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Memorandum

Date: September 25, 2018

To: Paul Parker, Director, Health Care Facilities Planning and Development, Maryland
Health Care Commission

From: Katie Wunderlicw;ecutive Director

Subject: Risk Construct for the Management of Medicare FFS Total Cost of Care in Partnership

with Mid-Atlantic Health Care (Docket No. 15-24-2366)

Overview:

On August 3, 2018, the University of Maryland Medical System (UMMS) and Mid-Atlantic Health Care
(MAHC) forwarded a proposal to take on responsibility for Medicare fee-for-service (FFS) Total Cost of
Care for patients discharged from the University of Maryland Medical Center (UMMC) and UMMC
Midtown Campus (UMMC Midtown) to a new skilled nursing facility (Restore Health) operated by
MAHC for a three-year pilot period.

MAHC has submitted a Certificate of Need application to the Maryland Health Care Commission for the
construction of Restore Health, an 80-bed nursing home in West Baltimore. Restore Health will be
located within close proximity to UMMC and UMMC Midtown, and will provide the opportunity for
close partnership between the entities for the care and rehabilitation of post-acute patients, especially
those that are medically complex and require additional coordinated care upon discharge.

HSCRC Evaluation

The HSCRC has evaluated the proposed risk arrangement from UMMS in partnership with MAHC under
the lens of the Total Cost of Care Model, which was recently approved by the Centers for Medicare &
Medicaid Services. As of January 2019, the State will be required to progressively moderate the growth
in total hospital and non-hospital cost of care for Maryland’s Medicare patients relative to the national
growth in these costs to produce annual savings to Medicare of $300 million by 2023. In order to achieve
this level of annual savings, hospitals will need to actively partner with post-acute providers, community-
based providers, and others to improve care coordination, optimize care delivery, and improve health.

One way that hospitals and post-acute providers can work together is by participating in Maryland’s
newly created Episode Care Improvement Program (ECIP), designed to allow a hospital to link payments



across providers during an episode of care. Maryland modeled ECIP on CMS’s Bundled Payments for
Care Improvement Program Advanced. Episode payment models bundle payments to health care
providers for certain items and services furnished during an episode of care. ECIP’s bundled payment
approach centers care around patients and aligns incentives across hospitals, physicians, and post-acute
care facilities to improve quality and lower costs through better care management during episodes. This
approach eliminates unnecessary care, optimizes post-acute care delivery, and reduces post-discharge
emergency department visits and hospital readmissions, ECIP provides hospitals with the opportunity to
provide incentive payments to care partners that help achieve these goals.

UMMS, in its Risk Construct proposal, stated its intent to participate in ECIP as a convener hospital, with
Restore Health acting as the participating care partner. Participation in ECIP will provide a mechanism to
limit the cost per episodes for patients discharged from UMMC or UMMC Midtown to Restore Health.
Additionally, UMMS and MAIIC commit to monitoring Medicare total cost of care, Medicaid nursing
facility utilization and cost on an aggregate basis in the zip codes constituting the primary service area in
West Baltimore.

UMMS and MAHC have agreed to work with HSCRC to address excessive cost and utilization growth,
should it occur once the new facility is opened. UMMS would be accountable for excess cost growth
through the Medicare Performance Adjustment and the ECIP bundled payments, and MAHC would be
accountable through an agreement with UMMS. While the ECIP program may change or UMMS and
MAHC may enter into alternative arrangements, the Maryland Total Cost of Care Model has a ten year
duration, and UMMS will be subject to the Medicare Performance Adjustment on an ongoing basis. The
Maryland Health Care Commission should note that UMMS will have ongoing responsibility for total
cost of care performance for its service area regardless of whether or not this arrangement extends past
the three-year pilot period.

Summary of Staff Findings

In summary, the proposal submitted by UMMS and MAHC provides substantial protection for three years
against the potential for increased costs associated with the creation of a new 80-bed skilled nursing
facility. The Medicare Performance Adjustment provides some level of protection against cost increases
beyond the three-year period. Furthermore, UMMS and MAHC have agreed to work together to produce
cost savings and improve quality for their patients. The upcoming Total Cost of Care Model is predicated
on partnerships between hospital and non-hospital providers that can drive better quality and outcomes,
while also lowering costs.

Please contact us if you have further questions.

CC: Ben Steffen
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Samples of Planned Interior Look from
Restore Health - Waldorf

Entrance Lobby

Dining Room



Typical Hallway

Nurse’s Station



Rehab Gym

Salon



Resident Room

Resident Bathroom
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"I UNIVERSITYof MARYLAND
| MEDICAL SYSTEM

250 W. Pratt Street
24" Floor
Baltimore, Maryland 21201-6829

CORPORATE OFFICE

October 10, 2018

George Watson

VP Corporate Development
Mid-Atlantic Health Care, LLC
1922 Greenspring Drive, Suite 6
Timonium, Maryland 21093

Re: Proposed development of comprehensive care facility of University of Maryland Medical Center Midtown Campus

Dear George:

The University of Maryland Medical Center Midtown Campus has previously sent support letters in connection with
your proposed facility (Baltimore Nursing and Rehabilitation, LLC ) seeking Certificate of Need (Docket No. 15-24-
2366) from the Maryland Health Care Commission. The University of Maryland Medical Center has also entered
into a proposed agreement with you to enter into a bundled arrangement when the facility opens dedicated to
reducing the cost of acute and post-acute bundled care. You have informed us that you have lost the initial location

of the planned facility due to delays in the approval process and are now seeking a new site.

This letter will confirm that we have had discussions with Mid-Atlantic concerning locating the facility on the campus
of UMMC Midtown. We are excited at the prospect of having this modern facility focused heavily on reducing the
cost of bundled acute and post-acute care for the patients we serve, which we believe will greatly assist the

proposed coordinated treatment model that holds so much promise.

There are two potential building sites on our campus and for the purpose of confirming our support, we have
identified the site of our existing Armory Building located at 300 Armory Way and Linden Avenue to locate the
proposed facility. While more detailed planning remains to be done, we are confident that we will be able to
proceed quickly once the project is approved. We understand that you will share this letter with the Maryland

Health Care Commission, and consent to you doin

and innovative project.

Sincerely,

(797>5)

Keith D. Persing

Chief Performance Improvement Officer

cc: Alison G. Brown, MPH, President, UMMC Midtown Campus

Scott Rifkin, M.D.

Suellen Wideman, Esquire, Assistant Attorney General
Kevin McDonald, Chief, Certificate of Need Division
Ruby Potter, Health Facilities Coordinator

g so. We look forward to working with you on this worthwhile

UNIVERSITY OF MARYLAND MEDICAL SYSTEM

University of Maryland Medical Center « University of Maryland Medical Center Midtown Campus *

University of Maryland Rehabilitation and Orthopaedic Institute « University of Maryland Baltimore Washington Medical Center

University of Maryland Shore Regional Health — University of Maryland Shore Medical Center at Easton -
University of Maryland Shore Medical Center at Chestertown - University of Maryland Shore Medical Center at Dorchester »
University of Maryland Charles Regional Medical Center « University of Maryland St. Joseph Medical Center
University of Maryland Upper Chesapeake Health System — University of Maryland Upper Chesapeake Medical Center -

University of Maryland Harford Memorial Hospital »

University of Maryland Capital Region Health — University of Maryland Bowie Health Center —
University of Maryland Laurel Regional Hospital — University of Maryland Prince George’s Hospital Center »

Mt. Washington Pediatric Hospital
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"l UNIVERSITY of MARYLAND
d1 MEDICAL SYSTEM

250 W. Pratt Street CORPORATE OFFICE
24t Floor
Baltimore, Maryland 21201-6829

WWW.Umms.org

August 15, 2018

Ben Steffen

Executive Director, Maryland Health Care Commission
4160 Patterson Avenue

Baltimore, MD 21215

Dear Mr. Steffen:

On behalf of the University of Maryland Medical System (UMMS), [ am writing this letter to
express support for the Certificate of Need (CON) application filed by Baltimore Nursing and
Rehabilitation, LLC (BNR) for a comprehensive care facility (CCF or nursing home) in West
Baltimore.

As the state looks to progress to Phase II of the Maryland Demonstration Model, UMMS
recognizes the importance of provider collaboration for management of growth in Medicare FFS
Total Cost of Care (TCOC). This is particularly important for two of our member hospitals, the
University of Maryland Medical Center (UMMC) and the University of Maryland Midtown
Campus (UMMC-Midtown), as our West Baltimore community has historically experienced high
rates of hospital utilization related to poor health status. While we are currently incented under
the Global Budget Revenue (GBR) payment model to reduce avoidable utilization and provide
high quality, cost efficient care, we will need to look beyond hospital care if we want to manage
TCOC under Phase II.

BNR’s application for an 80-bed CCF located at 300 West Fayette Street, located just a mile from
UMMC-Midtown, proposes to be “a new kind of nursing home, designed to address the changes
in post-acute care created by the Affordable Care Act and the 2014 Maryland Medicare waiver.”
BNR’s vision of post-acute care, in which patients are directly admitted to its facility from
hospital emergency rooms or from home, bypassing an acute inpatient stay entirely, is aligned
with our goals of addressing health care costs along the entire care spectrum.

On August 2, 2016, the MHCC issued comments on BNR’s CON application, stating that “If Mid-
Atlantic produces an acceptable signed agreement with UMMC-Midtown and/or other Baltimore
City hospitals that fully details both the planned partnership(s) and an appropriate risk-sharing
arrangement, staff believes that it may be able to make a positive recommendation on the
proposed project, on the basis of advancing more innovative approaches to post-acute care.”



Maryland Health Care Commission
August 15,2018
2|Page

In this spirit, UMMS has been working with Mid-Atlantic on the design of a shared-risk construct
that will manage Medicare FFS TCOC growth in their shared arca. UMMS has submitted a
proposal to the Health Services Cost Review Commission (HSCRC) to utilize the HSCRC’s
Bundled Payments for Care Initiative in Maryland (BPCIM) to share risk on TCOC growth for
patients discharged to BNR from UMMS. UMMS anticipates that patients in this Bundle
Arrangement will experience superiors cost and quality performance compared to patients not
included in an episode-based payment system, and that this agreement will generate savings to
Medicare and to the state. This enhanced performance will contribute to further reducing
Medicare FFS TCOC in West Baltimore City. Further, UMMS will be subject to the Medicare
Performance Adjustor (“MPA”), placing it at risk for Medicare FFS TCOC in this region beyond
what it is committing to in this Agreement.

The University of Maryland Medical System appreciates the opportunity to comment on the

Baltimore Nursing and Rehabilitation proposed project, and looks forward to continued
partnership with Mid-Atlantic in innovative care delivery models.

Sincerely,

&5 |

Herry J. Franey, MBA
Executive Vice President & Chief Financial Officer

Uevez?

Keith D. Persinger
Chief Performance Improvement Officer

UNIVERSITY OF MARYLAND MEDICAL SYSTEM
University of Maryland Medical Center * University of Maryland Medical Center Midtown Campus ¢
University of Maryland Rehabilitation and Orthoepaedic Institute « University of Maryland Baitimore Washington Medical Center *

University of Maryland Shore Regional Health — University of Maryland Shore Medical Center at Easton -

University of Maryland Shore Medical Center at Chestertown - University of Maryland Shore Medical Center at Dorchester «
University of Maryland Charles Regional Medical Center * University of Maryland St. Joseph Medical Center
University of Maryland Upper Chesapeake Health System — University of Maryland Upper Chesapeake Medical Center -
University of Maryland Harford Memorial Hospital «
University of Maryland Capital Region Health — University of Maryland Bowie Health Center -
University of Maryland Laurel Regional Hospital - University of Maryland Prince George’s Hospital Center »
Mt. Washington Pediatric Hospital



MID-ATLANTIC HEALTH CARE, LLC

BRAGER-GUTMAN REDEVELOPMENT

CATHERINE PUGH

BALTIMORE CITY MAYOR

PR
AN

CATHERINE E. PUGH
MAYOR

100 Holliday Street, Room 250
Baltimore, Marviand 21202

June 9, 2017

Ben Steffen

Executive Director

Maryland Health Care Commission
4160 Patterson Avenue

Baltimore, MD 21215

RE:  Baltimore Nursing and Rehabilitation
Application for CON
Docket No. 15-24-2366

Dear Mr. Steffen,

Baltimore Nursing and Rehabilitation ("BNR"), led by Scott Rifkin, MD and Mid-Atlantic
Health Care, is an important project planned for Baltimore City's West side. The project,
located at 300 W. Fayette Street, comprises an investment of $20 million in private funds
and creates opportunities for 100 new jobs - both are sorely needed.

As Mayor, | am committed to fostering long-term economic growth and opportunities. And
while health care is already an important anchor to the City’s economy and job base, it has
come to my attention that nearly half of all City residents migrate outside the City for skilled
nursing care. Not only does the City lose the jobs and economic activity associated with
such out-migration, the City residents placed in nursing facilities and rehab facilities outside
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MID-ATLANTIC HEALTH CARE, LLC
BRAGER-GUTMAN REDEVELOPMENT

the City are separated from their families and support systems. This is something we can
change - and we should change.

Further, the Baltimore Nursing and Rehabilitation project promises to become a vital part of
UMMS’ and other hospitals’ efforts to improve quality of care and control costs of patients
after discharge. Given the need for continuous improvement on both fronts, especially in
light of the increasing demands on hospitals as a result of the State’s Medicare waiver, | am
optimistic that BNR will be part of an innovative solution that may be later copied
elsewhere.,

During my tenure in the State Legislature, I became familiar with the Commission's
certificate of need process and its requirements. | am also aware that the request for CON
approval for this project has been before the Commission for two years. | encourage you to
act quickly to approve the BNR project as it is not only in the best interests of the State’s
health care system but also of the needs of Baltimore City as a whole.

This project has my strong support. If my office or any of the Agencies of Baltimore City can
assist the Commission in making a final decision to approve this project, please do not

hesitate to contact Peter Hammen, Chief of Operations at Peter. Hammen®@baltimorecity.gov
or at 410-396-4903.

Sincerely,
¢ C @/y\

Catherine E. Pugh
Mayor
City of Baltimore

cc: Sam Malhotra, Chief of Staff, Maryland Office of Governor

EXHIBIT A
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l UNIVERSITY of MARYLAND
MEDICAL SYSTEM

250 W. Pratt Street CORPOR

e ATE OFFICE
Baltimore, MD 21201-6829

WWW.UMmMS.org

Maryland Health Care Commission
4160 Patterson Avenue
Baltimore, MD 21215

May 6, 2016

Re: Baltimore Nursing and Rehabilitation, LLC Certificate of Need in Baltimore City

To Whom It May Concern:

I1am writing to support the proposed construction of a new comprehensive care facility to be located at 300 W. Fayette
Street in downtown Baltimore. The MHCC has asked for more detail about our partnership discussions between Mid-
Atlantic Health Care (MAHC) and the University of Maryland Medical Center (UMMC) and the University of Maryland
Medical Center Midtown Campus centered on furthering the Maryland Medicare Waiver.

The proposed facility is a major step in our ability to respond to the new realities of Maryland health care as created by the
Maryland Medicare Waiver and the Affordable Care Act. First, we are exploring what patient populations are currently
served by UMMC that could be discharged sooner into the new facility. The ability to organize care pathways that
involved the medical center, the new SNF, and our physicians would be the precursor to creating true bundles under the
auspices of the HSCRC. These care pathways would also go a long way toward organizing an approach to decrease
hospital readmissions — a major focus of the HSCRC to achieve the goals of the Medicare Waiver. MAHC has an excellent
track record of creating care pathways and reducing readmissions in concert with hospital partners.

In addition, we are also analyzing how the facility can aid UMMC in its efforts to lower avoidable admissions as per.the
Medicare waiver. As that plan develops, we may approach the HSCRC to seek a potential waiver of the three day rule to
allow those patients to be directly admitted from the emergency room to the new facility.

Should you have any additional questions, please do not hesitate to contact me at 410-328-1382.

Thank you for your support.

Respectfully submitted,

Keith D. Pers,i:_g?,k_

Executive Vice President and Chief Operating and Chief Financial Officer, UMMC

cc: Dr. Scott Rifkin, Mid-Atlantic Health Care, LLC

UNIVERSITY of MARYLAND MEDICAL SYSTEM
University of Maryland Medical Center * University Specialty Hospital
Kernan Orthopaedics and Rehabilitation * Maryland General Hospital « Baltimore Washington Medical Center « Mt. Washington Pediatric Hospital
Shore Health System - Memorial Hospital at Easton * Dorchester General Hospital
Chester River Health System + Civista Medical Center



MID-ATLANTIC HEALTH CARE, LLC
BRAGER-GUTMAN REDEVELOPMENT

DEBORAH HAMILTON

LONG TERM CARE OMBUDSMAN

From: Hamilton, Deborah <Deborah.Hamilton@baltimorecity.gov>
Sent: Tuesday, March 29, 2016 11:20 AM

To: Watson, George

Subject: RE: Information on Project at 300 W. Fayette St.

Good Morning,

Thank you for taking the time to speak with me and sending information on the 300 W.
Fayette Street project. It appears to be an wonderful collaboration with UMMC Midtown to
reduce hospital readmissions through a seamless system of communication and collaboration;
such continuity of care always benefits the nursing facility residents.

Deborat

Deborah Hamilton, M.P.A.

Long Term Care Ombudsman Program Manager
BCHD-The Office of Aging & CARE Services

417 E. Fayette Street, 6™ FL

Baltimore, MD 21202

Phone: 410-396-3144
FAX:  410-539-0978

Residents' Rights Month is an annual event celebrated in October to honor residents
living in all long-term care facilities, including nursing homes, sub-acute units, assisted
living, board and care and retirement communities. It is a time for celebration and
recognition offering an opportunity for every facility to focus on and celebrate
awareness of dignity, respect and the value of each individual resident. The theme for
Residents' Rights Month 2015 is, "CARE Matters" with the goal of highlighting quality
care.

From: Watson, George [mailto:GWatson@mid-atlanticltc.com]
Sent: Tuesday, March 22, 2016 9:23 AM

To: Hamilton, Deborah

Cc: 'Trinkoff, Paul D.'

Subject: Information on Project at 300 W. Fayette St.

Deborah:

It was a pleasure catching up on the phone this am and discussing the project at 300 W. Fayette. | hope you can tell we
are very excited about the project and believe it will help provide a new level of care and service to City residents as well
as help support Maryland’s efforts to support the Medicare Waiver.
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HEALTH DEPARTMENT

Leana S. Wen, M.D., M.Sc.
Commissioner of Health
1001 E. Fayette Street
Baltimore, Maryland 21202

CITY OF BALTIMORE

STEPHANIE RAWLINGS-BLAKE, Mayor

October 2, 2015

Maryland Health Care Commission
4160 Patterson Avenue
Baltimore, MD 21215

Re:  Certificate of Need Application for Baltimore Nursing and Rehabilitation, LLC
Docket #15-24-2366

To whom it may concern:

The Baltimore City Health Department is pleased to support Mid-Atlantic Health Care’s
proposed construction of a new comprehensive care facility to be located at 300-306 West
Fayette Street in downtown Baltimore. After learning about Mid-Atlantic and more specifically
about the project, we are excited about how this project will help to bring additional, high quality
skilled nursing care options to the residents of Baltimore City and particularly to the west side of
the city. Currently, 42% of all Baltimore City residents go to Baltimore County for a skilled
nursing stay. An additional high-quality option will allow our residents to rehab at a high quality
facility closer to home.

Further, the collaboration and integration envisioned between the new facility and the University
of Maryland Medical System will not only be unique to Baltimore City, but also the state, and
will help supplement Baltimore City’s effort support to the Maryland Medicare Waiver. This is
especially important as the city’s west side has some of the highest per capita hospital spending
in the state at $5,508, vs. the state average of $2,525.

We hope the Maryland Health Care Commission will look favorably on this application and
move quickly to approve the movement of these beds to this new facility.

Sincerely,

Y —

Olivia I3. Farrow, Esq.
Deputy Commissioner of Health

@ Printed on recycled paper with environmentally friendly soy based ink.



6 Bladen Street, Room 121

The Maryland House of Delegates
Magaie McInTosH m

Legislative District 43 g_ \\ﬁ:?;“b 8 Annapolis, Maryland 21401
Baltimore City ( B ""“:—”3113‘1 410-841-3407 - 301-858-3407
Ejl' W =) 800-492-7122 Ext. 3407
BL LEn J ?t.'rl Fax 410-841-3416 - 301-858-3416
Chair k7§| { I ) LLH_L' Maggie. McIntosh@house.state.md.us
Appropriations Committee \‘“‘_'%f/‘""_:é?"'

The Maryland House of Delegates

ANNAPOLIS, MARYLAND 21401

Maryland Health Care Commission
4160 Patterson Avenue
Baltimore, MD 21215

September 24, 2015

Re: Certificate of Need Application for Baltimore Nursing and Rehabilitation, LLC
Docket #15-24-2366

To whom it may concern:

As a member of the House of Delegates and a resident of Baltimore City, I am writing to express my strong
support for the proposed construction of a new comprehensive care facility to be located at 300-306 W.
Fayette Street in downtown Baltimore. After learning about Mid-Atlantic - and more specifically about
this project - I am excited about how the project will help to bring additional high-quality skilled nursing
care options to the residents of Baltimore City, particularly to the Westside. This project will also bring
employment and foot traffic to an area that is undergoing a rapid and significant economic transition.

Further, the collaboration and integration envisioned between the new facility and the University of
Maryland Medical System (UMMS) will not only be unique to Baltimore City, but also the state, and will
help support the Maryland Medicare Waiver.

I hope the MHCC will look favorably on this application and move quickly to approve the movement of
these beds to this new and exciting facility.

Respectfully Submitted,

N7 /15—

Delegate Maggie Mcintosh
Chair, Appropriations Committee



September 17, 2015

Re: Mid-Atlantic Health Care, LLC at 300-306 W. Fayette St.
To Whom It May Concern:

On behalf of the Market Center Merchants Association, | am writing to express my support for Mid-
Atlantic Health Care, LLC in their efforts to develop a skilled nursing center at the property located at
300-306 W. Fayette Street.

I am confident that Mid-Atlantic will contribute to a productive re-use of this property and will operate a
well-run facility that will benefit the neighborhood. This facility, which will be operated in partnership
with our strong neighborhood anchor, the University Of Maryland Medical System, will bring needed
health care services to West Baltimore and employment and foot traffic to the area which is rapidly
undergoing a significant economic transition.

For these reasons, | encourage you to look favorably upon the project and support their request for a
zoning ordinance to allow for this use of the property in question. Please don’t hesitate to reach out
with further question.

Sincerely,

Steven D. Samuelson
President of the Board
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Y Bernard C. “Jack” Young
: R President
3 "g :"‘- Baltimore City Council

4
t LM .| 100 N. Holliday Street, Room 400 e Baltimore, Maryland 21202

4 410-396-4804 ® Fax 410-539-0647
E-Mail councilpresident@baltimorecity. gov

Maryland Hcalth Carc Commission
4160 Patterson Avenue
Baltimore, MD 21215

September 14, 2015

Re:  Certificate of Need Application for Baltimore Nursing and Rehabilitation, 1.LC
Docket #15-24-2366

To whom it may concemn:

1 am writing to express my strong support for the proposed construction of a new comprehensive carc
facility to be located at 300-306 W. Fayette Street in downtown Baltimore. After learning about Mid-
Atlantic and more specifically about the project, I am excited about how this project will help to bring
additional, high quality skilled nursing carc options to the residents of Baltimore City and particularly to
the Westside. This project will also bring cmployment and foot traffic to the arca which is rapidly
undergoing a significant economic transition.

Further, the collaboration and integration envisioned bctween the new facility and the University of
Maryland Medical System (UMMS) will not only be unique to Baltimore City, but also the state, and will
help support thc Maryland Medicare Waiver.

Given our excitcment, we will be submitting and supporting a conditional use zoning variance to allow
for the operation of the facility.

I hope the MHCC will look favorably on this application and move quickly to approve the movement of
these beds to this new and exciting facility.

Respectfully Submitted,
C o et - C A Zgz,? .

Eric T. Costello Bernard C. Young
Councilman, Baltimore City Council President, Baltimore City Council
District 11



DOWNTOWN @ BALTIMORE

August 28, 2015

Re: Mid-Atlantic Health Care, LLC at 300-306 W. Fayette Street

To Whom it May Concern:

On behalf of the Downtown Partnership of Baltimore, | am writing to express my support for Mid-Atlantic Health
Care, LLC in their bid to develop a skilled senior care facility at the property located at 300-306 W. Fayette Street
in Downtown’s Bromo Arts & Entertainment District.

 am confident that the Mid-Atlantic Health Care team will contribute to a productive re-use of this property and
will operate a well-run care facility. The company’s positive track record, including over 15 existing operations in
Maryland and Delaware, demonstrates their capacity to succeed in this endeavor.

Furthermore, the use of this property by Mid-Atlantic Health Care to provide quality short-term and long-term
care for senior citizens helps to meet a critical need faced by our population. A facility at this location will allow
senior citizens from Baltimore City and the surrounding counties to receive healthcare-related treatments and
post-hospitalization services in a convenient and well-connected urban setting. The proximity of the Fayette
Street property to the University of Maryland Medical Center, located just a few blocks away, provides excellent
opportunity for collaboration and continued care, and builds on the strengths that the anchor institution brings to
this neighborhood by bringing additional foot traffic and employment to an area that is quickly undergoing a
significant economic transition.

With this in mind, | encourage you to look favorably upon Mid-Atlantic Health Care’s plans for development in
Downtown and support their request for a zoning ordinance to allow for this use at the property in question.
Please don't hesitate to reach out with any further questions.

Sincerely,

Kirby Fowler,
President

Downtown Partnership of Baltimore,Inc. 20 S. Charles Street, 6th floor, Baltimore, MD 21201 T {410) 244-1030 F (410) 244-8670
GoDowntownBaltimore.com | £ DowntownBaltimore | 3 @DowntownBalt
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I UNIVERSITYof MARYLAND

MEDICAL CENTER 827 Linden Avenue
MIDTOWN CAMPUS Baltimore, MD 21201
410-225-8000

August 12, 2015 umm.edu/midtown

Maryland Health Care Commission
4160 Patterson Avenue
Baltimore, MD 21215

Re: Baltimore Nursing and Rehabilitation, LLC Certificate of Need in Baltimore City
To Whom It May Concern:

| am writing to follow up on my previous letter of support dated April 10, 2015 for the proposed
construction of a new comprehensive care facility to be located at 300 W. Fayette Street in
downtown Baltimore. The MHCC has asked for more detail about our partnership discussions
between Mid-Atlantic Health Care (MAHC) and UMMC Midtown Campus centered on furthering
the Maryland Medicare Waiver.

The proposed facility is @ major step in our ability to respond to the new realities of Maryland
health care as created by the Maryland Medicare Waiver and the Affordable Care Act. First, we
are exploring what patient populations are currently served by UMMC Midtown Campus that
could be discharged sooner into the new facility. The ability to organize care pathways that
involved the medical center, the new SNF, and our physicians would be the precursor to
creating true bundles under the auspices of the HSCRC. These care pathways would also go a
long way toward organizing an approach to decrease hospital readmissions — a major focus of
the HSCRC to achieve the goals of the Medicare Waiver. MAHC has an excellent track record
of creating care pathways and reducing readmissions in concert with hospital partners.

In addition, we are also analyzing how the facility can aid UMMC Midtown Campus in its efforts
to lower avoidable admissions as per the Medicare waiver. As that plan develops, we may
approach the HSCRC to seek a potential waiver of the three-day rule to allow those patients to
be directly admitted from the emergency room to the new facility.

| hope this provides more clarity into some of our discussions. Please feel free to contact me
with any additional questions.

Sincerely,

WA iade

Brian G. Bailey
Sr. VP, Executive Director

cc: Dr. Scott Rifkin, Mid-Atlantic Health Care, LLC
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UNIVERSITYof MARYLAND
MEDICAL CENTER 827 Linden Avenue

Baltimore, MD 21201
410-225-8000
umm.edu/midtown

MIDTOWN CAMPUS

Maryland Health Care Commission
4160 Patterson Avenue
Baltimore, MD 21215

May 19,2015

Re: Baltimore Nursing and Rehabilitation, LLC Certificate of Need in
Baltimore City

To whom it may concern:

I am Brian G. Bailey, Senior Vice President and Executive Director of the University of Maryland
Medical Center Midtown Campus (“UMMC Midtown”). UMMC Midtown provides a full range of
community-based healthcare through more than 120,000 patient encounters each year in downtown
Baltimore.

[ am writing to express my strong support for the proposed construction of a new comprehensive care
facility currently expected to be located at 300 W. Fayette Street in downtown Baltimore. 1 have had
several discussions with Dr. Scott Rifkin, CEO of Mid-Atlantic Health Care, LLC, about the project and
am excited about continuing to explore the opportunity to partner with Mid-Atlantic to develop a truly
novel approach to help avoiding hospitalizations and lowering hospital re-admissions via a state of the art
post-acute care center.

I believe this collaboration and integration envisioned between the new facility and the UMMC Midtown
Campus will not only be unique to Baltimore City, but also the state, and will advance our work to help
support the Maryland Medicare Waiver.

Respectfully Submitted,

[Nrss

Brian G. Bailey

cc: Dr. Scott Rifkin, Mid-Atlantic Health Care, LLC
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EXECUTION VERSION

GROUND LEASE OPTION AGREEMENT

THIS GROUND LEASE OPTION AGREEMENT (this “Agreement”) is made
effective as of February 14, 2019 (the “Effective Date”), by and between Maryland General
Hospital, Inc. (d/b/a University of Maryland Medical Center Midtown Campus), a Maryland
corporation (“Owner”) and Mid-Atlantic Healthcare Acquisitions, LLC, a Maryland limited
liability partnership or its designee (“Tenant”). Owner and Tenant may hereinafter be referred
to individually as a “Party” and collectively as the “Parties”.

EXPLANATORY STATEMENTS

A Owner is the fee simple record and beneficial owner of that certain property and
improvements thereon located at and commonly known as 300 Armory Place, Baltimore,
Maryland 21201 (the “Property”).

B. Owner and Tenant intend to demolish the current improvements located on the
Property and to re-develop the Property and construct an approximately 105,000 square foot
building (the “New Building”) consisting of approximately (i) 60,000 square feet of rentable
space dedicated to skilled nursing and post-acute care residential rooms and associated facilities
(the “SNF Premises”), and (ii) 45,000 square feet of rentable space dedicated as medical office
building space (the “MOB Premises”).

C. Tenant is currently in the process of applying for a Certificate of Need (a “CON”)
from the Maryland Health Care Commission (the “MHCC”) in order to become licensed to
operate skilled nursing and post-acute beds at the SNF Premises.

D. If Tenant’s CON is approved by the MHCC, Owner desires to grant to Tenant the
option to enter into a ground lease with respect to the Property pursuant to which Tenant (or its
affiliate) will (i) demolish, or cause the demolition of, the existing improvements on the
Property, (ii) construct, or cause the construction of, the New Building, (iv) occupy and operate
the SNF Premises as a skilled nursing and post-acute care facility, and (v) lease the MOB
Premises to Owner [and other physicians and healthcare providers] for use as a medical
office building.

AGREEMENT

NOW, THEREFORE, in exchange for the payment of $1,000 from Tenant to Owner,
and for other good and valuable consideration, the receipt, sufficiency, and fairness of which are
hereby acknowledged, and intending to be legally bound, Owner and Tenant, for themselves and
their respective successors and permitted designees and assigns, hereby covenant and agree as
follows:

1. Ground Lease Option.

(a) Grant of Option. Subject to the conditions set forth herein, Owner hereby grants
to Tenant the exclusive right and option (the “Option™) to ground lease the Property from
Owner. Tenant has the right to exercise the Option at any time between (the “Option Period”)




the date that the CON is issued to Tenant (or its affiliate) by the MHCC and March 31, 2020 (the
“Option Termination Date”). The Option may be exercised (i) at any time after Tenant is
awarded a CON with respect to the Property; and (ii) by Tenant in writing delivered to Owner at
the address set forth in this Agreement (the date of delivery of the Option is hereinafter referred
to as the “Option Exercise Date”).

(b) Exercise of Option; Ground Lease Terms. Upon the exercise of the Option,
Tenant and Owner shall negotiate the terms and conditions of the ground lease (the “Ground
Lease”) in good faith for a period of not longer than 120 days after the Option Exercise Date.
The terms and conditions of the Ground Lease will be subject to the approval of the Board of
Trustees or other governing body of the Owner, but will contain the following general terms and
conditions:

Q) Tenant (or its designee) shall pay all its own costs related to the
negotiation of the Ground Lease;

(i)  Tenant (or its designee) shall pay all costs related to obtaining any
environmental assessment reports, surveys, and title insurance that the Tenant (or its designee)
desires to obtain;

(iii)  Tenant (or its designee) shall be responsible for all realty transfer and
recording taxes, fees, assessments or charges in connection with entering into the Ground Lease
and/or the recording of the Ground Lease;

(iv)  all other fees, costs, expenses and charges shall be paid by the party
customarily charged for such fees, costs, expenses and charges in the jurisdiction where the
Property is located,

(V) the term of the Ground Lease will be for a period of 50 years, with two 10
year renewal options exercisable in writing by Tenant (or its designee) not later than 60 days
prior the expiration of the then-current term or renewal term;

(vi)  the annual rental payment for the Property will be the Fair Market Rent (as
defined herein) per square foot;

(vii)  Owner will have the right to approve (acting in good faith and subject to
its reasonable discretion) all designs and site plans related to the construction of the New
Building, which approval will not be unreasonably withheld, conditioned or delayed; and

(viii)  Owner shall promptly provide any certificates or other documents that are
reasonably requested by Tenant (or its designee), or otherwise reasonably required to
consummate the Tenant’s (or its designee’s) lease of the Property, including, without limitation,
Owner’s organizational/authorization documents and affidavits sufficient to cause the title
company to omit all standard or preprinted exceptions to any title insurance policy issued for the
Property or required in connection with any zoning or other regulatory approvals necessary in
connection with the Ground Lease.



(c) MOB Lease. Upon the exercise of the Option, Tenant and Owner shall negotiate
the terms and conditions of a commercial lease for the MOB Premises (the “MOB Lease”) in
good faith for a period of not longer than 120 days after the Option Exercise Date. The MOB
Lease shall contain such terms and conditions as are typically contained in commercial leases for
medical office space, and such other terms and conditions as the Parties may mutually agree.

(d) Determination of Fair Market Rent. The “Fair Market Rent” per square foot
will be equal to an amount mutually agreed upon between Tenant (or its designee) and Owner or,
if Tenant (or its designee) and Owner are unable to agree on an amount with 120 days after the
date of the Option Notice, then an amount determined by an independent real estate appraiser
mutually selected by Owner and Tenant (and if Owner and Tenant cannot mutually agree upon
an independent real estate appraiser, then the independent real estate appraiser will be mutually
selected by representatives of the real estate appraisers selected by each of Owner and Tenant).
Any real estate appraiser selected pursuant to this Agreement shall possess the MAI designation
from the Appraisal Institute and have at least ten (10) years of experience in the valuation and
leasing of healthcare facilities and other real property whose predominate use relates to the
provision of healthcare services. The real estate appraiser shall utilize the Uniform Standards of
Appraisal Practice (including the Competency Provision) established by the Appraisal Institute.
The Fair Market Rent shall be determined for the Property as an unimproved and unencumbered
parcel in the location where the Property is situated, and not as an ongoing business, and shall
account for Tenant’s cost incurred in demolishing, or causing to be demolished, the
improvements existing on the Property as of the date of this Agreement. The Fair Market Rent
shall be determined for the MOB Premises as improved and new medical office building space in
the location where the Property is situated. The Parties will select the real estate appraiser within
150 days after the date of the Option Notice, and the real estate appraiser shall determine the Fair
Market Rent within 30 days after its appointment. The determination of the Fair Market Rent by
the real estate appraiser shall be final, conclusive, and binding upon the Parties. The Parties will
share equally in the cost of and expenses incurred by the real estate appraiser.

(e) Exclusivity. During the period between the date of this Agreement and the
Option Termination Date, Owner will not sell, transfer, convey, lease, ground lease, license or
otherwise allow the occupancy of the Property by any other person, nor enter into any contract,
agreement, understanding or arrangement with respect to any of the foregoing.

2. Expenses. Except as otherwise provided in this Agreement, Tenant and Owner
shall each pay their own fees, expenses and disbursements, including the fees and expenses of
their respective counsel, accountants, and other experts in connection with the subject matter of
this Agreement and all other costs and expenses incurred in performing and complying with all
conditions to be performed under this Agreement.

3. Waivers. The waiver by any Party of a breach of any provision of this
Agreement shall not operate or be construed as a waiver of any subsequent breach.

4. Binding Effect; Benefits. This Agreement shall inure to the benefit of the
Parties, and shall be binding upon the Parties and their respective successors, assigns, heirs,
executors, administrators and legal representatives. Unless specifically set forth herein, nothing
in this Agreement, express or implied, is intended to confer on any person other than the Parties,

- 3-



or their respective successors, assigns, heirs, executors, administrators and legal representatives,
any rights, remedies, obligations or liabilities under or by reason of this Agreement.

5. Notices. All notices, requests, demands, elections and other communications
which any Party may be required to give hereunder shall be in writing and shall be deemed to
have been duly given if delivered personally, by a reputable courier service which requires a
signature upon delivery, or by mailing the same by registered or certified first class mail, postage
prepaid, return receipt requested on the date of such receipt, to the Party to whom the same is so
given or made. Such notice, request, demand, waiver, election or other communication will be
deemed to have been given as of the date so delivered or refused.

Notice to Owner: University of Maryland Medical Center Midtown Campus
827 Linden Avenue
Baltimore, MD 21201
Attn: President

With a copy to: University of Maryland Medical System Corporation
250 W. Pratt Street, 24" Floor
Baltimore, MD 21201
Attn: General Counsel

If to the Tenant, to: Mid-Atlantic Healthcare Acquisitions, LLC
8501 LaSalle Road, Suite 303
Towson, MD 21286
Attn: Scott Potter and George Watson

With a required copy to: Miles & Stockbridge P.C.
100 Light Street
Baltimore, MD 21202
Attn: Joseph P. Ward

6. Counterparts. This Agreement may be executed simultaneously in two or more
counterparts, each of which shall be deemed an original and all of which together shall constitute
one and the same instrument. A facsimile, electronic or similar reproduction of a signature by
one or both of the Parties shall be treated as an execution in writing for purposes of this
execution of this Agreement.

7. Headings. The article, section and other headings contained in this Agreement
are for reference purposes only and shall not be deemed to be a part of this Agreement or to
affect the meaning or interpretation of this Agreement.

8. Construction. Within this Agreement, the singular shall include the plural and
the plural shall include the singular, and any gender shall include all other genders, all as the
meaning and the context of this Agreement shall require.



9. Governing Law, Jurisdiction, and Venue. This Agreement shall be governed
by and construed in accordance with the laws of the State of Maryland applicable to contracts
executed and performed in such state, without giving effect to conflicts of laws principles. The
proper venue for the adjudication of any disputes arising hereunder shall be in front of any state
or federal court sitting in Baltimore City, Maryland, and the Parties irrevocably consent to the
jurisdiction thereof.

10.  Cooperation. The Parties shall cooperate fully at their own expense, except as
otherwise provided in this Agreement, with each other and their respective counsel and
accountants in connection with all steps to be taken as part of their obligations under this
Agreement.

11.  Severability. If any term, covenant, condition or provision of this Agreement or
the application thereof to any circumstance shall be invalid or unenforceable to any extent, the
remaining terms, covenants, conditions and provisions of this Agreement shall not be affected
thereby and each remaining term, covenant, condition and provision of this Agreement shall be
valid and shall be enforceable to the fullest extent permitted by law; provided, however, that the
Parties shall continue to achieve their respective substantial purpose in entering into this
Agreement. If any provision of this Agreement is so broad as to be unenforceable, such
provision shall be interpreted to be only as broad as is enforceable.

12.  Successors and Assigns. The covenants, agreements, and conditions contained
herein or granted hereby shall be binding upon and shall inure to the benefit of Owner and
Tenant, and each of their respective permitted successors, assigns, heirs, executors,
administrators and legal representatives. Neither Party shall assign, or otherwise transfer any
interest in this Agreement to any other person without the prior written consent of the other
party, which consent shall not unreasonably be withheld; provided that Tenant may transfer and
assign its rights under the Agreement to a designee who is an affiliate of Tenant by virtue of
common ownership.

13.  Drafting. No provision of this Agreement shall be interpreted for or against
either Party on the basis that such Party was the drafter of such provision, each Party having
participated equally in the drafting hereof, and no presumption or burden of proof shall arise
favoring or disfavoring any Party by virtue of the authorship of any of the provisions of this
Agreement.

14. Recording. Owner hereby agrees that Tenant, at Tenant’s sole cost and expense,
may record among the land records for the City of Baltimore related to the Property (i) this
Agreement, and (ii) upon exercise of the Option, a Memorandum of Ground Lease.

15. Entire _Agreement. This Agreement constitutes the entire agreement and
understanding between the Parties as to the matters set forth herein and supersede and revoke all
prior agreements and understandings, oral and written, between the Parties or otherwise with
respect to the subject matter hereof or thereof. No change, amendment, termination or attempted
waiver of any of the provisions hereof or thereof shall be binding upon any Party unless set forth




in an instrument in writing signed by the Party to be bound or their respective successors in
interest.

[Signatures on the following page]



IN WITNESS WHEREOF, the undersigned has executed this Agreement the day and
year first written above.

OWNER:

Maryland General Hospital, Inc.
d/b/a University of Maryland Medical Center
Midtown Campus, a Maryland corporation

By ;Zﬁwmg’\%m/\—

Alison G. Brown
President

[Signatures continue and end on the following page]

[Signature page to Ground Lease Option Agreement]



TENANT:

MID-ATLANTIC HEALTHCARE ACQUISITIONS, LLC,
a Maryland limited liability company

By: '

Name:  Scott Rifkin
Title: Manager

[Signature page to Ground Lease Option Agreement]
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EXHIBIT H



Attachment H: Projection Assumptions

The Applicant has used its experience formerly operating 22 skilled nursing facilities (and now two) to

develop its financial projections with a particular focus of one its facilities in Maryland that has a similar

expected payor mix and clinical focus.

Assumed Opening & Pre-Opening Expenses

The projections begin in March 2021, to cover the pre-opening labor expenses assumed as construction

is completing and the facility gears up for admitting patients. This period is expected to last 4 months

with the facility opening and admitting residents starting July 1, 2021. The pre-opening expenses

include costs associated for the following positions:

March 2021 April 2021 May 2021 June 2021
e Administrator e Human Resources Director of Assistant Director
e Maintenance Nursing Of Nursing
Manager Food Service Nurse Liaison
Manager MDS Coordinator
Housekeeping Central Supply
Supervisor Social Service

Housekeeping
Staff
Admissions

Director
Activities Director
Cooks & Cooks
Helpers

Laundry

Billing

Census / Volume Growth

The projections assume the first residents are admitted to the facility July 1, 2021. 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 |VAD
e \ent units
e Cardiac Patients

e Short term observation stays

e Palliative care

Long Stay Residents:
e Dialysis
e Bariatric




e Other typical comprehensive care patients
e Longer term rehabilitation

Another key assumption is the payor mix at the facility. We have modeled our payor mix to be similar to
Fairfield, one of our former MD-based facilities that has a similar resident mix and is a similar size (96
beds). As mentioned elsewhere in the application, we have assumed we will maintain 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 (42%) of census to come from Medicare. This is a
similar percentage as Fairfield. 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 calculations of its Reimbursement Director and by using rates
at another of its MD-based facility with a similar patient mix. MAHC's reimbursement consultant has
established the expected Medicaid reimbursement rate by assuming a case mix index and then applying
the Maryland pricing methodology. Given the Company’s and this specific facilities focus on higher
acuity patients, the Applicant used a CMI of 1.09 in year 1 and 1.20 on year 2. These compare to the
state average of 1.07 and a Mid-Atlantic average of 1.22. With these assumptions, the Applicant
estimates its Medicaid reimbursement to be $275.12 during the first 12 months and then 1.20 for the
remainder of the projection period.

We have used rates similar to our other facilities for other rates:

Medicare Part A $534.10
Private $290.00
Managed Care $300.00
Medicare Part B $10.00

Non-operating Income - Rental Income

The CCF will comprise primarily floors 3 —5. That leaves approximately 40,750 square feet for medical
office tenants. For sakes of the projections we have assumed we have assumed we lease out the floors
1 & 2. We have used rental rates as provided to us by commercial real estate brokers who estimate the
space could rent for $25 per square foot. We assumed a 5% vacancy rate and netted it against property
management costs at 3% of rents. This yields the following rental income stream recorded as non-
operating income since it is separate from the facility.

2021

2022

2023

2024

2025

Rent Income

$468,625

$974,420

$1,003,653

$1,033,762

$1,064,775




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:

2021 2022 2023 2024 2025
Total Total Total Total Total
Salaries & Wages

Nursing Services $ 1,061,917 § 2662500 $ 2,715013 $ 2,715013 § 2,715,013
Nursing Services Benefits 223,595 662,341 673,587 673,587 673,587
Other Patient Care 84,753 182,032 182,032 182,032 182,032
Other Patient Care Benefits 17,798 45,283 46,052 46,052 46,052
Routine Services 262,757 544,560 544,560 544,560 544,560
Routine Services Benefits 54,980 135,468 137,768 137,768 137,768
Administrative 240,600 351,200 351,200 351,200 351,200
Administrative Benefits 52,187 100,304 102,549 102,549 102,549

Total Salaries, Wages & Benefits $ 1,098,586 $ 4,683,688 $ 4,752,761 $§ 4,752,761 § 4,752,761

Contractual Services

Therapy

Medical Director 327,241 1,451,059 1,514,148 1,514,148 1,614,148

Psychiatrist 15,000 30,000 30,000 30,000 30,000
Total 5,000 10,000 10,000 10,000 10,000

347,241 1,491,059 1,554,148 1,554,148 1,554,148
Other expenses

Nursing Services $ 34347 § 157896 $ 164,761 § 164,761 § 164,761
Other Patient Care 143,988 616,425 679,123 679,123 679,123
Routine Services 215,863 704,608 751,211 751,211 751,211
Administrative 123,323 332,342 362,322 361,364 360,707
Management Fee 102,082 493,251 523,359 523,359 523,359
Capital/Property 38,475 225,009 238,313 238,313 238,313
Capital Renfal - - - - -

Total Other Expenses $ 658077 § 2,529,531 § 2,719,090 § 2,718,133 § 2,717,475
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Mid-Alantic Health Care
Facility Listing

Facility Name Beds Address City State
Formerly Owned Portfolio

Berlin Nursing and Rehabilitation Center 165 9715 Healthway Drive Berlin MD
Oakland Nursing & Rehabilitation Center 100 706 East Alder Street Oakland MD
Fairfield Nursing & Rehabilitation Center 96 1454 Fairfield Loop Road Crownsville MD
Mid-Atlantic Of Chapel Hill, LLC 63 4511 Robosson Road Randallstown MD
Allegany Health Nursing and Rehab 153 730 Furnace Street Cumberland MD
Villa Rosa Nursing and Rehabilitation 107 3800 Lottsford Vista Road Mitchellville MD
Forest Haven Nursing 167 701 Edmondson Ave Catonsville MD
Restore Health Rehabilitation Center 67 4615 Einstein Place White Plains MD
Northampton Manor 196 200 E. 16th Street Frederick MD
Julia Manor 131 333 Mill Street Hagerstown MD
Devlin Manor 124 10301 Christie Rd. NE Cumberland MD
Moran Manor 120 25701 Shady Lane SW Westernport MD
Falling Spring Nursing and Rehab 186 201 Franklin Farm Lane Chambersburg PA
Care Pavilion Nursing and Rehabilitation Center 396 6212 Walnut Street Philadelphia PA
York Nursing Home 240 7101 Old York Road Oak Lane PA
Cliveden Nursing and Rehabilitation Center 180 6400 Greene Street Philadelphia PA
Maplewood Nursing and Rehab Center 180 125 W Schoolhouse Lane Philadelphia PA
Tucker House Nursing and Rehabilitation Center 180 1001-11 Wallace Street Philadelphia PA
Milton Nursing and Rehabilitation Center 138 743 Mahoning Street Milton PA
Watsontown Nursing and Rehabilitation Center " 115 245 East Eight Street Watsontown PA
Parkhouse Nursing and Rehabilitation Center 467 1600 Black Rock Road Royersford PA
Formerly Owned Portfolio 3,571

Currently Owned

Shippensburg Health Care Center 125 121 Walnut Bottom Road Shippensburg PA
Restore Health at University City 124 3609 Chesnut Street Philadelphia PA
Total Currently Owned 249
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SETTLEMENT AGREEMENT
[. Recitals

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

2. Eactual Background and Covered Condugt. The OIG contends that from
Crctober 18, 2013 through May 30, 2014, Eespondent emploved Douglas Enenman (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 OGS
Self Disclosure Protocol (Pratocol), and O1G accepted Respondent into the Protecol on
July 23, 2014, The Ol contends that Respondent knew or should have known that DE
was excluded from participation in all Federal health care programs and that ne Federal
health care program peyments could be made for items or services furmished by DE. The
OIG contends that the conduct deseribed in this Paragraph (hereimafter referred o as the
“Covered Conduct™) subjects Respondent to ¢ivil monelary penalties, assessmenis, and
exclusion under 42 U.8.C. §§ 1320a-Ta and 1320a-T{03(T).

3, Ho Admission or Congession. This Agreement is neither an admission of
liability by Respondent nor a concession by the O1G that its cluims are not well-founded.

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

II. Teoms and Conditions

- Eavinenl. Respondent agrees to pay to OIG 59234460 (Settlement
Amount), This pavment shall be made via wire transfer to the United States Department
of Health and Human Services according 1o wiillen instructions provided by OIG,
Respondent shall make full payment no later than three business davs after the Effective
Date.

&, Release by the O1G, In consideration of the obligations of Respondent
upder this Agreement and conditioned upon Respoadent's full payment of the Settlement
Amount, the OIG releases Reapomdent from any claims or causes of action it may have
against Respondent under 42 UL5,C, §§ 1320a-Ta and 1320a-T{b)(T) for the Covered
Conduct. The OIG and HHS do not agree to walve any rights, obligations, or causes of
action other than those specifically referred to in this Parageaph. This release is
applicable only to Respondent and is not applicable in any manmer to any other
individual, parimership, corporation, or entity,



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,
spegifically 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 liahility;

¢. 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 Agresment 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 agrecment
between the Parties. All material representations, understandings, and promises of the



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 Agreement
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 Counterparts. 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 behalt of the
Respondent represent and warrant that they are authorized by Respondent to execute this
Agreement, 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,






Wire Transfer Instructions for CMS

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

Receiving Institution Name:

2 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
OIG CMP Settlement Payment for the
Employment of an Excluded Individual

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

at adrienne.sheifer@oig.hhs.gov
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PURCHASE AND SALE AGREEMENT

This PURCHASE AND SALE AGREEMENT (this "Agreement") is made this
19" day of September, 2014 by and between Johns Hopkins Bayview Medical Center,
Inc., a Maryland non-profit corporation (the "Seller"), and Mid-Atlantic Health Care
Acquisitions, LLC, a Maryland limited liability company (the "Purchaser"), as follows:

RECITALS:

WHEREAS, Seller has certain rights, title and interest in and to eighty (80) licensed
long-term care facility beds known in Maryland as comprehensive care facility (“CCF”)
beds (the “Bed Rights”), formerly operated as part of Johns Hopkins Bayview Care Center
located at 5505 Hopkins Bayview Circle, Baltimore, Maryland 21224 (the “Prior Facility”);
and

WHEREAS, Seller has received authorization from the Maryland Health Care
Commission ("MHCC") with an effective date of November 15, 2013 to temporarily
delicense the Facility and for the Bed Rights to be retained in the MHCC's nursing
home bed inventory for a period of one (1) year from the effective date of the
authorization (the “Delicensure Authorization”); and

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

NOW THEREFORE, in consideration of the premises and of the mutual
covenants and conditions contained herein, and for other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the parties
hereto agree as follows:

ARTICLE |
DEFINITIONS

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

(@) CCF. A duly licensed comprehensive care facility or nursing home as
defined by applicable OHCQ regulations.

(b) MHCC: The Maryland Health Care Commission.

(cy OHCQ: The Office of Health Care Quality of the Maryland Department
of Health and Mental Hygiene.

(d)  Closing Date: The date mutually agreed upon by the parties to occur
within fifteen (15) days after Purchaser's receipt of a final, non-appealable MHCC
decision as expressed in a written Certificate of Need (‘CON") approving Purchaser's
Application for CON and authorizing Purchaser to purchase the Bed Rights and their




transfer for use in a CCF operated by Purchaser in Baltimore 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 expiration of
thirty (30) days after the effective date of the CON if no appeal has been filed as of such
date.

ARTICLE Il
PURCHASE AND SALE

21. Purchase and Sale. Subject to the terms and conditions set forth in this
Agreement, Seller agrees to sell to Purchaser, and Purchaser agrees to 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 the Bed Rights
subject to any customary and reasonable conditions imposed by the MHCC as part of
its approval of Purchasers CON application, which conditions are approved by
Purchaser in its reasonable discretion.

22 Conveyance.

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

(b) 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 documents set forth in Section 6.2.

23. Purchase Price. In consideration of the transfer of the Bed Rights, Purchaser
shall pay to the Seller the sum of Five Hundred and Fifty Thousand Dollars ($550,000.00)
(the "Purchase Price"). The Purchase Price shall be payable 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.

2.4. Deposits. Within five (5) business days of the execution of this Agreement,
Purchaser shall deposit $25,000.00 (the "Initial Deposit") in escrow (the “Escrow
Account”) with Bank of America, National Association, as escrow agent, pursuant to an
escrow agreement executed by the parties substantially in the form attached hereto as
Exhibit B. The Initial Deposit shall be refundable to Purchaser within three (3) business
days if either party notifies the other in writing within three (3) business days following the
expiration of the Due Diligence Period (defined hereinafter in Section 2.7 below) that it is
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
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expiration of the Due Diligence Period, then (a) the Initial Deposit shall become non-
refundable (except as set forth below) and the parties shall direct the escrow agent to
release the Initial Deposit to Seller immediately, and (b) Purchaser shall make an
additional refundable deposit of $25,000.00 (the “Second Deposit”) into the Escrow
Account. Both the Initial and Second Deposits shall be applied to the Purchase Price on
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 returned to Purchaser
within three (3) business days of the effective date of termination, but the Initial Deposit
shall remain non-refundable except in the case of a termination of this Agreement
pursuant to 7.1(a), in which case the Initial Deposit shall be refundable to Purchaser.
Purchaser and Seller shall each be responsible for half of the costs and expenses of the
escrow agent under the escrow agreement, and each shall timely pay the escrow agent
its portion of such costs and expenses.

2.5. No Assumption of Obligations. Purchaser has not agreed to pay, shall not
be required to assume, and shall have no liability 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
foregoing, any liability or obligation with respect to (a) Seller's employees, (b) any
outstanding financial obligation of Seller, (c) taxes owed by Seller (d) Seller's costs of
delicensing of the Bed Rights for Seller's use, (e) Seller prior billing and reimbursement
practices or (f) the care of any patients treated or seen by or on behalf of Seller.

2.6. Broker Fees. Seller and Purchaser represent to 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, except that Seller has
engaged Healthcare Transactions Group, Inc. (“HTG™). Seller shall be solely responsible
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 hereby. Each party agrees to defend, indemnify and hold the
other harmless from and against any and all claims, actions and demands for any fees or
commissions due, or claimed to be due, by a broker, agent, finder or commission sales
agent engaged by such party.

2.7 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 Rights and
its ability to obtain all regulatory approvals required for the consummation of the
transaction hereunder. During the Due Diligence Period, Seller shall have the right to
conduct due diligence and obtain information concerning the ability of Purchaser to
consummate the transaction hereunder, including, without limitation, due diligence
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
discretion, such party shall have the right to terminate this Agreement without cause or
penalty within three (3) business days following the expiration of the Due Diligence
Period upon written notice to the other party of the exercise of said option. In such case,
this Agreement shall terminate immediately and the Initial Deposit shall be returned to
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Purchaser in accordance with the terms of Section 2.4 above. Notwithstanding anything
to the contrary, the Due Diligence Period shall not delay Purchaser's submission of the
LOI and efforts to submit and obtain approval for the Application under Section 4.2(a).

ARTICLE Il
REPRESENTATIONS AND WARRANTIES

31. Representations and Warranties of Seller. Seller represents and warrants as
follows, each of which constitutes a material inducement to Purchaser's execution of
this Agreement and the purchase of the Bed Rights:

(a) Organization and Standing; Power. Seller is 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 herein, Seller has all requisite power and
authority to own and operate its properties and enter into, execute, and, subject to
obtaining all necessary approvals, carry out this Agreement and the transactions
herein contemplated. Seller holds all applicable rights, title and interests in and to the
Bed Rights.

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

(c) Authority. The execution, delivery, and performance of this
Agreement by Seller and the transactions herein 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 Articles of Incorporation or Bylaws
of Seller, as amended as of the date hereof, or any note, bond, mortgage, indenture,
lease, permit, agreement, or other instrument or other obligation to which Seller is a
party or by which Seller is bound; or (ii) violate any law, order, license, permit, rule or
regulation applicable to Seller or the Bed Rights. No 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 performance of this
Agreement by the Seller or the consummation of the transaction contemplated by this
Agreement.

(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 Section 2.7 above:

(i) Except as otherwise stated herein, Seller is not in violation of any
applicable federal, state or municipal laws, ordinances, notices, orders, rules,
regulations, decrees, awards, writs, injunctions, judgments, or requirements pertaining
to the Bed Rights such that there is a material impairment of Seller's ability to
consummate the transaction contemplated by this Agreement; and



(i) Seller is not subject to or bound by any order of any court,
regulatory commission, board or administrative body entered in any proceeding to which
it is a 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 contemplated by this Agreement.

(e) 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 to the Seller's knowledge threatened, to
revoke or limit the scope of any Licenses, and is not in violation of any of the Licenses.
Seller has obtained approval from the MHCC, and given notice to the OHCQ, to
temporarily delicense the Prior Facility and the Bed Rights, and: pursuant thereto has
ceased operation of the Bed Rights. None of the Bed Rights are currently 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
preserve 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
OHCQ, 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 terms of the Certificate of Need approval and developing and
operating its CCF.

() Interest in the Bed Rights. Except as otherwise set forth herein, Seller
holds 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 requirement that Purchaser obtain the requisite approvals from the MHCC
before being able to operate the Bed Rights.

(@) No Impediments. To the best of Seller's knowledge, there are no matters
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 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 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, each of which constitutes a material inducement to Seller's
execution of this Agreement and the sale of the Bed Rights:




(a) QOrganization and Standing; Power. Purchaser is a Maryland limited
liability company duly organized, validly existing, and in good standing under the laws
of the State of Maryland. Purchaser has all requisite power and authority to own and
operate its properties and enter into, execute, and carry out this Agreement and the
transactions being contemplated.

(b) No Impediments. To the best of Purchaser's knowledge, there are no
matters that could delay, impede, or otherwise prevent Seller or Purchaser from
consummating the transactions contemplated by this Agreement.

(¢ Binding Obligation. This Agreement is a valid and binding obligation of
Purchaser, enforceable against Purchaser in accordance with its terms, subject to
applicable bankruptcy, insolvency, reorganization and moratorium laws, and other laws
of general application affecting enforcement of creditors' rights generally.

(d) General. All representations and warranties by Purchaser herein 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 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.

3.3 Knowledge. For purposes of this Agreement, the term “knowledge” as
applicable to a party shall mean that no trustee or officer of the party has received any
actual knowledge as to the subject matter of the representation in question.

ARTICLE IV
COVENANTS

4,1. Covenants of Seller. Seller covenants to Purchaser that, except as otherwise
consented to in writing by Purchaser after the date of this Agreement:

(a) Regulatory Approvals. Seller agrees to participate in meetings with
MHCC and the OHCQ upon reasonable request of Seller and to provide Seller with all
information and documentation concerning the Bed Rights as Purchaser may
reasonably request to support its CON application, all at no cost or expense to the
Seller. Prior to November 15, 2014, Seller agrees to submit to the MHCC a binding
contract to transfer ownership of the Bed Rights to Purchaser pursuant to MHCC
Regulations, along with all associated documentation as required by MHCC (the “Bed
Transfer Contract”).

(b) No Inconsistent Action. Seller will not take any action that is inconsistent
with or impairs the consummation of the transaction contemplated by this Agreement,
including, without limitation, attempting to re-license, activate or otherwise
operationalize 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, (ii) not, directly or
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indirectly, solicit, initiate or encourage any inquiry proposal, offer or contract from any
other person or entity for the purchase and sale of the Bed Rights, and (iii) not
participate in any discussions or negotiations with any other person or entity with
respect to the purchase and sale of the Bed Rights. Seller will notify Purchaser
promptly of any matters that could delay, impede or otherwise prevent Seller from
consummating this transaction.

(c) Disclosure.  Seller will inform Purchaser promptly of anything that would
make Seller's representations, warranties, and disclosures made herein materially
untrue or materially misleading or which constitutes a material breach of any covenant
contained herein.

42. Covenants of Purchaser.

(a) Regqulatory Approval for Transfer of the Bed Rights. Purchaser, at its own
expense, shall use commercially reasonable efforts to obtain the MHCC's approval of
an Application for Certificate of Need authorizing the transfer of Seller's rights to the Bed
Rights to Purchaser for use in its CCF in Baltimore City, Maryland as soon as
reasonably practicable. Following the execution of this Agreement, Purchaser shall file a
Letter of Intent to file a Certificate of Need Application with the MHCC on or before
December 15, 2014 (the “LOI”) and shall file an Application for Certificate of Need with
the MHCC on or before April 10, 2015 (the “Application”), all in accordance with the
review schedule published by the MHCC, unless the MHCC publishes a revised review
schedule, in which case Purchaser shall use commercially reasonable efforts to comply
with that schedule. Purchaser shall comply fully with all requests for information, plans,
or other materials sought by the MHCC in a timely fashion, and shall use commercially
reasonable efforts to secure the CON contemplated by this Agreement as soon as
reasonably practicable, including without limitation, obtaining a site on which the Bed
Rights will be located.

(b)  No Inconsistent Action. Purchaser will not take any action that is
inconsistent with, materially delays or impairs the consummation of the transaction
contemplated by this Agreement. Purchaser will notify Seller promptly of any matters
that could delay, impede or otherwise prevent Purchaser from consummating this
transaction.

(c) Disclosure. Purchaser will inform Seller promptly of anything that would
make Purchaser’s representations, warranties, and disclosures made herein materially
untrue or materially misleading or which constitutes a material breach of any covenant
contained herein.



ARTICLE V
CONDITIONS

5.1 Conditions to Purchaser's Obligations. Unless waived by Purchaser in writing
at its sole discretion, all obligations of Seller under this Agreement are subject to the
fulfillment of each 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 to be true and correct as of the
Closing Date in all material respects.

(b) Covenants. Seller 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.

(c) MHCC Approval. A final, non-appealable MHCC decision approving an
Application for Certificate of Need 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 ordinary
limited conditions typically imposed by the MHCC under similar circumstances. In the
event that, notwithstanding Purchaser's best efforts, such MHCC approval is not
obtained and the MHCC denies the Application for Certificate of Need, subject to
Sections 7.2 and 7.3, this Agreement shall be null and void, provided, however, 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
pendency of any appeals.

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

5.2. Conditions to_Seller's Obligations. Unless waived by Seller in writing at its
sole discretion, all obligations of Purchaser under this Agreement are subject to the
fulfillment of each of the following conditions at or prior to the Closing Date:

(@) Representations and Warranties. The representations and warranties of
Purchaser contained in this Agreement shall continue to be true and correct as of the
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.

(c) MHCC Approval. A final, non-appealable MHCC decision approving an
Application for Certificate of Need 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 ordinary
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limited conditions typically imposed by the MHCC under similar circumstances. In the
event that, notwithstanding Purchaser's best efforts, such MHCC approval is not
obtained and the MHCC denies the Application for Certificate of Need, subject to
Sections 7.2 and 7.3, this Agreement shall be null and void, provided, however, 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
pendency of any appeals.

(d) Payment of the Purchase Price. Purchaser shall have paid the Purchase
Price on the Closing Date in accordance with Section 2.3 above.

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

ARTICLE VI
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 other place
mutually agreed upon by the parties.

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

(@) The Seller shall execute and deliver an Assignment of Intangibles
conveying all of Seller's right, title, and interest in and to the Bed Rights in the form of
the Assignment attached as Exhibit A; and

(b) The parties shall execute and deliver such other documents and
instruments as either party may reasonably require to consummate the transactions
contemplated by this Agreement.

ARTICLE VII
DEFAULT; TERMINATION

741 Right to Terminate.

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

(b) 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 is in material
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breach of any of the terms hereof, which breach or violation materially impairs Seller's
ability to consummate this transaction; provided, however, Purchaser is provided at
least thirty (30) days advance written notice and is afforded an opportunity to cure the
breach.

(c) Either party may terminate this Agreement 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 withhold.

(d) A party may terminate this Agreement in accordance with the terms of
Section 2.7 above.

() A party may terminate this Agreement prior to the Closing Date by
providing at least sixty (60) days’ prior written notice to the other party in the event that
the terminating party reasonably concludes that the Closing Date will not occur within
the twenty-four (24) month period described in Section 7.1(c) above (subject to any
extensions granted by Seller) or the transaction contemplated by this Agreement is
otherwise incapable of being consummated, provided that a party may not terminate
under this paragraph if (1) the terminating party is in material breach at the time of
termination and (2) if the delay in closing is caused by the breach.

7.2 Procedure Upon Termination. In the event of termination by a party pursuant
to Section 7.1, written notice thereof shall be given as provided herein and the
transaction contemplated by this Agreement shall be terminated without further action or
notice by either party. If the transaction contemplated by this Agreement is terminated
as provided herein:

(@) Seller and Purchaser shall return all documents, work papers, and other
material of any other party relating to the transaction contemplated hereby (or copies
thereof), whether obtained before or after the execution hereof, to the party furnishing
the same.

(b)  All confidential information received by Seller or Purchaser with respect to
the business of any other party or its affiliates shall be 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), SHALL BE ABSOLUTELY LIMITED TO THE AMOUNT OF THE
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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 9.2.

7.4. Time is of the Essence. The parties 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 irreparable damage may occur in the event of
a breach by a party hereunder. It is accordingly agreed that a non-breaching party may
seek appropriate equitable relief in the event of party’s breach, without prejudice to any
other rights and remedies that the non-breaching party may have at law or in equity.

ARTICLE ViIiI
SURVIVAL

8.1. Survival. The representations, warranties, and agreements made by the parties
in this Agreement and in any certificates and documents delivered in connection
herewith, shall survive the Closing Date for a period of six (6) 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 agreement herein within such six (6) month period, then
such representation, warranty or agreement shall survive only as it concerns the
pending claim until the final determination of the matter.

ARTICLE IX
MISCELLANEOUS

9.1. Third Parties. Nothing herein expressed or implied is intended or shall be
construed to confer upon or give to any person other than the parties hereto and their
successors and assigns any rights or remedies under or by reason of this Agreement.

9.2. Confidentiality. Prior to the Closing Date, Purchaser and Seller shall hold, and
shall cause their employees, representatives, agents, and affiliated persons to hold, in
strict confidence and not use in any way except in connection with the transactions
contemplated hereby, any confidential or proprietary information obtained from the other
party in connection with the transactions contemplated by this Agreement, except such
information may be disclosed: (i) to regulatory authorities or governmental agencies and
to any other person to the extent necessary to obtain the consents or approvals
contemplated by this Agreement; (ii) if required by court order or decree or applicable
law; (iii) if it is publicly available through no act or failure to 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 matter of
this Agreement; (v) upon the prior written consent of the other party; or (vi) if it is
otherwise expressly provided for herein. In the event that a disclosure 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 reasonably cooperate with the other party as requested
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to protect the information to be disclosed.
9.3 Notices.

(a)  All notices, requests, demands, and other communications required or
permitted to be given hereunder shall be deemed to have been duly given if in writing
and delivered personally, by overnight courier, or mailed first-class, postage prepaid,
registered or certified mail, as follows:

If to Seller:
Johns Hopkins Bayview Medical Center, Inc.
5300 Alpha Commons Drive
Alpha Commons Building, Executive Offices
Baltimore, MD 21224-2780

With a copy to:

G. Daniel Shealer, Esq.

Vice President & General Counsel

The Johns Hopkins Health System Corporation
600 N. Wolfe Street

Baltimore, MD 21287-1900

If to the Purchaser:

Mid-Atlantic Health Care Acquisitions, LLC
1922 Greenspring Drive, Suite #3
Timonium, Maryland 21093

Attn: Chief Executive Officer

With a copy to:

Miles & Stockbridge, P.C.
100 Light Street

Baitimore, Maryland 21202
Attn: Joseph P. Ward, Esq.

(b)  The parties may change the address to which such communications are to
be directed by giving written notice to the other in the manner provided in this Section.

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

9.4. No Waiver; Cumulative Remedies. No failure by a party to exercise and no
delay in exercising any right, power, privilege, or discretion under this Agreement shall
operate as a waiver thereof; nor shall any single or partial exercise of any right, power,
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privilege, or discretion hereunder preclude any other exercise thereof; nor shall any
waiver thereof be effective unless in writing and signed by the party waiving the same.

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

9.6 Forum. The Parties consent to submit to the exclusive jurisdiction of the courts
of the State of Maryland located in Howard County for any proceeding arising in
connection with this Agreement, and each Party agrees not to commence any such
proceeding except in such courts. The Parties waive any objection to the laying of
venue of any such proceeding in the courts of the State of Maryland located in Howard
County.

9.7. Entire Agreement. This Agreement, including the recitals set forth above which
are intended to be an integral part hereof, sets 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 hereof.

9.8. Severability. In case one or more of the provisions contained in this Agreement
shall for any reason be held to be invalid, illegal, or unenforceable in any respect, such
invalidity, illegality, or unenforceability shall not affect any other provision hereof, and
this Agreement shall be construed as if such invalid, illegal, or unenforceable provision
had never been contained herein.

9.9. General. The Section headings contained in this Agreement are for reference
purposes only and shall not affect in any way the meaning or interpretation of this
Agreement. All references made in the neuter, masculine, or feminine gender shall be
deemed to have been made in all such genders; and in the singular or plural number
shall be deemed to have been made respectively, in the plural or singular number as
well.

9.10 Assignment. This Agreement shall inure to the benefit of and be binding upon
the parties hereto and their respective successors and permitted assigns. Purchaser
may not assign or delegate its rights or obligations hereunder without the prior written
consent of Seller, provided that Purchaser shall be permitted to assign all of its rights
and obligations under this Agreement without the consent of Seller to any entity
(whether 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
to unconditionally guarantee the full and complete performance hereunder by its
assignee.

9.11. 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 respective counsel, accountants, consultants, and financial
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advisors, whether or not the transactions contemplated hereunder are consummated.

9.12. Counterparts. This Agreement may be executed in any number of counterparts,
each of which shall be an original with the same effect as if the signatures thereto and
hereto were upon the same instrument. Any signature duly affixed to this Agreement
and delivered by facsimile transmission or in PDF format shall be deemed to have the
same legal effect as the actual signature of the person signing this Agreement. Any
Party receiving delivery of a facsimile or PDF copy of the signed Agreement may rely on
such as having actually been signed.

9.13 Public Announcements. Unless required to do so by applicable law or
regulation, Purchaser and Seller each agree that it shall not release, publish or
otherwise make available to the public in any manner whatsoever any information or
announcement regarding this Agreement or the transactions contemplated hereby
without the prior written consent of the other Party except for purposes of obtaining the
Regulatory Approvals.

[This space is intentionally left blank. Signature page to follow.]
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IN WITNESS WHEREOF, the parties hereto have executed and sealed this
Purchase and Sale Agreement as of the day and year first written above.

SELLER:
JOHNS HOPKINS BAYVIEW MEDICAL
CENTER, INC. ] _)P

Richard G. Bennett, M.D.
President

PURCHASER:

MID-ATLANTIC HEALTH CARE
ACQUISITIONS, LLC

By:

Name;
Title:
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IN WITNESS WHEREOF, the parties hereto have executed and sealed this
Purchase and Sale Agreement as of the day and year first written above.

SELLER:

JOHNS HOPKINS BAYVIEW MEDICAL
CENTER, INC.

By:

Richard G. Bennett, M.D.
President

PURCHASER:

MID-ATLANTIC HEALTH CARE
ACQUISITIONS, LLC

me Sc_c:‘r Q\t\guu
e- WA o WEWM DS
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EXHIBIT A

ASSIGNMENT OF INTANGIBLES

KNOW ALL MEN BY THESE PRESENTS, that the undersigned, Johns Hopkins
Bayview Medical Center, Inc., a Maryland non-profit corporation (“Seller”), for good and
valuable consideration to it paid by [Mid-Atlantic Health Care Acquisitions], LLC, a
Maryland limited liability company (“Purchaser”), the receipt of which is hereby
acknowledged, does hereby grant, bargain, sell and transfer to Purchaser, its
successors and assigns, all its right, title, and interest in and to eighty (80)
Comprehensive Care Facility Beds identified as the Bed Rights in the Purchase and
Sale Agreement (the “Agreement”) dated September 19, 2014 by and between Seller
and Purchaser.

AND TO HAVE AND TO HOLD all and singular the aforesaid property to
Purchaser, its successors and assigns forever.

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

IN WITNESS WHEREOF, Seller has caused this instrument to be executed this
____dayof , 2014.

SELLER:

JOHNS HOPKINS BAYVIEW MEDICAL
CENTER, INC.

By:

Richard G. Bennett, M.D.
President



EXHIBIT B

ESCROW AGREEMENT




ESCROW AGREEMENT

THIS ESCROW AGREEMENT (the “Agreement”) is made and entered into as of
September __, 2014, by and among Johns Hopkins Bayview Medical Center, Inc., a not-
for-profit corporation organized under the laws of the State of Maryland (“JHBMC”),
Mid-Atlantic Health Care Acquisitions, LLC, a limited liability company organized under
the laws of the State of Maryland (“Mid-Atlantic”), and Bank of America, National
Association, a national banking association duly organized and existing under the laws of
the United States of America, having an office in Chicago, [llinois (the “Escrow Agent™).
JHBMC and Mid-Atlantic are individually referenced herein as a “Party” and collectively
as 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 JHBMC seeks to sell to Mid-Atlantic, certain
rights, title and interests of JHBMC in and to eighty (80) licensed long-term care facility
beds known in Maryland as comprehensive care facility (“CCF”) beds (the “Bed
Rights”), formerly operated as part of Johns Hopkins Bayview Care Center located at
5505 Hopkins 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 total fifty thousand dollars ($50,000.00) in
escrow to be applied toward the purchase 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 agree as follows:

ARTICLE 1
ESTABLISHMENT OF ESCROW

(a) Within five (5) business days of the Parties’ execution of the Purchase
Agreement, Mid-Atlantic will deposit twenty-five thousand dollars ($25,000.00) (the
“Initial Deposit”) with the Escrow Agent. It is acknowledged that additional deposits
may be made 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 Fund.”

(b) The parties hereto hereby appoint the Escrow Agent, and the Escrow
Agent hereby agrees to 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
additional depostits and agrees to hold the Escrow Fund in a separate and distinct account
(the “Escrow Account™) which is hereby established and which will be held and disbursed
by the Escrow Agent only in accordance with the express terms and conditions of this
Agreement. The Escrow Agent may accept an item for deposit into the Escrow Account
from either Party. Escrow Agent is not required to question the authority of the person



making the deposit on behalf of a Party.

ARTICLE 11
INVESTMENT OF ESCROW FUND

The Escrow Fund shall remain uninvested. @ The parties hereto hereby
acknowledge and agree that they will not have any claim or cause of action against the
Escrow Agent for its failure to invest the Escrow Fund in an interest bearing or otherwise
accreting account, and each Party shall indemnify and hold the Escrow Agent harmless
from any such claim (and any expenses incurred defending such claim) asserted, as
applicable, by any of its respective shareholders, creditors, trustee(s) in bankruptcy or
other persons not a party to this Agreement.

ARTICLE III
DISBURSEMENTS FROM THE ESCROW ACCOUNT

The Escrow Agent shall only disburse amounts held in the Escrow Account upon
receipt of a written notice (“Disbursement Request”) from JHBMC and Mid-Atlantic two
(2) Business Days prior to the requested disbursement date specifying (i) the amount to
be disbursed, (ii) the date of disbursement, (iii) the recipient of the disbursement, and
(iv) the manner of disbursement and delivery instructions. A form of Disbursement
Request is attached hereto as Annex I. For the avoidance of doubt, if any Disbursement
Request authorizes the disbursement of all of the then-remaining Escrow Funds, such
Disbursement Request shall constitute a Termination Notice (as defined below) and shall
be treated as such in accordance with the provisions of Article VII. Further, the Escrow
Agent is authorized to obtain confirmation of such Disbursement Request by telephone
call-back to the person or persons designated for verifying such requests on Exhibit B
(such person verifying the request shall be different than the person initiating the
request).

ARTICLE 1V
COMPENSATION; EXPENSES

As compensation for its services to be rendered under this Agreement, for each
year or any portion thereof, the Escrow Agent shall receive a fee in the amount specified
in Exhibit A to this Agreement and shall be reimbursed upon request for all expenses,
disbursements and advances, including reasonable fees of outside counsel, if any,
incurred or made by it in connection with the carrying out of its duties under this
Agreement. Mid-Atlantic and JHBMC shall each be responsible for paying half of such
fees and expenses. The Escrow Agent is hereby authorized and directed to withdraw
from the Escrow Funds any fees or expenses that have been invoiced but that have
remained 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 authorized to withhold any
disbursement it would otherwise make from the Escrow Account if at the time of such
disbursement any invoiced fees or expenses remain unpaid. In the event of a withdrawal
by Escrow Agent from the Escrow Funds to pay fees or expenses of the Escrow Agent,
JHBMC and Mid-Atlantic each agree to immediately make an additional deposit (equal
to half of the amount of such unpaid fees or expenses) into the escrow account in order to



bring the balance back to its intended balance as contemplated by the Purchase
Agreement. Amounts due for fees and expenses at the time this Agreement is executed
shall be deemed to have been invoiced at such time and for purposes of this Article IV
shall be deemed an invoice. It is understood that the foregoing provisions may affect the
disbursement of funds to parties not responsible for the payment of fees and expenses.

ARTICLE V
REPRESENTATIONS AND WARRANTIES

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

(a) such party is duly organized, validly existing and in good standing under
the laws of the State of its organization;

(b) such Party has all requisite corporate or other power, authority and
capacity, and such other consents and approvals as are required to enter
into this Agreement and to perform the obligations required of it
hereunder and thereunder. The execution and delivery of this Agreement,
and the consummation of the transactions contemplated herein, have been
duly and validly authorized by all necessary action. This Agreement
constitutes a valid and legally binding agreement of such Party
enforceable in accordance with its terms, and no offset, counterclaim or
defense exists to the full performance by such Party 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
and anti-terrorist financing laws and regulations;

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

(e) such Party will not use the Escrow Account for illegal transactions,
including, without limitation, those prohibited by the Unlawful Internet
Gambling Enforcement Act, 31 U.S.C. Section 5361 et. seq.

ARTICLE VI
EXCUPLATION AND INDEMNIFICATION

6.1(a) The obligations and duties of the Escrow Agent are confined to those specifically
set forth in this Agreement which obligations and duties shall be deemed purely
ministerial in nature. No additional obligations and duties of the Escrow Agent shall be
inferred or implied from the terms of any other documents or agreements,
notwithstanding references herein to other documents or agreements. In the event that
any of the terms and provisions of any other agreement between any of the parties hereto



conflict or are inconsistent with any of the terms and provisions of this Agreement, the
terms and provisions of this Agreement shall govern and control the duties of the Escrow
Agent in all respects. The Escrow Agent shall not be subject to, or be under any
obligation to ascertain or construe the terms and conditions of any other instrument, or to
interpret this Agreement in light of any other agreement whether or not now or hereafter
deposited with or delivered to the Escrow Agent or referred to in this Agreement. The
Escrow Agent shall not be obligated to inquire as to the form, execution, sufficiency, or
validity of any such instrument nor to inquire as to the identity, authority, or rights of the
person or persons executing or delivering same. The Escrow Agent shall have no duty to
know or inquire as to the performance or nonperformance of any provision of any other
agreement, 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 to time by
delivery of a revised and re-executed Exhibit B to the Escrow Agent. The Escrow Agent
may, but is not required to, investigate payment instructions, make further inquiries, and,
where required, block or reject services due to domestic or global economic or trade-
based sanctions. Notwithstanding the foregoing sentence, the Escrow Agent is authorized
to comply with and rely upon any notices, instructions or other communications believed
by it to have been sent or given by a person or persons authorized by the parties. The
Escrow Agent specifically allows for receiving direction by written or electronic
transmission from an authorized representative with the following caveat, the Parties
agree to indemnify and hold harmless the Escrow Agent against any and all claims,
losses, damages, liabilities, judgments, costs and expenses (including reasonable
attorneys' fees) (collectively, "Losses") incurred or sustained by the Escrow Agent as a
result of or in connection with the Escrow Agent's reliance upon and compliance 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 Agent.

(b)  In the event funds transfer instructions are given to the Escrow Agent pursuant to
the terms of this Agreement (other than with respect to fund transfers to be made
contemporaneously with the execution of this agreement), regardless of the method used
to transmit such instructions, such instructions must be given by an individual designated
on Exhibit B. Further, the Escrow Agent is authorized to obtain and rely upon
confirmation of such instructions by telephone call-back to the person or persons
designated for verifying such instructions on Exhibit B (such person verifying the
instruction shall be different than the person initiating the instruction). The parties hereto
aside from the Escrow Agent agree that the Escrow Agent may delay the initiation of any
fund transfer until all security measures it deems to be necessary and appropriate have
been completed and shall incur no liability for such delay.

6.2  The Escrow Account shall be maintained in accordance with applicable laws,
rules and regulations and policies and procedures of general applicability to accounts
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 faith and in the exercise of its own best judgment
or for any damages not directly resulting from its gross negligence or willful misconduct.
Without limiting the generality of the foregoing sentence, it is hereby agreed that in no
event will the Escrow Agent be liable for any lost profits or other indirect, special,



incidental or consequential damages which the parties may incur or experience by reason
of having entered into or relied on this Agreement or arising out of or in connection with
the Escrow Agent’s duties hereunder, notwithstanding that the Escrow Agent was advised
or otherwise made aware of the possibility of such damages. The Escrow Agent shall not
be liable 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 authorities, or any other similar cause or catastrophe beyond
the Escrow Agent’s reasonable control. Any act done or omitted to be done by the
Escrow Agent pursuant to the advice of its attorneys shall be conclusively presumed to
have been performed or omitted in good faith by the Escrow Agent.

6.3  In the event the Escrow Agent is notified of any dispute, disagreement or legal
action relating to or arising in connection with the escrow, the Escrow Fund, or the
performance of the Escrow Agent's duties under this Agreement, the Escrow Agent will
not be required to determine the controversy or to take any action regarding it. The
Escrow Agent may hold all documents and funds and may wait for settlement of any such
controversy by final appropriate legal proceedings, arbitration, or other means as, in the
Escrow Agent's discretion, it may require.  Furthermore, if confronted 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 taking, the Escrow Agent may, at its
option, file an action of interpleader requiring the parties to answer and litigate any
claims and rights among themselves. The Escrow Agent is authorized, at its option, to
deposit with the court in which such action is filed, all documents and funds held in
escrow, except all costs, expenses, charges, and reasonable attorneys’ fees incurred by the
Escrow Agent due to the interpleader action and which JHBMC and Mid-Atlantic agree
on a joint and several basis to pay. Upon initiating such action, the Escrow Agent shall
be fully released and discharged of and from all subsequent obligations and liability
otherwise imposed by the terms of this Agreement.

6.4  The Parties hereby agree, on a joint and several basis, to indemnify and hold the
Escrow Agent, and its directors, officers, employees, and agents, harmless from and
against all costs, damages, judgments, attorneys’ fees (whether such attorneys shall be
regularly retained or specifically employed), expenses, obligations and liabilities of every
kind and nature which the Escrow Agent, and its directors, officers, employees, and
agents, may incur, sustain, or be required to pay in connection with or arising out of this
Agreement, unless the aforementioned results from the Escrow Agent’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 indemnities shall extend to any breach of the
representations, warranties or covenants in Section 10.3 of this Agreement. The costs
and expenses of enforcing this right of indemnification also shall be paid by the Parties.
The foregoing indemnities in this paragraph shall survive the resignation or substitution
of the Escrow Agent and the termination of this Agreement.

ARTICLE VII
TERMINATION OF AGREEMENT

This Agreement shall terminate:



(a) On the termination date set forth in a properly executed and delivered
Termination Notice (as defined below). The Parties may, at any time, terminate this
Agreement by delivering to the Escrow Agent written notice (the “Termination Notice™)
signed by the Parties setting forth (i) the requested termination date and (ii) instructions
for the return or delivery of the parties’ then-escrowed property. The Termination Notice
shall be received by the Escrow Agent not fewer than two (2) Business Days prior to the
requested termination date. A form of Termination Notice is attached hereto as Exhibit
C.

(b) Should the Parties terminate the Agreement pursuant to this Article VII, it
is understood and agreed by each of them that the Escrow Agent shall be entitled (i) to
keep any monies paid to it in respect of fees or expenses previously due and owing and
(i) to offset from the amount of Escrow Funds on deposit as of the date of the
Termination Notice, any amounts due for fees and expenses that, as of such date, have
been previously invoiced and remain unpaid or which are then due and payable on a pro
rata basis. Notwithstanding any other provision hereof, this Agreement shall not
terminate before all amounts in the Escrow Account shall have been distributed by the
Escrow Agent in accordance with the terms of this Agreement.

ARTICLE VIII
RESIGNATION OF ESCROW AGENT

The Escrow Agent may resign at any time upon giving at least thirty (30) days
prior written notice to JHBMC and Mid-Atlantic; provided that no such resignation shall
become effective until the appointment of a successor escrow agent which shall be
accomplished as follows: JHBMC and Mid-Atlantic shall use their best efforts to select a
successor escrow agent within thirty (30) days after receiving such notice. If JHBMC
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 JHBMC and Mid-Atlantic to petition
any court of general jurisdiction sitting in Cook County, Illinois for the appointment of a
successor escrow agent. The successor 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 as if
originally named as escrow agent. Upon delivery of such instrument, the Escrow Agent
shall be discharged from any further duties and liability under this Agreement. The
Escrow Agent shall be paid any outstanding fees and expenses prior to transferring assets
to a successor escrow agent.

ARTICLE IX
NOTICES

All notices required by this Agreement shall be in writing and shall be deemed to
have been received (a) immediately if sent by hand delivery (with signed return receipt),
(b) the next Business Day if sent by nationally recognized overnight courier or (c) the
second following Business Day if sent by registered or certified mail, in any case to the
respective addresses as follows:



If to JHBMC:

Johns Hopkins Bayview Medical Center, Inc.
5300 Alpha Commons Drive

Alpha Commons Building, Executive Offices
Baltimore, MD 21224-2780

Attn: President

With a copy to:

G. Daniel Shealer, Esq.

Vice President & General Counsel

The Johns Hopkins Health System Corporation
600 N. Wolfe Street, Admin. 400

Baltimore, MD 21287-1900

If to Mid-Atlantic:

Mid-Atlantic Health Care Acquisitions, LLC
922 Greenspring Drive, Suite #3

Timonium, Maryland 21093

Attn: Chief Executive Officer

If to the Escrow Agent:

Bank of America, National Association
Global Custody and Agency Services
135 S. LaSalle Street

11.4-135-05-07

Chicago, Illinois 60603

Attention: Arlene Kaminski

ARTICLE X
TAX REPORTING

10.1 The Parties understand and agree that they are required to provide the Escrow
Agent with a properly completed and signed Tax Certification (as defined below) and
that the Escrow Agent may not perform its 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 Certifications to the Escrow Agent, the
Escrow Account shall not be invested as otherwise provided herein nor shall
disbursements be made from the Escrow Account as otherwise provided at Article III. In
the case of a person that is a “United States person” within the meaning of Section
7701(a)(30) of the Internal Revenue Code of 1986, as amended (the “Code”), an original
IRS Form W-9 (or applicable successor form) will be provided. In the case of a person
that is not a “United States person” within the meaning of Section 7701(a)(30) of the
Code (hereinafter a “foreign person™), an original applicable IRS Form W-8ECI, W-
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8IMY, W-8EXP or W-8BEN (or applicable successor form), along with any required
attachments, will be provided to the Escrow Agent. As used herein “Tax Certification”
shall mean an IRS form W-9 or W-8 as described above. Under current law, the
applicable IRS Form W-8ECI, W-8IMY, W-8EXP or W-8BEN generally will expire
every three (3) years and must be replaced with another properly completed and signed
original sent to the Escrow Agent. A new original IRS Form W-8, indicating the relevant
Escrow Account number, (or such other information or forms as required by law) must be
delivered by each foreign person to, and received by, the Escrow Agent either prior to
December 31st of the calendar year inclusive of the third (3rd) anniversary date of the
date listed on the previously submitted form or as otherwise required by law.

10.2 The Escrow Agent will comply with any U.S. tax withholding or backup
withholding and reporting requirements that are required by law.

10.3  Each Party hereby (i) represents and warrants each for itself that, as of the date
this Agreement is made and entered into, the Escrow Account is not a Qualified
Settlement Fund, Designated Settlement Fund, or Disputed Ownership Fund within the
meaning of section 468B of the Code (and the regulations thereunder) and (ii) covenants
that they shall not respectively take, fail to take or permit to occur any action or inaction,
on or after the date this Agreement is made and entered into, that causes the Escrow
Account to become such a Qualified Settlement Fund, Designated Settlement Fund, or
Disputed Ownership Fund at any time.

10.4 The Parties agree that they are not relieved of their respective obligations, if
any, to prepare and file information reports under Code Section 6041, and the Treasury
regulations thereunder, with respect to amounts of imputed interest income, as
determined pursuant to Code Sections 483 or 1272. The Escrow Agent shall not be
responsible for determining or reporting such imputed interest.

ARTICLE XI
MISCELLANEOUS PROVISIONS

11.1  Each party hereto represents and warrants that such party has all necessary power
and authority to execute and deliver this Agreement and to perform all of such party’s
obligations hereunder. This Agreement constitutes the legal, valid, and binding
obligation of each party hereto, enforceable against such party in accordance with its
respective terms, except as such enforceability may be limited by bankruptcy, insolvency,
reorganization or other similar laws affecting the enforcement of creditors’ rights
generally and by general 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 Illinois and the parties hereto consent to jurisdiction in the State of Illinois
and venue in any state or Federal court located in the City of Chicago.

11.3  Any bank or corporation into which the Escrow Agent may be merged or with
which it may be consolidated, or any bank or corporation to whom the Escrow Agent
may transfer a substantial amount of its escrow business, shall be the successor to the



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

11.4 This Agreement may be amended, modified, and/or supplemented only by an
instrument in writing executed by all parties hereto.

11.5 This Agreement may be executed by the parties hereto individually or in one or
more counterparts, each of which shall be an original and all of which shall together
constitute one and the same agreement. This Agreement, signed and transmitted by
facsimile machine or pdf file, is to be treated as an original document and the signature
of any party hereon, if so transmitted, is to be considered as an original signature, and the
document so transmitted is to be considered to have the same binding effect as a
manually executed original.

11.6 The headings used in this Agreement are for convenience only and shall not
constitute a part of this Agreement. Any references in this Agreement to any other
agreement, instrument, or document are for the convenience of the parties and shall not
constitute a part of this Agreement.

11.7  As used in this Agreement, “Business Day” means a day other than a Saturday,
Sunday, or other day when banking institutions in Chicago, Illinois are authorized or
required by law or executive order to be closed.

11.8 This Agreement constitutes a contract solely among the parties by which it has
been executed and is enforceable solely by the parties by which it has been executed and
no other persons. It is the intention of the parties hereto that this Agreement may not be
enforced on a third party beneficiary or any similar basis.

11.9 The parties agree that if any provision of this Agreement shall under any
circumstances be deemed invalid or inoperative this Agreement shall be construed with
the invalid or inoperative provisions deleted and the rights and obligations of the parties
shall be construed and enforced accordingly.

11.10 No party hereto shall assign its rights hereunder until its assignee has submitted to
the Escrow Agent (i) Patriot Act disclosure materials and the Escrow Agent has
determined that on the basis of such materials it may accept such assignee as a customer
and (ii) 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 rights to assign shall be subject, in the case of any
party having an obligation to indemnify the Escrow Agent, to the Escrow Agent’s
approval based upon the financial ability of assignee to indemnify it being reasonably
comparable to the financial ability of assignor, which approval shall not be unreasonably
withheld.

11.11 Any claim against the Escrow Agent arising out 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 to this Section
11.11 shall be held in Chicago, Illinois.



11.12 Escrow Agent will treat information related to this Agreement as confidential but,
unless prohibited by law, the Parties authorize the transfer or disclosure of any
information relating to the Agreement to and between the subsidiaries, officers, affiliates
and other 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 legal process.

The Parties will treat the terms of this Agreement, including any Fee Schedule, as
confidential except on a "need to know" basis to persons within or outside such Party's
organization (including affiliates of such Party), such as attorneys, accountants, bankers,
financial advisors, auditors and other consultants of such party and its affiliates, except as
required 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])
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IN WITNESS WHEREQF, the parties hereto have executed and delivered this Agreement as of
the day and year first above written.

JOHNS HOPKINS BAYVIEW MEDICAL CENTER, INC.

By: . =0
Name: Richard
Title: President

MID-ATLANTIC HEALTH CARE ACQUISITIONS, LLC

By:

Name:
Title:

Escrow Agent:

BANK OF AMERICA, NATIONAL ASSOCIATION

By:

Name:
Title:



IN WITNESS WHEREOF, the parties hereto have executed and delivered this Agreement as of
the day and year first above written.

JOHNS HOPKINS BAYVIEW MEDICAL CENTER, INC.

By:

Name: Richard Bennett, M.D.
Title: President

MID-ATLANTI ALTH CARE ACQUISITIONS, LLC
By: CA — 7
Name; Scem L iEvies

Titfle! mamAbiwie Mo P el

Escrow Agent:
BANK OF AMERICA, NATIONAL ASSOCIATION

By:

Name:
Title:



EXHIBIT A

ESCROW AGENT FEE SCHEDULE

Set-Up Fee: $500.00
Tax Reporting Set-up Fee: $0.00
Annual Administration Fee: $3,500.00

Wire or Check Disbursement Fee:  $20.00 per wire/check

THE SET-UP FEES AND FIRST YEAR’S ANNUAL ADMINISTRATION FEES ARE DUE
UPON EXECUTION OF THE ESCROW AGREEMENT.*

Escrow Agent reserves the right to bill at cost for all out-of-pocket expenses, including out-of-pocket
expenses in connection with the closing. Out-of-pocket expenses include, but are not limited to,
professional services (e.g. legal or accounting), travel expenses, telephone and facsimile transmission
costs, postage (including express mail and overnight delivery charges), and copying charges.

*(The Annual Administration Fee will be invoiced yearly in advance, without pro-ration for partial
years. Wire and check disbursement fees will be invoiced on a quarterly basis.)



[AN “EXHIBIT B” MUST BE COMPLETED AND EXECUTED FOR EACH PARTY TO THE AGREEMENT]

EXHIBIT B

Escrow Agreement Dated as of Scptember ___, 2014 by and among Johns Hopkins Bayview
Medical Center, Inc., Mid-Atlantic Health Care Acquisitions, LL.C, and Bank of America,

National Association

Certificate of Authorized Representatives — Johns Hopkins Bayview Medical Center, Inc.

Name: Richard Bennett, M.D.

Title: President

Phone:  (410) 550-0781

Facsimile:

E-mail:  rbennett@jhmi.edu

Signature:

Fund Transfer / Disbursement Authorily Level:

Initiate
X Verify transactions initiated by others

Name:

Title:

PPhone:

Facsimile:

E-mail:

Signature:

Fund Transfer / Disbursement Authority Level:

0O Initiate

0 Verify transactions initiated by others

Name: Carl Francioli

Title: VP, Finance

Phone:  (410) 550-0909

Facsimile:

E-mail:  clranc@jhmi.edp

Y
' v sl s
Signature: ) '

Fund T'ransfer / Disbursement Authority Level:

[x1 Initiate
X Verify transactions initiated by others

Name:

Title:

Phone:

Facsimile:

E-mail:

Signature:

Fund Transfer / Disbursement Authority Level:

O Initiate
O Verify transactions initiated by others

The Escrow Agent is authorized to comply with and rely upon any notices, instructions or other
communications believed by it to have been sent or given by the person or persons identified above
including without limitation, to initiate and verify funds transfers as indicated.

Johns Hopleips i =thigdl Center, Inc.:

Richard Bennett, MD
President
Date: September \_@, 2014



[AN “EXHIBIT B” MUST BE COMPLETED AND EXECUTED FOR EACH PARTY TO THE AGREEMENT]

EXHIBIT B
Escrow Agreement Dated as of September

2014 by and among Johns Hopkins Bayview

Medical Center, Inc., Mid-Atlantic Health Care Acquisitions, LLC, and Bank of America,
National Association

Certificate of Authorized Representatives — Mid-Atlantic Health Care Acquisitions, LLC

Name: Scott M. Rifkin

Title:  Chief Executive Officer

Phone:  (410) 960-7975

Facsimile: (410) 308-4999

E-mail: scottnﬂ/ d@gmail.com

el N v /L

Fund Transfer /Disbursement Authority Level:

Hnitiate
BdVerify transactions initiated by others

Name:

Title:

Phone:

Facsimile:

E-mail:

Signature:

Fund Transfer / Disbursement Authority Level:

v Initiate
v Verify transactions initiated by others

Name: Scott Potter

Title:  Chief Financial Officer

Phone:  (410) 308-2300, ext. 200

Facsimile:  (410) 3084999

E-mail: spotter@miléaﬂantic.c A
LA

Fund Transfer / Disbursement Authority Level:

Signature:

Initiate
XVerify transactions initiated by others

Name:

Title:

Phone:

Facsimile:

E-mail:

Signature:

Fund Transfer / Disbursement Authority Level:

O Initiate
O Verify transactions initiated by others

The Escrow Agent is authorized to comply with and rely upon any notices, instructions or other
communications believed by it to have been sent or given by the person or persons identified above
including without limitation, to initiate and verify funds transfers as indicated.

Mid-Atlantic Health Care Acqu1sztfons LLC:
By:

N'ame: SCO'H R 1Ee
Title: M~ A Gl MAEV\/\G":\Q
Date:




EXHIBIT C
FORM OF TERMINATION NOTICE

[Date]

Bank of America, National Association
Global Custody and Agency Services
135 S. LaSalle Street
11.4-135-05-07
Chicago, Illinois 60603
Attention: Arlene Kaminski

NOTICE OF TERMINATION

Ladies and Gentlemen:

We refer you to that certain Escrow Agreement (the “Agreement’”), dated as of September _
2014, among Johns Hopkins Bayview Medical Center, Inc., Mid-Atlantic Health Care Acquisitions,
LLC, and Bank of America, National Association, a photocopy of which is attached hereto. Capitalized
terms used but not defined in this letter shall have the meanings given them in the Agreement.

We hereby notify you, in accordance with the terms and provisions of Article VII(a) of the
Agreement, that we are terminating the Agreement. Accordingly, we request that you terminate the
Agreement as of []'. Those undertakings that, under the provisions of the Agreement, shall survive
termination of the Agreement shall continue as provided therein. All Escrow Funds or items of property
thereafter on deposit or held in the Escrow Account or by the Escrow Agent pursuant to the Agreement
shall, concurrently with the termination of the Agreement, be delivered by, as applicable, federal wire
transfer or nationally recognized overnight courier service as follows:

[Describe escrowed property or funds amount to be delivered]:

To [Designate Party], at: [insert fed wire instructions or physical address for overnight courier

delivery].
Very truly yours,
JOHNS HOPKINS BAYVIEW MEDICAL MID-ATLANTIC HEALTH CARE
CENTER, INC. ACQUISITIONS, LLC
By: By:
Name: Name:
Title: Title:

' Date should be not fewer than 2 Business Days after the date of this Notice.



ANNEX 1
FORM OF DISBURSEMENT REQUEST

[Date]

Bank of America, National Association
Global Custody and Agency Services
135 S. LaSalle Street
1L4-135-05-07
Chicago, Illinois 60603
Attention: Arlene Kaminski

DISBURSEMENT REQUEST

Ladies and Gentlemen:

We refer you to that certain Escrow Agreement (the “Agreement”), dated as of September
2014, among Johns Hopkins Bayview Medical Center, Inc., Mid-Atlantic Health Care Acquisitions,
LLC, and Bank of America, National Association, as Escrow Agent. Capitalized terms used but not
defined in this letter shall have the meanings given them in the Agreement.

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

(i) [the amount to be disbursed],
(ii) [the date of disbursement],
(iii) [the recipient of the disbursement, and]

(iv) [the manner of disbursement and delivery instructions (including wiring instructions if
applicable.]

Very truly yours,
JOHNS HOPKINS BAYVIEW MEDICAL MID-ATLANTIC HEALTH CARE
CENTER, INC. ACQUISITIONS, LLC
By: By:
Name: Name:

Title: Title:
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If you want to go home,
- there may be a way!

I wish I could get the
" help I need in'my oyn

HOIDOR L
LINCPS
_ Get long term services and

supports in the community!




State Government

Maryland Department of Disabilities 800-637-4113

Maryland Department of Health and Mental Hygiene

Community First Choice/Community Options Waiver | 877-463-3464 or 410-767-1139

MFP Nursing Facility Transition Program 410-767-7242 (MFP)

Maryland Department on Aging 1-800-AGE-DIAL (1-800243-3425)

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

et ' Southern MD 301-362-5100
B Eastern Shore 410-572-5920 -
Advocacy

Independence Now (PG & Montgomery Counties) 301-277-2839

Southern MD CIL (Calvert, Chatles, 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) 4]10-982-6311

Accessible Resources for Independence (Howard & Anne | 410-636-2274
Arundel Counties)

Brain Injury Association of Maryland
Maryland Statewide Independent Living Council 240-638-0074
Mental Health Association of Maryland 443-901-1550

410-448-2924 or 800-221-6443

- Legal Resources

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.mdlab.org www.mdlclaw.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
nursing ho'm: residents anywheie in Maryland. | rights of persons with disabilities in Maryland.

L S S N

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




Long Terin Care Services in the Community

Please sign on the line below to certify that you have received the ont
page information sheet-on long term care services in the community.

B 4 - 35 E
Signature YT
.Print Name

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

All staff taking on-line class yearly.

COURSE DESCRIPTION

This Course is part of the Health and Safety Compliance Training Curriculum. This course
explains the JCAHO age specific expectations. This course will give you a better
understanding of why age-specific characteristics are incorporated into the workplace
scope and responsibilities.

COURSE OBIJECTIVES

At the completion of this course you should be able to:

e Articulate and integrate JCAHO age-specific expectations into the planning,
implementation, continuation and evaluation of care.

o Understand why we incorporate age-specific characteristics into our workplace scope
and responsibilities

OUTLINE

e JCAHCO Standards
e Age Specific Care
e Pediatric Care

e Adolescent Care

e Geriatric Care
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T
"| UNIVERSITYof MARYLAND
Ul MEDICAL SYSTEM

University of Maryland Medical System
Proposal to the Health Services Cost Review Commission:
Risk Construct for the Management of Medicare FFS Total Cost of Care
in Partnership with Mid-Atlantic Health Care

The purpose of this letter is to outline a proposal on behalf of two of its member hospitals,
University of Maryland Medical Center (“UMMC”) and UMMC Midtown Campus (“UMMC
Midtown”), to take on risk for Medicare FFS Total Cost of Care for its patients that are discharged
to Mid-Atlantic Health Care’s (“MAHC”) proposed new Skilled Nursing Facility. UMMS
proposes a three-year pilot of this program, to be effective immediately upon opening of the new
MAHC building.

Mid-Atlantic Health Care has submitted a Certificate of Need (“CON”) application to the
Maryland Health Care Commission, (“MHCC” or the “Commission”) for an 80-bed nursing home
at 300 West Fayette Street in downtown West Baltimore. University of Maryland Medical System
(“UMMS”) is interested in partnering with MAHC to control Medicare FFS TCOC on all patients
discharged from University of Maryland Medical Center and UMMC Midtown Campus to
MAHC’s proposed new facility, Baltimore Nursing and Rehabilitation (“BNR”), d/b/a “Restore
Health.”

UMMC and UMMC Midtown (“the Hospitals™), two acute care hospitals in Baltimore City, are
part of the University of Maryland Medical System, a nonprofit corporation committed to the triple
aim of health care and the continuation of the Maryland Demonstration Model. As the state looks
to progress to Phase II of the Demonstration Model, UMMS recognizes the importance of provider
collaboration for managing the growth in Medicare FFS TCOC. While currently incented under
the Global Budget Revenue (“GBR”) construct to reduce avoidable hospital utilization and provide
high quality, cost efficient care, UMMS sees the opportunity for managing costs along the entire
care spectrum by aligning incentives with post-acute providers.

Restore Health will be located within close proximity to UMMC and UMMC Midtown and will
feature facilities for the care and rehabilitation of post-acute patients, particularly medically
complex patients and those currently experiencing long discharge delays. As such, UMMS
anticipates that its patients requiring skilled nursing care following discharge will consider Restore
Health when selecting a post-acute provider. Since SNFs are paid on a fee-for-service (“FFS”)
basis, UMMS and BNR operate under opposing financial incentives. Recognizing that hospitals
will be expected to take responsibility for TCOC under Phase II of the Demonstration Model,
UMMS views a partnership with MAHC as an effective vehicle through which both parties can
address TCOC of the shared population through a set of mutually beneficial incentives:



Proposal
UMMS/HSCRC/Mid-Atlantic Health Care
Page 2

Incentive Feedback Loop

N

( U and UMM dto Mid-Atlantic HealthCare \

Opportunity to reduce readmissions through » Leader in innovative care modeis
enhanced care coordination

* Potential waiver of federal 3-day hospital stay

* Opportunity to reduce unnecessary admissions requirement for SNF reimbursement
through waiver of federal 3-day hospital stay
requirement for SNF reimbursement + Ability to manage higher acuity patients with the help

of hospital resources
* Better total cost of care performance through care

management * Improved quality scores
* Easier and faster placement of complex/chronic + Status as a preferred provider for UMMC, UMMC
\patuents into SNFs Midtown /

G

UMMS proposes to participate in the HSCRC’s proposed Bundled Payments for Care Initiative in
Maryland (“BPCIM”), wherein UMMC and UMMS Midtown will act as the Conveners, and
Restore Health will be a Non-Convener Participating Care Partner. This BPCIM construct is
modelled on CMS’s Bundled Payments for Care Initiative Advanced (“BPCI-A”), wherein the
episode of care will include post-acute care at BNR, as well as all related post-acute services during
the 90 days after hospital discharge from UMMC or UMMC Midtown. An episode will be
triggered by a Medicare beneficiary’s acute care hospital stay and begin at the initiation of post-
acute care services starting on the day of discharge from hospital. UMMS and BNR will work
together to select high volume episodes from the list of 29 qualifying inpatient episodes offered.
BNR commits to ensuring that at least 80% of its cases are included in a BCPIM arrangement,
annually. Due to issues with price distortions related to the fixed-cap nature of the GBR, hospital
costs are excluded from this model. However, recognizing the relationship between post-acute
care and hospital readmissions, BNR recognizes that it may be held responsible for a portion of
readmission costs in each episode.

UMMS commits to the requirements of the Care Redesign Participation (“CRP”) Agreement,
including the implementation of BPCIM interventions, the collection and reporting of all requisite
quality measures, and the use of Certified EHR Technology (“CEHRT”).



Proposal
UMMS/HSCRC/Mid-Atlantic Health Care
Page 3

As a Care Partner, BNR commits to the 3% Target Price discount to the Benchmark Price, which
will produce immediate savings to Medicare. In addition, in the event that the actual Medicare
FFS expenditures exceed the Target price, BNR will be responsible for the excess Medicare

expenditures.

When the state develops a participation agreement directly with Medicare for non-hospital
providers, excess expenditures can be collected from BNR or its successor organization. Until such
time, the excess expenditures will be adjusted through UMMS’s MPA efficiency adjustment and
BNR will reimburse UMMS. In the event that actual Medicare FIS expenditures are lower than
the Target Price, UMMS will receive a reward payment through the MPA efficiency adjustment.
Any incentive payments between UMMS and BNR will be worked out in a separate sub-
agreement, with the details provided to the HSCRC in Section 5 of the CRP Agreement.

BCPIM Flow of Funds

HSCRC has authority
under the CMS-approved
All-Payer Model Agreement to
regulate hospital rates. Under
the Care Redesign Program, CMS
allows HSCRC to administer

Post-Acute providers are
reimbursed by CMSon a Fee-
for-Service (FFS) basis. (Per
diem PPS for SNFs coveringall
costs related to services
provided to beneflciaries of

BPCIM. the Medicare Part A
program).
.
90-Day Post-Acute Episode

Savi side

If aggregate expendituresonall

Dis-Savings (Downside)

If aggregate expendituresonall
episodes exceed the Target
price, the post-acute Care
Partner must pay the
difference back to CMS.
(Target Price is established as
the Benchmark price lessa 3%
discountto Medicare). Inthe
short term, the dissavings
would be settled with Medicare
through an HSCRC adjustment
to UMMS's MPA and BNR
would need to repay UMMS for

the overage amount. )

episodes exceed the TargetPrice,
HSCRC rewards the hospital through
MPA Efficiency Adjustment.

Care Partner:
Post-Acute
Provider

E

-
-
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Optionalincentive paymentto Care Partners from the BPCIM Incentive
Payment Pool. The Incentive Poolis based on reductions in statewide
Readmissions for Medicare FFS beneficiaries and apportioned to participating
hospitals based on market share of statewide Medicare FFS payments.
Hospitals decide on a Shared Savings percentage that is applied to the portion
of the BCPIM payment attributable to the Care Partner's episode(s).
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Given this bundle arrangement, UMMS anticipates that patients in this Arrangement will
experience superior cost and quality performance compared to patients not included in an episode-
based payment system. This enhanced performance will contribute to further reducing Medicare
FFS TCOC in West Baitimore City. Further, UMMS will be subject to the Medicare Performance
Adjustor (“MPA”), placing it at risk for Medicare FFS TCOC in this region beyond what it is
committing to in this Agreement.

Further, BNR recognizes the potential for its new facility to generate incremental use rate growth
for SNF services. While participation in the BPCIM construct will limit costs on a per episode
basis, it is possible that an increase in SNF stays in the area could generate unanticipated growth
in the Total Cost of Care for the area. To avoid any concerns regarding growth in costs related to
SNF use rate growth, UMMS and BNR commit to monitoring how the use of the new BNR facility,
including backfill in other area facilities, contributes to the growth of total Medicare FFS or
Medicaid utilization and cost on an aggregate basis in the zip codes that constitute the
UMMS/BNR combined primary service area. This will include comparison of changes in SNF
days and cost per Medicare beneficiary in the identified zip codes to Maryland and national
benchmarks. Changes in Medicaid SNF days will also be measured and evaluated in the service
area, including changes to competitor facilities.

In the event that growth in the TCOC for this area exceeds a benchmark established by the HSCRC
in collaboration with UMMS, UMMS and BNR are amenable to working with the HSCRC, the
State, and/or Medicaid on a corrective action plan to bring cost and utilization growth back below
the benchmark. Upon documentation of excess growth, the HSCRC or State may provide a notice
of required corrective action plan. Upon receipt of such notice, UMMS and BNR wili have 45
days to submit a corrective action plan. If excess cost is not eliminated within 365 days, HSCRC
may utilize the MPA to collect excess growth from UMMS. UMMS can then collect excess
growth from BNR.

Recognizing the potential increase to Medicare FFS TCOC associated with a new SNF in its
service area, UMMS seeks approval from the HSCRC for this proposal as an innovative way to
facilitate new partnerships across providers while controlling the rise of non-hospital costs to its
patients. As such, UMMS hopes that including the new MAHC facility in its preferred provider
network will incent MAHC to work with UMMS on the management of its shared patients,
improving health outcomes, reducing readmissions and targeting appropriate length of stay in both
the hospital and SNF setting

There is a clear opportunity to focus on reducing Medicare FFS TCOC growth in this area as the
state moves to Phase II of the Demonstration Model. UMMS and Restore Health, two key players
in this market, seek to collaborate under this unique risk agreement to control costs for this area.
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UMMS/TISCRC/Mid-Atlantic 1lealth Care
Page 5

With MPA structures already in place, UMMS can etficiently apply its existing population health
and care management strategies to this population; incentive alignment with Restore Health under
this risk agreement will augment UMMS’s efforts to manage costs for this population:

In addition to approval of this risk construct, UMMS seeks to work with the HSCRC and CRISP
on optimizing available TCOC claims data for purposes of monitoring these patients in real time,
tracking performance on TCOC and quality metrics for this patient subset, and calculating rewards
and penalties.

The University of Maryland Medical System appreciates the opportunity to propose this risk
construct on behalf of University of Maryland Medical Center and UMMC Midtown Campus and
looks forward to working with HSCRC staff on this innovative risk construct.

Signaturer- " - LR Date:

—d—

g Henry J. Franey, MBA
Executive Vice President & Chief Financial Officer
University of Maryland Medical System

e S48 e S13/7%

Scott Rifkin, MD
Chairman
Mid-Atlantic Health Care
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Average Annual Bed Occupancy Rate and Average Annual Licensed
Nursing Home Bed Capacity by Jurisdiction and Region:

Maryland, Fiscal Years 2014 — 2016

Average Annual Bed Average
Region Jurisdiction Occupancy Annual
Rate (%)* Bed
Capacity
*
FY FY FY FY FY FY
2014 2015 2016 2014 2015 | 2016
Western Maryland 91.0 89.7 87.9 4,315 4,329 4,362
Allegany 88.8 88.8 86.8 904 903 907
Carroll 91.2 88.7 87.1 921 921 921
Frederick 90.1 89.1 88.6 1,062 1,064 1,080
Garrett 93.4 95.7 89.8 313 309 316
Washington 92.9 90.3 88.1 1,114 1,133 1,138
Montgomery Montgomery 87.3 87.1 87.0 4,527 4,506 4,456
County
Southern 92.6 914 91.6 4,060 4,137 4,020
Maryland
Calvert 85.4 92.0 83.4 302 302 302
Charles 93.5 88.1 91.5 418 482 489
Prince 93.3 91.6 92.2 2,775 2,790 2,666
George’s
St Mary’s 92.0 92.8 92.9 565 563 563
Central Maryland 89.9 89.9 89.8| 12,196 | 12,237 12,053
Anne Arundel 86.3 88.6 89.7 1,751 1,758 1,760
Baltimore City 91.2 90.5 90.3 3,724 3,749 3,643
Baltimore 89.7 89.9 89.2 5,397 5,393 5,315
County
Harford 92.9 91.4 91.2 770 769 769
Howard 89.7 89.1 89.6 553 568 566
Eastern Shore 86.5 83.4 83.8 2,572 2,605 2,552
Caroline 92.0 82.2 85.4 187 187 187
Cecll 84.0 78.6 81.7 429 454 454
Dorchester 87.6 86.7 87.3 242 240 240
Kent 75.7 80.0 80.4 228 228 228
Queen Anne’s 93.7 88.7 82.3 110 120 120




Somerset 91.6 86.4 88.6 211 211 211
Talbot 90.2 89.7 86.6 260 260 260
Wicomico 84.9 80.6 82.0 607 613 550
Worcester 88.3 87.6 83.5 297 292 302
Maryland Total 89.7 89.0 88.7| 27,669| 27,814 | 27,443

* Average Annual Bed Occupancy Rate is the ratio of total nursing home patient days to total available licensed
nursing home bed days, which

excludes temporarily delicensed beds
** Average Annual Bed Capacity is calculated by dividing the total available nursing home bed days in each year

by 365 days in FY 2014 and FY 2015 and by 366 days in the FY 2016 leap year.

Source: Maryland Health Care Commission, 2016 Long Term Care Survey, 2016 Nursing Home Bed Inventory
Records; Maryland Medical Assistance Program, unaudited 2016 cost reports.

Note: Charlotte Hall (St. Mary’s) utilization and bed capacity is included in all years.

Published in Maryland Register, Volume 45, Issue 16, August 3, 2018
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1 Executive Summary

The purpose of this document is to describe the policies for waivers of the Skilled
Nursing Facility (SNF) 3-Day Rule under the Shared Savings Program and the
Medicare ACO Track 1+ Model. Specifically, this document provides background on the
SNF 3-Day Rule, waiver-eligibility criteria for ACOs and SNF affiliates, as well as
information on how to apply for a SNF 3-Day Rule Waiver.

Under the Shared Savings Program, the Centers for Medicare & Medicaid Services
(CMS) enters into a participation agreement with each participating Accountable Care
Organization (ACO). CMS will reward eligible ACOs when they lower growth in
Medicare Parts A and B fee-for-service (FFS) costs (relative to their ACO-specific
benchmark) if, at the same time, they meet performance standards on quality of care.

The SNF 3-Day Rule Waiver waives the requirement for a 3-day inpatient hospital stay
prior to a Medicare-covered, post-hospital, extended-care service for eligible
beneficiaries (see Section 4.2 below). Only Shared Savings Program ACOs that are
currently participating in, or applying to, certain Shared Savings Program performance-
based risk tracks have the opportunity to apply for a waiver of the SNF 3-Day Rule, and
they must apply separately for the waiver during the annual application process as
described in Section 3.3 below.

To apply for a SNF 3-Day Rule Waiver, ACOs must:
= Meet specific eligibility criteria;

=  Submit a SNF Affiliate List;

=  Submit sample SNF Affiliate Agreement(s);

= Complete the SNF Affiliate Agreement table in the ACO Management System (ACO-
MS);

= Submit an executed SNF Affiliate Agreement for each proposed SNF affiliate; and

=  Submit a communication plan, beneficiary evaluation and admission plan, and a
care management plan.

2 Background

This document is subject to periodic change. Any substantive changes to this document
are noted in the revision history.

2.1 STATUTORY & REGULATORY BACKGROUND

An ACO is composed of groups of doctors, hospitals, and other health care providers
that come together voluntarily to give coordinated, high-quality care to their Medicare
FFS beneficiaries. The Shared Savings Program rewards ACOs that improve the quality
and cost efficiency of health care. The authority for the Shared Savings Program is in
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Section 1899 of the Social Security Act (the Act), which was added by the Patient
Protection and Affordable Care Act, as amended by the Health Care and Education
Reconciliation Act of 2010. CMS has published four final rules regulating the Shared
Savings Program. The first final rule was published in November 2011, the second was
published in June 2015, the third was published in June 2016, and the fourth was
published in December 2018. Additionally, CMS has addressed certain issues related to
the Shared Savings Program in the annual Physician Fee Schedule (PFS) rulemaking.

The June 2015 Final Rule established the requirements for waiving the SNF 3-day rule
under the Shared Savings Program in 42 CFR § 425.612 of the Shared Savings
Program regulations (80 FR 32800). Through the Calendar Year (CY) 2017 PFS Final
Rule, CMS finalized additional beneficiary protections related to use of the SNF 3-Day
Rule Waiver (81 FR 80510). In the CY 2018 PFS final rule, CMS made further changes
to streamline the SNF 3-Day Rule Waiver application requirements by removing certain
documentation requirements, with a goal of reducing burden for applicants.” In the
December 2018 final rule, CMS expanded access to the program’s existing SNF 3-Day
Rule Waiver for ACOs under performance-based risk by allowing ACOs with preliminary
prospective assignment, as well as allowing hospitals or CAHs under a swing bed
agreement to be eligible to partner with ACOs as SNF affiliates. The complete Shared
Savings Program regulations can be found in the Code of Federal Regulations at 42
CFR part 425. Additionally, the Electronic Code of Federal Requlations website is a
useful resource for viewing the program regulations.

3 SNF 3-Day Rule Waiver Overview

The SNF 3-Day Rule Waiver waives the requirement for a 3-day inpatient hospital stay
prior to a Medicare-covered, post-hospital, extended-care service for eligible
beneficiaries (see Section 4.2 below).

3.1 BACKGROUND ON THE SNF 3-DAY RULE

Section 1819(a) of the Act defines a SNF, in part, as an institution (or a distinct part of
an institution) that is not primarily for the care and treatment of mental diseases but is
primarily engaged in providing the following to residents:

= Skilled nursing care and related services for residents who require medical or
nursing care.

= Skilled rehabilitation services for the rehabilitation of injured, disabled, or sick
persons.

The Medicare SNF benefit applies to beneficiaries who require a short-term intensive
stay in a SNF and skilled nursing and/or skilled rehabilitation care. Pursuant to section
1861(i) of the Act, beneficiaries must have a prior inpatient hospital stay of no fewer

" Medicare Shared Savings Program: Accountable Care Organizations, 82 FR 53271 — 53222, 53371 (Nov. 15, 2017)
(Amending 42 CFR § 425.612 by removing paragraphs (a)(1)(i)(A)(4) and (a)(1)(i)(C)).
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than three consecutive days to be eligible for Medicare coverage of inpatient SNF care.
This requirement is referred to as the SNF 3-Day Rule.

3.2 OVERVIEW OF THE SNF 3-DAY RULE WAIVER

Section 1899(f) of the Act permits the Secretary to waive certain payment or other
program requirements as may be necessary to carry out the Shared Savings Program.
To support ACOs’ efforts to increase quality and decrease costs, CMS finalized a
waiver of the SNF 3-Day Rule for eligible ACOs patrticipating in certain performance-
based risk initiatives of the Shared Savings Program (§ 425.612). Specifically, CMS has
used the authority under section 1899(f) to waive section 1861(i) of the Act to allow
coverage of certain SNF services that are not preceded by a qualifying 3-day inpatient
hospital stay for eligible beneficiaries who are prospectively or preliminarily
prospectively assigned to an ACO participating in Levels C, D, or E of the BASIC track,
or the ENHANCED track (formerly known as Track 3) of the Shared Savings Program.
Similarly, CMS has used the waiver authority under section 1115A(d)(1) of the Act to
waive section 1861(i) of the Act for the Track 1+ Model, consistent with the SNF 3-Day
Rule Waiver under 42 CFR § 425.612.

Eligible ACOs may apply for the use of a SNF 3-Day Rule Waiver during their
agreement period or at the time of application to participate in the program. ACOs,
including those applying for a waiver during the term of an existing participation
agreement, must follow the annual application process as described in Section 3.3
below. For PY 2019, SNF 3-Day Rule Waivers are effective beginning July 1 following
approval of a SNF 3-Day Rule Waiver Application. Applications for a SNF 3-Day Rule
Waiver in subsequent years will have an effective date of January 1 of the performance
year following approval. Once approved, an ACO will maintain its SNF 3-Day Rule
Waiver for the remainder of its current participation agreement, unless CMS determines
it is necessary to revoke the ACQO’s waiver as provided in § 425.612(d)(3) or under the
terms of the Track 1+ Model. If CMS or the ACO terminates the ACO’s participation
agreement, the waiver ends on the date specified by CMS in the termination notice or
on the effective date of termination, as specified in the ACO’s advance written notice to
CMS required under § 425.220.

It is important to note that a SNF 3-Day Rule Waiver does not create a new benefit or
extend Medicare SNF coverage to patients who could be treated in outpatient settings
or who require long-term custodial care. The waiver is intended to provide ACOs that
are participating in certain performance-based risk tracks with additional flexibility to
increase quality and decrease costs. The SNF benefit itself remains unchanged. The
SNF 3-Day Rule Waiver is only applicable for services furnished in SNFs that meet the
eligibility requirements in § 425.612, discussed below in Section 4.

The SNF 3-Day Rule Waiver does not restrict a beneficiary’s choice of provider or
supplier. A beneficiary continues to have the option to seek care from any Medicare
FFS provider or supplier, including from a SNF or other facility that is not an affiliate of
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an ACO that is participating in the Shared Savings Program. In such circumstances,
normal Medicare requirements apply, including the requirement for a 3-day, inpatient
hospitalization.

3.3 APPLYING FOR A SNF 3-DAY RULE WAIVER
Necessary steps to apply for a SNF 3-Day Rule Waiver include:

= Submita Noticg of Intent to Apply (NOIA) for a SNF ADDITIONAL RESOURCES
3-Day Rule Waiver.

= Application Toolkit webpage

=  Submit a SNF 3-Day Rule Waiver Application.
. o ) » Application Types & Timeline
The SNF 3-Day Rule Waiver Application requires the webpage

ACO to provide sufficient information to demonstrate

that the ACO has the capacity to identify and manage

beneficiaries who, under the waiver, would be either directly admitted to a SNF or
admitted to a SNF after an inpatient hospitalization of fewer than 3 days.

Applicants must submit their applications through ACO-MS in accordance with the
guidance provided on the Application Toolkit webpage. The Shared Savings Program
Application Types & Timeline webpage contains an up-to-date list of all applicable
deadlines. Additionally, refer to this webpage to find the latest information concerning
the Shared Savings Program application process.

During the application process, ACOs receive multiple request for information (RFI)
notifications summarizing CMS’ review of submitted application information. ACOs
should carefully review the RFls sent by CMS because they only have a few
opportunities to correct deficiencies identified in the submitted application information.
Please note that while the application cycle deadlines are subject to change, CMS will
not accept late submissions.

4 SNF 3-Day Rule Waiver Eligibility

Beneficiaries, SNFs, and ACOs must meet the eligibility requirements specified in
§ 425.612 for Medicare to make payment for services provided pursuant to a SNF 3-
Day Rule Waiver.

41 ACO ELIGIBILITY FOR THE SNF 3-DAY RULE WAIVER

To be eligible to apply for the SNF 3-Day Rule Waiver, an ACO must be applying to
participate in the Medicare Shared Savings Program Levels C, D, or E of the BASIC
track or the ENHANCED track. Additionally, existing Shared Savings Program ACOs
currently in the ENHANCED track (formerly known as Track 3) or the Medicare ACO
Track 1+ Model are eligible to apply. ACOs applying to Levels A and B (one-sided
model) of the BASIC track are not eligible to apply for the SNF 3-Day Rule Waiver.
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4.2 BENEFICIARY ELIGIBILITY FOR THE SNF 3-DAY RULE
WAIVER

To be eligible to receive covered SNF services under the waiver, a beneficiary must
appear on an eligible Assignment List Report:

= For an ACO that has selected preliminary prospective assignment with retrospective
reconciliation, the beneficiary must appear on the list of preliminarily prospectively
assigned beneficiaries at the beginning of the performance year or on the first,
second, or third quarterly preliminary prospective assignment list for the
performance year in which they are admitted to the eligible SNF (referred to as a
SNF affiliate, described in Section 5);

= For an ACO that has selected prospective assignment under § 425.400(a)(3), the
beneficiary must be prospectively assigned to the ACO for the performance year in
which he or she is admitted to the eligible SNF.

Additionally, beneficiaries must meet the following requirements:

= Not reside in a SNF or other long-term care setting;

= Be medically stable;

= Not require inpatient or further inpatient hospital evaluation or treatment;
= Have certain and confirmed diagnoses;

= Have an identified skilled nursing or rehabilitation need that he/she cannot receive
as an outpatient; and

= Have been evaluated and approved for admission to the SNF within 3 days prior to
the SNF admission by an ACO provider/supplier that is a physician, consistent with
the ACO's beneficiary evaluation and admission plan.

As described in the December 2018 Final Rule, consistent with the approach taken
under the Pioneer ACO Model and Next Generation ACO Model, CMS does not
consider independent or assisted living facilities to be long-term care settings for
purposes of determining a beneficiary’s eligibility to receive SNF services pursuant to
the SNF 3-Day Rule Waiver. Additionally, concerning the requirement that a beneficiary
has been evaluated by an ACO provider/supplier that is a physician, this criterion does
not preclude review and approval by an ACO provider/supplier that is a physician
overseeing an evaluation conducted by another provider/supplier that is involved in the
beneficiary’s care. That provider can be a nurse practitioner, a physician assistant, or a
clinical nurse specialist who has directly evaluated the beneficiary and has found that
the beneficiary requires admission to a SNF.
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Prospectively Assigned Beneficiaries

ACOs will receive a prospective assignment list from CMS at the start of each
performance year. On a quarterly basis, ACOs under the prospective assignment
methodology receive a list of beneficiaries whom CMS has removed from the ACO’s
prospective assignment list as a result of meeting select assignment exclusion criteria.
To learn more about the assignment methodologies, refer to the current version of the
Shared Savings and Losses and Assignment Methodology Specifications available on
the CMS website.

During the performance year, a beneficiary loses his or her eligibility to receive covered
SNF services under the waiver if he or she appears on a quarterly report excluding the
beneficiary from the ACO'’s original prospective assignment list, unless the 90-day grace
period applies (refer to Section 4.4 below). The beneficiaries who remain on the ACO’s
prospective assignment list continue to be eligible to receive covered SNF services
under the applicable SNF 3-Day Rule Waiver. ACOs should notify their SNF affiliates of
changes to beneficiary eligibility in a timely manner to comply with the waiver
requirements. ACOs should refer to the Assignment List Report and Assignment
Summary Report User’s Guide, located on the SSP ACQO Portal, for more information on
the prospective assignment lists and quarterly exclusion reports.

Preliminarily Prospectively Assigned Beneficiaries

ACOs will receive a preliminary prospective assignment list from CMS at the start of
each performance year. On a quarterly basis, ACOs under the preliminary prospective
with retrospective reconciliation assignment methodology receive a new list of
beneficiaries whom CMS has preliminarily prospectively assigned to the ACO for the
quarter. To learn more about the assignment methodologies, refer to the current version
of the Shared Savings and Losses and Assignment Methodology Specifications
available on the CMS website.

The SNF 3-Day Rule Waiver is available for all beneficiaries who have been identified
as preliminarily prospectively assigned to the ACO on the initial performance year
assignment list or on one or more assignment lists for quarters 1, 2, and 3 of the
performance year, for SNF services provided after the beneficiary first appeared on one
of the assignment lists for the applicable performance year. The beneficiary remains
eligible to receive SNF services furnished in accordance with the waiver unless he or
she is no longer eligible for assignment to the ACO because he or she is no longer
enrolled in both Part A and Part B or has enrolled in a Medicare group health plan.

4.3 SNF ELIGIBILITY FOR THE SNF 3-DAY RULE WAIVER

ACOs must provide CMS with a list of SNFs (referred to as SNF affiliates) with which
the ACO will partner along with executed written SNF Affiliate Agreements between the
ACO and each listed SNF affiliate (refer to Section 5). SNF affiliates that are eligible to
be included in the CMS Five-Star Quality Rating System must have and maintain an
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overall rating of three stars or higher. Beginning July 1, 2019, hospitals and CAHs
operating under swing bed agreements are eligible to partner with ACOs as SNF
affiliates. Hospitals and CAHs operating under swing bed agreements are not required
to have or maintain a rating on the CMS Five-Star Quality Rating System. The SNFs
included on the ACO’s list (referred to as the “SNF Affiliate List”) undergo a program
integrity review and CMS reviews the SNF Affiliate Agreements for compliance with the
SNF 3-Day Rule Waiver requirements in § 425.612. ACOs submit the SNF Affiliate List
and the SNF Affiliate Agreements through ACO-MS.

4.4 BENEFICIARY PROTECTIONS AND 90-DAY GRACE
PERIOD

CMS determined that additional protections were necessary for beneficiaries receiving
services under a SNF 3-Day Rule Waiver and has included the following beneficiary
protections.

90-day grace period

CMS modified § 425.612(a)(1) to include a 90-day grace period that will permit payment
for SNF services provided without a qualifying inpatient stay to certain beneficiaries who
were initially included on the ACQO’s prospective assignment list for a performance year
but who were subsequently excluded during the performance year, if such services
would otherwise be covered under the SNF 3-Day Rule Waiver. This allows SNF
waiver-approved ACOs and SNF affiliates a grace period to update their systems to
account for beneficiaries who were previously eligible to receive services under a SNF
3-Day Rule Waiver but were excluded from assignment to the ACO in the most recent
quarterly update to the ACQO’s prospective assignment list. The 90-day grace period
begins on the date that CMS delivers the quarterly beneficiary exclusion list to an ACO.

Beneficiaries who are preliminarily prospectively assigned to a waiver-approved ACO
remain eligible to receive services furnished in accordance with the SNF 3-Day Rule
Waiver for the remainder of that performance year unless they enroll in a Medicare
group health plan or are otherwise no longer enrolled in Part A and Part B; therefore,
these beneficiaries do not require a grace period.

ACOs should educate SNF affiliates and ACO providers/suppliers about the 90-day
grace period. ACOs are expected to communicate information contained in the
assignment list and quarterly exclusion reports in a timely and accurate manner to their
SNF affiliates and ACO providers/suppliers that rely on this information during their
evaluation of a beneficiary for admission under a SNF 3-Day Rule Waiver.
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No payment to a SNF affiliate where the beneficiary is not prospectively assigned
to the ACO and any 90-day grace period that has lapsed

In the event that a SNF affiliate of an ACO that has been approved for the SNF 3-Day
Rule Waiver admits an FFS beneficiary who was never prospectively or preliminarily
prospectively assigned to the ACO (or was prospectively assigned but was later
excluded and the 90-day grace period has lapsed), and the claim is rejected only for
lack of a qualifying inpatient hospital stay, CMS will make no payment to the SNF, and
the SNF may not charge the beneficiary for the non-covered SNF services and must
return to the beneficiary any monies collected for such services. In this circumstance,
the SNF affiliate will be prohibited from charging a beneficiary for non-covered SNF
services, even in cases where the beneficiary explicitly requested or agreed to being
admitted to the SNF in the absence of a qualifying 3-day inpatient hospital stay, if all
other requirements for coverage are met.

5 SNF Affiliate List

An ACO must notify CMS of changes to its SNF Affiliate List in the form and manner
specified by CMS.

5.1 SNF AFFILIATE LIST REQUIREMENTS

The SNF Affiliate List must include the proposed SNF affiliate’s legal business name
(LBN), taxpayer identification number (TIN), CMS Certification Number (CCN), and
CCN LBN for each SNF, and/or hospital or CAH operating under a swing bed
agreement, that wishes to partner with the ACO for purposes of the SNF 3-Day Rule
Waiver. Each proposed SNF affiliate must be Medicare-enrolled and have signed a
valid SNF Affiliate Agreement with the ACO that meets the requirements in § 425.612.
Additionally, for ACOs eligible to be included in the CMS Five-Star Quality Rating
System, the SNF affiliate must have an overall quality rating of three or more stars. If a
SNF, or hospital or CAH operating under a swing bed agreement, does not meet all of
these requirements, CMS will reject the ACQO’s request to include the facility on its SNF
Affiliate List.

ACOs are responsible for ensuring their SNF Affiliate Lists are accurate and include
only eligible SNF affiliates that have executed valid SNF Affiliate Agreements to partner
with the ACO. After CMS approves a SNF 3-Day Rule Waiver Application, the ACO:

= Must maintain, update, and annually provide the list of SNF affiliates to CMS using
ACO-MS at the beginning of each performance year and at other times as specified
by CMS;

= Must certify the accuracy of the SNF Affiliate List prior to the start of each
performance year and at other times as specified by CMS; and

Medicare Shared Savings Program | SNF 3-Day Rule Waiver Guidance 8



MEDICARE
CM SHARED SAVINGS
contemsron sevicas s aecs | L ROGRAM

= May add or remove SNF affiliates during the term of the Shared Savings Program
ACO Participation Agreement.?

SNF affiliates are not required to be ACO participants or ACO providers/suppliers. SNF
affiliates may partner with more than one Shared Savings Program ACO. In addition,
SNF affiliates that are not ACO participants or ACO providers/suppliers may partner
with entities participating in other shared savings initiatives. Note that SNF affiliates that
are ACO participants or ACO providers/suppliers do not automatically qualify to offer
services under the applicable SNF 3-Day Rule Waiver. A SNF, or hospital or CAH
operating under a swing bed agreement, must appear on the certified SNF Affiliate List
and have entered the required SNF Affiliate Agreement with the ACO, as well as meet
all other applicable requirements, in order to be eligible for payment for services
provided under the SNF 3-Day Rule Waiver.

CMS encourages ACOs to validate the proposed SNF affiliate TINs and CCNs by
submitting them through ACO-MS. To ensure the SNF 3-Day Rule Waiver is applied
and claims are processed correctly, the correct TIN and CCN must appear in the
Provider Enrollment, Chain, and Ownership System (PECOS) and CMS claims data. If
a SNF, or hospital or CAH operating under a swing bed agreement, using a CCN that
does not appear on the SNF Affiliate List admits a beneficiary without a qualifying 3-day
inpatient stay, CMS will reject the claim.

CMS also encourages ACOs and SNF affiliates to discuss any changes to the SNF
affiliates’ TINs and/or CCNs that appear on the certified SNF Affiliate List. If a SNF
affiliate’s TIN and/or CCN changes (e.g., digits change) during a performance year, the
ACO must report the changes to CMS through ACO-MS. Such changes will result in the
SNF affiliate no longer being eligible to use the SNF 3-Day Rule Waiver, because an
entity that changes its TIN and/or CCN is considered a new SNF affiliate. Any new SNF
affiliate needs to be evaluated and approved by CMS before being eligible, in the
upcoming performance year, to use a SNF 3-Day Rule Waiver. Any new SNF affiliate
(TIN and/or CCN) is subject to the SNF Affiliate List review cycle described below.

5.1.1 SNF AFFILIATE LIST REVIEW CYCLE

ACOs already approved for a SNF 3-Day Rule Waiver may make changes, referred to
as “change requests,” to their SNF Affiliate Lists annually for the upcoming performance
year during established review cycles. These review cycles coincide with the Shared
Savings Program application review cycles. Allowable changes include adding, deleting,
or modifying SNF affiliates on the SNF Affiliate List. These review cycles enable ACOs
to receive CMS feedback and provide an opportunity for the ACO to correct any issues
that may be identified in advance of the upcoming performance year.

2 Any such changes will be reviewed during a CMS review cycle.
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5.1.2 SNF AFFILIATE LIST CHANGE REQUEST PROCESS

ACOs can make changes by submitting change requests in ACO-MS. Change requests
for the SNF Affiliate List must include accurate TINs, CCNs, and SNF Affiliate
Agreements.

SNF Affiliate List Additions

During the performance year, an ACO that has been approved for a SNF 3-Day Rule
Waiver that is in an agreement period and not yet eligible to request renewal may make
changes to its SNF Affiliate List for the upcoming performance year. Change requests to
add SNF affiliates for an upcoming performance year will be reviewed during an
established CMS review cycle. These review cycles include the provision of CMS’
feedback and the opportunity for an ACO to correct certain deficiencies CMS may find
in advance of the upcoming performance year. Though an ACO may request an
addition to its SNF Affiliate List during the change request review cycle for the upcoming
performance year, there are deadlines for submitting change requests for consideration
for the upcoming performance year.

It is important to note that any changes in a digit or digits of a required identifier (TIN or
CCN) are considered to be a new request to add an entity to the SNF Affiliate List and
are not permitted after the deadline. For example, if an ACO submits a change request
to its SNF Affiliate List and a required identifier is submitted incorrectly (e.g., the digits of
the TIN are typed incorrectly), the error can only be corrected by submitting a new
change request. ACOs should ensure that all information submitted for SNF Affiliate List
changes is correct.

SNF Affiliate List Deletions

When a SNF Affiliate Agreement terminates, the ACO must notify CMS within 30 days
of the end of the agreement by deleting the SNF affiliate in ACO-MS. SNF waiver-
approved ACOs may delete SNF affiliates from their SNF Affiliate List at any time during
the performance year. Deletions are made directly in ACO-MS. When a SNF waiver-
approved ACO terminates a SNF affiliate record, ACO-MS will prompt the ACO to enter
the date on which it intends to terminate the SNF Affiliate Agreement. The SNF Affiliate
Agreement end date entered by the ACO will be the date the SNF affiliate is no longer
eligible for payment for services under the waiver. The ACO should alert the former
SNF affiliate that as of the SNF Affiliate Agreement end date it will no longer be a SNF
affiliate under the SNF 3-Day Rule Waiver. Once a SNF Affiliate Agreement is
terminated, CMS will begin denying claims for lack of a 3-day inpatient stay that
formerly would have been covered under the SNF 3-Day Rule Waiver.

5.2 SNF AFFILIATE LIST DATA VALIDATION TOOLS

ACOs can use the following tools to improve the quality of the SNF affiliate data
provided to CMS.
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5.2.1 VERIFYING MEDICARE ENROLLMENT

All SNFs included on an ACO’s SNF Affiliate List must be Medicare-enrolled. CMS
makes available a listing of all Medicare-enrolled providers/suppliers. Using the
Medicare Revalidation Lookup Tool, users can search for a provider/supplier by last
name, first name, organization name, National Provider Identifier (NPI), or download a
list of revalidation due dates. Providers/suppliers that are due for revalidation must
display a revalidation due date; all other providers/suppliers that are not up for
revalidation will display “TBD” (to be determined) in the due date field. The revalidation
due date is posted up to 6 months in advance of the revalidation due date to provide
sufficient notice and time for the provider/supplier to comply. For more information on
provider/supplier revalidation, please visit the Medicare Revalidation webpage or have
the provider/supplier contact its Medicare Administrative Contractor (MAC).

5.2.2 CMS FIVE-STAR QUALITY RATING SYSTEM

Each SNF affiliate eligible for inclusion in the CMS Five-Star Quality Rating System
must maintain an overall rating of three stars or higher. ACOs should check their SNF
affiliates’ star rating on the Nursing Home Compare website before submitting their
proposed SNF Affiliate Lists during the application period. CMS verifies that each
proposed SNF affiliate has at least a three-star rating and will periodically check SNF
affiliates’ ratings during the agreement period. CMS recommends that ACOs integrate a
periodic rating check into their compliance processes.

For ACOs currently approved for the SNF 3-Day Rule Waiver, CMS will periodically
review each SNF affiliate’s star rating. CMS will notify ACOs of SNF affiliates that have
dropped below the required three-star rating. If a SNF affiliate does not have a star
rating of three stars or higher at CMS’ last check during the Annual Certification review
cycle (see above), CMS will request that the ACO remove the SNF affiliate from the
ACO'’s SNF Affiliate List for the upcoming performance year by entering a delete
change request in ACO-MS. If the ACO does not remove the SNF affiliate for the
upcoming performance year, CMS will remove the SNF affiliate.

6 SNF Affiliate Agreements

CMS requires that ACOs execute contractual agreements with each SNF affiliate to
ensure that the ACO clearly articulates the requirements, and the SNF understands and
agrees to comply with the requirements regarding the SNF 3-Day Rule Waiver. An ACO
may not include a SNF on its SNF Affiliate List unless an individual authorized to bind
the SNF affiliate’s Medicare-enrolled TIN has signed a SNF Affiliate Agreement with the
ACO. ACOs must submit sample SNF Affiliate Agreement(s) with their SNF 3-Day Rule
Waiver Applications. The sample SNF Affiliate Agreement(s) must match each
agreement that the ACO executes with a SNF affiliate and must comply with the SNF
Affiliate Agreement requirements. CMS does not provide a “boilerplate” agreement for
ACOs, but instead reviews each sample agreement to ensure that it meets all
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requirements. If CMS identifies deficiencies with a sample agreement, the ACO must
modify the sample agreement and re-execute the conforming agreements with each
proposed SNF affiliate.

All ACOs that are eligible to apply or are currently approved for a SNF 3-Day Rule
Waiver must submit their sample SNF Affiliate Agreements, complete the SNF Affiliate
Agreement table, and submit all executed SNF Affiliate Agreements in ACO-MS. ACOs
that are eligible to apply have the option to submit sample SNF Affiliate Agreement(s)
with their NOIAs. CMS will review and provide feedback on sample agreements
submitted with the NOIA. Although this step is optional, an ACO that submits a sample
agreement(s) with its NOIA can save time and effort, because it may not have to revise
and re-execute agreements later in the application process.

Regardless of when an ACO submits its sample agreements, it must complete the SNF
Affiliate Agreement table in ACO-MS (see Appendix A) to identify where the agreement
requirements for the applicable SNF 3-Day Rule Waiver are met. If an ACO chooses to
submit a sample agreement with its NOIA, it must also complete the SNF Affiliate
Agreement table in ACO-MS at that time.

6.1 SNF AFFILIATE AGREEMENT REQUIREMENTS

The SNF Affiliate Agreement with the ACO includes all SNF affiliates under the
Medicare-enrolled TIN that agree to partner with the ACO for purposes of a SNF 3-Day
Rule Waiver. While the TIN signs the SNF Affiliate Agreement on behalf of the SNF
affiliates, the TIN should notify all providers and suppliers billing through each of the
CCNs on the SNF Affiliate List of the SNF 3-Day Rule Waiver requirements of the
Shared Savings Program and Track 1+ Model, as applicable, before the SNF affiliates
begin to admit beneficiaries under a SNF 3-Day Rule Waiver. CMS will ask ACOs to
revise and re-execute their SNF Affiliate Agreements if they are missing one or more of
the required elements set forth in Appendix A.

Other agreement requirements:
= Expressly state the only parties to the agreement are the ACO and the SNF affiliate.

= Signed on behalf of the ACO and the SNF affiliate by individuals who are authorized
to bind the ACO and the SNF affiliate, respectively. The Medicare-enrolled TIN is
authorized to bind the SNF affiliate CCN(s) billing under the TIN.

= The LBNs of the parties on the SNF Affiliate Agreement must match those provided
in ACO-MS and on the SNF Affiliate List.

= On the signature page (see sample signature page below) of the sample SNF
Affiliate Agreement, include a section to list the SNF affiliate CCN numbers and CCN
LBNs under the Medicare-enrolled TIN, and in each executed SNF Affiliate
Agreement, list the SNF affiliate’s CCN number and CCN LBN for each SNF affiliate
under the Medicare-enrolled TIN that agrees to be a SNF affiliate of the ACO. ACOs
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should also include a statement that the Medicare-enrolled TIN agrees to the terms
and conditions of the SNF Affiliate Agreement on behalf of the CCN of each listed
SNF affiliate.

CMS strongly recommends ACOs include the following information in their sample SNF
Affiliate Agreements and executed SNF Affiliate Agreements to ensure that each SNF
affiliate understands how participating in a SNF 3-Day Rule Waiver may impact them. If
this information is not included in the SNF Affiliate Agreement, ACOs should clearly
discuss the following with each SNF affiliate during the ACO’s SNF 3-Day Rule Waiver
SNF affiliate education and onboarding process before an authorized representative of
the SNF affiliate signs the SNF Affiliate Agreement:

= Training requirements on both the ACO’s beneficiary evaluation and admission plan
and the care management plan for beneficiaries admitted to the SNF affiliate
pursuant to the waiver.

= Express requirement that the ACO is to notify the SNF affiliate when the SNF 3-Day
Rule Waiver has ended.

6.2 EXECUTED SNF AFFILIATE AGREEMENT

REQUIREMENTS

Each executed SNF Affiliate Agreement must match the approved sample SNF Affiliate
Agreement and include a signature page signed by individuals who have the legal
authority to bind the SNF affiliate or ACO. The person signing on behalf of the ACO
must be listed in ACO-MS as either the ACO Executive or Authorized to Sign contact
role. The signature page must reflect information (such as contact information) for both
the ACO and the SNF affiliate and must be consistent with the ACQO’s legal entity name
and SNF affiliate’s LBN listed on the first page of the SNF Affiliate Agreement. The
Shared Savings Program refers to the legal name of the ACO as the “legal entity name”
and the legal name of a SNF affiliate as the “legal business name.” The signature page
must list the SNF affiliate’s CCN and CCN LBN for each SNF affiliate under the
Medicare-enrolled TIN that agrees to be a SNF affiliate of the ACO, and include a
statement that the Medicare-enrolled TIN agrees to the terms and conditions of the SNF
Affiliate Agreement on behalf of the CCN of each listed SNF affiliate.

CMS must receive a copy of each executed SNF Affiliate Agreement (first page and
signature page) that includes either a digital signature (Appendix C) or a wet signature,?
and a signature date, from both the ACO and SNF affiliate. CMS strongly encourages
ACOs to include the information indicated in the format referenced in Appendix B.

Please note, ACOs that choose to include their communication plan, beneficiary
evaluation and admission plan, and care management plan as appendices to their
agreements, or that incorporate them by reference into their agreements, will be
required to amend or update and re-execute their SNF Affiliate Agreements whenever

3 Wet signatures are handwritten signatures (i.e., not stamped).
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any of these plans are revised to ensure that SNF affiliates are aware of all
modifications to these important documents.

7 ACO and SNF Affiliate Communication Plan

As part of the application for a SNF 3-Day Rule Waiver, ACOs that are eligible to apply
must provide a narrative detailing the communication plan between the ACO and its
SNF affiliates. CMS requires ACOs to describe the following information in their
communication plan narratives:

= The process that the ACO will use to evaluate and periodically update its
communication plan with its SNF affiliates.

= The process that the ACO will use to identify and designate the person(s) at the
ACO with whom SNF affiliates will communicate and coordinate admissions.

= The process that each SNF affiliate will use to identify and designate the person(s)
at the SNF affiliate with whom the ACO will communicate and coordinate
admissions, including monitoring SNF length of stay.

= The process ACOs and SNFs will use to share information across sites of care and
make it available to all members of the care team for optimal care integration. This
includes identification of Health Insurance Portability and Accountability Act
(HIPAA)-compliant communication tools that the care team will use to ensure that
the designated person(s) at the ACO is aware of admissions to SNF affiliates
pursuant to a waiver and appropriately involved in the clinical management of these
beneficiaries, including a plan for communicating necessary information when key
contacts are not available.

= How frequently communications occur between the ACO and its SNF affiliates.

= The process the ACO will use to communicate the beneficiary evaluation and
admission plan and the care management plan to the SNF affiliates and other
individuals or entities responsible for or involved in providing or coordinating SNF
services furnished under a waiver.

= The process the ACO will use to respond to questions and complaints related to the
ACO'’s use of the SNF 3-Day Rule Waiver from SNF affiliates, ACO participants,
ACO providers/suppliers, beneficiaries, acute care hospitals, and other stakeholders.

CMS recommends ACOs include a process for timely sharing of the preliminary
prospective and prospective beneficiary assignment list, as well as the quarterly
exclusion lists for prospectively assigned beneficiaries, with SNF affiliates so that ACOs
and SNF affiliates can identify correctly the beneficiaries eligible to receive covered SNF
services under the SNF 3-Day Rule Waiver.
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8 SNF 3-Day Rule Waiver Medicare Claims
Processing

SNF waiver-approved ACOs must comply with all Medicare claims submission
requirements, except the requirement for a 3-day inpatient hospital stay prior to a
Medicare-covered, post-hospital, extended care service (42 CFR § 425.612(a)). A SNF
3-Day Rule Waiver does not change FFS billing requirements (other than the 3-day
inpatient stay requirement).

SNFs do not include any new data elements when submitting FFS claims to indicate
their intent to use a SNF 3-Day Rule Waiver. For institutional claims, CMS will set the
Demonstration Number field to “77” for claims that meet all of the following conditions:

“‘Received” date on the claim is on or after January 1 of the calendar year indicated

on the claim’s “From” date;

= A CCN (first 6 digits) is found on the claim that is also found on the ACQO’s certified
SNF Affiliate List;

= Beneficiary Health Insurance Claim Number (HICN) found on the claim which is also
found on the ACQO’s assignment list;

= The date of service “From” date on the claim is on or after the effective start date of
a waiver; and

= The ACO ID (AXXXX) associated with the SNF affiliate is the same as the ACO ID
associated with the eligible beneficiary.

If a SNF claim is rejected exclusively due to a lack of a qualifying hospital stay, meaning
all other Medicare FFS coverage, claims processing, and other applicable requirements
are met, the SNF should verify that the ACO, SNF, and beneficiary meet waiver
eligibility requirements under § 425.612, described above. If the ACO, SNF, and
beneficiary meet these eligibility requirements, the SNF should contact its MAC to
inquire about payment for the claim pursuant to the terms of the SNF 3-Day Rule
Waiver under the Shared Savings Program.

Note that beneficiaries maintain their freedom of choice to select any SNF they choose.
If a beneficiary selects a SNF that is not on an ACO'’s certified SNF Affiliate List and that
SNF admits the beneficiary without a qualifying hospital stay, CMS will reject the claim
for failing to meet one of the required elements (SNF must be a SNF affiliate on the
approved SNF Affiliate List). If the selected SNF is not a SNF affiliate, current Medicare
SNF coverage requirements apply for SNF services. CMS only reimburses the SNF for
services furnished to beneficiaries without a prior 3-day inpatient stay if the SNF is on
the ACO’s SNF Affiliate List for the performance year in which it admits the beneficiary,
and all other criteria for eligibility under the SNF 3-Day Rule Waiver are satisfied. If
CMS rejects a SNF claim for lack of a 3-day inpatient hospital stay and the ACO, SNF
affiliate, and/or the beneficiary did not meet the eligibility requirements (described in
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Section 4 above), CMS may require the SNF waiver-approved ACO to submit a
corrective action plan (CAP) addressing what actions the ACO will take to ensure
appropriate use of the waiver in the future and take other remedial actions, as
appropriate.

9 SNF 3-Day Rule Waiver Beneficiary
Communications

For SNF waiver-approved ACOs, it is important to highlight that CMS has certain rules
and policies governing communications to beneficiaries. Of note, hospital discharge
planning conditions of participation standards found at §§ 482.13 and 482.43(c)(6)—(8)
continue to apply. In part, these rules require hospitals to include a list of Medicare-
participating SNFs in the discharge plan for those patients for whom the plan indicates
post-hospital extended care services are required. During the discharge planning
process, the hospital must inform the patient of his/her freedom to choose from among
Medicare-participating, post-hospital providers and must not direct the patient to specific
provider(s) or otherwise limit the pool of qualified providers from which the patient may
choose. Additionally, under the Patient’s Rights Condition of Participation at § 482.13,
the hospital must always respect the patient’s right to make informed decisions.

CMS has developed a SNF 3-Day Rule Waiver Notice template for SNF waiver-
approved ACOs to use to describe the waiver to the eligible beneficiaries. For example,
a participating physician can use the waiver notice to supplement the discharge
planning conversation and aid eligible beneficiaries in making an informed decision
about whether and where to receive SNF services. The latest version of this template is
included in the ACO Marketing Toolkit that is updated annually. ACOs are not permitted
to modify template content, except in the spaces that CMS provides for ACO-specific
information.

Please note that only SNF waiver-approved ACOs have the option to use the waiver
notice template to educate their assigned beneficiaries who may be eligible to receive
covered services under a SNF 3-Day Rule Waiver about the waiver. This notice is not
intended as general information and could lead to confusion if shared with Medicare
beneficiaries who are not eligible for such services.

10 SNF 3-Day Rule Waiver Public Reporting
Requirements

Consistent with the requirements of § 425.612(d)(1), SNF waiver-approved ACOs must
report their use of a SNF 3-Day Rule Waiver (reporting “yes” or “no”) as part of Shared
Saving Program public reporting requirements.
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11 SNF 3-Day Rule Waiver Compliance

CMS monitors and may audit the use of SNF 3-Day Rule Waivers. Misuse of a SNF 3-
Day Rule Waiver may result in CMS taking remedial action against the ACO up to and
including termination of the ACO from the Shared Savings Program. This would include,
if applicable, termination from the Track 1+ Model. Additionally, CMS reserves the right
to periodically review claims data, beneficiary medical records, and/or Minimum Data
Set Nursing Home Assessments to confirm whether the ACO and its SNF affiliates
appropriately confirm beneficiary eligibility prior to admission to a SNF. CMS may take
remedial action if it finds that Medicare beneficiaries admitted to a SNF affiliate under
the SNF 3-Day Rule Waiver did not meet beneficiary eligibility requirements.

Medicare Shared Savings Program | SNF 3-Day Rule Waiver Guidance 17



MEDICARE
c M S SHARED SAVINGS
contemsron sevicas s aecs | L ROGRAM

Appendix A: Sample SNF Affiliate Agreement Table

ACOs must identify where the following requirements are in their sample agreements
when submitting for CMS review. ACO-MS will display a table similar to the one below
that the ACO can use to identify the location of each requirement.

a) The agreement must expressly require that the SNF affiliate agrees to the requirements and
conditions of the Shared Savings Program (42 CFR Part 425) and SNF 3-Day Rule Waiver,
including but not limited to, those specified in the participation agreement with CMS.

§ 425.612(a)(1)(iii)(B)(1). For ACOs participating in the Medicare ACO Track 1+ Model, the
agreement must also expressly require that the SNF affiliate agrees to the requirements and
conditions of the Track 1+ Model Participation Agreement.

Agreement Section Page Number

b) Effective dates of the SNF Affiliate Agreement. § 425.612(a)(1)(iii)(B)(2)

Agreement Section Page Number

c) The agreement must expressly require the SNF affiliate to implement and comply with the
ACO's beneficiary evaluation and admission plan and the care management plan.
§ 425.612(a)(1)(iii)(B)(3)

Agreement Section Page Number
d) The agreement must expressly require the SNF affiliate to validate the eligibility of a

beneficiary to receive covered SNF services in accordance with the waiver prior to
admission. § 425.612(a)(1)(iii)(B)(4)

Agreement Section Page Number

e) The agreement must include the remedial processes and penalties that may apply for
noncompliance. § 425.612(a)(1)(iii)(B)(5)

Agreement Section Page Number
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Appendix B: Sample SNF Affiliate Agreement
Introductory Paragraph and Signature Page

This ACO SNF Affiliate Agreement (“Agreement”) is by and between Accountable Care
Organization of ABC, LLC DBA ABC ACO (“ACQ”), and XYZ Group Practice P.C. (“SNF
Affiliate”) and is effective [Month, Day, Year] (“Effective Date”).

< Body of Agreement >

Sample Signature Page:

IN WITNESS WHEREOF, the parties have caused this Agreement to be executed by
the duly authorized representatives as of the dates below.

For the ACO

Legal Entity Name

For the SNF Affiliate

DBA Name

Legal Business Name

Signature (on behalf of the
ACO)

DBA Name

Name

Signature (on behalf of the SNF
Affiliate)

Title

Name

Date

Title

Address

Date

City, State ZIP Code

Address

Business Phone

City, State ZIP Code

Business Phone

Individual signing for the SNF affiliate(s) agrees to the terms and conditions of this
Agreement on behalf of the following SNF affiliate CCNs:

< List of each CCN and CCN legal business name >
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Appendix C: Information on Digital Signature
Requirements

General Overview of Digital Signatures

If an ACO and SNF affiliate both consent to the use of digital signatures to execute a
SNF Affiliate Agreement, they must use industry-accepted software to verify that the
digital signatures represent the signers’ consent to the terms of the agreement.
Generally, a digital signature requires two components: the signature generation
process (i.e., when a signer embeds a unique signature in the electronic document, thus
legally executing the document), and the signature verification process (i.e., the
mechanism by which an auditing party is able to verify the signature’s authenticity).

ACOs should maintain all physical and/or electronic records necessary to verify each
digital signature that they submit for CMS review and provide these records to the
Shared Savings Program upon request.

Digital Signature Programs

The Shared Savings Program does not require the use of any particular software
product to execute a SNF Affiliate Agreement, and any software that employs digital
signature algorithms and that fulfills the two requirements—signature generation and
signature verification—may be employed. Should CMS question the integrity of the
software used, it may send the ACO a request for information (RFI). Should an ACO
receive an RFl, it should provide CMS with documented evidence of the verification
process for the signature in question.

Regulation of Digital Signatures

The Electronic Signatures in Global and National Commerce Act (E-Sign Act), which
was enacted on June 30, 2000, promotes the use of electronic contract formation,
signatures, and recordkeeping in private commerce by establishing legal equivalence
between paper and electronic contracts; pen and ink signatures and electronic
signatures; and other legally required written documents (termed “records”) and their
electronic equivalents.

Additional Questions
What is the difference between a digital signature and an electronic signature?

Per Section 106 of the E-Sign Act, an electronic signature is defined as “an electronic
sound, symbol, or process, attached to or logically associated with a contract or other
record and executed or adopted by a person with the intent to sign the record.” A digital
signature consists of both the electronic signature itself and the verification process
used to authenticate it. Digital signatures require the signer to use a digital certificate
that links the signer with the document being signed, and a unique digital “fingerprint” is
embedded in the document once signed. An electronic signature that lacks an
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authentication verification process will not be accepted. Any non-handwritten signature
must be verifiable according to industry standards.

Do both parties to the Agreement have to use digital signatures to sign the SNF
Affiliate Agreement?

No. So long as both parties agree that a digital signature has the full force and effect of
a handwritten signature, one party may use a digital signature while the other uses a
handwritten signature.

However, if only one party will be executing the document by a handwritten signature,
then that party must sign the document first. The remaining party should then scan in
the signed document and embed their digital signature upon that scanned document.
Printing out a document that contains a digital signature hinders validation of the
encryption required for authentication in this format.

What if a party needs to amend or change an agreement that was executed with
digital signatures?

Should an agreement containing a digital signature need to be amended, it must be re-
executed with a new digital signature to indicate consent to the changes.

Can CMS recommend any digital signature programs for ACOs to use in
executing agreements with SNF affiliates?

The E-Sign Act does not permit agencies to require the use of specific products and/or
manufacturers. Therefore, CMS cannot recommend any specific products or
companies. However, in choosing a digital signature program, an ACO should review
the E-Sign Act requirements and focus on the particular product’s signature generation
and verification capabilities.
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AFFIRMATION
[ hereby declare and affirm under the penalties of perjury that the facts stated in this certificate of

need - supplemental materials and its exhibits and tables are true and correct to the best of my
knowledge, information, and belief.

éignature

AUSOn &. Bvom

Printed Name

Rees dent, Umnte Mad TN Cyiyn ey

Printed Title

4827-8504-9906v1






AFFIRMATION

I hereby declare and affirm under the penalties of perjury that the facts stated in this response to
completeness questions and its attachments are true and correct to the best of my knowledge,
information, and belief.




AFFIRMATION

I hereby declare and affirm under the penalties of perjury that the facts stated in this response to
completeness questions and its attachments are true and correct to the best of my knowledge,

information, and belief.



AFFIRMATION

I hereby declare and affirm under the penalties of perjury that the facts stated in this letter dated
May 23, 2016 to MHCC and its attachments are true and correct to the best of my knowledge,
information, and belief.
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Signature

George Watson

Printed Name

Printed Title

4827-8504-9906v1



AFFIRMATION

I hereby declare and affirm under the penalties of perjury that the facts stated in this letter dated
August 17, 2016 to Ben Steffen, Executive Director, Maryland Health Care Commission, and its
attachments are true and correct to the best of my knowledge, information, and belief.

Signature

George E. Watson

Printed Name

Printed Title

4817-3665-0038v1



