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DLY DELIVER IMMEDIATELY

Updlke, Kelly & Spellacy, P.C. Counselors at Law

Jemnifer L. Groves One Century Tower

{203) 786-8316 265 Church Sireet

(203) 7722037 FAX New Haven, Connecticut 06510

FACSIMILE TRANSMITTAL SHEET

TO: Office of Health Care Access
ATTN: Cristine Vogel, Commissioner

DATE: April §,2007
Re: HealthSouth Corporation — Sale of Qutpatient Rehabilitation Division |

TOTAL NUMBER OF PAGES (INCLUDING THIS SHEET): 3%

| MESSAGE:

IF YOU HAVE ANY PROBLEMS WITH RECEIPT OF THIS TRANSMITTAL,
PLEASE CALL DEB ALEXA AT (203) 786-8300, EXTENSION 3353. THANK YOU.

UPDIKE, KELLY & SPELLACY, P.C., PRACTICES LAW IN THE AREAS OF:

Adrainistrative Law, Appellate Law, Bankrupicy/Workout Law, Business Law, Commercial Lending and Banking.
Cemmercial Litigailon, Design/Construction Law, Environmenial Law., Lobor an d Employment Law, Legisiative
Representation, Persongt Law, Froduct Liability Law, Public Finance/fublic Law, Real Estate Law, Professional Detenie
Low, Taxation, Financial andg Esiqte Pianning and Pensions, anc Probate Law

A member firm of Meritas, with member firms worldwide

THE DOCUMENT ACCOMPANYING THIS TELECOPY TRANSMISSION CONTAINS INFORMATION FROM THE LAW FIRM
OF UFDIKE, KELLY & SPELLACY, P.C., WHICH 13 CONFIDENTIAL AND LEGALLY PRIVILEGED. THE INFORMATION 1§
INVENDED ONLY FOR THE USE OF THE INDIVIDUAL OR ENTITY NAMED ON THIS TRANSMISSION SHEET. iF YOU ARE
NOT THE INTENDED RECIPIENT, YOU ARE HEREBY NOTIFIED THAT ANY DISCLOSURE, COPYING, DISTRIBUTION, OR
THE TAKING OF ANY ACTION IN RELIANCE ON THE CONTENTS OF THIS TELECOPIED INFORMATION IS STRICTLY
PROHIBITED AND THAT THE DOCUMENT SROULD BE RETURNED TO THIS FIRM IMMEDIATELY, IN THIS REGARD, IF YOU
HAVE RECEIVED THIS TELECOPY IN ERROR, PLEASE NOTIFY US BY TELEPHONE IMMEDIATELY SO THAT WE CAN
ARRANGE FOR THE RETURN OF THE ORIGINAL DOCUMENTS TO US AT NO COST 10 YOU.
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April 5, 2007

VIA FACSIMILE
& FIRST CLASS MAIL

Cristine A. Vogel, Commissioner
Office of Health Care Access
410 Capitol Avenue

Post Office Box 340308
Hartford, CT 06134-0308

Re: HealthSouth Corporation — Sale of Qutpatient Rehabilitation Division
Dear Commissioner Vogel:

Please be advised that this office represents HealthSouth Corporation (“HealthSouth™),
Enclosed please find an original and three (3) copies of 2 CON Determination Form 2020 for the
proposed sale of HealthSouth’s Outpatient Rehabilitation Division.

Should you require anything further for your review, please feel free to call me af (203)

786-8316,
Jennifer L. Groves
Enclosures

el My, Walter Srnith

467520

i Lonbury dower - Jo Chureh SHect s NMewe Haven, CF DGD10 T 207% 286 83000 T 204,772 73/ - wewwwulis.com
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MS#13HCA, P.O. Box 340308, Hartford, Connecticut 06134-0308.

State of Connecticut
Office of Health Care Access

CON Determination Form
Form 2020

All persons who are requesting a determination from OHCA as to whether a CON is required
for their proposed project must complete this Form 2020. The completed form should be
submitted to the Commissioner of the Office of Health Care Access, 410 Capitol Avenue,

SECTION L. PETITIONER INFORMATION

fh003/034

If this proposal has more than two Petitioners, please attach a separate sheet, supplying the
same information for each Petitioner in the format presented in the following table,
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"Full Legal Name

Doing Business As

Name of Parent Corporation

Office (PO} Box, include a street mailing
address for Certified Mail

What is the Petitionsr’s Status:
P for profit and
NP for Nonprofit

¥

Corporation,
QOutpatient
Rehabilitation
Division

_ (See Exhibit A)

| “HealthSouth Sports |

Medicine &
Rehabilitation
Centers

(See Exhibit A)
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2
N
. : : g
| Contact Person, including Title/Position:  Jennifer L. Groves . Julie Clouser ]
| This Individual will be the Petitioner’s i Legal Counsel for . Director of i
i Designee to receive all correspondence Petitioner . Regulatory Affairs
Lin this matter. ! f !
1 ; ;
"Contact Person’s Mailing Address, if PO | Updike, Kelly & 4716 Old i
i Box, include a street mailing address for . Spellacy, P.C. I Gettysburg Road §
: Certified Mail ~ One Century Tower | Mechanicsburg, PA |
263 Church Street 170585
New Haven, CT

| 06511 | :
Contact Person’s Telephone Number  (203) 786.8316 ﬁ {(717)972.1139 §
! ¢ ! !
: : : i
i : : 5
. Contact Person’s Fax Number Sl @03)7722037 . (T17)975.9981

| | | |
' Contact Person’s e-mail Address | jgroves@uks.com | jelouser@selectmedi
§ : i calcorp.com

SECTION Il. GENERAL PROPOSAL INFORMATION
a. Proposal/Project Title:

Sale of Outpatient Rehabilitation Division of HealthSouth Corporation to Select Medical
Corporation

b. Location of proposal, identifying Street Address, Town and Zip Code:
See Exhibit A.
c. List each town this project is intended to serve:

See Exhibit A. The Outpatient Rehabilitation Division serves patients from the towns
surroundings its centers who are in need of physical and/or occupational therapy services.

d. Estimated starting date for the project; April 2007

Form 2020
Revised 7/06



0476872007 11:24 FAX 0057033

e. Type of Entity: (Please check £ for Existing and P for Proposed in the boxes that apply)

E P EP E P
(1 Acute Care Hospital (] Imaging Center ] cancer Center
[CI] Behavioral Health Provider [_|[] Ambulatory Surgery Center  [_][_] Primary Care Ciinic
1] Hospital Affiliate ] Other (specify).Operating

Division

SECTION lll. EXPENDITURE INFORMATION
a. Estimated Total Project Cost: $245 million

b. Please provide the following breakdown as appropriate: (may not represent the
aggregate shown above)

isdical Eatioment Burdmses
. Major Medical Equipment Purchases

Non Medical Equlpment F’urchases

. Land/Building/Asset Purchases
i ‘Construction/Renovation

| Other (Non~Constructton) Speolfy
| Total Caplta! Expendature '
| Medical Equipment - Fair Market Value of Leases |
; Major Medical Equupment Fair Market Value of Leases |
» Non-Medical Equipment - Fair Market Value of Leases*

Faur Market Value of Space -Caplta! Leases Oraiy -
; “Total Capltal Cost

 Total Pro;ect Goaf " T e

Cap;’tallzed Financing Costs ;
¢ (Informational Purpose Only) : g

A

L RS

& Provide an itemized list of all non-medical equipment to be purchase and leased.

See Project Description, FN 2,

Forrn 2020
Revised 7/06
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Major Medical and/or Imaging Equipment Acquisition:

R R L LR T R T e T R R I L R C L r‘

- Equipment Type " Name Model ~Number of Units : Cost per unit

. ‘ i

T A ST P THE L R i T LTI 2CH ) Yl R B PR R AT Y POV 25 DI 1 AR “-R

Note: Provide copy of the vendor contract or quotation for the medical equipment.

Not applicable.

C. Check each applicable financing method or funding source to be used for the proposal:
Bd  Petitioner's Equity ] cCapital Lease B{ Conventional Loan

[[] Charitable Contributions [_]  Operating Lease [ ] CHEFA Financing

[[] Funded Depreciation ]  Grant Funding ] Other (specify):

Form 2020
Fevised 7/06
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SECTION IV. PROPOSAL DESCRIPTION

Please provide a description of the proposed project, highlighting each of its important aspects,
on at least one, but not more than two separate 8.5" X 11" sheets of paper. Ata minimum
each of the following elements need to be addressed, if applicable.

1, Idertify the types of services currently provided, If applicable, provide a copy of each
Department of Public Health license held by the Petitioner.

2. ldentify the types of services that are being proposed and what DPH licensure categories
will be sought, if applicable?

3. ldentify the current population served and the target population 10 be served,
4. ldentify the entity that will be providing the service(s).

5. identify the entity that will be responsible for the billing of the service(s) relating to this
proposal.

6. Identify the entily that owns/leases or will own/lease the physical space of the proposed |
equipment/service?

7. If there is more than one entity involved in this proposal, please provide copies of any and
all existing or proposed contracts or written agreements entered between the two entities
that relate to the proposal,

8. Provide a list that identifies the name of each petitioning or affiliate entity involved with this
proposal.

9. Provide a copy of the chart of organization for each individual petitioning entity or affiliate
and a corporate chart of organization, if applicable,

10. Provide a narrative that addresses the relationship of each petitioning or affiliate entity with
the other entities involved with this proposal.

11.Who are the current payers of this service and identify any anticipated payer changes
when the proposed project becomes operational?

Form 2020
Hevised 7/06
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PROJECT DESCRPTION

HealthSouth Corporation is a Delaware corporation headquartered in Birmingham, Alabama. Through the
subsidiaries of its Outpatient Rehabilitation Division, HealthSouth owns and operates approximately six hundred
(600) outpatient rehabilitation centers throughout the United States. Thirty-five (35) of these centers are located
in Connecticut. The centers offer comprehensive outpatient rehabilitative care for general orthopedic and sports
injuries and conditions, as well as work-related injuries. Attached hereto as Exhibit A is a list of the HealthSouth
outpatient centers within Connecticut, their locations, current ownership information, and the types of
rehabilitation services provided.

Historically, the outpatient rehabilitation centers owned and operated by HealthSouth subsidiaries in Connecticut
have pot been subject to CON review because they have not been considered healthcare facilities or institutions as
those terms are defined in the OHCA statutes. These cutpatient rehabilitation centers are not licensed by the State
of Connecticut Department of Public Health.

HealthSouth Corporation is comprised of operating divisions that govern the provision of specific healthcare
services nationwide. These include the Inpatient Rehabilitation Division; the Outpatient Rehabilitation Division;
the Ambulatory Surgery Division; and the Diagnostic Imaging Division. Each division has its own president and
management structure and operates independent of the other divisions within HealthSouth. The Outpatient
Rehabilitation Division, through its operating subsidiaries, provides rehabilitative care services at centers in
Connecticut. As previously noted, these centers are not licensed by DPH and have not in the past been subject to
CON review. The Ambulatory Surgery Division, through different HealthSouth subsidiaries, operates four (4)
ambulatory surgical facilities in the state. The subsidiaries that own these facilities are both licensed and subject
to OHCA jurisdiction, Note that none of the outpatient rehabilitation centers operates in conjunction with a
HealthSouth ambulatory surgical facility, Moreover, neither the Inpatient Rehabilitation Division nor the
Diagnostic Imaging Division provides any services in Connecticut.

HealthSouth Corporation recently entered into an agreement to sell its entire Outpatient Rehabilitation Division to
Select Medical Corporation, Inc., a Delaware corporation headquartered in Mechanicsburg, Pennsylvania, in a
transaction valued at $245 miltion.'” Select Medical Cotporation currently operates approximately five hundred
and fifty (550} outpatient rehabilitation facilities nationwide.

The structure of the transaction for the proposed sale of the Outpatient Rehabilitation Division is as follows:
¢ Each HealthSouth outpatient rehabilitation center is owned by one of the following operating entities: (1)

Advantage Rehabilitation Clinics, Inc.; (2) PTSMA, Inc.; (3) Professional Sports Care Management, Inc.;
(4) Madison Rehabilitation Center, Inc.; or (5) HealthSouth Rehabilitation Center of Connecticut, LP.

' Note that this is the capital expenditure associated with the sale of the entire Qutpatient Rehabilitation Division. Itis
impossible for Petitioners to estimate the value of the Connecticut practices relative 1o the total purchase price.

? HealthSouth also announced recently the sale of its Ambulatory Surgery Division to TPG, Inc. That sale is not the subject
of this CON Determination request. A separate Letter of Intent for that proposal will be filed with OHCA in the near future.
Form 2020

Reviged 7/06
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* For those clinics owned by Advantage Rehabilitation Clinics, Ine, (Organizational charts reflecting
ownership hefore and after the transaction are attached hereto as Tab 1 of Exhibit B):

o Advantage Health Corporation, the parent of Advantage Rehabilitation Clinics, Inc, will transfer
one hundred percent (100%) of the stock of Advantage Rehabilitation Clinics, Inc. to
HealthSouth Holdings, Inc.

o Select Medical Corporation will acquire one hundred percent (100%) of the stock of HealthSouth
Holdings, Inc.

o For those clinics owned by PTSMA, Inc. (Organizational charts reflecting ownership before and afier the
transaction are attached hereto as Tab 2 of Exhibit B):

o PTSMA, Inc. is a wholly owned subsidiary of Advantage Rehabilitation Clinics, Inc.

o As noted above, one hundred percent (100%) of the stock of Advantage Rehabilitation Clinics,
Inc, will be transferred to HealthScuth Holdings, Inc.

o Select Medical Corporation will acquire one hundred percent (100%) of the stock of HealthSouth
Holdings, Inc.

» For those clinics owned by Professional Sports Care Management, Inc. (Organizational charts reflecting
ownership before and after the transaction are attached hereto as Tab 3 of Exhibit B):

o Professionai Sports Care Management, Inc. is a wholly owned subsidiary of HealthSouth
Corporation.

o HealthSouth Corporation will transfer one hundred percent (100%) of the stock of Professional
Sports Care Management, Inc. to HealthSouth Holdings, Inc.

o Select Medical Corporation will acquire one hundred percent (100%) of the stock of HealthSouth
Holdings, Inc,

s For the clinic owned by Madison Rehabilitation Center, Inc. (Organizational charts reflecting ownership
before and after the transaction are attached hereto as Tab 4 of Exhibit B):

o HealthSouth Holdings, In¢. alrcady owns one hundred percent (100%) of the stock of Madison
Rehabilitation Center, Inc.

o Select Medical Corporation will acquire one hundred percent (100%) of the stock of HealthSouth
Holdings, Inc.

e Forthe clinic owned by HealthSouth Rehabilitation Center of Connecticut, LP (Organizational charts
reflecting ownership before and after the transaction are attached hereto as Tab 5 of Exhibit B):

o HealthSouth Corporation owns ninety-five percent (95%) of the interests of HealthSouth
Rehabilitation Center of Connecticut, LP. HealthSouth Real Property Holdings Corporation
owns the remaining five percent (5%).

¢ Ninety-five percent (95%) of the interests of HealthSouth Rehabilitation Center of Connecticut,
LP will be transferred to HealthSouth Holdings, Inc. by HealthSouth Corporation.

o One percent (1%) of the interests of HealthSouth Rehabilitation Center of Connecticut, LP will
then be transferred by HealthSouth Holdings, Inc. to HealthSouth Network Services, Inc., a
wholly owned subsidiary of HealthSouth Corporation, in the form of a limited partnership
interest.

© The remaining five percent (5%) of the interests of HealthSouth Rehabilitation Center of
Connecticut, LP will be transferred to HealthSouth Holdings, Inc. by HealthSouth Real Property
Holdings Corporation.

¢ One hundred percent (100%) of the stock of HealthSouth Network Services, Inc. (which includes
its 1% interest in HealthSouth Rehabilitation Center of Connecticut, LP) will be transferred to
HealthSouth Holdings, Inc.

o Select Medical Corporation will acquire one hundred percent (100%) of the stock of HealthSouth
Holdings, Inc.

Form 2020
Revised 7/06
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Ownership will change at the parent level only (HealthSouth Holdings, Inc.), with the operating entities
remaining the same. Each center will maintain its current federal tax identification number. The Petitioners have
confirmed with various Regional Offices of the Center for Medicare & Medicaid Services that this transaction
does not constitute a change of ownership for Medicare purposes.

Like other outpatient rehabilitation practices, the HealthSouth centers have traditionally not been subject to CON
review for changes of ownership, addition/termination of services, capital expenditures in excess of statutory
thresholds, and the like. In 1999, OHCA reviewed the acquisitions of certain of these centers, specifically 1o
determine whether CON approval was required for the transactions. OHCA did not require HeaithSouth to obtain
a CON for any of the twenty-six (26) centers acquired between 1996 and 1999, nor did it require CON approval
for the acquisition/establishment of nine (9) additional centers between 2000 and 2005,

After the proposed transaction is complete, Select Medical Corporation intends to maintain each of the outpatient
rehabilitation centers at its current location, providing the same suite of services to the same population served by
the centers under HealthSouth's ownership, with the services provided by existing staff. Licensure by the
Department of Public Health will not be required. The entities that currently bill for services will continue 10 do
so. These entities will also continue to hold all leases relative 10 the operation of the various clinics, Payers for
services include: Private pay, Medicare, Medicare Managed Care, Medicaid, traditional indemnity insurance, and
HMOs, and will not change with the transfer of stock to Select Medical Corporation.

? Note that HealthSouth Holdings, Inc. does not hold an interest in gny of the HealthSeuth ambulatory surgical facilities
located in Conunecticut or any other state.

Form 2020

Revised 7/06
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SECTION V. AFFIDAVIT

To be completed by each Petitioner

Petitioner: HealthSouth Corporation

Project Title: Sale of Qutpatient Rehabilitation Division of HealthSouth Corporation to Select
Medical Corporation

L owaes S Mowsep , O
(Name) (Position — CEC or CFO)

of %&\&MWB@RQ duly sworn, depose and state that the
(Organization Name)

information provided in this CON Determination form Is frue and accurate to the best of my

knowledge, and that Hemsoul- complies with the appropriate
(Facility Name}

and applicable criteria as set forth in the Sactions 19a-630, 18a-837, 19a-638, 19a-63%, 19a-

486 and/for 4-181 of the Connacticut General Statutes.

®mw<’i Do 4 3.01

Signature Date

Subscribed and sworn to before me on Q’DK& \. ’3,‘" 2.00"7

AS sz:@r

Notary dellc/(‘,ommlsssoner of Superior Colirt

e t i
A R Ys ",
T .‘ s "NUFARY ENBLIC BTATE OF ALABAMA AT LARGE”

", o MY COMMISSION EXPIRES: May 3, 2010;

4 Y
. My-cd m; fision expires: _BONDEDTHRY NoTARY rUstIc NbER R TERR

' . -
. I
i

" gita 2020

Revisad 7/08
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SECTION V. AFFIDAVIT

To be completed by each Petifioner

Petitioner: Select Medical Corporation

Project Title: Sale of Qutpatient Rehubilitation Division of HealthSouth Corporation to Select
Medical Corporation

. lohn B Duggan Senior Vi Prosidens
v Name) (Position — CEO or CFO)

of Sﬁlfo’ Medicod OWC)OVM O\ peing duly sworn, depose and state that the

{Organization Name)

information provided in this CON Determination form is true and accurate {o the best of my

knowledge, and that *Hf M'H’IS Ut complies with the appropriate
{Facility Name)

and applicable criteria as set forth in the Sections 19a-830, 19a-637, 19a-638, 198-639, 18a-

486 and/or 4-181 of the Connecticut General Statutes.

ﬁéf £ L%W 4 ~3- 2007

Signatré Date

' ¥
Subscribed and sworn to before me on A;{)M@ 3; J’DD ’7

NOTARIAL SEAL

" 0 JULIE A CLOUSER
M/Q,L,E/ . K Notary Public

[ AP LT R L L e
T T QO 0T CRAOINCT I.\l} DE b\’NDCCU u

Notafy Public/Commissioner of Superior Court My Commission Explies Apr 26, 2008
My commission expires: H- 2l 200%’/
Form 2020

Revised 7/06
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Exhibit B - Tab 1

Advantage Rehabilitation Clinies, Inc.

Pre-Sale Structare

HealthSouth Corporation
a Delaware corporation

100 %

Advantage Health Corporation
a Delaware corporation

100 %

Advantage Rehabilitation Clinigcs, Inc.
a Massachusetts corporation

d/b/a

[ISMRC New London
FSMRC Norwich
HSMRC 0Old Saybrook
HSMRC Old Lyme
HSMRC Trumbull
HSMRC Shelton
HSMRC Fairfield
HSMRC Fairfield

(Tax 1D 043177879)

* HSMRC( - HealthSouth Sports Medicine & Rehabilitation Center

4635183
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17
Advantage Rehabilitation Clinics, Inc.
Structure of Sale
Part |
HeslthSouth Corporation
a Delaware corporation
Advantage Health
Corporation
a Delaware corporation HealthSouth Holdings, Inc.

a Delaware corporation

A 4

Transfer 100 % of stock

Advantage Rehabilitation Clinics, Inc.
a Massachusetts corporation

d/b/a

HSMRC New London
HSMRC Norwich
HSMRC Old Saybrook
HSMRC Old Lyme
HSMRC Trumbull
HSMRC Shelton
HSMRC Fairfield
HSMRC Fairfield

(Tax 1D 043177879)

* ISMRC - HealthSouth Sports Medicine & Rehabilitation Center

465183
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18
Advantage Rehabilitation Clinics, Inc,
Structure of Sale
Partll
HealthSouth Holdings, . Select Medical
Inc. . Transfer 100 % of stock Corporation
a Delawaic corporation a Dclaware corporation

Advantage Rehabilitation Clinics, Tne.
g Massachusetts corporation

d/b/a

HSMRC New London
HSMRC Norwich
HSMRC Old Saybrook
HSMRC Old Lyme
HSMRC Trumbull
1ISMRC Shelton
HSMRC Fairfield
HSMRC Fairfield

(Tax D 043177879)

* HSMRC ~ HealthSouth Sports Medicine & Rehabilitation Center

465143
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Advantage Rehabilitation Clinics, Inc.

Post-Sale Structure

Sciect Medical Corporation
a Delaware corporation

100 %

HealthSouth Holdings, Inc.
a Delaware corporation

100 %

Advantage Rehabilitation Clinics, Inc.
a Massachusetts corporation

d/b/a

HSMRC New London
HSMRC Norwich
HSMRC 0ld Saybrook
HSMRC 0Old Lyme
HSMRC Trumbull
HSMRC Shelton
HMSMRC Fairfield
HSMRC Fairfield

(Tax 1D 043177879)

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

465183
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Exhibit B - Tab 2

PTSMA, Inc.

Pre-Sale Structure

HealthSouth Cerporation
a Delawarc corporation

100%

Advaniage Health Corporation
A Delaware corporation

100 %

Advantage Rehabilitation Clinics, Inc.
a Massachusetts corporation

100 %
PTSMA, Inc.
a Connecticut corporation
d/b/a

»  HSMRC West Hartford *  HealthSouth Newington
=  HSMRC Middletown » HSMRC Bristol
»  HSMRC Bloomfield = HSMRC New Britain
*  HSMRC Hartford *  HSMRC Plainville
= HSMRC Bloomfield » HSMRC Berlin
= HSMRC Enficld « HSMRC Farminton
=  HSMRC East Hartford » JHSMRC Avou
*»  HSMRC Windsor * HSMRC Simsbury
»  HSMRC Manchester » HSMRC East Granby
= JISMRC Glastonbury

(Tax IO 061026153)

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

465143

022/038

20
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PTSMA, Inc.
Structure of Sale

Part |

HealthSouth Corporation
a Delaware corporation

Advantage Health
Corporation
A Delaware corporation

HealthSouth Holdings, Inc,
a Delaware corporation

e

Transfer 100 % of stock

Advantage Rehabilitation
Clinics, Inc.
a Massachusetts corporation

PTSMA, Inc.
a Connecticul corporation
d/b/a
» HSMRC West Hartford *  HealthSouth Newington
+  HSMRC Middletown » HSMRC Bristol
* JISMRC Bicomfield *  HSMRC New Britain
» HSMRC Hartford »  JISMRC Plainville
* HSMRC Bloomfield »  HSMRC Berlin
* HSMRC Enfield * HSMRC Farmington
* HSMRC East Hartford » HSMRC Avon
* HSMRC Windsor »  HSMRC Simsbury
*  HSMRC Manchester »  HSMRC East Granby
=  HSMRC Glastonbury
(Tax 1D 061026153)

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

463183
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HealthSouth Holdings,

PTSMA, Inc.
Structure of Sale

Part 11X

@024/029

Inc.
a Delaware corporation

‘transfer 100 % of stock

Advantage Rehabilitation
Clinics, Inc,
a Massachusetts corporation

Select Medical
Corporation
a Delaware corporation

HSMRC Glastonbury

PTSMA, Inec.
a Connecticut corporation
d/bla
= IISMRC West [Tartford = lealthSouth Newington
=  HSMRC Middletown »r HSMRC Bristol
* HSMRC Bloomficld » HSMRC New Britain
* HSMRC Hartford s HSMRC Plainville
= HSMRC Bloomfield * HSMRC Berlin
» HSMRC Enfield =  HMSMRC Farmington
» HSMRC East Hartford *»  HSMRC Avon
= HSMRC Windsor = HSMRC Simsbury
»  HSMRC Manchester =  HSMRC East Granby
]

(Tax 1D 061026153)

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

4651481
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PTSMA, Inc,

Post-Sale Structure

Select Medical Corporation
a Delaware corporation

100 %

HealthSouth Heldings, Inc,
a Delaware corporation

100 %

Advantage Rehabilitation Clinics, Inc.
a Massachusetis corporation

100 %
PTSMA, Tnc,
a Connceticut corporation
d/b/a
»  HSMRC West Hartford *  [ealthSouth Newington
*  HSMRC Middletown =  HSMRC Bristol
= 1ISMRC Bloomfield = HSMRC New Britain
*  HSMRC Hartford =  HSMRC Plainville
»  HSMRC Bloomf{ield = HSMRC Berlin
=  HSMRC Enfield =  HSMRC Farmington
* HSMRC East [{artford « HSMRC Avon
« HSMRC Windsor * HSMRC Simsbury
*  HSMRC Manchester * HSMRC East Granby
=  HSMRC Glastonbury
(Tax 1D 061026153)

* HSMRC - HealthSouth Sports Medicine & Rehabilitation Center

463183
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Exhibit B - Tab 3

Prefessional Sports Care Management, Inc,

Pre-Sale Structure

HealthSouth Corporation
a Delaware corporation

100 %

Professional Sports Care Management, Inc.
a Delaware corporation

d/b/a

HSMRC Meriden
HSMRC Norwalk
HSMRC Danbury
HSMRC New Milford
HSMRC Sharon
HSMRC Trumbull

(Tax ID 223315575)

* HSMRC — IlealthSouth Sports Medicine & Rehabilitation Center

465383

@ 026/039
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25

Prafessional Sports Care Management, Inc.

Structure of Sale

Part1
HealthSouth Corporation
a Delaware corporation
HealthSouth Holdings,
> Inc.
Transfer 100 % of stock a Delaware corporation

Professional Sperts Care Management, Inc.
a Delaware corporation

d/b/a

HSMRC Meriden
HSMRC Norwalk
HSMRC Danbury
HSMRC New Milford
HSMRC Sharon
HSMRC Trumbull

(Tax 11D 223315575)

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

445183
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26
Professional Sports Care Management, Ingc.
Structure of Sale
Part 11
HealthSouth Holdings, Select Medical
Inc. _ Transfer 100 % of stock Corporation
a Delaware corporation a Dclawarc corporalion

Professional Sports Care Management, Inc.
a Delawarc corporation

d/b/a

HSMRC Meriden
FISMRC Norwalk
HSMRC Danbury
HSMRC New Miiford
HSMRC Sharon
HSMRC Trumbull

(Tax 1D 223315575)

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

4651R3
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Professional Sports Care Management, Inc.

Post-Sale Structure

Select Medical Corporation
a Delaware corporation

100 %

HealthSonth Heldings, Inc.
a Delaware corporation

100 %

Professional Sports Care Management, Inc.
a Delaware corporation

d/b/a

HSMRC Meriden
HSMRC Norwalk
[HSMRC Danbury
HSMRC New Milford
HSMRC Sharon
HSMRC Trumbaull

(Tax ID 223315575)

* HSMRC ~ HealthSouth Sports Medicine & Rehabilitation Center

465183
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Exhibit B - Tab 4

Madison Rehabilitation Center, Inc,

Pre-Sale Structure

HealthSouth Corporation
a Delaware corporation

100 %

HealthSouth Holdings, Inc.
a Delaware corporation

100 %

Madison Rehabilitation Center, Inc.
a Connecticut corporation

d/b/a
HSMRC Madison

(Tax ID 061046526)

* HSMRC — HealthSouth Sports Mcdicine & Rehabilitation Center

465183

@030/038

28
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Madison Rehabilitation Center, Inc.

Structure of Sale

HealthSouth Holdings, Inc.

2

Bo31/039

a Delaware corporation
P Transfer 100 % of stock

Madison Rehabilitation Center, Inc.
a Connecticut corporation

d/b/a
»  HSMRC Madison

(Tax ID 061046526)

* HSMRC ~ HealthSouth Sports Medicine & Rehabilitation Center

465183

Select Medical
Corporation
a Delaware corporation
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Madison Rehabilitation Center, Inc,

Post-Sale Structure

Select Medical Corporation
a Delaware corporation

100 %

HealthSouth Holdings, Inc.
a Delaware corporation

100 %

Madison Rehabilitation Center, Inc,
a Connecticut corporation

d/b/a
»  HSMRC Madison

(Tax 11> 061046526)

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

4651183
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Exhibit B - Tab 5

HealthSouth Rehabilitation Center of Connecticat, LP

Pre-Sale Structure

HealthSouth Corporation
a Delaware corporation

95 %

HealthSouth Real Property
Holding Corporation
a Delaware corporation

5%

d/b/a

HealthSouth Rehabilitation Center of Connecticut, LP
an Alabama partnership

» HSMRC Storrs
(Tax ID 631155914)

* HSMRC — HealthSouth Sporis Medicine & Rehabilitation Center

465183

7 023/039

31
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HealthSouth Rehabilitation Center of Connecticut, LP

Structure of Sale

Part 1
HealthSouth Real HcalthSouth
Property Holding Corporation
Corporation a Delaware
a Delaware corporation
corporation
HealthSouth
Holdings, Inc.
5% Transfer its 95 % 2 Delaw:as'e
corporation

HealthSouth Rehabilitation Center of
Connecticut, LP
an Alabama partnership

d/b/a
= HSMRC Storrs
(Tax ID 631155614)

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

465183
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HealthSouth Rehabilitation Center of Connecticut, LP

Structure of Sale

* HSMRC - HealthSouth Sports Medicine & Rehabilitation Center

463183

Part 11
HealthSouth Real HealthSouth
Property Holding Holdings, Inc.
Corporation a Dclaware
a Delawarc corporation
corporation
5% 95 %

HeatthSouth
Corporation
a Delawarc
corporation

100 %

Transler 1 %

HealthSouth Rehabilitation Center of
Copnecticut, LP
an Alabama partnership

d/b/a
»  HSMRC Storrs
(Tax 1D 631 155914)

HealthSouth Network
Services, Inc.
a Delawarc corporation
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34
HealthSouth Rehabi!itatién Center of Connecticut, LP
Structure of Sale
Part 111
H
HealthSeuth Real Czi;::!‘sr:;:’;::
Property H({lding a Delaware
Corporation corporation
a Dclaware
corporation 100 %
HealthSouth Holdings,
Inc. ‘ HealthSouth Network
» 2 Delaware corporation Services, Inc,
Transfer a Delaware corporation
its 5 %
5% 94 % 1 %

HealthSouth Rehabilitation Center of Connecticut, LP
an Alabama partnership

d/b/a
» HSMRC Storrs
(Tax D 631155914)

* HSMRC - HealthSouth Sports Medicine & Rehabilitation Center

465183
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HealthSouth Rehabilitation Center of Connecticut, LP

HealthSouth
Holdings, Inc.
a Delaware

corporation <

Structure of Sale

Partiv

Transler 100 %

HealthSouth Corporation
a Delaware corporation

99 %

100 %

HealthSouth Network
Services, Inc.
a Delaware corporation

1 %

HealthSouth Rehabilitation Center of Connecticut, LP
an Alabama partnership

d/b/a
HSMRC Storrs

(Tax 1D 631155914)

* HSMRC - HealthSouth Sports Medicine & Rehabilitation Center

465163

037/038

35
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36

HealthSouth Rehabilitation Center of Connecticut, LP

Structure of Sale

HealthSouth Holdings, Inc.

Partv

a Dclaware corporation

Transfer 100 % of stock

Select Medical
Corporation

a Delaware corporation

99 %

HealthSouth Network Secrvices, [nc.

a Delaware corporation

1%

HealthSouth Rehabilitation Center of

Connecticut, L.P
an Alabama partners

d/b/a
= JISMRC Storrs

(Tax 1D 631155914)

hip

* HSMRC ~ HealthSouth Sports Medicine & Rehabilitation Center

465183
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37

HealthSouth Rehabilitation Center of Connecticut, LP

Post-Sale Structure

Select Medical Corporation
a Delaware corporation

100 %

HealthSouth Holdings, Inc.
a Delaware corporation

99 % HealthSouth Network Services, Inc,
a Delaware corporation

1%

HealthSouth Rehabilitation Center of
Cynnecticnt, LP
an Alabama partnership

d/bfa
= HSMRC Storrs

(Tax TD 631155914)

* HSMRC ~ HealthSouth Sports Medicine & Rehabilitation Center

465183
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JENNEIFER L. GROVES
T 203.786.8316

UPDIKE, KELLY €9 SPELLACY, P.C. F: 203.772.2037

Connecticuts law firm with a wovldwide reach igroves@uks.com

=
tH MERITAS LAW FIRMS WORLDWIDE

April 5, 2007

VIA FACSIMILE
& FIRST CLASS MAIL

Cristine A. Vogel, Commissioner
Office of Health Care Access
410 Capitol Avenue

Post Office Box 340308
Hartford, CT 06134-0308

Re: HealthSouth Corporation — Sale of Outpatient Rehabilitation Division
Dear Commissioner Vogel:

Please be advised that this office represents HealthSouth Corporation (“HealthSouth™).
Enclosed please find an original and three (3) copies of a CON Determination Form 2020 for the
proposed sale of HealthSouth’s Outpatient Rehabilitation Division.

Should you require anything further for your review, please feel free to call me at (203)
786-8316.

Jennifer L. Groves

Enclosures

ce: Mr. Walter Smith

467520

One Century Tower « 265 Church Street » New Haven, CT 06510 +T: 203.786.8300 - £ 203.772.2037 - www.uks.com



State of Connecticut
Office of Health Care Access
CON Determination Form
Form 2020

‘‘‘‘‘‘

for their proposed project must complete this Form 2020. The completed fofm shqgtd be
submitted to the Commissioner of the Office of Health Care Access, 410 Capitoi Avenue,
MS#13HCA, P.O. Box 340308, Hartford, Connecticut 06134-0308.

SECTION |, PETITIONER INFORMATION

If this proposal has more than two Petitioners, please attach a separate sheet, supplying the

same information for each Petitioner in the format presented in the following table.

Petitioner Petitioner
| Full Legal Name HealthSouth Select Medical
Corporation, Corporation
Outpatient
Rehabilitation
Division
| (See Exhibit A)
Doing Business As i HealthSouth Sports N/A
“ Medicine &
Rehabilitation
Centers
| (See Exhibit A)
Name of Parent Corporation HealthSouth N/A
Corporation
Petitioner's Mailing Address, if Post | One HealthSouth 4716 Old
Office (PO) Box, include a street mailing Parkway, Gettyshurg Road
address for Certified Mail Birmingham, AL Mechanicsbhurg, PA
35243 17055
What is the Petitioner's Status: Profit Profit
P for profit and
NP for Nonprofit




~Contact Person, including Title/Position:

| This Individual will be the Petitioner’s

. Jennifer L. Groves

Legal Counsel for

“Julie Clouser .
Director of

Designee to receive all correspondence Petitioner Regulatory Affairs

in this matier.

Contact Person’s Mailing Address, if PO | Updike,Kelly & | 4716 Oid

Box, include a street mailing address for Spellacy, P.C. Gettysburg Road

Certified Mall - One Century Tower | Mechaniesburg, PA

265 Church Street 17055
New Haven, CT
06511

Contact Person’s Telephone Number (203) 786.8316 (717)972.1139
"Contact Person’s Fax Number (203) 772.2037 (717) 975.9981

Contact Person's e-mail Address igroves@uks.com | jclouser@selectmedi

calcorp.com

SECTION Il. GENERAL PROPOSAL INFORMATION

a. Proposal/Project Titie:

Sale of Outpatient Rehabilitation Division of HealthSouth Corporation to Select Medical

Corporation

b. Location of proposal, identifying Street Address, Town and Zip Code:

See Exhibit A,

c. List each town this project is intended to serve:

See Exhibit A. The Outpatient Rehabilitation Division serves patients from the towns

surroundings its centers who are in need of physical and/or occupational therapy services.

d. Estimated starting date for the project: April 2007

Form 2020
Revised 7/06




e. Type of Entity: (Please check £ for Existing and P for Proposed in the boxes that apply)

E P EP E P
[ ] Acute Care Hospital [ imaging Center [ 1] Cancer Center
[[_] Behavioral Health Provider [_I[_] Ambulatory Surgery Center  [_]J[_] Primary Care Clinic
L] Hospitai Affiliate DL Other (specify):Operating

Division

SECTION ill. EXPENDITURE INFORMATION
a. Estimated Total Project Cost: $245 million

b. Please provide the following breakdown as appropriate: (may not represent the
aggregate shown above)

Medical Equipment Purchases
Ma}or Medtca] Equipment Purchases ‘
' Non-Medical Equipment Purchases*

| Land/Building/Asset Purchases

| Construction/Renovation

| Other (Non-Construction) Specify:

' Total Capital Expendlture

' Medical Equipment - Fair Market Value of Leases

Major Medical Equipment - Fair Market Value of Leases
Non Medical Equipment - Fair Market Value of Leases™®

. Fair Market Value of Space ~Capital Leases Only |

[ Total Capital Cost I

' Total Project Cost |

| Capitalized Financing Costs
! (Informational Purpose Oniy)

E Provide an itemized list of all non-medical equ'ipment to be purchase and iééséd.

See Project Description, FN 2.

Form 2020
Revised 7/06



Major Medical and/or Imaging Equipment Acquisition:

EquipmentType | Name  Model | Numberof Units  Costperunit

Note Provide copy of the vendor boﬁtracf o quotation for the medical equipment.

Not applicable.

c. Check each applicable financing method or funding source to be used for the proposal:
B¢ Petitioner's Equity [l Capital Lease Xl  Conventional Loan

] Charitable Contributions [ ]  Operating Lease [ ] CHEFA Financing

[[]  Funded Depreciation [ Grant Funding [] Other (specify):

Form 2020
Revised 7/06



SECTION IV. PROPOSAL DESCRIPTION

Please provide a description of the proposed project, highlighting each of its important aspects,
on at least one, but not more than two separate 8.5” X 11" sheets of paper. At a minimum
each of the following elements need to be addressed, if applicable.

1. Identify the types of services currently provided. If applicable, provide a copy of each
Department of Public Health license held by the Petitioner.

2. ldentify the types of services that are being proposed and what DPH licensure categories
will be sought, if applicable?

3. l|dentify the current population served and the target population to be served.
4. Identify the entity that will be providing the service(s).

5. Identify the entity that will be responsible for the billing of the service(s) relating to this
proposal.

6. Identify the entity that owns/leases or will own/lease the physical space of the proposed
equipment/service?

7. H there is more than one entity involved in this proposal, please provide copies of any and
all existing or proposed contracts or written agreements entered between the two entities
that relate to the proposal.

8. Provide a list that identifies the name of each petitioning or affiliate entity involved with this
proposal.

9. Provide a copy of the chart of organization for each individual petitioning entity or affiliate
and a corporate chart of organization, if applicable.

10. Provide a narrative that addresses the relationship of each petitioning or affiliate entity with
the other entities involved with this proposal.

11.Who are the current payers of this service and identify any anticipated payer changes
when the proposed project becomes operational?
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PROJECT DESCRPTION

HealthSouth Corporation is a Delaware corporation headquartered in Birmingham, Alabama. Through the
subsidiaries of its Outpatient Rehabilitation Division, HealthSouth owns and operates approximately six hundred
(600) outpatient rehabilitation centers throughout the United States. Thirty-five (35) of these centers are located
in Connecticut. The centers offer comprehensive outpatient rehabilitative care for general orthopedic and sports
injuries and conditions, as well as work-related injuries. Attached hereto as Exhibit A is a list of the HealthSouth
outpatient centers within Connecticut, their locations, current ownership information, and the types of
rehabilitation services provided.

Historically, the outpatient rehabilitation centers owned and operated by HealthSouth subsidiaries in Connecticut
have not been subject to CON review because they have not been considered healthcare facilities or institutions as
those terms are defined in the OHCA statutes. These outpatient rehabilitation centers are not licensed by the State
of Connecticut Department of Public Health.

HealthSouth Corporation is comprised of operating divisions that govern the provision of specific healthcare
services nationwide. These include the Inpatient Rehabilitation Division; the Qutpatient Rehabilitation Division;
the Ambulatory Surgery Division; and the Diagnostic Imaging Division. Each division has its own president and
management structure and operates independent of the other divisions within HealthSouth. The Outpatient
Rehabilitation Division, through its operating subsidiaries, provides rehabilitative care services at centers in
Connecticut. As previously noted, these centers are not licensed by DPH and have not in the past been subject to
CON review. The Ambulatory Surgery Division, through different HealthSouth subsidiaries, operates four (4)
ambulatory surgical facilities in the state. The subsidiaries that own these facilities are both licensed and subject
to OHCA jurisdiction. Note that none of the outpatient rehabilitation centers operates in conjunction with a
HealthSouth ambulatory surgical facility. Moreover, neither the Inpatient Rehabilitation Division nor the
Diagnostic Imaging Division provides any services in Connecticut.

HealthSouth Corporation recently entered into an agreement to sell its entire Outpatient Rehabilitation Division to
Select Medical Corporation, Inc., a Delaware corporation headquartered in Mechanicsburg, Pennsylvania, ina
transaction valued at $245 million.'? Select Medical Corporation currently operates approximately five hundred
and fifty (550) outpatient rehabilitation facilities nationwide.

The structure of the transaction for the proposed sale of the Outpatient Rehabilitation Division is as follows:

¢ FEach HealthSouth outpatient rehabilitation center is owned by one of the following operating entities: (1)
Advantage Rehabilitation Clinics, Inc.; (2) PTSMA, Inc.; (3) Professional Sports Care Management, Inc.;
(4} Madison Rehabilitation Center, Inc.; or (5) HealthSouth Rehabilitation Center of Connecticut, LP.

! Note that this is the capital expenditure associated with the sale of the gntire Outpatient Rehabilitation Division. It is
impossible for Petitioners to estimate the value of the Connecticut practices relative to the total purchase price.

2 HealthSouth also announced recently the sale of its Ambulatory Surgery Division to TPG, Inc. That sale is not the subject
of this CON Determination request. A separate Letter of Intent for that proposal will be filed with OHCA in the near future.
Form 2020
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s For those clinics owned by Advantage Rehabititation Clinics, Inc. (Organizational charts reflecting
ownership before and after the transaction are attached hereto as Tab 1 of Exhibit B):

o Advantage Health Corporation, the parent of Advantage Rehabilitation Clinics, Inc, will transfer
one hundred percent (100%) of the stock of Advantage Rehabilitation Clinics, Inc. to
HealthSouth Holdings, Inc.

o Select Medical Corporation will acquire one hundred percent (100%) of the stock of HealthSouth
Holdings, Inc.

e For those clinics owned by PTSMA, Inc. (Organizational charts reflecting ownership before and after the
transaction are attached hereto as Tab 2 of Exhibit B):

o PTSMA, Inc. is a wholly owned subsidiary of Advantage Rehabilitation Clinics, Inc.

o As noted above, one hundred percent (100%) of the stock of Advantage Rehabilitation Clinics,
Inc. will be transferred to HealthSouth Holdings, inc.

o Select Medical Corporation will acquire one hundred percent (100%) of the stock of HealthSouth
Holdings, Inc.

s For those clinics owned by Professional Sports Care Management, Inc. (Organizational charts reflecting
ownership before and after the transaction are attached hereto as Tab 3 of Exhibit B):

o Professional Sports Care Management, Inc. is a wholly owned subsidiary of HealthSouth
Corporation.

o HealthSouth Corporation will transfer one hundred percent (100%) of the stock of Professional
Sports Care Management, Inc. to HealthSouth Holdings, Inc.

o Select Medical Corporation will acquire one hundred percent (100%}) of the stock of HealthSouth
Hoidings, Inc.

e For the clinic owned by Madison Rehabilitation Center, Inc. (Organizational charts refiecting ownership
before and after the transaction are attached hereto as Tab 4 of Exhibit B):

o HealthSouth Holdings, Inc. already owns one hundred percent (100%) of the stock of Madison
Rehabilitation Center, Inc.

o Select Medical Corporation will acquire one hundred percent (100%) of the stock of HealthSouth
Holdings, Inc.

¢ For the clinic owned by HealthSouth Rehabilitation Center of Connecticut, LP (Organizational charts
reflecting ownership before and after the transaction are attached hereto as Tab 5 of Exhibit B):

o HealthSouth Corporation owns ninety-five percent (95%) of the interests of HealthSouth
Rehabilitation Center of Connecticut, LP. HealthSouth Real Property Holdings Corporation
owns the remaining five percent (5%).

o Ninety-five percent {95%) of the interests of HealthSouth Rehabilitation Center of Connecticut,
LP will be transferred to HeaithSouth Holdings, Inc. by HealthSouth Corporation.

o One percent (1%) of the interests of HealthSouth Rehabilitation Center of Connecticut, LP will
then be transferred by HealthSouth Holdings, Inc. to HealthSouth Network Services, Inc., a
wholly owned subsidiary of HealthSouth Corporation, in the form of a limited partnership
interest.

o The remaining five percent (5%) of the interests of HealthSouth Rehabilitation Center of
Connecticut, LP will be transferred to HealthSouth Holdings, Inc. by HealthSouth Real Property
Holdings Corporation.

o One hundred percent (100%) of the stock of HealthSouth Netwosk Services, Inc. (which includes
its 1% interest in HealthSouth Rehabilitation Center of Connecticut, LP) will be transferred to
HealthSouth Holdings, Inc.

o Select Medical Corporation will acquire one hundred percent (100%) of the stock of HealthSouth
Holdings, Inc.

Form 2020
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Ownership will change at the parent level only (HealthSouth Holdings, Inc.”), with the operating entities
remaining the same. Each center will maintain its current federal tax identification number. The Petitioners have
confirmed with various Regional Offices of the Center for Medicare & Medicaid Services that this transaction
does not constitute a change of ownership for Medicare purposes.

Like other outpatient rehabilitation practices, the HealthSouth centers have traditionally not been subject to CON
review for changes of ownership, addition/termination of services, capital expenditures in excess of statutory
thresholds, and the like. In 1999, OHCA reviewed the acquisitions of certain of these centers, specifically to
determine whether CON approval was required for the transactions. OHCA did not require HealthSouth to obtain
a CON for any of the twenty-six (26) centers acquired between 1996 and 1999, nor did it require CON approval
for the acquisition/establishment of nine (9) additional centers between 2000 and 2005.

After the proposed transaction is complete, Select Medical Corporation intends to maintain each of the outpatient
rehabilitation centers at its current location, providing the same suite of services to the same population served by
the centers under HealthSouth’s ownership, with the services provided by existing staff. Licensure by the
Department of Public Health will not be required. The entities that currently bill for services will continue to do
so. These entities will also continue to hold all leases relative to the operation of the various clinics. Payers for
services include: Private pay, Medicare, Medicare Managed Care, Medicaid, traditional indemnity insurance, and
HMOs, and will not change with the transfer of stock to Select Medical Corporation.

* Note that HealthSouth Holdings, Inc. does not hold an interest in any of the HeaithSouth ambulatory surgical facilities
located in Connecticut or any other state.
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SECTION V. AFFIDAVIT

To be completed by each Petitioner

Petitioner: HealthSouth Corperation

Project Title: Sale of Qutpatient Rehabilitation Division of HealthSouth Cerporation to Select
Medical Corporation

l EL&;LA?: L. ‘\‘\5; NSO .EDA{D%LTT' &) D&_\Q@@
(Name) (Position — CEO or CFQ)

of 9&‘2@\.&3\3@ L\X %Wbemg duly sworn, depose and state that the

(Organization Name)

information provided in this CON Determination form is true and accurate to the best of my

knowledge, and that HWWN’ complies with the appropriate
(Facility Name)

and applicable criteria as set forth in the Sections 19a-630, 19&—637, 19a-63'8, 19a-639, 19a-

486 and/or 4-181 of the Connecticut General Statutes.

@h\&,(g Dhaonaid 4. 3.0

Signature Date

Subscribed and sworn to before me on lq’DRL ‘. 3 ZOO’T

.‘/J(B gmﬁﬂr

. L
o, N [

Notdry Pabl:c/Commlssmner of Superior Court
\'{".n‘. ('(rl 5

C"; R ke "NGTARY BUBLIC STATE OF ALABAMA AT EARGE
ot MY COMM]SSION EXPIRES: May 3, 2010
My Camr’ﬂlsggog’} exp; res: BONDED THRU NOTARY PUBLIC UNDERWRI‘I‘E mﬁ“

- ,-"_ /,.;_“ -

U sG 2020
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SECTION V. AFFIDAVIT

To be completed by each Petitioner

Petitioner: Select Medical Corporation

Project Title: Sale of Qutpatient Rehabilitation Division of HealthSouth Corporation to Select
Medical Corporation

L Iohn F Dwf%m Senior Vi Pres‘fdmf
Name) (Position — CEO or CFO)

of Sﬁlﬁﬂ’ Medcod Gm{? ovation being duly sworn, depose and state that the

(Organization Name)

information provided in this CON Determination form is true and accurate to the best of my

knowledge, and that ___ HKM’H’]S PWA complies with the appropriate
(Facility Name)

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.

S S

Signatiné Date
Subscribed and sworn to before me on A’PI\/UL 3, 2001 Y =
NOTARIAL SEAL
Q JULIE A CLOUSER
LM{,@/ MW\ Notary Public .

Notafy Public/Commissioner of Superior Court " My Commission Explres Apr 26, 2008
My commission expires: H-)1- 200 ¥
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Exhibit B - Tab 1

Advantage Rehabilitation Clinics, Inc.

Pre-Sale Structure

HealthSouth Corporation
a Delaware corporation

100 %

Advantage Health Corporation
a Delaware corporation

100 %

Advantage Rehabilitation Clinices, Inc.
a Massachusetts corporation

d/b/a

HSMRC New London
HSMRC Norwich
HSMRC Old Saybrook
HSMRC Old Lyme
HSMRC Trumbull
HSMRC Shelton
HSMRC Fairfield
HSMRC Fairfield

(Tax ID 043177879)

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

465183
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Advantage Rehabilitation Clinics, Ine.
Structure of Sale

Partl

HealthSouth Corporation
a Delaware corporation

Advantage Health
Corporation

a Delaware corporation HealthSouth Holdings, Inc.

a Delaware corporation

h 4

Transfer 100 % of stock

Advantage Rehabilitation Clinies, Inc.
a Massachusetts corporation

d/b/a

HSMRC New London
HSMRC Norwich
HSMRC Old Saybrook
HSMRC Old Lyme
HSMRC Trumbull
HSMRC Shelton
HSMRC Fairfield
HSMRC Fairfield

(Tax 1D 043177879)

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

405183



Advantage Rehabilitation Clinics, Inc.

Structare of Sale

18

Part 1}
HealthSouth Holdings, Select Medical
Inc. _ Transfer 100 % of stock Corporation
a Delaware corporation a Delaware corporation

Advantage Rehabilitation Clintes, Inc.
a Massachusetts corporation

d/b/a

HSMRC New London
HSMRC Norwich
HSMRC Old Saybrook
HSMRC Oid Lyme
HSMRC Trumbull
HSMRC Shelton
HSMRC Fairfield
HSMRC Fairfield

(Tax 1D 043177879)

* HSMRC ~ HealthSouth Sports Medicine & Rehabilitation Center

465183




Advantage Rehabilitation Clinics, Inc.

Post-Sale Structare

Select Medical Corporation
a Delaware corporation

100 %

HealthSouth Holdings, Inc.
a Delaware corporation

100 %

Advantage Rehabilitation Clinics, Inc.
a Massachusetts corporation

d/b/a

HSMRC New London
HSMRC Norwich
HSMRC Old Saybrook
HSMRC Old Lyme
HSMRC Trumbull
HSMRC Shelton
HSMRC Fairfield
HSMRC Fairfield

(Tax 1D 043177879)

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

465183
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Exhibit B - Tab 2

PTSMA, Inc.

Pre-Sale Structure

HealthSouth Corporation
a Delaware corporation

100%

Advantage Health Corporation
A Delaware corporation

100 %

Advantage Rehabilitation Clinics, Inc.
a Massachusetts corporation

100 %
PTSMA, Inc.
a Connecticut corporation
d/b/a
»  HSMRC West Hartford *  HealthSouth Newington
»  HSMRC Middletown »  HSMRC Bristol
»  HSMRC Bloomfield »  HSMRC New Britain
*»  HSMRC Hartford »  HSMRC Plainville
= HSMRC Bloomfield »  HSMRC Berlin
*» HSMRC Enfield »  HSMRC Farminton
» HSMRC East Hartford « HSMRC Avon
»  HSMRC Windsor » HSMRC Simsbury
»  HSMRC Manchester *  HSMRC East Granby
»  HSMRC Glastonbury
(Tax ID 061026153)

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

465183
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PTSMA, Inc,
Structure of Sale

Part 1

HealthSouth Corporation
a Delaware corporation

Advantage Health
Corporation
A Delaware corporation

a Delaware corporation

Transfer 100 % of stock

HealthSouth Holdings, Inc.

Advantage Rehabilitation
Clinics, Inc.
a Massachusetts corporation

PTSMA, Inc.
a Connecticut corporation
d/b/a
»  HSMRC West Hartford *  HealthSouth Newington
»  HSMRC Middletown *  HSMRC Bristol
»  HSMRC Bloomfield » HSMRC New Britain
=  HSMRC Hartford »  HSMRC Plainville
*  HSMRC Bloomfield = HSMRC Berlin
* HSMRC Enfield » HSMRC Farmington
» HSMRC East Hartford = HSMRC Avon
» HSMRC Windsor »  HSMRC Simsbury
»  HSMRC Manchester » HSMRC East Granby
»  HSMRC Glastonbury
(Tax ID 061026153)

* HSMRC ~ HealthSouth Sports Medicine & Rehabilitation Center

465183
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PTSMA, Inc.

Structure of Sale

Part 11
HealthSouth Holdings, % Select Medical
Inc. Transfer 100 % of stock Corporation
a Delaware corporation a Delaware corporation
Advantage Rehabilitation
Clinics, Inc.
a Massachusetts corporation
PTSMA, Inc.
a Connecticut corporation
d/b/a

» HSMRC West Hartford *  HealthSouth Newington

» HSMRC Middletown »  HSMRC Bristol

» HSMRC Bloomfield »  HSMRC New Britain

» HSMRC Hartford * HSMRC Plainville

» HSMRC Bloomfield »  HSMRC Berlin

» HSMRC Enfield »  HSMRC Farmington

»  HISMRC East Hartford » HSMRC Avon

» HSMRC Windsor » HSMRC Simsbury

»  HMSMRC Manchester « HSMRC East Granby

»  HSMRC Glastonbury

(Tax ID 061026153)

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

465183



PTSMA, Inc.

Post-Sale Structure

Select Medical Corporation
a Delaware corporation

100 %

HeaithSouth Holdings, Inc.
a Delaware corporation

100 %

Advantage Rehabilitation Clinics, Inc.
a Massachusetts corporation

100 %
PTSMA, Inc.
a Connecticut corporation
d/b/a
» HSMRC West Hartford *  HealthSouth Newington
»  HSMRC Middletown *»  HSMRC Bristol
* HSMRC Bloomfield » HSMRC New Britain
=  HSMRC Hartford » HSMRC Plainville
= HSMRC Bloomfield » HSMRC Berlin
« HSMRC Enfield »  HSMRC Farmington
» HSMRC East Hartford »  HSMRC Avon
»  HSMRC Windsor »  HSMRC Simsbury
»  HSMRC Manchester *  HSMRC East Granby
=  HSMRC Glastonbury
(Tax ID 061026153)

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

465183
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Exhibit B - Tab 3

Professional Sports Care Management, Inc.

Pre-Sale Structure

HealthSouth Corporation
a Delaware corporation

100 %

Professional Sports Care Management, Inc.

a Delaware corporation

d/b/a

HSMRC Meriden
HSMRC Norwalk
HSMRC Danbury
HSMRC New Milford
HSMRC Sharon
HSMRC Trumbull

(Tax ID 223315575)

* HSMRC -~ HealthSouth Sports Medicine & Rehabilitation Center

4065183
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Professional Sports Care Management, Inc.
Structare of Sale

Part]

HealthSouth Corporation
a Delaware corporation

HealthSouth Holdings,
Inc.
a Delaware corporation

h 4

Transfer 100 % of stock

Professional Sports Care Management, Inc.
a Delaware corporation

d/b/a

HSMRC Meriden
HSMRC Norwalk
HSMRC Danbury
HSMRC New Milford
HSMRC Sharon
HSMRC Trumbull

(Tax 1D 223315575)

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

4605183



* HSMRC - HealthSouth Sports Medicine & Rehabilitation Center

463183
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Professional Sporis Care Management, Inc.

Siructure of Sale

Part 11

HealthSouth Holdings,

Inc. . Transfer 100 % of stock
a Delaware corporation

Professional Sports Care Management, Inc.
a Delaware corporation

d/b/a

HSMRC Meriden
HSMRC Norwalk
HSMRC Danbury
HSMRC New Milford
HSMRC Sharon
HSMRC Trumbull

(Tax ID 223315575)

Select Medical
Corporation
a Delaware corporation




Professional Sports Care Management, Inc.

Post-Sale Structure

Select Medical Corporation
a Delaware corporation

100 %

HealthSouth Holdings, Inc.
a Delaware corporation

100 %

Professional Sports Care Management, Inc.
a Delaware corporation

d/b/a

HSMRC Meriden
HSMRC Norwalk
HSMRC Danbury
HSMRC New Milford
HSMRC Sharon
HSMRC Trumbull

(Tax ID 223315575)

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

465183
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Exhibit B - Tab 4

Madison Rehabilitation Center, Inc.

Pre-Sale Structure

HealthSouth Corporation
& Delaware corporation

100 %

HealthSouth Holdings, Inc.
a Delaware corporation

100 %

Madison Rehabilitation Center, Inc.
a Connecticut corporation

d/b/a
HSMRC Madison

(Tax ID 061046526)

# HSMRC - HealthSouth Sports Medicine & Rehabilitation Center

465183
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Madison Rehabilitation Center, Inc,

Structure of Sale

HealthSouth Holdings, Inc. N Select Medical
a Delaware corporation : 0 g Corporation
Transfer 100 % of stock a Delaware corporation

Madison Rehabilitation Center, Inc.
a Connecticut corporation

d/b/a
» HSMRC Madison

(Tax ID 061046526)

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

465183



Madison Rehabilitation Center, Inc,

Posi-Sale Structure

Select Medical Corporation
a Delaware corporation

100 %

HealthSouth Holdings, Inc.
a Delaware corporation

100 %

Madison Rehabilitation Center, Inc.
a Connecticut corporation

d/b/a
HSMRC Madison

(Tax ID 061046526)

* HSMRC - HealthSouth Sports Medicine & Rehabilitation Center

463183
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Exhibit B- Tab 5

HealthSouth Rehabilitation Center of Connecticut, LP

Pre-Sale Structure

HealthSouth Corporation HealthSouth Real Property
a Delaware corporation Helding Corporation
a Delaware corporation

95 % 5%

HealthSouth Rehabilitation Center of Connecticut, LP
an Alabama partnership

d/b/a
*  HSMRC Storrs
(Tax ID 631155914)

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

465183
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HealthSouth Rehabilitation Center of Connecticut, LP

Structure of Sale

Part 1
HealthSouth Real HealthSouth
Property Holding Corporation
Corporation a Delaware

a Delaware
corporation

corporation

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

465143

5%

32

Transfer its 95 %

HealthSouth Rehabilitation Center of
Connecticut, LP
an Alabama partnership

d/b/a

o  HSMRC Storrs
(Tax ID 631155914)

HealthSouth

Holdings, Inc.

a Delaware
corporation




HealthSouth Rehabilitation Center of Connecticut, LP

Structure of Sale

* HSMRC ~ HealthSouth Sports Medicine & Rehabilitation Center

465183

Part I}
HealthSouth Real HealthSouth
Property Holding Holdings, Inc.
Corporation a Delaware
a Delaware corporation
corporation
5% 95 %

33

HealthSouth
Corporation
a Delaware
corporation

100 %

Transfer 1 %

d/b/a

HealthSouth Rehabilitation Center of
Connecticut, LP
an Alabama partnership

= HMSMRC Storrs
(Tax ID 631155914)

HealthSouth Network
Services, Inc.
a Delaware corporation




34

HealthSouth Rehabilitation Center of Connecticut, LP

Structure of Sale

Part 1]

HealthSouth
HealthSouth Real Corporation
Property Holding a Delaware
Corporation corporation
a Delaware
corporation 100 %
HealthSouth Holdings,
Inc. _ HealthSouth Network
o 2 Delaware corporation Services, Inc.
Transfer a Delaware corporation
its 5 %
5% 94 % 1%

d/b/a

HealthSouth Rehabilitation Center of Connecticut, LP

an Alabama partnership

= HSMRC Storrs

{Tax ID 631155914)

* HSMRC ~ HealthSouth Sports Medicine & Rehabilitation Center

463183




HealthSouth Rehabilitation Center of Connecticut, LP
Structure of Sale

Part 1V

HealthSouth HealthSouth Corperation
Holdings, Inc. a Delaware corporation

a Delaware
corporation Transfer 100 %

A

100 %

HealthSouth Network
Services, Inc.
a Delaware corporation

99 %

1%

HeaithSouth Rehabilitation Center of Connecticut, LP
an Alabama partnership

d/b/a
s HSMRC Storrs
(Tax 1D 631155914)

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

465183
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HealthSouth Rehabilitation Center of Connecticut, LP
Structare of Sale

PartV

HealthSouth Holdings, Inc. N Select Medical

a Delaware corporation Corporation
- ] "
Transfer 100 % of stock a Delaware corporation

HealthSouth Network Services, Inc.
99 % a Delaware corporation

1%

HealthSouth Rehabilitation Center of
Connecticut, LP
an Alabama partnership

d/b/a
= HSMRC Storrs
(Tax ID 631155914)

* HSMRC - HealthSouth Sports Medicine & Rehabilitation Center

465183



HealthSouth Rehabilitation Center of Connecticut, LP

Post-Sale Structure

Select Medical Corporation
a Delaware corporation

100 %

HealthSouth Holdings, Inc.
a Delaware corporation

99 % HealthSouth Network Services, Inc,
a Delaware corporation

1%

HealthSouth Rehabilitation Center of
Connecticut, LP
an Alabama partnership

d/b/a
» HSMRC Storrs
(Tax ID 631155914)

* HSMRC — HealthSouth Sports Medicine & Rehabilitation Center

405183



JENNIFER L. GROVES
1. 203.786.831¢6

UPDIKE, KELLY &7 SPELLACY, PC | F: 203.772.2037

Connecticur’s la‘w [firm with o worldwide reach igroves@uks.com

=
I MERITAS LAW FIRMS WORLDWIDE

April 9, 2007

Cristine A. Vogel, Commissioner
Office of Health Care Access
410 Capitol Avenue

Post Office Box 340308
Hartford, CT 06134-0308

Py
ooy

iy

LS 11y

Re: HealthSouth Corporation — Sale of Outpatient Rehabilitation Divisi

Dear Commissioner Vogel:

- Please be advised that this office represents HealthSouth Corporation (“HealthSouth”). On
April 5, 2007, we filed a CON Determination Form 2020 for the proposed sale of HealthSouth’s
Outpatient Rehabilitation Division to Select Medical Corporation. Enclosed please find the original
Affidavit of Diane L. Munson, President of the Outpatient Rehabilitation Division, for inclusion with

the Form 2020.
Should you require anything further for your review, please feel {ree to call me at (203) 786-
8316.
Very truly yours,
. Jennifer L. Groves
Enclosures. - . -
467827

Ona Century Tower - 265 Church Street « New Haven, CT 06510 -T: 203.786,8300 « F: 203.772.2037 - www.uks.com
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SECTION V. AFFIDAVIT

To be completed by each Petitioner

Petitioner: HealthSouth Corporation

Project Title: Sale of Qutpatient Rehabilitation Division of HealthSouth Cor
Medical Corporation

L owwes W Mo wsan

(Name)

M Poston “CEO o CFO)

of being duly sworn, depose and state that the

(Orgamzahon Name)
information provided in this CON Determination form is true and accurate to the best of my

knowledge, and that complies with the appropriate
(Facility Name)

and applicable criteria as set forth in the Sections 19a-630, 19a-637, 192-638, 19a-639, 19a-

486 andfor 4-181 of the Connecticut General Statutes.

Signature

Subscribed and sworn to before me on QPR_L l 3,_ Z-OOF{

LD w

otary Public/Commissioner of Superior Court

‘NOTARY PUBLIC STATE OF ALABAMA AT EARGE
o . MY COMMISSION EXPIRES: May 3, 2010,
.. My COMITHSSION exXPIres: _ BONDED THRU NOTARY PUBLIC UNDERWEITERE

Form 2020
Revised 7/06
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[ENNIFER L. GROVES
T: 703.786.8316

UPDIKE, KELLY &7 SPELLACY, PC, |1 203.772.2037

Conneeticuts i firm' with a waovldwids reach faroves@uks.com

vy
TH MERITAS LAW FIRMS WORLDOWIDL

April 17, 2007

VI4A FACSIMILE
& REGULAR MAIL e
Kimberly Martone o
Office of Health Care Access IS
410 Capitol Avenue -
Post Office Box 340308

i [

Hartford, CT 06134-0308

00 !

Re: HealthSouth Corporation — Sale of Outpatient Rehabilitation Division

Dear Ms. Martone:

Please be advised that this office represents HealthSouth Corporation (“HealthSouth™).
On April 5, 2007, we filed a Certificate of Need Determination Form 2030 to confirm that
approval of the Office of Health Care Access is not required in order to fransfer ownership of
HealthSouth’s Outpatient Rehabilitation Division to Select Medical Corporation via a stock sale.
In furtherance of that submission, note that the estimated purchase price for the HealthSouth
outpatient rehabilitation practices located in Connecticut is $14,459,087.

Should you require anything further, please feel free to contact me at (203) 786.8316.

Very truly you W

Jennifer L., Groves

JLG/dla

ceL Mr. Walter Smith
Ms. Julie Clouser

468535
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Counselors at Law

" Updike, Kelly & Spellacy, P.C.

Jennifer L. Groves One Century Tower
(203) 786-8316 2635 Church Street
(203) 772-2037 FAX New Haven, Connecticut 66510

FACSIMILE TRANSMITTAL SHEET

TO: Office of Health Care Access FACSIMILE: (860) 418-7053 53
ATTN: Kimberly Martone ;ﬁ

DATE:  April 17, 2007 =
Z ek

Re: HealthSouth Corporation — Sale of Outpatient Rehabilitation i)ivisioni, o
TOTAL NUMBER OF PAGES (INCLUDING THYS SHEET): 2 ;—*
. -

IF YOU HAVE ANY PROBLEMS WITH RECEIPT OF THIS TRANSMITTAL,
PLEASE CALL DEB ALEXA AT (203) 786-3300, BXTENSION 3353, THANK YOU,

UPDIKE, KELLY & SPELLACY, P.C., PRACTICES LAW IN THE AREAS OF:
Adminsirative Law, Appealiate Law, Bankruptcy/Workout Law, Business Law, Cormmerciol Lending and Banking,
Commercial Lifigation, Design/Construction Law, Envirenmental Law, Labor and Employment Law, tegisiotive
Representation, Personal Law, Product Liabilify taw, Public Finance/Publle Law, Real Estate Law, Professional Defense
Law, Taxation, Financiol and Estate Planning and Pensions, and Frobate taw

A member firm of Meritas, with member firms worldwide

THE DOCUMENT ACCOMPANYING THIS TELECOPY TRANSMISSION CONTAINS INFORMATION FROM THE AW FIRM
OF UPDIKE, KELLY & SPELLACY, P.C., WHICH IS CONFIDENTIAL AND LEGALLY PRIVILEGED. THE INFORMATION I8
INTENDED ONLY FOR THE USE OF THE INDIVIDUAL QR ENTITY NAMED ON THIS TRANSMISSION SHEET. IF YOU ARE
NOT THE INTENDED RECIPIENT, YOU ARE MEREBRY NOTIFIED THAT ANY DISCLOSURE, COPYING, DISTRIBUTION, OR
THE TAKING OF ANY ACTION IN RELIANCE ON THE CONTENTS OF THI$ TELECOPIED INFORMATION 5 STRICTLY
PROHIBITED AND THAT THE DOCUMENT SHOULD BE RETURNED TO THIS FIRM IMMEDIATELY, IN THIS REGARD, IF YOU
HAVE RECEIVED THIS TELECOPY IN ERROR, PLEASE NOTIFY US BY TELEPHONE IMMEDIATELY $O THAT WE CAN
ARRANGE FOR THE RETURN OF THE ORIGINAL DOCUMENTS TO U5 AT NO COSTTO YOU.



@

(ENNIFER L. GROVES
203, B3t
UPDIKE, KELLY € SPELLACY, P.C. | E 2037723037

Connecticuts law firm with a worldwide reach l jgroves@uks.com

pd
(Y MERITAS LAW FIRMS WORLDWIDE

April 17, 2007

ViA FACSIMILE
& REGULAR MAIL

Kimberly Martone

Office of Health Care Access
410 Capitol Avenue

Post Office Box 340308
Hartford, CT 06134-0308

Re: HealthSouth Corporation — Sale of Qutpatient Rehabilitation Division
Dear Ms. Martone:

Please be advised that this office represents HealthSouth Corporation (“HealthSouth™).
On April 5, 2007, we filed a Certificate of Need Determination Form 2030 to confirm that
approval of the Office of Health Care Access is not required in order to transfer ownership of
HealthSouth’s Qutpatient Rehabilitation Division to Select Medical Corporation via a stock sale.
In furtherance of that submission, note that the estimated purchase price for the HealthSouth
outpatient rehabilitation practices located in Connecticut is $14,459,087.

Should you require anything further, please feel {ree to contact me at (203) 786.8316.

Very truly yours,
(=

Jennifer L. Groves

JLG/dla

ce: Mr. Walter Smith
Ms. Julie Clouser

468535
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Upd1ke, Kelly & Spellacy, P.C. Counselors at Law

Jenmifer L. Groves One Century Tower

{203) 786-8316 265 Church Street

(203) 772-2037 FAX New Haven, Connecticut 06510

jgroves@uks.com

FACSIMILE TRANSMITTAL SHEET

TO: Jack Huber FACSIMILE: (860)418-7053
Office of Health Care Access
DATE;: May 18,2007
RE: Docket No. 07-30953-DTR : -
Sale of Outpastient Rehabilitation Division of HealthSouth Corporation to:Sélect _
Medical Corporation f
5
TOTAL NUMBER OF PAGES (INCLUDING THIS SHEET): 6 gg
3

MESSAGE: Afttached is Petitioners’ response {o OHCA’s May 3, 2007 inquiry.

iF YOU HAVE ANY PROBLEMS WITH RECEIPT OF THIS TRANSMITTAL,
PLEASE CALL LORNA AT (203) 786-8300. THANEK YOU.

UPDIKE, KELLY & SPELLACY, P.C., PRACTICES LAW IN THE AREAS OF:

administrative Law, Appeliate Law, Bankruptcy/Workout Law, Business Law, Commercial Lending and Banking.
Commerciat Litigation, Deslgn/Construction Law, Ervironmental Law, Lobor and Employment Law., Legislative
Representation, Personal Law, Product Liability Low, Public Finence/Public Law, Reol Estaie Law, Proiessional Defense
Law, Taxation, Financial and Fstate Planning ond Pensions, and Probate Law

A member firm of Meritas, with member firms worldwide

THE DOCUMENT ACCOMPANYING THIS TELECOPY TRANSMISSION CONTAINS INFORMATION FROM THE LAW FIRM
QF UPDIKE, KELLY & SPELLACY, P.C., WRICH 15 CONFIDENTIAL AND LEGALLY PRIVILEGED. THE INFORMATION IS
INTENDED ONLY FOR THE USE OF THE INDIVIDUAL OR ENTITY NAMED ON THIS TRANSMISSION SHEET. IF YOU ARE
NOT THE INYENDED RECIPIENT, YOU ARE HEREBY NOTIFIED THAT ANY DISCLOSURE, COPYING, DISTRIBUTION, OR
THE TAXING OF ANY ACTION IN RELIANCE ON THE CTONTENTS OF THIS TELECOPIED INFORMATION 1§ STRICTLY
PROHIEITED AND THAT THE DPOCUMENT SHOULD SE REFURNED TO THIS FIRM IMMEDIATELY, IN THIS REGARD, IF YOU
HAYE RECEIVED THIS TELECOPY IN ERROR, PLEASE NOTIFY US BY TELEPHONE IMMEDIATELY SO THAT WE CAN
ARRANGE FOR THE RETURN OF THE ORIGINAL DOCUMENTS TO U3 AT NO COST 1O YOU,

For Office Use Only

Client Code:
Memory Tag #: ___
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FENNIFER 1. GROVES
T 2037868318

UPDIKE, KELLY & SPELLACY, PC. F 20372 2050

Connecticur’s baw firm with a worldwide reach fgroves@iks.com

v
il MERITAS 1AW FIRMS WORLDWIDF

May 18, 2007

V1A FACSIMILE
& FIRST CLASS MAIL

Jack A. Huber

Health Care Analyst

Office of Health Care Access
410 Capitol Avenue

Post Office Box 340308
Hartford, CT 06134-0308

Re:  Report No. 07-30953-DTR
Sale of Outpatient Rehabilitation Division of HealthSouth Corporation to Seleet
Medical Corporation

Dear Mr, Huber:

Please be advised that this office represents HealthSouth Corporation (“HealthSouth™) in
connection with a Certificate of Need (“CON") Determination Form 2020 for the proposed sale of
HealthSouth’s Outpatient Rehabilitation Division to Select Medical Corporation (“Select”), filed with
the Office of Health Care Access (“OHCA”) on April 5, 2007, We are in receipt of your May 3, 2007
correspondence requesting additional information on the Form 2020 pursuant to Section 19a-643-79 of
the Regulations of Connecticut State Agencies. The following responses are submitted on behalf of
HealthSouth and Select (collectively “Petitioners™):

1. Outpatient rehabilitation facilities must meet certain requirements pursuant [to] Section 19a-
639a C.G.S. to be considered exempt from the Certificate of Need process. This section
provides in relevant part:

a. Except as required in subsection (b} of this section, the provisions of section 19a-638
and subsection (a) of section 19a-639 shall not apply to ... (3) an outpatient
rehabilitation service agency that was in operation on January I, 1998, that is operated
exclusively on an outpatient basis and that is eligible to receive reimbursement under
section 17b-243;

474878
e Conlury Towes « 265 Church Street - New Haven, CT 06510 -7 203.786.8300 - F J03.777.20%7 wwiw iiles.com



05/18/2007 11:24 FAX A003/7008

Mzr. Jack A, Huber
May 18, 2007
Page 2 of 5

1.

474878

b. Each health care facility or institution exempted under this section shall register with
the office by filing the information required by subdivision (4) of subsection (a) of
section 19a-638 for a letter of intent at least ten business days but not more than sixty
calendar days prior to commencing operations and prior to changing, expanding,
terminating or relocating any facility or service otherwise covered by section 19a-638
or subsection (a) of 19a-639 or covered by both sections or subsections, excepf that, if
the facility or institution is in operation on June 5, 1998, said information shall be filed
not more than sixty days after said date. Not later than ten business days after the
office receives ¢ completed filing required under this subsection, the office shall provide
the health care facility or institution with written acknowledgement of receipt. Such
ackmowledgement shall constitute permission to operate or change, expand, terminate
or relocate such facility or institution or to make an expenditure consistent with an
authorization received under subsection (a) of section 19a-639 until the next September
thirtieth. Each entity exempted under this section shall renew its exemption by filing
current information once every two years in September.

For each of the thirty-five outpatient rehabilitation centers affected by the proposal, please
provide a table indicating whether the center was in operation on or before January 1, 1998,

RESPONSE: See Exhibit A attached hereto.

For each of the thirty-five outpatient rehabilitarion centers affected by the propossl, please
provide a table indicating whether the center is eligible to receive reimbursement under Section
17b-243 of the C.G.S.

RESPONSE: None of the HealthSouth outpatient rehabilitation clinics is at present ¢ligible
for reimbursement under Section 17b-243 of the General Statutes, for purposes of the Section
19a-639a(a)(3) exemption. Notwithstanding the foregoing, the fact remains that OHCA has
never, to the best of Petitioners’ knowledge, asserted CON jurisdiction over these types of
facilities, While the definition of “health care facility or institution” under Section 192-630
includes “rehabilitation facilities,” OHCA has traditionally interpreted same to mean inpatient
rehabilitation facilities and only those outpatient services affiliated with an inpatient program.

The definition of “health care facility or institution” has never been construed to include
unlicensed outpatient rehabilitation facilities such as those owned by HealthSouth, which are
situated in physician office buildings, malls, and other non-institutional settings. These clinics
offer limited rehabilitation services and rarely undertake significant capital expenditures. They
are not themselves repulated by the Department of Public Health. Instead, the clinics are
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staffed by therapists acting within the scope of their individual practitioner licenses and in that
regard operate similarly to private physician practices.

As noted in the Form 2020, OHCA previously reviewed the acquisitions by HealthSouth of
approximately twenty-six such facilities (between 1996 and 1999) and found that none required
CON approval. Nor has OHCA required CON approval for the establishment of additional
outpatient rehabilitation facilities by HealthSouth since 1999 or otherwise regulated the
addition/termination of services any of at these facilities. Moreover, to the best of Petitioners’
knowledge, OHCA has not reviewed the addition/termination of services at, or change of
ownership of, similar facilities across the state.

The definition of “health care facility or institution” in Section 19a-630 is broad and includes
“any facility or institution engaged primarily in providing services for the prevention, diagnosis
or treatment of human health conditions.” OHCA exercises discretion in interpreting its
statutory CON authority and in deciding which providers to regulate. It is imperative that
OHCA exercise this discretion in a manner consistent with precedent and considering the
resources available to the agency. A determination by OHCA that CON laws apply to
unlicensed, previously unregulated outpatient rehabilitation facilities could have far-reaching
consequences for existing and proposed providers, as well as the agency itself.

In light of the foregoing, Petitioners urge OHCA to determine, in accordance with past practice,

that CON approval of the proposed change of ownership of the HealthSouth Qutpatient
Rehabilitation Division is not required. Should you require anything further for your review,
please feel free to call me at (203) 786-8316.

CC:

474878

Very truly yougs,

Jennifer L. Groves

Mr. Walter Smith
Dorothy D. Pak, Esq.
Martha Everett Meng, Esq.
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EXHIBIT A
Isi Operation Prior {o
Facllity Name Street Address City/Town January 1, 1998
HEALTHSOUTH Spors Medicine & Ouk Park Professional Cormplex,
Rehubilitalion Center 141 Durham Read, Suite 14 Madison, CT Yes m
HEALTHSOUTH Sports Medicine &
Rehabilitation Center 13 8 Dog Lans Storrs, CT No
HEALTHSOUTH Sports Medicine &
Rehabilitation Center 668 Bank Street New London, CT Yes
HEALTHSOUTH Sports Medicine &
Rehaobilitation Center 1 Towne Park Plaza Norwich, CT Yes
HEALTHSOUTH Spors Medicine &
Rehabilitation Center 529 Bosion Post Road Oid Saybrock, CT Yes
HEALTHSQUTH Sporta Medicine & )
Rehabilitation Center 6 Davis Road Old Lyme, CT Yes
HEALTHSOUTH Spors Medicine & 115 Technology Drive Suite
Kehebilitation Center B100O Trumbull, CT Yoo
\ HEALTHSOUTH Sports Medicing &
: Rehabilitakion Center 100 Beard 8aw Mill Road Shelwon, CT No
HEALTHSOUTH Sports Medicine & Spinc
Center 1045 Post Road Fairficld, CT Yes
HEALTHSOQUTH Spors Medicine &
Rehabilitation Center 546 South Broad St. Meriden, CT Yes
HEATL THSOUTII Spors Medicine &
Rehabititation Cenwey 40 Crous 5, Smie 110 Norwalk, CT Yes
HEALTHSOUTH Sporty Medicine &
Rehabititation Conter 73 Sand Pit, Suite 203 Danbury, CT Yes
HEALTHSOUTH Sports Medicine &
Rehabilitstion Center 131 Kent Road New Mitford, CT Yes
HEALTHSOUTIL! Sports Medicine &
Rehabilitztion Center 50 Amenia Road Sharon, CT No
HEALTHSOUTH Sports Medicine &
Rehabiliation Cemer 29 North Main St West Haretford, CT No
HEALTHSOUTH Sports Medicine &
Rehabilitation Cenler 1000 Middie Street Middietown, CT Ng
HEALTHSOUTH Spors Medicine & .
Rehabilitation Center $00 Cotzge Grove Road Bloomfield, CT No
HEALTHSOUTH Spore Medicine &
Rehsbilitation Center 151 Farminglon Avenue Haryford, CT No
HEALTHSOUTH Sports Medicine &
Rehubiliation Center 510 Cottage Grove Road Bloomfieid, CT No
HEALTHSOUT! Sports Medicine &
Rehabilitation Center of Enficld E13 Elm St Enfiend, {T No
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Facility Name

Street Address

Clty/Town

Iy Operation Prior to
Japuary 1, 1998

HEALTHSOUTH Sports Medicine &

Rehubililation Center 477 Connecticu} Blvd. East Hartford, CT No
HEALTHSOUTH Sports Medicine &

Rohabititation Center 150 Poquonock Ave. Windsar, CT No
HBALTHSOUTH Sporis Medicine & Eusl Poinl Bidg. 360 Tolland

Rehabilitation Center Furnpike, Suite 28 Mumchester, CT No
HEALTHSOUTH Sports Medicine & Glaswnbury Prol. Cir,, 131 New

Rehabilitation Center London Turppiles, Suite 321 Glastonbwy, CT Ny
HBALTHSOUTH Sports Medicine & 505 Willard Ave. Building # 1,

Rehabilitation Center Suite 1D Newingion, CT No
HEALTHSOUTH Sports Medicine &

Rchabilhation Center 255 North Main Stroet Bristol, CT No
HEALTHSOUTH Bpory Medicine &

Rehabilitstion Center One Lake Street New Britain, CT No
HEALTHSOUTH Sports Medicine &

Rehabilitation Qenter 240 East Street, Suite € Plainville, CT No
HEALTHSOUTH Sperns Medicine & 211 New Britain Roed, Suite

Renabilitation Center i0l Berlin, CT No
HEALTHSOQUTH Sports Medicine &

Rehabilivation Cenwr 270 Farmington Ave., Sulte 174 Farmingtor, €T No
HEALTHSOUTH Sportis Medicine &

Rehabilitation Center 34 Dale Road, Suite 203 Avon, CT No
HEALTUSOQUTH Spors Medivine &

Rehabilitation Center 225 Hopmeadow St. Simsbury, CT No
HEALTHSOUTH Sports Medicine &

Rehabilitation Center 13 Church Road East Granhy, CT No
HEALTHSQUTH Sports Medicine & 75 Kings Highway Qut OfT, 41

Rehabilitation Center Flogr! Fuirfield, CT No
HEALTHSOUTH Sports Medicine &

Rehabilization Center E&E While Plains Road® Trumbull, CT No

! HealthSouth provides outpatient rehabilitation services at 75 Kings Highway Cut Off in Fairfield pursuant to a

Rehabilitation Services Agreement with an orthopedic practice that hes an office at this location.

? HealthSouth provides outparient rehabilitation services at 888 White Plains Road in Trumbull pwsuant to a Therapy
Staffing Agreement with an orthopedic practice that has an office af this location.

474878
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May 18, 2007

VIA FACSIMILE AND FIRST-CLASS MAIL

Jack A. Huber

Health Care Analyst

Office of Health Care Access
410 Capitol Avenue

P. O. Box 340308

Hartford, CT 06134-0308

Re: Certificate of Need Determination Request, Report No. 07-30953-DTR ~
Sale of Outpatient Rehabilitation Division of HealthSouth
Corporation 1o Select Medical Corporation

Dear Mr. Huber:

Murtha Cullina LLP has recently been retained by Select Medical Corporation as special
Connecticut counsel regarding the above-referenced matter,

Because we have become involved with this Determination Request so recently. | am
unisure as to the basis for jurisdiction by the Office of Health Care Access over this stock sale of
outpatient therapy clinics.

The Outpatient Rehabilitation Division of HealthSouth Corporatton operates thirty-five
outpatient therapy clinics in Connecticut. These clinics are staffed primarily by physical
therapists, each of whom provides physical therapy {o patients under the therapist’s own
professional license, pursuant to orders from the patient’s own physician. Some occupational
and, occasionally, speech therapy are provided in the same manner.

BTN HARTFORD NEAY BAVEN STAMEPORD WOBLRN
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The Department of Public Health (“DPH") has confirmed for me that these clinics are not
subject to licensing by the DPH.

These therapy services are not provided in any setting that might ordinarily be considered
a health care “facility” or “institution,” but rather in physician office buildings, malis and similar
settings. They are not part of any other facility or institution that is licensed or in any other way
subject to Certificate of Need review.

We acknowledge that the statutes and regulations are less than clear as to the scope of
OHCA’s jurisdiction. However, the terms “health care facility or institution” in Conn. Gen. Stat.
§ 19a-630(1) (OHCA) and Conn, Gen. Stat. § 19a-490 (DPH) have not been generally understood
to include health care services provided by groups of professionals acting under the
professionals’ own licenses. The term “rehabilitation facilities,” found in Conn. Agencics Regs.
§ 19a-643-11, is not defined but historically has been apphied by OHCA to licensed inpatient
rehabilitation hospitals and outpatient services offered in conjunction witl, or on the premises of.
such facilities. The terms “outpatient rehabilitation service agency” and “rehabilitation centers™
(Conn. Gen. Stat. §§ 19a-639a(3) and 17b-243) similar]y are not defined in either statute or
regulation.

When staiutory terms are not defined, an agency’s interpretation of the statute is often
dispositive. OHCA has not previously required Certiftcate of Need approval for the
establishment of clinics such as those at issue in this matter. Indeed. such approval was not
required when HealthSouth established some of the clinics now being sold, during the period
from 2000-2005. Approval was not required when HealthSouth acquired 26 of the clinics in
1996-1999, or when others were acquired between 2000-2005. To our knowledge, OHCA has
not required Certificate of Need change of ownership approval for competitors who own such
clinics.

Again, these clinics are not required by the DPH to be licensed. Therapy services are
provided by individual therapists, each acting under the therapist’s own license and within the
therapist’s scope of practice, just as medical services in a physicians™ grovp are provided by
physicians, cach of whom acts under his or her professional license and within the appropriate
scope of practice. Although its authorizing statutes are broad, OHCA has never asserted
Certificate of Need jurisdiction over such groups of individual licensed professionals regarding
the provision of professional services.

For all of these reasons, we believe issuance of a Determination that no Certificate of
Need approval is required regarding the sale of these clinics is appropriate and hope that such a
Determination can be made at the earliest possibie time.
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Thank you for consideration of this letter. It you have questions or concerns, please
don’t hesitate to contact me and Attorney Jennifer Groves.

Sincerely yours,

et Gocaty

Martha Everett Meng

ccs: J. Duggan, Esq. (via e-mail)
K. Thallner, Esq. (via email)
I. Groves, Esq. (via e-mail)

953651
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May 18, 2007

VIA FACSIMILE
& FIRST CLASS MAIL

Jack A. Huber

Health Care Analyst

Office of Health Care Access
410 Capitol Avenue

Post Office Box 340308
Hartford, CT 06134-0308

Re:  Report No. 07-30953-DTR
Sale of OQutpatient Rehabilitation Division of HealthSouth Corporation to Select
Medical Corporation

Dear Mr. Buber:

Please be advised that this office represents HealthSouth Corporation (“HealthSouth”) in
connection with a Certificate of Need (“CON”) Determination Form 2020 for the proposed sale of
HealthSouth’s Outpatient Rehabilitation Division to Select Medical Corporation (“Select”), filed with
the Office of Health Care Access (“OHCA”) on April 5, 2007. We are in receipt of your May 3, 2007
correspondence requesting additional information on the Form 2020 pursuant to Section 19a-643-79 of
the Regulations of Connecticut State Agencies. The following responses are submitted on behalf of
HealthSouth and Select (collectively “Petitioners”):

1. Outpatient rehabilitation facilities must meet certain requirements pursuant [to] Section 19a-
639a C.G.S. to be considered exempt from the Certificate of Need process. This section
provides in relevant part:

a. Except as required in subsection (b) of this section, the provisions of section 19a-638
and subsection (a) of section 19a-639 shall not apply to ... (3) an outpatient
rehabilitation service agency that was in operation on January 1, 1998, that is operated
exclusively on an outpatient basis and that is eligible to receive reimbursement under
section 17b-243;

474878
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b. Each health care facility or institution exempted under this section shall register with
the office by filing the information required by subdivision (4) of subsection (a) of
section 19a-638 for a letter of intent at least ten business days but not more than sixty
calendar days prior to commencing operations and prior to changing, expanding,
terminating or relocating any facility or service otherwise covered by section 19a-638
or subsection (a) of 19a-639 or covered by both sections or subsections, except that, if
the facility or institution is in operation on June 5, 1998, said information shall be filed
not move than sixty days after said date. Not later than ten business days after the
office receives a completed filing required under this subsection, the office shall provide
the health care facility or institution with written acknowledgement of receipt. Such
acknowledgement shall constitute permission to operate or change, expand, terminate
or relocate such facility or institution or to make an expenditure consistent with an
authorization received under subsection (a) of section 19a-639 until the next September
thirtieth. Each entity exempted under this section shall renew its exemption by filing
current information once every two years in September.

For each of the thirty-five outpatient rehabilitation centers affected by the proposal, please
provide a table indicating whether the center was in operation on or before January 1, 1998.

RESPONSE: Seec Exhibit A attached hereto.

For each of the thirty-five outpatient rehabilitation centers affected by the proposal, please
provide a table indicating whether the center is eligible to receive reimbursement under Section
17b-243 of the C.G.S.

RESPONSE: None of the HealthSouth outpatient rehabilitation clinics is at present eligible
for reimbursement under Section 17b-243 of the General Statutes, for purposes of the Section
19a-639a(a)(3) exemption. Notwithstanding the foregoing, the fact remains that OHCA has
never, to the best of Petitioners’ knowledge, asserted CON jurisdiction over these types of
facilities. While the definition of “health care facility or institution” under Section 19a-630
includes “rehabilitation facilities,” OHCA has traditionally interpreted same to mean inpatient
rehabilitation facilities and only those outpatient services affiliated with an inpatient program.

The definition of “health care facility or institution” has never been construed to include
unlicensed outpatient rehabilitation facilities such as those owned by HealthSouth, which are
situated in physician office buildings, malls, and other non-institutional settings. These clinics
offer limited rehabilitation services and rarely undertake significant capital expenditures. They
are not themselves regulated by the Department of Public Health. Instead, the clinics are
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staffed by therapists acting within the scope of their individual practitioner licenses and in that
regard operate similarly to private physician practices.

As noted in the Form 2020, OHCA previously reviewed the acquisitions by HealthSouth of
approximately twenty-six such facilities (between 1996 and 1999) and found that none required
CON approval. Nor has OHCA required CON approval for the establishment of additional
outpatient rehabilitation facilities by HealthSouth since 1999 or otherwise regulated the
addition/termination of services any of at these facilities. Moreover, to the best of Petitioners’
knowledge, OHCA has not reviewed the addition/termination of services at, or change of
ownership of, similar facilities across the state.

The definition of “health care facility or institution” in Section 19a-630 is broad and includes
“any facility or institution engaged primarily in providing services for the prevention, diagnosis
or treatment of human health conditions.” OHCA exercises discretion in interpreting its
statutory CON authority and in deciding which providers to regulate. It is imperative that
OHCA exercise this discretion in a manner consistent with precedent and considering the
resources available to the agency. A determination by OHCA that CON laws apply to
unlicensed, previously unregulated outpatient rehabilitation facilities could have far-reaching
consequences for existing and proposed providers, as well as the agency itself.

In light of the foregoing, Petitioners urge OHCA to determine, in accordance with past practice,

that CON approval of the proposed change of ownership of the HealthSouth Qutpatient
Rehabilitation Division is not required. Should you require anything further for your review,
please feel free to call me at (203) 786-8316.

CcC:

474878

Very truly yours,

Jennifer L. Groves

Mr. Walter Smith
Dorothy D. Pak, Esq.
Martha Everett Meng, Esq.
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EXHIBIT A
In Operation Prior to
Facility Name Street Address City/Town January 1, 1998
HEALTHSOUTH Sports Medicine & Oak Park Professional Complex,
Rehabilitation Center 141 Durham Road, Suvite 14 Madison, CT Yes
HEALTHSOUTH Sports Medicine &
Rehabilitation Center 13 B Dog Lane Storrs, CT No
HEALTHSOUTH Sports Medicine &
Rehabilitation Center 668 Bank Street New London, CT Yes
HEALTHSOUTH Sports Medicine &
Rehabilitation Center * 1 Towne Park Plaza Norwich, CT Yes
HEALTHSOQUTH Sports Medicine &
Rehabiiitation Center 929 Boston Post Road 0ld Saybrook, CT Yes
HEALTHSOUTH Sports Medicine & )
Rehabilitation Center 6 Davis Road Old Lyme, CT Yes
HEALTHSOUTH Sports Medicine & 115 Technology Drive Suite
Rehabilitation Center Bi0O Trumbuil, CT Yes
HEALTHSOUTH Sports Medicine &
Rehabilitation Center 100 Beard Saw Mill Road Shelton, CT No
HEALTHSOUTH Spotrts Medicine & Spine
Center 1055 Post Road Fairfield, CT Yes
HEALTHSOUTH Sports Medicine &
Rehabilitation Center 546 South Broad St. Meriden, CT Yes
HEALTHSQUTH Sports Medicine &
Rehabilitation Center 40 Cross St., Suite 110 Norwalk, CT Yes
HEALTHSOQUTH Sports Medicine &
. Rehabilitation Center 73 Sand Pit; Suite 203 Panbury, CT Yes
HEALTHSOQUTH Sports Medicine &
Rehabilitation Center 131 Kent Road New Milford, CT Yes
HEALTHSOUTH Sports Medicine &
Rehabititation Center 50 Amenia Road Sharon, CT No
HEALTHSQUTH Sports Medicine &
Rehabititation Center ] 29 North Main St. West Hartford, CT No
HEALTHSQUTH Sporis Medicine &
Rehabilitation Center 1000 Middle Street Middletown, CT No
HEALTHSQUTH Sports Medicine &
Rehabilitation Center 900 Cotlage Grove Road Bloomfield, CT No
HEALTHSOUTH Sports Medicine &
Rehabilitation Center 151 Farmington Avenue Hartford, CT No
HEALTHSOUTH Sports Medicine &
Rehabilitation Center 510 Cotiage Grove Road Bloomfieid, CT No
HEALTHSOUTH Sports Medicine &
Rehabititation Center of Enficid 113 Elm S¢. Enfield, CT No

474878
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In Operation Prior to
Facility Name Street Address City/Town January 1, 1998

HEALTHSOUTH Sporis Medicine &

Rehabiiitation Center 477 Connecticut Bivd. East Hartford, CT No
HEALTHSOUTH Sports Medicine &

Rehabititation Center 150 Poquonock Ave. Windsor, CT No
HEALTHSOUTH Sports Medicine & East Point Bldg. 360 Tolland

) Rehabilitation Center Turmnpike, Suite 2E Manchester, CT No

HEALTHSQUTH Sports Medicine & Glastonbury Prof. Ctr,, 131 New

Rehabilitation Center London Turnpike, Suite 321 Glastonbury, CT No
HEALTHSOUTH S$ports Medicine & 505 Witlard Ave. Building # 1,

Rehabilitation Center Suite 1D Newington, CT No
HEALTHSOUTH Sports Medicine &

Rehabilitation Center 255 North Main Street Bristol, CT No
HEALTHSOUTH Sports Medicine &

Rehabititation: Center One Lake Street New Britain, CT No
HEALTHSOUTH Sports Medicine &

Rehabilitation Center 240 East Street, Suite C Plainville, CT No
HEAELTHSOUTH Sports Medicine & 211 New Britain Road, Suite

Rehabilitation Center 101 Berlin, CT No
HEALTHSCOUTH Sports Medicine &

Rehabilitation Center 270 Farmington Ave., Suite 174 Farmingtor, CT No
HEALTHSOUTH Sporis Medicine &

Rehabilitation Center 34 Dale Road, Suite 203 Avon, CT No
HEALTHSQUTH Sports Medicine &

Rehabititation Center 225 Hopmeadow St. Simsbury, CT No
HEALTHSOUTH Sports Medicine &

Rehabilitation Center 13 Church Road East Granby, CT No
HEALTHSOQUTH Sports Medicine & 75 Kings Highway Cut Off, 4th

Rehabilitation Center Floor! Fairfield, CT No
HEALTHSOUTH Sports Medicine &

Rehabilitation Center 888 White Plains Road’ Trumbull, CT No

! HealthSouth provides outpatient rehabilitation services at 75 Kings Highway Cut Off in Fairfield pursuant to a
Rehabilitation Services Agreement with an orthopedic practice that has an office at this location.

? HealthSouth provides outpatient rehabilitation services at 888 White Plains Road in Trumbull pursuant to a Therapy
Staffing Agreement with an orthopedic practice that has an office at this location.

474878
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May 18, 2007

VIA FACSIMILE AND FIRST-CLASS MAIL

Jack A. Huber

Health Care Analyst

Office of Health Care Access
410 Capitol Avenue

P. O. Box 340308

Hartford, CT 06134-0308

Re: Certificate of Need Determination Request, Report No. 07-30953-DTR ~
Sale of Qutpatient Rehabilitation Division of HealthSouth
Corporation to Select Medical Corporation

Dear Mr. Huber:

Murtha Cullina LLP has recently been retained by Select Medical Corporation as special
Connecticut counsel regarding the above-referenced matter.

Because we have become involved with this Determination Request so recently, [ am
unsure as to the basis for jurisdiction by the Office of Health Care Access over this stock sale of
outpatient therapy clinics, :

The Outpatient Rehabilitation Division of HealthSouth Corporation operates thirty-five
outpatient therapy clinics in Connecticut. These clinics are staffed primarily by physical
therapists, each of whom provides physical therapy to patients under the therapist’s own
professional license, pursuant to orders from the patient’s own physician. Some occupational
and, occasionally, speech therapy are provided in the same manner.

BOSTON HARTEORD NEW HAVEN STAMEFORD WOBURN
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The Department of Public Health (“DPH”) has confirmed for me that these clinics are not
subject to licensing by the DPH.

These therapy services are not provided in any setting that might ordinarily be considered
a health care “facility” or “institution,” but rather in physician office buildings, malls and similar
settings. They are not part of any other facility or institution that is licensed or in any other way
subject to Certificate of Need review.

We acknowledge that the statutes and regulations are less than clear as to the scope of
OHCA'’s jurisdiction. However, the terms “health care facility or institution” in Conn. Gen. Stat.
§ 19a-630(1) (OHCA) and Conn. Gen. Stat. § 19a-490 (DPH) have not been generally understood
to include health care services provided by groups of professionals acting under the
professionals’ own licenses. The term “rehabilitation facilities,” found in Conn. Agencies Regs.
§ 19a-643-11, is not defined but historically has been applied by OHCA to licensed inpatient
rehabilitation hospitals and outpatient services offered in conjunction with, or on the premises of,
such facilities. The terms “outpatient rehabilitation service agency” and “rehabilitation centers”
(Conn. Gen. Stat. §§ 19a-639a(3) and 17b-243) similarly are not defined in either statute or
regulation.

When statutory terms are not defined, an agency’s interpretation of the statute is often
dispositive. OHCA has not previously required Certificate of Need approval for the
establishment of clinics such as those at issue in this matter. Indeed, such approval was not
required when HealthSouth established some of the clinics now being sold, during the perlod
from 2000-2005. Approval was not required when HealthSouth acquired 26 of the clinics in
1996-1999, or when others were acquired between 2000-2005, To our knowledge, OHCA has
not required Certificate of Need change of ownership approval for competitors who own such
clinics. :

Again, these clinics are not required by the DPH to be licensed. Therapy services are
provided by individual therapists, each acting under the therapist’s own license and within the
therapist’s scope of practice, just as medical services in a physicians’ group are provided by
physicians, each of whom acts under his or her professional license and within the appropriate
scope of practice. Although its authorizing statutes are broad, OHCA has never asserted
Certificate of Need jurisdiction over such groups of individual licensed professionals regarding
the provision of professional services.

“For all of these reasons, we believe issuance of a Determination that no Certificate of
Need approval is required regarding the sale of these clinics is appropriate and hope that such a
Determination can be made at the earliest possible time.
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Thank you for consideration of this letter. If you have questions or concerns, please
don’t hesitate to contact me and Attorney Jennifer Groves.

Sincerely yours,
Martha Everett Meng

ces:  J. Duggan, Esq. (via e-mail)
K. Thallner, Esq. (via email)
J. Groves, Esq. (via e-mail)
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STATE OF CONNECTICUT
OFFICE OF HEALTH CARE ACCESS

s

M. Jom RELL CRISTINE A. VOGEL
GOVERNOR COMMISSIONER,
June 6, 2007

Jennifer L. Groves

Updike, Kelly & Spellacy, P.C.
One Century Tower

265 Church Street

New Haven, CT 06510

RE:  Certificate of Need Determination Request; Report Number: 07-30953-DTR
Proposal from HealthSouth Corporation
Service Tenmination through the Sale of Thirty-Five (35) Connecticut Outpatient
Rehabilitation Centers by HealthSouth Corporation to Select Medical Corporation
and the Establishment of Select Medical Corporation as the New Parent Owner
for the Continued Operation of the Thirty-Five (35) Connecticut Qutpatient
Rehabilitation Centers

Dear Attormey Groves:

On April 9, 2007, the Office of Health Care Access (“OHCA”) received your Certificate of Need
(“CON") Determination request on behalf of HealthSouth Corporation. OHCA requested

additional information and received response information with respect to the request from you on
behalf of HealthSouth on May 21, 2007.

HealthSouth Corporation is proposing a termination of outpatient rehabilition services through
the sale of thirty-five (35) Connecticut outpatient rehabilitation centers by HealthSouth
Corporation to Select Medical Corporation and the establishment of Select Medical Corporation
as the new parent owner for the continued operation of the thirty-five (35) Connecticut outpatient
rehabilitation centers. Please be advised that OHCA has reviewed your request and makes the
following findings:

1. HealthSouth Corporation (“Petitioner”} is a for-profit Delaware corporation, headquartered in
Birmingham, Alabama.

2. The corporation is comprised of four operating divisions, one of which is the Outpatient
Rehabilitation Division.

An Affirmative Action / Equal Opportunity Employer
410 Capitol Avenue, MS #13HCA, P.O. Box 340308, Hartford, Connecticut 06134-0308
Telephone: (860) 418-700% » Toll free (800} 797-9688
Fax: (860) 418-7053
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3.

10.

The Petitioner is a health care facility pursuant to Section 19a-630(1) of the Connecticut
General Statutes (“C.G.S.”). Section C.G.S. 19a-630(1) provides in relevant part:

(1) "Health care facility or institution" means any facility or institution engaged primarily in
providing services for the prevention, diagnosis or treatment of human health conditions,
including, ... rehabilitation facilities..... . "Health care facility or institution"” includes any
parent company, subsidiary, affiliate or joint venture, or any combination thereof, of any
such facility or institution ...”

Through the subsidiaries of its Outpatient Rehabilitation Division, the Petitioner owns and
operates approximately six hundred (600} outpatient rehabilitation centers nationwide.
Thirty-five (35) of these outpatient rehabilitation centers are located in Comnecticut.

The Connecticut centers offer comprehensive outpatient rehabilitative care for general
orthopedic and sports injuries and conditions, as well as work-related injuries.

HealthSouth Corporation recently entered into an agreement to sell its entire Outpatient
Rehabilitation Division to Select Medical Corporation, Inc., a Delaware corporation
headqguartered in Mechanicsburg, PA.

The Petitioner’s request proposes the following with respect to its thirty-five (35)
Connecticut centers:

a) The termination of comprehensive outpatient rehabilitation services currently being
offered at the centers; and

b) The establishment of Select Medical System, Inc., as the new parent owner of the centers.

The Petitioner contends that its Connecticut outpatient rehabilitation centers should be
considered exempt facilities with regard to Certificate of Need filing requirements.

The transaction regarding the sale of the thirty-five (35) Connecticut centers is valued at
$14,459,087.

Each of the Connecticut outpatient rehabilifation centers affected by the proposal is currently
owned by one of the Outpatient Rehabilitation Division’s five (5) operating entities. The five
operating entities and their respective operating centers are as follows:

a) Advantage Rehabilitation Center, Inc.

HSMRC New London HSMRC Trumbuli
HSMRC Norwich HSMRC Shelton
HSMRC Old Saybrook HSMRC Fairfield

HSMRC O1d Lyme HSMRC Fairfield
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b) PTSMA, Inc.
HSMRC West Harford HSMRC Windsor HSMRC Berlin
HSMRC Middletown HSMRC Manchester HSMRC Farmington
HSMRC Bloomfield HSMRC Glastonbury HSMRC Avon
HSMRC Hartford HealthSouth Newington HSMRC Simsbury
HMSRC Bloomfield HSMRC Bristol HSMRC East Granby
HSMRC Enfield HSMRC New Brntain
HSMRC East Hartford HSMRC Plainville
¢) Professional Sports Care Management, Inc.
HSMRC Meriden HSMRC Danbury HSMRC Sharon
HSMRC Norwalk HSMRC New Milford HSMRC Trumbuli

d) Madison Rehabilitation, Inc. d/b/a HSMRC Madison

¢) HealthSouth Rehabilitation Center of Connecticut, LP d/b/a HSMRC Storrs

11. After the proposed sales transaction is complete, Select Medical Corporation intends to
maintain each of the outpatient rehabilitation centers at its current location, providing the
same array of services with existing staff to the same population served by the centers under
HealthSouth Corporation’s ownership.

12.

Outpatient rehabilitation facilities must meet certain requirements pursuant Section 19a-639a

C.G.S. to be considered for an exemption from the Certificate of Need process. This section
provides in relevant part:

(@)

(b)

Except as required in subsection (b) of this section, the provisions of
section 19a-638 and subsection (a) of section 19a-639 shall not apply to...
(3) an outpatient rehabilitation service agency that was in operation on
January 1, 1998, that is operated exclusively on an oulpatient basis and
that is eligible to receive reimbursement under section 17b-243;

Each health care facility or institution exempted under this section shall
register with the office by filing the information required by subdivision
(4) of subsection (a) of section 19a-638 for a letter of intent at least ten
business days but not more than sixty calendar days prior to commencing
operations and prior to changing, expanding, terminating or relocating
any facility or service otherwise covered by section 19a-638 or subsection
(a) of section 19a-639 or covered by both sections or subsections, except
that, if the facility or institution is in operation on June 5, 1998, said
information shall be filed not more than sixty days after said date. Not
later than ten business days after the office receives a completed filing
required under this subsection, the office shall provide the health care
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facility or institution with written acknowledgment of receipt. Such
acknowledgment shall constitute permission to operate or change, expand,
terminate or relocate such a facility or institution or to make an
expenditure consistent with an authorization received under subsection (a)
of section 19a-639 until the next September thirtieth. Each entity exempted
under this section shall renew its exemption by filing current information
once every two years in September.

13. HealthSouth Corporation indicates that none of its Connecticut outpatient rehabilitation
centers is at present eligible for reimbursement under Section 17b-234 of the C.G.S., for the
purposes of Section 19a-639%a(a) exemption.

14. A review of the OHCA database containing outpatient rehabilitation registration and renewal
requirements for exempt facilities pursuant to Section 19a-639a(b) of the C.G.S. indicates
that the Petitioner’s Connecticut outpatient rehabilitation centers do not meet the registration
and renewal requirements.

From the review undertaken by OHCA in this matter, OHCA determines the following with
respect to the Petitioner’s thirty-five (35) Connecticut outpatient rehabilitation centers:

a) HealthSouth Corporation is a health care facility pursuant to Section 19a-630(1), C.G.S.

b) None of HealthSouth Corporation’s outpatient rehabilitation centers is eligible for
reimbursement under Section 17b-234 of the C.G.S., for the purposes of Section 19a-
639a(a) exemption; and

¢) HealthSouth Corporation has not complied with the registration and renewal
requirements for exempt outpatient rehabilitation facilities, pursuant to Section 19a-
639a(b), C.G.S.

As such, Certificate of Need authorization from OHCA is required in this matter. HealthSouth
Corporation shall not terminate the services provided at its outpatient rehabilitation centers in
Connecticut and/or close any of its outpatient rehabilitation service centers in Connecticut until it
receives CON authorization from OHCA.

If the Petitioner is agreeable, OHCA will consider the submission of information received on
April 9, 2007 and May 21, 2007 as the Letter of Intent for this matter; therefore HealthSouth
Corporation may file a completed CON application with OHCA between June 8, 2007 and
August 7, 2007. Once OHCA receives written verification from the Petitioner that
HealthSouth Corporation is in agreement with this process, the CON application forms will
be mailed fo your attention.
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If the Petitioner is not agreeable with this process and wishes to secure CON authorization for
the proposed transaction, HealthSouth Corporation must submit a Letter of Intent to OHCA
regarding the proposed service termination through the sale of thirty-five (35) Connecticut
outpatient rehabilitation centers by HealthSouth Corporation to Select Medical Corporation and
the establishment of Select Medical Corporation as the new parent owner for the continued
operation of the thirty-five (35) Connecticut outpatient rehabilitation centers.

If you have any questions concerning this letter, please contact Jack A. Huber, OHCA Health
Care Analyst, at (860) 418-7034.

Sincerely,

LY /ﬂ//é_ _____
Cristine A. Vogel
Cominissioner

CAV:jah

Copy: Rose McLellan License and Applications Supervisor, DPH, DHSR
Martha E. Meng, Murtha Cullina, LLP, legal counsel for Select Medical Corporation, Inc.



STATE OF CONNECTICUT
OFFICE OF HEALTH CARE ACCESS

CRISTINE A. VOGEL
GOVERNOR COMMISSIONER

Jane 5, 2007

Jenmifer L. Groves, Esquire
Updike Kelly and Spellacy, P.C.
One Century Tower

265 Church Street

New Haven, CT 06510 7002

RE: Certificate of Need Application Forms, Docket Number: 07-30953-CON
Proposal from HealthSouth Corporation
Service Termination through the Sale of Thirty-Five (35) Connecticut Outpatient
Rehabilitation Centers by HealthSouth Corporation to Select Medical Corporation
and the Establishment of Select Medical Corporation as the New Parent Owner
for the Continued Operation of the Thirty-Five (35) Connecticut QOutpatient
Rehabilitation Centers

Dear Attorney Groves:

Fnclosed are the application forms for HealthSouth Corporation’s Certificate of Need
(“CON”) proposal for the Service Termination through the Sale of Thirty-Five (35)
Connecticut Outpatient Rehabilitation Centers by HealthSouth Corporation to Select
Medical Corporation and the Establishment of Select Medical Corporation as the New
Parent Owner for the Continued Operation of the Thirty-Five (35) Connecticut Outpatient
Rehabilitation Centers at an associated capital expenditure of $14,459,087. According to
the parameters stated in Sections 19a-638 and 192-639 of the Connecticut General
Statutes the CON application may be filed between June 8, 2007, and August 7, 2007.

When submitting your CON application, please paginate and date each page
contained in your submission. In addition, please submit one (1) original and five
hard copies; as well as a scanned copy of the complete CON application, inclading all
attachments, on CD or Diskette. OHCA requests that the electronic copy be in
Adobe or MS Word format and that the Financial Attachment and other data as
appropriate be in MS Excel format.

An Affivmative Action / Equal Opportunity Employer
410 Capito! Avenue, MS #13HCA, FO. Box 340308, Hartford, Connecticut 061340308
Telephone: (860) 418-7001 + Toll free (800} 797-9688
Fax: (860) 418-7053



The OHCA analyst assigned to the CON application is Jack A. Huber. Please feel free to
contact him/her at (860) 418-7034, if you have any questions.

Sincerely,

/Wfﬂ 7Y )i
Kimberly Martone
Certificate of Need Supervisor

Enclosures



State of Connecticut
Office of Health Care Access
Certificate of Need Application

Please complete all questions. If any question is not relevant to your project, a response of “Not
Applicable” may be an acceptable answer. Your Certificate of Need application will be eligible for
submission no earlier than June 8, 2007, and may be submitted no later than August 7, 2007. The OHCA
Analyst assigned to your application is Jack A. Huber. He may be reached directly at the Office of Health
Care Access by dialing (860) 418-7034,

Docket Number: 07-30953-CON
Applicant Names: HealthSouth Corporation
Select Medical Corporation
. Contact Person: Tennifer L. Groves
Contact Title: Attorney
Contact Address: Updike, Kelly and Spellacy
One Century Tower
265 Church Street
New Haven, CT 06510
Project Location: 35 Connecticut Qutpatient Rehabilitation Centers
Project Name: Service Termination through the Sale of Thirty-Five (35) Connecticut

Outpatient Rehabilitation Centers by HealthSouth Corporation to Select
Medical Corporation and the Establishment of Select Medical Corporation
as the New Parent Owner for the Continued Operation of the Thirty-Five
(35) Connecticut Outpatient Rehabilitation Centers

Proposal Type: Sections 19a-638 and/or 19a-639, C.G.S.

Estimated Total
Capital Expenditure: $14,459,087



OFFICE OF HEALTH CARE ACCESS
REQUEST FOR NEW CERTIFICATE OF NEED

FILING FEE COMPUTATION SCHEDULE

APPLICANT: FOR OHCA USE ONLY:
PROJECT TITLE: DATE

INITIAL

DATE: 1. Check logged (Front desk)
2. Check rec’d (Clerical/Cert.}

3. Checlk correct (Superv.)

4. Check logged (Clerical/Cert).)

SECTION A — NEW CERTIFICATE OF NEED APPLICATION
1. Check statute reference as applicable to CON application (see statute for detail):

192-638.Additional function or service, change of ownership, service termination,
No Fee Required.

19a-639 Capital expendituze exceeding $3,000,000 or capital expenditure exceeding $3,000,000
for major medical equipment, CT scanner, PET scanner, PET/CT scanner, MRI scanner,
cineangiography equxpment or linear accelerator.

Fee Required.

192-638 and 19a-639.
Fee Required.

| 2. Enter $0 on "Total Fee Due" line (SECTION B) if application is required pursuant to Section
: 19a-638 only, otherwise go on to Ime 3 of this sectlon

3. Enter $400 on “Total Fee Due” line (SECT!ON By if appllcauon is for capital expendtmre for major
medical equipment, imaging equipment or linear accelerator less than $3,000,000

4. Section 19a-639 fee calculation (applicable if section 19a-639 capital expenditure for major medical
equipment, imaging equipment or linear accelerator exceeding $3,000,000 or other capital
expenditure exceeding $3,000,000 is checked above OR if both 19a-638 and 19a-639 are checked):

a. Base fee:
b. Additional Fee: (Capital Expenditure Assessment)
(To calculate: Total requested Capital Expenditure/Cost excluding capitalized financing
costs multiplied times .0005 and round to nearest dollar.) ($ X
.0005)
¢. Sum of base fee plus additional fee: (Lines Ada + Adb)
d. Enter the amount shown on line A4c. on "Total Fee Due" line (SECTION B).

$  1,000.00
3 .00

i .00

SECTION B TOTAL FEE DUE:

$ .00

ATTACH HERE CERTIFIED OR CASHIER'S CHECK ONLY (Payable to: Treasurer, State of Connecticut)

W:cert/conforms/confee

Revised 11/06



GENERAL 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:

General Affidavit
Revised 7/02



HealthSouth Corporation & Select Medical Corporation June 5, 2007
Application for Docket Number: 07-30953-CON Page 2 of 11

1. Expansion of Existing or New Service

What services are currently offered at your facility that the proposal will augment or
replace? Please list.

Augment:

Replace:

2. State Health Plan

No questions at this time.

3. Applicant’s Long Range Plan

ls this application consistent with your long-range plan’?

[ 1Yes

] No

If “No” is checked, please provide an explanation.

4. Clear Public Need

A. Explain how it was determined there was a need for the proposal in your service
area.

i) Provide the following information for each Outpatient (O/P) Rehabilitation Center:

ii)

a)
b)

c)

d)

e)
f)
9)

List the primary service area (PSA) towns. Provide a rationale for choosing
the selected PSA towns.

List the secondary service area {SSA) towns. Provide a rationale for
choosing the selected SSA towns.

For each O/P rehabilitation center provide the unit of service (i.e.
procedure, scan, visit, etc.) for the past three fiscal years by service area
town.

Describe the population being served. Inciude demographic information, as
appropriate.

Scheduling backlogs in the service areas.

Travel distance from each center o their respective service area towns.
Hours of operation of each O/P rehabilitation center.

Provide the units of service projected for the first three years of operation for each
O/P rehabilitation center. Include the derivation/calculation.

Provide the information as outlined in the following table concerning the existing
providers' in the Applicant’'s PSA and SSA for each O/P rehab center:



HealthSouth Corporation & Select Medical Corporation June b, 2007

Application for Docket Number: 07-30953-CON Page 3 of 11
Hours and
Days of Current
Description of Service Provider Name and Location Operation’ Utilization®

' Specify days of the week and start and end time for each day.
2 Number of treatments/procedures performed for the most recent 12 month period, if known.

iv) What will be the effect of your proposal on existing providers (i.e. patient volume,
financial stability, quality of care, efc.)?

B. Will your proposal remedy any of the following barriers to access? Please provide
an explanation.

[]  Cultural [ ]  Transportation
[} Geographic [l Economic
[1  None of the above []  Other (Identify)

If you checked other than None of the above, please provide an explanation.

C. Provide copies of any of the following plans, studies or reports related to your
proposal:
] Epidemioclogical studies [  Needs assessments

Public information reports [ ] Market share analysis

L]
[T]  Other (Identify)
]

None — Please explain why no reports, studies or market share
analysis was undertaken related to the proposal.

5. Quality Measures



HealthSouth Corporation & Seiect Medical Corporation June 5, 2007
Application for Docket Number: 07-30053-CON Page 4 of 11

A. Check off all the Standard of Practice Guidelines that will be utilized by the
Applicant for the proposed service. Please submit the most recent copy of each
report related to the proposal:

[] American College [ ] National Committee [_| Public Health Code

of Cardiology for Quality Assurance & Federal Corollary

[ 1 National Association {_| American College  [_] American College
of Child Bearing of Obstetricians & of Surgeons
Centers Gynecologists

[] Report of the Inter- [_] American College [ _] Substance Abuse and Mental
Society Council for of Radiology Health Services Administration
Radiation Oncology

[lOther: Specify

B. Describe in detail how the Select Medical Corporation plans to meet the each of
the guidelines checked off above.

C. For each O/P rehab center submit a list of all key professional and administrative
personnel, including the Applicant’s Chief Executive Officer (CEO) and Chief
Financial Officer (CFQ), Medical Director, physicians, nurses, therapists, etc.,
related to the proposal and a copy of their Curriculum Vitae.

Note: For physicians, please provide a list of hospitals where the physicians have
admitting privileges.

D. Provide a copy of the most recent inspection reports and/or certificate for your
facility:
[1 DPH [1 JCAHO

[] Fire Marshall Report [[]  Other States Health Dept.
Reports (new out-of-state providers)

] AAAHC ] AAAASKE
[ 1 Ofther:

Note: Above referenced acronyms are defined below. '

. ! DPH - Department of Public Health; JCAHO — Joint Commission on Accreditation of Hospitals Organization; AAAHC —
¢ Accreditation Association for Ambulatory Health Care, AAAASF — American Association for Accreditation of Ambulatory
Surgery Facilities, Inc.
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E. Provide copies of any Quarterly Action Reports, Consent Decrees or Statement of
Charges against any of the operators, its physicians and any staff related to the
proposal, for the past five (5) years.

F. Provide a copy of any plan of action which has been formulated to address the
above action against any of the operators, its physicians working at the center
and/or any staff related to the proposal.

G. Provide a copy of the following (as applicable):
[1 A copy of the related Quality Assurance plan
[]  Protocols for service (new service only)

[] Patient Selection Criteria/Intake form

5. Improvements to Productivity and Containment of Costs

In the past year has your facility undertaken any of the following activities to improve
productivity and contain costs?

N Energy conservation [[]  Group purchasing

[] Reengineering []  None of the above

[]  Application of technology (e.g., computer systems, robotics, telecommunication
systems, efc.)

[ 1 Other (identify)

6. Miscellaneous

A. Will this proposal result in any change to your teaching or research
responsibilities’?
] Yes [] No
If you checked “Yes,” please provide an explanation.
B. Are there any characteristics of your patient/physician mix that makes your
proposal unique?
'] Yes ] No

If you checked “Yes,” please provide an explanation.

C. Provide the following licensing information:
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i} ifthe O/P rehab centers are currently licensed, provide a copy of the State of
Connecticut Department of Public Health license currently held for each
center.

iy The DPH licensure category you are seeking.

iii) If i) and ii) are not applicable, please explain why.

7. Afiiliations, Mergers, Acquisitions and Changes in Ownership

A

Provide a copy of the written agreement or memorandum of understanding
between the Applicants related to the proposal.

Note: If a final version is not available, provide a draft with an estimated date by
which the fina! agreement will be available.

Identify the following items for each Applicant:

i) Geographical service area.

i) Health care services provided.

iii) Physician referral patterns.

iv) Corporate or entity structural relationships.

v) Shared service arrangements (e.g., Group Purchasing, billing etc.).

Provide for each Applicant the following information related to the proposal:

i) Articles of Incorporation, Articles of Organization or Partnership Agreements
(all that are appropriate).

iiy Legal chart of corporate or entity structure.

iiiy Board of Directors or governing body resolutions approving the proposal.

iv) Current and proposed percentage of ownership.

v) Changes in legal status.

vi) Changes in membership of board of directors or governing body.

vii) Changes in independence of board of directors or governing body.

viit) Changes in facility licensed beds, health care services, service areas,
locations and management.

ix) Medicare provider number.

x} For hospitals, please identify if a new cost center will be established or if an
existing cost center will be utilized. Provide the units of service for all new
cost centers.

9. Financial Information



HealthSouth Corporation & Select Medical Corporation June 5, 2007
Application for Docket Number: 07-30953-CON Page 7 of 11

A.

Type of ownership: (Please check off all that apply)

[] Corporation(Inc) [] Limited Liability Company (LLC)
[ 1 Partnership []  Professional Corporation (PC)
[1 Joint Venture ['] Other (Specify):

Provide the following financial information:

i} Please submit each Applicant’s audited financial statements for the most
recently completed fiscal year. If an Applicant has no audited financial
statements, please submit a compilation report or an unaudited Balance
Sheet and Statement of Operations for the most recently completed fiscal
year. These statements should be externally prepared and submitted on
the preparer's letterhead.

i) By each continuing O/P rehab center, please identify the entity that will be
billing for the service.

10.Major Cost Components/Total Capital Expenditure

Submit a final version of all capital expenditures/costs as follows:

PR ot e

sy 5 S A S T A Y, FL I R e S IR ATy gy M R SRR

L Medtcai Equ:pment (Purchase) I
" imaging Equipment (Purchase) |

[ “Non-Medical Equipment (Purchase)* |

| Land/Building (Purchase) E -
i Construction/Renovation i T

___Other (Non-Construction) Speoufy

Total Capital Expenditure
'Med:cal Equipment (Lease (FMV))

Imaglng Equipment (Lease (FMV)

.Non -Medical Equipment (Lease (FMV))* | E .

| Fair Market Value of Space - (Capital Leases Only) : ,

Total Capltal Cost
"Capltaltzed inal |
Total Capltal Expend;ture with Cap. Fin. Costs

o :
_ rmattona! purposeson!y) ! S :

* Prov:de an itemized list of all non-medical equipment.

11.Land/ Building Purchase
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If the CON involves any land/building purchase, please answer all of the following that
_apphes for each center location: =~

AV AR AR

el I A R R R

1. | Please submit a copy of the Reat Estate Property

1 Appratsal . : :
2. What is the useful life of the buildin Years
3.7 Please submit a schedule of depreciation for the purchased building as
| an attachment.

For multiple items, please attach a separate sheet for each item in the above format.
12.Type of Financing

A. Check type of funding or financing source and identify the following anticipated
requirements and terms: (Check all which apply)

1 Applicant's equity:

Source and amount

B R R I AT RS R SRR R S TR A T G R S R U
Operatmg Funds

| Source/Entity Name
| Available Funds

ng staton ony [

[ ] Conventional loan or
D _Connecticut Health and Educational Facilities Authority (CHEFA) __financing:

‘Current CHEFA debt T f§,$a S
-1 CON Proposed debt fi fnancmg | $ T
.| Interest rate o E 5
j_[ Mon’chijfﬁgﬁ?ment l $ - .
| ferm ] | . Years
' Debt service reserve fund . E 5 e

[ ] Lease financing or
[[1] CHEFA Easy Lease Financing:
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CON Proposed !ease fi nancmgzw ey

‘| Fair market value of leased assets at |
?3 lease inception

Years

[]  Other financing alternatives:

@ | Amount

" ' Source (eg donated assets, etc) o

B. Please provide copies of the following, if applicable:
I.  Letter of interest from the lending institution,
ii. Letter of interest from CHEFA,
ii.  Amortization schedule (if not level amortization payments),

iv. lLease agreement.
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13,

[ —

| Total PayerMix

Revenue, Expense and Volume Projections
A1, Payer Mix Projection
Please provide both the current payer mix and the projected payer mix with the CON

proposal for each O/P rehab center based on Net Patient Revenue in the following
reporting format:

! Year 1 Year2 | Year3
Total Facility | Current . | .
| Payer | Projected | Projected ! Projected :
Description | Mix | Payer Mix ;| Payer Mix i| Payer Mix
; Medlcare _ i 7% 7S 7S R
"Medicaid* (inciudes other | ? : _
;. ‘medical assistance)

E Total Government Payers :

i
i
_. n
g Commermai Insurers* E
[Uninsured
i
i . t
f
i
i
§

! Workers Compensatlon R

Total Non-Government
i Payers ..

l
;z
T
ol
ol

*Includes managed care activity.

A.2. Please describe the impact of the proposal on the interests of consumers of
health care services and the payers of such services.

B. 1. Do the Applicants have Tax Exempt Status? [ | Yes [ 1No

C. Provide a copy of the charity care policy for each O/P rehab center. Include a
list of sliding fees available

D. Provide the following for the financial and statistical projections:

i) A summary of revenue, expense and volume statistics, without the CON
project, incremental to the CON project, and with the CON project. Please
complete Financial Attachment 1, attached. Please note that the actual
results for the fiscal year reported in the first column must agree with the
Applicant’s audited financial statements.
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i) The assumptions utilized in developing the projections (e.g., FTE’s by
position, volume statistics, other expenses, revenue and expense %
increases, project commencement of operation date, etc.). Note: Include
consideration of the Deficit Reduction Act of 2005 and the reduction of
Medicaid and Medicare reimbursements in the development in the financial
projections.

i) An explanation for any projected incremental losses from operations
contained in the financial projections that result from the implementation and
operation of the CON proposal.

iv) Provide a copy of the rate schedule for the O/P rehabilitation centers.

v) Describe how this proposal is cost effective.
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