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HEALTH SERVICES AND DEVELOPMENT AGENCY 
JUNE 24, 2020 

APPLICATION SUMMARY 

NAME OF PROJECT: Covenant Health Diagnostic Center 

PROJECT NUMBER: CN2004-006 

ADDRESS: 210 Fort Sanders West Boulevard, Suite 100 
Knoxville (Knox County), TN 37922 

LEGAL OWNER: Covenant Health Diagnostic Centers, LLC 
210 Fort Sanders West Boulevard 
Building 3, Suite 100 
Knoxville (Knox County), TN 37922 

OPERATING ENTITY: Covenant Medical Group, Inc. 
1400 Centerpoint Boulevard 
Building A, Suite 100 
Knoxville (Knox County), TN 37932 

CONTACT PERSON: Mike Richardson 
(865) 531-5123

DATE FILED: April 7, 2020 

PROJECT COST: $10,633,428 

FINANCING: Cash Reserves 

PURPOSE FOR FILING:    Establishment of an Outpatient Diagnostic Center 
(ODC)  

DESCRIPTION: 

Covenant Health Diagnostic Center, LLC, Inc. is seeking Consent Calendar 
approval to establish a freestanding and independently licensed outpatient 
diagnostic center (ODC) through the conversion of existing multi-imaging assets 
(including MRI) currently being operated as a hospital-based outpatient imaging 
department facility under the license of Fort Sanders Regional Medical Center 
(FSRMC).  The project involves the renovation of 9,731 square feet of net leasable 
space within an existing medical building suite located at 210 Fort Sanders West 
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Boulevard, Building 3, Suite 100, Knoxville (Knox County), Tennessee and will 
include the continuation of existing medical imaging services at the same location 
(including MRI, CT, X-Ray, Mammography, Ultrasound, Bone Density, 
Fluoroscopy, EKG, Echo Cardiography, and Nuclear Medicine). 

OUTPATIENT DIAGNOSTIC CENTERS 

1. The need for outpatient diagnostic services shall be determined on a county-
by-county basis (with data presented for contiguous counties for comparative
purposes) and should be projected four years into the future using available
population figures.

The applicant’s proposed service area consist of Knox County. The 
applicant provided utilization projections for MRI (fixed), CT, 
Ultrasound, X-Ray, Mammography, Ultrasound, Bone Density, 
Fluoroscopy, EKG, Echo Cardiography, and Nuclear Medicine.   

It appears that the application meets this criterion. 

2. Approval of additional outpatient diagnostic services will be made only when
it is demonstrated that existing services in the applicant’s geographical service
area are not adequate and/or there are special circumstances that require
additional services.

No additional imaging services will be added to the project’s service area.   
The applicant is requesting that existing hospital licensed based imaging 
services be licensed as an outpatient diagnostic center.  

3. Any special needs and circumstances:

a. The needs of both medical and outpatient diagnostic facilities and services
must be analyzed.

The older medical imaging equipment at the existing outpatient site 
creates some functional and efficiency limitations when compared to the 
capabilities of newer equipment available at Covenant’ Health’s hospitals 
in Knox County.  The proposed project will include the replacement and 
upgrade of older medical equipment. 

b. Other special needs and circumstances, which might be pertinent, must be
analyzed.
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If approved, the applicant indicates the proposed ODC will be accessible 
to all patients in the service area, which represents a growing, aging, and 
increasingly diverse population.   
 

c. The applicant must provide evidence that the proposed diagnostic 
outpatient services will meet the needs of the potential clientele to be served. 

     
1. The applicant must demonstrate how emergencies within the 

outpatient diagnostic facility will be managed in conformity with 
accepted medical practice. 

 
Emergencies will be managed using policies and procedures that will 
conform to accepted medical practice for a freestanding ODC. 

 
It appears that this criterion will be met.    

  
2. The applicant must establish protocols that will assure that all 

clinical procedures performed are medically necessary and will 
not unnecessarily duplicate other services. 

 
The applicant will establish medical necessity policies and procedures 
to ensure all medical imaging studies to be performed are medically 
necessary and to avoid unnecessarily duplication of other services.   

It appears that the application will meet this criterion.  
 

 

Staff Summary 
The following information is a summary of the original application and all supplemental 
responses.  Any staff comments or notes, if applicable, will be in bold italics as a Note to 
Agency members. 
 
Application Synopsis 
Covenant Health Diagnostic Center, LLC, Inc. proposes to convert licensed hospital 
facility space (including MRI) at Fort Sanders West Diagnostic Center to a 
separately licensed outpatient diagnostic center (ODC).  The proposed ODC will 
provide the following imaging services: MRI (1.5T); CT (64-slice); X-Ray; 
Mammography; Ultrasound; Bone Density; Fluoroscopy; EKG; Echo Cardiography; 
and Nuclear Medicine.   The proposed project will not include pediatric MRI 
services.  A new MRI unit will be purchased to replace the existing 18+ year old 
1.5T MRI unit at the proposed ODC site.  
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An overview of the project is also provided in the Executive Summary on pages 3-5 
of the original application. 
 
If approved, the applicant expects to open the proposed ODC in January 2021. 
 
Facility Information  
Key highlights of the applicant’s proposed ODC are noted below. 

 The ODC will occupy renovated space consisting of 9,631 SF on the ground 
floor of an existing two story medical office building (Building 3). 

 The entire second floor of Building 3 is utilized by the Fort Sanders West 
Outpatient Surgery Center and was recently renovated. 

 The applicant plans to construct 100 SF of ground floor space for medical 
gas.  

 The applicant has provided a fully executed option to lease agreement to 
document control of the ODC space.   

 An April 1, 2020 letter from Daryl R. Johnson, AIA, President, Johnson 
Architecture, attests to the estimated construction cost of the proposed ODC 
and conformance with all applicable building and safety codes. 

 The hours of operation will be Monday through Friday from 7 am to 5:00 pm   
(excluding a few holidays).   

 
Project History  

 The applicant provided a history in Supplemental #2 of medical services that 
have been located at 210 Fort Sanders West Boulevard, Suite 3, Knoxville, 
TN (the same site as this application). 

 As noted in Supplemental 1, other imaging services operated under 
FSRMC’s license are provided on the hospital’s main campus in downtown 
Knoxville and at Fort Sanders Diagnostic Center in West Knoxville. 

 
Ownership 

 The applicant, Covenant Health Diagnostic Center, LLC is fully owned 
(100%) by Covenant Medical Group, Inc., (CMG). 

 CMG is a wholly-owned subsidiary of Covenant Health through Fortress 
Corporation (another wholly-owned subsidiary of Covenant Health).   

 An ownership organizational chart is located in Attachment A-4AB. 
 
NEED 
Project Need 
The applicant states that the proposed ODC is needed for the following reasons: 

 
 The proposed ODC will address increasing demand for outpatient 

diagnostic services related to population growth, evolving demographics, 
and other factors in the service area.  

4



COVENANT HEALTH DIAGNOSTIC CENTER  
CN2004-006 

JUNE 24, 2020 
PAGE 5 

 

 The proposed ODC will be accessible to patients seeking outpatient 
diagnostic imaging services related to both minor and complex medical 
conditions. 

 The ODC project will upgrade existing medical imaging resources to better 
serve patients and referring physicians in the service area.  

 The proposed project will help address the increased migration and steerage 
of some outpatients toward ODCs and other care settings. While allowing 
decompression of appropriate medical imaging volumes at Covenant 
Health’s Hospitals operating in Knox County.  

 
Service Area Demographics 
The applicant’s declared service area is Knox County. An overview of the service 
area is provided as follows: 

  The total population of Knox County is estimated at 472,696 residents in 
calendar year (CY) 2020 increasing by approximately 3.3% to 488,136 
residents in CY 2024.    

  The overall statewide population is projected to grow by 3.1% from 2020 to 
2024.  

 Based on the latest TennCare enrollee statistics, TennCare enrollees as a 
percentage of the total county population is 16.3%, compared with the state-
wide average of 20.7%. 

 
Service Area Historical Utilization 
 

Knox County MRI Utilization, 2016-2018 

Provider 
# of MRIs 

In 2018 
2016 

  

2017 2018 

2018 
Average 

Utilization 
Per MRI 

% of MRI 
Standard 
2,880 in 

2018  
 

% Change
‘16- ‘18

Service Area Total  28 105,060   86,525 87,017 3,108 108% -17%
Source: HSDA Equipment Registry, CN2004-006, Supplemental #1  

 

 The chart above indicates that MRI volumes in the Knox County decreased 
17% between 2016 and 2018.  

 Overall, the MRIs in the service area operated at approximately 108% of the 
optimal MRI volume standard in 2018.   

 A complete list of Knox County 2016-2018 MRI utilization by provider is 
located in Supplemental #1 (Attachments).  

 
Knox County, CT Utilization, 2016-2018 

Provider 
# of CTs 
In 2018 

2016 2017 2018 
% Change 

‘16- ‘18 
Service Area Total  39 224,252 224,057 217,136 -3% 

Source: HSDA Equipment Registry, CN2004-006, Supplemental #1 
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 The chart above indicates that CT volumes in the Knox County decreased 3% 
between 2016 and 2018.  

 A complete list of Knox County 2016-2018 CT utilization by provider is 
located in Supplemental #1 (Attachments).  
 

Applicant’s Historical and Projected Utilization 
 
Since the applicant is seeking to establish an ODC, there is no historical data to 
review relative to an ODC.  However, the applicant provided the following 
historical data chart for the existing Fort Sanders West Diagnostic Center (HOPD).  
 
Fort Sanders West Diagnostic Center (HOPD)’s historical MRI utilization is 
displayed in the following table: 
 

Provider 
Type 

* 

# of 
MRIs 

In 
2018 

2016 2017 2018 

2018 
Average 

Utilization 
Per MRI 

% of MRI 
Standard 
2,880 in 

2018  
 

% Change 
‘16- ‘18 

Fort Sanders West 
Diagnostic Center 

 
HOPD 1 1,068 910 769 

 
769 27% -28% 

Source: CN2004-006, Supplemental #1 
*HOPD=Hospital Outpatient Department 
 

 The fixed MRI unit at Fort Sanders West Diagnostic Center operated at 
approximately 27% of the optimal MRI volume standard in 2018. 

   
 The chart above indicates that MRI volume at Fort Sanders West Diagnostic 

Center decreased by approximately 28% between 2016 and 2018.  
 
Fort Sanders West Diagnostic Center (HOPD)’s historical CT utilization is 
displayed in the following table: 
 

Provider 
Type 

* 
# of CTs 
In 2018 

2016 2017 2018 
% Change 

‘16- ‘18 
Fort Sanders West Diagnostic 
Center 

 
HOPD 1 995 1,191 1,220 -22.6% 

Source: CN2004-006, Supplemental #1 
*HOPD=Hospital Outpatient Department 
 

 The chart above indicates that CT volume at Fort Sanders West Diagnostic 
Center decreased by approximately 22.6% between 2016 and 2018.  

 
The projected utilization of all imaging modalities planned for the proposed ODC 
in Year 1 and Year 2 is shown in the following table: 

6



COVENANT HEALTH DIAGNOSTIC CENTER  
CN2004-006 

JUNE 24, 2020 
PAGE 7 

 

Projected Procedures, All Imaging Modalities 
Imaging Modality Year One-2021 Year Two-2022 

MRI 872 1,134 
Ultrasound 2,359 3,067 
X-Ray and Fluoroscopy 4,727 6,144 
CT 1,616 2,101 
Mammography 8,470 9,317 
Bone Density 655 655 
Nuclear Medicine 80 104 
Cardiac Diagnostics 
(EKG, Holter, 
Echocardiography, etc.) 

396 396 

TOTAL 19,175 22,918 
   Source: CN2004-009, Supplemental #1 
  

 The applicant expects MRI volumes to reach 872 procedures in Year 1 (2021) 
increasing by approximately 30% to 1,134 procedures in Year 2 (2022). 

 The applicant expects total imaging volumes to reach 19,175 procedures in 
Year 1 (2021) increasing by approximately 19.5% to 22,918 procedures in 
Year 2 (2022).    

 

ECONOMIC FEASIBILITY 
Project Cost 
The total project cost is $10,633,428. Of this amount, the major costs are as follows: 

 Moveable Equipment-$6,380,922, or 60% of total project cost. 
 Facility Lease-$2,812,260, or 26.4% of total project cost 
 Construction Cost + Contingency- $1,277,938, or 12% of total cost. 
 For other details on Project Cost, see the Project Cost Chart on page 38 of the 

original application. 
 
The renovated cost per square foot is $123.31.  Due to insufficient sample size, 
HSDA statewide construction ranges are not available for Outpatient Diagnostic 
Center Construction Cost Per Square Foot for Years 2016-2018.  

Financing 
A letter from John Geppi, Executive Vice President/Chief Financial Officer of Covenant 
Health, confirms Covenant Health (owner of Covenant Health diagnostic center, LLC) 
has sufficient cash reserves to fund the proposed project. 

Covenant Health’s audited financial statements for the period ending December 31, 2018 
indicates $51,822,000 in cash and cash equivalents, total current assets of $254,040,000, total 
current liabilities of $244,843,000, and a current ratio of 1.04:1. 
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Note to Agency members: Current ratio is a measure of liquidity and is the 
ratio of current assets to current liabilities, which measures the ability of an 
entity to cover its current liabilities with its existing current assets. A 
ratio of 1:1 would be required to have the minimum amount of assets 
needed to cover current liabilities. 

 
 The net operating margin ratio for the total facility calculates to 

approximately 30% in Year 1 and 26% in Year 2. 
 
Note to Agency Members: The net operating margin demonstrates how much 
revenue remains after all the variable or operating costs have been paid.   
 

 As confirmed in Item 12 of Supplemental #1, Covenant Health’s 
capitalization ratio is 42.1%.  

 
Note to Agency Members: The capitalization ratio measures the proportion of debt 
financing in a business’s permanent financing mix.   
 
Historical Data Chart 
Since the applicant is seeking to establish an ODC, there is no ODC historical data 
chart available.  However, the applicant provided the following historical data 
chart for the existing Fort Sanders West Diagnostic Center (HOPD) in Supplemental 
#1. 
 

 According to the Historical Data Chart, Fort Sanders West Diagnostic Center 
(HOPD) experienced a net income of $547,647 for 2017; $526,645 for 2018 and 
$641,730 for 2019.  

 
Projected Data Chart 
The applicant provided projected data charts for the proposed ODC in total on 
pages 44R-45 of the application. 
 
Total Facility 

 Gross operating revenue is expected to increase by approximately 25% from 
$8,978,241 on 19,175 total imaging procedures in Year 2021 ($468 per 
imaging procedure) to $11,267,417 on 22,918 total procedures in Year 2022. 

 The applicant projects free cash flow (net balance + depreciation) of $543,406 
in Year 1 and $589,712 in Year 2.   

 
Charges 

 The proposed average gross MRI charge in Year One equals $1,982 per MRI 
procedure, average deductions from revenue $1,711 per procedure, and 
average net charge $272 per procedure.  
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 According to data reported in the HSDA Equipment Registry for the 2018 
calendar year period, an average gross charge of $1,982 per MRI procedure 
is between the first quartile ($1,517.96 per procedure) and Median ($2,381.43) 
of MRI charges in Tennessee. 

 
The applicant’s projected Total Facility payor mix for Year 1 (FY2021) is as follows: 

 
Payor Source Gross 

Revenue 
%  

Gross Revenue 
Medicare/Medicare Managed Care  $3,191,557 35.5% 
TennCare/Medicaid $350,033 3.9% 
Commercial/Other Managed Care $5,190,012 57.8% 
Self-Pay $246,640 2.7% 
TOTAL $8,978,241 100% 
Charity Care $91,073  

 Source: CN2004-006 

 Medicare and TennCare/Medicaid-2021 projected revenue is $3,541,590 
representing approximately 39.4% of total revenue in Year 1.  The ODC is 
expected to contract with all four TennCare MCOS in the service area: 
United Healthcare Community Plan, BlueCare, Amerigroup, and TennCare 
Select. 

 The ODC is expected to contract with all four TennCare MCOS in the service 
area: United Healthcare Community Plan, BlueCare, Amerigroup, and 
TennCare Select. 

 Managed Care/Commercial combined is projected to total $5,190,012 or 
57.8% of total revenue in Year 1. 

 
PROVIDE HEALTHCARE THAT MEETS APPROPRIATE 
QUALITY STANDARDS 
Licensure 
 If approved, the applicant will seek licensure by the Tennessee Department 

of Health as an ODC.  
 
Certification 
 Covenant Health Diagnostic Center will seek Medicare and 

TennCare/Medicaid certification. 
 
Accreditation 
 Covenant Health Diagnostic Center will apply for accreditation by the 

American College of Radiology. 
 

Other Quality Standards 
 The applicant commits to obtaining and/or maintaining the following: 
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o Staffing levels comparable to the staffing chart presented in the CON 
application. The applicant will maintain appropriate staffing levels 
consistent with facility imaging volumes. 

o Licenses in good standing. 
o TennCare/Medicare certifications. 
o As a new operator of the proposed ODC, the applicant does not have 

a three-year history to report regarding compliance with federal and 
state regulations.  

o Self-assessment and external peer assessment processes against 
nationally available benchmark data. 

 
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF 
HEALTHCARE 
Agreements 

 The applicant plans to have transfer agreements with area hospitals. 
 A complete listing of managed care contracts the applicant will seek is 

located on page 65 of the original application. 
 

Impact on Existing Providers 
 The applicant indicates there will be no negative impact on existing 

providers because no new services are being proposed by the proposed 
project, only the needed modernization of an existing outpatient medical 
imaging suite.    

 
Staffing 
The applicant provided the facility staffing complement in the table on page 56 of 
the original application. As noted in the table, total direct patient care in Year 1 is 
expected to be as follows:  

 .50 Nuclear Medicine Tech 
 1.0 FTE CT Technologist 
 1.0 Ultrasound Tech 
 2.07 Mammography Tech 
 2.0 FTE MRI Technologist 
 6.57 Total FTEs  

 
Note to Agency Members: One FTE means an employee who works 2,080 regular hours per 
year.  
 
Corporate documentation, facility lease, and equipment quote are on file at the Agency office 
and will be available at the Agency meeting.  
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Should the Agency vote to approve this project, the CON would expire in two 
years. 
 
CERTIFICATE OF NEED INFORMATION FOR THE APPLICANT: 
 
There are no other Letters of Intent, denied applications, pending applications, or 
outstanding Certificates of Need on file for this applicant. 
 
Covenant Health Care, which has a financial interest in this application, and has financial 
interests in the following additional types of applications: 
 
Outstanding Certificates of Need 
 
Premier Covenant ASTC, LLC, CN1903-003A, has an outstanding Certificate of 
Need that will expire on August 1, 2021.  The Certificate of Need was approved at 
the June 26, 2019 Agency meeting for the establishment of a multi-specialty 
ambulatory surgical treatment center (ASTC) with three operating rooms and no 
procedure rooms located at 6408 Papermill Drive, Knoxville (Knox County), TN 
37919. The estimated project cost is $6,390,240. Project Status: Final plans have recently 
been approved; all project transactions and agreements are now complete, renovations and 
minor construction to modify the existing medical building will begin in June 2020.   
 
CERTIFICATE OF NEED INFORMATION FOR OTHER SERVICE AREA 
FACILITIES: 
 
There are no Letters of Intent, denied applications, pending applications, or 
outstanding Certificates of Need on file for other entities proposing this type of 
service. 
 
PLEASE REFER TO THE REPORT BY THE DEPARTMENT OF HEALTH, 
DIVISION OF HEALTH STATISTICS, FOR A DETAILED ANALYSIS OF THE 
STATUTORY CRITERIA OF NEED, ECONOMIC FEASIBILITY, HEALTH 
CARE THAT MEETS APPROPRIATE QUALITY STANDARDS, AND 
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE IN 
THE AREA FOR THIS PROJECT.  THAT REPORT IS ATTACHED TO THIS 
SUMMARY IMMEDIATELY FOLLOWING THE COLOR DIVIDER PAGE. 
 
pme 
6/9/2020 

11



12



13



14



15



16



17



18



19



20



21



22



23



24



25



26



27



28



29



30



31



32



33



34



35



36



37



38



39



40



41



42



43



44



45



46



47



48



49



50



51



52



53



54



55



56



57



58



59



60



61



62



63



64



65



66



67



68



69



70



71



72



73



74



75



76



77



78



79



80



81



82



83



84



85



86



87



88



89



90



91



92



93



94



95



96



97



98



99



100



101



102



103



104



105



106



107



108



109



110



111



112



113



114



115



116



117



118



119



120



121



122



123



124



125



126



127



128



129



130



131



132



133



134



135



136



137



138



139



140



141



142



143



144



145



146



147



148



149



150



151



152



153



154



155



156



157



158



159



160



161



162



163



164



165



166



167



Covenant 

April 16, 2020 

Mr. Phillip Earhaii 
HSD Examiner 
Tennessee Health Services and Development Agency 
Andrew Jackson Building, 9th Floor 
502 Deaderick Street 
Nashville, TN 37243 

HEALTH® 

RE: Responses to Supplemental Questions - Covenant Health Diagnostic Center (CN2004-006) 

Dear Mr. Earhart: 

Please find enclosed our responses to the supplemental questions you sent regarding the above-referenced 
CON application which seeks approval for the establishment of an Outpatient Diagnostic Center (ODC). 

Should you need further clarification regarding the CON application, please let me know at your earliest 
convenience. 

Respectfully, 

Mike Richardson 
Vice President, Strategic Planning and Development 
Covenant Health 

Enclosures 

Covenant Health: Strategic Planning Depaiiment 
280 Fort Sanders West Boulevard, Building 4, Suite 218 - Knoxville, Tennessee 37922 

Office: (865) 531-5123 
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1. Section A: Executive Summary, A. Overview, 1. Description 

The applicant notes a CON is not required for MRI services in Knox County due to the 
County's large population which exceeds the current CON threshold. Please reference 
the current CON Tennessee Code Annotated (T.C.A) and the population of Knox County. 

Response: 

The current and relevant Tennessee Code Annotated (T.C.A.) citation requested is: 

T.C.A, Section 68-11-1607 (a)(l0). 

As addressed in the original CON application, both the TDH estimated population for 
Knox County in 2020 (472,696) and the TDH projected population for Knox County in 2024 
(488,136) exceed the current population threshold (250,000) related to CON requirements for 
MRI services (non-pediatric). 

What are some examples of complex medical conditions that will benefit from the 
proposed ODC? 

Response: 

The proposed ODC will be accessible to patients in the service area seeking outpatient 
diagnostic imaging services related to both minor and complex medical conditions. 

A few examples of complex medical conditions that may benefit from the proposed ODC 
project include, but are not limited to, the following: cancer (breast, lung, brain, liver, others), 
neurological disorders (multiple sclerosis, etc.); deep vein thrombosis; pulmonary embolism; 
screenings for cardiac and vascular disease; and others. 
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Briefly describe Covenant Health's integrated network of healthcare providers in Knox 
County. 

Response: 

Within Knox County, Covenant Health operates two full-service tertiary hospitals (Fort 
Sanders Regional Medical Center and Parkwest Medical Center); primary care and specialty 
physician offices (including multiple practice locations of Covenant Medical Group); home 
health and hospice services; cancer care services; rehabilitation services; outpatient medical 
and behavioral health clinics; a fitness center; and other healthcare-related organizations and 
collaborative ventures to address community needs (including multiple ASTC joint-ventures 
with local physician organizations). 

Additional information regarding Covenant Health is provided via attachment - and is 
available via the organization's website: www.covenanthealth.com. 

See Supplemental Attachment, Overview of Covenant Health 
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Please describe the type and location of medical imaging services at Fort Sanders 
Regional Medical Center licensed under the hospital's current license? 

Response: 

Fort Sanders Regional currently operates medical imaging services at only two locations, 
both in Knox County, Tennessee: 1) on its main hospital campus in Downtown Knoxville 
(a full-service general acute care hospital) and 2) at the Fort Sanders West Diagnostic Center 
in West Knoxville (a hospital-based outpatient medical imaging department). 

A brief summary of the medical imaging department services currently offered by Fort 
Sanders Regional Medical Center at each location is provided below, as well as each site 
address: 

Fort Sanders Regional Medical Center (Main Hospital Campus in Downtown Knoxville) 
1901 W. Clinch Avenue, Knoxville, TN 37916 

• X-ray & Fluoroscopy 
• MRI 
• CT Imaging 
• Ultrasound 
• Nuclear Medicine Imaging 
• Interventional Radiology (IVR) Imaging 
• Positron Emission Tomography (PET) 
• Mammography, including 3D (tomosynthesis) 
• Bone Densitometry 
• Cardiac diagnostic imaging (including Echocardiography, EKG/Holter Monitor, etc.) 

Fort Sanders West Diagnostic Center (HOPD in West Knoxville) 
210 Fort Sanders West Boulevard, Building 3, Suite 100, Knoxville, TN 37922 

• X-ray & Fluoroscopy 
• MRI 
• CT Imaging 
• Ultrasound 
• Nuclear Medicine Imaging 
• Mammography, including 3D (tomosynthesis) 
• Bone Densitometry 
• Cardiac diagnostic imaging (including Echocardiography, EKG/Holter Monitor, etc.) 

171



Please clarify if the applicant will provide lab testing at the proposed ODC site. 

Response: 

The proposed ODC site will have a small lab area as indicated on the Floor Plan. However, 
only lab specimen collection will occur typically at the new ODC site if needed - and any 
required and related lab processing will likely be done at other lab facilities if/when needed. 

What is the distance of the proposed ODC to all hospitals and existing ODCs in Knox County? 
Please provide a table. 

Response: 

See Supplemental Attachment, 
Distance of Proposed ODC to Knox County Hospitals and ODCs 

What is the age and strength of the MRI to be replaced? 

Response: 

The MRI equipment to be replaced by the ODC project is more than 18 years old, acquired 
in 2002. It is an older 1.5 T (Tesla) MRI unit manufactured by GE. 

The proposed ODC will have a brand new, state-of-the-art MRI unit to provide improved 
medical imaging studies for patients, consumers, and physicians in the service area. 

2. Section A, Project Details, Item 5, Management Agreement. 

The draft management agreement is noted. However, please provide a revised draft 
management agreement that includes the anticipated term of the agreement and the 
management fee payment methodology and schedule. 

Response: 

A revised Draft Management Agreement has been provided via attachment. 

The "management fee" for the project (to be paid to an affiliate) will be 6% of Net Operating 
Revenue. This is indicated on the revised Draft Management Agreement. Also, this amount 
was reflected on the Projected Data Chart of the Original CON Application (i.e. line D.5.a., 
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which shows a combined 12 months of management fees to be paid to an affiliate for both 
Year 1 and Year 2 of the ODC project). There is no specific "fee schedule" for the Draft 
Management Agreement, since the management fee is based upon a fixed rate and evolving 
Net Operating Revenue amount to be realized in future accounting periods (rather than a 
specific monthly or annual rate). 

The "effective date" of the Draft Management Agreement is TBA (i.e. if the CON is 
approved); appropriate signatures will included on any final management agreement. 

As reflected in the attached document, the "Term" of the draft management agreement is 
perpetual; however, the draft management agreement is subject to termination by either party 
upon thirty (30 days) written notice. This arrangement is appropriate considering that all 
organizations involved with the proposed ODC project are wholly-owned, integrated, and 
controlled by the same parent company, Covenant Health. 

See Supplemental Attachment, Revised Draft Management Agreement 

3. Section A, Project Details, Item 6.A, Legal Interest in Site. 

The lease is noted. Please provide a copy of the title/ deed of the property. 

Response: 

The existing medical imaging suite (i.e. Condominium Unit One in attached documents) 
located on the ground floor of an existing medical building (Building 3, located at 210 Fort 
Sanders West Boulevard) to be leased for the proposed ODC project is currently controlled 
by Fort Sanders Regional Medical Center. This medical imaging suite ( Condominium Unit 
One), to be improved and utilized for the proposed ODC project, is the only suite (Suite 100) 
that exists on the ground floor of Building 3 of the Fort Sanders West Campus. 

A copy of the Assignment of Leasehold Condominium Unit (dated: September 1, 2009) for 
Condominium Unit One at 210 Fort Sanders West Boulevard in Knox County (which is on 
record with the Register of Deeds for Knox County, Tennessee) is provided via attachment to 
document that Fort Sanders Regional Medical Center still controls and utilizes the suite/space 
to be used by the proposed ODC project (i.e. after the proposed ODC conversion if the CON 
is approved). Additionally, a letter from the Assistant General Counsel for Covenant Health 
( dated: March 31, 2020) is attached to "memorialize the intent of Fort Sanders Regional 
Medical Center to transfer ownership of its suite at 210 Fort Sanders West Boulevard, Suite# 
100, Building 3, Knoxville, Tennessee 37922 to Fortress Corporation should the certificate of 
need request for an outpatient diagnostic center be approved". As indicated in the executed 
Lease Option provided with the Original CON Application packet via attachment, Fortress 
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Corporation would then lease the needed suite/space it will control to Covenant Health 
Diagnostic Centers, LLC for the proposed ODC project. 

As explained within the Original CON Application, all entities involved with the ownership, 
management, operations, and property considerations for this project are wholly-owned and 
controlled by the same parent organization, Covenant Health. The pending real estate 
trans£ ers (1. from Fort Sanders Regional Medical Center back to Fortress Corporation and 2. 
from Fortress Corporation to Covenant Health Diagnostic Centers, LLC) will be 
intercompany transactions within the Covenant Health organization that will occur as 
planned and documented if the ODC CON approved. 

See Supplemental Attachment, 
Additional Documentation Regarding Intercompany Property Trans£ er Transactions 
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4. Section A, Project Details, Item 6.B.2 Floor Plan 

How many floors are included in the building that will house the proposed ODC? Please 
clarify if the whole building will be licensed as an ODC. If not, what other services will 
be available in the building, and how will those services be licensed? 

Response: 

The existing medical building that will house the proposed ODC only has two (2) floors. 

Only the first floor space of the existing building will be utilized by the proposed ODC, 
which will be licensed as an ODC if the CON project is approved by the TN HSDA. 

The existing medical imaging suite to be converted and improved for the ODC project is 
located on the ground floor of Building 3 located at 210 Fort Sanders West Boulevard (Suite 
100, the only suite on the ground floor). Nothing else is located on the first floor except 
stairwells and elevator access in common space to allow accessibility to/from the second floor 
of the building. 

The entire second floor of Building 3 is utilized by the Fort Sanders West Outpatient Surgery 
Center (FSWOSC), which has operated at the same location as a licensed ASTC for many 
years (i.e. Tennessee State ID # 47309; Tennessee License # 025; located at 210 Fort Sanders 
West Boulevard, Second Floor - as confirmed by the 2019 Final Joint Annual Report of 
Ambulatory Surgical Treatment Centers, which is available for review via the Tennessee 
Department of Health's website: https://apps.health.tn.gov/publicjars/default.aspx). The 
second floor was recently renovated to improve the space for the FSWOSC ASTC and 
accommodate evolving physician needs. 

No other healthcare services will be available (or licensed) within the building to be used for 
the proposed ODC project. 
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5. Section B, Need, Project Specific Review Criteria (Outpatient Diagnostic Centers) Item 
3 

If approved, how will the proposed ODC project reduce outpatient-imaging volumes at 
Fort Sanders Regional Medical Center, which is also owned by the applicant? 

Response: 

As indicated in the original CON application, any reduction in outpatient medical imaging 
volumes at Fort Sanders Regional Medical Center (FSRMC) related to the proposed ODC 
project will represent a modest and planned decompression of hospital-based outpatient 
procedures at the downtown location - which will allow existing capacity and resources at 
the FSRMC main campus to be used to accommodate growing demand for both inpatient and 
outpatient services in the region (related to a growing and aging population; various 
community health issues; medical imaging volume increases and shifts related to other 
service line growth at FSRMC; evolving service access needs in downtown Knoxville; etc.). 
Any impact on total FSRMC imaging volumes at the main hospital campus related to the 
proposed ODC project, which likely relates to only a small percentage of total hospital 
imaging volumes over time, will be realized as simply a slower anticipated rate of annual 
volume growth at FSRMC during the first few years of the ODC project (i.e. reflected in charts 
provided as response to other supplemental questions). 

Approval of the proposed ODC allows rational capacity planning to address both health 
system and community needs across medical imaging site alternatives, while improving 
access and choice for patients and consumers who may seek outpatient imaging care within 
an ODC setting in the future. The new medical imaging equipment and care environment 
for the proposed ODC will be state-of-the-art, improving existing healthcare resources to 
create outpatient clinical capabilities and performance similar to those received by patients, 
consumers, and physicians at the hospital outpatient imaging sites of Covenant Health. 

6. Section B, Need. Item 3 

Please complete the historical utilization table on the top of page 28 for the existing Fort 
Sanders Medical Center outpatient imaging center and submit a replacement page 28 
(labeled as 28R). 

Response: 

See Supplemental Attachment, Replacement Page 28R 
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7. Section B, Need. Item 5 

Please complete the following tables for Knox County. 

Service Area MRI Utilization, 2016-2018 
2018 t¼1 of 

Average MRI 
# of 

Provider 
Type 

MRis 2016 2017 2018 
Utilization Standard 

* Per MRI 2,880 in 
In 2018 

2018 

Service Area Total I/ , , /. : 
,, . ' 

Notes:(*) HOSP= Hospital, PO= Pi,ysician Office, HOPD=Hospital Outpatient Dept., ODC=Outpatient Diagnostic Center 
Source: HSDA Equipment Registry 

Knox County CT Utilization, 2016-2018 

Type 
# of 

%Change 
Provider 

* 
CTs 2016 2017 2018 

'16- '18 
In 2018 

Service Area Total '",. 'ji;}'' 
.. Notes:(*) HOSP= Hosp1tal, PO= Pi,ys1cwn Office, HOPD=Hosp1tal O11tpat1e11t Dept., ODC=Outpatient Diagnostic Cwter 

Source: HSDA Equipment Registry 

Response: 

0/41 Change 
'16- '18 

See Supplemental Attachment, MRI and CT Utilization for Knox County (2016-2018) 
Section B, Need. Item 5 
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8. Section B, Need. Item 6 

Please complete the following table for the existing Fort Sanders West Diagnostic Center. 

Historical Utilization 
Modality 2017 2018 2019 
MRI 
Ultrasound 
X-Ray 
CT 
Mammography 
Ultrasound 
Bone Density 
Fluoroscopy 
EKG 
Echo Cardiography 
Nuclear Medicine 
Total 

Response: 

See Supplemental Attachment, Historical Utilization at FSWDC (HOPD) 
Section B, Need. Item 6 
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Please complete the following table for Year One and Year Two of the proposed project. 

Projected Utilization 
Modality Year One (2021) Year Two (2022) 
MRI 
Ultrasound 
X-Ray 
CT 
Mammography 
Ultrasound 
Bone Density 
Fluoroscopy 

EKG 
Echo Cardiography 
Nuclear Medicine 
Total 19,175 22,918 

Response: 

See Supplemental Attachment, Projected Utilization for Proposed ODC Project (CHDC) 
Section B, Need. Item 6 
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The applicant indicates there will be redirection from Covenant Health Hospital locations 
in Knox County to the proposed ODC. Please complete the following chart for Fort 
Sanders Regional Medical Center. 

Historical Utilization Projected 
Modality 2017 2018 2019 2021 2022 
MRI 
Ultrasound 
X-Ray 
CT 
Mammography 
Ultrasound 
Bone Density 
Fluoroscopy 
EKG 
Echo Cardiography 
Nuclear Medicine 
Total 

Response: 

See Supplemental Attachment, FSRMC Utilization and Projections 
Section B, Need. Item 6 

9. Section B, Economic Feasibility, Item 3 

Please provide a historical data chart for the existing Fort Sanders West Diagnostic 
Center. 

Response: 

The project seeks to establish a new institution (ODC), so a historical data chart was not 
included in the original CON application. However, additional information requested for 
FSWDC (i.e. existing HOPD assets to be converted and improved for the freestanding ODC 
project) is provided via attachment. The requested chart was created for informational 
purposes from appropriate internal information and data available at the hospital 
department level. All major line totals in the supplemental information are complete and 
accurate, including solid allocation estimates for management fees, benefits, and 
depreciation). 

See Supplemental Attachment, Historical Data Chart for FSWDC (HOPD) 
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10. Section B, Economic Feasibility Item 4 (Projected Data Chart) 

The Projected Data Chart is noted. However, the applicant counted salaries and wages 
twice. There is no line for D.1, it is a heading. Please revise and submit a replacement 
page 44 (labeled as 44R). 

Response: 

Although the Total Salaries and Wages for the proposed ODC project were shown on Line 
D.1 of the Projected Data Chart in the original CON application (i.e. page 44: preceding the 
required break-out of Salaries and Wages for a. Direct Patient Care and b. Non-Patient Care), 
the combined salaries and wages were not counted twice in the Total Operating Expenses line 
of the Projected Data Chart. The total was included for informational purposes. 
As requested, a replacement for Page 44 has been provided via attachment (i.e. without the 
salaries and wages combined total included on Line D.1.) 

See Supplemental Attachment, Replacement Page 44R 

11. Section B, Economic Feasibility Item 5.A. (Proposed Charges) 

Please also include a comparison to HSDA Equipment Registry MRI range of charges for 
Fort Sanders Hospital and the proposed ODC in the response to this question (1st 

Quartile, Median, 3rd Quartile) for Year One (2021) of the proposed project. 

Response: 

The MRI average gross charge for Year 1 (2021) of the proposed ODC project will be $1,982. 
• This proposed MRI average gross charge for the ODC project is between the 1st 

Quartile ($1,517.96) and the Median($ 2,381.43) from the HSDA's published ranges 
for Gross Charges per Procedure/Treatment (Year 2018) currently available on the 
HSDA website in April 2020 (Source: HSDA Medical Equipment Registry -10/21/2019). 

• Additionally, this proposed MRI average gross charge for the ODC project in Year 1 
(2021) is less than the current MRI average gross charge for Fort Sanders Regional 
Medical Center($ 2,140 per MRI scan in December 2019; $ 2,142 per MRI scan in March 
2020). The MRI average gross charge for Fort Sanders Regional Medical Center is less 
than the Median ($2,381.43) from the HSDA's published ranges for Gross Charges per 
Procedure/Treatment (Year 2018) currently available on the HSDA website in April 
2020 (Source: HSDA Medical Equipment Registry - 10/21/2019). 

• The current HSDA MRI range of charges is provided below for reference if needed. 
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Equipment Type 

MRI 

Gross Charges per Procedure/Treatment 
By Quartiles 
YEAR= 2018 

1st Quartile Median 

$1,517.96 $2,381.43 

3rd Quartile 

$4,576.42 

Source: HSDA Medical Equipment Registry - 10/21/2019; latest available on HSDA website in April 2020. 

Please also compare proposed ODC' s MRI charges in Year One to current 2020 charges 
at Fort Sanders West Diagnostic Center. 

Response: 

The MRI average gross charge for Year 1 (2021) of the proposed ODC project will be $1,982-
which is less than the current 2020 average gross charge for MRI at Fort Sanders West 
Diagnostic Center (HOPD): $ 2,033 per MRI scan (which also falls between the 1st Quartile 
and Median from the HSDA's published ranges for Gross Charges per Procedure/I'reatment 
(Year 2018) for MRI currently available on the HSDA website in April 2020. 
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Please complete the following chart: 

A verage P . t dR ro1ec e {P evenue d roce ure b I ,y mag1ng Md I' Y 1 o a Ity- ear 
Modality Procedures Gross Revenue Deductions Net Revenue 

From Revenue 
MRI 
CT 
X-Ray 
Mammography 
Ultrasound 
Bone Density 
Fluoroscopy 
EKG 
Echo 
Cardiography 
Nuclear Medicine 
TOTAL 19,175 $468 $364 $105 

Response: 

See Supplemental Attachment, 
Average Projected Revenue/Procedure by ODC Imaging Modality (Yl) 
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12. Section B., Economic Feasibility, Item 6.C. 

The capitalization ratio is noted. Please provide the calculations to compute a 
capitalization ratio of 42:1. 

Response: 

Consistent with CON Application Instructions, the formula for this capitalization ratio is: 

(Long-Term Debt)/ (Long-Term Debt+ Total Equity {Net Assets}) X 100. 

Requested clarification for the capitalization ratio for this project includes the following: 
• 12/31/18 Long-Term Debt: $764,425,000 

• 12/31/18 Total Equity: $1,049,413,000 

Therefore, Capitalization Ratio Calculation: 
• (764,425,ooo / (764,425,ooo + 1,049,413,000) = .421 

• .421 X 100 = 42.1 

13. Quality Standards, Quality, Item 2.A.4 and Item 2.A.5 

Since the applicant is an existing licensed healthcare institution, please address both 
items 4 and 5 of the Quality Standards Section. 

Response: 

To clarify, the applicant is not "an existing healthcare institution applying for a CON". 
Rather, the applicant is a new company that is seeking CON approval to establish a new 
healthcare institution (ODC) that will be freestanding and independently licensed (i.e. via 
the conversion of existing healthcare assets of currently operated as a hospital-based 
outpatient imaging department). However, additional information for items 4 and 5 of the 
Quality Standards Section is provided regarding Fort Sanders West Diagnostic Center 
(FSWDC), the existing HOPD to be converted to a freestanding and independently licensed 
ODC if the CON application is approved. 

As an outpatient department of Fort Sanders Regional Medical Center - FSWDC has 
demonstrated an ongoing commitment to quality and providing excellent care to all patients 
in the community. FSRMC and FSWDC (HOPD) are in good standing with 
MedicarefMedicaid/fennCare, have not been decertified in recent years, and have not been 
cited for any compliance concerns or major patient care deficiencies in recent years. FSWDC 
is accredited by The Joint Commission. Direct supervision and interpretation of all imaging 
exams are provided by Vista Radiology, PC, which is comprised of Board Certified 
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radiologists (American Board of Radiology: ABR). Additionally, FSWDC is accredited by 
the American College of Radiology (ACR) in MRI, Breast MRI, CT, Ultrasound, Breast 
Ultrasound, Mammography, and Stereotactic Breast Biopsy. Such ongoing commitment to 
quality performance, compliance with quality standards, and related accreditations will 
continue if the new ODC institution is approved. 

Section B, Orderly Development Item 1 

Will the applicant have radiologists on staff to read and interpret diagnostic scans? If not 
what contractual relationships will the applicant have with qualified radiologists? 

Response: 

Yes. As addressed in the original CON application, a group of Board Certified Radiologists 
(Vista Radiology, PLLC) with significant experience across care settings will provide reads, 
radiological interpretations, medical oversight, and on-site supervision as needed for all 
diagnostic scans for the proposed ODC via agreement if the CON is approved - the same 
group of physicians who perform the same services at FSWDC (HOPD) currently. The 
involved radiologists will serve as the primary medical staff for the proposed ODC and will 
work with administrative leaders and clinical staff of the ODC to ensure an appropriate, safe, 
high quality clinical environment that will meet accreditation and performance criteria 
addressed elsewhere within the original CON application and supplemental materials. 

Will the radiologists utilized by the applicant participate in the same plans as the 
applicant including Medicare and TennCare MCOs? 

Response: 

Yes. The involved radiologists have in the past and will continue to do so in the future. 

Will the applicant's charges be a global fee including the radiologists' charges or will the 
radiologists bill the patients separately? 

Response: 

Similar to many outpatient medical imaging centers across the U.S. and within Tennessee, 
the applicant (CHDC) will primarily (typically) bill for the technical (facility) component for 
the diagnostic imaging services of the proposed ODC. The independent radiologists, who 
have been closely aligned with Covenant Health across multiple organizations for many 
years, will primarily (typically) bill for the professional (medical) component for the 
diagnostic imaging services of the proposed ODC. However, it is possible that the applicant 
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and involved radiologists could collaborate to bill together, representing a global fee, at some 
point in the future if/as required to bill in such a way by individual payers as the local market 
evolves. The proposed ODC, as an affiliate of Covenant Health, has the resources and 
expertise to address such billing issues efficiently as required by various payer organizations 
in the future. 

Please list the hospitals in Knox County the applicant plans to contract. Please include 
the distance from the proposed ODC from each hospital. 

Response: 

The proposed ODC plans to maintain contracts with both Fort Sanders Regional Medical 
Center (Knox County) and Parkwest Medical Center (Knox County) during the initial years 
of the project. Both hospitals are wholly-owned and operated by Covenant Health, the parent 
company of all integrated organizations involved with the proposed ODC project. Fort 
Sanders Regional Medical Center is approximately 13 miles from the proposed ODC site. 
Parkwest Medical Center is approximately 4 miles from the proposed ODC site. 
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14. Section B, Orderly Development Item 2.B Negative Effects 

If approved, please address how the proposed ODC' s lower MRI charges will affect the 
utilization of hospitals in the proposed service area that have higher MRI gross charges. 

Response: 

The initial MRI gross charges for the proposed ODC will be less than known average hospital 
and ODC MRI charges in the service area, and are within an acceptable range based upon the 
HSDA MRI charge ranges currently available (between the 1st Quartile and Median). As a 
result of multiple factors (including lower initial and ongoing charges; some payer/consumer 
directed shifts for outpatient care; evolving physician referral patterns; and other factors 
addressed elsewhere in the CON application), it is expected that the number of diagnostic 
tests performed at the ODC will increase incrementally over time to support viability of the 
proposed ODC. However, although some modest decompression and anticipated redirection 
of procedures should occur as planned during the initial years of the proposed ODC project, 
the new ODC will not have a major affect on the historical utilization of hospital imaging 
services in the service area since the project represents a simple conversion of an existing 
medical imaging suite that has been operating in the service area for many years - and 
because the overall demand for medical imaging services across care settings is expected to 
increase for providers in future years. Any impact on total FSRMC imaging volumes at the 
main hospital campus related to the proposed ODC project, which likely relates to only a 
small percentage of total hospital imaging volumes over time, will be realized as simply a 
slower anticipated (and planned) rate of annual volume growth at FSRMC's main campus 
during the first few years of the ODC project (i.e. reflected in charts provided as response to 
other supplemental questions). Upon completion, the proposed ODC will offer state-of-the
art diagnostic imaging equipment that will be similar to the modern equipment used by 
Covenant Health's hospitals operating in the region, thus enhancing clinical performance 
and efficiency at the proposed project site. 
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15. Section B, Orderly Development Item 4 

Please respond to question 4.A and 4.B for all outstanding Covenant Health and/ or 
affiliated CON projects. 

Response: 

Consistent with information on the HSDA website currently, neither Covenant Health nor 
any of its wholly-owned affiliates have outstanding CON s at this time. However, there is 
one (1) outstanding CON project currently for which Covenant Health holds a minority 
ownership interest through one of its wholly-owned affiliates: 

CN1903-003 Premier Covenant ASTC, LLC (Knox County) 
• CON Approved by HDSA for the "Establishment of an ASTC with 3 ORs and zero PRs. 

The ASTC will be in leased space within an existing medical office building'' 

• Total Project Cost: $6,390,240 

• HSDA Approval Date: 6/26/2019 

• CON Expiration: 8/1/2021 

• Current ASTC Project Status: the approved ASTC project is proceeding as planned 
after a few unexpected scheduling delays (i.e. time to address required variances with 
city; related construction drawing delays until February 2020; State reviewers just 
recently approved final plans; all project transactions and agreements are now 
complete; renovations and minor construction to modify the existing medical building 
will begin by June 2020). The required Annual Progress Report will be submitted in a 
timely manner in upcoming months. Also, it is anticipated that the required Final 
Project Completion Form will be submitted in a timely manner upon project 
completion before CON expiration in August 2021. 
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16. Section B, Orderly Development Item 5 A-C 

Please respond the question 5.A-C for all Covenant Health and/ or affiliated entities with 
common ownership. 

Response: 

Question 5, A-C: Equipment Registn; - For the applicant and all entities in common ownership with 
the applicant. 

A. Do you own, lease, operate, and/or contract with a mobile vendor for a Computed Tomography 
scanner (CT), Linear Accelerator, Magnetic Resonance Imaging (MRI), and/or Positron 
Emission Tomographer (PET)? 

Response: The applicant is a new organization and does not own, lease, operate, or contract 
with any mobile equipment vendors for CT, Linear Accelerator, MRI, or PET equipment. 
However, two affiliates of Covenant Health (parent company of the applicant and other 
involved organizations) currently operate approved mobile PET/CT equipment leased via 
vendor contracts: 1) Cumberland Medical Center and 2) LeConte Medical Center. 

1. Cumberland County I HOSP: Cumberland Medical Center* 
Mobile (Part): 2 days/week/Shared: No/Brand & Type: Siemens PET/CT 

2. Sevier County I HOSP: Leconte Medical Center* 
Mobile (Part): 2 days/month/Shared: No /Brand & Type: Siemens Biograph Truepoint 
PET/CT 

(*) Source Notes: HSDA Equipment RegistnJ and Data on the HSDA Website 04-15-20: 
• Positron Emission Tomography Scanners (as of 8/27/2019): https:l/www.tn.gov/hsda/medical

equip111ent-regist111/medical-eq1tip111ent-statistics.ht111l 

• Health Care Providers that Utilize PET Scanners - Trends; Medical Equipment Registry (as of 

10/21/2019): https:1/w'lvw. tn.gov/conte11t/dam/t11/11sda/doc1m1ents/procedure%20tre11d-pet.pdf 

B. If yes, have you submitted their registration to HSDA? If you have, what was the date of 
submission? --~=-

C. If yes, have you submitted your utilization to Health Services and Development Agency? If 
you have, what was the date of submission? __ == 

Response: Yes to both B and C. The required mobile equipment registration and utilization 
information is submitted and/or updated annually during the first quarter of each year as required 
(typically in January or February). The information on the HSDA website is correct and current. 
Updated mobile equipment information for LeConte Medical Center was submitted to the HSDA 
office via email with confirmed receipt on January 29, 2020. The updated mobile equipment 
information for Cumberland Medical Center was submitted to the HSDA office via email with 
confirmed receipt on February 28, 2020. 
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Required AFFIDAVIT: Supplemental Materials 

See Supplemental Attachment, Signed and Notarized Affidavit 
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Supplemental Attachments 
Covenant Health Diagnostic Center 

(ODC CON: CN2004-006) 
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Supplemental Attachment, Overview of Covenant Health 
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Covenant Health Overview: 

Covenant Health is a comprehensive, community-owned health system dedicated to improving the health of the people it 
serves. Established in 1996 by the consolidation of Fort Sanders Health System, Knoxville, Tennessee, and MMC HealthCare 
System in Oak Ridge, Covenant Health is governed by a voluntary board of directors made up of community leaders and 
medical professionals. 

Covenant Health includes nine acute care hospitals in East Tennessee: Methodist Medical Center of Oak Ridge, Fort Sanders 
Regional Medical Center and Parkwest Medical Center in Knoxville, Fort Loudoun Medical Center in Lenoir City, LeConte 
Medical Center in Sevierville, Morristown-Hainblen Healthcare System in Morristown, Roane Medical Center in Harriman, 
Claiborne Medical Center in Tazewell and Cumberland Medical Center in Crossville. It also includes Peninsula Hospital, a 
psychiatric hospital in East Tennessee's Blount County. 

Member organizations also include the Patricia Neal Rehabilitation Center, Thompson Cancer Survival Center, Peninsula (a 
division of Parkwest Medical Center), Fortress Corporation, Fort Sanders West Diagnostic Center, Nanny's, Fort Sanders Health 
and Fitness Center, Covenant Medical Group, and Covenant Horn.eCare and Hospice. Covenant Health also operates the Fort 
Sanders Nursing Department, a baccalaureate nursing education program at Tennessee Wesleyan College, in Athens, 
Tennessee. 

Philanthropic affiliates include Fort Sanders Foundation and the Thompson Cancer Survival Center Foundation in Knoxville, 
Methodist Medical Center Foundation in Oak Ridge, the Dr. Robert F. Thomas Foundation in Sevierville, and Morristown
Hamblen Foundation in Morristown. Funds raised by the foundations provide services, equipment and other resources for 
excellence in patient care. 

More than 10,000 people are employed by Covenant Health and its member organizations. Working together with nearly 1,500 
affiliated physicians, these healthcare professionals deliver quality care to thousands of patients throughout East Tennessee. 

Additional information regarding Covenant Health is available via the organization's website: www.covenanthealth.com. 
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Our board m<!mbers and administrative leaders serv<! our communities th.-ough strategic 
planning and su=ssful op<iratlon of th<as<! Covenant H<!alth mamb<lr organizations: 

Hospltlils 

daibome Medical Center 
Cumberland Medical Center 
Fort Loudoun Medical Center 
Fort Sanders Regional Medical Center 
LeConte Medical Center 
Methodist Medi ca I Center of Oak Ridge 
Morristown-Hamblen Healthcare System 
Parkwest 11/,edical Center 
Peninsula Hospital 
Roane Medical Center 

Oiltpatlelit aiill SpaciiiltjCare 

Covenant and Methodist Therapy Centers 
Covenant Breast Centers 
Covenant HomeCare and Hospice 
Covenant Joint Centers 
Covenant Sleep Centers 
Claiborne Health and Rehabilitation Center 
Fort Sanders Sevier Nursing Home 
Fort Sanders W<St. Diagnostic Center 
Morristown Ro?gional Diagnostic Center 
Patricia Neal Rehabilitation Center 
Peninsula Outpatient Centers 
Thompson Cancer Survival Centers 

~idan 5a'IIICl!S 

Covenant Medical Group, Inc. 

Covenant Health also partners in joint 
ventures with physicians who perform 
surgeries and provide other medical services. 

()flier ~msandServiCl!S 

Covenant Staffing Services 
Fort Sanders Health and Fitness Center 
Fortress Corporation 
Nanny's 
Tennessee Wesleyan University 

- Fort Sanders Nursing 

Fouildlltions 

Claiborne Healthcare Foundation 
Dr. Robert F. Thomas Foundation 
Fort Sanders Foundation 
Methodlst Medical Center Foundation 
Morristown-Hamblen Hospital Foundation 
Thompson Cancer Survival Center Foundation 
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Supplemental Attachment, 
Distance of Proposed ODC to Knox County Hospitals and ODCs 
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Supplemental Attachment 

Distance of Proposed CHDC ODC to Knox County Hospitals and ODCs 

Knox County Hospital Approximate Distance to Proposed ODC Site 

Fort Sanders Regional Medical Center 13 Miles 
Parkwest Medical Center 4.1 Miles 
East Tennessee Children's Hospital 13.1 Miles 
UT Medical Center 14-19 Miles 
North Knoxville Medical Center 17-19 Miles 
Turkey Creek Medical Center 2.3-2.8 Miles 
Physicians Regional Medical Center (Now Closed) 15.1 Miles 

Knox County ODC Approximate Distance to Proposed ODC Site 

ODC Name: East Tennessee Community Open MRI 9 Miles 
ODC Name: Outpatient Diagnostic Center of Knoxville 15 Miles 
ODC Name: East Tennessee Diagnostic Center 9 Miles 

Source: Google Maps regarding primary common routes (04-15-20) 
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Supplemental Attachment, Revised Draft Management Agreement 
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MANAGEMENT SERVICES AGREEMENT (REVISED DRAFT) 

TIDS MANAGEMENT SERVICES AGREEMENT (this "Agreement") is made and 
entered into as of (TBA if CON Approved), 20_ by and between COVENANT HEAL TH 
DIAGNOSTIC CENTERS, LLC, a Tennessee limited liability company ("Owner"), and 
COVENANT MEDICAL GROUP, INC., a Tennessee corporation ("Manager"). 

RECITALS 

(A) Owner intends to operate an independent diagnostic testing facility (the "Center") 
located at 210 Fort Sanders West Boulevard, Suite# 100, Building 3, Knoxville, Tennessee 37922. 

(B) Owner desires to retain Manager to render certain services and support needed for 
the operation of the Center, on the te1ms and conditions set fmih in this Agreement. 

NOW, THEREFORE, in consideration of these premises and the mutual covenants mad¢ 
below, and for other good and valuable consideration, the receipt and sufficiency of which each of 
Owner and Manager acknowledges the paiiies agree as follows: 

ARTICLE 1: RELATIONSHIP OF PARTIES 

Section 1.1 Retention. Owner retains Manager to render the services to the Center on 
the terms set f mih in this Agreement. 

Section 1.2 Authority and Control. Manager acknowledges that ultimate control of the 
business and operations of the Center shall remain with Owner. 

Section 1.3 Independent Contractor. Owner and Manager intend to act and perform' as 
independent contractors, and the provisions of this Agreement are not intended to create any 
partnership, joint venture, agency or employment relationship between the paiiies. Each party shall 
be responsible for and shall comply with all state and federal laws pe1iaining to employment taxes, 
income withholding, unemployment compensation contributions, and other employment-related 
statutes applicable to that party or its respective employees. 

Section 1.4 Standard of Performance. Manager agrees that in performing its duties as 
described in A1iicle 2 and A1iicle 3 of this Agreement, Manager shall (a) act within the parameters 
of all applicable statuto1y and regulatory authorities, licensing guidelines and standards of care, and 
(b) use commercially reasonable efforts to comply at all times with any reasonable other or 
additional goals, policies and objectives of the Owner as disclosed in writing by Owner to Manager 
from time to time and as are consistent with the terms of this Agreement. Owner acknowledg(fa 
that Manager may contract with affiliates of Manager for, or otherwise obtain from such affiliates, 
necessary items or services for the Center, and Owner specifically authorizes Manager to so 
contract with and obtain items or services for the Center from such affiliates as long as the tenns 
upon which Manager obtains such items or services are no less favorable to the Center than 
Manager could obtain such items or services from umelated third parties. 
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Section 1.5 Compliance with Anti-Kickback Laws. Manager shall use commercially 
reasonable efforts to comply with, and assist the Center, Owner and physicians performing 
services at the Center in complying with, the federal fraud and abuse statute ( 42 U.S.C. § l 320-
7b ), any state or federal anti-self referral law, or any similar healthcare related laws, including, 
without limitation, 42 U.S.C. § 1395nn (the federal Limitation on Ce1iain Physician Referrals, or 
"Stark Law") and the Tennessee Health Care Referral Law (Tenn. Code. Ann. §63-6-602, et seq.), 
and any associated rules and regulations (collectively, the "Anti-Kickback Laws"). In furtherance 
of the foregoing, Manager (a) shall not take any actions, either overt or covert, financial or 
otherwise, to induce, cause or require any physician to utilize or refer patients to the Center; and 
(b) shall, in consultation with Owner, develop policies and procedures for the Center designed to 
maintain compliance with the Anti-Kickback Laws. Notwithstanding the foregoing, Manager 
expressly disclaims any ability to control Owner or the physicians performing services at the 
Center, or any employees or other agents of the foregoing, for purposes of compliance with the 
Anti-Kickback Laws. 

Section 1.6 Determination of Appropriate Cases. Anything herein to the contfary 
notwithstanding, Manager acknowledges and agrees that Owner reserves the sole and exclusive 
right to determine the nature of cases and procedures to be performed at the Center and the 
identity of the source of payment for any of the same, and Owner reserves the right to preclude 
any cases or procedures from being performed at the Center if Owner determines that said cases 
or procedures are not appropriate for the Center and/or that the source of payment is not 
acceptable, each in Owner's sole and absolute discretion. 

ARTICLE 2: SERVICES 

Section 2.1 Management Services. Manager shall render all management services, 
direction, advice, supervision and assistance as are necessary or advisable in the operation of, the 
Center, including, without limitation, the following: 

(a) Doing or causing to be done all acts, procedures, and any other matters 
necessary, appropriate or related to obtaining and maintaining (i) all necessary licenses, pe1mits and 
approvals from all regulatory authorities having jurisdiction over the Center, and (ii) the 
accreditation of the Center with the accreditation agencies or organizations, insurance companies 
and/or Third Paiiy Payors designated by the Owner; 

(b) Arranging for the purchase by Owner of hazard, liability and other 
necessary insurance coverage for the Center in amounts and upon te1ms designated by Owner; 
provided, however, that (i) any such policy or policies shall be subject to approval of the Owner, and 
(ii) the physicians practicing in the Center shall obtain their own malpractice insurance; 

( c) Employing and providing an administrator reasonably acceptable to Owner 
to facilitate the efficient operation of the Center (the "Administrator"), who (i) may be an employee 
of Manager ( or an affiliate of Manager), and (ii) need not provide full-time services at the Center or 
for the benefit of Owner if full-time services of an administrator me not reasonably necessary to the 
operation of the Center. Owner shall have the right to approve the termination and replacement of 
the Administrator as well as the te1ms of compensation (including salary and benefits) paid to the 
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Administrator; 

( d) Exercising superv1s10n, direction and control over all non-physician 
clinical and administrative personnel who provide services at the Center, who will be employees 
of Owner, including the right to hire, reassign or terminate any or all such personnel; provided, that 
Owner shall have the right to approve policies and procedures with respect to wages, benefits, 
hiring and discharges or terminations; 

( e) Establishing schedules for physicians and patients utilizing the Center; 

(f) Providing all necessary or required policies and operating procedures for the 
Center, subject to Owner's review and approval; 

(g) Providing standard fmmats for all charts, invoices and other fmms used in the 
operation of the Center; 

' 1:,--

(h) Providing for the purchase or lease by Owner of all supplies and equipment 
used in the ordinary and normal course of business of the operation of the Center, subject to Section 
1.4 hereof; 

(i) Directing the day-to-day operations of the Center to ensure said operations 
are conducted in a businesslike manner; 

(j) Developing an ongoing advertising and promotion program for the Center 
consistent with the Budget (as herein defined); 

(k) Subject to approval by Owner, retaining qualified anesthesia services; 

(1) Maintaining the facilities and equipment of the Center and assuring that 
adequate supplies are maintained; and 

(m) To the extent not specifically listed above, performing all other 
management responsibilities for Owner relative to the Center. 

Section 2.2 Accounting and Bookkeeping Services. Manager shall perfonn and provide 
the following accounting and bookkeeping services for Owner in the operation of the Center: 

(a) Receiving for and depositing in a special bank account selected by Owner, 
separate from all other monies of Manager, all funds received from the operation of the Center and 
supervising the disbursement of such funds for the operating expenses of the Center; 

(b) Maintaining, in accordance with generally accepted accounting principles, 
the books of account, including all journals and ledgers, check register and payroll records; 

( c) Posting all patient and other charges, including necessary analysis and 
corrections; 
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( d) Subject to the approval of the Owner, establishing adequate receivable, 
credit and collection policies and procedures; 

( e) Processing vendors' invoices and other accounts payable; 

(f) Preparing payroll checks from time sheet summaries prepared under 
Manager's supervision; 

(g) Preparing monthly bank reconciliations; 

(h) Establishing patient insurance billing procedures; 

(i) preparing and furnishing to Owner within forty-five ( 45) days following the 
close of each year an unaudited balance sheet dated as of the end of the fiscal year, related statements 
of income or loss and cash flow, and accounts receivable aging schedule, which statements shall be 
prepared using the accrual method of accounting; 

U) preparing and furnishing to Owner within fifteen (15) days following the 
close of each calendar month an unaudited balance sheet dated as of the end of the previous month, 
related statements of income or loss and cash flow, and accounts receivable aging schedule, which 
statements shall be prepared using the accrual method of accounting; 

(k) Prior to October 15 of each year during the Term hereof, preparing and 
submitting to Owner for its consideration and approval an operating budget (the "Operating 
Budget") and a capital budget (the "Capital Budget," and together with the Operating Budget, a 
"Budget" or the "Budgets"), for the Center for the next fiscal year beginning January 1. Owner shall 
review the Budgets upon receipt from Manager, and shall either approve the same as submitted or 
modify one or both such Budgets as Owner deems reasonably appropriate; provided that Owner may 
not modify the compensation to be paid to Manager through the Budget approval process. In either 
case, Owner shall approve the Budgets ( either as submitted or as modified by Owner) before the 
December 1st prior to the fiscal year to which the Budgets apply and submit the same to Manager. 
The Budgets as submitted to Manager shall constitute the Budgets for the Center for the fiscal year 
to which the same apply. The Operating Budget shall contain a detailed projection of revenues and 
operating expenses for the Center for the fiscal year to which it applies. The Capital Budget for each 
fiscal year shall contain a projection by item of each piece of equipment to be purchased by the 
Center and each capital improvement or repair to be made to the Center facilities during the fiscal 
year to which such Capital Budget applies; 

(1) Providing to Owner or its representatives information necessary for Owner 
to prepare all required local, state and federal tax returns; provided that Manager shall have rio 
responsibility to prepare or sign any tax returns, which shall be the responsibility of Owner or its 
representatives. Any charges to any accountants or representatives for tax return preparation 
services shall be the responsibility of Owner and not Manager; and 

(m) Upon the written request of the Secretary of Health and Human Services or 
the Comptroller General or any of their duly authorized representatives, Manager and any of its 
Affiliates providing services with a value or cost of Ten Thousand Dollars ($10,000.00) or more over 
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a twelve (12) month period shall make available to the Secretary the contract, books, documents and 
records that are necessary to verify the nature and extent of the cost of providing such services. Such 
inspection shall be available up to four ( 4) years after the rendering of such services. The parties 
agree that any applicable attorney-client, accountant-client, or other legal privilege shall not be 
deemed waived by virtue of this Agreement. 

Section 2.3 Managed Care Contracting Assistance. Manager shall negotiate Managed 
Care Agreements with Third Party Payors for review and approval by Owner. 

Section 2.4 No Practice of Medicine by Manager. Manager shall have and exercise 
absolutely no control or supervision over the provision of medical services or the practice of 
medicine for patients at the Center. 

ARTICLE 3: PAYMENT OF FEES 

Section 3 .1 Fee for Management Services. In consideration of the performance by 
Manager of the management services described in Section 2.1 hereof, Owner shall pay Manager 
on a monthly basis a fee equal to 6 % o(Net Operating Revenue (the "Management Fee"). 

Section 3.2 Books and Records: Audit. The books and records of Manager pertaining 
to the Center shall be available at all times to Owner and its authorized agents for inspection and 
copying, all at Owner's expense. 

Section 3 .3 Participation in Defense of Claim. Although Manager shall be entitled to 
participate at its cost and expense in the defense of any claim against Owner, Owner shall retain 
ultimate control of the defense of any such claim. 

ARTICLE 4: TERM AND TERMINATION 

Section 4.1 Term. Subject to being extended or earlier te1minated as provided below, 
the te1m of this Agreement shall commence on (TBA if CON Approved), ____ (the 
"Effective Date"), and shall continue until te1minated by either party upon thirty (30) days' written 
notice (the "Term"). 

Section 4.2 Te1mination Upon Legal Prohibition of Relationship. If, in the opinion (the 
"Opinion") of independent, nationally recognized health care or tax counsel ("Counsel") selected 
by either party, it is determined that there exists a reasonable likelihood that applicable legislation, 
regulations, rules or procedures ( collectively refe1Ted to herein as a "Law") in effect or to become 
effective as of a date certain, or if either party receives notice (the "Notice") of an actual or 
threatened decision, finding, or action by any governmental or private agency or court 
( collectively refe1Ted to herein as an "Action"), which Law or Action, if or when implemented, 
would have the effect of either: 

(a) on the basis of its paiiicipation herein, subjecting either paiiy to civil or 
criminal prosecution under state and/or federal laws; 
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(b) on the basis of its patticipation herein, endangering or jeopardizing the 
exemption of Covenant Health or any exempt Affiliate of Covenant Health from federal income 
taxation under Section 501(c)(3) of the Internal Revenue Code of 1986, as amended, or the 
corresponding provisions of any successor statute; or 

(c) on the basis of its patticipation herein, endangering or jeopardizing the 
status of the Owner, Manager, or any of their affiliates, as providers of health care services under 
the Medicare or Medicaid program ( or their successors or counterparts), then the Owner or 
Manager shall provide the Opinion or Notice (or a summary of such Opinion or Notice (which 
summat·y shall contain all citations of applicable law)) to the other party. The patties shall attempt in 
good faith to amend or alter this Agreement to the minimum extent necessary in order to meet the 
requirements in question and shall utilize mutually agreed upon joint legal counsel to the extent 
practicable. The patties agree to use their good faith efforts and all reasonable diligence to explore all 
commercially reasonable options with regard to such amendment or alteration. If, within ninety 
(90) days of providing the Opinion or the Notice to the other patty, the patties, acting in good faith 
and exercising all reasonable diligence, are unable to mutually agree upon and amend or alter this 
Agreement to comply with the Law or avoid the Action, or alternatively, the parties mutually 
dete1mine in good faith and reasonable diligence that such amendment or alteration to the Agreement 
is not possible, feasible or, if made, will not assist in complying with the Law or avoiding the 
Action, then this Agreement shall automatically terminate without penalty, charge or continuing 
liability upon the earlier of (i) the date ninety (90) days subsequent to the date upon which either 
patty gives the Opinion or the Notice to the other party, or (ii) the effective date upon which the 
Law or Action prohibits the relationship of the patties pursuant to this Agreement. 

Section 4.3 Payment upon Te1mination. Upon any termination of this Agreement, 
Manager shall be paid all fees and reimbursed all expenses provided for herein through the date of 
termination. 

ARTICLE 5: GENERAL PROVISIONS 

Section 5 .1 No Waiver. No waiver of any of the provisions of this Agreement shall be 
deemed, or shall constitute, a waiver of any other provision, whether or not similar, nor shall any 
waiver constitute a continuing waiver. No waiver shall be binding unless executed in writing by the 
patty making the waiver. 

Section 5.2 Assignment. Neither Manager nor Owner shall have the right to assign its 
respective rights or delegate respective obligations under this Agreement without the written consent 
of the other pmty, which may be withheld for any reason in the discretion of the party whose 
consent is sought. 

Section 5.3 Attorneys' Fees. In the event that an attorney is employed by Manager or 
Owner with regard to any legal action, arbitration, or other proceeding for the enforcement of this 
Agreement, then the prevailing pmty in such proceeding, whether at trial or upon appeal, and in 
addition to any other relief to which it may be granted, shall be entitled to recover from the other 
party all costs, expenses, and a reasonable sum for attorneys' fees incurred in bringing such action, 
arbitration, or proceeding, and in enforcing any judgment granted therein, whether or not such action 
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is prosecuted to judgment. Any judgment pr order entered in such matter shall contain a specific 
provision providing for the recovery of reasonable attorneys' fees, costs, and expenses incmTed in 
enforcing such judgment by the prevailing party. 

Section 5.4 Notices. All notices, requests, demands, or other communications under this 
Agreement shall be in writing and shall be deemed to have been duly given on the date of service if 
served personally on the party to whom notice is to be given, or on the third (3 rd) day after mailing if 
mailed to the party to whom notice is to be given, by first class mail, registered or certified, postage 
prepaid, and properly addressed. 

Each paiiy may change its address indicated above by giving the other party written notice of the 
new address in the manner above set fmih. 

Section 5.5 Entire Agreement. This Agreement constitutes the entire Agreement among 
the parties with respect to the subject matter hereof and supersedes all prior Agreements and 
understandings between them or any of them as to such subject matter. 

Section 5.6 Severability. In case any one or more of the provisions contained in this 
Agreement shall for any reason be held to be invalid, illegal, or unenforceable in any respect, such 
invalidity, illegality, or unenforceability shall not affect any other provision of this Agreement and 
such invalid, illegal and unenforceable provision shall be reformed and construed so that it will be 
valid, legal, and enforceable to the maximum extent permitted by law. 

Section 5. 7 Counterpaiis. This Agreement may be executed in two or more 
counterpaiis, each of which shall be deemed an original, but all of which together shall constitute 
one and the same instrument. 

Section 5.8 Section Headings. The headings contained in this Agreement are for 
reference purposes only and shall not in any way affect the meaning or interpretation of this 
Agreement. 

Section 5.9 Governing Law. This Agreement shall be governed by, and construed and 
enforced in accordance with, the laws of the State of Tennessee. 

THIS SPACE INTENTIONALLY LEFT BLANK 
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IN WITNESS WHEREOF, the parties hereto have duly executed this Agreement to be 
effective as of the date first above. 

OWNER: 

COVENANT HEALTH DIAGNOSTIC 
CENTERS, LLC 

By: --------------

Its: ----------------

MANAGER: 

COVENANT MEDICAL GROUP, INC. 

By: --------------

Its: _______________ _ 
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Eric Chamberlin 
Assistant General Counsel 

Danny Edsell 
President, Fortress Corporation 
280 Fort Sanders West Boulevard 
Building 4, Suite 200 
Knoxville, Tennessee 3 7922 

Covenant 
HEALTH~ 

March 31, 2020 

Re: Fort Sanders Regional Medical Center, Fo1tress Corporation Property Transfer 

Dear Danny: 

Please allow this letter to memorialize the intent for Fort Sanders Regional Medical 
Center to transfer ownership of its suite at 210 Fmi Sanders West Boulevard, Suite # 100, 
Building 3, Knoxville, Tennessee 37922 to Fortress Corporation should the certificate of need 
request for an outpatient diagnostic center be approved. 

Yours truly, 
/' 

Eric A. Chamberlin 
Assistant General Counsel 
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Owner/Responsible Taxpayer: 

SHERRY WITT 
REGISTER OF DEEDS 

KNOX COUNTY 

Fort Sanders Regional Medical Center 
1901 Clinch A venue 
Knoxville, Tennessee 3 7922 
CLTNo. 131LA00103A 

This Instrument Prepared By: 

M. Douglas Campbell, Jr., Esq. 
Wagner, Myers & Sanger, P.C. 
1801 First Tennessee Plaza 
Knoxville, Tennessee 37929 

ASSIGNMENT OF LEASEHOLD CONDOMINIUM UNIT 

This ASSIGNMENT OF LEASEHOLD CONDOMINIUM UNIT ("Assignment") is 
entered into by and between FORTRESS CORPORATION, a Tennessee corporation whose 
address is 280 Fort Sanders West Boulevard, Suite 214, Knoxville, Tennessee 37922 
("Assignor"), and FORT SANDERS REGIONAL MEDICAL CENTER, a Tennessee non-· 
profit corporation whose address is 1901 Clinch Avenue, Knoxville, Tennessee 37916 
("Assignee"); 

KNOW ALL MEN BY THESE PRESENTS THAT, for and in consideration of the sum 
of TEN AND NO/100 ($10.00) DOLLARS, and other good ·and valuable consideration, the 
receipt of which is hereby acknowledged, and for other good and valuable consideration, the 
parties agree as follows: 

1. Assignment of Unit. Assignor hereby transfers, assigns, sets over, conveys and 
quitclaims to Assignee all of Assignor's right, title and interest in and to Condominium Unit 
One as defined and established by the Master Lease, and all rights and interests appurtenant 
thereto as provided in the Master Lease, including, but not limited to the following rights 
during the term of the condominium regime established by the filing of the Master Lease: 

(a) Assignee shall have the right to the exclusive use and enjoyment of 
Condominium Unit One, which is described in Exhibits D and F to the Master Lease; 

(b) Assignee shall also have the right to the non-exclusive use and enjoyment 
of the Common Elements together with all other owners of Units, and specifically shall have 
the right to use and enjoy the easements described in Section 2.05 of the Master Lease that are 
appurtenant to the Condominium Property; and 

( c) Assignee shall have such other rights as are appurtenant to a Unit or are 
granted to a Unit Owner pursuant to the terms of the Master Lease or the Act. 

2. Assumption of Obligations. In consideration of the assignment described in 
Section 1, Assignee assumes all obligations of a Unit Owner as described in and pursuant to the 
terms and provisions of the Master Lease or the Act, including, without limitation: 

(a) the obligation to use and enjoy Condominium Unit One, the Common 
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Elements and any other rights or interests assigned to Assignee pursuant to Section 1 in a 
manner which is consistent with the Master Lease, the Bylaws, and the rules and regulations of 
the Council of Co-Owners; and 

(b) all other obligations of a Unit Owner under the Master Lease and 
Bylaws. 

Condominium Unit One is hereby conveyed free and clear of all liens and encumbrances, 
except 2009 real property taxes, which Assignee agrees to pay in full (no proration), but 
subject to the Master Lease and all easements, covenants and restrictions of record. 

3. No Transfer of Fee Simple Interest. Assignee shall acquire no interest in or to 
the fee simple estate in the Medical Campus Property or the Condominium Property by virtue 
of this Assignment. 

4. Termination of Condominium Regime. Assignee acknowledges that its right to 
use and enjoy Condominium Unit One and the Common Elements pursuant to the 
condominium regime established of the filing of the Master Lease shall continue only until the 
termination of the condominium regime pursuant to the terms of the Master Lease, and that upon 
such termination, the rights, interests and obligations of Assignee and all other owners of Units 
in the Building with respect to the Condominium Project shall be governed by the provisions of 
Article XVII of the Master Lease. 

5. Appointment of Council of Co-Owners as Attorney-in-Fact. Assignee hereby 
appoints the Council of Co-Owners as its fully authorized legal representative, agent, and 
attorney-in-fact with respect to all actions taken relative to the Condominium Project to the 
extent provided in Section 6.02 of the Master Lease. Assignee acknowledges that the power of 
attorney hereby granted to the Council of Co-Owners is coupled with an interest, is irrevocable 
and shall survive the assignment of Assignee's interest in Condominium Unit One. Assignee 
further agrees and acknowledges that such power of attorney may be exercised by the Council 
of Co-Owners as attorney-in-fact for each Unit Owner through the Administrator, which may 
execute all agreements, certificates, instruments or other documents or take such other actions 
as are permitted by this Master Lease or the Act on behalf of all Unit Owners by listing all Unit 
Owners upon and signing its name to such documents as agent of the Council of Co-Owners. 

6. Subordination to Lien of Council of Co-Owners. Assignee agrees and 
acknowledges that its interest in Condominium Unit One shall be subject to any lien in favor of 
the Council of Co-Owners created pursuant to Section 7.06 of the Master Lease. 

7. Additional Documents. From and after the date hereof, each party agrees that it 
shall execute such additional documents and instruments as may be reasonably requested by the 
other to further the purposes of this Agreement and more fully carry out the assignment and 
assumption contemplated hereby. 

8. Entire Agreement; Governing Law. This Agreement constitutes the entire 
agreement between the parties and supercedes any prior written or verbal understanding, and 
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shall be amended only pursuant to a written instrument executed by each of the parties hereto. 
This Agreement shall be governed by and construed according to the laws of the State of 
Tennessee. 

9. Capitalized Terms. All capitalized terms used in this Agreement and not 
specifically defined herein shall have the same meaning as in the master Lease. 

10. Binding Effect. This Agreement shall be binding upon and shall inure to the 
benefit of the parties hereto and their respective successors and assigns. 

11. Effective Date. This Assignment shall be effective upon its execution by the 
parties hereto. 

12. Derivation and Terms. 

(a) All capitalized terms that are used herein but that are not specifically 
defined shall have the same meaning as set forth in the Master Lease. 

(b) Condominium Unit One is the same property conveyed to Assignor by 
Assignment of Leasehold Condominium Unit dated September 1, 2009, recorded as Instrument 
No. 200909160019815 in the Register's Office for Knox County, Tennessee. 

( c) As used herein, "Master Lease" means and refers to that certain "Master 
Lease and Declaration of Condominium for The 210 Fort Sanders West Boulevard Building," 
recorded in Deed Book 2405, Page 225 in the Register's Office for Knox County, Tennessee, 
as amended and supplemented of record to date. 

( d) See also "Declaration, Acknowledgement and Agreement" of record as 
Instrument No. 200812150037793, in the Register's Office for Knox County, Tennessee. 

IN WITNESS WHEREOF, each of the undersigned has executed this Assignment on 
this the / day of :,.PtJ.m btt.., , 2009. 

[Signatures appear on the following page] 
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STATE OF TENNESSEE ) 
) 

COUNTY OF KNOX ) 

~ORPORATION 

~y:~~ 
Its: ?-es,¼}: 

ASSIGNOR 

FORT SANDERS REGIONAL 
MEDICAL CENTER 

ASSIGNEE 

PERSONALLY appeared before me, the undersigned authority, a Notary Public in and 
for said county and state, Danny R. Edsell, with whom I am personally acquainted, and who, 
upon oath, acknowledged himself to be the president of Fortress Corporation, the within named 
bargainor, a Tennessee corporation, and that he as such officer, being authorized so to do, 
executed the foregoing instrument for the purposes therein contained, by signing the name of the 
corporation by himself as president. 

WITNESS my hand, at office this_/_ day of U.ipWY/bttJ, 2009. 

My Commission Expires Feb. 6, 2012 My Commission Expires: _______ _ 

[NOTARY SEAL] 
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STATE OF TENNESSEE ) 
) ss: 

COUNTY OF KNOX ) 

PERSONALLY appeared before me, the undersigned authority, a Notary Public in and 
for said county and state, John T. Geppi, with whom I am personally acquainted, and who, upon 
oath, acknowledged himself to be the secretary of Fort Sanders Regional Medical Center, the 
within named bargainer, a Tennessee non-profit corporation, and that he as such officer, being 
authorized so to do, executed the foregoing instrument for the purposes therein contained, by 
signing the name of the corporation by himself as presi nt. 

WITNESS my hand, at office this l day of-1+....,,,,_~'4-1-'-=-"~• 

My Commission Expires: My Commission Expires Feb. 6, 2012 

[NOTARY SEAL] 

!I,\\\\ I !11111, 
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I hereby swear or affirm that the actual consideration of this transfer is $-0-. 

My Commission ExpircMy Commission Expires Feb. 6, 2012 

THE PREPARER OF THIS INSTRUMENT HAS NOT BEEN REQUESTED BY THE 
PARTIES AND HAS NOT CONDUCTED AN EXAMINATION OF THE STATUS OF 
THE TITLE TO THE PROPERTY DESCRIBED IN THIS INSTRUMENT, AND 
THEREFORE MAKES NO REPRESENTATIONS OR WARRANTIES OF ANY KIND 
OR NATURE WHATSOEVER AS TO THE STATUS OF TITLE TO SAID PROPERTY. 

THE PROPERTY DESCRIPTION CONTAINED IN THIS INSTRUMENT WAS TAKEN 
FROM THE PRIOR INSTRUMENT OF CONVEYANCE. NO BOUNDARY SURVEY 
OF THE PROPERTY DESCRIBED HEREIN WAS CONDUCTED OR PREPARED lN 
CONNECTION WITH THE INSTRUMENT OR THIS CONVEYANCE. 
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Complete the following utilization tables for each county in the service area, if applicable: 

Response: 

The project seeks to establish a new ODC, so there is no historical utilization to report. 
However, requested information for Fort Sanders West Diagnostic Center (existing HOPD 
assets to be converted and improved for the freestanding ODC project) is provided below. 

Service Area Counties Historical Utilization-County 
(and other counties) Residents - Most Recent Year 

(YEAR= 2019) 
Knox, TN (Service Area) 12,011 Procedures 

Other counties: 
Loudon, TN 1,969 Procedures 
Blount, TN 1, 195 Procedures 

Anderson, TN 904 Procedures 
Roane, TN 546 Procedures 
Sevier, TN 256 Procedures 

All Others (TN)* 1,313 Procedures 
All Others (Non-TN)** 68 Procedures 
TOTAL 18,262 Procedures 
* Any Other TN County provided less than 1. 0 % of Total HOPD Procedures 
** Any Non-TN County provided less than .25 % of Total HOPD Procedures 

% of total~ procedures 
• cases • patients 
• Other 

66 % 

11 % 
6% 
5% 
3% 
1% 
7% 

Less than 1 % 
100 % 

The projected annual utilization anticipated by patient county of origin for the first two years 
of the new ODC project is provided in the chart below. 

Projected Diagnostic Imaging Procedures for Year 1: 19,175 

Projected Diagnostic Imaging Procedures for Year 2: 22,918 

Service Area Counties Projected Utilization-County 
(and other possible counties) Residents-Year 1 (YEAR= 2021) 

Knox, TN (Service Area) 13,423 Procedures 
Other possible counties: 

Loudon, TN 1,918 Procedures 
Anderson, TN 1, 151 Procedures 

Roane, TN 767 Procedures 
Blount, TN 575 Procedures 
Sevier, TN 192 Procedures 

Cumberland, TN 192 Procedures 
All Others (TN)* 767 Procedures 
All Others (Non-TN)** Less than 190 Procedures 
Total 19,175 Procedures 

% of total 2S, procedures 
• cases • patients 
• Other 

At least 70 % 

10 % 
6% 
4% 
3% 
1% 
1% 
4% 

Less than 1 % 
100% 

* Any Other TN County is expected to provide less than 1.0 % of Total ODC Procedures 
** Any Non-TN County is expected to provide less than .25 % of Total ODC Procedures 

28R 
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Supplemental Attachment: Section B, Need. Item 5 

1 Knox County MRI Uti ization, 2016-2018 
2018 <½, of 

# of 
Average MRI 

Provider 
Type 

MRis 2016 2017 2018 Utilization Standard 
* Per MRI 2,880 in 

In 2018 
2018 

Abercrombie RadioloQ'V RPO 1 2626 2505 2269 2269 79% 
Ancillary Services, Summit PO 1 3028 3017 2813 2813 98% 
Medical Group 
Ancillary Svcs-Summit Medical 
Grou p-Midlake PO 1 2523 2170 2488 2488 86% 
East Tennessee Children's HOSP 1 3120 3342 3512 3512 122% 
Hospital 
East Tennessee Community Open ODC 2 2978 3338 3375 1688 57% 
MRI, LLC 
Fort Sanders Regional Medical HOSP 2 7860 8380 8679 4340 151% 
Center 
Fort Sanders West Diagnostic HODC 1 1068 910 769 769 27% 
Center 
Imoxville Comprehensive Breast PO 2 2527 2633 2727 1364 47% 
CS'enter 

North Knoxville Medical Center HOSP 1 3771 4375 4738 4738 165% 
I,, 

PO 2 5959 5805 6536 3268 113% QrthoTennessee - Knox County 
Qµtpatient Diagnostic Center of ODC 2 8119 7963 9188 4594 160% 
J~noxville 

Parkwest Medical Center HOSP 2 8086 8562 8870 4435 154% 

Physicians Regional Medical HOSP 2 26421 5322 0 0 0% 
Genter (Now Closed) 
l'fennessee Orthopaedic Clinics - PO 1 990 841 751 751 26% 
Regional MRI 
Tennessee Orthopaedic Clinics, PO 1 3751 3893 5113 5113 178% 
PC 

Turkey Creek Medical Center HOSP 1 2230 2703 3159 3159 110% 

tJniversity of Tennessee Medical 
0enter 

HOSP 5 20003 20766 22030 4406 153% 

\ ~ \ 

p~rvice Area Total 
11, .oz, ,i (); 

C .• '. C· i '{;">.; 28 105060 86525 87017 3108 108% 
i>!•, 
• j 

Notes: (*) HOSP= Hospital, PO= Physicin11 Office, HOPD=Hospitnl O11tpntie11t Dept., ODC=O11tpntie11t Ding11ostic Ce11ter 
Source: HSDA Equipment Registn; 

;,-•, 
,_ ~-"-

i' 
' 

% Change 
'16- '18 

-13.59% 
-7.10% 

-1.39% 
12.56% 

13.33% 

10.4~'¼ 
:-:, 

-28.00% 

7.91% 

25.64% 

9.68% 

13.17% 

9. 7,()% 

-100% 

-24.14% 
< 1'· 

36.31 % 

41.66% 

10.13% 

-17'0;\, 

\(; 
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Knox County CT Utilization, 2016-2018 
Type 

# of 
%Change Provider 

* 
CTs 2016 2017 2018 '16- '18 

In 2018 
Abercrombie Radiology (stopped RPO 
service 2017) 0 666 337 0 -100% 
Allergy, Asthma and Sinus Center PO 1 255 164 179 -29.80% 
(Powell) 
Allergy, Asthma, and Sinus Center, 
PC PO 1 923 902 950 2.93% 
Ancillary Services, Summit PO 1 4584 4709 4345 -5.21 % 
Medical Group 
Ancillary Svcs-Summit Medical PO 1 3416 3738 3988 16.74% 
Group-Midlake 
Ear, Nose, and Throat Consultants PO 1 375 362 385 2.67% 
of East Tennessee, PC 
Ear, Nose, and Throat Consultants PO 1 1188 1145 1280 7.74% 
of East Tennessee-Parkwest 

East Tennessee Children's Hospital HOSP 2 5559 5177 5223 -6.04% 

East Tennessee Diagnostic Center ODC 1 2773 2709 3053 10.10% 

East Tennessee Radiation Therapy RAD 1 17 23 22 29.41 % 
Services, LLC 
Fort Sanders Regional Medical HOSP 3 28669 30926 33287 16.11% 
Center 
Fort Sanders West Diagnostic HODC 1 995 1191 1220 22.61% 
Center 

North Knoxville Medical Center HOSP 2 20416 20484 21182 3.75% 

OrthoTennessee - Knox County PO 1 123 167 156 26.83% 

Outpatient Diagnostic Center of ODC 1 1116 1793 2148 92.47% 
Knoxville 

Park West Medical Center HOSP 3 28153 30548 33023 17.30% 

Physicians Regional Medical HOSP 3 19458 19652 0 -100% 
Center (Now Closed) 
Provision Center for Proton RAD 1 1143 1109 1351 18.20% 
Therapy (The Proton Therapy 
Center, LLC) 
Tennessee Urology Associates - PO 1 819 931 736 -10.13% 
Turkey Creek 
Tennessee Urology Associates PO 1 1613 1603 1115 -30.87% 
(Powell) 

Turkey Creek Medical Center HOSP 3 9126 10176 12042 31.95% 

University of Tennessee Medical HOSP 8 79075 82314 88609 12.06% 
Center 
University Radiology- Turkey RPO 1 3790 3897 2842 -25.01 % 
Creek 

Service Area Total 
,, •·· ·•· : 

~ i< : .... 39 224252 224057 217136 - 3 <½1 
Notes:(*) HOSP= Hospital, PO = Physician Office, HOPD=Hospita/ O11tpatie11t Dept., ODC=Outpatient Diagnostic Center 

Source: HSDA Equipment Registry 
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Supplemental Attachment: Section B, Need. Item 6 

Fort Sanders West Diagnostic Center (HOPD) 

Historical Utilization 
Modality 2017 2018 2019 
MRI 923 784 793 
Ultrasound 2327 2169 2247 
X-Ray & Fluoroscopy 3413 3897 4501 
CT 1535 1593 1539 
Mammography 7873 7523 8067 
Bone Density 519 551 655 
Nuclear Medicine 110 83 64 
Cardiac Diagnostics 
(EKG, Holter, 
Echocardiography, etc.) 

299 290 396 

Total 16,999 16,890 18,262 
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Supplemental Attachment: Section B, Need. Item 6 

Year One and Year Two of the Proposed ODC Project 

Projected Utilization 
Modality Year One (2021) Year Two (2022) 
MRI 872 1134 
Ultrasound 2359 3067 
X-Ray & Fluoroscopy 4727 6144 
CT 1616 2101 
Mammography 8470 9317 
Bone Density 655 655 
Nuclear Medicine 80 104 
Cardiac Diagnostics 396 396 
(EKG, Holter, 
Echocardiography, etc.) 
Total 19,175 22,918 
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Supplemental Attachment: Section B, Need. Item 6 

Fort Sanders Regional Medical Center (FSRMC) 

Historical Utilization * Proiected 
Modalitv 2017 2018 2019 2021 2022 
MRI 8305 8625 9341 9621 9910 
Ultrasound 13319 13035 14339 14769 15212 
X-Rav& Fluoroscopv 61381 60320 62296 64165 66090 
CT 31368 33800 39288 40467 41681 
Breast Center ** 17017 16653 16941 17449 17972 
Nuclear Medicine 3240 3343 3534 3640 3749 
Cardiac Diagnostics 41372 42747 47828 49263 50741 
(EKG, Holter and 
Event Monitors, 
Echocardiography, 
etc.) 
Total Procedures 176,002 178,523 193,567 199,374 205,355 
* Hospital main cnmpus utilization totals include both outpatient and inpatient volumes. 
*** FSRMC Breast Center procedures include Mammography, Bone Density, Breast Ultmsound, 
and others (i.e. breast biopsies, wire locnlizations, aspirations, and sentinel node mappings). 
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HISTORICAL DAT A CHART 

Fort Sanders West Diagnostic Center (HOPD) 

X HOPD Only 
• Total Facility 

Give information for the last three (3) years for which complete data are available for the facility or agency. The fiscal year 
begins in January. 

Year 2017 

A. Utilization Data 

Specify Unit of Measure Diagnostic Imaging Procedures 
B. Revenue from Services to Patients 

1. Inpatient Services $ __ _ 

2. Outpatient Services $8,257,302 
3. Emergency Services 
4. Other Operating Revenue (Specify) _______ _ 

Gross Operating Revenue $ 8,257,302 

C. Deductions from Gross Operating Revenue 

1. Contractual Adjustments $ 5,834,834 

2. Provision for Charity Care 

3. Provisions for Bad Debt 

NET OPERATING REVENUE 

D. Operating Expenses 

1. Salaries and Wages 

a. Direct Patient Care 

b. Non-Patient Care 

2. Physician's Salaries and Wages 

3. Supplies 

4. Rent 

a. Paid to Affiliates 

b. Paid to Non-Affiliates 

5. Management Fees: 

a. Paid to Affiliates 

b. Paid to Non-Affiliates 

6. Other Operating Expenses (06) 

$ 78,221 

$76,126 

Total Deductions $ 5,989,181 

$2,268,121 

$431,088 

$ 190.442 

$59,528 

$25,000 

$136,087 

$572,066 

Total Operating Expenses $1,414,211 

E. Earnings Before Interest, Taxes and Depreciation $853,910 

F. Non-Operating Expenses 
1. Taxes $ __ _ 

2. Depreciation $306,263 

3. Interest 

4. Other Non-Operating Expenses 

Total Non-Operating Expenses $ 306,263 

NET INCOME (LOSS) $547,647 

Chart Continues Onto Next Page 

Year 2018 

$ __ _ 

$7,825,112 

$7,825,112 

$5,539,966 

$74,268 

$72,279 

$ 5,686,513 

$2,138,599 

$418,179 

$174,739 

$ 51.445 

$25,000 

$128,316 

$551,011 

$1,348,689 

$ 789,910 

$ 
$263,265 

$263,265 

$526,645 

Year 2019 

$ __ _ 

$8,143,572 

$8,143,572 

$5,720,138 

76,683 

$74,630 

$5,871,451 

$2,272,121 

$408,216 

$156,034 

$53,855 

$25,000 

$136,327 

$587,694 

$1,367,126 

$904,995 

$ 
$263,265 

$263,265 

$641,730 

* Source Note: requested supplemental chart was created for informational purposes from appropriate internal 
information and data available at the hospital department level (HOPD); all major line totals are complete and accurate, 
including solid allocation estimates for management fees, benefits, and depreciation. 
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NET INCOME (LOSS) $547,647 $526,645 

G. Other Deductions 

1. 

2. 

1. 

2, 

3. 

4. 

5, 

6. 

7. 

8. 

Annual Principal Debt Repayment $ $ 

Annual Capital Expenditure 

Total Other Deductions $ $ 

NET BALANCE $ 547,647 $526,645 

DEPRECIATION $306,263 $263,265 

FREE CASH FLOW (Net Balance+ Depreciation) $853,910 $789,910 

HISTORICAL DATA CHART-OTHER EXPENSES 
Fort Sanders West Diagnostic Center (HOPD) 

OTHER OPERATING EXPENSES CATEGORIES (D6) Year2017 Year2018 

Dues, Licenses, Subscriptions 
$5,355 $3,707 

Insurance (Not included in Rent) 
$ 7,612 $ 11,657 

Repairs & Maintenance 
$ 381,690 $372,677 

Telephones, IT, Utilities 
$ 121,437 $99,559 

Physician Fees 
$10,788 $12,093 

Marketing 
$ 1,738 $1,740 

Purchased Services 
$41,756 $47,452 

Miscellaneous 
$1,690 $2,126 

*Total Other Expenses lli 5721066 lli5511011 

* Total other expenses equals Line 0.6. In the Historical Data Chari for FSWDC (HOPD) 

2 

$641,730 

$ 

$ 

$ 641,730 

$263,265 

$904,995 

~ HOPD Only 
• Total Only 

Year2019 

,. 

$19,091 

$15,980 

$392,948 

$92,634 

$ 16,329 

-

$47,358 

$3,354 

lli 5871694 
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PROJECTED DATA CHART 
• Project Only 
X Total Facility 

Give information for the two (2) years following the completion of this proposal. The fiscal year begins in January. 

A. Utilization Data 

Specify Unit of Measure Diagnostic Imaging Procedures 

B. Revenue from Services to Patients 

1. Inpatient Services 

2. Outpatient Services 

3. Emergency Services 
4. Other Operating Revenue (Specify) _____ _ 

Gross Operating Revenue 

C Deductions from Gross Operating Revenue 

1 . Contractual Adjustments 

2. Provision for Charity Care 

3. Provisions for Bad Debt 
Total Deductions 

NET OPERATING REVENUE 

D. Operating Expenses 
1. Salaries and Wages 

a. Direct Patient Care 

b. Non-Patient Care 

2. Physician's Salaries and Wages 

3. Supplies 

4. Rent 
a. Paid to Affiliates 
b. Paid to Non-Affiliates 

5. Management Fees: 
a. Paid to Affiliates 

b. Paid to Non-Affiliates 

6. Other Operating Expenses (D6) 

Total Operating Expenses 

E. Earnings Before Interest, Taxes and Depreciation 

F. Non-Operating Expenses 
1. Taxes 

2. Depreciation 

3. Interest 

4. Other Non-Operating Expenses 

Total Non-Operating Expenses 

NET INCOME (LOSS) 

Chart Continues Onto Next Page 

44R 

Year 1: 2021 Year 2: 2022 

$8,978,241 

$ 8,978,241 

$6,793,534 

$ 91,073 
$88,634 

$6,973,241 

$2,005,000 

$470,716 

$234,239 

$68,244 

$281,226 

$ 120,300 

$220,845 

$1,395,570 

$609,430 

$66,024 

$841,632 

$907,656 

$ {298,226) 

$11,267,417 

$11,267,417 

$ 8.401.477 
$112,628 
$109,613 

$8,623,719 

$2,643,699 

$ 545.463 

i 241,266 

$ 79,614 

$281,266 

$158,622 

$ 641,784 

$1,947,975 

$695,724 

$106,012 

$ 837,621 

$943,633 

$ {247,909) 
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Supplemental Attachment: Section B, Economic Feasibility Item 5.A. (Proposed Charges) 

Average Projected Revenue/Procedure by Imaging Modality - Year 1 

Modality Procedures Gross Revenue 
Deductions 

Net Revenue 
From Revenue 

MRI 872 $ 1,982 $ 1,711 $ 272 
CT 1,616 $ 1,431 $ 1,226 $ 205 
X-Ray & Fluoroscopy 4,727 $ 280 $ 198 $ 82 
Mammography 8,470 $ 181 $ 127 $ 53 
Ultrasound 2,359 $ 627 $ 443 $ 184 
Bone Density 655 $ 372 $ 263 $ 109 
Cardiac Diagnostics (i.e. EKG, 396 $ 704 $ 497 $ 207 
Holter, CV ultrasound, others) 

Nuclear Medicine 80 $ 1,037 $ 767 $ 270 
TOTAL 19,175 $468 $364 $105 
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STATE OF TENNESSEE 

COUNTY OF I{ N oX --'--------

AFFIDAVIT 

I, ;vt11r~ {2(CIIAf/.f:>X>.J , after first being duly sworn, state under oath that I am the 

applicant named in this Certificate of Need application or the lawful agent thereof, that I 

have reviewed all of the supplemental information submitted herewith, and that it is true, 

accurate, and complete. 

Signature/Title 

. ·ff~ 
Sworn to and subscribed before me, a Notary Public, this the~ day of At>R1L. , 20 2.0, 

witness my hand at office in the County of t{NoX , State of Tennessee. 

My commission expires ~1,,.., 

HF-0043 

Revised 7/02 
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RULES 
OF 

HEAL TH SERVICES AND DEVELOPMENT AGENCY 

CHAPTER 0720-11 
CERTIFICATE OF NEED PROGRAM - GENERAL CRITERIA 

TABLE OF CONTENTS 

0720-11-.01 General Criteria for Certificate of Need 

0720-11-.01 GENERAL CRITERIA FOR CERTIFICATE OF NEED. The Agency will consider the 
following general criteria in determining whether an application for a certificate of need should be granted: 

( 1) Need. The health care needed in the area to be served may be evaluated upon the following 
factors: 

(a) The relationship of the proposal to any existing applicable plans; 

(b) The population served by the proposal; 

(c) The existing or certified services or institutions in the area; 

(d) The reasonableness of the service area; 

(e) The special needs of the service area population, including the accessibility to 
consumers, particularly women, racial and ethnic minorities, TennCare participants, and 
low-income groups; 

(f) Comparison of utilization/occupancy trends and services offered by other area 
providers; 

(g) The extent to which Medicare, Medicaid, TennCare, medically indigent, charity care 
patients and low income patients will be served by the project. In determining whether 
this criteria is met, the Agency shall consider how the applicant has assessed that 
providers of services which will operate in conjunction with the project will also meet 
these needs. 

(2) Economic Factors. The probability that the proposal can be economically accomplished and 
maintained may be evaluated upon the following factors: 

(a) Whether adequate funds are available to the applicant to complete the project; 

(b) The reasonableness of the proposed project costs; 

(c) Anticipated revenue from the proposed project and the impact on existing patient 
charges; 

(d) Participation in state/federal revenue programs; 

(e) Alternatives considered; and 

(f) The availability of less costly or more effective alternative methods of providing the 
benefits intended by the proposal. 
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CERTIFICATE OF NEED PROGRAM - GENERAL CRITERIA 

(Rule 0720-11-.01, continued) 

CHAPTER 0720-11 

(3) Quality. Whether the proposal will provide health care that meets appropriate quality 
standards may be evaluated upon the following factors: 

(a) Whether the applicant commits to maintaining an actual payor mix that is comparable to 
the payer mix projected in its CON application, particularly as it relates to Medicare, 
TennCare/Medicaid, Charity Care, and the Medically Indigent; 

(b) Whether the applicant commits to maintaining staffing comparable to the staffing chart 
presented in its CON application; 

(c) Whether the applicant will obtain and maintain all applicable state licenses in good 
standing; 

(d) Whether the applicant will obtain and maintain TennCare and Medicare certification(s), 
if participation in such programs was indicated in the application; 

(e) Whether an existing healthcare institution applying for a CON has maintained 
substantial compliance with applicable federal and state regulation for the three years 
prior to the CON application. In the event of non-compliance, the nature of non
compliance and corrective action shall be considered; 

(f) Whether an existing health care institution applying for a CON has been decertified 
within the prior three years. This provision shall not apply if a new, unrelated owner 
applies for a CON related to a previously decertified facility; 

(g) Whether the applicant will participate, within 2 years of implementation of the project, in 
self-assessment and external peer assessment processes used by health care 
organizations to accurately assess their level of performance in relation to established 
standards and to implement ways to continuously improve. 

1. This may include accreditation by any organization approved by Centers for 
Medicare and Medicaid Services (CMS) and other nationally recognized 
programs. The Joint Commission or its successor, for example, would be 
acceptable if applicable. Other acceptable accrediting organizations may include, 
but are not limited to, the following: 

(i) Those having the same accrediting standards as the licensed hospital of 
which it will be a department, for a Freestanding Emergency Department; 

(ii) Accreditation Association for Ambulatory Health Care, and where 
applicable, American Association for Accreditation of Ambulatory Surgical 
Facilities, for Ambulatory Surgical Treatment Center projects; 

(iii) Commission on Accreditation of Rehabilitation Facilities (CARF), for 
Comprehensive Inpatient Rehabilitation Services and Inpatient Psychiatric 
projects; 

(iv) American Society of Therapeutic Radiation and Oncology (ASTRO), the 
American College of Radiology (ACR), the American College of Radiation 
Oncology (AGRO), National Cancer Institute (NCI), or a similar accrediting 
authority, for Megavoltage Radiation Therapy projects; 

(v) American College of Radiology, for Positron Emission Tomography, 
Magnetic Resonance Imaging and Outpatient Diagnostic Center projects; 
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CERTIFICATE OF NEED PROGRAM - GENERAL CRITERIA 

(Rule 0720-11-.01, continued) 

CHAPTER 0720-11 

(vi) Community Health Accreditation Program, Inc., Accreditation Commission 
for Health Care, or another accrediting body with deeming authority for 
hospice services from CMS or state licensing survey, and/or other third 
party quality oversight organization, for Hospice projects; 

(vii) Behavioral Health Care accreditation by the Joint Commission for 
Nonresidential Substitution Based Treatment Center, for Opiate Addiction 
projects; 

(viii) American Society of Transplantation or Scientific Registry of Transplant 
Recipients, for Organ Transplant projects; 

(ix) Joint Commission or another appropriate accrediting authority recognized 
by CMS, or other nationally recognized accrediting organization, for a 
Cardiac Catheterization project that is not required by law to be licensed by 
the Department of Health; 

(x) Participation in the National Cardiovascular Data Registry, for any Cardiac 
Catheterization project; 

(xi) Participation in the National Burn Repository, for Burn Unit projects; 

(xii) Community Health Accreditation Program, Inc., Accreditation Commission 
for Health Care, and/or other accrediting body with deeming authority for 
home health services from CMS and participation in the Medicare Quality 
Initiatives, Outcome and Assessment Information Set, and Home Health 
Compare, or other nationally recognized accrediting organization, for Home 
Health projects; and 

(xiii) Participation in the National Palliative Care Registry, for Hospice projects. 

(h) For Ambulatory Surgical Treatment Center projects, whether the applicant has 
estimated the number of physicians by specialty expected to utilize the facility, 
developed criteria to be used by the facility in extending surgical and anesthesia 
privileges to medical personnel, and documented the availability of appropriate and 
qualified staff that will provide ancillary support services, whether on- or off-site. 

(i) For Cardiac Catheterization projects: 

1. Whether the applicant has documented a plan to monitor the quality of its cardiac 
catheterization program, including but not limited to, program outcomes and 
efficiencies; 

2. Whether the applicant has agreed to cooperate with quality enhancement efforts 
sponsored or endorsed by the State of Tennessee, which may be developed per 
Policy Recommendation; and 

3. Whether the applicant will staff and maintain at least one cardiologist who has 
performed 75 cases annually averaged over the previous 5 years (for an adult 
program), and 50 cases annually averaged over the previous 5 years (for a 
pediatric program). 

U) For Open Heart projects: 
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CERTIFICATE OF NEED PROGRAM - GENERAL CRITERIA 

(Rule 0720-11-.01, continued) 

CHAPTER 0720-11 

1. Whether the applicant will staff with the number of cardiac surgeons who will 
perform the volume of cases consistent with the State Health Plan (annual 
average of the previous 2 years), and whether the applicant will maintain this 
volume in the future; 

2. Whether the applicant will staff and maintain at least one surgeon with 5 years of 
experience; 

3. Whether the applicant will participate in a data reporting, quality improvement, 
outcome monitoring, and peer review system that benchmarks outcomes based 
on national norms, with such a system providing for peer review among 
professionals practicing in facilities and programs other than the applicant 
hospital (demonstrated active participation in the STS National Database is 
expected and shall be considered evidence of meeting this standard); 

(k) For Comprehensive Inpatient Rehabilitation Services projects, whether the applicant will 
have a board-certified physiatrist on staff (preferred); 

(I) For Home Health projects, whether the applicant has documented its existing or 
proposed plan for quality data reporting, quality improvement, and an outcome and 
process monitoring system; 

(m) For Hospice projects, whether the applicant has documented its existing or proposed 
plan for quality data reporting, quality improvement, and an outcome and process 
monitoring system; 

(n) For Megavoltage Radiation Therapy projects, whether the applicant has demonstrated 
that it will meet the staffing and quality assurance requirements of the American Society 
of Therapeutic Radiation and Oncology (ASTRO), the American College of Radiology 
(ACR), the American College of Radiation Oncology (ACRO), National Cancer Institute 
(NCI), or a similar accrediting authority; 

(o) For Neonatal Intensive Care Unit projects, whether the applicant has documented its 
existing or proposed plan for data reporting, quality improvement, and outcome and 
process monitoring system; whether the applicant has documented the intention and 
ability to comply with the staffing guidelines and qualifications set forth by the 
Tennessee Perinatal Care System Guidelines for Regionalization, Hospital Care Levels, 
Staffing and Facilities; and whether the applicant will participate in the Tennessee 
Initiative for Perinatal Quality Care (TIPQC); 

(p) For Nursing Home projects, whether the applicant has documented its existing or 
proposed plan for data reporting, quality improvement, and outcome and process 
monitoring systems, including in particular details on its Quality Assurance and 
Performance Improvement program. As an alternative to the provision of third party 
accreditation information, applicants may provide information on any other state, 
federal, or national quality improvement initiatives; 

(q) For Inpatient Psychiatric projects: 

1. Whether the applicant has demonstrated appropriate accommodations for 
patients (e.g., for seclusion/restraint of patients who present management 
problems and children who need quiet space; proper sleeping and bathing 
arrangements for all patients), adequate staffing (i.e. , that each unit will be staffed 
with at least two direct patient care staff, one of which shall be a nurse, at all 
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(Rule 0720-11-.01, continued) 

CHAPTER 0720-11 

times), and how the proposed staffing plan will lead to quality care of the patient 
population served by the project; 

2. Whether the applicant has documented its existing or proposed plan for data 
reporting, quality improvement, and outcome and process monitoring system; 
and 

3. Whether an applicant that owns or administers other psychiatric facilities has 
provided information on satisfactory surveys and quality improvement programs 
at those facilities. 

(r) For Freestanding Emergency Department projects, whether the applicant has 
demonstrated that it will satisfy and maintain compliance with standards in the State 
Health Plan; 

(s) For Organ Transplant projects, whether the applicant has demonstrated that it will 
satisfy and maintain compliance with standards in the State Health Plan; and 

(t) For Relocation and/or Replacement of Health Care Institution projects: 

1. For hospital projects, Acute Care Bed Need Services measures are applicable; 
and 

2. For all other healthcare institutions, applicable facility and/or service specific 
measures are applicable. 

(u) For every CON issued on or after the effective date of this rule, reporting shall be made 
to the Health Services and Development Agency each year on the anniversary date of 
implementation of the CON, on forms prescribed by the Agency. Such reporting shall 
include an assessment of each applicable volume and quality standard and shall 
include results of any surveys or disciplinary actions by state licensing agencies, 
payors, CMS, and any self-assessment and external peer assessment processes in 
which the applicant participates or participated within the year, which are relevant to the 
health care institution or service authorized by the certificate of need. The existence 
and results of any remedial action, including any plan of correction, shall also be 
provided. 

(v) HSDA will notify the applicant and any applicable licensing agency if any volume or 
quality measure has not been met. 

(w) Within one month of notification the applicant must submit a corrective action plan and 
must report on the progress of the plan within one year of that submission. 

(4) Contribution to the Orderly Development of Adequate and Effective Healthcare Facilities 
and/or Services. The contribution which the proposed project will make to the orderly 
development of an adequate and effective health care system may be evaluated upon the 
following factors: 

(a) The relationship of the proposal to the existing health care system (for example: 
transfer agreements, contractual agreements for health services, the applicant's 
proposed TennCare participation, affiliation of the project with health professional 
schools); 

(b) The positive or negative effects attributed to duplication or competition; and 
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(Rule 0720-11-.01, continued) 

CHAPTER 0720-11 

(c) The availability and accessibility of human resources required by the proposal, including 
consumers and related providers. 

(5) Applications for Change of Site. When considering a certificate of need application which is 
limited to a request for a change of site for a proposed new health care institution, The 
Agency may consider, in addition to the foregoing factors, the following factors: 

(a) Need. The applicant should show the proposed new site will serve the health care 
needs in the area to be served at least as well as the original site. The applicant should 
show that there is some significant legal, financial, or practical need to change to the 
proposed new site. 

(b) Economic factors. The applicant should show that the proposed new site would be at 
least as economically beneficial to the population to be served as the original site. 

(c) Quality of Health Care to be provided. The applicant should show the quality of health 
care to be provided will be served at least as well as the original site. 

(d) Contribution to the orderly development of health care facilities and/or services. The 
applicant should address any potential delays that would be caused by the proposed 
change of site, and show that any such delays are outweighed by the benefit that will be 
gained from the change of site by the population to be served. 

(6) Certificate of need conditions. In accordance with T.C.A. § 68-11-1609, The Agency, in its 
discretion, may place such conditions upon a certificate of need it deems appropriate and 
enforceable to meet the applicable criteria as defined in statute and in these rules. 

Authority: T.C.A. §§ 4-5-202, 4-5-208, 68-11-1605, 68-11-1609, and 2016 Tenn. Pub. Acts Ch. 1043. 
Administrative History: Original rule filed August 31 , 2005; effective November 14, 2005. Emergency 
rule filed May 31, 2017; effective through November 27, 2017. 
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CERTIFICATE OF NEED 
REVIEWED BY THE DEPARTMENT OF HEALTH 

DIVISION OF POLICY, PLANNING AND ASSESSMENT 
615-741-1954 

 
DATE: May 31, 2020 
  
APPLICANT: Covenant Health Diagnostic Center 
 210 Fort Sanders West Boulevard, Building 3, Suite 100 

Knoxville, TN 37922 
 

CON# CN2004-006 
 

CONTACT PERSON: Mike Richardson 
Covenant Health 
Vice President of Strategic Planning and Development 
280 Fort Sanders West Blvd., Building 4, Suite 218  
Knoxville, TN 37922 

  
COST: $10,633,428 
In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of 
2002, the Tennessee Department of Health, Division of Health Planning, reviewed this certificate of 
need application for financial impact, TennCare participation, compliance with Tennessee’s State 
Health Plan, and verified certain data.  Additional clarification or comment relative to the 
application is provided, as applicable, under the heading “Note to Agency Members.” 
 
SUMMARY:   
The applicant, Covenant Diagnostic Center, seeks Certificate of Need (CON) approval for the 
conversion and upgrade of existing healthcare resources to create a freestanding and 
independently licensed ODC, which will include MRI, CT, X-Ray, Mammography, Ultrasound, Bone 
Density, Fluoroscopy, EKG, Echo Cardiography, and Nuclear Medicine.   The proposed ODC will 
operate within 9,731 square feet of space within an existing medical office building.  The proposed 
ODC will be 100% owned by Covenant Medical Group, Inc.  The primary service area is identified 
as Knox County, which only has three licensed ODCs.  These three ODCs include East Tennessee 
Community Open MRI, Outpatient Diagnostic Center of Knoxville, and East Tennessee Diagnostic 
Center.  The total estimated project cost is $10,633,428, which will be funded by operational cash 
flow.  The applicant expects the project to realize a positive financial margin in its first year of 
operations.  The projected clinical staffing pattern for direct patient care includes 6.57 full-time 
equivalent (FTE) medical imaging technologists. 
 

GENERAL CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all of the general criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan.   
 
MRI is the only one of these modalities that is regulated by CON and therefore, this section will 
focus only on the area wide need for outpatient MRI capacity and the appropriateness of the 
project’s location in the service area. 
 
NEED: 
The applicant, Covenant Diagnostic Center, seeks Certificate of Need (CON) approval for the 
conversion and upgrade of existing healthcare resources to create a freestanding and 
independently licensed ODC.  This ODC will be created by converting an outpatient medical 
imaging facility that is currently operating as part of Fort Sanders Regional Medical Center.  This 
ODC will include the continuation of existing medical imaging services at the same location, which 
will include MRI, CT, X-Ray, Mammography, Ultrasound, Bone Density, Fluoroscopy, EKG, Echo 
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Cardiography, and Nuclear Medicine.  The applicant identifies its primary service area as Knox 
County, whose population data is illustrated below:     
 

2020 - 2024 Total Population Projections 

County 2020 2024 % Increase or 
Decrease 

Knox 472,696 488,136 3.3% 
                    Tennessee Population Projections 2020 Revised UTCBER, Tennessee Department of Health 
 
The proposed ODC will operate within approximately 9,731 square feet of space in a medical office 
building that is owned by its parent company, Covenant Health.  The applicant states that the 
proposed ODC will not add any services to the area, but will modernize an existing hospital-based 
outpatient imaging facility to better serve patients and referring physicians. 
 
The applicant states that the primary goal of this project is to better serve and benefit the 
community by addressing the evolving needs and expectations of the community.  The applicant 
believes that the proposed ODC will benefit both patients and physicians who have utilized the 
facility historically, as well as address the increased migration of outpatients toward ODCs and 
other care settings, while allowing decompression of medical imaging volumes at Covenant 
Health’s hospitals in Knox County. 
 
There are currently three ODCs include East Tennessee Community Open MRI, Outpatient 
Diagnostic Center of Knoxville, and East Tennessee Diagnostic Center.  In 2018, East Tennessee 
Community Open MRI reported 5,260 procedures, Outpatient Diagnostic Center of Knoxville 
reported 21,731 procedures, and East Tennessee Diagnostic Center reported 4,197 procedures. 
 
The following chart illustrates the applicant’s historical utilization (operating as Fort Sanders West 
Diagnostic Center: 
 

Historical Utilization 
Modality 2017 2018 2019 

MRI 923 784 793 
Ultrasound 2,327 2,169 2,247 

X-Ray 3,413 3,897 4,501 
CT 1,535 1,593 1,539 

Mammography 7,837 7,523 8,067 
Bone Density 519 551 655 

Nuclear Medicine 110 83 64 
Cardiac Diagnostics 299 290 396 

Total 16,933 16,890 18,262 

 
The following chart illustrates the applicant’s projected utilization for the first two years of 
operation: 

 
Projected Utilization 

Modality Year One (2021) Year Two (2022) 
MRI 872 1,134 

Ultrasound 2,359 3,067 
X-Ray 4,727 6,144 

CT 1,616 2,101 
Mammography 8,470 9,317 
Bone Density 655 655 

Nuclear Medicine 80 104 
Cardiac Diagnostics 396 396 

Total 19,175 22,918 
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TENNCARE/MEDICARE ACCESS: 
The applicant will contract with TennCare MCOs such as Amerigroup, United Healthcare 
Community Plan, BlueCare, and TennCare Select.  The applicant will also apply for a Medicare 
Provider Number and a Medicaid Provider Number. 
 
ECONOMIC FACTORS/FINANCIAL FEASIBILITY: 
The Department of Health, Division of Policy, Planning, and Assessment has reviewed the Project 
Costs Chart, the Historical Data Chart, and the Projected Data Chart to determine if they are 
mathematically accurate and if the projections are based on the applicant’s anticipated level of 
utilization.  The location of these charts may be found in the following specific locations in the 
Certificate of Need Application or the Supplemental material: 
 
 Project Costs Chart:  The Project Costs Chart is located on page 38 of the application 

outlining a total projected project cost of $10,633,428.  The project includes equipment costs 
of $6,380,922 for moveable equipment, $2,812,260 for the facility, $1,199,938 for total 
construction costs, $78,720 for architectural and engineering fees, $78,000 for a contingency 
fund, $60,793 for the CON filing fee, $15,295 for furnishings, and $7,500 for legal and 
administrative consultant fees. 

 
Historical Data Chart: As a new project, there is no historical data. 
 
Projected Data Chart: The Projected Data Chart is located on page 44 of the application 
detailing 19,175 imaging procedures in year one, and 22,918 imaging procedures in year 
two, with net incomes of $(298,226) and $(247,909), respectively.  The applicant projects 
the free cash flow for the first and second years of operation to be $543,406 and $589,712, 
respectively. 
 
The following chart illustrates the applicant’s proposed charge schedule: 

 

Total Facility 
Project 

Previous Year 
Project 

Current Year 
Project Year 

One 
Project Year 

Two 

% Change 
(Current Yr. to 

Yr. 2) 
Gross Charge (Gross 

Operating 
Revenue/Utilization Data) 

N/A N/A $468 $492 N/A 

Deductions from 
Revenue (Total 

Deductions/Utilization Data) 
N/A N/A $364 $376 N/A 

Average Net Charge (Net 
Operating 

Revenue/Utilization Data 
N/A N/A $105 $116 N/A 

 
The following chart shows the applicant’s projected payor mix for the project: 
 

Projected Payor Mix Year One – Project Only 
Payor Source Projected Gross 

Operating Revenue 
% of Total 

Medicare/Medicare Managed Care $3,191,557 36% 
TennCare/Medicaid $350,033 4% 

Commercial/Other Managed Care $5,190,012 58% 
Self-Pay $246,640 3% 

Other (Work Comp.)   
Total $8,978,241 100% 

Charity Care $91,073  

 
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE: 
The proposed ODC will seek contracts with a number of managed care organizations including 
Aetna, AmeriGroup, BlueCare, Blue Cross Blue Shield, Medicare, Cigna, Humana, Tri-Care, and 
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United Healthcare.  The ODC will have appropriate transfer agreements and working arrangements 
with area hospitals.  Most, if not all, of the employees needed to support the ODC are already 
employed by Covenant Health. 
 
The applicant feels that this project will have a positive impact on the healthcare system in the 
service area by improving the quality of the medical imaging within a modernized outpatient care 
setting will improve patient care and consumer access to services.  Also, the project will greatly 
improve the efficiency of existing medical imaging resources.  The applicant believes that the 
project will have minimal, if any, negative effects on existing providers in the service area as this is 
the modernization of an existing outpatient medical imaging site and does not create duplicative 
resources in Knox County. 
 
The applicant feels that there are no feasible alternatives to this project.  The applicant is unaware 
of a less costly, more effective, or more efficient approach to accomplish the goals of this project.  
The applicant maintains that this project represents the optimal use of existing healthcare 
resources and the experience of involved parties to optimize patient experience, as the upgrades of 
the proposed project will benefit residents of the service area. 
 
QUALITY STANDARDS: 
The applicant is committed to providing high-quality care for all patients, as all services will be 
performed under the oversight of experienced clinical leaders and physicians.  The applicant will 
maintain compliance with all applicable quality, safety, and regulatory standards.  The ODC will 
seek accreditation from the American College of Radiology (ACR).  The applicant plans to seek 
ODC licensure from the Tennessee Board of Licensing Health Care Facilities.  Also, the applicant 
feels that its patients will benefit from the significant clinical collaboration and management 
resources of Covenant Health’s integrated network of providers.   
 

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 

OUTPATIENT DIAGNOSTIC CENTERS 
 

1. The need for outpatient diagnostic services shall be determined on a county by county basis 
(with data presented for contiguous counties for comparative purposes) and should be 
projected four years into the future using available population figures. 
 
This application is for the establishment of a new freestanding Outpatient Diagnostic 
Center in Knox County.  However, the proposed project will not create additional medical 
imaging resources within the service area.  The applicant states that this project will 
improve an existing outpatient medical imaging facility and will allow conversion to an 
ODC.  The applicant feels that the proposed project is needed to allow for the 
modernization of the long-established outpatient medical imaging assets in Knox County, 
while enabling a timely conversion of existing assets at the same location for separate 
licensure as a new freestanding ODC.  The applicant feels that the need for the proposed 
ODC is supported by the significant number of patients who have sought medical imaging 
services and diagnostic consultations at the current location.  Also, the applicant believes 
that this project addresses a clear need to upgrade the medical imaging resources 
available to the community to improve patient care and address evolving expectations. 
 

2. Approval of additional outpatient diagnostic services will be made only when it is 
demonstrated that existing services in the applicant’s geographical service area are not 
adequate and/or there are special circumstances that require additional services. 
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N/A.  The proposed project does not seek approval of additional outpatient services or 
equipment within the service area.  This project represents a conversion of existing 
resources that will include significant upgrades to existing diagnostic imaging equipment  

 
3. Any special needs and circumstances: 
 

a. The needs of both medical and outpatient diagnostic facilities and services must be 
analyzed. 
 
Not applicable, no other special circumstances are recognized. 
 

b. Other special needs and circumstances, which might be pertinent, must be analyzed. 
 
Not applicable, no other special circumstances are recognized. 

 
c. The applicant must provide evidence that the proposed diagnostic outpatient services 

will meet the needs of the potential clientele to be served. 
 
The proposed ODC will add new medical imaging equipment with expanded clinical 
capabilities to better serve patient needs.  Also, clinical improvements created by this 
project will better support the evolving diagnostic needs of many referring physicians in 
the service area.  Furthermore, the ODC will maintain contracts with TennCare MCOs 
operating in the service area and have appropriate charity care policies to benefit 
economically challenged patients. 

 
1. The applicant must demonstrate how emergencies within the outpatient diagnostic 

facility will be managed in conformity with accepted medical practice. 
 
Consistent with how emergencies have been planned for and managed at the 
proposed site under different operating models in the past, the new ODC will 
conform to accepted medical practice for a freestanding ODC.  Specifically, the 
following preparations will help ensure patient safety in emergency situations:  
mandatory staff training, emergency equipment within the imaging suite, 
maintaining long-established relationships with local EMS organizations, and 
maintaining emergency transfer agreements with local hospitals. 

 
2. The applicant must establish protocols that will assure that all clinical procedures 

performed are medically necessary and will not unnecessarily duplicate. 
 
The applicant will establish appropriate clinical protocols to govern all procedures to 
be performed at the new ODC, including specific protocols and criterial to ensure 
that medical imaging studies to be performed are medically necessary and to avoid 
unnecessary duplication of other services.   
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