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CARE

COMMISSION DATE DOCKETED

COMPREHENSIVE CARE FACILITY (NURSING HOME)
APPLICATION FOR CERTIFICATE OF NEED

ALL APPLICATIONS MUST FOLLOW THE FORMATTING REQUIREMENTS DESCRIBED
IMMEDIATELY BELOW. NOT FOLLOWING THESE FORMATTING INSTRUCTIONS WILL
RESULT IN THE APPLICATION BEING RETURNED.

Required Format:

Table of Contents. The application must include a Table of Contents referencing the location of
application materials. Each section in the hard copy submission should be separated with
tabbed dividers. Any exhibits, attachments, etc. should be similarly tabbed, and pages within
each should be numbered independently and consecutively. The Table of Contents must
include:

e Responses to PARTS |, Il, lll, and IV of the COMPREHENSIVE CARE FACILITY
(NURSING HOME) application form

o Responses to PART IV must include responses to the standards in the State
Health Plan chapter, COMAR 10.24.08, applicable to the type of nursing home
project proposed.

o All Applicants must respond to the general standards, COMAR 10.24.08.05A.

0 Applicants proposing new construction or expansion of comprehensive care
facility beds, including replacement of an existing facility or existing beds, if new
outside walls are proposed must also respond to all the standards in COMAR
10.24.08.05B.

0 Applicants only proposing renovations within existing facility walls using beds
currently shown in the Commission’s inventory as authorized to the facility must
respond to all the standards in COMAR 10.24.08.05C in addition to the standards
in .05A. Applicants for such renovations should not respond to the standards in
.05B.

o0 All Applicants must respond to the Review Criteria listed at 10.24.01.08G(3)(b)
through 10.24.01.08G(3)(f) as detailed in the application form.

o Identification of each Attachment, Exhibit, or Supplement



Application pages must be consecutively numbered at the bottom of each page. Exhibits
attached to subsequent correspondence during the completeness review process shall use a
consecutive numbering scheme, continuing the sequencing from the original application. (For
example, if the last exhibit in the application is Exhibit 5, any exhibits used in subsequent
responses should begin with Exhibit 6. However, a replacement exhibit that merely replaces an
exhibit to the application should have the same number as the exhibit it is replacing, noted as a
replacement.

SUBMISSION FORMATS:

We require submission of application materials and the applicant’s responses to completeness
guestions in three forms: hard copy; searchable PDF; and in Microsoft Word.

e Hard copy: Applicants must submit six (6) hard copies of the application to:
Ruby Potter
Health Facilities Coordinator
Maryland Health Care Commission
4160 Patterson Avenue
Baltimore, Maryland 21215

o PDF: Applicants must also submit searchable PDF files of the application, supplements,
attachments, and exhibits.! All subsequent correspondence should also be submitted
both by paper copy and as searchable PDFs.

e Microsoft Word: Responses to the questions in the application and the applicant’s
responses to completeness questions should also be electronically submitted in Word.
Applicants are strongly encouraged to submit any spreadsheets or other files used to
create the original tables (the native format). This will expedite the review process.

Applicants are strongly encouraged to submit any spreadsheets or other files used to create the
original tables (the native format). This will expedite the review process.

PDFs and spreadsheets should be submitted to ruby.potter@maryland.qgov and
kevin.mcdonald@maryland.gov.

Note that there are certain actions that may be taken regarding either a health care
facility or an entity that does not meet the definition of a health care facility where CON
review and approval are not required. Most such instances are found in the
Commission’s procedural regulations at COMAR 10.24.01.03, .04, and .05. Instances
listed in those regulations require the submission of specified information to the
Commission and may require approval by the full Commission. Contact CON staff at
(410) 764-3276 for more information.

A pre-application conference will be scheduled by Commission Staff to cover this and other
topics. Applicants are encouraged to contact Staff with any questions regarding an application.

! PDFs may be created by saving the original document directly to PDF on a computer or by using advanced scanning technology
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PART | - PROJECT IDENTIFICATION AND GENERAL INFORMATION

1. FACILITY

Name of Facility: Baltimore Nursing and Rehabilitation
Center d/b/a Restore Health — Baltimore

Address:

300-306 W. Fayette St. Baltimore 21201 Balt.
City

Street City Zip Cou
nty

2. Name of Owner

If Owner is a Corporation, Partnership, or Limited Liability Company, attach a description of the
ownership structure identifying all individuals that have or will have at least a 5% ownership share in the
applicant and any related parent entities. Attach a chart that completely delineates this ownership
structure.

For Ownership Information Please See Exhibit A, attached hereto.
3. APPLICANT. If the application has a co-applicant, provide the following information in an attachment.

Legal Name of Project Applicant (Licensee or Proposed Licensee): Baltimore Nursing and
Rehabilitation, LLC

Address:
1922 Greenspring Drive, Suite 6 Timonium 21093 MD Baltimore
Street City Zip State County

Telephone: 410-308-2300

4. NAME OF LICENSEE OR PROPOSED LICENSEE, if different from applicant:

N/A
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5. LEGAL STRUCTURE OF APPLICANT (and LICENSEE, if different from applicant).

Check M or fill in applicable information below and attach an
organizational chart showing the owners of applicant (and licensee, if
different).

A.  Governmental

B. Corporation
(1) Non-profit
(2) For-profit

(3) Close State & date of incorporation

C. Partnership
General
Limited
Limited liability partnership
Limited liability limited
partnership
Other (Specify):
D. Limited Liability Company
E. Other (Specify):

X O0ood odo O

To be formed: []
Existing: ]

See Exhibit A for an Organizational Chart showing the owners of the Applicant.

6. PERSON(S) TO WHOM QUESTIONS REGARDING THIS APPLICATION
SHOULD BE DIRECTED

A. Lead or primary contact:

Michael Mahon, Chief Administrative Officer
Name and Title:

Company Name Mid-Atlantic Health Care, LLC

Mailing Address:

1922 Greenspring Drive, Suite 6 Timonium 21093 MD Baltimore
Street City Zip State County
Maryland

Telephone: 410-308-2300
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E-mail Address (required): mmahon@mid-atlanticltc.com

Fax: 410-308-4999

If company name N/A
is different than
applicant briefly
describe the

relationship

B. Additional or alternate contact:

Name and Title: Peter Parvis, Esq.

Company Name Miles & Stockbridge P.C.

Mailing Address:

One West Pennsylvania Ave, Suite 900 Towson 21204 WMD
Street City Zip State

Telephone: 410-823-8165
E-mail Address (required): pparvis@milesstockbridge.com

Fax: 410-823-8123

If company name | egal Counsel
is different than

applicant briefly
describe the
relationship

7. NAME OF THE OWNER OR PROPOSED OWNER OF THE REAL PROPERTY and Improvements
(if different from the licensee or proposed licensee)

Legal Name of the Owner of the Real Property
Baltimore Nursing and Rehabilitation Realty, LLC

Address:
1922 Greenspring Drive, Suite 6 Timonium 21093 MD Baltimore
Street City Zip State County

Telephone: 410-308-2300

If Owner is a Corporation, Partnership, or Limited Liability Company attach a description of the
ownership structure identifying all individuals that have or will have at least a 5% ownership share in
the in the real property and any related parent entities. Attach a chart that completely delineates this
ownership structure.

For Ownership Information, please see Exhibit A, attached hereto.
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8. NAME OF THE Owner of the Bed Rights (i.e., the person/entity that could sell the beds
included in this application to a 3" party):

Legal Name of the Owner of the Rights to Sell the CCF Beds

Mid-Atlantic Health Care Acquisitions, LLC

If the Legal Entity that has or will have the right to sell the CCF beds is other than the Licensee or
the Owner of the Real Property Identified Above Provide the Following Information.

Address:

1922 Greenspring Timonium 21093 MD Baltimore
Drive, Suite 6

Street City Zip State County

Telephone:  410-308-2300

9. If amanagement company or companies is or will be involved in the clinical or financial
management of the facility or will provide oversight of any construction or renovations
proposed as part of this APPLICATION, identify each company or individual that will
provide the services and describe the services that will be provided. Identify any
ownership relationship between the management company and the owner of the facility
and/or the real property or any related entity.

Name of Management Company: Mid-Atlantic Health Care, LLC

Address:

1922 Greenspring Drive,  Timonium 21093 MD Baltimore
Suite 6

Street City Zip State County
Telephone: 410-308-2300

For Ownership Information, please see Exhibit A, attached hereto.
10. TYPE OF PROJECT

The following list includes all project categories that require a CON pursuant to
COMAR 10.24.01.02(A). Please mark all that apply in the list below.

If approved, this CON would result in (check as many as apply):

(1) A new health care facility built, developed, or established

(2) An existing health care facility moved to another site

(3) A change in the bed capacity of a health care facility

(4) A change in the type or scope of any health care service offered

OO0 X
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®)

by a health care facility
A health care facility making a capital expenditure that exceeds the L]

current threshold for capital expenditures found at:
http://mhcc.maryland.gov/mhcc/pages/hcfs/hcfs _con/documents/con_capital threshold 20140301.pdf

11. PROJECT DESCRIPTION

A.

4832-6178-3074v10

Executive Summary of the Project: The purpose of this BRIEF executive summary
is to convey to the reader a holistic understanding of the proposed project: what it is,
why you need to do it, and what it will cost. A one-page response will suffice. Please
include:

(1) Brief Description of the project — what the applicant proposes to do

(2) Rationale for the project — the need and/or business case for the
proposed project

3) Cost — the total cost of implementing the proposed project

(1) and (2) — Description and Rationale of Project:

The Project involves the relocation of 80 temporarily delicensed CCF beds from
Johns Hopkins Bayview Medical Center's CCF to a new CCF site to be located
on Fayette Street in downtown Baltimore. The new facility will be managed by
Mid-Atlantic Health Care, LLC (“Mid-Atlantic” or “MAHC") and trade under the
name Restore Health — Baltimore (“Restore Health” or the “Applicant”). Restore
Health will be the first state-of-the-art post-acute care facility in Baltimore City
built to focus on new reimbursement models created as part of the Affordable
Care Act that award providers for minimizing length of stay and hospital
readmissions and thereby reduce the overall costs of patients. Restore Health
will partner with acute care hospitals to identify at risk populations and patient
cohorts that would otherwise require treatment at the hospital and develop
clinical programs that will allow them to either be discharged from the hospital
sooner or perhaps never get admitted at all. Mid-Atlantic has a strong track
record of managing its hospital readmissions as evidenced by its readmit rate of
15% versus the state’s average of 25%.

Restore Health will benefit from MAHC’s experience managing 18 other facilities
comprising almost 3,200 residents per day where our primary goal is to improve
the quality of life for each resident. MAHC'’s accomplishes this through its
combination of proprietary in-house clinical programs, (see page 28, 31-34), and
proprietary software in concert with electronic health records. MAHC has used
this model to become one of the few skilled nursing providers that is currently a
bundle payment provider from our five facilities in the Philadelphia market.
MAHC looks forward to bringing this focus and experience to Baltimore City.

Restore Health will be distinguished by the scope of clinical services, the staff
capabilities, and the acuity levels that it is prepared to serve. This will assure
patients and hospital clinicians that the transition to post-acute care will be safe
and supportive of special care requirements, and will function to (a) reduce
length of stay and cost in the hospital (b) reduce risks of hospital infection by
getting patients out of the hospital faster, (¢) minimize readmissions to a hospital
setting; and (d) reduce the total costs of healthcare in keeping with the goals of



http://mhcc.maryland.gov/mhcc/pages/hcfs/hcfs_con/documents/con_capital_threshold_20140301.pdf
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Maryland’s new model agreement with the Centers for Medicare and Medicaid
Services (CMS). The new facility will also provide the staff training, the clinical
rounding, the prevention activities, and the patient education to promote the self-
care and family education components that strengthen successful transitions to
home.

The building itself is seven stories and comprises 125,000 square feet. The CCF
will utilize five of those floors with three floors dedicated to resident care. Two of
the floors (5 and 6) are designed for the treatment of short stay patients, served
by a 2,500 square foot state-of-the-art rehabilitation gym located on floor 7. The
remaining patient care floor will be designed for a more traditional nursing home
population, and will provide a broader scope of service capabilities, family
education, and connections to community-based care with the goal of having
these units, as well, serve a transitional role in post-acute care to the extent
possible.

The geographic location of the proposed facility is a critical feature of this project,
responding both to access issues and care coordination needs. First, the facility
will be a short walk (0.3 miles) away from University of Maryland Medical Center
(UMMC) and UM Midtown Campus, two of the City’s hospitals with the greatest
demand for nursing home placements. This proximity will promote strong clinical
relationships between acute care physicians, discharge planners, social workers
and nursing home staff; continue to elevate the skill set of nursing home staff;
and encourage the most responsive service delivery. An increasing amount of
targeted care will be able to be delivered in the post-acute setting and
readmissions will be avoided. Second, the proximity will support effective care
transition models that rely on nurses, social workers, and discharge planners to
maintain effective communications and smooth transitions. Third, the proposed
facility will improve access and quality of care: (a) It will be located in West
Baltimore where few nursing homes currently exist; (b) it will be readily
accessible by public transportation (see Exhibit B); (c) it will be convenient to
families residing in this area; and (d) it will introduce a high quality rated nursing
home provider focused on short stay post-acute services. Fourth, the new facility
will respond to the desperate need in this region for dialysis services in the post-
acute setting; currently patients at UMMC and UM Midtown often wait weeks in
the hospital until a nursing home placement can be arranged with this support.

As the attached letter of support from Dr. Stephen Davis of University Of
Maryland Medical Center indicates, MAHC strongly believes there is a need for a
facility such as Restore Health. MAHC strongly believes that the dramatic
changes in hospital financing and incentives will encourage broader and more
effective use of the post-acute setting in Maryland. This state-of-the-art CCF will
increasingly function as a valuable transition setting for fragile elderly patients
requiring more recuperative time, and as a lower cost setting for restorative care
for patients of all ages. Going forward, the Applicant expects to also serve as a
short stay setting for patients transferred from the ER (following stabilization) and
patients admitted directly from home, thereby avoiding the high cost hospital
setting altogether.

If the nursing home is to serve this broader role, new service components must
be accommodated and new facility design is required. Baltimore City, in




particular, requires a nursing home setting that can deliver more services and
accommodate the more complex patient, given the very high rates of
comorbidities and chronic disease in the City’s population. The proposed facility
will require more space than traditional comprehensive care facilities in order to
provide services such as dialysis and more intensive post-acute care, but the
benefits of the facility are significant. Maryland continues to be challenged to
lower the cost per capita of its Medicare population, and the proposed facility —
designed as a high quality, low cost service setting that will reduce readmissions
and promote healthy discharge home — will be essential to Maryland’s success.

(3) Cost of Project:

The Budget for the total cost of the Project is estimated at $18.4 million. See
Table C for additional information.

B. Comprehensive Project Description: The description should include details
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regarding:

(1) Construction, renovation, and demolition plans

(2) Changes in square footage of departments and units

3 Physical plant or location changes

(4) Changes to affected services following completion of the project
(5) Outline the project schedule.

Restore Health will be located at 300 W. Fayette Street. MAHC has signed a
purchase agreement subject to the approval of the certificate of need to acquire a
former medical office building comprising seven floors and approximately
125,000 square feet. The building is a short walk (0.3 miles) from UMMS with a
multi-story public parking deck next door making it easy for employees and
visitors to come to the facility. The block includes the Everyman Theater and a
recently developed apartment building.

Restore Health plans to renovate the building and use certain areas of the
basement and first floor, as well as the entire fourth, fifth, sixth and seventh floors
for the nursing facility. The remaining floors will be available for rent as medical
offices or other office space. MAHC is already had preliminary discussions with
one party interested in leasing the space. Restore Health will have its own entry
lobby separate from the other tenants, and have a dedicated elevator for services
and resident transport operating separately from the facility’s other elevators

Eighty percent (80%) of the rooms (64 of 72 rooms) will be private with the
remaining 8 to be semi-private (two beds). Each room will have its own private
bathroom and temperature control. The facility will have an upscale, “Ritz-
Carlton” look and feel, comparable to the new construction at our recently
completed sister Restore Health Facility in Waldorf, Maryland. (Photographs of
that facility are included in Exhibit C to provide a sense of the look and feel of
the proposed facility). The Facility will allow for a resident experience not
currently available in Baltimore City.

Given that Mid-Atlantic is acquiring a pre-existing building, the needed
construction consists primarily of the demolition and then refinishing of all the
interior spaces and also the installation of all new mechanical and electrical




systems. The Facility will include a 2,500 square foot state-of-the-art
rehabilitation gym on the 7" floor which will also have a recreation area to allow
patients to enjoy the weather. The 6" floor will have two light wells to allow more
natural light into the Facility, one of which will stretch down to the fifth floor and
stop at the fourth floor to create another outdoor recreation area for residents on
that floor.

The renovation project is expected to take 12-16 months to complete. We
anticipate breaking ground after receiving CON approval and final zoning
approval.

12. Complete Table A of the CON Table Package for Nursing Home (CCF) Applications

TABLE A. BED CAPACITY BY FLOOR AND NURSING UNIT BEFORE AND AFTER PROJECT
INSTRUCTION : Identify the location of each nursing unit (add or delete rows if necessary) and specify the room and bed count before and

after the project.

Applicants should add columns and recalculate formulas to address any rooms with 3 and 4 bed capacity. See additional instruction in the
column to the right of the table.

Before the Project

Based on Physical Capacity

After Project Completion

Based on Physical Capacity

Ci t - . -
Li:ér:(:r;d Room Count Physical Service Room Count Physical
Service Beds Private Semi- Total Bed Location Private Semi- Total Bed
Location (Floor/Wing) Private | Rooms | Capacity (Floor/Wing) Private | Rooms | Capacity
COMPREHENSIVE CARE COMPREHENSIVE CARE
0 0 6th Floor 24 0 24 24
0 0 5th Floor 24 0 24 24
0 0 4th Floor 16 8 24 32
SUBTOTAL SUBTOTAL 64 8 72 80
Comprehensive Care
ASSISTED LIVING ASSISTED LIVING
TOTAL ASSISTED TOTAL ASSISTED
LIVING LIVING
Other (Specify/add Other (Specify/add
rows as needed) 0 0 rows as needed) 0 0
TOTAL OTHER TOTAL OTHER
FACILITY TOTAL 0 0 0 0 0 FACILITY TOTAL 64 8 72 80

13.

each one will be affected by the project.

Identify any community based services that are or will be offered at the facility and explain how

The Facility plans to offer respite services to the citizens in West Baltimore. No other community-
based services are contemplated at this time.

14. REQUIRED APPROVALS AND SITE CONTROL

A.
B.

Site size: 0.38 acres
Have all necessary State and local land use and environmental approvals, including
zoning and site plan, for the project as proposed been obtained? YES

NO

v

(If NO, describe below the current status and timetable for receiving each of the

4832-6178-3074v10
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necessary approvals.)

Project schedule.

In accordance with the Baltimore City Code, the Project requires the Mayor and City
Council to enact an Ordinance approving the conditional use of the Project as a
convalescent, nursing and rest home.” All required City permits for the Project will be
applied for and prosecuted by Owner at the appropriate times consistent with the

C. Form of Site Control (Respond to the one that applies. If more than one, explain.):

(1) Owned by:

(2) Options to purchase held by: Agreement of Purchase and Sale held by
Baltimore Nursing and Rehabilitation, LLC

Please provide a copy of the purchase option as an attachment.
A copy of the purchase option is attached hereto as Exhibit D.

3) Land Lease held by:

Please provide a copy of the land lease as an attachment.

4) Option to lease held by:

Please provide a copy of the option to lease as an attachment.

(5) Other:

Explain and provide legal documents as an attachment.

15. PROJECT SCHEDULE

In completing this section, please note applicable performance requirements time frames set

forth in Commission regulations, COMAR 10.24.01.12. Ensure that the information presented in

the following table reflects information presented in Application Iltem 11 (Project Description).

Project Schedule Table

Table J
Proposed Project
Timeline

Obligation of 51% of capital expenditure from approval date 16 Months**
Initiation of Construction within 4 months of the effective date of
a binding construction contract 2 Months**
Time to Completion of Construction from date of capital
obligation 14 Months**

** Assumes Grant of CON by January, 2016

16. PROJECT DRAWINGS

Projects involving new construction and/or renovations should include scalable schematic
drawings of the facility at at least a 1/16” scale. Drawings should be completely legible and

include dates.
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These drawings should include the following before (existing) and after (proposed), as

applicable:

A. Floor plans for each floor affected with all rooms labeled by purpose or function, number of
beds, location of bath rooms, nursing stations, and any proposed space for future expansion
to be constructed, but not finished at the completion of the project, labeled as “shell space”.

B. For projects involving new construction and/or site work a Plot Plan, showing the "footprint"
and location of the facility before and after the project.

C. Specify dimensions and square footage of patient rooms.

See Exhibit E. A large scale of each drawing will be provided to the Commission.

17. FEATURES OF PROJECT CONSTRUCTION

A. If the project involves new construction or renovation, complete the Construction and
Renovation Square Footage worksheet in the CON Table Package (Table B)

TABLE B. PROPOSED NEW CONSTRUCTION AND RENOVATION SQUARE FOOTAGE
INSTRUCTION : Account for all existing and proposed square footage by floor. Further breakdown
by nursing unit and building wing are at Applicants discretion and should be used by applicants if it
adds valuable information to the description of the existing and proposed facilities. Add or delete
rows if necessary. See additional instruction in the column to the right of the table.

Gross Square DEPARTMENTAL GROSS SQUARE FEET
Footage by
Floor/Nursing To be Added To Be To Remain | Total After Project
Unit/Wing Current Thru New Renovated As Is Completion
Construction
Basement 19,143 0 3,411 15,732 19,143
First Floor 16,425 0 11,590 4,835 16,425
Second Floor* 17,577 0 242 17,335 17,577
Third Floor* 17,577 0 625 16,952 17,577
Fourth Floor 15,677 0 15,677 0 15,677
Fifth Floor 14,973 0 14,973 0 14,973
Sixth Floor 14,973 0 14,973 0 14,973
Seventh Floor 8,001 726 8,001 0 8,727
Total 124,346 726 69,492 54,854 125,072

*The second and third floors are not part of the proposed CCF.

B. Discuss the availability and adequacy of utilities (water, electricity, sewage, natural
gas, etc.) for the proposed project and identify the provider of each utility. Specify the
steps that will be necessary to obtain utilities.

The site is already served by public utilities for all essential utilities, including
water, electricity, sewage and natural gas.

4832-6178-3074v10
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PART Il - PROJECT BUDGET

Complete the Project Budget worksheet in the CON Table Package (Table C).

Table C is located on following page.

Note: Applicant should include a list of all assumptions and specify what is included in each
budget line, as well the source of cost estimates and the manner in which all cost estimates are
derived. Explain how the budgeted amount for contingencies was determined and why the
amount budgeted is adequate for the project given the nature of the project and the current
stage of design (i.e., schematic, working drawings, etc.)

Budget Assumptions are attached hereto as Exhibit F.
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TABLE C. PROJECT BUDGET
INSTRUCTION : Estimates for Capital Costs (1.a-e), Financing Costs and Other Cash Requirements (2.a-g), and
W orking Capital Startup Costs (3) must reflect current costs as of the date of application and include all costs for
construction and renovation. Explain the basis for construction cost estimates, renovation cost estimates,
contingencies, interest during construction period, and inflation in an attachment to the application.
involves services other than CCF such as assisted living explain the allocation of costs between the CCF and the
NOTE : Inflation should only be included in the Inflation allowance line A.1.e. The value of donated land for the
project should be included on Line A.1l.a as a use of funds and on line B.8 as a source of funds

If the project

CCF Nursing

Cost of Other

Home Service Areas Total
A. USE OF FUNDS
1. CAPITAL COSTS
a. Land Purchased/Donated $3,000,000| $3,000,000
b. New Construction
(1) Building $0
(2) Fixed Equipment $0
(3) Site and Infrastructure $0
(4) Architect/Engineering Fees $0
(5) Permits (Building, Utilities, Etc.) $0
SUBTOTAL New Construction $0 $0 $0
C. Renovations
(1) Building $10,848,668 $10,848,668
(2) Fixed Equipment (not included in construction) $0
(3) Architect/Engineering Fees $740,000 $740,000
(4) Permits (Building, Utilities, Etc.) $150,000 $150,000
SUBTOTAL Renovations $11,738,668 $0 $11,738,668
d. Other Capital Costs
(1) Movable Equipment $1,584,353 $1,584,353
(2) Contingency Allowance $600,000 $600,000
(3) Gross interest during construction period $0
(4) Other (Specify/add rows if needed) $0
SUBTOTAL Other Capital Costs $2,184,353 $2,184,353
TOTAL CURRENT CAPITAL COSTS $16,923,021 $0 $16,923,021
e. Inflation Allowance $0
TOTAL CAPITAL COSTS $16,923,021 $0 $16,923,021
2. Financing Cost and Other Cash Requirements
a. Loan Placement Fees $100,000 $100,000
b. Bond Discount $0 $0
c. Legal Fees $100,000 $100,000
d. Non-Legal Consultant Fees $50,000 $50,000
e. Liquidation of Existing Debt $0 $0
f. Debt Service Reserve Fund $0 $0
g. Other (Specify/add rows if needed) $0 $0
SUBTOTAL $250,000 $250,000
3. Working Capital Startup Costs $1,235,396 $1,235,396
TOTAL USES OF FUNDS $18,408,417 $0 $18,408,417
B. Sources of Funds
1. Cash $4,430,000 $4,430,000
2. Philanthropy (to date and expected) $0 $0
3. Authorized Bonds $0 $0
4. Interest Income from bond proceeds listed in #3 $0 $0
5. Mortgage $13,978,417 $13,978,417
6. Working Capital Loans $0 $0
7. Grants or Appropriations
a. Federal $0 $0
b. State $0 $0
c. Local $0 $0
8. Other (Specify/add rows if heeded) $0
TOTAL SOURCES OF FUNDS $18,408,417 $18,408,417
Annual Lease Costs (if applicable)
1. Land $0
2. Building $0
3. Major Movable Equipment $0
4. Minor Movable Equipment $0
5. Other (Specify/add rows if needed $0

Describe the terms of the lease(s) below, including information on the fair market value of the item(s), and the number
of years, annual cost, and the interest rate for the lease.

4832-6178-3074v10
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PART Il - APPLICANT HISTORY, STATEMENT OF RESPONSIBILITY, AUTHORIZATION
AND RELEASE OF INFORMATION, AND SIGNATURE

1. List names and addresses of all owners and individuals responsible for the proposed project
and its implementation.

For ownership information, please see Exhibit A, attached hereto.

2. Are the applicant, owners, or the responsible persons listed in response to Part 1, questions
2, 3,4, 7, and 9 above now involved, or have they ever been involved, in the ownership,
development, or management of another health care facility? If yes, provide a listing of
these facilities, including facility name, address, and dates of involvement.

Yes. MAHC owns and operates a total of 18 skilled nursing facilities comprising almost
3,200 beds in Maryland, Pennsylvania and Delaware. Please see Exhibit G, attached
hereto.

3. Has the Maryland license or certification of the applicant facility, or any of the facilities listed
in response to Question 2, above, been suspended or revoked, or been subject to any
disciplinary action (such as a ban on admissions) in the last 5 years? If yes, provide a
written explanation of the circumstances, including the date(s) of the actions and the
disposition. If the applicant, owners or individuals responsible for implementation of the
Project were not involved with the facility at the time a suspension, revocation, or disciplinary
action took place, indicate in the explanation.

Villa Rosa Nursing and Rehabilitation, LLC - On 11/06/2014, based upon a Life and
Safety Code Survey revisit, conducted by the Office of Health Care Quality, it was found that
this facility was not in compliance with the requirements of participation and received an
imposition of denial of payments for new admissions. (Please see Exhibit H.)

Mid-Atlantic of Delmar, LLC - On May 10, 2013, an abbreviated survey was conducted by
the Delaware Department of Health and Social Services and determined that the facility was
not in substantial compliance with the participation agreement requirements. (Please see
Exhibit 1.)

The bans were lifted and both facilities are now in full compliance.

4. Other than the licensure or certification actions described in the response to Question 3,
above, has any facility with which any applicant is involved, or has any facility with which
any applicant has in the past been involved (listed in response to Question 2, above)
received inquiries in last from 10 years from any federal or state authority, the Joint
Commission, or other regulatory body regarding possible non-compliance with any state,
federal, or Joint Commission requirements for the provision of, the quality of, or the payment
for health care services that have resulted in actions leading to the possibility of penalties,
admission bans, probationary status, or other sanctions at the applicant facility or at any
facility listed in response to Question 2? If yes, provide, for each such instance, copies of
any settlement reached, proposed findings or final findings of non-compliance and related
documentation including reports of non-compliance, responses of the facility, and any final
disposition or conclusions reached by the applicable authority.
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Mid-Atlantic of Delmar, LLC - On June 7, 2014, Mid-Atlantic of Delmar, LLC (herein
“Delmar”) made a submission pursuant to OIG’s Self Disclosure Protocol. The OIG accepted
Delmar into the Protocol on July 23, 2014. This case involved an employee who was hired
as a nurse for the provision of nursing services for which payment was made under a
Federal health care program from October 18, 2013 through May 30, 2014. Unbeknownst to
Delmar, at the time of hiring, the employee had been listed on the OIG List of Excluded
Individuals and Entities at the time of hiring. Upon discovery of the employees excluded
status, the employee was immediately terminated. Delmar followed the law and self-reported
the incident to the OIG. Delmar agreed to pay to OIG $92,344.60 dollars. In consideration
of the obligations of Delmar, the OIG released Delmar from any claims or causes of action it
had against Delmar under 42 U.S.C. 88 1320a-7a and 1320a-7(b) (7). It should be noted,
that the OIG recognized that Mid-Atlantic Health Care, LLC and it facilities had the integrity
to self-report recognized reportable events. As a result, Delmar received the lowest penalty
multiplier under the Civil Monetary Penalty formula. (Please see Exhibit J.)

5. Have the applicant, owners or responsible individuals listed in response to Part 1, questions
2,3,4,7,and 9, above, ever pled guilty to or been convicted of a criminal offense in any
way connected with the ownership, development or management of the applicant facility or
any of the health care facilities listed in response to Question 2, above? If yes, provide a
written explanation of the circumstances, including as applicable the court, the date(s) of
conviction(s), diversionary disposition(s) of any type, or guilty plea(s).

No.

One or more persons shall be officially authorized in writing by the applicant to sign for and act
for the applicant for the project which is the subject of this application. Copies of this
authorization shall be attached to the application. The undersigned is the owner(s), or Board-
designated official of the proposed or existing facility.
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| hereby declare and affirm under the penalties of perjyry that
and its attachments are true and correct to the best of my kpowled

April 9, 2015

Date

4832-6178-3074v10

facts stated in this application
, information and belief,

“Signature of Ownér or Board-designated Official
Chief Financial Officer

" Position/Title
Scott Potter

Printed Name
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PART IV - CONSISTENCY WITH GENERAL REVIEW CRITERIA AT COMAR 10.24.01.08G(3):

INSTRUCTION: Each applicant must respond to all criteriaincluded in COMAR
0.24.01.08G(3), listed below.

An application for a Certificate of Need shall be evaluated according to all relevant State
Health Plan standards and other review criteria.

If a particular standard or criteria is covered in the response to a previous standard or criteria, the
applicant may cite the specific location of those discussions in order to avoid duplication. When
doing so, the applicant should ensure that the previous material directly pertains to the
requirement and the directions included in this application form. Incomplete responses to any
requirement will result in an information request from Commission Staff to ensure adequacy of
the response, which will prolong the application’s review period.

10.24.01.08G(3)(a). The State Health Plan.

Every Comprehensive Care Facility (“CCF” -- more commonly known as a nursing home)
applicant must address each applicable standard from COMAR 10.24.08: State Health Plan for
Facilities and Services -- Nursing Home and Home Health Services.” Those standards follow
immediately under 10.24.08.05 Nursing Home Standards.

Please provide a direct, concise response explaining the project's consistency with each
standard. In_cases where demonstrating compliance with a standard requires the provision of
specific documentation, please include the documentation as a part of the application.

10.24.08.05 Nursing Home Standards.

A. General Standards. The Commission will use the following standards for review of all
nursing home projects.

(1) Bed Need. The bed need in effect when the Commission receives a letter of intent for the
application will be the need projection applicable to the review.

RESPONSE:

Mid-Atlantic proposes to build an 80-bed facility TO RELOCATE 80 comprehensive care beds
that are in the Maryland Health Care Commission’s existing bed inventory. Therefore, Mid-
Atlantic is not seeking additional beds under the need methodology. The 80 beds to be used are
beds that were temporarily delicensed by the Johns Hopkins Bayview Medical Center (JHBMC)
on November 15, 2013, with an extension issued by the Commission. Mid-Atlantic signed a
Purchase and Sale Agreement with JHBMC on September 19, 2014 to acquire these 80 beds,
with the purchase contingent upon the issuance of a certificate of need to relocate the beds.
(See Exhibit D.)

Under current regulations (COMAR 10.24.01.03C(1), a nursing home may temporarily delicense
beds for up to one year by filing timely notice, and notifying the Commission at least 30 days

2 [1] Copies of all applicable State Health Plan chapters are available from the Commission and are available on the Commission’s
web site here:http://mhcc.maryland.gov/mhcc/pages/hcfs/hcfs shp/hefs shp
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before the end of the time period that it will take one of the actions permitted under COMAR
10.24.01.03C(5), which includes executing a binding contract to transfer ownership of the
previously licensed bed capacity, contingent on the filing within thirty (30) days of a letter of intent
to apply for CON approval (or other applicable level of Commission action pursuant to COMAR
10.24.01.03 and 10.24.01.04 if required) to relocate the bed capacity.® To meet this timing,
JHBMC requested, and was granted, a time extension to take one of the permitted actions, and
within that extended time limit entered into the sales agreement with Mid-Atlantic Health Care
Acquisitions, LLC, which assigned the agreement to Baltimore Nursing and Rehabilitation, LLC,
which filed a letter of intent dated December 15, 2014, and again on February 6, 2015, with the
Commission to construct a new CCF using the 80 beds to be purchased and relocated from
JHBMC to a new site on 300-306 W. Fayette St, in Baltimore City.

As a result, the Applicant is not proposing an increase to the number of licensed and certified
beds in Baltimore as a result of this application. The Applicant will address the need for these
beds in its response to COMAR 10.24.08.05.B(1), Bed need, on pages 26-30, infra.

Consistent with this allowance, Mid-Atlantic is not required to demonstrate need for these beds
under current bed need methodology or utilization targets.

(2) Medical Assistance Participation.

(a) Except for short-stay, hospital-based skilled nursing facilities required to meet .06B of
this Chapter, the Commission may approve a Certificate of Need for a nursing home
only for an applicant that participates, or proposes to participate, in the Medical
Assistance Program, and only if the applicant submits documentation or agrees to
submit documentation of a written Memorandum of Understanding with Medicaid to
maintain the proportion of Medicaid patient days required by .05A 2(b) of this Chapter.

(b) Each applicant shall agree to serve a proportion of Medicaid patient days that is at
least equal to the proportion of Medicaid patient days in all other nursing homes in the
jurisdiction or region, whichever is lower, calculated as the weighted mean minus
15.5% based on the most recent Maryland Long Term Care Survey data and Medicaid
Cost Reports available to the Commission as shown in the Supplement to COMAR
10.24.08: Statistical Data Tables, or in subsequent updates published in the Maryland
Register.

¥ COMAR 10.24.01.03C(5)(€). The other available optionsinclude the following:

(a) Apply to relicense the temporarily de-licensed bed capacity;

(b) Submit and receive the Executive Director’s approval of a specific plan for the re-licensure of the bed capacity
or facility, that: (i) imposes stated time frames by which steps toward the re-licensure of the bed capacity or
facility will be accomplished, or the bed capacity or facility will be deemed abandoned, and (ii) may be
revised upon a proposal by the owner or operator, with the approval of the Executive Director;

(c) File a letter of intent, followed within sixty (60) days by a Certificate of Need application (or request the
applicable level of Commission action pursuant to COMAR 10.24.01.03 and 10.24.01.04) for the relocation of
the bed capacity or facility, or for a capital expenditure deemed necessary to relicense the temporarily de-
licensed beds;

(d) Execute a binding contract to transfer ownership of the health care facility, if the requirements of COMAR
10.24.01.03.A are met; or

(f) Relinquish the bed capacity, or seek the appropriate Commission approval to delicense and permanently close
the health care facility.
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(c) An applicant shall agree to continue to admit Medicaid residents to maintain its
required level of participation when attained and have a written policy to this effect.

(d) Prior to licensure, an applicant shall execute a written Memorandum of Understanding
with the Medical Assistance Program of the Department of Health and Mental Hygiene
to:

()  Achieve or maintain the level of participation required by .05A 2(b) of this
Chapter; and

(i)  Admit residents whose primary source of payment on admission is Medicaid.
(i) An applicant may show evidence why this rule should not apply.

RESPONSE:

Restore Health agrees to serve the Medicaid patient population as required, and shall execute
the required MOU with the Medical Assistance Program of the Department of Health and Mental
Hygiene prior to licensure.

(3) Community-Based Services. An applicant shall demonstrate commitment to providing
community-based services and to minimizing the length of stay as appropriate for each resident

by:

(a) Providing information to every prospective resident about the existence of alternative
community-based services, including, but not limited to, Medicaid home and
community-based waiver programs and other initiatives to promote care in the most
appropriate settings;

(b) Initiating discharge planning on admission; and

(c) Permitting access to the facility for all “Olmstead” efforts approved by the Department
of Health and Mental Hygiene and the Department of Disabilities to provide education
and outreach for residents and their families regarding home and community-based
alternatives.

RESPONSE:

Consistent with its other facilities, Restore Health will provide information to all prospective
residents about the existence of alternative community-based services, including but not limited
to Medicaid home and community-based waiver programs, home care, medical day care,
assisted living and other initiatives to promote care in the most appropriate settings. Please see
Exhibit K for examples of such material distributed to prospective residents at other Mid-Atlantic
facilities.

Restore Health will initiate discharge planning on admission as part of its development of a care
plan. Mid-Atlantic’s has a strong track record of getting residents out of the facility and back into
the community safely as demonstrated by its hospital readmission rate of 15% across its facilities.
Upon admission, an interdisciplinary group that includes the Director of Nursing, the medical
directors, and department directors, reviews all patients demonstrating a change in status,
abnormal lab values, unstable status or patient/family concerns. In fact, Mid-Atlantic continues to
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follow residents after they leave the facility to insure they are getting the community based
services they require to remain healthy and independent.

Restore Health will permit access to all residents for the Olmstead efforts approved by the
Department of Health and Mental Hygiene to provide education and outreach for residents and
their families.

(4) Nonelderly Residents. An applicant shall address the needs of its nonelderly (<65 year
old) residents by:

(a) Training in the psychosocial problems facing nonelderly disabled residents; and

(b) Initiating discharge planning immediately following admission with the goal of limiting
each nonelderly resident’s stay to 90 days or less, whenever feasible, and voluntary
transfer to a more appropriate setting.

RESPONSE:

Short Stay Patients - The top two floors of Restore Health will be designed to serve short stay
patients of all adult ages. Non-elderly patients are expected to include the following patient
cohorts:

¢ Rehabilitation patients — The proposed facility will serve patients discharged from acute
care hospitals after injury, trauma, elective surgery, and similar reasons for hospitalization
who require active rehabilitation programs but do not need the resources of an acute care
hospital. As managed care plans, commercial insurers and ACOs are not constrained by
the 3 day hospital rule, the proposed facility may admit non-elderly patients after 1-2 day
stays in the hospital, and directly following outpatient surgery.

e Young adults with chronic neurologic conditions —There is a population of adults who have
been treated at Mount Washington Pediatric Hospital, and who continue to need periodic
treatments or “tune ups,” but who have “outgrown” this pediatric facility. The proposed
facility - - with its working relationship with University of Maryland faculty, and its specialty
capabilities - - will be well positioned to serve this patient population that is now of adult
age.

Restore Health will locate non-elderly patient in rooms approximate to one another as possible
and consistent with its sister facilities will provide staff with appropriate training. Consistent with
all residents, Restore Health will focus on developing discharge plans immediately upon
admission to help manage stays to less than 90 days.

(5) Appropriate Living Environment. An applicant shall provide to each resident an
appropriate living environment, including, but not limited to:

(&) In anew construction project:
(i) Develop rooms with no more than two beds for each patient room;
(i) Provide individual temperature controls for each patient room; and
(iii) Assure that no more than two residents share a toilet.
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(b) Inarenovation project:
() Reduce the number of patient rooms with more than_two residents per room;
(i) Provide individual temperature controls in renovated rooms; and
(iif) Reduce the number of patient rooms where more than two residents share a toilet.

(c) An applicant may show evidence as to why this standard should not be applied to the
applicant.

RESPONSE:

Restore Health will have 64 private rooms and 8 semi-private rooms (i.e., two beds). Each room
will have individual temperature controls and have its own private bathroom assuring that only
two residents will share a toilet.

(6) Public Water. Unless otherwise approved by the Commission and the Office of Health
Care Quality in accordance with COMAR 10.07.02.26, an applicant for a nursing home shall
demonstrate that its facility is, or will be, served by a public water system.

RESPONSE:
The location of the facility is within Baltimore City limits and is served by public water and sewer

systems.

(7) Facility and Unit Design. An applicant must identify the special care needs of the
resident population it serves or intends to serve and demonstrate that its proposed facility
and unit design features will best meet the needs of that population. This includes, but is
not limited to:

(a) Identification of the types of residents it proposes to serve and their diagnostic groups;

(b) Citation from the long term care literature, if available, on what types of design
features have been shown to best serve those types of residents;

(c) An applicant may show evidence as to how its proposed model, which is not otherwise
documented in the literature, will best serve the needs of the proposed resident
population.

RESPONSE:

Restore Health’s design is oriented toward treating a combination of (a) shorter stay patients that
otherwise might be served in a hospital and (b) more typical comprehensive care residents. This
facility will have a strong emphasis on rehabilitation and creating a restorative environment unlike
any other in Baltimore City; its design will create a hotel-like look and feel as opposed to a typical,
more institutional, nursing home environment. A working example of this type of facility is
MAHC'’s newly constructed Restore Health Facility (opened in March 2015) in Charles County.
This application includes pictures of that facility to provide a sense of the “look and feel” we are
seeking in this facility as well (see Ex. C).

The first floor of the Facility will include a dedicated entrance and lobby for the nursing facility.
This floor will also include the admissions office and administrative offices. There are three sets
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of elevators in the building including a service elevator so food delivery can be made from that
elevator as opposed to the more public elevators. We are installing a new stairwell to
accommodate the design and ensure safety.

In looking at the design plans, one will notice that floors 5 and 6 are comprised entirely of private
rooms. Floor 4 will have 16 private rooms as well bringing the total to 64 private rooms and 8
semi-private rooms. These private rooms vary in size, but are all larger than 320 square feet
providing ample space for the residents. Each room contains its own bathroom and shower
meaning no more than two residents will share a bathroom with shower. The 7" floor will contain
a 2,500 square foot state-of-the-art rehabilitation gym. This floor has large floor to ceiling
windows providing views of downtown Baltimore and will also have an outside patio on the roof to
allow residents to enjoy outside activities as well. We also have created an outside recreation
area on the fourth floor to allow residents on that floor to enjoy outside activities as well. The
design calls for a large skylight to be installed above the common area on floor 6 and for a large
window well to be created for floors four, five, and six to create a more cheerful, light and airy
environment for the residents.

Restore Health will be equipped with a WanderGuard monitoring system so that residents who
wander will not be able to leave the building without setting off an alarm. In addition, we are also
designing rooms to accommodate bariatric patients with oversized doors and specialized
equipment including specialized bariatric beds and mattresses and lift equipment to handle these
types of residents safely in a respectful manner. Mid-Atlantic is prepared to equip the facility with
the specialized equipment for dialysis (potentially at the bedside) and also a vent unit. We will
make the final determination based on discussions with our hospital partners, but each has
currently expressed a need for these services.

The Facility is analyzing utilizing “green” features and energy efficient mechanical systems.

Consistent with MAHC'’s other facilities, specific attention has been made to resident safety. The
facility has been designed to provide a safe environment for the residents, including the following:

e Proximity of Staff to residents
The nursing stations (one per floor) are located central to all the rooms in the facility so
that nurses and other staff can see all the resident rooms from each station. The activity
and dining areas are also located opposite to the nursing stations so that nurses can
observe residents while there as well.

e Standardization
While the rooms may be slightly different in shape each room will have common
equipment.

e Automation and Technology
MAHC is dedicated to using technology to make our nurses and other care staff more
proactive and productive. Restore Health will include a wireless infrastructure to enable
the use of an electronic medical record system allowing nurses to get information
efficiently at the point of care. Furthermore, the EMR will interface with Real Time Medical
Systems (see page 35 for additional discussion), which is a data mining tool used in
conjunction with the EMR to identify at risk patents and alerts our nurses when they
should intervene before a resident may have an adverse event. These technologies
allow for greater accuracy, efficiency and care for our residents.
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e Noise Reduction
The materials in the facility will be designed to reduce noise as much as possible to create
a safer, more restful and enjoyable resident experience.

e Resident Involvement in Care
Consistent with our philosophy, the proposed Facility will promote Resident and family
involvement in care whenever possible. The Facility is readily accessible using public
transportation and is located directly next door to a large public parking garage with an
exit just a few steps away from the entrance to allow resident families to visit their loved
one easily and safely. The Facility will hold routine care planning meetings with resident
and/or family participation. It will also create a resident council to solicit feedback from the
residents.

e Precarious Events
The entire facility will have sprinklers and the staff will be trained how to react quickly and
safely to all potential precarious events.

(8) Disclosure. An applicant shall disclose whether any of its principals have ever pled
guilty to, or been convicted of, a criminal offense in any way connected with the
ownership, development, or management of a health care facility.

RESPONSE:
None.

(9) Collaborative Relationships. An applicant shall demonstrate that it has established
collaborative relationships with other types of long term care providers to assure that each
resident has access to the entire long term care continuum.

RESPONSE:

Mid-Atlantic has begun to establish collaborative relationships with local providers. As illustrated
by the letter from Dr. Stephen Davis, Dr. Scott Rifkin, CEO of Mid-Atlantic is in active discussions
with the Department of Medicine in the School of Medicine at University of Maryland Medical
System, (see Ex. P), about integrating clinical pathways to advance the care of the patients and
promote new research opportunities to determine optimal care plans. In addition, once the facility
is open, the Facility expects to collaborate with the Local Area Office on Aging and other
community based providers, as follows:

Assisted Living

ABC Assisted Living 1 Esther's Place at the Park

All About Love Il Evergreen Valley Assisted Living
All together Network, INC Harry & Jeanette Weinberg Park
Almost Like Home Hawkin's Christian Care Home
Ambrozean Assisted Living Care Center Heavenly Grace Assisted Living #2
Angel's Cove Assisted Living JL Care Enterprises, Inc.

Betty's and Debbie's Family Place | Keswick Memory Care

Caritas House Assisted Living Lamplight Inn of Baltimore

Chelsea Manor Peregrine's Landing At Tudor Heights
Dorchester House Roland Park Place

Esther's Place at Montebello Rosemarie Manor I, LLC

Esther's Place at Pinewood Rosemarie Manor, LLC - Ashburton
Esther's Place at Strathmore Rosies Assisted Living

24

4832-6178-3074v10



Scotland Manor
Serenity Garden Manor
Serenity Manor
Specialized Home Care
Springwell Senior Living

Adult Day Care

A Caring Hand Medical MADC

Adult Medical Day Care of Overlea
Caring Hands ADC of Dundalk
Extended Family Adult Day Care
Golden Doves Senior Medical Day Citr.
Golden Pond Adult Day Program, Inc.
Happy Days Health Care Center
Keswick Multi-Care Center

Levels Medical Adult Day Care
Levindale Adult Day Services

LIFE Adult Medical Day Care Services

Home Health

Amedisys Home Health of Baltimore
Amedisys Home Health of Maryland
Amedisys Home Health of Westminster
Amedisys Home Health, Greater
Chesapeake

Bayada Nurses

Community Home Health of Maryland
Comprehensive Home Health Services
Gentiva Health Services

Home Health Connection, Inc.
HomeCall - Baltimore City

Hospice
Amedisys Hospice of Greater Chesapeake

Community Hospice of MD
Gilchrist Hospice

Heartland Hospice-Baltimore
Joseph Richey Hospice

St. John's Community

Sterling Hospitality

Symphony Manor Premier Assisted Living
and Memory

Victorian Inn, Inc.

Maryland Avenue Medical Day Care Center
Paradise Adult Medical Day Care Center
Phoenix Adult Medical Center

Providence Medical Adult Day Care, Inc.
Rainbow of Milbrook, LLC

Ravens Medical Adult Day Care

St. Ann Adult Day Services

The League for People with Disabilities
Today's Care and Family

Today's' Care & Family - Harford

HomeCare Maryland, LLC

Johns Hopkins Home Health Services
Johns Hopkins Pediatrics at Home

MedStar Health VNA - Baltimore

MedStar Health VNA - Calverton

P-B Health Home Care Agency, Inc.
Personal Touch Home Care Baltimore

PHR of Baltimore

Stella Maris, Inc.

Visiting Nurse Association of Maryland, LLC

Professional Healthcare Resources of
Baltimore Hospice (PHR Hospice)
Seasons Hospice

Stella Maris Inc.

B. New Construction or Expansion of Beds or Services. The Commission will review
proposals involving new construction or expansion of comprehensive care facility beds,
including replacement of an existing facility or existing beds, if new outside walls are
proposed, using the following standards in addition to .05A(1)-(9):

(1) Bed Need.

(&) An applicant for a facility involving new construction or expansion of beds or
services, using beds currently in the Commission’s inventory, must address in detail
the need for the beds to be developed in the proposed project by submitting data
including, but not limited to: demographic changes in the target population;
utilization trends for the past five years and expected changes in the next five years;
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and demonstrated unmet needs of the target population.

RESPONSE:
While Mid-Atlantic is not seeking additional beds, the project entails new construction. The need

for new construction is supported by the following data:

Nursing home volume for Baltimore City residents has increased considerably — Between 2009-
2013, the number of nursing home discharges for Baltimore City residents has continued to
increase as documented below:

TABLE K
Nursing Home Utilization, Baltimore City Residents

2009-2013
2009 2010 2011 2012 2013
# Discharges, Age 0-65 2,579 2,720 2,781 3,049 3,042
# Discharges, Age 65+ 6,045 6,061 6,377 6,751 6,795
# Discharges, All Ages 8,624 8,781 9,158 9,800 9,837
% Annual = 1.8% 4.3% 7.0% 0.4%
% Change, 2009-2013 14.1%

Source: Long Term Care Minimum Data Set

Volumes at Baltimore City nursing homes are beginning to level — While the total number of
patient days at Baltimore City nursing homes declined between Years 2009-2013, this four year
decline has begun to moderate, and expectations are that post-acute days will increase, (see
factors described below).

TABLE L
Utilization of Nursing Homes in Baltimore City

2009-2013
Baltimore City 2009 2010 2011 2012 2013
Number of Patient Days 1,352,973 1,344,660 1,292,957 1,248,305 1,212,988
Average Daily Census 3,707 3,684 3,542 3,411 3,323
9% Annual - -0.614% -3.845% -3.453% -2.829%
% Change, 2009-2013 -10.3 %

Source: Medicaid Cost Reports

The elderly population in Baltimore City is growing — While the total population in Baltimore City
is projected to remain relatively flat, the elderly population is projected to grow, resulting in an
8% increase in the elderly population between the years 2013-2020, and a 17% increase by the
Year 2025.
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TABLE M
Baltimore City Population
Historical and Projected, 2009-2025

Actual Projected
Baltimore City 2009 2010 2011 2012 2013 2020 2025
0-64 Years 547,853 | 548,394 | 548,401 | 548,709 | 546,682 | 552,808 | 555,416
65-74 Years 38,442 38,590 38,781 40,442 42,155 49,379 53,257
75-84 Years 24,206 23,821 23,330 22,679 22,571 22,194 25,963
85+ Years 10,008 10,405 10,475 10,587 10,696 9,711 9,362
TOTAL 620,509 | 621,210 | 620,987 | 622,417 | 622,104 | 634,092 | 643,998
65+ Years 72,656 72,816 72,586 73,708 75,422 81,284 88,582
Annual %
Change 2009 2010 2011 2012 2013 2020 2025
0-64 Years - 0.10% 0.00% 0.06% | -0.37% 0.16% 0.09%
65-74 Years - 0.38% 0.49% 4.28% 4.24% 2.29% 1.52%
75-84 Years - -1.59% | -2.06% | -2.79% | -0.48% | -0.24% 3.19%
85+ Years - 3.97% 0.67% 1.07% 1.03% | -1.37% -0.73%
TOTAL - 0.11% | -0.04% 0.23% | -0.05% 0.27% 0.31%
65+ Years,
Annual Change - 0.22% | -0.32% 1.55% 2.33% 1.08% 1.73%
65+ Years,
Change 2013-
2020 7.8%
65+ Years,
Change 2013-
2025 17.4%

Source: Maryland Department of Planning

The proposed facility will provide services, staff capabilities, and facility design that are not
generally offered by area nursing homes but are reported to be needed by area hospitals—
While some capacity may exist at area nursing homes, this capacity does not meet the demand
for distinct services, accommodations, and acuity levels reported to be needed by area
hospitals. This patient volume represents demand for nursing home care that is not being
met currently, and is therefore not reflected in utilization trends and occupancy statistics
for long term care. In other words, there is bed need that is not reflected in current occupancy
statistics.

The proposed facility will be designed to meet much of this demand by accommodating the
patient populations who require the following:

o Dialysis
o Only a limited number of facilities in Baltimore City accept patients who require
dialysis, and oftentimes these facilities are operating at capacity and cannot
accept additional dialysis patients. The result is that dialysis patients ready for
discharge remain in the acute care setting awaiting placement. Therefore, the
documented number of nursing home days understates the demand for CCF
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beds. Case managers at UMMC and UM Midtown indicate there can be 2-3
dialysis patients in the acute care hospital at one time who are awaiting
placement in a nursing home.

o Case managers at UMMC note that capacity is even more limited for patients on
ventilators who also require dialysis. Restore Health will be equipped to accept
these patients.

e Medical monitoring after acute cardiac episode

0 Reportedly, clinicians are often uneasy about discharging cardiac patients from
the acute care setting due to concerns about the level of attention and monitoring
that is provided at area nursing homes. The result is that length of stay in the
acute care hospital is extended for these patients when, in fact, a lower
acuity/lower cost setting could meet the patient’s needs. These patient days are
not reflected in nursing home days reported for Baltimore City facilities.

e Patients with Left Ventricular Assisted Device (LVAD)

0 Rehabilitation care for these patients is generally not provided in most nursing
homes because of the special equipment and skill set required to monitor these
patients. While this cohort represents a relatively small number of patients, this
volume is expected to grow with an accompanying increase in CCF patient days.
Currently, this demand for CCF beds is not fully reflected in the CCF bed days
documented.

e Accommodations for bariatric patients

o Only a limited number of nursing homes provide the equipment to accommodate
this patient population, and several nursing homes reportedly “cap” the number
of bariatric patients that can be served at any one time. As a result, bariatric
patients who require nursing home placement may wait in the hospital for
days/weeks until placement can be arranged. This demand is not fully reflected
in CCF beds days currently reported.

Restore Health will be constructed with the staffing, the physical space, and the design features
to accommodate these patient populations. This will translate into a reduction in acute care days
and an increase in nursing home utilization, as Restore Health meets a need that is not
currently served by area nursing homes.

The working partnerships between Mid-Atlantic and the University of Maryland Medical System
is expected to result in an increase in referral volume to the post-acute setting — In CY2014,
more than 400 nursing home placements per month were arranged from the University of
Maryland Medical Center and approximately 50 nursing home placements per month arranged
from the UM Midtown Campus. With the working partnership in place, the number of referrals to
this new state-of-the-art facility is expected to grow as a function of the following:

e Opportunity for clinicians to maintain their role as primary physician in this local facility
Opportunity for faculty to extend teaching and research activity to this setting

e Opportunity to leverage this new facility for post-acute care in order to reduce acute care
length of stay, assure effective restoration/rehabilitation, and lower the total costs of care
(see below)

Use rates for nursing home care are expected to grow considerably under new payment models
- Under GBR contracts in place for all Maryland acute care hospitals, under bundled payment
contracts, and under other risk-based payment models, the demand for lower cost service
settings is expected to grow considerably. Already, many Maryland hospitals have begun to
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build closer working relationships with local nursing homes to reduce readmissions, and many
more hospitals are expected to work toward leveraging the resources of nursing homes to
maximize effective utilization of the post-acute setting. Indeed, several hospitals have invested
heavily in care transition specialists, nurse practitioners based in nursing homes, additional
physician support to nursing homes, and structured communications/reporting systems, all of
which forecast increased utilization of nursing home capacity.

Waiver of the 3 day hospital stay rule is expected to result in further growth in referral volume
from area hospitals and direct admissions from the community — Already, CMS has waived the
3 day rule for the Medicare Pioneer ACO programs as well as for CMS-sponsored bundled
payment contracts. CMS is expected to extend this waiver to other demonstration models,
including Maryland’s Demonstration Model. This would provide increased flexibility to utilize the
nursing home setting in place of hospital care for patients currently treated in an observation
setting, and would result in increased demand for nursing home beds to provide the following
care:

e Transfer of patients after 1-2 days stabilization in acute care
e Transfer of patients stabilized in the Emergency Room or Observation Unit

Case workers from UMMC suggest that waiver of the 3 day hospital stay would be expected to
result in at least 20-25 additional referrals per month from the acute care service and
emergency room. This represents only one of several referring hospitals to the proposed
facility, and represents the impact on only one nursing home facility; the projected increase in
demand would affect virtually all nursing homes in the state. Therefore, the demand for beds
would be expected to increase and occupancy rates would be expected to rise considerably
across the state.

Demand for direct admission of patients from the community for symptom management, pain
control, and palliative care is expected to increase — The proposed facility will be equipped to
provide this valuable service in a high quality, low cost service setting. This service will be
provided in the upper floors of the new facility.

Statement of need: Summary
#1 Baltimore City requires additional nursing home capacity to serve dialysis patients.

Reports indicate that hospital patients requiring dialysis currently experience long delays until
placement can be arranged; there is limited capacity at area nursing homes.

#2: The State of Maryland requires post-acute providers who operate settings that work
closely with acute care hospitals and are effective at reducing Maryland’s readmission
rate. Clinicians at hospitals in the West Baltimore area — striving toward more effective
care management — should be supported with a progressive, state of the art nursing
home in close proximity to the hospital.

Reducing readmission rates will be critical to Maryland’s successful performance under the new
model agreement with CMS. Mid-Atlantic invests heavily in prevention and early intervention,
and has a successful track record of low readmission rates at its nursing homes. Mid-Atlantic
also operates with effective protocols and communications systems with managing physicians
to minimize the need for transfers to the acute hospital.

29

4832-6178-3074v10



Finally, Mid-Atlantic encourages local physicians to continue managing the care of patients in
the nursing home. This model promotes smooth care transitions and strengthens continuity of
care for patients.

#3: Baltimore City requires a nursing home setting that can serve patients with more
complex medical needs and that can provide the ability for “step up” care when
necessary. This will permit earlier discharge from the hospital and minimize the need to
transfer patients to the acute care hospital.

The UMMC and UM Midtown together account for more than 5,000 nursing home and
rehabilitation placements per year, but many more patients could be discharged from the acute
care setting earlier if the post-acute setting could provide staff with cardiac care training and the
capacity for “step up care”. These capabilities will also minimize the need to transfer patients
from nursing homes to the acute care hospital. This will improve the quality of care to patients,
reduce the disruption and disorientation that results from hospitalizations, reduce readmission
rates, and improve Maryland’s performance on the new model agreement with CMS.

#4: Baltimore City requires a nursing home that is positioned to meet the future demand
for direct admissions and admissions of patients after a one to two day acute care stay.

This requires the facility design, equipment planning, and staffing models, to provide more
treatment protocols and provide palliative care/symptom management. In this context, the
successful nursing home provider must also demonstrate collaborative relationships with
hospital clinicians and a track record of low readmission rates.

#5: Residents of West Baltimore should be provided with more alternatives for post-
acute care in their local community, and clinicians at hospitals in the West Baltimore
area — striving toward more effective care management — should be supported with a
progressive, state of the art nursing home in close proximity to the hospital, that will
encourage continuity of care.

e The majority of nursing homes in the West Baltimore area are operating at above 90%
occupancy. Residents of this community should be provided with more choices for high
guality post-acute care and more alternatives that are in close proximity to where
families reside.

e Mid-Atlantic has always encouraged continuity of care by allowing hospital-based
physicians and clinicians from the community to maintain the care management role in
the nursing home.

#6: The State of Maryland should support a new facility that can serve as a teaching and
research site for progressive, state-of-the-art care for Geriatric Medicine.

Geriatric Medicine will be an increasingly critical area of study, and a strong local training
program can elevate the quality of care and influence newly-trained physicians to remain in
Maryland for practice.

(b) For arelocation of existing comprehensive care facility beds, an applicant must
demonstrate need for the beds at the new site, including, but not limited to:
demonstrated unmet needs; utilization trends for the past five years and expected
changes in the next five years; and how access to, and/or quality of, needed services
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will be improved.

RESPONSE:
Mid-Atlantic intends to relocate the 80 beds it acquired to a location that will be:

More responsive to the unmet needs in West Baltimore

Directly supportive of new care management models at the two local UMMS hospitals in
the West Baltimore community, and

Positioned to maximize the resources at the University of Maryland Medical System, with
whom Mid-Atlantic expects to work closely

The rationale and evidence for relocating these beds to the proposed site, in addition to the
discussion in response to sub-section (a) above, is provided below:

The proposed location will support more effective use of currently licensed bed capacity
— Historical data documents an occupancy rate for these 80 beds, when located at the
Johns Hopkins Bayview site, of 62% for an average daily census of 50. Mid-Atlantic
expects to operate these beds at 90-95% occupancy (based on the factors described
below) thereby supporting the relocation plan.

The proposed location will provide proximity to three hospitals that demonstrate some of
the highest demand for post-acute placements of complex patients — The proposed site
will operate within 0.3 miles of the University of Maryland Medical Center, within 1 mile
of the University of Maryland Midtown Campus, and within 2 miles of Bon Secours
Hospital. In CY2014, these three hospitals together accounted for more than 5,000
placements to post-acute facilities. In addition, the patient populations at these hospitals
are noted for very high rates of chronic disease and high rates of comorbidities; these
patients are ones who could benefit considerably from extended stays in a post-acute
setting to support self-care/family management before transitioning home.
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EXHIBIT L - MAP

Source: http://www.usnaviguide.com/zip.htm

The proposed location provides the opportunity to elevate the level of care and treatment
capabilities in the West Baltimore region through working relationships with University of
Maryland Medical System - Geographic proximity to the University campus will support a
program partnership for medical management, teaching, and research.

The proposed location will respond to access needs in the West Baltimore community —
Several area nursing homes are operating at 90%+ occupancy, and many patients must
be transferred to nursing homes outside their community, reflecting the limited choices
available for West Baltimore residents. The proposed facility will provide West Baltimore
residents with greater access to a local service site and more alternatives for post-acute
care.

The proposed facility will expand options for post-acute care in Baltimore City and build
capacity for integrated delivery systems - The proposed facility will provide Baltimore
residents with a new alternative for post-acute care, offered by a post-acute provider
with an established track record of success and a readiness to participate in new
payment models and quality-based performance

How will quality be improved?

Mid-Atlantic currently owns and operates 18 nursing homes and serves almost 3,200 residents
across Maryland, Pennsylvania, and Delaware, and will bring to this new facility its experience
and its care redesign initiatives, experience that promises quality improvement and increased
patient satisfaction. Examples of care redesign and quality improvement initiatives include the
following:
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Care transitions — The “Nurse Liaison” program is designed to assure that referrals to
Mid-Atlantic’s nursing homes are appropriate and to assure that complete information
exchange occurs at the point of transfer. With this in place, the nursing home is more
immediately equipped to respond to patient needs, complication rates are reduced, and
adverse events are minimized. This program also aims to conduct close discussion with
patients and family members at the point of transition. Advanced directives are properly
prepared and patient and family preferences/wishes around palliative care/end-of-life
care are better communicated.

Patient assessment — An RN conducts an assessment of every new patient within 24
hours of admission. This promotes safety, reassures patients, and minimizes
complications associated with patient transfer.

Increased surveillance/prevention with a Nurse Practitioner model — Nurse practitioners
routinely round on high risk patients, and provide interim patient assessments between
scheduled physician visits.

Care redesign in the nursing home— Mid-Atlantic has introduced the “Stop and Watch”
program which assigns CNAs increased responsibility for early detection and reporting
of problems. In this model, CNAs are assigned to watch for subtle changes such as
dehydration and nutrition problems, to document observations on a formal reporting
form, and to submit this report to an RN or LPN for attention and direct response. This
care redesign model assigns responsibility for observation/patient monitoring with the
care provider who spends the most time with the patient and equips the CNA with tools
to sharpen his/her diagnostic skills, and empowers the CNA to call for immediate
attention to a concern.

Treatment and restoration: (1) All of Mid-Atlantic’s facilities provide rehabilitation
services seven days per week, a notable distinction among nursing homes. Mid-Atlantic
invests heavily in rehabilitation equipment: Its facilities typically include a modality suite
to provide adjunct therapies to the traditional modes of therapy and speed up healing.
(2) Each of Mid-Atlantic’s facilities typically develops a “specialty niche rehab program,”
in response to the needs of the local community. These programs include specialty fall
programs, specialty dialysis programs, specialty neurologic programs, and specialty
cardiac programs. The proposed facility will feature similar programs. By way of
illustration:

0 Specialty dialysis program — This program is designed to customize the
rehabilitation program schedule in response to the patient’s treatment schedule
and energy levels. Oftentimes, patients are so fatigued by dialysis that they must
miss therapy sessions. Mid-Atlantic schedules special rehabilitation session to
stagger treatments and even provide evening therapy sessions to respond to
patient need.

o0 Cardiac program (expected to operate at Restore Health) — Restore Health will
provide a team of nurses with advanced cardiac care training to care for patients
discharged with more complex CHF-related diagnoses, and to respond to episodic
needs of the general CHF patient population. Clinical capabilities and dedicated
space will allow consolidation of CHF patients, and protocols will be designed to
extend the protocols begun in the hospital; this will ensure that post-acute
protocols are consistent with the hospital treatment plan, and that criteria for
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transfer to the acute care facility are jointly defined to ensure that post-acute
protocols are consistent with the hospital treatment plan and that criteria for
transfer to the acute care facility are jointly defined. In addition, this nursing team
is expected to meet some of the urgent care needs of patients who are currently
transferred to the ER.

0 LVAD (Left Ventricular Assist Device) - Patients with this device are typically very
weak and very deconditioned. Care for these patients requires specialized training
and monitoring equipment. Mid-Atlantic is prepared to set up just such a “sub unit”
(as it has in other facilities) as volume materializes.

o Vent unit — Mid-Atlantic serves patients on ventilators at a number of its facilities
including the facility in Berlin, Maryland, and expects to expand this unit. The unit
in Berlin serves a number of short term patients on weaning protocols, and
outcomes are excellent. This facility is in the process of developing the capacity
for bedside dialysis for patients on ventilators.

e Improving information exchange and decision-making — As nurses identify concerns,
they use a checklist to compile all relevant clinical information before calling the
physician to discuss the need for possible hospital transfer. This avoids the unnecessary
hospitalizations that may be due to incomplete profiles/lack of information, rather than
clinical necessity. This protocol represents one of several protocols in place that has
helped reduce readmissions.

e Prevention and monitoring: Early respiratory therapy treatment — Mid-Atlantic provides
in-house respiratory therapists (7 days/week) to conduct daily rounds on all patients with
respiratory problems, provide regular staff training focused on assessment of pulmonary
function / early detection of problems, and promote early management of problems
detected (e.g. COPD-related flare up). Early detection of problems helps minimize the
number of serious complications. Nurse training and skills upgrading to manage episodic
needs are expected to reduce the number of ER visits and hospitalizations

e Structured approach to readmission reduction — Each day, an interdisciplinary group that
includes the Director of Nursing, the medical directors, and department directors,
reviews all patients demonstrating a change in status, abnormal lab values, unstable
status or patient/family concerns. In addition, this group reviews every unplanned
transfer to a hospital to consider what factors led to transfer, how the case was
managed, and what opportunities there may have been for alternative management;
every unplanned transfer to a hospital is review by this group to provide steady focus
and ongoing progress to reduce unnecessary admissions. A retrospective analysis also
occurs: The Senior Director of Transitional Care compiles a Quality Assurance tool for
this effort, producing routine reports on readmission patterns, by unit, by shift, by
physician, by diagnosis. These retrospective analyses identify specific opportunities for
improvement and provide the hard data with which to design targeted initiative for care
improvement.

e Training and education — “Assessment training” operates at Mid-Atlantic’s facilities to
establish exactly what skills nurses have mastered and to structure scenarios and
clinical variables to which nurses must respond. Increasing emphasis has been placed
on early detection, and nursing personnel now utilize checklists for patient assessments
to sharpen diagnostic assessments and assure thorough evaluation.
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e Step Up™ Unit — Step Up™ Units are specific units within a Mid-Atlantic facility where
patients are temporarily placed to receive higher level observation and assessment by a
more advanced and trained team including nurse practitioners, registered nurses and
practitioners. These residents are typically experiencing an acute onset of a change in
condition that may otherwise require then to be readmitted to the hospital. Once they
are stabilized, they can return to a more standard level of care.

e Focus on progress and transition to home — As early as Week 1, therapists meet with
the patient and family members to assess any issues that must be addressed for a
successful transition to home. Therapists focus on what training, accommodations and
service supports are required for patients to be safe and for caregivers to be well-
trained.

e Real Time Medical Systems (“RTMS”) — This sophisticated electronic records system
generates relevant and real-time data to support successful care management. This
electronic system receives hourly data feed from the electronic medical record of nursing
home patients, summarizes and analyzes this data, and provides daily reports about
abnormal test results, exceptions, and patient variability to clinical staff who can then
respond directly. In this way, clinical staff can prevent minor problems from escalating
and minimize the number of ER/hospitalizations. RTMS represents a dramatic advance
in care management for the long term care arena, and produces consolidated reports on
a daily basis to alert nursing staff of possible concerns/gaps/exceptions. Patients can be
identified in distinct clinical cohorts (e.g. orthopedics), by physician, by specific
contracting initiatives, or by specific interventions to allow comparative evaluations to be
made across clinical cohorts and/or across intervention types.

A set of initiatives focused on the transition from nursing home to home will also be
implemented to improve quality:

e Patient education and self-management — Patient education and self-management skills
are explicitly incorporated into the careplan during the nursing home stay. This includes
review of the medication regimen, coaching for ongoing therapy, and discussion about
early detection.

e Almost Home Program- In preparation for discharge from the facility, a team member
will: (1) Review medication, therapy, and diet in context of the patient’s normal daily
routine, and restructure the daily schedule, as appropriate (2) Conduct a home visit and
evaluate the patient’s home setting to recommend adaptations (3) Conduct a “teach
back” with the patient around medication, diet, and treatment instructions; include patient
“mimicking” of normal home activities to demonstrate readiness for discharge

e Post-discharge communications — A nurse calls the patient within 24 hours of patient’s
return home, with calls again on Day 3, Day 7, and Day 30 post-discharge to assess
compliance and ongoing needs. The patient is also assured of on-call telephone
availability of a nurse.

Expectations are that the combined effect of these initiatives will be to reduce complications
associated with poor compliance, reduce ER visits/rehospitalizations, and heighten patient and
family satisfaction.
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(2) Facility Occupancy.

(a) The Commission may approve a nursing home for expansion only if all of its beds
are licensed and available for use, and it has been operating at 90 percent or higher,
average occupancy for the most recent consecutive 24 months.

(b) An applicant may show evidence why this rule should not apply.

RESPONSE:
N/A

(3) Jurisdictional Occupancy.

(a) The Commission may approve a CON application for a new nursing home only if the
average jurisdictional occupancy for all nursing homes in that jurisdiction equals or
exceeds a 90 percent occupancy level for at least the most recent 12 month period,
as shown in the Medicaid Cost Reports for the latest fiscal year, or the latest
Maryland Long Term Care Survey, if no Medicaid Cost Report is filed. Each
December, the Commission will issue a report on nursing home occupancy.

(b) An applicant may show evidence why this rule should not apply.

RESPONSE:

(a) CY2013 occupancy statistics at nursing homes in Baltimore City are presented in Table
M below.
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Table N
Baltimore City Nursing Homes Occupancy Statistics
Calendar Year 2013

Facility Name Total Days Number of Beds ? Occupancy %

Keswick Multi-Care Center_ Inc. 83,123 242 94.1%
Frankford Nursing and Rehabilitation Center 71,822 225 87.5%
Levindale Hebrew Geriatric Center & Hospital_ Inc. 72,693 210 94.8%
FutureCare Irvington_ LLC 67,754 200 92.8%
FutureCare — Lochearn 69,320 200 95.0%
St. Elizabeth Rehabilitation and Nursing Center 55,811 162 94.4%
FutureCare - Canton Harbor 55,639 160 95.3%
Overlea Health and Rehabilitation Center 43,580 150 79.6%
FutureCare - Sandtown Winchester 48,759 148 92.1%
FutureCare — Homewood 47,994 148 88.8%
Good Samaritan Nursing Center 44,191 146 82.9%
Fayette Health and Rehabilitation Center 46,628 145 88.1%
Caton Manor 45,908 140 89.8%
FutureCare - Cold Spring 40,501 137 86.8%
Long Green Center 41,620 135 84.5%
Blue Point Nursing and Rehabilitation Center 43,334 135 87.9%
Manor Care - Roland Park MD_ LLC 41,026 120 93.7%
Rock Glen Nursing and Rehabilitation Center 37,693 120 86.1%
Homewood Center 32,394 112 79.2%
Perring Parkway Center 33,424 110 83.2%
Futurecare - Charles Village_ LLC 34,428 109 87.2%
Alice Manor 35,026 105 91.4%
BridgePark Healthcare Center 27,399 94 79.0%
Northwest Nursing and Rehabilitation Center 30,046 91 90.5%
Arlington West Nursing and Rehabilitation Center 25,236 82 84.3%
The Green House Residences at Stadium Place 12,880 49 72.0%
The Villa 9,007 30 82.3%
Maryland Baptist Aged Home 8,897 29 84.1%
Crawford Retreat_ Inc. 6,855 20 93.9%
Total 1,212,988 3,754 88.8%

Source: Medicaid Cost Reports

(b) In context of the proposed project, it is critical to note that while the overall
occupancy rate for all Baltimore City facilities in CY 2013 was 89%, the occupancy rates at
facilities in the vicinity of the proposed facility is notably higher. Three of the seven facilities
currently operating in the immediate area have been consistently operating at above 90%
occupancy, and six of the seven facilities operated at above 87% occupancy in each of the last
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5 years.

(© Finally, the provision related to jurisdictional occupancy appears to be aimed at
new facilities proposing a bed increase, which is not the case here, and the applicant believes
this standard is not applicable to this Project.

Table O
Occupancy Trend of Nursing Homes Near Proposed Location
2009 - 2013
Occupancy %
Facility Name 2009 2010 2011 2012 2013
FutureCare - Canton Harbor 90.9% 93.2% 94.8% 94.5% 95.3%
Crawford Retreat_ Inc. 94.4% 94.6% 98.5% 97.9% 93.9%
FutureCare - Sandtown Winchester 94.4% 92.7% 90.9% 91.6% 92.1%
FutureCare — Homewood 92.0% 91.5% 91.4% 89.4% 88.8%
Fayette Health and Rehabilitation Center 82.1% 87.3% 89.7% 84.9% 88.1%
Futurecare - Charles Village_ LLC 92.2% 90.8% 89.6% 89.6% 87.2%
Maryland Baptist Aged Home 89.0% 88.3% 75.4% 87.0% 84.1%
Ravenwood Nursing & Rehab Center 80.6% 74.6% 63.9% - -
Total 87.9% 88.4% 86.5% 90.2% 90.4%

Source: Medicaid Cost Reports

(4) Medical Assistance Program Participation.

(&) An applicant for a new nursing home must agree in writing to serve a proportion of
Medicaid residents consistent with .05A 2(b) of this Chapter.

(b) An applicant for new comprehensive care facility beds has three years during which
to achieve the applicable proportion of Medicaid participation from the time the
facility is licensed, and must show a good faith effort and reasonable progress
toward achieving this goal in years one and two of its operation.

(c) An applicant for nursing home expansion must demonstrate either that it has a
current Memorandum of Understanding (MOU) with the Medical Assistance Program
or that it will sign an MOU as a condition of its Certificate of Need.

(d) An applicant for nursing home expansion or replacement of an existing facility must
modify its MOU upon expansion or replacement of its facility to encompass all of the
nursing home beds in the expanded facility, and to include a Medicaid percentage
that reflects the most recent Medicaid participation rate.

(e) An applicant may show evidence as to why this standard should not be applied to the
applicant.
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RESPONSE:
The Applicant has responded that it will comply with these requirements.

(5) Quality. An applicant for expansion of an existing facility must demonstrate that it
has no outstanding Level G or higher deficiencies, and that it maintains a demonstrated
program of quality assurance.

RESPONSE:
N/A. The Project involved new construction to house beds to be relocated from JHBMC.

(6) Location. An applicant for the relocation of a facility shall quantitatively demonstrate
how the new site will allow the applicant to better serve residents than its present
location.

RESPONSE:
See the response to 10.24.08.05C(1)(a) and (b) supra.

C. Renovation of Facility. The Commission will review projects involving renovation of
comprehensive care facilities using the following standards in addition to .05A(1)-(9).

(1) Bed Status. The number of beds authorized to the facility is the current number of
beds shown in the Commission’s inventory as authorized to the facility, provided:

(a) That the right to operate the facility, or the beds authorized to the facility, remains in
good standing; and

(b) That the facility provides documentation that it has no outstanding Level G or higher
deficiency reported by the Office of Health Care Quality.

(2) Medical Assistance Program Participation. An applicant for a Certificate of Need for
renovation of an existing facility:

(a) Shall participate in the Medicaid Program;

(b) May show evidence as to why its level of participation should be lower than that
required in .05A2(b) of this Chapter because the facility has programs that focus on
discharging residents to community-based programs or an innovative nursing home
model of care;

(c) Shall present a plan that details how the facility will increase its level of participation
if its current and proposed levels of participation are below those required in .05A2(b)
of this Chapter; and

(d) Shall agree to accept residents who are Medicaid-eligible upon admission

(3) Physical Plant. An applicant must demonstrate how the renovation of the facility will
improve the quality of care for residents in the renovated facility, and, if applicable will
eliminate or reduce life safety code waivers from the Office of Health Care Quality and
the State Fire Marshall's Office.
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RESPONSE:
The Applicant has responded in its response to New Construction on pages 26-34.

10.24.01.08G(3)(b). Need.

The Commission shall consider the applicable need analysis in the State Health Plan. If
no State Health Plan need analysis is applicable, the Commission shall consider whether
the applicant has demonstrated unmet needs of the population to be served, and
established that the proposed project meets those needs.

INSTRUCTIONS: Fully address the way in which the proposed project is consistent with any
specific applicable need standard or need projection methodology in the State Health Plan.

If the current bed need projection published by the MHCC based on the need formula in the
State Health Plan does not project a need for all of the beds proposed, the applicant should
identify the need that will be addressed by the proposed project by quantifying the need for all
facility and service capacity proposed for development, relocation or renovation in the project.

If the project involves modernization of an existing facility through renovation and/or expansion,
provide a detailed explanation of why such modernization is needed by the service area
population of the nursing home. ldentify and discuss relevant building or life safety code issues,
age of physical plant issues, or standard of care issues that support the need for the proposed
modernization.

Please assure that all sources of information used in the need analysis are identified and
identify all the assumptions made in the need analysis with respect to demand for services, the
projected utilization rate(s), and the relevant population considered in the analysis with
information that supports the validity of these assumptions. The existing and/or intended
service area population of the applicant should be clearly defined.

Complete the Statistical Projection (Tables D and E, as applicable) worksheets in the CON
Table Package, as required. Instructions are provided in the cover sheet of the CON package.
Table D must be completed if the applicant is an existing facility. Table E must be completed if
the application is for a new facility or service or if it is requested by MHCC staff.

RESPONSE:
Statement of Need and Supporting Evidence

#1 Baltimore City requires a nursing home with capacity to serve dialysis patients and
capacity to serve bariatric patients.

Reports indicate that hospital patients requiring dialysis currently experience long delays until

placement can be arranged; there is limited capacity at area nursing homes. Similarly, only a

limited number of nursing homes are equipped to accept bariatric patients; these patients also
may wait days or weeks in the acute care hospital until placement can be arranged.

Caseworkers at the UMMC and UM Midtown Campus report that on many days, there are
hospital patients ready for discharge, but await transfer to a nursing home that can provide
dialysis; post-acute capacity for this care is extremely limited.

e The proposed facility will provide dialysis, and will also provide care to patients on
ventilators who require dialysis. This responds directly to the severe need described by
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UMMC/UM Midtown case managers who indicate that nursing home capacity for these
patients is severely limited.

#2: Baltimore City requires a nursing home setting that can serve patients with more
complex medical needs and that can provide the ability for “step up” care when
necessary to permit earlier discharge from the hospital and minimize the need to transfer
patients to the acute care hospital.

The UMMC and UM Midtown together account for more than 5,000 nursing home and
rehabilitation placements per year, but many patients could be discharged from the acute care
setting earlier if the post-acute setting could provide staff with cardiac care training and the
capacity for “step up care” (described more fully at page 34). Case managers estimate that
more than 100 patients per year might be discharged earlier if higher level capabilities and
distinct service components were provided by the nursing home setting.

These capabilities will be provided at Restore Health, consistent with the level of care provided
at its other nursing homes. Clinicians at area hospitals will be familiarized with the step up unit
expected to operate at Restore Health, and Mid-Atlantic will establish the communications
systems and protocols to respond to the requests of clinicians at the acute care hospital. The
staff capabilities, the step-up unit, and the collaborative relationships will assure patients and
their families of high quality care, and will minimize the need to transfer patients back to the
acute care hospital; this will improve the quality of care to patients, reduce the disruption and
disorientation that results from hospitalizations, reduce readmission rates, and improve
Maryland’s performance on the waiver.

#3:. The State of Maryland requires post-acute providers who will help reduce Maryland’s
readmission rate. Clinicians at hospitals in the West Baltimore area - - striving toward
more effective care management - -should be supported with a progressive, state of the
art nursing home in close proximity to the hospital.

This will be critical to Maryland’s successful performance under the waiver. Mid-Atlantic invests
heavily in clinical staff and reporting mechanisms to closely monitor patient conditions and
quickly mobilize resources to respond to concerns while patients ar in the nursing home.
Experience at Mid-Atlantic’s facilities in Maryland, Pennsylvania, and Delaware demonstrates
relatively low readmission rates, reflecting strong medical management, steady rounding and
monitoring by nurse practitioners, and structured assessments by nursing assistants, and
response teams when a concern is identified.

Evidence from Mid-Atlantic’s nursing homes documents the following readmission rates:

Overall readmission rates CY2014

¢ Maryland nursing homes (9 facilities) = 15%

e Pennsylvania nursing homes (8 facilities) = 15%
o Delaware nursing homes (1 facility) = 14%

Worth noting is the steady decline in readmission rates that Mid-Atlantic has achieved after
taking ownership of facilities.

Overall readmission rates CY2012-2014
Maryland nursing homes, 2012 = 17%
Maryland nursing homes, 2014 = 15%
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Pennsylvania nursing homes, 2012 = 22%
Pennsylvania nursing homes, 2014 = 15%

Delaware nursing homes, 2012 = 20%
Delaware nursing homes, 2014 = 14%

Although Maryland does not currently publish readmission rates from Maryland CCFs, Exhibit
M contains a study prepared by the Office of Inspector General, which cites a 25% national
admission rate for nursing home patients, and a Maryland-specific rate of 25.3%. Mid-Atlantic’s
admission rate of 15% or lower compares very favorably and represents a very substantial
potential for reduction in avoidable hospital utilization.

Mid-Atlantic participates in bundled payment innovation projects with several of its nursing
homes in Pennsylvania, and this has provided further experience with managing clinical
conditions in the nursing home setting and reducing readmission rates. Mid-Atlantic awaits the
opportunity to participate in bundled payment projects in Maryland once these projects are
permitted by CMS.

#4:. Baltimore City requires a nursing home that is positioned to meet the future demand
for direct admissions and admissions of patients after a 1-2 day acute care stay.

This requires the facility design, equipment planning, and staffing models to respond to more
treatment requirements, transport issues, and palliative care/symptom management.

In this context, the successful nursing home provider must also demonstrate collaborative
relationships with hospital clinicians and a track record of low readmission rates.

The value-added of a nursing home equipped to serve this function includes the following:
Patient care will be delivered in a lower cost setting

Patient transfers will be avoided

Duplication of diagnostics/assessments will be avoided

Hardship imposed on fragile elderly and/or disoriented elderly patients will be minimized;
hospitalization and changes of setting often result in complications and disorientation.

Caseworkers at UMMC estimate that if the 3 day rule were waived, there might be as many as
20-25 additional referrals per month for nursing home placement.

#5: Residents of West Baltimore should be provided with more alternatives for post-
acute care in their local community, and the opportunity to maintain relationships with
their physicians.

e Residents of this community should be provided with more alternatives for post-acute
care that are in close proximity to where families reside.

e The majority of nursing homes in the West Baltimore area are operating at above 90%
occupancy. The proposed facility will provide residents with a new alternative for post-
acute care, offered by a provider with a track record of high quality service in Maryland,
Delaware, and Pennsylvania.

e Alocal nursing home will provide the opportunity for continuity of care with physicians,
as Mid-Atlantic encourages local physicians to maintain the role of primary care
physician. Patients are more likely to maintain steady relationships with physicians who
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have been caring for them.
0 Hospital-based physicians can provide ongoing support to post-acute patients
and professional staff
o Community-based physicians are encouraged to follow patients in the post-acute
setting
0 Residents are also permitted to care for nursing home patients at Mid-Atlantic’s
facilities

#6: The State of Maryland should support a new facility that can serve as a teaching and
research site for progressive, state-of-the-art care for Geriatric Medicine.

Geriatric Medicine will be an increasingly critical area of study, and a strong local training
program can elevate the quality of care and influence newly-trained physicians to remain in
Maryland for practice.
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TABLE D. UTILIZATION PROJECTIONS - ENTIRE FACILITY

INSTRUCTION : Complete this table for the entire facility, including the proposed project. Account for all inpatient and outpatient volume that produce or
will produce revenue. Indicate on the table if the reporting period is Calendar Year (CY) or Fiscal Year (FY). For sections 3 & 4, the number of beds and
occupancy percentage should be reported on the basis of licensed beds. In an attachment to the application, provide an explanation or basis for the
projections and specify all assumptions used. Applicants must explain why the assumptions are reasonable. See additional instruction in the column to
Current | Projected Years - ending with full utilization and financial
Year stability (3to 5 years post project completion) Add
Projected columns if needed.

Two Most Recent
Years (Actual)

Indicate CY or FY
1. ADMISSIONS
a. Comprehensive Care (public)

b. Comprehensive Care (CCRC Restricted),
Total Comprehensive Care 0 0 0 0 0 0 0 0 0 0
c. Assisted Living

d. Other (Specify/add rows of needed)

TOTAL ADMISSIONS

2. PATIENT DAYS
a. Comprehensive Care (public)

b. Comprehensive Care (CCRC Restricted),
Total Comprehensive Care 0 0 0 0 0 0 0 0 0 0
c. Assisted Living

d. Other (Specify/add rows of needed)

TOTAL PATIENT DAYS

3. NUMBER OF BEDS

a. Comprehensive Care (public)

b. Comprehensive Care (CCRC Restricted),
Total Comprehensive Care Beds 0 0 0 0 0 0 0 0 0 0
c. Assisted Living

d. Other (Specify/add rows of needed)

TOTAL BEDS 0 0 0 0 0 0 0 0 0 0

4. OCCUPANCY PERCENTAGE *IMPORTANT NOTE: Leap year formulas should be changed by applicant to reflect 366 days per year.

a. Comprehensive Care (public) #DIV/0! #DIV/0! #DIV/0! #DIV/0! | #DIV/O! | #DIV/0! | #DIV/0! |#DIV/O! | #DIV/O! | #DIV/O!

b. Comprehensive Care (CCRC Restricted)] #DIV/0! #DIV/0! #DIV/0! #DIV/0! | #DIV/O! | #DIV/0! | #DIV/0! |#DIV/O! | #DIV/O! | #DIV/O!

Total Comprehensive Care Beds #DIV/O! | #DIV/O! #DIV/O! | #DIV/O! |#DIV/O! [#DIV/O! | #DIV/O! [#DIV/0! | #DIV/0! [#DIV/O!

c. Assisted Living #DIV/O! #DIV/0! #DIV/0! #DIV/O! | #DIV/O! | #DIV/0! | #DIV/0! |#DIV/O! | #DIV/O! | #DIV/O!

d. Other (Specify/add rows of needed) #DIV/O! #DIV/0! #DIV/0! #DIV/O! | #DIV/O! | #DIV/0! | #DIV/0! |#DIV/O! | #DIV/O! | #DIV/O!

TOTAL OCCUPANCY % #DIV/O! | #DIV/0O! #DIV/O! | #DIV/0! | #DIV/0! | #DIV/0! | #DIV/0! [#DIV/O! | #DIV/O! [#DIV/O!

5. OUTPATIENT (specify units used
for charging and recording
revenues)

a. Adult Day Care

b. Other (Specify/add rows of needed)

TOTAL OUTPATIENT VISITS 0 0 0 0 0 0 0 0 0 0
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TABLE E. UTILIZATION PROJECTIONS - NEW FACILITY OR SERVICE

INSTRUCTION : After consulting with Commission Staff, complete this table for the new facility or service (the
proposed project). Account for all inpatient and outpatient volume that produce or will produce revenue. Indicate
on the table if the reporting period is Calendar Year (CY) or Fiscal Year (FY). For sections 3 & 4, the number of
beds and occupancy percentage should be reported on the basis of proposed beds. In an attachment to the
application, provide an explanation or basis for the projections and specify all assumptions used. Applicants must

Projected Years - ending with full utilization and financial stability (3
to 5 years post project completion) Add columns if needed.

Indicate CY or FY CY 2017 CY 2018 CY 2019 CY 2020 CY 2021
1. ADMISSIONS

a. Comprehensive Care (public) 169 715 750 750 750
b. Comprehensive Care (CCRC Restricted)

Total Comprehensive Care 169 715 750 750 750
c. Assisted Living 0 0 0

d. Other (Specify/add rows of needed) 0 0 0

TOTAL ADMISSIONS

2. PATIENT DAYS

a. Comprehensive Care (public) 5,113 26,432 27,740 27,740 27,740
b. Comprehensive Care (CCRC Restricted)

Total Comprehensive Care 5,113 26,432 27,740 27,740 27,740
c. Assisted Living 0 0 0 0 0
TOTAL PATIENT DAYS 5,113 26,432 27,740 27,740 27,740
3. NUMBER OF BEDS

a. Comprehensive Care (public) 80 80 80 80 80
b. Comprehensive Care (CCRC Restricted)

Total Comprehensive Care Beds 80 80 80 80 80
c. Assisted Living 0 0 0

TOTAL BEDS 80 80 80 80 80
4. OCCUPANCY PERCENTAGE *IMPORTANT NOTE: Leap year formulas should be changed by applicant to

a. Comprehensive Care (public) 17.5% 90.5% 95.0% 95.0% 95.0%
b. Comprehensive Care (CCRC Restricted) NA NA NA NA NA
Total Comprehensive Care Beds 17.5% 90.5% 95.0% 95.0% 95.0%
c. Assisted Living NA NA NA NA NA
d. Other (Specify/add rows of needed) NA NA NA NA NA
TOTAL OCCUPANCY % 17.5% 90.5% 95.0% 95.0% 95.0%
5. OUTPATIENT (specify units used for

charging and recording revenues)

a. Adult Day Care

b. Other (Specify/add rows of needed)

TOTAL OUTPATIENT VISITS 0 0 0 0 0
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10.24.01.08G(3)(c). Availability of More Cost-Effective Alternatives.

The Commission shall compare the cost effectiveness of the proposed project with the
cost effectiveness of providing the service through alternative existing facilities, or
through an alternative facility that has submitted a competitive application as part of a
comparative review.

INSTRUCTIONS: Please describe the planning process that was used to develop the proposed
project. This should include a full explanation of the primary goals or objectives of the project or
the problem(s) being addressed by the project. It should also identify the alternative
approaches to achieving those goals or objectives or solving those problem(s) that were
considered during the project planning process, including the alternative of the services being
provided by existing facilities.

For all alternative approaches, provide information on the level of effectiveness in goal or
objective achievement or problem resolution that each alternative would be likely to achieve and
the costs of each alternative. The cost analysis should go beyond development cost to consider
life cycle costs of project alternatives. This narrative should clearly convey the analytical
findings and reasoning that supported the project choices made. It should demonstrate why
the proposed project provides the most effective goal and objective achievement or the most
effective solution to the identified problem(s) for the level of cost required to implement the
project, when compared to the effectiveness and cost of alternatives including the alternative of
providing the service through alternative existing facilities, or through an alternative facility that
has submitted a competitive application as part of a comparative review.

RESPONSE:
The alternative settings to the proposed facility include:

(a) Hospital setting — A large percentage of the patients to be served by this facility are
patients who now remain in the acute care hospital for lack of a post-acute setting that
can meet their service needs. Evidence indicates that existing nursing home capacity in
Baltimore City simply does not meet the demand for care. Nursing home capacity in
Baltimore City is not available to meet the demand for dialysis care or the medical
monitoring requirements for some of the higher acuity patients, even as the lower cost
post-acute setting might be suitable.

The alternative setting, then, for many of the target patient population is the acute care
hospital. In high level terms, the cost of care comparison is stark: The average revenue
per day in a Medicine Unit at the University of Maryland Medical Center is approximately
$1,158 per day; in contrast, the Medicare revenue per day at Restore Health is projected
to be $550 per day.

(b) Existing nursing homes —The balance of patients at the proposed facility are expected to
shift from existing nursing homes in Maryland to this new facility. Restore Health
represents a cost-effective alternative along several dimensions:

1. Lower readmission rates — Mid-Atlantic has a documented track record of low
readmission rates averaging 15% as compared to the state average of 25%.

2. Reduced delays — As noted above, Restore Health will be equipped to accept
patients earlier than other nursing homes are prepared to accept; this will
reduce acute care days

3. Employment of local Baltimore City Citizens — Restore Health will create
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approximately 89 new positions upon its opening and of these jobs likely to
go to Baltimore City residents.

10.24.01.08G(3)(d). Viability of the Proposal.

The Commission shall consider the availability of financial and nonfinancial resources,
including community support, necessary to implement the project within the time frames
set forth in the Commission's performance requirements, as well as the availability of
resources necessary to sustain the project.

INSTRUCTIONS: Please provide a complete description of the funding plan for the project,
documenting the availability of equity, grant(s), or philanthropic sources of funds and
demonstrating, to the extent possible, the ability of the applicant to obtain the debt financing
proposed. Describe the alternative financing mechanisms considered in project planning and
provide an explanation of why the proposed mix of funding sources was chosen.

Complete applicable Revenue & Expense Tables and the Workforce and Bedside Care Staffing
worksheets in the CON Table Package, as required (Tables H and | for all applicants and Table
F for existing facilities and/or Table G, for new facilities, new services, and when requested by
MHCC staff). Attach additional pages as necessary detailing assumptions with respect to each
revenue and expense line item. Instructions are provided in the cover sheet of the CON
package and on each worksheet. Explain how these tables demonstrate that the proposed
project is sustainable and provide a description of the sources and methods for recruitment of
needed staff resources for the proposed project, if applicable. If the projections are based on
Medicare percentages above the median for the jurisdiction in which the nursing home exists or
is proposed, explain why the projected Medicare percentages are reasonable.

RESPONSE:
Please see Exhibit E for rationale for financial projections.
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TABLE F. REVENUES & EXPENSES, UNINFLATED - ENTIRE FACILITY

INSTRUCTION : Complete this table for the entire facility, including the proposed project. The table should reflect current dollars (no inflation). Projected
revenues and expenses should be consistent with the utilization projections in Table D reflecting changes in volume and with the costs of the Workforce
identified in Table H. Indicate on the table if the reporting period is Calendar Year (CY) or Fiscal Year (FY). In an attachment to the application, provide an
explanation or basis for the projected revenue and expenses specifying all assumptions used. Applicants must explain why the assumptions are
reasonable. Revenue should be projected based on actual charges with calculations detailed in the attachment and Contractual Allowance should not be

Two Most Recent |Current Year | Projected Years - ending with full utilization and financial stability (3 to 5 years
Years (Actual) Projected post project completion) Add columns if needed.

Indicate CY or FY | | | | | | |

1. REVENUE

a. Inpatient Services

b. Outpatient Services

Gross Patient Service
Revenues

c. Allowance For Bad Debt

d. Contractual Allowance

e. Charity Care

Net Patient Services Revenue | $ -1 % -1 s -8 -8 -1 $ -1 $ - % -1 8 -1 $ =

f. Other Operating Revenues
(Specify/add rows if needed)

NET OPERATING REVENUE | $ - $ -1 s -8 -1 $ -1 $ -1 8 -1 $ -1 8 - $ -

2. EXPENSES

a. Salaries & Wages (including
benefits)

b. Contractual Services

c. Interest on Current Debt

d. Interest on Project Debt

e. Current Depreciation

f. Project Depreciation

g. Current Amortization

h. Project Amortization

i. Supplies

j. Other Expenses (Specify/add
rows if needed)

TOTAL OPERATING
EXPENSES

3. INCOME

a. Income From Operation $ -1$ -1 % -1 s -1 $ -1 $ -1 % -1 $ -1 8 -8 =

b. Non-Operating Income

SUBTOTAL $ -1$ -8 -1 8 -1 $ -1 $ -8 -1 $ -8 -1 $ =

c. Income Taxes

NET INCOME (LOSS) $ -1 $ -1 8 -1 $ -1 $ -1 $ -1 8 - $ - s - $ -

4. PATIENT MIX

a. Percent of Total Revenue

1) Medicare

2) Medicaid

3) Blue Cross

4) Commercial Insurance

5) Self-pay

6) Other

TOTAL 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

b. Percent of Inpatient Days

1) Medicare

2) Medicaid

3) Blue Cross

4) Commercial Insurance

5) Self-pay

6) Other

TOTAL 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
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TABLE G. REVENUES & EXPENSES, UNINFLATED - NEW FACILITY OR SERVICE
INSTRUCTION : After consulting with Commission Staff, complete this table for the new facility or service (the proposed

project). This table should reflect current dollars (no inflation). Projected revenues and expenses should be consistent with
the utilization projections in Table E and with the Workforce costs identified in Table H. Indicate on the table if the reporting
period is Calendar Year (CY) or Fiscal Year (FY). In an attachment to the application, provide an explanation or basis for the
projections and specify all assumptions used. Applicants must explain why the assumptions are reasonable. Revenue should
be projected based on actual charges with detailed calculation by payer in the attachment. The contractual allowance should
not be reported if it is a positive adjustment to gross revenue. Specify the sources of non-operating income.

See additional

Projected Years (ending five years after completion) Add columns of needed.

Indicate CY or FY CY 2017 [ cy 2018 [ cy 2019 | cy 2020 | cy 2021
1. REVENUE
a. Inpatient Services $ 2,150,501 | $ 10,614,471 | $ 11,140,848 | $ 11,140,848 | $ 11,140,848
b. Outpatient Services
Gross Patient Service Revenues $ 2,150,501 | $ 10,614,471 | $ 11,140,848 | $ 11,140,848 | $ 11,140,848
c. Allowance For Bad Debt $ 42,015 | $ 222,594 | $ 231,891 | $ 232,708 | $ 233,295
d. Contractual Allowance
e. Charity Care
Net Patient Services Revenue $ 2,108,486 | $ 10,391,877 | $ 10,908,957 [ $ 10,908,140 | $ 10,907,554
f. Other Operating Revenues (Specify) | $ (9,745)| $ 515,243 | $ 453,691 | $ 494,554 | $ 523,880
NET OPERATING REVENUE $ 2,098,740 | $ 10,907,120 | $ 11,362,648 | $ 11,402,694 | $ 11,431,433
2. EXPENSES
a. Salaries & Wages (including
benefits) $ 1,708,293 | $ 4,622,928 [ $ 4,642,049 | $ 4,642,049 | $ 4,642,049
b. Contractual Services $ 347,241 | $ 1,521,751 | $ 1,595,071 | $ 1,595,071 | $ 1,595,071
c. Interest on Current Debt
d. Interest on Project Debt $ 316,352 | $ 638,698 | $ 567,686 | $ 567,686 | $ 567,686
e. Current Depreciation
f. Project Depreciation $ 252,253 | $ 509,701 | $ 511,562 | $ 511,562 | $ 511,562
g. Current Amortization
h. Project Amortization
i. Supplies
j. Other Expenses (Specify) $ 706,552 | $ 2,837,318 | $ 2,971,107 | $ 2,970,289 | $ 2,969,703
TOTAL OPERATING EXPENSES $ 3,330,692 | $ 10,130,396 | $ 10,287,474 | $ 10,286,657 | $ 10,286,071
3. INCOME
a. Income From Operation $ (1,231,951.44)| $ 776,724.44 | $1,075,174.01 | $1,116,036.78 | $ 1,145,362.77
b. Non-Operating Income
SUBTOTAL $ (1,231,951.44)| $ 776,724.44 | $ 1,075,174.01 | $1,116,036.78 | $ 1,145,362.77
c. Income Taxes $ - $ 142,206.57 | $ 416,599.72 | $ 416,599.72 | $ 416,599.72
NET INCOME (LOSS) $ (1,231,951.44)| $ 634,517.86 | $ 658,574.29 | $ 699,437.06 | $ 728,763.05
4. PATIENT MIX
a. Percent of Total Revenue
1) Medicare 66.4% 56.4% 56.8% 56.6% 56.5%
2) Medicaid 26.5% 31.0% 31.3% 31.2% 31.1%
3) Blue Cross
4) Commercial Insurance 4.6% 5.4% 5.4% 5.4% 5.4%
5) Self-pay 3.0% 3.5% 3.5% 3.5% 3.5%
6) Cther -0.5% 3.7% 3.0% 3.3% 3.5%
TOTAL 100.0% 100.0% 100.0% 100.0% 100.0%
b. Percent of Inpatient Days
1) Medicare 50.0% 42.0% 42.0% 42.0% 42.0%
2) Medicaid 40.5% 47.0% 47.0% 47.0% 47.0%
3) Blue Cross 0.0% 0.0% 0.0% 0.0% 0.0%
4) Commercial Insurance 5.2% 6.0% 6.0% 6.0% 6.0%
5) Self-pay 4.3% 5.0% 5.0% 5.0% 5.0%
6) Other 0.0% 0.0% 0.0% 0.0% 0.0%
TOTAL 100.0% 100.0% 100.0% 100.0% 100.0%
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TABLE H. WORKFORCE INFORMATION

INSTRUCTION : List the facility's existing staffing and changes required by this project. Include all major job categories under each heading provided in the table. The number of Full Time Equivalents (FTEs) should be
calculated on the basis of 2,080 paid hours per year equals one FTE. In an attachment to the application, explain any factor used in converting paid hours to worked hours. Please ensure that the projections in this table
are consistent with expenses provided in uninflated projections in Tables F and G. See additional instruction in the column to the right of the table.

CURRENT ENTIRE FACILITY

PROJECTED CHANGES AS A RESULT
OF THE PROPOSED PROJECT THROUGH
THE LAST YEAR OF PROJECTION

OTHER EXPECTED CHANGES
IN OPERATIONS THROUGH
THE LAST YEAR OF

PROJECTED ENTIRE FACILITY
THROUGH THE LAST YEAR OF
PROJECTION (CURRENT

(CURRENT DOLLARS) PROJECTION (CURRENT DOLLARS) *
Total Cost
(should be
Average N . Average Total Cost (should be
Job Category Current Year | Average Salary | Current Year FTEs Salary per cons_|st(_ent w_|th ETESs Salary per Total ETESs consistent with
FTEs per FTE Total Cost ETE projectlons_ in ETE Cost projections in Table G)
Table H, if
submitted
1. Regular Employees
Administration (List general categories, add rows if
needed)
Administrator $0 1.0 $120,000 $120,000 $0 1.0 $120,000
Receptionist $0 2.0 $25,000 $50,000 $0 2.0 $50,000
Billing $0 1.0 $50,000 $50,000 $0 1.0 $50,000;
Human Resources 1.0 $50,000 $50,000 1.0 $50,000
Admissions 1.0 $50,000 $50,000 1.0 $50,000
Medical Records $0 1.0 $31,200 $31,200 $0 1.0 $31,200
Total Administration $0 7.0 $351,200 $0 7.0 $351,200
Direct Care Staff (List general categories, add rows if
needed)
Director Of Nursing $0 1.0 $100,000 $100,000 $0 1.0 $100,000
Assistant Director Of Nursing $0 1.0 $80,000 $80,000 $0 1.0 $80,000
Evening Nurse Spuervisor $0 1.0 $78,000 $78,000 1.0 $78,000
MDS Coordinator $0 1.0 $70,000 $70,000 1.0 $70,000
Quality Assurance $0 1.0 $78,000 $78,000 1.0 $78,000
RNs $0 12.6 $66,500 $837,900 12.6 $837,900
LPNs $0 9.8 $52,000 $509,600 9.8 $509,600
CNAs $0 32.2 $27,040 $870,688 $0 32.2 $870,688
Floor Secretar $0 2.0 $26,000 $52,000 $0 2.0 $52,000
Total Direct Care $0 61.6 $2,676,188 $0 61.6 $2,676,188
Support Staff (List general categories, add rows if
needed)
Central Supply $0 1.0 $35,000 $35,000 $0 1.0 $35,000
Social Service $0 1.0 $50,000 $50,000 $0 1.0 $50,000
Activities $0 1.0 $35,000 $35,000 $0 1.0 $35,000
Asst. Activities $0 1.4 $22,880 $32,032 $0 1.4 $32,032
Nurse Liason $0 1.0 $65,000 $65,000 1.0 $65,000
Food Service Mgr $0 1.0 $50,000 $50,000 1.0 $50,000
Cooks $0 3.5 $31,200 $109,200 3.5 $109,200
Cooks Helpers $0 4.2 $20,800 $87,360 4.2 $87,360
Laundry $0 2.0 $41,600 $83,200 2.0 $83,200
Housekeeping Supervisor $0 1.0 $35,000 $35,000 $0 1.0 $35,000
Housekeeping Staff $0 3.0 $20,800 $62,400 $0 3.0 $62,400
Maintenance $0 1.0 $55,000 $55,000 1.0 $55,000
Total Support $0 21.1 $699,192 $0 21.1 $699,192
REGULAR EMPLOYEES TOTAL $0 89.7 $3,726,580 $0 89.7 $3,726,580
2. Contractual Employees
Administration (List general categories, add rows if
needed)
$0 $0 $0 0.0 $0!
$0 $0 $0 0.0 $0!
$0 $0 $0 0.0 $0!
$0 $0 $0 0.0 $0!
Total Administration $0 0.0 $0 $0 0.0 $0
Direct Care Staff (List general categories, add rows if
needed)
Medical Director $0 1.0 $30,000 $30,000 $0 1.0 $30,000
Psychiatrist $0 1.0 $10,000 $10,000 $0 1.0 $10,000
$0 $0 $0 0.0 $0!
$0 $0 $0 0.0 $0!
Total Direct Care Staff $0 2.0 $40,000 $0 2.0 $40,000
Support Staff (List general categories, add rows if
needed)
$0 $0 $0 0.0 $0!
$0 $0 $0 0.0 $0!
$0 $0 $0 0.0 $0!
$0 $0 $0 0.0 $0!
Total Support Staff $0 $0 $0 0.0 $0
CONTRACTUAL EMPLOYEES TOTAL $0 $40,000 $0 0.0 $40,000
Benefits (State method of calculating benefits below) : 915,469.0 915.469.0
Calculated based on average among other MAHC faciiti
TOTAL COST 0.0 $0 89.7 $4,682,049 0.0 $0 $4,682,049
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TABLE | -SCHEDULED STAFF FOR TYPICAL WORK WEEK

INSTRUCTION: Quantify the staff that will provide bedside care that would be counted toward the current

minimum staffing as required by COMAR 10.07.02.12

Weekday Hours Per Day Weekend Hours Per Day
Staff Category Day | Evening | Night | Total Day Evening Night Total
Registered Nurses 24 24 24 72 24 24 24 72
L.P.N.s 24 16 16 56 24 16 16 56
Aides
C.N. As 64 64 56 | 184 64 64 56 184
Medicine Aides
Total 112 104 96 | 312 112 104 96 312
Licensed Beds at Project Completion Licensed Beds at Project 80
80 Completion
Hours of Bedside Care
Hours of Bedside Care per Licensed Bed Per Day per Licensed Bed Per
3.90 Day 3.90
Ward Clerks (bedside
care time calculated at
50% 8 0 0 8 0 0 0 0
Total Including 50% of
Ward Clerks Time 116 104 96 316 112 104 96 312
Total Hours of Bedside Care per Licensed Bed Total Hour§ of Bedside
Per Da Care per Licensed Bed
y 3.95 Per Day 3.90
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¢ Audited financial statements for the past two years should be provided by all applicant
entities and parent companies to demonstrate the financial condition of the entities
involved and the availability of the equity contribution. If audited financial statements are
not available for the entity or individuals that will provide the equity contribution, submit
documentation of the financial condition of the entities and/or individuals providing the
funds and the availability of such funds. Acceptable documentation is a letter signed by
an independent Certified Public Accountant. Such letter shall detail the financial
information considered by the CPA in reaching the conclusion that adequate funds are
available.

o If debt financing is required and/or grants or fund raising is proposed, detail the
experience of the entities and/or individuals involved in obtaining such financing and
grants and in raising funds for similar projects. If grant funding is proposed, identify the
grant that has been or will be pursued and document the eligibility of the proposed
project for the grant.

o Describe and document relevant community support for the proposed project.

¢ Identify the performance requirements applicable to the proposed project (see Part |
guestion 15) and explain how the applicant will be able to implement the project in
compliance with those performance requirements. Explain the process for completing
the project design, obtaining State and local land use, environmental, and design
approvals, contracting and obligating the funds within the prescribed time frame.
Describe the construction process or refer to a description elsewhere in the application
that demonstrates that the project can be completed within the applicable time frame(s).

RESPONSE:

MAHC plans to finance the construction and operations of Restore Health through a
combination of equity from its owners and debt financing from a financial institution. A letter
from the independent certified public accountant firm that is the auditor for many of the other
Mid-Atlantic Health Care entities is attached attesting to the ability of the applicant to provide the
equity and debt financing needed for the Project. See Exhibit N. There is also a letter from a
local lending institution with whom MAHC has financed other construction projects attesting to
their interest in exploring the financing. See Exhibit O. A letter of Community Support is
attached as Exhibit P. Please see pages 7-10, and comments throughout, concerning
compliance with performance requirements.

10.24.01.08G(3)(e). Compliance with Conditions of Previous Certificates of Need.

An applicant shall demonstrate compliance with all terms and conditions of each
previous Certificate of Need granted to the applicant, and with all commitments made
that earned preferences in obtaining each previous Certificate of Need, or provide the
Commission with a written notice and explanation as to why the conditions or
commitments were not met.

INSTRUCTIONS: List all of the Maryland Certificates of Need that have been issued to the
project applicant, its parent, or its affiliates or subsidiaries over the prior 15 years, including their
terms and conditions, and any changes to approved Certificates that needed to be obtained.
Document that these projects were or are being implemented in compliance with all of their
terms and conditions or explain why this was not the case.
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RESPONSE:

Mid-Atlantic Health Care has been issued one Certificate of Need to build a 67-bed facility in
Waldorf, Maryland in Charles County. The initial CON (Docket No. 11-08-2325) was issued
September 10, 2010, but was modified in 2012 to change the location due to issues with the
seller completing certain storm water improvements for the location. Mid-Atlantic has since
completed the construction of the Facility in 2015 and opened in March 2015. The project was
completed on time and within the budgeted cost.

10.24.01.08G(3)(f). Impact on Existing Providers and the Health Care Delivery System.

An applicant shall provide information and analysis with respect to the impact of the
proposed project on existing health care providers in the health planning region,
including the impact on geographic and demographic access to services, on occupancy,
on costs and charges of other providers, and on costs to the health care delivery system.

INSTRUCTIONS: Please provide an analysis of the impact of the proposed project. Please
assure that all sources of information used in the impact analysis are identified and identify all
the assumptions made in the impact analysis with respect to demand for services, payer mix,
access to service and cost to the health care delivery system including relevant populations
considered in the analysis, and changes in market share, with information that supports the
validity of these assumptions. Provide an analysis of the following impacts:

a) On the volume of service provided by all other existing health care providers that are
likely to experience some impact as a result of this project;

b) On Payer Mix;

¢) On access to health care services for the service area population; and

d) On costs to the health care delivery system.

RESPONSE:

a) The proposed facility expects to serve one cohort of patients whom nursing homes
traditionally serve (*COHORT 1”), and several distinct cohorts not traditionally served by area
nursing homes (“ COHORTS 2-3").

COHORT 1 Patients whom nursing homes traditionally serve, but for whom demand is
growing and/or supply is constrained.

This includes traditional, long stay nursing home patients — for whom demand will grow with
population growth — as well as those types of patients who routinely experience delays until
placement can be arranged:

e Patients requiring dialysis

e Patients requiring ventilation care and dialysis

e Low acuity patients such as wound care and cancer patients requiring light levels of

care.
0 Reportedly, nursing homes are slow to accept these patients “because they are
poorly reimbursed” (this represents an assessment by a hospital caseworker)

COHORT 2 Higher acuity patients or patients who require nursing staff with special
skills set.
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COHORT 2(a) Patients who might be discharged to the post-acute setting earlier if skills of
nursing home staff were upgraded, protocols and specialty supports were strengthened, and
facility were to provide a step up unit.

e By way of illustration, UMMC provided an estimate of potential demand for this
care. Caseworkers estimate that at least 10 patients/month = 120 patients per year
might be discharged earlier (this includes short stay and long stay patients in the
nursing home).

e These cases are represented in the total number of nursing home patients who are
now admitted to nursing homes, but many of these patients could have been
transferred earlier, i.e. nursing home days would be far higher if genuine “need”
were represented.

COHORT 2(b) Patients whose length of stay in the hospital is extended for lack of suitable post-
acute setting, and are then discharged home; these are patients who currently remain in the
hospital and are never even referred to the nursing home.

e By way of illustration, UMMC provided an estimate of the demand for this care.
Caseworkers estimate that at least 10 patients/month (120 patients per year)
might be discharged to a nursing home if a suitable setting were provided.

e This cohort might include LVAD patients (with left ventricular implants) who
require specialized equipment and nurse training to provide recuperative care.
Mid-Atlantic cares for these patients in its other facilities.

COHORT 3 If the 3 day rule were waived, additional Medicare populations might be
served (new volume not currently served by nursing homes)

COHORT 3(a) Medicare patients who only require 1-2 days in acute care, and who could then
be discharged to a nursing home for short stays or long stays.

e Currently, these patients are kept for the extra day or two in the hospital to meet
the three day requirement.

e This cohort would include patients with low acuity medical need, patients
admitted for pain management and palliative care, and patients who were
admitted to acute care in a deconditioned state and would benefit from a
rehabilitation stay.

e Caseworkers at UMMC estimate that approximately 20 patients per month
(including Medicare patients), or 240 patients per year might be referred for
placement. This would translate into a reduction in acute care days and
incremental patients/incremental days to nursing home utilization.

COHORT 3(b) Patients admitted directly from the Emergency Room or the Observation Unit.

e This would represent new volume to the nursing home, and would translate into a
reduction in Observation Days at the hospital. This plan of care would be
expected to reduce the infection risks associated with hospital stays, reduce the
costs per day, and reduce the high copayments now borne by patients in the
Observation Unit.
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e Caseworkers at UMMC estimate that approximately 10-12 patients per month of
this profile might be served in the post-acute setting, or 120-144 patients per year
of new demand. This category would likely include patients who suffer falls — for
whom neurologic and cardiac issues have been ruled out, but who are
deconditioned and could benefit from additional time for restorative care and
rehabilitation.

b) With regard to payer mix, the Project is not expected to have any impact on payer mix at
other area nursing homes since a significant portion of the anticipated patients represent
individuals who currently are not being served.

¢) With regard to access to health care services for the service area population, the proposed
project will improve access to nursing home services for Baltimore City residents who currently
face very limited access to nursing homes that can provide dialysis services, accommodations
for bariatric patients, and clinical capabilities to serve higher acuity needs. The proposed project
will also improve access for residents of the West Baltimore community where local area
nursing homes currently operate at 90+% occupancy rates and who often must be admitted to
nursing homes farther from home and family supports.

With regard to the costs to the health care delivery system, Restore Health will be distinguished
in its ability to care for the more complex medical patients and patients with distinct service
needs who are generally not able to be accommodated in other area nursing homes. This will
permit earlier discharges from the acute care hospital, thereby reducing overall acute care days
and health care costs for Maryland. The positive impact will be produced on multiple levels:

e Increased patient satisfaction as a result of shorter hospital stays

o Patients will not have to remain in the hospital for lack of an appropriate sub-

acute setting
e Lower costs to payers and patients

0 The per diem at Restore Health is expected to be more than $600 -$1,000 lower
relative to the per diem at the University of Maryland Medical Center. This will
result in savings to both payers as well as to patients, who are bearing increasing
copayment burdens.

o Improved performance under the Medicare waiver test

0 Leveraging the lower cost setting will translate into a reduction in the “total
Medicare spend;” this will support Maryland’s performance under the waiver test
which requires Maryland to generate $330 million in Medicare savings over the 5
year Demonstration period.

e Improved performance under the readmission waiver test

0 The state of Maryland continues to struggle with lowering its overall readmission
rate in line with the national average, and this is a critical component of the
waiver test. In Calendar Year 2014, Maryland’s reported rate was 16.94%, close
to 8% higher than the national average. But this target rate is a moving target,
and while the state is improving, it will be challenged to keep reducing its
readmission rate performance.

0 Restore Health is expected to reduce readmission rates from the nursing home
to the hospital as a function of its in-house capabilities and as a function of the
close working relationship it will maintain with hospital clinicians. Mid-Atlantic has
a successful track record in reducing readmissions. At its existing nursing homes,
it has made significant investments in clinical staff and reporting mechanisms to
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closely monitor patient conditions and quickly mobilize resources to respond to
concerns while patients are in the nursing homes. Readmission rates at Mid-
Atlantic’s nursing homes are lower than the industry average. See discussion on
Page 37, supra. Given Mid-Atlantic’s track record of hospital readmission rates
well below the state average (15% vs. 25%), Restore Health can be a valuable
partner in helping individual hospitals and the state of Maryland achieve its
readmission target.

If the applicant is an existing nursing home, provide a summary description of the impact of the
proposed project on costs and charges of the applicant nursing home, consistent with the
information provided in the Project Budget, the projections of revenues and expenses, and the
work force information.

RESPONSE: N/A.
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EXHIBIT C

Exhibit C: Samples of Planned Interior Look from Restore Health - Waldorf

Entrance Lobby

Dining Room
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Resident Room

Resident Bathroom
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EXHIBIT D

PURCHASE AND SALE AGREEMENT

This PURCHASE AND SALE AGREEMENT (this "Agreement”) is made this
16" day of September, 2014 by and batween Johne Hopkine Bayview Medical Center,
Inc., @ Maryland non-profit corporation (the "Seller), and Mid-Atlantic Health Care
Acquisitions, LLC, a Maryland limited liability company {the "Purchaser"}, as follows:

RECITALS:

WHEREAS, Saller has certain rights, ttle and interest in and to eighty (B0) licensed
long-term care facility beds known i Maryland as coMmprenensve care facility ["CCFT)
beds (the “Bed Rights™), farmerly operated &= part of Johns Hopkins Bayview Care Centar
located at 5505 Hopkins Bayview Circle, Balfimore, Maryland 21224 {the “Prior Faciliby™);
and

WHEREAS, Seller has received authorization from e Maryland Health Care
Commission ("MHCC") with an sffective date of Movember 15, 2013 to temporanily
delicense the Facility and for the Bad Rights to be retained in the MHCC's nursing
home bed inventory for a period of one (1) year from the gffactive date of the
authorization (the “Delicensura Autharization™); and

WHEREAS, Seller desires to sell and Purchaser desires to purchase the Bed
Rights s0 the Purchaser can operate those beds in Baltimaore City, Maryland.

NOW THEREFORE, in consideraftion of the premises and of the mutual
covenants and conditions contained herein, and for other good and valuable
considaration, the receipt and sufficency af which are hereby acknowledged, the parties
herato agree as foliows:

ARTICLE |

DEFINITIONS

11 Definitions. The following terms not atherwise defined in the body of this
Agreement shall have the meaning set forth below.

{a) CCE: A duly licensed comprehensive care facility of nursing home as
defined by applicable OHCQ regulations.

{6} MHCC: The Maryland Health Care Commission.

c) OHCQ The Office of Health Care Quality of the Manyand Department
of Health and Mental Hygiena.

idy Closing Date: The date mutually agreed upon by the parties to ocour
within fifteen (15) days after Purchasers recedpt of a final, non-appealable MHCC
decision as expressed in a writhen Certificate of Need ("CON) approving Purchaser's
Application for CON and autharizing Purchaser to purchase the Bed Rights and their
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EXHIBITD

tranefer for use in & CCF operated by Purchaser in Baliimore City, Maryland.
References in this Agreement to matters to be effective on or before closing shall refer
to the completion of this transaction on the Closing Date. A CON shall be considered
non-appealable upon its receipt if there are no other parties with standing to file an
appeal or, if there are such parties with standing to file an appeal, upon the axpiration of
thirty (30) days after the effective date of the CON if no appeal has been filed as of such
dafe.

ARTICLE NI
PURCHASE AND SALE

21, Purchase and Sale. Subject to the terms and conditions set ferth in this
Agreement, Seller agrees to sell toa Purchaser, and Purchaser agrees fo purchase
from the Seller, all of the Seller's rights, title or interest in and to the Bed Rights, free
and clear of any and all liens, claims, charges, actions, security interests, or other
encumbrances of any kind, provided that Purchaser agrees to purchase tha Bed Rights
subject to any customary and reasonable condifions imposed by the MHCC as part of
its approval of Purchasers CON application, which conditions are approved by
Purchaser in its reasonable discration.

22 C ance.

(a)  Seller will sell, convey, transfer, and deliver to Purchaser the Bad Rights in
accordance with the terms of this Agreement upon the Closing Date.

it}  To accomplish the transfer of the Bed Rights, and provided that the
Purchase Price (defined below) has been paid in full and all of the other conditions
precedent to closing have been satisfied fully, Seller will execute and deliver to
Purchaser on the Closing Date those documants set forth in Section 6.2.

23 Purchase Price. In consideration of the transfer of the Bad Rights, Purchaser
shall pay to the Saller the sum of Five Hundred and Fifty Thousand Dollars ($550,000.00)
{the "Purchase Price"). The Purchase Price shall be payabls by Purchaser to Seller in
one lump sum payment of immediately available funds on the Closing Date by wire
transfer to an account designated by Seller, provided that Purchaser shall receive credit
against the Purchase Price paid at closing for payment of the deposits referenced in
Section 2.4.

24. Deposits. Within five (5) business days of the execution of this Agreemant,
Purchaser shall deposit $25,000.00 (the "Initial Deposit™) in escrow (the "Escrow
Account”) with Bank of America, National Association, as escrow agent, pursuant fo an
escrow agreement executed by the parties substantially in the form attached hereto as
Exhibit B. The Initial Deposit shall be refundable o Purchaser within three (3) business
days if either party nofifies the other in writing within three (3) business days following the
expiration of the Due Diligence Pericd (defined hereinafter in Section 2.7 below) that it s
dissatisfied with results of its due diligence and therefore is terminating the Agreement. If
neither party issues a termination notice within three (3) business days following the

2
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EXHIBITD

expiration of the Due Diligence Perod, then {a) the Initial Deposit shall become non-
refundable (except as st forth below) and the pariies shall direct the escrow agent to
releasa the Initial Deposit to Seler immediately, and (b) Purchaser shall make an
additional refundable deposit of $25,000.00 (the "Second Deposit”) infe the Escrow
Account. Both the Initial and Second Deposits shall be applied to the Purchase Prica an
the Closing Date. In the event of a termination of this Agreement for any reason pursuant
to Section 7.1 below, the Second Deposit shall be immediately retumed o Purchaser
within three (3) business days of the effective date of termination, but the Initial Deposit
shall remain non-refundable except in the caze of a termination of this Agreement
pursuant to 7.1{a}, in which case the Initial Deposit shall be refundable o Purchaser,
Purchaser and Seller shall each be responsible for half of the costs and expenses of tha
escrow agent under the escrow agreement, and each shall imely pay the escrow agent
its portion of such costs and exparnsas.

2.5, HNo Assumption of Obligations. Purchaszer has not agreed to pay, =hall not
be required to assume, and shall have no lability or obligation with respect to, any
liability or obligation, direct or indirect, absolute or contingent, of any type, nature or kind
of Seller, any affiliate of Seller, or any other person, including, without limiting the
faregoing, any lability or obligation with respect to (a) Seller's employees, (b) any
outstanding financial cbligation of Seller, (c) taxes owed by Seller (d) Seller's costs of
delicensing of the Bed Rights for Seller's use, (g} Seller prior billing and reimbursemeant
practices or (f) the care of any patients trealed or seen by or on behalf of Saller.

26, Broker Fees. Seller and Purchaser represent fo each other that neither has
engaged the services of any broker, agent, finder or commission sales agent in
connection with the transactions described in this Agreement, exceptl that Seller has
engaged Healthcare Transactions Group, Inc. ("HTG™). Seller shall be salely responsibie
to pay, in accordance with the terms of a separate agreement between Seller and HTG,
the fee due and payable by Seller to HTG thereunder upon consummation of the
transactions contemplated heraby. Each party agrees to defend, indemnify and hold the
ather harmiess fram and against any and all claimes, actions and demands for any fees or
commissions due, or claimed to be due, by a broker, agent, finder or commissiaon sales
agent engaged by such party.

27 Due Diligence. For a period of thirty (30) days from the date of execution of this
Agreement (the "Due Diligence Period”), Purchaser shall have the right to conduct due
diligence and obtain information concerning the regulatory status of the Bed Righis and
its abilty to obtain all regulaiocry approvals reguired for the consummation of the
transacton hereunder. During the Due Dikgence Period, Seller shall have the right to
conduct due diigence and oblain information conceming the ability of Purchaszer to
consummate the transaction hereunder, including, without limitation, duea diligance
regarding Purchaser's financial condition and regulatory status. If a party determines for
any reason that the results of its due diligence inspections are not satisfactory in its sole
dizcretion, such parly shall have the right 1o terminate this Agreement without cause or
penalty within three (3) business days following the expiration of the Due Diligence
Pariod upon written nolice to the other party of the exercise of said oplion. In such case,
this Agreement shall terminate immedialely and the Initial Deposit shall be retumed to
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Furchager in accordance with the terms of Section 2.4 above. Motwithstanding  amything

to the contrary, the Due Diligence Period shall not delay Furchasers submission of the

L2 and efforts to submit and obtain approval for the Applicaton under Saction 4.2(a).
ARTICLE Il

REPRESENTATIONS AND WARRANTIES

31. Representations and Warranties of Seller. Seller reprasenis and warranis as
follows, each of which constitutes a material inducement to Purchaser's execution of

this Agreament and the purchase of the Bed Rights:

ia)  Organization and Standing: Power. Seller i a non-profit corporation duly
organized, validly existing, and in good standing under the laws of the State of
Maryland. Except as otherwise set forth harein, Saller has all requisite power and
authority to own and operate s properties and anter into, execute, and, subject to
obiaining all necessary approvals, carry ocut this Agreement and the transactions
hereln contemplated. Saller holds all applicabde rights, fitle and inferests in and to the
Bed Righizs

=] Binding Obligation. This Agreement is a valid and binding obligation of
Seller, enforceable against Seller in accordance with its terms, subject to applicable
bankruptcy, imschsency, reorganization and moratorium laws, and other laws of general
application affecting enforcement of creditors' rights ganarally.

(ch Authority, The execution, delivery, and pedormance of this
Agreement by Seller and the transactions hersin contemplated will not: (i) conflict with,
result in any breach or violation of, or constitute a default (or give rise to any right of
termination, cancellations or acceleration) under the Artickes of Incorporation or Bylaws
of Seller, as amended as of the date herecf, or any note, band, mortgage, indenture,
lease, permif, agreement, or other instrument ar other obligation to which Seller s a
party or by which Seller is bound; or {ii} violate any law, order, license, permit, rule or
regulation applicable to Seller or the Bad Rights. Mo consent or approval by any private
third party or, to the best of Seller's knowledge, any governmental authority, except the
MHCC, is required in connection with the execution, delivery, and parformance of thig
Agreement by the Seller or the consummation of the transaction contemplated by this
Agresarmant.

(d) Compliance. With respect to this Section 3.1(d), Seller states the
following to the best of its knowledge without any further diligence on its part, but
subject to Purchaser's due diligence under Saction 2.7 abowe:

(il Except as otherwise stated herein, Seller iz not in violation of any
applicable federal, state or municipal laws, ordinances, nofices, orders, rules,
regulations, decrees, awards, writs, injunctions, judgments, or requirements pertaining
o the Bed Rights such that there is a malerial impairment of Seller's ability to
consummate the transaction contamplated by this Agreement; and
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(i} Seller is not subject to or bound by any order of any cour,
regulatory commission, board or adminisirative body entered in any proceading o which
it i3 & party or of which it has knowledge with respect to the Bed Rights or the operation
of the Prior Facility which would materially impair Seller's ability to consummate the
transaction contempilated by this Agreement.

i8) Licenses and Approvals. Seller holds in good standing all licenses,
permits, approvals, and other authorizations necessary to own the Bed Rights (the

"Licenses”), subject to the Delicensure Authorization. Seller is not a party to and has no
knowledge of any proceedings, pending or o the Seller's knowledge threatened, to
revoke or limit the scope of any Licenses, and 8 not in violation of any of the Licenses.
Saeller has obtained approval from the MHCC, and given nofice to the QOHCOQ, to
temporarily delicense the Prior Facility and the Bed Rights, and- pursuant thereto has
ceased operation of the Bad Rights. None of the Bed Rights are curmrently in operation,
and there are no patients currently occupying the beds that are the subject to the Bed
Rights. Seller shall also timely file all required Seller notices, If any, with the MHCC and
or the OHCQ to advise them of the transaction contemplated by this Agreement and to
prasere the Licenses in good standing (subject to Delicensure Authorization) following
execution of this Agreement. As of the Closing Date, Seller shall have taken all
necessary steps, including the timely filing of further Seller notices to the MHCC and the
OHCAQ, to transfer to Purchaser the Bed Rights and its right to operate the Bed Rights,
and shall have reasonably cooperated with Purchaser to enable Purchaser to purchase
the Bed Rights, it being agreed that, after the Closing, Purchaser Is solely responsible
for complying with the tarms of the Certificate of Need approval and developing and
operating its CCF

ify  Interestin the Bed Rights. Except as otherwise set forth herain, Seller
haolds a transferable interest in the Bed Rights, and on the Closing Date, Seller shall
transfer the Bed Rights free and clear of any liens, restrictions or encumbrances other
than the reguirement that Purchaser obtain tha reguisite approvals from the MHCC
before being able to operate the Bed Rights.

(g Mo lmpediments. To the best of Seller's knowledge, there are no mattars
that could delay, impede, or otherwise prevent Seller or Purchaser from consummating
the transactions contemplated by this Agreement.

(h)  General. All representations and warranties by Seller herein are frue,
complete and accurate in all material respects as of the date of this Agreement and will
be true, complete and accurate in all material respects as of the Closing and do not
contain and will not contain an untrue statement of any material fact, or omit to state a
material fact necessary in order to make all of such representations and warranties not
materially misleading as of this date and as of the Closing Date.

3.2, Representations and Warranties of Purchaser. Purchaser represents and

warrants as follows, esach of which constitutes a material inducement o Seller's
execution of this Agreement and the sale of the Bed Rights:
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(a) Organization and Standing: Power. Purchaser is a Maryland limited
liability company duly organized, validly existing, and in good standing under the [aws
of the State of Maryland. Purchaser has all requisite power and authority to own and
operate its properties and enter into, execule, and camy out this Agreement and the
transactions baing contemplated.

(B} Mo Impediments. To the best of Purchasers knowledge, there are no
matters that could delay, impede, or otherwise prevent Seller or Purchaser from
consummating the transactions contemplated by this Agreament.

{c) Binding Obligaticn. This Agresment k= a valid and binding cbligation af
Purchaser, enforceable against Purchaser in accordance with its terms, subject to
applicable bankruptey, insolvency, recrganization and moratorium laws, and othar laws

of general application affecting enforcement of creditors' rights generally.

{4}  General, All representations and wamanties by Purchaser hersin are true,
complete and accurate in all material respects as of the date of this Agreement and will
be true, complete and accurate in all material respects as of the Closing and do not
contain and will not contain an unirue statement of any material fact, or omit fo state 5
material fact necessary in order to make all of such representations and warranties not
materially misleading as of this date and as of the Closing Date.

33  HMnowledge  For purposes of this Agreement, the term ‘“knowledge® as
applicable to a party shall mean that no trustes or officer of the pary has received any
actual knowledge as to the subject matter of the representation in question

ARTICLE IV

COVEMANTS

4,1. Covenants of Seller. Seller covenants to Purchaser thatl, except as otherwisa
consentad to in writing by Purchaser after the date of this Agreement:

{a) Regulatory Approvals. Seller agrees fo participate in meefings with
MHCC and the OHCO upon reasonable reqguest of Sallar and 1o provide Seller with all
information and documentation conceming the Bed Rights as Purchaser may
reasonably reguest to support its COMN application, all at no cost or expense to the
Seller. Prior to November 15, 2014, Seller agrees to submit to the MHCC a binding
confract to transfer ownerghip of the Bed Rights to Purchaser pursuant to MHCC
Regulations, along with all associated documentation as required by MHCC (the "Bed
Transfer Contract”)

(k) No Inconsistent Action. Seller will not take any action that is inconsistent
with or impairs the consummation of the transaction contemplated by this Agreamant,
including, without limitation, attempting to re-license, activate or cthensise
cperatonalize the Bed Rights for its own use or the use of any third party other than
Purchaser, During the term of this Agreement, Seller will (i) deal exclusively with
Purchaser with respect to the purchase and sale of the Bed Rights, (i) not, directly or

i
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ARTICLE V
CONDITIONS
51 Conditions to Purchaser's Obligations. Unless waived by Purchaser in writing

at itz sole discretion, all obligations of Seller under this Agreement are subject 1o the
fulfillment of 2ach of the following conditions at or prior to the closing:

(a)  Representations and Warranties. The representations and warranties of
Seller contained In this Agreement shall continue lo ba true and correct as of the

Closing Date in all material respects.,

(b} Covenants. Saeller shall have perfarmead all obligations and complied with
all covenants required by this Agreement 1o be performed or complied with by it on or
prior to the Closing Date, as applicable.

{c) MHCC Approval. A final, non-appealable MHCC decision appraving an
Application for Certificate of Meed authorizing Purchaser to purchase and relocate the
Bed Rights to and for use in its CCF operated by Purchaser in Baltimore City, Maryland
shall have been received by Purchaser, which final decision may be subject to ondinary
limited conditions typically imposed by the MHCC under similar circumstances, In the
event that, notwithstanding Purchaser's best efforts, such MHCC approval is not
cbtained and the MHCC denies the Application for Cerdificate of Meed, subject to
Sections 7.2 and 7.3, this Agreameant shall be null and void, provided, however. that if
the Purchaser in its sole discretion determines to underiake a judicial appeal of the
MHCC's denial, this Agreement shall continue in full force and effect during the
pendency of any appeals.

(d)  Execution of Closing Docyments. Seller at closing shall have executed,
acknowledged, and daliverad to Purchaser each of the documents described in Section

6.2 heraaf,

52. Conditions to Seller's Obligations. Unless waived by Seller in writing at its
sole discretion, all cbligations of Purchaser under this Agreameant are subject fo the
fuffillment of each of the following conditions at or priar to the Cloging Date:

{(a)  Representations and Wamanties. The representations and warranties of
Purchaser contained in this Agresment shall continue to be true and correct as of tha

Closing Date in all material respects

(b  Covenants. Purchaser shall have performed all obligations and complied
with all covenants required by this Agreement to be performed or complied with by it on
or prior to the Closing Date, as applicable.

(e} MHCC Approval A final, non-appealable MHCC decision approving an
Application for Cerificate of Meed authorizing Purchaser to purchase and relocate the
Bed Rights to and for use in its CCF operated by Purchaser in Baltimore City, Maryland
shall have been received by Purchaser, which final decision may be subject to ocrdinary

B
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limited conditions typically imposed by the MHCC under similar circumstances, In the
event thal, notwithstanding Purchazers best efforts, such MHCC approval is not
obtained and the MHCC denies the Application for Cerificate of Meed, subject to
Sections 7.2 and 7.3, thie Agreament shall be null and void, provided, howaver, that if
the Purchaser in its sole discretion determines to undertake a judicial appeal of the
MHCC's denial, this Agreement shall continue in full force and effect during the
pendancy of any appeals.

i) Payment of the Purchase Price. Purchaszer shal have paid the Purchase
Prica on the Clesing Date in accordance with Section 2.3 above.

ig) Execution of Closing Documents, Purchaser at closing shall have
executed, acknowledged, and delivered to Seller each of the documents described in
Section 6.2 haraaf,

ARTICLE W1
CLOSING

6.1  Closing Date. In accordance with the terms of this Agreement, the closing shall
take place on the Closing Date in the offices of Seller's attorney, or at such ofher place
mutually sgreed upon by the parfies,

6.2 Closing Obligations. At Closing, the paries shall execute and deliver the
following documents:

{a) The Seller shall execute and deliver an Assignment of Intangibles
conveying all of Seller's right, titke, and interest in and o the Bed Rights in the form of
the Assignment attached as Exhibit A; and

{6} Thea parties shall execute and daliver such other documents and
insfruments as either party may reasonably require 1o consummate the transactions
cantamplated by this Agreement.

ARTICLE VI

EA Right to Terminate.

{a)  Purchaser shall have the rght to terminate this Agreement by written
nofice sent to Seller, at any time prior to the Closing Date if Seller i in material breach
of any of the terms hereof, which breach or violation materially impairs Purchaser's
ability o consummate this transaction; provided, howewver, Seller is provided at least
thirty (30} days advance written notice and is afforded an opportunity 1o cure the breach.

ik} Seller shall have the right to terminate this Agreement by written notice
sent to Purchaser, at any time prior to the Closing Date if Purchaser i in material

9
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breach of any of the terms hereof, which breach or violation materially impairs Seller's
ability to consummate this transaclion; provided, howaver, Purchaser is provided at
least thirty (307 days advance wrilten notice and is afforded an opportunity to cure the
breach.

() Eithar party may terminate this Agreameant by providing written notice to
the other party if the Closing Date has not occurred for any reason within twenty-four
(24} months of the date of this Agreement, provided that Purchaser may request, and
Seller may provide written approval in writing for, an extension of the foregoing twenty-
four (24) month period, which consent Seller shall not unreasonably withhald.

(dly A party may terminate this Agreement in accordance with the terms of
Seclion 2.7 above.,

(e} A pary may terminate this Agreement prior to the Closing Date by
providing at least sixty (50) days' prior written notice to the athaer pary in the event that
the terminating pary reasonably concludes that the Closing Date will not acour within
the twenty-four (24) month pericd described in Section 7.1(c) above (subject to any
extensions granted by Seller) or the transaction contemnplated by this Agreement is
olherwise incapable of being consummated, provided that a party may not terminate
under thiz paragraph if {1) the terminating party & in material breach at the time of
termination and (2) if the delay in closing is caused by the breach

7.2 Procedurs Upon Termination. In the event of termination by a parly pursuant
to Section ¥.1, written notice thereof shall be given as provided herein and the
transaction contemplated by this Agreement shall be terminated withouwt further action or
notice by either party. If the fransaction contemplated by this Agreemant is tarminated
as provided hergin:

{a)  Saller and Purchasar shall return all documents, wark papers, and athear
material of any other party relating to the transaction contemplated hereby (or copies
thereaf), whather obtained bafore or after the exscution hereof, to the party fumishing
the same.

(B} Al confidential information received by Seller or Purchaser with respect to
the businaess of any other pary or its affiliates shall ba treated in accordance with
Section 9.2 hereof.

7.3  LIMITATION OF LIABILITY. TO THE MAXIMUM EXTENT PERMITTED BY
APPLICABLE LAW, IN NO EVENT SHALL EITHER PARTY BE LIABLE FOR ANY
INDIRECT, SPECIAL, PUNITIVE, EXEMPLARY OR CONSEQUENTIAL DAMAGES
UNDER THIS AGREEMENT OR ARISING FROM ANY ACTIVITIES CONDUCTED
PURSUANT TO THIS AGREEMENT, EVEN IF A PARTY HAS BEEN ADVISED OF
THE POSSIBILITY OF SUCH DAMAGES, SELLER'S TOTAL LIABILITY UNDER THIS
AGREEMENT AND PURCHASER'S RIGHT TO RECOVER ANY DAMAGES
(INCLUDING REASONABLE ATTORNEY'S FEES OR ANY OTHER COSTS OR
EXPENSES), SHaALL BE ABSOLUTELY LIMITED TO THE AMOUNT OF THE

10
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PURCHASE PRICE PAID BY PURCHASER TO SELLER HEREUNDER. THE
LIMITATIONS OF LIABILITY IN THIS PARAGRAPH SHALL NOT APPLY TO A
PARTY'S BREACH OF SECTION 2.2

T4, Time iz of the Essence. The paries acknowledge and agree that time is of the
essence with respect to the each parties’ obligations under this Agreement.

7.5. Remedies. The parties agree that imeparable damage may occur in the event of
a breach by a party hereunder. It is accordingly agreed that a non-breaching party may
saek appropriate equitable relief in the event of parly's breach, without prejudice to any
other rights and remedies that the non-breaching party may have at law or in equity.

ARTICLE VIl
SURVIVAL

&.1. Survival. The representations, warranties, and agreements made by the parties
in this Agreement and in any cerificates and documents delivered in connectan
heravath, shall survive the Closing Date for a period of six () months regardless of any
investigation made by the party making claim hereunder, and thereafter automatically
shall terminate, provided that, if a party makes a claim with respect to any
representation, warranty or agreament herein within such six [B) month period, than
such representation, warranty or agreement shall survive only as it concerns the
pending claim untll tha final determination of the matter.

ARTICLE IX

MISCELLANEOUS

8.1. Third Parties. HNothing herein expressed or implied s intended or shall be
construed to confer upon or give to any person other than the partes hereto and thair
succlssors and assigns any rights or remedies under or by reason of this Agresment.

8.2, Confidentiality. Prior to the Closing Date, Purchaser and Saller shall hold, and
shall cause their emplovees, representatives, agents, and affiliated peraons to hold, in
sfrict confidence and not use in any way except in connection with the transactions
contemplated hereby, any confidential or proprietany information obtained from the athar
party in connection with the transactions contemplated by this Agreement, excepl such
information may be disclosed: (i) to regulatory authonties or govemnmeantal agancies and
to any oiher person fo the extent necessary fo obfain the consents of approvals
contemplated by this Agreament. (i) if requirad by court order or decrese or applicable
bawr; {iit) if it is publicly available through no act or failure o act of the disclosing party;
{iv) during the course of or in connection with any litigation, governmental investigation,
arbitration, or other proceedings based upon or in connection with the subject matier of
this Agreement; (v) upon the prior written consent of the other party; or (vi) if it is
otherwise expressly provided for harein. In the event that a disclosura is required under
Section 9.2(ii) or 9.2(iv}, the disclosing party shall provide reasonable prior written
notice of the disclosure and will reascnably cooperate with the other party as requested
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to protect the Information to be disclosed.

93  Notices

{a) AN noticas, requests, demands, and other communications required or
permitied to be given heraunder shall be deemed to have been duly given if in writing
and delivered personally, by overnight courier, or mailed first-class, postage prepald,
registened or cartified mail, as follows:

If tx Seller:
Johms Hopking Bayview Medical Center, Inc.
5300 Alpha Commaons Drive
Alpha Commons Building, Executive Offices
Baltimore, MD 21224-2780

With & copy to:

. Daniel Shealer, Ezqg.

Vice President & General Counsel

Tha Johns Hopkins Health System Corparation
600 M. Wolle Street

Baltimore, MD 21287-1800

If to the Purchaser

Mid-Atlantic Health Care Acquisitions, LLC
1822 Greanspring Driva, Suite #3
Timonium, Maryland 21093

Aftr: Chief Executive Officer

With a copy to:

Miles & Stockbridge, P.C,
100 Light Street

EBaltimore, Maryland 21202
Aftn: Joseph P, Ward, Esqg.

(b}  The paries may change the address to which such communications are o
be direcied by giving written notica to tha other in the manner provided in this Section

() Any such notice, request consent, or other communication shall be
deemed raceived at such time as it is personally delivered or on the third business day
after it is s0 mailed, as the case may ba.

8.4 No Waiver; Cumulative Remedies. Mo failure by a parly to exercise and no

delay in exercising any right, power, privilege, or discretion under this Agreement shall
operate a3 a waiver thereof, nor shall amy single or partial exercize of any right, powear,

12
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privilege, or discretion hereunder preclude any ather exercise thersof, nor shall any
waiver thereof be effective unless in writing and signed by the party waiving the same.

9.5. Applicable Law. This Agreamant is made, axeculed and delivered in the State
of Maryland, and Maryland law shall govern itz interpretation, performance, and
enforcement, exclusive of conflict of law rules.,

985 Forum. The Parbes consent to submit fo the exclusive jurisdiction of the courls

of the State of Marnvland located in Howard County for any proceeding arising in

connection with this Agreement, and each Parly agrees not to commence any such

proceeding except in such courts. The Parties walve any objection to the laying of

EE"L.E af any such proceeding in the courts of the State of Maryland located in Howard
ourty,

8.7. Entire Agreement This Agreement, including the recitals set forth abowe which
are intended to be an integral part hersof, sefs forth the entire agreement and
understanding of the parties with respect to the transactions contemplated hereby and
supersedes all prior agreements, arrangements, and understandings relating to the
subject matter herecd.

8.8 Severabllity In case one or more of the provisions contained n this Agraement
shall far any reason be held to be invalid, illegal, or unenforceable in any respect, such
imvalidity, illegality, or unenforceability shall not affect any other provision harecf, and
thiz Agreement shall be construed as if such invalid, illegal, or unenforceable provision
had never bean contained harain,

8.8 General The Seclion headings contained in this Agreement are for referance
purposes only and shall not affect in any way the meaning or interpretation of this
Agreement. All references made in the neuter, masculing, or famining gender shall be
deemed to have been made in all such genders; and in the singular or plural number
ghall be deemed 1o have been macde respactively, in the plural or singular number as
well,

9.10 Assignment This Agreement shall inure to the bensfit of and be binding upon
the parties hereto and their respactive successors and parmitted assigns. Purchaser
miay nof assign or delegate its rights or chiigations hereunder without the prior written
consant of Seller, provided that Purchaser shall be parmitted to assign all of its rights
and obligations under this Agreement without the consaent of Seller o any entity
{whather currently existing or hereafter created) that is owned solely by all of the same
members of Purchaser . Any such assignment or delegation, however, shall not relieve
Purchaser of any obligations under the terms of this Agreement, and Purchaser agrees
o unconditionally guarantes the full and complete performanca haraunder by its
assignee.

8.11. Expenses. Purchaser and Seller shall each pay all of its own expenses relating
to the transaction contemplated by this Agreement, including but not limited to the fees
and disbursements of their respeciive counsel, accountants, consultants, and financial
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advisors, whether or not tha transactions contemplated hereunder are consummated.

8,12, Counterparts. This Agreement may be executed in any number of counterparis,
each of which shall be an ariginal with the same effect as i the signatures thereto and
hereto were upon the same instrument.  Any signaiure duly afficed to this Agreement
and delivered by facsimile transmission or in PDF format shall be deamead to have the
same legal effect as the actual signature of the parson signing this Agresment.  Any
Party receiving delivery of a facsimile or PDF copy of the signed Agreement may rely on
such as having actually been signed.

5.13 Public Announcements. Unless required to do 2o by applicable law or
regulation, Purchaser and Seller sach agree that it shall not release, publish or
otherwise make available o the public in any manner whatscaver any Information or
announcement regarding this Agresement or the transactions comtemplated hereby
without the prior written consent of the other Party except for purposes of obtaining the
Regulatary Appravals.

[This space iz intentionally left blank. Signature page to follow.]
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IM WITNESS WHEREOQF, the paries hereto have executed and sealed this
Purchase and Sale Agreement ag of the day and year first written above.

SELLER:

HNS HOPKING BAYVIEW MEDICAL
CENTER, INC.

L 408K EA—

Richard G. ani;ﬂh -
President

PURCHASER:

MID-ATLANTIC HEALTH CARE
ACQUISITIONS, LLC

By:

Name:
Title:

13
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EXHIBIT A
ASSIGNMENT OF INTANGIBLES

KNOW ALL MEN BY THESE PRESEMTS, that the undersigned, Johns Hopkins
Bayview Medical Center, Inc., a Maryland non-profit corporation (*Seller”), for good and
valuable consideration fo it paid by [Mid-Atlantic Health Care Acquisifions], LLC, a
Mardand limited liabilty company (“Purchaser™), the rmeceipt of which is heraby
acknowledged, does hereby grant, bargain, sell and transfer to Purchaser, its
successors and assigns, all its right, fitle, and interest in and to eighty (B0)
Comprehensive Care Facility Bads identified as the Bed Righis in the Purchase and
Sale Agreement (the “Agreement™) dated September 19, 2014 by and between Seller
and Purchassar.

AMD T HAVE AND TO HOLD all and singular the aforesaid properly fo
Purchaser, its successors and assigns foraver.

Seller warrants and represents that it has and is conveying fo Purchaser good
fitle to the aforesaid Bed Rights. free and clear of all morigages, liens, claims and
encumbrances, and Seller covenanis and agrees fo warrant and defend fitle fo said
property unto Purchaser, its successors and assigns.

IM WITHESS WHEREOF, Saller has caused this instrument to be executed this
_ dayof , 2014,

SELLER:

JOHNS HOPKINS BAYVIEW MEDICAL
CENTER, INC.

By:

Richard . Bennett, M.D.
President
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ESCROW AGREEMENT

THIS ESCROW AGREEMENT (the “dgrecment™) 15 made and entered into as of
September _, 2014, by and among Johns Hopkins Bayview Medical Center, Inc., a nol-
for-profit corporation organized under the laws of the State of Marvland “THEMC™),
Mid- Atlantic Health Care Acquisiions, LLC, a limited liability compeny organized under
the laws of the Staie of Maryland (“Mid-Atlantic™), and Bank of America, Mational
Associption, a national banking association duly orpanized and existing under the laws of
the United States of America, having an office in Chicagno, [ings (the “Escrow Agen™),
JHBMC and Mid-Atlantic are individually referenced herein as a “Party™ and collectively
a3 the “Parties”,

WHEREAS, JHBMC and Mid-Atlantic have entered into that certain Purchase
and Sale Agreement dated as of September 19, 2014 {the “Purchase Agreement™) under
which Mid-Atlantic seeks to purchase, and JHEMC sceks 1o scll to Mid-Atlantic, certain
rights, title and miteresiz of JTHBMC in amd 1o eighty (80 licensed long-term care facility
beds known in Maryland 2= comprehensive care facility (“CCF™) beds {the “Bed
Kights™), formerly operated as part of Johns Hopkins Bayview Care Center located at
5505 Hopkina Bayview Circle, Baltimore, Maryland 21224; and

WHEREAS, pursuant to Section 2.4 of the Purchase Agreement, Mid-Atlantic is
required to pay two deposits which together todal fifty thousand dollars (550,000,000 in
escrow 10 be applied toward the purchese price for the Bed Rights,

NOW, THEREFORE, in consideration of the mutual promises contained herein
and other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, the parties hereto agres as follows:

ARTICLE]
ESTABLISHMENT OF ESCROW

(a) Within five {(5) busincss days of the Parties” execution of the Purchase
Agreement, Mid-Ailantic will deposit twenty-live thousand dollars ($25,000.00) (the
“Inltfal Depozic™) with the Escrow Ageni. [t is acknowledged that additional deposits
may be mads following the Initial Deposit in accordance with the terms of the Purchase
Agreement, The Initial Deposit as well as any additional deposits, shall hereinafter
collectively be referred to as the “Escrow Fusd ™

(4] The partics hercio hereby appoint the Escrow Agent, and the BEscrow
Agenl hereby agress lo serve, as the escrow agent and depositary subject to the terms and
conditions set forth herein. The Escrow Agent shall receive the Initial Deposit and any
addittonal deposits and agrees to hold the Escrow Fund in a separate and distinet acoount
(the “Escrow dccown™) which 15 hereby establizhed pnd which will bz held and disbursed
by the Escronw Agent only in sccordance with the express terms and conditions of this
Agreement, The Escrow Agent may accepd an item for deposit into the Escrow Account
from cither Party. Escrow Agent is nof required to question the authority of the person
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making the deposit on behall of a Party,

ARTICLE 1T
INVESTMENT OF ESCROW FUNI

The Escrow Fund shall remain wninvested.  The parties hereto  hereby
acknowledge and agree that they will not have any claim or cause of action against the
Escrow Apent for its failure 0 invest the Bserow Fumd inan interest bearing or otharwise
accrefing account, and each Parmy shall indemnify and hold the Escrowr Apgent harmlezss
from any such claim (and any expenses incurred defending such clpim) asserted, as
applicable, by any of ils respective shareholders, creditors, trustes(s) in bankeuptey or
other persons not a party o this Agreement

ARTICLE IT1
DISRURSEMENTS FROM THE ESCROW ACCOUNT

The Escrow Agent shall only disburse amounis beld in the Escrow Account upon
receipt of a written notice (' Oishursement Begieesr™) from JHEBMC and bid-Atlantic tao
{21 Business Days prior to the reguested disbursemend dote specifving (1) the mmount 1o
be dishursed, (i) the date of dishursement, (i) the recipient of the dishursement, and
{iv) the manner of disbursement and delivery instructions, A form of Disbursement
Request is attached hereto as Annex . For the aveidance of doubs, i any Disbursement
Riequest awthorizes the disbursement of all of the then-remaining Escrow Funds, such
Disbursement Request shall constitute & Terminstion Motice (as defined below) and shall
b treated as such in sceordance with the provisions of Article VIL. Further, the Esceow
Agent 15 authorized to obtain confirmmation of such Disbursement Request by telephone
call-back 1o the person or persons designated for verifying such requests on Exhibil B
{such person verfying the request shall be different than the person initiating the
requesi),

ARTICLE 1V
COMPENSATION; EXPENSES

As compensation for its services 1o be rendered under this Agreement, for each
vear of any portion thereof, the Eserow Agent shall receive a fee in the amount specified
in Exhibit A to this Agreement and shall be reimbursed upon request for all expenses,
disbursermnents and advances, including reasonsble fees of outside counsel, il any,
incurred or made by il in connection with the camying out of its duties under this
Agreement.  Mid-Atlantic and JHEMC shall each be responsible for paving half of such
fees and expenses, The Escrow Agent is hereby awthorized and direcied o wathdrw
from the Eszcrow Funds any fees or expenses that have been invoiced but that have
rematned unpaid for sixty (60} days or more, Further, and in addition to the right given
to it in the preceding sentence, the Escrow Agent is hereby auvthorized to withhold any
disbursement it would otherwise make from the Escrow Account if ot the time of such
disbursement any invoiced fizes or expenses remain unpaid. In the event of a withdrawal
by Escrow Agent from the Escrow Funds to pay foes or expenses of the Escrow Agent,
JHBMC and Mid-Atlantic each agree w immediately make an additional deposit (egual
to half of the amount of such unpaid fees or expenses) into the escrow account in order (o
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bring the balonce back to its imended balance as coplemplated by the Purchasze
Agrecment.  Amounts due for fees and expenses at the time this Agreement is executed
shall be desmed 1o have been inveiced at such tme and for purposes of this Ardicle [V
shall ke deemed an invoice. It is understood that the foregeing provisions may affect the
disbursement of funds 1o parties not responsible for the payment of fees and expenses.

ARTICLE WV
REPRESENTATIONS AND WARRANTIES

The Parties each hereto hereby represents and warranis as of the date hereof and
each date prior to the termination of this Agreement as follows:

{a) auch party is duly organized, validly existing and in good standing under
the laws of the State of its organizetion;

() such Party has all requisite cotporate or other power, suthonty and
capecity, and such other consents and approvals as are required 1o enler
into this Agreement and to perform the obligations reguired of it
hereunder and thereunder. The exceution and delivery of this Agreement,
and the consummation of the transactions contemplated herein, have been
duly and walidly swthorized by all necessary action. This Agresment
constitutez a walid and legally binding agresment of such Pariy
enforceable in accordance with its terms, and no offset, coumterclaim or
defense exists to the full performance by such Pary of this Agreement,
except as the same may be limited by bankruptcy, insolvency,
reorganization and similar laws affecting the enforcement of creditors’
rights generally and by general equity principles;

{c) such Party is in full compliance with all applicable anti-money laundering
ared anti-terrorist financing lews and regulstions;

{d}y the Escrow Account will be used by such Party for business use only and
not primarily for personal, family or household use;

{z) such Party will nod use the Escrow Account for illegal iransactions,
ingluding, without limitetion, those prohibited by the Unlawlul Intermet
Cambling Enforcament Act, 31 UL.8.C, Section 5361 et. seq.

ARTICLE ¥1
EXCUPLATION AND INDEMNIFICATION

6.1(a) The obligations and duties of the Escrow Agent are confined to those specifically
zot forth in this Agreement which obligations and duties shall be deemed purely
ministerial in nature. Mo additional obligations and duties of the Escrow Agent shall be
inferred or implied from the terms of any other documents or agrecments,
notwithstanding references herein o other documents or agreements, In the event that
any of the terms and provizions of any other agreement between any of the parties hercto
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conflict or are inconsistent with any of the terms and proviswons of this Agreament, the
terms and provisions of thiz Agreement shall govern and control the duties of the Escrow
Agent in all respects. The Escrow Agent shall not be subject w, or be under any
ohligation to ascerizin or construe the terms and conditions of any other instrument, or to
interpret this Agreement in light of any other agrezment whether or ol now or hereafler
depostted with or deliverad to the Escrow Agent or referred to in this Agreement. The
Escrow Agent shall not be obligated to inguire as to the form, execution, sufficiency, or
validity of any such instrument nor to inguire a5 to the identity, authorty, or rights of the
person or persons executing or delivering same. The Escrow Agent shall have no duty to
know of inguire as to the performance or nonperformance of any provision of any other
pgreement, instrument, or document. The parties hereto shall provide the Escrow Agent
with a list of authorized representatives, initially authorized hereunder as set forth on
Exhibit B: as such Exhibit B may be amended or supplemented from time o tme by
delivery of a revised and re-executed Exhibit B o the Escrow Agent. The Escrow Agent
may, bt is not required to, investigate payment instructions, make further inguiries, and,
where required, block or reject services due 10 domestic or global economic or irade-
hased sanctions, Modwithstanding the foregoing sentence, the Escrow Agent is authorized
to comply with and rely upan any notices, instructions or other communications believed
by it 0 have been sent or given by a persen or persons authorized by the parties. The
Escrow Agent specifically allows for receiving direction by wrtten or elsctronic
transmission from an authorized representative with the following caveat, the Parties
agree 1o indemnify and hold harmless the Escrow Agent against any and all claims,
losses, damages, lisbilities, judgments, costs and expenses (including reazonahble
attomeys’ fees) (collectively, "Losses") incurred or sustained by the Escrow Agent as a
result of or in conneetion with the Escrow Apent's relinnce upon and complinnee with
instructions or directions given by written or electronic transmission, provided, however,
that such Losses have not arisen from the gross negligence or willful misconduct of the
Escrow Apgent.

(b} [n the event funds transfer instructions are given to the Escrow Agent pursusnt to
the terms of this Agreement (other than with respect to fund transfers to be made
contemporancously with the execution of this agreement), regardless of the method used
te transmit such instructions, such mmstructions must be given by an individual designated
ofn Exhibit B, Furiher, the Escrow Agent is awthorized to obfain and rely uwpon
confirmation of such instructions by telephone coll-back 1o the person or persons
designated for verifying such instructions on Exhibit B (such person verfying the
instruction shall be different than the person initisting the instruction). The parties hereto
aside from the Ezscrow Agent agree that the Eserow Agent may delay the initiation of any
fund tranafer uniil all security measures it doems to be necessary and appropriaie have
been completed and shall incur mo liability for such delay,

62  The Escrow Account shall be maintained in accordance with applicable laws,
rubes and regulstions and policies and procedures of general applicability to acoounts
established by the Escrow Agent. The Escrow Agent shall not be liable for any act that it
may do or omit to do hereunder in good farth and in the exercize of its own best judgment
or for any damages nat direct]y resulting from itz gross negligence or willful misconduct.
Without limiting the generality of the forepoing sentence, it is hereby agreed thal in no
event will the Escrow Agent be liable for any lost profits or other indirect, special,

-4
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incidental or consequential damages which the partics may incur or experience by reason
of heving entered into or relied on this Agreement of arising out of or in connection with
the Esceow Apent’s duties hereunder, notwithstanding that the Escroar Apent was advised
or otherwise made aware of the possibility of such damages, The Escrow Agent shall not
be liakle for acts of God, acts of war, breakdowns or malfunctions of machines or
computers, interruptions or malfunctions of communications or power supplies, labor
difficulties, actions of public authomties, or any other similar cause or catastrophe bevond
the Escrow Agent’s reasonable contrel. Any act done or omitted to be done by the
Escrow Apent pursuant to the advice of its attomeys shall be conclusively presumed 1o
have been performed or omitted in good faith by the Escrow Agent.

63  In the event the Escrow Agent is notified of any dispute, disagreement or legal
metion relating 0 or arsing in connection with the esceow, the Escrow Fund, or the
performance of the Escrow Agent's duties under this Agreement, the Escrow Agent will
not be reguired to determine the controversy or to take any action regarding it, The
Escrow Agent mav hold all documents and funds and may wait for settlement of any sech
controversy by final appropriate legal proceedings. arbitration, or other means as, in the
Escrow Apent's discretion, it mey require.  Furthermore, iF confromted with conflicting
demands such that it determines in good faith that it risks incurring expense or liability
regardless of any action it may take or refrain from feking, the Escrow Agent may, at its
optien, file an action of imerpleader requiring the parties to answer and litigate any
claims and rights among themselves. The Escrow Agent is suthorized, af its option, to
depesit with the court in which sech action s Gled, all documeniz and funds held in
escrow, except all costs, expenses, charpes, and reasonable attorneys” fees incurred by the
Escrow Agent due to the interpleader action and which JTHBEMC and Mid-Atlantic agree
on & joint and several basis to pay. Upon initiating such action, the Escrow Agent shall
be fully released and discharped of and from all subsequent obligations and lability
otherwise imposed by the 1eoms of this Agreement,

6.4  The Parties hereby agres, on o joint and several basis, 1o indemnifly and hold the
Escrow Agent, and Its directors, officers, employees, and agents, harmless from and
against all costs, damapes, judgments, attomeys” fees (whether such atiorneys shall be
regulady retained or specifically emploved), expenses, obligations and liabilitics of every
kind and nature which the Escrow Agpent, and its directors, officers, emplovess, and
agenls, may incuer, sustain, or be reguired o pay in connection with or arising out of this
Agreement, unless the aforementioned results from the Escrow Apent’s gross negligence
or willful misconduct, and to pay the Escrow Agent on demand the amount of all such
costs, damages, judgments, attorneys’ fees, expenses, obligations, and liabilities.
Without limitation, the foregoing indemnitics shall extend to any breach of the
representations, warranties or covenanls in Section 10.3 of this Agreement. The costs
and expenses of enforcing this right of indemnification also shall be paid by the Paries.
The foregoing indemnities in this paragraph shall survive the resignation or substiiution
of the Ezcrow Agent and the fermination of this Agreement.

ARTICLE VIl
TERMINATION OF AGREEMENT

This Agreament shall terminate:
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(&) O the termination date set forth in a propery executed and delivered
Termination Motice (a5 defined below), The Parties may, al any tme, lerminae this
Agreement by delivering 1o the Escrow Agent written nodice (the ' Terminarion Notice™)
signed by the Partics setting forth (1) the requested termimation date and (i) instruclions
for the return or delivery of the parties” then-esceowed property. The Termination Motice
shall ke received by the Escrowr Agent not fiewer than tao (2) Business Days prior to the
requested termination dote, A Form of Termination Motice 15 attached hereto as Exhibit
.

(b} Should the Parties terminate the Agreement pursuant to this Arficle V1T, it
iz understood and agreed by each of them that the Escrow Apent shall be entitled (i) to
keep any mondes paid o 16 in respect of fees or expenses previously due and owing and
(i)t offset from the amount of Escrow Funds on deposit as of the date of the
Termination Motice, any amounts due for fees and expenses that, as of such dise, hove
heen previously invoiced and remmain unpaid or which are then due and payable on a pro
rafa hazis.  Motwithstanding any other provision hereof, this Agreement shall not
terminate before all amounts in the Escrow Account shall have been disiributed by the
Escrow Agent in accordance with the terms of this Agreemant.

ARTICLE VvIII
RESIGNATION OF ESCROW AGENT

The Escrow Agent may resign at any tme upon giving at least thicty (307 days
prior writien notice to JHBMC and Mid-Atlantic; provided that no such resignation shall
become effective until the appoiniment of a successor escrow agent which shall be
accomplished as follows: JTHBMC and Mid-Atlantic shall use their best efforts 1o select a
swocessnr escrow agent within thirmy (30) days afier receiving such notice.  If JTHBMC
and Mid-Atlantic fail to appoint a successor escrow agent within such time, the Escrow
Agent shall have the right at the joint expense of JHEMC and Mid-Atlantic to petition
any court of peneral jurisdiction sitting in Cook County, [linois for the appointment of o
suwgeessor eserow agent.  The swccessor escrow agent shall execute and deliver an
instrument accepting such appointment and it shall, without further acts, be vested with
all the estates, properties, rights, powers, and duties of the predecessor escrow agent ag il
originally named as eserow agent. Upon delivery of such instrument, the Escrow Apgent
shall be discharged from amy further duties and lability under this Agreement.  The
Escrow Agent shall be paid any outsianding fees and expenses prior o transferring asseis

10 A SUCCES50r CRCT0W agent.

ARTICLEIX
MOTICES

All notices reguired by this Agreement shall be in writing and shall be deemed to
have been received [a) immediately it seni by hand delivery (with signed return receipt),
(k) the next Business Day if sent by nationally recopnized overnight courier or (o) the
second following Business Day if sent by registered or certified mail, in any case to the
respective addresses as follows:
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I7 90 THEBMC:

Johns Hopkins Bayview Medical Center, Ine,
5300 Alpha Commons Drve

Alpha Commons Building, Executive Oflices
Baltimore, MDD 21224-2TR0

Afin: President

With a copy to:

(3. Daniel Shealer, Esq.

Vice President & General Counsel

The Johns Hopkins Health System Corporation
600 M. Waolte Street, Admin. 400

Baltimore, MDY 21287-1%00

If 1o Mid- Atlantic:

bedid-Adlantic Health Care Acguisitions, LLC
922 Greenspring Drive, Suite #3

Timoniuem, Maryland 210493

Atin: Chief Executive Officer

If to the Escrow Agent:

Bank of America, Mational Association
Global Custedy and Agency Services
135 5. LaSalle Street

IL4-135-05-07

Chicago, llineds 600G

Attention: Arlene Kaminski

ARTICLE X
TAX REPORTING

10,1 The Pariies undersiand and agree that they are reguired to provide the Escrow
Apent with a properly completed and signed Tax Certification (as defined below) and
that the Eserow Agent may nod pecform ils duties hereunder without having been
provided with such Tax Certification. Accordingly, the Parties understand and agree that
unless and until all Parties have provided Tax Cerifications to the Escrow Agent, the
Esceow  Account shall not be inwested as otherwise provided hercin nor shall
disbursements be made from the Escrow Account as otherwize provided at Aricle 111, In
the case of a person that = a "“United States person”™ within the meaning of Section
TTOLa)30) of the Intemal Revenue Code of 1986, as amended (the “Code™), an original
[ES Form W-0 (or applicable successor form) will be provided. In the case of a person
that iz not & “United States person”™ within the meaning of Section 7700(a)(30) of the
Code (hereinafter & “foreign perser™), an original spplicable IRS Form W-BECT, W-

-7-
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BIMY, W-S8EXP or W-RBEN (or applicable successor form), along with any required
attachments, will be provided to the Escrow Agent. As used herein “Tax Certiffcation™
shall mean an RS form W-9 or W8 sz described above, Under current law, the
applicable IR8 Form W-8ECL W-8IMY, W-BEXF or W-EBEM pencrally will expire
every three (37 vears and must be repleced with snother properdy completed and signed
original sent o the Escrow Agent. A new original [RS Form W-R, indicating the relevamt
Escroar Avccount number, (or such other information or forms as required by law) must be
delivered by esch foreign person to, snd received by, the Escrow Agent either prior to
December 31st of the calendar year inclusive of the third (3rd) anniversary date of the
dute listed on the previously submitied form or as otherwise required by law.

0.2 The Escrow Agent will comply with any U5, tax withholding or backup
withholding and reporiing requirements that are required by law,

10,3 Esch Party hereby (1) represents and warrants each for itself that, as of the date
thizs Agreement is made and entered into, the Escrow Account iz nod a Cualified
Settlement Fund, Designated Settlement Fund, or Disputed Ownership Fund within the
mganing of section 4680 of the Code (and the regulations thereunder) and (11} covenants
that they shall not respectively take, fail to take or permil (o occur any action or inaciion,
on or affer the date this Apreement is made and entered into, that cawses the Escrow
Account to become such a Cualified Setlement Fund, Designated Setlement Fund, or
Disputed Crmership Fund at any fime.

10.4 The Paries agrec that they are not relicved of their respective obligations, if
any, to prepare and file information reports under Code Section 6041, and the Treasury
regulations  thercunder, with  respect to amounts of impoied inferest income, &
determined pursuant to Code Sections 483 or 1272, The Escrow Agent shall not be
responsible for detemmining or reporiing such imputed inferest,

ARTICLE X1
MISCELLANEOQOUS PROVISIONS

11.1  Each party hereto represents and warrants that such party has all necessary power
and authority 10 execute and deliver this Agreement and (o perform all of such party’s
obligations hercunder. This Agreement constitutes the legal, valid, and binding
obligation of each parly herefo, enforcenble pgainst such party in accordance with its
respective terms, except as such enforceability may be limited by bankrupicy, insolvency,
reorganizetion or other similar laws affecting the enforcement of creditors™ rights
generally and by peneral principles of equity, regardless of whether such enforceability
shall be considered in a proceeding in equity or at law.

11.2  This Agreement shall be governed by and construed in accordance with the laws
of the State of [linois and the parties hereto consent to jurisdiction in the State of [linois
and venue in any state or Federal court located in the City of Chicago.

1.3 Any bank or corporation into which the Escrow Agent may be merged or with
which 1t may be consolideted, or any bank or corporation to whom the Escrow Agent
may transfer a substaniial amoun of s escrow business, shall be the successor to the

90



4832-6178-3074v10

EXHIBITD

Escrow Agent without the execution or filing of any paper or any further act on the pan
of any of the parties, anything herein to the contrary notwithstanding.

11.4  This Agreement may be amended, modified, andior supplemented only by an
instrument in writing executed by all parties herato,

11.5 This Agreement may be execwied by the parties hereto individually or in one or
more eounterparts, each of which shall be an originel and all of which shall together
constitute one and the same agreement.  This Agreement, signed and transmiited by
favsimile maching or pdf file, is to be treated as an original decument and the sigrature
of any party hereon, if so transmitted, is (o be considerad as an original signature, and the
document so transmitted 15 to be considered to have the same binding effect as a
manually execuled original.

1.6 The headings wsed in this Agreement are for convenience only and shall nod
constitule a part of this Agreement.  Any references in this Apreement to any other
agreement, instrament, of docwement gre for the convenience of the parties and shall not
constituie a part of this Agresrment.

I1.7  As used in this Agreement, “Susiness Day™ means a day other than a Saturday,
Sunday, or other day when banking institutions in Chicago., Mlinois are authorized or
required by law or executivi order to be closed,

11.8  This Agreerment constitutes a comtract solely among the parties by which it has
been executed and is enforceable solely by the parties by which it has been executed and
i wther persons, It iz the intention of the parties hereto that this Agreement may not be
enforced on a thisd party beneficiary or any similar basis,

1.9 The parties agree thal if any provision of this Agreement shall under any
circumstances be deemed invalid or inoperative this Agreement shall be construed with
the invalid or inoperstive provisions deleted and the nghts and obligations of the parties
shall be consirued and enforced accordingly,

1110 No party hereto shall assign its rights bereunder until its assignee has submitted to
the Escrow Agent (i) Patriot Act disclosure materials and the Escrow Apent has
determined that on the basis of such materials 1t may sccept such assignes us a customer
and (i} assignee has delivered an IRS Form W-8 or W-9, as appropriate, to the Escrow
Agent which the Escrow Agent has determined to have been properly signed and
completed, In addition, the foregoing rghts 10 azsign shall be subject, in the cose of any
party having an obligation to indemnify the Escrow Agent, to the Escrow Agent's
approval based upon the financial ability of sssignee to indemnify it being ressonably
comparable to the financial ability of assignos, which approval shall not be unreasonably
withheld.

111 Any claim against the Escrow Agent arising oul of or relating to this Agreement
shall be settled by arbitration in accordance with commercial rules of the American
Arbitration Association.  Arbitration proceedings conducted pursuant o this Section
11.11 shall be held in Chicage, [Hinois.
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1112 Eserow Agent will treat information related o this Agreement as confidential but,
unless prohibited by law, the Partics awthorize the transfer or disclosure of any
information relating w the Agreemant 10 and betweean the subsidiasies, officers, affiliates
and cther representatives and advisors of Escrow Agent and third parties selected by any
of them, wherever situated, for confidential use in the ordinary course of business, and
further acknowledge that Escrow Agent and any such subsidiary, officer, Affiliate or
third party may transfer or disclose any such information as required by any law, court,
regulator or legil process,

The Parties will treat the ferms of this Agreement, incleding any Fee Schedule, az
confidential except on a "need 1o know" basis to persons within or outside such Party's
organization {(including affiliates of such Party), such as attorneys, accountants, bankers,
finamcial advisors, auditers and other consultants of such pary and its affiliales, except as
reguired by any law, court, regulator or legal process and except pursuant to the express
prior written consent of the other parties, which consent shall not be unreasonably
withheld;

|SIGNATURES APPEAR ON THE FOLLOWING PAGE)

= 10-
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M WITHESS WHEREQF, the parties hereto bave executed and deliversd this Apreement as of
the day ond veor first above wriiten,

JOHNS HOPKING BAYVIEW MEDICAL CENTER, INC.

Title: President

MID-ATLANTIC HEALTH CARE ACQUISITIONS, LLC

By _—
Mame:
Title:
Escrow Agsnt:

BAMK OF AMERICA; NATIOMNAL ASSOCIATION

By

Mame:
Title:

4832-6178-3074v10
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EXHIBIT C

FORM OF TERMINATION NOTICE
[Dhate]

Bank of Armerica, Mational Asscciation
Gilobal Custody and Agency Services
135 5. LaSalle Street

ILA4-135-05-007

Chicago, [llinois 60603

Attention: Arlene Kaminski

NOTICE OF TERMINATION

Ladies and Gentlemen:

We refer you to that certain Escrow Agreement (the “dgreement™), doted as of Seplember
2014, among Johns Hopkins Bayview Medical Center, Inc., Mid-Atlantic Health Care Acquisitions,
LLC, and Bank of America, Mational Association, a photocopy of which is attached hereto, Capitalized
terms used but nod defined in this letter shall have the meanings given them in the Agresment

We herchy nodify vou, in sccordance with the terms and provisions of Arbele VII(s) of the
Agreement, that we are terminsting the Agreement, Accordingly, we request that you terminate the
Agreement as of [+]'. Those underiakings that, under the provisions of the Agreement, shall survive
termination of the Agreement shall continue as provided therein, All Escrow Funds or ilems of properly
thereafter om deposil or held in the Ezerow Account of by the Escrow Agent pursuant o the Agrecment
shall, concurrently with the termination of the Agreement, be delivered by, as applicable, federal wire
transfer or nationally recopnized overnight courier service as follows:

[Describe escrowed property or fundy amound to be delivered):

To [Designate Party], at: |insers fod wire instructions or physical address for overnipght cowrier

delivery|,
Yery truly yours,
JOHNS HOPEINS BAYVIEW MEDICAL MID-ATLANTIC HEALTH CARE
CENTER, INC, ACQUISITIONS, LLC
By: B By:
MName: Mame:
Title: Title:

! Dt shosald b mot fewes than 2 Business Days after the date of this Motice,
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ANNEX I
FORM OF DISBURSEMENT REQUEST

[Dare]
Bank of America, National Association
Global Cusiody and Agency Services
135 5. LaBalle Strect
IL4-135-05-07
Chicaga, Illincis 60603
Attention: Arlene Kaminski
DISBURSEMENT U

Ladies and Gentlemen:

We refer you to that certain Escrow Agreement (the “dgreemenr™), dated as of September
2014, among Johns Hopkins Bayview Medical Center, Ing., Mid-Atlantic Health Care Acquisitions,
LLC, and Bank of Armerica, Mational Asseciation, as Escrow Agent. Capitalized terms used but nod
defined in this letter shall have the meanings given them in the Agresment.

Pursuant to the provisions of the Agreement, vou are hereby directed to disburse funds held in
the Escrow Account as follows:

(i} frhe amownt fo be disbursed),
(i} [ithe dare of disburse meni ],
(15} fthee weciplent of the disburzenent, and]

{tvl fthe mamner of disbursement and delivery instructions (Including wiring instraclions §F

applicable. |
Very truly yours,
JOHNS HOPEINS BAYVIEW MEDICAL MID-ATLAMTIC HEALTH CARE
CENTER, INC. ACQUISITIONS, LLC
Bay: . — By:
Marme: Mame:
Tite: Title:
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Exhibit F: Assumptions behind Financial Projections

MAHC has used its experience operating 18 skilled nursing facilities to develop its
financial projections with a particular focus of one its facilities in Maryland that has a
payor mix and clinical focus comparable to the proposed facility.

Assumed Opening & Pre-Opening Expenses

The projections begin in March 2017, to cover any pre-opening labor expenses as
construction is being completed and the facility prepares to admit patients and finalize
licensing. This period is expected to last 4 months with the facility opening and
admitting residents starting July 1, 2017. The pre-opening expenses include costs
associated for the following positions:

March 2017 April 2017 May 2017 June 2017
e Administrator e Human e Director of e Assistant
Resources Nursing Director Of
¢ Maintenance e Food Service Nursing
Manager Manager e Nurse Liaison
e Housekeeping e MDS
Supervisor Coordinator
e Housekeeping e Central Supply
Staff e Social Service
e Admissions Director
e Activities
Director
e Cooks &
Cooks Helpers
e Laundry
e Billing

Census / Volume Growth

The projections assume the first residents are admitted to the facility July 1, 2017. To
drive our census assumptions we have split admissions between short stay and long
stay residents.

Short Stay Residents:
e Aggressive return to home rehab

e LVAD

e Vent units

e Cardiac patients

e Short term observation stays
e Palliative Care
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Long Stay Residents:

Dialysis

Bariatric

Other typical comprehensive care patients
Longer term rehabilitation

Another key assumption is the payor mix at the facility. We have modeled our payor
mix to be comparable to Fairfield, one of our Maryland-based facilities that has a similar
resident mix and is a similar size (96 beds). As mentioned elsewhere in the application,
we have projected a 47.01% census for Medicaid which is the average of all the nursing
homes in the jurisdiction within which the Facility operates. Beyond that, given the
focus on aggressive return to home rehabilitation residents and other more acute
conditions, we estimate a high percentage of patients (42%) to be Medicare patients.
This is a similar percentage to the payor mix operating at Mid-Atlantic’s Fairfield facility.
The remaining split of 11% is split between private pay (5%) and commercial insurance
(6%).

Projected Reimbursement Rates

The Applicant has assumed rates based on expected case mix and by application of
rates at another of its MD-based facility with a similar patient mix. Mid-Atlantic has
projected the expected Medicaid reimbursement rate based on a projected case mix
index and application of the Maryland pricing methodology. Based on Mid-Atlantic’s
experience and this specific facility’s focus on higher acuity patients, the Applicant used
a CMIof 1.09 in Year 1 and 1.20 in Year 2. These are comparable to the state average
of 1.07 and a Mid-Atlantic average of 1.22 at its other facilities. Based on these
assumptions, the Applicant estimates its per diem Medicaid reimbursement to be
$275.12 during the first 12 months and then $275.31 for the remainder of the projection
period

We have used rates similar to our other facilities for projected reimbursement rates from
other payors:

Medicare Part A $550.05 per patient day
Private $290.00 per patient day
Managed Care $375.00 per patient day
Medicare Part B $10.00 per patient day

Other Revenue

Rental Income

The CCF will comprise a majority of the basement and 1% floor and all of floors 4 — 7.
That leaves approximately 43,233 square feet for other tenants. The building currently
has a tenant in the first floor for a period of 5 years starting February 2014. For
purposes of the projections, we have assumed that MAHC will lease the basement and
floors 2 & 3 as well as continue to lease out retail space on floor 1. We have applied
rental rates as provided to us by commercial real estate brokers, (see Exhibit Q), who
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estimate the space could rent for $18-20 per square foot. We have used $12 per
square foot for the basement and $18 per square foot for the 2" and 3" floors starting
July 1, 2018 to allow for time to lease it up. This yields the following rental income
stream recorded as non-operating income since it is separate from the facility.

2017

2018

2019

2020

2021

Rent Income

$39,996

$407,775

$769,988

$792,058

$803,764

Miscellaneous Income

We have assumed approximately $20,000 per year in revenue from family meals and other non-
patient charges. We have also assumed a bed tax as a contra-revenue based on MAHC

estimates.

Expense Assumptions
Expense assumptions have been built on a detailed line item basis based on per diem
rates and totals from other Mid-Atlantic facilities. We have broken out our expense

items into more detail as follows:

Salaries & Wages
Nursing Services

Nursing Services Benefits

Other Patient Care

Other Patient Care Benefits

Routine Services

Routine Services Benefits

Administrative
Administrative Benefits

Total Salaries, Wages & Benefits

Contractual Services
Therapy
Medical Director
Psychiatrist

Total

Other expenses
Nursing Services
Other Patient Care
Routine Services
Administrative
Management Fee
Capital/Property
Capital Rental

Total Other Expenses

4832-6178-3074v10

$ 825786 $ 2,711,188 § 2,711,188 $ 2711188 § 2,711,188
174,362 643,041 656,335 656,335 656,335
84,753 182,032 182,032 182,032 182,032
18,017 43,174 44,067 44,067 44,067
257,557 482,160 482,160 482,160 482,160
54,484 114,359 116,723 116,723 116,723
240,600 351,200 351,200 351,200 351,200
52,735 95,773 98,343 98,343 98,343

$1708293 $ 4622928 § 4,642,040 $ 4642049 § 4,642,049
327241 1481751 1555071 1555071 1,555,071
15,000 30,000 30,000 30,000 30,000
5,000 10,000 10,000 10,000 10,000
347241 1521751 1595071 1595071 1,595,071

$ 34347 $ 161,236 $ 169214 $ 169214 § 169,214

" 143,956 629,065 659,648 659,648 659,648
215,715 716,198 745,699 745,699 745,699
122,695 344,950 362,252 361,435 360,848
105,038 515,037 540,162 540,162 540,162
84,514 469,335 492,559 492,559 492,559

288 1498 1,572 1,572 1,572

$ 706,552 §$ 2,837,318 § 2,971,107 § 2,970,289 § 2,969,703
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Exhibit G: Facilities Managed By Mid-Atlantic Health Care, LLC

EXHIBIT G

Date
Facility Name City Acgd Beds Address Zip
Pennsylvania
Care Pavilion Nursing and Rehabilitation Center Philidelphia Jul-11 3% 6212 Walnut Street 19139
York Nursing Home Oak Lane Jul-11 240 7101 Old York Road 19126
Cliveden Nursing and Rehabilitation Center Philidelphia Jul-11 180 6400 Greene Street 19119
Maplewood Nursing and Rehab Center Philidelphia Jul-11 180 125W Schoolhouse Lane 19144
Tucker House Nursing and Rehabilitation Center Philidelphia Jul-11 180 1001-11 Wallace Street 19123
Milton Nursing and Rehabilitation Center Milton May-13 138 743 Mahoning Street 17847
Watsontown Nursing and Rehabilitation Center @ Watsontown May-13 125 245 East Eight Street 17777
Falling Spring Nursing and Rehab Chambersburg Jan-14 186 201 Franklin Farm Lane 17201
Parkhouse Nursing and Rehabilitation Center Royersford Mar-14 467 1600 Black Rock Road 19468
Subtotal Pennsylvania 2,092
Maryland
Berlin Nursing and Rehabilitation Center = Berlin May-03 192 9715 Healthway Drive, POBox 799 21811
Oakland Nursing & Rehabilitation Center Oakland Jul-05 112 706 East Alder Street 21550
Fairfield Nursing & Rehabilitation Center Crownsville Dec-06 % 1454 Fairfield Loop Road 21032
Mid-Atlantic Of Chapel Hill, LLC Randallstown Jul-08 63 4511 Robosson Road 21133
Allegany Health Nursing and Rehab @ Cumberland Jul-09 153 730 Furnace Street 21502
VillaRosa Nursing and Rehabilitation Mitchellville Mar-13 101 3800 Lottsford Vista Road 20721
Forest Haven Nursing Catonsville Feb-15 167 701 Edmondson Ave 21228
Restore Health Rehabilitation Center (Startup) White Plains Feb-15 67 4615 Einstein Place 20695
Subtotal Maryland 951
Delawere
Delmar Nursing and Rehabilitation Delmer 109 101 East Delaware Avenue 19940
Total All Facilities 3152
(1) Represents operational beds -- ability to increase to licensed amount (Berlin - 165, Oakland - 153, Fairfield - 96, Watsontown - 125)
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ETATE OF MARYLAMND

DHMH

Maryland Department of Health and Mental Hygicne
Office of Health Care Quality

Spring Growe Center « Bland Bryant Building

55 Wade Avenue + Catonaville, Maryland 21228-4683

by bl by, i Ay . Bevwm. L Cormrmat - Jaskun M. Bvmisieki, MO, Basnsry

Mavember 11, 2014
bdr. Ssaven Wynn, Adminéstraion
Villa Roan Mursing And Rebabilimtion, LLC
3800 Lomadord Vists Hoad
Migshall+ille, MD 20721
RE: 215350
Matice of Deficioncics aa a Hesult of Reviait,
Impasition of Denlal of Faymenis for (ew
Admiizlons under Federal Regulations
Daar Mr, Wynn:

Om Navember f, 2014, o revisit Life Safiety Code survey was conducted at your facllity by the
Office of Health Care Quality, 1o varify that your flcility bad schéeved and malmained complimee for
thoae deficiencica cited during fhe sarvey completod on August 21, 2014,

Wo bed presumed, that based on your allegation of compliance that your fecility was in
substuntial compliance as of 10312004, However, based on our revisit we found that your Escility 18

not in substantial complisnca with the requiremnanss for participation.

Al references w regulatory requirement(s) contained in this letter are found |n Title 43, Code of
Federal Regulaiions.
I IMPOSITION OF BEMEDES

A 3 el of our (nding at your fcility v not in substantisl compliance, the fallewing
remedy (ies) will be imposed: .

Impoaition of denbal of payment for new sdmissicns, efeutw Movember 21, 2004,

If aubsturitial complionce is not achigved by February 21, 2013, the CMS Reglonal Office
andior the Stuse Midicald Agency may rminate your grovides agrsemant on that date.

Pleast note that this neties does not eonstitte formal notics of impesition of aliersative

remadies or torminstion of your previder sgreement. Shoukl CMS determine that terasination
or amy ather remedy i warranted, CMS will provide you with a ssparate formal notificatien of
that deferminuticn,

Toll Pres | ET7-400- #TTY Servies |-BI0-TIR-10M
T =
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M. Steven Wynn, Administrator

Villa Resa Nursing And Rehabilitation, Lle
November 12, 2014

Page2

Iyou disapree with this detemmmabtion, you or your legal repressatative rmay request s hearing
before an Adminiswative Law Judge of the Denarment of Health snd Human Services, Departmental
Appenls Boprd, Procedures poversing this process ane set out in 42 CFR 495040, et seg, A wratien
requess for @ hearing must be filed no later that 60 dayx from the date of receipt of this letter. Soch a
requEst may be made i

Diepartment of Henith & Human Scorvices
Depanmental Appeals Board, MS 6132
Ciwil Remedies Divisien

Aftention: Cliver A Potis, Chaef

330 Independamoe Avenue, 5.W.

Cohen Building, Room G-644
Washingtom, LG, 20201

A requeal for & hearing shoald identify the !]mnfl‘.::ﬂl.'ﬂ.. and the findings of fact and
conclusions of law with which you disagsee. 1 should slso specify the basis for contending that the
fndings and conclusions ane incomect. You may be represented by countel at & heasing at your own

expense.
Should von choose 1o exercise your right to appeal, please forward a copy that appeal to:

be. Jemes C. Westman, Chiel Counsel
Office of the Genaral Caunsel

Public: Ledger Building, Saite 418
150 South Independence Mall Wi
Philadeiphia, PA 19106

I0._PLAN OF CORRECTION (POC)

A Poe for the deficiencies identified in the astached CMS 2567 must be submitted within 10
days of your receipt of this Rotice. Failure to submit ea sceeptuble PoC by thiz date may resalt in the
Impoaiton of remedics,

Your Pol mist comain the follewing:

. ‘What corestive acsion will be sccomplished for those residents found o have been
nffiecred oy the deficient prectics.
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Bdr. Simven Wymn, Adeninistraior
Villa Resa Nursing And Rababiliaton, Lic
Mowvember 12, 2014
Page !
. How you will identify other residents having the potential to be affecied by the same
deficient practice asd what comestive sction will b aken:

= What messures will be put into place or what systemic ehanges you will make 1o snsie
that the deficient practice does not recur;

= Huow :hwe correcthe aetion will be moniiored to ensurs the deficient procticn will pot
regur, i, what quality sssurunce program will be put Into place; and,

Apecific date when the comective sction will be completed.

References to a residont(s) by Resident 8 only 32 noted in the pravicusly supplied
Ragidem Rogter. This spplica to the PoC as well as sny atachments to the PoC, It ia
uancceptable o mclude o mzident(s) name [n thess documents since the docymenty are
released ia the public.

The enclused CMS-2567 fiorm, Statemest of Deficiencies mnd Plan of Carrection, shall be
remurmnied 1o e aitention of the Health Facilithes Survey Coordinator of the following addreas:

STATE OF MARYLAND
UEFARTMENT OF HEALTH AND MENTAL HYGIENE
OFFICE OF HEALTH CARE QUALITY
55 Wade Avcnue Blund Bryant Building
Catsnsville, Mﬂr” 21118
A1 040 A2
Fax: 4104028334

Iv.  ALLEOATION OF COMPLIANCE

If you believe that the deficiencies identified in the form CMS 2567 have been carrected, you
may eontact youar Survey Coordicator, Ranada Coaper, at the Office of Health Care Quality, Spring
..... _ (irove Hospital Certor, Bland Bryant Building, 54 Wade Avenue. Catansville, Maryland 21228 with
yausr written crediblc ollepation of eomplisnes (Le amoeked lists of sitewdance ot providad troining
amdior revised sinforrens of pelicies” procedures andior stgfiTag pateray wiih revivions or
addifions). If you choose, and so indicate, the PolC may constitutz your allegation of campliance.

If upon & subasguent revisit or by other means, we verify that the facility is in subacantial
compliance, 'we will ~scummend 1o ChS that the remedy (ies) be terminaled. Howeves, if the

seriousness of nonccaplisnce changes fram the sursy findings, the remedies selected may change. If
this ooturs, you will be ndvised of any change.

¥. INFORMAL DISPUTE RESQLUTION
In sccorduncy with §488.331, you hrve ane eppariunity io question clied deficiencies through
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lﬁmhﬁ’rm,&h'lhnm

Rosa Nursing And Rehabilitstion, Llc

Mereember 12, 2074

Fag=4

ulﬂnnldilpu:.udnﬁnnpm To be given sueh an opportunity, you are required to serd your
n:hrqim.u?gm&qmiﬁcdrﬁﬂnqhdngqﬁpﬂ,mnwmu{ﬂrm“
dsputing the deficiancy, to me, Patricia Tomsko May, M.D, Executive Director, Difics of Health Care
Quelity, Speing Urove: Center, Bland Bryant Building, 53 Wade Avensa, Catansville, Maryland 21228,
This request must he st within 10 days of your receipt of the CMS 2567,

Mnﬁ!ﬂdlrphmﬂmhﬁchﬂﬁﬁnnqﬂmﬁrtw i of
enfremens oo =

V1. LICENSURE ACTION

hhmammmwmhmmmw

If you hawe any questions concerning the insrructions eocmained in his letter, plaate contact me
u2 (4100 £02-E201 ox by [ as (410) 202-8234.

Bie Tl ey, 5

Patricia Temgig May, M.D,
Eweretive Dimector
Office of Health Care Quality
MGTm
Errdmerse: OIS 2567
oz Health Facilitics Survey Coondinacoe
Jang Bacen
Ruby Poder
o Paricia A Hisigin — -
Fike I

4832-6178-3074v10
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' i
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faciify's SamplEnng with tha par of somection
submitles tor deficiancias Sl dudng the Lia
EMWHMHM‘N
!hlmﬂﬂhmﬂluq.\lhh
! Nersing Homs was ref found o bi in ssbsantal |
complierce wih the moquirements fer saffcpation
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: Bursgy activiles Included chaervaScr of
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STATE OF MARYLAND

DHMH

Maryland Deparment of Health sod Mental Hygiene

Otffice of Health Care (Juakty

Spring Grove Hospital Cerser + Bland Byt Boildene

35 Wade Avenus + Baltimore, Maryland 212784653
mmn—--unmum—u—ummm

LONG TERM CARE UNIT
FACSIMILE TRANSMITTAL SHEET
To: Vil Rosa Mursio ord Rgkad From: OHCQYLong Temm Carc Uit
Al B Winn Ranada Cocper
Fax: 3015252731 _Page
Pheas: 3014554700 Date: 12052014
Re 2567 for 121114 revisk survey ot

Ulkgest O ForReview DO PesseComment [ Plesse Ry O Pleass Recyeie

& hir Wyna:

Aszchvd plesss find the (CMS-2567 o the second pevisin LSC survey completed by OHOQ & your Eacificy
on 121714, A bard copy bes algo been sent 0 your facifity via standand mail. Please S| frog fo contart me if

o harve Xy qOAESors.
Thank yous.

Famis Cooper

Hieakh Pacdlivles Survey Coorinene
10415017

410200 R0

Confalertality Motz
Tha Fesimile may eortai infprmarion wiieh f lngally reeieged i@ @ icbended only for e e of e E= ]
ﬁi}:nuﬁﬂnﬁhnﬂ;-ﬁyzﬁ:-;mhﬂ -1
lﬂtl_ HH'ILI_ e o dEemiearor, o feiids oa the oy D By St
mw-ﬂl-mpm pal

Vol Free |47 AMDWDHOME - TTY for Dt - Micylied Roioy Sarwie |00 7352250
H.ﬁ.—-—.m
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STATE OF MARYLAND

DHMH

Maryland Department of H

Office nr:llum:p-:m of Health and Mental Hygiene
Spring Grove Center « Bland Bryast Bullding

35 Wada Avaase + Catonsville, Maryland 217304663

M . oo - Ay G B, Lt Gormer = bt B Sarinais, 14,0, §

Decormber 4, 2014

Mz SEven Wyna, Adminktrusor

Villa Ross Nursing tnd Rebabilitation,

3800 Lotabond Vista Road e

MD 2071

RE: 215350
Noticn of Defbciencies as 3 Revubt of Second
Hevist, Impositios of Dedal of Payments for
New Adminsiont wader Federa! Regulations

Dear Mir. Wymn:

mmmul.mn.mmmmmm condacted Eacilsty
hhhﬂmmq&.uwﬁhmmu;ﬂuﬂﬁ
mhhﬂhﬂﬁmhmmunﬂil.ﬂll

humummmmﬂwu faility
wubatantial compliance & of November 18, 2014, - .

Hevwever, bemind T B
- L OF Bur PEvisil we that yowr facllity 1 gt in subsractial complianes with

All refevences to regulatory requirement(s) conmined in this letier are found in Titke 42, Code of

L [MPOSITION OF REMEDIES

As m reslt of z i ot |
ﬂJm;ﬂ-mHhummMmhuﬂhﬂ

Impagition of denial of payment for sew sdmimtions, cffective November 11, 2014

H“nqﬂmhumurﬁ-ﬂh N4, the CMIS Regioeal Cifice
ancor the hqummmw on thag dag,

Mﬂﬂdﬂlﬁﬂh““ﬂhﬂlﬂhd“ of alterealie

e 7100 I TRty e e s
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Mr. Steven Wynn, Adminissator

Villa Rosa Nussing And Rehabilitation, Lic

December 4, 1014

Pagel

remadies o krmination of yeur provider spreement. Should CMS determineg that termination
:“wiﬁunhﬂrhmm-lpmﬂm-ﬁlmwm-f

I yeu disagrez with this dawrmination, you or your legal representative may request a heasing
m-mmﬁ#&%#muﬂmhﬁmm
requatt for n hearing must ke fled :III:'H wd el g o
el
s iy days from the date of receipt of this lemer. Such a

Depurtmogat of Health & Human Services
Departmental Appealy Bosed, b5 6112
Clvil Remedias Davisian
Anention: Oliver A, Foms, Chief

130 Independence Avenwe, 8W

Cohen Bullding. Room C-544
Washington, D.C, 20201

hmhlmwimm%“ﬂhmﬂhﬂ
conclugions of law with which pow disagres. it should aiso specify the basis for contending that the
-Inil'”-dmhﬂmnm You may be represcnted by counsed at a hearing at your own

$heuld you chease 1o exercite your right 1o appeal, please farwasd a copy that sppes to:

My, James C. Mewsnan, Chisf Counsel
Oiffice of the Gentral Cownsel

A Poc for the deficlancies [dentified in the attached CMS 1567 must ba pubminsd within 10
dayn of your reseipt of this notice. Fallure 1o jubmit i
. " an secepitnble Pol by this date may result in the

Your PoC must contain the following:

- What corrective action will be far those
— w residents found to have begn
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Mr. Steven Wymm, Adeninistrater
Villa Rosa Nursing And Rehabilitstion, Lic
Decernber 4, 2014
Page 3
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Haw you will [dentify other residents having the poteniz! ko be affected by the samg
deflciont practics and what comective actien will be mken:

= wmm_umhmmmummwmﬁumwm
that the deficiest prastics does not recur;

- Hnwﬁzmmcﬁw:dmﬁﬂhmnﬁmmdmmhd:ﬁﬂmpmmﬂmnut
M.Lhﬂhwdiﬁmmwﬂkhtwlnhpllﬂ;mﬂ,

. Specific date wien the comestive action will be completed.

- References to & residentls) by Hesident # only as neted in the previously providad
Resident Roster. This applies i the PaC as well as any sttachments b the Pol. It is
unacespiable to include a resident(s) nxme in these docaments since the Soemasnts are
released 1o the public.

The enclosed CME-2567 foern, Statement of Deficlenci=; end Plan of Cormection, shall be returned
to the atiention of the Health Fasilities Survey Coordinator at the following address:

ETATE OF MARYLAND
DEFARTMENT OF HEALTH AND MENTAL HYGIENE
OFFICE OF HEALTH CARE QUALITY
55 Wade Avenue Bland Bryant Building
Catonsville, Maryland 21228
410408249
Fax: 4104028234

V. ALLEGATION OF COMPLIANCE

If you helisve that the deficiencies idmifled In the form CMS IS67 have been corrected, vou
may contact your Survey Coordinetor, Ranade Cocper, at the Offics of Health Care Quality, Spring
Grove Hogpital Center, Bland Bryant Building, 55 Wade Avenue, Catonsvills, Bdaryland 21228 with
your wititen eedible slisgation of compliance (Le. amacied livts of atfendance of provided trainimg
andir revised statemments of policies’ procedures andior Safine potlerns with revisions or
additigns). Ifyou chocme, and 5o indicate, the PolC may constitute your allagation of compliznes.

If upon a subsequent revisit or by other masns, we verify that the facility is in suhstantial
complisnce, we will recammend to CMS that the remedy (fes) be terminmted. However, if the
seriousness of bogcomplisncs changes fam (e survey findings, the remedies selected may change. If
s acurs, yau will be advised of any chenge.

V.  DEORMAL DISPUTE RESOLUTION
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M. Steven Whynn, Adminisratar
Villa Reaa Nursing And Rehabilitation, Lle
Decembar 4, 2014
Page 4

hmﬂﬂlﬂﬂm}L}IHmmtmiﬁhqmﬁnnﬁhﬂd:ﬁdmm
n_lnlin-] tmmm To be given such in appertusity, you are requined to send poue
writtea request, alo specific deficiency being disputed, and ap explanstion of why you are
disputing the deficiency, to me, Dr, Paaricia Tomske Nay, M.D., Exccutive Director, Offies of Health
Care Quality, Spring Grove Center, Bland Bryant Building, 55 Wade Avanus, Catonsvilie, Maryland
2128 Thhmmhmﬂnlﬂﬁﬁnfmrﬁpufhmﬁﬁﬂ.

An informa) dispute reschutlen for the cited deficicncdes will oy 1he
| delay the impesition of any

VL  LICENSURE ACTION

hhm;ﬁ%hhnﬁﬁ%“uhdhﬂw‘
sdministratlve sction may be taken against your Stass license.

If you have any questions concerning the instructions consained in this lefter, please contact
at (410) $03-3201 ar by fox ot (410) 402-8234, -

Sincerely,
Bbsicss Trmsks- ﬂ?ﬁ#r
FPatricia Temake MNay, M.D.

Exdeutive Dinector
Oifice of Health Care Quality

Enclosures; CME 2467

@i  Health Feeilities Sorvey Coordinutor
Jame Sacco
Ruby Poter
Patricia A Hamnipan
Filw 11
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EXHIBIT J

EXHIBIT J

SETTLEMENT AGREEMENT
I. Recitals

1. Partics. The Parties to this Settlement Agreement {Agreement) are the
Office of Inspector General (OIG) of the United States Department of Health and Human
Services (HHS) and bid-Atlantic of Delmar, LLC (Respondent).

2. Factual Background and Covered Conduct. The OIG contends that from
October 18, 2013 through May 30, 2014, Respondent emploved Douglas Entenman (DE)
for the provision of items or services for which payment may be made under a Federal
health care program. On June 7, 2014, Respondent made a submission pursuant to O10G°s
Self Disclosure Protocol (Pratocol), and O1G acecpted Respondent into the Protocol on
July 23, 2014, The OIG contends that Respondent knew or should have konown thet DE
was excluded from participation i all Federal health care programs and that ne Federal
health care program payments could be made for items or services fumished by DE. The
OIG conlends that the conduct deseribed in this Paragraph (heremafler referred to as the
*Covered Conduct™) subjects Respondent to civil monetary penalties, assessments, and
exclusion under 42 U.S.C. §§ 1320a-Ta and 13200-7{b)(7).

3. Mo Admission or Congessiogn.  This Agreement is neither an admission of
liability by Respondent nor a concession by the OIG that its cluims are not well-founded.

4, Intention of Parties 1o Effect Seitlement. In order to aveid the uncertainty
and expense of litigation, the Parties agree (o resolve this matter according to the Terms
and Conditions of this Agresment.

I Terms and Conditions

= Pavment. Respondent agrees (o pay to OIG 392 34460 (Settlement
Amounty, This pavment shall be made via wire transfer to the Undted States Department
of Health and Human Services according te wrilten instructions provided by OIG,
Respondent shall make full payment no later than three business dayvs after the Effective
Drate.

&, Release by the OIG, In consideration of the obligations of Respondent
under this Agreement and conditioned upon Respondent's full payment of the Settlement
Amaount, the OIG releases Respondent from any claims of causes of action it may have
against Respondent under 42 T15,C. §§ 1320a-Ta and 1320a-T{b)7) for the Covered
Conduct. The 016G and HHS do not agree to waive any rights, obligations, or causes of
action other than those specifically referred to in this Paragraph. This release is
applicable only to Respondent and is not applicable in any manner to any other
individual, partwership, corporation, or entity,
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7. Agreement by Respondent. Respondent shall not contest the Settlement
Amount under this Agreement or any other remedy agreed to under this Agreement.
Respondent waives all procedural rights granted under the exclusion statte (42 ULE.C. §
13200-T}, the CMPL (42 U.8.C. § 13208-Ta) and related regulations (42 C.F.R. Fant
1003), and HHS claims collection regulations (45 C.F.R. Part 30), including, but not
limited to, notice, hearing, and appeal with respect to the Settlement Amaount.

8. Reservation of Claims. Notwithstanding any term of this Agreement,
specifically reserved and excluded from the scope and terms of this Agreement as to any
entity ar person (incleding Respondent) are the following:

. Any criminal, civil, or administrative claims arising under Title 26 ULS,
Code (Internal Revenue Code);

k. Any criminal liahiliy;

¢. Except as cxplicitly stated in this Agreement, any other sdministrative
liability, including mandatory exclusion from Federal health care programs;
andd

d. Any liability to the United States (or its agencies) for any condwct other
than the Covered Conduct,

q, Binding on Successoss, This Agreement is binding on Respondent and fis
successars, transferees, and assigns,

10, Costs, Each Party to this Agreement shall bear its own legal and other
eosts incurred in connection with this matter, including the preparation and performance
of this Agreement.

11. Mo Additional Releases. This Agreement is intended for the benefit of the
Parties only, and by this instrument the Parties do not release any claims against any
other person or entity except as provided in paragraph 12

12. Claims Against Beneficiaries. Respondent waives and shall not seek
payment, including co-pay and deductible amounts, for any of the health care billings
covered by this Agreement from any health care beneficiaries or their parents, sponsors,
legally responsible individuals, or third party payers based upon the claims defined as
Covered Condust.

13,  Effectof Agrecment. This Agreement constitutes the complete agreement
between the Parties. All material representations, understandings, and promises of the
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Parties are contained in this Agreement. Any modifications to this Agreement shall be
set forth in writing and signed by all Parties, Respondent represents that this A greement
is entered into with advice of counsel and knowledge of the events described herein.
Respondent further represenis that this Agreernent is voluntarily entered into in order to
avoid further administrative proceedings and litigation, without any degree of duress or

compulsion.

14.  Disclosure. Respondent consents to the O1G"s disclosure of this
Apgreement, and information about this Agreement, to the public.

15.  Effegtive Date. The Effective Date of this Agreement shall be the date of
signing by the last signatory,

16.  Execution in Counterparis. This Agreement may be executed in
counlerparts, each of which constitutes an original, and all of which shall constitute one
and the same agreement,

17, Authorizations. The individuals signing this Agreement on behalf of the
Respondent represent and warrant that they are authorized by Respondent to execute this
Agresment, The individuals signing this Agreement on behalf of the OTG represent that
they are signing this Agreement in their official capacities and that they are authorized to
execute this Agreement,

EXHIBIT J

128



EXHIBIT J

129

4832-6178-3074v10



Wire Transfer Instructions for CMS

Subtype/Type Code: 10 00
Amount: $92,344.60
Sending Bank Routing Number: Insert information
ABA Number of Receiving Institution: L )
Receiver Name: Treasury NYC

Receiving Institution Name:

. W=

Receiving Institution Address:

Beneficiary Account Number:

Beneficiary Name:

Centers for Medicare & Medicaid Services
(CMS)

Beneficiary Physical Address:

7500 Security Blvd., Baltimore, MD
21244

CMS Tax ID Number:

Federal Reserve Assistance Number:

(202) 874-6894

Re:

Mid-Atlantic of Delmar
O1G CMP Settlement Payment for the
Employment of an Excluded Individual

Pleasc email confirmation that the wire transfer has been made to Adrienne Shelfer

at adrienne.shelfer@oig.hhs.gov

4832-6178-3074v10
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Exhibit K

If you want to go home,

~ there may be a way!
y V' { Twish couidget fhe

" help I need in'my oyn

[oooopn] Lo
DD g OmeD o
— 26

_ Get long term services and

supports in the community!
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State Government

Maryland Department of Disabilities

800-637-4113

Maryland Department of Health and Mental Hygiene
Community First Choice/Community Options Waiver
MFP Nursing Facility Transition Program

877-463-3464 or 410-767-1739
410-767-7242 (MFP)

Maryland Department on Aging

1-800-AGE-DIAL (1-800-43-3425)

Maryland Access Point

1-844 MAP-LINK (844-621-5465)
www.marylandaccesspointinfo

Adult Bvaluation and Review Services (AERS)

877-463-3464 or 410-767-1479

Developmental Disabilities Administration

Central MD  410-234-8200
Western MD 301-791-4670
Southern MD 301-362-5100
Eastern Shore 410-572-5920 -

Advocacy

Independence Now (PG & Montgomery Counties)

301-277-2839

Southern MD CIL (Calvert, Charles, St. Mary’s Counties)

301-884-4498

The Freedom Center (Frederick & Carroll Counties)

301-846-7811

Resources for Independence (Western Maryland)

800-371-1986

Bay Area CIL (BACIL) (Cecil Co. and the Eastern Shore)

443-260-0822 or 877-511-0744

The IMAGE Center (Baltimore City/Co. & Harford)

410-982-6311

Accessible Resources for Independence (Howard & Anne
Arundel Counties)

410-636-2274

Brain Injury Association of Maryland

410-448-2924 or 800-221-6443

Maryland Statewide Independent Living Council

240-638-0074

Mental Health Association of Maryland

443-901-1550

- Legal Resources :

www.mdlab.org

Legal Aid Bureau LETC Assistance Program & | Maryiand- stablhty Law-Center { MDLC‘
MD Senior Legal Hotlinel-866-635-2948 1-800-233-7201, TDD number: 410-727-6387
www.ndlclaw.org

The Assisted Living/Nursing Home Program MDLC is a non-profit legal services established
provides legal assistance to financially eligible | by federal and state law to advocate for the

This dacnment ie nradueed by the Mardand Denartmant nf Hanlth and Mantal Wusiana B la

4832-6178-3074v10

nursing ho'nc residents anywheie in Maryland. | rights of persons with disabilities in Maryland.

e e

i bmman e

132



EXHIBIT K

Long Term Care Services. in the Community

Please sign on the line below to certzfy that you have recéived the on¢
n the comrnumty

page information sheet on long term care servmes i
Ss\i*ﬂﬁ
5 i &4,,,

Signature

.Print Name

(This form must be kept in the resident’s medical record.)

4832-6178-3074v10

133



4832-6178-3074v10

EXHIBIT L - MAP

EXHIBIT L

134



EXHIBIT M

Exhibit M
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accisions.

In addition, the Fiscal Year (FY) 2014 President’s Budget includes a propoesal addressing high rates
of hospital readmissions in skilled nursing facilities (SNFs). Currently, there is a Hospital
Readmission Reduction program that reduces payments for hospitals with high rates of readmission,
many of which could have been avoided with better care. To promote similar high-quality care in
SNFs, the President’s Budget proposal would reduce payments by up to three percent for SNFs with
high rates of care-sensitive, preventable hospital readmissions.

The purpose of this OIG study was to (1) Determine the proportion of Medicare nursing home
residents hospitalized in FY 2011 and the associated costs to Medicare; (2) [dentify the medical
conditions most commonly associated with these hospitalizations; (3) Deseribe the extent to which
these hospitalization rates varied across nursing homes; and (4) Describe the extent to which these
hospitalization rates varied according to select nursing home characteristics.

The OIG recommendations and CMS’s responses to those recommendations are discussed below.
OIG Recommendation

The OIG recommends that CMS develop a quality measure that describes hospitalization rates for
residents of nursing homes.

! Additional information on this initiative is available at hitp:/innovation.cms.goviinitiatives/rahnfr

EXHIBITM

Medicare Nursing Home Resident Hospitalization Rates Merit Additional Monitoring (OE!-06-11-00040)
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Page 2 — Daniel R. Levinson

CMS Response

The CMS concurs. The rate of nursing home resident hospitalization measure concept was included
in CMS’s Measures under Consideration (MUC) list that we made public on December [, 2012, in
accordance with the pre-rulemaking process established by section 1890A(a)(2) of the Affordable
Care Act. This MUC list was posted for CMS on the website of the National Quality Forum (NQF),
and NQF’s stakeholder group, the Measure Applications Partnership supported this measure concept
for future development. Making this list public is one step in CMS’s obligation to establish a pre-
rulemaking process prior to adopting certain categories of measures. CMS must include potential
measures on the MUC list if it is considering adopting them through rulemaking at any time in the
future. Development of this proposed hospitalization outcome measure is commencing later this year
and is intended to measure the percent of long-stay residents who are hospitalized during a specific
reporting period.

In addition, CMS is developing a Skilled Nursing Facility 30-Day All-Cause Readmission Measure
and intends to submit this measure to the NQF for endorsement in late 2013, The specifications for
this measure will be designed to harmonize, to the extent possible, with CMS's hospital-wide all-
cause unplanned readmission measure endorsed by the NQF for the Hospital Readmission Reduction
Program.

OIG Recommendation

The OIG recommends that CMS instruct state agency surveyors to review rates of hospitalization for
nursing home residents as part of the survey and certification process.
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