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Iain Stauffer  
istauffer@bakerdonelson.com 
 
Exempt from Review – Replacement Equipment 
Record #: 4535  
Date of Request: August 5, 2024 
Facility Name: Highlands-Cashiers Hospital 
FID #: 943256 
Business Name: MH Highlands-Cashiers Medical Center, LLLP 
Business #: 926 
Project Description: Replace an existing fixed MRI scanner 
County: Macon 
 
Dear Mr. Stauffer: 
 
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(f).  Therefore, you may proceed to acquire without a certificate of need 
the SIGNA Voyager 1.5T MR30 fixed MRI scanner to replace the Siemens AVANTO (System ID 
MHHCH828SIEMR01) fixed MRI 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, 

 
Ena Lightbourne 
Project Analyst 
 

 
Micheala Mitchell 
Chief 
 
cc: Acute and Home Care Licensure and Certification Section, DHSR 

Construction Section, DHSR 
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August 2, 2024 

 
VIA EMAIL 

Micheala Mitchell, Esq., Chief 
Lisa Pittman, Assistant Chief 
 
Healthcare Planning and Certificate of Need Section 
N.C. Department of Health and Human Services 
Division of Health Service Regulation 
809 Ruggles Drive 
Raleigh, North Carolina 27603 
 
 
Re: MH Highlands-Cashiers, LLLP Notice of Exemption for Replacement of MRI 
 
Dear Micheala and Lisa: 

I am writing on behalf of MH Highlands-Cashiers Hospital, LLLP d/b/a Highlands-Cashiers 
Hospital (“Highlands Cashiers”), to provide a Notice of Exemption with respect to Highland- 
Cashiers’ planned replacement of an existing MRI at the Highland-Cashiers campus.  Highlands-
Cashiers owns and operates an existing MRI located at the Highlands-Cashiers Hospital at 190 
Hospital Drive, Highlands, NC 28741, (“the Existing MRI”).  Highlands-Cashiers plans to replace 
the Existing MRI, the details of which are explained below (“the Project”).  The purpose of this 
letter is to request that the N.C. Department of Health and Human Services, Division of Health 
Service Regulation, Healthcare Planning and Certificate of Need Section (“the CON Section”) 
confirm that the replacement of Highland-Cashiers’ Existing MRI is exempt from certificate of 
need (“CON”) review within the meaning of N.C. Gen. Stat. § 131E-184. 

Background 

The Existing MRI is a Siemens AVANTO, System ID MHHCH828SIEMR01, which was acquired 
by Highlands-Cashiers in 2007 and was new when acquired.  Highlands-Cashiers proposes to 
replace the Existing MRI with a SIGNA Voyager 1.5T MR30 and simultaneously relocate the 
replacement MRI from a hospital department to the hospital building on the main hospital campus.  
See Exhibit 1 (Letter from Tom Neal, CEO/CNO Highlands-Cashiers Hospital) and Exhibit 2 (GE 
Healthcare quotation). 
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As further explained in the remainder of this correspondence, Highland-Cashiers’ replacement of 
the Existing MRI is exempt from CON review pursuant to N.C. Gen. Stat. § 131E-184(f). 

Applicable Legal Authorities 

The CON Law precludes any person from offering or developing a “new institutional health 
service” without first obtaining a CON.  N.C. Gen. Stat. § 131E-178(a).  The definition of “new 
institutional health service” includes, inter alia, the following: 

• The acquisition by purchase, donation, lease, transfer or comparable arrangement of “major 
medical equipment,” which is defined as a single unit or single system of components used 
to provide medical and health services which costs more than $2,000,000.00, including the 
costs of the equipment and all studies, drawings, installation and any other activities 
essential to acquiring and making the equipment operational. 

N.C. Gen. Stat. § 131E-176(16)p. and 14(o).  These provisions, taken together, would require that 
an entity proposing to acquire medical equipment which costs more than $2,000,000.00 apply for 
and obtain a CON before acquiring the equipment. 

However, the CON Law provides at N.C. Gen. Stat. § 131E-176(14o) that “replacement 
equipment” as defined at N.C. Gen. Stat. § 131E-176(22a) does not constitute “major medical 
equipment.”1  In addition, the CON Law contains a specific exemption applicable to “replacement 
equipment” that costs more than $3,000,000.00.  N.C. Gen. Stat. § 131E-184(f).  This exemption, 
where applicable, eliminates the need to obtain a CON before acquiring and installing replacement 
equipment.  This exemption is described below. 

Statutory Exemption for Replacement Equipment Which Costs More Than $3,000,000.00 

To qualify as “replacement equipment” under the CON Law, medical equipment must: 

• Be purchased for the sole purpose of replacing comparable medical equipment currently in 
use which will be sold or otherwise disposed of when replaced. In calculating the total cost 
of the replacement equipment, the costs of the equipment, studies, surveys, designs, plans, 
working drawings, specifications, construction, installation, and other activities essential 
to acquiring and making operational the replacement equipment shall be included. The 
capital expenditure for the equipment shall be deemed to be the fair market value or the 
cost of the equipment, whichever is greater. 

 
1 Major medical equipment, by definition, consists of a single unit or system of units with related functions which is 
used to provide medical and other health services and which costs more than $2,000,000. N.C. Gen. Stat. § 131E-
176(14o). The acquisition of major medical equipment requires a CON. However, where medical equipment qualifies 
as “replacement equipment” under the CON Statute, it does not count as “major medical equipment” and can be 
acquired without a CON, assuming the acquisition also satisfies certain other exemption-related elements as described 
in this correspondence. N.C. Gen. Stat. §§ 131E-184(a)(7) and (f). 
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N.C. Gen. Stat. § 131E-176(22a).   

Replacement equipment is “comparable” to the equipment being replaced if: 

1. It is capable of providing the same health service as the equipment currently in use; and 

2. The equipment to be replaced was acquired more than 12 months prior and was not 
refurbished or reconditioned when originally acquired.  

10A N.C. Admin. Code 14C .0303(c). 

Where the replacement equipment costs more than $3,000,000.00, two additional statutory criteria 
apply: 

1. The equipment being replaced is located on the main campus. 

2. The Department of Health and Human Services has previously issued a CON for the 
equipment being replaced, unless a CON was not required at the time the equipment was 
purchased by the licensed health service facility. 

N.C. Gen. Stat. § 131E-184(f)(1) and (2).  An entity seeking to qualify under the replacement 
equipment exemption at N.C. Gen. Stat. § 131E-184(f) must provide to the CON Section advance 
written notice of the acquisition, including an explanation of how the equipment acquisition meets 
the requirements set forth above. N.C. Gen. Stat. § 131E-184(f)(3).  This letter is being submitted 
to the CON Section on behalf of Highlands-Cashiers to satisfy this advance notice requirement. 

The Replacement of the Existing MRI by Highlands-Cashiers Qualifies Under the Exemption Set 
Forth at N.C. Gen. Stat. § 131E-184(f) 

The replacement of the Existing MRI at Highlands-Cashiers fits within the parameters of the 
exemption at N.C. Gen. Stat. § 131E-184(f) because: 

1. The equipment being replaced is currently in use at the Highlands-Cashiers main campus. 
See Exhibit 1. 

2. The total estimated cost of the project is $3,261,000.00,2 placing the project within the 
parameters of the statutory exception set forth at N.C. Gen. Stat. § 131E-184(f).  The total 
projects costs consist of equipment costs of $1,339,000.00, taxes and shipping, related 

 
2 In calculating construction costs, our clients relied upon prior Agency determinations that the construction costs 
“essential to acquiring and making operational the replacement equipment” should include only those costs directly 
related to removing the old equipment, installing the new equipment and making sure that the equipment operates 
properly.  In the case of a CT scanner, such costs should include upfit of the CT room related solely to the operation 
of the CT scanner but need not include other construction costs associated with that room.  Similarly, the Agency 
has previously determined that costs associated with the installation of equipment in the control room for the CT 
scanner should be included only to the extent that those costs would be different from construction related to general 
office space.  Mission Hospitals, Inc. v. NC DHHS, 205 N.C. App. 35, 696 S.E.2d 163 (2010). 



Micheala Mitchell, Esq., Chief 
August 2, 2024 
Page 4 
 

construction and material costs, and architect and engineering fees.  See Exhibits 2 and 3 
(Project Cost Estimate)3. 

3. The Existing MRI which will be replaced will be otherwise disposed of upon acquisition 
and installation of the replacement MRI.  The Existing MRI will be traded-in to GE 
Healthcare as part of the acquisition. See Exhibit 1 and 2, p. 22. 

4. The new MRI will have the same capabilities as the MRI being replaced, although it may 
have additional capabilities due to the advancement of MRI scanner technology, is 
functionally similar to the Existing MRI and will be used for the same diagnostic or 
treatment purposes as the equipment being replaced. See Exhibit 1. 

5. The Existing MRI being replaced was new when purchased by Highland-Cashiers and is 
more than 17 years old, having been purchased and installed in 2007. See Exhibit 1. 

6. The equipment is being replaced on the hospital’s main campus.  The term “campus” is 
defined at N.C. Gen. Stat. § 131E-176(2c) as “[t]he adjacent grounds and buildings, or 
grounds and buildings not separated by more than a public right‑of‑way, of a health service 
facility and related health care entities.”  The term “main campus” is defined as the site of 
the main building from which a licensed health service facility provides clinical patient 
services and exercises financial and administrative control over the entire facility, 
including the buildings and grounds adjacent to that main building or other areas and 
structures which are not strictly contiguous to the main building but are within 250 yards 
of the main building.” N.C. Gen. Stat. §131E-176(14n).  The Existing MRI is currently 
situated at a location which is operated as a department of the hospital on the main campus 
at Highlands-Cashiers.  The replacement equipment for the Existing MRI will be relocated 
to the main hospital building.  The location of the Existing MRI is within 250 yards of the 
main hospital building.  See Exhibit 1. 

7. Finally, the CON Section has previously issued a CON for the equipment being replaced 
or a CON was not required at the time the equipment being replaced was acquired. See 
Exhibit 4 (Copy of CON, issued on May 27, 2005). 

Conclusion 

For the reasons set forth hererin, we believe that the replacement of Highland-Cashiers Existing 
MRI is exempt from CON review and that no CON is required for the Project.  We respectfully 
request that you review the attached documentation and confirm in writing that this is the case. 

Please feel free to let me know if you have questions or need additional information regarding this 
project. 

 
3 Any variances between the actual vendor quotes contained in Exhibit 2 and the expenditures reflected on Exhibit 3 
result from the rounding up of costs. 



Micheala Mitchell, Esq., Chief 
August 2, 2024 
Page 5 
 
 

Best regards, 

BAKER, DONELSON, BEARMAN, CALDWELL & BERKOWITZ, PC 
 
 
 

Iain Matthew Stauffer, Of Counsel 

 
 
Attachments 
 
 
 



































































From: Stauffer, Iain
To: Mitchell, Micheala L; Pittman, Lisa
Cc: Stancil, Tiffany C
Subject: [External] MH Highlands-Cashiers Hospital, LLLP Notice of Exemption for Replacement of MRI
Date: Friday, August 2, 2024 4:35:31 PM
Attachments: CORR - Mitchell re Highland Cashiers Notice of Exemption for Replacement of MRI - 8-2-2024.pdf

You don't often get email from istauffer@bakerdonelson.com. Learn why this is important

CAUTION: External email. Do not click links or open attachments unless verified. Report suspicious emails with the
Report Message button located on your Outlook menu bar on the Home tab.

Good afternoon Micheala and Lisa.  Attached please find a Notice of Exemption for the Replacement
of a MRI at Highlands-Cashiers Hospital, with attachments.
 
If there is anything else that you need, please do not hesitate to ask.
 
Thank you.
 
Iain
 
 
Iain Stauffer
Attorney
 
Baker, Donelson, Bearman, Caldwell & Berkowitz, PC
2235 Gateway Access Point, Suite 220
Raleigh, NC  27607
 
Mobile:   919.606.6632
Direct:   919.294.0803
Fax:      919.338.7696
Email:  istauffer@bakerdonelson.com
www.bakerdonelson.com
 
 
Baker, Donelson, Bearman, Caldwell & Berkowitz, PC represents clients across the U.S. and abroad from
offices in Alabama, Florida, Georgia, Louisiana, Maryland, Mississippi, North Carolina, South Carolina,
Tennessee, Texas, Virginia and Washington, D.C.
 
NOTICE: This electronic mail transmission with any attachments may constitute an attorney-
client communication, protected health information (PHI) or other confidential information
that is in fact confidential, legally protected from disclosure and/or protected by the attorney-
client privilege. If you are the intended recipient, please maintain confidentiality and be aware
that forwarding this e-mail to others may result in a waiver of these protections and privileges
and regardless electronic communications may be at times illegally accessed and viewed. If
you are not the intended recipient, this e-mail is not intended for transmission to you, nor to be
read, reviewed, used, distributed or even received by you or any other unauthorized persons. If
you have received this electronic mail transmission in error, please double delete it from your
system immediately without copying, reading or disseminating it, and notify the sender by
reply e-mail, so that our address record can be corrected. Thank you very much.

mailto:istauffer@bakerdonelson.com
mailto:Micheala.Mitchell@dhhs.nc.gov
mailto:lisa.pittman@dhhs.nc.gov
mailto:Tiffany.Stancil@dhhs.nc.gov
https://aka.ms/LearnAboutSenderIdentification
mailto:istauffer@bakerdonelson.com
https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.bakerdonelson.com%2F&data=05%7C02%7Ctiffany.stancil%40dhhs.nc.gov%7C90ee9808cab545ac2ee408dcb3328d7f%7C7a7681dcb9d0449a85c3ecc26cd7ed19%7C0%7C0%7C638582277307412010%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=KLU%2BHn7LIytL4Mwh9epiv%2BKFM8pFFlstKEJUNfGEFwg%3D&reserved=0
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IAIN MATTHEW STAUFFER, OF COUNSEL 
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August 2, 2024 


 
VIA EMAIL 


Micheala Mitchell, Esq., Chief 
Lisa Pittman, Assistant Chief 
 
Healthcare Planning and Certificate of Need Section 
N.C. Department of Health and Human Services 
Division of Health Service Regulation 
809 Ruggles Drive 
Raleigh, North Carolina 27603 
 
 
Re: MH Highlands-Cashiers, LLLP Notice of Exemption for Replacement of MRI 
 
Dear Micheala and Lisa: 


I am writing on behalf of MH Highlands-Cashiers Hospital, LLLP d/b/a Highlands-Cashiers 
Hospital (“Highlands Cashiers”), to provide a Notice of Exemption with respect to Highland- 
Cashiers’ planned replacement of an existing MRI at the Highland-Cashiers campus.  Highlands-
Cashiers owns and operates an existing MRI located at the Highlands-Cashiers Hospital at 190 
Hospital Drive, Highlands, NC 28741, (“the Existing MRI”).  Highlands-Cashiers plans to replace 
the Existing MRI, the details of which are explained below (“the Project”).  The purpose of this 
letter is to request that the N.C. Department of Health and Human Services, Division of Health 
Service Regulation, Healthcare Planning and Certificate of Need Section (“the CON Section”) 
confirm that the replacement of Highland-Cashiers’ Existing MRI is exempt from certificate of 
need (“CON”) review within the meaning of N.C. Gen. Stat. § 131E-184. 


Background 


The Existing MRI is a Siemens AVANTO, System ID MHHCH828SIEMR01, which was acquired 
by Highlands-Cashiers in 2007 and was new when acquired.  Highlands-Cashiers proposes to 
replace the Existing MRI with a SIGNA Voyager 1.5T MR30 and simultaneously relocate the 
replacement MRI from a hospital department to the hospital building on the main hospital campus.  
See Exhibit 1 (Letter from Tom Neal, CEO/CNO Highlands-Cashiers Hospital) and Exhibit 2 (GE 
Healthcare quotation). 
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As further explained in the remainder of this correspondence, Highland-Cashiers’ replacement of 
the Existing MRI is exempt from CON review pursuant to N.C. Gen. Stat. § 131E-184(f). 


Applicable Legal Authorities 


The CON Law precludes any person from offering or developing a “new institutional health 
service” without first obtaining a CON.  N.C. Gen. Stat. § 131E-178(a).  The definition of “new 
institutional health service” includes, inter alia, the following: 


• The acquisition by purchase, donation, lease, transfer or comparable arrangement of “major 
medical equipment,” which is defined as a single unit or single system of components used 
to provide medical and health services which costs more than $2,000,000.00, including the 
costs of the equipment and all studies, drawings, installation and any other activities 
essential to acquiring and making the equipment operational. 


N.C. Gen. Stat. § 131E-176(16)p. and 14(o).  These provisions, taken together, would require that 
an entity proposing to acquire medical equipment which costs more than $2,000,000.00 apply for 
and obtain a CON before acquiring the equipment. 


However, the CON Law provides at N.C. Gen. Stat. § 131E-176(14o) that “replacement 
equipment” as defined at N.C. Gen. Stat. § 131E-176(22a) does not constitute “major medical 
equipment.”1  In addition, the CON Law contains a specific exemption applicable to “replacement 
equipment” that costs more than $3,000,000.00.  N.C. Gen. Stat. § 131E-184(f).  This exemption, 
where applicable, eliminates the need to obtain a CON before acquiring and installing replacement 
equipment.  This exemption is described below. 


Statutory Exemption for Replacement Equipment Which Costs More Than $3,000,000.00 


To qualify as “replacement equipment” under the CON Law, medical equipment must: 


• Be purchased for the sole purpose of replacing comparable medical equipment currently in 
use which will be sold or otherwise disposed of when replaced. In calculating the total cost 
of the replacement equipment, the costs of the equipment, studies, surveys, designs, plans, 
working drawings, specifications, construction, installation, and other activities essential 
to acquiring and making operational the replacement equipment shall be included. The 
capital expenditure for the equipment shall be deemed to be the fair market value or the 
cost of the equipment, whichever is greater. 


 
1 Major medical equipment, by definition, consists of a single unit or system of units with related functions which is 
used to provide medical and other health services and which costs more than $2,000,000. N.C. Gen. Stat. § 131E-
176(14o). The acquisition of major medical equipment requires a CON. However, where medical equipment qualifies 
as “replacement equipment” under the CON Statute, it does not count as “major medical equipment” and can be 
acquired without a CON, assuming the acquisition also satisfies certain other exemption-related elements as described 
in this correspondence. N.C. Gen. Stat. §§ 131E-184(a)(7) and (f). 
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N.C. Gen. Stat. § 131E-176(22a).   


Replacement equipment is “comparable” to the equipment being replaced if: 


1. It is capable of providing the same health service as the equipment currently in use; and 


2. The equipment to be replaced was acquired more than 12 months prior and was not 
refurbished or reconditioned when originally acquired.  


10A N.C. Admin. Code 14C .0303(c). 


Where the replacement equipment costs more than $3,000,000.00, two additional statutory criteria 
apply: 


1. The equipment being replaced is located on the main campus. 


2. The Department of Health and Human Services has previously issued a CON for the 
equipment being replaced, unless a CON was not required at the time the equipment was 
purchased by the licensed health service facility. 


N.C. Gen. Stat. § 131E-184(f)(1) and (2).  An entity seeking to qualify under the replacement 
equipment exemption at N.C. Gen. Stat. § 131E-184(f) must provide to the CON Section advance 
written notice of the acquisition, including an explanation of how the equipment acquisition meets 
the requirements set forth above. N.C. Gen. Stat. § 131E-184(f)(3).  This letter is being submitted 
to the CON Section on behalf of Highlands-Cashiers to satisfy this advance notice requirement. 


The Replacement of the Existing MRI by Highlands-Cashiers Qualifies Under the Exemption Set 
Forth at N.C. Gen. Stat. § 131E-184(f) 


The replacement of the Existing MRI at Highlands-Cashiers fits within the parameters of the 
exemption at N.C. Gen. Stat. § 131E-184(f) because: 


1. The equipment being replaced is currently in use at the Highlands-Cashiers main campus. 
See Exhibit 1. 


2. The total estimated cost of the project is $3,261,000.00,2 placing the project within the 
parameters of the statutory exception set forth at N.C. Gen. Stat. § 131E-184(f).  The total 
projects costs consist of equipment costs of $1,339,000.00, taxes and shipping, related 


 
2 In calculating construction costs, our clients relied upon prior Agency determinations that the construction costs 
“essential to acquiring and making operational the replacement equipment” should include only those costs directly 
related to removing the old equipment, installing the new equipment and making sure that the equipment operates 
properly.  In the case of a CT scanner, such costs should include upfit of the CT room related solely to the operation 
of the CT scanner but need not include other construction costs associated with that room.  Similarly, the Agency 
has previously determined that costs associated with the installation of equipment in the control room for the CT 
scanner should be included only to the extent that those costs would be different from construction related to general 
office space.  Mission Hospitals, Inc. v. NC DHHS, 205 N.C. App. 35, 696 S.E.2d 163 (2010). 
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construction and material costs, and architect and engineering fees.  See Exhibits 2 and 3 
(Project Cost Estimate)3. 


3. The Existing MRI which will be replaced will be otherwise disposed of upon acquisition 
and installation of the replacement MRI.  The Existing MRI will be traded-in to GE 
Healthcare as part of the acquisition. See Exhibit 1 and 2, p. 22. 


4. The new MRI will have the same capabilities as the MRI being replaced, although it may 
have additional capabilities due to the advancement of MRI scanner technology, is 
functionally similar to the Existing MRI and will be used for the same diagnostic or 
treatment purposes as the equipment being replaced. See Exhibit 1. 


5. The Existing MRI being replaced was new when purchased by Highland-Cashiers and is 
more than 17 years old, having been purchased and installed in 2007. See Exhibit 1. 


6. The equipment is being replaced on the hospital’s main campus.  The term “campus” is 
defined at N.C. Gen. Stat. § 131E-176(2c) as “[t]he adjacent grounds and buildings, or 
grounds and buildings not separated by more than a public right‑of‑way, of a health service 
facility and related health care entities.”  The term “main campus” is defined as the site of 
the main building from which a licensed health service facility provides clinical patient 
services and exercises financial and administrative control over the entire facility, 
including the buildings and grounds adjacent to that main building or other areas and 
structures which are not strictly contiguous to the main building but are within 250 yards 
of the main building.” N.C. Gen. Stat. §131E-176(14n).  The Existing MRI is currently 
situated at a location which is operated as a department of the hospital on the main campus 
at Highlands-Cashiers.  The replacement equipment for the Existing MRI will be relocated 
to the main hospital building.  The location of the Existing MRI is within 250 yards of the 
main hospital building.  See Exhibit 1. 


7. Finally, the CON Section has previously issued a CON for the equipment being replaced 
or a CON was not required at the time the equipment being replaced was acquired. See 
Exhibit 4 (Copy of CON, issued on May 27, 2005). 


Conclusion 


For the reasons set forth hererin, we believe that the replacement of Highland-Cashiers Existing 
MRI is exempt from CON review and that no CON is required for the Project.  We respectfully 
request that you review the attached documentation and confirm in writing that this is the case. 


Please feel free to let me know if you have questions or need additional information regarding this 
project. 


 
3 Any variances between the actual vendor quotes contained in Exhibit 2 and the expenditures reflected on Exhibit 3 
result from the rounding up of costs. 
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Best regards, 


BAKER, DONELSON, BEARMAN, CALDWELL & BERKOWITZ, PC 
 
 
 


Iain Matthew Stauffer, Of Counsel 


 
 
Attachments 
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