STATE OF NEW YORK
PUBLIC HEALTH AND HEALTH PLANNING COUNCIL

COMMITTEE DAY

AGENDA

July 20, 2017
10:15 a.m.

Empire State Plaza, Concourse Level
Meeting Room 6, Albany

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. 171176 C NYU Hospitals Center
(New York County)
2. 171326 C St. Francis Hospital
(Nassau County)
Residential Health Care Facilities — Construction Exhibit # 2
Number Applicant/Facility
1. 171289C Albany County Nursing Home
(Albany County)
B. Applications for Establishment and Construction of Health Care Facilities/Agencies
Ambulatory Surgery Centers - Establish/Construct Exhibit # 3
Number Applicant/Facility
1. 162026 B Manhattan RSC, LLC d/b/a Manhattan Reproductive
Surgery Center
(New York County)
2. 162088 E Day-OP Center of Long Island, Inc.
(Nassau County)
3. 162581 E SCOB, LLC d/b/a SurgiCare of Brooklyn
(Kings County)
4. 171220 E Fifth Avenue Surgery Center

(New York County)



5. 171282B Dutchess Ambulatory Surgical Center
(Dutchess County)
6. 171310E Queens Boulevard ASC, LLC
(Queens County)
Residential Health Care Facilities - Establish/Construct Exhibit # 4
Number Applicant/Facility
1. 162541 E Nyack Operating LLC d/b/a Nyack Ridge Rehabilitation
and Nursing Center
(Rockland County)
2. 171227 E 104 Old Niagara Road Operating Company, LLC
d/b/a Elderwood at Lockport
(Niagara County)
3 171342 E 112 Ski Bowl Road Operating Company, LLC
d/b/a Elderwood at North Creek
(Warren County)
4. 171229 E ILF Operating, LLC d/b/a EIm Manor Nursing and
Rehabilitation Center
(Ontario County)
5. 171231 E LFG Operating, LLC d/b/a Wedgewood Nursing
and Rehabilitation Center
(Monroe County)
6. 171239E Somers Operating, LLC d/b/a Somers Rehabilitation
& Nursing Center
(Westchester County)
Certified Home Health Agencies - Establish/Construct Exhibit #5
Number Applicant/Facility
1. 171315E Jamaica Acquisition 111, LLC d/b/a Hillside Certified

Home Health Agency
(Queens County)

C. Home Health Agency Licensures

Home Health Agency Licensures Exhibit # 6
New LHCSAs
2100 L Sterling Care Homecare Services LLC
(Bronx and Westchester Counties)
2198 L Divine Home Care Agency, Inc.

(Bronx, Queens, Kings, Richmond, New York and

Nassau Counties)



2214 L

2326 L

2346 L

2364 L

2379 L

2416 L

2440 L

2446 L

2494 L

2498 L

2502 L

2513 L

2518 L

2520 L

You First Home Care LLC
(Kings, New York, Queens, Bronx, and Richmond
Counties)

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

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

One Caring Place Plus, Inc.
(Oneida and Herkimer Counties)

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

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

Good Shepherd Personal Care Inc.
(Nassau, Suffolk and Queens Counties)

Focus Care Group, Inc.
(Westchester and Bronx Counties)

Sequoia Home Care, Inc. d/b/a Senior Helpers
(Nassau and Suffolk Counties)

Aldon Magloire and Tami N. Johnson
d/b/a First Choice-Home Health Care
(Nassau, Suffolk and Queens Counties)

Kind Loyal Service RN Healthcare Services PLLC
(Westchester County)

Kingsbridge Home Healthcare Services Corp.
(Kings, New York, Queens, Richmond, Bronx and
Westchester Counties)

Lavena Home Health Inc.
(Queens, Bronx, Kings, Richmond, New York, and
Nassau Counties)

Greater New York Health Care, Inc.

d/b/a Loving Home Care Hewlett

(Nassau, Orange, Westchester, Suffolk, Putnam, Queens,
Rockland and Dutchess Counties)



2522 L

2524 L

2526 L

2536 L

2550 L

2551 L

2553 L

2565 L

2570 L

2593 L

2603 L

2619 L

2622 L

2627 L

2629 L

Alastar Family & Senior In-Home Care, LLC
(Westchester and Bronx Counties)

Diva Multicare Services, Inc.
(Queens, Bronx, Kings, Richmond, New York and
Nassau Counties)

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

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

ATD Home Health Agency Inc.
(Queens, Bronx, Kings, Richmond, New York and
Nassau Counties)

Divine Mercy Tender Loving Care (DMTLC), LLC d/b/a
Acti-Kare Responsive In-Home Care
(Queens Counties)

MDB Home Care, LLC
(Bronx, Queens, Kings, Richmond, New York and
Westchester Counties)

No One Left Out Services Inc.
(Suffolk, Nassau, Westchester, Putnam, and Rockland
Counties)

CarePark Home Care LLC
(Bronx, Kings, New York and Queens Counties)

Autumn Hills Home Care, LLC
(Nassau, Suffolk, Westchester and Queens)

Seniors First Inc. d/b/a Home Instead Senior Care
(Suffolk County)

1% Help HomeCare Inc.
(Kings, New York, Queens, Richmond, Bronx, and
Nassau Counties)

Medi One Home Care Inc
(Rockland, Westchester and Orange Counties)

Argent Home Care Inc.
(Westchester, Nassau, Rockland, Suffolk, Putnam and
Bronx Counties)

Luba’s Homecare Inc.
(Kings, Bronx, Queens, Richmond, New York and
Westchester Counties)
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2637 L

2641 L

2642 L

2646 L

2647 L

151341

152066

152179

NoLimits NYC, Corp.
(Bronx, Queens, Kings, Richmond, New York and
Westchester Counties)

Baychester Services LLC d/b/a Regeis@Home
(Bronx, Queens, Kings, Richmond, New York and
Westchester Counties)

Surrogate Family Care, LLC
(Nassau, Suffolk, and Queens Counties)

Spring Home Health Services, LLC
(Queens, Bronx, Kings, Richmond, New York and
Nassau Counties)

Senior Assist Home Care LLC
(Kings, Richmond, Queens, Bronx, New York and
Nassau Counties)

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

All Purpose Care LLC
(Bronx, New York, Queens, and Westchester Counties)

GWS Home Care LLC d/b/a Right at Home
(New York County)

New LHCSAs — Affiliated with Assisted Living Programs (ALPS)

Number

162319

162327

Changes of Ownership

Number

162065

162244

Applicant/Facility

Trustees of the Eastern Star Hall and Home of the State
of New York d/b/a Easter Star Home Care
(Oneida and Herkimer Counties)

The Church Aid of the Protestant Episcopal Church in
the Town of Saratoga Springs, Inc. d/b/a Home of the
Good Shepherd Licensed Home Care

(Saratoga County)

Applicant/Facility

Mavencare (NY) Inc.
(New York, Queens, Bronx, Richmond, Kings and
Nassau Counties)

Seniorcare HHA Inc.
(Nassau and Queens Counties)



162509 Eva Homecare Agency, Inc.
(Bronx, Queens, Kings, Richmond, New York and
Nassau Counties)

171256 BE Home Care, LLC d/b/a Central Home Care

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

D. Certificates Exhibit # 7

Certificate of Dissolution

Applicant

Resurrection Ministries of New York

Restated Certificate of Incorporation
Applicant

Mercy Hospital Foundation, Inc.

Certificate of Assumed Name
Applicant

Hudson Valley Regional Community Health Centers — Dutchess

Hudson Valley Regional Community Health Centers — Putnam

Certificate of Amendment of the Certificate of Incorporation
Applicant

Chase Memorial Nursing Home Company, Inc.

The Center for Discovery, Inc.



NEWYORK | Department Public Health and Health
Planning Council

STATE OF

OPPORTUNITY. Of Health

Project # 171176-C
NYU Hospitals Center

Program: Hospital County: New York
Purpose:  Construction Acknowledged: March 20, 2017

Executive Summary

Description

NYU Hospitals Center (NYUHC), an 844-bed, expand general and orthopedic ambulatory
voluntary not-for-profit, Article 28 acute care surgery and physical therapy capacity in the
hospital located in Manhattan (New York Lower East Side neighborhood of Manhattan.
County), proposes to certify and construct a new Currently, there is limited space at the Center for
ambu'atory care center in leased space located Musculoskeletal Care located on 38th Stl’eet, a
at 175 Delancey Street on Manhattan’s Lower high utilization of operating rooms at the NYU
East Side. The facility will be called the NYU Hospital for Joint Diseases and a need for
Langone Ambulatory Care Center (ACC) at additional space to provide PT services. The
Essex Crossing and will include Article 28 and ACC will complement NYUHC's plans for the
non-Article 28 programs. NYUHC requests expansion of clinical orthopedic surgery services
approval to provide multi-specialty ambulatory and provide additional needed services for the
surgery and physical therapy (PT) services. community. The number of projected visits is

7,700 in Year 1 and 10,150 in Year 3.
The ACC will be in a mixed-use building

containing a four-story commercial podium with Program Summary
a ten-story residential tower above. The PT Based on the results of this review, a favorable
program will be located on the first floor, while recommendation can be made regarding the
most of the ambulatory surgery program, facility’s current compliance pursuant to 2802-
including four Class C operating rooms, will be (3)(e) of the New York State Public Health Law.
situated on the first and cellar floors, with a few
administrative and utility spaces located on the Financial Summary
second floor. Project costs of $29,077,298 for the Article 28

space will be met with cash. The incremental
OPCHSM Recommendation budget will be as follows
Contingent Approval

Revenues $25,699,111

Need Summary Expenses 17,188,826
The NYU Langone Ambulatory Care Center at Gain $8,510,285

Essex Crossing will provide an opportunity to

]
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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]

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. Construction must start on or before August 15, 2017 and construction must be completed by May
30, 2018, presuming the Department has issued a letter deeming all contingencies have been
satisfied 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. [PMU]

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

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

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]

Council Action Date
August 3, 2017

|
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Need Analysis |

Analysis

The service area includes the neighborhoods of Chinatown, the East Village, and the Lower East Side
(part of Manhattan Community District 3) within New York County. The population of New York County in
2010 was 1,585,873. Per projection data from the Cornell Program on Applied Demographics (PAD),
county population is estimated to grow to 1,615,772 by 2025, representing a 1.9% increase.

According to the hospital, during Fiscal Year 2016 the residents from Manhattan Community District 3
accounted for over 1,100 ambulatory surgery procedures and for over 10,000 physical therapy visits. The
number of projected visits is 7,700 in Year 1 and 10,150 in Year 3. Approval of this project will allow NYU
Hospital Center to provide services to their current patient population within their own neighborhood.

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

Conclusion

The proposed extension clinic will allow for improved access to ambulatory surgery services and physical
therapy services for the population of Manhattan Community District 3 and the surrounding areas within
New York County.

Recommendation
From a need perspective, approval is recommended.

Program Analysis

Project Proposal

NYU Langone Medical Center, an existing not-for-profit hospital located at 550 First Avenue in Manhattan
(New York County), requests approval to open a new ambulatory care center to be located at 175
Delancey Street on the Lower East Side of Manhattan. The Center will include multi-specialty ambulatory
surgery, consisting of four Class C operating rooms, as well as physical therapy services. Upon approval,
the Center will be known as NYU Langone Ambulatory Care Center at Essex Crossing.

It is expected that two of the Class C operating rooms will be dedicated to General Surgery procedures
including ENT, GYN and endoscopies while the remaining two operating rooms will be dedicated to
orthopedic surgery procedures. Staffing will consist of 28.2 FTEs in the first year upon completion and is
expected to increase to 32.2 FTEs by 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.

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, approval is recommended.

|
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Financial Analysis |

Lease Rental Agreement
The applicant has submitted an executed lease agreement; the terms are summarized below:

Date: December 31, 2015
Premises: Cellar, 1%t and 2™ Floor space within the building at 175 Delancey Street, NY, NY
Landlord: Site 6 Commercial LLC

Tenant: NYU Hospitals Center
Term: 15 years with one five-year option to renew
Rent: $3,516,439.56 ($293,036.63/month) year one; 2.25% increase each year thereafter.

Provisions: | Responsible for utilities, taxes, insurance and maintenance of occupied premise.

The applicant indicated that the lease will be an arm’s length lease arrangement.

Total Project Cost
Total project cost for renovations and equipment related to the Article 28 space, is estimated at
$29,077,298, broken down as follows:

Renovations and Demolition $ 12,875,122
Design Contingency 1,287,512
Construction Contingency 1,287,512
Fixed Equipment 3,498,681
Architect/Engineering Fees 2,681,250
Construction Manager Fees 406,500
Other Fees 799,744
Moveable Equipment 4,649,905
Telecommunications 1,430,033
CON Application Fee 2,000
CON Additional Processing Fee 159,039
Total Project Cost $29,077,298

Costs are based on a construction start date of August 15, 2017, and a nine-and-a-half-month
construction period.

NYUHC will fund the total project cost through $29,077,298 in accumulated funds.
Incremental Operating Budget

The applicant submitted an incremental operating budget, in 2017 dollars, for the first and third years,
summarized below:

Year One Year Three

Revenues
Commercial Fee-for-Service $13,037,190 $17,184,750
Medicare Fee-for-Service 1,999,524 2,635,736
Medicare Managed Care 975,363 1,274,978
Medicaid Fee-for-Service 167,269 211,400
Medicaid Managed Care 3,316,532 4,392,247
Total Revenues $19,495,887 $25,699,111

Expenses
Operating $7,193,183 $9,542,003
Capital 7,409,189 7,646,823
Total Expenses $14,602,372 $17,188,826
Gain $4,893,515 $8,510,285

Project #171176-C Exhibit Page 4



Utilization (Procedures/Visits)
Cost Per Procedure / Visit

7,700
$1,896.41

10,150
$1,693.48

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

Commercial Fee-for-Service 41.0%
Medicare Fee-for-Service 19.0%
Medicare Managed Care 9.0%
Medicaid Fee-for-Service 2.0%
Medicaid Managed Care 27.0%
Charity Care 2.0%

Expense and utilization assumptions are based on the hospital’s experience in providing ambulatory
surgery and PT services.

Capability and Feasibility

Total project cost of $29,077,298 will be funded from the Hospital's equity. BFA Attachment A is a
financial summary of NYUHC, which indicates the availability of sufficient resources for project costs and
working capital needs.

The submitted incremental budget projects excess revenues over expenses of $4,893,515 and
$8,510,285 during the first and third years, respectively. Revenues reflect current reimbursement
methodologies for the proposed PT and ambulatory surgical services. The budget appears reasonable.

As shown on BFA Attachment A, NYUHC maintained positive working capital and net asset positions,
and generated average annual excess revenues of $278,390,000.

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

Recommendation
From a financial perspective, approval is recommended.

Attachments |

BHFP Attachment
BFA Attachment A

Map
Financial Summary, NYU Hospitals Center, August 31, 2016

|
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NEWYORK | Department
of Health

OPPORTUNITY.

Public Health and Health
Planning Council

Project # 171326-C
St. Francis Hospital

Program:
Purpose:

Hospital
Construction

County: Nassau
Acknowledged: May 5, 2017

Executive Summary

Description

St. Francis Hospital (SFH), a 364-bed, voluntary
not-for-profit, Article 28 acute care hospital
located at 100 Port Washington Boulevard,
Roslyn (Nassau County), requests approval to
expand their existing extension clinic located at
2200 Northern Boulevard, East Hills (Nassau
County), and certify Radiology-Therapeutic
service. The East Hills clinic currently provides
infusion services to cancer patients. Through
this project, SFH convert a radiation oncology
private practice to Article 28 licensure. In
addition to its currently certified Medical
Services — Primary Care service, the expanded
East Hills extension clinic will provide Medical
Services — Other Medical Specialties and
Radiology-Therapeutic services including:
LINAC, CT simulation, 3D conformal radiation
therapy, intensity modulated radiation therapy,
stereotactic radiosurgery, stereotactic body
radiation therapy, high dose rate brachytherapy
and initial and follow-up visits. The expanded
services will occupy approximately 10,255
rentable square feet of space on the first floor of
the building.

The Cancer Center at St. Francis Hospital was
created to serve a growing population of patients
at risk for cancer. On September 23, 2013, the
Board of Catholic Health Services of Long Island
(CHSLI), SFH’s active parent and co-operator,
approved a recommendation to expand SFH'’s
ambulatory oncology program and lease medical
office space at the East Hills campus location.
As a result, the Cancer Center established the

extension clinic at 2200 Northern Boulevard in
East Hills and began to provide infusion services
to cancer patients (CON 141148). SFH had

planned to develop an Article 28 radiation
oncology unit as a component of their Cancer
Center to be operated under one roof; hence,
they entered into a lease at the East Hills site to
include space for radiation oncology. The lease
was executed on November 12, 2013, with a
commencement date subject to completion of
landlord work for Article 28 occupancy.

It is noted that NRAD Medical Associates, P.C.
(NRAD), an 88-year old private medical practice,
filed for Chapter 11 Bankruptcy in the U.S.
Bankruptcy Court for the Eastern Division of
New York (Case No. 8-15-72898-las) on July 7,
2015. The acquisition of NRAD's assets by SFH
was done as part of the Bankruptcy Proceedings
via an Asset Purchase Agreement executed
September 3, 2015. On October 14, 2015,
CHSLI concluded negotiations to acquire certain
assets of NRAD free and clear of all liens. The
acquired assets included NRAD’s radiation
oncology practice at 700 Stewart Avenue in
Garden City. As part of the transaction, SFH
was to continue to offer the private practice
service at 700 Stewart Avenue pending
completion of the radiation oncology service
buildout at East Hills, and then move the private
practice to the new space. SFH then decided to
convert the private medical practice to Article 28
as an additional service for their existing
extension clinic located is the same building.

The construction costs, including equipment
acquisition, were funded entirely by the St.
Francis Hospital Foundation, a non-Article 28
entity, in order for the private practice to be
relocated and become operational. As a result,
there are no capital costs associated with this

Project #171326-C Exhibit Page 1



Article 28 clinic expansion and service
certification project.

OPCHSM Recommendation
Contingent Approval

Need Summary

Currently there is a need for six additional
LINAC machines in Nassau County. This project
will allow St. Francis Hospital to expand their
Oncology services in Nassau County. The
completion of this project will result in the
transfer of one LINAC from a private physicians
practice to an article 28 extension clinic.

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

There are no project costs associated with this
application. SFH acquired NRAD's assets for
$3,285,810 under the terms of the Bankruptcy

Proceedings. The purchase price for the assets
and construction buildout for the expanded
extension clinic at East Hills was funded by the
St. Francis Hospital Foundation, an affiliated
non-Article 28 entity.

Incremental Budget: Year One Year Three

Revenues $4,923,575 $5,381,685
Expenses $5,378,752 $5,452,375
Net Income ($455,177)  ($70,690)

Enterprise Budget: Current Year

Year One

Revenues $737,480,000 $742,403,575
Expenses $680,898,000 $686,276,755
Net Income $56,582,000 $56,126,820

The applicant acknowledged that the project is
expected to operate at a loss for the first through
third years. SFH believes the service is
important to its mission and is committed to bear
the incremental budgeted operating losses via
the overall positive operations of SFH.

|
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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 amendment to the existing lease agreement documenting the location
and terms specific to the radiation oncology clinic space, acceptable to the Department of Health.
BFA

2. [I'he s]ubmission of State Hospital Code (SHC) Drawings for review and approval, as described in
BAER Drawing Submission Guidelines DSG-03. [AER]

3. The submission of Engineering (MEP) Drawings for review and approval, as described in BAER
Drawing Submission Guidelines DSG-03. [AER]

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. All devices producing ionizing radiation must be licensed by the New York State Department of
Health -- Bureau of Environmental Radiation Protection. [HSP]

7. 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]

Council Action Date
August 3, 2017

|
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Need Analysis |

Background

The existing extension clinic currently provides infusion services to cancer patients. Through this project,
SFH will convert an existing private Linear Accelerator practice. The expanded extension clinic will
provide Radiology — Therapeutic services (Linear Accelerator and CT simulation). The extension clinic is
located approximately 2.2 miles and six minutes’ travel time from SFH.

Analysis
By Year Three the applicant expects to be at full operating capacity seeing approximately 425 patients or
8,500 visits.

Linear Accelerator Year 1 Year3
Cases/Patients 410 425
Visits 8,200 8,500

The need methodology set forth in section 709.16 uses 5,000 to 6,000 treatments per year per linear
accelerator, but it is not unreasonable to see higher projections due to differences in machines.

Based on 709.16, the public need for linear accelerators in Nassau County is:

1 Number of Cancer Cases per Year 8,664
2 60% will be Candidates for Radiation Therapy 5,198
3 50% of (2) will be Curative Patients 2,599
4 50% of (2) will be Palliative Patients 2599
5 Course of Treatment for Curative Patients is 35 Treatments 90,972
6 Course of Treatment for Palliative patients is 15 Treatments 38,988
7 The Total Number of Treatments [(5)+(6)] 129,960
8 Need for MEV Machines in Nassau 19.99
(Each MEV Machine has Capacity for 6,500 Treatments)
9 Existing/Approved Resources 14
10 Remaining Need for MEV Machines 6

There is a remaining need for six linear Accelerators in Nassau County. To better serve a growing
population of patients at risk for cancer, the Cancer Institute at St. Francis Hospital was created and
underwent a historic expansion, including the existing extension clinic at 2200 Northern Boulevard in East
Hills. The 189,000-square-foot facility — which includes Article 28 and non-Article 28 medical services, all
of which are affiliates with SFH — places all the disciplines of oncology under one roof, and includes
medical oncology, surgical oncology, imaging services and infusion therapy. Radiation oncology is the
final component of the Cancer Institute at St. Francis Hospital.

Conclusion
This LINAC machine is currently operating in a physicians practice that will be converted to an Article 28
facility.

Recommendation
From a need perspective, approval is recommended.

|
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Program Analysis |

Project Proposal

St. Francis Hospital (SFH), an existing not-for-profit 364-bed hospital located at 100 Port Washington
Boulevard in Roslyn (Nassau County), seeks approval to perform renovations to an existing extension
clinic located at 2200 Northern Boulevard in East Hills (Nassau County) that currently provides infusion
services to cancer patients. SFH also seeks to certify the following services: Medical Services — Other
Medical Specialties and Radiology — Therapeutic.

Upon approval, the extension clinic’'s name will be changed to St. Francis Hospital, Cancer Institute.

Over the past several years, SFH has developed its oncology program with the objective of placing all
disciplines of oncology under one roof. Through this project, SFH will convert and relocate an existing
private Linear Accelerator practice which will aid in enhancing the hospital’'s oncology capabilities and
better meet patient need through improved access and coordination of care.

Site PFI Approved Services

St. Francis Hospital, Cancer Institute 9812 | Medical Services — Other Medical
2200 Northern Boulevard Specialties

East Hills, NY 11548 Radiology — Therapeutic

First year staffing will consist of 13.60 FTEs, including registered nurses, technicians, management and
administrative personnel. It is expected to 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.

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, approval is recommended.

|
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Financial Analysis |

Asset Purchase Agreement

The applicant submitted an executed APA to acquire certain assets of NRAD under the terms of the
Chapter 11 Bankruptcy Proceedings, as approved by the U.S. Bankruptcy Court for the Eastern Division
of New York, Case No. 8-15-72898-las. The terms are summarized below:

Date: September 3, 2015

Seller: NRAD Medical Associates, P.C.

Purchaser: St. Francis Hospital

Asset All radiation therapy supplies, inventory and instruments and other medical goods

Transferred: and supplies, all office equipment, all radiation therapy equipment, furniture and
fixtures, owned, leased, licensed or used by seller in or about the Business. All
hardware, software, information systems and data, passwords assigned to
purchaser, all warranties and manuals, all records and files pertaining to business
operations, all property insurance benefits, all telephone and fax numbers,
licenses, permits and accreditations relating to the business, all assumed and
assigned leases and all goodwill.

Excluded All cash and cash equivalents, bank accounts, security deposits and securities of

Assets: seller, all accounts receivable and claims of seller, all insurance policies of seller
and all rights to applicable claims and proceeds, all tax refunds of seller, all
insurance policies owned by seller, all assets of seller not relating to the business.

Assumed All obligations and liabilities assumed under the assumed and assigned contracts

Liabilities: or the assumed and assigned leases that arise on or after the effective time.

Purchase Price: | $3,285,810

Payment of the | Equity - Paid at Closing

Purchase Price:

The purchase price for the operations was satisfied with funding from The St. Francis Hospital
Foundation.

Lease Agreement
The applicant submitted an executed lease rental agreement, as summarized below:

Date: November 12, 2013

Premises: | 44,613 square ft. on the 2" floor of 2200 Northern Boulevard, East Hills, New York
Landlord: | 2200 Northern Steel, LLC

Lessee: St. Francis Hospital

Term: 15 years with two additional ten-year extensions

Rental: Year One $1,148,784.75 ($95.732.06 monthly) with a 3% annual increase for years 2-35

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

It is noted that the radiation oncology unit will be located on the first floor of the building. Article 15 of the
lease detailed above provided that the radiation oncology unit would consist of approximately 10,000
square feet of space, but the specific location could not be designed and constructed until after the
commencement date of the lease. Article 12 of the lease further provided that substituted space of
approximately the same size on the first floor of the building could be used for the radiation oncology unit.
The applicant indicated that the decision to locate the unit on the first floor does not impact the CON
application budget, and has requested that the submission of an amendment to the lease reflecting the
actual location of the radiation oncology unit on the first floor of the building be made a contingency of
approval of this project.

|
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Operating Budget

The applicant has submitted an incremental operating budget, in 2017 dollars, for the first and third years,
summarized below:

Outpatient Service Year One Year Three
Revenues Per Visit Total Per Visit Total
Commercial - FFS $708.41  $2,892,214 $749.94  $3,161,317
Medicare - FFS $472.12  $1,707,007 $497.69  $1,865,835
Medicaid - MC $646.53 $324,354 $661.97 $354,533
Total Revenue $4,923,575 $5,381,685
Expenses
Operating $526.31  $4,315,753  $514.27  $4,371,329
Capital $129.63  $1,062,999 $127.18  $1,081,046
Total $655.94  $5,378,752 $641.45  $5,452,375
Net Income (Loss) 455,177 70,690
Visits 8,200 8,500
Utilization by payor source for the first and third years is as follows:

Year One Year Three
Commercial - FFS 49.79% 49.59%
Medicare - FFS 44.09% 44.11%
Medicaid - MC 6.12% 6.30%

The following is noted with respect to the submitted budget:

e Projected revenue by payor is based on the Medicare fee schedule and CHSLI's negotiated
contracted rates with its managed care payors for Good Samaritan Hospital Medical Center for the
specific services proposed in this application. Good Samaritan served as the basis for the projected
revenue as it is one of six hospitals in CHSLI's system and has a radiation oncology department and
provides LINAC services.

o Utilization assumptions are based upon the current volume from the private practice with a slight
increase of 15 patients projected for the third year, which increases visit utilization by 300 visits.

e Expenses are based on business planning conducted by SFH, including an assessment of the
overall demand and staffing needs for radiation oncology services, and depreciation and rent
associated with adding the new service line.

e Breakeven utilization is projected at 8,959 visits for year one and 8,612 visits for Year Three.

The Enterprise Budget for the Current Year (2016) and Year One, inclusive of the incremental cost
related to this application request, is as follows:
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Enterprise Budget Current Year Year One
Revenue

Inpatient $444,852,250 $444,852,250
Outpatient $280,280,750 $285,204,325

Non-Operating
Total Revenue

Expenses
Operating
Capital
Total

Net Income

$12,347,000

$12,347,000

$737,480,000

$652,221,000
$28,677,000

$742,403,575

$656,536,756
$29,739,999

$680,898,000

$56,582,000

$686,276,755

$56,126,820



SFH will fund any losses through the ongoing operations of its main hospital site, which as shown above
is projected to have positive net income of $56,126,820 after the inclusion of the new cancer service line.
As shown on BFA Attachment A, sufficient liquid assets exist to cover any losses that may arise due to
the addition of this service.

Capability and Feasibility

There are no project costs associated with this application. SFH acquired the operations of NRAD
through an asset purchase agreement for $3,285,810, as approved by the U.S Bankruptcy Court for the
Eastern Division of New York, Case No. 8-15-72898-las. The purchase price was funded by St. Francis
Hospital Foundation, an affiliated non-Article 28 entity. BFA Attachment A is the consolidated 2015-2016
certified financial statements of CHSLI (including SFH), which shows sufficient liquid assets to meet
equity requirements.

Working capital is estimated at $908,729 based on two months of third year expenses. The applicant will
provide the full amount from operations. BFA Attachment A shows that CHSLI and SFH have sufficient
resources to fund working capital and to cover any operating losses during the start-up period.

The submitted incremental budget indicates a loss of $455,177 and $70,690 during the first and third
years. Revenues are based on the Medicare fee schedule and CHSLI's negotiated contracted rates with
its managed care payers for Good Samaritan Hospital Medical Center for the specific services proposed
in this application. The budget is reasonable. The applicant stated that the budgeted operating losses for
the new service will be covered by the profitable operations of SFH. As shown in the enterprise budget,
the facility achieved a net income of $56,582,000 in the current year and can cover the losses.

BFA Attachment A is the consolidated 2015-2016 certified financial statements of CHSLI, including SFH.
As shown, the entities maintained positive working capital, positive net asset positions, and average net
income of $100,729,500 (CHSLI) and $38,802,500 (SFH) for the period shown.

BFA Attachment B is the internal financial summary of SFH as of February 28, 2017, which shows SFH
maintained positive working capital, positive net asset positions, and generated net income of
$31,949,000 for the period.

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

Recommendation
From a financial perspective, contingent approval is recommended.

Attachments |

BFA Attachment A Financial Summary, Consolidated 2015-2016 Certified Financial Statements of
Catholic Health Services of Long Island and St. Francis Hospital.

BFA Attachment B Financial Summary - Internal financial statement of St. Francis Hospital as of
February 28, 2017

|
Project #171326-C Exhibit Page 8



NEWYORK | Department Public Health and Health
Planning Council

STATE OF
OPPORTUNITY.

of Health

Project # 171289-C
Albany County Nursing Home

Program:

Purpose: Construction

Residential Health Care Facility

County: Albany
Acknowledged: May 1, 2017

Executive Summary

\—

Description

Albany County Nursing Home is a county
operated, 250-bed, Article 28 residential health
care facility (RHCF) located at 780 Albany-
Shaker Road, Albany. The applicant seeks
approval to perform renovations and construct
multiple additions to upgrade and modernize the
facility. This extensive redevelopment project is
necessary to address pervasive physical plant
deterioration and to provide residents a safe,
supportive environment with the best quality of
life possible. There will be no change in beds or
services upon completion of this project.

The facility was constructed in 1971 as a 420-
bed RHCF on a 27.6-acre parcel of land in the
Town of Colonie. In 2008, 170 beds were
decertified bringing the total beds down to 250.
The physical plant of the building is original and
well beyond its useful life. Many rooms are
inadequate in size, utilize Packaged Terminal Air
Conditioner units that are inefficient and/or leak,
and no rooms are handicapped accessible.
Consequently, the RHCF is only partially
occupied.

The proposed renovation includes
improvements to the site, the building
configuration with six new resident wings, and
resident rooms that will all be fully American
Disability Act compliant. The internal building
organization has been reconfigured for improved
efficiency, isolation of individual nursing units,
and ease of resident access to centralized
services. Private rooms and elimination of all
side-by-side double bedded rooms are also part
of this renovation. In addition to the renovation

work, all existing physical plant deficiencies will
be corrected.

OPCHSM Recommendation
Contingent Approval

Need Summary

Albany County will be adding a 20-bed secure
dedicated dementia unit which currently is
difficult to find in the Albany area. The facility will
also be getting referrals from “Solider On” a
nonprofit organization dedicated to helping
veterans find transitional housing. Through the
renovations and the referral program, the
applicant anticipates the facility will improve its
utilization rate to the department’s planning
optimum of 97 percent.

Program Summary

The modernization and expansion of the Albany
County Nursing Home will restore an aging and
obsolete physical plant to functionality and
create a contemporary and more homelike
residential environment.
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Financial Summary

The total project cost is $61,450,000 to be met
via the issuance of two separate Albany County
Serial Bonds 2017, one for $40,000,000 and one
for $21,450,000, each with a 20-year term and
interest estimated at approximately 3.5% and
3.0%, respectively. The applicant has provided
the executed Albany County Legislature
Resolutions authorizing the use of Albany
County Bond financing for this capital project,
along with the debt service schedules for each
bond issuance. The proposed budget is as follows:

Revenues $32,648,900
Expenses 31,484,884
Gain $1,164,016
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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 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 facilitys 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]

3. Submission and programmatic review and approval of the final floor plans. [LTC]

4. The submission of State Hospital Code (SHC) Drawings for review and approval, as described in
BAER Drawing Submission Guidelines DSG-04. [AER]

5. The submission of Engineering (MEP) Drawings for review and approval, as described in BAER
Drawing Submissions Guidelines DSG-04. [AER]

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. Construction must start on or before October 1, 2017 and construction must be completed by June
30, 2019, presuming the Department has issued a letter deeming all contingencies have been
satisfied 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. [PMU]

3. The operator shall submit a plan to maintain resident services and safety during construction to the
Northeastern Regional Office, and must receive approval for such plan prior to the commencement of
construction. [LTC]

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

Council Action Date
August 3, 2017

|
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Need Analysis |

Background
The current Need Methodology indicates a need for 25 additional beds in Albany County.

RHCF Need — Albany

2016 Projected Need 1,844
Current Beds 1,819
Beds Under Construction 0
Total Resources 1,819
Unmet Need 25

Albany County Nursing Home and Rehabilitation
Center vs. County
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e e = Albany County 96.8% 95.4% 95.0% 94.0% 94.0% 94.7%

95.2% 87.6% 88.7% 86.7% 88.5% 87.9%

Albany County Nursing Home’s unaudited occupancy rate was 89.0% in 2016.

Analysis

According to the US Census, Albany County’s population was 308,846 in 2016, In 2015, the 65 and older
population made up 15.6 percent of the county’s population which is slightly higher than the state
average.

The applicant attributed the historically low utilization to physical deterioration of the facility. The facility
was forced to close a 20 bed wing in 2014 due to unsafe conditions. Additionally, some double beds were
converted to single bed units, resulting in an additional 10 beds being unavailable.

The applicant plans to improve utilization by:
e Creating a 20-bed dedicated secure dementia unit.
e Performing extensive renovations to the facility 10-bed rehabilitation unit, providing a viable
option for residents requiring short term rehabilitation.
e Adding state of the art equipment that will benefit area residents.
e Obtaining referrals for short and long term stays from “Solider On” a nonprofit dedicated to
helping veterans.

|
Project #171289-C Exhibit Page 4



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.

Percent of New RHCF Admissions that are

Medicaid 2013 2014 2015
Albany County 75% Threshold 11.33% 9.45% 13.13%
Albany County Nursing Home 59.60% 31.10% 29.00%

Albany County Nursing Home has far exceeded the Medicaid planning threshold for the last three years
of operation.

Conclusion
There will be no change in certified beds as a result of this application. This is a renovation project with an
expected increase in utilization for this facility.

Recommendation
From a need perspective, contingent approval is recommended.

Program Analysis |

Facility Information

Existing Proposed
Facility Name Albany County Nursing Home Same
Address Albany-Shaker Road Same

Albany, NY 12211
RHCF Capacity 250 Same
ADHC Program Capacity | N/A Same
Type of Operator Public Same
Class of Operator County Same
Operator County of Albany Same

Program Review

Albany County Nursing Home is a 250-bed nursing home located at 780 Albany Shaker Road, Albany.
The nursing home has undergone a series of bed reductions to maintain operations, but has been unable
to undertake a modernization project to bring the building up to current standards. Consistent with the
Berger Commission recommendation of January 1, 2007, Albany County closed the antiquated Ann Lee
Home, a sister 175-bed nursing home, and relocated those residents into the Albany County Nursing
Home with the total bed complement downsized to 250 beds. In 2010, the County submitted a project to
replace the facility, but the project was disapproved by PHHPC on the basis of financial feasibility. Since
that time the County has stabilized operations allowing them to turn their attention to renovating the
antiquated building.

The current building consists of a four-story core tower with 40 beds per floor, connected to two outlying
buildings with three wings of 40 beds each. Since the nursing home has reduced its bed complement,
many of the wings are vacant. A first-floor Common Core contains administrative, dining and activity
spaces. The residential floors do not reflect contemporary nursing home design, with the double-bedded

|
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rooms undersized and not handicapped accessible. Many of the units suffer from inadequate dining and
lounge space.

The physical plant infrastructure dates to 1971 and is well beyond its useful life. HVAC utilizes inefficient
PTAC units in the resident rooms, and the boilers are in dire need of replacement. Similarly, the electrical
system requires a major overhaul.

The redevelopment project will address these issues through the following components:

e Construction of six new residential units and the conversion of existing double bedrooms to

singles;

e Construction of new lounge and dining areas and renovation of existing dining spaces to include
country kitchens;
Renovation of the central kitchen and replacement of all equipment;
Replacement of the entire HVAC system and windows to enhance energy efficiency;
Modernization of the electrical system including new switch gears and generator.
Replacement of lighting with dimmable LED lighting.

Physical Environment

The proposed design intends to use a mix of new construction and renovation to the existing building
retaining the existing 250-bed complement but changing the mix of beds to 130 singles and 60 doubles.
Six new wings of 20 to 24 beds each will be constructed and attached to the existing nursing units
creating hybrid new/old nursing units of 40 to 44 beds. The existing nursing units will be converted to all
single bedded rooms to avoid an unfavorable have/have not comparison to the newly constructed rooms.
To provide sufficient light into the interior units a courtyard will be created between the new construction
and existing building. The courtyards will also provide outdoor space and a wandering loop for dementia
residents.

The new units will be configured with nine, ten or eleven double-bedded rooms and two singles in a
general linear alignment. The double-bedded rooms will all be constructed as the more desirable
enhanced doubles with partitions separating the two beds. The units will resemble brackets with the new
resident rooms located on the outside walls leading into the existing resident wings. Lounge and dining
room with country kitchen, nursing office, clean and soiled utility rooms, and conference space is placed
in the center of the unit.

The new residential units will incorporate the existing rooms to create large nursing units. The existing
units include their own nursing station and clean and soiled utility rooms which will now serve all single
bedrooms. Residents in the existing wings will be able to dine in four new large and appealing dining
additions to be constructed off the existing connector between the core and existing wing buildings. The
dining facilities will offer an array of dining rooms, including private dining, country kitchens and lounges.

All of the resident rooms in both the old and new building will include showers. The existing rooms
contain tight 4’ X 4’ shower compartments, but a large tub room is located on the unit for use in assistive
bathing. The new rooms will contain modified European type showers of 4’ X 5’ dimensions, and the
wings will include a stretcher shower for residents who require assistance.

The nursing home will have a new entrance into an expanded lobby area. The renovated lobby will be
flanked by the Administrator and DON office, and will lead into two main corridors containing
administrative and clinical offices. The lower corridor continues past the renovated and expanded
rehabilitation suite, and the upper corridor leads past the renovated barber shop to the large existing
activities room. Opposite the rehabilitation area is the tower elevator bank and existing main dining room.
The large dining area will undergo renovation to permit more informal dining options for residents and
families and friends. Both corridors morph into the previously mentioned connectors leading to the
resident wings. The core and entrance areas will undergo cosmetic upgrades to include floor coverings
and wall finishes and installation of new plumbing fixtures.
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Compliance and Quality Review
Albany County Nursing Home is currently in compliance with all applicable codes, rules and regulations.

Health Quality NYS
Provider name Overall Inspection Measures Quintile
Albany County Nursing Home * * k% 5

Analysis and Conclusion
The project will transform an outmoded and decaying building. The residential environment will be
enhanced, affording choice in dining and offering ample space for personal care needs and socialization.

The applicant has developed a decanting plan which will protect residents and allow the nursing home to
continue to operate at full capacity. The tower nursing units will be utilized to house residents displaced
by the construction project. While the space is less than ideal, it is acceptable for resident use for the
limited period of occupancy. Once the new resident rooms are completed and occupied the existing
double bedded rooms will undergo a modest cosmetic renovation and be converted into singles. Upon
completion of construction the four-story tower building will be then be emptied and converted to other
than nursing home uses. These areas will be segmented from the nursing home proper and will not
impinge upon circulation or building operation.

Recommendation
From a programmatic perspective, contingent approval is recommended.

Financial Analysis |

Total Project Cost and Financing
Total project costs for construction and renovations are estimated at $61,450,000 broken down as
follows:

Renovation & Demolition $18,235,494
New Construction 20,074,299
Site Development 2,842,960
Temporary Utilities 139,107
Asbestos Abatement or Removal 1,104,305
Design Contingency 4,239,616
Construction Contingency 2,995,980
Planning Consultant Fees 85,000
Architect/Engineering Fees 4,500,000
Construction Manager Fees 1,537,104
Other Fees (Consultant, etc.) 810,210
Movable Equipment 1,632,820
Telecommunications 150,000
Interim Interest Expense 2,765,000
Application Fee 2,000
Processing Fee 336,115
Total Project Cost $61,450,000

Project costs are based on a construction start date of October 1, 2017, and a 21-month construction
period.
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The applicant’s financing plan appears as follows:

Albany County Serial Bonds 2017 (3% interest, 20-year term) $21,450,000
Albany County Serial Bonds 2017 (3.5% interest, 20-year term) 40,000,000
Total $61,450,000

Based on the mid-point of construction in 2018, the Bureau of Architectural and Engineering Review has
determined that the cost per bed exceeds the applicable RHCF bed cap limitation. Thus, total allowable
reimbursable project costs will be limited to $58,580,020 detailed as follows:

(New RHCF) 132 @ $241,200 (90% of CAP) $31,838,400
Renovated Beds 118 @ 214,400 (80% of CAP) 25,299,200
Additional allowance for asbestos remediation 1,104,305
Total Project Cost without CON Fees 58,241,905
Con Application Fee 2,000
Total Processing Fee 336,115
Total Reimbursement Project Cost $58,580,020

The Department of Health has determined that reimbursement should be allowed at 90% for the 132
newly constructed beds and 80% for the 118 renovated beds. The proposal is more than the 75%
allowance due to the nature and work of this project. As a public facility, the applicant can finance 100%
of the total project cost of $61,450,000. However, reimbursement will be limited to the bed cap amount of
$58,580,020.

Operating Budget
The applicant has provided their current year operations, and an operating budget for the first and third
year in 2017 total dollars, after completion of the renovations. The budget is summarized below:

Current Year (2015) First Year Third Year

Revenues Per Diem Total Per Diem Total Per Diem Total
Medicaid $165.22 $11,264,915 $294.17 $16,925,300 $294.17 16,925,300
Medicare $321.15 1,089,998 $450.00 8,316,400 $450.00 8,316,400
Commercial * $376.49 1,294,781 $294.17 2,604,100 $294.17 2,604,100
Private Pay $254.02 1,308,232 $500.00 2,213,400 $500.00 2,213,400
Assessment Rev. 86,291 2,589,700 2,589,700
Total Revenues $15,044,217 $32,648,900 $32,648,900
Expenses

Operating $344.92 $27,650,481 $309.55 $27,399,861 $309.55 $27,399,861
Interest 0 0 20.61 1,825,863 10.39 920,342
Depreciation/Rent 3.18 305,686 32.30 2,858,995 32.20 2,858,995
Total Expenses $348.10 $27,956,167 $362.46 $32,390,405 $352.14 $31,484,884
Net Income ($12,911,950) $258,495 $1,164.,016
Total Patient Days 80,164 88,516 88,516
Occupancy 88% 97.00% 97.00%
Breakeven % 96.24% 93.55%

*Commercial Insurance is moving from Fee-for-Service to Managed Care in the First and Third Year. The facility
used the Medicaid Managed Care rates for reimbursement purpose.

The following is noted with respect to the submitted budget:
¢ Revenues for the current year reflect the facility’s current reimbursement rates by payor. The 2016
average rates of payment are not presently available due to audited financial statements not being
completed.
e The projected Medicaid rates for the first and third year are based on the facility’s actual 2017
Medicaid Pricing Rate, plus the additional $59.47 Capital Add-On the facility expects to receive due
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to this capital renovation project. The facility’s CMI is currently at 1.02 (as updated January 2017),
which is a significant increase from their .8815 CMI in 2015. This increased CMI has positively
impacted the operating cost component of the facility’s Medicaid Pricing Rate, helping to improve
Medicaid revenue.

e Expenses are based on the facility’s 2015 historical cost experience. Operating costs are expected
to remain reasonably stable at the historical level. Staffing patterns for direct care staff will remain
constant, and only a slight reduction in management/supervisory, clerical, housekeeping and food
service personnel is anticipated.

o Break-even for Year One and Year Three budgets is 96.24% and 93.55%, respectively.

o Utilization is expected to increase to 97% in Years One and Three as a direct result of the applicant's
significant capital investment in the physical plant and improved facility infrastructure, as well as the
established referral program.

o Utilization by payor source is as follows:

Current Year  First Year Third Year

Medicaid 75% 65% 65%
Medicare 7% 20% 20%
Commercial 9% 10% 10%
Private/Other 9% 5% 5%

Capability and Feasibility

The total project cost is $61,450,000 and will be financed via the issuance of two separate 20-year term
Albany County Serial Bonds—one for $40,000,000 at approximately 3.5% interest, and one for
$21,450,000 at approximately 3% interest. The County of Albany Office of The Executive has provided
the Albany County Legislature Resolutions authorizing the bond issuances specific for this capital project
and the debt service schedules.

The submitted budget indicates an excess of revenues over expenses of $258,495 in Year One and
$1,164,016 in Year Three. Revenues are based on current reimbursement methodologies plus
incremental capital reimbursement resulting from this project. BFA Attachment C is the budget sensitivity
analysis based on current utilization of the facility as of June 30, 2017, which shows the budgeted
revenues would decrease by $6,623,904 resulting in a net operating loss in year one of $6,365,409. The
Medicaid case mix has increased from 0.8815 in 2015 and 2016 to 1.02 in 2017. The budget appears
reasonable. The applicant has provided documentation from the Albany County Executive indicating that
the County will continue to offset any losses it incurs as is the current practice. The Albany County
Legislature believes this modernization project is imperative to enable the RHCF to remain competitive
with other nursing homes in the geographic area.

Working capital is estimated at $5,247,481 based on two months of the third-year expense. Albany
County Nursing Home will fund the working capital requirement from operations based on $1,844,654 in
cash and a $4,708,141 guaranteed inter-governmental transfer of equity currently with a balance to be
received as shown in BFA Attachment B, Albany County Nursing Home 2016 Statement of Net Position.

BFA Attachment A is the financial summary for Albany County Nursing Home, which shows the facility
had a negative working capital position, a negative net asset position and has experienced an average
net operating loss of $12,447,032. The reasons for the average net operating loss is due to the following:

e Excessive repairs and maintenance costs;

e The inability to attract residents compared to some of their competitors in the area that offer more

newly designed facilities;

e Historically low case mix:

o Employee benefit packages that exceed those in the private sector due to union participation; and

¢ Inefficiencies built into and/or due to the infrastructure the facility.

The applicant’s plan to create a modernized attractive facility is expected to increase efficiencies and
improve occupancy levels. Additionally, Albany County will be adding a dedicated 20-bed secure
dementia unit (though not a locked specialty neurobehavior unit) that is currently not widely available for
residents needing such care in the Albany area. The facility will also get referrals from “Soldier On,” a

nonprofit organization dedicated to helping veterans find transitional housing. With the equipment
_______________________________________________________________________________________________________________________________|]
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upgrades and renovations to be performed, plus their established referral program, the applicant
anticipates the facility will improve utilization to the Department’s optimum level of 97%.

It appears that 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 Albany County Nursing Home
BFA Attachment B Albany County 2016 Statement of Net Position
BFA Attachment C  Budget Sensitivity Analysis

|
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF

OPPORTUNITY. Of Health

Project # 162026-B
Manhattan RSC, LLC d/b/a Manhattan Reproductive
Surgery Center

Program:
Purpose:

Diagnostic and Treatment Center County: New York
Establishment and Construction  Acknowledged: July 15, 2016

Executive Summary

Description

Manhattan RSC, LLC d/b/a Manhattan
Reproductive Surgery Center (MRSC), a New
York limited liability company, requests approval
to establish and construct a single-specialty
Article 28 freestanding ambulatory surgery
center (FASC) specializing in gynecological
services. The facility will be housed in
approximately 10,467 square feet of leased
space on the 21st floor of a building located at
65 Broadway, New York (New York County).
The proposed FASC will include two Class “C”
operating rooms, pre-op and recovery areas with
three pre-op bays and eight recovery bays, and
the requisite support areas.

George D. Kofinas, M.D. is the sole member of
MRSC and will serve as the facility’s Medical
Director. Dr. Kofinas is board-certified in
Obstetrics and Gynecology (OB/GYN) and in
Reproductive Endocrinology and Infertility. He
will be a practicing physician at the facility along
with a team of ten board-certified OB/GYN
physicians. The Center will offer traditional
gynecological services and reproductive
endocrinology-infertility services, including In
Vitro Fertilization. The FASC expects to perform
1,294 procedures in the first year and 1,400
procedures in the third year of operation. Each
physician has provided a letter in support of their
volume estimates for the select surgical
procedures they intend to perform at MRSC.
69% of the projected procedures require a Class
C operating room due to the provision of general
anesthesia and cannot be performed in an
office-based setting.

OPCHSM Recommendation

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

Need Summary

Across the New York City region, there are two
active ASC'’s within Kings County that provide
the single specialty of gynecological services.
These are PBGS, LLC, which opened in October
2014, and Surgery of Tomorrow, which opened
in April 2016. The applicant projects 1,294
procedures in Year One with Medicaid at 2%
and charity care at 2%.

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 $4,131,814 will be met
through member’s equity of $651,459, $680,355
in Landlord Allowances and a bank loan for
$2,800,000 at 5.75% interest for a five-year
term. JP Morgan Chase Bank, N.A has
provided a letter of interest.

The projected budget is as follows:

Year One Year Three
Revenues $5,711,838 $6,177,924
Expenses $3,999,204 $4,111,218
Net Income/(Loss)  $1,712,634 $2,066,706
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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 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]

4. Submission of a sighed agreement with an outside, independent entity, acceptable to the
Department, to provide annual reports to DOH following the completion of each full year of operation.
Reports will be due within 60 days of the conclusion of each year of operation as identified by the
Effective Date on the Operating Certificate issued at project completion.

Each report is for a full operational year and is not calendar year based. For example, if the Operating
Certificate Effective Date is June 15, 2018, the first report is due to the Department no later than
August 15, 2019. Reports must include:

Actual utilization including procedures;

Breakdown of visits by payor source;

Percentage of charity care provided by visits;

Number of patients who needed follow-up care in a hospital within seven days after ambulatory

surgery;

Number of emergency transfers to a hospital,

Number of nosocomial infections recorded;

A brief list of all efforts made to secure charity cases; and

A brief description of the progress of contract negotiations with Medicaid managed care plans.

[RNR]

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

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

Health. [BFA]

7. Submission of a photocopy of the applicant's amended Administrative Services Agreement,
acceptable to the Department. [CSL]

8. Submission of a photocopy of the applicant's amended Development Services Agreement,
acceptable to the Department. [CSL]

9. Submission of a photocopy of the applicant's amended Billing Services Agreement, acceptable to the
Department. [CSL]

10. Submission of a photocopy of the applicant's Anti-Kickback Statement signed by the applicant's
attorney, acceptable to the Department. [CSL]
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11. Submission of a photocopy of the applicant's amended and executed Operating Agreement,
acceptable to the Department. [CSL]

12. Submission of a photocopy of the applicant's lease agreement, acceptable to the Department. [CSL]

13. The submission of State Hospital Code (SHC) Drawings for review and approval, as described in
BAEFP Drawing Submission Guidelines DSG-03 Outpatient Facilities. [AER]

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. Construction must start on or before November 1, 2017 and construction must be completed by July
1, 2018, presuming the Department has issued a letter deeming all contingencies have been satisfied
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. [PMU]

3. The submission of annual reports to the Department as prescribed by the related contingency, each
year, for the duration of the limited life approval of the facility. [RNR]

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

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

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

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

Council Action Date
August 3, 2017

|
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Need Analysis |

Analysis

The service area consists of New York County. New York County has a total of 15 freestanding
ambulatory surgery centers: seven multi-specialty ASCs and eight single-specialty ASCs. The table
below shows the number of patient visits at ambulatory surgery centers in New York County for 2015 &
2016.

. Total Patient Visits
ASC Type | Facility Name 5015 5016
Single Carnegie Hill Endo, LLC 11,898 12,201
Multi East Side Endoscopy 9,302 9,839
Multi Fifth Avenue Surgery Center 751 587
Multi Gramercy Park Digestive Disease Center 12,613 13,288
Multi Gramercy Surgery Center, Inc. 3,030 3,303
Single Kips Bay Endoscopy Center, LLC 9,561 9,873
Single Liberty Endoscopy Center (opened 1/13/17) N/A N/A
Single Manhattan Endoscopy Center, LLC 12,773 16,063
Multi Manhattan Surgery Center 5,087 5,856
Single Mid-Manhattan Surgi-Center 3,360 3,597
Multi Midtown Surgery Center 2,608 2,666
Single Retinal Ambulatory Surgery Center of New York Inc. 2,963 3,787
Multi SurgiCare of Manhattan, LLC 4,439 4,353
Single West Side Gl 14,608 15,341
Single Yorkville Endoscopy Center 8,596 9,754
Total 101,589| 110,589

(Source:SPARCS, 2017)

From 2015 to 2016, New York County experienced a 8.8% increase in ambulatory surgery center visits.

The applicant projects 1,294 procedures in Year One and 1,400 in Year Three. These projections are
based on the current practices of participating surgeons. The table below shows the projected payor
source utilization for Years One and Three.

I Year One Year Three
Projections - 162026 Volume % Volume %
Medicaid - MC 26 2.0% 28 2.0%
Medicare - MC 26 2.0% 28 2.0%
Commercial Ins - MC 1,022 79.0% 1,106 79.0%
Private pay 194 15.0% 210 15.0%
Charity Care 26 2.0% 28 2.0%
Total 1,294 100.00% 1,400 100.00%

The Center initially plans to obtain contracts with the following Medicaid Managed care plans: Fidelis and
Healthfirst. The applicant states that there are nine Federally Qualified Health Centers (FQHC) located
within one mile of the proposed site. The center plans to reach out to the neighboring FQHCs to provide
service to underinsured patients.

Conclusion
Approval of this project will provide increased access to gynecological surgery services for the
communities of New York 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
Manhattan RSC, LLC seeks approval to establish and construct a single-specialty ambulatory surgery
center that will provide gynecological services at 65 Broadway in Manhattan (New York County).

Proposed Operator Manhattan RSC, LLC
Doing Business As Manhattan Reproductive Surgery Center
Site Address 65 Broadway
New York, NY (New York County)
Surgical Specialties Single Specialty:
Gynecological Services
Operating Rooms 2 (Class C)
Procedure Rooms 0
Hours of Operation 7 days a week, 6:00 am to 8:00 pm
Staffing (1%/ 3™ Year) 12.0 FTEs/12.0 FTEs
Medical Director George D. Kofinas, M.D., FACOG
Emergency, In-Patient & Backup | Will be provided by:
Support Services Agreement and | Mt Sinai Hospital West
Distance 5.6 miles / 29 minutes
On-call service An answering service with access to the surgeon (or on-call
physician) will be provided

Character and Competence
The sole member of Manhattan RSC, LLC is George D. Kofinas, M.D.

Dr. Kofinas is Board-certified in Obstetrics and Gynecology and holds sub-certification in Reproductive
Endocrinology and Infertility. He has operated a private practice with a focus on reproductive medicine,
surgery, and In Vitro Fertilization for over 20 years and has over 30 years of experience in the field of
Reproductive Endocrinology and Infertility. From 1987 to 2000, while at the Brooklyn Hospital Center, Dr.
Kofinas served in several positions including Chief of Reproductive Endocrinology and Infertility;
Chairman of the Department of Obstetrics and Gynecology, and Director of the Residency Program.
Since November 2000, he has served as New York Methodist Hospital’'s Chief of Reproductive
Endocrinology and Infertility. Dr. Kofinas plans to perform procedures at the proposed Center as well as
serve as the Center’s 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, records of legal action, and 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. Kofinas disclosed three (3) open malpractices 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.

Integration with Community Resources

The Center will have a referral relationship with a local FQHC which, along with other neighboring
diagnostic and treatment centers and outpatient clinics, will serve as primary care alternatives for those
patients who do not have access to primary care services. The facility will also establish and maintain a

|
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list of nearby primary care physicians who are accepting new patients. The Center will serve all patients
without regard to personal characteristics or source of payment. A sliding fee scale and charity care will
be available for those patients who are uninsured or underinsured and desire general gynecological
surgical and reproductive endocrinology/infertility ambulatory surgical services.

The Center intends to utilize a state-of-the-art electronic medical record and will consider integrating into
a Health Information Exchange. The Center also plans to explore possible participation in an
Accountable Care Organization.

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.

Financial Analysis |

Lease Rental Agreement
The applicant submitted an executed lease for the proposed site, summarized below:

Date: September 22, 2016
Premises: |10,467 square feet on the 21 floor of 65 Broadway New York
Landlord: 65 Broadway Owner LLC

Lessee: Manhattan RSC, LLC
Term: 16 years with one five-year renewal option
Rental: $512,883 annually ($42,740.25/month or $49 per sq. ft.) with a 2.25% annual rate increase

Provisions: | Triple Net, lessee pays all fees associated with the leased asset

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

Administrative Services Agreement
The applicant submitted an executed Administrative Services Agreement (ASA), as summarized below:

Date: January 5, 2017

Facility/Operator: Manhattan RSC, LLC

Administrator: Frontier Healthcare Management Services, LLC

Service Provided: Administrative services including: staffing/scheduling; accounting; purchasing;

compliance with policies and procedures, and medical staff By-laws/rules; medical
staff application and credentialing; accreditation; physical plant and materials
management; nursing and administration.

Term: Five years with two additional automatic two-year renewals

Fee/Compensation: | $250,000 base fee per year, with a 1.5% cost of living increase per year;
$350,000 bonus compensation for every $4 million operating profit the facility
generates during any year of the contract.

While Frontier Healthcare Management Services, LLC will provide all of the above services, the Licensed
Operator retains ultimate authority, responsibility and control for the operations.

|
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Billing Services Agreement
The applicant submitted an executed Billing Services Agreement (BSA), as summarized below:

Date: January 5, 2017
Facility/Operator. | Manhattan RSC, LLC
Contractor: Frontier Healthcare Billing Services, LLC

Service Provided: | All Billing services including obtaining/entering pre-authorization patient information
into the scheduling system, verifying patients’ eligibility and benefits, answering
inquiries on claims on behalf of the facility, submitting bills, referring uncollectible
bills to a collection agent and providing billing reports.

Term: Five-years with two additional automatic two-year renewals

Billing Fee: $30 per technical and professional claim and a $4,170 monthly fee per FTE required
for benefit verification/authorization. A 3% per year cost of living increase shall be
applied to the preceding years’ fees at the beginning of each calendar year.

While Frontier Healthcare Billing Services, LLC. Will provide all of the above services, the Licensed
Operator retains ultimate authority, responsibility and control for the operations.

Per the Department’s new Service Contract Policy for Article 28 Facilities implemented December 13,
2016, both the ASA and BSA include the mandatory Reserve Powers, Conflict and Notwithstanding
Clauses now required to be included to insure against illegal delegations of authority. The applicant has
also submitted the required respective Attestations acknowledging that there are statutory and regulatory
requirements that cannot be delegated to a third party and that they will not engage in any such illegal
delegations.

Total Project Cost and Financing
Total project costs, estimated at $4,131,814, are broken down as follows:

Renovation & Demolition $2,512,080
Design Contingency $251,208
Construction Contingency $251,208
Movable Equipment $986,328
Interim Interest Expense 106,400
CON Application Fee $2,000
CON Processing Fee 22,590
Total Project Cost $4,131,814

Project costs are based on a start date of November 1, 2017, with an eight-month construction period.
The applicant’s financing plan appears as follows:

Cash $651,459
Landlord Improvement Allowance $680,355
Bank Loan (5.75% interest, 5-year term) $2,800,000
Total $4,131,814

JP Morgan Chase Bank, N.A. has provided a letter of interest for the loan at the stated terms.
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Operating Budget
The applicant has submitted their first and third year operating budgets, in 2016 dollars, as summarized

below:
Year One Year Three
Per Proc. Total Per Proc. Total

Revenues

Medicaid $942.08 $24,494 $946.14 $26,492

Medicare $1,490.58 $38,755 $1,497.07 $41,918

Commercial $5,242.59 $5,357,924 $5,239.72 $5,795,131

Private Pay $1,498.27 $290,665 $1,497.00 $314,383
Total Revenues $5,711,838 $6,177,924
Expenses

Operating $2,396.48 $3,101,049 $2,326.01 $3,256,408

Capital $694.09 $898,155 $610.58 $854,810
Total Expenses $3,090.57 $3,999,204 $2,936.58 $4,111,218
Net Income or (Loss) $1,712,634 $2,066,706

Utilization (procedures) 1,294 1,400

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

Medicaid 2.0%
Medicare 2.0%
Commercial 79.0%
Charity 2.0%
Private Pay 15.0%
Total 100.0%

The following is noted with respect to the submitted budget:

e Revenues are based on current and projected Federal and State government reimbursement rates,
with commercial payor rates reflecting adjustments based on experience in the region.

e The applicant indicated they are committed to serving all persons in need of surgical care without
regard to ability to pay or other personal characteristics. They have submitted their Charity Care
Program documenting their intent to partner with local community agencies and various FQHCs to
market the center’'s Charity Care Program, and to establish contracts with Medicaid Managed Care
Plans.

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

e Utilization projections are based on current caseloads. The doctors intending to practice at MSRC
have submitted letters in support of their utilization projections.

e Breakeven is approximately 73.80% of projected utilization or 955 procedures in Year One, and
70.14% of projected utilization or 982 procedures in Year Three.

The budgets are reasonable.

Capability and Feasibility

The total project cost of $4,131,814 will be satisfied with $651,459 equity from the proposed member, a
$680,355 landlord improvement allowance and a bank loan for $2,800,000 at the above stated terms. JP
Morgan Chase Bank, N.A. has provided a letter of interest.

The working capital requirement is estimated at $685,203 based on two months of third year expenses.
The applicant will provide $435,203 from personal resources and will finance $250,000 for a five-year

term at approximately 6% interest. JP Morgan Chase Bank, N.A. has provided a letter of interest. BFA
________________________________________________________________________________________________________________________________|]
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Attachment A is the net worth statements of the applicant member, which indicates sufficient liquid
resources to meet the equity and working capital requirements. BFA Attachment B is the pro-forma
balance sheet that shows operations will start with $1,482,408 in equity.

MSRC projects net income of $1,712,634 and $2,066,706 in the first and third years, respectively.
Revenues for Medicare and Medicaid are based on current and projected Federal and State government
reimbursement rates, with commercial payor rates reflecting adjustments based on experience in the
region. The budgets are reasonable.

The applicant recognizes the need to address the eventual change over to Managed Care Organizations
(MCOs). They are not yet in a position to execute and negotiate contracts or letters of intent with MCOs
but plan on establishing contracts upon approval of this application.

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

Recommendation
From a financial perspective, contingent approval is recommended.

Supplemental Information |

The Department sent letters to area hospitals, listed below, asking for information on the impact of the
proposed ambulatory surgery center in their service areas. No hospitals responded. In the absence of
comments from hospitals in the area, the Department finds no basis for reversal or modification of the
recommendation for approval of this application based on public need, financial feasibility and
owner/operator character and competence.

New York-Presbyterian/Lower Manhattan -- No Response
170 Williams Street
New York, New York 10038

Mount Sinai Beth Israel -- No Response
Fist Avenue at 16th Street
New York, New York 10003

NY Eye & Ear Infirmary of Mount Sinai -- No Response
310 East 14th Street
New York, New York 10003

NYU Hospital for Joint Diseases -- No Response
301 East 17th Street
New York, New York 10003

New York Methodist Hospital -- No Response

506 Sixth Street
Brooklyn, New York 11215

Attachments |

BFA Attachment A Personal Net Worth Statement of Proposed Member of Manhattan RSC, LLC
BFA Attachment B Pro Forma Balance Sheet of Manhattan RSC, LLC
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF

OPPORTUNITY. Of Health

Project # 162088-E
Day-OP Center of Long Island Inc.

Program:

Purpose: Establishment

Diagnostic and Treatment Center

County: Nassau
Acknowledged: August 3, 2016

Executive Summary

Description

Day-OP Center of Long Island, Inc. (the Center),
a multi-specialty Article 28 freestanding
ambulatory surgical center (FASC) located at
110 Willis Avenue, Mineola (Nassau), requests
approval to transfer 100% ownership interest
(1,000 shares) from the estate of the sole
current member, Vincent DiGregorio, M.D., to a
one new shareholder, David Cooper, M.D. Dr.
DiGregorio passed away unexpectedly in
December 2014, and the estate is now selling all
assets and liabilities of the company through a
Share Purchase Agreement. Dr. Cooper will
purchase all 1,000 outstanding shares of stock
for $5,000 and become the sole member of the
facility upon Public Health and Health Planning
Council (PHHPC) approval.

The Center is housed in 11,347 square feet of
leased space and has four operating rooms, as
well as preoperative and recovery areas. Upon
approval, the new shareholder will continue to
operate the FASC under the terms of its existing
sublease agreement with Day-Op Surgery
Consulting Company, LLC (lessee) and KKT
Realty I, LP (landlord). The approved 20-year
sublease expires October 31, 2022, and is
renewable for four additional five-year periods.

The Center provides General Surgery, Podiatry,
Obstetrics and Gynecology, Ophthalmology,
Orthopedics, Otolaryngology, Pain
Management, and Plastic Surgery procedures.
No change to the current services is being
proposed in this application, and the existing
transfer and affiliation agreements with
Winthrop-University Hospital and Mercy Medical
Center will remain in place. Michael Cohen,

M.D. will continue to serve as Medical Director
of the Center.

OPCHSM Recommendation
Contingent Approval

Need Summary
There will be no Need recommendation for this
project.

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
transaction. The applicant will fund the $5,000
purchase price for the shares with existing liquid
resources. The projected budget is as follows:

Year One Year Three
$6,231,797 $8,658,093
$5,261,267 $6,125,535

$970,530 $2,532,558

Revenues
Expenses
Net Income (Loss)
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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 an executed Consulting and Administrative Services Agreement, acceptable to the

Department of Health. [BFA]

2. Submission of a photocopy of an amended Certificate of Incorporation of Day-Op Center of Long

Island, Inc., which is acceptable to the Department. [CSL]

3. Submission of a photocopy of amended By-laws of Day-Op Center of Long Island, Inc., which is

acceptable to the Department. [CSL]

4. Submission of a photocopy of an amended facility sub-lease between Day-Op Center of Long Island,
Inc. and Day-Op Surgery Consulting Company, LLC, which is acceptable to the Department. [CSL]
5. Submission of a photocopy of an amended facility lease between Day-Op Surgery Consulting
Company, LLC and the landlord, KKT Realty Ill, LP, which is acceptable to the Department. [CSL]
6. Submission of a photocopy of a specimen stock certificate for Day-Op Center of Long Island, Inc.,

which is acceptable to the Department. [CSL]

7. Submission of an executed Consulting and Administrative Services 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
August 3, 2017
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Need Analysis |

Background

Day-Op Center of Long Island, Inc. is an existing Article 28 ambulatory surgery center providing
orthopedic, ophthalmology, otolaryngology, pain management, general surgery, podiatry, obstetrics and
gynecology, and plastic surgery services. This facility has been providing multi-specialty surgery services
to the residents of Nassau County since 1989. Upon approval of this application, 13 new physicians will
begin performing surgeries at the center. The center served a total of 3,257 patients in 2014, and 2,514
patients in 2015, and 2,605 patients in 2016. (Source: SPARCS)

The table below shows reported Charity Care and Medicaid over the last three years.

SPARCS AHCEF reports
Year Charity * | Medicaid Charity Medicaid
2014 2.4% 4.6% 0.0% 4.6%
2015 1.4% 9.6% 0.0% 8.7%
2016 1.6% 3.7% N/A N/A

1 The category for charity care also includes self-pay patients and bad debt.

Conclusion
This application is for the transfer of shares and thus there will be no Need recommendation.

Program Analysis |

Project Proposal

Day-Op Center of Long Island Inc., an existing Article 28 Diagnostic and Treatment Center located at 110
Willis Avenue in Mineola (Nassau County), requests approval to transfer a 100% ownership interest from
the estate of the sole current member to one new sole shareholder of the Center. There are no
programmatic changes as a result of this request; however, staffing is expected to increase by 3.2 FTEs
by the end of the first year of operation and by 5.9 FTEs by the third year of operation.

In December 2014, the sole shareholder of the Center, Vincent DiGregorio, M.D., passed away
unexpectedly. David Cooper, M.D. proposes to acquire the outstanding shares of stock from the estate of
Dr. DiGregorio.

The table below details the proposed change in ownership:

Member Name Current Proposed
Vincent DiGregorio, MD 100% | @ -
David Cooper, MD | = - 100%

Character and Competence

David Cooper, M.D. has experience in the operation of ambulatory surgery centers in New York State as
he currently holds an ownership interest in Pro Health Ambulatory Surgery Center, Inc., located in Lake
Success (Nassau County). Dr. Cooper also has relevant experience in the management of physician
practices, as the Managing Partner of Pro Health Care Associates, LLP, a physician practice with over
800 physicians. He is also the CEO of Pro Health Medical Management, LLC, which owns Day-Op
Surgery Consulting Company, LLC. Finally, Dr. Cooper owns Mobile Medical Services, P.C., the
anesthesia group that will continue to provide anesthesia 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
_______________________________________________________________________________________________________________________________|]
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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.

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.

Financial Analysis |

Share Purchase Agreement
The applicant has submitted an executed Share Purchase Agreement to be effectuated upon PHHPC
approval. The terms are summarized below:

Date: June 24, 2016
Seller: Estate of Vincent DiGregorio, MD
Buyer: David Cooper, M.D.

Shares Acquired: | 1,000 shares of stock (100%)

Asset Acquired: All assets owned by the company which include: cash, accounts receivable,
equipment, and other assets.

Assumption of All liabilities incurred by the company which include: accounts payable, accrued
Liabilities: expenses, long term debt, and other liabilities.

Purchase Price: $5,000

Payment of the Equity due at Closing

Purchase Price:

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 the liability and responsibility. Currently, there are no outstanding Medicaid liabilities or
assessments.

Administrative Service Agreement
The applicant has submitted a draft Consulting and Administrative Services Agreement (CASA), the terms
of which are summarized below:

Facility: Day-Op Center of Long Island, Inc.

Contractor: | Day-Op Surgery Consulting Company, LLC

Services General business administration and supervision, which includes secretarial and other
Provided: office personnel support services, IT systems support, and real estate management; Billing

and Collection, establish and maintain bank accounts; procurement of premises, inventory
and supplies, and furniture, fixtures, and equipment; Maintain files, reports and medical
records; Service Contract Management; Center Administration which includes: financial
planning, marketing, assistance, personnel, patient surveys, and accreditation; Risk
Administrative Services; Computer Services; Fiscal Services which include: accounting,
payroll, tax returns, compliance program, licenses, credentialing, membership eligibility
and support, quality improvement and legal services.

Term: 15 years - renewable for an additional 5 years

Fee: The Center shall pay all actual costs incurred to provide the Administrative Services, plus
10% of the Administrative Costs and any other costs related to office space of the Center.
In no event shall the Center be obligated to pay the Fee if such payment would cause the

Center to operate at a net loss in a given month.
_______________________________________________________________________________________________________________________________|]
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The services provider, Day-Op Surgery Consulting Company, LLC, is owned by Pro Health Medical
Management, LLC, which is related to the applicant through common ownership. The draft CASA
provides that the licensed operator retains ultimate control in all the final decisions associated with the

services provided.

Operating Budget

The applicant has submitted the current year (2016) and the first and third year projected operating

budgets, in 2017 dollars, as summarized below:

Revenues
Commercial - FFS
Medicare - FFS
Medicaid - MC
Private Pay

Other

Revenue Subtotal

Other Op Rev *

Total Revenue

Expenses
Operating
Capital

Total Expenses

Net Income (Loss)

Utilization
Cost/Procedure

Current Year Year One Year Three
Per Proc. Total Per Proc. Total Per Proc. Total

$1,329 $2,544,389 $1,358 $4,292,219 $1,369 $5,890,235
$1,332 307,690 $1,358 518,880 $1,369 711,968
$1,328 405,005 $1,355 682,835 $1,368 936,851
$1,325 46,364 $1,349 78,214 $1,359 107,334
$1,329 264,487 $1,355 445,787 $1,368 611,547
$3,567,935 $6,017,935 $8,257,935
$10,101 $213,862 $400,158
$3,578,036 $6,231,797 $8,658,093

$1,572 4,218,449
$45 119,998
$1,616 $4,338,447

($760,411)

2,684
$1,616

$1,160 5,141,269
$27 119,998
$1,187 $5,261,267

$970,530

4,434
$1,187

$995 6,005,537
$20 119,998
$1,015 $6,125,535

$2,532,558

6,034
$1,015

* Other operating revenue consists of Anesthesia Services (Mobile Medical Contract).

Utilization by payor is as follows:

Payor
Commercial - FFS

Medicare - FFS
Medicaid - MC
Private Pay
Other

Total

Current Year Year One Year Three
71% 71% 71%
9% 9% 9%
11% 11% 11%
1% 1% 1%
1% % %
100% 100% 100%

The following is noted with respect to the submitted budget:
e The Ambulatory Patient Group reimbursement rates reflect current and projected Federal and State
government rates, with commercial and private payors reflecting adjustments based on experience in

the region.

e Revenue assumptions are based on the applicant’s extensive business planning and a projected
increase in the number of procedures due to the anticipated addition of 13 new physicians at the
Center upon approval of this application (the facility currently has 5 physicians providing FASC
services). The projected procedures are based on the current and new physicians’ existing
caseloads. The 13 new physicians have provided letters of intent in support of their respective
caseloads. The applicant indicated that the new volume will not come from Hospitals.

e Expense assumptions are based upon the experience of the proposed member and the participating
surgeons, as well as the experience of other FASCs in NYS.

|
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Capability and Feasibility

There are no project costs associated with this transaction. The purchase price for the FASC is $5,000 to
be funded via equity from the proposed member. BFA Attachment A is the personal net worth statement
of Dr. David Cooper, which shows the availability of sufficient liquid resources.

The working capital requirement is estimated at $1,020,923 based on two months of third year expenses.
All working capital needs will be provided by the sole member, Dr. David Cooper. Review of BFA
Attachments A reveals sufficient resources to meet all the equity requirements.

BFA Attachment B, Financial Summary of Day-Op Center of Long Island, Inc., indicates that the facility
has experienced negative working capital, negative equity position, and a net loss for the period shown.
The loss is attributable in part to the death of the current owner in 2014, with ownership held in Estate,
plus the facility experienced the death of a high-volume pain management surgeon that had a significant
negative impact on volume. The decline in volume was the primary driver of decreased revenues.
Volume is expected to turn around under new ownership as additional physicians begin to work at the
Center.

BFA Attachment C is Day-Op Center of Long Island, Inc.’s pro forma balance sheet that shows
operations will start with a deficit of $127,786 due to the current operations transferring to the new owner
with a negative net equity of approximately $1,146,943 through the Share Purchase Agreement.

The FASC projects net income of $970,530 and $2,532,558 in the first and third years of operation after
the change in ownership, respectively. The 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.

Attachments

BFA Attachment A Net Worth Statement of Proposed Member
BFA Attachment B Financial Summary- Day-OP Center of Long Island, Inc.
BFA Attachment C  Pro-Forma Statement

|
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF
OPPORTUNITY.

of Health

Project # 162581-E
SCOB, LLC d/b/a SurgiCare of Brooklyn

Program:

Purpose: Establishment

Diagnostic and Treatment Center

County: Kings
Acknowledged: January 6, 2017

Executive Summary

Description

SCOB, LLC d/b/a SurgiCare of Brooklyn, a New
York limited liability company, requests approval
to be established as the new operator of the
ambulatory surgery component of New York
Center for Specialty Surgery, located at 313 43
Street, Brooklyn (Kings County). The facility
currently operates as both a D&TC and
Ambulatory Surgery Center (ASC) and is
licensed for Ambulatory Surgery-Multi Specialty
and Lithotripsy services, as well as D&TC
services including Medical Services-Primary
Care and Medical Services-Other Medical
Specialties. The applicant is acquiring only the
ASC component of the operation, which is in
separate space from the D&TC operations. The
D&TC component will remain with the current
operator and will change its assumed name to
no longer indicate surgery services are being
provided. Upon approval of this application, the
applicant will contract with Surgem
Management, LLC, a related entity through
common ownership, for the provision of
administrative and billing related services.

Ownership, per Department records, of the ASC
before and after the requested change is as

follows:
Current
Ambulatory Surgery Center of Brooklyn, LLC
Members
Terry Lazar 99.3775%
Medical Forefronts of 0.6225%

Brooklyn, LLC
Glen K. Lau, MD (100%)

Proposed
SCOB, LLC
Members
Boro Ventures, LLC 100%

John Hajjar, M.D. (81.0%)
Omin Feingold (11.5%)
Philip Yachmetz (7.5%)

OPCHSM Recommendation
Contingent Approval

Need Summary
The applicant commits to providing charity care
that is at a minimum of 2% of total.

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 purchase price for the ASC operations is
$2,200,000. To meet the purchase price,
SCOB, LLC purchased a Loan and Judgment in
the amount of approximately $2,200,000
(including principal and interest) from a third
party commercial bank lender who had provided
a loan to the current operator, which was also
personally guaranteed by its existing member,
Terry Lazar. Per Section 2a of the APA,
payment to the seller will be a credit or
forgiveness of debt of the existing loan.
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The projected budget is as follows:

Revenues $10,173,571
Expenses 8,766,836
Net Income $1,406,735

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

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

3. Submission of a photocopy of the Operating Agreement of SCOB, LLC, which is acceptable to the
Department. [CSL]

4. Submission of a photocopy of the Articles of Organization of SCOB, LLC, which is acceptable to the
Department. [CSL]

5. Submission of a photocopy of the Administrative Services Agreement between Surgem Management,
LLC and SCOB, LLC, which is acceptable to the Department. [CSL]

6. Submission of an Attestation for Service Agreements, which is acceptable the Department. [CSL]

7. Submission of a photocopy of a Sub-lease between Regent Medical Properties, LLC and SCOB, LLC,
which is acceptable to the Department. [CSL]

8. Submission of a photocopy of a master lease between Regent Medical Properties, LLC and Sunset
Park Debt, LLC, which is acceptable to the Department. [CSL]

9. Submission of a photocopy of an executed purchase agreement between Sunset Park Debt, LLC and
Regent Medical Properties, LLC, which is acceptable to the Department. [CSL]

10. Submission of a photocopy of an executed Certificate of Assumed Name for SCOB, LLC to use the
assumed name, SurgiCare of Brooklyn, which is acceptable to the Department. [CSL]

11. Submission of a photocopy of an Application for Authority to do business in New York for Soro
Ventures, LLC, which is acceptable to the Department. [CSL]

12. Submission of a photocopy of an Operating Agreement of Soro Ventures, LLC. [CSL]

13. Submission of a photocopy of an Asset Purchase Agreement between Ambulatory Surgery Center of
Brooklyn, LLC, Terry Lazar, and SCOB, LLC, which is 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
August 3, 2017

|
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Need Analysis |

Analysis

New York Center for Specialty Surgery has been providing multi-specialty surgery services, primarily
orthopedic and pain management, to the residents of Kings County since 1994. The center currently
operates as both a diagnostic and treatment center and as an ambulatory surgery center. The new
operator is purchasing only the ambulatory surgery center. The non-ambulatory surgery services will
remain with the seller.

The center served a total of 294 patients in 2014, 864 patients in 2015, and 1,143 patients in 2016
(Source: SPARCS). The table below shows the SPARCS reported Charity Care and Medicaid over the
last three years.

SPARCS?
Year Charity | Medicaid
2014 0.0% 39.8%
2015 1.7% 0.0%
2016 1.7% 0.1%

! The category for charity care also includes self-pay patients and bad debt.

The applicant’s charity care plan and commits to providing charity care at a minimum of 2% of total.

Conclusion

Approval of this project will provide for continued access to multi-specialty surgery services for the
residents of Kings County.

Recommendation
From a need perspective, approval is recommended.

Program Analysis |

Character and Competence
The proposed members of SCOB, LLC and membership interest is noted below:

Name Interest

Boro Ventures, LLC 100.00%
John Hajjar, M.D. 81.00%
Orrin Feingold 11.50%
Philip Yachmetz 7.50%

Dr. John Hajjar, who has been identified as the proposed Medical Director, has over three decades of
experience in health care. He earned his medical degree from Georgetown University School of Medicine
and completed surgical training at New York University Medical Center. He is board-certified in urology
and has extensive experience in the ownership and operations of multi-specialty ambulatory surgery
centers in New Jersey and Florida.

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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Dr. Hajjar disclosed that a suit filed by the Delaware Professional Insurance Company in October 2013
alleging breach of fiduciary duty and other claims was a countersuit filed in response to litigation
previously filed by Dr. Hajjar. In December 2014, both matters were settled through arbitration.

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.

Dr. Hajjar has disclosed affiliation with numerous healthcare-related businesses, among those, 15
ambulatory surgery centers located in New Jersey and Florida.
e On October 24, 2011, Surgicare of Boca (located in Boca Raton, Florida) paid a $5,000 fine to the
Florida Department of Health (FLDOH) to settle deficiencies related to licensure requirements
that were noted on an unannounced survey conducted on March 7, 2011.
e On November 17, 2015, Surgicare of Boca was fined $400 by the FLDOH due to not paying a
survey fee timely.

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, contingent approval is recommended.

Financial Analysis |

Asset Purchase Agreement
The applicant has submitted an executed asset purchase agreement, which is summarized below:

Date: December 12, 2016

Seller: Ambulatory Surgery Center of Brooklyn, LLC (BASC) (Operator) and Terry Lazar
(Owner)

Buyer: SCOB, LLC

Assets Equipment, furniture, fixtures, instruments and other tangible assets related to

Acquired: the operation of the ASC, all inventory and supplies, all telephone and fax

numbers used by the ASC, all intangible personal property of BASC relating to or
in connection with the ASC, assignment of any trade names, all books, manuals,
records, billing information, promotional and advertising materials and such other
materials relating to the ASC, all accounts receivable to BASC existing as of the
Closing Date, all cash and cash equivalents of BASC existing as of the Closing
Date and all goodwill and all other tangible and intangible assets and property of
BASC used or held for use relating to or in connection with the ASC.

Assumption of SCOB shall not assume or be responsible for any debts, claims, commitments,
Liabilities: liabilities or obligations of any nature whatsoever, express or implied, fixed or
contingent, of BASC, the Owner and/or the ASC.

Purchase Price: | $2,200,000

Payment of SCOB, LLC purchased a Loan and Judgment in the amount of approximately
Purchase Price: | $2,200,000 (including principal and interest) from a third party commercial bank
lender who had provided a loan to BASC, which was also personally guaranteed
by its existing sole member, Terry Lazare.

|
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Per Section 2a of the APA, payment to BASC will be a credit or forgiveness of debt of the existing Loan
and Judgement purchased by SCOB, LLC. As such, the purchase price has already been met by the
proposed new members.

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 Seller of its liability and responsibility. As of May 5, 2017, the facility had an outstanding Medicaid
overpayment liability totaling $766,369.

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

Operator: SCOB, LLC
Contractor: | Surgem Management, LLC (Surgem)

Term: 5 years
Services Assist the Operator in the following: facility maintenance; acquiring certain equipment,
Provided: facilities and supplies necessary on a regular basis for the operation of the Center;

screening, training and evaluating any employees or contractors; manage scheduling
needs as well as support of the Operator’s community outreach and education programs;
assist and supervise development of the annual budget for the Center with an estimate
of the operating revenues and expenses and capital expenditures for the year; assist in
the preparation and submit to the Operator monthly financial statements for the Center;
assist in the operating financial and accounting systems for the Center; and assist the
Operator in that management of the accounts payable functions.

Fee: $1,500,000 year one, with a 5% increase each year thereafter.

The applicant indicated that the Operator will retain ultimate authority, responsibility and control in all final
decisions associated with the services. In accordance with the Department's ASA and Contract
standardization policy effective December 13, 2016, the terms of the executed ASA must acknowledge
the reserve powers that must not be delegated, the conflicts clause provisions ensuring that the Licensed
Operator retains ultimate control for the operations, and the notwithstanding clause provisions to ensure
compliance with governmental agencies, statutes and regulations. In addition, the applicant must submit
an executed attestation acknowledging understanding of reserve powers that cannot be delegated, and
that they will not willfully engage in any such illegal delegations of authority.

Lease Rental Agreement
The applicant has submitted an executed lease/sublease agreement for the site that they will occupy,
which is summarized below:

Dates: September 15, 2016 (lease); September 16, 2016 (sublease)

Premises: A portion of the premises located at 313 43™ Street Brooklyn, New York,
representing approximately 10,000 square feet of the leased premises.

Landlord: Sunset Park Debt LLC

Lessor/Sublessor: | Regent Medical Properties, LLC

Subtenant: SCOB, LLC

Term: Fifteen (15) years and automatically renew for two (2), five year periods.

Rental: $525,000 ($52 per sq. ft.) year one with a 2% annual increase thereafter.

Provisions: Subtenant is responsible for maintenance, utilities, insurance and repairs.

The applicant has confirmed that the lease agreement is an arm’s length arrangement as there is no
relationship between the landlord, Sunset Park Debt LLC, and the tenant, Regent Medical Properties,
LLC. However, the sublease is non-arm’s length as there is a relationship between tenant and sub-
tenant, SCOB, LLC, in that they have common membership interest.

|
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Operating Budget
The applicant has submitted an operating budget for the ASC, in 2017 dollars, during the first year after
the change in operator, summarized below:

Current Year (2015) Year One
Per Proc. Total Per Proc. Total

Revenues

Commercial $2,833.96 $2,442,877 $4,073.02 $7,836,496
Medicaid MC 0 $1,453.57 213,675
Medicare MC 0 $1,583.16 1,396,350
Private Pay 0 $2,811.93 81,546
Other 0 $5,470.37 645,504
Total Revenues $2,442,877 $10,173,571
Expenses

Operating $3,555.37 $3,064,731 $2,530.07 $7,994,306
Capital 153.38 132,216 244.39 772,030
Total Expenses $3,708.75 $3,196,947 $2,774.46  $8,766,336
Net Income ($754,070) $1,407,235
Procedures 862 3,159
Cost Per Procedure $3,708.76 $2,775.04

Utilization by payor for the ASC operation during the current year and the first year after the change in
operator is as follows:

Current Year Year One

Commercial 100% 60.9%
Medicaid MC 0% 4.7%
Medicare MC 0% 27.9%
Private Pay 0% .9%
Other 0% 3.7%
Charity Care 0% 1.9%

Revenue, expense and utilization assumptions are based on the proposed members’ historical
experience in operating ambulatory surgery centers. The applicant provided letters from physicians in
support of utilization assumptions.

The applicant has provided their Charity Care Policy, which attests to their commitment to provide charity
care that is at a minimum not less than 2% of total. The Policy provides for service at no charge for
patients with household incomes of less than 200% of the Federal poverty level. The Billing Manager will
ensure compliance for patient completion of the Financial Data Form and for providing a recommendation
to the Administrator for review and approval of charity care service.

Capability and Feasibility

The purchase price for the operations is $2,200,000. To meet the purchase price, the proposed operator
purchased a Loan and Judgment in the amount of approximately $2,200,000 (including principal and
interest) from a third party commercial bank lender who had provided a loan to BASC, which was also
personally guaranteed by its existing sole member, Terry Lazar. Per Section 2a of the APA, payment to
BASC will be a credit or forgiveness of debt of the existing loan.

Working capital requirements are estimated at $1,461,064, which is equivalent to two months of first year
expenses. The applicant will provide equity to meet the working capital requirement. BFA Attachment A
is the personal net worth statements for the proposed members of SCOB, LLC, which indicates the
availability of sufficient funds for the equity contribution. BFA Attachment B is the pro forma balance sheet
of SCOB, LLC, which indicates a positive net asset position of $1,711,064 as of the first day after the
change in operator.
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The submitted budget indicates a net income of $1,407,235 during the first year after the change in
operator. Revenues are based on current reimbursement methodologies. The submitted budget appears
reasonable.

BFA Attachment C is the 2015 certified financial statements of Ambulatory Surgery Center of Brooklyn.
As shown, the entity had a negative working capital position and a positive net asset position. The
applicant indicated that the reason for the negative working capital position is prior historical losses. Also,
the entity incurred a net loss of $672,722 in 2015. The applicant has indicated that the reason for the
losses were a decrease in volume.

BFA Attachment D is the 2016 certified financial statements of Ambulatory Surgery Center of Brooklyn.
As shown, the entity had a negative working capital position and a negative net asset position in 2016.
The reason for the negative positions is because of prior historical losses. Also, the entity incurred a loss
of $1,109,319 in 2016. The reason for the loss in 2016 was the result of decrease in volume.

Subject to the noted contingency, 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.

Attachments |

BFA Attachment A Personal Net Worth Statements- Proposed Members

BFA Attachment B Pro Forma Balance Sheet

BFA Attachment C  Financial Summary- 2015 certified financial statements of Ambulatory Surgery
Center of Brooklyn

BFA Attachment D Financial Summary- 2016 certified financial statements of Ambulatory Surgery
Center of Brooklyn

|
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF

OPPORTUNITY. Of Health

Project # 171220-E
Fifth Avenue Surgery Center

Program: Diagnostic and Treatment Center County: New York
Purpose: Establishment Acknowledged: March 27, 2017

Executive Summary

Description

Fifth Avenue Surgery Center, LLC, a proprietary,  Proposed Ownership
multi-specialty, Article 28 freestanding Fifth Avenue Surgery Center, LLC
ambulatory surgery center (FASC) located in Members )
leased space at 1049 Fifth Avenue, New York Charles Raab 8%
(New York County), requests approval to Gregg Rock. D.P.M. 24%
transfer 60% membership interest from nine Igor Amigud, M.D. 8%
withdrawing members and three remaining Surgicore 5th Avenue, LLC 60%
members to one hew member, Surgicore 5th Feliks Kogan (25%)
Avenue, LLC. The purchase price for the Anthony Degradi (25%)
membership interest is $3,000,000. Upon Wayne Hatami (25%)
approval of this application, the FASC will Leonid Tylman (25%)
continue to be owned and operated by Fifth Total 100%
Avenue Surgery Center, LLC, and the existing
lease, which extends through 2027 per renewal The FASC currently performs podiatric,
options, will continue unchanged. shoulder, ACL, rotator cuff and arthroscopic
surgeries, as well as pain management
Ownership of the operations before and after the procedures. The Center has two Class C
requested change is as follows: operating rooms that have been under-utilized in
the past few years. Upon the change in
Current Ownership ownership, the applicant intends to add four new
Fifth Avenue Surgery Center, LLC orthopedic physicians (non-members) to
Members % practice at the Center. The proposed new
Charles Raab 10% physicians have provided letters of intent to
Gregg Rock. D.P.M. 31% perform arthroscopic surgery procedures, which
Igor Amigud, M.D. 10% is expected to significantly increase utilization at
Oliver Zong, D.P.M. 15% the FASC.
Steven Abramow, D.P.M. 8%
John Mancuso, D.P.M. 8% OPCHSM Recommendation
Mark Landsman, D.P.M. 4% Contingent Approval
Paul Greenberg, D.P.M. 4%
Michael LOShigian, D.P.M. 4% Need Summary
Rick Delmonte, D.P.M. 4% There will be no Need recommendation for this
Richard Goldstein, D.P.M. 1% application.
Robert Maccabee, D.P.M. 1%
Total 100%

]
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Program Summary

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

Financial Summary

There are no project costs associated with this
application. The purchase price for the 60%
membership interest, payable via equity, is
$3,000,000 to be adjusted to exclude certain
liabilities currently totaling approximately
$322,097. A $300,000 deposit (held in escrow)
has been paid by Surgicore, resulting in an
approximate balance due at closing of
$2,377,903.
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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 Operating Agreement for Surgicore 5th Avenue LLC,

acceptable to the Department. [CSL]
2. Submission of a photocopy of the executed Second Amended and Restated Operating Agreement of
Fifth Avenue Surgery Center, 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
August 3, 2017
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Need Analysis |

Background

Fifth Avenue Surgery Center has been providing multi-specialty surgery services to the residents of New
York County since 1990. Upon approval of this application, four new physicians will join the center. The
center served a total of 1,544 patients in 2014, and 751 patients in 2015, and 587 patients in 2016.
(Source: SPARCS)

The table below shows the reported Charity Care and Medicaid for the last three years.

SPARCS
Year | Charity ! | Medicaid
2014 0.6% 0.1%
2015 1.3% 0.4%
2016 9.7% 0.5%

1 The category for charity care also includes self-pay patients and bad debt

Conclusion
This application is for a transfer of membership interest. Thus, there will be no Need recommendation.

Program Analysis |

Project Proposal

Staffing is anticipated to increase by 4.0 FTEs in the first year and remain at that level through the third
year. Other than the proposed changes in membership (and membership percentages), there are no
programmatic changes as a result of this request.

Character and Competence
The following table details the proposed change in ownership:

Member Name Original | Proposed
Charles J. Raab 10.0% 8.0%
Gregg Rock, D.P.M. 31.0% 24.0%
Igor Amigud, M.D. 10.0% 8.0%
Oliver Zong, D.P.M. 15.0%| = ----
Steven Abramow, D.P.M. 8.0%| -
John Mancuso, D.P.M. 8.0%| -
Mark Landsman, D.P.M. 40%| = -
Paul Greenberg, D.P.M. 4.0%| = -
Michael Loshigian, D.P.M. 4.0%| = ----
Rick Delmonte, D.P.M. 40%| = -
Richard Goldstein, D.P.M. 1.0%| = -----
Robert Maccabee, D.P.M. 1.0%| = -----
*Surgicore Fifth AvenueLLC| = --—--- 60.0%

*Anthony DeGradi | (25%)

*Wayne Hatami (25%)

*Feliks Kogan (25%)

*Leonid Tylman (25%)
TOTAL 100.0%

* Members Subject to Character & Competence Review
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The new proposed member, Surgicore Fifth Avenue, LLC is comprised of four individuals who have a
variety of experience in the healthcare sector, owning interests in other ambulatory surgical facilities,
healthcare management companies and other healthcare operations.

Mr. DeGradi has five years of experience as the owner/administrator of a surgical center located in New
Jersey where he has handled responsibilities such as billing, accounting, payroll, and scheduling. Mr.
Hatami is a licensed physical therapist who has nearly 20 years of experience treating patients in an out-
patient capacity, operating a private physical therapy practice (with 5 sites) and managing the daily
operations of his business. Messrs. Kogan and Tylman each have several years of experience owning
and operating surgical centers in New Jersey, working with medical staff to improve patient care and
ensuring compliance with applicable regulations.

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 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.

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

Recommendation
From a programmatic perspective, approval is recommended.

Financial Analysis

Company Interest Purchase Agreement
An executed company interest purchase agreement has been submitted as follows:

Date: November 22, 2016

Description Purchase 60% Membership Interest

Seller: Current Members of Fifth Avenue Surgery Center, LLC
Buyer: Surgicore 5th Avenue, LLC

Purchase Price: | $3,000,000

Payment of the | $300,000 deposit held in escrow; less excluded liabilities of $322,097; for an
Purchase Price: | estimated $2,377,903 balance, due at closing.

The balance due will be paid via equity upon approval by the Public Health and Health Planning Council.

Excluded liabilities are currently estimated at $322,097 and consist of the following: legal fees of $30,050
(as of March 31, 2017); real property taxes due and paid to the City of New York for the second half of
2016 of $75,744; employee wage deductions due AXA Retirement Funds of $87,104; and an outstanding
Medicaid Liability of $129,199. The legal fees are as of the latest invoice dated March 31, 2017. As the
excluded liabilities includes all legal fees incurred by the Center for the transaction since the purchase
agreement was signed through to and including the closing, the balance due at closing will be further
adjusted to reflect any additional legal fees incurred by the Center between March 31, 2017 and closing.

|
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A $150,000 Buyer Initial Loan was provided to the Seller solely to fund the FASC'’s business operations.
The loan will be repaid separately after closing and will not be deducted from the membership interest
purchase price. No portion of this loan has been repaid to date.

Operating Budget
The applicant has provided an operating budget, in 2017 dollars, for the first year subsequent the change
of ownership. The budget is summarized below:

Current Year Year One

Revenues
Commercial FFS $4,748,117 $8,507,229
Medicare FFS 206,685 206,685
Medicaid FFS 210 50,436
WC, Private Pay, No-Fault 264,345 4,440,717
Total Revenues $5,219,357 $13,205,067

Expenses
Operating $4,249,826 $4,667,641
Interest 73,956 73,956
Depreciation and Rent 650,874 650,874
Total Expenses $4,974,656 $5,392,471
Net Income $244,701 $7,812,596
Total Patient Procedures 806 1,936
Cost per Procedure $6,172 $2,785

Utilization by payor source is as follows:

Current Year First Year
Commercial FFS 83.4% 62.2%
Medicare FFS 9.3% 3.9%
Medicaid FFS 0.2% 1.2%
Charity Care 0.0% 0.6%
WC, Private Pay, No-Fault 7.1% 32.1%
100.0% 100.0%

An increase in utilization, expenses and revenues is expected based on historical performance and the
proposed addition of four physicians to the Center. Each of the four new non-member physicians have
submitted a letter regarding the number surgical procedures they estimate they will perform annually at
the Center, which totals 1,130 additional procedures in the first year.

The applicant indicated that the FASC has a small percentage of Medicare, Medicaid, and Charity Care
patients due to the existing practicing member surgeons not acquiring many of these patients. Following
PHHPC approval of this application, the facility will implement a policy to reflect its commitment to bring in
greater numbers of Medicaid and charity care patients.

Capability and Feasibility

There are no project costs associated with this application. Surgicore 5th Avenue, LLC will acquire 60%
membership interest in Fifth Avenue Surgery Center, LLC for $3,000,000 to be funded via equity of the
members. A deposit of $300,000 has been paid to date. The balance due at closing will be adjusted to
exclude certain liabilities, currently estimated at $322,097, resulting in an approximate $2,377,903
balance at closing. BFA Attachment F is the pro-forma balance sheet as of the first day of operation,
which indicates a positive members’ equity of $3,117,761.

BFA Attachment D is the 2015 certified financial statements of Fifth Avenue Surgery Center, LLC, which

shows positive working capital position, members’ equity position and net operating income of $310,669.
_______________________________________________________________________________________________________________________________|]
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BFA Attachment E is the internal financial statements of Fifth Avenue Surgery Center, LLC as of
December 31, 2016, which shows negative working capital position, positive members’ equity position
and net operating loss of $1,180,740. The negative working capital and the net operating loss was due to
loss of patient volume in 2016 relating to the unexpected departure of several of the Center’s surgeons.
To address this loss of volume, the partners determined to seek new partners for the long range fiscal
health of the Center.

Based on the preceding, the applicant has demonstrated the capability to proceed in a financially feasible
manner.

Recommendation
From afinancial perspective, approval is recommended.

Attachments |

BFA Attachment A Net Worth Statement of Proposed New Members of Surgicore 5th Avenue, LLC
BFA Attachment B Pre-and post-membership interest

BFA Attachment C  Post-closing organizational chart

BFA Attachment D 2015 Certified Financial Statements - Fifth Avenue Surgery Center, LLC

BFA Attachment E 2016 Internal Financial Statements - Fifth Avenue Surgery Center, LLC

BFA Attachment F  Pro Forma Balance

|
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NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY.

of Health

Project # 171282-B
Dutchess Ambulatory Surgical Center

Program:
Purpose:

Diagnostic and Treatment Center
Establishment and Construction

County: Dutchess
Acknowledged: May 3, 2017

Executive Summary

Description

Dutchess Ambulatory Surgery Center (DASC), a
proprietary, multi-specialty, Article 28
freestanding ambulatory surgery center (FASC)
located at 23 Davies Avenue, Poughkeepsie
(Dutchess County), requests approval to transfer
74.1% ownership interest from the four current
members to ten new members, and to perform
renovations to add two operating rooms. The
purchase price for the ownership interest is
$40,000 for each new member. The proposed
new members are Urologists practicing in the
Poughkeepsie area.

DASC has been operating since October 1998,
consisting of two operating rooms and one
procedure room. The addition of two new
operating rooms is hecessary to accommodate
the additional cases that will be coming from the
new members. The funds obtained from the
membership interest purchase price will be used
to help finance the expansion project.

Ownership of the operations before and after the
requested change is as follows:

Current Operator
Dutchess Ambulatory Surgery Center, LLC
Members
Satish Modi, M.D. 25%
Niraj Sharma, M.D. 25%
Andreas Wolter, M.D. 25%
Ameet Goyal, M.D. 25%

Proposed Operator

Dutchess Ambulatory Surgery Center, LLC
Members

Satish Modi, M.D. 7.10%
Niraj Sharma, M.D. 7.10%
Andreas Wolter, M.D. 7.10%
Ameet Goyal, M.D. 7.10%
Evan Goldfischer, M.D. 7.10%
Scott Kahn, M.D. 7.10%
Daniel Katz, M.D. 7.10%
Jason Krumholtz, M.D. 7.10%
Walter Parker, M.D. 7.10%
Paul Pietrow, M.D. 7.10%
Jaspreet Singh, D.O. 7.10%
Michael Solliday, M.D. 7.10%
Naeem Rahman, M.D. 7.10%
Praneeth Vemulapalli, M.D. 7.10%

The applicant has noted that the membership
percentages add to 99.4% due to rounding.

The building is owned by current member Satish
Modi, M.D., who leases the clinic space to the
FASC. The leasehold improvements will be
financed by DASC.

OPCHSM Recommendation
Contingent Approval

Need Summary

The center currently offers Gastroenterology,
Oculoplastic, Ophthalmology, Retina, Pain
Management, and Podiatry procedures. The
new members will add Urology procedures. The
applicant projects 7,175 procedures in Year One
with Medicaid at 6.9% and charity care at 1.0%.
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Program Summary

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

Financial Summary

The purchase price for the ownership interest is
$40,000 for each new member. Upon approval
of this application request, each new member
will provide their respective capital contribution
for a total contribution of $400,000. The funds
will be used to help finance the expansion of
DASC.

Total project cost related to the renovations is
$1,177,174, which will be financed by $180,103
equity and a bank loan for $1,000,000 at 4.5%
interest for a five-year term. JP Morgan Chase
Bank has provided a letter of interest. The
incremental budget is as follows:

Revenues $6,008,282
Expenses $3,032,466
Net Income $2,965,816
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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 loan commitment for project costs, acceptable to the Department of
Health. [BFA]

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

4. Submission of a photocopy of the Operating Agreement, which is acceptable to the Department.
[CSL]

5. The submission of Engineering (MEP) Drawings for review and approval, as described in BAER
Drawing Submission Guidelines DSG-03. [AER]

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. Construction must start on or before October 1, 2017 and construction must be completed by
December 31, 2017, presuming the Department has issued a letter deeming all contingencies have
been satisfied 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. [PMU]

3. 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]

Council Action Date
August 3, 2017

|
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Need Analysis |

Analysis

The service area consists of Dutchess County. The population of Dutchess County in 2010 was 297,488
with 127,576 individuals (43.6%) age 45 and over. This is the primary population group utilizing
ambulatory surgery services. Per Cornell Program on Applied Demographics (PAD) projection data, this
population group is estimated to grow to 135,416 by 2025 and represent 42.8% of the projected
population of 316,091.

Upon approval of this project, ten new physicians will practice at the center. The number of projected
procedures is 7,175 in Years 1 and 7,601 in Year 3. The table below shows the projected payor source
utilization for Dutchess Ambulatory Surgical center for Years 1 and 3 following approval of this project.

Projections-171282 Year 1 Year 3
Volume % Volume %

Comm Ins- FFS 468 6.5% 496 6.5%
Comm Ins- MC 1,930 26.9% 2,044 26.9%
Medicare FFS 3,747 52.2% 3,969 52.2%
Medicare MC 370 5.2% 392 5.2%
Medicaid FFS 60 0.8% 64 0.8%
Medicaid MC 434 6.1% 460 6.1%
Charity Care 71 1.0% 76 1.0%
Workers Comp, No Fault 95 1.3% 100 1.3%
Total 7,175 | 100.0% 7,601 | 100.0%

The center served a total of 2,289 patients in 2015 and 2,321 patients in 2016. (Source: SPARCS). No
Charity Care or Medicaid utilization has been reported through SPARCS for years 2015 and 2016. The
applicant has confirmed that this is inaccurate and will be submitting data reflecting Medicaid utilization of
6.0% in 2015 and 6.8% in 2016. 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 allow for continued access to ambulatory surgery services for the communities
of Dutchess County.

Recommendation
From a need perspective, approval is recommended.

Program Analysis |

Program Proposal

Doctors Satish Modi, Niraj Sharma, Andreas Wolter and Ameet Goyal are current equal (25% each)
members of Dutchess Ambulatory Surgery Center, LLC. This project proposes to bring in ten new
members, all urologists practicing in the Poughkeepsie area.

Additionally, DASC proposes adding two additional ORs to accommodate the cases from the new
members.

In addition to the construction of two additional ORs, staffing will increase by 11.55 FTES in the first year
after completion and remain at that level in Year Three.

|
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Character and Competence
The proposed members and ownership are noted below:

Member Current Proposed
Satish Modi, MD, Manager 25% 7.143%
Niraj Sharma, MD, Manager 25% 7.143%
Andreas Wolter, MD, Manager 25% 7.143%
Ameet Goyal, MD 25% 7.143%
*Evan Goldfischer, MD 7.143%
*Scott Kahn, MD 7.143%
*Daniel Katz, MD 7.143%
*Jason Krumholtz, MD 7.143%
*Walter Parker, MD 7.143%
*Paul Pietrow, MD --- 7.143%
*Jaspreet Singh, DO 7.143%
*Michael Solliday, MD --- 7.143%
*Naeem Rahman, MD --- 7.143%
*Praneeth Vemulapalli, MD - 7.143%

*Subject to Character and Competence review for this project.

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 and relatives’ ownership interest in
other health care facilities. Licensed individuals were checked against the Office of Medicaid
Management (relative to Medicaid fraud and abuse), the Office of Professional Medical Conduct, and the
Education Department databases.

Dr. Goldfischer disclosed two settled malpractice claims; one which fell within the 10 year lookback period
and was settled in 2015 for $2.9M (Negligent Care).

Dr. Kahn disclosed one settled malpractice claim in 2017 in the amount of $12,000 related to a patient’s
allegation that he removed only one of two ureteral stents placed (by another physician).

Dr. Krumholtz disclosed that a malpractice case (alleging delay in diagnosis for prostate cancer) was filed
in June of 2009 and subsequently settled for $70,000.

Dr. Parker disclosed two settled malpractice claims with dates of incident in February 2012. One alleged
negligent partial nephrectomy and the other alleged failure to remove a renal mass. Settlement amounts
were $400,000 and $295,000, respectively.

Dr. Pietrow disclosed one open malpractice case, date of incident being January 2009, alleging improper
treatment of renal stones resulting in death two months later.

Dr. Singh disclosed one open malpractice action with a date of incident of February 2013 alleging
negligent follow-up care after a laparoscopic oophorectomy that resulted in bowel injury.

Dr. Rahman disclosed one settled malpractice action for $450,000 related to an allegation of negligent
robotic laparoscopic radical prostatectomy resulting in small bowel and rectal perforations and additional
symptoms.

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 Agreement and Lease Amendment
Facility occupancy is subject to the executed lease agreement. The terms are summarized as follows:

Date: February 22, 2008

Premises: | 5,000 square feet at 23 Davis Avenue, Poughkeepsie, New York 12603

Landlord: Satish Modi, M.D.

Tenant; Dutchess Ambulatory Surgical Center, LLC

Term: 10 years commencing from June 8, 2008 to June 7, 2018

Rental: $82,800 annually base rent ($6,900 per month) plus a Consumer Price Index (CPI)
increase calculated based on the month of April immediately preceding the rental increase
date, as compared to the CPI for June 2007.

Provisions: | Triple net lease

The lease was subsequently amended to include additional space. The terms are summarized below:

Date: March 23, 2009 (signatory date) commencing on March 1, 2009

Additional | 1,400 square feet on the ground floor of the building contiguous to the 5,000 square feet
Premises: | occupied by tenant at 23 Davis Avenue, Poughkeepsie, New York 12603

Landlord: Satish Modi, M.D.

Tenant: Dutchess Ambulatory Surgical Center, LLC

Term: Coincident term of original lease through to June 7, 2018

Rental: $19,600annually ($1,633.33 per month), plus CPI (calculated per terms of original lease).
Provisions: | Triple net lease

On June 8, 2017, the landlord and tenant executed a Lease Renewal Agreement whereby the lease term
was extended an additional ten years through to June 7, 2028. The lease is non-arm’s length in that the
landlord is a member of the tenant. The applicant has provided letters from two NYS licensed realtors
indicating that the rent is based on fair market value.

Total Project Costs and Financing
The total project cost is $1,180,103 for construction, renovations and moveable equipment is as follows:

New Construction
Renovation & Demolition
Design Contingency
Construction Contingency
Architect/Engineering Fees
Movable Equipment
Interim Interest Expense
Application Fee
Processing Fee

Total Project Cost

$300,000
90,000
39,000
19,500
24,000
688,077
11,082
2,000
6,444
$1,180,103

Project costs are based on a construction start date of October 1, 2017, and a three-month construction

period.

The applicant’s financing plan appears as follows:
Equity $180,103
Bank Loan (4.5% interest, 5-year term) $1,000,000
Total $1,180,103

Chase Bank has provided a letter of interest for the financing at the stated terms.
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Incremental Operating Budget
The applicant has submitted incremental operating budgets, in 2017 dollars, for the first and third years,
as summarized below:

Year One Year Three

Revenues Per Proc. Total Per Proc. Total
Commercial — FFS $1,095 $345,063 $1,104 $382,471
Commercial — MC $1,713 2,285,573 $1,714 2,507,590
Medicare — FFS $865 2,185,078 $864 2,398,057
Medicare — MC $889 221,333 $898 245,812
Medicaid — FFS $1,160 47,571 $1,144 52,001
Medicaid — MC $1,172 342,079 $1,169 375,599
Workers Comp, No Fault $3,182 95,447 $3,046 46,752
Total Revenue $5,522,144 $6,008,282
Expenses

Operating $545.07 $2,634,877  $526.06 $2,767,058
Interest 7.01 33,897 2.09 11,016
Depreciation and Rent 50.12 242,287 48.36 254,372
Total Expenses $602.21  $2,911,061  $576.51 $3,042,466
Net Income $2,611,083 $2,965,816
Total Procedures 4,834 5,260
Cost per Procedure $602.21 $578.41

Projected outpatient utilization by payor source, for the first and third years, is as follows:

Year One Year Three

Commercial — FFS 6.5% 6.5%
Commercial — MC 27.6% 27.5%
Medicare — FFS 52.2% 52.2%
Medicare — MC 5.2% 5.2%
Medicaid — FFS 0.9% 0.9%
Medicaid — MC 6.0% 6.0%
Charity Care 1.0% 1.0%
Workers Comp, No Fault 0.6% 0.7%
Total 100% 100%

Capability and Feasibility

The total project cost for the renovations is $1,180,103 to be financed via $180,103 equity and a bank
loan for $1,000,000 at 4.5% interest over five years. The proposed new members will purchase their
membership interest in Dutchess Ambulatory Surgery Center, LLC via equity, a portion of which will be
used to fund the equity requirement for the construction. BFA Attachment A, proposed members net
worth statement, shows sufficient equity levels necessary for their contributions.

Working capital is estimated at $483,511 based on the first-year incremental budgeted expenses. The
proposed ten new members will each contribute $40,000 towards the ownership interest purchase for a
total of $400,000. Of this total, $180,103 will be applied to the total project cost as their equity
contribution and the remaining $219,897 will be used to partially satisfy the equity portion of the working
capital requirement. The remaining working capital balance of $263,614 will be satisfied with a bank loan
for $241,756 and $21,858 in additional proposed members’ equity. JP Morgan Chase Bank has provided
a letter of interest. BFA Attachment A, personal net worth of the members of Dutchess Ambulatory
Surgery Center, LLC, shows sufficient equity.

BFA Attachment F is the pro-forma balance sheet as of the first day of operation with the additional
membership adjustment, which indicates a positive members’ equity of $833,600.

|
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BFA Attachment D is the 2016 certified financial statements of Dutchess Ambulatory Surgery Center,
LLC, which shows positive working capital position, members’ equity position and net operating income of
$86,788.

BFA Attachment E is the April 30, 2017 internal financial statements of Dutchess Ambulatory Surgery
Center, LLC, which shows negative working capital position, positive members’ equity position and net
operating gain of $40,330. The negative working capital is due to long term liabilities being shown as
current on the balance sheet and DASC taking on additional expenses due to the preparation of
onboarding the ten new physicians.

Based on the preceding, 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 Net Worth Statement of Proposed New Members of Dutchess Ambulatory
Surgery Center, LLC

BFA Attachment B Pre- and post-membership interest

BFA Attachment C  Post-closing organizational chart

BFA Attachment D  2015-2016 Certified Financial Statements - Dutchess Ambulatory Surgery Center,
LLC

BFA Attachment E 2017 Internal Financial Statements - Dutchess Ambulatory Surgery Center, LLC

BFA Attachment F Pro Forma Balance Sheet
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF

OPPORTUNITY. Of Health

Project # 171310-E
Queens Boulevard ASC, LLC

Program: Diagnostic and Treatment Center County: Queens
Purpose: Establishment Acknowledged: April 27,2017
Executive Summary

Description are currently being performed at Dr. Wang'’s
Queens Boulevard ASC, LLC, an existing Article private, office-based practice, which is within the
28 freestanding ambulatory surgery center Center’s. service area. Itis expepted that Dr.
(FASC) located at 95-25 Queens Boulevard in Wang will close his private practice and perform
Rego Park (Queens County), requests approval these cases at the Center.
to add one new member, Chuansheng Wang,
M.D., to the membership of the Center. The OPCHSM Recommendation
facility was established as a single-specialty Approval
FASC specializing in gastroenterology services
and became operational with a five-year limited Need Summary
life certification effective March 25, 2013 (CON There will be no Need recommendation of this
111165). This membership purchase will result application.

in the Center exceeding the five-year, 25%
threshold under Public Health Law Section
2801-a(4)(b)(i), thus requiring the submission of
this Certificate of Need application. No other
members are joining or leaving the Center, and
there will be no change in services provided. A
positive effect on the Center’s equity position is
expected to result upon approval of this
application request.

Program Summary

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

Financial Summary
There are no project costs associated with this

Dr. Wang, a Board-Certified gastroenterologist, application. Dr. Wang will purchase 9.0%

has provided a letter demonstrating his membership interest in the FASC for $225,000,
commitment to perform a total of 1,400 which will be funded from his personal
procedures at the Center in the first year. The resources.

applicant indicated that the projected procedures

]
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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 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
August 3, 2017
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Program Analysis |

Program Description

There are no programmatic changes anticipated by this change in membership, however, the center may
consider increasing the number of days it is open each week to accommodate the additional procedures
performed by adding a new member.

The table below shows what the center has reported for Charity Care and Medicaid over the last three
years.

SPARCS'!?
Year | Charity | Medicaid
2014 1.7% 49.5%
2015 2.2% 48.7%
2016 2.0% 47.3%

! The category for charity care also includes self-pay patients and bad debt

Character and Competence
The table below details the proposed change in ownership:

Member Name Current Proposed
Azeem Khan, M.D. 38.450% 34.990%
Thomas Izquierdo, M.D. 38.450% 34.990%
Frontier Healthcare Associates, LLC 6.688% 6.084%
Albert Shalomov, M.D. 8.936% 8.132%
Padmanabh Paddu, M.D. 6.000% 5.460%
Carl Guilluame, M.D. 1.476% 1.344%
*Chuansheng Wang,M.D. | = - 9.000%
Total 100% 100%

* Subject to Character and Competence Review

Dr. Wang is a practicing physician, board-certified in Internal Medicine/ Gastroenterology. He owns and
operates a private medical practice within the center’s service area where he performs approximately
1,400 surgical procedures annually. Upon approval, it is expected that Dr. Wang will close his private
practice and perform his cases at the Center.

Staff from the Division of Certification & Surveillance reviewed the disclosure information submitted for the
proposed member 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. The new member was 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 |

Purchase Membership Agreement
The applicant has submitted an executed membership purchase agreement, which is summarized below:

Date: March 31, 2017

Seller: Queens Boulevard ASC, LLC

Purchaser: Chuansheng Wang, M.D.

Purchase Interest: 9% membership interest in Queens Boulevard ASC, LLC
Purchase Price: $225,000

Payment of Purchase Price: | Cash at Closing

Dr. Wang will provide equity from his personal resources to meet the purchase price.

Administrative Services Agreement
The applicant has submitted the following amendment to the existing administrative services agreement
(ASA), which is summarized below:

Date: April 18, 2017

Company: | Queens Boulevard ASC, LLC

Contractor: | Frontier Healthcare Management Services, LLC

Reserved The parties agree that: the LLC will retain direct, independent authority over the

Powers: appointment and/or dismissal, in its sole discretion, of the Facility’s management level
employees (including, but not limited to, the Facility/Service Administrative/Director, the
Medical Director, the Director of Nursing, the Chief Executive Officer, the Chief Financial
Officer and the Chief Operating Officer) and all licensed or certified health care staff; the
LLC must retain the right to adopt and approve, at is sole discretion, the Facility’s
operating and capital budgets; the LLC must retain independent control over and physical
possession of the Facility’s operating and capital budgets; the LLC must retain
independent control over and physical possession of the Facility’s books and records; the
LLC must retain independent control over and physical possession of the Facility’s
operating policies and procedures; the LLC must retain full authority and responsibility for,
and control over, the operations and management of the Facility; the LLC must retain the
right and authority to independently adopt and, approve and enforce, it its sole discretion,
polices affecting the Facility’s delivery of health care services; the LLC must retain the
right to independently adopt, approve and enforce, at its sole discretion, the disposition of
assets and authority to incur debts; the LLC n=must retain the right to approve, at its sole
discretion, contracts for management and/or clinical services; the LLC must retain the
right to approve, at its sole discretion, any facility debt; the LLC must retain the right to
approve, at its sole discretion, settlements of administrative proceedings or litigation to
which the Facility is a party and no powers specifically reserved to the LLC may be
delegated, or shared, by FHBS or any other person.

The ASA fee will remain the same. This fee was initially established at $150,00 per year with an annual
cost of living increase equal to the lesser of the change in the Consumer Price Index for Urban
Consumers or 1.5%.

|
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Billing Services Agreement
The applicant has submitted the following amendment to the billing services agreement (BSA), which is
summarized below:

Date: April 18, 2017

Company: | Queens Boulevard ASC, LLC

Contractor: | Frontier Healthcare Management Services, LLC

Reserved | The parties agree that: the LLC will retain direct, independent authority over the

Powers: appointment and/or dismissal, in its sole discretion, of the Facility’s management level
employees (including, but not limited to, the Facility/Service Administrative/Director, the
Medical Director, the Director of Nursing, the Chief Executive Officer, the Chief Financial
Officer and the Chief Operating Officer) and all licensed or certified health care staff; the
LLC must retain the right to adopt and approve, at is sole discretion, the Facility’s
operating and capital budgets; the LLC must retain independent control over and physical
possession of the Facility’s operating and capital budgets; the LLC must retain
independent control over and physical possession of the Facility’s books and records; the
LLC must retain independent control over and physical possession of the Facility’s
operating policies and procedures; the LLC must retain full authority and responsibility for,
and control over, the operations and management of the Facility; the LLC must retain the
right and authority to independently adopt and, approve and enforce, it its sole discretion,
polices affecting the Facility’s delivery of health care services; the LLC must retain the
right to independently adopt, approve and enforce, at its sole discretion, the disposition of
assets and authority to incur debts; the LLC n=must retain the right to approve, at its sole
discretion, contracts for management and/or clinical services; the LLC must retain the right
to approve, at its sole discretion, any facility debt; the LLC must retain the right to approve,
at its sole discretion, settlements of administrative proceedings or litigation to which the
Facility is a party and no powers specifically reserved to the LLC may be delegated, or
shared, by FHBS or any other person.

The BSA fee will remain the same. This fee was initially established at $15 per claim with an annual cost
of living increase equal to 3%.

Capability and Feasibility
The purchase price for the membership interest is $225,000 and will be met via equity by Dr. Wang. BFA
Attachment A is the personal net worth statement of Dr. Wang, which indicates the availability of sufficient
funds for the equity contribution.

BFA Attachment B is the 2015 and 2016 certified financial statements of Queens Boulevard ASC, LLC.
As shown, the entity had an average positive working capital position and an average positive net asset
position from 2015 through 2016. Also, the entity achieved an average net income of $3,443,516 from

2015 through 2016.

BFA Attachment C is the internal financial statements of Queens Boulevard ASC, LLC as of April 30,
2017. As shown, the entity had a positive working capital position and a positive net asset position
through April 30, 2017. As shown, the entity achieved a net income of $1,136,398.52 through April 30,
2017.

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

Recommendation
From afinancial perspective, approval is recommended.

|
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Attachments |

BFA Attachment A Personal net worth statement for proposed member

BFA Attachment B Financial Summary- 2015 and 2016 certified financial statements of Queens
Boulevard ASC, LLC

BFA Attachment C  Financial Summary- April 30, 2017 internal financial statements of Queens
Boulevard ASC, LLC

|
Project #171310-E Exhibit Page 6



NEWYORK | Department Public Health and Health
Planning Council

STATE OF
OPPORTUNITY.

of Health

Project # 162541-E
Nyack Operating LLC d/b/a
Nyack Ridge Rehabilitation and Nursing Center

Program:

Purpose: Establishment

Residential Health Care Facility

County: Rockland
Acknowledged: December 29, 2016

Executive Summary

operator/lessor, Nyack Manor Nursing Home,
will assign all rights, title and interests under the
lease to Nyack Operating LLC as lessee for site
control of the facility.

Description

Nyack Operating, LLC d/b/a Nyack Ridge
Rehabilitation and Nursing Center, a New York
limited liability company, requests approval to be
established as the new operator of Nyack Manor
Nursing Home, a 160-bed Article 28 Residential
Health Care Facility (RHCF) located at 476
Christian Herald Road, Valley Cottage
(Rockland County). Nyack Manor Nursing
Home, a proprietary partnership, is the current
operator of the facility. There will be no change
in beds or services provided. Upon approval of
this application by the Public Health and Health
Planning Council (PHHPC), the applicant will
operate the facility under the name Nyack Ridge
Rehabilitation and Nursing Center.

The applicant has provided a draft asset
purchase agreement (APA) between Nyack
Manor Nursing Home (Seller) and MBA
Healthcare Group LLC (Buyer) for the sale and
acquisition of the operating interest of the RHCF
for a purchase price of $2,125,000. Upon
PHHPC approval and subsequent closure of the
APA, MBA Healthcare Group, LLC will assign all
rights, title and interest in the RHCF under the
APA to Nyack Operating, LLC. MBA Healthcare
Group LLC and Nyack Operating, LLC are
related in that there are common members.
Ownership of the real property consist of the
Estate of Benjamin Lee (25%), the Estate of
William Iser (25%), the Estate of Harold Basser
(25%) and Sigmund Rolat (25%). The realty
ownership will not change as a result of this
application. Upon PHHPC approval of the
change in operator, and with consent of the
property owner/landlord, the current

Ownership of the operations before and after the

requested change is as follows:
Current Operator

Nyack Manor Nursing Home

Partners %
Aaron Seligson 50%
Martin Rothman 50%
Proposed Operator via Assignment

Nyack Operating, LLC

Members %
Benjamin Einhorn 26.66%
Michael Braunstein 26.67%
Edward Braunstein 26.67%
Cheryl Gellis 5.0%
Daniel Hirsch 5.0%
Jessica Diamond 5.0%
Israel Zyskind, M.D. 5.0%

OPCHSM Recommendation
Contingent Approval

Need Summary

There will be no changes to beds or services at
this facility. Nyack Manor Nursing Home’s
utilization was 83.5% in 2013, 87.7% in 2014,
and 88.6% in 2015. Overall occupancy for 2016
was 90.8%. Current utilization, as of May 31,
2017, is 88.1%.

Project #162541-E Exhibit Page 1



Program Summary

No negative information has been received
concerning the character and competence of the
proposed applicants identified as new members.
No changes in the program or physical
environment are proposed in this application.

No administrative services or consulting
agreements are proposed in this application.

Financial Summary

There are no project costs associated with this
application. The purchase price for the RHCF’s
operating interest is $2,125,000 to be funded via
$1,125,000 equity from the proposed members
and a promissory note with the current owner for
$1,000,000 at 6% interest with a three-year
maturity date and three annual installment
payments. The budget is as follows:

Year One
Revenues $16,301,200
Expenses 16,136,348
Net Income $164,852

|
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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.

© N

10.

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. Identify 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. lIdentifying 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. [RNR]

Submission of an executed asset purchase agreement, acceptable to the Department of Health.

[BFA]

Submission of an executed assignment and assumption agreement for the operating interests in the

RHCF, acceptable to the Department of Health. [BFA]

Submission of an executed assignment and assumption agreement for the lease of the facility,

acceptable to the Department of Health. [BFA]

Submission of an executed promissory note, acceptable to the Department of Health. [BFA]

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

Health. [BFA]

Submission of a photocopy of the applicants amended and executed Lease Agreement, acceptable to

the Department. [CSL]

Submission of a photocopy of the applicants amended and executed Operating Agreement,

acceptable to the Department. [CSL]

Submission of a photocopy of the applicant's executed Amended Articles of Organization, acceptable

to the Department. [CSL]

Submission of a photocopy of the applicant's executed Asset Purchase Agreement, 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. Within two years from the date of 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 as prescribed by the related contingency. Once the Medicaid patient
admissions standard is reached, the facility shall not reduce its proportion of Medicaid patient
admissions below the 75 percent standard unless and until the applicant, in writing, requests the
approval of the Department to adjust the 75 percent standard and the Department’s written approval
is obtained. [RNR]

3. Submission of annual reports to the Department for at least two years demonstrating substantial
progress with the implementation of the facility’s Medicaid Access Plan as prescribed by the related
contingency. Reports will be due within 30 days of the conclusion of each year of operation as
identified by the Effective Date on the Operating Certificate issued at project completion. For
example, if the Operating Certificate Effective Date is June 15, 2017, the first report is due to the
Department no later than July 15, 2018. The Department reserves the right to require continued
reporting beyond the two-year period. [RNR]

Council Action Date
August 3, 2017

|
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Need Analysis |

Analysis
The current Need Methodology indicates a need for 320 beds in Rockland County.

RHCF Need — Rockland County

2016 Projected Need 1,635
Current Beds 1,315
Beds Under Construction 0
Total Resources 1,315
Unmet Need 320

Nyack Manor Nursing Home
Facility vs. County

100.0%
97.0%

© 95.0%
g
©
o=
Z 90.0%
C
©
Q.
3 85.0%
[S)
o

80.0%

2010 2011 2012 2013 2014 2015 (2016 *
= = = Facility 82.5% | 82.6% | 92.1% | 83.5% | 87.7% | 88.6% | 90.8%
e RoCkland County | 89.5% [ 90.0% | 89.5% | 87.1% | 87.2% | 93.0% | 94.0%

* Unaudited data; based on facility reporting

The occupancy rate for Rockland County in 2015 was 93.0%. Nyack Manor Nursing Home's certified
utilization was 83.5% in 2013, 87.7% in 2014, and 88.6% in 2015. Self-reported 2016 occupancy was
90.8% and current self-reported occupancy, as of May 31,2017, is 88.1%.

The applicant attributes the low occupancy to the current operator having contracts with only one
managed long term care (MLTC) provider, Fidelis Care at Home. In order to increase occupancy going
forward, the applicant plans to:
e Develop partnerships with local hospital to implement programs to reduce avoidable
hospitalizations in the local service area;
e Reach out to other MLTC providers such as: Centerlight, Home First, Evercare, Prime Health
Choice and Wellcare;
e Implement the following programs: Palliative Care, Congestive Heart Failure program,
Transfusion & IV therapy and Pulmonary rehabilitation programs.

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
_______________________________________________________________________________________________________________________________|]
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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.

Nyack Manor Nursing Home’s Medicaid admissions of 11.1% in 2014 and 20.7% in 2015 have not
exceeded Rockland County’s 75% threshold rates in 2014 and 2015 of 28.7% and 31.9%, respectively.

Conclusion
Contingent approval of this application is being recommended to maintain a resource to meet the needs
of residents of Rockland County.

Recommendation
From a need perspective, contingent approval is recommended.

Program Analysis |

Facility Information

Existing Proposed
Facility Name Nyack Manor Nursing Home Nyack Ridge Rehabilitation and
Nursing Center
Address 476 Christian Herald Road Same
Valley Cottage, NY 10989
RHCF Capacity 160 Same
ADHC Program Capacity N/A Same
Type of Operator Proprietary Proprietary
Class of Operator Partnership Limited Liability Company
Operator Nyack Operating LLC
*Benjamin Einhorn 26.66%
*Michael Braunstein 26.67%
Edward Braunstein 26.67%
Cheryl Gellis 5.00%
Daniel Hirsch 5.00%
Jessica Diamond 5.00%
Israel Zyskind 5.00%
*Managing Members

Character and Competence
Facilities Reviewed
Nursing Homes

The Grand Pavilion for Rehab and Nursing at Rockville Center 08/2012 to present
River Ridge Living Center 03/2014 to present
Cortlandt Healthcare 03/2014 to present

Individual Background Review
Benjamin Einhorn is a New York State certified public accountant with his license currently inactive.
He is employed as a consultant at MBA Healthcare Group. He also is currently the vice president of
the Romerovski Corporation, a clothing exporter in Roselle Park, New Jersey. Mr. Einhorn discloses
the following ownership interests:
The Grand Pavilion for Rehabilitation at Rockville Center 7% 08/2012 to present
River Ridge Living Center 25% 04/2014 to present
Cortlandt Healthcare 5% 03/2014 to present
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Michael Braunstein is currently a member of MBA Healthcare Group, which is a consulting firm. He is
also a senior vice president of the Romerovski Corporation, a clothing exporter in Roselle Park, New
Jersey. Michael Braunstein is also a licensed notary public in the state of New Jersey and is considered
to be in good standing. Michael Braunstein discloses the following ownership interest:

River Ridge Living Center 25% 03/2014 to present

Edward Braunstein is currently a member of MBA Healthcare, which is a consulting firm.
He is also a senior vice president of the Romerovski Corporation, a clothing exporter in Roselle Park,
New Jersey. Edward Braunstein discloses the following ownership interest:

River Ridge Living Center 25% 03/2014 to present

Cheryl Gellis discloses that she is retired, and has not worked in the last 10 years. Ms. Gellis discloses
the following ownership interest:
River Ridge Living Center 5% 03/2014 to present

Daniel Hirsch is a CPA in the state of Delaware. He is currently employed as the Vice President of
Agistar Meat and Poultry, a food production & sales company. Daniel Hirsch discloses the following
ownership interest:

River Ridge Living Center 9.9% 03/2014 to present

Jessica Diamond is currently employed at Suda Management Corp., which is a real estate management
company. She discloses no ownership interests.

Israel Zyskind has a licensed MD in the state of NY with license in good standing. He is currently the
Managing Partner at Boro Park Pediatric Association. Mr. Zyskind discloses no ownership interests.

Character and Competence - Analysis

No negative information has been received concerning the character and competence of the applicants. It
is noted that the applicant meets the minimum experience requirement of five years nursing home related
management experience at the time of the August 3, 2017 PHHPC meeting. The requirement is satisfied
by Benjamin Einhorn’s 7% ownership of The Grand Pavilion for Rehabilitation and Nursing at Rockville
Center since August 2012.

A review of operations for The Grand Pavilion for Rehabilitation and Nursing at Rockville Center, River
Ridge Living Center and Cortlandt Healthcare reveals there were no enforcements nor Civil Money
Penalties for the periods identified above.

Quality Review

Health Quality NYS
Provider Name Overall Inspection Measures Quintile
The Qrand Paviliqn for Rehab & *kk *% *kkkk 5
Nursing at Rockville Centre
. . . ** ** *k*k*%k 1
River Ridge Living Center
*k*k *k% *kkk 4
Cortlandt Healthcare LLC

Project Review
No changes in the program or physical environment are proposed in this application. No administrative
services or consulting agreements are proposed in this application.

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 a draft Asset Purchase Agreement for the operating interests of the RHCF.
The terms of the agreement are summarized below:

Seller: Nyack Manor Nursing Home

Buyer: MBA Healthcare Group, LLC

Asset Acquired: | NH business and operations, all equipment, leasehold improvements, tools, furniture
and office equipment and all fixtures, all assignable contracts, leases and other
arrangements, goodwill, supplies, policies and procedure manuals, resident medical
records, payroll records, assignable warranties, Medicare/Medicaid provider
agreements and provider numbers, all licenses held, all computer applications,
insurance policies, prepaid expenses, resident funds, any leased equipment
Excluded Cash, accounts receivable, non-transferable licenses, unassigned insurance
Assets: policies, name/assets of Nyack Manor Investments

Purchase Price: | $2,125,000

Payment of the | $1,125,000 cash due at closing;

Purchase Price: | $1,000,000 via promissory note, post-closing installments due over three years

The purchase price will be paid as follows:

Members' Equity $1,125,000
Promissory Note with the current owner* $1,000,000
Total $2,125,000

* The principal sum of $1,000,000 will be paid in three annual installments with interest at 6% and a
maturity date of three years. The first installment will be $250,000 plus interest, the second Installment
will be $250,000 plus interest, and the third installment will be $500,000 plus interest.

Assignment and Assumption Agreement - Operations
A draft Assignment and Assumption Agreement has been submitted for assignment of the operations
related to the Nyack Manor as follows:

Assignor: MBA Healthcare Group, LLC
Assignee: Nyack Operating, LLC
Rights assigned: All rights, title and interests in the RHCF under the asset purchase agreement.

Assignment and Assumption Agreement - Lease
A draft Assignment and Assumption Agreement has been submitted for the current lease related to the
Nyack Manor as follows:

Assignor: Nyack Manor Nursing Home

Assignee: Nyack Operating, LLC

Rights assigned: All rights assigned under the lease agreement noted below.
Consideration: $10

Lease Agreement
The original lease is dated August 23, 1969, and has been amended to extend the terms. The current
executed lease terms, which are being assigned to Nyack Operating, LLC are summarized as follows:

Premises: | A 160-bed RHCEF located at 476 Christian Herald Road, Valley Cottage
Landlord: Peninsula Mill Corporation and Serofel Realty Corp

Tenant: Nyack Manor Nursing Home

Terms: 23 years starting from October 31, 2011

Amount; $256,000 per annum
|
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The lease arrangement is an arm’s length agreement. The applicant has submitted an affidavit attesting
that there is no relationship between the landlord and the operating entity.

The applicant has submitted an original 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. As of June 13, 2017, the facility has no
outstanding Medicaid overpayment liabilities.

Operating Budget
The applicant has provided an operating budget, in 2017 dollars, for the first year subsequent to the
change of ownership. The budget is summarized below:

Current Year (2015) Year One

Revenue Per Diem Total Per Diem Total
Commercial - FFS $277.41 $545,670 $424.96  $2,283,300
Medicare - FFS $634.82 4,406,309 $0.00 0
Medicare - MC $0.00 0 $650.02 3,841,600
Medicaid - FFS $234.25 9,863,802 $0.00 0
Medicaid - MC $0.00 0 $227.58 9,292,600
Private Pay $277.41 208,337 $325.12 524,100
Other Operating 11,050 359,600
Total Revenue $15,035,168 $16,301,200
Expenses

Operating $282.38 $14,618,087 $291.50 $15,661,300
Capital $8.74 452,506 $8.84 475,048
Total Expenses $291.12 $15,070,593 $300.34 $16,136,348
Net Income ($35,425) $164,852
Utilization (Patient Days) 51,767 53,727
Occupancy 88.6% 92.0%

The following is noted with respect to the submitted budget:

e Other Operating Revenue increase is primarily due to Medicare Part B Revenue, which the operator
did not break out in their 2015 RHCF-4 Medicaid Cost Report.

e Per the applicant, the increase in private and commercial rates were projected based on an analysis
of comparable facilities. These rates also include an inflation adjustment to 2018 (Year One)

e Medicaid and Medicare rates are based on the current year rates, which are the average per diems
experienced during 2015.

e Operating expenses are based on the current year and the average per diems experienced during
2015.

e Breakeven utilization is 91.07% for the first year.

o Utilization by payor source is as follows:

Year One
Commercial - FFS 10.0%
Medicare - MC 11.0%
Medicaid - MC 76.0%
Private Pay 3.0%

Capability and Feasibility

There are no project costs associated with this application. The purchase price for the RHCF’s operating
interest is $2,125,000 to be funded via equity of $1,125,000 from the proposed members and a
promissory note with the current owner for $1,000,000 at 6% interest with a three-year maturity date and

|
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three annual installment payments. BFA Attachment A, Proposed Members’ Net Worth of Nyack
Operating, LLC, reveals sufficient resources for stated levels of equity.

The working capital requirement of $2,689,391, based on two months of the first year's expenses, will be
satisfied with $1,389,391 equity from the proposed members and a bank loan of $1,300,000 at 6% for a
five-year term. M&T Bank has provided a letter of interest. BFA Attachment A, Proposed Members’ Net
Worth of Nyack Operating, LLC, reveals sufficient resources for stated levels of equity. BFA Attachment
D is the pro-forma balance sheet as of the first day of operation, which indicates positive members’ equity
of $2,743,200.

The submitted budget indicates that net income of $164,852 will be generated for the first year after the
change in ownership. Revenues are estimated to increase from the current year by approximately
$1,300,000 based on the increase in occupancy (going from 89% to 92%) and a 2.5% increase per
annum for inflation to reflect 2018 dollars. Overall expenses are expected to increase from the current
year by $1,100,000 due mostly to a 2.5% increase per annum for inflation to reflect 2018 dollars and an
increase in occupancy related costs. This includes an increase in salaries and benefits of $640,000 to
meet the needs of an increase in occupancy. BFA Attachment D is the pro forma balance sheet of
Nyack Operating, LLC, which shows the operation has a positive net asset position of $2,742,200 as of
the first day of operations.

Implementation of the transition of nursing home (NH) residents to Medicaid managed care is ongoing.
Under the managed care construct, Managed Care Organizations (MCOs) negotiate payment rates
directly with NH providers. A Department policy paper provided guidance requiring MCOs to pay the
Medicaid FFS rate as a benchmark, or a negotiated rate acceptable to both plans and NH, for three years
after a county has been deemed mandatory for NH population enroliment. The transition period has been
extended out to 2020; hence, the benchmark FFS rate remains a viable basis for assessing NH revenues
through the transition period.

BFA Attachment C, Financial Summary of Nyack Manor Nursing Home, indicates that the facility has
experienced positive working capital and equity position for the period shown. The facility showed a
positive net income in 2014, but had a net operating loss of $35,425 in 2015 and $17,273 in 2016, which
the applicant stated was due to the operator seeking to sell their operations and concentrating their efforts
to that matter. The operations turned around in the first three months of 2017 as the nursing home has
shown a profit in the period provided.

BFA Attachments B, Financial Summary of the proposed members affiliated RHCFs, shows the facilities
have maintained positive working capital, net equity, and net income from operations for the periods
shown.

Based on the preceding and subject to 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 |

BFA Attachment A Nyack Operating LLC, Proposed Members Net Worth

BFA Attachment B Proposed Owners’ Affiliated Residential Health Care Facilities
BFA Attachment C  Financial Summary, Nyack Manor Nursing Home

BFA Attachment D  Pro Forma Balance Sheet
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF
OPPORTUNITY.

of Health

Project # 171227-E
104 Old Niagara Road Operating Company, LLC d/b/a
Elderwood at Lockport

Program:

Purpose: Establishment

Residential Health Care Facility

County: Niagara
Acknowledged: March 29, 2017

Executive Summary

Description

104 Old Niagara Road Operating Company, LLC
d/b/a Elderwood at Lockport, a New York limited
liability company, requests approval to be
established as the new operator of Odd Fellow &
Rebekah Rehabilitation & Health Care Center,
Inc. (Odd Fellow), a 126-bed, voluntary not-for-
profit, Article 28 residential health care facility
(RHCF) located at 104 Old Niagara Road,
Lockport (Niagara County). The facility is also
licensed for two-bed respite service. A separate
entity, 104 Old Niagara Road, LLC, will acquire
rights to the real property. There will be no
change in beds or services provided.

On February 10, 2017, Post Acute Partners
Acquisition, LLC (PAP), a Delaware limited
liability company licensed to do business in New
York State, entered an Asset Purchase
Agreement (APA) with Odd Fellow, the current
owner, to acquire the operating interests and
real estate for $10,000,000. PAP is equally
owned by Warren Cole and Jeffery Rubin,
D.D.S. Upon Public Health and Planning
Council (PHHPC) approval, PAP will assign its
rights and title to the operating interests and the
purchased real property assets to 104 Old
Niagara Road Operating Company, LLC and
104 Old Niagara Road, LLC, respectively. 104
Old Niagara Road, LLC will lease the premises
to 104 Old Niagara Road Operating Company,
LLC. There is a relationship between the
proposed operating and realty entities in that
they have common membership.

The seller indicated that the RHCF is a stand-
alone independent facility and after many years

of operations, certain long-term trends have
severely and negatively impacted the ability of
the facility to remain economically viable. Such
trends include: decreasing government
reimbursement with the transition to managed
care; New York State’s Medicaid re-design and
the need to coordinate with consolidate care
providers; the need to diversify and expand
capacity to maintain fiscal stability; and their
increased vulnerability as an independent facility
with depleted resources that could be better re-
directed to other charitable purposes in
conformity with the historical mission of Odd
Fellows. The Board undertook a strategic
assessment and determined that selling the
facility afforded the greatest opportunity to
preserve access to nursing home care in
Lockport and the surrounding community. They
engaged an appraiser to establish a fair market
value of the enterprise and obtained bids from
over eight prospective buyers. They evaluated
the four best offers based on price/value, quality
of the bidder’s operations, and financial
sustainability. The Board determined PAP was
best suited to preserve quality nursing home
care in the service area and most viable given
the other facilities PAP operates in the Niagara
County region. The sale proceeds will be used
to liquidate the existing mortgage, capital lease
obligations, accrued workers’ compensation,
employee salary and benefit accruals, accounts
payable, and closing and wind-down costs, with
the remainder being used to fund Odd Fellow’s
charitable section 501 (c) (3) purposes. There
are no restrictions on the property with regard to
its use or ownership.
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Ownership of the operations before and after the
requested change is as follows:

Current Operator
Odd Fellow & Rebekah Rehabilitation & Health

Care Center, Inc.

Proposed Operator
104 Old Niagara Road Operating Company, LLC

Members %
104 Old Niagara Road Operating 100%
Holdco, LLC

Warren Cole (50%)
Jeffery Rubin (50%)

Concurrently under review, the applicant
members are seeking approval of CON 171342
to be established as the new operator of
Adirondack Tri-County Nursing and
Rehabilitation Center, Inc., an 82-bed, voluntary
not-for-profit, RHCF that operates a ten-slot
Adult Day Health Care Program located at 112
Ski Bowl Road, North Creek (Warren County).

OPCHSM Recommendation
Contingent Approval

Need Summary

There will be no changes to beds or services at
this facility. Odd Fellow & Rebekah
Rehabilitation & Health Care Center’s
occupancy was 93.8% in 2014, 90.8% in 2015
and 95.6% in 2016. Occupancy as of May 31,
2017, was 92.1%.

Program Summary

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. The applicant will enter an
administrative services agreement with
Elderwood Administrative Services, LLC.
Elderwood Administrative is 100% owned by
Post-Acute Partners Management, LLC jointly
owned by Warren Cole and Jeffrey Rubin.

Financial Summary

PAP agreed to acquire the RHCF’s assets for
$10,000,000. The purchase price will be met
with members’ equity of $2,000,000 and a bank
loan for $8,000,000 at 6% interest for five years,
with an option to extend for an additional five
years. M&T Bank has provided a letter of
interest for the loan at the stated terms. PAP
will assign its rights and title to the RHCF's
operations and real property to 104 Old Niagara
Road Operating Company, LLC and 104 Old
Niagara Road, LLC, respectively, for $10. There
are no project costs associated with this
proposal. Applicant member Warren Cole has
provided an affidavit attesting to fund the balloon
payment if acceptable terms are not available at
the time of refinancing. The budget is as
follows:

Year One  Year Three
Revenues $12,571,936 $13,380,260
Expenses 12,395,179 $12,734,389
Gain/(Loss) $176,757 $645,871
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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.

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. Identify 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. [RNR]

Submission of an executed Assignment of Rights, acceptable to the Department of Health. [BFA]

Submission of an executed Health Care Center Facility Lease, acceptable to the Department of Health.

[BFA]

Submission of executed Administrative Services Agreement, acceptable to the Department of Health.

[BFA]

Submission of a photocopy of the applicant's executed Assignment of Rights, acceptable to the

Department. [CSL]

Submission of a photocopy of the applicant's executed Administrative Services Agreement, acceptable to

the Department. [CSL]

Submission of a photocopy of the Certificate of Dissolution or Certificate of Amendment to the Certificate of

Incorporation of Odd Fellow & Rebekah Rehabilitation and Health Center, Inc., acceptable to the

Department. [CSL]

Submission of a photocopy of the applicant's executed Restated Articles of Organization, acceptable to the

Department. [CSL]

Submission of a photocopy of the applicants executed Amended and Restated Single Member Operating

Agreement, acceptable to the Department. [CSL]

Submission of a photocopy of the applicant's executed Lease Agreement, acceptable to the Department.

[CSL]

Submission of a photocopy of the Authority to Do Business in the State of New York by the New York

Department of State for 104 Old Niagara Road Operating Holders, 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. Within two years from the date of 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 as prescribed by the related contingency. Once the Medicaid patient
admissions standard is reached, the facility shall not reduce its proportion of Medicaid patient
admissions below the 75 percent standard unless and until the applicant, in writing, requests the
approval of the Department to adjust the 75 percent standard and the Department’s written approval
is obtained. [RNR]

3. Submission of annual reports to the Department for at least two years demonstrating substantial
progress with the implementation of the facility’s Medicaid Access Plan as prescribed by the related
contingency. Reports will be due within 30 days of the conclusion of each year of operation as
identified by the Effective Date on the Operating Certificate issued at project completion. For
example, if the Operating Certificate Effective Date is June 15, 2017, the first report is due to the
Department no later than July 15, 2018. The Department reserves the right to require continued
reporting beyond the two-year period. [RNR]

Council Action Date
August 3, 2017

|
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Need Analysis |

Analysis
As calculated under the current Need methodology, there is a surplus of 12 beds in Niagara County.

RHCF Need — Niagara County

2016 Projected Need 1,377
Current Beds 1,389
Beds Under Construction 0
Total Resources 1,389
Unmet Need 12

Odd Fellow & Rebekah Rehabilitation
Facility vs. County

100.0%
98.0%

% 97.0%

o 96.0%

- (0]

(®)

S 94.0%

o . (]

3

(&)

S 92.0%
90.0%

2010 2011 2012 2013 2014 2015 2016 *
- e e [cility 97.6% 95.2% 95.2% 95.2% 93.8% 90.8% 95.6%
e Niagara County 96.6% 97.8% 96.0% 94.4% 93.8% 93.4% 93.4%

* unaudited data; based upon facility reporting

Odd Fellow & Rebekah Rehabilitation & Health Care Center’s occupancy as of May 31, 2017, was 92.1%.
According to the current operator, the decreased occupancy for 2015 was due to lower short-term
rehabilitation admissions during the summer months. The facility was able to increase the short-term
rehabilitation admissions for 2016. The applicant plans to strengthen referral relationships with local
physicians and hospitals to maintain strong occupancy at the facility.

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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Odd Fellow & Rebekah Rehabilitation & Health Care Center’'s Medicaid admissions of 6.7% in 2014 and
6.2% in 2015 did not exceed Niagara County’s 75% threshold rates in 2014 and 2015 of 15.3% and
12.5%, respectively.

Recommendation
From a need perspective, contingent approval is recommended.

Program Analysis |

Facility Information

Existing Proposed
Facility Name Odd Fellow & Rebekah Elderwood at Lockport
Rehabilitation & Health Care Center,
Inc.
Address 104 Old Niagara Road Same
Lockport, NY 14094
Beds 126 Same
ADHCP Capacity N/A N/A
Type of Operator Corporation Limited Liability Company
Class of Operator | Not for Profit Proprietary

Operator Odd Fellow & Rebekah

Center, Inc.

Rehabilitation & Health Care

104 Old Niagara Road Operating
Company, LLC. — 100%
Members
Warren Cole (50%)
Jeffrey Rubin (50%)

Character and Competence - Background
Facilities Reviewed

NYS Nursing Homes
Elderwood at Hamburg
Elderwood at Liverpool
Elderwood at Amherst
Elderwood at Grand Island
Elderwood at Lancaster
Elderwood at Cheektowaga
Elderwood at Williamsville
Elderwood at Waverly
Elderwood at Wheatfield
Elderwood at Hornell
Elderwood at Uihlein at Lake Placid

NYS Adult Home/Enriched Housing Program

Elderwood Village at Williamsville
Elderwood Assisted Living at Wheatfield
Elderwood Assisted Living at West Seneca
Elderwood Assisted Living at Cheektowaga
Elderwood Assisted Living at Hamburg
Elderwood Assisted Living at Waverly
Tonawanda Manor

McCauley Manor at Mercycare

07/2013 to present
07/2013 to present
07/2013 to present
07/2013 to present
07/2013 to present
07/2013 to present
07/2013 to present
07/2013 to present
07/2013 to present
04/12/16 to present
10/04/16 to present

07/2013 to present
07/2013 to present
07/2013 to present
07/2013 to present
07/2013 to present
07/2013 to present
02/2016 to present
04/2016 to present
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NYS Licensed Home Care Agency

Elderwood Assisted Living at West Seneca 07/2013 to present
Elderwood Assisted Living at Cheektowaga 07/2013 to present
Elderwood Assisted Living at Hamburg 07/2013 to present
Elderwood Assisted Living at Waverly 07/2013 to present
Elderwood Assisted Living at Tonawanda 04/2016 to present
Woodmark Pharmacy of New York, LLC 07/2013 to present
Alabama

Laurelton Rehabilitation and Nursing Center SNF 7/2007-5/2008
California

Care Alternatives of California HOS 07/2007-10/2009
Connecticut

Danbury Health Care Center SNF 07/2007-10/2009
Darien Health Care Center SNF 07/2007- 2007
Golden Hill Health Care Center SNF 07/2007-10/2009
Long Ridge of Stamford SNF 07/2007-10/2009
Newington Health Care Center SNF 07/2007-10/2009
River Glen Health Care Center SNF 07/2007-10/2009
The Highlands Health Care Center SNF 07/2007-10/2009
West River Health Care Center SNF 07/2007-10/2009
Westport Health Care Center SNF 07/2007-10/2009
Wethersfield Health Care Center SNF 07/2007-10/2009
Partners Pharmacy of Connecticut RX 07/2007-10/2009
Kansas

Care Alternatives of Kansas HOS 07/2007-10/2009
Maryland

Montgomery Village Health Care Center SNF 07/2007-10/2009
Massachusetts

Brookline Health Care Center SNF 07/2007-10/2009
Calvin Coolidge Nursing & Rehab Center SNF 07/2007-10/2009
Cedar Hill Health Care Center SNF 07/2007-10/2009
Concord Health Care Center SNF 07/2007-10/2009
Essex Park Rehabilitation & Nursing Center SNF 07/2007-10/2009
Holyoke Health Care Center SNF 07/2007-10/2009
Lexington Health Care Center SNF 07/2007-10/2009
Lowell Health Care Center SNF 07/2007-10/2009
Milbury Health Care Center SNF 07/2007-10/2009
New Bedford Health Care Center SNF 07/2007-10/2009
Newton Health Care Center SNF 07/2007-10/2009
Peabody Glen Health Care Center SNF 07/2007-10/2009
Redstone Health Care Center SNF 07/2007-10/2009
Weymouth Health Care Center SNF 07/2007-10/2009
Wilmington Health Care Center SNF 07/2007-10/2009
Care Alternatives of Massachusetts HOS 07/2007-10/2009
Partners Pharmacy of Massachusetts SNF 07/2007-10/2009
Woodmark Pharmacy of Massachusetts RX 06/2013- present
Michigan

Grand Blanc Rehabilitation & Nursing Center SNF 10/2007-10/2009
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Missouri

Care Alternatives of Missouri HOS 07/2007-10/2009
Cliffview at Riverside Rehab & Nursing Center SNF 10/2007-05/2008
Partners Pharmacy of Missouri RX 07/2007-10/2009
New Jersey

Bergen Care Home Health HHA 2007-10/2009
Bergen Care Personal Touch HHA 2007-10/2009
Care Alternatives of New Jersey HOS 07/2007-10/2009
Care One at Dunroven SNF 07/2007-10/2009
Care One at East Brunswick SNF 07/2007-10/2009
Care One at Evesham SNF 07/2007-10/2009
Care One at Evesham Assisted Living ALF 10/2007-10/2009
Care One at Ewing SNF 07/2007-10/2009
Care One at Hamilton SNF 07/2007-10/2009
Care One at Holmdel SNF 07/2007-10/2009
Care One at Jackson SNF 07/2007-10/2009
Care One at King James SNF 07/2007-10/2009
Care One at Livingston SNF 09/2007-10/2009
Care One at Livingston ALF 09/2007-10/2009
Care One at Madison Avenue SNF 07/2007-10/2009
Care One at Moorestown SNF 07/2007-10/2009
Care One at Moorestown ALF 07/2007-10/2009
Care One at Morris SNF 07/2007-10/2009
Care One at Morris Assisted Living ALF 07/2007-10/2009
Care One at Pine Rest SNF 07/2007-10/2009
Care One at Raritan Bay MC LTA 07/2007-10/2009
Care One Harmony Village at Moorestown SNF 07/2007-10/2009
Care One at Teaneck SNF 04/2007-10/2009
Care One at The Cupola SNF 07/2007-10/2009
Care One at The Highlands SNF 07/2007-10/2009
Care One at Valley SNF 07/2007-10/2009
Care One at Wall SNF 07/2007-10/2009
Care One at Wayne SNF/ALF 07/2007-10/2009
Care One at Wellington SNF 07/2007-10/2009
Ordell Health Care Center SNF 07/2007-10/2009
Somerset Valley Rehabilitation and Nursing SNF 10/2007-10/2009
South Jersey Health Care Center SNF 07/2007-10/2009
Woodcrest Health Care Center SNF 07/2007-10/2009
Care Alternatives of New Jersey HOS 07/2007-10/2009
Partners Pharmacy of New Jersey RX 07/2007-10/2009
North Carolina

Blue Ridge Health Care Center SNF 07/2007-10/2009
Ohio

Bellbrook Health Care Center SNF 07/2007-10/2009
The Rehabilitation & Nursing Center at EIm Creek  SNF 10/2007-10/2009
The Rehabilitation & Nursing Center at Firelands SNF 10/2007-10/2009
The Rehabilitation & Nursing Center at Spring Creek SNF 10/2007-10/2009
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Pennsylvania

Presque Isle Rehabilitation and Nursing Center SNF 10/2007-10/2009
The Rehab and Nursing Center at Greater Pittsburg SNF 10/2007-10/2009
Pediatric Specialty Care at Point Pleasant ICF 02/2011-present
Pediatric Specialty Care at Doyleston SNF 02/2011-present
Pediatric Specialty Care at Quakertown ICF 02/2011-present
Pediatric Specialty Care at Lancaster ICF 02/2011-present
Pediatric Specialty Care at Hopewell ICF 02/2011-present
Pediatric Specialty Care at Philadelphia ICF 02/2011-present
Senior Living at Lancaster HOM 02/2011-present
Care Alternatives of Pennsylvania HOS 07/2007-10/2009
Puerto Rico

Medicare Y Mucho Mas Medicare Advantage Plan 07/2007-11/2009
Rhode Island

Elderwood at Riverside SNF 02/2014-present
Elderwood at Scallop Shell at Wakefield SNF 12/2010-present
Virginia

Colonial Heights Health Care Center SNF 07/2007-10/2009
Glenburnie Rehabilitation SNF 07/2007-10/2009
Hopewell Health Care Center SNF 07/2007-10/2009
Valley Health Care Center SNF/ALF 4/2007-10/2009
Westport Health Care Center SNF 4/2007-10/2009
Care Alternatives of Virginia HOS 4/2007-10/2009
Partners of Virginia, LLC RX 4/2007-10/2009
ACU acute care/hospital ICF intermediate care facility/group home

ALF assisted living facility IRF intermediate rehab facility

HHA home health agency LTA long term acute care hospital

HOM homecare RX pharmacy

HOS hospice SNF skilled nursing facility/nursing home

Individual Background Review

Warren Cole is a member and co-founder of Post Acute Partners, LLC, which owns, operates and
develops healthcare facilities across the United States, including skilled nursing facilities, assisted living
facilities, pediatric specialty care hospitals, home health agencies and institutional pharmacies. Prior to
founding Post Acute Partners, LLC Mr. Cole was involved with Care Ventures, Inc., an investment firm
which acquires operational and real estate interests in nursing homes and provides financing to health
care facilities throughout the United States. Mr. Cole has had extensive health facility ownership
interests, which are listed above.

Jeffrey Rubin is a member and co-founder of Post Acute Partners, LLC, which owns, operates and
develops healthcare facilities across the United States, including skilled nursing facilities, assisted living
facilities, pediatric specialty care hospitals, home health agencies and institutional pharmacies. Prior to
founding Post Acute Partners, Dr. Rubin served as Executive Vice President Business Development for
Care One Management, LLC/Healthbridge Management, LLC from 2000-2009. Before his involvement
with Care One, Dr. Rubin served as President of Millennium Healthcare, Inc. which was the precursor to
Care One. Dr. Rubin was formerly a practicing dentist, with his license currently inactive. Dr. Rubin has
had extensive health facility ownership interests, which are listed above.

In the ten year period preceding the formation of Post Acute Partners early in 2010 both Dr. Rubin and
Mr. Cole held minority ownership interests, and in some circumstances also held management positions
in a group of affiliated, privately held companies which owned and operated various health care facilities
and/or services in various states other than the State of New York. Upon separating from the companies
in late 2009 they relinquished their management positions and since then have had no authority or ability
to direct, influence or otherwise affect the operations of the companies’ holdings.
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A review of the facilities that Mr. Cole and Dr. Rubin held and relinquished prior to the formation of Post
Acute Care Partners was undertaken at the time of their acquisition of Elderwood Senior Care, and
revealed no issues of character and competence at that time.

Character and Competence - Analysis
No negative information has been received concerning the character and competence of the above
applicants.

A review of operations at Elderwood Assisted Living at Waverly for the period identified above revealed
that the facility was fined $2,800 pursuant to a Stipulation and Order. A deficiency was found under 18
NYCRR 487.7(f)(5), Resident Services, identified in two inspection reports dated 7/27/2016 and
11/21/2016.

A review of operations for all other New York State health care facilities and agencies, for the periods
identified above, reveals that there were no enforcements.

A review of operations for Chestnut Terrace Rehabilitation and Nursing (now Elderwood at Riverside),
and Scallop Shell Nursing and Rehabilitation of Rhode Island (now Elderwood of Scallop Shell at
Wakefield), Presque Isle Rehabilitation and Nursing Center and The Rehabilitation and Nursing Center at
Greater Pittsburgh in Pennsylvania for the periods indicated above reveals that there were no
enforcements. This information was obtained from an affidavit signed by the applicants, as well as the
Medicare.gov Nursing Home Compare website.

A review of Woodmark Pharmacy of Massachusetts for the period indicated above reveals that there
were no issues with licensing and certification, as provided by the State of Massachusetts website.

The applicants have submitted an affidavit regarding the six pediatric intermediate care facilities in which
they attest to the provision of a substantially consistent high level of care.

An affiliate of the applicant (Niagara Advantage Health Plan, LLC dba Elderwood Health Plan MLTC) was
approved for enrollment as a Managed Long Term Care Plan by NYSDOH on April 1, 2016.

Health Quality
Overall | Inspection | Measures | Quintile

NY

Elderwood at Hamburg *hkk *hx *hkkk 4
Elderwood at Liverpool *kk *% *kkkk 1
Elderwood at Amherst Fkkk *k% Fkkk 2
Elderwood at Grand Island *% * *hkkk 1
Elderwood at Wheatfield *k% K% *hkk 3
Elderwood at Lancaster Fhkkk F*kkx *hkkk 1
Elderwood at Cheektowaga *xk *kk *kkk 2
Elderwood at Williamsville TRA* *ERAK ** 3
Elderwood at Waverly *kk *hk L 2
Elderwood at Hornell *% *% L 2
Elderwood at Lake Placid ** *% L 2
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Health Quality
Overall Inspection | Measures | Quintile

PA
Rehab & Nursing Ctr Greater o o *hkx
Pittsburg
RI
Elderwood Of Scallop Shell at kkkkk ek TN
Wakefield
Elderwood at Riverside Kk *hkkk *%

*Chestnut Terrace Nursing & Rehabilitation is listed in CMS report as Elderwood at Riverside, same address
*Elderwood at Lake Placid is listed on Quintile report as Uihlein Living Center, same PFI and address
*Elderwood at Hornell is listed on Quintile report as McCauley Manor at Mercycare, Same PFl and address

Recommendation
From a programmatic perspective, approval is recommended.

Financial Analysis |

Asset Purchase Agreement

The applicant submitted an executed APA to acquire the RHCF operations and real estate. The
agreement will be effectuated upon PHHPC approval of this application. The terms are summarized
below:

Date: February 10, 2017

Seller: Odd Fellow & Rebekah Rehabilitation & Health Care Center, Inc.

Purchaser: Post Acute Partners Acquisition, LLC

Asset All right, title and interest in: supplies, inventory, consumables and other medical
Transferred: goods; furniture, furnishings, equipment, computers, machinery; tangible personal

property; books, records, documents, surveys, reports, related to Real Property; all
assumed contracts; transferrable licenses; right to trademarks, trade names and
variations thereof, The Real Property, including all buildings, fixtures, structures and

improvements.
Excluded Seller's cash and equivalents and securities, all prepaid expenses of sellers, all
Assets: funds deposited into payroll or operating accounts as of the closing date, all

accounts receivable, name of the seller and any related names (including “Odd
Fellow and Rebekah Rehabilitation and Health Care Center, Inc.” or any variations
thereof). Rights to tax refunds or claims from periods prior to closing date.

Assumed Assumed contracts and Admission Agreements as they relate to periods after the
Liabilities: Effective Time.

Purchase $10,000,000

Price:

Payment of the | $1,000,000 Deposit;

Purchase $9,000,000 at the Closing

Price:

The purchase price is proposed to be satisfied as follows:

Member's Equity $2,000,000
Mortgage loan (5 years, with possible 5-year extension, 6% interest) $8,000,000
Total $10,000,000
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The applicant states that the allocation of the purchase price between operations and realty will not be
finalized until Closing. BFA Attachment A is the net worth summaries for the proposed members of PAP,
which shows sufficient liquid assets to meet equity requirements.

M&T Bank provided a letter of interest for the loan at the stated terms.

The applicant submitted an original affidavit, which is acceptable to the Department, in which the
applicant agrees, notwithstanding any agreement 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 Medicaid liabilities.

Assignment of Rights
The applicant submitted a draft Assignment of Rights for the assignment of the assets associated with the
APA, shown below:

Assignor: Post Acute Partners Acquisition, LLC
Assignee-Operating Assets: 104 Old Niagara Road Operating Company, LLC
Operating Assets Transferred: | Assets as defined by the Asset Purchase Agreement
Assignee-Leasehold Interest: 104 Old Niagara Road, LLC

Leasehold Assets Transferred: | Land, Buildings and Structures as defined by the Asset
Purchase Agreement.

Considerations: $10

Health Care Facility Lease Agreement
The applicant submitted a draft lease agreement, the terms are summarized below:

Premises: | All the landlord’s right, title and interest in and to the real property and facility at 104
Old Niagara Road, Lockport, New York
Landlord: 104 Old Niagara Road, LLC

Lessee: 104 Old Niagara Road Operating Company, LLC
Term: 10 years with four 5-year renewal options
Rent: An amount not less than the amounts necessary to cover any debt service of the

landlord, its affiliates, or parent, and related to the property.
Provisions: | Triple Net

The lease arrangement is a non-arm’s length agreement. The applicant has submitted an original
affidavit attesting to the relationship between the landlord and the operating entity.

Administrative Services Agreement
The applicant submitted a draft Administrative Service Agreement, summarized as follows:

Provider: | Elderwood Administrative Services, LLC

Company: | 104 Old Niagara Road Operating Company, LLC d/b/a Elderwood at Lockport
Services All functions related to: Accounts Receivable, Billing, Accounts Payable, Payroll
Provided: | (excluding responsibility, obligation or liability); and budgets; financial reporting;
regulatory reports; bookkeeping; human resources; information technology;
insurance and risk management; and corporate compliance.

Term: From Effective Date until December 31, 2017, with automatic 1-year renewals.
Fee: $52,170 per month with periodic adjustments based on a consideration of the fees,
the scope of operations, the changes in the purchasing power of money, the
services being performed, the size of nonprofessional workforce and the expenses
of the provider, reflecting the fair market value.
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The members of the proposed operator, Warren Cole and Jeffrey Rubin, are also members of the
administrative services provider. 104 Old Niagara Road Operating Company, LLC will maintain
responsibility and authority over the daily management and operations of the facility.

Operating Budget
The applicant provided the current year, and first and third year operating budgets after the change in
ownership, in 2017 dollars, summarized as follows:

Current Year Year One Year Three
Per Day Total Per Day Total Per Day Total

Revenues

Medicaid FFS $237.48 $6,971,971 $211.32 $6,480,717 $211.50 $6,152,467

Medicare FFS $375.74 2,907,480 $622.06 2,270,527 $641.26 2,340,593

Commercial FFS 0 $361.74 1,320,343 $463.11 1,690,343

Private Pay/Other  $356.26 1,659,466 $354.94 2,031,294 $372.45 2,718,904

Other Rev 0 469,055 477,953
Total Revenues $11,538,917 $12,571,936 $13,380,260
Expenses

Operating $241.38 $10,078,566 $256.15 $11,191,531 $264.28 $11,546,573

Capital 22.85 953,980 27.55 1,203,648 27.19 1,187,816
Total Expenses $264.23 $11,032,546 $283.70 $12,395,179 $291.47 $12,734,389
Net Income/(Loss) $506,371 $176,757 $645,871
Utilization (days) 41,754 43,691 43,690
% Occupancy 90.8% 95.0% 95.0%

The following is noted with respect to the submitted budget:

e The Current Year represents the facility’s 2015 experience.

e Revenue assumptions are based on the applicant’s experience, via affiliated entities, operating other
NYS RHCFs.

¢ Budgeted All Other Revenue includes assessment revenue and gift shop revenue.

e Medicaid revenue is based on the facility’s 2017 Medicaid Regional Pricing Rate. The Commercial
rate is based on RUG distribution and acuity. PAP’s business model is to develop a robust clinical
program to care for higher acuity intensive nursing and rehab patients. They expect the number of
such residents will increase by the third year. All other rates are based on the facility’s most current
(March 2017) average rates of payment.

o Utilization assumptions are based on the applicant’'s experience and projected need in the area.

e Expenses are based on current operations, the experience of applicant members and adjusted for
anticipated increase in utilization, rent and payment for working capital loans.

e Breakeven utilization is estimated at 93.61% (43,053 patient days) and 90.24% (41,503 patient days)
in Years One and Year Three, respectively.

e Overall utilization is 95% for both Years One and Three, while utilization by payor source is as

follows:
Current Year Year One Year Three
Medicaid FFS 70.31% 70.19% 66.58%
Medicare FFS 18.53% 8.35% 8.35%
Commercial FFS 0.00% 8.35% 8.35%
Private Pay/Other 11.16% 13.10% 16.71%
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Capability and Feasibility

There are no project costs associated with this application. PAP has agreed to acquire the rights to the
RHCF's real property and operating interests for $10,000,000. The acquisition price will be met with
$2,000,000 in members’ equity and a $8,000,000 mortgage loan at the above stated terms. PAP will
assign its rights to the RHCF operating interest to 104 Old Niagara Road Operating Company, LLC and
its rights to the property to 104 Old Niagara Road, LLC for a total of $10.

The working capital requirement of $2,065,863 is based on two months of Year One expenses. Working
capital will be met with $1,032,932 in members’ equity and a loan for $1,032,931 at 4% interest for a five-
year term. M&T Bank has provided a letter of interest for the working capital loan. BFA Attachment A,
the proposed operating members’ net worth, shows sufficient assets overall to meet equity requirements.

BFA Attachment C is 104 Old Niagara Road Operating Company, LLC’s pro forma balance sheet as of
the first day of operation, which indicates a positive members’ equity of $3,032,932. Equity includes
$1,600,000 in goodwill, which is not a liquid resource nor is it recognized for Medicaid reimbursement. If
goodwill is eliminated, total net assets are $1,432,932.

BFA Attachment D is 104 Old Niagara Road, LLC’s pro forma balance sheet as of the first day of
operation, which indicates a positive members’ equity of $0.

The budget projects a $176,757 in Year One and net income of $645,871 in Year Three. The budgets
appear reasonable.

Implementation of the transition of nursing home (NH) residents to Medicaid managed care is ongoing.
Under the managed care construct, Managed Care Organizations (MCOs) negotiate payment rates
directly with NH providers. A Department policy paper provided guidance requiring MCOs to pay the
Medicaid FFS rate as a benchmark, or a negotiated rate acceptable to both plans and NH, for three years
after a county has been deemed mandatory for NH population enrollment. The transition period has been
extended out to 2020; hence, the benchmark FFS rate remains a viable basis for assessing NH revenues
through the transition period.

BFA Attachment E, the 2013-2015 certified and the 2016 internal financial summary of Odd Fellow &
Rebekah Rehabilitation & Health Care Center, indicates that the facility had a positive average net asset
position, generated an annual average operating profit of $414,556 for the period 2013-2015 and an
operating deficit of $241,354 for 2016, and maintained a positive average working capital position for
2013-2016. The 2016 loss was due to non-recurring transaction related legal expenses, increased
liability insurance, nursing expenses due to engaging contract nursing in 2016, and increased worker’s
compensation expenses. To rectify the losses, the facility will eliminate contract nursing by bring all staff
in-house and will utilize risk management processes and procedures to reduce worker's compensation
expense.

BFA Attachment F, a financial summary of affiliated RHCFs, shows the facilities maintained positive net
income from operations for 2015 and 2016, except for the following:

e Elderwood at Grand Island (2850 Grand Island Boulevard Operating Company, LLC) shows negative
working capital for the period shown. The applicant attributes the negative working capital to the
timing of short-term working capital needs (due to the timing of payroll and collections). The facility
shows a nominal loss year-to-date 2016, which the applicant attributes to increased prescription drug
costs. The applicant anticipates improved results as of the end of the calendar year.

e Elderwood at Cheektowaga (225 Bennett Road Operating Company, LLC) and Elderwood at
Hamburg (5775 Maelou Drive Operating Company, LLC) show negative working capital as of
December 31, 2015. The applicant attributes the negative working capital to the timing of short-term
working capital needs (due to the timing of payroll and collections). While Elderwood at
Cheektowaga demonstrates positive operating income through December 31, 2016, the facility
experienced a net loss in 2015, which they attributed to a lower than normal census.

o Elderwood at Wheatfield (2600 Niagara Falls Boulevard Operating Company, LLC) shows positive
net income and net assets. Working capital was negative due to reclassifying the mortgage from
long term to current. This will correct itself in 2017 when the mortgage is scheduled to be
refinanced.

|
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The applicant notes the above referenced entities have access to revolving credit lines that cover
temporary negative working capital balances.

Financial statements for Elderwood of Uihlein at Lake Placid (185 Old Military Road Operating Company,
LLC), Elderwood of Lakeside at Brockport (170 West Avenue Operating Company, LLC) and Elderwood
at Ticonderoga (1019 Wicker Street Operating Company, LLC) were not evaluated as the applicant was
not established as the operator of the facilities until October 4, 2016 or later.

Subiject to the noted contingencies, and dependent upon the proposed operator meeting their projections,
the applicant demonstrated the capability to proceed in a financially feasible manner.

Recommendation
From a financial perspective, contingent approval is recommended.

Attachments |

BFA Attachment A Net worth summary, members of Post Acute Partners Acquisition, LLC

BFA Attachment B Organizational Chart

BFA Attachment C  Pro Forma Balance Sheet, 104 Old Niagara Road Operating Company, LLC

BFA Attachment D  Pro Forma Balance Sheet, 104 Old Niagara Road, LLC

BFA Attachment E  Financial Summary, Odd Fellow & Rebekah Rehabilitation & Health Care
Center

BFA Attachment F  Financial Summary, affiliated nursing home facilities
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF
OPPORTUNITY.

of Health

Project # 171342-E
112 Ski Bowl Road Operating Company, LLC d/b/a
Elderwood at North Creek

Program:

Purpose: Establishment

Residential Health Care Facility

County: Warren
Acknowledged: May 15, 2017

Executive Summary

Description

112 Ski Bowl Road Operating Company, LLC
d/b/a Elderwood at North Creek, a New York
limited liability company, requests approval to be
established as the new operator of Adirondack
Tri-County Nursing and Rehabilitation Center,
Inc., an 82-bed, voluntary not-for-profit, Article
28 residential health care facility (RHCF) located
at 112 Ski Bowl Road, North Creek (Warren
County). The RHCF operates a ten-slot Adult
Day Health Care Program (ADHCP) onsite,
which is included in this application request. A
separate entity, 112 Ski Bowl Road, LLC, will
acquire the real property. There will be no
change in beds or services provided.

On May 5, 2017, Post Acute Partners
Acquisition, LLC (PAP), a Delaware limited
liability company licensed to do business in New
York State, entered into an Asset Purchase
Agreement (APA) with Adirondack Tri-County
Nursing and Rehabilitation Center, Inc., the
current owner, for the sale and acquisition of the
operating interests and real property for
$180,000 plus assumption of certain liabilities.
The assumed liabilities are not anticipated to
exceed $699,410 for the operations and
$2,185,857 for the real property, as shown on
their respective pro forma balance sheets (BFA
Attachments D and E). PAP is equally owned
by Warren Cole and Jeffery Rubin, D.D.S. Upon
Public Health and Planning Council (PHHPC)
approval, PAP will assign its rights under the
APA to 112 Ski Bowl Road Operating Company,
LLC and 112 Ski Bowl Road, LLC. 112 Ski Bowl
Road, LLC will lease the real property to 112 Ski
Bowl Road Operating Company, LLC. There is

a relationship between the proposed operating
and realty LLCs in that the entities have
common membership.

The seller indicated that the facility had been
experiencing losses over the prior years, and
projections for the future were not better. The
Board believed that selling the RHCF offered the
greatest opportunity to preserve access to
nursing home care in the North Creek
community, thus they decided to obtain bids
from prospective buyers. They received
solicited and unsolicited offers from five potential
buyers, evaluated all of the offers, and decided
to move forward with PAP, which the Board
believed was the best offer taking into
consideration the preservation of quality nursing
home services in their service area, the relative
certainty of the transaction given the other
facilities operated and under contract by
affiliates of PAP in the North Country region, and
the overall ability to achieve Tri-County’s
economic objectives. The sale proceeds will be
used to pay amounts owed on the existing
mortgage, employee salary and benefit accruals,
various accounts payable, NYSDOH cash
receipts assessments, and closing cost.
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The current and proposed operator of the RHCF
are as follows:

Current Operator
Adirondack Tri-County Nursing and Rehabilitation

Center, Inc (nfp)

Proposed Operator
112 Ski Bowl Road Operating Company, LLC

Members %
112 Ski Bowl Road Operating 100%
Holdco, LLC

Warren Cole (50%)
Jeffery Rubin D.D.S (50%)

Concurrently under review, the applicant
members are seeking approval to be established
as the new operator of Odd Fellow and Rebekah
Rehabilitation and Health Care Center, Inc., a
126-bed RHCF located in Lockport, New York
(CON 171227).

OPCHSM Recommendation
Contingent Approval

Need Summary

There will be no changes to beds or services at
this facility. Adirondack Tri-County Nursing &
Rehabilitation Center’s occupancy was 93.6% in
2014, 85.5% in 2015 and 85.4% in 2016.
Occupancy, as of May 31, 2017, was 84.1%.

Program Summary

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. The applicant will enter an
administrative services agreement with
Elderwood Administrative Services, LLC.
Elderwood Administrative is 100% owned by
Post-Acute Partners Management, LLC jointly
owned by Warren Cole and Jeffrey Rubin.

Financial Summary

PAP agreed to acquire the operating interest
and real property for $180,000 plus the
assumption of certain liabilities estimated at a
combined total of $2,885,267. The purchase
price will be met with members’ equity. PAP will
assign its rights and title to the RHCF operations
and real property to 112 Ski Bowl Road
Operating Company, LLC and 112 Ski Bowl
Road, LLC, respectively, for $10. There are no
project costs associated with this proposal. The
proposed budget is as follows:

First Year Third Year
Revenues $6,545,625 $7,628,641
Expensed 8,236,209 8,892,324
Gain/(Loss) ($1,690,584) ($1,263,683)
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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.

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:

Describing how the applicant reached out to hospital discharge planners to make them aware of the

facility’s Medicaid Access Program;

a. Indicating that the applicant communicated with local hospital discharge planners on a regular
basis regarding bed availability at the nursing facility;

b. 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.

c. Documentation pertaining to the number of referrals and the number of Medicaid admissions; and

d. Other factors as determined by the applicant to be pertinent. [RNR]

Submission of an executed Assignment of Rights, acceptable to the Department of Health. [BFA]

Submission of an executed Health Care Center Facility Lease, acceptable to the Department of

Health. [BFA]

Submission of an executed Administrative Services Agreement, acceptable to the Department of

Health. [BFA]

Submission of documentation of M&T Bank’s approval for the applicant to assume the nursing

home’s outstanding M&T Bank debt obligations, acceptable to the Department of Health. [BFA]

Submission of a photocopy of the applicant's executed Restated Articles of Organization, acceptable

to the Department. [CSL]

Submission of a photocopy of the applicant's executed Operating Agreement, acceptable to the

Department. [CSL]

Submission of a photocopy of the applicant's executed lease agreement, acceptable to the

Department. [CSL]

Submission of a photocopy of the applicants amended and executed Administrative Services

Agreement, acceptable to the Department. [CSL]

Submission of a photocopy of the applicant's executed Assignment of Rights, acceptable to the

Department. [CSL]

Submission of a photocopy of 112 Ski Bowl Road Operating Holdco, LLC's Certificate of Authority to

Do Business in the State of New York, 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. Within two years from the date of 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 as prescribed by the related contingency. Once the Medicaid patient
admissions standard is reached, the facility shall not reduce its proportion of Medicaid patient
admissions below the 75 percent standard unless and until the applicant, in writing, requests the
approval of the Department to adjust the 75 percent standard and the Department’s written approval
is obtained. [RNR]

3. Submission of annual reports to the Department for at least two years demonstrating substantial
progress with the implementation of the facility’s Medicaid Access Plan as prescribed by the related
contingency. Reports will be due within 30 days of the conclusion of each year of operation as
identified by the Effective Date on the Operating Certificate issued at project completion. For
example, if the Operating Certificate Effective Date is June 15, 2017, the first report is due to the
Department no later than July 15, 2018. The Department reserves the right to require continued
reporting beyond the two-year period. [RNR]

Council Action Date
August 3, 2017

|
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Need Analysis |

Analysis
The current Need methodology shows a need for 15 additional beds in Warren County.

RHCF Need — Warren County

2016 Projected Need 417
Current Beds 402
Beds Under Construction 0
Total Resources 402
Unmet Need 15
Adirondack Tri-county Nursing & Rehabilitaion Center
Facility vs. County
100.0%
97.0%
° 95.0%
®
[a's
S 90.0%
c
4]
o
3
S 85.0%
o
80.0%
2010 2011 2012 2013 2014 2015 | 2016 %
- = = Facility 97.6% | 95.4% | 94.7% | 94.4% | 93.6% | 85.5% | 85.4%
e \N/arren County 96.1% | 95.9% | 93.7% | 92.0% | 91.1% | 85.8% | 90.1%

* unaudited data; based upon facility reporting

Adirondack Tri-County Nursing & Rehabilitation Center’s occupancy as of May 31, 2017, was 84.1%. The
applicant plans to enhance staffing, augment clinical programs and capacity, cultivate relationships with
local referral sources, and enter into a Managed Long-Term Care Plan (MLTCP) to improve occupancy at
the facility.

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.

Adirondack Tri-County Nursing & Rehabilitation Center’s Medicaid admissions of 29.8% in 2014 and
41.5% in 2015 did exceed Warren County’s 75% threshold rates in 2014 and 2015 of 10.4% and 17.7%,
respectively.

Recommendation
From a need perspective, contingent approval is recommended.

|
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Program Analysis |

Facility Information

Existing

Proposed

Facility Name Adirondack Tri- County Nursing &

Rehabilitation Center, Inc.

Elderwood at North Creek

Address 112 Ski Bowl Road Same
North Creek, NY 12853
Beds 82 Same
ADHCP Capacity 10 10
Type of Operator Inc. Limited Liability Company
Class of Operator | Not for Profit Proprietary
Operator Adirondack Tri- County Nursing & | 112 Ski Bowl Road Operating Co.,LLC
Rehabilitation Ctr., Inc. Members:
Warren Cole 50.00%
Jeffrey Rubin 50.00%
100.00%

Character and Competence - Background
Facilities Reviewed

NYS Nursing Homes
Elderwood at Hamburg
Elderwood at Liverpool
Elderwood at Amherst
Elderwood at Grand Island
Elderwood at Lancaster
Elderwood at Cheektowaga
Elderwood at Williamsville
Elderwood at Waverly
Elderwood at Wheatfield
Elderwood at Hornell
Elderwood at Uihlein at Lake Placid

NYS Adult Home/Enriched Housing Program
Elderwood Village at Williamsville

Elderwood Assisted Living at Wheatfield
Elderwood Assisted Living at West Seneca
Elderwood Assisted Living at Cheektowaga
Elderwood Assisted Living at Hamburg
Elderwood Assisted Living at Waverly
Tonawanda Manor

McCauley Manor at Mercycare

NYS Licensed Home Care Agency
Elderwood Assisted Living at West Seneca
Elderwood Assisted Living at Cheektowaga
Elderwood Assisted Living at Hamburg

Elderwood Assisted Living at Waverly
Elderwood Assisted Living at Tonawanda
Woodmark Pharmacy of New York, LLC

Alabama
Laurelton Rehabilitation and Nursing Center

SNF
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07/2013 to present
07/2013 to present
07/2013 to present
07/2013 to present
07/2013 to present
07/2013 to present
07/2013 to present
07/2013 to present
07/2013 to present
04/12/16 to present
10/04/16 to present

07/2013 to present
07/2013 to present
07/2013 to present
07/2013 to present
07/2013 to present
07/2013 to present
02/2016 to present
04/2016 to present

07/2013 to present
07/2013 to present
07/2013 to present

07/2013 to present

04/2016 to present
07/2013 to present

7/2007-5/2008




California
Care Alternatives of California

Connecticut

Danbury Health Care Center
Darien Health Care Center
Golden Hill Health Care Center
Long Ridge of Stamford
Newington Health Care Center
River Glen Health Care Center
The Highlands Health Care Center
West River Health Care Center
Westport Health Care Center
Wethersfield Health Care Center
Partners Pharmacy of Connecticut

Kansas
Care Alternatives of Kansas

Maryland
Montgomery Village Health Care Center

Massachusetts

Brookline Health Care Center

Calvin Coolidge Nursing & Rehab Center
Cedar Hill Health Care Center

Concord Health Care Center

Essex Park Rehabilitation & Nursing Center
Holyoke Health Care Center

Lexington Health Care Center

Lowell Health Care Center

Milbury Health Care Center

New Bedford Health Care Center
Newton Health Care Center

Peabody Glen Health Care Center
Redstone Health Care Center
Weymouth Health Care Center
Wilmington Health Care Center

Care Alternatives of Massachusetts
Partners Pharmacy of Massachusetts
Woodmark Pharmacy of Massachusetts

Michigan
Grand Blanc Rehabilitation & Nursing Center

Missouri

Care Alternatives of Missouri

Cliffview at Riverside Rehab & Nursing Center
Partners Pharmacy of Missouri

New Jersey
Bergen Care Home Health

Bergen Care Personal Touch

Care Alternatives of New Jersey

Care One at Dunroven

Care One at East Brunswick

Care One at Evesham

Care One at Evesham Assisted Living
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HOS

SNF
SNF
SNF
SNF
SNF
SNF
SNF
SNF
SNF
SNF
RX

HOS

SNF

SNF
SNF
SNF
SNF
SNF
SNF
SNF
SNF
SNF
SNF
SNF
SNF
SNF
SNF
SNF
HOS
SNF
RX

SNF

HOS
SNF
RX

HHA
HHA
HOS
SNF
SNF
SNF
ALF

07/2007-10/2009

07/2007-10/2009
07/2007- 2007

07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009

07/2007-10/2009

07/2007-10/2009

07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
06/2013- present

10/2007-10/2009

07/2007-10/2009
10/2007-05/2008
07/2007-10/2009

2007-10/2009

2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
07/2007-10/2009
10/2007-10/2009



Care One at Ewing SNF 07/2007-10/2009

Care One at Hamilton SNF 07/2007-10/2009
Care One at Holmdel SNF 07/2007-10/2009
Care One at Jackson SNF 07/2007-10/2009
Care One at King James SNF 07/2007-10/2009
Care One at Livingston SNF 09/2007-10/2009
Care One at Livingston ALF 09/2007-10/2009
Care One at Madison Avenue SNF 07/2007-10/2009
Care One at Moorestown SNF 07/2007-10/2009
Care One at Moorestown ALF 07/2007-10/2009
Care One at Morris SNF 07/2007-10/2009
Care One at Morris Assisted Living ALF 07/2007-10/2009
Care One at Pine Rest SNF 07/2007-10/2009
Care One at Raritan Bay MC LTA 07/2007-10/2009
Care One Harmony Village at Moorestown SNF 07/2007-10/2009
Care One at Teaneck SNF 04/2007-10/2009
Care One at The Cupola SNF 07/2007-10/2009
Care One at The Highlands SNF 07/2007-10/2009
Care One at Valley SNF 07/2007-10/2009
Care One at Wall SNF 07/2007-10/2009
Care One at Wayne SNF/ALF 07/2007-10/2009
Care One at Wellington SNF 07/2007-10/2009
Ordell Health Care Center SNF 07/2007-10/2009
Somerset Valley Rehabilitation and Nursing SNF 10/2007-10/2009
South Jersey Health Care Center SNF 07/2007-10/2009
Woodcrest Health Care Center SNF 07/2007-10/2009
Care Alternatives of New Jersey HOS 07/2007-10/2009
Partners Pharmacy of New Jersey RX 07/2007-10/2009
North Carolina

Blue Ridge Health Care Center SNF 07/2007-10/2009
Ohio

Bellbrook Health Care Center SNF 07/2007-10/2009
The Rehabilitation & Nursing Center at EIm Creek  SNF 10/2007-10/2009
The Rehabilitation & Nursing Center at Firelands SNF 10/2007-10/2009
The Rehabilitation & Nursing Center at Spring Creek SNF 10/2007-10/2009
Pennsylvania

Presque Isle Rehabilitation and Nursing Center SNF 10/2007-10/2009
The Rehab and Nursing Center at Greater Pittsburg SNF 10/2007-10/2009
Pediatric Specialty Care at Point Pleasant ICF 02/2011-present
Pediatric Specialty Care at Doyleston SNF 02/2011-present
Pediatric Specialty Care at Quakertown ICF 02/2011-present
Pediatric Specialty Care at Lancaster ICF 02/2011-present
Pediatric Specialty Care at Hopewell ICF 02/2011-present
Pediatric Specialty Care at Philadelphia ICF 02/2011-present
Senior Living at Lancaster HOM 02/2011-present
Care Alternatives of Pennsylvania HOS 07/2007-10/2009
Puerto Rico

Medicare Y Mucho Mas Medicare Advantage Plan 07/2007-11/2009
Rhode Island

Elderwood at Riverside SNF 02/2014-present
Elderwood at Scallop Shell at Wakefield SNF 12/2010-present
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Virginia

Colonial Heights Health Care Center SNF 07/2007-10/2009
Glenburnie Rehabilitation SNF 07/2007-10/2009
Hopewell Health Care Center SNF 07/2007-10/2009
Valley Health Care Center SNF/ALF 4/2007-10/2009
Westport Health Care Center SNF 4/2007-10/2009
Care Alternatives of Virginia HOS 4/2007-10/2009
Partners of Virginia, LLC RX 4/2007-10/2009
ACU acute care/hospital ICF intermediate care facility/group home

ALF assisted living facility IRF intermediate rehab facility

HHA home health agency LTA long term acute care hospital

HOM homecare RX pharmacy

HOS hospice SNF skilled nursing facility/nursing home

Individual Background Review

Warren Cole is a member and co-founder of Post Acute Partners, LLC, which owns, operates and
develops healthcare facilities across the United States, including skilled nursing facilities, assisted living
facilities, pediatric specialty care hospitals, home health agencies and institutional pharmacies. Prior to
founding Post Acute Partners, LLC Mr. Cole was involved with Care Ventures, Inc., an investment firm
which acquires operational and real estate interests in nursing homes and provides financing to health
care facilities throughout the United States. Mr. Cole has had extensive health facility ownership
interests, which are listed above.

Jeffrey Rubin is a member and co-founder of Post Acute Partners, LLC, which owns, operates and
develops healthcare facilities across the United States, including skilled nursing facilities, assisted living
facilities, pediatric specialty care hospitals, home health agencies and institutional pharmacies. Prior to
founding Post Acute Partners, Dr. Rubin served as Executive Vice President Business Development for
Care One Management, LLC/Healthbridge Management, LLC from 2000-2009. Before his involvement
with Care One, Dr. Rubin served as President of Millennium Healthcare, Inc. which was the precursor to
Care One. Dr. Rubin was formerly a practicing dentist, with his license currently inactive. Dr. Rubin has
had extensive health facility ownership interests, which are listed above.

In the ten year period preceding the formation of Post Acute Partners early in 2010 both Dr. Rubin and
Mr. Cole held minority ownership interests, and in some circumstances also held management positions
in a group of affiliated, privately held companies which owned and operated various health care facilities
and/or services in various states other than the State of New York. Upon separating from the companies
in late 2009 they relinquished their management positions and since then have had no authority or ability
to direct, influence or otherwise affect the operations of the companies’ holdings.

A review of the facilities that Mr. Cole and Dr. Rubin held and relinquished prior to the formation of Post
Acute Care Partners was undertaken at the time of their acquisition of Elderwood Senior Care, and
revealed no issues of character and competence at that time.

Character and Competence - Analysis

No negative information has been received concerning the character and competence of the above
applicants.

A review of operations at Elderwood Assisted Living at Waverly for the period identified above revealed
that the facility was fined $2,800 pursuant to a Stipulation and Order. A deficiency was found under 18
NYCRR 487.7(f)(5), Resident Services, identified in two inspection reports dated 7/27/2016 and
11/21/2016.

A review of operations for all other New York State health care facilities and agencies, for the periods
identified above, reveals that there were no enforcements.

A review of operations for Chestnut Terrace Rehabilitation and Nursing (now Elderwood at Riverside),
and Scallop Shell Nursing and Rehabilitation of Rhode Island (now Elderwood of Scallop Shell at
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Wakefield), Presque Isle Rehabilitation and Nursing Center and The Rehabilitation and Nursing Center at
Greater Pittsburgh in Pennsylvania for the periods indicated above reveals that there were no
enforcements. This information was obtained from an affidavit signed by the applicants, as well as the
Medicare.gov Nursing Home Compare website.

A review of Woodmark Pharmacy of Massachusetts for the period indicated above reveals that there
were no issues with licensing and certification, as provided by the State of Massachusetts website.

The applicants have submitted an affidavit regarding the six pediatric intermediate care facilities in which
they attest to the provision of a substantially consistent high level of care.

An affiliate of the applicant (Niagara Advantage Health Plan, LLC dba Elderwood Health Plan MLTC) was
approved for enrollment as a Managed Long Term Care Plan by NYSDOH on April 1, 2016.

Health Quality NYS

Overall Inspection | Measures | Quintile
NY
Elderwood at Hamburg *hkk *kk Fkkkk 4
Elderwood at Liverpool *kk *% *hkkk 1
Elderwood at Amherst *hkk *hk *hkk 2
Elderwood at Grand Island *% * *kkkk 1
Elderwood at Wheatfield *xk *kk *kkk 3
Elderwood at Lancaster *hkkk *hkk *kkkk 1
Elderwood at Cheektowaga *kk *kk *hkk 2
Elderwood at Williamsville *hkk *hkk ** 3
Elderwood at Waverly *kk *hk L 2
Elderwood at Hornell *% *% L 2
Elderwood at Lake Placid *% *% *kk 2
PA
Rghab & Nursing Ctr Greater o * e
Pittsburg
RI
Elderwood Of Scallop Shell at *kkkk *kk *kkkk
Wakefield
Elderwood at Riverside *hkkk *hkkk *%

*Chestnut Terrace Nursing & Rehabilitation is listed in CMS report as Elderwood at Riverside, same address
*Elderwood at Lake Placid is listed on Quintile report as Uihlein Living Center, same PFI and address
*Elderwood at Hornell is listed on Quintile report as McCauley Manor at Mercycare, Same PFl and address

Recommendation
From a programmatic perspective, approval is recommended.

|
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Financial Analysis |

Asset Purchase Agreement
The applicant has submitted an executed APA to acquire the RHCF operating interests, to be effectuated
upon PHHPC approval of this application. The terms of the agreement are summarized below:
Date: May 5, 2017

Purchaser: Post Acute Partners Acquisition, LLC

Seller: Adirondack Tri-County Nursing Home and Rehabilitation Center, Inc.
Assets Inventory; right, title and interest of Seller to all furniture, furnishings,
Transferred: equipment, computers, machinery, mechanical systems, security systems,

vehicles and office equipment; real property records; assumed contracts and
all assumed admission agreements; licenses in connection with the facility;
trademarks, trade names, service marks, trade dress used in connection with
operation of the facility; patient records, books and records; DOH settlement
payments; all items of tangible and intangible personal property used in
connection with operation and maintenance of the facility.

Excluded Sellers bank accounts, cash, cash equivalents and securities, financial
Assets: investments; prepaid expenses, deposits; accounts receivable; refunds or
reimbursements; funds held for Adirondack Community Trust; claims,
disputes, litigation, insurance proceeds; employee benefit plans and assets;
non-transferrable or non-assignable permits and licenses; and seller’s
financial books and records.

Assumed Liabilities incurred after closing. The following assumed liabilities: M&T Debt;
Liabilities: vehicle debt; program reimbursements; cash receipts or cash receipts
assessment; obligation to transitioned employees.

Purchase Price: | $180,000 plus assumed liabilities estimated at $2,885,267 (operation
$699,410 and real property $2,185,857 )

Payment of $180,000 deposit held in escrow to be applied to the purchase price at
Purchase Price: | closing.

BFA Attachment A is the net worth summaries for members of Post Acute Partners, Acquisition, LLC
which shows sufficient liquid assets to meet equity requirements.

The applicant has submitted an original affidavit, which is acceptable to the Department, in which the
applicant agrees, notwithstanding any agreement 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. As of June 7, 2017, the facility had $101,201 in outstanding
Medicaid overpayment liabilities.

Assignment of Rights
The applicant has submitted a proposed Assignment of Rights for the assignment of the assets
associated with the APA, as shown below:

Assignor: Post Acute Partners Acquisition, LLC

Assignee/Operator: 112 Ski Bowl Road Operating Company, LLC

Assignee/Real Property: | 112 Ski Bowl Road, LLC

Skilled Nursing Operating | Assets associated with the operation of the skilled nursing facility

Assets Transferred: of Adirondack Tri-County Nursing and Rehabilitation Center
Real Estate Assets Assets associated with the real property with respect to the
Transferred: facility located at 112 Ski Bowl Road, North Creek, NY 12853.
Assignment Fee: $10

|
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Health Care Facility Lease Agreement
The applicant has submitted a draft lease agreement, the terms of which are summarized below:

Premises: 112 Ski Bowl Road, North Creek, New York 12853 upon which an 82-bed
skilled nursing facility is located.

Landlord: 112 Ski Bowl Road, LLC

Tenant: 112 Ski Bowl Operating Company, LLC

Term: 10 years with four (4) extension terms of five (5) years each at the tenant’s
discretion.

Rent: An amount not less than the amounts necessary to cover any debt service of
landlord, its affiliates, or parent, and related to the property, estimated at
$530,568 per year.

Provisions: | Triple Net

The lease arrangement is a non-arm'’s length agreement. The applicant has submitted an original
affidavit attesting to the relationship between the landlord and the operating entity.

Administrative Services Agreement

The applicant has submitted a draft Administrative Service Agreement, summarized as follows:

Provider: | Elderwood Administrative Services, LLC

Company: | 112 Ski Bowl Road Operating Company, LLC

Services Assistance including: accounts receivable; billing; accounts payable; payroll; budgets;

Provided: | financial reporting; regulatory reports; bookkeeping; human resources; information
technology; marketing and business development; reimbursement; ancillary and other
services; insurance and risk management; and corporate compliance.

Term: From Effective Date until December 31, 2017, with automatic 1-year renewals.

Fee: $27,572 per month with periodic adjustments based on a consideration of the fees, scope
of operations, changes in purchasing power, services being performed, size of non-
professional workforce and the expenses of the provider, reflecting the fair market value.

Elderwood Administrative Services, LLC is owned by Warren Cole and Jeffrey Rubin, each at 50%. The
administrative services provider has provided an attestation acknowledging that there are statutory and
regulatory requirements that cannot be delegated and that 112 Ski Bowl Road Operating Company, LLC
will maintain responsibility and authority over the daily management and operations of the facility.

Operating Budget

The applicant has provided the current year (2015), and first and third year operating budgets after the
change in ownership, in 2017 dollars, summarized as follows:

Current Year First Year Third Year
Inpatient Revenue Per Diem Total Per Diem Total Per Diem Total
Medicaid $159.34 $3,293,468  $159.20  $2,775,237 $186.34  $2,268,750
Medicaid-MC 0 $159.20 916,946 $186.34 1,872,158
Medicare $410.83 700,058  $418.39 864,090 $463.93 1,098,180
Private $368.24 1,183,906 $341.86 $1,452,896 $368.34 1,875,570
Assessment 0 189,437 150,525
Subtotal Inpt Rev $5,177,432 $6,198,606 $7,265,183
Outpatient Revenue
ADHCP $183,272 $191,594 $203,279
Other Outpatient 143,537 117,390 117,580
Subtotal Outpt Rev $326,809 $308,984 $320,859
Total Operating Rev $5,504,241 $6,507,590 $7,586,042
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Expense

Operating $220.74 $5,648,421 $263.26  $7,643,103 $285.86  $8,299,218
Capital $19.24 492,236 $20.43 593,106 $20.43 593,106
Total Expense $239.98 $6,140,657 $283.69  $8,236,209 $306.29  $8,892,324
Oper. Income (Loss) ($636,416) ($1,728,619) ($1,306,282)
Other Revenue

Investment Income $1,812 $0 $0
NYS VAP Grant 808,902 0 0
Debt Forgiveness 314,607 0 0
All Other Revenue 80,647 38,035 42,599
Total Other Rev. $1,205,968 $38,035 $42,599
Net Income (Loss) $569,552 ($1,690,584) ($1,263,683)
Pt Days & Occup % 25,588 85.5% 29,032 97.0% 97.3% 29,127
ADHCP Visits 1,466 56% 3,445 85% 3,445 85%

The following is noted with respect to the submitted budget:

e The Current Year represents the facility’s 2015 experience.

e Revenue assumptions are based on the applicant’s experience, via affiliated entities, operating other
NYS RHCFs.

e Budgeted All Other Revenue includes rental income.

e The first-year budget eliminates revenues associated with the prior period that may not continue after
the change of ownership including: Vital Access Provider funding, vendor debt forgiveness,
contributions, interest and investment income, and vending machine income.

e Medicaid revenue is based on the facility’s 2017 Medicaid Regional Pricing rate, adjusted for a case
mix increase going from .8705 to 1.1733 in year three. All other rates are based on the facility’s
most current (March 2017) average rates of payment.

e The applicant projected staffing based on Department specific staffing models by position and shift.

e EXxpenses are based on current operations, the experience of applicant members and adjusted for
anticipated increases in utilization, rent and working capital.

e Utilization by payor source is as follows:

Current  First Year Third Year

Medicaid 80.78% 60.04% 41.94%
Medicaid-MC 0% 19.84% 34.60%
Medicare 6.66% 5.48% 5.92%
Private Pay 12.56% 14.64% 17.54%

100% 100% 100%

Capability and Feasibility

Post Acute Partners Acquisition, LLC agreed to acquire the operating interest and real property for
$180,000 plus the assumption of certain liabilities estimated at $2,885,267. The purchase price will be
met with members’ equity. PAP will assign its rights and title to the RHCF operations and real property to
112 Ski Bowl Road Operating Company, LLC and 112 Ski Bowl Road, LLC, respectively, for $10. There
are no project costs associated with this proposal.

The working capital requirement is estimated at $1,372,702 based on two months of first year expenses.
The members are adding $2,627,298 bringing the total working capital to $4,000,000, to be met by the
members. Review of BFA Attachment A, the members’ net worth, shows sufficient assets to meet all the
equity requirements.

The submitted budget projects a net loss of $1,690,584 and $1,263,683 the first and third years,
respectively. Overall revenues in the first year are estimated to decline by $164,584, primarily from a

|
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$1,003,349 increase in operating revenues, offset by the $1,167,933 elimination in grants and debt
forgiveness. Overall expenses are expected to increase by $2,095,552, coming from a $1,994,682
increase in operating expenses and a $100,870 net increase in capital expenses. The increase in
operating expenses is due primarily to a $1,330,048 increase in wages and fringe benefits (realignment of
staffing model) and a $524,279 increase in medical supplies with the balance spread among multiple
categories. The increase in capital expense is from a $283,373 increase in rent offset by $182,503
reduction in interest expense.

BFA Attachment D is 112 Ski Bowl Road Operating Company, LLC d/b/a Elderwood at North Creek’s pro
forma balance sheet, which shows the entity will start with $4,213,211 in equity. Assets included goodwill
of $392,621, which is not a liquid resource nor is it recognized for Medicaid reimbursement. If goodwill is
excluded, the total net assets are a positive $3,820,590. The budget was created taking into
consideration the changes in utilization. The applicant projects to breakeven by February 2020.

The budget appears reasonable.

Implementation of the transition of nursing home (NH) residents to Medicaid managed care is ongoing.
Under the managed care construct, Managed Care Organizations (MCOSs) negotiate payment rates
directly with NH providers. A Department policy paper provided guidance requiring MCOs to pay the
Medicaid FFS rate as a benchmark, or a negotiated rate acceptable to both plans and NH, for three years
after a county has been deemed mandatory for NH population enroliment. The transition period has been
extended out to 2020; hence, the benchmark FFS rate remains a viable basis for assessing NH revenues
through the transition period.

BFA Attachment F, the 2014-2016 financial summary of Adirondack Tri-County Nursing and
Rehabilitation Center, Inc. indicates the facility had a net asset deficit, generated an annual operating
deficit and achieved a positive working capital position as the result of receiving VAP grant.

BFA Attachment G, a financial summary of affiliated RHCFs, shows the facilities maintained positive net
income from operations for 2015 and 2016, except for the following:

e Elderwood at Grand Island (2850 Grand Island Boulevard Operating Company, LLC) demonstrates
negative working capital for the period shown. The applicant attributes the negative working capital
to the timing of short-term working capital needs (due to the timing of payroll and collections). The
facility shows a nominal loss year-to-date 2016, which the applicant attributes to increased
prescription drug costs. The applicant anticipates improved results as of the end of the calendar
year.

e Elderwood at Cheektowaga (225 Bennett Road Operating Company, LLC) and Elderwood at
Hamburg (5775 Maelou Drive Operating Company, LLC) show negative working capital as of
December 31, 2015. The applicant attributes the negative working capital to the timing of short-term
working capital needs (due to the timing of payroll and collections). While Elderwood at
Cheektowaga demonstrates positive operating income through December 31, 2016, the facility
experienced a net loss in 2015 which they attributed to a lower than normal census.

o Elderwood at Wheatfield (2600 Niagara Falls Boulevard Operating Company, LLC) shows positive
net income and net assets. Working capital was negative from reclassifying the mortgage from long
term to current, this will correct itself in 2017 when the mortgage is scheduled to be refinanced.

The applicant notes the above referenced entities have access to revolving credit lines that cover
temporary negative working capital balances.

Financial statements for Elderwood of Uihlein at Lake Placid (185 Old Military Road Operating Company,
LLC), Elderwood of Lakeside at Brockport (170 West Avenue Operating Company, LLC) and Elderwood
at Ticonderoga (1019 Wicker Street Operating Company, LLC) were not evaluated as the applicant was
not established as the operator of the facilities until October 4, 2016 or later.
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Subject to the noted contingencies, and dependent upon the proposed operator meeting their projections,
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 Net worth summary, members of Post Acute Partners Acquisition, LLC

BFA Attachment B Organizational Chart

BFA Attachment C  Real Property Members

BFA Attachment D  Pro Forma Balance Sheet, 112 Ski Bowl Road Operating Company, LLC

BFA Attachment E  Pro Forma Balance Sheet, 112 Ski Bowl Road, LLC

BFA Attachment F  Financial Summary, Adirondack Tri-County Nursing Home and
Rehabilitation Center, Inc.

BFA Attachment G Financial Summary, affiliated nursing home facilities
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF

OPPORTUNITY. Of Health

Project # 171229-E
ILF Operating, LLC d/b/a
Elm Manor Nursing and Rehabilitation Center

Program:

Purpose: Establishment

Residential Health Care Facility

County: Ontario
Acknowledged: March 31, 2017

Executive Summary

Description

ILF Operating, LLC d/b/a EIm Manor Nursing
and Rehabilitation Center, a New York limited
liability company, requests approval to be
established as the new operator of EIm Manor
Nursing Home, a 46-bed, proprietary, Article 28
residential health care facility (RHCF) located at
210 North Main Street, Canandaigua (Ontario
County). EIm Manor Nursing Home, Inc. is the
current operator of the facility. A separate entity,
ILF Realty, LLC, will acquire the real property.
There will be no change in beds or services
provided.

On November 17, 2016, EIm Manor Nursing
Home, Inc. entered into an Asset Purchase
Agreement (APA) with ILF Operating, LLC for
the sale and acquisition of the RHCF operating
interests for $900,000. Concurrently, the current
real property owners, Robert W. Hurlbut (50%)
and Jay B. Birnbaum (50%), entered into a Real
Estate Purchase Agreement (REPA) with ILF
Realty, LLC for the sale and acquisition of the
real property for $1,350,000. The APA and
REPA will close at the same time upon approval
by the Public Health and Health Planning
Council (PHHPC). There is a relationship
between ILF Operating, LLC and ILF Realty,
LLC in that there are common members in both
entities. The applicant will lease the premises
from ILF Realty, LLC.

Ownership of the operations before and after the
requested change is as follows:

Current Operator
EIm Manor Nursing Home, Inc

Shareholders Shares %
Robert W. Hurlbut 100 50%
Jay B. Birnbaum 100 50%

Proposed Operator
ILF Operating, LLC

Members

Giorgio Mayer (Manager) 75%
Abraham Mayer 10%
Aryeh Grinspan 15%

Concurrently under review, the applicant
members of ILF Operating, LLC and the realty
members of ILF Realty, LLC are seeking
approval to acquire the operating and realty
interests, respectively, in Wedgewood Care and
Rehabilitation Center (CON 171231).

OPCHSM Recommendation
Contingent Approval

Need Summary

There will be no change in beds or services as a
result of this change in ownership. Facility self-
reported occupancy was 9.5% as of June 7,
2017.
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Program Summary

No negative information has been received
concerning the character and competence of the
proposed applicants identified as new members.
No changes in the program or physical
environment are proposed in this application.

No administrative services or consulting
agreements are proposed in this application.
The applicants do not intend to use any staffing
agencies upon their assumption of ownership.

Financial Summary

There are no project costs associated with this
application. ILF Operating, LLC will acquire the
RHCF's operations for $900,000 funded via
$225,000 in members’ equity and a 30-year loan
at 5% interest. ILF Realty, LLC will purchase
the real property for $1,350,000 funded by a 30-
year loan at 5% interest. Harborview Capital
Partners has provided letters of interest for both
loans at the stated terms. The projected budget
is as follows:

Year One
Revenues $4,564,773
Expenses 4,462,835
Net Income $101,938
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Recommendations

Health Systems Agency
The Finger Lakes Health Systems Agency, known as Common Ground Health, recommends approval.

Office of Primary Care and Health Systems Management

Approval contingent upon:

1. 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)

2. 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)

3. 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. (RNR)

4. Submission of an executed working capital loan commitment, acceptable to the Department of
Health. (BFA)

5. Submission of an executed personal loan commitment, acceptable to the Department of Health.
(BFA)

6. Submission of an executed loan commitment for the purchase of the operations, acceptable to the
Department of Health. (BFA)

7. Submission of an executed loan commitment for the purchase of the real property, acceptable to the
Department of Health. (BFA)

8. Submission of a photocopy of the applicant's executed Certificate of Amendment of Articles of
Organization, acceptable to the Department.

9. Submission of a photocopy of the applicant's amended and executed Operating Agreement,
acceptable to the Department.

10. Submission of a photocopy of the applicant's executed lease agreement, acceptable to the
Department.

11. Submission of the applicant's Medicaid Affidavit, acceptable to the Department.
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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]

2. Within two years from the date of 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 as prescribed by the related contingency. Once the Medicaid patient
admissions standard is reached, the facility shall not reduce its proportion of Medicaid patient
admissions below the 75 percent standard unless and until the applicant, in writing, requests the
approval of the Department to adjust the 75 percent standard and the Department's written approval
is obtained. (RNR)

3. Submission of annual reports to the Department for at least two years demonstrating substantial
progress with the implementation of the facility's Medicaid Access Plan as prescribed by the related
contingency. Reports will be due within 30 days of the conclusion of each year of operation as
identified by the Effective Date on the Operating Certificate issued at project completion. For
example, if the Operating Certificate Effective Date is June 15, 2017, the first report is due to the
Department no later than July 15, 2018. The Department reserves the right to require continued
reporting beyond the two year period. (RNR)

Council Action Date
August 3, 2017

|
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Need Analysis

Background
There current Need methodology calculates no need for additional RHCF beds in Ontario County. This
project will not result in a change in the number of RHCF beds in the county.

RHCF Need — Ontario Count

2016 Projected Need 533
Current Beds 605
Beds Under Construction 0
Total Resources 605
Unmet Need 0

Elm Manor Nursing Home vs. County
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The self-reported occupancy as of June 7, 2017 was 93.5%

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.

EIm Manor Nursing Home’s Medicaid admissions rate has not consistently exceeded the

threshold of 75% of the Ontario County rate, as demonstrated in the table below. Therefore, the applicant
will be required to continue to improve access to care for Medicaid residents, as well as commit to
maintaining the County threshold within two years of approval, as outlined in the contingencies and
conditions.
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Percent of New RHCF Admissions that are Medicaid 2013 2014 2015
Ontario County 75% Threshold 14.0% | 10.9% 8.2%
EIm Manor Nursing Home 10.1% | 13.0% | 12.3%

Conclusion
This change in ownership will not impact access and will enable the new owners to implement plans to
increase utilization of the beds.

Recommendation
From a need perspective, contingent approval is recommended.

Program Analysis |

Facility Information

Existing

Proposed

Facility Name

EIm Manor Nursing Home

EIm Manor Nursing and
Rehabilitation Center

Address 210 North Main Street Same
Canandaigua, NY 14424

RHCF Capacity 46 Same

ADHC Program Capacity | N/A N/A

Type of Operator Proprietary Same

Class of Operator Corporation Same

*Managing Member

Operator EIm Manor Nursing Home, Inc. ILF Operating LLC
Giorgio Mayer* 75.0%
Aryeh Grinspan 15.0%
Abraham Mayer 10.0%

Character and Competence - Background

Facilities Reviewed

1226 Gold Crest Care Center

0664 Sunnyside Care Center

2589 Wellsville Manor Care Center

0131 Valley View Manor Nursing Home
0594 Bethany Gardens Skilled Living Center
1233 Fieldston Lodge Care Center

6460 Affinity Skilled Living and Rehabilitation
Whitney Rehabilitation Care Center (CT)

07/2007 to present
07/2007 to present
07/2007 to present
07/2007 to present
07/2007 to present
07/2007 to present
07/2007 to present
03/2015 to present

Individual Background Review

Giorgio Mayer is the President of GM Management 1 in Brooklyn, a residential and commercial real
estate company. He is a licensed Real Estate Broker and Notary in the State of New York and has a
Rabbinical degree from Rabbinical College of Canada. Mr. Mayer discloses the following nursing home
ownership interests:

Gold Crest Care Center
Sunnyside Care Center
Wellsville Manor Care Center

Valley View Manor Nursing Home
Bethany Gardens Skilled Living Center

Fieldston Lodge Care Center

Affinity Skilled Living and Rehabilitation
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Whitney Rehabilitation Care Center (CT) 03/2015 to present

Aryeh Grinspan is a licensed nursing home administrator with license in good standing. He is currently
employed as the Administrator of Record at Sans Souci Rehabilitation and Nursing Center. Mr. Grinspan
has a degree from Brooklyn College and discloses no nursing home ownership interests.

Abraham Mayer is the owner of AJ Vision, Inc. and Medelite, LLC, which are medical staffing agencies
located in Brooklyn. Mr. Mayer has a Social degree from Yeshivath Meor Enaim in Jerusalem, Israel and
discloses no nursing home ownership interests.

Character and Competence - Analysis
A review of operations of Gold Crest Center for the period identified above reveals the following:
e The facility was fined $4,000 pursuant to Stipulation and Order NH-09-038 for surveillance
findings on August 26, 2008. Deficiencies were found under 10 NYCRR 415.12 (h)(2) Quality of
Care: Accidents and 415.26 Organization and Administration.
e The facility incurred a Civil Money Penalty of $18,712.50 on September 17, 2008.

Since there were no other enforcements, the requirements for approval have been met as set forth in
Public Health Law §2801-1(3).

A review of operations for Sunnyside Care Center for the periods identified above reveals the following:

e The facility was fined $8,000 pursuant to Stipulation and Order NH 12-023 for surveillance
findings on January 31, 2011. Deficiencies were found under 10 NYCRR 415.12(h)(1)(2) Quality
of Care- Accidents, 415.14(d)(3) Food in Form to Meet Residents’ Needs, 415.26 Administration
and 15.27(a-c)- Quality Assurance.

e The facility was fined $4,000 pursuant to Stipulation and Order NH 16-166 for surveillance
findings on September 18, 2014. Deficiencies were found under 10 NYCRR 415.12(h) Quality of
Care- Accident Free Environment and 415.29(b) Physical Environment Space/Equipment.

An assessment of the underlying causes of the above enforcements determined that they were not
recurrent in nature and the operator investigated the circumstances surrounding the violation, and took
steps which a reasonably prudent operator would take to prevent the recurrence of the violation.

A review of operations at Wellsville Manor Care Center for the period identified above reveals the
following:

e The facility was fined $8,000 pursuant to Stipulation and Order NH 10-061 for surveillance
findings on August 6, 2009. Deficiencies were found under 10 NYCRR 415.5(a) Dignity and
Respect of Individuality, 415.12 Provide Care/Services for Highest well-being, 415.12(h)(1)(2)
Free of Accident Hazards/Supervision/Devices and 415.26 Administration.

e The facility incurred a Civil Money Penalty of $4,550 on August 6, 2009.

Since there were no other enforcements, the requirements for approval have been met as set forth in
Public Health Law §2801-1(3).

A review of operations at Valley View Manor Nursing Home for the period identified above reveals the
following:

e The facility was fined $2,000 pursuant to Stipulation and Order NH 10-061 for surveillance
findings on September 27, 2007. Deficiencies were found under 10 NYCRR 415.5(a) Dignity and
Respect of Individuality, 415.12 Provide Care/Services for Highest well-being, 415.12(h)(1)(2)
Free of Accident Hazards/Supervision/Devices and 415.26 Administration.

e The facility was fined $2,000 pursuant to Stipulation and Order NH 16-132 for surveillance
findings on September 18, 2015. Deficiencies were found under 10 NYCRR 415.12 Quality of
Care Highest Practicable Potential.

An assessment of the underlying causes of the above enforcements determined that they were not
recurrent in nature and the operator investigated the circumstances surrounding the violation, and took

steps which a reasonably prudent operator would take to prevent the recurrence of the violation.
_______________________________________________________________________________________________________________________________|]
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A review of operations at Bethany Gardens Skilled Living Center for the period identified above reveals
the following:
e The facility was fined $2,000 pursuant to Stipulation and Order NH 16-027 for surveillance
findings on January 16, 2014. Deficiencies were found under 10 NYCRR 415.12(h)(1)(2) Quality
of Care Accidents.

Since there were no other enforcements, the requirements for approval have been met as set forth in
Public Health Law §2801-1(3).

A review of operations at Fieldston Lodge Care Center for the period identified above reveals the
following:
e The facility was fined $10,000 pursuant to Stipulation and Order NH 11-040 for surveillance
findings on August 26, 2008. Deficiencies were found under 10 NYCRR 415.3(a)(1)(iii) Residents
Rights, 415.4(b) Staff Treatment of Residents, 415.12(h)(2) Quality of Care Accidents and
Supervision, 415.26 Administrator and 415.15(a) Medical Director.
e The facility was fined $12,000 pursuant to Stipulation and Order NH 12-019 for surveillance
findings on January 11, 2011. Deficiencies were found under 10 NYCRR 415.4(b)(1)(i) Free from
Abuse and 415.12 Quality of Care Highest Practicable Potential.
e The facility incurred a Civil Money Penalty of $22,652 on September 18, 2008.

An assessment of the underlying causes of the above enforcements determined that they were not
recurrent in nature and the operator investigated the circumstances surrounding the violation, and took
steps which a reasonably prudent operator would take to prevent the recurrence of the violation.

A review of operations at Affinity Skilled Living and Rehabilitation Center for the period identified above
reveals that there were no enforcements.

A review of operations at Whitney Rehabilitation Care Center for the period identified above reveals the
following:
e The facility was fined $1,090 by the State of Connecticut for a Survey on July 23, 2015 for F-tag
223 Free from Abuse.
e The facility was fined $ by the State of Connecticut for a Survey on July 13, 2016 for F-tag 323
Free of Accidents Hazards/Supervision/Devices.
e The facility incurred a Civil Money Penalty of $ 7,053 for a Survey on July 13, 2016 under F-tag
323- Free of Accidents Hazards/Supervision/Devices.

Quality Review

|
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Project Review

No changes in the program or physical environment are proposed in this application. No administrative
services or consulting agreements are proposed in this application. The applicants do not intend to utilize
any staffing agencies upon their assumption of ownership.

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.

Financial Analysis |

Asset Purchase Agreement

The applicant has submitted an executed asset purchase agreement to acquire the RHCF’s operating
interest. The agreement will become effectuated upon PHHPC approval of this CON. The terms are
summarized below:

Date: November 17, 2016

Seller: EIm Manor Nursing Home, Inc.

Purchaser: ILF Operating, LLC

Assets Right, title and interest in business assets clear of liens including: tangible assets,
Transferred: inventory, copy of books & records, assigned & assumed contracts, agreements,

warranties, intellectual property rights (including the name “Elm Manor”), domain
names and addresses, Medicaid and Medicare provider numbers, assignable
licenses and permits, trade name, resident funds, and goodwill.

Excluded Sellers’ insurance policies, pension plans, tax refunds, cash, deposits, account
Assets: receivables, prepayments, refunds, Universal Settlement

Assumed Liabilities and obligations arising with respect to the operation of the Facility on and
Liabilities: after the Closing Date

Purchase Price: | $900,000
Payment of the | $50,000 paid upon execution;
Purchase Price: | $850,000 due at Closing

The purchase price of the operations will be satisfied as follows:

Equity — ILF Operating, LLC Members $225,000
Loan 30-year term, 5% interest 675,000
Total $900,000

Harborview Capital Partners has provided a letter of interest at the stated terms.

BFA Attachment A is the net worth summary of the members of ILF Operating, LLC, which shows
sufficient resources overall to meet the equity requirement. Giorgio Meyer has provided a letter of
interest for a $600,000 personal loan from his company, Damitz Prop, Inc., with a 20-year term at 5%
interest. As the result of a potential equity shortfall for select members, Giorgio Meyer has provided an
affidavit stating his willingness to contribute resources disproportionate to his ownership interest in the
operating entity to make up any member’s equity shortfall. BFA Attachment F is Damitz Prop, Inc.’s 2016
Balance Sheet as of December 31, 2016, the 2015-2016 Income Statement and the company’s bank
statement as of May 24, 2017, which supports the ability to make the personal loan.

The applicant has submitted an original affidavit, which is acceptable to the Department, in which the
applicant agrees, notwithstanding any agreement or understanding between the applicant and the
transferor to the contrary, to be liable and responsible for any Medicaid overpayments made to the facility
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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. As of May 15, 2017, the facility had no outstanding
Medicaid liabilities.

Purchase and Sale Agreement for the Real Property

The applicant has submitted an executed real estate purchase agreement related to the purchase of the
RHCF'’s real property. The agreement will close concurrent with the APA upon PHHPC approval of this
CON. The terms are summarized below:

Date: November 17, 2016

Seller: Robert W. Hurlbut and Jay B. Birnbaum as individuals

Purchaser: ILF Realty, LLC,

Asset Transferred | Real Property located at 210 North Main Street, Canandaigua, NY (tax map
Realty: 83.08-2-46)

Purchase Price: $1,350,000
Payment of the $50,000 paid upon execution;
Purchase Price: $1,300,000 due at Closing

The $1,350,000 real property purchase price is expected to be funded by a 30-year loan at 5% interest.
Harborview Capital Partners has provided a letter of interest at the stated terms.

Master Lease Agreement
The applicant submitted an executed master lease agreement, the terms of which are summarized below:

Date: March 15, 2017

Premises: 46-bed RHCF located at 210 North Main Street, Canandaigua, New York 14424

Owner/Landlord: | ILF Realty, LLC (upon acquisition at closure of REPA)

Lessee: ILF Operating, LLC

Term: 20 years with two (2) 5-year renewal options

Rent: $276,000 ($23,000 monthly Base Rent*) with a 1% increase annually
*subject to Base Rent Floor of 110% of the aggregate principal and interest due
that same month under the Term Loan and Security Agreement

Provisions: Triple Net

In addition, at time of signing, ILF Operating LLC (Lessee) was required to make a non-refundable
$200,000 deposit to be released to the Lessor on the Commencement Date.

The lease arrangement is a non-arm'’s length agreement. The applicant has submitted an affidavit
attesting to the relationship between the landlord and the operating entity.

Operating Budget
The applicant has provided the current year results and the first and third year operating budgets after the
change in ownership, in 2017 dollars, summarized as follows:

Current Year First Year Third Year
Revenues Per Diem Total Per Diem Total Per Diem Total
Medicaid FFS $247.84 $2,240,245 $194.70 $1,699,608 $194.70 $1,752,595
Medicaid MC $247.84 $30,237 $184.94 $502,124 $184.96 $517,707
Medicare FFS $776.96 $867,088 $776.96 $867,088 $776.96 $867,088
Medicare MC $485.01 $783,298 $485.01 $783,298 $485.01 $783,298
Private Pay $295.15 $709,545 $295.15 $709,545 $295.15 $709,545
All Other $3,110 $3,110 $3,110
Total $4,633,523 $4,564,773 $4,633,343
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Expenses

Operating $264.86 $3,786,430 $250.53 $4,007,000 $244.88 $3,999,060
Capital $17.54 $250,703 $28.50 $455,835 $27.91 $455,835
Total Expenses $282.40 $4,037,133 $279.03 $4,462,835 $272.79 $4,454,895
Net Income $596,390 $101,938 $178,448
RHCF Patient Days 14,296 15,994 16,331
Utilization % 85.15% 95.26% 97.27%

The following is noted with respect to the submitted RHCF operating budget:

e The current year reflects the facility’s 2015 revenues and expenses.

e Medicaid revenue is based on the facility’s current 2016 Medicaid Regional Pricing rate. The current
year Medicare rate is the actual daily rate experienced by the facility during 2015, and the forecasted
year one and year three Medicare rate is the actual daily rate experienced during 2015. The
forecasted Medicaid Managed Care rate is estimated at 95% of the Medicaid FFS rate, which the
applicant believes is a reasonable estimate.

e Expense and staffing assumptions were based on the current operator’s cost report and then
adjusted for an increase in expenses.

e The facility’s projected utilization for Year One and Year Three is 95.26% and 97.27%, respectively.
It is noted that utilization for the past four years has averaged around 85.6% and current occupancy
was 87% as of March 15, 2017, but on February 15, 2017 occupancy was at 93.48%. The applicant
plans on increasing utilization by implementing a number of measures including:

0 Increase the number of Medicaid residents by reaching out to local hospital, senior centers and
assisted living facilities.
Raise nursing department skill level to handle more complex cases.
Reach out to local physicians to bring added patients in need of cardiac and tracheotomy care.
Host education programs for local seniors on cardiac and diabetes health topics.

o Develop an advertising campaign to promote the new ownership.
e The breakeven utilization is projected at 93.1% for the first year
o Utilization by payer source for the first and third year after the change in ownership is:
Current Year Year One Year Three

[elNeolNe]

Medicaid-FFS 63.22% 50.91% 51.42%
Medicaid-MC 0.85% 16.98% 17.14%
Medicare-FFS 7.81% 6.98% 6.83%
Medicare-MC 11.30% 10.10% 9.89%
Private Pay 16.82% 15.03% 14.72%

100% 100% 100%

Capability and Feasibility

There are no project costs associated with this application. ILF Operating, LLC will acquire the RHCF's
operations for $900,000 funded via $225,000 in members’ equity and a 30-year loan at 5% interest. ILF
Realty, LLC will acquire the real property for $1,350,000 funded by 30-year loan at 5% interest.
Harborview Capital Partners has provided letters of interest for both loans at the stated terms.

The working capital requirement is estimated at $743,806 based on two months of year one expenses.
Funding will be as follows: $371,903 from members’ equity with the remaining $371,903 satisfied through
a five-year loan at 5% interest. Harborview Capital Partners has provided a letter of interest.

BFA Attachment A, proposed members’ net worth summary, reveals sufficient resources to meet equity
requirements. As previously stated, liquid resources may not be available in proportion to the proposed
ownership interest for the two RHCFs (this application and CON 171231 concurrently under review). As
the result of potential equity shortfall, Giorgio Meyer has provided an affidavit stating his willingness to
contribute resources disproportionate to his ownership interest in the operating entity to make up any
member’s equity shortfall. Giorgio Meyer has provided a letter of interest for a $600,000 personal loan at
the above state terms.
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The submitted budget projects $101,938 and $178,448 of net income in the first and third years,
respectively. First year revenues are estimated to decrease $68,750 as the facility moves towards
Medicaid Manage Care. Overall, first year expenses are expected to increase $425,702 or 6%, coming
from a $220,570 increase in operating expense and $205,132 increase in depreciation and rent. The
change in operating expenses is primarily due to a $150,960 increase in wages and fringe benefits. The
remaining $69,610 increase in expenses was spread among multiple categories. BFA Attachment C is
ILF Operating, LLC'’s pro forma balance sheet, which shows the entity will start with $596,903 in equity.
The budget appears reasonable.

Implementation of the transition of nursing home (NH) residents to Medicaid managed care is ongoing.
Under the managed care construct, Managed Care Organizations (MCOSs) negotiate payment rates
directly with NH providers. A Department policy paper provided guidance requiring MCOs to pay the
Medicaid FFS rate as a benchmark, or a negotiated rate acceptable to both plans and NH, for three years
after a county has been deemed mandatory for NH population enroliment. The transition period has been
extended out to 2020; hence, the benchmark FFS rate remains a viable basis for assessing NH revenues
through the transition period.

BFA Attachment D is a Financial Summary of EIm Manor Nursing Home, Inc. for 2014 through 20186,
which shows the RHCF had average positive working capital and average positive net assets and
generate an average positive net income of $362,039.

BFA Attachment E, financial summary of the proposed member’s affiliated RHCFs, shows the facilities
have maintained positive net income, working capital and net assets for the periods shown, or have been
corrected by 2016 except for the following:

e Gold Crest Center shows positive net assets, positive operating income and negative working
capital. The negative working capital is the result of a higher-than-expected level of accounts
payable and a balloon payment included in the current portion of long-term debt. The applicant
expects these liabilities will be paid down by the end of 2017 bringing working capital into positive
territory.

o Fieldston Lodge Care Center shows positive net assets, positive operating income and negative
working capital during 2015. In 2016, the facility shows positive net assets, positive operating
income and positive working capital.

e Oakwood Operating Co, LLC d/b/a Affinity Skilled Living & Rehabilitation shows positive net assets,
positive operating income and negative working capital through September 30, 2016. The negative
working capital is the result of a higher-than-expected level in accounts payable. The applicant
expects these liabilities will be paid down by the end of 2017 bringing working capital into positive
territory.

Based on the preceding, 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 ILF Operating, LLC, Proposed Members Net Worth

BFA Attachment B Current and Proposed Owners of the Real Property

BFA Attachment C ~ Pro Forma Balance Sheet

BFA Attachment D Financial Summary, EIm Manor Nursing Home, Inc.

BFA Attachment E  Proposed member’s ownership interest in Affiliated RHCFs and their Financial
Summary

BFA Attachment F Damitz Prop Inc. Financial Statement and May 24, 2017 bank statement
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF

OPPORTUNITY. Of Health

Project # 171231-E
LFG Operating, LLC d/b/a
Wedgewood Nursing and Rehabilitation Center

Program:

Purpose: Establishment

Residential Health Care Facility

County: Monroe
Acknowledged: March 31, 2017

Executive Summary

Description

LFG Operating, LLC d/b/a Wedgewood Nursing
and Rehabilitation Center, a New York limited
liability company, requests approval to be
established as the new operator of Wedgewood
Nursing Home, a 29-bed, proprietary, Article 28
residential health care facility (RHCF) located at
5 Church Street, Spencerport (Monroe County).
Wedgewood Nursing Home, Inc. is the current
operator of the facility. A separate entity, LFG
Realty, LLC, will acquire the real property and
assign it to LFG Il Realty, LLC. There will be no
change in beds or services provided.

On November 17, 2016, Wedgewood Nursing
Home, Inc. entered an Asset Purchase
Agreement (APA) with LFG Operating, LLC for
the sale and acquisition of the RHCF operating
interests for $400,000. Concurrently, the current
real property owner, Robert W. Hurlbut (50%)
and Jay B. Birnbaum (50%), entered into a Real
Estate Purchase Agreement (REPA) with LFG
Realty, LLC for the sale and acquisition of the
real property for $600,000. The APA and REPA
will close simultaneously upon approval by the
Public Health and Health Planning Council
(PHHPC). Upon closure of the REPA, LFG
Realty, LLC will assign all rights and obligations
under the purchase agreement to LFG Il Realty,
LLC, a related entity through common
membership. There is a relationship between
LFG Operating, LLC, LFG Realty, LLC and LFG
Il Realty, LLC in that there are common
members in the three entities. The applicant will
lease the premises from LFG Il Realty, LLC.

Ownership of the operations before and after the
requested change is as follows:

Current Operator
Wedgewood Nursing Home, Inc

Shareholders Shares %
Robert W. Hurlbut 100 50%
Jay B. Birnbaum 100 50%

Proposed Operator
ILF Operating, LLC

Members

Giorgio Mayer (Manager) 75%
Abraham Mayer 10%
Aryeh Grinspan 15%

Concurrently under review, the applicant
members of LFG Operating, LLC and the realty
members of LFG Il Realty, LLC are seeking
approval to acquire the operating and realty
interests, respectively, in EIm Manor and
Rehabilitation Center (CON 171229).

OPCHSM Recommendation
Contingent Approval

Need Summary

There will be no change in beds or services as a
result of this change in ownership. Facility self-
reported occupancy was 89.7% as of June 14,
2017.

Project #171231-E Exhibit Page 1



Program Summary

No negative information has been received
concerning the character and competence of the
proposed applicants identified as new members.
No changes in the program or physical
environment are proposed in this application.
No administrative services or consulting
agreements are proposed in this application.
The applicants do not intend to utilize any
staffing agencies upon their assumption of
ownership.

Financial Summary

There are no project costs associated with this
application. LFG Operating, LLC will acquire the
RHCF's operations for $400,000 funded via
$100,000 in members’ equity and a 30-year loan
at 5% interest. LFG Realty, LLC will purchase
the real property for $600,000 funded by a 30-
year loan at 5% interest. Harborview Capital
Partners has provided letters of interest for both
loans at the stated terms. The proposed budget
is as follows:

Year One Year Three
Revenues $2,616,574 $2,623,655
Expenses 2,589,958 2,588,989
Net Income $26,616 $34,666
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Recommendations

Health Systems Agency
The Finger Lakes Health Systems Agency, known as Common Ground Health, recommends approval.

Office of Primary Care and Health Systems Management

Approval contingent upon:

1. 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]

2. 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]

3. 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. [RNR]

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

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

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

7. Submission of an executed loan commitment for the purchase of the real property, acceptable to the
Department of Health. [BFA]

8. Submission of an executed assignment of agreement for sale of real property, acceptable to the
Department of Health. [BFA]

9. Submission of a photocopy of a Lease Agreement, which is acceptable to the Department. [CSL]

10. Submission of a photocopy of a Certificate of Amendment of Articles of Organization, 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]

2. Within two years from the date of 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 as prescribed by the related contingency. Once the Medicaid patient
admissions standard is reached, the facility shall not reduce its proportion of Medicaid patient
admissions below the 75 percent standard unless and until the applicant, in writing, requests the
approval of the Department to adjust the 75 percent standard and the Department’s written approval
is obtained. [RNR]

3. Submission of annual reports to the Department for at least two years demonstrating substantial
progress with the implementation of the facility’s Medicaid Access Plan as prescribed by the related
contingency. Reports will be due within 30 days of the conclusion of each year of operation as
identified by the Effective Date on the Operating Certificate issued at project completion. For
example, if the Operating Certificate Effective Date is June 15, 2017, the first report is due to the
Department no later than July 15, 2018. The Department reserves the right to require continued
reporting beyond the two year period. [RNR]

Council Action Date
August 3, 2017
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Need Analysis |

Background
The current Need methodology shows no unmet need for RHCF beds in Monroe County. This project will
not result in a change in the number of RHCF beds in the county.

RHCF Need — Monroe County

2016 Projected Need 4,167
Current Beds 5,142
Beds Under Construction -34
Total Resources 5,108
Unmet Need 0
Wedgewood Nursing Home vs. County
100.0%
-
...........,...\......................97.0%
95.0% Z
5] S e
T S 4
= 90.0% St
(&}
=)
[s+]
Q.
§ 85.0%
o
80.0%
2009 i 2010 i 2011 §{ 2012 | 2013 | 2014 i 2015
— Facility 98.2% | 97.7% ! 94.2% | 94.8% i 92.6% | 94.4% ! 95.2%
= = = Monroe County 93.7% 1 92.5% ! 90.3% 1 98.1% i 92.5% ! 94.2% : 93.2%

The self-reported occupancy as of June 14, 2017 was 89.7%.

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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Wedgewood Nursing Home’s Medicaid admissions rate has not exceeded the threshold of 75% of the
Kings County rate, as demonstrated in the table below. Therefore, the applicant will be required to
improve access to care for Medicaid residents, as well as commit to meeting the County threshold within
two years of approval, as outlined in the contingencies and conditions below.

Percent of New RHCF Admissions that are Medicaid 2013 2014 2015
Monroe County 75% Threshold 12.8% | 155% | 10.2%
Wedgewood Nursing Home 9.9% 5.1% 6.7%

Conclusion
This change in ownership will not impact access and will enable the new owners to implement plans to
increase Medicaid utilization of the beds.

Recommendation
From a need perspective, contingent approval is recommended.

Program Analysis |

Facility Information

Existing Proposed

Wedgewood Nursing and
Rehabilitation Center

Facility Name Wedgewood Nursing Home

Address 5 Church Street Same
Spencerport, NY 14559

RHCF Capacity 29 Same

ADHC Program Capacity N/A N/A

Type of Operator Proprietary Same

Class of Operator Corporation Same

Operator Wedgewood Nursing Home, Inc. LFG Operating LLC
Giorgio Mayer* 75.0%
Aryeh Grinspan 15.0%
Abraham Mayer 10.0%

*Managing Member

Character and Competence - Background
Facilities Reviewed
1226 Gold Crest Care Center
0664 Sunnyside Care Center
2589 Wellsville Manor Care Center
0131 Valley View Manor Nursing Home
0594 Bethany Gardens Skilled Living Center
1233 Fieldston Lodge Care Center
6460 Affinity Skilled Living and Rehabilitation
Whitney Rehabilitation Care Center (CT)

07/2007 to present
07/2007 to present
07/2007 to present
07/2007 to present
07/2007 to present
07/2007 to present
07/2007 to present
03/2015 to present
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Individual Background Review

Giorgio Mayer is the President of GM Management 1 in Brooklyn, a residential and commercial real
estate company. He is a licensed Real Estate Broker and Notary in the State of New York and has a
Rabbinical degree from Rabbinical College of Canada. Mr. Mayer discloses the following nursing home
ownership interests:

Gold Crest Care Center 01/1996 to present
Sunnyside Care Center 05/1998 to present
Wellsville Manor Care Center 12/1999 to present
Valley View Manor Nursing Home 07/2002 to present
Bethany Gardens Skilled Living Center 01/2003 to present
Fieldston Lodge Care Center 02/2004 to present
Affinity Skilled Living and Rehabilitation 11/2005 to present
Whitney Rehabilitation Care Center (CT) 03/2015 to present

Aryeh Grinspan is a licensed nursing home administrator with license in good standing. He is currently
employed as the Administrator of Record at Sans Souci Rehabilitation and Nursing Center. Mr. Grinspan
has a degree from Brooklyn College and discloses no nursing home ownership interests.

Abraham Mayer is the owner of AJ Vision, Inc. and Medelite, LLC, which are medical staffing agencies
located in Brooklyn. Mr. Mayer has a Social degree from Yeshivath Meor Enaim in Jerusalem, Israel and
discloses no nursing home ownership interests.

Character and Competence - Analysis
A review of operations of Gold Crest Center for the period identified above reveals the following:
e The facility was fined $4,000 pursuant to Stipulation and Order NH-09-038 for surveillance
findings on August 26, 2008. Deficiencies were found under 10 NYCRR 415.12 (h)(2) Quality of
Care: Accidents and 415.26 Organization and Administration.
e The facility incurred a Civil Money Penalty of $18,712.50 on September 17, 2008.

Since there were no other enforcements, the requirements for approval have been met as set forth in
Public Health Law §2801-1(3).

A review of operations for Sunnyside Care Center for the periods identified above reveals the following:

e The facility was fined $8,000 pursuant to Stipulation and Order NH 12-023 for surveillance
findings on January 31, 2011. Deficiencies were found under 10 NYCRR 415.12(h)(1)(2) Quality
of Care- Accidents, 415.14(d)(3) Food in Form to Meet Residents’ Needs, 415.26 Administration
and 15.27(a-c)- Quality Assurance.

e The facility was fined $4,000 pursuant to Stipulation and Order NH 16-166 for surveillance
findings on September 18, 2014. Deficiencies were found under 10 NYCRR 415.12(h) Quality of
Care- Accident Free Environment and 415.29(b) Physical Environment Space/Equipment.

An assessment of the underlying causes of the above enforcements determined that they were not
recurrent in nature and the operator investigated the circumstances surrounding the violation, and took
steps which a reasonably prudent operator would take to prevent the recurrence of the violation.

A review of operations at Wellsville Manor Care Center for the period identified above reveals the
following:

e The facility was fined $8,000 pursuant to Stipulation and Order NH 10-061 for surveillance
findings on August 6, 2009. Deficiencies were found under 10 NYCRR 415.5(a) Dignity and
Respect of Individuality, 415.12 Provide Care/Services for Highest well-being, 415.12(h)(1)(2)
Free of Accident Hazards/Supervision/Devices and 415.26 Administration.

e The facility incurred a Civil Money Penalty of $4,550 on August 6, 2009.

Since there were no other enforcements, the requirements for approval have been met as set forth in
Public Health Law §2801-1(3).
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A review of operations at Valley View Manor Nursing Home for the period identified above reveals the
following:

e The facility was fined $2,000 pursuant to Stipulation and Order NH 10-061 for surveillance
findings on September 27, 2007. Deficiencies were found under 10 NYCRR 415.5(a) Dignity and
Respect of Individuality, 415.12 Provide Care/Services for Highest well-being, 415.12(h)(1)(2)
Free of Accident Hazards/Supervision/Devices and 415.26 Administration.

e The facility was fined $2,000 pursuant to Stipulation and Order NH 16-132 for surveillance
findings on September 18, 2015. Deficiencies were found under 10 NYCRR 415.12 Quality of
Care Highest Practicable Potential.

An assessment of the underlying causes of the above enforcements determined that they were not
recurrent in nature and the operator investigated the circumstances surrounding the violation, and took
steps which a reasonably prudent operator would take to prevent the recurrence of the violation.

A review of operations at Bethany Gardens Skilled Living Center for the period identified above reveals
the following:
e The facility was fined $2,000 pursuant to Stipulation and Order NH 16-027 for surveillance
findings on January 16, 2014. Deficiencies were found under 10 NYCRR 415.12(h)(1)(2) Quality
of Care Accidents.

Since there were no other enforcements, the requirements for approval have been met as set forth in
Public Health Law §2801-1(3).

A review of operations at Fieldston Lodge Care Center for the period identified above reveals the
following:
e The facility was fined $10,000 pursuant to Stipulation and Order NH 11-040 for surveillance
findings on August 26, 2008. Deficiencies were found under 10 NYCRR 415.3(a)(1)(iii) Residents
Rights, 415.4(b) Staff Treatment of Residents, 415.12(h)(2) Quality of Care Accidents and
Supervision, 415.26 Administrator and 415.15(a) Medical Director.
e The facility was fined $12,000 pursuant to Stipulation and Order NH 12-019 for surveillance
findings on January 11, 2011. Deficiencies were found under 10 NYCRR 415.4(b)(1)(i) Free from
Abuse and 415.12 Quality of Care Highest Practicable Potential.
e The facility incurred a Civil Money Penalty of $22,652 on September 18, 2008.

An assessment of the underlying causes of the above enforcements determined that they were not
recurrent in nature and the operator investigated the circumstances surrounding the violation, and took
steps which a reasonably prudent operator would take to prevent the recurrence of the violation.

A review of operations at Affinity Skilled Living and Rehabilitation Center for the period identified above
reveals that there were no enforcements.

A review of operations at Whitney Rehabilitation Care Center for the period identified above reveals the
following:
e The facility was fined $1,090 by the State of Connecticut for a Survey on July 23, 2015 for F-tag
223 Free from Abuse.
e The facility was fined $ by the State of Connecticut for a Survey on July 13, 2016 for F-tag 323
Free of Accidents Hazards/Supervision/Devices.
e The facility incurred a Civil Money Penalty of $ 7,053 for a Survey on July 13, 2016 under F-tag
323- Free of Accidents Hazards/Supervision/Devices.

|
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Quality Review

Provider Name Overall Health Quality N.YS.
Inspection Measures | Quintile
Gold Crest Care Center *k% Fhkk Fkkk 4
Sunnyside Care Center * * *k% 5
Wellsville Manor Care Center *% *% *hkkk 1
Valley View Manor Nursing Home * * Fkkk 5
Bethany Gardens Skilled Living Center * * *k% 5
Fieldston Lodge Care Center *% Lt *hkk 2
CT
. e ** * *kkk%k
Whitney Rehabilitation Care Center

Project Review

No changes in the program or physical environment are proposed in this application. No administrative
services or consulting agreements are proposed in this application. The applicants do not intend to utilize
any staffing agencies upon their assumption of ownership.

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.

Financial Analysis |

Asset Purchase Agreement

The applicant has submitted an executed asset purchase agreement to acquire the RHCF's operating
interest. The agreement will become effectuated upon PHHPC approval of this CON. The terms are
summarized below:

Date: November 17, 2016

Seller: Wedgewood Nursing Home, Inc.

Purchaser: LFG Operating, LLC

Assets Right, title and interest in business assets clear of liens including: tangible assets,

Transferred: inventory, copy of books & records, assigned & assumed contracts, agreements,
warranties, intellectual property rights (including the name “Elm Manor”), domain
names and addresses, Medicaid and Medicare provider numbers, assignable
licenses and permits, trade name, resident funds, and goodwill.

Excluded Sellers’ insurance policies, pension plans, tax refunds, cash, deposits, account

Assets: receivables, prepayments, refunds, Universal Settlement

Assumed Liabilities and obligations arising with respect to the operation of the Facility on and

Liabilities: after the Closing Date

Purchase Price: | $400,000

Payment of the | $50,000 paid upon execution;

Purchase Price: | $350,000 due at Closing

|
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The purchase price of the operations will be satisfied as follows:

Equity — LFG Operating, LLC Members $100,000
Loan (30-year term, 5% interest) 300,000
Total $400,000

Harborview Capital Partners has provided a letter of interest at the stated terms.

BFA Attachment A is the net worth summary of the members of LFG Operating, LLC, which shows
sufficient resources to meet the equity requirement. Giorgio Meyer has provided a letter of interest for a
$320,000 personal loan from his company, Gykem Realty, Inc., with a 20-year term at 5% interest. As the
result of a potential equity short fall for select members, Giorgio Meyer has provided an affidavit stating
his willingness to contribute resources disproportionate to his ownership interest in the operating entity to
make up any member’s equity shortfall. BFA Attachment F is Gykem Realty, Inc.’s 2016 Balance Sheet
as of December 31, 2016, the 2015-2016 Income Statement and the company’s bank statement as of
May 22, 2017, which supports the ability to make the personal loan.

The applicant has submitted an original affidavit, which is acceptable to the Department, in which the
applicant agrees, notwithstanding any agreement 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. As of May 15, 2017, the facility had no outstanding
Medicaid liabilities.

Purchase and Sale Agreement for the Real Property

The applicant has submitted an executed real estate purchase agreement related to the purchase of the
RHCF's real property. The agreement will close concurrent with the APA upon PHHPC approval of this
CON. The terms are summarized below:

Date: November 17, 2016

Seller: Robert W. Hurlbut and Jay B. Birnbaum as individuals

Purchaser: LFG Realty, LLC,

Asset Transferred | Real Property located at 5 Church Street, Spencerport, NY (tax map
Realty: 087.09-9-3)

Purchase Price: $600,000

Payment of the $50,000 paid upon execution;

Purchase Price: $550,000 due at Closing

The $600,000 real property purchase price is expected to be funded by a 30-year loan at 5% interest.
Harborview Capital Partners has provided a letter of interest at the stated terms.

Assignment of Agreement for Sale of Real Property
The applicant submitted a draft assignment of agreement for sale of real property, the terms of which are
summarized below:

Assignor: LFG Realty, LLC

Assignee: LFG Il Realty, LLC

Assignment: | All of buyer’s rights and obligations under the Purchase Agreement dated November
17, 2016

|
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Master Lease Agreement
The applicant submitted an executed master lease agreement, the terms of which are summarized below:

Date: June 5, 2017 (execution date, effective on final CON approval)

Premises: 46-bed RHCF located at 210 North Main Street, Canandaigua, New York 14424

Owner/Landlord: | LFG Il Realty, LLC

Lessee: LFG Operating, LLC

Term: 20 years with two (2) 5-year renewal options

Rent: $174,000 ($14,500 monthly Base Rent*) with a 1% increase annually
*subject to Base Rent Floor of 110% of the aggregate principal and interest due
that same month under the Term Loan and Security Agreement

Provisions: Triple Net

The lease arrangement is a non-arm'’s length agreement. The applicant has submitted an affidavit
attesting to the relationship between the landlord and the operating entity.

Operating Budget
The applicant has provided the current year results and the first and third year operating budgets after the
change in ownership, in 2017 dollars, summarized as follows:

Current Year First Year Third Year
Revenues Per Diem Total Per Diem Total Per Diem Total
Medicaid FFS $197.70 $1,192,751 $180.35 $948,901 $180.37 $954,606
Medicaid MC 0 $171.33 263,681 $171.33 263,681
Medicare FFS $590.41 215,498 $590.88 219,808 $589.88 220,024
Medicare MC $383.63 336,442 $383.43 343,171 $383.81 343,507
Private Pay $294.38 823,970 $294.38 840,750 $294.36 841,574
All Other 263 263 263
Total $2,568,924 $2,616,574 $2,623,655
Expenses
Operating $246.54 $2,483,621 $228.59 $2,349,673 $228.41 $2,349,673
Capital $6.90 69,493 $23.38 240,285 $23.26 239.316
Total Expenses $253.44 $2,553,114 $251.97 $2,589,958 $251.67 $2,588,989
Net Income $15,810 $26,616 $34,666
RHCF Patient Days 10,074 10,279 10,287
Utilization % 95.17% 97.11% 97.18%

The following is noted with respect to the submitted RHCF operating budget:

e The current year reflects the facility’s 2015 revenues and expenses.

e Medicaid revenue is based on the facility’s current 2016 Medicaid Regional Pricing rate. The current
year Medicare rate is the actual daily rate experienced by the facility during 2015 and the forecasted
year one and year three Medicare rate is the actual daily rate experienced during 2015. The
forecasted Medicaid Managed Care rate is estimated at 95% of the Medicaid FFS rate, which the
applicant believes is a reasonable estimate.

e Expense and staffing assumptions were based on the current operator’s cost report and then
adjusted for an increase in expenses.

e The facility’s projected utilization for year one and year three is 97.11% and 97.18%, respectively. It
is noted that utilization for the past four years has averaged around 94.3% and current occupancy
was 89.7% (three vacant beds) as of March 22, 2017.

e The breakeven utilization is projected at 96.1% for the first year.
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o Utilization by payer source for the first and third year after the change in ownership is summarized

below:
Current Year Year One Year Three
Medicaid-FFS 59.89% 44.92% 44.92%
Medicaid-MC 0% 14.97% 14.96%
Medicare-FFS 3.62% 3.62% 3.63%
Medicare-MC 8.71% 8.71% 8.70%
Private Pay 27.78% 27.78% 27.79%

100% 100% 100%

Capability and Feasibility

LFG Operating, LLC will acquire the RHCF's operations for $400,000 funded via $100,000 in members’

equity and a 30-year loan at 5% interest. LFG Realty, LLC will purchase the real property for $600,000

funded by 30-year loan at the above stated value and assign it rights to LFG 1l Realty, LLC. Harborview
Capital Partners has provided letters of interest for both loans at the stated terms. There are no project
costs associated with this application.

The working capital requirement is estimated at $431,660 based on two months of year one expenses.
Funding will be as follows: $215,830 from members’ equity with the remaining $215,830 satisfied through
a five-year loan at 5% interest. Harborview Capital Partners has provided a letter of interest.

BFA Attachment A, proposed members’ net worth summary, reveals sufficient resources to meet equity
requirements. As previously stated, liquid resources may not be available in proportion to the proposed
ownership interest for the two RHCFs (this application and CON 171229 concurrently under review). As
the result of potential equity shortfall, Giorgio Meyer has provided an affidavit stating his willingness to
contribute resources disproportionate to his ownership interest in the operating entity to make up any
member’s equity shortfall. Giorgio Meyer has provided a letter of interest for a $320,000 personal loan at
the above state terms.

The submitted budget projects $26,616 and $34,666 of net income in the first and third years,
respectively. First year revenues are estimated to increase $47,650 over the current year (2015) due to a
slight increase in utilization. Overall, first year expenses are expected to increase $36,844, coming from
a $170,792 increase in depreciation and rent offset by a $133,948 reduction in operating expenses. The
change in operating expenses is primarily due to a $77,106 increase in wages and fringe benefits offset
by a reduction in administrative expenses. BFA Attachment C presents LFG Operating, LLC'’s pro forma
balance sheet, which shows the entity will start with $315,830 in equity. The budget appears reasonable.

Implementation of the transition of nursing home (NH) residents to Medicaid managed care is ongoing.
Under the managed care construct, Managed Care Organizations (MCOs) negotiate payment rates
directly with NH providers. A Department policy paper provided guidance requiring MCOs to pay the
Medicaid FFS rate as a benchmark, or a negotiated rate acceptable to both plans and NH, for three years
after a county has been deemed mandatory for NH population enroliment. The transition period has been
extended out to 2020; hence, the benchmark FFS rate remains a viable basis for assessing NH revenues
through the transition period.

BFA Attachment D is a Financial Summary Wedgewood Nursing Home, Inc. for 2014 through 2016,
which shows the RHCF had average positive working capital and average positive net assets and
generate a small average loss of $11,667.

BFA Attachment E, financial summary of the proposed member’s affiliated RHCFs, shows the facilities
have maintained positive net income, working capital and net assets for the periods shown, or have been
corrected by 2016 except for the following:

e Gold Crest Center shows positive net assets, positive operating income and negative wor