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AMISUB OF SC V. SC DHEC 972

seeing in that part of the county continued to
grow as well as the ﬁealth Plan itself made a
provision that thefe were 64 beds available to
Piedmont to expand.

All right. And are you familiar with the Plan?
Yes.

What was your 'understanding at the time
concerning the determination of bed need in the

Plan?

"Well, the basic formula they used and language

in the Plan, that Piedmont had 64 beds
available to it for growth and expansion.

All right. Did you meet with the Department
officials, DHEC officials concerning the
development of your plans?

I did.

And what was the import of that meeting?

Well, the import of that meeting was to confirm
our understanding of the Plan and the formula
and the anailability of the beds so that there
would be no confusion or misunderstanding as
basically decisions were being made and I
proceeded.

And what did you -- did you meet with -- was

Mr. Levitt with you?

CREEL COURT REPORTING, INC.
1230 Richland Street / Columbia, SC 29201
(803) 252-3445 / (800) 822-0896
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AMISUB OF SC V. SC DHEC 973

Yes.

And who did you meet with?

Mr. Grice. .

And what did you and Mr. Levitt inform Mr.
Grice of at that meeting?

That we were interested in utilizing .the 64
beds of expansion for healthcare in York County
and that it was our intent to build a hospital
in the Fort Mill area with those beds.

Okay . Now, did you have any understanding at
the time that the Dbeds could be awarded to
other parties beyond Piedmont?

I did not.

If you had understood that, would it have

affected the plans concerning the establishment
of Fort Mill Medical Center?

Absolutely.

How would that have?

We would have added those beds to Piedmont
Medical Center in Rock Hill.

aAnd why would you have done that?

Because it would have avoided placing them at
risk for a competing applicationi It’s common
practice in South Carolina -- it had been up

until there that under the Health Plan that if

CREEL COURT REPORTING, INC.
1230 Richland Street / Columbia, SC 29201
A(803)252-3445/(800)822-0896
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AMISUB OF SC V. SC DHEC ' 974

the existing provider that basically those beds
were assigned to wanted to expand their
facilities, that’s what they did.

Okay. All right. Now, let me direct your
atteﬁtion to the issue concerning the 100 beds
that were‘proposed as a re§u1t of the October
2005 application that was submitted. Were you
involved in the aecision to ﬁomplement the 64
beds identified in the Plan with 36 transferred
beds?

I was.

And why did you decide to do that?

Basically, what we were looking at was a need

of 64 beds as identified in the Plan and also,

you know, recognizing what our objectives were.

in treating the folks in their home community

"and close to home and we looked at the patient

populatiqn that we were currently serving from
the Fort Mill afea at Piedmont Medical Center
and we made projectioﬁs of the beds associated
with that and under the goal and assumptions
we were using, these people would want to be
treated closer to home that 'we Qere very
gquickly finding 64 'beds ' very inadequate.

Therefore, 1f vyou 1looked at what basically
:

CREEL COURT REPORTING, INC.
1230 Richland Street / Columbia, SC 29201
(803) 252-3445 /(800) 822-0896
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AMISUB OF SC V. SC DHEC 975

would be freed up and available at Piedmont,

‘that we could coqbine with- the 64, the

efficiencies would be greater and if just made
a lot of sense. Do it now versus later.

Now, where there -~ sorry?

Do it now versus later.

I'm sorry?

Do it now versus later.

Were there any acute-care beds in the hospital
that were shuttered at the time and not being
used at all?

We did. I think it was abqut approximatély 19
beds or so that were not being utilized in the
hospital at the time.

Okay. And how did you Dbelieve you would
protect yourself against the future need for

the balance of that 36, the 17 beds?

Well, I think as Mr. Levitt testified
vesterday, we did an analysis on what we
believed was the county-wide demand. ‘And you

know, particularly as it related to the growth
occurring in Rock Hill, the growth patterns in
the western side of York County as well, and

determined’ that we were well-equipped to not

- only transfer beds, "but then take care of for

CREEL COURT REPORTING, INC.
1230 Richland Street / Columbia, SC 29201
(803) 252-3445 /(800) 822-0896
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AMISUB OF SC V. SC DHEC 976

a considerable period of time the needs of the
county based on those projections.

Okay. All right. Mr. Miller, let me talk with
you about the hospital and its medical staff.
Start at a high level for me and explain what
you believe the relationship 1is Dbetween the
medical staff of a facility and it’s success.
Well, I've been in healthcare for 37 years and
never admitted a patient, so physicians are
critical to the wviability and success of a
healthcare organization. 'Particularly
specialists, who are the ones who are
performing the procedures, surgery and, vyou
know, have a tendency to take care of more
patients in the hospitai than not. Primary
care physicians that are necessary in order to
refer patients to the surgeons who ultimately
are doing the procedures, but the medical staff

is the life blood of the hospital.

THE‘COURT: Could you hold on for a second. Could

vyou please turn that off? Thank vou.

MR. ANDREWS: I'm sorry. May we proceed?

THE COURT: Please.

Q:

I'm sorry. All right. With that background,

what was the medical staff like between the

CREEL COURT REPORTING, INC.
1230 Richland Street / Columbia, SC 29201
(803) 252-3445 / (800) 822-0896
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AMISUB OF SC V. SC DHEC : 977

period of time you arrived at Piedmont in late

2004 or 2005 when these applications were

filed?
It was a very collegial medical community. You
know, a lot of the physicians -- kind of to

take you back at the hospital, Piedmont Medical
Center moved from York General to the new
facility in 1982 with 57 members of the medical
staff, they knew each other, ﬁheir families
knew each other, they go to church together,
their kids dated each other and still through
the early 2000s it was that kind of community.
They were very close-knit, socialized tdgether
-- and the refefral patterns. These were
physicians that had known éach other for years.
They respected their skills, their ability to
take care of each other’s -patients in. their
respective specialities and, you know, referral
patterns as you would find in any other
community. Primary care physicians, it didm’t
matter who owned the practice, it didn’'t matter
who you worked for. Referred to physicians in
the community fully, you know, based on.your
experience and relationships you had developed

through the years.

CREEL COURT REPORTING, INC.
1230 Richland Street / Columbia, SC 29201
(803) 252-3445 /(800) 822-0896
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AMISUB OF SC V. SC DHEC 978

Did that kind of collegiality and community
continue to exist after the filing of the
applications in ﬁhis case?

We started to see some change in that. I don’'t
think there’s any gquestion that when we filed
the application in 2005 there were subsequent
competing applications filed. You know, within
the medical'communityjthe doctors were kind of
trying to figure out who was going to win this
thing and who wasn'’t and there was an
appreciation, particularly within the various

owned practices to kind of ;ircle the wagons
around your hospital. We saw Novant-
Presbyterian come into the community and begin
Lo aggressiyely acguire practices which is not,

you know, historically their pattern.

Carolinas Health System had had practices in
the community for a number of years.

All right. Let’s look at a document that’s CHS
1383. And just draw that up, if you would, on
the screeﬁ. Have you looked at this document
before Mr. Miller?

I have.

Dan, if you could call out, just highlight it

a 1little Dbit, pull out the names of the.

CREEL COURT REPORTING, INC.
1230 Richland Street / Columbia, SC 29201
(803) 252-3445 /(800) 822-0896
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AMISUB OF SC V. SC DHEC 979

practices or just the whole line concerning the
practices. You may not be able to do anything
more than highlight it. Just put it in yellow.

MULLER: Your Honor, I don’t mean to interrupt,

but if Mr. Andrews could Just repeat this
Exhibit, I didn’t catch it. I heard CHS
Exhibit -

ANDREWS : It’'s not an Exhibit, Your Honor. It’s

just a document in discovery and so it’s not

one we’'ve named an Exhibit and I don’t know

whether we have a Demonstrative -- Ms. Sackett
has informed me that we do. = It’s a 2008
production. I have copies of it here.

COURT: Thank you.

MULLER: Your Honor, I have nolobjection to this
if We/re allowed to do the same thing in terms
of making a Demonstrative Exhibits of sométhing
that has been produced in 'discovery, In
fairness, bglieve I probably did that yesterday
so I don’t have an objection to this as long as

we have that opportunity.

COURT: As long as it’s a two-way street. Okay.
Absolutely, Mr. Muller. And Mr. Andrews.
ANDREWS : I didn’'t assume there was anything

contrary to the rules of evidence asking

CREEL COURT REPORTING, INC.
1230 Richland Street / Columbia, SC 29201
(803) 252-3445 / (800) 822-0896

RECORD 000988




10
11
12
13
14
15
16

17

18"

19
20
21
22
23
24

25

AMISUB OF SC V. SC DHEC 980

questions about it. That'’s all we intended to

do, Your Honor.

THE COURT: Thank you.

Q:

All right. Mr. Miller, take a look at this
document, if you would please. And walk
through here, based on your knowledge, as well
as what this document reflects,‘ and - identify
what this is as of April -- actually, as of
2006:

These are medical practices that are owned and
operated by Carolinas Medical System or Health

System in York County.

All right. And let’s take it down to the end,
Dan, of the last column. There’s some dates
provided there related to each. . Now, do you

see any dates subseqguent to 20067

I do not.

All right. So, at least then current through
that period of time, 1is thét right? Okay.
Now, Dan, I want to connect ‘the last column
with the first, sc we can either pull them out
or let’'s ﬁust look at the whole document. Mr.
Miller, let me give you a copy of this rather
than strain your eyes. All right. So, Dan,

what you’re doing is connecting the first and

CREEL COURT REPORTING, INC.
1230 Richland Street / Columbia, SC 29201
(803) 252-3445 / (800) 822-0896
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AMISUB OF SC V. SC DHEC 981

the 1last columns to show the. name of the
practices and thé dates they had joined the
CPN, CPN is what Mr. Miller?

Actually, I'm going vto assume it’s the
Carolinas Physician Network.

And what is Carolinas Physician Network?

It’‘’s - the network owned_ and operated by

-

Carolinas Health System.

A network of physicians? )
Network of physicians, yes.
Okay. Now, of these practices you had said
just a moment ago that Carolinas had owned and
operated practiceslin the Rock Hill area for
sbme time prior to the filing of any these
applications?

That’s correct.

Does this document reflect that?

Yes, I mean Shiland Family Practice goes back

torJuné of 1995. Palmetto Pediatrics, June of
1994. Internal Medicine Practice of Medical
Associates of Rock Hill, April of 1993.

Piedmont GYN/OB, August of 1995, et cetera.
All right. And when did Piedmont file its CON
application?

2005.

CREEL COURT REPORTING, INC.
1230 Richland Street / Columbia, SC 29201
(803) 252-3445 / (800) 822-0896
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AMISUB OF SC V. SC DHEC 982

You filed one in 2004, didn’t you?

2004. I'm sorry.

Do you remember when?

I do not. I'm sorry. I believe October.

Late year?

Late year.

And you revised it, do you remember when?

Early 2005.

January 20052 The record can stand for itself,
but, okay. And what activity here concerning
the development of acquisition of practices 1is
reflected on this document?

Well, you see then in March and April of 2005,
the acquisition of Rock Hill Pediatrics and'the
acqguisition of the two local .Sanger 'Clinic
operations, the one that was operating in Fort
Mill at the time and then Rock Hill.

And did Medical Associates of Rock Hill have --
previously have an office in Fort Millv?

No. They opened a satellite facility in 2006
and while not refiected on this document,
Shiland Medicine also subsequently opened an
opgration in Fort Mill as weil.

All right. And let’s take a look at what Mr.

Levitt testified yesterday, Demonstrative 141,

CREEL COURT REPORTING, INC.
1230 Richland Street / Columbia, SC 29201
(803)252-3445/(800)822-0896
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AMISUB OF SC V. SC DHEC 983

please, Dan, if you could puli that up. All

right. Now, let’s identify here the -- have

“you looked at this document previously?

I have.
And what do you understand it to be?
This is a document showing the total number of

referrals, the current 1list of CPN practices

"for residents of York County being referred out

of York County to others within the CPN
network. |

Let’'s go down through this 1list and identify
several of the practices. Dan, first let’'s
call out Medical Associates of Fort Mill and
Rock Hill and if vyou’ll highlight those two
lines. You  identified this practice
previously, Mr. Miler, on the prior page as
being one that had been owned by Carolinas for
some time, is that correct?

Correct.

Prior to the filing of the application in 2005,
what had been the practice of the physicians of
Medical Associates of Rock Hill? Had they been
on your medical staff?

They had been on our medical staff. They

utilized specialists within the York County
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community who practiced at‘ Piedmont Medical
Center.

Okay. Let’'s look at the next two groups.
Actually, let’s apply Palmetto Pediatrics, the
next group. Do you recall seeing that on the
prior list?

Yes.

And what had been Palmetto Pediatrics’
experience with regard to Piedmont?

They had utilized Piedmont Medical Center and
its physicians, as well, through the support of
their patients.

And the next group? Piedmont - GYN/OB of Rock
Hill, what had Dbeen the extent to which
Piedmont had used -- Piedmont GYN/OB group had
used  Piedmont hospital? A

Active members of the medical staff, again,
seeing their patients at Piedmont and were
actively involved in the planning of the
women'’s center that We'talked about earlier.
Okay. And the next group, Rock Hill Pediatrics
Associates and Rock Hill Pediatric, Fort Mill,
what’s your familiarity with this group?

Again, active with the medical community and

utilization of the hospital for taking care of
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their patients.

And the two Sanger practices? What was their
participation in the activities of your medical
staff and the use of Piedmont hospital-?

Very active in the use of Piedmont Medical
Center particularly of thé cardiac
catheterization program and support of the open
heart surgery.program.

And finally, Shiland, the two offices that ---
Significant referral patterns  to the
specialists in Rock Hill and utilization of
Piedmont Medical Center.

okay. Now, after 2005 did the hospital’s
relationships with the physicians 1in these
practices change?

Wé began to see a degradation of the referral
patterns from these practices to specialists in
the community and a number of them began, over
time, to eliminate their medical staff

privileges at the hospital completely.

Okay. Let’s move to Demonstrative 26, please,
Dan; Were there members of these practices who
were active in the leadership of Piedmont
hospital? I’'m sorry, DemonstratiVe, excuse me.

Demonstrative 26. Excuse me, Wy fault.
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Exhibit 26 rathér than Demonstrative. Thank

Cyou, Dan. Yes. That'’'s what we’'re looking for.

What is this list, Mr. Millerv?

This is a list going back to 2000 physicians

* who are employed by Carolinas Health System,

through CPN who were active members of the’
medical staff and held various positions of

leadership within the medical staff, either

"chairmen of departments, chairmen: of

committees, chief of staff, members of the
hospital board. Oon the quality improvement
committée. ' Utilization review committees,
ethics committees a number of different
activities{

Dan, let’s turn to the next page and look at

the highlighted section of these. Mr. Miller,

have you reviewed Exhibit 26 and made‘ any
adjustments to it?

I have identified -- there were previously on
the list some physicians who are not actually
employees of Carolinas Health System or CPN
that were on the previous list, so what I have
done here is highlighted those that are, in
fact, CHS-employed, CPN-employed physicians so

that we can be clear about’ who is and who 1is

CREEL COURT REPORTING, INC.
1230 Richland Street / Columbia, SC 29201
(803) 252-3445/(800) 822-0896

RECORD 000995




10
11
12
13
14
15
16
17
18
19
20

21

22

23
24

25

AMISUB OF SC V. SC DHEC 987

not. Those that are not highlighted in yellow,
were mistakenly identified as CHS-related
individuals.

And those highlighted have been and afe now
affiliaﬁed with Carolinas? )

That’s correct.

Okay. Now, from your perspective from working
with these physiciéns who were at various‘
points in time hospital leaders, what’s the
significance of :their now departure from
Piedmont Medical Center?

Well, we’ve obviously lost a significant number
of individuals who were willing to give freely
of their time in leadership roles of the
organization, barticula;ly " relative to the

medical staff. These are individuals who in

their respective roles were helping drive

guality, ethics decisions,'utilization reviews,
strategic planning, you know, thdse things that
are important to the administrative and medical
relationships in the organization.

Now, during the time of their ieadership
position, were these physicians either employed
at the time by Carolinas or were they

independent prior to their employment or both?
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It would be a combination. For instance, you
know, if vyou start at the top, vyou’'ve got
Martin, Garcia, Cook, Copple, Bale, I believe
as identified in a pfevious Demonstrative,
those practices has been owned by Carolinas for
a significant period of time, far beyond the
2000 date.

Ckay. And, in fact, did Dr. Bale, who is
reflected dn that sixth line, did he take any
action relative to the application‘of Piedmont

Medical Center?

~Actually, he -- Dr. Bale was serving as’

chairman of the board of governors at the
hospital when we filed and Wrote a letter of
support for our application.

Dan, let’s pull out Exhibit 3,>Bates 181 and
what is this letter, Mr. Miller?

This is a letter to Joel Grice, i1f you can go
back down to the date, dated November 12, 2004.
and it was submitted with the application.

Okay. And what does it convey?

Basically it says it is written with
enthusiasm, I would 1like to endorse Tenet
Healthcare Corporation application for a

Certificate of Need for the construction of a
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new hpspital facility in Fort Mill, Soﬁth
Carolina. -

Let'’'s, Dan, pull out the third.péragraph, if
you would, and read, please, Mr. Miller the
second -- beginning with the second sentence
from tﬁe end of the paragraph.

Currently many residents within this area are
traveling north to securé hospital services
often resulting in a fragmentation of their
healthcare needs. This new facility will offer
an Qpportﬁnity:for the improved continuity of
care and additional options for patients and
their family. Hopefully, the additional
competition Will help in managing the rising
healthcare costs.

All right. Now, at the time he drafted this,
what was Dr. Bale’'s position?

Chairman of the board of governdrs of Piedmont
Medical Center.

And who was he employed by?

Carolinas Health System, CPN.

All right. Dan, if you’ll draw up Exhibit 27,
please. And what is this decument, Mr. Millex?
This is physicians who had been members of the

medical staff. who did not renew their
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privileges after the purchase by CHS at some
point.

Okay. If we could go through the list, how do
the categories, which would be group practices
compare to those you previously reviewed?
They’ré consistently the same.

All right. Now, what were the effects of the
resignations when they took place and over what
period of time generally did that happen?

They appear to be happening generally the 2008

to ‘11 periodr. Their predominantly in 1late
2009 into mid-2011. Excuse me, late 2010 and
mid-2011.

Now, by the time the resignations occurred, and
by the way, 1s the resignation list complete?
Do you have Rock Hill Pediatrics?

No. Rock Hill Pediatrics is not on this list.
And how many physicians do they have?

They have seven in that practice.

And how many of them resigned their privilegés?
All of them.

All right. So when you left Piedmont were 
there any Carolinas physicians who continued to
remain on the Piedmont Medical staff who were

employed by that system?
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I'm aware of only two.

Okay. Now, let me . take you back to
Demonstrative 141 that you testified about a
moment ago. And let’s flip to the second page
of that Dembnstrative, Dan. Now, during the
period of time after the.changes in practices
that you just discussed, did you observe any
change in referrals and the referral patterns
among physiciansAaffiliated with Carolinas?
Yes. I mean we had Dbeen observing some
degradation of referral patterns prior té that
but it became really significant as we ﬁoved
into 2010, particularly 2011 and ‘12, as noted
here.

All right. . And have you evaluated the effect
of those changes on different product linéslat
Piedmont?

We have.

Dan, 1let‘s begin by looking at Demonstrative
153. 'And what does this Demonstrative show,
Mr. Miller-?

Basically it shows the market share of Piedmont
Medical Center compared to Carolinas Medical
Center in years 2005 to 2009 and 2011.

And generally, how is it consistent with the
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observations you were making at the time?

Well, basically, it is showing the impact that
the loss of those referrals within the 1local
medical community and the hospital 1is having on
the market share of the hospital.

Okay. And have you analyzed the effect of this
impact on complex services as well?

We did.

And let’s take a look at that, at Demonstrative

81, Dan. And what'’'s being presented here, Mr.
Miller?
These are complex medical cases. Again, it’s

the total market share for those cases

beginning in 2005 to ‘09 and *11.

What’'s the significance of the changes.in the
market share of complex cases for Carolinas and
Piedmont? What’'s happened over this period of
time? | |

well, dbviously over this period of time, these
are complex cases that are being referred that
had been previously served at Piedmont Medical
Center that are now leaving the markét place
and going to Carolinas Medical Center. Complex
cases, vyou know, represent a high level of

reimbursement under Medicare and Medicaid
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system of bRG reimbursement, soO thié is a
significént financial impact on the hospital.
What effect does it have on your medical staff
when over 25 percent of the complex pfocedures
are lost to your staff‘over.a six year period?
It places individual physicians at risk of
béing-able to maintain the high ékill levels
that they were trained for because these are
complex cases. These are the kind of cases
that you don'; want somebody who has just done
one of them over the last year. ‘And so as
their frequency goeé down over time, it will
erode their skill set.

Okay. Let’s turn to the next -- we’'re not

going to review all of these, Mr.'Mille:. Mr.

Levitt has testified about them at length. But

let’'s look at just a few. Demonstrative 179.2.
All right. Now, what’s this showing in general
terms?

This is our cardiélogy program, the one that we
invested: a significant amount in developing,
the open heart center that I-spoke of earlier;
And you can see that there’s been a significant
erosion of the market share in that service,

particularly over this time period subsequent
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to 2005.

Now, the document that Mr. Levitt testified
about yeéterday and you will in a moment at
Demonstrative 177 shows a 56 percent loss in

cath and EP procedures over this same period of

time. Do you see that?

Yes.

Al1l right. Now, let’s go back to the
Demonstrative ~179.2. As this loss was

occurring, how did you make adjustments to the
staff that was available?

Well, I think Dr. Singhi was absolutely correct
in recognizing that we reduced staff. We
reduced hours of operation. And there wefe
days we actually closed some of the procedural
rooms that were availablé. We unfortuna;ely/
during thatAperiod of time, we not able to hold
on to some of the experienced and well-trained
staff because they were 1in the position of
needing full-time work for their own personal
reasons and all. So basically, we rolled back
services.

And when vyou rolled back services by reducing

staff, how does that affect the compensation of

_the staff?
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Well, basically, they’re not getting their 40
hours a week in so their personal paychecks are
cut.

Why didn’t you just keep them on full salary? .
Because I can’'t afford to.

Why? | |

Loss of volume.

How does that relate to what you pay them?
Basically, 1f there’'s no work, we don’t need
them to be thefe putting_in hours, and if they
aon’t get hours, they don’'t get paid. f
Now, has there beén any massive layoff in the
hospital or the cardiac unit or other units to
make adjustments for the dowﬁturn in the ldss
of services such as in this unit?

We work hard at trying to avoid your choice of
term, massive layoff. A lot of this 1is done
thfough what’'s commonly referred to as'flexing
staff, come in the morning, we assess the
schedule, we assess how many admissions we've
got, how many procedures we have 1lined up.
Typically, by eight or nine o’clock in the
morning we’'re sending, you know, excess staff
home.

Why eight or nine in the morning?
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Because they come in at seven in the morning.
when the shift stérts and it gives you a couple
of hours to assess the day. And, you know, but
they go home and they don’t get paid for the
hours which they_don/t work. And also, we did
a lot of that, but there are some positions
that are eliminated, I describe those, vyou

know, primarily onesies, twosies, but as weeks

or months go by they accumulate over the course
of the yeaf. And, of coursef you know,

attrition. Unfortunately attrition doesn’t

typically happen, unfortunately the highly-

skilled people are the most mobile in leaving.

Why is that?

Because they are highly skilled in what they do
and they typically have a 1lot of years of
experience and they are the most mobile.

Okay. Let’s look at the next slide in this-
series, 179.3. Now, in addition to cardiac

services, has there been a downturn in surgery
services?

Yes. In orthopaedics, you know, not only some
of the same phenomena that I just spoke about
with the cardiology, but in addition to that

OrthoCarolina, a Charlotte-based orthopaedic
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'group is now seeing patients, I believe at

least one day a week, maybe more, inside the
Shiland Family Practice through a contractual
relationship they have with Carolinas Health
Systém. ,

and how has that affected yoﬁr orthopaedic
services?

Well, again, it just continues to support CHS's
strategy of driving referrals within an in-
network program and to get subsegquently the
surgical cases into their own facilities.

All right; And as we’'re looking at this flip
in market share; where Piedmoht had over three
times thé market share ahd now has only two-
thirds of the market share of Carolinas/ how
has that affected your ability to maintain the
same compliment of staff that K you had in 2005
in your OR suites? | .
Same thing. We're not operating the same
number of operating rooms that we did back
early in those days and we’'re dealing with 1less
staff over time.

Now,' let’s finally take a 1look at the next
slidé related to néurOSurgery. Now, what was

the market share in 20052 I'm sorry, let'’s
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move to 180-09. . Okay. What does this show,
what changes does  this show, Mr. Miller?
Actually, the neurosurgery market share shows,
again, decline from 2005 to 2011. This was
never -- unlike some of the previous ones we’'ve
looked at, if you recall this was a service
that we stérted as part of the sixth addendum.
So a relatively ﬁew service in the life span éf
the service area, but we had gotten to a 29
percent market share in 2005 and it has
likewise gone down to about 16 percent market
share in 2011.

What effect does it have on their ability to

offer a complex service such as neurosurgery

when vyour volume is cut 1in half and 1is not

substantial ‘to start with?

I believe that 1f we continue on this glide
path despite the obligation to provide this
service, we’'re not going to have the ability to
retain and keep the neurosurgeons themselves
into the market place. These are highly-
skilled individuals that are used to doing
complex cases and a steady stream of them and
working with a team of individuals, who, like

themselves, have become experienced in working
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with these complex'cases and they’ll migrate
away from Piedmont.

How will it affect the guality of your nursing
staff who have experience in your neurosurgery?
They’ll migrate out as well.

And then where would be the neurosurgical
services that would pe avéilable for York
County’residents? ‘ -
They’d have to go into Charlotte.

All right.. Okay. Now, let's turn you
attention to your communications with the
Department through Mr. Levitt related to the
effects of the approval - of Carclina .Medical
facility in Fort Mill .on the operations and
service of Piedmont. Do you recall what you
conveyed to the Department concerning what
adjustments in services and stéff that Piedmont
would make if Carolinas were approved?

Well, we provided them with some examples of
some things we would evaluate. I think, we're
not gqing to be in a position to be finite
about 1it, but clearly we would start with that
list of additional services that we added
subseqguent -- that were not part of the system

them, but that we added subsequently and we
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would probably be 1looking at the infusion

center, wound care center, pain management, you

know, we would probébly, you know, based on
this data look at downsizing the neuro, the
cardioclogy program, there is a significant gap
between where 'we were today with that service
and where we are contractually obligated to be
with that service. So ‘there’s potentially a
rolling in that. I think the special care
nursery could easily be taken back to a newborn
nursery and we would not have neonatology
coverage available at the hospital which would
put those patients in a position of having to
go to Charlotte or here to Columbia.

OCkay. Before we get into any depth on that,
any further embellishment of it, let me asgk you
instead just to -- help the judge understand
what process you have used or you expect based

on Yyour experience that the CE0O of Piedmont

would use in deciding if the volume continued

to decline and you lost two to 3,000 additional
patients and the revenue associated with the

use of their hospital,” how you would make

judgements of what to cut and where to cut it.

We would be, as you know, the data continued to

CREEL COURT REPORTING, INC.
1230 Richland Street / Columbia, SC 29201
(803) 252-3445 / (800) 822-0896

RECORD 001009




10

11

12

13

14

15

16

17
18
19
20

21

22

23
24

25

AMISUB OF SC V. SC DHEC ' 1001

unfold as it has historically, we would be
evaluating at the service 1line level, the
impact of those declines of volume were having
on us. and the revenue stream associated wifh
this and ﬁhe ability to flex and manage costs
associated with those services in order toc try
to maintain them. At some point, though, we’'re
going to hit a core level of serviées; Those
level of resources that you either can provide
the service or you no longer can, so‘it is off
and it would be an ongoing evaluation With a
pretty high level of detail.

Now, before we look at those services, help the
Court understénd how you’ve experienced the
loss in serVices vou have. A previous figure
that wés in your July 11, 2011, report showed

a loss of 2200 patients of 2005 to 2010. How

-did you maintain profitability while at the

same time you were losing over 2000 patients?

Baéically by very aggressively managing costs
in some cases on almost a daily basis. Flexing
staff. Keep in mind human resources represent
50 percent of every dollaf spent in delivering
healthcare. . So they become first and foremost

an ability to deo that. ‘ Looking at supply
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costs, looking at discretionary expenditures
and, you know, just focusing on advérse impacts
while at the same time you’'re making effort --
in our efforts to reaching other markets which>
we are trying to do to mitigate the loss but
probably predominately through cost manaéement.

Okay. All right. Now, Dan, let’s go ﬁo an
Exhibit we developed previdusly, Mr. Miller, at
210. And these .are the services you've
identified earlier as those being not

contractually reguired to the county. And how
would -- you‘ve identified and testified about
a number of services on this list. Wwhy héve
you identified them?

Because these are, for instance, let’s talk
about the women'’'s tower, I can close the
pediatric unit and migrate what pediatric

patients we may still have into a (general
patient population. I can close the OB/GYN ORs
and consolidate those into the main ORs in the
core hospital. I can 1lose the special care
nursery, eliminate neonatology and have just a
have .a well-born nursery and transfer any’
potential complex cases.

Now, if your OB, if your delivery volume
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dropped below 1200 would you have an option

" about giving up your special nursery unit?

No. Probably not. Well, actually under the
licensing regquirements, I would not be able to
maintain my Le&el II-E nursery status. |

And now the néonatologist, do you have one or
two currently on staff?

We haVé two in order to facilitate coverage.

Okay. And those are physicians?

Physicians.

who employs them?

Actually, it’s a contract service through
pediatrics, it’'s a national company.

And are they full time contract positions?

Local. Bariatric surgery 1is not a program we

would need continue. Infusion therapy program

is not one.

When vyou say need to continue, do you mean

contractually obligated?

. Not contractually obligated. Infusion therapy

is a service that helps support our oncologist

‘in the community, some of which  are doing

infusion therapy in their offices which call on
the hospital to assist with that. Wound care

center, these are patients who have had'surgery
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or some other incident that’s created a wound
and allows them to be cared for outside of the
hospital setting, the physician office setting.
Pain management 1s a program that we operate.
There are alternatives in the community for
that. And also, this is probably a
representative list of the kinds of areas that
we would evaluate very carefully.

All right. Let’s look at the prior page at
209. You had mentioned previously that scme of -
the heart center services that provided more
services than may be required under the
contract. What were you referring to?

We operate four cardiac cath units right now.
We don’t need to have but two.

Under the contract?

Under the contract. The heart dedicated-bed
unit is not an obligation. EMS i1s an area we

have significantly -- our response times in EMS
are-significantly below that we are obligated
to have in the contract and we’ve done that
through an expanded investment. What we've
done there far exceeds what we're obligated to
do there. 'And so there’s flexibility within

those even though they are contractual
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obligations..

What’'s the effect, and based on your operations
of hospitals for all the time you’ve been
involved with them, this dwindling down, paring
down of the services by product line that the
hospital would deliver?

It’s a slow death to be blunt._:It’s going to
have a ‘significant impact on the ability to
recruit and méintain quality physicians and
it’s going to affect the kind of individuals,
nursing and technical staff that you’re able to
attract to your facility as well.

All right. Mr.‘Miller, based on your knowledge
of- your medical staff\énd your experience at
Piedmont, have you had any concerné related to
the ability of the independent members of the
medical staff to remain independent?

Oh, absolutely. I aon’t think there’s any
question, if we reflect back on the shift of
referrals that are taking place by the
Carolinas Health System CPN practices, it’s
impacting those physicians who have made an
effort to remain independent and waﬁt to remain
independenﬁ and by nature like to be

independent if they want to, but they are going
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to be forced into an alignment for their own
personal survival.

If Dr. .Singhi’s group, Carolina Cardiology,
became affiliated with Carolinas, what effect
would it have on the heart center at Piedmont?

I'm not sure that the hospital wouldn’t find

" itself having a conversation with the county

about its ability to éven maihtain this
program. At a minimum we Would be faced with
the struggle of being able to retain an open
heart surgeon who isn‘t going to be able to
continue to maintain his proficiency.

If'Dr. Taylor’s group, Rock Hill GYN, became
affiliated with Carolinas and moved their
business there as other physicians have, . what
would be the effect on the operation at
Piedmont?

I've got two OB/GYNs who would be tryipg to
take care of the patient pbpulation of York
County.

Well, you could recruit another OB/GYN?

I can try.

What effect would it have on the patients that
have historically socught services there who now

see those practitioners?
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They’ll leave, they’ll have to go to Pineville
for their deliveries. They won’t deliver with
us. |

Will they also go to CMC-Fort Millv?

Yes, to the extent they offer those services.
Okay. All right. Now, 1if Carolinas’ proposed
Fort Mill hospital was approved what effect
would it have, based on your experience, on the
competition of healthcare in York County?

I‘m not sure that you would still have a
competitive model. I think -the significant
impact that the practices are having. and
continue to . have as’ well as having that
facility available to continue to basically
force the independent physicians into non-
indepeﬁdent integrated status lwith Carolinas
Health System basicélly and I think what we
would predict to Dbe la significant mnegative
shift in payor mix at Piedmont Medical Center
would move it back from where it‘is today to a
hospital comparable to what it was in 1980.

Thank you. No further gquestions, Your Honor.

THE COURT: All right. Thank you, Mr. Andrews. It

is a little after noon. It might be a good

time to take a lunch break. Wwhat do you think,
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hospital?

It is on the side where Presbyterian was going
to build.

You were shown a slide showing trend, inpatient
volume trends. Was that trend you entire
patientlvolume or was 1t just York County?

It’s my understanding it is the entire patient

population.

Dan, could
the slide
understand

population

you pull up DHEC's 1372 And this is
I was reférring to. Do you
that to be your entire patient

or just York County?

I'm sorry, it’s labeled York County inpatient
population, so I'm assuming 1it‘s York County

patient population.

If you could go to Demonstrative 211. All
right. And these were the things we talked
about earlier. These are vyour obligations
under the York County contract. Reasonable

pricing, ambulance service, capital

"reinvestnent, annual reports, right?

Correct. Those are the key elements. There
are others.
Now, you mentioned that there were various

services that you would have to consider
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cutting depending on volume, correct?

I would be in a position to evaluéte everything
fhat's available to me to potentially alter,
ves.

All right. And I asked you in your deposition

would vyou or could vyou. In other words is it
you will cut or that you may cut . How did vyou
respond?

I believe I told you, I believé the 1line of
guestioning we were engaged in was an effort
for me to be very specific and I believe my
response to vyou at the time it would be
irresponsible of me to be that specific at this
point. Basically, we would have to evaluate
the impact the various reductions in volumeé
and all that occurred when they occurréd and
make decisions accordingly.

Have you ever .described it as a possibility
that you’d cut as opposed to  that you would
cut?

I don’t think there’s any guestion whatsoever
that the -- that if we’re impacted as we
believe we would be that there would be some
alteratioﬁs in services, pofential reductions

in the workforce as a result of that.
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Part of it, yes.

Your 64-bed application indicated that you had
2200 admissions from patients in the Fort Mill,
Tega Cay area, those now three zip codes, back
then they were two and from the Clover =zip
code, 29710. And you’re proposing to build a
64-bed hospital. If you had that 1level of
ad@issiéns, meaning you had léss than 2200 from
thé Fort Mill, Tega Cay area, why would you
propose to build a 100-bed hospital up there
that proposes to serve 5500 patients in yéar
three? |
Because we believe that would be the demand on
the facility by yvear three.

All right.> Was anbthe: concept that it was a
defensive strategy?

No, we believe that we will be serving 5500
patients by vyear three. Those was our basic
projection. |

Did you testify in the previous case that it
was a defensive strategy to protect your market
share?

The whole <concept of Dbeing in Fort Mill
starting with Baxter Urgent Care, .the iﬁaging

center, putting primary care physicians in that
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market. The hospital and other activities, its
stated purpose has Dbeen fo slow the:- out-
migration of York County residents into the
Charlotte area.

And was that designed to protect other
providers, whether it is Carolinas, whether
it’s Presbyterian, whether 1t’s any other
hospitai system from encroaching on your market
share?

The stated goal of our Fort Mill stra;egy Qas
to curtail the out-migration of York County
residents from leaving York- County. People

are, you know, you own medical practices in

York County. Your rival owns medical practices
in York County. We’'re not going to keep that

from happening, but we can increase our
presence and We believe better serve the folks
in that‘ geographic by having a stronger
presence there than we have had.

Have you previously testified that it was a
defensive strategy to protect Vother systems

from encroaching on the market share?

" That is 'in fact what I just said. In essence,

ves.

And is protecting market share one of the
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purposes and needs in the State Health Plan to

vour knowledge?

A: I have no knowledge of that.

Q: Those are all the questiohs I have of Mr.
Miller.

THE COURT: Okay. All right._ Ms. Biggers?

MS. BIGGERS: No questionsg from the Department.

THE COURT: All right.

(Off the Record)

MR. MILLER - RE-DIRECT EXAMINATION BY MR. ANDREWS:

Q: Dan, please pull up CHS Exhibit 15, Qo to page
two on that. Look at the right-hand équare
footage of the facility. Mr. Miller, Mr.
Muller asked you i1f you knew the sgquare footage
of Piedmont and he drew to your attention the
215,000 squére feet that existed back in 1980
at Piedmont Medical Centef. Do you recall it
was 215,0007?

A: Correct.

Q: And you weren’'t certain of the square footage

of Piedmont Medical Center. This is an excerpt
from the emergency department expansion CON
application. Identify the existing sguare
footage without the renovations of Piedmont

Medical Center in that graph-?
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525,000 sqguare feet.

About twice the size of the hospital currently?
Correct.

And how has the hospital expanded in the past
30 years from 215,000 to over 500,000 square
feet? |

The Women’s Tower represents about 95,000
square feet and I’m; not sure what the heart
center addition that was done in 1996
represents but it’s considerably smaller than
the Women’'s Tower. |

And the balance is?

Would have been the original core building.
dkay. Now, with regard to the examinatibn of
Mr. Muller concerning the option that York
County exercised, do you know why county
officials chose-to elect to contract with Tenet
in the sixth addendum rather than accept the
offer of Carolinas to buy York County Hospital?
Yes. My understanding from the material I had
available to me and all of that, they
appreciated the long-standing relationship that
our organization had with the county, our
responsiveness to the needs of the people that

we were serving and our willingness to continue
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to grow the facility along with the growth in
the couﬁty as'well‘aé the fact that we were a
South Carolina, York County-based business.
Okay. And as far as vyou know, did they have
free choice to either accept or reject either
proposal?

Absolutely. In fact; it’s my understanding
that they were offered a rather lucrative
opportunity to make the switch.

And wﬁy didn’t they accept it?

I believe that they firmly believed that what
we were doing and what we were proposing doing
and our commitment to the community was iﬁ the
best interest of  the people who they were
elected to serve.

All right. Now, Mr. Muller showed vyou some
excerpts from the York County reports from 2000
-- I think it was '10 and '12. Let me take you
back, 1let’s look at Demonstrative, Dan, 213.
To compare the full-time, part-timg and PRN
contract staff. What were the changes in those
employees as reportea in your reports to York

County from 2007 to 20127

Well, in 2007 it was 2,113 full time employees,

1,079 in 2012. Part time dropped from 132 to
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77. Almost in half and PRN wenf up, but again,
these are individuals who are called on as-
needed basis.
MULLER: Your Honor, if I could just interject
something. And I may have ¢to retraét that.

This comes from our Exhibit?

MR. ANDREWS: That’s right.

MR.

Q:

MULLER: Thank you.

and 1looking at the change betweén 2007 and
2012, Mr. Miller, what information does this
provide to you?

That basically, we were managing the
organization and relationship to.the declines
in volumés and changes in the levels of service
that were going on in the organization at the
time. I would also offer as I commented on in
my'testimony, that this is kind of an aggregate
number. And I would suspect and offer that if
we Dbroke it out, we would find that the
hospital numbers are in even sharper decline.
We did have one service that we expanding at
the time and that was the EMS service as we
were expanding and improving response times to
the county and added employees to that service.

Okay. Now, as you were essentially reducing
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the time available to full-time employees, as
you testified earlier you did when there wasn't

sufficient work for them to do ---

Correct.
Were those nurses and technicians be
categorized as full-time or part-time

employees?

They would have been full-time individuals and
some part-time. Obviously if you are.faced
with a day in which business is soft, you would
probably hope to go to part-time employees
first to be able to float them off. The full-
time people are not immune to being floated off
on any given day.

And so would the information being reported to
the county on that full-time line item account
for the reducéd hoﬁrs available to full-time
employees as a result of the reduction in

services?

Yes,'this is not a body count. This are based
on actual paid hours for staffing. So, this 1is
a realtime€, - hourly paycheck impacting

reduction.
All right. Now, finallyﬁ let me ask you to

turn to Demonstrative 72, Dan. Mr. Miller, Mr.
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Muller had asked you whether or not the peer

group reporting to the county and Piedmont’s

performance 1in it reflected‘ any adjustment
based on the case mix index weighing to your
peer hospitals. Do you recall thét qﬁestion?

I do.

And you said it wasn'’t, what you were reporting

to the county wasn’t CMI-adjusted, correct?

Correct.

Now, did you ever propose or did .you ever
address that issﬁe with the county?

I did. I actually proposed that we use CMI-
adjusted data during our discussions on the
eighth addendum when we -- again, the primary
purpose of the eighth addendum was to basically
create clarity and the intent of the parties
and we had an extensive discussion about CMI
adjusting to the MEDPAR data at that time.

And what was the result of your propoéal?

They rejected it. .It, by their own admission
it in their minds created confusion. It was
something they didn’'t understand how it worked.
Okay. Now, have vyou applied the case mix
weighing teo the peer group hospitals in your

work on this case?
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Yes.

And what'’s reflected there in that
Demonstrative?

MULLER: Your Honor, I am going to object to
this 5ne because I don't believe this
Demonstrative matches up to what I was just
looking at in the source. Could I possibly

show the Court that?

COURT: Yes.
ANDREWS: Would you show it to me too?
MULLER: Yes.

ANDREWS : All right. I'm being informed by Mr.

Levitt this updétes what’s in the report.

We’ll be happy to turn to the report. This 1is

more current information. I wasn’t aware of
that, Your Honor. Is that all right, Mr.
Muller?

MR. MULLER: I'm sorry?

MR.

MR.

Q:

ANDREWS : Is that all right with you?

MULLER: Yes.

All right. Thanks. We can just do that. Dan,
if you could pull up the end of July 2011
report, page 24, figure 10. Thank you. Okay.
Now, what 1s this information before you, Mr.

Miller?
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This is the 2010 average MEDPAR inpatient
charges of the peer group hospitals. It shows
the average charge, the case mix index and
basically the charge adjusted for the case mix
index.

Okay. And what is -- discuss a little more
generally, if you would, I don’t know if it’'s
been throughly explained, the purpose of the
CMI adjustment?

Basically, it 1is a measure of resources thaf
are consumed in delivering care. The DRG
system basically assigns an index to each and
every procedure for which it has an assigned
code. It’s an attempt to indicate -- I guess
the best way to describe it, more compléx cases
have a higher index indicating they consume
more resources. A lower index Dbasically
reflecting on something that’s more simple and
less complex and not consume and more resources
and all. As an example on here, CMC with a
case mix of 2.0372, not surprising, it’s a
guaternary institution. It’s doing organ
transplants, level one trauma and it all,
compared to Presbyterian, Piedmont, CMC “all

seen at about 1.6 and some change indicating
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that they‘re delivering services to relatively
the same mix of services, cardiology, surgical
cases and that kind of thing comparable.

And lgt’s just for clarity then, contrast that
with‘Springs, the second one.

Springs, 1.2. It’'s a much smaller facility.
It does not have a particular capability to
provide complex servicés. It has a pretty, I
guess what we would call more traditional
community-based kind of hospital

All right. And so look at the average column,
which is what’'s reported to the county at their
request, how is that information calculated?
The average charges, 1it’s basically the total
of all cases for Medicare inpatients at these
facilities divided by Athe number of total
cases. It‘'s a simple averaée.

Without regard to the complexity or the length

of stay services?

Correct. Without regards to any of - those
influences.
All right. And then the CMI then adjusts for

the complexity?
Yes.

Understanding that more complex cases are using
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more resources, more money and more time.
Correct.

And then based on this, once the adjustment is
applied and these facilities are the ones in
the peer group that are affiliated in the peer
group in the contract, is that correct?
Correct. |

Okay. ' And after the case mix adjustment, which
hospitais‘have the highest CMI adjusted charge?
Palmetto-Baptist, Springs, Richland, Mary Black
Spartanburg.

All right. That’s enough. And which ones have
the lowest?

Gaston, CMC-Pineville, Piedmont, Presbyterian

and CcMC. In reverse order.
Okay. Thank vyou. No further gquestions, Your
Honor.

COURT: Thank vyou.

MULLER: Nothing further from me.
COURT: aAll right. Anything from the
Department? |

BIGGERS: No, Your Honor.

COURT: All right. I think we’re finished with
Mr. Miller. |

ANDREWS: We are, Your Honor.
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THE COUﬂT:‘ Sir, thank you very much. You may be
excused.

MR. ANDREWS: Your Honor, before we call Mr. Grice,
can we take a short break before we start?

THE COURT: Ten minutes.

(0ff the Record)

TﬁE COURT: Mr. Andrews.

MR. ANDREWS: 'Thank you, . Your Honor, we would like
to‘call Joel Gricei_

THE COURT: Mr. Grice.

JOEL GRICE, having been duly sworn, testified as

follows:

MR. GRICE - DIRECT EXAMINATION BY MR. ANDREWS:

Q: Good afternoon, Mr. Grice. Please state your
name and business address for the record??
A: Joel C. Grice. 430 White Falls Drive,

Columbia, South Carolina 29212.

Q: Mr. Grice, what'’'s your current employment?

A I’m‘managing partner of Grice & Whiteside, LLC.

Q: Have you retired from the state?

lA: Yes, sir. I fetired, technically, in I think
‘March of 2003 as a TERI employee but worked on
until December_ 2007. |

Q: And what was .your laét' position with the

Department? b
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I was' director of the Bureau of Health
Facilities and Services Development.

And how ;ong were Yyou with DHEC before you
retired?

I joined DHEC in 1975 and became involved with
the Certificate of Need Program in 1978. I was
total 32 years; but 29 in the Certificate of
Need Program. ‘

All right. And what was your ﬁitle in your
laét position there, Mr. Grice? |

It was bureau director of the Bureau of Health
Facilitids and Service Development. And we had
four things under us that I supervised,
Certificate of Need, tﬁe State' Health Plan
Development, the Medicaid Permit "'Program and
the Cértificate of Public Advantage Program. |
Okay. Let’s turn to your resume, which is has

beenlﬁre—admitted as Exhibit 70. And before

_one of your four areas of responsibility was

7

supervision of the CON piogram, is that
Cprrett?

Yes, sir.

Ahd how long were you in that position?

Since December'2060, as the bureau director.

But I did supervise the CON program as director
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since 1984.

Okay. So before becoming director of the
bureau, you ‘were director of the Office of
Certificate of Need, is that correct?

Yes, éir.

All fight. And how long were vyou in that
position?

A total of 16 years.

Okay. And before becoming director of the CON
Office, what responsibilities did you,havé at
DHEC?

Well, Just briefly I joined CON in 1978 as a
reviewer and was promoted in 1981 to a planner
Iv, and had some additional responsibilities,
the supervision and another new program called
The State’s Appropriates Review Program.

And what's your educational background?

I have a bachelor’s and master’s degree in
biology from the University of South Carolina.
Okay. During the course of vyour work with the
CON program, either as director of the bureau
or director of the office or as a reviewer, can
you estimate the number of CONs that you've
reviewed or supervised dﬁring that 29 vyear

period?
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Yes, sir. I would say approximately 2,000.
Okay. And would you describe, just in very
general terms, the kinds of facilities and

services that were subject to your review?
Well, of course, development of new healthlcare
facilities, and replacement facilities 1like
hospitals, nursing homes, ambulatory surgery
centers, home health agencies as well as the
purchase of sephisticated medical equipment,
like MRIs, CT scanners and‘radiation therapy
equipment, et cetera.

Okay. For those that you mentioned, the CON
applications for new hospitals. Can you
estimate how many new hospital CONVapplications
you had the occasion to review?

I think it’s for around, roughly ten or 11. I
can’t remember. It might be less than that,
seven or eight, but these were replacements
we're talking about, I believe.

All right. What different kind of new hospital
applications have you reviewed?

Well, I've reviewed Jjust eyerything from a
brand new hospital that is Dbeing established,
replacement hospitals in South Carolina, as

well as satellite facilities that were
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developed from existing hospitals in South
Carolina. |

Okay. _And. if you‘ve reviewed anywhere from
eight to ten replacement hospitals, how many
satellite hospital applications have you
reviewed?

I think it wasraround 14.

QOkay. >And have you tesfified in CON.cases on
behalf of DHEC and‘the decisions it‘’s made?
Yes, sir.

Have you been quaiified as an expertAwitness in
those cases?

I have. Yesg, sir.

Okavy. Were you involved in this case iﬁvolving
Fort Mill during the initial review prior to
Judge Matthews’ remand? '

Yes, sir. I was.

All right. Did you have any involvement in.the
review of this case subseqguent to the remand?
No, sir.

When were you retained by my firm on behalf of
Piedmont as an expert witness in this case?
During the summer of 2012.

Did you have any contact with any

representatives of Piedmont concerning your
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retention prior to the summer of 20127

No, sir. Not at all.

All right. And since being retained to work on
this case by Piedmont, what havé you done?
Basically, I have 'reviewed the applications
that I was responsible for in the decision-
making process back in 2004, 2005, as well as
the revised applications that were submitted, I
believe in 2008, ‘07, ‘08, '09. I know there .
was the hearing in 2009.

The hearing was in ‘097

Yes, sir.

And that subsegquent remand was in 20117

That’'s right. I'm SOrry. Yes, sir. I
reviewed the revised apélications that were
submitted after Judge Matthews’ order.

Okay. I would like to move this time to
qualify Mr. Grice as an expert‘ in the CON
program and healthcare planning.

COURT: Objections?

MULLER: Without objection, Your Honor.

BIGGERS: No objection.

COURT: No objection. All right. Then

there being no |

_objection Mr. Grice is hereby recognized by the
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Court as an expert in the CON program and
healthcare Planning.

Mr. Grice, you testified that vyou reviewed
about -- something on the order, based on the
math I’'ve done, 22 to 25 CON applications
involving the construction of new hospitals, is
that right?

Yes, sir.

Okay. And you'’'ve mentioned two d;fferent kind
of new hospitals, replacemént facilities and
satellite hospitals, is that correct?

That is correct.

All fight. Let’'s start with satellite
hospitals, what are the reasons, I'm sorry,
let’s start with replacement facilities first.
What are the reasons that hospitals submit CON
apprlications for vou for replacement
facilities?

Generally, our experience in South’Carolina has
been that a lot of our hospitals, particularly
county hospitals were very old,‘built back in

the late forties or early fifties and they were

antiguated. And they definitely needed to be
replaced.
All right. Have you developed a Demonstrative
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that provides a 1list of some of those you
reviewed?

Yes, sir.

Let’s pull up, Dan, Demonstrative 125. And
what’'s on your list here, Mr. Grice?

Yes, sir. The Medical University of South
Carolina, of course, Piedmont Medical Center-

Rock Hill.

Now,~repeat which Piedmont replacement hospital

was?

This is the original, the replacement of the
0old York General Hospital.

Okay.

And theﬁ we’'ve got the Carolinas Hospital in
Florence, which was a replacement of actually
two facilities in Florence, one being I think
called, Flbrence General and there’s one other.

I forgot the name of it. It was a very small
facility but Carolinas was the replacement.

And then we have St. Francis Xavier Hospital in
Charleston that was replaced with a new
faciiity over in the, gosh, I forget the name
of the area in Charleston. I'm not that
familiar with Charleston, but it’s in another

area.
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Could it be West Ashley?

West Ashley, I’ﬁ sorry. Yes, sir. And then
Coastal Carolina Hospital was a replacement of
the o0ld Jasper County Hospital in Jasper
County. The Allen Bennett Hospital was owned
by the Greenville Hospital System and it’s been
replaced in Greer, South Carolina. It’s now
known as Greer Memorial. Eaét Cooper Hospital
in Mt. Pleasant was replaced within the last
five years . to a new site in Mt. Pleasant. And
Carolina Pinés in Hartsville was a replacement

of an old‘facility'located in that town!

Now, Mr. Grice you were involved in the review -

of all of these appliéations?

Yes, éir. I was.

Now, when you reviewed these applications, what
was the Department looking for?

Well, Dbasically, need. To be sure there’s a
need for a continued services and certainly
there was. ‘And all the important criteria on
the Certificate of Need that there would be,
you know, a cést effective application and
financially feasible and growth and population
in those areas.

Okay. Now, did you ever deny one of these
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applications?

No, sir, never.

all right; Now, let's move to satellite
hospitals. How  many satellite hospitals,
again, did you say you believe you'’ve reviewed?
My memory, I think it was around 14. I aid a
list.

Have you developed a list of it?

Yes, sir.

All right. Let’s take a look at Demonstrative
109. And what is thgs a list of, Mr. Grice?
This is a list of the first satellites that we
did approve, that T wasA involved in with
reviews of the CON applications in South
Carolina. |

Okay. Define for the Court what you would mean
by a satellite hospital? Wwhat is that?

Okay. A satellite hospital 1is one where we
have the, I guess we would say, the parent
hospital that is there with a bed need, or beds
that are probabiy not properly utilized. In a
county where there’s some rapidly growing
populations in suburban ' areas. ° And they
realize that they are going to apply for the

beds that are shown as needed in the Health
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Plan, or beds that aren’'t properly utilized in
the old facility, to build a satellite in that
county in a rapidly. growing area to benefit the
system, their own system there.

And up through 2005, did the State Health Plan
address a method by which existing hospitals
would develop satellite hospitals?

No, sir. This was something that occurred and
we followed our own étandard at DHEC. And
that’s the way it was done.

All right. And what -was that standard in
general terms?

Well, the standard was 1f a hospital, you know,
could show the need for that satellite and new
additions in the county with rapidly growing
population. If they could submit " that
applicétion with their own bed need or transfer
of their Dbeds, and 1f they met all 'thé
important criterié in the Certificate of Need
regulations, they could be approved.

Okay. And in reviewing these hoépitals, what
vou define in your Demonstrative 109 as the
first satellite hospital, you mean the first in
the statev?

Yes, sir. These are some of the first we had
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in South Carolina.

What period cf time would they generally have
been developed?

It would have been, these are before the year
2000.

And describe whaﬁ you have on the list?

Well, we’'ve got St. Francis Eastside in
Greenvilie. And that was developed by the St.
Francis Hospital in Greenville, South Carolina.
Now, Trident—Summerville,‘that hospital was a
satellite in Dorcheéter County.

Of what hospital?

I‘'m SOorry. Trident-Summerville. It’s actually
called Summerville Medical Center.

Okay.

And just to prevent some confusion here,
Trident Medicél Center was developed in the
North Charleston area 1in 1975. And they
basically served Beikeley and Dorchester
County, northern Charleston. But as the growth
took place, there was a need for a hospital in
Dorchester County. And Trident built the
satellite, called Summerville Medical Center.
And Providence Northeast?

That was a satellite of Providence Hospital in
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‘Columbia, South Carolina that was developed in

the northeastern section.

All right. And we've already heard a good bit
of testimony about Georgetown—WaccamaQ. You
don’'t need to further describé that. Carolina
Women'’'s Center is that a speciality facility?
Yes,Asir. It was developed\by the Carolinas
Hospital System in Florence. ;

That system have any relationship to Carolinas
Healthcare System involved in this case?

No, sir.‘ Not aﬁ all. '

Okay. All right. Now, you‘’'ve developed a
further list of the more recent satellites?
Yes, sir.

Let’s look at that, 1it’s Demonstrative 110,

please, Dan. And what do we have here Mr.
Grice?
Okay. These are satellite hospitals developed

since the yvear 2000 in South Carolina.
As far as you know, is this a complete list of
all the satellites developed since 20007

Yes, sir. As far as I know, this is the one.

The last three on the .list are not vyet

developed. Palmetto-Parkridge is under

construction. And the 1last two are not vet
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under constrﬁction, just approved.
Okay. Describe what you're presenting here in

this demonstrative?

- Okay. We’'ve got the AnMed Women's and

Children’s Hospital in Anderson, South
Ca:olina. That was a satellite of Anderson

Médical Center.

How many beds? |

It’'s 72 "beds. ' And that same year 2002, the
Greenville -Patewood facility in the'Creenville
area that’s‘also 72 beds. That was a satellite
from beds from the Greenville Hospital System,
Greenville Memorial. And then in 2005, out of
Loris, the Loris Community Hospital developed a
saﬁellite called Seacoast Medical Center and\
it’s 50 beds. 'And also that same year, we had
the Greer Memorial Hospital that was:\also
developed by Gfeenville Hospital System. There
was also a réplacement of beds, including the
Allen Bennett Hospital. And we have also the
Pelham facility in Spartanburg, that was a
satellite of Spartanburg Regional Medical
Center. And the Roper-Mt. Pleasant is located
on Mr. Pleasant that is a satellite of Roper

Hospital in downtown Charleston.
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Is that the Roper Hospital System that’s
partially owned and managed by Carolinas, the
party in this case?

Yes, sir. It is. I think it’s ten percent
owned by the Carolinas Hospital System. Okay.
And then we have Palmetto-Parkridge, I'm sorry,
the Palmetto Baptist-Parkridge. It’s currently
under construction in the Irmo, South Carolina
area. And those beds came from directly from
Baptist Medical Center, beds that were not even
utilized.

Part of the Palmetto System here in Columbia?
Yes, sir. Palmetto Health. And then the
Roper-Berkeley, that 1s a satellite of the,
here again, the Roper Hospital‘ in downtown
Charleston. A new hospital of 50 beds 1in
Berkeley VCounty. And also Trident Regional
Medical Center in North Charleston also was
approved for a satgllitevin Berkeley County,
also for 50 beds.

Okay. Now, what I want to do is, let’s look at
some Demonstrative Maps that you asked me to
prepare. Let’s begin with Demonstrqtive 126,
Dan, to show the satellites, if you would, the

total satellites related to the Greenville
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Memorial System.

Yes, sir. There we see the two satellites, the

Greenville Memorial and Patewood Memorial that

are the two satellites of Greenville Memorial -

Hospital.
Okay. Let’s take a look then at Demonstrative
128 . for the . Roper-St. Francis System 1in

Charleston. Now, what are the satellites
affiliated with that system in the Charleston
area, Mr. Grice?

Okay. We see the Roper Hospital and here we’'ve
got the Roﬁer—Mt. Pleasant and the Roper-
Berkeley, they’'re the satellites there. And
Roper-St. Francis, of course, is also
affiliated with Roper Hospital and that’s also
a new facility, relatively new facility.

All right. It goes back a few yeafs. Twenty
yeafs can seem new.

It seems like.yesterdayvto me, yes, sir.

All right. How many hospitals including, then,
the main hospital are in the,Tri¥County area
affiliated with Roper?

The ones that have been appro&ed, I believe ---
The total?

I believe that are affiliated with Roper,
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three.
All right. And including the center, the main

hospital?»

Yes.

It would be four?

Four) that’'s correct.

All right. Let’s look at Demonstrative 130,
staying in the Tri-County area, are there any

other systems withlmultiple satellites?

Yes, sir. Trident Medical, Trident Regional
Medical Center in North Charleston. Now, it'’s
two satellites, one operational, the

Summerville Medical Center in Berkeley County
and the, I'm sorry, Summerville Medical Center
in Dorchester County and the Berkeley Medical
Center that’s approved to Jbe in Bérkeley
County.

Okay. And let’s look in the Columbia area.
What have you identified here, Mr. Grice?

Here we have Palmetto Health System now
consists of the Palmetto-Richland Hospital and

Palmetto-Baptist that are in downtown Columbia.

And their new ‘satellite ‘"that is under

construction is the Palmetto-Parkridge.

Now, we don’t have it on this map, but you
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identified previously Providence Northeast and,
of‘course, there is Providence downtown, so how
many total facilities are there in the
Providence System in Columbia?

All right. In the Providence System it would

"a total of two hospitals.

Okay. Now, Mr. Grice, have you prepared a
Demonstrative that identifies ‘what you'’'ve
preViously began testifying  about, about the
common charécteristics that you‘ve identified
over the vyears that are affiliated with
satellite hospitals?

Yes, sir.

Okay. Let’s pull that up, Dan,. Demonstrative
129. And what have you prepared here, Mr.
Grice?

Well, what I .see is some of the four main
patterns that we sée with applicants who
request approval for satellites. I think a
hospital system, 1f they see in the area, you
know, an excess capacity of their own facility
where there’s an underutilization of beds and
perhaps also, new growth areas in the county,

suburban areas particularly. They are going to

need to be able to protect and gain market
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share and this is going to strengthen the
parent hospital, in my opinion, and, of course,
I think the hospitals know this very well. if
they do not move in this ordef, they’'re going
to be damaged. Particularly, they’re going to
perhaps lose patients to other fapilities out
of county, et cetera. So ‘it’s very important
for them, particularly when we have population
growth, for them to determine what’'s the best
pattern, advance where I am or build a
satellite pérticularly if.an‘area's growing and
it’'s going to be more convenient for patients
to go to a new satellite rather than travel
some distancé to their parent hospital.

Over the last decade, what has been the trend

of large hospital systems throughout the state?

- Has it been to add beds at their main campus or

to establish satellites?

It’'s mainly satellites.

Okay. Dan, let’s go back to Demonstrative 110.
Mr. Grice, go . over the list of' hospital
satellites developed since 2000 and how many on
this 1list are affiliated with hospitals that
are not tertiary facilities, that is not

facilities that have open heart programs, and
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provide a range of complex services.

I. only see one-there; that’s the Loris, Loris
Community Hospital, which developed Sea Coast.
Loris is a smaller primary care hospital in the:
town of Loris, South Carolina in Horry County.
And it’'s not a tertiary facility.

And all the others, how would you characterize
them?

The other satellites, their parent hospitals
all have tertiary services, open heart and
other sophisticated services.

And Qhat relationship exists between the needs
and demands of those -facilities and their
development of satellite hospitals within their
system?

Well, these satellites are going to be able to
track patienfs in the rapid growing areas and
when +those patients need referral for more
complicated services, such as open heart
surgery or a therapeutic . cardiac
catheterization, they can be referred to the
parent héspital.which has those services. And
that helps maintain and substantiate the
services of the parent hospital.

Ckay. Let me take you back to the period, Mr.
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Grice, when you were director of the bureau and
you had responsibility for the position in
which you were involved in this case. Do you
remember being " first contacted . by
representatives of Piedmont related to their
interest in developing a hospital in Fort Mill?
Yes, sir. I do. I certainly do. The
administrator of the Piedmont Medical Cen£er
that testified today, Mr. Levitt, I had an
appointment With' him. This is the wusual
situation, we had thevopen—door policy when I
was at DHEC. And I welcomed people to come in
and talk about the projects so that they would
have some comfort ©prior to submitting an
application.

All right. Subéequent to meeting with them,
did you also meet with representatives of the
other applicants in this matter, Presbyterian,
Hospital Partners of America and Carolinas?
Yes, sir, absolutely.

Okay. All right. ©Now, what do you recall that
Mr; Miller and Mr. Levitt informed you about
their interest in the Fort Mill Medicai Center?
Well, they were, of course, were aware that the

2004-2005 Health Plan showed the need for 64
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beds. And they wanted just to let me‘know that
they were working on an application for a
satellite in the Fort Mill area that was going
to'be,.you know, a 64-bed facility. aAnd .they
just wanted us to be aware that the application
was under development and would be submitted
shortly.

All right. Did they discuss with vyou the
options that . were available to Piedmont
concerning the establishment of a satellite
facility or the use of the beds to expand their
existihg campus in downtown Rock Hill?

Yes, sir. Certainly, they had an option;
anybody would, the bed need was one that was
really developed by them in a health plan with
their utilization and popﬁlation growth in the
county. aAnd they could have added beds to the
existingk Piedmont Medical Center or built a
safellite. And as we discussed with other
satellites in South Carolina, in this
particular case with that rapidly growing area,
Fdrt Mill, ‘it would certainly be beneficial t§
the parent hospital like Piedmont to add that
satellite facility.

Okay. Now, at this time had you been contacted
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by anyone else concerning anyone’s interest in
the use of those beds?

No,.sir.

Okay. ' Now, the records show that in October of
2005, Piedmont withdrew and re-filed their
application . to build a satellite facility in
Fort Mill and to establish a 100-bed facility
there. Do you recall that? »

Yes, sir. |

And how did you review that change?

It was positive, in my opinion.  They had a
unigue position there because with the rapidly
growing population there at Fort Mill, that
100-bed facility, I think, was an excellent
idea. Particularly to save cost 1in the future
because it’s much more cost-effective to build
all those beds now, 1f vyou can project they
will be needed in the future. And basing it on
the growth in that areé, if they were to build
only 64 beds, probably even the second or third
year, they would be 1looking at making an
addition. And when you add an addition to an
existing hospital, 1it’s véry disruptive to the
services.

How is disruptive?
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Because you’ve got to start construction and
block off areas and the patients are somewhat,
you know, distracted and uncoﬁfortable and it’s
just not a ©pleasant situation‘ to have a
construction project going on;~

Have you seen that over thé years as hospitals

have expanded services and added beds?

I have, yes, sir. I have.

Okay. All right. Mr. Grice, 1let’s pull back
a little bit and talk more generally about what
you do when you’'re presented with application

for a satellite facility like Piedmont’s. How

do you review that?

We review it like any application. The

regulation required, you know, the standard

review process. The number of days for review,
ask for additional information. It’s reviewed
as any application would be. And, of course,

we have 30 days to review and reguest
additional information. And if we desire, we
can have a projecp review committee meeting,
meet with the applicant, let them go into more
detail with the staff.

All right. Of all the applications you’'ve

received for satellite hospitals during your 29
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year career, in particularly those that you've

more recently identified. -Did you approve
| ' , -

them?

Yes, sir. Everyone of them.

_Were any of them competing?

No, sir.

Why not?

I did not review the last two.
Other than the last two?

No, sir. They were not competing.

Were those last two competing?

No, sir. Because there was a need for each of
them. One of them transferred beds, the other
had a bed need, so basically, vou define

competing as when there’s a limited néed and
you can only approve one.

Okay. Now, did you approve Piedmont’s when you
had reviewed it and you made a decision for thé
Department in 20067

Yes, sir. I did.

Why did you do that?

I studied that very carefully. That was a
long, complicated review process. And my main
reason was I felt that there were numerous

factors there that were positive for Piedmont.
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I saw that pfbject as really protecting that
facility thaﬁ Qas built 'in the early 1980s that
had developed wiﬁh tertiary services like 6pen
heart, thét, there was begihning to be out-

migration .out of the county. And that new

satellite I knew -was going to benefit the

parent hospital, because it would attract
patients, . a lot of them who currently out-
migrate. And then those patients when they

" needed more sophisticated care 1like tertiary

services would be referred ¢to the parent
hospital, Piedmont. It woﬁld benefit the
countyf Piedmont had a great reputation, invmy
opinion having that contract with the county

that had been discussed by Mr. Miller today.

And also, I knew with that rapidly growing area

with 100 .beds, that . also was positive. But
that wasn’t the most important'thing, but I
knew that if it’s really rapidly growing like
it is, you’'re going to need more beds in the
future and that was a cost-effective way to do

it. Build it now, rather than later when cost

'go up with inflation.

Okay. Let’s take a look at Demonstrative 113.

I think vou prepared this as a 1list of. the
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items thét you identified 1in your approval
letter, is that right?

Yes, sir.

Okay. And why don’t you review just quickly
these four bullet points, do these track your
letter?

Yes, sif. The 100 beds, as I mentioned is
certainly a Dbenefit and the <contract that
Piedmont Medical Center System had with York
County.

Why was that an important issue for‘them?
Because it had been there since Piedmont was
developed and as it has been discussed today,
that left the county to be able to look at the
charges and make sure they’'re reasonable and
the other benefits involved. They’ve already
been discussed. That was Jjust very important.
And during the review I went over that and that
was unique, very unigue in this state;

All right. And the third bullet point?

The third bullet point, technically at that
time, it was only the applicant that would be

approved under the 2004-2005 ---

‘No, I'm sorry. The third, not the fourth.

I'm sorry. Demonstrate commitment to the
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county, yes. _You know,‘I was around and even
met the original administrator of’the old York
General Hospital in 1980. And that hbspital
needed replacement and it was great’ that, you
know, that AMI came in and built that new
facility. And so you think about they
developed it as a small facility over the years
and added all the services like open heart
surgery and so it’s a large facility now. . And
T think it needs to be maintained. I think,
you know, that’s very important.

Okay. Ahd what’s the fourth point?

The fourth point is that it’s the only
applicant that would be approved under 2004-
2005 State Health Plan.
That was your'finding in the letter?

It was. I had reviewed them competitively, but
I also -- as I'm required, you know, at that
time to make findings that relate to the
regulations. And I also added that in there,
which was true.

All right. We’'re not going to go into your
basis forfthat. ~That’s a statement of fact?
Okay. So Qe’ll move beyond that. Now, let me

focus on the third bullet point, which is that
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with regard to that demonstrated commitment to
the county, you were involved in the approval
of the first replacement hospital in 19807

Yes, sir. That’'s correct.

All right. So you knew abouf that? Were you
involved in the open heart surgery CON
application as well?

Yes, sir. I certainly was.

Did you appro?e that application, Mr. Grice?
No, sir. The first one I denied.

What did you deny?

Because ‘ih reviewing the criteria, I made a
mistake, actually. We had opposition from
hospitals in Charlotte, North Carolina that had
an open heart surgery and I ---

Who were they, do you remember?

I'm sure it was Carolinas Medical Center. It
may have been Presbyterian too. It's been so
long, that’s been probably pushing 20 years ago
when we reviewed that. But there was
opposition and the concern was that, you know,
right now the open heart surgery patients at
that time, 20 years ago, were going to
Charlotte.

From where?
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From York County, Rock Hill. And-I felt it was
going to had an adverse effect.

On who?

- On North Carolina hospitals.

Uh-huh (affirmative response).

and that was one of my principle reasons for
denying it.

Okayi Now, were there any border cities in
South Carolina during that same period that
also filed open heart surgery applications?
Yes, sif. .

Who was that?

Aiken; South Carolina. And we had the same
situation oécur, Aiken Regional Medical Center
applied for open heart and we had opposition
from some hospitals in Augusta, Georgia that
also had open'heart. And I also denied Aiken
for the same reason.

All right. .As a result of those two denials,
were those casés appealed?

Yes, sir, they were.

At the time before the establishment of the
Administrative Law Court, there were hearing
officers, is that correct?

That’s correct.
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All right. Now, during the pendency of those
reviews, was there any legislative action teken
concerning DHEC’s decision in these two cases?
Yes, sir. I think the Three M Committee met.
The Three M Committee being what?

The, I think Military, Medical, and ---
Municipal.

Municipal, zright. And I was thére at the
meeting and they were ---

You were invited to be present?

Yes; sir.

Did you testify?

I did.

And what was the nature of your.testimony?
Basically, the reason that I denied those was
the fact that I