STATE OF NEW YORK
PUBLIC HEALTH AND HEALTH PLANNING COUNCIL

COMMITTEE DAY

AGENDA

September 24, 2015
10:00 a.m.

e 90 Church Street 4™ Floor, Room 4A & 4B, New York City
e New York State Department of Health Offices at Rochester, Conference Room 1
e Sturman Conference Room, Wadsworth Center, NYS Department of Health,
Empire State Plaza, Albany

l. COMMITTEE ON HEALTH PLANNING

John Rugge, M.D., Chair

Residential Health Care Facility Bed Need Methodology
1. COMMITTEE ON ESTABLISHMENT AND PROJECT REVIEW

Gary Kalkut, M.D., Vice Chair

A. Applications for Construction of Health Care Facilities/Agencies
Acute Care Services — Construction Exhibit# 1
Number Applicant/Facility
1. 151204 C Vassar Brothers Medical Center
(Dutchess County)
2. 151213C Strong Memorial Hospital
(Monroe County)
Hospice Services — Construction Exhibit # 2
Number Applicant/Facility
1. 151270C Hospice Buffalo Inc

(Erie County)



Residential Health Care Facilities Ventilator Beds — Construction Exhibit # 3

Number Applicant/Facility
1. 132127C Four Seasons Nursing and Rehabilitation Center
(Kings County)
B. Applications for Establishment and Construction of Health Care Facilities/Agencies
Acute Care Services- Establish/Construct Exhibit # 4
Number Applicant/Facility
1. 151216 E Columbia Memorial Hospital
(Columbia County)
2. 152008 E NYU Hospitals Center
(Kings County)
Ambulatory Surgery Centers - Establish/Construct Exhibit #5
Number Applicant/Facility
1. 142216 B NHPE, LLC d/b/a New Hyde Park Endoscopy
(Nassau County)
2. 151008 B Pittsford Pain Center LLC
(Monroe County)
3. 151019B Liberty Endo, LLC d/b/a Liberty Endoscopy Center
(New York County)
4. 151186 B Premier Ambulatory Services Development Company, LLC d/b/a Premier
Ambulatory Surgery Center
(Erie County)
5. 151200 E South Shore Surgery Center
(Suffolk County)
6. 151201 E Crystal Run Ambulatory Surgery Center of Middletown
(Orange County)
7. 151226 E DHCH, LLC d/b/a Digestive Health Center of Huntington
(Suffolk County)
8. 151246 B Mid-Bronx Endoscopy Center
(Bronx County)
9. 151258 E Suffolk Surgery Center, LLC

(Suffolk County)



10. 151288 B Colonie ASC, LLC d/b/a Specialty Eye Surgery and Laser Center of the
Capital Region

(Albany County)
11. 152036 E AGCNY East, LLC d/b/a Endoscopy Center of Central New York
(Onondaga County)
Diagnostic and Treatment Centers - Establish/Construct Exhibit # 6
Number Applicant/Facility
1. 151250 B LISH, Inc.
(Suffolk County)
2. 152015B Community Health Initiatives, Inc.
(Kings County)
Dialysis Services - Establish/Construct Exhibit # 7
Number Applicant/Facility
1. 151308 B Brooklyn Gardens Dialysis Center
(Kings County)
2. 151269B Schenectady Partners, LLC d/b/a Rotterdam-Schenectady Dialysis Center
(Schenectady County)
3. 152025 E Mohawk Valley Dialysis Center
(Montgomery County)
Residential Health Care Facilities - Establish/Construct Exhibit # 8
Number Applicant/Facility
1. 151131 E Latta Road Nursing Home West, LLC
(Monroe County)
2. 151133 E Latta Road Nursing Home East, LLC
(Monroe County)
3. 151134 E Hamilton Manor Nursing Home, LLC
(Monroe County)
4. 151196 E Daleview Care Center

(Nassau County)



Certified Home Health Agency - Establish/Construct

Number

1. 151099 E

Applicant/Facility

HCR
(Monroe County)

C. Home Health Agency Licensures

Home Health Agency Licensures

Number

1909 L

2042 L

2059 L

2133 L

2184 L

2186 L

2193 L

2260 L

2280 L

Applicant/Facility

MedPro Homecare Agency, Inc.
(Queens, New York, Kings, Richmond, Bronx, and
Nassau Counties)

Touch of Love Homecare Agency Inc.
(Bronx, Richmond, Kings, New York, Queens, and
Nassau Counties)

Victory Home Care Services, Inc.
(Suffolk and Nassau Counties)

Theresa Home Care, Inc.
(New York, Kings, Bronx, Queens, Richmond, and
Nassau Counties)

Kirenaga Home Care Brooklyn, Inc.
(New York, Bronx, Kings, Richmond, Queens and Nassau
Counties)

Kirenaga Home Care Queens, Inc.
(New York, Bronx, Kings, Richmond, Queens, and
Nassau Counties)

Imo’s Nursing Agency, Inc.
(Queens, New York, Kings, Richmond, and Bronx
Counties)

ABR Homecare of NY, Inc.
(Suffolk and Nassau Counties)

CDS Monarch, Inc.
(Monroe and Wayne Counties)

Exhibit # 9

Exhibit # 10



2293 L

2362 L

2381 L

2405 L

2414 L

2437 L

2452 L

2456 L

2459 L

2467 L

2469 L

2474 L

Loyal Home Care, Inc.
(Kings, Bronx, Queens, Richmond and New York
Counties)

HT&T Corporation d/b/a HT&T Home Care
(Queens, Kings, Brooklyn, Richmond, New York and
Nassau Counties)

Sundance Home Care, Inc.
(Kings, Queens, New York, Bronx, Richmond, and
Nassau Counties)

Queens Home Care, Inc.

d/b/a Home Instead Senior Care Franchise #765

(Queens, New York, Bronx, Richmond, Kings and Nassau
Counties)

Collins Anyanwu-Mueller
d/b/a Angelic Touching Home Health Care Agency
(Westchester and Rockland Counties)

Artful Home Care, Inc.
(Suffolk and Nassau Counties)

Companion Angels Home Care Solutions, LLC
(New York, Queens, Bronx, Richmond, and Kings
Counties)

America Homecare Agency Services Corporation
(Schenectady, Rensselaer, Warren, Saratoga, Schoharie,
Albany and Washington Counties)

Family First Home Companions of New York, Inc.
(Suffolk, Nassau, and Queens Counties)

1%t Home Care of NY Corp.
(Queens, New York, Bronx, Richmond, Kings and Nassau
Counties)

Zenith Home Care of NY, LLC
(Westchester, Putnam, and Bronx Counties)

Acute Care Experts of New York, Inc.
(Nassau, Rockland, Suffolk, Sullivan, Dutchess, Ulster,
Orange, Westchester, and Putnam Counties)



2475 L

2485 L

2490 L

2492 L

2493 L

2503 L

2504 L

2505 L

2521 L

2546 L

2573 L

2300 L

SR Miracle Care Agency, Inc.
(Bronx, Queens, New York, Richmond, Kings, and
Westchester Counties)

Qualycare Home Care
(Bronx, New York, and Queens Counties)

ZaQia Chaplin, LLC
d/b/a Trusting Hands Homecare Agency
(Nassau, Suffolk, and Queens Counties)

Trivium of New York, LLC
Queens, Bronx, Kings, Richmond, New York and Nassau
Counties)

Brookside Home Care Inc.
(Nassau, Suffolk and Queens Counties)

L. Woerner, Inc. d/b/a HCR/HCR Home Care
(Schoharie, Otsego, and Delaware Counties)

L. Woerner, Inc. d/b/a HCR/HCR Home Care
(Clinton, Hamilton, St. Lawrence, Franklin, Warren,
Essex and Washington Counties)

L. Woerner, Inc. d/b/a HCR/HCR Home Care
(Madison, Oswego, Onondaga, Jefferson, Cayuga and
Cortland Counties)

GM Family Resources, Inc.
(Richmond, New York, Kings, Bronx, Queens, and
Nassau Counties)

Edira Family Home Care LLC
(Queens, Bronx, Kings, Richmond, New York and Nassau
Counties)

Exceptional Home Care Services, Inc.
(Bronx, Richmond, Kings, New York and Queens
Counties)

Albemarle Terrace, Inc. d/b/a Terrace Home Care
(Bronx, Queens, Kings, New York and Richmond
Counties)



2605 L Samuel Konig d/b/a Park Inn Home Care
(Queens, New York, Bronx, Richmond, Kings and Nassau
Counties)

2158 L Azor Care at Home, Inc. d/b/a Azor Home Care
(New York, Bronx, Kings, Richmond, Queens, and
Westchester Counties)

2188 L Marquis Home Care, Inc.
(Queens, Bronx, Kings, Richmond, New York and
Westchester Counties)

2436 L Paramount Homecare Agency, Inc.
(Kings, New York, Queens, Richmond, Bronx, and
Nassau Counties)

2441 L Kirenaga Home Care Manhattan, Inc.
d/b/a Synergy Homecare
(New York, Kings, Bronx, Richmond, Queens, and
Westchester Counties)

2501 L CareGuardian, Inc. d/b/a Hometeam
(New York, Kings, Queens, Bronx, and Richmond
Counties)

2542 L Better Choice Home Care, Inc.

(Bronx, Richmond, Kings, Nassau, New York, and
Queens Counties)

2547 L All Boro Home Care, Inc.
(Bronx, Richmond, Kings, Westchester, New York and
Queens Counties)

2554 L Surfside Manor Home for Adults Licensed Home Care
Services Agency, LLC d/b/a ExtraCare Home Care
Agency
(Bronx, Queens, Nassau, Richmond, New York, and
Kings Counties)

2592 L Hakuna, Inc.
(New York, Bronx, Kings, Richmond, Queens, and
Westchester Counties)

2606 L L Woerner, Inc. d/b/a HCR/HCR Home Care
(Genesee, Wyoming, Monroe, Orleans, Orleans,
Livingston, Wayne, and Ontario Counties)



151264 E Allcare Family Services, Inc.
(Erie County)

D. Certificates Exhibit # 11
Restated Certificate of Incorporation

Applicant

1. Housing Works Health Services Ill, Inc.

Certificate of Amendment of the Certificate of Incorporation
Applicant

1.  Samaritan Village, Inc.

2. The Schulman and Schachne Institute for Nursing and Rehabilitation, Inc.
Certificate of Dissolution

Applicant

1.  River Hospital Foundation, Inc.

1. JOINT MEETING OF THE PUBLIC HEALTH COMMITTEE AND THE AD HOC
COMMITTEE TO LEAD THE PREVENTION AGENDA

Jo Ivey Boufford, M.D., Chair



NEWYORK | Department

STATE OF

OPPORTUNITY. of Health

Public Health and Health
Planning Council

Project # 151204-C
Vassar Brothers Medical Center

Program:
Purpose:

Hospital
Construction

County: Dutchess
Acknowledged: May 7, 2015

Executive Summary

OPCHSM Recommendation
Contingent Approval

Description

Vassar Brothers Medical Center (VBMC), a 365-
bed, voluntary not-for-profit, Article 28 hospital
located at 45 Reade Place, Poughkeepsie
(Dutchess County), requests approval to replace
and modernize significant portions of the
existing VBMC campus and to decertify fifteen
total licensed beds, bringing the total licensed
beds to 350.

The major components of the applicant’s
proposal are as follows: construction of a new
696,440 sq. ft. patient bed tower; replacement
and expansion of the emergency department;
replacement of most of the operating rooms and
interventional suites; expansion and
modernization of the central plant; addition of
conference space, educational space and
amenities; addition of six intensive care beds;
decertification of nine pediatric beds; and
decertification of twelve medical/surgical beds.

Health Quest Systems, Inc. is the sole corporate
member and active parent of VBMC, Putnam
Hospital Center and Northern Dutchess
Hospital. VBMC is a member of the Health
Quest Systems, Inc. obligated group. BFA
Attachment C provides the organizational chart
of Health Quest Systems, Inc.

Need Summary

The current bed capacity is 365 and will be
reduced to 350 beds. The facility will reduce
twelve medical/surgical beds and nine pediatric
beds while increasing critical care beds by six.

Program Summary

The facility is deemed to be operating in
substantial compliance with all applicable State
and Federal codes, rules and regulations.

Financial Summary

Project costs of $466,164,933 will be met as
follows: Equity of $100,000,000 and tax-exempt
bonds for $366,164,933 with a maturity of 30
years bearing interest at 4.1% for tax-exempt
debt.

Budget: Revenues $487,814,700

Expenses $343,148,644
Net $144,666,056
Income/(Loss)

Project #151204-C Exhibit Page 1



Recommendations

Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management

Approval contingent upon:

1. Submission of a check for the amount enumerated in the approval letter, payable to the New York
State Department of Health. Public Health Law Section 2802.7 states that all construction
applications requiring review by the Public Health and Health Planning Council shall pay an additional
fee of fifty-five hundredths of one percent of the total capital value of the project, exclusive of CON
fees. A copy of the check must be uploaded into NYSECON upon submission. [PMU]

2. Submission of a bond resolution for the project, acceptable to the Department of Health. [BFA]

3. The submission of State Hospital Code (SHC) Drawings, acceptable to the Department, as described
in BAEFP Drawing Submission Guidelines DSG-05. [AER]

4. Submission of State Environmental Quality Review Act (SEQRA) Findings as required under Section
617.4 of the New York Codes, Rules, and Regulations (NYCRR). [SEQ]

Approval conditional upon:

1. The project must be completed within five years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

2. The staff of the facility must be separate and distinct from staff of other entities. [HSP]

3. The signage must clearly denote the facility is separate and distinct from other adjacent entities.
[HSP]

4. The entrance to the facility must not disrupt any other entity's clinical program space. [HSP]

5. The clinical space must be used exclusively for the approved purpose. [HSP]

6. The submission of Final Construction Documents, signed and sealed by the project architect, as
described in BAEFP Drawing Submission Guidelines DSG-05, prior to the applicant’s start of
construction. [AER]

7. Construction must start on or before July 1, 2016 and construction must be completed by December
31, 2019, presuming approval to start construction is granted prior to commencement. In accordance
with 10 NYCRR Section 710.10(a), if construction is not started on or before the start date this shall
constitute abandonment of the approval. It is the responsibility of the applicant to request prior approval
for any changes to the start and completion dates. [AER]

Council Action Date
October 8, 2015

|
Project #151204-C Exhibit Page 2



Need Analysis |

Project Description

Vassar Brothers Medical Center, a 365 bed tertiary care hospital located at 45 Reade Place,
Poughkeepsie (Dutchess County), New York 12601, is seeking approval to construct a 696,440 sq. ft.
bed tower. The end result will be a 4.1 percent reduction in beds, or a reduction of 15. In addition, the

Emergency Department will be expanded.

Background
Current Proposed | Proposed
Beds Change Beds

Medical/Surgical 276 -12 264
Critical Care 24 6 30
Pediatrics 18 -9 9
Obstetrics 32 0 32
Neonatal Continuing Care 4 0 4
Neonatal Intensive Care 5 0 5
Neonatal Intermediate Care 6 0 6
Total Beds 365 -15 350
Service Category 2010 2011 2012 2013 2014
Med/Surg 705% | 73.5% |69.4% |67.4% |69.3%
Pediatric 31.0% [31.8% |37.9% |34.1% | 31.8%
Obstetric 74.9% | 745% | 72.9% | 74.1% | 70.1%
High-Risk Neonates 71.9% |90.6% | 75.3% | 70.5% | 75.5%
Total 69.3% | 725% |68.6% |66.7% |68.1%
Adult Surgical Discharges
Year Inpatient | Amb. Surg. | Total
2011 5,415 8,436 13,851
2012 4,948 7,316 12,264
2013 4,681 8,329 13,010
2014 4,590 8,628 13,218

Conclusion

The addition of private patient rooms and a streamlined system of care will make it easier to directly see
patients, increase patient accessibility, improve efficiency, improve the quality of care and help improve

patient stays. This is a much needed renovation at an aging facility.

Recommendation
From a need perspective, approval is recommended.

Project #151204-C Exhibit Page 3




Program Analysis |

Project Proposal

Vassar Brothers Medical Center (VBMC), a 365-bed tertiary care hospital located at 45 Reade Place in
Poughkeepsie (Dutchess County) requests approval to replace and modernize significant portions of the
existing campus and decrease total bed count to 350. VBMC seeks to build a contemporary facility with
all private rooms and current industry standard in-room space for clinical care, as well as appropriate
space and amenities for family to participate in the care plan. The facility would also house modern
systems and mechanicals to run an efficient operation.

The construction project would involve building a new, nearly 700,000 square foot patient bed tower,
replacing and expanding the emergency department (ED), and replacing most of the operating rooms
(ORs) and interventional suites. Additionally, VBMCs central plant would be updated, and conference,
educational space and other amenities added to enhance physician, visitor, and employee experiences in
the new bed tower.

Upon completion of this project, staffing is anticipated to increase by 21.0 FTEs (Environmental Services)
and remain at that level through the third year of operation.

Compliance with Applicable Codes, Rules and Regulations

This facility has no outstanding Article 28 surveillance or enforcement actions and, based on the most
recent surveillance information, is deemed to be currently operating in substantial compliance with all
applicable State and Federal codes, rules and regulations. This determination was made based on a
review of the files of the Department of Health, including all pertinent records and reports regarding the
facility’s enforcement history and the results of routine Article 28 surveys as well as investigations of
reported incidents and complaints.

Recommendation
From a programmatic perspective, approval is recommended.

Financial Analysis |

Total Project Cost
Total project cost is estimated at $466,164,933 broken down as follows:

New Construction $313,462,253
Renovation and Demolition $4,312,465
Site Development $27,439,850
Temporary Utilities $6,156,201
Asbestos Abatement or Removal $436,000
Design Contingency $25,776,809
Construction Contingency $17,805,962
Fixed Equipment $13,458,884
Architect/Engineering Fees $21,311,000
Other Fees (Consultant) $702,632
Movable Equipment $20,316,783
Telecommunications $8,000,000
Interim Interest Expense $4,434,222
CON Fee $2,000
Additional Processing Fee $2,549,872
Total Project Cost $466,164,933

Project costs are based on a construction start date of July 1, 2016, with a 36-month construction period.

|
Project #151204-C Exhibit Page 4



The applicant’s financing plan appears as follows:

Equity from Health Quest Systems, Inc. (Active Parent) $100,000,000
Tax-Exempt fixed rate bonds (4.1% interest, 30-year term) $366,164,933
Total $466,164,933

Cain Brothers and Company LLC has provided a letter of interest for underwriting the bond financing.
The bonds will be issued either by the Dormitory Authority of the State of New York or a local issuer.

Operating Budget
The applicant has submitted operating budgets, in 2015 dollars, for the Current Year and for Year One of
operations, as shown below:

Revenues:

Inpatient

Commercial FFS
Medicare FFS

Medicaid FFS

Private Pay

Other Operating Revenue*
Total Inpatient Revenue

Outpatient
Commercial FFS

Medicare FFS

Medicaid FFS

Private Pay

Total Outpatient Revenue

Total Overall Revenue
Expenses:

Operating

Capital

Total Expenses

Net Income/(Loss)

Discharges (Inpatient)
Visits(Outpatient)

Current Year

Per Disch.
$29,586 $139,160,478
$8,753  $89,216,003
$3,359 $9,649,371
$16,460 $3,765,357
$8,437,000
$250,228,209

Per Visit
$1,552.87 $123,990,204
$472.50 $38,387,696
$889.73  $37,156,005
$362.80 $5,747.890

$205,281,795
$455,510,004
$272,321,000

$30,927,000
$303,248,000

$152,262,004

17,998
218,693

*QOther Operating Revenue consists of:
o Cafeteria sales: Current year $1,572,000 and Year One incremental $194,000
e Meaningful use: Current year $2,976,000 and Year One incremental $0 (federal funding for
implementation of facility-wide electronic medical records systems.

e Other operating revenue: Current year $ 3,889,000 and Year One incremental $0 and is composed

of the following items:

Year One

Per Disch.
$29,834.56 $156,625,560
$8,810.69 $100,222,985

$3,398.81  $10,897,089
$16,659.73 $4,252,239
$8,631,000
$280,628,873

Per Visit
$1,551.36 $125,140,239
$472.04  $38,743,750
$888.85 $37,500,635
$362.44 $5,801,203

$207,185,827
$487,814,700
$284,728,311

$58,420.333
$343,148,644

$144,666,056

20,086
220,938

Rental Income $905,000
Ulster Radiation Oncology Mgmt. Fee $685,000
Rebates/Refunds/Discounts $575,000
Physician Stipends $480,000
Quiality Incentive Payments $419,000
Study/Research Revenue $318,000
Other (Parking, Catering, Vending) $318,000

|
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Continuing Medical Education Fees $163,000

Fitness Center $112,000
Medical Staff Application Fees $35,000
Patient Education Programs ($121,000)
Total $3,889,000

Utilization by payor source for the first year of operation is anticipated as follows:

Inpatient Discharges %

Commercial FFS 5,250 26.14%
Medicare FFS 11,375 56.63%
Medicaid FFS 3,206 15.96%
Private Pay 255 1.27%
Total 20,086  100.00%
Outpatient Visits %

Commercial FFS 80,665 36.51%
Medicare FFS 82,077 37.15%
Medicaid FFS 42,190 19.10%
Private Pay 16,006 7.24%
Total 220,938 100.00%

The following is noted with respect to the submitted budget:

e Revenues are based upon VBMC's current experience in operating the hospital. Outpatient revenues
are derived from three service lines: Emergency Department, Ambulatory Surgery, and Referred
Ambulatory services. The hospital has no outpatient clinic services.

e Expense assumptions are based upon VBMC's historical experience in operating the hospital.

o Utilization assumptions are based on the facility’s current operations with increases factored in due
to a substantial increase in the over 65+ population in the region and significant improvements to the
facility that has allowed the facility to increase their overall patient population by limiting the amount
of outmigration for specific services.

Capability and Feasibility

Project costs of $466,164,933 will be met as follows: Equity of $100,000,000 from the parent entity
Health Quest Systems, Inc. and $366,164,933 financed via Tax-Exempt fixed rate bonds at an interest
rate of 4.1% for a 30-year term. As shown on BFA Attachment B, the parent entity has enough liquid
assets to cover the project’s equity requirement.

Working capital requirements are estimated at $57,191,441, which is equivalent to two months of year
one expenses. The applicant will provide the entire amount of the working capital from operations. As
shown on BFA Attachment A, the applicant has enough liquid assets to cover the working capital
requirement.

BFA Attachment A is VBMC's 2012-2014 certified financial statements, which shows the facility
generated an average net income of $35,626,000 and had both average positive net asset and average
positive working capital positions for the period shown.

BFA Attachment B is Health Quest Systems, Inc. and Subsidiaries’ 2012-2014 certified financial
statements, which shows that the entity generated an average net income of $34,006,000 and had both
average positive net asset and average positive working capital positions for the period shown.

The submitted budget indicates a net income of $144,666,056 for Year One. Revenues are based on the
current reimbursement methodologies for hospitals. The submitted budget is reasonable.

Subject to the noted contingency, the applicant has demonstrated the capability to proceed in a financially
feasible manner.

|
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Recommendation
From a financial perspective, contingent approval is recommended.

Attachments |

BFA Attachment A 2012-2014 Certified Financial Statements for Vassar Brothers Medical Center

BFA Attachment B 2012-2014 Certified Financial Statements for Health Quest Systems, Inc. and
Subsidiaries.

BFA Attachment C Health Quest Systems, Inc. Org Chart

Project #151204-C Exhibit Page 7



NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY.

of Health

Project # 151213-C
Strong Memorial Hospital

Program:
Purpose:

Hospital
Construction

County: Monroe
Acknowledged: May 14, 2015

Executive Summary

Description

Strong Memorial Hospital (SMH), an 830-bed,
voluntary not-for-profit, Article 28 hospital
located at 601 EImwood Avenue, Rochester
(Monroe County), requests approval to certify
eight new pediatric intensive care unit (PICU)
beds, and to construct six pediatric operating
rooms, a Gl procedure room, and a pediatric
catheterization laboratory with support space to
be housed on the fourth floor of SMH'’s new
Golisano Children’s Hospital (GCH). The
construction will accommodate a total of twenty-
eight pediatric beds on the sixth floor of the
GCH: twenty PICU beds comprised of the eight
incremental plus twelve current PICU beds to be
relocated from the legacy SMH, and eight
general pediatric beds that will also be relocated
to the sixth floor GCH space. The hospital's
total licensed bed capacity will increase to 838
beds.

In 2012, CON approval authorized the
construction of the GCH, a new tower connected
to SMH that opened in July 2015. The tower
includes two shelled floors designed to
accommodate the existing Pediatric Operating
Program and Pediatric Intensive Care Unit,
currently located in the legacy SMH, as well as
eight additional pediatric beds. The current
proposal seeks to complete this planned fit-out
of the shelled space. Subsequent CON'’s are
anticipated to process backfilling space vacated
in the legacy SMH facility as a result of this
proposal.

OPCHSM Recommendation
Contingent Approval

Need Summary

Strong Memorial is expecting a 63 percent
increase in pediatric ICU discharges from the
current year to the third year after completion.
Strong Memorial handles very complex pediatric
cardiovascular surgery, neurology, and
electrophysiology cases. These procedures,
along with more routine procedures, can fill the
beds, resulting in overflows that force Strong
Memorial to transfer patients to other facilities.
These complex cases typically take longer than
average procedures. The addition of the eight
new pediatric ICU beds included in this build-out
at GCH will help treat the growing number of
patients in the only dedicated pediatric facility in
the Finger Lakes Region.

Program Summary

Based on the results of this review, a favorable
recommendation can be made regarding the
facility’s current compliance pursuant to 2802-
(3)(e) of the New York State Public Health Law.

Financial Summary

The total project costs of $45,283,688 will be
funded by SMH as follows: $26,483,688 from
accumulated funds, and the remaining
$18,800,000 to be financed via a bank loan.
The applicant has indicated that if the bank loan
is not available, they will fund the entire project
with accumulated funds.

Budget: Year One Year Three
Revenues $44,397,150 $44,719,150
Expenses 39,695,000 39,914,000
Net Income $4,702,150 $4,805,150

Project #151213-C Exhibit Page 1



Recommendations

Health Systems Agency
The Finger Lakes Health Systems Agency recommends Approval of this project.

Office of Primary Care and Health Systems Management

Approval contingent upon:

1. Submission of a check for the amount enumerated in the approval letter, payable to the New York
State Department of Health. Public Health Law Section 2802.7 states that all construction
applications requiring review by the Public Health and Health Planning Council shall pay an additional
fee of fifty-five hundredths of one percent of the total capital value of the project, exclusive of CON
fees. A copy of the check must be uploaded into NYSECON upon submission [PMU]

2. Submission of a final financing package for the project, inclusive of an executed loan commitment if
applicable, acceptable to the Department of Health. [BFA]

3. The applicant is required to submit design development drawings, complying with requirements of 10
NYCRR Part 710.4, for review and approval by DASNY. [DAS]

Approval conditional upon:

1. The project must be completed within five years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

2. The applicant is required to submit final construction documents, complying with requirements of
10NYCRR Part 710.7, to NYS DOH Bureau of Architecture and Engineering Facility Planning
(BAEFP) prior to start of construction. [DAS]

3. Construction must start on or before December 1, 2015, and must be completed by February 1, 2017,
presuming approval to start construction is granted prior to commencement. In accordance with 10
NYCRR Part 710.10(a), if construction is not started on or before the start date, this shall constitute
abandonment of the approval. It is the responsibility of the applicant to request prior approval for any
changes to the start and completion dates. [AER]

Council Action Date
October 8, 2015

|
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Need Analysis |

Table 1: Strong Memorial Bed Change Chart
Beds Upon
Current Beds | Bed Change | Completion
Burns Care 7 I
Coronary Care 8 8
Intensive Care 67 67
Maternity 45 45
Medical / Surgical 458 458
Neonatal Continuing Care 14 14
Neonatal Intensive Care 26 26
Neonatal Intermediate Care 20 20
Pediatric 60 60
Pediatric ICU 12 8 20
Physical Medicine and Rehabilitation 20 20
Psychiatric 93 93
Total 830 8 838
Table 2: Strong Memorial Pediatric ICU Discharges
Current Year 1st Year 3rd Year
Pediatric ICU 952 1,252 1,552
Table 3: Strong Memorial Hospital Occupancy through 2014
Discharges Occupancy

Bed Current
Category Beds 2011 2012 2013 2014 2011 2012 2013 2014
Med/Surg 560| 27,066| 27,642| 26,703| 25986| 85.8%| 87.6%| 90.3% 92.9%
Pediatric 72 3,776 | 3,800 3,700 3,946| 64.0%| 64.2%| 66.6% 64.2%
Obstetric 45 3,584| 3374| 3,396| 3,458| 70.0%| 68.6%| 65.4% 71.4%
General 93| 2477| 2511| 2,305| 2199| 75.9%| 79.6%| 78.9%|  80.3%
Psychiatric
Chem.

0 368 409 364 348 0.0% 0.0% 0.0% 0.0%
Dependence
E‘gh'R'Sk 60 882 898| 1,019| 1,027| 98.1%| 100.7%| 99.9%| 106.7%

eonates

Total 830| 38,153| 38,634| 37,487 | 36,964| 83.3%| 85.2%| 86.8% 89.3%

SMH has the only pediatric ICU in the Finger Lakes Region. The PICU’s average occupancy for the last
three years has been consistently close to capacity, with the current year's census up to 112%,
necessitating intensive care to be provided in regular pediatric beds co-located in the PICU. Census has
been driven by recruitments in complex pediatric specialties not available elsewhere in the region. Given
the high occupancy, SMH is inadequately prepared to accommodate any surge in pediatric cases due to
flu epidemics, community or trauma related emergencies.

Utilization assumptions are based on the facility’s historical per day occupancy pattern for pediatric
intensive care services. SMH is the regional provider of pediatric services for the sixteen counties that
make up the primary and secondary service areas of the hospital. With the addition of the eight net new
PICU beds, occupancy is expected to be at 88% in Year 1, based on the current average length of stay
(LOS) of SMH PICU patients.

|
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Conclusion

Modernization and consolidation of services will better serve patients and families of the Finger Lakes
Region, reducing travel and inconvenience.

Recommendation
From a need perspective, approval is recommended.

Program Analysis |

Project Proposal

Strong Memorial Hospital, an existing Article 28 830-bed hospital located at 601 EImwood Avenue in
Rochester (Monroe County) requests approval to construct six operating rooms, a procedure suite, and a
pediatric catheterization laboratory with support space to be housed on the fourth floor of the new
Golisano Children's Hospital (GCH). Additionally, the construction will accommodate a total of twenty-
eight pediatric beds to be located on the sixth floor GCH. The pediatric bed complement will include eight
incremental pediatric ICU beds, as well as the relocation of twelve pediatric ICU beds and eight general
pediatric beds.

Centralizing all pediatric procedural cases in one facility improves the efficiency of pediatric
anesthesiologists, pediatric nurses and other support staff and minimizes the duplication of support space
specifically designed for pediatric cases.

Staffing will increase by 38.30 FTEs, in the first year of operation and to 39.30 by the third year of
operation to include registered nurses, nurse practitioners, aides, technicians and administrative and
management staff

Compliance with Applicable Codes, Rules and Regulations

This facility has no outstanding Article 28 surveillance or enforcement actions and, based on the most
recent surveillance information, is deemed to be currently operating in substantial compliance with all
applicable State and Federal codes, rules and regulations. This determination was made based on a
review of the files of the Department of Health, including all pertinent records and reports regarding the
facility’s enforcement history and the results of routine Article 28 surveys as well as investigations of
reported incidents and complaints.

Recommendation
From a programmatic perspective, approval is recommended.

Financial Analysis |

Total Project Cost and Financing

Total project costs for the renovation and acquisition of moveable equipment is estimated at $45,283,688,
broken down as follows:

New Construction $ 22,532,447
Design Contingency 2,253,245
Construction Contingency 1,126,622
Fixed Equipment 5,412,621
Planning Consultant Fees 745,811
Architect/Engineering Fees 1,313,590
Construction Manager Fees 562,967
Movable Equipment 9,311,522
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Telecommunications 741,176

Financing Costs 282,000
Interim Interest Expense 752,000
Application Fee 2,000
Processing Fee 247,687
Total Project Cost $ 45,283,688

Total project costs are based on a start date of December 1, 2015, with a fourteen-month construction
period.

The applicant’s financing plan for the project is as follows:

SMH's Accumulated Funds $26,483,688
Bank Loan (25-year term, 4% interest rate) $18,800,000
Total $ 45,283,688

A letter of interest has been provided by Barclay Bank for the capital financing at the above stated terms.
SMH has provided a letter stating that they will fund the entire project with accumulated funds in the event
that the bank financing cannot be obtained.

Operating Budget
The applicant has submitted an incremental operating budget, in 2015 dollars, for the first and third years,
as summarized below:

Year One Year Three
Revenue:
Medicaid Fee-For-Service $6,215,600 $6,260,680
Medicaid Managed Care $16,870,916 $16,993,276
Commercial Fee-For-Service $17,314,889 $17,440,469
Commercial Managed Care $2,219,858 $2,235,958
Private Pay $443,972 $447,192
Other Income $1,331,915 $1,341,575
Total Revenues: $44,397,150 $44,719,150
Expenses:
Operating $25,697,000 $25,955,000
Capital $13,998,000 $13,959,000
Total Expenses: $39,695,000 $39,914,000
Net Income: $4,702,150 $4,805,150
Utilization (Patient Days) 6,427 7,011
Cost Per Patient Day $6,176.29 $5,693.05

Utilization by payor source for the first and third years is anticipated as follows:

Year One Year Three
Payor: Days % Days %
Medicaid Fee-For-Service 902 14% 902 13%
Medicaid Managed Care 2,447 38% 2,973 42%
Commercial Fee-For-Service 2,511 39% 2,511 36%
Commercial Managed Care 322 5% 322 5%
Private Pay 64 1% 78 1%
All other 181 3% 225 3%
Total 6,427 100% 7,011 100%
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The following is noted with respect to the submitted budget:

o Expense assumptions are based upon SMH’s current experience operating the PICU beds.

o Utilization assumptions are based on the facility’s historical per day occupancy pattern for pediatric
intensive care services. SMH is the regional provider of pediatric services for the sixteen counties that
make up the primary and secondary service areas of the hospital. The applicant noted that their
current occupancy rate for the twelve-bed PICU is 112%, requiring intensive care to be provided in co-
located general pediatric beds. With the addition of the eight PICU beds, occupancy is expected to be
at 88% in year one based on the current average length of stay (LOS) of their PICU patients.

e Revenue assumptions are based on the GCH’s actual 2014 payor mix experience for PICU care and
the related net patient revenue, projected by a 1.5% increase in Year One (held constant for Year
Three).

Capability and Feasibility

Total project cost of $45,283,688 will be satisfied via equity of $26,483,688 and a loan for $18,800,000
from Barclay Bank at the above stated terms. SMH has provided a letter stating that in the event that
they are unable to obtain the desired financing, they will fund the project entirely with equity. Working
capital requirements are estimated at $6,652,333 based upon two months of Year Three expenses. The
applicant will provide working capital from operations. BFA Attachment A is SMH'’s 2013-2014 certified
financial statements, which indicates the availability of sufficient resources to fund the project’s equity and
working capital requirements.

The submitted budget indicates an excess of revenues over expenses of $4,702,150 in Year One and
$4,805,150 in Year Three. Revenues are projected based on current PICU experience and payor mix
with a projected increase of 1.5% in Year One (held constant for Year Three). SMH indicated that it is
part of Accountable Health Partners (AHP), a physician/hospital network organization participating in a
shared savings arrangement with commercial payors, and has contracted to be part of Medicare’s
Bundled Payment Incentive Program beginning July 1, 2015. In the PICU, care is highly specialized and
they anticipate that patient volume will continue to grow based on the referral patterns from an expanding
region in Upstate New York. They expect some impact of value based payment (VBP) methodologies on
this population as it relates to reduced readmission rates and reduced hospital infections which can
impact LOS, and note that while it is difficult to model the potential impact of VBP, their projections used
for this application reflect a unit that is currently operating at 112% of capacity. The addition of eight
PICU beds will result in an occupancy of almost 90%, which is considered optimal by SMH, and assumes
minimal growth in volumes over the next three years.

As shown on BFA Attachment A, SMH has maintained an average working capital position of
$440,561,906, average net asset position of $600,738,683, and generated an average income from
operation of $119,799,875 for the 2013 - 2014 time period. BFA Attachment B is SMH'’s internal financial
summary as of April 30, 2015, which shows income from operations after clinical transfers of $78,851,409
and an increase in unrestricted net assets totaling $44,488,267.

The applicant has demonstrated the capability to proceed in a financially feasible manner.

Recommendation
From a financial perspective, contingent approval is recommended.

Attachments

BFA Attachment A Financial Statement for 2013 and 2014, Strong Memorial Hospital
BFA Attachment B Internal Financial Summary for April 30,2015, Strong Memorial Hospital
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF

OPPORTUNITY. Of Health

Project # 151270-C
Hospice Buffalo Inc

Program:
Purpose:

Hospice
Construction

County: Erie
Acknowledged: July 10, 2015

Executive Summary

Description

Hospice Buffalo, Inc., a not-for-profit corporation
that operates an Article 40 Hospice Program
serving Erie County at two sites, requests
approval to decertify eight residence beds, close
one site, and consolidate their remaining beds at
their main campus with an inpatient designation.

The hospice currently operates from the

following two locations:

e The Center for Hospice and Palliative Care-
Mitchell Campus (main site) located at 225
Como Park Blvd, Cheektowaga, NY, which
currently has a ten-bed residence unit that
includes eight residence specific beds and
two beds dually certified for inpatient and
residence care. Also on the campus, but not
affected by this proposal, is a newly
renovated 22-bed inpatient unit.

e St. John Baptist Hospice Buffalo House (off-
campus site) located at 111 Maple Street,
Buffalo, NY, which has eight inpatient beds
and no residence beds.

The off-campus site will close and the residence
site on the Mitchell campus will become a 10-
bed inpatient unit. Upon approval of this project
the final bed complement will be 32 inpatient
beds and no residence beds.

Due to recent collaborations with area nursing
homes, Hospice of Buffalo, Inc. finds it
unnecessary to continue maintaining residence
beds. Rather, providing hospice care as an
overlay to nursing home care

has proven to be a more cost effective way to
spend limited resources.

OPCHSM Recommendation
Approval

Need Summary

Hospice Buffalo, Inc. intends to decertify its
eight-bed hospice residence unit and cease
operating any hospice residence beds at any
location and close their leased offsite location
which housed some of their hospice inpatient
beds. Upon approval of this application, there
will still be a remaining need for six additional
hospice beds in the County.

Program Summary

Based on information reviewed, staff found
nothing that would reflect adversely upon the
applicant’s character and competence, or
standing in the community.

Financial Summary
There are no project costs associated with this
project.

Incremental Budget:

Year One  Year Three
Revenues $2,084,121  $2,147,114
Expenses $3,092,372  $3,227,964
Net Income/(Loss)  ($1,008,251) ($1,080,850)
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Recommendations

Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management

Approval conditional upon:

1. The project must be completed within three years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

Council Action Date
October 8, 2015

|
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Need Analysis |

Background
Hospice Buffalo, Inc. is currently certified to operate 32 hospice inpatient beds and 10 hospice residence
beds and offer the following services:

Audiology Nursing

Bereavement Nutritional

Clinical Laboratory Service Pastoral Care

Home Health Aide Personal Care
Homemaker Pharmaceutical Service
Hospice Residence Physician Services
Housekeeper Psychology

Inpatient Certified Therapy-Occupational
Inpatient Services Therapy-Physical
Medical Social Services Therapy-Respiratory
Medical Supplies Equipment and Appliances Therapy-Speech Language Pathology

Hospice Buffalo, Inc. is authorized to provide services in Erie County.

Analysis
The Hospice Bed Need Methodology for Erie County shows a need for 38 hospice beds. The allocation
of resources in this county is shown below in the following table:

Hospice Bed Need
# of Beds -
. : . # of Beds Remaining
Inpatient | Current Inpatient | # of Operating | Approved, . .
County Bed Need Unit/Facilities Hospice Beds Not Yet Pending Inpatient Bed
. Approval Need
Operational
Hospice Buffalo, 22 0 0
: Inc. — Cheektowaga| (+ 2 dual cert)
Erie 38 - 6
Hospice Buffalo, 8 0 0
Inc. — Buffalo
Total 38 32 0 0 6

Hospice Buffalo Inc. will decertify the eight residence beds currently located in Cheektowaga and convert
the two dually certified beds to inpatient only beds. The current Residence Unit was originally
constructed and licensed as an inpatient unit and served as a temporary inpatient unit during the
renovation of the existing 22-bed hospice inpatient unit. The proposed ten-bed hospice inpatient unit will
operate in the same manner as the facility’s existing 22-bed hospice inpatient unit and the Hospice
Buffalo’s Director of Inpatient Services will provide oversight of both units.

Conclusion

Hospice Buffalo, Inc. intends to decertify all of its residence beds and has determined that providing
hospice care as an overlay to nursing home care is a much more cost effective way to spend limited
resources. Upon approval of this application, there will be a continued need for additional hospice beds
in the County.

Recommendation
From a need perspective, approval is recommended.

|
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Program Analysis |

Program Description

Hospice Buffalo, Inc., a voluntary corporation, currently operates an Article 40 hospice which serves the
residents of Erie County. It is also currently certified to operate a 22-bed hospice inpatient unit and a 10-
bed hospice residence unit (with 2 of these 10 residence beds dually certified for both inpatient care and
residence care) in a freestanding facility located in Cheektowaga, which also houses their hospice’s main
parent office practice location, and another 8-bed hospice inpatient unit in leased space in a freestanding
facility located in Buffalo.

The current proposal seeks approval to close the current 8-bed hospice inpatient unit located in leased
space in a freestanding facility located in Buffalo, and to convert the 10-bed hospice residence unit (with 2
of these 10 residence beds dually certified for both inpatient care and residence care) located in
Cheektowaga, into a 10-bed hospice inpatient unit. Since this hospice residence already required hospice
inpatient level construction standards when initially approved due to its 2 dually certified beds, the proposed
conversion of the 10 hospice residence beds into 10 hospice inpatient level beds requires no construction
reconfigurations or changes in staffing. The Hospice Buffalo Director of Inpatient Services will continue to
oversee both the existing 22-bed hospice inpatient unit, and the newly converted 10-bed hospice inpatient
unit, all located within the same building.

The proposal will result in Hospice Buffalo operating 32 total hospice inpatient beds in two units (one 22-
bed unit and one 10-bed unit), both located in the same building at their main offices in Cheektowaga. The
proposal will also result in Hospice Buffalo no longer operating any hospice residence beds at any location,
and closing their leased offsite location which housed hospice inpatient beds.

Hospice Buffalo, Inc. is currently in compliance with all applicable codes, rules, and regulations.

Recommendation
From a programmatic perspective, approval is recommended.

Financial Analysis |

Operating Budget
The applicant has submitted their incremental first and third year operating budgets for the ten-bed unit, in
2015 dollars, as summarized below:

Year One Year Three

Revenues:
Medicare $1,722,091 $1,774,141
Medicaid $119,918 $123,543
Private Pay/Other $242,112 $249,430
Total Revenues $2,084,121 $2,147,114

Expenses:
Operating $2,903,124 $3,035,210
Capital $189,248 $192,754
Total Expenses $3,092,372 $3,227,964
Net Income/(Loss) ($1,008,251) ($1,080,850)
Utilization (patient days) 3,321 3,321
Cost per patient day $931.16 $971.99
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Utilization by payor source for both Year One and Year Three is as follows:

Medicaid 5.48%
Medicare 80.30%
Private Pay 4.70%
Other 9.52%
Total 100.00%

The following is noted with respect the submitted budget:

e Revenue was calculated based on the entity’s 2014 reimbursement by payer mix with an annual
increase of 1.5% per year.

o Expense assumptions are based upon Hospice Buffalo, Inc.’s historical experience operating
inpatient beds, with an annual 2% cost of living increase for years two and three.

e Utilization assumptions are based on the applicant’s actual inpatient bed occupancy trends, prorated
to the ten-bed unit.

e The applicant indicated that, like the eight-bed inpatient unit currently operating at the Buffalo House
site, the new ten-bed unit on the main campus is expected to operate at a loss to be covered by
funding from the Hospice Foundation of WNY. An affidavit from the Hospice Foundation of WNY,
has been provided attesting that they are willing to contribute necessary funds to cover losses.

Based on the above, the budget is reasonable.

Capability and Feasibility
There are no project costs associated with this project.

The submitted budget indicates a net loss of $1,008,251 and $1,080,850 during the first and third years of
operation, respectively. The losses will be covered through philanthropic funding from the Hospice
Foundation of WNY. As of December 31, 2014, the Foundation had a net equity position of over $28
million, showing sufficient resources to cover the projected losses for the new inpatient unit.

BFA Attachment A is the 2013-2014 certified financial statements of The Center for Hospice & Palliative
Care, Inc. and Related Entities, which show that the organization had an average positive working capital
position and an average positive net asset position and generated an average net loss of $471,219 for
the period shown. The financial statements for 2014 also show the financial status for Hospice of Buffalo,
Inc. specifically, which shows that the facility generated both a positive work capital and net asset position
and generated a net loss of $2,136,740 for 2014. The applicant indicated that the 2014 losses were due
to the facility’s nine-month renovation of the clinical building on the Mitchell Campus. This renovation
project forced the facility to operate out of the vacant ten-bed residence unit which reduced their overall
operating capacity by twelve beds and greatly reduced their revenue.

The applicant has demonstrated the capability to proceed in a financially feasible manner, and approval is
recommended.

Recommendation
From a financial perspective, approval is recommended.

Attachments |

BFA Attachment A 2013 and 2014 certified financial statements of the Center for Hospice and
Palliative Care, Inc. and Related Entities and the 2014 certified financial statements
for Hospice Buffalo, Inc. and Hospice Foundation of WNY
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF

OPPORTUNITY. Of Health

Project # 132127-C
Four Seasons Nursing and Rehabilitation Center

Program: Residential Health Care Facility County: Kings
Purpose:  Construction Acknowledged: September 9, 2013
Executive Summary
Description OPCHSM Recommendation
Four Seasons Nursing and Rehabilitation Center Disapproval on the basis of Need

(Four Seasons) is an existing, 270-bed
residential health care facility (RHCF) located at
1555 Rockaway Parkway, Brooklyn, 11236, in
Kings County. Four Seasons seeks approval to
expand its existing 20-bed ventilator-dependent
unit to 30-beds. The 10-bed expansion would
be accomplished through the conversion of 10
emergency-approved long-term ventilator beds
to permanent certification, but with a
corresponding reduction of 10 RHCF beds, so
as to result in no net increase in the facility’s
overall bed capacity.

Under 10 NYCRR §709.17, the need
methodology for long-term ventilator beds, there
is no need for additional long-term ventilator
beds in the New York City Region.

]
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Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management
Disapproval on the basis of Need

Council Action Date
October 8, 2015
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Need Analysis |

Project Description

Four Seasons Nursing and Rehabilitation Center (Four Seasons) is an existing, 270-bed residential
health care facility (RHCF) located at 1555 Rockaway Parkway, Brooklyn, 11236, in Kings County. Four
Seasons seeks approval to expand its existing 20-bed ventilator-dependent unit to 30-beds. The 10-bed
expansion would be accomplished through the conversion of 10 emergency-approved long-term ventilator
beds to permanent certification, with a corresponding reduction of 10 RHCF beds, so as to result in no net
increase in the facility’s overall bed capacity.

Background

Four Seasons Nursing and Rehabilitation Center received emergency DOH approval on November 6,
2012 to temporarily certify an additional 10 long-term ventilator beds to serve ventilator-dependent
residents displaced from other facilities by Superstorm Sandy. Approval of the additional beds was for
one year, with a required submission of a CON application for consideration of permanent certification.

The applicant describes several reasons for approval of the additional 10 long-term ventilator beds:

e Atthe time of application submission, the facility had 34 ventilator-dependent patients in-house,
exceeding the capacity of the facility’s combined 20 permanent and 10 emergency-approved
beds;

o Referrals to the expanded ventilator unit would come from a variety of sources, including
Maimonides Medical Center, University Hospital in Brooklyn, Brookdale Hospital Medical Center,
and Wyckoff Heights Medical Center;

e Four Seasons would also reach out to hospitals in southern Kings County, including Coney Island
Hospital, Beth Israel Medical Center-Kings Highway Division, and New York Community Hospital
of Brooklyn.

e A 20-station chronic renal dialysis center, operated by Gateway Dialysis Center, is located on the
first floor of Four Seasons, providing easy access for ventilator-dependent patients who also need
dialysis.

Analysis
In addition to Four Seasons, five other RHCFs in Kings County operate ventilator beds, whose occupancy
and distance/travel time from Four Seasons are shown in Table 1:

Table 1
. . . Current
Facility Name Vent Beds Distance/Time Occupancy
Four Seasons Nursing 20 + 10 Temp 0.0 95.7% (8/5/15)
Schulman and Schachne 28 1.4 mi/9 mins 100.0% (3/12/14)
Rutland Nursing Home 30 2.9 mi/16 mins 96.7% (8/12/15)
Concord Nursing Home 17 4.8 mi/26 mins 58.8% (7/15/15)
Palm Gardens Center 38 5.2 mi/25 mins 94.7% (2/18/15)
Lutheran Augustana 12 15.6 mi/37 mins 91.7% (8/12/15)
Total in Kings County 145 + 10 Temp 92.3% (12 vacant)

*Source: New York State Health Data Website — https://health.data.ny.gov/

The need methodology for long-term ventilator beds set forth in 10 NYCRR section 709.17 became
effective in 2005. At that time, the methodology specified that hospital inpatient discharges with the
Federal DRG 475 should be used as a base patient population to calculate RHCF ventilator bed need.
However, the definitions of the Federal DRGs changed in 2007, causing discharges which were
previously coded as 475 to fall under DRGs 541, 542, and 565 (DRGs 541 and 542 had already existed
to code certain inpatients who required mechanical ventilation). The Federal DRG definitions changed
again in 2008, causing ventilator patients to be reclassified and coded under DRGs 003, 004, and 207.
These codes remain current and have been used in in the application of section 709.17 since 2008.

|
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The specific DRG definitions under the 2005, 2007 and 2008 iterations are as follows:

2005 ventilator code definitions:
e 475 — Respiratory system diagnosis with ventilator support
e 541 — Tracheotomy with mechanical ventilation greater than 96 hours, or pulmonary diagnosis
excluding face, mouth and neck diagnosis with major operating room procedure
o 542 — Tracheotomy with mechanical ventilation greater than 96 hours, or pulmonary diagnosis
excluding face, mouth and neck diagnosis without major operating room procedure

2007 ventilator code definitions:
e 541 — Tracheotomy with mechanical ventilation greater than 96 hours, or pulmonary diagnosis
excluding face, mouth and neck diagnosis with major operating room procedure
e 542 — Tracheotomy with mechanical ventilation greater than 96 hours, or pulmonary diagnosis
excluding face, mouth and neck diagnosis without major operating room procedure
o 565 — Respiratory system diagnosis with ventilator support greater than 96 hours

2008 ventilator code definitions:
e 003 - Tracheotomy with mechanical ventilation greater than 96 hours, or pulmonary diagnosis
excluding face, mouth and neck diagnosis with major operating room procedure
¢ 004 — Tracheotomy with mechanical ventilation greater than 96 hours, or pulmonary diagnosis
excluding face, mouth and neck diagnosis without major operating room procedure
e 207 — Respiratory system diagnosis with ventilator support greater than 96 hours

The five boroughs of New York City, which include Kings County, are treated as a single region for
purposes of calculating need under section 709.17. The application of the need methodology based on
current long-term ventilator bed capacity and employing the 2008 DRGs as described above shows an
actual bed capacity in the region considerably in excess of that deemed to be needed under section
709.17, as shown in Table 2:

Table 2
Region Existing Approved Total 2014 Vent Remaining
Vent Beds Vent Beds? Resources Bed Need Need
New York City 646 71 717 533 -184

Conclusion

The absence of need for additional long-term ventilator beds in the New York City region as a whole is
reinforced by the current 92.3% occupancy rate for currently certified and emergency-approved beds in
Kings County (Table 1). Furthermore, consideration of only the permanently certified long-term ventilator
beds in Kings County (i.e., without the 10 emergency-approved beds at Four Seasons) would yield an
occupancy rate of 92.4%:

Table 3
Facility Name Vent Beds* Occupancy | Filled Vacant
Four Seasons Nursing 20 100.0% 20 0
Schulman and Schachne 28 100.0% 28 0
Rutland Nursing Home 30 96.7% 29 1
Concord Nursing Home 17 58.8% 10 7
Palm Gardens Center 38 94.7% 36 2
Lutheran Augustana 12 91.7% 11 1
Total in Kings County 145 92.4% 134 11

1 Beds approved but not yet operational.
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Based on these circumstances, together with the presence of excess long-term ventilator bed capacity in
the New York City region as a whole, the Department concludes that there is no need for permanent
certification of the 10 emergency-approved beds operated by Four Seasons Nursing and Rehabilitation
Center.

Recommendation
From a need perspective, disapproval is recommended

|
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NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY.

of Health

Project # 151216-E
Columbia Memorial Hospital

Program:
Purpose:

Hospital
Establishment

County: Columbia
Acknowledged: May 14, 2015

Executive Summary

Description

Columbia Memorial Hospital (CMH), a 192-bed,
voluntary not-for-profit, Article 28 hospital
located at 71 Prospect Avenue, Hudson
(Columbia County), requests approval to
establish Albany Medical Center (AMC) as the
active parent and co-operator of CMH. AMC will
be the sole corporate member of CMH, and its
active parent.

On April 17, 2015, CMH and AMC entered into

an Affiliation Agreement with the goal of creating

a strong and effective long-term relationship

between the two entities. The benefits and

efficiencies that will result from the Affiliation

include:

¢ Clinical and administrative integration,
producing efficiencies and synergy through
coordination and collaboration on strategic
planning, budgeting, other administrative and
management activities; and

¢ Integration of the health care delivery system
in the region, resulting in access to a
geographic distribution of health care
services and cost savings.

There will be no change in authorized services
or the number or type of beds as a result of
approval of this CON. Also, there are no
projected changes in utilization, revenues or
expenses of CMH as a result of this project.
The hospital will remain a separate not-for-profit
corporation licensed under Article 28 of the
Public Health Law, maintaining its separate
operating certificate following completion of the
project.

As active parent and co-operator, AMC will have
the following rights, powers and authorities with
respect to CMH:

Appointment of the members of the Board of
Directors of CMH,;

Adoption or approval of any amendments to
the Certification of Incorporation, Bylaws, and
Medical Staff Bylaws of CMH,;

Appointment or dismissal of officers,
managers and medical staff of CMH;
Approval of the operating and capital budgets
and strategic and operating plans of CMH;
Approval of certificate of need applications
filed by or on behalf of CMH;

Approval of any indebtedness of CMH, where
the total principal amount is in excess of
$1,000,000 in the aggregate for all such debt
or which is secured by a mortgage or security
interest in CMH’s assets or property;
Approval of any sale or transfer of CMH'’s
assets to a non-affiliated entity or third-party
entity, if such assets have a value in excess
of $250,000, other than as a component part
of an approved budget;

Approval of management or clinical service
contracts, and contracts to provide covered
healthcare services to beneficiaries of health
insurance, managed care or payor contracts;
and

Approval of settlements of administrative
proceedings or other litigation or proceedings
to which CMH is a party

BFA Attachment A provides the organizational
chart of CMH post-closing.

Project #151216-E Exhibit Page 1



OPCHSM Recommendation
Contingent Approval

Need Summary

This project is the addition of a co-operator and
is not expected to have an impact on services
provided by the facility or the utilization of those
services. The applicant believes that clinical and
administrative integration between Columbia
Memorial Hospital and Albany Medical Center
will provide synergies, cost savings, and
strategic planning opportunities that will make
health care more efficient and stable in the
affected counties.

Program Summary

Based on the information reviewed, staff found
nothing that would reflect adversely upon the
applicant’s character and competence or
standing in the community.

Financial Summary
There are no project costs associated with this
application.

|
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Recommendations

Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management

Approval contingent upon:

1. Submission of documentation of approval by the NYS Office of Mental Health. [PMU]

2. Submission of a photocopy of Albany Medical Center’s executed Articles of Incorporation,
acceptable to the Department. [CSL]

3. Submission of a photocopy of Columbia Memorial Hospital's executed Restated Certificate of
Incorporation, acceptable to the Department. [CSL]

4. Submission of a photocopy of Columbia Memorial Hospital’s bylaws, acceptable to the
Department. [CSL]

Approval conditional upon:

1. The project must be completed within three years from the date of the Public Health and
Health Planning Council recommendation letter. Failure to complete the project within the
prescribed time shall constitute an abandonment of the application by the applicant and an
expiration of the approval. [PMU]

Council Action Date
October 8, 2015

|
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Need Analysis |

Project Overview

Columbia Memorial Hospital, an existing voluntary non-profit 192-bed hospital located at 71
Prospect Ave, Hudson NY 12534 in Columbia County, with numerous extension clinics, is
seeking approval to enter into an affiliation with Albany Medical Center, a hospital operator
located at New Scotland Avenue, Albany NY 12208. Albany Medical Center will become the
active parent and co-operator of Columbia Memorial Hospital.

No changes in services or beds are proposed.

Background
Columbia Medical Center’s bed chart and historical utilization is provided below for reference.
This project is not expected to have an effect on beds or services at the Center.

Current
Category Beds 2010 2011 2012 2013 2014
Med/Surg & ICU 156 36.6% 38.7% 39.2% 36.0% 36.2%
Pediatric 4 6.5% 3.6% 3.5% 3.4% 3.1%
Maternity 10 42.1% 34.7% 32.4% 31.6% 25.4%
General Psychiatric 22 75.8% 81.8% 79.5% 78.8% 73.3%
Total 192 42.4% 44.3% 44.4% 41.5% 40.6%

Recommendation
From a need perspective, approval is recommended.

Program Analysis |

Program Proposal

Columbia Memorial Hospital (CMH), an existing not-for-profit health system which operates a
192-bed hospital at 71 Prospect Avenue in Hudson (Columbia County), as well as numerous
extension clinics, requests approval to become an affiliated entity with Albany Medical Center
(AMC), an existing hospital located on New Scotland Avenue in Albany (Albany County).

The agreement is structured so that Albany Medical Center will become the active parent and co-
operator of Columbia Memaorial Hospital. Both organizations shall have Board representation on
one another’s boards.

Efficiencies produced through the coordination and centralization of activities will result in the
preservation of health care for residents in the service area. The applicant does not anticipate any
change in authorized services or number or type of beds.

Character and Competence
The proposed members of the board for Columbia Memorial Hospital are:

Raimundo C. Archibold, Jr. Sharon Duker

James J. Barba Peter H. Elitzer

Robert T. Cushing, Chairman Marc N. Fecteau, Vice-Chair
Joyce M. DeFazio Margaret Gillis

R. Wayne Diesel David Golub
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Douglas Hamlin, Vice-Chair Steven M. Parnes, MD

Peter H. Heerwagen Daniel T. Pickett IlI

Robert J. Higgins W. Michael Reickert

James O. Jackson, PhD John B. Robinson, Jr.

Robert Jones Janice Smith

Ruth Mahoney Jeffrey Sperry

Morris Massry Jeffrey Stone, Vice-Chair/Secretary
Lillian Moy, Esq. Todd M. Tidgewell

John J. Nigro Omar Usmani

John B. O'Connor Candace King Weir

All proposed board members were subject to a character and competence review. Staff from the Division
of Certification & Surveillance reviewed the disclosure information submitted regarding licenses held,
formal education, training in pertinent health and/or related areas, employment history, a record of legal
actions, and a disclosure of the applicant’s ownership interest in other health care facilities. Licensed
individuals were checked against the Office of Medicaid Management, the Office of Professional Medical
Conduct, and the Education Department databases as well as the US Department of Health and Human
Services Office of the Inspector General Medicare exclusion database.

Mr. Barba disclosed a relationship with University Heights Association which, in 2006, filed in federal
bankruptcy court to prevent the execution of a large judgment against it. The matter was later settled with
all debts being fully paid.

Ms. Gillis disclosed three legal actions not naming her individually, but against the firm with which she is
affiliated. One, a malpractice action, has been settled. Two actions remain pending (one malpractice
claim, one foreclosure action where the firm holds a judgment lien on property).

Mr. Golub disclosed that, as a large supermarket retailer, his employer has been involved in routine civil
litigation, none of which has had an adverse impact on his employer.

Mr. Nigro disclosed an affiliation with a real estate company which owned a shopping center. Due to
severe economic market conditions and the recession of 2008, the company defaulted on their mortgage.
A receiver was appointed to operate the property until the future of the property is resolved

Mr. Pickett disclosed that a legal action had been initiated by a former employee over the terms and
conditions of a stock option granted to the former employee in 2005. The matter was settled in 2013.

Ms. Weir disclosed three (3) legal matters. On October 10, 2011, she was named (as a director of a
corporation) as a defendant and the matter was subsequently settled. On May 14, 2013, a former
employee filed a civil lawsuit alleging constructive discharge in violation of the Dodd-Frank Act for
providing information to the Securities and Exchange Commission (SEC). The civil suit was dismissed
and the matter was settled through a subsequent arbitration claim filed with FINRA. In June 2014, Ms.
Weir and an investment management corporation for which she is the Chief Investment Officer settled an
administrative proceeding with the SEC. As part of the settlement, Ms. Weir agreed in the future to cease
and desist from violating Section 203(6) of the Investment Advisers Act (relating to the requisite
disclosures and consents regarding certain related-party transactions).

Additionally, the staff from the Division of Certification & Surveillance reviewed the ten-year surveillance
history of all associated facilities. Sources of information included the files, records, and reports found in
the Department of Health. Included in the review were the results of any incident and/or complaint
investigations, independent professional reviews, and/or comprehensive/focused inspections. The review
found that any citations were properly corrected with appropriate remedial action.

On March 8, 2009, a Stipulation and Order and a $6,000 fine were issued against Albany Medical Center
Hospital — South Clinical Campus for wrong-sided surgery. A pediatric patient was admitted for a left side
inguinal hernia, however, a right side inguinal hernia repair was performed. Further review of records
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identified multiple instances where the facility was out of compliance with internal policy and state
guidelines for performing surgery involving laterality.

Recommendation
From a programmatic perspective, approval is recommended.

Financial Analysis |

Capability and Feasibility
There are no project costs or budgets associated with this application.

BFA Attachment B is the 2013 and 2014 consolidated certified financial statements of Columbia Memorial
Hospital. As shown, the hospital had an average positive working capital position and an average
positive net asset position from 2013 through 2014. The hospital reported an operating loss for both 2013
and 2014. The applicant provided the following explanations for the losses:

e The 2013 loss from operations of $2,217.532 was due to significantly reduced inpatient discharges for
the year, coupled with additional expenses associated with the acquisition of multiple local outpatient
physician practices.

e The 2014 loss from operations of $549,590 represents an improvement from the prior year; however,
operations continued to be negatively impacted by lower inpatient volumes in 2014 and operational
inefficiencies in the outpatient departments which were identified and addressed.

e In 2015, both inpatient and outpatient service areas have experienced favorable improvements to their
operational workflows, which has led to increased efficiencies and continues the trend toward a
positive operating margin.

BFA Attachment C is the financial summaries of the 2013 and 2014 consolidated certified financial
statements of AMCH and CMH, and the 2015 internal financial statements for CMH. As shown, AMCH
had an average positive working capital position and an average positive net asset position from 2013
through 2014, and incurred an average positive operating net income for 2013 and 2014. CMH's internal
financial summary as of June 30, 2015 shows a positive working capital position, positive net assets and
operating revenue at $80.4M, a $5M increase over the same period in 2014.

The applicant has demonstrated the capability to proceed in a financially feasible manner.

Recommendation
From a financial perspective, approval is recommended.

Attachments |

BFA Attachment A Organizational Chart
BFA Attachment B Financial Statements — Columbia Memorial Hospital Consolidating financials
BFA Attachment C Financial Summaries — AMCH and CMH

|
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NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY.

of Health

Project # 152008-E
NYU Hospitals Center

Program:
Purpose:

Hospital
Establishment

County: Kings
Acknowledged: July 7, 2015

Executive Summary

Description

NYU Hospitals Center (NYUHC), a 1,069-bed
not-for-profit hospital located in Kings County,
requests approval to acquire and certify NYU
Lutheran Medical Center (NYU Lutheran), a
450-bed not-for-profit hospital also located in
Kings County, as a division of NYUHC via a
merger agreement. Effective April 1, 2015, NYU
Langone Health System, Inc., a New York not-
for-profit corporation, became the active parent
of NYU Lutheran and the passive parent of
NYUHC. After approval of this application, NYU
Lutheran will cease to exist as a separate
corporate entity, and its operations (including all
assets and liabilities) will merge into NYUHC,
which will continue to have NYU Langone Health
System, Inc. as its sole member and passive
parent.

NYUHC anticipates that a full-asset merger will
result in substantial savings to NYUHC that
would accrue through efficiencies in IT, patient
care management, revenue cycle management,
and managed care contracting. The merger
would bring to the combined operations
discounted pharmacy benefits from 340B
programs; improved Medicare and Medicaid
rates; a potentially improved credit rating due to
key performance indicator improvements; and
reduced costs of malpractice premiums through
the use of NYUHC's wholly owned captive
insurance company. Subsequent to the merger,
NYUHC will refinance NYU Lutheran’s
outstanding HUD insured bonds through a draw
under an existing line of credit, with permanent
financing for that debt to be included in
NYUHC'’s next public bond offering. Repaying
the HUD debt will provide substantial operational
flexibility for NYU Lutheran by removing HUD'’s

relatively stringent financial and operational
covenants. This merger will preserve the health
care services provided by NYU Lutheran,
preserve needed jobs for current NYU Lutheran
employees, and ensure that the health care
needs of the community are met. There will be
no change in authorized services or the number
or type of beds as a result of this project.

OPCHSM Recommendation
Contingent Approval

Need Summary

Merger of these facilities will help to expand
services in the region and allow improvement
through an influx of cash to be provided by NYU
Hospitals Center. Modernization and growth in
services is an anticipated and expected result of
this project.

Program Summary
Based on the results of this review, a favorable
recommendation can be made for the proposal.

Financial Summary
There are no project costs associated with this
application.

The applicant has submitted an incremental
operating budget, in 2015 dollars, for the first
year subsequent to the change in operator.
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The budget is summarized below:

Incremental Revenues $669,329,248
Incremental Expenses:
Operating $618,705,862
Capital 27,727,850
Total Expenses $646,433,712
Excess of Revenues over $22,895,536
Expenses

Enterprise Budget:

Revenues $2,897,054,574
Expenses 2,743,559,734
Excess of Revenues $153,494,840

over Expenses
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Recommendations

Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management

Approval contingent upon:

1. Submission of an executed merger agreement that is acceptable to the Department of Health. (BFA).

2. Submission of a photocopy of the fully executed Certificate of Merger of NYU Lutheran Medical
Center into NYU Hospitals Center, acceptable to the Department. [CSL]

3. Submission of a photocopy of the fully executed Plan of Merger between NYU Hospitals Center and
NYU Lutheran Medical Center, acceptable to the Department. [CSL]

4. Submission of a photocopy of the fully executed Certificate of Amendment of the Certificate of
Incorporation of NYU Langone Health System, acceptable to the Department. [CSL]

5. Submission of the fully executed Amendment to Certificate of Incorporation of NYU Hospitals Center,
acceptable to the Department. [CSL]

6. Submission of the fully executed bylaws of the NYU Hospitals Center, acceptable to the Department.
[CSL]

Approval conditional upon:

1. The project must be completed within three years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

Council Action Date
October 8, 2015

|
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Need Analysis |

Background

NYU Hospitals Center is an 844-bed hospital located at 550 First Avenue, New York 10016. The Center
is seeking approval to acquire and certify NYU Lutheran Medical Center (NYU Lutheran), a 450-bed not-
for-profit hospital also located in Kings County, as a division of NYUHC via a merger agreement.

Analysis

Through this merger, comprehensive care will be more accessible to residents in the service area. Care
and services may be expanded and updated through the creation of a larger network, which will better
serve patients via the use of state of the art equipment and the latest procedures available as well as an
expanded pool of physicians.

This merger will provide support to NYU Lutheran MC'’s Federally Qualified Health Centers (FQHC's) and
allow a transformation so the facility can provide necessary services to Brooklyn residents. NYU Lutheran
plans to enhance cardiac catheterization and upgrade the emergency and ambulatory departments.

Conclusion

Merger of these facilities will help to expand services in the region and allow improvement through an
influx of cash to be provided by NYU Hospitals Center. Modernization and growth in services is an
anticipated and expected result of this project.

Recommendation
From a need perspective, approval is recommended.

Program Analysis |

Project Proposal

NYU Hospitals Center (NYUHC) requests approval for the proposed merger of NYU Lutheran Medical
Center (NYU Lutheran) with and into NYU Hospitals Center, with NYU Hospitals Center being the surviving
corporation.

Previously, PHHPC had approved Lutheran’s affiliation with NYUHC whereby NYUHC and NYU Lutheran
would come under the common control of a single parent. The affiliation was completed on April 1, 2015 and
NYU Langone Health System became the active parent of NYU Lutheran and the passive parent of NYUHC.
Pursuant to the Affiliation Agreement, NYUHC made commitments to NYU Lutheran consisting of cash
grants for capital and clinical improvement projects and loans to implement an electronic medical records
system and certain infrastructure projects.

As efforts to integrate clinical programs and corporate services progressed, it became evident that the most
optimal way to expedite the growth of NYU Lutheran and to address the increasing financial challenges it
faces is to pursue a full-asset merger. NYUHC anticipates that a full-asset merger will result in approximately
$56.9 million in savings to NYUHC annually that would accrue through efficiencies in IT, patient care
management, revenue cycle and managed care contracting. The merger would bring to the combined
operations discounted pharmacy benefits; improved Medicare and Medicaid rates; potential improved credit
rating due to key performance indicator improvement; and reduced costs of malpractice premiums.

NYUHC has 1,069 licensed beds and has received recognition for clinical excellence and quality as
evidenced by being awarded the Gold Seal of Approval by The Joint Commission; a #1 ranking for patient
safety and quality by the University Health System Consortium in 2013 and 2014; and Magnet Designation
for nursing excellence.
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NYU Lutheran is the principal provider of health care for the residents of southwest Brooklyn with 450
licensed beds and an emergency department that has been designated a Level | trauma center and a
regional stroke center.

In addition to the inpatient facility, NYU Lutheran is the co-operator with Sunset Park Health Council, Inc. of
Lutheran Family Health Centers, one of the largest federally qualified health center (FQHC) networks in the
country, with 9 primary care sites, 28 school-based health/dental clinics and social support services.
Currently, Sunset Park has been the licensed co-operator of all of NYU Lutheran’s outpatient extension
clinics as well as the clinics located at NYU Lutheran’s main facility, all of which are operated as FQHCs
sites. Accordingly, NYUHC is hereby requesting that co-operator status of the FQHC outpatient clinics be
maintained following the merger, and that co-operator status be noted on the new operating certificate
issued to NYUHC.

NYU Lutheran is also the sole passive member of Lutheran Augustana Center, a 240-bed nursing home
located on NYU Lutheran’s main campus at 150 55th Street in Brooklyn, and indirectly controls a certified
home health agency (Lutheran CHHA, Inc.) and a licensed home health agency (Community Care
Organization, Inc.). The Bylaws of the two stand-alone entities require that their directors be officers,
directors or employees of NYU Lutheran or, in the case of Community Care, NYU Lutheran or a related
entity. As NYU Lutheran is a passive parent, Augustana is not included in this proposal. Furthermore, the
certified home health agency and the licensed home health agency, both stand-alone corporations without
any members, are licensed under Article 36 of the Public Health Law and thus not a part of this application.

Upon approval, NYU Lutheran will cease to exist as a separate corporate entity and its operations (including
all assets and liabilities) will merge into NYU Hospitals Center, which will continue to have NYU Langone
Health System as its sole member and passive parent. In connection with the proposed transaction, NYU
Lutheran is developing an advisory board that will provide input on local issues directly to the NYUHC Board
of Trustees and senior management team.

Compliance with Applicable Codes, Rules and Regulations

The facility has no outstanding Atrticle 28 surveillance or enforcement actions and, based on the most recent
surveillance information, is deemed to be currently operating in substantial compliance with all applicable
State and Federal codes, rules and regulations. This determination was made based on a review of the files
of the Department of Health, including all pertinent records and reports regarding the facility’s enforcement
history and the results of routine Article 28 surveys as well as investigations of reported incidents and
complaints.

Conclusion
Based on the results of this review, a favorable recommendation can be made for the proposal.

Recommendation
From a programmatic perspective, approval is recommended.
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Financial Analysis |

Merger Agreement
The applicant has submitted a draft merger agreement, which is summarized below:

Purpose: The merger of NYU Lutheran Medical Center into NYU Hospitals Center.

Terms: All assets and liabilities of NYU Lutheran, as well as all pension plan and other
liabilities, will be transferred to and assumed by NYUHC; NYUHC will develop
and maintain NYU Lutheran‘s premises and maintain commitment to its mission;
NYUHC's existing, more generous, charity care policy will apply to NYU Lutheran;
all existing employment and union agreements will be honored; the management
of the two organizations will be integrated, with Senior Executive responsible for
operations at the NYU Lutheran site.

Governance: | The members of the Board of Trustees of NYU Hospitals Center immediately
prior to the Effective Date shall continue to be the Trustees of the Surviving
Corporation upon consummation of the Merger.

Closing: Closing is contingent upon approval or waiver of approval from: NYS Attorney
General, NYS Department of Health, Justice of the Supreme Court of New York
County, and HUD

NYUHC has submitted an affidavit, which is acceptable to the Department of Health, in which they agree,
notwithstanding any agreement, arrangement or understanding between NYUHC and NYU Lutheran to
the contrary, to be liable and responsible for any Medicaid overpayments made to NYU Lutheran and/or
surcharges, assessments or fees due to NYU Lutheran pursuant to Article 28 of the Public Health Law
with respect to the period of time prior to NYUHC acquiring its interest, without releasing NYU Lutheran of
its liability and responsibility. Currently, there are no outstanding Medicaid liabilities or assessments.

Operating Budget
The applicant has submitted an operating budget, in 2015 dollars, for the first year of operation, as
summarized below:

Revenues:

Operating Revenues $2,639,013,665

Other Operating Revenues 258,040,909
Total Revenues $2,897,054,574
Expenses:

Operating $2,571,101,308

Capital 172,458,426
Total Expenses $2,743,559,734
Excess of Revenues over Expenses $153,494,840
Utilization:

Inpatient (Discharges) 64,652

Outpatient (Visits) 1,634,401

Other operating revenues includes grants and affiliations, return on short term investments, contributions,
parking lot and space rental, EHR incentive payments, payments from offshore medical schools to train
medical students, and income from Calvary Hospital within a hospital program.
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Utilization for the combined NYUHC/NYU Lutheran operations by payor source for inpatient and
outpatient services is as follows:

Inpatient  Qutpatient

Medicaid Fee For Service 5.97% 8.40%
Medicaid Managed Care 20.65% 28.55%
Medicare Fee For Service 23.42% 15.85%
Medicare Managed Care 8.61% 6.01%
Commercial Fee For Service 32.85% 25.17%
Commercial Managed Care 4.42% 6.21%
Private Pay 4.08% 9.81%

Expense and utilization assumptions are based on the historical experience of NYU Hospital Center and
NYU Lutheran Medical Center.

Capability and Feasibility
There are no issues of capability associated with this application.

The submitted budget indicates an excess of revenues over expenses of $153,494,840 during the first
year for the combined operations. Revenues are based on current reimbursement methodologies.

BFA Attachment A is the certified financial statements of NYU Hospital Center as of August 31, 2013, and
August 31, 2014. As shown, the entity had an average positive working capital position and an average
positive net asset position for the period shown. Also, the entity achieved an average income of
operations of $131,299,500 during the period shown.

BFA Attachment B is the 2013 and 2014 certified financial statements of Lutheran Healthcare. As shown,
the entity had an average positive working capital position and an average positive net asset position
from 2013 through 2014. Also, the entity incurred average losses of $14,256,500 from 2013 through
2014. The applicant indicated that the losses were attributed to supporting the operating losses that the
physician group (Professional Corporation) and Lutheran Augustana Center for Extended Care and
Rehabilitation incurred.

BFA Attachment C is the internal financial statements of NYU Hospitals Center as of May 31, 2015. As
shown, the entity had a positive working capital position and a positive net asset position for the period
ending May 31, 2015. Also, the entity incurred an income from operations of $167,596,000 through May
31, 2015.

BFA Attachment D is the internal financial statements of NYU Lutheran Medical and Family Health
Centers as of May 31, 2015. As shown, the entity had a positive working capital position and a positive
net asset position through May 31, 2015. Also, the entity incurred a loss of $2,500,187 through May 31,
2015. The applicant indicated that the losses were the result of the following: decreases in volume and
case mix during January through March as a result of the extreme weather patterns experienced during
these months; an increase in observation cases; and Lutheran Medical Center’s focus on decreasing
readmissions especially from Lutheran Augustana Center for Extended Care and Rehabilitation. The
applicant indicated that they implemented the following steps to improve operations: negotiated contracts
expiring after April 1, 2015, with significant increases in payment rates; augmented staff and resources to
critical areas such as HIM, CDI and Revenue Management; evaluated purchase agreements and leases
to drive lower prices and better value through combining purchasing power; and evaluated opportunities
to lower insurance premiums by consolidating policies.

Subject to the noted contingency, the applicant has demonstrated the capability to proceed in a financially
feasible manner.

Recommendation
From a financial perspective, contingent approval is recommended.
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Attachments |

BFA Attachment A Financial Summary - August 31, 2013 and August 31, 2014 certified financial
statements of NYU Hospital Center.

BFA Attachment B Financial Summary - 2013 and 2014 certified financial statements of Lutheran
Healthcare

BFA Attachment C  Financial Summary - May 31, 2015 internal financial statements of NYU Hospitals
Center.

BFA Attachment D  Financial Summary - May 31, 2015 internal financial statements of NYU Lutheran
Medical and Family Health Centers.

|
Project #152008-E Exhibit Page 8



NEwYork | Department PUDIIC Health and Health
Planning Council

STATE OF

OPPORTUNITY. Of H ealth

Project # 142216-B
NHPE, LLC d/b/a New Hyde Park Endoscopy

Program:
Purpose:

Diagnostic and Treatment Center County: Nassau
Establishment and Construction  Acknowledged: November 24, 2014

Executive Summary

Description

NHPE, LLC d/b/a New Hyde Park Endoscopy
(NHPE), an existing New York State limited
liability company, requests approval for the
establishment and construction of an Article 28
freestanding ambulatory surgery center (FASC)
to be certified as a single-specialty FASC in the
discipline of gastroenterology. The applicant will
lease 8,000 square feet on Mezzanine Level 2
(basement) of an existing building located at
1991 Marcus Avenue, Lake Success (Nassau
County). The FASC will include three procedure
rooms, a pre-operating area and eleven
recovery bays, along with the requisite support
areas.

The proposed members of NHPE and their
ownership percentages are as follows:

Proposed Members: %
Shri Bherav & Co., LLC 90%
Nilesh Mehta, M.D. 50%
Preeti Mehta, M.D. 50%
Frontier Healthcare Associates, LLC 10%
Jordan C Fowler 39%
Oleg Gutnik, M.D. 29.25%
Roy Bejarano 29.25%
Jason Schifman 2.5%
Total 100%

As members of Frontier Healthcare Associates,

LLC, Dr. Oleg Gutnik, Jordan Fowler, Roy

Bejarano and Jason Schifman have ownership

interest in the following FASCs:

e Digestive Diseases Diagnostic & Treatment
Center;

e Manhattan Endoscopy Center, LLC;

e Putnam GI, LLC d/b/a Putnam Endoscopy
ASC;

e Yorkville Endoscopy, LLC d/b/a Yorkville

Endoscopy Center;

Queens Boulevard ASC, LLC;

Flushing Endoscopy Center, LLC;

Queens Endoscopy ASC, LLC;

Long Island Digestive Endoscopy Center,

LLC;

Great South Bay Endoscopy Center, LLC;

e PBGS, LLC d/b/a Downtown Brooklyn
Gynecology Center; and

e West Side GI, LLC.

Concurrently under review, Dr. Oleg Gutnik,
Jordan Fowler, Roy Bejarano and Jason
Schifman, as members of Frontier Healthcare
Associates, LLC, are requesting approval to
acquire 10% operating interest in Liberty Endo,
LLC (CON #151019).

OPCHSM Recommendation

Contingent approval with an expiration of the
operating certificate five years from the date of
its issuance.

Need Summary

The number of projected procedures is 2,500 in
Year 1 with Medicaid at 13 percent and charity
care at two percent. All of the projected
procedures are currently being performed in the
participating physicians’ private practices.

]
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Program Summary Financial Summary

Based on information reviewed, staff found Total project costs of $3,459,543 will be met
nothing that would reflect adversely upon the through members’ equity of $691,909 and the
applicant’s character and competence, or remaining $2,767,634 balance will be financed
standing in the community. over five years through JP Morgan Chase Bank

at 5% interest.

Budget:

Year One Year Three
Revenues $2,572,956 $2,608,212
Expenses: $2,241,225 $2,290,980
Gain/(Loss) $331,731 $317,232
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Recommendations

Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management
Approval contingent upon:

1.

©NoO;

11.

12.

13.

14.

15.

16.

Submission of a check for the amount enumerated in the approval letter, payable to the New York

State Department of Health. Public Health Law Section 2802.7 states that all construction

applications requiring review by the Public Health and Health Planning Council shall pay an additional

fee of fifty-five hundredths of one percent of the total capital value of the project, exclusive of CON

fees. [PMU]

Submission of a signed agreement with an outside independent entity satisfactory to the Department

to provide annual reports to the DOH beginning in the second year of operation. Said reports should

include:

a. Data showing actual utilization including procedures;

b. Data showing breakdown of visits by payor source;

c. Data showing number of patients who need follow-up care in a hospital within seven days after
ambulatory surgery;

d. Data showing number of emergency transfers to a hospital;

e. Data showing percentage of charity care provided, and

f.  Number of nosocomial infections recorded during the year in question. [RNR]

Submission of a statement, acceptable to the Department, that the applicant will consider creating or

entering into an integrated system of care that will reduce the fragmentation of the delivery system,

provide coordinated care for patients, and reduce inappropriate utilization of services. The applicant

will agree to submit a report to the Department beginning in the second year of operation and each

year thereafter detailing these efforts and the results. [RNR]

Submission by the governing body of the ambulatory surgery center of an Organizational Mission

Statement which identifies, at a minimum, the populations and communities to be served by the

center, including underserved populations (such as racial and ethnic minorities, women and

handicapped persons) and the center’'s commitment to meet the health care needs of the community,

including the provision of services to those in need regardless of ability to pay. The statement shall

also include commitment to the development of policies and procedures to assure that charity care is

available to those who cannot afford to pay. [RNR]

Submission of an executed Administrative Services Agreement, acceptable to the Department. [HSP]

Submission of an executed Consultative Agreement, acceptable to the Department. [HSP]

Submission of a loan commitment, acceptable to the Department of Health. [BFA]

Submission of an executed working capital loan commitment, acceptable to the Department of

Health. [BFA]

Submission of an executed building lease, acceptable to the Department of Health. [BFA]

. Submission of an executed administrative services agreement, acceptable to the Department of

Health. [BFA]

The submission of State Hospital Code (SHC) Drawings, acceptable to the Department, as described
in BAEFP Drawing Submission Guidelines DSG-03. [AER]

Submission of the Articles of Organization for Shri Bherav & Co., LLC, acceptable to the Department.
[CSL]

Submission of the Operating Agreement of Shri Bherav & Co., LLC, acceptable to the Department.
[CSL]

Submission of the Certificate of Amendment to the Articles of Organization of NHPE, LLC, acceptable
to the Department. [CSL]

Submission of the amended Operating Agreement for NHPE, LLC, acceptable to the Department.
[CSL]

Submission of a photocopy of the executed Agreement of Lease between, Lalezarian Properties, LLC
and the applicant, acceptable to the Department. [CSL]
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Approval conditional upon:

1. The project must be completed within three years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

2. The staff of the facility must be separate and distinct from staff of other entities. [HSP]

3. The signage must clearly denote the facility is separate and distinct from other adjacent entities.
[HSP]

4. The entrance to the facility must not disrupt any other entity's clinical program space. [HSP]

5. The clinical space must be used exclusively for the approved purpose. [HSP]

6. The submission of Final Construction Documents, signed and sealed by the project architect, as
described in BAEFP Drawing Submission Guidelines DSG-05, prior to the applicant’s start of
construction. [AER]

7. Construction must start on or before November 1, 2015 and construction must be completed by May
1, 2016, presuming approval to start construction is granted prior to commencement. In accordance
with 10 NYCRR Section 710.10(a), if construction is not started on or before the start date this shall
constitute abandonment of the approval. It is the responsibility of the applicant to request prior
approval for any changes to the start and completion dates. [AER]

Council Action Date
October 8, 2015

|
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Need Analysis |

Background

The service area is Nassau County. The number of projected procedures is 2,500 in Year 1 and 2,653 in
Year 3. These projections are based on the current practices of participating physicians. The projected
payor mix is as follows:

Projected Procedures % Years 1 and 3
Commercial FFS 78.0%
Medicare FFS 6.0%
Medicare MC 1.0%
Medicaid FFS 1.0%
Medicaid MC 12.0%
Charity Care 2.0%
Total 100.0%

Nassau County currently has four single specialty and five multi-specialty ambulatory surgery centers.
The table below shows the number of patient visits at ambulatory surgery centers in Nassau County for
2013 & 2014.

Specialty
Type Name of Facility 2013 Visits | 2014 Visits
Multi Day Op of North Nassau Inc. 654 149
Multi Day-Op Center of Long Island 3,952 3,259
Single Endoscopy Center of LI 7,141 7,981
Single Island Eye Surgicenter LLC 10,396 10,269
Single Long Island Digestive Health LLC 5,772 6,020
Single Meadowbrook Endoscopy Center 6,617 7,702
Multi Nassau Center for AmSurg. 5,870 6,035
Multi Prohealth Amb Surg Ctr Inc. 6,595 12,149
Multi South Shore Amb Surg Ctr LLC 5,637 4,646
Total Above 52,534 58,210

Source: SPARCS

For Nassau County, the total number of patient visits was 52,534 in 2013 and 58,210 in 2014. This
represents a 10.8% year to year increase in the number of patients served by ambulatory surgery centers
in Nassau County. For gastroenterology services, the total number of visits was 19,530 in 2013 and
21,703 in 2014. This represents an 11.1% year to year increase in the number of patients served by
Gastroenterology ambulatory services in Nassau County.

The applicant is committed to serving all persons in need of surgical care without regard to their ability to
pay or the source of payment.

Conclusion
The proposed project will bring procedures that are currently being performed in private physicians’
offices under a regulated Article 28 entity.

Recommendation
From a need perspective, contingent approval is recommended for a limited life of five years.

|
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Program Analysis |

Project Proposal

NHPE, LLC, d/b/a New Hyde Park Endoscopy requests approval to establish and construct a single
specialty diagnostic and treatment center specializing in gastroenterology that will also be federally
certified as an ambulatory surgery center.

Proposed Operator
Doing Business As

NHPE, LLC

New Hyde Park Endoscopy

Site Address 1991 Marcus Avenue, Lake Success (Nassau County)
Surgical Specialties Single Specialty: Gastroenterology

Operating Rooms 0

Procedure Rooms 3

Hours of Operation Monday through Friday from 7:30 am to 3:30 pm
Staffing (15! Year / 3" Year) | 8.0 FTEs /8.0 FTEs

Medical Director(s) Nilesh Mehta, MD

Emergency, In-Patient and
Backup Support Services
Agreement and Distance

Will be provided by
New York Hospital Queens
9.2 miles/18 minute drive time

24/7 on-call service to connect patients to the facility’s on-call
physician during hours when the facility is closed.

On-call service

Character and Competence
The members are:

Shri Bherav & Co., LLC (SBC) 90%
Nilesh Mehta, MD 50%
Preeti Mehta, MD 50%

Frontier Healthcare Associates, LLC (FHA) 10%

Jordan Fowler 39.00%
Oleg Gutnik, MD 29.25%
Roy Bejarano 29.25%
Jason Schifman 2.50%

Drs. Mehta will act as managers of New Hyde Park Endoscopy. They are practicing surgeons and board-
certified gastroenterologists. Mr. Fowler has over a decade of experience in physician practice
management and ambulatory surgery center development. Most recently, he has overseen the
development and opening of over ten Article 28-licensed ambulatory surgery centers in the New York
metropolitan area. Dr. Gutnik has practiced medicine as a gynecologist in New York since 1986 and has
previously developed and managed several primary care/multispecialty diagnostic and imaging medical
facilities, as well as Article 28 facilities. Mr. Bejarano is a former CEO and founder of a boutique advisory
firm. Since October 2011, he has served as the President of Frontier Healthcare Holdings, LLC and is
responsible for ASC management company operations. Mr. Schifman has over six years of providing
financial analysis, strategic advisory and consulting services to a variety of companies. For the last two
years, he has served as Frontier Healthcare Management Services’ Vice President of Finance.

Staff from the Division of Certification & Surveillance reviewed the disclosure information submitted
regarding licenses held, formal education, training in pertinent health and/or related areas, employment
history, a record of legal actions, and a disclosure of the applicant’s ownership interest in other health
care facilities. Licensed individuals were checked against the Office of Medicaid Management, the Office
of Professional Medical Conduct, and the Education Department databases as well as the US
Department of Health and Human Services Office of the Inspector General Medicare exclusion database.

|
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Additionally, the staff from the Division of Certification & Surveillance reviewed the ten-year surveillance
history of all associated facilities. Sources of information included the files, records, and reports found in
the Department of Health. Included in the review were the results of any incident and/or complaint
investigations, independent professional reviews, and/or comprehensive/focused inspections. The review
found that any citations were properly corrected with appropriate remedial action.

On September 10, 2015, the Department issued a Stipulation and Order and $16,000 fine to Yorkville
Endoscopy, LLC based on Federal nhon-compliance identified in a Statement of Deficiencies issued on
October 10, 2014 by the Centers for Medicare and Medicaid (CMS) and violations of Article 28 of the
Public Health Law and Title 10 of the Official Compilation of Codes, Rules and Regulations of the State of
New York (10 NYCRR) which the Department discovered during inspections conducted in May 2015.
Specifically, deficient practice was identified in the following areas: Organization and Administration
(Operator); Medical Record System; Patients’ Rights; Surgery Services; and Anesthesia Services. As a
result of this enforcement, the facility has been directed to submit semi-annual reports for a one year
period (or until the Department determines full compliance has been achieved with every item required).
Reporting requirements include (but are not limited to): medical staff rosters and privileges, quality
assessment and performance improvement minutes and audits, complaint and incident logs, and patient
discharge/transfer data.

Integration with Community Resources

The Center plans to work closely with its patients to educate and provide them with information regarding
the availability of primary care services offered by local providers, to include the broad array of outpatient
primary care services offered by The New York Hospital Medical Center of Queens (the Center’s
designated provider of backup and emergency services). Patients will be treated on the basis of need for
gastroenterology procedures, without discrimination due to any personal characteristics or ability to pay.
To this end, the Center will utilize a sliding fee scale and provide charity care.

The Center plans on utilizing an Electronic Medical Record (EMR) system, as well as integrating and
exchanging information with an established Regional Health Information Organization (RHIO).

Recommendation
From a programmatic perspective, contingent approval is recommended.

Financial Analysis |

Lease Rental Agreement
The applicant has submitted a draft lease for the proposed site, the terms of which are summarized
below:

Premises: | Approximately 8,000 gross square feet located on Mezzanine Level 2 (basement) of an
existing building located at 1991 Marcus Avenue, Lake Success, NY 11042

Landlord: Lalezarian Properties, LLC

Lessee: NHPE, LLC d/b/a New Hyde Park Endoscopy

Term: 15 years and 11 months; tenant shall have one (1) option to renew for a five (5) year term.
Rental: Year 1 base rent at $236,000 ($29.50 per sq. ft.); annual base rent shall increase each

subsequent year of the lease term at a rate of 2.5% per year.
Provisions: | Electric Service (by a sub-meter) and pro rata share of Real Estate Taxes

The applicant has provided an affidavit stating that the lease is an arm’s length arrangement. The
applicant has submitted letters from two NYS licensed realtors attesting to the rent being of fair market
value.

|
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Administrative Service Agreement
The applicant has submitted an executed administrative services agreement, as summarized below:

Dated: April 15, 2014

Facility: NHPE, LLC d/b/a New Hyde Park Endoscopy

Contractor: | Frontier Healthcare Management Services, LLC

Services Oversight of: staffing & scheduling; accounting including accounts payable, cashier &

Provided: banking; compliance with policies, procedures, medical staff by-laws and accreditation;
physical plant/materials management; nursing and administration; business office policies
& procedures; prepare quarterly financial reports; conduct annual strategic planning; assist
/prepare annual business plan/budget; attend board meetings; familiarize staff with clinical
policies, procedures, regulatory requirements; attend clinical and operations meetings;
monitor clinical benchmarks and quality of care indicators; assist with medical staff
credentialing. Facilitate acquisition of electronic health records.

Term: One (1) year — renewable for an additional one (1) year term

Fee: Annual Fee $125,000 (1/12 to be paid monthly = $10,416.67).
Fee will increase by 2% per year after the first year

Billing Services Agreement
The applicant has submitted an executed billing services agreement, the terms of which are summarized

below:
Dated: April 15, 2014
Facility: NHPE, LLC d/b/a New Hyde Park Endoscopy
Contractor: | Frontier Healthcare Billing Services, LLC
Services Claims processing, coding oversight, billing & collection services including: preparation
Provided: and data entry, responding to inquiries, follow-up support; billing payors and co-pays,
coinsurance and deductible amounts; perform billing in accordance with the applicable
laws; ensure appropriate coding entered on each bill; reprocess and resubmit claims
improperly denied or paid; follow owner’s policies and procedures for handling accounts
deemed uncollectible; maintain accurate billing/collection records along with timely
reporting; provide owners with electronic access to computerized records; ensure the
records are safeguarded; allow audits/reviews to ensure regulatory compliance.
Term: 3 years - renewable for one additional one (1) year term
Fee: Fee $22.50 per claim (paid monthly)

Development Services Agreement
The applicant has submitted an executed development services agreement, the terms of which are
summarized below:

Dated: April 15, 2014

Facility: NHPE, LLC d/b/a New Hyde Park Endoscopy

Contractor: | Frontier Healthcare Management Services, LLC

Services Pre-development activities: determining objectives, long-term viability analysis, initial
Provided: financial analysis, assist in structuring development parameters for members, financing,

physical plant, management, timeframe and equipment needs; review and coordinate with
consultants on regulatory issues; assess and develop hospital relationship. Prepare
business plan and file CON; assess market; activities needed to construct the facility and
respond to CON contingencies; act as project manager; meet with contractors and
architects to begin construction phase; facilitate site-surveys; prepare policy/procedure
manuals; ensure compliance with standards for accreditation, licensure, Medicare
certification; contact third-party payors to accredit the facility; oversee implementation of
EMR system; prepare billing and collection protocols; establish banking relationships;
assist with lease negotiations; coordinate recruitment of center management; negotiate
with vendors; acquire inventory; develop related controls and policies; oversee physician
credentialing of physicians; and prepare list of necessary computer and IT equipment.
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Term: Until date of first procedure performed

Fee: Flat fee of $150,000 (1/18 to be paid monthly for 18 months = $8,333.33)

The administrative services provider, Frontier Healthcare Management Services, LLC, and the billing
service provider, Frontier Healthcare Billing Services, LLC, are owned by Frontier Healthcare Holdings,
LLC whose members are: Oleg Gutnik, M.D. (30%), Jordan Fowler (40%), and Roy Bejarano (30%). Dr.
Gutnik, Jordan Fowler, and Roy Bejarano are investors in the applicant through Frontier Healthcare
Associates, LLC. BFA Attachment D provides a flow chart of related ownership and agreements being
provided.

While Frontier Management Healthcare Services, LLC and Frontier Healthcare Billing Services, Inc. will
be providing all of the above services, the applicant retains ultimate control in all of the final decisions
associated with the services.

Total Project Cost and Financing
Total project costs for renovation and acquisition of moveable equipment is estimated at $3,459,543,
broken down as follows:

Renovation & Demolition $1,152,320
Design Contingency 148,512
Construction Contingency 148,512
Architect/Engineering Fees 223,600
Construction Manager Fees 148,508
Other Fees 352,257
Movable Equipment 1,177,005
Financing Costs 30,000
Interim Interest Expense 57,917

CON Application Fee 2,000

CON Processing Fee 18,912
Total Project Cost $3,459,543

Project costs are based on a start date of November 1, 2015, with a six-month construction period.

The applicant’s financing plan appears as follows:

Cash Equity (Applicant) $691,909
Bank Loan (5% for a 5-year term) 2,767,634
Total $3,459,543

A letter of interest has been provided from JP Morgan Chase Bank.

Operating Budget
The applicant has submitted their year one and year three operating budgets, in 2015/16 dollars, as
summarized below:

Year One Year Three

Revenues:
Medicaid Fee-For-Service $16,944 $17,176
Medicaid Managed Care $172,829 $175,198
Medicare Fee-For-Service $116,914 $118,516
Medicare Managed Care $19,486 $19,753
Commercial Fee-For-Service $2,246,783 $2,277,569
Total Revenues $2,572,956 $2,608,212

Expenses:
Operating $1,482,985 $1,578,444
Capital 758,240 712,536
Total Expenses $2,241,225 $2,290,980
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Net Income or (Loss) $331,731 $317,232

Utilization (procedures) 2,500 2,652
Cost Per Procedure $896.49 $863.87

Utilization by payor source for the first and third years is anticipated as follows:

Medicaid Fee-For-Service 1.0%
Medicaid Managed Care 12.0%
Medicare Fee-For-Service 6.0%
Medicare Managed Care 1.0%
Commercial Fee-For-Service 78.0%
Charity 2.0%
Total 100.0%

The following is noted with respect to the submitted budget:

e Revenue assumptions are based on current and projected Federal and State government
reimbursement rates, with private payer rates reflecting adjustments based on experience in the
region.

o Utilization projections are based on the current caseload of the participating physicians, Nilesh Mehta,
M.D. and Preeti Mehta, M.D., who are board-certified in gastroenterology. The procedures are
currently being performed in the physicians’ office-based practices, which are located in the same
community that the FASC will serve. The applicant indicated that none of the projected procedures
will come from any hospital. Each practicing physicians has submitted letters in support of their
projections.

o Expense assumptions are based upon staffing, operating and capital costs experienced by the
participating physicians, as well as the experience of other FASCs in New York State in providing
similar service patient care.

e The breakeven point is approximately 87% of the projected utilization or 2,178 procedures in year one,
and 88% or 2329 procedures in year three.

Capability and Feasibility

The total project cost of $3,459,543 will be satisfied by the proposed members’ equity contribution of
$691,909 with the balance of $2,767,634 to be financed by JP Morgan Chase Bank at the above stated
terms.

Working capital requirements are estimated at $380,830, which appears reasonable based on two
months of third year expenses. The applicant has submitted a letter of interest from JP Morgan Chase
Bank to finance $190,415 of the working capital with a one year payback period at an estimated 4%
interest rate. The remaining $190,415 in working capital will be provided from the members’ own financial
resources. BFA Attachment A is the net worth statements of the applicant members, which indicates
sufficient liquid resources to meet the equity and working capital requirements. BFA Attachment B is
NHPE's pro-forma balance sheet which shows operations will start off with $882,324 in equity.

NHPE projects an operating excess of $331,731 and $317,232 in the first and third years, respectively.
Revenues for Medicare and Medicaid are based on current and projected reimbursement rates and the
payment levels for commercial payors have been determined by contacting various providers and
obtaining their current rate schedules. The budgets appear reasonable.

BFA Attachment C is the 2014 and 2013 financial summaries for the FASCs that the members of Frontier
Healthcare Associates, LLC have ownership interest in, with the exception of Long Island Digestive
Endoscopy Center, LLC, Great South Bay Endoscopy Center, LLC, and PBGS, LLC as the facilities were
newly licensed in 2104. As shown, the entities had a positive working capital position, positive net asset
position and generated positive net operating income in 2013 and 2014, except for Putnam Endoscopy
ASC and Queens Boulevard ASC, LLC. Putnam Endoscopy ASC had a negative working capital position

|
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in 2013 because the financial statements are reported on an income tax basis which excludes accounts
receivable from its current assets. Queens Boulevard ASC, LLC had negative net assets and a negative
working capital position in 2013. The facility was in its first year of operations and has added an
additional physician and is proposing to add another physician to increase cash flow.

The applicant has demonstrated the capability to proceed in a financially feasible manner, and contingent
approval is recommended.

Recommendation
From a financial perspective, contingent approval is recommended.

Supplemental Information |

Supplemental Information from Surrounding Hospitals

Below are summaries of responses by hospitals to letters from the Department requesting information on
the impact of the proposed ambulatory surgery center (ASC) in their service areas. Also included is a
summary of the applicant’s response to DOH'’s request for information on the proposed ASC’s volume of
surgical cases, sources of those cases, staff recruitment and retention.

Facility: North Shore University Hospital -- No Response
300 Community Drive
Manhasset, NY 11030

Facility: Long Island Jewish Medical Center -- No Response
270-05 76™ Avenue
New Hyde Park, NY 11040

Facility: New York Hospital Queens -- No Response
56-45 Main Street
Flushing, NY 11355

Facility: Winthrop-University Hospital -- No Response
259 First Street
Mineola, NY 11501

Supplemental Information from Applicant

Need and Sources of Cases: The applicant states that all of the projected caseload will come from
office-based procedures currently performed in the private practice of the applicant physicians. The
applicant also cites data showing a continued growth in Nassau County in the number of persons 45
years and older, which is the primary service group for colorectal cancer screening. The applicant also
states that there are only three ASCs specializing in gastroenterology in Nassau County, a jurisdiction of
over 1.3 million people. This current lack of local capacity to provide gastroenterology services will
ensure attainment of the projected volume of cases.

Staff Recruitment and Retention: The applicant states that, initially, recruitment will be of selected staff
currently employed by the member physicians in their office-based practice, particularly the nursing and
technical staff. Staff will also be recruited through accredited schools, newspaper advertisements,
training programs, local recruiters and, if needed, job fairs. Competitive salaries and benefits are
expected to aid in the recruitment and retention of skilled employees, as are a positive work environment
and flexible working hours. The applicant also expects that nurses and technicians currently employed by
hospitals who choose to augment their income will be able to find supplemental employment at the
proposed ASC because of the flexible work schedule, without cutting back on or abandoning their hospital
employment.
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Office-Based Cases: The applicant states that all of the projected gastrointestinal surgical procedures
for the proposed ASC are currently performed in the private, office-based practice of the member
physicians. None of the projected procedures are performed in any hospital.

DOH Comment

The absence of any comments in opposition to this application from hospitals in the proposed service
area provides no basis for reversal or modification of the recommendation for five-year, limited life
approval of the proposed ASC based on public need, financial feasibility and operator character and
competence.

Attachments

BPNR Attachment A  Map

BFA Attachment A Personal Net Worth Statement of Proposed Members of NHPE, LLC

BFA Attachment B Pro Forma Balance Sheet of NHPE, LLC

BFA Attachment C Applicant’s Offices/Ownerships Interest of Frontier Healthcare Associates, LLC
BFA Attachment D Service Agreement — Related Ownership Flow Chart
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NEWYORK | Department

STATE OF

OPPORTUNITY. of Health

MEMORANDUM

To: Members of the Establishment and Project Review Committee
Public Health and Health Planning Council

From: Christopher Delker
Director
Division of Planning and Licensure

Date: September 15, 2015
Subject: CON #151008 Pittsford Pain Center, LLC

This application first came before the full Council at its meeting of June 11, 2015,
following earlier review by the Establishment and Project Review Committee, whose members
were unable to agree on a recommendation.

The proposed ASC was the subject of considerable discussion at the PHHPC meeting,
mainly because of the recommendation of the Finger Lakes Health Systems Agency (HSA) for
disapproval (see attached memo). With two members recusing, 14 of the 16 members in
attendance were eligible to vote on the application. By a tally of 11 in favor and three opposed,
the motion to accept the Department’'s recommendation for approval of the proposed ASC fell
two votes short of the required 13.

Rather than entertain an alternate motion for disapproval of the application, members
noted the absence of six members and elected to defer further consideration of the proposal
until a PHHPC meeting with fuller attendance. Because it was anticipated that the PHHPC's
August meeting would also have the low attendance typical of the summer vacation season, the
Department has scheduled the application for consideration in this September/October cycle.



NEWYORK | Department

STATE OF

oreorTuNITY. | of Health

MEMORANDUM

To: Members of the Public Health and Health Planning Council

From: Charles P. Abel(‘)‘)K
Acting Director
Center for Health Care Facility Planning, Licensure and Finance

Date: May 14, 2015
Subject: CON #151008 Pittsford Pain Center, LLC - Revised

The Finger Lakes Health Systems Agency (HSA) has recommended disapproval
of the proposed Pittsford Pain Center, LLC, an ambulatory surgery center (ASC)
specializing in pain management. The HSA’s recommendation for disapproval is based
principally on three considerations:

e the availability of pain management services from four hospitals in the Rochester
area (at main campus and off-campus sites);

e the higher cost of delivering services that can be effectively delivered in office-
based settings;

e a lack of well-established evidence in the medical literature on the clinical efficacy
and utility of certain of the procedures to be performed at the proposed ASC.

Although the Department finds the HSA’'s comments thoughtful and well-
considered, the three cited factors do not fall within the elements listed in 10 NYCRR
Section 709.5, the need methodology for ambulatory surgery centers. Specifically:

e Hospital Services: Section 709.5 does not list the availability of services from
hospitals as a factor for consideration in the evaluation of public need for a
proposed ASC. Public need for a new ASC rests principally on the applicant’s
demonstration that the proposed facility will be utilized sufficiently to be
financially feasible, as demonstrated by a three-year analysis of costs and
revenues from the volume of procedures to be performed. There is no provision
for consideration of existing services, whether from hospital-based or
independent ASCs, in the evaluation of this factor.

It is also the case that when section 709.5 was amended it 1998 to allow
the establishment of more ASCs (which had hitherto been limited to one ASC per



500,000 population) the changes were intended to expand access to ambulatory
surgical care and allow greater consumer choice. The HSA’s recommendation
would leave Article 28 surgical pain management services solely in the hands of
hospitals, which would be at odds with regulatory intent.

Although the Department routinely seeks comments from hospitals in the
service areas of proposed ASC's, these invitations to comment are not to aid in
determining public need. Rather, their purpose is to help ascertain whether the
proposed ASC would have an adverse impact on hospital surgical revenues, and
in particular on the hospitals’ community oriented services that may be
subsidized by income from ambulatory surgical cases.

o Costs: The Department agrees with the HSA that the delivery of the proposed
pain management services in an ASC setting would be more expensive than if
these procedures remained in the applicant physicians’ office-based
practices. However, the Department has for years accepted such higher costs
as a tradeoff for the greater safety that comes from Article 28 monitoring and
oversight. It would be inconsistent with many past approvals for conversions of
office-based practices to Article 28 ASCs if we were to give special weight to the
cost factor in this instance. Additionally, there are some procedures appropriate
for the ASC setting that would not be appropriate for the office-based setting.

e Procedures: Although the HSA refers to a lack of medical consensus regarding
the utility and efficacy of certain spinal procedures to be performed by the
proposed ASC, the majority of the procedures to be performed at the facility are
listed under the Medicaid Products of Ambulatory Surgery and are reimbursed
accordingly.

In summary, we respectfully conclude that the HSA’s comments provide no basis
for reversal or modification of the Department’'s recommendation for approval of this
ASC based on public need, financial feasibility and owner/operator character and
competence.



NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY. Of Health

Project # 151008-B
Pittsford Pain Center LLC

Program:
Purpose:

Diagnostic and Treatment Center County: Monroe
Establishment and Construction  Acknowledged: January 14, 2015

Executive Summary

Description

Pittsford Pain Center, LLC, a to-be-formed New
York limited liability company, requests approval
to develop a single-specialty Article 28
freestanding ambulatory surgery center (FASC)
to provide pain management services. The
Center will be located in leased space at 727
Linden Avenue, Pittsford (Monroe County), and
will consist of four operating rooms.

The proposed members of Pittsford Pain Center,
LLC and their ownership percentages are as

follows:
Ajai Nemani, M.D. 47.50%
Roser Ng, M.D. 47.50%
Heritage Ambulatory Surgery 5.00%

Center Alliance

The members of Heritage Ambulatory Surgery
Center Alliance, LLC are as follows:

Robert Tiso, M.D. 37.50%
Eric Tallarico, M.D. 5.00%
Joseph Catania, M.D. 37.50%
Nameer Haider 20.00%

The two physician owners, Ajai Nemani, M.D.
and Roger Ng, M.D., currently provide pain
management services in their individual offices
located in Rochester. The Heritage Ambulatory
Surgery Center Alliance (HASCA) provides
administrative and consulting services to
ambulatory surgery centers.

OPCHSM Recommendation

Contingent Approval with an expiration of the
operating certificate five (5) years from the date
of its issuance.

Need Summary

The vast majority of procedures to be performed
at Pittsford Pain Center, LLC are presently being
performed in physicians’ private offices. (Fewer
than 50 per year are performed elsewhere,
mostly in freestanding ASCs.)

The number of projected procedures is 6,001 in
Year 1, with Medicaid at 3.5% and charity care
at 2.0%.

Program Summary

Based on the information reviewed, staff found
nothing that would reflect adversely upon the
applicant’s character and competence or
standing in the community.

Financial Summary

Project costs of $404,698 will be met as follows:
Equity of $44,698 and a bank loan of $360,000
at an interest rate of 5% for a five year term.

Budget:
Revenues $6,231,234
Expenses 4,827,355
Net Income $1,403,879
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Recommendations

Health Systems Agency
The Finger Lakes HSA recommends Disapproval of this project.

Office of Primary Care and Health Systems Management
Approval with an expiration of the operating certificate five (5) years from the date of its issuance,

contingent upon:

1.

RRoOONO®

- O

13.

Submission of a check for the amount enumerated in the approval letter, payable to the New York
State Department of Health. Public Health Law Section 2802.7 states that all construction
applications requiring review by the Public Health and Health Planning Council shall pay an additional
fee of fifty-five hundredths of one percent of the total capital value of the project, exclusive of CON
fees. [PMU]
Submission of a signed agreement with an outside independent entity satisfactory to the Department
to provide annual reports to DOH beginning in the second year of operation. These reports should
include:

a. Data showing actual utilization including procedures;

b. Data showing breakdown of visits by payer source;

c. Data showing number of patients who needed follow-up care in a hospital within seven days

after ambulatory surgery;

d. Data showing number of emergency transfers to a hospital,

e. Data showing percentage of charity care provided; and

f.  Number of nosocomial infections recorded during the year in question. [RNR]

Submission of a statement, acceptable to the Department, that the applicant will consider creating or
entering into an integrated system of care that will reduce the fragmentation of the delivery system,
provide coordinated care for patients, and reduce inappropriate utilization of services. The applicant
will agree to submit a report to the Department beginning in the second year of operation and each
year thereafter detailing these efforts and the results. [RNR]

Submission by the governing body of the ambulatory surgery center of an Organizational Mission
Statement which identifies, at a minimum, the populations and communities to be served by the
center, including underserved populations (such as racial and ethnic minorities, women and
handicapped persons) and the center’'s commitment to meet the health care needs of the community,
including the provision of services to those in need regardless of ability to pay. The statement shall
also include commitment to the development of policies and procedures to assure that charity care is
available to those who cannot afford to pay. [RNR]

Submission of an executed transfer and affiliation agreement, acceptable to the Department, with a
local acute care hospital. [HSP]

Submission of an executed Administrative Services Agreement, acceptable to the Department. [HSP]
Submission of an executed administrative service agreement, acceptable to the Department. [BFA]
Submission of an executed building lease, acceptable to the Department. [BFA]

Submission of an executed loan commitment, acceptable to the Department. [BFA]

. Submission of an executed working capital loan commitment, acceptable to the Department. [BFA]
. The submission of State Hospital Code (SHC) Drawings for review and approval, as described in

BAER Drawing Submission Guidelines DSG-03 (See Attached). [AER]

. Submission of a photocopy of the executed Operating Agreement of Pittsford Pain Center, LLC,

acceptable to the Department. [CSL]
Submission of a photocopy of the executed Lease Agreement between N & N Real Estate Holding
Rochester LLC and the applicant, acceptable to the Department. [CSL]

Project #151008-B Exhibit Page 2



Approval conditional upon:

1. The project must be completed within three years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

2. The staff of the facility must be separate and distinct from staff of other entities. [HSP]

3. The signage must clearly denote the facility is separate and distinct from other adjacent entities.
[HSP]

4. The entrance to the facility must not disrupt any other entity's clinical program space. [HSP]

5. The clinical space must be used exclusively for the approved purpose. [HSP]

6. The submission of Final Construction Documents, as described in BAER Drawing Submission
Guidelines DSG-05, prior to the applicant’s request for, and the Department’s granting approval for
the start of construction (See Attached). [AER]

7. The applicant shall start construction on or before 09/15/2015 and complete construction by
05/15/2016 upon the filing of Final Construction Documents in accordance with 10NYCRR section
710.7. In accordance with 10 NYCRR Part 710.2(b)(5), if construction is not started on or before the
start date, this shall constitute abandonment of the approval. In accordance with Part 710.10(a), this
approval shall be deemed cancelled, withdrawn and annulled without further action by the
commissioner. [AER]

Council Action Date
May 21, 2015 EPRC — No Recommendation
June 11, 2015 PHHPC — No Recommendation

October 8, 2015

|
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Need Analysis |

Project Description

Pittsford Pain Center, LLC, a to-be-formed New York limited liability company, is seeking approval to
establish and construct a freestanding ambulatory surgery center to provide single specialty pain
management surgery services at 727 Linden Avenue, Pittsford, 14534, in Monroe County.

Analysis

The primary service area consists of Monroe County. Monroe County has a total of five freestanding
multi-specialty ASCs. The table below shows the number of patients utilizing Ambulatory Surgery Centers
in Monroe County for 2012 & 2013 (Source: SPARCS).

Specialty Type | Name of Facility Patients-2012 | Patients-2013
Multi Brighton Surgery Center ,LLC 4,745 6,778
Multi Lindsay House Surgery Center, LLC 599 674
Multi Rochester Ambulatory Surgery Center 3,614 4,411
Multi Unity Linden Oaks Surgery Center 4,923 5,689
Multi Westfall Surgery Center, LLP 14,224 13,639
Total 28,105 31,191

For Monroe County, the total number of patient visits for ASC’s was 28,105 in 2012 and 31,191 in 2013.
This represents a 9.9% increase in the number of patients served by Ambulatory Surgery Centers in
Monroe County from 2012 to 2013.

The applicant projects 6,001 procedures in Year 1 and 7,260 in Year 3. These projections are based on
the current practices of participating surgeons. The table below shows the projected payor source
utilization for Pittsford Pain Center.

Projections Year 1 Year 1 Year 3 Year 3

Procedures | Percentage Procedures | Percentage
Commercial Ins 2,064 34.4% 2,498 34.4%
Medicare 2,184 36.4% 2,642 36.4%
Medicaid 212 3.5% 256 3.5%
Private Pay 230 3.8% 278 3.8%
Charity Care 120 2.0% 145 2.0%
Other 1,191 19.8% 1,441 19.8%
Total 6,001 100.0% 7,260 100.0%

The applicant is committed to serving all persons in need without regard to ability to pay or source of
payment.

Conclusion
Approval of this project will bring office-based pain management surgical procedures into an Article 28
Ambulatory Surgery Center serving the communities of Monroe County.

Recommendation
From a need perspective, contingent approval is recommended for a limited period of five years.

|
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Program Analysis |

Project Proposal

Pittsford Pain Center, LLC seeks approval to establish and construct a single specialty ambulatory
surgery center at 727 Linden Avenue, Pittsford (Monroe County) which will provide pain management

services.

Proposed Operator

Pittsford Pain Center, LLC

Site Address

727 Linden Avenue, Pittsford (Monroe County)

Surgical Specialties

Pain Management

Operating Rooms

4 (Class B)

Procedure Rooms

0

Hours of Operation

Monday through Friday from 7:30 am to 4:00 pm

Staffing (15t / 3" Year)

14.6 FTEs/17.4 FTEs

Medical Director

Ajai K. Nemani, MD

Emergency, In-Patient & Backup
Support Services Agreement and
Distance

Expected to be provided by
Rochester General Hospital
12 miles / 16 minutes

On-call service 24/7 on-call service to connect patients to the facility’s on-call

physician during hours when the facility is closed.

Character and Competence
The members of Pittsford Pain Center, LLC are:

Name Membership
Individual Physicians 95%
Ajai Nemani, MD (47.50%)
Roger R. Ng, MD (47.50%)

Heritage Ambulatory Surgery Center Alliance, LLC 5%

Robert L. Tiso, MD (37.50%)
Joseph A. Catania, MD (37.50%)
Eric Tallarico, MD (5.00%)
Nameer Haider, MD (20.00%)

The proposed Center’s ownership is comprised of two physicians, Drs. Nemani and Ng—both practicing
physicians (Board Certified in Anesthesiology and Pain Medicine) who will perform procedures at the
Center, and Heritage Ambulatory Surgery Center Alliance, which is comprised of four physicians who will
provide administrative and consulting services to the Center.

Staff from the Division of Certification & Surveillance reviewed the disclosure information submitted
regarding licenses held, formal education, training in pertinent health and/or related areas, employment
history, a record of legal actions, and a disclosure of the applicant’s ownership interest in other health
care facilities. Licensed individuals were checked against the Office of Medicaid Management, the Office
of Professional Medical Conduct, and the Education Department databases as well as the US
Department of Health and Human Services Office of the Inspector General Medicare exclusion database.

Drs. Tallarico and Tiso each disclosed one open malpractice case. Dr. Catania disclosed one settled and
three (3) open malpractice cases.

Additionally, the staff from the Division of Certification & Surveillance reviewed the ten-year surveillance
history of all associated facilities. Sources of information included the files, records, and reports found in
the Department of Health. Included in the review were the results of any incident and/or complaint
investigations, independent professional reviews, and/or comprehensive/focused inspections. The review
found that any citations were properly corrected with appropriate remedial action.

|
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Integration with Community Resources

The proposed ASC will establish and maintain a list of physicians in and around the facility’s location who
are accepting new patients. The list will be available to any patient who does not have a primary care
physician. Pain management services will be provided to all who are referred to the physicians
credentialed by the ASC, without regard to their ability to pay.

The center intends on utilizing an electronic medical record. Another goal of the ASC is to integrate into a
Regional Health Information Organization (RHIO) and/or Health Information Exchange (HIE).

Additionally, the applicant is open to becoming a part of an Accountable Care Organization or Medical
Home, based on regulatory and market demands.

Recommendation
From a programmatic perspective, contingent approval is recommended.

Financial Analysis |

Administrative Services Agreement
The applicant has submitted a draft administrative services agreement, which is summarized below:

Facility: Pittsford Pain Center, LLC
Contractor: Heritage Ambulatory Surgery Center Alliance, LLC
Term: Two years with automatic renewal of successive terms of one year.

Services Provided: | The Contractor shall provide the following services: billing and collection services,
detailed revenue analysis on monthly and annual collections, manage the EMR
/Billing system software and vendor relationship, provide decision support
reporting out of the EMR and Billing system, provide facility level financial
statements in format consistent with all HASCA facilities, complete and file the
NYS ACHF Cost Report required for all Article 28 facilities in NYS, attend
member meetings to monitor compliance with Medicare and NYS DOH
requirements, provide information systems consulting services as needed to
ensure interface of systems is maintained and provide guidance on Center
policies related to HIPAA compliance, HITECH Security and a Corporate
Compliance Plan.

Fee: Year One - $190,000

Year Two - $250,000

Year Three - $250,000

Year Four - $257,500

Year Five - $265,225

While HASCA will be providing the above noted services, the applicant retains ultimate control in all of the
final decisions associated with the services and has full control over the management of the Center. The
applicant shall retain, in its sole discretion, the following powers:
e Direct independent authority over the appointment and/or dismissal of the Center’'s management
level employees and all licensed or certified health care staff;
e The right to adopt and approve the Center’s operating and capital budgets;
¢ Independent control over, and physical possession of, the Center’s books and records;
e The right to independently adopt, approve and enforce the Center’s operating policies and
procedures;
e Authority over the disposition of assets and authority to incur debt;
e The right to approve settlements of administrative proceedings or litigation to which the Center is a
party;
e The Center or a person directly employed by and salaried by Center shall manage and personally
direct the Center’s day to day operations; and

|
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e The individual responsible for the Center’s financial oversight shall be employed or contracted
directly by Center and shall be independent of HASCA.

Lease Rental Agreement
The applicant has submitted a draft lease rental agreement for the site that they will occupy; which is
summarized below:

Premises: 9,594 square feet located at 727 Linden Avenue, Pittsford, New York

Lessor: N & N Real Estate Holding Rochester, LLC

Lessee: Pittsford Pain Center, LLC

Term: 10 years

Rental: Year One - $316,602 ($33.00 per sq. ft.) with a 2% annual increase thereafter.
Provisions The lessor shall be responsible for maintenance, real estate taxes and utilities.

The applicant has submitted an affidavit indicating that the lease agreement will be an arms-length lease
agreement. The applicant has submitted letters from two NYS licensed real estate agents attesting to the
reasonableness of the per square foot rental.

Total Project Cost and Financing
Total project cost of $404,698, which is for moveable equipment and CON fees, is further broken down as
follows:

Moveable Equipment $400,495

CON Fee 2,000

Additional Processing Fee 2,203

Total Project Cost $404,698
The applicant’s financing plan appears as follows:

Equity $44,698

Bank Loan (5% interest rate, 5 year term) $360,000

Equity will be provided by the proposed members proportionate to their ownership interest. A letter of
interest has been provided by M&T Bank attesting to the loan terms noted above for the purchase of
moveable equipment.

Operating Budget
The applicant has submitted an operating budget, in 2015 dollars, during the first and third years;
summarized below:

Year One Year Three
Revenues: $5,149,780 $6,231,234
Expenses:
Operating $3,628,574 $4,397,380
Capital 431,585 429,975
Total Expenses $4,060,159 $4,827,355
Net Income $1,089,621 $1,403,879
Utilization (Procedures) 6,000 7,260
Cost Per Procedure $676.70 $664.92
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Utilization broken down by payor source during the first and third years is as follows:

Year One Year Three
Medicaid Managed Care 3.53% 3.53%
Medicare Fee For Service 10,03% 10.03%
Medicare Managed Care 26.37% 26.37%
Commercial Managed Care 34.40% 34.40%
Private Pay 3.83% 3.83%
Workers Compensation 19.78% 19.78%
Charity Care 2.00% 2.00%
Other .06% .06%
Total 100.00% 100.00%

The payor mix reflects the historical experience of the physicians in their private practice. Both physicians
participate with Medicaid and Medicaid Managed Care plans in their area. Medicare enrollees (including
managed care) constitute 36% of patient visits, commercial/managed care accounts for 34%, and
workers compensation for 20% of current patient volume. The FASC intends to contract with all Medicaid
managed care plans in its service area as well as develop agreements with Community Health Centers
and Federally Qualified Health Centers located nearby, which may lead to a higher percentage of
Medicaid enrollees being served.

Utilization assumptions are based on current physician procedure volumes. Expense assumptions are
based on historical experience of the physicians. The applicant has submitted physician referral letters in
support of utilization projections.

Capability and Feasibility

Project costs of $404,698 will be met as follows: Equity of $44,698 and a bank loan of $360,000 at an
interest rate of 5% for a five year term. M&T Bank has provided a letter of interest for the loan to finance
the project cost.

Working capital requirements are estimated at $804,560, which is equivalent to two months of third year
expenses. The applicant will finance $360,000 at an interest rate of 5% for a five year term. A letter of
interest has been provided by M&T Bank for the working capital financing. The remaining $444,560 will
be provided as equity by the proposed members of Pittsford Pain Center, LLC proportionate to their
ownership interest. BFA Attachment A is the personal net worth statements of the proposed members of
Pittsford Pain Management, LLC, which indicates the availability of sufficient funds for the equity
contribution. BFA Attachment B is the pro forma balance sheet of Pittsford Pain Management, LLC as of
the first day of operation, which indicates a positive net asset position of $485,055.

The submitted budget indicates a net income of $1,089,621 and $1,403,879 during the first and third
years, respectively. Revenues are based on current reimbursement rates for pain management services.
The submitted budget appears reasonable.

Subiject to the noted contingencies, it appears that the applicant has demonstrated the capability to
proceed in a financially feasible manner.

Recommendation
From a financial perspective, contingent approval is recommended.

|
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Supplemental Information |

Hospital Responses
Below are presented summaries of responses by hospitals to letters from the Department asking for
information on the impact of the proposed ambulatory surgery center (ASC) in their service areas.

Facility: Strong Memorial Hospital
601 EImwood Avenue
Rochester, New York 14642

Amb. Surg. .
Current OR Use 1 Cases by Reserved QR Time
) Surgery Cases - for Applicant
(% of capacity) Applicant L
. Physicians
Physicians
53% Main site Ambulatory Inpatient
62% Off-site 54% 46% None None

Strong Memorial Hospital opposes this application based on existing operating room capacity within the
Strong system, the low volume of pain procedures provided in an operating room setting and concerns
over the quality and management of pain cases that would be treated at the proposed ASC.

In 2012 Strong Memorial had operating expenses of $1,083,726,520 on revenue of $1,179,855,300 for a
gain of $96,128,780. In 2013, operating expenses totaled $1,163,324,922 and revenue was
$1,286,605,893, for a gain of $123,280,971. Current assets in 2012 were $538,431,207 and current
liabilities were $231,840,446 for a working capital ratio of 2.3 to 1.0. In 2013, current assets were
$644,356,490, and current liabilities were $220,328,133, for a working capital ratio of 2.9 to 1.0. Inits
fiscal year 2013, Strong Memorial incurred bad debt of $19.3 million and provided charity care in the
amount of $37.5 million. In fiscal year 2014, the hospital incurred $22.9 million in bad debt and provided
$37.8 million in charity care.

Facility: Highland Hospital
1000 South Avenue
Rochester, New York 14620

Current OR Use Surgery Cases Ambula;ory SlJIrgery Re?erved ?R Time
(% of capacity) : Cases y.A.pp icant or Ap.p .|cant
Ambulatory | Inpatient Physicians Physicians
Operating Rms. 63.8% 49.0% 51.0%
Yes? No
Procedure Ctr. 42.1% 78.9% 21.1%

Highland Hospital opposes the application on the grounds that there is sufficient OR capacity at Highland
and elsewhere in the community to obviate the need for an additional ASC, especially in a time of growing
consolidation and affiliation among providers. The hospital also states that approval of the proposed ASC

1 Main site and off-site combined.
2 Four cases in 2014
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could potentially reduce current OR utilization. Highland does not quantify what effect such a reduction
would have on its surgical revenues or on its community-oriented services.

In 2012 Highland Hospital had operating expenses of $280,395,263 on revenue of $294,378,157 for a
gain of $13,982,894. In 2013, operating expenses totaled $297,751,531 and revenue was $312,863,256,
for a gain of $15,111,725. Current assets in 2012 were $112,366,882, and current liabilities were
$28,059,340 for a working capital ratio of 4.0 to 1.0. In 2013, current assets were $127,086,005, and
current liabilities were $30,448,992, for a working capital ratio of 4.2 to 1.0. In 2012, Highland Hospital
incurred bad debt of $3.2 million and provided charity care in the amount of $4.9 million. In 2013, the
hospital incurred $4.1 million in bad debt and provided $5.7 million in charity care.

Facility: Rochester General Hospital -- No Response
1425 Portland Avenue
Rochester, New York 14621

Supplemental Information from Applicant

Need and Source of Cases: The applicant states that patients of the proposed facility would receive
care from staff focused only on the provision of pain management procedures and that the better
organized and more efficient nature of a new state-of-the-art ASC would result in reduced wait times,
increased patient satisfaction and an overall better patient experience. Oversight by DOH will also help
ensure that quality care is provided.

Staff Recruitment and Retention: Staff will be drawn from among the current staff of the office
practices of the applicant physicians.

Office-Based Cases: The applicant states that virtually all of the projected cases for the proposed ASC
are currently performed in the office practices of the applicant physicians. Of those that are not (fewer
than 50 per year), most are performed in freestanding ASCs.

DOH Comment

The comments from the responding hospitals do not describe a specific adverse impact of the proposed
ASC on the facilities’ surgical revenues or community-oriented programs. Nor does any such adverse
impact seem likely, given that virtually all the procedures projected for the ASC are currently performed in
office-based settings and that the applicant physicians have performed only a negligible number of cases
at one of the responding hospitals. The Department conduces that the comments from area hospitals
provide no basis for reconsideration of the recommendation for approval of the proposed ASC based on
public need, financial feasibility and owner/operator character and competence.

|
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Finger Lakes HSA Review & Recommendation |

MEMO

TO: CON Project File
RE: CON Project 151008 — Pain Management ASC
DATE: March 20, 2015

Service Location:

727 Linden Avenue
Pittsford, NY 14534

Description:

Interventional Pain Management of Rochester, LLC proposes to develop a single-specialty ambulatory
surgery center (ASC) to provide pain management services.

Projected Changes to Community Capacity:
Community Capacity

There are four pain management centers currently operating in Monroe County:
1. Center for Pain Management at RGH
2. University of Rochester Pain Treatment Center at Sawgrass
3. University of Rochester Neuromedicine Pain Management Center at Strong
4. Highland Hospital Pain Management Center

FLHSA has access to a multi-payer claims database consisting of claims data from two major commercial
insurers in the region. Because many of the proposed procedures are performed outside of the hospital
setting, staff utilized this database as the primary source of information for this review. This database
contains commercial, Medicare Advantage, and Managed Medicaid claims for Excellus Blue Cross Blue
Shield and MVP for patients living in the twelve counties that make up the Finger Lakes region®. In
reviewing the proposed services to be provided at the new facility, we reviewed claims data for January
2010- June 2014 for the region and the two physicians proposing to utilize the new facility.

The applicant has provided the top five (5) projected procedures at the new facility by CPT code, those
procedures are located in Table 1. These procedures are expected to account for 85% of ASC's total
projected procedure volume.

3 Chemung, Genesee, Livingston, Monroe, Ontario, Orleans, Schuyler, Seneca, Steuben, Wayne Wyoming, and

Yates Counties
- |
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Table 1. Projected Procedures by Volume, Year 1 and Year 3

CPT Description Projected Projected
Volume Y1 Volume Y3
64483 Injection(s), anesthetic agent and/or steroid transforaminal 2,449 2,964

epidural, with imaging guidance (fluoro or CT); lumbar or
sacral, single level
62311 Injection(s) of diagnostic or therapeutic substance(s), not 928 1,123
including neurolytic substances, including needle or catheter
placement, includes contrast for localization when performed,
epidural or subarachnoid; lumbar or sacral (caudal)

64493 Injection(s), diagnostic or therapeutic agent, paravertebral facet 891 1,078
joint with image guidance, lumbar or sacral; single level

64635 Destruction by neurolytic agent, paravertebral facet joint 450 544
nerve(s), with imaging guidance; lumbar or sacral, single facet
joint

62310 Injection(s), of diagnostic or therapeutic substance(s) not 944 1,142

including neurolytic substances, including needle or catheter
placement, includes contrast for localization when performed,
epidural or subarachnoid; lumbar or sacral

Even with this source of information, total community capacity is difficult to determine. The procedures
being proposed at the new facility are often performed in the office setting and can be performed by
physicians of numerous specialties. Claims data indicate that of the top 5 projected procedures at the
new facility 35% are performed in the office. 57% of procedures are performed in an outpatient surgery
setting while only 4% are performed in an ambulatory surgery center or as inpatient procedures. Itis
unlikely that additional outpatient surgical capacity would result in a shift from inpatient to outpatient for
these procedures.

The proposing physicians are currently performing nearly all of the proposed procedures in the office
setting. %2 of 1% of the applicant’s top five procedures proposed at the new facility have been performed
in an outpatient surgery or ambulatory surgical center setting.

Community Need

The applicant cites that 195,000 persons in the five county region the ASC proposes to serve will be
affected by chronic pain. Staff estimates that there are approximately 117,000 individuals in Monroe
County (proposed site’s primary service area) over the age of 18 with chronic pain using an estimate of
30.7% of the population.* However, this number does not reflect the number of individuals that will seek
treatment or that will meet criteria for the interventions to be provided at the proposed center

The applicant indicates that wait times for patients at offices of both physicians proposing to utilize the
new facility are between four and six weeks. It is unknown if there are other practices in the region
experiencing similar wait times. The issues apparent with determining community capacity are mirrored
regarding community need. Our estimation of need will rely on the evidence apparent in the literature and
the applicant’s estimated wait times.

4 Johannes, C; Le, T; Zhou X. The Prevalence of Chronic Pain in United States Adults: Results of an Internet-Based

Survez. The Journal of Pain. 2010:11=11=:1230-1239
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There are no national guidelines for wait times for patients with chronic pain. The most current literature
found® indicates that patient wait times of 6 months or longer are medically unacceptable. This study also
found that only one country had any benchmarks for wait times (United Kingdom, 13 weeks). It should be
noted that in many countries wait times for cancer patients are dramatically reduced / eliminated. Wait
times in the United States are estimated in one study to be three to four weeks with the local example of
Strong Memorial Hospital having a policy of trying to keep wait times to less than two weeks®.

Although no national guidelines exist, The Centers for Medicare and Medicaid Services has developed
local coverage determinations (LCD’s) regarding the facet joint (spinal) injections which are proposed to
account for 28% of the practice at the new ASC. The LCD which covers our area prescribes very specific
timelines and limits for the application of this treatment modality. The LCD does not require that
procedures are completed in an outpatient or ambulatory surgery setting, but does require fluoroscopic
guidance. Additionally the LCD notes that “... the evidence of clinical efficacy and utility has not been
well-established in the medical literature, which is replete with non-comparable and inadequately
designed studies. Further, there is a singular dearth of long-term outcomes reports.” 7 There is some
national concern about the abuse of these procedures.

National data indicate that the wait times at Dr. Ng and Dr. Nemani’s practices are typical of pain
management practices across the United States. The wait times listed for United States practices are the
shortest of the countries surveyed in the previously noted study. There is no definitive evidence that
these wait times result in poorer patient outcomes.

Need Conclusion
It is unclear how the conversion to Article 28 status will improve patient wait times, other than by
improving patient flow and efficiency, which could be achieved without the costs associated Article 28

status.

It is not apparent that there is community need for a single specialty Ambulatory Surgical Center for the
purposes of pain management.

5 Lynch, ME; Campbell, F; Clark, A; et al. A systematic review of the effect of waiting for treatment for chronic pain.
Pain. 2008;136:97-116.

6 L Lynch, ME; Campbell, F; Clark, A; et al. Waiting for treatment for chronic pain — a survey of existing benchmarks:
Toward establishing evidence-based benchmarks for medically acceptable waiting times. Pain Research and
Management. 2007;112(4):245-248

7 National Government Services LCD L35336. Facet Joint Injections, Medial Branch Blocks, and Facet Joint

Radiofreﬂuencz Neurotomz 12/16/2014
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Projected Changes to Community Access:

The ASC does not appear to significantly alter geographic access for the practices’ respective patient
population. The proposed center is 1.2 miles from Dr. Nemani’s office and 10.0 miles from Dr. Ng’s
current office location. Below is a map of the physician’s current patient population by ZIP code (from
claims data).

ZIP Codesby Count

B 4to 10 (81)
B 1cto 50 (67)
O scto440 (38)
O allothes (68)

The applicant projects 3.5% of patient volume to be from Medicaid Managed care and projects no
utilization from Medicaid FFS patients. The relatively low volume of Medicaid patients is concerning in
that access may be limited by ability to pay at the new ASC.

|
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Project Cost & Revenue:

Pittsford Pain Center, LLC proposes to establish a new 9,594 square foot single-specialty Ambulatory
Surgical Center to provide pain management services. The new facility is to contain four operating rooms
with eight (8) pre-operative and ten (10) post-operative recovery beds. The floor plan also contains a
central supply, consult room, decontamination and separate clean and soiled linen space.

Capital costs are expected to be $400,495. The entirety of the cost is for moveable equipment,
suggesting that other renovation costs are being covered by the building developer and are included in
the lease expense. $175,000 is allotted for two C-Arm imaging devises. $50,000 will be used to install an
EMR system in two rooms. The remainder of the costs are for various surgical and / or office
infrastructure.

Incremental operating costs are anticipated to be $4,827,355 by year three, with an incremental operating
revenue of $6,231,234. Table 2 outlines total project costs. Staffing is anticipated to increase by 17.4
FTE’s by year three. New staffing will include 8 RNs 3 LPNs as well as management, technician, clerical
and medical assistants. The applicants indicate that it is unlikely that current office staff will be re-
allocated or repurposed for the new facility.

Table 2. Project Costs

Current Year Year 1 Incremental Year 3 Incremental
Project Capital Cost $400,495 N/A N/A
Operating Cost $0 $4,060,159 $4,827,355
Operating Revenue $0 $5,149,780 $6,231,234

Project financing will be accomplished with a $360,000 bank loan at an interest rate of 5% with a five (5)
year term and the remainder paid for in cash ($44,698). The space for the facility will be rented with a
lease term of ten (10) years.

There are significant incremental operating costs associated with this project. Staff have submitted
guestions to the applicant asking to identify the amount of incremental operating revenue that is expected
due to the shift from office to ASC based procedures. While unable to provide this information, the
applicant has made laudable efforts to identify the cost increases associated with the shift and has
provided Medicare proposed reimbursements and anticipated revenues for the five (5) procedures noted
previously. Utilizing this information we are able to estimate that incremental revenue for these
procedures is anticipated to be $2.26M per year.

Table 3. Medicare Proposed Payments by Setting

2015 Medicare Proposed Total
Payment Per Procedure

CPT Code Office ASC
64483 $222.46 $485.53
62311 $225.32 $461.88
64493 $175.17 $464.03
64635 $424.86 $1,055.34
62310 $244.67 $481.95
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Table 4. Estimated Revenue Increase due to Change in Place of Service

CPT Code Expected Office Expected ASC Difference Proposed Estimated
Reimbursement Reimbursement Number of Difference in
Procedures Total
Revenue
64483 $202 $566 $364 2,449 $891,436
62311 $231 $728 $497 928 $461,216
64493 $181 $566 $385 891 $343,035
64635 $399 $943 $544 450 $244,800
62310 $214 $561 $347 944 $327,568

TOTAL DIFFERENCE IN REVENUE $2,268,055

Comments:

The applicant had the opportunity to present the same proposal to the Community Technology
Assessment Advisory Board (CTAAB). CTAAB consists of employers, consumers, clinicians, health
systems and health insurance representatives and has a 20 year history of making recommendations to
the payer community regarding issues of health technology and community capacity. This board
considered the needs analysis conducted by Finger Lakes Health Systems Agency (FLHSA), the CON
application materials, and the applicant’s presentation to the Board.

Based on the information available, CTAAB concluded there is not a need for the proposed capacity and
cited the following reasons:

e There is no demonstrated community need for additional Pain Management Capacity
o0 Wait times at the physician offices do not appear to be atypical for that specialty
o0 While defining total capacity is difficult, there is no evidence that current capacity is not
meeting patient needs
e There are significant incremental costs associated with the project and no evidence of improved
outcomes for patients
e Increases in efficiency and quality could be achieved without article 28 status.
e There is no demonstrated improvement in access
0 Geographic access is not significantly altered
0 There is limited access projected for the Managed Medicaid population, with no access
indicated for the Medicaid FFS population.
This recommendation was communicated to the Rochester payer community.

Recommendation - Disapproval

Contingencies: N/A
Conditions: N/A

|
Project #151008-B Exhibit Page 16



Attachments |

BFA Attachment A Personal Net Worth Statement
BFA Attachment B Pro Forma Balance Sheet

|
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF

OPPORTUNITY. Of H ealth

Project # 151019-B
Liberty Endo, LLC d/b/a Liberty Endoscopy Center

Program:
Purpose:

Diagnostic and Treatment Center
Establishment and Construction

County: New York
Acknowledged: January 15, 2015

Executive Summary

Description

Liberty Endo, LLC, an existing New York limited
liability company, requests approval for the
establishment and construction of an Article 28
freestanding ambulatory surgery center (FASC)
to be certified as a single-specialty FASC in the
discipline of gastroenterology. The applicant will
lease 11,960 square feet on the 19th floor in an
existing building located at 123 William Street,
New York, NY (New York County). The site will
include three procedure rooms, a pre-operating
area with four pre-op bays, six recovery bays,
and two step down bays, along with the requisite
support areas. Upon approval, the FASC will be
known as Liberty Endoscopy Center.

As proposed, Liberty Endo will have twenty-two
members comprised of the following:

¢ Eighteen individual board-certified
gastroenterologist with 84% total
membership,

e Frontier Healthcare Associates, LLC (FHA)
with 6% membership (owned by: Jordan
Fowler 39%; Oleg Gutnik, M.D. 29.25%;
Roy Bejarano 29.25%; and Jason Schifman
2.5%), and

e Beth Israel Ambulatory Care Services
Corporation (BIACSC) with 10%
membership.

The eighteen individual physician members are
members of Manhattan Endoscopy Center, LLC,
an existing Article 28 FASC located in New York
County. They currently perform surgical
procedures at Manhattan Endoscopy Center and
will be investing members only in Liberty

Endo. Liberty Endo’s 3,100 projected first year

procedures will be cases transferred from the
private office-based practices of seven non-
member board-certified gastroenterologists.
The practicing physicians are committed to
utilizing the FASC to perform procedures
currently being done in their private practices
which are located in the same community that
the applicant will serve. None of the projected
procedures will come from any local hospital.

The sole passive member of BIACSC is BIMC
Holding Corp. (BIMC). BIMC is a not-for-profit
corporation which has no members, but whose
Board of Trustees consists of officers of Mount
Sinai Beth Israel Medical Center (MSBI). The
applicant states that MSBI will not take an active
role in the operations of the proposed FASC.
BIACSC is also the operator of Beth Israel
Ambulatory Surgi-Center and is a member of
Digestive Diseases Diagnostic & Treatment
Center.

Additionally, Jordan Fowler, Oleg Gutnik, M.D.,
Roy Bejarano, and Jason Schifman, as
members of Frontier Healthcare Associates,
LLC, have an ownership interest in the following
FASCs: Digestive Diseases Diagnostic &
Treatment Center; Manhattan Endoscopy
Center, LLC; Putnam GI, LLC d/b/a Putnam
Endoscopy ASC; Yorkville Endoscopy, LLC
d/b/a Yorkville Endoscopy Center; Queens
Boulevard ASC, LLC; Flushing Endoscopy
Center, LLC; Queens Endoscopy ASC, LLC;
Long Island Digestive Endoscopy Center, LLC;
Great South Bay Endoscopy Center, LLC;
PBGS, LLC d/b/a Downtown Brooklyn
Gynecology Center; and West Side Gl, LLC.
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Concurrently under review, Jordan Fowler, Oleg
Gutnik, M.D., Roy Bejarano, and Jason
Schifman, as members of Frontier Healthcare
Assaociates, LLC, are seeking to acquire 10%
operating interest in NHPE, LLC d/b/a New
Hyde Park Endoscopy under CON #142216.

OPCHSM Recommendation

Contingent approval with an expiration of the
operating certificate five (5) years from the date
of its issuance.

Need Summary

The procedures to be performed at Liberty
Endoscopy Center are presently being
performed in physicians’ private offices.

The number of projected procedures is 3,100 in
Year 1 with Medicaid at 3.0% and charity care at
2.0%.

Program Summary

Based on the information reviewed, staff found
nothing that would reflect adversely upon the
applicant’s character and competence or
standing in the community.

Financial Summary

Total project costs of $4,032,626 will be met
through members’ equity of $806,525, with the
remaining $3,226,101 balance being financed
over five years through JP Morgan Chase Bank
at 5% interest.

Budget: YearOne  Year Three
Revenues $3,266,286  $3,331,593
Expenses: $2,656,509  $2,674,526
Gain/(Loss) $609,777 $657,067
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Recommendations

Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management

Approval with an expiration of the operating certificate five (5) years from the date of its issuance,

contingent upon:

1. Submission of a check for the amount enumerated in the approval letter, payable to the New York
State Department of Health. Public Health Law Section 2802.7 states that all construction
applications requiring review by the Public Health and Health Planning Council shall pay an additional
fee of fifty-five hundredths of one percent of the total capital value of the project, exclusive of CON
fees. [PMU]

2. Submission of an executed loan commitment acceptable to the Department of Health. [BFA]

3. Submission of an executed working capital loan commitment acceptable to the Department of Health.
[BFA]

4. Submission of an executed building lease acceptable to the Department of Health. [BFA]

5. Submission of an executed administrative services agreement acceptable to the Department of
Health. [BFA]

6. Submission of an executed billing services agreement acceptable to the Department of Health. [BFA]

7. Submission by the governing body of the ambulatory surgery center of an Organizational Mission
Statement which identifies, at a minimum, the populations and communities to be served by the
center, including underserved populations (such as racial and ethnic minorities, women and
handicapped persons) and the center’'s commitment to meet the health care needs of the community,
including the provision of services to those in need regardless of ability to pay. The statement shall
also include commitment to the development of policies and procedures to assure that charity care is
available to those who cannot afford to pay. [RNR]

8. Submission of a signed agreement with an outside independent entity satisfactory to the Department
to provide annual reports to DOH beginning in the second year of operation. These reports should
include:

a. Data showing actual utilization including procedures;

b. Data showing breakdown of visits by payer source;

c. Data showing number of patients who needed follow-up care in a hospital within seven days
after ambulatory surgery;

d. Data showing number of emergency transfers to a hospital;

e. Data showing percentage of charity care provided; and

f.  Number of nosocomial infections recorded during the year in question. [RNR]

9. Submission of a statement, acceptable to the Department, that the applicant will consider creating or
entering into an integrated system of care that will reduce the fragmentation of the delivery system,
provide coordinated care for patients, and reduce inappropriate utilization of services. The applicant
will agree to submit a report to the Department beginning in the second year of operation and each
year thereafter detailing these efforts and the results. [RNR]

10. Submission of an executed Administrative Services Agreement, acceptable to the Department. [HSP]

11. Submission of an executed Business Associate Agreement, acceptable to the Department. [HSP]

12. The submission of State Hospital Code (SHC) Drawings for review and approval, as described in
BAER Drawing Submission Guidelines DSG-03. The documentation submitted is to also provide
supporting materials in clarification or resolve of the following items:

a. Per DSG-01 requirements, and comment #2 from 2/6/15 RFI from BAER, provide previously
requested existing condition plans, including existing use, life-safety features, protection, etc.

b. Per comment #12 from 2/6/15 RFI from BAER, requested resolve of common path of travel
and only one exit option from Waiting / Reception and Staff area, including additional
directional exit signage.

c. Per DSG-01 requirements, and comment #3 from 2/6/15 RFI from BAER, please identify /

confirm other mixed occupancies within the proposed building. [AER]
_______________________________________________________________________________________________________________________________|]
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13. Submission of site control that is acceptable to the Department. [CSL]

14. Submission of a fully executed Articles of Organization for the applicant that is acceptable to
the Department. [CSL]

15. Submission of a fully executed Operating Agreement for the applicant that is acceptable to
the Department. [CSL]

16. Submission of a fully executed Restated Articles of Organization of Frontier Healthcare
Associates, LLC that is acceptable to the Department. [CSL]

17. Submission of a fully executed Operating Agreement of Frontier Healthcare Associates, LLC
that is acceptable to the Department. [CSL]

18. Submission of a fully executed Administrative Services Agreement that is acceptable to the
Department. [CSL]

Approval conditional upon:

1. The project must be completed within three years from the date of the Public Health and Health

Planning Council recommendation letter. Failure to complete the project within the prescribed time

shall constitute an abandonment of the application by the applicant and an expiration of the approval.

[PMU]

The staff of the facility must be separate and distinct from staff of other entities. [HSP]

The signage must clearly denote the facility is separate and distinct from other adjacent entities.

[HSP]

The entrance to the facility must not disrupt any other entity's clinical program space. [HSP]

The clinical space must be used exclusively for the approved purpose. [HSP]

The submission of Final Construction Documents, as described in BAER Drawing Submission

Guidelines DSG-05, prior to the applicant’s request for, and the Department’s granting approval for

the start of construction. [AER]

7. Construction must start on or before December 1, 2015 and construction must be completed by April
1, 2016, presuming approval to start construction is granted prior to commencement. In accordance
with 10 NYCRR Part 710.10(a), if construction is not started on or before the start date this shall
constitute abandonment of the approval. It is the responsibility of the applicant to request prior
approval for any changes to the start and completion dates. [AER]

wn

o g~

Council Action Date
October 8, 2015

|
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Need Analysis |

Project Description

Liberty Endo, LLC d/b/a Liberty Endoscopy Center, an existing New York limited liability company, is
seeking approval to establish and construct a freestanding ambulatory surgery center to provide single
specialty gastroenterology surgery services at 123 William Street, New York, 10038, New York County.

Analysis

The service area consists of New York County. New York County has a total of seven freestanding multi-
specialty ASCs and eight freestanding single-specialty ASCs. The table below shows the number of
patient visits at ambulatory surgery centers in New York County for 2012 & 2013 (Source: SPARCS-
2014).

ASC Type Name Totalch)iltzlents Totalzgilgents
Gastroenterology  |Carnegie Hill Endo, LLC 7,357 10,695
Multi-Specialty Center for Specialty Care 4,585 4,174
Gastroenterology  |[East Side Endoscopy 8,811 9,183
Multi-Specialty Fifth Avenue Surgery Center 2,051 1,665
Multi-Specialty Gramercy Park Digestive Disease 8,577 8,666
Multi-Specialty Gramercy Surgery Center, Inc. 2,136 2,550
Gastroenterology  [Kips Bay Endoscopy Center LLC 9,401 9,241
Gastroenterology  [Manhattan Endoscopy Citr., LLC 9,857 12,014
Ophthalmology Mid- Manhattan Surgi-Center 3,888 4,312
Multi-Specialty Midtown Surgery Center, LLC 2,860 3,114
Ophthalmology Retinal Ambulatory Surgery Ctr. 1,718 1,862
Multi-Specialty Surgicare of Manhattan, LLC 3,993 3,648
Gastroenterology  |West Side Gl 3,652 12,516
Multi-Specialty Roosevelt SC (Opened April 1, 2013) N/A| 900,
Gastroenterology  [Yorkville Endoscopy Center N/A| 9,140

(Opened Feb 22, 2013)
Total 68,886 93,680

For New York County, the total number of patient visits was 68,886 in 2012 and 93,680 in 2013. This
represents a 36% year to year increase in the number of patients served by ambulatory surgery centers
in New York County.

The population of New York County in 2010 was 1,585,873, with 615,731 individuals (38.8%) who are 45
and over - the primary population group utilizing Gastroenterology services. Per the Cornell Program on
Applied Demographics (PAD) projection data, the 45 and over population group is estimated to grow to
660,206 by 2025 and represent 40.9% of the projected population of 1,615,772.

The number of projected procedures is 3,100 in Year 1 and 3,163 in Year 3. These projections are based
on the current practices of the surgeons who will participate in the facility. The table below shows the
projected payor source utilization for Liberty Endoscopy Center for Year 1 and Year 3.

Projections Year1l | Year1l | Year3 | Year 3
Commercial Ins 2728 88.0% 2783 88.0%
Medicare 186 6.0% 190 6.0%
Medicaid 93 3.0% 95 3.0%
Private Pay 31 1.0% 32 1.0%
Charity Care 62 2.0% 63 2.0%
Total 3100 | 100.0% 3163 | 100.0%

|
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The applicant is committed to serving all persons in need without regard to ability to pay or source of
payment.

Conclusion

Approval of this project will bring additional office-based surgical procedures into an Article 28 ambulatory
surgery center serving the communities of New York County. This center will expand access to
gastroenterology services delivered in a regulated setting for the communities of New York County.

Recommendation
From a need perspective, contingent approval is recommended for a limited period of five (5)
years.

Program Analysis

Project Proposal

Liberty Endo, LLC d/b/a Liberty Endoscopy Center seeks approval to establish and construct a single-
specialty ambulatory surgery center (ASC) specializing in gastroenterological procedures at 123 William
Street, New York (New York County).

Proposed Operator Liberty Endo, LLC

Doing Business As

Liberty Endoscopy Center

Site Address

123 William Street, New York

(New York County)
Surgical Specialties Single Specialty: Endoscopy
Operating Rooms 0
Procedure Rooms 3 (Class A)

Hours of Operation

Monday through Friday from 7:00 a.m. to 5:00 p.m. (Weekend
and/or evening procedures will be available, if needed, to
accommodate patient scheduling issues.)

Staffing (1! Year / 3™ Year)

13.0 FTEs/13.0 FTEs

Medical Director(s)

Peter Kim, MD

Emergency, In-Patient and
Backup Support Services
Agreement and Distance

Will be provided by
Mount Sinai - Beth Israel
3.9 miles / 15 minutes

On-call service

24/7 service to immediately refer the patient to the Center’s on-
call physician.

Character and Competence
The members of the LLC are:

Name

Percentage

Peter Baiocco, MD

4.491%

Jennifer Bonheur, MD

4.491%

Anthony Borcich, MD

4.491%

Alexander Chun, MD

4.491%

Julia Foont, MD

4.491%

Albert Harary, MD

4.491%

Makoto lwahara, MD

4.491%

Peter Kim, MD

7.653%

Michael Krumholt, MD

4.491%

Carl McDougall, MD

4.491%

Yasmin Metz, MD

4.491%

Eric Morgenstern, MD

4.491%

|
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Paulo Pacheco, MD 4.491%

David Robbins, MD 4.491%
Mylan Satchi, MD 4.491%
Jonathan Warman, MD 4.491%
Ivan Weisberg, MD 4.491%
Juauf Zlatanic, MD 4.491%
Frontier Healthcare Assoc., LLC 6%

Jordan Fowler  (39.00%)
Oleg Gutnik, MD (29.25%)
Roy Bejarano  (29.25%)
Jason Schifman (2.50%)

Beth Israel Ambulatory Care Services 10%

Corp. (BIACSC)
Donald Scanlon
Jeremy Boal, MD
Adam Henick

The 18 individual members are each practicing surgeons/board-certified gastroenterologists. Each has a
4.491% interest with the exception of the Medical Director, Dr. Kim, who holds a 7.653% interest. Frontier
Healthcare Associates, LLC (FHA) consists of four (4) individual members, each of whom has experience
in aspects of ambulatory surgery development. Beth Israel Ambulatory Care Services Corp. is a not-for-
profit corporation whose sole passive member is BIMC Holding Corporation. BIMC Holding Corp. is a
not-for-profit corporation that has no members but who's Board of Trustees consists of the officers of
Mount Sinai Beth Israel.

Staff from the Division of Certification & Surveillance reviewed the disclosure information submitted
regarding licenses held, formal education, training in pertinent health and/or related areas, employment
history, a record of legal actions, and a disclosure of the applicant’s ownership interest in other health
care facilities. Licensed individuals were checked against the Office of Medicaid Management, the Office
of Professional Medical Conduct, and the Education Department databases as well as the US
Department of Health and Human Services Office of the Inspector General Medicare exclusion database.

Drs. Baiocco, Harary, Krumholt and Satchi disclosed one pending malpractice case. Drs. Iwahara and
Pacheco disclosed one settled malpractice case. Dr. Warman disclosed two (2) open malpractice cases
and one settled malpractice case.

Additionally, the staff from the Division of Certification & Surveillance reviewed the ten-year surveillance
history of all associated facilities. Sources of information included the files, records, and reports found in
the Department of Health. Included in the review were the results of any incident and/or complaint
investigations, independent professional reviews, and/or comprehensive/focused inspections. The review
found that any citations were properly corrected with appropriate remedial action.

On September 10, 2015, the Department issued a Stipulation and Order and $16,000 fine to Yorkville
Endoscopy, LLC based on Federal nhon-compliance identified in a Statement of Deficiencies issued on
October 10, 2014 by the Centers for Medicare and Medicaid (CMS) and violations of Article 28 of the
Public Health Law and Title 10 of the Official Compilation of Codes, Rules and Regulations of the State of
New York (10 NYCRR) which the Department discovered during inspections conducted in May 2015.
Specifically, deficient practice was identified in the following areas: Organization and Administration
(Operator); Medical Record System; Patients’ Rights; Surgery Services; and Anesthesia Services. As a
result of this enforcement, the facility has been directed to submit semi-annual reports for a one year
period (or until the Department determines full compliance has been achieved with every item required).
Reporting requirements include (but are not limited to): medical staff rosters and privileges, quality
assessment and performance improvement minutes and audits, complaint and incident logs, and patient

discharge/transfer data.
|
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Integration with Community Resources

The Center plans to work closely with its patients to educate them regarding the availability of primary
care services offered by local providers. The applicant will develop a formal outreach program directed at
the local community, to include local physicians and other existing healthcare providers, particularly those
who provide care to the underserved residents of the Center’s primary service area. In addition, efforts
will be made to recruit Chinese-speaking physicians to practice at the Center. The Center may also
consider advertising in local Chinese-language newspapers about charitable services available at the
Center. Patients will not be excluded based on ability to pay. Charity care will be provided and the Center
will utilize a sliding fee scale for those who are uninsured or unable to pay.

The Center plans on utilizing an electronic medical record (EMR) and would consider participating in a
Regional Health Information Organization (RHIO) with the capability for clinical referral and event
notification. The Center would also consider entering into an integrated system of care, such as the
Mount Sinai Health Network, which is comprised of hundreds of clinical and academic relationships
throughout the greater New York metropolitan area.

Recommendation
From a programmatic perspective, contingent approval is recommended.

Financial Analysis |

Lease Rental Agreement

The applicant has submitted a lease term sheet for the proposed site, the terms of which are summarized
below:

Premises: 11,960 gross square feet located at 123 Williams Street, New York, NY 10038

Landlord: EEGO 123 Owner, LLC, an affiliate of East End Capital and GreenOak
Lessee: Liberty Endo, LLC
Term: 1-5 years at $538,200 per year ($45 sq. ft.) and 6-10 years at $586,040 per year

($49 sq. ft.) Renewal option (2) with 5-year terms.
Provisions: Electric and Taxes

The applicant has provided an affidavit stating that the lease is an arm’s length arrangement. Letters
from two NYS licensed realtors have been provided attesting to the rental rate being of fair market value.

Administrative Service Agreement
The applicant has submitted a draft administrative services agreement, the terms of which are
summarized below:

Facility: Liberty Endo, LLC

Contractor: | Frontier Healthcare Management Services, LLC

Services Oversight of the following: staffing/scheduling; accounting including: accounts
Provided: payable, cashier and banking; purchasing protocols; compliance with policies &

procedures, medical staff by-laws/rules, and accreditation; physical plant/materials
management purchasing; nursing; and administration; assess business office’s
policies & procedures; prepare/present quarterly financial reports; conduct annual
strategic planning; assist in preparation of annual business plan/budget; prepare
reports for and attend Board meetings; familiarize staff with clinical policies and
procedures as adopted by the Board; in coordination with the administrator attend
the following meetings: clinical, operations, patient care, other advisory committees
and report on actions/findings to the Board; monitor/report on clinical benchmarks;
in coordination with the administrator/director of nursing, monitor quality of care
indicators; educate staff on regulatory and accreditation requirements; monitor: risk

|
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management program, physician credentialing statistics; facilitate acquisition and
implementation if electronic health records and its meaningful use.

Term:

5 years — renewable for one additional one (1) year term

Fee:

Annual Fee $175,000 (1/12 to be paid monthly = $14,583.33) Fee will increase by
3% per year after the first year

Billing Service Agreement

The applicant has submitted a draft billing services agreement, the terms of which are summarized below:

Facility:

Liberty Endo, LLC

Contractor:

Frontier Healthcare Billing Services, LLC

Services
Provided:

Claims processing, coding oversight, bill submission and collection services which
includes: preparation and data entry, responding to inquiries and providing follow
up support on claims, submitting bills directly to payors; bill co-pays, coinsurance
and deductible amounts and perform other balance billing in accordance with the
applicable laws. Ensure appropriate diagnosis/procedures codes are entered on
each bill. Reprocess claims improperly denied or paid. Respond to inquiries from
patients and third parties payors. Follow owner’s policies for handling accounts
deemed uncollectible. Maintain accurate billing/collection records. Provide owners
with electronic access to computerized records. Ensure records are safeguarded.
Allow audits/reviews to ensure applicable laws and regulations are being followed.

Term:

5 years - renewable for one additional one (1) year term

Fee:

Fee $25.00 per claim (paid monthly)

Development Services Agreement
The applicant has submitted an executed development services agreement, the terms of which are
summarized below:

Dated:

November 1, 2014

Facility:

Liberty Endo, LLC

Contractor:

Frontier Healthcare Management Services, LLC

Services
Provided:

Pre-development activities including: determining project objectives, long-term
viability and initial financial analysis, assist in structuring parameters for members,
financing, physical plant, management, timeframe and equipment needs;
coordinate with consultants on regulatory issues; develop hospital relationship;
prepare business plan; file CON application; provide activities necessary to
construct Article 28 facility including: responding to CON contingencies, act as
project manager with contractors/architects, and facilitate site-surveys; prepare
policy/procedure manuals and materials to ensure compliance with accreditation,
licensure, and Medicare certification; prepare governance materials to meet
standards, contact with 3rd-party payors; oversee EMR implantation; prepare
billing/collection protocols; establish banking relationships; assist with lease
negotiations; coordinate center management recruitment; negotiate with vendors;
acquire inventory; oversee credentialing of physicians.

Term:

Until date of first procedure performed (Date of Operation)

Fee:

Flat fee of $150,000 (1/18 to be paid monthly for 18 months = $8,333.33)
Fee beyond 18 months to the Date of Operations will be $5,000 per month

The administrative services provider, Frontier Healthcare Management Services, LLC, and the billing
service provider, Frontier Healthcare Billing Services, LLC, are owned by Frontier Healthcare Holdings,
LLC whose members are Oleg Gutnik, M.D. (30%), Jordan Fowler (40%) and Roy Bejarano (30%). Dr.
Oleg Gutnik, Jordan Fowler and Roy Bejarano are investors in this CON application through Frontier
Healthcare Associates, LLC.

|
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While Frontier Management Healthcare Services, LLC and Frontier Healthcare Billing Services, Inc. will
be providing all of the above services, the Facility retains ultimate control in all of the final decisions
associated with the services.

Total Project Cost and Financing
Total project costs for renovations and the acquisition of moveable equipment is estimated at $4,032,626,
broken down as follows:

Renovation & Demolition $1,399,320
Design Contingency 214,562
Construction Contingency 214,562
Architect/Engineering Fees 214,562
Construction Manager Fees 156,000
Other Fees 207,482
Movable Equipment 1,501,883
Financing Costs 32,500
Interim Interest Expense 67,708
CON Application Fee 2,000
CON Processing Fee 22,047
Total Project Cost $4,032,626

Project costs are based on a start date of December 1, 2015, with a five-month construction period.

The applicant’s financing plan appears as follows:

Cash Equity (Applicant) $806,525
Bank Loan (5% interest, 5-year term) 3,226,101
Total $4,032,626

A letter of interest has been provided from JP Morgan Chase Bank.

BFA Attachments B and C are, respectively, the members’ net worth summaries and Beth Israel
Ambulatory Care Services Corporation’s internal financial statement dated December 31, 2014, which
show sufficient resources to meet the equity requirement.

Operating Budget
The applicant has submitted first and third years operating budgets, in 2015 dollars, as summarized
below:

Year One Year Three

Revenues $3,266,286 $3,331,593
Expenses:

Operating $1,487,613 $1,565,474

Capital 1,168,896 1,109,052

Total Expenses $2,656,509 $2,674,526

Net Income or (Loss) $609,777 $657,067

Year One Year Three

Utilization (procedures) 3,100 3,162

Cost Per Procedure $856.94 $845.83

|
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Utilization by payor source for the first and third years is anticipated as follows:

Medicaid Managed Care 3.0%
Medicare Fee-For-Service 5.0%
Medicare Managed Care 1.0%
Commercial Fee-For-Service 80.0%
Commercial Managed Care 8.0%
Private Pay 1.0%
Charity 2.0%
Total 100.0%

Utilization projections are based the experience of the participating providers along with their estimate of
the number cases that can be transferred from their private office-based practices. The applicant is
committed to developing a formal outreach program directed to members of the local community,
including local physicians and other existing healthcare providers, such as the Charles B. Wang
Community Health Center and APOCHA Community Health Center, both of which provide care to
underserved residents in the Center’s primary service area. Medicaid utilization is anticipated to grow to
13% over time and 2% of all visits will be for patients requiring charity care.

Expense assumptions are based upon the experience of the participating providers and members who
operate other similar FASCs. The breakeven point is approximately 84% of the projected volume or
2,615 and 2,633 procedures in the first and third years, respectively.

Capability and Feasibility
Total project costs of $4,032,626 will be satisfied as follows: $806,525 in proposed members’ equity, plus
a $3,226,101 loan financed through JP Morgan Chase Bank at the above stated terms.

Working capital requirements are estimated at $445,754, which appears reasonable based on two
months of third year expenses. The applicant has submitted a letter of interest from JP Morgan Chase
Bank to finance $200,000 of the working capital with a one year payback period at an estimated 4%
interest rate. The remaining $245,754 in working capital will be provided from the members financial
resources. Review of BFA Attachments B and C, applicant’s personal net worth statements and Beth
Israel Ambulatory Care Services Corp internal financial statement, shows sufficient liquid resources to
meet the total equity requirement. BFA Attachment D is Liberty Endo’s pro-forma balance sheet that
shows operations will start off with $1,052,279 in equity. Liberty Endo projects an operating surplus of
$609,777 and $657,067 in the first and third years, respectively. Revenues for Medicare and Medicaid
are based on current and projected rates and private payers are based on members experience in the
region. The applicant’s budgets appear to be reasonable.

BFA Attachment E is the 2014 and 2013 financial summaries for the FASCs in which the members of
Frontier Healthcare Associates, LLC have an ownership interest. Data for 2013 data is not available for
the following FASCs, as they were newly licensed in 2014: Long Island Digestive Endoscopy Center, LLC
(6/5/2014); Great South Bay Endoscopy Center, LLC (8/5/2014); and PBGS, LLC (10/2/2014). Each of
the entities had a positive working capital position, positive net asset position and generated operating
surpluses in 2013 and 2014, except for Putham Endoscopy ASC and Queens Boulevard ASC, LLC.
Putnam Endoscopy ASC had a negative working capital position in 2013 because the financial
statements are reported on an income tax basis which excludes accounts receivable from its current
assets. Queens Boulevard ASC, LLC had negative net assets and a negative working capital position in
2013. The facility was in its first year of operations and has added an additional physician and is
proposing to add another physician to increase cash flow.

The applicant has demonstrated the capability to proceed in a financially feasible manner.
Recommendation

From a financial perspective, contingent approval is recommended.

|
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Supplemental Information |

Below are presented summaries of responses by hospitals to letters from the Department asking for
information on the impact of the proposed ambulatory surgery center (ASC) in their service areas. There
follows a summary of the applicant’s response to DOH’s request for information on the proposed facility’s
volume of surgical cases, the sources of those cases, and on how staff will be recruited and retained by
the ASC.

Facility: NYU Langone Medical Center --- No Response
550 First Avenue
New York, NY 10016

Facility: Bellevue Hospital Center --- No Response
First Avenue at 27" Street
New York, NY 10016

Facility: Beth Israel Medical Center --- No Response
Petrie Division
First Avenue at 16™ Street
New York, NY 10003

Facility: New York Presbyterian Hospital—
New York Weill Cornell Medical Center --- No Response
525 East 68™ Street
New York, NY 10032

Supplemental Information from Applicant

Need and Source of Cases: The applicant states that all of the projected caseload will come from office-
based procedures currently performed in the private office-based practices of the applicant physicians.
The applicant also cites data showing a continued growth in New York County in the number of persons
45 years and older, which is the primary service group for colorectal cancer screening. The applicant
also refers to the relatively low number of gastroenterologists and of other freestanding ASCs specializing
in gastroenterology in New York County, a jurisdiction of 1.9 million people.

Staff Recruitment and Retention: The applicant states that, initially, recruitment will be of selected staff
currently employed by the member physicians in their office-based practice, particularly the nursing and
technical staff. Staff will also be recruited through accredited schools, newspaper advertisements,
training programs, local recruiters and, if needed, job fairs. Competitive salaries and benefits are
expected to aid in the recruitment and retention of skilled employees, as are a positive work environment
and flexible working hours. The applicant also expects that nurses and technicians currently employed by
hospitals who choose to augment their income will be able to find supplemental employment at the
proposed ASC because of the flexible work schedule, without cutting back on or abandoning their hospital
employment.

Office-Based Cases: The applicant states that all of the projected gastrointestinal surgical procedures
for the proposed ASC are currently performed in the private, office-based practices of the applicant
physicians. None of the projected procedures are performed in any hospital.

DOH Comment

The absence of any comments in opposition to this application from hospitals in the proposed service
area provides no basis for reversal or modification of the recommendation for five-year, limited life
approval of the proposed ASC based on public need, financial feasibility and operator character and
competence.

|
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Attachments |

BPNR Attachment A Map

BFA Attachment A Organizational Chart
BFA Attachment B Personal Net Worth Statements of Proposed Members of Liberty Endo, LLC
BFA Attachment C Internal Financial Summary for December 31, 2014, Beth Israel Ambulatory

Care Services Corp
BFA Attachment D Pro Forma Balance Sheet of Liberty Endo, LLC
BFA Attachment E Applicant’s Offices/Ownerships Interest of Frontier Health care Associates, LLC

|
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NEW YORK | Department

STATE OF

OPPORTUNITY. Of Health

MEMORANDUM

To: Members of the Establishment and Project Review Committee
Public Health and Health Planning Council

From: Christopher Delker, Director
Division of Planning and Licensure

Date: September 15, 2015
Subject: CON #151186 Premier Ambulatory Surgery Center

At their meeting of July 23, 2015, Committee members heard statements from Mr. John
Galati, CEO of TLC Health Lake Sore Hospital (TLC Lake Shore), concerning cases that would
potentially be lost to the proposed Premier ASC, and the associated impact on hospital
revenues and operations.

Members voted to defer this application one cycle to enable the Department to obtain
data from TLC Lake Shore clarifying the number of cases that could be transferred from the
hospital to the ASC by Premier ASC'’s participating physicians, specifically:

o Whether the applicant ophthalmologist, Dr. Sharma, had ceased performing surgery at
TLC Lake Shore earlier in 2015, thus rendering the potential transfer of his cases to the
proposed ASC a moot question.

o Whether Premier’'s gastroenterologist, Dr. Migdadi, was currently maintaining his
traditional caseload at TLC Lake Shore, which would support the applicant’s statement
that Dr. Migdadi planned to continue practicing at the hospital and did not intend to
transfer any of his TLC Lake Shore caseload to the proposed Premier ASC.

TLC Lake Shore has submitted payment data to the Department showing that Dr.
Sharma had 497 ambulatory surgery cases at TLC Lake Shore in 2014 but only 90 cases in the
first six months of 2015. The latter figure is consistent with Dr. Sharma’s statements that he
ceased practicing at TLC Lake Shore earlier in 2015.

The hospital has also submitted payment data to the Department showing that Dr.
Migdadi had 1,129 ambulatory gastroenterology cases at TLC Lake Shore in 2014 and 592 from
January 1, 2015 through June 30, 2015. This latter figure seems to indicate that Dr. Migdadi is
maintaining his traditional level of activity at TLC Lake Shore and is consistent with the
applicant’s statement that Dr. Migdadi does not intend to transfer any of his TLC Lake Shore
cases to the proposed Premier ASC.



NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY. Of Health

Project # 151186-B
Premier Ambulatory Services Development Company, LLC
d/b/a Premier Ambulatory Surgery Center

Program:
Purpose:

Diagnostic and Treatment Center County: Erie
Establishment and Construction  Acknowledged: April 29, 2015

Executive Summary

Description

Premier Ambulatory Services Development
Company, LLC d/b/a Premier Ambulatory
Surgery Center (Premier), a recently formed
New York limited liability company, requests
approval to establish and construct an Article 28
Diagnostic and Treatment Center (D&TC) to be
certified as a multi-specialty freestanding
ambulatory surgery center (ASC) initially
specializing in ophthalmology and
gastroenterology procedures. Premier will lease
6,925 square feet of space in a multi-tenant
building located at 2816 Pleasant Avenue,
Hamburg (Erie County). The ASC will include
two operating rooms (one class C and one Class
B), plus eight pre-op/post-op beds along with the
requisite support areas.

The proposed members of Premier Ambulatory
Services Development Company, LLC and their
ownership percentages are as follows:

Premier Ambulatory Services
Development Company, LLC

Members: %
Vishal Sharma, M.D. 50%
Nisha Sharma, M.D. 50%

OPCHSM Recommendation

Contingent Approval with an expiration of the
operating certificate five years from the date of
its issuance.

Need Summary

The number of projected procedures is 1,800 in
Year 1 with Medicaid at 6.2% and charity care at
2.0%.

Program Summary

Based on the information reviewed, staff found
nothing that would reflect adversely upon the
applicant’s character and competence or
standing in the community.

Financial Summary

Project cost of $495,218 will be met as follows:
$60,218 in members’ equity and $435,000 via a
five-year term bank loan at 5% interest. A letter
of interest has been provided by First Niagara
Bank.

Budget:

Year One Year Three
Revenues $1,341,136 $1,421.478
Expenses $1,186,777 $1,224,885
Net Income $154,359 $196,593
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Recommendations

Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management

Approval with an expiration of the operating certificate five years from the date of its issuance,

contingent upon:

1. Submission of a check for the amount enumerated in the approval letter, payable to the New York
State Department of Health. Public Health Law Section 2802.7 states that all construction
applications requiring review by the Public Health and Health Planning Council shall pay an additional
fee of fifty-five hundredths of one percent of the total capital value of the project, exclusive of CON
fees. [PMU]

2. Submission by the governing body of the ambulatory surgery center of an Organizational Mission
Statement which identifies, at a minimum, the populations and communities to be served by the
center, including underserved populations (such as racial and ethnic minorities, women and
handicapped persons) and the center’'s commitment to meet the health care needs of the community,
including the provision of services to those in need regardless of ability to pay. The statement shall
also include commitment to the development of policies and procedures to assure that charity care is
available to those who cannot afford to pay. [RNR]

3. Submission of a signed agreement with an outside independent entity satisfactory to the Department
to provide annual reports to DOH beginning in the second year of operation. These reports should
include:

e Data showing actual utilization including procedures;

e Data showing breakdown of visits by payer source;

e Data showing number of patients who needed follow-up care in a hospital within seven days after
ambulatory surgery;

e Data showing number of emergency transfers to a hospital;

e Data showing percentage of charity care provided; and

e Number of nosocomial infections recorded during the year in question. [RNR]

4. Submission of a statement, acceptable to the Department, that the applicant will consider creating or
entering into an integrated system of care that will reduce the fragmentation of the delivery system,
provide coordinated care for patients, and reduce inappropriate utilization of services. The applicant
will agree to submit a report to the Department beginning in the second year of operation and each
year thereafter detailing these efforts and the results. [RNR]

5. Submission of an executed transfer and affiliation agreement, acceptable to the Department, with a
local acute care hospital. [HSP]

6. Submission of an executed loan commitment, acceptable to the Department of Health. [BFA]

7. Submission of an executed working capital loan commitment, acceptable to the Department of
Health. [BFA]

Approval conditional upon:

1. The project must be completed within three years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

2. The staff of the facility must be separate and distinct from staff of other entities. [HSP]

3. The signage must clearly denote the facility is separate and distinct from other adjacent entities.
[HSP]

4. The entrance to the facility must not disrupt any other entity's clinical program space. [HSP]

5. The clinical space must be used exclusively for the approved purpose. [HSP]

6. The submission of Final Construction Documents, as described in BAER Drawing Submission
Guidelines DSG-05, is required prior to the applicant’s start of construction. [AER]

|
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7. Construction must start on or before November 1, 2015 and construction must be completed by
March 1, 2016, presuming approval to start construction is granted prior to commencement. In
accordance with 10 NYCRR Section 710.10(a), if construction is not started on or before the start
date this shall constitute abandonment of the approval. It is the responsibility of the applicant to
request prior approval for any changes to the start and completion dates. [AER]

Council Action Date
July 23, 2015 EPRC — Recommended Deferral
August 6, 2015 PHHPC - Deferred

October 8, 2015

|
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Need Analysis |

Analysis

The service area consists of Erie County. Erie County has a total of seven freestanding multi-specialty
ASC's and two freestanding single-specialty ASC’s. The table below shows the number of patient visits
at ambulatory surgery centers in Erie County for 2013 and 2014.

ASC Type Name of Facility Total Patients | Total Patients
2013 2014
Multi Ambulatory Surgery Center of Western New York LLC 13,291 15,102
Multi Buffalo Ambulatory Surgery Center 10,093 10,273
Multi Buffalo Surgery Center, LLC 4,822 5,100
Multi Center for Ambulatory Surgery LLC 10,201 10,026
Multi Endoscopy Center of Western New York, LLC 10,259 10,892
Single Eye Health Associates Inc. 4,119 4,221
Multi Millard Fillmore Surgery Center, LLC 6,049 5,437
Multi Sterling Surgical Center, LLC 5,472 5,564
Single WNY Medical Management (opened 4/2013) 401 584
Total 64,707 67,199

Source: SPARCS-2015

For Erie County, the total number of patient visits was 64,707 in 2013 and 67,199 in 2014. This
represents an approximately 4% year-to-year increase in the number of patients served by ambulatory
surgery centers in Erie County.

The number of projected procedures is 1,800 in Year 1 and 1,908 in Year 3. These projections are based
on the current practices of participating surgeons. The table below shows the projected payor source
utilization for Premier Ambulatory Surgery Center for Year 1 and Year 3.

Year 1 Year 1 Year 3 Year 3

Projections Procedures % Procedures %

Commercial Ins 992 55.1% 1,051 55.1%
Medicare 660 36.7% 700 36.7%
Medicaid 112 6.2% 119 6.2%
Private Pay 0 0.0% 0 0.0%
Charity Care 36 2.0% 38 2.0%
Total 1,800 100.0% 1,908 | 100.0%

The applicant is committed to serving all persons in need without regard to ability to pay or source of
payment.

Conclusion
Approval of this project will provide additional access to surgical services in an Article 28 setting for the
residents of Erie County and neighboring areas.

Recommendation
From a need perspective, contingent approval is recommended for a limited period of five years.

|
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Program Analysis |

Project Proposal

Premier Ambulatory Services Development Company, LLC, d/b/a Premier Ambulatory Surgery Center,
seeks approval to establish and construct an Article 28 freestanding multi-specialty ambulatory surgery
center procedures to be located at 2816 Pleasant Avenue in Hamburg (Erie County).

Proposed Operator

Premier Ambulatory Services Development Company, LLC

Doing Business As

Premier Ambulatory Surgery Center

Site Address

2816 Pleasant Avenue
Hamburg, NY (Erie County)

Surgical Specialties

Multi-Specialty:
Ophthalmology
Gastroenterology

Operating Rooms

2(ClassB—-1,ClassC-1)

Procedure Rooms

0

Hours of Operation

Monday through Friday from 7:00 am to 3:00 p.m. Weekend and/or
evening surgery will be available, if needed, to accommodate patient
scheduling issues.

Staffing (1st Year / 3rd Year)

6.4 FTEs /6.4 FTEs

Medical Director(s)

Vishal Sharma, MD

Emergency, In-Patient and
Backup Support Services

Expected to be provided by Erie County Medical Center
17 miles / 20 minutes

Agreement and Distance

Calls to the surgeon’s service will be directed to the surgeon or to
another physician of the surgeon’s specialty on-call.

On-call service

Character and Competence
The members of Premier Ambulatory Services Development Company, LLC are:

Name Percentage
Nisha Sharma, MD 50%
Vishal Sharma, MD  50%

Drs. Sharma are both practicing physicians with roughly ten years of experience in their respective fields.
Dr. Nisha Sharma is board-certified in Family Medicine and Dr. Vishal Sharma is a board-certified
ophthalmologist.

Staff from the Division of Certification & Surveillance reviewed the disclosure information submitted
regarding licenses held, formal education, training in pertinent health and/or related areas, employment
history, a record of legal actions, and a disclosure of the applicant’s ownership interest in other health
care facilities. Licensed individuals were checked against the Office of Medicaid Management, the Office
of Professional Medical Conduct, and the Education Department databases as well as the US
Department of Health and Human Services Office of the Inspector General Medicare exclusion database.

Integration with Community Resources

The medical staff members will require that their patients, whenever possible, have a medical clearance
appointment with a primary care physician prior to surgery. If a primary care relationship does not exist,
the members will encourage the establishment of one. The facility plans to reach out to primary care
physicians and physician groups in its service area to inform them about the facility and its capabilities,
including its participation with Medicare and Medicaid. The facility is committed to creating a program that
facilitates access to all populations and they will serve all patients needing care regardless of their ability
to pay or the source of payment.

|
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The applicant plans on utilizing an Electronic Medical Record (EMR) and would consider becoming part of
an Accountable Care Organization or Medical Home if one were to develop in its service area.
Additionally, the facility would also consider participating in a Regional Health Information Organization
(RHIO) or Health Information Exchange (HIE).

Recommendation
From a programmatic perspective, contingent approval is recommended.

Financial Analysis |

Total Project Cost and Financing
The total project cost for telecommunications, movable equipment, and fees is estimated at $495,218,
broken down as follows:

Other fees $20,000
Telecommunications $38,000
Movable Equipment $432,520
Application Fees $2,000
Additional Processing Fees $2,698
Total Project Cost $495,218

Financing for this project will be as follows:

Members Equity $60,218
Bank loan (five-year term at 5% interest) $435,000
Total $495,218

A letter of interest has been provided by First Niagara Bank.

Lease Rental Agreement
The applicant has submitted an executed lease rental agreement for the site to be occupied, the terms of
which are summarized below:

Date: April 7, 2015
Premises: 6925 sq. ft., located at 2816 Pleasant Avenue, Hamburg, NY
Landlord: Sharma Development, LLC
Lessee: Premier Ambulatory Services Development Company, LLC
Term: 15 years with two five-year renewal options
Rental: $273,537 annually (39.50 per sq. feet),

A 2% increase in rent per year beginning the 11th year
Provisions: Taxes, Utilities, Insurance, Maintenance fee.

The applicant has submitted an affidavit stating the lease agreement is a non-arm’s length arrangement.

The applicant has also submitted two letters from NYS licensed realtors attesting to the reasonableness
of the per square foot rental rate.

|
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Operating Budget

The applicant has submitted an operating budget, in 2015 dollars, for years one and three, as

summarized below:

Revenues:
Medicaid-MC
Medicare -MC
Commercial-MC
Charity

Total Revenue

Expenses:
Operating
Capital

Total Expense

Net Income

Total Visits
Total Cost Per Visits

Year One Year Three
$53,008 $56,256
$458,160 $486,022
822,768 871,560
7,200 7,640
$1,341,136 $1,421,478
$794,580 $842,825
392,197 382,060
$1,186,777 $1,224,885
$154,359 $196,593
1,800 1,908
659.32 641.97

Utilization by payor source for Years 1 and 3 is as follows:

Payor:
Commerical-MC

Medicare-MC
Medicaid-MC
Charity Care

Total

Procedures

Year One
992 5
660 3
112
36
1,800 10

Year Three
% Procedures %
5.1% 1,051 55.1%
6.7% 700 36.7%
6.2% 119 6.2%
2.0% 38 2.0%
0.0% 1,908 100.0%

The following is noted with respect to the submitted budget:
e Revenue assumptions are based on current payment rates by payor for ambulatory ophthalmology
and gastroenterology procedures.
o Utilization assumptions are based the number of outpatient case that Dr. Vishal Sharma, a board-
certified ophthalmologist, and Dr. Jehad Miqdadi, a board-certified gastroenterologist, will transfer
from other facilities including: Sterling Surgical Center, Buffalo General Hospital, Sister’'s Hospital,
Lake Shore Medical Center and West Seneca Center for Ambulatory Surgery. Both physicians have
provided a letters supporting the year one utilization.
e Expense assumptions are based on the historical experience of similar service D&TCs in the
proposed FASC's service area, adjusted for operating the facility three days a week. The breakeven
point is approximately 88% or 1,592 visits in ear one.

Capability and Feasibility
The total project cost of $495,218 will be satisfied from $60,218 in members’ equity with the $435,000
balance being provided through a loan at the above stated terms. First Niagara Bank has provided a

letter of interest.

Working capital requirements are estimated at $204,147 based on two months of third year expenses.
The applicant will provide $104,147 from the members’ equity. The remaining $100,000 will be satisfied
through a five-year loan at 5% interest rate from First Niagara Bank. BFA Attachments A is members’ net
worth summary which shows the members have sufficient liquid resources to meet both the project’s
equity and working capital requirements.

|
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BFA Attachment B is the pro-forma balance sheet for Premier Ambulatory Services Development
Company, LLC that shows operation will start off with $169,667 in members’ equity.

The submitted budget projects a net income of $154,359 and $196,593 during years one and three of
operations, respectively. Medicare reimbursement was based on the 2014 Medicare fee schedule.
Based upon the physicians’ historical experience, commercial reimbursement for ophthalmology and
gastroenterology was estimated at 118% and 158% of the of Medicare case rate. Medicaid Manage Care
payment was estimated at 90% of Medicare case rate. The budget appears reasonable.

The applicant has demonstrated the capability to proceed in a financially feasible manner, and contingent
approval is recommended.

Recommendation
From a financial perspective, contingent approval is recommended.

Supplemental Information |

Surrounding Hospital Responses

Below are presented summaries of responses by hospitals to letters from the Department asking for
information on the impact of the proposed ambulatory surgery center (ASC) in their service areas. There
follows a summary of the applicant’s response to DOH’s request for information on the proposed facility’s
volume of surgical cases, the sources of those cases, and on how staff will be recruited and retained by
the ASC.

Facility: TLC Health Network Lake Shore Hospital
845 Routes 5 & 20
Irving, New York 14081

Amb. Surg.
Current OR Use Surgery Cases Cases by Reserved OR Time
(% of capacity) Applicant for Applicant
Physicians Physicians
Inpatient Ambulatory
5% of 95% of
40% volume volume 1,768 Not indicated

TLC Health Network (TLC) opposes the application, stating that the proposed ASC would result in a loss
of a vast majority of the 1,768 cases currently performed at TLC Lake Shore by the two applicant
physicians. This would result in a loss of $2,090,023 in net patient revenues annually, which represents
8.6 percent of TLC’s 2014 total net patient revenue. The hospital states that ambulatory surgery
represents over 95 percent of total surgical volume at TLC Lake Shore and contends that the proposed
ASC would have a “disastrous” effect on the financially fragile TLC system and seriously threaten its
ability to continue providing quality health care to the community. The hospital does not describe the
community-oriented services that would be affected by the projected loss of revenues to the ASC.

TLC also contends that there is no need for the proposed ASC because of the hospital’'s current operating
room utilization of less than 40 percent, which indicates an abundant capacity for growth. TLC also cites
the presence of several other nearby ASCs, in Orchard Park, Amherst and other parts of Erie County,
whence 42 percent of TLC’s patients come. The TLC Lake Shore hospital itself is located just 20 minutes
from the site of the proposed ASC.
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TLC filed for Chapter 11 bankruptcy in December, 2013. In 2013, TLC had current assets of $8.8 million
on current liabilities of $16.6 million, for a ratio of 0.53. In 2014 current assets totaled $6.0 million while
current liabilities came to $14.4 million, for a ratio of 0.42. (In both 2013 and 2014, current liabilities
included liabilities subject to compromise by the United States Bankruptcy Court.) In 2013, TLC had
revenues of $33.2 million on expenses of $43.5 million, for an operating loss of $10.3 million. TLC
experienced $1.5 million in bad debt and provided $1.6 million in charity care. In 2014, TLC had
revenues of $25.1 million on expenses of $32.6 million for an operating loss of $7.5 million. In 2014, TLC
experienced $1.2 million in bad debt and provided $1.3 million in charity care.

Facility: Sisters of Charity Hospital -- No Response
2157 Main Street
Buffalo, NY 14214

Facility: Mercy Hospital -- No Response
565 Abbott Road
Buffalo, NY 14220

Facility: Bertrand Chaffee Hospital -- No Response
224 East Main Street
Springville, NY 14141

Supplemental Information from Applicant

Need and Source of Cases: The applicant states that the proposed ASC will provide ambulatory
surgery services to patients of physicians on its medical staff who elect to use the ASC to perform
their outpatient surgeries. Surgeries performed at the ASC would otherwise be performed at area
hospitals or other ambulatory surgery centers. In addition, the applicant points out that there are no
freestanding ASCs in the Town of Hamburg, a fast-growing southern Erie County community, or in
Chautauqua County, where many of the applicant ophthalmologist’s patients reside. The applicant also
expects that patients will prefer to have their surgeries performed at a new, patient- friendly, state-of-
the-art ambulatory surgery center. In addition to enhanced patient satisfaction, the applicant expects
that there will be a high level of physician satisfaction as a result of the ASC’s seeking to accommodate
its medical staff's scheduling, equipment selection and staffing preferences.

Staff Recruitment and Retention: The applicant states that employees will be recruited from
accredited schools and training programs as well as through advertisements in local newspapers and
professional publications. The ASC may hire some of its nursing staff from one of the applicant
physician’s medical practice. The ASC plans to offer competitive salary and benefits and will maintain
good human resource and communication systems. In addition, the Center will provide a positive
work environment and flexible working hours.

Office-Based Cases: The applicant states that none of the cases projected for the proposed ASC are
currently performed in office settings. The anticipated 800 ophthalmological procedures are currently
performed in a proprietary freestanding ASC, while the expected 1,000 gastroenterological procedures
are currently distributed among three hospitals (Buffalo General Medical Center, Sisters of Charity
Hospital and TLC Lake Shore Hospital) and the West Seneca Center for Ambulatory Surgery.

DOH Comment

TLC Health Network’s comments in opposition to the application assume that a vast majority of the 1,768
procedures currently performed at TLC Lake Shore Hospital by the applicant physicians would be lost to
the proposed ASC. However, this assumption is at odds with the applicant’s statement that the 800
ophthalmological procedures projected for the ASC are currently performed in a freestanding ASC, not at
TLC Lake Shore or other hospitals. It is also not consistent with the applicant’s statement that the 1,000
remaining (gastroenterological) procedures projected for the ASC are currently performed at two other
hospitals in addition to TLC Lake Shore and at a freestanding ASC. TLC's projection of net patient
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revenue to be lost to the proposed ASC therefore cannot be assessed with precision and must be

discounted. In view of this circumstance and in the absence of comments from other area hospitals, the
Department finds insufficient basis for reversal or modification of the recommendation for approval of the
proposed ASC based on public need, financial feasibility and owner/operator character and competence.

Attachments |

BPNR Attachment Map

BFA Attachment A Net Worth Statement of Proposed Members of Premier Ambulatory Services
Development Company, LLC.

BFA Attachment B Pro-Forma balance sheet of Premier Ambulatory Services Development
Company, LLC.

|
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NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY. Of Health

Project # 151200-E
South Shore Surgery Center

Program: Diagnostic and Treatment Center County: Suffolk
Purpose: Establishment Acknowledged: May 1, 2015

Executive Summary

Description

South Shore Surgery Center, LLC (South Ownership interest of the_operations before and
Shore), a New York proprietary Article 28 after the request change is as follows:

diagnostic and treatment center (D&TC) located

at 53 Brentwood Road, Suite F, Bay Shore C'SS_S BA Membe'\r/lsls Cu”gr;tsgj" Proplogfldsz;o
(Suffolk County), requests approval to extend its ric ergson, W.D. 1970 : 0
limited life for two years and to transfer 50.1% of i%ﬁ%pgfnﬁ’giidih '\S'D' g;gfj; 12;1222
the overall ownership interest in the facility to Edward Cussatti, M.D. 3.75% 1.8713%
North Shore-LIJ Multi-Specialty Ventures, LLC Robert Gargano, M.D. 3.75% 1.8713%
through a membership interest purchase Thomas O’Donnell. M.D. 3.75% 1.8713%
agreement. South Shore is certified as a multi- Steven Litman, M.D. 3.75% 1.8713%
specialty freestanding ambulatory surgery center Charles Ruotolo, M.D. 3.75% 1.8713%
(FASC) and provides the following services: ear, Luis Fandos, M.D. 8.00% 3.9920%
nose and throat surgery, pain management, Sanford Ratzan, M.D. 8.00% 3.9920%
orthopedic surgery, ophthalmology, and general ?gzgsspﬂigchﬁ/? 5 2'88(;‘: g'ggggoﬁ
surgery. The facility was approved by the Public Steven Simonsen. M.D 8.00% 3.9920%
Health Council with a five-year limited life under T ' '

CON #042011 and began operation effective Class B Members:

December 17, 2010. The FASC's initial five- Tom Bombardier, M.D. 9.00% 4.4910%
year limited life will expire on December 17, Brent B. Lambert, M.D. 9.00% 4.4910%
2015. The applicant is not proposing to add or Luke L. Lambert 3.00% 1.4970%
change any services, or to expand or renovate George Violin, M.D. 9.00% 4.4910%

the facility.
Class C Member:

North Shore-LIJ
Multispecialty Ventures,

Upon approval of this application, there will be

three classes of members, defined as follows: LLC 0.00% 50.1%
A. Class A Member — individual physician Total: 100.00% 100.00%
members (thirteen)
B. Class B Member — individual Ambulatory North Shore-LIJ Multispecialty Ventures, LLC'’s
Surgical Centers of America members sole member is North Shore University Hospital,
(four) a voluntary not-for-profit, 804-bed tertiary care
C. Class C Member — Institutional members hospital located at 300 Community Drive,
(one) Manhasset, NY. North Shore University
Hospital is a member of the North Shore-Long
All members, regardless of class, will have the Island Jewish Health System, Inc. (NS-LIJ). NS-
same economic and voting rights based on their LIJis a Comprehensive integrated de|ivery
percentage ownership interest in South Shore. system formed to ensure the delivery of a broad

range of quality healthcare services to the
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community it serves and to achieve economies
of scale through consolidation, cooperation and

joint planning among its members. The hospital

is also a member of the NS-LIJ obligated group,
formed to provide its members an enhanced
credit position and expanded access to capital
markets.

OPCHSM Recommendation

Contingent Approval with an expiration of the
operating certificate two years from the date of
the Public Health and Health Planning Council
recommendation letter.

Need Summary
Data submission by the applicant, as a
contingency of CON 042011, is completed.

Based on CON 042011, South Shore Surgery
Center projected Medicaid to be 5.65 percent
and charity care at 5.64 percent for Year 3.
According to AHCF cost reports, actual charity
care in Year 3 (2013) was 0.40 percent and
Medicaid was 5.8 percent.

Upon approval of this CON, South Shore
projects 6,614 procedures in Year 1, with 11.8
percent Medicaid and 1.5 percent charity care.

There will be no changes in services.

Program Summary

Based on the results of this review, a favorable
recommendation can be made regarding the
facility’s current compliance pursuant to 2802-
(3)(e) of the New York State Public Health Law.

Financial Summary

North Shore-LIJ Multispecialty Ventures, LLC
will acquire 50.1% interest in the operations of
South Shore Surgery Center, LLC via
$5,261,965 cash equity as provided for in the
membership interest purchase agreement. The
payment will be made by NS-LIJ from their
current operations.

There are no project costs associated with this
application.

Budget Revenues $5,768,419
Expenses $4,607,606
Net $1,160,813
Income/(Loss)
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Recommendations

Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management
Approval with an expiration of the operating certificate two years from the date of the Public
Health and Health Planning Council recommendation letter, contingent upon:
1. Submission of a signed agreement with an outside independent entity satisfactory to the Department
to provide quarterly reports to the DOH. Said reports should include:
a. Data showing actual utilization including procedures
b. Data showing breakdown of visits by payor source;
c. Data showing number of patients who needed follow-up care in a hospital within seven days
after ambulatory surgery;
d. Data showing humber of emergency transfers to a hospital,
e. Data showing percentage of charity care provided, and
f.  Number of nosocomial infections recorded during the year in question. [RNR]
2. Submission of a photocopy of the applicant’s Restated and Amended Articles of Organization,
acceptable to the Department. [CSL]
3. Submission of a photocopy of the applicant’s filing with the Secretary of State of the Restated and
Amended Articles of Organization, acceptable to the Department. [CSL]
4. Submission of a photocopy of the applicant’s Development and Administrative Service Agreement,
acceptable to the Department. [CSL]
5. Submission of a photocopy of the applicant’s First Amendment to the Amended and Restated
Development and Administrative Service Agreement, acceptable to the Department. [CSL]
6. Submission of a photocopy of the applicant's Amended and Restated Operating Agreement
acceptable to the Department. [CSL]
7. Submission of a photocopy of the applicant’'s Purchase Agreement, acceptable to the Department.
[CSL]

Approval conditional upon:

1. The project must be completed within one year from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

Council Action Date
October 8, 2015

|
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Need Analysis |

Project Description

South Shore Surgery Center, LLC, an Article 28 Diagnostic and Treatment Center certified as a multi-
specialty ambulatory surgery center, is requesting a two-year extension of its five year limited life, set to
expire December 17, 2015 (CON 042011). The facility is located at 53 Brentwood Road, Bay Shore,
11706, in Suffolk County. The center provides ear, nose and throat (ENT), orthopedic, pain
management, ophthalmologic, and general surgery services. The center has three operating rooms and
two procedure rooms. South Shore Surgery Center is also seeking to transfer 50.1% membership interest
in the center to North Shore-LIJ Multispecialty Ventures, LLC.

Analysis
The primary service area is Suffolk County.

The table below provides information on projected and actual procedures for Year 3 of the original CON
042011.

CON 042011 Projected Actual
Year 3 (2013) | Year 3 (2013)
4,950 4,770

The table below provides information on projected and actual utilization by payor for Year 3 of the original
CON 042011

Projections Actual
CON 042011 Year 3 (2013) | Year 3 (2013)
Medicare FFS/MC 23.59% 7.0%
Medicaid FFS/MC 5.65% 5.8%
Commercial 14.16% 37.9%
Private Pay/Other 50.96% 48.9%
Charity Care 5.65% 0.4%
Total 100% 100%

The table below provides information on utilization for 2014 and projections for Year 1.

2014 Projections

CON 151200 Actual Years 1

Medicare FES/MC 8.7% 8.7%
Medicaid FFS/MC 12.0% 11.8%
Commercial 32.6% 32.1%
Private Pay/ Other 46.6% 45.9%
Charity Care 0.1% 1.5%
Total: 100% 100%

Since the passage of the Affordable Care Act, access to healthcare coverage has improved in New York
State, which means fewer people needing traditional charity care. Through February 2015, the number of
uninsured individuals in Suffolk County has dropped from 168,000 before passage of the Affordable Care
Act to approximately 21,600 after passage (an 87% drop). Approximately 59% of these newly insured
people enrolled in Medicaid.

South Shore Surgery Center has engaged in an outreach effort to the Vietnam Veterans and the LI
Immigrant Alliance to provide charity care. So far, the center has not received any referrals from these
organizations. The center established a Charity Care policy which established guidelines under which the
center will provide care for free or at a reduced cost to patients who are unable to pay.

|
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In recognition of the need for the center to improve its charity care, the center has developed a detailed
action plan going forward. The center, upon approval of the membership transfer request, will become
part of the North Shore-LIJ organization, and will participate in North Shore-LIJ’s robust charity program.
The center has contacted the Dolan Family Health Center to provide charity care to its patients. The
Dolan Family Health Center is part of Huntington Hospital, and it has committed to work diligently to refer
underserved and uninsured patients to South Shore for treatment.

With these efforts, the applicant feels it can achieve a charity care level of 1.5% in the next two years.
South Shore Surgery Center is committed to serving individuals needing care regardless of the source of
payment or the ability to pay.

Conclusion

Even though the number of uninsured individuals in New York State and Suffolk County has dropped
sharply since the implementation of the ACA and New York State’s health insurance exchange, South
Shore’s charity care level has been unduly modest. However, it is reasonable to expect that under its
proposed more detailed action plan for reaching uninsured individuals, and its connection with the North
Shore-LIJ organization, South Shore will be able to achieve its newly proposed level of 1.5 percent charity
care within the proposed two-year period of limited life extension.

Recommendation
From a need perspective, contingent approval is recommended.

Program Analysis

Program Proposal

South Shore Surgery Center, LLC requests approval for a two-year extension following a five-year
conditional limited life approval (granted on March 14, 2008 in Project Number 042011). Additionally, the
Center requests approval to transfer 50.1% membership interest to North Shore-LIJ Multispecialty
Ventures, LLC.

The Center is not proposing to add any services, expand or renovate the facility.

Character and Competence

The Center's current membership is comprised of 13 individual physician members (70.00%) and four
individuals (30.00%) who are members of Cataract and Laser Center Partners, LLC d/b/a Ambulatory
Surgical Centers of America (ASCOA). Upon approval, the Center’'s membership would be: 13 Class A
individual physician members (34.93%); four Class B individual ASCOA members (14.97%); and Class C
member North Shore-LIJ Multispecialty Ventures, LLC (50.1%).

The proposed managers of South Shore Surgery Center are:

Name Affiliation

*Luke Lambert ASCOA

*Sanford Ratzan, MD Physician Member

*James Marzec, MD Physician Member, Medical Director
*Joseph Bonafede, MD Physician Member

*Charles Ruotolo, MD Physician Member

John McGovern North Shore-LIJ Multispecialty Ventures, LLC
Dennis Dowling North Shore-LIJ Multispecialty Ventures, LLC
Laurence A. Kraemer North Shore-LIJ Multispecialty Ventures, LLC
Robert Power North Shore-LIJ Multispecialty Ventures, LLC

*existing members/managers and not subject to review under this CON
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The sole member of North Shore-LI1J Multispecialty Ventures, LLC is North Shore University Hospital
(NSUH), an existing voluntary, not-for-profit tertiary care hospital located in Manhasset (Nassau County).
NSUH is a member of the North Shore-Long Island Jewish Health System (NSLIJHS). The Board of
Trustees for NSLIJHS is comprised of 131 members, all of whom were subject to Character and
Competence review.

Staff from the Division of Certification & Surveillance reviewed the disclosure information submitted
regarding licenses held, formal education, training in pertinent health and/or related areas, employment
history, a record of legal actions, and a disclosure of the applicant’s ownership interest in other health
care facilities. Licensed individuals were checked against the Office of Medicaid Management, the Office
of Professional Medical Conduct, and the Education Department databases as well as the US
Department of Health and Human Services Office of the Inspector General Medicare exclusion database.

Mr. Michael Ashner disclosed two settled civil legal matters involving allegations of breach of fiduciary
duty, abuse of control, mismanagement, waste of corporate assets and unjust enrichment on the part of
the board.

Mr. Alan Chopp disclosed affiliation with several long-term care health facilities, some of which had been
subjected to enforcement actions. In Stipulation and Orders (S&Os) dated April 21, 2009 and July 16,
2009, the Department cited Avalon Gardens Rehabilitation and fined the facility a total of $6,000 for
Quality of Care issues. On September 29, 2005, June 13, 2007, and December 16, 2011, S&Os were
issued to Bayview Nursing & Rehabilitation Center and the facility was fined a total of $19,000 for
problems with Comprehensive Care Plans, and Quality of Life/Quality of Care issues. Civil money
penalties (CMPs) were collected in the amount of $74,658.64 and a Denial of Payment for new
admissions was imposed between November 24, 2004 and January 10, 2005. Four S&Os (dated June
12, 2007, June 1, 2009, December 6, 2010, and May 24, 2011) revealed the Hamptons Center for
Rehabilitation and Nursing had been cited several times by the Department for issues related to Quality of
Care, Administration and Facility Practices and CMPs totaling $13,353 were collected.

Mr. Epstein disclosed that the Jewish Board of Family and Children’s Services with which he is affiliated
had recently entered into a settlement with the NY Office of Medicaid Inspector General to reconcile
excess payments received relative to Office of Mental Health’s reimbursement methodology.

Mr. Richard Goldstein disclosed that he had been both a director and shareholder of corporation which
filed for bankruptcy protection in 2009 then subsequently sold their assets.

Mr. Hiltz disclosed that, as a registered broker dealer, his firm is regulated by NASD and FINRA and is
subject to regular examinations. On two occasions, the firm agreed to the imposition of regulatory fines
(each under $5,000) for routine business claims rather than pursue a dispute resolution process.

Mr. Richard Horowitz disclosed that he had been named as a defendant (among other Members of the
Board of Trustees and employees of the Children’s Medical Fund (CMF)) in a pending lawsuit filed by an
individual for employment discrimination and sexual harassment. Mr. Horowicz stated he has no personal
involvement and is named by virtue of his professional association with CMF.

Mr. Seth Horowitz disclosed that, in June 2012, a company he is affiliated with entered into a settlement
with the Securities and Exchange Commission (SEC) and agreed to a Consent Judgment to settle the
civil action filed by the SEC.

Mr. Charles Merinoff disclosed that he had been named in an employment action involving a company
that he was affiliated with in 2009. The matter was settled at arbitration in July 2012.

Dr. Peress disclosed one open malpractice case pending trial in Putnam County.

Mr. Ranieri disclosed that a company with which he was affiliated had entered into a settlement
agreement in March 2013 with the SEC for failure to adequately oversee a third party’s activities in 2008
related to marketing a particular fund.
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Mr. Rosenthal disclosed that, in 2005, a shareholder lawsuit involving governance issues was brought
against a company with which he was affiliated and all Directors were sued. The matter was subsequently
settled.

Mr. Sahn disclosed a settled malpractice action that had been initiated in 2012 against a firm in which he
was a Senior Partner.

Ms. Schlissel disclosed one pending and two settled civil legal matters related to unpaid legal fees
involving the law firm in which she is a Managing Attorney.

Compliance with Applicable Codes, Rules and Regulations

This facility has no outstanding Article 28 surveillance or enforcement actions and, based on the most
recent surveillance information, is deemed to be currently operating in substantial compliance with all
applicable State and Federal codes, rules and regulations. This determination was made based on a
review of the files of the Department of Health, including all pertinent records and reports regarding the
facility’s enforcement history and the results of routine Article 28 surveys as well as investigations of
reported incidents and complaints.

In a Stipulation and Order (S&O) dated October 16, 2006, Southside Hospital was fined $14,000 when a
complaint investigation revealed a physician performed a right ovarian cystectomy on a patient who was
admitted and signed consent for removal of a large dermoid cyst on her left ovary.

In an S&O dated December 8, 2006, Forest Hills Hospital was fined $12,000 after an investigation
revealed that surgery was performed on the patient's right side although the patient entered the hospital
for hernia repair on the left side.

In an S&O dated February 6, 2007, Staten Island University Hospital was fined $8,000 based on the
investigation of a patient admitted for a left sided mediastinotomy (insertion of a tube into the chest). The
procedure was begun on the right side of the chest and an anesthesiologist noticed the error ten minutes
into the procedure. In another S&O dated July 23, 2007, the hospital was fined $12,000 due to an
overdose of a controlled substance which caused a patient's death. Nursing administered a drug at a
higher rate than was ordered and continued administration even after the medication had been
discontinued by a surgical resident.

In September 2008, Staten Island University Hospital (SIUH) entered into a settlement with the U.S.
Attorney’s Office, the Office of the Inspector General of the Department of Health and Human Services,
and the Attorney General’'s Office of the State of New York and agreed to pay a monetary settlement of
$76.4M to the federal government and $12.4M to the state and enter into a 5-year Corporate Integrity
Agreement. The settlement covered payments related to stereotactic radiosurgery treatments; provision
of detoxification services above licensed capacity; SIUH’s graduate medical education program; and the
provision of inpatient psychiatric services above licensed capacity.

In an S&O dated December 11, 2008, North Shore University Hospital- Manhasset was fined $18,000
based on post-operative care rendered to an elderly patient. Following surgery for an aneurysm, the
patient developed multiple decubiti, fell out of bed resulting in a dislocated femur and developed renal
failure. It was determined that follow-up care was delayed or inadequate.

In an S&O dated July 8, 2010, Syosset Hospital was fined $42,000 based an investigation of the care a
child received related to an adenotonsillectomy. The patient was improperly cleared for surgery and,
despite multiple comorbidities, was not kept for observation post-operatively. The patient expired after
discharge.

In September 2010, North Shore-Long Island Jewish Health System settled claims without a finding or
admission of fraud, liability or other wrongdoing relative to a qui tam lawsuit filed under the civil False
Claims Act by a private whistleblower and investigated by the U.S. Attorney’s Office. The $2.95M
settlement covered a 10-year period and primarily related to isolated errors in various cost reports rather
than the allegations.
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In November 2010, Civil Investigative Demands (CIDs) for documents, interviews and other information
relating to North Shore University Hospital’s clinical documentation improvement program were issued by
the US Attorney’s Office for the Southern District. The Health System complied, however, to date, there
have been no specific demands for repayment or findings of liability in this matter.

In December 2010, the Civil Division of The United States Department of Justice (DOJ) requested the
Health System execute a one-year tolling agreement to provide the government time to review claims for
payment of implantable cardioverter defibrillators (ICDs) and related services for which Medicare does not
cover. The Health System has executed eight extensions to the initial tolling agreement. When the
government’s review is complete, it may seek repayment of any claims that were not proper as
determined by its resolution model.

In October 2011, the US Attorney’s Office for the Western District of New York initiated a review of
Southside Hospital's inpatient admissions for atherectomy procedures. And, in June 2012, the US
Attorney’s Office for the Eastern District of New York subpoenaed documentation relating to services
rendered at Staten Island University Hospital's inpatient specialized burn unit. To date, the government
has not indicated whether there is any potential liability in either matter.

In October 2012, a Program Integrity Contractor acting on behalf of the Centers for Medicare & Medicaid
Services (CMS) reviewed 33 inpatient cardiac stent claims for 25 Medicare patients that had been
submitted by Lenox Hill Hospital (LHH) between October 2007 and December 2010. The Contractor
determined that, for many of the cases reviewed, documentation did not support inpatient admission
and/or the medical necessity of the of the cardiac stent procedure and requested that LHH undertake a
self-audit and voluntary disclosure. While the Contractor agreed with LHHs conclusions regarding many
of the cases submitted, a demand for payment was issued with respect to those disallowed. LHH is
appealing those claims through the administrative review process.

Recommendation
From a programmatic perspective, approval is recommended.

Financial Analysis |

Membership Interest Purchase Agreement

The applicant has submitted an executed Membership Interest Purchase Agreement for the change of
50.1% membership interest of South Shore Surgery Center, LLC to be effectuated upon Public Health
and Health Planning Council approval of this application request. The terms of the agreement are
summarized below:

Date: December 19, 2014
Purpose: The sale of 50.1% membership interest in South Shore Surgery Center, LLC.
Sellers: All current South Shore Surgery, LLC members as follows:

¢ Selling 1.88% interest: Drs. Bergson, Bonafede, Campbell, Cussatti, Gargano,
O’Donnell, Litman and Ruotolo;

¢ Selling 4.01% interest: Drs. Fandos, Ratzan, Shalmi, Marzec and Simonsen:

¢ Selling 4.51% interest: Drs. Bombardier, Lambert and Violin; and

e Selling 1.50% interest: Mr. Luke Lambert.

Purchaser: North Shore-LIJ Multispecialty Ventures, LLC
Purchase Price: | $5,261,965 ($105,029.24 per percent)
Payment of Due at closing

Purchase Price

|
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Operating Budget
The applicant has submitted operating budgets for the current year of operations (2014) and for Year One
(2015 dollars) subsequent to receiving a two-year limited life extension, as shown below:

Current Year Year One
Revenues:
Operating $5,762,282 $5,762,282
Non-Operating $6,137 $6,137
Total Revenues $5,768,419 $5,768,419
Expenses:
Operating $3,440,279 $3,488,804
Capital $1,118,802 $1,118,802
Total Expenses $4,559,081 $4,607,606
Net Income/(Loss) $1,209,338 $1,160,813
Utilization (procedures) 6,526 6,614
Cost per procedure $698.60 $696.64

Utilization by payor source related to the submitted operating budget is as follows:

Current Year Year One

Payor Source: Procedures % Procedures %

Medicare FFS 440 6.7% 440 6.7%
Medicare MC 131 2.0% 131 2.0%
Medicaid FFS 6 0.1% 6 0.1%
Medicaid MC 774 11.9% 774 11.7%
Commercial MC 2,126 32.6% 2,126 32.1%
Private Pay/Other 3,039 46.6% 3,039 45.9%
Charity Care 10 0.1% 98 1.5%
Total 6,526  100.0% 6,614 100.0%

Per South Shore’s establishment CON, Medicaid and Charity Care utilization were projected to be 5.65%
and 5.65%, respectively, of total procedures in the first and third year of operation. As documented in the
AHCEF cost reports filed with the Department, and supported by their SPARCS data submissions, the
facility has experienced difficulty meeting a modest charity care level to date. However, Medicaid
utilization was 2.3% (2011), 2.9% (2012), and 5.8% (2013) of their total caseload. The applicant
indicated that they achieved 12.0% Medicaid in 2014 and this trend continues through to the present with
Medicaid now comprising 12.77% of total cases.

The applicant provided documentation attesting to the declining number of uninsured persons in Suffolk
County due to the impact of the Affordable Care Act and ongoing enrollments in insurance products, such
as those available to individuals through the New York State of Health exchange marketplace.

To improve their efforts to treat underserved populations, South Shore has implemented an action plan,
the main part of which revolves around tapping into NS-LIJ’s robust charity care program. Also, to
increase charity care referrals, the facility has reached out to the Dolan Family Health Center, which is
operated by Huntington Hospital and is part of NS-L1J, and will reach out to Hudson River Healthcare, a
Federally Qualified Health Center that is in the process of acquiring the operations of Suffolk County
clinics. South Shore has provided a letter of understanding from the Dolan Center committing to refer
appropriate uninsured and underinsured patients to the Center for treatment.

With these efforts and program changes, the applicant feels they can achieve a minimum charity care of

1.5% utilization by the end of Year One.
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Capability and Feasibility
There are no project costs associated with this application.

North Shore-LIJ Multispecialty Ventures, LLC will acquire 50.1% of the operations of South Shore
Surgery Center, LLC for $ 5,261,965 which will be funded via cash equity from North Shore-LIJ. BFA
Attachment B is North Shore-L1J’s 2012-2014 certified financial statements, which shows the entity has
sufficient liquid assets to cover the purchase price associated with this project.

The submitted budget indicates an excess of revenues over expenses of $1,160,813 during Year One.
Revenues are based on current reimbursement methodologies for FASC services. The budget appears
reasonable.

BFA Attachment A is South Shore’s financial summary for 2012-2014, which shows the entity had an
average negative working capital of $85,338, an average positive equity position of $300,184 and an
average net income of $1,386,679 for the period. The negative working capital position is due to
standard operations of the facility. The members have an agreement in place whereby they agree to
contribute equity as needed to cover any working capital shortfalls.

BFA Attachment B is the 2012-2014 financial summary for North Shore-LIJ, which shows a positive
working capital position of $1,411,464,000, a positive equity position of $2,750,799,000 and a positive net
income of $234,918,000 for the period.

The applicant has demonstrated the capability to proceed in a financially feasible manner and approval is
recommended.

Recommendation
From afinancial perspective, approval is recommended.

Attachments |

BFA Attachment A South Shore Surgery Center, LLC 2012-2014 financial statements
BFA Attachment B North Shore-LIJ 2012-2014 financial statements
BFA Attachment C Organization Chart
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NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY. Of Health

Project # 151201-E
Crystal Run Ambulatory Surgery Center of Middletown

Program:

Purpose: Establishment

Diagnostic and Treatment Center

County: Orange
Acknowledged: May 1, 2015

Executive Summary

Description

Crystal Run Ambulatory Surgery Center of
Middletown, LLC (the Center), an existing
proprietary Article 28 Diagnostic and Treatment
Center (D&TC) located at 95 Crystal Run Road,
Middletown (Orange County), is requesting
indefinite life. The D&TC is certified as a multi-
specialty freestanding ambulatory surgery center
(FASC) and provides services in the following
areas: general surgery, gastroenterology,
gynecology, orthopedics, otolaryngology, plastic
surgery, urology, pain management, and
dermatology. The facility was approved by the
Public Health Council with a five-year limited life
under CON #082080 and began operation
effective April 19, 2010. The FASC's limited life
expired on April 18, 2015 and the Center notified
the Department before their limited life expiration
date requesting a stay pending submission of
this application.

The Center is not proposing to add or change
any services, or to expand or renovate the
facility.

Crystal Run Ambulatory Surgery Center of
Middletown, LLC consists of the following two
members:
¢ Crystal Run Healthcare LLP (60%), a multi-
specialty group practice currently
comprised of 122 physician partners, with
administrative offices at 155 Crystal Run
Road, Middletown; and
e Orange Regional Medical Center (40%), a
383-bed non-profit hospital located at 707
East Main Street, Middletown.

BFA Attachment A provides an Organizational
Chart of the FASC and a listing of the current

physician partners of Crystal Run Healthcare

LLP.

OPCHSM Recommendation
Contingent Approval

Need Summary

Based on CON 082080, Crystal Run projected
12,000 procedures in Year 1 (2010) and Year 3
(2012). Medicaid procedures was projected at
four (4) percent and charity care was projected
at two (2) percent. Based on the Annual Reports
submitted by the applicant, the number of total
procedures was 8,090 in Year 1 (2010) and
13,048 in Year 3 (2012). Actual charity care in
Year 3 (2012) was 0.46 percent.

Upon approval of this project, Crystal Run
projects 11,145 visits in Years 1 and 3 with 15.8
percent Medicaid visits and two (2) percent
charity care. There will be no changes in
services.

Program Summary

Based on the information reviewed, staff found
nothing that would reflect adversely upon the
applicant’s character and competence or
standing in the community.
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Financial Summary
There are no project costs associated with this
application.

Budget: Year One Year Three
Revenues $13,674,585 $3,674,585
Expenses 11,631,017 11,655,139
Net Income  $2,043,568 $2,019,446
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Recommendations

Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management

Approval contingent upon:

1. Submission of an affidavit, acceptable to the Department, attesting that there have been no changes
to the legal documentation as originally approved by the Department. [CSL]

Approval conditional upon:

1. The project must be completed within three years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

Council Action Date
October 8, 2015
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Need Analysis |

Project Description

Crystal Run Ambulatory Surgery Center of Middletown, LLC, an Article 28 Diagnostic and Treatment
Center certified as a multi-specialty ambulatory surgery center, is requesting permission to convert to
indefinite life following a five year limited life with an OpCert dated April 19, 2010 to April 18, 2015 (CON
082080). This ambulatory surgery center provides gastroenterology, gynecology, orthopedic,
otolaryngology, plastic surgery, urology, pain management, dermatology and general surgery services. It
is located at 95 Crystal Run Road, Middletown, 10941, in Orange County. Crystal Run has five operating
rooms and two procedure rooms.

Analysis
The primary service area is Orange County.

The table below provides information on projections and utilization for Years 1 and 3 based on CON
082080.

Actual- Actual-
Procedures- Procedures-
Projections- | Projections- Annual Annual
CON 082080 Procedures Procedures Reports Reports
Crystal Run Year 1 (2010) | Year 3 (2012) | Year 1 (2010) Year 3 (2012)
Total 12,000 12,000 8,090 13,048

The table below provides information on projections by payor for CON 082080 and actual for 2012.

Projections

CON 082080 Years 3 Actual

Projections (2012) (2012)

Medicaid FFS/MC 4.0% 12.3%
Medicare FFS/MC 29.0% 16.3%
Commercial FFS/MC 60.0% 70.9%
Charity Care 2.0% .5%
Private Pay 5.0% ---
All Other | | e
Total 100% 100%

The table below provides information on utilization for 2014 and projections for Years 1 and 3 for this
project.

CON 151201 Projections

Projections Actual 2014 | Years 1 and 3
Medicaid FFS /MC 15.2% 15.4%
Medicare FFS/MC 18.4% 18.7%
Commercial FFS/MC 33.0% 33.2%
All Other 24.3% 24.4%
Charity Care 2.9% 2.0%
Private Pay 6.2% 6.4%
Total: 100% 100%
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The center has made a concerted effort to provide Charity Care and reduced fee care to the residents of
Orange County. The center re-evaluated the amount of bad debt and determined that 120 cases in 2013
and 266 cases in 2014 could be labeled charity care. This increased the amount of charity care provided
to 1.5% in 2013 and 2.9% in 2014.

Since the passage of the Affordable Care Act, access to healthcare coverage has improved in New York
State, which means fewer people needing traditional Charity Care. Through February 2015, the number
of uninsured in Orange County has dropped from 47,000 before passage of the Affordable Care Act to
15,500 after passage (represents a 67% drop). Approximately 65% of these newly insured people have
been enrolled in Medicaid plans.

Early in 2014, it was identified that the center was not providing Charity Care at a level that met
projections. The center developed an action plan to improve efforts to provide Charity Care which
included the following steps:
e Designated one staff member to focus on Charity Care efforts.
e Initiated a free colonoscopy screening program with Middletown Community Health Center (a
FQHC).
e Expanded the free colonoscopy program to include patients of The Greater Hudson Valley
Family Health Center (another FQHC).
o Performed community outreach to patients with large outstanding balances to provide
information and the criteria for inclusion in the Charity Care Program offered at the center.

Crystal Run is committed to serving individuals needing care regardless of the source of payment or the
ability to pay.

Conclusion

Although Crystal Run’s level of charity care has been modest, this has occurred in the midst of a major
decline in the number of uninsured in Orange County. The facility’s relatively low level of charity care to
date is also somewhat ameliorated by its absorption of bad debt that could be considered charity care,
and by the ASC's implementation of a strengthened action plan to reach uninsured individuals. Moreover,
Crystal Run’s volume of services to Medicaid clients has reached over 3.5 times the facility’s original
projection. These circumstances indicate a reasonable and sustained effort to extend services to the
underserved in the Orange County area. Therefore, certification for indefinite life should be granted.

Recommendation
From a need perspective, approval is recommended.

|
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Program Analysis |

Program Proposal

Crystal Run Ambulatory Surgery Center of Middletown, LLC, an existing Article 28 Diagnostic and
Treatment Center certified as a multi-specialty ambulatory surgery center, located at 95 Crystal Run Road
in Middletown (Orange County), is requesting permission to convert to indefinite life following a five year
conditional, limited life approval (initially approved in CON #082080).

The Center's two members are Orange Regional Medical Center, a 383-bed hospital located in
Middletown with a 40% membership interest and Crystal Run Healthcare LLP, a multi-specialty group
practice comprised of 123 physician partners, with a 60% membership interest.

The Center is not proposing to add any services, expand or renovate the facility. Stephen Cagliostro,
M.D. will continue to serve as the Center's Medical Director.

Compliance with Applicable Codes, Rules and Regulations

The medical staff will continue to ensure that procedures performed at the facility conform to generally
accepted standards of practice and that privileges granted are within the physician's scope of practice
and/or expertise. The facility’s admissions policy will include anti-discrimination regarding age, race, creed,
color, national origin, marital status, sex, sexual orientation, religion, disability, or source of payment. All
procedures will be performed in accordance with all applicable federal and state codes, rules and
regulations, including standards for credentialing, anesthesiology services, nursing, patient admission and
discharge, a medical records system, emergency care, quality assurance and data requirements.

This facility has no outstanding Article 28 surveillance or enforcement actions and, based on the most
recent surveillance information, is deemed to be currently operating in substantial compliance with all
applicable State and Federal codes, rules and regulations. This determination was made based on a review
of the files of the Department of Health, including all pertinent records and reports regarding the facility’s
enforcement history and the results of routine Article 28 surveys as well as investigations of reported
incidents and complaints.

Recommendation
From a programmatic perspective, approval is recommended.

|
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Financial Analysis |

Operating Budget

The applicant has submitted operating budgets, in 2015 dollars, for the current year of operations and for
year one and year three subsequent to approval of this application, as shown below:

Current Year Year One Year Three
Revenues:
Medicare Fee For Service $1,786,513 $1,837,137 $1,837,137
Medicaid Fee For Service 80,085 83,332 83,332
Medicaid Managed Care 1,788,940 1,855,844 1,855,844
Commercial Fee For Service 5,065,592 5,213,417 5,213,417
Private Pay 967,647 1,070,439 1,070,439
Other/Government 3,807,657 3,614,416 3,614,416
Total Revenues $13,496,434 $13,674,585 $13,674,585
Expenses:
Operating $9,306,225 $9,803,676 $9,803,676
Capital 1,821,592 1,827,341 1,851,463
Total Expenses $11,127,817 $11,631,017 $11,655,139
Net Income $2,368,617 $2,043,568 $2,019,446
Utilization (Cases) 10,716 11,145 11,145
Cost Per Case $1,038.43 $1,043.61 $1,045.77
Utilization broken down by payor source for the respective years is as follows:
Current Year Year One Year Three
Payor Source Cases % Cases % Cases %

Commercial Fee For Service 3,623 33.8% 3,706 33.2% 3,705 33.2%
Medicare Fee For Service 2,026 189% 2,080 18.7% 2,080 18.7%
Medicaid Fee For Service 74 0.7% 77 0.7% 77 0.7%
Medicaid Managed Care 1577 147% 1,635 147% 1,635 14.7%
Private Pay 684 6.4% 708 6.4% 708 6.4%
Charity 60 0.6% 223 2.0% 223 2.0%
Other/Government 2672 249% 2,717 24.4% 2,717 24.4%

10,716 100.0% 11,145 100.0% 11,145 100.0%

Per the Center’s establishment CON, Medicaid and charity care utilization were projected to be 4% and
2%, respectively, of total procedures in the first and third years of operation. As documented in the AHCF
cost reports filed with the Department, and supported by their SPARCS data submissions, the facility has
experienced difficulty meeting the 2% charity care level to date. However, Medicaid utilization was 11.4%
(2011), 12.4% (2012), and 12.9% (2013) of their total caseload, far exceeding their initial projections. The
applicant indicated that this trend continues through to the present with Medicaid now comprising 15.4%
of total cases.

The applicant provided documentation attesting to the declining number of uninsured persons in Orange
County due to the impact of the Affordable Care Act and ongoing enrollments in insurance products, such
as those available to individuals through the New York State of Health exchange marketplace. The
applicant further indicated that, despite increased insurance coverage, many cases still result in bad debt
(defined as an amount higher than $300 for which no payment is received) due to high deductibles and

|
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co-pays. By working with their collection agency they identified 120 cases in 2013 and 266 cases in 2014
they believe could fairly have been classified as charity care.

To improve charity care service delivery, the applicant created a Charity Care Team in 2014 devoted to
enhancing services to the underserved. Highlights of their efforts include the following:

¢ A full-time Center employee (1.0 FTE) is dedicated specifically to charity care outreach.

e For patients with outstanding balances, outreach letters are sent to advise them of the Center's
Charity Care Program if it is determined they meet the Center’s charity care criteria. Follow-up
contact is made for those that continue to have large balances.

e A process was created for contacting patients prior to the procedure date to explain and offer their
Charity Care Program if it is determined they will have a large out-of-pocket amount and/or no
insurance coverage.

e In 2012 the FASC initiated a free colonoscopy screening program with Middletown Community
Health Center, a FQHC. The Center expanded this program to include another FQHC, Greater
Hudson Valley Family Health Center located in Newburgh.

With these efforts and program changes, the applicant feels they can achieve a minimum charity care of
2% utilization by the end of year one.

Capability and Feasibility
There are no project costs associated with this application.

The submitted budgets indicate a net income of $2,043,568 and $2,019,446 during the first and third
years, respectively. Revenues are based on current reimbursement methodologies. The budgets are
reasonable.

BFA Attachment B is the 2013 and 2014 certified financial statements of Crystal Run ASC of Middletown,
LLC. As shown, the facility had an average positive working capital position and an average positive net
asset position for these years. Also, the entity achieved an average net income from operations of
$2,710,314 from 2013 through 2014.

BFA Attachment C provides the internal financial statements of Crystal Run ASC of Middletown, LLC as
of June 30, 2015. As shown, the entity had a positive working capital position and a positive net asset
position for the period. Also, the entity achieved a net income from operations of $538,872 through June
30, 2015.

The applicant has demonstrated the capability to proceed in a financially feasible manner.

Recommendation
From afinancial perspective, approval is recommended.

Attachments |

BFA Attachment A Organizational Chart and Member Listing - Crystal Run ASC of Middletown, LLC
BFA Attachment B 2013 and 2014 certified financial statements of Crystal Run ASC
BFA Attachment C  Crystal Run ASC's internal financial statements as of June 30, 2015
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NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY.

of Health

Project # 151226-E
DHCH, LLC d/b/a Digestive Health Center of Huntington

Program: Diagnostic and Treatment Center County: Suffolk

Purpose: Establishment

Acknowledged: May 20, 2015

Executive Summary

Description

DHCH, LLC, an existing NY limited liability
company, is requesting to become the new
operator of an existing New York proprietary
Article 28 freestanding ambulatory surgical
center (FASC) located at 195 East Main Street,
Suite A, Huntington (Suffolk County). Digestive
Health Center of Huntington, Inc. will transfer
100% of the Center's assets and liabilities to
DHCH, LLC in exchange for 100% of the
membership interest of DHCH, LLC.
Simultaneously upon closing, Digestive Health
Center of Huntington, Inc. will transfer 51% of its
ownership interest in DHCH, LLC, to North
Shore-LI1J Endoscopy Ventures, LLC through a
Membership Interest Purchase Agreement. The
Center’s current lease agreement will be
assigned to the newly established entity, DHCH,
LLC. There will be no change or disruption in
services.

Ownership of the FASC before and after the
requested change is as follows:

Current Operator
Digestive Health Center of Huntington, Inc.
d/b/a Digestive Health Center of Huntington
Members: %

Paul Bermanski 37.25%
Richard Fried 37.25%
Zvi Alpern 9.90%
David Purow 7.60%
Michael Moseson 4.00%
Mark Dobriner 4.00%

Proposed Operator
DHCH, LLC d/b/a Digestive Health Center of

Huntington
Members:
Digestive Health Center of Huntington, Inc. 49%
Members:
Paul Bermanski 37.25%
Richard Fried 37.25%
Zvi Alpern 9.90%
David Purow 7.60%
Michael Moseson 4.00%
Mark Dobriner 4.00%
North Shore-LIJ Endoscopy Ventures, LLC 51%
Member:
North Shore University
Hospital, Inc. 100%

The sole member of North Shore-LIJ Endoscopy
Ventures, LLC is North Shore University
Hospital, Inc., a voluntary not-for-profit 804-bed
tertiary care hospital located at 300 Community
Drive, Manhasset. North Shore University
Hospital is a member of the North Shore-Long
Island Jewish Health System, Inc. (NS-LIJ). NS-
L1J is a comprehensive integrated delivery
system formed to ensure the delivery of a broad
range of quality healthcare services to the
community it serves and to achieve economies
of scale through consolidation, cooperation and
joint planning among its members. Also, the
hospital is a member of the NS-LIJ obligated
group, formed to provide its members an
enhanced credit position and expanded access
to capital markets.
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OPCHSM Recommendation
Contingent Approval

Need Summary
There will not be any changes in services as
a result of the proposed change in ownership.

Program Summary

Based on the results of this review, a favorable
recommendation can be made regarding the
facility’s current compliance pursuant to 2802-

(3)(e) of the New York State Public Health Law.

Financial Summary

North Shore-LIJ Endoscopy Ventures, LLC will
acquire 51% interest in the operations of the
Center via $4,768,500 cash equity as provided
for in the membership interest purchase
agreement. The payment will be made by NS-
LI1J from their current operations.

There are no project costs associated with this
application.

Budget: Year One
Revenues $3,615,485
Expenses 2,703,950
Net Income $911,535
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Recommendations

Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management

Approval contingent upon:

1. Submission of an executed Administrative Services Agreement, acceptable to the Department.
[HSP]

2. Submission of an executed lease assignment agreement, acceptable to the Department of Health.
[BFA]

3. Submission of an executed contribution/asset transfer agreement, acceptable to the Department of
Health. [BFA]

4. Submission of an executed administrative service agreement, acceptable to the Department of
Health. [BFA]

5. Submission of the executed Articles of Organization of DHCH, LLC acceptable to the Department.
[CSL]

6. Submission of the executed Operating Agreement of DHCH, LLC acceptable to the Department.
[CSL]

Approval conditional upon:

1. The project must be completed within three years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

Council Action Date
October 8, 2015

|
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Need Analysis |

Project Description

DHCH, LLC is requesting approval to become the operator of Digestive Health Center of Huntington, Inc.,
an existing ambulatory surgery center specializing in gastroenterology ambulatory surgery services. The
center is located at 195 East Main St, Huntington, 11743, in Suffolk County.

Background and Analysis

Digestive Health Center of Huntington, Inc. has been providing gastroenterology surgery services to the
residents of Suffolk County since 2003. The center performed a total of 3,813 procedures in 2011; 4,443
procedures in 2012; and 4,708 procedures in 2013. (Source: AHCF cost reports) The applicant reports
that physicians at the center performed 61 endoscopic procedures at no charge for patients at
Huntington Hospital in 2014.

Conclusion
There will not be any changes in services as a result of the proposed change in ownership.

Recommendation
From a need perspective, approval is recommended.

Program Analysis |

Program Proposal

DHCH, LLC is requesting approval to become the operator of Digestive Health Center of Huntington, Inc., an
existing Article 28 Diagnostic and Treatment Center certified as a single (gastroenterology) specialty
ambulatory surgery center, located at 195 East Main Street, Suite A in Huntington (Suffolk County). The
current operator will convey assets and certain liabilities to DHCH, LLC in exchange for 100% of the
membership interests of DHCH, LLC. Additionally, Digestive Health Center of Huntington, Inc. seeks to
transfer 51.0% of its membership interest in DHCH, LLC to North Shore-LIJ Endoscopy Ventures, LLC.

The Center is not proposing to add any services, expand or renovate the facility or change anything about
the Center (other than its ownership structure) in this application. Paul Bermanski, M.D., an existing
founding member of the Center will continue to serve as the Center's Medical Director.

Character and Competence
Following this transaction, DHCH, LLCs ownership composition will be as follows:

Member Name Current | Proposed
Digestive Health Center of Huntington, Inc. 100% 49.0%
*Paul Bermanski, MD (37.25%)
*Richard Fried, MD (37.25%)
*Zvi Alpern, MD (9.90%)
*David Purow, MD (7.60%)
*Michael Moseson, MD (4.00%)
*Mark Dobriner, MD (4.00%)
North Shore LIJ Endoscopy Ventures,LLC | = - 51.0%
Managers: Dennis Dowling
Laurence A. Kraemer, Esq.
John McGovern

*Not subject to a Character and Competence Review for this project.

|
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The sole member of North Shore-LIJ Endoscopy Ventures, LLC is North Shore University Hospital
(NSUH), an existing voluntary, not-for-profit tertiary care hospital located in Manhasset (Nassau County).
NSUH is a member of the North Shore-Long Island Jewish Health System (NS-LIJ). The Board of
Trustees for NS-LIJ is comprised of 131 members who were subject to Character and Competence
review.

The existing, approved stockholders (6 individual physician members) of Digestive Health Center of
Huntington, Inc. will not change as a result of this project. The proposed Managing Director of DHCH,
LLC will be David Purow, M.D.

Staff from the Division of Certification & Surveillance reviewed the disclosure information submitted
regarding licenses held, formal education, training in pertinent health and/or related areas, employment
history, a record of legal actions, and a disclosure of the applicant’s ownership interest in other health
care facilities. Licensed individuals were checked against the Office of Medicaid Management, the Office
of Professional Medical Conduct, and the Education Department databases as well as the US
Department of Health and Human Services Office of the Inspector General Medicare exclusion database.

Mr. Michael Ashner disclosed two settled civil legal matters involving allegations of breach of fiduciary
duty, abuse of control, mismanagement, waste of corporate assets and unjust enrichment on the part of
the board.

Mr. Alan Chopp disclosed affiliation with several long-term care health facilities, some of which had been
subjected to enforcement actions. In Stipulation and Orders (S&Os) dated April 21, 2009 and July 16,
2009, the Department cited Avalon Gardens Rehabilitation and fined the facility a total of $6,000 for
Quality of Care issues. On September 29, 2005, June 13, 2007, and December 16, 2011, S&Os were
issued to Bayview Nursing & Rehabilitation Center and the facility was fined a total of $19,000 for
problems with Comprehensive Care Plans, and Quality of Life/Quality of Care issues. Civil money
penalties (CMPs) were collected in the amount of $74,658.64 and a Denial of Payment for new
admissions was imposed between November 24, 2004 and January 10, 2005. Four S&Os (dated June
12, 2007, June 1, 2009, December 6, 2010, and May 24, 2011) revealed the Hamptons Center for
Rehabilitation and Nursing had been cited several times by the Department for issues related to Quality of
Care, Administration and Facility Practices and CMPs totaling $13,353 were collected.

Mr. Epstein disclosed that the Jewish Board of Family and Children’s Services with which he is affiliated
had recently entered into a settlement with the NY Office of Medicaid Inspector General to reconcile
excess payments received relative to Office of Mental Health’s reimbursement methodology.

Mr. Richard Goldstein disclosed that he had been both a director and shareholder of corporation which
filed for bankruptcy protection in 2009 then subsequently sold their assets.

Mr. Hiltz disclosed that, as a registered broker dealer, his firm is regulated by NASD and FINRA and is
subject to regular examinations. On two occasions, the firm agreed to the imposition of regulatory fines
(each under $5,000) for routine business claims rather than pursue a dispute resolution process.

Mr. Richard Horowitz disclosed that he had been named as a defendant (among other Members of the
Board of Trustees and employees of the Children’s Medical Fund (CMF)) in a pending lawsuit filed by an
individual for employment discrimination and sexual harassment. Mr. Horowicz stated he has no personal
involvement and is named by virtue of his professional association with CMF.

Mr. Seth Horowitz disclosed that, in June 2012, a company he is affiliated with entered into a settlement
with the Securities and Exchange Commission (SEC) and agreed to a Consent Judgment to settle the
civil action filed by the SEC.

Mr. Charles Merinoff disclosed that he had been named in an employment action involving a company
that he was affiliated with in 2009. The matter was settled at arbitration in July 2012.

Dr. Peress disclosed one open malpractice case pending trial in Putnam County.
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Mr. Ranieri disclosed that a company with which he was affiliated had entered into a settlement
agreement in March 2013 with the SEC for failure to adequately oversee a third party’s activities in 2008
related to marketing a particular fund.

Mr. Rosenthal disclosed that, in 2005, a shareholder lawsuit involving governance issues was brought
against a company with which he was affiliated and all Directors were sued. The matter was subsequently
settled.

Mr. Sahn disclosed a settled malpractice action that had been initiated in 2012 against a firm in which he
was a Senior Partner.

Ms. Schlissel disclosed one pending and two settled civil legal matters related to unpaid legal fees
involving the law firm in which she is a Managing Attorney.

Compliance with Applicable Codes, Rules and Regulations

This facility has no outstanding Article 28 surveillance or enforcement actions and, based on the most
recent surveillance information, is deemed to be currently operating in substantial compliance with all
applicable State and Federal codes, rules and regulations. This determination was made based on a
review of the files of the Department of Health, including all pertinent records and reports regarding the
facility’s enforcement history and the results of routine Article 28 surveys as well as investigations of
reported incidents and complaints.

In a Stipulation and Order (S&O) dated October 16, 2006, Southside Hospital was fined $14,000 when a
complaint investigation revealed a physician performed a right ovarian cystectomy on a patient who was
admitted and signed consent for removal of a large dermoid cyst on her left ovary.

In an S&O dated December 8, 2006, Forest Hills Hospital was fined $12,000 after an investigation
revealed that surgery was performed on the patient's right side although the patient entered the hospital
for hernia repair on the left side.

In an S&O dated February 6, 2007, Staten Island University Hospital was fined $8,000 based on the
investigation of a patient admitted for a left sided mediastinotomy (insertion of a tube into the chest). The
procedure was begun on the right side of the chest and an anesthesiologist noticed the error ten minutes
into the procedure. In another S&O dated July 23, 2007, the hospital was fined $12,000 due to an
overdose of a controlled substance which caused a patient's death. Nursing administered a drug at a
higher rate than was ordered and continued administration even after the medication had been
discontinued by a surgical resident.

In September 2008, Staten Island University Hospital (SIUH) entered into a settlement with the U.S.
Attorney’s Office, the Office of the Inspector General of the Department of Health and Human Services,
and the Attorney General’'s Office of the State of New York and agreed to pay a monetary settlement of
$76.4M to the federal government and $12.4M to the state and enter into a 5-year Corporate Integrity
Agreement. The settlement covered payments related to stereotactic radiosurgery treatments; provision
of detoxification services above licensed capacity; SIUH’s graduate medical education program; and the
provision of inpatient psychiatric services above licensed capacity.

In an S&O dated December 11, 2008, North Shore University Hospital- Manhasset was fined $18,000
based on post-operative care rendered to an elderly patient. Following surgery for an aneurysm, the
patient developed multiple decubiti, fell out of bed resulting in a dislocated femur and developed renal
failure. It was determined that follow-up care was delayed or inadequate.

In an S&O dated July 8, 2010, Syosset Hospital was fined $42,000 based an investigation of the care a
child received related to an adenotonsillectomy. The patient was improperly cleared for surgery and,
despite multiple comorbidities, was not kept for observation post-operatively. The patient expired after
discharge.
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In September 2010, North Shore-Long Island Jewish Health System settled claims without a finding or
admission of fraud, liability or other wrongdoing relative to a qui tam lawsuit filed under the civil False
Claims Act by a private whistleblower and investigated by the U.S. Attorney’s Office. The $2.95M
settlement covered a 10-year period and primarily related to isolated errors in various cost reports rather
than the allegations.

In November 2010, Civil Investigative Demands (CIDs) for documents, interviews and other information
relating to North Shore University Hospital's clinical documentation improvement program were issued by
the US Attorney’s Office for the Southern District. The Health System complied, however, to date, there
have been no specific demands for repayment or findings of liability in this matter.

In December 2010, the Civil Division of The United States Department of Justice (DOJ) requested the
Health System execute a one-year tolling agreement to provide the government time to review claims for
payment of implantable cardioverter defibrillators (ICDs) and related services for which Medicare does not
cover. The Health System has executed eight extensions to the initial tolling agreement. When the
government’s review is complete, it may seek repayment of any claims that were not proper as
determined by its resolution model.

In October 2011, the US Attorney’s Office for the Western District of New York initiated a review of
Southside Hospital's inpatient admissions for atherectomy procedures. And, in June 2012, the US
Attorney’s Office for the Eastern District of New York subpoenaed documentation relating to services
rendered at Staten Island University Hospital's inpatient specialized burn unit. To date, the government
has not indicated whether there is any potential liability in either matter.

In October 2012, a Program Integrity Contractor acting on behalf of the Centers for Medicare & Medicaid
Services (CMS) reviewed 33 inpatient cardiac stent claims for 25 Medicare patients that had been
submitted by Lenox Hill Hospital (LHH) between October 2007 and December 2010. The Contractor
determined that, for many of the cases reviewed, documentation did not support inpatient admission
and/or the medical necessity of the of the cardiac stent procedure and requested that LHH undertake a
self-audit and voluntary disclosure. While the Contractor agreed with LHHs conclusions regarding many
of the cases submitted, a demand for payment was issued with respect to those disallowed. LHH is
appealing those claims through the administrative review process.

Recommendation
From a programmatic perspective, contingent approval is recommended.

Financial Analysis |

Lease Assignment Agreement:
The applicant has submitted a draft Lease Assignment Agreement for the site, the terms of which are
summarized below:

Premises: 4,856 sq. ft. clinic space, plus 205 sq. ft. of storage, located at 195 East Main Street,
Huntington, NY 11743
Landlord: Chavrusa Realty, LLC

Lessee: Digestive Center of Huntington, Inc.

Assignor: Digestive Center of Huntington, Inc.

Assignee: DHCH, LLC

Term: Current term expires January 31, 2018. There is one three-year renewal term
remaining on the current lease, plus two subsequent five-year term renewal options.

Rental: $160,248 per year ($13,354 per month) with 5% increase in rent per term.

Provisions: | Tenant is responsible for maintenance, utilities, proportionate share of real estate
taxes, and insurance.
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The applicant has submitted an affidavit stating the lease agreement is a non-arm’s length arrangement
in that there is a common ownership as Paul Bermanski, M.D. is 50% owner of the landlord entity,
Chavrusa Realty, LLC. The applicant has submitted letters from two NYS licensed realtors attesting to
the reasonableness of the per square foot rental rate.

Contribution/Asset Transfer Agreement

The applicant has submitted a draft Contribution/Asset Transfer Agreement for transferring the assets
and liabilities of Digestive Health Center of Huntington, Inc. for 100% ownership interest in DHCH, LLC.
The terms are summarized below:

Transferor: Digestive Health Center of Huntington, Inc.

Transferee: | DHCH, LLC

Assets Contributes, conveys, transfers, assign and delivers to its successors all right, title and
Transferred: | interest in the assets used or held for use in connection with the ownership and operation
of the Center. All cash, cash equivalents and marketable securities, all accounts, notes,
refunds, other account receivables, assumed contracts, all rights under the equipment
leases, all furniture fixtures & equipment, inventory, all books/records, all patient records,
claims, cause of actions, the name of the company, all telephones, faxes, all intellectual
properties, software used, all assets, properties, claims, rights and interest of company.

Excluded All permits of company, to the extent not transferable; all benefit plans, all contracts other
Assets: than the assumed contracts; personal items belonging to the owners; all rights and
interest of company.

The applicant has submitted an affidavit, which is acceptable to the Department, in which the applicant
agrees, notwithstanding, any agreement, arrangement or understanding between the applicant and
transferor to the contrary, to be liable for any Medicaid overpayments made to the facility and/or
surcharges, assessments, or fees due from the Seller pursuant to Article 28 of the Public Health Law with
respect to the period of time prior to the applicant acquiring its interest, without releasing the Seller of its
ability and responsibility. Currently, the facility has no outstanding Medicaid audit liabilities or
assessments.

Membership Interest Purchase Agreement

The applicant has submitted an executed Membership Interest Purchase Agreement for the transfer of
51% membership interest in DHCH, LLC to North Shore-LIJ Endoscopy Ventures, LLC to be effectuated
upon Public Health and Health Planning Council approval of this application request. The terms of the
agreement are summarized below:

Date: January 21, 2015

Seller: Digestive Health Center of Huntington, Inc. and DHCH, LLC

Buyer: North Shore-LIJ Endoscopy Ventures, LLC

Assumption of 51% membership interest in administrative service agreement, amended lease,
Assets: license agreement, bank accounts, Managing director agreement, books/records,

permits, company assets, intellectual property & software, furniture/fixtures and
equipment, real property used in operation of the Center; all water oil, gas, electrical,
telecommunications, sewer storm and waste water systems, other utilities services;
all contracts, employees, employee benefits plans, insurance; Seller's right, title and
interest in all assets and properties owned/used by Seller in the business whether
tangible, intangible, real, personal and mixed located on premises including fixed
assets and inventories; all supplies, equipment, vehicles, machinery, furniture,
fixtures, leasehold improvements and other tangible personal property; all proprietary
knowledge, trade secrets, patient, physician and referral lists, technical information,
quality control data, processes, methods or rights; customer and vendor lists,
assigned contracts; all physical and electronic data relating to the business; all other
tangible and intangible property, other than the excluded assets.
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Assumption of 51% Interest in all debts, obligations or liabilities of the business, arising and
Liabilities: whatever type of nature, accrued or un-accrued, fixed or contingent. All liabilities
listed in asset purchase agreement as per membership interest.

Lease Assigned: | Lease associated with premises located at 195 Main Street, Huntington, NY 11743

Purchase Price: | $4,768,500 (subject to change based on working capital balance prior to closing and
long term debt balance at closing).

Hold Back $476,850 in escrow on signing for working capital and long term debt adjustment.
Amount:
Payment of $50,000 in escrow on signing

Purchase Price: | $4,718,500 balance minus hold back amount of $476,850 at the closing.

Administrative Services Agreement
The applicant has submitted a draft Administrative Services Agreement with North Shore LIJ Health Care
Inc., which is summarized as follows:

Facility/Operator: DHCH, LLC

Administrator: North Shore Long Island Jewish Health Care, Inc.

Administrator Fee: | $18,500 per month

Service Provided: | Administrator will oversee collection of accounts, payments of accounts and
indebtedness, accounting and financial records, internal audit, depositories for
funds, purchases and leases, insurance, managed care contracting, legal support,
IT support service, health care analytics, credentialing services, recruitment and
expansion, human resources services, payroll, partner distribution, project
development, budgets and financial planning and contracts for services.

While North Shore Long Island Jewish Health care, Inc. will provide all of the above services, the
Licensed Operator retains ultimate authority, responsibility and control for the operations.

There is a common ownership between the applicant and the administrative service agreement provider
as shown on BFA Attachment B, post-closing organizational chart.

Operating Budget
The applicant has submitted the facility’s year one operating budget, in 2015 dollars, as shown below:

Revenues:

Medicaid Managed Care $204,798
Medicare Fee For Service $417,911
Commercial Managed Care $2,760,044
Private Pay $5,683
Government/Veterans Affairs $227,049
Total Revenue: $3,615,485
Expenses:

Operating $2,405,327
Capital $298,623
Total Expense: $2,703,950
Net Income: $911,535
Utilization (Procedures) 4,708
Cost Per Treatment $574.33
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Utilization by payor source for the first year after the proposed change is as follows:

Payor: Visits %

Medicaid MC 282 5.99%
Medicare FFS 1153 24.49%
Commercial MC 2,971 63.11%
Private Pay 12 0.25%
Charity 95 2.02%
Government/Veterans Affairs 195 4.14%
Total 4,708 100.00%

Revenue, expense and utilization assumptions are based on the applicant’s actual 2013 experience
operating the Center projected forward. Utilization is expected to remain at the current year level of 4,708
procedures. The breakeven utilization is approximately 75% or 3,521 procedures.

The applicant indicated that the Center’s physicians have been performing endoscopic procedures at no
charge for patients of Huntington Hospital's Dolan Family Health Center since the Center opened in 2002.
These charity care procedures are not included in Center's AHCF cost reports filings with the Department,
as they were performed at Huntington Hospital. Effective May 1, 2015, the Center’s physicians began
providing charity care to Huntington Hospital patients at the FASC. The applicant is projecting to achieve
a 2% charity care level by year one and expects to maintain a minimum 2% charity care going forward
through year three. Medicaid utilization is anticipated to be approximately 6% annually.

Capability and Feasibility
There are no project costs associated with this application.

North Shore-LIJ Endoscopy Ventures, LLC will acquire 51% of the operations of DHCH, LLC d/b/a
Digestive Health Center of Huntington for $4,768,500 which will be satisfied from accumulated funds.
BFA Attachment D is the 2013-2014 certified financial statements of North Shore-University Hospital, Inc.,
which shows the entity has sufficient liquid resources to meet the project’s equity requirements.

Working capital requirements are estimated at $450,658 based on two months of year one expenses.
The proposed members will provide the working capital from accumulated funds. BFA Attachments C
and D are the members’ certified financial statements and summaries, which indicate sufficient liquid
resources to meet the equity and working capital requirements.

BFA Attachment E is DHCH, LLC's pro forma balance sheet, which shows operations will start off with
$4,774,000 in members’ equity.

The submitted budget indicates an excess of revenues over expenses of $911,535 during the first year.
Revenues are based on the Center’s actual reimbursement rates by payor, except for Medicaid which is
based on other similar facilities in region. The budget appears reasonable.

BFA Attachment C is the 2011-2014 financial summary for Digestive Health Center of Huntington, Inc.,
which shows an average working capital position of $153,092, an average equity position of $14,608 and
an average net income of $953,182 for the period.

BFA Attachment D is North Shore University Hospital, Inc.’s certified financial summary for 2013 through
2014 which shows an average working capital of $ 1,494,764,500, an average equity position of $
2,911,158,500 and an average net income of $ 85,735,000 for the period.

The applicant has demonstrated the capability to proceed in a financially feasible manner.

Recommendation
From a financial perspective, contingent approval is recommended.

|
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Attachments |

BFA Attachment A Pre Closing Organizational Chart

BFA Attachment B Post Closing Organizational Chart

BFA Attachment C  Digestive Health Center of Huntington, Inc. 2011-2014 Financial Summary and
Internal Financial Summary as of May 2015.

BFA Attachment D North Shore- University Hospital, Inc,2013-2014 Certified Financial Statements

BFA Attachment E ~ DHCH, LLC’s-Pro Forma Balance Sheet

|
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NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY. Of Health

Project # 151246-B
Mid-Bronx Endoscopy Center

Program:
Purpose:

Diagnostic and Treatment Center
Establishment and Construction

County: Bronx
Acknowledged: June 1, 2015

Executive Summary

Description

Mid-Bronx Endoscopy Center, LLC (the Center),
a recently formed New York limited liability
company, requests approval to establish and
construct an Article 28 Diagnostic and
Treatment Center (D&TC) to be certified as a
single-specialty freestanding ambulatory surgery
center (FASC) specializing in gastroenterology.
The Center will be located in approximately
7,700 square feet of leased space on the ground
floor of an existing building at 57 West Burnside
Avenue, Bronx (Bronx County), New York. The
FASC will include four gastroenterology
procedure rooms and preoperative, recovery
and support areas.

The proposed ownership of the Center includes
six classes of members as follows:

1. Class A Members (23 Units): four
participating independent physicians who
are board-certified gastroenterologist
practicing in the Bronx area, each of whom
will own 5.75 units in the Center;

2. Class B Members (7.6 Units): three non-
physician individuals, each of whom will
own 2.53 units in the Center;

3. Class C Member (45 Units): Bronx-
Lebanon Special Care Center, Inc., a New
York not-for-profit corporation that operates
a 240-bed nursing home in the Bronx;

4. Class D Member (10 Units): Harrison Circle
Development Corp. (HCDC), a New York
business corporation whose sole
shareholder, Morris Heights Senior Housing
Development Fund Company, Inc., is
affiliated with the landlord;

5. Class E Members (2.4 Units): Advance
Endoscopy Center, LLC, which is owned by
fifteen individuals (three of which have
ownership interest in the Administrative
Service Agreement provider) and MMC
Holdings West, Inc. whose sole passive
member is Montefiore Medical Center; and

6. Class F Members (12 Units): four
participating physician members who are
board-certified gastroenterologist affiliated
with and employed by Bronx-Lebanon
Hospital Center.

Class A and F members are required to be
licensed and registered physicians remaining in
practice in the Bronx area and able to perform
surgical services at the Center. Based on their
percentage interest, all of the members
generally have the same economic and voting
rights. The business and affairs of the Center
will be managed by a Board of Managers
elected by each membership class, including
three representatives elected by Class A
members and one representative each from
Class B, Class C, Class D and Class F
members.

BFA Attachment A provides a list of the
proposed members of the Center by class and
units of ownership.

OPCHSM Recommendation

Contingent approval with an expiration of the
operating certificate five years from the date of
its issuance.
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Need Summary

The number of projected procedures is 5,936 in
Year 1, with 50 percent Medicaid and two
percent charity care.

Program Summary

Based on the information reviewed, staff found
nothing that would reflect adversely upon the
applicant’s character and competence or
standing in the community.

Financial Summary

Project costs of $3,918,239 will be met by
$391,824 in members’ equity and a $3,526,415
bank loan at 5.5% interest over a six-year term.
A letter of interest has been provided by Wells
Fargo.

Budget:
Year Three
Revenues $4,084,744
Expenses $2,816,366
Net Income $1,268,378
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Recommendations

Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management

Approval with an expiration date of the operating certificate five years from the date of its

issuance, contingent upon:

1. Submission of a check for the amount enumerated in the approval letter, payable to the New York
State Department of Health. Public Health Law Section 2802.7 states that all construction
applications requiring review by the Public Health and Health Planning Council shall pay an additional
fee of fifty-five hundredths of one percent of the total capital value of the project, exclusive of CON
fees. A copy of the check must be uploaded into NSECON. [PMU]

2. Submission of an executed building lease, acceptable to the Department of Health. [BFA]

3. Submission of an executed bank loan commitment for the construction, acceptable to the Department
of Health. [BFA]

4. Submission of an executed working capital loan commitment, acceptable to the Department of
Health. [BFA]

5. Submission of an executed administrative services agreement, acceptable to the Department of
Health. [BFA]

6. Submission of an executed Development and Administrative Services Agreement, acceptable to the
Department. [HSP]

7. Submission of an executed Medical Director Agreement, acceptable to the Department. [HSP]

8. Submission of a statement, acceptable to the Department, that the applicant will consider creating or
entering into an integrated system of care that will reduce the fragmentation of the delivery system,
provide coordinated care for patients, and reduce inappropriate utilization of services. The applicant
will agree to submit a report to the Department beginning in the second year of operation and each
year thereafter detailing these efforts and the results. [RNR]

9. Submission by the governing body of the ambulatory surgery center of an Organizational Mission
Statement which identifies, at a minimum, the populations and communities to be served by the
center, including underserved populations (such as racial and ethnic minorities, women and
handicapped persons) and the center’'s commitment to meet the health care needs of the community,
including the provision of services to those in need regardless of ability to pay. The statement shall
also include commitment to the development of policies and procedures to assure that charity care is
available to those who cannot afford to pay. [RNR]

10. Submission of a signed agreement with an outside independent entity satisfactory to the Department
to provide annual reports to the DOH beginning in the second year of operation. Said reports should
include:

a. Data showing actual utilization including procedures;

b. Data showing breakdown of visits by payor source;

c. Data showing number of patients who need follow-up care in a hospital within seven days
after ambulatory surgery;

d. Data showing number of emergency transfers to a hospital,

e. Data showing percentage of charity care provided, and

f.  Number of nosocomial infections recorded during the year in question. [RNR]

11. The submission of State Hospital Code (SHC) Drawings for review and approval, as described in
BAEFP Drawing Submission Guidelines DSG-03 for Outpatient Facilities. [AER]

12. Submission of the executed Articles of Organization of Mid- Bronx Endoscopy Center LLC.,
acceptable to the Department. [CSL]

|
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Approval conditional upon:

1. The project must be completed within three years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

2. The staff of the facility must be separate and distinct from staff of other entities. [HSP]

3. The signage must clearly denote the facility is separate and distinct from other adjacent entities.
[HSP]

4. The entrance to the facility must not disrupt any other entity's clinical program space. [HSP]

5. The clinical space must be used exclusively for the approved purpose. [HSP]

6. Construction must start on or before December 1, 2015 and construction must be completed by May
1, 2016, presuming approval to start construction is granted prior to commencement. In accordance
with 10 NYCRR Part 710.10(a), if construction is not started on or before the start date this shall
constitute abandonment of the approval. It is the responsibility of the applicant to request prior
approval for any changes to the start and completion dates. [AER]

Council Action Date
October 8, 2015

|
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Need Analysis |

Project Description

Mid-Bronx Endoscopy Center, LLC, a newly-formed New York limited liability company, is requesting
approval to establish and construct an Article 28 Diagnostic and Treatment Center to provide single
specialty gastroenterology ambulatory surgery services. The proposed location is 57 West Burnside
Avenue, Bronx, 10453, in Bronx County.

Analysis

The service area includes Bronx County. Bronx County currently has a total of eight freestanding
ambulatory surgery centers: five multi-specialty ASCs and three single specialty ASCs. The table below
shows the number of patients utilizing Ambulatory Surgery Centers in Bronx County for 2013 & 2014.

Specialty . thal thal
Type Facility Patients Patients

2013 2014
Single Eye Surgery Center of New York (opened 3/18/15) N/A N/A
Multi Surgicare Ambulatory Surgery Center of New York 3,147 2,702
Multi Empire State Ambulatory Surgery Ctr (opened 2/19/15) N/A N/A
Multi Avicenna ASC, Inc. (opened 4/7/15) N/A N/A
Multi East Tremont Medical Center 3,385 3,267
Single New York Gl Center, LLC 7,305 9,608
Multi Ambulatory Surgery Center of Greater New York 10,083 9,740
Single Advanced Endoscopy Center 10,248 11,013
Total 34,168 36,330

(Source-SPARCS)

For Bronx County, the total number of patient visits for ASC’s was 34,168 in 2013 and 36,330 in 2014.
This represents a 6.3% increase in the number of patients served by Ambulatory Surgery Centers in
Bronx County from 2013 to 2014.

The population of Bronx County in 2010 was 1,385,108 with 484,998 individuals (34.9%) who are 45 and
over, which is the primary population group utilizing Gastroenterology services. Per PAD projection data
from the Cornell Program on Applied Demographics, this population group is estimated to grow to
529,060 by 2025, an increase of 6.7% in the population group of individuals 45 and over.

The number of projected procedures is 5,936 in Year 1 and 6,055 in Year 3 with 50 percent Medicaid and
two percent charity care. These projections are based on the current case load of the participating
physicians.

Year 1 Year 1 Year 3 Year 3
Projections Procedures | Percentage | Procedures | Percentage
Commercial Ins 1,187 20% 1,211 20%
Medicare 1,662 28% 1,696 28%
Medicaid 2,968 50% 3,027 50%
Charity Care 119 2.0% 121 2.0%
Total 5,936 100.0% 6,055 100.0%

The applicant is committed to serving all persons without regard to their ability to pay or the source of
payment.

|
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Conclusion

The proposed project will improve access to ambulatory surgery services specializing in gastroenterology
to the communities of Bronx County, including the Medicaid-eligible populations whom the applicant
proposes to serve in significant numbers.

Recommendation
From a need perspective, contingent approval is recommended for a limited life of five years.

Program Analysis |

Project Proposal

Mid-Bronx Endoscopy Center, LLC, is requesting approval to establish and construct a single-specialty
ambulatory surgery center specializing in gastroenterological procedures at 57 West Burnside Avenue,
Bronx (Bronx County), New York 10453.

This project consolidates the participating physicians’ separate private practices into a single, regulated
Article 28 Center and will allow the operator to provide screening and other outreach programs to the
community that were not feasible through the member physicians’ private practices.

Proposed Operator Mid-Bronx Endoscopy Center, LLC
Site Address 57 West Burnside Avenue
Bronx, NY (Bronx County)
Surgical Specialties Single Specialty: Endoscopy
Operating Rooms 0
Procedure Rooms 4
Hours of Operation Monday through Friday from 7:00 a.m. to 5:00 p.m. (Weekend

and/or evening procedures will be available, if needed, to
accommodate patient scheduling issues.)

Staffing (15t/ 3™ Year) 11.5FTEs/16.5 FTEs

Medical Director(s) Prospere Remy, MD

Emergency, In-Patient and Will be provided by

Backup Support Services Bronx-Lebanon Hospital Center

Agreement and Distance 1.3 miles/ 8 minutes

On-call service 24/7 service to refer the patient to the Center’s on-call physician

Character and Competence

The membership of the proposed project is divided into six (6) different classes and consists of 14 total
members (i.e., physicians, non-physicians, not-for-profit corporations and an LLC). They proposed
members are:

Name Percentage

Class A Members (Physician Members) 23.00%
Prospere Remy, MD, Manager 5.75%
Carl Guillaume, MD 5.75%
Mohamad Erfani, MD 5.75%
Marie-Nirva Blaise, MD 5.75%

Class B Members (Non-Physician Members) 7.59%
Frank Principati 2.53%
W. Barry Tanner 2.53%
Karen Sablyak 2.53%

- — |
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Class C Member
Bronx-Lebanon Special Care Center, Inc. 45.00%
Barbara Lowe, RN, board member
Miguel Fuentes, board member
John Colon, board member
Victor DeMarco, board member

Class D Member
Harrison Circle Development Corp. (HCDC) 10.00%
Morris Heights Senior Housing Development
Fund Company, Inc.
Verona Greenland, board member
Judith Fairweather, board member

Class E Member

Advanced Endoscopy Center, LLC 2.40%
Michael Ader, MD (0.11%)
Amnon Gotian, MD (0.11%)
Isadore Gutwein, MD (0.11%)
Jeremy Gutwein, MD (0.11%)
lan Harnik, MD (0.11%)
Neil Herbsman, MD (0.11%)
Henry Katz, MD (0.11%)
Albert Kramer, MD (0.11%)
Daniel Reich, MD (0.11%)
Robert Sable, MD (0.11%)
David Stein, MD (0.11%)
Ira Tepler, MD (0.11%)
MMC Gl Holdings West, Inc. (0.72%)

Patrick Haughey, board member
Christopher Panczner, board member

Karen Sablyak (0.12%)
W. Barry Tanner (0.12%)
Frank Principati (0.12%)

Class F Members 12.00%
Ariyo lhimoyan, MD 3.00%
Anil Dev, MD 3.00%
Bhavna Balar, MD 3.00%
Myrta Daniel, MD 3.00%

All of the aforementioned proposed members were subject to Character and Competence Review. Each
of the proposed Class A physician members are board-certified gastroenterologists. The proposed Class
B members are also members of Physicians Endoscopy, LLC, who will provide development and
administrative services to the Center. The proposed Class C member, Bronx-Lebanon Special Care
Center, Inc., is a New York not-for-profit corporation. The proposed Class D member, Harrison Circle
Development Corp., is a New York business corporation. HCDC's sole shareholder is Morris Heights
Senior Housing Development Fund Company, Inc., a not-for-profit corporation whose sole, passive
member is Morris Heights Health Center, Inc., a not-for-profit corporation and Federally Qualified Health
Center (FQHC). The proposed Class E member, Advanced Endoscopy Center, LLC (AEC), is a New York
limited liability company that operates an existing Article 28 FASC in Bronx County. The proposed Class
F participating physician members are each board-certified gastroenterologists affiliated with Bronx-
Lebanon Hospital Center.

Physicians Endoscopy, LLC (PELL), based in Jamison, Pennsylvania, owns, develops, manages and

operates single-specialty endoscopic ambulatory surgery centers in partnership with practicing physicians
_______________________________________________________________________________________________________________________________|]
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and hospitals. PELL will provide development and administrative consultation regarding the day-to-day
operation of the Center.

Staff from the Division of Certification & Surveillance reviewed the disclosure information submitted
regarding licenses held, formal education, training in pertinent health and/or related areas, employment
history, a record of legal actions, and a disclosure of the applicant’s ownership interest in other health
care facilities. Licensed individuals were checked against the Office of Medicaid Management, the Office
of Professional Medical Conduct, and the Education Department databases as well as the US
Department of Health and Human Services Office of the Inspector General Medicare exclusion database.

Dr. Reich disclosed a settled malpractice case. Dr. Herbsman disclosed three (3) settled malpractice
cases. Dr. Isadore Gutwein and Dr. Sable each disclosed one (1) open/pending malpractice case.

Additionally, the staff from the Division of Certification & Surveillance reviewed the ten-year surveillance
history of all associated facilities. Sources of information included the files, records, and reports found in
the Department of Health. Included in the review were the results of any incident and/or complaint
investigations, independent professional reviews, and/or comprehensive/focused inspections. The review
found that any citations were properly corrected with appropriate remedial action.

In October 2005, the Office of Mental Health (OMH) fined Morris Heights Health Center, Inc. $40,000 for
the establishment and operation of a mental health clinic and 7 satellites at various locations in Bronx
County for a 14 year period without OMH’s prior approval. Morris Heights Health Center requested an
administrative hearing and ultimately entered into settlement negotiations resulting in a Stipulation of
Settlement and $20,000 fine.

In a Stipulation and Order dated November 19, 2007, Bronx-Lebanon Special Care Center, Inc. was fined
$2,000 for its breach of the minimum standard requirements related to Quality of Care: Accidents.

In a Stipulation and Order dated August 16, 2010, Bronx Lebanon Hospital Center was fined $16,000
based on an investigation into the care rendered to a juvenile who was admitted for a left side hernia
repair. A right repair was agreed to at "time out" but no hernia was found during surgery exposing the
error.

In August 2011, the Department completed a survey at Bronx-Lebanon Highbridge-Woodycrest Center
and issues a statement of deficiencies that the facility was not in substantial compliance with regulations
which resulted in a denial of payment for new Medicare and Medicaid admissions during the period from
August 26, 2011 through October 30, 2011.

Integration with Community Resources

The Center plans to work closely with its patients to educate them regarding the availability of primary
care services offered by local providers. The applicant will develop a formal outreach program directed at
the local community, to include local physicians and other existing healthcare providers, particularly those
who provide care to the underserved residents of the Center’s primary service area. Patients will not be
excluded based on ability to pay. Charity care will be provided and the Center will utilize a sliding fee
scale for those who are uninsured or unable to pay. The Center plans on utilizing an electronic medical
record (EMR) and would consider participating in a Regional Health Information Organization (RHIO) with
the capability for clinical referral and event notification.

Recommendation
From a programmatic perspective, contingent approval is recommended.

|
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Financial Analysis |

Total Project Cost and Financing
The total project costs for renovation & demolition, moveable equipment, and construction are estimated
at $3,918,239, broken down as follows:

Renovation & Demolition $1,921,774
Design Contingency 192,177
Construction Contingency 192,177
Architect/Engineering Fees 131,040
Other Fees 52,000
Moveable Equipment 1,304,521
Financing Costs 36,478
Interim Interest Expense 64,651
Application Fee 2,000
Additional Processing Fee 21,421
Total Project Costs $3,918,239
Project costs will be financed as follows:
Members’ Equity $391,824
Bank Loan (six-year term, 5.5% interest) 3,526,415
Total $3,918,239

A letter of interest has been provided by Wells Fargo.

Lease Rental Agreement
The applicant has submitted a letter of interest lease term sheet for the site to be occupied, the terms of
which are summarized below:

Date Signed: March 12, 2015

Premises: Approx. 7,800 sq. ft. (architect to confirm measurement prior to lease execution)
located at 57 West Burnside Avenue, Bronx, NY 10453

Landlord: Morris Height Health Center, Inc.

Lessee: Mid-Bronx Endoscopy Center, LLC

Term: 12 years, two (2) five-year renewal options

Rent: $312,000 per year ($40.00 per square foot) with a 2% increase per year

Provisions: Utilities and taxes

The applicant submitted an affidavit stating the lease agreement is an arm’s length transaction, except as
follows: Mid-Bronx Endoscopy Center, LLC and Morris Heights Health Center, Inc. have common
ownership. It is noted that Morris Heights Health Center, Inc. is affiliated with HCDC, the proposed Class
D member, in that Morris Heights Health Center, Inc. is the sole passive member of HDCD's sole
shareholder, Morris Heights Senior Housing Development Fund Company, Inc.

The applicant submitted letters from two NYS licensed realtors attesting to the reasonableness of the
square foot rental rate.

|
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Development and Administrative Service Agreement
The applicant has submitted a draft development and administrative services agreement, the terms of
which are summarized below:

Date: February 13, 2015
Facility: Mid-Bronx Endoscopy Center, LLC
Contractor: Physicians Endoscopy, L.L.C.

Development Services
Provided:

Coordination and assistance with: legal formation, site selection, facility set
up, oversee construction, recommend facility policies, recruit initial support
staff plus train subject to company’s approval, prepare applications and/or
other documents for licenses & contracts, assist in financing and obtaining
business insurance. Establish management & fiscal systems subject to
company’s approval.

Administrative Services
Provided:

Oversight of annual budget development & reporting, administration,
financial systems & procedures, accounts receivables & billing, purchasing &
inventories, manage care services and operational assistances including
complying with governmental regulations. Assist in review of non-
professional employees and assist in follow-up services reasonably request
by the company.

Billing and Collection
Services:

Oversight of revenue cycle activities and collection process. Deposits into
company lock box, withdrawal only for company third party payables.
Schedule patients, registration of patients, daily review, billing/claim
submission, payment posting, and accounts receivable follow-up and
correspondence.

Development Fee:

$126,000 in four installments of $31,500 each (ending with first patient)

Administrative Fee:

$120,000 ($12,000 per month, beginning with first patient) fee will increase
by 2% per year after the first year

Billing & Collection Fee:

First year at $17 per procedure and $34 per procedure after the first year

Administrative Term:

Seven years with automatic renewals, for an additional three years, effective
on each anniversary date of the Expiration Date unless cancelled.

While Physicians Endoscopy, L.L.C. will provide all of the above services, the Licensed Operator retains
ultimate authority, responsibility and control for the operations.

Proposed applicant Class B members Frank Principati, Barry Tanner and Karen Sablyak have common
membership with the administrative service agreement provider.

Operating Budget

The applicant has submitted an operating budget, in 2015 dollars, for years one and three, as

summarized below:

Revenues:

Commercial Fee For Service
Commercial Managed Care
Medicare Fee For Service

Medicare Managed Care
Medicaid Managed Care
Total Revenues

Expenses:
Operating
Capital

Total Expenses
Net Income

Year One Year Three
$803,071 $819,134
267,691 273,044
1,026,147 1,046,670
123,138 125,600
1,784,604 1,820,296
$4,004,651 $4,084,744
$1,699,166 $1,910,571
956,853 905,795
$2,656,019 $2,816,366
$1,348,632 $1,268,378
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Total Visits 5,936 6,055
Total Cost Per Procedure $447.44 $465.13

Utilization by payor source is as follows:

Year One Year Three

Payor: Procedures % Procedures %

Commercial Fee For Service 890 15% 908 15%
Commercial Managed Care 297 5% 303 5%
Medicare Fee For Service 1,484 25% 1,514 25%
Medicare Managed Care 178 3% 182 3%
Medicaid Managed Care 2,968 50% 3,027 50%
Charity Care 119 2% 121 2%
Total 5,936 100% 6,055 100%

The following is noted with respect to the submitted budget:

e Expenses were projected base on the number and mix of staff as determined by the experience of
the participating physicians in providing and administering gastroenterology services. The applicant
projects an increase in operating expenses by year three due to anticipated increased purchased
services and additional staffing needs related to increased utilization.

e Revenues by payor are based on the experience of participating providers in their private medical
practices and the expected collection rate of the FASC. Reimbursement rates are based on current
and projected Federal and State government rates, with commercial payers reflecting regional
adjustments.

o Utilization is projected based upon the current caseload of the eight participating physicians. All of
the physicians have medical practices within the Center’s service area and have provided letters of
interest documenting the number of surgical procedures they currently perform and a commitment to
perform the procedures at the FASC. All of the projected procedures are currently being done at
Bronx-Lebanon Hospital Center or in the physicians’ private, office-based practices.

¢ The applicant will implement a formal Charitable Care Program including, but not limited to, patient
and community outreach and a partnership with Morris Heights Health Center, Inc., a Federally
Qualified Health Center D&TC located in the Bronx.

The budget appears reasonable.

Capability and Feasibility

The total project cost of $3,918,239 will be satisfied from $391,824 in members’ equity with the remaining
$3,526,415 provided through a bank loan at the above stated terms. Wells Fargo has provided a letter of
interest.

Working capital requirements are estimated at $469,394 based on two months of third year expenses.
The applicant will provide $286,338 from members’ equity. The remaining will be satisfied through a five-
year loan at 5.5% interest from Wells Fargo bank. BFA Attachment B is a summary of the net worth of
the individual members, which shows sufficient liquid resources to meet both the project’s equity and
working capital requirements. BFA Attachments C through F are the member entities’ 2014 certified
financial statements, which show positive working capital and net assets sufficient to meet their share of
the equity requirements.

BFA Attachment G is the pro-forma balance sheet for Mid-Bronx Endoscopy Center, LLC, which shows
operations will start with $678,162 in members’ equity.

The submitted budget projects a net income of $1,348,632 and $1,268,378 during the first and third years
of operations, respectively. Reimbursement rates based on current and projected Federal and State
government rates. The budget appears reasonable.
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The applicant has demonstrated the capability to proceed in a financially feasible manner.

Recommendation
From a financial perspective, contingent approval is recommended.

Supplemental Information |

Below are presented summaries of responses by hospitals to letters from the Department asking for
information on the impact of the proposed ambulatory surgery center (ASC) in their service areas. There
follows a summary of the applicant’s response to DOH’s request for information on the proposed facility’s
volume of surgical cases, the sources of those cases, and on how staff will be recruited and retained by
the ASC.

Facility: Jacobi Medical Center ---  No Response
1400 Pelham Bay Parkway
South Bronx, New York 10461

Facility: Montefiore Medical Center
Henry and Lucy Moses Division --- No Response
111 East 210" Street
Bronx, NY 10467

Facility: Bronx-Lebanon Hospital Center
Concourse Division
1650 Grand Concourse
Bronx, NY 10457

Bronx-Lebanon responded that it had no objections to this project and
saw no adverse impact for the hospital or the community it serves.

Supplemental Information from Applicant

Need and Source of Cases: The applicant states that all of the projected caseload will come from office-
based procedures currently performed in the private office-based practices of the applicant physicians.
The applicant also cites data showing a continued growth in Bronx County in the number of persons 45
years and older, which is the primary service group for colorectal cancer screening. The applicant also
refers to the relatively low number of gastroenterologists and of other freestanding ASCs specializing in
gastroenterology in Bronx County, a jurisdiction of over 1.3 million people. The applicant also plans to
develop a formal outreach program directed to members of the local community, including local
physicians.

Staff Recruitment and Retention: The applicant states that, to the greatest extent possible, the
proposed ASC will utilize existing staff currently employed by the member physicians in their office-based
practices. Recruitment of any additional staff members will come through accredited schools, newspaper
advertisements, training programs, local recruiters and, if needed, job fairs. Competitive salaries and
benefits and continuing education opportunities are expected to aid in the recruitment and retention of
skilled employees, as are a positive work environment and flexible working hours. Employees will also be
rewarded for hard work and efficiency in a manner that recognizes their individual contributions to the
effective operation of the ASC.

Office-Based Cases: The applicant states that all of the projected surgical procedures for the proposed
ASC are currently performed in the private, office-based practices of the applicant physicians, or are not
currently being provided (i.e., the patients are unserved).

DOH Comment

|
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The absence of any comments in opposition to this application from hospitals in the proposed service
area provides no basis for reversal or modification of the recommendation for five-year, limited life
approval of the proposed ASC based on public need, financial feasibility and operator character and
competence.

Attachments |

BPN Attachment A Map

BFA Attachment A Proposed Members of Mid-Bronx Endoscopy Center, LLC

BFA Attachment B Net Worth Summary, Proposed Members of Mid-Bronx Endoscopy Center, LLC

BFA Attachment C  Bronx-Lebanon Special Care, Inc. — The Bronx-Lebanon Highbridge Woodycrest
Center 2013-2014 consolidated certified financial statement

BFA Attachment D  Morris Heights Health Center, Inc. and Subsidiaries June 2014 consolidated certified
financial statement

BFA Attachment E  Advanced Endoscopy Center, LLC 2013-2014 certified financial statement

BFA Attachment F Montefiore Medical Center Consolidated 2013-2014 certified financial statement

BFA Attachment G Pro Forma Balance Sheet, Mid-Bronx Endoscopy Center, LLC

|
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NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY. Of Health

Project # 151258-E
Suffolk Surgery Center, LLC

Program: Diagnostic and Treatment Center County: Suffolk
Purpose: Establishment Acknowledged: June 3, 2015

Executive Summary

Description

Suffolk Surgery Center, LLC (SSC), an existing Uniyersity Hospital, a_764-bed, voluntary not-for-
Article 28 Diagnostic and Treatment Center profit, Article 28 hospital located at 300
(D&TC) located at 1500 William Floyd Parkway, Community Drive, Manhasset (Nassau County),
Shirley (Suffolk County), requests approval to New York. North Shore University Hospital is a
add North Shore-LIJ Multispecialty Ventures, member of, and co-operated by, North Shore-
LLC as a 70% member. The D&TC is certified Long Island Jewish Health Care Inc.
as a multi-specialty freestanding ambulatory
surgery center (FASC). There will be no change OPCHSM Recommendation
in services as a result of this proposed change Contingent Approval
in ownership.
o _ Need Summary
The current and proposed ownership interest in There will be no changes in services as a result
SSC are as follows: of the proposed change in ownership.
Members: Current  Proposed Program Summary
:%mgtﬁaségﬁ:"’m'\g) i’?g%gﬁg 4718:;: Based on the results of this review, a favorable
*Brian l\%cGuinéss MD 14'32% 4'0% rec_qmmendatlon can be made regarding the
*pamela Weber I\/]D 13'37% 4'0% facility’s current compliance pursqant to 2802-
*Dhiren Mehta MD 6'68% 4'0% (3)(e) of the New York State Public Health Law.
*Masoon Qadeer, MD 3.34% 2.0% Financial Summar
Aaron Avni, MD 2.00% 2.0% imary , o
Frank Sconzo, MD 1.00% 1.0% There are no project costs associated with this
Paul Choinski, MD 2 00% 2 0% application and no budgeted incremental
North Shore-LIJ operating expenses or revenues.
Multispecialty ) ,
Ventures, LLC 0.00% 70.0% North Shore-LIJ Multispecialty Ventures, LLC
Total 100.00% 100.0% will purchase 70% ownership for $7,615,000 via

* Physician members selling membership equity payable to the six physician members

interest to North Shore-LI1J Multispecialty selling pwnersh|p interest based on _the
Ventures, LLC. proportionate share of membership interest

being conveyed.

The sole member of North Shore-LI1J
Multispecialty Ventures, LLC is North Shore

]
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Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management
Approval contingent upon:

1.

2.
3.
4,

Submission of an executed Administrative Services Agreement (ASA) acceptable to the Department.
[HSP]

Submission of an updated and fully completed Schedule 1, acceptable to the Department. [CSL]
Submission of an updated and fully completed Schedule 3, acceptable to the Department. [CSL]
Submission of a photocopy of the fully executed Certificate of Amendment of the Articles of
Organization of Suffolk Surgery Center, LLC, acceptable to the Department. [CSL]

Submission of a photocopy of the fully executed Landlord’s Consent and Estoppel Certificate,
acceptable to the Department. [CSL]

Submission of a photocopy of the fully executed Assignment and Assumption of Membership Interest,
acceptable to the Department. [CSL]

Submission of a legible copy of the Agreement of Lease between AMCare Realty, LLC and Long
Island Eye Surgery Center, dated June 19, 1998, acceptable to the Department. [CSL]

Submission of a photocopy of the full executed Amended and Restated Operating Agreement of the
Suffolk Surgery Center, LLC. [CSL]

Approval conditional upon:

1. The project must be completed within three years from the date of the Public Health and Health

Planning Council recommendation letter. Failure to complete the project within the prescribed time

shall constitute an abandonment of the application by the applicant and an expiration of the approval.

[PMU]

Council Action Date
October 8, 2015
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Need Analysis |

Project Description

Suffolk Surgery Center, LLC, an existing multi-specialty ambulatory surgery center, requests approval for
the transfer of 70% membership interest to North-Shore-LIJ Multispecialty Ventures, LLC. The center is
located at 1500 William Floyd Parkway, Shirley, 11967, in Suffolk County.

Background and Analysis

Suffolk Surgery Center, LLC has been providing multi-specialty surgery services to the residents of
Suffolk County since 2004. The center provided a total of 17,232 procedures in 2012, 12,902 procedures
in 2013. (Source: AHCF cost reports).

Conclusion
There will be no change in services as a result of the proposed change in ownership.

Recommendation
From a need perspective, approval is recommended.

Program Analysis |

Program Description

Suffolk Surgery Center, LLC, an existing Article 28 Diagnostic and Treatment Center certified as a multi-
specialty ambulatory surgery center located at 1500 William Floyd Parkway in Shirley (Suffolk County)
requests approval to add North Shore-LI1J Multispecialty Ventures, LLC as a 70% member of the Center.

The Center is not proposing to add any services, expand or renovate the facility or change anything about
the Center (other than its ownership structure). Internist Dhiren C. Mehta, M.D. will serve as the Center's
Medical Director.

Character and Competence
The table below illustrates the current and proposed ownership structure of Suffolk Surgery Center.

Current Membership
Membership | Interest
Member Name Interest Proposed
*John Passarelli, MD 39.62% 7.00%
*Timothy Groth, MD 17.67% 4.00%
*Brian McGuiness, MD 14.32% 4.00%
*Pamela Weber, MD 13.37% 4.00%
*Dhiren Mehta, MD 6.68% 4.00%
*Masoom Qadeer, MD 3.34% 2.00%
*Aaron Avni, MD 2.00% 2.00%
*Frank Sconzo, MD 1.00% 1.00%
*Paul Choinski, MD 2.00% 2.00%
North Shore LIJ Multispecialty Ventures, LLC 70.0%
Managers: Dennis Dowling
Laurence A. Kraemer, Esq.
John McGovern

*Not subject to a Character and Competence Review for this project.

|
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The sole member of North Shore-LI1J Multispecialty Ventures, LLC, is North Shore University Hospital
(NSUH), a voluntary, not-for-profit hospital located at 300 Community Drive in Manhasset (Nassau
County). NSUH is the sole member of North Shore-Long Island Jewish Health Care Inc. and a member of
North Shore-Long Island Jewish Health System (NSLIJHS).

The Board of Trustees for NSLIJHS is comprised of 131 members, all of whom were subject to Character
and Competence review.

Staff from the Division of Certification & Surveillance reviewed the disclosure information submitted
regarding licenses held, formal education, training in pertinent health and/or related areas, employment
history, a record of legal actions, and a disclosure of the applicant’s ownership interest in other health
care facilities. Licensed individuals were checked against the Office of Medicaid Management, the Office
of Professional Medical Conduct, and the Education Department databases as well as the US
Department of Health and Human Services Office of the Inspector General Medicare exclusion database.

Mr. Michael Ashner disclosed two settled civil legal matters involving allegations of breach of fiduciary
duty, abuse of control, mismanagement, waste of corporate assets and unjust enrichment on the part of
the board.

Mr. Alan Chopp disclosed affiliation with several long-term care health facilities, some of which had been
subjected to enforcement actions. In Stipulation and Orders (S&Os) dated April 21, 2009 and July 16,
2009, the Department cited Avalon Gardens Rehabilitation and fined the facility a total of $6,000 for
Quality of Care issues. On September 29, 2005, June 13, 2007, and December 16, 2011, S&Os were
issued to Bayview Nursing & Rehabilitation Center and the facility was fined a total of $19,000 for
problems with Comprehensive Care Plans, and Quality of Life/Quality of Care issues. Civil money
penalties (CMPs) were collected in the amount of $74,658.64 and a Denial of Payment for new
admissions was imposed between November 24, 2004 and January 10, 2005. Four S&Os (dated June
12, 2007, June 1, 2009, December 6, 2010, and May 24, 2011) revealed the Hamptons Center for
Rehabilitation and Nursing had been cited several times by the Department for issues related to Quality of
Care, Administration and Facility Practices and CMPs totaling $13,353 were collected.

Mr. Epstein disclosed that the Jewish Board of Family and Children’s Services with which he is affiliated
had recently entered into a settlement with the NY Office of Medicaid Inspector General to reconcile
excess payments received relative to Office of Mental Health’s reimbursement methodology.

Mr. Richard Goldstein disclosed that he had been both a director and shareholder of corporation which
filed for bankruptcy protection in 2009 then subsequently sold their assets.

Mr. Hiltz disclosed that, as a registered broker dealer, his firm is regulated by NASD and FINRA and is
subject to regular examinations. On two occasions, the firm agreed to the imposition of regulatory fines
(each under $5,000) for routine business claims rather than pursue a dispute resolution process.

Mr. Richard Horowitz disclosed that he had been named as a defendant (among other Members of the
Board of Trustees and employees of the Children’s Medical Fund (CMF)) in a pending lawsuit filed by an
individual for employment discrimination and sexual harassment. Mr. Horowicz stated he has no personal
involvement and is named by virtue of his professional association with CMF.

Mr. Seth Horowitz disclosed that, in June 2012, a company he is affiliated with entered into a settlement
with the Securities and Exchange Commission (SEC) and agreed to a Consent Judgment to settle the
civil action filed by the SEC.

Mr. Charles Merinoff disclosed that he had been named in an employment action involving a company
that he was affiliated with in 2009. The matter was settled at arbitration in July 2012.

Dr. Peress disclosed one open malpractice case pending trial in Putnam County.

|
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Mr. Ranieri disclosed that a company with which he was affiliated had entered into a settlement
agreement in March 2013 with the SEC for failure to adequately oversee a third party’s activities in 2008
related to marketing a particular fund.

Mr. Rosenthal disclosed that, in 2005, a shareholder lawsuit involving governance issues was brought
against a company with which he was affiliated and all Directors were sued. The matter was subsequently
settled.

Mr. Sahn disclosed a settled malpractice action that had been initiated in 2012 against a firm in which he
was a Senior Partner.

Ms. Schlissel disclosed one pending and two settled civil legal matters related to unpaid legal fees
involving the law firm in which she is a Managing Attorney.

Compliance with Applicable Codes, Rules and Regulations

This facility has no outstanding Article 28 surveillance or enforcement actions and, based on the most
recent surveillance information, is deemed to be currently operating in substantial compliance with all
applicable State and Federal codes, rules and regulations. This determination was made based on a
review of the files of the Department of Health, including all pertinent records and reports regarding the
facility’s enforcement history and the results of routine Article 28 surveys as well as investigations of
reported incidents and complaints.

In a Stipulation and Order (S&0) dated October 16, 2006, Southside Hospital was fined $14,000 when a
complaint investigation revealed a physician performed a right ovarian cystectomy on a patient who was
admitted and signed consent for removal of a large dermoid cyst on her left ovary.

In an S&O dated December 8, 2006, Forest Hills Hospital was fined $12,000 after an investigation
revealed that surgery was performed on the patient's right side although the patient entered the hospital
for hernia repair on the left side.

In an S&O dated February 6, 2007, Staten Island University Hospital was fined $8,000 based on the
investigation of a patient admitted for a left sided mediastinotomy (insertion of a tube into the chest). The
procedure was begun on the right side of the chest and an anesthesiologist noticed the error ten minutes
into the procedure. In another S&O dated July 23, 2007, the hospital was fined $12,000 due to an
overdose of a controlled substance which caused a patient's death. Nursing administered a drug at a
higher rate than was ordered and continued administration even after the medication had been
discontinued by a surgical resident.

In September 2008, Staten Island University Hospital (SIUH) entered into a settlement with the U.S.
Attorney’s Office, the Office of the Inspector General of the Department of Health and Human Services,
and the Attorney General’'s Office of the State of New York and agreed to pay a monetary settlement of
$76.4M to the federal government and $12.4M to the state and enter into a 5-year Corporate Integrity
Agreement. The settlement covered payments related to stereotactic radiosurgery treatments; provision
of detoxification services above licensed capacity; SIUH’s graduate medical education program; and the
provision of inpatient psychiatric services above licensed capacity.

In an S&O dated December 11, 2008, North Shore University Hospital- Manhasset was fined $18,000
based on post-operative care rendered to an elderly patient. Following surgery for an aneurysm, the
patient developed multiple decubiti, fell out of bed resulting in a dislocated femur and developed renal
failure. It was determined that follow-up care was delayed or inadequate.

In an S&O dated July 8, 2010, Syosset Hospital was fined $42,000 based an investigation of the care a
child received related to an adenotonsillectomy. The patient was improperly cleared for surgery and,
despite multiple comorbidities, was not kept for observation post-operatively. The patient expired after
discharge.
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In September 2010, North Shore-Long Island Jewish Health System settled claims without a finding or
admission of fraud, liability or other wrongdoing relative to a qui tam lawsuit filed under the civil False
Claims Act by a private whistleblower and investigated by the U.S. Attorney’s Office. The $2.95M
settlement covered a 10-year period and primarily related to isolated errors in various cost reports rather
than the allegations.

In November 2010, Civil Investigative Demands (CIDs) for documents, interviews and other information
relating to North Shore University Hospital's clinical documentation improvement program were issued by
the US Attorney’s Office for the Southern District. The Health System complied, however, to date, there
have been no specific demands for repayment or findings of liability in this matter.

In December 2010, the Civil Division of The United States Department of Justice (DOJ) requested the
Health System execute a one-year tolling agreement to provide the government time to review claims for
payment of implantable cardioverter defibrillators (ICDs) and related services for which Medicare does not
cover. The Health System has executed eight extensions to the initial tolling agreement. When the
government’s review is complete, it may seek repayment of any claims that were not proper as
determined by its resolution model.

In October 2011, the US Attorney’s Office for the Western District of New York initiated a review of
Southside Hospital's inpatient admissions for atherectomy procedures. And, in June 2012, the US
Attorney’s Office for the Eastern District of New York subpoenaed documentation relating to services
rendered at Staten Island University Hospital's inpatient specialized burn unit. To date, the government
has not indicated whether there is any potential liability in either matter.

In October 2012, a Program Integrity Contractor acting on behalf of the Centers for Medicare & Medicaid
Services (CMS) reviewed 33 inpatient cardiac stent claims for 25 Medicare patients that had been
submitted by Lenox Hill Hospital (LHH) between October 2007 and December 2010. The Contractor
determined that, for many of the cases reviewed, documentation did not support inpatient admission
and/or the medical necessity of the of the cardiac stent procedure and requested that LHH undertake a
self-audit and voluntary disclosure. While the Contractor agreed with LHHs conclusions regarding many
of the cases submitted, a demand for payment was issued with respect to those disallowed. LHH is
appealing those claims through the administrative review process.

Conclusion
Based on the results of this review, a favorable recommendation can be made regarding the facility’s
current compliance pursuant to 2802-(3)(e) of the New York State Public Health Law.

Recommendation
From a programmatic perspective, contingent approval is recommended.
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Financial Analysis |

Total Project Costs and Financing
There are no project costs associated with this application. There are no budgeted incremental operating
expenses or revenues associated with this project, since patient care services will not be affected.

Membership Interest Purchase Agreement
The applicant has submitted an executed membership interest purchase agreement for the change of
70% membership interest in SSC, the terms of which are summarized below:

Date: April 9, 2015

Purpose: The sale of 70% membership interests of Suffolk Surgery Center, LLC
Sellers: *Six Physician Members of Suffolk Surgery Center, LLC (noted below)
Purchaser: North Shore-LIJ Multispecialty Ventures, LLC

Purchase Price: | $7,615,000

Payment of $50,000 deposit paid and held in escrow.

Purchase Price: | $7,565,000 to be paid at closing.

The proposed new member will purchase membership into SSC with equity, payable to the physician
sellers per the conveyance of membership interests and purchase price agreement as follows:

Current Interest %
Interest % | Being Conveyed
Physician Members: Owned To Purchaser Purchase Price
*John Passarelli, M.D. 39.62% 32.62% $3,548,590.10
*Timothy Groth, M.D. 17.67% 13.67% $1,487,100.71
*Brian McGuiness, M.D. 14.32% 10.32% $1,122,668.57
*Pamela Weber, M.D. 13.37% 9.37% $1,019,322.14
*Dhiren Mehta, M.D. 6.68% 2.68% $291,545.60
*Masoom Qadeer, M.D. 3.34% 1.34% $145,772.88
Aaron Avni, M.D. 2.00% 0.00% $0.00
Frank Sconzo, M.D. 1.00% 0.00% $0.00
Paul Choinski, M.D. 2.00% 0.00% $0.00
Total 100.00% 70.00% $7,615,000.00

* Physician members selling membership interest.

The applicant has demonstrated the capability to proceed in a financially feasible manner.

Capability and Feasibility
There are no project costs associated with this application.

North Shore-LIJ Multispecialty Ventures, LLC’s sole member is North Shore University Hospital. BFA
Attachment A presents the 2014 financial statements and financial summary for North Shore University
Hospital. As shown, the entity had positive net assets, positive working capital position, and an excess of
revenue over operating expenses of $66,841,000 for 2014, which indicates the availability of sufficient
funds.

BFA Attachment B provides the 2013 and 2014 certified financial statements of Suffolk Surgery Center,
LLC and a summary of their internal financial statements as of June 30, 2015. As shown, the entity
maintained positive working capital and positive members’ equity, and achieved an average net income of
$1,771,770 for the 2013 to 2014 audited period.
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Based on the preceding, the applicant has demonstrated the capability to proceed in a financially feasible
manner, and approval is recommended.

Recommendation
From afinancial perspective, approval is recommended.

Attachments |

BFA Attachment A 2014 Financial Statements & Summary for North Shore University Hospital

BFA Attachment B 2013 & 2014 Certified and June 30, 2015 Internal Financial Statements &
Summary for Suffolk Surgery Center, LLC

BFA Attachment C  Organizational Chart after proposed member change
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NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY.

of Health

Project # 151288-B
Colonie ASC, LLC d/b/a Specialty Eye Surgery and Laser
Center of the Capital Region

Program:
Purpose:

Executive Summary

Diagnostic and Treatment Center County: Albany
Establishment and Construction  Acknowledged: June 19, 2015

Description

Colonie ASC, LLC d/b/a Specialty Eye Surgery
and Laser Center of the Capital Region, a New
York limited liability company, is requesting to
establish and construct an Article 28 diagnostic
and treatment center (D&TC) to be certified as a
single-specialty, freestanding ambulatory
surgery center specializing in ophthalmology.
The D&TC will consist of approximately 6,773
square feet located in leased space in a single
story building at 207 Troy-Schenectady Road,
Latham (Albany County). The center will include
seven pre-op/post-op bays, two operating
rooms, a nurse’s station and support areas.

The proposed members of Colonie ASC, LLC
are Edward Wladis, M.D., (33.333%), Andrew
Robinson, MD, (33.333%) and Robert Eden, MD
(33.334%), all board certified ophthalmologists.
All three physicians will maintain their private
practices.

OPCHSM Recommendation

Contingent Approval, with an expiration of the
operating certificate five years from the date of
its issuance.

Need Summary
Colonie ASC, LLC d/b/a Specialty Eye Surgery
and Laser Center of the Capital Region

proposes to establish a single specialty
ambulatory surgery center specializing in
Ophthalmology services.

The number of projected procedures is 2,073 in
Year 1, with Medicaid at 4.0% and charity care
at 2.0%.

Program Summary

Based on the information reviewed, staff found
nothing that would reflect adversely upon the
applicant’s character and competence or
standing in the community.

Financial Summary

Project costs are $666,800 and will be met with
$86,800 from proposed members’ equity and a
$580,000 bank loan at 5% interest over a five-
year term.

Budget: Revenues: $2,216,463
Expenses: 1,602,864
Gain: $613,599
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Recommendations

Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management

Approval with an expiration of the operating certificate five years from the date of its issuance,

contingent upon:

1. Submission of a check for the amount enumerated in the approval letter, payable to the New York
State Department of Health. Public Health Law Section 2802.7 states that all construction
applications requiring review by the Public Health and Health Planning Council shall pay an additional
fee of fifty-five hundredths of one percent of the total capital value of the project, exclusive of CON
fees. A copy of the check must be uploaded into NYSECON. [PMU]

2. Submission by the governing body of the ambulatory surgery center of an Organizational Mission
Statement which identifies, at a minimum, the populations and communities to be served by the
center, including underserved populations (such as racial and ethnic minorities, women and
handicapped persons) and the center's commitment to meet the health care needs of the community,
including the provision of services to those in need regardless of ability to pay. The statement shall
also include commitment to the development of policies and procedures to assure that charity care is
available to those who cannot afford to pay. [RNR]

3. Submission of a signed agreement with an outside independent entity satisfactory to the Department
to provide annual reports to DOH beginning in the second year of operation. These reports should
include:

a. Data showing actual utilization including procedures;

b. Data showing breakdown of visits by payer source;

c. Data showing number of patients who needed follow-up care in a hospital within seven days after
ambulatory surgery;

d. Data showing humber of emergency transfers to a hospital,

e. Data showing percentage of charity care provided; and

f.  Number of nosocomial infections recorded during the year in question. [RNR]

4. Submission of a statement, acceptable to the Department, that the applicant will consider creating or
entering into an integrated system of care that will reduce the fragmentation of the delivery system,
provide coordinated care for patients, and reduce inappropriate utilization of services. The applicant
will agree to submit a report to the Department beginning in the second year of operation and each
year thereafter detailing these efforts and the results. [RNR]

5. Submission of an executed transfer and affiliation agreement, acceptable to the Department, with a
local acute care hospital. [HSP]

6. Submission of an executed bank loan commitment for equipment, acceptable to the Department of
Health. [BFA]

7. Submission of an executed working capital loan commitment, acceptable to the Department of
Health. [BFA]

8. The submission of State Hospital Code (SHC) Drawings for review and approval, as described in
BAER Drawing Submission Guidelines DSG-03, including satisfactory responses to the following
comments:

a. Please confirm that an infection isolation room is provided in accord with the functional program
and an Infection Control Risk Assessment (ICRA) as described in 2010 FGI.

b. Please confirm that a Protective Environment room is provided in accord with the functional
program and an Infection Control Risk Assessment (ICRA) as described in 2010 FGI.

c. Please confirm the provision of a refrigerator as part of the Medication Distribution Station, and
locate on SHC drawings.

d. The Staff Toilets are labeled to indicate the provision of staff showers. Please indicate specific
location and features of staff showers on SHC drawings.

e. Please confirm the provision of Patient Changing facilities in accord with 2010 FGI.

f. Please show specific location of soiled linen receptacles in the Soiled Workroom. [AER]
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Approval conditional upon:

1. The project must be completed within three years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

2. The staff of the facility must be separate and distinct from staff of other entities. [HSP]

3. The signage must clearly denote the facility is separate and distinct from other adjacent entities.
[HSP]

4. The entrance to the facility must not disrupt any other entity's clinical program space. [HSP]

5. The clinical space must be used exclusively for the approved purpose. [HSP]

6. The submission of Final Construction Documents, as described in BAER Drawing Submission
Guidelines DSG-05, prior to contacting the Regional Office to complete the project. [AER]

Council Action Date
October 8, 2015

|
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Need Analysis |

Project Description

Colonie ASC, LLC d/b/a Specialty Eye Surgery and Laser Center of the Capital Region is seeking
approval to establish and construct a freestanding ambulatory surgery center to provide single specialty
Ophthalmology surgery services at 207 Troy-Schenectady Road, Latham, 12210, in Albany County.

Analysis

The service area consists of the Capital District, which includes the counties of Albany, Rensselaer,
Saratoga and Schenectady. The Capital District has a total of two freestanding multi-specialty ASCs and
five freestanding single-specialty ASCs. The table below shows the number of patient visits at ambulatory
surgery centers in the Capital District for 2013 & 2014 (Source: SPARCS-2015).

ASC Tc_)tal thal
Type Name County Patients Patients
2013 2014
Single Albany Regional Eye Surgery Center Albany 11,456 10,817
Single Capital Region Ambulatory Surgery Center Albany 8,983 9,282
Single Executive Woods Ambulatory Surgery Center LLC Albany 1,576 4,579
Multi New England Laser & Cosmetic Surgery Center Albany 943 900
Single Saratoga-Schenectady Endoscopy Center, LLC Saratoga 10,538 10,519
Multi St. Peter's Surgery And Endoscopy Center Albany 15,397 15,666
Single The New York Eye Surgical Center (opened 7/31/13) | Saratoga 131 1,840
Total 49,024 53,603

For the Capital District, the total number of patient visits was 49,024 in 2013 and 53,603 in 2014. This
represents a 9.3% year to year increase in the number of patients served by ambulatory surgery centers
in the Capital District. For ophthalmology services, the total number of visits was 11,587 in 2013 and
12,657 in 2014. This represents a 9.2% year to year increase in the number of patients served by
Ophthalmology ambulatory services in the Capital District.

The population of the four counties included in the Capital District in 2010 was 837,967. Per the Cornell
Program on Applied Demographics (PAD) projection data, the population is estimated to grow by
approximately 3% to 862,052 by 2020.

The number of projected procedures is 2,073 in Year 1 and 2,197 in Year 3. These projections are based
on the current practices of participating surgeons. The table below shows the projected payor source
utilization for Specialty Eye Surgery and Laser Center for Years 1 and 3.

Projections Year 1 Year 1 Year 3 Year 3

Commercial Ins 1,182 57.0% 1,230 56.0%
Medicare 767 37.0% 813 37.0%
Medicaid 83 4.0% 110 5.0%
Charity Care 41 2.0% 44 2.0%
Total 2,073 | 100.0% 2,197 | 100.0%

The applicant is committed to serving all persons in nheed without regard to ability to pay or source of
payment.

Conclusion
Approval of this project will expand the availability of ophthalmological surgery services in a regulated
Article 28 setting to residents of the capital region.

Recommendation
From a need perspective, contingent approval is recommended.
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Program Analysis |

Project Proposal
Establish and construct a freestanding single-specialty ambulatory surgery center for ophthalmology to be
located at 207 Troy-Schenectady Road, Latham.

Colonie ASC, LLC

Specialty Eye Surgery and Laser Center of the Capital Region
207 Troy-Schenectady Road

Latham, NY 12110 (Albany County)

Surgical Specialties Single Specialty Ophthalmology

Operating Rooms 2 (one Class B and one Class C)

Procedure Rooms 0

Hours of Operation Monday through Friday from 7:00 am to 3:00 pm (Extended as
necessary to accommodate patient needs)

Proposed Operator
Doing Business As
Site Address

Staffing (15! Year / 3™ Year)

5.8 FTEs /5.8 FTEs

Medical Director(s)

Edward Wladis, M.D.

Emergency, In-Patient and
Backup Support Services

Expected to be provided by
Albany Medical Center Hospital

9 miles / 17 minutes
Patients will be provided with surgeon’s service and will be directed
to him/her or to another physician of the surgeon’s specialty on call.

Agreement and Distance
On-call service

Character and Competence
The members of Colonie ASC, LLC are:

Member Name Membership Interest
Edward WIladis, MD 1/3
Andrew Robinson, MD 1/3
Robert Eden, MD 1/3

The members of the LLC are all practicing physicians with extensive experience in ophthalmology.

Staff from the Division of Certification & Surveillance reviewed the disclosure information submitted
regarding licenses held, formal education, training in pertinent health and/or related areas, employment
history, a record of legal actions, and a disclosure of the applicant’s ownership interest in other health
care facilities. Licensed individuals were checked against the Office of Medicaid Management, the Office
of Professional Medical Conduct, and the Education Department databases as well as the

US Department of Health and Human Services Office of the Inspector General Medicare exclusion
database.

Additionally, the staff from the Division of Certification & Surveillance reviewed the ten year surveillance
history of all associated facilities. Sources of information included the files, records, and reports found in
the Department of Health. Included in the review were the results of any incident and/or complaint
investigations, independent professional reviews, and/or comprehensive/focused inspections. The review
found that any citations were properly corrected with appropriate remedial action.

Integration with Community Resources

The Center will require their patients, whenever possible, to have a medical clearance appointment with a
primary care physician prior to surgery and will encourage the establishment of a primary care physician
relationship if one does not exist. The facility plans to reach out to primary care physicians and physician
groups in its service area to facilitate the coordination of care for common patients. The Center will be
utilizing electronic medical records. In addition, the Center would consider joining a Regional Health
Information Organization or Health Information Exchange as well as becoming a part of any Accountable

Care Organization or Medical Homes if one were to develop in its service area.
_______________________________________________________________________________________________________________________________|]
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Compliance with Applicable Codes, Rules and Regulations

The medical staff will ensure that procedures performed at the facility conform to generally accepted
standards of practice and that privileges granted are within the physician's scope of practice and/or
expertise. The facility’s admissions policy will include anti-discrimination regarding age, race, creed, color,
national origin, marital status, sex, sexual orientation, religion, disability, or source of payment. All
procedures will be performed in accordance with all applicable federal and state codes, rules and
regulations, including standards for credentialing, anesthesiology services, nursing, patient admission and
discharge, a medical records system, emergency care, quality assurance and data requirements. The
Center intends to review the list acceptable procedures annually and as needed to determine the
appropriateness of adding new procedures consistent with individual physician expertise.

Recommendation
From a programmatic perspective, contingent approval is recommended.

Financial Analysis |

Lease Agreement
The applicant has submitted an executed lease agreement, the terms of which are summarized below:

Date: May 1, 2015
Premises: 6,773 square feet located at 207 Troy-Schenectady Rd., Latham, New York, 12110
Landlord: Colonie Real Estate Holdings, LLC

Tenant: Colonie ASC, LLC
Rental: $272,840 per year for the first ten years with a 2% increase thereafter.
Term: 15 years with two additional five-year renewals.

Provisions: | Lessee shall be responsible for real estate taxes, maintenance, insurance and utilities.

The lease arrangement is a non-arm'’s length agreement. The applicant has submitted an affidavit
attesting to the relationship between landlord and tenant. Colonie ASC, LLC has submitted letters from
two New York real estate brokers attesting to the reasonableness of the rent.

Total Project Cost and Financing
Total project cost for movable equipment is $666,800, broken down as follows:

Other Fees (Consultants) $ 20,000
Movable Equipment 641,164
CON Application Fee 2,000
CON Processing Fee 3,636
Total Project Cost $666,800

Project costs will be financed by $86,800 through proposed members’ equity and the remaining $580,000
will be provided as a loan from First Niagara Bank over a five-year term at 5.0% interest.

Operating Budget
Year One Visits Year Three Visits

Revenues:
Medicare $ 714,077 767 $ 756,903 813
Medicaid 70,052 83 92,840 110
Commercial 1,304,928 1,182 1,357,920 1,230
Private Pay* 8,200 0 8,800 0
Charity Care 0 41 0 44
Total Patient Revenues $2,097,257 $2,216,463

|
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Expenses:

Operating $1,110,523 $1,178,570
Rent 401,073 424,294
Total Expenses $1,511,596 $1,602,864
Net Income $585,661 $613,599
Visits 2,073 2,197
Cost/Visit $729.18 $729.57

*Private Pay Revenue represents a sliding fee scale based on the patient’s eligibility under the financial
assistance program and is the difference not covered under other carriers. Visits are represented within
other revenue producing line items.

The slight increase in cost per visit in Year Three is due to a 1% increase in Medicaid utilization and a 1%
decrease in commercial utilization.

Medicare reimbursement was based on the 2014 Medicare fee schedule which currently reimburses 58%
of the Hospital Outpatient Department rate. Based on experience, the applicant estimated commercial
reimbursement at around 118% of Medicare for ophthalmology cases, Medicaid Managed Care at around
90% of Medicare, and $200 per case for charity (sliding/discounted fee schedule) cases.

Utilization by payor source during first and third years is broken down as follows:

Year One  Year Three

Medicare Fee-For-Service 37.0% 37.0%
Medicaid Fee-For-Service 4.0% 5.0%
Commercial Fee-For-Service 57.0% 56.0%
Charity Care 2.0% 2.0%

Expense and utilization assumptions are based on historical experience of the physicians’ private
practices.

Capability and Feasibility
Project costs are $666,800 and will be met with $86,800 from proposed members’ equity and a $580,000
bank loan over five years at 5%. A bank letter of interest has been provided by First Niagara Bank.

Working capital requirements are estimated at $267,144 based on two months of third year expenses and
will be satisfied by a loan of $130,000 from First Niagara Bank at 5% over a five-year term with the
remaining $137,144 from the proposed members’ equity. BFA Attachment A is the net worth of the
proposed members, which indicates the availability of sufficient funds for stated levels of equity. BFA
Attachment B, the pro forma balance sheet for the applicant, indicates that the facility will initiate
operations with net assets of $223,944.

The submitted budget indicates the facility will generate net income of $585,611 and $613,599 in the first
and third years, respectively. Revenues are based on prevailing reimbursement methodologies for FASC
ophthalmology services.

Based on the preceding, and subject to the noted contingencies, the applicant has demonstrated the
capability to proceed in a financially feasible manner.

Recommendation
From a financial perspective, contingent approval is recommended.

|
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Supplemental Information |

Below are presented summaries of responses by hospitals to letters from the Department asking for
information on the impact of the proposed ambulatory surgery center (ASC) in their service areas. There
follows a summary of the applicant’s response to DOH’s request for information on the proposed facility’s
volume of surgical cases, the sources of those cases, and on how staff will be recruited and retained by
the ASC.

Facility: Albany Memorial Hospital --- No Response
600 Northern Boulevard

Albany, NY 12204

Facility: Albany Medical Center Hospital --- No Response
43 New Scotland Avenue

Albany, NY 12208

Facility: St. Peter’s Health Partners --- No Response
St. Peter’s Hospital
315 South Manning Blvd.

Albany, NY 12208

Facility: St. Peter’s Health Partners --- No Response
St. Mary’s Hospital
1300 Massachusetts Avenue

Troy, NY 12180

St. Peter’s Health Partners
Samaritan Hospital

2215 Burdett Avenue

Troy, NY 12180

Facility:

Current OR Use

Amb. Surg. Cases

Reserved OR Time

. Surgery Cases by Applicant for Applicant
0,
(% of capacity) Physicians Physicians
Inpatient Ambulatory
0/1
24% 1,305 3.028 Yes Yes

The hospital opposes the application, stating that one of the three applicant surgeons performs
approximately 700 procedures per year at the facility, which represents 12 percent of Samaritan’s
operating room volume and constitutes an annual contribution margin of $625,000. The hospital states
that the potential loss of the 700 cases would have a significant negative impact on Samaritan’s financial
performance. The hospital does not describe any specific community-oriented services that would be
adversely affected by that development.

In 2014, St. Peter's Health Partners had current assets of $447.9 million on current liabilities of $176.7
million, for a ratio of 2.50. In 2014, St. Peter's Health Partners had revenues of $1.185 billion on
expenses of $1.167 billion, for an operating gain of $18 million. For its fiscal year ending 2015, Samaritan
Hospital (combined with St. Mary’s) shows and operating loss of $2.1 million. Samaritan Hospital provided
charity care in the amount of $1,347,902 and $4,102,485 for its fiscal years 2015 and 2014, respectively.

! Includes OR utilization at St. Mary's Hospital, which was merged with Samaritan in 2011.
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Samaritan Hospital incurred expenditures for bad debt in the amount of $9,770,924 and $11,632,049 for
fiscal years 2015 and 2014.

Facility: Ellis Hospital
1101 Nott Street
Schenectady, NY 12308

Current OR Use Amb. Surg.. Cases | Reserved QR Time
(% of capacity) Surgery Cases by Ap_pll|cant for Ap.plllcant
Physicians Physicians
Inpatient
46% inpatient Dgta not Ambulatory
55% ambulatory? provided Data not No No
provided

Although Ellis Hospital acknowledges that none of the applicant physicians currently operate at its facility,
the hospital speculates that the ASC will pull volume from Ellis, resulting in a loss of revenue. The
hospital also states that it currently has capacity for more surgical volume.

In 2012, Ellis Hospital had current assets of $93.9 million on current liabilities of $62.1 million, for a ratio
of 1.5. In 2013, Ellis Hospital had current assets of $97.7 million on current liabilities of $60.4 million, for
aratio of 1.6. In 2012, Ellis Hospital had revenues of $368.1 million on expenses of $366.0 million, for an
operating gain of $2.1 million. In 2013, Ellis Hospital had revenues of $380.6 million on expenses of
$378.3 million, for an operating gain of $2.3 million. In 2013, Ellis incurred $12.0 million in bad debt
expense and $11.3 million in charity care. In 2014, the hospital incurred $8.5 million in bad debt expense
and $8.5 million in charity care.

Supplemental Information from Applicant

Need and source of Cases: The applicant states that the proposed ASC will provide ambulatory surgery
services to patients of ophthalmologists on its medical staff who elect to use the facility to perform their
outpatient surgeries; and that surgeries performed at the ASC would otherwise be performed at area
hospitals. The applicant also expects that patients will prefer to have their surgeries performed at a new,
convenient, patient-friendly, state-of-the-art ambulatory surgery center whose specialty is eye surgery,
rather than in a hospital.

Staff Recruitment and Retention: The applicant states that employees will be recruited from accredited
schools and training programs, as well as through advertisements in local newspapers and professional
publications. The ASC plans to offer competitive salary and benefits and will maintain good resource and
communication systems. In addition, the ASC will provide a positive work environment and flexible
working hours.

Office-Based Cases: The applicant states that approximately 170 of the 2,073 procedures projected for
the facility are currently performed in an office setting.

DOH Comment

Of the comments received from two area hospitals, Ellis Hospital stated that none of the physicians
proposed to operate at the ASC currently practice at that facility. The Department therefore considers
Ellis’'s comments regarding a possible adverse impact of the ASC on Ellis’s revenues and operations to
be entirely speculative. Although Samaritan Hospital documented a possible loss of revenues to the
ASC, Samaritan is part of a larger system, St. Peter’s Health Partners, whose revenues exceed $1 billion
and which has other robust financial indicators. Based on these considerations, the Department finds no
basis for reversal or modification of the recommendation for limited life approval of the proposed ASC
based on public need, financial feasibility and owner/operator character and competence.

2 Main hosBitaI and off-site facilitz combined
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Attachments |

BPNR Attachment A Map
BFA Attachment A Net Worth of Proposed Members
BFA Attachment B Pro Forma Balance Sheet, Colonie ASC, LLC

|
Project #151288-B Exhibit Page 10



NEWYORK | Department Public Health and Health
Planning Council

STATE OF

OPPORTUNITY. Of Health

Project # 152036-E
AGCNY East, LLC d/b/a Endoscopy Center of
Central New York

Program:

Purpose: Establishment

Diagnostic and Treatment Center

County: Onondaga
Acknowledged: July 20, 2015

Executive Summary

Description

AGCNY East, LLC d/b/a Endoscopy Center of
Central New York (AGCNY), a New York
proprietary Article 28 Diagnostic and Treatment
Center (D&TC) located at 4000 Medical Center
Drive, Fayetteville (Onondaga County), New
York, is requesting indefinite life. The D&TC is
certified as a single-specialty freestanding
ambulatory surgery center (FASC) specializing
in gastroenterology procedures. The facility was
approved by the Public Health Council with a
five-year limited life under CON #092006 and
began operation effective December 14, 2010.
The FASC's initial five-year limited life will expire
on December 14, 2015.

OPCHSM Recommendation
Contingent Approval

Need Summary
Data submission by the applicant, as a
contingency of CON 092006, is completed.

Based on CON 092006, Endoscopy Center of
Central New York projected 4,052 procedures in
Year 1 (2011) and 4,216 procedures in Year 3
(2013). Medicaid procedures were projected at
four (4) percent and charity care was projected
at two (2) percent. Based on the Annual Reports
submitted by the applicant, the total number of
procedures was 3,396 in Year 1 (2011) and
4,859 in Year 3 (2013). Actual charity care in
Year 3 (2013) was 1.0 percent.

Upon approval of this project, Endoscopy Center
of New York projects 4,946 visits in Year 1 and
5,047 visits in Year 3 with 4.0 % Medicaid visits
and 1% percent charity care. There will be no
changes in services.

Program Summary

Based on the information reviewed, staff found
nothing that would reflect adversely upon the
applicant’s character and competence or
standing in the community.

Financial Summary
There are no project costs associated with this
application.

Budget: Year One
Revenues $2,820,000
Expenses $1,612,000
Net Income $1,208,000
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Recommendations

Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management

Approval contingent upon:

1. Submission of a photocopy of an executed and completed facility lease agreement between Cedar
Bay Properties, LLC and AGCNY East, LLC, acceptable to the Department. [CSL]

2. Submission of a photocopy of the applicant’s executed Certificate of Assumed Name, acceptable to
the Department. [CSL]

3. Submission of a photocopy of the membership interest transfers and any additional transfer
documents, which are acceptable to the Department. [CSL]

4. Submission of a photocopy of the applicant’s executed proposed operating agreement, which is
acceptable to the Department. [CSL]

5. Submission of a statement from the applicant, acceptable to the Department, that the proposed
financial/referral structure has been assessed in light of anti-kickback and self-referral laws, with the
consultation of legal counsel, and it is concluded that proceeding with the proposal is appropriate.
[CSL]

6. Submission of a photocopy of the consulting and administrative services agreement, acceptable to
the Department. [CSL]

Approval conditional upon:

1. The project must be completed within three years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

Council Action Date
October 8, 2015

|
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Need Analysis |

Project Description

AGCNY East, LLC d/b/a/ Endoscopy Center of Central New York, an existing Article 28 Diagnostic and
Treatment Center certified as a single specialty ambulatory surgery center providing gastroenterology
services, is requesting permission to convert to indefinite life following a five year limited life with an
Operating Certificate dated December 14, 2010 to December 14, 2015. The facility is located at 4000
Medical Center Drive, Fayetteville, 13066, in Onondaga County.

Analysis
The ASC's primary service area is Onondaga County. The table below provides information on
projections and utilization for Years 1 and 3 based on CON 092006.

Projected Projected Actual Procedures | Actual Procedures
CON 092006 Procedures Procedures Annual Reports Annual Reports
Endoscopy Year 1 Year 3 Year 1 Year 3
Center (2011) (2013) (2011) (2013)
Total 4,052 4,216 3,396 4,859

The table below shows projections by payor for CON 092006 and actual utilization for 2013.

Projected Year 3 Actual
CON 092006 Projections (2013) (2013)
Medicaid FFS/MC 2.0% 3.5%
Medicare FFS/MC 22.1% 25.2%
Commercial FFS/MC 73.9% 70.0%
Charity Care 2.0% .9%
Total 100% 100%

The table below shows actual utilization for 2014 and projections for Year 3 for this project.

CON 152036 Projections Actual 2014 Projected 2018

Medicaid FFS/MC 3.8% 4.5%
Medicare FFS/ MC 26.9% 30.7%
Commercial FFS/MC 68.1% 63.9%
Charity Care .9% .9%
Total: 100% 100%

Since the passage of the Affordable Care Act, access to healthcare coverage has improved in New York
State, which means fewer people in need of traditional Charity Care. Through February 2015, the
number of uninsured individuals in Onondaga County has dropped from 41,600 before passage of the
Affordable Care Act to approximately 5,000 (an 88% drop). Roughly 71% of these newly insured people
have been enrolled in Medicaid plans. The likelihood of obtaining a significant volume of charity care
cases has been severely diminished in light of this development.

In its effort to provide charity care, the center has taken the following actions:

o Established contracts with three Medicaid managed care plans.

e One of the center’s physician’s volunteers one day a month at Assumption Church’s Portello Health
Center (staffed by volunteers and provides free medical care to the uninsured).

o The center receives Medicaid referrals from Syracuse Community Health Center (an FQHC) and has
scheduled meetings to increase Gl referrals and to participate in a Medicaid managed care plan
associated with this FQHC.

Endoscopy Center of Central New York is committed to serving individuals needing care regardless of the

source of payment or the ability to pay.
_______________________________________________________________________________________________________________________________|]
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Conclusion

Because the number of uninsured individuals has dropped by 88 percent in AGCNY’s service area, the
facility’s attainment of a level of charity care that is still nearly one-half of its original target, together with a
level of services to Medicaid clients that has reached nearly twice the ASC’s original target for that
population, indicate that AGCNY has made a reasonable and sustained effort to extend services to the
underserved in the Onondaga County area. Therefore, certification for indefinite life should be granted.

Recommendation
From a need perspective, approval is recommended.

Program Analysis |

Program Proposal

AGCNY East, LLC, d/b/a/ Endoscopy Center of Central New York, an existing Article 28 Diagnostic and
Treatment Center certified as a single specialty (gastroenterology) ambulatory surgery center, located in
Suite 308 of the Northeast Medical Building Condominium at 4000 Medical Center Drive in Fayetteville
(Onondaga County), is requesting permission to convert to indefinite life following a five year conditional,
limited life approval (approved under CON #092006).

The Center is not proposing to add any services, expand or renovate the facility. Staffing is expected to
remain at current levels (14.1 FTESs) and Scott Edison, M.D. will serve as the Center's Medical Director.

Compliance with Applicable Codes, Rules and Regulations

The medical staff will continue to ensure that procedures performed at the facility conform to generally
accepted standards of practice and that privileges granted are within the physician's scope of practice
and/or expertise. The facility’s admissions policy will include anti-discrimination regarding age, race, creed,
color, national origin, marital status, sex, sexual orientation, religion, disability, or source of payment. All
procedures will be performed in accordance with all applicable federal and state codes, rules and
regulations, including standards for credentialing, anesthesiology services, nursing, patient admission and
discharge, a medical records system, emergency care, quality assurance and data requirements.

This facility has no outstanding Article 28 surveillance or enforcement actions and, based on the most
recent surveillance information, is deemed to be currently operating in substantial compliance with all
applicable State and Federal codes, rules and regulations. This determination was made based on a review
of the files of the Department of Health, including all pertinent records and reports regarding the facility’s
enforcement history and the results of routine Article 28 surveys as well as investigations of reported
incidents and complaints.

Recommendation
From a programmatic perspective, approval is recommended.
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Financial Analysis |

Operating Budget

The applicant has submitted an operating budget, in 2015 dollars, for the current year of operations and
for year one subsequent to receiving permanent life, as shown below:

Revenues:

Commercial Fee For Service
Medicare Fee For Service
Medicaid Managed Care
Private Pay

Total Revenues

Expenses:
Operating
Capital

Total Expenses

Net Income or (Loss):

Utilization (cases):
Cost per case:

Current Year Year One
$2,204,573 $2,190,000
$460,800 $521,000
$101,500 $109,000
$7,300 $0
$2,774,173 $2,820,000
$1,320,895 $1,375,000
231,027 237,000
$1,551,922 $1,612,000
$1,222,181 $1,208,000
4,832 4,946
$321.18 $325.92

Projected utilization, revenues and expenses are based on current operating experience.

Utilization by payor source related to the submitted operating budget is as follows:

Payor Source

Commercial Fee For Service
Medicare Fee For Service
Medicaid Managed Care
Private Pay

Charity Care

Total

Current Year

Cases %
3,291 68.11%
1,302 26.95%

182 3.77%
12 0.25%

45  0.93%
4,832 100%

Year One
Cases %
3,234 65.39%
1,470 29.72%
196 3.96%
0 0.00%
46  0.93%
4,946 100%

Per AGCNY'’s establishment CON, Medicaid and charity care utilization were projected to be 2% and 2%,
respectively, of total procedures in the first and third year of operation. As documented in AGCNY'’s

SPARCS data submissions, the facility has experienced difficulty meeting their charity care projections to
date. However, Medicaid utilization was 1.3% (2011), 2.6% (2012), 3.5% (2013) and 3.8% (2014) of their
total caseload, exceeding their initial projections in all but 2011.

AGCNY indicated that they have adopted a formal Charity and Financial Assistance Program, inclusive of
a sliding fee scale to patients without insurance coverage, and provisions are made for those who cannot
afford services. Their current efforts to treat underserved populations include participating with three
Medicaid managed care plans and volunteering one day per month at the Poverello Health Center in
Syracuse to provide free colon cancer screenings and Gl diagnostic services. This Franciscan Northside
Ministries clinic offers free medical care to the uninsured and is staffed by volunteers.

Going forward, their strategy includes improved outreach efforts by the physician group practice,
Associated Gastroenterologists of Central New York, PC (Associated Gastro) and increasing AGCNY'’s
presence at the Poverello Health Center to obtain referrals. Associated Gastro has scheduled meetings
with St Joseph’s Hospital Health Center to discuss providing services at the hospital’'s Westside Clinic,
and with Syracuse Community Health Center (SCHC), a Federally Qualified Health Center, to discuss
referrals and participating in SCHC's affiliated Total Care Medicaid Managed Care Plan.

|
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With these efforts, the applicant believes they can improve their service delivery to underserved
populations and sustain these efforts into the future.

Capability and Feasibility
There are no project costs associated with this application.

AGCNY’s submitted budget indicates a net income of $1,208,000 in year one. Revenues are based on
current reimbursement methodologies. The budgets are reasonable.

BFA Attachment A is Endoscopy Center of Central New York’s 2012-2014 financial summary, which
shows the FASC had an average positive working capital, an average positive equity position, and
generated an average positive net income for each period.

The applicant has demonstrated the capability to proceed in a financially feasible manner.

Recommendation
From a financial perspective, approval is recommended.

Attachments

BFA Attachment A 2012-2014 Financial Summary of Endoscopy Center of Central New York
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NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY.

of Health

Project # 151250-B

County: Suffolk

LISH, Inc.
Program: Diagnostic and Treatment Center
Purpose: Establishment and Construction

Acknowledged: June 1, 2015

Executive Summary

Description
This CON amends and supersedes CON
#142031, which was approved by the PHHPC in
October 2014. Subsequent to approval, United
Cerebral Palsy of Nassau County, Inc. withdrew
from the project. Per this amended application,
LISH, Inc. (LISH), a newly formed New York
State not-for-profit corporation, requests
approval to establish an Article 28 diagnostic
and treatment center (D&TC) and five extension
clinics in Suffolk County. The main clinic site
and five extension clinics will be located at:
e Main Site: 159 Carleton Avenue,
Central Islip;
¢ LISH at the Family Wellness Center: 120
Plant Street, Hauppauge;
e LISH at Smithtown: Landing Meadow
Road, Smithtown;
e LISH at Manorville: 221 North Sunrise
Highway Service Road, Manorville;
e LISH at Port Jefferson Station: 51-33
Terryville Road, Port Jefferson Station; and
e LISH at Riverhead: 883 E. Main Street,
Riverhead.

All of the clinic sites are currently operated as
Article 28 facilities by one of the following three
human service agencies: Developmental
Disabilities Institute, Inc. (DDI), Family
Residences and Essential Enterprises, Inc.
(FREE), and United Cerebral Palsy of Greater
Suffolk, Inc. (UCP Suffolk). The entities provide
primary and specialty medical and dental
services at their respective clinics, and are
joining together to form LISH to ensure the long-
term financial sustainability of the health care
services they provide to the at-risk populations
they serve. The intent is to increase access to

care, achieve efficiencies by placing currently
fragmented operations under one
comprehensive network, and effectuate positive
net financial impact on the three human services
organizations. LISH will serve all underserved
populations throughout Long Island, with a
primary focus on patients with developmental
disabilities.

Upon approval of this CON, LISH intends to
change its name to Long Island Select
Healthcare, Inc. and become a sub-grantee of
Hudson River HealthCare (HRHCare), a
Federally Qualified Health Center (FQHC) that
has a network of twenty-two health centers
serving ten counties in the Hudson Valley and
Long Island regions. HRHCare has provided a
letter of interest in support of LISH becoming a
FQHC sub-grantee.

OPCHSM Recommendation
Contingent Approval

Need Summary

LISH proposes to serve all underserved
populations throughout Long Island, but its
primary focus will be on serving patients with
developmental disabilities (DD).

The number of projected visits for all sites
combined is 62,074 in Year 1, of which 38
percent are expected to be primary care visits.
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Program Summary

Based on the information reviewed, staff found
nothing that would reflect adversely upon the
applicant’s character and competence or
standing in the community.

Financial Summary

Project costs of $840,649 will be met via cash
through a subvention agreement between LISH
and: DDI for $275,839.33, FREE for
$237,961.33, and UCP Suffolk for $326,848.34.

Budget: Revenues $13,623,002
Expenses $12,749,849
Net Income $873,153

|
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Recommendations

Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management
Approval contingent upon:

1.

10.

11.

12.

13.

14.

Submission of a check for the amount enumerated in the approval letter, payable to the New York
State Department of Health. Public Health Law Section 2802.7 states that all construction
applications requiring review by the Public Health and Health Planning Council shall pay an additional
fee of fifty-five hundredths of one percent of the total capital value of the project, exclusive of CON
fees. A copy of the check must be uploaded into NYSECON. [PMU]

Submission of an executed transfer and affiliation agreement, acceptable to the Department, with a
local acute care hospital for each of the six (6) sites. [HSP]

Submission of an executed acquisition agreement, acceptable to the Department of Health. [BFA]
Submission of an executed subvention agreement/certificate, acceptable to the Department of Health,
between LISH, Inc. and Developmental Disabilities Institute, Inc., Family Residences and Essential
Enterprises, Inc. and United Cerebral Palsy of Greater Suffolk, Inc. [BFA]

Submission of the executed building lease agreements for the Central Islip, Port Jefferson Station,
Smithtown, Manorville, Riverhead, and Hauppauge LISH sites, acceptable to the Department of
Health. [BFA]

Submission of an executed FQHC sub-grantee agreement between Hudson River HealthCare, Inc.
and LISH, Inc. [BFA]

Submission of a photocopy of an executed and completed facility lease agreement between LISH,
Inc. and United Cerebral Palsy Association of Greater Suffolk, Inc., acceptable to the Department.
[CSL]

Submission of a photocopy of an executed and completed facility lease agreement between LISH,
Inc. and Family Residence and Essential Enterprises, Inc., acceptable to the Department. [CSL]
Submission of a photocopy of an executed, completed and legible facility lease agreement between
LISH, Inc. and Independent Group Home Living, Inc., acceptable to the Department. [CSL]
Submission of a photocopy of an executed, completed and legible facility lease agreement between
LISH, Inc. and Mayhaven Center of Hope, Inc., acceptable to the Department. [CSL]

Submission of a photocopy of an executed and completed facility sublease agreement between LISH,
Inc. and Developmental Disabilities Institute, Inc., acceptable to the Department. [CSL]

Submission of a photocopy of an executed and completed facility lease agreement between LISH,
Inc. and Developmental Disabilities Institute, Inc., acceptable to the Department. [CSL]

Submission of a photocopy of the applicant’s executed Restated Certificate of Incorporation of LISH,
Inc., acceptable to the Department. [CSL]

Submission of a photocopy of the applicant’s executed and completed by-laws, which are acceptable
to the Department. [CSL]

Approval conditional upon:

1.

The project must be completed within three years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

Submission of documentation of receipt of Health Resources and Services Administration (HRSA)
Section 330 Grant funding (as a sub-grantee), acceptable to the Department of Health. [BFA]

The staff of the facility must be separate and distinct from staff of other entities. [HSP]

The signage must clearly denote the facility is separate and distinct from other adjacent entities.
[HSP]
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5. The entrance to the facility must not disrupt any other entity's clinical program space. [HSP]

6. The clinical space must be used exclusively for the approved purpose. [HSP]

7. The applicant is required to submit Final Construction Documents, as described in BAER Drawing
Submission Guidelines DSG-05, for record purposes prior to the applicant’s start of construction.
[AES]

8. Construction must start on or before November 1, 2015 and construction must be completed by
November 30, 2015, presuming approval to start construction is granted prior to commencement. In
accordance with 10 NYCRR Section 710.10(a), if construction is not started on or before the start
date this shall constitute abandonment of the approval. It is the responsibility of the applicant to
request prior approval for any changes to the start and completion dates. [AES]

Council Action Date
October 8, 2015
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Need Analysis |

Project Description

LISH, Inc. is requesting approval to establish a diagnostic and treatment center (D&TC) and five (5)
extension clinics to serve Suffolk County. All sites are currently operated as Article 28 facilities by three
different operators - three D&TC's and three extension clinics. The proposed location of the main site
D&TC is 159 Carleton Avenue, Central Islip, 11722, in Suffolk County.

Analysis

LISH will take over the operations of the sites, which are currently operated by three human services
organizations, to provide primary and specialty medical care and dental services primarily to patients with
developmental disabilities.

The table below identifies the service area for each site.

Proposed Sites City Zip Code | Service Area

D&TC Main Site: LISH at Central Islip-159 Central Islip 11722 11722, 11716, 11717,
Carleton Avenue 11752

Extension Clinic: LISH at the Family Hauppauge 11788 11788, 11725, 11749,
Wellness Center- 120 Plant Street 11779

Extension Clinic: LISH at Smithtown- Smithtown 11787 11787, 11754, 11767,
Landing Meadow Road 11780

Extension Clinic: LISH at Manorville- Manorville 11941 11941, 11949, 11940,
221 North Sunrise Hwy Service Road 11977,11978
Extension Clinic: LISH at Port Jefferson Port Jefferson 11776 11776, 11720, 11733,
Station-51-33 Terryville Road Stn. 11766, 11777, 11784
Extension Clinic: LISH at Riverhead- Riverhead 11901 11901, 11792, 11933,
883 E Main Street 11948

Proposed services at the main site and the five extension clinics are Medical Services-Primary Care,
Medical Services-Other Medical Specialties, and Dental Care O/P.

The number of projected visits for all sites combined is 62,074 in Year 1 and 65,217 in Year 3, 38 percent
of which are primary care visits, as given below.

Year 1 Year 3
Total % Primary Total % Primary
Type Proposed Sites Visits Care Visits Care

Main Site | Central Islip 12,060 32.7% 12,671 32.7%
Ext. Clinic | Hauppauge-Fam Wellness Ctr 19,904 37.2% 20,912 37.2%
Ext. Clinic | Manorville 1,500 56.2% 1,577 56.2%
Ext. Clinic | Port Jefferson Station 3,430 49.4% 3,604 49.4%
Ext. Clinic | Riverhead 14,597 35.5% 15,335 35.5%
Ext. Clinic | Smithtown 10,583 42.2% 11,118 42.2%
Total Project 62,074 37.9% 65,217 37.9%

Prevention Quality Indicators-PQIls

PQIs are rates of admission to the hospital for conditions for which good outpatient care can potentially
prevent the need for hospitalization, or for which early intervention can prevent complications or more
severe disease.

The table below provides information on the 2013 PQI rates for major condition categories such as acute
conditions and respiratory, as well as the overall total. The rates are presented for the zip codes of the six
sites combined in Suffolk County and for the entire State. All numbers represent hospital admissions per
100,000 adults. PQI rates are significantly higher for the Suffolk County sites than for the State as a
whole.

|
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Suffolk
County
PQI Rates-2013 Sites? NYS
All Acute 588 473
All Respiratory 378 312
Overall Total? 1,669 1,408

Source: NYSDOH-Health Data NY- PQI
! Suffolk County Sites Zip Codes: Main Site (11722) plus Five Extension Clinic Sites (11788, 11787, 11941, 11776, and 11901)

Combined.
2Qverall Total includes major condition categories such as acute conditions, circulatory, diabetes, and respiratory.

Conclusion

The proposed project will reorganize these respective Article 28 clinics into a comprehensive network of
community health centers, thereby increasing access to primary and specialty medical and dental care
services for all underserved populations throughout Long Island. Its primary focus will be serving patients
with developmental disabilities (DD).

Recommendation
From a need perspective, approval is recommended.

Program Analysis |

Project Proposal

LISH, Inc., a newly-formed not-for-profit corporation, is submitting a project amendment seeking approval
for the establishment of a diagnostic and treatment center (D&TC) and five extension clinic sites to be
located throughout Suffolk County by taking over Article 28 sites operated by the three human services
organizations (Developmental Disabilities Institute (DDI), Family Residences and Essential Enterprises,
Inc. (FREE) and United Cerebral Palsy of Greater Suffolk, Inc. (UCP Suffolk)). LISH will provide primary
and specialty medical and dental services primarily to the developmentally disabled.

LISH previously received contingent approval (under CON 142031) to establish a D&TC and six
extension clinics throughout Nassau and Suffolk Counties. As part of that project, LISH was to have taken
over four D&TCs and three extension clinics operated by four human service organizations, however,
since the contingent approval, one of the agencies, United Cerebral Palsy of Nassau County (UCPN) has
decided not to proceed with the three others in forming LISH.

By reorganizing their respective Article 28 clinic services into a comprehensive network of community
health centers, the three entities believe they will increase access to primary and specialty medical and
dental care, reduce the inefficiencies in fragmented services, achieve efficiencies of scale to ensure the
long-term financial sustainability of the health services provided by LISH, and effectuate a positive net
financial impact on the human services organizations, thereby preserving essential non-Article 28
developmental disability services (e.g., educational, residential, day habilitation and vocational services).

Construction is proposed for only two sites. The applicant does not anticipate any changes in hours or
staffing from the current operators (other than the addition of centralized administrative staff to support
the administrative, billing and IT functions of LISH). LISH will add hours and adjust staffing as volume
and demand for services increases.

Upon approval, LISH, Inc. will change its name to Long Island Select Healthcare, Inc. and become a sub-
grantee of Hudson River HealthCare, a Federally Qualified Health Center (FQHC).

|
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The six sites to be operated by LISH (main D&TC site and five extension clinics) are:

Proposed Name Address Current Operator PFI County
of Site
LISH at Central Islip 159 Carleton Ave. United Cerebral Palsy 914 Suffolk
(Main Site) Central Islip NY 11722 Assoc. of Greater Suffolk,

Inc.
LISH at Port 51-33 Terryville Rd. United Cerebral Palsy 5718 | Suffolk
Jefferson Station Port Jefferson Station, NY Assoc. of Greater Suffolk,
(Extension Clinic) 11776 Inc.
LISH at the Family 120 Plant St. Hauppauge, Family Residences and 6240 | Suffolk
Wellness Center NY 11788 Essential Enterprises, Inc.
(Extension Clinic)
LISH at Smithtown Landing Meadow Rd, Developmental Disabilities | 4940 | Suffolk
(Extension Clinic) Smithtown, NY 11787 Institute, Inc.
LISH at Manorville 221 North Sunrise Highway | Developmental Disabilities | 4864 | Suffolk
(Extension Clinic) Service Rd, Manorville, NY Institute, Inc.

11941

LISH at Riverhead 883 East Main St. Developmental Disabilities | 4862 | Suffolk
(Extension Clinic) Riverhead, NY 11901 Institute, Inc.

Character and Competence
The proposed board membership is:

Name

Affiliation

Robert Budd

Family Residences and Essential Enterprises, Inc.

John Lessard

Developmental Disabilities Institute, Inc.

Stephen Friedman

United Cerebral Palsy of Greater Suffolk, Inc.

Staff from the Division of Certification & Surveillance previously reviewed (under CON 142031), and
verified under this project, the disclosure information of the LISH members, as well as the proposed

Medical Director, Dr. James Powell, regarding licenses held, formal education, training in pertinent health
and/or related areas, employment history, a record of legal actions, and a disclosure of the applicant’s
ownership interest in other health care facilities. Licensed individuals were checked against the Office of
Medicaid Management, the Office of Professional Medical Conduct, and the Education Department
databases as well as the US Department of Health and Human Services Office of the Inspector General
Medicare exclusion database.

Additionally, the staff from the Division of Certification & Surveillance reviewed the ten-year surveillance
history of all associated facilities. Sources of information included the files, records, and reports found in
the Department of Health. Included in the review were the results of any incident and/or complaint
investigations, independent professional reviews, and/or comprehensive/focused inspections. The review
found that any citations were properly corrected with appropriate remedial action.

Recommendation
From a programmatic perspective, contingent approval is recommended.
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Financial Analysis |

Acquisition Agreement
The change in ownership of the operations will be effectuated in accordance with the terms of the draft
Acquisition Agreement, as summarized below:

Transferors: DDI, FREE and UCP Suffolk

Transferee: LISH, Inc.

Assets Transferred: Article 28 D&TC operating certificates for DDI, FREE and UCP Suffolk
Assets Excluded: None

Liabilities Assumed: None

Purchase Price: $0

DDI, FREE and UCP Suffolk will surrender their respective Article 28 operating certificates when LISH
receives all required approvals to become the operator of the D&TC clinics currently under their licensure.

Total Project Cost and Financing
Total project cost for the renovation and demolition and acquisition of movable equipment for the entire
project is estimated at $840,649 broken down as follows:

Renovation & Demolition $21,789
Design Contingency 2,179
Construction Contingency 2,179
Movable Equipment 807,915
CON Fees 2,000
Additional Processing Fees 4,587
Total Project Cost $840,649

Subproject costs broken down by site are shown on BFA Attachment C.

Financing of the $840,649 total project cost will be met via cash through a subvention agreement.

Subvention Agreement
The applicant has provided a draft subvention agreement for the project cost of $840,649 and the working
capital of $5,000,000 summarized as follows:

Date: To be determined

Subvention Grantors: DDI, FREE and UCP Suffolk

Subvention Grantee: LISH, Inc.

Total Subvention Amounts: $840,649 total project cost and $5,000,000 total working capital
Amount due from DDI $275,839.33 project cost and $1,666,666.67 working capital
Amount due from FREE $237.961.33 project cost and $1,666,666.67 working capital
Amount due from UCP Suffolk | $326,848.34 project cost and $1,666,666.66 working capital

Interest Charged: 0%

This agreement has no interest associated with it, and will be paid back to the Grantors only when the
financial condition of LISH permits the required payment to be made without impairment of LISH'’s
operations or injury to its creditors.
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Lease Rental Agreements
The applicant has submitted draft leases for all of the sites. The terms of each lease are summarized
below:

LISH at Central Islip:

Premises: 14,225 sq. ft. located at 159 Carleton Avenue, Central Islip, NY
Lessor: UCP Suffolk

Lessee: LISH, Inc.

Rental: $697,648 for year 1 with a 2.5% annual increase ($49.04 per sq. ft.)
Term: 10 Years with (1) 10 year renewal term

Provisions: Triple net, Non-arm’s length

LISH at the Family Wellness Center:

Premises: 5,236 sq. ft. located at 120 Plant Street, Hauppauge, NY

Lessor: FREE

Lessee: LISH, Inc.

Rental: $138,764 for year 1 with a 2.5% annual increase ($26.50 per sq. ft.)
Term: 10 Years with (1) 10 year renewal term

Provisions: Triple Net, Non-arm’s length

LISH at Smithtown:

Premises: 4,289 sq. ft. located at Landing Meadow Road, Smithtown, NY.

Lessor: DDI

Lessee: LISH, Inc.

Rental: $184,399 for year 1 with a 2.5% increase per year thereafter ($42.99 per sq. ft.)
Term: 10 Years with (1) 10 year renewal term

Provisions: Triple Net, Non-arm’s length

LISH at Manorville:

Premises: 800 sq. ft. located at 221 North Sunrise Highway Service Road, Manorville, NY
Lessor: Independent Group Home Living, Inc.

Lessee: LISH, Inc.

Rental: $10,973 year one with a 2.5% annual increase ($13.72 per sq. ft.)

Term: 5 year term, with (2) 5 year renewal terms

Provisions: Triple Net, arm’s length

LISH at Port Jefferson Station:

Premises: 1,200 sq. ft. located at 51-33 Terryville Road, Port Jefferson Station, NY

Lessor: Mayhaven Center of Hope, Inc.

Lessee: LISH, Inc.

Rental: $13,024 for year 1, original term of lease ends 12/31/15. Starting 1/1/16 the
new annual rent is $15,900 ($13.25 per sq.ft.) with a 3.75% annual increase.

Term: Original Assignment of Lease expires 12/31/15, the applicant provided a draft
renewal option for an additional 5 years.

Provisions: Triple Net, arm’s length

LISH at Riverhead:

Premises: 8,672 sq. ft. located at 883 E. Main Street, Riverhead, NY

Lessor: East Riverhead Equities

Lessee/Sublessor: | DDI

Sublessee: LISH, Inc.

Rental: $494,220 for year 1 with a 2.5% annual increase ($56.99 per sq. ft.)
Term: Expires with Prime lease on 6/30/23

Provisions: Triple Net, Non-arm’s length

|
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The applicant has provided confirmation that the leases with UCP Suffolk, FREE, and DDI will be pass

through rates based on costs.

Operating Budget

The applicant has submitted an operating budget, in 2015 dollars, for the first and third years of operation

of all the sites, as summarized below:

Year One Year Three
Revenues* $12,379,421 $13,623,002
Expenses
Operating $10,533,197 $11,016,554
Capital $1,678,354 $1,733,295
Total Expenses $12,211,551 $12,749,849
Excess of Revenues over Expenses $167,870 $873,153
Visits 62,074 65,217
Cost Per Visit $196.73 $195.50

*Revenues include: $75,000 in HRSA Federal 330 Grant Funds (both years); $176,501 in meaningful use
incentives (both years); $491,653 in 340B net revenue (year three); $432,500 (year one) and $454,396
(year three) in Non-Mental Health Therapy MCR/MCD Revenue; and $404,312 in Other Revenue (both
years).

Utilization by payor source for the first and third years is as follows:

Years One and Three

Medicaid MC 25.80%
Medicare FFS 2.74%
Medicare MC 61.99%
Commercial FFS 2.84%
Private Pay/Other* 6.32%
Charity Care .32%

*QOther consists of visits classified as Non-Mental Health. Related revenues are included as other
operating revenue under the Non-MH Therapy MCR/MCD classification.

Charity care utilization is projected to be less than 2% through Year 3 as the clinics currently focus on the
developmentally disabled population, nearly all of whom are covered by Medicaid or Medicare. Once the
facility becomes a FQHC sub-grantee, they will expand to provide services to a broader array of patients
including the general public. As a FQHC sub-grantee, the facility will see all types of patients regardless
of their ability to pay and anticipates an increase in charity care visits.

Revenue, expense and utilization assumptions are based on the historical experience of the six currently
operating Article 28 clinics sites, along with the experience of the three human service entities that
operate the clinics.

BFA Attachment D provides the respective operating budgets for each of the D&TC locations.

Capability and Feasibility

The total project cost and the working capital will be provided by a subvention agreement from DDI,
FREE, and UCP Suffolk for $5,840,649 at the above stated terms. BFA Attachment B is the current
certified financial statements for the three entities, which show sufficient resources to meet the project
cost and working capital requirements.
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Working capital requirements are estimated at $2,124,975 based on two months of Year 3 expenses,
which appear reasonable. The applicant has provided a draft subvention agreement for the working
capital in the amount of $5,000,000 at the above stated terms. The additional working capital provided
through the subvention agreement is to minimize any cash flow concerns that may be encountered
resulting from a delay in obtaining FQHC Medicaid rates due to the rate-setting process.

The submitted budget indicates a net income of $167,870 and $873,153 in Years 1 and 3 respectively,
and assumes receipt of stated grant funds. Revenues are based on current reimbursement
methodologies for FQHC diagnostic and treatment services. HRHCare has provided a letter of interest
for LISH to become a sub-grantee and will submit a change in scope request on or about October 31,
2015, to add the LISH sites to its Federal scope of project. HRSA typically approves such changes in
scope requests within approximately 120 days of submission of the request, at which point the LISH sites
would be eligible for FQHC Medicaid rates. The D&TC is anticipated to go live on or about April 1, 2016,
the same time that the FQHC sub-grantee recipient/change in scope of project approval is expected to be
obtained. Hence, approvals will converge and the D&TC will never be operational without the FQHC
rates. The budget appears reasonable.

BFA Attachment A is the pro forma balance sheet of LISH, Inc. as of the first day of operations, which
indicates that the operations will begin with a breakeven members’ equity.

BFA Attachment B is the 2012-2014 certified financial summaries of DDI, FREE and UCP Suffolk, which
indicates that DDI and UCP Suffolk experienced an average positive working capital, maintained an
average positive member’s equity, and generated an average positive net income for the period. FREE
experienced an average negative working capital position, maintained an average positive member’s
equity position and generated an average positive net income for the period. FREE’s negative working
capital in 2013 is a result of $3.4 million in deferred revenue and recoveries, primarily due to the following:

e InJuly 2011, OPWDD issued a draft rate adjustment in FREE’s Intermediate Care Facilities (ICF)
program that was a reduction of about $1.2 million per year. They were not able to get final approval
on that rate until 2014, and have now begun to recover the overpayments. FREE deferred the
revenue on its financial statements.

e In 2013 FREE received retroactive payments via its Medicaid rate to pay for day rehab services for
ICF patients. Since New York State had previously paid FREE directly for this service, the rate
adjustment was deferred pending recovery by the State. A recoupment of approximately $1.2 million
occurred in January and February 2014.

Subject to the noted contingencies and condition, the applicant has demonstrated the capability to
proceed in a financially feasible manner.

Recommendation
From a financial perspective, contingent approval is recommended.

Attachments |

BFA Attachment A Pro-forma Balance Sheet of LISH, Inc.

BFA Attachment B 2012-2014 Certified financials for Developmental Disabilities Institute, Inc. and
Affiliate, Family Residences & Essential Enterprises, Inc. and United Cerebral
Palsy Association of Greater Suffolk, Inc.

BFA Attachment C  Site specific project costs

BFA Attachment D  Site specific budgets
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF

OPPORTUNITY. Of Health

Project # 152015-B
Community Health Initiatives, Inc.

Program:
Purpose:

Diagnostic and Treatment Center
Establishment and Construction

County: Kings
Acknowledged: July 13, 2015

Executive Summary

Description

Community Health Initiatives, Inc., a not-for-
profit corporation, requests approval for the
establishment and construction of an Article 28
diagnostic and treatment center (D&TC) to be
located at 2882 West 15th Street, Brooklyn
(Kings County). The applicant is currently a
Federally Qualified Health Center and Health
Resources Services Administration (HRSA)
funded New Access Point (NAP) facility seeking
to convert from a physician shared practice
operation to a not-for-profit Article 28 D&TC.
The Center will provide comprehensive primary
care services in federally designated Medically
Underserved Areas of the Coney Island section
of Kings County. The proposed D&TC'’s service
area is also a federally designated Health
Professional Shortage Area (HPSA) and the
Article 28 D&TC will increase the HPSA'’s
physician capacity from 3.1 FTEs to 4.8 FTEs.

OPCHSM Recommendation
Contingent Approval

Need Summary
Community Health Initative, Inc. proposes to
establish an Article 28 Diagnostic and Treatment

Center in Kings County. Proposed services to
be provided are: Medical Services - Primary
Care and Medical Services - Other Medical
Specialties. The number of projected visits is
5,600 for Year 1.

Program Summary

Based on the information reviewed, staff found
nothing that would reflect adversely upon the
applicant’s character and competence or
standing in the community.

Financial Summary

Total project cost of $278,725 will be met as
follows: contributed equipment of $101,232 and
a promissory note of $177,493 at an interest rate
of 10% for a ten-year term.

Budget:
Revenues $3,694,940
Expenses $3,651,711
Excess of Revenues $43,229

over Expenses
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Recommendations

Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management

Approval contingent upon:

1. Submission of a check for the amount enumerated in the approval letter, payable to the New York
State Department of Health. Public Health Law Section 2802.7 states that all construction
applications requiring review by the Public Health and Health Planning Council shall pay an additional
fee of fifty-five hundredths of one percent of the total capital value of the project, exclusive of CON
fees. [PMU]

2. Submission of an executed building lease, acceptable to the Department of Health. [BFA]

3. Submission of the executed Certificate of Incorporation of Community Health Initiatives, Inc.
acceptable to the Department. [CSL]

4. Submission of the Lease Agreement between 2882 West 15th Street LLC, (“Landlord”), and
Community Health Initiatives Inc., the “tenant”, acceptable to the Department. [CSL]

Approval conditional upon:

1. The project must be completed within three years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

2. The staff of the facility must be separate and distinct from staff of other entities. [HSP]

3. The signage must clearly denote the facility is separate and distinct from other adjacent entities.
[HSP]

4. The entrance to the facility must not disrupt any other entity's clinical program space. [HSP]

5. The clinical space must be used exclusively for the approved purpose. [HSP]

6. The submission of Final Construction Documents, as described in Bureau of Architecture and
Engineering Review (BAER) Drawing Submission Guidelines DSG-05, prior to the applicant’s request
for, and Department’s granting approval for the start of construction [AER]

7. Construction must start on or before November 1, 2015 and construction must be completed by
January 15, 2016, presuming approval to start construction is granted prior to commencement. In
accordance with 10 NYCRR Section 710.10(a), if construction is not started on or before the start
date this shall constitute abandonment of the approval. It is the responsibility of the applicant to
request prior approval to any changes to the start and completion dates. [AER]

Council Action Date
October 8, 2015
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Need Analysis |

Background and Analysis
The service area includes Coney Island, located in southwestern Kings County.

Areas of Kings County that are designated Health Care Professional Shortage Areas and Medically
Underserved Areas/Populations are as follows (Source — HRSA):

Health Care Professional Shortage Areas for Primary Care Services:
e Medicaid Eligible — Coney Island/Gravesend

Medically Underserved Area:
e Kings Service Area

The number of projected visits is 5,600 for Year 1 and 10,500 for Year 3.

Prevention Quality Indicators - PQIls

PQIs are rates of admission to the hospital for conditions for which good outpatient care can potentially
prevent the need for hospitalization, or for which early intervention can prevent complications or more
severe disease.

The table below provides information on the PQI rates for the major condition categories such as acute,
circulatory, diabetes, and respiratory for zip code 11224 and for New York State. All of the rates for major
categories of these conditions are significantly higher for the service area than those rates for New York
State.

PQI Rates:

Hospital Admissions per 100,000 Adults Service Area | New York State
All'l 2,267 1,408
All Acute 781 473
All Circulatory 812 401
All Diabetes 466 223
All Respiratory 608 312

Source: DOH Health Data, 2015
1 Due to Rounding, individual conditions may not sum to total

The applicant is committed to serving all persons in need without regard to ability to pay or source of the
payment.

Conclusion
Approval of this project will provide continued access to primary care services and specialty medical
services to Coney Island and the surrounding communities of Kings County.

Recommendation
From a need perspective, approval is recommended.
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Program Analysis |

Project Proposal

Community Health Initiatives, Inc. (CHI), a Federally Qualified Health Center (FQHC) and New Access
Point entity, seeks to establish and construct a Diagnostic and Treatment Center at 2882 West 15th
Street in Brooklyn (Kings County).

Community Health Initiatives, Inc. is converting from a private two-physician shared practice (Drs. Yuri
Birbrayer and James Peri) to a non-profit D&TC that will provide comprehensive primary care services in
medically underserved areas of Coney Island. Specifically, CHI aims to develop a patient-centered model
of integrated care within a culturally and linguistically competent service environment by a primary care
focus on acute, chronic, and rehabilitative treatment to address the physical and mental health needs of
Coney Island residents.

Proposed Operator Community Health Initiatives, Inc.
Site Address 2882 West 15th Street, Lower Level
Brooklyn, NY 11224 (Kings County)
Services Medical Services — Primary Care
Medical Services — Other Medical Specialties
Hours of Operation Monday through Friday from 9 am to 7 pm and
Saturday from 10 am to 2 pm
Staffing (1st Year / 3rd Year) 34.0 FTEs/ 43.0 FTEs
Medical Director(s) Edouard J. Hazel, MD
Emergency, In-Patient and Backup Support Will be provided by Maimonides Medical Center
Services Agreement and Distance 6.1 miles / 20 minutes away

Character and Competence
The proposed Board of Directors for Community Health Initiatives is a consumer-majority Governing
Board comprised of the following individuals:

Name Position

Alex Movshovich Executive Director (Ex-Officio)
Shirley Aikens Chairperson
Julia Daniely Treasurer
Joanne Kennedy Secretary
Diana Felix Board Member
Vickey Vanet Board Member
Latasha Sutton Board Member
Michael Kaplan Board Member
James Malloy Board Member
Timeka Garrison Board Member

Mr. Movshovich holds a degree in business management with a concentration in finance. He is a health
care administrator/consultant with over seven years of management experience. Currently he manages
eight physicians in the proposed service area. He was involved in the development and subsequent
operation of Advance Operations, designing a service model that utilized community resources to
promote early medical intervention efforts. Mr. Movshovich is guiding the transformation of Advance
Operations from a physician management service model to a Federally Qualified Health Center.

Ms. Aikens is retired and currently serves on the board of the Carey Gardens Resident Association as
President. She is also a Community Board 13 member and the Secretary for the Police Council. She
feels her relationship with the community will help the center engage the most underserved in Coney
Island.
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Ms. Daniely serves as the Vice-President on the board of the Carey Gardens Resident Association. She
believes her position will facilitate access to and communication with New York City Housing Authority
(NYCHA) residents to engage them in primary care.

Ms. Kennedy is retired and anticipates being a patient of the facility. In that role, she feels she can
provide valuable feedback from a patient’s point of view.

Ms. Felix is a Carrier Assistant for the U.S. Postal Service. She is a long-time resident of Coney Island
and also plans to be a patient of the center.

Ms. Vanet has owned and operated a laser hair removal spa since 2009. Prior to that, she was self-
employed providing paralegal services. She is a long time resident of Coney Island and feels she can be
instrumental when it comes to cultural competency relating to the Russian population in the service area.

Ms. Sutton is a Credentialed Alcoholism and Substance Abuse Counselor Trainee (CASAC-T) pursuing a
degree in Chemical Dependency Counseling. She has case management experience and has provided
counseling and referral services to individuals in need, specifically to those with substance use disorders.
As a Board Member, she feels she with be an asset in advising the center regarding their substance
abuse component.

Mr. Kaplan has over 20 years of technical and managerial experience in information technology (IT) and
feels his qualifications will allow him to effectively support all IT functions and be instrumental in efforts for
full electronic health record (EHR) integration.

Mr. Malloy is a paraprofessional employed by the New York City Department of Education. Although he
does not possess healthcare experience, Mr. Sutton is a long-time Coney Island resident and a NYCHA
resident.

Ms. Garrison is a Field Representative for the U.S. Census Bureau. She has been an active community
member and is committed to making a positive difference in the community by ensuring that the center
addresses the population’s needs.

Disclosure information was similarly submitted and reviewed for the Medical Director. Edouard J. Hazel,
M.D., a board-certified Internist with sub-certification in Infectious Disease. In his over 30 years of
experience, Dr. Hazel has gained experience in the provision of medical care as well as hospital
administration and public health issues. Currently, he is employed by Henry J. Carter Specialty Hospital
overseeing the work of 10 physicians and PAs and four Infection Control nurses.

Staff from the Division of Certification & Surveillance reviewed the disclosure information submitted
regarding licenses held, formal education, training in pertinent health and/or related areas, employment
history, a record of legal actions, and a disclosure of the applicant’s ownership interest in other health
care facilities. Licensed individuals were checked against the Office of Medicaid Management, the Office
of Professional Medical Conduct, and the Education Department databases as well as the US
Department of Health and Human Services Office of the Inspector General Medicare exclusion database.

Conclusion

Based on the information reviewed, staff found nothing that would reflect adversely upon the applicant’s
character and competence or standing in the community.

Recommendation
From a programmatic perspective, approval is recommended.

|
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Financial Analysis |

Lease Rental Agreement
The applicant has submitted a draft lease agreement for the site that they will occupy, which is
summarized below:

Premises: | 5,111 square feet located at 2882 West 15™ Street, Unit C5, Brooklyn, New York.
Lessor: 2582 West 15th Street, LLC

Lessee: Community Health Initiatives, Inc.
Term: Ten years
Rental; Year One - $86,952 ($17.01 per square foot) with a 3% increase per year thereafter.

Provisions: | The lessee shall be responsible for maintenance and insurance.

The applicant has submitted an affidavit indicating that the lease will be a non-arm’s length lease
arrangement. They have submitted letters from two New York Licensed Real Estate Brokers attesting to
the reasonableness of the per square foot rental amount.

Total Project Cost and Financing
Total project cost for renovations and the acquisition of moveable equipment is estimated at $278,725,
broken down as follows:

Renovation and Demolition $125,000
Design Contingency 12,500
Construction Contingency 12,500
Architect/Engineering Fees 25,000
Moveable Equipment 101,232
CON Fee 1,250
Additional Processing Fee 1,243
Total Project Cost $278,725

Project costs are based on a construction start date of November 1, 2015, and a two-month construction
period.

The applicant’s financing plan appears as follows:

Contributed Equipment $101,232
Promissory Note (10% interest rate for a ten-year term) 177,493
Total $278,725

The executed Promissory Note provides for a principal amount of $180,000 to be credited to an account
on the books of the applicant from which the applicant may draw down for use on the above project costs.

Operating Budget
The applicant has submitted an operating budget, in 2015 dollars, for the first and third year of operation,
summarized below:

Year One Year Three

Revenues:
Medicaid Managed Care/FFS $964,591 $2,040,110
Medicare Fee-For-Service 201,556 426,291
Private Pay 172,763 365,393
Union 100,778 213,146
HRSA NAP Grant 650,000 650,000
Total Revenue $2,089,688  $3,694,940
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Expenses:

Operating $1,973,528  $3,524,592
Capital 103,200 127,119
Total Expenses $2,076,728  $3,651,711
Excess of Revenues over Expenses $12,960 $43,229
Utilization (visits) 10,730 23,550
Cost Per Visit $193.54 $155.06

Utilization broken down by payor source during the first and third years is as follows:

Year One Year Three

Medicaid Managed Care 56.95% 56.95%
Medicaid Fee-For-Service 10.05% 10.05%
Medicare Fee-For-Service 14.00% 14.00%
Private 12.00% 12.00%
Union 7.00% 7.00%

The following is noted with respect to the submitted budget:

e Revenues are based on current reimbursement methodologies by payor. Medicaid revenue was
assessed based on APG reimbursement which the provider indicated is consistent with their cost for
services. Revenue includes HRSA NAP program grant funding. The applicant indicated that they
have received the grant funding for three years and can reapply for ongoing HRSA funding for
subsequent years (open competition basis).

e Utilization assumptions are based on current historical experience of the physician shared practice.

e Expense assumptions are also based on the current historical experience of the physician shared
practice.

The budget appears reasonable.

Capability and Feasibility

Project costs of $278,725 will be met as follows: Contributed Equipment valued at $101,232 and the
balance of $177,493 via a Promissory Note at an interest rate of 10% for a ten-year term. The applicant
has submitted an executed Promissory Note for $180,000 in regard to the financing, and the related
amortization schedule. Interest accrues daily at a rate of 10% per annum on any outstanding principal
balance used by the applicant. The Promissory Note indicates that principal and interest will be deferred
for the first five years, however the Note may be prepaid, in whole or in part, at any time.

Working capital requirements are estimated at $608,619, which is equivalent to two months of third year
expenses. The applicant will meet the working capital requirement via the HRSA NAP grant award
approved at $650,000 per year for the three-year project period starting June 1, 2015 through May 31,
2018. The applicant has submitted the HRSA Notice of Award dated May 8, 2015, confirming receipt of
HRSA NAP funding for this project for Year One, and the recommended future support of $650,000 per
year for Year Two and Year Three. BFA Attachment A is the pro forma balance the sheet as of the first
day of operation, which indicates a positive net asset position of $709,851.

The submitted budget indicates an excess of revenues over expenses of $12,960 and $43,229 during the
first and third years, respectively. Revenues are based on current reimbursement rates for diagnostic
and treatment centers. The submitted budget appears reasonable.

Subject to the noted contingency, the applicant has demonstrated the capability to proceed in a financially
feasible manner.

Recommendation

From a financial perspective, contingent approval is recommended.
_______________________________________________________________________________________________________________________________|]
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Attachments |

BFA Attachment A Pro Forma Balance Sheet

|
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NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY. Of Health

Project # 151308-B
Brooklyn Gardens Dialysis Center

Program:
Purpose:

Diagnostic and Treatment Center
Establishment and Construction

County: Kings
Acknowledged: June 23, 2015

Executive Summary

Description

Brooklyn Gardens Dialysis Center, LLC
(Brooklyn Gardens), a newly formed New York
limited liability company, requests approval for
the establishment and construction of a 15-
station Article 28 end stage renal dialysis
(ESRD) facility to be located at Brooklyn
Gardens Nursing and Rehabilitation Center, a
240-bed, not-for-profit, Article 28 residential
health care facility (RHCF) located at 835
Herkimer Street, Brooklyn (Kings County). The
proposed dialysis center will be located in 8,005
sg. ft. of designated space on the first (1) floor
of the RHCF. Patients who are not residents of
the RHCF will have access through a dedicated
entrance located near the main entry of the
nursing home.

The proposed members of Brooklyn Gardens
Dialysis Center, LLC are Michael Melnicke with
75% membership interest and Leopold
Freidman with 25%. On August 31, 2015, the
members of Brooklyn Gardens entered into a
licensing agreement with the operator of the
RHCF, Providence Care, Inc. (Providence
Care), for site control of the clinic. Under the
terms of the licensing agreement, Providence
Care will construct and equip the facility,
inclusive of all required equipment necessary to
operate an Article 28 ESRD facility, and license
the space and equipment to Brooklyn Gardens.
The applicant has submitted an affidavit
attesting to a relationship with Providence Care

in that the members of Brooklyn Gardens are
Board Members of the nursing home facility.

OPCHSM Recommendation
Contingent Approval

Need Summary

Kings County has a large and diverse population
that is 64% non-white, and has a significant
unmet need for dialysis stations. Currently there
is a need for 164 dialysis stations in the county;
this project would reduce the unmet need to
149.

Program Summary

Based on the information reviewed, staff found
nothing that would reflect adversely upon the
applicant’s character and competence or
standing in the community.

Financial Summary

The total project cost associated with this project
is $77,413 and will be funded via $77,413 cash
equity from the proposed members of Brooklyn
Gardens Dialysis Center, LLC.

Budget:

Year One Year Three
Revenues $1,579,878 $4,817,068
Expenses $1,789,190 $3,508,667
Net Income ($209,312) $1,308,401
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Recommendations

Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management
Approval contingent upon:

1.

Submission of a check for the amount enumerated in the approval letter, payable to the New York
State Department of Health. Public Health Law Section 2802.7 states that all construction
applications requiring review by the Public Health and Health Planning Council shall pay an additional
fee of fifty-five hundredths of one percent of the total capital value of the project, exclusive of CON
fees. [PMU]

Submission of an executed working capital loan commitment, acceptable to the Department of
Health. [BFA]

Submission of an executed consulting agreement, acceptable to the Department of Health. [BFA]
Submission of an executed transfer and affiliation agreement, acceptable to the Department, with a
local acute care hospital. [HSP]

Submission of an executed Consultative/Administrative Services Agreement, acceptable to the
Department. [HSP]

The submission of State Hospital Code (SHC) Drawings, acceptable to the Department, as described
in BAEFP Drawing Submission Guidelines DSG-03. [AER]

Submission of a photocopy of the applicant’s executed Consulting Agreement, acceptable to the
Department. [CSL]

Submission of a photocopy of the applicant’s executed Operating Agreement, acceptable to the
Department. [CSL]

Approval conditional upon:

1.

The project must be completed within three years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

The staff of the facility must be separate and distinct from staff of other entities. [HSP]

The signage must clearly denote the facility is separate and distinct from other adjacent entities.
[HSP]

The entrance to the facility must not disrupt any other entity's clinical program space. [HSP]

The clinical space must be used exclusively for the approved purpose. [HSP]

The submission of Final Construction Documents, signed and sealed by the project architect, as
described in BAEFP Drawing Submission Guidelines DSG-05, prior to the applicant’s start of
construction. [AER]

Construction must start on or before November 1, 2015 and construction must be completed by April
30, 2016, presuming approval to start construction is granted prior to commencement. In accordance
with 10 NYCRR Section 710.10(a), if construction is not started on or before the start date this shall
constitute abandonment of the approval. It is the responsibility of the applicant to request prior
approval for any changes to the start and completion dates. [AER]

Council Action Date
October 8, 2015
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Need Analysis |

Background
The population of Kings County in 2013 was 2,602,373. The population was 64.0% non-white and 12.0%
over the age of 65. Those two demographics are the most at-risk for developing end stage renal disease.

Kings County | New York State
Ages 65 and over: 12.0% 14.4%
Non-white: 64.0% 42.8%

Source: U.S. Census 2013

Capacity

The Department’s methodology to estimate capacity for chronic dialysis stations is specified in Part 709.4

of Title 10 and is as follows:

e One free standing station represents 702 projected treatments per year. This is based on the
expectation that the center will operate 2.5 patient shifts per day at 6 days per week, which is 15
patients per week, per station [(2.5 x 6) x 52 weeks] equals 780 treatments per year. Assuming a
90% utilization rate based on the expected number of annual treatments (780), the projected number
of annual treatments per free standing station is 702. The estimated average number of dialysis
procedures each patient receives from a free standing station per year is 156.

e One hospital based station represents 499 projected treatments per year. This is based on the
expectation that the hospital will operate 2.0 patient shifts per day at 6 days per week, which is 12
patients per week, per station [(2 x 6) x 52 weeks] equals 624 treatments per year. Assuming an 80%
utilization rate based on the expected number of annual treatments (624), the projected number of
annual treatments per hospital station is 499. One hospital based station can treat 3 patients per
year.

o Per Department policy, hospital-based stations may treat fewer patients per year than do free-
standing stations. Statewide, the majority of stations are free-standing, as are the majority of
applications for new stations. As such, when calculating the need for additional stations, the
Department bases the projected need on establishing additional free-standing stations.

e There are currently 718 free-standing chronic dialysis stations operating in Kings County and 195 in
pipeline for a total of 913.

e Based upon DOH methodology, the 718 existing free standing stations in Kings County could treat a
total of 3,231 patients annually. Including the additional 195 pipeline stations, the county could treat a
total of 4,108 patients annually.

Need Projections

2014 2015 2019

Total Total Projected Projected

Patients Residents | Total Patients | Residents

Treated Treated Treated? Treated?
4,318 4,846 5,006 5,455
Free-standing Stations Needed 960 1,077 1,113 1,213
Existing Stations 718 718 718 718
Pipeline Stations 195 195 195 195
Total stations with Pipeline 913 913 913 913
With Approval of this CON 928 928 928 928
Unmet Need with Approval 32 149 153 253

IPatient data is from 2014 and is projected out 5 years, assuming a 3% annual rate of increase.
°Resident data is from 2015 and is projected out 4 years, assuming a 3% annual rate of increase.

The data in the first row, "Free Standing Stations Needed," comes from the DOH methodology of each
station being able to treat 4.5 patients, and each hospital station being able to treat 3 patients annually.
The data in the next row, "Existing Stations," comes from the Department’s Health Facilities Information

|
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System (HFIS). "Unmet Need" comes from subtracting needed stations from existing stations. Patient
and resident data are from IPRO.

The data presented above illustrates a clear need for dialysis stations in Kings County. More residents of
the county receive treatment than patients; this indicates residents are leaving the county for treatment,
which puts a burden on dialysis facilities in nearby counties and subjects patients to increased travel
times.

Conclusion

This project will increase the number of approved dialysis stations in Kings County to 928. Upon
approval, there will remain an unmet need for 149 dialysis stations in the County. This project should
increase the number of residents of Kings County who receive dialysis treatment within the county; this
will lower utilization in neighboring counties, improving access to care for residents of the New York City
planning region.

Recommendation
From a need perspective, approval is recommended.

Program Analysis

Project Proposal

Brooklyn Gardens Dialysis Center, LLC seeks approval to establish and construct a new 15-station End
Stage Renal Disease facility. The proposed facility will be located in a designated space at Brooklyn
Gardens Nursing and Rehabilitation Center, an existing 240-bed residential health care facility (RHCF)
located at 835 Herkimer Street, Brooklyn, (Kings County), 11223.

Proposed Operator Brooklyn Gardens Dialysis Center, LLC
Doing Business As Brooklyn Gardens Dialysis Center
Site Address 835 Herkimer Street
Brooklyn (Kings County)
Approved Services Chronic Renal Dialysis (15 Stations)
Shifts/Hours/Schedule Will operate at least 12 hours per day, 6 days per week, with

additional hours as indicated by demand.
Staffing (1st Year / 3rd Year) | 11.5 FTEs/23.6 FTEs

Medical Director(s) William Shilkoff, MD
Emergency, In-Patient and Expected to be provided by
Backup Support Services Brooklyn Hospital
Agreement and Distance 3.2 miles / 14 minutes

Character and Competence
The members of the LLC are:

Name Percent
Michael Melnicke, manager 75.0%
Leo Friedman 25.0%

The proposed members have extensive experience operating health related facilities and associated
programs, including long-term care services and nursing home based dialysis programs. Mr. Melnicke, a
licensed Nursing Home Administrator for the past 34 years, has owned nursing homes for the past 25
years. He is the Department-appointed receiver of three nursing homes (Park Nursing Home, Rockaway
Care Center and Caton Park Nursing Home). Mr. Friedman is the Chief Executive Officer of a Nurse
Staffing Agency and a part-owner/operator of a licensed home care services agency (LHCSA). Since
January 2013, he has been the Receiver/Operator of Peninsula Nursing and Rehabilitation Center.
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The applicant has identified William Shilkoff, MD to serve as the Medical Director of the proposed center.
Dr. Shilkoff is board-certified in Internal Medicine and Nephrology with over 18 years of experience in the
care and treatment of dialysis patients. Since 1997, Dr, Shilkoff has been employed by the Brooklyn
Hospital Center. As an Attending Nephrologist, he has responsibility for inpatient and outpatient
nephrology consults and follow-up as well as management of chronic and acute dialysis patients.
Additionally, Dr. Shilkoff was involved in the development of a hemodialysis center from scratch (the
Brooklyn Dialysis Center) which is now fully operational.

Staff from the Division of Certification & Surveillance reviewed the disclosure information submitted
regarding licenses held, formal education, training in pertinent health and/or related areas, employment
history, a record of legal actions, and a disclosure of the applicant’s ownership interest in other health
care facilities. Licensed individuals were checked against the Office of Medicaid Management, the Office
of Professional Medical Conduct, and the Education Department databases as well as the US
Department of Health and Human Services Office of the Inspector General Medicare exclusion database.

Additionally, the staff from the Division of Certification & Surveillance reviewed the ten-year surveillance
history of all associated facilities. Sources of information included the files, records, and reports found in
the Department of Health. Included in the review were the results of any incident and/or complaint
investigations, independent professional reviews, and/or comprehensive/focused inspections. The review
found that any citations were properly corrected with appropriate remedial action.

On April 18, 2009, a Stipulation and Order and $2,000 fine was issued to Regency Extended Care Center
for issues related to Quality of Care.

On June 8, 2009, a Stipulation and Order and $6,000 fine was issued to Park Nursing Home for issues
related to Quality of Care, Medical Services- Physicians Services, and Pharmacy Services.

On December 16, 2011, and again on January 6, 2012, a Stipulation and Order and fines of $8,000 and
$10,000, respectively, was issued to Hempstead Park Nursing Home for issues related to
Mistreatment/Neglect Policy and Procedures; Investigation/Reporting Allegations; Medically Related
Social Services; and Administration.

Recommendation
From a programmatic perspective, contingent approval is recommended.

Financial Analysis |

Total Project Cost and Financing
The total project costs are broken down as follows:

Consultant Fees $75,000
Application Fees $2,000
Additional Processing Fees $413
Total Project Cost $77,413

The applicant will finance the project via cash equity of $77,413.
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License Agreement
The applicant has submitted an executed license agreement for the space and moveable equipment of
the facility, which is summarized below:

Date: August 31, 2015
Premises: 8,005 sq. ft. on the 1st floor of Brooklyn Gardens Nursing and Rehabilitation Center
located at 835 Herkimer Street, Brooklyn, New York
Movable Dialysis machines and other equipment needed for the operation of a 15-station
Equipment: Article 28 ESRD facility
Licensor: Providence Care, Inc.
Licensee: Brooklyn Gardens Dialysis Center, LLC
Term: 10 Years
Licensing Fee: | Year 1: $425,160 ($35,430/month, $53.11/sq. ft.)
(Rental) Year 2: $430,920 ($35,910/month, $53.83/sq. ft.)
Year 3: $436,853 ($36,404/month, $54.57/sq. ft.)
Years 4-10: 3% annual increase on prior year's fee.

The applicant indicated that the license arrangement will be non-arm’s length as the applicant members
are on the Board of the nursing home facility. The applicant submitted letters from two NYS licensed
realtors attesting to the rent reasonableness of the clinic space. As the landlord will provide the leasehold
improvements and movable equipment necessary for the operations of the business, the proposed per
sqg. ft. rental rate is reasonable.

Consulting Agreement
The applicant has submitted a draft consulting agreement, the terms of which are summarized below:

Date: To Be Determined

Facility: Brooklyn Gardens Dialysis Center, LLC

Consultant: Geripro Dialysis Consultants, LLC

Services Provided: | Administrative/Quality Management Services

Term: two five-year terms with one automatic two-year renewal
Fee: Annual Fee of $120,000 (payable at $10,000 per month)

The applicant has indicated that there is only a business contractual relationship between Geripro
Dialysis Consultants, LLC and Brooklyn Gardens Dialysis Center, LLC.

Operating Budget
The applicant has submitted an operating budget, in 2015 dollars, for Years One and Three of operations,
summarized below:

Year One Year Three

Revenues:
Medicaid Managed Care $137,920 $413,759
Medicare Managed Care $1,310,400 $4,010,217
Commercial Managed Care $163,800 $491,400
Bad Debt ($32,242) ($98,308)
Total Revenues $1,579,878 $4,817,068
Expenses:
Operating $1,347,453 $3,067,613
Capital $441,737 $441,054
Total Expenses $1,789,190 $3,508,667
Net Income/(Loss) ($209,312)  $1,308,401
Utilization (Treatments) 5,616 16,848
Cost Per Treatment $318.59 $208.25
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Utilization broken down by payor source during year one and three is as follows:

Year One Year Three
Treatments % Treatments %
Medicaid Managed Care 468 8.33% 1,404 8.33%
Medicare Managed Care 4,680 83.34% 14,040 83.34%
Commercial Managed Care 468 8.33% 1,404 8.33%
Total 5,616 100.0% 16,848 100.0%

The following is noted with respect to the submitted budget:

e Revenues are based upon review of other area ESRD providers and their average reimbursement
rate for the various payor sources.

e Expense assumptions are based upon industry standards for operating a dialysis center.

e Utilization assumptions are based on the historical experience of other dialysis facilities in the area.
Kings County currently has a significant unmet need for dialysis stations. The center anticipates that
it will operate twelve hours per day and six days per week, with additional hours as indicated by
demand.

The budget is reasonable.

Capability and Feasibility
The total project cost of $77,413 will be provided by the proposed members’ of Brooklyn Gardens Dialysis
Center, LLC.

Working capital requirements are estimated at $584,778, which is equivalent to two months of year three
expenses. The applicant will finance $292,389 at an interest rate of 6.5% for a three-year term. A letter
of interest has been provided by Hudson Valley Bank for the working capital financing. The remaining
$292,389 will be provided as equity from the proposed members’ of Brooklyn Gardens Dialysis Center,
LLC.

BFA Attachment A is the personal net worth statement of the proposed members of Brooklyn Gardens
Dialysis Center, LLC, which indicates that the proposed members have sufficient liquid resources to cover
the both of the equity requirements.

BFA Attachment B is the pro forma balance sheet as of the first day of operation, which indicates they will
begin with positive members’ equity of $292,389.

The submitted budget indicates a net loss of $209,312 in year one and a net income of $1,308,401 in
year three. Revenues are based on the current reimbursement methodologies for dialysis services. The
submitted budget is reasonable. The first year loss will be covered by the proposed operators via equity.

Subject to the noted contingencies, the applicant has demonstrated the capability to proceed in a
financially feasible manner and contingent approval is recommended.

Recommendation
From a financial perspective, contingent is recommended.

Attachments |

BFA Attachment A Net Worth Statement for members of Brooklyn Gardens Dialysis Center, LLC
BFA Attachment B Pro-Forma Balance Sheet of Brooklyn Gardens Dialysis Center, LLC
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NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY.

of Health

Project # 151269-B
Schenectady Partners, LLC d/b/a Rotterdam-Schenectady
Dialysis Center

Program:
Purpose:

Executive Summary

Diagnostic and Treatment Center County: Schenectady
Establishment and Construction  Acknowledged: June 9, 2015

Description

Schenectady Partners, LLC d/b/a Rotterdam-
Schenectady Dialysis Center (the Center), an
existing New York limited liability company,
requests approval to establish and construct a
13-station Article 28 chronic renal dialysis center
to be located at 1592-1594 State Street,
Schenectady (Schenectady County), in 7,100
square feet of leased space. The Center will
provide the following services: chronic renal
dialysis, home hemodialysis training and
support, and home peritoneal dialysis training
and support.

The proposed members of the Center are:
American Renal Associates, LLC (ARA) with
51% ownership interest, and Dr. Hani L.
Shahata, a Board Certified Nephrologist, with
49% ownership interest. ARA is a subsidiary of
American Renal Holdings, Inc. (ARH), a national
provider of renal dialysis centers. ARH, a
subsidiary of American Renal Associates
Holding, Inc. (ARAH), owns and operates 154
dialysis clinics in 22 states and the District of
Columbia. Attachment E provides an
organizational chart of ARA.

ARA currently co-operates the following New
York State (NYS) chronic renal dialysis centers:
¢ Mohawk Valley Dialysis Center, Inc.
(opened 9/19/2012);

e Plattsburgh Associates, LLC d/b/a H.K.
Freedman Renal Center (acquired
12/6/2013);

e Elizabethtown Center, LLC (acquired
4/1/2014);

e Plattshurgh Associates, LLC d/b/a Hastings
Hemodialysis Center (acquired 8/1/2014);
and

e Massena Center, LLC (acquired 1/1/2015).

Concurrently under review is CON 152025 in
which Dr. Hani L. Shahata is seeking to
purchase 19% stock ownership in Mohawk
Valley Dialysis Center, Inc.

OPCHSM Recommendation
Contingent Approval

Need Summary

This project will result in 13 net new chronic
dialysis stations in Schenectady County. These
stations will be adequate to meet the remaining
unmet need in the County. The proposed
facility’s nutritional services and home dialysis
training, as well as the proposed extended
hours, will ensure that all residents have access
to critical end stage renal disease treatment.

Program Summary

Based on the information reviewed, staff found
nothing that would reflect adversely upon the
applicant’s character and competence or
standing in the community.
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Financial Summary

Total project costs of $1,616,687 will be met with Budget:
$150,000 from the members’ equity ($76,500 Year One  Year Three
from ARA and $73,500 from Dr. Hani L. Revenues $861,600  $2,272,745

Expenses 1,070,612 1,666,541
Net Income  $(209,012) $606,204

Shahata), and an intercompany loan from ARA
of $1,466,687 at an interest rate of 5% for a five-
year term.
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Recommendations

Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management

Approval contingent upon:

1. Submission of a check for the amount enumerated in the approval letter, payable to the New York
State Department of Health. Public Health Law Section 2802.7 states that all construction applications
requiring review by the Public Health and Health Planning Council shall pay an additional fee of fifty-
five hundredths of one percent of the total capital value of the project, exclusive of CON fees. [PMU]

2. Submission of an executed intercompany loan commitment, acceptable to the Department of Health.
[BFA]

3. Submission of an executed intercompany working capital loan commitment, acceptable to the
Department of Health. [BFA]

4. Submission of an executed transfer and affiliation agreement, acceptable to the Department, with a
local acute care hospital. [HSP]

5. Submission of an executed Consulting and Administrative Services Agreement, acceptable to the
Department. [HSP]

6. Submission of an executed Medical Director Agreement, acceptable to the Department. [HSP]

7. Submission of the executed Articles of Organization of Schenectady Partners, LLC acceptable to the
Department. [CSL]

Approval conditional upon:

1. The project must be completed within three years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

2. The staff of the facility must be separate and distinct from staff of other entities. [HSP]

3. The signage must clearly denote the facility is separate and distinct from other adjacent entities.
[HSP]

4. The entrance to the facility must not disrupt any other entity's clinical program space. [HSP]

5. The clinical space must be used exclusively for the approved purpose. [HSP]

6. The applicant is required to submit Final Construction Documents, as described in BAER Drawing
Submission Guidelines DSG-05, prior to the applicant’s start of construction for record purposes.
[AES]

7. Construction must start on or before January 1, 2016 and construction must be completed by April 1,
2016, presuming approval to start construction is granted prior to commencement. In accordance with
10 NYCRR Section 710.10(a), if construction is not started on or before the start date this shall
constitute abandonment of the approval. It is the responsibility of the applicant to request prior
approval for any changes to the start and completion dates.

Council Action Date
October 8, 2015
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Need Analysis |

Demographic Information

The population of Schenectady County in 2013 was 155,440. The population was 23.9% non-white and
15.4% over the age of 65. Those two demographics are the most at-risk for developing end stage renal
disease.

Schenectady | New York
County State
Ages 65 and over: 15.4% 14.4%
Non-white: 23.9% 42.8%

Source: U.S. Census 2013

Capacity
The Department’s methodology to estimate capacity for chronic dialysis stations is specified in Part 709.4
of Title 10 and is as follows:

e One free standing station represents 702 projected treatments per year. This is based on the
expectation that the center will operate 2.5 patient shifts per day at 6 days per week, which is 15
patients per week, per station [(2.5 x 6) x 52 weeks] equals 780 treatments per year. Assuming a
90% utilization rate based on the expected number of annual treatments (780), the projected number
of annual treatments per free standing station is 702. The estimated average number of dialysis
procedures each patient receives from a free standing station per year is 156.

o One hospital based station represents 499 projected treatments per year. This is based on the
expectation that the hospital will operate 2.0 patient shifts per day at 6 days per week, which is 12
patients per week, per station [(2 x 6) x 52 weeks] equals 624 treatments per year. Assuming an
80% utilization rate based on the expected number of annual treatments (624), the projected number
of annual treatments per hospital station is 499. One hospital based station can treat 3 patients per
year.

e Per Department policy, hospital-based stations may treat fewer patients per year than do free-
standing stations. Statewide, the majority of stations are free-standing, as are the majority of
applications for new stations. As such, when calculating the need for additional stations, the
Department bases the projected need on establishing additional free-standing stations.

e There are currently 36 free-standing chronic dialysis stations operating in Schenectady County and
none in pipeline.

e Based upon DOH methodology, the 36 existing free standing stations in Schenectady County could
treat a total of 162 patients annually.

Need Projections

2014 2015 2019
Total Total Projected Projected
Patients Residents | Total Patients| Residents
Treated Treated Treated? Treated?
203 228 236 257
Free-standing Stations Needed 46 51 53 58
Existing Stations 36 36 36 36
Pipeline Stations 0 0 0 0
Total stations with Pipeline 36 36 36 36
With Approval of this CON 49 49 49 49
Unmet Need with Approval (3) 2 17 22

lpatient data is from 2014 and is projected out 5 years, assuming a 3% annual rate of increase.
°Resident data is from 2015 and is projected out 4 years, assuming a 3% annual rate of increase.

Project #151269-B Exhibit Page 4




The data in the first row, "Free Standing Stations Needed," comes from the DOH methodology of each

station being able to treat 4.5 patients, and each hospital station being able to treat 3 patients annually.
The data in the next row, "Existing Stations," comes from the Department’s Health Facilities Information
System (HFIS). "Unmet Need" comes from subtracting needed stations from existing stations. Patient
and resident data are from IPRO.

The data presented above shows that with approval of this project Schenectady County will have excess

capacity with regard to total patients treated. However, the chart below demonstrates that three counties
contiguous to Schenectady County have a net unmet need for 11 dialysis stations, which will contribute to
utilization of the added Schenectady County stations.

Free Standing
Stations Existing
County 2014 Residents Needed Stations Unmet Need
Albany 421 94 81 13
Fulton 50 12 0 12
Montgomery 75 17 31 (14)
Saratoga 208 47 55 (8)
Schoharie 34 8 0 8
Total 788 178 167 11

Conclusion

This project will result in 13 net new chronic dialysis stations in Schenectady County. These stations will
be adequate to meet the remaining unmet need in the County. The proposed facility’s nutritional services
and home dialysis training, as well as the proposed extended hours, will help ensure that all county
residents have access to critical end stage renal disease treatment.

Recommendation
From a need perspective, approval is recommended.

Program Analysis |

Project Proposal

Schenectady Partners, LLC d/b/a Rotterdam-Schenectady Dialysis Center seeks approval to establish
and construct a thirteen station Article 28 chronic renal dialysis center at 1592-1594 State Street in
Schenectady (Schenectady County).

Proposed Operator Schenectady Partners, LLC
Doing Business As Rotterdam-Schenectady Dialysis Center
Site Address 1592-1594 State Street

Schenectady, NY (Schenectady County)
Approved Services Chronic Renal Dialysis (13 Stations) and

Home Hemodialysis Training & Support
Home Peritoneal Dialysis Training & Support

Shifts/Hours/Schedule Initially, the Center will be open Monday, Wednesday & Friday and,
after the census has grown will be open Monday through Saturday 6:00
am to 5:00 pm

Staffing (15! Year / 3" Year) |8.0 FTEs increasing by 1.5 FTEs by the third year of operation

Medical Director(s) Hani L. Shahata, MD

Emergency, In-Patient and Expected to be provided by
Backup Support Services Ellis Hospital
Agreement and Distance 3.91 miles / 8 minutes
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Character and Competence
The members of the LLC are:

Name Percent

American Renal Associates, LLC (ARA) 51.0%
American Renal Holdings, Inc. (100%)

Hani L. Shahata, MD 49.0%

American Renal Associates is a subsidiary of American Renal Holdings, Inc. (ARH), a national provider of
kidney dialysis services which owns and operates over 150 dialysis clinics treating nearly 9,000 patients
in 23 states and the District of Columbia.

ARA currently co-operates the following New York State chronic renal dialysis centers:

e Mohawk Valley Dialysis Center, Inc. (opened 9/19/2012)

Plattsburgh Associates, LLC d/b/a H.K. Freedman Renal Center (acquired 12/6/2013)
Elizabethtown Center, LLC (acquired 4/1/2014)

Plattsburgh Associates, LLC d/b/a Hastings Hemodialysis Center (acquired 8/1/2014) and
Massena Center, LLC (acquired 1/1/2015)

Star Ratings of the New York facilities, and all other ARA-associated facilities are provided in HSP
Attachment A - Dialysis Compare/STAR Ratings for ARA-affiliated facilities.

The Company’s operating model is based on shared ownership of its facilities with nephrologists
practicing in the area served by the clinic. Each clinic is maintained as a separate joint venture in which
the ARH owns a controlling interest.

Dr. Shahata is a local physician, board-certified in Internal Medicine and Nephrology. He completed a
Nephrology Fellowship at the Mount Sinai School of Medicine and is an attending physician at Champlain
Valley Physicians Hospital. He has extensive experience in the care and treatment of dialysis patients in
high risk communities. (Concurrently under review is CON 152025 in which Dr. Hani Shahata seeks
approval to purchase 19% stock ownership in Mohawk Valley Dialysis Center, Inc.)

The Managers for Schenectady Partners, LLC will be:

Name Title/Position
Joseph A. Carlucci President/CEO of American Renal Assoc.
John McDonough Executive VP/COO of American Renal Assoc.

Hani L. Shahata, MD  Physician/ Proposed Medical Director

Staff from the Division of Certification & Surveillance reviewed the disclosure information submitted
regarding licenses held, formal education, training in pertinent health and/or related areas, employment
history, a record of legal actions, and a disclosure of the applicant’s ownership interest in other health
care facilities. Licensed individuals were checked against the Office of Medicaid Management, the Office
of Professional Medical Conduct, and the Education Department databases as well as the US
Department of Health and Human Services Office of the Inspector General Medicare exclusion database.

Additionally, the staff from the Division of Certification & Surveillance reviewed the ten-year surveillance
history of all associated facilities. Sources of information included the files, records, and reports found in
the Department of Health. Included in the review were the results of any incident and/or complaint
investigations, independent professional reviews, and/or comprehensive/focused inspections. The review
found that any citations were properly corrected with appropriate remedial action.

Star Ratings - Dialysis Facility Compare (DFC)

The Centers for Medicare and Medicaid Services (CMS) and the University of Michigan Kidney
Epidemiology and Cost Center have developed a methodology for rating each dialysis facility which may
be found on the Dialysis Facility Compare website as a “Star Rating.” The method produces a final score

that is based on quality measures currently reported on the DFC website and ranges from 1 to 5 stars. A
_______________________________________________________________________________________________________________________________|]
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facility with a 5-star rating has quality of care that is considered 'much above average' compared to other
dialysis facilities. A 1- or 2- star rating does not mean that a facility provides poor care. It only indicates
that measured outcomes were below average compared to other facilities. Star ratings on DFC are
updated annually to align with the annual updates of the standardized measures.

The DFC website currently reports on 9 measures of quality of care for facilities. The measures used in
the star rating are grouped into three domains by using a statistical method known as Factor Analysis.
Each domain contains measures that are most correlated. This allows CMS to weight the domains rather
than individual measures in the final score, limiting the possibility of overweighting quality measures that
assess similar qualities of facility care.

To calculate the star rating for a facility, each domain score between 0 and 100 by averaging the
normalized scores for measures within that domain. A final score between 0 and 100 is obtained by
averaging the three domain scores (or two domain scores for peritoneal dialysis-only facilities). Finally, to
recognize high and low performances, facilities receive stars in the following way:

o Facilities with the top 10% final scores were given a star rating of 5.

Facilities with the next 20% highest final scores were given 4 stars.

Facilities within the middle 40% of final scores were given 3 stars.

Facilities with the next 20% lowest final scores were given 2 stars.

Facilities with the bottom 10% final scores were given 1 star.

As stated above, the Star Ratings of all ARA-associated facilities are provided in HSP Attachment A -
Dialysis Compare/STAR Ratings for ARA-affiliated facilities.

Recommendation
From a programmatic perspective, contingent approval is recommended.

Financial Analysis |

Administrative Services Agreement
The applicant has submitted an executed administrative services agreement, the terms of which are
summarized below:

Dated: May 21, 2015

Facility: Schenectady Partners, LLC

Contractor: | American Renal Management, LLC

Services Ensure proper maintenance/repair of Dialysis Center Facility; Maintain all licenses,

Provided: permits, certifications and approvals required; provide drafts of all necessary manuals,
policies and procedures; Establish and supervise all administrative and accounting
functions; Develop training programs for all personnel; recommend/analyze purchases
and leases of equipment; Develop/maintain quality control and compliance programs;
Prepare all cost reports and other reports for Medicare/Medicaid programs; Develop
yearly budget; Prepare monthly and yearly financial statements; Select and administer
financial and clinical information systems; Advise and assist in negotiating and
maintaining contracts; Procure insurance policies; Develop human resource policy
manual and oversight; Provide marketing services; Prepare all tax filings.

Term: 5 years — renewable for one additional 5-year term

Fee: Annual Fee $90,000 ($7,500/month)

|
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Lease Rental Agreement
The applicant has submitted an executed lease rental agreement for the proposed site they will occupy,
as summarized below:

Date: June 12, 2015
Premises: |1592-1594 State Street, Schenectady, NY 12304-1513
Landlord: Golden Gate Associates, LLC

Lessee: Schenectady Partners, LLC
Term: 10 years with renewal option for two additional five-year periods.
Rental: Years 1-5: $80,230 annually ($11.30/sq. ft.)

Years 6-10: $88,253 ($12.43/sq. ft.)

The applicant has submitted an affidavit indicating that the lease is an arm’s length agreement. The
applicant has submitted a letter from a NYS licensed realtor who assessed multiple comparable sites and
attested to the rent reasonableness of the lease.

Total Project Cost and Financing
Total project cost, which is for new construction and the acquisition of fixed and movable equipment, is
estimated at $1,616,687, further broken down as follows:

New Construction $968,085
Design Contingency 8,627
Construction Contingency 47,925
Fixed Equipment 176,000
Planning Consultant Fees 11,250
Architect/Engineering Fees 67,095
Movable Equipment 326,873
Application Fee 2,000
Processing Fee 8,832
Total Project Cost $1,616,687

Project costs are based on a construction start date of January 1, 2016, and a three-month construction
period. The applicant’s financing plan appears as follows:

Equity $150,000
Intercompany loan from ARA (5% interest, five-year term) $1,466,687
Total $1,616,687

Equity of $150,000 will be provided from the proposed members as follows: $76,500 from ARA and
$73,500 from Dr. Hani L Shahata. A letter of interest has been provided by ARA attesting to the
intercompany loan terms noted above for the new construction and the acquisition of fixed and movable
equipment.

Operating Budget
The applicant has submitted an operating budget, in 2015 dollars, for years one and three of operations,
as summarized below:

Year One  Year Three

Revenues:

Medicare Fee- For- Service $473,880 $1,022,735
Commercial Fee- For- Service 387,720 1,250,010
Total Revenues: $861,600 $2,272,745
Expenses:

Operating $727,444  $1,347,044
Capital 343,168 319,497
Total Expenses: $1,070,612  $1,666,541

|
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Net Income: $(209,012) $606,204

Utilization (Treatments): 2,154 5,682
Cost Per Treatment: $497.03 $293.30

The applicant indicated that the first year loss is anticipated due to startup as the Center will initially be
open only three days a week until patient census grows. Once fully operational, the Center will be open
six days a week and the applicant anticipates providing 5,682 treatments by year three. Breakeven
utilization is 73% or 4,166 treatments in year three.

Utilization broken down by payor source for years one and three are as follows:

Year One Year Three
Treatments % Treatments %
Medicare Fee-For-Service 1934 89.8% 5,102 89.8%
Commercial Fee-For-Service 220 10.2% 580 10.2%
Total 2,154 100.0% 5,682 100.0%

Treatments broken down by category for years one and three are as follows:

Treatment Category: Year One  Year Three

Chronic Renal Dialysis 1,812 5,033
Home Hemodialysis training and support 138 162
Home Peritoneal training and support 204 487
Total 2,154 5,682

Expense and utilization projections are based on a combination of ARA’s historical experiences in
operating end stage renal dialysis clinics, both nationally and in New York State, and Dr. Shahata’s
experience as a practicing physician for Capital Care Medical Group, a Nephrology practice located in
Albany, NY, where Dr. Shahata maintains his private practice.

Capability and Feasibility

Project costs of $1,616,687 will be met as follows: Equity of $150,000 from the members ($76,500 from
American Renal Associates, LLC and $73,500 from Dr. Shahata) and an intercompany loan for
$1,466,687 at an interest rate of 5% with a five-year term.

Working capital requirements are estimated at $277,756 which is equivalent to two months of year three
expenses. The members will provide $193,100 via equity equivalent to their ownership percentages.
ARA's equity portion is $98,481 and will come from its existing operations. Dr. Shahata’s equity portion is
$94,619 and will come from his personal net worth. The remaining working capital will be provided
through an intercompany loan from ARA at an interest rate of 5% with a five-year term. A letter of interest
has been provided by ARA for the proposed working capital financing.

BFA Attachment A is the net worth statement of the Dr. Hani L. Shahata, which shows sufficient liquid
resources to cover his portion of both equity requirements for this CON.

BFA Attachment B is the certified financial statements of ARH for the years ended December 31, 2014
and 2013. As shown, ARH maintained positive working capital, net income and net assets for the period
and has sufficient liquid assets to cover the equity requirements and both intercompany loans associated
with this CON.

BFA Attachment C is the pro forma balance sheet of Schenectady Partners, LLC as of the first day of
operations, which indicates that operations will begin with a positive members’ equity of $343,100.

The submitted budget projects a net profit (loss) of ($209,012) and $216,882 during the first and third
years, respectively. Revenues reflect prevailing reimbursement methodologies. The first year loss is due
to startup as the Center’s patient census grows. ARA will provide additional funding, if necessary, to fund
any losses. The budget appears reasonable.

|
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BFA Attachment D is a financial summary of ARA’s NYS affiliated dialysis centers as of December 31,
2014, which shows that the entities acquired prior to 2014 generated positive working capital and net
asset positions, and had positive net income. The two entities acquired during 2014 show negative work
capital attributable to startup costs. The applicant notes that ARA provided the facilities with needed
working capital funds. Data is not available for Massena Center, LLC as the facility was newly acquired in
2015.

Subiject to the noted contingencies, the applicant has demonstrated the capability to proceed in a
financially feasible manner and contingent approval is recommended.

Recommendation
From a financial perspective, contingent approval is recommended.

Attachments |

HSP Attachment A Dialysis Compare/STAR Ratings for ARA-affiliated facilities

BFA Attachment A Net Worth Statement of Dr. Hani L. Shahata

BFA Attachment B Certified Financial Statements of American Renal Holdings Inc. and
Subsidiaries for 2013-2014

BFA Attachment C Pro-Forma Balance Sheet of Schenectady Partners, LLC

BFA Attachment D 2014 Financial Summary of ARA Affiliated NYS Dialysis

BFA Attachment E Organizational Chart

BPN Attachment A Map
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF

OPPORTUNITY. Of Health

Project # 152025-E
Mohawk Valley Dialysis Center

Program: Diagnostic and Treatment Center County: Montgomery
Purpose: Establishment Acknowledged: July 15, 2015
Executive Summary
Description Program Summary
Mohawk Valley Dialysis Center, Inc., an existing Based on the information reviewed, staff found
proprietary business corporation that operates a nothing that would reflect adversely upon the
15-station Article 28 chronic renal dialysis center applicants’ character and competence or
located at 115 Towne Square Drive, Amsterdam standing in the community.
(Montgomery County), requests approval for a
net transfer of 19% stock ownership from current Financial Summary
member, American Renal Associates, to Dr. There are no project costs associated with this
Hani Shahata, a Board Certified Nephrologist. application.
Membership of the operation before and after
the requested change are as follows: The total purchase price of $741,000 will be met
with equity from Dr. Hani Shahata.
Current:
American Renal ASSOCiateS, LLC 70% |ncrementa| Revenues: $l,288,953
Amsterdam Nephrology Holdings, LLC  30% Budget: Expenses: 442 342
Net Income: $846,611
Proposed:
American Renal Associates, LLC 51%
Amsterdam Nephrology Holdings, LLC  30%
Dr. Hani Shahata 19%

There will be no changes to services as a result
of this transaction.

OPCHSM Recommendation
Contingent Approval

Need Summary
There will be no Need recommendation for this
project.
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Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management

Approval contingent upon:

1. Submission of a photocopy of the applicant’'s Shareholder’'s Agreement, dated February 22, 2011,
amending Article V, Section 5.9, acceptable to the Department. [CSL]

2. Submission of a photocopy of the applicant’s by-laws., amending Article 1l, Section 8, acceptable to
the Department. [CSL]

3. Submission of a photocopy of the applicant’s Medical Director Agreement, amending Section 11(a),
acceptable to the Department. [CSL]

4. Submission of a photocopy of the applicant’s executed Shareholder Counterpart Signature page,
acceptable to the Department. [CSL]

Approval conditional upon:

1. The project must be completed within three years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

2. Submission of documentation that the applicant’s Stock Purchase Agreement, dated July 2, 2015,
was properly executed, acceptable to the Department. [CSL]

Council Action Date
October 8, 2015

|
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Program Analysis |

Project Proposal

Mohawk Valley Dialysis Center, Inc., an existing 15-station chronic renal dialysis center located at 115
Amsterdam Town Square, Route 30 in Amsterdam (Montgomery County), requests approval for the net
transfer of 19% of stock ownership from American Renal Associates to Dr. Hani Shahata.

This transfer of membership interest requires three transactions: In the first transaction, 24.5%
membership interest will transfer from Amsterdam Nephrology Holdings (ANH) to American Renal
Associates (ARA). In Transactions #2 a 5.5% membership interest will transfer back from ARA to ANH.
Simultaneously, in Transaction #3, ARA will transfer 19% membership interest to Dr. Hani Shahata.

There are no programmatic changes as a result of this request.

Character and Competence
Following the transactions noted above, the resulting ownership composition will be as follows:

Member Name Interest
American Renal Associates, LLC 51.0%
[American Renal Holdings, Inc. -100%]
Amsterdam Nephrology Holdings, LLC 30.0%
[Soo Gil Lee, M.D. — 100%]
*Hani Shahata, M.D. 19.0%

*Subject to Character and Competence Review this project.

American Renal Holdings, Inc. (ARH) is a national provider of dialysis services that owns and operates
over 170 dialysis clinics in more than 20 states. The company’s operating model is based on shared
ownership of its facilities with nephrologists in the area served by the clinic. Each clinic is maintained with
a separate joint venture in which the ARH owns a controlling interest. Amsterdam Nephrology Holdings is
wholly owned by Soo Gil Lee, M.D.

The proposed new member, Dr. Shahata, who was subject to review, is a local practicing physician who
is board certified in Internal Medicine with sub-certification in Nephrology.

Staff from the Division of Certification & Surveillance reviewed the disclosure information submitted
regarding licenses held, formal education, training in pertinent health and/or related areas, employment
history, a record of legal actions, and a disclosure of the applicant’s ownership interest in other health care
facilities. Licensed individuals were checked against the Office of Medicaid Management, the Office of
Professional Medical Conduct, and the Education Department databases as well as the US Department of
Health

Recommendation
From a programmatic perspective, approval is recommended.
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Financial Analysis |

Stock Purchase Agreement
An executed stock purchase agreement has been submitted by the applicant summarized below:

Date: July 2, 2015

Seller: American Renal Associates, LLC

Buyer: Dr. Hani Shahata

Assets Certain equipment used to equip and operate a surgical suite free and clear of all liens,
Purchased: security interests, claims and encumbrances.

Purchase Price: | $741,000 ($39,000/share) for 19 shares.

Payment: Cash upon closing.

Assignment and Assumption of Lease
An executed assignment and assumption of lease has been submitted by the applicant, as summarized
below:

Date: May 22, 2015

Assignor: Mohawk Valley Property Holdings, LLC

Assignee: Mohawk Valley Dialysis Center, Inc.

Assignment: | All rights, title, interest in and to the lease and Assignor’s rights are transferred to assignee.

Operating Budgets
The applicant has submitted an incremental operating budget in 2015 dollars for the first and third years
of operation, summarized below:

Year One Year Three

Revenues: $591,211  $1,288,953
Expenses:

Operating $215,201 $512,098

Capital* (26,667) (69,757)
Total Expenses: $188,534 $442,342
Net Income: $402,677 $846,611
Utilization(treatments) 792 2,341
Cost per treatment $238.05 $188.95

*The decrease in capital expenditures is due to the pay down of the Mohawk Valley Dialysis Center’'s
term loan.

Utilization by payor source for the first and third years is as follows:
Years One & Three

Commercial Fee-for-Service 6.4%
Commercial Managed Care 1.6%
Medicare Fee-for-Service 89.3%
Medicaid Fee-for-Service 2.7%

Expenses and utilization are based on the historical experience of Mohawk Valley Dialysis Center.

Capability and Feasibility
There are no project costs associated with this application.

|
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The stock purchase price of $741,000 will be met with equity from Dr. Hani Shahata. BFA Attachment A
shows sufficient equity for Dr. Shahata.

The submitted incremental budget indicates net incomes of $402,677 and $846,611 for the first and thirds
years, respectively. Revenue is based on Mohawk Valley Dialysis’s experience in the operation of the
dialysis center and on current reimbursement rates. The budget appears reasonable. BFA Attachment E
is the pro forma balance sheet of Mohawk Valley Dialysis Center, LLC. As shown, the facility will initiate
operation with $787,768 net equity.

BFA Attachment B, a financial summary of American Renal Holdings, Inc. and its subsidiaries, indicates
that the corporation has maintained positive working capital, stockholders’ equity and net income of
$29,224,000 and $32,249,000 for 2014 and as of March 31, 2015, respectively. BFA Attachment C, a
financial summary of Mohawk Valley Dialysis Center, indicates the corporation has maintained positive
working capital and stockholder’s equity and maintained a net income of $216,113 as of March 31, 2015.

Based on the preceding, the applicant has demonstrated the capability to proceed in a financially feasible
manner.

Recommendation
From a financial perspective, approval is recommended.

Attachments |

BFA Attachment A Financial Summary for Dr. Shahata

BFA Attachment B Financial Summary- American Renal Holdings Inc. and Subsidiaries, 2014, and
March 2015

BFA Attachment C  Financial Summary-Mohawk Valley Dialysis Center, 2014 and March 31, 2015

BFA Attachment D  Organizational Chart- Pre and Post stock transfer

BFA Attachment E  Pro Forma Balance Sheet

|
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NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY. Of Health

Project # 151131-E
Latta Road Nursing Home West, LLC

Program: Residential Health Care Facility County: Monroe
Purpose: Establishment Acknowledged: March 30, 2015

Executive Summary

Description

Latta Road Nursing Home West, LLC, a to-be- The current and proposed operator are as
formed New York limited liability company, follows:

requests approval to be established as the ) . Current

operator of Latta Road Nursing Home, a 40-bed, Morris E. Richardson  100%

proprietary, Article 28 residential health care

facility (RHCF) located at 2100 Latta Road, ~ Proposed

Rochester (Monroe County). The applicant will Latta Road Nursing Home West, LLC
enter into a services agreement with ROHM Robert W. Hurlbut 100%

Services Corporation for the provision of general o .
financial related services. There will be no Robert W. Hurlbut has ownership interest in
change in services provided as a result of this twelve NYS skilled nursing facilities and one
application. skilled nursing facility in Florida.

On March 19, 2015, Robert W. Hurlbut, on OPCHSM Recommendation

behalf of Latta Road Nursing Home West, LLC, Contingent Approval

entered into an asset purchase agreement with

Morris E. Richardson for the sale and acquisition Need Summary

of the operating interests of Latta Road Nursing Latta Road Nursing Home’s utilization was
Home. On March 20, 2015, Robert W. Hurlbut, 97.1% in 2011, and 98.4% in 2012, and 96.3%
on behalf of the to-be formed Latta Road in 2013. Current utilization, as of March 18,
Nursing Home Realty, LLC, also purchased the 2015 is 95.0%, with two vacant beds. While
real estate from M.E. & E.E. Richardson, Inc. current utilization is near the Department's
Robert W. Hurlbut is the proposed owner and planning optimum, historic utilization has
sole member of both the operating entity and the typically met or exceeded the Department’s
real estate entity. planning optimum, and this is expected to

) continue going forward.
It is noted that the proposed member of Latta

Road Nursing Home West, LLC is seeking to This application will not result in a change to
acquire two other nursing facilities, Latta Road beds or services.

Nursing Home A under CON #151133 and
Hamilton Manor Nursing Home under CON
#151134. These two applications are being
reviewed concurrently with this application..

Program Summary

No negative information has been received
concerning the character and competence of the
proposed applicants identified as new members.
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No changes in the program or physical
environment are proposed in this application.
The applicant will enter into a consulting and
administrative services agreement with Rohm
Services Corporation for financial services.

Financial Summary

The purchase price for the acquisition of the
operating interest of Latta Road Nursing Home
is $721,000 and will be paid as follows:
Equity of $180,250 from the proposed member

and a bank loan of $540,750 at an interest rate
of 4.66% for a twenty-year term. The purchase
price for the acquisition of the real estate interest
is $524,500 and will be paid as follows: Equity of
$131,125 from the proposed member and a
bank loan of $393,375 at an interest rate of
4.66% for a twenty-year term.

Budget: Revenues $3,718,714
Expenses 3,693,730
Net Income $24,984
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Recommendations

Health Systems Agency
The Finger Lakes HSA recommendations Contingent Approval of the project.

Office of Primary Care and Health Systems Management
Approval contingent upon:

1.

2.

Nogahkw

10.

11.

12.

Submission of an executed loan commitment for the operating portion, acceptable to the Department.

[BFA]

Submission of an executed loan commitment for the real estate portion, acceptable to the

Department. [BFA]

Submission of an executed services agreement, acceptable to the Department. [BFA]

Submission of an executed building lease, acceptable to the Department. [BFA]

Submission of an executed working capital loan commitment, acceptable to the Department. [BFA]

The sponsor signs the State’s Medicaid Access Agreement. [HSA]

Submission of a commitment signed by the applicant which indicates that, within two years from the

date of the council approval, the percentage of all admissions who are Medicaid and

Medicare/Medicaid eligible at the time of admission will be at least 75 percent of the planning area

average of all Medicaid and Medicare/Medicaid admissions, subject to possible adjustment based on

factors such as the number of Medicaid patient days, the facility’s case mix, the length of time before
private paying patients became Medicaid eligible, and the financial impact on the facility due to an
increase in Medicaid admissions. [RNR]

Submission of a plan to continue to enhance access to Medicaid residents. At a minimum, the plan

should include, but not necessarily be limited to, ways in which the facility will:

a. Reach out to hospital discharge planners to make them aware of the facility’s Medicaid Access
Program;

b. Communicate with local hospital discharge planners on a regular basis regarding bed availability
at the nursing facility; and

c. ldentify community resources that serve the low-income and frail elderly population who may
eventually use the nursing facility, and inform them about the facility’'s Medicaid Access policy.
[RNR]

Submission of a commitment, signed by the applicant, to submit annual reports to the DOH, for at

least two years, demonstrating substantial progress with the implementation of the plan. These

reports should include, but not be limited to:

a. Describing how the applicant reached out to hospital discharge planners to make them aware of
the facility’s Medicaid Access Program;

b. Indicating that the applicant communicated with local hospital discharge planners on a regular
basis regarding bed availability at the nursing facility;

c. ldentifying the community resources that serve the low-income and frail elderly population that
have used, or may eventually use, the nursing facility, and confirming they were informed about
the facility's Medicaid Access policy.

d. Documentation pertaining to the number of referrals and the number of Medicaid admissions; and

e. Other factors as determined by the applicant to be pertinent.

The DOH reserves the right to require continued reporting beyond the two year period. [RNR]
Submission of a photocopy of the applicant’s executed proposed Operating Agreement, which is
acceptable to the Department. [CSL]

Submission of a photocopy of the applicant’s executed proposed Articles of Organization, which is

acceptable to the Department. [CSL]

Submission of a photocopy of the applicant’'s executed proposed Lease Agreement, which is

acceptable to the Department. [CSL]
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Approval conditional upon:
1. The project must be completed within three years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time

shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

Council Action Date
October 8, 2015
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Need Analysis |

Project Description

Latta Road Nursing Home West, LLC seeks approval to become the established operator of Latta Road
Nursing Home, a 40-bed Article 28 residential health care facility (RHCF) located at 2100 Latta Road,
Rochester, 14612, in Monroe County.

Analysis
There is currently a surplus of 908 beds in Monroe County as indicated in Table 1 below. The overall
occupancy for Monroe County is 92.5% for 2013 as indicated in Chart 1.

Table 1: RHCF Need — Monroe County

2016 Projected Need 4,167
Current Beds 5,142
Beds Under Construction -67
Total Resources 5,075
Unmet Need -908
Chart 1: Latta Road Nursing Home/Monroe County Occupancy
Latta Road West Utilization
Facility vs. County
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Access

Regulations indicate that the Medicaid patient admissions standard shall be 75% of the annual
percentage of all Medicaid admissions for the long term care planning area in which the applicant facility
is located. Such planning area percentage shall not include residential health care facilities that have an
average length of stay 30 days or fewer. If there are four or fewer residential health care facilities in the
planning area, the applicable standard for a planning area shall be 75% of the planning area percentage
of Medicaid admissions, or of the Health Systems Agency area Medicaid admissions percentage,
whichever is less. In calculating such percentages, the Department will use the most current data which
have been received and analyzed by the Department.

An applicant will be required to make appropriate adjustments in its admission policies and practices so
that the proportion of its own annual Medicaid patient’s admissions is at least 75% of the planning area
percentage or the Health Systems Agency percentage, whichever is applicable.

|
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Latta Road Nursing Home’'s Medicaid admissions for 2012 was 4.2% and did not exceed Monroe County

75% rate of 13.3%. In 2013, Latta Road Nursing Home’s Medicaid admissions for 2013 was 15.6% and

exceeded Monroe County 75% rate of 12.8%.

Conclusion

Approval of this application will result in providing a needed resource for the residents it serves.

Recommendation

From a need perspective, contingent approval is recommended.

Program Analysis |

Facility Information

Existing Proposed
Facility Name Latta Road Nursing Home Latta Road Nursing Home West,
LLC
Address 2100 Latta Road Same
Rochester, NY 14626
RHCF Capacity 40 Same
ADHC Program Capacity | N/A Same
Type of Operator Corporation Limited Liability Company
Class of Operator Sole Proprietorship Proprietary

Operator Eleanor E. Richardson d/b/a

Latta Nursing Home West, LLC

Member
Robert W. Hurlbut 100.00%

Character and Competence - Background
Facilities Reviewed
Nursing Homes
Avon Nursing Home, LLC
The Brightonian, Inc.
Conesus Lake Nursing Home, LLC
EIm Manor Nursing Home, Inc.
Hornell Gardens, LLC
The Hurlbut, LLC
Newark Manor Nursing Home, Inc.
Penfield Place, LLC

Seneca Nursing & Rehabilitation Center, LLC

The Shore Winds, LLC
Wedgewood Nursing Home, Inc.
Woodside Manor Nursing Home, Inc.

Individual Background Review

04/2007 to present
09/2005 to present
04/2007 to present
09/2005 to present
04/2007 to present
09/2005 to present
09/2015 to present
04/2007 to present
09/2005 to present
09/2005 to present
09/2005 to present
04/2007 to present

Robert Hurlbut lists his profession as nursing home owner. Mr. Hurlbut discloses the following nursing

home ownership interests:
Avon Nursing Home, LLC
The Brightonian, Inc.
Conesus Lake Nursing Home, LLC
EIm Manor Nursing Home, Inc.
Hornell Gardens, LLC

04/2007 to present
02/1997 to present
04/2007 to present
1/1994 to present

04/2007 to present
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The Hurlbut, LLC 01/2003 to present

Newark Manor Nursing Home, Inc. 07/1998 to present
Penfield Place, LLC 04/2007 to present
Seneca Nursing & Rehabilitation Center 03/2003 to present
The Shore Winds, LLC 03/2003 to present
Wedgewood Nursing Home, Inc. 01/1994 to present
Woodside Manor Nursing Home, Inc. 04/2007 to present

Character and Competence - Analysis

No negative information has been received concerning the character and competence of the above
applicants.

A review of The Brightonian, Inc. for the period identified above reveals the following:
» The facility was fined $2,000 pursuant to a Stipulation and Order NH-11-006 issued March 3,
2011 for surveillance findings on February 12, 2010. Deficiencies were found under 10 NYCRR
415.12 Quality of Care: Highest Practicable Potential.

A review of EIm Manor Nursing Home, Inc. for the period identified above reveals the following:
» The facility has been fined $10,000 pursuant to a pending Stipulation and Order for
surveillance findings on July 30, 2012. Deficiencies were found under 10 NYCRR 415.12()(1)
Quality of Care Unnecessary Drugs.

A review of Hornell Gardens, LLC for the period identified above reveals the following:
» The facility was fined $8,000 pursuant to a Stipulation and Order NH-15-015 issued
September 1, 2015 for surveillance findings on July 12, 2013. Deficiencies were found under
10 NYCRR 415.12(c)(1) Quality of Care: Pressure Sore Prevention and 415.12(h)(1).

A review of The Shore Winds LLC for the period identified above reveals the following:

* The facility was fined $4,000 pursuant to a Stipulation and Order NH-15-016 issued September 1,
2015 for surveillance findings on February 8, 2012. Deficiencies were found under 10 NYCRR
415.12(c)(1) Quality of Care: Pressure Sore Prevention and 10NYCRR 415.12(h)(1) Quality of
Care: Accidents.

A review of operations of for the nursing homes identified above for the periods specified results in a
conclusion of a consistently high level of care as there were no repeat enforcements.

A review of Avon Nursing Home, LLC, Conesus Lake Nursing Home, Newark Manor Nursing Home,
Inc., Penfield Place, LLC, Seneca Nursing & Rehabilitation Center, Wedgewood Nursing Home and
Woodside Manor Nursing Home, Inc. for the periods identified above results in a conclusion of
substantially consistent high level of care since there were no enforcements.

Project Review

No changes in the program or physical environment are proposed in this application. The applicant will
enter into a consulting and administrative services agreement with Rohm Services Corporation for
financial services.

Conclusion

No negative information has been received concerning the character and competence of the proposed
applicants identified as new members.

Recommendation
From a programmatic perspective, approval is recommended.

|
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Financial Analysis |

Asset Purchase Agreement
The applicant has submitted an executed asset purchase agreement for the sale of the operation, as
summarized below:

Date: March 19, 2015

Seller: Morris E. Richardson

Purchaser: Robert W. Hurlbut

Assets Acquired: Seller’s rights under any third party programs, excluding amounts due but not

yet paid for services rendered by Seller for periods prior to the Closing Date; all
equipment, furniture, appliances, tools, supplies and other personal property
owned by Seller; all leases, contracts and other agreements, which Buyer
expressly elects to assume; all rights to the telephone and facsimile numbers of
the Facility; the name “Latta Road Nursing Home”; any and all policy and
procedure manuals, intellectual property and/or software used by the Facility;
all residents’ funds held in trust and all security deposits held by Seller and all
retroactive rate increases and/or lump sum payments from any source for
services rendered by the Facility prior to the Closing Date.

Excluded Assets: Seller’s rights to any income tax, sales tax, usage tax, franchise tax, special
assessments, revenue assessments required by the New York State
Department of Health and any other refunds due to the Seller prior to the
Effective Date; any non-transferable or non-assignable governmental or
regulatory licenses; Seller's cash on hand; Seller's bank accounts and records,
deferred investments, stocks, bonds and any other securities that exist on the
date of Closing and Seller's account receivable prior to the Closing Date.
Assumed Liabilities: | Resident funds held in trust.

Purchase Price: $721,000

Payment of Cash at Closing

Purchase Price:

The applicant’s financing plan appears as follows:

Equity via proposed member $180,250
Bank Loan (4.66% for a twenty-year term) 540,750

A bank letter of interest for the financing has been provided.

The applicant has submitted an affidavit, which is acceptable to the Department, in which the applicant
agrees, notwithstanding any agreement, arrangement or understanding between the applicant and the
transferor to the contrary, to be liable and responsible for any Medicaid overpayments made to the facility
and/or surcharges, assessments, or fees due from the transferor pursuant to Article 28 of the Public
Health Law with respect to the period of time prior to the applicant acquiring its interest, without releasing
the transferor of its liability and responsibility. Currently, there are no outstanding liabilities.

Real Estate Agreement
The applicant has submitted an executed real estate purchase agreement for Latta Road Nursing Home
and Latta Road Nursing Home A (jointly), which is summarized below:

Date: March 20, 2015

Premises: Real property identified as tax map account number 045.12-2-43.1 consisting of
approximately 32.5 acres of land and existing improvements located at 2100 Latta
Road in the Town of Greece, New York.

Seller: M.E. & E.E. Richardson, Inc.

Buyer: Robert W. Hurlbut, on behalf of Latta Road Nursing Home Realty, LLC

|
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Purchase Price: $1,049,000 total allocated as follows:

e $524,500 for Latta Road Nursing Home

e $524,500 for Latta Road Nursing Home A
Payment of Cash at Closing

Purchase Price:

The applicant’s financing plan appears as follows:

Equity via proposed member $131,125
Bank Loan (4.66% for a twenty-year term) 393,375
$524,500

A bank letter of interest for the financing has been provided.

Administrative Services Agreement
The applicant has submitted a draft services agreement, which is summarized below:

Provider: ROHM Services Corporation
Facility: Latta Road Nursing Home West, LLC
Services: The provider shall provide the following services: general financial services

including preparation of resident statements, invoicing all payors, processing of all
payments received, review of invoices and preparation of bank deposits,
preparation and negotiation of purchasing bids subject to final approval of Latta
Road Nursing Home West, review of audit reports, and debt collection services.
Term: The agreement shall continue until December 31, 2017. Unless either party gives
notice to the other party of its intent not to renew this agreement at least thirty
days prior to the end of the term, or any renewal thereof, this agreement will be
automatically renewed for additional one year term.

Compensation: The compensation shall be $120,000 per year.

While ROHM Services Corporation will provide the above services, the Licensed Operator retains ultimate
authority, responsibility, and control for the operations. This agreement specifically does not delegate to
ROHM the following responsibilities: authority to hire or fire the administrator or other key management
employees, maintenance and control of the books and records of the Facility, authority over disposition of
assets and incurring liabilities on behalf of the Facility, and the adoption and enforcement of policies
regarding the operation of Latta Road Nursing Home West.

Lease Rental Agreement

The applicant has submitted a draft lease rental agreement for the site that they will occupy, which is
summarized below:

Premises: The site located at 2100 Latta Road, Rochester, New York

Lessor: Latta Road Nursing Home Realty, LLC

Lessee: Latta Road Nursing Home West, LLC

Term: 20 years

Rental: $76,500 annually (paid in equal monthly installments of $6,375)

Provisions: Lessee shall be responsible for real estate taxes, maintenance and utilities.

The lease agreement will be a non-arm’s length lease arrangement. There is common ownership
between the landlord and tenant in that the proposed owner is the sole member of both the operating
entity and the real estate entity.

|
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Operating Budget
The applicant has submitted an operating budget, in 2015 dollars, during the first year after the change in
ownership, summarized below:

Per Diem Total

Revenues:
Medicaid Managed Care $196.49 $1,886,885
Medicare Fee For Service 506.12 711,610
Private Pay 354.77 955,754
Other 336.33 164,465
Total Revenues $3,718,714

Expenses:
Operating $252.59 $3,584,709
Capital 7.68 109,021
Total Expenses $260.27 $3,693,730
Net Income $24,984
Utilization: (patient days) 14,192
Occupancy 97.21%
Breakeven Occupancy 96.58%

Utilization broken down by payor source during the first year after the change in ownership is
summarized:

Medicaid Managed Care 67.66%
Medicare Fee For Service 9.91%
Private Pay 18.98%
Other 3.45%

The following is noted with respect to the submitted budget:

e Medicaid and Medicare revenue assumptions are based on the facility’s current payment rates for
the respective payors. The Medicaid Fee-For-Service rate serves as the benchmark rate for the
Medicaid Managed Care payments. For Medicare, the applicant has incorporated a conservative
increase in Medicare Part A and Part B based on his ownership experience with the other NYS
facilities he operates.

e Private pay rates are anticipated to increase by 10% to remain at market levels.

e Expense and utilization assumptions are based on the facility’s 2014 historical experience.

e Breakeven occupancy is projected at 96.58% or 14,100 patient days.

The budget appears reasonable.

Capability and Feasibility

The purchase price for the acquisition of the operating interest is $721,000. The purchase price will be
met as follows: Equity of $180,250 via the proposed member and $540,750 via a bank loan at an interest
rate of 4.66% for a twenty-year term. The purchase price for the real estate interest is $524,500 and will
be met as follows: Equity of $131,125 via the proposed member and $324,500 via a bank loan at an
interest rate of 4.66% for a twenty-year term. The applicant has submitted bank letters of interest in
regard to the financing.

Working capital requirements are estimated at $615,621, which is equivalent to two months of first year
expenses. The applicant will finance $307,810 at an interest rate of 3.25% for a five-year term. The
remaining $307,811 will be met via equity from the proposed member. BFA Attachment A is the personal
net worth statement for the proposed member of Latta Road Nursing Home West, LLC, which indicates
the availability of sufficient funds to meet the working capital requirement and purchase price equity
portion. BFA Attachment B is the pro forma balance sheet for the first day of operation, which indicates a
positive net asset position of $431,435. Assets include $517,000 in goodwill, which is not a liquid

|
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resource, nor is it recognized for Medicaid reimbursement. If goodwill is eliminated from the equation, the
total net assets would be a negative $85,565.

The submitted budget indicates a net income of $24,984 during the first year after the change in operator.
The submitted budget appears reasonable.

BFA Attachment C is the financial summary of Latta Road Nursing Home for the period 2012 through
2014. As shown, the entity had an average positive working capital position, an average positive net
asset position, and incurred an average loss of $351,899 from 2012 through 2104. The applicant has
indicated that the reason for the annual historical losses shown was due to the facility having little Part A
and Part B residents.

The following is a comparison of the facility’s 2014 historical performance to projected revenue and
expenses for year one following the change in ownership:

Annual 2014 Year 1
Revenues $3,201,109 $3,718,714
Expenses 3,529,751 3,693,730
Net Income ($328,672) $24,984
Incremental Net Income: $353,656

To improve operations, the applicant is proposing to implement the following corrective actions when they

begin operating the facility:

o Currently facility has little or no Medicare Part A and Part B. The buyer plans to add on staff for PT
and OT services and improve the therapy programs.

e Dietary service and food costs are currently double the other comparable facilities benchmarked. The
facility also has an employee benefit whereby all employees eat free of charge. The dietary service
and food costs will be brought in line to benchmarked facilities, and the employee plan will be modified
to require a small charge for one meal per shift.

¢ All nursing personnel will be employee staff. No contract nurses will be used.

e Nursing supplies are greatly in excess of the other comparable facilities and will be brought in line as
well.

A transition of nursing home (NH) residents to Medicaid managed care is currently being implemented
statewide. Under the managed care construct, Managed Care Organizations (MCOs) will negotiate
payment rates directly with NH providers. A department policy, as described in the “Transition of Nursing
Home Benefit and Population into Managed Care Policy Paper,” provided guidance requiring MCOs to
pay the benchmark Medicaid FFS rate, or a negotiated rate acceptable to both plans and NH, for three
years after a county has been deemed mandatory for NH population enrollment. As a result, the
benchmark FFS rate remains a viable basis for assessing NH revenues through the transition period.

BFA Attachment D is the 2012 through 2014 financial summary of the NYS facilities the proposed
member has ownership interest in. The facilities and summary of operations for the period are as follows:

e Woodside Manor Nursing Home (44 beds): The entity had an average positive working capital
position, an average positive net asset position, and achieved an average net income of $384,785.

¢ Wedgewood Nursing Home (29 beds): The entity had an average positive working capital position,
an average positive net asset position, and achieved an average net income of $19,632. The
applicant indicated that the loss in 2012 was due to bad debt write-offs in 2012.

e The Shore Winds (229 beds): The entity had an average positive working capital position, an
average positive net asset position, and achieved an average net income of $804,990.

e Seneca Nursing & Rehabilitation Center (20 beds): The entity had an average positive working
capital position, an average positive net asset position, and achieved an average net income of
$746,604.

o Penfield Place (48 beds): The entity had an average positive working capital position, an average
positive net asset position, and achieved an average net income of $358,440.

|
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¢ Newark Manor Nursing Home (60 beds): The entity had an average negative working capital
position, an average negative net asset position, and had an average net loss of $24,290 for the
period. The applicant indicated that the reason for the average negative working capital position is
due to past historical losses. The entity had a loss in 2012 due to low occupancy. They worked hard
in 2013 and 2014 to strengthen their relationship with Newark Wayne Hospital to better manage their
costs.

e The Hurlbut (160 beds): The entity had an average positive working capital position, an average
positive net asset position, and achieved an average net income of $638,044.

e Hornell Gardens (114 beds): The entity had an average positive working capital position, an average
positive net asset position, and achieved an average net income of $595,542.

e EIm Manor Nursing Home (46 beds): The entity had an average positive working capital position, an
average positive net asset position, and had an average net loss of $202,196 for the period. The
entity had a loss in 2012 due to the following: an occupancy decrease from 2011, and a one-time
bad debt expense write-off. The entity implemented the following steps to improve operations:
improved occupancy in 2013 and 2014.

e Conesus Lake Nursing Home (48 beds): The entity had an average positive working capital position,
an average positive net asset position, and achieved an average net income of $711,230.

e The Brightonian (54 beds): The entity had an average positive working capital position, an average
positive net asset position, and achieved an average net income of $761,346.

e Avon Nursing Home (40 beds): The entity had an average positive working capital position, an
average negative net asset position, and achieved an average net income of $257,723. The reason
for the average negative net asset position was due to prior year historical losses. The applicant
improved operations in 2013.

Subject to the noted contingencies, it appears that the applicant has demonstrated the capability to
proceed in a financially feasible manner, and contingent approval is recommended.

Recommendation
From a financial perspective, contingent approval is recommended.

Attachments |

BNHLC Attachment A Quality Measures and Inspection Report

BFA Attachment A Personal Net Worth Statement of Proposed Member

BFA Attachment B Pro Forma Balance Sheet

BFA Attachment C 2012 - 2014 Financial Summary - Latta Road Nursing Home
BFA Attachment D 2012 - 2014 Financial Summary - Other Owned Facilities
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NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY. Of Health

Project # 151133-E
Latta Road Nursing Home East, LLC

Program:

Purpose: Establishment

Residential Health Care Facility

County: Monroe
Acknowledged: March 30, 2015

Executive Summary

Description

Latta Road Nursing Home East, LLC, a to-be-
formed New York limited liability company,
requests approval to be established as the
operator of Latta Road Nursing Home A, a 40-
bed, proprietary, Article 28 residential healthcare
facility (RHCF) located at 2102 Latta Road,
Rochester (Monroe County). The applicant will
enter into a services agreement with ROHM
Services Corporation for the provision of general
financial services. There will be no change in
services as a result of this application.

On March 19, 2015, Robert W. Hurlbut, on
behalf of Latta Road Nursing Home East, LLC,
entered into an Asset Purchase Agreement with
Morris E. Richardson for the sale and acquisition
of the operating interests of Latta Road Nursing
Home A. On March 20, 2015, Robert W.
Hurlbut, on behalf of the to-be formed Latta
Road Nursing Home Realty, LLC, also
purchased the real estate from M.E. & E.E.
Richardson, Inc. Robert W. Hurlbut is the
proposed owner and sole member of both the
operating entity and the real estate entity.

It is noted that the proposed member of Latta
Road Nursing Home East, LLC is seeking to
acquire two other nursing facilities, Latta Road
Nursing Home under CON #151131 and
Hamilton Manor Nursing Home under CON
#151134. These two applications are being
reviewed concurrently with this one.

The current and proposed operator of the RHCF
are as follows:

Current
Morris E. Richardson  100%

Proposed
Latta Road Nursing Home East, LLC
Robert W. Hurlbut ~ 100%

Robert W. Hurlbut has ownership interest in
twelve NYS skilled nursing facilities and one
skilled nursing facility in Florida.

OPCHSM Recommendation
Contingent Approval

Need Summary

Latta Road Nursing Home A’s utilization was
95.7% in 2011, 94.4% in 2012, and 94.9% in
2013. Current utilization, as of March 18, 2015
is 97.5%, with one vacant bed. While historic
utilization is near the Department’s planning
optimum, in 2014 and thus far in 2015 utilization
has exceeded the Department’s planning
optimum.

This application will not result in a change to
beds or services.

Program Summary

No negative information has been received
concerning the character and competence of the
proposed applicants identified as new members.
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Financial Summary

The purchase price for the acquisition of the of $131,125 from the proposed member and a
operating interests of Latta Road Nursing Home bank loan of $393,375 at an interest rate of
A'is $776,000 and will be paid as follows: Equity 4.66% for a twenty-year term.

of $194,000 from the proposed member and a

bank loan of $582,000 at an interest rate of Budget:  Revenues $3,763,243
4.66% for a twenty-year term. The purchase Expenses 3,525,757

price for the acquisition of the real estate interest Net Income $237,486

is $524,500 and will be paid as follows: Equity
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Recommendations

Health Systems Agency
The Finger Lakes Health Systems Agency recommends Contingent Approval of this project.

Office of Primary Care and Health Systems Management
Approval contingent upon:

1.

o

©o~N

11.

12.

Submission of a commitment signed by the applicant which indicates that, within two years from the
date of the council approval, the percentage of all admissions who are Medicaid and
Medicare/Medicaid eligible at the time of admission will be at least 75 percent of the planning area
average of all Medicaid and Medicare/Medicaid admissions, subject to possible adjustment based on
factors such as the number of Medicaid patient days, the facility’s case mix, the length of time before
private paying patients became Medicaid eligible, and the financial impact on the facility due to an
increase in Medicaid admissions. [RNR]

Submission of a plan to continue to enhance access to Medicaid residents. At a minimum, the plan

should include, but not necessarily be limited to, ways in which the facility will:

e Reach out to hospital discharge planners to make them aware of the facility’s Medicaid Access
Program;

e Communicate with local hospital discharge planners on a regular basis regarding bed availability
at the nursing facility; and

o |dentify community resources that serve the low-income and frail elderly population who may
eventually use the nursing facility, and inform them about the facility’s Medicaid Access policy.
[RNR]

Submission of a commitment, signed by the applicant, to submit annual reports to the DOH, for at

least two years, demonstrating substantial progress with the implementation of the plan. These

reports should include, but not be limited to:

e Describing how the applicant reached out to hospital discharge planners to make them aware of
the facility's Medicaid Access Program;

¢ Indicating that the applicant communicated with local hospital discharge planners on a regular
basis regarding bed availability at the nursing facility;

e |dentifying the community resources that serve the low-income and frail elderly population that
have used, or may eventually use, the nursing facility, and confirming they were informed about
the facility's Medicaid Access policy.

e Documentation pertaining to the number of referrals and the number of Medicaid admissions; and

e Other factors as determined by the applicant to be pertinent.

The DOH reserves the right to require continued reporting beyond the two year period. [RNR]

Submission of an executed loan commitment for the operating portion, acceptable to the Department.

[BFA]

Submission of an executed loan commitment for the real estate portion, acceptable to the

Department. [BFA]

Submission of an executed services agreement, acceptable to the Department. [BFA]

Submission of an executed building lease, acceptable to the Department. [BFA]

Submission of an executed working capital loan commitment, acceptable to the Department. [BFA]

The sponsor signs the State’s Medicaid Access Agreement and submits annual performance reports

to the NYS Department of Health. [FLA]

. Submission of a photocopy of the applicant’'s executed proposed Operating Agreement, which is

acceptable to the Department. [CSL]

Submission of a photocopy of the applicant’s executed proposed Articles of Organization, which is
acceptable to the Department. [CSL]

Submission of a photocopy of the applicant’'s executed proposed Lease Agreement, which is
acceptable to the Department. [CSL]
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Approval conditional upon:
1. The project must be completed within three years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time

shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

Council Action Date
October 8, 2015
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Need Analysis

Analysis
There is currently a surplus of 908 beds in Monroe County as indicated in Table 1 below. The overall
occupancy for Monroe County was 92.5% in 2013 as indicated in Chart 1.

Table 1: RHCF Need — Monroe County

2016 Projected Need 4,167
Current Beds 5,142
Beds Under Construction -67
Total Resources 5,075
Unmet Need -908
Chart 1: Latta Road Nursing Home A/Monroe County Occupancy
Latta Road East Utilization
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Access

Regulations indicate that the Medicaid patient admissions standard shall be 75% of the annual
percentage of all Medicaid admissions for the long term care planning area in which the applicant facility
is located. Such planning area percentage shall not include residential health care facilities that have an
average length of stay 30 days or fewer. If there are four or fewer residential health care facilities in the
planning area, the applicable standard for a planning area shall be 75% of the planning area percentage
of Medicaid admissions, or of the Health Systems Agency area Medicaid admissions percentage,
whichever is less. In calculating such percentages, the Department will use the most current data which
have been received and analyzed by the Department.

An applicant will be required to make appropriate adjustments in its admission policies and practices so
that the proportion of its own annual Medicaid patient’s admissions is at least 75% of the planning area
percentage or the Health Systems Agency percentage, whichever is applicable.

Latta Road Nursing Home A’s Medicaid admissions for 2012 was 12.1% and exceeded Monroe County
75% rate of 13.3%. In 2013, Latta Road Nursing Home A’s Medicaid admissions for 2013 was 10.6%
and did not exceed Monroe County 75% rate of 12.8% and will be required to follow the contingency plan
as noted.
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Conclusion

Approval of this application will result in providing a needed resource for the residents it serves.

Recommendation

From a need perspective, contingent approval is recommended.

Program Analysis

Program Description

No changes in the program or physical environment are proposed in this application. The applicant will

enter into a consulting and administrative services agreement with ROHM Services Corporation for

financial services.

Facility Information

Existing

Proposed

Facility Name

Latta Road Nursing Home A

Latta Road Nursing Home East, LLC

Address

2102 Latta Road
Rochester, NY 14612

Same

RHCF Capacity 40 Same

ADHC Program Capacity | N/A Same

Type of Operator Corporation Limited Liability Company
Class of Operator Sole Proprietorship Proprietary

Operator

Eleanor E. Richardson d/b/a

Latta Nursing Home West, LLC
Member:

Robert W. Hurlbut 100.00%

Character and Competence - Background

Facilities Reviewed
Nursing Homes
Avon Nursing Home,
The Brightonian, Inc.

LLC

Conesus Lake Nursing Home, LLC
EIm Manor Nursing Home, Inc.
Hornell Gardens, LLC

The Hurlbut, LLC

Newark Manor Nursing Home, Inc.

Penfield Place, LLC

Seneca Nursing & Rehabilitation Center, LLC
The Shore Winds, LLC

Wedgewood Nursing Home, Inc.

Woodside Manor Nursing Home, Inc.

Individual Background Review

Robert Hurlbut lists his profession as nursing home owner. Mr. Hurlbut discloses the following nursing

home ownership interests:
Avon Nursing Home,
The Brightonian, Inc.

LLC

Conesus Lake Nursing Home, LLC
EIm Manor Nursing Home, Inc.
Hornell Gardens, LLC

The Hurlbut, LLC

Newark Manor Nursing Home, Inc.

Penfield Place, LLC

Seneca Nursing & Rehabilitation Center

04/2007 to present
09/2005 to present
04/2007 to present
09/2005 to present
04/2007 to present
09/2005 to present
09/2015 to present
04/2007 to present
09/2005 to present
09/2005 to present
09/2005 to present
04/2007 to present

04/2007 to present
02/1997 to present
04/2007 to present
01/1994 to present
04/2007 to present
01/2003 to present
07/1998 to present
04/2007 to present
03/2003 to present
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The Shore Winds, LLC 03/2003 to present
Wedgewood Nursing Home, Inc. 01/1994 to present
Woodside Manor Nursing Home, Inc. 04/2007 to present

Character and Competence - Analysis
No negative information has been received concerning the character and competence of the above
applicants.

A review of The Brightonian, Inc. for the period identified above reveals the following:

e The facility was fined $2,000 pursuant to a Stipulation and Order NH-11-006 issued March 3, 2011 for
surveillance findings on February 12, 2010. Deficiencies were found under 10 NYCRR 415.12 Quality
of Care: Highest Practicable Potential.

A review of EIm Manor Nursing Home, Inc. for the period identified above reveals the following:

e The facility has been fined $10,000 pursuant to a pending Stipulation and Order for surveillance
findings on July 30, 2012. Deficiencies were found under 10 NYCRR 415.12(1)(1) Quality of Care
Unnecessary Drugs.

A review of Hornell Gardens, LLC for the period identified above reveals the following:

e The facility was fined $8,000 pursuant to a Stipulation and Order NH-15-015 issued September 1,
2015 for surveillance findings on July 12, 2013. Deficiencies were found under 10 NYCRR
415.12(c)(1) Quality of Care: Pressure Sore Prevention and 415.12(h)(1).

A review of The Shore Winds LLC for the period identified above reveals the following:

¢ The facility was fined $4,000 pursuant to a Stipulation and Order NH-15-016 issued September 1,
2015 for surveillance findings on February 8, 2012. Deficiencies were found under 10 NYCRR
415.12(c)(1) Quality of Care: Pressure Sore Prevention and 10NYCRR 415.12(h)(1) Quality of Care:
Accidents.

A review of operations of for the nursing homes identified above for the periods specified results in a
conclusion of a consistently high level of care as there were no repeat enforcements.

A review of Avon Nursing Home, LLC, Conesus Lake Nursing Home, Newark Manor Nursing Home,
Inc., Penfield Place, LLC, Seneca Nursing & Rehabilitation Center, Wedgewood Nursing Home and
Woodside Manor Nursing Home, Inc. for the periods identified above results in a conclusion of
substantially consistent high level of care since there were no enforcements.

Recommendation
From a programmatic perspective, approval is recommended.

Financial Analysis |

Asset Purchase Agreement
The applicant has submitted an executed asset purchase agreement for the sale of the operation, as
summarized below:

Date: March 19, 2015

Seller: Morris E. Richardson

Purchaser: Robert W. Hurlbut

Assets Acquired: Seller’s rights under any third party programs, excluding amounts due but not

yet paid for services rendered by Seller for periods prior to the Closing Date; all
equipment, furniture, appliances, tools, supplies and other personal property
owned by Seller; all leases, contracts and other agreements, which Buyer
expressly elects to assume; all rights to the telephone and facsimile numbers of

|
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the Facility; the name “Latta Road Nursing Home A”; any and all policy and
procedure manuals, intellectual property and/or software used by the Facility; all
residents’ funds held in trust and all security deposits held by Seller and all
retroactive rate increases and/or lump sum payments from any source for
services rendered by the Facility prior to the Closing Date.

Excluded Assets:

Seller’s rights to any income tax, sales tax, usage tax, franchise tax, special
assessments, revenue assessments required by the New York State
Department of Health and any other refunds due to the Seller prior to the
Effective Date; any non-transferable or non-assignable governmental or
regulatory licenses; Seller’'s cash on hand; Seller's bank accounts and records,
deferred investments, stocks, bonds and any other securities that exist on the
date of Closing and Seller's account receivable prior to the Closing Date.

Assumed Liabilities:

Resident funds held in trust.

Purchase Price:

$776,000

Payment of

Cash at Closing

Purchase Price:

The applicant’s financing plan appears as follows:

$194,000
582,000

Equity via proposed member
Bank Loan (4.66% for a twenty-year term)

A bank letter of interest for the financing has been provided.

The applicant has submitted an affidavit, which is acceptable to the Department, in which the applicant
agrees, notwithstanding any agreement, arrangement or understanding between the applicant and the
transferor to the contrary, to be liable and responsible for any Medicaid overpayments made to the facility
and/or surcharges, assessments, or fees due from the transferor pursuant to Article 28 of the Public
Health Law with respect to the period of time prior to the applicant acquiring its interest, without releasing
the transferor of its liability and responsibility.

Real Estate Agreement
The applicant has submitted an executed real estate purchase and sale agreement for Latta Nursing
Home and Latta Nursing Home A (jointly), which is summarized below:

Date: March 20, 2015

Premises: Real property identified as tax map account number 045.12-2-43.1 consisting of
approximately 32.5 acres of land and existing improvements located at 2100 Latta
Road in the Town of Greece, New York.

Seller: M.E. & E.E. Richardson, Inc.

Buyer: Robert W. Hurlbut, on behalf of Latta Road Nursing Home Realty, LLC

$1,049,000 total allocated as follows:

e $524,500 for Latta Nursing Home

e $524,500 for Latta Nursing Home A
Cash at Closing

Purchase Price:

Payment of
Purchase Price:

The applicant’s financing plan appears as follows:

Equity via the proposed member $131,125
Bank Loan (4.66% for a twenty-year term) 393,375
$524,500

A bank letter of interest for the financing has been provided.
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Administrative Services Agreement
The applicant has submitted a draft services agreement, which is summarized below:

Provider: ROHM Services Corporation
Facility: Latta Road Nursing Home East, LLC
Services: The provider shall perform the following services: general financial services

including preparation of resident statements, invoicing all payors, processing of all
payments received, review of invoices and preparation of bank deposits,
preparation and negotiation of purchasing bids subject to final approval of Latta
Road Nursing Home East, review of audit reports, and debt collection services.
Term: The agreement shall continue until December 31, 2017. Unless either party gives
notice to the other party of its intent not to renew this agreement at least thirty
days prior to the end of the term, or any renewal thereof, this agreement will be
automatically renewed for additional one year term.

Compensation: The compensation shall be $120,000 per year.

While ROHM Services Corporation will provide the above services, the Licensed Operator retains ultimate
authority, responsibility, and control for the operations. This agreement specifically does not delegate to
ROHM the following responsibilities: authority to hire or fire the administrator or other key management
employees, maintenance and control of the books and records of the Facility, authority over disposition of
assets and incurring liabilities on behalf of the Facility, and the adoption and enforcement of policies
regarding the operation of Latta Road Nursing Home East.

Lease Rental Agreement

The applicant has submitted a draft lease rental agreement for the site that they will occupy, which is
summarized below:

Premises: The site located at 2102 Latta Road, Rochester, New York

Lessor: Latta Road Nursing Home Realty, LLC

Lessee: Latta Road Nursing Home East, LLC

Term: 20 years

Rental: $76,500 annually (paid in equal monthly installments of $6,375)

Provisions: Lessee shall be responsible for real estate taxes, maintenance and utilities.

The lease agreement will be a non-arm’s length lease arrangement. There is common ownership
between the landlord and tenant in that the proposed owner is the sole member of both the operating
entity and the real estate entity.

Operating Budget
The applicant has submitted an operating budget, in 2015 dollars, during the first year after the change in
ownership, summarized below:

Per Diem Total

Revenues:
Medicaid Managed Care $183.92 $1,640,758
Medicare Fee For Service 498.94 780,340
Private Pay 363.14 992,085
Other 350.06 350,060
Total Revenues $3,763,243

Expenses:
Operating $240.86  $3,424,283
Capital 7.14 101,474
Total Expenses $248.00  $3,525,757
Net Income $237,486
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Utilization (Patient Days) 14,217
Occupancy 97.38%
Breakeven Occupancy 91.55%

Utilization by payor source during the first year after the change in ownership:

Medicaid Managed Care 62.75%
Medicare Fee-For-Service 11.00%
Private Pay 19.22%
Other 7.03%

The following is noted with respect to the submitted budget:

¢ Medicaid and Medicare revenue assumptions are based on the facility’s current payment rates for the
respective payors. The Medicaid Fee-For-Service rate serves as the benchmark rate for the
Medicaid Managed Care payments. For Medicare, the applicant has incorporated a conservative
increase in Medicare Part A and Part B based on his ownership experience with the other NYS
facilities he operates.

e Private pay rates are anticipated to increase by 10% to remain at market levels.

e Expense and utilization assumptions are based on the facility’s 2014 historical experience.

o Breakeven utilization is projected at 91.55% or 13,366 patient days.

The budget appears reasonable.

Capability and Feasibility

The purchase price for the acquisition of the operating interest is $776,000. The purchase price will be
met as follows: Equity of $194,000 via the proposed member and $582,000 via a bank loan at an interest
rate of 4.66% for a twenty-year term. The purchase price for the real estate interest is $524,000 and will
be met as follows: Equity of $131,125 via the proposed member and $393,375 via a bank loan at an
interest rate of 4.66% for a twenty-year term. The applicant has submitted bank letters of interests in
regard to the financing.

Working capital requirements are estimated at $587,626, which is equivalent to two months of first year
expenses. The applicant will finance $293,813 at an interest rate of 3.25% for a five-year term. The
remaining $293,813 will be met via equity from the proposed member. BFA Attachment A is the personal
net worth statement for the proposed member of Latta Road Nursing Home East, LLC, which indicates
the availability of sufficient funds to meet the working capital requirement and the purchase price equity
portion. BFA Attachment B is the pro forma balance sheet as of the first day of operation, which indicates
a positive net asset position of $471,438. Assets include $571,000 in goodwill, which is not a liquid
resource, nor is it recognized for Medicaid reimbursement. If goodwill is eliminated from the equation, the
total net assets would be a negative $99,562.

The submitted budget indicates a net income of $237,486 during the first year after the change in
operator. The submitted budget appears reasonable.

BFA Attachment C is the financial summary of Latta Road Nursing Home A for the period 2012 through
2014. As shown, the entity had an average positive working capital position, an average positive net
asset position, and incurred an average loss of $299,305 from 2012 through 2014. The applicant has
indicated that the reason for the annual historical losses shown was due to the facility having little Part A
and Part B residents.
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The following is a comparison of the facility’s 2014 historical performance to projected revenue and
expenses for year one following the change in ownership:

Annual 2014 Year 1
Revenues: $ 3,262,440 $3,763,243
Expenses: 3,685,013 3,525,757
Net Income: ($422,573) $237,486
Incremental Net Income: $660,059

To improve operations, the applicant is proposing to implement the following corrective actions when they
begin operating the facility:

Currently facility has little or no Medicare Part A and Part B. The buyer plans to add on staff for PT
and OT services and improve the therapy programs.

Dietary service and food costs are currently double the other comparable facilities benchmarked. The
facility also has an employee benefit whereby all employees eat free of charge. The dietary service
and food costs will be brought in line to benchmarked facilities, and the employee plan will be modified
to require a small charge for one meal per shift.

All nursing personnel will be employee staff. No contract nurses will be used.

Nursing supplies are greatly in excess of the other comparable facilities and will be brought in line as
well.

A transition of nursing home (NH) residents to Medicaid managed care is currently being implemented
statewide. Under the managed care construct, Managed Care Organizations (MCOs) will negotiate
payment rates directly with NH providers. A department policy, as described in the “Transition of Nursing
Home Benefit and Population into Managed Care Policy Paper,” provided guidance requiring MCOs to
pay the benchmark Medicaid FFS rate, or a negotiated rate acceptable to both plans and NH, for three
years after a county has been deemed mandatory for NH population enrollment. As a result, the
benchmark FFS rate remains a viable basis for assessing NH revenues through the transition period.

BFA Attachment D presents the 2012 through 2014 financial summary of the NYS facilities the proposed
member has ownership interest in. The facilities and summary of operations for the period are as follows:

Woodside Manor Nursing Home (44 beds): The entity had an average positive working capital
position, an average positive net asset position, and achieved an average net income of $384,785.
Wedgewood Nursing Home (29 beds): The entity had an average positive working capital position, an
average positive net asset position, and achieved an average net income of $19,632. The applicant
indicated that the loss in 2012 was due to bad debt write-offs in 2012.

The Shore Winds (229 beds): The entity had an average positive working capital position, an average
positive net asset position, and achieved an average net income of $804,990.

Seneca Nursing & Rehabilitation Center (20 beds): The entity had an average positive working capital
position, an average positive net asset position, and achieved an average net income of $746,604.
Penfield Place (48 beds): The entity had an average positive working capital position, an average
positive net asset position, and achieved an average net income of $358,440.

Newark Manor Nursing Home (60 beds): The entity had an average negative working capital position,
an average negative net asset position, and had an average net loss of $24,290 for the period. The
applicant indicated that the reason for the average negative working capital position is due to past
historical losses. The entity had a loss in 2012 due to low occupancy. They worked hard in 2013 and
2014 to strengthen their relationship with Newark Wayne Hospital to better manage their costs.

The Hurlbut (160 beds): The entity had an average positive working capital position, an average
positive net asset position, and achieved an average net income of $638,044.

Hornell Gardens (114 beds): The entity had an average positive working capital position, an average
positive net asset position, and achieved an average net income of $595,542.

EIm Manor Nursing Home (46 beds): The entity had an average positive working capital position, an
average positive net asset position, and had an average net loss of $202,196 for the period. The
entity had a loss in 2012 due to the following: an occupancy decrease from 2011, and a one-time bad
debt expense write-off. The entity implemented the following steps to improve operations: improved
occupancy in 2013 and 2014.
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e Conesus Lake Nursing Home (48 beds): The entity had an average positive working capital position,
an average positive net asset position, and achieved an average net income of $711,230.

e The Brightonian (54 beds): The entity had an average positive working capital position, an average
positive net asset position, and achieved an average net income of $761,346.

e Avon Nursing Home (40 beds): The entity had an average positive working capital position, an
average negative net asset position, and achieved an average net income of $257,723. The reason
for the average negative net asset position was due to prior year historical losses. The applicant
improved operations in 2013.

Subject to the noted contingencies, the applicant has demonstrated the capability to proceed in a
financially feasible manner, and contingent approval is recommended.

Recommendation
From a financial perspective, contingent approval is recommended.

Attachments |

BNHLC Attachment A Quality Measures and Inspection Report

BFA Attachment A Personal Net Worth Statement

BFA Attachment B Pro Forma Balance Sheet

BFA Attachment C 2012 - 2014 Financial Summary - Latta Road Nursing Home A
BFA Attachment D 2012 - 2014 Financial Summary - Other Owned Facilities.
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NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY. Of Health

Project # 151134-E
Hamilton Manor Nursing Home, LLC

Program: Residential Health Care Facility County: Monroe
Purpose: Establishment Acknowledged: March 30, 2015

Executive Summary

Description

Hamilton Manor Nursing Home, LLC, a to-be- The current and proposed operators are as

formed New York limited liability company, follows:

requests approval to be established as the

operator of Hamilton Manor Nursing Home, a ) ) Current

40-bed, sole proprietor, Article 28 residential Morris E. Richardson, Executor of the Estate

health care facility (RHCF) located at 1172 Long of Eleanor E. Richardson 100%

Pond Road, Rochester (Monroe County). The

applicant will enter into a services agreement . Proposed

with ROHM Services Corporation for the Hamilton Manor Nursing Home, LLC

provision of general financial services. There Robert Hurlbut ~ 100%

will be no change in services provided as a o .

result of this application. Robert W. Hurlbut has ownership interest in
twelve NYS skilled nursing facilities and one

On March 19, 2015, Robert W. Hurlbut, on skilled nursing facility in Florida.

behalf of Hamilton Manor Nursing Home, LLC,

entered into an asset purchase agreement with OPCHSM Recommendation

Morris E. Richardson, executor of the estate of Contingent Approval

Eleanor E. Richardson, for the sale and

acquisition of the operating interest of Hamilton Need Summary

Manor Nursing Home. On March 20, 2015, Hamilton Manor Nursing Home’s utilization was

Robert W. Hurlbut, on behalf of the to-be formed 95.2% in 2011, 94.9% in 2012, and 95.2% in

Hamilton Manor Nursing Home Realty, LLC, 2013. Current utilization, as of March 18, 2015

also purchased the real estate from Eleven is 92.5%, with 3 vacant beds. In 2014, and

Seventy Two Long Pond Road, Inc. and Morris overall in 2015, utilization at this facility has

Richardson. Robert Hurlbut is the proposed increased to 97.6% and 96.1%, respectively,

owner and sole member of both the operating which closely coincide with the Department’s

entity and the real estate entity. planning optimum.

The proposed member of Hamilton Manor This application will not result in a change to

Nursing Home, LLC is also seeking to acquire beds or services.

two other nursing facilities, Latta Road Nursing
Home under CON #151131 and Latta Road
Nursing Home A under CON #151133. These
two applications are being reviewed concurrent
with this application request.

Program Summary

No negative information has been received
concerning the character and competence of the
proposed applicants identified as new members.
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No changes in the program or physical
environment are proposed in this application.
The applicant will enter into a consulting and
administrative services agreement with Rohm
Services Corporation for financial services.

Financial Summary

The purchase price for the acquisition of the
operating interest of Hamilton Manor Nursing
Home is $773,000 and will be paid as follows:
Equity of $193,250 from the proposed member
and a bank loan of $579,750 at an interest rate
of 4.66% for a twenty-year term. The purchase
price for the acquisition of the real estate interest
is $481,000 and will be paid as follows: Equity of
$120,250 from the proposed member and a
bank loan of $360,750 at an interest rate of
4.66% for a twenty-year term.

Budget: Revenues $3,877,748
Expenses 3,587,575
Net Income $290,173
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Recommendations

Health Systems Agency
The Finger Lakes HSA recommends Contingent Approval of this project.

Office of Primary Care and Health Systems Management
Approval contingent upon:

1.

o

©o~N

11.

12.

Submission of a commitment signed by the applicant which indicates that, within two years from the

date of the council approval, the percentage of all admissions who are Medicaid and

Medicare/Medicaid eligible at the time of admission will be at least 75 percent of the planning area

average of all Medicaid and Medicare/Medicaid admissions, subject to possible adjustment based on

factors such as the number of Medicaid patient days, the facility’s case mix, the length of time before

private paying patients became Medicaid eligible, and the financial impact on the facility due to an

increase in Medicaid admissions. [RNR]

Submission of a plan to continue to enhance access to Medicaid residents. At a minimum, the plan

should include, but not necessarily be limited to, ways in which the facility will:

a. Reach out to hospital discharge planners to make them aware of the facility’s Medicaid Access
Program;

b. Communicate with local hospital discharge planners on a regular basis regarding bed availability
at the nursing facility; and

c. ldentify community resources that serve the low-income and frail elderly population who may
eventually use the nursing facility, and inform them about the facility’'s Medicaid Access policy.
[RNR]

Submission of a commitment, signed by the applicant, to submit annual reports to the DOH, for at

least two years, demonstrating substantial progress with the implementation of the plan. These

reports should include, but not be limited to:

a. Describing how the applicant reached out to hospital discharge planners to make them aware of
the facility’s Medicaid Access Program;

b. Indicating that the applicant communicated with local hospital discharge planners on a regular
basis regarding bed availability at the nursing facility;

c. Identifying the community resources that serve the low-income and frail elderly population that
have used, or may eventually use, the nursing facility, and confirming they were informed about
the facility's Medicaid Access policy.

d. Documentation pertaining to the number of referrals and the number of Medicaid admissions; and

e. Other factors as determined by the applicant to be pertinent.

The DOH reserves the right to require continued reporting beyond the two year period. [RNR]
Submission of an executed loan commitment for the operating portion, acceptable to the Department.
[BFA]

Submission of an executed loan commitment for the real estate portion, acceptable to the

Department. [BFA]

Submission of an executed services agreement, acceptable to the Department. [BFA]

Submission of an executed building lease, acceptable to the Department. [BFA]

Submission of an executed working capital loan commitment, acceptable to the Department. [BFA]

Submission of a photocopy of the applicant’s executed proposed Operating Agreement, which is

acceptable to the Department. [CSL]

. Submission of a photocopy of the applicant’s executed proposed Articles of Organization, which is

acceptable to the Department. [CSL]

Submission of a photocopy of the applicant’s executed proposed Lease Agreement, which is
acceptable to the Department. [CSL]

The sponsor signs the State’s Medicaid Access Agreement and submits annual performance reports
to the NYS Department of Health. [HSA]
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Approval conditional upon:

1. The project must be completed within three years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

Council Action Date
October 8, 2015
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Need Analysis |

Project Description

Hamilton Manor Nursing Home, LLC, seeks approval to become the established operator of Hamilton
Manor Nursing Home, a 40-bed Article 28 residential health care facility (RHCF) located at 1172 Long
Pond Road, Rochester, 14626, in Monroe County.

Analysis
There is currently a surplus of 908 beds in Monroe County as indicated in Table 1 below. The overall
occupancy for Monroe County is 92.5% for 2013, as indicated in Chart 1.

Table 1: RHCF Need — Monroe County

2016 Projected Need 4,167
Current Beds 5,142
Beds Under Construction -67
Total Resources 5,075
Unmet Need -908

Chart 1: Hamilton Manor Nursing Home/Monroe County Occupancy

Hamilton Manor Utilization
Facility vs. County
100%
P i
P4 \.
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© 90% il L PP L
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©
N 80%
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70%
60%
2009 2010 2011 2012 2013
— Facility 91.0% 94.2% 95.2% 94.9% 95.2%
= = = Monroe Co. 93.7% 92.5% 90.3% 98.1% 92.5%

Access

Regulations indicate that the Medicaid patient admissions standard shall be 75% of the annual
percentage of all Medicaid admissions for the long term care planning area in which the applicant facility
is located. Such planning area percentage shall not include residential health care facilities that have an
average length of stay 30 days or fewer. If there are four or fewer residential health care facilities in the
planning area, the applicable standard for a planning area shall be 75% of the planning area percentage
of Medicaid admissions, or of the Health Systems Agency area Medicaid admissions percentage,
whichever is less. In calculating such percentages, the Department will use the most current data which
have been received and analyzed by the Department.

An applicant will be required to make appropriate adjustments in its admission policies and practices so
that the proportion of its own annual Medicaid patient’s admissions is at least 75% of the planning area
percentage or the Health Systems Agency percentage, whichever is applicable.
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Hamilton Manor Nursing Home’s Medicaid admissions for both 2012 and 2013 was 0.0% which did not
exceed Monroe County 75% rates in 2012 and 2013 of 13.3% and 12.8%, respectively. The new
operator will be required to follow the contingency plan as noted on the green sheet.

Conclusion
Approval of this application will result in retaining a needed resource for the residents it serves.

Recommendation
From a need perspective, contingent approval is recommended.

Program Analysis |

Facility Information

Existing Proposed
Facility Name Hamilton Manor Nursing Home Hamilton Manor Nursing Home,
LLC
Address 1172 Long Pond Road Same
Rochester, NY 14626
RHCF Capacity 40 Same
ADHC Program Capacity | N/A Same
Type of Operator Corporation Limited Liability Company
Class of Operator Sole Proprietorship Proprietary
Operator Eleanor E. Richardson d/b/a Hamilton Manor Nursing Home,
LLC
Member
Robert W. Hurlbut 100.00%

Character and Competence - Background
Facilities Reviewed
Nursing Homes

Avon Nursing Home, LLC 04/2007 to present
The Brightonian, Inc. 09/2005 to present
Conesus Lake Nursing Home, LLC 04/2007 to present
EIm Manor Nursing Home, Inc. 09/2005 to present
Hornell Gardens, LLC 04/2007 to present
The Hurlbut, LLC 09/2005 to present
Newark Manor Nursing Home, Inc. 09/2015 to present
Penfield Place, LLC 04/2007 to present
Seneca Nursing & Rehabilitation Center, LLC 09/2005 to present
The Shore Winds, LLC 09/2005 to present
Wedgewood Nursing Home, Inc. 09/2005 to present
Woodside Manor Nursing Home, Inc. 04/2007 to present

Individual Background Review
Robert Hurlbut lists his profession as nursing home owner. Mr. Hurlbut discloses the following nursing
home ownership interests:

Avon Nursing Home, LLC 04/2007 to present
The Brightonian, Inc. 02/1997 to present
Conesus Lake Nursing Home, LLC 04/2007 to present
Elm Manor Nursing Home, Inc. 01/1994 to present
Hornell Gardens, LLC 04/2007 to present
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The Hurlbut, LLC 01/2003 to present

Newark Manor Nursing Home, Inc. 07/1998 to present
Penfield Place, LLC 04/2007 to present
Seneca Nursing & Rehabilitation Center 03/2003 to present
The Shore Winds, LLC 03/2003 to present
Wedgewood Nursing Home, Inc. 01/1994 to present
Woodside Manor Nursing Home, Inc. 04/2007 to present

Character and Competence - Analysis

No negative information has been received concerning the character and competence of the above
applicants.

A review of The Brightonian, Inc. for the period identified above reveals the following:
» The facility was fined $2,000 pursuant to a Stipulation and Order NH-11-006 issued March 3,
2011 for surveillance findings on February 12, 2010. Deficiencies were found under 10 NYCRR
415.12 Quality of Care: Highest Practicable Potential.

A review of EIm Manor Nursing Home, Inc. for the period identified above reveals the following:
» The facility has been fined $10,000 pursuant to a pending Stipulation and Order for
surveillance findings on July 30, 2012. Deficiencies were found under 10 NYCRR 415.12()(1)
Quality of Care Unnecessary Drugs.

A review of Hornell Gardens, LLC for the period identified above reveals the following:
» The facility was fined $8,000 pursuant to a Stipulation and Order NH-15-015 issued
September 1, 2015 for surveillance findings on July 12, 2013. Deficiencies were found under
10 NYCRR 415.12(c)(1) Quality of Care: Pressure Sore Prevention and 415.12(h)(1).

A review of The Shore Winds LLC for the period identified above reveals the following:

* The facility was fined $4,000 pursuant to a Stipulation and Order NH-15-016 issued September 1,
2015 for surveillance findings on February 8, 2012. Deficiencies were found under 10 NYCRR
415.12(c)(1) Quality of Care: Pressure Sore Prevention and 10NYCRR 415.12(h)(1) Quality of
Care: Accidents.

A review of operations of for the nursing homes identified above for the periods specified results in a
conclusion of consistent high level of care since there were no repeat enforcements.

A review of Avon Nursing Home, LLC, Conesus Lake Nursing Home, Newark Manor Nursing Home,
Inc., Penfield Place, LLC, Seneca Nursing & Rehabilitation Center, Wedgewood Nursing Home and
Woodside Manor Nursing Home, Inc. for the periods identified above results in a conclusion of
substantially consistent high level of care since there were no enforcements.

Project Review

No changes in the program or physical environment are proposed in this application. The applicant will
enter into a consulting and administrative services agreement with Rohm Services Corporation for
financial services.

Conclusion

No negative information has been received concerning the character and competence of the proposed
applicants identified as new members.

Recommendation
From a programmatic perspective, approval is recommended.

|
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Financial Analysis |

Asset Purchase Agreement
The applicant has submitted an executed asset purchase agreement for the sale of the operation, as
summarized below:

Date: March 19,,2015

Seller: Morris E. Richardson, as Executor of the Estate of Eleanor E. Richardson
Purchaser: Robert W. Hurlbut

Assets Acquired: Seller’s rights under any third party payor programs, excluding amounts due but

not yet paid for services rendered by Seller for periods prior to the Closing

Date; all equipment, furniture, appliances, tools, supplies and other personnel
property owned by Seller; all leases, contracts and other agreements which
Buyer expressly elects to assume; all rights to the telephone and facsimile
numbers of the Facility; the name “Hamilton Manor Nursing Home”; any and all
policy and procedure manuals, intellectual property and/or software used by the
Facility; all resident funds held in trust and all security deposits held by Seller
and all retroactive rate increases and/or lump sum payments from any source
for services rendered by the Facility prior to the Closing Date.

Excluded Assets: Seller’s rights to any income tax, sales tax, usage tax, franchise tax, special
assessment, revenue assessments required by the New York State Department
of Health and any other refunds due to Seller prior to the Closing Date; any
non-transferable or non-assignable governmental or regulatory licenses;
Seller's cash on hand; Seller’'s bank accounts and records, deferred income
taxes, stocks, bonds on the date of Closing and Seller's accounts receivable
prior to the Closing Date.

Assumed Liabilities: | Resident funds held in trust

Purchase Price: $773,000

Payment of Cash at Closing

Purchase Price:

The applicant’s financing plan appears as follows:

Equity via the proposed member $193,250
Bank Loan (4.66% interest rate for a twenty-year term) 579,750

A bank letter of interest for the financing has been provided.

The applicant has submitted an affidavit, which is acceptable to the Department, in which the applicant
agrees, notwithstanding any agreement, arrangement or understanding between the applicant and the
transferor to the contrary, to be liable and responsible for any Medicaid overpayments made to the facility
and/or surcharges, assessments or fees due from the transferor pursuant to Article 28 of the Public
Health Law with respect to the period of time prior to the applicant acquiring its interest, without releasing
the transferor of its liability and responsibility. Currently, there are no outstanding liabilities or
assessments.
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Real Estate Agreement
The applicant has submitted an executed real estate purchase agreement for the real estate associated
with Hamilton Manor Nursing Home, which is summarized below:

Date: March 20, 2015

Premises: 1172 Long Pond Road in the Town of Greece, New York

Seller: Eleven Seventy Two Long Pond Road, Inc. and Morris E. Richardson
Buyer: Robert W. Hurlbut

Purchase Price $481,000

Payment of Cash at Closing

Purchase Price

The applicant’s financing plan appears as follows:

Equity via the proposed member $120,250
Bank Loan (4.66% interest rate for a twenty-year term) 360,750

A bank letter of interest for the financing has been provided.

Administrative Services Agreement
The applicant has submitted a draft services agreement, which is summarized below:

Provider: ROHM Services Corporation

Facility: Hamilton Manor Nursing Home, LLC

Services The provider shall provide the following services: general financial services including
Provided: preparation of resident statements, invoicing all payors, processing of all payments

received, review of invoices and preparation of bank deposits, preparation and
negotiation of purchasing bids subject to final approval of Hamilton Manor Nursing
Home and review of audit reports and debt collection services.

Term: The agreement shall continue until December 31, 2017. Unless either party gives
notice to the other party of its intent not to renew this agreement at least thirty days
prior to the end of the term, or any renewal thereof, this agreement will be
automatically renewed for additional one year term.

Compensation: | The compensation shall be $120,000 per year.

While ROHM Services Corporation will provide the above services, the licensed operator retains ultimate
authority, responsibility, and control for the operations. This agreement specifically does not delegate to
ROHM the following responsibilities: authority to hire or fire the administrator or other key management
employees, maintenance and control of the books and records of the facility, authority over disposition of
assets and incurring liabilities on behalf of the facility, and the adoption and enforcement of policies
regarding the operation of Hamilton Manor Nursing Home.

Lease Rental Agreement
The applicant has submitted a draft lease rental agreement, which is summarized below:

Premises: | The site located at 1172 Long Pond Road, Rochester, New York

Lessor: Hamilton Manor Nursing Home Realty, LLC

Lessee: Hamilton Manor Nursing Home, LLC

Term: 20 years

Rental: $75,000 annually

Provisions: | The lessee shall be responsible for insurance, utilities, maintenance and real estate taxes.

The lease arrangement will be a non-arm’s length lease arrangement. There is common ownership
between the landlord and tenant in that the proposed owner is the sole member of both the operating
entity and the real estate entity.

|
Project #151134-E Exhibit Page 9



Operating Budget
The applicant has submitted an operating budget, in 2015 dollars, during the first year after the change in
ownership, summarized below:

Per Diem Total

Revenues:
Medicaid Managed Care $180.08 $1,469,772
Medicare Fee For Service 505.13 720,310
Private Pay 357.06 1,411,462
Other 386.84 276,204
Total Revenues $3,877,748

Expenses:
Operating $246.36 $3,511,806
Capital 5.32 75,769
Total Expenses $251.68 $3,587,575
Net Income $290,173
Utilization (Patient Days) 14,255
Occupancy 97.64%
Breakeven Occupancy 90.30%

Utilization broken down by payor source during the first year after the change in ownership is summarized
below:

Medicaid Managed Care 57.0%
Medicare Fee For Service 10.0%
Private Pay 28.0%
Other 5.0%

The following is noted with respect to the submitted budget:

e Medicaid and Medicare revenue assumptions are based on the facility’s current payment rates for
the respective payors. The Medicaid Fee-For-Service rate serves as the benchmark rate for the
Medicaid Managed Care payments. For Medicare, the applicant has incorporated a conservative
increase in Medicare Part A and Part B based on his ownership experience with the other NYS
facilities he operates.

e Private pay rates are anticipated to increase by 10% to remain at market levels.

e Expense and utilization assumptions are based on the facility’s 2014 historical experience.

o Breakeven utilization is projected at 90.30% or 13,183 patient days.

The budget appears reasonable.

Capability and Feasibility

The purchase price for the acquisition of the operating interest of Hamilton Manor Nursing Home is
$773,000 and will be paid as follows: Equity of $193,250 from the proposed member and a bank loan of
$579,750 at an interest rate of 4.66% for a twenty-year term. The purchase price for the acquisition of the
real estate interest is $481,000 and will be paid as follows: Equity of $120,250 from the proposed member
and a bank loan of $360,750 at an interest rate of 4.66% for a twenty-year term. The applicant has
submitted bank letters of interests in regard to the financing.

Working capital requirements are estimated at $597,930, which is equivalent to two months of first year
expenses. The applicant will finance $298,965 at an interest rate of 3.25% for a five-year term. The
remaining $298,965 will be met via equity from the proposed member. BFA Attachment A is the personal
net worth statement for the proposed member of Hamilton Manor Nursing Home, LLC, which indicates the
availability of sufficient funds to meet the working capital requirement and the purchase price equity
portion. BFA Attachment B is the pro forma balance sheet as of the first day of operation, which indicates
a positive net asset position of $348,215. Assets include $629,000 in goodwill, which is not a liquid

|
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resource, nor is it recognized for Medicaid reimbursement. If goodwill is eliminated from the equation, the
total net assets would be a negative $280,785.

The submitted budget indicates a net income of $290,173 during the first year after the change in
operator. The submitted budget appears reasonable.

BFA Attachment C is the financial summary of Hamilton Manor Nursing Home for the period 2012 through
2014. As shown, the entity had an average positive working capital position and an average positive net
asset position from 2012 through 2014. Also, the entity achieved an average operating net income of
$40,847 from 2012 through 2014. The entity incurred a loss in 2012 due to food costs that were double
comparable market costs. The entity improved operations through 2014 due to improved occupancy.

The following is a comparison of the facility’s 2014 historical performance to projected revenue and
expenses for year one following the change in ownership:

Annual 2014 Year 1
Revenues $3,426,118 $3,877,748
Expenses 3,399,198 3,587,575
Net Income $26,920 $290,173
Incremental Net Income: $263,253

To further improve operations, the applicant is proposing to implement the following corrective actions

when they begin operating the facility:

o Currently facility has little or no Medicare Part A and Part B. The buyer plans to add on staff for PT
and OT services and improve the therapy programs.

e Dietary service and food costs are currently double the other comparable facilities benchmarked. The
facility also has an employee benefit whereby all employees eat free of charge. The dietary service
and food costs will be brought in line to benchmarked facilities, and the employee plan will be modified
to require a small charge for one meal per shift.

¢ All nursing personnel will be employee staff. No contract nurses will be used.

e Nursing supplies are greatly in excess of the other comparable facilities and will be brought in line as
well.

A transition of nursing home (NH) residents to Medicaid managed care is currently being implemented
statewide. Under the managed care construct, Managed Care Organizations (MCOs) will negotiate
payment rates directly with NH providers. A department policy, as described in the “Transition of Nursing
Home Benefit and Population into Managed Care Policy Paper,” provided guidance requiring MCOs to
pay the benchmark Medicaid FFS rate, or a negotiated rate acceptable to both plans and NH, for three
years after a county has been deemed mandatory for NH population enrollment. As a result, the
benchmark FFS rate remains a viable basis for assessing NH revenues through the transition period.

BFA Attachment D is the 2012 through 2014 financial summary of the NYS facilities the proposed
member has ownership interest in. The facilities and summary of operations for the period are as follows:

e Woodside Manor Nursing Home (44 beds): The entity had an average positive working capital
position, an average positive net asset position, and achieved an average net income of $384,785.

¢ Wedgewood Nursing Home (29 beds): The entity had an average positive working capital position,
an average positive net asset position, and achieved an average net income of $19,632. The
applicant indicated that the loss in 2012 was due to bad debt write-offs in 2012.

e The Shore Winds (229 beds): The entity had an average positive working capital position, an
average positive net asset position, and achieved an average net income of $804,990.

e Seneca Nursing & Rehabilitation Center (20 beds): The entity had an average positive working
capital position, an average positive net asset position, and achieved an average net income of
$746,604.

o Penfield Place (48 beds): The entity had an average positive working capital position, an average
positive net asset position, and achieved an average net income of $358,440.
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e Newark Manor Nursing Home (60 beds): The entity had an average negative working capital
position, an average negative net asset position, and had an average net loss of $24,290 for the
period. The applicant indicated that the reason for the average negative working capital position is
due to past historical losses. The entity had a loss in 2012 due to low occupancy. They worked hard
in 2013 and 2014 to strengthen their relationship with Newark Wayne Hospital to better manage their
costs.

e The Hurlbut (160 beds): The entity had an average positive working capital position, an average
positive net asset position, and achieved an average net income of $638,044.

e Hornell Gardens (114 beds): The entity had an average positive working capital position, an average
positive net asset position, and achieved an average net income of $595,542.

e EIm Manor Nursing Home (46 beds): The entity had an average positive working capital position, an
average positive net asset position, and had an average net loss of $202,196 for the period. The
entity had a loss in 2012 due to the following: an occupancy decrease from 2011, and a one-time
bad debt expense write-off. The entity implemented the following steps to improve operations:
improved occupancy in 2013 and 2014.

e Conesus Lake Nursing Home (48 beds): The entity had an average positive working capital position,
an average positive net asset position, and achieved an average net income of $711,230.

e The Brightonian (54 beds): The entity had an average positive working capital position, an average
positive net asset position, and achieved an average net income of $761,346.

e Avon Nursing Home (40 beds): The entity had an average positive working capital position, an
average negative net asset position, and achieved an average net income of $257,723. The reason
for the average negative net asset position was due to prior year historical losses. The applicant
improved operations in 2013.

Subject to the noted contingencies, the applicant has demonstrated the capability to proceed in a
financially feasible manner.

Recommendation
From a financial perspective, contingent approval is recommended.

Attachments |

BNHLC Attachment A Quality Measures and Inspection Report

BFA Attachment A Personal Net Worth Statement

BFA Attachment B Pro Forma Balance Sheet

BFA Attachment C 2012 - 2014 Financial Summary - Hamilton Manor Nursing Home
BFA Attachment D 2012 - 2014 Financial Summary - Other Owned Nursing Facilities
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NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY.

of Health

Project # 151196-E
Daleview Care Center

Program:

Purpose: Establishment

Residential Health Care Facility

County: Nassau
Acknowledged: May 5, 2015

Executive Summary

Description

MMR Care Corp. d/b/a Daleview Care Center, a
142-bed Article 28 residential health care facility
(RHCF) located at 574 Fulton Street,
Farmingdale (Nassau County), requests
approval for a change in ownership of 9% of the
facility. The majority owner, Mr. Robert
Ostreicher, proposes to sell 9% of his shares in
three equal amounts of 3% to the three other
members of Daleview Care Center, all of whom
currently have 8% ownership interest. This
transfer will bring the acquiring owners to a total
of 11% of shares each, requiring approval by the
Public Health and Health Planning Council
(PHHPC). There will be no change in services
provided, nor any change in management. BFA
Attachment A presents the organizational chart
of the RHCF, which will remain unchanged after
the sale of the additional shares to the three
acquiring shareholders.

Ownership of the operations before and after the
requested change is as follows:

MMR Care Corp. d/b/a Daleview Care Center
Current Proposed

Robert Ostreicher 76% 67%
David Ostreicher 8% 11%
Jennifer Ostreicher Mittel 8% 11%
Michael Ostreicher 8% 11%

Total Shares 100% 100%

Each of the acquiring shareholders have

ownership interest in the following three RHCFs:

e Daleview Care Center (approval of this CON
will increase shares for three existing

shareholders);

e Central Island Healthcare, a 202-bed RHCF
located in Plainview, NY; and

e Riverhead Care Center, a 181-bed RHCF
located in Riverhead, NY.

OPCHSM Recommendation
Contingent Approval

Need Summary
There will be no Need review of this project.

Program Summary

No negative information has been received
concerning the character and competence of the
proposed applicants. All health care facilities
are in substantial compliance with all rules and
regulations. The individual background review
indicates the applicants have met the standard
to provide a substantially consistent high level of
care as set forth in Public Health Law §2801-
a(3).

Financial Summary

The purchase price for each transferred interest
is $88,636. Each purchaser will acquire these
shares with equity and a Promissory Note of
$68,636 that will accrue interest at the current
mid-term Applicable Federal Rate (AFR) in
effect on the date of the note. The Maturity Date
will be eight years from the executed date of the
note at closing.

Budget: Revenues: $17,370,200
Expenses: $16,304,026
Gain: $ 1,066,174
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Recommendations

Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management

Approval contingent upon:

1. Submission of an executed promissory note for each member acquiring shares, acceptable to the
Department of Health. [BFA]

2. Submission of a resolution of members authorizing the project that is acceptable to the Department.
[CSL]

3. Submission of site control that is acceptable to the Department. [CSL]

4. Submission of stockholder affidavits from each stockholder that is acceptable to the Department.
[CSL]

5. Submission of a sample stock certificate that is acceptable to the Department. [CSL]

6. Submission of an executed amended Certificate of Incorporation that is acceptable to the
Department. [CSL]

7. Submission of Bylaws that are acceptable to the Department. [CSL]

8. Submission of an executed Medicaid Affidavit that is acceptable to the Department. [CSL]

Approval conditional upon:

1. The project must be completed within three years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

Council Action Date
October 8, 2015

|
Project #151196-E Exhibit Page 2



Program Analysis |

Program Description

This application is proposing to redistribute 9% of MMR Care Corp from an existing member to the three
other existing members. The 9% will be distributed equally between the other members. No negative
information has been received concerning the character and competence of the proposed applicants. No
changes in the program or physical environment are proposed in this application. No administrative
services or consulting agreements are proposed in this application.

Facility Information

Existing Proposed

Facility Name Daleview Care Center Same

Address 574 Fulton Street

Farmingdale, NY. 11735 Same

RHCF Capacity 142 Same

ADHC Program Capacity | N/A Same

Type of Operator Corporation Same

Class of Operator Proprietary Same

Operator MMR Care Corp MMR Care Corp
Robert Ostreicher 76% | Robert Ostreicher 67%
David Ostreicher 8% | David Ostreicher 11%
Jennifer Ostreicher Mittel 8% | Jennifer Mittel 11%
Michael Ostreicher 8% | Michael Ostreicher 11%

Character and Competence - Background
Facilities Reviewed
Nursing Homes

Central Island Healthcare 09/2009 to present
Riverhead Care Center 03/2013 to present
Daleview Care Center 07/2013 to present

Individual Background Review

David Ostreicher is a New York State licensed attorney, considered to be in good standing. He lists his
employment as the owner of Brooklyn Real Estate Group, LLC, a real estate company located in
Uniondale, New York. Prior to starting his own business in June, 2013, Mr. Ostreicher was employed as
an attorney at Westerman Ball, LLP. David Ostreicher discloses the following ownership interests in
health facilities:

Central Island Healthcare 09/2009 to present
Riverhead Care Center 03/2013 to present
Daleview Care Center 07/2013 to present

Jennifer (Ostreicher) Mittel holds an expired New York State public school teacher certification, but was
considered to be in good standing. She is currently unemployed and is the primary caregiver at her
home. In 2010, she was briefly employed at Bright Smile Center, a contract agency for special education
teachers located in Brooklyn, New York. Jennifer Mittel discloses the following ownership interests in
health facilities:

Central Island Healthcare 09/2009 to present
Riverhead Care Center 03/2013 to present
Daleview Care Center 07/2013 to present
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Michael Ostreicher is a New York State licensed nursing home administrator and is considered to be in
good standing. He lists his employment for the last ten years as the owner of Central Island Healthcare,
a skilled nursing facility located in Plainview, New York. Michael Ostreicher discloses the following
ownership interests in health facilities:

Central Island Healthcare 09/2009 to present
Riverhead Care Center 03/2013 to present
Daleview Care Center 07/2013 to present

Character and Competence - Analysis
No negative information has been received concerning the character and competence of the applicants.

The review of Riverhead Care Center reveals the following:

e The facility was fined $4000 pursuant to a Stipulation and Order dated September 1, 2015 issued for
surveillance findings on July 26, 2013. Deficiencies were found under 10 NYCRR 415.12(m)(2)
Quality of Care: Medication Errors and 415.26 Administration: Effective Administration.

A review of operations for Riverhead Care Center for the period identified above results in a conclusion of
substantially consistent high level of care since there were no repeat enforcements.

A review of operations for Central Island Healthcare, and Daleview Care Center for the periods identified
above, results in a conclusion of substantially consistent high level of care since there were no
enforcements.

Recommendation
From a programmatic perspective, approval is recommended.

Financial Analysis |

Share Acquisition Agreement

The purchase price of each Transferred Interest (TI) is $88,636 to be paid by the purchaser to the seller
as follows: $5,000 down payment on execution of SAA, $15,000 at closing, and a $68,636 Promissory
Note at closing. The total purchase price for all shares is $265,908.

The applicant has submitted an executed SAA for the transfer of 9% ownership interest from Robert
Ostreicher to the three other members of Daleview Care Center, to be effectuated upon PHHPC
approval, summarized as follows:

Date: January 8, 2014

Purpose: The sale of 9% ownership of the RHCF (18 shares of the corporation)
Seller: Robert Ostreicher, 67-42 180th Street, Flushing NY 11365
Purchasers: David Ostreicher (3%)

Michael Ostreicher (3%)

Jennifer Ostreicher Mittel (3%),

Purchase Price: | $88,636 per each Tl of 3%

Payment of ¢ $5,000 deposit

Purchase Price: | ¢ $15,000 due at closing

¢ Promissory Note of $68,636 issued at closing, 8-year maturity date, interest
determined at closing at current mid-term AFR rate in effect on that day.
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Operating Budget
The applicant has provided an operating budget, in 2015 dollars, for the first year summarized as follows:

Per Diem Year One

Revenues:
Medicare $658.38 $7,763,600
Medicaid $268.94 $8,172,400
Private Pay/Other $400.09 $1,434,200
Total Revenues $17,370,200

Expenses:
Operating $348.31  $15,797,500
Capital $ 11.17 $506,526
Total Expenses $16,304,026
Net Income $1,066,174
Utilization (patient days) 45,355
Occupancy 87.51%

The following is noted with respect to the submitted budget:

e The Medicaid rate is projected based on the facility’s current 2015 Medicaid Fee-for-Service rate.

e The Medicare rate is projected based on the full federal rates for the Medicare Prospective Payment
System in effect for 2013 and are increased by 2.5% per annum for inflation to reflect 2015 dollars.

e Private Pay and Other rates are projected based on similar facilities in the same geographical area
increased by 2.5% per annum for inflation to reflect 2015 dollars.

e Expense and utilization assumptions are based on the current experience of the facility.

e Utilization by payor source for the first year is anticipated as follows:

Medicare 26.0%
Medicaid 67.0%
Private Pay/Other 7.0%

The projected budget appears reasonable.

Capability and Feasibility
There are no project costs associated with this application.

The total purchase price for all shares is $265,908. The Tl total for each purchasing member is $88,636.
The Tl purchase price will be funded with $20,000 in equity and a Promissory Note of $68,636 issued at
closing, with an 8-year maturity date and interest determined at closing at the current mid-term AFR rate
in effect on that day. BFA Attachment B is the summary net worth statement for the members, which
shows sulfficient resources to cover the equity funding of the purchase price.

BFA Attachment C is the pro forma balance sheet of the RHCF after the change in ownership interest for
the existing members, which indicates a positive members’ equity of $1,463,000.

The submitted budget indicated an excess of revenues over expenses of $1,066,174 during the first year
of the change in ownership. The budget appears reasonable.

A transition of nursing home (NH) residents to Medicaid managed care is currently being implemented
statewide. Under the managed care construct, Managed Care Organizations (MCOs) will negotiate
payment rates directly with NH providers. A department policy, as described in the “Transition of Nursing
Home Benefit and Population into Managed Care Policy Paper,” provided guidance requiring MCOs to
pay the benchmark Medicaid FFS rate, or a negotiated rate acceptable to both plans and NH, for three
years after a county has been deemed mandatory for NH population enrollment. As a result, the
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benchmark FFS rate remains a viable basis for assessing Medicaid NH revenues through the transition
period.

BFA Attachment D is a 2012 through 2014 financial summary of the combined operations of the

members’ affiliated RHCFs which shows the following:

e Central Island Healthcare had average positive working capital of $3,249,300, average net assets of
$8,805,365, and generated an average net income of $1,848,539 during the period.

e Riverhead Care Center, LLC had average positive working capital of $4,135,780, average net assets
of $5,559,871, and generated an average net income of $21,101 during the period. The 2014
financials are internal only, as the requested 2014 audited financials have not been received to date.

o Daleview Care Center had average working capital of $2,619,233, average net assets of $6,502,616,
and generated an average net income during the period 2012 through 2014 of $85,974. The applicant
indicated that the operating net loss of $790,193 in 2013 was due to a management fee.

Based on the preceding, it appears the applicant has demonstrated the capability to proceed in a
financially feasible manner and contingent approval is recommended.

Recommendation
From a financial perspective, contingent approval is recommended.

Attachments |

BNHLC Attachment A Quality Measures and Inspection Report

BFA Attachment A Organizational Chart

BFA Attachment B Net Worth Statement of the Members Purchasing Shares

BFA Attachment C Pro Forma for Daleview Care Center

BFA Attachment D Financial Summary - Affiliated Residential Health Care Facilities
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NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY. Of Health

Project # 151099-E
HCR

Program: Certified Home Health Agency County: Monroe
Purpose: Establishment Acknowledged: March 11, 2015

Executive Summary

Description

L. Woerner, Inc. d/b/a HCR is an existing Article e Determine the amount of the trust's income
36 certified home health agency (CHHA) whose or loss;

main office is located in Rochester (Monroe e Appoint and delegate investment duties to
County). In 2006, HCR established an an investment manager;

Employee Stock Ownership Plan (ESOP) and e Determine the trust’s investment policy in
Trust applicable to all facilities operated at the light of the plan’s funding policy and method;
time, as well as all subsequent facility/program and

acquisitions. Per this application, HCR requests e Employ advisors, agents and counsel to
Public Health and Health Planning Council fulfill these duties.

approval to add Mr. Duane Tolander as an

Independent Trustee. BFA Attachment A is the OPCHSM Recommendation
organizational chart of HCR before and after the Contingent Approval

addition of the new trustee.

Program Summary

A review of the personal qualifying information
indicates there is nothing in the background of
the stockholders, trustees, board members, and

Trustees of the ESOP have the authority to:
e Establish fair market value of the trust fund,
to include use of qualified independent

appr_aisers; . officers to adversely affect their positions with L.

e Subject to any required regulatory Woerner, Inc. d/b/a HCR / HCR Home Care.
approvals, purchase and sell stock or other The applicant has the appropriate character and
plan assets and otherwise manage and competence under Article 36 of the Public
invest trust assets. Health Law.

e Hold the trust assets and render accounts or
their administration of the trust;

e Vote the trust's shares of the company if and
as provided in the plan and consistent with
ERISA;

Financial Summary
There are no total project costs or operating
budgets associated with this application.
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Recommendations

Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management

Approval contingent upon:

1. Submission of a photocopy of the executed Written Consent of Directors and Shareholders to the
Amendment to the Certificate of Incorporation. [CSL]

2. Submission of a photocopy of the executed Amendment to the Certificate of Incorporation. [CSL]

Approval conditional upon:

1. The project must be completed within three years from the date of the Public Health and Health
Planning Council recommendation letter. Failure to complete the project within the prescribed time
shall constitute an abandonment of the application by the applicant and an expiration of the approval.
[PMU]

2. Proper notice must be given to all employees participating in the employee stock ownership plan
(ESOP) of the potential for an audit risk due to the lack of a legal separation between the CHHA and
the LHCSA as it relates to payment structures. [CHA]

3. No employee or any other individual or entity may own/control 10% or more of the corporation’s stock
without first obtaining Department of Health and/or Public Health and Health Planning Council
approval, as required. [CHA]

Council Action Date
October 8, 2015

|
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Program Analysis |

Review Summary
L. Woerner, Inc. d/b/a HCR / HCR Home Care currently operates seven Article 36 CHHAs and five Article
36 LTHHCPs in New York State as follows:

1. HCR/HCR Home Care in Canastota — CHHA serving Madison, Cayuga, Jefferson, Onondaga,
and Oswego Counties, and LTHHCP serving Madison County only.
HCR / HCR Home Care in Cobleskill - CHHA serving Schoharie and Otsego Counties.
HCR / HCR Home Care in Delhi — CHHA and LTHHCP serving Delaware County only.
HCR / HCR Home Care in Homer — CHHA serving Cortland County only.
HCR / HCR Home Care in Hudson Falls — CHHA and LTHHCP serving Washington County only.
HCR / HCR Home Care in Plattsburgh — CHHA serving Clinton, Essex, Franklin, Hamilton, St.
Lawrence, and Warren Counties, and LTHHCP serving Clinton County only.
HCR / HCR Home Care in Rochester (with an additional branch office practice location in
Batavia) — CHHA serving Monroe, Genesee, Orleans, Livingston, Ontario, and Wayne Counties,
and LTHHCP serving Genesee County only.

oukhwnN

~

L. Woerner, Inc. d/b/a HCR / HCR Home Care also currently operates two Article 36 LHCSAs in New
York State as follows:
1. HCR/HCR Home Care in Rochester — serving Livingston, Monroe, Ontario, Orleans, and Wayne
Counties.
2. HCR/HCR Home Care in Batavia — serving Genesee, Monroe, Orleans, and Wyoming Counties.

This CHHA/LTHHCP CON application applies only to the seven L. Woerner, Inc. d/b/a HCR / HCR Home
Care CHHAs and the five L. Woerner, Inc. d/b/a HCR / HCR Home Care LTHHCPs, which are each
identified above. A separate LHCSA application (# 2606-L) has been submitted for the two L. Woerner,
Inc. d/b/a HCR / HCR Home Care LHCSAs, identified above. Both the CHHA/LTHHCP CON application
# 151099-E, and the LHCSA application # 2606-L, are being presented at this PHHPC meeting.

The current proposal seeks approval for L. Woerner, Inc. d/b/a HCR / HCR Home Care to add Duane
Tolander as a new trustee for their Employee Stock Ownership Plan Trust, and to update the current
status of the corporation’s stockholders, officers, board members, and trustees. Mr. Tolander would be
an independent trustee, in that he will not also be a stockholder, director, officer, or employee of L.
Woerner, Inc., thereby removing any possible conflicts of interest with respect to his management and
investment decisions for the funds held in the Employee Stock Ownership Plan Trust. Mr. Tolander is
also currently a trustee of the Bestcare, Inc. (LHCSA) Employee Stock Ownership Plan Trust, as
approved by PHHPC in 2011. The current proposal also updates the current assumed name (d/b/a) of
the corporation, by adding a new additional assumed name (d/b/a) HCR Home Care, to the existing
assumed name (d/b/a) HCR.

In 2006, L. Woerner, Inc. d/b/a HCR / HCR Home Care (CON project # 061088-E) received both State
Hospital Review and Planning Council and Public Health Council approval to convert 90% of the shares
of corporate stock (which up to that time where owned 90.5% by Louise Woerner and 9.5% by Mark
Maxim), to an Employee Stock Ownership Plan (ESOP) and establish a trust to control and manage the
assets, including the stock, held by the ESOP. At that point in time, Ms. Woerner retained 7% of the
shares, and Mr. Maxim retained 3% of the shares, and Ms. Woerner and Mr. Maxim were named the sole
trustees of the ESOP trust.

At the current time, L. Woerner, Inc. d/b/a HCR / HCR Home Care is reporting instead (as disclosed in
detail below) that the ESOP now owns 71.00%, Lawrence Peckham owns 10.07%, Don H. Kollmorgen
owns 9.49%, Louise Woerner owns 9.34%, and Clayton Osborne owns 0.10% of the corporation’s issued
stock, with Ms. Woerner the sole trustee of the ESOP trust, and Duane Tolander being added as a new
additional trustee of the ESOP trust. Mr. Maxim has left the organization and no longer has any role as
stockholder, trustee, director, officer, or employee. As previously stated, Mr. Tolander would be an
independent trustee, in that he will not also be a stockholder, director, officer, or employee of L. Woerner,
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Inc., thereby removing any possible conflicts of interest with respect to his management and investment
decisions for the funds held in the Employee Stock Ownership Plan Trust.

Each employee participating in the L. Woerner, Inc. d/b/a HCR / HCR Home Care Employee Stock
Ownership Plan (ESOP) does not actually take ownership of the stock itself, but instead has a separate
stock account in the trust to hold his/her allocation of stock. Employees participating in the ESOP may
not sell, transfer, assign, pledge, or encumber the shares of stock allocated to their stock account.
Dividends will be allocated among, and credited to, each participant’s stock accounts on the basis of the
number of shares held by the participant’s account. The duties and powers of the ESOP Trustee (or
Trustees) are outlined in the HCR / HCR Home Care Employee Stock Ownership Trust Agreement under
the HCR / HCR Home Care Employee Stock Ownership Plan. The Trustee (or Trustees) has/have the
power to: manage and control the assets, including the stock, held in the trust; sell, exchange, transfer, or
grant options for any property held in the trust; and vote all allocated and unallocated shares of stock.
Employees participating in the ESOP instruct the Trustee(s) in the manner to vote the shares of stock
allocated to their stock account only in the event of corporate merger, consolidation, recapitalization,
reclassification, liquidation, dissolution, or sale of substantially all assets of the company or similar
transaction, which must be approved by the shareholders of L. Woerner, Inc. d/b/a HCR / HCR Home
Care, pursuant to applicable New York State law. The HCR / HCR Home Care Employee Stock
Ownership Trust Agreement permits a Trustee to be removed by the Board of Directors, or to resign
his/her position as Trustee, at any time. Any Successor Trustee(s) must receive prior approval of the
New York State Department of Health and/or Public Health and Health Planning Council. Upon
appointment, any and all Successor Trustees will be granted the same power, rights, and duties as the
previous Trustee. Additional Trustees may be appointed in the future (upon prior approval of the New
York State Department of Health and/or Public Health and Health Planning Council), and will have the
same rights, powers, and duties of the Trustee as granted by the HCR / HCR Home Care Employee
Stock Ownership Trust Agreement. The applicant had confirmed, and has restated such confirmation for
this current project proposal, that no stockholder shall control 10% or more of the stock, of L. Woerner,
Inc., without first obtaining New York State Department of Health and/or Public Health and Health
Planning Council approval, as appropriate.

CON project # 061088-E also noted that L. Woerner, Inc. d/b/a HCR / HCR Home Care operates both a
CHHA and LHCSA out of a single corporation. The Department has discouraged this type of
arrangement because of the different regulatory requirements and payment structures applicable to
CHHAs and LHCSAs. L. Woerner, Inc. d/b/a HCR / HCR Home Care wished to retain its current
corporate arrangement, thus placing the agency at potential risk for future audit liabilities due to there
being two different payment structures for the same service within a single corporation. Therefore, the
Department required the agency to provide written notification, approved by the Department, to all
participants in the ESOP of the possible loss in dividends resulting from the audit risk posed by the
corporate structure. The applicant had confirmed, and has restated such confirmation for this current
project proposal, that the agency continues to provide such written notification, as previously approved by
the Department, to all participants in the ESOP of the possible loss in dividends resulting from the audit
risk posed by the corporate structure.

L. Woerner, Inc. d/b/a HCR / HCR Home Care is currently authorized 4,000,000 shares of stock, with
2,464,344 shares of stock currently issued, and the remaining 1,535,656 shares of stock currently held in
Treasury as unissued shares. Of the 2,464,344 shares of stock currently issued, the stockholders and
stock distribution are as follows:

Employee Stock Ownership Plan Trust 1,749,604 shares  71.00%

Louise Woerner 230,180 shares 9.34%
Don H. Kollmorgen 233,824 shares 9.49%
Lawrence Peckham 248,236 shares 10.07%
Clayton Osborne 2500 shares 0.10%

All of the above listed stockholders are disclosed in detail below.

|
Project #151099-E Exhibit Page 4



The Trustees of the Employee Stock Ownership Plan Trust (71.00 % stockholder) will be as follows:

Louise Woerner

Chief Executive Officer, L. Woerner, Inc. d/b/a
HCR / HCR Home Care (CHHA, LTHHCP, and
LHCSA)

Affiliations: HealthNow New York, Inc., Buffalo
(Managed Care Plan) — 4/1/02 to 4/10/08

Duane E. Tolander, CPA (lowa)

Partner / Managing Director, HDH Advisors, LLC,
West Des Moines, lowa (Financial Advisory
Services / Professional Consulting / Corporate
and Business Valuations / Litigation Support);
Trustee, Bestcare, Inc. (LHCSA) Employee Stock

Ownership Plan Trust

The members of Board of Directors of L. Woerner, Inc. d/b/a HCR / HCR Home Care, are as follows:

Louise Woerner, Chairperson, Secretary,
Treasurer (9.34% stockholder)
Disclosed above

Don H. Kollmorgen (9.49% stockholder)
Retired

Lawrence L. Peckham (10.07% stockholder)
Retired

Joseph J. Castiglia, CPA
Retired

Clayton H. Osborne, MSW, LCSW (0.10%
stockholder)

Retired Vice President of Human Resources and
Talent Management, Bausch and Lomb (Vision
Products Manufacturer)

An additional officer of L. Woerner, Inc. d/b/a HCR / HCR Home Care, who is neither a stockholder,
trustee, nor board member, is as follows:

Mary Elizabeth Zicari, RN

President / Administrator, L. Woerner, Inc. d/b/a HCR / HCR Home Care (CHHA, LTHHCP, and LHCSA)
Affiliation: DePaul Adult Care Communities, Inc., Rochester (licensed ACFs/ALPs, in New York State,
North Carolina, and South Carolina) — April 2009 to present

The Office of the Professions of the New York State Education Department indicates no issues with the
RN license of Mary Elizabeth Zicari, the CPA license of Joseph Castiglia, or the LCSW license of Clayton
Osborne. The Professional Licensing Bureau of the State of lowa indicates no issues with the CPA
license of Duane Tolander. In addition, a search of all of the above named stockholders, trustees, board
members, officers, employers, and health care affiliations revealed no matches on either the New York
State Medicaid Disqualified Provider List or the federal Office of the Inspector General’s Provider
Exclusion List.

The NYSDOH Division of Home and Community Based Services reviewed the compliance history of the
CHHAs and LHCSAs operated by L. Woerner, Inc. d/b/a HCR / HCR Home Care for the time period 2008
to present, and the LTHHCPs operated by L. Woerner, Inc. d/b/a HCR / HCR Home Care for the time
period May 2010 (establishment of the first HCR / HCR Home Care LTHHCP) to present. The Division of
Home and Community Based Services also reviewed the compliance history of the LHCSAs operated by
Bestcare, Inc., for the time period 2011 (when Mr. Tolander began serving as a Trustee of Bestcare’s
Employee Stock Ownership Plan Trust) to present. It has been determined that the L. Woerner, Inc. d/b/a
HCR / HCR Home Care CHHAs, LTHHCPs, and LHCSAs, plus the affiliated Bestcare, Inc. LHCSAs,
have all exercised sufficient supervisory responsibility to protect the health, safety and welfare of patients
and to prevent any recurrent code violations. These CHHAs, LTHHCPs, and LHCSAs have all been in
substantial compliance with all applicable codes, rules, and regulations, with no enforcement or
administrative action imposed.
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The NYSDOH Division of Adult Care Facilities and Assisted Living Surveillance reviewed the compliance
history of the five ACFs and ALPs located in New York State operated by DePaul Adult Care
Communities, Inc., for the time period April 2009 to present.

An enforcement action was taken in November, 2012, against Glenwell Adult Home / Assisted Living
Program in Cheektowaga, New York, based on a September 2011 inspection citing violations in the area
of Endangerment. A $25,000 civil penalty was imposed.

An enforcement action was taken in February, 2015, against Kenwell Adult Home / Assisted Living
Program in Kenmore, New York, based on September 2012, January 2013, and August 2013 inspections
citing violations in the area of Resident Services. A $10,000 civil penalty was imposed.

An enforcement action was taken in October, 2011, against Woodcrest Commons Adult Home / Assisted
Living Program in Henrietta, New York, based on a July 2011 inspection citing violations in the area of
Endangerment in Supervision. A $1000 civil penalty was imposed.

A second enforcement action was taken in November, 2012, against Woodcrest Commons Adult Home /
Assisted Living Program in Henrietta, New York, based on a November 2011 inspection citing violations
in the area of Endangerment. A $4000 civil penalty was imposed.

A third enforcement action was taken in August, 2013, against Woodcrest Commons Adult Home /
Assisted Living Program in Henrietta, New York, based on August 2011, and December 2011 inspections
citing violations in the areas of Resident Services and Food Services. An $1800 civil penalty was
imposed.

The two remaining New York State ACFs and ALPs operated by DePaul Adult Care Communities, Inc.
(Horizons Adult Home / Assisted Living Program, and Westwood Adult Home) do not have any
enforcement history to report. It has been determined that the five New York State ACFs and ALPs
operated by DePaul Adult Care Communities, Inc. are now in substantial compliance with all applicable
codes, rules, and regulations, with no additional enforcement or administrative actions imposed.

The NYSDOH Office of Health Insurance Program’s Bureau of Managed Care Certification and
Surveillance reviewed the compliance history of the affiliated HealthNow New York, Inc., for the time
period April 1, 2002 to April 10, 2008. It has been determined that this affiliated managed care plan was
in substantial compliance with all applicable codes, rules, and regulations, with no enforcement or
administrative action imposed, during that time period.

The New York State Office of Mental Health’s Bureau of Inspection and Certification reviewed the
compliance history of each of the affiliated mental health providers and residences located in New York
State operated within the corporate structure of DePaul Community Services, Inc., an affiliate of DePaul
Adult Care Communities, Inc., for the time period April 2009 to present. It has been determined that the
mental health providers and residences in New York State affiliated with DePaul Community Services,
Inc. were all in substantial compliance with all applicable codes, rules, and regulations, with no
enforcement sanctions or administrative action imposed, during that time period.

Out of state compliance requests were sent to North Carolina for each of the twelve licensed ACFs/ALPs
located in North Carolina that are operated by the affiliated DePaul Adult Care Communities, Inc., for the
time period April 2009 to present. An out of state compliance request was also sent to South Carolina for
the one licensed ACF/ALP located in South Carolina that is operated by the affiliated DePaul Adult Care
Communities, Inc., for the time period April 2009 to present.

South Carolina has reported that the one licensed ACF/ALP located in South Carolina that is operated by
the affiliated DePaul Adult Care Communities, Inc. has had no enforcement actions imposed within the
previous twelve months (the only reporting period South Carolina provides) and is considered to be in
good standing with the South Carolina Department of Health and Environmental Control.

North Carolina has reported that only one of the twelve licensed ACFs/ALPs in North Carolina that are
operated by the affiliated DePaul Adult Care Communities, Inc. has had an enforcement action since April
2009.

- |
Project #151099-E Exhibit Page 6



An enforcement action was taken in February, 2010, against Greenbrier Adult Home / Assisted Living
Program located in Fairmont, North Carolina, based on a January 2009 survey citing violations in the area
of Medication Administration. A $2,000 civil penalty was imposed.

The North Carolina Department of Health and Human Services reports that the remaining eleven licensed
ACFs/ALPs located in North Carolina that are operated by the affiliated DePaul Adult Care Communities,
Inc. have had no enforcement actions imposed since April 2009.

A review of the personal qualifying information indicates there is nothing in the background of the
stockholders, trustees, board members, and officers to adversely affect their positions with L. Woerner,
Inc. d/b/a HCR / HCR Home Care. The applicant has the appropriate character and competence under
Article 36 of the Public Health Law.

Recommendation
From a programmatic perspective, approval is recommended.

Financial Analysis |

Agreement to Provide Trustee Services
The applicant has submitted an executed Agreement to Provide Trustee Services, which is summarized
below:

Date: May 1, 2014

By: Louise Woermer — Chairwoman & CEO, L. Woerner, Inc.

With: Duane Tolander — Proposed Individual Trustee

Terms: Effective from May 1, 2014, and renewable annually

Service/Duties | Professional services as Independent Fiduciary under the Trust, Plan and ERISA
Provisions: including: approve Trust’s independent financial advisor to assist in evaluation of

proposed transactions, stock agreements, and to perform the annual valuation and
other valuations required; prepare/maintain adequate records of the Trustee’s
actions/decisions, preserve such records, and make them available as reasonably
requested; retain the Trustee’s own independent legal counsel of his choosing in
connection with any proposed transaction.

Excluded Daily administrative and ministerial functions under the Plan. The parties agree that
Duties: such duties shall be the responsibility of the Plan Administrator and shall not be
delegated to Mr. Tolander.

Compensation: | $15,000 annually, plus $325/hour for necessary special work outside of normal
responsibilities covered by this agreement.

Capability and Feasibility
There are no project costs or operating budgets associated with this application.

BFA Attachment B is the 2012 and 2013 certified financial statements of L. Woerner, Inc. As shown, the
facility had an average negative working capital position and an average negative shareholders position
during 2012 and 2013. The applicant has indicated that the reason for the average negative working
capital position and the average negative shareholders position was the result of historical operating
losses and ESOP contributions. Also, the applicant incurred an average net loss of $1,906,718 from
2012 through 2013. The applicant has indicated that the reasons for the loss are as follows: ESOP
contributions of $1,000,000, expenses incurred due to the facility expanding into the newly acquired
counties, and delays in receiving reimbursement from its two largest payors, Medicaid and Medicare, as
the enrollment process took an average of nine months to complete for each of the newly acquired
agencies. The applicant has indicated that they have improved Medicaid case mix, increased volumes
and reduced costs through efficiencies implemented through new software technology.
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BFA Attachment C is the preliminary 2014 certified financial statements of L. Woerner, Inc. As shown,
the entity had a negative working capital position and a negative shareholders position through December
31, 2014. The applicant has indicated that the reasons for the negative working capital position and the
negative shareholders position are prior year historical losses and ESOP contributions. Also, the facility
incurred a net loss of $2,003,482 through December 31, 2014. The applicant has indicated that the
reason for the loss was the result of start-up associated with providing home care in the ten new counties
throughout New York State. The applicant has indicated that they have significantly improved the
revenue and operating margins of the CHHA segment of their business and are now profitable in 2015.

The applicant has demonstrated the capability to proceed in a financially feasible manner.

Recommendation
From a financial perspective, approval is recommended.

Attachments |

BFA Attachment A Organizational Chart before and after the addition of the new trustee.
BFA Attachment B 2012 and 2013 certified financial statements of HCR
BFA Attachment C Preliminary 2014 certified financial statements of HCR
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Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: MedPro Homecare Agency, Inc.
Address: Kew Gardens

County: Queens

Structure: Proprietary Corporation
Application Number: 1909L

Description of Project:

MedPro Homecare Agency, Inc., a business corporation, requests approval to obtain licensure as
a home care services agency under Article 36 of the Public Health Law.

MedPro Homecare Agency, Inc. has authorized 200 shares of stock. The shareholders comprise
the following individuals:

Natalya Chornaya, RN — 10 shares Marina Rabinovich, Esq. - 190 shares

The Board of Directors of MedPro Homecare Agency, Inc. is comprised of the following
individuals:

Natalya Chornaya, RN, President
RN, Mount Sinai Beth Israel

Affiliations:

NC Homecare Agency of NY, Inc. (8/11/12 — present)
Unihelp Homecare, Inc. (2008-2009)

Marina Rabinovich, Esq. Vice President
Attorney, Law Office of Marina Rabinovich, Esq.

Affiliation:
MR Homecare Agency of NY, Inc. (5/25/12 — present)

A search of the individuals named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

A Certificate of Good Standing has been received for the attorney.

The Office of the Professions of the State Education Department indicates no issues with the
licensure of the health professional associated with this application.

The applicant proposes to serve the residents of the following counties from an office located at
119-40 Metropolitan Avenue, Unit CU2 — Suite 151, Kew Gardens, New York 11415

Queens Kings Bronx
New York Richmond Nassau

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care

Physical Therapy Respiratory Therapy Occupational Therapy
Speech-Language Pathology Audiology Medical Social Services
Nutrition Homemaker Housekeeper

Medical Supplies, Equipment
and Appliances



A seven (7) year review of the operations of the following facilities/ agencies was performed as
part of this review (unless otherwise noted):

MR Homecare Agency of NY, Inc. (May 2012 — present)
NC Homecare Agency of NY, Inc. (August 2012 — present)
Unihelp Homecare, Inc. (2008-2009)

The information provided by the Division of Home and Community Based Services has indicated
that the applicant has provided sufficient supervision to prevent harm to the health, safety and
welfare of residents and to prevent recurrent code violations.

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and
manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 24, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Touch of Love Homecare Agency Inc.
Address: Brooklyn

County: Kings

Structure: For-Profit Corporation

Application Number: 2042-L

Description of Project:

Touch of Love Homecare Agency Inc., a business corporation, requests approval to obtain
licensure as a home care services agency under Article 36 of the Public Health Law.

Touch of Love Homecare Agency Inc. has authorized 200 shares of stock, which are owned
solely by Lev Paukman.

The Board of Directors of Touch of Love Homecare Agency Inc. comprises the following
individual:

Lev Paukman, MD, President/Director
Private Practice, Lev J. Paukman, MD

A search of the individual named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The Office of the Professions of the State Education Department and the New York State
Department of Health Office of Professional Medical Conduct indicates no issues with the license
of the health care professional associated with this application.

The applicant proposes to serve the residents of the following counties from an office located at
396-400 Avenue X, Brooklyn, New York 11223:

Bronx Kings Queens
Richmond New York Nassau

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care

Physical Therapy Occupational Therapy Respiratory Therapy
Speech-Language Pathology Audiology Medical Social Services
Nutrition Homemaker Housekeeper

Medical Equipment, Supplies
and Appliances

The applicant has confirmed that the proposed financial/referral structure has been assessed in
light of anti-kickback and self-referral laws, with the consultation of legal counsel, and it is
concluded that proceeding with the proposal is appropriate.

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and
manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: July 20, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Victory Home Care Services, Inc.
Address: Central Islip

County: Suffolk

Structure: For-Profit Corporation
Application Number: 2059-L

Description of Project:

Victory Home Care Services, Inc., a business corporation, requests approval to obtain licensure as
a home care services agency under Article 36 of the Public Health Law.

Victory Home Care Services, Inc. has authorized 200 shares of stock. The shareholders will consist
of Beverly Dean, Cynthia Exhem Williams and Paul St. Juste with each shareholder owning 10
shares. The remaining 170 shares will be unissued.

The Board of Directors of Victory Home Care Services, Inc. comprises the following individuals:

Paul St. Juste, President Beverly Dean, DNP., Vice President/Vice
President, General Island Taxi, Inc. Chairperson
Pastor, Victory Gospel Assembly Church Adjunct Professor, Pace University
Adjunct Professor, Medford Multicare Nurse
Educator

Cynthia Exhem Williams, PA, Treasurer
President/Physician Assistant, House Calls
Plus, Inc.

A search of the individuals named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The Office of the Professions of the State Education Department indicates no issues with the
license of the healthcare professionals associated with this application.

The applicant proposes to serve the residents of the following counties from an office located at
917 W. Suffolk Avenue, Brentwood, NY 11717:

Suffolk Nassau

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care

Physical Therapy Occupational Therapy Speech Language Pathology
Audiology Medical Social Services Nutrition

Homemaker Housekeeper Respiratory Therapy

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation: Contingent Approval
Date: August 20, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Theresa Home Care, Inc.
Address: Brooklyn

County: Kings

Structure: For Profit Corporation
Application Number: 2133-L

Description of Project:

Theresa Home Care, Inc., a business corporation, requests approval to obtain licensure as a
home care services agency under Article 36 of the Public Health Law.

Theresa Home Care, Inc. has authorized 200 shares of stock which are owned solely by Vashti
Ramlogan.

The members of the Board of Directors of Theresa Home Care, Inc. comprise the following
individual:

Vashti Ramlogan, Nursing Assistant
Unemployed

A search of the individual named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The applicant proposes to serve the residents of the following counties from an office located at
522 Chauncey Street, Brooklyn, New York 11233:

New York Bronx Richmond
Kings Queens Nassau

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care
Physical Therapy Occupational Therapy Respiratory Therapy
Speech-Language Pathology Audiology Medical Social Services
Nutrition Medical Supplies, Equipment &

Appliances

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation: Contingent Approval
Date: July 24, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Kirenaga Home Care Brooklyn, Inc.
Address: New York

County: New York

Structure: For-Profit Corporation

Application Number: 2184-L

Description of Project:

Kirenaga Home Care Brooklyn, Inc., a business corporation, requests approval to obtain
licensure as a home care services agency under Article 36 of the Public Health Law.

The applicant has authorized 200 shares of stock which are solely owned by Kirenaga Home
Care, LLC.

The Board of Directors of Kirenaga Home Care Brooklyn, Inc. comprises the following individual:
David Muson, President

FINRA, Series 7, 63, 79

Operator, SonicLiebs d/b/a Synergy HomeCare

Affiliations:

SonicLiebs d/b/a Synergy HomeCare (2013 — Present)

Synergy HomeCare of Hudson County (2011 — 2014)

The membership of Kirenaga Home Care, LLC comprises the following:

Kirenaga Partners, LLC — 99% David Muson — 1%
Disclosed Above

The membership of Kirenaga Partners, LLC comprises the following:

Kirenaga Management, LLC — 30% Solely Economic Investors — 70%
Non-Voting/Non-Operating members

The membership of Kirenaga Management, LLC comprises the following:

Kirenaga, Inc. — 33.33% David Muson, Inc. — 33.33%
Disclosed Above

Berland Investments Incorporated — 33.33%
Kirenaga, Inc. has authorized 1,500 shares of stock which are solely owned by David Scalzo.
The Board of Directors of Kirenaga, Inc. comprises the following individual:

David Scalzo, MBA
Founder/President, Kirenaga Partners, LLC

David Muson, Inc. has authorized 200 shares of stock, which are solely owned by David Muson.
The Board of Directors of David Muson, Inc. comprises the following individual:

David Muson
Disclosed Above



Berland Investments Incorporated has authorized 1,000 shares of stock, which are solely owned
by Terrance Berland.

The Board of Directors of Berland Investments Incorporated comprises the following individual:

Terrance Berland, MBA
Former Senior Management Associate, Bridgewater Associates, LP

Affiliations:
Stamford Health System (2003 — 2009, 2014 — Present)

A search of the individuals named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The applicant proposes to serve the residents of the following counties from an office located at
575 Lexington Avenue, New York, New York 10022:

New York Kings Queens
Bronx Richmond Nassau

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care

Physical Therapy Occupational Therapy Speech-Language Pathology
Medical Social Services Nutrition Homemaker

Housekeeper

A seven (7) year review of the operations of the following facilities/ agencies was performed as
part of this review (unless otherwise noted):

SonicLiebs d/b/a Synergy HomeCare (2013 — Present)
Synergy HomeCare of Hudson County (2011 — 2014, New Jersey)
Stamford Health System (2008 — 2009, 2014 — Present, Connecticut)

The information provided by the Division of Home and Community Based Services has indicated
that home care agency has provided sufficient supervision to prevent harm to the health, safety
and welfare of residents and to prevent recurrent code violations.

The information provided by the New Jersey Office of the Attorney General, Division of Consumer
Affairs Office of Consumer Protection has indicated that Synergy HomeCare of Hudson County
has provided sufficient supervision to prevent harm to the health, safety and welfare of residents
and to prevent recurrent code violations.

The information provided by the State of Connecticut Department of Public Health, Division of
Health Systems Regulation indicated that there were not any enforcement actions and the
Stamford Health System has provided sufficient supervision to prevent harm to the health, safety
and welfare of residents and to prevent recurrent code violations.

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: September 8, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Kirenaga Home Care Queens, Inc.
Address: New York

County: New York

Structure: For-Profit Corporation

Application Number: 2186-L

Description of Project:

Kirenaga Home Care Queens, Inc., a business corporation, requests approval to obtain licensure
as a home care services agency under Article 36 of the Public Health Law.

The applicant has authorized 200 shares of stock which are solely owned by Kirenaga Home
Care, LLC.

The Board of Directors of Kirenaga Home Care Queens, Inc. comprises the following individual:
David Muson, President

FINRA, Series 7, 63, 79

Operator, SonicLiebs d/b/a Synergy HomeCare

Affiliations:

SonicLiebs d/b/a Synergy HomeCare (2013 — Present)

Synergy HomeCare of Hudson County (2011 — 2014)

The membership of Kirenaga Home Care, LLC comprises the following:

Kirenaga Partners, LLC — 99% David Muson — 1%
Disclosed Above

The membership of Kirenaga Partners, LLC comprises the following:

Kirenaga Management, LLC — 30% Solely Economic Investors — 70%
Non-Voting/Non-Operating members

The membership of Kirenaga Management, LLC comprises the following:

Kirenaga, Inc. — 33.33% David Muson, Inc. — 33.33%
Disclosed Above

Berland Investments Incorporated — 33.33%
Kirenaga, Inc. has authorized 1,500 shares of stock which are solely owned by David Scalzo.
The Board of Directors of Kirenaga, Inc. comprises the following individual:

David Scalzo, MBA
Founder/President, Kirenaga Partners, LLC

David Muson, Inc. has authorized 200 shares of stock, which are solely owned by David Muson.
The Board of Directors of David Muson, Inc. comprises the following individual:

David Muson
Disclosed Above



Berland Investments Incorporated has authorized 1,000 shares of stock, which are solely owned
by Terrance Berland.

The Board of Directors of Berland Investments Incorporated comprises the following individual:

Terrance Berland, MBA
Former Senior Management Associate, Bridgewater Associates, LP

Affiliations:
Stamford Health System (2003 — 2009, 2014 — Present)

A search of the individuals hamed above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The applicant proposes to serve the residents of the following counties from an office located at
575 Lexington Avenue, New York, New York 10022:

New York Kings Queens
Bronx Richmond Nassau

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care

Physical Therapy Occupational Therapy Speech-Language Pathology
Medical Social Services Nutrition Homemaker

Housekeeper

A seven (7) year review of the operations of the following facilities/ agencies was performed as
part of this review (unless otherwise noted):

SonicLiebs d/b/a Synergy HomeCare (2013 — Present)
Synergy HomeCare of Hudson County (2011 — 2014, New Jersey)
Stamford Health System (2008 — 2009, 2014 — Present, Connecticut)

The information provided by the Division of Home and Community Based Services has indicated
that home care agency has provided sufficient supervision to prevent harm to the health, safety
and welfare of residents and to prevent recurrent code violations.

The information provided by the New Jersey Office of the Attorney General, Division of Consumer
Affairs Office of Consumer Protection has indicated that Synergy HomeCare of Hudson County
has provided sufficient supervision to prevent harm to the health, safety and welfare of residents
and to prevent recurrent code violations.

The information provided by the State of Connecticut Department of Public Health, Division of
Health Systems Regulation indicated that there were not any enforcement actions and the
Stamford Health System has provided sufficient supervision to prevent harm to the health, safety
and welfare of residents and to prevent recurrent code violations.

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: September 8, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Imo’s Nursing Agency, Inc.
Address: Hollis

County: Queens

Structure: For-Profit Corporation

Application Number: 2193-L

Description of Project:

Imo’s Nursing Agency, Inc., a business corporation, requests approval to obtain licensure as a
home care services agency under Article 36 of the Public Health Law.

The applicant has authorized 200 shares of stock, which are owned as follows: Vivette Griffiths
owns 5 shares and Joan Duncan owns 5 shares. The remaining 190 are unissued.

The Board of Directors of Imo’s Nursing Agency, Inc. comprises the following individuals:
Vivette Griffiths, RN, NP, President/CEO
RN, Emergency Medicine, Winthrop University Hospital

Clinical Instructor, Critical Care, Malloy College

Joan Duncan, RN, FNP, Vice President
Assistant Nurse Manager, Neonatal ICU, New York Hospital Queens

A search of the individuals named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The Office of the Professions of the State Education Department indicates no issues with the
licenses of the healthcare professionals associated with this application.

The applicant proposes to serve the residents of the following counties from an office located at
205-04 109" Avenue, Hollis, New York 11412:

Queens Kings Bronx
New York Richmond

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care
Physical Therapy Occupational Therapy Respiratory Therapy
Homemaker Housekeeper

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 24, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: ABR Homecare of NY, Inc.
Address: Greenport

County: Suffolk

Structure: For-Profit Corporation

Application Number: 2260-L

Description of Project:

ABR Homecare of NY, Inc., a business corporation, requests approval to obtain licensure as a
home care services agency under Article 36 of the Public Health Law.

The applicant has authorized 200 shares, which are owned solely by Russell Smith.
The Board of Directors of ABR Homecare of NY, Inc. comprises the following individual:
Russell Smith, President/CEO

Oversight of Operations, JR Smith Professionals, Inc.

President/Owner, Prime Care Services of Connecticut, Inc. (Companion Care)

President, PCS Level One Cleaning, Inc.

Affiliations:
Prime Care Services of Connecticut, Inc. (2008 — Present)

A search of the individual named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The applicant proposes to serve the residents of the following counties from an office located at
74365 Main Street, Greenport, NY 11944

Suffolk Nassau

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care

Physical Therapy Occupational Therapy Respiratory Therapy
Speech-Language Pathology Audiology Medical Social Services
Nutrition

A 7 year review of the operations of the following facility was performed as part of this review
(unless otherwise noted):

Prime Care Services of Connecticut, Inc.

The State of Connecticut, Department of Consumer Protection indicated that the applicant has
provided sufficient supervision to prevent harm to the health, safety and welfare of residents and
to prevent recurrent code violations.

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and
manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 17, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: CDS Monarch, Inc.
Address: Webster

County: Monroe

Structure: Not-For-Profit Corporation

Application Number: 2280-L

Description of Project:

CDS Monarch, Inc., a not-for-profit corporation, requests approval to obtain licensure as a home
care services agency under Article 36 of the Public Health Law.

The Board of Directors of CDS Monarch, Inc. comprises the following individuals:

Mark S. Peterson, MBA, CFRE, Board Chair/Executive Committee Chair
President/CEO, Greater Rochester Enterprise

Joseph J. Gabriel, Vice Chair/Facilities Committee Chair
Associate Administrator/Director of IT, University of Rochester Medical Center — The Flaum Eye
Institute

William Woodard, Treasurer/Finance Committee Chair
CFO, Fibertech Networks

Gregory Gribben, JD, Secretary
Attorney/Partner, Woods, Oviattt, Gilman LLP

Jennifer Carlson, MPA, Program Assessment Committee Chair
Director of Quality Assurance, Finger Lakes Addiction Counseling & Referral Agency

Richard T. Yarmel, JD, Guardianship and Executive Committees
Partner, Harter, Secrest & Emery, LLP

Jerry McCullough, Wolf Foundation Board Chair
General Manager, Ryan Plumbing, Heating, Air Conditioning and Fire Protection, LLC

Dennis Buchan, Member
Retired

Richard H. Ferrari, MBA, Member
Senior Vice President, Relationship Management and Commercial Lending, Wells Fargo Bank
N.A.

Claire Kaler, Member
Owner, K2 Communications

Dennis B. Olbrich, MBA, Member
President, Paper & Output Systems Business, Kodak Alaris, Inc.

Daniel Skinner, Member
Assembly Positions, CDS Monarch Vocational Services

Susan Travis, Member
Judicial Assistant, United States Federal Courts, Western District of New York



Eric Gilbert, Member
NY State Licensed Life/Accident/Health Insurance Agent
Managing Director, US Employee Benefits Services Group

Angel Morales, Member
CDS Monarch Day Program Workshop

A search of the individuals hamed above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

A Certificate of Good Standing has been received for all attorneys associated with this
application.

The applicant proposes to serve the residents of the following counties from an office located at
860 Hard Road, Webster, New York 14580:

Monroe Wayne

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care

Physical Therapy Occupational Therapy Speech-Language Pathology
Medical Social Services Nutrition Homemaker

Housekeeper

A seven (7) year review of the operations of the following facilities/agencies was performed as
part of this review (unless otherwise noted):

CDS Monarch

The information provided by the Office for People with Developmental Disabilities has indicated
that the applicant has provided sufficient supervision to prevent harm to the health, safety and
welfare of residents and to prevent recurrent code violations.

The information provided by the Office of Managed Care has indicated that the MLTC plan has
provided sufficient supervision to prevent harm to the health, safety and welfare of patients and to
prevent recurrent code violations.

The Bureau of Quality Assurance and Licensure and the Bureau of Long Term Care have
determined that the Traumatic Brain Injury (TBI) provider has exercised sufficient supervisory
responsibility to prevent harm to the health, safety and welfare of patients and to prevent
recurrent code violations.

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 17, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Loyal Home Care, Inc.
Address: Brooklyn

County: Kings

Structure: For-Profit Corporation

Application Number: 2293-L

Description of Project:

Loyal Home Care, Inc, a business corporation, requests approval to obtain licensure as a home
care services agency under Article 36 of the Public Health Law.

The applicant has authorized 200 shares of stock which are owned as follows: Tsilistina
Ryabicheva owns 100 shares and Tsisnami Gogilashvili owns 100 shares.

The Board of Directors of Loyal Home Care, Inc. is comprised of the following individuals:

Tsilistina Ryabicheva, RN - President
Outreach Community Liaison RN, Four Seasons CHHA

Tsisnami Gogilashvili — Vice-President
Provider Relations, Home Care Services of NY

A search of the individuals hamed above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The Office of Professions of the State Education Department indicates no issues with the license
of the healthcare professional associated with this application.

The applicant proposes to serve the residents of the following counties from an office located at
3730 Cypress Avenue, Brooklyn, New York 11224

Kings Bronx Queens Richmond New York

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care
Physical Therapy Homemaker Medical Social Services
Housekeeper

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 10, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: HT&T Corporation d/b/a HT&T Home Care
Address: Flushing

County: Queens

Structure: For-Profit Corporation

Application Number: 2362-L

Description of Project:

HT&T Corporation d/b/a HT&T Home Care, a business corporation, requests approval to obtain
licensure as a home care services agency under Article 36 of the Public Health Law.

The applicant has authorized 200 shares of stock, which are owned as follows: Yin Nog Tang
owns 184 shares and Tao Huang owns 16 shares.

The Board of Directors of HT&T Corporation d/b/a HT&T Home Care comprises the following
individuals:

Yin Nog Tang, RN, Chairman
Community Health Nurse, Centerlight Health System

Tao Huang, MBA, Vice Chairman/Secretary
Student

Jessica Yu, Treasury
Enrolled Agent, Department of Treasury
President/Manager, HT Tax Professionals, Inc.

A search of the individuals hamed above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The Office of the Professions of the State Education Department indicates no issues with the
license of the healthcare professional associated with this application.

The applicant proposes to serve the residents of the following counties from an office located at
31-30 138t Street, Apartment 3C, Flushing, New York 11354:

Queens Brooklyn New York
Kings Richmond Nassau

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care

Physical Therapy Occupational Therapy Respiratory Therapy
Speech-Language Pathology Audiology Medical Social Services
Nutrition Homemaker Housekeeper

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency

Submission of any and all information requested by the Division of Legal Affairs, in a form and
manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: July 24, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Sundance Home Care, Inc.
Address: Brooklyn

County: Kings

Structure: For-Profit Corporation

Application Number: 2381-L

Description of Project:

Sundance Home Care, Inc., a business corporation, requests approval to obtain licensure as a
home care services agency under Article 36 of the Public Health Law.

Sundance Home Care, Inc. has authorized 200 shares of stock which are owned as follows:
Lex Consulting of NJ, LLC owns 90 shares and Denning Corporation owns 90 shares. The
remaining 20 shares are unissued.

The Board of Directors of Sundance Home Care, Inc. is comprised of the following individual:

Steven Metelsky, RN — President, Vice-President, Secretary, Treasurer
Executive Director, Sundance SADC, Inc.

The members of Lex Consulting of NJ, LLC comprise the following individuals:

Steven Metelsky, RN — 50% Tatiana Volovnik — 50%
(Disclosed above) Unemployed
Affiliation

Sundance SADC, Inc. (2012-present)

Denning Corporation has authorized 200 shares of stock which are owned solely by Pavel
Soltanov.

The Board of Directors of Denning Corporation is comprised of the following individual:

Pavel Soltanov, President
Assistant Executive Director, Sundance SADC. Inc.

A search of the individuals hamed above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The Office of the Professions of the State Education Department indicates no issues with the
license of the healthcare professional associated with this application.

The applicant proposes to serve the residents of the following counties from an office located at
1460 Flatbush Avenue, Brooklyn, New York, 11210:

Kings Queens New York Bronx Richmond Nassau

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care
Physical Therapy Respiratory Therapy Occupational Therapy
Speech-Language Pathology Audiology Medical Social Services

Nutrition Homemaker Housekeeper



Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 24, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Queens Home Care, Inc.d/b/a Home Instead Senior Care Franchise #765
Address: Forest Hills

County: Queens

Structure: For-Profit Corporation

Application Number: 2405-L

Description of Project:

Queens Home Care, Inc. d/b/a Home Instead Senior Care Franchise #765, a business
corporation, requests approval to obtain licensure as a home care services agency under Article
36 of the Public Health Law.

Queens Home Care, Inc. has proposed to operate as a franchisee of Home Instead, Inc.

The applicant has authorized 200 shares of stock which are owned as follows: Beverly Silver
owns 104 shares and llan David owns 96 shares.

The Board of Directors of Queens Home Care, Inc. d/b/a Home Instead Senior Care Franchise
#765 comprises the following individuals:

llan David, President

Operations Coordinator, Queens Home Care, Inc. d/b/a Home Instead Senior Care Franchise
#765 (Companion Care, 2011 — Present)

International Sales Manager, New Yorker Electronics

Beverly Silver, Esq., Secretary

Owner/Director, Queens Home Care, Inc. d/b/a Home Instead Senior Care Franchise #765
(Companion Care, 2011 — Present)

Owner/Attorney, The Law Offices of Beverly Silver, Esq.

A Certificate of Good Standing has been received for the attorney associated with this
application.

A search of the individuals hamed above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The applicant proposes to serve the residents of the following counties from an office located at
102-40A 67" Drive, Suite C2, Forest Hills, New York 11375:

Queens Bronx Kings
New York Richmond Nassau

The applicant proposes to provide the following health care services:
Nursing Home Health Aide Personal Care

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 18, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Collins Anyanwu-Mueller d/b/a Angelic Touching Home Health Care Agency
Address: Yonkers

County: Westchester

Structure: Sole Proprietorship

Application Number: 2414-L

Description of Project:

Collins Anyanwu-Mueller d/b/a Angelic Touching Home Health Care Agency, a sole
proprietorship, requests approval to obtain licensure as a home care services agency under
Article 36 of the Public Health Law.

The sole proprietor of Angelic Touching Home Health Care Agency is the following individual:

Collins Anyanwu-Mueller, RN
Private Duty Nurse/Self Employed

A search of the individual named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The Office of the Professions of the State Education Department indicates no issues with the
licenses of the health care professional associated with this application.

The applicant proposes to serve the residents of the following counties from an office located at
201 N. Broadway, #3-S, Yonkers, New York 10701.

Westchester Rockland

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care
Homemaker Housekeeper
Contingency

Submission of any and all information requested by the Division of Legal Affairs, in a form and
manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 26, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Artful Home Care, Inc.
Address: Southampton

County: Suffolk

Structure: For-Profit Corporation

Application Number: 2437-L

Description of Project:

Artful Home Care, Inc., a business corporation, requests approval to obtain licensure as a home
care services agency under Article 36 of the Public Health Law.

The applicant has authorized 200 shares of stock which are owned as follows: Beth McNeill-
Muhs owns 100 shares. The remaining 100 shares are unissued.

The Board of Directors of Artful Home Care, Inc. comprises the following individual:

Beth McNeill-Muhs, PCA, President
Principal, McNeill Art Group, Inc.

A search of the individual named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The New York State Home Care Registry indicates no issues with the certification of the Personal
Care Aide associated with this application.

The applicant proposes to serve the residents of the following counties from an office located at
565 Montauk Highway, Southampton, NY 11968:

Suffolk Nassau
The applicant proposes to provide the following health care services:
Nursing Home Health Aide Personal Care Nutrition

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and
manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 18, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Companion Angels Home Care Solutions, LLC
Address: Bronx

County: Bronx

Structure: Limited Liability Company

Application Number: 2452-L

Description of Project:

Companion Angels Home Care Solutions, LLC, a limited liability company, requests approval to
obtain licensure as a home care services agency under Article 36 of the Public Health Law.

The sole member of Companion Angels Home Care Solutions, LLC is the following individual:
Rama Akanni, RN — 100%
Owner/Operator, Companion Angels Home Care Solutions, LLC (Companion Care)

Registered Nurse Recovery Room/Operating Room, Manhattan Eye, Ear and Throat Hospital

A search of the individual named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The Office of the Professions of the State Education Department indicates no issues with the
license of the healthcare professional associated with this application.

The applicant proposes to serve the residents of the following counties from an office located at
2117A Williams Bridge Road, Bronx, New York 10461:

New York Bronx Kings
Queens Richmond

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care
Housekeeper

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 10, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: America Homecare Agency Services Corporation
Address: Schenectady

County: Schenectady

Structure: For-Profit Corporation

Application Number: 2456-L

Description of Project:

America Homecare Agency Services Corporation, a business corporation, requests approval to
obtain licensure as a home care services agency under Article 36 of the Public Health Law.

The applicant has authorized 200 shares of stock which are owned as follows: Rohan Chetoora
owns 100 shares and Christina Geewanparsud owns 100 shares.

The Board of Directors of America Homecare Agency Services Corporation comprises the
following individuals:

Rohan Chetoora, President/CEO
Licensed Real Estate Broker
Broker/Owner/President, North East Realty USA

Christina Geewanparsud, RN, BSN, Treasurer/Secretary
Nurse, Saratoga Hospital

A search of the individuals hamed above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The Office of the Professions of the State Education Department indicates no issues with the
licenses of the healthcare professionals associated with this application.

The applicant proposes to serve the residents of the following counties from an office located at
1438 State Street, Schenectady, New York 12304:

Schenectady Saratoga Albany
Rensselaer Schoharie Washington
Warren

The applicant proposes to provide the following health care services:
Nursing Home Health Aide

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 26, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Family First Home Companions of New York, Inc.
Address: Bohemia

County: Suffolk

Structure: For-Profit Corporation

Application Number: 2459-L

Description of Project:

Family First Home Companions of New York, Inc., a business corporation, requests approval to
obtain licensure as a home care services agency under Article 36 of the Public Health Law.

The applicant has authorized 200 shares of stock which are owned as follows: Alice Bonora
owns 100 shares and Jennifer Benjamin owns 100 shares.

The Board of Directors of Family First Home Companions of New York, Inc. comprises the
following individuals:

Alice Bonora, President/Treasurer
Certified Senior Advisor, Society of Certified Senior Advisors
Owner, Family First Home Companions of New York, Inc. (Companion Care, 2005 — Present)

Jennifer Benjamin, MBA, Vice President/Secretary
Owner, Family First Home Companions of New York, Inc. (Companion Care, 2005 — Present)

A search of the individuals hamed above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The applicant proposes to serve the residents of the following counties from an office located at
600 Johnson Avenue, Suite C-2, Bohemia, New York 11716:

Suffolk Nassau Queens
The applicant proposes to provide the following health care services:
Nursing Home Health Aide Personal Care Homemaker

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 24, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: 1st Home Care of NY Corp.
Address: Jackson Heights

County: Queens

Structure: For-Profit Corporation

Application Number: 2467-L

Description of Project:

1st Home Care of NY Corp., a business corporation, requests approval to obtain licensure as a
home care services agency under Article 36 of the Public Health Law.

The applicant has authorized 200 shares of stock which are solely owned by Dilya Khalitova.
The Board of Directors of 1st Home Care of NY Corp. comprises the following individual:

Dilya Khalitova, President/CEO
Marketing Consultant, Maaser Social Adult Day Care

A search of the individual named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The applicant proposes to serve the residents of the following counties from an office located at
34-40 78 Street, Apartment 2C, Jackson Heights, New York 11372:

Queens Bronx Kings
New York Richmond Nassau

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care

Physical Therapy Occupational Therapy Respiratory Therapy
Speech-Language Pathology Audiology Medical Social Services
Nutrition Homemaker Housekeeper

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and
manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 10, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Zenith Home Care of NY, LLC
Address: New Rochelle

County: Westchester

Structure: Limited Liability Company

Application Number: 2469-L

Description of Project:

Zenith Home Care of NY, LLC, a limited liability company, requests approval to obtain licensure
as a home care services agency under Article 36 of the Public Health Law.

The membership of Zenith Home Care of NY, LLC comprises the following individuals:

Alwell Nwankwoala, PhD — 51%
Senior Research Scientist, Sandoz Pharmaceutical, Inc.

Uchechi Nwankwoala, RN, BSN — 49%
RN, Connecticut/New York
Charge Nurse, Surgical and Step Down Unit, Montefiore Medical Center

A search of the individuals named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The Office of the Professions of the State Education Department indicates no issues with the
license of the healthcare professional associated with this application.

The State of Connecticut Department of Public Health indicates no issues with the license of the
healthcare professional associated with this application.

The applicant proposes to serve the residents of the following counties from an office located at
201 Coligni Avenue, New Rochelle, New York 10801:

Westchester Putnam Bronx

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Physical Therapy
Occupational Therapy Speech-Language Pathology Medical Social Services
Homemaker

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 25, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Acute Care Experts of New York, Inc.
Address: Nassau

County: Nassau

Structure: For-Profit Corporation

Application Number: 2474-L

Description of Project:

Acute Care Experts of New York, Inc., a business corporation, requests approval to obtain
licensure as a home care services agency under Article 36 of the Public Health Law.

The applicant has authorized 200 shares of stock which are owned solely by Frederick Lucich.

The Board of Directors of Acute Care Experts of New York, Inc. is comprised of the following
individual:

Frederick Lucich, RN — President/Owner
Owner/President, Acute Care Experts, Inc. (NJ)

Affiliations:
Acute Care Experts, Inc. (NJ)
Acute Care Experts, Inc. (NY; 12/31/12-present)

A search of the individual named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The Office of the Professions of the State Education Department indicates no issues with the
license of the healthcare professional associated with this application.

The applicant proposes to serve the residents of the following counties from an office to be
located in Nassau County:

Nassau Suffolk Dutchess Orange Putnam
Rockland Sullivan Ulster Westchester

The applicant proposes to provide the following health care service:
Nursing

A seven (7) year review of the operations of the following facilities/ agencies was performed as
part of this review (unless otherwise noted):

Acute Care Experts, Inc. (NJ)
Acute Care Experts, Inc. (NY; 12/31/12-present)

The information provided by the New Jersey regulatory agency indicated that the Acute Care
Experts, Inc. has provided sufficient supervision to prevent harm to the health, safety and welfare
of patients and to prevent recurrent code violations.

The information provided by the Division of Home and Community Based Services has indicated
that the home care services agency has provided sufficient supervision to prevent harm to the
health, safety, and welfare of residents and to prevent recurrent code violations.



Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 31, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: SR Miracle Care Agency, Inc.
Address: Bronx

County: Bronx

Structure: For-Profit Corporation

Application Number: 2475-L

Description of Project:

SR Miracle Care Agency, Inc., a business corporation, requests approval to obtain licensure as a
home care services agency under Article 36 of the Public Health Law.

The applicant has authorized 200 shares of stock which are owned solely by Sophia Perkins.
The Board of Directors of SR Miracle Care Agency, Inc. is comprised of the following individuals:

Sophie Perkins — President
Executive Director, SR Miracle Care Agency, Inc. (Companion Care)

Rory Perkins — Vice-President/Treasurer
Administrator, SR Miracle Care Agency, Inc. (Companion Care)

Zatanya Cooke - Secretary
Secretary, SR Miracle Care Agency, Inc. (Companion Care)

A search of the individuals hamed above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The applicant proposes to serve the residents of the following counties from an office located at
760 Burke Avenue, Bronx, New York 10467:

Bronx New York Kings
Queens Richmond Westchester

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care
Homemaker Housekeeper

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 26, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Qualycare Home Care
Address: Bronx

County: Bronx

Structure: Partnership

Application Number: 2485-L

Description of Project:

Qualycare Home Care, a partnership, requests approval to obtain licensure as a home care
services agency under Article 36 of the Public Health Law.

The partners of Qualycare Home Care comprise the following individuals:

Samuel Ansah — 40%
Assistant Vice President, Deutsche Bank

Baffuor Gyawu — 30%

Certified Hemodialysis Technician

Phlebotomy Technician

Driver, Self Employed

Volunteer Director, Community Mobilization Organization

Theodora R. Kwarteng, RN — 30%
RN, New York Presbyterian Hospital

A search of the individuals hamed above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The Office of the Professions of the State Education Department indicates no issues with the
license of the healthcare professional associated with this application.

The applicant proposes to serve the residents of the following counties from an office located at
703 East 156 Street, Suite 1B, Bronx, New York 10455:

Bronx New York Queens
The applicant proposes to provide the following health care services:
Nursing Home Health Aide Personal Care Homemaker

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 25, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: ZaQia Chaplin, LLC d/b/a Trusting Hands Homecare Agency
Address: Freeport

County: Nassau

Structure: Limited Liability Company

Application Number: 2490-L

Description of Project:

ZaQia Chaplin, LLC d/b/a Trusting Hands Homecare Agency, a limited liability company, requests
approval to obtain licensure as a home care services agency under Article 36 of the Public Health
Law.

The sole member of ZaQia Chaplin, LLC d/b/a Trusting Hands Homecare Agency is the following
individual:

ZaQia Chaplin, MSPH, LPN
LPN, Sweet P Home Care

A search of the individual named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The Office of the Professions of the State Education Department indicates no issues with the
license of the healthcare professional associated with this application.

The applicant proposes to serve the residents of the following counties from an office located at
53 East Merrick Road, Suite 113, Freeport, New York 11520:

Nassau Suffolk Queens
The applicant proposes to provide the following health care services:
Nursing Home Health Aide Housekeeper

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and
manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 26, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Trivium of New York, LLC
Address: Forest Hills

County: Queens

Structure: Limited Liability Company

Application Number: 2492-L

Description of Project:

Trivium of New York, LLC, a limited liability company, requests approval to obtain licensure as a
home care services agency under Article 36 of the Public Health Law.

The membership of Trivium of New York, LLC comprises the following individuals:

Nigel Douglas — 51%
Operations Consultant, Better Care Nursing Services, LLC

Adaku Nwachuku, MBA, DO — 49%
Attending Physician, Advanced Spine and Pain

A search of the individuals hamed above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The Office of the Professions of the New York State Education Department indicates no issues
with the license of the healthcare professional associated with this application.

The State of New Jersey, Department of Law & Public Safety, Division of Consumer Affairs
indicates no issues with the license of the healthcare professional associated with this
application.

The State of Maryland Board of Physicians indicates no issues with the license of the healthcare
professional associated with this application.

The State of Pennsylvania, Department of State indicates that the license of the healthcare
professional associated with this application is currently expired. There were no issues with the
license during the time of registration (July 2011 — November 2014).

The applicant proposes to serve the residents of the following counties from an office located at
118-35 Queens Boulevard, Suite 400, Forest Hills, New York 11375:

Queens Kings New York
Bronx Richmond Nassau

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care

Physical Therapy Occupational Therapy Speech Language Pathology
Medical Social Services Nutrition Homemaker

Housekeeper

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 26, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Brookside Home Care Inc.
Address: Lynbrook

County: Nassau

Structure: For-Profit Corporation

Application Number: 2493-L

Description of Project:

Brookside Home Care Inc., a business corporation, requests approval to obtain licensure as a
home care services agency under Article 36 of the Public Health Law.

The applicant has authorized 100 shares of stock which are owned solely by Robert Calarco.
The Board of Directors of Brookside Home Care Inc. comprises the following individual:
Robert Calarco, President/Treasurer/Secretary

Certified Senior Advisor

FINRA Series 7 and 66

President/Manager, Brookside Home Care, Inc. (Companion Care Agency, 2014 — Present)

A search of the individual named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The applicant proposes to serve the residents of the following counties from an office located at
375 Sunrise Highway, Suite 10, Lynbrook, New York 11563:

Nassau Suffolk Queens
The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care
Nutrition Homemaker Housekeeper

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 18, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: L. Woerner, Inc. d/b/a HCR/HCR Home Care
Address: Cobleskill

County: Schoharie

Structure: For-Profit Corporation

Application Number: 2503-L

Description of Project:

L. Woerner, Inc. d/b/a HCR/HCR Home Care, a for-profit corporation, requests approval to obtain
licensure as a home care services agency under Article 36 of the Public Health Law.

The applicant has authorized 4,000,000 shares of stock with 2,464,344 shares of stock currently
issued, and the remaining 1,535,656 shares of stock currently held in Treasury as non-unissued
shares. Of the 2,464,344 shares of stock currently issued, the stockholders and stock distribution
are as follows:

Employee Stock Ownership Plan Trust — 1,749,604 shares (71.00%)
Louise Woerner — 230,180 shares (9.34%)

Don H. Kollmorgen — 233,824 shares (9.49%)

Lawrence Peckham — 248,236 shares (10.07%)

Clayton Osborne — 2,500 shares (0.10%)

The Trustees of the Employee Stock Ownership Plan Trust (71.00 % stockholder) will be as
follows:

Louise Woerner Duane E. Tolander, CPA (lowa)

Chief Executive Officer, L. Woerner, Inc., d/b/a Partner / Managing Director, HDH Advisors, LLC,
HCR / HCR Home Care (CHHA, LTHHCP, and West Des Moines, lowa (Financial Advisory
LHCSA) Services / Professional Consulting / Corporate and
Affiliations: HealthNow New York, Inc., Buffalo Business Valuations / Litigation Support); Trustee,
(Managed Care Plan) — 4/1/02 to 4/10/08 Bestcare, Inc. (LHCSA) Employee Stock

Ownership Plan Trust

The members of Board of Directors of L. Woerner, Inc., d/b/a HCR / HCR Home Care, are as
follows:

Louise Woerner, Chairperson, Secretary, Treasurer Don H. Kollmorgen (9.49% stockholder)
(9.34% stockholder) Retired

Disclosed above

Lawrence L. Peckham (10.07% stockholder) Joseph J. Castiglia, CPA

Retired Retired

Clayton H. Osborne, MSW, LCSW (0.10%
stockholder)

Retired Vice President of Human Resources and
Talent Management, Bausch and Lomb (Vision
Products Manufacturer)

An additional officer of L. Woerner, Inc., d/b/a HCR / HCR Home Care, who is neither a
stockholder, trustee, nor board member, is as follows:



Mary Elizabeth Zicari, RN
President / Administrator, L. Woerner, Inc., d/b/a
HCR / HCR Home Care (CHHA, LTHHCP, and
LHCSA)

Affiliation: DePaul Adult Care Communities, Inc.,
Rochester (licensed ACFs/ALPs, in New York
State, North Carolina, and South Carolina) — April
2009 to present

The Office of the Professions of the New York State Education Department indicates no issues
with the RN license of Mary Elizabeth Zicari, the CPA license of Joseph Castiglia, or the LCSW
license of Clayton Osborne.

The Professional Licensing Bureau of the State of lowa indicates no issues with the CPA license
of Duane Tolander.

In addition, a search of all of the above named stockholders, trustees, board members, officers,
employers, and health care affiliations revealed no matches on either the New York State
Medicaid Disqualified Provider List or the federal Office of the Inspector General’s Provider
Exclusion List.

The applicant proposes to serve the residents of the following counties from an office located at
795 East Main Street, Suite 10, Cobleskill, New York 12043:

Schoharie Otsego Delaware

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care
Physical Therapy Occupational Therapy Speech-Language Pathology
Medical Social Services Nutrition Housekeeper

A seven (7) year review of the operations of the following facilities/agencies was performed as
part of this review (unless otherwise noted):

L. Woerner, Inc., d/b/a HCR / HCR Home Care

Bestcare, Inc. (2011 — Present)

HealthNow New York, Inc. (Managed Care Plan, 2002 — 2008)
DePaul Adult Care Communities, Inc. (2009 — Present)
DePaul Community Services, Inc. (2009 — Present)

The NYSDOH Division of Home and Community Based Services reviewed the compliance
history of the CHHAs and LHCSAs operated by L. Woerner, Inc., d/b/a HCR / HCR Home
Care, for the time period 2008 to present, and the LTHHCPs operated by L. Woerner, Inc.,
d/b/a HCR / HCR Home Care, for the time period May 2010 (establishment of the first HCR /
HCR Home Care LTHHCP) to present.

The Division of Home and Community Based Services also reviewed the compliance history
of the LHCSAs operated by Bestcare, Inc., for the time period 2011 (when Mr. Tolander
began serving as a Trustee of Bestcare’s Employee Stock Ownership Plan Trust) to present.

It has been determined that the L. Woerner, Inc., d/b/a HCR / HCR Home Care CHHAs,
LTHHCPs, and LHCSAs, plus the affiliated Bestcare, Inc., LHCSASs, have all exercised
sufficient supervisory responsibility to protect the health, safety and welfare of patients and to
prevent any recurrent code violations. These CHHAs, LTHHCPs, and LHCSAs have all been



in substantial compliance with all applicable codes, rules, and regulations, with no
enforcement or administrative action imposed.

The NYSDOH Division of Adult Care Facilities and Assisted Living Surveillance reviewed the
compliance history of the five (5) ACFs and ALPs located in New York State operated by
DePaul Adult Care Communities, Inc., for the time period April 2009 to present.

An enforcement action was taken in November, 2012, against Glenwell Adult Home /
Assisted Living Program in Cheektowaga, New York, based on a September 2011 inspection
citing violations in the area of Endangerment. A $25,000 civil penalty was imposed.

An enforcement action was taken in February, 2015, against Kenwell Adult Home / Assisted
Living Program in Kenmore, New York, based on September 2012, January 2013, and
August 2013 inspections citing violations in the area of Resident Services. A $10,000 civil
penalty was imposed.

An enforcement action was taken in October, 2011, against Woodcrest Commons Adult
Home / Assisted Living Program in Henrietta, New York, based on a July 2011 inspection
citing violations in the area of Endangerment in Supervision. A $1000 civil penalty was
imposed.

A second enforcement action was taken in November, 2012, against Woodcrest Commons
Adult Home / Assisted Living Program in Henrietta, New York, based on a November 2011
inspection citing violations in the area of Endangerment. A $4000 civil penalty was imposed.

A third enforcement action was taken in August, 2013, against Woodcrest Commons Adult
Home / Assisted Living Program in Henrietta, New York, based on August 2011, and
December 2011 inspections citing violations in the areas of Resident Services and Food
Services. An $1800 civil penalty was imposed.

The two (2) remaining New York State ACFs and ALPs operated by DePaul Adult Care
Communities, Inc., (Horizons Adult Home / Assisted Living Program, and Westwood Adult
Home) do not have any enforcement history to report. It has been determined that the five
(5) New York State ACFs and ALPs operated by DePaul Adult Care Communities, Inc., are
now in substantial compliance with all applicable codes, rules, and regulations, with no
additional enforcement or administrative actions imposed.

The NYSDOH Office of Health Insurance Program’s Bureau of Managed Care Certification and
Surveillance reviewed the compliance history of the affiliated HealthNow New York, Inc., for the
time period April 1, 2002 to April 10, 2008. It has been determined that this affiliated managed
care plan was in substantial compliance with all applicable codes, rules, and regulations, with no
enforcement or administrative action imposed, during that time period.

The New York State Office of Mental Health’s Bureau of Inspection and Certification reviewed the
compliance history of each of the affiliated mental health providers and residences located in New
York State operated within the corporate structure of DePaul Community Services, Inc., an
affiliate of DePaul Adult Care Communities, Inc., for the time period April 2009 to present. It has
been determined that the mental health providers and residences in New York State affiliated with
DePaul Community Services, Inc., were all in substantial compliance with all applicable codes,
rules, and regulations, with no enforcement sanctions or administrative action imposed, during
that time period.

Out of state compliance requests were sent to North Carolina for each of the twelve (12)
licensed ACFs/ALPs located in North Carolina that are operated by the affiliated DePaul
Adult Care Communities, Inc., for the time period April 2009 to present. An out of state
compliance request was also sent to South Carolina for the one (1) licensed ACF/ALP



located in South Carolina that is operated by the affiliated DePaul Adult Care Communities,
Inc., for the time period April 2009 to present.

South Carolina has reported that the one (1) licensed ACF/ALP located in South Carolina that
is operated by the affiliated DePaul Adult Care Communities, Inc., has had no enforcement
actions imposed within the previous twelve (12) months (the only reporting period South
Carolina provides) and is considered to be in good standing with the South Carolina
Department of Health and Environmental Control.

North Carolina has reported that only one (1) of the twelve (12) licensed ACFs/ALPs in North
Carolina that are operated by the affiliated DePaul Adult Care Communities, Inc., has had an
enforcement action since April 2009.

An enforcement action was taken in February, 2010, against Greenbrier Adult Home /
Assisted Living Program located in Fairmont, North Carolina, based on a January 2009
survey citing violations in the area of Medication Administration. A $2,000 civil penalty was
imposed.

The North Carolina Department of Health and Human Services reports that the remaining
eleven (11) licensed ACFs/ALPs located in North Carolina that are operated by the affiliated
DePaul Adult Care Communities, Inc., have had no enforcement actions imposed since April
2009.

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 10, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: L. Woerner, Inc. d/b/a HCR/HCR Home Care
Address: Plattsburgh

County: Clinton

Structure: For-Profit Corporation

Application Number: 2504-L

Description of Project:

L. Woerner, Inc. d/b/a HCR/HCR Home Care, a for-profit corporation, requests approval to obtain
licensure as a home care services agency under Article 36 of the Public Health Law.

The applicant has authorized 4,000,000 shares of stock with 2,464,344 shares of stock currently
issued, and the remaining 1,535,656 shares of stock currently held in Treasury as non-unissued
shares. Of the 2,464,344 shares of stock currently issued, the stockholders and stock distribution
are as follows:

Employee Stock Ownership Plan Trust — 1,749,604 shares (71.00%)
Louise Woerner — 230,180 shares (9.34%)

Don H. Kollmorgen — 233,824 shares (9.49%)

Lawrence Peckham — 248,236 shares (10.07%)

Clayton Osborne — 2,500 shares (0.10%)

The Trustees of the Employee Stock Ownership Plan Trust (71.00 % stockholder) will be as
follows:

Louise Woerner Duane E. Tolander, CPA (lowa)

Chief Executive Officer, L. Woerner, Inc., d/b/a Partner / Managing Director, HDH Advisors, LLC,
HCR / HCR Home Care (CHHA, LTHHCP, and West Des Moines, lowa (Financial Advisory
LHCSA) Services / Professional Consulting / Corporate and
Affiliations: HealthNow New York, Inc., Buffalo Business Valuations / Litigation Support); Trustee,
(Managed Care Plan) — 4/1/02 to 4/10/08 Bestcare, Inc. (LHCSA) Employee Stock

Ownership Plan Trust

The members of Board of Directors of L. Woerner, Inc., d/b/a HCR / HCR Home Care, are as
follows:

Louise Woerner, Chairperson, Secretary, Treasurer Don H. Kollmorgen (9.49% stockholder)
(9.34% stockholder) Retired

Disclosed above

Lawrence L. Peckham (10.07% stockholder) Joseph J. Castiglia, CPA

Retired Retired

Clayton H. Osborne, MSW, LCSW (0.10%
stockholder)

Retired Vice President of Human Resources and
Talent Management, Bausch and Lomb (Vision
Products Manufacturer)

An additional officer of L. Woerner, Inc., d/b/a HCR / HCR Home Care, who is neither a
stockholder, trustee, nor board member, is as follows:



Mary Elizabeth Zicari, RN
President / Administrator, L. Woerner, Inc., d/b/a
HCR / HCR Home Care (CHHA, LTHHCP, and
LHCSA)

Affiliation: DePaul Adult Care Communities, Inc.,
Rochester (licensed ACFs/ALPs, in New York
State, North Carolina, and South Carolina) — April
2009 to present

The Office of the Professions of the New York State Education Department indicates no issues
with the RN license of Mary Elizabeth Zicari, the CPA license of Joseph Castiglia, or the LCSW
license of Clayton Osborne.

The Professional Licensing Bureau of the State of lowa indicates no issues with the CPA license
of Duane Tolander.

In addition, a search of all of the above named stockholders, trustees, board members, officers,
employers, and health care affiliations revealed no matches on either the New York State
Medicaid Disqualified Provider List or the federal Office of the Inspector General’s Provider
Exclusion List.

The applicant proposes to serve the residents of the following counties from an office located at
176 US Oval, Suite 3, Plattsburgh, New York 12903:

Clinton Franklin Essex
Hamilton Warren Washington
St. Lawrence

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care
Physical Therapy Occupational Therapy Respiratory Therapy
Speech-Language Pathology Medical Social Services Nutrition
Housekeeper

A seven (7) year review of the operations of the following facilities/agencies was performed as
part of this review (unless otherwise noted):

L. Woerner, Inc., d/b/a HCR / HCR Home Care

Bestcare, Inc. (2011 — Present)

HealthNow New York, Inc. (Managed Care Plan, 2002 — 2008)
DePaul Adult Care Communities, Inc. (2009 — Present)
DePaul Community Services, Inc. (2009 — Present)

The NYSDOH Division of Home and Community Based Services reviewed the compliance
history of the CHHAs and LHCSAs operated by L. Woerner, Inc., d/b/a HCR / HCR Home
Care, for the time period 2008 to present, and the LTHHCPs operated by L. Woerner, Inc.,
d/b/a HCR / HCR Home Care, for the time period May 2010 (establishment of the first HCR /
HCR Home Care LTHHCP) to present.

The Division of Home and Community Based Services also reviewed the compliance history
of the LHCSASs operated by Bestcare, Inc., for the time period 2011 (when Mr. Tolander
began serving as a Trustee of Bestcare’s Employee Stock Ownership Plan Trust) to present.

It has been determined that the L. Woerner, Inc., d/b/a HCR / HCR Home Care CHHAs,
LTHHCPs, and LHCSAs, plus the affiliated Bestcare, Inc., LHCSAS, have all exercised



sufficient supervisory responsibility to protect the health, safety and welfare of patients and to
prevent any recurrent code violations. These CHHAs, LTHHCPs, and LHCSAs have all been
in substantial compliance with all applicable codes, rules, and regulations, with no
enforcement or administrative action imposed.

The NYSDOH Division of Adult Care Facilities and Assisted Living Surveillance reviewed the
compliance history of the five (5) ACFs and ALPs located in New York State operated by
DePaul Adult Care Communities, Inc., for the time period April 2009 to present.

An enforcement action was taken in November, 2012, against Glenwell Adult Home /
Assisted Living Program in Cheektowaga, New York, based on a September 2011 inspection
citing violations in the area of Endangerment. A $25,000 civil penalty was imposed.

An enforcement action was taken in February, 2015, against Kenwell Adult Home / Assisted
Living Program in Kenmore, New York, based on September 2012, January 2013, and
August 2013 inspections citing violations in the area of Resident Services. A $10,000 civil
penalty was imposed.

An enforcement action was taken in October, 2011, against Woodcrest Commons Adult
Home / Assisted Living Program in Henrietta, New York, based on a July 2011 inspection
citing violations in the area of Endangerment in Supervision. A $1000 civil penalty was
imposed.

A second enforcement action was taken in November, 2012, against Woodcrest Commons
Adult Home / Assisted Living Program in Henrietta, New York, based on a November 2011
inspection citing violations in the area of Endangerment. A $4000 civil penalty was imposed.

A third enforcement action was taken in August, 2013, against Woodcrest Commons Adult
Home / Assisted Living Program in Henrietta, New York, based on August 2011, and
December 2011 inspections citing violations in the areas of Resident Services and Food
Services. An $1800 civil penalty was imposed.

The two (2) remaining New York State ACFs and ALPs operated by DePaul Adult Care
Communities, Inc., (Horizons Adult Home / Assisted Living Program, and Westwood Adult
Home) do not have any enforcement history to report. It has been determined that the five
(5) New York State ACFs and ALPs operated by DePaul Adult Care Communities, Inc., are
now in substantial compliance with all applicable codes, rules, and regulations, with no
additional enforcement or administrative actions imposed.

The NYSDOH Office of Health Insurance Program’s Bureau of Managed Care Certification and
Surveillance reviewed the compliance history of the affiliated HealthNow New York, Inc., for the
time period April 1, 2002 to April 10, 2008. It has been determined that this affiliated managed
care plan was in substantial compliance with all applicable codes, rules, and regulations, with no
enforcement or administrative action imposed, during that time period.

The New York State Office of Mental Health’s Bureau of Inspection and Certification reviewed the
compliance history of each of the affiliated mental health providers and residences located in New
York State operated within the corporate structure of DePaul Community Services, Inc., an
affiliate of DePaul Adult Care Communities, Inc., for the time period April 2009 to present. It has
been determined that the mental health providers and residences in New York State affiliated with
DePaul Community Services, Inc., were all in substantial compliance with all applicable codes,
rules, and regulations, with no enforcement sanctions or administrative action imposed, during
that time period.

Out of state compliance requests were sent to North Carolina for each of the twelve (12)
licensed ACFs/ALPs located in North Carolina that are operated by the affiliated DePaul



Adult Care Communities, Inc., for the time period April 2009 to present. An out of state
compliance request was also sent to South Carolina for the one (1) licensed ACF/ALP
located in South Carolina that is operated by the affiliated DePaul Adult Care Communities,
Inc., for the time period April 2009 to present.

South Carolina has reported that the one (1) licensed ACF/ALP located in South Carolina that
is operated by the affiliated DePaul Adult Care Communities, Inc., has had no enforcement
actions imposed within the previous twelve (12) months (the only reporting period South
Carolina provides) and is considered to be in good standing with the South Carolina
Department of Health and Environmental Control.

North Carolina has reported that only one (1) of the twelve (12) licensed ACFs/ALPs in North
Carolina that are operated by the affiliated DePaul Adult Care Communities, Inc., has had an
enforcement action since April 2009.

An enforcement action was taken in February, 2010, against Greenbrier Adult Home /
Assisted Living Program located in Fairmont, North Carolina, based on a January 2009
survey citing violations in the area of Medication Administration. A $2,000 civil penalty was
imposed.

The North Carolina Department of Health and Human Services reports that the remaining
eleven (11) licensed ACFs/ALPs located in North Carolina that are operated by the affiliated
DePaul Adult Care Communities, Inc., have had no enforcement actions imposed since April
2009.

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 10, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: L. Woerner, Inc. d/b/a HCR/HCR Home Care
Address: Canastota

County: Madison

Structure: For-Profit Corporation

Application Number: 2505-L

Description of Project:

L. Woerner, Inc. d/b/a HCR/HCR Home Care, a for-profit corporation, requests approval to obtain
licensure as a home care services agency under Article 36 of the Public Health Law.

The applicant has authorized 4,000,000 shares of stock with 2,464,344 shares of stock currently
issued, and the remaining 1,535,656 shares of stock currently held in Treasury as non-unissued
shares. Of the 2,464,344 shares of stock currently issued, the stockholders and stock distribution
are as follows:

Employee Stock Ownership Plan Trust — 1,749,604 shares (71.00%)
Louise Woerner — 230,180 shares (9.34%)

Don H. Kollmorgen — 233,824 shares (9.49%)

Lawrence Peckham — 248,236 shares (10.07%)

Clayton Osborne — 2,500 shares (0.10%)

The Trustees of the Employee Stock Ownership Plan Trust (71.00 % stockholder) will be as
follows:

Louise Woerner Duane E. Tolander, CPA (lowa)

Chief Executive Officer, L. Woerner, Inc., d/b/a Partner / Managing Director, HDH Advisors, LLC,
HCR / HCR Home Care (CHHA, LTHHCP, and West Des Moines, lowa (Financial Advisory
LHCSA) Services / Professional Consulting / Corporate and
Affiliations: HealthNow New York, Inc., Buffalo Business Valuations / Litigation Support); Trustee,
(Managed Care Plan) — 4/1/02 to 4/10/08 Bestcare, Inc. (LHCSA) Employee Stock

Ownership Plan Trust

The members of Board of Directors of L. Woerner, Inc., d/b/a HCR / HCR Home Care, are as
follows:

Louise Woerner, Chairperson, Secretary, Treasurer Don H. Kollmorgen (9.49% stockholder)
(9.34% stockholder) Retired

Disclosed above

Lawrence L. Peckham (10.07% stockholder) Joseph J. Castiglia, CPA

Retired Retired

Clayton H. Osborne, MSW, LCSW (0.10%
stockholder)

Retired Vice President of Human Resources and
Talent Management, Bausch and Lomb (Vision
Products Manufacturer)

An additional officer of L. Woerner, Inc., d/b/a HCR / HCR Home Care, who is neither a
stockholder, trustee, nor board member, is as follows:



Mary Elizabeth Zicari, RN
President / Administrator, L. Woerner, Inc., d/b/a
HCR / HCR Home Care (CHHA, LTHHCP, and
LHCSA)

Affiliation: DePaul Adult Care Communities, Inc.,
Rochester (licensed ACFs/ALPs, in New York
State, North Carolina, and South Carolina) — April
2009 to present

The Office of the Professions of the New York State Education Department indicates no issues
with the RN license of Mary Elizabeth Zicari, the CPA license of Joseph Castiglia, or the LCSW
license of Clayton Osborne.

The Professional Licensing Bureau of the State of lowa indicates no issues with the CPA license
of Duane Tolander.

In addition, a search of all of the above named stockholders, trustees, board members, officers,
employers, and health care affiliations revealed no matches on either the New York State
Medicaid Disqualified Provider List or the federal Office of the Inspector General’s Provider
Exclusion List.

The applicant proposes to serve the residents of the following counties from an office located at
7080 Commercial Drive, Canastota, New York 13032:

Madison Onondaga Cayuga
Oswego Jefferson Cortland

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care
Physical Therapy Occupational Therapy Speech-Language Pathology
Medical Social Services Nutrition Housekeeper

A seven (7) year review of the operations of the following facilities/agencies was performed as
part of this review (unless otherwise noted):

L. Woerner, Inc., d/b/a HCR / HCR Home Care

Bestcare, Inc. (2011 — Present)

HealthNow New York, Inc. (Managed Care Plan, 2002 — 2008)
DePaul Adult Care Communities, Inc. (2009 — Present)
DePaul Community Services, Inc. (2009 — Present)

The NYSDOH Division of Home and Community Based Services reviewed the compliance
history of the CHHAs and LHCSAs operated by L. Woerner, Inc., d/b/a HCR / HCR Home
Care, for the time period 2008 to present, and the LTHHCPs operated by L. Woerner, Inc.,
d/b/a HCR / HCR Home Care, for the time period May 2010 (establishment of the first HCR /
HCR Home Care LTHHCP) to present.

The Division of Home and Community Based Services also reviewed the compliance history
of the LHCSASs operated by Bestcare, Inc., for the time period 2011 (when Mr. Tolander
began serving as a Trustee of Bestcare’s Employee Stock Ownership Plan Trust) to present.

It has been determined that the L. Woerner, Inc., d/b/a HCR / HCR Home Care CHHAs,
LTHHCPs, and LHCSAs, plus the affiliated Bestcare, Inc., LHCSAs, have all exercised
sufficient supervisory responsibility to protect the health, safety and welfare of patients and to
prevent any recurrent code violations. These CHHAs, LTHHCPs, and LHCSAs have all been



in substantial compliance with all applicable codes, rules, and regulations, with no
enforcement or administrative action imposed.

The NYSDOH Division of Adult Care Facilities and Assisted Living Surveillance reviewed the
compliance history of the five (5) ACFs and ALPs located in New York State operated by
DePaul Adult Care Communities, Inc., for the time period April 2009 to present.

An enforcement action was taken in November, 2012, against Glenwell Adult Home /
Assisted Living Program in Cheektowaga, New York, based on a September 2011 inspection
citing violations in the area of Endangerment. A $25,000 civil penalty was imposed.

An enforcement action was taken in February, 2015, against Kenwell Adult Home / Assisted
Living Program in Kenmore, New York, based on September 2012, January 2013, and
August 2013 inspections citing violations in the area of Resident Services. A $10,000 civil
penalty was imposed.

An enforcement action was taken in October, 2011, against Woodcrest Commons Adult
Home / Assisted Living Program in Henrietta, New York, based on a July 2011 inspection
citing violations in the area of Endangerment in Supervision. A $1000 civil penalty was
imposed.

A second enforcement action was taken in November, 2012, against Woodcrest Commons
Adult Home / Assisted Living Program in Henrietta, New York, based on a November 2011
inspection citing violations in the area of Endangerment. A $4000 civil penalty was imposed.

A third enforcement action was taken in August, 2013, against Woodcrest Commons Adult
Home / Assisted Living Program in Henrietta, New York, based on August 2011, and
December 2011 inspections citing violations in the areas of Resident Services and Food
Services. An $1800 civil penalty was imposed.

The two (2) remaining New York State ACFs and ALPs operated by DePaul Adult Care
Communities, Inc., (Horizons Adult Home / Assisted Living Program, and Westwood Adult
Home) do not have any enforcement history to report. It has been determined that the five
(5) New York State ACFs and ALPs operated by DePaul Adult Care Communities, Inc., are
now in substantial compliance with all applicable codes, rules, and regulations, with no
additional enforcement or administrative actions imposed.

The NYSDOH Office of Health Insurance Program’s Bureau of Managed Care Certification and
Surveillance reviewed the compliance history of the affiliated HealthNow New York, Inc., for the
time period April 1, 2002 to April 10, 2008. It has been determined that this affiliated managed
care plan was in substantial compliance with all applicable codes, rules, and regulations, with no
enforcement or administrative action imposed, during that time period.

The New York State Office of Mental Health’s Bureau of Inspection and Certification reviewed the
compliance history of each of the affiliated mental health providers and residences located in New
York State operated within the corporate structure of DePaul Community Services, Inc., an
affiliate of DePaul Adult Care Communities, Inc., for the time period April 2009 to present. It has
been determined that the mental health providers and residences in New York State affiliated with
DePaul Community Services, Inc., were all in substantial compliance with all applicable codes,
rules, and regulations, with no enforcement sanctions or administrative action imposed, during
that time period.

Out of state compliance requests were sent to North Carolina for each of the twelve (12)
licensed ACFs/ALPs located in North Carolina that are operated by the affiliated DePaul
Adult Care Communities, Inc., for the time period April 2009 to present. An out of state
compliance request was also sent to South Carolina for the one (1) licensed ACF/ALP



located in South Carolina that is operated by the affiliated DePaul Adult Care Communities,
Inc., for the time period April 2009 to present.

South Carolina has reported that the one (1) licensed ACF/ALP located in South Carolina that
is operated by the affiliated DePaul Adult Care Communities, Inc., has had no enforcement
actions imposed within the previous twelve (12) months (the only reporting period South
Carolina provides) and is considered to be in good standing with the South Carolina
Department of Health and Environmental Control.

North Carolina has reported that only one (1) of the twelve (12) licensed ACFs/ALPs in North
Carolina that are operated by the affiliated DePaul Adult Care Communities, Inc., has had an
enforcement action since April 2009.

An enforcement action was taken in February, 2010, against Greenbrier Adult Home /
Assisted Living Program located in Fairmont, North Carolina, based on a January 2009
survey citing violations in the area of Medication Administration. A $2,000 civil penalty was
imposed.

The North Carolina Department of Health and Human Services reports that the remaining
eleven (11) licensed ACFs/ALPs located in North Carolina that are operated by the affiliated
DePaul Adult Care Communities, Inc., have had no enforcement actions imposed since April
2009.

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 10, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: GM Family Resources, Inc.
Address: Staten Island

County: Richmond

Structure: For-Profit Corporation

Application Number: 2521-L

Description of Project:

GM Family Resources, Inc., a business corporation, requests approval to obtain licensure as a
home care services agency under Article 36 of the Public Health Law.

The applicant has authorized 200 shares of stock which are owned as follows: Yue Mei Meng
owns 51 shares and Guo Ping Liu owns 49 shares. The remaining 100 shares are unissued.

The Board of Directors of GM Family Resources, Inc. comprises the following individuals:
Yue Mei Meng, HHA/PCA, President/Treasurer

New York State License in Nail Specialty

Owner/Manager, Garden Rose Nails, Inc.

HHA, LH Wellbeing Care, Inc.

Guo Ping Liu, HHA/PCA, Vice President/Secretary
Manager of Facility/Billing Director, LH Wellbeing Care, Inc.

A search of the individuals named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The New York State Home Care Registry indicates no issues with the licenses of the healthcare
professionals associated with this application.

The applicant proposes to serve the residents of the following counties from an office located at
1057 Olympia Boulevard, Staten Island, New York 10306:

Richmond Kings Queens
New York Bronx Nassau

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care

Physical Therapy Occupational Therapy Respiratory Therapy
Speech-Language Pathology Audiology Medical Social Services
Nutrition Homemaker Housekeeper

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation: Contingent Approval
Date: July 10, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Edira Family Home Care LLC
Address: Jamaica

County: Queens

Structure: Limited Liability Company

Application Number: 2546-L

Description of Project:

Edira Family Home Care LLC, a limited liability company, requests approval to obtain licensure as
a home care services agency under Article 36 of the Public Health Law.

The membership of Edira Family Home Care LLC comprises the following individuals:

Irina Korneyeva — 50%
Patient Service Coordinator, Geriatric Resource

Larisa Shusterman, RN — 50%
Director of Patient Services, Geriatric Resource

A search of the individuals named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The Office of the Professions of the State Education Department indicates no issues with the
license of the healthcare professional associated with this application.

The applicant proposes to serve the residents of the following counties from an office located at
82-08 135t Street, #3M, Jamaica, New York 11435:

Queens Kings New York
Bronx Richmond Nassau

The applicant proposes to provide the following health care services:
Nursing Home Health Aide Personal Care

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and
manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 26, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Exceptional Home Care Services Inc.
Address: Brooklyn

County: Kings

Structure: For-Profit Corporation

Application Number: 2573-L

Description of Project:

Exceptional Home Care Services Inc., a business corporation, requests approval to obtain licensure as a
home care services agency under Article 36 of the Public Health Law.

The applicant has authorized 200 shares of common stock which are owned as follows:
Esmira Yusufova, RN — 200 Shares
The following individual is the sole member of Board of Directors of Exceptional Home Care Services Inc.:

Esmira Yusufova, RN — President
Nurse Educator and Utilization Management Review Nurse, Village Care

Office of the Professions of the State Education Department indicates no issues with the licensure of the
health professional associated with this application.

A search of the individual named above revealed no matches on either the Medicaid Disqualified Provider
List or the OIG Exclusion List.

The applicant proposes to serve the residents of the following counties from an office located at 1825
Coney Island Avenue, 2™ FL FR Brooklyn, New York 11230:

Bronx Kings New York Queens
Richmond

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care

Review of the Personal Qualifying Information indicates that the applicant has the required character and
competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and manner

acceptable to the Department.

Recommendation:  Contingent Approval
Date: July 30, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Albemarle Terrace, Inc. d/b/a Terrace Home Care
Address: Brooklyn

County: Kings

Structure: For-Profit Corporation

Application Number: 2300-L

Description of Project:

Albemarle Terrace, Inc. d/b/a Terrace Home Care, a business corporation, requests approval to
obtain licensure as a home care services agency under Article 36 of the Public Health Law.

This LHCSA will be associated with the Assisted Living Program to be operated by Albemarle
Terrace, Inc. d/b/a Albemarle Terrace Assisted Living.

The applicant has authorized 200 shares of stock, which are owned as follows:
Moses J. Scharf — 200 shares

The Board of Directors of Albemarle Terrace, Inc. d/b/a Terrace Home Care is comprised by the
following individuals:

Moses J. Scharf — President/Board Member Elisa H. Stern, LCSW — Board Member

Owner/Operator, Ateret Avoth, LLC Director of Supportive Serviced Project for
Holocaust Survivors, Bikur Cholim Chesed
Organization

Joel E. Shafran — Secretary/Treasurer/Board Member Allen Spielman — Board Member
President/JM Management of N.Y. Corp. Administrator/Director of Operations, New
Century Home Care

Temi Fink — Board Member Eliyahu Scharf — Board Member
Director of Community Outreach, New Century Home Manager, Ateret Avoth, LLC
Care

The Office of the Professions of the State Education Department indicates no issues with the
licensure of the health professional associated with this application.

A search of the individuals named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The applicant proposes to serve the residents of the following counties from an office located at
385 McDonald Avenue, Brooklyn, New York 11219.

Bronx Kings New York Richmond
Queens

The applicant proposes to provide the following health care services:
Nursing Home Health Aide Personal Care Occupational Therapy

Respiratory Therapy  Physical Therapy Audiology Medical Social Services
Nutrition Homemaker Housekeeper Speech Language Pathology



Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: July 27, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Samuel Konig d/b/a Park Inn Home Care
Address: Rockaway Park

County: Queens

Structure: Sole Proprietorship

Application Number: 2605-L

Description of Project:

Samuel Konig d/b/a Park Inn Home Care, a sole proprietorship, requests approval to obtain
licensure as a home care services agency under Article 36 of the Public Health Law.

This LHCSA will be associated with the Assisted Living Program to be operated by Samuel Konig
d/b/a Park Inn Assisted Living.

The sole proprietor of Samuel Konig d/b/a Park Inn Home Care is the following individual:

Samuel Konig
Owner/Operator, Park Inn Home (Adult Home, 1978 — Present)

A search of the individual named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The applicant proposes to serve the residents of the following counties from an office located at
115-02 Ocean Promenade, Rockaway Park, New York 11694:

Queens Bronx Kings
New York Richmond Nassau

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care

Physical Therapy Occupational Therapy Respiratory Therapy
Speech-Language Pathology Audiology Medical Social Services
Nutrition Homemaker Housekeeper

A seven (7) year review of the operations of the following facilities/ agencies was performed as
part of this review (unless otherwise noted):

Park Inn Home

The information provided by the Division of Adult Care Facilities and Assisted Living Surveillance
has indicated that the applicant has provided sufficient supervision to prevent harm to the health,
safety and welfare of residents and to prevent recurrent code violations.

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and
manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: July 17, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Azor Care at Home, Inc. d/b/a Azor Home Care
Address: New Rochelle

County: Westchester

Structure: Not-for-Profit

Application Number: 2158-L

Description of Project:

Azor Care at Home, Inc. d/b/a Azor Home Care, a not-for-profit corporation, requests approval for
a change in ownership of a licensed home care services agency under Article 36 of the Public
Health Law.

Azor Home Care, Inc., a business corporation, was previously approved as a home care services
agency by the Public Health Council at its March 20, 1998 meeting and subsequently licensed as
0587L001 on June 18, 1999. Approval is sought for the conveyance of the interests in Azor
Home Care, Inc. including the operations of the Licensed Home Care Services Agency to Azor
Care at Home, Inc. All other aspects of the operations will remain the same.

Azor Care at Home, Inc. previously received approval by the Public Health Council for the change
of ownership from the Azor Home Care, Inc. to Azor Care at Home, Inc. at the May 8, 2009 Public
Health Council meeting under application number 1699L. The applicant did not finalize the
approval with the regional office and that application was withdrawn from consideration.

The proposed Board of Directors of Azor Care at Home, Inc. d/b/a Azor Home Care is comprised
of the following individuals:

Rita C. Mabli, LNHA, President Michael R. Rozen, Chairman
President/CEO, United Hebrew Geriatric Retired
Center

Affiliations:
Affiliations: United Hebrew Geriatric Center
United Hebrew Geriatric Center (2002 — Present)
(2007 — Present)
Malcolm H. Lazarus, Vice Chairman Donald Duberstein, Secretary
Chairman, Polished Metals Ltd, Inc. President, The Duberstein Organization, Ltd.
Affiliations: Affiliations:
United Hebrew Geriatric Center United Hebrew Geriatric Center
(1981 — Present) (1978 — Present)

Linda Forman, Treasurer
Senior Advisor to the President, United Hebrew
Geriatric Center

The Bureau of Professional Credentialing has indicated that the Licensed Nursing Home
Administrator associated with this application holds a Nursing Home Administrator license in good
standing and the Board of Examiners of Nursing Home Administrators has never taken
disciplinary action against this individual or their license.

A search of the individuals named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.




The applicant proposes to continue to serve the residents of the following counties from an office
located at 391 Pelham Road, New Rochelle, New York 10805:

New York Kings Queens
Bronx Richmond Westchester

The applicant proposes to continue to provide the following health care services:

Nursing Home Health Aide Personal Care
Physical Therapy Occupational Therapy Speech-Language Pathology

A seven (7) year review of the operations of the following facilities/agencies was performed as
part of this review (unless otherwise noted):

United Hebrew Geriatric Center

The information provided by the Bureau of Quality Assurance for Nursing Homes has indicated
that the residential health care facility reviewed has provided sufficient supervision to prevent
harm to the health, safety and welfare of residents and to prevent recurrent code violations.

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 24, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Marquis Home Care, LLC
Address: Bardonia

County: Rockland

Structure: Limited Liability Company
Application Number: 2188L

Description of Project:

Marquis Home Care, LLC, a limited liability company, requests approval for a change in
ownership of a licensed home care services agency under Article 36 of the Public Health Law.

All Pro Home & Health Care Services, Inc. was previously approved as a home care services
agency by the Public Health Council at its July 21, 2005 meeting and subsequently licensed as
9655L001 and 9655L002. Subsequently, All Pro Home & Health Care Services, Inc submitted
LHCSA application number 1842L for a change in stock ownership which was contingently
approved by the Public Health and Health Planning Council at the June 16, 2011 meeting, but the
applicant never finalized the approval process for this change of ownership.

Marquis Home Care, LLC entered into a management agreement with All Pro Home & Health
Care Services, Inc. which has been approved by the Department of Health.

The members of Marquis Home Care, LLC are:

Eric Newhouse, Esq. — 75% Neil Zelman — 25%

CEO, MedWiz Solutions Chief of Operations, Adult Care Management, LLC
Affiliations: Affiliations:

The Eliot at Erie Station ALP (2007-present) The Eliot at Erie Station ALP (2011-present)

The Eliot at Catskill (8/2010- present) The Eliot at Catskill (8/2010- present)

A search of the individuals named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

A Certificate of Good Standing has been received for Eric Newhouse, Esq.

The applicant proposes to serve the residents of the counties indicated below from offices located
at the addresses specified.

230 North Main St., Spring Valley, NY 10977
Rockland Orange Nassau Suffolk
440 Beach 21st St., Far Rockaway, NY 11691

Queens Kings New York
Bronx Richmond Westchester

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care
Physical Therapy Respiratory Therapy Occupational Therapy
Speech-Language Pathology Nutrition Homemaker

Housekeeper



A seven (7) year review of the operations of the following facilities/ agencies was performed as
part of this review (unless otherwise noted):

The Eliot at Erie Station ALP
The Eliot at Catskill (8/2010 to present)

The Eliot at Erie Station was fined ten thousand dollars ($10,000) pursuant to a stipulation and
order dated July 6, 2010 for inspection findings of September 29, 2009 for violations of Article 7 of
the Social Services Law and 18 NYCRR 487 Standards for Adult Homes.

The information provided by the Division of Adult Care Facilities and Assisted Living Surveillance
unit has indicated that the applicant has provided sufficient supervision to prevent harm to the
health, safety and welfare of residents and to prevent recurrent code violations.

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and
manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 25, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Paramount Homecare Agency, Inc.
Address: Brooklyn

County: Kings

Structure: For-Profit Corporation

Application Number: 2436-L

Description of Project:

Paramount Homecare Agency, Inc. a business corporation, requests approval for a change in
ownership of a licensed home care services agency under Article 36 of the Public Health Law.

Paramount Homecare Agency, Inc. was previously approved as a home care services agency by
the Public Health and Health Planning Council at its December 8, 2011 meeting and
subsequently licensed 1952L001. At that time it was owned as follows: Michael Pinter — 100
Shares and Reuben Grabel — 100 Shares.

Through a Stock Purchase Agreement, Roman Offengeym will become the sole stock holder of
Paramount Homecare Agency, Inc.

The applicant has authorized 200 shares of stock, which will be owned as follows:
Roman Offengeym, LPN — 200 Shares

The following individual will be the sole member of Board of Directors of Paramount Homecare
Agency, Inc.:

Roman Offengeym, LPN — President/Secretary
Administrator, Paramount Home Care Agency, Inc.

The Office of the Professions of the State Education Department indicate no issues with the
licensure of the health professional associated with this application.

A search of the individual named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The applicant proposes to continue to serve the residents of the following counties from an office
located at 1711 Kings Highway, Suite 2, Brooklyn, New York 11229.

Kings Queens Bronx
New York Richmond Nassau

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care Medical Social Services
Occupational Therapy = Homemaker Housekeeper Speech-Language Pathology
Physical Therapy Nutrition

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and
manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: July 17, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Kirenaga Home Care Manhattan, Inc. d/b/a Synergy HomeCare
Address: New York

County: New York

Structure: For-Profit Corporation

Application Number: 2441-L

Description of Project:

Kirenaga Home Care Manhattan, Inc. d/b/a Synergy HomeCare, a business corporation, requests
approval for a change in ownership of a licensed home care services agency under Article 36 of
the Public Health Law.

SonicLeibs, Inc. was previously approved as a home care services agency by the Public Health
and Health Planning Council at its February 7, 2013 meeting and subsequently licensed as
1979L001. At thattime SonicLeibs, Inc. d/b/a Synergy HomeCare was solely owned by David S.
Muson.

The applicant has authorized 200 shares of stock which are solely owned by Kirenaga Home
Care, LLC.

The Board of Directors of Kirenaga Home Care Manhattan, Inc. comprises the following
individual:

David Muson, President

FINRA, Series 7, 63, 79

Operator, SonicLiebs d/b/a Synergy HomeCare

Affiliations:

SonicLiebs d/b/a Synergy HomeCare (2013 — Present)

Synergy HomeCare of Hudson County (2011 — 2014)

The membership of Kirenaga Home Care, LLC comprises the following:

Kirenaga Partners, LLC — 99% David Muson — 1%
Disclosed Above

The membership of Kirenaga Partners, LLC comprises the following:

Kirenaga Management, LLC — 30% Solely Economic Investors — 70%
Non-Voting/Non-Operating members

The membership of Kirenaga Management, LLC comprises the following:

Kirenaga, Inc. — 33.33% David Muson, Inc. — 33.33%
Disclosed Above

Berland Investments Incorporated — 33.33%
Kirenaga, Inc. has authorized 1,500 shares of stock which are solely owned by David Scalzo.
The Board of Directors of Kirenaga, Inc. comprises the following individual:

David Scalzo, MBA
Founder/President, Kirenaga Partners, LLC

David Muson, Inc. has authorized 200 shares of stock, which are solely owned by David Muson.

The Board of Directors of David Muson, Inc. comprises the following individual:



David Muson
Disclosed Above

Berland Investments Incorporated has authorized 1,000 shares of stock, which are solely owned
by Terrance Berland.

The Board of Directors of Berland Investments Incorporated comprises the following individual:

Terrance Berland, MBA
Former Senior Management Associate, Bridgewater Associates, LP

Affiliations:
Stamford Health System (2003 — 2009, 2014 — Present)

A search of the individuals named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The applicant proposes to serve the residents of the following counties from an office located at
575 Lexington Avenue, New York, New York 10022:

New York Bronx Queens
Kings Richmond Westchester

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care

Physical Therapy Occupational Therapy Speech-Language Pathology
Medical Social Services Nutrition Homemaker

Housekeeper

A seven (7) year review of the operations of the following facilities/ agencies was performed as
part of this review (unless otherwise noted):

SonicLiebs d/b/a Synergy HomeCare (2013 — Present)
Synergy HomeCare of Hudson County (2011 — 2014, New Jersey)
Stamford Health System (2008 — 2009, 2014 — Present, Connecticut)

The information provided by the Division of Home and Community Based Services has indicated
that home care agency has provided sufficient supervision to prevent harm to the health, safety
and welfare of residents and to prevent recurrent code violations.

The information provided by the New Jersey Office of the Attorney General, Division of Consumer
Affairs Office of Consumer Protection has indicated that Synergy HomeCare of Hudson County
has provided sufficient supervision to prevent harm to the health, safety and welfare of residents
and to prevent recurrent code violations.

The information provided by the State of Connecticut Department of Public Health, Division of
Health Systems Regulation indicated that there were not any enforcement actions and the
Stamford Health System has provided sufficient supervision to prevent harm to the health, safety
and welfare of residents and to prevent recurrent code violations.

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: September 8, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: CareGuardian, Inc. d/b/a Hometeam
Address: New York

County: New York

Structure: For-Profit Corporation

Application Number: 2501-L

Description of Project:

CareGuardian, Inc. d/b/a Hometeam, a Delaware business corporation, requests approval for a change in
ownership of a licensed home care services agency under Article 36 of the Public Health Law.

New Universal Home Care, Inc. was previously approved as a home care services agency by the Public
Health and Health Planning Council at its October 6, 2011 meeting and subsequently licensed 1764L001.
At that time it was owned as follows: Felix Salinas — 200 Shares.

CareGuardian, Inc. d/b/a Hometeam has obtained a Certificate of Authority to Do Business in New York
State from the New York State Department of State.

The applicant has authorized 2,930,052 shares of stock of which 1,500,000 shares are Common Stock.
1,072,909 shares are Preferred Stock and 357,143 Employee Incentive Stock Options which are owned
as follows:

Josh M. Bruno — 1,200,000 Shares Common Stock Akash A. Shah — 300,000 Shares Common Stock

Lux Capital LP — 515,855 Shares Preferred Stock IA Ventures Strategies Fund Il LP — 533,509 Shares
Preferred Stock

In addition, the applicant has authorized 357,143 shares of Employee Incentive Stock Options with
91,124 issued with the remaining 266,019 shares unissued. No individuals owns 10% or more of the
issued shares.

The Managing Partner of IA Ventures Strategies Fund Il LP is:

Bradford W. Gillespie

The Principal of Lux Capital LP is:

Adam L. Goulburn, Ph.D.

The proposed Board of Directors of CareGuardian, Inc. d/b/a Hometeam comprises the following
individuals:

Josh M. Bruno — President Akash A. Shah

Co-Founder and CEO, CareGuardian, Inc. Co-Founder and COO, CareGuardian, Inc.
Operations Consultant, Home Care Agency Operations & IT Consultant, Healthcare Services
Consultant Consultant

Bradford W. Gillespie — Board Member Adam L. Goulburn, Ph.D. — Board Member
Managing Partner, |A Ventures Strategies Principal, Lux Capital LP

Fund Il, LP

A search of the individuals named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The response received from the New Jersey Office of the Attorney General, Division of Consumer Affairs,
Office of Consumer Protection Responses indicated that CareGuardian, Inc. is currently active and that
they have exercised sufficient supervisory responsibility to protect the health, safety and welfare of
patients.



The applicant disclosed that they have recently been granted a home care agency license in the State of
Pennsylvania in preparation to begin operations in 2015.

The applicant proposes to continue to serve the residents of the following counties from an office located
at 740 Broadway #1203, New York, New York 10003.

New York Kings Queens Bronx Richmond
The applicant proposes to provide the following health care services:

Nursing Personal Care Homemaker

Review of the Personal Qualifying Information indicates that the applicant has the required character and
competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and manner
acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 18, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Better Choice Home Care, Inc.
Address: Brooklyn

County: Kings

Structure: For-Profit Corporation
Application Number: 2542-L

Description of Project:

Better Choice Home Care, Inc., a business corporation, requests approval for a change in ownership of a
licensed home care services agency under Article 36 of the Public Health Law.

Reliable Choice Home Health Care, Inc. was previously approved as a home care services agency by the
Public Health and Health Planning Council at its August 4, 2011 meeting and was subsequently licensed
as 1737L001.

The applicant has authorized 200 Shares of stock which are owned as follows:

David Li — 200 Shares

The Board of Directors of Better Choice Home Care, Inc. is comprised of the following individual:

David Li, CEO/President/Director
Licensed Acupuncturist, D.L. Acupuncture

A search for David Li named above revealed no matches on either the Medicaid Disqualified Provider List
or the OIG Exclusion List.

The Office of the Professions of the State Education Department indicates no issues with the licensure of
the health professional associated with this application.

The applicant proposes to continue to serve the residents of the following counties from an office located
at 7104 18" Avenue, Brooklyn, New York 11204:

Bronx Kings New York Queens
Richmond Nassau

The applicant proposes to continue to provide the following health care services:

Nursing Home Health Aide Personal Care Medical Social Services
Occupational Therapy  Respiratory Therapy Audiology Speech-Language Pathology
Physical Therapy Nutrition Homemaker Housekeeper

Review of the Personal Qualifying Information indicates that the applicant has the required character and
competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and manner

acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 18, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: All Boro Home Care, Inc.
Address: Flushing

County: Queens

Structure: For-Profit Corporation
Application Number: 2547-L

Description of Project:

All Boro Home Care, Inc., a business corporation, requests approval for a change in ownership of a
licensed home care services agency under Article 36 of the Public Health Law.

YWCA of Queens, Inc. d/b/a Y Evergreen Care, a not-for-profit corporation, was previously approved as a
home care services agency by the Public Health Council at its March 2, 2007 meeting and subsequently
licensed 1467L001.

Through a Purchase and Sale Agreement the applicant proposes to purchase the Licensed Home Care
Services Agency currently operated by YWCA of Queens, Inc. d/b/a Y Evergreen Care

The applicant has authorized 200 Shares of stock which are owned as follows:

Yong Ho Lee — 10 Shares

190 shares remain unissued.

The Board of Directors of All Boro Home Care, Inc.is comprised of the following individual:

Yong Ho Lee — Director
President, X-Treme Care, LLC

Affiliations:
e X-Treme Care, LLC (LHCSA)
e Agewell New York, Inc. (MLTCP)
e Cassena at Norwalk (CT — Nursing and Rehab Facility: 2010 - Present)

A search for Yong Ho Lee named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

A seven (7) year review of the operations of the following facilities was performed as part of this review
(unless otherwise noted):

e X-Treme Care, LLC (LHCSA)
e Agewell New York, Inc. (MLTCP)
e Cassena at Norwalk (CT — Nursing and Rehab Facility: 2010 - Present)

The information provided by the Office of Managed Care has indicated that the MLTC plan has provided
sufficient supervision to prevent harm to the health, safety and welfare of patients and to prevent
recurrent code violations.

The information provided by the Division of Home and Community Based Services has indicated that the
home care agency has provided sufficient supervision to prevent harm to the health, safety and welfare of
residents and to prevent recurrent code violations.

The information provided by the State of Connecticut, Department of Public Health, Facility Licensing and
Investigation Section has indicated that Cassena at Norwalk holds a current valid license and that all
license entities must adhere to a minimum standard dictated by the Public Health Care of the State of
Connecticut.



The applicant proposes to serve the residents of the following counties from an office located at 149-06
41st Avenue, 2™ Floor, Flushing, New York 11355:

Bronx Kings New York Queens
Richmond Westchester

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care Speech-Language Pathology
Occupational Therapy  Physical Therapy Homemaker Housekeeper

Review of the Personal Qualifying Information indicates that the applicant has the required character and
competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and manner
acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 21, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Surfside Manor Home for Adults Licensed Home Care Services Agency,
LLC d/b/a ExtraCare Home Care Agency

Address: Rockaway Beach

County: Queens

Structure: Limited Liability Company

Application Number: 2554-L

Description of Project:

Surfside Manor Home for Adults Licensed Home Care Services Agency, LLC d/b/a ExtraCare Home Care
Agency, a limited liability company, requests approval for a change in ownership of a licensed home care
services agency under Article 36 of the Public Health Law.

Surfside Manor Home for Adults Licensed Home Care Services Agency, LLC d/b/a ExtraCare Home Care
Agency was previously approved as a home care services agency by the Public Health Council at its May
16, 2003 meeting and subsequently licensed 1150L001. At that time the membership of the LLC
consisted of Bert Fried and Tividar Marcovici with both individuals owning a 50% membership interest.
Subsequently, the agency submitted a Transfer of Ownership Interest Notice in which 9.9% of
membership was transferred to Daniel Lifschutz. Therefore, the current membership of this LLC is Bert
Fried — 45.05%, Tividar Marcovici — 45.05% and Daniel Lifschutz — 9.9%. The purpose of the application
is transfer the remaining 90.9% ownership interest to Mr. Lifschutz

The proposed sole member of Surfside Manor Home for Adults Licensed Home Care Services Agency,
LLC d/b/a ExtraCare Home Care Agency is as follows:

Daniel Lifschutz
Director: Overseeing Operations, Surfside Manor Home for Adults Licensed Home Care Services
Agency, LLC d/b/a ExtraCare home Care Agency

Affiliations:
e Kings Adult Care Center (February 2010 — Present)
e Promenade Rehabilitation and Health Care Center (July 2007 — Present)

A search of the individual named above revealed no matches on either the Medicaid Disqualified Provider
List or the OIG Exclusion List.

A seven year review was conducted for the following healthcare facilities:

e Kings Adult Care Center (February 2010 — Present)

e Promenade Rehabilitation and Health Care Center (July 2007 — Present)

e Surfside Manor Home for Adults Licensed Home Care Services Agency, LLC d/b/a ExtraCare
Home Care Agency (January 27, 2015 — Present)

The information provided by the Division of Home and Community Based Services has indicated that the
applicant has provided sufficient supervision to prevent harm to the health, safety and welfare of residents
and to prevent recurrent code violations.

The information provided by the Division of Assisted Living has indicated that the applicant has provided
sufficient supervision to prevent harm to the health, safety and welfare of residents and to prevent
recurrent code violations.

The Information provided by the Bureau of Quality Assurance for Nursing Homes has indicated that the
residential health care facilities reviewed have provided sufficient supervision to prevent harm to the
health, safety and welfare of residents and to prevent recurrent code violations.



The applicant proposes to continue to serve the residents of the following counties from an office located
at 214 Beach 96" Street, Rockaway Beach, New York 11693.

Bronx Nassau New York Kings
Queens Richmond

The applicant proposes to continue to provide the following health care services:

Nursing Home Health Aide Personal Care Medical Social Services
Occupational Therapy  Physical Therapy Nutrition Speech-Language Pathology

Review of the Personal Qualifying Information indicates that the applicant has the required character and
competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and manner
acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 6, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Hakuna, Inc.
Address: New York

County: New York

Structure: For-Profit Corporation

Application Number: 2592-L

Description of Project:

Hakuna, Inc., a Delaware business corporation, requests approval for a change in ownership of a
licensed home care services agency under Article 36 of the Public Health Law.

Finest Home Care Corp. was previously approved as a home care services agency by the Public
Health and Health Planning Council at its December 6, 2012 meeting and subsequently licensed
as 1663L001.

The applicant has authorized 10,000,000 shares of stock, which are owned as follows: Kevin Liu
owns 1,668,000 shares and the remaining 8,332,000 shares are unissued.

The Board of Directors of Hakuna, Inc. comprises the following individual:

Kevin Liu, MBA, Chairman
Owner/Operator, Hakuna, Inc. (Companion Care Agency, 2014 — Present)

A search of the individual named above revealed no matches on either the Medicaid Disqualified
Provider List or the OIG Exclusion List.

The applicant proposes to serve the residents of the following counties from an office located at
550 West 45t Street, #243, New York, New York 10036:

New York Kings Queens
Bronx Richmond Westchester

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care

Physical Therapy Occupational Therapy Respiratory Therapy
Speech-Language Pathology Audiology Medical Social Services
Nutrition Homemaker Housekeeper

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: September 3, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: L. Woerner, Inc.d/b/a HCR/HCR Home Care
Address: Batavia

County: Genesee

Structure: For-Profit Corporation

Application Number: 2606-L

Description of Project:

L. Woerner, Inc. d/b/a HCR/HCR Home Care, a business corporation, requests approval for a
change in ownership of a licensed home care services agency under Article 36 of the Public
Health Law.

L. Woerner, Inc. d/b/a HCR was previously approved as a home care services agency by the
Public Health Council at its October 3, 2006 meeting and subsequently licensed as 1477L001
and 14771L002.

L. Woerner, Inc. d/b/a HCR requests approval to add Duane Tolander as a new trustee for their
Employee Stock Ownership Plan Trust and to update the current status of the corporation’s
stockholders, officers, board members and trustees. Mr. Tolander would be an independent
trustee, in that he will not also be a stockholder, director, officer, or employee of L. Woerner, Inc.,
thereby removing any possible conflicts of interest with respect to his management and
investment decisions for the funds held in the Employee Stock Ownership Plan Trust. Mr.
Tolander is also currently a trustee of the Bestcare, Inc. (LHCSA) Employee Stock Ownership
Plan Trust, as approved by PHHPC in 2011. The current proposal also updates the current
assumed name (d/b/a) of the corporation, by adding a new additional assumed name (d/b/a) HCR
Home Care, to the existing assumed name (d/b/a) HCR.

The corporation L. Woerner, Inc., d/b/a HCR / HCR Home Care, is currently authorized 4,000,000
shares of stock, with 2,464,344 shares of stock currently issued, and the remaining 1,535,656
shares of stock currently held in Treasury as non-unissued shares. Of the 2,464,344 shares of
stock currently issued, the stockholders and stock distribution are as follows:

Employee Stock Ownership Plan Trust — 1,749,604 shares (71.00%)
Louise Woerner — 230,180 shares (9.34%)

Don H. Kollmorgen — 233,824 shares (9.49%)

Lawrence Peckham — 248,236 shares (10.07%)

Clayton Osborne — 2,500 shares (0.10%)

The Trustees of the Employee Stock Ownership Plan Trust (71.00 % stockholder) will be as
follows:

Louise Woerner Duane E. Tolander, CPA (lowa)

Chief Executive Officer, L. Woerner, Inc., d/b/a Partner / Managing Director, HDH Advisors, LLC,
HCR / HCR Home Care (CHHA, LTHHCP, and West Des Moines, lowa (Financial Advisory
LHCSA) Services / Professional Consulting / Corporate and
Affiliations: HealthNow New York, Inc., Buffalo Business Valuations / Litigation Support); Trustee,
(Managed Care Plan) — 4/1/02 to 4/10/08 Bestcare, Inc. (LHCSA) Employee Stock

Ownership Plan Trust

The members of Board of Directors of L. Woerner, Inc., d/b/a HCR / HCR Home Care, are as
follows:



Louise Woerner, Chairperson, Secretary, Treasurer Don H. Kollmorgen (9.49% stockholder)
(9.34% stockholder) Retired
Disclosed above

Lawrence L. Peckham (10.07% stockholder) Joseph J. Castiglia, CPA
Retired Retired

Clayton H. Osborne, MSW, LCSW (0.10%
stockholder)

Retired Vice President of Human Resources and
Talent Management, Bausch and Lomb (Vision
Products Manufacturer)

An additional officer of L. Woerner, Inc., d/b/a HCR / HCR Home Care, who is neither a
stockholder, trustee, nor board member, is as follows:

Mary Elizabeth Zicari, RN
President / Administrator, L. Woerner, Inc., d/b/a
HCR / HCR Home Care (CHHA, LTHHCP, and
LHCSA)

Affiliation: DePaul Adult Care Communities, Inc.,
Rochester (licensed ACFs/ALPs, in New York
State, North Carolina, and South Carolina) — April
2009 to present

The Office of the Professions of the New York State Education Department indicates no issues
with the RN license of Mary Elizabeth Zicari, the CPA license of Joseph Castiglia, or the LCSW
license of Clayton Osborne.

The Professional Licensing Bureau of the State of lowa indicates no issues with the CPA license
of Duane Tolander.

In addition, a search of all of the above named stockholders, trustees, board members, officers,
employers, and health care affiliations revealed no matches on either the New York State
Medicaid Disqualified Provider List or the federal Office of the Inspector General’s Provider
Exclusion List.

The applicant proposes to serve the residents of the following counties from an office located at
211 East Main Street, Batavia, New York 14020:

Genesee Monroe Orleans
Wyoming

85 Metro Park, Rochester, New York 14623:

Monroe Livingston Ontario
Orleans Wayne

The applicant proposes to provide the following health care services:

Nursing Home Health Aide Personal Care
Physical Therapy Occupational Therapy Respiratory Therapy
Speech-Language Pathology Medical Social Services Nutrition

Medical Equipment and
Supplies



A seven (7) year review of the operations of the following facilities/agencies was performed as
part of this review (unless otherwise noted):

L. Woerner, Inc., d/b/a HCR / HCR Home Care

Bestcare, Inc. (2011 — Present)

HealthNow New York, Inc. (Managed Care Plan, 2002 — 2008)
DePaul Adult Care Communities, Inc. (2009 — Present)
DePaul Community Services, Inc. (2009 — Present)

The NYSDOH Division of Home and Community Based Services reviewed the compliance
history of the CHHAs and LHCSAs operated by L. Woerner, Inc., d/b/a HCR / HCR Home
Care, for the time period 2008 to present, and the LTHHCPs operated by L. Woerner, Inc.,
d/b/a HCR / HCR Home Care, for the time period May 2010 (establishment of the first HCR /
HCR Home Care LTHHCP) to present.

The Division of Home and Community Based Services also reviewed the compliance history
of the LHCSASs operated by Bestcare, Inc., for the time period 2011 (when Mr. Tolander
began serving as a Trustee of Bestcare’s Employee Stock Ownership Plan Trust) to present.

It has been determined that the L. Woerner, Inc., d/b/a HCR / HCR Home Care CHHAs,
LTHHCPs, and LHCSAs, plus the affiliated Bestcare, Inc., LHCSAs, have all exercised
sufficient supervisory responsibility to protect the health, safety and welfare of patients and to
prevent any recurrent code violations. These CHHAs, LTHHCPs, and LHCSAs have all been
in substantial compliance with all applicable codes, rules, and regulations, with no
enforcement or administrative action imposed.

The NYSDOH Division of Adult Care Facilities and Assisted Living Surveillance reviewed the
compliance history of the five (5) ACFs and ALPs located in New York State operated by
DePaul Adult Care Communities, Inc., for the time period April 2009 to present.

An enforcement action was taken in November, 2012, against Glenwell Adult Home /
Assisted Living Program in Cheektowaga, New York, based on a September 2011 inspection
citing violations in the area of Endangerment. A $25,000 civil penalty was imposed.

An enforcement action was taken in February, 2015, against Kenwell Adult Home / Assisted
Living Program in Kenmore, New York, based on September 2012, January 2013, and
August 2013 inspections citing violations in the area of Resident Services. A $10,000 civil
penalty was imposed.

An enforcement action was taken in October, 2011, against Woodcrest Commons Adult
Home / Assisted Living Program in Henrietta, New York, based on a July 2011 inspection
citing violations in the area of Endangerment in Supervision. A $1000 civil penalty was
imposed.

A second enforcement action was taken in November, 2012, against Woodcrest Commons
Adult Home / Assisted Living Program in Henrietta, New York, based on a November 2011
inspection citing violations in the area of Endangerment. A $4000 civil penalty was imposed.

A third enforcement action was taken in August, 2013, against Woodcrest Commons Adult
Home / Assisted Living Program in Henrietta, New York, based on August 2011, and
December 2011 inspections citing violations in the areas of Resident Services and Food
Services. An $1800 civil penalty was imposed.

The two (2) remaining New York State ACFs and ALPs operated by DePaul Adult Care
Communities, Inc., (Horizons Adult Home / Assisted Living Program, and Westwood Adult
Home) do not have any enforcement history to report. It has been determined that the five
(5) New York State ACFs and ALPs operated by DePaul Adult Care Communities, Inc., are



now in substantial compliance with all applicable codes, rules, and regulations, with no
additional enforcement or administrative actions imposed.

The NYSDOH Office of Health Insurance Program’s Bureau of Managed Care Certification and
Surveillance reviewed the compliance history of the affiliated HealthNow New York, Inc., for the
time period April 1, 2002 to April 10, 2008. It has been determined that this affiliated managed
care plan was in substantial compliance with all applicable codes, rules, and regulations, with no
enforcement or administrative action imposed, during that time period.

The New York State Office of Mental Health’s Bureau of Inspection and Certification reviewed the
compliance history of each of the affiliated mental health providers and residences located in New
York State operated within the corporate structure of DePaul Community Services, Inc., an
affiliate of DePaul Adult Care Communities, Inc., for the time period April 2009 to present. It has
been determined that the mental health providers and residences in New York State affiliated with
DePaul Community Services, Inc., were all in substantial compliance with all applicable codes,
rules, and regulations, with no enforcement sanctions or administrative action imposed, during
that time period.

Out of state compliance requests were sent to North Carolina for each of the twelve (12)
licensed ACFs/ALPs located in North Carolina that are operated by the affiliated DePaul
Adult Care Communities, Inc., for the time period April 2009 to present. An out of state
compliance request was also sent to South Carolina for the one (1) licensed ACF/ALP
located in South Carolina that is operated by the affiliated DePaul Adult Care Communities,
Inc., for the time period April 2009 to present.

South Carolina has reported that the one (1) licensed ACF/ALP located in South Carolina that
is operated by the affiliated DePaul Adult Care Communities, Inc., has had no enforcement
actions imposed within the previous twelve (12) months (the only reporting period South
Carolina provides) and is considered to be in good standing with the South Carolina
Department of Health and Environmental Control.

North Carolina has reported that only one (1) of the twelve (12) licensed ACFs/ALPs in North
Carolina that are operated by the affiliated DePaul Adult Care Communities, Inc., has had an
enforcement action since April 2009.

An enforcement action was taken in February, 2010, against Greenbrier Adult Home /
Assisted Living Program located in Fairmont, North Carolina, based on a January 2009
survey citing violations in the area of Medication Administration. A $2,000 civil penalty was
imposed.

The North Carolina Department of Health and Human Services reports that the remaining
eleven (11) licensed ACFs/ALPs located in North Carolina that are operated by the affiliated
DePaul Adult Care Communities, Inc., have had no enforcement actions imposed since April
2009.

Review of the Personal Qualifying Information indicates that the applicant has the required
character and competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and

manner acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 10, 2015



Licensed Home Care Services Agency
Character and Competence Staff Review

Name of Agency: Allcare Family Services, Inc.
Address: Buffalo

County: Erie

Structure: For-Profit Corporation
Application Number: 151264-E

Description of Project:

Allcare Family Services, Inc., a business corporation, requests approval for a change in ownership of a
licensed home care services agency under Article 36 of the Public Health Law.

Allcare Family Services, Inc. was previously approved as a home care services agency by the Public
Health Council at its May 23, 1986 meeting and subsequently licensed 0067L001. At that time Joseph
LoTempio and Joseph Mosey Jr. each owned 25 shares of stock.

Joseph LoTempio died April 25, 2013 and left his shares of stock to Laura Macy in his Last Will and
Testament. Joseph Mosey, Jr. died October 10, 2014 and his shares went to his estate per his Last Will
and Testament. The executor of the Estate of Joseph Mosey Jr. advised that they are not interested in
staying in the home health care business and proposed that Laura Macy purchase the stock.

The applicant has authorized 200 shares of stock which will be owned as follows:

Laura A. Macy — 50 Shares
Administrator, Officer — Allcare Family Services, Inc.

150 shares of stock remain unissued.
The following individual is the sole member of Board of Directors of Allcare Family Services, Inc.,

Laura A. Macy — President/Secretary/Treasurer
(Previously Disclosed)

A search of the individual named above revealed no matches on either the Medicaid Disqualified Provider
List or the OIG Exclusion List.

The applicant proposes to continue to serve the residents of Erie County from an office located at 625
Delaware Avenue Suite 150, Buffalo, New York 14202.

The applicant proposes to continue to provide the following health care services:

Nursing Home Health Aide Personal Care Housekeeper

Review of the Personal Qualifying Information indicates that the applicant has the required character and
competence to operate a licensed home care services agency.

Contingency
Submission of any and all information requested by the Division of Legal Affairs, in a form and manner

acceptable to the Department.

Recommendation:  Contingent Approval
Date: August 31, 2015



STATE OF NEW YORK - DEPARTMENT OF HEALTH

MEMORANDUM

TO: Public Health and Health Planning Council
FROM: Richard Zahnleﬁ%eneral Counsel
DATE: September 11, 2015

SUBJECT: Proposed Certificate of Amendment of the Certificate of Incorporation of Housing
Works Health Services III, Inc.

Attached is the proposed Certificate of Amendment of the Certificate of Incorporation of
Housing Works Health Services III, Inc. This not-for-profit corporation seeks approval to change
its name to “Housing Works Community Healthcare, Inc.” The corporation also seeks approval
to include additional purposes. Public Health and Health Planning Council approval for the
certificate of amendment is therefore required by Not-for-Profit Corporation Law § 804 (a) and
10 NYCRR § 600.11 (a) (2).

The Department has no objection to the proposed name change, and the proposed
Certificate of Amendment is in legally acceptable form.

Attachments



99 Washinglon Ave., Ste. 8054, Albany, NY 12210
800-717-2810 « 518-465-9242 - 518-465-7883 {fax)
nick@delaneycorporate.com

An Affifiate of Nalional Registered Agents, Inc.

“For service as good as gold”

July 8, 2015

STATE OF NEW YORK DEPARTMENT OF HEALTH
Public Health and Health Planning Council

Corning Tower, 24th FL

The Governor Nelson A. Rockefeller Empire State Plaza
Albany, New York 12237

518-473-3233

RE: HOUSING WORKS HEALTH SERVICES I1I, INC.

To whom this may concern:

I hereby respectfully request your consent to the filing of the attached certificate of amendment
for the above reference NYS Not-for-Profit Corporation. A copy of all charter documents are
attached from the New York Secretary of State.

If you have any questions or require further information, please do not hesitate to contact me.
Otherwise, please issue your consent to the undersigned at your earliest convenience.

Vice President



RESTATED CERTIFICATE OF INCORPORATION
OF
HOUSING WORKS HEALTH SERVICES III, INC.

(Under Section 805 of the Not-for-Profit Corporation Law)

The undersigned, being the Secretary of Housing Works Health Services IlI, Inc., in
accordance with Section 805 of the New York Not-for-Profit Corporation Law, does hereby
certify:

I. The name of the corporation is Housing Works Health Services III, Inc.

2. The Certificate of Incorporation of Housing Works Health Services I11, Inc. was
filed by the Department of State on the 4" day of April, 1995.

3. The Certificate of Incorporation as now in full force and effect is hereby amended
to effect the following amendments:

Article FIRST of the Certificate of Incorporation, setting forth the name of the
corporation, is hereby amended to read, in its entirety, as follows

FIRST: The name of the corporation is Housing Works Community Healthcare,
Inc. (hereinafter referred to as the “Corporation”).

Article FOURTH of the Certificate of Incorporation, setting forth the purposes of
the corporation, is hereby amended to read, in its entirety, as follows:

FOURTH: The Corporation is organized exclusively for charitable, scientific and
educational purposes, within the meaning of Section 501(c)(3) of the Code, which
purposes shall include the following:

(a)  planning, developing, constructing, erecting, building, acquiring, altering,
reconstructing, rehabilitating, owning, leasing, maintaining and operating one or more
adult day diagnostic and treatment centers (hereinafter referred to as the “Centers”) to be
located in the City of New York, State of New York, which Centers will serve persons
living with AIDS or HIV illness;

{(b)  applying for and maintaining all necessary certificates and permits under
Article 28 of the Public Health Law of the State of New York, as amended (hereinafter
referred to as the “Public Health Law”) and the regulations in effect from time to time
thereunder to operate the Centers; '

(c)  operating each such Center to provide a broad range of health services to
persons living with AIDS or HIV illness, including patients who may be residents of any
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low income housing facility owned or operated by Housing Works or any affiliate thereof
and other clients of Housing Works, by providing and/or arranging a comprehensive
range of multi-disciplinary health and social services, including, without limitation,
medical services, case management services, food and nutrition services, social services
as indicated by the patients’ medically related social and emotional needs, assistance
and/or supervision, when required, with activities of daily living, rehabilitation therapy
services, activities programs, nursing services, religious and pastoral counselling and

HIV risk reduction counselling for patients requesting such counselling, pharmaceutical
services, substance abuse treatment, if appropriate, and dental services;

(d)  promoting and carrying on scientific research related to the care of the
sick, injured and disabled, and related to the causes, origins, treatment and prevention of
diseases and sickness, injuries and disabilities; provided, however, that the Corporation
shall not promote or carry on scientific research involving human subjects, unless such
scientific research is conducted in accordance with applicable law;

(e)  engaging in educational activities related to providing care to the sick,
injured and disabled, and related to promoting the health of the public; and

) operating outpatient programs for the mentally disabled pursuant to
Article 31 of the Mental Hygiene Law, subject to the issuance of an operating certificate
by the Office of Mental Health. The Corporation understands that it may not establish
any facility or program without first obtaining such operating certificate.

Article FIFTH, subsection (a) of the Certificate of Incorporation, setting forth the
powers and authorities of the corporation in furtherance of its corporate purposes,
is hereby amended to read as follows:

FIFTH

...(a) solicit grants, contributions and donations of money, goods, merchandise
and other property of all kinds, whether real, personal or mixed, by private or public
appeal, by advertisement or by any other lawful means for any corporate purpose;

Article SEVENTH, subsection (d) of the Certificate of Incorporation, regarding
Internal Revenue Code requirements, is hereby amended to read as follows:

SEVENTH

...{d) For those periods (if any) during which the Corporation is a private
foundation as described in Section 509(a) of the Code, and as provided by Section 406 of
the Not-for-Profit Corporation Law:

(i) the Corporation shall distribute its income for said period at such
time and manner as not to subject it to tax under Section 4942 of the Code;

(i) the Corporation shall not engage in any act of self-dealing which is
subject to tax under Section 4941 of the Code;
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(iii)  the Corporation shall not retain any excess business holdings
which are subject to tax under Section 4943 of the Code;

(iv)  the Corporation shall not make any investments in such manner as
to subject the Corporation to tax under Section 4944 of the Code; and

(v)  the Corporation shall not make any taxable expenditures which are
subject to tax under Section 4945 of the Code.

Article EIGHTH, setting forth the principal office of the corporation, is hereby
amended to read as follows: '

EIGHTH:  The principal office of the Corporation is to be located in Kings County,
State of New York.

Article TENTH, setting forth the initial Board of Directors, is hereby deleted, and
the Certificate of Incorporation is hereby renumbered to reflect such deletion.

Article ELEVENTH, setting forth the address of the corporation, is izezéeby
renumbered and amended to read as follows:

TENTH: The Corporation hereby designates the Secretary of State as its
agent upon whom process against it may be served. The post office address to which the
Secretary of State shall mail a copy of any process against the Corporation served upon
him is:

Housing Works Community Healthcare, Inc.
57 Willoughby St.
Brooklyn, NY 11201

6. The text of the Certificate of Incorporation is hereby restated to set forth its entire
text, as amended, as follows:

FIRST: The name of the corporation is Housing Works Cemmﬁé;ity
Healthcare, Inc. (hereinafter referred to as the “Corporation”).

SECOND:  The Corporation is a corporation as defined in subparagraph (a)(5)
of Section 102 of the Not-for-Profit Corporation Law and shall be a Type B corporation
under Section 201 of the Not-for-Profit Corporation Law having the purposes set forth in
Article Fourth below.

THIRD: Pursuant to Section 601 of the Not-for-Profit Corporation Law, the
Corporation shall have one class of members, the sole member of which shall be Housing
Works, Inc. (hereinafter referred to as “Housing Works™), a New York corporation
organized under the Not-for-Profit Corporation Law and recognized as a tax-exempt,
publicly-supported organization under Sections 501{c)(3) and 509(a)(1) of the Internal
Revenue Code of 1986, as amended (hereinafter referred to as the “Code”; all references




herein to Sections of the Code shall be to Sections thereof, as amended from time to time,
and to corresponding provisions of subsequent United States Internal Revenue laws).

FOURTH: The Corporation is organized exclusively for charitable, scientific
and educational purposes, within the meaning of Section 501(¢)(3) of the Code, which
purposes shall include the following:

(a) planning, developing, constructing, erecting, building, acquiring, altering,
reconstructing, rehabilitating, owning, leasing, maintaining and operating one or more
adult day diagnostic and treatment centers (hereinafter referred to as the “Centers”) to be
located in the City of New York, State of New York, which Centers will serve persons
living with AIDS or HIV illness;

(b)  applying for and maintaining all necessary certificates and permits under
Article 28 of the Public Health Law of the State of New York, as amended (hereinafter
referred to as the “Public Health Law”) and the regulations in effect from time to time
thereunder to operate the Centers;

(c) operating each such Center to provide a broad range of health services to
persons living with AIDS or HIV illness, including patients who may be residents of any
low income housing facility owned or operated by Housing Works or any affiliate thereof
and other clients of Housing Works, by providing and/or arranging a comprehensive
range of multi-disciplinary health and social services, including, without limitation,
medical services, case management services, food and nutrition services, social services
as indicated by the patients’ medically related social and emotional needs, assistance
and/or supervision, when required, with activities of daily living, rehabilitation therapy
services, activities programs, nursing services, religious and pastoral counselling and
HIV risk reduction counselling for patients requesting such counselling, pharmaceutical
services, substance abuse treatment, if appropriate, and dental services;

(d)  promoting and carrying on scientific research related to the care of the
sick, injured and disabled, and related to the causes, origins, treatment and prevention of
diseases and sickness, injuries and disabilities; provided, however, that the Corporation
shall not promote or carry on scientific research involving human subjects, unless such
scientific research is conducted in accordance with applicable law:

(e)  engaging in educational activities related to providing care to the sick,
injured and disabled, and related to promoting the health of the public; and

H operating outpatient programs for the mentally disabled pursuant to
Article 31 of the Mental Hygiene Law, subject to the issuance of an operating certificate
by the Office of Mental Health. The Corporation understands that it may not establish
any facility or program without first obtaining such operating certificate.

FIFTH: In furtherance, but not in limitation, of the purposes set forth in
Article Fourth above, the Corporation shall have the power and authority to do the
following:



(a)  solicit grants, contributions and donations of money, goods, merchandise
and other property of all kinds, whether real, personal or mixed, by private or public
appeal, by advertisement or by any other lawful means for any corporate purpose;

(b)  receive, own, repair, administer and maintain, as applicable, money,
goods, merchandise, securities, negotiable instruments and other property of all kinds,
whether real, personal or mixed, and all other rights and services of every kind and
description, received by grant, contribution, donation, gift, deed, bequest, devise or loan
from any source, private, public or governmental, and otherwise to acquire money,
goods, merchandise, securities, negotiable instruments and other property of all kinds,
whether real, personal or mixed, and all other rights and services of every kind and
description, and to own, hold, repair, invest, lease, loan, expend, contribute, use, sell,
transfer, pledge, hypothecate, encumber, mortgage, grant a security interest in or
otherwise dispose of or deal with, as applicable, any and all such money, goods,
merchandise, securities, negotiable instruments and other property of all kinds, whether
real, personal or mixed, and all other rights or services so acquired for any corporate

purpose;

(c)  aid, support and assist by gifts, contributions or otherwise, other domestic
or foreign corporations, community chests, funds and foundations that are organized and
operated exclusively for charitable, educational, religious, scientific, literary or cultural
purposes, no part of the net earnings of which inures to the benefit of any private
shareholder or individual, and no substantial part of the activities of which is carrying on
propaganda, or otherwise attempting to influence legislation (except as otherwise
provided in Section 501(h) of the Code), and which do not participate in, or intervene in
(including the publication or distribution of statements), any political campaign on behalf
of (or in opposition to) any candidate for public office;

(d)  enter into such contracts, agreements or other arrangements and do all
such acts as are necessary or convenient to accomplish the objects and purposes herein
set forth, to the extent not forbidden by law, this Certificate of Incorporation or the by-
laws of the Corporation, including the execution of a Regulatory Agreement with New
York State Medical Care Facilities Financing Agency, acting by and through the
Commissioner of Health of the State of New York (hereinafter referred to as the
“Commissioner”), and of such other instruments and undertakings as may be necessary to
enable the Corporation to secure the benefits of Article 28-B of the Public Health Law;
and

{e)  have and exercise all general powers enumerated in Section 202 of the
Not-for-Profit Corporation Law and all other powers set forth herein, in the by-laws of
the Corporation and elsewhere in the Not-for-Profit Corporation Law and those powers
granted to it by the Public Health Law and the relevant regulations in effect from time to
time thereunder.

SIXTH: (a) Except to the extent such approvals or consents have been
obtained, nothing contained herein shall authorize the Corporation to engage in any
activities which would require the approval or consent of the State of New York or any
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official, department, agency or instrumentality thereof as required by Section 404 of the
Not-for-Profit Corporation Law and the Public Health Law and the relevant regulations in
effect from time to time thereunder.

(b)  Nothing in this Certificate of Incorporation shall authorize the Corporation
to engage in any activity which is not in furtherance of the purposes set forth in Article
Fourth above.

()  Notwithstanding anything in this Certificate of Incorporation to the
contrary, whenever the Corporation proposes to lease premises in which the operation of
the Center is to be conducted, it shall do so in accordance with the provisions of Article
28 of the Public Health Law and the relevant regulations in effect from time to time
thereunder, and in particular, insofar as required by any such regulations, any such lease
agreement shall include the following language:

“The landlord acknowledges that his rights of reentry into the premises set
forth in this lease do not confer on him the authority to operate a hospital as
defined in Article 28 of the Public Health Law on the premises and agrees that he
will give the New York State Department of Health, Tower Building, Empire
State Plaza, Albany, NY 12237, notification by certified mail of his intent to
reenter the premises or to initiate dispossess proceedings or that the lease is due to
expire, at least 30 days prior to the date on which the landlord intends to exercise
a right of reentry or to initiate such proceedings or at least 60 days before the
expiration of the lease.

Upon receipt of notice from landlord of his intent to exercise his right of
reentry or upon the service of process in dispossess proceedings and 60 days prior
to the expiration of the lease, the tenant shall immediately notify by certified mail
the New York State Department of Health, Tower Building, Empire State Plaza,
Albany, NY 12237, of the receipt of such notice or service of such process or that
the lease is about to expire.”

or other such language, if any, as may be required by applicable law to be contained in
any such lease agreement.

(d)  The Corporation has been organized exclusively to serve a public purpose
and it shall be and remain subject to the supervision of the Commissioner to the extent
required by provisions of Article 28-B of the Public Health Law and the relevant
regulations in effect from time to time thereunder.

SEVENTH: (a) Notwithstanding any other provision of this Certificate of
Incorporation, the Corporation is organized exclusively for charitable, scientific and
educational purposes as specified in Section 501(c)(3) of the Code and the Corporation
shall not carry on any activity not permitted to be carried on (i) by a corporation exempt
from Federal income taxation under Section 501(c)(3) of the Code or (ii) by a corporation
the contributions, transfers, or gifts to which are deductible under Sections 170(c)(2),
2055(a)(2) and 2522(a}(2) of the Code.



(b)  The Corporation is not formed for pecuniary profit or for financial gain
and no part of its assets, income or profit shall be distributed to or inure to the benefit of
any private individual, except to the extent permitted by the Not-for-Profit Corporation
Law and the Public Health Law and the relevant regulations in effect from time to time
thereunder. Reasonable compensation, however, may be paid for services rendered to or
for the Corporation in furtherance of one or more of its purposes. No director or officer
of the Corporation or any private individual shall be entitled to share in the distribution of
any of the corporate assets of the Corporation upon dissolution of the Corporation.

(¢)  No substantial part of the activities of the Corporation shall be carrying on
propaganda, or otherwise attempting, to influence legislation (except as otherwise
provided in Section 501(h) of the Code), and the Corporation shall not participate in, or
intervene (including the publishing or distributing of statements) in, any political
campaign on behalf of (or in opposition to) any candidate for public office.

(d)  Forthose periods (if any) during which the Corporation is a private
foundation as described in Section 509(a) of the Code, and as provided by Section 406 of
the Not-for-Profit Corporation Law:

@ the Corporation shall distribute its income for said period at such
time and manner as not to subject it to tax under Section 4942 of the Code;

(ii) ~  the Corporation shall not engage in any act of self-dealing which is
subject to tax under Section 4941 of the Code;

(iii)  the Corporation shall not retain any excess business holdings
which are subject to tax under Section 4943 of the Code;

(iv)  the Corporation shall not make any investments in such manner as
to subject the Corporation to tax under Section 4944 of the Code; and

{v)  the Corporation shall not make any taxable expenditures which are
subject to tax under Section 4945 of the Code.

EIGHTH:  The principal office of the Corporation is to be located in Kings
County, State of New York.

NINTH: The number of Directors shall be as specified in the by-laws of the
Corporation, but in no event shall there be fewer than three Directors.

TENTH: The Corporation hereby designates the Secretary of State as ifs
agent upon whom process against it may be served. The post office address to which the
Secretary of State shall mail a copy of any process against the Corporation served upon
him is:

Housing Works Community Healthcare, Inc.
57 Willoughby St.
Brooklyn, NY 11201



ELEVENTH: In the event of the dissolution of the Corporation, all of the assets
of the Corporation remaining after the payment or satisfaction of its liabilities shall be
distributed, subject to the approval of a Justice of the Supreme Court of the State of New
York, but only to one or more organizations as shall at the time qualify as an exempt
organization(s) under Section 501(c)(3) of the Code.

TWELFTH: The Corporation’s existence shall be perpetual.

7. The changes included in this Restated Certificate of Incorporation and the restatement of
this Certificate of Incorporation were authorized by the sole member of the Corporation.

[The remainder of this page has been intentionally left blank.]



IN WITNESS WHEREOF, this restated certificate of incorporation has been signed, and the
statements made herein are affirmed as true, under the penalties of perjury, this 24® day of June ,

2015.
@ %‘ g

Daronne Hudson
Secretary




STATE OF NEW YORK

DEPARTMENT OF STATE

I hereby certify that the annexed copy has been compared with the

original document in the custody of the Secretary of State and that the same
is a true copy of said original.

WITNESS my hand and official seal of the

Department of State, at the City of Albany,
B PR on July 8, 2015.

S

ak :

" %@m
& o
Y Anthony Giardina

Executive Deputy Secretary of State

Seocnuert

Rev. 06/13
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CERTIFICATE OF INCORPORATION
or
- HOUSING TB HEALTH SERVICES III, INC.

Under Section 402 of the uot-rcr-?roﬂt cérpoution Lav
of the State of New York

e

I, the undersigned, a ratural person eightesn yuri‘ of”
age or older, dQnirtng to form a corporation pursuant tc the
provisions of the Not-for-Progit Corporation Lav of the State of
New York, as amsnded (hsreinafter referred to as the “Naot-for-

" profit Corporation Iaw"), do hereby ocrtify as follows: ‘

FIRST: The name of the corporation is Housing Works
Health Services III, Inc. (hereinafter referred to as the
»corporation®) .

SECOND: The Corporation is a eorpout:i:oa as defined
in suhpurnqraph‘ (a) (5) of Bection 102 of ths lldt-for-?roﬂt
Corporation law and shall bs a Typs B corporation under
Section 201 of the Not~for-Profit Corporation Law having the
purposes set forth in Article Fourth bslow.

THIRD: Pursuant to Section 601 ot the llot-tor-?roﬂt
Covporation Lw. the Cotpoution ihau hav- one class of mambers,
the sole member of which shall be Housing Works, Inc.
(hereinafter raferred to as 'W}, s New York
corporation organized under the Not-for-Profit Corporstion Law
and rceoqniud as a tax-sxempt, publicly-supported organization
under Sections 501(c)(3) and sos(a) (1) of the Internal Ravemus
Code of 1986, as asended (m.mm refarred to as the *coda” ;
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all references hersin to Ssctions of ths Code shall bhe to
b
Sections thersof, as amended from time to time, and to
corresponding provisionn of subsequent United States Internal

Revenus laws).

rcunrn Th.:Cotporation is organized sxclusively for
charitable, scientific and oduq,tiennl purpeses, wvithin the.
nnninq of Section 501(c)(3) of the Code, vhich purposas shall
inolude, but are not limited to, the following:

(a) planning, developing, constructing, crcctinq,
building, acquiring, altering, reconstructing, rehabilitating,
owning, leasing, maintaining and opcraiinqﬂanc,or more adult day
diagnostic and treatment centers (hereinafter referred to as the
“Cantara®) to be located in the City of Hawv York, State of New
York, which Caenters will serve persons living with AIDS or HIV
illness; ) ,
{b) applying for and maintaining all necessary
certificates and parsits under Article 28 of the Publiqgﬁnllth
Law of the State of New Yorx. as amended (hersinatter rot.trod to
as the "Public Health Law"®”) and the regulations in effect from
time to time thersunder to operats ths Cantars;

(c) operating each such Center to provide a broad
range of health services to parsons living with AIDS or HIV
illness, including patients wvho say be r.uidnnts of any low
income housing facility owned or operated by Housing Works or any
affiliate thereof and othar clients of Housing Works, by

providing and/or arramging a comprehensive range of multi-

*

-

' b
L"‘" x -



disciplinary health and social services, including, without

limitation, medical services, case managemsnt services, food un§
nutrition services, social services as indicated by the patients’
medically relatgd social and emotional nesds, assistance and/or
supsarvision, :oquirpd, vith activities of daily living,
rehabilitation tharapy services, activities programs, nursing
services, religiocus and pastoral counsslling and RIV‘QL:R
reduction counselling for p‘ﬁicne- requesting such counselling,
pharsaceutical services, substance abuse tr.’tlont, it
appropriate, and dental ssrvices; .

{4} promoting and carrying on sci-ntitic research
related to the cars of the sick, imjured and dialblud, and
related to the causes, origins, tresatment and prevention of
diseases, sickness, injuries and disabilities; provided, however.
that the Corporation shall not promote or carry on scientific
research involving human subjscts, unless such scientific
reassarch is conducted in scocordance with; and ‘

" (e) engaging in sducational activities reslated to
providing care to the sidk, injured and disabled, and related to
promoting the health of the public.

PIFTH: In furtherance, but not in limitation, of the
purposes set forth;in Article Pourth above, the Corporation shall
have £i% powver and authority to do the following:

, {(a) solicit griénts, conxribueioa: and donations of
money, goods, merchandise and other property of all kinds,
wvhether real, personal and mixed, by private or public appeal, by

o
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adveartisemant or by any other lawful means foy any corporate

<

purpose; ,

(b) receive, own, repair, administer and maintain, as
applicahlo, noney, goad4 merchandise, securities, noqoti.nbh
instrusents and other property of all kinds, uhathor roal,
personal or mixed, and all other rights and services ot avery
kind and description, rsceived by grant, contribution, donation,
gift, deed, bequest, d.vi;o or loan from any source, private,’
public or governmental, and othcrwiso to acquire money, goods,

o “ww;;z:;};a‘;;l;-., securities, negotiable instruments and othsr
property of all kinds, wvhather real, parsonal or 1 vad, and all
other rights and services of gvery kind and dcsctipbﬁghv and to
own, hold, repair, invest, leass, loan, expsnd, contri,ute, use,
sell, transfer, plodch‘hypothmt-. sncusber, mortgage, grant a
‘security interest in or otherwise dispose of or don} with,