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December 15, 2017

Cynthia Warren, Esq.
Cameron & Mittleman LLP
301 Promenade Street
Providence, R1 02908

Dear Ms. Warren.

This Decision is pursuant to the requirements of RIGL § 23-17.14 The Hospital
Conversions Act and RIGL § 23-17 Health Care Facility Licensing Act of Rhode Island.

Attached is the Report of the Health Services Council on the applications of Prime
Healthcare Foundation, Inc.; Prime Healthcare Services — Landmark, LLC; and Prime
Healthcare Management I, Inc. for the Change in Effective Control of Landmark Medical Center
in Woonsocket; and Rehabilitation Hospital of Rhode Island in North Smithfield.

At its November 28, 2017 meeting, the Health Services Council (“Council”) voted to adopt
the Report, as written, which recommends approval of the applications subject to the standard
* conditions of approval, including those contained in the February 14, 2014 hospital conversions
Amended Decision, as well as those conditions outlined in the Rhode Island Attorney General’s
letter of November 14, 2017 to be incorporated by reference and be made part of the Council’s

decision of approval.

The Rhode Island Department of Health (“RIDOH”) accepts the recommendations of the
Council and hereby approves the applications, adopting the attached Report, including the findings
incorporated in Section IV and conditions of approval in Section VI, as its final decision in
accordance with Section 23-17 of the General Laws of Rhode Island.

In addition, RIDOH has varied from the recommendations of the Health Services Council
by amending conditions to those contained in Section VI of the Report. In accordance with § 23-
17-6 of the General Laws of Rhode Tsland, the conditions of approval shall be those as set forth as
attached. The conditions of approval as attached shall supersede those previous conditions of
approval contained in the February 14, 2017 hospital conversions Amended Decision.

State of Rhode Island and Providence Plantations



RIDOH takes notice of the issues regarding the effective date for these applications and
transfers of ownership and their implications on the social determinants of health of the
communities served by Landmark Medical Center. Accordingly, as provided for in this Decision,
these approvals are effective on January 1, 2018, RIDOH does not and shall not recognize any
retroactive dating for purposes of implementation and approval of these applications.

Please be advised that these approvals are a pre-condition to licensure. Prior to actual
licensure, the applicant must complete the appropriate licensure forms and submit them to the

Center for Health Facilities Regulations to initiate final licensure activities.

If you have any questions, please contact Michael Dexter at (401) 222-2788.

Rhode Island Department of Health

Attachments



Final Decision of the Dirvector of the Rhode Island Department of Heallh

This hospital conversion proposed by the transacting parties, Prime Healthcare Foundation, Inc.;
Prime Healthcare Services- Landmark, LLC, and Prime Healthcare Management II, Inc. for
Landmark Medical Center (“LMC”) and the Rehabilitation Hospital of Rhode Island (“RHRI"), is
hereby approved by the Rhode Island Department of Health (“RIDOH”), subject to the terms and
conditions outlined below:

General Conditions:

1.

The approvals shall be effective on January 1, 2018 (“the effective date of this Decision”).
RIDOH does not and shall not recognize any retroactive dating for purposes of
implementation and approval of these applications.

The transacting parties shall implement the applications, as detailed in the initial
application, and as approved by the Director of RIDOH.

Prime shall maintain a governing body at Prime Healthcare Services - Landmark, LLC
(the licensees) whose membership shall include a minimum of two (2) individuals who
are uncompensated, indep_endent and who reside in Rhode Island;

Hospital Operations Conditions:

4,

Prime shall keep LMC open and operational, including the complete scope and array of
services as existed at the hospital prior to the conversion, for a minimum period of time,
which shall be no less than five (5) years from the effective date of this Decision; that
Prime may add services (in accordance with Rhode Island statutes and regulations);

LMC shall participate in RIDOH’s Prescription Drug Monitoring Program (PDMP),
ensuring that within one month of the effective date of this Decision all medical doctors,
nurse practitioners and physician assistants working in the Imergency Department of
LMC shall be enrolled in the PDMP; and ensuring that for every prescription for
Schedule 11 through V the prescriber shall document the findings and decision of that
consultation in the patient chart; that all new practitioners to LMC shall be enrolied in
the PDMP upon credentialing; and that all existing {non-Emergency Department)
practitioners of LMC shall be enrolled in the PDMP upon re-credentialing;

LMC shall achieve at least Level 3 certification as outlined in the Levels of Care for Rhode
Island Emergency Departments and Hospitals for Treating Overdose and Opioid Use Disorder
within six (6) months from the effective date of this Decision;

LMC shall adopt a transitions-of-care program to prevent unnecessary hospital
admissions and re-admissions in accordance with the requirements set forth in
Addendum 1 and had been set forth in the February 14, 2014 hospital conversions
Amended Decision, herein;

IMC and RHRI shall participate in CurrentCare, Rhode Island’s Statewide Health
Information Exchange, through the following:
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a. Offer enrollment in CurrentCare to all patients seen in ambulatory clinics and
physician practices owned by LMC and RHRI, patients seen in the emergency
departments, and all patients at time of admission or discharge.

b. Continue to send or receive any data currently sent or received to or from the
state’s designated entity for Health Information Exchange, and work with the
state’s designated entity for Health Information Exchange to expand the quality,
scope, and type of data sent or received, LMC and RFRI shall share data for
statewide health information exchange purposes, including, but not necessarily
limited to data included in CurrentCare. Health information exchange purposes
includes exchanging (both sending and receiving) CCDs, ADTs, Labs, Radiology
reports, and EKGs as structured data feeds between providers with treating
relationships to the patient. If the newly acquired hospital has locations outside
of Rhode Island which share the same system as those within Rhode Island,
preferably LMC and RHRI will also agree to share these types of data from those
locations. LMC and RHRI shall share data from non-Rhode Island sites that is
directly related to Rhode Island residents.

c. Make the CurrentCare data available at all clinical sites (such as ambulatory clinics
and physician practices, hospitals, and emergency departments) if at least 25% of
the patient population served at the site within the last year is made up of Rhode
Island residents. For CurrentCare data to be considered available at the site,
CurrentCare data must be made available through bidirectional exchange within
the site’s Flectronic Health Record (“EHR”) for any EHR vendor where this is
already occurring in Rhode Island and relevant staff must be trained to access
this information, alternatively if bidirectional exchange is not already in place with
the EHR vendor, at least 75% of relevant clinical staff must be trained and received
a username and password to access the CurrentCare Viewer.

Birthing Conditions:

9. LMC shall participate in all local (defined as the primary service area) and state-wide
coalitions that work to improve prenatal care and to prevent teen pregnancies, including
the Rhode Island Alliance and the Rhode Island Statewide Prematurity Task Force;

10, L.MC shall maintain a “hard-stop” (as defined by the March of Dimes) for the use of
elective Caesarian Sections before 39 weeks;

11. LMC shall obtain Baby Friendly certification within six (6) months from the effective
date of this Decision; .

CLAS and Health Equity Conditions:

12. In accordance with the federal National Standards for Culturally and Linguistically
Appropriate Services in Health Care (National CLAS Standards), published in 2000 by the




Office of Minority Health, U.S. Department of Health & Human Services, and with the
current interpreter service policy in Rhode Island, LMC and RHRI shall:

da.

Ensure that a qualified interpreter (for both spoken and sign languages) is present
in connection with all services if the appropriate bilingual assistance (including
sign language) is not available to translate for every non-English speaker who is a
patient or seeks appropriate care and treatment and who is not accompanied or
represented by an appropriate qualified interpreter or a qualified sign language
interpreter who has attained at least sixteen (16) years of age; and

Post multi-lingual notices in conspicuous places setting forth the requirement in
subsection (a) of this section in English and, at a minimum, the three (3) most
common foreign languages used within the newly acquired hospital’s service
areas;

13, Per Section 11.5 (b) of the Rules and Regulations Pertaining to Hospital Conversions and in
alignment with its Community Health Needs Assessment (CHNA) Implementation
Strategy LMC shall:

a.

within 90 days of the effective date of this Decision, meet with the collaborative
partners of the Woonsocket Health Equity Zone (HEZ) to establish a plan for the
investment of financial resoutces to support the sustainability of the Woonsocket
HEZ collaborative; '

within 180 days of the effective date of this Decision, submit to RIDOH a written
plan for review and approval for the investment of financial resources, in the sum
of $100,000 or more annually, to the Woonsocket HEZ. This plan should include
at minimum:
i. the total dollar amount to be invested per year;
ii. a detailed explanation on how LMC will engage with the HEZ beyond
funding;
iti. acopy of LMC's existing CHNA and community benefits plan;
iv. an analysis that identifies overlaps in LMC’s existing CHHNA and the HEZ
needs assessments/ priorities;
v. a detailed description on how LMC and its investment plan will address
the identified community needs in conjunction with the HEZ;

within 30 days of approval of the investment plan by RIDOH, disperse funding to
support the continued sustainability of the HEZ collaborative in Woonsocket in

accordance with the approved plan;

submit a report annually to RIDOH on the progress of the collaborative
investment in the Woonsocket HEZ;

work with the local HEZ to collaborate on all future versions of LMC's CHNA;




14. Prior to or on the effective date of this Decision and for five (5) successive years, LMC
shall submit an implementation plan to RIDOH addressing the following:

a. The findings of the RIDOH 2015 Siatewide Health Inventory (and all subsequent
editions);

b. The delivery of primary care within an integrated health care delivery system for
physical (including oral health) and behavioral health (including mental health
and substance use) in LMC’s service area;

¢. Activities related to the recommendations of the Rhode Island State Innovation
Model, health equity and the THI Triple Aim Initiative, integrated population health
and risk contracting capabilities, and participation in population health infrastructure '
within Rhode Island, including but not limited to:

i

ii.

iil.

iv.

V.

Expansion of Medication Assisted Treatment providers and services to
address the overdose epidemic;

Participation in interventions to improve the safety of opioid prescribing;
Utilization of Certified Community Health Workers and Certified Peer
Recovery Specialists within any aspect of the healthcare delivery system or
Community Health Teams established in LMC's service area;

Expansion of maternal and child health interventions to reduce infant
mortality, as well as toxic stress, within maternal fetal medicine, obstetrics,
and pediatrics capabilities, as may be applicable to LMC

Development of relationships with Iocal tribal nations.

d. Strategies that support achieving RIDOH's Integrated Population Health Leading
Priovities, Strategies, and Goals, including but not limited to:

1

il
iil.
iv.

vi.

Addressing social and environmental determinants of health within
LMC’'s community and service area through the RIDOH Health Equity Zone
Initiative (HEZ);

Reducing and preventing health disparities;

Expanding access to care for the community’s vulnerable populations;
Improving integrated population health outcomes;

Improving health equity as measured by the Statewide Health Equity
Indicators, once established;

Developing a workforce that reflects the service area’s diversity

e. Details outlining financial investments to date and going forward in LMC and/or
the surrounding Rhode Island community.

15. LMC shall contribute $100,000, annually in conjunction with the initial and renewed
license, to the Health Professional Loan Repayment Program administered by the
RIDOH, to pay health professional student loan debt of primary care health providers
(as defined by the Federal Bureau of Health Work Force) practicing in the state of Rhode

Island;




Fiscal Conditions:

1e6.

17.

18.

19.

20.

Prime shall contribute, annually in conjunction with the initial and renewed license, a
sum of $75,000 to support the state's coordinated health planning process;

Prime shall not enter into any contract or other service or purchasing arrangements with
an affiliated legal entity except for contracts or arrangements to provide services or
products that are reasonably necessary to accomplish the health care purposes of the
relevant hospital and for compensation that is consistent with fair market value for the
services actually rendered, or the products actually provided;

Prime shall not provide any corporate allocation, or equivalent charge, to any affiliated
organization(s) in any hospital fiscal year to not exceed reasonable fair market value for
the services rendered or the assets purchased or leased from such affiliate;

Prime shall report to the Director on annual distributions of revenues to Prime
Healthcare Foundation, Inc. and the revenues from Prime Healthcare Foundation, Inc.,
in a form and substance acceptable to the Director within 30 days of the effective date
of this Decision;

Prime shall provide complete audited financial statements for Prime Healthcare
Services - Landmark, LLC and Prime Healthcare Foundation, Inc. to RIDOH on or
before March 1st of each calendar year; RIDOH reserves the right to request more
frequent financial information as it deems necessary;

Reporting Conditions:

21.

22.

23,

24.

LMC shall offer opt-out adult (as defined by the U.S. Centers for Disease Prevention &
Control) HIV testing on all emergency department patients at least once a year and
report annually to RIDOH within 30 days of the effective date of this Decision the rate
of testing of the prior year;

LMC and RHRI shall offer annual seasonal influenza vaccines to 100% of patients at
discharge (September through April) and document each said offering in the patient’s
chart and report annually to RIDOH within 30 days of the effective date of this Decision
the rate of vaccination of the prior year; ' '

LMC shall adopt evidence-based alcohol-abuse-screening during emergency
department visits Screening, Brief Intervention, and Referral to Treatment (SBIRT) for
individuals aged fifteen (15) and over and provide annual reports to RIDOH within 30
days of the effective date of this Decision of the number and types of referrals, generated
as a result of screening;

LMC and RHRI shall provide complete and timely information in response to requests
to RIDOH regarding the RIDOH Statewide Health Invesntory;




25.

26.

27.

LMC shall comply with reporting requirements regarding syndromic surveillance as
outlined in the Rules and Regulations Pertaining to the Reporting of Infectious, Environmental
and Occupational Diseases;

Prime shall file reports with RIDOH on or before March 15t of each calendar year
detailing compliance with these conditions;

Prime shall pay for the costs of RIDOH in performing such monitoring, evaluation and
assessment in an amount to be determined by the Director as he or she may deem
appropriate, which should be placed in escrow for a period of five (5) years;




Addendum 1

Model for Transitions of Care

With respect to the implementation of the provisions regarding EMERGENCY DEPARTMENT VISITS
and subsections a. through e. inclusive thereof, and HOSPITAL ADMISSIONS and subsections a.
through c. thereof, Landmark Medical Center shall at all times seek and obtain patient consultation,
input, and patient consent. Such implementation shall also be executed consistent with applicable
federal and state law and regulations.

1.

a.

EMERGENCY DEPARTMENT VISITS

Patients who have primary healthcare providers: When a patient seeks care from Landmark Medical
Center’s Emergency Department, the Emergency Department shall identify the patient’s primary
healthcare provider, and shall make every reasonable effort to contact the patient’s primary healthcare
provider for a consult before admitting the patient. If the patient is not hospitalized, before discharge, the
Emergency Department shall make an appointment for the patient with the patient’s primary healthcare
provider, to assure appropriate follow-up care. The Emergency Department shall also transmit the
patient’s Emergency Department record or a copy thereof if paper records are used to the patient’s
primary healthcare provider. '

Patients who do not have primary healthcare providers: If the patient does not have a primary
healthcare provider, and the patient is not hospitalized, before discharge from the Emergency

Department, the Emergency Department shall make an appointment for the patient with a suitable
primary healthcare provider within the hospital’s catchment area -- taking into consideration the
patient’s choice, the patient’s ability to access the primary healthcare provider geographically and
financially -- to assure proper follow-up care. The Emergency Department shall also transmit the
patient’s Emergency Department record or a copy thereof if paper records are used to the patient's new
primary healthcare provider. To facilitate these activities, the Emergency Department shall maintain a list
of primary healthcare practices located geographically within the hospital’s catchment area, and a list of
which practices are accepting new patients. The Emergency Department will keep a count of the times in
which an appointment with a suitahle primary healthcare provider cannot be made for a patient who
does not have a primary healthcare provider, and report this count in writing to the Rhode Island
Department of Health {Department of Health) on a quarterly basis.

Documentation: The Emergency Department shall document in the patient’s Emergency Department
record the patient’s primary healthcare provider, all attempts to reach him or her, a summary of consults
with the primary healthcare provider, and specifics of medical appointments made before discharge.
Annually, Landmark Medical Center shall provide the Department of Health with counts of the number of
times patients’ primary healthcare providers were reached before admitting patients to the hospital from
the Emergency Department, and the number of times patients’ primary healthcare providers were not so
reached.

The EMS Innovations Project: Landmark Medical Center will join the Department of Health’s EMS
Innovations Project, to limit preventable emergency department use.

HOSPITAL ADMISSIONS

Patients who have primary healthcare providers: When a patient is admitted to an inpatient unit of
Landmark Medical Center, before discharge, in order to facilitate an optimal transition-of-care from the
inpatient setting to the discharge setting:




e The physician of record shall discuss a patient’s transition-of-care needs regarding discharge from
the hospital with the patient’s primary healthcare provider in person or by telephone. If a primary
healthcare provider is not immediately available to discuss a patient’s transition-of-care needs,
Landmark Medical Center’s physician of record shall use the “Direct” e-mail feature of CurrentCare to
notify the patient’s primary healthcare provider of an impending discharge at least 24 hours prior to
discharge, and to leave the physician of record’s contact information,

» Landmark Medical Center shall provide nurse care managers and,/or community health teams access
to the patient for transitions-of-care planning.

e Landmark Medical Center shall collaborate with nurse care managers and/or community health
teams in the formulation of discharge plans.

¢ Landmark Medical Center shall also after consultation with and the consent of the patient make an
appointment for the patient with the patient’s primary healthcare provider, to assure appropriate
followup care. Landmark Medical Center shall also transmit a summary of the patient’s inpatient
record to the patient’s primary healthcare provider.

h. Patients who do not have primary healthcare providers: When a patient is admitted to-an inpatient
unit of Landmark Medical Center, before discharge, in order to facilitate an optimal transition-of-care
from the inpatient setting to the discharge setting:

¢ Landmark Medical Center shall make an appointment for the patient with a suitable primary
healthcare provider within the hospital’s catchment area -- taking into consideration the
patient’s choice and patient’s ability to access the primary healthcare provider geographically
and financially -~ to assure appropriate follow-up care. Landmark Medical Center shall also
transmit a summary of the patient’s inpatient record or a copy thereof if paper records are used
to the patient’s new primary healthcare provider. To facilitate these activities, Landmark
Medical Center shall maintain a list of primary healthcare practices located geographically
within the hospital's catchment area, and a list of which practices are accepting new patients.
Landmark Medical Center will keep a count of the times in which an appointment with a
suitable primary healthcare provider cannot be made for a patient who does not have a primary
healthcare provider, and report this count in writing to the Department of Health on a quarterly
basis.

¢. Documentation: Landmark Medical Center shall document in the patient’s inpatient record the
patient’s primary healthcare provider, specifics of pre-discharge transition-of-care consultations and
collaborative discharge planning, and specifics of medical appointments made before discharge.
Annually, Landmark Medical Center shall provide the Department of Health with counts of the number
of times patients’ primary healthcare providers were reached for discussion before inpatient discharge,
and the number of times patients’ primary healthcare providers were not so reached.
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DEPARTMENT OF ATTORNEY GENERAL
150 South Main Street » Providence, RY (02903
(401) 274-4400 - TDD (401) 453-0410

Peter F, Kilmartin, Attorney General

November 14, 2017

Via Electronic and Regular Muil

Michael Dexter, Chief

Center for Health Systems Policy and Regulations
Rbode Island Department of Health

Three Capitol Hill

Providence, R1 02908

 Re: Landmark Medical Center and the Rehsbilitation Hospitel of

Rhode Island (the “Hospitals”)
Dear Mr. Dexter:

Thank you for your letter dated November 7, 2017 rogarding the Change in Effective
Control (“CBC™) applications of the Hospitals, currently pending before the Health Services
Council (“HSC”). Regarding the transfer of the Hospitals to the nonprofit Prime Healthcare
Foundation, Tnc. (the “Foundation™), the Department of Attorney General has reached certain
agreements with the Foundation and Prime Healtheare Services, Inc. (“PHST”, and collectively,
“Prime™), that will be further discussed herein.

First, following the Superior Court filing of the Petition of the Atiorney General to
Enforce its Hospital Conversions Act Decision and the Asset Purchase Agreement, PHSI and the
Attorney General agreed to a Consent Order dated Maxch 24, 2017, Therein PHSI agreed that
following CEC approval, and the donation of the Hospitals to the Foundation, the five-year
commitments previously made in the Asset Purchase Agresment with the Court-Appointed
Special Master (the “APA”) and the five-year conditions within the Attorney General’s Hospital
Conversions Act Decision (the “Decision™), would transfer to the Foundation. Since the transfer
of the Hospitals to the Foundation has occurred without CEC approval, the Consent Judgment
must be amended to account for responsibility for compliance with those obligations sinee
December 31, 2016,




Michael Dexter, Chief

Center for Health Systems Policy and Regulations
Rhode Istend Department of Health

November 14, 2017

Page Two

Tn addition, Prime has agreed to extend the Retainer Agreement with the Attorney
General’s monitoring expert, Affiliated Monitors, Inc. (the “Monitors”) for an additional two (2)
years through January 1, 2019, Accordingly, Prime will continue to report to the Monitors on
applicable Decision conditions, and the Monitors will produce reports on compliance for an
additional two (2) yeats, for a total monitoring period of five (5) years. Under this arrangement,
Prime will continue o pay monitoring costs. .

Conceming charitable assets of the now nonprofit Hospitals, Prime has consented to
annual reporting, at a minimum, on any charitable assets, and disbursement of such assets, at
Landmark. Prime has represented to the Attomey General that Landmark does not maintajn
charitable assets and has not received charitable contributions since December 31, 2016,
Additionally, in response to CEC questions, Prime has said that the Foundation does not
fandraise and does not contemplate a charitable giving program in Rhode Island. However,
annual monitoring would enable the Attorney General to be informed if the Foundation changes
its position on fundraising oz receives contributions for the benefit of Landmatk,

Finally, to confirm their commitment to the Hospitals, Prime has agreed to continug to
operate Landmark Medical Center as an acute care facility with an open and acoessible
emergency room for an additional five (5) years following CEC approval, The eriginal five (5)
years required by the APA will expire on December 31, 2018, so their rencwed commitment

-extends that five (5) years from the date of CEC approval. Recognizing concemns about
.dissolution as expressed in your November 7® letter, the Council may want to consider this

commitment as a condition of approval,

Regerds,

Katie Enright
Assistant Attorney General

KE/dm
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I. SYNOPSIS

The Health Services Council recommends that the applications of Prime Healthcare Foundation,
Inc.; Prime Healthcare Services—Landmark, LLC; and Prime Healthcare Management II, Inc.
for the Change in Effective Control of Landmark Medical Center, an acute cate hospital located
at 115 Cass Avenue in Woonsocket; and Rehabilitation Hospital of Rhode Island, a rehabilitation
hospital center located at 116 Eddie Dowling Highway in North Smithfield, be approved.

II. PROPOSAL DESCRIPTION

Prime Healthcare Services—I.andmark, LLC (“Prime—Landmark™), a Delaware limited liability
company, currently owns and operates Landmark Medical Center (“LMC”), an acufe care hospital
located in Woonsocket, and Rehabilitation Hospital of Rhode Island (“RHRI”), a rehabilitation hospital
center located in North Smithfield (LMC and RHRI are collectively referred to as the “Hospitals™).
Prime-Landmark’s cutrent parent is Prime Healthcare Services, Inc. (“PHSI”), a California business
corporation. PHSI, through Prime-Landmark, acquired LMC and RHRI on December 31, 2013 as
approved by the Rhode Island Department of Health and the Rhode Island Attorney General.

The purpose of the applications is for PHSI to donate Prime-Landmark to Prime Healthcare Foundation,
Inc. (the “Foundation™), a Delaware non-stock charitable corporation through the December 31, 2016
Membership Inferest Transfer, Donation and Conveyance Agreement between Prime Healthcare
Services and Prime Foundation (“Donation Agreement”). The Foundation through its subsidiaries
operates thirteen (13) nonprofit hospitals. Prime-Landmark will become a subsidiary of the Foundation
and will continue to own and operate two Hospitals. As a result of the donation, Prime-Landmark will
become a charitable entity and, thus, LMC and RIRT will change from for-profit to not-for-profit
entities.

Pre-donation and Post-donation organizational charts depicting the ownership of the Hospitals are
attached.

Pursuant to RIGL §23-17.14-5 and §23-17.14-12 “Review process by department of health for
conversions involving for-profit hospital as the acquiree”, any Hospital Conversion involving a for-
profit hospital as the acquiree and a not-for-profit corporation as the acquiror shall be reviewed by the
Department of Health in accordance with the provisions for Change of Effective Control (RIGL §23-

17-14.3 and §23-17-14.4).

Prime Healthcare Management 11, Inc. (“Prime Management II”), a California corporation, will provide
certain centralized services, including legal, risk management, clinical operations support, human
resources, purchasing, public relations, finance and accounting to the Hospitals. The Reddy Family
Trust is fhe sole shareholder of Prime Healthcare Management IL. (Prime — [andmark, Foundation, and
Prime Management II are collectively referred to as the “applicant™.}

The applicant has stated the proposed donation will have no effect on the Hospifals® operations and
Prime-Landmark will operate the Hospitals and continue to offer a1l services that are currently provided.

As state above, the proposed transaction is a donation. Pursuant to the Donation Agreement there is no
financing or capital cost associated with the donation of the Hospitals to the Foundation.




11 INTRODUCTION

Pursuant to the requirements of Chapter 23-17 of the General Laws of Rhode Island entitled
"Licensing of Health Cate Facilities," the applicant filed applications for the changes in effective
control of the subject-licensed facilities. This request is made because the statute requires that the
Department of Health shall review all proposed conversions involving a for-profit hospital as the
acquiree and cither a for-profit corporation or a pot-for-profit hospital or corporation as the accquiror
in accordance with the provisions for change of effective control. Furthermore, the statute requires
that any proposed change in owner, operator or Jessce of a licensed health care facility be reviewed
by the Health Services Council and approved by the state-licensing agency prior to implementation.

Staff reviewed the applications, found them to be acceptable in form, and netified the applicant and
the general public by a notice on the Department’s website and e-mail that the reviews would
commence on April 15, 2017, The notice also advised that all persons wishing to comment on the
applications submit their comments 1o the state agency by May 15, 2017, when practicable.

Written comment was received from Senator Roger A. Picard of Woonsocket, Cumberland (District
20) in a letter dated May 11, 2017, requesting if the applications are approved to place a condition:
that requires LMC fo keep its tax obligation fo the City of Woonsocket, Senator Picard asked that
the proposal’s impacts on Woonsocket residents’ physical and mental health that would result from
the loss of city revenue be considered in the decision.

Written. comment was received from Deborah Garneau, Maternal and Child Health Director at
Rhode Island Department of Health, in a lefter dated May 15, 2017. Ms. Garneau strongly
encouraged LMC to pursue a Baby Friendly certification and noted that LMC is the only birthing
hospital in the state that has not been certified.

The Health Services Coﬁncil met on May 16,2017, October 31, 2017, and November 14, 2017 to

review this proposals with the applicant in attendance at the meeting, At the November 14, 2017

meeting, the Health Services Council voted seven in favor and none opposed (7-0) to recormmend that
the applications be approved subject to the standard conditions of approval and to those conditions
outlined in the Attorney General’s letter of November 14, 2017, to be incorporated by reference and
be made part of the Council’s decision of approval, the referenced letter is attached.

IV. FINDINGS
Section 23-17-14.3 of the licensing statute requites the Health Services Council to consider specific
review criteria in formulating a recommendation for a change in effective control. The Council's

comments and findings on each of the criteria follow:

A. The character, competence, commitment, and standing in the community of the
proposed owners, operators or directors of the health care facility.

According to the applicant, there will be no changes in clinical operations, staffing, or changes
in contracts at the Hospitals due to the proposed donation.

The applicant stated both Hospitals have received full accreditation from the Joint Commission.




Prior to the Hospitals ownership by PHSL the Hospitals spent five years under Special
Mastership. PHSI has operated the Hospitals since January 1, 2014 According to the
applicant, since PHSI took over operations of the Hospitals:

- $4.5 million investment in primary care

-~ By the end of 5 years, committed to investing $45 million in equipment and infrastructure

(The applicant stated the capital expense from Janvary 1, 2014 to December 31, 2016 is
$27 million. The Attormey General recognizes 518 million for this period because the AG
counts only actual cash spent, not the amounts committed on capital leases. The applicant
stated it anticipates a large IT capital expense n 2017 due to the implementation of EPIC
and Physician recruitment spending is on track for the $4.5 million commitment)

. Midwifery — Pulmonary — Ortho - OBGYN

- TIncrease births from 10 to 40 per month

- Wound Care Center

- Cancer Center

- DaVinci Surgical robot

- TnMotion Instant Arm robot (stroke rehab)

- Plans for Level Il Trauma Center

- Numererous infrastructure/related improvements

According to the applicant, LMC received an A rating from Leapfrog Hospital Safety Grade
for Fall 2017, which was announced October 31,2017

A donation timeline provided by the applicant indicated $75 million in donations from 2005

to 2016 by the Foundation. This included, )

- $40 million to establish California University of Science and Medicine —a non-profit
medical school

- $5 million for medical equipment for Aftica and Armenia

- $5 million for scholarships and new health sciences buildings at Victor Valley

- Commmunity College

. $450,000 to establish The Lodge at Lenape Valley F oundation in Bucks County, PA -
crisis services for behavioral health patients

Memos received from the Center for Health Facilities Regulation of the Rhode Island
Department of Health stated RHRI had no deficiencies and no enforcement actions in past
three (3) years.

The CHFR Memo additionally stated, on March 23, 2015 a State complaint investigation
survey was conducted and on December 9, 2016 a modified annual state licensure survey
and a new complaint investigation survey were conducted at LMC. State deficiencies were
cited related to restraints, lack of a safe patient handling program, not sighing and dating
MD orders (this was recited), not following plan of care, lack of multilingual notification,
infection control and not completed discharge forms. LMC’s Jast complaint survey on April
19, 2017 revealed no deficiencies, There ar¢ no enforcement actions against LMC in the
past three (3) years.

The applicant has stated there has been no convictions and/or criminal offenses, and has
identified all citations, violations, investigations, and civil proceedings. Additionally, the




applicant stated there is a pending Department of Justice prosecution against the applicant
as described below.

Expert Review

RIDOH engaged an expert with Krokidas & Bluestein LLP to conducl a legal review on the
impacts this transaction may have on the Hospitals. At the October 31% meeting of the Health
Services Council, the expert presented her analysis and findings based on the materiais
provided by the applicant through June 2017. The expert stated based on the information

available, the proposed transaction appeats o have a neutral/ positive impact on the Hospitals’

operations. During her presentation, the expert indicated that she still had several unanswered
questions on the {ransaction. At this meeting, the Health Services Council requested that
answers to the expert’s unanswered questions be addressed by the applicant prior to taking
any further action. '

A set of supplemental questions dated November 3, 2017 were sent 1o the applicant in order
to address the unanswered questions. Based upon the November 9, 2017 responses to the
supplemental questions by the applicant, the expert provided a second presentation to the
Health Services Council af the meeting of November 14, 2017. At this meeting, she noted that
the applicant did not or did not fully answer some of the questions and some of the responses
created conflicts with prior information provided by the applicant. At this meeting, the expert
again stated that the proposed transaction appeats 10 have a neutral/positive impact on the
Hospitals’ operations with the provisos and assumptions of any new or remaining unknown
undocumented or unclear information and the exception for unknown and/or unquantifiable
risks to the Foundation.

The expert’s reports from the October 31, 2017 and the November 14, 2017 meetings are
attached.

RIDOH Consent Agreement

On October 30, 2017, RIDOH entered into a Consent Agreement with Prime — Landmark, the
Foundation, and PHSI, because the applicant had transferred the Hospitals to the Foundation
on December 31, 2017, prior to review and approval by RIDOH and in violation of RIGL 23~
17.14 and RIGL. 23-17.

Through the Consent Agreement, the applicant agreed o pay 2 fine in the amount of §1
million. OFf this amount, $500,000 to be paid to the Rhode Island General Treasurer and
$500,000 to be paid to the City of Woonsocket to be used for one or more public health
purposes to benefit the residents of Woonsocket (and the surrounding area) in a manner
consistent with one or more of RIDOH’s and the State’s priotities, i.¢. addressing social and
environmental determinants of health, eliminating health disparities, and ensuring health care
access to vulnerable populations.

The October 30, 2017 Consent Agreement is attached.




City of Woonsocket

According fo the applicant, the Woonsocket community is economically disadvantaged, with
the median income below the state average and an unemployment rate higher than the state
average. The applicant noted LMC has z positive impact on the community, allowing those in
the area to receive quality healthcare locally.

Representatives of the City of Woonsocket spoke in opposition to the proposal at the May 16,
2017, the October 31, 2017, and the November 14, 2017 meetings of the Health Services
Council due to the approximately $1.7 million annual loss in property taxes that would result
from LMC converting from a for-profit to nonprofit hospital.

At the October 31, 2017 meeting, Lisa Baldelli-Hunt, Woonsocket Mayor stated “7 think
that it is important to remember that the taxation that would be lost from this particular
hospital going info nonprofit status is very detrimental to the residents of the City of
Woonsocket”. Mayor Baldelli-Hunt also stated, “J think it is very disingerious on his part
and on the part of the hospital to lead us fo believe that they would be doing something for
the State of Rhode Island, something for the City of Woonsocket in moving this to a
nonprofit, into a profit status and 36 months later having a change of heart. And I know
My. Souza refers to the benefits that come along with being a nonprofit hospital. They were
well aware of that when they maoved forward with this acquisition. So, all the issues that
they present as to why it is so important and it's 50, you fmow, dire that they become a
nonprofit, those are all areas that they were very well aware of prior to coming 10 us and
asking us to accept them as the buyer and to move forward in a profif status. So, this is not
g revelation that has occurred in the last 36 months. So, they were aware of it. They were
aware of i then. They are aware of it now. They baited us then and now they are
switching.”

John DeSimone, Esq., Soficitot, City of Woonsocket, added to the Mayor’s comments
stating “what I found somewhat disingemious is the reference since the last meeting, which
I think was May of this year, Landmark said that they met with us, and you know, in an
attempt - I think one of the members here asked if you tried to meef with the City. I can
tell you I was at that meeting. Ir was not constructive. There was no offers made.” M.
DeSjmone also brought forth concerns regarding the applicant’s character as it relates to
the October 30™ Consent Agreement between the applicant and RIDOH.

In the applicants November 9, 2017 response to the supplemental questions, the applicant
stated: Dr. Reddy did not engage in a “hait and switch”. Five years ago, Dr. Reddy
promised to save the RI Hospitals and he did. PHSI, Prime Healthcare's for-profit parent,

acquired the RI Hospitals because 1, rather than Prime Foundation, had the capital fo
invest. _

At the November 14" Health Services Council meeting the applicant stated, “Mike [Souza]
has tried to explain how much we really do want to work with the City of Woonsocket. We
have been very, very supportive over the past four years, and we have tried to negotiate
with the Mayor to come up with some kind of a reasonable payment. What we think is -— it
is just the discussions aren't productive because, at this Hime, the Mayor just wasn't willing,
until the application is appraved, she is just not willing fo compromise.”
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In regard to the current property taxes paid by the applicant, at the November 14™ meeting
Mayor Badelli-Hunt stated “/ believe we siated the last time that they were current with thelr
taxes.”

Department of Justice Prosecution

At the October 315 meeting, Mr. DeSimone, City of Woonsocket City Solicitor, referenced the
Department of Justice Case and stated: “7 would refer you to the United States District Court
for the Central District of California, Western Division, that court case, which is
CV1108214PJW. It's the Department of Justice case against Prime. And actuadly, in the
summary of the action, it pretty miuch spells out what [ think they are doing here. Their business
model is to buy distressed hospitals and make them profitable, which is good, but defendonts
engaged in a systematic practice of maximizing revenues by, among other things, inducing
physicians who work at Prime hospitals to increase the number of inpatient care admissions of
Medicare beneficiaries who visit the emergency department at a Prime hospital without regard

to whether an in-patient admission is medically necessary. The reason why you do that is when

you get someone fo get into that type of care you get four times the reimbursement. So, the
United States Department of Justice filed this complaint against them and like 13 of their
hospitals. Some of them are nonprofits.”

The applicant stated there is currently a pending case in the US District Court for the Central
District of California. The United States alleges various Prime Healthcare hospitals in
California improperly admitted Medicare patients rather than providing outpatient care in an
observation setting. Separately, there are aliegations that the same Prime Healthcate hospitals
in California improperly up-coded Medicare claims in an effort to boost reimbursement, Prime
Healthcare denies allegations and is vigorously defending the case. The case is currently in the
discovery phase with a trial date set for November 26, 2018.

Additional Public Comments

At the October 31% and November 14" Health Services Council meetings, public comment
in opposition to the applications was made by Elizbeth Ward, member of the general
public. Ms. Ward referenced the DOJ case pending against the applicant and other concerns
she had regarding the applicant’s character. Ms. Ward further addressed concerns regarding
the applicant’s character as it relates to the Consent Agreement entered into between the
applicant and RIDOIL

Findings of the Council

At the November 14" meeting, the Council voted seven in favor and none opposed to
recommend approval of the applications. A member of the Council stated, “I think if we
look at, vou know, the overall bottom line impact of the outside evaluation, it does positively
impact the hospital's condition with regard to other, you know, obviously, financially,
which is quite challenging in today's environment for hospitals, so I move approval.”

A second member of the Council stated, “I'm going fo vote yes, but I'm just going fo say
I'm doing it based on applying a iotality of the evidence, so our requisite review criteria.

6
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There was a lot here from both sides and from the public, and I think, if we look af the four
corners of what our requisite review criteria is, regardless of how we feel, legally, 1 think
we are bound and I vote on it.”

Finding: The Council finds that the applicant satisfies this criterion at the time, place
and circunstances as proposed.

. The extent to which the facility will provide, without material effect on its viability, safe

and adequate treatment for those individuals receiving the facility’s services.

According to the applicant, the Hospitals’ names and operations will not change as a result of
the shifi to non-profit status. This transaction is a donation. There is no financing or capital
cost associated with the donation of LMC and RHRI to the Foundation,

According to the applicant they will have access to ample funds for capital and operating
needs. Because of the centralized services that will be offered by Prime Healthcare
Management T1, it will have a great economic.and operational benefit. Also, the applicant
will be able to save costs because of the leveraged purchasing power of Prime Healthcare.

The following revenues and expenses were recorded at the Hospitals for FY 2014, 2015,
2016 and 2017:

Landmark Medical Center
FY 2014 FY 2015 FY 2016 FY 2017 Projected
Total Revenues $117,161,722 ; $122,882,888 | $121,928,441 $125,684,439
Total Expenses $112,302,296 | $124,224,083 | $122,216,264 $123,562,558
Operating Profit $4,859,426 $(1,341,195) $(287,823) $2,121,881
Rehabilitation Hospital of Rhode Island
FY 2014 FY 2015 FY 2016 FY 2017
Projected
Total Revenues $8,605,781 $9,712,547 $8,749,869 $9,290,907
Total Expenses $9,247.579 $9,334,254 $9,487,881 $9,292,685
Operating $(581,798) $378,693 $(738,013) $(1,778)
Profit '

According to the applicant, the Prime Healthcare System does not have any formal budgets,
whether operating or capital. It makes financial decisions as decisions are required. Expenses
are managed through a daily dashboard that displays information including: census, FTE’s
per occupied bed, length of stay, and Emergency Room visits among other metrics. According
to the applicant, CMS has no issues with Prime Healthcare’s budgeting and strategic planning
process shared with local management (board) and Manger review daily operations (statistics,
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revenues, expenses) on a daily, monthly and annual basis through the use of dashboards (“a
living budget™ to include current month, previous month and same month last year, along
with trend reports to see each month over a long period of time.

The applicant further stated, if the applications are approved, Prime — Landmark, will use the
Decembet 31, 2016 effective date. If CMS inquires about this date, Prime ~ Landmark stated
it will explain that it delayed notice, pending approval from RIDOH. Prime - Landmark
further stated it will file 2 Change in Information, notifying Medicare of the change in
membership of Prime -- Landmark. Prime ~ Landmark will provide similar notice to the State.

According to the applicant, on a consolidated basis, ILMC and RHRI are taking steps to
increase productivity at new practices. The avi ilability of the Loan Repayment Program for
nonprofits allows eligible professionals, including doctors, nurse-midwives, nurse
practitioners, nurses and pharmacists, among others, to participate in the program. To qualify,
the professional has to work in a public or non-profit health care facility located in a Health
Provider Shortage Area (HPSA) on an oufpatient basis. Woonsocket is a HPSA for dental
care, primary care and mental health. TMC clinicians may be the beneficiaries of the program,
1o repay professional school loans in exchange for up to six (6) years of outpatient care ina
HPSA. The applicant stated possible recruits will allow Landmark to make better choices
about the physicians that it engages.

The applicant stated participation in the 340(b) drug discount program could produce savings
of about $890,000 annually. However at the November 14® meeting the expert noted “J do
want fo note that one of the main items that they have pointed fo are the 340 -- the additional
revenues that would come from the 340(b) program in terms of pharmacy discounts. That is
really under attack right now in Washington. So, there's a possibility that the 340(b), the
benefits that are being expected will be greatly diminished.”

Finding: The Council finds that the applicants satisfy this criterion at the time, place
and circumstances as proposed.

. The extent to which the facility will provide safe and adequate treatment for ndividuals
receiving the health care facility's services.

See (A) above.

' Finding: The Council finds that the applicant satisfies this criterion at the time, place
and circumstances as proposed.




D. The extent to which the facility will provide appropriate access to traditionally
under-served populations.

The following payor mix were recorded at the Hospitals for FY 2014, 2015, 2016 and 2017:

Eandmark Medical Center
2014 | 2015 2016 2017
Medicare 50% | 51% | 50% | 51%
Medicaid 3% | 23% | 24% | 22%
Biue Cross 11% | 11% | 11% | 11%
Commercial 4% | 4% | 5% | 4%
HMO®s 2% | 2% | 2% | 2%
: » Self-Pay 2% | 2% | 3% | 3%
Other: 8% | 1% | 5% | 7%
Total 100% [100% |L00%| 100% |
Rehabilitation Hospital of Rhode Island
' 2014 | 2015 [2016] 2017
Medicare 60% | 54% |53%| 58%
| Medicaid 13% | 14% | 15% | 13%
- Blue Cross 11% | 13% |13% | 12%
[ Commercial 4% 1 3% | 5% | 4%
| MO’s 1% | 2% | 2% | 2%
Self-Pay 0% | 0% | 0% | 0%
Other 11% | 14% |12%| 11%
Total 100% | 100% [100%) 100% |

According to the applicant, they are committed to supporting underserved populations and,
since PHSI acquired LMC, that tradition remains unchanged. They do not discriminate on
the basis of a patient’s ability to pay.

According to the applicant, the Foundation and PHS] Hospitals have contributed $4.6 Billion
in free care from 2010 through December 2016. The applicant stated LMC provided charity
care from 2013 to October 2016 as follows:

Charity Care at LMC
2013 $4,618,643
2014 $2,251.000
2015 $1,840,228
2016 $2,139,000 |

The applicant plans to continue using their charity care policies already in place.




Finding: The Council finds that, based on the evidence presented and representations
made by the applicant, the applicant satisfies this criterion at the time, place and
circumstances as proposed.

V. RECOMMENDATION

After considering each of the review criteria as required by statute and the representations made
by the applicant, the Heaith Services Council recommends that this request for the changes in
effective control be approved.

Approval and implementation of the applications will result in the termination of the existing
hospital license to Landmark Medical Center and the existing rehabilitation hospital center license
1o Rehabilitation Hospital of Rhode Island and the issuance of a new hospital license to Landmark
Medical Center and a new rehabilitation hospital center license to Rehabilitation Hospital of Rhode
Island with the Foundation as the sole member of Prime Healthcare Services — Landmark, LLC.

VL CONDITIONS OF APPROVAL

The Couneil recommends that approval of the instant applications shall be subject to the following
conditions: : '

[a—

that the applications be implemented as approved;

2. that the applicant shall abide by those conditions outlined in the Attorney General’s letter
of November 14, 2017, to be incorporated by reference and be made part of the Council’s
decision of approval (the referenced lefter is attached);

3, that the applicant shall comply with those previous Conditions of Approval as contained
in the February 17, 2014 Amended Decision With Conditions;

4. ihat the faciliies maintain an accreditation from a natibnally recognized accrediting
agency within two years of licensure;

S. that the applicant shall conduet national background checks on its employees; and

6. that data, including but not limited to, finances, utilization and demographic patient
information, be furnished to the state agency, upon request.
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State of Bhove Fgland ant Probidence Plantations

DEPARTMENT OF ATTORNEY GENERAL
150 South Main Street » Providence, RI 02903
(401) 274-4400 - TDD (401) 453-0410

Peter F. Kilmartin, Attorney General

November 14, 2017

Via Electronic and Regular Mail

Michael Dexter, Chief

Center for Health Systems Policy and Regulations
Rhode Island Department of Health

Three Capitol 1Till

Providence, RI 02908

Re: Landmark Medical Center and the Rehabilitation Hospitel of
Rhode Isiand (the “Hospitals”)

Dear Mr, Dexter:

Thank you for your letter dated November 7, 2017 regarding the Change in Effective
Control (“CEC”) applications of the Hospitals, currently pending before the Health Scrvices
Couneil (“HSC”). Regarding the transfer of the Hospitals to the nonprofit Prime Healthcare
Foundation, Inc. (the “Foundation™), the Department of Atforney General has reached certain
agreements with the Foundation and Prime Healtheare Services, Ine. (“PHSI”, and collectively,
“Prime™), that will be further discussed herein.

First, following the Superior Court filing of the Petition of the Attorney General to
Fnforce its Hospital Conversions Aet Decision and the Asset Parchase Agreement, PHSI and the
Attorney General agreed to a Consent Order dated March 24, 2017, Therein PIIS] agreed that
following CEC approval, and the donation of the Hospitals to the Foundation, the five-year
commitments previously made in the Asset Purchase Agreement with the Court-Appointed
Special Master (the “APA”) and the five-year conditions within the Attorney General’s Hospital
Conversions Act Decision (the “Decision”), would transfer o the Foundation. Since the transfer
of the Hospitals to the Foundation has occurred without CEC approval, the Consent Judgment
must be amended to account for responsibility for compliance with those obligations since
December 31, 2016,




Michael Dexter, Chief

Center for Health Systems Policy and Regulations
Rhode Island Department of Health

November 14, 2017

Page Two

Tn addition, Prime has agreed to extend the Retainer Agreement with the Attorney
General’s monitoring expert, Affiliated Monitors, Inc. (the “Monitors™) for an additional two (2)
years through January 1, 2019, Accordingly, Prime will continue to report to the Monitors on
applicable Decision conditions, and the Monitors will produce repotts on compliance for an
additional two (2) years, for a total monitoring period of five (5) years. Under this arrangement,

Prime will continue o pay monitoring costs. :

Concerning charitable assets of the now nonprofit Hospitals, Prime has consented to
annual reporting, at a minimum, on any charitable assets, and disbursement of such asscts, at
Landmark. Prime has represented to the Attorney General that Landmark does not maintain
charitable assets and has not received chatitable contributions since December 31, 2016,
Additionally, in response to CEC questions, Prime has said that the Foundation does not
fundraise and does not conternplate a charitable giving program in Rhode Island. However,
annual monitoring would enable the Attomey General to be informed if the Foundation changes
jts position on fundraising or receives contributions for the benefit of Landmatk.

Finally, to confirm their commitment to the Hospitals, Prime has agreed to continue to
operate Landmark Medical Center as an acute care facility with an open and accessible
emergency room for an additional five (5} years following CEC approval. The eriginal five (5)
years required by the APA will expire on December 3 1, 2018, so their renewed commitment

-extends that five (5) years from the date of CEC approvel. Recognizing concetns about
dissolution as expressed in your November 7™ lotter, the Council may want to consider this
commitment as a condition of approval,

Regards,

Katic Enright
Assistant Attorney General

KE/dm
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November 7, 2017

Kathiyn Entight, Esqg.

Asgistant Attorney General
Department of Attomey General
15¢ South Main Street
Providence, RI 02903

Dear Attorney Enight,

As you are aware, Prime Healtheare Services, Tne. (“Prime”) appeared before the Health Services
Council on Tuesday, October 31, 2017 to present their hospital conversions applications for the
Changes in Effective Control of Landmark Misdicat Center and the Rehabilitation Hospital of
Rhode Island {collectively; the “Hospitals™). The request is for Pritneto receive formal approval
from the Rhode Island Department of Health (“RIDOH") to donate the Hospitals to Prime
Healfheare Foundation, Inc. (the “Foundation™), thus converting the Hospitals from forprofit to
not-for-profit entities.

During this meeting, an expert engaged by RIDOH delivered a presenitation on the possible ifipacts
of the propesed donation, The expert’s ptesentation indicated that upon dissolution, the Hospitals’
assets will go 1o the Foundation and that donatjions made to the Hespitals are treated as if made to
a tranch or division of the Foundation. Based n part on these findings of the expett, members of
Health Services Council had questions regarding the possible effects this transfer may have on the
Hospitals; including:

1. Should the application be approved, if there is dissolution under the Foundation where do
the assets go? How iz the Rhode Island Attorney Geperal involved, if at all?

2. Isit appropriate and/or permissible for donations made to the Hospitals to be swept up into
the Foundation?

At this pofat, Prime is schedufed to appear again before the Health Services Council.on November
14, 2017,

Tf you have any questions please contact (401) 222-2788.
Sincerely,

phided £ et

Michael K. Dexter
Chief
Center for Health Systems Poliey and Regulations

"State of Rhode island and Providence Plantations,




STATE OF RHODE ISLAND
DEPARTMENT OF HEALTH

CONSENT AGREEMENT

WHEREAS, this matter is before the Rhode Island Department of Health (“RIDOH™),
pursuant to the authority conferred upon the Ditector of Health (the “Director™) under the provisions
of R.I. General Laws § 23-17 and § 23-17,14, R23-17.14-HCA, the Rules and Regulations Pertaining
to Hospital Conversions (“HCA Regulations”), R23-17-HOSP, the Rules and Regulations for
Licensing of Hospitals, and R23-17-REHAB, the Rules and Regulations for Licensing of
Rehabilitation Hospital Centers; and

WHEREAS, Section 1.10 of the JICA Regulations defines a Conversion as “any teansfer by
a person or persons of an ownership or membexship interest or authority in a hospital, or the asssts
thereof, whether by purchase, merger, consolidation, lease, gift, joint venture, sale, or other
disposition which results in g change of ownership or control or possession of t\#enty pei‘cent {20%)
or greater of the members o1 voting rights or interests of the hospital or of the assets of the hospital
or pursuant to which, by virtue of such transfer, a person, together with all persons affiliated with
such person, holds or owns, in the aggregate, twenty percent (20%) or greater of the membership or
voting rights or interests of thé hospital or of the assets of the hospital, or the removal, addition or
subs‘gimtion of a partner which results in a new partner gaining or acquiring a controlling interest in
the hospital, or any change in membership which results in a néw petson gaining or acquiring a
controlling vots in the hospital”; and |

WHEREAS, pursuant to RIGL § 23-17.14-5 and Section 2.0 of the HCA Regulations, any-
hospital conversion shall require prior review and approval from RIDOH in accordance with the
provisions of Chapter 23-17.14 §f the Rhode Island General Laws, as amended, and the HCA

Repulations; and




WHEREAS, pursuant fo Section 6.1 Review of Other Conversions of the HCA Regulations,

RIDOH shalt review ail proposed conversions involving a for-profit hospital as the acquiree and a
not-for-profit cotporation as the a;cquiror it accordance with the proviéions for change of effective
control pursuant to sections 23-17-14.3 and 23-17-14.4 of the Rhode Island General Laws, as
amended; and

WHEREAS, putsuant to RIGL § 23-17-6, a license issued under the provisions of this section
shall be the property of the state and loaned to the licensee and each license shall be issued only for
the premises and persons named in the application, and shall not be transferable or assignable except
with the written approval of the licensing agency; and |

WHEREAS, pursuant to RIGL § 23-17-6, any change in owner, operator, or lessee of 2
licensed health care facility, shall tequire prior review by the Health Services Council and approval
of the licensing agency as a condition precedent to the transfer, agsigniment, of issuance of a new
license; and

WHERFAS, pursuant to RIGL § 23-17-14.3, in conducting reviews of the application for a
Hcense in the case of a proposed change in the owner, operator, Or lessee of any licensed health care
facility, the Health Services Council shall specifically consider:

(1) The character, commitment, competence, and standing in the community of the proposed
owners, operators, or directors of the heatth care Tacility;

{2) In cases of initial licensute or of proposed change in owner, operator, or lessee, the extent
to which the facility will provide or will continae to provide, without material effect on its viability
at the time of initia] licensure or of change of owner, operaior, ot lessee, safe and adequate treatment

for individuals receiving the health care facility's services;




(3) The extent to which the facility will provide or will continue to provide safe and adequate

treatment for individuals receiving the health care faciliiy's services; and

(4) The extent to which the facility wili provide or will continue to provide approptiate 8c0ess
with respect to traditionally underserved populations and in consideration of the proposed
continuation or termination of health care services by the health care facility; and

WHEREAS, pursuant fo RIGL § 23-17.14-30, if any person Imowingly violates or fails to
comply with any provision of the Hospital Conversion Act or willingly or knowingly gives false or
incorvect information:

(1) The director or attorney general may, aftct notice and opportunity for a prompt and fair
heating to the applicant or licensee, deny, suspend, or revoke a license, or i lien of suépension or
revocation of the license, may order the licensee to admit no additional persons to the facliity, to
provide health services to no additional pérsons through the facility, or to take cotrective action
necessary to secute compliance under this chapter; or

(2) The superior court, after notice and opportunity for a prompt and fair hearing, may impose
a fine of riot more than one miltion dollars ($1,000,000) ot impose a prison term of not more than five
(5) years; and |

WHEREAS, pursuant to RIGL § 23-17-17, any person establishing, conducting, managing,
or operating any health cave facility without a license shall be fined not more than five thousand
($5,000) or imprisoned not more than one ysar or both, in the discretion of the court, for each offense,
which RIDOH’s approved p;'actice is to consider each day as an offense; and

WHEREAS, Prime Healthcare Services — Landmark, LLC (“Prime-Landmaerk”), a Delaware
limited liability company, is the sole owner and operator of Landmark Medical Center (“LMC™), an

acute care hospital located at 115 Cass Avenue in Woonsocket with a Hospital License granted by




RIDOH, HOSOOIS and Rehabilitation Hospital of Rhode Istand (“RHRI"), a rehabilitation hospital
conter located at 116 Bddie Dowling Highway, North Smithficld, with a Rehabilitation Hospital
Center License granted by RIDOH, RHC02103 (“collectively, the “Hospitals™); and

WHEREAS, Prime Healtheare Foundation, Inc. (“Prime Foundation™) is a Delaware non-
stock charitable corporation; e.md

WHEREAS, Prime Healthcare Management I, Inc. {“Prime Managcment I} is a California
. corporation and a who]ljl owned subsidiary of The Reddy Family Trust; and

WHEREAS, Prime Healthcare Services, Inc. (“Prime Healthcare Services”) is a California
business cotporation and & wholly owned subsidiary of Prime Healthcare Holdings, Inc., itself 8
subsidiaty of KASP Trust No. 1, KASP Trust No. 2, and KASP Trust No. 3, each with 1/3 ownership
interest respectively; and

WHEREAS, On December 31, 2016, Prime Foundation, Prime Management IL, Prime-
Landmark, and Prime Healthcare Services (collectively referted to as “Prime™), submitted the
Applications to RIDOH for processing as Change in Effective Control applications, as required under
“the Hospital Conversion Act and HCA Regulationsv(“P ending Applications”); and

WHEREAS, the purpose of the Pending Applications is for Prime ﬁealthcm‘c Services to
seck approval from RIDOH to donate Pritme-Landmark to Prime Foundation, and thus, Prime-
Landmark would change from a for-profit entity to a subsidiaty of Prime Foundation and a charitable
entity (the *Transaction”) through the Membership Interest Transfer, Doenation and Conveyance
Agreement between Prime Healthcare Services and Prime Foundation on December 31, 2016

(*Agreement™); and



WHEREAS, on Janvary 3, 2017, RIDOH reguested and, on January 5, 2017, Prime provided

confirmation that the Transaction had not yet taken place and represented a “possible retroactive
transaction” for IRS tax purposes dependent upon RIDOH approval; and
WHEREAS, on Febtuary 14, 2017, RIDOH issued written deficiencies in respect to the initial
submission of the Pending Applications and on March 17, 2017 Prime replied to the deficiencies with
a resubmission of the Pending Applications; and |
WHEREAS, on March 28, 2017, in response to the March. |7, 2017 resubmission, RIDOH
is;uec! a second set of Qritten deficiencies via email to Prime and on April 11, 2017, Prime replied to
the second set of deficiencies with a resnbmission of the Pending Applications; and
WHEREAS, upon review of the April 11, 2017 resubmission and it reliance of Prime’s
representation in the January 5, 2017 email that fhe Transaction had not yet ocourred, RIDCH
determined the Pending Applications were acceptable in forim and the formal review initiated on April
15, 20.1 7; and .
WHEREAS, on April 25, 2017, pursuant to RIGL 23-17.14-13, in order to effectuate the
purposes of the Hospital Conversion Act, RIDOH engaged an expert; and
WHEREAS, on May 19, 2017, Prime appeated before the Health Sewicés Council & provide
an initial ‘presentati on of the Pending Applications; and
WHEREAS, on May 23, 2017, RIDOH sent supplemsntal questions to Prime based on the
expelt’s review with respect to the Transaction, Applications and Prime’s presentation before the
Couneil, with a response deadline of June 6, 2017; and

WHEREAS, on June 6, 2017, Pritie requested an extension to respond to the May 23, 2017

supplemental questions; and




WHEREAS, on June 13, 2017, RIDOH received Prime’s responses to the May 23, 2017
7 supplemental questions which raised questions as to whether the Transaction had already occurred on
December 31, 2016; and
WHEREAS, as a result of those responses, on June 29, 2017, RIDOH advised Prime that it
questioned whether the Tiansaction and, therefore, the change in effective control and conversion of
Prime-Landmark and the Hospitals had occurred prior to Prime obtaining approval of the Pending
Applications from RIDOH and suspended review of the Pending Applications; arid
WI—IEREAS, on July 7, 2017, a meeting was held bctﬁeen represemtatives of Prime and
representétiims of RIDOH, at which Prime represented that the Transaction had not yet occurred. In
response RIDOH requested Prime provide & detailed letter of how each of the documents contained
in the record is consistent with Prime’s position that the Transaction has not yet occutred and will not
occur until RIDOH approval is received, as well as, individual statements signed and notarized by
each of the members of the Board of Divectors of Prime Healtheare Services and Board of Directors
of Prime Foundation affirming that the December 8, 2016 Unanimous Consents of the respective
Boards did not reflect that, in fact, the donation occurred on December 31, 2016; and
WHERFEAS, on July 13, 2017, Prime Foundation submitted g letter to RIDOH aﬁd, on Fuly
14, 2017 and July 25, 2017, Prime Healthcare Services submitted letters to RIDOH, all letters stating
there had been no change to the operations of Prime-Landmark, Furthenmore, Prime’s July 25, 2017
letier recognized that RIDOH approval is required prior to operating LMC and RHRI as non-profit
hospitals; and |
WHEREAS, upon.review of the Jfuly 13, 2617, July 14, 2017 and July 25, 2017 letters,
RIDOH found the letters did not provide sufficient clarity to resolve the status of the Transactlon, and

thus on August 2, 2017, RIDOH sent a letter to Prime that identified with specificity each document




that was in the record that was referred to in general at the July 7, 2017 meeting and that Prime needed

to reconcile with its position that the Transaction had not yet occutred and would not cccut until
RIDOH approval is received, as well as, the following documents; Governing Board Minutes of the
LMC meeting of April 20, 2017; Governing Board Minutes of the RHRI nieeting of April 20, 2017;
Governing Board Agendas for the July 2017 quarterty meetings of LMC and RHRI; agendas, minutes
and rcsoiutibns of all meetings of Prime Healthcare Services and Prime Foundation that were held in
2017 to date; and audited financial statements of Prime Healthcars Servicos for 2016; and

WHEREAS, during the July and August 2017 communications, the 2015 andited financials
for the Prime Foundation (“Pritme Foundation Financials™) became available. Prime provided the
Prime Foundation Financials to RIDOH which showed the transfer of the Hospitals to the Foundation
oceutred in December 2016; and

WHEREAS, Prime did not provide a written response to RIDOH’s August 2, 2017 letter and
on August 25, 2017, a meeting was held between representatives of Prime and representatives of
RIDOH, during which Prime acknowledged the closing of the Transaction contemplated by the
Agreement had actually occutred on December 31, 2016, thereby friggering ﬂae change in effective
control of Prime-Landmark, priot to review and approval by RIDOH and, thus, they could not provide
a response to the August 2, 2017 letter; and

WHEREAS, on September 8,2017, a telephone conference was held between representatives
of Prime and RIDOH; and |

WHEREAS, Prime herein confirms that the Transaction oceurred on December 31, 201l6 and
thus Prime-Landmark became a wholly owned subsidiary of Prime Foundation on December 31,

2016; and




WHEREAS, throughout these proceedings Prime has represented that, despite that the
Trapsaction occurred on December 31, 2016, Prime has notrchanged any operations at LMC and
RHRI; and

WHERTAS, the ocourrence of the Transaction prior to review and spproval by RIDOH is a
violation of RIGL § 23-17.14-5, RIGL § 23-17-4, and RIGL. § 23-17-6; and

WHEREAS, pursuant to RIGL § 23-17,14-30, Prime’s violation of RIGL § 23-17.14-5
regarding the HCA Application of Landmark Medical Center allows a fine of up io one million dollars
{$1,000,000); and

VVHEREAS, pursuant o RIGL § 23-17.14-30, Prime’s violation of RIGL § 23-17.14-5
regarding the HCA Application of Rehabilitation Hospital of Rhode Island allows a fine of up to one
miliion dollars ($1,000,000); and |

| WHEREAS, pursuant o RIGL § 23-17-17, Prime’s violation of RIGL § 2317-4 and RIGL
§ 23-17-6 by Prime regarding the Hospital License of Landmark Medical Center is subject to a fine
-of not more than five thonsand doHars ($5,000) per day for a total of 300 days, as of October 27,
2017, for a total possible fine of approximately one million five hundred thousand dollars
($1,500,000); and

WHEREAS, pursuant to RIGL § 23-17-17, Prime’s violation of RIGL § 23-17-4 and RIGL
~ § 23-17-6 by Prime regarding the Hospital License of Rehabilitation Hospital of Rhode Island is

sﬁbjcct to a fine not more than five thousand doliars ($5,000} per day for a total of 300 days, as of

Octobet 27, 2017, for a total possible fine of approximately one million five hundred thousand dollays’

($1,500,000); and




WHEREAS, pursuant to RIGL § 23-17.14-30 and RIGL § 23-17-17, Prime’s violations of
RIGL § 23-17.14-5, RIGL § 23-17-4, and RIGL § 23-17-6 for the Hospital Licenses of LMC and
RHRI allow a total possible fine of five million doilars ($5,000,000).

NOW, THEREFORE, to avaid disruption of the care to Rhode Island residents receiving
services, RIDOH has agreed to maintain in full force and effect the Hospital Licenses of LMC and
RHRI from the date hereof through completion of the Application review and approval proc;ess,
subject to both Hospitals otherwise remaining in full compliance with Thode Island state law and
regulations, Furthermore, in consideration of the contribution that Prime has made to Woonsocket
and the Stat& of Rhode Island by acquiﬁng the Hospitals, both as to the positive economic impact
and, as evidenced by statements submitted by the Rhodé Island Department of Heglth Center for
Health Facilities Regulation at the May 13, 2017 Healih Setvices Council meeting, Prime’s operation
of the Hospitals in accordance with the standards of care and in complianéc with all applicable
licensing regulations and in consideration of the mutual promises contained in this Agreement, and
for other good and value consideration, the receipt and sufficiency of which ave hereby acknowledged,
the parties hereby agree as follows:

1. Prime shall pay a fine in the amount of one million dollars ($1,000,000). Of the total
fine, Prime shall pay five hundred thousand doliars ($500,000), payable to the Rhode Island General
Tre_asurer, within & reasonable period of time, but no later than (3) weeks from the execution of this
agroement. Of the total fine, Prime shall pay five hundred thousand doliars {$500,000), payable to the
City of Woonsocket, within Areaaonable period of time, but no later than three (3) weeks from the
execution of this Consent Agreement, to be used for one or more public health purposes to benefit

the residents of Woonsocket {and the surrounding area) it a manner consistent with one or more of




RIDOH's and the State’s priorities, Le., sddressing social and environmental determinants of health,

elimina;ing health disparities, and ensuiing health care access to vulnerable populations.

2, Prime, pursuant to RIGL § 23-17,14-28 (d), shall comply with Conditions 20 and 21
ofthe February 17, 2014 Amended Decision With Conditions of the Hospital Conversion Application
of Prime through a repott by an Independent Third Party to be determined by RIDOH. The entire cost
of the re;port shall be borne by Prime through an Escrow Agreement with an escrow amouht to be
determined by RIDOH. Prime shall fully cooperate with all requests for information by the
Independent Third Party. |

3. Prime shall continue to seek yeview and approval by the Health Services Coungcil and
approval by RIDOH for the Peading Apphcatwns RIDOH will make its best efforts to provide the

. expert’s report to Prime by October 26, 2017, the expert having stated to RIDOH that she can produce
a report with the information provided. The Health Services Council will hear the Pending
Applications during the next regularly scheduled meeting, RIDOH and Prime will take all reasonable
steps necessaty to complete the Application approval process in a timely fashion.

4, Tu the event Prime does not receive approval for the Pending Applications after review
by the Health Services Council and deciston by RIDOH, then Prime will implement a reversal of the
Transaction and thus Prime—Lapdmai'k will revert from a subsidiary of Prime Foundation and a
charitable entity to a subsidiary of Prime Healthcare Services and a for-profit entity within thirty (30)
days after all appeal rights are satisfied,

5. This Agreement will terminate antomatically and immediately, without any farther
action on the part of the patties, upon the parties’ pe;ffon'mance of their réspectiva obligations as set

forth herein.
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6. Entire Asrcement, Amendments and Waivers. This Agreement contains the entire

agreement tincluding representations, warranties and covenants) among the paﬁies hereto pertaining
to the subj ect rr;atter hereof and supersedes all prior and contemporaneous agreements, negotiations,
discussions, arrangements or understandings with respect thereto. No amendment, supplement,
modification or waiver of this Agreement shall be binding unless execuiad in wtiting by gach of the
parties hereto. No waiver of any of the provisions of this Agreement shall be decmed or shall
constitute @ waiver of any other provisions hereof (whether or not similar}, nor shall such waivar
constitute 2 continuing waiver unless otherwise expressly provided. |

7. §evgrabi1i_;1. If any provision of this Agreement, or any covenard, obligation or
agresment coptained herein, is determined by a court of competent jurisdiction to be invalid or
unenforceable, such determinatioh shall not affect any other provision, covenant, obligation or
egreement, each of which shall be construed and enforced as if such invalid or unenforceable portion
were not contained herein. Such invalidity or unenforceability shall not affect any valid and
enforceable application thereof, and each such provision, covenant, obligation or agreement shall be
deemed to be effective, operative, made, entered into or taken i the manner and to the fullest extent
permitted by law.

B Notices, Except as may otherwise expressty e provided herein, any notice required
or desired to be sarv;d, given or delivered hereunder shall be in writing, and shall be deemed to have
been #alidly served, given or delfvered upon the earlier of (a) personal delivery to the addresses set
forth below, (b) in the case of facsimile transmission, immediately upon confirmation of completion
of transmission, (¢) in the case of mailed notice, seven (7) days after deposit in the wmail, with proper

postage for registered or certified rmail, retuzn receipt requested, prepaid, or (d) in the case of notice

11




by Federal Express or other reputable overnight courier service, two (2) business days after delivery

to such courier service, addressed to the patty to be notified as follows:

Ifto: Prime Healthcare Foundation, Ine./ Prime Healthcare Services, Inc.

Prem Reddy, MD

Prestdent

Prime Healthcare Foundation, Inc./ Prime Healtheare Seyvices, Inc.
3300 E. Guasti Rd.

Ontario, CA 91761

Michael Souza :

Chief Executive Officer

Landmark Medical Center/ Rehabilitation Hospital of Rhode Island
115 Cass Avenue ~

Woonsocket, RI 02895

With a copy to:

Cynthia J. Warren, Esq.
Cameron & Mittleman LLP
301 Promenade Street
Providence, RT 02908

Ifto: Rhode Island Department of Health

Sandra M. Powell

Associate Director

Division of Policy, Information & Communications
Rhode Island Department of Health

3 Capitol Hill, Room 410

Providence, Rhode lsland 02508

Michael K. Dexter
Chief

. Center for Health Systems Policy and Regulations

Rhode Island Department of Health
3 Capitol Hill, Reom 410
Providence, Rhode Island 02908

With a copy to!

Stephen Motris, Esq.

Deputy Chief Legal Counsel
Rhode Island Department of Health
3 Capitol Hill

Providence, Rhode Island 02908

12




or to such other address or telecopy aumber as may be designated in wiiting by any party from
time to time in accordance herewith.

) Successors. This Agreement shall be binding upon, and inure to the benefti of the
_heits, execulors, SUCCEsI0IE and permitted assignees of the parties hereto, and 1o other person shall
have any right, benefit or obligations hereunder.
10.  Counterparts. This Agrecment may be executed in one or more counterparts, each of
which shall be construed as an original, and all of which together shall constitute one and the same
mstrument.

IN WITNESS WHEREOF, the parties, by their agents duly authorized, have executed this

¥

Consent Agreement effective . 2017

PRIME HEALTHCABE SERVICES ~ REHODE ISLAND DEPARTMENT OF
LANDMARK LLC HEALTH

By By:

Micheel Souza Michael X Dexter

Chief Executive Officer, Landmark Medical Chief, Center for Health Systerns Policy and
Center and Rehabilitation Hospital of Rhode  Regulations
Island

© PRIME HEALTHCARE FOUNDATI ;

INC.

S\e i |
By: M - \ /
Michael Sarian, President
Prjme. Healtheare Foundetion, Inc.

PRIME HEALTHCARE SERVICES, INC.

By:
Michael H;aﬁer, Chief Financial Officer
Prime Hesltheare Services, Inc.

Prime/DN2724749-ver 12 {linked 26A525311)
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or to sach other address ortelecopy tiumbes aa may be desi gnated in writing by any patty from
Hene to time in.accotdance herewith,

9, Successorg. This Agreernent shall be binding upon, and inue © the benefit of the
helrs, execttons, SUCCEISOTs and petmitted assignees of the parties horeto, and no other person shall
have-any right, benefit or obligations heteunder.

10, Counierparts. This Agpesinent may be executed 1n one OF MDLG counterparts, sach of

.. which shall be congtrued &s an-original, and all ofwhich togethet shall constifute cne and the same

instrument.
IN WITNESS WHEREQF, the parties, by their agents duly anfhorized, have exeguted this

Consent Agroement effective ﬁﬂfé Aff'f L Y

PRIME: HBAL’I‘HCARE SERVICES ~ RHODR ISLAND DEPARTMENT OF
LANDMARK YIC HEALTH . _

By: ‘ By A fwé&//é'm /ﬁ*(f 3“"&’ 7
‘Michael Souza Michasl K. Dexter 4

Clitef Executive Officer, Landmark Medical {hlef, Center for Heonlil Systems Policy and
Clonfer atid Rehabilitation Hospital of Rhode Repriiations
Teland

PRIME HEALTHCARE FOUNDATI
INC,

Michael Sarian, President :
Prime Healtheate Foundation, Ine.

PRIME HEALTHCARE SERVICES, INC.

By et YK
Michael 1—%&, Chief Financlal Ofticer
Prime Healtheare Services, Ine,

Primel DN 2T2TM0-ver 1 (Hiked 264528881
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POST-CONVERSION ORGANIZATIONAL CHARTS
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