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January 27, 2021 
 
Elizabeth Runyon, System Director of Regulatory Affairs and Special Counsel 
elizabeth.runyon@unchealth.unc.edu 
 
Exempt from Review – Replacement Equipment 
Record #: 3470 
Date of Request: January 22, 2021 
Facility Name: Rex Hospital 
FID #: 953429 
Business Name: Rex Hospital, Inc. 
Business #: 1554 
Project Description: Replace CT scanner 
County: Wake 
 
Dear Ms. Runyon: 
 
The Healthcare Planning and Certificate of Need Section, Division of Health Service Regulation 
(Agency), determined that the above referenced project 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 Siemens Drive CT scanner to replace the Siemens Definition AS64 CT scanner.  This 
determination is based on your representations that the existing unit will be sold or otherwise disposed of 
and will not be used again in the State without first obtaining a certificate of need if one is required.   
 
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, 

 
Michael J. McKillip 
Project Analyst 
 

 
Lisa Pittman 
Assistant Chief, Certificate of Need 
 
cc: Radiation Protection Section, DHSR 

Construction Section, DHSR 
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January 22, 2021 

VIA ELECTRONIC MAIL 

Mike McKillip, Project Analyst 
Healthcare Planning and Certificate of Need Section 
Division of Health Service Regulation 
NC Department of Health and Human Services 
2704 Mail Service Center 
Raleigh, North Carolina 27699-2704 
mike.mckillip@dhhs.nc.gov 

Re: Rex Hospital Notice of Exemption for Replacement Equipment / Wake County 

Dear Mr. McKillip, 

Rex Hospital Inc. (“Rex”) provides this notice regarding a replacement computed tomography (CT) 
scanner (the “CT Scanner”), and requests confirmation that the acquisition of such replacement equipment is 

exempt from certificate of need (“CON”) review pursuant to NCGS § 131E-184 (a)(7) and the regulations set 
out in 10A NCAC 14C.0303. The existing CT scanner was acquired in 2012 and was the subject of a previous 
Replacement Equipment Exemption.   See Exhibit A.   The existing CT scanner currently in use will be replaced 
with the new CT Scanner which is “comparable medical equipment,” as described in 10A NCAC 14C.0303.   

Exemption from Review 

Pursuant to NCGS § 131E-184(a)(7): “The department shall exempt from certificate of need review a new 
institutional health service if it received prior written notice from the entity proposing the new institutional 
health service, when notice includes an explanation of why the new institutional health service is required for 
any of the following: … To provide replacement equipment.”  (emphasis added)  The acquisition of major 

medical equipment (as defined by NCGS § 131E-176(14o)) is a new institutional health service pursuant to 

NCGS § 131E-176(16)(p), but the acquisition of a CT scanner that is replacement equipment is exempt from 
review as described herein. 

“Replacement equipment” is defined by NCGS § 131E-176(22a) as equipment that costs less than $2,000,000 
and is purchased for the sole purpose of replacing comparable medical equipment currently in use which will 
be sold or otherwise disposed of when replaced. 

According to 10A NCAC 14C.0303, replacement equipment is “not comparable” if: 

1. the replacement equipment to be acquired is capable of providing a health service that the equipment 
to be replaced cannot provide; 

2. the equipment to be replaced was acquired less than 12 months prior to the date the written notice… 
is submitted to the CON Section and it was refurbished or reconditioned when it was acquired by 
the person requesting the exemption. 

The proposed acquisition of the replacement CT Scanner does not meet either of these criteria, and thus it is 
comparable medical equipment to the existing CT scanner.  

 

 

 



Compliance 

The acquisition of the replacement CT Scanner by Rex is exempt from CON review because:  

 The estimated project costs for the replacement CT scanner are less than $2,000,000.  The vendor 
quote for the CT Scanner shows equipment costs of approximately $1,536,000 (see Exhibit B) and 
total project costs are estimated at $1,808,785 (see Exhibit C). 

 The replacement equipment will be purchased for the sole purpose of replacing comparable medical 
equipment currently in use, which will be traded in for disposal and removal from North Carolina.  A 
comparison of the existing and replacement equipment is provided in Exhibit D. 

 The replacement equipment is functionally similar to the existing equipment and will be used for 
providing the same health service as the equipment currently in use.   

Rex requests that the Agency confirm in writing that its acquisition of the replacement CT Scanner, as 
described herein, does not constitute a new institutional health service and is exempt from certificate of need 
review.  Please don’t hesitate to contact me at elizabeth.runyon@unchealth.unc.edu if you require further 
information or have any questions regarding this correspondence. 

Sincerely, 

 

Elizabeth Runyon 
System Director of Regulatory Affairs and Special Counsel 
UNC Health 
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A Site Costs
(1) Full Purchase Price of Land -$                   

Acres 0.00
Price per Acre -$                   

(2) Closing Costs -$                   
(3) Site Inspection & Survey -$                   
(4) Legal fees & subsoil investigation -$                   
(5) Site Preparation Costs:

Soil Borings -$                  
Clearing & Grading -$                  
Roads & Parking/Sidewalks -$                  
Water & Sewer -$                  
Excavation & Backfill -$                  
Termite Treatment -$                  
Sub-Total Site Prep Costs -$                   

(6) Other (Demolition) -$                   
(7) Sub-Total Site Costs -$                      

B Construction Contract
(8) Cost of Materials:

General Requirements 152,199.00$      
Concrete/Masonry -$                  
Woods/Doors/Windows/Finishes -$                  
Thermal & Moisture Protection -$                  
Equipment/Specialty Items 12,000.00$        
Mechanical/Electrical -$                  
Sub-Total Costs of Materials

(9) Cost of Labor
(10) Other (Specify): -$                   

insurance -$                  
Permits 10,000.00$        
Contingency 40,000.00$        
Fee -$                  

(11) Sub-Total Construction Contract $214,199

C Miscellaneous Project Costs
(12) Building Purchase -$                   
(13) Equipment/Furniture Not Included Above -$                  

Furniture
Fixtures
Equipment 1,536,000.00$   
Other (___IT______)
Subtotal 1,536,000.00$   

(14) Landscaping -$                   
(15) Consultant Fees:

Architect & Engineering Fees 58,586.00$        
Certificate of Need Preparation -$                  
Legal Fees -$                  
Other (Please Specify)
Express Review
Permitting
_________________________ -$                  
_________________________ -$                  
_________________________ -$                  
_________________________ -$                  

Sub-Total Consultant Fees 58,586.00$        

(16) Financing Costs (e.g. Bond, Loan, etc.) -$                   
(17) Interest During Construction -$                   
(18) Other (Please Specify):

Contingency -$                  
Escalation -$                  
_________________________ -$                  

(19) Sub-Total Miscellaneous Project Costs 1,594,586.00$       

(20) Total Capital Cost of Project (Sum A-C above) 1,808,785.00$     

CT1 Equipment Replacement

Assumptions:



EXHIBIT D - EQUIPMENT COMPARISON 
 

 
EXISTING 

EQUIPMENT 
REPLACEMENT 

EQUIPMENT 

Type 
(e.g., Cardiac Catheterization, Gamma Knife®, Heart-lung bypass machine, Linear Accelerator, Lithotriptor, 
MRI, PET, Simulator, CT Scanner, Other Major Medical Equipment) 

CT scanner CT scanner 

Manufacturer Siemens Siemens 

Model number Definition AS64 Drive 

Other method of identifying the equipment (e.g., Room #, Serial Number, VIN #) 7536  

Is the equipment mobile or fixed? Fixed Fixed 

Date of acquisition 2012  

Was the existing equipment new or used when acquired? / Is the replacement equipment new or used? New New 

Total projected capital cost of the project <Attach a signed Projected Capital Cost form> NA 1,808,785 

Total cost of the equipment $769,336 $1,536,000 

Location of the equipment <Attach a separate sheet for mobile equipment if necessary> 
Main CT 

department 
Main CT 

department 

Document that the existing equipment is currently in use Yes NA 

Will the replacement equipment result in any increase in the average charge per procedure? NA no 

If so, provide the increase as a percent of the current average charge per procedure NA NA 

Will the replacement equipment result in any increase in the average operating expense per procedure? NA no 

If so, provide the increase as a percent of the current average operating expense per procedure NA  

Type of procedures performed on the existing equipment <Attach a separate sheet if necessary> CT Scans  

Type of procedures the replacement equipment will perform <Attach a separate sheet if necessary>  CT Scans 
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