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PART I - PROJECT IDENTIFICATION AND GENERAL INFORMATION 
 
1.   FACILITY 
 
 
Name of Facility: 

 
Greater Chesapeake Surgery Center  

 
Address: 
 
1212 York Road; Suite B101  

 
Timonium 

 
21093 

 
Baltimore   

Street City Zip County 
 
 
 
 
2.   Name of Owner   

If Owner is a Corporation, Partnership, or Limited Liability Company, attach a description of 
the ownership structure identifying all individuals that have or will have at least a 5% 
ownership share in the applicant and any related parent entities.  Attach a chart that 
completely delineates this ownership structure. 

 
 

 

 
MedStar Ambulatory Services, Inc. owns 51% interest in GCSC.  See also Attachment 1.  
 
 
 
3.   APPLICANT. If the application has a co-applicant, provide the following information in an 

attachment. 
 
Legal Name of Project Applicant (Licensee or Proposed Licensee):   
MedStar Ambulatory Services, Inc., on behalf of Greater Chesapeake Surgery Center, LLC. 
  
 
Address: 
 
5565 Sterrett Place; 5th Floor Columbia 21045 MD Howard 

Street City Zip State County 
 
Telephone: 

 
410-772-6696 

 

 
 
 
 
4.   NAME OF LICENSEE OR PROPOSED LICENSEE, if different from the applicant:  
 
Greater Chesapeake Surgery Center 
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5.   LEGAL STRUCTURE OF APPLICANT (and LICENSEE, if different from applicant).  
 

Check  or fill in applicable information below and attach an organizational chart 
showing the owners of applicant (and licensee, if different).   
 
A. Governmental   
B. Corporation   
 (1) Non-profit   
 (2) For-profit   
 (3) Close    State & Date of Incorporation 

       

C. Partnership   
 General   
 L
mite
    
 Limited Liability Partner
hip   
 Limited Liability Limited 

Partnership   

 Other (Specify):        
D. Limited Liabilit
 Company   
E. Other (Specify):        
    
 To be formed:   
 
xisting:   

 
RESPONSE:  MedStar Ambulatory Services, Inc. (MAS) is a Maryland not-for-profit corporation 
and a wholly-owned subsidiary of MedStar Health, Inc. (“MedStar Health”).  GCSC is a Maryland 
for-profit limited liability company.  
 
 
 
6.   PERSON(S) TO WHOM QUESTIONS REGARDING THIS APPLICATION SHOULD BE 

DIRECTED  
 
A.  Lead or primary contact:  
Name and Title:  Patricia Cameron, Senior Policy Analyst 

Company Name:   MedStar Health 

Mailing Address:   5565 Sterrett Place; 5th Floor; Columbia, MD 21045 

Telephone:    410-772-6689 

E-Mail Address:   patricia.cameron@medstar.net  

FAX:     n/a 

If company name is different than applicant briefly describe the relationship:  MAS is a 
wholly-owned subsidiary of MedStar Health.  

 

mailto:patricia.cameron@medstar.net
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B.  Additional or alternate contact: 
 
Name and Title:  Megha Kachalia, Assistant Vice President Physician and Ambulatory 

Planning 

Company Name:   MedStar Health 

Mailing Address:   5565 Sterrett Place; 5th Floor; Columbia, MD 21045 

Telephone:    410-772-6671 

E-Mail Address:    Megha.V.Kachalia@medstar.net  

FAX:     n/a 

If company name is different than applicant briefly describe the relationship:  MAS is a wholly-
owned subsidiary of MedStar Health.  
 
 
 
  

mailto:Megha.V.Kachalia@medstar.net
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7.   TYPE OF PROJECT  
 

The following list includes all project categories that require a CON pursuant to 
COMAR 10.24.01.02(A). Please mark all that apply in the list below. 

 
 If approved, this CON would result in (check as many as apply): 
 

(1) A new health care facility built, developed, or established   
(2) An existing health care facility moved to another site  
(3) A change in the bed capacity of a health care facility   
(4) A change in the type or scope of any health care service offered 

by a health care facility  
 

(5) A health care facility making a capital expenditure that exceeds the 
current threshold for capital expenditures found at: 
http://mhcc.maryland.gov/mhcc/pages/hcfs/hcfs_con/documents/con_capital_threshold_20140301.pdf 

 

 
  

http://mhcc.maryland.gov/mhcc/pages/hcfs/hcfs_con/documents/con_capital_threshold_20140301.pdf
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8.   PROJECT DESCRIPTION 
  

A. Executive Summary of the Project: The purpose of this BRIEF executive summary 
is to convey to the reader a holistic understanding of the proposed project: what it is, 
why you need to do it, and what it will cost. A one-page response will suffice. Please 
include: 

 
(1) Brief Description of the project – what the applicant proposes to do 
(2)   Rationale for the project – the need and/or business case for the 

proposed project 
(3) Cost – the total cost of implementing the proposed project 
 

 
This project involves expansion of the Greater Chesapeake Surgery Center (GCSC).  The 

GCSC is currently located on York Road in Lutherville, Baltimore County, with two operating 

rooms and one procedure room.  This surgery center has been in existence for over 20 years 

and is long overdue for modernization.  Pursuant to COMAR 10.24.01.03, we are in the 

process of relocating this surgical capacity to a newly created medical office building in 

Timonium.  The new address is 2118 Greenspring Drive Lutherville, 21092.  The plan also 

involves adding two additional operating rooms, which is the subject of this application.  in 

addition to modernizing the existing surgical capacity, this expansion will also allow MedStar 

Health to respond to the changing trends in the healthcare market to move procedures out 

from the hospital setting into the most appropriate outpatient setting in a cost effective manner 

by creating a lower cost alternative to hospital outpatient surgery.  The addition of two 

operating rooms to the relocated GCSC will cost approximately $1.9 million, which includes 

construction, equipment, permits, architects/engineering, contingency and other project related 

costs.   
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B. Comprehensive Project Description: The description should include details 
regarding: 

(1) Construction, renovation, and demolition plans 
(2) Changes in square footage of departments and units 
(3) Physical plant or location changes 
(4) Changes to affected services following completion of the project 
(5) Outline the project schedule. 

  
 

MedStar Health is developing an Orthopaedic Center at 2118 Greenspring Road in 

Timonium, Maryland.  The building is located near Interstate I-83 north of the Baltimore 

Beltway (I-695).  An opportunity to rent an entire building allows MedStar to develop a state-of-

the-art 49,500 square foot medical office building which will include a consolidated, 

comprehensive Orthopaedic practice, a new Spine/Joint Center, Imaging and Physical 

Medicine & Rehabilitation services.  The building will be renovated for MedStar with occupancy 

anticipated in August of 2017.  The facility will include the Greater Chesapeake Surgery 

Center, a two-operating room ambulatory surgery center to be relocated from its current 

location on York Road in Lutherville.  Pursuant to COMAR 10.24.01.03D, a certificate of need 

is not required to relocate this ambulatory surgery center.  Notice of the relocation has been 

filed with MHCC.   

The development of an Ambulatory Orthopaedic Center will allow MedStar to achieve the 

following goals: 

• To provide lower cost alternative to hospitals in Baltimore 

• To allow program consolidation and multi-disciplinary service line development 

• To advance comprehensive programmatic and functional integration of clinical services 

• To provide access and convenience to patients in a “one stop shopping” environment 

• To provide quality clinical services in the local North Baltimore community 

• To provide state of the art equipment and technology 

This project involves the addition of two operating rooms to the GCSC as follows:  

• The expanded GCSC will have four ORs and the ability to accommodate 23-hour stay; 

including 14 Pre-op and recovery bays;  

• A total 16,114 rentable/ 14,500 usable sq ft on third floor of the building; and 
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• Total capital cost is approximately $1.9 million for construction and equipment 

The new site will allow GCSC to modernize from a 20+ year old 6,121 square foot facility to 

a state-of-the-art ambulatory surgery center of approximately 14,500 square feet.  The existing 

Greater Chesapeake Surgery Center has outdated facilities including small operating rooms, 

inadequate space for equipment, staff and storage, inefficient workflow design and outdated 

design characteristics.  For example: 

• Electrical & mechanical room location will not allow necessary redesign/expansion 

of Sterile Core. 

• Facility size will not accommodate recent and projected case growth/physician 

utilization. 

• Current procedure room is too small and is no longer in use.  

• Facility accommodates only 2 pre-op beds and 3-4 post-op beds/chairs.  This 

prohibits physicians from performing a “full” case load simultaneously. 

• Insufficient space for instrument/equipment cleaning and processing. 

• Insufficient size to support consolidation, growth in population and movement of 

cases from the hospital inpatient and outpatient setting to the ambulatory setting.  

As demonstrated below, the additional cases for the two operating rooms will come from   

a) a shift of orthopedic cases from MedStar’s four Baltimore area hospitals, b) population 

growth, c) increasing use rates, and d) market shift as several new specialists come on board.   

The case for expansion at Timonium becomes even more compelling as MedStar Health 

responds to new challenges of population health and the new Medicare waiver.  The 

expansion at Timonium continues a shift to settings where health care can be provided in the 

most cost effective manner.  Providing the right care in the right place at the right cost allows 

patients the option to access services like radiology and ambulatory surgery in a convenient 

location under one roof without the additional overhead cost of the hospital-based services.  It 

further allows MedStar Health to continue to execute its ambulatory strategy of creating a 

distributed care delivery network of services to people in their community, where they live and 

work.  In addition, attention and focus on the quality of care provided and its safety will become 

drivers in the further development of this ambulatory center for MedStar. 
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Most of the cases to be done at the relocated and expanded ASC are currently done at 

Greater Chesapeake Surgery Center, MedStar Union Memorial Hospital, MedStar Good 

Samaritan Hospital, MedStar Harbor Hospital or MedStar Franklin Square Hospital.  The 

moderate decline in case load at these hospitals will allow much needed renovations.  

Because the relocation of GCSC will proceed without delay towards a projected opening 

date of August 2017, the renovations needed to accommodate the two additional operating 

rooms will require very little lead time.  The two additional operating rooms can be completed 

at the same time as the two existing operating rooms that are being relocated.  If necessary, 

we will shell space for the additional two operating rooms.  Once we obtain CON approval, the 

construction of the two new ORs is estimated can be completed in approximately 7 months. 
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9.   Current Capacity and Proposed Changes: 
  

 
 
Service 

 
Unit Description 

Currently 
Licensed/ 
Certified 

Units to be 
Added or 
Reduced 

Total Units if 
Project is 
Approved 

ICF-MR Beds ____/____   

ICF-C/D Beds ____/____   

Residential Treatment  Beds ____/____   

Ambulatory Surgery 
 

Operating Rooms 2 +2 4 

Procedure Rooms 1 -1 0 

Home Health Agency Counties ____/____   

Hospice Program Counties ____/____   

Other (Specify)     

TOTAL     
  
   
 
 
 
 
 
 
10.   Identify any community based services that are or will be offered at the facility and explain 

how each one will be affected by the project.  
 
 
 
 
Response:  no community based services will be offered by the proposed FASF. 
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11.   REQUIRED APPROVALS AND SITE CONTROL 
  
  A. Site size:  _2.45___ acres (refers to the entire site of the MOB) 

B. Have all necessary State and local land use and environmental approvals, 
including zoning and site plan, for the project as proposed been obtained? 
YES_X___ NO _____ (If NO, describe below the current status and timetable for 
receiving each of the necessary approvals.) 

 
N/A 

 
C. Form of Site Control (Respond to the one that applies. If more than one, 

explain.): 
  

(1) Owned by:   2118 Greenspring, LLC 
  
(2) Options to purchase held by:         
 Please provide a copy of the purchase option as an attachment. 

 
(3) Land Lease held by:       
 Please provide a copy of the land lease as an attachment. 

 
(4) Option to lease held by:       
 Please provide a copy of the option to lease as an attachment. 

 
(5) Other:       
 Explain and provide legal documents as an attachment. 
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12.   PROJECT SCHEDULE  
(INSTRUCTION: IN COMPLETING ITEM 12, PLEASE  CONSULT THE  PERFORMANCE 
REQUIREMENT TARGET DATES SET FORTH IN COMMISSION REGULATIONS, COMAR 
10.24.01.12) 
  
 For new construction or renovation projects. 
           Project Implementation Target Dates  
   A. Obligation of Capital Expenditure 2 months from approval date. 
  B. Beginning Construction 3 months from capital obligation (or equipment purchase 

order). 
  C. Pre-Licensure/First Use 12 months from capital obligation. 
  D. Full Utilization 12 months from first use. 
   
 For projects not involving construction or renovations. 
            Project Implementation Target Dates 
  
  A. Obligation or expenditure of 51% of Capital Expenditure ________ months from 

CON approval date. 
   B. Pre-Licensure/First Use __________________ months from capital obligation. 
   C. Full Utilization _________________________ months from first use. 
 
 For projects not involving capital expenditures.  
            Project Implementation Target Dates  
  
  A. Obligation or expenditure of 51% Project Budget ________ months from CON 

approval date. 
   B. Pre-Licensure/First Use __________________ months from CON approval. 
   C. Full Utilization _________________________ months from first use.  
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13.   PROJECT DRAWINGS 
  
  Projects involving new construction and/or renovations should include scalable schematic 

drawings of the facility at least a 1/16” scale. Drawings should be completely legible and 
include dates.  

 
 These drawings should include the following before (existing) and after (proposed), as 

applicable:  
 

A. Floor plans for each floor affected with all rooms labeled by purpose or function, 
number of beds, location of bath rooms, nursing stations, and any proposed space for 
future expansion to be constructed, but not finished at the completion of the project, 
labeled as “shell space”. 

  
B. For projects involving new construction and/or site work a Plot Plan, showing the 

"footprint" and location of the facility before and after the project. 
 

C. Specify dimensions and square footage of patient rooms.  
 

 
 
 

 
RESPONSE:  Please see Attachment 2.  Full schematic drawings will be submitted as 

soon as they are available.   
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14.   FEATURES OF PROJECT CONSTRUCTION 
  
 A. If the project involves new construction or renovation, complete Tables C and D of  

the Hospital CON Application Package  
   

 
See Attachment 3 for Tables C and D 

 
 
 B. Discuss the availability and adequacy of utilities (water, electricity, sewage, natural 

gas, etc.) for the proposed project and identify the provider of each utility.  Specify the 
steps that will be necessary to obtain utilities.  

 
 

Response:  Utilities available on site include water, electricity, sewer, and natural gas.  

Electricity (power) and natural gas service provider is BGE.  Water and sewer are 

Baltimore County utility services.  All utilities at the building are adequate to 

accommodate this project.  Utilities will be extended from the service entrances to the 

area of renovation. 
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PART II - PROJECT BUDGET 

 
Complete Table E of the Hospital CON Application Package  
 
Note: Applicant should include a list of all assumptions and specify what is included in each 
budget line, as well as the source of cost estimates and the manner in which all cost estimates 
are derived. Explain how the budgeted amount for contingencies was determined and why the 
amount budgeted is adequate for the project given the nature of the project and the current 
stage of design (i.e., schematic, working drawings, etc.). 
 
 
 
RESPONSE:  Please see Attachment 4 for Table E. 
 
 

Greater Chesapeake Surgery Center Expansion 

Statement of Assumptions 

• Capital Cost 

o Renovation building costs are based on a cost estimate of $250 per square foot 
for renovation costs and experience of MedStar on other ASC projects. 

o Permit costs of approximately $7,000 are included within the construction 
management fee and have been broken out for Table E. 

o Inflation costs were calculated using the MHCC methodology and index 
presented on its website at 
http://mhcc.maryland.gov/mhcc/pages/hcfs/hcfs_con/documents/con_cap_cost_i
ndex_3rd_qtr_2015.pdf 

o Equipment costs include movable equipment of $300,000, systems (such as call 
system, phones, etc.) of $20,000, operating room equipment of $608,500, pain 
case equipment of $196,500 and PACU equipment of $75,000 ( 6 bays at 
$12,500 each). 

• Source of Funds 

o Cash of $487,569 (25% of the total project budget) will be funded by MedStar 
Health. 

o Other (Loan from MedStar Health) of $1,462,706 (75% of the total project 
budget) will be funded by a loan from MedStar Health. The loan will be amortized 
over 11 years at interest rate of 3.5% payable in 132 equal monthly installments. 

 

http://mhcc.maryland.gov/mhcc/pages/hcfs/hcfs_con/documents/con_cap_cost_index_3rd_qtr_2015.pdf
http://mhcc.maryland.gov/mhcc/pages/hcfs/hcfs_con/documents/con_cap_cost_index_3rd_qtr_2015.pdf
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• Terms of the Lease 

o The lease is for 11 years.  Rent per square foot is $28, CAM, Tax & Insurance 
per square foot is $2.45, Utilities per square foot is $2.25 and Housekeeping per 
square foot is $4.60 (Administration $1.60, Janitorial $.20, Repairs/Maintenance 
$1.00, Property Management $.80 Engineering Payroll $1.00) 
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PART III - APPLICANT HISTORY, STATEMENT OF RESPONSIBILITY, AUTHORIZATION 
AND RELEASE OF INFORMATION, AND SIGNATURE 
  
 1. List names and addresses of all owners and individuals responsible for the proposed project 

and its implementation. 
 

RESPONSE:   
 
 2. Are the applicant, owners, or the responsible persons listed in response to Part 1, questions 

2, 3, 4, 7, and 9 above now involved, or have they ever been involved, in the ownership, 
development, or management of another health care facility?  If yes, provide a listing of 
these facilities, including facility name, address, and dates of involvement. 

 
RESPONSE:  MedStar Ambulatory Services is responsible for the development of the 
Brandywine ambulatory surgery center in Prince George’s County, Maryland.  It is not, nor 
has it ever been, involved in the ownership, development, or management of any other 
health care facilities in Maryland. 

 
3. Has the Maryland license or certification of the applicant facility, or any of the facilities listed 

in response to Question 2, above, been suspended or revoked, or been subject to any 
disciplinary action (such as a ban on admissions) in the last 5 years?  If yes, provide a 
written explanation of the circumstances, including the date(s) of the actions and the 
disposition. If the applicant, owners or individuals responsible for implementation of the 
Project were not involved with the facility at the time a suspension, revocation, or disciplinary 
action took place, indicate in the explanation. 

 
RESPONSE:  No. 

 
4. Other than the licensure or certification actions described in the response to Question 3, 

above, has any facility with which any applicant is involved, or has any facility with which 
any applicant has in the past been involved (listed in response to Question 2, above) 
received inquiries in last from 10 years from any federal or state authority, the Joint 
Commission, or other regulatory body regarding possible non-compliance with any state, 
federal, or Joint Commission requirements for the provision of, the quality of, or the payment 
for health care services that have resulted in actions leading to the possibility of penalties, 
admission bans, probationary status, or other sanctions at the applicant facility or at any 
facility listed in response to Question 2?  If yes, provide for each such instance, copies of 
any settlement reached, proposed findings or final findings of non-compliance and related 
documentation including reports of non-compliance, responses of the facility, and any final 
disposition or conclusions reached by the applicable authority. 

 
RESPONSE:  No. 

 
5. Have the applicant, owners or responsible individuals listed in response to Part 1, questions 

2, 3, 4, 7, and 9, above, ever pled guilty to or been convicted of a criminal offense in any 
way connected with the ownership, development or management of the applicant facility or 
any of the health care facilities listed in response to Question 2, above?  If yes, provide a 
written explanation of the circumstances, including as applicable the court, the date(s) of 
conviction(s), diversionary disposition(s) of any type, or guilty plea(s). 

 
RESPONSE:  No. 
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One or more persons shall be officially authorized in writing by the applicant to sign for and act 
for the applicant for the project which is the subject of this application.  Copies of this 
authorization shall be attached to the application.  The undersigned is the owner(s), or Board-
designated official of the proposed or existing facility. 
 
I hereby declare and affirm under the penalties of perjury that the facts stated in this application 
and its attachments are true and correct to the best of my knowledge, information and belief. 
 
 
 
 

             
Date  Signature of Owner or Board-designated Official 

  President, MedStar Ambulatory Services 
  Position/Title 

  Robert J. Gilbert 
  Printed Name 
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PART IV - CONSISTENCY WITH GENERAL REVIEW CRITERIA AT COMAR 
10.24.01.08G(3): 
 
INSTRUCTION: Each applicant must respond to all criteria included in COMAR 
0.24.01.08G(3), listed below.  
 
An application for a Certificate of Need shall be evaluated according to all relevant State 
Health Plan standards and other review criteria.  
 
If a particular standard or criteria is covered in the response to a previous standard or criteria, 
the applicant may cite the specific location of those discussions in order to avoid duplication. 
When doing so, the applicant should ensure that the previous material directly pertains to the 
requirement and to the directions included in this application form. Incomplete responses to any 
requirement will result in an information request from Commission Staff to ensure adequacy of 
the response, which will prolong the application’s review period.    
 
10.24.01.08G(3)(a). The State Health Plan. 
 
Every applicant must address each applicable standard in the chapter of the State Health Plan 
for Facilities and Services.  Commission staff can help guide applicants to the chapter(s) that 
applies to a particular proposal. 
  
Please provide a direct, concise response explaining the project's consistency with each 
standard. Some standards require specific documentation (e.g., policies, certifications) 
which should be included within the application as an exhibit.  
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10.24.11.05  SURGERY Standards  
 
A.  General Standards. 
 
The following general standards encompass Commission expectations for the delivery of 
surgical services by all health care facilities in Maryland, as defined in Health General §19-114 
(d).  Each applicant that seeks a Certificate of Need for a project or an exemption from 
Certificate of Need review for a project covered by this Chapter shall address and document its 
compliance with each of the following general standards as part of its application.  
 
1. Information Regarding Charges.   
 
Information regarding charges for surgical services shall be available to the public.  A hospital or 
an ambulatory surgical facility shall provide to the public, upon inquiry or as required by 
applicable regulations or law, information concerning charges for the full range of surgical 
services provided. 
 
 
 
RESPONSE:  The Greater Chesapeake Surgery Center will make information regarding 

charges for the full range of surgical services provided readily available to the public, upon 

inquiry, or as required by applicable regulations or laws.  It should be noted that Medicare and 

Medicaid fees are fixed based on internal policies, and insurance companies fees are based on 

their policies or on individual contracts with the ASC.  Co-pays and deductibles will vary by 

payer and by specific insurance plan.  The ASC staff will work closely with patients to provide 

information on charges, and to determine their co-pays.     
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2a. Charity Care Policy. 
 
a) Each hospital and ambulatory surgical facility shall have a written policy for the provision of 
charity care that ensures access to services regardless of an individual's ability to pay and shall 
provide ambulatory surgical services on a charitable basis to qualified indigent persons 
consistent with this policy.  The policy shall have the following provisions: 
 

(i)  Determination of Eligibility for Charity Care.  Within two business days 
following a patient's request for charity care services, application for medical assistance, 
or both, the facility shall make a determination of probable eligibility.   
 
(ii) Notice of Charity Care Policy.  Public notice and information regarding the facility’s 
charity care policy shall be disseminated, on an annual basis, through methods designed 
to best reach the facility’s service area population and in a format understandable by the 
service area population.  Notices regarding the surgical facility’s charity care policy shall 
be posted in the registration area and business office of the facility. Prior to a patient’s 
arrival for surgery, facilities should address any financial concerns of patients, and 
individual notice regarding the facility’s charity care policy shall be provided. 
 
(iii) Criteria for Eligibility.  Hospitals shall comply with applicable State statutes and 
HSCRC regulations regarding financial assistance policies and charity care eligibility.  
ASFs, at a minimum, must include the following eligibility criteria in charity care 
policies.  Persons with family income below 100 percent of the current federal poverty 
guideline who have no health insurance coverage and are not eligible for any public 
program providing coverage for medical expenses shall be eligible for services  free of 
charge.  At a minimum, persons with family income above 100 percent of the federal 
poverty guideline but below 200 percent of the federal poverty guideline shall be eligible 
for services at a discounted charge, based on a sliding scale of discounts for family 
income bands.   A health maintenance organization, acting as both the insurer and 
provider of health care services for members, shall have a financial assistance policy for 
its members that is consistent with the minimum eligibility criteria for charity care 
required of ASFs described in these regulations. 

 
 
 
RESPONSE:  
 
Please see Attachment 5 for the financial assistance policy.     
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2b. Charity Care Policy. 
 
(b) A hospital with a level of charity care, defined as the percentage of total operating 
expenses that falls within the bottom quartile of all hospitals, as reported in the most recent 
Health Service Cost Review Commission Community Benefit Report, shall demonstrate that its 
level of charity care is appropriate to the needs of its service area population.  
 
 
 
RESPONSE:  
 
Not applicable.  
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2c. Charity Care Policy. 
 
(c) A proposal to establish or expand an ASF for which third party reimbursement is 
available, shall commit to provide charitable surgical services to indigent patients that are 
equivalent to at least the average amount of charity care provided by ASFs in the most recent 
year reported, measured as a percentage of total operating expenses.  The applicant shall 
demonstrate that:  
 

(i) Its track record in the provision of charitable health care facility services supports 
the credibility of its commitment; and 
 
(ii) It has a specific plan for achieving the level of charitable care provision to which 
it is committed. 
 
(iii)  If an existing ASF has not met the expected level of charity care for the two most 
recent years reported to MHCC, the applicant shall demonstrate that the historic level of 
charity care was appropriate to the needs of the service area population. 

 
 
 
RESPONSE:  

Data available from MHCC shows the current average charity care provided by ASFs is 0.46%.   

Although GCSC did not record the provision of charity care in CY 13 or CY 14, MedStar’s policy 

that no patient is denied service based on ability to pay applies to this facility since MedStar 

became a majority owner in January 2015.  If any patient presenting to GCSC requests financial 

assistance, the center staff works with that patient to find the most appropriate solution.  Had 

financial assistance been required with no other solution, it would have been provided.  The 

staff at GCSC in it new and expanded location will work with anyone that requests financial 

assistance to consider alternatives for the patient, such as eligibility for other coverage.  This 

commitment is not limited to just the state average of 0.46%, but applies to anyone requesting 

financial assistance.    
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2. Charity Care Policy. 
 
 (d) A health maintenance organization, acting as both the insurer and provider of health care 
services for members, if applying for a Certificate of Need for a surgical facility project, shall 
commit to provide charitable services to indigent patients. Charitable services may be surgical or 
non-surgical and may include charitable programs that subsidize health plan coverage.  At a 
minimum, the amount of charitable services provided as a percentage of total operating expenses 
for the health maintenance organization will be equivalent to the average amount of charity care 
provided statewide by ASFs, measured as a percentage of total ASF expenses, in the most recent 
year reported.  The applicant shall demonstrate that: 
 

(i) Its track record in the provision of charitable health care facility services supports 
the credibility of its commitment; and  
 
(ii) It has a specific plan for achieving the level of charitable care provision to which 
it is committed. 
 
(iii)  If the health maintenance organization’s track record is not consistent with the 
expected level for the population in the proposed service area, the applicant shall 
demonstrate that the historic level of charity care was appropriate to the needs of the 
population in the proposed service area. 

 
 
 
RESPONSE:  

Not applicable.   
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3.  Quality of Care.   
 
A facility providing surgical services shall provide high quality care.   
 

(a) An existing hospital or ambulatory surgical facility shall document that it is 
licensed, in good standing, by the Maryland Department of Health and Mental Hygiene. 
 
(b) A hospital shall document that it is accredited by the Joint Commission. 
 
(c) An existing ambulatory surgical facility shall document that it is: 

 
(i)  In compliance with the conditions of participation of the Medicare and 
Medicaid programs; and 
 
(ii) Accredited by the Joint Commission, the Accreditation Association for 
Ambulatory Health Care, the American Association for Accreditation of 
Ambulatory Surgery Facilities, or another accreditation agency recognized by the 
Centers for Medicare and Medicaid as acceptable for obtaining Medicare 
certification. 

 
 (d)  A person proposing the development of an ambulatory surgical facility shall 
demonstrate that the proposed facility will:  
 

(i) Meet or exceed the minimum requirements for licensure in Maryland in the areas of 
administration, personnel, surgical services provision, anesthesia services provision, 
emergency services, hospitalization, pharmaceutical services, laboratory and radiologic 
services, medical records, and physical environment.   
 
(ii)  Obtain accreditation by the Joint Commission, the Accreditation Association for 
Ambulatory Health Care, or the American Association for Accreditation of Ambulatory 
Surgery Facilities within two years of initiating service at the facility or voluntarily 
suspend operation of the facility.    

 
 
 
RESPONSE:  

Quality will be a cornerstone of MedStar health facility at Timonium.  The MedStar Quality, 

Safety, and Patient Affairs Committee, a subcommittee of the MedStar Board, will have ultimate 

oversight of quality efforts at the Timonium site.  The Quality Director, working with each area of 

service provision at the site, will manage the tracking of quality metrics and improvement efforts.  

This individual will report to the MedStar Ambulatory Services Medical Director, who will report 

results to the MedStar Quality, Safety, and Patient Affairs Committee, as well as to the entities 

that provide physicians for the site.  The MedStar Quality and Safety Department will provide 
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support via the Director of Quality and Assistant Vice President.  They will seek the 

accreditation of the surgery center with AAAHC.  The Quality and Safety Department is also 

managing an ongoing effort to standardize clinical policies and procedures across the 

consolidated sites in order to ensure consistent care. 

Clinical Quality Excellence is one of the core values of the MedStar Health system.  Oversight of 

the proposed facility will benefit from a multi-layered system focused on clinical care excellence.  

A Physician Leadership Council provides system-wide oversight, support and advocacy for the 

clinical services provided by physicians in hospital and non-hospital settings throughout 

MedStar Health, and coordinates engagement of physicians in MedStar’s quality and safety 

initiatives.  There is also a Chief Nursing Officer Council, which provides the same support for 

nursing.  In 2013, the two councils began meeting quarterly as a joint Chief Nursing 

Officer/Chief Medical Officer (CNO/CMO) Council.  The Council oversees the following system-

based committees: 

• Clinical Informatics Council (formerly known as the Clinical Governance 

Executive Committee) 

• Transitions of Care Committee  

• Healthcare Epidemiology and Infection Control (HEIC) Task Force 

• Council for Ideal Obstetrical Care (CIOC) 

• 30-Day Readmissions Committee 

• Palliative Care Committee 

• Quality & Safety Committees 

 

Continuity and standardization, hallmarks of quality, are addressed with systems in place for 

Quality and Patient Safety, Performance Improvement and Risk Management.  At the system 

level, The MedStar Vice President of Quality and Safety oversees the MedStar Clinical Care 

Quality and Safety department, responsible for embedding a culture of safety and clinical quality 

excellence throughout the system.  In 2015, MedStar Health launched the MedStar Institute for 

Quality and Safety which is now nationally recognized in the areas of quality and safety 

education, transparency and patient/family partnerships.  The Institute also benefits each entity 

through relevant data reports and standardization of practice related to the latest evidence on 

cost effective practices.  The system-wide leadership structure supports individual entities by: 

• Enabling early identification and communication of real and potential safety 
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concerns across the system 

• Implementing system enhancements to drive standardization, evidence-

based practice, performance, and outcomes  

• Offering supportive consultation and coaching 

• Ensuring provider accountability.  

 

Quality and Safety efforts include:   

• Participation in the University HealthSystem Consortium (UHC) database, 

which provides a variety of performance improvement services to over 400 

hospitals (includes academic and now their non-academic partners) across 

the nation, being launched system-wide.  This will standardize clinical quality 

& performance data collection and reporting, provide robust data reports, and 

“innovative solutions” from other UHC members, and in time, will provide 

physicians the opportunity to better examine their own practice patterns and 

benchmarks  

• a system-wide High Reliability Organization (HRO) effort, that included high 

reliability training for all 27,000 MedStar leaders and associates. MedStar has 

incorporated many of the proven risk-reduction strategies and tools across 

the system including Safety Moments, Safety/Quality Huddles, Leadership 

Quality/Safety Walk Rounds, SBAR, and STAR principles to name a few of 

the many tools being used.  

• the MedStar Health Patient and Family Advisory Councils for Quality and 

Safety (PFACQS) brings the patient’s voice into MedStar’s quality and safety 

planning and projects, in ways that directly improve quality and safety 

throughout the MedStar community.  The PFACQS councils include one 

system level council, 10 hospital based councils and an ambulatory care 

council. System council membership includes ten nationally recognized 

leaders in the quality and safety arena. 

• a Patient Safety Event (PSE) Management System across all entities, which 

allows associates to report real or potential safety issues, including patient 

harm, near misses and unsafe conditions.  Over the last two years, close to 

80,000 occurrence reports have been submitted allowing MedStar to identify 

and focus our attention and resources on at risk areas making our care safer 

and higher quality.  
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Other system benefits 

The Georgetown University School of Medicine is the principal academic partner of MedStar.  

Most of the hospitals in the MedStar system are teaching hospitals.  Each sponsors its own 

graduate medical education programs and all are fully accredited by the Accreditation Council 

for Graduate Medical Education (ACGME).  In aggregate, the System enrolls just over 1,100 

residents and fellows in 75 academic programs of graduate medical education.  These 

programs include virtually all adult specialty training and some pediatric programs; 

approximately 48 percent of the enrolled residents are in primary care training programs.   

MedStar Health Research Institute is the research arm for MedStar, providing scientific, 

administrative, and regulatory support for research programs that complement the key clinical 

services and teaching programs in all hospitals in the System.  MedStar Health Research 

Institute supports clinical research performed by private attending medical staff, hospital-

employed medical staff and by full-time research investigators.  MedStar Health Research 

Institute and its investigators participate in a wide range of research aimed at advancing health 

and the quality of delivered care by linking to the major clinical service lines including 

cardiovascular, diabetes, lipid disorders, orthopedics, cardiac surgery, rehabilitation, renal 

diseases, anesthesiology, gerontology and women’s health and safety.  There is also active 

investigation in diabetes, gerontology and women's health. 

The changing healthcare environment highlights the importance of innovation and research as 

elements for success.  For example, the MedStar Institute for Innovation’s mission is to 

catalyze, support and create innovation that advances health.  The MedStar Health Research 

Institute and MedStar’s partnership with Georgetown University, are important drivers of 

success.  The MedStar Innovation Institute’s role is to foster innovation throughout the MedStar 

system by offering innovation services that include intellectual property and technology transfer 

expertise; either in partnership with MedStar associates or with external strategic partners.  An 

Innovation Alliance has been created with the Cleveland Clinic with the first initiative focused on 

the creation of a comprehensive technology and commercialization infrastructure.  MedStar’s 

National Center for Human Factors Engineering, the first of its kind research and applied 

sciences center, is applying safety science methods to the healthcare environment. 

MedStar is implementing an electronic medical record system that will be a feature of the 

proposed facility.  The EMR promotes communication between all providers within the MedStar 
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system centered on each patient, so that all providers are aware, upon viewing the medical 

record, all aspects of that patient’s care within the system.  This system will improve patient care 

at all MedStar facilities.  

Specific Responses  

(a)(c)(i-ii)   Greater Chesapeake Surgery Center is currently certificated and in good standing 

with the Maryland Department of Health and Mental Hygiene (MDHMH), American Association 

for Accreditation of Ambulatory Surgery Facilities (AAAASF) and licensed with Centers for 

Medicare and Medicaid (CMS).  See Attachment 6 . 

Greater Chesapeake Surgery Center (GCSC) currently has ready access to extended support 

services via MedStar Union Memorial Hospital for both laboratory and full radiological services.  

Contract service agreements are in place for on-site anesthesia services and pharmacy 

management oversight.  Emergency transfer agreements are valid with two neighboring acute 

care hospitals (MedStar Union Memorial Hospital and University of Maryland St. Joseph’s 

Hospital), both within 12 miles of GCSC and the new location in Timonium.  All participating 

physicians are credentialed, approved by both the Medical Executive Committee and Board of 

Governors and meet the required standards of AAAASF and CMS.  Extensive facility operating 

policies and Quality Process Improvement (QPI) activities are documented and utilized as daily 

guidance for maintaining environment of care, safety and well-being of patients, staff and 

medical providers.  The facility building will be constructed utilizing all applicable/ required FGI 

standards/guidelines.   See Attachment 6. 

(d)(i-ii)  It is the intention of MedStar Health to continue to operate the relocated ASC in 

accordance with the standards and policy as noted above.  Upon relocation of the facility and 

completion of construction, it is the intention of MedStar Health to submit for certification from 

MDHMH and seek licensure with the Centers for Medicare and Medicaid.  At this time, the 

facility will apply for its accreditation survey with American Association of Ambulatory Health 

Care (AAAHC).  All policies will be reviewed and appropriately modified to meet any unique 

operating needs and/or physical plant nuances of the new ASC facility. 
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4.  Transfer Agreements. 
 

(a) Each ASF and hospital shall have written transfer and referral agreements with 
hospitals capable of managing cases that exceed the capabilities of the ASF or hospital. 
 
(b) Written transfer agreements between hospitals shall comply with the  Department of 
Health and Mental Hygiene regulations implementing the requirements of Health-
General Article §19-308.2. 
 
(c) Each ASF shall have procedures for emergency transfer to a hospital that meet or 
exceed the minimum requirements in COMAR 10.05.05.09. 

 
 
 
RESPONSE:  

Formal transfer agreements are in place with University of Maryland St. Joseph Hospital, as the 

proximal acute care hospital for all emergency patient transfers, as well as MedStar Union 

Memorial Hospital.  These hospitals are located within 5 and 13 miles respectively, for emergent 

and non-emergent patient transfers.   See Attachment 7 

 

GCSC’s current operating policy for Hospital Transfer shall be updated as appropriate to meet 

COMAR and AAAHC requirements.  The new facility location, 2118 Greenspring Drive, 

Timonium, is within 6 and 12 miles respectively of both hospitals listed above.  See Attachment 

8.  
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B.  Project Review Standards.   
 
The standards in this section govern reviews of Certificate of Need applications and requests for 
exemption from Certificate of Need review involving surgical facilities and services.  An 
applicant for a Certificate of Need or an exemption from Certificate of Need shall demonstrate 
consistency with all applicable review standards.  
 
1.  Service Area.   
 
An applicant proposing to establish a new hospital providing surgical services or a new 
ambulatory surgical facility shall identify its projected service area.  An applicant proposing to 
expand the number of operating rooms at an existing hospital or ambulatory surgical facility 
shall document its existing service area, based on the origin of patients served.  
 
 
 

RESPONSE:  

MedStar Health has one freestanding surgery center in the Central Maryland region, the Greater 

Chesapeake Surgery Center (GCSC) located in Lutherville.  The service area for the current 

GCSC is depicted in the map below using the State Health Plan standard definition of primary 

and secondary service areas at 60% and 85% patient origin respectively.  See Attachment 9 for 

a list of patients by zip code. 
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Greater Chesapeake Surgery Center  
Primary and Secondary Service Areas, FY 2015 

 

Notes:  Primary service area includes zip codes from which 60% of patients originate; secondary service 
area includes the next 25% of patients 

Source: Greater Chesapeake Surgery Center, FY 2015 data  

 

Since the relocated surgery center will be located less than four miles away in Timonium, the 

service area is projected to remain consistent.  Any projected growth plans are focused on the 

geography surrounding the new ASC within a 30-minute drive time.  This is a typical benchmark 
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for consumers’ willingness to travel for ambulatory surgery and includes the MedStar 

Orthopaedic practices from which ambulatory surgery volumes would be generated.   

 

Map of Greater Chesapeake Surgery Center Primary and Secondary Service 
Areas with 30-Minute Drive Time Indicated 

 

Notes:  Primary service area includes zip codes from which 60% of patients originate; secondary service 
area includes the next 25% of patients 

Source: Greater Chesapeake Surgery Center, FY 2015 data  
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2.  Need - Minimum Utilization for Establishment of a New or Replacement Facility.   
 
An applicant proposing to establish or replace a hospital or ambulatory surgical facility shall 
demonstrate the need for the number of operating rooms proposed for the facility.  This need 
demonstration shall utilize the operating room capacity assumptions and other guidance included 
in Regulation .06 of this Chapter.  This needs assessment shall demonstrate that each proposed 
operating room is likely to be utilized at optimal capacity or higher levels within three years of 
the initiation of surgical services at the proposed facility.  
 

(a) An applicant proposing the establishment or replacement of a hospital shall 
submit a needs assessment that includes the following:  

 
(i)  Historic trends in the use of surgical facilities for inpatient and outpatient 
surgical procedures by the new or replacement hospital’s likely service area 
population; 
 
 (ii)  The operating room time required for surgical cases projected at the 
proposed new or replacement hospital by surgical specialty or operating room 
category; and  
 
(iii)  In the case of a replacement hospital project involving relocation to a new 
site, an analysis of how surgical case volume is likely to change as a result of 
changes in the surgical practitioners using the hospital. 

 
(b) An applicant proposing the establishment of a new ambulatory surgical facility 
shall submit a needs assessment that includes the following: 

 
(i)  Historic trends in the use of surgical facilities for outpatient surgical  
procedures by the proposed facility’s likely service area population; 
 
(ii) The operating room time required for surgical cases projected at the proposed 
facility by surgical specialty or, if approved by Commission staff, another set of 
categories; and  
 
(iii)  Documentation of the current surgical caseload of each physician likely to 
perform surgery at the proposed facility.    

 
 
 
RESPONSE:  

Not applicable, as this project involves the expansion of an existing facility.  See Review 

Standard 3 below.  
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3.  Need - Minimum Utilization for Expansion of An Existing Facility.   
 
An applicant proposing to expand the number of operating rooms at an existing hospital or 
ambulatory surgical facility shall:  
 

(a)  Demonstrate the need for each proposed additional operating room, utilizing the 
operating room capacity assumptions and other guidance included at Regulation .06 of 
this Chapter;   
 
(b)  Demonstrate that  its existing operating rooms were utilized at optimal capacity in 
the most recent 12-month period for which data has been reported to the Health Services 
Cost Review Commission or to the Maryland Health Care Commission; and  
 
(c)  Provide a needs assessment demonstrating that each proposed operating room is 
likely to be utilized at optimal capacity or higher levels within three years of the 
completion of the additional operating room capacity.  The needs assessment shall 
include the following:  

 
(i) Historic trends in the use of surgical facilities at the existing facility;  
 
(ii) Operating room time required for surgical cases historically provided at 
the facility by surgical specialty or operating room category; and 
 
(iii) Projected cases to be performed in each proposed additional  
operating room.  

 
 
 
RESPONSE:  

MedStar Health’s strategic and organizational responses to the changing health care 

environment requires consolidation of physician offices in convenient locations as well as 

movement of ambulatory surgical cases from hospital settings to less costly alternatives.  The 

existing ambulatory surgery center at GCSC cannot accommodate this planned growth.  In fact, 

GCSC cannot operate at optimal capacity now.  Ambulatory orthopedic cases increasingly 

require large operating rooms.  The outdated facilities at the existing GCSC, such as the 

location of the electrical and mechanical room, prohibits any necessary redesign or expansion 

of the sterile core that would allow for operation at optimal capacity.  Other issues prohibiting 

optimal use of the current GCSC include: 

• Operating rooms in the current facility are of inadequate size and number to support 

anticipated growth in procedures such as joint replacement and spine cases. 
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• The procedure room is small and outdated and does not accommodate current 

technology. 

• The facility accommodates only two pre-op beds and three-four post-op beds/chairs.  

This is inefficient as it prohibits more than one physician from performing a “full” case 

load simultaneously. 

• The space for instrument and equipment cleaning and processing is insufficient to 

handle additional caseload. 

• The location cannot accommodate the larger scale facility with physician’s offices. 

 

The expanded GCSC will serve the population of the Central Maryland region as shown in the 

patient origin of the existing ASC in Attachment 10.  The demographics of this population are 

described in Attachment 11.  Sg2 projections of orthopaedic growth in Central Maryland is 

12.5% by 2020.  Additional volume is assumed to come from a shift of 35% of outpatient 

orthopaedic cases currently performed on the MedStar Baltimore hospital campuses to the new 

ASC.  This number is based on patient origin and drive time of 30 minutes to the new ASC.  See 

also Attachment 12.  The forecasted growth factor of 12.5% was also applied to this patient 

population. 

In order to determine the optimal number of operating rooms needed to support expected 

growth, the following information was used: 

• Total number of cases per year 
• The average number of minutes per case including turnover based on current GCSC 

experience; and 
• MHCC’s OR utilization standard. 

 

In FY 2020, Year 3 of implementation of the project, 3.8 ORs will be needed as shown below: 

 FY 2018 FY 2019 FY 2020 

Cases 3,334 3,846 4,160 

Total Minutes (including turnover) 300,051 346,160 374,426 

Minutes per Case (including turnover)  90 90 90 

Capacity per OR  97,920 97,920 97,920 

OR Need 3.1 3.5 3.8 
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The number of cases was derived through detailed analysis by MedStar Health leadership in 

consultation with physicians who currently practice at the GCSC and physicians who intend to 

move their cases to the new ASC.  Letters of support from some of these physicians are 

included as Attachment 13.  The following methodology supports the number of cases expected 

to be performed in the new ASC by 2020: 

• Baseline volume for FY 2016 was used as the starting point for the analysis. 

• Several volume growth assumptions were then layered on to the baseline volume including: 

o A forecasted 12.5% population-based volume growth by FY 2020 (2.4% annually) for 

orthopaedic surgery in central Maryland with additional impact factors taken into 

consideration.  This methodology is a proprietary calculation by research company 

Sg2 and includes factors such as: 

 Population (e.g., population growth/decline and aging) 

 Epidemiology (e.g., changes in disease rates and impact of prevention 

measures) 

 Economics (e.g., unemployment rates) 

 Payment and policy (e.g., coverage expansion, cost sharing) 

 Innovation and Technology (e.g., new technology, shift in care delivery sites) 

 Systems of CARE (e.g., coordination and integration across sites of care) 

 Potentially Avoidable Admissions (e.g., volumes expected to shift to 

ambulatory settings) 

o An estimated 374 joint replacement and/or spine surgery cases are expected to shift 

from inpatient to outpatient over the next five years. This assumption is included in 

the market growth factor above.  This shift may accelerate based on physician 

practice patterns and payor expectations. 

o Additional volume is assumed to come from a shift of 35% of outpatient orthopaedic 

cases currently performed on the MedStar Baltimore hospital campuses to the new 

ASC.  This number is based on patient origin and drive time of 30 minutes to the new 

ASC.  The forecasted growth factor of 12.5% was also applied to this patient 

population.  See Attachment 12 for a drive time map and patient counts by hospital. 

o The remaining volume growth is projected to come from MedStar regional growth 

strategies including: 

 Enhanced integration of orthopaedics across the MedStar system; 
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 Increased enrollment in MedStar insurance products including MedStar 

Family Choice and MedStar Medicare Advantage; 

 Reduced rates of MedStar employed primary care physicians referring 

patients outside of the MedStar system; 

 Improved relationships between MedStar orthopaedic specialists and private 

referring physicians; 

 Increased productivity of MedStar orthopaedic and spine surgeons based on 

consolidated office locations and less travel between the office, ASC and 

hospital; and 

 Recruitment of new orthopaedic, pain management and spine surgeons to 

MedStar.  

The following table details the projected volume methodology: 
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FY 2016 2.4% 2.4% 2.4% 2.4%
Outlook FY 17 FY 18 FY 19 FY 20

Total pain cases 441 452 462 474 485

Total sports cases 741 759 777 796 815

Total shoulder cases 199 204 209 214 219

Total foot/ankle cases 368 377 386 395 405

Total Cases 1,749 1,791 1,834 1,878 1,923

Total cases 0 718 1,426 1,457 1,490

Joints
Total cases 0 0 51 77 102

Spine
Total cases 0 0 23 34 45

Total Cases 718 1,500 1,568 1,637

Total Cases 0 0 0 0 574

Grand Total
Cases 1,749 2,509 3,334 3,446 4,134

Forecasted Volume Growth per Sg2 Impact of 
Change
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4.  Design Requirements.  
 
Floor plans submitted by an applicant must be consistent with the current FGI Guidelines. 
 

(a)  A hospital shall meet the requirements in Section 2.2 of the FGI Guidelines.  
 
(b)  An ASF shall meet the requirements in Section 3.7 of the FGI Guidelines. 
 
(c)  Design features of a hospital or ASF that are at variance with the current FGI 
Guidelines shall be justified.  The Commission may consider the opinion of staff at the 
Facility Guidelines Institute, which publishes the FGI Guidelines, to help determine 
whether the proposed variance is acceptable.   

 
 
 
RESPONSE:  

This project will be designed in accordance with section 3.7 of the 2006 FGI Guidelines for 

Outpatient Surgical Facilities and will meet the current Guidelines. 

The proposed design for the new ambulatory surgery center at Timonium will employ the latest 

programming, planning and design elements to maximize adaptability, efficiency, patient safety 

and convenience, including: 

• appropriately sized ORs that can accommodate a wide range of surgical cases, 

providing necessary space for instrumentation, equipment and maintaining the 

integrity of sterile fields 

• properly zoned facilities that provide necessary dirty to clean to sterile movement for 

staff, instrument and supplies. 

• adequately sized equipment storage areas, located to provide quick access to 

operatories and eliminating cluttering of hallways 

• state-of-the-art mechanical and electrical systems, meeting all current guidelines for 

air exchanges, temperature and humidity control and emergency power capacity 

• private pre and post-operative patient care stations that allow good separation 

between patient, staff and family areas 

• Adequately sized staff areas, both in patient stations and in centralized stations with 

easy visibility to patient care stations to provide privacy.  
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5.  Support Services.   
 
Each applicant shall agree to provide as needed, either directly or through contractual 
agreements, laboratory, radiology, and pathology services. 
 
 
 
RESPONSE:  

Support services, offering comprehensive radiology, pathology and laboratory services, are 

currently available to GCSC via MedStar Union Memorial Hospital.  All support services 

available at MUMH will likewise be available to augment patient care in the relocated ASC 

facility.  Additionally, limited radiology and physical therapy services (per Health) will be 

available in MedStar’s medical office building housing the new ASC.   
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6.  Patient Safety.   
 
The design of surgical facilities or changes to existing surgical facilities shall include features 
that enhance and improve patient safety.  An applicant shall:  
 

(a)  Document the manner in which the planning of the project took patient safety into 
account; and  
 
(b)  Provide an analysis of patient safety features included in the design of proposed 
new, replacement, or renovated surgical facilities; 

 
 
 
RESPONSE:    

(a)  Document the manner in which the planning of the project took patient safety into 

account; and  

Certification and licensure – Patient safety is a hallmark of this project by replacing old, outdated 

operating rooms, and replacing them with an expanded state-of-the-art facility.  (See also 

discussion at Review Standard B(3)).  The surgery center will be Medicare certified and 

accredited by the American Association of Ambulatory Health Care (AAAHC).  In addition, the 

proposed design for the new ambulatory surgery center at Timonium will employ the latest 

programming, planning and design elements to maximize adaptability, efficiency, patient safety 

and convenience, including: 

• appropriately sized ORs that can accommodate a wide range of surgical cases, 

providing necessary space for instrumentation, equipment and maintaining the integrity 

of sterile fields 

• properly zoned facilities that provide necessary dirty to clean to sterile movement for 

staff, instrument and supplies 

• adequately sized equipment storage areas, located to provide quick access to 

operatories and eliminating cluttering of hallways 

• state-of-the-art mechanical and electrical systems, meeting all current guidelines for air 

exchanges, temperature and humidity control and emergency power capacity 

• private pre and post-operative patient care stations that allow good separation between 



Page 44 of 72 
 

patient, staff and family areas 

• Adequately sized staff areas, both in patient stations and in centralized stations with 

easy visibility to patient care stations to provide privacy. 

 

(b)  Provide an analysis of patient safety features included in the design of proposed 

new, replacement, or renovated surgical facilities; 

Patient Safety – The new modern state of the art surgical center will be designed to the current 

codes and designed for best practices and will incorporate the latest technology and equipment 

for better outcomes.  These improvements include larger square footage to accommodate new 

larger and more equipment that is needed for different procedures, additional power for new 

equipment, improved lighting, and improved environmental controls for both temperature and 

humidity.  The facility is designed to incorporate Best Practice and progressive surgical planning 

strategies, including a variety of private and semi-private pre and post-operative patient care 

stations, responding to the specific needs of patients.  Staff, support and sterilization functions 

are zoned to provide segregated access for patient, supplies and staff, creating efficient “dirty to 

clean” and “unrestricted to restricted” access and circulation.   
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7.  Construction Costs.   
 
The cost of constructing surgical facilities shall be reasonable and consistent with current 
industry cost experience.   
 

(a) Hospital projects. 
 

(i) The projected cost per square foot of a hospital construction or renovation 
project that includes surgical facilities shall be compared to the benchmark cost of 
good quality Class A hospital construction given in the Marshall Valuation 
Service® guide, updated using Marshall Valuation Service® update multipliers, 
and adjusted as shown in the Marshall Valuation Service® guide as necessary for 
site terrain, number of building levels, geographic locality, and other listed 
factors.   

 
 (ii) If the projected cost per square foot exceeds the Marshall Valuation 
Service® benchmark cost, any rate increase proposed by the hospital related to the capital 
cost of the project shall not include:  

 
 1.  The amount of the projected construction cost and associated 
capitalized construction cost that exceeds the Marshall Valuation Service® 
benchmark; and  
 
 2.  Those portions of the contingency allowance, inflation allowance, and 
capitalized construction interest expenditure that are based on the excess 
construction cost.  
 

(b) Ambulatory Surgical Facilities. 
 

 (i)  The projected cost per square foot of an ambulatory surgical facility 
construction or renovation project shall be compared to the benchmark cost of good 
quality Class A construction given in the Marshall Valuation Service® guide, updated 
using Marshall Valuation Service® update multipliers, and adjusted as shown in the 
Marshall Valuation Service® guide as necessary for site terrain, number of building 
levels, geographic locality, and other listed factors.   
 
 (ii)  If the projected cost per square foot exceeds the Marshall Valuation 
Service® benchmark cost by 15% or more, then the applicant’s project shall not be 
approved unless the applicant demonstrates the reasonableness of the construction costs.  
Additional independent construction cost estimates or information on the actual cost of 
recently constructed surgical facilities similar to the proposed facility may be provided to 
support an applicant’s analysis of the reasonableness of the construction costs.  
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RESPONSE:  
This project involves the renovation of leased space.  The cost per square foot of this project is 

lower than the MVS benchmark for Outpatient Surgery Centers, as demonstrated below.   

 
 The following compares the project costs to the Marshall Valuation Service (“MVS”) 

benchmark.    

I.  Marshall Valuation Service 
Calculation 

Type 
  

Outpatient (Surgical)  
Centers 

Construction Quality/Class A-B/Good 
Stories 

  
                            1  

Perimeter 
  

                       298  
Height of Ceiling 

 
                    14.00  

Square Feet 
 

2,380 

 
Average floor Area                     2,380  

    A. Base Costs 
  

 
Basic Structure 369.05 

 
Elimination of HVAC cost for adjustment 0 

 
HVAC Add-on for Mild Climate 0 

 
HVAC Add-on for Extreme Climate 0 

Total Base  Cost  
 

$369.05  

    B. Additions 
  

 
Elevator (If not in base) $0.00  

 
Other 

 
$0.00  

           Subtotal 
 

$0.00  

    Total  
  

$369.05  

    C. Multipliers 
  Perimeter Multiplier 
 

1.1720368 

 
Product  

 
432.540181 

    Height Multiplier (plus/minus from 12')                     1.046  

 
Product  

 
$452.44  

    Multi-story Multiplier (0.5%/story above 3) 1 

 
Product  

 
$452.44  
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    D. Sprinklers 
  

 
Sprinkler Amount                            -    

        Subtotal   
 

$452.44  

    E. Update/Location Multipliers 
 Update Multiplier 

 
1.02 

 
Product  

 
$461.49  

    Location Multipier 
 

1.01 

 
Product  

 
$466.10  

    New Construction Square Foot Cost Benchmark $466.10  

    Adjustment for Renovation Only 68.39% 

    Final Square Foot Cost Benchmark $318.75  
 

 
 Please note the “Adjustment for Renovation Only.”  MVS does not have a benchmark for 

conversion of shell space in a medical office building (“MOB”) into an ambulatory surgical 

center.  The 68.39% “Adjustment for Renovation Only” derives from an approach that MedStar’s 

consultant (Andrew L. Solberg) on its MVS comparison did in the matter of Green Spring Station 

Surgical Center (Matter No. 15-03-2369).  In that review, MHCC Staff asked Mr. Solberg to 

develop an approach for estimating an MVS benchmark for conversion of MOB space into an 

ASF.  He did so, using the benchmarks for generic “Medical Office Buildings” and “Outpatient 

(Surgical) Centers.”   

 

He noted that in Section 87, page 8, MVS shows the “Budget Differential Costs by Department” 

(to which he refers to as Departmental Cost Differential Factors) for Hospitals (the only type of 

structure for which MVS supplies these factors).  The area of the MOB in which this project will 

be located would be otherwise considered shell space (or, as MVS terms it on page 8, 

“Unassigned Space”).  MVS estimates that the Departmental Cost Differential Factor for this 

kind of space is 0.5.  Mr. Solberg assumed that the Departmental Cost Differentiation factor of 

0.5 should be applied to the MVS benchmark for an MOB, to reflect the portion of the 

benchmark that reflected only the shell.   

 

In order to calculate a benchmark for only the fitting out of shell space in a generic MOB into a 
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surgery center, Mr. Solberg subtracted the half the benchmark for Medical Office Building from 

the benchmark for Outpatient (Surgical) Centers to obtain the benchmark for the fitting out of the 

generic MOB as a generic surgery center.  He then calculated the percentage that this 

comprised of the full benchmark and calculated that this was 68.39%. He then applied that 

percentage to the project-specific calculated full benchmark for Outpatient (Surgical) Centers to 

obtain that project’s benchmark for renovation only.  He has done the same thing in this project. 

 
II.  Cost of Renovation 

 
      A.  Base Calculations Actual 

 
Per Sq. Foot 

Building 
  

$663,858 
 

$278.93  
Fixed Equipment 

 
In Building 

  Site Preparation 
 

$0 
 

$0.00  
Architectural Fees 

 
$20,000 

 
$8.40  

Capitalized Construction Interest $0 
 

$0.00  
Permits 

  
$7,000 

 
$2.94  

    Subtotal  
 

$690,858 
 

$290.28  
 

  
 

III. Comparison 
       A. Adjusted Project Cost/Sq. Ft. $290.28  

    B. Final Square Foot Cost Benchmark $318.75  
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8.  Financial Feasibility.   
 
A surgical facility project shall be financially feasible.  Financial projections filed as part of an 
application that includes the establishment or expansion of surgical facilities and services shall 
be accompanied by a statement containing each assumption used to develop the projections.  
 

(a)  An applicant shall document that:  
 

(i) Utilization projections are consistent with observed historic trends in use of the 
applicable service(s) by the likely service area population of the facility;  
 
(ii) Revenue estimates are consistent with utilization projections and are based on 
current charge levels, rates of reimbursement, contractual adjustments and 
discounts, bad debt, and charity care provision, as experienced by the applicant 
facility or, if a new facility, the recent experience of similar facilities;  
 
(iii) Staffing and overall expense projections are consistent with utilization 
projections and are based on current expenditure levels and reasonably anticipated 
future staffing levels as experienced by the applicant facility, or, if a new facility, 
the recent experience of similar facilities; and  
 
(iv)  The facility will generate excess revenues over total expenses (including debt 
service expenses and plant and equipment depreciation), if utilization forecasts 
are achieved for the specific services affected by the project within five years of 
initiating operations. 

 
(b) A project that does not generate excess revenues over total expenses even if 
utilization forecasts are achieved for the services affected by the project may be approved 
upon demonstration that overall facility financial performance will be positive and that 
the services will benefit the facility’s primary service area population. 

 
 
 
RESPONSE:  

GCSC will be financially viable as shown in Table 4 Revenue and Expenses.  The calculations 

are based on fiscal year 2016 actual and projected volumes of the surgeons who will be 

performing surgery at the center and projected SG2 rate of orthopedic growth in Baltimore 

County (approximately 2.8% annually and then 2% for out years).  Please see response to 

review standard B(3) above for additional information. 

Projected case mix is estimated from the MedStar Ambulatory Services Fiscal Year 2016 Long 

Range Financial Forecast and is based on current case mix use of the orthopedic, spinal, joint 

and pain management cases with some additional growth in pain management cases. 
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 Reimbursement rates are inflated based on guidance from MedStar Managed Care contracting 

experience. Rates used were 3.5% in year one, 3.0% in year 2 and then 2.0% thereafter. 

Staffing and overall expenses are inflated based on MedStar Corporate Long Range Financial 

Forecast Guidelines, with some variability for consideration of the specific types of cases to be 

performed at this site.  

The facility will generate excess revenues over total expenses (including debt service expense s 

and depreciation), if utilization forecasts are achieved for the specific services affected by the 

project within four years of initiating operations. 

See list of assumptions below that were used in the revenue and expense projections: 

• Revenue 

o Volumes are based on current case mix use of the orthopedic, spinal, joint and 

pain management cases with some additional growth in pain management 

cases.  

o Reimbursement rates are inflated based on guidance from MedStar Managed 

Care contracting experience. Rate increases used are 3.5% in year one, 3.0% in 

year 2 and then 2.0% thereafter. 

o Net Revenue includes contractual allowances, bad debt allowance and charity 

care estimates. 

• Expenses 

o Salary and Wages are based on experience at Greater Chesapeake Surgical 

Center and on experience as to personnel needed for each staffing area. Rate of 

salaries is based on current experience and market rates. 

o Benefits are at 20% of salaries and comprise of payroll taxes and health 

insurance premiums. 

o Contractual Services include laundry and linens and waste removal. These costs 

are based on current experience and market rates for the purchase of these 

services in the market place. 
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o Interest on project debt is based on terms of the loan at 3.5% over 11 years with 

132 equal installments. 

o Project Depreciation is being depreciated over 11 years for leasehold 

improvements, over 6 years for equipment, over 5 years for information 

technology infrastructure and equipment, over 15 years for furniture and fixtures 

and over 11 years for signage (interior and exterior) and security. 

o Supplies are based on project cost of $735 for ortho cases, $133 for pain cases, 

$1,553 for spine cases, $6,375 for joint cases and $45,673 for fixed office supply 

cost with inflation each year.  

o Billing and Management Fees include Management Fees, Annual Coding Audit 

Fees, Miscellaneous Claim Fees (estimated at $2 per claim), Accounting Fees 

from MedStar Central Business Office, Tax Preparations Fees and MedStar 

Ambulatory Administrative Allocations.  

o Risk Management expenses include professional and business fees and are 

based on current experience and market rates. 

o Other expenses include bank fees, software license fees, marketing, license and 

credentialing fees and are based on MedStar experience. 

o Facilities costs include rent of $28.00 per square foot, CAM of $.20 per square 

foot, real estate of $2.25 per square foot, utilities of $2.25 per square foot and 

other of $4.60 per square foot. Other includes administration of $1.60, janitorial of 

$.20, repairs & maintenance of $1.00, property management of $.80 and 

engineering payroll of $1.00, all based on square foot. 
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9.  Preference in Comparative Reviews.   
 
In the case of a comparative review of CON applications to establish an ambulatory surgical 
facility or provide surgical services, preference will be given to a project that commits to serve a 
larger proportion of charity care and Medicaid patients. Applicants’ commitment to provide 
charity care will be evaluated based on their past record of providing such care and their 
proposed outreach strategies for meeting their projected levels of charity care. 
 
 
 
RESPONSE:  Not applicable. 
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10.24.01.08G(3)(b).  Need. 
 
The Commission shall consider the applicable need analysis in the State Health Plan.  If 
no State Health Plan need analysis is applicable, the Commission shall consider whether 
the applicant has demonstrated unmet needs of the population to be served, and 
established that the proposed project meets those needs.    
 
INSTRUCTIONS: Please discuss the need of the population served or to be served by the 
Project.   
 
Responses should include a quantitative analysis that, at a minimum, describes the Project's 
expected service area, population size, characteristics, and projected growth.  If the relevant 
chapter of the State Health Plan includes a need standard or need projection methodology, 
please reference/address it in your response.  For applications proposing to address the need of 
special population groups, please specifically identify those populations that are underserved 
and describe how this Project will address their needs. 
 
If the project involves modernization of an existing facility through renovation and/or expansion, 
provide a detailed explanation of why such modernization is needed by the service area 
population.  Identify and discuss relevant building or life safety code issues, age of physical 
plant issues, or standard of care issues that support the need for the proposed modernization. 
 
Please assure that all sources of information used in the need analysis are identified. List all 
assumptions made in the need analysis regarding demand for services, utilization rate(s), and 
the relevant population, and provide information supporting the validity of the assumptions.   
 
Complete Tables 1 and/or 2 below, as applies. 
 
[(INSTRUCTION: Complete Table 1 for the Entire Facility, including the proposed project, 
and Table 2 for the proposed project only using the space provided on the following 
pages.  Only existing facility applicants should complete Table 1.  All Applicants should 
complete Table 2.  Please indicate on the Table if the reporting period is Calendar Year 
(CY) or Fiscal Year (FY)] 
 
 
 
 
 
RESPONSE:  

  



Page 54 of 72 
 

 
 TABLE 1: STATISTICAL PROJECTIONS - ENTIRE FACILITY by Fiscal Year 
  
Table 1 Two Most Actual 

Ended Recent 
Years 

Current 
Year 

Projected 

Projected Years 
(ending with first full year at full 

utilization) 
CY or FY (Circle) 2014 2015 2016* 2017 2018 2019 2020 
 
8. Ambulatory Surgical Facilities 
a. Number of 
operating rooms 
(ORs)   

2 2 2 2 4 4 4 

● Total Procedures 
in ORs 

Not available 

● Total Cases in ORs 1,389 1,412 1,749* 2,509 3,334 3,446 4,134 

● Total Surgical 
Minutes in ORs** 

110,895 100,739 99,631*** 188,175 250,050 258,450 310,050 

b. Number of 
Procedure Rooms 
(PRs) 

0 0 0 0 0 0 0 

● Total Procedures 
in PRs 

0 0 0 0 0 0 0 

● Total Cases in PRs 0 0 0 0 0 0 0 

● Total Minutes in 
PRs** 

0 0 0 0 0 0 0 

Notes: *FY16 projected based on four months actual and eight months budget.  
                **Per MHCC guidelines, does not include turnover time. 
                ***Annualized based on five months actual. 
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TABLE 2: STATISTICAL PROJECTIONS - PROPOSED PROJECT  
(INSTRUCTION: All applicants should complete this table.)  
 
 
Table 2 Projected Years 

(Ending with first full year at full utilization) 
CY or FY (Circle) 2018 2019 2020  
8. Ambulatory Surgical Facilities 
a. Number of operating rooms 
(ORs)   

4 4 4  

● Total Procedures in ORs Not available  

● Total Cases in ORs 3,334 3,446 4,134  

● Total Surgical Minutes in 
ORs** 

250,050 258,450 310,050  

b. Number of Procedure Rooms 
(PRs) 

0 0 0  

● Total Procedures in PRs 0 0 0  

● Total Cases in PRs 0 0 0  

● Total Minutes in PRs** 0 0 0  

          **Per MHCC guidelines, does not include turnover time. 
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The need for the additional surgical capacity is described above in response to review standard 

B(3).  Other factors also require the changes described in this application.  First, expanded 

ambulatory surgical capacity improves MedStar’s ability to meet changing financial incentives.  

The requirements of Maryland’s Medicare Waiver, and the Affordable Care Act, must be met by 

moving appropriate cases to a lower cost setting than hospital campuses.  The need for this 

facility can also be described in terms of changing economic incentives, improved efficiency, 

quality and safety, access, and patient satisfaction.   

The operating rooms at the Greater Chesapeake Surgery Center have been in use for over 20 

years.  The practice has seen significant growth at their Lutherville office and at their Harford 

County office.  This generates further need for modern surgical capacity.  The facility is now 

outdated and needs significant modernization.  Moreover, there are several smaller MedStar 

Orthopaedic providers’ offices scattered in the Towson, Lutherville, Timonium and Cockeysville 

area.  Having multiple offices is inefficient for physicians’ time as well as staffing.  Today, 

physicians need to drive to multiple locations for office time and surgery days and staff is 

duplicated in multiple locations.  A consolidated office will allow physicians to be more 

productive and for more efficient operations. 

Five MedStar Orthopaedics offices along the York Road corridor will consolidate into one 

location in Timonium.  MedStar currently has only one freestanding surgery center in the Central 

Maryland region, the Greater Chesapeake Surgery Center (GCSC) located in Lutherville.  The 

current patient base is based on several groups of physicians who are now employed by 

MedStar Health.  The largest proportions of patients are from central Baltimore County and Bel 

Air in Harford County (see response to review standard (B)1, above).  These physicians have 

well-established MedStar practice sites in both areas and they are growing significantly.  Moving 

to a larger facility is critical for MedStar to continue to support current growth and future growth 

of orthopaedics in the market in an efficient manner.   

Expansion will allow consolidation of several smaller MedStar orthopaedic practices, 

accommodating system-wide organization and improve efficiency of providers through: 

-less travel time between offices for consults and reduced travel between ASC and 
hospitals; 

-consolidated staffing; 

-improved workflow and patient convenience by offering relevant services such as 
physical therapy and imaging in the same facility; and 
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- use of the latest, state-of-art equipment and technology to provide the highest quality of 
care in a safe environment. 

 
MedStar Health is investing in this new facility to improve the quality of care and experience for 

both patients and practicing physicians.  The existing GCSC facility is outdated and needs to be 

replaced.  The size and location of the existing facility prohibit that location from being a viable 

long-term solution.  The new and expanded facility will allow MedStar Health to meet patient 

and physician expectations for quality and safety, and convenient access, including: 

• An appropriate number of operating rooms to fit current and future types of procedures;  

• Large, state-of-the art operating rooms (~ 450 SF) designed to accommodate modern 

equipment needs, supplies and storage, while maintaining minimal staff “traffic” within 

the rooms, thus reducing risk of infection and sterile field contamination; 

• Sufficient support space to provide pre and post-operative care in an efficient and safe 

environment;  

• Direct access from staff/physicians locker/lounge area to restricted core reduces 

potential for extraneous contamination into restricted areas; 

• Direct access from pre-op to restricted corridor (OR’s) as well as OR’s to PACU assures 

expedited “flow” and maintenance of patient privacy; 

• Mirrored Pre-op/PACU patient bay areas adjacent to central support care core- design 

facilitates operational efficiency and collaboration of patient care staff; 

• The consolidated convenient location of ambulatory surgery plus physician’s offices and 

other services immediately off Interstate 83; with a patient drop-off canopy and ample 

surface parking improves access as well as patient satisfaction. 
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10.24.01.08G(3)(c).  Availability of More Cost-Effective Alternatives. 
 
The Commission shall compare the cost effectiveness of the proposed project with the 
cost effectiveness of providing the service through alternative existing facilities, or 
through an alternative facility that has submitted a competitive application as part of a 
comparative review.   
 
INSTRUCTIONS:  Please describe the planning process that was used to develop the proposed 
project.  This should include a full explanation of the primary goals or objectives of the project or 
the problem(s) being addressed by the project.  It should also identify the alternative 
approaches to achieving those goals or objectives or solving those problem(s) that were 
considered during the project planning process, including the alternative of the services being 
provided by existing facilities.    
 
For all alternative approaches, provide information on the level of effectiveness in goal or 
objective achievement or problem resolution that each alternative would be likely to achieve and 
the costs of each alternative.  The cost analysis should go beyond development cost to consider 
life cycle costs of project alternatives.  This narrative should clearly convey the analytical 
findings and reasoning that supported the project choices made.  It should demonstrate why the 
proposed project provides the most effective goal and objective achievement or the most 
effective solution to the identified problem(s) for the level of cost required to implement the 
project, when compared to the effectiveness and cost of alternatives including the alternative of 
providing the service through alternative existing facilities, or through an alternative facility that 
has submitted a competitive application as part of a comparative review.   
 
 
 
 
RESPONSE:  
This project involves the expansion of the GCSC.  As described above, consolidation of several 

provider’s offices and expansion of the ASC will allow MedStar to manage these services more 

efficiently.  The replacement and expansion are driven by the need to replace the old, outdated 

ASC, and the need to expand due to: 

• improved facilities following replacement 

• growth in the MedStar orthopedic services; and  

• changing healthcare market needs to shift procedures to lower cost settings.   

 
The following alternatives were considered by MedStar Health - 

1. Status Quo  

a. Continuing with the current GCSC is not ideal for many reasons.  It does not 

meet the need of the community in that it does not allow MedStar to provide high-

quality care in an efficient and cost effective manner to its patients.  MedStar 
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Health System has been looking for a way to move the kinds of cases that can 

be safely performed in a freestanding center to a lower cost setting that would 

satisfy patient preferences for receiving care at sites other than hospital 

campuses, and physician preferences to operate in a more efficient setting.  

Doing nothing would not help us achieve that goal and hence is rejected. 

2. Shift GCSC cases to hospital outpatient surgery 

a. Closing GCSC or shifting overflow of surgical cases to a MedStar Hospital 

outpatient setting will shift the cases to higher cost setting and increase the load 

on already busy hospital outpatient ORs.  Hence, this alternative is rejected.    

b. Newly implemented Medicare waiver and Affordable Care Act compel all 

providers to move the surgeries to lower cost setting such as ambulatory surgery 

center.  MedStar intends to provide lower cost alternatives to continue to comply 

with reimbursement requirements.  

 

3. Expand at existing GCSC  

a. Current GCSC site is limited from a space perspective and does not allow room 

for growth and expansion.  Additionally, any renovation would be very costly to 

bring it up to the new codes and standards.  Hence this alternative is rejected. 

b.  

Project Goals Status Quo Shift to Hospital 
OP 

Expand at existing 
site 

Timonium 
ASC 

Provide room for current 
volume and future growth 

0 3 0 5 

Improve access 0 0 3 5 
Shift cases to lower cost 
setting 

0 0 5 5 

Provide comprehensive, 
coordinated Orthopaedic care 

0 0 3 5 

Create a state-of-art 
Orthopaedic Center of 
Excellence 

0 3 3 5 

Total Scores 0 6 14 25 
 
Based on above criteria, the current project is the most cost effective alternative for meeting the 

goals.  
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10.24.01.08G(3)(d).  Viability of the Proposal. 
 
The Commission shall consider the availability of financial and nonfinancial resources, 
including community support, necessary to implement the project within the time frames 
set forth in the Commission's performance requirements, as well as the availability of 
resources necessary to sustain the project. 
 
INSTRUCTIONS:  Please provide a complete description of the funding plan for the project, 
documenting the availability of equity, grant(s), or philanthropic sources of funds and 
demonstrating, to the extent possible, the ability of the applicant to obtain the debt financing 
proposed.  Describe the alternative financing mechanisms considered in project planning and 
provide an explanation of why the proposed mix of funding sources was chosen. 
 

• Complete Tables 3 and/or 4 below, as applicable. Attach additional pages as necessary 
detailing assumptions with respect to each revenue and expense line item.  

 
 
 
 
RESPONSE:  
 
Table 4 is completed below. 
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TABLE 3: REVENUES AND EXPENSES - ENTIRE FACILITY (including proposed project) 

 

(INSTRUCTION: ALL EXISTING FACILITY APPLICANTS MUST SUBMIT AUDITED FINANCIAL 
STATEMENTS) 

  

 Two Most Actual 
Ended Recent 
Years 

Current 
Year 
Projected 

Projected Years 
(ending with first full year at full 
utilization) 

CY or FY (Circle) 20___ 20___ 20___ 20___ 20___ 20___ 20___ 
1.  Revenue 
a. Inpatient services        

b. Outpatient services        

c. Gross Patient Service 
Revenue 

       

d. Allowance for Bad Debt        

e. Contractual Allowance        

f. Charity Care        

g. Net Patient Services 
Revenue 

       

h. Other Operating 
Revenues (Specify) 

       

i. Net Operating Revenue        

 

Table 3 Cont. Two Most Actual 
Ended Recent 
Years 

Current 
Year 
Projected 

Projected Years 
(ending with first full year at full 
utilization) 

CY or FY (Circle 20___ 20___ 20___ 20___ 20___ 20___ 20___ 
2.  Expenses 
a. Salaries, Wages, and 
Professional Fees, (including 
fringe benefits) 

       

b. Contractual Services        

c. Interest on Current Debt        

d. Interest on Project Debt        

e. Current Depreciation        

f. Project Depreciation        

g. Current Amortization        

h. Project Amortization        
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i. Supplies        

j. Other Expenses (Specify)        

k. Total Operating Expenses        

 
3. Income        

a. Income from Operation        

b. Non-Operating Income        

c. Subtotal        

d. Income Taxes        

e. Net Income (Loss)        

 

Table 3 Cont. Two Most Actual 
Ended Recent 
Years 

Current 
Year 
Projected 

Projected Years 
(ending with first full year at full 
utilization) 

CY or FY (Circle) 20___ 20___ 20___ 20___ 20___ 20___ 20___ 
4. Patient Mix: 
A.  Percent of Total Revenue 
  1. Medicare        

  2. Medicaid        

  3. Blue Cross        

  4. Commercial Insurance        

  5. Self-Pay        

  6. Other (Specify)        

  7. TOTAL 100% 100% 100% 100% 100% 100% 100% 

 
B. Percent of Patient Days/Visits/Procedures (as applicable) 
  1. Medicare        

  2. Medicaid        

  3. Blue Cross        

  4. Commercial Insurance        

  5. Self-Pay        

  6. Other (Specify)        

  7. TOTAL 100% 100% 100% 100% 100% 100% 100% 
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 TABLE 4: REVENUES AND EXPENSES - PROPOSED PROJECT 

  

 (INSTRUCTION: Each applicant should complete this table for the proposed project only) 

 

 Projected Years 
(Ending with first full year at full utilization) 

CY or FY (Circle) 2018 2019 2020 2021 
1. Revenues 
a. Inpatient Services     

b. Outpatient Services     

c. Gross Patient Services 
Revenue 

    

d. Allowance for Bad Debt     

e. Contractual Allowance     

f. Charity Care     

g. Net Patient Care Service 
Revenues 

    

h. Total  Net Operating 
Revenue 

$6,580,998 $7,283,214 $7,981,332 $8,276,273 

 
2. Expenses 
a. Salaries, Wages, and 
Professional Fees, (including 
fringe benefits) 

$2,010,226 $2,146,382 $2,266,939 $2,360,772 

b. Contractual Services $93,829 $102,059 $110,194 $116,246 

c. Interest on Current Debt     

d. Interest on Project Debt $72,870 $66,321 $59,539 $52,516 

e. Current Depreciation     

f. Project Depreciation $453,513 $907,027 $907,027 $907,027 

g. Current Amortization     

h. Project Amortization     

i. Supplies $2,597,411 $2,916,028 $3,250,369 $3,405,022 

j. Other Expenses (Specify) $987,221 $1,162,722 $1,197,829 $1,215,426 

k. Total Operating Expenses $6,215,070 $7,300,538 $7,791,896 $8,05,007 
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Under 2. Expenses, J. Other Expenses (Specify) include:  Billing and Management Fees, Risk Management 
Fees (both Professional and Business), Facilities Fees and Other Expenses including Bank Fees, Software 
License Fees, Marketing, and Licensing & Credentialing.  
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• Complete Table L (Workforce) from the Hospital CON Application Table Package.  
 

 
 
 
RESPONSE:   
 
Please see Attachment 14 for Table L. 
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• Audited financial statements for the past two years should be provided by all applicant 
entities and parent companies to demonstrate the financial condition of the entities 
involved and the availability of the equity contribution.  If audited financial statements are 
not available for the entity or individuals that will provide the equity contribution, submit 
documentation of the financial condition of the entities and/or individuals providing the 
funds and the availability of such funds.  Acceptable documentation is a letter signed by 
an independent Certified Public Accountant. Such letter shall detail the financial 
information considered by the CPA in reaching the conclusion that adequate funds are 
available. 
 

 
 
 
RESPONSE:   
 
Please see Attachments 15 and 16 for audited financial statements.  
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• If debt financing is required and/or grants or fund raising is proposed, detail the 
experience of the entities and/or individuals involved in obtaining such financing and 
grants and in raising funds for similar projects.  If grant funding is proposed, identify the 
grant that has been or will be pursued and document the eligibility of the proposed 
project for the grant.  
 

 
 
 
RESPONSE:   
 
The project budget for the addition of two operating rooms at Greater Chesapeake Surgical 

Center is $1,930,275.  Approximately, $1,462,706 (75% of the total project budget) will be 

funded by a loan from MedStar Health.  The loan will be amortized over 11 years at interest rate 

of 3.5% payable in 132 equal monthly installments.  No grant or fund raising is proposed for this 

project. 
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• Describe and document relevant community support for the proposed project. 
 
 
 
 
RESPONSE:   
 
See Attachment 13 for letters of support from several MedStar physicians involved in the 

project.  
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• Identify the performance requirements applicable to the proposed project (see question 
12, “Project Schedule”) and explain how the applicant will be able to implement the 
project in compliance with those performance requirements.  Explain the process for 
completing the project design, obtaining State and local land use, environmental, and 
design approvals, contracting and obligating the funds within the prescribed time frame. 
Describe the construction process or refer to a description elsewhere in the application 
that demonstrates that the project can be completed within the applicable time frame(s). 

 
 
 
 
RESPONSE:   
 
Given that the renovations for the GCSC relocation of two operating rooms will be underway 

when this expansion is approved, assuming prompt approval, there will be no need to stop the 

renovations and restart.  A seamless efficient renovation will mean quick completion of the 

expansion.  Our intent is that this expansion can be approved while the renovations for the 

relocation of GCSC are underway, saving MedStar Health, and the healthcare system, 

significant time and expense.  The fitting out of two additional operating rooms under this 

assumption is anticipated to take approximately 7 months.    
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10.24.01.08G(3)(e).  Compliance with Conditions of Previous Certificates of Need.  
 
An applicant shall demonstrate compliance with all terms and conditions of each 
previous Certificate of Need granted to the applicant, and with all commitments made 
that earned preferences in obtaining each previous Certificate of Need, or provide the 
Commission with a written notice and explanation as to why the conditions or 
commitments were not met. 
 
 
INSTRUCTIONS:  List all of the Maryland Certificates of Need that have been issued to the 
project applicant, its parent, or its affiliates or subsidiaries over the prior 15 years, including their 
terms and conditions, and any changes to approved Certificates that needed to be obtained.  
Document that these projects were or are being implemented in compliance with all of their 
terms and conditions or explain why this was not the case.  
 
 
 
 
RESPONSE:   
 
The following certificates of need were issued to MedStar Hospitals over the prior 15 years:  

05-03-2173 – Franklin Square new addition 
08-03-2250 – Franklin Square adolescent psych 
03-24-2117 – Good Samaritan renovations 
06-15-2186 – Montgomery General new addition 
09-15-2293 – Montgomery General renovations 
07-18-2225 – St. Mary’s new addition 
08-18-2248 – St. Mary’s expansion and renovation 

 
Copies of these CONs have been requested from MHCC.   
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10.24.01.08G(3)(f).  Impact on Existing Providers and the Health Care Delivery System. 
 
An applicant shall provide information and analysis with respect to the impact of the 
proposed project on existing health care providers in the health planning region, 
including the impact on geographic and demographic access to services, on occupancy, 
on costs and charges of other providers, and on costs to the health care delivery system.  
 
INSTRUCTIONS:  Please provide an analysis of the impact of the proposed project. Please 
assure that all sources of information used in the impact analysis are identified and identify all 
the assumptions made in the impact analysis with respect to demand for services, payer mix, 
access to service and cost to the health care delivery system including relevant populations 
considered in the analysis, and changes in market share, with information that supports the 
validity of these assumptions.  Provide an analysis of the following impacts: 
 

a) On the volume of service provided by all other existing health care providers that are 
likely to experience some impact as a result of this project;   
 
b) On the payer mix of all other existing health care providers that are likely to experience 
some impact on payer mix as a result of this project.  If an applicant for a new nursing 
home claims no impact on payer mix, the applicant must identify the likely source of any 
expected increase in patients by payer.  
 
c) On access to health care services for the service area population that will be served by 
the project. (State and support the assumptions used in this analysis of the impact on 
access); 
 
d) On costs to the health care delivery system. 
 

If the applicant is an existing facility or program, provide a summary description of the impact of 
the proposed project on the applicant’s costs and charges, consistent with the information 
provided in the Project Budget, the projections of revenues and expenses, and the work force 
information.  
 
 
 
RESPONSE:   
 

Impact to MedStar Hospital Volume - MedStar Health intends to progressively shift 

appropriate outpatient orthopaedic surgeries from outpatient hospital campuses to the new 

ambulatory surgery center.  The total impact on the Baltimore based MedStar hospitals is 1,637 

cases by FY 2020, or 3.2% of hospital surgical volume, averaging about six cases per day over 

four hospitals.  The impact in FY 2020 is projected to be as follows: 

• MedStar Franklin Square Medical Center – 396 cases or 2.0% of total cases 

• MedStar Good Samaritan Hospital – 186 cases or 1.9% of total cases 

• MedStar Harbor Hospital – 215 cases or 3.3% of total cases 

• MedStar Union Memorial Hospital – 841 cases or 5.3% of total cases 
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As part of regional strategic planning, MedStar Health is already well underway with the 

development of MedStar Orthopaedics – a regional leader in orthopaedic and spine care.  As a 

percentage of cases shifts off the hospital campuses as shown above, there are plans to 

continue MedStar’s orthopaedic and spine inpatient growth through the recruitment of several 

orthopaedic and spine surgeons whose primary focus will be inpatient care.  MedStar also 

anticipates continued inpatient growth of its cardiovascular program and associated inpatient 

surgeries.   

 

Impact on Access to Health Care Services for the Service Area Population - The new ASC 

will provide more convenient access to needed and desired health care services for much of the 

service area population.  Access to the Greenspring Drive location is convenient just off I-83 

and there is abundant, free parking.  For patients whose insurance companies are restricting 

use of regulated hospital-based facilities for certain procedures, the new ASC will improve 

access and reduce costs for patients with high deductibles and/or co pays. 

 

Impact on Other Affected Providers - The additional cases will come from population growth, 

programmatic growth and some market share shifts.  Based on referral data from MedStar 

employed physician practices, MedStar refers more than 300 patients outside of the system for 

orthopaedic care annually.  The expectation is that many of these patients will be able to receive 

care within the system once the new orthopaedic center is open.  Of the more than 300 referrals 

leaving the system, more than half are going to various small pain management centers.  The 

remainder are spread among local hospitals including 8% to Johns Hopkins Health System, 8% 

to GBMC, 7% to LifeBridge, 7% to Mercy, 1% to St. Agnes, and 11% to University of Maryland 

Medical Center.  These hospitals/systems would lose less than 10 referrals each.   

 

Impact on payer mix at other facilities - Because the impact on volume at other facilities will 

be negligible, as shown above, the expected impact on payer mix is too. 

 
Impact on costs to the health care delivery system - Shifting ambulatory surgery cases from 

the hospital setting to the freestanding setting responds to reimbursement incentives to reduce 

costs to the health care system and patients.   
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