ' 87,499 69,719
Net assets released from reshcﬁous used for operanons L 12,154 12,781
Total unrestricted revenues and other support 1,665,590 1,582,295
CN i
Salaries and benefits 817,920 773,371
Supplies and other 661,492 : 634,842
Depreciation and amortization 102,826 89,108
Interest - 26,798 25,874
Total expenses 1,609,036 . 1,523,201
Operating income 56,554 . 59,094
Nonoperating gains (losses): - :
Investment income, net 36,555 40979
Change in fair velue of interest rate swaps (20,524) 33,256
Unrealized gain on trading securities, net 5,653 39,536
Impairment of land {(882) —
Total nonoperating gains, net 20,802 113,771
Revenues, gains and other support in excess of
expenses and losses, before noncontrolling interests 77,356 172,865
Noncontrolling interests (1,548) (1,646)
Revenues, gains and other support in excess of
expenses and losses 75,808 171,219
Other changes in unrestricted net assets:
" Accrued pension cost adjustments (75,385) 133,080
Other - 42
Net assets released ﬁ-om restrictions used for capital purposes 1,120 1,653
Increase in unrestricted net assets $ 1,543 305,994

See accompanying notes to combined financial statements.
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METHODIST LE BONHEUR REALTHCARE AND AFFILIATES
Combined Statements of Chenges in Nt Assets
Years ended December 31, 2014 and 2013
((In thousands)

Temporurily Permanently Noncontrelling

Unrestricted restricted restricted Interests Total
Belances at December 31, 2012 $ 852,139 20,282 3351 4,722 880,494
Revenues, gains and other support in excess of "
expenses and losses . 171,219 —_ — 1,646 172,865
Distributions to minarity sharcholders — —_ — (! 674) (1,674)
ggzmdpuﬁunm ustments 133,080 — - 133,0:2
u b} = o 2
Donor-restricted gifis, grmts, and boquests —_ 16432 153 — 16,585
[nvestment incoms, net —_ 823 — — 823
Net essets released from restrictions used for opermtions . (1%,781) — - (12,781)
Net assets rokeased from restrictions vsed for
capital purposes 1,653 _(1,653) o= - -
Change in net assets 305,994 281 153 028 308940 _
Balances st December 31, 2013 1,158,133 2,003 3,504 4,694 1189434 .
Revenues, gains and othar support in excess of .
and losseg 75808 — t 1,548 77,356
utions to minority shareholders — — — (37449 (3,744)
Accrued pension cogt adjustments _ : (75.385) — — — (75,385)
Donoy-restricted gifts, grunts, and bequests —_ 14,138 200 = 14338
Investment income, net . —_ 630 - — 630
Net assets released from restrictions used for operions - (12,154 — = (12,154)
Not ussots released from restrictions used for
capital purpases 1,120 (1,120) — — ' —
Change in net agsets ¥ 1,543 1,494 200 (2,196) 1,041
Bnlam_a _ut D_ab:nb_aral,?olj 4 $ 1,159,676 24,597 3,704 2,498 1.19@,_215

Seemmpmﬁnsmﬁstocomhincdﬁmdsl:ldm
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METHODIST LE BONHEUR HEALTHCARE AND AFFILIATES

Combined Statements of Cash Flows
Years ended December 31, 2014 and 2013
(In thousands)
2014 2013
Cash flows from operating activities:
Change in net assets $ 1,041 308,940
Adjustments to reconcile change in net assets to net cash provided
by operating activities, net of effects of acquisitions:
Depreciation and amortization | 102,826 89,108
Unrealized and realized gains on trading securities, net (17,856) (56,177)
Change in fair value of interest rate swaps 20,524 (33,256)
Provision for uncollectible accounts 155,629 154,171
Restricted contributions and investment income (993) (1,142)
Equity in net income (loss) of equity investees * 4238 (1,668)
Impairment of land 882 —
Gain on disposal of property and equipment 127y 45
Accrued pension cost adjustments 75,385 (133,080)
Changes in operating assets and liabilities:
Accounts receivable (158,844) (174,888)
Other current assets (4,195) (7,708)
Other assets ' (4,085) . (5,091)
Accounts payable, accrued expenses and due to _
third-party payors 30,559 6,114
Other long-term liabilities, estimated professional and
general liability costs and accrued pension costs (7,285) (22,770)
Net cash provided by operating activities 197,699 122,598
Cash flows from investing activities: o
Capital expenditures (108,093) (166,824)
Proceeds from sales of property and equipment 967 245
Sales of investments and assets limited as to use - 1,283,430 1,422,011
~ Purchases of investments and assets limited as to use (1,264,268) (1,397,359)
Purchase of businesses (624) 2,521)
Net cash used in investing activities (88,588) (144,448)
Cash flows from financing activities:
Proceeds from issuance of long-term debt 423 —
Repayment of long-ferm debt : (15,708) (15,659)
Restricted contributions and investment income 993 1,142
Net cash used in financing activities (14,292) (14,517)
Net increase (decrease) in cash and cash equivalents ., 94,819 (36,367)
Cash and cash equivalents at beginning of year 35,310 71,677
Cash and cash equivalents at end of year $ 130,129 35,310

See accompanying notes to combined financial statements.
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C: Orderly Development (1)
List of Managed Care Contracts
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~C: Orderly Development (7) (d) (1)
TDH Licensure Survey and Plan of Correction
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C: Orderly Development (7) (d) (2)
JCAHO Accreditation and Survey Summary
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1. Section A, Item 9 (Bed Complement)
As noted, the applicant's owner Methodist Healthcare-Memphis Hospitals,
owns five primary hospitals in Shelby Coun?{ that operate under the 1,583 bed
I\g ospitaF

combined license of Methodist University issued by the Tennessee
Department of Health.

Please also 3provide a bed complement table with breakout of beds by service
for the 1,583 total combined licensed beds of Methodist University Hospital.

In your response, please complete the table below.

Please see the charts below for the Methodist Healthcare-Memphis Hospital
licensed and staffed beds by site and by site by service.

Methodist University Hospital-Main and Satellite Campuses.

Hospital Address Distance’ | Licensed | Staffed CON Approved
from Beds  Beds and
Main unimplemented
hospital beds
- -campus _
Methodist 1211-1265 Union Ave ) | 617 L 472 0
University Memphis, TN 38104
Methodist 7691 Poplar Ave 129 | - 309 309 0
Germantown | Germantown, TN 38138 | ) !
-Methodist | 3960 New Covington Pike | — 12.6 =G 929 —— 0
North Mempbhis, TN 38128 . _
Methodist 1300 Wesley Drive 8.2 - 156 143 0
South Memphis, TN 38116 A | (Pl
LeBonheur 848 Adams 1.2 255 250 0
Children’s Memphis, TN 38103/ A%
Total NA 1,583 1,396 0

Methodist University Hospital-Main and Satellite Campuses
Current Licensed and Staffed Beds by Service Type

Licensed/ | Med-Surg [ Med-S urg, | ICU/CCU | .Obstetrics NICU Psych Total
Staffed Beds Adult Peds | (inclpeds) |
Licensed Beds / Staffed Beds
Methodist 511 / 366 0/0 72 /72 0/0 0/0 34/34 617 / 472
University
Methodist 195/ 195 12 /12 32/32 46 / 46 24/ 24 0/0 309 / 309
Germantown
Methodist 210/ 186 0/0 36/ 36 0/0 0/0 0/0 246 / 222
North
Methodist | 120/ 107 0/0 16 / 16 14/ 14 6/6 0/0 156 / 143
South
LeBonheur 0/0 159 /156 | 36/ 34 0/0 60/ 60 0/0 255 / 250
Children’s
Total 1036 / 854 | 171 /168 | 192 / 190 60 / 60 90 / 90 34 /34 1583/1396
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2. Section B, Project Description, Item I (Executive Summar#06 pm
~ The descriR;:Iion of the onsite replacement and modernization project on the
campus of Methodist University ospital is noted.

Please briefly describe the relationship, if any, this project has to other recently
CON approved Methodist Healthcare-Memphis Hospitals projects such as
Methodist University Hospital, CN1208-041A for the replacement and
relocation of the applicant’s ED and the West Cancer Center, C 1311-043A for
the construction of a comprehensive cancer center to be operated as an
outpatient department under the applicant’s license. '

Methodist Le Bonheur Healthcare’s mission is to partner with its medical
staffs and collaborate with its patients and families to be the leader in high
quality, cost effective healthcare in all sectors of the Greater Memphis-
Shelby County service area. Methodist Healthcare has strategically placed
and maintained hospitals and ambulatory facilities in all quadrants of

' Shelby County as part of that mission, to provide multiple entry points to

~ acute care for communities of varied social and economic characteristics.
Methodist University Hospital is the system’s tertiary academic medical
center located in the center of the service area in downtown Memphis. This
campus renovation project and the Methodist University ED project
(CN1208-041A) are both investments in the downtown academic presence.

The projects are related. The proposed project is the next phase of the
master plan for the campus. The new Methodist University ED opened in
September 2014, and ED volumes have increased slightly more than original
rojections. With the increase in volumes, there have also been higher
evels of acuity for patients admitted through the ED which has driven the
need for more critical care beds. Patient flow from the ED to the critical care
units is delayed by the lack of beds. As noted in the application, Methodist
University has experienced a growth in number of patients being held in

the ED as well as an increase in wait times. Again, patient experience
suffers along with the delays and inefficiencies related to lack of capacity.

Methodist University is the core teaching hospital for University of
Tennessee Health Science Center. The hospital’s academic focus offers
highly specialized services for complex diseases, illnesses, and injuries,
develops technology, and carries out research to improve lives. The regional
and national outreach of the academic grograms is shifting the need for
more intensive medical capacity and need for a state-of-the-art facility. ‘The
proposed project converts medical-surgical beds to critical care beds and
addresses other patient flow issues with the relocation and consolidation of
services in the new patient tower.

The West Cancer Center project CN1311-043A is also related to the proposed
project. The integration of cancer care and the process of multidisciplinary
patient care is the most progressive and successive clinical method to fight
cancer for patients. The development of the West Cancer Center sites - this
project in downtown Memphis and the new comprehensive center that just
opened in Germantown - is a continued pursuit by Methodist Le Bonheur

ealthcare to allow patients to fight on at home. The need for patients to
travel or leave home to access clinical trials, state-of-the-art care medicines,
state-of-the-art radiation oncologg care, and true multidisciplinary care will
be eliminated with the integrated cancer projects

The integrated cancer facilities within the new Methodist University
Hospital campus will be complimentary and inte grated with the West
Cancer Center in east Shelby County in Germantown, Tennessee. Patients,
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regardless of geography and or demographics will receiva@@ pame
oncology care throughout the county anc{) surrounding tristate area. Not just
the same care by individual physician providers but t%le same care by the
entire Methodist system. Access will increase for patients all across the
service area.

146

Both sites will have integrated operations and a single patient EMR
slpecialized just for oncology patients. Any new presenting Eyatients will go
through an integrated tumor }J conference board treatment planning process,
and then, if necessary referred to a multidisciplinary clinic where the
patients sees multiple providers in one setting to discuss and set the
oncology treatment plan. This includes; medical, surgical, radiation, and
care support services. The comprehensive delivery of cancer care services
improves the cancer journey for the patient and their family.

In your response, please also. 1pmvide a brief update of, the 2 projects and the
expected date of project completion.

The Methodist University Hospital ED Replacement and Relocation project
(CN1208-041A) was opened September 2014. As noted in the Final Project
Report that was filed July 2015, there were final change orders that
cohtinue;l through May 2015. Please see Attachment 2 for the Final Report
that was filed. 3 45y . i

The West Cancer Center in Germantown, Tennessee., (CN1311-043A)
‘celebrated the %rand opening. of the new comprehensive center on
- November 17, 2015. The integrated services in the new center were opened
for operation in December 2015. There is a final State inspection being
-scheduled for the. last Phase of the renovations. If the State can inspect in
March or April, then final paper work will wrap up in May and June. The
Final Project Report is expected to be filed by ]ul-[;r 2016. .

. Section B, Project Description, Item II.A and ILE ;

Item IL.A - The Square Footage Chart is noted. To complement the description
and chart pertaining to the proposed patient care units in the New Tower as
wglll Ellas lthe location of all inpatient beds on the campus, please complete the
table below. ;
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Hospital Floor | Current Unit Type | Number of # Rooms Proposed Unit 406 pumber of # Rooms
Beds Private, Type Beds Private,
(Licensed Semi-Pvt, (Licensed Semi-Pvt,
/Staffed) Other /Staffed) Other
Thomas 2 M/S Medicine 24 /21 Private Relocate
Thomas 6 M/S Neuro 21/0 Private M/S Neuro 14/0 Private
7 relocate
(6 ICU &1 M/S)
Thomas 7 M/S Surgiéal 22/0 Private . Relocate
Convert to ICU
Thomas 8 M/S Respiratory 19/0 Private M/S Respiratory 19/0 Private
Thomas 10 ‘M/S Transplant 15/15 Private Relocate
Thomas 11 M/S Renal 18 /18 Private Relocate
Thomas 13 M/S Medicine 21 /21 Private Relocate
East 2 M/S Surgical 14/0 Private | M/S Surgical 14/ 0 Private
East 4 ICU Medicine 8/8 Private Relocate Private
East 5 M/S 18/0 Private M/S 18/0 Private
East 6 M/S Neuro Stroke 20/0 Private M/S Neuro Stroke 20/ 0 Private
-Bast 7 ICU Transplant 8/8 Private ( Relocate
East 9 M/S General 20/0 Private M/S General " 20/0 Private
East 10 M/S Transplant 20/ 16 Private Relocate
Crews 2 M/S Cancer 23 /23 Private Relocate
Crews 4 M/S Cancer 10/ 10 Private Relocate
Crews 4 M/S Cancer 12 /12 Private Relocate ;
Crews 8 Psych 4/34 Private | Thomas 12 & 13 34 Private
| Sherard 2 ICU-CV 16 / 16 Private ' ' Relocate "
Tower 4 ICU Medicine 16 / 16 Private ICU Medicine 16 /.16 Private
Tower 4 ICU Surgical 8/8 Private ICU Surgical 8/8 Private
Towet 4 ICU Neuro 16 / 16 Private ICU Neuro - 16 /16 Private
Tower 5 M/S Cardiac - 48 / 48 Private M/S Cardiac -, - 48 /48 Private
Tower:6 M/S Cardiac/Gen 48 / 46 Private ‘| M/S Cardiac/Gen 48 /46 Private
Tower7 . M/S Cardiac 46 / 46 Private M/S Cardiac ,46 /46 Private
Tower 8 M/S Medicine 48 /46 Private M/S Medicine 48 /46 Private
Tower 9 M/S Neuro 44 / 44 Private M/S Neuro 44 /24 Private
New Tower 5° | ICU New . 30/30 Private
New Tower 6 | ICU ° New 30 /30 Private
New Tower7 | M/S New 36 /36 Private
New Tower 8 | M/S New 36 /36 Brivate
New Tower 9 | M/S New 36 /36 Private
New Tower 10 | M/S New 36 /36 Private
Total 617/472 617/ 488

*HSDA staff was unsure whether or not Security Hold Rooms ‘are included in the project? Please

confirm. .

With respeét_’ to the design of the patient rooms, what is the AIA recommended
and how does it compare to existing room

patient room size for the hospi

sizes of the hospital?

The AIA recommended patient room size is 325 square feet (sf). The patient

rooms on the current Methodist Universi

i

sf. The Froposed new patient tower wil

300-325 s

campus range from 180 sf to 250
consist of larger rooms between

Based on the SF Chart and comments on 'page 8 regarding areas to be
renovated, it appears 10% of the 470,000 total SF construction project involve
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renovations to existing areas. Please briefly summarized6 pmtifying the
areas to be renovated and overriding rationale for same.

Methodist University proposes to relocate the majority of direct patient care
services including nursing units from the oldest buildings on campus -
Thomas, East and Sherard - to the new patient tower. The master plan
identified the need to vacate this space in the older buildings and retain it
for future growth for academic and research functions. As plans are
developed, Methodist will submit all requests for CON approval if needed.

There are a few floors in these buildings which will be renovated as part of
this project including the space for the relocation of Psych beds to 12 and 13
Thomas (22,000 sf) from Crews ~ which is slated to be demolished. The Lab
will also be relocated to 3 Sherard in renovated space (16,500 sf). Then there
is 10,500 sf of space needed for administrative/support functions which are
relocating to 10 Thomas., - . |

The applicant states on page 8 that the older buildings will be recycled and
refurbished for patient education, resident education, support services and
administrative functions. In addition to buildings that will be demolished, are

there any older buildings that will be vacated and reserved for future plans?
Please clarify. - :

“The next.response will cover both questions.

If this cf)f'ojecl: were dpproved and a CON a&pﬁcaﬁon was subse‘q"uentiy filed
for additional beds at a later date, based on the design of the proposed facility,
how disruptive would future expansion be to the operations of the facility? = -

As discussed in the application, Methodist assessed the physical condition of
each building on the main campus as part of the master planning process.
The assessment included the evaluation of structural, mechanical, and
electrical components as well as the age, presence of asbestos and overall
functionality. The physical plant alone warrants the need-for the project.

In this view which was included in the application, the assessment of the
building conditions shows the two prime corners on Union Avenue are
occupied by the lowest ranking buildings, Thomas and Crews. Long term
Elans call for future campus development to focus on the anchoring

uildings. This project relocates direct patient care to the anchorin
buildings and the new patient tower to modernize the campus and establis
a sustainable foundation for the system’s academic medical center,
Methodist University Hospital. : =~
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This additional image shows potential plans for ambulad@l§ gmwth on the
west side of the campus across from the main and ED entrances (shown in
red box) as well as a viable site for another patient tower parallel to the new
patient tower proposed with this project. The oldest buildings on the east
side of campus (highlighted with the large blue box) are marked as a
redevelopment zone. The master plans were designed to minimize
disruption to patient care and facility operations while planning for
sustainability. These are longer term options which will follow CON
guidelines and requirements as needed.

NearTermAm

Item ILE (Major Medical Equipment)

Number of Existing units before and after pr%iect completion (l.af - In addition
to the detailed description on pages 14 and 15, please also briefly summarize
the changes to the applicant’s %/LRI, and ‘Linear Accelerator and PET/CT
equipment inventory by identl?ling the number of units as of 02/01/2016 and

%t roject completion (Year 1 of project). Please show the inventory in the table
elow. :
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Methodist University Hospital Major Medical Equipment Inventory
Medical Methodist Methodist Methodist Methodist LeBonheur
Equipment Units University Germantown North South Children’s
' Now | Yearl | Now | Yearl | Now | Yearl | Now | Yearl | Now | Yearl
Linear Accelerator 2 3 0 0 0 0 0 0 0 0
MRI 3 4 2 2 2 2 1 1 3 4
PET/CT? 0 1 0 0 0 0 0 0 0 0
Total 5 8 2 2 2 2 1 1 3 4

!Le Bonheur Children’s Hospital has two MRIs and one iMRI for a total of three at the hospital
campus downtown. The Le Bonheur Outpatient Center (CN1311-042A) which will be an outpatient
department of the hospital is expected to open in 2016 with an approved MRI for pediatric scans. This
center is over 10 miles away from campus.in the eastern part of the county.

Methodist University is proposing to add an iMRI to the existing service line for use in the OR.
2 The Methodist hospital-based PET/CT is currently located in the West Clinic on Union Avenue. The
unit at West Clinic on Union will relocate to the Methodist University Campus. See the additional
chart below for West Cancer Center below to clarify =~ = : - '

*Note: for each hospital, please identify #Existing/#tat Completion)

The fhm_far..Weat- Cancer Center equipment is also included since this is all
Methodist hospital-based equipment. : : :

==y

3

¥ "-Mé'c:li:cal :

: West Cancer | West Clinic
Equipment Units Center . Downtown
' ST ‘Germantown | (Union Ave)
, e Now . | Yearl | Now | Yearl
MRI 1 1 0 0 2
Dz Ty SRR | WS [T 1T A T3 B I e
Jotals N e g Sl g Joiigeb P g LT e A
The PET/CT at West on Union will relocate Methodist
University as part of this project. : ; :

Medical Equipment Purchase Costs (3) ~ The table showing the vendor quotes
for the base cost of the units with service agreement costs is noted. Review of
the documentation in the attachment revealed that none of the quotes will be
effective on the hearing of the application by the HSDA Board Members in
May 2016. Please revise or PI‘OViJE’! an addenc{um to extend the effective dates
through May 2016. a 3T

Additionally, there appears to be no documentation that confirms the quotes
for the service agreement costs of the 3.0 Tesla MRI unit and the Elekta
Radiation Therapy unit. Please document in the form of an addendum to the
quotes or a letter from the vendors that identifies the term and cost of the
service agreements.

Please see the revised chart from the filed application below for reference.
Please see Attachment 3A for revised quotes from vendors with extended
effective dates and service agreements for supporting documentation.

Also, please note that as Methodist works with vendors to negotiate prices
that costs may decrease. This is already the case for the Linear Accelerator.
See revised pages and schedules due to the reduction in vendor price from
$2,636,000 to $2,400,000. See Attachment 3B for the revised pages for the
filed application. Project costs remain the same since these are estimates for
major moveable equipment and the savings will be equipment contingency.



SUPPLEMENTAL #1

151 February 25, 2016
Equipment Type . Equipment Maintenance ‘i%glm!)'s-t
(4 years)
iMRI $ 3,959,767 $ 705,180 $ 4,664,947
Linear Accelérator $ 2,400,000 $ 950,727 $ 3,350,727
Hybrid Operating Room $ 1,972,443 $ 375,300 $2,347,743

4. Section C, Need, Item 1 (Project Specific Criteria)
The responses to the criteria for the PET unit that will be relocated as a part of
the project are noted. However, since the applicant plans to add an MRI unit
and a radiation therapy unit that will increase the mventory of same in the
service area, HSDA staff requests that responses to the criteria for MRI and
Radiation Therapy be submitted as a part of the application. All current
Elg'eit sptle)ci.ﬁc criteria adopted in the State Health Plan may be found on the
website.

Please see Attachments 4A and 4B for the MRI and Radiation Therapy
Criteria and responses.

5. Section C, Need, Item 3 and 4.B

Item 3 - The applicant’s multi-state service area is noted. Please illustrate the

patient origin for the most recent 12-month calendar year period by

completing the table below. ' '

2015 As a % of
2016 Patient | total patient .

Service Area County Population Days - days Cumulative %
Shelby 949,178 - 79,561 64.6% 64.6%
Tipton 65,680 1,903 1.5% 66.1%
Fayette 42,805 864 0.7% 66.8%
Lauderdale 27,188 461 0.5% 67.3%
Hardeman 26,164 406 0.5% 67.8%
Haywood 18,019 280 0.4% 68.2%
Dyer 38,301 609 0.3% 68.5%
Madison 100,337 598 0.2% 68.7%
Other TN Counties . 2,476 2.0% 70.7%
Sub-total - Tennessee 87,158 70.7% 70.7%
Sub-Total-Other States 36,063 29.3% 100.0%
Total 123,221 100.0%
Source: 2016 Population data from Départment of Health for Tennessee counties in the
service area and internal Methodist data

Item 4B - please identify the incidence rates for heart disease and cancer in the
TN Counties noted in the table above.

One of the major priorities of this project is to consolidate currently disjointed
clinical services so as to provide an even higher standard of care for our patients.
Cancer services, in particular, will be augmented by the establishment of a West
Cancer Center on the Methodist University campus. This will be of tremendous
benefit to our service area, where the need for cancer services is very evident. In
regards to the Tennessee counties within this service area, most counties have an
“All Cancers” incidence rate higher than both the state and national averages.



SUPPLEMENTAL #1

2 February 25, 2016
Moreover, with the exception of one county, all of these coun¥@6h praa racial
disparity in terms of cancer mortality, where black patients are dying at much
higher rates than white patients. The Methodist University campus is located in
an area where racial minorities comprise the majority of the population. Thus
this project will provide unprecedented access to high-quality services, like the
expanded radiation therapy services and the addition of an iMRI, for example,
which will go a long way toward narrowing this racial disparity.

ALL CANCERS INCIDENCE AND DEATH RATES, 2008-2012

METHODIST UNIVERSITY - TENNESSEE SERVICE AREA

Age-Adjusted Incidence Rate ; r
(Cases per 100,000) " 1Age-Adjusted Death Rates
(Deaths per 100,000)

' White Black

All Ages <65 65+ All (including (including

Region : Hispanic) Hispanic)
Dyer County, TN 469.3 220.5 1,704.5 1830 178.6 2344
Fayette County, TN, 4777 262.9 1,913.3 179.5 155.4 260.0
Hardeman County, TN 512.9 251.7 2,060:6 2109 —_1908—. |— 2491
Haywood County, TN 476.7 226.4 2,053.6 197.8 181.9 2229
Lauderdale County, TN 476.2 2524 2,088.2 224:6. 233:5 211.0
Madison County, TN 463.2 226.7 1,866.6 180.1 166.1 222.2
Shelby County, TN 4727 263,6 2,016.1° 204.3 1741 248.9
Tipton County, TN 498.6 243.0 2,154.7 210.3 205.7 235.0
Tennessee 475.3 240.5 2,043.2 11932 189.0 234.6
United States 4658 225.2 20338 | 1712 170.9 202.0

Source: National Cancer Institute - State Cgmér'ljrof;iles 2008-2012
Note: Red highlights denote rates above national rates.

Cardiovascular services and critical services will improve with this project as the
surgical and diagnostic services are expanded and consolidated in the new patient
tower. The prevalence of heart disease in the Medicare populations in the
Tennessee service area is higher than national averages for all but one coun ty.
High blood pressure and obesity are risk factors that influence the high
prevalence of cardiovascular disease. See the charts below.
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HEART DISEASE, HIGH BLOOD PRESSURE AND RISK FAC?ORS
MEDICARE POPULATION, 2012

METHODIST UNIVERSITY - TENNESSEE SERVICE AREA
a1 etz
ot sport hzel 6062% | 33.90%
Dyer County, TN 68.94% ' 35.40%
| Fayette County, TN | 3168% 60.89% 32.60%
Hardeman County, TN | 3584%  6672%  38.80%
T s | oot |
Lauderdale County, TN | 35.04% . 65.94% 38.10%
Madison County, TN © | 34.12% 65.22% 36.50%
Shelby County, TN 27.77% 5842% . 33.20%
Tipton County, TN 33.84% 61.78% 33.50%
Tennessee 29.22% 58.14% 32.10%
United States | 2855%  5549% 27.10%
D_a_ta Source: Centers _for Meciié’a&é and -I\_/Ig;iicaid Services. 2012 LR

" 6. Section C, Need, Item 5 SService Area Provider Utilization - MRI and
Radiation Therapy Services
The inpatient utilization of service area acute care providers is noted. Please
also summarize the utilization of MRI and Radiation Therapy providers by
completing tables for each service similar to the table provided below.
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Provider Summary, Applicant’s TN County Service A6 pm
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MRI Summary
County #Units by Provider Type* 2012 2013 2014 %
Scans Scans* Scans* Change
| ’12-¢14
HOSP 70,173 68,880 69,161 -1.4%
PO 27,064 26,351 26,897 -0.6%
RPO 6,538 6,737 6,505 -0.5%
Shelby (PSA) H-Imaging 3,331 2,688 3,680 10.5%
oDC 2,214 2,563 2,889 30.5%
ASTC/ODC | 1,564 1,287 1,655 5.8%
Shelby County (PSA) _ , 110,884 108,506 110,787 -0.1%
Shelby County Scans per Unit 2,918 2,855 2,841
Shelby County w/o HOSP St Jude 102,147 100,201 102,410 0.3%
Shelby County w/o HOSP St Jude Scans per Unit 3,004 2,863 2,926
HOSP-Fixed 15,536 14,639 13,205 -15.0%
IN Counties in PO 7,626 7,552 3,3647 9.7%
g SA*E(7)* HODC 7,027 — 6491 | 7,090 0.9%
OoDC 6,781 8,835 10,676 57.4%
g HOSP-Mobile © 389 292 314 | -193%
TN Counties (SSA) 37,359 37,809 * 39,649 6.1%
TN Counties Scans per Unit 2,874 2,908 3,050 6.1%
TN Counties w/o HOSP Mobile 36,970 37,517 | 39335 | 6.4%
‘TN Counties w/o HOSP Mobile Scans per Unit - 3,081 3126 | 3278 | 6.4%
Provider Summary, Applicant’s TN County Service Area '
= : ‘Radiation !The_rapim:m'r‘A‘i:‘celératur'sﬁmm o TITET i
County #Units by Provider Type* 2012 "2013 [ 2014 %
Scans Scans* Scans* Change
i ’12-14
- HOSP 56,360 51,351 54,584 -3.2%
Shelby (PSA)  isTC 7,610 6,963 4,647 -38.9%
| Shelby County (PSA) 63,970 58,314 59,231 -7.4%
Shelby County Scans per Unit 5,815 5,301 5,385 -7.4%
Shelby County w/o HOSP St Jude 59,365 54,558 54,707 -7.8%
Shelby County w/o HOSP St Jude Scans per Unit 6,596 6,062 6,079 -7.8%
. HOSP 14,985 13,195 - -100.0%
TNSEZ“?;;‘;S " ['HRAD ; 14,175 n/a
RAD 9,338 9,298 6,726 -28.0%
TN Counties (SSA) 24,323 22,493 20,901 -14.1%
TN Counties Scans per Unit 4,865 4,499 4,180 -14.1%

*Note:Provider type can be abbreviated using the following legend: H (hospital); HOPD
(hospital outpatient department); ODC (outpatient diagnostic center); PO (private medical
practice; RPO (radiologist physician office). Please check with Alecia Craighead, Stat I, for
assistance with data available from the HSDA Equipment Registry
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The tables on pages 37 and 38 showing the historical and inpatient utilization of

the hospital are noted. Since completion of the replacement ED approved in

CN1208-041A, please include the historical & projected utilization of E?[?visits for

the periods indicated in the response (2013 through 2020). In your response,
lease briefly identify the percentage of total admissions generated through the
mergencl'ir1 epartment for the hospital’s most recent calendar year period and

Year 1 of the project.

155

Please see the historical and projected ED visits below. Currently,
approximately 89% of total admissions are generated through the ED.

Proj

Actual | Actual | Actual | Actual |88
JAR | JAR | JAR | ¥/s |8 2020
2012 | 2013 | 2014 | 2015 |8 Year 2
MUH ED - . ) ;
Visits 60,902 | 62,587 | 64,724 | 66,954 67,354

Please also provide the utilization of the hospital’s MRI, Radiation Therapy
and PET services by completing the table below. = . -

Applicant’s Historical and Projected Utilization

Service 2013 - 2014 . 2015 Y% 2016 |:Yearl | Year2
o - Change |: Projected
' ' ’13-15°
PET-MUH and West 2,665 2,730 2,283 -1,4% 2,317 2,457 2,494
MRI 10,524 11,130 11,100 5.5% 11,297 11,979 12,159
Radiation Therapy-MUH & West 215611 | 24,739 28,201 304% | 31,021 32,920 | 33,578

Source: Tennessee Medical Equipment Registry as of 8/2015 and internal data

Note: The PET in Midtown was relocated and replaced per CN1111-047A from a freestanding Methodist site to the West
Clinic on Union Avenue in Midtown as a Methodist hospital-based service in 2013. The Methodist University and West
volumes-are combined in the chart for simplicity. The PET at the new West Cancer Center was out of service for part of
2015 as it was relocated. Tk B o R ST T . Mt R et & :

The Chartis noted. - '

Line A.6 - The contingency cost calculates to approximately 10.6% of the
construction cost. Please explain the methodology used to determine same.
How does this cost compare to the applicant’s experience with other recently
CON approved projects involving major new construction?

8. Section C, Economic Feasibility, Item 1 (Project Costs Chart)

Contingency costs are calculated in this project as they are in prior
applications at approximately 10% of a combined total of construction and
site preparation costs ~ this project is 10.2% based on consttuction estimates.
Experience has shown that 10% is a reasonable construction contingency.

Line A.8 - As requeésted previously, please identify the amounts included in
for the PET and MRI service maintenance costs and document with a valid
vendor quote:. i A ) "

See Attachment 3A for Vendor quotes and setvice agreements.
The total cost before CON filing fee appears to calculate to $279,955,000 in lieu

of the $275,955,000 shown in the chart. Please recheck the total provided. If in
error, please revise and submit as replacement page labeled 40-R.
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See Attachment 8A for a revised project cost which will correct the typo for
total cost before the CON filing fee. - ! Co

The January 17, 2016 letter from the construction contractor is noted. Please
identify the name(s) of the primary building and safety codes, AIA guidelines,
etc. that will apply to this type of major hospital construction.

Please see the revised letter as Attachment 8B.

9. Section C, Economic Feasibility, Item 2 (Funding)
The funding from cash reserves by Methodist Healthcare-Memphis Hospitals
with confirmation provided in the February 10, 2016 letter from Mr. McLean,
Executive Vice President and CFO is noted. Review of the unaudited Balance
Sheet for December 2015 revealed a balance in cash and temporary
investments of $990,537,000. Based on funding by the parent organization for
recent CON approved projects since 2012 totaling approximately $120 million,
_are cash reserves sufficient to support the propu:)seclP {280 million project going
forward? Please briefly discuss. :
Cash reserves are sufficient to support the proposed project. The $120M is
made up of four projects, one of which is the Methodist University ED
" Relocation and Renovation project that has been fully funded. The
remaining three pt%l::cts, totaling nearly $90M have been 65% funded, with :
$30M remaining. There will be an excess of over $960M in cash reserves
upon completion'of the projects which is sufficient to absorb the proposed
project. ' '

10. Section C Economic Feasibility Item 4 ( Historical and Projected Data.
Charts) - Mgl L s s e e e
Historical Data Chart - The chart for Methodist LeBonheur Healthcare appears
to apply to the applicant’s owner,.Methodist Healthcare-Memphis Hospitals.
Please clarify. b

' The Historical Data Chart in the filed application is Methodist Le Bonheur
Healthcare. In review of the filed application, the applicant is refiling the
funding letter from the CFO to clarify that capital is held at the system or
corporate level which is Methodist Le Bonheur Healthcare, See Attachment
10A for the revised letter.

Review of the chart for _the arent organization revealed a decrease of
approximately 53% from FY 2013 - FY 2015. Please briefly describe the factors

at explain the significant decrease during the most recent 3 year fiscal
period.

The decrease in. Other Reyvenue / Expense is the main factor that caused a
decrease of approximately 53% in net operating income from 2013 to 2015.
This balance includes pension liability, interest income, unrealized
gains/losses, endowments, and other non-operating revenue/expense. The
most significant change was a decrease in the pension liability with similar
decreases in interest income and unrealized gains, These changes are all a
result of interest rate changes as well as a decline in equity market
performance and are not reflective of our healthcare margin. Note the
system healthcare margin saw an increase of 74% from 2013 to 2015.
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Pension Liability $133,080,000 $5,671,000 $127,409,000
Interest Income $80,516,000 $8,304,000 $72,212,000
Unrealized Gain $33,256,000 $1,012,000 $32,244,000
Financial Category . 2013 2015 Change in Healthcare
‘ Margin
Net Operating Revenue $1,577,693,000 $1,856,472,000
Total Operating Expenses $1,499,751,000 $1,720,747,000
Healthcare Margin $77,942,000 $135,725,000 74%

Please provide a Historical Data Chart that illustrates the financial
performance of Methodist University Hospital.

Please see Attachment 10B for the Historical Data Chart.

* Projected Data Chart - Please complete the table below.

Historical and Projected Financial Performance

Financial Measure: . 2015* Year 1

! 02019
Adjusted Patient Days . 213,747 223,139
Gross Operating Revenue "$1,869,858,000 $2,301,926,000
Average Gross Charge ' $8,748 $10,316
Net Operating Revenue ; ~ $479,617,000 $551,963,000
Operating Expenses $458,335,000 $556,197,000
Other Revenue $6,206,000 $6,395,000
Net Operating Income $27,488,000 . ($7.,839,000)
Capital Interest $2,213,000 $1,724,000
Net Operating Income (Loss) Less Capital Expenditures $25,275,000 1($9.563,000)
NOI as a % of Gross Operating Revenue _ 1.5% (0.34%)

11. Section C, Economic Feasibility, Item 6.A ‘and 6.B (Charges) and Item 9

(Payor mi_l)%1 ;A

Charges- The room and bed charges for the hospital are noted. Please identify

the average gross charge, average deduction from charges and average net

charge for both the MRI and Radiation Therapy services in Year 1 of the
rlcl)ject. Please also compare the Year 1 projected charges for the services to the
ollowing:

° HSDgA 1st, median & 3t quartile range of charges

o Medicare allowable charges by primary CPT code

Please see current iMRI and Radiation Therapy charges below. There will be no
change to the existing charge structure as a result of this project, yet there will be
normal unrelated rate increases over the next several years. The Medicare
Allowable rates shown below are Payment Rates. The iMRI will be inpatient and

paid as a case rate therefore the rate 18 not shown. o
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INTRAOPERABLE BRAIN MRI 70557
INTRAOPERABLE BRAIN MRI 70550

e b S 7 i
b A s Sl
SBRT TX DELIVERY >=1 LESION W/IMAGEGUID - 77373 | $5616
INTENSITY MODULATED RADIATION TX DLVR SIMPLE 77385 | $2,713
INTENSITY MODULATED RADIATION TX DLVR COMPLEX 77386 $2,714
RADIATION TREATMENT DELIVERY 1 MEV >= SIMPLE 77402 - . $693
RADIATION TREATMENT DELIVERY >=1 MEV INTERMEDIATE 77407 $731
RADIATION TREATMENT DELIVERY >=1 MEV COMPLEX 77412 $725
Based upon the review, the proposed: charges are reasonable and
‘comparable to other facilities in the service area. Methodist University:
Linear Accelerator and MRI charges for 2014 are comparable to similar
acute facilities in the Shelby County market. The linear accelerator
average charge per procedure is between the median and 3t quartile.
The MRI charge per procedure is slightly higher than the 34 quartile.
There will be no impact to the charge structure due to this project
Gross Charges per Procedure/Treatment
; Shelby County Comparisons, 2014
- [ Facility = : MRI- - | -LINAC
Methodist University $3,883 "~ $1,451 |
Baptist Memorial $2,749 — $998
St Francis Memphis $4,883 $1,841°
Gross Charges per Procedure/Treatment
. By Quartiles
YEAR = 2014
Equipment Type 1st Quartile Median 3rd Quartile
Linear Accelerator $914.77 $1,118.02 $1,645.78
MRI $1,632.60 $2,22943 $3,677.84

Source: Medical Equipment Registry - 8/10/2015

Payor Mix ~ The total gross revenue shown in the table is $2,241,498 in Liéu of
the $2,301,926 shown in the Projected Data Chart on page 44. Please clarify. If
in error, please revise the table and submit as replacement page 46-R.

The total gross revenue shown in the chart is gross patient revenue of
$2,241,498. The other operating revenue is not payor related and is therefore
omitted from the payor chart. Please see the charts from the filed
application below.
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Revenue from Services to Patients (in thousands)
Inpatient Services $ 1,281,950
Outpatient Services 879,220
Emergency Services 80,328
Subtotal Patient Revenue $ 2,241,498
Other Operating Revenue 60,428
Gross Operating Revenue 5 2,301,926

2019 Projected Revenue by Payor

Payor Revenue % of Total
(In Thousands) Revenue
Medicare $ 1,109,105 49%
TennCare/Medicaid $ 311,280 14%
Self-Pay $231,762 10%
Commercial/Other $ 589,352 26%
Total $2,241,498 100%

12. Section C, Contribution to the Orderly Development of Health Care, Item 3
(Staffing) '

The response indicates no changes are planned to the hospital’s current
staffing. Please provide a table that illustrates the existing direct patient care,
clinical support, administration and management staffing complement in Full
Time Equivalents for the hospital.

Projected

2016 FTEs
Direct Patient Care 1,836
Support Services 395
Administration/Management 55
Total FTEs 2,286

Will the project favorablﬁr impact growth of the hospital’s physician medical
staff? Please clarify and illustrate by completing the table below.

Methodist Healthcare has over 1800 credentialed physicians on staff. The
state-of-the-art technology and clinical space planned with this project will
favorably impact growth of the medical staff. The planned growth is noted
in the chart below.

There plans to recruit the following specialties by Year 1 as the tertiary,
academic centers are consolidated and expanded. Plus two additional
Oncology Surgeons and two additional Oncologists by Year 2.
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Medical Specialty Year1l

Chief of Cardiology
Cardiologist

: Cardiovascular Surgeon
Cardiac Fellows\
Chief of Pathology
Critical Care Medicine
Transplant Surgeon
Nephrologist
Oncology Surgeon
Oncologist
Genetic Couinselor
Radiation Oncologist
Physicist o,

- Totall

£
~1

ADDITIONAL INFORMA'I;!QN'FROM APPLICANT:

Please see Letters of Support for the project in Attachment 13
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'METHODIST UNIVERSITY
CN1208-041A

‘ED REPLACEMENT AND RELOCATION
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TENNESSEE HEALTH SERVICES AND DEVELOPMENT AGENCY

FINAL PROJECT REPORT
Please TYPE or PRINT legibly. Cerhﬂcq'fe of Need No,ICN1208-041 I
Project Name: [Methodist University. Hospital - Replacée. Emergency Department . =r

Owner Methodist: Healthcare = Memphis Hospitals. .. - Conlacl:lcal'ol Weidenhoffer-. -
Descripfion Jmphumrni ofan o isthorlat umvem:y Hoepital cempds Comtrud 03,000, omew shaca ammiwm 15,2006 armu ‘and mpuoe CFunh,

Total Bed Complement Before Addition [N!A-,:'-_ ¥ e
Total Bed Complement R T S A :I
What was the Final Completion Date (opened for public use'-)e |3.9'pfernbér:20'1'4‘-'-- ]
Was the project completed as certified? [ZIvES [CINo -
_ { If n01 dascﬁbe any changes. deleﬂons, dndlc)r qddmons on qddlﬂonal sheels.) :
- Al L i3 e LB TG f’z-@ﬁg‘maj i AT
ACTORS < 2 i Cast pmjecmnﬁ (. ProjectCost
A.  Construction and equipment acquired by purchase:
1. Architectural and Engincering Fees I§ 1878441 $ 1,813,620 .
2. Legal, Administrative (Excluding CON Filing Fee), Consultant [$ - Bogoo- -] - s . 44150 -
3. Acquisition of Site 2. a0 o T T
4. Preparation of Site [$ 5026250 | |§ 623254 - -
5. Construction Costs $. 20,018,836 - $. 26,490,918 -
6.  Contingency Fund s 27753231 s A
7. Fixed Equipment (Not included in Construction Contract) [s~ o83028"
8. Moveable Equipment (List all equipment over $50,000) $: 1,402,600, |
9. Other (Specify)|Ralocate Doctors and West Occupants . - | 1,200,000 * - i
Subtotal mﬁ-_
B.  Acquisition by gift, donation, or lease:
1. Facility (inclusive of building and land)
2, Building only
3. Land only
4, Equipment (Specify)| -
S. Other(Speciﬁr)l : : A o R T T .
| Subtotal L= } £ -
C.  Financing Costs and Fees;
1. Interim Financing e 2 Tt o " B T
2. Underwriting Costs [ T, weew
3. Reserve for One Year's Debt Servlce P ey .
4 Other (Specify) | S e N T EEEE

- 1 .
Subtota‘l = EMESRTIE T T GRS
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D. Estimated Project Cost (A+B+C) [s 33443985406 puih__30.649,705 -

E. CON Filing Fee Js . as,000 - . s 45000 ]

F. Total Bstimated Project Cost (D&E) [ 233488985. | |§ 30,604705. .
FINAL COSTt § l30694,705- . R FINAL FILING FEE# sIN_f,q O _J

If the final project cost is an ovenun of the estimated project cost, describe in detail all increases in final costs from
those originally projected.

Not Applicable. The project did not have.a cost overrun. - -~ -

For dlarfication: The ED-pened September 2014 biit thefe were final change-orders fhat were part .
of the project that continued through AprilfMay 2015. =~ .- =i oo v o S st R

T, w fi

The Final Filing Fee to be assessed on any cost overrun Is to be coinpu_iéd at the rate cument at the time the
project was cerlified. Below is the outiine of the rates from January 1994 through the present,

January 30, 1994 $2.25/$1,000 .-$45 " $2.25/51,000

through Present Total fliing fee (Inifial plus final) not
to exceed $45,000.

| hereby certify that this information is true to the best of my knowledge, information, and belief, and that
supplemental written notification will be filed with the Tennessee Health Services and Development
Agency in the event of any change in the information given in this report.

Chief Operating Officer Date

HF-0055

Revised 1/05 - All forms prior to this date are obsolete.
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ATTACHMENT 3B
- REVISED EQUIPMENT CHARTS
AND PAGES



SUPPLEMENTAL #1

102 February 25, 2016
406 pm
| Totat |

Equipment > $50,000 Qty| Unit Cost Total Cost| Maintenance | Equipment
iMRI systems 1| 3,959,767 3,959,767 705,180 | 4,664,947
Linear Accelerator | 1] 2,400,000 | 2,400,000 950,727 | 3,350,727
Optimize Hybrid OR Imaging Progran| 1| 1,972,443 | 1,972,443 | 375,300 | 2,347,743
Skytron Surgical Lighting System 1| 135,910 135,910 135,910
Maclab Hybrid OR - 1| 229,494 | 229,494 229,494
Hyrbid Suite 1 230,000 230,000 230,000
Injector 1| 25,000 25,000 o 25,000
Navigation System Allocation 1| 500,000 500,000 500,000
Chemistry Analyzer 2| 500,000 1,000,000 1,000,000
Hemotology Analyzers 2| 500,000 1,000,000 1,000,000
Automated DNA Extractor 2| 500,000 1,000,000 | 1,000,000
PCR Equipment Allocation 2| 500,000 1,000,000 1,000,000
Blood Imadiator 1| 500,000 500,000 500,000
R&F Room 2! 350,000 700,000 700,000
Phammacy Carousel 3| 250,000 750,000 750,000
Automated Chemistry Line 1] = 250,000 250,000 250,000
Automated Hemotology Line 1] 250,000 . 250,000 250,000
Immunoassay Analyzer 2| 250,000 500,000 500,000
Serology Analyzer 2| 250,000 500,000 500,000
Electrophoresis Analyzer 2| 250,000 500,000 500,000
Cellavision Analyzer 1 250,000 250,000 250,000
Coagulation Analyzer 2| 250,000 500,000 500,000
Flow Cytometer 2| 250,000 500,000 500,000
iMRI Systems Surgical Instruments 1] 150,000 150,000 150,000
Anaerobic Chamber 1 150,000 160,000 150,000
Urine Analyzer 2| 100,000 200,000 200,000
Dispensor, Medication 10 80,000 800,000 800,000
Centralized RO 1 60,000 60,000 60,000
Critical Care Patient Bed 30 55,000 1,650,000 1,650,000
Perfusion Pumps B 6| 50,000 300,000 300,000
OR Integration System Allocation 20 50,000 1,000,000 1,000,000
Video Tower Allocation 15 50,000 750,000 750,000
MRI Contrast Injector 2 50,000 100,000 100,000
Stress Test Treadmill 1 50,000 60,000 50,000
Hot Lab Hood 2 50,000 100,000 100,000
Blood Culture Analyzer 8| 50,000 400,000 400,000

24,362,614 2,031,207 | 26,393,821
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Proiect—Speciﬁc Review Criteria: Magnetic Resonance Imaging (MRI) Services

1. Utilization Standards for non-Specialty MRI Units, : .

a. An applicant proposing a -new non-Specialty stationary MRI unit should project a
minimum of at least 2160 MRI procedures in the first year of service, building to a
minimum of 2520 procedures per year by the second year of service, and building to
a minimum of 2880 procedures per year by the third year of service and for every
year thereafter.

The cnterla do not seem approprlate or appllcable 'I‘he project is for an iMRI which is a
special- use MRI that is used in the operating room. A part of this proposal is the
addition of an intraoperative magnetic resonance iraging (iMRI) unit for use in
the neurosurgery operating room. This equipment will be used to assist
neurosurgeons in the resection of brain tumors initially. Without this technology,
MRI testing must be done in the hospital's radiology department post-
operatively. This delayed imaging could identify the further need for surgery
and the patient will Have to undergo a subsequent surgery. iMRI is advanced
‘technology in medicine that bridges the specialties of surgery and radiology.
With this technology, the precision and success of surgical treatment of epilepsy
and brain tumor removal increase. -

Le Bonheur Children’s Hospital, part of the Methodist Healthcare-Memphis Hospitals
currently operates an iMRI. In 2014, they performed 92 iMRIs and 122 last year, Their
experience shows that about 50% of brain tumor resections receive an iMRI scan.
Pro_;ectlons for the project assume 50% of current brain tumor surgeries (322 surgeries)
will receive a scan, MRIs are projected with minimal growth of 1.5% through Year 2 as
are iMRIs from Year 1to Year 22 1 _ ;

TABLE 1
PROJECTED MRI UTILIZATION

_ Year1 Year 2
2013 2014 2015 S s
. WIRL 9,803 10,524 11,130 . 11,813 11,990
Procedures
iIMRI 0 0 0 166 168
Procedures .
iotal 9,803 10,524 11,130 11,079 12,159
Procedures :

b. Providers proposing a new' non-Specialty mohile MRI unit should project a
minimum of at least 360 mobile MRI procedures in: the first year of service per day
of operation per week, building to an annual minimum of 420 procedures per day of
operation per week by the second year of service, and building to a minimum of 480
procedures per day of operation per week by the third year of service and for every
year thereafter

Not applicabl_e; applicant is proposing fixed equipment.



- SUPPLEMENTAL #1

168
February 25, 2016
406 pm

¢. An-exception:to-the standard number of procedures may occur as new or improved
technology and equipment or mew diagnostic applications for MRI units are
developed. An applicant must demonstrate that the proposed unit offers a unique
and necessary technology for the provnsxon of health care services: in the Service
Area ‘ . Grons

: M‘ethod‘ist University hosts a busy surgical brain tumor program performing over
300 annually. With the main goal of brain tumor surgery being to maximize
resection while preserving function, Methodist continues to 1mplement the most
current surglcal assistive technology

Intraoperatlve imaging can provnde the updated mformatlon to maintain accurate
. nayigation during surgery. Currently, the practice to confirm that a complete
resection has been accomplished and to ensure no unrecogmzcd complication has
arisen is to close the surgical field, transfer the patient to ICU and complete an
MRI the following day. If any tumor remains, or there are complications noted,
the neurosurgeon may take the patient back for re-operation. The use of
intraoperative imaging allows this confirmation to be completed prior to closing
of the-original- surgery-and thus avoiding the risk of additional surgery.
As the intraoperative imaging of choice, iMRI affords the possibilify of more
accurate and complete resections while dccreasmg the risk of additional surgery
and complications. While iMRI primarily serves a very unique purpose, patient
population and limited volume, it allows for increased surgical success and
therefore increased length of survival for patients with brain tumors

~~““Justas iMRI is pivotal in brain tumor surgery, it'may also be utilized for epilepsy
surgery, intra-cranial cyst surgery, brain biopsy, catheter placement and intra-
cranial vascular surgery.

d. Mobile MRI units shall not be subject to the need standard in paragraph 1 b if
_ fewer than 150 days of service per year are provided at a given location. However,
the applicant must demonstrate that existing services in the applicant’s service area
are not adeqitate and/or that there are speclal clrcumstances that requlre these
additional services. : . AR

Not applicable; applicant is proposing fixed equipment.

e. IHybrld MRI units. The HSDA may evaluate a CON application for an MRI
“hybrid” Unit (an MRI Unit that is combined/utilized with another medical
~equipment such as a megavoltage radiation therapy-unit or. a positron emissions
tomography unit): basedv on-the prlmary purpéses of the Unit.
BN L B b 55
Not apphcable, apphcant is not proposing: “hybnd” equipment,

Access to MRI Um All apphcants for any proposed new MRI Unit should document
that the proposed location is accessible to approximately 75% of the Service Area’s
population. Applications that include non-Tennessee counties in their proposed Service
Areas should provide evidence of the number of existing MRI units that service the non-
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Tennessee counties and the impact on MRI unit utilization in the non-Tennessee
counties, including the specific location of -those units located in the non-Tennessee
counties, their utilization rates, and their capacity (if that data are available).

This is special-use equipment that will be used for brain tumor surgeries. The 45-minute
drive time does not seem appropriate for such high acuity surgeries.

Yet, as noted in the application, the project primary service area includes Shelby County, TN,
DeSoto County, MS and Crittenden County, AR.

The majority (81%) of the population in the Methodist service area is in Shelby County. See
Table 2 below for the 2015 population analysis by county. Also, please see the drive time
map in Figure 1. The 45-minute drive time radius for the Methodist MRI services at
Methodist University Hospital covers all of Shelby County and:the majority of DeSoto and
Crittenden counties. '

TABLE 2 ;
POPULATION BY COUNTY, 2015
METHODIST SERVICE AREA

Service Area Population % of Total
Shelby, TN 946,637 81%
DeSoto, MS 168,989 15%

Crittenden, AR 48,531 4%
Total 1,164,157 100%
Source: Truven Healthcare Analytics- Market Expert
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3. Economic Efficiencies. All applicants for any proposed new MRI Unit should document
that alternate shared services and lower cost technology applications have been
investigated and found less advantageous in terms of accessibility, availability,

continuity, cost, and quality of care.

Alternate services and technologies were investigated. The current practice of performing the
MRI post-surgery is not optimal. As noted in the response to 1.c. above, the iMRI affords
the possibility of more accurate and complete resections while decreasing the risk of
additional surgery and complications.

‘4. Need Standard for non-Specialty MRI Units. '
A need likely exists for one additional non-Specialty MRI unit in a Service Area when

the combined average utilization of existing MRI service providers is at or above 80%
of the total capacity of 3600 procedures, or 2880 procedures, during the most recent
twelve-month period reflected in the provider medical equipment report maintained by
the HSDA. The total capacity per MRI unit is based upon the following formula:

Stationary MRI Units: 1,20 procedures per hour x twelve hours per day x 5 days per
week x50 weeks per year = 3,600 procedures per year

Mobile MRI Units: Twelve (12) procedures per day x days per week in operation x 50
weeks per year. For each day of operation per week, the optimal efficiency is 480
procedures per year, or 80 percent of the total capacity of 600 procedures per year.
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The combined average utilization of existing fixed MRI units in the service area is 2,770 in
2014. Yet, St. Jude Children’s Research Hospital is an internationally recognized center of
excellence dedicated to research and treatment for children with cancer and other catastrophic
diseases. St. Jude is caring for a unique population of patients. Excluding St. Jude’s volumes
and equipment from the market calculation, the average for MRI volumes per fixed umt is
2,845 in 2014 which is at the threshold.
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TABLE 3
UHLIZATION OF MRI EQUIPMENT 2012-2014
2012 2013 2014
# of # of # of
Proc Units

Baptlst Memorial Hospltal DeSoto

Baptlst Memorlal Hospltal Colllervnlle 1,734 1 1,593 ﬂ 1 1,753 1
Baptist Memorial Hospital - Memphis 11,913 3 11,280 3 10,701 3
Baptist Memorial Hospital - Women N/A N/A 72 1 251 1
Baptist Rehabilitation - Germantown 1,596 1 1,212 1 1,107 1
Delta Medical Center 787 1 674 1 983 1
Le Bonheur Children's Medical Center * 5,289 2 5,260 2 5,340 2
Methodist Healthcare - Germantown Hospital 6,557 2 6,892 2 6,904 2
Methodist Healthcare - South Hospital 4,139 1 4,090 1 3,487 1
Methodist Healthcare-North Hospital 6,092 2 6,003 2 6,415 2
-Methodist Healthcare-University Hospital 9,803 3 10,524 3 11,130 3
Regional Medical Center /Medical Cénter MRI 4,491 1 4,131 1 4,109 1
St. Francis Hospital 5,393 3 5,326 3 5,045 3
St. Francis Hospital - Bartlett 3,642 2 3,518 2 3,559 2
St. Jude Children's Research Hospital 8,737 4 8,305 3 8,377 4
Methodist Healthcare - Olive Branch Hospital N/A N/A 54 1 1,551 1
3 3 N/A N/A

Bapttst Rehabllltatlon Germantown (Bnarcrest) 650 1 613 1 492 1
Campbell Clinic - Union (1st year 2010) 2,155 1 2,539 1 2,738 1
Campbell Clinic 6,321 1 5,547 1 5,923 1
Diagnostic Imaging PC - Memphis 6,538 1 6,737 1 6505 1
MSK Group PC - New Covington Pike 3,140 1 3,013 1 3,034 1
MSK Group PC - Briarcrest ** 4,489 - 4,637 - 4,439 -
Neurology Clinic, PC 3,160 1 3,312 1 2,577 1
Outpatient Diagnostic Center of Memphis 2,214 1 2,563 1 2,389 1
Park Avenue Diagnostic Center 2,681 2 2,075 2 3,188 2
Semmes-Murphey Clinic (Humphreys Blvd) 6,490 2 6,277 2 6,879 2
Wesley Neurology Clinic, P.C, ** 1,309 - 1,026 - 1,307 -
West Clinic, P.C 1,564 1 1,287 1 1,655 1
Methodist Diagnostic Center - Olive Branch 2,054 1 1,601 1 n/a n/a
Methodist Diagnostic Center - Southaven 2,340 1 2,418 1 n/a n/a
DeSoto Imaging Specialists 3,141 1 3,562 1 n/a n/a

Subtotal Fixed Equipment | 125,807 44 123,162 45 110,787 40

Average Procedures per Unit 2,859 2,737 2,770
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Subtotal FixedlEquipment without St. Jude | 117,070 40 114,8577 42 102,410 36
Average Procedures per Unit without St. Jude 2,927 2,735 2,845

Source: Medical Equipment Registry (as of 8/10/2015) and Mississippi State Health Plan 2014-2015

*Note: Le Bonheur Children's Hospital has two standard pediatric MRIs and an iMRI which is used specifically for neurosurgery. Volumes for
the iMRI are excluded.

*#* Note: Baptist Rehab Briarcrest equipment is shared with MSK Group Briarcrest and Neurology Clinic PC equipment is shared with Wesley
Neurology Clinic, therefore the number of units is not listed to truly reflect the number of MRIs in the service area.

Please see an update on Le Bonheur Children’s Hospital project (CN13 11-042A) at 100 N. Humphreys is
currently in the middle of Phase II construction with expectations of being complete this summer — July
or August 2016. Phase I, which includes clinical and Jlobby space, are currently occupied and in use.

5. ' Need Standards for Specialty MRI Units it _

All of question § is not applicable; applicant is not proposing one of these noted Specialty
MRI units. The unit is a special-use MRI as noted throughout this response.

a. Dedicated fixed or mobile Breast MRI Unit. An applicant proposing to acquire a
dedicated fixed or mobile breast MRI unit shall not receive a CON to use the MRI
unit for non-dedicated purposed and shall demonstrate that annual utilization of the
proposed MRI unit in the third year of operation is projected to be at least 1,600
MRI procedures (.80 times the total capacity of 1 procedure per hour times 40 hours

* per week times 50 weeks per year), and that: N ; :

1. It lias an existing and ongoing working relationship with a breast-imaging
radiologist or radiology proactive group that has experience interpreting breast
images provided by mammography, ultrasound, and MRI unit equipment, and
that is trained to interpret images produced by an MRI unit configured
exclusively for mammographic studies; ‘

2. Its existing mammography equipment, breast ultrasound equipment, and the
proposed dedicated breast MRI unit is in compliance with the federal
Mammography Quality Standards Act;

3. Itis part of an existing healthcare system that provides comprehensive cancer
care; including radiation oncology, medical oncology, surgical oncology and an
established breast cancer treatment program that is based in the proposed
service area.

4. It has an existing relationship with an established collaborative team for the
- Jtreatment of breast cancer that includes radiologists, pathologists, radiation
oncologists, hematologist/oncologists, sur-geons,-obs,tetriciansfgy'necologists, and
primary care providers.

b. Dedicated fixed or mobile Extremity MRI Unit. An applicant proposing to institute
a Dedicated fixed or mobile Extremity MRI Unit shall provide documentation of the

total capacity of the proposed MRI Unit based on the number of days of operation
each week, the number of days to be operated each year, the number of hours to be
operated each day, and the average number of MRI procedures the unit is capable
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of performing each hour. The applicant shall then demonstrate that annual
utilization of the proposed MRI Unit in the third year of operation is reasonably
projected to be at least 80 per cent of the total capacity. Non-specialty MRI
procedures shall not be performed on a Dedicated fixed or mobile Extremity MRI
Unit and a CON granted for this use should so state on its face.

c. Dedicated fixed or mobile Multi-position MRI Unit. An applicant proposing to
institute a Dedicated fixed or- mobile Multi-position MRI Unit shall provide
documentation of ‘the total capacity-of the proposed MRI Unit based on the number
of days of operation each week, the number of days to be operated each year, the
number of hours to be’ operated each day, and the average number of MRI
procedures the unit is capable of performmg each hour. The applicant shall then
demonstrate that annual utilization of the proposed MRI Unit in the third year of
operation is reasonably projected to be at least 80 per cent of the total capacity.
Non-specialty MRI procedures shall not be;performed. on a Dedicated fixed or
mobile Multi-position MRI _Unit and a CON granted for this use should so state on
its face. A ..

6. Separate Inventories for Specialty MRI Units and non - A
permits, Breast, Extremity, and Multi-position -MRI Units shall not be counted in the
inventory of non-Specialty fixed or mobile MRI. Units, and an inventory for each

. category of Specialty MRI Unit shall be counted and maintained separately. None of
- the Specialty MRI Units may be replaced with: mon-Specialty- MRI fixed or mobile- MRI -
Units and a Certificate of Need:granted for any of these Specialty. MRI Units shall have
included on its face a statement to that effect. A non-Specialty fixed or mobile MRI

.. Unit. for 'which. a CON_is.granted for Specialty MRI Unit purpose use-only shall _be
counted: in the specific Specialty MRI Unit inventory and :shall also have stated on the

- face of its Certificate of Need that it may not be used for non-Specialty MRI purposes.

Not applicable; applicant is not proposmg one of the Specialty MRI units as listed above.
This is a speclalvuse MRI for operatlng room use as descnbed in this-response.

7. Patient Safety and Oualltv of Care. The appllcant shall provide evidence that any
proposed MRI Unit is safe and effective for its proposed use.

a. The United States Food and Drug Admlmstratlon (FDA) must certlfy the proposed
- MRI Unit for clinical use.

~

See Attachment 4A-1 for FDA certification.

b. The applicant ‘should demonstrate that the proposed MRI Procedures will be
offered in' a physical environment that conforms to applicable federal standards,
manufacturer’s specifications, and licensing agencies’ requirements.

The architect consulted on this project.confirms that the physical environment will
conform to all applicable federal standards, manufacturer’s specifications and licensing
agencies’ requirements. See Attachment 8B for the revised.architect’s letter.

c¢. The applicant should demonstrate how emergencies within the MRI Unit facility
will be managed in conformity with accepted medical practice.
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The unit will be on the Methodist University Hospital campus. There are clinical
technicians and emergency personnel on the premises trained in basic life support when
the patient is being scanned. In the event of cardiac or respiratory arrest, trained clinical
personnel will initiate basic life support while the patient is being emergently removed
from the scan room, and then taken to be treated by appropriate physicians and clinicians.

d. The applicant should establish protocols that assure that all MRI Procedures
performed are medically necessary and will not unnecessarily duplicate other
services. b g

There are established standard protocols in place for Methodist to ensure all MRI
procedures are medically necessary and will not unnecessarily duplicate other services.
All MRI procedures are required to have a physician’s written order that defines the
medical necessity. All.orders will be reviewed to ensure that there is no unnecessary
duplication of services. Methodist has a dedicated team of nurses that precertify all MRI
procedures through the various third party payers. The rigorous precert process ensures
medical necessity and assures that the patient does not receive duplicative procedures.
See Attachment 4C for the System Policy outlining the guidelines for a physician order
for all diagnostic services. R v

e. An applicant proposing to:acquire any MRI Unit -or: institute any MRI service,
including Dedicated Breast and Extremity MRI Units, .shall demonstrate that it
meets or is prepared to meet the staffing recommendations .and requirements set
forth by the American College of Radiology, or a: comparable accreditation
authority for MRI within two years following operation of the proposed MRI Unit.

 Methodist University Hospital is fully accredited by the American College of Radiology
(ACR). Methodist meets the staffing and quality assurance requirements.

. All applicants shall commit to obtain accreditation from the Joint Commission, the
 American College of Radiology, or a comparable accreditation authority for MRI
within two years following operation of the proposed MRI Unit.

Methodist University. Hospital is fully accredited by the Joint Commission.

g. All applicants should seek and document emergency transfer agreements with local
area hospitals, as appropriate. An applicant’s arrangements with its physician
medical director must specify that said physician be an active member of the subject
transfer agreement hospital medical staff.

The need for a transfer agreement is not applicable; the equipment will be located on the
Methodist University Hospital campus.

The physician medical director is an active member of the medical staff. See Attachment
Section Services 4A-2 for current medical director’s CV.

8. The applicant should provide assurances that it will submit data in a timely fashion as
requested by the HSDA to maintain the HSDA Equipment Registry.
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Methodist assures the HSDA that all data requested to maintain the Equipment Registry will
be submitted within the expected time frame.

In light of Rule 0720-11.01, which lists the factors concerning need on which an
application may be evaluated, and Principle No. 2 in the State Health Plan, “Every
citizen should have reasonable access to health care,” the HSDA. may decide to give
speclal cons1deratlon to an applicant:

. Who is offering the service in a medically underserved area as desngnated by the United
States Health Resources and Services Administration; :

Not applicab'le.

- Who is a “safety net hospital” or a “children’s hospital” as defined by the Bureau of

TennCare Essential Access Hospital payment program; or

- Not applicable

MCO and, if provxdmg adult services, to partlclpate in the Medicare program.

Methodist is certified for both- Medicare and:TennCare/Medicaid-and participates in both
programs. Methodist contracts. with all of the TennCare: plans offered in the service area and
with Medicaid in adjoining States. .All Methodist hospitals treat TennCare part:clpants under
-the system s TennCare contracts:

'In companson to other large counties across the State, Shelby County i$ the home to a
disparate number of low-income families seeking coverage from the state’s Medicaid
program. Methodist is one of the largest health care providers of TennCare i in the State and is
committed to these patients as reﬂected in the projections for this proposal.

. Who is proposing to use the MRI unit for patients that typlcally requlre longer

preparation and scanning times (e.g. pediatric, special needs, sedated, and contrast
agent use patients). The applicant shall provide in its application information
supporting the additional time required: per scan and the impact on the need standard.

See response to 1.c. above for the description of the special-use of the iMRI.’
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ATTACHMENT 4A-2
MEDICAL DIRECTOR CV
iMRI
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L. Madison Michael II, M.D., F.A.C.S

Semmes-Murphey Neurologic and Spine Institute

The University of Tennessee Health Sciences Center ® Department of Neurosurgery

6325 Humphreys Boulevard ¢ Memphis, TN 38120 e (901) 522-7700

Home: 2941 Robin Road e Memphis, TN 38111 = (901) 458-8011  mmichael@semmes-murphey.com

Education:

B.S., University of the South, Sewanee, TN
September 1988 — May 1992

M.D., University of Tennessee Health Sciences Center, Memphis, TN
August 1994 — May 1998

Postdoctoral Training:

Internship and Residency

Surgical Internship

University of Tennessee Health Sciences Center Mempms N
Department of General Surgery C ~

June 23, 1998 — June 30, 1999

Resident.in Neurosurgery

University of Tennessee Health Scxences Center, Memphis, Memphis, TN
Department of Neurosurgery

July 1, 1999 — June 30, 2004

Special interest in Skull Base Tumors, Complex Spinal Surgery

Clinical Fellowship

North Bristol NHS Trust

Frenchay Hospital, Frenchay, England

Department of Neurosurgery

July 1, 2004 — June 30, 2005

International fellowship in Skull Base Tumors, Complex Spine Surgery

Licensure and Certification:

2005
2005
2007
2009
2010

Tennessee Medical License

American Board of Neurological Surgery, Candidate Member
Mississippi Medical License

American Board of Neurosurgery Diplomate

Fellow, American College of Surgery

Academic Appointments:

2003

Lecturer in Neuroanatomy, University of Tennessee Medical School, Memphis,
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Tennessee

2004 Clinical Lecturer, North Bristol NHS Medical School, England

2005 Assistant Professor, University of Tennessee Department of Neurosurgery,
Memphis, Tennessee .

2005 Attending Neurosurgeon, Semmes-Murphey Neurologlc and Spine Clinic,
Memphis, Tennessee

2005 Attending Neurosurgeon, Veterans Admlmstratlon Hospltal Memphis,

' Tennessee

2006 Academic Mentor, Medical Ethics Course, University. of the South, Sewanee,
Tennessee

2007 Faculty, Molecular Neurosurgery Research Program, Memphls, Tennessee

2008 Attending Neurosurgeon, LeBonheur Chlldren 's: Hospital, Memphis,
Tennessee

2009 Director of Cranial Base Surgery, Methodist Neuroscience Institute

2009 Director of Neurosurgical Research, Methodist Neuroscience Institute

2009 Medical Director, Methodist Neuroscience Institute

2009 Executive Director, Memphis Regional Brain Tumor Center

Community Service:

1989-1992 Sewanee Volunteer Fire Department, Sewanee, Tennessee
1990-1992 Big Brother Program, Sewanee, Tennessee

2007-Present Rotary Club International, Member

2007 Guest Speaker, Student Leadership Conference, Sewanee, Tennessee
2007-Present  Volunteer Faculty, Church Health Center, Memphis, Tennessee
2008-Present  Team neurosurgeon, University of Memphis Athletics Department
2008-Present  Team neurosurgeon, Rhodes College Athletics Department
2008-Present . Team neurcsurgeon, Memphis Grizzlies Basketball Team

Hospital Appointme‘n’ts:
2005 Methodist University Hospital, Memphis, Tennessee
2005 The Regional Medical Center, Memphis, Tennessee
2005 Baptist Memorial Hospital, Memphis, Tennessee

2005 fThe Veterans Administration Hospital -
2008 LeBonheur Children’s Hospital

Professional Committees:

1996-1998 Medical Student Executive Committee Member

2003 Resident Delegate, Council of State Neurosurgeons

2005-2007 Semmes-Murphey Clinic Peer Review Committee

2005 Methodist University Hospital H*Works OR Task Force

2006 Methodist University Hospital Intensive Care Unit Committee
2006 Scientific Committee, Fifth Annual [nternauonal Neuro—Oncology

Update, Memphis, Tennessee

2006-Present Moderator, Memphis Regional Brain Tumor Conference, Memphls,
Tennessee

2006-2007 Methodist University Neuroscience Institute Executive Council, Member



2007-Present

2007
2007

2007
2007-Present

2007-2009
2007-Present
2009-Present
2009

2009
2010

2010
2010

2005-Present
2005-Present
2005-Present

2005-Present

2005-Present
2005-Present
2006-Present
2009-Present

Course Instructor:

2003-2004

2003-2008

2007
2008-Present
2008-2009

2008-2009
2010
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Chair, Methodist University Hospital Neurosurgical Intensive Care Unit
Committee : -

Methodist University Hospital Operating Room Committee

Moderator, Memphis Regional Brain Tumor Confererice, Memphis,
Tennessee

Moderator, Southern Neurosurgical Society Meeting, Sea Island, Georgia
Member, Semmes-Murphey Clinic Ambulatory Surgery Center
Committee

Member, Semmes-Murphey Clinic Quality Improvement Committee
Member, Alpha Omega Alpha Selection Committee

Chair, Semmes-Murphey Clinic Quality Improvement Committee

Assistant Residency Program Ditector, University 6f Tennessee

Department of Neurosurgery

Site Director, UTHSC Neurosurgery Residency Training Program,
‘Methodist University Hospital location

Assistant Secretary, Board of Governors, Semmes-Murphey Neurologic

‘and Spine Center

Member, Methodist Hospital Credentialing Committee
Advisor, Centrat Nervous System Cancers; National Comprehensive
Cancer Network

Professional Societies:

American Association of Neurological Surgeons, Member
Congress of Neurological Surgeons, Member
American Medical Association, Member

North American Skull Base Society, Member
Tennessee Neurosurgical Society, Member

Memphis and Shelby County Medical Society, Member
American College of Surgeons, Provisional Member
Society of NeuroOncology, Active Member '

Minimal Access Spinal Technology, Memphis, Tennessee

Course involving the use of minimally invasive spinal procedures
(Metrx, Sextant).

North American Skull Base Society Residency Workshop, Memphis,
Tennessee, Neurosurgical and Otolaryngology resident workshop with
emphasis on skull base anatomy/approaches. .
Neurosurgical Workshop, Middle Fossa Approach, Neurosurgical
Department, National Almenara Hospital, Lima, Peru. e
University.of Tennessee Skull Base Resident Workshop, Memphis,
Tennessee

DLIF instructor, Medtronic Corporation, Memphis, Tennessee.

TLIF instructor, Medtronic Corporation, Memphis, Tennessee.

North American Skull Base Society Residency Workshop, New Orleans,
Louisiana, Neurosurgical and Otolaryngology resident workshop with
emphasis on skull base anatomy/approaches.



SUPPLEMENTAL #1

181
February 25, 2016
406 pm
Awards:
1988-1992 Snowden Academic Scholarship, Sewanee, Tennessee

1988-1992 Bell Academic Scholarship, Sewanee, Tennessee
1989-1992 'Red Ribbon Leadetship Society, Sewanee, Tennessee
1989-1992 Highlanders Society, Sewanee, Tennessee

1990-1992 Order of the Gownsman Academic Society, Sewanee, Tennessee
1992 Order of the Silver Spoon, Sewanee, Tennessee
1997 -. 93rd percentile on National Medical Board Examination
1998 Alpha Omega Alpha Honor Society '
1998 Imhotep Leadership Society
1998 ‘Graduated High Honors from Unlver31ty of Tennessee Medical School
1999 Passed Neurosurgery Boards Part I as PGY-2 (NS-1)
2002 Receiver of the R. L. DeSaussure Award for Neurosurgical Research
2004 .Chief Resident of Neurosurgical Service, University of Tennessee
. Department of Neurosurgery
2010 - Matthew Wood Neurosurgical Teaching Award University of Tennessee
Department of Neurosurgery
Clinical Studies:

1. Cervical Arthoplasty usmg the SpinalMotion Kineflex C Cervical
Artificial Disc. (CLOSED)

2. Memphis Regional Brain Tumor Center, Clinical Protocol MHIRB #
2006-032, A Phase I/II Trial of Maximal Resection, Local Radiation
Boost with Concomitant Temozolomide, Followed by External Radiation
Therapy with: Concomitant: Temozolomide for the Treatment of Newly
Diagnosed Glioblastoma Multiforme. (CLOSED)

3. Memphis Regional Brain Tumor Center, Clinical Protocol, A Phase I/II
Trial of Maxu‘nal Resection, Radiation Therapy Delivered Via the
GliaSite® Delivery System with Concomitant Temozolomide Followed
by Temozolomide for the Treatment of Newly Diagnosed Glioblastoma
Multiforme. (CLOSED)

4. Memphis Regional Brain Tumor Center, Clinical Protocol, A Phase II
Study of Gliadel, Concomitant Temozolomide and Radiation, Followed
by metronomic therapy with Temozolomide for newly diagnosed
malignant high grade glioma.. (CLOSED) .

5. Molecular Neurosutgery Research Program, Genomic profiling of central

' nervous system tumors. (CLOSED). :

6. Molecular Neurosutgery Research Program, Genomic profiling of

r pathological disc material. (CLOSED)
7. Assessment of Nerve Health after Lumbar Decompress1on Surgery Using

Intraoperative Evoked EMG. (CLOSED)

8. Fusion rates between INFUSE Bone Graft/PEEK Interbody
Spacer/Anterior Cervical Plate and Allograft/Anterior Cervical Plate.

9. Memphis Regional Brain Tumor Center, Clinical Protocol MHIRB #
2007-050, A Phase II, Multicenter, Exploratory Study, Evaluating the
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Treatment Effect of Surgery Plus Gliadel Wafer in Patlents with -
Metastatic Brain Cancer. (CLOSED)

10. Memphis Regional Brain Tumor Center, Clinical Protocol MHIRB #
2007-036, Treatment Satisfaction Survey for Bram Tumor Patients and
Their Careglvers (CLOSED)

11. Memphis Regional Brain Tumor Center, Clinical Protocol MHIRB #
2008-038, Cilengitide for subjects with newly diagnosed
glioblastoma multiforme-and methylated MGMT gene promoter - a
multicenter, open-label, controlled phase III study, testing
cilengitide in combination with standard treatment (temozolomide
with concomitant radiation therapy, followed by temozolomide
maintenance therapy) versus standard treatment alone". (CENTRIC) .

12 Memphis Regional Brain Tumor Center; Clinical Protocol MHIRB #
2008-034, BIBW 2992 with or without daily temozolomide in the
treatment of patients with recurrent:malignant glioma.

13.  Memphis Regional Brain Tumor Center, Clinical Protocol MHIRB #
2007-048, Survey of brain tumor patients about use of the internet for
medical information and decision making, (CLOSED)

Presentations:

1.. Von I{ifipel-f,indau Disease, Grand Rounds, Department of Neurosurgery,
Barrow Neurological Institute, Phoenix, Arizona, 1997.

" 2. Post-Traumatic Seizures, Trauina Grand Rounds, Department of Surgery,
University of Tennessee at Memphis, Memphis, Tennessee 2000.

3. Acute Spinal Cord Injury in Athletes, Trauma Grand Rounds, Department of
‘Surgery, University of Tennessee at Memphis, Memphis, Tennessee 2000.

4. Ankylosing Spondylitis, Grand Rounds, Department of Neurosurgery,
University of Tennessee at Memphis, Memphis, Tennessee 2000.

S. Maxillofacial and Scalp Injury in Neurotrauma Patients, Trauma Grand
‘Rounds Departrnent of Surgery, Unlversrty of Tennessee at Memphis,
Memphis, Tennessee 2001.

6. Acute Spinal Cord Injury, Trauma ‘Grand Rounds Department of Surgery,
University of Tennessee at Memphis, Memphis, Tennessee 2001.

7. Nonvestibular Schwannomas of the Brain, Society of University
Neurosurgeons Meeting, Portland, Oregon 2001.

8. Nonvestibular Schwannomas of the Brain, Society of University
. Neurosurgeons Meeting, Southem Neurosurgical Society, Savannah, Georgia
2002. :

9. The Treatment of Advanced Smonasal Malignancies with Pre-Operative
Intra-Arterral Cisplatin and Concurrent Radiation, Tennessee Neurosurgical
Society, Nashville, Tennessee 2004.



10.

11.

12.

13,
14,
15.
1
17.
18.
19.
20.
21,
22.
23.
24.

25,

26.
27.

28.
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The Treatment of Advanced Sinonasal Malignancies with Pre-Operative
Intra-Arterial Cisplatin and Concurrent Radiation, Southern Neurosurgical
Society, Orlando, Florida, 2003.

Skull Base Approaches, University of Tennessee Skull Base Symposium,
Memphis, Tennessee, 2003.

Sinonasal Malignancies: Current Management Optiens, Neurosciences Grand
Rounds, Frenchay Hospital, North Bristol NHS Trust, Frenchay, England,
2004.

Anticoagulation in Neurosurgery, Neurosurgery Grand Rounds, Frenchay
Hospital, North Bristol NHS Trust, Frenchay, England, 2005.
Lymphocytic Hypophysitis (with Rick Nelson, FRCS), Seventh
Clinicopathological English Conference on Pituitary Disease, The Royal
College of Physicians, London, England, 2005.

Neurosurgical Emergencies, Department of Internal Medlcme Grand Rounds,
Memphis, Tennessee, 2005.

Somatosensory Pathways, Department of Neurosurgery Grand Rounds,

Memphis, Tennessee, 2005.

Neurosurgery in the United Kingdom, Methodlst Neurosc1ence Institute
Grand Rounds, Memphis, Tennessee, 2005.

British Medicine, Clinical Update in Medicine, Beaver Creek, Colorado,

2006. .

Balloon Kyphoplasty for Pathological Vertebral Fractures, Methodist

University Tumor Board, Memphis, Tennessee,\ 200_6. :

Brain Tumors, Memphis Regional Brain Tumor Conference, Memphis,
Tennessee, 2006.

Subarachnoid Hemorrhage, Neurosurgery Education Symposmm Methodist
University Hospital, Memphis, Tennessee, 2006.

Cranial Base Surgery — The Future, Tennessee Neurosurgical Society,
Chattanooga, Tennessee, 2006. ‘

Cranial Base Sﬁrgcry The Past, Present, and Future, Fifth Annual
International Neuro—Oncology Update, Memphls, Tennessee, 2006

Cerebellopontme Angle Tumors, Un1vers1ty of Tennessee Department of
Neurosurgery Grand Rounds, Memphis, Tennessee, 2006.

Curteht Managemerit of Sinonasal Mahgnancies, 60™ enniversary of the
Neurosurgical Department of the National Almenara Hospital, Lima, Peru,
2007. :

Middle Fossa Approach, 60™ anniversary of the Neurosurgical Department of
the National Almenara Hospital, Lima, Peru, 2007.

Neurosurgery and the Emergency Room Physician: What I need to know,
Department of Internal Medicine Grand Rounds, Memphis, Tennessee, 2007.

The Far Lateral Approach to the Cranial Base — Indications, Results, and
Myths, Chattanooga, Tennessee, 2007.
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29. The Far Lateral Approach to the Cranial Base, North American Skull Base
~ Course for Residents, 2007.

30. The Future of Methodist University Hospital, Methodist Hospital, 2007.

31. Brain Tumors, University of Tennessee Department of Internal Medicine,
Grand Rounds, 2007.

32. Acoustic Neuromas; Grand Rounds, University of Tennessee Department of
Neurosurgery Grand Rounds, Memphis, Tennessee, 2007.

33, Facial Pain, Semmes-Murphey Clinic Public Seminar, Mempbhis, Tennessee,
2008.

:-34; Thoracolumbar Trauma, Grand Rounds, University of Tennessee Department
of Neurosurgery Grand Rounds, Memphis, Tennessee, 2008.

35. Minimally Invasive Spinal Surgery, Grand Rounds, University of Tennessee
Department of Neuresurgery Grand Rounds, Memphis, Tennessee, 2008.

36. Anterolateral Corridor Approaches, University of Tennessee Department of
Neurosurgery Resident Workshop, Memphis, Tennessee; 2008.

37. The Extended Unilateral Maxillotomy — The University of Tennessee
Experience; Ténnessee Neurosurgical Society, Nashville, Tennessee, 2008.

38. Nonvestibular Schwannomas, University of Tennessee Department of
- - Neurosurgery Grand Rounds,: Memphis, Tennessee; 2009: - .

39 Neurosurgical Emergencies, Department of Internal Medicine Grand Rounds,
© Memphis, Tennessee, 2009. : '

- Tennessee, 2008.

41. A Prospective Evaluation and Literature Review of Levetiracetam Use In
Patients with Brain Tumors and Seizures, Allen K. Sills, L. Madison Michael
I1, Justin Usery, Christopher Finch, 2009 Joint Meeting of the Society for
Neuro-Oncology and the AANS/CNS Section on Tumors, New Orleans,
Louisiana, 2009.

40. Pituitary Adenomas, Semmes-Murphcy Cllmc Publlc Semmar Memphis,

42. Radiation Therapy for Pituitary Adeﬁomas, Hamilton Eye Institute Neuro-
Ophthalmology Update, Memphis, Tennessee, 2009.

43. Occipitocervical Fusion Techmques University of Tennessee Department of
Neurosurgery Spinal Seminar, Memphls Tennessee, 2009.

44. Craniofacial Approach for Removal of Esthesioneuroblastoma, 95" Annual
~ Clinical Congress of American College of Surgeons, Chicago, IL, 2009.

45. The Evolution of Cranial Base Surgery, Methodist Cancer Institute,
Memphis, ’_l:_cnnessee, 2009. |

46. The Cl‘as’s_'iﬁcation of Brain Tumors, Department of Internal Medicine Grand
Rounds, Memphis, Tennessee, 2010.

47. Far Lateral Approach, North American Skull Base Society Residency
Workshop, New Orleans, Louisiana, 2010.

Original Reports:



Book Chapters:

Posters:

1.
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L. Madison Michael II, Anthony Whitworth, Claudio A. Feler. Spina Bifida
Occulta as a Contraindication for Percutaneous Spinal Cord Stimulation,
Journal of Neuromodulation 2002; 5(1): 38-40.

Julius Fernandez, L. Madison Michael II, Claudio A. Feler. Sacral Tip
Granuloma following Spinal Cord Stimulator Implantation: Case Report,
Journal of Neuromodulation 2003; 6(4) 225-228.

L. Madison Michael II, Jon H. Robertson. Glomus Jugulare Tumors:
Historical Overview of the Management of Disease, Neurosurgical Focus
2004; 17(2):1-5.

L. Madison Michael II, Jeffrey A. Sorenson, Sandeep Samant, Jon H.
Robertson. The Treatment of Advanced Sinonasal Malignancies with Pre-
Operative Intra-Arterial Cisplatin and Concurrent Radiation, Journal of
Neuro-Oncology, 2005; 72(1): 67-75. '

L. Madison Michael II, Tim Moss, Hugh B. Coakham. Malignant
Transformation of Posterior Fossa Epidermoid Cyst British Journal of
Neurosurgery, 2005.

Chrlstopher Duntsch, Akbar Sal, Terreia Jones L. Madison Michael II, John
Winestone. Delivery of Temozolomide to the tumor bed via biodegradable
gel matrices in a'novel model of intracranial glioma with resection, Journal
of Neuro-Oncology, 2009.

Cyrus Nozad, L. Madison Michael II, D. Betty Lew, Christie F. Michael.
Non-allergic rhinitis: -A case report and review. Clinical and Molecular
Allergy 2010, 8:1.

Justin Usery, L. Madison Michael II, Allen Si-lls, Christopher Finch. A
Prospective Evaluation and Literature Review of Levetiracetam Use in
Patients with Brain Tumors and Seizures, Journal of Neuro-Oncology, 2010.

L. Madison Michael II, Shirin Mazumder, Michael Gelfand. Case Study:
Differential Diagnosis of a Patient with Rhomboencephalitis, Infectious
Diseases in Clinical Practice, 2010.

L. Madison Michael II, Wayne Hamm, Jon H. Robertson. Surgical
Treatment of Glomus Jugulare Tumors, Chapter in Neurosurgical Operative
Atlas: NeuroOncology, Badie, B, Ed. Thieme Publishers, New York, NY
2005.

L. Madison Michael II, Jon H. Robertson. Jugular Foramen Tumors, Chapter
in Posterior Fossa, Nanda, A, Ed. Thieme Publisher, New York, NY 2008.

L. Madison Michael II, Kevin T. Foley, Rick A. Boop. Current Management
Strategy with Embolization, Resection, and Reconstruction for Aneurysmal
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Bone Cysts of the Pediatric Spine, Pediatric Section AANS Meeting,
Phoenix, Arizona, 2002.

2. Robert Laster, L. Madison Michael II. Cranial Nerve Lesions, American
College of Radiology Annual Meeting, 2004.

3. Winston Ally, April Hurdle, L. Madison Michael II, Allen Sills, Carli
Nesheiwat, Chris Finch, Use of hypertonic saliné in surgical patients with
brain tumors to treat cerebral edema, Society of Critical Care Medicine
Annual Meeting, Miami Beach, Florida, 2010. '

Press:

1. 'Innovative thinking leads MLH Neurosurgeon to find creative use for
surgical equipment, Méthodist LeBonheur Healthcare One Vision
Newsletter, August 2007.

2. Methodist University Hospital Neurosurgeon’s Research Efforts Hopefully
Will Improve Patient Outcomes One Day, Methodist LeBonheur Healthcare
One Vision Newsletter, October 2007.

3. Craniofacial Approach for Esthesxoneuroblastoma, Channel 5 Healthcast,
2009.

4.. Awake Craniotomy, Channel 5 Healtheast, 2009.

5.- Removal of a giant skull base tumor in an Iraqi patiefit, Channel 5
Healthcast, 2009. : :

Removal of a Colloid Cyst in famous opera singer, Channel 5 News, 2009.
7. Physician proﬁle, Memphis Medical News, 2010.
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Project-Specific Review Criteria: Megavoltage Radiation Therapy Services

1. Utilization Standards for MRT Units.
a. Linear Accelerators not dedicated to performing SRT and/or SBRT procedures.

i. Full capacity of a Linear Accelerator MRT unit is 8,736 procedures,
developed from the following formula: 3.5 treatments per hour, times 48
hours (6 days of operation, 8 hours per day, or 5 days of operation, 9.6 hours
per day), times 52 weeks.

ii. Linear Accelerator Minimum Capacity: 6,000 procedures per Linear
Accelerator MRT Unit annually, except as otherwise noted herein.

iii. Linear Accelerator Optimal Capacity: 7,688 procedures per Linear
Accelerator MRT Unit annually, based on 12% average downtime per MRT
units during normal business hours annually. :

iv. An applicant proposing a new Linear Accelerator should project a minimum
of at least 6000 MRT procedures in the first year of service, building to a
minimum of 7,688 procedures per year by the third year of service and for
every year thereafter. L M

Methodist based projections for the Linear Accelerator (LINAC) equipment on historical volumes and
forecasted volumes are assumed to be 2% annually through Year 2. Projections meet the minimum
requirements. See Tables 1 for the projections.

TABLE 1
LINAC PROJECTIONS
2013 2014 2015 Year1 Year 2
2019 2020
Methodist University 2 -2 2 ~ 3 3
West Cancer Center 1 1 1 2 2
# of Linear Accelerators ) 3 . 3* B 5
e = Tl ) re A Ay
Methodist University 11,742 13,442 15,323 17,887 18,245
West Cancer Center 9,869 11,297 12,878 15,033 15,333
5,871 7,662 5,962 6,082
West Cancer Center 4,934 5,649 6,439 7,516 7,667
Total 7,204 8.246 9,400 6,584 6,716

Note: Added approved Linear Accelerator CN1311-043A in December 2015

b. For Linear Accelerators dedicated to performing only SRT procedures, full
capacity is S00 annual procedures.
Not Applicable

¢. For Linear Accelerators dedicated to performing only SRT procedures, full
capacity is 850 annual procedures.
Not Applicable

d. An exception to the standard number of procedures may occur as new or
improved technology and equipment or new diagnostic applications for Linear
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Accelerators develop. An applicant must demonstrate that the proposed Linear
Accelerator offers a unique and necessary technology for the provision of health
care services in the proposed Service Area.

Not Applicable

e. Proton Beam MRT Units. As of the date of the approval and adoption of these
Standards and Criteria, insufficient data are available to enable detailed
utilization standard to be developed for Proton Beam MRT Units.

Not Applicable

2. Need Standards for MRT Units.

a. For Linear Accelerators not dedicated solely to performing SRT and/SBRT
procedures, need for a new Linear Accelerator in a proposed Service Area shall
be demonstrated if the average annual number of Linear Accelerator
procedures performed by existing Linear Accelerators in the proposed Service
Area exceeds 6,000. '

The service area is described in detail in #3. Radlatlon Therapy is primarily an
outpatlent service and is therefore defined separately from the larger project. The

~ - primary service area for LINAC services includes Shelby, Fayette and Tipton
. counties in Tennessee, Crlttenden County, Arkansas, and DeSoto County,
Mississippi.

EThe combined average utilization of existing LINAC units in the primary service area
is 5,385 in 2014 for all providers based on the Medical Equipment Registry data.
Yet, St. Jude Children’s Research Hospital is. an internationally recognized pediatric
hospital dedicated to research and treatment for children  with cancer and other
catastrophic diseases. St. Jude is caring for a unique population of patients.
Excluding St. Jude’s volumes and equ1pment from the market calculation, the
average for LINAC volumes per unit is 6,079 in 2014 which is above the 6,000
threshold. )

The volumes from the larger project’s secondary Tennessee and Mississippi service
area are noted below for informational purpose. There was no Arkansas data
available. See Tables 2 and 3 for LINAC market utilization.
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TABLE 2
METHODIST LINAC PRIMARY SERVICE AREA
LINAC EQUIPMENT AND UTILIZATION, 2012-2014

2012 2013 2014
Facility # of # of # of
Type | Facility Procs | ynits | ¥ | vnits | T | units
HOSP Methodist Healthcare 23,756 3 21,611 3 | 24,739 3
Baptist Memorial o i = 5
HOSP Hospital-Memphis 11,052 2 10,111 2 10,590 2
Baptist Memorial
ASTC Hospital- 7,610 1 6.963 1 4,647 1
Tipton/Germantown
HOSP f;;rimcls Lospiral = 6,795 ) 7,480 2 6,332 2
Hesp f oo U chidiens 4,605 2 3,756 2 4,524 2
Research Hospital
| Baptist Memorial : 4 : '
HOSP. Hospifal=DDeSotn 10,152 1 8,393 1 8,399 1
Total Procedures | 63,970 11 51,358 11 59,231 11
Average Procedures per Unit | 5,815 | 4,669 5,385
Total Procedures.é Wl'thOl.lItuii | 59,365 9 47,602 9 54,707 9
Average Procedures per Unit | e
without St. Jude 6,596 5,289 6,079
Source: 2012-14 TN HSDA - State Equipment Registry; and 2013-2015 MS DOH - State Health Plan and MS
“Hospital Report
Note: Primary Service Area includes Shelby County, TN, DeSoto County, MS and Crittenden County, AR
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METHODIST UNIVERSITY SECONDARY TN AND MS SERVICE AREA
LINAC EQUIPMENT AND UTILIZATION, 2012-2014

2012 2013 2014
Facility # of #of # of
Type | Facility hitpcd Units Einocs Units hisocs Units
RAp f Dyorsburg Radiation, §f 7603 1 4,362 1 3,501 1
Oncology Center
Baptist Memorial
RAD Hospital-Memphis 4,675 1 4,936 1 3,225 1
Jackson-Madison
HOSP County General 14,985 3 13,195 3 - -
Hospital
Kirkland Cancer Center
HRAD | (formerly Jackson- - - - - 14,175 3
Madison equipment)
stonding | Bethesda Cancer Center |, 70 1 2412 | 1 wa | wa
MCINE | (Clarksdale, MS) , ’
Clinic g .
Total Procedures | 26,800 6 24,905 6 20,910 5
Average Procedures per Unit | 4,467 4,151 4,180
Source: 2012-14 TN HSDA - State Equipment Registry; and 2013-2015 MS DOH State Health Plan and MS
Hospital Report
Note: There is no radiation therapy noted in Lauderdale, Hardeman:or Haywood countles in TN or Tunica,
Panola, Tate or Marshall counties in MS. There were no Arkansas data available.

b. For Linear Accelerators dedicated to performing only SRT, need in a proposed
Service Area shall be demonstrated if the average annual number of MRT
Procedures performed by existing Linear Accelerators dedicated to performing
only SRT procedures in a proposed Servnce Area exceeds 300, based on a full
capacity of 500 procedures.

Not Applicable

c. For Linear Accelerators dedicated to performing only SRT/SBRT, need in a
proposed Service Area shall be demonstrated if the average annual number of
MRT Procedures performed by existing Linear Accelerators dedicated to
performing only . SRT/SBRT procedures in a proposed Service Area exceeds 510,

- based on a full capacnty of 850 procedures ,
Not Applicable ; :

d. Need for a new Proton Beam MRT Unit: Due to the high cost and extensive
" service areas that are anticipated to be required for these MRT Units, an

applicant proposing a new Proton Beammn MRT Unit shall provide information
regarding the utilization and service areas of existing or planned Proton Beam
MRT Units” utilization and services areas (including thosé that have received a
CON), if they provide MRT services in the proposed Service Area and if that
data are available, and the impact its application if granted, would have on those
other Proton Beam MRT Units.
Not Applicable
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3. Aceess to MRT Units.

a.

An MRT unit should be located at a site that allows reasonable access for
residents of the proposed Service Area.

The proposed LINAC will supplement the Methodist units already operating on the
Methodist University campus. More than 90% of the patients currently seeking
Methodist LINAC services (including Methodist University Hospltal and West
Canceér Center in Germantown) originate from the designated servicé area. The
designated primary service area includes Shelby, Tipton and Fayette counties in
Tennessee, DeSoto County, Mississippi, and Crittenden County, Arkansas. The unit
will be located in a site that is accessible and convenient for. patients. See Tablc 4
below for detailed volumes. T

TABLE 4
2014 METHODIST LINAC PROCEDURES BY COUNTY

Service Area Procedures % of Total
Shelby, TN 18,789 T6%
Desoto, MS 1,705 7%

- Tipton, TN - 908 -4% :
Fayette, TN 791 3%
Crittenden, AR 515 2%

' Subtotal 22,708 92%

Other MS Counties 1,038 4%

Other TN-Counties ° 417 2%

Other AR Counties " 408 2%

Out-of-area 168 1%
ST Total © 24:739 100% "

Source: 2014 TN HSDA State Eqmpment Registry '

b. An appiicant for any pfoposed new Linear Accelerator should document that
the proposed location of the Linear Accelerator is within.a 45 minute drive time
~ of the majority of the proposed Service Area’s population.

As noted in the application, the project primary service area includes Shelby County,
TN, DeSoto County, MS and Crittenden County, AR. The primary project service

- will be the service area for this outpatient-dominant equipment. Based on the 2014
Medical Equipment Registry, 82% of the Methodlst linear accelerator volumes are
from this three-county primary service area. ’

The majority (75%) of the population in the Methodist service area is in Shelby
County. See Table.5 below. for the 2015 population analysis by county. Also, please
see .the drive time .map in Figure 1. The 45-minute drive time radius for the
Methodist LINAC services at Methodist University :Hospital and the West Cancer
Center covers all of Shelby County and the majority of DeSoto and Crittenden
counties which accounts for more than 90% of the defined service area - the majority

. of the population. P
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POPULATION BY COUNTY, 2015
METHODIST SERVICE AREA
Service Area Population: % of Total
Shelby, TN 946,637 ' 75%
DeSoto, MS 168,989 ‘13%
Tipton, TN 59,918 5%
Crittenden, AR 48,531 4%
Fayette, TN 34,845 3%
Total 1,258,920 ° :100%
‘Source: Truven Healthcare Analytics- Market Expert

FIGURE 1 _
_DRIVE TIME MAP, 45-MILE RADIUS _

c. Applications that include non-Tennessee counties in their pmposed Service
Areas should provide evidence of the number of existing MRT units that service
the non-Tennessee counties and the impact on MRT unit utilization in the non-
Tennessee counties, including the specific location of those units located in the
non-Tennessee counties, their utlllzatlon rates, and their capacity (if that data

are available).

The only existing MRT unit in the designated primary service area that is located
outside of Tennessee is in DeSoto County, Mississippi. As noted in Table 2 above,
the LINAC unit is performing 8,399 in 2014 which is well above (almost 140%) the



SUPPLEMENTAL #1

194
February 25, 2016

406 pm

minimum threshold of 6,000 procedures per unit. The unit is located at the Baptist
Memorial Hospital-DeSoto.

There is a LINAC located at-the Bethesda Cancer Center in Coahoma County in
MlSSlSSlppl which is in the secondary service area for the larger project, yet is not the
primary service area for LINAC services. The unit in Coahoma is performing
approximately 2,400 procedures per year in 2012-2013 — the 2014 volumes were not
available.

4. Economic Efficiencies. All applicants for any proposed new MRT Unit should
document that lower costs technology application have been investigated and found less
advantageous in terms of accessibility, availability, continuity, cost, and quality of care.

Alternate services and technologies were investigated. However, there was no lower cost
alternative that delivers the accuracy and reliability of the selected LINAC. The machine
pinpoints the cancerous cells with real-time imaging and allows providers to precisely target
tumors while minimizing the amount of healthy cells exposed to radiation. The speed and
localization of the real-time imaging offers more patient comfort and less chance the patient
will move during the treatments. The equipment is optimized for both radiotherapy and
radiosurgery and can treat cancers almost anywhere in the body, including lung, breast,
abdomen and head and neck cancers.

Se arat&lnventorles for Linear Accelerators and for other MRT Units. A separate
inventory shall be maintained by the HSDA for Linear Accelerators, for Proton Beam
Therapy MRT Units, and if data are available, for Linear Accelerators dedicated to

SRT and/or SBRT procedures and nther types of MRT Umts

Methodist assures the HSDA that all data requested fo maintdin the Bquipment Registry will
be submitted within the expected time frame.

6. Patient Safety and C zﬁalig of Care. The applicantshall provide evidence that any
proposed MRT Unit is safe and effective for its proposed use.

a. The United States Food and Drug Administration (FDA) must certify the proposed
MRT Unit for clinical use. -

See Attachment 4B-1 FDA certification that was filed with original application.

b. The appllcant should demonstrate that the proposed MRT Units shall be housed in
a physical environment that conforms to applicable federal etand_ards,
manufacturer’s specifications, and licensing agencies’ requirements.

* The architect consulted on this prOJect confirms that the- physmal environment will
‘conform to all applicable federal standards, manufacturer’s specifications and licensing
agencies’ requirements. See Attachment 8B for the architect letter.

c¢. The applicant should demonstrate how émergencies within the MRT Unit facility
will be managed in conformity with accepted medical practice.
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The unit will be on the Methodist University Hospital campus. There are clinical
technicians and emergency personnel on the premises trained in basic life support when
the patient is being scanned. In the event of cardiac or resplratory arrest, trained clinical
personnel will initiate basic life support while the patient is being emergently removed
from the scan room, and then taken to be treated by appropriate physicians and clinicians.

. The applicant should establish protocols that assure that all MRT Procedures
performed are medically necessary and will not unnecessarlly duplicate other

- services.

There are established standard protocols in place for Methodist to ensure all LINAC
procedures are medically necessary and will not unnecessarily duplicate other services.
All LINAC procedures-are required to have a physician’s written order that defines the
medical necessity. All orders will be reviewed to ensure that there is no unnecessary
duplication of services. Methodist has a dedicated team of nurses that precertify all
LINAC procedures through the various third party payers. The rigorous precert process
ensures medical:necessity and assures that the patient does not receive duplicative
procedures. See Attachment 4C for the System Policy outlining the guidelines for a
physician order for all dlagnostlc services.

An applicant proposmg to acqulre any MRT Unit shall demonstrate that it meets
the staffing and quality assurance requirements of the American Society of
Therapeutic Radiation and Oncology (ASTRO) , the American College of Radiology
(ACR). The American College of Radiation Oncology (ACRO) or a similar
accrediting authority such as the National Cancer Institute (CNI). Additionally, all
applicants shall commit to obtain accreditation from ASTRO, ACR or a comparable
accreditation authority for MRT Services within two years followmg instigation of
the operatlon of the proposed MRT Unlt

Methodist University Hospital is fully: accredlted by the American College of Radiology
(ACR). Methodist meets the staffing and quality assurance requirements.

All applicants should seek and document emergency transfer agreements with local
area hospitals, as appropriate. An applicant’s arrangements with its physician
medical director must specify that said physician be an active member of the subject
transfer agreement hospital medical staff.

The need for a transfer agreement is not applicable; the equipment will be located on the
Methodist University Hospital campus.

The physician medical director is an active member of the medical staff. See Attachment
4B-2 for current medical director’s CV.

All applicants should provide evidence of any onsite simulation and treatment
planning services to support the volumes they project and any impact such services
may have on volumes and treatment times.

There is a dedicated CT simulator to support the LINAC services at Methodist
University. The CT simulator will support projected volumes. The CT simulator has
sufficient capacity to support the volumes and cause no delay in treatment times.

) ]
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7. The applicant should provide assurances that it will submit data in a timely fashion as
requested by the HSDA to maintain the HSDA Equipment Registry.

Methodist assures the HSDA that all data requested to maintain the Equipment Registry will
be submitted within the expected time frame.

In light of Rule 0720-11.01, which lists the factors concerning need on which an

application may be evaluated, and Principle No. 2 in the State Health Plan, “Every
citizen should have reasonable access to health care,” the HSDA may decide to give
special consideration to an applicant:

a.

Who is offe'ruig the service in a medically underserved area as designated by the
United States Health Resources and Services Admlmstratlon,
Not appllcable »

Who is a “safety net hospltal” or a “children’s: hospltal” as defmed by the Bureau of
TennCare Essential Access'Hospital payment programj or
Not applicable

Who provides a written commitment of intention to contract with at least one
TeniiCare MCO and, if provndmg adult services, to partlclpate in:the Medicare
program;

Methodistis certified for both Medicare and TennCare/Medicaid and participates in both
programs.' Methodist contracts with-all of the TennCare plans offered:in the service area
and with Medicaid in adjoining States. - All Methodist hospltals treat T ennCare

~ participants uinder the system’s TennCare contracts:

In comparison to other large counties across the State, Shelby County is the home to a
disparate number of low-in¢ome families seeking coverage from the state’s Medicaid
program. Methodist is-one of the largest health care providers of TennCare in the State
and is committed to these patients as reflected in the projections for this proposal.
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Curriculum Vitae

West Cancer Center, 7945 Wolf River Blvd® Germantown, TN 38138
Office phone: 901-683-0055 ® E-Mail: mballo@westclinic.com

Methodist University Hospital, Department of Radiation Oncology
1265 Union Ave® Memphis TN 38104
Office Phone: 901-516-7367

Present Title and Affiliations

Academic Appointment

Professor and Chairman, Department of Radiation Oncology, The University of Tennessee Health
Science Center, Memphis, TN

Administrative Appointments
Medical Director, Radiation Oncology, The West Clinic Radiation Oncology Group, Memphis, TN
Director, Radiation Oncology, The Unive_r,sjtypf Tennessee West Cancer Center, Memphis, TN

Educatlon

Degree-Grantmg Education
Oberlin College, Oberlin, OH,:BA, 7/1987'to 6/1991; Blochemistry :
Case Western Reserve University School of Medicing, Cléveland, OH. MD; 7/1991 to 6/1995, Medicine

Postgraduate Training
Clinical Internship, Mt. Sinai Medical Center, Cleveland, OH, Richard Ach, M.D., 7/1995-7/1996

Clinical Residency, The University of Texas MD Anderson Cancer Center, Houston, TX, Alan Pollack,
M.D., 7/1996-7/2000

Credentials

Board Certification _
American Board of Radiology, Radiation Oncology, 47202, Granted: 5/2000, Recertified: 4/2010.

Licensures (Active)
Tennessee Medical License, TN, 50791, 5/31/17
Mississippi Medical License, MS, 23819, 5/13/15
Ohio Medical License, OH, 35071913B, 7/1/2017
Texas Medical Board, TX, L0014, 2/28[2016

Academic Experience

Assistant Professor, Department of Radiation Oncology, Division of Radiation Oncology, The
University of Texas MD Anderson Cancer Center, Houston, TX, 7/2000-8/2005

Adjunct Assistant Professor ~SHS; Radiation Therapy, Department of Radiation Oncology, Division
of Radiation Oncology, The University of Texas MD Anderson Cancer Center School of Health
Sciences, Houston, TX, 9/2003-present
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Associate Professor, Department of Radiation Oncology, Division of Radiation Oncology, The
University of Texas MD Anderson Cancer Center, Houston, TX, 9/2005-8/2011

Professor, Department of Radiation Oncology, Division of Radiation Oncology, The University of Texas
MD Anderson Cancer Center, Houston, TX, 9/2011-12/2013

Professor and Chairman, Department of Radiation Oncology, The University of Tennessee Health
Science Center, Memphis, TN, 1/2014

Administrative Experience

Deputy Residency Director, Department of Radiation Oncology, Division of Radiation Oncology, The
University of Texas MD Anderson Cancer Center Houston TX, 2000-2006
Clinical Medical Director, Department of Radlatlon .Oncology, Division of Radlatlon Oncology, The
University of Texas MD Anderson Cancer Center, Houston, TX, 2006-2008
Associate Medical Director, Regional Care Centers, The University of Texas MD Anderson Cancer
Center, Houston, TX, 2009-2011
Service Chief - Radiation Oncology Outreach Program, Department of Radiation Oncology, Division of
Radiation Oncology, The University of Texas MD Anderson Cancer Center, Houston, TX, 201 1-2013.

" Medical Director - Radiation Oncology. The West Clinic Radiation Oncology Group, Memphis, TN,
2014 - Present
Director - Radiation Oncology, The Umversny of Tennessee West Cancer Center, Memphis, TN, 2014
- Present

Other Appointments and Responsibilities

Local and National Committee Activities
Member, American College -of. Radlology (ACR). Commlttee on Resudency Tralnlng in Radlatlon
Oncology (Commission on Educatlon) American College of Radiology, Houston; TX, 2003-2004
Member, Radiation Therapy Oncology Group (RTOG) Image Guided’ Radlotherapy
Committee, 2006-2007
Member, American Society for Therapeutlc Radlology and Oncology Educatlon Commlttee of the
Education Council; 20062009 : -
Member, American Society for Therapeutic Radiology and Oncology (ASTRO) Government Relations
NIH Subcommittee of the Government Relations Council, 2006-2011
Committee Member; American College of Surgeons Oncology Group (ASCOG), 2006-2006
Member, CHRISTUS ‘St. John's Hospital Cancer Committee; Nassau Bay, TX, 2007-2013
Member; Medical Executive Committee, CHRISTUS St. John's Hospital, Nassau Bay, TX, 2012-2013

Institutional Committee’ ‘Activities
Member, Radiation Oncology Training Commlttee 1999—2000
Member Clinical Computing Advisory Group (CCAG), 2001
Member, Institutional Review Board Sub-Committee, 2002
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Member, Electronic Chart Committee, 2002-2008

Selection Committee Member, Geneva and James Briscoe Physician Assistant Award for Excellence,
Houston, TX, 2003

Member, Physics Residency Training Program Committee, 2003-2005

Representative, UT M. D. Anderson Cancer Centér-Depaitment of Radiation Oncology Faculty
Senate, 2003-2006

Participant, UT M.D. Anderson Cancer Center Department of Orthopedic Oncology in the Division of
Surgery for Chair Search, 2005

Board Memiber, Board of Directors to M. D. Anderson Physicians Network, 2008-2010

Member, Reglonal Care Center Accelerated Partial Breast Irradiation Worklng Group, 2009—2013
Member ‘Regional Care Center Research Working Group, 2009-2013 - CRN

Honors and Awards

Alpha Omega Alpha; Honor Medical Society, 1995
lvan E. Shalit prize for Excellence in Patient Care, 1995

Anderson Associates TFravel Grant Award, 1998

First’ Pnze Gilbért H. Fletcher Award; Gi Ibert H. Fletcher Society," 1998~

First Prize Gilbert H. Fletcher Award Gilbert H. Fletcher Society, 1999

Excellence in Cancer Patient Education Award, Cancer Patient' Education Network, 2011

Publications/Presentations

Peer-Reviewed Original Research Articles
1. Ballo MT, Zagars GK, Pisters P, Pollack A. The role of radiation therapy in the management of

dermatofibrosarcoma protuberans. Int J Radiat Oncol Biol Phys 1998;40(4):823-7. \

2. Ballo MT, Garden:AS, El-Naggar AK, Gillenwater AM, Morrison WH, Goepfert H, Ang KK.
Radiation therapy for early stage (T1-T2) sarcomatoid carcinoma of true vocal cords: outcomes and
patterns of failure. Laryngoscope 1998;108(5):760-3.

3. Ballo MT, Zagars GK, Pollack A. Radiation therapy in the management of desmoid tumors. Int J
Radiat Oncol Biol Phys 1998;42(5):1007-14,

4. Ballo MT, Zagars GK, Pollack A, Pisters PW, Pollack RA. Desmoid tumor: prognostic factors and
outcome after surgery, radiation therapy, or combined surgery and radiation therapy. J Clin Oncol
1999;17(1):158-67.

5. Ballo MT, Strom EA, Prost H, Singletary SE, Theriault RL, Buchholz TA, McNeese MD. Local-
regional control of recurrent breast carcinoma after mastectomy: does hyperfractionated
accelerated radiotherapy improve local control? Int J Radiat Oncol Biol Phys 1999;44(1):105-12.

6. Cormier JN, Patel SR, Herzog CE, Ballo MT, Burgess MA, Feig BW, Hunt KK, Raney RB, Zagars
GK, Benjamin RS, Pisters PW. Concurrent ifosfamide-based chemotherapy and irradiation.
Analysis of treatment-related toxicity in 43 patients with sarcoma. Cancer 2001;92(6):1550-5.

7. Callister MD, Ballo MT, Pisters PW, Patel SR, Feig BW, Pollock RE, Benjamin RS, Zagars GK.
Epithelioid sarcoma: results of conservatlve surgery and radiotherapy. Int J Radiat Oncol Biol Phys
2001;51(2):384-91.

8. Ballo MT, Zagars GK, Pisters PW, Feig BW, Patel SR, von Eschenbach AC. Spermatic cord
sarcoma: outcome, patterns of failure and management. J Urol 2001;166(4):1306-10.

9. Crane CH, Janjan NA, Evans DB, Wolff RA, Ballo MT, Milas L, Mason K, Charnsangavej C, Pisters
PW, Lee JE, Lenzi R, Vauthey JN, Wong A, Phan T, Nguyen Q, Abbruzzese JL. Toxicity and
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efficacy of concurrent gemcitabine and radiotherapy for locally advanced pancreatic cancer. int J
Pancreatol 2001;29(1):9-18.

Porter GA, Cantor SB, Ahmad SA, Lenert JT, Ballo MT, Hunt KK, Feig BW, Patel SR, Benjamin
RS, Pollock,RE, Pisters PW. Cost-effectiveness of staging computed tomography of the chest in
patients with T2 soft tissue sarcomas. Cancer 2002;94(1):197-204.

Ahmad SA, Patel SR, Ballo MT, Baker TP, Yasko AW, Wang X, Feig BW, Hunt KK, Lin PP, Weber
KL, Chen LL, Zagars GK, Pollock RE, Benjamin RS, Pisters PW. Extraosseous osteosarcoma:
response to treatment and long-term outcome. J Clin Oncol 2002;20(2):521-7.

Janjan N, Crane C, Delclos M, Ballo M. Brachytherapy for locally recurrent soft-tissue sarcoma. Am
J Clin Oncol 2002;25(1):9-15.

Ballo MT, Strom EA, Zagars GK, Bedikian AY, Prieto VG, Mansfield PF, Lee JE, Gershenwald JE,
Ross M. Adjuvant irradiation for axillary metastases from malignant melanoma. Int J Radiat Oncol
Biol Phys 2002;52(4):964-72.

Crane CH, Abbruzzese JL, Evans DB, Wolff RA, Ballo MT, Delclos M, Milas L, Mason K,
Charnsangavej C, Pisters PW, Lee JE, Lenzi R, Vauthey JN, Wong AB, Phan T, Nguyen Q, Janjan
NA. Is the therapeutic index better with gemcutabme -based chemoradiation than with 5-fluorouracil-
based chemoradiation in locally advanced pancreatic cancer? Int J Radiat Oncol Biol Phys
2002;52(5):1293-302. :

Little DJ, Ballo MT, Zagars GK, Pisters PW, Patel SR, El-Naggar AK, Garden AS, Benjamin RS.

- Adult rhabdomyosarcoma: outcome following multimodality treatment. Cancer 2002;95(2):377-88.

16.
17.

18.

19.

20.

21.

23.

24,

Pisters PW, Ballo MT, Patel SR. Preoperative chemoradlatlon treatment strategies for Iocallzed
sarcoma. Ann Surg Oncol 2002;9(6):535-42.

Ballo MT, Gershenwald JE, Zagars GK, Lee JE, Mansfleld PF Strom EA Bedikian AY, Kim, KB
Papadopoulos NE, Prieto VG, Ross MI. Sphincter-sparing local excas:on and adjuvant radiation for
anal-rectal melanoma. J Clin Oncol 2002;20(23):4555-8.

Hung A, Crane C, Delclos M, Ballo M, Ajani J, Lin E, Feig B, Sklbber J ‘Janjan N. Cisplatin-based
combined modality. therapy for anal carcinoma: a wider therapeutic index. Cancer 2003; :97(5):1195-
202,

Ballo MT, Bonnen MD; Garden AS, Myers JN, (:ershenwald JE Zagars GK, Schechter NR
Morrison WH, Ross MI, Kian Ang K. Adjuvant irradiation for cervncal lymph- node metastases from
melanoma. Cancer 2003; ;97(7):1789-96.

Zagars GK, Ballo MT, Pisters PW, Pollock RE, Patel SR, Benjamin RS Evans HL. Prognostlc
factors for patients with localized soft-tissue sarcoma treated with conseryation surgery and
radiation therapy: an analysis of 225 patients, Cancer 2003; :97(10):2530-43. _

Zagars GK, Ballo MT. Sequencing radiotherapy for soft tissue sarcoma when. re-resection i is
planned. Int J Radiat Oncol Biol Phys 2003;56(1):21-7.

. Zagars GK, Ballo MT, Pisters PW, Pollock: RE, Patel SR, Benjamin RS. Surgical margins and re-

resection in the management of patients with soft tissue sarcoma using conservative surgery and
radiation therapy. Cancer 2003;97(10):2544-53. '
Zagars GK, Ballo MT, Pisters PW, Pollock RE, Patel SR, Benjamin RS. Preoperative vs.
postoperative radiation therapy for soft tissue sarcoma: a retrospective comparative evaluatlon of
disease outcome. Int J Radiat Oncol Biol Phys 2003;56(2):482-8.

Zagars GK, Ballo MT. Significance of dose in postoperative radiotherapy for soft tissue sarcoma

~ Int J Radiat Oncol Biol Phys 2003;56(2):473-81.

25.

26.

27.

Pisters PW, Ballo MT, Fenstermacher MJ, Feig BW, Hunt KK, Raymond KA, Burgess MA, Zagars
GK, Pollock RE, Benjamin RS, Patel SR. Phase | trial of preoperative concurrent doxorubicin and
radiation therapy, surgical resection, and intraoperative electron-beam radiation therapy for patients
with localized retroperitoneal sarcoma. J Clin Oncol 2003;21(16):3092-7.

Caudell JJ, Ballo MT, Zagars GK, Lewis VO, Weber KL, Lin PP,.Marco RA, El- NaggarAK _
Benjamin RS, Yasko AW. Radiotherapy in the management of giant cell tumor of bone. Int J.Radiat
Oncol Biol Phys 2003;57(1):158-65.

Zagars GK, Ballo MT, Pisters PW, Pollock RE, Patel SR Benjamln RS. Prognostic factors for
disease-specific survival after first relapse of soft-tissue sarcoma: analysis of 402 patients with
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disease relapse after initial conservative surgery and radlotherapy Int J Radiat Oncol Biol Phys
2003;57(3):739-47.

Court LE, Dorig L, Taylor N, Ballo M, Kitamura K, Lee A, O'Daniel J, White R, Cheung R, Kuban D.
Inter and Intra-User Varrablllty in CT-Guided Prostate Localization. Irit J Radlat Oncol Biol Phys
57(2 Suppl):S332-333, 2003.

Ballo MT, Zagars GK, Cormier JN; Feig BW, Patel SR Pisters PW. The: Length of Time Between
Surgery and Post-Operative Radiotherapy and Local Control for Soft Tissue Sarcoma. Int J Radiat
Oncol Biol Phys 2003;57(2 Suppl):S254.

Bonnen MD, Ballo MT, Myers JN, Garden AS, Diaz EM, Gershenwald JE, Morrison WH, Lee JE,
Oswald MJ, Ross MI, Ang KK. Elective radiotherapy provides regional control for patients with
cutaneous melanoma of the head and neck. Cancer 2004;100(2):383-9.

Zagars GK, Ballo MT, Lee AK, Strom SS. Mortality after cure of testlcular seminoma. J Clin Oncol
2004,22(4):640-7.

Kim KB, Sanguino AM, Hodges C, Papadopoulos NE, Eton O, Camacho LH, Broemeling LD,
Johnison MM, Ballo MT Ross M, Gershenwald JE, Lee JE, Mansfield PF, Prieto VG, Bedikian AY.
Biochemotherapy in patients with metastatic anorectal mucosal melanoma. Cancer
2004;100(7):1478-83.

Ballo MT, Zagars GK, Cormier JN, Hunt KK, Feig BW, Patel SR, Pisters: PW, lntervalbetween ,
surgery and radiotherapy: effect on Iocal control of soft tlssue sarcoma Int J Radlat Oncol Biol Phys
2004;58(5):1461-7.

Cormier JN, Ballo MT. Functional outcome after treatment of Iower extremlty soft tlssue sarcoma:
what should we tell our patients? Ann Surg Oncol 2004;171(5):453-4.

Court LE, Dong 'L, Taylor N, Ballo M, Kitamura K, Lee AK, O'Daniel J, White RA, Cheung R, Kuban
D. Evaluation of a contour-alignment technique for CT-guided prostate radiotherapy: an intra- and
interobserver study. Int J Radiat Oncol Biol Phys 2004;59(2):412-8.

Pisters PW, Patel SR, Prieto VG, Thall PF, Lewis VO, Feig BW, Hurit KK Yasko AW, Lin-PP,
Jacobson MG, Burgess MA, Pollock RE, Zagars GK, Benjamin RS, Ballo'MT:-Phase I trial of
pregperative doxomblcln-based concurrent chemoradiation and surgical resection for localized

extremity and body wall soft tissue’sarcomas. J-Clin Oncol 2004; 122(16):3375-80.

Ballo MT, Zagars GK, Gershenwald JE, Lee JE, Mansfield PF, Kim KB, Camacho LH, Hwu P,
Ross MI. A critical assessment of adjuvant radiotherapy for inguinal lymph node’ metaétases from
melanoma. Ann Surg Oncol 2004;11(12):1079-84.

Ballo MT, Garden AS, Myers JN, Lee JE, Diaz EM, Sturgis EM, Morrison WH, Gershenwald JE
Ross MI, Weber RS, Ang KK. Melanoma metastatic to cervical lymph nodes: Can radiothérapy
replace formal dissection after local excision of nodal disease? Head Neck 2005: 127(8):718-21.
Vorburger SA, Xing Y, Hunt KK, Lakin GE, Benjamin RS, Feig BW, Pisters PW, Ballo MT, Chen L,
Trent J, Burgess M, Patel S, Pollock RE, Cormier JN. Anglosarcoma of the breast. Cancer
2005;104(12):2682-8.

Ballo MT, Ross MI, Cormier JN, Myers JN, Lee JE, Gershenwald JE, Hwu P, Zagars GK. :
Combmed-mcdalrty therapy for patients wrth reg:onai nodal metastases from melanoma |nt J
Radiat Oncol Biol Phys 2006; ;64(1):106-13. ‘

Pawlik TM, Ross M, Prieto VG, Ballo MT, Johnson MM, Mansfi eld PF, Lee JE, Corrmer JN;
Gershenwald JE. Assessment of the role of sentinel lymph node biopsy for prlmary cutaneous
desmoplastic melanoma. Cancer 2006;106(4):900-6. -

Beddar AS, Krishnan S, Briere TM, Wang X, Delclos ME, Ballo MT, Das P, Gould- S, Horton JL,

‘Crane CH. The optimization of dose delivery for intraoperative high-dose-rate radiation therapy

using curved HAM applicators. Radiother Oncol 2006;78:207-12.

Pawlik TM, Pisters PW, Mikula L, Feig BW, Hunt KK, Cormier JN, Ballo MT, Catton CN, Jones JJ,
O'Sullivan B, Pollock RE, Swallow CJ. Long-term results of two prospective trials of preoperative
external beam radiotherapy for localized intermediate- of high-grade retroperrtoneal soft tissue
sarcoma. Ann Surg Oncol 2006;13:508-17.

Tseng JF, Ballo MT, Langstein HN, Wayne JD, Cormier JN, Hunt KK, Feig BW, Yasko AW, Lewus
VO, Lin PP, Canndn CP, Zagars GK,'Pollock RE, Pisters PW. The effect of: preoperative 4
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radiotherapy and reconstructive surgery on wound complications after resection of extremlty soft-
tissue sarcomas. Ann Surg Oncol 2006;13:1209-15.

Cannon CP, Ballo MT, Zagars GK, Mirza AN, Lin PP, Lewis VO, Yasko AW, Benjamin RS, Pisters
PW. Complications of combined modality treatment-of primary lower extremity soft-tissue
sarcomas. Cancer 2006;107:2455-61.

Ballo MT, Zagars GK, Pollock RE, Benjamin RS, Feig BW, Cormier JN, Hunt KK, Patel SR, Trent
JC, Beddar S, Pisters PW. Retroperitoneal soft tissue sarcoma: an analysis of radiation and
surgical treatment. Int-J Radiat Oncol Biol Phys 2007,67:158-163. ‘

Lin PP, Pino ED, Normand AN, Deavers MT; Cannon CP, Ballo MT Plsters PW, Pollock RE, Lewis
VO, Zagars GK, Yasko AW. Periosteal margin in soft-tissue sarcoma. Cancer:2007;109:598-602.
Torres MA, Ballo MT, Butler CE, Feig BW, Cormier JN, Lewis VO, Pollock RE, Pisters PW, Zagars
GK. Management of locally recurrent soft-tissue sarcoma after pnor surgery -and radiation therapy.
Int J Radiat Oncol Biol Phys 2007;67:1124-9. "

Lev D, Kotilingam D, Wei C, Ballo MT, Zagars.GK; Plsters PW, Lazar AA, Patel SR, Benjamin RS,
Pollock RE. Optimizing treatment of desmoid tumors. J Clin Oncol:2007;25:1785-91.

Harb WJ, Luna MA, Patel SR, Ballo MT, Roberts DB, Sturgis EM. Survival in patients with synovial
sarcoma of the head and neck assoclatlon W|th tumorlacation, suze and extensmn Head Neck
2007;29:731-40. .

Pisters PW, Pollock RE, Lewis VO Yasko AW Cormrer JN; Respondek PM,. Fe|g BW, Hunt KK, Lin
PP, Zagars G, Wei C, Ballo MT.:Long-term results of prospective trial of surgery alone with i
selective use of radiation for patients with T1. extremity and-trunk soft tissue sarcomas. Ann Surg
2007;246:675-81; discussion 681-2, 10/2007.

Guadagnolo BA, Zagars GK, Ballo MT, Patel SR, Lewis VO, Pisters PW, Benjamin RS, Pollock
RE. Long-term outcomes for synovial sarcoma treated wrth conservatron surgery and radlotherapy

- Int'J Radiat Oncol Biol Phys 2007;69:1173-80.

53.

55.

56.

57.
8.

59.
60.
61.

Lev D, Kotilingam D, Wei C, Ballo MT, Zagars GK, Pisters PW, Lazar AA, Patel SR, Benjamin RS,
Pollock RE. Evolvmg pattérns of desmoid tumor. J Clin Oncol 2007;25:1785-1791. '

. Guadagnolo BA, Zagars GK, Ballo MT, Patel SR, Lewis VO, Pisters PWT, Benjamin RS, Pollock

RE. Long-term outcomes for synovial sarcoma treated with conservation surgery and radiation
therapy. Int J Radiat Oncol Biol Phys 2007;69:1173-1180.

Pisters PWT, Pollock, RE, Yasko AW, Lewis VO, Cormier JN, Respondek PM, Feig BW, Hunt KK,
Lin PP, Zagars G, Wei C, Ballo MT. Long-term results of a prospective trial of surgery alone with
selective use of radiation treatment for patients with T1 extremity and trunk soft tissue sarcomas.
Ann Surg 2007;246:675-682.

Torres MA, Ballo MT, Butler CE, Feig' BW Cormier JN, Lewis VO, Pollock RE, Pisters PWT,
Zagars GK. Treatment for isolated local recurrence of soft tissue sarcoma arising in a prewously

“irradiated field. Int J Radiat Oncol Biol Phys 2007;67:1124-1128.

Heller L, Ballo MT, Comiér JN, Oates SD; Butler CE: Staged reconstruction-for resection wounds
in sarcoma patients treated with brachytherapy. Ann Plast Surg 2008,60:58-63. - i
Guadagnolo BA, Zagars GK, Ballo MT, Patel SR, Lewis VO, Benjamin RS, Pollock RE: Excellent

-local control rates and distinctive patterns of failure in myxoid liposarcoma treated with conservatron

surgery and radiotherapy. Int J Radiat Oncol Biol Phys 2008;70:760-5, 3/2008.

Guadagnolo BA, Zagars GK, Ballo MT. Long-term outcomes for desmoid tumors treated wuth
radiation therapy. Int J Radiat‘Oncol Biol Phys 2008;71:441-7:

Guadagnolo BA, Zagars GK, Ballo MT, Strom SS, Pollock RE, Benjamin- RS Mortallty after cure of
soft-tissue sarcoma treated with conservation surgery and radiotherapy. Cancer 2008;113:411-8.
Hsu A, Frank SJ, Ballo MT, Garden AS, Morrison WH, Rosenthal DI, Hatef E, Esmaeli B.
Postoperative adjuvant external-beam radiation therapy for cancers of the eyelid and conjunctiva.

" Ophthal Plast Reconstr Surg 2008;24:444-9.

62.

Bartell HL, Bedikian AY, Papadopoulos NE, Dett TK, Ballo MT, Myers JN, Hwu P, Kim KB.
Biochemotherapy in patients with advanced head and neck mucosal melanoma Head Neck
2008;30:1592-8.
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Ballo-MT, Postma KE, Washington CM, Buchholz TA, Cox JD. Development of a successful -
outreach program at M. D. Anderson Cancer Center: a global. perspectrve J Am Coll: Radrol
2008;5:1170-3. : ‘
Davis EC, Ballo MT; Luna MA Patel SR Roberts DB, Nong: X, Sturgis EM. Liposarcoma of the
head and neck: The Unlversrty of Texas M. D. Anderson Cancer Center experience. Head Neck
2009:31:28-36.

Beadle BM, Guadagnolo BA, Ballo: MT Lee JE, Gershenwald JE, Cormier JN; Mansfield PF Ross
MI, Zagars GK. Radiation therapy field extent for adjuvant treatment of axillary metastases from
malrgnant melanoma. Int J Radiat Oncol Biol Phys:2009;73:1376-82. .

Agrawal S, Kane:JM, Guadagnolo BA, Kraybill WG, Ballo MT. The benefits of adjuvant radratron

Gifford KA, Nelson CL, Kirsner SM, Kisling KD, Ballo MT Bloom ES. On the feasibility of treatlng to

~a1.5 em PTV with a commercial srngle-entry hybrid applicator in APBI breast brachytherapy. J

68.
69.

70,

Contemp Brachyther'2012;4:29-33.

Gifford KA, Pacha O, Hebert AA, Nelsen CL, Kirsner:SM, Ballo MT, Bloom ES Anew paradlgm for
calculating skin dose.: Brachytherapy 2013;12:114-9. . -

Ballo MT, Chronowski GM, Schlembach PJ, Bloom ES, Arzu 1Y, Kuban DA. Prqspectrve peer

-feview quality-assurahce for outpatiént radiation therapy. Pract Radiat Oncol. 2014,4(5):279-84.

Davidson'S, Kirsner S, Mason B, Kisling K, Barrett RD, Bonetati'A, Ballo MT. Dosimetric impact of

-setup accuracy for an electron breast boost technique. Pract Radrat Oncol. 2015 /n Press.

Invited Artlcles

1. Ballo MT Ang KK. Radiation therapy for mallgnant melanoma Surg Clin North Am 83(2) 323-42,
4/2003.

2. Ballo MT, Zagars GK. Radratlon therapy for soft trssue sarcoma Surg Oncol Clin. N Am 12(2); 449-
67, vii, 4/2003.

3. Ballo MT, Lee' AK. Current results of braohytherapy for soft trssue sarcoma Curr Opin Oncol
15(4):313-8, 7/2003.

4. Ballo MT, Ang KK. Radiotherapy for cutaneous malrgnant melanoma: rationale and indications.
Oncology (Williston Park) 18(1) 90-107; discussion 107-10, 113-4, 1/2004.

Editorials

1. Ballo'MT, Pollack A, Zagars: GK. Controversres in‘the Management of Stage | Semrnoma
“Oneology 1998;12:1217-1221..

2. Ballo MT, Plsters PWT. Commentary on: lmprovrng breast cancer quallty of care wrth the use.of
. patient:navigators [Am Surg 2010; 76 1043-1046) Breast Dlsease A Yearbook Quarterly
2011;22:256-257.; «

3 Ballo ‘MT; Reed VK Commentary on Accelerated: partlal breast |rradratron with mterstltral |mplants
risk factors associated with increased focal recurrence [Int J Radiat Oncol Biol: -Phys..2011,80:1458-
1463] Breast Disease: A Yearbook Quarterly 2012;23:85.

4. BalloMT, Reed VK. Commentary-on: Psychosocial group intervention for patients with primary

breast cancer: a randomized trial-[Eur J Cancer. 2011;47:1363-1372]. Breast Dlseases A Year
.Book ' Quarterly.-2012;23:230. :

Abstracts (last 10 years)

L

Ballo MT, Melanoma metastatrc to cervical lymph nodes: Can radiotherapy replace formal lymph
node dissection after wide local excision? Annual Meeting of the American Society for Therapeutic
Radiology and Oncology, Atlanta, GA, 2004, _

Ballo MT. Mortality after apparent cure of patient with soft tissue sarcoma. Annual Meeting of the
Connective Tissue, Montreal, Canada, 2004.
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3. Ballo MT. Complications of Combined Modality Treatment of Primary Lower Extremity Soft Tissue
Sarcomas. Connective Tissue Oncology Society 11th Annual Meeting, Boca Raton, FL, 2005.

4. Ballo MT. The Periosteal Margin in Soft Tissue Sarcomas. Connective Tissue Oncology Society
11th Annual Meeting, Boca Raton, FL, 2005.

5. Ballo MT. Therapeutic Lymphadenectomy Alone Versus Adjuvant Radiotherapy for Regional Nodal
Metastases from Melanoma. American Society of Clinical Oncology 44th Annual Meeting; Chicago,
IL, 2008.

6. Ballo MT. A Peer Review Program for Outpatient Radiotherapy. Annual Meetlng of the American
Society for Therapeutic Radiology and Oncology, San Diego, CA, 2010. =

7. Bolukbasi Y, Selek U, Saglam Y, Kataria A, Unal Z, Alpan VZ, Kirsner S, Ballo MT Breath hold
irradiation technique for left sided breast cancer significantly reduces cardiac radiation exposure..
Annual Meeting of the European Society for Radiotherapy and Oncology, Barcelona, Spain, 2012.

8. Selek U, Bolukbasi Y, Saglam Y, Alpan V, Kirsner S, Ballo MT. Volumetric Arc Therapy Seems
More Promising To Spare Organ At Risk In Adjuvant Postoperative Radiotherapy For Pancreas
Adenocarcinoma In Comparison To Step And Shoot Intensity Modulated Radiotherapy. Annual . ...
Meeting of the American Society for Radiation Qncology, Boston, MA, 2012.

Book Chapters

1. Ballo MT. Radiation Therapy for Soft Tissue Sarcoma ln Atlas of Cancer 1. Lippincott Williams &
Wilkins: Philadelphia, PA, 360-363, 2002.

2. Ballo MT, Shadle K, Pollack A. Radiotherapy in the Management of Seminoma. In: Atlas of
Genitourinary Oncology, 1. W. B. Saunders Company: Philadelphia, PA, 205-216, 2002, .

3. Janjan NA, Delclos ME, Ballo MT, Crane CH. Palliative Care. In: Radlatlon OncoIOQy Ratlonale

Technique, Results. 8. Mosby: St. Louis, MO, 954-986, 2003.

Janjan NA, Ballo MT, Delclos ME, Crane CH. The AnaI Region: In: Radiation Oncology Ratlonale

Technique, Results. 8. Mosby: St. Louis, MO, §37-556, 2003.

Janjan NA, Delclos ME, Ballo MT, Crane CH. The Colon and Rectum. In Radlatlon Oncology

Rationale, Technique, Results. 8. Mosby: St. Louis, MO, 497- 536, 2003.

Ballo MT, Zagars GK. The Soft Tissue. In: Radiation Oncology. Ratlonale Technique Results 8.

Mosby: St. Louis, MO., 884-911, 2003.

Ballo MT, Ross MI. Anal Melanoma In: Clinical Scenarios in Surglcal Oncology L|pp|ncott W|ll|ams

& Wilkins: Philadelphia, PA, 173-177, 2005.

Ballo MT, Ang KA. Malignant Melanoma. In: Clinical Radiation Oncology. 2 EIsevrer Churchill

Livingstone: Philadelphia, PA, 865-977, 2007.

Ballo MT. Radiation Therapy for Soft Tissue Sarcoma. In: Atlas of Cancer, 2. Lippincott Williams &

Wilkins: Philadelphia, PA, 360-363, 2008.

10. Ballo MT, Zagars GK. Soft Tissue Sarcoma. In: Advanced Therapy in Surglcal Oncology, 1. BC
Decker Inc., Hamilton: Ontario, Canada, 684-691, 2008.

11. McGovern SL Ballo MT. Radiation Oncology in Skin Cancer Treatment. In Skin Cancer
Management, A Practical Approach, 1. Springer: New York, NY, 269-271, 2010.  ~

12. Ballo MT, Zagars Gk. The Soft Tissue. In: Radiation Oncology. Ratlonale Techniqué, Results. 8.
Mosby: St. Leuis, MO, 884-911, 2010.

13. Ballo, MT, Ang KK. Malignant Melanoma. In: Clinical Radiation Oncology, 3rd. Ed(s) LL Gunderson
&JE Tepper Elsevier: Phlladelphla 771-782 anticipated 2014

© ® N o o M

Research Experience

Protocols (Funded) .
Principal Investigator, A pilot phase I study of pre-operative radlatlon therapy and thalldomlde for low

grade primary soft tissue sarcoma or: preoperative MAID/thalldomlde/ra_dlat_ron therapy for high/intermediate

grade primary soft tissue sarcoma of the extremity or body wall, RTOG 0330, 2004.

~
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Protocols. (Unfunded) \
Principal Investigator, Image guided radiotherapy to analyze reproducibility of out lateral decubltus
breast boost technique, MDACC 2011-0706, 2011.

Teaching Experience

Organization of Conferences/Symposia (Include chairing session)
Rad Onc 2002, MD Anderson Department of Radiation Oncology, Houston, TX, Chair, 2002
Rad Onc 2004, MD Anderson Department of Radiation Oncology. Houston, TX, Chair, 2004
Texas Radlologlcal Soclety. Radiation Oncology Section, Houston TX, Vlce Chair, 2013
Texas Radlologlcal Somety. Radlatlon Oncology Section, Houston TX, Chair, 2014
» Member of Editorial Rewew Board Shei
Guest Editor, Breast Diseases: A Yearbook Quarterly, 2011-present

Journal Reviewer _
Reviewer, American Journal of Clinical Oncology, 2014-present
Reviewer,‘International: Journal- -of: Radlatlon Oncology, Blology, Physics, 2000-present
Reviewer, Cancer, 2002-present -
Revuewer International Journal of Cancer 3002- -present
Reviewer, British:Journal of Cancer;: 2003~present
Reviewer, Radiotherapy and Oncology, 2003—present
Reviewer, Journal of Clinical Oncology, 2008-present
Reviewer, European Journal of Surglcal Oncology, 2010-present
Reviewer, Lancet Oncology, 2011 —present
Reviewer, Casé Reports in Medicine, 2012-present -
Reviewer, Head and Neck, 2008-present

Manuals, Teaching Aids, Other Teaching Publications A :
Ballo MT. Radiotherapy ReVIew for the National Boards: A Comprehenswe Guide for Re5|dents

Formal Teaching Courses Taught ) :

Lecturer, Mallgnant Melanoma for Radiation Oncology Residents. Yearly, 2000—2007 o

Lecturer, Soft Tissue Sarcoma for Radiotherapists. Yearly, 2000-present

Lecturer, Basic Introduction to Radiation Oncology to 4th year medical students rotatlng on
Hematology/Oncology Rotation. 2005—2008

Lecturer, Soft Tissue Sarcoma for Baylor Radiation Oncology Resldents Yearly, 2007—present

Lecturer, Introduction to Radiation Oncology for St John's Nurses, CHRISTUS St. John's. 2012

Presentations at National or International Conferences (Invited)

1. The Role of Radiation in Treatment of Melanhoma, Ashville, NC, 2002
2. ' The Role of Radiation in Treatmerit of Soft Tissue Sarcoma ‘Ashville, NC, 2002
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3. Novel Forms of Radiation Therapy, Association of Physician Assistants in Oncology, Austin, TX,
2003

4. The Role of Intraoperative Radiotherapy for Recurrent Rectal Cancer, Advances and Controversies
in Clinical Oncology, Steamboat Springs, CO, 2003

5. Management of Patients with a Positive Sentinel Lymph Node from Malignant melanoma,
Advances and Controversies in Clinical Oncology, Steamboat Springs, CO, 2004

6. Radiotherapy for patient with soft tissue sarcoma: who gets XRT and who needs it?, Advances and
Controversies in Clinical Oncology, Park City, UT, 2005

7. Complications of Combined Surgery and Radiation Therapy of Primary Lower Extremity Soft Tissue
Sarcomas, Western Orthopedic Association 70th Annual Meeting, Santa Fe, NM, 2006

8. Resection and Brachytherapy for Recurrent Soft Tissue Sarcoma Arising in a Previously Irradiated
Field., American Brachytherapy Society Meeting, San Francisco, CA, 2006

9. Treatment of Soft Tissue Sarcomas Abutting Bone, Musculoskeletal Tumor Society Annual
Meeting, Key West, FL, 2006

10. An Introduction to Radiation Oncology, Amarillo Cancer Programs Consortium, Amarillo, TX. 2007

11. Education Session on the Management of Patients with Soft Tissue Sarcoma, American Society for
Therapeutic Radiology and Oncology, Los Angeles, CA, 2007 -

12. Education Session on the Management of Patients with:Soft Tissue Sarcoma, American Society for
Therapeutic Radiology and Oncology, Boston, MA, 2008 ’

13. Discussant for the Plenary Session Abstract Presentation, American Society for Therapeutic
Radiology and Oncology, Chicago, IL, 2009

Affiliations/Memberships

National and International
Alpha Omega Alpha Honor Medical Society, Menlo Park CA, Member, 1996-present
American College of Radiation Oncology, Bethesda, MD, Member, 1996-2000
Connective Tissue Oncology Society, Alexandria, VA, Member, 2000-2007
International Society of Intraoperative Radiation Therapy, Houston, TX, Member, 2000-2005
American Society for Therapeutic Radiology and Oncology, Fairfax, VA, Member, 1996—-present
American College of Radiology, Reston, VA, Member, 2000-present,
American Society of Clinical Oncologists, Alexandria, VA, Member, 2000~present

Local/State
Gilbert H. Fletcher Society, Houston, TX, Active Member, 2000-present
Texas Radiological Society, Austin, TX, Member, 2000-present
Harris County Medical Society, Houston, TX, Active Member, 2001~present
Texas Medical Association, Austin, TX, Member, 2001—present
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A o ~ s UNIVERSITYof

B University Haspital SEERH
Fransplagt Institite HEALTH SCIENCE CENTER _

February 18, 2016

Melanie M. Hill

Executive Director

Tennessee Health Services.and Developient Agency
Andrew Jackson State Office Building, Ninth Floor

M. Hill:

viiting this letter in support of the proposed Methodist Universite Hospital Cedtificate of Need
¢ has been filed with your agency. 1 am the Program Director of the Methodist
ospital Transplaut Institute and Professor of Surgery at the University of Tenmesses Health
ter in Memphis, TN,

gram partnered with Methodist Le Bonheur Realtheare in 2004 and formed the Methodist
ital Transplant Institute (MUHTT). Mare than 1,000 Jiver wansplants and 1,000 kidney
been performed at MUHTI and Le Bonheur Children’s Hospital sines 2006. MUHTI
t percentage of minority patients in the country and has the only pediatric liver transplant
derserved Mid-South (TN, AR, and MS). MUHTI is renowned for the most experience
ver transplantation it the world. The Institufe ranks among the tap 10 liver transplant
he top 15 overall fransplant programs in th@ nation, and hes performed over 6.000

of receiving a transplanted organ is unlike any other patient experience. Parients embark

ruey Wwith the transplant ¢are team. From pre-transplant testing through the wait for an

en to life changing transplont surgery. the Institute sérves as 4 home awny from home. As

m again and again for post-transplant medical, soclal, psycliclogical and spiritual support, the
prehensive care center as 2 home becommes even more critical: This enduring

mnsplant Institute makes it imperdtive that the facility provide integrated inpatient und

> offerings in, 2 single building. 3

our transplant paients is extraosdinary, but the facility where these patients reeeive
TInstitute fs spread over severaf buildings on campus. This canses not only stress
wigating the many steps in the Transplant process, but also taxes the efficiency
our patients, families, staff and physi¢iahs, I ask that you strongly

you, - _

o on s st

- Tennessee 36104.% §09-516:3183 ¢ Tall Free 1-866-605-7710
disthezlth.arg/transplant
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The University of Tennessee

@ | WEsT

Institute for Cancer Research

February 18, 2016

Ms. Melanie M. Hill

Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson State Office Building, Nmth Floor
502 Deaderick Street

Nashville, Tennessee 37243

Dear Ms—.—-.-Hillr:

I write to you in support of the proposed Methodist Umvers:ty Hospital Certificate of Need
application which has been filed with your agency. As the Executive Director of West Cancer
Center, I can attest to historic growth for our organizations, as we continue to expand our
services and facilities.

This letter is written with great enthusiasm to ask for your support from the Tennessee Health .
Services and Development Agency. Collaboration has been the igniting force for our partnership
with Methodist Healthcare, as we embarked collectively and steadfastly on a mission to combine
the foremost experts in patient care, research and education in order to provide the best p0351ble
cancer treatment for patients both here in Memphis and across the United States.

Upon approval of this project we will march forward with continued enhancement of oncology
services to our entire community, specifically in the: downtown Memphis region where we will
care for many underserved and uninsured. ‘No longer will patients have to visit multiple office
locations for the often complex interventions needed for their cancer treatment. Much like our
East Memphis Campus, they can see their entire team of expert physicians, all in a single visit on
the Methodist University Campus. The net result is a collaborative environment that will foster

our comprehensive approach’ to treatment and transform the delivery of oncology care in the
Mid-South.

I thank 'you for your serious consideration this apphcatwn rightfully deserves.
Sincerely,

LEgg\.é’chwaItzberg, M.D.,F.ACP. ~

Executive Director

100 North Humphreys Boulevard | Memphis, TN 38120
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The University of Tennessee

@® | WEsT

Institute for Cancer Research

February 18, 2016

Ms. Melanie M. Hill

Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson State Office Building, Ninth Floor '
502 Deaderick Street

Nashville, Tennessee 37243

Dear Ms. Hill;

I am writing this letter in support of the proposed Methodist University Hospital Certificate of
Need application which has been filed with your agency. As the Chief Executive Officer of the
University of Tennessee West Cancer Center, it is with. great enthusiasm that we write this
support letter to the Tennessee Health Services and Development Agency. - West Cancer Center
represents over 350 cancer-focused phys1clan prov1ders in Memphis and the Mid-South
commumty , : :

We are taking steps to assure that all cancer patxents no matter their socioeconomic background —°
have access to the life-saving resources and exceptional care provided by our world-class physicians
and faculty The approval of this project will allow: for this continued enhancement of oncology
services to our entire community, specifically in the downtown Memphis region. The project
will provide West Cancer Center with the ability to add additional access points to our
commumty members, as .well as, provide for growth' as we prepare ourselves for the predicted
increase in cancer incidence rates over the next 5 ~ 7 years.

This prOJect, not only prepares us for that well documented need, but: also allows us to mtegrate
our services into one site. The dehvery of multidisciplinary care within one cancer center is the
best way to treat cancer patients in our community. Patients will no longer bave to g0 to many
sites to receive care for this terrible disease. The approval of this application is imperative for us
to continue our mission and face our fight against cancer for our community and the mid-south
region.

Thank you for your consideration of this application which will positively affect the outcomes of
many cancer patients and their caregivers for years to come.

Smcerel%/

Ch1ef Executive Officer

100 North Humphreys Boulevard | Memphis, TN 38120
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The University of Tennessee

@® | WEST

Institute for Cancer Research

February 18, 2016

Ms. Melanie M. Hill

Executive Director -

Tennessee Health Services and Development Agency
Andrew Jackson State Office Building, Ninth Floor
502 Deaderick Street

Nashville, Tennessee 37243

Dear Ms. Hill:

Please accept my letter of support for the proposed Methodist University Hospital Certificate of
Need application recently filed with your agency As the Department Chair of the Radiation
Oncology Division of West Cancer Center, it is with sincere optimism that we write this suppoxt
letter to the Tennessee Health Services and Development -Agency.

All of the major advances in the field of Radiation‘Oncology have been directed at pérsonalizing ©
the way radiation is delivered. With our proposed West Cancer Center Campus at Methodist :
Umvers1ty, we will have the opportunity to provide “side-by-sidé” cdre for:our patients’ through
the ease of collaboratlon w1th other faculty members worhng w1thm the system

Radiation- Oncologists are an integral part of so many of our patlent’s multx-dlsclplmary team --
working together with Medical Oncologists and Surgical Oncologists to develop treatment
protocols that personalize the care that is prescnbed This only leads to better outcomes for our
patients,

Many of the patients' we currently treat at Methodist University have so many barriers to care.

By providing this “side-by-side” protocol, we can-vastly increase fhe chances’ for our patient’s
survival, and ease many burdens on their: careglvers

I sincerely thank you for your consideration of this application Wthh wﬂl pos1t1ve1y affect the
outcomes-of many cancer patients and their careglvers

ly yours,

W Ballo M.D.,, F.A.CR.
Department Chair, Radiation Oncology

100 North Humphreys Boulevard | Memphis, TN 38120




C_‘)] SEMMES MURPHEY _ 0
Leaders in Brain & Spine Care H
n

" Neurosurgery '

“ Jon H, Robertson, M.D,
Michael S, Muhlbauer, M.D.
Kevin T, Foley, M.O.

Maurice M. Smith, M.D,
Stephenle L. Elnhaus, M.D,
Rodaey G. Olinger, M.D.
Frederick A, Boop, M.D.
Jeffrey M. Socenson, M.D.
Kenan Acnautovic, M.D., Ph.D,
L Madison Michael, i, M.D.
Jullus Fernaadez, M.D.
Adam S. Arthur, M.D., M.P.H.
Jason A, Weaver, M.D,
Danfel A, Holt, M.D., M.P.H.
Todd E, Fountatn, M.D.

Paul Klimo, Jr., M.D., M.P.H,
John D. Braphy, M.D.
LaVerne R. Lovell, M.D.

Raul J, Cardenas, M,0.

Pedlatric Neurosurgery

Michael §. Muhlbauec, M.D.
Stephanle L Elnhaus, M.D.
Frederick A. Baop, M.D,
Paul Kiimo, Ir., M.D,, M.P.H.

Endovascular Neurosurgery

Adam S. Arthur, M.D., M.P.H.
$. David Morrls, M.D.

Dantel A Holt, M.D., M.P.H.
Lucas Elljovich, M.D,

Robert E, Laster, M.O,

Stroke & Critlcal Core Neurology
Lucas Elijovich, M.D.

Neurology

" Lance J. Wright, M.D.
Felyu Chen, M.D,, Ph.D.
Lucas Elijavich, M.D.
Vishad Kumar, M.D,
Debashls Blswas, M.D. -

Anestheslology, Paln Management

Samuel C, Polk, M.D,
Autcy I, Parker, M.D.

Physlcol Medlclne & Rekobllitation

Manuel F. Carro, M.O.
Samuel C. Polk, M.D. -

Neuropsychology

L Kelth Atkins, Ph.D., ABPP-CN
Susan McChesney Atklas, Ph.0.,
ABPP-CN

Brandon C. Baughman, Ph.D;, ABPP—
CcN
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February 18, 2016

Melanie M, Hill

Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson State Office Building, Ninth Floor

502 Deaderick Street

Nashville, TN 37243

Dear Ms. Hill:

I am wiiting this letter in support of the proposed Methodist University Hospital Certificate

of Need application, which has been filed with your agency. My name is L. Madison
Michael I, MD. I am currently Chief of Neurosurgery at Methodist-University Hospital.
In addition, Iam Associate Professor and Program Director of the Neurosurgery Residency
program here at the Umversity of Tennessce and a member of the Semmes-Murphey

Clinic. ; 2
Our depariment delivers the general and subspecialty neurosurgical care for the hospital.

Neurological critical care and endovascular services also fall under our control. Because of
the academic affiliation of Methodist with the University of Tennessee, we have been able

‘to develop a comprehensive Neuroscience Institute that provides exceptional care, produces

original research, and edicates the next generation of physicians.

Our efforts at maximizing efficiency have been stifled by the physical layout of the

hospital. Utilizing a tower concept, we will be able to consolidate our entire service line in
one location, As health-care providers, this is the ideal working space. The results of this
effort will improve the services we offer, resulting in streamlined work-flow and improved

patient care,

Methodist University Hospital has demonstrated a commitment to excellence and
improvement every step of the way. Their support of adding an intraoperative MRI scanner
to the campus is a clear example of this. Technological advancements, along with vertical
integration of our service line, will change the way we practice neurosurgery and allow us
to establish a world-class institute of excellence.

Thank you for your consideration on this matter, We hope to see approval of this project.

Sincerely,
\

L. Madisofi Michael IT, MD, FAANS, FACS
Associate Rrofessor and Residency Program Director

6325 Humphreys Boulevard, Memphis, TN 38120 | Phone: {901) 522.7700 | Fax: (301) 522,2600 | semmes-murphey.com
Additional Qutclinics: ] Jackson, TN | Southaven, MS | Grenada, MS | Tupelo, MS | Batesville, MS
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STATE OF TENNESSEE
county oF Sheth v

NAME OF FACILITY: T e Una ¢ L Untsecdity \%&Ql%a -

| T)-c_-(—.Cre Y H -Lte_.Bn\a nJ, after first belng duly sworn, state under oath that | am the
appllcant named m this Certifi cate of Need appllcatlon or the lawful agent thereof, that |

-have reviewed all of the supplemental mformatlon submltted herewith, and that lt is true

accﬁlrate and complete.

Joftrey H. Liebman_
CEO, Methodist University Hospltal
'8VP, Methodlst Healthcaré

Sworn to and subscribed before me, a Notarb)JLMhls the é day ofm 201_6_,

witness my-hand at office in the County of

My commission expires _,/-W 60 GM/ E :

HF-0043

Revised 7/02
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Hospital

CN1602-009
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TrRAUGER & TUKE February 29, 2016

ATTORNEYS AT LAW 1:16 pm
THE SOUTHERN TURF BUILDING
222 FOURTH AVENUE NORTH
NASHVILLE, TENNESSEE 37219-2117
TELEPHONE (615) 256-8585
TELECOPIER (615) 256-7444

February 29, 2016

VIA HAND DELIVERY

Ms. Melanie Hill

Executive Director

State of Tennéssee
"Health Services & Develepment Agency
502 Deaderick Street, 9™ Floor
Nashville, 'PN 37243

RE:  Méthodist Healthcare-Methodist Hospitals d/bla -
Methodist University Hospital Certificate of Need Application
For Onsite Replacement and-Modernization of the- Hospital Campus
Dear Ms. Hill,
Enclosed please find a Supplemental Response #2, in triplicate, to be filed on behalf of
my client Methodist Healthcare-Methodist Hospitals d/b/a Methodist University Hospital.
Please date stamp the additional enclosed copy of the Response and return it to me. - *

‘Thank you for your assistance.

* Vigry truly yours,

B}m. R Trauger
BRT:kmn
Enclosures

cc:  Carol Weidenhoffer (via email)
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IETHODIST HEALTHCARE
S et

SUPPLEMENTAL RESPONSE #2
CN1602-009 ‘

ONSITE REPLACEMENT AND
MODERNIZATION OF THE
METHODIST UNIVERSITY

HOSPITAL CAMPUS

MEMPHIS, SHELBY COUNTY

Filed February 2016
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‘ ‘ 1:16 pm

1. Section C, Need, Item 1 (Project Specific Criteria) and Section C, Need, Item 5
(Service Area Provider Utilization - MRI and Radiation Therapy Services)
Item 1 - The responses to the project specific criteria are noted. With respect to Table
1in Attachment 4A (MRI) of the supplemental response, it would be helpful to provide
an additional table that shows the combined inventory and utilization of the MRI
services operating on all campuses under Methodist University Hospital’s license.

UTILIZATION OF MRI EQUIPMENT 2012-2014

! 2012 | 2013 2014
: #of #of #of
| Fixed Equipment l‘ro;:____l Units Proc | Units ) Proc Units
Hospltal-Based Equipment (HOSP) e = _ )
 Le Bonheur Children's H05p:tal* R P 5289 2 5,260 2 5,340 2
Methodist Healthcare - Germantown Hospital i 2 6,892 2 6,904 2
 Methodist Healthcare - South Hospital, =~ - I 4,090 1 3,487 1
' Methodist Healthcare - North Hospital | 2 6,003 | 2 6415 | 2
| Methodist Healthcare - University Hosp:tal I - 3 10,524 | 3 130 | 3
|_Off-Campus Equipment 20 ,E ) S Wi - .
West Clinic, P.C (ASTC/ODC) ' Xk _l 564 G A | 1,287 f 1 | 1655 f 1
et __Sublotal MRI | 3444 | 1 | 3056 | 1 [ 3aem | u |
Le Bonheul:Children sHospitaliMRT | 68 | 1 | 7 | 1 | o | 1
_Total MRI i -ncl.udmLMRl ,‘I_l 335tz |1 12 34120 | a2 | 35003 | 12

Source Medh:al Egulnment ggg;ig ry !as of 8.’10!2015)

| ™Note: Le Bonicur Children's Hospital has two standard pediatric MRIs and an iMRI which is used specifically for neurosurgery, Volumes for

| . the iMRI are excluded in top of the chart and shown sepura:cly

The MRI at West Clinic in Germantown is not on a hospital campus but is hospital-
based e?m pment and owned and operated under the Methodist Healthcare-Memphis
Hospitals license.

Asmentioned previously, Le Bonheur Children’s Hos pital, part of the Methodist
ﬂaalthmmMemplﬁs Hospitals, currently operates an IMRL. See the historical
volumes above for thiss edal tse equipment at Le Bonheur. AniMRI is aspecial-
use MRI that is used inthe o era :rmm Similar to the Le Bonheur iMRI, this

o‘pﬂsal igfor an in“tra _l%ehc resonance imaging (IMRI) unit for use in
the netos: argery of g mum. 8 equipment will be used to assist
neﬂmsur ns in £ eresection of brain tumors initially. Without this technolo
MRI testing must be done in the hospital's ra&iology lepartment post-operative

This delayed imaging could identify the further need for sar ery and the aﬁ:enfwill
have to undergu asubsequent.surgery. iMRI is advanced technology in :ﬁedim
that bridges the specialties of surgery and radiology. With this:technology, the

Fremsmn and success of surgical treatment of ‘epilepsy and brain tumor femoval
ncrease.

Item 5 - The tables requested for purposes of providing a summary of the utilization of
MRI and Radiation Therapy providers is noted. In the interest of consistency with
Table 3 in Attachment 4A (MRI) and Table 2/ Table 3 in Attachment 4B (Radiation

2
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Therapy), please revise the table by including a count of the numeQMfﬁp 16
provider. An example is shown in the table below. 1:16 pm

Provider Summary, Applicant’s TN County Service Area

MRI] Summary _
County " | #Units by Provider Type* 2012 2013 2014 %
Scans Scans* Scans* Change
: 1 - . . '12-14
_HOSP (26 then 27 in 2013-4) 70,173 68,880 | 69,161 -1.4%
PO (6) ' 27,064 26,351 26,897 | -0.6%
RPO (1) 6,538 6,737 6,505 0.5%
Shelby (PSA)  I"H.Imaging (3) 3331 | 2688 | 3.680 | 10.5%
ODC (1) 2214 2,563 2,889 30.5%
ASTC/ODC (1) ° 1,564 1287 | 1655 |  5.8%
Shelby County (PSA) 110,884 | 108,506 | 110,787 | -0.1%
Shelby County Scans per Unit : 2918 .| 2782 | 2841 :
Shelby County w/o HOSP St Jude 102,147 | 100201 | 102,410 | - 0.3%
Shelby County w/o HOSP St Jude Scans per Unit_ 1 3,004 2863 | 2926
. HOSP-Fixed (5) 15,536 14,639 13,205 -15.0%
TN Counticsin | POBL . 7626 | 755 | 8364 [ 97%
SSA (T) HODC (3) 7,027 6491 | 7090 | 09% |
OoDC (1) i . 6,781 8,835 10,676 57.4%.
. HOSP-Mobile (1). 389 292 314 -19.3%’
| TN Counties (SSA) 37,359 | 37,809 | 39,649 | 6.1% |
TN Counties Scans per Unit i W 2874 | 2908 | ‘3,050 6.1%
TN Counties w/o. HOSP Mobile (1 mobile unit) 36,970 | 37517 39335 |  6.4%
TN Counties w/o HOSP Mobile Scans per Unit 3081 | 3,26 | 3278 | 6.4%

~ Please note a correction from the previous chart filed for Shelby County 2013
scans per unit to 2,782. There was a typo in the previous chart which this
corrects and adds the counts of equipment. The second subtotal for the
Tennessee PSA excludes the 4 units at St. Jude.

Provider Summary, Applicant’s TN County Service Area
Radiation Therapy/Liiiear Accelerator Sumimary

| County [ #Units by Provider Type* | 2012 | 2013 2014 | %
Scans Scans* Scans* Change
) | } . 1 112-14
HOSP (10) 56,360 | 51,351 | 54,584 23.2%
Shelby ®SA)  [astc(y 7610 | 6963 | 4641 | -38.9%
' Shelby County (PSA). 63,970 | 58314 | 59,231 -7.4%
Shelby County Scans per Unit L B 5815 | 5301 5,385 +7.4%.
_Shelby County w/o HOSP St Jude 59,365 | 54,558 | 54,707 -1.8%
Shelby County w/o HOSP St Jude Scans per Unit 6,596 6,062 6,079 | -7.8%
o [Hose@ - 14985 | 13,105 | - -100.0% _
msgguz‘(t;‘)’s in HRAD (3) I - | 14175 n/a
_ RAD (2). _ 9338 | \9298 6,726 28.0%.
| TN Counties (SSA) 24,323 22,493 20,901 -14.1%
| TN Counties Scans per Unit - 4,865 | 4,499 4,180 -14.1%

The second subtotal for the Tennessee PSA excludes the 2 units at St. Jude.
3
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*Note: Provider type can be abbreviated using the Jollowing legend: H (hdspA®IlppeOPD (hospital
outpatient department); ODC (outpatient diagnostic center); PO (private medical practice; RPO
(radiologist physician office). Please.check with Alecia Craighead, Stat 11, Jor assistance with data
available from the HSDA Equipment Registry

2. Section C, Need, Item 6 , >
The table showing the utilization of the hospital’s MRI, Radiation Therapy and PET
services is noted.

With respect to MR, it appears that the utilization specific to the 3 MRI units on the
applicant’s main campus was provided in the table. Please complete the table below'
showing the historical and projected MRI utilization of Methodist University
Hospital’s main campus and the combined utilization of the MRI service operating
under the hospital’s consolidated license.

Serviee 1 2013 | 2014 2005 | % | 2016 Year1 | Year2 |
| Preliniinary | Change | Projected
MRI (main University Campus) | 10,524 | 11130 | 11,100 55% | 11,297 | 11,979 | 12,159
MRI (satellite locations) ' | 23,605 | 23,893 23610 | 00% | wa | nA n/a
MRI (combined University and | 34,129 | 35,023 34710 | 1.7% n/a ' n/a n/a
satellite locations) = = A z | ' ' . .

Source: Tennessee Medical Equipment Registry as of 8/2015 and internal data
Note: Satellite locations include Methodist North, Methodist South, Methodist Le Bonheur Germantown, Le Bonheur
Children’s Hospital and West Cancer Center (off-campus, hospital-based equipment) 5

Also, includes the Le Bonheur iMRI with volumes noted in #1 above and 122 iMRI procedures performed in 2015 as noted in
| earlier responses. = o LT ST B | EN - W i

Per previous v,é.()nversatioh§=~the projected volumes were calculated for the project-only
equipment in 2016 and through Year 1 and Year 2 so are shown as n/a-not applicable.
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AFFIDAVIT

STATE OF TENNESSEE
couNTY oF _Shelby

NAME OF FAcILITY: _ [Neskhodist UL)NCKS'I_‘@ %P;ﬂ

.
\

o ] eran , after first being duly sworn, state under oath that | am the
app?hcant named in this Certificate of Need application or the lawful agent thereof, that |
have reviewed all of the supplemental information submitted herewith, and that it is true,

acc%ur‘ate, and complete:

Sworn to and subscribed before me, a Notary Publ:c this the ‘2 day of ‘Lﬂ%. 20_46,

witness my hand at office in the County of _ 4+ State of Tennessee,

My commission expires

HF-0043
Revised 7/02
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% Methodist.

Healthcare

February 9, 2016

Melanie Hill

Executive Director

State of Tennessee

Health Services and Development Agency
Andrew Jackson Buildin%
502 Deaderick Street, 9'
Nashville, TN 37243

Floor

Dear Ms. Hill:

Methodist Healthcare, centered in Shelby County, is one of Tennessee’s largest
healthcare providers. Methodist Healthcare’s principal acute care subsidiary
organization is Methodist Healthcare--Memphis Hospitals that owns and operates
five Shelby County hospitals. Methodist University Hospital is the tertiary,
academic medical center located in the heart of the Memphis medical center.
Methodist University is filing a Certificate of Need for the onsite replacement and
modernization of the hospital campus.

Enclosed in triplicate is our Letter of Intent for this project. The Publication of
Intent for this project will be filed in the Commercial Appeal on February 10,
2016. The anticipated filing date for the application is February 12, 2016.
Please let us know if you have any questions or need additional information.

Sincerely,

Coued Warolu

Carol Weidenhoffer
Senior Director of Planning, Research and Development

1407 Union Avenue — Suite 300 ¢ Memphis, Tennessee 38104 ¢ www.methodisthealth.org



LETTER OF INTENT
TENNESSEE HEALTH SERVICES AND DEVELOPMENT AGENCY

The Publication of Intent is to be published in the Commercial Appeal which is a newspaper of general
circulation in Shelby County, Tennessee, on or before February 10, 2016 for one day.

This is to provide official notice to the Health Services and Development Agency and all interested parties, in
accordance with T.C.A. § 68-11-1601 et seq., and the Rules of the Health Services and Development Agency,
that: Methodist Healthcare-Memphis Hospitals d/b/a Methodist University Hospital (a general hospital), owned
and managed by Methodist Healthcare-Memphis Hospitals (a not for profit corporation), intends to file an
application for a Certificate of Need for new construction and renovation of 470,000 SF of space at Methodist
University Hospital, located at 1211-1265 Union Avenue, Memphis, TN 38104. The project is the onsite
replacement and modernization of the campus including the construction of a new patient tower and adjacent
building to consolidate ambulatory services. There is no change to the 617 licensed beds, yet 28 medical-
surgical beds will be converted to critical care beds, and 204 beds will be relocated to the new patient tower.
The project will add an intraoperative MRI (iMRI), will add a third Linear Accelerator to existing Linear
Accelerator services, and will relocate PET, CT and infusion equipment and services from 1588 Union Avenue.
The project does not initiate or discontinue any other health service. The estimated project cost is
$280,000,000.

The anticipated date of filing the application is on or before February 15, 2016. The contact person for this
project is Carol Weidenhoffer, Senior Director of Planning, Research and Development, who may be reached
at: Methodist Healthcare, 1407 Union Avenue, Suite 300, Memphis, TN, 38104, 901-516-0679.

COL-LL“A LU_P,LW@LLL\—:{T/(/ Z’ 9 ’ '(P Carol.Weidenhoffer@mih.org

(Signature) (Date) (E-mail Address)

The Letter of Intent must be filed in triplicate and received between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File
this form at the following address:
Health Services and Development Agency
Andrew Jackson Building, 9" Floor
502 Deaderick Street
Nashville, Tennessee 37243

P e e e e T T T TP p—— e e e e
R R S O o o o S O S o o o o i i o i o v o it i i £t R B s b ot Bk bt s i b

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A) Any health
care institution wishing to oppose a Certificate of Need application must file a written notice with the Health Services and
Development Agency no later than fifteen (15) days before the regularly scheduled Health Services and Development
Agency meeting at which the application is originally scheduled; and (B) Any other person wishing to oppose the
application must file written objection with the Health Services and Development Agency at or prior to the consideration of
the application by the Agency.

HF51 (Revised 01/09/2013 - alf forms prior to this date are obsolete)



Shelby County Board of Commissioners

REGINALD MILTON
Commissioner
District 10

April 18, 2016

Melanie M. Hill

Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson State Office Building, Ninth Floor
502 Deaderick Street

Nashville, TN 37243

Dear Ms. Hill:

I’'m writing in support of Methodist University Hospital’s certificate of need request. This
is the flagship hospital for the Methodist Le Bonheur Healthcare system, centrally
located in the Memphis medical district, easily accessible for patients and families in
Shelby County and the tristate area of Tennessee, Arkansas and Mississippi to receive
exceptional quality care. As an academic medical center and a tertiary care and referral
center, Methodist University Hospital has one of the largest neurosciences programs in
the country, and its cancer center, in partnership with the West Cancer Center, is
working toward designation by the National Cancer Institute to become a model for the
nation. Methodist University Hospital also has a nationally-recognized Transplant

Institute specializing in solid organ transplants of the kidney, liver and pancreas.

VASCO A. SMITH, JR. COUNTY ADMINISTRATION BUILDING
160 North Main Street, Suite 600 « Memphis, TN 38103 -901-222-1000 - Fax 901-222-1002
email: reginald.milton@shelbycountytn.gov



Shelby County Board of Commissioners

REGINALD MILTON
Commissioner
District 10

Although the hospital provides excellent medical services the current state of the
campus is the product of decades of incremental expansion, with fragmented buildings
spanning six blocks. Many buildings housing direct patient care services were built
nearly 60 years ago. The modernization of this campus will restructure and consolidate
critical clinical services to help improve the patient experience and enhance access to

high-quality health care.

This project will total $280 million dollars. It's a two-fold investment in the community in
that it will provide state of the art healthcare facilities while also creating more job
opportunities. As the Shelby County commissioner representing Methodist University
hospital this is a project | can strongly support. | respectfully urge you to honor
Methodist’s request and grant a certificate of need for the modernization of their flagship

hospital campus.

Sincerely,

(Repmatd PN,

Reginald Milton
Shelby County Commissioner
District 10

VASCO A. SMITH, JR. COUNTY ADMINISTRATION BUILDING
160 North Main Street, Suite 600 « Memphis, TN 38103 . 901-222-1000 - Fax 901-222-1002
email: reginald.milton@shelbycountytn.gov
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TrRAUGER & TUKE
ATTORNEYS AT LAW
THE SOUTHERN TURF BUILDING
222 FOURTH AVENUE NORTH
NASHVILLE, TENNESSEE 37219-2117
TELEPHONE (815) 256-8585
TELECOPIER (615) 256-7444

May 12, 2016
VIA HAND DELIVERY

Ms. Melanie Hill
Executive Director
Tennessee Health Services
& Development Agency
Andrew Jackson Building, 9th Floor
502 Deaderick Street
Nashville, TN 37243

RE:  Letters of Support CN1602-009 Methodist Healthcare —
Memphis Hospitals dba Methodist University Hospital

Dear Ms. Hill:
Enclosed please find additional letters of support to be filed on behalf of my

client, Methodist Healthcare. Included in this filing are four (4) sets of five (5) support
letters as follows:

Sherrye Crone, RN, Senior Director Sutherland Cardiology Clinic
Frederick M. Azar, MD, Chief of Staff Campbell Clinic Orthopaedics
David Stern, MD UT Health Science Center
College of Medicine
Dr. Edmund Ford, Jr., Memphis City City of Memphis
Counsel, District 6 f
Reginald Milton, Shelby County Shelby County Board of Commissioners
Commissioner, District 10

Please date stamp the extra copy and return it to me.
Thank you for your assistance.
Very truly yours,
Byroh R. Trauger
BRT/kmn

Enclosures
cc: Carol Weidenhoffer



Javed Abduliah, MD

Steven L. Akins, MD. FACC

Shadwan F Alsalvan MD FACC

Keitih G. Anderson. MO, FAGC"
Edvarto V Basco. MD FACT
Brian J. Borkowsk M0 FACC
Ajay Dalal, MD, FACC*

Baverly W Danlay M FACCT
Claro Diaz, MD, FACC~
Dwight A Nishmon #0 FACCT
Bela B Hackman MD. FACC
Jack T Hopkins Jr. MO FACC*
Uzoma #. hebuogu, MD. FAGC
sunil K. Jha, MBBS, 1D, FACC*
Rajesh Kabia, MD, FHRS®
Aami M. Khouzam, MD, FACC™
James T. Litzow, MD, FAGC”
Maithew R Lyons. MD, FACC

Michael McDonald MD FACC

Maureen A Smithars, MD. FACC™

iMatlirews Smolin 14D, FACC
James J. Stampar, MD, FACC*
David G Stewart MD FACC
Galen Van Wyhe, MD, FACC
Parampreet Vidwan, MD, FACC
Andrew T, Walson, MD, FACG
Timothy Woods, MD, FACC

Lisa J. Young, M1, FACG®

J.Charies Lock MSA Executive Ditecior

" Protessos Unteerad, of T s

Heaith Sewnee Gentre

i \

{ b \f -
( Sutherland &3 Methodist.

%.____“Cardiology Clinic Healthcare

February 18, 2016

Melanie M. Hill

Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson State Office Building, Ninth Floor
502 Deaderick Street

Nashville, TN 37243

Dear Ms. Hill;

[ am writing this letter in support of the proposed Methodist
University Hospital Certificate of Need application which has been filed
with your agency. As the Senior Director of Sutherland Cardiology, it is
with great enthusiasm that we write this letter of support to the Tennessee
Health Services and Development Agency. Sutherland Cardiology
represents over 25 cardiology-focused physicians and 15 mid-level
providers in Memphis and the Mid-South community.

Sutherland Cardiology’s partnership with Methodist Healthcare
has allowed us to collectively provide excellent patient care, research and
education, and the best possible treatment for cardiac patients both in
Memphis and the surrounding areas.

Upon approval of this project, we will continue to collaboratively
enhance the cardiac services of our community,

[ sincerely thank you for your consideration on this matter which
will positively affect the outcomes of many cardiac patients.

Sincerely,

ShataOrone

Sherrye Crone, RN
Senior Director, Sutherland Cardiology Clinic

www.sutherlandclinic.com

4250 Bethel Road, 5th Floor
Olive Branch, MS 38654
901.763.0200

7460 Wolf River Boulevard 3950 New Covington Pike, Ste. 220 1211 Union Avenue
Germantown, TN 38138 Mempbhis, TN 38128 Memphis, TN 38104
901.763.0200 901.763.0200 901.763.0200.

1251 Wesley Drive, Ste. 153
Memphis, TN 38116
901.763.0200



Campbell
Clinic

ORTHOPAEDICS

April 13, 2016
Frederick M. Azar, M.D.

Melanie M. Hill Chief of Staff

Executive Director

Tennessee Health Services and Development Agency

Andrew Jackson State Office Building, Ninth Floor

502 Deaderick Street

Nashville, TN 37243

Dear Ms. Hill:

I am writing this letter in support of the proposed Methodist University Hospital Certificate of Need
application which has been filed with your agency. As the Chief of Staff at Campbell Clinic, a
nationally recognized leader in the field of orthopaedics, our 50+ providers support this application.

The Methodist University Hospital campus is a flagship campus in our community and has been an
integral part of the long-standing relationship between Methodist and Campbell Clinic. Campbell
Clinic physicians are the primary providers of orthopaedic care at Methodist University Hospital.

Methodist University. Hospital is centrally located in the downtown Memphis medical center,
making it easily accessible for our patients in the MidSouth region. The proposed project will allow
Campbell Clinic to continue to provide unsurpassed patient care to our patients at this facility.
Methodist is also committed to education through its partnership with the University of Tennessee
Health Science Center. Campbell Clinic serves as the residency department for orthopaedics at UT.
Along with Methodist, we are training the next generation of orthopaedists and bringing cutting-
edge research and treatment to MidSouth patients. Having such a facility as Methodist is proposing
in their application would afford Campbell Clinic physicians, residents and patients continued high-
quality health care.

Campbell Clinic looks forward to continuing to serve the community’s musculoskeletal needs in

collaboration with Methodist University Hospital and is pleased to support this application. Thank
you for your consideration on this matter.

Sincerely, czg—p
k],

Frederick M. Azar, M.D.

1400 South Germantown Road / Germantown, TN 38138
PH: (901) 759-5432 Fx: (901) 759-3195 w: CampbellClinic.com



mueUNIVERSITYof
TENNESSEELY -

HEALTH SCIENCE CENTER COLLEGE of MEDICINE

Office of the Executive Dean

April 13,2016 Memphis, Knoxville, Chattanooga Campuses
: 910 Madison Avenue, Suite 1002
Memphis, TN 38163

Melanie M. Hill

Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson State Office Building, Ninth Floor
502 Deaderick Street

Nashville, TN 37243

Re: MUH Certificate of Need (CON)
Dear Ms. Hill:

I am writing this letter on behalf of the proposed Methodist University Hospital Certificate of Need
application which has been filed with your agency. As Executive Dean and Vice-Chancellor for Clinical
Affairs for the University of Tennessee’s College of Medicine and the University of Tennessee Health
Sciences Center, I fully support Methodist’s commitment to providing enhanced medical care in Memphis
and the Mid-South.

The flagship hospital has several high priority services that are fragmented throughout the campus and
housed in some of the oldest buildings. Services include:
e one of the largest neurosciences programs in the U.S.,
* one of the largest regional transfer centers for acute cardiovascular and stroke patients,
e the nationally recognized Methodist University Transplant Institute, and
e the Mid-South’s comprehensive leader in adult cancer care through its partnership with West
Cancer Center and the University of Tennessee.

There are currently more than twenty outpatient access points on the Methodist University Hospital
campus. The proposed project will restructure the campus and consolidate clinical services to help
improve the patient experience and enhance Methodist University Hospital’s ability to provide
outstanding clinical care.

The current campus is the product of decades of incremental expansion, with both inpatient and outpatient
services interspersed across a complex of buildings spanning six blocks and almost nineteen acres. Many
buildings housing direct patient care services were built nearly 60 years ago. This project will improve the
Methodist University Hospital campus in ways that greatly benefit the citizens of Memphis and Shelby
County, as well as the Mid-South for complex care.

Thank you for your consideration on this matter.

Sincerely,
David Stern, MD

Robert Kaplan Executive Dean, College of Medicine
Vice Chancellor for Clinical Affairs
The University of Tennessee Health Science Center



EDMUND H. FORD, JR,
Councilman, - District 6

Cityof &
Mtgmpms —

TENNESSER

April 21,2016

Melanie M. Hill

Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson State Office Building, Ninth Floor
502 Deaderick Bureel

Nashville, TN 37243

Dear Ms. Hill:

A never-give-up people, Memphians are conslanily striving (o make Memphis better. We face
situations that are unique to our city, but these situations present excellent opportunitics for
positive growth and change, Methodist University [Tospital is located in the heart of Memphis
and has faithfully served the residents of the inner eity and surrounding areas since it oponed
in1924. As the flagship hospital of the Methodist Healtheare system and in partnership with the
University of Tennessee Health Science Center, Methodist University is committed to education
and advancements in clinical care. The hospital has several high priority services and nationally
recognized programs that are housed in some of the oldest buildings on the property.

Methodist University hospital is in necd of modernization as the cuerent campus is the product of
decades of incremental expansion, with both inpatient and ouipatient services interspersed across
six blocks of complex buildings and almost nineteen acres, I supporl Methodist’s vision to
construct a new state-of-the~art patient tower and outpatient building while repurposing the
vacated areas for administrative, education, and support space. This project will restructure the
campus and congolidate clinical services to help improve the patient experienee.

The total project investment is $280 million. This investment in the community will not only
strengthen our healthcare delivery system but also create job opportunities thereby improving the
overall health of our community. We value the cooperation it takes to make our city an even
better place to work and live, We are committed to its steadfast progress.

I commend Methodist Healtheare for its commitment to the Medical Center and the residents of
Memphis and I support their request for a certificate of need for this project.

Respectfully,

fm&u.w,%

Dr. Edmund Ford, JIr.
Memphis City Council
Disirict 6

Sulte 514 « 125 Nooh Main Steeet « Memphis, Tennessee 38103-2086 = (901) 576-6786



Shélby County Board of Commissioners

REGINALD MILTON
- Cominissioner
District 10

. May 6, 2016

Melanie M. Hil

Ekecutive Director

Tennessee Health Services and Development Agency
_ Andrew Jackson State Office Building, Ninth Floor

502 Deaderick Sireet |

Nashville, TN 37243

Dear Ms, Hill:

I'm writing in support of Methodist University Hospital's certificate of need request. This
is the flagship hospital for the Methodist Le Bonheur Healthcare system, centrally
located in the Merﬁphis medical district, easily accessible for patients and families in
Shlelby' County and the tristate area of Tennessee, Arkansas and Mississippi to receive
- exceptional quality earé. As an academic fnedicai center and a terfiary care and referral

centar, Methodist University Hospital has one of the largest neurosciences programs in
the country, and its cancer center, in partnetship with the West Cancer Center, is
ﬁorkl‘ng toward designation by the National Cancer Institute to become a model for the
nation. Methodist University Hospital also has a nationally-recognized Transplant

Institute specializing in solid organ transplants of the kidney, liver and pancreas,

VASCO A, SMITH, JR. COUNTY ADMINISTRATION BUILDING
160 North Main Saeet, Suite 600 « Memphis, TN 38103 «901-222-1000 » Fax 901-222-1002
email: reginald.milton@shelbycountytn.gov



Shelby County Board of Commissioners

REGINALD MILTON
Commissioner
. Distidct 10
Although the hospital provides excellent medical services the current state of the
campus is the product of decades of incremental expansion, with fragmented buildings
spanning six blocks. Many buildings housing direct patient care services were built
nearly 60 years ago. The modernization of this campus will restructure and consolidate
critical ¢linical services to help improve the patient experience and enhance access to

high-quality health care.

'I'fhis-project will total $280 million dollars. It's a two-fold investment in the community in
that it will provide state of the art healthcare facilities while also creating more job
opportunities. As the Shelby County commissioner representing Methodist University
hospital this is a'praject | can strongly support, | respectfully urge you to honor

| Methodist’s request and grant a certificate of need for the medemization of their flagship

~haspital campus.

Shelby County Commissioner
District 10

YASCO A, SMITH, JR. COUNTY ADMINISTRATION BUILDING
160 North Main Street, Suite 600 » Memphis, TN 38103 -901-222-1000 » Fax 901-222-1002
email: reginald. mileon@shelbycountytn.gov



CERTIFICATE OF NEED
REVIEWED BY THE DEPARTMENT OF HEALTH
DIVISION OF POLICY, PLANNING AND ASSESSMENT
615-741-1954

DATE: April, 30, 2016

APPLICANT: Methodist Healthcare-Memphis Hospitals
d/b/a Methodist University Hospital
1211-1265 Union Avenue
Memphis, Tennessee38104

CONTACT PERSON: Carol Weidenhoffer
1407 Union Avenue, Suite 300
Memphis, Tennessee 38104

COST: $280,000,000

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:

Methodist Healthcare-Memphis Hospitals d/b/a Methodist University Hospital, seeks Certificate of
Need (CON) approval for new construction and renovation of 470,000 square feet of space at
Methodist University Hospital, located at 1211-1265 Union Avenues, Memphis, Tennessee 38104.

The project is the onsite replacement and modernization of the campus including the construction
of a new patient tower and adjacent building to consolidate ambulatory services. There will be no
change to the 617 licensed beds, yet 28 medical/surgical beds will be converted to critical care
beds, and 204 beds will be relocated to the new patient tower.

The project will add an intraoperative MRI (iMRI), add a third linear accelerator to the existing
linear accelerator services, and will relocate PET, CT, and infusion equipment and services from
1588 Union Avenue. The project does not initiate or discontinue any other health service.

The total cost for new construction is $166,692,019 or $396 per square foot, and renovation total
cost is $5,457,981 or $111 per square foot.

Methodist Healthcare-Memphis Hospitals is a not-for-profit corporation that operates five Shelby
County hospitals under a single license. The applicant is a wholly-owned subsidiary of a broader
organization, Methodist Healthcare, which is a not-for-profit corporation with ownership and
operating interests in healthcare facilities in West Tennessee and North Mississippi. Attachment
A.4 contains an organization chart, and information on the facilities owned in whole or part by
Methodist Healthcare.

The total estimated project cost is $280,000,000 and will be funded through cash reserves by the
applicant’s parent, Methodist Healthcare.

DOH/PPA/...CON#1602-009 Methodist Healthcare-Memphis d/b/a
Methodist University Hospital
Construction, Renovation, Expansion and
Replacement of Healthcare Institutions
Magnetic Resonance Imaging
Megavoltage Radiation Therapy



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 Tennessee service area includes Dyer, Fayette, Hardeman, Haywood, Lauderdale,
Madison, Shelby, and Tipton counties.

County 2016 Population | 2020 Population % of Increase/
(Decrease)

Dyer 39,306 39,607 0.8%
Fayette 44,637 48,510 8.7%
Hardeman 27,283 27,278 0.0%
Haywood 18,410 18,128 -1.5%
Lauderdale 28,658 28,930 0.9%
Madison 103,234 106,352 3.0%
Shelby 959,361 981,022 2.3%
Tipton 67,250 71,196 5.9%

Total 1,288,139 1,321,023 2.6%

Tennessee Population Projections 2000-2020, 2015 Revised UTCBER, Tennessee Department of Health

Methodist University Hospital is the system’s tertiary academic medical center located in downtown
Memphis. Through their partnership with the University Of Tennessee Health Science Center,
Methodist helps train medical professionals and brings cutting-edge research and treatment to area
patients. Methodist University Hospital brings research, medicine, and innovation to treat complex
medical cases and advance the practice of medicine.

The applicant intends to replace and modernize Methodist University Hospital, the flagship hospital
for Methodist Healthcare-Memphis Hospitals. The project consists of 421,000 square feet of new
space and 49,000 square feet of renovated space in the execution of a master plan for Methodist
University focusing on relocation and consolidation of acute care patient services. Aten story tower
with an adjacent ambulatory building is proposed to consolidate the currently disjointed clinical
services, improve operational efficiencies by centralizing support services, and upgrade clinical
space for high quality patient centered care. All acute care beds as well as imaging and surgical
services currently housed in the oldest buildings on the campus will be relocated to the new tower.

Upon completion, the new patient tower will house 204 of the 617 licensed beds, surgery, imaging,
and pharmacy services; and will feature consolidated, enhanced clinical centers of excellence for
the West Cancer Center and Methodist University Hospital Transplant Institute. The project will
also convert 28 medical/surgical beds to critical beds.

The project will include the consolidation of multiple outpatient services into a newly constructed
ambulatory building that will be placed south of the new tower for integrated access to clinical
space. The project will add an intraoperative MRI (iMRI), add a third linear accelerator to the
existing linear accelerator services, and will relocate PET, CT, and infusion equipment and services
from 1588 Union Avenue.

The remaining old and outdated buildings will be refurbished for patient education, resident
education, support services, and administrative services.

Methodist University Hospital critical care units have experienced increasingly high occupancy rates
consistently exceeding 80% over the last few years. By redistributing medical surgical beds to
critical care beds the applicant hopes to improve patient flow, wait times, and patient experience.

DOH/PPA/...CON#1602-009 -2 - Methodist Healthcare-Memphis d/b/a
Methodist University Hospital
Construction, Renovation, Expansion and
Replacement of Healthcare Institutions
Magnetic Resonance Imaging
Megavoltage Radiation Therapy



The current campus is a result of decades on incremental expansion, with inpatient and outpatient
services intermingled across a complex of buildings that occupy six blocks and almost nineteen
acres. The older buildings on campus were built between 1950 and 1970 and conditions are not
suitable for today’s state-of-the-art technology. Additionally, conditions in these building do not
represent Methodist’s trademark patient and family centered care.

The project includes the demolition of the Crews building at the corner of Union Avenue and
Bellevue Boulevard that will improve circulation around the campus as well as increase the visibility
of the main hospital entrance.

Methodist Healthcare-Memphis Hospitals have strategically placed and maintained hospitals and
ambulatory facilities in all areas of the Greater Memphis area. This project and Methodist
University ED project (CN1208-041A) are investments in the downtown academic presence.
Additionally, The West Cancer Cent project (CN1311-043A) is also related to this project. The
integration of cancer care and the process of multidisciplinary patient care is the most progressive
and successive clinical method to fight cancer for patients. The development of the West Cancer
Center sites-this project in downtown Memphis, and the new comprehensive center that just
opened in Germantown, is a continued pursuit by Methodist Le Bonheur Healthcare to allow
patients to fight on at home.

The applicant states an internal study conducted on occupancy rate for a period during 2014-2015
for critical care beds, had occupancy rates of 82% or higher against an industry rate of 75%.

Methodist Healthcare-Memphis Hospitals 2014

Facility Licensed Staffed Beds Licensed Staffed
Beds Occupancy Occupancy
Methodist Healthcare- 617 428 50.8% 73.2%
Memphis Hospitals

Source: Joint Annual Report of Hospitals 2014, Division of Health Statistics, Tennessee Department of Health

The applicant provided the utilization for MRI equipment in their service area in Supplemental 1
from the HSDA Equipment Registry and Mississippi State Health Plan. The total number of MRI
units excluding St. Jude is 36; averaging 2,845 procedures per unit in 2014.

Methodist Healthcare Memphis Hospitals MRI Utilization 2014
Facility Units Procedures

Methodist Healthcare- 12 35,023

Memphis Hospitals

In 2014, Methodist Healthcare-Memphis Hospital’s 12 MRIs averaged 2,918 procedures per unit.

The total number of linear accelerators in the primary service area excluding St. Jude is 9,
averaging 6,079 procedures in 2014. The secondary service area has 5 linear accelerators
averaging 4,180 procedures.

Methodist Healthcare Memphis Linear Accelerator Utilization 2014
Facility Units Procedures

Methodist Healthcare- 3 24,739

Memphis Hospitals

TENNCARE/MEDICARE ACCESS:

The applicant participates in both the Medicare and TennCare programs. The applicant contracts
with United Healthcare Community Plan, BlueCare and TennCare Select, and Amerigroup
Community Care Plan.

DOH/PPA/...CON#1602-009 -3- Methodist Healthcare-Memphis d/b/a
Methodist University Hospital
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Methodist Healthcare-Memphis Hospitals projects year one Medicare revenues of $1,281,950,000
or 49% of total gross revenues and TennCare/Medicaid revenues of $311,280,000 or 14% of total
gross revenues.

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 40 of the application.
The total estimated project cost is $280,000,000.

Historical Data Chart: The Historical Data Chart is located in Supplemental 1. The
applicant reported 209,281, 203,523, and 213,747 patient days in 2013, 2014, and 2015
with net operating revenues of $8,629,000 $5,860,000 and $25,275,000 each vyear,
respectively.

Projected Data Chart: The Projected Data Chart is located on page 44 of the application.
The applicant projects 223,139 and 223,110 in years one and two with net operating
revenues of ($9,563,000) and ($7,262,000) each year respectively.

Historical and Projected Financial Performance

Financial Measure 2015 Year 1
Adjusted Patient Days 213,747 223,139
Gross Operating Revenue $1,869,858,000 $2,301,926,000
Average Gross Charge $8,748 $10,316
Net Operating Revenue $479,617,000 $551,963,000
Operating Expenses $458,617,000 $556,197,000
Other Revenue $6,206,000 $6,395,000
Net Operating Income $27,488,000 ($7,839,000
Capital Interest $2,213,000 $1,724,000
Net Operating Income (Loss) Less Capital Expenditures $25,275,000 ($9,563,000)
NOI as a % of Operating Revenue 1.5% (0.34%)
Service Area Charge Comparison
Facility Average Gross Average
Charge Payment
Methodist University Hospital $44,043 $12,695
Baptist Memorial Memphis $53,589 $12,363
St. Francis Memphis $77,778 $11,444
St. Francis Bartlett $63,320 $9,313
Regional One $101,286 $30,685

Source: American Hospital Directory-Medicare IPPS Claims data 09/30/2014

Gross Charges for Procedure/Treatment

MRI/LINAC
Facility MRI LINAC
Methodist University Hospital $3,883 $1,451
Baptist Memorial Memphis $2,740 $998
St. Francis Memphis $4,883 $1,841
DOH/PPA/...CON#1602-009 -4 - Methodist Healthcare-Memphis d/b/a
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Gross Charges per Procedure/Treatment

By Quartile
Facility 1%t Quartile Median 3" Quartile
Linear Accelerator $914.77 $1,118.02 $1,645.78
MRI $1,632.60 $2,229.43 $3,677.84

HSDA Equipment Registry-8/10/2015

Methodist Healthcare evaluated alternatives including renovating existing patient care floors and
support areas. The age and condition of the existing buildings were deemed inadequate for in-
place renovations. Methodist University presence in high priority programs requires improving
adjacencies and addressing inadequate an inefficient space and equipment for inpatient and
outpatient programs. The only alternative was to renovate and modernize as proposed in this
application.

CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE:
The applicant provides a listing of all facilities, contractual and/or working relationships, transfer
agreements, and physician groups on page 48 of the application.

The applicant believes the project will have a positive impact on the Shelby County health care
community. This project is for renovation and modernization and does not increase market share.

The applicant will not require the addition of FTEs for this project. Currently, Methodist University
Hospital has 1,836 FTE direct care staff, 395 FTE Support service staff, and 55 FTE
administration/management staff.

Methodist Healthcare has clinical affiliation agreements with multiple colleges for nursing,
rehabilitation, pharmacy, and other allied health professionals. Methodist University Hospital offers

a site for clinical training. There are 1,400 students participating in these programs annually at
Methodist Healthcare.

Methodist Hospital System is licensed by the Tennessee Department of Health, Board for Licensing
Healthcare Facilities and accredited by The Joint Commission.

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. Forrelocation 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.

DOH/PPA/...CON#1602-009 5. Methodist Healthcare-Memphis d/b/a
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b. The applicant should demonstrate that there is an acceptable existing or
projected future demand for the proposed project.

Not applicable.
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.

Methodist University Hospital critical care units have experienced increasingly high
occupancy rates consistently exceeding 80% over the last few years. By redistributing
medical surgical beds to critical care beds the applicant hopes to improve patfent flow,
wait times, and patient experience.

b. The applicant should demonstrate that the existing physical plant’s condition
warrants major renovation or expansion.

Methodist University Hospital critical care units have experienced increasingly high
occupancy rates consistently exceeding 80% over the last few years. By redistributing
medical surgical beds to critical care beds the applicant hopes to improve patient flow,
wait times, and patient experience.

The current campus is a result of decades on incremental expansion, with inpatient and
outpatient services intermingled across a complex of buildings that occupy six blocks
and almost nineteen acres. The older buildings on campus were built between 1950
and 1970 and conditions are not suitable for today’s state-of-the-art technology.
Addlitionally, conditions in these building do not represent Methodist’s trademark patient
and family centered care.

STATE HEALTH PLAN
CERTIFICATE OF NEED STANDARDS AND CRITERIA

FOR

MAGNETIC RESONANCE IMAGING SERVICES

The Health Services and Development Agency (HSDA) may consider the following
standards and criteria for applications seeking to provide Magnetic Resonance Imaging
(MRI) services. Existing providers of MRI services are not affected by these standards and
criteria unless they take an action that requires a new certificate of need (CON) for MRI
services.

DOH/PPA/...CON#1602-009 -6 - Methodist Healthcare-Memphis d/b/a
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These standards and criteria are effective immediately as of December 21, 2011, the date
of approval and adoption by the Governor of the State Health Plan changes for 2011.
Applications to provide MRI services that were deemed complete by HSDA prior to this
date shall be considered under the Guidelines for Growth, 2000 Edition.

Standards and Criteria

1. Utilization Standards for non-Specialty MRI Units.

a. An applicant proposing a new non-Specialty stationary MRI service should
project a minimum of at least 2160 MRI procedures in the first year of
service, building to a minimum of 2520 procedures per year by the second
year of service, and building to a minimum of 2880 procedures per year by
the third year of service and for every year thereafter.

The applicant states this criterion does not seem appropriate or applicable.
The project is for an iMRI which is a special use MRI that is used in the
operating room. A part of this proposal is the addition of an iMRI unit for
use in the neurosurgery operating room. The equipment will be used to
assist neurosurgeons in the resection of brain tumors initially. iMRI is
advanced technology in medicine that bridges the specialties of surgery and
radiology

The applicant project 166 iMRI procedures in year one and 168 iMRI
procedures in year two of the project.

Le Bonheur Children’s Hospital currently operates an iMRI. In 2014, they
performed 92 iMRIs and 122 in 2015. Their experience shows that about
50% of brain tumor resections receive an iMRI scan.

b. Providers proposing a new non-Specialty mobile MRI service should
project a minimum of at least 360 mobile MRI procedures in the first year
of service per day of operation per week, building to an annual minimum of
420 procedures per day of operation per week by the second year of service,
and building to a minimum of 480 procedures per day of operation per week
by the third year of service and for every year thereafter.

Not applicable.

c. An exception to the standard number of procedures may occur as new or
improved technology and equipment or new diagnostic applications for
MRI units are developed. An applicant must demonstrate that the proposed
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unit offers a unique and necessary technology for the provision of health
care services in the Service Area.

Methodist performs over 300 brain tumor surgeries a year. The main goal
of brain tumor surgery is to maximize resection while preserving function.
Methodist continues to implement the most current surgical assistive
technology. iMRI affords the possibility of more accurate and complete
resections while decreasing the risk of additional surgery and
complications. iMRI serves a very unique purpose. It allows for increased
surgical success and therefore increased length of survival for patients with
brain tumors.

iMRI may also be utilized for epilepsy surgery, intra-cranial cyst surgery,
brain biopsy, catheter placement, and intra-cranial vascular surgery.

d. Mobile MRI units shall not be subject to the need standard in paragraph 1 b
if fewer than 150 days of service per year are provided at a given location.
However, the applicant must demonstrate that existing services in the
applicant’s Service Area are not adequate and/or that there are special
circumstances that require these additional services.

Not applicable.

e. Hybrid MRI Units. The HSDA may evaluate a CON application for an
MRI “hybrid” Unit (an MRI Unit that is combined/utilized with an other
medical equipment such as a megavoltage radiation therapy unit or a
positron emission tomography unit) based on the primary purposes of the
Unit.

Not applicable.

2. Access to MRI Units. All applicants for any proposed new MRI Unit should
document that the proposed location is accessible to approximately 75% of the
Service Area’s population. Applications that include non-Tennessee counties in
their proposed Service Areas should provide evidence of the number of existing

MRI units that service the non-Tennessee counties and the impact on MRI unit
utilization in the non-Tennessee counties, including the specific location of those
units located in the non-Tennessee counties, their utilization rates, and their
capacity (if that data are available).

This is special-use equipment that will be used for brain tumor surgeries. The
primary service area is Shelby County which constitutes 81% of the applicant’s
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service area. The 45 drive time radius covers all of Shelby Count and the majority
of DeSoto and Crittenden counties in Mississippi.

3. Economic Efficiencies. All applicants for any proposed new MRI Unit should
document that alternate shared services and lower cost technology applications

have been investigated and found less advantageous in terms of accessibility,
availability, continuity, cost, and quality of care.

Alternate services and technologies were investigated. The current practice of
performing MRI after surgery is not optimal. iMRI affords the possibility of more
accurate and complete resections while decreasing the risk of additional surgery
and complications.

4. Need Standard for non-Specialty MRI Units.

A need likely exists for one additional non-Specialty MRI unit in a Service Area
when the combined average utilization of existing MRI service providers is at or
above 80% of the total capacity of 3,600 procedures, or 2,880 procedures, during
the most recent twelve-month period reflected in the provider medical equipment
report maintained by the HSDA. The total capacity per MRI unit is based upon the
following formula:

Stationary MRI Units: 1.20 procedures per hour x twelve hours per day x 5 days
per week x 50 weeks per year = 3,600 procedures per year

Mobile MRI Units: Twelve (12) procedures per day x days per week in operation x
50 weeks per year. For each day of operation per week, the optimal efficiency is
480 procedures per year, or 80 percent of the total capacity of 600 procedures per
year.

The total number of MRI units excluding St. Jude in Shelby County is 39, averaging 3,004,
2,863, 2,936 procedures per unit in 2012 (38 Units), 2013, and 2014.

Primary Service Area

Facility 2012 Scans | 2013 Scans | 2014 Scans %
Change

Hosp (26 then 27 in 2013- 70,173 68,880 69,161 -1.4%
2014)

PO (6) 27,064 26,351 26,897 -0.6%
RPO (1) 6,538 6,737 6,505 -0.5%
H-Imaging (3) 3,331 2,688 3,680 10.5%
OoDC (1) 2,214 2,563 2,889 30.5%
ASTC/ODC (1) 1,564 1,287 1,655 5.8%
Shelby County PSA 110,884 108,506 110,787 -0.1%
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Shelby County Scan per 2,918 2,782 2,841 0.3%

Unit

Total w/o St. Jude 102,147 100,201 102,410 0.3%

Average w/o St. Jude 3,004 2,863 2,926

Provider Summary
Secondary Service Area
Facility 2012 Scans | 2013 Scans | 2014 Scans %

Change

Hosp Fixed (5) 15,536 14,639 13,205 -15.0%

PO (3) 7,626 7,552 8,364 9.7%

HODC (3) 7,027 6,491 7,090 0.9%

ODC (1) 6,781 8,835 10,676 57.4%

Hosp—Mobile (1) 389 292 314 -19.3%

TN Counties(SSA 37,359 37,809 39,649 6.1%

TN Counties scans per 2,874 2,908 3,050 6.1%

Unit

TN Counties(SSA) w/o 36,970 37,517 39,335 6.4%

Mobile

TN Counties scans per 3,081 3,126 3,278 6.4%

Unit w/o Mobile

Provider Summary

5. Need Standards for Specialty MRI Units.

a. Dedicated fixed or mobile Breast MRI Unit. An applicant proposing to
acquire a dedicated fixed or mobile breast MRI unit shall not receive a CON
to use the MRI unit for non-dedicated purposes and shall demonstrate that
annual utilization of the proposed MRI unit in the third year of operation is
projected to be at least 1,600 MRI procedures (.80 times the total capacity
of 1 procedure per hour times 40 hours per week times 50 weeks per year),
and that:

1. It has an existing and ongoing working relationship with a breast-
imaging radiologist or radiology proactive group that has experience
interpreting breast images provided by mammography, ultrasound, and
MRI unit equipment, and that is trained to interpret images produced by
an MRI unit configured exclusively for mammographic studies;
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2. Its existing mammography equipment, breast ultrasound equipment, and
the proposed dedicated breast MRI unit are in compliance with the
federal Mammography Quality Standards Act;

3. TItis part of or has a formal affiliation with an existing healthcare system
that provides comprehensive cancer care, including radiation oncology,
medical oncology, surgical oncology and an established breast cancer
treatment program that is based in the proposed service area.

4. It has an existing relationship with an established collaborative team for
the treatment of breast cancer that includes radiologists, pathologists,
radiation oncologists, hematologist/oncologists, surgeons,
obstetricians/gynecologists, and primary care providers.

b. Dedicated fixed or mobile Extremity MRI Unit. An applicant proposing to
institute a Dedicated fixed or mobile Extremity MRI Unit shall provide
documentation of the total capacity of the proposed MRI Unit based on the
number of days of operation each week, the number of days to be operated
each year, the number of hours to be operated each day, and the average
number of MRI procedures the unit is capable of performing each hour.
The applicant shall then demonstrate that annual utilization of the proposed
MRI Unit in the third year of operation is reasonably projected to be at least
80 per cent of the total capacity. Non-specialty MRI procedures shall not be
performed on a Dedicated fixed or mobile Extremity MRI Unit and a CON
granted for this use should so state on its face.

c. Dedicated fixed or mobile Multi-position MRI Unit. An applicant
proposing to institute a Dedicated fixed or mobile Multi-position MRI Unit

shall provide documentation of the total capacity of the proposed MRI Unit
based on the number of days of operation each week, the number of days to
be operated each year, the number of hours to be operated each day, and the
average number of MRI procedures the unit is capable of performing each
hour. The applicant shall then demonstrate that annual utilization of the
proposed MRI Unit in the third year of operation is reasonably projected to
be at least 80 per cent of the total capacity. Non-specialty MRI procedures
shall not be performed on a Dedicated fixed or mobile Multi-position MRI
Unit and a CON granted for this use should so state on its face.
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All of question 5 is not applicable.

6. Separate Inventories for Specialty MRI Units and non-Specialty MRI Units.  If
data availability permits, Breast, Extremity, and Multi-position MRI Units shall not
be counted in the inventory of non-Specialty fixed or mobile MRI Units, and an
inventory for each category of Specialty MRI Unit shall be counted and maintained
separately. None of the Specialty MRI Units may be replaced with non-Specialty
MRI fixed or mobile MRI Units and a Certificate of Need granted for any of these
Specialty MRI Units shall have included on its face a statement to that effect. A
non-Specialty fixed or mobile MRI Unit for which a CON is granted for Specialty
MRI Unit purpose use-only shall be counted in the specific Specialty MRI Unit
inventory and shall also have stated on the face of its Certificate of Need that it may
not be used for non-Specialty MRI purposes.

The applicant is not proposing a specialty MRI unit as listed above.

7. Patient Safety and Quality of Care. The applicant shall provide evidence that any
proposed MRI Unit is safe and effective for its proposed use.

a. The United States Food and Drug Administration (FDA) must certify the
proposed MRI Unit for clinical use.

FDA certification is provided in Attachment 44-1.

b. The applicant should demonstrate that the proposed MRI Procedures will be
offered in a physical environment that conforms to applicable federal standards,
manufacturer’s specifications, and licensing agencies’ requirements.

The project architect provided in Attachment 8B attesting that the physical
environment conforms to all applicable standards, specifications and licensing
agency requirements.

c. The applicant should demonstrate how emergencies within the MRI Unit
facility will be managed in conformity with accepted medical practice.

The unit will be on the Methodist University campus. There are clinical
technicians and emergency personnel on the premises. In the event of cardiac
or respiratory arrest, trained staff will initiate basic life support while the
patient is emergently remove and taken to be treated by appropriate physicians
and clinicians.
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d. The applicant should establish protocols that assure that all MRI Procedures
performed are medically necessary and will not unnecessarily duplicate other
services.

Methodist University has established standards in place to ensure all MRI
procedures are medically necessary and will not be unnecessarily duplicate
other services.

e. An applicant proposing to acquire any MRI Unit or institute any MRI service,
including Dedicated Breast and Extremity MRI Units, shall demonstrate that it
meets or is prepared to meet the staffing recommendations and requirements set
forth by the American College of Radiology, including staff education and
training programs.

The applicant is accredited by American College of Radiology.

f. All applicants shall commit to obtain accreditation from the Joint Commission,
the American College of Radiology, or a comparable accreditation authority for
MRI within two years following operation of the proposed MRI Unit.

Methodist University Hospital is fully accredited by the Joint Commission.

g. All applicants should seek and document emergency transfer agreements with
local area hospitals, as appropriate. An applicant’s arrangements with its
physician medical director must specify that said physician be an active
member of the subject transfer agreement hospital medical staft.

The need for a transfer agreement is not necessary as unit is located on the
campus of Methodist University Hospital.

8. The applicant should provide assurances that it will submit data in a timely fashion
as requested by the HSDA to maintain the HSDA Equipment Registry.

The applicant agrees to comply with this criterion.

9. In light of Rule 0720-11.01, which lists the factors concerning need on which an
application may be evaluated, and Principle No. 2 in the State Health Plan, “Every
citizen should have reasonable access to health care,” the HSDA may decide to
give special consideration to an applicant:

a. Who is offering the service in a medically underserved area as designated
by the United States Health Resources and Services Administration;
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Not applicable.

b. Who is a “safety net hospital” or a “children’s hospital” as defined by the
Bureau of TennCare Essential Access Hospital payment program; or

Not applicable.

c. Who provides a written commitment of intention to contract with at least
one TennCare MCO and, if providing adult services, to participate in the
Medicare program; or

Methodist is certified for both Medicare and TennCare/Medicaid and
participates in both programs.

d. Who is proposing to use the MRI unit for patients that typically require
longer preparation and scanning times (e.g., pediatric, special needs,
sedated, and contrast agent use patients). The applicant shall provide in its
application information supporting the additional time required per scan and
the impact on the need standard.

See answer to I.c.

STATE HEALTH PLAN

CERTIFICATE OF NEED STANDARDS AND
CRITERIA

FOR

MEGAVOLTAGE RADIATION THERAPY SERVICES

The Health Services and Development Agency (HSDA) may consider the following
standards and criteria for applications seeking to provide Megavoltage Radiation Therapy
(MRT) Services. Existing providers of MRT services are not affected by these standards
and criteria unless they take an action that requires a new certificate of need (CON) for
MRT services.

These standards and criteria are effective immediately as of December 21, 2011, the date
of approval and adoption by the Governor of the State Health Plan changes for 2011.
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Applications to provide MRT services that were deemed complete by HSDA prior to this
date shall be considered under the Guidelines for Growth, 2000 Edition.

Standards and Criteria

1. Utilization Standards for MRT Units.

a. Linear

Accelerators not dedicated to performing SRT and/or SBRT

procedures:

iil.

Full capacity of a Linear Accelerator MRT Unit is 8,736
procedures, developed from the following formula: 3.5 treatments
per hour, times 48 hours (6 days of operation, 8 hours per day, or 5
days of operation, 9.6 hours per day), times 52 weeks.

Linear Accelerator Minimum Capacity: 6,000 procedures per
Linear Accelerator MRT Unit annually, except as otherwise noted
herein.

Linear Accelerator Optimal Capacity: 7,688 procedures per
Linear Accelerator MRT Unit annually, based on a 12% average
downtime per MRT unit during normal business hours annually.

iv. An applicant proposing a new Linear Accelerator should project a
minimum of at least 6000 MRT procedures in the first year of
service in its Service Area, building to a minimum of 7,688
procedures per year by the third year of service and for every year
thereafter.
Linac Projections
Facility 2013 2014 2015 Year 1 Year 2
Methodist University 2 2 2 3 3
West Cancer Center 1 1 1 2 2
# of Linear Accelerators 3 3 3 5 5
Procedures/Volumes
Methodist University 11,742 13,442 15,323 17,887 18,245
West Cancer Center 9,869 11,297 12,878 15,033 15,333
Total 21,611 24,739 28,201 33,5787 33,578
Procedures/Volumes
per Unit
Methodist University 5,871 6,721 7,662 5,692 6,082
West Cancer Center 4,934 5,649 6,439 7,516 7,667
Total 7,204 8,246 9,400 6,584 6,716
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Primary Service Area LINAC Utilization

2012 2013 2014
Facility Procedures # of Procedures # of Procedures # of
Units Units Units

Methodist Healthcare 23,756 3 21,611 3 24,739 3
Baptist Memorial Hospital 11,052 2 10,111 2 10,590 2
Memphis
Baptist Memorial-ASTC 7,610 1 6,963 1 4,647 1
Tipton/Germantown
St. Francis Hospital Park 6,795 2 74,80 2 6,332
St. Jude Children’s 4,605 2 3,756 2 4,524
Research Hospital
Baptist Memorial-DeSoto 10,152 1 8,393 1 8,399 1
Total Procedures 63,970 11 51,358 11 59,231 11
Total w/o St. Jude 5,815 4,669 5,385
Average w/o St. Jude 6,596 5,289 6,079

HSDA Equipment Registry

Secondary Service Area Utilization

2012 2013 2014
Facility Procedures # of Procedures # of Procedures # of
Units Units Units

Dyersburg Radiation 4,663 1 4,362 1 3,501 1
Oncology Center
Baptist Memorial Hospital- 4,675 1 4,936 1 3,225 1
Memphis Radiation
Jackson-Madison County 14,985 3 13,195 3 - -
General Hospital Radiation
Kirkland Cancer Center - - - - 14,175 3
Former Madison Equipment
Bethesda Cancer Center 2,477 1 2,412 1 n/a n/s
Clarksdale, MS
Total Procedures 26,800 6 24,905 6 20,910 5
Average Procedures per 4,467 4,151 4,180
Unit

HSDA Equipment Registry

b. For Linear Accelerators dedicated to performing only SRT procedures, full
capacity is 500 annual procedures.

Not applicable.

c. For Linear Accelerators dedicated to performing only SRT/SBRT
procedures, full capacity is 850 annual procedures.

Not applicable.

d. An exception to the standard number of procedures may occur as new or
improved technology and equipment or new diagnostic applications for
Linear Accelerators develop. An applicant must demonstrate that the
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proposed Linear Accelerator offers a unique and necessary technology for
the provision of health care services in the proposed Service Area.

Not applicable.

e. Proton Beam MRT Units. As of the date of the approval and adoption of
these Standards and Criteria, insufficient data are available to enable detailed
utilization standards to be developed for Proton Beam MRT Units.

Not applicable.

2. Need Standards for MRT Units.

a. For Linear Accelerators not dedicated solely to performing SRT and/or
SBRT procedures, need for a new Linear Accelerator in a proposed Service
Area shall be demonstrated if the average annual number of Linear
Accelerator procedures performed by existing Linear Accelerators in the
proposed Service Area exceeds 6,000.

The combined average utilization for the primary service area was 5,385 in
2014. Yet, St. Jude Children’s Research Hospital is an internationally
recognized pediatric hospital dedicated to research and treatment of children
with cancer and other catastrophic diseases. Excluding St. Jude’s volumes and
equipment from the market due to their unique population of patients, the
average for LINAC volumes per unit was 6,079 in 2014.

3. Access to MRT Units.

a. An MRT unit should be located at a site that allows reasonable access for
residents of the proposed Service Area.

The applicant’s Tennessee service area includes Dyer, Fayette, Hardeman,
Haywood, Lauderdale, Madison, Shelby, and Tipton counties.

County 2016 Population | 2020 Population % of Increase/
(Decrease)

Dyer 39,306 39,607 0.8%
Fayette 44,637 48,510 8.7%
Hardeman 27,283 27,278 0.0%
Haywood 18410 18,128 -1.5%
Lauderdale 28,658 28,930 0.9%
Madison 103,234 106,352 3.0%
Shelby 959,361 981,022 2.3%
Tipton 67,250 71,196 5.9%

Total 1,288,139 1,321,023 2.6%

Tennessee Population Projections 2000-2020, 2015 Revised UTCBER, Tennessee Department of Health
The applicant also serves patients in Arkansas and Mississippi.
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The proposed LINAC will supplement the Methodist units already operating on
the Methodist University campus. More than 90% of the patients currently
seeking LINAC services originate from the designated service area. The
primary service area is Shelby, Tipton, and Layette counties in Tennessee,
DeSoto County in Mississippi, and Crittenden County Arkansas.

b. An applicant for any proposed new Linear Accelerator should document that
the proposed location of the Linear Accelerator is within a 45 minute drive
time of the majority of the proposed Service Area’s population.

Based on the 2014 HSDA equipment registry, the 82% of the volumes from
Methodist LINAC are from the three county primary service area; and 90% of
the population in the defined service area is within a 45 minute drive.

c. Applications that include non-Tennessee counties in their proposed Service
Areas should provide evidence of the number of existing MRT units that
service the non-Tennessee counties and the impact on MRT unit utilization
in the non-Tennessee counties, including the specific location of those units
located in the non-Tennessee counties, their utilization rates, and their
capacity (if that data are available).

The only existing MRT in the primary service area is at Baptist Memorial
Hospital-DeSoto County, MS., and performed 8,399 procedures (140% Of
the threshold).

Bethesda Cancer Center in Coahoma County, MS in the secondary service
area performed 2,400 procedures in 2012-2013.

4. Economic Efficiencies. All applicants for any proposed new MRT Unit should
document that lower cost technology applications have been investigated and found
less advantageous in terms of accessibility, availability, continuity, cost, and
quality of care.

Alternate services and technologies were investigated. There was no lower cost
Alternative that delivers the accuracy and reliability of the selected LINAC.

5. Separate Inventories for Linear Accelerators and for other MRT Units. A separate
inventory shall be maintained by the HSDA for Linear Accelerators, for Proton
Beam Therapy MRT Units, and, if data are available, for Linear Accelerators
dedicated to SRT and/or SBRT procedures and other types of MRT Units.

Methodist assures HSDA that all data requested to maintain the equipment registry
will be submitted within the expected time frame.
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6. Patient Safety and Quality of Care. The applicant shall provide evidence that any
proposed MRT Unit is safe and effective for its proposed use.

a. The United States Food and Drug Administration (FDA) must certify the
proposed MRT Unit for clinical use.

See Attachment4B-1 FDA certification in the original application.

b. The applicant should demonstrate that the proposed MRT Units shall be
housed in a physical environment that conforms to applicable federal
standards, manufacturer’s specifications, and licensing agencies’
requirements.

The project architect provided in Attachment 8B attesting that the physical
environment conforms to all applicable standards, specifications and
licensing agency requirements.

c. The applicant should demonstrate how emergencies within the MRT Unit
facility will be managed in conformity with accepted medical practice.
Tennessee Open Meetings Act and/or Tennessee Open Records Act.

The unit will be on the Methodist University campus. There are clinical
technicians and emergency personnel on the premises. In the event of
cardiac or respiratory arrest, trained staff will initiate basic life support
while the patient is emergently remove and taken to be treated by
appropriate physicians and clinicians.

d. The applicant should establish protocols that assure that all MRT Procedures
performed are medically necessary and will not unnecessarily duplicate other
services.

Methodist University has established standards in place to ensure all MRT
procedures are medically necessary and will not be unnecessarily duplicate
other services.

e. An applicant proposing to acquire any MRT Unit shall demonstrate that it
meets the staffing and quality assurance requirements of the American
Society of Therapeutic Radiation and Oncology (ASTRO), the American
College of Radiology (ACR), the American College of Radiation Oncology
(ACRO) or a similar accrediting authority such as the National Cancer
Institute (CNI). Additionally, all applicants shall commit to obtain
accreditation from ASTRO, ACR or a comparable accreditation authority for
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MRT Services within two years following initiation of the operation of the
proposed MRT Unit.

Methodist University Hospital is fully accredited by the Joint Commission.

f. All applicants should seek and document emergency transfer agreements
with local area hospitals, as appropriate. An applicant’s arrangements with
its physician medical director must specify that said physician be an active
member of the subject transfer agreement hospital medical staff.

The need for a transfer agreement is not necessary as unit is located on the
campus of Methodist University Hospital.

g. All applicants should provide evidence of any onsite simulation and
treatment planning services to support the volumes they project and any
impact such services may have on volumes and treatment times.

There is a dedicated CT simulator to support the LINAC at Methodist
University.

7. The applicant should provide assurances that it will submit data in a timely fashion
as requested by the HSDA to maintain the HSDA Equipment Registry.

The applicant agrees to comply with this criterion.

8. In light of Rule 0720-11.01, which lists the factors concerning need on which an
application may be evaluated, and Principle No. 2 in the State Health Plan, “Every
citizen should have reasonable access to health care,” the HSDA may decide to
give special consideration to an applicant:

a. Who is offering the service in a medically underserved area as designated by
the United States Health Resources and Services Administration;

Not applicable.

b. Who is a “safety net hospital” or a “children’s hospital” as defined by the
Bureau of TennCare Essential Access Hospital payment program; or

Not applicable.

c. Who provides a written commitment of intention to contract with at least one
TennCare MCO and, if providing adult services, to participate in the Medicare
program.
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The applicant participates in both Medicare and TennCare/Medicaid.
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