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COMMONWEALTH of VIRGINIA

Department of Health

Colin M. Greene, MD, MPH P O BOX 2448 TTY 7-1-1 OR
Acting State Health Commissioner RICHMOND, VA 23218 1-800-828-1120
July 18, 2022

By Email

Matthew D. Jenkins, Esquire
Hunton Andrews Kurth

951 East Byrd Street

Glen Allen, Virginia 23219-4074

RE: Certificate of Public Need (COPN)
Request Numbers:

VA-8593

Medical Imaging of Fredericksburg, LLC
Fredericksburg, Planning District (PD) 16
Add One Magnetic Resonance Imaging (MRI)
Scanner; and

VA-8594

MediCorp Properties, Inc.

Fredericksburg, PD 16

Establish a Freestanding Facility through Relocation
of One Computed Tomography (CT) Scanner

and One MRI Scanner

Dear Mr. Jenkins:

In accordance with Article 1.1 of Chapter 4 of Title 32.1 (§ 32.1-102.1 et seq.) of the
Code of Virginia (the “COPN law”), | have reviewed the applications captioned above. As
required by Subsection B of Virginia Code § 32.1-102.3, | have considered all matters, listed
therein, in making these determinations of public need under the COPN law.

| have reviewed and adopted the enclosed findings, conclusions and recommended
decision of the adjudication officer that convened the informal fact-finding conference on these
applications in accordance with the Virginia Administrative Process Act.

I/ VIRGINIA
DEPARTMENT
OF HEALTH

To protect the health and promote the
well-being of all people in Virginia.


http://vdhweb.vdh.virginia.gov/wp-content/uploads/2018/03/VDH-blue.png
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Based on my review of these cases and on the recommended decision of the
adjudication officer, I am approving both projects, with conditions requiring appropriate
charity care, as provided in the COPN Law. The projects merit approval and will each
receive a COPN. The projects are necessary in meeting a public need.

Regarding the application submitted by Medical Imaging of Fredericksburg, LLC, the
reasons for my decision include the following:

Q) This project is generally consistent with the State Medical Facilities Plan
and the COPN Law;

(i) The capital costs of this project are reasonable;

(iii)  The project appears economically viable both in the immediate term and
in the long-term;

(iv)  No better alternative to the project exists;
(V) MediCorp has demonstrated a unique institutional need,* for this project;
(vi)  There is no known opposition to this project; and

(vii)  Approval of this project is not likely to have a significant negative impact
on the staffing or utilization of existing providers of MRI services.

Regarding the application submitted by MediCorp Properties, Inc. (the “MediCorp
project”), the reasons for my decision include the following:

Q) The MediCorp project is consistent with the SMFP, is in harmony or in
general agreement with the SMFP or with the public policies, interests and
purposes to which the SMFP and the COPN law are dedicated,;

(i) Approval of the MediCorp project would provide for the reasonable
reallocation of existing, authorized resources without adding to the computational
surpluses of CT and MRI scanners in PD 16;

(i) While the MediCorp project appears to reflect an assertive and strategic
attempt to maintain or gain market positioning and advantage, reasonable
competition in the healthcare marketplace is generally promoted by the COPN
Law and competition between the Mary Washington Healthcare system and
SRMC has been keen for several years; and

! More precisely, a public need expressed as an institutional need.
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(iv)  The capital costs of the MediCorp project are reasonable and include no
financing costs; the project is feasible.

Sincerely,

80186E196D924B6...

Colin M. Greene, MD, MPH
Acting State Health Commissioner

Encl.: 2 Certificates
cc (via email):
Olugbenga Obasanjo, MD, MPH
Director, Rappahannock Health District
Deborah K. Waite
Virginia Health Information, Inc.
Allyson Tysinger, Esq.
Senior Assistant Attorney General
Douglas R. Harris, JD
Adjudication Officer
Erik O. Bodin, 111
Division of Certificate of Public Need
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COMMONWEALTH OF VIRGINIA
DEPARTMENT OF HEALTH
MEDICAL CARE FACILITIES CERTIFICATE OF PUBLIC NEED

THIS CERTIFIES THAT Medical Imaging of Fredericksburg, LLC, is authorized to initiate the proposal as described herein.

NAME OF FACILITY: Medical Imaging at Lee’s Hill.

LOCATION: 10401 Spotsylvania Avenue, Suite 101, Fredericksburg, Virginia 22408.

OWNERSHIP AND CONTROL.: MediCorp Services, Inc., and Virginia Medical Imaging, Inc., jointly own Medical Imaging of Fredericksburg,

LLC.

SCOPE OF PROJECT: Addition of one computed tomography (CT) scanner, in accordance with representations made during the course of review
and adjudication. The total authorized capital cost of the project is $3,052,521, to be defrayed using accumulated reserves. The project is scheduled to
be completed by June 15, 2023. This Certificate is issued with the CONDITION that appears on its Reverse.

Certificate Number:

Date of Issuance:

Expiration Date:

Pursuant to Chapter 4, Article 1:1 of Title 32.1, Sections 32.1-102.1 through 32.1-102.11, Code of Virginia (1950), as amended and the
policies and procedures promulgated thereunder, this Medical Care Facilities Certificate of Public Need is issued contingent upon
substantial and continuing progress towards implementation of the proposal within twelve (12) months from the date of issuance. A
progress report shall be submitted to the State Health Commissioner within twelve (12) months from the date of issuance along with
adequate assurance of completion within a reasonable time period. The Commissioner reserves the right not to renew this Certificate in
the event the applicant fails to fulfill these conditions. This Certificate is non-transferable and is limited to the location, ownership, control
and scope of the project shown herein.

VA-04795 (VA-22-16-01-A)

July 18, 2022 Eaz\%l,%u\

80186E196D924B6...

July 17, 2023 Colin M. Greene, MD, MPH
State Health Commissioner
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Condition Placed on the Issuance of this Certificate:

This project shall be subject to an existing 2.4 percent, system-wide charity care condition imposed on Mary Washington Healthcare
System, as reflected in a letter of March 17, 2010, from Mary Washington Healthcare System and most recently cited in relation to
COPN No. VA-04698.
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COMMONWEALTH OF VIRGINIA
DEPARTMENT OF HEALTH
MEDICAL CARE FACILITIES CERTIFICATE OF PUBLIC NEED

THIS CERTIFIES THAT MediCorp Properties, Inc., is authorized to initiate the proposal as described herein.
NAME OF FACILITY: Medical Imaging - Harrison Crossing.

LOCATION: 5501 Plank Road, Fredericksburg, Virginia 22407.

OWNERSHIP AND CONTROL.: The sole member of MediCorp Properties, Inc., is Mary Washington Healthcare.

SCOPE OF PROJECT: Establishment of a freestanding center for diagnostic imaging with one computed tomography (CT) scanner and one
magnetic resonance imaging (MRI) scanner through relocation, in accordance with representations made during the course of review and
adjudication. The total authorized capital cost of the project is $4,499,805, to be defrayed using accumulated reserves. The project is scheduled to be
completed by October 15, 2023. This Certificate is issued with the CONDITION that appears on its Reverse.

Pursuant to Chapter 4, Article 1:1 of Title 32.1, Sections 32.1-102.1 through 32.1-102.11, Code of Virginia (1950), as amended and the
policies and procedures promulgated thereunder, this Medical Care Facilities Certificate of Public Need is issued contingent upon
substantial and continuing progress towards implementation of the proposal within twelve (12) months from the date of issuance. A
progress report shall be submitted to the State Health Commissioner within twelve (12) months from the date of issuance along with
adequate assurance of completion within a reasonable time period. The Commissioner reserves the right not to renew this Certificate in
the event the applicant fails to fulfill these conditions. This Certificate is non-transferable and is limited to the location, ownership, control
and scope of the project shown herein.

Certificate Number:  VA-04796 (VA-22-16-02-A)

DocuSigned by:

Date of Issuance: July 18, 2022 (e M o

80186E196D924B6...

Expiration Date: July 17, 2023 Colin M. Greene, MD, MPH
State Health Commissioner
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Condition Placed on the Issuance of this Certificate:

This project shall be subject to an existing 2.4 percent, system-wide charity care condition imposed on Mary Washington Healthcare
System, as reflected in a letter of March 17, 2010, from Mary Washington Healthcare System, and most recently cited in relation to
COPN No. VA-04698.
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Recommendation

to the State Health Commissioner

on Certificate of Public Need (COPN)
Request Number:

VA-8593

Medical Imaging of Fredericksburg, LLC
Fredericksburg

Planning District (PD) 16

Add One Magnetic Resonance Imaging (MRI)
Scanner, and

VA-8594

MediCorp Properties, Inc.

Fredericksburg, PD 16

Establish a Freestanding Facility

through Relocation of One Computed Tomography (CT)
Scanner and One MRI Scanner

Introduction and Authority

This recommended case decision is submitted to the State Health Commissioner
(“Commissioner”) for his consideration and adoption. It follows review of the applications
captioned above, i.e., convening of an informal fact-finding conference (IFFC)* on the
application conducted in accordance with the Virginia Administrative Process Act (VAPA).?

Article 1 of Chapter 4 of Title 32.1 (8§ 32.1 - 102.1 et seq.) of the Virginia Code (“COPN
Law”) addresses medical care facilities and provides that “[n]o person shall undertake a project
described in [this article] or regulations of the [State] Board [of Health] at or on behalf of a
medical care facility . . . without first obtaining a certificate [of public need] from the
Commissioner.”® The endeavor proposed in each of the captioned applications falls within the
statutory definition of “project” contained in the COPN law, and, thereby, requires a certificate
of public need (COPN, or “certificate™).*

! The IFFC was held virtually on May 19, 2022. (The IFFC had originally been scheduled by operation of statute
for an earlier date, and was continued to this later date at the election of the applicants.)

2 Va. Code § 2.2-4000 et seq.

% Va. Code § 32.1-102.1:2 (A).

*Va. Code § 32.1-102.1.
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Adjudication Officer’s
Recommendation
Page 2 of 7

Factual and Procedural Background

1. Medical Imaging of Fredericksburg, LLC (“Medical Imaging”), is a Virginia limited
liability company jointly owned by MediCorp Services, Inc., and Virginia Medical Imaging, Inc.
MediCorp Services, the majority member with a 51 percent interest, is a subsidiary of the
MediCorp Health System.

2. In its application, COPN Request No. VA-8593, Medical Imaging proposes to add a
second MRI scanner at an existing facility, alleging a public need, expressed as an institutional
need, for additional capacity. Total capital costs of the project are $3,052,521, to be defrayed by
accumulated reserves with no financing costs.

3. MediCorp Properties, Inc. (“MediCorp”), is a Virginia nonstock corporation, the sole
member of which is Mary Washington Healthcare, a Virginia not-for-profit, non-stock
corporation that operates a healthcare system based in PD 16. The most prominent element of
this healthcare system is Mary Washington Hospital in Fredericksburg, which is licensed for 451
hospital beds.

4. In its application, COPN Request No. V-8594, MediCorp proposes to establish a
freestanding imaging, facility for the provision of CT and MRI services through the relocation
and replacement of existing scanners currently located in a nearby facility, currently closed.
MediCorp intends the new facility to be co-located with an intended freestanding emergency
department on State Route 3. Total capital costs of the project (the “MediCorp project”) are
$4,499,805, to be defrayed by accumulated reserves with no financing costs.

5. In a staff report dated February 2, 2022, prepared by the Virginia Department of Health,
Division of Certificate of Public Need (DCOPN, or “division”), that division recommended that
the Commissioner approve the project proposed by Medical Imaging of Fredericksburg, LLC,
and deny the MediCorp project.

Incorporation of Certain Text of the DCOPN Staff Report

By reference, text in the DCOPN staff report relating to the project proposed by Medical
Imaging, text relating to the MediCorp project, or both, that is consistent with the present
recommended decisions, is incorporated into this document for the purposes of solidifying a
recommended decision to approve both projects, as well as establishing and corroborating facts
that constitute the evidentiary and analytical bases on which the recommended decision on each
rest.

Recommended Decision Regarding the Project Proposed by Medical Imaging

Regarding the project proposed by Medical Imaging, DCOPN recommended in its staff
report (the “DCOPN staff report”) that the Commissioner approve the project, with a condition
requiring charity care, because:

Q) The project is generally consistent with the SMFP and the COPN Law;

(i) The capital costs of the project are reasonable;
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(ili)  The project appears economically viable both in the immediate term and in the
long-term;

(iv)  No better alternative to the project exists;
(v) The applicant has demonstrated a unique institutional need,® for the project;
(vi)  There is no known opposition to the project; and

(vii)  Approval of the project is not likely to have a significant negative impact on the
staffing or utilization of existing providers of MRI services.

Medical Imaging should receive a certificate authorizing its proposed project
because, under the statutorily-required analysis, that project is necessary to meet a
demonstrated public need. Specific reasons supporting my recommendation on this project
include those cited by DCOPN, enumerated above.

Recommended Decision Regarding the Project Proposed by MediCorp

Salient analysis and conclusions regarding the project proposed by MediCorp and
relating directly to the eight considerations of public need contained in the COPN law (the
“statutory considerations”® appearing in bold type), are set forth in relation to each statutory
consideration below.

1. The extent to which the proposed project will provide or increase access to health
care services for people in the area to be served and the effects that the proposed project
will have on access to health care services in areas having distinct and unique geographic,
socioeconomic, cultural, transportation, and other barriers to access to health care.

The site intended for the MediCorp project is located slightly more than one mile from
the facility housing the two scanners proposed to be relocated and replaced. MediCorp suggests
that, by moving the scanners to a location on State Route 3 (Plank Road), a primary state
highway, westward of the existing location, “the travel time for residents accessing CT or MRI
services from west of Interstate 95 should be improved through the elimination of multiple traffic
lights which such residents must navigate to get to the existing location.”’

The MediCorp project would provide and increase access to diagnostic services for
people in the area reasonably, appropriately and without adding CT or MRI capacity in PD 16.
No compelling or constructive argument involving access exists for restricting the relocation and
redeployment of existing scanning capacity as proposed by MediCorp.

2. The extent to which the proposed project will meet the needs of people in the area to
be served, as demonstrated by each of the following: (i) the level of community support for
the proposed project demonstrated by people, businesses, and governmental leaders
representing the area to be served; (ii) the availability of reasonable alternatives to the

5 More precisely, a public need expressed as an institutional need.
6 See Subsection B of Virginia Code § 32.1-102.3.
" MediCorp Proposed Findings and Conclusions at 6.
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proposed project that would meet the needs of people in the area to be served in a less
costly, more efficient, or more effective manner; (iii) any recommendation or report of the
regional health planning agency regarding an application for a certificate that is required
to be submitted to the Commissioner pursuant to subsection B of § 32.1-102.6; (iv) any
costs and benefits of the proposed project; (v) the financial accessibility of the proposed
project to people in the area to be served, including indigent people; and (vi) at the
discretion of the Commissioner, any other factors as may be relevant to the determination
of public need for a proposed project.

DCOPN received several letters of support for the MediCorp project; however, that
division received two letters of opposition form Spotsylvania Regional Medical Center
(SRMC).2 SRMC makes two primary arguments, asserting that (i) the Commissioner’s
authorization for the scanners MediCorp seeks to replace had expires, and thereby, cannot be
replaced, and (i) MediCorp is engaging in “destructive competition” by proposing a freestanding
diagnostic facility to be located in relative proximity to an approved freestanding CT imaging
facility SRMC intends to establish. As discussed below, in relation to the third and fourth
statutory considerations, authority for the existing scanners has not expired, and the provision of
facility-based healthcare in PD 16 is not likely to be harmed by approval of the instant project.
The competitive nature of health care between the two institutional providers in PD 16 has been
keen and remains so.

DCOPN’s evaluation of the MediCorp project in relation to consideration of alternatives
was based substantially on its conclusion, in line with SRMC’s first argument, 1.e., that
authorization for the scanners had expired. This conclusion is incorrect, as DCOPN effectively
agreed in joint stipulations of fact entered into regarding this review.®

The costs of the MediCorp project are reasonable, as DCOPN concluded. The benefits
include improving geographic access and deploying replacement, state-of-the-art scanners for
diagnosing disease and injury.

Regarding financial access, MediCorp has established policies and procedures regarding
charity care, and has agreed to operate the facility in accordance with a system-wide charity care
condition applicable to various elements of the Mary Washington Healthcare system, of which
MediCorp is one.

3. The extent to which the proposed project is consistent with the State Health Services
Plan [i.e., de facto, the SMFP].%0

The COPN law requires that “[a]ny decision to issue . . . a [COPN] shall be consistent
with the most recent applicable provisions of the [SMFP]”!! The SMFP, contained in the

8 Letter from T. Stallings to N. Oliver, Dec. 2, 2021; Letter from T. Stallings to N. Oliver, Jan. 4, 2022.

9 Joint Stipulations of Fact, effective April 12, 2022.

1012 Virginia Administrative Code (VAC) 5-230-10 et seq. While Senate Bill 764 (Acts of Assembly, ¢. 1271,
2020) calls for promulgation and adoption of a State Health Services Plan (SHSP) to replace the SMFP, the process
for developing the SHSP has not been completed. Therefore, the SMFP remains in effect as regulatory guidance in
reviewing applications for a COPN. See Footnote 9.

1 Va. Code § 32.1-102.3 (B).
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Virginia Administrative Code (VAC), includes provisions applicable to projects involving CT
and MRI capacity.

MediCorp has documented to DCOPN that the scanners it seeks to relocate have operated
with sufficient continuity to allow them to remain in the PD 16 inventory of authorized capacity
so that their relocation can occur. When reviewed properly as a project proposing the relocation
of a CT scanner and an MRI scanner, and not as one proposing new scanners that would be
introduced into the PD 16 inventory, as SRMC contends is appropriate, the MediCorp project is
consistent with the SMFP provisions that apply.

Notably, the primary justification for DCOPN’s staff recommendation that the MediCorp
project be denied appears to have been the conclusion that the COPN authorizing the CT and
MRI scanners to be relocated and replaced had expired, or lapsed. SRMC urged this conclusion
in two letters commenting on the MediCorp project, received by DCOPN during its review. The
CT was issued many years ago. This conclusion led DCOPN to gauge the project against SMFP
provisions applying to applications proposing the introduction of a new CT scanner and a new
MRI scanner in PD 16. These provisions include an availability, utilization-based standard for
which no applicant seeking new capacity in PD 16 would meet at present.

Upon consideration of all salient matters, | conclude that sufficient data and information
weigh in favor of and substantiate a determination that the MediCorp project is consistent with
the SMFP, or in harmony or in general agreement with the SMFP or with the public policies,
interests and purposes to which the SMFP and the COPN law are dedicated.!? The
Commissioner, in his discretion and in exercising his specialized competence to make
determinations of public need, may readily find SMFP consistency in this case.

4. The extent to which the proposed project fosters institutional competition that
benefits the area to be served while improving access to essential health care services for all
people in the area to be served.

PD 16 has two substantial, well-resourced, institutional providers of health care services:
Mary Washington Healthcare (of which MediCorp is a constituent element), and SRMC (which
is ultimately owned by HCA Healthcare, a major national public corporation that operates 185
hospitals). SRMC complains that the MediCorp project would be an instance of “destructive
competition.” Market competition is already keen in PD 16.

5. The relationship of the proposed project to the existing health care system of the
area to be served, including the utilization and efficiency of existing services or facilities.

Although DCOPN calculates that PD 16 currently has a calculated surplus of both CT
and MRI scanners, the MediCorp project is limited to the relocation and replacement of existing
iterations of capacity. The project is inventory-neutral. Approval of the project would not add to
any surplus or have a significant negative affect on existing providers of CT and MRI scanning
Services.

12 See Roanoke Mem. Hosp. v. Kenley, 3 Va. App. 599, 352 S.E.2d 525 (1987).
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The MediCorp project bears an entirely appropriate relationship to the healthcare system
in the area to be served and offers an improvement in health care delivery.

6. The feasibility of the proposed project, including the financial benefits of the
proposed project to the applicant, the cost of construction, the availability of financial and
human resources, and the cost of capital.

DCOPN concluded that the MediCorp project is financially feasible. The project would
be financially beneficial to the applicant, and the costs of construction are reasonable. DCOPN
anticipates that MediCorp would not have difficult staffing the project. The cost of capital, as
that matter is conventionally understood under this statutory consideration, does not appear to
present an issue.

7. The extent to which the proposed project provides improvements or innovations in
the financing and delivery of health care services, as demonstrated by (i) the introduction
of new technology that promotes quality, cost effectiveness, or both in the delivery of health
care services; (ii) the potential for provision of health care services on an outpatient basis;
(iii) any cooperative efforts to meet regional health care needs; and (iv) at the discretion of
the Commissioner, any other factors as may be appropriate.

MediCorp plans to co-locate the proposed diagnostic facility with a freestanding
emergency department. While such a development is not novel, it can be reasonable expected to
promote the efficient and effective use of diagnostic imaging services.

8. In the case of a project proposed by or affecting a teaching hospital associated with
a public institution of higher education or a medical school in the area to be served, (i) the
unique research, training, and clinical mission of the teaching hospital or medical school
and (ii) any contribution the teaching hospital or medical school may provide in the
delivery, innovation, and improvement of health care services for citizens of the
Commonwealth, including indigent or underserved populations.

Not applicable, without prejudice to the applicant. Notably, MediCorp states that it
intends to make an adaptive re-use of the facility that currently houses the two scanners proposed
to be relocated and replaced, devoting the vacated structure to graduate medical education,
thereby addressing shortages of primary care and specialties in PD 16.

Note Regarding Opposition to and Complaint Regarding the Project

In addition to SRMC’s substantive opposition to the MediCorp project (shared in a
December 2, 2021, letter, and a January 4, 2022, letter), SRMC has complained via email
communications, sent to me following the IFFC, that the process by which this project has been
considered in its final administrative stages, i.e., occurrence of the IFFC and post-IFFC review
by me, has been unfair. In seeking to prosecute a case decision economically, and due to an
apparent administrative oversight, some customary steps regarding notice were omitted. But
such steps were not necessary under the APA.

I have reviewed and closely considered the letters written by SRMC to substantively
oppose the MediCorp project, keeping that health system’s procedural complaint in mind. | am
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confident I would be making the same recommendation as | make below if the administrative
steps undertaken and completed to review and make a determination on the project would have
followed a more routinely-expected pattern.

Conclusion and Recommendation

In view of all eight statutory considerations and upon analytical review of the
administrative record compiled in relation to the MediCorp project, I conclude that the project
would meet a public need and merits approval.

| recommend that the application seeking authorization to establish a diagnostic imaging
facility through relocation of one CT scanner and one MRI scanner, submitted by MediCorp, be
approved. MediCorp should receive a Certificate authorizing the project as it is necessary to
meet a demonstrated public need.

Specific reasons supporting this recommendation include:

Q) The MediCorp project is consistent with the SMFP, is in harmony or in
general agreement with the SMFP or with the public policies, interests and
purposes to which the SMFP and the COPN law are dedicated,;

(i)  Approval of the proposed project would provide for the reasonable
reallocation of existing, authorized resources without adding to the computational
surpluses of CT and MRI scanners in PD 16;

(iii) ~ While the project appears to reflect an assertive and strategic attempt to
maintain or gain market positioning and advantage, reasonable competition in the
healthcare marketplace is generally promoted by the COPN Law and competition
between the Mary Washington Healthcare system and SRMC has been keen for
several years; and

(iv)  The capital costs of the MediCorp project are reasonable and include no
financing costs; the project is feasible.

Respectfully submitted,

July 13, 2022 Douglas R. Harris, JD
Adjudication Officer
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VIRGINIA DEPARTMENT OF HEALTH
Office of Licensure and Certification
Division of Certificate of Public Need
Staff Analysis

February 2, 2022

COPN Request No. VA-8593 COPN Request No. VA-8594

Medical Imaging of Fredericksburg, LLC MediCorp Properties, Inc.

Fredericksburg, Virginia Fredericksburg, Virginia

Add One MRI Scanner Establish a Diagnostic Imaging
Center through the Relocation of
One CT Scanner and One MRI
Scanner

Applicants

COPN Request No. VA-8593: Medical Imaging of Fredericksburg, LLC (MIF)

Medical Imaging of Fredericksburg, LLC (MIF) is a Virginia limited liability company jointly
owned by MediCorp Services, Inc. (MediCorp) and Virginia Medical Imaging, Inc. (VMI).
MediCorp, the majority member with a 51% interest, is a for-profit subsidiary of the MediCorp
Health System. VMI is the minority member with a 49% interest. The proposed project pertains to
the MIF-owned Medical Imaging at Lee’s Hill facility, which is located in Fredericksburg, Virginia
in Planning District (PD) 16 within Health Planning Region (HPR) I.

COPN Request No. VA-8594: MediCorp Properties, Inc. (MPI)

MediCorp Properties, Inc. (MPI) is a Virginia nonstock corporation located in Fredericksburg,
Virginia in PD 16 within HPR 1. The sole member of MCP is Mary Washington Healthcare, a
501(c)(3) Virginia not-for-profit, non-stock corporation.

Background

CT Services in PD 16

According to Virginia Health Information (VHI) data, the 12 diagnostic CT scanners that were
operational in PD 16 in 2019 operated at a collective utilization of 102.3%, or an average of 7,573
procedures per unit (Table 1). DCOPN notes that since 2019, three additional CT scanners have
been added to the PD 16 inventory, as noted in Table 1 below. DCOPN notes that utilization of CT
scanners at hospital-based facilities varies significantly from that of CT scanners located at
freestanding facilities. Specifically, in 2019, the eight diagnostic CT scanners located at hospital-
based facilities in PD 16 operated at a collective utilization of 118.5% (8,767 procedures per unit),
far exceeding the State Medical Facilities Plan (SMFP) expansion threshold of 7,400 procedures per
scanner per year, while the four operational scanners at freestanding facilities operated at only
70.1% (5,185 procedures per unit) for the same period. DCOPN notes that all CT scanners used
solely for simulation purposes have been excluded from Table 1 below.
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COPN Request No. VA-8593 & 8594 February 2, 2022

DCOPN Staff Report Page 2 of 34

Table 1. COPN Authorized Diagnostic CT Units and Utilization in PD 16: 2019
Hospital Based Facilities Units! Procedures | Procedures/Unit | Utilization?
Mary Washington Hospital 5* 39,008 9,752 131.8%
Spotsylvania Regional Medical Center 2 17,547 8,774 118.6%
Stafford Hospital Center 2 13,579 6,790 91.8%
Hospital Based TOTAL and Average 03 70,134 8,767 118.5%
Freestanding Facilities
Chancellor ER 1** -- -- -
Medical Imaging at Lee’s Hill 1 6,075 6,075 82.1%
Medical Imaging of Fredericksburg 3JFF* 11,957 5,979 80.8%
Medical Imaging of North Stafford 1 2,708 2,708 36.6%
Freestanding TOTAL and Average 6* 20,740 5,185 70.1%
Grand TOTAL and Average 15° 90,874 7,573 102.3%

Source: 2019 VHI data and DCOPN records

*COPN No. VA-04698, issued in February 2020 and expected to become operational in March of 2022, authorized the
addition of one CT scanner.

**COPN No. VA-04697, issued in February 2020, authorized the establishment of Chancellor ER, a freestanding facility
to include one CT scanner. This unit is not yet operational and thus, utilization data is not available from VHI.

***COPN No. VA-04696, issued in February 2020, authorized the addition of a third CT scanner and is not yet
operational.

MRI Services in PD 16

According to Virginia Health Information (VHI) data, the seven MRI scanners that were operational
in PD 16 in 2019 operated at a collective utilization of 59.3%, or an average of 2,963 procedures per
unit (Table 2). DCOPN notes that since 2019, two additional MRI scanners have been added to the
PD 16 inventory, as noted in Table 2 below. DCOPN notes that utilization of MRI scanners at
hospital-based facilities varies significantly from that of MRI scanners located at freestanding
facilities. Specifically, in 2019, the three MRI scanners located at hospital-based facilities in PD 16
operated at a collective utilization of 66.3% (3,316 procedures per unit), falling short of the SMFP
expansion threshold of 5,000 procedures per scanner per year, while the four operational scanners at
freestanding facilities operated at only 54% (2,699 procedures per unit) for the same period.
Additionally, DCOPN notes that while information for Medical Imaging of Fredericksburg was not
included in the 2019 VHI data, as the scanner at that facility appears to have been operational during
the relevant reporting period, the unit has been included in the number of scanners used to calculate
the cumulative PD 16 utilization.

1 For purposes of inventory and utilization, all CT units used solely for simulation purposes have been removed from
Table 1.

2 All utilization calculations made using 2019 VHI data for procedures performed and number of units.

3 While not included in the overall calculations for utilization, this number reflects additions to the PD 16 inventory
made subsequent to 2019.

4 While not included in the overall calculations for utilization, this number reflects the current PD 16 inventory and
includes all additions made subsequent to 2019.

5 While not included in the overall calculations for utilization, this number reflects the current PD 16 inventory and
includes all additions made subsequent to 2019.
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Table 2. COPN Authorized MRI Units and Utilization in PD 16: 2019

Hospital Based Facilities Units Procedures | Procedures/Unit | Utilization®
Mary Washington Hospital 2* 4,829 4,829 96.6%
Spotsylvania Regional Medical Center 1 3,109 3,109 62.2%
Stafford Hospital Center 1 2,010 2,010 40.2%
Hospital Based TOTAL and Average 47 9,948 3,316 66.3%
Freestanding Facilities

Medical Imaging at Lee’s Hill 1 6,764 6,764 135.3%
Medical Imaging of Fredericksburg 3** - - -
Medical Imaging of North Stafford 1 4,032 4,032 80.6%
Freestanding TOTAL and Average 58 10,796 2,699 54.0%
Grand TOTAL and Average 9° 20,744 2,963 59.3%

Source: 2019 VHI data and DCOPN records

*COPN No. VA-04759, issued in November 2021, authorized the addition of a second MRI scanner and is not yet
operational.

**COPN No. VA-04696, issued in February 2020, authorized the addition of one MRI scanner and is not yet operational.
Additionally, utilization data for this facility was not reported to VHI for 2019. However, because the unit was
operational in 2019, this scanner has been included in the inventory and used for the calculation of PD 16 utilization.

COPN Request No. VA-8593: Medical Imaging of Fredericksburg, LLC (MIF)

As demonstrated in Table 2 above, the existing MRI scanner at the Medical Imaging at Lee’s Hill
facility operated at 135.3% utilization (6,764 procedures) in 2019, far surpassing the SMFP
expansion threshold of 5,000 procedures per unit.

COPN Request No. VA-8594: MediCorp Properties, Inc. (MPI)

Utilization data for the former Pratt facility was not reported to VHI in 2019. As will be discussed in
more detail throughout this staff analysis report, DCOPN concludes that the applicant has failed to
demonstrate that the CT and MRI units proposed to be transferred as part of this project were
operational in 2019, thus DCOPN concludes that a COPN for new equipment is required.

Proposed Projects

COPN Request No. VA-8593: Medical Imaging of Fredericksburg, LLC (MIF)

MIF seeks authorization to add a second MRI unit at its Medical Imaging at Lee’s Hill (Lee’s Hill)
facility in order to satisfy an institutional need. The proposed project will be located in a building
expansion and interior fit out within the existing facility. The 1,138 gross square foot building
addition and 660 gross square foot interior renovation will support fit out for an MRI magnet room
including control, equipment room, and patient support spaces. The new MRI area will be integrated

& All utilization calculations made using 2019 VHI data for procedures performed and number of units.

77While not included in the overall calculations for utilization, this number reflects the current PD 16 inventory and
includes all additions made subsequent to 2019.

8 While not included in the overall calculations for utilization, this number reflects the current PD 16 inventory and

includes all additions made subsequent to 2019.

9 While not included in the overall calculations for utilization, this number reflects the current PD 16 inventory and

includes all additions made subsequent to 2019.
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into the existing imaging facility, designed to allow efficient and collocated use of MRI personnel
and resources.

The projected capital costs of the proposed project total $3,052,521, the entirety of which will be
funded using the accumulated reserves of the applicant (Table 3). Accordingly, there are no
financing costs associated with this project. The applicant expects construction on the proposed
project to begin on May 1, 2022 and to be complete by February 1, 2023. The applicant anticipates a
September 7, 2022 date of opening.

Table 3. MIF Projected Capital Costs

Direct Construction Costs $1,367,276
Equipment Not Included in Construction Contract $1,064,071
Site Acquisition Costs $341,006
Site Preparation Costs $26,543
Architectural and Engineering Fees $240,540
Other Consultant Fees $13,086
TOTAL Capital Costs $3,052,521

Source: COPN Request No. VA-8593

COPN Request No. VA-8594: MediCorp Properties, Inc. (MPI)

MPI seeks to establish a freestanding imaging facility (Medical Imaging—Harrison Crossing) for
the provision of CT and MRI services through the relocation and replacement of one CT unit and
one MRI unit from its facility located at 12101 Carol Lane in Fredericksburg—the former Sentara
Pratt Medical Center Imaging Center. The proposed new location will be located at 5501 Plank
Road in Fredericksburg, approximately 1.8 miles from the current site. Upon completion of the
proposed project, the Carol Lane facility will be converted for use as a Graduate Medical Education
facility. The applicant states that the purpose of the Graduate Medical Education program is to
address the shortages of Primary Care and other specialties in PD 16 and that the Carol Lane site is
critical to allow for the expansion of the program.

In addition to CT and MRI services, the proposed new facility will also include X-Ray, ultrasound,
and mammaography. These services will be offered alongside a collocated freestanding emergency
department. The project will be located in a new, single-story building within the Harrison Crossing
shopping complex on the Route 3 corridor in Spotsylvania County. The overall square footage of the
proposed facility will be 8,610 gross square feet, including approximately 2,300 square feet fora CT
scan room, control room, patient changing and prep rooms, plus an MRI scan room including
control, equipment, and patient support spaces. Furthermore, the transferred MRI unit will be
replaced with an open MRI.

The projected capital costs of the proposed project total $4,499,805, the entirety of which will be
funded using the accumulated reserves of the applicant (Table 4). Accordingly, there are no
financing costs associated with this project. The applicant anticipates construction on the proposed
project to begin on June 1, 2022 and to be complete by June 1, 2023. The applicant anticipates a July
1, 2023 date of opening.
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Table 4. MPI Projected Capital Costs

Direct Construction Costs $1,940,636

Equipment Not Included in Construction Contract $2,046,102

Site Acquisition Costs $140,000

Site Preparation Costs $1,12,500

Architectural and Engineering Fees $235,331

Other Consultant Fees $12,736

Taxes During Construction $12,500

TOTAL Capital Costs $4,499,805

Source: COPN Request No. VA-8594

Project Definitions

COPN Request No. VA-8593: Medical Imaging of Fredericksburg, LLC (MIF)

Section 32.1-102.1:3 of the Code of Virginia defines a project, in part, as “The addition by an
existing medical care facility described in subsection A of any new medical equipment for the
provision of...magnetic resonance imaging (MRI)...” A medical care facility includes “Any
specialized center...developed for the provision of...magnetic resonance imaging (MRI)...”

COPN Request No. VA-8594: MediCorp Properties, Inc. (MPI)

Section 32.1-102.1:3 of the Code of Virginia defines a project, in part, as the “Establishment of a
medical care facility described in subsection A.” A medical care facility includes “Any specialized
center...developed for the provision of...computed tomographic (CT) scanning, magnetic resonance
imaging (MRI)...”

The two COPN requests which are the subject of this staff analysis report, COPN Request No. VA-
8593 and COPN Request No. VA-8594, are considered competing requests. Per section 12VAC5-
220-220 of the Virginia Medical Care Facilities Certificate of Public Need Rules and Regulations,
applications for the same or similar services proposed for the same PD are considered competing
applications. Both requests that are the subject of this review include an increase in MRI scanner
capacity in PD 16 and, therefore, are considered competing with respect to diagnostic imaging
services.

Required Considerations -- § 32.1-102.3, of the Code of Virginia

In determining whether a public need exists for a proposed project, the following factors shall be
taken into account when applicable.

1. The extent to which the proposed project will provide or increase access to health care
services for people in the area to be served and the effects that the proposed project will
have on access to health care services in areas having distinct and unique geographic,
socioeconomic, cultural, transportation, and other barriers to access to health care;

COPN Request No. VA-8593: Medical Imaging of Fredericksburg, LLC (MIF)

Geographically, the proposed project will be located just off State Route 1 in Spotsylvania
County. It is easily accessible from Interstate 95 and State Route 1. The facility can be accessed
through several secondary roads for patients who are not comfortable traveling on major



http://law.lis.virginia.gov/vacode/32.1-102.2
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highways and is proximate to Route 17 and Route 208, accommodating populations to both the
east and west. The facility is also located 5.1 miles from the Virginia Railway Express/Amtrak
Fredericksburg Station, and 6.5 miles from the Spotsylvania Station (both serving Zone 9). The
facility also has access to the FRED Transit bus transportation system (Routes S1, S4, and S5).
As will be discussed in more detail later in this staff analysis report, at least 95% of the
population of PD 16 appears to be located within a 30 minute drive time, one way, under normal
driving conditions of existing MRI services. However, the applicant states that because its sole
existing MRI scanner operates at maximum capacity, geographic access is not the factor that
prohibits access to timely care for residents of PD 16.

Regarding socioeconomic barriers to access to the applicant’s services, according to regional and
statewide data regularly collected by VHI, for 2019, the most recent year for which such data is
available, the average amount of charity care provided in HPR | was 3.0% of all reported gross
patient services revenues (Table 5). DCOPN notes that the Pro Forma Income Statement
provided by the applicant (Table 6) anticipates a charity care contribution equal to 3.0% of gross
patient services revenue derived from MRI services (reflected in the “Deductions from Revenue”
line). While this amount is in line with the average HPR | contribution, DCOPN notes that as part
of the Mary Washington Health System, the proposed project, if approved, would be subject to
the existing 2.4% system-wide charity care condition currently in place, reflected in its letter
dated March 17, 2010 and most recently cited in COPN No. VA-04698.

Table 5. 2019 HPR | Charity Care Contributions

Hospital Gross Patient Adjusted C_hari_ty Per_cent of Gross

Revenues Care Contribution Patient Revenue:
University of Virginia Medical Center $5,908,975,470 $281,698,729 4.77%
Culpeper Regional Hospital $380,434,774 $13,782,293 3.62%
Sentara RMH Medical Center $990,510,384 $31,826,597 3.21%
Carilion Stonewall Jackson Hospital $128,681,326 $4,054,332 3.15%
Martha Jefferson Hospital $738,572,393 $16,357,090 2.21%
Shenandoah Memorial Hospital $138,346,148 $2,949,504 2.13%
Page Memorial Hospital $67,252,269 $1,411,441 2.10%
Warren Memorial Hospital $159,448,610 $2,896,105 1.82%
Augusta Medical Center $1,084,003,117 $17,664,291 1.63%
Spotsylvania Regional Medical Center $593,173,888 $9,003,897 1.52%
Winchester Medical Center $1,547,423,083 $22,313,262 1.44%
UVA Transitional Care Hospital $62,823,527 $851,414 1.36%
Bath Community Hospital $25,106,383 $268,755 1.07%
Mary Washington Hospital $1,504,703,712 $12,119,248 0.81%
Stafford Hospital Center $321,401,662 $2,151,628 0.67%
Fauquier Hospital $448,588,022 $2,715,780 0.61%

Total Facilities 16

Median 1.7%
Total $ & Mean % $14,099,444,768 $422,064,366 3.0%

Source: VHI (2019)
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Table 6. MIF Pro Forma Income Statement
Year 1 Year 2

Gross Patient Revenue $7,214,689.14 $7,967,836.91

Deductions from Revenue $5,524,898.73 $6,150,994.13

Net Revenue $1,689,790 $1,816,843

Operating Expenses $1,270,720 $1,441,634

Net Income $419,070 $375,208

Source: COPN Request No. VA-8593

Regarding the socioeconomic barriers to access to services, DCOPN notes that, according to the
most recent U.S. Census data, Fredericksburg City, the locality in which the proposed project is
located, had a poverty rate of 15.5%, a percentage nearly double that of the 9.2% statewide
average (Table 7). DCOPN also notes that within PD 16, two of five localities had poverty rates
higher than the statewide average.

Table 7. Statewide and PD 16 Poverty Rates

Locality Poverty Rate
Virginia 9.2%
Caroline 9.8%
King George 6.0%
Spotsylvania 6.6%
Stafford 5.4%
Fredericksburg City 15.5%

Source: U.S. Census Data (census.gov). Population estimates July 1, 2021.

The most recent Weldon-Cooper data projects a total PD 16 population of 441,075 persons by
2030 (Table 8). This represents an approximate 34.6% increase in total population from 2010-
2030. Comparatively, Weldon-Cooper projects the total population of Virginia to increase by
only 16.6% for the same period. With regard to Fredericksburg City specifically, Weldon-
Cooper projects a total population growth increase of 40.1% from 2010 to 2030. Regarding the
65 and older age cohort, Weldon-Cooper projects a much more rapid increase in population
growth. With regard to PD 16 collectively, a 144.8% increase is projected, while an increase of
only 76.4% is projected statewide. This is significant, as this population group typically uses
health care resources, including diagnostic imaging services such as MRI services, at a rate much
higher than those individuals under the age of 65.

Table 8. Statewide and PD 16 Population Projections, 2010-2030

Locality 2010 2020 % Change 2030 % Change | 2010-2030 % Change
Virginia 8,001,024 | 8,655,021 8.2% 9,331,666 7.8% 16.6%
Caroline 28,545 30,740 7.7% 34,821 13.3% 22.0%
King George 23,584 26,429 12.1% 31,053 17.5% 31.7%
Spotsylvania 122,397 136,192 11.3% 158,025 16.0% 29.1%
Stafford 128,961 154,093 19.5% 183,161 18.9% 42.0%
Fredericksburg City 24,286 29,403 21.1% 34,015 15.7% 40.1%
Total PD 16 327,773 | 376,857 15.0% 441,075 17.0% 34.6%




DocuSign Envelope ID: D525A7BA-F5A6-40EF-BCE0-6B65FBA51138

COPN Request No. VA-8593 & 8594 February 2, 2022

DCOPN Staff Report Page 8 of 34
PD 16 65+ 30,132 50,618 68.0% 73,759 45.7% 144.8%
Virginia 65+ 976,937 | 1,352,448 38.4% 1,723,382 27.4% 76.4%

Source: U.S. Census, Weldon Cooper Center Projections (August 2019) and DCOPN (interpolations)

DCOPN did not identify any other unique geographic, socioeconomic, cultural, transportation, or
other barriers to care in the planning district which are not discussed elsewhere in this staff analysis
report.

COPN Request No. VA-8594: MediCorp Properties, Inc. (MPI)

Geographically, the proposed project will be located off State Route 3 West in Spotsylvania
County. The site is accessible from Interstate 95 via State Route 3, along secondary roads
including Harrison Road, Gordon Road, and River Road via State Route 620, and is located 6.6
miles from the Virginia Railway Express/Amtrak Fredericksburg (Zone 9) station. As will be
discussed in more detail later in this staff analysis report, at least 95% of the population of PD 16
appears to be located within a 30 minute drive time, one way, under normal driving conditions of
existing CT and MRI services. However, the applicant states that the project is needed in order to
accommaodate a growing educational program and that accordingly, lack of geographic access is
not the driving factor for the proposed project.

Regarding socioeconomic barriers to access to the applicant’s services, the Pro Forma Income
Statement provided by the applicant (Table 9) anticipates a charity care contribution equal to
2.5% of gross patient services revenue derived from CT and MRI services (reflected in the
“Deductions from Revenue” line), an amount slightly beneath the 3.0% HPR I average (Table 5).
However, as part of the Mary Washington Health System, the proposed project, if approved,
would be subject to the existing 2.4% system-wide charity care condition currently in place,
reflected in its letter dated March 17, 2010 and most recently cited in COPN No. VA-04698.

Table 9. MPI Pro Forma Income Statement

Year 1 Year 2

Gross Patient Revenue $9,951,057 $12,319,669
Deductions from Revenue $8,014,584 $9,986,274
Net Revenue $1,936,473 $2,333,395
FSED Income from Under Arrangement Payments $1,010,689 $1,074,373
TOTAL Net Patient Revenue and FSED Payments $2,947,162.49 $3,407,767.49
Operating Expenses $2,739,347 $3,426,567
Net Income from Operations $207,816 $161,200
Cumulative Net Income $207,816 $369,016

Source: COPN Request No. VA-8594

Also with regard to socioeconomic barriers to access to services, DCOPN again notes that
Fredericksburg City, the locality in which the proposed project is located, had a poverty rate of
15.5%, a percentage nearly double that of the 9.2% statewide average (Table 7). Additionally, as
discussed above, DCOPN reiterates that both the total PD 16 population, as well as the 65 and
older age cohort in PD 16, is growing a rate much higher than the Commonwealth as a whole

(Table 8).
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DCOPN did not identify any other unique geographic, socioeconomic, cultural, transportation, or
other barriers to care in the planning district which are not discussed elsewhere in this staff analysis
report.

2. The extent to which the proposed project will meet the needs of the people in the area to
be served, as demonstrated by each of the following:

(1)  The level of community support for the proposed project demonstrated by
people, businesses, and governmental leaders representing the area to be served;

COPN Request No. VA-8593: Medical Imaging of Fredericksburg, LLC (MIF)
The applicant provided numerous letters of support for the proposed project. Collectively, these
letters addressed the following:

e The availability of additional high-end imaging services will provide more timely reporting
and strengthen communication between referring practices, radiologists, and patients. By
providing additional MRI services, patients will have access to more options for more
affordable care and will encourage patients to pursue imaging services they may not
otherwise access.

e Approving the addition of the MRI services requested by the applicant will give patients
more options for their care and may lead to faster diagnosis and subsequently, improved
outcomes. The ability to access this care within the Fredericksburg area is more necessary
than ever, as the patient population is steadily growing.

e With insurance policies often requiring high-end imaging to be performed in a non-hospital
setting, the availability of outpatient imaging services has become an immediate necessity.
The proposed project will reduce payor and patient costs while maintaining the same level of
safety and clinical efficacy as those provided in a hospital setting.

e The proposed project will benefits the patients in the Fredericksburg community by
providing more accessible imaging, without the need to travel outside the area for these
services at a more affordable cost.

DCOPN is unaware of any opposition to the proposed project.
COPN Request No. VA-8594: MediCorp Properties, Inc. (MPI)

The applicant provided numerous letters of support for the proposed project. Collectively, these
letters addressed the following:

e Faster and lower cost freestanding imaging is integral to ensuring patients are receiving
the highest quality care when they need it. The proposed project is an important step
toward this goal. Approving the relocation of the MRI1 and CT services will give patients
more options for their care and my lead to faster diagnosis and subsequently, improved
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outcomes. The ability to access this care within the Fredericksburg area is more necessary
than ever, as the patient population is steadily growing.

e The proposed project will benefit patients in the community by providing more accessible
imaging, without the need to travel outside the area for these vital services at a more
affordable cost. Patients will directly benefit from the addition of these services,
providing prompt communication between referring physicians, focusing on more
efficient care.

e The proposed project will be collocated in the same building as a freestanding emergency
department. Non-hospital based diagnostic imaging centers, such as the one being
proposed by the applicant, offer an affordable alternative to hospital-based imaging
services that reduce payor and patient costs while maintaining the same level of safety
and clinical efficacy as those provided in a hospital setting.

DCOPN received two letters expressing opposition to the proposed project, each from
Spotsylvania Regional Medical Center (SRMC). The first letter discussed the following key
points, in brief:

1) The COPN for the CT and MRI scanners to be relocated has expired.

While the applicant claims that its project will involve the relocation and replacement of CT
and MRI equipment from the former Sentara Pratt Imaging Center, the application actually
requires approval of new CT and MRI scanners because the Sentara Pratt Imaging Center
reported no CT and MRI scans for 2019. Pursuant to Virginia Code §832.1-102.1:3.B.5,
COPN authorization is required before an existing medical care facility may introduce
“computed tomographic (CT) scanning [or] magnetic resonance imaging (MRI)...when such
medical care facility has not provided such service in the previous 12 months.” Because the
Sentara Pratt Imaging Center performed no CT or MRI procedures in 2019, it is no longer
authorized to provide CT or MRI services, and a new COPN authorizing the addition of CT
and MRI capacity would be required before Sentara Pratt Imaging Center had an authorized
CT or MRI scanner that could be “relocated.”

2) There is no public need for the project.

SRMC was approved to establish CT imaging at Chancellor ER pursuant to COPN No. VA-
04697, issued on February 18, 2020. Chancellor ER is located at 5001 Plank Road (Route 3),
less than a mile from MediCorp’s proposed 5501 Plank Road site. Although MediCorp’s
application makes no reference to the soon-to-be-opened Chancellor ER, it is clear that the
application is a direct—and predatory—response to that project. On January 14, 2020, during
the review of the Chancellor ER CT application, Mary Washington Healthcare (MWHC)
submitted a letter detailing why there was no need for the additional ER or CT services along
Plank Road, stating, in part:

“The project should be denied because there is no need for a [sic] CT unit at this
location; the area SRMC proposes to serve is already saturated with existing providers of
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diagnostic imaging (i.e., CT), as well as emergency department services. There are no
fewer than five existing CT services locations within 10 miles of the proposed location,
with three of the sites located within five miles...

“To the extent the second CT scanner is not sufficient to address demand for CT services
at SRMC, the appropriate response would be to approve a third CT unit at SRMC—not at
a location remote from the hospital which is already saturated by existing providers of CT
and emergency department services.”

Of course, the circumstances Mary Washington described in its letter have only become more
pronounced. After Chancellor ER opens, there will be nine approved CT scanners within six
miles of the MediCorp Plank Road site. MWHC’s comments about the area being “saturated
by existing CT and emergency department services” will be even more pronounced after
Chancellor ER opens.

3) The project is premature.

Even if there were an arguable public need for MediCorp’s project (which there is not), the
project would clearly be premature. Before approving a second CT scanner at a freestanding
ER on Plank Road, the impact of the already-approved CT service at Chancellor ER should
be assessed. After Chancellor ER is established, data will be available to evaluate whether
there is—or is not—a public need for a freestanding ER CT service in such close proximity.

In response to SRMC’s letter of opposition, the applicant asserts SRMC’s opposition is without
merit and should be disregarded, providing the following, in brief:

1) The COPN for the CT and MRI units that are the subject of the relocation project
proposed by COPN Request No. VA-8594 remains valid and has not expired.

MWHC notified the Commissioner and DCOPN in December 2019 of MPI’s intent to acquire the
former Sentara Pratt Imaging Center from Sentara Northern Virginia Medical Center (SNVMC).
MPI completed its acquisition of the facility in January 2020, consistent with the timeline
described in the Acquisition Notice. As set forth in the Acquisition Notice, SNVMC provided CT
and MRI services at the facility though September 30, 2019, when it suspended the services.
Prior to MWHC’s submission of the Acquisition Notice, counsel to SNVMC and MWHC
discussed with DCOPN representatives SNVMC’s suspension of CT and MRI services at the
facility and MWHC’s plans to reinitiate the services within 12 months of service suspension
consistent with the “12-month rule” following MPI’s acquisition of the facility. Consistent with
its conversations with DCOPN and the Acquisition Notice, MWHC recommenced the provision
of CT and MRI services following MPI’s acquisition within 12 months of SNVMC’s September
2019 suspension of services. As the age of the fixed CT and MRI units places them beyond their
useful life, all CT and MRI imaging services at the facility are currently provided through an
arrangement with a mobile vendor. At no point under MPI’s ownership has the facility suspended
or otherwise failed to offer CT or MRI imaging services in violation of the “12-month-rule.”
Additionally, the applicant states that SRMC’s claim rests entirely on the VHI Annual Licensure
Survey Data reported for the former Sentara Pratt Medical Center Imaging Center for 2019. MPI
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did not acquire this facility until January 2020. SNVMC provided CT and MRI imaging services
at the site through September 30, 2019, but having sold the center to MPI in the first month of
2020, evidently did not report any calendar year 2019 volume for the facility to VHI.

2) The proposed imaging center relocation is not predatory.

SRMC’s opposition to the proposed project is almost entirely based on the project’s location,
with SRMC claiming that the proposed site of the relocated imaging center is “predatory”
because it is 0.8 miles from the COPN —approved site for SRMC’s Chancellor ER CT service.
But if any project is predatory, it is SRMC’s Chancellor ER. SREMC chose the site for its
Chancellor ER knowing full well that it is just 0.3 miles, and essentially across the street from,
the existing Carol Lane Imaging Center. Although MWHC could establish a freestanding
emergency department at the Carol Lane site, relocation of the imaging center and development
of a co-located freestanding emergency center at the proposed 5501 Plank Road location will
result in existing CT and MRI imaging services being moved farther away from—not closer to—
SRMC’s Chancellor ER location.

3) The project will promote beneficial competition.

The assertion that MPI’s relocation of its existing CT and MRI diagnostic imaging center to a site
that is farther away from SMRC’s chosen Chancellor ER location will somehow “promote
destructive competition” is without merit. While SMRC tries to reinforce its baseless argument
by claiming that PD 16 “remains dominated by Mary Washington Healthcare,” approval of the
proposed project will have no impact on the number of COPN-authorized CT or MRI units,
capacity or number of sites in PD 16. The project is entirely inventory neutral. Relocation of the
existing CT and MRI services to a to-be-developed imaging center that will be collocated with a
freestanding emergency department will improve access to diagnostic imaging services for
MWHC’s patient population, enable MWHC to decompress utilization of the Mary Washington
Hospital emergency room at its main hospital campus, and provide for improved utilization of
existing COPN-authorized imaging assets in PD 16.

In response to the applicant’s response to its letter of opposition, SRMC provided the following
key points, in brief:

1) Mary Washington’s letter asserts that the Carol Lane (former Pratt) facility complied with
the “12-month rule,” but provides no evidence whatsoever to support this assertion.
Notably, Mary Washington provides no evidence to support its assertion that Sentara
provided CT and MRI services at the facility through September 30, 2019. While Mary
Washington suggests that Sentara somehow forgot to report its 2019 volume to VHI ,that
is not the case. Sentara did report its 2019 volumes to VHI, and Sentara informed VHI
that its 2019 CT and MRI volumes were zero, as evidenced by the 2019 VHI EPICS
Report for Sentara Pratt Medical Imaging Center.

2) Mary Washington’s December 13, 2021 letter wholly ignores its January 14, 2020 letter
in which it details why there was no need for additional ER or CT services along Plank
Road.
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3) Mary Washington’s letter does not deny that its project is predatory. Instead, Mary

4)

5)

Washington tries to change the subject by (wrongly) asserting that SRMC’s Chancellor
ER was predatory first. The Commissioner and DCOPN have already ruled otherwise.

MediCorp’s project will foster harmful competition. SRMC was approved, in part, to
introduce beneficial competition to PD 16, which remains dominated by Mary
Washington Healthcare.

Even if there were an arguable public need for the proposed project (which there is not),
the project would clearly be premature. Before approving a second CT scanner at a
freestanding ER on Plank Road, the impact of the already-approved CT service at
Chancellor ER should be assessed.

DCOPN agrees that the CT and MRI services proposed for relocation have been discontinued,
having failed to provide the services for at least 12 months, resulting in the effective closure of
the facility/imaging services and therefore the loss of COPN authorization, and accordingly, that
the application actually requires approval for new CT and MRI capacity. Pursuant to Virginia
Code §32.1-102.1:3.B.5, COPN authorization is required before a medical care facility may
introduce “computed tomographic (CT) scanning [or] magnetic resonance imaging (MRI)...when
such medical care facility has not provided such service in the previous 12 months. DCOPN
asked the applicant to provide additional information demonstrating that the units in question
were operational in 2019. In response, the applicant provided an affidavit outlining the following
key points:

1)

2)

Sentara’s records indicate that Potomac Hospital Corporation of Prince William, a
division of Sentara, purchased the facility from Pratt Medical Center in 2019. It was
Sentara’s understanding that the units had been operating regularly throughout 2019.
Specifically, based upon a review of Sentara’s files, it appears that immediately prior to
that transaction, Alfredo Lopez, Director of the Imaging Service Line for Sentara,
confirmed with Debbie Nance, Chief Operating Officer of Pratt Medical Center, that the
units had been in use through late September 2019. Records indicate that Sentara
understood that the last date of service for the units was on or about September 27, 2019.

It appears that Pratt Medical Center did not complete any VHI reporting to reflect its own
utilization. However, the applicant’s records indicate that Sentara timely completed the
2019 VHI report for the Sentara Pratt Medical Imaging Center, but the report did not
reflect the units’ utilization for the entire calendar year of 2019, which would have
included nine months of the units’ utilization under the ownership of Pratt Medical
Center. Instead, the report reflected only the last three months of 2019 in which the units
were owned by Sentara. The filing was accompanied by an email explanation, which
indicated as follows: “Confirming the 1xMRI and 1xCT under Pratt, Sentara briefly
owned in 2019, no patients were scanned while under Sentara ownership, and the
physical assets and COPN license were sold.”
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3) Applicant files indicate that, prior to the closing of Sentara’s sale of the Carol Lane
Facility, including its MRI and CT units, to MediCorp, the DCOPN confirmed the
validity of the underlying COPN for transfer and the transaction’s consistency with the
12-month rule.

Additionally, the applicant provided copies of its existing mobile CT and MRI vendor contracts
as well as data regarding the number of procedures performed in 2020 and 2021 at the Carol
Lane facility. DCOPN notes that the mobile vendor contracts provided by the applicant were
signed in January of 2022. While this demonstrates that the applicant has a current mobile vendor
for CT and MRI services, it does not provide evidence that the CT and MRI service was
operational in 2019 (or 2020 and 2021, for that matter). DCOPN additionally notes that the data
provided by the applicant does not include data for 2019 (Table 10). While DCOPN understands
that the applicant did not own the facility in 2019 and therefore was not responsible for its VHI
submission, the fact remains that the applicant has not provided quantifiable proof that the units
were operational at all in 2019. While the applicant asserts that Sentara completed the timely
submission of its VHI report for 2019, DCOPN again notes that data for the Carol Lane Facility
was not included in the 2019 VHI Report and that even if it were, the applicant’s affidavit states
that Sentara performed no scans on the units in 2019. In conclusion, DCOPN maintains that
while the applicant asserts the Carol Lane facility complied with the “12-month rule,” it provided
no evidence whatsoever to support this assertion. More specifically, the applicant failed to
provide any evidence to support its assertion that CT and MRI services were provided at the
facility though September 30, 20109.

Table 10. Carol Lane CT and MRI Procedures: 2020 and 2021
MRI CT

2020
August 6
October 0
December 2
8
3

Total Actual Procedures
No Shows/Cancellations

Total Scheduled Procedures 11

NIOIN|O|F|F-

2021
April 1
June 3
October 0
3
7
5

December
Total Actual Procedures
No Shows/Cancellations

Total Scheduled Procedures 12
Source: COPN Request No. VA-8594

N[OIN|O|F,|O|F-

Public Hearing

DCOPN conducted the required public hearing for the proposed projects on December 13, 2021.
As a result of the ongoing COVID-19 pandemic, the hearing was held telephonically. A total of
25 persons called in to the hearing.
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With regard to COPN Request No. VA-8593, a total of 20 callers indicated support for the
proposed project, none indicated opposition, and two indicated no position. Ten persons elected
to speak in support of the proposed project with none electing to speak in opposition.

With regard to COPN Request No. VA-8594, a total of 16 callers indicated support for the
proposed project and five indicated opposition. Nine callers elected to speak in support of the
proposed project, while one elected to speak in opposition.

(i)  The availability of reasonable alternatives to the proposed project that would
meet the needs of the people in the area to be served in a less costly, more
efficient, or more effective manner;

COPN Request No. VA-8593: Medical Imaging of Fredericksburg, LLC (MIF)

As will be discussed in more detail later in this staff analysis report, DCOPN calculated a current net
surplus of four MRI scanners in PD 16. However, as will also be discussed in more detail, DCOPN
concludes that the proposed project warrants approval despite this calculated surplus. Specifically,
DCOPN Concludes that the applicant has adequately demonstrated a unique institutional need for
the additional MRI scanner and accordingly, that no reasonable alternatives to the proposed project
exist which would serve the residents of PD 16 in a less costly, more efficient, or more effective
manner.

COPN Request No. VA-8594: MediCorp Properties, Inc. (MPI)

As discussed, DCOPN calculated a current net surplus of two CT scanners and four MRI scanners in
PD 16. The applicant asserts that because it proposes to relocate an existing CT and MRI scanner to
its new imaging facility, the project is ultimately inventory neutral and would not add to the existing
surpluses. However, for reasons discussed throughout this staff analysis report, DCOPN concludes
that the CT and MRI services proposed for relocation have been discontinued, having failed to
provide the service for at least 12 months, resulting in the effective closure of the facility/imaging
services and therefore the loss of COPN authorization, and accordingly, that the application actually
requires approval for new CT and MRI capacity.

(iii)  Any recommendation or report of the regional health planning agency regarding
an application for a certificate that is required to be submitted to the
Commissioner pursuant to subsection B of § 32.1-102.6;

Currently there is no organization in HPR | designated by the Virginia Department of Health to
serve as the Health Planning Agency for PD 16. Therefore, this consideration is not applicable to
the review of either proposed project.

(iv)  Any costs and benefits of the proposed project;

COPN Request No. VA-8593: Medical Imaging of Fredericksburg, LLC (MIF)

As demonstrated by Table 3, the projected capital costs of the proposed project is $3,052,521, the
entirety of which will be funded using the accumulated reserves of the applicant. Accordingly, there
are no financing costs associated with this project. DCOPN concludes that the costs for the proposed
project are reasonable and consistent with previously approved PD 16 projects similar in clinical
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scope (COPN No. VA-04759 authorized the addition of one MRI scanner and had a capital cost of
$5,331,787).

With regard to benefits of the proposed project, the applicant provided the following:

1.

Approval of the proposed project will satisfy an institutional need for additional capacity and
allow MIF to provide timely access to care for its patients.

The project efficiently uses existing space and resources, minimizing the space needed for an
additional MRI unit and its associated support space.

The project’s design and construction are cost effective, allowing for lower build-out costs
and reducing the cost for providing imaging services, as it makes use of shared technologist
space and waiting room space, limiting duplication of needs of space.

The project design uses existing space required for information technology hardware and
networking. This information technology provides secure, vendor-neutral instant messaging
of clinical communication and inquiry between ordering provider and radiologist, provides
secure web-based communication of clinical information, medical images, and reports using
vendor and organizational neutral technology.

The project design allows continuation of the imaging facility being an ACR Diagnostic
Imaging Center of Excellence by meeting ACR DICOE requirements including physical
environment, patient safety systems, patient confidentiality, patient privacy, medical record
management, and infection control requirements and standards.

The project meets the current and future needs of PD 16 patients for access to affordable
advanced outpatient imaging in an accessible location, in a high quality and patient focused
environment. These are important elements of the Senate Finance HHR Subcommittee’s
2016 Priority Report and the COPN Workgroup’s recommendation to reflect the Institute for
Healthcare’s Triple Aim.

The project provides outpatients access to high quality, high satisfaction services in a lower
cost setting where appointments are not cancelled or delayed due to competing needs for
MRI technology by priority inpatients.

The project enables PD 16 hospitals to continue focusing their resources on emergency,
inpatient, and surgical patients.

The project design meets the Imaging Faculty’s plan for being a non-hospital-based medical
imaging provider that offers integrated and collaborate clinical services.

COPN Request No. VA-8594: MediCorp Properties, Inc. (MPI)

As demonstrated by Table 4, the projected capital costs of the proposed project is $4,499,805, the
entirety of which will be funded using the accumulated reserves of the applicant. Accordingly, there
are no financing costs associated with this project. DCOPN concludes that the costs for the proposed
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project are reasonable and consistent with previously approved PD 16 projects similar in clinical
scope (COPN No. VA-04696 authorized the addition of one CT and one MRI unit and had a capital
cost of $3,904,641; COPN No. VA-04697 authorized the establishment of a specialized center for
CT imaging and had a capital cost of $3,904,642; COPN No. VA-04759 authorized the addition of
one MRI scanner and had a capital cost of $5,331,787).

With regard to benefits of the proposed project, the applicant provided the following:

1.

v)

The project relocates and replaces the current CT and MRI units at the Carol Lane
location with a new fixed CT unit and a new fixed OPEN MRI unit at a new, state of the
art, imaging facility.

The project provides outpatients access to high quality, high satisfaction advanced
diagnostic imaging services in a lower cost freestanding outpatient setting where
appointments are not cancelled or delayed.

The project design meets the imaging facility’s plan for being a low-cost provider to the
community, billing for patient services under Medicare’s Physician Fee Schedule and
offering integrated and collaborate clinical services.

The project supports a freestanding emergency department, including emergency CT
Services.

The project meets the current and future need for access to affordable advanced outpatient
imaging, in an accessible location, in a high quality and patient focused environment.

The project design includes space for information technology hardware and networking
that provides secure, vendor neutral electronic instant messaging of clinical
communication and inquiry between ordering provider and radiologist, and for electronic
communication of clinical information, medical images, and reports using vendor and
organizational neutral technology.

The project design supports the imaging facility’s ability to achieve the ACR designation
of Imaging Center of Excellence by meeting the requirements including physical
environment, patient safety systems, patient confidentiality, patient privacy, medical
record management, and infection control requirements of the ACR DICOE standards.
Currently, MIF, LLC imaging facilities, including its imaging centers for women, are the
only imaging centers in Virginia, including hospital affiliated centers, with ACR DICOE
Accreditation.

The financial accessibility of the proposed project to the people in the area to be
served, including indigent people; and

Each applicant has provided assurances that its requested diagnostic imaging services will be
accessible to all patients, regardless of financial considerations. Furthermore, as previously
discussed, while the Pro Forma Income Statements provided by the applicants anticipate charity
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care contributions, DCOPN notes that each applicant operates as part of the Mary Washington
Health System. Accordingly, should either proposed project be approved, it would be subject to
the existing 2.4% system-wide charity care condition currently in place, reflected in Mary
Washington Healthcare’s letter dated March 17, 2010 and most recently cited in COPN No. VA-
04698.

(vi) At the discretion of the Commissioner, any other factors as may be relevant to
the determination of public need for a proposed project;

Section 32.1-102.2:1 of the Code of Virginia calls for the State Health Services Plan Task Force
to develop, by November 1, 2022, recommendations for a comprehensive State Health Services

Plan (SHSP). In the interim, DCOPN will consider the consistency of the proposed projects with
the predecessor of the SHSP, the State Medical Facilities Plan (SMFP).

DCOPN did not identify any other discretionary factors, not discussed elsewhere in this staff
analysis report, to bring to the attention of the Commissioner as may be relevant in determining a
public need for either proposed project.

3. The extent to which the proposed project is consistent with the State Health Services
Plan;

Part Il, Article 1 of the State Medical Facilities Plan (SMFP) contains the standards and criteria
for CT services. They are as follows:

Part Il. Diagnostic Imaging Services
Article 1. Criteria and Standards for Computed Tomography

COPN Request No. VA-8593, submitted by Medical Imaging of Fredericksburg, LLC, does not
involve CT services. Accordingly, the following section of this staff analysis report only pertains to
COPN Request No. VA-8594, submitted by MediCorp Properties, Inc.

12VAC5-230-90. Travel time.

CT services should be within 30 minutes driving time one way under normal conditions of
95% of the population of the health planning district using a mapping software as
determined by the commissioner.

The heavy black line in Figure 1 identifies the boundaries of PD 16. The blue “H” sign marks the
location of the proposed project, while the white “H” signs mark the locations of all other
existing PD 16 providers of CT services. The yellow shaded area represents the areas of PD 16
that are within a 30 minutes’ drive of existing PD 16 providers of CT services and also the
proposed new facility. Based on the amount and location of shading, it appears that CT services
currently exist within a 30-minute drive for at least 95% of the population of PD 16. Furthermore,
as the applicant is a current provider of CT services and proposes to relocate its imaging facility a
short distance, DCOPN concludes that approval of the proposed project is not likely to improve
geographic access to services in any meaningful way.
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12VAC5-230-100. Need for new fixed site or mobile service.

A. No new fixed site or mobile CT service should be approved unless fixed site CT services
in the health planning district performed an average of 7,400 procedures per existing
and approved CT scanner during the relevant reporting period and the proposed new
service would no significantly reduce the utilization of existing providers in the health
planning district. The utilization of existing scanners operated by a hospital serving an
area distinct from the proposed new service site may be disregarded in computing the
average utilization of CT scanners in such health planning district.

B. Existing CT scanners used solely for simulation with radiation therapy treatment shall
be exempt from the utilization criteria of this article when applying for a COPN. In
addition, existing CT scanners used solely for simulation with radiation therapy
treatment may be disregarded in computing the average utilization of CT scanners in
such health planning district.

As noted in Table 1, in 2019, the most recent year for which such data from VHI is available, the
12 diagnostic CT scanners operational in PD 16 operated at a collective utilization of 102.3%
(7,573 procedures per scanner) based on the SMFP expansion threshold of 7,400 CT procedures
per scanner per year. Using 2019 VHI data, based on 12 COPN authorized fixed diagnostic CT
scanners in PD 16 and reported CT volume of 90,874 total procedures, there is a need for 12.3
(13) CT scanners in PD 16. DCOPN notes that the 2019 VHI data does not take into account the
three CT scanners added to the PD 16 inventory since 2019. Therefore, at present, there is a
calculated surplus of two CT scanners in PD 16. DCOPN further notes that because none of these
additional CT scanners are currently operational, none are currently contributing volume to the
collective PD 16 number of scans performed.

2019 COPN authorized diagnostic CT units per VHI data: 12
Calculated Needed CT units: 90,874 total scans + 7,400 = 12.3 (13)
2021 CT scanner inventory: 15
CT scanner surplus: 2

The applicant asserts that because it proposes to relocate an existing CT scanner to its new
imaging facility, the project is ultimately inventory neutral and would not add to the existing
surplus in PD 16. However, for reasons discussed throughout this staff analysis report, DCOPN
concludes that the CT service proposed for relocation has been discontinued, having failed to
provide the service for at least 12 months, resulting in the effective closure of the facility/imaging
service and therefore the loss of COPN authorization, and accordingly, that the application actually
requires approval for new CT capacity. Due to this existing surplus, and for reasons discussed in
more detail throughout this staff analysis report, DCOPN concludes that there is no current need for
additional CT capacity within PD 16.

12VAC5-230-110. Expansion of fixed site service.

Proposals to expand an existing medical care facility’s CT service through the addition of
CT scanner should be approved when the existing services performed an average of 7,400
procedures per scanner for the relevant reporting period. The commissioner may authorize
placement of a new unit at the applicant’s existing medical care facility or at a separate
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location within the applicant’s primary service area for CT services, provided the proposed
expansion is not likely to significantly reduce the utilization of existing providers in the
health planning district.

The applicant is not proposing to expand an existing service, but rather to establish a new,
freestanding diagnostic imaging center. Accordingly, this standard is not applicable to the
proposed project.

12VAC5-230-120. Adding or expanding mobile CT services.

A. Proposals for mobile CT scanners shall demonstrate that, for the relevant reporting
period, at least 4,800 procedures were performed and that the proposed mobile unit will
not significantly reduce the utilization of existing CT providers in the health planning
district.

B. Proposals to convert authorized mobile CT scanners to fixed site scanners shall
demonstrate that, for the relevant reporting period, at least 6,000 procedures were
performed by the mobile scanner and that the proposed conversion will no significantly
reduce the utilization of existing CT providers in the health planning district.

Not applicable. The applicant is not seeking authorization to convert an authorized mobile CT
scanner to a fixed-site CT scanner.

12VAC5-230-130. Staffing.
CT services should be under the direction or supervision of one or more qualified
physicians.

The applicant has provided assurances that CT services at the proposed new facility will be under
the direct supervision of one or more qualified physicians.

Part I1, Article 2 of the State Medical Facilities Plan (SMFP) contains the standards and criteria
for MRI services. They are as follows:

Part Il. Diagnostic Imaging Services
Article 2. Criteria and Standards for Magnetic Resonance Imaging

12VAC5-230-140. Travel time.

MRI services should be within 30 minutes driving time one way under normal conditions of
95% of the population of the health planning district using a mapping software as
determined by the commissioner.

The heavy black line in Figure 1 identifies the boundary of PD 16. The blue “H” signs mark the
locations of the proposed projects. The white “H” signs mark the locations of all other existing
MRI services located in PD 16. The yellow shaded area illustrates the area of PD 16 and the
surrounding area that is currently within a 30-minute drive of existing MRI services. Based on
the amount and location of shading, it appears that MRI services currently exist within a 30-
minute drive for at least 95% of the population of PD 16.
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With regard to MIF, DCOPN notes that the applicant is a current provider of MRI services and
that accordingly, approval of the prosed project would not improve geographic access to services
for residents of PD 16 in any meaningful way. However, as the applicant cites an institutional
specific need for the additional MRI scanner, DCOPN notes that it is not geographic access that
prohibits access to services for MIF’s patients. Rather, service is limited due to the current
scanner operating well-above maximum capacity. With regard to MPI, DCOPN notes that the
applicant proposes to relocate its service only a short distance away from its current facility and
that accordingly, approval of the project would not improve geographic access to services in any
meaningful way.
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12VAC5-230-150. Need for new fixed site service.

No new fixed site MRI services should be approved unless fixed site MRI services in the
health planning district performed an average of 5,000 procedures per existing and
approved fixed site MRI scanner during the relevant reporting period and the proposed
new service would not significantly reduce the utilization of existing fixed site MRI
providers in the health planning district. The utilization of existing scanners operated by a
hospital and serving an area distinct from the proposed new service site may be disregarded
in computing the average utilization of MRI scanners in such health planning district.

COPN Request No. VA-8593: Medical Imaging of Fredericksburg, LLC (MIF)

The applicant is not seeking to establish a new fixed site service, but rather, is proposing to expand
an existing service. Accordingly, this standard is not applicable to the proposed project. The
information below is presented for informational purposes only with regard to this project.

As noted in Table 2, in 2019, the most recent year for which such data from VVHI is available, the
seven MRI scanners operational in PD 16 operated at a collective utilization of 59.3% (2,963
procedures per unit) based on the SMFP expansion threshold of 5,000 MRI procedures per scanner
per year. Using 2019 VHI data, based on seven COPN authorized fixed MRI scanners in PD 16 and
reported MRI volume of 20,744 total procedures, there is a need for 4.1 (5) MRI scanners in PD 16.
DCOPN notes that 2019 VHI data does not take into account the two MRI scanners added to the PD
16 inventory since 2019. Therefore, at present there is a calculated surplus of four MRI scanners in
PD 16. As will be discussed in more detail later in this staff analysis report, DCOPN concludes that
the applicant has adequately demonstrated a unique institutional need for the requested CT scanner
and that the proposed project warrants approval despite this calculated surplus.

2019 COPN authorized MRI units per VHI data: 7
Calculated Needed MRI Units: 20,744 total scans + 5,000 = 4.1 (5)
2021 MRI scanner inventory: 9
MRI scanner surplus: 4

COPN Request No. VA-8594: MediCorp Properties, Inc. (MPI)

As previously discussed, DCOPN has calculated a net surplus of four MRI scanners within PD 16.
As with the CT portion of its proposed project, the applicant asserts that because it proposes to
relocate an existing MRI scanner to its new facility, the project is ultimately inventory neutral and
would not add to the existing surplus in PD 16. However, for reasons already discussed throughout
this staff analysis report, DCOPN concludes that the MRI service proposed for relocation has been
discontinued, having failed to provide the service for at least 12 months, resulting in the effective
closure of the facility/imaging service and therefore the loss of COPN authorization, and
accordingly, that the application actually requires approval for new MRI capacity.
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12VAC5-230-160. Expansion of a fixed site service.

Proposals to expand an existing medical care facility’s MRI services through the addition of
an MRI scanner may be approved when the existing service performed an average of 5,000
MRI procedures per scanner during the relevant reporting period. The commissioner may
authorize placement of the new unit at the applicant’s existing medical facility, or at a
separate location within the applicant’s primary service area for MRI services, provided
the proposed expansion is not likely to significantly reduce the utilization of existing
providers in the health planning district.

COPN Request No. VA-8593: Medical Imaging of Fredericksburg, LLC (MIF)

In 2019, the most recent year for which VHI data is available, the existing MRI scanner at the Lee’s
Hill facility operated at 135.3% utilization (Table 2), far exceeding the SMFP expansion threshold
of 5,000 procedures per unit. Furthermore, as already briefly discussed and as will be discussed in
more detail later in this staff analysis report, DCOPN concludes that no reasonable alternative to the
proposed project exists and further concludes that the applicant has adequately demonstrated a
unique institutional need for the proposed additional MRI scanner. Accordingly, DCOPN concludes
that the applicant has satisfied this standard.

COPN Request No. VA-8594: MediCorp Properties, Inc. (MPI)

The applicant is not proposing to expand a fixed site service, but rather, is proposing to establish
a new freestanding diagnostic imaging facility. Accordingly, this standard is not applicable to the
proposed project.

12VAC5-230-170. Adding or expanding mobile MRI services.

A. Proposals for mobile MRI scanners shall demonstrate that, for the relevant reporting
period, at least 2,400 procedures were performed and that the proposed mobile unit will
not significantly reduce the utilization of existing MRI providers in the health planning
district.

B. Proposals to convert authorized mobile MRI scanners to fixed site scanners shall
demonstrate that, for the relevant reporting period, 3,000 procedures were performed
by the mobile scanner and that the proposed conversion ill not significantly reduce the
utilization of existing MRI providers in the health planning district.

Neither applicant is proposing to add or expand mobile MRI services and accordingly, this
standard is not applicable to the review of either project.

12VAC5-230-180. Staffing.
MRI services should be under the direct supervision of one or more qualified physicians.

Each applicant has provided assurances that their respective projects, if approved, would be
under the direct supervision of one or more qualified physicians.
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The SMFP also contains criteria/standards for when institutional expansion is needed. They are
as follows:

12VAC5-230-80. When institutional expansion needed.

A.

C.

D.

Notwithstanding any other provisions of this chapter, the commissioner may grant
approval for the expansion of services at an existing medical care facility in a health
planning district with an excess supply of services when the proposed expansion can be
justified on the basis of a facility’s need having exceeded its current service capacity to
provide such service or on the geographic remoteness of the facility.

If a facility with an institutional need to expand is part of a health system, the
underutilized services at other facilities within the health system should be reallocated,
when appropriate, to the facility with the institutional need to expand before additional
services are approved for the applicant. However, underutilized services located at a
health system’s geographically remote facility may be disregarded when determining
the institutional need for the proposed project.

This section is not applicable to nursing facilities pursuant to § 32.1-102.3:2 of the Code
of Virginia.

Applicants shall not use this section to justify a need to establish new services.

COPN Request No. VA-8593: Medical Imaging of Fredericksburg, LLC (MIF)

As previously discussed, in 2019, the most recent year for which VHI data is available, the MRI
scanner at the Lee’s Hill facility operated at a utilization rate of 135.3%, far surpassing the SMFP
expansion threshold of 5,000 procedures per scanner (Tables 2 and 11). Accordingly, maintaining
the status quo is not a viable option. Furthermore, DCOPN concludes that there is no excess capacity
within the Mary Washington Health System suitable for transfer to the Lee’s Hill facility. While
DCOPN was not provided with utilization data for the Medical Imaging of Fredericksburg for 2019,
it notes that COPN No. VA-04696, issued in February 2020, authorized the addition of a third MRI
scanner based on an institutional need for expansion. Furthermore, while Medical Imaging of North
Stafford did not operate at maximum capacity in 2019, it operated at a high enough volume to
conclude that transfer would not be practical. Accordingly, DCOPN maintains that no reasonable
alternatives to the proposed project exist and that the applicant has adequately demonstrated a
unique institutional need for expansion.
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Table 11. Mary Washington Health System MRI Units and Utilization: 2019

Facility Units | Procedures | Procedures/Unit Utilization®

Mary Washington Hospital 2* 4,829 4,829 96.6%

Medical Imaging at Lee’s Hill 1 6,764 6,764 135.3%

Medical Imaging of Fredericksburg 3** - - -

Medical Imaging of North Stafford 1 4,032 4,032 80.6%

TOTAL and Average 74 15,625 3,125 62.5%

Source: 2019 VHI data and DCOPN records

*COPN No. VA-04759, issued in November 2021, authorized the addition of a second MRI scanner and is not yet
operational.

**COPN No. VA-04696, issued in February 2020, authorized the addition of one MRI scanner and is not yet operational.
Additionally, utilization data for this facility was not reported to VVHI for 2019. However, because the unit was
operational in 2019, this scanner has been included in the inventory and used for the calculation of PD 16 utilization.

COPN Request No. VA-8594: MediCorp Properties, Inc. (MPI)
This applicant has not cited an institutional need for the proposed project and accordingly, this
provision is not applicable.

Part 1
Definitions and General Information

12VAC5-230-60. When competing applications received.
In reviewing competing applications, preference may be given to an applicant who:

1) Has an established performance record in completing projects on time and within
the authorized operating expenses and capital costs;

2) Has both lower capital costs and operating expenses than his competitors and can
demonstrate that his estimates are credible;

3) Can demonstrate a consistent compliance with state licensure and federal
certification regulations and a consistent history of few documented complaints,
where applicable; or

4) Can demonstrate a commitment to serving his community or service area as
evidenced by unreimbursed services to the indigent and providing needed but
unprofitable services, taking into account the demands of the particular service area.

COPN Request No. VA-8593: Medical Imaging of Fredericksburg, LLC (MIF)

Based on an analysis of previous DCOPN projects, the applicant generally has a history of
completing projects on time and within the authorized capital costs. With respect to the proposed
project, the capital costs ($3,052,521) are comparatively much lower than the MPI project; however,
DCOPN notes that the projects do vastly differ in clinical scope. DCOPN is unaware of any ongoing
or extraordinary documented complaints involving this applicant. DCOPN further observes that with
regard to the anticipated charity care contribution, as part of the Mary Washington Health System,
the project would be subject to the system-wide charity care condition currently in place, just as the
competing applicant would.

10 All utilization calculations made using 2019 VHI data for procedures performed and number of units.
1 While not included in the overall calculations for utilization, this number reflects the current PD 16 inventory and
includes all additions made subsequent to 2019.
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COPN Request No. VA-8594: MediCorp Properties, Inc. (MPI)

Based on an analysis of previous DCOPN projects, the applicant generally has a history of
completing projects on time and within the authorized capital costs. With respect to the proposed
project, the capital costs ($4,499,805) are comparatively much higher than the MIF project;
however, DCOPN notes that the projects do vastly differ in clinical scope. DCOPN is unaware of
any ongoing or extraordinary documented complaints involving this applicant. DCOPN further
observes that with regard to the anticipated charity care contribution, as part of the Mary
Washington Health System, the project would be subject to the system-wide charity care condition
currently in place, just as the competing applicant would.

Conclusion

Due to the difference in clinical scope of the projects, DCOPN contends that neither applicant
deserves preference with regard to lower capital costs. With regard to charity care contributions,
DCOPN concludes that neither applicant deserves preference as they would each be subject to the
same existing system-wide charity care condition. As both applicants have a history of one time, on
budget delivery, DCOPN concludes that neither applicant deserves preference regarding completing
projects on time and within the approved capital budget or with respect to meeting state licensure
and federal certification regulations.

Eight Required Considerations Continued

4. The extent to which the proposed project fosters institutional competition that benefits
the area to be served while improving access to essential health care services for all
people in the area to be served;

COPN Request No. VA-8593: Medical Imaging of Fredericksburg, LLC (MIF)

The applicant has cited an institutional need to expand its existing MRI service in an effort to
decompress its existing scanner. As a result, the primary patient population this project would serve
is patients who have already chosen MIF as their care provider and accordingly, any negative impact
the proposed project may have on the staffing or utilization of existing providers of MRI services is
not likely to be destabilizing. Furthermore, DCOPN notes that all but three existing PD 16 facilities
that provide MRI services operate as part of the Mary Washington Health System. Accordingly,
DCOPN contends that the proposed project is unlikely to foster institutional competition that would
benefit the area to be served. Finally, DCOPN again notes that because the applicant is a current
provider of MRI services, the proposed project is not likely to improve geographic access to MRI
services in any meaningful way.

COPN Request No. VA-8594: MediCorp Properties, Inc. (MPI)

First, DCOPN reiterates its conclusion that the COPN for the CT and MRI units proposed for
transfer have been discontinued, having failed to provide the services for at least 12 months,
resulting in the effective closure of the facility/imaging services and therefore the loss of COPN
authorization, and accordingly, that the application actually requires approval for new CT and
MRI capacity. However, DCOPN nonetheless concludes that the proposed project would not
foster institutional competition that benefits the area to be served. The applicant proposes to
relocate the CT and MRI scanners only a short distance away, in order accommodate a growing
educational program. Accordingly, the patient population to be served at the new facility would
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theoretically be those patients who have already chosen MPI as its care provider. However,
DCOPN notes that the proposed new freestanding ER would be located less than one mile away
from the not-yet-operational freestanding Chancellor ER, which already has COPN authorization
for an MRI scanner. Accordingly, approval of the proposed project is likely to have a negative
impact on the utilization of Chancellor ER, once it becomes operational.

5. The relationship of the proposed project to the existing health care system of the area to
be served, including the utilization and efficiency of existing services or facilities;

COPN Request No. VA-8593: Medical Imaging of Fredericksburg, LLC (MIF)

As previously discussed, DCOPN has calculated a current net surplus of four MRI scanners in PD
16. If approved, the project would increase this surplus to five. However, DCOPN contends that the
proposed project warrants approval despite the surplus because MIF has adequately demonstrated a
unique institutional need for the expansion due to its existing scanner operating above maximum
capacity. Additionally, as already discussed, DCOPN contends that the patient population to be
served by the proposed additional scanner is those patients who have already chosen MIF as their
care provider and that accordingly, approval of the proposed project is not likely to have a
significant negative impact on the utilization of existing PD 16 providers of MRI services.

COPN Request No. VA-8594: MediCorp Properties, Inc. (MPI)

DCOPN reiterates its conclusion that the COPN for the CT and MRI units proposed for transfer
has expired, and thus, a COPN for new equipment, and not the transfer of existing equipment, is
actually required. DCOPN has calculated a net surplus of two CT scanners and four MRI
scanners in PD 16. Accordingly, it could be argued that excess CT and MRI capacity exists
within the planning district and there is no need for additional units. In its January 14, 2020 letter
opposing the project that ultimately resulted in the establishment of an imaging center at
Chancellor ER, the applicant agreed there was no public need for additional equipment, stating
the following:

“The project should be denied because there is no public need for a [sic] CT unit at this
location; the area SRMC proposes to serve is already saturated with existing providers of
diagnostic imaging (i.e., CT), as well as emergency department services. There are no
fewer than 5 existing CT services locations within 10 miles of the proposed location, with
3 of the sites located within 5 miles...”

Furthermore, DCOPN again notes that even if there were a need for additional CT and MRI units
in PD 16, the proposed project is likely to have a significant negative impact on the utilization of
the not-yet-operational Chancellor ER, a facility located less than one mile from the proposed
project’s location.
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6. The feasibility of the proposed project, including the financial benefits of the proposed
project to the applicant, the cost of construction, the availability of financial and human
resources, and the cost of capital;

COPN Request No. VA-8593: Medical Imaging of Fredericksburg, LLC (MIF)

As already discussed, DCOPN contends that the projected costs for the proposed project are
reasonable and consistent with previously authorized projects similar in clinical scope. Furthermore,
the Pro Forma Income Statement (Table 6) provided by the applicant anticipates a net profit of
$419,070 in the first year of operation and $375,208 by year two, indicating that the proposed
project is financially feasible both in the immediate and in the long-term. The applicant will fund the
project entirely using accumulated reserves and accordingly, there are no financing costs associated
with this project.

With regard to staffing, the applicant anticipates the need to hire an additional 2.2 full-time
employees in order to staff the proposed project. DCOPN notes that currently, there are 3.4 vacant
positions at the facility. The applicant is a current provider of MRI services with a robust employee
recruitment and retention program. Accordingly, DCOPN does not anticipate that the applicant will
have difficulty staffing the project or that doing so will have a significant negative impact on the
staffing of other PD 16 providers.

COPN Request No. VA-8594: MediCorp Properties, Inc. (MPI)

As already discussed, DCOPN concludes that the projected costs for the proposed project are
reasonable and consistent with previously authorized projects similar in clinical scope.
Furthermore, the Pro Forma Income Statement (Table 9) provided by the applicant anticipates a
net profit of $207,816 in the first year of operation and $369,016 by year two, indicating that the
proposed project is financially feasible both in the immediate and in the long-term. The applicant
will fund the project entirely using accumulated reserves and accordingly, there are no financing
costs associated with this project.

With regard to staffing, the applicant anticipates the need to hire 16 full-time employees in order
to staff the proposed project. The applicant is a current provider of CT and MRI services with a
robust employee recruitment and retention plan. Accordingly, DCOPN does not anticipate that
the applicant will have difficulty staffing the project or that doing so will have a destabilizing
impact on the staffing of other PD 16 providers.

7. The extent to which the proposed project provides improvements or innovations in the
financing and delivery of health care services, as demonstrated by (i) the introduction of
new technology that promotes quality, cost effectiveness, or both in the delivery of
health care services; (ii) the potential for provision of health care services on an
outpatient basis; (iii) any cooperative efforts to meet regional health care needs; and (iv)
at the discretion of the Commissioner, any other factors as may be appropriate; and

COPN Request No. VA-8593: Medical Imaging of Fredericksburg, LLC (MIF)

The proposed project does not offer the introduction of new technology that promotes quality, cost
effectiveness, or both in the delivery of health care services. However, the proposed project would
improve the delivery of health care services at the Lee’s Hill facility by addressing the
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overutilization of its existing MRI scanner. DCOPN again notes that the applicant bases its
application on a unique institutional need for expansion and that accordingly, the patient population
to be served is those patients already receiving care at the Lee’s Hill facility. For these reasons,
DCOPN concludes that approval of the proposed project would result in timelier patient treatment.

COPN Request No. VA-8594: MediCorp Properties, Inc. (MPI)

The proposed project does not provide improvements or innovations in the financing and delivery
of health services as demonstrated by the introduction of new technology that promotes quality or
cost effectiveness. However, approval of the proposed project would provide for the potential for
provision of health care services on an outpatient basis.

8. In the case of a project proposed by or affecting a teaching hospital associated with a
public institution of higher education or a medical school in the area to be served, (i) the
unique research, training, and clinical mission of the teaching hospital or medical school
and (ii) any contribution the teaching hospital or medical school may provide in the
delivery, innovation, and improvement of health care services for citizens of the
Commonwealth, including indigent or underserved populations.

Neither applicant is a teaching hospital associated with a public institution of higher education or
a medical school in the area to be served. Accordingly, this standard is not applicable to either
proposed project.

DCOPN Staff Findings and Conclusions

COPN Request No. VA-8593: Medical Imaging of Fredericksburg, LLC (MIF)

MIF proposes to expand its existing MRI service by adding one additional MRI scanner. The
applicant cites an institutional need for the additional scanner, stating that its current machine
operates above maximum capacity. The projected capital costs of the proposed project total $3,052,
the entirety of which will be funded using the accumulated reserves of the applicant. Accordingly,
there are no financing costs associated with this project. DCOPN finds the total capital costs to be
reasonable and consistent with previously approved projects similar in clinical scope. Additionally,
the Pro Forma Income Statement provided by the applicant indicates that the proposed project would
contribute to the overall profitability of MIF’s MRI program both in the immediate and the long-
term.

In 2019, the sole MRI scanner at the Lee’s Hill facility operated at 135.3% utilization, far surpassing
the SMFP expansion threshold of 5,000 procedures per scanner per year. Accordingly, DCOPN
concludes that maintaining the status quo is not a viable option. DCOPN further concludes that no
available capacity exists within the Mary Washington Health System for transfer and that
accordingly, the applicant has adequately demonstrated a unique institutional need for the additional
MRI scanner. Should the Commissioner approve the proposed project, DCOPN notes that it would
be subject to the existing 2.4% system-wide charity care condition currently in place, reflected in
its letter dated March 17, 2010 and most recently cited in COPN No. VA-04698.

DCOPN concludes that the MIF project is generally consistent with the applicable criteria and
standards of the SMFP and the Eight Required Considerations of the Code of Virginia. Additionally,
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DCOPN notes that there is no known opposition to the proposed project and that approval is not
likely to have a significant negative impact on the utilization or staffing of existing PD 16 providers
of MRI services.

COPN Request No. VA-8594: MediCorp Properties, Inc. (MPI)

MPI proposes to establish a medical care facility for the provision of CT and MRI services, to be
collocated with a freestanding emergency department. The projected capital costs of the proposed
project total $4,499,805, the entirety of which will be funded using the accumulated reserves of the
applicant. Accordingly, there are no financing costs associated with this project. DCOPN finds the
total capital costs to be reasonable and consistent with previously approved projects similar in
clinical scope. Additionally, the Pro Forma Income Statement provided by the applicant indicates
that the proposed project would be financially viable, both in the immediate and in the long-term.

DCOPN reiterates its conclusion that the COPN for the CT and MRI units proposed for transfer
has expired, and thus, a COPN for new equipment, and not the transfer of existing equipment, is
actually required. DCOPN has calculated a net surplus of two CT scanners and four MRI
scanners in PD 16. Accordingly, it could be argued that excess CT and MRI capacity exists
within the planning district and there is no need for additional units. Furthermore, DCOPN again
notes that even if there were a need for additional CT and MRI units in PD 16, the proposed
project is likely to have a significant negative impact on the utilization of the not-yet-operational
Chancellor ER, a facility located less than one mile from the proposed project’s location.

Should the Commissioner approve the proposed project, DCOPN notes that it would be subject to
the existing 2.4% system-wide charity care condition currently in place, reflected in its letter
dated March 17, 2010 and most recently cited in COPN No. VA-04698.

DCOPN concludes that the MPI project is generally inconsistent with the applicable criteria and
standards of the SMFP and the Eight Required Considerations of the Code of Virginia. Additionally,
DCOPN notes that there is known opposition to the proposed project and that approval is likely to
have a significant negative impact on the utilization of the not-yet-operational Chancellor ER.

DCOPN Staff Recommendations

COPN Request No. VA-8593: Medical Imaging of Fredericksburg, LLC (MIF)
The Division of Certificate of Public Need recommends conditional approval of Medical Imaging
of Fredericksburg, LLC’s request to add one MRI scanner for the following reasons:

1. The proposed project is generally consistent with the applicable criteria and standards of the
State Medical Facilities Plan and the Eight Required Considerations of the Code of Virginia.

2. The capital costs are reasonable.

3. The proposed project appears economically viable both in the immediate and in the long-
term.
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4. No better alternative to the proposed project exists.

5. The applicant has adequately demonstrated a unique institutional need for the additional
MRI scanner.
6. There is no known opposition to the proposed project.

7. Approval of the proposed project is not likely to have a significant negative impact on the
staffing or utilization of existing PD 16 providers of MRI services.

DCOPN’s recommendation is contingent upon Medical Imaging of Fredericksburg, LLC’s
agreement to the following charity care condition:

This project shall be subject to the 2.4% system-wide charity care condition applicable to Mary
Washington Healthcare System, as reflected in Mary Washington Healthcare’s letter of March
17, 2010 (Mary Washington Healthcare system-wide condition). Provided, however, that charity
care provided under the Mary Washington Healthcare system-wide condition shall be valued
under the provider reimbursement methodology utilized by the Centers for Medicare and
Medicaid Services for reimbursement under Title XVI1I of the Social Security Act, 42 U.S.C. §
1395 et seq.

Mary Washington Hospital will accept a revised percentage based on the regional average after
such time regional charity care data valued under the provider reimbursement methodology
utilized by the Centers for Medicare and Medicaid Services for reimbursement under Title XVIII
of the Social Security Act, 42 U.S.C. 8 1395 et seq. is available from Virginia Health
Information. In addition to any right to petition the Commissioner contained in the Mary
Washington Healthcare system-wide condition, to the extent Mary Washington Healthcare
expects its system-wide condition as valued under the provider reimbursement methodology
utilized by the Centers for Medicare and Medicaid Services for reimbursement under Title XVIII
of the Social Security Act, 42 U.S.C. 8 1395 et seq. or any revised percentage to materially alter
the value of its charity care commitment thereunder, it may petition the Commissioner for a
modification of the Mary Washington Healthcare system-wide condition to resolve the expected
discrepancy.

COPN Request No. VA-8594: MediCorp Properties, Inc. (MPI)

The Division of Certificate of Public Need recommends denial of MediCorp Properties, Inc.’s
request to establish a medical care facility for the provision of CT and MRI services for the
following reasons:

1. The proposed project is generally inconsistent with the applicable criteria and standards of
the State Medical Facilities Plan and the Eight Required Considerations of the Code of
Virginia.

2. There is calculated surplus of both CT and MRI scanners in PD 16.

3. There is known opposition to the proposed project.
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4. Approval of the proposed project is likely to have a significant negative impact on the
utilization of existing PD 16 providers of CT and MRI services.



	RE: Certificate of Public Need (COPN)
	Request Numbers:
	VA-8593
	Medical Imaging of Fredericksburg, LLC
	DEPARTMENT OF HEALTH
	DEPARTMENT OF HEALTH
	Recommendation
	to the State Health Commissioner
	on Certificate of Public Need (COPN)
	Request Number:
	VA-8593

		2022-07-20T12:03:40-0700
	Digitally verifiable PDF exported from www.docusign.com




