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Supplemental Forms
In addition to completing this Main Form and Financial Worksheet (A, B or C), the
applicant(s) must complete the appropriate Supplemental Form listed below. All CON forms
can be found on the OHCA website at OHCA Forms.
Conn. Gen. Stat.
Section
19a-638(a)
(1)
(2)

Supplemental Form
Establishment of a new health care facility (mental health and/or
substance abuse) - see note below*
Transfer of ownership of a health care facility (excludes transfer of
ownership/sale of hospital – see “Other” below)

(3)

Transfer of ownership of a group practice

(4)

Establishment of a freestanding emergency department

(5)
(7)
(8)
(15)

Termination of a service:
- inpatient or outpatient services offered by a hospital
- surgical services by an outpatient surgical facility**
- emergency department by a short-term acute care general hospital
- inpatient or outpatient services offered by a hospital or other facility
or institution operated by the state that provides services that are
eligible for reimbursement under Title XVIII or XIX of the federal
Social Security Act, 42 USC 301, as amended

(6)

Establishment of an outpatient surgical facility

(9)

Establishment of cardiac services

(10)

(11)

Acquisition of equipment:
- acquisition of computed tomography scanners, magnetic resonance
imaging scanners, positron emission tomography scanners or positron
emission tomography-computed tomography scanners
- acquisition of nonhospital based linear accelerators

(12)

Increase in licensed bed capacity of a health care facility

(13)
(14)
Other

Acquisition of equipment utilizing [new] technology that has not
previously been used in the state
Increase of two or more operating rooms within any three-year period
by an outpatient surgical facility or short-term acute care general hospital
Transfer of Ownership / Sale of Hospital

*This supplemental form should be included with all applications requesting authorization for the
establishment of a mental health and/or substance abuse treatment facility. For the
establishment of other “health care facilities,” as defined by Conn. Gen. Stat § 19a-630(11) -
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hospitals licensed by DPH under chapter 386v, specialty hospitals, or a central service facility complete the Main Form only.
**If termination is due to insufficient patient volume, or it is a subspecialty being terminated, a
CON is not required.
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General Information
Name of Applicant:
Wallingford Endoscopy Center, LLC

Name of Co-Applicant:
MidState Medical Center

Project Site

Main Site

Connecticut Statute Reference:
§ 19a-638 (a) (6)
MEDICAID
TYPE OF
MAIN SITE
PROVIDER ID FACILITY
MAIN SITE NAME
Wallingford
Endoscopy Center,
LLC
OSF
Wallingford Endoscopy Center, LLC
STREET & NUMBER
863 North Main St Ext
TOWN
ZIP CODE
Wallingford
06492

PROJECT SITE
Wallingford
Endoscopy
Center, LLC

MEDICAID
PROVIDER
ID

TYPE OF
FACILITY

PROJECT SITE NAME

OSF
Wallingford Endoscopy Center, LLC
STREET & NUMBER

863 North Main St Ext
TOWN

ZIP CODE

Wallingford

06492

Operator

OPERATING CERTIFICATE
NUMBER

TYPE OF
FACILITY

LEGAL ENTITY THAT WILL OPERATE OF
THE FACILITY (or proposed operator)
Wallingford Endoscopy Center, LLC
STREET & NUMBER

863 North Main St Ext
TOWN

ZIP CODE

Wallingford

06492
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Chief Executive

NAME

Lucille Janatka
STREET & NUMBER
100 Grand Street
TOWN
New Britain
TELEPHONE
203-694-8202

TITLE
Sr. Vice President, Hartford HealthCare
President, Central Region
President, MidState Medical Center

STATE
ZIP CODE
CT
06050
E-MAIL ADDRESS
Lucille.Janatka@hhchealth.org

FAX

Title of Attachment
Is the applicant an existing facility? If yes, attach a copy of the
resolution of partners, corporate directors, or LLC managers,
as the case may be, authorizing the project.
Does the Applicant have non-profit status? If yes, attach
documentation.
Identify the Applicant’s ownership type.
Applicant's Fiscal Year (mm/dd)

YES
NO
YES
NO
PC
LLC
Corporation

Other:
____________

Start 10/1 End 9/30

Contact:
Identify a single person that will act as the contact between OHCA and the Applicant.

Contact Information

NAME

TITLE
Director, Strategic Planning Hartford
HealthCare

Barbara A. Durdy
STREET & NUMBER
181 Patricia M. Genova Blvd
TOWN
STATE
Newington
Connecticut
TELEPHONE
FAX
860-972-4231
RELATIONSHIP TO
APPLICANT
Employee

ZIP CODE
06111
E-MAIL ADDRESS
Barbara.durdy@hhchealth.org
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Prepared by

Identify the person primarily responsible for preparation of the application (optional):
NAME
TITLE
Director, Strategic Planning Hartford
Barbara A. Durdy
HealthCare
STREET & NUMBER
181 Patricia M. Genova Blvd
TOWN
STATE
ZIP CODE
Newington
Connecticut
06111
TELEPHONE
FAX
E-MAIL ADDRESS
860-972-4231
Barbara.durdy@hhchealth.org
RELATIONSHIP TO
APPLICANT
Employee
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Executive Summary

The purpose of the Executive Summary is to give the reviewer a conceptual understanding of the
proposal. In the space below, provide a succinct overview of your proposal (this may be done in
bullet format). Summarize the key elements of the proposed project. Details should be provided in
the appropriate sections of the application that follow.

This proposal is for the establishment of an outpatient surgery facility
(“OSF”) dedicated to gastroenterological services. The OSF will be owned
and operated by a Connecticut limited liability company known as
Wallingford Endoscopy Center, LLC (“WEC”).
WEC is a proposed 3 procedure room gastroenterology OSF to be located at
863 North Main St Ext, Wallingford, CT. The proposed WEC will be
operated as a joint venture between MidState Endoscopy Center Holdings,
LLC (“MEC”) (to be established) and MidState Medical Center (the
“Hospital”).
The Hospital will own a 51% controlling membership interest in WEC with
the remaining 49% interest being held by MEC, a new company that will be
owned by 9 gastroenterologists (the “Physicians”). The Physicians are all
members of the medical staff of the Hospital.
The proposed OSF will be located within a medical office building in which
the Hospital holds the master lease. Medical and administrative oversight of
the proposed facility will be provided by two (2) of the Physicians.
The proposed WEC will provide greater access to high quality, lower cost
gastroenterology services in an outpatient setting. Through increased
alignment with the Hospital, WEC will provide seamless coordination between
the inpatient and outpatient settings for gastroenterology services.
No change to the service area or payer mix is expected.
The expected total capital cost is $2,788,600
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Pursuant to Section 19a-639 of the Connecticut General Statutes, the Office of Health Care Access
is required to consider specific criteria and principles when reviewing a Certificate of Need
application. Text marked with a “§” indicates it is actual text from the statute and may be helpful
when responding to prompts.
Project Description
1. Provide a detailed narrative describing the proposal. Explain how the Applicant(s) determined
the necessity for the proposal and discuss the benefits for each Applicant separately (if multiple
Applicants). Include all key elements, including the parties involved, what the proposal will
entail, the equipment/service location(s), the geographic area the proposal will serve, the
implementation timeline and why the proposal is needed in the community.
This proposal is for the establishment of an outpatient surgery facility (“OSF”) dedicated
to gastroenterological services. The OSF will be owned and operated by a Connecticut
limited liability company known as Wallingford Endoscopy Center, LLC (“WEC”).
WEC is a proposed 3 procedure room gastroenterology OSF to be located at 863 North
Main St Ext, Wallingford, CT. The proposed WEC will be operated as a joint venture
between MidState Endoscopy Center Holdings, LLC (“MEC”) and MidState Medical
Center (the “Hospital”).
The Hospital will own a 51% controlling membership interest in WEC with the remaining
49% interest being held by the nine (9) affiliated gastroenterology physicians (the
“Physicians”) who jointly own MEC. The Physicians are all members of the medical staff
of the Hospital.
The proposed outpatient surgery facility will be located in the Wallingford Family Health
Center on North Main Street in Wallingford, Connecticut. Initially two of the three
procedure rooms will be equipped and operational and the third procedure room will be
shelled for future use to accommodate volume growth.
The Applicants’ decision to establish an outpatient surgery facility dedicated to the
provision of high-quality and cost-effective gastrointestinal services at the Wallingford
location is based upon the following considerations:
(i) the physicians who are affiliated with the Hospital desire to perform their
gastrointestinal procedures in an ambulatory center dedicated to the delivery of costeffective and high-quality gastrointestinal services in the Central Connecticut region;
(ii) patients in the Central Connecticut region desire and would benefit from access to
outpatient procedural facilities dedicated to the provision of high-quality, cost-effective and
efficient gastrointestinal services; and
(iii) payers are expecting providers to offer enhanced value at a lower cost.

7
0012

Endoscopic Outpatient Surgery Centers
Health care reform has necessitated a re-alignment of the traditional interactions between
hospitals and physicians through the creation of new models to accelerate change and bring
higher quality services at a lower cost to patients and payers alike. Consistent with national
trends, and due to technological advances in gastroenterological surgery permitting more
volume to be performed on an outpatient basis, the Hospital and its affiliated physicians
are shifting more surgical cases to a more cost-effective ambulatory surgical setting.
It is well documented that endoscopic outpatient surgery centers are more efficient than
hospital-based centers, and are less costly to both payers and patients, while providing a
superior customer experience. The continued growth in demand for endoscopic OSFs is
driven by an aging population, rising healthcare costs and a shortage of physicians in
certain markets. The demands of an aging population necessitates that physicians become
more efficient to keep up with the increasing volume of procedures.
Please see Exhibit 1 for articles describing the cost and efficiency benefits of OSFs
dedicated to endoscopy services.
The Provision of High Quality Services in a Lower Cost Environment
The proposed WEC will be considered a freestanding outpatient surgical facility for
reimbursement purposes. As a result, the payment rates paid by payers and patients will be
substantially lower than those paid for hospital-based surgical services. As Table A below
illustrates, significant savings accrue to both the payer and the patient when the
gastroenterology services are provided in an outpatient surgical facility.
Outpatient Endoscopy Services
2016 Medicare Rates - Hartford County
2016 OSF
2016 HOPD
Procedure Description CMS Payment Patient Payment*
CMS Payment Patient Payment*

$

CMS
%

$

Savings
Patient
%

$

Total System
%

Colonoscopy

$

328.00 $

109.00

$

565.00 $

188.00

$ 237.00

42%

$ 79.00

42%

$ 316.00

42%

Endoscopy

$

324.00 $

108.00

$

561.00 $

184.00

$ 237.00

42%

$ 76.00

41%

$ 313.00

42%

* Assumes 25% patient co=pay

Table A: Comparison of OSF Rates to Hospital-Based Rates for Select GI Procedures

Cost disparities between sites of service have caused organizations such as MedPAC to
encourage providers and patients to utilize lower cost settings in order to lower Medicare
spending and heighten patient autonomy. Colonoscopies and upper endoscopic procedures
accounted for almost a third of Medicare ASC spending growth between 2000 and 2007.
Therefore, OSFs dedicated to gastroenterology are well positioned to drive cost savings to
both patients and payers.
8
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As presented in Table A above, when compared to hospital-based rates, outpatient
endoscopy procedures on average save payers (CMS) approximately 42% while patients
save 42% on out-of-pocket costs.

Projected Strong Volume Growth for Outpatient Gastroenterology Procedures
Strong volume growth is projected for outpatient gastroenterology procedures both on a
national and regional level. As presented below, in Table B, The Advisory Board Company
projects outpatient gastroenterology procedures to increase by 30.2% over the next ten
years nationally and 23.1% for the primary service area defined in this application. Please
see OHCA Table 9 for a list of primary service area towns. National data suggests that
disease prevalence related to outpatient gastroenterology procedures will increase by
3.94% over the next ten years. The Advisory Board Market Scenario Planner tool also
projects a national volume growth of 46.1% for outpatient GI services in an ambulatory
surgery setting in the next 10 years.

Market

Service Line

2015
Volume

2020
Volume

2025
Volume

5 Yr
Growth

10 Yr
Growth

Primary Service Area

Gastroenterology

10,502

11,890

12,928

^13.2%

^23.1%

Connecticut

Gastroenterology

277,517

316,875

346,469

^14.2%

^24.8%

National

Gastroenterology

23,199,656

27,051,970

30,217,321

^16.6%

^30.2%

Source: Advisory Board Market Scenario Planner

Table B: Growth Volume Projections for Outpatient Gastroenterology Services

National
Primary Service
Area

GI Service Line Growth in Ambulatory Surgery Centers
2015
2020
2025
5 Yr
Volume
Volume
Volume
Growth
3,041,962
3,779,953
4,443,345
^24.3%
1,377

1,661

1,900

^20.7%

10 Yr
Growth
^46.1%
^38.0%

Source: Advisory Board Market Scenario Planner

Table C: Volume Projections for Gastroenterology Procedures in Ambulatory Surgery Centers
The two factors contributing the most to the overall projected growth in gastroenterology
services are the aging population and the rise in the incidence of obesity. Please see Exhibit
1 for journal articles describing the increasing demand for endoscopic services. As
presented below in Table D, the population of the primary service area as defined in this
application is expected to increase by 1.44% over the next 5 years and 2.77% over the next
10 years. The population for the defined service area is represented below. Almost 50% of
the population in each town has a population of 45 years or older. Clinical guidelines
suggest that all individuals should have an initial colorectal screening at age 50.
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Driver
Population
Change

5 Yr % Impact

10 Yr % Impact

1.44%

2.77%

Source: Advisory Board Market Scenario Planner

Table D: Population Growth, Primary Service Area

Age Cohort by Town
Age

Cheshire

Meriden

Wallingford

45-54

18.0%

15.0%

16.7%

55-64

14.4%

12.8%

14.0%

65+

14.7%

14.6%

17.3%

47.1%

42.4%

48.0%

Total 45+

Source: CERC Town Profile

Table E: Population by Age Cohort, Primary Service Area
Patient and Physician Preference
From the patient’s perspective, a freestanding gastroenterology (GI) center provides a
needed service in a more efficient, effective and lower cost setting; the delay between
scheduling and procedure performance is much shorter; and the procedure is performed in
a more convenient, comfortable and accessible setting. A study conducted by the US
Department of Health and Human Services Office of the Inspector General found that 98%
of the people were satisfied with their experience at an ambulatory surgical center. Reasons
cited for a preference for ASCs over larger institutions included less paperwork, lower
cost, a more convenient location and parking. Also cited were minimal wait times at the
ASC, and more organized and friendlier staff as compared to crowded and sometimes
uncomfortable settings found at larger organizations. These results are not based on an
isolated occurrence; rather they represent a very common statistical trend found in ASCs
nationwide.
Please see Exhibit 1 for articles related to this proposal.
There has been increased utilization of freestanding GI centers driven by patient
preference and lower cost to the payer as compared to hospital-based outpatient centers as
well as physician preference. Physician engagement and leadership is essential in order to
positively impact efficiency, quality and patient satisfaction. Physicians prefer to work in
an environment that allows them to have greater input with respect to operations,
equipment and scheduling. In this case, the Physicians have been the impetus for the
development of this proposal. The desire by the Physicians to establish a freestanding OSF
dedicated to gastroenterology is likely due to the fact that physicians in an OSF setting: 1)
obtain more favorable scheduling because they do not have to coordinate appointment
times with other physicians; 2) can assemble and train specialized teams of highly skilled
staff; 3) can be assured that the appropriate and necessary equipment and supplies are
available for their patients; and 4) can operate more efficiently with quicker room turnover
times between cases which equates to less down time for physicians. Providing lower cost,
10
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high quality health care requires a team of people who work well together. Specialization in
preoperative nursing care, intraoperative medical care by anesthesiologists and
postoperative care lead to greater efficiency, less deviation from best practice and higher
quality.

Impact on MidState Medical Center
As previously mentioned in this application, the Physicians are highly interested in and
motivated to establish a freestanding OSF dedicated to GI procedures. In fact, the
Physicians communicated to the Hospital that they were interested in either partnering
with Hospital to establish a freestanding GI center or if the Hospital was not interested,
pursuing this option on their own.
This proposal allows the Hospital to more efficiently align with the affiliated
gastrointestinal physicians to address all of the foregoing market and industry challenges
to ensure the delivery of cost-effective ambulatory gastrointestinal services in the Central
Connecticut region.
Patients who are at higher-risk due to medical complications or comorbidities or who
prefer to be treated in a hospital environment will continue to be able to schedule their
procedures at the Hospital. The Applicants estimate that approximately 30% of patients
receiving endoscopy services at the Hospital will continue to have those procedures
performed at the Hospital due to patient or physician preference.

2. Provide the history and timeline of the proposal (i.e., When did discussions begin internally or
between Applicant(s)? What have the Applicant(s) accomplished so far?).
Discussions regarding a partnership between the Physicians and MidState Medical Center
began in 2014. To date, the Applicants have located a site that will meet the needs of all
parties while increasing access to patients. They have also negotiated an operating
agreement, a management structure, and a physician services agreement.
3. Provide the following information:
a. utilizing OHCA Table 1, list all services to be added, terminated or modified, their physical
location (street address, town and zip code), the population to be served and the
existing/proposed days/hours of operation;
Please see OHCA Table 1.

b. identify in OHCA Table 2 the service area towns and the reason for their inclusion (e.g.,
provider availability, increased/decreased patient demand for service, market share);
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Please see OHCA Table 2.
4. List the health care facility license(s) that will be needed to implement the proposal;
Upon OHCA approval, the Wallingford Endoscopy Center, LLC will apply for a license
with the Department of Public Health.
5. Submit the following information as attachments to the application:
a. a copy of all State of Connecticut, Department of Public Health license(s) currently held by
the Applicant(s);
Please see Exhibit 2 for MidState Medical Center’s Department of Public Health
Hospital license.
b. a list of all key professional, administrative, clinical and direct service personnel related to
the proposal and attach a copy of their Curriculum Vitae;
Lucille Janatka, Sr. VP Hartford HealthCare and President of Harford HealthCare Central Region
Gary Havican, VP Operations for Hartford HealthCare Central Region
Carolyn Freiheit, VP Finance Central Region
Douglas Miller, MD, Connecticut GI, PC
Housein Wazaz, MD, MidState Gastroenterology Specialists, PC
Please see Exhibit 3 for copies of curriculum vitae for these key personnel.
c. copies of any scholarly articles, studies or reports that support the need to establish the
proposed service, along with a brief explanation regarding the relevance of the selected
articles;
Please see Exhibit 1 for articles and studies related to this proposal.
d. letters of support for the proposal;
Please see Exhibit 4 for copies of letters of support related to this proposal.
e. the protocols or the Standard of Practice Guidelines that will be utilized in relation to the
proposal. Attach copies of relevant sections and briefly describe how the Applicant proposes
to meet the protocols or guidelines.
Please see link below to the Standard of Practice Guidelines for Ambulatory Surgery
Centers, Accreditation Association for Ambulatory Health Care Centers (the
“AAAHC”). The OSF will meet and maintain all national standards required to
achieve accreditation by the AAAHC.

12
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www.aaahc.org

f. copies of agreements (e.g., memorandum of understanding, transfer agreement, operating
agreement) related to the proposal. If a final signed version is not available, provide a draft
with an estimated date by which the final agreement will be available.
Please see Exhibit 5 for a draft of the Operating Agreement for the proposed WEC.
In addition, please see Exhibit 6 for a draft of the Patient Transfer Agreement Between
MidState Medical Center and WEC.

Public Need and Access to Care
§ “Whether the proposed project is consistent with any applicable policies and
standards adopted in regulations by the Department of Public Health;”
(Conn.Gen.Stat. § 19a-639(a)(1))
6. Describe how the proposed project is consistent with any applicable policies and standards in
regulations adopted by the Connecticut Department of Public Health.
The proposed alignment of WEC and MidState Medical Center enhances care
coordination, and provides efficiencies that result in high quality, affordable, and more
accessible care.
For a description of how the project aligns with the Connecticut Department of Public
Health Statewide Health Care Facilities and Services Plan, please see the response to
Question 7 below.
§ “The relationship of the proposed project to the statewide health care
facilities and services plan;” (Conn.Gen.Stat. § 19a-639(a)(2))
7. Describe how the proposed project aligns with the Connecticut Department of Public Health
Statewide Health Care Facilities and Services Plan, available on OHCA’s website.
The proposal is consistent with the Statewide Health Care Facilities and Services Plan (the
“Plan”) published by OHCA in October of 2012 and supplemented in 2014.
“The guiding principles of the Plan are intended to:
• Promote and support the long term viability of the state’s health care delivery system;
• Ensure that any regulated service will maintain overall access to quality health care;
• Promote equitable access to health care services (e.g., reducing financial barriers,
increasing availability of physicians) and facilitate access to preventive and medically
necessary health care;
13
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• Encourage collaboration among health care providers to develop health care delivery
networks;
• Support the need for a sufficient health care workforce that facilitates access to the
appropriate level of care in a timely manner (e.g., optimal number of primary and specialty
care providers);
• Maintain and improve the quality of health care services offered to the state’s residents;
• Promote planning that helps to contain the cost of delivering health care services to its
residents;
• Encourage regional and local participation in discussions/collaboration on health care
delivery, financing and provider supply;
• Promote public policy development through measuring and monitoring unmet need;
and
• Promote planning or other mechanisms that will achieve appropriate allocation of
health care resources in the state.” (Plan at p. 2).
As stated in the Plan, mergers, affiliations and acquisitions are part of Connecticut’s health
care system as a response to changes in the way health care is delivered and financed.
(Plan at pp. 7-8, Sec. 1.8.5). The proposed WEC will provide high-quality and lower-cost
gastrointestinal procedure services. Both quality and lower costs will contribute to the
financial strength of the State’s health care system.
.
Such benefits include economies of scale when purchasing supplies and services, sharing of
best practices, increased ability to participate in evolving payer models, improved access to
capital, and integration with the Hospitals’ Centers of Excellence in the wider Hartford
HealthCare network.
Further, the proposal will maintain and expand patient access to GI services in an
outpatient setting. Equitable access to WEC’s health care services will be promoted
through the proposal as WEC will adopt the Hospital’s charity care policy.
Quality will be improved as the proposal will encourage WEC and the Hospital to
collaborate to provide the highest quality GI services. The proposal also promotes
planning to contain costs by utilizing any applicable economies of scale and promoting the
use of freestanding outpatient surgical services in the Service Area as a lower cost
alternative to hospital-based surgery. This proposal provides patients with an alternative
to hospital-based procedures, provides patients with more flexibility in selecting treatment
options, and further ensures that patients receive care in the most appropriate setting.
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§ “Whether there is a clear public need for the health care facility or services
proposed by the applicant;” (Conn.Gen.Stat. § 19a-639(a)(3))
8. With respect to the proposal, provide evidence and documentation to support clear public need:
a. identify the target patient population to be served;
The proposed WEC will continue to serve those patients currently receiving services at
MidState Medical Center and will provide close access to Wallingford and the
surrounding communities.
b. discuss how the target patient population is currently being served;
Please see the response to Question 8a above. MidState Medical Center provides
gastrointestinal services to the Central Connecticut region including Wallingford and
the surrounding communities. No change in services or patient population is
anticipated due to the implementation of this proposal.
c. document the need for the equipment and/or service in the community;
N/A. No new equipment or services will be added.
d. explain why the location of the facility or service was chosen;
The medical office building in Wallingford was chosen as the location for the proposed
OSF for the following reasons: (i) the Wallingford location is easily accessible for
residents of the Service Area; (ii) the Wallingford has existing procedure room capacity
and space, and (iii) the Wallingford Family Health Center located within the same
medical office building is considered a patient- and consumer-oriented site that
provides additional health services in a value-based setting.
e. provide incidence, prevalence or other demographic data that demonstrates community need;
The two factors contributing the most to the overall projected growth in endoscopic
services are an aging population and rise in the prevalence of obesity. Please see the link
below for a copy of MidState Medical Center’s 2015 Community Health Needs
Assessment.
http://midstatemedical.org/File%20Library/Unassigned/2015-PRC-CHNA-Report.pdf
According to Connecticut's legislative committee on aging, by 2040, Connecticut’s
population of people age 65 and older is projected to grow 57% but the population of
people 20-64 is only projected to grow by less than 2%. CERC Town Profile data shows
that in the Hospital’s primary service area, 45.8% of the population is 45 years old or
older. The U.S. Preventive Services Task Force (USPSTF) recommends screening for
colorectal cancer using fecal occult blood testing, sigmoidoscopy, or colonoscopy in
15
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adults, beginning at age 50 years and continuing until age 75 years. There is convincing
evidence that screening with any of the three recommended tests (FOBT,
sigmoidoscopy, colonoscopy) reduces colorectal cancer mortality in adults age 50 to 75
years. According to the Hospital’s CHNA the population of the Hospital’s service area
age 50-75 that receive colorectal cancer screening is 84.2%, which exceeds the US
percentage and proves that colorectal screenings are being highly utilized and there is a
need for this service.
The MidState Medical Center CHNA identified obesity as an area of opportunity, as
66.5% of adults in the Hospital’s Area are considered overweight or obese while 33.4%
are considered obese. Obesity is overwhelmingly prevalent in the United States. As of
the 2004 National Health and Nutrition Examination Survey, 1 in 3 Americans had a
body mass index (BMI) exceeding 30 kg/m2, and the obesity epidemic shows no signs of
abating. Functional gastrointestinal disorders (FGIDs) such as irritable bowel
syndrome (IBS) and functional dyspepsia are also extremely prevalent. It is well
established that obesity is associated with gastroesophageal reflux disease (GERD).
Further, epidemiologic data indicates that obesity is associated with a wide range of
chronic gastrointestinal (GI) complaints, many of which overlap with Functional
gastrointestinal disorders (FGIDs) such as IBS or dyspepsia. This association raises the
possibility that obesity and FGIDs may be mechanistically linked and that studying this
relationship might provide insights into the pathophysiology of several FGIDs. Studies
also conclude that gastro-oesophageal reflux (GORS) is associated with obesity; this
appears to be explained by increased upper endoscopy findings in obesity.
Please see Exhibit 1 for a copy of an article on the relationship between obesity and
functional gastrointestinal disorders.

f. discuss how low income persons, racial and ethnic minorities, disabled persons and other
underserved groups will benefit from this proposal;
MidState Medical Center provides services to all patients regardless of race, ethnicity,
religion, income or ability to pay for services. The proposed WEC will adopt the same
policy and the charity care policies of the Hospital.
Please see Exhibit 7 for a copy of Harford HealthCare’s Financial Assistance Policy,
which applies to the Hospital.
g. list any changes to the clinical services offered by the Applicant(s) and explain why the
change was necessary;
N/A. The proposed OSF will shift low-risk procedures to an outpatient setting at the
proposed WEC.

h. explain how access to care will be affected;
16
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Access to care will not be disrupted or negatively affected as a result of this proposal.
Access to care will increase as this proposal as patients in the Central Connecticut
region desire and would benefit from access to outpatient procedural facilities
dedicated to the provision of high-quality, cost-effective and efficient gastrointestinal
services.
i. discuss any alternative proposals that were considered.
As previously stated, the Physicians considered two (2) options: 1) partnering with the
Hospital to establish a freestanding OSF, or 2) pursuing this proposal without the
Hospital as a partner.

§ “Whether the applicant has satisfactorily demonstrated how the proposal will
improve quality, accessibility and cost effectiveness of health care delivery in
the region, including, but not limited to, (A) provision of or any change in the
access to services for Medicaid recipients and indigent persons;
(Conn.Gen.Stat. § 19a-639(a)(5))
9. Describe how the proposal will:
a. improve the quality of health care in the region;
This proposal will ensure continued provision of high quality gastrointestinal services.
Both of the applicants seek to provide the highest quality care possible and the
proposed OSF will allow for this to occur with better access at a lower cost.
ASCs are highly regulated by federal and state entities. The safety and quality of care
offered in ASCs is evaluated by independent observers through three processes: state
licensure, Medicare certification and voluntary accreditation.
b. improve accessibility of health care in the region; and
Please see the response to Question 8h above.
c. improve the cost effectiveness of health care delivery in the region.
The ASC will provide greater value with respect to gastrointestinal procedural services
for less cost. For all the reasons described herein, the ASC is an important health-care
delivery model in a value-based purchasing environment. By reducing costs and
enhancing value, the ASC will have an overall positive impact on the health care
delivery system with little or no adverse impact on other providers.
A study from the American Journal of Gastroenterology states that ASCs are paid a
fraction of what is paid to hospitals for the same procedures under Medicare, and a
17
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migration from other settings to ASCs could reduce Medicare spending. Further, the
results from the study suggest that ASC growth at the historical rates could save
Medicare millions of dollars.
Further, a Medicare beneficiary could pay as much as $186 in coinsurance for a
colonoscopy performed in a hospital outpatient department, whereas they would pay
only $89 if the same procedure was performed in an ASC. The study represented in
article by the AJG also suggests that ACSs could play an important role in moving to a
healthcare system that offers greater value through high quality care at a lower cost.
Please see Exhibit 1 for copies of articles describing the efficiency and cost benefits of
an OSF.
10. How will this proposal help improve the coordination of patient care (explain in detail regardless
of whether your answer is in the negative or affirmative)?
The proposed OSF would provide single specialty care. Clinical focus on a single specialty
allows greater opportunity for patient education and engagement, quality enhancement,
improved outcomes, better efficiency in facility utilization and focused follow-up and
coordination of care. In addition, WEC will be an EPIC medical record site, connecting
WEC to patient records at MidState Medical Center and other Hartford HealthCare
facilities.
11. Describe how this proposal will impact access to care for Medicaid recipients and indigent
persons.
If this proposal is approved, Wallingford Endoscopy Center, LLC will comply with
Hartford HealthCare’s Financial Assistance policy which includes the provision of services
to indigent populations. In addition, please see the responses to Questions 8f and 8h, above.
12. Provide a copy of the Applicant’s charity care policy and sliding fee scale applicable to the
proposal.
Please see Exhibit 7 for a copy of Hartford Healthcare’s Financial Assistance Policy.
§ “Whether an applicant, who has failed to provide or reduced access to
services by Medicaid recipients or indigent persons, has demonstrated good
cause for doing so, which shall not be demonstrated solely on the basis of
differences in reimbursement rates between Medicaid and other health care
payers;” (Conn.Gen.Stat. § 19a-639(a)(10))
13. If the proposal fails to provide or reduces access to services by Medicaid recipients or indigent
persons, provide explanation of good cause for doing so.
The proposal does not fail to provide or reduce access to services by Medicaid recipients or
indigent persons. No changes to the services are anticipated. WEC will adopt Hartford
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HealthCare’s Financial Assistance Policy.
§ “Whether the applicant has satisfactorily demonstrated that any consolidation
resulting from the proposal will not adversely affect health care costs or
accessibility to care.” (Conn.Gen.Stat. § 19a-639(a)(12))
14. Will the proposal adversely affect patient health care costs in any way? Quantify and provide the
rationale for any changes in price structure that will result from this proposal, including, but not
limited to, the addition of any imposed facility fees.
Patient health care costs will not be negatively affected in any way with the approval of this
proposal. In fact, this proposal lowers overall costs to both payers and patients.

Financial Information
§ “Whether the applicant has satisfactorily demonstrated how the proposal will
impact the financial strength of the health care system in the state or that the
proposal is financially feasible for the applicant;” (Conn.Gen.Stat. § 19a639(a)(4))
15. Describe the impact of this proposal on the financial strength of the state’s health care system or
demonstrate that the proposal is financially feasible for the applicant.
In large part due to health care reform, historically independent operations such as
physician practices and hospitals are forming mutually beneficial partnerships. The shift
from independent to integrated systems provides efficiencies that result in high quality,
affordable care. Further, Wallingford Endoscopy Center, LLC will be a lower cost
provider of gastrointestinal services in the Central Connecticut Region. Payers encourage
utilization of OSFs through the use of deductibles and co-pays that incent patients to seek
care at WEC.
16. Provide a final version of all capital expenditure/costs for the proposal using OHCA Table 3.
Please see OHCA Table 3.

17. List all funding or financing sources for the proposal and the dollar amount of each. Provide
applicable details such as interest rate; term; monthly payment; pledges and funds received to
19
0024

date; letter of interest or approval from a lending institution.
Equity Contribution
Long Term Debt
Capital

773,775
2,014,825
2,788,600

Terms: 7 years, 6% interest, monthly payment $29,434
Please see Exhibit 8 for a copy of the Letter of Interest from Bank of America.

18. Include as an attachment:
a. audited financial statements for the most recently completed fiscal year. If audited financial
statements do not exist, provide other financial documentation (e.g., unaudited balance sheet,
statement of operations, tax return, or other set of books). Connecticut hospitals required to
submit annual audited financial statements may reference that filing, if current;
Please see the FY 2015 audited financial statements for Hartford HealthCare on file
with the Office of Health Care Access.

b. completed Financial Worksheet A (non-profit entity), B (for-profit entity) or C (§19a486a sale), available on OHCA’s website under OHCA Forms, providing a summary of
revenue, expense, and volume statistics, “without the CON project,” “incremental to the
CON project,” and “with the CON project.” Note: the actual results reported in the
Financial Worksheet must match the audited financial statement that was submitted or
referenced.
Please see Exhibit 9 for the completed Financial Worksheet A and B.
19. Complete OHCA Table 4 utilizing the information reported in the attached Financial
Worksheet.
Please see OHCA Table 4.
20. Explain all assumptions used in developing the financial projections reported in the Financial
Worksheet.
Please see Exhibit 10 for all financial assumptions used in developing the Financial
Worksheets.

21. Explain any projected incremental losses from operations resulting from the implementation of
the CON proposal.
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0025

N/A
22. Indicate the minimum number of units required to show an incremental gain from operations for
each projected fiscal year.

*Units required to
show incremental gain

FY2018

FY2019

FY2020

FY 2021

4,869

4,972

4,991

5,006

*Minimum number of units based on actual costs divided by average reimbursement per case.
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Utilization
§ “The applicant's past and proposed provision of health care services to
relevant patient populations and payer mix, including, but not limited to,
access to services by Medicaid recipients and indigent persons;”
(Conn.Gen.Stat. § 19a-639(a)(6))

23. Complete OHCA Table 5 and OHCA Table 6 for the past three fiscal years (“FY”), current
fiscal year (“CFY”) and first three projected FYs of the proposal, for each of the Applicant’s
existing and/or proposed services. Report the units by service, service type or service level.

FY2015

Projected Growth at MidState and WEC
Base Year FY
2016
FY2018
FY2019
FY2020

FY2021

MidState

8,977

10,128

2,940

3,028

3,119

3,213

WEC

-

-

6,860

7,066

7,278

7,496

Total

8,977

10,128

9,800

10,094

10,397

10,709

*Assumed growth for MidState Medical Center and WEC 3%
year over year

Projected volumes for assume an approximate 70% shift of outpatient endoscopy services from
MidState to WEC.
Please see OHCA Table 5 and Table 6
24. Provide a detailed explanation of all assumptions used in the derivation/ calculation of the
projected service volume; explain any increases and/or decreases in volume reported in OHCA
Table 5 and 6.
Explanation for the increased volume from FY 2015 to FY 2016 is as follows:
(1). Increased number of endoscopic retrograde cholangiopancreatography (ERCP)
procedures performed in FY16 than the previous year.
(2). MidState began an outpatient acid reflux clinic and referred patients there for
endoscopy diagnosis.
25. Provide the current and projected patient population mix (number and percentage of patients by
payer) for the proposal using OHCA Table 7 and provide all assumptions. Note: payer mix
should be calculated from patient volumes, not patient revenues.
Please see OHCA Table 7.
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§ “Whether the applicant has satisfactorily identified the population to be
served by the proposed project and satisfactorily demonstrated that the
identified population has a need for the proposed services;” (Conn.Gen.Stat.
§ 19a-639(a)(7))
26. Describe the population (as identified in question 8(a)) by gender, age groups or persons with a
specific condition or disorder and provide evidence (i.e., incidence, prevalence or other
demographic data) that demonstrates a need for the proposed service or proposal. Please note: if
population estimates or other demographic data are submitted, provide only publicly available
and verifiable information (e.g., U.S. Census Bureau, Department of Public Health, CT State
Data Center) and document the source.
Not applicable. No new services are being provided.

27. Using OHCA Table 8, provide a breakdown of utilization by town for the most recently
completed fiscal year. Utilization may be reported as number of persons, visits, scans or other
unit appropriate for the information being reported.
Please see OHCA Table 8.
§ “The utilization of existing health care facilities and health care services in
the service area of the applicant;” (Conn.Gen.Stat. § 19a-639(a)(8))
28. Using OHCA Table 9, identify all existing providers in the service area and, as available, list the
services provided, population served, facility ID (see table footnote), address, hours/days of
operation and current utilization of the facility. Include providers in the towns served or
proposed to be served by the Applicant, as well as providers in towns contiguous to the service
area.
Please see OHCA Table 9.
29. Describe the effect of the proposal on these existing providers.
There will be little or no impact on existing providers since the gastrointestinal physicians
who are performing their procedural cases in the Service Area will be the same physicians
who will be performing gastrointestinal procedures at the proposed OSF. Specifically, this
application does not add operating rooms, but adds procedure rooms and shifts outpatient
volume from the Hospital’s procedure rooms to a more cost-effective, patient accessible
and operationally efficient environment.
30. Describe the existing referral patterns in the area served by the proposal.
The existing referral patterns for outpatient endoscopy services are primarily from
providers in the Service Area whose patients require procedures due to illness or for
23
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screening and can safely be formed at an outpatient center.

31. Explain how current referral patterns will be affected by the proposal.
Current referral patterns will not be affected by the proposal.

§ “Whether the applicant has satisfactorily demonstrated that the proposed
project shall not result in an unnecessary duplication of existing or approved
health care services or facilities;” (Conn.Gen.Stat. § 19a-639(a)(9))
32. If applicable, explain why approval of the proposal will not result in an unnecessary duplication
of services.
This proposal will not result in unnecessary duplicative services as low-risk patients
previously treated in a higher cost hospital-based setting will be treated in the proposed
OSF at significantly lower cost.
§ “Whether the applicant has satisfactorily demonstrated that the proposal will
not negatively impact the diversity of health care providers and patient choice
in the geographic region;” (Conn.Gen.Stat. § 19a-639(a)(11))

33. Explain in detail how the proposal will impact (i.e., positive, negative or no impact) the diversity
of health care providers and patient choice in the geographic region.
The diversity of health care providers in the region will not change as a result of this
proposal. The proposal will enhance consumer choice in the Service Area by offering an
alternative high-quality, lower-cost option for certain surgical procedures.
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Tables
TABLE 1
APPLICANT'S SERVICES AND SERVICE LOCATIONS

Service
Wallingford
Endoscopy
Center, LLC

Street Address, Town

Population Served

Days/Hours of
Operation

Proposed location at 863 North Main St Ext,
Wallingford, CT

New Service or
Proposed
Termination
New Service

[back to question]

TABLE 2
SERVICE AREA TOWNS
List the official name of town* and provide the reason for inclusion.

Town*

Reason for Inclusion

Wallingford,
Cheshire, Meridian

More than 80% of all MidState Medical
Center discharges originate from these
towns.

* Village or place names are not acceptable.

[back to question]
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TABLE 3
TOTAL PROPOSAL CAPITAL EXPENDITURE
Purchase/Lease

Cost

Equipment (Medical, Non-medical, Imaging)

598,825

Land/Building Purchase*
Construction/Renovation**

1,683,775

Other (specify)****

506,000

Total Capital Expenditure (TCE)

2,788,600

Lease (Medical, Non-medical, Imaging)***

N/A

Total Lease Cost (TLC)

N/A

Total Project Cost (TCE+TLC)

2,788,600

* If the proposal involves a land/building purchase, attach a real estate property
appraisal including the amount; the useful life of the building; and a schedule of depreciation.
** If the proposal involves construction/renovations, attach a description of the proposed
building work, including the gross square feet; existing and proposed floor plans; commencement date
for the construction/ renovation; completion date of the construction/renovation; and commencement
of operations date.
*** If the proposal involves a capital or operating equipment lease and/or purchase,
attach a vendor quote or invoice; schedule of depreciation; useful life of the equipment; and
anticipated residual value at the end of the lease or loan term.

****Other includes Pre Opening Development expense.
[back to question]

TABLE 4
WEC PROJECTED INCREMENTAL REVENUES AND EXPENSES
FY 2018*

FY 2019*

FY 2020*

Revenue from Operations

3,947,648

4,132,129

4,326,166

Total Operating Expenses

2,799,668

2,907,709

2,964,520

Gain/Loss from Operations

1,147,980

1,224,420

1,361,646

* Fill in years using those reported in the Financial Worksheet attached.

[back to question]
TABLE 4
MIDSTATE PROJECTED INCREMENTAL REVENUES AND EXPENSES
FY 2018*
Revenue from Operations

$585,470

Total Operating Expenses

0

Gain/Loss from Operations

$585,470

FY 2019*
$624,454
0
$624,454

FY 2020*
$694,440
0
$694,440

* Fill in years using those reported in the Financial Worksheet attached.

26
0031

TABLE 5
MIDSTATE MEDICAL CENTER HISTORICAL UTILIZATION BY SERVICE
Actual Volume
(Last 3 Completed FYs)

Last
completed
fiscal year

CFY
Volume*

Service**

FY 2013***

FY 2014***

FY 2015***

FY 2016***

FY 2017

Endoscopy

3,473

3,857

4,142

5,685

317

Colonoscopy

4,599

4,949

4,835

4443

410

8,072
8,806
8,977
10,128
727
Total
* For periods greater than 6 months, report annualized volume, identifying the number of actual months
covered and the method of annualizing. For periods less than 6 months, report actual volume and identify the
period covered.
** Identify each service type and level adding lines as necessary. Provide the number of visits or discharges
as appropriate for
each service type and level listed.
*** Fill in years. If the time period reported is not identical to the fiscal year reported in Table 4 of the
application, provide the
date range using the mm/dd format as a footnote to the table.
Data Source: Internal Decision Support
FY 2017 represents 1 month of volume.
Please see response to Question 24 for an explanation of volume increase from FY2015 to FY2016.
[back to question]

27
0032

Service*

TABLE 6
PROJECTED UTILIZATION BY SERVICE
Projected Volume
FY 2018**
FY 2019**
FY 2020**

Endoscopy

2,610

2,688

2,769

Colonoscopy

4,250

4,378

4,509

Total

6,860

7,066

7,278

* Identify each service type by location and add lines as necessary. Provide
the number of visits/discharges as appropriate for each service listed.
** If the first year of the proposal is only a partial year, provide the first
partial year and then the first three full FYs. Add columns as necessary. If
the time period reported is not identical to the fiscal year reported in Table
4 of the application, provide the date range using the mm/dd format as a
footnote to the table.
Projected volume assumes approximately 70% of the outpatient GI volume will shift
from MidState Medical Center to WEC.

[back to question]
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TABLE 7
APPLICANT’S CURRENT & PROJECTED PAYER MIX
Wallingford Endoscopy Center, LLC

Projected
Payer

FY 2018**

FY 2019**

FY 2020**

Discharges

%

Discharges

%

Discharges

%

Medicare*

2,041

29.75%

2,102

29.75%

2,165

29.75%

Medicaid*

1,915

27.92%

1,973

27.92%

2,032

27.92%

CHAMPUS
& TriCare

52

0.76%

54

0.76%

55

0.76%

Total
Government

4,008

58.43%

4,129

58.43%

4,252

58.43%

2,802

40.85%

2,886

40.85%

2,972

40.85%

50

0.73%

52

0.73%

54

0.73%

0

0.00%

0

0.00%

0

0.00%

Total NonGovernment

2,852

41.57%

2,938

41.57%

3,025

41.57%

Total Payer
Mix

6,860

100.00%

7,006

100.00%

7,278

100.00%

Commercial
Insurers
Uninsured
Workers
Compensation

* Includes managed care activity.
** Fill in years. Ensure the period covered by this table corresponds to the period covered in the
projections provided. New programs may leave the “current” column blank.
This table reflects the projected payer mix for the proposed WEC.
[back to question]
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TABLE 8
MidState Medical Center Outpatient GI UTILIZATION BY TOWN

Town

Utilization
FY 2016**

Meriden
Cheshire
Wallingford
Southington
New Britain
Waterbury
All other towns
Total

4351
710
1808
473
369
264
2,153
10,128

* List inpatient/outpatient/ED volumes separately, if applicable
** Fill in most recently completed fiscal year.

[back to question]

TABLE 9
SERVICES AND SERVICE LOCATIONS OF EXISTING PROVIDERS
Facility's Provider
Population
Name,
Facility
Service or Program Name
ID*
Street Address and
Served
Town

Masonic Care

MidState Medical Center

N/A

N/A

Please see table 8
above

Hours/Days
of
Operation

Current
Utilization

22 Masonic Ave,
Wallingford CT

8am4:30pm

N/A

435 & 455 Lewis
Avenue Meriden,
CT 06451

7am-5pm

N/A

* Provide the Medicare, Connecticut Department of Social Services (DSS), or National Provider Identifier (NPI) facility
identifier and label column with the identifier used.

[back to question]
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Supplemental CON Application Form
Establishment of an Outpatient Surgical Facility
Conn. Gen. Stat. § 19-638(a)(6)

Applicant: Wallingford Endoscopy Center, LLC and MidState Medical Center

Project Name: The Establishment of a Gastrointestinal Outpatient Surgery Facility
in Wallingford, Connecticut.

0036

1. Project Description: Outpatient Surgical Facility
Report the number of proposed operating rooms. Identify the number to be equipped and
utilized and the number to be built and shelled for future use.
The proposed outpatient surgery facility will be located in the Wallingford Family
Health Center on North Main Street in Wallingford, Connecticut. Initially two of the
three procedure rooms will be equipped and operational and the third procedure room
will be shelled for future use to accommodate volume growth.
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2. Clear Public Need
a. List all existing providers of the proposed service in the towns listed in Table 2 of the
Main Application (Applicant’s service area towns) and in nearby towns.
TABLE A
EXISTING SERVICE PROVIDERS AND OPERATING ROOM CAPACITY

Number of Operating Rooms
Facility
Name

Facility
ID*

Facility
Address
Available1 Utilized2

Estimated
Capacity
for
Proposal

Not
Utilized3

Equipped
for
Min5 Max6
4
Proposal

Current
Utilization7

MidState
Medical
Center

435 Lewis
Ave,
Meriden

9 n/a

n/a

n/a

n/a

n/a

n/a

MasoniCare
Health
Center

22 Masonic
Ave,
Wallingford

2 n/a

n/a

n/a

n/a

n/a

n/a

Central
Connecticut
Endoscopy
Center

440 New
Britain
Ave,
Plainville

3 n/a

n/a

n/a

n/a

n/a

n/a

Middlesex
Endoscopy
Center

410
Saybrook
Rd,
Middletown

3 n/a

n/a

n/a

n/a

n/a

n/a

* Please provide either the Medicare, Connecticut Department of Social Services (DSS), or National
Provider Identifier (NPI) facility identifier and label
column with the identifier used.
1
Include used, equipped, and shell space.
2
Include those actually used to perform surgeries.
3
Include those that are equipped but not used.
4
Include those rooms that are uniquely equipped to perform the types of surgeries included in the
proposal.
5
Minimum number of surgical cases to be performed in a single operating room for one year.
Provide an explanation of the criteria or basis used to estimate the number.
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6

Maximum number of surgical cases of the type included in the proposal that can optimally be
performed in a single operating room in one
year. Provide an explanation of the criteria or basis used to estimate the number.
7
Report the number of surgical cases for the most current 12 month period and identify the
period covered
Much of the operating and utilization information requested in Table A above is
proprietary and not publicly available.

3. Projected Volume
a. Provide the calculations used to determine the proposed number of operating rooms
(relate this to the projected volumes, including information such as the estimated number
of procedures per room). Include relevant documentation to support these estimates.
Volume projections were conservatively projected at an increase of 3% per year
based on expected increases in volume due to aging population and increased access
to services.

b. Complete the following tables for the first three projected FYs of the proposal for the
outpatient surgical volume of each of the Applicants and physicians involved in the
proposal.
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TABLE B
PROJECTED SURGICAL VOLUME BY SPECIALTY (E.G., THORACIC, ORTHOPEDIC,
ETC.)
Projected Surgical Case Volume
(First 3 Full Operational FYs)*

Total

Specialty**

FY 18

FY 19

FY 20

Endoscopy

2,610

2,688

2,769

Colonoscopy

4,250

4,378

4,509

6,860
7,066
7,278
* If the first year of the proposal is only a partial year, provide the first partial
year
and then the first three full FYs. Add columns as necessary.
** Identify the number of surgical cases for each specialty – add lines as
necessary.
*** Fill in years. In a footnote, identify the period covered by the Applicant’s
FY (e.g., July 1-June 30, calendar year, etc.)
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TABLE C
PROJECTED SURGICAL VOLUME BY OPERATING ROOM

Projected Surgical Case Volume
(First 3 Full Operational FYs)*
Operating Room**

FY 18

FY 19

FY 20

Procedure Room 1

3,430

3,533

3,639

Procedure Room 2

3,430

3,533

3,639

Total
6,860
7,066
7,278
If the first year of the proposal is only a partial year, provide the first
partial year and then the first three full FYs. Add columns as necessary.
** Identify the number of surgical cases for each operating room – add
lines as necessary.
*** Fill in years. In a footnote, identify the period covered by the Applicant’s FY (e.g.,
July 1-June 30, calendar year, etc.)
*

c. Provide a detailed description of all assumptions used in the derivation/calculation of the
projected volumes.
Please see Exhibit 10.
4. Quality Measures

a. For non-hospital Applicants only, provide transfer agreements with hospitals in close
proximity to the proposed facility.
Please see Exhibit 6, from the Main Application, for a copy of a Draft Transfer
Agreement Between Wallingford Endoscopy Center, LLC and MidState Medical
Center.
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List of Exhibits
Exhibit 1: Articles related to this proposal.
Exhibit 2: MidState Medical Center Department of Public Health Hospital License.
Exhibit 3: Curriculum vitae for key personnel.
Exhibit 4: Letters of support related to this proposal.
Exhibit 5: Draft Operating Agreement.
Exhibit 6: Draft Transfer Agreement between MidState Medical Center and WEC.
Exhibit 7: Hartford Healthcare’s Financial Assistance Policy.
Exhibit 8: Letter of Interest from Bank of America.
Exhibit 9: Financial Worksheet A and B.
Exhibit 10: Financial assumptions used in this proposal.
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Exhibit 1: Articles related to this proposal.
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0059
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Exhibit 2: MidState Medical Center Department of Public Health Hospital License.
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Exhibit 3: Curriculum vitae for key personnel.
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0080
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Exhibit 4: Letters of support related to this proposal.
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Exhibit 5: Draft Operating Agreement.
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DRAFT

OPERATING AGREEMENT
OF
WALLINGFORD ENDOSCOPY CENTER, LLC

A CONNECTICUT LIMITED LIABILITY COMPANY

DATED AS OF [

], 2016
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OPERATING AGREEMENT
OF
WALLINGFORD ENDOSCOPY CENTER, LLC

This Operating Agreement (this “Agreement”) is entered into as of this [ ] day of [
2016 (“Effective Date”), by and among the signatories hereto.

],

EXPLANATORY STATEMENT
WHEREAS, the parties have agreed to organize and operate a limited liability company
in accordance with the terms of, and subject to the conditions set forth in, this Agreement; and
WHEREAS, the parties wish to establish a facility for the provision of outpatient G.I.
endoscopy surgery and related care services as contemplated by the vision of the Members,
including, without limitation, creating a facility focused on providing services which are high
quality, cost efficient, coordinated and collaborative, and patient centric, and as to the extent
compatible with and in furtherance of the charitable purposes of the Class A Member; and
WHEREAS, the parties have agreed to own and operate a limited liability company
pursuant to Internal Revenue Service Revenue Ruling 2004-51, 2004-22 C.B. 974, in such a
manner as to neither (i) jeopardize the status of the Class A Member as an organization exempt
from federal income taxation pursuant to Code Section 501(a) as an organization described in
Code Section 501(c)(3), nor (ii) generate any “unrelated business taxable income” for the Class
A Member as such term is used in Code Section 512(a);
NOW, THEREFORE, for good and valuable consideration, the sufficiency of which is
hereby acknowledged, the parties, intending legally to be bound, agree as follows:
ARTICLE I
ORGANIZATION OF THE COMPANY
1.01

Organization.

On [
], 2016, the Company was organized as a Connecticut limited liability
company by the execution and delivery of Articles of Organization to the Connecticut Secretary
of the State in accordance with and pursuant to the Act.
1.02

Name of the Company.

The name of the Company is WALLINGFORD ENDOSCOPY CENTER, LLC. The
Company may do business under that name and under any other name or names that the
Management Committee may select. If the Company does business under a name other than that
set forth in its Articles of Organization, then the Company shall amend its Articles of
Organization or file a trade name certificate as required by Applicable Law.
1.03

Principal Place of Business.
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The principal place of business and the office of the Company shall be located at, and the
Company’s business shall be conducted from 455 Lewis Avenue, Meriden, CT 06451. The
Company may locate its place of business at any other place or places as the Management
Committee may deem advisable.
1.04

Statutory Agent.

The name of the statutory agent of the Company for service of process on the Company
in the State of Connecticut shall be [
], whose address is [
]. The Company may change its statutory agent if it is deemed advisable by the Management
Committee. If the Company changes its statutory agent, the Company shall file the name and
address of the new statutory agent with the Connecticut Secretary of the State as required by the
Act.
1.05

Term.

The existence of the Company shall be perpetual and shall continue unless and until the
Company is dissolved, wound up and terminated in accordance with this Agreement.
1.06

Purpose.

Subject to Section 1.07(a), the purposes to be promoted or carried out by the Company
shall be as follows:
(a)
The Company shall be organized, operated and managed in a manner that
is exclusively in furtherance of the Class A Member’s tax-exempt charitable purposes
under Section 501(c)(3) of the Code, including, without limitation, promoting health and
providing or expanding access to healthcare services for a broad cross section of the
community in a manner that complies with and is in furtherance of the community benefit
standard in Revenue Ruling 69-545. Specifically, and without limiting the generality of
the foregoing, the Company shall ensure that it is operated and managed in a manner that:
(i) provides access to patient care services based on medical necessity, without regard to
characteristics such as a person’s race, creed, national origin, gender, age, sexual
orientation, physical or mental disability, payor source or ability to pay; (ii) provides
access to patient care services to individuals covered by Medicare and other Government
Health Care Programs in which the Class A Member participates; and (iii) will not cause
the Company to be operated in a manner that is not exclusively in furtherance of the
Class A Member’s tax exempt purposes.
(b)
The Company shall operate a fully licensed, certified and accredited
endoscopy center applying best practice principles envisioned by the Class B Member, all
in furtherance of the charitable purposes of the Class A Member by promoting health for
a broad section of the community as further described in Section 1.07 and including,
without limitation, a facility focused on providing services which are high quality, cost
efficient, coordinated and collaborative, and patient centric; and
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(c)
The Members understand that the Company’s and the Center’s operations
are subject to various state and federal laws regulating permissible relationships between
the Members and entities such as the Company, including 42 U.S.C. § 1320a-7b(b) (the
“Fraud and Abuse Statute”), and 42 U.S.C. § 1395nn (the “Stark Act”). It is the intent of
the parties that the Company operate in a manner consistent with the foregoing statutes.
The Members also acknowledge that the Stark Act, the regulations promulgated
thereunder and similar Connecticut laws and regulations may restrict the Center (as
presently formed) from providing “designated health services” (as defined by the Stark
Act) or other services to patients referred by the Members or physician with an direct or
indirect ownership or financial arrangement with the Company. The Center shall not
provide “designated health services.” If, in the future, any of the services that the Center
provides are deemed to be “designated health services,” such services shall be provided
by the Center only if such services may be provided in compliance with one or more
exceptions to the ban on self-referrals set forth in the Stark Act, the regulations
promulgated thereunder, or any successor statutes and/or regulations thereto.
(d)
To engage in any other lawful act or activity for which limited liability
companies may be formed under the Act consistent with the foregoing.
1.07

Tax-Exempt Organization Limitations; No Referral Obligation.

Notwithstanding any other provision of this Agreement:
(a)
Notwithstanding anything to the contrary contained in this Agreement
[Redacted], so long as MidState Medical Center (or an entity owned by Hartford
HealthCare Corporation which is exempt from taxation pursuant to Section 501(c)(3) of
the Code) remains a Member of the Company all acts, activities, and business carried on
by the Company shall be consistent with, and exclusively in furtherance of, the charitable
health care and community benefit missions and tax-exempt status under Section
501(c)(3) of the Code, of Hartford HealthCare Corporation, or its tax exempt successor
(the “Charitable Purposes”). The Members hereby agree and acknowledge that the
foregoing duty of the Company to operate consistent with, and in furtherance of, the
Charitable Purposes shall override any duty that the Company or its Member(s) may have
to operate the Company for the financial benefit of any individual or for-profit Member.
Accordingly, in the event of a conflict between the operation of the Company in
accordance with the Charitable Purposes, on the one hand, and any duty to maximize the
Company’s profits, on the other hand, the Company, its Members and the Management
Committee shall satisfy the Charitable Purposes without regard to the consequences for
maximizing the Company’s profitability.
(b)
The Company shall not carry on propaganda or attempt to influence
legislation, and shall not participate or intervene in (including the publication or
distribution of statements) any political campaign on behalf of (or in opposition to) any
candidate for public office.
1.08

Independent Medical Judgment.
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No provision of this Agreement shall limit the independent medical judgment of any
participating physician with Medical Staff privileges at the Center with regard to the provision of
patient care.
ARTICLE II
MEMBERS AND MEMBER REPRESENTATIVES
2.01

Members.

The name, present mailing address, Capital Contributions, Class of Membership Interest
and Percentage Interest of each Member are set forth on Exhibit A, attached hereto, as such
Exhibit may be amended from time to time.
2.02

Membership Classes.

The Company shall have two Classes of Membership Interests: Class A Membership
Interests and Class B Membership Interests. The two Classes of Membership Interest shall be
identical in all respects except as otherwise provided in this Agreement. [Redacted].
2.03

Member Representations.

(a)
Each Member represents and warrants that neither it, he or she, nor any
owners of the Member (i) has received loans for the purpose of investing in the Company from
the Company, a Member or their Affiliates, or from any direct or indirect investor in the
Company; (ii) has offered (and will not offer) terms for investment in the Member based upon
previous, actual or expected referrals, services furnished or the amount of business otherwise
generated from that owner to the Center; (iii) has or will make payment to an owner in return for
the owner's investment in the Member that is not directly proportional to the owner's capital
investment in the Member; and (iv) has made (and will not make) any other payments, direct or
indirect, to an owner that are based, in any manner, upon the volume or value of referrals the
owner has made or directed to the Center (or is expected to refer to the Center).
(b)
No Person shall be eligible to become a physician owner, directly or
indirectly, of the Class B Member (or remain an owner of a Class B Member) (collectively, the
“Physician Member”) unless the following eligibility requirements are satisfied: (i) each
Physician Member shall be a physician, licensed and registered, in good standing, to practice
medicine in the State of Connecticut; (ii) each Physician Member has not been barred or
suspended from participation in any governmental program, including, but not limited to,
Medicare and/or Medicaid programs; (iii) each Physician Member shall derive at least one-third
(1/3) of his or her medical practice income from all sources for the previous fiscal year or
previous twelve (12)-month period from his or her own performance of procedures that are
ambulatory surgical procedures (or procedures that are required to be provided in an inpatient or
outpatient hospital operating room); (iv) each Physician Member shall fully inform each patient,
prior to referring patients to the Center, of his or her investment interest in the Center; (v) each
Physician Member shall treat patients receiving medical benefits or assistance under any federal
health care program in a nondiscriminatory manner; (vi) if the Physician Member refers patients
to the Center, such Physician Member shall maintain active privileges at the Center (and any
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physician subject to a Management Committee action under the Medical Staff Bylaws that
results in probation or suspended privileges may be deemed, at the Management Committees
sole discretion, ineligible to remain a Physician Member); and (vii) under Applicable Law, such
Physician Member’s ownership shall not disqualify (and, without further action, would not
disqualify) the Company or the Center from engaging in operations as a Medicare-certified
ambulatory surgery center for any reason, or from having such Physician Member perform cases
at the Center. A physician who meets such requirements may be referred to herein as an
“Eligible Physician Investor”. Notwithstanding any other provision of this Agreement to the
contrary, in no event may a physician, other than an Eligible Physician Investor hold, directly or
indirectly, a Membership Interest or Economic Interest.
(c)
[Redacted] any Person which is an owner of the Class B Member shall
either be (i) and Eligible Physician Investor, (ii) a "group practice" as defined 42 CFR
1001.952(r)(5) consisting exclusively of Eligible Physician Investors or (iii) a Person established
for the sole purposes of investing in the Class B Member and all owners shall be Eligible
Physician Investors as defined Section 2.03(b), above. Such Class B Member owners shall also
comply with Section 2.03(a) and (b) above.
(d)
The Class A Member further represents and warrants that (i) it will not
require or encourage employed or affiliated physicians to refer patients to the Center or any
Physician Member (or physician on staff at the Center); (ii) it will not track referrals made by its
employed or affiliated physicians to the Center, directly or indirectly; (iii) any compensation paid
to employed or affiliated physicians will be at fair market value and will not take into account, in
any manner, the volume or value of referrals to the Center or physicians on staff at the Center;
(iv) it will annually inform its employed and affiliated physicians of these requirements; (v) it
will treat patients receiving medical benefits or assistance under any federal health care program
in a nondiscriminatory manner; and (vi) it will not include any payment or cost associated with
the Center on its cost report unless such costs are required to be included by a Federal health care
program.
2.04

Member Representatives.

Each Member of the Company shall designate in writing one Member Representative
who shall be entitled to exercise all of the rights of such Member, including voting rights, set
forth in this Agreement. Such Member Representative shall have the authority to act on behalf
of such Member unless the Management Committee receives written notice from the applicable
Member of the replacement of such Member Representative. The initial Member Representative
of each Class A Member and Class B Member is set forth in Exhibit B hereto. A Member
Representative may be removed or replaced at any time, with or without cause or notice, by the
Member which designated such Member Representative.
ARTICLE III
CONTRIBUTIONS AND CAPITAL ACCOUNTS
3.01

Initial Capital Contributions.

At the time of admission of any new Member to the Company, the new Member shall be
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required to make a Capital Contribution to the Company in an amount determined by the
Members.
3.02

Additional Capital Contributions.

(a)
If the Member Representatives of the Class A Member and the Class B
Member at any time, or from time to time, determine by unanimous written consent that
the Company requires additional capital, then the Management Committee shall give
written notice to each Member of (i) the aggregate amount of additional Capital
Contribution required, (ii) the reason the additional Capital Contribution is required,
(iii) each Member’s proportionate share of the aggregate additional Capital Contribution
(determined in accordance with this Section), and (iv) the date each Member’s additional
Capital Contribution is due and payable, which date shall be no sooner than thirty (30)
days after the notice has been given. A Member’s proportionate share of the total
additional Capital Contribution shall be equal to the product obtained by multiplying the
Member’s Percentage Interest and the aggregate additional Capital Contribution required.
A Member’s proportionate share shall be payable in cash, by certified check or by wire
transfer.
(b)
Except as provided in this Article III, no Member shall be required to
contribute any additional capital to the Company, and no Member shall have any personal
liability for any obligation of the Company.
3.03

Capital Contribution Defaults.

(a)
If a Member (the “Defaulting Member”) does not make a Capital
Contribution required pursuant to Section 3.01 or Section 3.02(a) on or before the date
such Capital Contribution is due, such failure shall be grounds for the removal of such
Member from the Company by the Management Committee, acting by majority vote of
the disinterested members of the Management Committee within sixty (60) days after
such failure. If the Management Committee does not remove the Defaulting Member, (i)
the Defaulting Member’s Membership Interest shall be converted to an Economic Interest
until such time (the “Cure Date”) that the Defaulting Member has made the delinquent
Capital Contribution, plus interest, at a variable annual rate equal to the Prime Rate as in
effect from time to time plus two percent (2%), from the date such Capital Contribution
was due to the date of payment, (ii) the Defaulting Member shall automatically forfeit
until the Cure Date its voting rights hereunder, if any, and its right, if any, to designate a
Member Representative or any representative on the Management Committee, (iii) the
Managers designated by the Defaulting Member to the Management Committee, if any,
shall automatically be removed from the Management Committee, and (iv) the Company
shall be entitled to set off against any Cash Flow or other amounts due to such Defaulting
Member hereunder any amounts due to the Company attributable to such Capital
Contribution and the interest thereon.
(b)
As used in Section 3.03(a), “Prime Rate” means the Prime Rate as
published from time to time in the “Money Rates” section of The Wall Street Journal or
any successor publication, or in the event that such rate is no longer published in The
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Wall Street Journal or such successor journal, a comparable index or reference as may be
selected by a majority of the Members which are not at such time Defaulting Members.
3.04

Interest on and Return of Capital Contributions.

No Member shall be entitled to interest on such Member’s Capital Contribution or to a
return of such Member’s Capital Contribution, unless otherwise provided herein.
3.05

Form of Return of Capital Contributions.

If a Member is entitled to receive a return of a Capital Contribution, the Member shall not
have the right to receive anything but cash in return of the Member’s Capital Contribution.
3.06

Capital Accounts.

A separate Capital Account shall be maintained for each Member and Economic Interest
Owner.
3.07

Loans to the Company.

Any Member may at any time, with the consent of the Management Committee, make or
cause a loan to be made to the Company in any amount and on those terms upon which: (i) the
Company and the Member agree; and (ii) are in compliance with all Applicable Law, including,
but not limited to, the Fraud and Abuse Statute and Stark Act.
ARTICLE IV
MEMBER REPRESENTATIVE MEETINGS
4.01

Meetings.

Meetings of the Member Representatives, for any valid purpose or purposes, may be
called by the Management Committee or by any Member Representative.
4.02

Place of Meetings.

The Member Representatives may designate any place, either within or outside the State
of Connecticut, as the place of meeting for any meeting of the Member Representatives. If no
designation is made, the place of meeting shall be the principal place of business of the
Company. One or more Member Representatives may participate in a meeting of the Member
Representatives by use of a conference telephone or similar communications equipment that
allows all persons participating in the meeting to communicate with one another.
4.03

Notice of Meetings.

Except as provided in Section 4.04, written notice stating the place, day and hour of a
meeting of the Member Representatives and the purpose or purposes for which the meeting is
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called shall be delivered not less than five (5) nor more than thirty (30) days before the date of
the meeting either personally or by mail, by or at the direction of the Management Committee or
Member Representative calling the meeting, to each Member Representative entitled to vote at
such meeting.
4.04

Meeting of All Member Representatives.

If all of the Member Representatives shall meet at any time and place, either within or
outside of the State of Connecticut, and consent to the holding of a meeting at such time and
place, such meeting shall be valid without call or notice, and at such meeting lawful action may
be taken.
4.05

Record Date.

For the purpose of determining the Member Representatives entitled to notice of or to
vote at any meeting of the Member Representatives or any adjournment thereof, the date on
which notice of the meeting is mailed shall be the record date for such determination. When a
determination of the Member Representatives entitled to vote at any meeting of the Member
Representatives has been made as provided in this Section, such determination shall apply to any
adjournment thereof.
4.06

Manner of Acting.

(a)
The Supermajority Vote of the Member Representatives shall be required
to take or approve any matter coming before the Member Representatives, unless the vote
of a lesser or greater proportion or number is otherwise required by the Act, by the
Articles of Organization, or by this Agreement. [Redacted].
4.07

Proxies.

At all meetings of the Member Representatives, a Member Representative may vote in
person or by proxy executed in writing by the Member Representative or by a duly authorized
attorney-in-fact. Such proxy shall be filed with the Company before or at the time of the
meeting. No proxy shall be valid after eleven months from the date of its execution, unless
otherwise provided in the proxy.
4.08

Action by Member Representatives Without a Meeting.

Any action required by this Agreement or the Act to be taken at a meeting of the Member
Representatives, or any other action that may be taken at a meeting of the Member
Representatives, may be taken without a meeting and without a vote, if a consent in writing,
setting forth the action so taken, shall be signed by at least the minimum number of Member
Representatives who could approve such action at a meeting of the Members.
4.09

Waiver of Notice.
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When any notice is required to be given to any Member Representative, a waiver thereof
in writing signed by the person entitled to such notice, whether before, at, or after the time stated
therein, shall be equivalent to the giving of such notice.
ARTICLE V
RIGHTS, DUTIES AND OBLIGATIONS OF MEMBERS
5.01

Limitation of Liability.

Each Member’s liability shall be limited as set forth in this Agreement, the Act and other
Applicable Law.
5.02

Liability for Company Debt.

A Member shall not be personally liable for the debts or losses of the Company except as
otherwise required by Applicable Law.
5.03

Member Duties.

No Member shall be required to perform services for the Company solely by virtue of
being a Member. Unless approved by the Management Committee, no Member shall perform
services for the Company or be entitled to compensation for services performed for the
Company.
5.04

Limitation on Authority of Members.

Except as otherwise set forth herein, the Members shall have no right to take any part in,
or interfere in any manner with, the conduct, control or management of the Company’s business
and shall have no right or authority to act for or bind the Company, said powers being vested
solely and exclusively in the Management Committee. Except as otherwise expressly provided
herein, the Members shall have only those rights granted exclusively to members pursuant to the
Act or under this Agreement. Any Member who takes any action or binds the Company in
violation of this Agreement shall be solely responsible for any loss and expense incurred by the
Company as a result of the unauthorized action and shall indemnify and hold the Company
harmless with respect to the loss or expense.
5.05

5.06

Redacted.

Restrictive Covenants.
(a)

Redacted.

(b)

Confidentiality.
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(i)
Each Member hereby acknowledges that any disclosure of the
Company’s or another Member’s Confidential Information, as defined below,
even inadvertent disclosure, would cause irreparable and material damage to the
Company or to the other Member. Each Member hereby agrees that it and each of
its Affiliates shall (A) maintain as confidential all of the Company’s and the other
Members’ Confidential Information made known to it; (B) protect the
confidentiality thereof in the same manner in which it protects the confidentiality
of similar Confidential Information of its own, at all times exercising at least a
reasonable degree of care in the protection of the Confidential Information; and
(C) not disclose such Confidential Information to any third party without the
express written consent of the owner of the Confidential Information. Each
Member agrees to transfer to the Company and the other Members, as applicable,
upon the termination of its Membership Interest, the Confidential Information
made known to it as a result of it being a Member and in its possession upon the
termination and to continue to maintain the confidentiality of the Confidential
Information as provided herein. The obligations of each Member under this
Section shall survive the termination of the Member’s Membership Interest and
the termination of this Agreement.
(ii)
“Confidential Information” includes, but is not limited to, all: (A)
financial information; (B) products, and services and product and service
information, including but not limited to product and service costs, prices, profits
and sales; (C) new business ideas; (D) business strategies; (E) product and service
plans; (F) marketing plans and studies; (G) forecasts and models; (H) all
intellectual property, including but not limited to property or information (1) that
is protected by copyright or is copyrightable, (2) that is protected by patent or that
is patentable, or (3) that is valuable and not generally known in the trade,
including trade secrets, financial data, business plans, and data, and any
developments relating to foregoing, whether or not patentable or copyrightable;
(I) databases (and the documentation and information contained therein); (J)
research projects and all information connected with research and development
efforts; (K) records (including the records of the Company and the medical
records of patients); (L) business relationships, methods and recommendations;
(M) patient lists (including the identities of patients and prospective patients); (N)
contract termination and renewal dates; (O) personnel files; (P) competitive
analyses; (Q) all information relating to the operation of the Company’s business;
and (R) other confidential, proprietary or trade secret information that has not
been made available to the general public by the Company’s management.
(c)

Limitation of Covenants. The restrictions in this Section 5.06:

(i)
shall not prohibit any Member or its Affiliates from taking any
action on behalf of the Company;
(ii)
shall not apply to the activities of a Member, a former Member or
its Affiliates if the Members by Supermajority Vote consent to allow the Member
or former Member to undertake the prohibited activity after full disclosure of all
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the relevant facts; or
(iii)

[Redacted].

(d)
Injunctive Relief. Each Member acknowledges that any violation of any
provision of Section 5.06 will cause irreparable harm to the Company and the other
Member, that damages for such harm will be incapable of precise measurement and that,
as a result, the Company and/or the other Member(s) will not have an adequate remedy at
law to redress the harm caused by such violation. Therefore, in the event of such a
violation, the parties agree that, in addition to other remedies, the aggrieved party or
parties shall be entitled, without the necessity of either proof of actual damage or the
posting of a bond, to injunctive relief, including but not limited to an immediate
temporary injunction, temporary restraining order and/or preliminary or permanent
injunction to restrain or enjoin any such violation, and to reimbursement of any attorneys’
fees incurred to enforce the provisions of this Section 5.06. Nothing in this Agreement
shall be construed to prohibit the Company and/or an aggrieved Member from pursuing
any other remedy, the parties having agreed that all remedies are cumulative and that the
Member is liable for any and all acts or omissions of such Member [Redacted] that
violate any provision of this Section 5.06. In addition, the Class B Member agrees to
obtain an agreement from each Person who is a direct or indirect owner of a beneficial
interest in the Class B Member to be bound by the provisions of this Section 5.06 and that
the Company and the Class A Member shall be third party beneficiaries to such
agreement with independent rights to enforce the non-compete provisions contained in
that agreement
(e)
Acknowledgment.
Each Member hereby acknowledges the
reasonableness of the restrictions contained in this Section 5.06 in view of the purposes
of the Company and the relationship of the Members. Each Member acknowledges that
the restrictions contained in this Section 5.06 represent mandatory conditions precedent
to the execution of this Agreement, and that in the absence of such restrictions, neither
Member would have consented to, or entered into, this Agreement.
ARTICLE VI
RIGHTS AND DUTIES OF MANAGEMENT COMMITTEE
6.01

Management Committee.

(a)
The management of the Company shall be vested in a Management
Committee, which shall consist of six individuals (each individually referred to as a
“Manager”, and collectively as the “Managers”). The Class A Member shall be
responsible for designating three of such six Managers (each of which shall be referred to
individually as a “Class A Manager”, and collectively as the “Class A Managers”) to the
Management Committee. The Class B Member shall be responsible for designating three
of such six Managers (each of which shall be referred to individually as a “Class B
Manager”, and collectively as the “Class A Member and Class B Managers”) to the
Management Committee. The initial Managers designated by each of the Class A
Member and the Class B Member are set forth on Exhibit B hereto.
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(b)
The annual meeting of the Management Committee shall be held on the
second Monday of the month of December each year, or at such other time as is selected
by the Management Committee. Regular meetings of the Management Committee may
be held at such times and places as may be determined by the Management Committee,
and once such determination has been made and notice given to each Manager, regular
meetings may be held without any further notice. Special meetings of the Management
Committee may be called by the Chairman, a Member Representative, or by two or more
Managers upon at least forty-eight (48) hours’ notice. Attendance at a meeting of the
Management Committee, in person or as otherwise permitted under this Agreement or the
Act, by a majority of the Class A Managers and a majority of the Class B Managers shall
constitute a quorum.
(c)
Action may be taken by the Management Committee without a meeting by
consent, in writing, setting forth the action to be taken, signed by the number of
Managers entitled to vote on such action as would be required to approve such action at a
meeting at which all the Managers entitled to vote thereon were present. Such consent
shall be filed with the records of the meetings of the Management Committee and shall
be treated for all purposes as the act of the Management Committee.
(d)
Managers may participate in a Management Committee meeting by means
of conference telephone or similar communications equipment that enables all persons
participating in the meeting to hear each other.
(e)
The Management Committee may, from time to time, designate by
resolution one or more subcommittees, with such powers and authority as may be
prescribed in such resolution, to serve at the request of the Management Committee.
Each subcommittee, which shall be comprised of an equal number of representatives of
each of the Class A Member and the Class B Member, may determine the procedural
rules for its meetings and conducting its business and shall act in accordance therewith.
Adequate provision shall be made for notice to subcommittee members of all meetings; a
majority of the subcommittee members shall constitute a quorum; and all matters shall be
determined by the vote of a majority of the subcommittee members present at a meeting
at which a quorum is present.
(f)
[Redacted] it is the intention of the Members that this Agreement vest in
the Class A Managers such control over Company operations as is necessary to permit
the Class A Member to ensure that the Company’s operations exclusively further the taxexempt purposes of the Class A Member as set forth in Sections 1.06 and 1.07 of this
Agreement.
6.02

Powers of Management Committee.

The Management Committee shall have full, exclusive, and complete discretion, power,
and authority (subject in all cases to Section 4.06, Section 6.03, Section 6.04, [Redacted] the
other provisions of this Agreement and the requirements of Applicable Law), to manage, control,
administer, and operate the business and affairs of the Company so as to further the purpose of
the Company as set forth in Sections 1.06 and 1.07, and to make all decisions affecting such
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business and affairs [Redacted], including without limitation, for Company purposes, the power
to:
(a)
acquire by purchase, lease, or otherwise any real property or any personal
property, tangible or intangible;
(b)
construct, operate, maintain, finance, and improve any real property or any
personal property;
(c)

sell, convey, assign, or lease any real property or any personal property;

(d)
open and use bank accounts in the Company’s name and to withdraw
funds or issue checks, drafts or orders for the payment of money from such accounts;
(e)
discharges;

enter into agreements and contracts and to give receipts, releases, and

(f)
appoint, employ or otherwise contract with any Person to perform services
for or on behalf of the Company, and to grant to any such Person such authority to act on
behalf of the Company as the Management Committee may from time to time deem
appropriate;
(g)
business;

purchase liability and other insurance to protect the Company’s assets and

(h)
execute any and all other instruments and documents that may be
necessary or in the opinion of the Management Committee desirable to carry out the
intent and purpose of this Agreement;
(i)
make any and all expenditures that the Management Committee, in its sole
discretion, deems necessary or appropriate in connection with the management of the
affairs of the Company and the carrying out of its obligations and responsibilities under
this Agreement, including, without limitation, all legal, accounting, and other related
expenses incurred in connection with the organization, financing, and operation of the
Company;
(j)
invest and reinvest Company reserves in short-term instruments or money
market funds;
(k)
adopt and amend Medical Staff Bylaws and Medical Staff Rules and
Regulations for the organization and operation of the Center (as provided further in
Section 8.02 below);
(l)
appoint and credential members of the Medical Staff and delineate their
privileges at the Center, and otherwise discharge its responsibilities under the Medical
Staff Bylaws and Rules and Regulations in effect from time to time;
(m)

oversee quality assurance, quality improvement, and best practices
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medicine;
(n)

arrange for managed care contracting;

(o)

control the proper and efficient use of operating room time;

(p)
oversee the review peers using the Company’s Center pursuant to
procedures adopted by the Management Committee from time to time;
(q)
take and approve all actions and matters required of a governing authority
of an endoscopy center under Applicable Law; and
(r)
enter into any activity necessary to, in connection with, or incidental to,
the accomplishment of the purposes of the Company.
6.03

Management of Endoscopy Center.

The Management Committee shall oversee the management and administration of the
business affairs of the Company’s Center. It shall do so either through the employment or
engagement of individuals with the necessary credentials to do so, or through contract with a
third party engaged in the business of endoscopy center management. Any management
agreement shall require the manager to operate the Company exclusively in furtherance of the
charitable purposes of the Class A Member as set forth in this Agreement. The Medical Director
and Associate Medical Director shall have responsibility for the day-to-day operations of the
Center as provided in Section 7.07. The Members and the Management Committee hereby adopt
and agree to comply with the Charity Care Policy. Notwithstanding the foregoing, the Class A
Member shall have the exclusive right to amend the Charity Care Policy, provided that the Class
B Member is given at least ten days’ prior written notice of the proposed change and an
opportunity to comment on the proposed change.
6.04

Extraordinary Transactions.

Notwithstanding anything herein to the contrary [Redacted] the Management Committee
may not take action with regards to any of the following matters without the Supermajority Vote
of the Member Representatives [Redacted]:
(a)

sell all or substantially all of the assets of the Company;

(b)

merge or consolidate the Company with any other Person;

(c)
acquire all or substantially all the assets of, or ownership interests in,
another Person;
(d)
borrow money or incur any debt for, or on behalf of, the Company in
excess of $250,000, other than in the ordinary course of business;
(e)
execute for or on behalf of the Company any mortgage or deed of trust or
prepay, in whole or in part, refinance, amend, modify, or extend any mortgage or deeds
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of trust for or on behalf of the Company securing a debt in excess of $250,000;
(f)
create a security interest in or cause a lien securing a debt in excess of
$250,000 to be placed on any real property of the Company or, other than in the ordinary
course of business, any personal property of the Company;
(g)

acquire by purchase, lease or otherwise any real property;

(h)

admit additional Members to the Company;

(i)
enter into any management agreement relating to all or substantially all of
the assets and/or operations of the Company, or any other contract or series of related
contracts that (a) require aggregate expenditures by the Company, or will result in
aggregate gross payments to the Company, in excess of $100,000 or (b) are with any
entity that is, directly or indirectly, in a position to generate patient referrals to the
Center;
(j)

hire or fire key personnel;

(k)

open additional offices; and

(l)
Agreement.
6.05

terminate the Medical Director and Medico-Administrative Services

Term of Managers.

Each Manager shall hold office until his or her death, resignation, incapacitation or
removal as provided herein.
6.06

Resignation of Manager.

Any Manager of the Company may resign at any time by giving written notice to the
Company and to the Member who designated such Manager. The resignation of any Manager
shall take effect upon receipt by the Member and the Company of the notice thereof or at such
later date specified in such notice, and unless otherwise specified therein, the acceptance of such
resignation shall not be necessary to make it effective.
6.07

Removal of Manager.

A Manager may be removed at any time, with or without cause or notice, by the Member
that originally designated such Manager or as described in Section 3.03(a)(iii).
6.08

Vacancies.

Manager vacancies shall be filled by the Member who originally designated such
Manager.
6.09

Manner of Acting.
15
0109

DRAFT
(a)

Redacted.

(b)

Redacted.

(c)

Redacted.

(d)
Compliance Plan and Conflict of Interest Policy. The Management
Committee shall adopt, and the Company shall operate consistently with, a compliance
plan that is complimentary to the compliance plan of the Class A Member and a conflict
of interest policy that is substantially similar to the Class A Member’s conflict of interest
policy, provided that each such plan and policy shall not impair any of the rights of the
Class B Managers [Redacted] and the Class B Members or Managers shall not have to
recuse themselves from participating in any meeting or discussion relating to a Service
Agreement or the Medical Director and Medico-Administrative Services Agreement.
Furthermore, the Company’s compliance plan must be approved by the Class A
Member’s Office of Compliance Audit and Privacy. Except as otherwise agreed upon by
the Management Committee, the compliance plan operation shall be provided through a
third party service. In furtherance of the foregoing, at its sole expense, the Class A
Member may perform periodic audits of the Company's corporate compliance plan to
provide recommendations to the Class A Managers regarding performance and, as
needed, modifications of the compliance plan. In addition, the Management Committee
shall adopt, and the Company shall operate consistently with, an antitrust protocol to
assure the Company operates in a manner compliant with applicable antitrust laws.
(e)
Medical Staff Credentialing. Except as otherwise determined by the
Management Committee, medical staff credentialing for the Center shall be conducted
using internal staff under the direction of the Company's Medical Director.
(f)
Third Party Payer Contracting. The Class B Managers shall have the
right to negotiate all contracts between the Company and third-party payers, which
contracts shall be subject to the approval of the Management Committee. If the
Management Committee fails to approve a payor contract recommended by the Class B
Managers, the Class B Managers may contest the decision, in which case a valuation
consultant mutually agreed to by the Members shall be engaged to evaluate the proposed
payor contract. If the valuation consultant concludes the proposed payor contract is
consistent with industry-standard terms and would result in fair market value
compensation to the Center, the payor contract shall be approved, notwithstanding the
prior disapproval of the Management Committee. In the event a payor contract involves
a global payment for professional and facility services, the contract between the
Company and Connecticut GI, P.C. or MidState Gastroenterology Specialists, P.C. for
professional services shall be deemed to be, and shall be treated as, a Service Agreement
[Redacted].
6.10

Duties of Managers.

Each Manager shall devote such time to the business and affairs of the Company as is
necessary to carry out the duties set forth in this Agreement. The Management Committee shall
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manage the Company so as to further the purpose of the Company as set forth in Section 1.06
without regard to maximizing profitability.
6.11

Liability of Managers.

In no event will any Manager be personally liable to the Company, the Members or any
other Manager for the debts, obligations, or liabilities of the Company whether arising in
contract, tort or otherwise, in acting on behalf of the Company or in his or her capacity as a
Manager, except as otherwise required by Applicable Law, provided that his or her actions or
omissions did not constitute fraud, bad faith, gross negligence, or willful misconduct. No
Manager shall be personally liable for failure to perform in accordance with, or to comply with
the terms and conditions of, this Agreement or for any other reason unless such failure to
conform or to comply or such other reason constitutes fraud, bad faith, gross negligence, or
willful misconduct by such Manager.
6.12

Indemnity of Managers.

The Company shall indemnify and hold harmless each Manager against any and all
liability, loss, expense, or damage incurred or sustained by reason of any act or omission in the
conduct of the business of the Company, except if such Manager shall have been guilty of fraud,
bad faith, gross negligence or willful misconduct. Such indemnification shall include the
reasonable expenses (including reasonable attorneys’ fees and costs) incurred by a Manager in
connection with the defense of any action to which he or she may be made a party by reason of
his or her interest in or activities on behalf of the Company. Any indemnity under this Section
shall be provided out of and to the extent of Company assets only and no Member shall have
any personal liability on account thereof. Subject to the approval of the Management
Committee, the Company may pay the expenses incurred by a Manager who is the subject of an
action, suit or proceeding described to in this Section 6.12, in defending the action, suit, or
proceeding, including attorney’s fees, as they are incurred, in advance of the final disposition of
the action, suit, or proceeding, upon receipt of an undertaking by or on behalf of the Manager to
repay the amount if it is ultimately determined that the Manager is not entitled to be indemnified
by the Company.
6.13

Reliance upon Third Parties.

The Management Committee and each Manager shall be fully protected in relying in
good faith upon information, opinions, reports, or statements furnished by any Person as to
matters the Management Committee or Manager reasonably believes are within such other
Person’s professional or expert competence and who has been selected with reasonable care.
6.14

Compensation.

The salary and/or other compensation of the Managers, if any, shall be fixed from time to
time by the Supermajority Vote of the Member Representatives.
ARTICLE VII
OFFICERS OF THE COMPANY AND MEDICAL DIRECTORS
17
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7.01

General.

The Management Committee annually at its annual meeting shall appoint a Chairman,
and may elect such other officers of the Company, which may include a Treasurer, a Secretary
and other officers and assistant officers, as the Management Committee may deem necessary or
advisable for the efficient operation of the Company’s affairs. Any two or more offices may be
held by the same person. The Chairman shall be one of the six Managers, and such position shall
be held for alternating one-year terms by a Class A Manager and a Class B Manager, such that
the Chairman shall be designated by the Class A Managers during the annual meeting of the
Management Committee held during an even-numbered year, and shall be designated by the
Class B Managers during the annual meeting of the Management Committee held during an oddnumbered year.
7.02

Authority and Duties.

Officers of the Company, if any, shall have such authority and perform such duties in the
management of the Company as may be provided in this Agreement or, to the extent not so
provided, by resolution of the Management Committee.
7.03

Election and Term of Office.

Officers of the Company, if any, shall be elected annually by the Management
Committee at the annual meeting of the Management Committee. Each officer shall hold office
until his or her successor shall have been duly elected or until his or her prior death, resignation
or removal.
7.04

Removal.

Any officer of the Company may be removed by the Management Committee whenever
in its judgment the best interest of the Company would be served thereby; provided, however, (a)
the removal of a Chairman can only be by vote of the Managers who designated such Chairman;
and (b) the removal of any officer shall be without prejudice to the contract rights, if any, of the
person so removed. Election or appointment shall not of itself create contract rights. [Redacted].
7.05

Resignations.

Any officer of the Company may resign his or her office at any time by giving written
notice thereof to the Chairman of the Company, if any, or to the Management Committee. Such
resignation shall take effect at the time specified therein, or if no time is specified therein, at the
time of the receipt thereof, and the acceptance thereof shall not be necessary to make it effective.
7.06

Vacancies.

A vacancy in any office shall be filled by the Management Committee for the unexpired
portion of the term; provided, however, that any vacancy in the position of Chairman shall be
filled by the Managers who designated the Chairman at the immediately preceding annual
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meeting of the Management Committee.
7.07

Chairman.

The Chairman shall preside at all meetings of the Management Committee and the
Members, and shall have such powers and duties as may from time to time be delegated or
assigned to the Chairman by the Management Committee. The Chairman shall be required to
place on the agenda for a meeting of the Management Committee any agenda item proposed by a
Manager at least two (2) business days before such meeting.
7.08

Treasurer.

The Treasurer, if any, shall have charge and custody of and be responsible for all the
funds and securities of the Company; he or she shall keep full and accurate accounts of assets,
liabilities, receipts and disbursements and other transactions of the Company in books belonging
to the Company; and he or she shall deposit all moneys and other valuable effects of the
Company in the name of and to the credit of the Company in such banks or other depositories as
may be designated by the Management Committee. The Treasurer shall disburse or oversee the
disbursement of the funds of the Company as may be ordered by the Management Committee,
taking proper vouchers for disbursements, and shall render to the Managers at the meetings of
the Management Committee, or whenever they may require it, a statement of all his or her
transactions as Treasurer and an account of the financial condition of the Company. In general,
he or she shall perform all the duties incident to the office of Treasurer and such other duties as
may from time to time be assigned to the Treasurer by the Management Committee.
7.09

Secretary.

The Secretary, if any, shall keep the minutes of the meetings of the Members and the
Management Committee in one or more books provided for that purpose. In general, he or she
shall perform all the duties incident to the office of Secretary and such other duties as may from
time to time be assigned to the Secretary by the Management Committee.
7.10

Medical Director and Associate Medical Director.

As provided in the Medical Director and Medico-Administrative Services Agreement
between the Company and MEC, the Class A Managers shall appoint the Medical Director and
Associate Medical Director who shall be nominated by the Class B Managers and must at all
times be on the active medical staff of MidState Medical Center and a physician employee of
Connecticut GI, P.C. or MidState Gastroenterology Specialists, P.C. The Medical Director shall
be the chief operating officer of the Company’s Center, with such powers and duties, including
without limitation responsibility for the day-to-day operations of the Center, as may be
contemplated by Applicable Law, or as may be established by the Management Committee. The
Medical Director shall be responsible for the implementation of the Company’s Charity Care
Policy. The Associate Medical Director shall perform the duties of the Medical Director in case
of the absence, death or inability to act of such officer, with all the powers given to, and
responsibilities imposed upon, such officer. The Associate Medical Director shall have such
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other powers and duties as may be assigned to him or her from time to time by the Medical
Director or the Management Committee. The Medical Director and the Associate Medical
Director shall be invited to attend all meetings of the Management Committee, except as
otherwise directed by the Management Committee; provided, however, that (a) the presence of
neither the Medical Director nor the Associate Medical Director shall be required to conduct a
meeting of the Management Committee; and (b) each of the Medical Director and the Associate
Medical Director shall recuse himself or herself from any deliberations or votes of the
Management Committee concerning the evaluation and/or compensation of the Medical Director
or the Associate Medical Director.
The Medical Director shall be primarily responsible for monitoring the performance of all
Contracted Service Providers under Service Agreements. The Medical Director shall notify the
Class A Managers in the event that the Medical Director reasonably determines Connecticut GI,
P.C. or MidState Gastroenterology Specialists, P.C. or its agent or subcontractor has failed to
perform satisfactorily its material obligations under the applicable Service Agreement
[Redacted].
As of the effective date of this Restated Operating Agreement, the Members
acknowledge that: (i) the Medical Director shall be [
], M.D.; and (ii) the
Associate Medical Director shall be [
], M.D.
7.11

Other Assistants and Acting Officers.

The Management Committee may from time to time appoint such other officers as the
Management Committee may deem necessary or advisable, each of whom shall hold office for
such period, have such authority and perform such duties as the Management Committee may
from time to time determine.
ARTICLE VIII
MEDICAL STAFF
8.01

Medical Staff.

The Management Committee shall cause to be created and shall continue to provide for a
medical staff organization known as the “Medical Staff of the Wallingford Endoscopy Center”,
which shall include all physicians and members of allied professions who are granted by the
Management Committee the privilege of caring for or contributing to the care of patients at the
Center (the “Medical Staff”). Membership on the Medical Staff shall be a prerequisite to the
exercise of clinical privileges at the Center, except as otherwise may be provided in the Medical
Staff Bylaws.
8.02

Medical Staff Bylaws.

The Management Committee shall adopt prior to the commencement of medical
procedures at the Center, and may amend from time to time, the Medical Staff Bylaws and the
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Medical Staff Rules and Regulations to govern the organization, appointment and removal of the
Medical Staff. The Medical Staff Bylaws shall provide that it shall be the responsibility of any
member of the Medical Staff to assist the Company to comply with the Charity Care Policy as
established pursuant to this Agreement, amended from time to time and enforced by the
Management Committee.
8.03

Staff Status; Privileges; Corrective Action.

The Medical Staff Bylaws shall provide for the procedure to be followed in matters
relating to Medical Staff membership status, clinical privileges, and corrective action. Final
action on all such matters shall be taken by the Management Committee. The terms and
conditions of membership status on the Medical Staff, and of the exercise of clinical privileges,
shall be as specified in the Medical Staff Bylaws, the Medical Staff Rules and Regulations, or as
more specifically defined in the notice of individual appointment to the Medical Staff.
8.04

Management Committee Exclusive Appointing Authority.

[Redacted] The Management Committee shall have the exclusive authority and
responsibility to make appointments or reappointments to the Medical Staff, after considering the
recommendations and reports of the Medical Staff.
ARTICLE IX
ALLOCATION OF PROFIT AND LOSS
AND DISTRIBUTIONS
9.01

Distributions.

(a)
General. Except as otherwise provided in Section 9.01(b), distributions of
cash or other assets of the Company shall be made at such times and in such amounts as
the Management Committee may determine. Distributions, other than tax distributions
made in accordance with Section 9.01(b), special allocations made in accordance with
Section 9.07, and liquidating distributions that shall be made in accordance with Section
15.03, shall be made to the Members and Economic Interest Owners in proportion to their
Percentage Interests in the Company.
(b)
Tax Distributions. With respect to each fiscal year of the Company, or
part thereof, the Company shall distribute (the “Tax Distribution”), to the extent that it
has cash or other liquid investments, to each Member and Economic Interest Owner (who
is a Member or Economic Interest Owner as of the date of the distribution) an amount of
cash equal to fifty (50%) percent of the net amount of Profit and Loss allocated to such
Member or Economic Interest Owner for such year under this Article IX on a cumulative
basis. Tax Distributions shall be made to the Members and Economic Interest Owner in
proportion to their Percentage Interests on or before those dates upon which federal
estimated tax payments or federal tax returns are required to be made or filed by the
Members and Economic Interest Owners. The Tax Distributions shall be made without
regard to the taxable or tax-exempt status of the Member or Economic Interest Owner.
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(c)
Authority to Withhold; Treatment of Withheld Tax. Notwithstanding
any other provision of this Agreement, each Member and Economic Interest Owner
hereby authorizes the Company to withhold and to pay over, or otherwise to pay, any
withholding or other taxes payable by the Company (pursuant to the Code or any
provision of United States federal, state or local or foreign law) with respect to such
Member or Economic Interest Owner or as a result of such Member’s or Economic
Interest Owner’s participation in the Company; and if and to the extent that the Company
shall be required to withhold or pay any such withholding or other taxes, such Member or
Economic Interest Owner shall be deemed for all purposes of this Agreement to have
received a payment from the Company as of the time such withholding or other tax is
required to be paid, which payment shall be deemed to be a distribution with respect to
such Member’s or Economic Interest Owner’s Interest in the Company. To the extent
that the aggregate amount of such payments to a Member or Economic Interest Owner for
any fiscal year exceeds the amount of distributions that such Member or Economic
Interest Owner would have received for such fiscal year, the Company shall notify such
Member or Economic Interest Owner as to the amount of such excess and such Member
or Economic Interest Owner shall make a prompt payment to the Company of such
amount by wire transfer. The Company shall promptly notify each Member or Economic
Interest Owner of any withholding or other taxes payable by the Company with respect to
such Member or Economic Interest Owner and, upon the request of such Member or
Economic Interest Owner, shall use reasonable efforts to assist such Member or
Economic Interest Owner to secure any available tax refunds, credits or exemptions
(including exemptions from withholding) with respect to such withholding or other taxes.
9.02

Allocation of Profit and Loss.

After giving effect to the special allocations set forth in Section 9.03, for any taxable year
of the Company, Profit or Loss shall be allocated to the Members and the Economic Interest
Owners in proportion to their Percentage Interests, subject to any special allocation required by
Section 9.06 or 9.07.
9.03

Regulatory Allocations.

(a)
Qualified Income Offset. No Member or Economic Interest Owner shall
be allocated Loss or deductions if the allocation causes the Member or the Economic
Interest Owner to have an Adjusted Capital Account Deficit, after the allocation of all
Profit and gains. If a Member or an Economic Interest Owner receives (i) an allocation
of Loss or deduction (or item thereof) or (ii) any distribution, that causes the Member or
the Economic Interest Owner to have an Adjusted Capital Account Deficit at the end of
any taxable year, then all items of income and gain of the Company (consisting of a pro
rata portion of each item of Company income, including gross income and gain) for that
taxable year shall be allocated to that Member or Economic Interest Owner, before any
other allocation is made of Company items for that taxable year, in the amount and in
proportions required to eliminate the excess as quickly as possible. This Section 9.03(a)
is intended to comply with, and shall be interpreted consistently with, the “qualified
income offset” provisions of the Regulations promulgated under Code Section 704(b).
Any special allocations of items of Profit or Loss pursuant to this Section 9.03(a) shall be
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taken into account in computing subsequent allocations of Profit and Loss pursuant to
this Agreement, so that the net amount of any items so allocated and the Profit, Loss, and
other items allocated to each Member and Economic Interest Owner shall, to the extent
possible, be equal to the net amount that would have been allocated to each such Member
or Economic Interest Owner pursuant to this Agreement if such special allocation had not
occurred.
(b)
Minimum Gain Chargeback. Except as set forth in Regulation Sections
1.704-2(f)(2), (3) and (4), if during any taxable year, there is a net decrease in Minimum
Gain, each Member and Economic Interest Owner, prior to any other allocation pursuant
to this Article IX, shall be specially allocated items of gross income and gain for such
taxable year (and if necessary, subsequent taxable years) in an amount equal to that
Member’s or Economic Interest Owner’s share of the net decrease of Minimum Gain,
computed in accordance with Regulation Section 1.704-2(g). Allocations of gross
income and gain pursuant to this Section shall be made first from gain recognized from
the disposition of Company assets subject to nonrecourse liabilities (within the meaning
of the Regulations promulgated under Code Section 752), to the extent of the Minimum
Gain attributable to those assets, and thereafter, from a pro rata portion of the Company’s
other items of income and gain for the taxable year. It is the intent of the parties hereto
that any allocation pursuant to this Section 9.03(b) shall constitute a “minimum gain
chargeback” under Regulation Section 1.704-2(f).
(c)
Member Nonrecourse Debt Minimum Gain. Except as set forth in
Regulation Section 1.704-2(i)(4), if during any taxable year, there is a net decrease in
Member Nonrecourse Debt Minimum Gain, each Member and Economic Interest Owner,
prior to any other allocation pursuant to this Article IX, shall be specially allocated items
of gross income and gain for such taxable year (and if necessary, subsequent taxable
years) in an amount equal to that Member’s or Economic Interest Owner’s share of the
net decrease of Member Nonrecourse Debt Minimum Gain, computed in accordance with
Regulation Section 1.704-2(i)(5). Allocations of gross income and gain pursuant to this
Section shall be made first from gain recognized from the disposition of Company assets
subject to nonrecourse liabilities (within the meaning of Regulation Section 1.7042(b)(4)), to the extent of the Member Nonrecourse Debt Minimum Gain attributable to
those assets, and thereafter, from a pro rata portion of the Company’s other items of
income and gain for the taxable year. It is the intent of the parties hereto that any
allocation pursuant to this Section 9.03(c) shall constitute a “chargeback of partner
nonrecourse debt minimum gain” under Regulation Section 1.704-2(i)(4).
(d)
Code Section 754 Adjustment. To the extent an adjustment to the tax
basis of any Company asset pursuant to Code Section 734(b) or Code Section 743(b) is
required, pursuant to Regulation Section 1.704-1(b)(2)(iv)(m), to be taken into account in
determining Capital Accounts, the amount of the adjustment to the Capital Accounts shall
be treated as an item of gain (if the adjustment increases the basis of the asset) or loss (if
the adjustment decreases basis), and the gain or loss shall be specially allocated to the
Members and the Economic Interest Owners in a manner consistent with the manner in
which their Capital Accounts are required to be adjusted pursuant to that Section of the
Regulations.
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(e)
Nonrecourse Deductions. Nonrecourse Deductions for a taxable year or
other period shall be specially allocated among the Members and the Economic Interest
Owners in proportion to their Percentage Interests.
(f)
Member Nonrecourse Deductions. Any Member Nonrecourse Deduction
for any taxable year or other period shall be specially allocated to the Member or the
Economic Interest Owner who bears the risk of loss with respect to the loan to which the
Member Nonrecourse Deduction is attributable in accordance with Regulation Section
1.704-2(i).
(g)
Fractions Rule Adjustment. Notwithstanding anything to the contrary in
this Agreement, the Company shall (i) make allocations of Profit (or any item thereof) to
the Class A Member only to the extent that the Class A Member have actually received a
distribution under Section 9.01 attributable to such Profit, and (ii) make such special,
curative, and/or offsetting allocations of Profit or Net Loss (or any item thereof) to the
extent necessary to cause the allocations of Company income, gain, loss, and deduction to
meet the requirements of Code Section 514(c)(9)(E) and the Treasury Regulations
thereunder; provided, however, in the event any such allocation made under this
subsection (g) would reduce the amounts distributable to any Member under this
Agreement, the parties shall in good faith negotiate an amendment to the allocation
provisions of this Agreement such that no such reduction occurs (unless the Class A
Members waive such right with respect to a reduction in any amount distributable to it).
9.04

Contributed Property and Book-ups.

In accordance with Code Section 704(c) and the Regulations thereunder, as well as
Regulation Section 1.704-1(b)(2)(iv)(d)(3), income, gain, loss, and deduction with respect to any
property contributed (or deemed contributed) to the Company shall, solely for tax purposes, be
allocated among the Members and the Economic Interest Owners so as to take account of any
variation between the adjusted basis of the property to the Company for federal income tax
purposes and its fair market value at the date of contribution (or deemed contribution). If the
adjusted book value of any Company asset is adjusted as provided herein, subsequent allocations
of income, gain, loss, and deduction with respect to the asset shall take account of any variation
between the adjusted basis of the asset for federal income tax purposes and its adjusted book
value in the manner required under Code Section 704(c) and the Regulations thereunder. Any
elections or decisions relating to such allocations shall be made by the Management Committee
in a manner that reasonably reflects the intent of this Agreement. Allocations pursuant to this
Section 9.04 are solely for tax purposes and shall not affect any Member’s or any Economic
Interest Owner’s Capital Account.
9.05

General.

(a)
Distributions of Property. If any assets of the Company are distributed in
kind to any Member or Economic Interest Owner, those assets shall be valued on the
basis of their Agreed Value, and any Member or any Economic Interest Owner entitled to
any interest in those assets shall receive that interest as a tenant-in-common with all other
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Members and Economic Interest Owners so entitled. The Profit or Loss for each
distributed asset shall be determined as if the asset had been sold at its Agreed Value, and
the Profit or Loss shall be allocated as provided in Section 9.02 and shall be properly
credited or charged to the Capital Accounts of the Members and the Economic Interest
Owners prior to the distribution of the assets.
(b)
Members of Record for Allocations. All Profit and Loss shall be
allocated to the Persons shown on the records of the Company to have been Members or
Economic Interest Owners during the year, as of the last day of the taxable year for which
the allocation is to be made. Notwithstanding the foregoing, unless the Company elects to
separate its taxable year into segments, if there is a Transfer or an Involuntary or
Voluntary Withdrawal during the taxable year, the Profit and Loss shall be allocated
between the original Member or Economic Interest Owner and his or her successor or, in
the case of a Transfer to the Company or a Voluntary Withdrawal, among the remaining
Members and Economic Interest Owners, on the basis of the number of days each was a
Member or an Economic Interest Owner during the taxable year. However, the
Company’s taxable year shall be segregated into two or more segments in order to
account for Profit, Loss, or proceeds attributable to any extraordinary non-recurring items
of the Company.
(c)
Members of Record for Distributions. All pro rata distributions shall be
made to the Persons shown on the records of the Company to be Members or Economic
Interest Owners as of the day of the distribution.
(d)
Guaranteed Payments. To the extent any compensation for goods or
services, that is paid to a Member or an Economic Interest Owner by the Company, is
determined by the Internal Revenue Service not to be a guaranteed payment under Code
Section 707(c) or is not paid to the Member or the Economic Interest Owner other than in
the Person’s capacity as a Member or an Economic Interest Owner within the meaning of
Code Section 707(a), the Member or the Economic Interest Owner shall be specially
allocated gross income of the Company in an amount equal to the amount of that
compensation, and the Member or the Economic Interest Owner’s Capital Account shall
be adjusted to reflect the payment of that compensation.
(e)
Amendment of Regulatory Allocations. The Management Committee is
hereby authorized, upon the advice of the Company’s tax counsel, to amend this Article
IX to comply with the Code and the Regulations promulgated under Code Section 704(b).
However, no amendment shall materially affect distributions to a Member or an
Economic Interest Owner without the Member’s or Economic Interest Owner’s prior
written consent.
9.06

Certain Special Allocations.

Notwithstanding the other provisions of this Article IX, the Management Committee will
make special allocations of certain items of gross income and expenses to one or more Members
as set forth in this Section 9.06.
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(a)
The Members acknowledge and agree that as of the Effective Date, the
Company shall convert from cash basis accounting to accrual basis accounting which
conversion may result in the Company, for tax purposes, realizing additional taxable
income. The Members agree that the Company will make an additional distribution to
the Class B Member of the Company, equal to the following: fifty (50%) percent times
the sum of (i) the expected collectable value of the Company’s accounts receivable as of
the end of its tax year; (ii) any expenses which would have been deductible under cash
basis accounting but are not deductible under accrual basis accounting; less (iii) any
expenses which are deductible under accrual basis accounting but not deductible under
cash basis accounting. The calculation of this one time distribution will be made within
thirty (30) days of the end of the Company's fiscal year and paid within thirty (30) days
of the completion of the calculation. Upon payment of this distribution, the Class B
Member's Capital Account shall be adjusted in accordance with this Agreement.
(b)
In the event that the accreditation body of the Facility is changed from the
Accreditation Association for Ambulatory Health Care, Inc. (“AAAHC”) to the Joint
Commission (the “Joint Commission”), all costs and expenses of the Company incurred
to meet the accreditation standards of the Joint Commission that are different from those
of AAAHC shall be accrued and allocated solely to the Class A Member for the
determination of profits and losses and shall not be included in the determination of the
profits and losses allocated to, or cash distributed to, the Class B Member pursuant to this
Agreement.
ARTICLE X
BOOKS, RECORDS, ACCOUNTING AND TAX ELECTIONS
10.01 Bank Accounts.
All funds of the Company shall be deposited in a bank account or accounts maintained in
the Company’s name. The Management Committee shall determine the institution or institutions
at which the accounts will be opened and maintained, the types of accounts, and the Persons who
will have authority with respect to the accounts and the funds therein.
10.02 Books and Records.
(a)
The Management Committee shall keep or cause to be kept complete and
accurate books and records of the Company and supporting documentation of the
transactions with respect to the conduct of the Company’s business. At a minimum, the
Company shall keep the following records:
(i)
A current list of (1) the full name and last known address of each
Member and Economic Interest Owner, Member Representative and Manager, (2)
the amount of cash each Member and Economic Interest Owner has contributed,
(3) a description and statement of the Agreed Value of the other property each
Member and Economic Interest Owner has contributed or has agreed to contribute
in the future, and (4) the date on which each became a Member and Economic
Interest Owner;
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(ii)
A copy of the Articles of Organization of the Company and all
amendments thereto, together with executed copies of any powers of attorney
pursuant to which any amendment has been executed;
(iii) Copies of the Company’s federal, state, and local income tax
returns and reports (including information returns), if any, for the three most
recent years;
(iv)
Agreement;

Copies

of

the

Company’s

currently

effective

Operating

(v)
Copies of the Company’s financial statements for the three most
recent years;
(vi)

Minutes of every meeting of the Members;

(vii) Any written consents obtained from the Members for actions taken
by the Members without a meeting;
(viii) A copy of the Company’s Charity Care Policy; and
(ix)
Copies of the quarterly reports of charity care provided by the
Company and the charitable initiatives implemented or to be implemented by the
Company (subject to any reasonable record retention policy adopted by the
Management Committee).
(b)
The books and records shall be maintained in accordance with sound
accounting practices and shall be available at the Company’s principal office for
examination by any Member, or any former Member (but only those books and records
pertaining to the period in which he or she was a Member), or the Member’s duly
authorized representative at any and all reasonable times during normal business hours.
(c)
Each Member shall reimburse the Company for all costs and expenses
incurred by the Company in connection with the Member’s inspection or copying of the
Company’s books and records.
(d)
At the request of any Member, and at the requesting Member’s expense,
the Management Committee shall cause an audit of the Company’s books and records to
be prepared by independent accountants for the period requested by that Member.
10.03 Annual Accounting Period.
The annual accounting period and the fiscal year of the Company shall be its taxable
year. The Company’s taxable year shall be the annual period ending on September 30.
10.04 Accounting.
The Company shall be an accrual basis taxpayer.
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10.05 Returns and Other Elections.
The Management Committee shall (a) cause the preparation and timely filing of all tax
returns required to be filed by the Company pursuant to the Code and all other tax returns
deemed necessary and required in each jurisdiction in which the Company does business; (b)
shall send a copy of Schedule K-1 or any successor or replacement form thereof to each Member
and Economic Interest Owner as soon as the same is filed; and (c) shall cause the Company to
file any other documents from time to time as may be required by any state or any subdivision
thereof. All tax elections may be made by the Management Committee in its sole discretion,
provided that the Management Committee shall make any tax election authorized by a
unanimous vote of all of the Class A and Class B Members. However, the Management
Committee may not make an election for the Company (i) to be excluded from the provisions of
Subchapter K of the Code or (ii) to be treated as a corporation for federal income tax purposes,
without the unanimous written consent of the Class A and Class B Members. The determination
by the Management Committee with respect to the treatment of any item or its allocation for
Federal, state or local tax purposes shall be binding so long as such determination will not be
inconsistent with any provision of this Agreement.
10.06 Tax Matters Partner.
The Class A Member shall be and is designated the “Tax Matters Partner” (as defined in
Code Section 6231) and is authorized and required (a) to represent the Company (at the
Company’s expense) in connection with all examinations of the Company’s affairs by tax
authorities, including, without limitation, administrative and judicial proceedings; (b) to expend
Company funds for professional services and costs associated therewith; and (c) to keep all
Members informed of all notices from government taxing authorities that may come to the
attention of the Tax Matters Partner; provided, however, that: (i) upon written request by the
Class B Member, the Class B Member and/or its representative may attend any particular
examination or administrative or judicial proceeding; and (ii) the Class A Member shall not settle
any tax examination or administrative or judicial proceeding without the prior written consent of
the Class B Member if such settlement will have an adverse economic impact on the Class B
Member. The Members agree to cooperate with each other and to do or refrain from doing any
and all things reasonably required to conduct such proceedings. The Company shall indemnify
and save harmless the Tax Matters Partner from and against any loss, damage, liability or
expense incurred or sustained by it by reason of any act performed by it, or any failure by it to
act, as the Tax Matters Partner, provided that any such act or failure to act shall not result from
its willful misconduct, gross negligence or fraud.
10.07 Title to Company Property.
Except as provided in this Section, all real and personal property acquired by the
Company shall be acquired and held by the Company in its name. The Management Committee
may direct that legal title to all or any portion of the Company’s property be acquired or held in a
name other than the Company’s name. Without limiting the foregoing, the Management
Committee may cause title to be acquired and held in the names of trustees, nominees, or straw
parties for the Company. It is expressly understood and agreed that the manner of holding title to
the Company’s property (or any part thereof) is solely for the convenience of the Company, and
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all property shall be treated as Company property.
ARTICLE XI
ASSIGNMENTS
11.01 Transfers.
Except as otherwise provided in this Agreement, no Member may Transfer all, or any
portion of, or any interest or rights in, its Membership Interest or Economic Interest, and no
Economic Interest Owner may Transfer all, or any portion of, or any interest or rights in, its
Economic Interest, including the assignment of the right to receive distributions. An Involuntary
Withdrawal shall be governed by Article XIV of this Agreement.
11.02 Redacted.

11.03 Redacted.

11.04 Redacted.
11.05 Redacted.
11.06 Reasonableness of Restrictions.
Each Member hereby acknowledges the reasonableness of the restrictions contained in
this Article in view of the purposes of the Company, the tax-exempt status of the Class A
Member and the relationship of the Members. The Transfer of any Membership Interest or
Economic Interest in violation of the restrictions contained in this Article shall be deemed
invalid, null and void, and of no force or effect. Any Person to whom a Membership Interest or
Economic Interest, or any portion thereof, is attempted to be transferred in violation of this
Article shall not be entitled to vote on matters coming before the Members, participate in the
management of the Company, act as an agent of the Company, receive distributions from the
Company or have any other rights in or with respect to the Membership Interest or Economic
Interest, or portion thereof.
ARTICLE XII
REDACTED
ARTICLE XIII
ADDITIONAL MEMBERS
13.01 Additional Members.
The Members, by Supermajority Vote, shall have the right to admit additional Members
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upon such terms and conditions, at such time or times, and for such contributions as shall be
determined by such Members, and in connection with any such admission, the Management
Committee shall have the right to amend Exhibit A to reflect the name, address, contribution,
taxpayer identification number and Percentage Interest of the admitted Member; provided,
however, that the terms and conditions of any such admission and their impact on the
Membership Interests of other Members must comply with the provisions of this Agreement.
The admission of any Person as a substitute or additional Member shall be conditioned upon
such Person’s written acceptance and adoption of all the terms and provisions of this Agreement.
Within a reasonable time period following the addition of a new Member(s), the Class A
Member shall make such capital contributions as necessary, to maintain its Percentage Interest at
fifty one (51%) percent. The Class A Member must notify the Management Committee of its
intent to exercise its purchase option within ten (10) business days following the admission of a
new Member. The Members otherwise specifically waive any preemptive rights.
13.02 Redacted.

ARTICLE XIV
WITHDRAWALS OF MEMBERS
14.01 Voluntary Withdrawal.
Except as otherwise provided herein, no Member or Economic Interest Owner shall have
the right or power to Voluntarily Withdraw from the Company, except as otherwise provided by
this Agreement.
The parties acknowledge and agree that in order for the Company to achieve its goal of
creating a high quality, low cost provider for the community served by the Class A Member, the
Center must have a critical mass of physicians actively engaged in the continuous improvement
and provision of quality and efficient care at the Center including physician participation on the
Board of Managers, Credentialing Committees and Quality Improvement Committees.
Accordingly, if the Company has [
] or fewer Eligible Physician Investors who are either
direct or indirect owners in the Company, the Class A Member upon thirty (30) days' prior
written notice to the Class B Member shall be entitled to withdraw and redeem its Class A
Membership Interest in accordance with the terms of this Section 14.01 ("Withdrawal Notice
Period"). Upon the withdrawal of the Class A Member pursuant to this Section 14.01, the
Company shall purchase all, but not less than all, of the Class A Member's Membership Interest
for the purchase price and on the payment terms as set forth herein.
(a)

Transfer Closing Date. The Company shall fix a closing date (the “Transfer
Closing Date”) for the purchase, which shall not be more than ninety (90) days
after the expiration of the Withdrawal Notice Period.

(b)

Purchase Price. The Purchase Price for the Class A Member's Membership
Interest shall be the Appraised Value as determined under Section 14.05.
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(c)

Payments Terms. The Company may elect to pay the purchase price on the
Transfer Closing Date (i) in cash, (ii) in five equal annual installments, with the
first installment to be paid on the Transfer Closing Date, together with interest
calculated at a minimum rate per annum at which no interest will be imputed for
federal income tax purposes, or (iii) upon any other terms mutually agreed to by
the Class A and B Members.

(d)

Closing. The sale and acquisition of the Class A Member's Membership Interest
(the “Closing”) shall occur on the Transfer Closing Date. At such Closing, the
Class A Member shall convey and assign to the Company by assignment with
warranty of title, free and clear of all liens, claims, and encumbrances arising
through the assignor, the Class A Member's Membership Interest and shall
execute and deliver to the Company all documents that are reasonably required to
give effect to the sale and acquisition of such Membership Interest, provided that
the Class A Member may retain a security interest in the Economic Interest of the
Class A Member's Membership Interest if the Company elects to pay the Purchase
Price in five equal annual installments as set forth in Section 14.01(c)(ii). The
Class A Member and the Company shall take such other actions and execute such
other documents as may be necessary or appropriate to give effect to any
transaction contemplated by this Section 14.01.

14.02 Involuntary Withdrawal.
Immediately upon the occurrence of an Involuntary Withdrawal, the successor of the
withdrawn Member or Economic Interest Owner shall thereupon become an Economic Interest
Owner but shall not become a Member without the Supermajority Vote of the remaining
Members. The successor Economic Interest Owner shall have all the rights of an Economic
Interest Owner, subject to the provisions of this Agreement, including the obligation to sell its
Economic Interest under Section 14.03. However, neither the withdrawn Member or Economic
Interest Owner nor the successor Economic Interest Owner shall be entitled to receive, in
liquidation of the withdrawn Member’s Membership Interest or Economic Interest Owner’s
Economic Interest, the fair market value of the withdrawn Member’s Membership Interest or
Economic Interest Owner’s Economic Interest as of the date the Member or Economic Interest
Owner Involuntarily Withdrew from the Company, except as otherwise provided by this
Agreement.
14.03 Right to Buy Interest.
Upon the Involuntary Withdrawal of a Member or an Economic Interest Owner, the
Company and the Class A and Class B Members (the “Purchasing Members”), other than the
Withdrawn Member (as defined below), shall have the right to purchase all, but not less than all,
of a Withdrawn Member’s Economic Interest, who shall be obligated to sell, upon the receipt of
an Election Notice and for the Purchase Price and on the Payment Terms as set forth herein.
(a)
“Withdrawn Member” means a Member or an Economic Interest Owner
who has suffered an Involuntary Withdrawal and its successors or assigns.
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(b)
Transfer Period. Upon the occurrence of the Involuntary Withdrawal, the
Withdrawn Member shall be and remain obligated to sell its Economic Interest for a
period (the “Transfer Period”) ending at 11:59 p.m. local time at the Company’s principal
office on the sixtieth (60th) day following the day the Members, other than the Withdrawn
Member, receive actual written notice of the Involuntary Withdrawal.
(c)
Purchaser. The Withdrawn Member’s Economic Interest shall be
purchased by the Company if the Management Committee consents to the purchase of the
Economic Interest by the Company. Otherwise, the Purchasing Members shall have the
right to purchase the Withdrawn Member’s Economic Interest. In the event that more
than one Member elects to purchase the Withdrawn Member’s Economic Interest, each
Member shall have the right to purchase the Withdrawn Member’s Economic Interest in
the same proportion as that Member’s Percentage Interest bears to the total Percentage
Interest of all Members who have elected to purchase the Withdrawn Member’s
Economic Interest.
(d)
Manner of Election. At any time during the Transfer Period, the
Company or a Class A or Class B Member may elect to purchase the Withdrawn
Member’s Economic Interest by giving written notice of its election to the Withdrawn
Member (the “Election Notice”). If such election is not made within the Transfer Period,
any right to purchase the Withdrawn Member’s Economic Interest shall be waived except
as provided in any other Section of this Agreement.
(e)
Transfer Closing Date. If the Company or a Class A or Class B Member
elects to purchase the Withdrawn Member’s Economic Interest, the Company’s or the
Class A or Class B Member’s notice shall fix a closing date (the “Transfer Closing
Date”) for the purchase, which shall not be earlier than five (5) days after the expiration
of the Transfer Period, nor more than sixty (60) days after the expiration of the Transfer
Period.
(f)
Purchase Price. The Purchase Price for the Withdrawn Member’s
Economic Interest shall be the Appraised Value of the Withdrawn Member’s Economic
Interest, as determined under Section 14.05.
(g)
Payments Terms. In the event that a Class A or Class B Member or the
Company (the “Purchaser”) exercises its right to purchase the Withdrawn Member’s
Economic Interest, the Purchaser may elect to pay the purchase price on the Transfer
Closing Date (i) in cash, (ii) in five equal annual installments, with the first installment to
be paid on the Transfer Closing Date, together with interest calculated at a minimum rate
per annum at which no interest will be imputed for federal income tax purposes, or (iii)
on any other terms mutually agreed to by the Withdrawn Member and the Purchaser.
(h)
Closing. The sale and acquisition of the Withdrawn Member’s Economic
Interest (the “Closing”) shall occur on the Transfer Closing Date. At such Closing, the
Withdrawn Member shall convey and assign to the Purchaser by assignment with
warranty of title, free and clear of all liens, claims, and encumbrances arising through the
assignor, the Economic Interest of the Withdrawn Member and shall execute and deliver
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to the Purchaser all documents that are reasonably required to give effect to the sale and
acquisition of such Economic Interest, provided that the Withdrawn Member may retain a
security interest in the Economic Interest if the Purchaser elects to pay the Purchase Price
in five equal annual installments as set forth in Section 14.03(g)(ii). The Withdrawn
Member and the Purchaser shall take such other actions and execute such other
documents as may be necessary or appropriate to give effect to any transaction
contemplated by this Section.
14.04 Dissolution Upon Involuntary Withdrawal.
Unless the Company and the Members, other than the Withdrawn Member, unanimously
agree otherwise, if both the Company and the remaining Members fail to exercise their option to
buy the Withdrawn Member’s Economic Interest under Section 14.03, the Company shall be
dissolved and liquidated pursuant to Article XV of this Agreement.
14.05 Appraised Value.
(a)
The term “Appraised Value” means the appraised fair market value of an
Economic Interest in the Company as hereinafter provided. The Company and the Withdrawn
Member, under Section 14.03, shall each appoint, by written notice to the other within ten days
of the date of the Election Notice, an appraiser to determine the fair market value of the
Economic Interest (without any discount for lack of voting rights, marketability or control) being
sold as of the date of the Involuntary Withdrawal. If the two appraisers agree upon the value of
the Economic Interest, they shall jointly render a single written report stating that value. If the
two appraisers cannot agree upon the value of the Economic Interest, they shall each render a
separate written report and shall appoint a third appraiser within thirty (30) days of their
appointment. The third appraiser shall determine the value of the Economic Interest being sold
and shall render a written report of his or her opinion thereon. The value contained in the
aforesaid joint written report or written report of the third appraiser, as the case may be, shall be
the Appraised Value. However, if the value of the Economic Interest contained in the appraisal
report of the third appraiser is more than the higher of the first two appraisals, the higher of the
first two appraisals shall be the Appraised Value and if the value of the Economic Interest
contained in the appraisal report of the third appraiser is less than the lower of the first two
appraisals, the lower of the first two appraisals shall be the Appraised Value. (If either party
fails to timely appoint an appraiser, or either appraiser fails to timely render a report, the value
contained in the timely-rendered report of the timely-appointed appraiser shall be the Appraised
Value and there shall be no need to appoint a third appraiser.) Each party shall pay the fees and
costs of the appraiser appointed by that party, and the fees and other costs of the third appraiser
shall be shared equally by both parties.
ARTICLE XV
DISSOLUTION AND TERMINATION
15.01 Dissolution.
The Company shall be dissolved and subsequently terminated upon:
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(a)
the unanimous vote or written consent of the Class A Member and the
Class B Member to dissolve the Company, or as set forth in Section 14.04; or
(b)
the written consent of the Class A Member to dissolve the Company,
provided that: (i) the Class A Member has determined that that the continued existence
and/or operation of the Company could jeopardize the status of the Class A Member as a
tax-exempt organization under Code Section 501(a) as an organization described in Code
section 501(c)(3); or (ii) the Company has been sanctioned or excluded from participation
in any federal health care program; provided, however, that the Class B Member shall
have the right to continue the business by purchasing the Class A Member's Membership
Interest, within ninety (90) days of the date of the written consent, for an amount equal to
the greater of the amount which the Class A Member would otherwise have received for
such Membership Interest under Section 14.03 or Section 15.03.
15.02 Winding Up and Liquidation.
When the Company is dissolved, the business and property of the Company shall be
wound up and liquidated by the Management Committee or a liquidator designated by the
Members (the “Liquidating Trustee”). The Management Committee or the Liquidating Trustee
shall use his or her or its best efforts to reduce to cash and cash equivalent items, such assets of
the Company as the Management Committee or the Liquidating Trustee shall deem it advisable
to sell, with consideration to obtaining fair value for such assets, and any tax or other legal
considerations.
15.03 Distributions.
On winding up of the Company, the assets of the Company shall be distributed, first to
creditors of the Company, including Members and Economic Interest Owners who are creditors,
in satisfaction of the liabilities of the Company, and then to the Members and Economic Interest
Owners in accordance with the balances in their respective Capital Accounts, after taking into
account all contributions, distributions, and allocations for all periods.
15.04 Negative Capital Accounts.
Except as otherwise provided in this Agreement, no Member or Economic Interest Owner
shall be obligated to restore a Negative Capital Account to the Company, and such deficit shall
not be considered a debt owed to the Company or any other person for any purpose whatsoever.
ARTICLE XVI
DEFINITIONS
The following capitalized terms shall have the meanings specified in this Article XVI.
Other terms are defined in the text of this Agreement, and throughout this Agreement, those
terms shall have the meanings respectively ascribed to them.
Act.
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“Act” shall mean the Connecticut Limited Liability Company Act, as amended from time
to time.
Adjusted Capital Account Deficit.
“Adjusted Capital Account Deficit” means, with respect to any Member or Economic
Interest Owner, the deficit balance, if any, in the Member’s or Economic Interest Owner’s
Capital Account as of the end of the relevant taxable year, after giving effect to the following
adjustments:
(i)
the Member’s or Economic Interest Owner’s Capital Account shall
be increased by the amount that the Member or the Economic Interest Owner is
obligated to restore, or is deemed obligated to restore pursuant to Regulation
Section 1.704-1(b)(2)(ii)(c) and the penultimate sentences of Regulation Sections
1.704-2(g)(1) and 1.704-2(i)(5); and
(ii)
the Member’s or Economic Interest Owner’s Capital Account shall
be decreased by the items described in Regulation Sections
1.704-1(b)(2)(ii)(d)(4), (5), and (6).
The foregoing definition of Adjusted Capital Account Deficit is intended to comply with
the provisions of Section 1.704-1(b)(2)(ii)(d) of the Regulations and shall be interpreted
consistently therewith.
Affiliate.
“Affiliate” shall mean, with respect to a Member or Connecticut GI, P.C. or MidState
Gastroenterology Specialists, P.C., any other Person that directly, or indirectly through one or
more intermediaries, controls, is controlled by, or is under common control with, the Member or
Connecticut GI, P.C. or MidState Gastroenterology Specialists, P.C. All Physician Members,
and any Person directly or indirectly owned by a Physician Member, shall be deemed to be
Affiliates of the Class B Member. Notwithstanding any other provision of this Agreement to the
contrary, for purpose of Article XI only, “Affiliate”, in the case of the Class B Member, shall
mean exclusively a Person owned exclusively by the Physician Owners of the Class B Member
immediately prior to the subject Transfer.
Agreed Value.
“Agreed Value” shall mean the fair market value of an asset as of the date of valuation,
which shall be determined by the Supermajority Vote of the Members or, if they cannot so agree,
by an independent appraiser selected by the Management Committee.
Applicable Law.
“Applicable Law” shall mean each and every applicable federal, state or local law,
statute, charter, ordinance, rule, regulation, order, license certification and accreditation standard
of any governmental, regulatory or administrative agency or authority or court or other tribunal,
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including but not limited to the Connecticut Public Health Code and any decision issued by the
Connecticut Office of Health Care Access with regard to the application for a certificate of need
to be filed with respect to the Center.
Arbitrable Issue.
“Arbitrable Issue” shall mean any one or more of the following: (i) an alleged breach of
this Agreement; (ii) a dispute regarding the interpretation or implementation of this Agreement,
including without limitation the Company’s Charity Care Policy; (iii) [Redacted].
Articles of Organization.
“Articles of Organization” shall mean the Articles of Organization of the Company as
filed with the Connecticut Secretary of the State, as amended from time to time.
Capital Account.
“Capital Account” shall mean the account maintained by the Company for each Member
and Economic Interest Owner in accordance with the following provisions:
(iii) a Member’s or Economic Interest Owner’s Capital Account shall
be credited with the Member’s or Economic Interest Owner’s Capital
Contributions, the amount of any Company liabilities assumed by the Member or
the Economic Interest Owner (or that are secured by Company property
distributed to the Member or the Economic Interest Owner), the Member’s or
Economic Interest Owner’s distributive share of Profit, and any item in the nature
of income or gain specially allocated to such Member or Economic Interest
Owner pursuant to the provisions of Article IX (other than Section 9.04); and
(iv)
a Member’s or Economic Interest Owner’s Capital Account shall
be debited with the amount of money and the fair market value of any Company
property distributed to the Member or the Economic Interest Owner, the amount
of any liabilities of the Member or the Economic Interest Owner assumed by the
Company (or that are secured by property contributed by the Member or the
Economic Interest Owner to the Company), the Member’s or Economic Interest
Owner’s distributive share of Loss, and any item in the nature of expenses or loss
specially allocated to the Member or the Economic Interest Owner pursuant to the
provisions of Article IX (other than Section 9.04).
If any Economic Interest is transferred pursuant to the terms of this Agreement, the
transferee shall succeed to the Capital Account of the transferor to the extent the Capital Account
is attributable to the transferred Economic Interest. If the book value of Company property is
adjusted pursuant to Section 9.03(d), the Capital Account of each Member and Economic
Interest Owner shall be adjusted to reflect the aggregate adjustment in the same manner as if the
Company had recognized gain or loss equal to the amount of such aggregate adjustment.
In connection with a Capital Contribution of money or other property (other than a de
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minimis amount) by a new or existing Member or Economic Interest Owner as consideration for
an Economic Interest or Membership Interest, or in connection with the liquidation of the
Company or a distribution of money or other property (other than a de minimis amount) by the
Company to a retiring Member or Economic Interest Owner (as consideration for an Economic
Interest or Membership Interest), the Capital Accounts of the Members shall be adjusted to
reflect a revaluation of Company property (including intangible assets) to its Agreed Value in
accordance with Regulation Section 1.704-l(b)(2)(iv)(f). Any differences in the adjusted tax
basis of Company property and the Agreed Value hereunder shall be accounted for under the
principles set forth in Section 9.04.
It is intended that the Capital Accounts of all Members and Economic Interest Owners
shall be maintained in compliance with the provisions of Regulation Section 1.704-1(b), and all
provisions of this Agreement relating to the maintenance of Capital Accounts shall be interpreted
and applied in a manner consistent with that Regulation.
Capital Contribution.
“Capital Contribution” shall mean any contribution to the capital of the Company in cash
or property by a Member or Economic Interest Owner whenever made.
Center.
“Center” shall mean the endoscopy center to be operated by the Company in Wallingford,
Connecticut.
Change in Control.
“Change in Control” means:
(b)
With respect to the Class B Member, less than fifty percent (50%) of the
ownership interests in the Class B Member that are owned by physicians on the active
medical staff of a hospital are owned by licensed gastroenterologists who are then on the
active medical staff of MidState Medical Center; and
(c)
With respect to the Class A Member, if, within one year after a merger or
other reorganization involving Persons other than only then Affiliates of the Class A
Member, more than fifty percent (50%) of the Persons electing the Board of Directors of
the Class A Member are different than the Persons electing the Board of Directors of the
Class A Member immediately prior to such reorganization.
Charity Care Policy.
“Charity Care Policy” shall mean the charity care policy of the Class A Member attached
as Exhibit E to this Agreement and the Financial Assistance Policy available at
https://hartfordhealthcare.org/patients-visitors/patients/billing-insurance/financial-assistance as
amended from time to time by Class A Member and adopted by the Management Committee or
as provided in this Agreement [Redacted].
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Claim.
“Claim” shall mean an action, suit, audit, proceeding, hearing, investigation, litigation,
charge, complaint, claim, assessment or demand.
Class A Managers.
“Class A Managers” shall mean the individual Managers designated by the Class A
Member pursuant to Section 6.01(a) hereof.
Class A Member.
“Class A Member” means MidState Medical Center and its successors and assigns to the
Class A Membership Interest and has been duly admitted as a Class A Member of the Company
in accordance with the terms and conditions of this Agreement.
Class A Membership Interest.
“Class A Membership Interest” means a Membership Interest in the Company described
in Section 2.02 hereof that is not a Class B Membership Interest. Each Member’s Percentage
Interest in the Class A Membership Interests are initially set forth in Section 2.02 and on Exhibit
A.
Class B Managers.
“Class B Managers” shall mean the individual Managers designated by the Class B
Member pursuant to Section 6.01(a) hereof.
Class B Member.
“Class B Member” means MEC and its successors and assigns to the Class B
Membership Interest and has been duly admitted as a Class B Member of the Company in
accordance with the terms and conditions of this Agreement.
Class B Membership Interest.
“Class B Membership Interest” means a Membership Interest in the Company described
in Section 2.02 hereof that is not a Class A Membership Interest. Each Member’s Percentage
Interest in the Class B Membership Interests are set forth on Exhibit A.
[Redacted].
Code.
“Code” shall mean the Internal Revenue Code of 1986, as amended, or the corresponding
provisions of subsequent and superseding federal revenue laws.
Company.
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“Company” shall mean Wallingford Endoscopy Center, LLC.
[Redacted].
Connecticut GI, P.C.
“Connecticut GI, P.C.” shall mean Connecticut GI, P.C., a Connecticut professional
service corporation, with an address at 85 Seymour Street, #1000, Hartford, Connecticut 06106,
and its successors.
Costs.
“Costs” shall mean any and all liabilities, losses, damages, Claims, sanctions, exclusions,
taxes, interest, penalties, fines, costs and expenses (including without limitation, reasonable
expenses of investigation and court costs, reasonable attorneys’ fees and disbursements and the
reasonable fees and disbursements of other professionals).
Economic Interest.
“Economic Interest” shall mean a Member’s or Economic Interest Owner’s share of the
Profit and Loss of and the right to receive distributions from the Company pursuant to this
Agreement and the Act, but shall not include any right to participate in the management or
affairs of the Company, including the right to vote on, consent to, or otherwise participate in any
decision of the Members.
Economic Interest Owner.
“Economic Interest Owner” shall mean the owner of an Economic Interest who is not a
Member.
[Redacted].

[Redacted].
[Redacted].
Majority in Interest.
“Majority in Interest” means the Members holding a majority of the Percentage Interests
then held by the Members.
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Manager.
“Manager” shall mean the Person or Persons designated to manage the business and
affairs of the Company pursuant to Article VI hereof.
Management Committee.
“Management Committee” shall mean the Managers designated to manage the business
and affairs of the Company pursuant to Article VI hereof.
[Redacted].
Medical Staff.
“Medical Staff” shall have the meaning set forth in Section 8.01 hereof.
Member.
“Member” shall mean each of the parties who executes a counterpart of this Agreement
as a Member and each of the parties who may hereafter become a Member in accordance with
the terms hereof. If a Person is a Member immediately prior to the purchase or other acquisition
by such Person of a Membership Interest or an Economic Interest, such Person shall have all the
rights of a Member with respect to such purchased or otherwise acquired Membership Interest or
Economic Interest, as the case may be. A Member shall cease to be a Member upon the sale or
other transfer of his or her entire Economic Interest in the Company and shall not be deemed a
Member with respect to any Percentage Interest in which he or she has sold or otherwise
transferred his or her entire Economic Interest.
Member Nonrecourse Debt Minimum Gain.
“Member Nonrecourse Debt Minimum Gain” has the meaning set forth in Regulation
Section 1.704-2(i)(3). Member Nonrecourse Debt Minimum Gain shall be computed separately
for each Member and Economic Interest Owner in a manner consistent with the Regulations
under Code Section 704(b).
Member Nonrecourse Deductions.
“Member Nonrecourse Deductions” means any Company deductions that would be
Nonrecourse Deductions, if they were not attributable to a loan made or guaranteed by a Member
or Economic Interest Owner within the meaning of Regulation Section 1.704-2(b)(4).
Member Representatives.
“Member Representatives” shall mean those individuals designated by the Members
pursuant to Article II hereof.
Membership Interest.
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“Membership Interest” shall mean a Member’s entire interest in the Company including
such Member’s Economic Interest and the right to participate in the management of the business
and affairs of the Company, including the right to vote on, consent to, or otherwise participate in
any decision or action of or by the Members granted pursuant to this Agreement and the Act.
MidState Gastroenterology Specialists, P.C.
“MidState Gastroenterology Specialists, P.C.” shall mean MidState Gastroenterology
Specialists, P.C., a Connecticut professional services corporation with an address at 455 Lewis
Avenue, #105, Meriden, CT 06451, and its successors.
MidState Medical Center.
“MidState Medical Center” shall mean MidState Medical Center or any Affiliate of
MidState Medical Center [Redacted].
Minimum Gain.
“Minimum Gain” has the meaning set forth in Regulation Sections 1.704-2(b)(2) and
1.704-2(d). Minimum Gain shall be computed separately for each Member and Economic
Interest Owner in a manner consistent with the Regulations under Code Section 704(b).
Negative Capital Account.
“Negative Capital Account” means a Capital Account with a balance of less than zero.
Nonrecourse Deductions.
“Nonrecourse Deductions” has the meaning set forth in Regulation Section 1.704-2(b)(1).
The amount of Nonrecourse Deductions for a taxable year of the Company equals the net
increase, if any, in the amount of Minimum Gain during that taxable year, determined according
to the provisions of Regulation Section 1.704-2(c).
Nonrecourse Liability.
“Nonrecourse Liability” means any liability of the Company with respect to which no
Member or Economic Interest Owner has personal liability determined in accordance with
Regulation Section 1.752-1(a)(2).
Percentage Interest.
“Percentage Interest” shall mean, as to a Member, the percentage set forth after the
Member’s name on Exhibit A, as amended from time to time, and as to an Economic Interest
Owner who is not a Member, the Percentage Interest of the Member whose Economic Interest
has been acquired by such Economic Interest Owner, to the extent the Economic Interest Owner
has succeeded to that Member’s Economic Interest.
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Person.
“Person” shall mean any individual, general partnership, limited partnership, limited
liability company, corporation, joint venture, trust, business trust, cooperative, association,
foreign trust or foreign business organization and the heirs, executors, administrators, legal
representatives, successors, and assigns of such “Person” where the context so permits.
Profit and Loss.
“Profit” and “Loss” shall mean, for each taxable year of the Company (or other period for
which Profit or Loss must be computed) the Company’s taxable income or loss determined in
accordance with Code Section 703(a), with the following adjustments:
(i)
all items of income, gain, loss, deduction, or credit required to be
stated separately pursuant to Code Section 703(a)(1) shall be included in
computing taxable income or loss;
(ii)
any tax-exempt income of the Company, not otherwise taken into
account in computing taxable income or loss, shall be included in computing
Profit or Loss;
(iii) any expenditures of the Company described in Code Section
705(a)(2)(B) (or treated as such pursuant to Regulation Section
1.704-1(b)(2)(iv)(i)) and not otherwise taken into account in computing taxable
income or loss, shall be subtracted from Profit or Loss;
(iv)
gain or loss resulting from any taxable disposition of Company
property shall be computed by reference to the adjusted book value of the
property disposed of, notwithstanding the fact that the adjusted book value differs
from the adjusted basis of the property for federal income tax purposes; and
(v)
in lieu of the depreciation, amortization, or cost recovery
deductions allowable in computing taxable income or loss, there shall be taken
into account the depreciation computed based upon the adjusted book value of the
asset.
Regulation(s).
“Regulation” or “Regulations” shall mean the income tax regulations promulgated under
the Code by the United States Department of the Treasury, including proposed, temporary and
final regulations.
Shortfall.
“Shortfall” shall have the meaning set forth in Section 9.06(d) hereof.
[Redacted].
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Supermajority Vote.
"Supermajority Vote" means (a) the vote of the Members holding at least seventy six
(76%) percent of the Percentage Interests of the Company or (b) the vote of Member
Representatives whose Member's hold at least seventy six (76%) percent of the Percentage
Interests in the Company.
Transfer.
“Transfer” means, when used as a noun, any sale, hypothecation, pledge, assignment,
attachment, gift, bequest, exchange, conveyance, encumbrance or any other form of disposition,
whether voluntary or involuntary, by direct or indirect means, or by merger, consolidation or
otherwise, and, when used as a verb, means, to sell, hypothecate, pledge, assign, gift, bequeath,
exchange, convey, encumber or otherwise dispose of, whether voluntary or involuntary, by direct
or indirect means, or by merger, consolidation or otherwise; provided, however, that “Transfer”
shall not include a Transfer by the Class A Member or the Class B Member to an Affiliate of the
transferor.
Voluntary Withdrawal.
“Voluntary Withdrawal” means the disassociation of a Member or an Economic Interest
Owner from the Company by means other than by a Transfer or an Involuntary Withdrawal.
MEC.
“MEC” shall mean MidState Endoscopy Center Holdings, LLC, a Connecticut limited
liability company, all of the beneficial interests of which are owned by stockholders of
Connecticut GI, P.C. and MidState Gastroenterology Specialists, P.C., with an address at [85
Seymour Street, #1000, Hartford, Connecticut 06106], or any Affiliate of MEC [Redacted].
ARTICLE XVII
MISCELLANEOUS PROVISIONS
17.01 [Redacted].
17.02 Power of Attorney.
(a)
Each Member constitutes and appoints each Manager as the Member’s
true and lawful attorney-in-fact (“Attorney-In-Fact”), and in the Member’s name, place
and stead, to make, execute, sign, acknowledge, and file or cause to be made, executed,
signed, acknowledged and filed:
(i)
all documents (including amendments to the Articles of
Organization) that the Attorney-In-Fact deems appropriate to reflect any
amendment, change, or modification of this Agreement;
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(ii)
any and all other certificates or other instruments required to be
filed by the Company under the laws of the State of Connecticut or of any other
state or jurisdiction, including, without limitation, any certificate or other
instruments necessary in order for the Company to continue to qualify as a limited
liability company under the laws of the State of Connecticut;
(iii)

one or more applications to use an assumed name; and

(iv)
all documents that may be required to dissolve and terminate the
Company and to cancel its Articles of Organization.
(b)
The foregoing power of attorney is irrevocable and is coupled with an
interest, and to the extent permitted by Applicable Law, shall survive the death, disability
or dissolution of a Member. It also shall survive the transfer of a Membership Interest or
an Economic Interest, except that if the transferee is approved for admission as a
Member, this power of attorney shall survive the delivery of the assignment for the sole
purpose of enabling the Attorney-in-Fact to execute, acknowledge, and file any
documents needed to effectuate the substitution. Each Member shall be bound by any
representations made by the Attorney-in-Fact acting in good faith pursuant to this power
of attorney, and each Member hereby waives any and all defenses that may be available
to contest, negate, or disaffirm the action of the Attorney-in-Fact taken in good faith
under this power of attorney.
17.03 Notices.
Any notice, demand, consent, approval, communication or other document required or
permitted to be given hereunder shall be in writing and delivered personally or sent by registered
or certified mail, postage prepaid, or a nationally recognized overnight delivery service (receipt
requested), to the Member’s or the Company’s address, as appropriate, which is set forth in this
Agreement, or to such other address for the party as shall be specified by like notice. Any notice
that is delivered personally in the manner provided herein shall be deemed to have been duly
given to the party to whom it is directed upon actual receipt by such party. Any notice that is
addressed and mailed or delivered overnight in the manner herein provided shall be duly given
when received by the addressee.
17.04 Application of Connecticut Law.
This Agreement and its interpretation shall be governed exclusively by its terms and by
the laws of the State of Connecticut (without regard to principles of conflicts of law), and
specifically the Act.
17.05 Jurisdiction and Venue.
Any suit involving any dispute or matter arising under this Agreement may only be
brought in the United States District Court for the District of Connecticut or any Connecticut
State Court having jurisdiction over the subject matter of the dispute or matter. All Members
and Economic Interest Owners hereby consent to the exercise of personal jurisdiction by any
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such court with respect to any such proceeding.
17.06 Amendments.
(a)
This Agreement and the Articles of Organization may be amended upon a
Supermajority Vote of the Member Representatives or by a written consent signed by all
the Member Representatives.
(b)
[Redacted] this Agreement and the Articles of Organization may be
amended upon a unanimous vote of the Class A Managers, provided that the Class A
Managers have reasonably determined, based on the written advice of counsel, that such
amendment or amendments are necessary to prevent the Class A Member from losing its
status as a tax-exempt organization under Code Section 501(a) as an organization
described in Code Section 501(c)(3).
17.07 Execution of Additional Instruments.
Each Member hereby agrees to execute such other and further statements of interest and
holdings, designations and other instruments necessary to comply with any Applicable Law,
rules or regulations.
17.08 Construction.
When required by the context, the singular number whenever used in this Agreement
shall include the plural and vice-versa, and the masculine gender whenever used in this
Agreement shall include the feminine and neuter genders and vice-versa.
17.09 Headings.
The headings in this Agreement are inserted for convenience only and are in no way
intended to describe, interpret, define, or limit the scope, extent or intent of this Agreement or
any provision hereof.
17.10 Waivers.
The failure of any party to seek redress for default of or to insist upon the strict
performance of any covenant or condition of this Agreement shall not prevent a subsequent act,
that would have originally constituted a default, from having the effect of an original default.
17.11 Rights and Remedies Cumulative.
The rights and remedies provided by this Agreement are cumulative and the use of any
one right or remedy by any party shall not preclude or waive the right to use any other remedy.
The rights and remedies provided by this Agreement are given in addition to any other legal
rights the parties may have.
17.12 Severability.
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If any provision of this Agreement or the application thereof to any person or
circumstance shall be invalid, illegal or unenforceable to any extent, the remainder of this
Agreement and the application thereof shall not be affected and shall be enforceable to the fullest
extent permitted by law.
17.13 Specific Performance.
The parties recognize that irreparable injury will result from a breach of any provision of
this Agreement and that money damages will be inadequate to fully remedy the injury.
Accordingly, in the event of a breach or threatened breach of one or more of the provisions of
this Agreement, any party who may be injured (in addition to any other remedies that may be
available to that party) shall be entitled to one or more preliminary or permanent orders (i)
restraining and enjoining any act that would constitute a breach or (ii) compelling the
performance of any obligation that, if not performed, would constitute a breach.
17.14 Successors and Assigns.
The covenants, terms, provisions and agreements herein contained shall be binding upon
and inure to the benefit of the parties hereto and to the extent permitted by this Agreement, their
respective successors and assigns.
17.15 Creditors.
None of the provisions of this Agreement shall be for the benefit of or enforceable by any
creditors of the Company.
17.16 Dispute Resolution.
(a)
[Redacted], all disputes, claims, controversies and differences arising out
of or relating to this Agreement, or the termination, invalidity or breach hereof, including
without limitation any deadlock in a vote of the Member Representatives, shall first be
submitted by a party by written notice to, and for resolution by, the Management
Committee. Within ten (10) days of receipt of such notice, the Management Committee
shall meet and attempt to resolve such matter. If the Management Committee is unable to
resolve the matter within such ten day-period (or the dispute originated with the
Management Committee), the party may refer the matter by written notice to, and for
resolution by, the chief executive officers of the Class A and Class B Members. Such
chief executive officers shall meet at the principal office of the Company, or at such other
location as they may agree, within fourteen (14) days of the notice from the party to
negotiate in good faith a resolution of the matter. If within twenty-one (21) days of the
written notice from the party the mater still has not been resolved, and such matter
involves an Arbitrable Issue, the party may submit the dispute to arbitration pursuant to
Section 17.16(b) of this Agreement.
(b)
(i)

If an Arbitrable Issue has not been resolved pursuant to the
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procedures provided for in Section 17.16(a), a party may, by written notice to the
other Members, submit the Arbitrable Issue to be determined by arbitration in the
City of Hartford, Connecticut, in accordance with the Commercial Arbitration
Rules of the American Arbitration Association (except as otherwise specified in
this Section 17.16). The dispute shall be determined by one (1) arbitrator
acceptable to both parties who shall be selected within fourteen (14) days of
receipt of notice of intention to arbitrate by the party receiving that notice. If the
receiving party fails to respond to said notice in writing within said fourteen (14)
days, then the party providing said notice shall select the arbitrator and the
arbitrator selected by the party providing said notice shall be deemed to have been
selected by the receiving party. If, by the end of said fourteen (14) day period the
parties have not agreed upon one (1) arbitrator as acceptable, then the dispute
shall be determined by a panel of three (3) arbitrators selected as follows: Within
an additional seven (7) days, each party will appoint one (1) arbitrator. These two
(2) arbitrators will then, within an additional seven (7) days, name a third
arbitrator. If the two (2) arbitrators are unable to agree upon the choice of a third
arbitrator within seven (7) days, either party may request the person or entity
administering the arbitration, or, if none, the American Arbitration Association or
any other arbitration administering person or entity, to appoint the necessary
arbitrator pursuant to the Commercial Arbitration Rules.
(ii)
As soon as the arbitrator has been chosen or if three are utilized,
the panel has been convened, a hearing date shall be set within thirty (30) days
thereafter. Such hearing date shall be subject to the mutual agreement of the
parties and the arbitrator(s), but if such agreement cannot be reached, the
arbitrator(s) shall have authority to establish such times for hearings as he, she or
they deem appropriate. Written submissions shall be presented and exchanged by
both parties fifteen (15) days before the hearing date, including reports prepared
by any expert upon whom either party intends to rely. At such time the parties
shall also exchange copies of all documentary evidence upon which they will rely
at the arbitration hearing and a list of the witnesses whom they intend to call to
testify at the hearing. Each party shall also make its respective experts available
for deposition by the other party prior to the hearing date. The arbitrator(s) shall
make his or her award as promptly as practicable after conclusion of the hearing.
Arbitrators shall be compensated for their services at the standard hourly rate
charged in their private professional activities.
(iii) The parties acknowledge that the United States District Court for
the District of Connecticut has jurisdiction over the parties for the purpose of
enforcing this Section 17.16. Connecticut rules of civil procedure and evidence
shall apply with respect to any arbitration hereunder, including all rules pertaining
to discovery and inspection. The award may be made solely on the default of a
party. The arbitrator(s) shall follow substantive rules of law. The arbitrator(s)
shall make the award in strict conformity with this Agreement and shall have no
power to depart from or change any of the provisions hereof. If three arbitrators
are used, a decision of any two of them shall be binding. At the request of either
party at the start of the arbitration, the award of the arbitrator(s) shall be
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accompanied by findings of fact and a written statement of reasons for the
decision.
The arbitrator(s) shall have the discretion to award the costs of
arbitration, arbitrators’ fees and the respective attorneys’ fees of each party
between the parties as they see fit. All parties agree to be bound by the results of
this arbitration; judgment upon the award so rendered may be entered and
enforced in any court of competent jurisdiction, including the power to require
specific performance. To the extent reasonably practicable, both parties agree to
continue performing their respective obligations under this Agreement while the
dispute is being resolved. All matters relating to any arbitration hereunder shall
be maintained in confidence.
(iv)
Nothing contained in this Section 17.15 shall prohibit either party
from seeking equitable relief without first resorting to arbitration under such
circumstances as that party’s interests hereunder and in its property will be
otherwise compromised.
17.17 Indemnification for Violations of Law.
(a)
Each Member and Economic Interest Owner (each, an “Indemnitor”) shall
indemnify, hold harmless and defend the Company and each other Member, Economic
Interest Owner and their respective directors, officers, owners, employees,
representatives and agents (each an “Indemnitee” and collectively, the “Indemnitees”)
from and against any Costs incurred by the Indemnitees that arise from or are related to:
(i) a violation of the anti-kickback provisions of Applicable Law by the Indemnitor or
any of its directors, officers, owners, employees, representatives or agents relating to the
Company and/or the Center, and such violation of Applicable Law is not cured by the
Indemnitor at its sole cost and expense within sixty (60) days of the notice provided for in
the first sentence of Section 17.17(b); and/or (ii) the enforcement of this indemnity.
(b)
If there occurs an event which a party asserts is an indemnifiable event
pursuant to this Section 17.17, the parties seeking indemnification shall promptly notify
the other parties obligated to provide indemnification (collectively, the “Indemnifying
Party”). If such event involves (i) any Claim or (ii) the commencement of any action,
suit or proceeding by a third person, the party seeking indemnification will give such
Indemnifying Party prompt written notice of such Claim or the commencement of such
action, suit or proceeding, provided, however, that the failure to provide prompt notice as
provided herein will relieve the Indemnifying Party of its obligations hereunder only to
the extent that such failure prejudices the Indemnifying Party hereunder. In case any
such action, suit or proceeding shall be brought against any party seeking indemnification
and it shall notify the Indemnifying Party of the commencement thereof, the
Indemnifying Party shall be entitled to participate therein and, to the extent that it desires
to do so, to assume the defense thereof, with counsel reasonably satisfactory to such party
seeking indemnification and, after notice from the Indemnifying Party to such party
seeking indemnification of such election so to assume the defense thereof, the
Indemnifying Party shall not be liable to the party seeking indemnification hereunder for
any attorneys’ fees or any other expenses, in each case subsequently incurred by such
party, in connection with the defense of such action, suit or proceeding. The party
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seeking indemnification agrees to cooperate fully with the Indemnifying Party and its
counsel in the defense against any such action, suit or proceeding. In any event, the party
seeking indemnification shall have the right to participate at its own expense in the
defense of such action, suit or proceeding. In no event shall an Indemnifying Party be
liable for any settlement or compromise effected without its prior consent. If, however,
the party seeking indemnification refuses its consent to a bona fide offer of settlement
which the Indemnifying Party wishes to accept (which must include the unconditional
release of the parties seeking indemnification from all liability with respect to the Claim
at issue), the party seeking indemnification may continue to pursue such matter, free of
any participation by the Indemnifying Party, at the sole expense of the party seeking
indemnification. In such event, the obligation of the Indemnifying Party to the party
seeking indemnification shall be equal to the lesser of (i) the amount of the offer or
settlement which the party seeking indemnification refused to accept plus the costs and
expenses of such party prior to the date the Indemnifying Party notifies the party seeking
indemnification of the offer of settlement and (ii) the actual out-of-pocket amount the
party seeking indemnification is obligated to pay as a result of such party’s continuing to
pursue such matter.
(c)
The amount which an Indemnifying Party is required to pay to, for or on
behalf of any other party (hereinafter referred to as an “Indemnitee”) pursuant to this
Section 17.17 shall be adjusted (including, without limitation, retroactively) by any
insurance proceeds actually recovered by or on behalf of such Indemnitee in reduction of
the related indemnifiable loss (the “Indemnifiable Loss”). Amounts required to be paid,
as so reduced, are hereafter sometimes called an “Indemnity Payment.” If an Indemnitee
shall have received or shall have had paid on its behalf an Indemnity Payment in respect
of an Indemnifiable Loss and shall subsequently receive insurance proceeds in respect of
such Indemnifiable Loss, then the Indemnitee shall pay to the Indemnifying Party the
amount of such insurance proceeds or, if less, the amount of the Indemnity Payment.
17.18 Counterparts.
This Agreement may be executed in counterparts, each of which shall be deemed an
original but all of which shall constitute one and the same instrument.

[The rest of this page is intentionally left blank.]
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IN WITNESS WHEREOF, the parties hereto have caused their signatures, or the
signatures of their duly authorized representatives, to be set forth below on the day and year first
above written.
MEMBERS:

[SIGNATURE BLOCK]
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EXHIBIT A

MEMBERS, MEMBER PERCENTAGE INTEREST
AND CLASS OF MEMBERSHIP INTEREST

Name and Address

Percentage
Interest

Class of
Membership
Interest

MidState Medical Center
435 Lewis Avenue
Meriden, CT 06451

51%

A

Wallingford Endoscopy Center
Physicians, LLC
____________________
____________________

49%

B

{00011884v1}
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EXHIBIT B
MEMBER REPRESENTATIVES
AND
MANAGEMENT COMMITTEE MEMBERS

MEMBER REPRESENTATIVES
MidState Medical Center Representative:

MidState Endoscopy Center Holdings, LLC Representative:
[

], M.D.

MANAGEMENT COMMITTEE MEMBERS
MidState Medical Center (Class A) Managers:

MidState Endoscopy Center Holdings, LLC (Class B) Managers:
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EXHIBIT C
CHARITY CARE POLICY
See attached Class A Member Charity Care Policy.
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CHARITY CARE POLICY
This policy, as amended from time to time, shall apply to the Company’s Glastonbury
Surgery Center, LLC (the “Center”) and shall be enforced by the Management Committee.
1.
Promotion of Health in the Community. The Center shall be responsible for the
holding annually of free health educational programs and seminars as determined by the
Management Committee, and will otherwise promote the health of the community served by the
Center.
2.
Medicare and Medicaid Patients. The Center shall accept patients covered by
Medicare and Medicaid.
3.
Charity Care. In accordance with the Financial Assistance Policy attached
hereto, the Center shall provide free or reduced charge health care services to the poor or
indigent, based on ability to pay. Charity care for this purpose shall not include contractual
allowances. Ability to pay shall be determined on the basis of the patient’s income relative to the
federal poverty level, his or her net assets, and any other hardship factors.
4.
Debt Collection. While the Center may institute collection proceedings against
those who appear able to pay, it shall not be the primary moving party to foreclose a security
interest in a patient’s primary residence in collection of the debt.
5.
Administration. The Center shall assure that there are adequate notices on
premises about the availability of charity care. Billing and admissions staff shall be trained in the
application process and in the overall Charity Care Policy.
6.
Reports. The Medical Director shall cause a report detailing compliance with this
Charity Care Policy to be prepared and submitted for the review of the Management Committee
of the Company each calendar quarter during the term of this Operating Agreement. The
Management Committee shall cause the Medical Director to take prompt action to require
compliance with this Charity Care Policy should the aforementioned reports evidence
noncompliance, in whole or in part, with this policy.
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Exhibit 6: Draft Transfer Agreement between MidState Medical Center and WEC.
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TRANSFER AGREEMENT BETWEEN
MIDSTATE MEDICAL CENTER
435 LEWIS AVE
MERIDEN, CT 06451
(“Hospital”)
AND
WALLINGFORD ENDOSCOPY CENTER, LLC
Name of Facility

863 NORTH MAIN STREET EXTENSION
Street Address

WALLINGFORD, CT 06492
City, State, and ZIP Code

(“Facility”)
To facilitate continuity of care and the timely transfer of patients and records between the
Hospital and the Facility, the parties named above agree as follows:
1. Both parties shall make their facilities available to receive and care for all patients who in the
professional opinion of the patient’s physician would receive more appropriate treatment or care
in the receiving institution; provided that at the time of the proposed transfer, the receiving
institution shall have the facilities available for the proper care for the transferring patient, in
accordance with federal and state laws and regulations.
2. The transferring institution will send with each patient at the time of transfer and whenever
possible with the driver of the vehicle which transports the patient, or in the case of emergency,
as promptly as possible the completed transfer and referral forms mutually agreed upon to
provide the medical and administrative information necessary to determine the appropriateness
of the placement and to enable continuing care to the patient. The transfer and referral forms
will include such information as current medical findings, diagnoses, a brief summary of the
course of treatment followed in the transferring institution, nursing and dietary information,
discharge medication list, ambulation status, and pertinent administrative and social information,
as appropriate.
3. The Hospital shall make available its diagnostic and therapeutic services for emergency care,
on an outpatient basis, as ordered or referred by the attending physician subject to federal and
state laws and regulations and Hospital’s policies and procedures.
4. The transferring institution will be responsible for the transfer or other appropriate disposition
of personal effects, particularly money and valuables, and information related to these items.
5. The transferring institution will be responsible for effecting the transfer of the patient, including
arranging for appropriate and safe transportation and care of the patient during the transfer in
accordance with applicable federal and state laws and regulations.
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6. The receiving institution will have responsibility for the care of the patient upon acceptance of
admission.
7. Each institution shall be solely responsible for billing and collecting charges which result from
services it rendered to the patient. Charges for services performed by either facility shall be
collected by the institution rendering such services, directly from the patient, third-party payer, or
other sources normally billed by the institution. Neither facility shall have any liability to the other
for such charges. However, each transferring institution will provide the receiving institution with
appropriate information it possesses pertinent to the financial status of the patient, the
responsible party for the patient and any applicable information on benefit or insurance
coverage.
8. The governing body of each facility shall have exclusive control of policies, management,
assets, and affairs of its respective institutions. Neither institution shall assume any liability by
virtue of the agreement for any debts or other obligations of either a financial or legal nature
incurred by the other party to this agreement.
9. Nothing in this agreement shall be construed as limiting the rights of either institution to
contract with any other facility on a limited or general basis.
10. This agreement shall be in effect from the effective date identified below and shall remain in
force unless terminated by (i) either facility providing thirty (30) days prior written notice; or (ii)
immediately upon the revocation of either party’s license to operate by the State of Connecticut
or the failure of either party to be properly certified to participate in Medicare or Medicaid.
11. Any dispute arising under this agreement shall be discussed directly by the Administrator of
the Facility and the director of Case Management at MidState Medical Center. If no agreement
is reached, the Director of Case Management will bring the matter to the attention of the
MidState Medical Center Administration.
12. This agreement may be modified or amended by mutual agreement of the parties in writing,
13. Nothing in this agreement shall be construed as allowing the use of the other party’s name
in any promotional or advertising material without the prior written approval of the institution
whose name is to be used.
IN WITNESS THEREFORE, the parties hereto are duly authorized to execute this agreement to
be effective on the __ day of __________________________, 2016.
MIDSTATE MEDICAL CENTER

WALLINGFORD ENDOSCOPY CENTER,
LLC

By:_______________________________
Printed
Name: ____________________________

By: _______________________________
Printed
Name: ____________________________

Its: _______________________________

Its: _______________________________

Date: _____________________________

Date: _____________________________
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Exhibit 7: Hartford Healthcare’s Financial Assistance Policy.
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Exhibit 8: Letter of Interest from Bank of America.
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Exhibit 9: Financial Worksheet A and B.

0170

MidState Medical Center
Financial Worksheet (A)
LINE Total Entity:

A.
1
2
3
4
5
6
7
8
9
10
11
12
13

Description
OPERATING REVENUE
Total Gross Patient Revenue
Less: Allowances
Less: Charity Care
Less: Other Deductions
Net Patient Service Revenue
Medicare
Medicaid
CHAMPUS & TriCare
Other
Total Government
Commercial Insurers
Uninsured
Self Pay
Workers Compensation
Other
Total Non-Government

NON-PROFIT
Please provide one year of actual results and three years of projections of Total Entity
without, incremental to and with the CON proposal in the following reporting format:
(1)
(2)
(3)
(4)
FY 2015
FY 2018
FY 2018
FY 2018
Actual
Projected
Projected
Projected
Results
W/out CON
Incremental With CON
$549,527,239
$326,495,410
$6,216,157

$549,976,706
$320,516,525
$5,416,319

$216,815,672
$83,772,561
$22,462,697
$213,932

$224,043,862
$81,692,843
$22,586,112
$334,048

$0

$106,449,190
$105,563,639

$104,613,003
$110,637,503

$0

$2,037,612
$2,765,231

$5,730,619
$3,062,737

$110,366,482

$119,430,859

$0

$216,815,672
$4,423,863

$224,043,862
$3,498,038

$212,391,809
$14,304,616
$101,856
$226,798,281

$220,545,824
$13,561,666
$143,000
$234,250,490

$66,713,505
$17,327,268
$6,307,847
$34,375,460
$12,593,806

$63,223,942
$18,043,212
$2,386,564
$35,728,314
$10,907,637

$3,968,133
$2,190,432

$3,901,404
$3,247,839

$66,787,297
$210,263,748

$76,528,194
$213,967,106

revenue, expense and volume statistics
(5)
FY 2019
Projected
W/out CON

(6)
(7)
FY 2019
FY 2019
Projected
Projected
Incremental With CON

$549,976,706
$320,516,525
$5,416,319
$0
$224,043,862
$81,692,843
$22,586,112
$334,048
$0
$104,613,003
$110,637,503
$0
$5,730,619
$3,062,737
$0
$119,430,859

$558,226,357
$325,324,273
$5,497,564

$121,222,321

$0

$0

$224,043,862
$3,498,038

$227,402,672
$3,415,031

$0
$585,470

$220,545,824
$14,147,136
$143,000
$234,835,960

$223,989,489
$13,832,899
$144,430
$237,966,818

$63,223,942
$18,043,212
$2,386,564
$35,728,314
$10,907,637
$0
$3,901,404
$3,247,839
$0
$76,528,194
$213,967,106

$64,488,421
$18,584,508
$2,422,362
$36,800,163
$11,016,713

$20,868,854

(8)
FY 2020
Projected
W/out CON

(9)
(10)
FY 2020
FY 2020
Projected
Projected
Incremental With CON

$558,226,357
$325,324,273
$5,497,564
$0
$227,404,520
$82,918,236
$22,924,904
$337,211
$0
$106,180,351
$112,297,065
$0
$5,816,578
$3,108,678
$0
$121,222,321

$566,599,752
$330,204,137
$5,580,027

$123,040,656

$0

$0

$227,402,672
$3,415,031

$230,811,846
$3,483,332

$0
$624,454
$624,454

$223,989,489
$14,457,353
$144,430
$238,591,272

$227,332,256
$14,109,557
$145,874
$241,587,687

$65,778,189
$19,142,044
$2,458,698
$37,904,168
$11,126,881

$80,354,604
$220,928,406

$0

$64,488,421
$18,584,508
$2,422,362
$36,800,163
$11,016,713
$0
$3,851,404
$3,410,231
$0
$80,354,604
$220,928,406

$17,038,412

$624,454

$17,662,866

$227,404,520
$82,918,236
$22,924,904
$337,211

$0

$106,180,351
$112,297,065

$0

$5,816,578
$3,108,678

(11)
FY 2021
Projected
W/out CON

(12)
(13)
FY 2021
FY 2021
Projected
Projected
Incremental With CON

$566,599,752
$330,204,137
$5,580,027
$0
$230,815,588
$84,162,009
$23,268,777
$340,404
$0
$107,771,190
$113,981,521
$0
$5,903,827
$3,155,308
$0
$123,040,656

$575,098,748
$335,157,199
$5,663,728

$119,493,266

$0

$0

$230,811,846
$3,483,332

$228,880,140
$3,552,998

$0

$228,880,140
$3,552,998

$0
$694,440

$230,724,823
$14,391,748
$147,333
$245,263,904

$0
$768,360

$694,440

$227,332,256
$14,803,997
$145,874
$242,282,127

$768,360

$230,724,823
$15,160,108
$147,333
$246,032,264

$67,093,753
$19,716,305
$2,495,578
$39,041,293
$11,238,149

$84,372,334
$228,163,618

$0

$65,778,189
$19,142,044
$2,458,698
$37,904,168
$11,126,881
$0
$3,800,562
$3,580,742
$0
$84,372,334
$228,163,618

$88,590,951
$235,730,321

$0

$67,093,753
$19,716,305
$2,495,578
$39,041,293
$11,238,149
$0
$3,794,512
$3,759,780
$0
$88,590,951
$235,730,321

$13,424,069

$694,440

$14,118,509

$9,533,583

$768,360

$10,301,943

$230,815,588
$84,162,009
$23,268,777
$340,404

$0

$107,771,190
$113,981,521

$0

$5,903,827
$3,155,308

$234,277,821
$85,424,440
$23,618,809
$343,625

$0

$109,386,874
$115,691,244

$0

$599,384
$3,202,638

$575,098,748
$335,157,199
$5,663,728
$0
$234,277,821
$85,424,440
$23,618,809
$343,625
$0
$109,386,874
$115,691,244
$0
$599,384
$3,202,638
$0
$119,493,266

a

14

15
17

B.
1
2
3
4
5
6
7
8
9
10

Net Patient Service Revenue
(Government+Non-Government)
Less: Provision for Bad Debts
Net Patient Service Revenue less
provision for bad debts
Other Operating Revenue
Net Assets Released from Restrictions
TOTAL OPERATING REVENUE
OPERATING EXPENSES
Salaries and Wages
Fringe Benefits
Physicians Fees
Supplies and Drugs
Depreciation and Amortization
b
Provision for Bad Debts-Other
Interest Expense
Malpractice Insurance Cost
Lease Expense
Other Operating Expenses
TOTAL OPERATING EXPENSES
INCOME/(LOSS) FROM OPERATIONS

$16,534,533

$20,283,384

NON-OPERATING REVENUE

($1,492,950)

$2,100,000

EXCESS/(DEFICIENCY) OF REVENUE
OVER EXPENSES

$15,041,583

$22,383,384

$1,099,156

$1,337,545

Principal Payments
C.
1
2
3

PROFITABILITY SUMMARY
Hospital Operating Margin
Hospital Non Operating Margin
Hospital Total Margin

D.

FTEs

E.
1
2

VOLUME STATISTICS
Inpatient Discharges
Outpatient Visits
TOTAL VOLUME

7.3%
-0.7%
6.7%

8.6%
0.9%
9.5%

877

9,208
8,977
18,185

$585,470

$585,470

$3,851,404
$3,410,231

$2,100,000

$585,470

$22,968,854

$0

$17,038,412

$624,454

$1,337,545

100.0%
0.0%
100.0%

$3,800,562
$3,580,742

$17,662,866

$0

$13,424,069

$694,440

$0

8.8%
0.9%
9.7%

7.2%
0.0%
7.2%

848

848

8,469
2,940
11,409

8,469
2,940
11,409

100.0%
0.0%
100.0%

$3,794,512
$3,759,780

$14,118,509

$0

$9,533,583

$768,360

$0

7.4%
0.0%
7.4%

5.6%
0.0%
5.6%

100.0%
0.0%
100.0%

5.8%
0.0%
5.8%

845

845

843

843

8,300
3,028
11,328

8,300
3,028
11,328

8,228
3,119
11,347

8,228
3,119
11,347

$10,301,943
$0

3.9%
0.0%
3.9%

100.0%
0.0%
100.0%

4.2%
0.0%
4.2%
0

c

0

0

0

8,189
3,213
11,402

a

Total amount should equal the total amount on cell line "Net Patient Revenue" Row 14.
b
Provide the amount of any transaction associated with Bad Debts not related to the provision of direct services to patients. For additional information, refer to FASB, No.2011-07, July 2011.
c
Provide projected inpatient and/or outpatient statistics for any new services and provide actual and projected inpatient and/or outpatient statistics for any existing services which will change due to the proposal.

0171

0

8,189
3,213
11,402

Wallingford Endoscopy Center, LLC
Financial Worksheet (B)
LINE Total Entity:

A.
1
2
3
4
5
6
7
8
9
10
11
12
13

Description
OPERATING REVENUE
Total Gross Patient Revenue
Less: Allowances
Less: Charity Care
Less: Other Deductions
Net Patient Service Revenue
Medicare
Medicaid
CHAMPUS & TriCare
Other
Total Government
Commercial Insurers
Uninsured
Self Pay
Workers Compensation
Other

Total Non-Government

FOR-PROFIT
Please provide one year of actual results and three years of projections ofTotal Entity revenue, expense and volume statistics
without, incremental to and with the CON proposal in the following reporting format:
(1)
(2)
(3)
(4)
(5)
(6)
(7)
FY
FY-2018
FY-2018
FY-2018
FY-2019
FY-2019
FY-2019
Actual
Projected
Projected
Projected
Projected
Projected
Projected
Results
W/out CON Incremental With CON
W/out CON Incremental With CON
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0

$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0

$12,691,000
$8,650,852
$92,500
$0
$3,947,648
$910,277
$854,090
$45,492
$0
$1,809,859
$2,137,789
$0
$0
$0
$0

$12,691,000
$8,650,852
$92,500
$0
$3,947,648
$910,277
$854,090
$45,492
$0
$1,809,859
$2,137,789
$0
$0
$0
$0

$0

$0

$2,137,789

$13,072,100
$8,843,771
$96,200
$0

$4,132,129
$937,492
$879,958
$46,830

$0

$1,864,280
$2,267,849

$2,137,789

$0

$2,267,849

$13,072,100
$8,843,771
$96,200
$0
$4,132,129
$937,492
$879,958
$46,830
$0
$1,864,280
$2,267,849
$0
$0
$0
$0

(8)
(9)
FY-2020
FY-2020
Projected
Projected
W/out CON Incremental
$13,462,450
$9,038,234
$98,050
$0

$4,326,166
$965,590
$906,272
$49,956

$0

$1,921,818
$2,404,348

$2,267,849

$0

$2,404,348

(10)
FY-2020
Projected
With CON

(11)
(12)
FY-2021
FY-2021
Projected
Projected
W/out CON Incremental

$13,462,450
$9,038,234
$98,050
$0
$4,326,166
$965,590
$906,272
$49,956
$0
$1,921,818
$2,404,348
$0
$0
$0
$0

$13,867,600
$9,235,558
$101,750

(13)
FY-2021
Projected
With CON
$13,867,600
$9,235,558
$101,750
$0
$4,530,292
$994,684
$784,711
$198,520
$0
$1,977,915
$2,552,377
$0
$0
$0
$0

$0

$4,530,292
$994,684
$784,711
$198,520

$0

$1,977,915
$2,552,377

$2,404,348

$0

$2,552,377

$2,552,377

a

14

15
17

B.
1
2
3
4
5
6
7
8
9
10

Net Patient Service Revenue
(Government+Non-Government)
Less: Provision for Bad Debts
Net Patient Service Revenue less
provision for bad debts
Other Operating Revenue
Net Assets Released from Restrictions
TOTAL OPERATING REVENUE

$0
$0

$0
$0

$3,947,648
$0

$3,947,648
$0

$0

$4,132,129

$4,132,129
$0

$0

$4,326,166

$4,326,166
$0

$0

$4,530,292

$4,530,292
$0

$0
$0
$0
$0

$0
$0
$0
$0

$3,947,648
$0
$0
$3,947,648

$3,947,648
$0
$0
$3,947,648

$0

$4,132,129

$0

$4,326,166

$4,530,292

$4,132,129

$0

$4,326,166

$4,326,166
$0
$0
$4,326,166

$0

$0

$4,132,129
$0
$0
$4,132,129

$0

$4,530,292

$4,530,292
$0
$0
$4,530,292

OPERATING EXPENSES
Salaries and Wages
Fringe Benefits
Physicians Fees
Supplies and Drugs
Depreciation and Amortization
b
Provision for Bad Debts-Other
Interest Expense
Malpractice Insurance Cost
Lease Expense
Other Operating Expenses
TOTAL OPERATING EXPENSES

$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0

$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0

$1,131,000
$213,000
$135,000
$308,000
$168,000
$0
$114,393
$0
$382,775
$347,500
$2,799,668

$1,131,000
$213,000
$135,000
$308,000
$168,000
$0
$114,393
$0
$382,775
$347,500
$2,799,668

$0

$1,165,000
$276,300
$135,000
$317,200
$168,000
$0
$99,664
$0
$382,775
$363,770
$2,907,709

$1,165,000
$276,300
$135,000
$317,200
$168,000
$0
$99,664
$0
$382,775
$363,770
$2,907,709

$0

$1,200,000
$286,914
$135,000
$326,700
$168,000
$0
$84,026
$0
$382,775
$381,105
$2,964,520

$1,200,000
$286,914
$135,000
$326,700
$168,000
$0
$84,026
$0
$382,775
$381,105
$2,964,520

$0

$1,236,000
$298,861
$135,000
$336,500
$168,000
$0
$68,003
$0
$382,775
$398,564
$3,023,703

$1,236,000
$298,861
$135,000
$336,500
$168,000
$0
$68,003
$0
$382,775
$398,564
$3,023,703

$0

$1,224,420

$1,224,420

$0

$1,361,646

$1,361,646

$0

$1,506,589

$1,506,589

INCOME/(LOSS) FROM OPERATIONS

$0

$0

$1,147,980

$1,147,980

NON-OPERATING INCOME

$0

$0

$0

$0

Income before provision for income taxes

$0

$0

$1,147,980

$1,147,980

Provision for income taxes

$0

$0

$0

$0

NET INCOME

$0

$0

$1,147,980

$1,147,980

C.

Retained Earnings, beginning of year
Retained Earnings, end of year

$0
$0

$0
$0

$0
$1,147,980

Principal Payments

$0

$0

$238,815

D.
1
2
3

PROFITABILITY SUMMARY
Hospital Operating Margin
Hospital Non Operating Margin
Hospital Total Margin

0.0%
0.0%
0.0%

0.0%
0.0%
0.0%

E.

FTEs

c

F.
1
2

29.1%
0.0%
29.1%

$0
$0

$1,224,420

$1,224,420

$1,224,420

$0
$1,147,980

$1,147,980
$2,372,400

$238,815

0

0

16

16

0
0
0

0
0
0

0
6,860
6,860

0
6,860
6,860

$0

$1,361,646

$0
$1,224,420

29.1%
0.0%
29.1%

$0

$0

0.0%
0.0%
0.0%

$1,361,646

$0
$0

$1,506,589

$1,506,589

$0

$1,506,589

$1,506,589

$0

$0

$1,361,646

$1,361,646

$1,147,980
$2,372,400

$2,372,400
$3,734,046

$2,372,400
$3,734,046

$3,734,046
$5,240,635

$3,734,046
$5,240,635

$253,544

$253,544

$269,182

$269,182

$285,205

$285,205

29.6%
0.0%
29.6%

29.6%
0.0%
29.6%

31.5%
0.0%
31.5%

31.5%
0.0%
31.5%

33.3%
0.0%
33.3%

33.3%
0.0%
33.3%

16

16

7,066
7,066

0
7,066
7,066

$0

0.0%
0.0%
0.0%

16

16

7,278
7,278

0
7,278
7,278

0.0%
0.0%
0.0%

16

16

7,496
7,496

0
7,496
7,496

d

VOLUME STATISTICS
Inpatient Discharges
Outpatient Visits
TOTAL VOLUME

0

0

0

a

Total amount should equal the total amount on cell line "Net Patient Revenue" Row 14.
Provide the amount of any transaction associated with Bad Debts not related to the provision of direct services to patients. For additional information, refer to FASB, No.2011-07, July 2011.
Provide the amount of income taxes as defined by the Internal Revenue Services for for-profit entities.
d
Provide projected inpatient and/or outpatient statistics for any new services and provide actual and projected inpatient and/or outpatient statistics for any existing services which will change due to the proposal.
b
c
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Exhibit 10: Financial assumptions used in this proposal.
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Assumptions
MidState Medical Center
Financial Schedule A

Revenue:
1.
2.
3.
4.

70% of GI volume at MidState Medical Center will shift to the proposed WEC
Net revenue will increase by 1.5% per year per payer contracts
Bad debt and other operating revenue will increase 2% per year
3% growth in G.I. procedures performed at MidState Medical Center

Expense:
1.
2.
3.
4.
5.
6.

Salaries increase 2% per year
Benefits increase 3% per year
Professional fees increase 1.5% per year
Supplies increase 3% per year
Depreciation increases 1% per year
Malpractice increases 5% per year
7. Other Expenses increased 5% per year

Wallingford Endoscopy Center, LLC
Financial Schedule B

Revenue:
1. 70% volume shift from MidState Medical Center
2. 3% growth in procedures per year
Expense:
1.
2.
3.
4.
5.

Salaries and Wages- 16 FTE’s with 3% increase per year
Fringe Benefits- projected at 5% of total compensation
Supplies and Drugs – 3% of net patient revenue
Interest- based on $2,014,825 term loan repaid over 7 years, at 6%
Lease costs- 6,000 sq. ft. at $40 per square foot, including all utilities
Lease of 6 colon scopes and 4 endoscopes, $20 per procedure
6. Other operating Expenses – increase 3% per year
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Greer, Leslie
From:
Sent:
To:
Subject:
Attachments:

Carney, Brian
Friday, December 30, 2016 1:01 PM
Greer, Leslie
FW: 16-32136-CON Completeness
16-32136 Completeness Letter Final.docx; con_main_form.docx

Leslie, please add to the record.
Thanks
Brian
Brian A. Carney, MBA
Office of Health Care Access
Phone: (860) 418‐7014
Fax:
(860) 418 7053
Email: brian.carney@ct.gov

From: Carney, Brian
Sent: Friday, December 30, 2016 11:27 AM
To: Walker, Shauna
Subject: 16-32136-CON Completeness

Shauna,
In case you were worried. This went out at 11:23 am…… Kaila had me add one question. Also, sent the Main Form (we
said it was attached) and adjusted a page number to reflect recent changes in the form.
Brian
Brian A. Carney, MBA
Associate Research Analyst
Office of Health Care Access
CT Department of Public Health
410 Capitol Avenue, MS #13HCA
P.O. Box 340308
Hartford, CT 06134‐0308
Phone: (860) 418‐7014
Fax:
(860) 418 7053
Email: brian.carney@ct.gov
Web: www.ct.gov/ohca
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Office of Health Care Access

December 30, 2016

VIA EMAIL

Barbara A. Durdy
Director, Strategic Planning
Hartford HealthCare
181 Patricia M. Genova Blvd
Newington, CT 06111
Barbara.Durdy@hhchealth.org
RE:

Certificate of Need Application, Docket Number 16-32136-CON
Establishment of an Outpatient Surgical Facility

Dear Ms. Durdy:
On November 30th, 2016, the Department of Public Health (“DPH”), Office of Health Care
Access (“OHCA”) received the Certificate of Need (“CON”) application on behalf of
Wallingford Endoscopy Center, LLC (“WEC”) and MidState Medical Center (“MidState” or
“Hospital”) to establish an outpatient surgical facility for gastroenterological (“GI”) services at
WEC, in Wallingford, Connecticut. WEC will be jointly owned by the Hospital and MidState
Endoscopy Center Holdings, LLC (“MEC”); with ownership interests of 51% and 49%,
respectively.
After reviewing the new outpatient surgical facility application, OHCA has determined that
MEC will be added as an applicant in the above-referenced matter.
OHCA requests additional information pursuant to Connecticut General Statutes §19a-639a(c).
Please “reply all” to electronically confirm receipt of this email as soon as you receive it.
Provide responses to the questions below in both a Word document and PDF format as an
attachment to a responding email. Please email your responses to all of the following email
addresses: OHCA@ct.gov and kaila.riggott@ct.gov.
Pursuant to Section 19a-639a(c) of the Connecticut General Statutes, you must submit your
response to this request for additional information no later than sixty days after the date that this

Phone:
(860) 509-8000
 Fax: (860)
509-7184
 VP:
(860) 899-1611
Phone:
(860) 418-7001
 Fax:
(860)
418-7053
410
Capitol
Avenue,
P.O.
Box
340308
410 Capitol Avenue, MS#13HCA
Hartford, Connecticut 06134-0308
Hartford, Connecticut
06134-0308
www.ct.gov/dph
www.ct.gov/dph
Affirmative Action/Equal Opportunity Employer

Affirmative Action/Equal Opportunity Employer

Wallingford Endoscopy, LLC
Docket No.: 16-32136-CON

Page 2 of 3

request was transmitted. Therefore, please provide your written responses to OHCA no later than
February 28, 2017, otherwise your application will be automatically considered withdrawn.
Repeat each question before providing your response and paginate and date your response, (i.e.,
each page, in its entirety). Information filed after the initial CON application submission (e.g.,
completeness response letter, prefiled testimony, late file submissions and the like) must be
numbered sequentially from the applicant’s document preceding it. Please begin your submission
using Page 175 and reference “Docket Number: 16-32136-CON.”
1. As an applicant, MEC is required to submit the following information and documents:
a. general application information contained on page 3 of the CON Main Form (attached
to this email); and
b. a notarized affidavit indicated on page 4 of the attached CON Main Form.
2. The published notice on page 3 of the application lists a capital expenditure of $2,008,825,
while pages 11, 25 and 31 state that the capital expenditure is $2,788,600. Please verify the
appropriate amount and explain the discrepancy.
3. Confirm the start date of the proposal.
4. Page 13 of the application compares endoscopy service rates in both outpatient surgical
facilities (“OSF”) and hospital settings. Given that the Hospital and proposed location for
WEC are located in New Haven County, why have Hartford County rates been applied in this
example? Please revise using New Haven County rates or explain why it is appropriate to use
Hartford County rates.
5. Is the proposed OSF service location accessible by public transportation? Describe overall
accessibility to the new service location (e.g., parking, handicap access, etc.).
6. Page 15 of the application states that patients benefit from minimal wait times at ambulatory
surgical centers, “compared to crowded and sometimes uncomfortable settings found at
larger organizations.” Has MidState experienced problems with scheduling and wait times
for GI services due to its hospital setting? Please describe in detail.
7. Page 19 of the application states that the benefits of affiliations and acquisitions “include
economies of scale when purchasing supplies and services, sharing of best practices,
increased ability to participate in evolving payer models, improved access to capital, and
integration with the Hospitals’ Centers of Excellence in the wider Hartford HealthCare
network.” Please provide specific examples of how these benefits will directly impact
WEC’s clinical services and operations.
8. The projected payer mix on page 34 of the application accounts for a proportion of uninsured
patients, yet the Financial Worksheet for WEC does not reflect any net patient service
revenue from the uninsured. Please verify if there is any net patient revenue associated with
the proportion of uninsured, and if so, updated the Financial Worksheet for WEC on page
172 of the application.

Wallingford Endoscopy, LLC
Docket No.: 16-32136-CON

Page 3 of 3

9. Update Table 7 on page 34 of the application to include the Hospital’s payer mix for fiscal
year (“FY”) 2016. Also, please explain the method and calculations used to project the
reported numbers for WEC.
10. Confirm that the new WEC will provide GI services to Medicaid patients.
11. Revise Table A on page 38 of the application with complete information (e.g., Number of
OR/Procedure Rooms, Estimated Capacity and Current Utilization) for MidState’s GI
services. Provide this information for the past three fiscal years (FY 2014-FY 2016).
12. Provide the number of outpatient GI procedures performed at MidState, per procedure room,
for the past three fiscal years (FY 2014-FY 2016).
13. Provide the following information for WEC for the first three years following adoption of the
proposal:
a. number of procedure rooms;
b. projected number of procedures, per room, per year;
c. estimated annual capacity per room; and
d. annual utilization rate per room.

If you have any questions concerning this letter, please feel free to contact Kaila Riggott at (860)
418-7037.

State of Connecticut
Department of Public Health
Office of Health Care Access

Certificate of Need Application

Main Form
Required for all CON applications

Contents:
o Checklist
o List of Supplemental Forms
o Proposal Information
o Affidavit
o Executive Summary
o Project Description
o Public Need and Access to Health Care
o Financial Information
o Utilization

Version 9/21/16
i

Checklist
Instructions:
1. Please check each box below, as appropriate; and
2. The completed checklist must be submitted as the first page of the CON application.

☐

Attached is a paginated hard copy of the CON application including a completed
affidavit, signed and notarized by the appropriate individuals.

☐

(*New*). A completed supplemental application specific to the proposal type can be
found on OHCA’s website at “OHCA Forms.” A list of supplemental forms can be
found on page 2.

☐

Attached is the CON application filing fee in the form of a certified, cashier or
business check made out to the “Treasurer State of Connecticut” in the amount of
$500.

☐

Attached is evidence demonstrating that public notice has been published in a
suitable newspaper that relates to the location of the proposal, 3 days in a row, at
least 20 days prior to the submission of the CON application to OHCA. (OHCA
requests that the Applicant fax a courtesy copy to OHCA (860) 418-7053, at the time
of the publication)

☐

Attached is a completed Financial Attachment

☐

Submission includes one (1) original hardcopy in a 3-ring binder and a USB flash
drive containing:
1. A scanned copy of each submission in its entirety, including all attachments
in Adobe (.pdf) format.
2 An electronic copy of the applicant’s responses in MS Word (the applications)
and MS Excel (the financial attachment).

For OHCA Use Only:
Docket No.: ______________
OHCA Verified by:__________

Check No.: ________
Date: ____________
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Supplemental Forms
In addition to completing this Main Form and Financial Worksheet (A, B or C), the applicant(s) must
complete the appropriate Supplemental Form listed below. Check the box of the Supplemental Form
to be submitted with the application, below. If unsure which form to select, please call the OHCA main
number (860-418-7001) for assistance. All CON forms can be found on OHCA’s website at OHCA
Forms.
Check
form
included

Conn.
Gen. Stat.
Section
19a-638(a)

☐

(1)

☐

(2)

☐

(3)

Transfer of ownership of a group practice

☐

(4)

Establishment of a freestanding emergency department

☐

(5)
(7)
(8)
(15)

Supplemental Form
Establishment of a new health care facility (mental health and/or
substance abuse) - see note below*
Transfer of ownership of a health care facility (excludes transfer of
ownership/sale of hospital – see “Other” below)

Termination of a service:
- inpatient or outpatient services offered by a hospital
- surgical services by an outpatient surgical facility**
- emergency department by a short-term acute care general hospital
- inpatient or outpatient services offered by a hospital or other facility or
institution operated by the state that provides services that are eligible
for reimbursement under Title XVIII or XIX of the federal Social
Security Act, 42 USC 301, as amended

☐

(6)

Establishment of an outpatient surgical facility

☐

(9)

Establishment of cardiac services

(11)

Acquisition of equipment:
- acquisition of computed tomography scanners, magnetic resonance
imaging scanners, positron emission tomography scanners or
positron emission tomography-computed tomography scanners
- acquisition of nonhospital based linear accelerators

☐

(12)

Increase in licensed bed capacity of a health care facility

☐

(13)

☐

(14)

☐

Other

(10)

☐

Acquisition of equipment utilizing [new] technology that has not
previously been used in the state
Increase of two or more operating rooms within any three-year period by
an outpatient surgical facility or short-term acute care general hospital
Transfer of Ownership / Sale of Hospital

*This supplemental form should be included with all applications requesting authorization for the establishment of a mental
health and/or substance abuse treatment facility. For the establishment of other “health care facilities,” as defined by
Conn. Gen. Stat § 19a-630(11) - hospitals licensed by DPH under chapter 386v, specialty hospitals, or a central service
facility - complete the Main Form only.
**If termination is due to insufficient patient volume, or it is a subspecialty being terminated, a CON is not required.
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Proposal Information
Select the appropriate proposal type from the dropdown below. If unsure which item to select,
please call the OHCA main number (860-418-7001) for assistance.
Proposal Type
(select from dropdown)

Choose an item.

Brief Description

Proposal Address
Capital
Expenditure

$ Click here to enter text.

Is this Application the result of a Determination indicating a CON application must be
filed?
☐
No
☐
Yes, Docket Number: Click here to enter text.

Applicant(s) Information
Applicant Two*

Applicant One

(if applicable)

Applicant
Name & Address
Parent Corporation
Name & Address
(if applicable)

Contact Person
Name
Title
Email Address
Phone
Fax Number
Tax Status
(check one box)

☐
☐

For Profit
Not-for-Profit

☐
☐

For Profit
Not-for-Profit

*For more than two Applicants, attach a separate sheet with the above information

FOR OFFICE USE ONLY
Docket #:

Staff Assigned :

Date Received:
Version 9/21/16
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Affidavit

Applicant: ______________________________________
Project Title: _____________________________________

I, _____________________________, _________________________________
(Name)
(Position – CEO or CFO)

of _____________________________ being duly sworn, depose and state that the (Facility
Name) said facility complies with the appropriate and applicable criteria as set forth in the
Sections 19a-630, 19a-637, 19a-638, 19a-639, 19a-486 and/or 4-181 of the Connecticut
General Statutes.

______________________________________
Signature

__________________
Date

Subscribed and sworn to before me on_______________________

________________________________________
Notary Public/Commissioner of Superior Court

My commission expires: _______________________
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Executive Summary
The purpose of the Executive Summary is to give the reviewer a conceptual understanding of
the proposal. In the space below, provide a succinct overview of your proposal (this may be
done in bullet format). Summarize the key elements of the proposed project. Details should be
provided in the appropriate sections of the application that follow.
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Pursuant to Section 19a-639 of the Connecticut General Statutes, the Office of Health Care
Access is required to consider specific criteria and principles when reviewing a Certificate of
Need application. Text marked with a “§” indicates it is actual text from the statute and may be
helpful when responding to prompts.

Project Description
1. Provide a detailed narrative describing the proposal. Explain how the Applicant(s)
determined the necessity for the proposal and discuss the benefits for each Applicant
separately (if multiple Applicants). Include all key elements, including the parties involved,
what the proposal will entail, the equipment/service location(s), the geographic area the
proposal will serve, the implementation timeline and why the proposal is needed in the
community.
2. Provide the history and timeline of the proposal (i.e., When did discussions begin internally
or between Applicant(s)? What have the Applicant(s) accomplished so far?).
3. Provide the following information:
a. utilizing OHCA Table 1, list all services to be added, terminated or modified, their
physical location (street address, town and zip code), the population to be served and
the existing/proposed days/hours of operation;
b. identify in OHCA Table 2 the service area towns and the reason for their inclusion (e.g.,
provider availability, increased/decreased patient demand for service, market share);
4. List the health care facility license(s) that will be needed to implement the proposal;
5. Submit the following information as attachments to the application:
a. a copy of all State of Connecticut, Department of Public Health license(s) currently held
by the Applicant(s);
b. a list of all key professional, administrative, clinical and direct service personnel related
to the proposal and attach a copy of their Curriculum Vitae;
c. copies of any scholarly articles, studies or reports that support the need to establish the
proposed service, along with a brief explanation regarding the relevance of the selected
articles;
d. letters of support for the proposal;
e. the protocols or the Standard of Practice Guidelines that will be utilized in relation to the
proposal. Attach copies of relevant sections and briefly describe how the Applicant
proposes to meet the protocols or guidelines.
f.

copies of agreements (e.g., memorandum of understanding, transfer agreement,
operating agreement) related to the proposal. If a final signed version is not available,
provide a draft with an estimated date by which the final agreement will be available.
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Public Need and Access to Care
§ “Whether the proposed project is consistent with any applicable policies
and standards adopted in regulations by the Department of Public
Health;” (Conn.Gen.Stat. § 19a-639(a)(1))
6. Describe how the proposed project is consistent with any applicable policies and standards
in regulations adopted by the Connecticut Department of Public Health.

§ “The relationship of the proposed project to the statewide health care
facilities and services plan;” (Conn.Gen.Stat. § 19a-639(a)(2))
7. Describe how the proposed project aligns with the Connecticut Department of Public Health
Statewide Health Care Facilities and Services Plan, available on OHCA’s website.

§ “Whether there is a clear public need for the health care facility or
services proposed by the applicant;” (Conn.Gen.Stat. § 19a-639(a)(3))
8. With respect to the proposal, provide evidence and documentation to support clear public
need:
a. identify the target patient population to be served;
b. discuss how the target patient population is currently being served;
c. document the need for the equipment and/or service in the community;
d. explain why the location of the facility or service was chosen;
e. provide incidence, prevalence or other demographic data that demonstrates community
need;
f.

discuss how low income persons, racial and ethnic minorities, disabled persons and
other underserved groups will benefit from this proposal;

g. list any changes to the clinical services offered by the Applicant(s) and explain why the
change was necessary;
h. explain how access to care will be affected; and
i.

discuss any alternative proposals that were considered.
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Page 7

§ “Whether the applicant has satisfactorily demonstrated how the proposal
will improve quality, accessibility and cost effectiveness of health care
delivery in the region, including, but not limited to, (A) provision of or any
change in the access to services for Medicaid recipients and indigent
persons; (Conn.Gen.Stat. § 19a-639(a)(5))
9. Describe how the proposal will:
a. improve the quality of health care in the region;
b. improve accessibility of health care in the region; and
c. improve the cost effectiveness of health care delivery in the region.
10. How will the Applicant(s) ensure that future health care services provided will adhere to the
National Standards on culturally and Linguistically Appropriate Services (CLAS) to advance
health equity, improve quality and help eliminate health care disparities in the projected
service area. (More details on CLAS standards can be found at
http://minorityhealth.hhs.gov/).
11. How will this proposal help improve the coordination of patient care (explain in detail
regardless of whether your answer is in the negative or affirmative)?
12. Describe how this proposal will impact access to care for Medicaid recipients and indigent
persons.
13. Provide a copy of the Applicant’s charity care policy and sliding fee scale applicable to the
proposal.

§ “Whether an applicant, who has failed to provide or reduced access to
services by Medicaid recipients or indigent persons, has demonstrated
good cause for doing so, which shall not be demonstrated solely on the
basis of differences in reimbursement rates between Medicaid and other
health care payers;” (Conn.Gen.Stat. § 19a-639(a)(10))
14. If the proposal fails to provide or reduces access to services by Medicaid recipients or
indigent persons, provide explanation of good cause for doing so.
§ “Whether the applicant has satisfactorily demonstrated that any
consolidation resulting from the proposal will not adversely affect health
care costs or accessibility to care.” (Conn.Gen.Stat. § 19a-639(a)(12))
15. Will the proposal adversely affect patient health care costs in any way? Quantify and provide
the rationale for any changes in price structure that will result from this proposal, including,
but not limited to, the addition of any imposed facility fees.
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Financial Information
§ “Whether the applicant has satisfactorily demonstrated how the proposal
will impact the financial strength of the health care system in the state or
that the proposal is financially feasible for the applicant;” (Conn.Gen.Stat.
§ 19a-639(a)(4))
16. Provide the Applicant’s fiscal year: start date (mm/dd) and end date (mm/dd).
17. Describe the impact of this proposal on the financial strength of the state’s health care
system or demonstrate that the proposal is financially feasible for the applicant.
18. Provide a final version of all capital expenditure/costs for the proposal using OHCA Table 3.
19. List all funding or financing sources for the proposal and the dollar amount of each. Provide
applicable details such as interest rate; term; monthly payment; pledges and funds received
to date; letter of interest or approval from a lending institution.
20. Include as an attachment:
a. audited financial statements for the most recently completed fiscal year. If audited
financial statements do not exist, provide other financial documentation (e.g., unaudited
balance sheet, statement of operations, tax return, or other set of books). Connecticut
hospitals required to submit annual audited financial statements may reference that
filing, if current;
b. completed Financial Worksheet A (non-profit entity), B (for-profit entity) or C (§19a486a sale), available on OHCA’s website under OHCA Forms, providing a summary of
revenue, expense, and volume statistics, “without the CON project,” “incremental to the
CON project,” and “with the CON project.” Note: the actual results reported in the
Financial Worksheet must match the audited financial statement that was
submitted or referenced.

21. Complete OHCA Table 4 utilizing the information reported in the attached Financial
Worksheet.
22. Explain all assumptions used in developing the financial projections reported in the Financial
Worksheet.
23. Explain any projected incremental losses from operations resulting from the implementation
of the CON proposal.
24. Indicate the minimum number of units required to show an incremental gain from operations
for each projected fiscal year.
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Utilization
§ “The applicant's past and proposed provision of health care services to
relevant patient populations and payer mix, including, but not limited to,
access to services by Medicaid recipients and indigent persons;”
(Conn.Gen.Stat. § 19a-639(a)(6))

25. Complete OHCA Table 5 and OHCA Table 6 for the past three fiscal years (“FY”), current
fiscal year (“CFY”) and first three projected FYs of the proposal, for each of the Applicant’s
existing and/or proposed services. Report the units by service, service type or service level.
26. Provide a detailed explanation of all assumptions used in the derivation/ calculation of the
projected service volume; explain any increases and/or decreases in volume reported in
OHCA Table 5 and 6.
27. Provide the current and projected patient population mix (number and percentage of
patients by payer) for the proposal using OHCA Table 7 and provide all assumptions. Note:
payer mix should be calculated from patient volumes, not patient revenues.
§ “Whether the applicant has satisfactorily identified the population to be
served by the proposed project and satisfactorily demonstrated that the
identified population has a need for the proposed services;”
(Conn.Gen.Stat. § 19a-639(a)(7))
28. Describe the population (as identified in question 8(a)) by gender, age groups or persons
with a specific condition or disorder and provide evidence (i.e., incidence, prevalence or
other demographic data) that demonstrates a need for the proposed service or proposal.
Please note: if population estimates or other demographic data are submitted,
provide only publicly available and verifiable information (e.g., U.S. Census Bureau,
Department of Public Health, CT State Data Center) and document the source.

29. Using OHCA Table 8, provide a breakdown of utilization by town for the most recently
completed fiscal year. Utilization may be reported as number of persons, visits, scans or
other unit appropriate for the information being reported.
§ “The utilization of existing health care facilities and health care services in
the service area of the applicant;” (Conn.Gen.Stat. § 19a-639(a)(8))
30. Using OHCA Table 9, identify all existing providers in the service area and, as available, list
the services provided, population served, facility ID (see table footnote), address,
hours/days of operation and current utilization of the facility. Include providers in the towns
served or proposed to be served by the Applicant, as well as providers in towns contiguous
to the service area.
31. Describe the effect of the proposal on these existing providers.
Version 9/21/16
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32. Describe the existing referral patterns in the area served by the proposal.
33. Explain how current referral patterns will be affected by the proposal.

§ “Whether the applicant has satisfactorily demonstrated that the proposed
project shall not result in an unnecessary duplication of existing or
approved health care services or facilities;” (Conn.Gen.Stat. § 19a639(a)(9))
34. If applicable, explain why approval of the proposal will not result in an unnecessary
duplication of services.
§ “Whether the applicant has satisfactorily demonstrated that the proposal
will not negatively impact the diversity of health care providers and patient
choice in the geographic region;” (Conn.Gen.Stat. § 19a-639(a)(11))
35. Explain in detail how the proposal will impact (i.e., positive, negative or no impact) the
diversity of health care providers and patient choice in the geographic region.
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Tables
TABLE 1
APPLICANT'S SERVICES AND SERVICE LOCATIONS

Service

Street Address, Town

Population
Served

Days/Hours of
Operation

New Service or
Proposed
Termination

[back to question]

TABLE 2
SERVICE AREA TOWNS
List the official name of town* and provide the reason for inclusion.
Town*

Reason for Inclusion

* Village or place names are not acceptable.

[back to question]
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TABLE 3
TOTAL PROPOSAL CAPITAL EXPENDITURE
Purchase/Lease

Cost

Equipment (Medical, Non-medical, Imaging)
Land/Building Purchase*
Construction/Renovation**
Other (specify)
Total Capital Expenditure (TCE)
Lease (Medical, Non-medical, Imaging)***
Total Lease Cost (TLC)
Total Project Cost (TCE+TLC)
*

If the proposal involves a land/building purchase, attach a real estate property
appraisal including the amount; the useful life of the building; and a schedule of
depreciation.
** If the proposal involves construction/renovations, attach a description of the proposed
building work, including the gross square feet; existing and proposed floor plans;
commencement date for the construction/ renovation; completion date of the
construction/renovation; and commencement of operations date.
*** If the proposal involves a capital or operating equipment lease and/or purchase,
attach a vendor quote or invoice; schedule of depreciation; useful life of the equipment;
and anticipated residual value at the end of the lease or loan term.

[back to question]

TABLE 4
PROJECTED INCREMENTAL REVENUES AND EXPENSES
FY 20__*
Revenue from Operations

FY 20__*

FY 20__*

$

$

$

$

$

$

Total Operating Expenses
Gain/Loss from Operations

* Fill in years using those reported in the Financial Worksheet attached.

[back to question]
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TABLE 5
HISTORICAL UTILIZATION BY SERVICE
Actual Volume
(Last 3 Completed FYs)
Service**

FY 20__***

FY 20__***

CFY Volume*

FY 20__***

FY 20__***

Total
*

For periods greater than 6 months, report annualized volume, identifying the number of actual months covered and the
method of annualizing. For periods less than 6 months, report actual volume and identify the period covered.
** Identify each service type and level adding lines as necessary. Provide the number of visits or discharges as appropriate for
each service type and level listed.
*** Fill in years. If the time period reported is not identical to the fiscal year reported in Table 4 of the application, provide the
date range using the mm/dd format as a footnote to the table.

[back to question]
TABLE 6
PROJECTED UTILIZATION BY SERVICE
Projected Volume
Service*

FY 20__**

FY 20__**

FY 20__**

Total
* Identify each service type by location and add lines as necessary. Provide the number of
visits/discharges as appropriate for each service listed.
** If the first year of the proposal is only a partial year, provide the first partial year and then
the first three full FYs. Add columns as necessary. If the time period reported is not
identical to the fiscal year reported in Table 4 of the application, provide the date range
using the mm/dd format as a footnote to the table.

[back to question]
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TABLE 7
APPLICANT’S CURRENT & PROJECTED PAYER MIX

Payer

Projected

Current
FY 20__**
Discharges

FY 20__**
%

Discharges

FY 20__**
%

Discharges

FY 20__**
%

Discharges

%

Medicare*
Medicaid*
CHAMPUS &
TriCare
Total Government
Commercial
Insurers
Uninsured
Workers
Compensation
Total NonGovernment
Total Payer Mix
* Includes managed care activity.
** Fill in years. Ensure the period covered by this table corresponds to the period covered in the projections
provided. New programs may leave the “current” column blank.

[back to question]
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TABLE 8
UTILIZATION BY TOWN
Utilization
FY 20__**

Town

* List inpatient/outpatient/ED volumes separately, if applicable
** Fill in most recently completed fiscal year.

[back to question]

TABLE 9
SERVICES AND SERVICE LOCATIONS OF EXISTING PROVIDERS
Service or
Program Name

Population
Served

Facility
ID*

Facility's Provider Name,
Street Address and Town

Hours/Days
of Operation

Current
Utilization

* Provide the Medicare, Connecticut Department of Social Services (DSS), or National Provider Identifier (NPI) facility
identifier and label column with the identifier used.

[back to question]
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Office of Health Care Access

March 3, 2017

VIA EMAIL

Barbara A. Durdy
Director, Strategic Planning
Hartford HealthCare
181 Patricia M. Genova Blvd.
Newington, CT 06111
Barbara.Durdy@hhchealth.org
RE:

Certificate of Need Application, Docket Number 16-32136-CON
Establishment of an Outpatient Surgical Facility
Connecticut Certificate of Need Second Completeness Letter

Dear Ms. Durdy:
On February 8th, 2017, the Department of Public Health (“DPH”), Office of Health Care Access
(“OHCA”) received completeness responses on behalf of Wallingford Endoscopy Center, LLC
(“WEC”) and MidState Medical Center (“MidState” or “Hospital”) to establish an outpatient
surgical facility for gastroenterological (“GI”) services at WEC, in Wallingford, Connecticut.
OHCA requests additional information pursuant to Connecticut General Statutes §19a-639a(c).
Please “reply all” to electronically confirm receipt of this email as soon as you receive it.
Provide responses to the questions below in both a Word document and PDF format as an
attachment to a responding email. Please email your responses to all of the following email
addresses: OHCA@ct.gov and kaila.riggott@ct.gov.
Pursuant to Section 19a-639a(c) of the Connecticut General Statutes, you must submit your
response to this request for additional information no later than sixty days after the date that this
request was transmitted. Therefore, please provide your written responses to OHCA no later than
May 2, 2017, otherwise your application will be automatically considered withdrawn.
Repeat each question before providing your response and paginate and date your response, (i.e.,
each page, in its entirety). Information filed after the initial CON application submission (e.g.,
completeness response letter, prefiled testimony, late file submissions and the like) must be

Phone:
(860) 509-8000
 Fax: (860)
509-7184
 VP:
(860) 899-1611
Phone:
(860) 418-7001
 Fax:
(860)
418-7053
410
Capitol
Avenue,
P.O.
Box
340308
410 Capitol Avenue, MS#13HCA
Hartford, Connecticut 06134-0308
Hartford, Connecticut
06134-0308
www.ct.gov/dph
www.ct.gov/dph
Affirmative Action/Equal Opportunity Employer

Affirmative Action/Equal Opportunity Employer

Wallingford Endoscopy, LLC
Docket No.: 16-32136-CON

Page 2 of 2

numbered sequentially from the applicant’s document preceding it. Please begin your submission
using Page 181 and reference “Docket Number: 16-32136-CON.”
1. Pages 179 and 180 of the application provide estimated capacity figures for MidState and
WEC. Please submit the calculation used to determine capacity (minimum/ maximum, if
applicable) at these facilities.
2. WEC’s projected payer mix (page 34 of the application) lists the following: Medicare
(29.75%), Medicaid (27.92%) and commercial insurers (40.85%). However, MidState’s
historical payer mix (page 178) reflects: Medicare (48%), Medicaid (23%) and commercial
insurers (24.75%). Explain why the payer mix at WEC will differ from MidState’s historical
results (i.e., specifically address the proportional changes to Medicare, Medicaid and
commercial insurers).
If you have any questions concerning this letter, please feel free to contact Kaila Riggott at (860)
418-7037.

User, OHCA
From:
Sent:
To:
Cc:
Subject:
Attachments:

Walker, Shauna
Friday, March 03, 2017 7:21 AM
Durdy, Barbara
Riggott, Kaila; User, OHCA
Completeness Questions on CON Application # 16-32136
16-32136 2nd Completeness Final.docx

Dear Ms. Durdy:
See attached request for additional information regarding CON application 16‐32136 – Establishment of an Outpatient
Surgical Facility in Wallingford, CT. There are additional items that need to be addressed.
Responses are due by close of business on Tuesday May 2, 2017.
Regards,
Shauna L. Walker
Office of Health Care Access
Connecticut Department of Public Health
410 Capitol Avenue
Hartford, CT 06134
Phone: (860) 418‐7069
Email: Shauna.Walker@ct.gov

1

User, OHCA
From:
Sent:
To:
Cc:
Subject:
Attachments:

Klein, Megan <Megan.Klein@hhchealth.org>
Wednesday, March 08, 2017 3:36 PM
Riggott, Kaila; User, OHCA
Durdy, Barbara
Completeness Response Docket Number 16-32136-CON
Certificate of Need Application Docket Number 16-32136-CON Second Completeness
.pdf

Hi Kaila,
Please see attached the Completeness Response Docket Number 16‐32136‐CON, to OHCA’s Establishment of an
Outpatient Surgical Facility Connecticut Certificate of Need Second Completeness Letter dated March 3, 2017.
Please confirm the receipt of this email, thank you!
Megan
Megan Klein, MHA
181 Patricia M. Genova Drive.
Newington, CT 06111
Office: 860-972-9814
Cell: 860-670-1312
megan.klein@hhchealth.org

This e‐mail message, including any attachments, is for the sole use of the intended recipient(s) and may contain confidential and
privileged information. Any unauthorized review, use, disclosure, or distribution is prohibited. If you are not the intended recipient, or
an employee or agent responsible for delivering the message to the intended recipient, please contact the sender by reply e‐mail and
destroy all copies of the original message, including any attachments.
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March 8, 2017
Ms. Kaila Riggott
Department of Public Health
Office of Health Care Access
410 Capitol Avenue,
MS#13HCA
P.O. Box 340308
Hartford, CT 06106
RE:

Certificate of Need Application, Docket Number 16-32136-CON
Establishment of an Outpatient Surgical Facility
Connecticut Certificate of Need Second Completeness Letter

Dear Ms. Riggott:
Enclosed please find MidState Medical Center’s response to the Office of Health Care Access’s
completeness questions dated March 3, 2017.

Please do not hesitate to contact me at 860-972-4231 if you have any questions. Thank you for
your time and consideration.

Sincerely,

Barbara A. Durdy
Enclosures

181

“Docket Number: 16-32136-CON.”

March 8, 2017

1. Pages 179 and 180 of the application provide estimated capacity figures for MidState and
WEC. Please submit the calculation used to determine capacity (minimum/ maximum, if
applicable) at these facilities.
The calculation for minimum and maximum capacity at MidState Medical Center is
based on existing utilization of the 4 procedure rooms. The maximum capacity of 12,000
cases on page 179 is calculated as follows:
Maximum capacity = 12,000 (10,888 = 90% capacity)
Minimum Capacity = 12,000 x 60% = 7200
Maximum capacity for WEC at 4,200 procedures per room is based on historical
utilization at other CTGI endoscopy centers and is calculated as follows:
8 hours per day
250 days per year
Maximum utilization = 16 - 17 procedures per room
250 x 17 = 4,250
We assumed 4,200 procedures per room would be maximum capacity of each room.
2. WEC’s projected payer mix (page 34 of the application) lists the following: Medicare
(29.75%), Medicaid (27.92%) and commercial insurers (40.85%). However, MidState’s
historical payer mix (page 178) reflects: Medicare (48%), Medicaid (23%) and commercial
insurers (24.75%). Explain why the payer mix at WEC will differ from MidState’s historical
results (i.e., specifically address the proportional changes to Medicare, Medicaid and
commercial insurers).
The payer mix at WEC will differ from MidState’s historical results because WEC
reflects a blend of CT GI’s payer mix and MidState GI payer mix. The location of
WEC, in Wallingford, is a larger geographical area, different from that of MidState. In
addition colorectal surgeons will not be providing any outpatient colonoscopy
procedures at WEC, another reason why the payer mix will differ.
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Olejarz, Barbara
From:
Sent:
To:
Cc:
Subject:
Attachments:

Carney, Brian
Tuesday, March 21, 2017 1:03 PM
'Barbara.Durdy@hhchealth.org'
Riggott, Kaila; Walker, Shauna; Olejarz, Barbara
16-32136-CON Deemed Complete
16-32136-CON Deemed Complete.pdf

Good afternoon Barbara,
Please see the attached letter deeming the above‐referenced application complete. Please confirm receipt of this email
and corresponding attachment.
Sincerely,
Brian A. Carney

Brian Carney, MBA
Associate Research Analyst
Connecticut Department of Public Health
Office of Health Care Access
410 Capitol Avenue, MS#13HCA
Hartford, CT 06134‐0308
Phone ‐ 860‐418‐7014
brian.carney@ct.gov
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User, OHCA
From:
Sent:
To:
Subject:

Walker, Shauna
Wednesday, June 07, 2017 9:15 AM
User, OHCA
FW: Quick Question Regarding CON 16-32136 - Wallingford Endoscopy, LLC

From: Walker, Shauna
Sent: Tuesday, June 06, 2017 10:39 AM
To: 'Durdy, Barbara' <Barbara.Durdy@hhchealth.org>
Cc: Carney, Brian <Brian.Carney@ct.gov>
Subject: Quick Question Regarding CON 16‐32136 ‐ Wallingford Endoscopy, LLC
Hi Barbara,
We have a quick question regarding CON 16‐32136 (Wallingford Endoscopy, LLC) we hope you can help us with. On
Page 14 of the application you reference data from The Advisory Board Market Scenario Planner. Would you be able to
provide us with the release date of the data used in the application from this tool? Are we able to get a copy of the
results?
Thank you!
Shauna L. Walker
Office of Health Care Access
Connecticut Department of Public Health
410 Capitol Avenue
Hartford, CT 06134
Phone: (860) 418‐7069
Email: Shauna.Walker@ct.gov
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User, OHCA
From:
Sent:
To:
Subject:
Attachments:

Olejarz, Barbara
Wednesday, June 07, 2017 8:35 AM
User, OHCA
FW: Quick Question Regarding CON 16-32136 - Wallingford Endoscopy, LLC
Copy of Outpatient Market Advisory Projections_June 2017.xlsx

From: Durdy, Barbara [mailto:Barbara.Durdy@hhchealth.org]
Sent: Tuesday, June 06, 2017 1:23 PM
To: Walker, Shauna <Shauna.Walker@ct.gov>
Cc: Carney, Brian <Brian.Carney@ct.gov>
Subject: RE: Quick Question Regarding CON 16‐32136 ‐ Wallingford Endoscopy, LLC
Shauna,
Since filing the CON application on November 29, 2016 , the Advisory Board has updated their data to reflect 2016
volumes and the 5 and 10 year projections are based on this updated data source. Consequently, the numbers are now
somewhat different but consistent in that they continue to show significant growth both nationally and in the identified
primary service area. The projections included on page 14 of the CON application were run by a former employee and
unfortunately I no longer have access to the data files associated with the original filing. I suspect at the time they were
run, the projections were based on 2015 data with additional mid‐year refinements as necessary.
As you know, the Advisory Board projections are fluid, constantly being refined and updated. I have attached the
updated projections based on 2016 data.
Please let me now if you have additional questions or would like to discuss in more detail.
Thank you
Barbara

From: Walker, Shauna [mailto:Shauna.Walker@ct.gov]
Sent: Tuesday, June 06, 2017 10:39 AM
To: Durdy, Barbara
Cc: Carney, Brian
Subject: Quick Question Regarding CON 16-32136 - Wallingford Endoscopy, LLC

Hi Barbara,
We have a quick question regarding CON 16‐32136 (Wallingford Endoscopy, LLC) we hope you can help us with. On
Page 14 of the application you reference data from The Advisory Board Market Scenario Planner. Would you be able to
provide us with the release date of the data used in the application from this tool? Are we able to get a copy of the
results?
Thank you!
Shauna L. Walker
Office of Health Care Access
Connecticut Department of Public Health
410 Capitol Avenue
1

Hartford, CT 06134
Phone: (860) 418‐7069
Email: Shauna.Walker@ct.gov

This e‐mail message, including any attachments, is for the sole use of the intended recipient(s) and may contain confidential and
privileged information. Any unauthorized review, use, disclosure, or distribution is prohibited. If you are not the intended recipient, or
an employee or agent responsible for delivering the message to the intended recipient, please contact the sender by reply e‐mail and
destroy all copies of the original message, including any attachments.
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OHCA0183

National Service Line

Data and Analytics | Market Scenario Planner - Outpatient
Service Line
Gastroenterology

2016 Volume
23,913,252

2021 Volume
28,871,747

2026 Volume
32,226,893

Page 1

5 Yr Growth 10 Yr Growth
20.7%

34.8%

OHCA0184

Data and Analytics | Market Scenario Planner - Outpatient
Service Line
Gastroenterology

2016 Volume 2021 Volume 2026 Volume 5 Yr Growth 10 Yr Growth
283,380
330,381
355,957
16.6%
25.6%

OHCA0185

Data and Analytics | Market Scenario Planner - Outpatient
Service Line
Gastroenterology

2016 Volume 2021 Volume 2026 Volume 5 Yr Growth 10 Yr Growth
11,485
13,282
14,228
15.7%
23.9%

OHCA0186

Data and Analytics | Market Scenario Planner - Outpatient
Service Line
Gastroenterology

2016 Volume 2021 Volume 2026 Volume 5 Yr Growth 10 Yr Growth
3,129,605
4,026,840
4,728,673
28.7%
51.1%

OHCA0187

Data and Analytics | Market Scenario Planner - Outpatient
Service Line
Gastroenterology

2016 Volume 2021 Volume 2026 Volume 5 Yr Growth 10 Yr Growth
1,503
1,852
2,086
23.2%
38.8%

Office of Health Care Access

Certificate of Need
Final Decision
Applicants:

Wallingford Endoscopy Center, LLC
863 North Main Street Extension
Wallingford, CT 06492
MidState Medical Center
435 Lewis Avenue
Meriden, CT 06451
Docket Number: 16-32136-CON

Project Title:

Establishment of an Outpatient Surgical Facility in
Wallingford, Connecticut

Project Description: Wallingford Endoscopy Center, LLC (“WEC”), a joint venture between
MidState Endoscopy Center Holdings, LLC (“MEC”) and MidState Medical Center, is
proposing to establish an outpatient surgical facility for gastroenterological services at 863 North
Main Street Extension, Wallingford, Connecticut.
Procedural History: The Applicants published notice of their intent to file a Certificate of Need
(“CON”) application in The Record-Journal (Meriden) on September 2, 3 and 4, 2016. On
November 30, 2016, the Office of Health Care Access (“OHCA”) received the CON application
from the Applicants for the above-referenced project and deemed the application complete on
March 21, 2017. OHCA received no responses from the public concerning the proposal and no
hearing requests from the public per Connecticut General Statutes (“Conn. Gen. Stat.”) § 19a639a(e). Deputy Commissioner Addo considered the entire record in this matter.

Phone: (860) 418-7001 x Fax: (860) 418-7053
410 Capitol Avenue, MS#13HCA
Hartford, Connecticut 06134-0308
www.ct.gov/dph
Affirmative Action/Equal Opportunity Employer
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Findings of Fact and Conclusions of Law
1. MidState Medical Center (“Hospital”), a wholly owned subsidiary of Hartford HealthCare
Corporation, Inc. (“Hartford HealthCare”), is a 156-bed acute care hospital located at 435
Lewis Avenue, Meriden, Connecticut. Annual Report on the Financial Status of Connecticut’s Short
Term Acute Care Hospitals for Fiscal Year 2015

2. MidState Endoscopy Center Holdings, LLC (“MEC”) is a new company that will be jointly
owned by nine gastroenterology physicians that are currently members of the Hospital’s
medical staff. Ex. A, pp. 11, 12
3. The Hospital and MEC plan to establish an outpatient surgical facility (“OSF”) dedicated to
gastroenterological services, owned and operated by a Connecticut limited liability company
known as Wallingford Endoscopy Center, LLC (“WEC”). Ex. A, p. 12
4. WEC will be located at the Wallingford Family Health Center (“WFHC”), 863 North Main
Street Extension in Wallingford, Connecticut. Ex. A, p. 12
5. The WFHC location was chosen for the proposal for the following reasons:
a. Available space for procedure rooms;
b. Accessibility for residents of the service area by public transportation; and
c. Ease of access from the parking lot to the building via two entry points.
Ex. A, p. 20; Ex. C, p. 177

6. The Hospital will own a 51% controlling membership interest in WEC, with the remaining
49% ownership to be held by MEC. Ex. A, p. 12
7. Initially, WEC will have two fully-equipped and operational procedure rooms. A third
procedure room will be shelled for future use to accommodate gastrointestinal (“GI”) volume
growth. Ex. A, p. 37
8. Patients who are at higher risk due to medical complications or comorbidities or who prefer
to be treated in a hospital environment will still be able to schedule their procedures at the
Hospital. It is estimated that 30% of endoscopy patients will continue to receive services at
the Hospital. Ex. A, p. 16

Wallingford Endoscopy Center, LLC
Docket Number: 16-32136-CON
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9. WEC will serve the same patient population as the Hospital.
TABLE 1
MIDSTATE MEDICAL CENTER OUTPATIENT GI UTILIZATION BY TOWN
SERVICE AREA

FISCAL YEAR (“FY”)
2016 VISITS

PERCENT
OF TOTAL*

Meriden

4,351

43%

Wallingford

1,808

18%

Cheshire

710

7%

Southington

473

5%

New Britain

369

4%

Waterbury

264

3%

All Other Towns

2,153

21%

Total

10,128

100%

*May not add up due to rounding.

Ex. A, pp. 20, 35

10. The following table summarizes the existing service area providers:
TABLE 2
GI SERVICE AREA PROVIDERS
PROVIDER

PROVIDER ADDRESS

MidState Medical Center

435 Lewis Avenue, Meriden

MasoniCare Health Center

22 Masonic Avenue, Wallingford

Central Connecticut Endoscopy Center

440 New Britain Avenue, Plainville

Middlesex Endoscopy Center

410 Saybrook Road, Middletown

Ex. A, p. 38

11. The utilization rate for inpatient and outpatient GI procedures at the Hospital has steadily
increased, reaching 90% in FY 2016.
TABLE 3
PROCEDURE ROOM UTILIZATION AT MIDSTATE MEDICAL CENTER*
FY 2014
FY 2015
FY 2016
Number of Cases

10,462

10,548

10,888

Percent Change from Previous Year
Number of Procedure Rooms
**Maximum Number of Cases, Annually
Utilization Rate

4
12,000
87%

0.8%
4
12,000
88%

3.2%
4
12,000
90%

*Includes both inpatient and outpatient GI procedures
**Based on existing utilization for the four procedure rooms at the hospital

Ex. C, p. 179; Ex. E, p. 182

Wallingford Endoscopy Center, LLC
Docket Number: 16-32136-CON
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12. Between FY 2015 and FY 2016, there was an increase in outpatient GI procedures at the
Hospital due to a surge in the number of endoscopic retrograde cholangiopancreatography
(ERCP) 1 procedures and the implementation of an outpatient acid reflux clinic. Anticipated
growth for the Hospital and WEC is 3% annually, driven by an aging population and
increased access to services. Ex. A, pp. 27, 39
TABLE 4
MIDSTATE MEDICAL CENTER AND WEC HISTORICAL AND PROJECTED OUTPATIENT UTILIZATION
HISTORICAL VOLUME

PROVIDER

FY 2015

MidState Medical Center*

FY 2016

FY 2018

FY 2019

FY 2020

8,977

10,128

2,940

3,028

3,119

-

-

6,860

7,066

7,278

8,977

10,128

9,800

10,094

10,397

Wallingford Endoscopy Center, LLC
Total

PROJECTED VOLUME

Fiscal Year is October 1 – September 30

Ex. A, p. 27

13. It is estimated that approximately 70% of the outpatient GI volume will shift from the
Hospital to WEC.
TABLE 5
WEC PROJECTED UTILIZATION BY SERVICE
SERVICE

PROJECTED UTILIZATION
FY 2018

FY 2019

FY 2020

Endoscopy

2,610

2,688

2,769

Colonoscopy

4,250

4,378

4,509

Total

6,860

7,066

7,278

Ex. A, p. 33

14. The following table summarizes the number of projected procedures (per room) to be
performed at WEC:
TABLE 6
WEC PROJECTED UTILIZATION BY PROCEDURE ROOM
FY 2018

FY 2019

FY 2020

6,860

7,066

7,278

2

2

2

Number of Procedure Performed Per Room

3,430

3,533

3,639

Maximum Number of Procedures Per Room, Annually*

4,200

4,200

4,200

82%

84%

87%

Number of Procedures
Number of Procedure Rooms

Utilization Rate

*Based on a maximum of 16-17 procedures per room per eight hour day for 250 days

Ex. C, p. 180; Ex. E, p. 182

1

ERCP procedures are used for the treatment and diagnosis of pancreatic diseases.
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15. According to 2016 data from the Advisory Board Company2, volume for outpatient
gastroenterology procedures is expected to increase by 35% nationally and 24% for WEC’s
primary service area over the ten year period from 2016 to 2026. Within the ambulatory
surgery setting, a 51% growth in national volume for outpatient GI procedures is anticipated
over the same period. Ex. H, pp. 183, 185-186
16. The two factors contributing the most to the overall projected growth in gastroenterology
services are an aging population and a rise in the incidence of obesity. Epidemiologic data
indicate that obesity is associated with chronic gastrointestinal complaints, many of which
overlap with functional gastrointestinal disorders, such as irritable bowel syndrome or
dyspepsia. In addition, nearly 50% of the population of the three towns which represent the
largest share of utilization for the primary service area (Cheshire, Meriden and Wallingford),
is age 45 years or older. This is significant as clinical guidelines suggest that all individuals
have an initial colorectal screening at age 50. Ex. A, pp. 14-15, 52
17. WEC will operate as a freestanding OSF. As a result, the payment rates paid by payers and
patients will be substantially lower than those paid for hospital-based surgical services. Ex. A,
p. 13

18. A study conducted by the American Journal of Gastroenterology states that ambulatory
surgery centers (“ASCs”) are paid a fraction of what is paid to hospitals for the same
procedures under Medicare and a migration from other settings to ASCs could reduce
Medicare spending. The 2016 Medicare rates for outpatient endoscopy services in New
Haven County show a 16% to 17% savings to CMS and 36% to 37% savings in patient outof-pocket costs compared to a hospital-based setting. Ex. A, pp. 22-23; Ex. C, p. 177
19. The affiliation of WEC with the Hospital is expected to utilize economies of scale
(purchasing of supplies and services), allow consistency among clinical protocols with other
Hartford HealthCare facilities, foster sharing of best practices, increase the ability to
participate in evolving payer models and improve access to capital. Ex. A, p. 19; Ex. C, p. 78
20. WEC will be an EPIC medical record site, connecting WEC to patient records at the Hospital
and other Hartford HealthCare facilities. Ex. A, p. 23
21. WEC will meet and maintain all national standards required to achieve accreditation by the
Accreditation Association for Ambulatory Health Care Centers. Ex. A, p. 17
22. WEC will adopt the same charity care policy as the Hospital, which provides for the
provision of services to patients covered by Medicare and Medicaid, as well as providing free
or reduced charge services to the poor or indigent. Ex. A, pp. 21, 156-158; Ex. C, p. 179
23. WEC will execute a transfer agreement with the Hospital that will require both parties to
make their facilities available to receive and care for all patients, who in the professional
opinion of the patient’s physician, would receive more appropriate treatment or care in the
receiving institution. Ex. A, p. 150
2

The Advisory Board Company is a global research, technology, and consulting firm.

Wallingford Endoscopy Center, LLC
Docket Number: 16-32136-CON

Page 6 of 10

24. The proposal has an associated capital expenditure of $2,788,600; $598,825 for medical
equipment, $1,683,775 for construction and $506,000 in pre-opening development expenses.
Approximately $2M of the total will be financed over a 7-year period -- the balance will be
funded through an equity contribution. Ex. A, pp. 25, 31, 169
25. WEC projects gains from operations in each of the proposal's first three fiscal years.
TABLE 7
WEC’S PROJECTED INCREMENTAL GAIN FROM OPERATIONS
FY 2018

FY 2019

Operations1

$3,947,648

$4,132,129

$4,326,166

Total Operating Expenses2

$2,799,668

$2,907,709

$2,964,520

Gain/Loss from Operations

$1,147,980

$1,224,420

$ 1,361,646

Revenue from

1

FY 2020

Net patient revenue is based on a shift in volume from MidState Medical Center and 3%
annual growth in procedures.
2
Total operating expenses are based on salaries/wages, fringe benefits, supplies/drugs
and other expenses.

Ex. A, pp. 172,174

Wallingford Endoscopy Center, LLC
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26. Based on the average historical payer mix for endoscopy and colonoscopy procedures
performed at MidState Medical Center, more than 25% of WEC’s patients are projected to be
Medicaid recipients.
TABLE 8
APPLICANT’S CURRENT & PROJECTED PAYER MIX
Projected4
Payer

FY 20162
Visits

%3

FY 2018

FY 2019
%3

Visits

FY 2020
%3

Visits

Visits

%3

Medicare1

4,861

48.0%

2,041

29.8%

2,102

29.8%

2,165

29.8%

Medicaid1

2,329

23.0%

1,915

27.9%

1,973

27.9%

2,032

27.9%

CHAMPUS &
TriCare

25

0.3%

52

0.8%

54

0.8%

55

0.8%

Total
Government

7,216

71.3%

4,008

58.5%

4,129

58.5%

4,252

58.5%

Commercial
Insurers

2,507

24.8%

2,802

40.9%

2,886

40.9%

2,972

40.9%

354

3.5%

50

0.7%

52

0.7%

54

0.7%

51

0.5%

0

0.0%

0

0.0%

0

0.0%

Total NonGovernment

2,912

28.8%

2,852

41.6%

2,938

41.6%

3,025

41.6%

Total Payer
Mix

10,128

100%

6,860

100%

7,006

100%

7,278

100%

Uninsured
Workers
Compensation

1Includes

managed care activity.
Represents outpatient volume only for MidState Medical Center.
May not add up due to rounding.
4
Projected payer mix reflects MidState’s GI payer mix, WEC’s geographical location and the exclusion of colorectal
surgeons from providing services at the outpatient facility.
2
3

Ex. A, p. 34; Ex. C, pp. 178-179; Ex. E, p. 182

27. OHCA is currently in the process of establishing its policies and standards as regulations.
Therefore, OHCA has not made any findings as to this proposal’s relationship to any
regulations not yet adopted by OHCA. (Conn. Gen. Stat. § 19a-639(a)(1)).
28. This CON application is consistent with the Statewide Health Care Facilities and Services
Plan. (Conn. Gen. Stat. § 19a-639(a)(2)).
29. The Applicants have established that there is a clear public need for the proposal. (Conn. Gen.
Stat. § 19a-639(a)(3)).

30. The Applicants have demonstrated that the proposal is financially feasible. (Conn. Gen. Stat. §
19a-639(a)(4)).

31. The Applicants have satisfactorily demonstrated that the proposal will improve the
accessibility, quality and cost effectiveness of health care delivery in the region. (Conn. Gen.
Stat.§ 19a-639(a)(5)).

Wallingford Endoscopy Center, LLC
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32. The Applicants have shown that there would be no adverse change in the provision of health
care services to the relevant populations and payer mix, including access to services by
Medicaid recipients and indigent persons. (Conn. Gen. Stat. § 19a-639(a)(6)).
33. The Applicants have satisfactorily identified the population to be affected by this proposal.
(Conn. Gen. Stat. § 19a-639(a)(7)).

34. The Applicants’ historical provision of services in the area supports this proposal. (Conn. Gen.
Stat. § 19a-639(a)(8)).

35. The Applicants have satisfactorily demonstrated that this proposal would not result in an
unnecessary duplication of existing services in the area. (Conn. Gen. Stat. § 19a-639(a)(9)).
36. The Applicants have demonstrated that there will be increased access to services for
Medicaid recipients or indigent persons. (Conn. Gen. Stat. § 19a-639(a)(10)).
37. The Applicants have demonstrated that the proposal will not negatively impact the diversity
of health care providers and client choice in the region. (Conn. Gen. Stat. § 19a-639(a)(11)).
38. The Applicants have satisfactorily demonstrated that the proposal will not result in any
consolidation that would affect health care costs or accessibility to care. (Conn. Gen. Stat. § 19a639(a)(12)).

Wallingford Endoscopy Center, LLC
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Discussion
CON applications are decided on a case-by-case basis and do not lend themselves to general
applicability due to the uniqueness of the facts in each case. In rendering its decision, OHCA
considers the factors set forth in § 19a-639(a) of the Statutes. The Applicants bear the burden of
proof in this matter by a preponderance of the evidence. Jones v. Connecticut Medical
Examining Board, 309 Conn. 727 (2013).
MidState Medical Center and MEC, a limited liability company that will be jointly owned by
nine MidState Medical Center gastroenterologists, are proposing to establish an outpatient
surgical facility for gastroenterological services, WEC, in Wallingford, CT. The proposal was
developed, in part, in response to current demand and projected future growth for outpatient GI
procedures. Between FY 2015 and FY 2016, outpatient GI procedures surged at the Hospital,
with an increase of over 11%. Additionally, factors such as an aging population and a rise in the
incidence of obesity is expected to accelerate growth in GI procedures in future years. The
proposal will help shift GI patients from the Hospital to a lower-cost outpatient setting. FF1-FF4;
FF12-FF13; FF16-FF17

Access to outpatient GI procedures will improve as WEC will accept Medicare and Medicaid, as
well as provide free or reduced charge services to the poor or indigent. Moreover, patients will
continue to have the option to receive treatment from any of the four existing service area
providers. GI procedures performed at the hospital will be based on patient choice, medical
complications or other risk factors. FF8; FF10; FF22
Although there is an associated capital expenditure of $2,788,600, incremental gains exceeding
$1.1 million are projected in each of the first three years of operation. Income from operations,
supplemented with capital contributions and lender financing, will fund the WEC, demonstrating
financial feasibility. FF24-FF25
The affiliation of WEC with the Hospital will help contain costs by utilizing economies of scale,
allowing consistency among clinical protocols with other Hartford HealthCare facilities,
fostering sharing of best practices, increasing the ability to participate in evolving payer models
and improving access to capital. FF19
Overall, the proposal demonstrates a clear public need for high quality care at a reduced cost,
while increasing access to outpatient GI procedures in the primary service area, both of which
are consistent with the Statewide Health Care Facilities and Services Plan.
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Order
Based upon the foregoing Findings and Discussion, the Certificate of Need application of
Wallingford Endoscopy Center, LLC and MidState Medical Center to establish an outpatient
surgical facility for gastroenterological services at 863 North Main Street Extension,
Wallingford, Connecticut, is hereby APPROVED.
All of the foregoing constitutes the final order of the Office of Health Care Access in this matter.

By Order of the
Department of Public Health
Office of Health Care Access

6/8/17
________________________
Date

_____________________________
Yvonne T. Addo, MBA
Deputy Commissioner
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Barbara,
Please see the attached final decision for Wallingford Endoscopy Center, LLC and MidState Medical Center for the
establishment of an Outpatient Surgical Facility in Wallingford.

Barbara K. Olejarz
Administrative Assistant to Kimberly Martone
Office of Health Care Access
Department of Public Health
Phone: (860) 418‐7005
Email: Barbara.Olejarz@ct.gov
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