North Carolina Department of Health and Human Services
Division of Health Service Regulation

Pat McCrory Richard O. Brajer
Governor Secretary DHHS
Mark Payne

Assistant Secretary for Audit and
Health Service Regulation

March 15, 2016

Marcus C. Hewitt
Smith, Moore, Leatherwood, LLP
434 Fayetteville Street, Suite 2800

Raleigh NC 27601

Exempt from Review — Replacement Equipment

Record #: 1899

Business Name: InSight Health Corp.

Business #: 1024

Project Description: ~ Replace a grandfathered mobile MRI scanner
County: Wake

Dear Mr. Hewitt:

The Healthcare Planning and Certificate of Need Section, Division of Health Service Regulation
(Agency), determined that based on your letter of March 2, 2016, the above referenced proposal is
exempt from certificate of need review in accordance with G.S 131E-184(a)(7). Therefore, you may
proceed to acquire, without a certificate of need, the General Electric Signa 1.5T mobile MRI
scanner. This determination is based on your representations that the unit will be removed from
North Carolina and will not be used again in the State without first obtaining a certificate of need.

It should be noted that the Agency's position is based solely on the facts represented by you and that
any change in facts as represented would require further consideration by this office and a separate
determination. If you have any questions concerning this matter, please feel free to contact this

office.

Sincerely, S ‘
A AN 7 W “+

Michael J. McKilli Martha J. Frisone,

Project Analyst Assistant Chief, Certificate of Need

cc: Kelli Fisk, Program Assistant, Healthcare Planning, DHSR
Acute and Home Care Licensure and Certification Section, DHSR

Healthcare Planning and Certificate of Need Section
dkh www.ncdhhs.gov o
e i's Telephone: 919-855-3873 » Fax: 919-715-4413 g
Location: Edgerton Building » 809 Ruggles Drive « Raleigh, NC 27603
Mailing Address: 2704 Mail Service Center *Raleigh, NC 27699-2704
An Equal Opportunity/ Affirmative Action Employer
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ATTORMEYS AT LAW

March 2, 2016

Martha Frisone

Assistant Chief, Certificate of Need

N.C. Department of Health & Human Services
Division of Health Service Regulation

Healthcare Planning and Certificate of Need Section
2704 Mail Service Center

Raleigh, NC 27699-2704

Re:  Notice of Exemption for Replacement Equipment - InSight Health Corp.
Grandfathered Mobile MRI Scanner
Replacement of Unit S1336M with Unit G1251A/Temporary Storage of
Replacement MRI Scanner, Wake County

Dear Ms. Frisone:

We submit this notice and request on behalf of our client, InSight Health Corp.
(“InSight”) regarding the planned replacement of the existing mobile magnetic resonance
imaging (“MRI”) scanner that was until recently located at Cornerstone Health Care, P.A.
(“Cornerstone™) in High Point and which is now located in Raleigh, North Carolina, and the
proposed temporary storage of the replacement equipment. The pertinent facts supporting this
request are outlined below.

Replacement of Unit S1336M

The sole purpose of the swap is to replace the “grandfathered” mobile MRI scanner
designated internally by InSight as “Unit S1336M”! with another mobile MRI scanner that is
already owned by InSight. Unit S1336M is a Siemens Magnetom Avanto 1.5T MRI scanner
installed in a mobile coach, which has been in service at the offices of Cornerstone Health Care
at 1814 Westchester Drive in High Point, NC since before 2009 until Cornerstone’s service
agreement was terminated in February 2016. Since Unit S1336M is a “grandfathered” mobile
MRI scanner, it is not required to serve multiple sites per week as are mobile MRI scanners
subject to a certificate of need.

' Unit S1336M has previously been recognized by the CON Section as a grandfathered mobile MRI scanner
through the CON Section’s approval of a previous replacement equipment exemption dated October 7, 2009.

Marcus C. Hewitt | Direct: 919.755.8776 | Fax: 919.838.3104 | marchewitt@smithmoorelaw.com | www.smithmoorelaw.com
ATLANTA | CHARLESTON | CHARLOTTE | GREENSBORO | GREENVILLE | RALEIGH | WILMINGTON
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Cornerstone Health Care’s contract was terminated before the end of its contract term as
a result of its failure to remain current in its payments. Unit S1336M is currently in use on a
short term basis at the office of Raleigh Radiology Cedarhurst at 1212 Cedarhurst Drive in
Raleigh, Wake County, to provide service while one of Raleigh Radiology Cedarhurst’s MRI
scanners is out of service for repairs.

Because of the termination of Cornerstone’s service agreement, InSight is currently
seeking another host site at which to place the grandfathered MRI scanner after the short-term
service in Raleigh is complete. GE Signa 1.5T units such as the replacement equipment are
desirable to many customers. Therefore the replacement will allow InSight to effectively
manage its MRI fleet and will assist its efforts to find a new host site.

InSight already owns and operates the scanner that will replace Unit S1336M. The
replacement scanner is a GE Signa 1.5T MRI scanner housed in a mobile coach, which is
designated internally as “Unit G1251A.” Unit G1251A is not currently in North Carolina.
InSight proposes to upgade the MRI scanner from 9x to 16x and refurbish the unit’s mobile
coach at a cost of $280,000 and $120,000, respectively, for a total capital cost of $400,000.
Following the refurbishment and upgrade, InSight intends to bring Unit G1251A into the state to
replace Unit S1336M, which will be removed from North Carolina.

In support of this notice, we are attaching a completed Capital Cost form (Attachment
A). Also attached is an Equipment Comparison Chart (Attachment B), which reflects that the
existing unit and the proposed replacement unit are comparable medical equipment. Both units
are 1.5T MRI scanners with comparable functionality that are used for the same diagnostic
purposes. The replacement of the existing Siemens MRI with the proposed General Electric
MRI already owned by InSight will not result in an impermissible increase in patient charges or
operating expenses, consistent with 10A N.C.A.C. 14C.0303(d)(3).  Accordingly, the
replacement of Unit S1336M with Unit G1251A is exempt from review under N.C. Gen. Stat. §
131E-184(a)(7).

Temporary Storage of Replacement Scanner

Even a short term interruption in the scanner’s power supply can cause extensive damage.
Therefore, InSight will need to store the replacement scanner at a suitable location until a new
site can be identified. InSight maintains a storage facility with appropriate power supply in
Harmony, NC (Iredell County), and proposes to store Unit G1251A there until another host site
can be identified. InSight seeks confirmation from the CON Section that temporarily placing the
replacement MRI scanner at its Harmony, NC storage facility until an alternate location can be
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identified does not constitute a new institutional health service and will not otherwise require
CON review and approval when a new host site is identified.

The situation faced by InSight now is similar to another incident in 2014 in which a
customer breached a long-term contract with InSight in Buncombe County (CON Project ID No.
B-6643-02), requiring InSight to store the MRI scanner until another host site could be found. In
that case, the Agency allowed InSight to store the MRI scanner, by decision letter dated May 5,
2014, a copy of which is attached for your reference (See Attachment C).

Conclusion

As set forth above, we request the Agency’s confirmation that the replacement of Unit
S1336M with Unit G1251A is exempt from CON review pursuant to N.C. Gen. Stat. § 131E-
184(a)(7); and that the temporary storage of the replacement scanner until it can be placed at a
new host site does not require CON review or approval.

We appreciate your review of and response to this request. Please let us know if you
have any questions or need additional information from us.

Sincerely,

SMITH MOORE LEATHERWOOD LLP

Enclosures




Project Name:

Proponent:

(9
(10)
(1

(12)
{(13)
{14)
(15)
(18)
an

(18)
(19)
(20)
(21

D.

PROJECTED CAPITAL COST

Replacement of MRI Scanner $1336M with G1251A (Grandfathered mobile MR! scanner)

InSight Health Corp,

Site Costs

Full purchase price of land
Acres Price per Acre
Closing costs

Site Inspection and Survey

Legal fees and subsoil investigation.

Site Preparation Costs
Soll Borings
Clearing-Earthwork
Fine Grade For Slab
Roads-Paving
Concrete Sidewalks
Water and Sewer
Footing Excavation
Footing Backfill
Termite Treatment
Other (Specify)

Sub-Total Site Preparation Costs

Other (Specify)

Sub-Total Site Costs

Construction Contract

Cost of Materials
General Requirements
Concrete/Masonry
Doors & Windows/Finishes
Thermal & Moisture Protection
Equipment/Specialty ltems
Mechanical/Electrical
Other (Epecify)

Sub-Total Cost of Materials

Cost of Labor

Other (Specify)

Sub-Total Construction Contract

Miscellaneous Project Costs
Building Purchase

Fixed Equipment Purchase/Lease

LA ) €5 &7 7 €0 A O A B

L R £F D € 5

Movable Equipment Purchase/Lease

Furpiture
l.andscaping
Consultant Fees
Architect and Engineering Fees
Legal Fees
Market Analysis
Other (Specify)
Sub-Total Consultant Fees

Financing Costs (e.g. Bond, Loan, elc.)

interest During Construction

Other (trailer refurbishment and MRI upgrade)

Sub-Total Miscellaneous

Total Capital Gost of Project

R R R 72 Rl

B B H

R R 7 R
L

$
8
$
$__400,000

$_400,000

[ certify that, to the best of my knowledge, the costs of the proposed project named above are complete and correct.

N/A

Date Certified:

(Signature of

icensed Architect or Engineer)

N/A

I assure thatf to the best of my knowledge, the above costs for the proposed project are complete and correct and that it is my

intent to cayry out the props

ed project as described.

Jim Varearolis, Senior VP and General Manager Date Signed:

( rz#poﬁexw Signature of Officer)

)

ective: 01/01/2013

(Title of Officer)

ATTACHMENT A

22266
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North Carolina Department of Health and Human Services
Division of Health Service Regulation

Pat McCrory Aldona Z. Wos, M.D,

Governor Ambassador (Ret.)
Secretary DHHS

Drexdal Pratt

Division Director

May 5, 2014

Allyson Jones Labban

300 North Greene Street, Suite 1400

Greensboro, NC 27401

No Review

Facility or Business:  InSight Health Corp.

Project Description: ~ Temporarily store MRI scanner at storage facility
County: Buncombe

FID #: 020752

Dear Ms. Labban:

The Certificate of Need Section (CON Section) received your letter of March 27, 2014, regarding the
above referenced proposal, Based on the CON law in effect on the date of this response to your
request, the proposal described in your correspondence is not governed by, and therefore, does not
currently require a certificate of need, However, please note that if the CON law is subsequently
amended such that the above referenced proposal would require a certificate of need, this determination
does not authorize you to proceed to develop the above referenced proposal when the new law becomes
effective,

It should be noted that this determination is binding only for the facts represented by you. Consequently,
if changes are made in the project or in the facts provided in your correspondence referenced above, a
new determination as to whether a certificate of need is required would need to be made by the Certificate
of Need Section. Changes in a project include, but are not limited to: (1) increases in the capital cost; (2)
acquisition of medical equipment not included in the original cost estimate; (3) modifications in the
design of the project; (4) change in location; and (5) any increase in the number of square feet to be
constructed.

Please contact the CON Section if you have any questions. Also, in all future correspondence you should
reference the Facility LD, # (FID) if the facility is licensed.

Sincerely; ‘

o tlaledrl Norbhal)
Julie Halatek Martha J, Frisone, Ijterim Chief
Project Analyst Certificate of Need Section

ce: Medical Facilities Planning Branch, DHSR
Certificate of Need Section

A www.ncdhhs.gov .
Telephone: 919-855-3873 + Fax: 919-733-8139 Dk

Location: Edgerton Building » 809 Ruggles Drive « Raleigh, NC 27603
Mailing Address: 2704 Mall Service Center «Raleigh, NC 27699-2704
An Equal Opportunity/ Affirmative Action Employer

x ATTACHMENT C
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March 27, 2014

Martha Frisone, Interim Chief

N.C. Department of Health & Human Setrvices
Division of Health Service Regulation
Certificate of Need Section

2704 Mail Service Center

Raleigh, NC 27699-2704

Re:  Project ID # B-6643-02, Tixed MRI Scanner, Buncombe Co,
Replacement of equipment and relocation/storage of equipment

Dear Ms, Frisone:

We submit this request on behalf of our client, InSight Health Corp. (“InSight”)
regarding the proposed replacement, relocation, and storage of the existing fixed magnetic
resonance imaging (“MRI”) scanner currently located at Marquis Diagnostic Imaging of North
Carolina, LLC (“Marquis Diagnostic”) in Asheville, North Carolina. Marc Hewitt spoke with
you earlier regarding this unique situation, and we are following up on that discussion with this
written request. The pertinent facts supporting this request ave outlined below.

Background

In 2003, InSight was granted a certificate of need (“CON”) to operate a fixed MRIL
scanner in Asheville, Buncombe County, The MRI was operated at an orthopedic physician
practice in Asheville until 2012, when InSight obtained the written acknowledgement of the

- CON Section that teplacement and relocation of the equipment to Marquis Diagnostic’s practice
location was exempt from CON review, Consistent with its representations to the CON Section,
InSight entered into a contract with Marquis Diagnostic to provide MRI services, and located the
1,5 T Siemens MRI al Marquis Diagnostic’s practice location on Centre Drive in Asheville,

Unfortunately, despite having signed a seven year confract with InSight, Marquis
Diagnostic sold its assets to another provider and has ceased operations, defaulting on its
contract. . As a result of this unforeseen situation over which InSight had no control, it must now
find an -alternate location at which to place its previously-approved MRI scanner, InSight
remains committed to providing MRI services in Buncombe County, consistent with its CON,
and is working to identify a new location, In the inferim, the landlord at Marquis Diagnostic’s
location is requiring InSight to remove the MRI scanner, Because a new site in Buncombe Co,
has not yet been identified, and because even a short term interiuption in the scanner’s power

Allyson Jones Tabbaa | Dircet 336.378.5261 | Fax 336.433.7477 | allyson Jabban@smithmaorclaw.com
Smith Moore Leatherwood LLP » Artoraeys ut Law * www.smithmoorelaw.com
300 Nosth Greene Street Suite. 1400 PO Box 21927 (27420)  Greensboro, NC 27401+ 336,378.5200
Atlanty, GA = Chadeston, SC « Chadotte, NG v Greensboso, NC * Greenville, 8C = Raleigh, NC « Wilmingion, NC




Martha Frisone, Chief
March 27, 2014
Page 2

supply can cause extensive damage, InSight needs to store the scanner until a new site can be
identified.

InSight maintains a storage facility with appropriate power supply in Harmony, NC,
outside Buncombe County, and proposes storing the unit there until another services site can be
identified. The MRI will not be used to scan patients or otherwise provides services while
outside Buncombe County, InSight secks confirmation from the CON Section that temporarily
placing the existing MR unit at its Harmony, NC storage facility until an alternate location can
be identified does not constitute a new institutional health service or otherwise require CON
review and approval,

The situation faced by InSight is similar to that of North Carolina Radiation Therapy
Management Services, Inc. (“NCRTMS"), which lost its practice Jocation in Asheville through
no fault of its own following a fire in the medical office building in which it was located.
NCRTMS was forced to store the two linear accelerators that had been operated at its practice
location until it could identify a new site from which to operate the equipment, The CON
Section allowed NCRTMS to store the equipment until a new Jocation was identified without
losing its CON, and ultimately approved a subsequent exemption request to re-activate one of the
linear accelerators and place it at a new site in Weaverville, See July 19, 2012 CON Section
Determination, (Attachment A) Like NCRTMS, InSight lost its location through the unforeseen
actions of another party, and is seeking to store its emstmg, CON-approved equipment until an
alternative location is identified.

Replacement Equipment

Additionally, InSight requests that the CON Section confirm that the replacement of the
existing MRT unit with another unit alteady owned by InSight is exempt from CON review
pursuant to N.C.G.S. § 131E-184(a)(7). In evaluating its options in light of Marquis
Diagnostic's sudden cessation of operations and contract default, InSight identified a customer
site in another state at which the unit could be put to productive use. InSight proposes to replace
the existing 1.5T Siemens MRI unit with a 1.5T General Electric MRI unit already owned by
InSight and move the existing Siemens MRI unit out of North Carolina, Accordingly, the
replacement of the exxstmg Siemens MRI unit with the proposed General Electric MRI unit will
not result in an increase in the number of MRI units in the Buncombe County inventory,

In support of this request, we are attaching a completed Equipment Comparison Chart
(Attachment B), which reflects that the existing unit and the proposed replacement unit are
comparable medical equipment. Both units are 1.5T MRI scanners with comparable
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functionality that are used for the same diagnostic purposes. The replacement of the existing
Siemens MRI with the proposed General Electric MRI already owned by InSight will not result
in an impermissible increase in patient charges or opetating expenses, consistent with 10A
N.C.A.C. 14C.0303(d)(3). ‘

We appreciate your teview of and response to this request. Please let us know if you
have any questions or need additional information from us.

Sincerely,

SMITH MOORE LEATHERWOOD LLP

ﬁzgfm bres bl
Allysoh Jone&L.abban

Enclosures




North Carolina Department of Health and Fluman Services
Division of Health Setvice Regulation
Certificate of Need Section
2704 Mail Service Center » Raleigh, North Carolina 27699-2704 ' ;

bttp:/ Awwwinedbbs pov/dhse/

Dizexdal Pratt, Director
Beveely Baves Perdue, Governor Craig R, Smith, Seotlon Chief
Albert A, Delia, Acting Seorctary Phoner (919) 855-3873 ‘
Faxs (919) 733-8139 ;

July 19,2012 . ' :

Mr, Willlam R, Shenton

PoynerSpruill

PO Box 1801 : i
Raleigh, NC 27602

RE:  No Review / North Carolina Radiation Therapy Management Services, Inc, / Relocation of Hnear
accelerator and CT scanncr / Buncosmbe County

Dear Mr, Shenton:

o s — W o

The Certificate of Need (CON) Section received your lettor of July 5, 2012 regarding the above referenced
proposal. Based on the CON law in effect on the date of this response to your request, the proposal
described in your correspondence is not governed by, and therefore, does not currently require a certificate of
need. However, please note that if the CON Jaw is subscquently amended such that the above referenced
proposal would require a certificate of need, this determinatlon does not authorize you to proceed to develop
the above referenced proposal when tho new law becomes effective,
It should be noted that this determination is binding only for the facts represented by you, Conscquently, if
chauges are made in the project or in the facts provided in your correspondence referenced above, a new
determination as to whether a cetificate of need is required would need to be made by the Certificato of
Need Section, Changes in a project include, but are not limited to! (1) inoreases in the capital cost; (2)
 aoquisition of medical equipment not included in the original cost estimate; (3) modifications in the design of
the projeot; (4) change in location; and (5) any increase in the number of square fect fo be constructed,

In addition, you should contact the Construotion Section to determine if they have any requiroments for
development of the proposed project, Please contaot the CON Scetlon if you have any questions. Also, in all
falure correspondence you should reference the Faollity 1D # (FID) If the facility Is licensed.

J

Sincgrely,
Les Brown : Craig R, $hith, Chiof

Project Analyst Certificats of Need Section

oo Medical Faoilities Planning Section, DHSR
Construction Section, DHSR

‘J Location: 809 Ruggles Drive, Dorothea Dix Hospltal Campus, Raleigh, N.C, 27603 %
: An Equal Opportunity/Affirmative Action Employer L

‘ : Attachment A
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b

% Willam R, Shenlon

July 6, 2012 Lo
D 919,783,2047
) F:919,783,1075
HAND DELIVERY : wshenlon@poynersprufilcom
Craig R. Smith Martha Frlsohe
Chief Assistant Chief
CON Section CON Ssctlon
809 Ruggles Drive , 809 Ruggles Drive
Raleigh, NC 27603 Ralelgh, NC 27603

RE: North Carolina Radlatlon Therapy Management Services, Inc.
Relocation of Linear Accelerator to Weaverville

Dear Mr, Smith and Ms. Frisone:

{ am wrlting on behalf of North Catolina Radiation Therapy Management Services, Inc. ("NCGRTMS") to
follow up on prior communications about the llnear acoelerators that It operated at 445 Biltmore Avenue In
Ashaville, This Istter describes plans by NCRTMS ta re-activate one of these linear accelerators, and
looate it on & site In Weaverville, a town In Buncombe County located about 15 miles north of Ashevilla,
After you have had an opportunity to review this proposal, we request that you confirm that the activities
described do not constitute a new Institutional health service at all and that NCRTMS does not need ta
obtain a certificate of need (o proceed with lts plans for the Weaverville site.

BACKGROUND

You may recall that the Reglonal Operations Director for NCRTMS in North Carolina, Rosa Mayner, and |
met with you early In March and during our meeting-she explained that, NCRTMS was activaly exploring
options for the sites of the two linear accelerators that were digplaced from the Blitmore Avenue locatlon
in July of 2011 when a fire caused significant damage to the bullding. NCRTMS had operated a Siemens
Oncor linear accelerator (“the Slemens Linac*) and a Varlan 600 linear accelerator at 446 Biltmore
" Averite before the flre. Onoa it got access to the bullding, NCRTMS removed the linear accelarators from
thelr ground floor location while NCRTMS awalted news about the buliding owner's plans ta make the
space useable again, ‘ C

As Ms, Maynor explained during our meeting In early March, when a good bit of time already had elapsed
since the fire, there was no definite word on when the 445 Biltmore bullding would be available,
Unfortunately, that Is still the case. At the time of our meeting, there was a tentative indicatlon that the
building might be ready for accupancy somstime In July of this year, aAmost a full.year after the fire,
However, the latest word as of early this month is that It will be about five more months bafore NCRTMS
oould even begin renovations at the 445 Blitmore Avenue Iocation, The continued unavallabliity of these
two linacs has oreated a significant burden an patlents and physiclans since the flre, A& you know, the
CON Section confirmed that NCRTMS could purchase ownership Intetests asseclated with the operation
of a linear accelerator at 20 Medical Park in Asheville. This made more capacity available, but it is not
adequate to treat all the patients referred to NCRTMS while the other two linacs hava been out of service,
As a result, NCRTMS has been making arrangements since the fire to refer some patlents to its centers In
~ Marion, Park Ridge and Clyde, but while these two linacs have been out of commisslon, a number of
patlents also had to be referred to other providers for radiation therapy, :

WWW.POYNERSPRUILL.COM RALEIGH ’/ CHARLOYTE /  ROGHYMOUNT /  SOUTHERN PINES

301 Fayeliovillo Stieat, Suite 1200, Ralalgh, RC 27608 . PO, Bax {604, Ralelgh, NC 27602-1804 . P; 048,743.6400

\Poyner Spruill”
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Martha Frisone
July 5, 2012
Page 2

As Ms. Maynor explained at our meeting, NCRTMS Is committed to continue to operale three linear
accelerators In Buncombe County; and above all else, it does not want to proceed with any actions that
would Jeopardize its abllity to continue to do so,  After explaining the clroumstances surrounding the fire
during ourmeating, we did not Undaerstand you to Indicate that you foresee any Immediate clrcumstance
In which the abllity of NCRTMS lo continue to operate all three iinear accelerators In the future would be
compromisad,

As we Indicated back In March, as the timaline for occupancy at 445 Blltmere Avenue continued to grow,
NCRTMS had begun to explore alternative locations for the two linear accelerators that had been
deployed there. After consideration of alternatives, and taking account of the continued uncertainty about
when the 445 Biltmore premises can be restored fo thelr pre-fire conditlon, NCRTMS has developed
detalled plans to deploy the Slemens Linac fo a site In Weaverville, which Is stifl In Buncombe County,
where a medical offlce building wiil be constructed. Deploying the Sieniens Linac on this Weavervllle site
will allow lts capacily to come back on line, and establish a site In northern Buncombe County where
patients can recelve radlation therapy. ' ’

This letter presents the basls for determining that the steps necessary to operate the Siemens Linac In
Weavervllle will not constitute a new Institutional health service, We request your earfiest possible review
and consideration of this proposal In order o restore these vitally needed traatment resources,

h THE WEAVERVILLE SITE

The Weaverville Site Is a 1.4 acre parcel of land located on Old Mars HIl Hwy at the Exlt 17 interchange
of US Highway 19 and 23, 1t s avallable at a cost of $325,000, A development company that has done
construction for NCRTMS In the past but which Is not a subsidiary of NORTMS has a contractual right to
purchase the slte but has not done so as yet. It plans to construct & physician office bullding conslsting of
a total of 11,000 square feet, Approximately 2,818 square feet In this buliding will be used to support the
operatlon of the Siemens Linac. Included In this radiation therapy space Is & 1600 square-foot bunker
that will house the Slemens Linac. Approximatsly 8,309 square feet In the bullding will be used as
medieal office space, The bulliing also will have a front desk/walting area conslsting of 1,872 square
faet, which will be used by patients who come (o be seen by the physiclan group or for radialion therapy.

The document attached to this letter as Exhiblt 1 summarlzes the cost information presented below.

A, Overview of All Consfruction Costs
Detalls of the construction costs of the araas In the buifding are provided in Exhibit 2, which Includes an
affidavit from Mr. John Elfls, providing background delalls about the costs descrlbed In his letter, which
also Is Included In Exhlbit 2;

« The projected construction cost assoclated with the 2819 square feet-of space thal would be
used in connection with the operation of the Siemens Linac Is $1,234,750;

. 'Tﬁe projected constructlon cost for 6,309 square fest of general medical office space that Is hot
assoclated with the provision of radiation therapy services Is $1,5677,250;

« The projecled construction cost of the Front Desl/Walling Area of 1,872 square feet that will be
jolntly used by all patients, is $468,000; and :

= Projected site work and architectural and englneering feas for the bullding totaling $700,000,

o s b e o,
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The sum of these four compohents of the bullding match the total amount of $3,980,000 identified by Mr.'
Ellis in his letter for all construction casts associated with the entire building,

B, The Physician Office Bujlding

The medical offlce space in the building will consist of 6,308 square feet which will be used for physiclan
practice offices, and will not support the operation of the linear accelerator in any way. A letter s being
submitted on behalf of the devsloper of the physiclan offlce buliding to present the grounds for an

* exemption under N.C. Gen, Stal, § 131E-184(a)(8). NCRTMS has a management sarvices agreement
with the physician practice which Includes medical oncologists and radlalion oncologists, Under the
terms of that agresment, NCRTMS will make this office space avallable to the physiclan group for the
operalion of their medical practice, Since none of these activities constitute a new Institutional heafth
service, the construction costs for the medloal office space should be viewed under the physlelan offlce
bullding exemption, as described in Section Il A below, and none of the costs associated with
construction of thess physiclan office areas are pertinent to the cost review thresholds In the CON Law.

C. Radlation Therapy Areas in the Bullding

The attached Exhibit 3 Inctudes a first page which identifies the costs associated with each of the
radiation therapy-related areas as well as the square footage of each; and a floor plan showing these
areas as a sacond page. All of this space will be leased from the bullding developer by NCRTMS in a falr
market lease. Under tha terms of its management services agreement with the physiclan group,
NCRTMS will make thess areas avallable to the physlelan practice for ireatment of patlents on the
Siemens Linas.

All of the space needed to support the linac operatlon has been Included. The linear accelerator vault
and lts control room are included (1600 square feet), as well as all of the other areas naseded for
operatlon of the radiation thetapy service. The radlatlon therapy area will bs designed to accemmodate a
CT soanner that has been operated at the NCRTMS oncology treatment center located on the campus of
Park Rldge Hospltal (see further detalls in Section E, below), and the area nesded for the CT scanner
(500 square feet} also Is Included In the computation, Alf of the construction costs that are described In
this letter have baen reviewed and confirmed by Mr. John 8, Ellls, an architact licensed to practice in
‘North Carolina, The affidavit of Mr. Ellis and other materlals In Exhiblt 2 present his confirmation that the
cost projection of $1,234,760 for the constructlon of the radiation therapy related areas Is reasonable,
based on his experlence. :

D, Apportloning Construction Costs for Shared Areas and Features

To apporilon the costs of the radiation therapy area In the bullding, the total cost of the land and the
construction expensa was apportloned according to the proportional slze of the areas In the bullding, To
obtaln the proportional size of the Radlation Therapy Area and the medical office space, we have
excluded the Front DeslivWaiting Area that will be used jointly by radiation therapy patients and patlents
visiting the-medical offices, and added the total square footage of the radiation therapy space with the
areas that will be exclusively used for medical office space o obtain the appropriate ratio;

(Radlation Therapy ~ 2,819) + {Medical Office - 5,308) = 9,128 Square feet.

That total of 8,128 was used as the denominator to determine the relative proportion of the two areas:

e
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Radlation Therapy Area; 2,819/ 9128 = 3088209 rounded up to 31,0 %; and
Medioal Office Space; 6,309/ 6128 = 89117 rounded down to 69.0 %.

This computation provides the basls for apportioning construction costs for arsas or features tat are
shared between the physiclan office and radiation therapy areas In the buildin? at the Weaverviile Site,
The basis for the total cost of the Front Dask/\Walting Area Is the application of the same $250 per squara
foot cost as the other non-specialized areas of the bullding.

Since the cost of the land, site work and the archifectural and engineering fees will be included In the rent
charged by the developer to NCRTMS fo lease the radlation therapy space, and the rebt will not be
treated by NCRTMS as a capital cost at all, it could be argued that none of these costs need fo be
included In an overall computation for the purpose of determining whether a cerilficate of need will be
required. Nevertheless, the following computations appottion 31 percent of the total value of each
compenent to Radiation Therapy, based on the pro rata calculation above:

Front Desk/Waiting (3468,000) X3 = $145,080.00
Land Cost ($ 326,000) X381 = $ 100,750.00
A & E ($250,000) X3 = § 77,500.00
Site Wark ($450,000) X3 = $ 139,600.00

TOTAL . $462,830.00

E. The Equipment to be Deployed at the Weaverville Site

The madical equipment to be moved to Weavenville consists of the Slemens Linac and a CT scanner,
each of which already s owned by NCRTMS, The CT scanner will be relocated from the NCRTMS Park
Ridge Genter in Hendersonviite, When the fire ocourred, NCRTMS had been oparating a CT scanner al
the 445 Biltmore Avenue location. Due to the heed for the authorlties to Investigate the fire and make
other arrangements to clear the building to be re-entered, there was a delay before NCRTMS could even
enter the hullding to assess damage and remove any of lis equipment, In thé meantime, CT scanner

. capadcity was needed, and so NORTMS proceeded to purchase a reconditioned CT machine, This CT
machine was Installed at the NCRTMS center In Hendersonville and has been operated thers since then.
NGRTMS Is proposing to relocate that CT machine from Hendersonvilie to the Weavervitie Site,

Tha Slemens Linac had been oparated at the 445 Blltmore Avenus location since July of 2007, untit the
fire tast July. It and the Varlan 600 Linac were placed in storage after the fire, once the Investlgation was
complste and NCRTMS could re~-enter the building for the first time to assess damage, Sinca thelr
removal from 445 Biltmore Avenue, both linacs have been stored In the Ashevllle area,

. i

Since nelther the Slemens Linac nor the CT machine will be acquired for the first time for deployment in
Weaverville, there will be no acquisition cost for elther machine at the Weavervilla site, Howaver, for
refarsnce purposes, this CT machine had a book value of $209,565 al the me it was purchased after the
fire In 2011, and lts book value as of May 31 was $183,184, In purchasing this CT machine, NCRTMS
did not acquire equlpment that would requlre a certificate of heed because CT machines are not among
the equipment for which a certificate of need Is required as a matter of course, and because the value of
this CT machine was much less than the cost threshold for Major Medical Equipment in the CON Law,
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In additlon, once NGRTMS was able to re-enter the 445 Biltmore Avenue location, it moved the CT
scanner that had heen operated there out of state, and so the purchase and deployment of the CT
machine in Hendarsonville did not result In the creation of any additional diagnostic capacity.

F. Costs to Deploy the Siemens Linac and CT Scanner In Weaverviile

The attached Exhiblt 3 Identifles the costs assoclated with moving and Installing the CT Scanner
($30,000) and also documents the cost to move and Install the Slemens Linac ($130,000). Howaver, for
reasons discussed below In Saction Il G, the cost to relosate the Slemens Linag should not be included
In computing the total cost of radiation therapy activilles on the Weavarville site,

G, Other Associated Costs

NCRTMS also has reviewed the ofher costs that are assoclated with its development of plans for the
Weaverville slite. As the arehltect, Mr, John Ellls, confirms In his affidavit, the costs assoclated with the
work of his firm are included in the cost totals that are presantad in his lelter. Other than engaging the
architectural firm, NCRTMS did not employ any other outside consuitants but there was some Internal
staff time Involved in the following activities: 1) Site assessment; 2) Feaslbliity studies; and 3)
Development of cost estimates and other supporting materials. These activities were carrlad out by
NCRTMS staff who work in the Asheville area, and by staff from an office In Florlda, All of these costs
were Incurred as these employees carried out thelr job functions; and the expense of thelr employment
would be Inourred regardless of the Weaverville Proposal, and so the limited employes costs need hot
even be Included in the computation, Nevertheless, the folal cost of all staff ime and expenses, including
travel expenses, has been computed to be $11,625, and in order to eliminate any concern about the -
excluslor of thesa costs, they all are Included In the computation of capltal costs assoclated with the
Weaverviile site, In Section | H, below.

H. The total of all the costs Identified above Is less than § 2 Milllon, -

The following computatlon aggregates the speclfic construction costs for the radiation therapy area with

the additional apporiioned construction costs and other expenses identified. When all the costs identifled

above In Sections C, D, F, and G are combined, ihe total Is less than the capltal sxpenditure threshold of
-3 2 Mitllon In N.C. Gen, Stat. § 131E-176(16)(b):

Radiation Therapy Construction Costs $ 1,234,750.00
Radiation Therapy Apportloned Cosis $ 462,830.00
CT Transportation & Installation Costs $  30,000.00
Internal Staff Time and Expense $  11,625.00

TOTAL " $, 1,738,106.00

I ANALYSIS OF ISSUES UNDER THE CON LAW

Based on the Information provided In, and attached to, this letter, Il is clear that the plans to offer radiation
therapy services at the Weavarville site through ils two Slemens Linacs (‘the Weavervllle Proposal’) do

[
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not constitute a "New Institutional Health Service” and that no certificate of need Is.required, The
information provided about the Weaverville Proposal comprehensively documents all of the costs
assoclated with the establishment of radlation therapy services on the Weaverviile site, The linear
accelerator and CT scanner that ara to be deployed there already are owned by NCRTMS, Therefore, no
acquisition cost Is assoclated with the equipment. Furthermore, the costs of reactivating the Siemens
Linac, Including transportation and installation at the Weaverville site, also should be excludad from the
cost computation because these activities constitute nothing more than reactivating equipment that had to
be removed and stored as a direct result of a natural disaster, the fira at the 445 Blltmore location,

What follows s a polnt-by-polnt analysis of all of the astivilles describad abova, In light of perfinent
components. of the dafinition of new Institutional health services in the Certificate of Need Law.

A, The general medical office space In the huilding Is éxempt from CON review.

The construction of the 6,309 square feet of medical office space In the bullding and the assoclated costs
should be exempled under the provision for exemption of construstion of physlclan office bullding space
set forth In N.C, Gen, Stat. § 131E-184(a)(9). This provislon exempts from certificate of heed review any
aclivities or costs assoclated with the development or acaulsltlon of a physiclan office building, regardless
of cost, and so long as no new inslitutional health service (other than a capltal expenditure exceeding
$2,000,000) is to be offerad or developed in the bullding. As the followlng analysis establishes, a careful
review of each of the other components of the definition of new Institutional heaith service, shows that no
new institutional health service will ba devsloped or offered In the bullding. By the express terms of the
exemption itself, capltal expehditures exceeding $2 Milllon are excluded from conslderation, Therefore,
none of the costs attributable to the construction of the general medical office space should be
consldered as part of the computation, The capltal costs to construct the Radiation Therapy Ares, or
which are proportionately aftributed to that ares In the bullding, are addressed baelow In Section If C.

B, The Weaverville Proposal does not sonstitute the establishment of a new health service facility.

No aspect of the Weaverville Proposal can be nferpreted as the establishment of & new "health service
facllity,” defined In N.C. Gen. Stat. § 131E~178(8b): :

"Health service facliity” means a hospltal; long term care hospltal; psyshlatric facility;
rehabilitation facllity: nursing home facllity; adult care homs; kidney disease treatment
center, Including freestanding hemodialysis units; Intermediate care facilily for the
mentally retarded; home health agancy office; chemical dependency treatment facllity;
diagnostic center; hospice office, hosplos inpatient facllity, hosploe residential care
faciiity; and ambulatory surgicat facliity.

None of these types of facllitles will be established In Weaverville The CT scanner may used for some
diagnostic procedures, In addition to treatment planning for the linear dccelerator, But even when the CT
scanngr’s current vaiue is added to the construction costs for the CT area at the Weaverville site, the total
is below the $500,000 level at which a dlaghoslic center would be deemed to be established;

“Dlagnostic center” means a freestanding facllity, program, or provider, Including but not
limited to, physiclans' offices, clinleal laboratories, radiology centers, and mobile
dlagnostic programs, In which the fotal cost of all the medical dlagnostic equipmeant
utilized by the fachity which cost ten thousand doilars ($10,000) or more exceads five
hundred thousand dollars ($600,000). in determining whether the medical dlagnostic
squipment In a dlagnostic center costs more than five hundred thousand dollars
($500,000), the costs of the equipment, studles, surveys, designs, plans, working
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drawlngs, speclfications, construction, Instaliation, and other activitles essential to
acquiring and making operational the equipment shall be included, The capltal
expenditurs for the equipment shall be deemad to be the falr market value of the
squipment o the cost of the equipment, whichever s greater,

_ The deployment of the CT scanner in Weavervllie wili not resuit in the establishment of a dlagnostio

center, Even whan the construction cost for the CT area and controf room ($176,000) and the cost of its
transportation and Installation ($30,000), s added to the current value of the CT scanner ($183,184 as
indicated above In Seotion | EJ, the resulting total of $388,184 is well below the $600,000 threshold that
would constltute the establishment of a diagnostic center. The only other ltem of diagnostic equipment
costing more than $10,000 that may be deployed in the bullding Is ah ulirasound machine, which has a
valus of no more than $70,000, and which will be Installed In the physiolan office space. This ultragound
machine wiii serve patlents of the physician practice and will not be operatad In conjunciion with the
radlation therapy equipment, However, In order to address thls issue simply, even when the value of this
ultrasound machine Is added to the costs computed previously, the lotal Is below the $500,000 threshold
at which a diagnostic center would be established: ($388,184 + $70,000 = $458,184), Thus, It Is olear
that nelther a dlagnostic center nar any of the other types of health service facllities identified in the CON
Law are Involved In the Weavervilie Proposal,

Finally, since no health service facility Is Involved at al, the Weaverville Proposal also wilf not Involve a
relocation of a health service facllity from one service area to anather that Is subject to review under N.C.
Gen, Stat. § 131E-176(16)(q). In fact, the squipment-will remain In Buncombe Counly and would not be
leaving the service area at any rate.

C. The Weaverville Proposal will not invalve capital expenditures that constitute new Institutfonal
heaith services subject fo review,

The total amount derived from all the computatlons in Section | of this letter is $1,736,105. It fs
notewerthy that thls computation actually apportions parts of the costs of the architactural and
englneering costs, site work, base bullding casts, and even the land purchase, although all of these costs
will be incurred by the developer, This approach Is significantly more inclusive than the methodology
_adopted In the Final Agency Daclston in a cass involving an Ashevlile oncology practice’s proposal to
install and operate a linear accelerator and CT soannar In a hew physiclan office bullding. See Mission
Hosps., Inc. v. N.C, DHHS, 205 N.C, App. 35, 696 8.E.2d 163 (2010},

in the- appeal stemniing from that case, the Court of Appeals upheld the Divislon’s approach of evalualing
. the applicable CON threshold dollar amounts based solely upon costs that were fruly essential to
“acquiring and making operational the inear accelerator and CT scanner. Under the approach affrmed in
this case, a developer's base cosls to construct an exampt physlolan office bullding are disregarded and
nead not be Included In determining whether & cost threshold In the CON Law has been exceeded. /d. at
60-55, 696 S.E2d at 174-77. If that approach were carried through to the analysis of costs assoclated
with the Weaverville Stte, then all of the developer's base costs would be excluded and the only costs to
be Included would be the specialized construction for the Siemens Linac and the CT acanner, However,
to simpllfy the analysls of this Issus, NCRTMS has adopted a much more conservative approach to
computing the costs for lls Weaverville Proposal, and has included a broad range of the base building

-costs,

From this information, it Is olear that even after inaluding a number of costs which need not be computed
at all In exarining the costs “essantlal” to the Weaverville Proposal -- within the meaning of the CON
Law--the total still falls below the $2,000,000 threshold established in N.C. Gen, Stat. § 131E-176(16)(b).

et ot b AP
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Italso Is clear that the Weaverville Proposal will not lnvolve an acquisition of major medical equipment
that would be subject to review under that capital expenditure threshold In the CON Law, N.C., Gen, Stat,
§ 131E-176(16){p). All of the squipment alraady Is owned by NCRTMS.

The cost of transporting and Installing the Siemens Oncor linear accelerator has not been Included In the
computation to this point because the heed to relocate and Instalf this linear accelerator arose as a result
of the ire at 445 Biltmare Avenue. In transporting the Siemens Linac from storage and Instaliing It In a
focation where It can resume operations, NCRTMS will be underiaking activities, and Incurring expenses,
that will only serve 1o re-establish the operatlon of an asset that already was In cperation and already had
been capltalized on the NCRTMS accounts, On the firstday It began operations at 445 Bllimore Avenue,
all of the costs of Its acquisition, fransport, and installation at the 445 Blltmore Avenue locatlon already
had bsen Incurred and were on he books and subjsct to amortization as capltal expenditures, accounted
for over the projected useful life of the machine, Thus, in transporing and Installing the Slemens Linac in
Weaverville, NCRTMS will simply be Inourring an expense to resiore operational capacily that already
was on the books, The cost to remove it from 446 Biltmore Avenue and store it over these past months
has been covered In large part by an insurance poliey, which also will cover at least part of the cost of
moving it and making It operationat agaln In Weaverville, Any remalning costs not covered by insurance
will be aceounted for as an expenss of operatlon and malntenance and will not be a capltal expenditure
that falls within the capital cost thresholds set out In the CON Law, Therefore, none of the costs
assoclated with deployment of the Slemens Linac In Weaverville are capltal costs at all,

D, No specified equipment or services subject to review will be involved,

Since the linear acceleralor and CT scanner that wilt be deployed In Weaverville already are owned by
NCRTMS, there will be no acquisition of equipment as part of the proposal, None of the equipment iterns
llsted In N,C. Gen, Stat, § 131E-176(f1) will be acquirad as part of the Weaverville Proposal, Likewlss,
none of the services listed In N.C, Gen. Stat, § 131E-176(f) Wil be Involved In the Weaverville Proposal,

E. No other component of the definition of Newlnstltuthnal Health Service Is implicated,

it also Is clear that there will be no health servica facliity beds, no dlalysis, hospice or home health
services Involved, no operating rooms or ambulatogl surgery faclliles, and no mobile medical equipment
_involved and hencs, none of the other presently codified and effective components of the definition of new
Institutional heaith service have any appfication to any aspect of the Weaverville Proposal. Sse N.C.
Gen. Stat. § 131E-176(16) (o), (d),(e),(1},{m),(n),{o},{r),(s),{u), and {v). :
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Hin CONGLUSIO

The detalled Information provided In this letter and In the altached materials establishes that a total cost
projection of $1,738,106 for alt activities associated with the deployment of the linac and CT scanner to
Weaverville Is reasonable. Accordingly, based on the Information provided, and In light of that cost
projection, which Is supported by the affidavit and othar materlals from Mr, Ellls, there is no reason o

Include a contingency faotor. .

However, even If one adds every bit of the $130,000 cost to fransport and install the Slemens Linac fo
the total cost of $1,739,105 Identified above, the resulting sum of $1,869,105 silll clearly falls below the
$2 Milllon capital expenditure threshold that would frigger review,

Based on the informatlon provided in this letter and the enclosed material, NCRTMS doas not require a
cerlificate of need to proceed with its plans for Weaverville, which do not constltute a new Institutional
health service. We expect to be able to get back in touch with you In the next few weeks concerning the
daployment of a replacement machine for the'older, Varlan 600 linear accelerator that had been in
operation at 445 Blltmore Avenue and which will remaln in storage until more conarete Information Is
avallable about deployment back to 445 Biltmore Avenue, or to another, as yet unidentified site.

Thank-you agaln for your attentlon to this matter, and In light of theA lengthy delay that has already
occurrad sinca the fire, we respeotfully request your consideration of expediting your decision on this

matter. .

Very truly yours,

A

Willlam R, Shenton
Parlner

WRS:kih




EXHIBIT 1

EXECUTIVE SUMMARY OF KEY DETAILS OF THE WEAVERVILLE SITE
I Overview Of Construction Costs "

Approximately 2,819 squars feet In this building will be used to support the operation of
the Siemens Linac. Included in this radiation therapy space Is a 1800 square-foot
bunker that will house the Slemens Linac, '

Approximately 8,309 square feet in the bullding will be used as medical office space.

The bullding also will have a front desk/walting area consisting of 1,872 square feet,
which will be used by patients who come to be seen by the physiclan group or for
radiation therapy.

Details of the construction costs of the arsas In the building are prc;vided in Exhibit 1,
which Includes an affidavit from Mr. John Ellis, providing background detalls about the
costs described in his letter, which also Is Included in Exhibit 1:

. The projected construction cost assoclated with the 2819 square feet of
space that would be used In connection with the operation of the Slemens

Linac Is $1,234,750;

* The projected construction cost for 6,309 square feet of general medical
office space that Is not assoclated with the provision of radiation therapy
services is $1,677,280; :

» The.projected construction cost of the Front Desk/Walting Area of 1,872
square feet that will be jointly used by all patlents, is $468,000; and

e Projected site work and architectural and ehginearlng fees for the bullding
totaling $700,000. '

1. - Apportioning The Non-Radlation Therapy Costs

To apportion the costs of the radiation therapy area in the bullding, the total cost of the
land and the construction expense was apportioned according to the proportional size of
the areas in the building. To obtain the proportional size of the Radlation Therapy Area
and the medical office space, we have excluded the Front Desk/Walting Area that will
be used Jointly by radiation therapy patients and patients visiting the medical offices,
and added the total square footage of the radiation therapy space with the areas that
will be exclusively used for medical office space to obtain the appropriate ratio:

. (Radiation Therapy - 2,818) + (Medical Office - 6,309) = 8,128 Square
feet, . ,

That total of 9,128 square feet was used as the denominator to determine the relative
proportion of the two areas In the computation which follows.

v ————— e
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o Radiation Therapy Area: 2,819/ 9128 =,3088299 rounded up fo 31,0 %;
and ‘

° Medical Office Space; 6,309/ 9128 = 89117 rounded down to 69,0 %,

° Since the cost of the land, site work and the architectural and engineering
tees will be included in the rant charged by the developer to NCRTMS to
lease the radiation therapy space, and the rent will not be treated by
NCRTMS as a capital cost at all, it could be argued that none of these
costs need to be Included in an overall computation for the purpose of
determining whether a certificate of need will be required, Nevertheless,
the following computations apportion 31 peroent of the total value of each
component to Radiation Therapy, based on the pro rata caleulation above: -

FrontDesk/Waiting . X.31 = $145,080.00
($468,000)

Land Cost (§ 325,000) X31 = $100,750.00
A & E ($250,000) X.31 = $ 77,500,00
Site Work ($460,000) X.31 = $139,500.00
TOTAL ' $ 462,830.00

l,  The Total Of All The Costs Identified Is Less Than § 2 Million,

The following computation aggregates the specific construction costs for the radiation:
therapy area with the additional apportioned construction costs and other expenses
identified. When all the costs identified are combiiied, the total is less than the capital
expenditure threshold of $ 2 Million In N.C, Gen, Stat. § 131E-176(16)(b):

- Radlation Therapy Construction Costs $ 1,234,760.00
Radlation Therapy Apportioned Costs $ 462,830.00
CT Transportation & Installation Costs $  30,000.00
Internal Staff Time and Expense $  11,625,00

TOTAL $ 1,739,106.00




EXHIBIT 2

AFFIDAVIT OF JOHN 8, ELLIS, AIA

John 8. Ellis, being first duly sworn, deposes and says:

1. My name is John S. Ellis, and I am a member of the American Institute of Architeots and
a licensed architeot in the State of North Carolina,

2, I am g shareholder in Bowers, Ellis & Watson Architects, PA whioch has an office in
Asheville, North Carolina, Our firm has experience in planning and designing buildings
and structures for health care facilities, including radiation therapy services, We have
purticipated in the design and construction of at least six radiation therapy projects here in
western North Carolina that included linear accelorators,

3, As a result of our firm’s experience and my own personal experience, 1 have detailed
knowledge of the costs incurred to construct structures for health care services in the
Asheville area, including radiation therapy services provided through linear accelerators.

4, At the request of M, Ricardo Andisco of Radiation Therapy Services, Inc., I prepared the
letter dated June 15, 2012, that is attached as Exhibit A, to present our firm’s architectural
and engineering proposal and the probable construction costs for a building to be built on
a site located north of Asheville at the intersection of Jupiter Road and US Routes 19 &
23 in Weaverville, North Carolina,

5. The attached Bxhibit B shows the planned location of the building and parking area on
the Weaverville site. The building planned for this site would contain a total usable area
of 11,000 gquare feet, with 6,309 square feot to be used as general medical office space,
2,819 squate feet to be used for the radiation therapy services, and the remaining 1,872

_ square feet consisting of a front desk and waiting area, jointly used by patients seen in
either the medical practices in the building, o in the radiation therapy area,

6, The letter attached as Exhibit A presents the probable construction cost that will be
incurred to construct the 8,181 square feet of the building that will be used as general
medical office space, and the front desk/waiting area. The probable construction cost
estimate of $250 per square foot is a reasonable probable cost to build general medical
office spuce in Buncombe County, North Carolina,

7: The attached letter also contains a breakdown of the areas in the building that will be
used to provide radiation therapy services thmugh the linear accelerator, along with
assoclated construction costs, Based on my experience, I find each of the following
space allocations and probable constryotion costs per square foot to be reasonable:

" s Construction of a vault and control toom atea for the linear accelerator, consisting
of a total of 1,600 square foet at a cost of $550 per square foot, resulting in a fotal
cost of $880,000;




» Constuction of a 500 square foot area to house a computed tomography scannet
with its associated control area, consisting of a total of 500 square feet, at a cost
per square foot of $350 for a total cost of $175,000.

s Construction of an area of 719 square feet for radiation oncology consisting of: 1)
a holding room; 2) a dark room, 3) dosimetry area, 4) an exani room, 5) two
dressing rooms and two testrooms (ome each for male and female); 6) a
mechanioal room; and 7) corridor space in the radiation oncology ares; all at a |
cost of $250 per squate foot, the same cost as the non-radiation oncology medical

offioe space. ' ;

The total of all these probable construction costs is $1,234 750, as indicated my letter
attached as Exhibit A,

8. In the letter attached as Exhibit A, I also inoluded a probable cost of $250,000 for
architectural & engineering fees (which includes the expenses incurred for providing this
Affidavit and the attached exhibits), as well as a probable cost of $450,000 for all site
wotk and the construction of parking ateas, each of which is reasonable based on my

expetience.

9, Each of the probable cost figures set out in this Affidavit and in my attached letter
alrendy includes a seven to eight per centeontingency factor, to allow for unanticipated
conditions,

Further, Affiant sayeth not this the

Bowers, Eﬁxs & Watscn Archltectq PA

STATE OF NORTH CAROLINA
COUNTY OF BUNCOMBE

I heteby certify that John S. Ellis, ATA, did personally appealed befote me this day and,
after first being duly sworn, did acknowledge to me that he voluntadily signed the foregoing
document, knows the contents thereof, and that each of the statements contained in the foregoing
document is true to the best of his knowledge and belief,

Thisthe 24 _day of June, 2012
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‘ , Uch,{,y L. Green
JUDY L. GREEN Printed or Fyped Name of Notary

NOTARY PUBLIC o . e
BUNCOMBE COUNTY, N.C, My Commission Expites:_ 7=/ ~/4
My Commiasion Explres
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" STEVEN W, BOWERS" AIA . °

JOHN 8. ELUS AA

W, MICHAEL WATSON AIA™

168 PATTON AVENUE

ASHEVILLE, NG 28801

g28/2a6-99p2

o

{aosl ey
828/236- 9993

amall "'
" Info@bewarch,com

wab slto:

www:bswamh.oom. o

Mr, RIcardoAndlsco, e

" Enclosure

BT . Juna"’tﬁ; 2012

Radlation Therapy Services, lno
2234 Colonlal Bivd,
Ft. Myers, FL 33807

RE:  Weaverville Site Stady for -
21° Centruy Oncology

DearRicardo: . . ! Loy

1

‘ am writlng this letter to ser\re as our architeotura! and englneering proposal and

' . probable construction cost.on the above referenced projeot as outlmed on the encIOsed

sketch, Itis as fo![ows. L o o
" fotal Pro]ect Cost . Sg'Ft . Cost Sg Fg St UTotal go'sg' :
Vau!t/control Room: . . .1,600. $s60°, . 3 880000
" GT Scanner / Conrol’ Room . 600 . $360.. ‘ $ 175, 000
Radlation Only Rooms . . LT
Holding Room . . 78
Dark Room .. . . | 66 . . .
. Doslmetry - - 160 o Sl
~ExamRoom® - T 410 -7 o e
Dressing Room (men)” < 1 T ST
Dressing Room (worrien) 8- '
Restréom (men) ' . .41 T ' . e
; Restroom (women), - 0 - B2 .. o e
" Mechanlcal Room - .+ *7BOv.. o T s T e
. Corddors | 7 “ S T L S
Total Rad One Only - e o, %280 . - .0 s q79780 .
Total Vault, CT, Rad Onc 2,818 - - T . $1,234,750 -
-Remaining Non-Rad Ong ., - 8481 -~ . $280 $2,045,260
Total Bulldfng 11,000 ! S $3.280,000 .
Archltectural&Engineering Lo ‘ .8 250‘.000‘;
Slte Work (Parking, Exterlor) . . L ) 45

Total Building and Site Work Gost - SRR X0 000.

o lfyou have any quesﬂons, p|ease do not hesutaté to contact me. Hoplng this meeté wlth
1 Your approval ] remain . . ‘

! Sincerely, e
i -;"B A ERS, ELLIS & WATSON

12016\proposal.l
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Exhibit 3

T

Weaverville Cost Summary

Total Building Cost 11,000 sq. ft, $ 3,280,000
Archltectural & Engineering $ 250,000
Site Work {Parking, Exteriot) $ 450,000
Total Building and Site Work Cost $ 3,980,000
land . S 325,000
Total Project Cost $ 4,305,000
IRadiation TherapyCosts =~ © - IO Cost Sq Ft Total Cost
Vault/Control Room 1,600 $ 550 $ 880,000
CT Scanner / Control Room © 500§ 350 $ 175,000
Radiatlon Only Rooms

Holding Room 78

Dark Raom 56

Dosimetry 160

Exam Room 110

Dressing Room {(men) 31

Dressing Room {women) : 31

Restroom (men) 47

Restroom {(women) 52

Mechanical Room 60

Corridors 94
Total Radlation Therapy Only 719 $ 250 $ 179,750

Total Vault, CT, Rad Therapy ) S } $ 1,234,750
Allocation of Costs to Radiation Therapy - - JEEE! Total Non-Shated Rad %
Square Feet 2,819 8,128 31,0%
Cost : :
Total Vault, CT, Rad Onc. 100% § 1,234,750 $ 1,234,750
Internal Staff Time (Radiation Specific) 100% $ 9,200 $ 9,200
internal Staff Time (General) 31% $ 72,500 § 2,325
Front Desk and Walting Area 31% $ . 468,000 $ 145,080
Land - 31% § | 325,000 $ 100,750
Architectural & Englneering 31% S 250,000 § 77,500
Site Work (Parking, Exterlor) 31% $ 450,000 $ 139,500
Subtotal Rad Onc Cite $ 1,709,105
Transport/Install CY Scanner $ 30,000
Total Project Costs - Radation Therapy $ 1,739,105
[Transport/Install Slemens Oncor Linag] . [$ 130,000
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