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On December 11, 2015, Eastern Connecticut Health Network (“ECHN”) and Prospect Medical 
Holdings (“PMH” and, together with ECHN, the “Applicants”) received correspondence from 
the Office of the Attorney General (“OAG”) and the Office of Health Care Access (“OHCA”) 
requesting additional clarification for certain deficiencies identified in the Applicants’ Response 
to Completeness Questions (“Response”) submitted on November 23, 2015.  The Applicants’ 
response to the deficiencies identified on December 11, 2015 has been provided below: 

1. On page 2148 of the Response, Applicants state that ECHN is expected to secure a bank loan 
for $5 million dollars to cover costs of planned capital projects. With respect to this 
$5million dollar loan and the referenced capital projects, please answer the following: 

a) Clarify whether the $5 million is intended to be expended exclusively on the 
behavioral health expansion at RGH mentioned on page 2149 or additional planned 
capital projects, and, if the latter, identify the projects and estimated expenditure 
amounts. 

Response:   

The $5 million is intended to be expended exclusively on the behavioral health 
expansion at RGH. 

b) Elaborate on the specific types of behavioral health conditions the behavioral unit at 
RGH expects to treat and whether this unit will be utilized for inpatient or outpatient 
treatment. 

Response:   

The behavioral health unit planned for RGH will be utilized for the inpatient 
treatment of adults and adolescents with eating disorders. 

 

2. In connection with Response 2(b) at page 2150, relating to the joint ventures in which ECHN 
has an ownership interest, please respond to the following questions. 

a) Please provide the information on Exhibit A for Connecticut Occupational Partners, 
LLC. 

Response:   

The joint venture valuations are only applicable to the entities that generate income.  
Connecticut Occupational Medicine Partners, LLC (“COMP”) provides management 
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services for the occupational health programs of its member hospitals1 and does not 
generate revenue for the organization or its members.   

b) If a joint venture cannot be transferred to PMH, the parties contemplate that ECHN 
will issue a note to PMH, in an amount equal to the value of that joint venture. The 
note would be secured by ECHN's interest in the joint venture and payable from 
future distributions from the joint venture. If the joint venture fails or it does not 
generate sufficient funds to enable the note to be repaid, will ECHN have any 
liability? 

Response:   

Significant progress has been made to prepare all of the referenced joint ventures for 
transfer at closing, and therefore the parties do not at this time anticipate that a 
promissory note will actually be required.  ECHN has already obtained all of the 
necessary third party consents to transfer ECHN’s interest in all those joint ventures 
that require regulatory approval, and is actively securing the necessary consents for 
all others.  For these reasons, ECHN expects to be in a position to transfer its interests 
in the joint ventures before closing, in which case a promissory note will not be 
necessary. 

In an abundance of caution and in order to eliminate the possibility of disruption to 
the transaction, however, the parties have also agreed to address the unlikely event 
that a joint venture interest could not be transferred by providing for a loan from 
PMH to ECHN, secured by a promissory note, in an amount equal to the deduction 
made from the purchase price due to the fact that such joint venture interest could not 
be transferred at closing.  This promissory note would be payable from and secured 
by future distributions from the non-transferred joint venture and would be further 
secured by ECHN’s interests in such joint venture (to the extent permissible under 
Connecticut law and the joint venture agreement).  Any unsecured liability 
theoretically remaining to ECHN under the promissory note would be addressed in 
the same manner as ECHN’s other post-closing liabilities in accordance with 
applicable law.  An indemnity reserve that will be funded using proceeds from the 
asset sale will be set up as a vehicle to settle ECHN’s post-closing liabilities. 

 

3. The Applicants state in page 2158 of the Response that PMH has established an independent 
practice association in Connecticut, Prospect Provider Group CT-ECHN, LLC ("PPGCTE") 
and a preferred provider network/health system risk taking entity, Prospect Health Services, 
CT, Inc. ("PHS"), and that physicians currently represented by Eastern Connecticut 

                                                            
1  Member hospitals of COMP include Manchester Memorial Hospital, Bristol Hospital, Saint Francis Hospital and 

Medical Center, Johnson Memorial Medical Center and Western Connecticut Health Network. 

ECHN Proposed Asset Purchase by PMH 
Response to Deficiencies Dated December 11, 2015

Submitted December 24, 2015 
Page 3225



Eastern Connecticut Health Network, Inc.  
Proposed Asset Purchase by Prospect Medical Holdings, Inc. 
OHCA DN:  15-32016-486 and Attorney General DN:  15-486-01 
Response to Deficiencies dated December 11, 2015 
Page 3226 
 

 
 

Individual Provider Group, Inc. ("ECIPG") will make individual decisions about whether to 
participate in PPGCTE. Please respond to the following questions regarding these entities: 

a) Will ECIPG be dissolved after the Closing? 

Response:   

ECIPG is a separately incorporated nonstock corporation and a 50% member of 
ECHN’s Eastern Connecticut Physician Hospital Organization (ECPHO).  
As ECIPG is a separate and independent entity from ECHN, decisions regarding the 
future of ECIPG will be made by the members of ECIPG. 

b) If ECIPG physicians do not elect to join PPGCTE, will they still have privileges at 
the Hospitals? 

Response:   

Physicians apply independently for hospital medical staff membership and privileges.  
Acceptance to the Hospitals’ medical staff is not contingent upon an individual 
physician’s group affiliation.  ECIPG physicians that do not join PPGCTE will still 
have privileges at the Hospitals following the proposed asset purchase of ECHN by 
PMH (the “Asset Purchase”), assuming that the physicians continue to meet the 
membership qualification criteria outlined in Article 3 of ECHN’s Medical Staff 
Bylaws.  PMH does not have any plans to change the membership qualification 
criteria for the Hospitals following the Asset Purchase. 

Furthermore, it should be noted that PMH welcomes the affiliation of independent 
physicians, including physicians who are not part of PMH’s owned physician network 
to have privileges at its hospitals. 

Section 3.2 of ECHN’s Medical Staff Bylaws which outlines the general 
qualifications for Medical Staff membership has been included as Exhibit Q. 

 

4. On pages 2158-2159 of the Response, Applicants identify two types of physicians that 
participate in the PMH physician network, fully contracted physicians ("FCP") and those 
identified as operating under a Memorandum of Understanding ("MOU"). Please elaborate 
on the differences between the two categories of physicians. In the detailed response, please 
clarify the following: 

a) The typical scenarios in which a physician chooses to be an MOU affiliated physician 
versus an FCP; 

 

ECHN Proposed Asset Purchase by PMH 
Response to Deficiencies Dated December 11, 2015

Submitted December 24, 2015 
Page 3226



Eastern Connecticut Health Network, Inc.  
Proposed Asset Purchase by Prospect Medical Holdings, Inc. 
OHCA DN:  15-32016-486 and Attorney General DN:  15-486-01 
Response to Deficiencies dated December 11, 2015 
Page 3227 
 

 
 

Response: 

MOUs are entered into on an emergent basis or on an as needed basis.  It is not 
unusual for a patient, on an emergent or urgent basis, to choose a physician (primary 
care or specialist) who is not part of PMH’s network.  Rather than require the patient 
to find an in-network physician, PMH typically negotiates one time rates with that 
physician by entering into MOUs.  If the physician provides services within PMH’s 
geographic service area, PMH would invite the physician to join PMH’s network.  
Some physicians will choose to become part of the PMH network and some decide 
otherwise. 

b) Any differences in the types or frequency of services an MOU physician would 
provide versus an FCP; 

Response: 

As stated in the response to Question 4a above, MOUs are typically entered into on 
an emergent or urgent basis.  Typically, an MOU physician’s service would be 
limited to a particular patient. 

c) The typical circumstance where an MOU physician's service would be limited to a 
particular patient. 

Response: 

Please see the response to Question 4a above.  

 

5. On page 2162 of the Response and at Exhibit F, Applicants provided a summary of 
performance metrics for Prospect Health Services in Texas. With respect to this summary, 
please address the following: 

a) Explain what differentiates an acute patient versus a non-acute patient. 

Response: 

An acute patient is typically in need of hospital services.  Non-acute patients do not 
require hospital services but may require a lower level of care such as a skilled 
nursing facility or a board and care home2. 

                                                            
2 “Board and care” refers to nonmedical community-based residential settings that house two or more unrelated adults and 

provide some services such as meals, medication supervision or reminders, organized activities, transportation, or help with 
bathing, dressing and other activities of daily living.   
Source:  https://aspe.hhs.gov/report/description-board-and-care-facilities-operators-and-residents 
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b) Whether this Exhibit includes Medicare Advantage Performance patients only and the 
meaning of the term "Seniors". 

Response: 

Seniors are Medicare Advantage enrollees.  The Exhibit is in reference of Medicare 
Advantage patients. 

c) Explain what the Goals identified in the top right corner of the Exhibit signify. 

Response: 

The Goals identified in the top right corner of the Exhibit signify patient bed days per 
thousand members by payor class. 

d) Applicants stated with respect to the trends in Texas that they were "encouraging and 
positive, but show room for improvement." Please specifically identify those areas 
needing improvement and explain the specific strategies being implemented to 
address these deficiencies. 

Response: 

The immediate areas that PMH is looking to improve are reducing admission and re-
admission rates.  PMH plans to reduce such rates through (i) further physician 
training and patient education; and (ii) dedicated approach to PMH’s medical 
management programs for high risk patients with significant co-morbidities at home 
which entail the following: 

 24/7 direct telephonic access 

 Identification of patient “admission drivers” with development of specific 
action plans 

 Patient and family engagement care plans 

 Integrated social service coordination for members with psychosocial issues 
and placement issues 

 Integrated behavioral health management 

 Disease-specific action plans and self-management 

 Advance care planning 

 Coordination of ancillary services and physician referrals 

 Outpatient palliative care program  
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 Multidisciplinary team of physicians, nurses, social workers chaplain, and 
pharmacist available 24/7 

 Expedited interventions for Pneumonia, COPD, CHF, Dehydration, and 
Cellulitis 

 Hospital post-discharge follow-up visits within 24hours 

 Same day urgent visits 

 Phone communication with primary care physician and specialist for 
intervention 

 Telephonic medication therapy management 

 Disease management programs (Disease Management & Anticoagulation) 

 Post discharge in-home medication therapy management 

 Long-term care medication therapy management 

 Integrated with inpatient and outpatient clinical teams 

 Patient education and assessment of non-adherence 

The Objectives of the above programs are to manage symptoms and reduce 
readmissions with the goal of maximizing care in home. 

When high-risk patients with significant co-morbidities are admitted to a hospital, 
PMH’s hospital care management program provides the following: 

 Close monitoring of patients by rounding twice per day until patient is 
discharged 

 Medical Director rounds with hospital case manager and hospitalist twice per 
day until the patient is discharged 

 Ability to direct patients from acute setting to skilled nursing facility when 
appropriate; 

 Ability to direct patients from acute setting to early post discharge visits when 
appropriate; and  

 Close collaboration between hospital case manager, skilled nursing facility 
case manager, pharmacist, nurse practitioner and primary care physician 

When high risk patients with significant co-morbidities are in a sub-acute setting, 
PMH’s medical management program provides the following: 
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 Monitoring of patients by rounding three to five times per week until patient is 
stable, then two to three times per week 

 Physician rounds supplemented by Prospect nurse practitioners 

 Medical Director rounds with case managers and physician twice per week; 
and  

 If patient’s status deteriorates, transfer to network hospital 

 

6. On page 2149 of the Response, Applicants state that a $5 million planned renovation at RGH 
which is expected to be completed by September 2016 will result in RGH having the ability 
to accommodate an additional 30 patients with behavioral health conditions.  Additionally, 
Applicants state that the acquisition of physicians from Mansfield OB/GYN Associates has 
added demand for OB services. However, in the table on page 2173 of the Response and the 
subsequent explanation, Applicants state that projected growth for inpatient discharges is 
attributable to Medical/Surgical discharges and not to the maternity or behavioral health units 
at either hospital "as both the maternity unit and behavioral health unit are operating at 
capacity [at MMH] and RGH does not provide either services at the present time. Based on 
this assumption, discharge volume for maternity, pediatric (newborn) and psychiatric 
services will remain constant at the levels projected for FY 2016 through FY 2019." Please 
clarify why the planned behavioral health unit renovation at RGH and the increased demand 
for OB services do not result in increases FY 2016 through FY 2019 for Inpatient Discharges 
in maternity patients for MMH (as the hospital's maternity unit apparently has overflow 
capacity on the Third West unit) and psychiatric patients for RGH. 

 

Response:   

The increased demand for maternity and newborn services resulting from the addition of the 
Mansfield OB/GYN Associates physicians in FY 2015 will be fully realized in FY 2016.      
The discharge volume for maternity and pediatric patients reported in Table C on page 2170 
reflects the expected twelve-month delivery volume for the OB/GYN physicians on ECHN’s 
Medical Staff and assumes no changes to the number of OB/GYN physicians during the 
projection period.   

The planned behavioral health unit renovation at RGH is only in the developmental stages at 
this time so projections for RGH do not include any of the volumes, revenues or expenses 
associated with enhancing behavioral health services at RGH. 
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7. Applicants indicate on page 217 5 of the Response that ECHN has struggled to retain, in 
particular, primary care providers. Tables E and F on page 2174 of the Application indicates 
an increase to date in Allied Health Professionals employed in the ECHN Medical 
Foundation.  Please elaborate on the role Applicants envision for AHPs post-closing, 
addressing specifically: 

a) Whether AHPs will be utilized to compensate for the lack of primary care physicians. 

Response:   

AHPs are already being utilized to compensate for the shortage of primary care 
physicians across the state.  The Applicants expect this practice to continue in the 
ECHN service area post-closing.  It should be noted that PMH has utilized AHPs in 
other states for many years.  AHPs are an essential part of the care delivery system. 

b) Whether AHPs would be eligible to join PPGCTE or the Medical Foundation PMH 
will utilize post -closing. 

Response:   

AHPs will be eligible to join PPGCTE and the Medical Foundation PMH will utilize 
post-closing. 

c) Whether AHPs participate as members in any of PMH's existing physician networks 
and, if not, why not. 

Response:   

AHPs do participate as members of PMH’s existing physician networks because the 
primary care physician shortage experienced in Connecticut is not unique.  The use of 
AHPs to meet the primary care needs of a given community is common nationwide 
and a practice that PMH incorporates into its CRC model of care to ensure patients 
are able to receive needed care in the most appropriate and cost-effective setting.  

 

8. On page 2175 of the Response, Applicants indicate that a decline in participants in the ECHN 
Medical Foundation from 2013 to 2014 was related to a decision to contract with a third 
party for hospitalist services at both Hospitals. Please indicate whether PMH intends to 
continue outsourcing hospitalists post-closing. 
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Response:   

PMH will assume the existing contract with Sound Physicians for hospitalist services post-
closing.  PMH outsources hospitalist services in other states and expects all hospitalists to 
comply with PMH’s utilization and quality criteria and other outcome measures. 

 

9. Referencing Applicants' response to Question 53 of the Application and page 2178 of the 
Response, please address the following: 

a) Applicants have projected a 1% increase in spending for Community Building 
Activities through FY 2019. With respect to the screenings and educational programs 
listed in Exhibit H of the Response, please indicate whether PMH intends to allocate 
more resources for screenings versus educational programs than is currently the case; 

Response:   

The projected 1% increase in spending for Community Building Activities through 
FY 2019 is due to inflation and assumes no change in the Medicaid population served 
or the complement of community benefit programs offered by the Hospitals. 

As discussed in the Applicants’ response to deficiencies Question 53d on page 2179, 
PMH will reevaluate the healthcare needs of the community with input from the 
Local Boards as part of its overall planning process post-closing and expects to 
prioritize capital projects and service improvements based on hospital and community 
needs.  Plans to address the priority needs in ECHN’s service area, including the 
allocation of resources for screenings and educational programs, will be developed 
post-closing once the priority needs have been confirmed or identified. 

b) Certain screening programs identified in Exhibit H had low utilization rates.  Please 
elaborate how PMH intends to increase community utilization of those screening 
programs specifically, and screening programs, generally, in coordination with the 
planned 1% increase in spending year over year. 

Response:   

The projected increase in spending for Community Building Activities is due to 
inflation and not a result of an increase in screening frequency or community 
utilization.   As stated in the Applicant’s response to Question 22 on page 73 of the 
CON application submitted on October 13, 2015, PMH will continue to focus efforts 
on improving population health and will utilize its experience and knowledge in 
population health management to incorporate best-practice recommendations for 
disease prevention, early detection screenings and treatment options.  PMH 
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recognizes the importance of screening in overall population health; thus specific 
plans to increase community utilization of screening programs will be developed 
post-closing pending the confirmation or identification of the communities’ priority 
needs. 

 

10. For those Community Health Improvement Services and Community Benefit Operations 
programs identified on pages 2183-2185 of the Response, please indicate which programs 
PMH intends to continue funding post -closing and whether any material changes in funding 
are expected for any of the programs listed. 

Response:  

PMH is committed to maintaining ECHN’s current policies on community volunteer services 
and community benefits.  Specific plans related to community benefit program offerings will 
be developed post-closing pending the confirmation or identification of the communities’ 
priority needs. 

 

11. Please explain the role, purpose and function of the Nurse and Survivorship Navigator 
Program listed on page 2183 of the Response. 

Response:   

Oncology nurse navigators assist patients and their caregivers by supporting the coordination 
of care in both inpatient and outpatient settings.  Some examples include the management of 
symptoms, referrals to other specialists, the scheduling of tests and treatments, and referrals 
for homecare services.   

The survivorship navigator is a licensed clinical social worker available to assist patients and 
their families with financial, insurance and disability concerns resulting from their illness.  
Some examples of assistance provided by the survivorship navigator include documenting 
advance directives, smoking cessation, supportive counseling, and referrals to community 
agencies.  The survivorship navigator also provides supervision of ECHN’s integrative 
medicine program.   

The women’s health nurse navigator oversees ECHN’s Breast Care Collaborative which 
ensures prompt and efficient transition of care for women with suspicious or benign findings 
following a diagnostic breast exam, mammography or breast biopsy.  The navigator is 
responsible for community and physician education, screening and prevention events and 
serves as the clinical nurse navigator for the Early Detection Program. 
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The Commission on Cancer, which is a department of the American College of Surgeons, 
requires community cancer centers to have both nurse navigators and survivorship programs 
to receive national accreditation and meet best practice standards.  PMH is committed to 
maintaining ECHN’s current policies on community volunteer services and community 
benefits and will expects to maintain the existing accreditation levels of services currently 
offered by ECHN and its affiliates. 

 

12. In reference to Exhibit M, page 2381 of the Response, the Patient Experience survey 
indicates patient satisfaction levels for Hollywood Community Hospital of Hollywood and 
Los Angeles Community Hospital well below the national average. Please elaborate on the 
factors causing these results and detail what policy, programs and procedures PMH has 
implemented to increase patient satisfaction levels at these hospitals. 

Response: 

PMH believes that a significant factor in the patient satisfaction scores at Los Angeles 
Community Hospital and Southern California Hospital at Hollywood are primarily due the 
age of the physical plant.   

Some of the upgrades that are planned for 2016 at Los Angeles Community Hospital include 
the following: 

 ER remodel; 
 Beautification of OB areas; 
 Upgrades to ICU and CCU; 
 Modernization of elevators; 
 Beautification of the lobby; 
 Better signage; and 
 Beautification of radiology areas. 

Some of the upgrades that PMH is planning for 2016 at Southern California Hospital at 
Hollywood include the following: 

 Upgrades to ICU and CCU; 
 Beautification of the lobby areas;  
 Better signage; and  
 Modernization of elevators. 

In addition to the projects described above, we are re-dedicating new hospital leaders to 
improve all quality and patient satisfaction scores at all California hospitals.  We expect that 
the new leaders will adopt proven measures to increase patient satisfaction, such as patient 
rounding with a focus on communication with patients.   
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13. Please provide clarification as to whether the amounts provided on Table 8, Exhibit B, page 
2209, are actual or estimated and if amounts were submitted as of 9/30/15 or 11/4/15. 

Response:   

The amounts provided on Table 8, Exhibit B, page 2210 are the actual amounts for 
09/30/2015 based on the unaudited financials updated as of 11/4/2015.  The actual amounts 
for Table 8 will not be considered final until the FY 2015 audited financials have been 
through all audit review levels and presented to ECHN’s Audit Committee. 

  

14. Please provide documentation that supports PMH's available funds in excess of $110 million 
and its generation of $7.5 million in free cash flow per month as of September 30, 2015, as 
stated on page 2192. 

Response: 

Please refer to Exhibit R for the documentation that supports PMH’s available funds. 

 

15. In reference to PMH's Capital Investments and Cost Savings Table, Exhibit L, page 2327, 
address the following: 

a) What do the amounts listed under the columns Profitability, Liquidity and Solvency 
represent (e.g. total margin, operating margin, EBITDA, cash and cash equivalents, 
net assets, stock holder's equity, etc.)? Provide documentation that supports the data, 
for example, calculation methodology, etc. and the measurement period that applies 
to each of the entries; 

Response: 

The data provided for Exhibit L are on a standalone company basis.  Profitability for 
each entity is measured by EBITDA for the entity (subject to the footnotes in Exhibit 
L), on a standalone basis.  EBITDA was calculated pursuant Generally Accepted 
Accounting Principles (“GAAP”) the fiscal year ending September 30, 2015.   

Liquidity is calculated by measuring the working capital for each entity.  The formula 
for working capital is:  current assets less current liabilities for each entity as of 
September 30, 2015. 
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Finally, solvency is measured by stockholders equity for each entity as of fiscal year 
ended September 30, 2015.  Stock holders’ equity is measured by GAAP. 

b) As previously requested in Question 37(b), for each of the five entities, elaborate on 
how the cost savings listed were the result of economies of scale inherent of a larger 
organization; 

Response: 

All hospitals acquired by PMH become part of PMH’s purchasing programs for 
supplies and drugs.  Under PMH’s contracts, higher volume of purchases by PMH as 
an organization results in lower prices for supplies and drugs.  All acquired hospitals 
benefit from such realized savings.  Furthermore, PMH as an organization, because of 
its growing size, has hired employees with subject matter expertise in operations of 
hospitals.  Such personnel are made available to all PMH hospitals.  As such, our 
hospitals save on hiring consultants.  

c) The table shows references to footnotes labeled as "(g)" and "(h)" but the information 
related to these footnotes is missing. Please provide the missing information. 

Response: 

Please see Exhibit S for the revision of Exhibit L showing the footnotes for (g) and 
(h) that were inadvertently left off the previously provided version of the exhibit. 

 

16. In reference to the Revised Financial Worksheets (C), Exhibit I, pages 2312-2317 and related 
assumptions, for ECHN, MMH and RGH, explain the following: 

a) The factors driving the gains in incremental gross patient revenue for each entity; 

Response:   

Gross patient revenue for ECHN, MMH and RGH is expected to increase in FY 2017 
through FY 2019 “without the CON” as a result of fee schedule adjustments made in 
connection with changes to managed care agreements.  Additional gains in gross 
patient revenue are anticipated “with the CON” as a result of incremental volume 
increases. 

b) The positive net income "without the CON" in FY 2019 for MMH and RGH; and 
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Response:   

The positive net income achieved in FY 2019 “without the CON” is due the 
cumulative effect of annual increases in net patient revenue anticipated as a result of 
improved managed care contracts and ECHN’s continuous efforts to manage 
expenses and control costs at the Hospitals and other ECHN facilities. 

c) The reductions in "other operating revenue" between FY 2014 actual and FY 2015 
projected for each entity. 

Response:   

The other operating revenue amount in FY 2014 includes realized gains from the one-
time transfer of ECHN’s investment portfolio from volatile, high-risk stock 
investments to more conservative, fixed-income investments.   

 

17. In reference to PMH'S credit rating and the revolving line of credit with Morgan Stanley 
information provided on page 2191 of the Response, address the following: 

a) Provide the specific time period (e.g. month, quarter) associated with the credit 
ratings referenced for PMH; and 

Response: 

Please see Exhibit T for the most recent credit rating reports for PMH. 

b) Provide the total amount available and principal amount related to the credit line. 
Elaborate on the ability to retain this funding once the engagement with Morgan 
Stanley and PMH concludes "within the next year" as indicated on page 2206 of the 
Response. 

Response: 

Please see Note 8 on page 47 of PMH’s consolidated financial statements attached 
hereto as Exhibit U which states that the total amount available under the credit line 
is $40 million.  It is anticipated that the credit line will either remain the same or 
increase next year due to PMH’s positive financial performance. 

 

18. On page 2194 of the Response, the Applicants indicated that PMH's FY 2015 financial 
statements, reflecting twelve months of financial activity, are not available and that a copy 
will be provided once they have been received and publicly disclosed. In reference to this 
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response, please provide an estimate for when the copy of the audited financial statements 
will be available. 

 
Response: 

The FY 2015 consolidated financial statements for PMH are now available and have been 
provided as Exhibit U. 

 

19. On page 2195 of the Response, the Applicants indicated that the Other Operating Revenue 
Detail report, Exhibit J, submission was corrected to reflect the removal of the amount for 
"Public Support" in the "with CON" scenario. Please define what encompasses "Public 
Support." 

Response:   

Public Support includes the unrestricted charitable donations that ECHN, as a non-profit 
entity, receives through the ECHN Community Healthcare Foundation, Inc.  The post-closing 
for-profit entity will not receive any charitable support. 

 

20. In reference to the California Quality Assurance Fee (SB 239) program referred to on page 
2192, elaborate on the impact on PMH's future ability to support the cost of this proposal and 
future capital needs for MMH and RGH in excess of the $75 million, without the additional 
dollar amounts generated by this program in the form of revenue and cash receipts. 

Response: 

The Quality Assurance Fee program has been part of California law for the past eight years 
and will be part of California law for the next six years.  PMH fully expects the extension of 
the program after six years.  In the next six years, PMH expects an increase in its portion of 
the net Quality Assurance Fees.  Furthermore, PMH is a profitable and growing company 
with access to capital.  As such, we expect to be able to support this proposal to meet the 
needs of ECHN for the foreseeable future.  It should be noted that in 2014, due to a delay in 
payment of Quality Assurance Fees, PMH did not receive any funds for the program, but was 
able to meet all of its commitments to close on $70 million of transactions. 
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ARTICLE THREE:  MEMBERSHIP

3.1 NATURE OF MEMBERSHIP

Membership on the Medical Staff is a privilege that is granted by the Board after 
considering the recommendations of the Medical Staff, and that shall be extended only to 
professionally competent Practitioners who continuously comply with and meet the 
qualifications, standards, and requirements set forth in these bylaws, the rules and 
regulations of the Medical Staff, and other Medical Staff policies, including the directives 
and policies of the MEC and the other Medical Staff committees.  Appointment to and 
membership on the Medical Staff shall not confer on the Staff member any Clinical 
Privileges.  A member of the Medical Staff shall only have Clinical Privileges if 
specifically granted by the Board in accordance with these bylaws.

An individual who fails to satisfy the membership qualifications, standards and 
requirements is ineligible to apply. A determination of eligibility shall be made prior to 
submitting the application to the Credentials Committee.  A determination of ineligibility 
does not entitle the individual to the provisions of Article Twelve of these bylaws.

3.2 GENERAL QUALIFICATIONS

Each Practitioner who seeks or enjoys Staff membership shall, at the time of appointment 
and continuously thereafter, demonstrate to the satisfaction of the Medical Staff and the 
Board, through documentation and other evidence, the following:

3.2-1 LICENSURE

A currently valid unrestricted license issued by the State of Connecticut to 
practice medicine, osteopathy, dentistry, or podiatry and have never had such a 
license to practice revoked by any state licensing agency and currently valid 
federal and state registrations to prescribe controlled substances except where the 
Practitioner demonstrates that such registration is not required in order to exercise 
the Practitioner’s current or requested Clinical Privileges.

3.2-2 PERFORMANCE

(a) Professional education, training, experience, current competence, and 
clinical results documenting a continuing ability to provide optimally 
achievable patient care services given the resources locally available.

(b) With regard to board certification, all applicants to the Medical Staff, with 
the exception of general dentists, at the time of being granted Privileges, 
shall:

(1) Have completed a residency accredited by the Accreditation 
Council for Graduate Medical Education, the American 
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Osteopathic Association, the American Dental Association, or the 
Council on Podiatric Medical Education; or by a program with a 
reciprocity agreement with the American Board of Medical 
Specialties or American Osteopathic Association.  

3.2-2 (b) (2) If not certified by a board that is a member of the American Board 
of Medical Specialties, by a board recognized by the American 
Board of Medical Specialties, by the American Osteopathic 
Association, by a board recognized by the American Osteopathic 
Association, by the American Podiatric Medical Association, or by 
the American Dental Association (limited to the American Board 
of Oral and Maxillofacial Surgery) be admissible for certification 
and become certified within the lesser of (i) the period of eligibility 
as defined by the respective board, or (ii) five years after initial 
appointment to the Medical Staff.  Certification by the Royal 
College of Physicians and Surgeons of Canada may be accepted 
based upon a waiver recommended by the MEC and approved by 
the Board.  The boards listed in this section shall be the sole means 
for certification requirement.  

Furthermore, Staff members whose board certificates bear an expiration 
date shall successfully complete recertification no later than three years 
following such date.  Failure to obtain board certification or recertification 
shall result in automatic termination of all Privileges accorded to such 
member and termination of such Practitioner’s Staff membership.  
However, the requirements to obtain board certification and/or 
recertification are not made retroactive for those Staff members who, prior 
to obtaining membership on the Medical Staff, had been members of the 
Medical Staff of MMH continuously since July 1, 1988 or had been 
members of the Medical Staff of RGH continuously since May 1, 1996.

3.2-3 ATTITUDE

A willingness and capability, based on current attitude and evidence of 
performance, to work with and relate to other Staff members, members of other 
health disciplines, the Network Hospitals’ management, and employees, visitors, 
and the community in general, in a cooperative, professional manner conducive to 
the maintenance of an environment appropriate to quality patient care.  The 
behavior of members of and applicants for membership on the Medical Staff and 
AHPs constitutes an essential component of professional activity and personal 
relationships within the Network Hospitals.  Civil deportment fosters an 
environment conducive to excellent patient care.  Accordingly, in addition to the 
other qualifications set forth in this Article Three, all members of Medical Staff 
and AHPs at all times shall demonstrate an ability to interact on a professional 
basis with members of the Staff, patients, and others and to behave in a 
professional and civil manner.  This requirement is not in any way intended to 
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interfere with a Staff member or AHP’s privileges:  (1) to express opinions freely 
and to support positions whether or not they are in dispute with those of other 
Staff members; (2) to engage in honest differences of opinion with respect to 
diagnosis and treatment or basic program development that are debated in 
appropriate forums; or (3) to engage in the good faith criticism of others.  The 
following types of behavior, however, which constitute some examples of an 
inability to interact on a professional basis with others or to behave in a 
professional and civil manner, are deemed unacceptable for members of the 
Medical Staff and AHPs:

Conduct that reasonably could be characterized as sexual and/or racial 
harassment;
Threats of physical assault or actual physical assault, harassment, or the 
placing of others in fear by engaging in threatening behavior;
The unnecessary and unjustifiable use of loud, profane, or abusive language 
directed toward Staff members, patients, or others;
Unnecessary and unjustifiable rude or abusive behavior;
Written or oral statements that constitute the intentional expression of 
falsehoods or constitute deliberately disparaging statements made with a 
reckless disregard for their truth or for the reputation and feelings of others.

Furthermore, all members of the Medical Staff shall demonstrate a willingness 
and capability, based on current attitude and evidence of performance, to:

(a) Participate equitably in the discharge of Staff obligations appropriate to 
Staff membership category; and

(b) Adhere to generally recognized standards of professional ethics.

3.2-4 DISABILITY

To be free of, or have under adequate control, any significant physical or 
behavioral impairment that interferes with, or presents a significant possibility of 
interfering with, the Practitioner’s ability to perform the Privileges requested or 
granted.

3.2-5 PROFESSIONAL LIABILITY INSURANCE

Professional liability insurance is not less than the minimum amount, as 
determined from time to time by resolution of the Board.  Medico-Administrative 
Officers with no Clinical Privileges shall be exempt from this requirement.   
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Prospect Medical Holdings
Free Cash Flow 

FYE 9/30/2015

Operating Income 108,060,000$             

Change in WC (Increase) 34,374,000$               

Taxes Paid (35,778,000)$              

Net Change in PP&E (10,863,000)$              

Free Cash Flow 95,793,000$               

Average Monthly Free cash Flow 7,982,750$                 
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Rating Action: Moody's upgrades Prospect Medical's CFR to B1 from B2; outlook
is stable

Global Credit Research - 09 Jul 2015

New York, July 09, 2015 -- Moody's Investors Service upgraded the Corporate Family Rating of Prospect Medical
Holdings, Inc. (Prospect) to B1 from B2. The company's Probability of Default Rating was also upgraded to B1-PD
from B2-PD and the rating on Prospect's senior secured notes was upgraded to B1 from B2. The rating outlook is
stable.

The ratings upgrade primarily reflects Moody's expectation of operational improvements at the company's existing
and newly acquired hospitals that will contribute to earnings growth and improved cash flow. Moody's expects
Prospect to sustain debt to EBITDA below 4 times over the next twelve to eighteen months.

The following ratings were upgraded

Corporate Family Rating to B1 from B2

Probability of Default Rating to B1-PD from B2-PD

Senior secured notes due 2019 to B1 (LGD 3) from B2 (LGD 4)

The outlook is stable.

RATINGS RATIONALE

Prospect's B1 Corporate Family Rating reflects the company's moderate scale, its high financial leverage, its high
concentration in only a few markets, and its significant reliance on California and Texas Medicaid programs.
Moody's anticipates that Prospect will remain acquisitive beyond the transactions the company has already
announced in New Jersey and Connecticut in order to gain scale and improve geographic diversification. Moody's
expects Prospect to generate EBITDA and cash flow growth from both existing and soon-to-be-acquired hospitals.
Further, Moody's anticipates that Prospect will use internally generated cash and limit the use of incremental debt
to fund future growth so that leverage remains below 4.0 times.

The stable outlook reflects Moody's expectation that Prospect's leverage will remain moderately high but will
benefit from near term hospital acquisitions that will be funded with internally generated cash. Moody's also
expects that Prospect will maintain good liquidity, despite capital commitments at newly acquired facilities, due to
improvement in operating cash flow.

Given Prospect's relatively small size and considerable concentration in only a few markets, Moody's does not
anticipate an upgrade of the ratings in the near term. However, over the longer term, the ratings could be upgraded
if the company can increase scale and enhance revenue and earnings diversification. Further, the ratings could be
upgraded if Prospect maintains debt to EBITDA at around 3.0 and maintains a measured approach towards debt
funded acquisitions or shareholder initiatives.

The ratings could be downgraded if operational or integration challenges cause a significant deterioration in
financial metrics or the company undertakes a material debt funded acquisition or shareholder distribution. More
specifically, ratings could be downgraded if Moody's expects debt to EBITDA to be sustained above 4.0 times or if
liquidity weakens.

The principal methodology used in these ratings was Global Healthcare Service Providers published in December
2011. Other methodologies used include Loss Given Default for Speculative-Grade Non-Financial Companies in
the U.S., Canada and EMEA published in June 2009. Please see the Credit Policy page on www.moodys.com for
a copy of these methodologies.

Headquartered in Los Angeles, California, Prospect Medical Holdings, Inc. provides health care services through
a network of 13 acute care and behavioral hospitals located in California, Texas and Rhode Island. Through its
Medical Group business unit, the company provides administrative management of health care services to
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independent physician organizations that cover over 300,000 members through a network of primary care doctors
and specialists. Prospect recognized revenues of approximately $1.2 billion in the twelve months ended March 31,
2015. The company is owned by private equity firm Leonard Green & Partners L.P. and members of the
company's management team.

REGULATORY DISCLOSURES

For ratings issued on a program, series or category/class of debt, this announcement provides certain regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class
of debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance
with Moody's rating practices. For ratings issued on a support provider, this announcement provides certain
regulatory disclosures in relation to the rating action on the support provider and in relation to each particular rating
action for securities that derive their credit ratings from the support provider's credit rating. For provisional ratings,
this announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in
relation to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where
the transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner
that would have affected the rating. For further information please see the ratings tab on the issuer/entity page for
the respective issuer on www.moodys.com.

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this rating
action, and whose ratings may change as a result of this rating action, the associated regulatory disclosures will
be those of the guarantor entity. Exceptions to this approach exist for the following disclosures, if applicable to
jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated entity.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating
outlook or rating review.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for
each credit rating.

Dean Diaz
Senior Vice President
Corporate Finance Group
Moody's Investors Service, Inc.
250 Greenwich Street
New York, NY 10007
U.S.A.
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

Peter H. Abdill, CFA
MD - Corporate Finance
Corporate Finance Group
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

Releasing Office:
Moody's Investors Service, Inc.
250 Greenwich Street
New York, NY 10007
U.S.A.
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

© 2015 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and
affiliates (collectively, “MOODY’S”). All rights reserved.
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affiliates (collectively, “MOODY’S”). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND ITS RATINGS AFFILIATES
(“MIS”) ARE MOODY’S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES,
CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH
PUBLICATIONS PUBLISHED BY MOODY’S (“MOODY’S PUBLICATIONS”) MAY INCLUDE MOODY’S
CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS,
OR DEBT OR DEBT-LIKE SECURITIES. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY
MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY
OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE
VOLATILITY. CREDIT RATINGS AND MOODY’S OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY’S PUBLICATIONS MAY ALSO INCLUDE
QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR
COMMENTARY PUBLISHED BY MOODY’S ANALYTICS, INC. CREDIT RATINGS AND MOODY’S
PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT
RATINGS AND MOODY’S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY’S
PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR
INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY’S PUBLICATIONS WITH
THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS
OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE. 

MOODY’S CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL
INVESTORS AND IT WOULD BE RECKLESS FOR RETAIL INVESTORS TO CONSIDER MOODY’S CREDIT
RATINGS OR MOODY’S PUBLICATIONS IN MAKING ANY INVESTMENT DECISION. IF IN DOUBT YOU
SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON
WITHOUT MOODY’S PRIOR WRITTEN CONSENT. 

All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable.
Because of the possibility of human or mechanical error as well as other factors, however, all information contained
herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary measures so that the
information it uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be
reliable including, when appropriate, independent third-party sources. However, MOODY’S is not an auditor and
cannot in every instance independently verify or validate information received in the rating process or in preparing
the Moody’s Publications.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors
and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or incidental losses or
damages whatsoever arising from or in connection with the information contained herein or the use of or inability to
use any such information, even if MOODY’S or any of its directors, officers, employees, agents, representatives,
licensors or suppliers is advised in advance of the possibility of such losses or damages, including but not limited
to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial
instrument is not the subject of a particular credit rating assigned by MOODY’S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors
and suppliers disclaim liability for any direct or compensatory losses or damages caused to any person or entity,
including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability
that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the
control of, MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or suppliers,
arising from or in connection with the information contained herein or the use of or inability to use any such
information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
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MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER
OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR MANNER
WHATSOEVER.

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation (“MCO”),
hereby discloses that most issuers of debt securities (including corporate and municipal bonds, debentures, notes
and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have, prior to assignment of
any rating, agreed to pay to Moody’s Investors Service, Inc. for appraisal and rating services rendered by it fees
ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and procedures to address
the independence of MIS’s ratings and rating processes. Information regarding certain affiliations that may exist
between directors of MCO and rated entities, and between entities who hold ratings from MIS and have also
publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading “Investor Relations — Corporate Governance — Director and Shareholder
Affiliation Policy.”

For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services
License of MOODY’S affiliate, Moody’s Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or
Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended
to be provided only to “wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By
continuing to access this document from within Australia, you represent to MOODY’S that you are, or are
accessing the document as a representative of, a “wholesale client” and that neither you nor the entity you
represent will directly or indirectly disseminate this document or its contents to “retail clients” within the meaning of
section 761G of the Corporations Act 2001. MOODY’S credit rating is an opinion as to the creditworthiness of a
debt obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to
retail clients. It would be dangerous for “retail clients” to make any investment decision based on MOODY’S credit
rating. If in doubt you should contact your financial or other professional adviser. 

For Japan only: MOODY'S Japan K.K. (“MJKK”) is a wholly-owned credit rating agency subsidiary of MOODY'S
Group Japan G.K., which is wholly-owned by Moody’s Overseas Holdings Inc., a wholly-owned subsidiary of
MCO. Moody’s SF Japan K.K. (“MSFJ”) is a wholly-owned credit rating agency subsidiary of MJKK. MSFJ is not a
Nationally Recognized Statistical Rating Organization (“NRSRO”). Therefore, credit ratings assigned by MSFJ are
Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an entity that is not a NRSRO and,
consequently, the rated obligation will not qualify for certain types of treatment under U.S. laws. MJKK and MSFJ
are credit rating agencies registered with the Japan Financial Services Agency and their registration numbers are
FSA Commissioner (Ratings) No. 2 and 3 respectively.

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and
municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MJKK or MSFJ (as
applicable) have, prior to assignment of any rating, agreed to pay to MJKK or MSFJ (as applicable) for appraisal
and rating services rendered by it fees ranging from JPY200,000 to approximately JPY350,000,000. 
MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.
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RESPONSE TO DEFICIENCIES (DECEMBER 11, 2015)

EXHIBIT U – Consolidated Financial Statements for PMH
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