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GALLAGHER 
GALLAGHER EVELIUS & JONES 

A T T O R N E Y S  A T  L A W

January 24, 2020 

VIA EMAIL & HAND DELIVERY 

Mr. Ben Steffen 
Health Facilities Coordination Officer  
Maryland Health Care Commission  
4160 Patterson Avenue  
Baltimore, Maryland 21215 

Re: Request for Determination of Non-Coverage for Peninsula Regional 
Health System’s Acquisition of: Edward McCready Memorial 
Hospital and Alice Byrd Tawes Nursing and Rehabilitation Center 

Dear Mr. Steffen: 

On behalf of Peninsula Regional Health System, Inc. (“PRHS”), we are hereby providing 
the required thirty (30) days’ notice and requesting a determination of non-coverage from 
certificate of need (“CON”) requirements regarding the acquisition and affiliation (the “Affiliation 
Transaction”) of CON-regulated health care facilities1 of the McCready Foundation, Inc. (the 
“McCready Foundation”). The Affiliation Transaction will be accomplished by PRHS becoming 
the sole member of the McCready Foundation.  The following McCready Foundation facilities are 
subject to the CON laws under the Maryland Health Care Commission’s (“MHCC”) jurisdiction:   

(1) Edward McCready Memorial Hospital (“McCready Hospital”), a general acute care
hospital, which includes a swing-bed unit, located at 201 Hall Highway, Crisfield, MD
21817.  As part of the Affiliation Transaction, this facility is planned to convert to a
freestanding medical facility (“FMF”), which upon conversion will be renamed the
“McCready Health Pavilion;” and

(2) Alice Byrd Tawes Nursing and Rehabilitation Center, a skilled nursing facility (the
“Nursing Home”), located at 201 Hall Highway, Crisfield, MD  21817.

PRHS and the McCready Foundation entered into an Affiliation Agreement (the 
“Affiliation Agreement”) on June 26, 2019, under which the parties set forth the details regarding 
the proposed Affiliation Transaction.  The Affiliation Transaction will be a membership 
substitution pursuant to which PRHS will become the new sole member of the McCready 
Foundation, resulting in the McCready Foundation becoming a wholly-owned and controlled 
subsidiary of PRHS, effective as of the closing date.  Attached as Exhibit 1 is a Pre-Closure 

1 The term health care facilities refers to those defined under COMAR 10.24.01.01B(12). 
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Organizational Chart for McCready Foundation and Exhibit 2 is a Post-Closure Organizational 
Chart for PRHS, showing that McCready Foundation will be a subsidiary of PRHS following the 
closure.  It is expected that the Affiliation Transaction will close on or about March 1, 2020.  

 
A condition precedent to closure of the Affiliation Transaction is that Peninsula Regional 

Medical Center (“PRMC”) and McCready Hospital receive all regulatory approvals necessary to 
convert McCready Hospital to a freestanding medical facility (“FMF”) and approval of adequate 
rate support from the Health Services Cost Review Commission. As you know, on November 12, 
2019, the Maryland State Emergency Medical Services Board determined that the conversion of 
McCready Hospital to a freestanding medical facility (“FMF”) will maintain adequate and 
appropriate delivery of emergency care within the statewide emergency medical services system, 
and on January 16, 2020, the MHCC approved PRMC and McCready Hospital’s exemption 
request to convert McCready Hospital to an FMF.  

 
The following paragraphs provide additional details regarding the Affiliation 

Transaction: 
 

1. The McCready Foundation is a Maryland not-for-profit Section 501(c)(3) 
corporation with its primary offices located at 201 Hall Highway, Crisfield, MD  
21817.  The Foundation currently operates several health care facilities (including 
some non-CON regulated facilities), including McCready Hospital, a general 
acute care hospital; the Nursing Home; Chesapeake Cove Assisted Living, an 
assisted living facility (the “Assisted Living Facility”); and other clinics, 
physician groups, and services, all of which are part of the same legal entity and 
have the same federal tax identification number (“TIN”). 

 
2. PRHS is the leading health care delivery system on the Delmarva peninsula and 

PRMC, is a 266-bed licensed acute care hospital. PRHS and PRMC are Maryland 
not-for-profit Section 501(c)(3) corporations with their primary offices located at 
100 E. Carroll Street, Salisbury, MD 21801.  PRHS is governed by its Board of 
Directors and is the sole member of PRMC.  PRMC is governed by its Board of 
Directors, subject to certain reserved powers of PRHS as its sole member.   

   
3. As part of the proposed Affiliation Transaction, McCready Hospital (including its 

swing-beds) will cease to operate as a hospital or to offer any inpatient services or 
surgery, after the closing date.  Instead, McCready Hospital will be converted to 
an FMF under Maryland Code Ann., Health—General § 19-3A-01, et seq. as of 
March 1, 2020, and will be renamed “McCready Health Pavilion.”  At the same 
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time, the FMF will become a provider-based outpatient department of PRMC, 
governed by PRMC’s Board of Directors.  Upon the initial conversion, the FMF 
will be located at the same physical location as the current hospital and leased to 
PRMC by McCready Foundation.  The FMF will furnish the following outpatient 
services previously offered by McCready Hospital:  emergency services, 
observation services, infusion, lab, imaging, behavioral health, PT/OT (physical 
therapy/occupational therapy), and physician services, including primary care.  

 
4. McCready Foundation will continue to exist as a legal entity following the 

closing, and will continue to operate the Nursing Home and Assisted Living 
Facility, subject to certain reserved powers and initiation rights of PRHS as its 
sole member.  McCready Foundation will retain most of its current corporate 
characteristics with respect to these facilities, including its TIN, various Medicare 
and other provider agreements, and licenses.  Following the Affiliation 
Transaction, the existing McCready Foundation Board of Directors will be 
replaced by appointees from PRHS to form a new McCready Foundation 
Management Board.  PRHS will have the sole authority to appoint and remove 
members of the McCready Foundation Management Board as well as authority to 
appoint and remove the Chief Executive Officer of McCready Foundation and the 
Administrator of the Nursing Home. 

 
5. There is no purchase price.  The Affiliation Agreement includes commitments by 

PRHS related to capital planning for all facilities currently operated by McCready 
Foundation, preservation of the mission of the McCready Foundation, and 
continuing to serve the people and communities currently served by the 
McCready Foundation.  

 

The following information is provided with respect to McCready Hospital in response to 
specific regulatory requirements governing acquisitions of health care facilities as identified in 
COMAR 10.24.01.03(A)(1) (the "General CON Regulations"), and in applicable chapters of the 
State Health Plan: 
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McCready Hospital 
 

(a) The health care services provided by the facility.  McCready Hospital currently 
provides inpatient medical/surgical services, emergency services, observation services, 
infusion, lab, imaging, outpatient behavioral health services, outpatient physical therapy 
and occupational therapy services, and outpatient physician services, including primary 
care.  Upon conversion to an FMF, the facility will no longer offer inpatient 
medical/surgical services and will close its swing-bed unit, but all other services currently 
offered by McCready Hospital will continue to be offered on the McCready Health 
Pavilion campus. In addition, the FMF will contain two observation rooms.   
 

(b) Bed Capacity.  McCready Hospital has three (3) licensed medical/surgical beds.  Upon 
conversion to an FMF, the facility will no longer have any inpatient bed capacity. 
 

(c) Complete data on facility admissions or visits for the prior calendar year.  McCready 
Hospital had 149 inpatient admissions during the 2019 calendar year. 
 

(d) Gross operating revenue generated during the last fiscal year.  During the 2019 fiscal 
year, the gross operating revenue for McCready Hospital was $20,539,958. 

 
Nursing Home 
  

Attached as Exhibit 3 is the MHCC’s Notice of Acquisition / Transfer of Ownership 
Interest of a Comprehensive Care Facility Form, which provides all information required for a 
determination of non-coverage under COMAR 10.24.01.03A and 10.24.20.04D with respect to the 
Nursing Home.  The health care services, bed capacity, or jurisdictions served will not change 
following the Affiliation.   
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Please let us know if you need any additional information regarding the Affiliation 
Transaction. 

 

 

Sincerely, 

 

  James Buck 

 

 

  Mallory Regenbogen 
 
 
Cc: Paul Parker, Director, Center for Health Care Facilities Planning & Development 
 Kevin McDonald, Chief, Certificate of Need 

Suellen Wideman, Esq., Assistant Attorney General 
Lori Brewster, MS, APRN/LCADC, Health Officer, Somerset County 
Camesha Spence, Chief Financial Officer, McCready Foundation, Inc. 
Emily H. Wein, Esq., Foley & Lardner LLP  
Steve Leonard, President/Chief Executive Officer, PRHS 
Bruce Ritchie, Vice President, Finance/Chief Financial Officer, PRHS 
Carl Jean-Baptiste, Esq., Gallagher, Evelius & Jones LLP 
Linda Jones, Esq., Gallagher, Evelius & Jones LLP 
 



 
 
 
 
 
 
 

EXHIBIT 1 



PRE-CLOSING ORGANIZATIONAL CHART 

MCCREADY FOUNDATION, INC. 
(NOT FOR PROFIT) 

 
 Edward W. McCready Memorial Hospital 
 Alice Byrd Tawes Nursing and 

Rehabilitation Center 
 McCready Outpatient Services Center 
 Chesapeake Cove Assisted Living Facility 
 The McCready Foundation, Inc. Endowment 

Fund 
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PENINSULA REGIONAL HEALTH SYSTEM, INC. 
(Not for Profit) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

PENINSULA 

REGIONAL 

MEDICAL CENTER 
(Not for Profit) 

 
 McCready 

Health Pavilion 
(FMF) 

PENINSULA 

REGIONAL 

MEDICAL CENTER 

FOUNDATION, INC. 
(Not for Profit) 

PENINSULA 

HEALTH 

VENTURES, INC. 
(For Profit) 

PENINSULA 

WOMEN’S 

CENTER, LLC 
d/b/a Peninsula 
Surgery Center 
(Not for Profit) 

100% Ownership 

HEALTHPARTNERS 

DELMARVA, LLC 
d/b/a HEALTH 

VISIONS 

DELMARVA 
(Not for Profit) 

ADVANCED 

HEALTH 

COLLABORATIVE 

II, LLC 
(Not for Profit) 
25% Ownership 

ADVANCED 

HEALTH 

COLLABORATIVE, 
LLC 

(Not for Profit) 
25% Ownership 

DELMARVA 

PENINSULA 

INSURANCE 

COMPANY 
(Not for Profit) 

PREMIER PARTNERS, 
LLP 

(Not for Profit) 

EASTERN SHORE 

HEALTH PARTNERS, 
LLC 

(For Profit) 
50% Ownership 

AHP DELMARVA, 
LLP 

(For Profit) 
50% Ownership 

PENINSULA IMAGING, 
LLC 

(For Profit) 
50% Ownership 

DELMARVA SURGERY 

CENTER, LLC 
(For Profit) 

55% Ownership 

PENINSULA HOME 

CARE, LLC 
(For Profit) 

50% Ownership 

SALISBURY 

REHABILITATION & 

NURSING CENTER, 
LLC 

(For Profit) 
50% Ownership 

CORELIFE OF 

DELMARVA, LLC 
(For Profit) 

50% Ownership 

PENINSULA HOME 

CARE AT 

NANTICOKE, LLC 
(For Profit) 

33.3% Ownership 

YDIPRMC, LLC 
(For Profit) 

50% Ownership 

MID-SUSSEX 

MEDICAL CENTER, 
INC., dba 

NANTICOKE 

PHYSICIAN 

NETWORK 
(Not for Profit) 

NANTICOKE 

MEMORIAL 

HOSPITAL, INC. 
(Not for Profit) 

MCCREADY 

FOUNDATION, INC. 
(Not for Profit) 

 
 Alice Byrd Tawes 

Nursing and 
Rehabilitation 
Center 

 McCready 
Outpatient 
Services Center 

 Chesapeake Cove 
Assisted Living 
Facility 

 The McCready 
Foundation, Inc. 
Endowment Fund 

PENINSULA 

REGIONAL 

CLINICALLY 

INTEGRATED 

NETWORK, LLC  
(Not for Profit) 

100% Ownership 

OWNERSHIP 

INTERESTS IN NON-
PROFIT JOINT 

VENTURES 

eBRIGHt HEALTH, 
LLC 

(Not for Profit) 
20% Ownership 

NANTICOKE 

SURGICAL CENTER, 
LLC 

(Not for Profit) 
26% Ownership 

PENINSULA HOME 

CARE AT 

NANTICOKE, LLC 
(For Profit) 

33% Ownership 

NANTICOKE 

INSURANCE 

COMPANY, LTD 

(Stock Corp) 
100% Ownership  

Domicile of Cayman 
Island 



 
 
 
 
 
 
 

EXHIBIT 3 









CCF acq info form 7/09/19  

cc:         Lori Brewster, Somerset County Health Officer 
Ranada Cooper, Office of Health Care 
Quality Cherisa Moore, DHMH 
Marquis Finch, DHMH 
Ruby Potter, MHCC 
James C. Buck, Esq. 
Mallory M. Regenbogen, Esq. 
Emily H. Wein, Esq. 
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