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                                                                                    d/b/a Tier 1 Orthopedics 
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CERTIFICATE OF NEED 
REVIEWED BY THE DEPARTMENT OF HEALTH 

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

 
DATE: June 30, 2016 
  
APPLICANT: Upper Cumberland Orthopedic Surgery d/b/a Tier One 

Orthopedics 
 335 West Spring Street 
 Cookeville, Tennessee 
  
 CN1604-015 
  
CONTACT PERSON: Jerry Taylor, Esquire 
 501 Union Street, Suite 2300 
 Nashville, Tennessee 37219 
  
COST: $1,486,578.29 
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 Policy, Planning, and Assessment, 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: 
Upper Cumberland Orthopedic Surgery, P.C., a Tennessee Professional Corporation, d/b/a Tier 1 
Orthopedic Surgery, P.C. seeks Certificate of Need (CON) approval for the acquisition of a Magnetic 
Resonance Imaging (MRI) unit, and the initiation of MRI services.  The proposed MRI services will 
be owned and operated by Tier 1 and will be limited to the patients of Tier 1.  No facility license 
will be sought.  The MRI will be located in a freestanding building located at 335 West Spring 
Street, Cookeville, (Putnam County) Tennessee, across the street from Tier 1.  The building is 
owned by an affiliated entity and will be leased from that entity by Tier 1. 
 
The MRI suite will consist of approximately 2,500 square feet of space that is currently unused.  
The space will be built out by Tier 1 into an MRI suite with all necessary and appropriate imaging, 
equipment, and patient areas.  The cost of renovation will be $375,000 or $150 per square feet. 
 
Tier 1 is owned by Upper Cumberland Orthopedic Surgery, P.C. 
 
The total project cost is $1,486,578.29 and will be financed by a commercial loan estimated to 
total $809,050 from the Bank of Putnam County.  A copy of the proposed financing is located in 
Attachment C, II, Economic Feasibility 2. 
 

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. 
 
NEED: 
Tier 1 is an orthopedic group practice whose physicians frequently need to have MRI scans 
performed.  In 2015, Tier 1 order 3,067 scans for its patients.  Currently almost all of the scans 
ordered by Tier 1 physicians are performed at Cookeville Regional Medical Center (CRMC).  
According to the applicant, CRMC supports this application and will provide a letter of support. 
 
The applicant intends to acquire a refurbished 1.5 Tesla MRI and house it in a freestanding 
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building located across the street from their main clinical offices. 
 
 
The applicant’s designated service area includes Fentress, Jackson, Overton, Putnam, and White 
counties.  The applicant states 75% of their patients are residents of these counties.  The following 
table contains the population projections for the applicant’s service area. 
 

County 2016 Population 2020 Population % of Increase/ 
(Decrease) 

Fentress 18,823 19,309 2.6% 
Jackson 12,120 12,375 2.1% 
Overton 23,460 24,291 3.5% 
Putnam 79,658 84,087 5.6% 
White 27,519 28,541 3.7% 

Total 161,580 168,603 4.3% 
       Tennessee Population Projections 2000-2020, 2015 Revised UTCBER, Tennessee Department of Health 
 
Tier 1 is an orthopedic group practice whose physician’s frequently order MRI scans that need to 
be performed elsewhere.  In 2015, Tier 1 ordered 3,067 scans for its patients.  Currently, almost 
all of the scans ordered by Tier 1 physicians are performed at Cookeville Regional Medical Center 
(CRMC).  According to the applicant, CRMC supports this application and will provide a letter of 
support.   
 
Tier 1 states the over-arching reason CRMC supports the project is both CRMC believes the highest 
quality orthopedic coverage for the community outweighs the loss of MRI volume at CRMC.  Tier 1 
is the only orthopedic group supporting the local community hospital.  Tier 1 provides all urgent 
care for CRMC with emergent coverage 24 hours per day, 7 days per week.  Significant out-
migration of patients for MRI service to primarily metro hospitals continues to occur.  The 
applicant’s proposed MRI service will help assure that local cases remain local. The practice is 
made up of 5 general orthopedic surgeons.  The ages of these surgeons are 64,60,60,46, and 44.  
In the not too distant future, there is a need to recruit at least 5 orthopedic surgeons, including 
specialty coverage.  Additionally, two neurosurgeons have expressed interest in joining the group 
and could possible generate 500 scans per year extra.  Tier 1 state they have an immediate need 
for two additional orthopedic surgeons and desires that the new candidates provide some of the 
orthopedic specialties provided in metro areas.  Without ancillary offerings such as an MRI unit, 
Tier 1 has a distinct disadvantage in recruitment. 
 
Having an MRI service in house and virtually in the same location as the clinical offices of Tier 1 
will be more convenient for patients and improve and shorten scheduling times.   
 

HSDA Service Area 2014 MRI Equipment Utilization 
Facility County Fixed Procedures Mobile Procedures 

Fentress ODC, Fentress Health Systems Fentress 1 1,813 0 0 
Livingston Regional Hospital Overton 1 649 0 0 
Cookeville Regional Medical Center Putnam 1 4,375 0 0 
 H-Imaging Outpatient Imaging at CRMC Putnam 2 5,273 0 0 
Putnam ODC Premier Diagnostic Imaging Putnam 2 5,454 0 0 
St. Thomas-Highland Hospital White 1 1,124 0 0 

Total  8 18,688 0 0 
Source:  HSDA 8/10/15 Equipment Utilization 
 
The eight MRI units in the applicant’s service area averaged 2,336 procedures per unit in 2014. 
 
The applicant is projecting 3,024 scans in year one and 3,175 scans in year two of the project. 
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TENNCARE/MEDICARE ACCESS: 
The applicant participates in the Medicare and TennCare/Medicaid programs.  The applicant 
contracts with TennCare MCOs AmeriGroup, BlueCare, United Healthcare Community Plan, and 
TennCare Select. 
 
The applicant projects $268,200 in Medicare revenues in year one or 44% of total gross revenue.  
TennCare revenues are projected to be $47,100 or 7% of total gross revenues. 
 
ECONOMIC FACTORS/FINANCIAL FEASIBILITY: 
The Department of Health, Division of Policy, Planning, and Assessment have 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 22 of the application.  

The total estimated project cost is $1,486,578.29. 
 

 
Historical Data Chart: The Historical Data Chart is located on page 25 of the application.  
The applicant reported 33,174, 33,645, and 32,615 patient encounters in 2015, 2014, and 
2013 with net operating revenues of ($41,902), ($68,806) and $67,382 each year, 
respectively. 

 
Projected Data Chart: The Projected Data Chart is located in Supplemental 1.  The 
applicant projects 3,024 and 3,175 scans in years one and two with net operating revenues 
of $444,952 and $487,115 each year, respectively. 

 
The applicant’s average gross charge, deduction and average net charges are provided below. 
 

Per Procedure Year One 
Gross Charge $1,539.06 
Average Deduction $1,111.87 
Average Net Charge $425.19 

 
The applicant compared charges with service area providers in Attachment C, Need. 1.  The 
applicant’s gross charge was less that all but one provider.  The applicant’s gross charge was less 
than the first Quartile Charge on HSDA’s equipment registry. 
 
There was no less costly or more effective alternative to this project.  The MRI unit is a refurbished 
unit and cost less than $400,000 installed.  There is no construction involved in the project, only 
renovation of 2,500 square feet of space in a building owned by an affiliated entity and lease from 
that entity. 
 
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE: 
The applicant has a transfer agreement with Cookeville Regional Medical Center. 
 
This project should have only positive effects on the healthcare system.  The applicant has the 
support of CRMC where the scans are currently performed. 
 
Staffing for the proposed MRI includes 1.5 FTE MRI Technicians, 1.5 FTE patient registration, .5. 
FTE scheduling/billing, and .33 FTE janitorial/maintenance. 
 
Tier 1 actively participates in cooperation with Tennessee Technological University in allowing 
students interested in the field of medicine shadow the physicians, nurses, and nurse practitioners 
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during clinics and surgeries.  Tier 1 has a contract with Volunteer State Community College to 
provide clinical experience for students enrolled in the Radiologic Technology program. 
 
There is no facility licensure required for this service.  Accreditation will be sought from the 
American College of Radiology. 
 

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. 
 

MAGNETIC RESONANCE IMAGING SERVICES 

Standards and Criteria 

1. Utilization Standards for non-Specialty MRI Units.   

a. An applicant proposing a new non-Specialty stationary MRI service should 
project a minimum of at least 2160 MRI procedures in the first year of 
service, building to a minimum of 2520 procedures per year by the second 
year of service, and building to a minimum of 2880 procedures per year by 
the third year of service and for every year thereafter. 

The applicant is projecting 3,024 scans in year one and 3,175 scans in year 
two of the project. 

b. Providers proposing a new non-Specialty mobile MRI service should project 
a minimum of at least 360 mobile MRI procedures in the first year of 
service per day of operation per week, building to an annual minimum of 
420 procedures per day of operation per week by the second year of 
service, and building to a minimum of 480 procedures per day of operation 
per week by the third year of service and for every year thereafter. 

Not applicable. 

c. An exception to the standard number of procedures may occur as new or 
improved technology and equipment or new diagnostic applications for MRI 
units are developed.  An applicant must demonstrate that the proposed 
unit offers a unique and necessary technology for the provision of health 
care services in the Service Area. 

Not applicable. 

d. Mobile MRI units shall not be subject to the need standard in paragraph 1 
b if fewer than 150 days of service per year are provided at a given 
location.   However, the applicant must demonstrate that existing services 
in the applicant’s Service Area are not adequate and/or that there are 
special circumstances that require these additional services. 
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Not applicable. 

e. Hybrid MRI Units.  The HSDA may evaluate a CON application for an MRI 
“hybrid” Unit (an MRI Unit that is combined/utilized with another medical 
equipment such as a megavoltage radiation therapy unit or a positron 
emission tomography unit) based on the primary purposes of the Unit. 

Not applicable. 

 

2. Access to MRI Units.  All applicants for any proposed new MRI Unit should 
document that the proposed location is accessible to approximately 75% of the 
Service Area’s population.  Applications that include non-Tennessee counties in 
their proposed Service Areas should provide evidence of the number of existing 
MRI units that service the non-Tennessee counties and the impact on MRI unit 
utilization in the non-Tennessee counties, including the specific location of those 
units located in the non-Tennessee counties, their utilization rates, and their 
capacity (if that data are available). 

Not applicable. 

3. Economic Efficiencies.  All applicants for any proposed new MRI Unit should 
document that alternate shared services and lower cost technology applications 
have been investigated and found less advantageous in terms of accessibility, 
availability, continuity, cost, and quality of care. 

A shared MRI service is not practical for Tier 1’s volume. 

 

4. Need Standard for non-Specialty MRI Units. 

 

A need likely exists for one additional non-Specialty MRI unit in a Service Area 
when the combined average utilization of existing MRI service providers is at or 
above 80% of the total capacity of 3600 procedures, or 2880 procedures, during 
the most recent twelve-month period reflected in the provider medical equipment 
report maintained by the HSDA.  The total capacity per MRI unit is based upon the 
following formula:  

Stationary MRI Units:  1.20 procedures per hour x twelve hours per day x 5 days 
per week x 50 weeks per year = 3,600 procedures per year 

Mobile MRI Units:  Twelve (12) procedures per day x days per week in operation x 
50 weeks per year.  For each day of operation per week, the optimal efficiency is 
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480 procedures per year, or 80 percent of the total capacity of 600 procedures per 
year. 

The eight MRI units in the applicant’s service area averaged 2,336 procedures per unit in 
2014. 
 

5. Need Standards for Specialty MRI Units. 

 
a. Dedicated fixed or mobile Breast MRI Unit. An applicant proposing to 

acquire a dedicated fixed or mobile breast MRI unit shall not receive a CON 
to use the MRI unit for non-dedicated purposes and shall demonstrate that 
annual utilization of the proposed MRI unit in the third year of operation is 
projected to be at least 1,600 MRI procedures (.80 times the total capacity 
of 1 procedure per hour times 40 hours per week times 50 weeks per 
year), and that: 

Not applicable. 
 
1. It has an existing and ongoing working relationship with a breast-

imaging radiologist or radiology proactive group that has experience 
interpreting breast images provided by mammography, ultrasound, and 
MRI unit equipment, and that is trained to interpret images produced 
by an MRI unit configured exclusively for mammographic studies; 

Not applicable. 
 
2. Its existing mammography equipment, breast ultrasound equipment, 

and the proposed dedicated breast MRI unit are in compliance with the 
federal Mammography Quality Standards Act; 

Not applicable. 
 

3. It is part of or has a formal affiliation with an existing healthcare 
system that provides comprehensive cancer care, including radiation 
oncology, medical oncology, surgical oncology and an established 
breast cancer treatment program that is based in the proposed service 
area. 

Not applicable. 
 

4. It has an existing relationship with an established collaborative team 
for the treatment of breast cancer that includes radiologists, 
pathologists, radiation oncologists, hematologist/oncologists, surgeons, 
obstetricians/gynecologists, and primary care providers. 

Not applicable. 
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b. Dedicated fixed or mobile Extremity MRI Unit.  An applicant proposing to 
institute a Dedicated fixed or mobile Extremity MRI Unit shall provide 
documentation of the total capacity of the proposed MRI Unit based on the 
number of days of operation each week, the number of days to be 
operated each year, the number of hours to be operated each day, and the 
average number of MRI procedures the unit is capable of performing each 
hour.  The applicant shall then demonstrate that annual utilization of the 
proposed MRI Unit in the third year of operation is reasonably projected to 
be at least 80 per cent of the total capacity. Non-specialty MRI procedures 
shall not be performed on a Dedicated fixed or mobile Extremity MRI Unit 
and a CON granted for this use should so state on its face. 

 
c. Dedicated fixed or mobile Multi-position MRI Unit.  An applicant proposing 

to institute a Dedicated fixed or mobile Multi-position MRI Unit shall 
provide documentation of the total capacity of the proposed MRI Unit 
based on the number of days of operation each week, the number of days 
to be operated each year, the number of hours to be operated each day, 
and the average number of MRI procedures the unit is capable of 
performing each hour.  The applicant shall then demonstrate that annual 
utilization of the proposed MRI Unit in the third year of operation is 
reasonably projected to be at least 80 per cent of the total capacity. Non-
specialty MRI procedures shall not be performed on a Dedicated fixed or 
mobile Multi-position MRI Unit and a CON granted for this use should so 
state on its face. 

Not applicable. 
 

6. Separate Inventories for Specialty MRI Units and non-Specialty MRI Units.   If data 
availability permits, Breast, Extremity, and Multi-position MRI Units shall not be 
counted in the inventory of non-Specialty fixed or mobile MRI Units, and an 
inventory for each category of Specialty MRI Unit shall be counted and maintained 
separately.  None of the Specialty MRI Units may be replaced with non-Specialty 
MRI fixed or mobile MRI Units and a Certificate of Need granted for any of these 
Specialty MRI Units shall have included on its face a statement to that effect.  A 
non-Specialty fixed or mobile MRI Unit for which a CON is granted for Specialty 
MRI Unit purpose use-only shall be counted in the specific Specialty MRI Unit 
inventory and shall also have stated on the face of its Certificate of Need that it 
may not be used for non-Specialty MRI purposes. 

Not applicable. 
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7. Patient Safety and Quality of Care.  The applicant shall provide evidence that any 
proposed MRI Unit is safe and effective for its proposed use. 

 
b. The United States Food and Drug Administration (FDA) must certify the 

proposed MRI Unit for clinical use. 

A copy of the FDA letter is located in Attachment B, II, E, 1, 4. 

c. The applicant should demonstrate that the proposed MRI Procedures will be 
offered in a physical environment that conforms to applicable federal 
standards, manufacturer’s specifications, and licensing agencies’ requirements. 

The equipment vendor verified the MRI unit will be installed according to all 
applicable standards in Attachment B, II, E.3. 

d. The applicant should demonstrate how emergencies within the MRI Unit facility 
will be managed in conformity with accepted medical practice. 

 
e. The applicant should establish protocols that assure that all MRI Procedures 

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

The applicant’s emergency protocol is located in Attachment C, I, Need (3). 
 

f. An applicant proposing to acquire any MRI Unit or institute any MRI service, 
including Dedicated Breast and Extremity MRI Units, shall demonstrate that it 
meets or is prepared to meet the staffing recommendations and requirements 
set forth by the American College of Radiology, including staff education and 
training programs. 

Not applicable. 
 

g. All applicants shall commit to obtain accreditation from the Joint Commission, 
the American College of Radiology, or a comparable accreditation authority for 
MRI within two years following operation of the proposed MRI Unit. 

The applicant will seek accreditation from the American College of Radiology. 
 

h. All applicants should seek and document emergency transfer agreements with 
local area hospitals, as appropriate. An applicant’s arrangements with its 
physician medical director must specify that said physician be an active 
member of the subject transfer agreement hospital medical staff. 

The applicant has a transfer agreement with Cookeville Regional Medical 
Center. 
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8. The applicant should provide assurances that it will submit data in a timely fashion 
as requested by the HSDA to maintain the HSDA Equipment Registry.   

The applicant confirms to do so. 
 

9. In light of Rule 0720-11.01, which lists the factors concerning need on which an 
application may be evaluated, and Principle No. 2 in the State Health Plan, “Every 
citizen should have reasonable access to health care,” the HSDA may decide to 
give special consideration to an applicant: 

 
a. Who is offering the service in a medically underserved area as designated 

by the United States Health Resources and Services Administration; 

All of Fentress and Jackson counties are MUA and part of Overton, Putnam, 
and White counties. 
 

b. Who is a “safety net hospital” or a “children’s hospital” as defined by the 
Bureau of TennCare Essential Access Hospital payment program; or 

Not applicable. 
 

c. Who provides a written commitment of intention to contract with at least 
one TennCare MCO and, if providing adult services, to participate in the 
Medicare program; or 

The applicant participates in the Medicare and TennCare/Medicaid 
programs. 
 

d. Who is proposing to use the MRI unit for patients that typically require 
longer preparation and scanning times (e.g., pediatric, special needs, 
sedated, and contrast agent use patients).  The applicant shall provide in 
its application information supporting the additional time required per scan 
and the impact on the need standard. 

Not applicable. 

 
 


