STATE OF NEW YORK
PUBLIC HEALTH AND HEALTH PLANNING COUNCIL

COMMITTEE DAY

AGENDA

March 31, 2016
10:00 a.m.

Empire State Plaza, Concourse Level
Meeting Room 6, Albany

COMMITTEE ON ESTABLISHMENT AND PROJECT REVIEW

Thomas Holt, Committee Member

A. Applications for Construction of Health Care Facilities/Agencies

Acute Care Services — Construction

Number Applicant/Facility
1. 161022C St. Josephs Hospital Health Center
(Onondaga County)
2. 161031C Samaritan Medical Center
(Jefferson County)
3. 161037C Southampton Hospital

(Suffolk County)

Cardiac Services — Construction

Number Applicant/Facility
1. 152231 C Niagara Falls Memorial Medical Center
(Niagara County)
2. 152232C Mercy Hospital of Buffalo
(Niagara County)
3. 152234 C Erie Medical Center
(Niagara County)
4. 152245C Buffalo General Medical Center
(Erie County)
Transitional Care Units - Construction
Number Applicant/Facility
1. 161059 T Olean General Hospital

(Cattaraugus County)
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161061 T Helen Hayes Hospital
(Rockland County)

3. 161068 T Good Samaritan Hospital Medical Center
(Suffolk County)
4. 161069 T Nyack Hospital
(Rockland County)
B. Applications for Establishment and Construction of Health Care Facilities/Agencies
Ambulatory Surgery Centers - Establish/Construct Exhibit # 4
Number Applicant/Facility
1. 152356 E Advanced Surgery Center
(Rockland County)
2. 152289 E Digestive Disease Center of Central New York, LLC
(Onondaga County)
3. 161009 B Star Surgical Suites
(Nassau County)
Diagnostic and Treatment Centers - Establish/Construct Exhibit #5
Number Applicant/Facility
1. 161001 B Northern Medical Center, Inc.
(Orange County)
Dialysis Services - Establish/Construct Exhibit # 6
Number Applicant/Facility
1. 152263 B USRC West Cheektowaga, LLC
d/b/a U.S. Renal Care West Cheektowaga Dialysis
(Erie County)
2. 152313 B Queens Boulevard Extended Care Dialysis Center
(Queens County)
Residential Health Care Facilities - Establish/Construct Exhibit # 7
Number Applicant/Facility
1. 142145E Ross Acquisition, LLC

d/b/a Ross Center for Health and Rehabilitation
(Suffolk County)
2



151054 E River Valley Operating Associates, LLC
d/b/a The Grand Rehabilitation and Nursing at River Valley
(Dutchess County)

151090 E Guilderland Operator, LLC d/b/a The Grand Rehabilitation and Nursing at
Guilderland
(Albany County)

151260 E North Manor Operations Associates LLC

d/b/a Nanuet Center for Rehabilitation and Nursing
(Rockland County)

152295 E North River Operations Associates LLC
d/b/a Haverstraw Center for Rehabilitation and Nursing
(Rockland County)

152296 E North Met Operations Associates LLC
d/b/a Monsey Center for Rehabilitation and Nursing
(Rockland County)

161109 E Abraham Operations Associates LLC
d/b/a Allerton Center for Rehabilitation and Nursing
(Bronx County)

161110 E Schnur Operations Associates LLC
d/b/a Tibbits Center for Rehabilitation and Nursing
(Westchester County)

152227 E Pine Haven Operating, LLC d/b/a Pine Haven Home
(Columbia County)

152265 E Highland Care Center
(Queens County)

152380 E Genesee Center Operating, LLC d/b/a Genesee Center for Nursing and

Rehabilitation
(Genesee County)

152381 E Silver Lake Specialized Rehabilitation and Care Center
(Richmond County)



C. Home Health Agency Licensures

Home Health Agency Licensures Exhibit # 8

Changes of Ownership

Number

2412 L

151322 E

152082 E

152162 E

152168 E

D. Certificates

Applicant/Facility

Sarene Services, Inc. d/b/a Sarene Home Nursing
Agency
(Nassau and Suffolk Counties)

Concepts of Health Care, Inc.

(Albany, Saratoga, Washington, Fulton, Schenectady,
Columbia, Montgomery, Schoharie, Greene, Rensselaer
and Warren Counties)

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

Interim Healthcare of Syracuse, Inc.
(Onondaga, Jefferson, Oswego, Cayuga, Madison,
Tompkins, Cortland and Oneida Counties)

Interim Healthcare of Binghamton, Inc.
(Broome, Cortland, Chemung, Tioga, Chenango and
Tompkins Counties)

Exhibit # 9

Certificate of Amendment of the Certificate of Incorporation

Applicant

1. New York Hospital Queens Foundation, Inc.

2. The Foundation of Hudson Valley Hospital Center, Inc.

3. North Shore-Long Island Jewish Health System Laboratories

Certificate of Dissolution

Applicant

1.  McAuley Living Services, Inc.



NEWYORK | Department Public Health and Health
Planning Council

STATE OF
OPPORTUNITY.

of Health

Project # 161022-C
St. Joseph’s Hospital Health Center

Program:
Purpose:

Hospital
Construction

County: Onondaga
Acknowledged: January 14, 2016

Executive Summary

\—

Description

St. Joseph’s Hospital Health Center, a 431-bed,
not-for-profit, acute care hospital located at 301
Prospect Avenue in Syracuse (Onondaga
County), requests approval for the certification of
20 additional Intensive Care Unit (ICU) beds,
and for the renovation of requisite space to
accommodate the beds. The 20-bed unit for this
project is already in operation under temporary
emergency approval in the former ICU suite
located on the third floor of the main hospital
building.

On January 15, 2015, St. Joseph’s received
temporary emergency approval from the
Department of Health to operate an additional
14 medical/surgical beds and six ICU beds (the
Unit) for a six-month period. The Unit became
operational on May 15, 2015 and has been
operating with approved temporary waivers.

The hospital will be requesting an extension to
its temporary emergency approval to operate the
Unit for an additional period of time while this
CON application is under review and physical
plant changes are made to address the
temporary waivers. The hospital has been using
the 14 medical/surgical beds as a Progressive
Care Unit (PCU) to bridge the gap between ICU
and medical/surgical unit care. PCU patients
typically require higher intensity nursing care
than general medical/surgical unit patients;
therefore, the hospital is requesting certification

of all 20 beds as ICU beds in order to give St.
Joseph’s the most flexibility to provide critical
care services on an as needed basis.St.
Joseph’s is currently certified for 28 intensive
care beds and will be certified for 48 as a result
of this project.

OPCHSM Recommendation
Contingent Approval

Need Summary

Medical/Surgical occupancy remains high and
ICU data has shown a constant increase from
2010 to 2014. The permanent certification of
additional ICU beds is justified by the strong
utilization.

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

Project costs of $614,778 will be met via equity
from the hospital. The projected budget is as
follows:

Revenues $7,675,028
Expenses 3,420,557
Net Income $4,254,571

Project #161022-C Exhibit Page 1



Recommendations

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

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

1.

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

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]

Construction must start on or before August 1, 2016 and construction must be completed by October
1, 2016, 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. [AER]

Council Action Date
April 14, 2016

Project #161022-C Exhibit Page 2



Need Analysis |

Background/Analysis

St. Joseph's Hospital Health Center, a 431-bed not for profit located at 301 Prospect Avenue, Syracuse
(Onondaga County), 13203 seeks approval for the certification of 20 net new Intensive Care Unit (ICU)
beds at the Hospital, and for the renovation of requisite space to accommodate the beds. The 20-bed
unit that is the subject of this application is already in operation on the 3rd floor of the main Hospital
building under a temporary emergency approval.

The emergency approval was granted for 14 medical surgical beds and six ICU beds. The facility has
been using the 14 medical surgical beds as a “progressive care unit”, which is a unit designed to bridge
the gap between intensive care and medical/surgical beds. The hospital, however, is requesting
certification of all 20 as ICU beds to provide the most flexibility. Approval of this request will increase
permanently certified ICU beds from the current 28 to 48 total, and total beds from 431 to 451.

As seen in the following table, medical surgical utilization remains very high for this facility.

Discharges Occupancy

Beds | 2011 | 2012 | 2013 | 2014 | 2011 | 2012 | 2013 | 2014
('\i"rfglfggf‘l‘é%'za'ccu) 345| 20.411| 22,756 | 22,371| 20,958| 85.9% | 93.5%| 94.0%| 89.9%
Pediatric 16 23 28 20 19| 1.8%| 2.2%| 1.3%| 1.2%
Obstetric 26| 2,159| 2,122| 2,117| 1,960| 60.5%| 60.9% | 59.5% 52.7%
General Psychiatric 30 842| 1,212| 1,045 786]101.2%|101.1%| 94.8%| 79.1%
Chemical 0 92| 160| 156| 108| 0.0%| 0.0%| 0.0%| 0.0%
Dependence
High-Risk Neonates 14 198 247 210 164| 63.4%| 66.9%| 51.4%| 37.3%
Total 431| 23,725| 26,525| 25,919| 23,095 81.8%]| 88.3%) 87.7% 82.3%

Source: SPARCS, Feb 2016

Per the table below, ICU discharges continue to rise and represent an increasing percentage of
medical/surgical cases. When considering ICU utilization, viewing the Average Daily Census against the
current number of ICU beds (28) and ICU occupancy rates from 2011-2014 indicates rates far in excess
of optimal rates. Itis clear the emergency approved ICU beds are being utilized and will be needed going
forward.

ICUas a% ICU
of all Average | Occupancy
ICU Med/Surg Daily Rates
Year | Discharges | Discharges | Census (28 beds)
2011 2,580 12.64% 30 107%
2012 2,980 13.32% 35.3 126%
2013 3,154 14.10% 37.5 134%
2014 3,170 15.13% 35.1 125%

Conclusion

The continued rise in ICU discharges and medical/surgical utilization shows the need for the permanent
certification of these 20 ICU beds.

Recommendation
From a need perspective, approval is recommended.

Project #161022-C Exhibit Page 3



Program Analysis |

Project Proposal

St. Joseph's Hospital Health Center, an existing Article 28 acute care hospital located at 301 Prospect
Avenue in Syracuse (Onondaga County), seeks approval for the certification of 20 net new Intensive Care
Unit (ICU) beds and for the renovation of requisite space to accommodate the beds.

The 20-bed unit is already in operation on the 3" floor of the main Hospital building under a temporary
emergency approval. On January 15, 2015, St. Joseph's received temporary emergency approval to
operate 14 medical/surgical (M/S) beds and six ICU beds for a six-month period. The Hospital has been
using the M/S beds as a Progressive Care Unit (PCU), a type of unit that bridges the gap between
intensive care units and medical/surgical units. In order to offer the most flexibility in providing critical care
services on the 20-bed unit, the Hospital is requesting that all 20 beds be certified as ICU beds.

Prior to operating the 20-bed unit under temporary emergency approval, surgical inpatients were
experiencing significant delays in being transferred to critical care beds and, as a result, were forced to
remain in the Post-Anesthesia Care Unit (PACU) until a bed became available. Emergency Department
(ED) patients also experienced long ED boarding times prior to being admitted. Additionally, St. Joseph’s
has developed strong working relationships with regional hospitals that no longer provide higher-level
acute care services as well as being a receiving referral center for cardiac surgery and vascular patients.
Both of these circumstances has led to the need to accommodate a growing number of critical care
patients from counties outside of Onondaga County.

Compliance with Applicable Codes, Rules and Regulations

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

Recommendation
From a programmatic perspective, approval is recommended.

Financial Analysis |

Total Project Cost and Financing
Total project cost, which is for renovations and architect/engineering fees, is estimated at $614,778,
further broken as follows:

Renovation and Demolition $441,623
Design Contingency 44,162
Construction Contingency 44,162
Architect/Engineering Fees 48,579
Other Fees (Consultant) 30,900
CON Fee 2,000
Additional Processing Fee 3,352
Total Project Cost $614,778

Project costs are based on a construction start date of August 1, 2016, and a two-month construction
period. The hospital will provide equity to meet the total project cost.

|
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Operating Budget
The applicant has submitted an operating budget, in 2016 dollars, during the first and third years,
summarized below:

Year One Year Three

Revenues Per Disch. Total Per Disch. Total
Medicaid Fee For Service $2,870 $2,118,246 $2,877 $2,974,558
Medicaid Managed Care $2,392 1,026,330 $2,443 1,441,229
Medicare Fee For Service $2,025 135,697 $2,027 190,553
Medicare Managed Care $1,828 367,339 $1,749 515,838
Commercial Fee For Service $4,315 1,738,785 $4,232 2,441,698
Private Pay/Charity Care $45 1,221 $84 1,715
Other $2,886 77,932 $2,736 109,437
Total Revenues $5,465,550 $7,675,028
Expenses

Operating $2,469,279 $3,389,818
Capital 30,739 30,739
Total Expenses $2,500,018 $3,420,557
Excess of Revenues over Expenses $2,965,532 $4,254,571
Utilization (Discharges) 1,892 2,657
Cost Per Discharge $1,321.36 $1,287.38

Expense and utilization assumptions are based on the historical experience of the hospital operating the
20 beds on the temporary emergency approval basis.

Utilization by payor source related to the submitted operating budget is as follows:

Year One Year Three
Medicaid Fee For Service 39.00% 38.92%
Medicaid Managed Care 22.67% 22.21%
Medicare Fee For Service 3.54% 3.54%
Medicare Managed Care 10.63% 11.10%
Commercial Fee For Service 21.30% 21.72%
Private Pay/Charity Care 1.43% 1.01%
Other 1.43% 1.50%

Capability and Feasibility

Project costs of $614,778 will be met via equity from operations from St. Joseph’s Hospital Health Center.
BFA Attachment A is the 2013 and 2014 certified financial statements of St. Joseph’s Hospital Health
Center and Subsidiaries, which indicates the availability of sufficient funds for the equity contribution.

The submitted budget indicates an excess of revenues over expenses of $2,965,532 and $4,254,571
during the first and third years, respectively. Revenues are based on current reimbursement
methodologies for intensive care services. The submitted budget appears reasonable.

As shown on BFA Attachment A, the entity had an average positive working capital position and an
average positive net asset position from 2013 through 2014. Also, the entity incurred average operating
losses of $9,190,069 from 2013 through 2014. The applicant indicated that the reason for the 2014 loss
was the result of the following: a decrease in revenues mostly due to self-pay patients who qualified for
charity care, an increase in salaries and fringe benefits expenses, and increased depreciation and
interest expenses. The applicant is implementing the following steps to improve operations: continuing to
improve its facilities through reinvestment; expanding the managed care environment and the hospital's
communication structure through the use of a comprehensive EMR system; improving quality and
outcomes through partnerships with its medical staff; developing regional and national partnerships to

|
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enhance access to best practices and overhead reductions; and the hospital has signed an agreement to
become part of the Trinity Health Group Purchasing Organization (GPO) Health Trust.

Attachment B is the internal financial statements of St. Joseph’s Hospital Health Center and Subsidiaries
as of August 31, 2015. As shown, the entity had a positive working capital position and a positive net
asset position through August 31, 2015. Also, the consolidated entity incurred operating losses of
$22,183,681 through August 31, 2015, of which the hospital incurred losses of $5,452,691 through
August 31, 2015.

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

Recommendation
From a financial perspective, approval is recommended.

Attachments |

BFA Attachment A Financial Summary - 2013 and 2014 certified financial statements of St. Joseph’s
Hospital Health Center

BFA Attachment B Financial Summary - August 31, 2015 internal financial statements of St. Joseph’s
Hospital Health Center.

|
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF
OPPORTUNITY.

of Health

Project # 161031-C
Samaritan Medical Center

Program:
Purpose:

Hospital
Construction

County: Jefferson
Acknowledged: January 27, 2016

Executive Summary

\—

Description

Samaritan Medical Center (SMC), a 290-bed,
voluntary not-for-profit, Article 28 hospital
located at 830 Washington Street, Watertown
(Jefferson County), requests approval to convert
seven pediatric beds to five maternity and two
psychiatric beds in conjunction with expansions
and improvements to their maternity, pediatrics
and mental health units and associated support
spaces. The hospital’s total licensed bed
capacity will remain 290 beds.

SMC is a regional hospital provider serving
Jefferson and surrounding counties. The
additions and renovations will address needed
upgrades to existing services and infrastructure
to maintain a code-compliant, state-of-the-art
medical center capable of providing quality
healthcare. After the completion of the project,
the applicant believes it will be in position to
provide services much more efficiently and
improve patient experience.

OPCHSM Recommendation
Contingent Approval

Need Summary

The conversion of these beds will help the
facility move towards the DOH planning
optimum while meeting the healthcare needs of
the local community.

Program Summary

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

Financial Summary

The total project costs of $34,711,217 will be
funded by SMC’s accumulated funds. The
projected budget is as follows:

Revenues: $197,823,850
Expenses: 191,887,145
Net Income: $5,936,705

Project #161031-C Exhibit Page 1



Recommendations

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

Office of Primary Care and Health Systems Management

Approval contingent upon:

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

2. Submission of documentation of approval by the Office of Mental Health, acceptable to the
Department. [PMU]

3. The submission of State Hospital Code (SHC) Drawings, acceptable to the Department, as described
in BAEFP Drawing Submission Guidelines DSG-02. These drawings must resolve all issues noted in
the request for additional information dated March 11, 2016. [AER]

Approval conditional upon:

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

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

3. Construction must start on or before 8/1/2016 and construction must be completed by 8/1/2020,
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. [AER]

Council Action Date
April 14, 2016

|
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Need Analysis |

Background/Analysis

Samaritan Medical Center is a 290-bed hospital and Level 2 Perinatal Center in Watertown, Jefferson
County.

Discharges Occupanc

Current

Beds 2012 | 2013 | 2014 | 2012 | 2013 | 2014
Medical/Surgical 192| 5,074|5,353| 5,207| 41.5%|45.7% | 41.8%
Pediatric 27 385| 317 230 11.2%|10.0%| 7.6%
Obstetric 24| 1,814|1,797| 1,786| 50.9%|47.4% | 47.1%
General Psychiatric 32| 1,146(1,219| 1,164| 82.0%| 72.0% | 71.8%
High-Risk Neonates 15 43 56 52 3.4%| 4.9%| 4.1%
Total 290| 8,567|8,822| 8,492| 42.6%| 43.7%| 40.6%

Note: 2015 data is incomplete

Pediatric utilization has decreased from 11.2 percent in 2012 to 7.9 percent in 2015. A reduction in beds
from this area would raise occupancy of remaining beds and put more resources in areas where SMC
projects greater need in the near future.

As SMC serves nearby Fort Drum which is without a hospital of its own, utilization of its services is greatly
impacted by the needs of and fluctuations in the military population and their families. At the same time,
SMC must also address the needs of the surrounding rural communities. This proposal will allow them to
do both.

The following bed chart for Samaritan Medical Center is provided for reference.

Current Bed Beds Upon
Bed Type Beds Change | Completion
Coronary Care 4 4
Intensive Care 6 6
Maternity 24 5 29
Medical / Surgical 166 166
Neonatal Intensive Care 7 7
Neonatal Intermediate Care 8 8
Pediatric 27 -7 20
Physical Medicine and Rehabilitation 16 16
Psychiatric 32 2 34
Total 290 0 290

Conclusion

The reallocation of beds together with the proposed facility improvements will better position Samaritan

Medical Center to meet the needs of its service area.

Recommendation

From a need perspective, approval is recommended.
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Program Analysis |

Project Proposal

Samaritan Medical Center, an existing 290 bed Article 28 Acute Care Hospital, located at 830
Washington Street, in Watertown (Jefferson County), requests approval to perform renovation and
expansion to several units of the hospital and convert seven pediatric beds to five maternity and two
psychiatric beds.

This project represents the final phase of Campus Master Plan where Samaritan identified several
priorities to improve existing patient care and support service departments. The current room
configurations for Samaritan’s maternity, pediatrics, NICU and mental health inpatient units do not allow
for family-centered patient care. All of the improvements in this project will provide an improved patient
experience, easier patient and visitor accessibility and service levels that should be much more efficient.

Compliance with Applicable Codes, Rules and Regulations

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

Recommendation
From a programmatic perspective, approval is recommended.

Financial Analysis |

Total Project Cost and Financing
Total project costs for the renovation and acquisition of moveable equipment is estimated at $34,711,217,
broken down as follows:

New Construction $6,322,800
Renovation & Demolition 17,932,750
Site Development 560,000
Asbestos Abatement or Removal 770,000
Design Contingency 2,205,050
Construction Contingency 1,917,650
Architect/Engineering Fees 1,839,224
Construction Manager Fees 699,315
Movable Equipment 2,272,572
Application Fees 2,000
Additional Processing Fees 189,856
Total Project Cost $34,711,217

Total project costs are based on a construction start date of August 1, 2016, with a four-year construction
period.

The total project costs will be funded from SMC’s accumulated funds.

|
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Operating Budget
The applicant has submitted an incremental operating budget, in 2016 dollars, for the first and third years,
as summarized below:

Per Discharge Per Discharge Years One
or Per Visit Current Year or Per Visit and Three
Revenue
Revenue - Inpatient $7,729.98  $83,035,489 $7,729.98  $83,035,489
Revenue - Outpatient $409.90 $108,407,875 $409.90 $108,407,875
Other Operating Income * $6,380,486 $6,380,486
Total Revenue $197,823,850 $197,823,850
Expenses
Operating-Inpatient $8,545.21  $91,792,616 $8,545.21  $91,792,616
Operating-Outpatient $322.40  $85,265,580 $322.40  $85,265,580
Capital-Inpatient $606.26 $6,512,451 $737.58 $7,923,127
Capital-Outpatient $25.34 $6,701,973 $26.11 $6,905,822
Total Expenses $190,272,620 $191,887,145
Net Income $7,551,230 $5,936,705
Utilization (Inpatients Days) 10,742 10,742
Utilization (Outpatient Visits) 264,471 264,471
Inpatient cost per Discharge $9,151 $9,283
Outpatient Cost per Visit $348 $349

*Other Operating Income consists of Grants, Cafeteria, Library, Medical Education, Physician Services
and Refunds.

The following is noted with respect to the submitted budget:

e Expense assumptions are based upon SMC'’s historical experience and adjusted for investment.
Capital expenses are projected to increase by 1% in year one (held constant for year three).

e Revenue assumptions are based on the SMC’s actual 2014 payor mix experience and held constant
for year one and three.

e Utilization assumptions are based on the facility’s current per day occupancy pattern and current
outpatient visits and held constant for year one and year three.

Inpatient and outpatient utilization by payor source for the first and third years is anticipated as follows:

Years One and Three

Payor Discharges Visits %

Medicaid-FFS 1,850 49,025 18.49%
Medicare-FFS 3,595 94,853 35.87%
Commercial-FFS 1,820 54,811 20.72%
Private Pay 335 8,182 3.09%
All other 3,142 57,600 21.78%
Total 10,742 264,471 100.00%

Capability and Feasibility

Total project cost of $34,711,217 will be satisfied from the accumulated funds of SMC. The cash outflow
for the project will span over the four-year construction period. The applicant has sufficient cash reserves
currently for the project. The incremental working capital requirement is estimated at $269,088 based
upon two months of Year Three incremental expenses. The applicant will provide working capital from
ongoing operations. BFA Attachment A is SMC’s 2013 - 2014 certified financial statements, which
indicates the availability of sufficient resources to fund the project’s equity and working capital
requirements.

|
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The submitted budget indicates an excess of revenues over expenses of $5,936,705 in Year One and in
Year Three. Revenues are projected based on current experience and payor mix and assumes no
growth in volumes over the next three years.

As shown on BFA Attachment A, SMC has maintained an average working capital position of
$143,440,725 and an average net asset position of $282,817,814 for the 2013 - 2014 period. BFA
Attachment B is SMC's internal financial summary as of November 30, 2015, which shows positive
income from operations of $4,586,492.

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 Statement for 2013 and 2014, Samaritan Medical Center
BFA Attachment B Internal Financial Summary for November 30, 2015, Samaritan Medical Center
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF

OPPORTUNITY. Of Health

Project # 161037-C
Southampton Hospital

Program:
Purpose:

Hospital
Construction

County: Suffolk
Acknowledged: January 27, 2016

Executive Summary

Description

Southampton Hospital (SH), a 125-bed acute
care hospital located at 240 Meeting House
Lane in Southampton, requests approval to
construct and certify a cancer center extension
clinic to be located at 740 County Road 39A,
Southampton (Suffolk County). Providing linear
accelerator and CT simulation services, the
facility will operate under the name
Southampton Hospital Phillips Family Cancer
Center.

The Hospital will purchase a 2.2 acre parcel of
land and construct a 13,200 square foot, two-
story building on the site that will house the
proposed Article 28 extension clinic and other
non-Article 28 services. The Article 28 clinic will
be located in separate and distinct space from
the non-Article 28 services. The Article 28
space, which will include linear accelerator and
CT simulation services, will be located on the 1%
floor of the building and will encompass 7,803
square feet. The non-Article 28 services will
include a physician private practice for medical
oncology located on the 2™ floor of the new
building.

On December 14, 2015, SH was contingently
approved by the Public Health and Health
Planning Council (PHHPC) to become a Division

of University Hospital (CON 152083).

OPCHSM Recommendation
Contingent Approval

Need Summary

Southampton Hospital proposes to certify an
extension clinic in Suffolk County. The site will
be certified for Therapeutic Radiology and
Medical Services - Other Medical Specialties
operating one linear accelerator and one CT
simulator. The applicant projects 4,008 in
Radiology-Therapeutic treatments in Year 1 and
4,456 in Year 3.

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

Project costs of $20,361,543 will be met with
$3,461,543 in accumulated funds, $2,900,000 in
appraised land value, and $14,000,000 in a
Bank Mortgage financed over 15 years at 3.7%
and amortized over 25 years. The projected
incremental budget is as follows:

Revenues: $3,461,726
Expenses: 3,163,627
Gain: $298,099

The project includes non-Article 28 space,
therefore total reimbursable cost is limited to
$14,081,532.
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Recommendations

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

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

1.

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

Submission of a commitment for a permanent mortgage for the project to be provided from a
recognized lending institution at a prevailing rate of interest that is determined to be acceptable by the
Department of Health. This is to be provided within 120 days of approval of state hospital code
drawings and before the start of construction. Included with the submitted permanent mortgage
commitment must be a sources and uses statement and a debt amortization schedule, for both new
and refinanced debt. [BFA]

The submission of Design Development and State Hospital Code (SHC) Drawings, as described in
BAER Drawing Submission Guidelines DSG-03, for review and approval. [DAS]

Approval conditional upon:

1.

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

The applicant must validate to the Department of Health that the actual Land purchase has taken
place by submitting an executed copy of the Bill of Sale. [BFA]

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

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

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

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

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

Construction must start on or before September 1, 2016 and construction must be completed by
March 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. [AER]

Council Action Date
April 14, 2016
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Need Analysis |

Project Description

Southampton Hospital is seeking approval to establish an Article 28 extension clinic to be located at 740
County Road 39, Southampton, 11968, in Suffolk County. This project includes the addition of one linear
accelerator.

Background and Analysis

The primary service area for the proposed extension clinic is eastern Long Island which includes the
following zip codes: 11937, 11930, 11932, 11968, 11946, 11963, 11962, 11954, 11901, 11942, 11959,
11960, 11976, 11977, and 11978. There are currently no Article 28 linear accelerator machines located
on the east end of Long Island. The closest existing Article 28 linear accelerator to this proposed clinic is
at John T. Mather Hospital’'s extension clinic in East Setauket, which is 45 miles and 53 minutes away.

The need methodology set forth in 10 NYCRR Section 709.16 calculates the need for therapeutic
radiology devices by health planning region. Department regulations require that at least ninety-five
percent of the total population of the Nassau-Suffolk region live within one hour’s driving time of a LINAC.
Furthermore, need for LINAC machines is determined by assuming that 60% of the cancer cases in a
planning region will be candidates for radiological therapy. Of these, half will require 15 treatments a year
and half will require 35. Each LINAC machine can provide 6,500 treatments per year.

The table below shows a need for 16 LINAC devices (linear accelerators) in the Nassau-Suffolk health
planning region:

LINAC Need in Nassau-Suffolk Region Total
1 | # of Cancer Cases/Year 17,741
2 | 60% will be Candidates for Radiation Therapy 10,644
3 | 50% of (2) will be Curative Patients 5,322
4 | 50% of (2) will be Palliative Patients 5,322
5 | Course of Treatment for Curative Patients is 35 Treatments 186,276
6 | Course of Treatment for Palliative patients is 15 Treatments 79,833
7 | The Total Number of Treatments [(5)+(6)] 266,109
8 | Need for LINAC Machines! [(7)/6,500] 41
9 | Existing/Approved Resources (Upon Approval of CON 161037) 25
10 | Remaining Need for LINAC Machines [(8)-(9)] 16

1Each LINAC Machine has capacity for 6,500 Treatments

The Nassau-Suffolk health planning region has a total of thirteen facilities - eight hospitals and five
hospital extension clinics - providing linear accelerator services as follows:

# Facilities With LINAC
Current Resources Services # LINAC Machines
Hospital in in Hospital
Nassau-Suffolk Region Hospitals| Clinics | Total Hospitals Clinics Total
Nassau 5 2 7 8 5 13
Suffolk ! 3 3 6 6 5 11
Region Total 8 5 13 16 10 24

YIncludes approved resources under CON 132150 which is not yet operational.

This project should lower the number of residents of the Nassau-Suffolk region who are more than an
hour drive to the closest LINAC. The proposed clinic is 53 minutes driving time from the closest LINAC
facility, which is located in East Setauket, Suffolk County.
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Conclusion

There is currently no LINAC provider within the primary service area of eastern Long island. Approval of
this project will provide for the continuity of care for cancer patients in the region by filling a void for
LINAC services within eastern Long Island and the surrounding communities of Suffolk County. After
approval of this project, there will still be a need for 16 additional LINAC devices in the Nassau-Suffolk
planning region.

Recommendation
From a need perspective, approval is recommended.

Program Analysis |

Project Proposal

Southampton Hospital, an existing Article 28 facility located at 240 Meeting House Lane in Southampton
(Suffolk County), seeks approval to construct an extension clinic to be built at 740 County Road 39A in
Southampton. The proposed 13,200 square foot extension clinic will be located about 1.2 miles and four
minutes travel time from the hospital.

The new two-story building will house the proposed Article 28 extension clinic and other non-Article 28
services. The Article 28 space (located in separate and distinct space from the non-Article 28 services)
will provide linear accelerator and CT simulation services on the 1%t floor of the building. Non-Article 28
services within the new building will include a private practice medical oncology practice on the 2" floor.

This project will enhance the Hospital's oncology capabilities, provide the Hospital with the ability to
handle the growing demand for high-quality linear accelerator services, and improve patient accessibility
to services. Typically, patients receive linear accelerator services several times a week for at least a
couple of weeks. At present, there is no Article 28 linear accelerator located on the east end of Long
Island and within the primary service area of Southampton Hospital.

Staffing will consist of 5.79 FTEs in the first year after completion and has been project to be 6.11 FTEs
by the third year of operation.

The site will be certified for Radiology — Therapeutic and Medical Services — Other Medical Specialties.

Compliance with Applicable Codes, Rules and Regulations

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

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

Contract of Sale
The applicant has submitted an executed Contract of Sale agreement for the parcel of land on which the
new extension clinic will be built. The terms of the agreement are summarized below:

Date: May 7, 2015

Purchaser: Southampton Hospital Association

Seller: Bertha Stachecki, Loretta Lynch, Joseph R. Stachecki and Henrietta J. Stachecki
Purchased Property with all buildings and improvements thereon at 740 County Road 39A,
Land: Southampton, NY 11968

Purchase Price: | $3,175,000

Payment of $317,500 cash deposit to be held in escrow with the remaining cash of

Purchase Price: | $2,857,500 at time of closing.

Clark & Marshall appraisers has determined the Market Value at $2,900,000. The actual purchase will
take place after final approval from the PHHPC.

Total Project Cost and Financing

Total project cost for land, new construction and the acquisition of fixed and moveable equipment is
estimated at $20,361,543, broken down as below. However, the Bureau of Architectural and Engineering
Review has determined that this project includes costs of $6,280,011 for non-Article 28 space. As a
result, the total approved project cost for reimbursement purposes shall be limited to $14,081,532.

Land $2,900,000
New Construction 9,472,890
Site Development 1,150,496
Design Contingency 473,644
Construction Contingency 473,644
Fixed Equipment 3,874,265
Planning Consultant Fees 246,247
Architect/Engineering Fees 780,000
Other Fees (Consultant) 26,000
Movable Equipment 46,440
Financing Costs 407,236
Interim Interest Expense 431,667
CON Application Fee 2,000
Additional Processing Fee 77,014
Total Project Cost $20,361,543
Total Reimbursable Cost $14,081,532

Project costs are based on a September 1, 2016 construction start, and an 18-month construction period.
The applicant’s financing plan appears as follows:

Equity $3,461,543
Land 2,900,000
Bank Mortgage (15-year term, 25-year amortization, 3.7% interest) $14,000,000

IDB Bank (Israel Discount Bank of New York) has provided a letter of interest for the mortgage at the
above terms. The applicant stated that they expect to refinance the balance remaining when the loan
comes due at the end of the 15-year term. BFA Attachment C is the mortgage table for the loan, which
indicates an ending balance of $7,172,309 after the 15-year term ends. BFA Attachment A shows
sufficient funds to fund the remaining balance, if necessary.
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A land appraisal by a member of the Members Appraisal Institute has been submitted with a land value of
$2,900,000.

Operating Budget
The applicant has submitted an incremental operating budget, in 2016 dollars, for the first and third years,
summarized below:

Year One Year Three

Revenues

Medicare $1,034,777 $1,196,890

Medicaid 30,141 34,762

Commercial 1,839,709 2,130,559

Private Pay 11,335 12,958

Other* 75,061 86,557
Total Revenue $2,991,023 $3,461,726
Expenses

Operating $1,596,438 $1,928,434

Capital 1,257,587 1,235,193
Total Expenses $2,854,745 $3,163,627
Excess of Revenues over Expenses $136,278 $298,099
Visits 4,008 4,456

*Other represents the patients who are on a sliding fee scale for payment.

Utilization by payor source for outpatient services for years one and three, is as follows:

Medicare 45.0%
Commercial 40.0%
Medicaid 7.5%
Private Pay 3.2%
Other* 4.3%

Utilization, revenue and expense projections are based on the feasibility study performed by ECG
Management Consultants and the expected market share of services within the SH service area.

Capability and Feasibility

The project cost, $20,361,543 will be met through $3,461,543 accumulated funds, $2,900,000 appraised
land value and a $14,000,000 mortgage at 3.7% with a 15-year term amortized over 25 years. BFA
Attachment A is a financial summary for Southampton Hospital Association and Affiliates, which indicates
the availability of sufficient funds.

The submitted incremental budget indicates an excess of revenues over expenses of $136,278 and
$298,099 during the first and third years of operation, respectively. Revenues reflect current
reimbursement methodologies for services. The budget appears reasonable.

BFA Attachment A is the 2013 and 2014 certified financial statements of the Southampton Hospital
Association and Affiliates. As shown, the entity had a positive working capital position and an average
positive net asset position for the period shown. The entity shows an average excess of revenues over
expenses of $6,621,071.

BFA Attachment B is the internal financial statements of the Southampton Hospital Association and
Affiliates as of December 31, 2015. As shown, the entity has a positive working capital position and a
positive net asset position. The entity shows a $559,772 excess of revenue over expenses after non-
operating gains.
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Subject to the noted contingencies, the applicant has demonstrated the capability to proceed in a
financially feasible manner.

Recommendation
From a financial perspective, contingent approval is recommended.

Attachments |

BFA Attachment A Financial Summary, Southampton Hospital 2013-2014
BFA Attachment B Financial Summary, Southampton Hospital 2015 internals
BFA Attachment C Mortgage Amortization Schedule
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NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY. Of Health
152231-C - Niagara Falls Memorial Medical Center
152232-C — Catholic Health System (Mercy Hospital of Buffalo)
152234-C - Erie County Medical Center
152245-C - Kaleida Health System (Buffalo General Medical Center)

Program:  Hospital County: Niagara
Purpose:  Construction Acknowledged: November 24, 2015

Executive Summary

Description

Niagara Falls Memorial Medical Center through the JV Fund. An agreed-upon Dispute
(NFMMC), Kaleida Health System - Buffalo Resolu.tion Procedure is provided for .in the Joint
General Medical Center (Kaleida), Catholic Operating Agreement (JOA). Operational
Health System - Mercy Hospital of Buffalo revenues and expenses will be shared
(Mercy) and Erie County Medical Center 30:30:'30:10, Wlth ECMC holding the 10% share
(ECMC) request approval to construct and jointly as delineated in the JOA.
license a percutaneous cardiac intervention ) ) _ )
(PCI) capable cardiac catheterization lab (Cath The proposed project will not result in a major
Lab) on the second floor of Niagara Falls Increase In patlent Volume, but will prOVIde a
Memorial Medical Center. These applications change in service location to improve patient
are in response to the Public Health and Health access by bringing care closer to the patients.
Planning Council’s directive at their October 6, The two Delivery System Reform Incentive
2011 meeting, for the competing local area Program (DSRIP) Performing Provider Systems
hospitals to develop a collaborative PCl/Cath (PPS) in Western New York (WNY), Millennium
Lab solution to serve Niagara County’s Collaborative Care and Community Care
residents. Partners of WNY, are working collaboratively to
address DSRIP’s Improve Cardiovascular
NFMMC is a 171-bed, voluntary, acute care Health Project (Project 3.b.i.) and support the
hospital located at 621 Tenth Street, Niagara project.
Falls (Niagara County). The other three
hospitals are all located in Erie County. There OPCHSM Recommendation
are currently no Cath Labs in Niagara County. Contingent Approval
NFMMC policies, procedures, and Medical Staff Need Summary
BylaWS W|" goyern the aCt|V|t|eS of the Cath Lab, The goa' of the cardiac services need
and the financial operations, including producing methodology (Section 709.14 of Title 10) is to
the related financial statements, will be fully maintain provider volumes associated with high
integrated within the financial system of quality outcomes and avoid the unnecessary
NFMMC. The Cath Lab’s finances will be duplication of services. This application meets
managed through a dedicated Joint Venture the necessary requirements outlined in the
Fund (JV Fund) and operating expenses, as methodology and will bring a needed service to
approved by the Governing Body, will be funded the area. Niagara County’s African-American
through the JV Fund. Capital costs approved by and Medicaid populations are undertreated and

the Governing Body will also be addressed

]
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underserved. Operation of a cardiac
catheterization laboratory at NFMMC will close
disparity gaps and provide access to life-saving
diagnostic and therapeutic treatment.

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

Total project costs of $2,177,027 will be met
through the co-operators’ equity investment, at
$653,108 for each facility with a 30% ownership,
and $217,703 for ECMCC who has a 10%
interest. In addition, NFMMC has submitted a
grant request through the NYS Capital

Restructuring Finance Program for $1.08 million.
If funding is awarded, the grant proceeds will be
used to help offset the cost of the Cath Lab
equipment. The projected budget is as follows

Year One Year Three
Revenues $7,161,907 $8,905,129
Expenses $7,062,688 $7,850,988
Gain $ 99,219 $1,054,141
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152231-C - Niagara Falls Memorial Medical Center

Recommendations

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

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

1.

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

Submission of a photocopy of the amended Joint Operating Agreement, acceptable to the
Department. [CSL]

Approval conditional upon:

1.

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

The same team (including the interventionalist and support services) that support quality outcomes at
Buffalo General shall also be at NFMMC. [HSP]

Submission of assurances that the applicant and affiliates will agree to fully participate in anticipated
data collection initiatives to include the study of access and/or acute myocardial infarction patients.
[HSP]

NFMMC must be committed to provide regular volume and outcomes data summarizing cardiac
catheterization laboratory activity in a format prescribed by the Department of Health and the New
York State Cardiac Advisor Commitment. [HSP]

NFMMC must commit to 24/7 ST Myocardial Infarction (STEMI) coverage as required in
405.29(e)(2)(i)(b). [HSP]

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

Construction must start on or before July 1, 2016 and construction must be completed by February 1,
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. [AER]

Council Action Date
April 14, 2016
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152232-C - Catholic Health System
(Mercy Hospital of Buffalo)

Recommendations

Health Systems Agency
There will be no HSA recommendation for these projects.

Office of Primary Care and Health Systems Management

Approval contingent upon:

1. Submission of a photocopy of the amended Joint Operating Agreement, acceptable to the
Department. [CSL]

Approval conditional upon:

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

2. The same team (including the interventionalist and support services) that support quality outcomes at
Buffalo General shall also be at NFMMC. [HSP]

3. Submission of assurances that the applicant and affiliates will agree to fully participate in anticipated
data collection initiatives to include the study of access and/or acute myocardial infarction patients.
[HSP]

4. NFMMC must be committed to provide regular volume and outcomes data summarizing cardiac
catheterization laboratory activity in a format prescribed by the Department of Health and the New
York State Cardiac Advisor Commitment. [HSP]

5. NFMMC must commit to 24/7 ST Myocardial Infarction (STEMI) coverage as required in
405.29(e)(2)(i)(b). [HSP]

Council Action Date
April 14, 2016
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152234-C - Erie County Medical Center

Recommendations

Health Systems Agency
There will be no HSA recommendation for these projects.

Office of Primary Care and Health Systems Management

Approval contingent upon:

1. Submission of a photocopy of the amended Joint Operating Agreement, acceptable to the
Department. [CSL]

Approval conditional upon:

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

2. The same team (including the interventionalist and support services) that support quality outcomes at
Buffalo General shall also be at NFMMC. [HSP]

3. Submission of assurances that the applicant and affiliates will agree to fully participate in anticipated
data collection initiatives to include the study of access and/or acute myocardial infarction patients.
[HSP]

4. NFMMC must be committed to provide regular volume and outcomes data summarizing cardiac
catheterization laboratory activity in a format prescribed by the Department of Health and the New
York State Cardiac Advisor Commitment. [HSP]

5. NFMMC must commit to 24/7 ST Myocardial Infarction (STEMI) coverage as required in
405.29(e)(2)(i)(b). [HSP]

Council Action Date
April 14, 2016
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152245-C - Kaleida Health System
(Buffalo General Medical Center)

Recommendations

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

Office of Primary Care and Health Systems Management

Approval contingent upon:

2. Submission of a photocopy of the amended Joint Operating Agreement, acceptable to the
Department. [CSL]

Approval conditional upon:

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

2. The same team (including the interventionalist and support services) that support quality outcomes at
Buffalo General shall also be at NFMMC. [HSP]

3. Submission of assurances that the applicant and affiliates will agree to fully participate in anticipated
data collection initiatives to include the study of access and/or acute myocardial infarction patients.
[HSP]

4. NFMMC must be committed to provide regular volume and outcomes data summarizing cardiac
catheterization laboratory activity in a format prescribed by the Department of Health and the New
York State Cardiac Advisor Commitment. [HSP]

5. NFMMC must commit to 24/7 ST Myocardial Infarction (STEMI) coverage as required in
405.29(e)(2)(i)(b). [HSP]

Council Action Date
April 14, 2016
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Need Analysis |

Background
Niagara Falls Memorial Medical Center is a 171 bed hospital located at 621 Tenth Street Niagara Falls.
NFMMC is a Level 1 Perinatal Center and a Stroke Center.

Upon approval, Niagara Falls Memorial Medical Center will add the following certified services to its
operating certificate:

e Cardiac catheterization — adult diagnostic;

e Cardiac catheterization — percutaneous coronary intervention;

15.3% of New York State residents live below the federal poverty level. Niagara County has 13.7% and
the City of Niagara Falls 24.9%. According to the NYS Poverty Report released by the New York State
Community Action Association in March 2013, the poverty rate in the City of Niagara Falls for African-
Americans is nearly twice as high as the Caucasian poverty rate. The number of Niagara Falls residents
living in poverty has grown by 2% since the 2000, a significant percentage when put in context of the
city’s overall population decline of 9% since 2000.

Currently, Niagara County residents must leave their home county and travel significant distances to
access cardiac catheterization services in either Erie County or outside of Western New York. Typically,
125 minutes lapse between the times a Niagara County resident experiences the signs of a heart attack
and when the patient can begin to receive treatment at an Erie County-based facility. During inclement
weather, the interval may stretch to 155-160 minutes. The timeline exceeds the national standard for
providing an intervention.

Distance is not the only barrier to timely services. A large percentage of households in Niagara County
have no access to a motor vehicle and rely on alternative modes of travel, such as walking and public
transit. Placing a cath lab in the heart of the community could prevent unnecessary transfers out of
Niagara County and bring cardiac care closer to home. Niagara’s catheterization patients would be able
to receive care in their home county and stay connected to their cardiologists and primary care physicians
after the procedure.

A review of health status indicators for Niagara County reveals several underlying problems:

* The percentage of obese adults is 31.3% compared to a rate of 24.9% for New York State.

» The percentage of cigarette smoking among adults is 20.6% in Niagara County versus 17.6% in
New York State (exclusive of NYC).

* The age-adjusted percentage of adults with physician diagnosed angina, heart attack or stroke is
41% higher in Niagara County than the statewide rate; 10.7% in Niagara compared to 7.6% in
New York State.

* Niagara County has a 34% rate of hypertension as compared to a New York State rate of 26.8%.

Analysis
The Cardiac Catheterization Laboratory project has three major aims:
» Eliminate barriers to care through the operation of a Niagara County-based cardiac catheterization
laboratory;
« Improve the management of heart disease through the use of best practices;
e Wage a strong and sustained campaign to prevent heart disease.

NFMMC, Mercy, and Kaleida will each appoint three representatives and ECMC will appoint one
representative to a Clinical Committee which will provide clinical direction to and oversight of cardiac
catheterization laboratory activities, including quality assurance, utilization review and the coordination
and integration of services.
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The planning area for PCI capable catheterization laboratories is one hour average surface travel time.

Volume Requirements per regulation:

0 Section 709.14(d)(1)(ii)(c): All PCI capable cardiac catheterization laboratory centers must yield
36 emergency PCI procedures per year within the first year of operation and at least 200 total PCI
cases per year within two years of start-up.
= The standard will be met:

e |tis projected there will be 152 emergency PCI procedures performed in the first year of
the Lab’s operations and 562 PCI procedures performed in the third year of operation.
Both the number of emergency PCls and total PCI cases will exceed the above
referenced minimums.

0 Section 709. 14(d)(21)(ii)(k): Where public need is established herein, priority consideration shall
be given to applicants that can demonstrate projected volume in excess of 300 PCI cases per
year.
= This standard will be met:

e Projected volume is 562 PCI cases in the third year of operation.

Heart disease is the number one cause of death in Niagara County (Vital Statistics Data, March 2014).
Niagara County’s age-adjusted cardiovascular disease rate per 100,000 residents is 287.8 versus a New
York State rate of 234.6/100,000. The county has the fourth highest cardiovascular disease mortality rate
in the state.

In 2010, the PCI volume for residents of Niagara County was 670 procedures. While by 2014, the volume
of procedures had declined by 20 percent to 536, there are still over 530 Niagara County residents,
annually, traveling to Erie County and beyond to seek treatment. The addition of this lab to Niagara Falls
Memorial Medical Center will allow residents to stay in the area.

Niagara County Resident PCI Discharges, by facility

Source: Cardiac Services Program, 2010 - 2014

Hospital 2010 | 2011 | 2012 | 2013'| 20142
Buffalo General Hospital 450 396 484 494 397
Erie County Med Center® 23 37 30 4 0
Mercy Hospital 26 17 14 56 138
Millard Fillmore Hospital® 171 92 8 0 0
Olean General Hospital 0 0 0 0 1
Total 670 542 536 554 536

lvalidation is nearing completion, numbers are unlikely to change
2Validation is ongoing but mostly complete; some changes possible, but unlikely to be substantive
3Not currently PCI certified

All current existing PCI capable cardiac catheterization laboratories within one hour travel time are
expected to maintain a volume of at least 300 PCI procedures per year. Existing referral patterns indicate
the additional service will not jeopardize the ability of surrounding facilities to maintain the requisite
minimum volume. Currently, there are three hospitals licensed to perform PCI procedures in the Western
region to of these, only one, Olean General Hospital, is not meeting the PCI volume standard of 300
procedures per year. However, this facility is located outside the one hour travel minimum and therefore
does not impact consideration of this application.
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Total PCI discharges, by facility - Western Region

Source: Cardiac Services Reporting System, 2014,

Hospital 2010 2011 2012 | 2013'| 20142
Buffalo General Hospital 1,353 | 1,223 | 1,827 | 1,808 | 1,548
Mercy Hospital 689 718 741 977 | 1,141
Olean General Hospital 0 0 0 37 173
Millard Fillmore Hospital® 843 642 40 0 0
Erie County Medical Center® 144 165 153 23 0
Total 3,029 | 2,748 | 2,761 | 2,845| 2,862

lvalidation is nearing completion, numbers are unlikely to change
2Validation is ongoing but mostly complete; some changes possible, but unlikely to be substantive
3Not currently PCI certified

Based on 709.14(d)(2), PCI capable cardiac catheterization labs are required to maintain a minimum PCI
volume of 300 procedures per year and this volume level will be maintained following the approval.

Conclusion

The goal of the 709.14 cardiac services need methodology is to maintain provider volumes associated with
high quality outcomes and avoid the unnecessary duplication of services. This application meets the
necessary requirements outlined in the methodology and will bring a needed service to the area. Niagara
County’s African-American and Medicaid populations are undertreated and underserved. Operation of a
cardiac catheterization laboratory at NFMMC will close disparity gaps, providing access to life-saving
diagnostic and therapeutic treatment.

Recommendation
From a need perspective, approval is recommended.

Program Analysis |

Program

The proposed project will improve patient access to services by bringing care closer to patients.
Providing catheterization services at NFMCC will reduce the time it takes for Niagara County residents to
be connected to services from a current interval of 125 to 155+ minutes down to approximately 90
minutes—closer to the national standard for the timely provision of cardiac catheterization care.

The proposed full-service cardiac surgery backup facilities for NFMMC are positioned in Buffalo. Mercy
Hospital, located at 565 Abbott Road (24.9 miles/38 minutes from NFMCC) and Buffalo General Medical
Center, located at 100 High Street (22.7 miles/34 minutes from NFMCC), both have extensive experience
operating Cath Labs and will ensure the safe and efficient operation of this new diagnostic and PCI-
capable cath lab.

Upon approval, the NFMCC site located at 621 Tenth Street in Niagara Falls will be certified for:
e Cardiac Catheterization- Adult Diagnostic; and
e Cardiac Catheterization - Percutaneous Coronary Intervention (PCl)

Staffing at NFMMC will increase by 10.8 FTEs the first year after completion and is anticipated to remain
at that level through the third year of operation.

The Applicant has submitted a written plan that demonstrates their ability to comply with all of the
standards for PCI Capable Cardiac Catheterization Laboratories and they have assured the Department
that their program will meet all of the requirements of 409.29(e)(1) and 409.29(e)(2).

|
Projects 152231-C/152232-C/152234-C/152245-C: Exhibit Page 9



The NYS Cardiac Advisory Committee (CAC) met on July 20, 2015 and unanimously recommended
APPROVAL of this project (with stipulated conditions) based on need of underserved population and
conditions of weather causing travel in excess of an hour.

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.

Financial Analysis |

Joint Operating Agreement (JOA)
The applicant has submitted an executed JOA, the terms of which are summarized below:

Date: October 21, 2015

Parties: Kaleida Health (Kaleida), Niagara Falls Memorial Medical Center (NFMMC), Erie
County Medical Center Corporation (ECMCC) and Catholic Health System (CHS).

Location: 4,145 square feet of space on the NFMMC campus, plus storage space provided by
NFMMC.

Governance: | Day-to-Day Operations: a Clinical Committee including three representatives each
from Kaleida, CHS, NFMMC and the President or designee of ECMCC;

Regarding questions concerning operation, including but limited to strategic and
financial planning: a Governing Body including three representatives each from
Kaleida, CHS, NFMMC and the President or designee of ECMCC.

Operation of | The Cath Lab will be listed on the operating license of NFMMC; the lab and lab

the Lab: services will be integrated clinically with the services provided by NFMMC as follows:
physicians will have staff membership and clinic privileges at NFMMC, NFMMC will
maintain same monitoring and oversight of the Cath Lab, the physician director will be
an employee of NFMMC, NFMMC professional committee will be responsible for
oversight of medical activities, medical records will be integrated into medical records
system of NFMMC, NFMMC will provide monitoring and oversight; NFMMC policies
and practices will govern the activities of the lab and the production of financial
statements, patients will have access to all NFMMC services and non-physician staff
will be employed by NFMMC; financial operations will be fully integrated within the
financial system of NFMMC, however will be treated as a separate cost center; the
lab will be presented to the public as a department of NFMMC; the lab will comply
with NFMMC's Medicare provider agreement and for billing purposes will be NFMMC
patients; physicians practicing in the lab will be board certified (or accepted
equivalent); the lab will maintain 24/7/365 capabilities; the resources of Kaleida
Health and CHS will be used in recruiting Cath Lab personnel; NFMMC will have
additional responsibilities as follows: billing and collections of payments, negotiation,
administration and termination of agreements with managed care organizations,
providing laundry and linens and books of accounts, bearing financial responsibility

|
Projects 152231-C/152232-C/152234-C/152245-C: Exhibit Page 10



for providing patients with inpatient care after procedure and making diagnostic
services available.

Financial $2,500,000 will be required as capital and funded as follows: Kaleida 30%, NFMMC
Provisions: 30%, CHS 30% and ECMCC 10%; Cath Lab finances will be managed through a
dedicated Joint Venture Fund (JV Fund); operating expenses related to the Cath Lab
and approved by the Governing Body will be financed by the JV Fund and will be
subject to an agreed-upon Dispute Resolution Procedure; capital costs will be
addressed with JV Funds, as approved by the Governing Body; NFMMC will be
responsible for recordkeeping, making payments from the JV Fund, and the JV Fund
will have an annual financial review performed by a third party auditor, selected by the
Governing Body.

Term: Ten (10) years, automatic renewals for five (5) years unless one of the parties
provides a six (6) month notice of intent not to renew, or if terminated by unanimous
consent after five (5) years.

Distributions: | The Contribution Margin and Loss of the Cath Lab will be the amount by which the
Net Cath Lab Revenues exceed Operating Expenses, and will be calculated on a
quarterly basis. The Contribution Margin and Loss of the Cath Lab will be allocated to
or paid by within 30 days of the end of the quarter as follows: Kaleida 30%, NFMMC
30%, ECMCC 10% and CHS 30%.

Under the terms of the JOA, the Cath Lab will be operated as a Department of NFMMC, and its financial
operation will be fully integrated within NFMMC's financial system.

Total Project Cost and Financing
Total project costs for renovations and the acquisition of moveable equipment are estimated at
$2,177,027, broken down as follows:

Renovation & Demolition $408,000
Design Contingency 40,000
Construction Contingency 44,800
Planning Consultant Fees 8,000
Architect/Engineering Fees 50,000
Movable Equipment 1,612,330
CON Application Fee 2,000
CON Processing Fee 11,897
Total Project Cost $2,177,027

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

The project will be financed by accumulated funds. The percentages and amounts to be funded by the
respective parties are as follows: NFMMC 30% or $653,108, CHS 30% or $653,108, Kaleida 30% or
$653,108, and ECMCC 10% or $217,703. In addition, NFMMC has submitted a grant request through
the NYS Capital Restructuring Finance Program for $1.08 million. If funding is awarded, grant proceeds
will be used to help offset the cost of the Cath Lab equipment. BFA Attachments A through D are,
respectively, the co-operators’ 2014 certified financial statements and internal financial statements as of
August 31, 2015, which shows sufficient resources to meet the equity requirement.

Operating Budget
The applicant has submitted their first and third year operating budgets, in 2016 dollars, as summarized
below:

YearOne  Year Three

Inpatient Revenues $4,242,782  $5,460,873
Outpatient Revenues 2,821,480 3,328,171
Other Operating Income* 97,645 116,085
Total Revenues-Net of Bad Debts $7,161,907  $8,905,129
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Inpatient Expenses $2,550,883  $2,993,720
Outpatient Expenses 4,511,805 4,857,268
Total Expenses $7,062,688  $7,850,988
Net Income or (Loss) $99,219  $1,054,141
Utilization (Inpatient Discharges) 370 441
Utilization (Outpatient Visits) 556 661
Cost Per Inpatient Discharge $6,894.28 $6,788.48
Cost Per Outpatient Visit $8,114.76 $7,348.36

*QOther operating income is comprised of electrocardiogram, lab, x-ray, and stress test for cardiac cath
outpatients.

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

Inpatient Outpatient
Medicaid Fee-For-Service 1.08% .83%
Medicaid Managed Care 5.14% 8.82%
Medicare Fee-For-Service 24.32% 24.24%
Medicare Managed Care 35.95% 35.15%
Commercial Fee-For-Service 15.14% 13.91%
Commercial Managed Care 15.14% 13.91%
All Other 3.23% 3.14%
Total 100.00% 100.00%

Revenue assumptions are based on current Medicare and Medicaid rate methodologies, while
Commercial and all other payers are based on the co-operators’ experience. BFA Attachment E is the
anticipated inpatient and outpatient cases further classified into Diagnosis Related Groups (DRG).

Expense assumptions are based upon the historical experience of the co-operators’ identifiable costs.
The breakeven point is expected to be close to the first year's budgeted utilization.

Utilization assumptions are based on a change in service location, which is expected to improve patient
access bringing care closer to Niagara County residents. At the present time, Niagara County does not
have a facility that offers cardiac catheterization services, causing area residents to travel outside the
community. The applicant expects the budgeted cases to come primarily from Kaleida and Mercy, with
minimal to no impact on each facility.

Capability and Feasibility

Total project costs of $2,177,027 will be satisfied from the co-operators’ accumulated resources. Based
on the co-operators’ percentage interest in the JOA, project investment is expected be as follows:
NFMMC 30% or $653,108, CHS 30% or $653,108, Kaleida 30% or $653,108, and ECMCC 10% or
$217,703. NFMMC has submitted a grant request through the NYS Capital Restructuring Finance
Program for $1.08 million. If grant funds are awarded, they will be used to help offset the co-operators’
investment in the Cath Lab equipment.

Working capital requirements are estimated at $1,308,498 based on two months of third year expenses,
which will be funded from the participants’ accumulated resources. It is estimated that NFMMC will
provide $741,816 of the working capital ($498,953 for inpatient and $242,863 or 30% of the outpatient
needs). The remaining $566,682 in outpatient working capital will be funded as follows: CHS 30% or
$242,863, Kaleida 30% or $242,863, and ECMCC 10% or $80,956. Review of BFA Attachments A
though D, the 2014 certified and internal financial statements as of August 31, 2015, shows sufficient
resources to meet the total equity requirement.
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The submitted budget projects net income of $99,219 and $1,054,141 for the first and third years,
respectively. BFA Attachment E is the anticipated inpatient and outpatient cases, further classified by
ICD-9 Classification and CPT Codes, along with the anticipated revenues. BFA Attachment F shows total
equity of $3,485,525 as the first day of operations, further broken down by co-operator (NFMMC
$1,394,924; CHS $895,971; Kaleida $895,971; and ECMCC $298,659). BFA Attachment G shows the
proposed allocation of Year One and Year Three surpluses. The budget appears reasonable.

Review of BFA Attachments A through D, the co-operators’ 2014 certified and internal financial
statements as of August 31, 2015, shows the facilities had an average positive working capital position
and generated an average positive operating income. The facilities had positive net assets with the
exception for Mercy Hospital of Buffalo, which had an $8,004,000 negative position that resulted from a
change in the pension obligation, other than net periodic cost. It is expected that the net asset position
will resolved itself as the facility has generated an average operating income of $15,412,817 from 2013
through August 31, 2015.

The applicants point out that the cooperative effort between the Cath Lab co-operators furthers their
corporate and social missions, and is supported by the two area PPSs, Millennium Collaborative Care
and Community Partners of WNY, to address DSRIP goals of improving cardiovascular health in Niagara
County.

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 Niagara Area Management Corporation, Certified and Internal Financial
Summaries for December 31, 2014 and August 31, 2015

BFA Attachment B Mercy Hospital of Buffalo, Certified and Internal Financial Summatries for
December 31, 2014 and August 31, 2015

BFA Attachment C  Kaleida Health, Certified and Internal Financial Summaries for December 31,
2014 and August 31, 2015

BFA Attachment D  Erie County Medical Center, Certified and Internal Financial Summaries for
December 31, 2014 and August 31, 2015

BFA Attachment E  Distribution of Inpatient and Outpatient Cardiac Cath Diagnostic Cases

BFA Attachment F  Co-Operators Equity Contribution

BFA Attachment G =~ Co-Operators Anticipated Surplus Allocation
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF
OPPORTUNITY.

of Health

Project # 161059-T
Olean General Hospital

Program:
Purpose:

Hospital
Transitional Care Beds

County: Cattaraugus
Acknowledged: February 23, 2016

Executive Summary

Description

This application was submitted in response to
the Department’s January 5, 2016 Dear
Administrator Letter. The Department sought
applications from Article 28 general hospitals
interested in initiating Transitional Care Units in
accordance with the provisions of Section 2802-
a of Public Health Law.

Olean General Hospital is a voluntary not-for-
profit, Article 28 acute care hospital located at
515 Main Street, Olean (Cattaraugus County).
The facility, currently certified for 186 beds,
requests approval to create a 16-bed
Transitional Care Unit (TCU) through the
conversion of a separate 15-bed sub-acute
rehabilitation unit that the Hospital currently
operates under a Swing Bed program (licensed
as medical/surgical beds), and an additional
medical/surgical bed from an acute care unit.
The TCU unit will be located and self-contained
on the third floor of the Hospital.

In 2009, Upper Alleghany Health System, a not-
for-profit management holding corporation,
became the sole corporate member and co-
established operator of Olean General Hospital.
Upper Alleghany Health System is also the sole
corporate member of Bradford Regional Medical
Center and its controlled subsidiaries, a nearby
Pennsylvania hospital and health system.

OPCHSM Recommendation
Contingent Approval

Need Summary

Section 2802-a of the Public Health Law
authorizes the Commissioner to approve up to
18 general hospitals to operate TCUs on a
demonstration basis. There are currently ten
TCUs operating across the state.

Program Summary

The proposed 16-bed TCU converts an existing
15-bed Swing Bed unit already configured and
operating under Medicare RUGS program.
Staffing for this unit has been in place since
2006 and has developed an expertise not easily
replicated in the region. Conversion of the Swing
Bed Unit will result in a minimal start up period
for the TCU Unit. The additional bed (one
medical/surgical bed) for the TCU Unit will come
from another acute unit so that there will be no
net increase in beds.

Financial Summary

Project costs of $55,090 will be met with
accumulated funds from Olean General
Hospital. The projected operating budget is as
follows:

Revenues: $2,378,876
Expenses: 1,784,169
Gain: $594,707
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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. A copy of the check must be uploaded into NYSE-CON upon mailing. [PMU]

2. The submission of State Hospital Code (SHC) Drawings, acceptable to the Department, as described
in BAER Drawing Submission Guidelines DSG-04. The contingency must resolve all issues noted in
the RFI dated 03-04-2016. [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 July 4, 2016 and construction must be completed by November
13, 2016, 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. [AER]

3. The submission of Final Construction Documents, signed and sealed by the project architect, as
described in BAER Drawing Submission Guidelines DSG-04, prior to the applicant’s start of
construction. [AER]

Council Action Date
April 14, 2016
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Need Analysis |

Background

Section 2802-a of the Public Health Law authorizes the Commissioner to approve up to 18 general
hospitals to operate TCUs on a demonstration basis. There are currently ten TCUs operating across the
state.

Transitional Care Unit Purpose

Section 2802-a of the PHL defines "transitional care" as sub-acute care services provided to inpatients of
a general hospital who no longer require acute care inpatient services, but continue to need specialized
medical, nursing and other hospital ancillary services and are not yet ready for discharge. TCUs should
be limited in length of stay and designed to meet and resolve patients' specific sub-acute medical care
needs. Discharges from these units are to be timely and appropriate.

The improvement of quality outcomes for the TCU population, through the provision of appropriate
services delivered in the most efficient manner, is the primary goal of the TCU demonstration program.
Hospitals selected for this program will be required to demonstrate an overall decrease in length of stay,
guantify the clinical benefits of the program for TCU patients, and illustrate a synergistic relationship with
long term care providers in the community. Collaboration between hospitals and nursing homes in local
service areas will facilitate more efficient allocation of patients between the two settings.

In accordance with Section 2802-a of the PHL, all providers applying to participate in this demonstration
program must meet all Conditions of Participation (COP) for skilled nursing facilities (SNFs), as defined
under Title XVIII of the Federal Social Security Act (Medicare). In order to qualify for Medicare
certification, providers must comply with Part 415 of Title 10 of the New York Compilation of Codes, Rules
and Regulations (10 NYCRR).

As part of this demonstration program, specific State SNF regulations that may impede the development
of TCUs or their ability to provide appropriate services to patients may be subject to waiver, at the
discretion of the Department. Requests for waivers will be reviewed on an individual basis. In addition, the
Department will periodically request information concerning the implementation of this section of the
Public Health Law and the operation of transitional care units participating in the demonstration.

Applicants must demonstrate the need for any services proposed within the TCU and emphasize the
benefits of such a program to a specific community, including, but not limited to, addressing the absence
of sufficient post-discharge services in nursing homes and community-based care.

Transitional care units should be limited in length of stay and designed to meet and resolve specific sub-
acute medical care needs. The expected average length of stay for patients served in a TCU ranges from
five to not over 21 days, following a qualifying acute care stay. TCU services will be reimbursed at the
applicable Medicare per diem SNF rate.

Transitional Care Unit Criteria and Requirements

Section 2802-a requires that all providers applying to participate in this demonstration program meet all
applicable requirements as defined under Title XVIII of the Federal Social Security Act (Medicare).
Additionally, a TCU must:

e Have a length of stay of not less than five days and not in excess of 21 days for any individual
patient;

e Have a pre-opening survey, separate Medicare Number, and federal skilled nursing facility (SNF)
certification;

o Be staffed by qualified staff dedicated to the TCU;

e Serve patients who will benefit from active rehabilitation. (It is expected that patients will actively
participate in three hours or more of Occupational Therapy/Physical Therapy/Speech Therapy,
every day, either three hours consecutively or in combination between rehabilitative sessions);
and
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e Collect information and submit reports to the Department on an annual basis to demonstrate an
overall decrease in length of stay; quantify the clinical benefits of the program for TCU residents;
and illustrate a synergistic relationship with long term care providers.

The Department will consider units with a range of bed size not to exceed 25, which adhere to the
following requirements:

e Beds must be located at a single geographic location; and

e Beds must be located contiguously within a distinct unit/space within the hospital.

Recommendation
From a need perspective, approval is recommended.

Program Analysis |

Background

Olean General Hospital (OGH) is a member of Upper Allegheny Health System (UAHS), a two-hospital
system located in the southwestern part of New York State and northwestern Pennsylvania (where
Bradford Regional Medical Center (BRMC), the other hospital UAHS is located). Since November 2009,
UAHS, the active parent of both OGH and BRMC has acted as a stabilizing platform for these two rural
sister hospitals. Through common management of both hospitals, UAHS has been able to demonstrate
over $4M of joint efficiencies/savings annually for the UAHS system. This collaboration continues today.
Additional efficiencies and savings as well as recapture of inpatient case volume, through such initiatives
as the jointly operated cardiac catheterization lab between OGH and Kaleida Health, and the possible
formal merger of OGH and BRMC to gain sole community hospital status are being pursued. These
efforts will likely put the OGH average daily census allowed in order to qualify for Swing Bed designation
at risk. As a result, OGH is seeking to gain TCU designation which would obviate the need for the Swing
Bed unit.

The Swing Bed designation was obtained by OGH in late 2006. At that time OGH recognized the
specialized needs of the sub-acute patient and established the separate sub-acute rehabilitation unit. This
15-bed unit has experienced between a 12 and 14 patient average daily census over the last few years.
Specialized staff have been trained over this time to care for the patients.

Program Review
The principal elements of the proposed TCU program are:

e Conversion of a 15-bed sub-acute rehabilitation unit that OGH currently operates under a Swing
Bed program (licensed as medical/surgical beds) and conversion of an additional medical/surgical
bed from an acute care unit, to be located in discrete space on the third floor of the hospital.

e Operation of the unit will:

0 help reduce unnecessary hospital readmissions;
0 enhance Olean General Hospital’s ability to serve the targeted population.

e The patients served will include:

0 The most costly, complex convalescing elders that are clinically stable and would
otherwise remain in an medical/surgical bed;
o0 those in need of coordinated multi-level rehabilitation; and
o frail elders still requiring extensive follow-up.
e Operation of the TCU with dedicated staff with access to specialist acute care professionals.
e The unit will be comprised of four double-bedded rooms and eight single-bedded rooms.

The TCU will focus on patients that would otherwise continue to be served in medical/surgical beds.

These patients will remain in the TCU for a short stay of no more than 21 days. The TCU will focus on
medically complex elderly patients who while clinically stable still require on-going physician oversight
and the specialized services of hospital staff. Other patients expected to be routinely admitted include
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those who may need an additional few days of rehabilitation prior to discharge to home as well as those
needing more extensive rehabilitation therapy prior to discharge to an acute rehabilitation facility.

The TCU will be under the direct responsibility of the Hospital CEO and will include a senior team
consisting of a Licensed Nursing Home Administrator who will be employed part-time as the TCU
Administrator, a Nurse with hospital experience, and a part-time Physician Medical Director. The team will
also include an MDS Coordinator, Registered Nurses, Certified Nurse Aides, a Social Worker, and
Activities and Therapy staff. An interdisciplinary care team will be responsible for the coordination and
continuity of patient care. Conversion of the Swing Bed Unit to the TCU will result in a minimal start up
period for the TCU Unit.

In addition, Olean General Hospital has identified: collaborative relationships with community providers; a
strategy for treating patients in the TCU; TCU specific discharge policies; comprehensive staffing to
include physician coverage; and agrees to submit clinical and operational data on at least an annual basis
as defined by the Department.

Recommendation
From a programmatic perspective, approval is recommended.

Financial Analysis |

Total Project Costs
Total project costs for renovations and the acquisition of movable equipment are estimated at $55,090,
broken down as follows:

Renovation & Demolition $ 35,000
Design Contingency 3,500
Construction Contingency 3,500
Architect/Engineering Fees 4,000
Movable Equipment 6,800
Application Fee 2,000
Additional Processing Fee 290
Total Project Cost $55,090

Project costs are based on a construction start date of July 4, 2016. The Hospital will finance total project
costs through accumulated funds.

Operating Budgets
The applicant has submitted a separate operating budget in 2016 dollars for the conversion of the sub-
acute rehabilitation unit to the TCU, for the first and third years, as summarized below:

Year One and

Year Three

Revenues $2,378,876
Expenses

Operating $1,780,469

Depreciation and Rent 3,700
Total Expenses $1,784,169
Net Income $594,707
Utilization - Patient Days 5,263
Cost Per Patient Day $339.00

|
Project #161059-T Exhibit Page 5



The separate TCU operating budget does not depict any additional services. Utilization for the first and
third years is 100% Medicare.

Expense and utilization assumptions are based on the historical experience of Olean General Hospital’'s
inpatients who currently occupy the sub-acute rehabilitation unit as a Swing Bed Program for rural
hospitals. Revenues have been adjusted to reflect the blended rate based on the RUGS for Medicare
and the expenses include the additional depreciation on total project costs.

Capability and Feasibility
Project cost will be satisfied by accumulated funds from Olean General Hospital. BFA Attachment A is
the financial summary of the Hospital showing sufficient funds.

Working capital will come from hospital operations, since the beds are being converting from Swing Beds
to TCU beds.

The submitted budget indicates a net income of $594,707 during the first and third years of operation.
The Medicare revenues were based on a blend of DRGs associated with Olean General Hospital's
medically complex patients and excess days these patients spent in the Hospital. The budget appears
reasonable.

As shown on BFA Attachment A, Olean General Hospital maintained a positive net asset position,
working capital and net income from operations in 2013 and 2014. BFA Attachment B is the internal
financial summary of Olean General Hospital as of December 31, 2015, which shows the Hospital
maintained $1,670,387 net income from operations in 2015.

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

Recommendation
From a financial perspective, approval is recommended.

Attachments

BFA Attachment A Financial Summary of Olean General Hospital- 2013 and 2014
BFA Attachment B Financial Summary of Olean General Hospital - 2015 internals
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF
OPPORTUNITY.

of Health

Project # 161061-T
Helen Hayes Hospital

Program:
Purpose:

Hospital
Transitional Care Beds

County: Rockland
Acknowledged: February 23, 2016

Executive Summary

Description

This application was submitted in response to
the Department’s January 5, 2016 Dear
Administrator Letter. The Department sought
applications from Article 28 general hospitals
interested in initiating Transitional Care Units in
accordance with the provisions of Section 2802-
a of Public Health Law.

Helen Hayes Hospital is a public (State) Article
28 facility located at 51 N Route 9W, West
Haverstraw (Rockland County). Helen Hayes
operates a 130-bed acute care hospital and a
25-bed residential health care facility (RHCF).
The applicant requests approval to create a 24-
bed Transitional Care Unit (TCU) through the
conversion of 18 medical/surgical beds and six
physical medicine and rehabilitation beds. The
TCU unit will be located in an existing, vacant
medical/surgical unit on the first floor of the
hospital.

OPCHSM Recommendation
Contingent Approval

Need Summary

Section 2802-a of the Public Health Law
authorizes the Commissioner to approve up to
18 general hospitals to operate TCUs on a
demonstration basis. There are currently ten
TCUs operating across the state.

Program Summary

Helen Hayes Hospital is seeking approval to
convert 18 medical/surgical beds and six
physical medicine and rehabilitation beds to 24
TCU beds. As part of this initiative, hospitals,
physicians and other post-discharge providers
will work together to more closely coordinate
care, leading to better outcomes, a better
experience for the patient, and fewer
complications such as preventable
readmissions, infections or prolonged
rehabilitation and recovery.

Financial Summary

Project costs of $44,874 will be met with
accumulated funds. The proposed incremental
budget is as follows:

Revenues: $2,225,218
Expenses: 645,762
Gain: $1,579,456

Project #161061-T Exhibit Page 1



Recommendations

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

Office of Primary Care and Health Systems Management

Approval contingent upon:

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

2. The submission of State Hospital Code (SHC) Drawings for review and approval, as described in
BAER Drawing Submission Guidelines DSG-04 Nursing Homes. These drawings must resolve all
issues noted in the request for additional information dated March 7, 2016. [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 September 1, 2016 and construction must be completed by
September 22, 2016, 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. [AER]

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

Council Action Date
April 14, 2016

|
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Need Analysis |

Background

Section 2802-a of the Public Health Law authorizes the Commissioner to approve up to 18 general
hospitals to operate TCUs on a demonstration basis. There are currently ten TCUs operating across the
state.

Transitional Care Unit Purpose

Section 2802-a of the PHL defines "transitional care" as sub-acute care services provided to inpatients of
a general hospital who no longer require acute care inpatient services, but continue to need specialized
medical, nursing and other hospital ancillary services and are not yet ready for discharge. TCUs should
be limited in length of stay and designed to meet and resolve patients' specific sub-acute medical care
needs. Discharges from these units are to be timely and appropriate.

The improvement of quality outcomes for the TCU population, through the provision of appropriate
services delivered in the most efficient manner, is the primary goal of the TCU demonstration program.
Hospitals selected for this program will be required to demonstrate an overall decrease in length of stay,
guantify the clinical benefits of the program for TCU patients, and illustrate a synergistic relationship with
long term care providers in the community. Collaboration between hospitals and nursing homes in local
service areas will facilitate more efficient allocation of patients between the two settings.

In accordance with Section 2802-a of the PHL, all providers applying to participate in this demonstration
program must meet all Conditions of Participation (COP) for skilled nursing facilities (SNFs), as defined
under Title XVIII of the Federal Social Security Act (Medicare). In order to qualify for Medicare
certification, providers must comply with Part 415 of Title 10 of the New York Compilation of Codes, Rules
and Regulations (10 NYCRR).

As part of this demonstration program, specific State SNF regulations that may impede the development
of TCUs or their ability to provide appropriate services to patients may be subject to waiver, at the
discretion of the Department. Requests for waivers will be reviewed on an individual basis. In addition, the
Department will periodically request information concerning the implementation of this section of the
Public Health Law and the operation of transitional care units participating in the demonstration.

Applicants must demonstrate the need for any services proposed within the TCU and emphasize the
benefits of such a program to a specific community, including, but not limited to, addressing the absence
of sufficient post-discharge services in nursing homes and community-based care.

Transitional care units should be limited in length of stay and designed to meet and resolve specific sub-
acute medical care needs. The expected average length of stay for patients served in a TCU ranges from
five to not over 21 days, following a qualifying acute care stay. TCU services will be reimbursed at the
applicable Medicare per diem SNF rate.

Transitional Care Unit Criteria and Requirements

Section 2802-a requires that all providers applying to participate in this demonstration program meet all
applicable requirements as defined under Title XVIII of the Federal Social Security Act (Medicare).
Additionally, a TCU must:

e Have a length of stay of not less than five days and not in excess of 21 days for any individual
patient;

e Have a pre-opening survey, separate Medicare Number, and federal skilled nursing facility (SNF)
certification;

o Be staffed by qualified staff dedicated to the TCU;

e Serve patients who will benefit from active rehabilitation. (It is expected that patients will actively
participate in three hours or more of Occupational Therapy/Physical Therapy/Speech Therapy,
every day, either three hours consecutively or in combination between rehabilitative sessions);
and
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e Collect information and submit reports to the Department on an annual basis to demonstrate an
overall decrease in length of stay; quantify the clinical benefits of the program for TCU residents;
and illustrate a synergistic relationship with long term care providers.

The Department will consider units with a range of bed size not to exceed 25, which adhere to the
following requirements:

e Beds must be located at a single geographic location; and

e Beds must be located contiguously within a distinct unit/space within the hospital.

Recommendation
From a need perspective, approval is recommended.

Program Analysis |

Background

Helen Hayes Hospital is located at 51-55 Route 9W North, West Haverstraw (Rockland County). Helen
Hayes operates a 130-bed acute care hospital and a 25-bed residential health care facility (RHCF). The
applicant requests approval to create a 24-bed Transitional Care Unit (TCU) through the conversion of 18
medical/surgical beds and six physical medicine and rehabilitation (PMR) beds.

Helen Hayes’ 130-bed acute care hospital includes 82 physical medicine and rehabilitation beds, 18
medical/surgical beds, six coma recovery beds and 24 traumatic brain injury beds. The 82 physical
medicine and rehabilitation beds qualify as an inpatient rehabilitation facility (IRF) for Medicare
reimbursement purposes. Helen Hayes, as a specialty medical rehabilitation provider to the residents of
the seven-county Hudson Valley region, is equipped with the services, programs, staff, equipment and
expertise to provide comprehensive rehabilitation services to patients with all disabilities and at all levels.

Program Review
The principal elements of the proposed TCU program are:
e Conversion of 18 medical/surgical beds and six physical medicine and rehabilitation beds to a 24-
bed TCU, to be located in an existing, vacant unit on the first floor of the hospital.
e Operation of the unit will;
o reduce the length of stay at the medical/surgical and PMR beds;
0 help reduce unnecessary hospital readmissions;
0 enhance Helen Hayes’ ability to serve the targeted population.
e The patients to be served will include:
0 The most costly, complex convalescing elders that are clinically stable and would
otherwise remain in medical/surgical beds;
o0 those in need of coordinated multi-level rehabilitation; and
o frail elders still requiring extensive follow-up.
e Operation of the TCU with dedicated staff with access to specialist acute care professionals.
e The unit will be comprised of ten double-bedded rooms and four single-bedded rooms.

The TCU will focus on patients that would otherwise continue to be served in medical/surgical beds.
These patients will remain in the TCU for a short stay of no more than 21 days. The TCU will focus on
medically complex elderly patients who, while clinically stable, still require on-going physician oversight
and the specialized services of hospital staff. Other patients expected to be routinely admitted include
those who may need an additional few days of rehabilitation prior to discharge to home, as well as those
needing more extensive rehabilitation therapy prior to discharge to an acute rehabilitation facility.

The TCU will be under the direct responsibility of the Hospital CEO and will include a senior team
consisting of a Licensed Nursing Home Administrator who will be employed part-time as the TCU
Administrator, a Nurse with hospital experience, and a part-time Physician Medical Director. The team will
also include an MDS Coordinator, Registered Nurses, Certified Nurse Aides, a Social Worker, and

|
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Activities and Therapy staff. An interdisciplinary care team will be responsible for the coordination and
continuity of patient care.

As documented in the application, the lack of appropriate post-discharge alternatives for intensive
rehabilitation in the Hudson Valley region has led to the need for a TCU for this specific community. In
order to meet the New York State Department of Health’s primary goal for the TCU Demonstration
Program — improving quality outcomes for patients with TCU conditions through the provision of
restorative care to maximize the patient’s level of function and independence — Helen Hayes proposes to
focus its unit primarily on those rehabilitation DRG clusters that can lead to high levels of excess days at
acute hospitals when appropriate post-discharge placements are not available. These rehabilitation DRG
clusters are anticipated to lead to an increased demand for TCU beds as a result of the migration from
the International Classification of Diseases (ICD) system from ICD-9 to ICD-10 and a new CMS mandate
for bundled payments for hip and knee replacement surgeries.

The change to ICD-10, which increased specificity of diagnoses (there are nearly five times as many
diagnosis codes in ICD-10 than in ICD-9), means that patients who qualified under the Center for
Medicare & Medicaid Services’ (CMS) IRF criteria for post-acute care placement in a physical medicine
and rehabilitation bed under ICD-9 may not have a qualifying diagnosis under ICD-10. This will result in
Helen Hayes turning away admission referrals from other hospitals for patients who do not meet the IRF
criteria due to the unavailability of subacute beds. While the average annual occupancy percentage of
Helen Hayes’ existing 25-bed RHCF unit is approximately 85%, the unit occupancy fluctuates weekly; on
numerous occasions, the occupancy percentage is over 96%, meaning that Helen Hayes must
sometimes turn away referrals for subacute care.

The CMS mandate, which will begin on April 1, 2016, is that hospitals in the New York-Newark-Jersey
City, NY-NJ-PA MSA, which encompasses five of the seven Hudson Valley Region counties (Dutchess,
Orange, Putnam, Rockland and Westchester County), participate in a 90-day bundled payment initiative
for hip and knee replacement surgeries. Under that CMS initiative, the hospital in which the hip or knee
replacement takes place is accountable for the costs and quality of care from the time of the surgery
through 90 days post-surgery. Depending on the hospital’s quality and cost performance during the
episode of care, the hospital will either earn a financial reward or be required to repay Medicare for a
portion of the costs. As part of this initiative, hospitals, physicians and other post-discharge providers are
to work together to more closely coordinate care, leading to better outcomes, a better experience for the
patient, and fewer complications such as preventable readmissions, infections or prolonged rehabilitation
and recovery.

Helen Hayes has existing collaborative relationships with many hospitals and RHCFs in the region and
has already received a memorandum of understanding (MOU) from two of those facilities, the New York
State Veterans Home at St. Albans (Queens County) and the New York State Veterans Home at
Montrose (Westchester County), in keeping with the stated goals of this TCU Demonstration Program. In
addition, Helen Hayes has received two letters of support from area hospitals, New York-Presbyterian
Hospital and Good Samaritan Hospital of Suffern.

Additionally, Helen Hayes Hospital has identified: collaborative relationships with long term care, durable
medical equipment, and Community providers; a sound strategy for treating patients in the TCU,;
discharge policies; appropriate staffing to include physician coverage; and an agreement to forward
clinical and operational data on an annual basis as defined by the Department.

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

Total Project Costs
Total project costs for renovations are estimated at $44,874, broken down as follows:

Renovation & Demolition $ 32,926
Design Contingency 3,293
Construction Contingency 3,293
Architect/Engineering Fees 3,127
Application Fee 2,000
Additional Processing Fee 235
Total Project Cost $44,874

Project costs are based on a September 1, 2016 construction start date and a one month construction
period. Helen Hayes Hospital will finance total project costs through accumulated funds.

Operating Budgets
The applicant has submitted an incremental operating budget in 2016 dollars, for the first and third years
of operation, summarized below:

Year One Year Three
Revenues $1,932,970 $2,225,218
Expenses
Operating $558,323 $643,518
Depreciation and Rent 2,244 2,244
Total Expenses $560,567 $645,762
Net Income $1,372,403 $1,579,456
Utilization - Patient Days 2,897 3,335
Cost Per Day $193.50 $193.63

Utilization for the first and third years is 100% Medicare. Expense and utilization assumptions are based
on the historical experience of Helen Hayes Hospital inpatients. The budget appears reasonable.

Capability and Feasibility

Project cost will be satisfied with accumulated funds from Helen Hayes Hospital. BFA Attachment A is
the financial summary of the Hospital showing sufficient funds. Working capital of $107,627 based on two
months of third year expenses will come from hospital operations.

The submitted incremental budget indicates a net income of $1,372,403 and $1,579,456 during the first
and third years of operation. The Medicare revenues are based on a blend of the DRGs associated with
Helen Hayes’ medically complex patients and the excess days these patients spent in the Hospital.

As of March 31, 2015, Helen Hayes Hospital maintained a positive net asset position, positive working
capital and a net operating loss of $27,089,074, which was offset by $29,368,919 in supplemental
Medicaid Disproportionate Share Hospital and Upper Payment Limit funds to support its operations. As
of August 31, 2015, Helen Hayes was maintaining a net income from operations of $2,683,196 before
supplemental Medicaid Disproportionate Share Hospital and Upper Payment Limit funds.

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

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

BFA Attachment A Financial Summary of Helen Hayes Hospital - March 2014 and 2015
BFA Attachment B Financial Summary of Helen Hayes Hospital - August 2015 internals
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF
OPPORTUNITY.

of Health

Project # 161068-T
Good Samaritan Hospital Medical Center

Program:
Purpose:

Hospital
Transitional Care Beds

County: Suffolk
Acknowledged: February 23, 2016

Executive Summary

Description

This application was submitted in response to
the Department’s January 5, 2016 Dear
Administrator Letter. The Department sought
applications from Article 28 general hospitals
interested in initiating Transitional Care Units in
accordance with the provisions of Section 2802-
a of Public Health Law.

Good Samaritan Hospital Medical Center
(GSHMC), a 437-bed, voluntary not-for-profit,
Article 28 acute care hospital located at 1,000
Montauk Highway, West Islip (Suffolk County),
requests approval to create a 22-bed
Transitional Care Unit (TCU) through the
conversion of 22 medical/surgical beds. The
TCU unit will be located and self-contained on
the third floor of the Hospital.

GSHMC is affiliated with the Catholic Health
Services of Long Island (CHSLI) System, an
integrated healthcare delivery system comprised
of six acute care hospitals, a certified home
health agency, three residential health care
facilities, a regional home care and hospice
network, a durable medical equipment company
and Maryhaven Center of Hope, a community-
based agency that provides mental health and
substance abuse services and care for
developmentally disabled adults and children.
GSHMC is a partner provider in the Nassau
Queens Performing Provider System (PPS) and
the State University of New York at Stony Brook
University Hospital PPS in the New York State
Delivery System Reform Incentive Payment
(DSRIP) Program.

OPCHSM Recommendation
Contingent Approval

Need Summary

Section 2802-a of the Public Health Law
authorizes the Commissioner to approve up to
18 general hospitals to operate TCUs on a
demonstration basis. There are currently ten
TCUs operating across the state.

Program Summary

GSHMC proposes to create a 22-bed TCU by
converting 22 medical/surgical beds to
Transitional Care beds and perform requisite
renovations. The TCU will re-establish the
continuum of care afforded by coordination and
integration and further the hospital’s efforts to
reduce the length of stay, facilitate the hospital's
efforts at reducing the number of unnecessary
readmissions, and enhance the hospital's
capacity to serve the targeted population.

Financial Summary

Project costs $5,318,583 will be met with
accumulated funds from Good Samaritan
Hospital Medical Center. The projected
incremental budget is as follows:

Revenues: $4,780,608
Expenses: 3,871,700
Gain: $908,908
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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. A copy of the check must be uploaded into NYSE-CON upon mailing. [PMU]

2. The submission of State Hospital Code (SHC) Drawings, acceptable to the Department, as described
in BAER Drawing Submission Guidelines DSG-04. (AER). These drawings must resolve all issues
noted in the request for additional information dated February 29, 2016. [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 submission of Final Construction Documents, signed and sealed by the project architect, as
described in BAER Drawing Submission Guidelines DSG-05, prior to the applicant’s start of
construction. [AER]

3. Construction must start on or before January 1, 2017 and construction must be completed by
September 15, 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. [AER]

Council Action Date
April 14, 2016

|
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Need Analysis |

Background

Section 2802-a of the Public Health Law authorizes the Commissioner to approve up to 18 general
hospitals to operate TCUs on a demonstration basis. There are currently ten TCUs operating across the
state.

Transitional Care Unit Purpose

Section 2802-a of the PHL defines "transitional care" as sub-acute care services provided to inpatients of
a general hospital who no longer require acute care inpatient services, but continue to need specialized
medical, nursing and other hospital ancillary services and are not yet ready for discharge. TCUs should
be limited in length of stay and designed to meet and resolve patients' specific sub-acute medical care
needs. Discharges from these units are to be timely and appropriate.

The improvement of quality outcomes for the TCU population, through the provision of appropriate
services delivered in the most efficient manner, is the primary goal of the TCU demonstration program.
Hospitals selected for this program will be required to demonstrate an overall decrease in length of stay,
guantify the clinical benefits of the program for TCU patients, and illustrate a synergistic relationship with
long term care providers in the community. Collaboration between hospitals and nursing homes in local
service areas will facilitate more efficient allocation of patients between the two settings.

In accordance with Section 2802-a of the PHL, all providers applying to participate in this demonstration
program must meet all Conditions of Participation (COP) for skilled nursing facilities (SNFs), as defined
under Title XVIII of the Federal Social Security Act (Medicare). In order to qualify for Medicare
certification, providers must comply with Part 415 of Title 10 of the New York Compilation of Codes, Rules
and Regulations (10 NYCRR).

As part of this demonstration program, specific State SNF regulations that may impede the development
of TCUs or their ability to provide appropriate services to patients may be subject to waiver, at the
discretion of the Department. Requests for waivers will be reviewed on an individual basis. In addition, the
Department will periodically request information concerning the implementation of this section of the
Public Health Law and the operation of transitional care units participating in the demonstration.

Applicants must demonstrate the need for any services proposed within the TCU and emphasize the
benefits of such a program to a specific community, including, but not limited to, addressing the absence
of sufficient post-discharge services in nursing homes and community-based care.

Transitional care units should be limited in length of stay and designed to meet and resolve specific sub-
acute medical care needs. The expected average length of stay for patients served in a TCU ranges from
five to not over 21 days, following a qualifying acute care stay. TCU services will be reimbursed at the
applicable Medicare per diem SNF rate.

Transitional Care Unit Criteria and Requirements

Section 2802-a requires that all providers applying to participate in this demonstration program meet all
applicable requirements as defined under Title XVIII of the Federal Social Security Act (Medicare).
Additionally, a TCU must:

e Have a length of stay of not less than five days and not in excess of 21 days for any individual
patient;

e Have a pre-opening survey, separate Medicare Number, and federal skilled nursing facility (SNF)
certification;

o Be staffed by qualified staff dedicated to the TCU;

e Serve patients who will benefit from active rehabilitation. (It is expected that patients will actively
participate in three hours or more of Occupational Therapy/Physical Therapy/Speech Therapy,
every day, either three hours consecutively or in combination between rehabilitative sessions);
and
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e Collect information and submit reports to the Department on an annual basis to demonstrate an
overall decrease in length of stay; quantify the clinical benefits of the program for TCU residents;
and illustrate a synergistic relationship with long term care providers.

The Department will consider units with a range of bed size not to exceed 25, which adhere to the
following requirements:

e Beds must be located at a single geographic location; and

e Beds must be located contiguously within a distinct unit/space within the hospital.

Recommendation
From a need perspective, approval is recommended.

Program Analysis |

Background

Good Samaritan Hospital Medical Center (GSHMC), located at 1000 Montauk Highway, West Islip
(Suffolk County), is a 437-bed, acute care hospital and provides acute inpatient, critical care and
ambulatory services to residents of Suffolk County. GSHMC has NYSDOH designations as an Area
Trauma Center, a Level Ill Perinatal Center, a Stroke Center and a SAFE Center of Excellence. In
addition, GSHMC is a major clinical campus of the New York Institute of Technology College of
Osteopathic Medicine, as well as a clinical site for other medical schools, offering a multitude of student
rotation experiences. GSHMC has AOA accredited, post-graduate residency programs in emergency
medicine, family medicine, OB/GYN and pediatrics (which is also ACGME accredited). GSHMC also has
a CPME and COTH accredited post-graduate residency program in podiatric surgery. GSHMC received
approval from AOA in July 2015 to establish a post-graduate residency program in general surgery,
beginning in July 2016. In addition to the New York Institute of Technology College of Osteopathic
Medicine, GSHMC has medical training affiliations with the following medical schools: Mount Sinai School
of Medicine; Lake Erie College of Osteopathic Medicine; SUNY Stony Brook; and New York College of
Podiatric Medicine. GSHMC also has residency training affiliations with Winthrop-University Hospital,
Nassau University Medical Center, Jacobi Medical Center, EImhurst Hospital Center, Mercy Medical
Center and St. Charles Hospital.

GSHMC is affiliated with the Catholic Health Services of Long Island (CHSLI) System, an integrated
healthcare delivery system comprised of six acute care hospitals, a certified home health agency, three
residential health care facilities, a regional home care and hospice network, a durable medical equipment
company and Maryhaven Center of Hope, a community-based agency that provides mental health and
substance abuse services and care for developmentally disabled adults and children. GSHMC is a
partner provider in the Nassau Queens Performing Provider System (PPS) and the State University of
New York at Stony Brook University Hospital PPS in the New York State Delivery System Reform
Incentive Payment (DSRIP) Program. GSHMC will leverage the collaborative relationships with the other
partners in the PPSs to facilitate the development of short- and long-term complex care to patients in the
appropriate, least-restrictive environment, including nursing homes and community-based services.

Program Review
The principal elements of the proposed TCU program are:
e Conversion of 22 medical/surgical beds to be located in a discrete wing of the third floor of the
hospital
e Operation of the unit will:
o reducing the length of stay at the medical/surgical beds;
0 helping to reduce unnecessary hospital readmissions; and
0 enhancing Good Samaritan Hospital's ability to serve the targeted population.
e The patients served will include:
0 The most costly, complex convalescing elders that are clinically stable and would

otherwise remain in medical/surgical beds;
_______________________________________________________________________________________________________________________________|]
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o0 those in need of coordinated multi-level rehabilitation; and

o frail elders still requiring extensive follow-up.
e Operation of the TCU with dedicated staff with access to specialist acute care professionals.
e The unit will be comprised of seven double-bedded rooms and eight single-bedded rooms.

The TCU will focus on patients that would otherwise continue to be served in medical/surgical beds.
These patients will remain in the TCU for a short stay of no more than 21 days. The TCU will focus on
medically complex elderly patients who, while clinically stable, still require on-going physician oversight
and the specialized services of hospital staff. Other patients expected to be routinely admitted include
those who may need an additional few days of rehabilitation prior to discharge to home, as well as those
needing more extensive rehabilitation therapy prior to discharge to an acute rehabilitation facility.

The TCU will be under the direct responsibility of the Hospital CEO and will include a senior team
consisting of a Licensed Nursing Home Administrator who will be employed part-time as the TCU
Administrator, a Nurse with hospital experience, and a part-time Physician Medical Director. The team will
also include an MDS Coordinator, Registered Nurses, Certified Nurse Aides, a Social Worker, and
Activities and Therapy staff. An interdisciplinary care team will be responsible for the coordination and
continuity of patient care.

In addition, Good Samaritan Hospital has identified: collaborative relationships with community providers
including cooperative agreements with three SNFs; a sound strategy for treating patients in the TCU,;
purposeful discharge policies; adequate staffing to include physician coverage; and a willingness to report
clinical and operational data on at least an annual basis as defined by the Department.

Recommendation
From a programmatic perspective, approval is recommended.

Financial Analysis |

Total Project Costs
Total project costs for renovations and the acquisition of movable equipment are estimated at $5,318,583,
broken down as follows:

Renovation & Demolition $ 3,400,000
Site Development 82,500
Asbestos Abatement or Removal 220,000
Design Contingency 340,001
Construction Contingency 340,001
Architect/Engineering Fees 300,000
Construction Manager Fees 125,000
Other Fees (Consultant) 30,000
Movable Equipment 6,800
Application Fee 2,000
Additional Processing Fee 29,081
Total Project Cost $5,318,583

Project costs are based on a construction start date of January 15, 2017, and an eight-month construction
period. Good Samaritan Hospital Medical Center will finance total project costs through accumulated
funds.
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Operating Budget
The applicant has submitted an incremental operating budget in 2016 dollars, for the first and third years
of operation, summarized below:

Year One Year Three
Revenues $4,277,386 $4,780,608
Expenses
Operating $3,286,870 $3,588,271
Depreciation and Rent 283,429 283,429
Total Expenses $3,570,299 $3,871,700
Net Income $707,087 $908,908
Utilization - Patient Days 6,826 7,629
Cost Per Day $523.04 $507.50

Utilization for the first and third years is 100% Medicare. Expense and utilization assumptions are based
on the historical experience of Good Samaritan Hospital Medical Center inpatients.

Capability and Feasibility
Project cost will be satisfied by accumulated funds from Good Samaritan Hospital Medical Center. BFA
Attachment A is the financial summary of the Hospital showing sufficient funds.

Working capital of $645,283 based on two months of third year expenses will come from hospital
operations.

The submitted incremental budget indicates a net income of $707,087 and $908,908 during the first and
third years of operation, respectively. The Medicare revenues were based on a blend of DRGs
associated with GSHMC medically complex patients and excess days these patients spent in the
Hospital. The budget appears reasonable.

Good Samaritan Hospital Medical Center maintained a positive net asset position, positive working capital
and net income from operations of $16,284,000 in 2015.

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

Recommendation
From a financial perspective, approval is recommended.

Attachments |

BFA Attachment A Financial Summary of Good Samaritan Hospital Medical Center - 2015 and 2014
BFA Attachment B Financial Summary of Catholic Health Services of Long Island - 2013 and 2014
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF
OPPORTUNITY.

of Health

Project # 161069-T
Nyack Hospital

Program:
Purpose:

Hospital
Transitional Care Beds

County: Rockland
Acknowledged: February 23, 2016

Executive Summary

Description

This application was submitted in response to
the Department’s January 5, 2016 Dear
Administrator Letter. The Department sought
applications from Article 28 general hospitals
interested in initiating Transitional Care Units in
accordance with the provisions of Section 2802-
a of Public Health Law.

Nyack Hospital (Nyack), a 375-bed, voluntary
not-for-profit, Article 28 acute care hospital
located at 160 North Midland Avenue, Nyack
(Rockland County), requests approval to create
a 16-bed Transitional Care Unit (TCU) through
the conversion of 16 medical/surgical beds. The
TCU unit will be located and self-contained on
the fourth floor of the Maze Building (4-Maze
Nursing Unit) on the hospital campus.

Nyack provides acute inpatient, critical care and
ambulatory services to residents of Rockland
County. Nyack also operates Nyack Hospital
Home Care Department, a certified home health
agency (CHHA) that provides nursing, home
health aide, medical social services,
occupational therapy, physical therapy, speech-
language pathology services, and DME supplies
to both long and short-term patients in Rockland
County.

Montefiore Health System, Inc. (MHS) is the
sole member and passive parent of the hospital.
As a member of MHS, Nyack is a partner
provider in the Montefiore Hudson Valley
Collaborative, a PPS in the DSRIP Program.

Nyack is a vital access provider assurance
program (VAPAP) facility. Their VAPAP
Transformation Plan submitted to the

Department outlines the initiatives they are
undertaking to become more effective and
efficient in delivering health care services to the
community. The plan, which the Department
monitors on an ongoing monthly basis, details
their efforts to strengthen primary care,
ambulatory care and community-based services
consistent with the goals of the DSRIP program.
The TCU will allow the Hospital to reduce their
excess Medicare days and create cost
reductions in inpatient stays in line with their
VAPAP Transformation Plan and DSRIP goals.

OPCHSM Recommendation
Contingent Approval

Need Summary

Section 2802-a of the Public Health Law
authorizes the Commissioner to approve up to
18 general hospitals to operate TCUs on a
demonstration basis. There are currently ten
TCUs operating across the state.

Program Summary

Approval of a 16-bed TCU at Nyack Hospital will
bring intensive post-acute services to MHS.
According to the applicant, this will afford MHS
the ability to provide, and manage with patients,
the continuum of care across varied settings and
to have all of the care settings needed to be an
effective and efficient ACO. Functioning as an
ACO, MHS has the capability of prospectively
planning budgets and resource needs for all of
the settings within its ACO and is of sufficient
size to support comprehensive, valid and
reliable performance measurement across the
continuum of care.
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Financial Summary

Project costs of $1,764,440 will be met with a
capital lease of $1,587,996 and $176,444 in
accumulated funds from the Nyack Hospital
Foundation. The incremental budget is as
follows:

Revenues: $3,191,778

Expenses: 2,899,717
Gain: $292,061
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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. A copy of the check must be uploaded into NYSE-CON upon mailing. [PMU]

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

3. Submission of documentation, acceptable to the Department of Health, that Nyack Hospital
Foundation has provided the equity for the project. [BFA]

4. The submission of State Hospital Code (SHC) Drawings, acceptable to the Department, as described
in BAEFP Drawing Submission Guidelines DSG-04. These drawings must resolve all issues noted in
the request for additional information dated March, 1 2016. [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 submission of Final Construction Documents, signed and sealed by the project architect, as
described in BAEFP Drawing Submission Guidelines DSG-05, prior to the applicant’s start of
construction. [AER]

3. Construction must start on or before September 1, 2016 and construction must be completed by May
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. [AER]

Council Action Date
April 14, 2016

|
Project #161069-T Exhibit Page 3



Need Analysis |

Background

Section 2802-a of the Public Health Law authorizes the Commissioner to approve up to 18 general
hospitals to operate TCUs on a demonstration basis. There are currently ten TCUs operating across the
state.

Transitional Care Unit Purpose

Section 2802-a of the PHL defines "transitional care" as sub-acute care services provided to inpatients of
a general hospital who no longer require acute care inpatient services, but continue to need specialized
medical, nursing and other hospital ancillary services and are not yet ready for discharge. TCUs should
be limited in length of stay and designed to meet and resolve patients' specific sub-acute medical care
needs. Discharges from these units are to be timely and appropriate.

The improvement of quality outcomes for the TCU population, through the provision of appropriate
services delivered in the most efficient manner, is the primary goal of the TCU demonstration program.
Hospitals selected for this program will be required to demonstrate an overall decrease in length of stay,
guantify the clinical benefits of the program for TCU patients, and illustrate a synergistic relationship with
long term care providers in the community. Collaboration between hospitals and nursing homes in local
service areas will facilitate more efficient allocation of patients between the two settings.

In accordance with Section 2802-a of the PHL, all providers applying to participate in this demonstration
program must meet all Conditions of Participation (COP) for skilled nursing facilities (SNFs), as defined
under Title XVIII of the Federal Social Security Act (Medicare). In order to qualify for Medicare
certification, providers must comply with Part 415 of Title 10 of the New York Compilation of Codes, Rules
and Regulations (10 NYCRR).

As part of this demonstration program, specific State SNF regulations that may impede the development
of TCUs or their ability to provide appropriate services to patients may be subject to waiver, at the
discretion of the Department. Requests for waivers will be reviewed on an individual basis. In addition, the
Department will periodically request information concerning the implementation of this section of the
Public Health Law and the operation of transitional care units participating in the demonstration.

Applicants must demonstrate the need for any services proposed within the TCU and emphasize the
benefits of such a program to a specific community, including, but not limited to, addressing the absence
of sufficient post-discharge services in nursing homes and community-based care.

Transitional care units should be limited in length of stay and designed to meet and resolve specific sub-
acute medical care needs. The expected average length of stay for patients served in a TCU ranges from
five to not over 21 days, following a qualifying acute care stay. TCU services will be reimbursed at the
applicable Medicare per diem SNF rate.

Transitional Care Unit Criteria and Requirements

Section 2802-a requires that all providers applying to participate in this demonstration program meet all
applicable requirements as defined under Title XVIII of the Federal Social Security Act (Medicare).
Additionally, a TCU must:

e Have a length of stay of not less than five days and not in excess of 21 days for any individual
patient;

e Have a pre-opening survey, separate Medicare Number, and federal skilled nursing facility (SNF)
certification;

o Be staffed by qualified staff dedicated to the TCU;

e Serve patients who will benefit from active rehabilitation. (It is expected that patients will actively
participate in three hours or more of Occupational Therapy/Physical Therapy/Speech Therapy,
every day, either three hours consecutively or in combination between rehabilitative sessions);
and

|
Project #161069-T Exhibit Page 4



e Collect information and submit reports to the Department on an annual basis to demonstrate an
overall decrease in length of stay; quantify the clinical benefits of the program for TCU residents;
and illustrate a synergistic relationship with long term care providers.

The Department will consider units with a range of bed size not to exceed 25, which adhere to the
following requirements:

e Beds must be located at a single geographic location; and

e Beds must be located contiguously within a distinct unit/space within the hospital.

Recommendation
From a need perspective, approval is recommended.

Program Analysis |

Background

Nyack Hospital (Nyack) is located at 160 North Midland Avenue, Nyack (Rockland County). Nyack, a
375-bed hospital, provides acute inpatient, critical care and ambulatory services to residents of Rockland
County. Nyack has NYSDOH designations as an Area Trauma Center, a Level Il Perinatal Center and a
Stroke Center, as well as Joint Commission on Accreditation of Healthcare Organization certification as a
Joint Replacement — Hip Program and a Joint Replacement — Knee Program. Nyack Hospital also
operates a certified home health agency (CHHA), Nyack Hospital Home Care Department, which
provides baseline services, home health aide, medical social services, medical supplies equipment and
appliances, nursing, occupational therapy, physical therapy and speech language pathology services to
both long- and short-term patients in Rockland County.

Montefiore Health System, Inc. (MHS) is the sole member and passive parent of Nyack. As a member of
MHS, Nyack is a partner provider in the Montefiore Hudson Valley Collaborative, a performing provider
system (PPS) in the New York State Delivery System Reform Incentive Payment (DSRIP) Program.
Working with its partner providers of Hudson Valley hospitals, diagnostic and treatment centers, nursing
homes, community-based programs and other organizations, the PPS is championing new models of
providing individuals with high-quality care, while reducing expenditures through enhanced care
coordination, community-focused care and education. Nyack will leverage its collaborative relationships
with the other partners in the PPS to facilitate the development of short- and long-term complex care to
patients in the appropriate, least-restrictive environment, including RHCFs and community-based
services.

Program Review
The principal elements of the proposed TCU program are:
e Conversion of 16 medical/surgical beds to 16 transitional care beds to be located on the 4™ floor
of the Maze Building.
e Operation of the unit will:
o reduce the length of stay in the medical/surgical beds;
0 help reduce unnecessary hospital readmissions;
0 enhance Nyack Hospital's ability to serve the targeted population.
e The patients to be served include:
o the most costly, complex convalescing elders that are clinically stable and would
otherwise remain in an medical/surgical bed;
o those in need of coordinated multi-level rehabilitation; and
o frail elders still requiring extensive follow-up.
e Operation of the TCU with dedicated staff with access to specialist acute care professionals.
e The unit will be comprised of 16 single-bedded rooms.
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The TCU will focus on patients that would otherwise continue to be served in medical/surgical beds.
These patients will remain in the TCU for a short stay of no more than 21 days. The TCU will focus on
medically complex elderly patients who, while clinically stable, still require on-going physician oversight
and the specialized services of hospital staff. Other patients expected to be routinely admitted include
those who may need an additional few days of rehabilitation prior to discharge to home, as well as those
needing more extensive rehabilitation therapy prior to discharge to an acute rehabilitation facility.

The TCU will be under the direct responsibility of the Hospital CEO and will include a senior team
consisting of a Licensed Nursing Home Administrator who will be employed part-time as the TCU
Administrator, a Nurse with hospital experience, and a part-time Physician Medical Director. The team will
also include an MDS Coordinator, Registered Nurses, Certified Nurse Aides, a Social Worker, and
Activities and Therapy staff. An interdisciplinary care team will be responsible for the coordination and
continuity of patient care.

In addition, Nyack Hospital has identified: collaborative relationships with community providers; a defined
strategy for treating patients in the TCU; purposeful discharge policies, adequate staffing to include
physician coverage, and committed to reporting required statistics to the Department on an annual basis.

Recommendation
From a programmatic perspective, approval is recommended.

Financial Analysis |

Total Project Costs
Total project costs for renovations and the acquisition of movable equipment are estimated at $1,764,440,
broken down as follows:

Renovation & Demolition $1,070,196
Design Contingency 107,020
Construction Contingency 107,020
Architect/Engineering Fees 85,563
Other Fees (Consultant) 25,000
Movable Equipment 358,000
Application Fee 2,000
Additional Processing Fee 9,641
Total Project Cost $1,764,440

Project costs are based on a construction start date of September 1, 2016 and a nine-month construction
period. Nyack Hospital will finance total project costs as follows:

Accumulated funds from the Foundation $176,444
Capital Lease (60 months, 1.962%) $1,587,996

The accumulated funds are from the Nyack Hospital Foundation. The Foundation has submitted a letter
stating that they are willing to provide the necessary funds for this project. BFA attachment C shows that
Nyack Hospital Foundation has sufficient equity.

The Capital Lease is for related construction and movable equipment. A draft lease proposal has been
submitted by the applicant from Pantheon Capital for a 60-month period at a monthly lease rate factor of
.01962. BFA Attachment B shows the net present value of the lease payments over the 60 months (5-
year term).
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Operating Budgets
The applicant has submitted an incremental operating budget in 2016 dollars, for the first and third years
of operation, summarized below:

Year One Year Three
Revenues $3,023,790 $3,191,778
Expenses
Operating $2,708,053 $2,719,441
Capital 196,390 180,276
Total Expenses $2,904,443 $2,899,717
Net Income $119,347 $292,061
Utilization - Patient Days 5,256 5,548
Cost Per Day $552.60 $522.66

Utilization for the first and third years is 100% Medicare. Expense and utilization assumptions are based
on the historical experience of Nyack Hospital inpatients.

Capability and Feasibility

Project costs of $1,764,440 will be met with a capital lease of $1,587,996 and $176,444 in accumulated
funds from the Nyack Hospital Foundation. BFA Attachment C presents the financial summary of the
Foundation showing sufficient funds.

Working capital of $483,286 based on two months of third year expenses will come from hospital
operations.

The submitted incremental budget indicates a net income of $119,347 and $292,061 during the first and
third years of operation, respectively. The Medicare revenues were based on a blend of DRGs
associated with NH medically complex patients and excess days these patients spent in the Hospital.
The budget appears reasonable.

Nyack Hospital experienced negative working capital, maintained a positive net asset position, and net
loss from operations of $2,206,736 as of November 31, 2015. The applicant indicated that the negative
working capital and net operating losses are due to the following facts:

o Nyack Hospital is a safety net provider with a high percentage of Medicaid, uninsured and Medicaid
dual-eligible patients. Declines in Medicaid reimbursement and volume changes had a negative
impact on net patient revenues, which contributed to the Hospital's net operating losses. BFA
Attachment D is Nyack Hospital's 2014-2015 statistical report, which supports that their payor mix is
predominantly governmental payors. The facility’s Medicaid and uninsured discharges accounted for
40% of all discharges in 2015, which was up from 36% all discharges in 2014.

¢ Nyack Hospital has been working on reducing their working capital deficit by cost savings and
increasing patient revenues. As shown on their 2014 -2015 financials, the working capital deficit has
been reduced by $2,623,505.

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

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

BFA Attachment A Financial Summary of Nyack Hospital- December 31, 2014

BFA Attachment B Financial Summary of Nyack Hospital- November 30, 2015 internals
BFA Attachment C  Financial Summary of Nyack Hospital Foundation-2015 internals
BFA Attachment D  Nyack Hospital Statistical Report
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF

OPPORTUNITY. Of Health

Project # 152356-E
Advanced Surgery Center

Program:
Purpose:

Establishment

Diagnostic and Treatment Center

County: Rockland
Acknowledged: December 16, 2015

Executive Summary

\—

Description

Advanced Surgery Center, LLC d/b/a Advanced
Surgery Center, an existing proprietary Article
28 freestanding ambulatory surgical center
(FASC) located at 150 South Pearl Street, Pearl
River (Rockland County), requests approval for
a two-year extension of their limited life. The
Center is certified as a dual single-specialty
FASC specializing in plastic surgery and
ophthalmology services. The FASC was
approved by the Public Health Council with a
five-year limited life and began operating
effective June 14, 2010.

The applicant is not proposing to add or change
any services, or expand or renovate the facility
in this application.

OPCHSM Recommendation

Contingent Approval of a two-year extension of
the operating certificate from the date of the
Public Health and Health Planning Council
recommendation letter.

Need Summary
Data submission by the applicant, as a
contingency of CON 091059, is complete.

Based on CON 091059, Advanced Surgery
Center projected Medicaid to be 2.0 percent and
charity care at 3.0 percent for Year 3. According
to AHCF cost reports, actual charity care and
Medicaid in Year 3 (2013) was 0 percent,
However, approval of the center's Medicaid
certification was not granted until November
2013.

Upon approval of this CON, Advanced Surgery
Center projects 411 procedures in Year 1, with
2.2 percent Medicaid and 3.2 percent charity
care.

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)

Financial Summary
There are no project costs associated with this
application. The projected budget is as follows:

Revenues  $1,766,023
Expenses 814,288
Net Income $951,785
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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 of atwo-year extension of the operating certificate from the date of the Public Health

and Health Planning Council recommendation letter, contingent upon:

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

aoow

SQ o

Approval conditional upon:

1. The project must be completed within three months 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 submission of quarterly reports to the Department, as prescribed by the related contingency, for
the duration of the limited life approval of the facility. [RNR]

Council Action Date
April 14, 2016
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Need Analysis |

Analysis
The primary service area is Rockland County. The applicant had projected 573 procedures for Year 3 of
the original CON 091059, but performed only 211.

The table below provides a projected and actual breakdown of procedures by payor, as well as
projections for the first year after approval of the current CON.

091059 091059 152356
Projected 2013 2014 Projected
Year 3 (2013) | Actual Actual (Year 1)
Medicare FFS/MC 14.0% 5.2% 6.1% 5.8%
Medicaid FFS/MC 2.0% 0.0% 5% 2.2%
Commercial 30.0% 94.8% 41.1% 39.4%
Private Pay/Other 51.0% 0.0% 51.3% 49.4%
Charity Care 3.0% 0.0% 1.0% 3.2%
Total 100% 100% 100% 100%

Source: Applicants’ annual reports

Per the FASC'’s establishment CON, Medicaid and Charity Care were projected to be 2% and 3%,
respectively, of total procedures in the first and third years of operation. The applicant acknowledges the
annual Medicaid and Charity Care utilization combined has been consistently below 1% and recognizes
that the Center has not reached a desirable level of care to underserved populations during the initial five-
year limited life. The applicant indicated the facility struggled for three years to secure a Medicaid
provider number, which significantly hampered its ability to provide care to Medicaid patients. Staff
verified that a request for Medicaid enrollment was received by the Department on November 11, 2010,
and that the Department notified the Center of their enroliment confirmation (retroactive to

June 14, 2010) via a letter dated November 15, 2013. Due to the delay, the applicant indicated that the
Center has been actively pursuing Medicaid referrals for only two (2) years and was only recently able to
complete the Medicaid managed care plan contracting process that began after it received its Medicaid
provider number.

The applicant indicated that the FASC provided only plastic surgery services throughout its limited life,
with only one surgeon performing the plastic surgery procedures. Although the Center was approved to
add ophthalmology effective February 11, 2014, the service has not been fully implemented. The Center
projects 50 ophthalmology procedures in Year One and 75 in Year Three, and anticipates that this service
will enhance the Center’s ability to attract and care for Medicaid and Charity Care patients. Advanced
Surgery Center, LLC is committed to serving individuals needing care regardless of the source of
payment or the ability to pay.

To improve their efforts in reaching the underserved, the applicant has proposed the following:

e The Center has secured Medicaid managed care contracts with Fidelis Care Plan, Affinity Health Plan
and Hudson Health Plan.

e The Center reaches out on a regular basis to Nyack Hospital and Good Samaritan Hospital in an
effort to obtain reconstructive surgery and ophthalmology Medicaid and Charity Care referrals from
the hospitals’ emergency departments. Copies of the outreach letters have been provided as
documentation.

e The center will be meeting with Refuah Health Center, a Federally Qualified Health Center (FQHC), in
an effort to increase additional underinsured patient referrals to the center.
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Since the passage of the Affordable Care Act, access to healthcare coverage has improved in New York
State, which means fewer people needing traditional charity care. The delay this center faced in being
certified for Medicaid until November 2013 prevented the center from serving this population of patients.
The center has increased their Medicaid utilization to 1.75 percent in 2015. The center also added a
surgeon to provide ophthalmology services, in February 2014. Based upon these circumstances,
approval for an additional two years of limited life is recommended.

Conclusion
Extending the limited life will allow the applicant additional time to reach the underserved population in the
communities of Rockland County.

Recommendation

From a need perspective, contingent approval is recommended, with a two year extension of their
operating certificate.

Program Analysis |

Program Proposal

Advanced Surgery Center, LLC, an existing Article 28 multi-specialty diagnostic and treatment center
certified as a dual single-specialty freestanding ambulatory surgical center, located at 150 South Pearl
Street in Pearl River (Rockland County), requests permission for a two year extension of their operating
certificate (initially granted via CON #091059B).

The Center, accredited by The Accreditation Association for Ambulatory Health Care (AAAHC), provides
surgical services in the areas of plastic surgery and ophthalmology through the use of one procedure
room. At the present time, there are no proposals to add any services, expand or renovate the facility or
change anything about the Center.

Compliance with Applicable Codes, Rules and Regulations

The medical staff will continue to ensure that procedures performed at the facility conform to generally
accepted standards of practice and that privileges granted are within the physician's scope of practice
and/or expertise. The facility’s admissions policy will include anti-discrimination regarding age, race,
creed, color, national origin, marital status, sex, sexual orientation, religion, disability, or source of
payment. All procedures will be performed in accordance with all applicable federal and state codes,
rules and regulations, including standards for credentialing, anesthesiology services, nursing, patient
admission and discharge, a medical records system, emergency care, quality assurance and data
requirements.

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

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

Operating Budget
The applicant has submitted their current year (2014) and their first and third years operating budgets
subsequent to approval (inclusive of ophthalmology services), in 2016 dollars, as shown below:

Current Year Year One Year Three
Revenues:
Medicaid MC $4,264 $38,375 $38,375
Medicare FFS 102,333 142,333 162,333
Commercial FFS 690,748 695,748 698,248
Private Pay 12,792 15,292 14,292
Self- Pay 852,775 852,775 852,775
Total Revenues $1,662,912 $1,744,823 $1,766,023
Expenses:
Operating $594,245 $615,365 $621,626
Capital 192,612 192,612 192,612
Total Expenses $786,857 $807,977 $814,288
Net Income $876,055 $936,846 $951,785
Utilization (Procedures) 394 461 486
Cost Per Procedure $1,997.10 $1,752.66 $1,675.39

Utilization by payor related to the submitted operating budget is as follows:

Current Year (2014) Year One Year Three

Procedures % Procedures % Procedures %
Medicaid MC 1 0.25% 9 1.95% 10 2.06%
Medicare FFS 24  6.09% 64 13.88% 84 17.28%
Commercial FFS 162 41.12% 167 36.23% 170 34.98%
Private Pay 3 0.76% 6 1.30% 5 1.03%
Self-Pay 200 50.76% 200 43.38% 200 41.15%
Charity Care 4  1.02% 15 3.26% 17 3.50%
Total 394 100% 461 100% 486 100%

Capability and Feasibility

There are no project costs associated with this application. The submitted budgets indicate a net income
of $936,846 and $951,785 during the first and third years, respectively. Revenues are based on current
reimbursement methodologies. The budgets are reasonable.

BFA Attachment A is the 2014 certified financial statements of Advanced Surgery Center. As shown, the
entity had a positive working capital position and a positive net asset position in 2014. Also, the entity
achieved a net income of $876,055.

BFA Attachment B is the internal financial statements of Advanced Surgery Center as of September 30,
2015. As shown, the entity had a positive working capital position and a positive net asset position and
achieved a net income of $243,173 through September 30, 2015.

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 Financial Summary - 2014 certified financial statements of Advanced Surgery
Center
BFA Attachment B Financial Summary - internal financial statements of Advanced Surgery Center as of

September 30, 2015
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF

OPPORTUNITY. Of Health

Project # 152289-E
Digestive Disease Center of Central New York, LLC

Program:

Purpose: Establishment

Diagnostic and Treatment Center

County: Onondaga
Acknowledged: November 18, 2015

Executive Summary

\—

Description

Digestive Disease Center of Central New York,
LLC, an existing New York limited liability
company that operates an Article 28
freestanding ambulatory surgery center (FASC)
at 5100 West Taft Road, Liverpool (Onondaga
County), requests approval to modify ownership
of the Center by the withdrawal of one physician
member and the addition of another, to maintain
a total of three members. There will be no
change in services.

Membership interest after the requested change

is as follows:
Proposed
Thomas Romano, MD. 37.5%
Borys Buniak, MD. 37.5%
Sara Mitchell, MD. 25.0%

OPCHSM Recommendation
Approval

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

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 25% ownership
interests is $500,000 and has been paid in full.
No budget analysis was necessary as this is a
25% change in membership, and the Center is
not proposing to change its business model,
which has historically been profitable. The
facility has no outstanding Medicaid liabilities.
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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
April 14, 2016
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Program Analysis |

Project Proposal

Digestive Disease Center of Central New York, LLC, an existing Article 28 single specialty ambulatory
surgery center specializing in gastroenterological procedures, requests approval for the withdrawal of one
physician member and the addition of a new physician member to maintain a total of three members.
Other than the proposed changes in membership, there are no programmatic changes as a result of this
request.

Character and Competence
The proposed new member is Sara H. Mitchell, MD. The following table details the proposed change in
ownership:

Membership Interest
Proposed by this
Member Name Application
Borys Buniak, M.D. 37.50%
Thomas Romano, M.D. 37.50%
Robert Epstein, M.D.
Sara H. Mitchell, M.D. ** 25.0%

**Subject to Character & Competence Review

The new proposed individual member, Sara H. Mitchell, M.D., is a practicing, board-certified Internist who
completed a three year fellowship in gastroenterology and has over ten years of experience. She is
currently on the staff at Digestive Disease Center of Central New York and plans to continue to perform
approximately 1,800 procedures annually

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

Dr. Mitchell disclosed that she has one pending malpractice case.

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

Membership Interest Purchase Agreement
The applicant has submitted an executed Membership Interest Purchase Agreement, as summarized
below:

Date: December 10, 2015
Company/Seller: | Digestive Center of Central New York, LLC members:
Thomas Romano, MD and Borys Buniak, MD

Buyer: Sara Howe Mitchell, MD

Purpose: Purchase of 25 units of membership interests of the Company
Purchase Price: | $500,000

Payment of In consideration for the membership interest, the Buyer has already

Purchase Price: | paid the full purchase price in 2014.

Capability and Feasibility

The purchase price for the 25% ownership interests is $500,000 and has been paid in full. BFA
Attachment A is the personal net worth statement of Sara Mitchell, M.D., which indicates the availability of
funds to pay the purchase price in full.

No budget analysis is necessary as this is a 25% change in membership, and the Center is not proposing
to change its business model, which has historically been profitable. The facility has no outstanding
Medicaid liabilities.

BFA Attachment B is the 2012 through 2014 certified financial statements of Digestive Center of Central
New York, LLC. As shown, the entity achieved an average positive working capital position and an
average positive net asset position from 2012 through 2014. Also, the entity achieved an average net
income of $2,464,856 from 2012 through 2014.

BFA Attachment C is the November 30, 2015 internal financial statements (cash basis) for Digestive
Center of Central New York, LLC. As shown, the entity had a positive working capital position and a
positive net asset position through June 30, 2015. Also, the entity achieved a net income of $2,717,817
through November 30, 2015.

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

Recommendation
From a financial perspective, approval is recommended.

Attachments |

BFA Attachment A Personal net worth statement of new member

BFA Attachment B Financial Summary - 2012 through 2014 certified financial statements of Digestive
Center of Central New York, LLC

BFA Attachment C  Financial Summary — November 30, 2015 internal financial statements of Digestive
Disease Center of Central New York, LLC

|
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF
OPPORTUNITY.

of Health

Project # 161009-B
Star Surgical Suites

Program:
Purpose:

Diagnostic and Treatment Center
Establishment and Construction

County: Nassau
Acknowledged: January 11, 2016

Executive Summary

Description

Star Suites, LLC, a New York limited liability
company, requests approval to establish and
construct an Article 28 freestanding ambulatory
surgery center (FASC). The FASC will be
certified as a single-specialty FASC specializing
in gastroenterology services. The facility will be
housed in 11,900 square feet of leased space in
an existing building located at 623 Stewart
Avenue, Garden City (Nassau County). The
FASC will include four procedure rooms, a pre-
operating area, eight recovery bays, and
requisite support areas. Upon approval, the
FASC will be named Star Surgical Suites, LLC.

The proposed members of Star Suites, LLC and
their ownership percentages are as follows:

Star Suites, LLC
Members %
Sridevi Bhumi, MD 36.50%
Christopher Demetriou, MD 36.50%
Steven Rubin, MD 17.00%
Frontier Health Associates, LLC  10.00%

Frontier Health Associates, LLC is owned by
Jordan Fowler (39.00%), Dr. Oleg Gutnik
(29.25%), Roy Bejarano (29.25%) and Jason
Schifman (2.50%).

Frontier Health Associates, LLC has ownership
interest in ten New York State FASC facilities.
BFA Attachments C and D present the
ownership interests and financial summaries,
respectively, of the proposed members affiliated
FASCs.

OPCHSM Recommendation

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

Need Summary

The procedures to be performed at the FASC
are presently being performed in physicians’
private offices. The applicant projects 3,900
procedures in Year 1, with Medicaid at 3.2% and
charity care at 2.0%.

Program Summary

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

Financial Summary

Total project costs of $4,605,260 will be met
through members’ equity of $460,525 with the
remaining balance of $4,144,735 to be financed
through two bank loans as follows: $2,744,735
over 5 years at 5% interest for leasehold
improvements, and $1,400,000 over 5 years at
4.5% interest for moveable equipment. The
projected budget is as follows:

Year One Year Three
$3,644,864 $3,718,815
$2,662,316 $2,633,943

$982,548 $1,084,872

Revenues
Expenses
Net Income/(Loss)
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Recommendations

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

Office of Primary Care and Health Systems Management

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

recommended, contingent upon:

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

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

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

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

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

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

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

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

9. Submission of a signed 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]

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

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

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

|
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13. Submission of a photocopy of an amended and executed Administrative Service Agreement,
acceptable to the Department. [CSL]

14. Submission of a photocopy of the applicant’'s amended and completed Articles or Organization,
acceptable to the Department. [CSL]

15. Submission of a photocopy of an executed facility contract of sale, deed or lease agreement,
acceptable to the Department. [CSL]

16. Submission of a photocopy of completed and executed Articles of Organization and Operating
Agreement of Frontier Healthcare Associates, LLC, acceptable to the Department. [CSL]

17. Submission of a photocopy of the Billing Services Agreement of the applicant and completed Exhibit
A- Business Associate Agreement, acceptable to the Department. [CSL]

Approval conditional upon:

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

2. 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]

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]

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

8. Construction must start on or before June 1, 2016 and construction must be completed by December
1, 2016, 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. [AER]

Council Action Date
April 14, 2016

|
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Need Analysis |

Project Description

Star Suites, LLC is seeking approval to establish and construct a freestanding ambulatory surgery center
providing single specialty gastroenterology surgery services to be located at 623 Stewart Avenue, Garden
City, 11530, in Nassau County. Upon approval, Star Suites, LLC will change its name to Star Surgical
Suites, LLC.

Analysis

The service area of Nassau County has a total of nine freestanding ambulatory surgery centers: five
multi-specialty and four single-specialty. The table below shows the number of patient visits at ambulatory
surgery centers in Nassau County for 2013 and 2014.

ASC Total Patients | Total Patients

Type Facility Name 2013 2014
Multi Day OP of North Nassau Inc 654 149
Multi Day-OP Center of Long Island Inc 3,952 3,259
Single Endoscopy Center of Long Island, LLC 7,141 7,981
Multi Garden City Surgi Center 5,870 6,035
Single Island Eye Surgicenter LLC 10,396 10,269
Single Long Island Center for Digestive Health, LLC 5,772 6,020
Single Meadowbrook Endoscopy Center 6,617 7,702
Multi Pro Health Ambulatory Surgery Center, Inc 6,595 12,325
Multi South Shore Ambulatory Surgery Center, LLC 5,537 4,646
Total 52,534 58,386

(Source: SPARCS-2015)

There was an 11.1% year-to-year increase in the number of patients served by ambulatory surgery
centers. For the single gastroenterology specialty ASCs, the number of patient visits was 19,530 in 2013
and 21,703 in 2014, also an 11.1% year-to-year increase.

The applicant projects 3,900 procedures in Year 1 and 3,978 in Year 3 based on the current practices of
participating surgeons. The table below shows projected utilization by payor source for Year 1 and Year
3.

Yearl | Yearl | Year 3 Year 3

Volume % Volume %
Commercial Ins 2,968 76.1% 3,027 76.1%
Medicare 730 18.7% 744 18.7%
Medicaid 125 3.2% 127 3.2%
Private Pay 0 0.0% 0 0.0%
Charity Care 77 2.0% 80 2.0%
Total 3,900 | 100.0% 3,978 | 100.0%

The Center has stated that it intends to obtain contracts with the following Medicaid Managed Care plans:
Healthfirst and Fidelis.

The applicant is committed to serving all persons in need without regard to ability to pay or source of
payment. The Center will seek to partner with local community organizations and FQHC's that can refer
gualified uninsured patients to the Center. The Center has an Administrative Service agreement with
Frontier Healthcare Management. Frontier has partnerships with several organizations that include the
following FQHC’s: Community Health Network, Charles B. Wang Center, and Hudson Health Care.
Frontier Healthcare Management will assist the Center in establishing relationships with these
organizations in order to develop referrals for underinsured patients to be treated at the proposed Center.

|
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Conclusion
Approval of this project will bring office-based surgical procedures into an Article 28 regulated setting
serving the same community.

Recommendation
From a need perspective, contingent approval is recommended.

Program Analysis |

Project Proposal

Star Suites, LLC seeks approval to establish and construct a single-specialty ambulatory surgery center
(ASC) specializing in gastroenterological procedures at 623 Stewart Avenue in Garden City (Nassau
County). Upon approval, the ASC will be known as Star Surgical Suites, LLC.

This project consolidates the participating physicians’ three separate, office-based surgical practices into
a single, regulated Article 28 location, thus providing a measure of compliance with the latest standards of
safe health care delivery at a location that is convenient and accessible for the surrounding community.

Proposed Operator Star Suites, LLC
Doing Business As Star Surgical Suites, LLC
Site Address 623 Stewart Avenue
Garden City New York 11530 (Nassau County)
Surgical Specialties Single Specialty: Gastroenterology
Operating Rooms 0
Procedure Rooms 4 (Class A)
Hours of Operation Monday through Friday from 7:00 a.m. to 5:00 p.m. (Weekend

and/or evening procedures will be available, if needed, to
accommodate patient scheduling issues.)
Staffing (15! Year / 3" Year) 16.5 FTEs / 16.5 FTEs

Medical Director(s) Christopher Demetriou, M.D.

Emergency, In-Patient and | Will be provided by

Backup Support Services South Nassau Communities Hospital

Agreement and Distance 6.2 miles / 20 minutes

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

call physician.

Character and Competence
The members of the LLC are:

Name Membership

Individual Physician Members 90%

Sridevi Bhumi, M.D. (36.50%)

Christopher Demetriou, M.D. (36.50%),

Medical Director

Steven Rubin, M.D. (17.00%)

Frontier Healthcare Associates, LLC 10%
Jordan Fowler (39.00%)
Oleg Gutnik, M.D. (29.25%)
Roy Bejarano (29.25%)
Jason Schifman (2.5%)
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Three individual physician members, each of whom are practicing surgeons, board-certified in
gastroenterology, hold a 90% membership interest. The remaining 10% membership interest is held by
Frontier Healthcare Associates, LLC, an ambulatory endoscopy center development and management
company comprised of four individual members.

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

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

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

Integration with Community Resources

The Center plans to work closely with its patients to educate them on the availability of primary care
services offered by local providers, including the broad array of services offered by South Nassau
Communities Hospital (the Center’s back-up hospital). A formal outreach program will be developed to
inform members of the local community, including local physicians, of the services available and benefits
derived from outpatient gastroenterology treatment.

The Center plans on utilizing an electronic medical record (EMR) and would consider participating in a
Regional Health Information Organization (RHIO) with the capability for clinical referral and event
notification. In addition, patients will be treated on the basis of need for gastroenterology procedures,
without discrimination due to ability to pay. The Center will use a sliding fee scale and is committed to
providing care for those who are uninsured or unable to pay.

Recommendation
From a programmatic perspective, contingent approval is recommended.

|
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Financial Analysis |

Lease Rental Agreement
The applicant submitted a draft lease for the proposed site, as summarized below:

Premises: | Approximately 11,900 gross square feet in an existing building located at 623 Stewart
Avenue, Garden City , (Nassau County), NY
Landlord: SiriShield, LLC.

Lessee: Star Suites, LLC.
Term: 15 years with two (2) five- year renewal options
Rental: $357,000 annually ($29,750 /month or $30 per sq. ft.) with a 1% annual rate increase

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

SiriShield, LLC is owned by three proposed Star Suites, LLC members—Dr. Christopher Demetriou
(33.34%), Dr. Sridevi Bhumi (33.33%) and Dr. Steven Rubin (33.33%). The applicant provided an
affidavit stating that, in terms of economic relationship, the lease will be treated as an arm’s length
arrangement. However, the Department deems the lease agreement to be non-arm’s length. The
applicant submitted letters from two NYS licensed realtors attesting to the rent being of fair market value.

Administrative Services Agreement

The applicant submitted a draft Administrative Services Agreement with Frontier Healthcare Management
Services, LLC, summarized below:

Facility/Operator: Star Suites, LLC.

Administrator: Frontier Healthcare Management Services, LLC.
Administrator Fee: | $130,000 annual fee with a 1.5% annual increase
Term: 2 years with unlimited automatic (1) year renewals.

Service Provided: | All administrative services as detailed in the administrative services agreement,
which includes: staffing/scheduling; accounting; ordering/purchasing; compliance
with policies and procedures, and medical staff By-laws/rules; medical staff
application and credentialing; accreditation; physical plant/materials management;
nursing and administration.

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.

There is a common ownership between one of the applicant members and the administrative service
agreement provider. Frontier Healthcare Management Services, LLC is a wholly owned subsidiary of
Frontier Health Associates, LLC.

Billing Services Agreement

The applicant submitted a draft Billing Services Agreement with Frontier Healthcare Billing Services, LLC,
summarized below:

Facility/Operator: Star Suites, LLC.

Administrator: Frontier Healthcare Billing Services, LLC.

Billing Fee: $22.50 per technical and professional claim processed with an annual cost of living
increase of 1.5%

Term: 2 years with unlimited automatic one-year renewals.

Service Provided: | Claims processing and accounts receivable management services

|
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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.

There is a common ownership between one of the applicant members and the billing service agreement
provider. Frontier Healthcare Billing Services, LLC is a wholly owned subsidiary of Frontier Health
Associates, LLC.

Total Project Cost and Financing
Total project costs, estimated at $4,605,260, are broken down as follows:

Renovation & Demolition $2,079,085
Design Contingency $207,908
Construction Contingency 207,908
Architect/Engineering Fees 104,000
Construction Manager Fees 52,000
Other Fees 384,831
Movable Equipment 1,456,000
Interim Interest Expense 86,349
CON Application Fee 2,000
CON Processing Fee 25,179
Total Project Cost $4,605,260

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

The applicant’s financing plan appears as follows:

Cash Equity (Applicant) $460,525
Bank Loan for Leasehold Improvements (5% for a 5-year term) $2,744,735
Bank Loan for M/E (4.50% for a 5-year term) $1,400,000
Total $4,605,260

JP Morgan Chase Bank has provided a letter of interest for both loans at the stated terms.

Operating Budget
The applicant has submitted their first and third year operating budgets, in 2016 dollars, as summarized
below:

Year One Year Three
Per Procedure Total Per Procedure Total

Revenues

Medicaid $677.65 $132,141 $677.31 $134,784

Medicare $778.55 $568,338 $779.17 $579,704

Commercial $1,016.01 $2,944,385 $1,016.35  $3,004,327
Total Revenues $3,644,864 $3,718,815
Expenses

Operating $404.83 $1,578,834 $409.31  $1,628,225

Capital $277.82 $1,083,482 $252.82  $1,005,718
Total Expenses $682.65 $2,662,316 $662.13  $2,633,943
Net Income or (Loss) $982,548 $1,084,872
Utilization (procedures) 3,900 3,978
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Utilization by payor source for the first and third years is anticipated as follows:
Year One  Year Three

Medicaid 5.00% 5.00%
Medicare 18.72% 18.70%
Commercial 74.31% 74.31%
Charity 1.97% 1.99%
Total 100.00% 100.00%

The following is noted with respect to the submitted budget:

e Revenue assumptions are based on current and projected Federal and State government
reimbursement rates, with commercial payor rates reflecting adjustments based on experience in the
region. The applicant indicated that 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 Utilization projections are based on the current caseloads of Drs. Bhumi, Demetriou and Rubin who
are board-certified gastroenterologists. The applicant indicated that none of the projected procedures
would come from any hospital. The procedures are currently being performed in the physicians’
private office-based practices, which are located in the same community that the FASC will serve.
Each physician has submitted letters in support of their utilization projections.

o 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 The breakeven point is approximately 73.05% of the projected utilization or 2,849 procedures in year
one, and 78.84% or 2,818 procedures in year three.

The budgets are reasonable.

Capability and Feasibility
The total project cost of $4,605,260 will be satisfied by the proposed members’ equity contribution of
$460,525 with the balance of $4,144,735 to be financed at the above stated terms.

Working capital requirement is estimated at $438,080 based on two months of third year expenses. The
applicant has submitted a letter of interest from JP Morgan Chase to finance $219,040 of the working
capital with loan for a 5-year term at an estimated 4% interest rate. The remaining $219,040 will be
provided from the proposed members’ own financial resources. BFA Attachment A is the net worth
statements of the applicant members, which indicates sufficient liquid resources to meet the equity and
working capital requirements. BFA Attachment B is Star Suites, LLC’s pro-forma balance sheet that
shows operations will start with $679,566 in equity.

Star Suites, LLC projects net income of $982,548 and $1,084,872 in the first and third years, respectively.
Revenues for Medicare and Medicaid are based on current and projected reimbursement rates for the
respective payors. The payment rates for commercial payors were estimated at 150% of the Medicaid
case rate. The budgets are reasonable.

The applicant recognizes the need to address the eventual change over to Managed Care Organizations.
They are not yet in a position to execute and negotiate contracts or letters of intent with MCOs at this
time, but plan on contracting with Affinity Health Plans and Healthfirst, upon approval of this application.

BFA Attachment D is the financial summaries of the proposed members’ affiliated D&TCs, which shows
the facilities have maintained an average positive net asset position, positive working capital position and
a positive income from operations for the period shown, with the exception of Long Island Digestive
Endoscopy Center. Long Island Digestive had a negative working capital position due to the financial
statements being presented on a cash basis, which excluded the Accounts Receivable of $3,089,989.
Including the Accounts Receivable, the facility would have had a positive working capital position.

|
Project #161009-B Exhibit Page 9



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
BFA Attachment B
BFA Attachment C
BFA Attachment D

Personal Net Worth Statement of Proposed Members of Star Suites, LLC

Pro Forma Balance Sheet of Star Suites, LLC

Frontier Health Associates ownership interest in other NYS FASC facilities
2013-2014 Certified and 2015 internal financial statements for affiliated NYS FASC
facilities.
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF

OPPORTUNITY. Of Health

Project # 161001-B
Northern Medical Center, Inc.

Program:
Purpose:

Diagnostic and Treatment Center
Establishment and Construction

County: Orange
Acknowledged: January 12, 2016

Executive Summary

\—

Description

Northern Medical Center, Inc. (NMC), an
existing not-for-profit corporation, requests
approval to establish and construct an Article 28
diagnostic and treatment center (D&TC) to be
located in leased space at 14 Jason Place,
Middletown (Orange County). The D&TC will
occupy approximately 10,000 square feet of
space on one floor of the building.

The applicant intends to provide internal
medicine, family medicine, pediatrics, physical
therapy, psychiatry, acupuncture, herbal
medicine, and integrative medicine. The stated
purpose of the D&TC is to provide culturally and
linguistically sensitive primary care services
through innovative approaches that treat the
entire person utilizing best practices from
allopathic medicine, traditional Chinese
Medicine and other integrative approaches.

OPCHSM Recommendation
Contingent Approval

Need Summary

Proposed services to be certified are: Medical
Services-Primary Care, Medical Services-Other
Medical Specialties and Dental Services. The
applicant projects 4,901 visits for Year 1.

Program Summary

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

Financial Summary

Project costs of $1,647,823 will be met as
follows: Fundraising of $108,522 and Equity of
$1,539,301 via the landlord. The projected
budget is as follows:

Revenues $3,442,169
Expenses 3,217,850
Excess of Revenues $224,319

over Expenses
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Recommendations

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

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

1.

11.

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

Submission of documentation of contributions to be used as the source of financing, acceptable to the
Department. [BFA]

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

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

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

Submission of proof of site control, acceptable to the Department. [CSL]

Submission of a photocopy of the Board Resolution adopting the applicant's bylaws, acceptable to the
Department. [CSL]

Submission of a photocopy of the applicant's executed and amended bylaws, acceptable to the
Department. [CSL]

Submission of the applicant's updated organizational chart, acceptable to the Department. [CSL]

. Submission of a photocopy of the applicant's Medical Director's agreement, acceptable to the

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

Approval conditional upon:

1.

wn

ook

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

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

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

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

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

Construction must start on or before May 1, 2016 and construction must be completed by November
1, 2016, 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. [AER]

Council Action Date
April 14, 2016
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Need Analysis |

Background and Analysis

The primary service area of the proposed facility encompasses Middletown, Otisville and Cuddebackville
in Orange County, which includes the zip codes of 10940, 10963 and 12729. The secondary service area
includes all of Orange County. The population of Orange County in 2010 was 372,813. Per projection
data from the Cornell Program on Applied Demographics, the population of Orange County is estimated
to grow to 413,327 by the year 2025.

The Middletown Service Area is designated a Medically Underserved Area/Population (Source-HRSA):

Prevention Quality Indicators-PQIls

PQIs are rates of admission to the hospital for conditions for which good outpatient care can potentially
prevent the need for hospitalization, or for which early intervention can prevent complications or more
severe disease.

The table below shows that the PQI rates are significantly higher for the service area than for New York
State as a whole.

Hospital Admissions per 100,000 Adults for Selected PQIs
PQI Rates-2014 | Service Area’| New York State
All 2,216 1,387

Source: DOH Health Data, 2015
LIncludes zip codes: 10940, 10963 and 12729

The number of projected visits is 4,901 for Year 1 and 18,859 for Year 3.

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

Conclusion
Approval of this project will provide additional access to primary care services, dental and specialty
medical services to Middletown and the surrounding communities of Orange County.

Recommendation
From a need perspective, approval is recommended.

|
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Program Analysis |

Project Proposal
Northern Medical Center, Inc. (NMC) requests approval to establish and construct a not-for-profit Article
28 diagnostic and treatment center at 14 Jason Place in Middletown (Orange County).

NMC intends to provide culturally and linguistically sensitive primary care medicine through innovative
approaches that treat the entire person and utilize the best practices from allopathic medicine, as well as
from traditional Chinese medicine and other integrative approaches. The facility will offer internal and
pediatric medicine, physical therapy, acupuncture and herbal medicine, psychiatry, and integrative
medicine. Additionally, NMC plans to offer education programs on health promotion and disease
prevention to the local community.

Proposed Operator Northern Medical Center, Inc.

Site Address 14 Jason Place
Middletown, NY (Orange County)

Services Medical Services — Primary Medical
Medical Services — Other Medical Specialty
Dental

Hours of Operation Monday 1 pm — 5 pm, and earlier by appointment

Tuesday through Thursday 9 am to 7 pm

Friday 9 am — 5 pm

Saturday 9 am — 1 pm, and later by appointment
Staffing (15 3" Year) 10.2 FTEs/ 26.4 FTEs

Medical Director(s) Damon J. Noto, MD

Emergency, In-Patient and | Expected to be provided by

Backup Support Services Orange Regional Medical Center

Agreement and Distance 5 miles/ 15 minutes away

Character and Competence
The proposed initial Board of Directors for Northern Medical Center is:

Name

Yiyuan Joseph Zhao, PhD
Viviana Galli, MD

Cynthia Z. Liu, MD

Y. Joseph Zhao, PhD, is the Senior Vice President of Fei Tian College. He received his PhD from
Stanford University in 1989 and was a tenured full professor at the University of Minnesota before joining
Fei Tian College in 2012, where he now serves as Senior Vice President. In that role, his responsibilities
include obtaining accreditation for the college, strategic planning and fundraising. The experience and
skills honed in that position share many similarities with the process for healthcare facility accreditation.
Prior to his current administrative position, Dr. Zhao specialized in computer modeling of dynamic
systems, optimization of system operations, and data analysis. Dr. Zhao also has extensive experience
in the operations of non-profit organizations.

Viviana Galli, MD, is a board-certified psychiatrist with more than 20 years of experience in child,
adolescent, adult, and adult substance abuse in university, military, and community health settings. Dr.
Galli obtained her MD degree from the University of Buenos Aires, Facultad de Medicina in 1980. Dr.
Galli has served as the Medical Director of Outpatient Drug and Alcohol Services at the Blanchfield Army
Community Hospital, Ft. Campbell, and Medical Director of the Inpatient Mental Health Unit and New
Directions at the Bon Secours Community Hospital. Dr. Galli is also a certified acupuncturist and holds a
Suboxone certificate. Currently, she practices child, adolescent, and adult psychiatry for the Orange
County Mental Health Clinic in Port Jervis, NY.

|
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Cynthia Z. Liu, MD, PhD, is a board certified pathologist, and has been the Assistant Director of the
Hematopathology and Molecular Pathology Laboratories at New York University (NYU) Langone Medical
Center since 2004, in charge of daily operations. Previously, Dr. Liu served as the Director of Flow
Cytometry Laboratory at Bellevue Hospital Center. Since September 2011, she has been the Director of
Hematopathology Fellowship, in the Department of Pathology at Langone Medical Center, where she
played a leading role in obtaining program accreditation. For the past six years, she has been the
primary person responsible for NYU Hematopatholoav Quality Assurance. Additionally, since June 2015,
she has served as the Medical Director of NeoGenomics Laboratories in Kingston, New York.

Disclosure information was similarly submitted and reviewed for the Medical Director, Damon J. Noto,
MD. Dr. Noto will also serve as the Administrator of the Center. Dr. Noto is a practicing physician who
was educated at the Mount Sinai School of Medicine and completed a completed a Spine and Joint
Fellowship at New England Baptist Hospital. He is dually board certified in Pain Medicine and Physical
Medicine and Rehabilitation and has owned and managed a private practice, The Spine and Joint Center,
in Hackensack, New Jersey for over eight (8) years. Dr. Noto's advanced studies include anti-aging
medicine, nutrition, exercise and training in acupuncture and traditional Chinese medicine. Dr. Noto
disclosed one open malpractice case.

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

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

Recommendation
From a programmatic perspective, contingent approval is recommended.

Financial Analysis |

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

Premises: 10,000 square feet located at 14 Jason Place, Middletown, New York.

Lessor: Fei Tian College

Lessee: Northern Medical Center, Inc.

Term: 5 years with a one five-year renewal option, plus one additional five-year renewal option
Rental: $120,000 ($12.00 per sq. ft.) in year one with a 3% increase each year thereafter
Provisions: | The lessee shall be responsible for utilities, real estate taxes and maintenance

The applicant has submitted an affidavit indicating that the lease arrangement will be a non-arm’s length
lease arrangement. The landlord and the tenant have a pre-existing relationship in that a member of the
Board of Directors is an administrator of the college. The applicant has submitted letters from two NYS
licensed realtors attesting to the reasonableness of the per square foot rental.

|
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Total Project Cost and Financing
Total project cost, which is for renovations and the acquisition of moveable equipment, is estimated at
$1,647,823, further broken down as follows:

Renovation and Demolition $1,303,641
Site Development 73,680
Temporary Utilities 8,363
Asbestos Abatement or Removal 4,658
Design Contingency 4,560
Construction Contingency 97,867
Fixed Equipment 26,000
Other Fees (Consultant) 13,500
Moveable Equipment 84,019
Telecommunications 20,532
CON Fee 2,000
Additional Processing Fee 9,003
Total Project Cost $1,647,823

Project costs are based on a construction start date of October 1, 2016, and a six-month construction
period.

The applicant’s financing plan appears as follows:

Fundraising $108,522
Equity (Landlord) 1,539,301
Total $1,647,823

Department staff has reviewed documentation provided by the landlord, which indicates sufficient equity.

Operating Budget
The applicant has submitted an operating budget, in 2016 dollars, during the first and third years of
operation, summarized below:

Year One Year Three
Per Visit Total Per Visit Total

Revenues $132.30  $1,795,358 $130.71  $3,442,169
Expenses

Operating $106.41  $1,443,993 $115.38  $3,038,644

Capital $10.85 147,217 $6.80 179,206
Total Expenses $117.26  $1,591,210 $122.18  $3,217,850
Excess of Revenues over Expenses $204,148 $224,319
Utilization (Visits) 13,570 26,335
Utilization broken down by payor source during the first and third years is as follows:

Year One Year Three

Medicaid Managed Care 11.0% 13.0%
Medicaid Fee For Service 5.0% 3.0%
Medicare Managed Care 7.0% 10.0%
Medicare Fee For Service 3.0% 3.0%
Commercial Managed Care 30.0% 30.0%
Commercial Fee For Service 23.0% 20.0%
Private Pay 20.0% 20.0%
Charity Care 1.0% 1.0%
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Expense and utilization assumptions are based on the demographic analysis of patient need in the
proposed service area and the associated staffing requirements needed to address these needs.

The payer mix is consistent with the demographics of the area.

Capability and Feasibility

Project costs of $1,647,823 will be met as follows: Equity (Landlord) of $1,539,301 and Fundraising of
$108,522. The applicant has submitted bank account records of the landlord, Fei Tian College, which
indicates the availability of sufficient funds for the equity contribution. The applicant has not received any
proceeds relative to the fundraising. As a contingency of approval, the applicant must submit
documentation acceptable to the Department of Health, of contributions to be used as the source of
financing.

Working capital requirements are estimated at $536,308, which is equivalent to two months of third year
expenses. The applicant will meet the working capital requirements via equity via a pledge from Dragon
Springs Buddhist, Inc. The applicant provided an executed pledge agreement that states that Dragon
Springs Buddhist, Inc. is committed in providing the funds. The applicant has submitted bank accounts
records of Dragon Springs Buddhist, Inc. indicating sufficient funds for the equity contribution. BFA
Attachment A is the pro forma balance sheet of Northern Medical Center, Inc. as of the first day of
operation, which indicates a positive net asset position of $644,830.

The submitted budget indicates an excess of revenues over expenses of $204,148 and $224,319 during
the first and third years, respectively. Revenues are based on current reimbursement methodologies for
primary care services. The submitted budget appears reasonable.

Subject to the noted contingencies, the applicant has demonstrated the capability to proceed in a financial
feasible manner.

Recommendation
From a financial perspective, contingent approval is recommended.

Attachments |

BFA Attachment A Pro Forma Balance Sheet of Northern Medical Center, Inc.

|
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF
OPPORTUNITY.

of Health

Project # 152263-B
USRC West Cheektowaga, LLC d/b/a U.S. Renal Care West
Cheektowaga Dialysis

Program:
Purpose:

Diagnostic and Treatment Center
Establishment and Construction

County: Erie
Acknowledged: November 4, 2015

Executive Summary

Description

USRC West Cheektowaga, LLC d/b/a U.S.
Renal Care West Cheektowaga Dialysis, a New
York limited liability company, requests approval
to establish and construct a 13-station Article 28
end-stage renal dialysis (ESRD) center. The
proposed center will occupy 6,900 square feet of
space located at 2861 Harlem Road,
Cheektowaga (Erie County). The applicant will
lease the space from Benderson Harlem
Associates, L.P. pursuant to an arm’s length
lease agreement. The center will provide only
outpatient hemodialysis service.

The proposed members of USRC West
Cheektowaga, LLC and their ownership interests

are:
U.S. Renal Care, Inc. (USRC) 55%
LEDP I, LLC 45%

Heather Wheat, M.D. (20%)

Kristen Matteson, M.D. (20%)
Arundathi Namassivaya, M.D. (20%)
Richard Steinacher, M.D. (20%)
Maria C.V. Del Castillo, M.D. (20%)

U.S. Renal Care, Inc. currently has indirect
ownership in the following three New York
ESRD centers located in Erie County: USRC
Cheektowaga, Inc. d/b/a U.S. Renal Care
Cheektowaga Dialysis (13 stations); USRC
Tonawanda, Inc. d/b/a U.S. Renal Care
Tonawanda Dialysis (13 stations); and USRC

Williamsville, Inc. d/b/a U.S. Renal Care
Williamsville Dialysis (13 stations).

OPCHSM Recommendation
Contingent Approval

Need Summary

There is currently an unmet need for 42 chronic
dialysis stations in Erie County; this project
would meet some of the unmet need for dialysis
services.

Program Summary

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

Financial Summary

The total project costs of $1,818,147 will be met
with $181,815 of members’ equity, $345,000 via
a landlord contribution, and an intercompany
loan from USRC for $1,291,332 at an interest
rate of prime (3.50% as of February 5, 2016)
with a five-year term. The projected budget is
as follows:

Year Three
Revenue $2,236,175
Expenses $2,082,571
Net Income $153,604
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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.

11.

12.

13.

14.

15.

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

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

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

Submission of an executed intercompany revolving credit agreement, 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 receipt of the construction allowance payment from the Landlord,
acceptable to the Department of Health. [BFA]

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

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

. Submission of the applicant's amended and executed operating agreement, acceptable to the

Department. [CSL]

Submission of a copy of the applicant's amended and executed Medical Director Agreement,
acceptable to the Department. [CSL]

Submission of a copy of the applicant's amended and executed Administrative Service Agreement,
acceptable to the Department. [CSL]

Submission of a copy of the applicant's amended and executed Company Agreement, acceptable to
the Department. [CSL]

Submission of an amended and executed Operating Agreement of LEPD, I, LLC, acceptable to the
Department. [CSL]

Submission of an amended and executed by-laws of U.S. Renal LEDP, IlI, LLC, acceptable to the
Department. [CSL]

Approval conditional upon:

1.

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

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

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

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

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

Construction must start on or before 06/06/2016 and construction must be completed by 10/07/2016,
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. [AER]
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7. The applicant is required to submit Final Construction Documents, as described in BAER Drawing
Submission Guidelines DSG-05, prior to the applicant’s start of construction for record purposes.
[AER]

Council Action Date
April 14, 2016

|
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Need Analysis |

Analysis

The population of Erie County in 2014 was 922,835. The table below shows the portion of the County
population belonging to two groups statistically more likely to need end stage renal dialysis and compares
it with the rest of the State.

Erie County | New York State
Ages 65 and over: 16.5% 14.7%
Non-white: 23.6% 43.5%

Source: U.S. Census 2014

Capacity

The Department’s methodology to estimate capacity for chronic dialysis stations is specified in Part 709.4

of Title 10 and is as follows:

e One free standing station represents 702 projected treatments per year. This is based on the
expectation that the center will operate 2.5 patient shifts per day at 6 days per week, which is 15
patients per week, per station [(2.5 x 6) x 52 weeks] equals 780 treatments per year. Assuming a
90% utilization rate based on the expected number of annual treatments (780), the projected number
of annual treatments per free standing station is 702. The estimated average number of dialysis
procedures each patient receives from a free standing station per year is 156.

e One hospital based station represents 499 projected treatments per year. This is based on the
expectation that the hospital will operate 2.0 patient shifts per day at 6 days per week, which is 12
patients per week, per station [(2 x 6) x 52 weeks] equals 624 treatments per year. Assuming an 80%
utilization rate based on the expected number of annual treatments (624), the projected number of
annual treatments per hospital station is 499. One hospital based station can treat 3 patients per
year.

o Per Department policy, hospital-based stations can treat fewer patients per year. Statewide, the
majority of stations are free standing, as are the majority of applications for new stations. As such,
when calculating the need for additional stations, the Department bases the projected need on
establishing additional free standing stations.

e There are currently 216 free-standing chronic dialysis stations operating in Erie County and 13 in
pipeline for a total of 229.

e Based upon DOH methodology, the 216 existing free standing stations in Erie County could treat a
total of 972 patients annually. Including the additional 13 pipeline stations, the county could treat a
total of 1,030 patients annually.

Need Projections

Actual Projected

Erie County Residents 2014 2015 2019
Need projected 5 years out from Total Patients | Total County | Total Patients | Total County
most current IPRO data available for Treated in Residents in Treated in Residents in
Patients Treated in County County Treatment County?! Treatment!

1,320 1,219 1,531 1,372
Free-Standing Dialysis Stations 2014 2015 2019
A | Stations Required to Treat? 294 271 341 305
B | Existing Stations 216 216 216 216
C | Stations In Pipeline 13 13 13 13
D | Stations Requested this CON 13 13 13 13
E | w/Approval of This CON (B+C+D) 242 242 242 242
F | Unmet Need With Approval (A-E) 52 29 99 63

1Based upon an estimated 3% accrued annual increase
2Based upon DOH methodology (total patients/4.5)
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The data in the first row, "Free Standing Stations Needed," comes from the DOH methodology of each
station being able to treat 4.5 patients, and each hospital station being able to treat 3 patients annually.
The data in the next row, "Existing Stations," comes from the Department’s Health Facilities Information
System (HFIS). "Unmet Need" comes from subtracting needed stations from existing stations. Patient and
resident data are from IPRO.

The applicant estimates that the facility will provide 2,151 chronic renal dialysis treatments in Year 1 and
6,406 dialysis treatments in Year 3 of operations.

Conclusion

This project will increase the number of approved free-standing dialysis stations in Erie County from 229
to 242. The additional stations will help to reduce the unmet need for dialysis services among County
residents.

Recommendation
From a need perspective, approval is recommended.

Program Analysis |

Project Proposal

USRC West Cheektowaga, LLC dba U.S. Renal Care West Cheektowaga Dialysis, an existing limited
liability company, seeks approval to establish and construct a 13-station chronic renal dialysis center at
2861 Harlem Road in Cheektowaga (Erie County).

Proposed Operator USRC West Cheektowaga, LLC
Doing Business As U.S. Renal Care West Cheektowaga Dialysis
Site Address 2861 Harlem Road

Cheektowaga, NY 14225 (Erie County)
Approved Services Chronic Renal Dialysis (13 Stations)

Shifts / Hours / Schedule Hours: 6:00 am to 8:00 pm

Initially, clinic will be open 3 days/week (Monday/Wednesday/Friday).
By the end of Year 2, the clinic anticipates to expand to 6 days/week
(Tuesday/Thursday/Saturday)

Staffing (1% Year / 3" Year) |7.5 FTEs increasing by 4.0 FTEs by the third year of operation
Medical Director(s) Maria Concepcion V. Del Castillo, M. D.

Emergency, In-Patient and | Expected to be provided by Catholic Health- Kenmore Mercy Hospital
Backup Support Services 8.98 miles / 15 minutes away

Agreement and Distance

Character and Competence
The members of USRC West Cheektowaga, LLC are as follows:

Name Membership Interest
U.S. Renal Care, Inc. 55.0%

Directors & Officers

J. Christopher Brengard

Stephen M. Pirri

Thomas L. Weinberg

James D. Shelton

David P. Eldridge
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LEDP I, LLC 45.0%

Heather Wheat, MD, manager (20%)
Kristen Matteson, MD, manager (20%)
Arundathi Namassivaya, MD (20%)
Richard Steinacher, DO (20%)

Maria Concepcion V. Del Castillo, MD  (20%)

Disclosure information was also submitted and reviewed for the Medical Director. Dr. Maria Concepcion
V. Del Castillo is board-certified in Internal Medicine and Nephrology and has extensive experience with
the renal population. Dr. DelCastillo completed a Fellowship in Nephrology at North Shore University
Hospital (Manhasset) and has admitting privileges at Millard Filmore Hospital, Kenmore Mercy Hospital,
South Buffalo Mercy Hospital and Degraff Memorial Hospital.

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

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

The members of LEDP I, LLC disclosed the following: In March 2007, Nephrology Associates of WNY,
LLP became aware of a billing error involving the drug Aranesp. The Group investigated the billing error
and completed a full audit. Subsequently, the Group self-reported to Medicare through the (Buffalo area)
US Attorney General's Office and the matter was settled.

The officers of U.S. Renal Care (USRC) disclosed that U.S. Renal Care acquired Dialysis Corporation
(DCA) in June 2010, however, in February 2010, DCA had been subpoenaed by the Office of the
Inspector General of the U.S. Department of Health and Human Service (OIG) with respect to an
investigation relating to alleged improper Medicare and Medicaid billing at certain DCA clinics. The
investigation related to two qui tam suits with the Department of Justice and private litigants. USRC
denied any impropriety or liability by DCA in both cases, but determined that it should settle those cases
with the government and private litigants which it did in May 2013 and September 2014. Both suits have
been dismissed. No non-DCA facilities owned by USRC were involved in the investigations and litigation.

Star Ratings - Dialysis Facility Compare (DFC)

The Centers for Medicare and Medicaid Services (CMS) and the University of Michigan Kidney
Epidemiology and Cost Center have developed a methodology for rating each dialysis facility which may
be found on the Dialysis Facility Compare (DFC) website as a “Star Rating.” The method produces a final
score that is based on quality measures currently reported on the DFC website and ranges from 1 to 5
stars. A facility with a 5-star rating has quality of care that is considered 'much above average' compared
to other dialysis facilities. A 1- or 2- star rating does not mean that a facility provides poor care. It
indicates only that measured outcomes were below average compared to other facilities. Star ratings on
DFC are updated annually to align with the annual updates of the standardized measures.

The DFC website currently reports on nine measures of quality of care for facilities. The measures used in
the star rating are grouped into three domains by using a statistical method known as Factor Analysis.
Each domain contains measures that are most correlated. This allows CMS to weight the domains rather
than individual measures in the final score, limiting the possibility of overweighting quality measures that
assess similar qualities of facility care.

|
Project #152263-B Exhibit Page 6



To calculate the star rating for a facility, each domain score is calculated by averaging the normalized
scores for measures within that domain. A final score between 0 and 100 is obtained by averaging the
three domain scores (or two domain scores for peritoneal dialysis-only facilities). Finally, facilities are

awarded stars as delineated below.

Facilities with the top 10% final scores are given 5 stars.
Facilities with the next 20% highest final scores are given 4 stars.
Facilities within the middle 40% of final scores are given 3 stars.
Facilities with the next 20% lowest final scores are given 2 stars.
Facilities with the bottom 10% final scores are given 1 star.

U.S. Renal Care, Inc. operates over 190 dialysis centers in the nation and has indirect ownership in three

centers located in New York State’s Erie County. As USRC will have a 55% membership interest in
USRC West Cheektowaga, the Star Ratings for USRCs New York facilities are noted below. (A
comprehensive list of Star Ratings for all USRC-operated centers is provided in HSP Attachment A.)

New York Facilities operated by
U.S. Renal Care (USRC)

(Refer to HSP Attachment A for a list
of all of USRCs dialysis centers.)

USRC Cheektowaga, Inc. d/b/a
U.S. Renal Care Cheektowaga Dialysis

2875 Union Rd Suite 13 C/D
Cheektowaga NY 14225

Y8 ee

USRC Williamsville, Inc. d/b/a
U.S. Renal Care Williamsuville Dialysis

7964 Transit Rd Suite 8-A
Williamsville NY 14221

Wi e e

USRC Tonawanda, Inc. d/b/a
U.S. Renal Care Tonawanda Dialysis

3161 Eggert Rd
Tonawanda NY 14150

wriririr @

(Information retrieved from http://www.medicare.gov/dialysisfacilitycompare/# on 3/4/16)

Recommendation

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

From a programmatic perspective, contingent approval is recommended.

Financial Analysis |

Total Project Costs and Financing
Total project costs for renovation and moveable equipment are estimated at $1,818,147 broken down as
follows:

Renovation & Demolition $1,126,750
Design Contingency $6,900
Construction Contingency $112,675
Architect/Engineering Fees $69,000
Movable Equipment $447,546
Telecommunications $43,342
CON Fee $2,000
Additional Processing Fee $9,934
Total Project Cost $1,818,147

Project costs are based on a construction start date of June 6, 2016, with a four-month construction

period.

The landlord is contributing $345,000 toward construction of the center for building improvements related

to demolition and renovation. The costs for bringing the center online will be borne as follows:
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The applicant’s financing plan appears as follows:

Equity $181,815
Intercompany Loan (prime [3.5% at 2/4/16], 5-year term) $1,291,332
Landlord financed portion (construction allowance) $345,000
Total $1,818,147

Equity of $181,815 will be provided from the proposed members as follows: $99,998 from USRC, and
$81,817 from LEDP II, LLC. USRC has provided a letter of interest for the Intercompany Loan. The
landlord, Benderson Harlem Associates, L.P., has provided for a $345,000 construction allowance in the
lease agreement to cover part of the demolition and renovation costs associated with this project.

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

Date: October 21, 2015
Premises: |6,900 sq. ft. in a building located at 2861 Harlem Road, Cheektowaga, NY
Lessor: Benderson Harlem Associates, L.P.
Lessee: USRC West Cheektowaga, LLC
Term: 10 years
Rental: Years 1-5: $151,800 per year ($12,650 per month, $22 per sq. ft.)
Years 6-10: $165,600 per year ($13,800 per month, $24.03 per sq. ft.)
Provisions: | The lessee shall be responsible for maintenance, utilities and real estate taxes.

An affidavit has been submitted stating that the lease is an arm’s length lease. The applicant submitted
letters from two NYS licensed realtors attesting to the reasonableness of the per square foot rental.

Administrative Services Agreement
The applicant submitted a draft administrative services agreement (ASA), as summarized below:

Facility: USRC West Cheektowaga, LLC
Contractor: | U.S. Renal Care, Inc.
Services Provide for benefit of and subject to direction of Licensed Operator: personnel training,

Provided: monitoring & oversight; assist with compensation, benefits, personnel policies, and
performance standards for administrative and ancillary health care staff; provide at cost
of the Licensed Operator, supplies and inventory necessary for the clinic’s operation
under national and regional supply agreements; assist in purchasing drugs and medical
supplies; patient billing/collecting functions; assist in report preparation and filing,
contract negotiations, and reimbursement related audits; assist in maintenance of
financial records; manage clinics funds: obtain appropriate commercial insurance
coverage; recommend operational policies and procedures to establish appropriate
standards of patient care; provide access to selected proprietary software; at the
Licensed Operator’s cost furnish all medical and office equipment, furniture and
fixtures, maintain equipment and make necessary capital improvements; assist in
development of quality assurance and review programs, maintain licenses and permits
including Medicaid and Medicare provider numbers; assist in compliance with all
applicable federal and state rules and regulations

Term: 10 years

Fee: $69,100 per year ($5,758.33 per month)

While U.S. Renal Care Inc. will provide all of the above services, the Licensed Operator retains ultimate
authority, responsibility, and control of the operations.

There is common ownership between the applicant and the ASA provider as shown on BFA Attachment
B, post-closing organization chart.

|
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Operating Budget
The applicant submitted an operating budget, in 2015 dollars, for Years One and Three of operations,
summarized below:

Year One Year Three
Per Treatment Total Per Treatment Total

Revenues
Medicare FFS $250 $167,296 $250 $514,320
Medicare MC $250 $232,760 $251 $715,576
Commercial FFS $835 $152,749 $1,287 $469,597
Commercial MC $750 $145,475 $750 $447,235
Medicaid FFS $251 $21,821 $250 $67,085
Private Pay $251 $7.274 $251 $22,362

Total Revenues $727,375 $2,236,175
Expenses
Operating $429 $922,455 $261 $1,674,604
Capital $192 $412.523 $64 $407,967

Total Expenses $621 $1,334,978 $325 $2,082,571
Net Income/(Loss) ($607,603) $153,604
Utilization (Treatments) 2,151 6,406

Utilization broken down by payor source during years one and three is as follows:

Year One Year Three
Treatments % Treatments %
Medicare FFS 669 31.10% 2,057 32.11%
Medicare MC 931 43.28% 2,853  44.54%
Commercial FFS 183 8.51% 365 5.70%
Commercial MC 194 9.02% 596 9.30%
Medicaid FFS 87 4.04% 268 4.18%
Private Pay 29 1.35% 89 1.39%
Charity Care 58 2.70% 178 2.78%
Total 2,151 100.00% 6,406 100.00%

The following is noted with respect to the submitted budget:

¢ Revenues are based on the bundled ESRD rate of $250 per treatment for Medicaid and Medicare
patients, while the commercial rate is based on USRC's local contracts within the Buffalo market.

e EXxpenses are based on current market rates in the area and USRC's contracted rates and average
clinical utilization for such services including: medication and medical supplies, utilities, equipment
and professional fees.

o Utilization is based on USRC's standard utilization methodology for opening a new dialysis facility in
a region, which includes conservative estimates during the initial start-up period.

e Breakeven utilization is 48.68% or 5,923 treatments.

The budget is reasonable.

Capability and Feasibility

Project costs of $1,818,147 will be met via members’ equity of $181,815, an intercompany loan from
USRC for $1,291,332 at the above stated terms, and a $345,000 construction allowance provided by the
landlord.

Working capital requirements are estimated at $347,095, which is equivalent to two months of Year Three
expenses. The applicant indicated they will provide $575,000 towards working capital, which is
approximately $227,905 over the estimated working capital equity requirement. The members will

provide equity equivalent to their ownership percentages. USRC's equity portion is $235,332 and will
_______________________________________________________________________________________________________________________________|]
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come from operations. LEDP II, LLC equity portion is $192,543 and will come from the members’
personal net worth. The remaining $147,125 will be provided through an intercompany loan from USRC
at an interest rate of prime (3.5% as of February 5, 2016) with a five-year term. A letter of interest has
been provided by USRC for the proposed working capital financing.

BFA Attachment A is the personal net worth statements of the members of LEDP II, LLC, which indicates
sufficient liquid resources to cover all equity requirements associated with this CON.

BFA Attachment C is the 2013-2014 certified and internal financial statements of U.S. Renal Care, Inc. as
of November 30, 2015, which indicate the entity maintained positive working capital and net asset
positons for the period, and generated net income of $48,652,324 in 2014 and $42,065,066 through
November 30, 2015. During 2013, US Renal Care, Inc. incurred a loss of $428,918. The loss was due to
a one-time transaction for early retirement of debt transaction expenses. Without this transaction, the
facility would have achieved break even for 2013. As shown above, USRC has sufficient liquid resources
available to cover their portion of both equity requirements and to provide the funding for both
intercompany loans.

BFA Attachment D is the pro forma balance sheet of USRC West Cheektowaga, LLC d/b/a U.S. Renal
Care West Cheektowaga Dialysis as of the first day of operation, which indicates the operation will begin
with a positive members’ equity of $575,000.

The submitted budget indicates a net loss of $607,603 and a net income of $153,604 for Year One and
Year Three, respectively. Revenues are based on the current reimbursement methodologies for dialysis
services. The Year One loss is due to the start-up of operations and will be covered by U.S. Renal Care,
Inc. through a revolving credit agreement. The submitted budget is reasonable.

BFA Attachment E is the financial summaries of U.S. Renal Care, Inc.’s three affiliated New York dialysis
centers for the period 2013 through November 30, 2015, which shows that each facility had a positive
working capital positions, positive net asset positions and operating surpluses for the period 2013-2014.
In 2015, USRC Tonawanda had a positive working capital position, positive net asset position and
operating surpluses. USRC Williamsville, Inc. and USRC Cheektowaga, Inc. had negative working capital
positions and operating deficits of $255,084 and $297,662, respectively; however, both entities had
positive net asset positons for the period. The negative working capital positions were due to negative
intercompany payables which misstated the current assets. The net losses were due to out-of-period
allocated administrative costs of $487,973 and $855,382, respectively. Without these transactions, both
companies would have had a positive working capital position and positive net income.

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

Recommendation
From a financial perspective, contingent approval is recommended.

Attachments |

BFA Attachment A Net Worth Statements of the members’ of LEDP II, LLC

BFA Attachment B Post- Closing Organizational Chart

BFA Attachment C U.S. Renal Care, Inc. & Subsidiaries 2013-2014 Certified and 1/1/2015-11/30/2015
Internal Financial Statements

BFA Attachment D Pro-Forma Balance Sheet of USRC West Cheektowaga, LLC d/b/a U.S. Renal Care
West Cheektowaga Dialysis

BFA Attachment E Affiliated New York Dialysis Centers Financial Summary 2013 - 11/30/2015.

HSP Attachment A Star Rating Profile for all U.S. Renal Care, Inc Facilities

|
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF
OPPORTUNITY.

of Health

Project # 152313-B
Queens Boulevard Extended Care Dialysis Center

Program:
Purpose:

Diagnostic and Treatment Center
Establishment and Construction

County: Queens
Acknowledged: November 30, 2015

Executive Summary

Description

Queens Boulevard Extended Care Dialysis
Center, LLC, an existing New York limited
liability company, requests approval to establish
and construct a 15-station Article 28 chronic
renal dialysis center. The proposed Center will
be located in separate designated space at
Queens Boulevard Extended Care Facility, a
280-bed Article 28 residential health care facility
(RHCF) located at 61-11 Queens Boulevard,
Woodside (Queens County). The dialysis center
will occupy approximately 4,500 square feet on
the ground floor of the RHCF. The facility will
offer on-site dialysis services to the RHCF's
patients and to community residents, with its
primary service area being Queens County.

The proposed members of Queens Boulevard
Extended Care Dialysis, LLC are Anthony
Clemenza, Jr. (50%) and James Clemenza
(50%). There is a relationship between Queens
Boulevard Extended Care Dialysis Center, LLC
and Queens Boulevard Extended Care Facility,
which is operated by Queens Boulevard
Extended Care Facility Management, LLC, in
that Anthony Clemenza, Jr. and James
Clemenza are members and managers of both
entities.

The fit-out and equipping of the Center will be

the responsibility of the applicant. The space is
currently occupied by a 30-slot adult day health
care program (ADHCP) operated by the RHCF,
which will be relocated to an off-site location. A
CON application to relocate the ADHCP will be

submitted upon approval of this application. The
applicant will lease the space from Queens
Boulevard Extended Care Facility Management,
LLC.

OPCHSM Recommendation
Contingent Approval

Need Summary

Currently there is a need for 145 stations in
Queens County. The addition of fifteen stations
will improve the availability of dialysis services
for the residents of Queens County.

Program Summary

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

Financial Summary

Total project cost of $2,023,108 will be financed
with equity of $202,311 from the proposed
members’ personal resources and a bank loan
of $1,820,797 at 4.5% interest for a seven-year
term. A bank letter of interest has been
provided. The projected budget is as follows:

Revenues: $3,652,482
Expenses: 3,272,837
Net Income: $379,645
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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. A copy of the check must be uploaded into NYSE-CON upon mailing. [PMU]

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

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

Submission of a photocopy of the applicant's Medical Director Agreement, acceptable to the
Department. [CSL]

Submission of a photocopy of the applicant's executed Certificate of Amendment to the Articles of
Organization, acceptable to the Department. [CSL]

Submission of a photocopy of the applicant's amended and executed Operating Agreement,
acceptable to the Department. [CSL]

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

Approval conditional upon:

1.

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

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

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

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

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

The applicant is required to submit Final Construction Documents, as described in BAER Drawing
Submission Guidelines DSG-05, prior to the applicant’s start of construction for record purposes.
[AES]

Construction must start on or before 07/01/2016, and must be completed by 06/30/2017, presuming
approval to start construction is granted prior to commencement. In accordance with 10 NYCRR Part
710.10(a), if construction is not started on or before the start date, this shall constitute abandonment
of the approval. It is the responsibility of the applicant to request prior approval for any changes to
the start and completion dates. [AES]

Council Action Date
April 14, 2016
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Need Analysis |

Analysis

The primary service area for the proposed facility is Queens County, which had an estimated population
of 2,321,580 for 2014. The table below shows the portion of the county population belonging to two
groups statistically more likely to need end stage renal dialysis and compares it with the rest of the state.

Queens County | New York State
Ages 65 and over: 13.6% 14.7%
Non-white: 50.9% 29.1%

Source: U.S. Census 2015

Capacity

The Department’s methodology to estimate capacity for chronic dialysis stations is specified in Part 709.4

of Title 10 and is as follows:

e One free standing station represents 702 projected treatments per year. This is based on the
expectation that the center will operate 2.5 patient shifts per day at 6 days per week, which is 15
patients per week, per station [(2.5 x 6) x 52 weeks] equals 780 treatments per year. Assuming a
90% utilization rate based on the expected number of annual treatments (780), the projected number
of annual treatments per free standing station is 702. The estimated average number of dialysis
procedures each patient receives from a free standing station per year is 156.

e One hospital based station represents 499 projected treatments per year. This is based on the
expectation that the hospital will operate 2.0 patient shifts per day at 6 days per week, which is 12
patients per week, per station [(2 x 6) x 52 weeks] equals 624 treatments per year. Assuming an 80%
utilization rate based on the expected number of annual treatments (624), the projected number of
annual treatments per hospital station is 499. One hospital based station can treat 3 patients per
year.

o Per Department policy, hospital-based stations can treat fewer patients per year. Statewide, the
majority of stations are free standing, as are the majority of applications for new stations. As such,
when calculating the need for additional stations, the Department bases the projected need on
establishing additional free standing stations.

e There are currently 525 free standing chronic dialysis stations operating in Queens County and 170 in
pipeline for a total of 695 stations.

e Based upon DOH methodology, the 525 existing free standing stations in Queens County could treat
a total of 2,633 patients annually. Including the additional pipeline stations, the county could treat a
total of 3,128 patients annually.

Projected Need

Actual Projected

Queens County Residents 2014 2015 2019
Need projected 5 years out from thal thal
Most current IPRO data available for Patients Total County Patients Total County
Patients Treated in Count Treated in Residents in Treated in Residents in

y County Treatment County?* Treatment!

3,741 3,777 4,337 4,252

Free-Standing Dialysis Stations 2014 2015 2019
A | Stations Required to Treat? 832 840 964 945
B | Existing Stations 525 525 525 525
C | Stations In Pipeline 170 170 170 170
D | Stations Requested this CON 15 15 15 15
E | w/Approval of This CON (B+C+D) 710 710 710 710
F | Unmet Need With Approval (A-E) 122 130 254 235

1Based upon an estimated 3% accrued annual increase
2Based upon DOH methodology (total patients/4.5)

|
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The data in the first row, "Stations Required to Treat," comes from the DOH methodology of each station
being able to treat 4.5 patients, and each hospital station being able to treat 3 patients annually. The data
in the next row, "Existing Stations," comes from the Department’s Health Facilities Information System
(HFIS). "Unmet Need" comes from subtracting needed stations from existing stations. "Total Patients
Treated" is from IPRO data from 2015.

Conclusion

Queens County serves a population of 2,321,580 with a total of 695 stations, including pipeline stations.
There continues to be a need for additional dialysis stations in Queens County. Approval of these fifteen
stations will improve access to dialysis services in the area.

Recommendation
From a need perspective, approval is recommended.

Program Analysis |

Project Proposal

Queens Boulevard Extended Care Dialysis, LLC seeks approval to establish and construct a fifteen
station end-stage renal dialysis center on the ground floor of Queens Boulevard Extended Care Facility,
an existing 280-bed residential health care facility located at 61-11 Queens Boulevard, in Woodside
(Queens County).

Proposed Operator Queens Boulevard Extended Care Dialysis, LLC
Site Address 61-11 Queens Boulevard
Woodside, New York 11377 (Queens County)
Approved Services Chronic Renal Dialysis (15 Stations)
Shifts/Hours/Schedule Initial operation will be two (2) shifts per day Monday through

Saturday from 6:00 am to 5:00 pm, with the projection of going
to three (3) shifts per day in the fourth year of operations.

Staffing (1% Year / 3™ Year) 15.1 FTEs / 20.5 FTEs
Medical Director(s) Tahir Hafeez, MD
Emergency, In-Patient and Expected to be provided by
Backup Support Services Forest Hills Hospital
Agreement and Distance 3.5 miles / 15 minutes

Character and Competence
The members of the LLC are:

Name Membership | Title
Anthony Clemenza, Jr. 50% Manager/Member
James Clemenza 50% Manager/Member

The proposed members have extensive experience operating health related facilities and associated
programs. Messrs. Clemeenza are also members of Queens Boulevard Extended Care Facility
Management, LLC, the operator of Queens Boulevard Extended Care Facility, and as such, handle day-
to-day operations to include: purchasing, maintenance, housekeeping, dietary, finance, and
administration. Additionally, Mr. Anthony Clemenza also serves as In-house Counsel, coordinating the
legal affairs of the facility.

Disclosure information was similarly submitted and reviewed for the proposed Medical Director, Tahir
Hafeez, MD. Dr. Hafeez is board-certified in Internal Medicine and Nephrology and has roughly 20 years
of experience in the care and treatment of dialysis patients.

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

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

Recommendation
From a programmatic perspective, contingent approval is recommended.

Financial Analysis |

Lease Rental Agreement
The applicant has submitted a draft lease agreement for the site to be occupied, as summarized below:

Premises: | 4,500 square feet located at 61-11 Queens Boulevard, Woodside, New York

Lessor: Queens Boulevard Extended Care Facility Management, LLC

Lessee: Queens Boulevard Extended Care Dialysis Center, LLC

Term: 5-year term with a 5-year renewal period

Rental: $103,500 annually ($23.00 per sq. ft.)

Provisions: | Lessee shall be responsible for maintenance, utilities, insurance and real estate taxes.

The proposed lease is non-arm’s length. The applicant has submitted an affidavit indicating there is
common ownership between the lessor and lessee. Two NYS licensed realtors submitted letters attesting
to the rent reasonableness.

Total Project Cost and Financing
Total project cost, which includes renovations and the acquisition of moveable equipment, is estimated at
$2,023,108 broken down as follows:

Renovation and Demolition $1,027,520
Design Contingency 102,551
Construction Contingency 102,752
Architect/Engineering Fees 92,477
Other Fees (Consultant) 25,220
Moveable Equipment 565,680
Financing Costs 19,164
Interim Interest Expense 74,489
CON Fee 2,000
Additional Processing Fee 11,055
Total Project Cost $2,023,108

Project costs are based on a construction start date of July 1, 2016, and a 12-month construction period.

|
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The applicant’s financing plan appears as follows:

Equity

Bank Loan (4.5% interest, 7-year term)

Investors Bank has provided a letter of interest for the financing at the stated terms.

Operating Budget

The applicant has submitted an operating budget, in 2016 dollars, which is summarized below:

$202,311
1,820,797

Year One Year Three
Revenues:
Medicaid Fee for Service $33,072 $33,072
Medicare Fee for Service 1,380,388 1,941,170
Commercial Fee for Service 191,225 382,450
Commercial Managed Care 985,608 1,314,144
Total Revenues $2,590,293 $3,670,836
Less: Bad Debt 12,952 18,354
Net Revenues $2,577,341 $3,652,482
Expenses:
Operating $2,116,861 $2,923,301
Capital 374,659 349,536
Total Expenses $2,491,520 $3,272,837
Net Income $85,821 $379,645
Utilization (Treatments) 6,240 8,736
Cost Per Treatment $399.28 $374.64

Utilization broken down by payor source during the first and third years is as follows:

Year One Year Three
Medicaid Fee for Service 2.50% 1.78%
Medicare Fee for Service 80.00% 80.36%
Commercial Fee for Service 2.50% 3.57%
Commercial Managed Care 15.00% 14.29%

Revenue assumptions are based upon current reimbursement methodologies by payor for chronic renal
dialysis services. Expense and utilization assumptions are based on historical trends of other facilities
that provide chronic renal dialysis services in Queens County.

Capability and Feasibility
Project costs of $2,023,108 will be met via equity of $202,311 from the proposed members and a bank
loan of $1,820,797 at 4.5% interest for a seven-year term. A bank letter of interest has been provided.

Working capital requirements are estimated at $545,473, which is equivalent to two months of third year
expenses. The applicant will finance $272,736 at an interest rate of 4.125% for a five-year term. The
remaining $272,737 will be provided from equity. Investors Bank has provided a letter of interest in
regard to the financing. BFA Attachment A is the personal net worth statements for the proposed
members of Queens Boulevard Extended Care Dialysis Center, LLC, which indicates the availability of
sufficient funds for the equity contribution to meet the purchase price and working capital requirement.
BFA Attachment B is the pro forma balance sheet of Queens Boulevard Extended Care Dialysis Center,
LLC as of the first day of operation, which indicates a positive net asset position of $475,048.

The submitted budget indicates a net income of $85,821 and $379,645 during the first and third years,
respectively. Revenues are based on current reimbursement rates for dialysis services.

Subject to the noted contingencies, the applicant has demonstrated the capability to proceed in a
financially feasible manner.
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Recommendation
From a financial perspective, contingent approval is recommended.

Attachments |

BFA Attachment A Personal net worth statement for the proposed members
BFA Attachment B Pro forma balance sheet

|
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NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY. Of Health

Project # 142145-E
Ross Acquisition, LLC
d/b/a Ross Center for Health and Rehabilitation

Program: Residential Health Care Facility County: Suffolk
Purpose: Establishment Acknowledged: October 8, 2014

Executive Summary

Description

Ross Acquisition, LLC d/b/a Ross Center for Ownership of the operations before and after the

Nursing and Rehabilitation (Ross Center), a requested change is as follows:

New York limited liability company, requests

approval to be established as the new operator Current Operator

of Ross Health Care Center, a 135-bed, Ross Health Care Center, Inc.

proprietary, Article 28 residential health care l\/lew‘n_bers %

facility (RHCF) located at 839 Suffolk Avenue, Agnes Zitter 50%

Brentwood (Suffolk County). As part of this Marvin Ostreicher 25%

application, the certified bed capacity will be Mayer Laufer 25%

reduced 15 beds, bringing the total certified bed

count to 120. Concurrently, a separate realty Proposed Operator

entity, Ross Realty Acquisition, LLC, will acquire Ross Acquisition, LLC

the facility’s real property. There will be no Members %

change in services provided. Leopold Friedman " 50
Avi Philipson 20%

On August 21, 2014, Ross Health Care Center, Deena Hersh 20%

Inc., the current operator, entered into an Asset Joel Leifer 55%

Purchase Agreement with Ross Acquisition, LLC

for the sale and acquisition of the operating BFA Attachment C presents the Current and

interests of the RHCF, to be effectuated upon Proposed Owners of the real property.

Public Health and Health Planning Council

(PHHPC) approval. Concurrently, Ross Health OPCHSM Recommendation

Care Realty, LLC, the current real property Contingent Approval

owner, entered into a Contract of Sale with Ross

Realty Acquisition, LLC for the sale and Need Summary

acquisition of the real property interest of the
nursing facility. There is a relationship between
Ross Acquisition, LLC and Ross Realty
Acquisition, LLC in that the entities have several
members in common. The applicant will lease
the premises from Ross Realty Acquisition, LLC.

The decertification of 15 beds will help move the
facility and planning region toward optimum
utilization.

]
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Program Summary

No negative information has been received
concerning the character and competence of the
proposed members of the applicant operator.

Financial Summary

The purchase price for the RHCF operating
interests was originally $1,875,000; however, as
the result of the bed reduction, the seller and
buyer agreed to revise the purchase price to
$0.00 (zero). Ross Realty Acquisition, LLC, will
acquire the real property for $15,000,000 funded
by $3,000,000 in members’ equity and a loan for
$12,000,000 at 6% interest for a 30-year term.

There are no project costs associated with this
application. The projected budget is as follows:

Revenues: $13,602,496
Expenses: $13,320,287
Gain: $282,209
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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.

2.

3.

10.

11.

12.

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

Health. [BFA]

Submission of an executed real property loan commitment, acceptable to the Department of Health.

[BFA]

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

[BFA]

Submission of a commitment signed by the applicant which indicates that, within two years from the

date of the council approval, the percentage of all admissions who are Medicaid and

Medicare/Medicaid eligible at the time of admission will be at least 75 percent of the planning area

average of all Medicaid and Medicare/Medicaid admissions, subject to possible adjustment based on

factors such as the number of Medicaid patient days, the facility’s case mix, the length of time before
private paying patients became Medicaid eligible, and the financial impact on the facility due to an
increase in Medicaid admissions. [RNR]

Submission of a plan to continue to enhance access to Medicaid residents. At a minimum, the plan

should include, but not necessarily be limited to, ways in which the facility will:

a. Reach out to hospital discharge planners to make them aware of the facility’s Medicaid Access
Program;

b. Communicate with local hospital discharge planners on a regular basis regarding bed availability
at the nursing facility; and

c. ldentify community resources that serve the low-income and frail elderly population who may
eventually use the nursing facility, and inform them about the facility’s Medicaid Access policy.
[RNR]

Submission of a commitment, signed by the applicant, to submit annual reports to the DOH, for at

least two years, demonstrating substantial progress with the implementation of the plan. These

reports should include, but not be limited to:

a. Describing how the applicant reached out to hospital discharge planners to make them aware of
the facility’s Medicaid Access Program;

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

c. Identifying the community resources that serve the low-income and frail elderly population that
have used, or may eventually use, the nursing facility, and confirming they were informed about
the facility's Medicaid Access policy.

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

e. Other factors as determined by the applicant to be pertinent.

The DOH reserves the right to require continued reporting beyond the two year period. [RNR]
Submission and programmatic review of plans showing the 15 beds to be decertified and the
nursing units to be affected. [LTC]

Submission of a photocopy of the applicant’'s amended and executed Operating Agreement,

acceptable to the Department. [CSL]

Submission of a photocopy of the applicant’s executed Certificate of Amendment of the Articles of

Organization, acceptable to the Department. [CSL]

Submission of a photocopy of the applicant’s executed Lease and Purchase Agreement of Real

Property, acceptable to the Department. [CSL]

Submission of a photocopy of an executed copy of the Certificate of Assumed Name, acceptable to

Department. [CSL]

Submission of a photocopy of the applicant’'s Asset Purchase Agreement, acceptable to the

Department. [CSL]
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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
April 14, 2016

|
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Need Analysis |

Project Description

Ross Acquisition, LLC, doing business as Ross Health Care Center, seeks approval to become the
established operator of Ross Health Care Center, a 135-bed Article 28 residential health care facility
(RHCF), located at 839 Suffolk Avenue, Brentwood, 11717, in Suffolk County.

Analysis
The Need methodology indicates a need for 2,003 beds in the Nassau-Suffolk Region as noted below.
However, as shown on the chart below, utilization has been below optimal (97%) for over seven years.

RHCF Need — Nassau-Suffolk Region

2016 Projected Need 16,962
Current Beds 15,352
Beds Under Construction -393
Total Resources 14,959
Unmet Need 2,003

The overall occupancy for Suffolk County was 91.9% for 2014 as noted below:

Ross Health Care Center
Facility vs. County vs. Region

100%

98%

$eeccscecssescececsscscecssescssssssescssssssscscnsssescsss 97.0%

< 96%
n; Te=-s ~
2 94%
©
s
3 92% —l——
o
90%
88%
2009 2010 2011 2012 2013 2014 2015%*
e FaCility 92.5% 94.5% 90.1% 90.0% 89.7% 89.6% 89.7%
= = = Suffolk County 95.5% 94.9% 93.1% 93.0% 91.5% 91.7% 91.5%
e «Nassau-Suffolk Region| 94.5% 94.0% 92.4% 92.8% 92.1% 91.9% 91.3%

*unaudited, based on weekly census

According to the applicant, the facility experienced low occupancy as a result of being a small facility
relative to other facilities in the local planning area and the need for flexibility in pairing roommates due to
an increase in short term rehabilitative stays.

The applicant intends to increase occupancy in the following ways:
e Decertify 15 beds;
o Keep in line with the Department’s goals of providing long-term care in the most integrated setting as
possible through:
o0 Implementation of Institutional Special Needs Plan (I-SNP) services;
o Development of new and enhancement of existing care programs, including its Wound Care
Program and Short-Term Rehabilitation Services; and

o Partnerships with hospitals, managed care plans and other long-term providers;
_______________________________________________________________________________________________________________________________|]
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e Transform the care model to ensure residents served by the facility are those truly in need of level of
care being provided at the RHCF; and

e Collaborate with the local area hospitals to ensure prompt discharge of hospital patients appropriate
for RHCF care and implement state of the art programs to both reduce and avoid re-hospitalization,
both at a significant cost saving to the Department.

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.

Ross Health Care Center’'s Medicaid admissions of 33.0% in 2012 and 26.6% in 2013 exceeded the
Suffolk County 75% rates of 21.1% in 2012 and 19.4% in 2013.

Conclusion
The decertification of 15 beds will help move the facility and planning region toward optimum utilization.

Recommendation
From a need perspective, contingent approval is recommended.

Program Analysis

Facility Information

Existing Proposed
Facility Name Ross Health Care Center Ross Center for Nursing and Rehabilitation
Address 839 Suffolk Avenue Same
Brentwood, NY 11717
RHCF Capacity 135 120
ADHC Program Capacity | N/A Same
Type of Operator LLC LLC
Class of Operator Proprietary Proprietary
Operator Ross Health Care Center, Inc. | Ross Acquisition, LLC
Members
Joel Leifer* 55%
Deena Hirsh 20%
Avi Philipson* 20%
Leo Friedman* 5%
*Managing Members

|
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Facilities Reviewed

Nursing Homes

Brooklyn Gardens Nursing & Rehabilitation Center
Chautauqua Nursing and Rehabilitation Center
DeWitt Rehabilitation and Nursing Center

Hendon Garden Nursing and Rehabilitation Center
Peninsula Nursing and Rehabilitation Center
Sapphire Center for Rehab and Nursing of Central Queens, LLC
Seagate Rehabilitation and Nursing Center

The Citadel Rehab and Nursing Center at Kingsbridge
The Pavilion at Queens for Rehabilitation and Nursing

Licensed Home Care Services Agency (LHCSA)
Ultimate Care, Inc.

Out of State Facility Interests
Lakeview Rehabilitation and Care Center (NJ)

Individual Background Review
Current ownership shares are shown in brackets.

09/2014 to present
01/2015 to present
06/2015 to present
11/2014 to present
01/2013 to present
01/2015 to present
12/2014 to present
02/2015 to present
01/2015 to present

02/2010 to present

09/2015 to present

Joel Leifer lists his current employment as Administrative Director for Atrium Center for Rehabilitation
since 2010, and Staten Island Care Center since 2002. Mr. Leifer has recently acquired an out of state
care facility interest. Mr Leifer has received Public Health and Health Planning Council approval to
become an Operator of Cold Spring Nursing and Rehabilitation Center, however, the transaction has
not been finalized.

Lakeview Rehabilitation and Care Center (NJ) 9/2015 to present
Deena Hersh indicates that she has no employment history. Ms. Hersh discloses the following interests
in health care facilities.

Chautauqua Nursing and Rehabilitation Center [25%] 01/2015 to present

Sapphire Center for Rehab and Nursing of Central Queens [35%]  01/2015 to present

Seagate Rehabilitation and Nursing Center [10%)] 12/2014 to present

The Pavilion at Queens for Rehabilitation and Nursing [25%] 01/2015 to present

Avi Philipson discloses that he is currently a student in Jerusalem, Israel and discloses no
employment history. Mr. Philipson discloses the following health care facility interest, of which he is a
managing member.

Seagate Rehabilitation and Nursing Center [10%] 12/2014 to present
Mr. Philipson has received Public Health and Health Planning Council approval to operate the
facilities listed below, however, the transactions have not been finalized.

Cold Spring Hills Center for Nursing and Rehabilitation

St. Barnabas Center for Nursing and Rehabilitation,

The Plaza Rehab and Nursing Center.

Leo Friedman is the Chief Executive Officer, since 2006, of Advanced Care Staffing, Inc., a

healthcare staffing agency. Mr. Friedman discloses the following ownership interests:
Brooklyn Gardens Nursing & Rehabilitation [board member] 09/2014 to present
DeWitt Rehabilitation and Nursing Center [3%] 06/2015 to present
Hendon Garden Nursing and Rehabilitation Center [20%)] 11/2014 to present
Peninsula Nursing and Rehabilitation Center [25%)] 01/2013 to present
The Citadel Rehab and Nursing Center at Kingsbridge [50%)] 02/2015 to present
Ultimate Care, Inc.(LHCSA) [33.33%)] 02/2010 to present

Mr. Friedman has pending ownership in the following facilities which have been approved by
Public Health and Health Planning Council, but have not transferred as of this writing.

|
Project #142145-E Exhibit Page 7



Cold Spring Hills Center for Nursing and Rehabilitation
Hudson Point Acquisition, LLC

Long Beach Nursing and Rehabilitation Center

St. Barnabas Center for Nursing and Rehabilitation
The Plaza Rehab and Nursing Center

Brooklyn Gardens Dialysis Center, LLC

Cassena Care Dialysis at Peninsula

Character and Competence Analysis

A review of operations for Brooklyn Gardens Nursing & Rehabilitation Center, Chautauqua Nursing
and Rehabilitation Center, DeWitt Rehabilitation and Nursing Center, Hendon Garden Nursing and
Rehabilitation Center, Peninsula Nursing and Rehabilitation Center, Sapphire Center for Rehab and
Nursing of Central Queens, LLC, Seagate Rehabilitation and Health Care Center, The Citadel Rehab
and Nursing Center at Kingsbridge, and The Pavilion at Queens for Rehabilitation and Nursing for the
periods identified above revealed that there were no enforcements.

A review of the operations for Ultimate Care, Inc., for the period identified above, revealed there were no
enforcements.

A review of the New Jersey Department of Health website as well as an affidavit submitted by the
applicant for Lakeview Rehabilitation and Care Center for the period identified above revealed that there
are no enforcements.

Project Review

This application proposes to establish Ross Acquisition, LLC as the new operator for Ross Center for
Nursing and Rehabilitation. No changes in the program is proposed in this application. This application
proposes a reduction of fifteen RHCF beds.

Sentosa Healthcare, LLC, whose members are directly related to the principles of this application, has
common ownership with the real estate entity which will purchase the property. These members have
also submitted affidavits stating that they will provide equity to the proposed operator, Ross Acquisition,
LLC. However the applicants have responded that there will be no consulting and administrative services
agreements with Sentosa or any other entity contemplated for the facility after the transfer of ownership.

No negative information has been received concerning the character and competence of the above
applicants identified as new members.

Conclusion
No negative information has been received concerning the character and competence of the proposed
applicants. All health care facilities are in substantial compliance with all rules and regulations.

The individual background review indicates the applicant has met the standard for approval as set forth in
Public Health Law §2801-a(3).

Recommendation
From a programmatic perspective, contingent approval is recommended.

|
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Financial Analysis |

Asset Purchase Agreement
The applicant has submitted a draft asset purchase agreement to acquire the RHCF’s operating interest.
The terms are summarized below:

Date: August 21, 2014

Seller: Ross Health Care Center, Inc.

Purchaser: Ross Acquisition, LLC d/b/a Ross Center for Health and Rehabilitation

Assets All rights, title and interest in the business assets lien free. The assets include:

Transferred: | tangible assets used in the business; permitted records; applicable warranties;
contracts and agreements including managed care and third party reimbursement
contracts; intellectual property rights and trademarks; books and records relating to
business operations; assignable licenses and permits including Medicare and
Medicaid provider numbers; resident trust funds; goodwill and going concern value.

Excluded Cash and cash equivalents, pre-closing accounts receivables; refunds and

Assets: settlements prior to closing, any websites and e-mail addresses; records not
applicable to the operations; refunds; charitable gift, grant, bequest or legacy.

Assumed Those occurring after the Closing date.

Liabilities:

Purchase $0.00 (zero as revised due to bed reduction)

Price:

Payment: $140,625 escrow deposit paid at the time of signing (refund due).

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. The facility has no outstanding Medicaid
Assessment liabilities as of February 15, 2016.

Purchase and Sale Agreement for the Real Property

The applicant has submitted an executed purchase and sale agreement related to the acquisition of the
RHCF'’s real property. The closing will become effectuated upon PHHPC approval of this CON. The
terms of the realty agreement are summarized below:

Date: August 21, 2014

Seller Realty: Ross Health Care Realty, LLC

Purchaser Realty: | Ross Realty Acquisitions, LLC

Asset Transferred | All rights, title and interest in the real property including: the land, buildings,
Realty: structures and improvements, fixtures, easements and appurtenances known
by the address 839 Suffolk Avenue, Brentwood, New York 11717 and further
identified as Parcel # 0500138000100001001.

Purchase Price: $15,000,000

Payment of $1,125,000 escrow deposit (paid at the time of signing)

Purchase Price: $13,875,000 due at closing.

The purchase price is proposed to be satisfied as follows:

Equity (Ross Acquisitions, LLC Members) $3,000,000
Loan (30-year term, 6% interest) $12,000,000
Total $15,000,000

|
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Greystone Funding Corporation has provided a letter of interest at the stated terms.

BFA Attachment B is the proposed members’ net worth summaries for Ross Realty Acquisitions, LLC,
which reveals sufficient resources to meet the equity requirements. However, liquid resources may not
be available in proportion to ownership interests. Proposed realty members Bent Philipson (on behalf of
Philipson Family LLC) and Benjamin Landa have provided affidavits stating their willingness to contribute
resources disproportionate to their membership interest in the realty entity.

Lease Agreement
An executed lease has been submitted to lease the real property. The terms are summarized below:

Premises: 135-bed RHCF located at 839 Suffolk Avenue, NY 11717

Owner/Landlord: | Ross Realty Acquisitions, LLC

Lessee: Ross Acquisitions, LLC

Term: 30 years

Rent: Annual rent equal to the sum of the Lessor’s debt service on the real property
mortgage (assessed at $863,353), plus an additional $500,000 per year.
Year one rent = $1,363,353 (or $113,613 per month )

Provisions: Triple Net

The lease arrangement is a non-arm'’s length agreement. The applicant has submitted and affidavit
attesting that there is a relationship between the landlord and the tenant in that the entities have several
members in common.

Operating Budget
The applicant has provided an operating budget, in 2016 dollars, for the first and third years of operations
subsequent to the change in ownership. The first year budget is summarized below:

Current Year Year One
Per Diem Total Per Diem Total

Revenues (RHCF Beds): (135 Beds) (120 Beds)

Medicaid $255.72  $9,164,132  $252.91  $8,554,013

Medicare $508.19 2,345,312  $624.97 3,794,175

Commercial & Private Pay $398.98 1,473,029  $425.00 1,474,308

Bad Debt (220,000) (220,000)
Total Revenues $12,762,473 $13,602,496
Expenses:

Operating $289.92 $12,798,303  $264.87 $11,485,267

Capital $10.82 477,717 $42.32 1,835,020
Total Expenses $300.74  $13,276,020  $307.19 $13,320,287
Net Income (LosS) ($513,547) $282,209
Patient Days 44,144 43,362
Occupancy 89.59% 99%

The following is noted with respect to the submitted RHCF operating budget:

e The current year reflects the facility’s 2014 RHCF-4 cost report information.
Medicaid revenues are based on the facility’s current 2015 Medicaid FFS rate.
Medicare revenues are based on the average daily rate experienced by the facility during 2015.
Commercial and Private pay rates are based on the facility’s current 2015 experience.
Based on 135-beds, average utilization from 2011-2014 was 89.8%. Comparing historical
occupancy using the proposed 120-beds, the 2011-2014 average utilization would be 101.13%.
As of February 3, 2016, occupancy was 88.1% per the Division of Nursing Homes and ICF/IID

Surveillance report.
_______________________________________________________________________________________________________________________________|]
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e Utilization by payor source is as follows:
Current Year One Year Three

Medicaid 81.18% 78% 75%
Medicare 10.46% 14% 14%
Commercial & Private Pay 8.36% 8% 11%
Total 100.00% 100% 100%

e Breakeven utilization is projected at 96.95 and 93.68% for the first and third years, respectively.

Capability and Feasibility

The originally purchase price for the operating assets was $1,875,000; however, due to the bed reduction
the purchase price was revised to $0. Concurrently, Ross Realty Acquisition, LLC, will purchase the real
property for $15,000,000 funded by $3,000,000 in members’ equity and a loan at the above stated terms.
Greystone Funding Corporation has provided a letter of interest. There are no project costs associated
with this application.

The working capital requirement is estimated at $2,220,048 based on two months of first year expenses.
Funding will be as follows: $1,110,024 from the members’ equity with the remaining $1,110,024 satisfied
through a five-year loan at 6% interest rate. Greystone Funding Corporation has provided a letter of
interest.

BFA Attachments A and B, proposed members’ net worth summaries for the operating and realty entities,
respectively, reveals sufficient resources to meet equity requirements overall. However, liquid resources
may not be available in proportion to the proposed ownership interest in the operating and realty entities.
Proposed realty members Bent Philipson (on behalf of Philipson Family LLC) and Benjamin Landa have
provided affidavits stating they are willing to contribute resources to the operating entity to the extent
required, as well as any needed equity to the realty entity, disproportionate to their membership interest in
Ross Realty Acquisition, LLC. Further, Mr. Philipson and Mr. Landa have submitted affidavits stating that
they recognize that any debt guarantee or equity payment made as part of this project does not grant
them ownership interest in the operating entity, and it is understood that no operational control can be
gained or exerted as a result of such arrangement.

The submitted budget projects net income of $282,209 and $836,188 in the first year and third years,
respectively. Revenues are expected to increase by approximately $840,023 concurrent with a slight
decrease in overall utilization. It is expected that there will be an approximately 3% shift from Medicaid
utilization to Medicare while maintaining the current Medicare rate. Expenses are projected to increase
by $44,267 in Year One. The budget was determined taking into consideration the proposed new
owners’ experience in operating similar-sized facilities. BFA Attachment D is Ross Acquisition, LLC d/b/a
Ross Center for Nursing and Rehabilitation’s pro forma balance sheet, which shows the entity will start
with $1,160,789 in equity (including a small amount of equipment/inventory). The budget appears
reasonable

A transition of nursing home (NH) residents to Medicaid managed care is currently being implemented
statewide. Under the managed care construct, Managed Care Organizations (MCOs) will negotiate
payment rates directly with NH providers. A department policy, as described in the “Transition of Nursing
Home Benefit and Population into Managed Care Policy Paper,” provided guidance requiring MCOs to
pay the benchmark Medicaid FFS rate, or a negotiated rate acceptable to both plans and NH, for three
years after a county has been deemed mandatory for NH population enrollment. As a result, the
benchmark FFS rate remains a viable basis for assessing NH revenues through the transition period.

BFA Attachment E, financial summary of Ross Health Care Center, indicates that the facility has a
negative working capital position, a negative equity position and generated an average operating loss of
$415,768 for the 2013-2015 period. BFA Attachment F, financial summary of the proposed members’
affiliated RHCFs, shows the facilities have maintained positive net income, positive working capital and
positive net assets. Peninsula Nursing and Rehabilitation Center’s working capital position turned
positive in 2015 on $1,785,655 operating net income. Seagate Rehabilitation and Nursing Center, which
was acquired December 11, 2014, incurred a negative working capital position, but generated an
operating surplus of $2,932,562 as of October 31, 2015 (internal financial statements). The Pavilion at
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Queens for Rehabilitation and Nursing, which was acquired December 5, 2014, had a negative working
capital position due to a short-term loan to a related party, but generated an operating surplus of
$6,024,857 as of November 30, 2015 (internal financial statements).

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 Ross Acquisition, LLC members’ net worth summaries
BFA Attachment B Ross Realty Acquisition, LLC members’ net worth summaries
BFA Attachment C Current and Proposed Ownership of Real Property
BFA Attachment D Ross Acquisition, LLC d/b/a Ross Center for Health and Rehabilitation pro
forma balance sheet
BFA Attachment E Financial Summary, Ross Health Care Center
BFA Attachment F Proposed members’ ownership interest and Financial Summaries of Affiliated

Nursing Homes
BNHLC Attachment A Quality Measures and Inspection Report

Project #142145-E Exhibit Page 12



NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY. Of Health

Project # 151054-E
River Valley Operating Associates, LLC
d/b/a The Grand Rehabilitation and Nursing at River Valley

Program:

Purpose: Establishment

Residential Health Care Facility

County: Dutchess
Acknowledged: February 18, 2015

Executive Summary

Description

River Valley Operating Associates, LLC d/b/a
The Grand Rehabilitation and Nursing at River
Valley, a New York limited liability company,
requests approval to be established as the
operator of River Valley Care Center, Inc., a
160-bed Article 28 residential healthcare facility
(RHCF) located at 140 Main Street,
Poughkeepsie (Dutchess County). The RHCF
also operates a 30-slot adult day health care
program (ADHCP) at the same location. There
will be no change in beds or services provided.

On September 15, 2014, the current operator of
the RHCF, River Valley Care Center, Inc.,
entered into an Asset Purchase Agreement with
River Valley Operating Associates, LLC for the
sale and acquisition of the operating interests of
River Valley Care Center, Inc., to be effectuated
upon approval by the Public Health and Health
Planning Council (PHHPC). The real estate
ownership will not change.

The current and proposed operators are as

follows:
Current Operator

River Valley Care Center, Inc.
Shareholders %
Moshe Kalter 50%
Aaron Fogel 30%
Frady Kalter 10%
Esther Kalter 10%

Proposed Operator
River Valley Operating Associates, LLC
Members %
Strauss Ventures, LLC 94%
Jeremy Strauss (95%)
Meryl Strauss ( 5%)
Jonathan Strauss 3%
Dan Muskin 3%

Jeremy Strauss has ownership interest in 16
RHCFs located throughout New York State.
BFA Attachment D is the financial summaries,
percent ownership interest, facility bed count
and location of the various skilled nursing
facilities in which Jeremy Strauss has an
ownership interest.

OPCHSM Recommendation
Contingent Approval

Need Summary

This application will not result in a change to
beds or services. River Valley Care Center’s
occupancy was 84.1% in 2012, 84.8% in 2013,
and 87.4% in 2014. Current occupancy, as of
February 20, 2016 is 99.4%, with one vacant
bed.
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Program Summary

No changes in the program or physical
environment are proposed in this application. It
is the intent of the new operators to enter into an
administrative and consulting services
agreement with The Grand Healthcare System
(The Grand). The Grand is a related party in
that proposed member Jeremey Strauss is CEO
a 95% owner and proposed member Meryl
Strauss has the remaining 5% ownership
interest.

Financial Summary

The purchase price for the acquisition of the
operating interests of River Valley Care Center,
Inc. is $1,000,000 plus the assumption of
liabilities. The applicant has already paid the
$1,000,000 toward the purchase. The projected
budget is as follows:

Revenues $14,341,423
Expenses 14,229,868
Net Income $111,555
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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.

2.

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

Health. [BFA]

Submission of a commitment signed by the applicant which indicates that, within two years from the

date of the council approval, the percentage of all admissions who are Medicaid and

Medicare/Medicaid eligible at the time of admission will be at least 75 percent of the planning area

average of all Medicaid and Medicare/Medicaid admissions, subject to possible adjustment based on

factors such as the number of Medicaid patient days, the facility’s case mix, the length of time before
private paying patients became Medicaid eligible, and the financial impact on the facility due to an
increase in Medicaid admissions. [RNR]

Submission of a plan to continue to enhance access to Medicaid residents. At a minimum, the plan

should include, but not necessarily be limited to, ways in which the facility will:

a. Reach out to hospital discharge planners to make them aware of the facility’'s Medicaid Access
Program;

b. Communicate with local hospital discharge planners on a regular basis regarding bed availability
at the nursing facility; and

c. ldentify community resources that serve the low-income and frail elderly population who may
eventually use the nursing facility, and inform them about the facility’'s Medicaid Access policy.
[RNR]

Submission of a commitment, signed by the applicant, to submit annual reports to the DOH, for at

least two years, demonstrating substantial progress with the implementation of the plan. These

reports should include, but not be limited to:

a. Describing how the applicant reached out to hospital discharge planners to make them aware of
the facility’s Medicaid Access Program;

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

c. ldentifying the community resources that serve the low-income and frail elderly population that
have used, or may eventually use, the nursing facility, and confirming they were informed about
the facility's Medicaid Access policy.

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

e. Other factors as determined by the applicant to be pertinent.

The DOH reserves the right to require continued reporting beyond the two year period. [RNR]
Submission of the proposed Administrative and Consulting Services Agreement between the facility
and The Grand Healthcare System. [LTC]

Submission of a photocopy of the applicant’s executed Certificate of Amendment of Articles of

Organization, acceptable to the Department. [CSL]

Submission of a photocopy of the applicant’s executed Certificate of Assumed Name, acceptable to

the Department. [CSL]

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

Department. [CSL]

Submission of a photocopy of the executed Assignment and Assumption of F.H.A. Replacement

Reserve, acceptable to the Department. [CSL]
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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
April 14, 2016
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Need Analysis |

Project Description

River Valley Operating Associates, LLC, doing business as The Grand Rehabilitation and Nursing at
River Valley, seeks approval to become the established operator of River Valley Care Center, a 160-bed
Article 28 residential health care facility (RHCF) with 30 adult day health care slots, located at 140 Main
Street, Poughkeepsie, 12601, in Dutchess County.

Analysis
The need methodology indicates a surplus of 23 beds in Dutchess County as indicated in the table below:

RHCF Need — Dutchess County

2016 Projected Need 1,903
Current Beds 1,926
Beds Under Construction 0
Total Resources 1,926
Unmet Need -23

The overall occupancy for Dutchess County is 94.1% for 2014 as indicated in the following chart:

River Valley Care Center
Facility vs. County

100.0%
95.0% 97.0%
90.0%
85.0%
80.0%
75.0%

70.0%

Occupancy Rate

2009 2010 2011 2012 2013 2014 2015*
e F3CiliTY 73.2% 78.6% 88.0% 84.1% 84.8% 87.4% 96.7%
== == Dutchess County 93.1% 94.1% 943% 92.7% 94.0% 94.1%  93.6%

*unaudited, based on weekly census

The applicant attributes low occupancy at the facility prior to 2015 to ineffective management and
systemic operational deficiencies. The current operator contracted with one of the proposed operators for
operational consulting services beginning October 1, 2014.

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.
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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.

River Valley Care Center's Medicaid admissions for 2012 and 2013 are 54.4% and 58.8%, respectively.
This facility exceeded Dutchess County 75% rates in 2012 and 2013 of 18.9% and 19.5%, respectively.

Conclusion
Approval of this application will result in maintaining a needed resource for the Medicaid population in the
community.

Recommendation
From a need perspective, contingent approval is recommended.

Program Analysis |

Facility Information

Existing Proposed
Facility Name River Valley Care Center The Grand Rehabilitation and
Nursing at River Valley
Address 140 Main St Same
Poughkeepsie, New York 12601
RHCF Capacity 160 Same
ADHC Program Capacity | 30 Same
Type of Operator Business Corporation Limited Liability Company
Class of Operator Proprietary Proprietary
Operator River Valley Care Center Inc River Valley Operating Associates
LLC
Members
Strauss Ventures, LLC 94%
Jeremy Strauss* (95%)
Meryl Strauss (5%)
Jonathan Strauss 3%
Daniel Muskin 3%
*Managing Member

Facilities Reviewed
Nursing Homes

Boro Park Center for Rehabilitation 05/2011 to present
Brooklyn Center for Rehabilitation & Residential Care 03/2007 to 12/2015
Bushwick Center for Rehabilitation 05/2011 to 12/2015
Corning Center for Rehabilitation 07/2013 to 02/2016
Dutchess Center for Rehabilitation 02/2006 to 11/2015
Essex Center for Rehabilitation 03/2014 to 12/2015
Fulton Center for Rehabilitation & Health Care 04/2012 to 12/2015
Guilderland Center Rehabilitation & Extended Care Facility 11/2014 to present
Holliswood Center for Rehabilitation 05/2013 to present
Queens Center for Rehabilitation 02/2006 to present
Richmond Center for Rehabilitation and Specialty Healthcare 04/2012 to 12/2015
Steuben Center for Rehabilitation and Healthcare 07/2014 to present
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The Grand Rehabilitation and Nursing at Chittenango 05/2011 to present
(formerly Chittenango Center for Rehabilitation and Health Care)

The Grand Rehabilitation and Nursing at Rome 05/2011 to present
(formerly Rome Center for Rehabilitation and Health Care)

Washington Center for Rehabilitation 02/2014 to 12/2015

Waterfront Center for Rehabilitation 01/2013 to 12/2015

Adult Homes

Washington Center Adult Home (AH) 02/2014 to present

Ambulance Company
Senior Care Emergency Ambulance Services, Inc. (EMS) 04/2011 to present

Individual Background Review
Current ownership is shown in brackets.

Jeremy B. Strauss discloses employment as Executive Director of Dutchess Center for Rehabilitation
since 2003. He is also the CEO of The Grand HealthCare System. Mr. Strauss discloses the following
health facility interests:

Boro Park Center for Rehabilitation [2%] 05/2011 to present
Brooklyn Center for Rehabilitation & Residential HealthCare 03/2007 to 12/2015
Bushwick Center for Rehabilitation 05/2011 to 12/2015
Corning Center for Rehabilitation 07/2013 to 02/2016
Dutchess Center for Rehabilitation 08/2004 to 11/2015
Essex Center for Rehabilitation 03/2014 to 12/2015
Fulton Center for Rehabilitation & Health Care 04/2012 to 12/2015
Guilderland Center Rehabilitation & Extended Care Facility [9%)] 11/2014 to present
Holliswood Center for Rehabilitation [7.5%] 05/2013 to present
Queens Center for Rehabilitation [47%)] 06/2004 to present
Richmond Center for Rehabilitation and Specialty Healthcare 04/2012 to 12/2015
Steuben Center for Rehabilitation and Healthcare [29%] 07/2014 to present
The Grand Rehabilitation and Nursing at Chittenango [24%] 05/2011 to present
(formerly Chittenango Center for Rehabilitation and Health Care)
The Grand Rehabilitation and Nursing at Rome [24%] 05/2011 to present
(formerly Rome Center for Rehabilitation and Health Care)
Washington Center for Rehabilitation 02/2014 to 12/2015
Waterfront Center for Rehabilitation 01/2013 to 12/2015
Washington Center Adult Home (AH) [30%] 02/2014 to present
Senior Care Emergency Ambulance Services, Inc. [23%] 05/2005 to present

Meryl Strauss discloses that she has been retired since 1996. Her last employment is listed as a school
teacher in Queens. Ms. Strauss does not disclose health facility interests at the time of this filing.

Jonathan Strauss discloses employment as Vice President of The Grand HealthCare System and has
been employed in healthcare since 2003. Mr. Strauss discloses the following health facility interests:
Dutchess Center for Rehabilitation [2%)] 11/2015 to present
Queens Center for Rehabilitation [2.5%] 10/2015 to present

Daniel Muskin is a nursing home administrator in good standing in New York State. Mr. Muskin has been
employed as Administrator at Queens Center for Rehabilitation & Health Care since July, 1997. Mr.
Muskin does not disclose any health facility interests at the time of this filing.
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Character and Competence - Analysis
No negative information has been received concerning the character and competence of the above
applicants identified as new members.

A review of operations of Essex Center for Rehabilitation and Health Care for the period identified above
reveals the following:

e The facility was fined $6,000 pursuant to a Stipulation and Order for surveillance findings on
August 9, 2015. Deficiencies were found under 10 NYCRR 415.12 Quality of Care: Highest
Practical Concern; 415.26 Administration; and 415.27(a-c) Administration: Quality Assessment
and Assurance

A review of operations of Fulton Center for Rehabilitation and Healthcare for the period identified above
reveals the following:

e The facility was fined $52,000 pursuant to a Stipulation and Order NH-16-004 issued April 23.
2015 for surveillance findings on June 11, 2012, May 15, 2012, and November 21, 2013.
Deficiencies were found under 10 NYCRR 415.12 Quality of Care: Highest Practical Potential;
415.12(i)(1) Quality of Care: Nutrition; 415.12(h)(1) Quality of Care: Accidents/Supervision;
415.12(m)(2) Quality of Care: Medication Errors; 415.12(i)(1) Quality of Care: Nutrition;
415.12(c)(2) Quality of Care: Pressure Sores; 415.26 Administration; 415.27(a-c) Quality
Assurance; 415.3(e)(2)(ii)(b) Notification of Changes; and 415.4(b)(1)(2)(3) Investigative/Report
Allegations.

o Afederal CMP of $975 was assessed for the Junel6, 2012 survey findings.
o Afederal CMP of $11,895 was assessed for the May 15, 2013 survey findings.
o0 Afederal CMP of $10,000 was assessed for the November 21, 2013 survey findings.

e The facility was fined $10,000 pursuant to a Stipulation and Order NH-12-39 issued on
September 17, 2012 for surveillance findings on March 24, 2014. Deficiencies were found under
10 NYCRR 415.12(c)(1)(2) Quality of Care: Pressure Sores.

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. Fulton
Center was a former County facility that had a high turnover of the facility’s County employed staff after
the current operators took over in April of 2012. The current operators had a period of transition after
takeover where they had to hire and train new staff at the facility in order to maintain staffing levels
needed.

A review of operations of Guilderland Center Rehabilitation & Extended Care Facility for the period
identified above reveals the following:

e The facility was fined $4,000 pursuant to a Stipulation and Order NH-16-026 issued on January 5,
2016 for surveillance findings on March 16, 2015. Deficiencies were found under 10 NYCRR
415.12(h)(1) Quality of Care: Accident Free Environment; and 415.26 Administration.

0 A Federal CMP of $4,517.50 was assessed for the March 16, 2015 survey findings.

e The facility was fined $4,000 pursuant to a Stipulation and Order NH-16-110 was issued for
surveillance findings on August 27, 2015. Deficiencies were found under 10 NYCRR
415.12(h)(1) Quality of Care: Accident Free Environment; and 415.26 Administration.

0 A Federal CMP of $16,477.50 was assessed for the August 27, 2015 survey findings
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. The
enforcements above occurred shortly after Mr. Struass came onto the existing ownership structure at 9%
in an attempt to help stabilize the facility and in conjuction with filing a full CON to introduce a new
ownership group.

A review of operations of Richmond Center for Rehabilitation and Specialty Healthcare for the period
identified above reveals the following:

e The facility was fined $18,000 pursuant to a Stipulation and Order issued for surveillance findings
on April 24, 2012. Deficiencies were found under 10 NYCRR 415.4(b) Free from
Abuse/Involuntary Seclusion; 415.4(b)(1)(ii) Investigate Report Allegations; 414.4(b)

_______________________________________________________________________________________________________________________________|]
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Develop/Implement Abuse/Neglect Policies; 415.11(c)(2)(i-iii) Care Planning; 415.12(f)(1)
Mental/Psychological Difficulties; 415.12(h)(1)(2) Quality of Care: Accidents/Supervision; 415.26
Administration; 415.15(a) Medical Director; and 415.27 (a-c) Quality Assurance.

o0 Afederal CMP of $27,528 was assessed for the April 24, 2012 survey findings.

e The facility was fined $2,000 pursuant to a Stipulation and Order NH-16-041 issued January 13,
2016 for surveillance findings on October 24, 2013. Deficiencies were found under 10 NYCRR
415.12(h)(2) Quality of Care: Accident Free Environment.

e The facility was fined $10,000 pursuant to a Stipulation and Order issued for surveillance findings
on March 21, 2014. Deficiencies were found under 10 NYCRR 415.12(h)(2) Quality of Care:
Accidents.

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.
Richmond Center has 300 certified beds with 72 of those beds servicing neurobehavioral residents in
dedicated neurobehavioral units. This population can be difficult to serve and the initial survey findings in
2012 reflect a transition of this facility immediately after the current operators took over in April of 2012,
with this initial enforcement occurring days after the official transition of ownership.

A review of the operations of The Grand Rehabilitation and Nursing at Chittenango (formerly Chittenango
Center for Rehabilitation and Health Care) for the period identified above reveals the following:
o Afederal CMP of $3.250 was assessed for July 30, 2012 survey findings.

A review of the operations of The Grand Rehabilitation and Nursing at Rome (formerly Rome Center for
Rehabilitation and Health Care) for the period identified above reveals the following:
o Afederal CMP of $1,600 was assessed for May 18, 2011 survey findings.

A review of the operations of Washington Center for Rehabilitation and Healthcare for the period
identified above reveals the following:
e The facility was fined $4,000 pursuant to a Stipulation and Order issued for surveillance findings
on September 11, 2015. Deficiencies were found under 10 NYCRR 415.12(h)(1) Quality of Care:
Accident Free Environment; 415.27(a-c) Administration: Quality Assessment and Assurance.

A review of the operations of Waterfront Center for Rehabilitation and Healthcare for the period identified
above reveals the following:

e The facility was fined $24,000 pursuant to a Stipulation issued for surveillance findings on
November 6, 2015. Deficiencies were found under 10 NYCRR 415.12(m)(2) Quality of Care: No
Significant Med Errors; 415.12 Quality of Care: Highest Practicable Potential; 415.12(1)(1) Quality
of Care: Unnecessary Drugs; 415.18(a) Pharmacy Services: Facility Must Provide Routine and
Emergency Drugs in a Timely Manner; 415.18(c)(2) Pharmacy Services: the Drug Regimen of
Each Resident Must be Reviewed at Least Once a Month by Licensed Pharmacist; 415.4(b)(2)(3)
Investigate/Report Allegations/Individuals; 415..26 Administration; and 415.27(c)(2)(3)(v)
Administration: Quality Assessment and Assurance.

The review of operations of Boro Park Center for Rehabilitation and Healthcare, Brooklyn Center for
Rehabilitation and Residential Health Care, Bushwick Center for Rehabilitation and Health Care, Corning
Center for Rehabilitation, Dutchess Center for Rehabilitation and Healthcare, Holliswood Center for
Rehabilitation and Healthcare, Queens Center for Rehabilitation and Residential Health Care, and
Steuben Center for Rehabilitation and Healthcare for the time periods indicated above reveals that there
were no enforcements.

The review of Senior Care Emergency Ambulance Services, Inc. reveals that there were no
enforcements.

A review of operations for Washington Center Adult Home, for the periods identified above, reveals that
there were no enforcements.
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Project Review

This application proposes to establish River Valley Operating Associates, LLC as the new operator of
River Valley Care Center. The facility will be operated as The Grand Rehabilitation and Nursing at River
Valley. No changes in the program or physical environment are proposed in this application.

Strauss Ventures, LLC was formed for the purpose of representing Jeremy and Meryl Strauss’ ownership
interest in healthcare related entities.

Jeremy Strauss is CEO and 95% owner of The Grand Healthcare System (The Grand), which provides
administrative services (payroll, billing, accounts payable) as well as clinical and administrative consulting
services to health care facilities. Meryl Strauss owns the remaining 5% of the Grand. It is the intent of
the proposed operators to contract with The Grand for general administrative services (payroll, billing,
accounts payable) as well as clinical and administrative consulting services. It should be noted that The
Grand does not have any direct ownership interest in the operations of residential health care facilities in
New York State, nor is it proposed through this application that it will have a direct ownership interest in
this facility. Despite the common ownership of its members, the facility will be a wholly independent and
distinct legal entity, in no way controlled by The Grand.

Guilderland Center Rehabilitation & Extended Care Facility (Guilderland Center) was designated as a
CMS Special Focus Facility in July of 2015 based on a poor surveillance history. In October of 2014
Jeremy Strauss came into the existing ownership structure at 9% as allowed under PHL 2801a-(4)(b)(ii).
Mr. Strauss became a member of the operating LLC, instead of a consultant, in order to have decision
making power and authority over operations at the facility. He became active in facility operations in May
of 2015 to help stabilize the facility and bring in additional resources, including consulting services from
The Grand Healthcare System. In response to the Special Focus designation Mr. Strauss instituted
numerous changes at the facility. These changes include but were not limited to: replacement of the
administrator and director of nursing; replacement of the clinical staff; replacement of the RN Unit
managers; and hired additional full time staff such as a staff educator, QAPI nurse, housekeeping
director, maintenance director, and MDS coordinators. He also invested $2.2 million to address
conditions at the facility. This included: installing a state of the art wander guard and resident monitoring
system; installing security cameras; new rehabilitation room; renovated resident common areas; replaced
resident beds; replaced lighting throughout the building; and installed TVs and phones at each resident
bedside. Mr. Strauss has submitted CON#151090 to establish a new ownership group at the facility
which will make him the primary and managing member.

Conclusion

No negative information has been received concerning the character and competence of the proposed
applicants. All health care facilities are in substantial compliance with all rules and regulations. The
individual background review indicates the applicants have met the standard for approval as set forth in
Public Health Law §2801-a(3).

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

Asset Purchase Agreement

The applicant has submitted an executed asset purchase agreement for the purchase of the operations of
River Valley Care Center, Inc., to be effectuated upon PHHPC approval of this CON application, as
summarized below:

Date: September 15, 2014 (Execution Date) / October 1, 2014 (Effective Date)
Seller: River Valley Care Center, Inc.
Purchaser: River Valley Operating Associates, LLC

Assets Acquired: | All inventory and supplies owned by Seller and used/held at the Facility; contracts,
agreements, leases, undertakings, commitments and other arrangements; the
name “River Valley Care Center” and all other trade names, logos, trademarks and
service marks associated with the Facility; all menus, policies and procedure
manuals and computer software; copies of all financial books/records in the
possession of Seller relating to the Facility; copies of all resident/patient records;
Seller's Medicare and Medicaid provider numbers and provider agreements for the
facility; all accounts receivable, regardless of when billed, relating to services
rendered by the Facility on and after the Effective Date; the lease and all cash,
deposits and cash equivalents attributable to the operation of the Facility on an
after the Effective Date.

Excluded Assets: | All cash, deposits, cash equivalents, short term investments attributable to the
operation of the Facility prior to the Effective Date; all accounts receivable,
regardless of when billed, relating to services rendered by the Facility prior to the
Effective Date; all marketable securities and accrued interest/dividends as of the
Effective Date, all insurance policies and Seller’s rights under insurance policies,
all tax credits, refunds, recovering and similar benefits of Seller relating to the Pre-
Signing Tax Period and all personnel property of Seller, other than the inventory

and supplies.
Assumed Purchaser shall assume at the Closing all liabilities and obligations arising on and
Liabilities: after the Effective Date with respect to the ownership and/or operation of the

Facility and/or the Basic Assets on and after the Effective Date including, but not
limited to, the Assumed Healthcare Program Liabilities, and taxes apportioned to
Buyer and all liabilities for taxes for taxable periods commencing on or after the
Effective Date relating to the real estate, the Seller’s obligations with respect to the
Buyer Employees to the extent assumed by Buyer and all liabilities for all
environmental conditions.

Purchase Price: $1,000,000 plus the assumption of liabilities.

Payment of The purchaser has already paid the $1,000,000 toward the purchase price.
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 Seller pursuant to Article 28 of the Public Health
Law with respect to the period of time prior to the applicant acquiring its interest, without releasing the
Seller of its liability and responsibility. Currently, the facility has no outstanding Medicaid assessments or
liabilities.
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Lease Rental Agreement

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

Premises: | The site located at 140 Main Street, Poughkeepsie, New York.
Lessor: River Valley Realty Co. L.P.
Lessee: River Valley Operating Associates, LLC
Term: 10 years
Rental: Years 1-5: Annual rent of $1,000,000
Years 6-10: Annual rent of $1,250,000
Provisions: | Lessee shall be responsible for real estate taxes, maintenance and utilities.

The lease agreement is an arm’s length lease arrangement.

Operating Budget
The applicant has provided an operating budget, in 2016 dollars, for the current year and year one
subsequent to change of ownership, summarized as follows:

Current Year (2014) Year One

RHCF Per Diem Total Per Diem Total
Revenues

Medicaid MC $235.93 $10,424,929 $206.01 $10,083,799
Medicare FFS $512.83 2,421,604 $552.65 2,957,234
Private Pay $296.65 628,304 $291.57 685,199
Total Revenues $13,474,837 $13,726,232
Expenses

Operating $283.21 $14,451,184 $216.52 $12,265,186
Capital $22.28 1,137,038 18.89 1,070,171
Total Expenses $305.49 $15,588,222 $235.41 $13,335,357
Net Income ($2,113,385) $390.875
Utilization (Pt Days) 51,027 56,648
Occupancy 87.38% 97.00%

Utilization by payor source for the RHCF beds for 2014 and the first year after the change in operator is
as follows:

Payor Current (2014) Year One
Medicaid MC 86.40% 86.40%
Medicare FFS 9.45% 9.45%
Private Pay 4.15% 4.15%

The operating budget for the 30-slot ADHCP is as follows:

ADHCP Current (2014) Year One
Revenues $414,000 $615,191
Expenses 972,555 894,511
Net Income ($558,535)  ($279,320)
Utilization (Visits) 5,302 7,566
Cost Per Visit $183.43 $118.23

The ADHCP visits were 100% Medicaid in 2014 and will be 100% Medicaid during the first and third year
after the change in ownership.
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The combined revenues and expenses for the RHCF and ADHCP services are as follows:

Combined Current (2014) Year One
Revenues $13,888,857 $14,341,423
Expenses 16,560,777 14,229,868
Net Income ($2,671,920) $111,555

The following is noted with respect to the submitted budget:

e Revenue assumptions are based on the facility’s historical rate data by payor, as the applicant
anticipates these rates will be held for a period of time going forward. The applicant states that their
business model includes flexibility to transition to a Value Based Payment System prior to the end of
the three year transition window.

e Expense assumptions are based on the facility’s prior year expenses, taking into consideration the
following projected expense reductions:

0 Salary and related employee benefits expenses are being reduced by $1,223,960 and $511,901,
respectively, related to a reduction in FTEs. Aides/Orderlies will decrease by 17.8 FTEs, RNs will
decrease by 6.0 FTEs, and environmental/food service staff will decrease by 10.3 FTEs. The
staffing reductions are mitigated by an increase in FTEs for other direct care staff, including the
addition of 1.5 FTEs for PT, 2 FTEs for OT, and 1 FTE for Speech Therapy.

o Professional fees are being reduced by $91,050.

0 Medical & surgical supplies expenses are being reduced by $48,499.

o Non-surgical supplies will be reduced by $107,308.

o Utilization is projected to increase to 97% during the first year after the change in operator. The
facility achieved occupancy of 84.8% in 2013 and 87.38% in 2014. The applicant indicated that the
increase from 2013 to 2014 was attributable to the operational consulting services of Jeremy Strauss
which began on October 1, 2014. Upon approval of the new operator, Jeremy Strauss will have an
active role as a managing member of the facility and will ensure that the operational changes
implemented to date that resulted in the increase in occupancy will continue going forward.

e Breakeven occupancy is 96.0% (56,064 nursing facility patient days).

e The facility is projecting to improve operations of the ADHCP via an increase in ADHCP visits.

Capability and Feasibility
The purchase price for the acquisition of the operating interests is $1,000,000 plus the assumption of
liabilities. The applicant has already paid the $1,000,000 toward the purchase.

Working capital requirements are estimated at $2,356,056, which appears reasonable based on two
months of first year expenses. The applicant will finance $1,178,028 at an interest rate of 5% for a five-
year term. The applicant submitted a letter of interest in regard to the financing. The remaining
$1,178,028 will be met via equity from the proposed members. BFA Attachment A is the personal net
worth statements of the proposed members of River Valley Operating Associates, LLC, which indicates
the availability of sufficient funds to meet the working capital equity requirement. Jeremy Strauss
provided an affidavit stating that he will contribute equity disproportionate to his ownership interest for the
working capital portion. BFA Attachment C is the pro forma balance sheet as of the first day of operation,
which indicates a positive net asset position of $2,178,028. Assets include $816,521 in goodwill, which is
not a liquid resource, nor is it recognized for Medicaid reimbursement. If goodwill is eliminated from the
equation, the total net assets would be a positive $1,361,507.

The submitted budget projects a net income of $111,555 during the first year after the change in operator.
The applicant indicated their business model includes flexibility to transition to a Value Based Payment
System prior to 2020, however their budget revenue assumptions were based on the facility’s historical
experience, as they anticipate the various payor rates will continue for a period of time going forward.
Projected utilization by payor conforms to historical experience. The budget appears reasonable.

A transition of nursing home (NH) residents to Medicaid managed care is currently being implemented
statewide. Under the managed care construct, Managed Care Organizations (MCOs) will negotiate
payment rates directly with NH providers. A department policy, as described in the “Transition of Nursing
Home Benefit and Population into Managed Care Policy Paper,” provided guidance requiring MCOs to
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pay the benchmark Medicaid FFS rate, or a negotiated rate acceptable to both plans and NH, for three
years after a county has been deemed mandatory for NH population enrollment. As a result, the
benchmark FFS rate remains a viable basis for assessing Medicaid NH revenues through the transition
period.

BFA Attachment B is the financial summary of River Valley Care Center, Inc. from 2012 through 2014. As
shown, the entity had an average positive working capital position and an average negative net asset
position from 2012 through 2014. Also, the entity incurred average net losses of $3,426,999 from 2012
through 2014. The applicant indicated that the reason for the losses from 2012 through 2014 were the
result of low occupancy. The low occupancy was attributed to the poor ratings in quality measures due to
a number of survey deficiencies the facility received. To improve operations, the facility corrected all
deficiencies and sought out services from a consulting firm, which began on October 1, 2014. Since the
consulting firm’s involvement, the applicant indicated that facility has seen an increase in occupancy up to
97.5% through June 30, 2015.

BFA Attachment E is the internal financial statements of River Valley Care Center as of September 30,
2015. As shown, the entity had a positive working capital position and a negative net asset position for
the period. Also, the entity incurred a loss from operations of $1,518,124 through September 30, 2015.

BFA Attachment D is the 2012-2014 financial summaries of Jeremy Strauss’ affiliated nursing homes. As
shown, the facilities have maintained a positive net asset position, positive working capital position and a
positive income from operations for the period shown, with the exception of Queens Center for
Rehabilitation, Dutchess Center, Bushwick Center, Chittenango Center and Richmond Center, which had
negative working capital positions due to vacation and sick time accruals and pending CMI adjustments.
Financial statements for Washington Center for Rehabilitation, Essex Center for Rehabilitation, Steuben
Center for Rehabilitation and Guilderland Center Rehabilitation and Extended Care are not available as
the facilities were newly acquired in 2014.

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 Personal net worth statement - proposed members

BFA Attachment B Financial Summary - River Valley Care Center, Inc.

BFA Attachment C Pro Forma Balance Sheet

BFA Attachment D Affiliated nursing facilities of proposed member Jeremy Strauss

BFA Attachment E September 30, 2015 internal financial statements of River Valley Care Center

BNHLC Attachment A Quality Measures and Inspection Report
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NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY.

of Health

Project # 151090-E
Guilderland Operator, LLC
d/b/a The Grand Rehabilitation and Nursing at Guilderland

Program:

Purpose: Establishment

Residential Health Care Facility

County: Albany
Acknowledged: March 5, 2015

Executive Summary

Description

Guilderland Operator, LLC d/b/a The Grand
Rehabilitation and Nursing at Guilderland, a
New York State limited liability company, seeks
approval to be established as the operator of
Guilderland Center Rehabilitation and Extended
Care Facility, a 127-bed Article 28 residential
health care facility (RHCF) located at 428 Rte.
146, Guilderland Center (Albany County). The
facility is currently operated by Guilderland
Center Rehabilitation and Extended Care
Facility Operating Company, LLC. There will be
no change in services provided.

On October 21, 2013, the current operator of the
RHCF entered into an Operations Purchase and
Transfer Agreement (OPTA) with Guilderland
Operator, LLC for the sale and acquisition of the
operating interests of the facility, upon approval
by the Public Health and Health Planning
Council.

Ownership of the facility before and after the
requested change are as follows:

Current Operator
Guilderland Ctr Rehabilitation and Extended
Care Facility Operating Company, LLC
Members %

Aaron Seligson 30.34%
Martin Rothman 30.33%
Patricia Bruder 30.33%
Jeremy Strauss 9.00%

Proposed Operator
Guilderland Operator, LLC

Members %
Jonathan Strauss 2.5%
Strauss Ventures, LLC 97.5%

Jeremy Strauss (95.0%)
Meryl Strauss (5.0%)

The purchase price for the operations is
$2,300,000 plus the assumption of liabilities due
the Department of Health (DOH) as of the date
of closing. The liabilities are being paid back on
a monthly basis at the agreed upon rate of
$4,607 per month. Outstanding DOH liabilities
totaled $2,371,938 as of February 9, 2016.

In conjunction with the OPTA, Guilderland
Realty Holdings Corp., the RHCF's real property
owner, entered into a Real Estate Purchase
Agreement (REPA) with 428 Route 146, LLC for
the real property interests of the nursing facility.
The purchase price for the real estate is
$1,913,720 based on the buyer paying off the
Citizen’s Bank mortgage associated with the
property in the amount due as of the Closing
Date, presently valued at $1,649,989 as of
March 1, 2016, and the assumption of real
estate taxes in arrears for 2003, 2005, 2006,
2007 and 2008. The taxes in arrears are being
paid back to the County of Albany on a monthly
basis at the agreed upon rate of $44,170.40 per
month until July 2016, at which time the
remaining balance plus accrued interest is to be
paid. As of March 1, 2016, the outstanding tax
balance due was $263,731.
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The closing of the REPA will be concurrent with
the closing of the OPTA. The applicant will
lease the premises from 428 Route 146, LLC.
The applicant has submitted an affidavit
attesting that there is a relationship between
landlord and tenant in that the members of each
company have previous business relationships
involving real estate transactions of other
nursing homes.

Jeremy Strauss and Jonathan Strauss have
ownership interest in several New York State
RHCFs. BFA Attachments D and E present the
ownership interest and financial summaries of
the members’ affiliated skilled nursing facilities.

OPCHSM Recommendation
Contingent Approval

Need Summary

This application will not result in a change to
beds or services. Guilderland Center’'s
occupancy was 94.5% in 2011, 89.9% in 2012,
88.4% in 2013 and 77.8% in 2014. In October
2014, the proposed managing member, Jeremy
Strauss, became a 9% member of the current
operator. As a result, additional marketing
initiatives were implemented and the facility has
become more engaged with hospital discharge
planners and community resources. Occupancy
increased to 95.2% in 2015.

Program Summary

No negative information has been received
concerning the character and competence of the
proposed applicants. All health care facilities

are in substantial compliance with all rules and
regulations. The individual background review
indicates the applicants have met the standard
for approval as set forth in Public Health Law
§2801-a(3).

Financial Summary

Guilderland Operator, LLC will acquire the
operating interest in the RHCF for $4,671,938
which will be financed as follows: $725,000 from
members’ equity equal to their ownership
percentage, a bank loan of $1,575,000 at an
interest rate of 5% for a 25-year term, and the
assumption of approximately $2,371,938 in DOH
liabilities associated with the facility operations
with a current monthly repayment rate of $4,607.

428 Route 146, LLC will acquire the RHCF's real
property for $1,913,720 which will be financed
as follows: $263,731 from members’ equity
equal to their ownership percentage, plus the
assumption of the current Citizens bank loan.
The loan is valued at $1,649,989 as of March 1,
2016, with a 7.7% interest rate and is scheduled
to be paid off in May 2022.

There are no project costs associated with this
proposal. The projected operating budget is as
follows:

Current Year Year One
Revenues $6,647,872 $8,675,231
Expenses $8,313,112 $8,334,188
Gain/(Loss) ($1,693,151) $341,043
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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.

2.

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

Health. [BFA]

Submission of an executed permanent mortgage for the project provided from a recognized lending

institution at an interest rate acceptable to the Department of Health. Included with the submission

must be a sources and uses statement and debt amortization schedule, for both new and refinanced
debt. [BFA]

Submission of a commitment signed by the applicant which indicates that, within two years from the

date of the council approval, the percentage of all admissions who are Medicaid and

Medicare/Medicaid eligible at the time of admission will be at least 75 percent of the planning area

average of all Medicaid and Medicare/Medicaid admissions, subject to possible adjustment based on

factors such as the number of Medicaid patient days, the facility’s case mix, the length of time before
private paying patients became Medicaid eligible, and the financial impact on the facility due to an
increase in Medicaid admissions. [RNR]

Submission of a plan to continue to enhance access to Medicaid residents. At a minimum, the plan

should include, but not necessarily be limited to, ways in which the facility will;

a. Reach out to hospital discharge planners to make them aware of the facility’s Medicaid Access
Program;

b. Communicate with local hospital discharge planners on a regular basis regarding bed availability
at the nursing facility; and

c. ldentify community resources that serve the low-income and frail elderly population who may
eventually use the nursing facility, and inform them about the facility’s Medicaid Access policy.
[RNR]

Submission of a commitment, signed by the applicant, to submit annual reports to the DOH, for at

least two years, demonstrating substantial progress with the implementation of the plan. These

reports should include, but not be limited to:

a. Describing how the applicant reached out to hospital discharge planners to make them aware of
the facility’s Medicaid Access Program;

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

c. Identifying the community resources that serve the low-income and frail elderly population that
have used, or may eventually use, the nursing facility, and confirming they were informed about
the facility's Medicaid Access policy.

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

e. Other factors as determined by the applicant to be pertinent.

The DOH reserves the right to require continued reporting beyond the two year period. [RNR]

Submission of the proposed Administrative and Consulting Services Agreement between the facility

and The Grand Healthcare System. [LTC]

Submission of a photocopy of the proposed and executed operating agreement of Strauss Ventures,

LLC, which is acceptable to the Department. [CSL]

Submission of a photocopy of the executed proposed articles of organization of Strauss Ventures,

LLC, which is acceptable to the Department. [CSL]

Submission of a photocopy of the applicant’s certificate of assumed name filed with the State of New

York, which is acceptable to the Department. [CSL]
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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
April 14, 2016

|
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Need Analysis |

Analysis
There is currently a need for 25 beds in Albany County as indicated in the table below:

RHCF Need — Albany County

2016 Projected Need 1,844
Current Beds 1,819
Beds Under Construction 0
Total Resources 1,819
Unmet Need 25
The historical occupancy for Guilderland Center is compared to that of Albany County in the chart below:
Guilderland Center Occupancy
Facility vs. Albany County
100%
R T L L R AR RR R ERRSRLRRRRY V44
95% == — e ee—aa_ ————
8 - e» a» a» a» a»
©
o=
o 90%
[
©
Q.
3 85%
()
o
80%
75%
2009 2010 2011 2012 2013 2014 2015*
e F3 Cillity 89.4% 94.1% 94.5% 89.9% 88.4% 77.8% 95.2%
= = = Albany County| 95.5% 96.8% 95.4% 95.0% 94.0% 94.0% 94.5%

*unaudited; facility reported data

The applicant attributes the low occupancy during 2012 - 2014 to ineffective management and systematic
deficiencies. In October 2014, the proposed managing member, Jeremy Strauss, became a 9% member
of the current operator. As a result, additional marketing initiatives were implemented and the facility has
become more engaged with hospital discharge planners and community resources. Occupancy
increased to 95.2% in 2015.

In addition to the new marketing initiatives and increased engagement with hospital discharge planners
and community resources, new programs are being implemented to serve higher acuity residents while
also preventing avoidable hospital admissions and readmissions. New programs include: tracheostomy
care, cardiac rehabilitation, enhanced wound care, IV therapy and complex clinical care services.

The following physical improvements have been made to the facility: 80 new electric beds, updated, state
of the art rehabilitation room and flooring replacement of carpet in resident hallways. Staff competencies
were assessed and where indicated, incompetent staff were terminated and replaced as appropriate.
The following improvements are in process or will be created: installation of direct dial telephones, flat-
screen televisions and furniture in resident rooms, upgrade of call bell system and replacement of dining

|
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room furniture and equipment. The facility has hosted visits with hospital discharge planners from area
hospitals to provide the opportunity to observe changes 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.

Guilderland Center’s Medicaid admissions for 2012 and 2013 are 14.8% and 14.7%, respectively. This
facility exceeded the Albany County 75% rates in 2012 and 2013 of 10.7% and 11.3%, respectively.

Conclusion
Contingent approval of this application will result in the continuation of a needed resource for the
residents of Albany county.

Recommendation
From a need perspective, contingent approval is recommended.

Program Analysis |

Program Description

This application proposes to establish Guilderland Operator, LLC as the new operator of Guilderland
Center Rehabilitation & Extended Care Facility. The facility will be operated as The Grand Rehabilitation
and Nursing at Guilderland. No changes in the program or physical environment are proposed in this
application.

Existing Proposed
Facility Name Guilderland Center Rehabilitation The Grand Rehabilitation and
& Extended Care Facility Nursing at Guilderland
Address 428 Route 146 Same
Guilderland Center, NY 12085
RHCF Capacity 127 Same
ADHC Program Capacity | N/A Same
Type of Operator Limited Liability Company Limited Liability Company
Class of Operator Proprietary Proprietary
Operator Guilderland Center Rehabilitation Guilderland Operator, LLC
and Extended Care Facility
Operating Co., LLC Members
Strauss Ventures, LLC 97.5%
Current Members *Jeremy Strauss 95%
Aaron Seligson 30.33% Meryl Strauss 5%
Martin Rothman 30.33% Jonathan Strauss 2.5%
Patricia Bruder 30.33%
Jeremy Strauss 9.00% *Managing Member
100.00%
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Facilities Reviewed
Nursing Homes
Boro Park Center for Rehabilitation
Brooklyn Center for Rehabilitation & Residential Care
Bushwick Center for Rehabilitation
Corning Center for Rehabilitation
Dutchess Center for Rehabilitation
Essex Center for Rehabilitation
Fulton Center for Rehabilitation & Health Care
Guilderland Center
Holliswood Center for Rehabilitation
Queens Center for Rehabilitation
Richmond Center for Rehabilitation and Specialty Healthcare
Steuben Center for Rehabilitation and Healthcare
The Grand Rehabilitation and Nursing at Chittenango
(formerly Chittenango Center for Rehabilitation and Health Care)
The Grand Rehabilitation and Nursing at Rome
(formerly Rome Center for Rehabilitation and Health Care)
Washington Center for Rehabilitation
Waterfront Center for Rehabilitation

Adult Home (AH)
Washington Center Adult Home

Ambulance Company (EMS)
Senior Care Emergency Ambulance Services, Inc. (EMS)

Individual Background Review

05/2011 to present
03/2007 to 12/2015
05/2011 to 12/2015
07/2013 to 02/2016
02/2006 to 11/2015
03/2014 to 12/2015
04/2012 to 12/2015
11/2014 to present
05/2013 to present
02/2006 to present
04/2012 to 12/2015
07/2014 to present
05/2011 to present

05/2011 to present
02/2014 to 12/2015
01/2013 to 12/2015

02/2014 to present

04/2011 to present

Jeremy B. Strauss discloses employment as Executive Director of Dutchess Center for Rehabilitation
since 2003. He is also the CEO of The Grand HealthCare System. Mr. Strauss discloses the following

health facility interests:
Boro Park Center for Rehabilitation [2%)]
Brooklyn Center for Rehabilitation & Residential HealthCare
Bushwick Center for Rehabilitation
Corning Center for Rehabilitation
Dutchess Center for Rehabilitation
Essex Center for Rehabilitation
Fulton Center for Rehabilitation & Health Care
Guilderland Center
Holliswood Center for Rehabilitation [7.5%]
Queens Center for Rehabilitation [47%)]
Richmond Center for Rehabilitation and Specialty Healthcare
Steuben Center for Rehabilitation and Healthcare [29%)]
The Grand Rehabilitation and Nursing at Chittenango [24%)]

(formerly Chittenango Center for Rehabilitation and Health Care)

The Grand Rehabilitation and Nursing at Rome [24%)]
(formerly Rome Center for Rehabilitation and Health Care)
Washington Center for Rehabilitation

Waterfront Center for Rehabilitation

Washington Center Adult Home (AH) [30%]

Senior Care Emergency Ambulance Services, Inc. [23%]

Meryl Strauss discloses that she has been retired since 1996. Her last employment is listed as a school

05/2011 to present
03/2007 to 12/2015
05/2011 to 12/2015
07/2013 to 02/2016
08/2004 to 11/2015
03/2014 to 12/2015
04/2012 to 12/2015
11/2014 to present
05/2013 to present
06/2004 to present
04/2012 to 12/2015
07/2014 to present
05/2011 to present

05/2011 to present

02/2014 to 12/2015
01/2013 to 12/2015
02/2014 to present
05/2005 to present

teacher in Queens. Ms. Strauss does not disclose health facility interests at the time of this filing.
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Jonathan Strauss discloses employment as Vice President of The Grand HealthCare System and has

been employed in healthcare since 2003. Mr. Strauss discloses the following health facility interests:
Dutchess Center for Rehabilitation [2%)] 11/2015 to present
Queens Center for Rehabilitation [2.5%] 10/2015 to present

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

A review of operations of Essex Center for Rehabilitation and Health Care for the period identified above

reveals the following:

e The facility was fined $6,000 pursuant to a Stipulation and Order for surveillance findings on August
9, 2015. Deficiencies were found under 10 NYCRR 415.12 Quality of Care: Highest Practical
Concern; 415.26 Administration; and 415.27(a-c) Administration: Quality Assessment and Assurance

A review of operations of Fulton Center for Rehabilitation and Healthcare for the period identified above

reveals the following:

e The facility was fined $52,000 pursuant to a Stipulation and Order NH-16-004 issued April 23. 2015
for surveillance findings on June 11, 2012, May 15, 2012, and November 21, 2013. Deficiencies
were found under 10 NYCRR 415.12 Quality of Care: Highest Practical Potential; 415.12(i)(1) Quality
of Care: Nutrition; 415.12(h)(1) Quality of Care: Accidents/Supervision; 415.12(m)(2) Quality of Care:
Medication Errors; 415.12(i)(1) Quality of Care: Nutrition; 415.12(c)(2) Quality of Care: Pressure
Sores; 415.26 Administration; 415.27(a-c) Quality Assurance; 415.3(e)(2)(ii)(b) Notification of
Changes; and 415.4(b)(1)(2)(3) Investigative/Report Allegations.

o0 Afederal CMP of $975 was assessed for the Junel6, 2012 survey findings.
o0 Afederal CMP of $11,895 was assessed for the May 15, 2013 survey findings.
o0 Afederal CMP of $10,000 was assessed for the November 21, 2013 survey findings.

e The facility was fined $10,000 pursuant to a Stipulation and Order NH-12-39 issued on September
17, 2012 for surveillance findings on March 24, 2014. Deficiencies were found under 10 NYCRR
415.12(c)(1)(2) Quality of Care: Pressure Sores.

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. Fulton
Center was a former County facility that had a high turnover of the facility’s County employed staff after
the current operators took over in April of 2012. The current operators had a period of transition after
takeover where they had to hire and train new staff at the facility in order to maintain staffing levels
needed.

A review of operations of Guilderland Center Rehabilitation & Extended Care Facility for the period

identified above reveals the following:

e The facility was fined $4,000 pursuant to a Stipulation and Order NH-16-026 issued on January 5,
2016 for surveillance findings on March 16, 2015. Deficiencies were found under 10 NYCRR
415.12(h)(1) Quality of Care: Accident Free Environment; and 415.26 Administration.

0 A Federal CMP of $4,517.50 was assessed for the March 16, 2015 survey findings.

e The facility was fined $4,000 pursuant to a Stipulation and Order NH-16-110 was issued for
surveillance findings on August 27, 2015. Deficiencies were found under 10 NYCRR 415.12(h)(1)
Quality of Care: Accident Free Environment; and 415.26 Administration.

0 A Federal CMP of $16,477.50 was assessed for the August 27, 2015 survey findings.

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 of Richmond Center for Rehabilitation and Specialty Healthcare for the period
identified above reveals the following:
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e The facility was fined $18,000 pursuant to a Stipulation and Order issued for surveillance findings on
April 24, 2012. Deficiencies were found under 10 NYCRR 415.4(b) Free from Abuse/Involuntary
Seclusion; 415.4(b)(1)(ii) Investigate Report Allegations; 414.4(b) Develop/Implement Abuse/Neglect
Policies; 415.11(c)(2)(i-iii) Care Planning; 415.12(f)(1) Mental/Psychological Difficulties;
415.12(h)(1)(2) Quality of Care: Accidents/Supervision; 415.26 Administration; 415.15(a) Medical
Director; and 415.27 (a-c) Quality Assurance.

o Afederal CMP of $27,528 was assessed for the April 24, 2012 survey findings.

e The facility was fined $2,000 pursuant to a Stipulation and Order NH-16-041 issued January 13, 2016
for surveillance findings on October 24, 2013. Deficiencies were found under 10 NYCRR
415.12(h)(2) Quality of Care: Accident Free Environment.

e The facility was fined $10,000 pursuant to a Stipulation and Order issued for surveillance findings on
March 21, 2014. Deficiencies were found under 10 NYCRR 415.12(h)(2) Quality of Care: Accidents.

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.
Richmond Center has 300 certified beds with 72 of those beds servicing neurobehavioral residents in
dedicated neurobehavioral units. This population can be difficult to serve and the initial survey findings in
2012 reflect a transition of this facility immediately after the current operators took over in April of 2012,
with this initial enforcement occurring days after the official transition of ownership.

A review of the operations of The Grand Rehabilitation and Nursing at Chittenango (formerly Chittenango
Center for Rehabilitation and Health Care) for the period identified above reveals the following:
o Afederal CMP of $3.250 was assessed for July 30, 2012 survey findings.

A review of the operations of The Grand Rehabilitation and Nursing at Rome (formerly Rome Center for
Rehabilitation and Health Care) for the period identified above reveals the following:
o Afederal CMP of $1,600 was assessed for May 18, 2011 survey findings.

A review of the operations of Washington Center for Rehabilitation and Healthcare for the period

identified above reveals the following:

e The facility was fined $4,000 pursuant to a Stipulation and Order issued for surveillance findings on
September 11, 2015. Deficiencies were found under 10 NYCRR 415.12(h)(1) Quality of Care:
Accident Free Environment; 415.27(a-c) Administration: Quality Assessment and Assurance.

A review of the operations of Waterfront Center for Rehabilitation and Healthcare for the period identified

above reveals the following:

e The facility was fined $24,000 pursuant to a Stipulation issued for surveillance findings on November
6, 2015. Deficiencies were found under 10 NYCRR 415.12(m)(2) Quality of Care: No Significant Med
Errors; 415.12 Quality of Care: Highest Practicable Potential; 415.12(1)(1) Quality of Care:
Unnecessary Drugs; 415.18(a) Pharmacy Services: Facility Must Provide Routine and Emergency
Drugs in a Timely Manner; 415.18(c)(2) Pharmacy Services: the Drug Regimen of Each Resident
Must be Reviewed at Least Once a Month by Licensed Pharmacist; 415.4(b)(2)(3) Investigate/Report
Allegations/Individuals; 415..26 Administration; and 415.27(c)(2)(3)(v) Administration: Quality
Assessment and Assurance.

The review of operations of Boro Park Center for Rehabilitation and Healthcare, Brooklyn Center for
Rehabilitation and Residential Health Care, Bushwick Center for Rehabilitation and Health Care, Corning
Center for Rehabilitation, Dutchess Center for Rehabilitation and Healthcare, Holliswood Center for
Rehabilitation and Healthcare, Queens Center for Rehabilitation and Residential Health Care, and
Steuben Center for Rehabilitation and Healthcare for the time periods indicated above reveals that there
were no enforcements.

Senior Care Emergency Ambulance Services, Inc.

Washington Center Adult Home
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Project Review

This application proposes to establish Guilderland Operator, LLC as the new operator of Guilderland
Center Rehabilitation & Extended Care Facility. The facility will be operated as The Grand Rehabilitation
and Nursing at Guilderland. No changes in the program or physical environment are proposed in this
application.

Jeremy Strauss is CEO and 95% owner of The Grand Healthcare System (The Grand), which provides
administrative services (payroll, billing, accounts payable) as well as clinical and administrative consulting
services to health care facilities. The current operator contracts with The Grand and it is the intent of the
proposed operator to continue to contract with The Grand for general administrative services (payroll,
billing, accounts payable) as well as clinical and administrative consulting services. It should be noted
that The Grand does not have any direct ownership interest in the operations of residential health care
facilities in New York State, nor is it proposed through this application that it will have a direct ownership
interest in this facility. Despite the common ownership of one of its members, the facility will be a wholly
independent and distinct legal entity, in no way controlled by The Grand.

Jeremy Strauss came onto the existing ownership structure of Guilderland Center in October of 2014 as a
9% member as allowed under PHL 2801a-(4)(b)(ii). Coming in as a member of the operating LLC,
instead of as a consultant, allowed Mr. Strauss to have decision making power and authority over
operations at the facility. He became active in facility operations in May of 2015 and started initiating
modifications to bring about positive institutional change. In July of 2015 the facility was designated
Special Focus Program based on a poor surveillance history from previous years. Mr. Strauss continued
to initiate change at the facility in order to address the Special Focus designation. These changes include
but were not limited to: replacement of the administrator and director of nursing; replacement of the
clinical staff; replacement of the RN Unit managers; and hired additional full time staff such as a staff
educator, QAPI nurse, housekeeping director, maintenance director, and MDS coordinators. He invested
$2.2 million to address conditions at the facility. This included: installing a state of the art wander guard
and resident monitoring system; installing security cameras; new rehabilitation room; renovated resident
common areas; replaced resident beds; replaced lighting throughout the building; and installed TVs and
phones at each resident bedside.

Conclusion

No negative information has been received concerning the character and competence of the proposed
applicants. All health care facilities are in substantial compliance with all rules and regulations. The
individual background review indicates the applicants have met the standard for approval as set forth in
Public Health Law §2801-a(3).

Recommendation
From a programmatic perspective, contingent approval is recommended.

|
Project #151090-E Exhibit Page 10



Financial Analysis |

Operations Purchase and Transfer Agreement

The applicant has submitted an executed Operations Purchase and Transfer Agreement to acquire the
operating interests of the RHCF. The agreement will become effective upon final PHHPC approval of this
CON. The terms of the agreement are summarized below:

Date: October 21, 2013

Transferor/Seller: Guilderland Center Rehabilitation and Extended Care Facility Operating
Company, LLC

Transferee/Purchaser: | Guilderland Operator, LLC

Purchased Assets: All tangible assets, inventory and supplies, telephone, fax numbers, websites
domain names, manufactures’ and vendors’ warranties, seller’s rights in any
agreements, business trade names, service/trademarks and logos, seller’s
book and records, seller’s licenses, certificates and approvals to do business,
resident funds held in trust in connection with the nursing home and all petty
cash related to the nursing home, Medicaid and Medicare provider numbers
and all goodwill and going concern values.

Excluded Assets: All of the seller’s cash, cash equivalents, bank deposits or similar cash
items(other than petty cash), accounts receivable generated prior to the
closing date, any rights to refunds, settlements, government grants,
marketable securities and retroactive adjustments for periods ending on or
prior to the closing date

Liabilities Assumed DOH liabilities estimated at $2,371,938 as of February 9, 2016

(Operations)

Excluded Liabilities N/A

(Operations):

Purchase Price $2,300,000 cash plus assumption of DOH liabilities at amount stated above.

(Purchase Price w/DOH liabilities as of February 9, 2016 = $4,671,938)
Payment of Purchase | $200,000 at contract signing (held in escrow), $2,100,000 cash due at closing
Price: plus the assumption of DOH liabilities due as of closing date.

The purchase price of the operations is proposed to be satisfied as follows:

Cash $725,000
Bank Loan (25 years at 5% interest) $1,575,000
Assumption of DOH Liability Repayment (payable at $4,607 per month) $2,371,938
Total $4,671,938

BFA Attachment A is the net worth statement for the proposed owners, which shows sufficient resources
to cover both the purchase price and the working capital equity requirements for this project.

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. The facility has outstanding Medicaid liabilities
totaling $2,371,938 as of February 9, 2016.
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Real Estate

The applicant has submitted an executed Real Estate Purchase Agreement related to the acquisition of
the real property interests of the RHCF. The agreement will become effectuated upon PHHPC approval
of this CON. The terms of the agreement are summarized below:

Date: October 21, 2013
Seller: Guilderland Realty Holdings Corp.
Purchaser: 428 Route 146, LLC

Purchased Assets: | Seller’s right, title and interest in all of the tangible and intangible assets

associated with or used by the facility in the operations of the nursing home and

located at 428 Route 146, Guilderland Center, NY.

Excluded Assets: N/A

Liabilities Assumed: | Guilderland Realty’s Citizens Bank loan and assumption of the facilities 2003 and

2005-2008 real estate taxes in arrears.

Excluded Liabilities: | N/A

Purchase Price: $1,913,720 based on the following:

e Transfer of Guilderland Realty’s Citizen Bank loan, which is $1,649,989 as of
March 1, 2016; and

e Assumption of the 2003 and 2005-2008 real estate tax arrears, which is
$263,731 as of March 1, 2016.

Payment of Due at closing

Purchase Price:

The purchase price for the RHCF realty is proposed to be satisfied as follows:

Equity from members $263,731
Citizens Bank Loan (7.7% interest, principal to be paid off May 2022) $1,649,989
Total $1,913,720

Lease Agreement
The applicant has submitted an executed lease agreement, the terms of which are summarized as
follows:

Date: September 11, 2014
Premises: A 127-bed RHCF located at 428 Route 146, Guilderland Center, NY
Lessor: 428 Route 146, LLC

Lessee: Guilderland Operator, LLC
Term: 10 years
Rental: $850,000 per yr. ($70,833.33 per month)

Provisions: |Lessee pays for all taxes, utilities, insurance and maintenance fees (Triple Net)

The applicant indicated the lease arrangement is an arm’s length agreement; however, the applicant has
submitted an affidavit attesting that there is a relationship between landlord and tenant in that the
members of each company have previous business relationships involving real estate transactions of
other nursing homes. Letters from two NYS realtors have been provided attesting to the reasonableness
of the per square foot rental.
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Operating Budget
The applicant has provided an operating budget, which is reasonable, in 2016 dollars, for the current year
and year one subsequent to the change in ownership, summarized below:

Current Year (2014) Year One
Per Diem Total Per Diem Total

Revenues:

Medicaid FFS $149 $4,365,660 $146 $5,304,930
Medicare FFS $424 $1,085,836 $441 $1,409,432
Medicare MC $336 $175,806 $441 $491,139
Commercial FFS $353 $648,687 $372 $600,601
Private Pay $181 $343,972 $336 $869,129
Other Op Revenue $27,911 ($27,911)
Total $6,647,872 $8,650,996
Expenses:

Operating $216 $7,771,772 $164 $7,366,981
Capital $15 $541,340 $22 $967,207
Total $231 $8,313,112 $186 $8,334,188
Net income/loss ($1,693,151) $316,808
Utilization (days)

Occupancy 77.8% 97.0%

The following is noted with respect to the submitted budget:

e Revenue assumptions are based on the facility’s current payment rates. For Medicaid, the rate is
based on the current operator's 2015 Medicaid Regional Pricing rate, which is applicable for Medicaid
Managed Care payments during the transition period. The rates for all other payors were determined
based on the facility’s average 2014 per diem payment rates for the respective payors.

e Expense assumptions are based on the historical experience of the current operator.

o Utilization assumptions are based on the facility’s current 2015 occupancy rates. The applicant
indicated that occupancy was at 94.96 % as of 9/30/2015.

e Utilization by payor source is expected as follows for year one:

Medicaid Fee-For-Service 81.09%
Medicare Fee-For-Service 7.10%
Medicare Managed Care 1.45%
Commercial Fee-For-Service 5.10%
Private Pay 5.26%

Breakeven utilization is projected at approximately 93.4% for Year One.

Capability and Feasibility

There are no project costs associated with this application. The purchase price of $4,671,938 for
operations will be met as shown above. Concurrently, 428 Route 146, LLC, will purchase the real
property for $1,913,720 will be funded as shown above.

Working capital requirements are estimated at $1,389,031 based on two months of year one expenses, of
which $703,546 will be satisfied from the proposed members’ equity and $685,485 will be financed by a
working capital loan at 5% interest for five years. Greystone has provided a letter of interest for the
proposed working capital financing. BFA Attachment A is the net worth statement for the proposed
owners of the RHCF, which shows sufficient resources available to cover the purchase price and working
capital equity requirements for this project.

BFA Attachment B is the pro-forma balance sheet as of the first day of operation, which indicates a
positive members’ equity of $3,003,546. It is noted that assets include $2,300,000 in goodwill, which is
not an available liquid resource, nor is it recognized for Medicaid reimbursement purposes. Excluding

goodwill, the net asset position would be a positive members’ equity position of $703,546.
_______________________________________________________________________________________________________________________________|]
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The submitted budget projects a net income of $316,808 in Year One after the change in operator. The
budget is reasonable.

The applicant states that their business model does not include flexibility to transition to a Value Based
Payment System, as the timeframe for the implementation of a Value Based payment system remains
uncertain. Therefore, for the current CON project their revenue assumptions are based on the historical
rate data of the facility, as they believe these rates will be held for a period of time going forward.

A transition of nursing home (NH) residents to Medicaid managed care is currently being implemented
statewide. Under the managed care construct, Managed Care Organizations (MCOs) will negotiate
payment rates directly with NH providers. A department policy, as described in the “Transition of Nursing
Home Benefit and Population into Managed Care Policy Paper,” provided guidance requiring MCOs to
pay the benchmark Medicaid FFS rate, or a negotiated rate acceptable to both plans and NH, for three
years after a county has been deemed mandatory for NH population enrollment. As a result, the
benchmark FFS rate remains a viable basis for assessing Medicaid NH revenues through the transition
period.

BFA Attachment C is the 2013 and 2014 certified and the 1/1/2015-9/30/2015 internal financial
statements for Guilderland Center Rehabilitation and Extended Care Facility. The facility generated an
average operating loss of $991,595, and had both average negative net asset and working capital
positions. The applicant indicated that the losses for 2013 and 2014 were due to low occupancy rates
attributable to ineffective management and systemic deficiencies. In order to turn this around, the facility
implemented new marketing initiatives and increased their engagement with hospital discharge planners
and community resources. The facility has also implemented new programs in order to serve higher
acuity residents and has focused on reducing preventable/avoidable hospital admissions and
readmissions. The impact of the new initiatives can be seen in 2015, with the significant reduction in net
losses, the working capital loss increase is due to the overall cost of implementing the new initiatives.

BFA Attachment E is the financial summaries of the members’ affiliated nursing homes, which shows that
the facilities have maintained a positive net asset position, positive working capital position and a positive
income from operations for the period shown, with the exception of Queens Center for Rehabilitation and
Bushwick Center, which had negative working capital positions due to vacation and sick time accruals
and pending CMI adjustments.

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

Recommendation
From a financial perspective, contingent approval is recommended.

Attachments |

BFA Attachment A Net Worth of Proposed Members of Guilderland

BFA Attachment B Pro-forma Balance Sheets for Guilderland Operator, LLC d/b/a The Grand
Rehabilitation and Nursing at Guilderland

BFA Attachment C 2013 and 2014 certified and 1/1/2015- 9/30/2015 internal financial statements for
Guilderland Center Rehabilitation & Extended Care

BFA Attachment D Ownership Interests of Mr. Jeremy and Mr. Jonathan Strauss’s affiliated Nursing
Homes

BFA Attachment E Financial Summaries of Mr. Jeremy and Mr. Jonathan Strauss’s affiliated Nursing
Homes

BNHLC Attachment A Quality Measures and Inspection Report

|
Project #151090-E Exhibit Page 14



NEWYORK | Department Public Health and Health
Planning Council

OPPORTUNITY.

of Health

Project # 151260-E
North Manor Operations Associates LLC
d/b/a Nanuet Center for Rehabilitation and Nursing

Program:

Purpose: Establishment

Residential Health Care Facility

County: Rockland
Acknowledged: June 4, 2015

Executive Summary

Description

Northern Manor Operations Associates, LLC
d/b/a Nanuet Center for Rehabilitation and
Nursing, a New York limited liability company,
requests approval to be established as the new
operator of Northern Manor Multicare Center,
Inc., a 231-bed Article 28 residential healthcare
facility (RHCF) located at 199 N. Middletown
Road, Nanuet (Rockland County). The facility is
certified for 203 RHCF beds, 28 Ventilator
Dependent beds, and a 100-slot off-site adult
day health care program (ADHCP) located at
One Prospect Park West, Brooklyn (Kings
County), which is also part of this change in
ownership request. There will be no change in
services provided.

On June 1, 2015, Northern Manor Multicare
Center, Inc. entered into an Asset Purchase
Agreement with North Manor Operations
Associates, LLC for the sale and acquisition of
the operating interests of the RHCF. In
conjunction with the Asset Purchase Agreement,
North Manor Realty Associates, LLC, whose
sole member is Daryl Hagler, entered into a land
sale contract with Northern Manor Multicare
Center, Inc. for the sale and acquisition of the
RHCF's real property. The applicant will lease
the premises from North Manor Realty
Associates, LLC. The applicant has submitted
an affidavit attesting that there is a relationship
between landlord and the tenant in that the
landlord and the tenant have previous business
relationships involving real estate transactions of
other nursing homes.

Northern Manor Multicare Center, Inc., a
voluntary not-for-profit corporation, currently
operates the RHCF and ADHCP. The proposed
new operator is as follows:

Proposed
North Manor Operations Associates, LLC 100%
Members
Jeffrey Sicklick 1%
KR Northern Holding Co., LLC 99%
Kenneth Rozenberg (95%)
Beth Rozenberg (5%)

OPCHSM Recommendation
Contingent Approval

Need Summary

Utilization has been consistently at or near the
Department’s planning optimum and is expected
to continue going forward with the change in
ownership.

This application will not result in a change to
beds or services.

Program Summary

No negative information has been received
concerning the character and competence of the
proposed applicants. No changes in the
program or physical environment are proposed
in this application. It is the intent of the new
operators to enter into an administrative and
consulting services agreement with Centers
Health Care. Centers Health Care (Centers) is a
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related party in that proposed member Kenneth
Rozenberg is CEO and has a 50% ownership
interest in Centers.

Financial Summary

The purchase price for the acquisition of the
operating interests is $18,126,692 and will be
met with equity of $4,539,173 from the proposed
members’ personal resources and a loan of
$13,587,519 at 5% interest for a ten-year term
and 25-year amortization period. Kenneth
Rozenberg has submitted an affidavit indicating
that he will fund the balloon payment if

refinancing is not available. The purchase price
for the real estate interests is $10,000,000 and
will be met with a loan for $9,900,000 at 5%
interest for a ten-year term and 25-year
amortization period, and a $100,000 down
payment of equity. Daryl Hagler has submitted
an affidavit indicating that he will fund the
balloon payment if refinancing is not available.
The projected budget is as follows:

Revenues  $35,133,252
Expenses 31,781,418
Net Income $ 3,351,834
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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 working capital loan commitment, acceptable to the Department of
Health. [BFA]

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

3. Submission of an executed loan commitment for the real estate interests, acceptable to the
Department of Health. [BFA]

4. 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]

5. 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]

6. Submission of a commitment, signed by the applicant, to submit annual reports to the DOH, for at
least two years, demonstrating substantial progress with the implementation of the plan. These
reports should include, but not be limited to:

a. Describing how the applicant reached out to hospital discharge planners to make them aware of
the facility’s Medicaid Access Program;

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

c. Identifying the community resources that serve the low-income and frail elderly population that
have used, or may eventually use, the nursing facility, and confirming they were informed about
the facility's Medicaid Access policy.

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

e. Other factors as determined by the applicant to be pertinent.

The DOH reserves the right to require continued reporting beyond the two year period. [RNR]

7. Submission of the proposed Consulting and Administrative Services Agreement between the facility
and Centers Health Care. [LTC]

8. Submission of a photocopy of completed and executed Operating Agreement of KR Northern Holding
CO.,, LLC, acceptable to the Department. [CSL]

|
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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
April 14, 2016

|
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Need Analysis |

Analysis
As calculated by the need need methodology, there is currently a surplus of one bed in Rockland County.

RHCF Need — Rockland County

2016 Projected Need 1,635
Current Beds 1,676
Beds Under Construction -40
Total Resources 1,636
Unmet Need -1

The overall occupancy for Rockland County was 87.1% for 2013, as indicated in the following chart:

Northern Manor Geriatric Center
Facility vs. County

100.0%
m\ 97.0%
o
>
c 90.0%
.0% - an e = - =

§ RN -
o ~
O
o 85.0%

80.0%

2009 2010 2011 2012 2013  2014* 2015*
e F3CiliLY 97.1% 97.3% 95.2% 95.9% 96.4% 96.6% 95.4%
e= e= Rockland County = 89.8% 89.5% 90.0% 89.5% 87.1% 89.3% 89.3%

*unaudited; based off weekly census

Current occupancy, as of June 10, 2015 is 96.1%, with 8 vacant beds. With the recent closing of Summit
Park Nursing Care Center, Rockland County’s current occupancy is 95.3%.

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.

Northern Manor Geriatric Center’s Medicaid admissions for both 2012 and 2013 was 82.5% and 75.0%,
respectively, which exceeded Rockland County 75% rates in 2012 and 2013 of 24.4% and 26.5%,
respectively.
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Conclusion

Approval of this application will result in preserving a needed resource for the Medicaid population and

community it serves.

Recommendation

From a need perspective, contingent approval is recommended.

Program Analysis |

Facility Information

Existing Proposed
Facility Name Northern Manor Geriatric Center | Nanuet Center for Rehabilitation
and Nursing
Address 199 N Middletown Road Same
Nanuet, New York 10954
RHCF Capacity 231 (incl. 28 vent) Same
ADHC Program Capacity | 100 Same
Type of Operator Not for Profit Corporation Limited Liability Company
Class of Operator Voluntary Proprietary
Operator Northern Manor Geriatric North Manor Operations Associates LLC
Center, Inc.
Members
Jeffrey Sicklick 1%
KR Northern Holding Co, LLC 99%
Kenneth Rozenberg (95%)
Beth Rozenberg (5%)

Facilities Reviewed
Nursing Homes
Boro Park Center for Rehabilitation and Healthcare
Bronx Center for Rehabilitation and Health Care
Brooklyn Center for Rehabilitation and Residential HC
Bufflalo Center for Rehabilitation and Nursing

(formerly Delaware Nursing & Rehabilitation Center)
Bushwick Center for Rehabilitation and Health Care

(formerly Wartburg Lutheran Home for the Aging)
Corning Center for Rehabilitation
Daughters of Jacob Nursing Home Company Inc.
Dutchess Center for Rehabilitation and Healthcare
Essex Center for Rehabilitation and Health Care
Fulton Center for Rehabilitation and Healthcare
Holliswood Center for Rehabilitation and Healthcare
Hope Center for HIV and Nursing Care
Indian River Rehabilitation and Nursing Center
Northwoods Rehabilitation and Nursing Center at Moravia
Queens Center for Rehabilitation and Residential Health Care
Richmond Center for Rehabilitation and Specialty Healthcare
Steuben Center for Rehabilitation and Healthcare
The Grand Rehabilitation and Nursing at Chittenango

05/2011 to present
02/2006 to present
05/2007 to present
06/2014 to present

06/2008 to present

07/2013 to present
08/2013 to present
02/2006 to present
03/2014 to present
04/2012 to present
11/2010 to present
04/2015 to present
12/2014 to present
11/2014 to present
02/2006 to present
04/2012 to present
07/2014 to present
07/2008 to present

(formerly Chittenango Center for Rehabilitation and Health Care;

Stonehedge Health & Rehabilitation Center - Chittenango)
The Grand Rehabilitation and Nursing at Rome
(formerly Rome Center for Rehabilitation and Health Care;

07/2008 to present
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Stonehedge Health & Rehabilitation Center - Rome)
University Nursing Home

Washington Center for Rehabilitation and Health Care
Waterfront Center for Rehabilitation and Health Center
Williamsbridge Manor Nursing Home

Rhode Island Nursing Homes
Banister Center for Rehab

Dialysis Centers
Bronx Center for Renal Dialysis

Bushwick Center for Renal Dialysis

Adult Home (AH)
Washington Center Adult Home

Certified Home Health Agency (CHHA)
Alpine Home Health Care

Licensed Home Care Services Agency (LHCSA)
Amazing Home Care

Ambulance Company (EMS)
Senior Care Emergency Ambulance Services, Inc.

Managed Long Term Care Company (MLTC)
Centers Plan for Health Living

02/2006 to present
02/2014 to present
08/2011 to present
02/2006 to present

02/2016 to present

01/2011 to present
06/2014 to present

02/2014 to present

07/2008 to present

05/2006 to present

02/2006 to present

01/2013 to present

Individual Background Review
Current facility ownership % shown in brackets [ ].

Kenneth Rozenberg is a New York licensed nursing home administrator in good standing, and a licensed
paramedic in good standing. He has been employed as CEO of Bronx Center for Rehabilitation and
Health Care since January 1998. Mr. Rozenberg is the CEO of Centers Health Care, formerly Centers for
Specialty Care Group, in which he has a 50% ownership interest. Mr. Rozenberg discloses the following
health facility interests:
Boro Park Center for Rehabilitation and Healthcare [97%)] 05/2011 to present
Bronx Center for Rehabilitation and Health Care [95%] 10/1997 to present
Brooklyn Center for Rehabilitation and Residential Health Care [95%] 05/2007 to present
Bufflalo Center for Rehabilitation and Nursing [90%)] 12/2015 to present
Bushwick Center for Rehabilitation and Health Care [98%)] 05/2011 to present
Corning Center for Rehabilitation [58%] 07/2013 to present
Dutchess Center for Rehabilitation and Healthcare [30%] 08/2004 to present
Essex Center for Rehabilitation and Health Care [90%] 03/2014 to present
Fulton Center for Rehabilitation and Healthcare [81%)] 04/2012 to present
Holliswood Center for Rehabilitation and Healthcare [70%] 04/2013 to present
Hope Center for HIV and Nursing Care [95%)] 04/2015 to present
Indian River Rehabilitation and Nursing Center [9%] 12/2014 to present
Northwoods Rehabilitation and Nursing Center at Moravia [10%] 11/2014 to present
Queens Center for Rehabilitation and Residential Health Care [48%] 10/2004 to present
Richmond Center for Rehabilitation and Specialty Healthcare [95%] 04/2012 to present
Steuben Center for Rehabilitation and Healthcare [63%] 07/2014 to present
The Grand Rehabilitation and Nursing at Chittenango [62%)] 05/2011 to present
The Grand Rehabilitation and Nursing at Rome [62%] 05/2011 to present
University Nursing Home [95%] 08/2001 to present
Washington Center for Rehabilitation and Healthcare [90%] 02/2014 to present
Waterfront Center for Rehabilitation [81%] 12/2012 to present
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Williamsbridge Manor Nursing Home [95%] 11/1996 to present

Banister Center for Rehab (RI) [5%)] 02/2016 to present
Holliswood Center for Rehabilitation (RECeivership) 11/2010 to 04/2013
Stonehedge Health & Rehabilitation Center — Rome (REC) 07/2008 to 04/2011
Stonehedge Health & Rehab Center — Chittenango (REC) 07/2008 to 04/2011
Wartburg Lutheran Home for the Aging (REC) 06/2008 to 05/2011
Waterfront Center for Rehabilitation (REC) 08/2011 to 12/2012
Delaware Nursing & Rehab Center (REC) 06/2014 to 12/2015
Daughters of Jacob Nursing Home Company Inc. (REC) [100%)] 08/2013 to present
Washington Center Adult Home (AH) [60%] 02/2014 to present
Center Plan for Health Living (MLTC) [60%] 01/2013 to present
Alpine Home Health Care (CHHA) [100%)] 07/2008 to present
Amazing Home Care (LHCSA) [33%)] 05/2006 to present
Senior Care Emergency Ambulance Services, Inc. (EMS) [40%] 06/2005 to present

Note: DOH has received notices for the transfer of all of Kenneth Rozenberg’s interest in
Dutchess Center, Queens Center, and Northwoods at Moravia. The above interests do not
reflect these changes as they were not finalized at the time of this report.

Daughters of Jacob Nursing Home Company is being shown as still under receivership with
Kenneth Rozenberg as sole receiver. CON #132128 to establish DOJ Operations Associates,
LLC received final PHHPC approval on 3/2/2015 but the transaction has yet to be finalized.

Beth (Kosowsky) Rozenberg retired in 1995 as a teacher from Park East Day School in New York, NY.
Ms. Rozenberg discloses the following health facility interests:

Bronx Center for Rehabiliation and Health Care [5%] 09/2013 to present
Hope Center for HIV and Nursing Care [5%] 04/2015 to present
University Nursing Home [5%] 11/2002 to present
Williamsbridge Manor [5%] 12/2004 to present
Banister Center for Rehab (RI) [5%)] 02/2016 to present

Jeffrey N. Sicklick is a nursing home administrator in good standing in the states of New York and New
Jersey. Mr. Sicklick has been employed as Administrator at Bronx Center for Rehabilitation & Health
Care since October, 1997. Mr. Sicklick discloses the following health facility interests:

Boro Park Center for Rehabilitation and Healthcare [1%)] 05/2011 to present
Bufflalo Center for Rehabilitation and Nursing [10%)] 12/2015 to present
Bushwick Center for Rehabilitation and Health Care [2%)] 05/2011 to present
Corning Center for Rehabilitation [9%] 07/2013 to present
Dutchess Center for Rehabilitation and Healthcare 08/2004 to 11/2015
Essex Center for Rehabilitation and Health Care [5%] 03/2014 to present
Fulton Center for Rehabilitation and Healthcare [9%] 04/2012 to present
Holliswood Center for Rehabilitation and Healthcare [2.5%)] 05/2013 to present
Queens Center for Rehabilitation and Residential Health Care 06/2007 to 10/2015
Richmond Center for Rehabilitation and Specialty Healthcare [3%] 04/2012 to present
Steuben Center for Rehab [3%)] 07/2014 to present
The Grand Rehabilitation and Nursing at Chittenango [8%] 05/2011 to present
The Grand Rehabilitation and Nursing at Rome [8%)] 05/2011 to present
Washington Center for Rehabilitation and Healthcare [10%] 02/2014 to present
Waterfront Center for Rehabilitation [19%)] 01/2013 to present
Washington Center Adult Home (AH) [10%] 02/2014 to present
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Character and Competence - Analysis
No negative information has been received concerning the character and competence of the above
applicants identified as new members.

A review of operations of Bronx Center for Rehabilitation and Health Care for the period identified above

reveals the following:

e The facility was fined $2,000 pursuant to a Stipulation and Order NH-07-079 issued October 23, 2007
for surveillance findings on April 27, 2007. Deficiencies were found under 10 NYCRR 415.12 Quality
of Care and 415.12(i)(1), Quality of Care: Nutrition.

e The facility was fined $4,000 pursuant to a Stipulation and Order NH-11-047 issued August 25, 2011
for surveillance findings on April 16, 2010. Deficiencies were found under 10 NYCRR 415.12 (h)(2)
Quality of Care: Accidents and Supervision and 415.26 Administration.

o0 A federal CMP of $36,450 was assessed for the April 16, 2010 survey findings.

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 of Essex Center for Rehabilitation and Health Care for the period identified above

reveals the following:

e The facility was fined $6,000 pursuant to a Stipulation and Order for surveillance findings on August
9, 2015. Deficiencies were found under 10 NYCRR 415.12 Quality of Care: Highest Practical
Concern; 415.26 Administration; and 415.27(a-c) Administration: Quality Assessment and Assurance.

A review of operations of Fulton Center for Rehabilitation and Healthcare for the period identified above

reveals the following:

e The facility was fined $52,000 pursuant to a Stipulation and Order NH-16-004 issued April 23. 2015
for surveillance findings on June 11, 2012, May 15, 2012, and November 21, 2013. Deficiencies
were found under 10 NYCRR 415.12 Quality of Care: Highest Practical Potential; 415.12(i)(1) Quality
of Care: Nutrition; 415.12(h)(1) Quality of Care: Accidents/Supervision; 415.12(m)(2) Quality of Care:
Medication Errors; 415.12(i)(1) Quality of Care: Nutrition; 415.12(c)(2) Quality of Care: Pressure
Sores; 415.26 Administration; 415.27(a-c) Quality Assurance; 415.3(e)(2)(ii)(b) Notification of
Changes; and 415.4(b)(1)(2)(3) Investigative/Report Allegations.

o0 Afederal CMP of $975 was assessed for the Junel6, 2012 survey findings.
o Afederal CMP of $11,895 was assessed for the May 15, 2013 survey findings.
o Afederal CMP of $10,000 was assessed for the November 21, 2013 survey findings.

e The facility was fined $10,000 pursuant to a Stipulation and Order NH-12-39 issued on September
17, 2012 for surveillance findings on March 24, 2014. Deficiencies were found under 10 NYCRR
415.12(c)(1)(2) Quality of Care: Pressure Sores.

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. Fulton
Center was a former County facility that had a high turnover of the facility’s County employed staff after
the current operators took over in April of 2012. The current operators had a period of transition after
takeover where they had to hire and train new staff at the facility in order to maintain staffing levels
needed.

A review of operations of Northwoods Rehabilitation and Nursing Center at Moravia for the period

identified above reveals the following:

e The facility was fined $2,000 pursuant to a Stipulation and Order NH-16-066 issued January 13, 2016
for surveillance findings on February 6, 2015. Deficiencies were found under 10 NYCRR 415.26
Administration.
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A review of operations of Richmond Center for Rehabilitation and Specialty Healthcare for the period

identified above reveals the following:

e The facility was fined $18,000 pursuant to a Stipulation and Order issued for surveillance findings on
April 24, 2012. Deficiencies were found under 10 NYCRR 415.4(b) Free from Abuse/Involuntary
Seclusion; 415.4(b)(1)(ii) Investigate Report Allegations; 414.4(b) Develop/Implement Abuse/Neglect
Policies; 415.11(c)(2)(i-iii) Care Planning; 415.12(f)(1) Mental/Psychological Difficulties;
415.12(h)(2)(2) Quality of Care: Accidents/Supervision; 415.26 Administration; 415.15(a) Medical
Director; and 415.27 (a-c) Quality Assurance.

o Afederal CMP of $27,528 was assessed for the April 24, 2012 survey findings.

e The facility was fined $2,000 pursuant to a Stipulation and Order NH-16-041 issued January 13, 2016
for surveillance findings on October 24, 2013. Deficiencies were found under 10 NYCRR
415.12(h)(2) Quality of Care: Accident Free Environment.

e The facility was fined $10,000 pursuant to a Stipulation and Order issued for surveillance findings on
March 21, 2014. Deficiencies were found under 10 NYCRR 415.12(h)(2) Quality of Care: Accidents.

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.
Richmond Center has 300 certified beds with 72 of those beds servicing neurobehavioral residents in
dedicated neurobehavioral units. This population can be difficult to serve and the initial survey findings in
2012 reflect a transition of this facility immediately after the current operators took over in April of 2012,
with this initial enforcement occurring days after the official transition of ownership.

A review of the operations of The Grand Rehabilitation and Nursing at Chittenango (formerly Chittenango
Center for Rehabilitation and Health Care; Stonehedge Health & Rehabilitation Center - Chittenango) for
the period identified above reveals the following:

e The facility was fined $4,000 pursuant to a Stipulation and Order NH-10-053 issued November 15,
2010 for surveillance findings on October 22, 2009. Deficiencies were found under 10 NYCRR
415.12(h)(1,2) Quality of Care: Accidents and Supervision and 415.26(b)(3)(4) Governing Body.

o Afederal CMP of $5,200 was assessed for the October 22, 2009 survey findings.

e The facility was fined $20,000 pursuant to a Stipulation and Order NH-12-010 issued February 17,
2012 for surveillance findings on January 20, 2011. Deficiencies were found under 10 NYCRR
415.12(c)(1)(2) Quality of Care: Pressure Sores and NYCRR 415.12(d)(1) and Quality of Care:
Catheters.

o A federal CMP of $3.250 was assessed for July 30, 2012 survey findings.

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. State
enforcements for surveys on October 22, 2009 and January 20, 2011 came when the facility was under
receivership. The facility has experienced a state enforcement free period since permanent
establishment of the current operators in May of 2011.

A review of the operations of The Grand Rehabilitation and Nursing at Rome (formerly Rome Center for
Rehabilitation and Health Care; Stonehedge Health & Rehabilitation Center - Rome) for the period
identified above reveals the following:

o Afederal CMP of $1,600 was assessed for May 18, 2011 survey findings.

A review of the operations of Washington Center for Rehabilitation and Healthcare for the period

identified above reveals the following:

e The facility was fined $4,000 pursuant to a Stipulation and Order issued for surveillance findings on
September 11, 2015. Deficiencies were found under 10 NYCRR 415.12(h)(1) Quality of Care:
Accident Free Environment; 415.27(a-c) Administration: Quality Assessment and Assurance.
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A review of the operations of Waterfront Center for Rehabilitation and Healthcare for the period identified

above reveals the following:

e The facility was fined $2,000 pursuant to a Stipulation and Order NH-13-014 issued April 24, 2013 for
surveillance findings on September 27, 2011. Deficiencies were found under 10 NYCRR
415.12(h)(1)(2) Quality of Care: Accidents and Supervision.

o Afederal CMP of $1,625 was assessed for the September 27, 2011 survey findings.

e The facility was fined $2,000 pursuant to a Stipulation and Order issued for surveillance findings on
May 23, 2012. Deficiencies were found under 10 NYCRR 415.12(c)(2) Quality of Care: Pressure
Sores.

e The facility was fined $24,000 pursuant to a Stipulation issued for surveillance findings on November
6, 2015. Deficiencies were found under 10 NYCRR 415.12(m)(2) Quality of Care: No Significant Med
Errors; 415.12 Quality of Care: Highest Practicable Potential; 415.12(1)(1) Quality of Care:
Unnecessary Drugs; 415.18(a) Pharmacy Services: Facility Must Provide Routine and Emergency
Drugs in a Timely Manner; 415.18(c)(2) Pharmacy Services: the Drug Regimen of Each Resident
Must be Reviewed at Least Once a Month by Licensed Pharmacist; 415.4(b)(2)(3) Investigate/Report
Allegations/Individuals; 415.26 Administration; and 415.27(c)(2)(3)(v) Administration: Quality
Assessment and Assurance.

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. The
recent November 6, 2015 enforcement was mostly related to medication administration and a new eMAR.
In response to this issue, the operator brought in Centers Health Care clinical consulting staff to help train
facility staff and mitigate any potential harm. The operator also conducted a review of eMAR in all
facilities operated and developed new audit tools based on the survey findings.

A review of Williamsbridge Manor Nursing Home for the period identified above reveals the following:

e The facility was fined $1,000 pursuant to a Stipulation and Order NH-08- issued July 8, 2008 for
surveillance findings of December 19, 2007. A deficiency was found under 10 NYCRR 415.12
Quality of Care.

A review of Alpine Home Health Care, for the periods identified above, reveals the following:
e Afine of $1,000 was issued on February 3, 2015 for not responding to Emergency Preparedness
survey.

The review of operations of Boro Park Center for Rehabilitation and Healthcare, Brooklyn Center for
Rehabilitation and Residential Health Care, Buffalo Center for Rehabilitation and Nurisng, Bushwick
Center for Rehabilitation and Health Care, Corning Center for Rehabilitation, Daughters of Jacob Nursing
Home Company, Dutchess Center for Rehabilitation and Healthcare, Holliswood Center for Rehabilitation
and Healthcare, Hope Center for HIV and Nursing Care, Indian River Rehabilitation and Nursing Center,
Queens Center for Rehabilitation and Residential Health Care, Stueben Center for Rehabilitation and
Healthcare, and University Nursing Home for the time periods indicated above reveals that there were no
enforcements.

A review of Amazing Home Care, for the periods identified above, reveals that there were no
enforcements.

The review of Senior Care Emergency Ambulance Services, Inc., for the periods identified above, reveals
that there were no enforcements.

A review of operations for Center Plan for Health Living, for the periods identified above, reveals that
there were no enforcements.

A review of operations for Washington Center Adult Home, for the periods identified above, reveals that
there were no enforcements.
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Indian River Rehabilitation and Nursing Center was declared a CMS Special Focus facility prior to
Kenneth Rozenberg obtaining a 9% interest in the current operating LLC. Mr. Rozenberg was brought
into the operating structure to help stabilize the facility as he operates another RHCF in the County,
Washington Center for Rehabilitation and Healthcare. Mr. Rozenberg has committed resources to help
stabilize Indian River and the facility appears nearing graduation from its Special Focus designation.

Project Review

This application proposes to establish North Manor Operations Associates, LLC as the new operator of
Northern Manor Geriatric Center. The facility will be operated as Nanuet Center for Rehabilitation and
Nursing. The facility currently operates 231 RHCF beds, 28 of which are certified for ventilator dependent
resident care. While located in Rockland County, the facility operates a 100 slot ADHCP program located
in Brooklyn. It is the intent of the proposed operator to continue operation of the 100 slot ADHCP. No
changes in the program or physical environment are proposed in this application.

The member LLC, KR Northern Holding Company, was formed for the purpose of representing Kenneth
and Beth Rozenberg’s ownership interest in Nanuet Center for Rehabilitation and Nursing (Northern
Manor Geriatric Center), Monsey Center for Rehabilitation and Nursing (Northern Metropolitan Residential
Health Care Facility), and Haverstraw Center for Rehabilitation and Nursing.

Kenneth Rozeberg is CEO and 50% owner of Centers Health Care (Centers), formerly Centers for
Specialty Care Group, which provides administrative services (payroll, billing, accounts payable) as well
as clinical and administrative consulting services to health care facilities. It is the intent of the proposed
operator to contract with Centers for general administrative services (payroll, billing, accounts payable) as
well as clinical and administrative consulting services. It should be noted that Centers does not have any
direct ownership interest in the operations of residential health care facilities in New York State, nor is it
proposed through this application that it will have a direct ownership interest in this facility. Despite the
common ownership of one of its members, the facility will be a wholly independent and distinct legal
entity, in no way controlled by Centers.

It is common for Kenneth Rozenberg to contract with Centers for the facilities in which he has ownership
interest. He uses Centers as a resource to provide administrative and clinical support to his skilled
nursing interests across the State. To accomplish this task Centers employs a regional office type
approach with central corporate resources as well as local resources that can provide timely services and
regionally knowledgeable clinical staff to facilities with which they contract.

Kenneth Rozenburg and Jeffrey Sicklick were approved by the Public Health and Health Planning Council
on December 4, 2014 to be established as operators of Triboro Center for Rehabilitation and Specialty
Healthcare as members of DOJ Operations Associates, LLC (CON# 132128). These ownership interests
were not included in the Character and Competence — Background because the transaction is currently
being processed to effectuate the establishment of ownership.

Conclusion

No negative information has been received concerning the character and competence of the proposed
applicants. All health care facilities are in substantial compliance with all rules and regulations. The
individual background review indicates the applicants have met the standard for approval as set forth in
Public Health Law §2801-a(3).

Recommendation
From a programmatic perspective, contingent approval is recommended.

|
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Financial Analysis |

Asset Transfer Agreement
The applicant has submitted an executed asset purchase agreement for the transfer of the operation,
which is summarized below:

Date: June 1, 2015

Premises: The RHCF located at 199 North Middletown Road, Nanuet, New York

Seller: Northern Manor Multicare Center, Inc.

Purchaser: North Manor Operations Associates, LLC

Assets Acquired: Business and operation of the Facility except for Excluded Assets; all leasehold

improvements, furniture, fixtures and equipment owned or leased by Seller; all
inventory, supplies and other articles of personal property; all transferable
contracts, agreements, leases, undertakings, commitments and other
arrangements; resident funds held in trust; the name “Northern Manor” and any
other trade names, logos, trademarks and service marks associated with the
Facility; all security deposits and prepayments, if any, for future services held by
Seller; all menus, policies and procedures manuals and computer software; all
telephone numbers and telefax numbers used by the Facility; copies of all
financial books and records in the possession of Seller or its agents relating to
the Facility; all resident/patient records relating to the Facility; all employee and
payroll records, goodwill, Seller's Medicare and Medicaid provider numbers and
provider agreements; all rate increases and/or lump sum or other payments,
resulting from rate appeals, audits or otherwise, with respect to third party
payments from any source; and all other assets of Seller relating to the Facility
and its programs, howsoever designated or wherever located, including, but not
limited to, cash, deposits, grant applications, grant awards and the right to use
the Premises, other than the Excluded Assets as hereinafter defined.

Excluded Assets: All union contracts, collective bargaining agreements and all pension plans and
all rights and interests of Seller under and pursuant to this Agreement and any
documents executed in connection with the Closing Date hereafter defined.
Assumed Liabilities: | The purchaser will assume the trade payables.

Purchase Price: $18,126,692
Payment of Purchase | $10,000 paid as down payment;
Price: $18,116,692 due at Closing

The applicant’s financing plan appears as follows:
Equity via proposed members $4,539,173
Loan (5% interest, ten-year term, 25-year amortization period) $13,587,519

BFA Attachment A is the net worth summary for the proposed members of North Manor Operations
Associates, LLC, which shows sufficient liquid assets to cover the equity requirement for the purchase
agreement.

Greystone has provided a letter of interest for the loan at the stated terms. The applicant has indicated
that they will refinance the loan when the balloon payment becomes due. Kenneth Rozenberg has
submitted an affidavit stating that he will fund the balloon payment from his personal resources if
refinancing is not available.
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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 February 16, 2016, the facility had outstanding Medicaid
liabilities totaling $413,222 related to cash receipts assessment overpayments and OMIG audit rates and
related interest.

Land Purchase Agreement
The applicant has submitted an executed land purchase agreement for the site they will occupy, which is
summarized below:

Date: June 1, 2015

Premises: The parcel of land located at 199 North Middletown Road, Nanuet, New York
Seller: Northern Manor Multicare, Inc.

Purchaser: North Manor Realty Associates, LLC

Purchase Price: | $10,000,000

Payment of $100,000 down payment paid;

Purchase Price: | $9,900,000 balance due at Closing.

The financing plan for the balance due on the real estate consist of a bank loan for $9,900,000 at 5%
interest for a ten-year term and 25-year amortization period. A bank of letter of interest at the stated
terms has been provided. Daryl Hagler, who is the owner of the real estate entity, has indicated that he
will refinance the loan when the balloon payment becomes due and has submitted an affidavit stating that
he will fund the balloon payment from his personal resources if refinancing is not available. BFA
Attachment F is the personal net worth statement of Daryl Hagler, which indicates the availability of
sufficient funds for the balloon payment if refinancing is not available.

Lease Rental Agreement (nursing home)
The applicant has submitted an executed lease rental agreement for the nursing home site they will
occupy, which is summarized below:

Date: June 1, 2015

Premises: | The site located at 199 North Middletown Road, Nanuet, New York

Lessor: North Manor Realty Associates, LLC

Lessee: North Manor Operations Associates, LLC

Term: 10 years

Rental: $1,500,000 annually

Provisions: | The lessee shall be responsible for maintenance, utilities and real estate taxes.

The lease agreement is a non-arm’s length lease arrangement. The applicant has submitted an affidavit
attesting to that there is a business relationship between the landlord and the tenant.
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Lease Rental Agreement (ADHCP)
The site of the ADHCP is currently being leased under the following:

Date: August 1, 2012
Premises: | One Prospect Park West, Brooklyn, New York
Lessor: 1 Prospect Park ALF, LLC
Lessee: Northern Manor Multicare Center, Inc.
Term: Initial five year commencing October 1, 2012 with a single five-year renewal term
commencing October 1, 2017 and terminating on September 30, 2022.
Rental: Year 1-3: $369,725 annually
Year 4-6: $385,800 annually
Year 7-9: $401,875 annually
Year 10: $417,950 annually

The applicant has submitted an executed lease assignment for the site where the ADHHCP is located,
summarized below:

Date June 1, 2015

Premises | One Prospect Park West, Brooklyn, New York
Assignor | Northern Manor Multicare Center, Inc.
Assignee | North Manor Operations Associates, LLC

Operating Budget
The applicant has submitted an operating budget, in 2015 dollars, during the first year after the change in
operator, summarized below:

RHCEF: Current Year (2014) Year One
Per Diem Total Per Diem Total

Revenues:

Medicaid (Geriatric) $265.92  $14,428,480  $239.78 $12,821,756
Medicaid (Vent) $616.52 4,545,021  $616.12 4,390,471
Medicare (Geriatric) $473.68 4,657,667  $600.00 5,605,800
Medicare (Vent) $1,043.00 855,146  $819.89 1,001,906
Private (Geriatric) $450.12 2,952,795  $495.00 4,482,720
Private (Vent) $213.00 $75,360  $855.00 116,280
Total Revenues $27,514,469 $28,418,933
Expenses:

Operating $316.72  $25,109,177  $310.55 $24,954,343
Capital 19.21 1,523,054 38.47 3,091,043
Total Expenses $335.93  $26,632,231  $349.02  $28,045,386
Net Income $882,238 $373,547
Utilization (total) 79,279 80,356
RHCF patient days 70,651 71,872
Vent patient days 8,628 8,484
Occupancy 95.30%
Breakeven 94.88%

RHCEF utilization broken down by payor source for the current year (2014) and first year is as follows:

Current Year Year One
Medicaid 77.74% 75.41%
Medicare 13.72% 13.15%
Private 8.54% 11.44%
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The following is noted with respect to the submitted operating budget:

e The increase in reimbursement rates for Medicare (Vent) and Medicare (Geriatric) reflects the
applicant’s experience capturing patients with increased acuity levels. The projected Private
(Geriatric) and Private (Vent) rates reflect increases that will be negotiated and implemented by the
proposed operator. The Medicaid (Geriatric) rate is decreasing in the first year as it is based on the
1/1/15 Statewide Pricing Rate issued by the New York State Department of Health.

e The applicant projected an increase in patient days as a result of referrals from hospital discharge
planners as well as marketing initiatives and community outreach efforts. The applicant indicated that
the members are experienced, seasoned operators of a number of RHCFs in New York State and
that this experience will facilitate the development of new relationships with hospital discharge
planners, as well as strengthen existing relationships.

e Expense assumptions are based on historical experience except for the following expense
reductions:

0 Salaries and wages are projected to decrease by $275,188 due to a reduction of management
and administrative staff (a reduction of 4.8 FTEs) and select direct care staff (RNs will be reduced
by 3.1 FTE and Aides/Orderlies by 10.6). The staffing reductions will be mitigated by increases in
other direct care staff, including 7.1 FTEs for Activities Program staff and an additional 1.6 FTEs
for Social Workers and Psychologists.

o Professional fees are projected to decrease by $191,335.

o Non-medical and non-surgical supplies are projected to decrease by $130,961.

e The increase in capital expenses is due to rent expenses that the proposed operator will be obligated
to pay for the facility pursuant to the submitted lease agreement.

e The applicant has indicated that patient care will not suffer as a result of the cost reductions.

ADHCP:

Current Year (2014) Year One
Revenues $4,431,571  $6,714,319
Expenses 3,985,389 3,736,032
Net Income $446,182  $2,978,287
Visits 30,850 51,462
Cost Per Visit $129.19 $72.60

The ADHCP revenues are based on current Medicaid and Private Pay reimbursement rates. The
projected increase in visits is based upon the applicant’s expectation that, following the change in
ownership, the ADHCPs utilization will resume to its 2013 level. The applicant indicated that the
decrease in utilization that occurred in 2014 was attributed to an investigation by the NYS Office of the
Attorney General. Corrective action was undertaken by the facility and the ADHCP has continued to
operate at the modest utilization levels.

ADHCP utilization broken down by payor source for the current year (2014) and first year is as follows:

Current Year Total
Medicaid 32.98% 39.89%
Private 67.02% 60.11%

The combined revenues and expenses for the entire facility during the first year after the change in
operator is as follows:

Current Year (2014) Year One
Revenues $32,173,116 $35,133,252
Expenses 30,617,620 31,781,418
Net Income $1,555,496 $3,351,834

|
Project #151260-E Exhibit Page 16



Capability and Feasibility

The purchase price for the acquisition of the operating interests is $18,116,692 and will be met with
$4,539,173 of equity from the proposed members and a loan for $13,587,519 at 5% interest for a ten-year
term and 25-year amortization period. The purchase price for the real estate interests is $10,000,000 and
will be met via a down payment of $100,000 (paid) and a loan for $9,900,000 at 5% interest for a ten-year
term and 25-year amortization period. Letters of interest for the respective operating and realty interest
financings have been submitted. The applicant and landlord have each submitted affidavits attesting that
they will fund their respective balloon payments from their personal resources if acceptable financing is
not available at the time of refinancing.

Working capital requirements are estimated at $5,296,903, which is equivalent to two months of first year
expenses. The applicant will finance $2,648,451 at an interest rate of 5% for a five-year term. The
applicant submitted a letter of interest regarding the financing. The remaining $2,648,452 will be met via
equity from the proposed members’ personal resources. BFA Attachment A is the personal net worth
statements of the proposed members of Northern Manor Operations Associates, LLC, which indicates the
availability of sufficient funds for the equity contribution.

BFA Attachment C is a pro forma balance sheet as of the first day of operation, which indicates a positive
net asset position of $7,187,595.

The submitted budget indicates a net income of $3,351,834 during the first year subsequent to the
change in operator. The budget appears reasonable.

A transition of nursing home (NH) residents to Medicaid managed care is currently being implemented
statewide. Under the managed care construct, Managed Care Organizations (MCOs) will negotiate
payment rates directly with NH providers. A department policy, as described in the “Transition of Nursing
Home Benefit and Population into Managed Care Policy Paper”, provided guidance requiring MCOs to
pay the benchmark Medicaid FFS rate, or a negotiated rate acceptable to both plans and NH, for three
years after a county has been deemed mandatory for NH population enrollment. As a result, the
benchmark FFS rate remains a viable basis for assessing NH revenues through the transition period.

BFA Attachment B is a financial summary of Northern Manor Multicare Center for the period 2012 through
2014. As shown, the facility had an average negative working capital position and an average negative
net asset position. The applicant as indicated that the reason for the average negative working capital
position and the average negative net asset position was the result of a Medicaid audit liability of over
$6,000,000 that was paid in 2013. Also, the entity achieved average net income of $1,000,042 from 2012
through 2014. The applicant has indicated that the reason for the loss in 2013 was the result of the
Medicaid audit liability of over $6,000,000 that was paid in 2013.

BFA Attachment D is the 2012-2014 financial summaries of the RHCFs in which the proposed members
have ownership interests. The facilities have maintained an average positive net asset position and had
positive income from operations for the period shown. Some of the facilities had a negative working
capital position in 2014 due to CMI and capital reimbursement changes, and vacation and sick time
accruals. The applicant has indicated that the reason for the losses for Bushwick (2013) and Chittenango
Center (2012) was the result of a capital audit take-back. Financial statements for Washington Center for
Rehabilitation and Indian River Rehabilitation and Health Care are not available as the facilities were
newly acquired in 2014.

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

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

BFA Attachment A Personal Net Worth Statements of Proposed Members
BFA Attachment B Financial Summary- Northern Manor Multicare Center
BFA Attachment C Pro Forma Balance Sheet

BFA Attachment D Financial Summaries of members’ affiliated RHCFs
BFA Attachment E Applicant’'s Ownership Interest in affiliated RHCFs
BFA Attachment F Personal Net Worth Statement of Daryl Hagler
BNHLC Attachment A Quality Measures and Inspection Report
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NEWYORK | Department Public Health and Health
Planning Council

STATE OF

OPPORTUNITY. Of Health

Project # 152295-E
North River Operations Associates LLC
d/b/a Haverstraw Center for Rehabilitation and Nursing

Program:

Purpose: Establishment

Residential Health Care Facility

County: Rockland
Acknowledged: November 23, 2015

Executive Summary

Description

North River Operations Associates, LLC d/b/a
Haverstraw Center for Rehabilitation and
Nursing, a New York limited liability company,
requests approval to be established as the new
operator of Northern Riverview Health Care
Center, a 180-bed Article 28 Residential Health
Care Facility (RHCF) with two respite beds
located at 87 South Route 9W, Haverstraw
(Rockland County). There will be no change in
the number of beds or licensed services.

On June 1, 2015, the current operator of the
RHCF, Northern Riverview Health Care Center,
Inc., entered into an Asset Purchase Agreement
(APA) with North River Operations Associates,
LLC, for the sale and acquisition of the
operations of Northern Riverview Health Care
Center upon approval by the Public Health and
Health Planning Council. In conjunction with the
APA, North River Realty Associates, LLC,
whose members are Daryl Hagler and Jonathan
Hagler, entered into a Land Sale Contract with
Northern Riverview Health Care Center, Inc. for
the sale and acquisition of the RHCF's real
property. The applicant will lease the premises
from North River Realty Associates, LLC. The
applicant has submitted an affidavit attesting
that there is a relationship between landlord and
the tenant in that the landlord and tenant have
previous business relationships involving real
estate transactions of other nursing homes.

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

Current Operator
Northern Riverview Health Care Center, Inc.
Not-For-Profit Corporation (100%)

Proposed Operator

North River Operations 100%
Associates, LLC

Members

KR Northern Holding Co., LLC 99%

Kenneth Rozenberg (95%)
Beth Rozenberg (5%)
Jeffrey Sicklick 1%

The applicant members have ownership interest
in numerous New York State (NYS) RHCFs.
BFA Attachment D presents the ownership
interest and financial summary of the proposed
members’ affiliated RHCFs.

OPCHSM Recommendation
Contingent Approval

Need Summary

There will be no changes to beds or services as
a result of this project. Northern Riverview
Health Care Center’s occupancy was 95.5% in
2011, 92.0% in 2012, 95.0% in 2013, and 97.5%
in 2014. Unaudited 2015 occupancy is 96.6%
and current occupancy as of March 9, 2016 is
98.9%.
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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. It is the intent of the new
operators to enter into an administrative and
consulting services agreement with Centers
Health Care. Centers Health Care (Centers) is a
related party in that proposed member Kenneth
Rozenberg is CEO and has a 50% ownership
interest in Centers.

Financial Summary

There are no project costs associated with this
proposal. The purchase price for the acquisition
of the operating interests is $18,909,208 and will
be met with equity of $4,734,802 from the
proposed members’ personal resources and a
loan for $14,174,406 at 5% for a ten-year term
and 25-year amortization period. The purchase
price for the real estate interests is $7,500,000
and will be met with a loan for $7,490,000 at 5%
interest for a ten-year term and 25-year
amortization period, and a $10,000 down
payment of equity. The projected budget is as
follows:

Revenues: $18,667,153

Expenses: 17,821,605
Gain: $845,548
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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.

Submission of a commitment signed by the applicant which indicates that, within two years from the
date of the council approval, the percentage of all admissions who are Medicaid and
Medicare/Medicaid eligible at the time of admission will be at least 75 percent of the planning area
average of all Medicaid and Medicare/Medicaid admissions, subject to possible adjustment based on
factors such as the number of Medicaid patient days, the facility’s case mix, the length of time before
private paying patients became Medicaid eligible, and the financial impact on the facility due to an
increase in Medicaid admissions. (RNR)

Submission of a plan to continue to enhance access to Medicaid residents. At a minimum, the plan

should include, but not necessarily be limited to, ways in which the facility will:

a. Reach out to hospital discharge planners to make them aware of the facility’s Medicaid Access
Program;

b. Communicate with local hospital discharge planners on a regular basis regarding bed availability
at the nursing facility; and

c. ldentify community resources that serve the low-income and frail elderly population who may
eventually use the nursing facility, and inform them about the facility’s Medicaid Access policy.
(RNR)

Submission of a commitment, signed by the applicant, to submit annual reports to the DOH, for at

least two years, demonstrating substantial progress with the implementation of the plan. These

reports should include, but not be limited to:

a. Describing how the applicant reached out to hospital discharge planners to make them aware of
the facility’'s Medicaid Access Program;

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

c. ldentifying the community resources that serve the low-income and frail elderly population that
have used, or may eventually use, the nursing facility, and confirming they were informed about
the facility's Medicaid Access policy.

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

e. Other factors as determined by the applicant to be pertinent.

The DOH reserves the right to require continued reporting beyond the two year period. (RNR)

Submission of the proposed Consulting and Administrative Services Agreement between the facility

and Centers Health Care [LTC]

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

of Health. (BFA)

Submission of an executed bank loan commitment for the purchase of the operations, acceptable to

the Department of Health. (BFA)

Submission of a photocopy of the applicant’s signed Certificate of Amendment of Articles of

Organization, which is acceptable to the Department. [CSL]

Submission of a photocopy of the applicant’s signed Operating Agreement, which is acceptable to the

Department. [CSL]

Submission of a photocopy of the applicant’s signed Lease Agreement, which is acceptable to the

Department. [CSL]

Submission of a photocopy of a signed Certificate of Amendment to the Articles of Organization of KR

Northern Holding Co., LLC, which is acceptable to the Department. [CSL]

Submission of a photocopy of a revised and signed Operating Agreement for KR Northern Holding

Co., LLC, which is acceptable to the Department. [CSL]
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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
April 14, 2016
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Need Analysis |

Analysis
The current need methodology indicates a need for 320 additional beds in Rockland County.

RHCF Need — Rockland County

2016 Projected Need 1,635
Current Beds 1,355
Beds Under Construction -40
Total Resources 1,315
Unmet Need 320
The overall occupancy for Rockland County is 87.2% in 2014, as indicated in the following chart:
Northern Riverview Health Care Center
Facility vs. Rockland County
100%
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2009 2010 2011 2012 2013 2014 2015*
e Facillity 94.6% 95.5% 95.5% 92.0% 95.0% 97.5% 96.6%
= = = Rockland County 89.8% 89.5% 90.0% 89.5% 87.1% 87.2% 87.5%

*unaudited/facility reported data

Subsequent to the submission of this application, Summit Park Nursing Care Center, located in Rockland
County, closed. As a result, Rockland County’s occupancy is currently 95.3%. Northern Riverview
Health Care Center’s occupancy was 95.5% in 2011, 92.0% in 2012, 95.0% in 2013, and 97.5% in 2014.
Occupancy for 2015 is approximately 96.6%. Current occupancy as of March 9, 2015 is 98.9%. Current
CMI for the facility is 1.31 and, for the Medicaid-only population, 1.25. The proposed operator will
implement new programs to serve a more diverse, higher acuity resident population and will include the
following services: tracheostomy care, cardiac rehabilitation, enhanced wound care, complex clinical care
and IV therapy.

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,
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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.

Northern Riverview Health Care Center's Medicaid admissions of 78.4% and 17.1% in 2012 and 2013,

respectively, exceeded Rockland County’s 75% rates of 24.4% and 26.5% in 2012 and 2013,

respectively.

Conclusion

Approval is recommended to maintain the existing resources for the residents of Rockland County.

Recommendation

From a need perspective, contingent approval is recommended.

Program Analysis |

Facility Information

Existing Proposed

Facility Name Northern Riverview Health Haverstraw Center for Rehabilitation
Care Center and Nursing

Address 87 South Route 9W Same
Haverstraw, New York 10927

RHCF Capacity 180 Same

ADHC Program Capacity | N/A Same

Type of Operator Not for Profit Corporation Limited Liability Company

Class of Operator Voluntary Proprietary

Operator

Northern Riverview Health
Care Center, Inc.

North River Operations Associates,
LLC

Members
Jeffrey Sicklick 1%
KR Northern Holding Co, LLC 99%
Kenneth Rozenberg (95%)
Beth Rozenberg (5%)

Facilities Reviewed
Nursing Homes

Boro Park Center for Rehabilitation and Healthcare
Bronx Center for Rehabilitation and Health Care
Brooklyn Center for Rehabilitation and Residential HC
Buffalo Center for Rehabilitation and Nursing
(formerly Delaware Nursing & Rehabilitation Center)
Bushwick Center for Rehabilitation and Health Care
(formerly Wartburg Lutheran Home for the Aging)
Corning Center for Rehabilitation
Daughters of Jacob Nursing Home Company Inc.
Dutchess Center for Rehabilitation and Healthcare
Essex Center for Rehabilitation and Health Care
Fulton Center for Rehabilitation and Healthcare
Holliswood Center for Rehabilitation and Healthcare

05/2011 to present
02/2006 to present
05/2007 to present
06/2014 to present

06/2008 to present

07/2013 to present
08/2013 to present
02/2006 to present
03/2014 to present
04/2012 to present
11/2010 to present
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Hope Center for HIV and Nursing Care
Indian River Rehabilitation and Nursing Center
Northwoods Rehabilitation and Nursing Center at Moravia
Queens Center for Rehabilitation and Residential Health Care
Richmond Center for Rehabilitation and Specialty Healthcare
Steuben Center for Rehabilitation and Healthcare
The Grand Rehabilitation and Nursing at Chittenango
(formerly Chittenango Center for Rehabilitation and Health Care)
The Grand Rehabilitation and Nursing at Rome
(formerly Rome Center for Rehabilitation and Health Care)
University Nursing Home
Washington Center for Rehabilitation and Health Care
Waterfront Center for Rehabilitation and Health Center
Williamsbridge Manor Nursing Home

Rhode Island Nursing Homes
Banister Center for Rehab

Dialysis Centers
Bronx Center for Renal Dialysis

Bushwick Center for Renal Dialysis

Adult Homes
Washington Center Adult Home (AH)

Certified Home Health Agency
Alpine Home Health Care (CHHA)

Licensed Home Care Services Agency
Amazing Home Care (LHCSA)

Ambulance Company
Senior Care Emergency Ambulance Services, Inc. (EMS)

Managed Long Term Care Company
Centers Plan for Health Living (MLTC)

Individual Background Review
Current facility ownership is shown in brackets.

04/2015 to present
12/2014 to present
11/2014 to present
02/2006 to present
04/2012 to present
07/2014 to present
07/2008 to present

07/2008 to present

02/2006 to present
02/2014 to present
08/2011 to present
02/2006 to present

02/2016 to present

01/2011 to present
06/2014 to present

02/2014 to present

07/2008 to present

05/2006 to present

02/2006 to present

01/2013 to present

Kenneth Rozenberg is a New York licensed nursing home administrator, in good standing, and licensed
paramedic, in good standing. He has been employed as CEO of Bronx Center for Rehabilitation and
Health Care since January 1998. Mr. Rozenberg is the CEO of Centers Health Care, formerly Centers for
Specialty Care Group, in which he has a 50% ownership interest. Mr. Rozenberg discloses the following
health facility interests:

Boro Park Center for Rehabilitation and Healthcare [97%)]

Bronx Center for Rehabilitation and Health Care [95%]

Brooklyn Center for Rehabilitation and Residential Health Care [95%]

Buffalo Center for Rehabilitation and Nursing [90%)]

Bushwick Center for Rehabilitation and Health Care [98%]

Corning Center for Rehabilitation [58%]

Dutchess Center for Rehabilitation and Healthcare [30%]

Essex Center for Rehabilitation and Health Care [90%]

Fulton Center for Rehabilitation and Healthcare [81%]

Holliswood Center for Rehabilitation and Healthcare [70%]

Hope Center for HIV and Nursing Care [95%)]

Indian River Rehabilitation and Nursing Center [9%]

05/2011 to present
10/1997 to present
05/2007 to present
12/2015 to present
05/2011 to present
07/2013 to present
08/2004 to present
03/2014 to present
04/2012 to present
04/2013 to present
04/2015 to present
12/2014 to present
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Northwoods Rehabilitation and Nursing Center at Moravia [10%]
Queens Center for Rehabilitation and Residential Health Care [48%]
Richmond Center for Rehabilitation and Specialty Healthcare [95%]
Steuben Center for Rehabilitation and Healthcare [63%)]

The Grand Rehabilitation and Nursing at Chittenango [62%)]

The Grand Rehabilitation and Nursing at Rome [62%]

University Nursing Home [95%]

Washington Center for Rehabilitation and Healthcare [90%]
Waterfront Center for Rehabilitation [81%]

Williamsbridge Manor Nursing Home [95%]

Banister Center for Rehab (RI) [5%)]

Holliswood Center for Rehabilitation (Receivership)

Stonehedge Health & Rehabilitation Center — Rome (Receivership)
Stonehedge Health & Rehab Center — Chittenango (Receivership)
Wartburg Lutheran Home for the Aging (Receivership)

Waterfront Center for Rehabilitation (Receivership)

Delaware Nursing & Rehab Center (Receivership)

Daughters of Jacob Nursing Home Company Inc. (Receivership) [100%]

Washington Center Adult Home (AH) [60%]

Center Plan for Health Living (MLTC) [60%]

Alpine Home Health Care (CHHA) [100%]

Amazing Home Care (LHCSA) [33%)]

Senior Care Emergency Ambulance Services, Inc. (EMS) [40%)]

11/2014 to present
10/2004 to present
04/2012 to present
07/2014 to present
05/2011 to present
05/2011 to present
08/2001 to present
02/2014 to present
12/2012 to present
11/1996 to present
02/2016 to present

11/2010 to 04/2013
07/2008 to 04/2011
07/2008 to 04/2011
06/2008 to 05/2011
08/2011 to 12/2012
06/2014 to 12/2015
08/2013 to present

02/2014 to present
01/2013 to present
07/2008 to present
05/2006 to present
06/2005 to present

DOH has received notices for the transfer of all of Kenneth Rozenberg’s interest in Dutchess Center,
Queens Center, and Northwoods at Moravia. The above interests do not reflect these changes as
they were not finalized at the time of this report. Daughters of Jacob Nursing Home Company is
being shown as still under receivership with Kenneth Rozenberg as sole receiver. CON #132128 to
establish DOJ Operations Associates, LLC received final PHHPC approval on 3/2/2015 but the
transaction has yet to be finalized.

Beth (Kosowsky) Rozenberg retired in 1995 as a teacher from Park East Day School in New York, NY.
Ms. Rozenberg discloses the following health facility interests:

Bronx Center for Rehabilitation and Health Care [5%]
Hope Center for HIV and Nursing Care [5%)]
University Nursing Home [5%]
Williamsbridge Manor [5%)]
Banister Center for Rehab (RI) [5%)]

09/2013 to present
04/2015 to present
11/2002 to present
12/2004 to present
02/2016 to present

Jeffrey N. Sicklick is a nursing home administrator in good standing in the states of New York and New
Jersey. Mr. Sicklick has been employed as Administrator at Bronx Center for Rehabilitation & Health Care
since October, 1997. Mr. Sicklick discloses the following health facility interests:

Boro Park Center for Rehabilitation and Healthcare [1%]

Bufflalo Center for Rehabilitation and Nursing [10%)]

Bushwick Center for Rehabilitation and Health Care [2%)]

Corning Center for Rehabilitation [9%]

Dutchess Center for Rehabilitation and Healthcare

Essex Center for Rehabilitation and Health Care [5%]

Fulton Center for Rehabilitation and Healthcare [9%)]

Holliswood Center for Rehabilitation and Healthcare [2.5%]

Queens Center for Rehabilitation and Residential Health Care

Richmond Center for Rehabilitation and Specialty Healthcare [3%]

Steuben Center for Rehab [3%)]

05/2011 to present
12/2015 to present
05/2011 to present
07/2013 to present
08/2004 to 11/2015
03/2014 to present
04/2012 to present
05/2013 to present
06/2007 to 10/2015
04/2012 to present
07/2014 to present
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The Grand Rehabilitation and Nursing at Chittenango [8%] 05/2011 to present

The Grand Rehabilitation and Nursing at Rome [8%] 05/2011 to present
Washington Center for Rehabilitation and Healthcare [10%] 02/2014 to present
Waterfront Center for Rehabilitation [19%)] 01/2013 to present
Washington Center Adult Home (AH) [10%)] 02/2014 to present

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

A review of operations of Bronx Center for Rehabilitation and Health Care for the period identified above
reveals the following:
e The facility was fined $2,000 pursuant to a Stipulation and Order NH-07-079 issued October 23,
2007 for surveillance findings on April 27, 2007. Deficiencies were found under 10 NYCRR
415.12 Quality of Care and 415.12(i)(1), Quality of Care: Nutrition.
e The facility was fined $4,000 pursuant to a Stipulation and Order NH-11-047 issued August 25,
2011 for surveillance findings on April 16, 2010. Deficiencies were found under 10 NYCRR
415.12 (h)(2) Quality of Care: Accidents and Supervision and 415.26 Administration.
o A federal CMP of $36,450 was assessed for the April 16, 2010 survey findings.
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 of Essex Center for Rehabilitation and Health Care for the period identified above
reveals the following:

e The facility was fined $6,000 pursuant to a Stipulation and Order for surveillance findings on
August 9, 2015. Deficiencies were found under 10 NYCRR 415.12 Quality of Care: Highest
Practical Concern; 415.26 Administration; and 415.27(a-c) Administration: Quality Assessment
and Assurance.

A review of operations of Fulton Center for Rehabilitation and Healthcare for the period identified above
reveals the following:

e The facility was fined $52,000 pursuant to a Stipulation and Order NH-16-004 issued April 23.
2015 for surveillance findings on June 11, 2012, May 15, 2012, and November 21, 2013.
Deficiencies were found under 10 NYCRR 415.12 Quality of Care: Highest Practical Potential,
415.12(i)(1) Quality of Care: Nutrition; 415.12(h)(1) Quality of Care: Accidents/Supervision;
415.12(m)(2) Quality of Care: Medication Errors; 415.12(i)(1) Quality of Care: Nutrition;
415.12(c)(2) Quality of Care: Pressure Sores; 415.26 Administration; 415.27(a-c) Quality
Assurance; 415.3(e)(2)(ii)(b) Notification of Changes; and 415.4(b)(1)(2)(3) Investigative/Report
Allegations.

o0 Afederal CMP of $975 was assessed for the Junel6, 2012 survey findings.
o Afederal CMP of $11,895 was assessed for the May 15, 2013 survey findings.
o0 Afederal CMP of $10,000 was assessed for the November 21, 2013 survey findings.

e The facility was fined $10,000 pursuant to a Stipulation and Order NH-12-39 issued on
September 17, 2012 for surveillance findings on March 24, 2014. Deficiencies were found under
10 NYCRR 415.12(c)(1)(2) Quality of Care: Pressure Sores.

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. Fulton
Center was a former County facility that had a high turnover of the facility’s County employed staff after
the current operators took over in April of 2012. The current operators had a period of transition after
takeover where they had to hire and train new staff at the facility in order to maintain staffing levels
needed.
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A review of operations of Northwoods Rehabilitation and Nursing Center at Moravia for the period
identified above reveals the following:
e The facility was fined $2,000 pursuant to a Stipulation and Order NH-16-066 issued January 13,
2016 for surveillance findings on February 6, 2015. Deficiencies were found under 10 NYCRR
415.26 Administration.

A review of operations of Richmond Center for Rehabilitation and Specialty Healthcare for the period
identified above reveals the following:

e The facility was fined $18,000 pursuant to a Stipulation and Order issued for surveillance findings
on April 24, 2012. Deficiencies were found under 10 NYCRR 415.4(b) Free from
Abuse/Involuntary Seclusion; 415.4(b)(1)(ii) Investigate Report Allegations; 414.4(b)
Develop/Implement Abuse/Neglect Policies; 415.11(c)(2)(i-iii) Care Planning; 415.12(f)(1)
Mental/Psychological Difficulties; 415.12(h)(1)(2) Quality of Care: Accidents/Supervision; 415.26
Administration; 415.15(a) Medical Director; and 415.27 (a-c) Quality Assurance.

0 Afederal CMP of $27,528 was assessed for the April 24, 2012 survey findings.

e The facility was fined $2,000 pursuant to a Stipulation and Order NH-16-041 issued January 13,
2016 for surveillance findings on October 24, 2013. Deficiencies were found under 10 NYCRR
415.12(h)(2) Quality of Care: Accident Free Environment.

e The facility was fined $10,000 pursuant to a Stipulation and Order issued for surveillance findings
on March 21, 2014. Deficiencies were found under 10 NYCRR 415.12(h)(2) Quality of Care:
Accidents.

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.
Richmond Center has 300 certified beds with 72 of those beds servicing neurobehavioral residents in
dedicated neurobehavioral units. This population can be difficult to serve and the initial survey findings in
2012 reflect a transition of this facility immediately after the current operators took over in April of 2012,
with this initial enforcement occurring days after the official transition of ownership.

A review of the operations of The Grand Rehabilitation and Nursing at Chittenango (formerly Chittenango
Center for Rehabilitation and Health Care; Stonehedge Health & Rehabilitation Center - Chittenango) for
the period identified above reveals the following:
e The facility was fined $4,000 pursuant to a Stipulation and Order NH-10-053 issued November
15, 2010 for surveillance findings on October 22, 2009. Deficiencies were found under 10
NYCRR 415.12(h)(1,2) Quality of Care: Accidents and Supervision and 415.26(b)(3)(4)
Governing Body.
o Afederal CMP of $5,200 was assessed for the October 22, 2009 survey findings.
e The facility was fined $20,000 pursuant to a Stipulation and Order NH-12-010 issued February
17, 2012 for surveillance findings on January 20, 2011. Deficiencies were found under 10
NYCRR 415.12(c)(1)(2) Quality of Care: Pressure Sores and NYCRR 415.12(d)(1) and Quality of
Care: Catheters.
0 Afederal CMP of $3.250 was assessed for July 30, 2012 survey findings.
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. State
enforcements for surveys on October 22, 2009 and January 20, 2011 came when the facility was under
receivership. The facility has experienced a state enforcement free period since permanent
establishment of the current operators in May of 2011.

A review of the operations of The Grand Rehabilitation and Nursing at Rome (formerly Rome Center for
Rehabilitation and Health Care; Stonehedge Health & Rehabilitation Center - Rome) for the period
identified above reveals the following:

o Afederal CMP of $1,600 was assessed for May 18, 2011 survey findings.
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A review of the operations of Washington Center for Rehabilitation and Healthcare for the period
identified above reveals the following:
e The facility was fined $4,000 pursuant to a Stipulation and Order issued for surveillance findings
on September 11, 2015. Deficiencies were found under 10 NYCRR 415.12(h)(1) Quality of Care:
Accident Free Environment; 415.27(a-c) Administration: Quality Assessment and Assurance.

A review of the operations of Waterfront Center for Rehabilitation and Healthcare for the period identified
above reveals the following:

e The facility was fined $2,000 pursuant to a Stipulation and Order NH-13-014 issued April 24,
2013 for surveillance findings on September 27, 2011. Deficiencies were found under 10 NYCRR
415.12(h)(1)(2) Quality of Care: Accidents and Supervision.

o Afederal CMP of $1,625 was assessed for the September 27, 2011 survey findings.

e The facility was fined $2,000 pursuant to a Stipulation and Order issued for surveillance findings
on May 23, 2012. Deficiencies were found under 10 NYCRR 415.12(c)(2) Quality of Care:
Pressure Sores.

e The facility was fined $24,000 pursuant to a Stipulation issued for surveillance findings on
November 6, 2015. Deficiencies were found under 10 NYCRR 415.12(m)(2) Quality of Care: No
Significant Med Errors; 415.12 Quality of Care: Highest Practicable Potential; 415.12(1)(1) Quality
of Care: Unnecessary Drugs; 415.18(a) Pharmacy Services: Facility Must Provide Routine and
Emergency Drugs in a Timely Manner; 415.18(c)(2) Pharmacy Services: the Drug Regimen of
Each Resident Must be Reviewed at Least Once a Month by Licensed Pharmacist; 415.4(b)(2)(3)
Investigate/Report Allegations/Individuals; 415..26 Administration; and 415.27(c)(2)(3)(v)
Administration: Quality Assessment and Assurance.

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. The
recent November 6, 2015 enforcement was mostly related to medication administration and a new eMAR.
In response to this issue, the operator brought in Centers Health Care clinical consulting staff to help train
facility staff and mitigate any potential harm. The operator also conducted a review of eMAR in all
facilities operated and developed new audit tools based on the survey findings.

A review of Williamsbridge Manor Nursing Home for the period identified above reveals the following:
e The facility was fined $1,000 pursuant to a Stipulation and Order NH-08- issued July 8, 2008 for
surveillance findings of December 19, 2007. A deficiency was found under 10 NYCRR 415.12
Quality of Care.

A review of Alpine Home Health Care, for the periods identified above, reveals the following:
e Afine of $1,000 was issued on February 3, 2015 for not responding to Emergency Preparedness
survey.

The review of operations of Boro Park Center for Rehabilitation and Healthcare, Brooklyn Center for
Rehabilitation and Residential Health Care, Buffalo Center for Rehabilitation and Nurisng, Bushwick
Center for Rehabilitation and Health Care, Corning Center for Rehabilitation, Daughters of Jacob Nursing
Home Company, Dutchess Center for Rehabilitation and Healthcare, Holliswood Center for Rehabilitation
and Healthcare, Hope Center for HIV and Nursing Care, Indian River Rehabilitation and Nursing Center,
Queens Center for Rehabilitation and Residential Health Care, Steuben Center for Rehabilitation and
Healthcare, and University Nursing Home for the time periods indicated above reveals that there were no
enforcements.

A review of Amazing Home Care, for the periods identified above, reveals that there were no
enforcements.

The review of Senior Care Emergency Ambulance Services, Inc., for the periods identified above, reveals
that there were no enforcements.

A review of operations for Center Plan for Health Living, for the periods identified above, reveals that
there were no enforcements.
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A review of operations for Washington Center Adult Home, for the periods identified above, reveals that
there were no enforcements.

Indian River Rehabilitation and Nursing Center was declared a CMS Special Focus facility prior to
Kenneth Rozenberg obtaining a 9% interest in the current operating LLC. Mr. Rozenberg was brought
into the operating structure to help stabilize the facility as he operates another RHCF in the County,
Washington Center for Rehabilitation and Healthcare. Mr. Rozenberg has committed resources to help
stabilize Indian River and the facility appears nearing graduation from its Special Focus designation.

Project Review

This application proposes to establish North River Operations Associate, LLC as the new operator of
Northern Riverview Health Care Center. The facility will be operated as Haverstraw Center for
Rehabilitation and Nursing. No changes in the program or physical environment are proposed in this
application.

The member LLC, KR Northern Holding Company, was formed for the purpose of representing Kenneth
and Beth Rozenberg’s ownership interest in Nanuet Center for Rehabilitation and Nursing (Northern
Manor Geriatric Center), Monsey Center for Rehabilitation and Nursing (Northern Metropolitan Residential
Health Care Facility), and Haverstraw Center for Rehabilitation and Nursing.

Kenneth Rozeberg is CEO and 50% owner of Centers Health Care (Centers), formerly Centers for
Specialty Care Group, which provides administrative services (payroll, billing, accounts payable) as well
as clinical and administrative consulting services to health care facilities. It is the intent of the proposed
operators to contract with Centers for general administrative services (payroll, billing, accounts payable)
as well as clinical and administrative consulting services. It should be noted that Centers does not have
any direct ownership interest in the operations of residential health care facilities in New York State, nor is
it proposed through this application that it will have a direct ownership interest in this facility. Despite the
common ownership of one of its members, the facility will be a wholly independent and distinct legal
entity, in no way controlled by Centers.

It is common for the facilities in which Kenneth Rozenberg has an ownership interest in to contract with
Centers. Centers is used as a resource to provide administrative and clinical support to his skilled
nursing interests across the State. To accomplish this task Centers employs a regional office type
approach with central corporate resources as well as local resources that can provide timely services and
regionally knowledgeable clinical staff to facilities they contract with.

Kenneth Rozenburg and Jeffrey Sicklick were approved by the Public Health and Health Planning Council
on December 4, 2014 to be established as operators of Triboro Center for Rehabilitation and Specialty
Healthcare as members of DOJ Operations Associates, LLC (CON# 132128). These ownership interests
were not included in the Character and Competence — Background because the transaction is currently
being processed to effectuate the establishment of ownership.

Conclusion

No negative information has been received concerning the character and competence of the proposed
applicants. All health care facilities are in substantial compliance with all rules and regulations. The
individual background review indicates the applicants have met the standard for approval as set forth in
Public Health Law §2801-a(3).

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

Asset Purchase Agreement

The applicant has submitted an executed asset purchase agreement for the operating interests of the
RHCF. The agreement will become effectuated upon PHHPC approval of this CON. The terms of the
agreement are summarized below:

Date: June 1, 2015

Purchaser: North River Operations Associates, LLC

Seller: Northern Riverview Health Care Center, Inc.

Purchased All assets used in the operation of the facility. Equipment; supplies and inventory;
Assets: prepaid expenses; documents and records; assignable leases, contracts, licenses

and permits; telephone numbers, fax numbers and all logos; resident trust funds;
deposits; accounts and notes receivable; cash, deposits and cash equivalents.
Excluded Assets: | Any security, vendor, utility or other deposits with any Governmental Entity; any
refunds, debtor claims, third-party retroactive adjustments and related documents
prior to closing, and personal property of residents.

Purchase Price: $18,909,208

Payment of $10,000 cash deposit held in escrow

Purchase Price: $18,899,208 due at time of Closing.

The applicant’s financing plan appears as follows:

Equity via proposed members $4,734,802
Loan (5% interest, 10-year term, 25-year amortization period) $14,174,406

BFA Attachment A is the net worth summary for the proposed members of North River Operations
Associates, LLC, which shows sufficient liquid assets to cover the equity requirement for the purchase
agreement. Greystone has provided a letter of interest for the loan at the stated terms. The applicant
has indicated that they will refinance the loan when the balloon payment becomes due. Kenneth
Rozenberg has submitted an affidavit stating that he will fund the balloon payment from his personal
resources if refinancing is not available.

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. Currently, there are no outstanding Medicaid
overpayment liabilities.

Land Purchase Agreement
The applicant has submitted an executed land purchase agreement for the site they will occupy, which is
summarized below:

Date: June 1, 2015

Premises: The parcel of land located at 87 South Route 9W, Haverstraw, New York
Seller: Northern Riverview Health Care Center, Inc.

Purchaser: North River Realty Associates, LLC

Purchase Price: $7,500,000

Payment of $10,000 down payment paid;

Purchase Price: $7,490,000 balance due at Closing.
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The financing plan for the balance due on the real estate consist of a bank loan for $7,490,000 at 5%
interest for a ten-year term and 25-year amortization period. A bank of letter of interest at the stated
terms has been provided. Daryl Hagler, who is the majority owner of the real estate entity, has submitted
an affidavit stating that he will refinance the loan when the balloon payment becomes due if refinancing is
not available. BFA Attachment B, net worth of Daryl Hagler, reveals sufficient resources for stated levels
of equity.

Lease Agreement
Facility occupancy is subject to an executed lease agreement, the terms of which are summarized as
follows:

Date: May 30, 2015
Premises: | A 180-bed RHCF located at 87 South Route 9W, Haverstraw, New York 10927
Landlord: North River Realty Associates, LLC

Tenant: North River Operations Associates, LLC
Terms: 10 years
Rental: $1,200,000 annually ($100,000 per month)

Provisions: | Taxes, insurance, maintenance and utilities.

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 in that the members of each
have previous business relationships involving real estate transactions of other RHCFs. North River
Realty Associates, LLC members are Daryl Hagler (99%) and Jonathan Hagler (1%).

Operating Budget
The applicant has provided an operating budget, in 2016 dollars, for the first year subsequent to the
change of ownership. The budget is summarized below:

Per Diem Current Year Per Diem Year One

Revenues
Medicaid $262.84 $13,959,703 $245.17 $13,089,381
Medicare $532.68 4,049,966 $532.68 4,071,167
Commercial $361.25 513,695 $361.25 516,226
Private Pay $514.75 985,235 $514.75 990,379
Total Revenues $19,508,599 $18,667,153

Expenses
Operating $220.71 $14,136,724 $237.42  $15,286,537
Capital 18.52 1,185,818 39.37 2,535,068
Total Expenses $239.23 $15,322,542 $276.79  $17,821,605
Net Income $4,186,057 $845,548
Total Patient Days 64,050 64,385
Occupancy 97.5% 98.00%
Breakeven 93.56%

The following is noted with respect to the submitted budget:

e The current year reflects the facility’s 2014 payor and 2014 RHCF-4 cost report information.
Historical utilization for base year 2014 was 97.5%.

e For budget Year One, Medicaid revenues are projected based on the current operating and capital
components of the facility’s 2015 Medicaid FFS rate. All other revenues assume current payment
rates for the respective payors. Commercial and Private Pay rates are anticipated to remain the
same in Year One.

e EXxpenses are increasing in year one due to added staff including 6.9 FTE RNs, 21.0 FTE Technician
& Specialists, 2.6 FTE Aides/Orderlies, and 5.0 FTE Environment and Food Service staff. The
increase will be offset by savings in other areas related to staff reductions in Management and
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Supervision (2.3 FTES), Clerical (5.3 FTES), LPNs (2.7 FTEs) and Social Workers (2.7 FTEs). The
applicant intends to implement new programs to serve a more diverse resident population including
tracheostomy care, cardiac rehabilitation, enhanced wound care, complex clinical care, and IV
therapy. By offering these additional services, the applicant anticipates the facility will be able to
care for higher acuity residents while also helping to prevent unnecessary hospitalizations.

e Overall utilization is 97.5% and 98.0% for Current Year and Year One, respectively, while utilization
by payor source is as follows:

Current Year and Year One

Medicaid 82.92%
Medicare 11.87%
Private/Other 5.21%

o Breakeven utilization is 93.56% or 61,469 patient days for the first year.

Capability and Feasibility

There are no project costs associated with this application. The purchase price for the acquisition of the
operating interests is $18,909,208 and will be met with $4,734,802 equity from proposed members and a
bank loan for $14,174,406 at 5% for a ten-year term and 25-year amortization. Greystone has provided a
letter of interest for the financing at the stated terms. Proposed North River Operations Associates, LLC
member Kenneth Rozenberg has submitted an affidavit stating that he will fund the balloon payment
should acceptable financing not be available at the time the loan comes due. BFA Attachment F is the
interest and amortization schedule for the ten-year term.

The working capital requirement is $2,970,268 based on two months of the first year's expenses.
Working capital will be satisfied with $1,485,134 equity from proposed members and the remaining
$1,485,134 will be financed through a bank loan for five years at 5% interest. Greystone has provided a
letter of interest for the working capital financing. Kenneth Rozenberg has provided an affidavit attesting
that he will provide additional equity disproportionate to his membership interest for working capital. BFA
Attachment A, net worth of the proposed members of North River Operations Associates, LLC, reveals
sufficient resources for stated levels of equity. BFA Attachment F is the pro-forma balance sheet as of
the first day of operation, which indicates a positive members’ equity of $6,219,936. It is noted that
assets include $18,909,208 in goodwill, which is not an available liquid resource, nor is it recognized for
Medicaid reimbursement purposes. Excluding goodwill, members’ equity would be a negative
$12,689,272.

The submitted budget indicates that net income of $845,548 will be generated for the first year. The
budget appears reasonable.

A transition of nursing home (NH) residents to Medicaid managed care is currently being implemented
statewide. Under the managed care construct, Managed Care Organizations (MCOs) will negotiate
payment rates directly with NH providers. A department policy, as described in the “Transition of Nursing
Home Benefit and Population into Managed Care Policy Paper,” provided guidance requiring MCOs to
pay the benchmark Medicaid FFS rate, or a negotiated rate acceptable to both plans and NH, for three
years after a county has been deemed mandatory for NH population enrollment. As a result, the
benchmark FFS rate remains a viable basis for assessing NH revenues through the transition period.

BFA Attachment C, financial summary of Northern Riverview Health Care Center, indicates that the
facility has maintained positive working capital, positive equity position and generated an average annual
net operating profit of $4,008,175 for the 2013-2014 period shown, and a net operating profit of
$2,406,149 as of June 30, 2015.

BFA Attachments D, financial summary of the proposed members’ affiliated RHCFs, shows the facilities
have maintained positive net income from operations for the periods shown.

|
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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 North River Operations Associates, LLC, Proposed Members Net Worth
BFA Attachment B North River Realty Associates, LLC, Daryl Hagler Net Worth

BFA Attachment C Financial Summary, Northern Riverview Health Care Center

BFA Attachment D Affiliated Residential Health Care Facilities

BFA Attachment E Pro Forma Balance Sheet

BFA Attachment F Mortgage Amortization Schedule

BNHLC Attachment A Quality Measures and Inspection Report

|
Project #152295-E Exhibit Page 16



NEWYORK | Department Public Health and Health
Planning Council

STATE OF

OPPORTUNITY. Of Health

Project # 152296-E
North Met Operations Associates LLC
d/b/a Monsey Center for Rehabilitation and Nursing

Program:

Purpose: Establishment

Residential Health Care Facility

County: Rockland
Acknowledged: December 30, 2015

Executive Summary

Description

North Met Operations Associates, LLC d/b/a
Monsey Center for Rehabilitation and Nursing, a
New York limited liability company, requests
approval to be established as the new operator
of Northern Metropolitan Residential Health
Care Facility Inc., a 120-bed Article 28
Residential Health Care Facility (RHCF) located
at 225 Maple Avenue, Monsey (Rockland
County). The facility also operates a 46-slot on-
site Adult Day Health Care Program (ADHCP),
which is part of this request. There will be no
change in services provided.

On June 1, 2015, Northern Metropolitan, Inc.
entered into an Asset Purchase Agreement
(APA) with North Met Operations Associates,
LLC for the sale and acquisition of the operating
interest of Northern Metropolitan Residential
Health Care Facility Inc. The real estate will
remain unchanged. The applicant will lease the
premises from Ledri Realty Associates, LLC, an
unrelated party, via assignment of the current
lease agreement.

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

Current Operator
Northern Metropolitan Residential
Health Care Facility Inc. (100%)

Proposed Operator
North Met Operations Associates, LLC  100%
Members
KR Northern Holding Co., LLC 99%
Kenneth Rozenberg  (95%)
Beth Rozenberg (5%)
Jeffrey Sicklick 1%

The applicant members have ownership interest
in numerous New York State (NYS) RHCFs.
BFA Attachment C presents the ownership
interest and financial summary of the proposed
members’ affiliated RHCFs.

OPCHSM Recommendation
Contingent Approval

Need Summary

There will be no changes to beds or services as
a result of this project. Northern Metropolitan
Residential Health Care Facility’s occupancy
was 89.4% in 2012, 88.0% in 2013, and 89.4%
in 2014. Current occupancy, as of January 27,
2016 is 96.7%.

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. It is the intent of the new
operators to enter into an administrative and
consulting services agreement with Centers
Health Care (Centers). Centers is a related
party in that proposed member Kenneth
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Rozenberg is CEO and has a 50% ownership
interest.

Financial Summary

There are no project costs associated with this
proposal. The purchase price for the operations
is $8,709,661 and will be met with $2,184,915
from the proposed members’ equity and a bank
loan for $6,524,746 at 5% for a 10-year term
and 25-year amortization. Greystone Has
provided a letter of interest for the financing at
the stated terms. Kenneth Rozenberg has
submitted an affidavit stating that he will fund the
balloon payment should acceptable refinancing
not be available at the time the loan comes due.
The projected budget is as follows:

Revenues: $16,933,007
Expenses: 13,902,627
Gain: $ 3,030,380
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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.

2.

3.

10.

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

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

Submission of an executed Assignment and Assumption of the lease agreement, acceptable to the
Department of Health. [BFA]

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. ldentifying the community resources that serve the low-income and frail elderly population that
have used, or may eventually use, the nursing facility, and confirming they were informed about
the facility's Medicaid Access policy.

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

e. Other factors as determined by the applicant to be pertinent.

The DOH reserves the right to require continued reporting beyond the two year period. [RNR]
Submission of the proposed Consulting and Administrative Services Agreement between the facility
and Centers Health Care. [LTC]

Submission of a photocopy of the applicant’s signed Certificate of Amendment of Articles of
Organization, which is acceptable to the Department.

Submission of a photocopy of the applicant’s signed Operating Agreement, which is acceptable to the
Department. [CSL]

Submission of photocopies of the signed modification of lease dated March 31, 1981 and stipulation
of settlement dated September 14, 1995 (referenced in section 1.1.18 of the Asset Purchase
Agreement), and a signed assignment of the lease, all of which must be acceptable to the
Department. [CSL]
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11. Submission of a photocopy of a signed Certificate of Amendment to the Articles of Organization of KR
Northern Holding Co., LLC, which is acceptable to the Department. [CSL]

12. Submission of a photocopy of a revised and signed Operating Agreement for KR Northern Holding
Co., 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]

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
April 14, 2016

|
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Need Analysis |

Background and Analysis

North Met Operations Associates LLC d/b/a Monsey Center for Rehabilitation and Nursing, seeks
approval to become the established operator of Northern Metropolitan Residential Health Care Facility, an
existing 120-bed Article 28 residential health care facility (RHCF), located at 225 Maple Avenue, Monsey,
10952, in Rockland County. In addition, the applicant seeks approval to become the operator of the 46-
slot adult day health care program currently operated at the facility.

The need methodology indicates a need for 320 additional beds in Rockland County.

RHCF Need — Rockland County

2016 Projected Need 1,635
Current Beds 1,355
Beds Under Construction -40
Total Resources 1,315
Unmet Need 320

The overall occupancy for Rockland County is 87.2% for 2014 as indicated in the following chart:

Northern Metropolitan Residential Health Care Facility
Facility vs. County

100.0%
% eccecseescessesscsscesccsscssscsscssscsscssccsscssccse 97 (0%
o« 95.0%
>
(&}
C
3 90.0%
>
Q
o
85.0%
80.0%
2009 2010 2011 2012 2013 2014 2015*
— [ Cility 84.6% 86.1% 91.2% 89.4% 88.0% 89.4% 92.6%

= e = Rockland County 89.8% 89.5% 90.0% 89.5% 87.1% 87.2% 87.5%

*unaudited, facility reported data

With the recent closing of Summit Park Nursing Care Center, Northern Metropolitan Residential Health
Care Facility has received new admissions and is currently at 97% occupancy. Rockland County is at
95.3%. In addition to the recent influx of admissions, the applicant noted additional plans to increase and
sustain occupancy at the Department’s planning optimum. New programs to serve a more diverse
resident population, higher acuity residents, and prevent unnecessary hospitalizations include the
following services: tracheostomy care, cardiac rehabilitation, enhanced wound care, complex clinical care
and IV therapy.

The applicant also plans to make cosmetic improvements throughout the facility as well as perform the
following renovations:
¢ New lobby including hospitality and lounge areas;
e New multi-purpose room which will include:
0 A new therapy suite and solarium, with indoor/outdoor space;
0 A new synagogue; and

|
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e Additional guest suites on the ground floor, which will be available for overnight stays for family
members. The guest suites will have a significant impact on Orthodox Jewish residents, which make
up approximately 60% of the residents in the facility, and whose family members are unable to travel
during weekly religious observances.

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.

Northern Metropolitan Residential Health Care Facility’s Medicaid admissions of 67.7% in 2012 and
71.1% in 2013 exceeded Rockland County 75% rates of 24.4% and 26.5% in 2012 and 2013,
respectively.

Conclusion

With the recent closure of a nursing home in the planning area, approval of this application will result in
maintaining a necessary community and Medicaid resource in Rockland County.

Recommendation
From a need perspective, contingent approval is recommended.

Program Analysis |

Facility Information

Existing Proposed
Facility Name Northern Metropolitan Monsey Center for Rehabilitation and
Residential Health Care Nursing
Facility
Address 225 Maple Avenue Same
Monsey, New York 10952
RHCF Capacity 120 Same
ADHC Program Capacity | 46 Same
Type of Operator Not for Profit Corporation Limited Liability Company
Class of Operator Voluntary Proprietary
Operator Northern Metropolitan North Met Operations Associates LLC
Residential Health Care
Facility Inc Members
Jeffrey Sicklick 1%
KR Northern Holding Co, LLC 99%
Kenneth Rozenberg (95%)
Beth Rozenberg (5%)
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Facilities Reviewed

Nursing Homes

Boro Park Center for Rehabilitation and Healthcare

Bronx Center for Rehabilitation and Health Care

Brooklyn Center for Rehabilitation and Residential HC

Bufflalo Center for Rehabilitation and Nursing
(formerly Delaware Nursing & Rehabilitation Center)

Bushwick Center for Rehabilitation and Health Care
(formerly Wartburg Lutheran Home for the Aging)

Corning Center for Rehabilitation

Daughters of Jacob Nursing Home Company Inc.

Dutchess Center for Rehabilitation and Healthcare

Essex Center for Rehabilitation and Health Care

Fulton Center for Rehabilitation and Healthcare

Holliswood Center for Rehabilitation and Healthcare

Hope Center for HIV and Nursing Care

Indian River Rehabilitation and Nursing Center

Northwoods Rehabilitation and Nursing Center at Moravia

Queens Center for Rehabilitation and Residential Health Care
Richmond Center for Rehabilitation and Specialty Healthcare

Steuben Center for Rehabilitation and Healthcare
The Grand Rehabilitation and Nursing at Chittenango

05/2011 to present
02/2006 to present
05/2007 to present
06/2014 to present

06/2008 to present

07/2013 to present
08/2013 to present
02/2006 to present
03/2014 to present
04/2012 to present
11/2010 to present
04/2015 to present
12/2014 to present
11/2014 to present
02/2006 to present
04/2012 to present
07/2014 to present
07/2008 to present

(formerly Chittenango Center for Rehabilitation and Health Care)

The Grand Rehabilitation and Nursing at Rome

(formerly Rome Center for Rehabilitation and Health Care)

University Nursing Home

Washington Center for Rehabilitation and Health Care
Waterfront Center for Rehabilitation and Health Center
Williamsbridge Manor Nursing Home

Rhode Island Nursing Homes
Banister Center for Rehab

Dialysis Centers
Bronx Center for Renal Dialysis

Bushwick Center for Renal Dialysis

Adult Homes
Washington Center Adult Home (AH)

Certified Home Health Agency
Alpine Home Health Care (CHHA)

Licensed Home Care Services Agency
Amazing Home Care (LHCSA)

Ambulance Company
Senior Care Emergency Ambulance Services, Inc. (EMS)

Managed Long Term Care Company
Centers Plan for Health Living (MLTC)

07/2008 to present

02/2006 to present
02/2014 to present
08/2011 to present
02/2006 to present

02/2016 to present

01/2011 to present
06/2014 to present

02/2014 to present

07/2008 to present

05/2006 to present

02/2006 to present

01/2013 to present
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Individual Background Review
Current facility ownership is shown in brackets.

Kenneth Rozenberg is a New York licensed nursing home administrator, in good standing, and licensed
paramedic, in good standing. He has been employed as CEO of Bronx Center for Rehabilitation and
Health Care since January 1998. Mr. Rozenberg is the CEO of Centers Health Care, formerly Centers for
Specialty Care Group, in which he has a 50% ownership interest. Mr. Rozenberg discloses the following
health facility interests:

Boro Park Center for Rehabilitation and Healthcare [97%]

Bronx Center for Rehabilitation and Health Care [95%]

Brooklyn Center for Rehabilitation and Residential Health Care [95%]
Bufflalo Center for Rehabilitation and Nursing [90%]

Bushwick Center for Rehabilitation and Health Care [98%]

Corning Center for Rehabilitation [58%)]

Dutchess Center for Rehabilitation and Healthcare [30%)]

Essex Center for Rehabilitation and Health Care [90%]

Fulton Center for Rehabilitation and Healthcare [81%]

Holliswood Center for Rehabilitation and Healthcare [70%]

Hope Center for HIV and Nursing Care [95%]

Indian River Rehabilitation and Nursing Center [9%]

Northwoods Rehabilitation and Nursing Center at Moravia [10%)]
Queens Center for Rehabilitation and Residential Health Care [48%]
Richmond Center for Rehabilitation and Specialty Healthcare [95%]
Steuben Center for Rehabilitation and Healthcare [63%)]

The Grand Rehabilitation and Nursing at Chittenango [62%]

The Grand Rehabilitation and Nursing at Rome [62%)]

University Nursing Home [95%)]

Washington Center for Rehabilitation and Healthcare [90%]
Waterfront Center for Rehabilitation [81%)]

Williamsbridge Manor Nursing Home [95%]

Banister Center for Rehab (RI) [5%]

Holliswood Center for Rehabilitation (Receivership)

Stonehedge Health & Rehabilitation Center — Rome (Receivership)
Stonehedge Health & Rehab Center — Chittenango (Receivership)
Wartburg Lutheran Home for the Aging (Receivership)

Waterfront Center for Rehabilitation (Receivership)

Delaware Nursing & Rehab Center (Receivership)

Daughters of Jacob Nursing Home Company Inc. (Receivership) [100%]

Washington Center Adult Home (AH) [60%]

Center Plan for Health Living (MLTC) [60%]

Alpine Home Health Care (CHHA) [100%)]

Amazing Home Care (LHCSA) [33%)]

Senior Care Emergency Ambulance Services, Inc. (EMS) [40%)]

05/2011 to present
10/1997 to present
05/2007 to present
12/2015 to present
05/2011 to present
07/2013 to present
08/2004 to present
03/2014 to present
04/2012 to present
04/2013 to present
04/2015 to present
12/2014 to present
11/2014 to present
10/2004 to present
04/2012 to present
07/2014 to present
05/2011 to present
05/2011 to present
08/2001 to present
02/2014 to present
12/2012 to present
11/1996 to present
02/2016 to present
11/2010 to 04/2013
07/2008 to 04/2011
07/2008 to 04/2011
06/2008 to 05/2011
08/2011 to 12/2012
06/2014 to 12/2015
08/2013 to present
02/2014 to present
01/2013 to present
07/2008 to present
05/2006 to present
06/2005 to present

DOH has received notices for the transfer of all of Kenneth Rozenberg’s interest in Dutchess Center,
Queens Center, and Northwoods at Moravia. The above interests do not reflect these changes as
they were not finalized at the time of this report. Daughters of Jacob Nursing Home Company is
being shown as still under receivership with Kenneth Rozenberg as sole receiver. CON #132128 to
establish DOJ Operations Associates, LLC received final PHHPC approval on 3/2/2015 but the
transaction has yet to be finalized.

Beth (Kosowsky) Rozenberg retired in 1995 as a teacher from Park East Day School in New York, NY.
Ms. Rozenberg discloses the following health facility interests:
Bronx Center for Rehabiliation and Health Care [5%)]

Hope Center for HIV and Nursing Care [5%]
University Nursing Home [5%] 11/2002 to present
Williamsbridge Manor [5%] 12/2004 to present
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Banister Center for Rehab (RI) [5%] 02/2016 to present

Jeffrey N. Sicklick is a nursing home administrator in good standing in the states of New York and New
Jersey. Mr. Sicklick has been employed as Administrator at Bronx Center for Rehabilitation & Health Care
since October, 1997. Mr. Sicklick discloses the following health facility interests:

Boro Park Center for Rehabilitation and Healthcare [1%)] 05/2011 to present
Buffalo Center for Rehabilitation and Nursing [10%] 12/2015 to present
Bushwick Center for Rehabilitation and Health Care [2%)] 05/2011 to present
Corning Center for Rehabilitation [9%] 07/2013 to present
Dutchess Center for Rehabilitation and Healthcare 08/2004 to 11/2015
Essex Center for Rehabilitation and Health Care [5%)] 03/2014 to present
Fulton Center for Rehabilitation and Healthcare [9%] 04/2012 to present
Holliswood Center for Rehabilitation and Healthcare [2.5%] 05/2013 to present
Queens Center for Rehabilitation and Residential Health Care 06/2007 to 10/2015
Richmond Center for Rehabilitation and Specialty Healthcare [3%] 04/2012 to present
Steuben Center for Rehab [3%)] 07/2014 to present
The Grand Rehabilitation and Nursing at Chittenango [8%] 05/2011 to present
The Grand Rehabilitation and Nursing at Rome [8%)] 05/2011 to present
Washington Center for Rehabilitation and Healthcare [10%] 02/2014 to present
Waterfront Center for Rehabilitation [19%] 01/2013 to present
Washington Center Adult Home (AH) [10%] 02/2014 to present

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

A review of operations of Bronx Center for Rehabilitation and Health Care for the period identified above
reveals the following:
e The facility was fined $2,000 pursuant to a Stipulation and Order NH-07-079 issued October 23,
2007 for surveillance findings on April 27, 2007. Deficiencies were found under 10 NYCRR
415.12 Quality of Care and 415.12(i)(1), Quality of Care: Nutrition.
e The facility was fined $4,000 pursuant to a Stipulation and Order NH-11-047 issued August 25,
2011 for surveillance findings on April 16, 2010. Deficiencies were found under 10 NYCRR
415.12 (h)(2) Quality of Care: Accidents and Supervision and 415.26 Administration.
o0 Afederal CMP of $36,450 was assessed for the April 16, 2010 survey findings.

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 of Essex Center for Rehabilitation and Health Care for the period identified above
reveals the following:

e The facility was fined $6,000 pursuant to a Stipulation and Order for surveillance findings on
August 9, 2015. Deficiencies were found under 10 NYCRR 415.12 Quality of Care: Highest
Practical Concern; 415.26 Administration; and 415.27(a-c) Administration: Quality Assessment
and Assurance.

A review of operations of Fulton Center for Rehabilitation and Healthcare for the period identified above
reveals the following:

e The facility was fined $52,000 pursuant to a Stipulation and Order NH-16-004 issued April 23.
2015 for surveillance findings on June 11, 2012, May 15, 2012, and November 21, 2013.
Deficiencies were found under 10 NYCRR 415.12 Quality of Care: Highest Practical Potential;
415.12(i)(1) Quality of Care: Nutrition; 415.12(h)(1) Quality of Care: Accidents/Supervision;
415.12(m)(2) Quality of Care: Medication Errors; 415.12(i)(1) Quality of Care: Nutrition;
415.12(c)(2) Quality of Care: Pressure Sores; 415.26 Administration; 415.27(a-c) Quality
Assurance; 415.3(e)(2)(ii)(b) Notification of Changes; and 415.4(b)(1)(2)(3) Investigative/Report
Allegations.

o0 Afederal CMP of $975 was assessed for the June 11, 2012 survey findings.
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o Afederal CMP of $11,895 was assessed for the May 15, 2013 survey findings.
o Afederal CMP of $10,000 was assessed for the November 21, 2013 survey findings.

e The facility was fined $10,000 pursuant to a Stipulation and Order NH-12-39 issued on
September 17, 2012 for surveillance findings on March 24, 2014. Deficiencies were found under
10 NYCRR 415.12(c)(1)(2) Quality of Care: Pressure Sores.

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. Fulton
Center was a former County facility that had a high turnover of the facility’s County employed staff after
the current operators took over in April of 2012. The current operators had a period of transition after
takeover where they had to hire and train new staff at the facility in order to maintain staffing levels
needed.

A review of operations of Northwoods Rehabilitation and Nursing Center at Moravia for the period
identified above reveals the following:
e The facility was fined $2,000 pursuant to a Stipulation and Order NH-16-066 issued January 13,
2016 for surveillance findings on February 6, 2015. Deficiencies were found under 10 NYCRR
415.26 Administration.

A review of operations of Richmond Center for Rehabilitation and Specialty Healthcare for the period
identified above reveals the following:

e The facility was fined $18,000 pursuant to a Stipulation and Order issued for surveillance findings
on April 24, 2012. Deficiencies were found under 10 NYCRR 415.4(b) Free from
Abuse/Involuntary Seclusion; 415.4(b)(1)(ii) Investigate Report Allegations; 414.4(b)
Develop/Implement Abuse/Neglect Policies; 415.11(c)(2)(i-iii) Care Planning; 415.12(f)(1)
Mental/Psychological Difficulties; 415.12(h)(1)(2) Qu