DEPARTMENT OF HEALTH AND HUMAN SERVICES
DIVISION OF HEALTH SERVICE REGULATION

ROy COOPER MANDY COHEN, MD, MPH
GOVERNOR SECRETARY
MARK PAYNE
DIRECTOR

May 5, 2017

Jeffrey Shovelin
PO Box 6028
Greenville, NC 27835-6028

No Review

Record #: 2231

Facility Name: Vidant Edgecombe Hospital

FID #: 923247

Project Description: Vidant Edgecombe Hospital to become sole owner and corporate member of Heritage MRI,
and thus, sole owner of the MRI scanner

County: Edgecombe

Dear Mr. Shovelin:

The Healthcare Planning and Certificate of Need Section, Division of Health Service Regulation (Agency) received
your letter of March 28, 2017 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.

However, you need to contact the Agency’s Acute and Home Care Licensure and Certification Section to determine if
they have any requirements for development of the proposed project.

It should be noted that this determination is binding only for the facts represented in your correspondence.
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 this office. 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 this office if you have any questions. Also, in all future correspondence you should reference the
Facility ID # (FID) if the facility is licensed.

Sincerely, g e s
2 L ~ f’ e - -
mal Wdion s 7/, 74%/%?@/7 Fhupng )
Jane Rhoe-Jones ‘ Martha J. Frisone
Project Analyst Assistant Chief, Certificate of Need

ce: Acute and Home Care Licensure and Certification Section, DHSR
Paige Bennett, Assistant Chief, Healthcare Planning, DHSR

HEALTHCARE PLANNING AND CERTIFICATE OF NEED SECTION
WWW NCDHHS.GOV
TELEPHONE 919-855-3873
LOCATION: EDGERTON BUILDING + 809 RUGGLES DRIVE « RALEIGH, NC 27603
o MAILING ADDRESS: 2704 MAIL SERVICE CENTER *RALEIGH, NC 27699-2704
AN EQUAL OPPORTUNITY/ AFFIRMATIVE ACTION EMPLOYER



VIDANT HEALTH"

March 28, 2017

Ms. Jane Rhoe-Jones

Certificate of Need Section

Division of Health Service Regulation

North Carolina Department of Health and Human Services
2704 Mail Service Center

Raleigh, NC 27699-2704

Re:  Notice of Corporate Merger between Heritage MRI, LLC. and East Carolina Health -
Heritage Inc. d/b/a Vidant Edgecombe Hospital / Request for “No Review” Letter
Dear Ms. Rhoe-Jones,

Notice of Corporate Merger

This letter shall serve as notice, that on May 1, 2017, East Carolina Health - Heritage, Inc. d/b/a/
Vidant Edgecombe Hospital (VEDG) intends to complete a corporate merger with Heritage MR,
LLC (HMRI). HMRI was formed in 2009 as a result of approved CON Project ID L-8327-09 and
was ajoint venture between VEDG and Eastern Radiologists, Inc. (ERI), a private radiology group
based in Greenville, NC. The purpose of the joint venture was to manage and operate a leased,
fixed MRI scanner at VEDG located in Tarboro, NC (Edgecombe County). Initially, the
ownership of the joint venture was shared between ERI (33 % ownership interest) and VEDG (67 %
ownership interest). In September 2016, VEDG obtained no review approval to purchase 100%
membership interest in HMRI (see attached) and subsequently obtained ERI’s 33% interest, so
the VEDG is now the sole owner and corporate member of Heritage MRI. As a result, VEDG is
wholly managing the operation of the MRI unit under its current hospital operational
infrastructure. The only component still under HRMI is the physical ownership of the MRI unit.

In an effort to more efficiently align corporate entities and dissolve unnecessary business units,
VEDG is planning to execute a corporate merger between the hospital and HMRI as the way to
completely dissolve HMRI. As a result of the merger, HRMI will no longer exist and VEDG will
become the physical owner of the MRI, which is the only asset.

VEDG believes the corporate merger and the subsequent transfer of physical ownership of the
existing MRI unit does not require a Certificate of Need. Specifically, NC General Statue 131E-
184.a.8 exempts from review the acquisition of “an existing health service facility, including



equipment owned by the health service facility at the time of acquisition.” In addition, the
original Certificate of Need issued for the project in August 2009 was issued to both VEDG and
HMRI (see attached). Therefore, ownership of the Certificate of Need is not changing. The two
entities that the original certificate was issued to are simply merging into one organization.

Because of this, VEDG is requesting that the corporate merger between VEDG and HMRI and the
subsequent change in physical ownership of the MRI unit is not a new institutional health service
and is therefore exempt from CON review. If you have any questions or concerns, please feel free
to contact me at (252) 847-3631.

Sincerely,

Jeffrey Shovelin

Director, Corporate Planning
Vidant Health

PO Box 6028

Greenville, NC 27835-6028
Jshoveli@vidanthealth.com
(252) 847-3631
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CERTIFICATE OF NEED

for
Project Identification Number #L-8327-09
FID #090273

ISSUED TO: East Carolina Health Heritage Inc and Hentage MRI, LLC
111 Hespital Dr.
Tarboro, NC 27886

Pursuant to N.C. Gen, Stat. § 131E-175, et. seq., the North Carolina Department of Health and Human
Services hereby authorizes the’ person or persons named above (the “certificate holder”) to develop the
certificate of need project identified above. The certificate holder shall develop the project in a manner
consistent with the representations in the project apphcatlon and with the conditions contained herein and
shall make good faith efforts to meet the timetable contained herein. The certificate holder shall not
exceed the maximum capital expenditure amount specified herein during the development of this pro_]ect
except as provided by N.C. Gen. Stat. § 13 1E-176(16)e. The certificate holder shall not transfer or assign
this certificate to any other person except as provided in N.C. Gen. Stat. § 131E-189(c). This certificate is
valid only for the scope, physical location, and person(s) described herein. The Departrnent may
withdraw thlS ccr’uf’ cate pmsuant to N C Gen Stat § 131E-189 for any of the reasons pmwded in that
faw. . : 2 :

SCOPE: Acqu:re a fixed MRI scanner to be located in newly cunstructed space adjacent to
the Radmlogy Department at Her;tage Hospltai!Edgecombe County

CONDITIONS: - - _See_Revers__e Side

PHYSICAL LOCATION: Heritage Hospital
111 Hospital Dr.
Tarboro, NC 27886

MAXIMUM CAPITAL }LXPEN'DI'IURE '$1,851,3(}8
TIMETABLE: See Reverse Side
FIRST PROGRESS REPORT DUE: May 16,2010

This certificate is effective as of the 26th day of August, 2009.

Leg 5.

Chief, Certificite of NeedBection
Division of Health Service Regulation



CONDITIONS

L.

East Carolina Health — Heritage, Inc. and Heritage MRI, LLC shall materially comply with
all representations made in the certificate of need application.

East Carolina Health — Heritage, Inc. shall upon operation of the fixed MRI scanner at
Heritage Hospital, terminate the contracts with University Health Systems of Eastern
Carolina, Inc. and/or Alliance Imaging, Inc. for mobile MRI services.

East Carolina Health — Heritage, Inc. and Heritage MRI, LLC shall obtain accreditation from
the Joint Commission for Accreditation of Healthcare Organizations, the American College
of Radiology or a comparable accreditation authority, as determined by the Certificate of
Need Section, for magnetic resonance imaging within two years following operation of the
proposed MRI scanner.

East Carolina Health ~ Heritage Inc. and Heritage MRI, LLC shall not acquire, as part of this
project, any equipment that is not included in the project’s proposed capital expenditure in
Section VII_I of the application or that would otherwise require a certificate of need.

Prior to issuance of the certificate of need, East Carolina Health — Heritage, Inc. shall provide
the Certificate of Need Section with a letter from a fiscally responsible officer of University
Health Systems of Eastern North Carolina, Inc, commﬂ:tmg the funds for the capital needs of
the project.

East Carolina Health — Heritage, Inc. and Heritage MRI, LLC shall acknowledge acceptance
of and agree to comply with all conditions stated herein to the Certificate of Need Section in
writing prior to issuance of the certificate of need.

A letter acknowledging acceptance and compliance with all conditions stated in the conditional
approval letter was received by the Certificate of Need Section on August 25, 2009,

TIMETABLE
Ordering Equipment : May 1, 2010
Contract Award & May 17, 2010
50% Completion of Construction ' _ September 1, 2010
Completion of Construction December 15, 2010

Operation of Equipment January 1, 2011




Notth Carolina Department of Health and Human Setvices
Division of Health Setvice Regulation

Pat McCrory Richard O. Brajer
Governor Secretary DHHS
Mark Payne, Director

Health Service Regulation

September 7, 2016

Jeffrey Shovelin, Director, Corporate Planning

Vidant Health

PO Box 6028

Greenville, NC 27835-6023

No Review

Record #: 2041

Facility Name: Vidant Edgecombe Hospital

FID #: - 923247

Project Description: Acquire 100% membership interest in Heritage MRI, LLC

County: Edgecombe

Dear Mr. Shovelin:

The Healthcare Planning and Certificate of Need Section, Division of Health Service Regulation (Agency) received
your letter of August 22, 2016 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 cotrespondence 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 Iaw becomes effective.

However, you need to contact the Agency’s Acute and Home Care Licensure and Certification Section to determine i
they have any requirements for development of the proposed project.

It should be noted that this determination is binding only for the facts represented in your correspondence.
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 this office. Changesina
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 this office if you have any questions. Also, in all future correspondence you should reference the
Facility 1D # (FID) if the facility is licensed.

Sincerely, . ”
, " e ,/ )

Project Analyst Assistant Chief, Certificate of Need

ce: Acute and Home Care Licensure and Certification Section, DHSR
Paige Bennett, Assistant Chief, Healthcare Planning, DHSR

Healtheare Planning and Certificate of Need Section
Ahh www.ncdhhs.gov o
A & Telephone: 919-855-3873 » Fax: 919-715-4413 %
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




North Carolina Department of Health and Human Setvices
Division of Health Setvice Regulation

Pat McCrory Richard O. Brajer
Govemor Secretary DHHS

Mark Payne, Direclor
Health Service Regulation

September 7, 2016

Jeffrey Shovelin, Director, Corporate Planning

Vidant Health

PO Box 6028

Greenville, NC 27835-6028

No Review

Record #: 2042

Facility Name: Vidant Edgecombe Hospital

FID #: 923247

Project Description: Heritage MRI to exercise buy-out option on existing leased fixed MRI, Serial #HM0163
County: Edgecombe

Dear Mr. Shovelin:

The Healthcare Planning and Certificate of Need Section, Division of Health Service Regulation (Agency) received
your letter of August 22, 2016 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. Therefore you may proceed to exercise the buy-out option
on the existing GE Optima MR450 fixed MRI scanner (Serial #HM0163). 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.

However, you need to contact the Agency’s Acute and Home Care Licensure and Certification Section to determine if
they have any requirements for development of the proposed project.

It should be noted that this determination is binding only for the facts represented in your correspondence.
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 this office. 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 this office if you have any questions.

Sincerely, C ﬂ/, j .
e Phag §om— Ohlho - Tk bre
ne Rhoe-Jones Martha I, Frisone
Project Analyst Assistant Chief Certificate of Need
ce: Acute and Home Care Licensure and Certification Section, DHSR

Paige Bennett, Assistant Chief, Healthcare Planning, DHSR

Healtheare Planning and Certificate of Need Section
d“h www.ncdbhs.gov
o YS Telephone: 919-855-3873 » Fax: 919-715-4413
Location: Edgerton Building 809 Ruggles Drive « Raleigh, NC 27603
Mailing Address: 2704 Mail Scrvice Center *Raleigh, NC 27699-2704
An Equal Opportunity/ Affirmative Action Employer

o
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VIDANT HEALTH"

August 22, 2016

Ms. Jane Rhoe-Jones, Project Analyst

Certificate of Need Section

Division of Health Service Regulation

North Carolina Department of Health and Human Services
2704 Mail Service Center

Raleigh, NC 27699-2704

Re: Notice of Change in Membership Interest in Heritage MRI, L1.C, and Notice to Execute Purchase
Option of Existing Leased MRI Equipment/ Request for “No Review” Letter

Dear Ms, Rhoe-Jones,

Notice of Cliange in Menmbership Intevest in Heritage MRI, LLC

This Jetter shall serve as notice, that on September 20, 2016, East Carolina Health - Heritage, Inc. d/b/a/
Vidant Edgecombe Hospital (VEDG) intends to acquire 100% of the membership interest in Heritage MRI,
LLC (HMRI). HMRI was formed as a result of approved CON Project ID L-8327-09 and is a joint venture
between VEDG and Eastern Radiologists, Inc. (ERI), a private radiology group based in Greenville, NC.
The purpose of the joint venture is to manage and operate a leased, fixed MRI scanner at VEDG located in
Tarboro, NC (Edgecombe County). The ownership of the joint venture is shared between ERI (33%
ownership iterest) and VEDG (67% ownership interest). VEDG intends to purchase ERI's membership
interest at the fair market value of $3,511. VEDG believes the acquisition of ERI's membership interest in
HMRI is not considered a new institutional health service and not subject to Certificate of Need (CON)

review since;

1. The acquisition is not considered a change in ownership since HRMI would continue to exist as
the same corporate entity,

2. VEDG would continue to operate HMRI in the exact same manner and location as it does today
(wvith the exception of the lease buy out option described below), and

3. VEDG's acquisition of ERI's membership interest in HMRI is less than $2,000,000.

Notice to Execute Purchase Option of Existing Leased MRI Equipient

This letter shall serve as notice that also on September 20, 2016, HRMI intendis to exercise the buy-out option
on the existing, leased, fixed MRI scanner. As presented in CON Project 1D L-8327-09, HHMRI has been
leasing a GE Optima MR450 fixed MRI scanner through an operating lease, not capital lease. The lease is
at the end of the contract terms and HMRI has to either; a) renew the lease for a to be determined amount




of time, b) not renew the lease and return the equipment with a $150,088 res tocking fee, or ¢} exercise the
buy-out option and purchase the equipment for $389,648 (see attached). HMRI has decided the least cost
alternative, long term solution, is to exercise the buy-out option and purchase the existing, fixed GE Optima
MR450 MRI scanner. HMRI believes exercising the buy-out option is not considered a new institutional
health service and not subject to Certificate of Need (CON) review since:

1. The acquisition is not considered “replacement equipment”,

2. HMRI would continue to operate the scanner in the exact same manner and location as it does
today,

3. The buy-out prices is less than $2,000,000, and

4. The buy-out does not change the MRI inventory in Edgecombe County

Request for “No Review” Letter

VEDG and FIRMI are requesting that the CON Section issue a letter determining;

1. VEDG's acquisition of ERI's membership interest in HMRI and the subsequent provision of MRI
services is not a new institutional health service and is therefore exempt from CON review, and

2. HMRI exercising the buy-out option is not considered a new institutional health service and not
subject to Certificate of Need (CON) review

If you have any questions or concerns, please feel free to contact me at (252) 847-3631.

Sincerely,
QxRS
Cﬁ@u oL
Jeffrey Shovelin

Director, Corporate Planning
Vidant Health

PO Box 6028

Greenville, NC 27835-6028
jshoveli@vidanthealth.com
(252) 847-3631

Page 2 of 2




SIEMENS

April 4, 2016

Wick Baker,
Prosldent

Herllage MRI, LLC
111 Hospltal Drive
Tatboro, NG 27886

Conlract #  130-0002044-000 (the "Conlract™)
Equipment: (1) GE Oplima MR450 (tfis *Equipnient’)

Dear Mr, Baker, )
Slemens Financlal Sewvices, tnc. ("SFS") would Iike to take this ifme (o express our appreciation for your valued business,

Effective Seplomber 30, 2016 (Explration Date’), SFS would like lo offer you the following end of term oplions:

Purchase Equlpmanl:
_11/ Cash purchase on the day after the Term Explrallon Dale for an amount equal fo $369,646.15, plus appiloabln taxes, This Ngured Is based
on 4 pre-determined conlraclual agreament of 24.50% of an orlginal equipment cost of $1,590,400.60.

Gonlracl Ronewal!
Please advise If you wish lo see renewal oplions as we vwould bo pleased lo provide additienal qrioles.

Relurn Equipment:
As per the Temis and Gondillons of the Lease, Lassee shall pay to Lessor, efther prlor (e or on the day of the Equipmaent relurn, the amotnt

of 5150,008.00 plus any applicablo taxes as a restoddng fea.

Avallabillly of the ond of term optlens outlined hereln Is condliioned upon paymen! of all amoeunts due uader the Coniract through the end of the exlsling
Gonteact term, and no ofher default (or event that wilh notice o the passage of Ime or bolh could become a defaulfy existing under fiie Conlract. SFS
must raceive written nolice of your election at least 120 days prlor lo the Term Explration Date, I the event that SFS doas not recelve lmsly written
noflce, or In the event you fail to perform an end of term option you have selecled, the torm of the Conlrael shall be awlomatically renewed for
succossive 120 day peiieds unill you provide the requlred notlee and retura the Equipment as recrﬂred under the Contract, or unilt SFS teminates the
Gonlract by 10 days willten noflca, Durlng any tenewal term of the Contract, Whether you have selecled renawal, of (e larm of the Contract [s reneved
automalically as doscdbod In the foregolng paragraph (i} you shall meke perlodis renewal payments to SFS on the szme day of each payment psflod
that the parlodic payments wara due prior ta the explration of the original Conlrac! tenm, and In the case of an autemalic renswal, In the sama amount In
* effact under the Gonlract prior to the explration of the original Contract torm; (i) unless otharvise providet! herein, eny Slipulated Loss Value, o
Purchaso Option Price, as applicable, In effect shal be the Stipulaled Loss Value, or Purchaso Optlon Prles, as applicable, thal was [n effect under fhe
Conleact prior to the explrallon of the erlginat Gonlract term; and (1) all of the lerms and condllions of the Contract shall contlnus to apply, and all
references o the temn and perodlo payments in the Gonfract shall include the renewal term and porladic renewal payments described hateln, No
addlllonal documentlation shall be requlrad In connaclion with a renawal of the Conlract pursuant hareto; provided, however, het If raquested by SFS,

you will confimn the condillons of any renewal to SFS In'wilting.

Ploase conflin your agresment to the terms ouliined above by having this feller executed by an aulhorized represontallva In the space provided belovr
and relurn the original executed decument to:

Kimberly A. Duska, Stermens Financlal Sevices, 301 Lindenwood Drive, Sutle 216, Malvorn,PA 193556, Kimbetly.duske@slemens,com.
Sineerely, AGCCEPTED, ACKNOWLEDGED & AGREED
SIEMENS FINANCIAL SERVICES, ING. HERITAGE MR}, L1L.G

* By: Wendy Fabitgtor dy: { W’\/éég /dkj/
Name: {C]q ] OLanQf

Name: Weandy Fabiizlo
Title: Diraclor, Assel Managemant Tile! P ’C‘S:’ e ‘Qt\j‘

Dale; 5”’%%‘]@3

Title: Vice Presldent, Asset Managomont
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