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Joan W. Feldman
Phone: 860-251-5104
Fax: 860-251-5211
ifeldman@goodwin.com
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July 15, 2013

Kimberly Martone

Director of Operations
Department of Public Health
Office of Health Care Access

410 Capitol Avenue, MS#13HCA
P.O. Box 340308 .
Hartford, CT 06134-0308

RE:  Establishment of an Orthopedic Outpatient Surgery Facility ,
at The Hospital of Central Connecticut at New Britain General and Bradley
Memorial - Bradley Campus “HHC Southington Surgery Center, LLC”

Dear Ms. Martone:

On behalf of HHC Southington Surgery Center, LLC, enclosed please find a Certificate of
Need Application for the establishment of an Orthopedic Outpatient Surgery Facility at The
Hospital of Central Connecticut at New Britain General and Bradley Memorial - Bradley
Campus. As requested, I have included 1 original and 4 hard copies of the Certificate of Need
Application in 3-ring binders along with a CD with the electronic version of the enclosed
documents and materials. Also attached to this letter is a check in the amount of $500.00 for
the filing fee.

Please do not hesitate to contact me at 860-251-5104 if you have any questions.

Sincerely,

Joan W. Feldman

Jwf/tja
Enclosures
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Application Checklist

Instructions:

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

=

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

For OHCA Use Only:

Note:

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

page

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

Attached are completed Financial Attachments I and II.

Submission includes one (1) original and four (4) hard
copies with each set placed in 3-ring binders.

A CON application may be filed with OHCA electronically through
email, if the total number of pages submitted is 50 pages or less.
In this case, the CON Application must be emailed to

ohca@ct.gov.

Important: For CON applications(less than 50 pages) filed

y

eiectronically through email, the signed affidavit and the check
in the amount of $500 must be delivered to OHCA in hardcopy.

The following have been submitted on a CD
1. A scanned copy of each submission in its entirety, including
all attachments in Adobe (.pdf) format.

2. An electronic copy of the documents in MS Word and MS Excel
as appropriate. '
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TELZ The Hartford Courant.

A TRIBUNE PUBLISHING COMPANY

Affidavit of Publication

State of Connecticut
Wednesday, April 17, 2013

County of Hariiord

PU [ i
o) B“"‘"‘;':emcut e [, Rena Matus, do solemnly swear that | am Financial
FRiSE e iseless Operations Assistant of the Hartford Courant, printed and

Applicant: HHC South . : . :
ceter,lLo - NN SUSe b hlished daily, in the state of Connecticut and that from
’e“’ﬁ" A CamELa o e aedy my own personal knowledge and reference to the files of

emorial Campus of The Hosp(ital

CentralConnecticut . & : . . .
Senemlandiadeymemoral ©©" said publication the advertisement of Public Notice was

. 81 Meriden Avenue

Salihington, CT 06489 inserted in the regular edition.
SerpreatTne Applicant intends ta flea :

StateofComecticfBriea o e On dates as follows: 4/15/2013 $103.04
an ambulatorysu?giz:oa‘faf'act?tye SRRlIsh 4/ 1 6/ 2013 $93 04
ital Ex; 5,300,000 .
CapitalExpenditure:$5.300000 4/17/2013 $93.04

In the amount of $289.12
MINTZ & HOKE/HARTFORD HEAL

254662
Full Run

1 (\ \
% U&'(‘&w//[zmapc-ql Operaticns Assistant

Rena Matus

Subscribed and sworn to before me on April 17, 2013

e AN W Notary Public

WILLIAM B. McDONALD 2542822
NOTARY PUBLIC, CONNECTICUT
MY COMMISSION EXPIRES FEB. 28, 2014
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%"PNS XQJ&M%DPRQ!‘LQENTEB 51-57 Check Number
PO BOX 5037 -0

179 221988
HARTFORD, CT 06102-5037 i i ; _ - Bank of America
i THE FACE OF THIS DOCUMENT HAS A COLORED BACKGROUND ON'WHITE PAPER

| Five hundred ana 00/100 Dollars

Date: -

k Pay - v poR .';. " Pay enf:_];\mount
b * TREASURER STATE OF CONNECTICUT [ oeeomots | 850000 ]

OFFICE OF HEALTHCARE ACCESS _ VOID AFTER 90 DAYS
PITAL AVE #MS13HCA ‘

THE BACK OF THIS DOCUMENT CONTAINS LAID LINES AND AN ARTIFICIAL WATERMARK. - HOLD AT AN ANGLE TO VIEW.

weeilqaar KOLLR00571 000L3 0933w

OFFIGE OF NEALTHOARE AGCRSE | Entiy Yendor D Locaton Check Sumber
410 CAPITAL AVE #MS13HCA VPNK 08112 008 221988
PO BOX 340308
HARTFORD, CT  06154-0308 MIDSTATE MEDICAL CENTER
' “nvolceNumber - InvoiceDate . - Gross Amount - Discount Amount =~ Withhoiding Amount . Net Amount -
CON APPLICATION FEE 06/18/2013 500.00 500.00

696-6237 HOLD FOR CHARLIE
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TOTALS $500.00 ) 0.00 0.00 $500.00



AFFIDAVIT

Applicant: HHC Southington Surgery Center, LLC

Project Title: The Establishment of an Orthopedic Ambulatory Surgical Center in
Southington, Connecticut at the Bradley Memorial Campus of The Hospital of Central

Connecticut at New Britain General and Bradley Memorial.

I, Clarence Silvia, President & CEO of The Hospital of Central Connecticut at New

Britain General and Bradley Memorial and a representative member of HHC

Southington Surgery Center, LLC being duly sworn, depose and state that the HHC
Southington Surgery Center, LLC information submitted in this Certificate of Need

Application is accurate and correct to the best of my knowledge.

%/M | > s

Clarence Silvia Date

Subscribed and sworn to before me on 3{{( f;( Jj /! / 2013~

P 1/ /0
(0l AL Lnda
J KELLY ULLMAN

Notary Public/Commissioner of Superior Court NOTARY PUBLIC OF CONNECTICUT

o ) My Commission Exnircs 11/30/20%4
My commission expires:

2859394v6
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State of Connecticut
Office of Health Care Access
Certificate of Need Application

Instructions: Please complete all sections of the Certificate of Need (“CON™) application. If
any section or question is not relevant to your project, a response of “Not Applicable” may be
deemed an acceptable answer. If there is more than one applicant, identify the name and all
contact information for each applicant. OHCA will assign a Docket Number to the CON
application once the application is received by OHCA.

Docket Number:
Applicant: | HHC Southington Surgery Center, LL.C
Contact Person: Barbara A. Durdy

Contact Person’s

Title: ’ Director, Strategic Planning, Hartford HealthCare
Contact Person’s 181 Patricia Genova Drive

Address: Newington, CT 06111

Contact Person’s

Phone Number: 860-972-4231

Contact Person’s

Fax Number: 860-972-4650

Contact Person’s _

Email Address: bdurdy@midstatemedical.org

Project Town: Southington

Project Name: ~ Proposal to Establish an Orthopedic Outpatient Surgery Facility at

The Hospital of Central Connecticut at New Britain General and
Bradley Memorial-Bradley Campus

Statute Reference: Section 19a-638, C.G.S.
Estimated Total
Capital Expenditure: $5,300,000

0005
28593946



1. Project Description: Outpatient Surgical Facility
a. Please provide a narrative detailing the proposal.
Summa

MidState Medical Center (the “MidState”) and The Hospital of Central Connecticut at New
Britain General and Bradley Memorial (the “HOCC”), both affiliates of Hartford
HealthCare (the “System”), are proposing to jointly operate an ambulatory surgical center
~ dedicated to orthopedic surgical services on the HOCC Bradley campus, along with a
group of regional physicians who specialize in orthopedic surgery (the “Physicians”), and
Constitution Surgery Centers, LLC, a management company with expertise in the
management of ambulatory surgery centers (the “CSC”), through a limited liability
company known as HHC Southington Surgery Center, LLC (the “Applicant” or “SSC”).

The Applicant’s decision to establish a freestanding ambulatory surgery center (the “ASC”)
dedicated to the provision of high-quality and cost-effective orthopedic surgical services on
the HOCC Bradley campus is based upon the following: (i) the physicians who are
affiliated with MidState and HOCC desire to perform their orthopedic surgery in an
ambulatory surgical center dedicated to the delivery of cost-effective and high-quality
orthopedic surgical services in the Central Connecticut region; (ii) patients in the Central
Connecticut region desire and would benefit from access to outpatient surgical facilities -
dedicated to the provision of high-quality, cost-effective and efficient orthopedic surgical
services; (iii) payers are expecting providers to offer enhanced value at a lower cost; and
(iv) HOCC has the capacity to cost-effectively transform its currently underutilized
operating room space on the HOCC Bradley campus to an ASC by renovating its existing
space. More succinctly, the Application allows MidState and HOCC to jointly and more
efficiently align with their affiliated orthopedic surgeons to address all of the foregoing
challenges to ensure the delivery of cost-effective ambulatory orthopedic surgical services
in the Central Connecticut region.

i. Organizational Structure:

SSC will be organized as a Connecticut limited liability company with HOCC and
MidState collectively owning a 51% controlling membership interest. The remaining
49 % membership interest will be held by the Physicians and CSC. All of the
Physicians will be on the medical staff of either HOCC or MidState. See Exhibit 1
attached hereto for a copy of the draft Operating Agreement and the Articles of
Organization of SSC.

ii. Ambulatory Surgical Center:

The proposed ASC will utilize approximately 10,000 square feet of the existing space
associated with three of the four inpatient/outpatient operating rooms currently located
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on HOCC’s Bradley campus.! The Applicant will lease from HOCC, at fair market
value, approximately 10,000 square feet (consisting of the three operating rooms on the
Bradley campus) for the operation of the ASC. One of the key advantages of using the
existing HOCC Bradley campus operating room space is that the HOCC existing -
operating rooms are currently underutilized and in need of renovation. By renovating
existing space for the ASC, the Applicant can cost-effectively transform the currently
underutilized HOCC space into an ASC that will better meet the needs of patients in
HOCC’s and MidState’s respective service areas as later defined.” More specifically,
three of the four HOCC operating rooms located on the Bradley campus will undergo
significant renovations to create three operating rooms dedicated to orthopedic surgery
along with related preoperative/recovery and sterile processing/supplies support space
for the sole use of the ASC. Existing space will be allocated for a fourth operating
room that will remain separate from the ASC’s leased space and will be used by HOCC
for the surgeries that will continue to be performed on the HOCC Bradley campus.

Accordingly, this Application does not propose to increase the number of operating
rooms, but rather to utilize existing operating room space on the Bradley campus in a
more efficient and cost-effective manner. To the extent that the shifting of outpatient
volume from the HOCC New Britain campus and MidState creates additional operating
room capacity at the respective hospitals, MidState and HOCC plan to utilize the
additional operating room capacity for other surgical specialties, including general,
thoracic, inpatient orthopedics, and ear, nose and throat surgeries. With respect to
HOCC operating room capacity on the Bradley campus, as previously stated, the
operating rooms on the Bradley campus are currently underutilized.® Affiliated
physicians will continue to perform surgery at each of the hospitals for those patients
who prefer to have their surgery in a hospital setting or for patients with co-morbidities
or other clinical conditions that make a hospital setting the more appropriate site for
their care.

Health care reform has made it more important than ever for hospitals and physicians to
collaborate in developing new health-care delivery models that offer higher quality care
at a lower cost. In the instant case, the Applicant believes that by offering a lower cost
health-care delivery model for the provision of outpatient orthopedic surgical services,
the Applicant will be more responsive to the demands of the payers and its patients.

b. Provide letters that have been received in support of the proposal.
See Exhibit 2 attached hereto for copies of letters in support of this Applicétion.

c. Report the number of proposed operating rooms, identifying the number to be
equipped and utilized and the number to be built and shelled for future use.

"HOCC’s Bradley campus has four operating rooms but currently only utilizes two of the four. One of the
operating rooms is shelled. '

2 If the Applicant were to build a freestanding new ambulatory surgery center, the cost estimate for construction
would be between six and seven million dollars.

} The two HOCC Bradley campus operating rooms currently utilized are operating at 60% capacity for fiscal year
2012, including outpatient orthopedics. 0007



The proposed ASC will have three fully equipped operating rooms dedicated to orthopedic
surgery. There will be no ASC operating rooms built and shelled for future use.

Clear Public Need

a. Explain why there is a clear public need for the proposal. Provide evidence that
demonstrates this need.

This Application reflects a desired shift in the provision of orthopedic surgical services
from a more expensive and expansive care setting (and often one that is less accessible and
convenient to the patient) to a lower cost, more accessible care setting. See Exhibit 3
attached hereto. The proposed ASC creates a patient care environment that, by virtue of its
focus on a single service line, can more easily facilitate the implementation of evidence-
based surgical practices, offer greater flexibility in scheduling operating room time, and
accommodate specific physician preferences by having a dedicated staff that can
accommodate the needs of the orthopedic surgeon. More precisely, the Applicant believes
that there is a clear public need for the services for the following reasons:

i. The Provision of High Quality Services in a Lower Cost Environment.

The ASC will be considered a freestanding ambulatory surgical center for
reimbursement purposes. As a result, the payment rates paid by payers and patients
will be substantially lower than those paid for hospital-based ambulatory surgical
services. See Exhibit 3 attached hereto. As Table 1 below illustrates, significant
savings, (i.e. on average, of 35%) accrue to both the payer and the patient when the
orthopedic surgical services are provided in a freestanding ambulatory surgery center
setting. Id.

Table 1: Comparison of Medicare Rates for Hospital-based Versus Freestanding Select
Orthopedic Procedures*

| Medicare Rates - Hartford County ] Savings |
‘ | 2013 ASC | 2013 HOPD - National | cms [ Patient | System |
CPT Description GSCCases  Dist__ CMS Pays Patient Pays CMS Pays  Patient Pays $ % $ % $ %
64721 Carpal tunnel surgery 346 19% $ 69933 $ 174.83 $1,075.77 $ 268.95 $ 37644 35% $94.12 35% $ 470.56 35%
29881 Knee arthroscopy/surgery 2n 15% $ 109816 S 27454 $1,68929 $ 42233 $ 59113 35% $147.79 35% $ 738.92 35%
29827 Arthroscop rotator cuff repr 236 13% § 2,017.92 $ 50448 $3,10417 S 776.05 $1,086.25 35% $271.57 35% $1,357.82 35%
26055 Incise finger tendon sheath 175 10% $ 61649 S 15412 $ 94835 $ 237.09 $ 331.86 35% $ 8297 35% $ 414.83 35%
29848 Wrist endoscopy/surgery 151 8% $1,09816 $ 27454 $ 168229 S 42233 $ 59113 35% $147.79 35% $ 738.92 35%
25447 Repair wrist joints 98 5% $1,49152 $ 37288 $2,29440 $ 57361 $ 802.88 35% $200.73 35% $1,003.61 35%
29880 Knee arthroscopy/surgery 92 5% $1,09816 $ 27454 $1,689.29 $ 42233 $ 591.13 35% $147.79 35% $ 73892 35%
20680 Removal of supportimplant 91 5% $ 86385 S 21596 $1,32886 $ 33222 $ 465.01 35% $116.26 35% $ 58127 35%
62311 Inject spine /s {cd} 61 3% $ 29422 $ 7356 $ 45260 $§ 11315 $ 15838 35% $ 3959 35% $ 197.97 35%
29888 Knee arthroscopy/surgery 58 3% $304881 S 76220 $4,689.98 $1,17250 $1,641.17 35% $410.30 35% $2,051.47 35%
26160 Remove tendon sheath lesion 42 2% $ 61649 S 15412 S 94835 S 237.09 $ 33186 35% $ 8297 35% $ 41483 35%
64718 Revise ulnar nerve atelbow 36 2% $ 69933 $ 17483 $1,075.77 $ 26895 $ 37644 35% $94.12 35% $ 47056 35%
29806 Shoulder arthroscopy/surgery 29 2% $2,01792 $ 50448 $3,10417 $ 776.05 $1,086.25 35% $271.57 35% $1,357.82 35%
25111 Remove wrist tendon lesion 21 1% $ 80885 $ 20221 $1,24424 S 31107 $ 43539 35% $108.86 35% $ 544.25 35%
29877 Knee arthroscopy/surgery 19 1% $1,09816 $ 27454 $1,689.29 $ 42233 $ 59113 35% $147.79 35% $ 73892 35%
29879 Knee arthroscopy/surgery 9 1% $1,09816 $ 27454 $1,689.29 $ 42233 $§ 59113 35% $147.79 35% $ 738.92 35%
29873 Knee arthroscopy/surgery 7 0% $1,09816 $ 27454 $1,689.29 $ 42233 $ 59113 35% $147.79 35% $ 73892 35%"
29826 Shoulder arthroscopy/surgery 6 0% $1,09816 $ 27454 $1,689.29 $ 42233 $ 591.13 35% $147.79 35% $ 73892 35%
64483 Inj foramen epidural |/s 5 0% $ 29422 $ 7356 $- 45260 $ 11315 $ 15838 35% $ 39.59 35% $ 197.97 35%

4 Center for Medicare and Medicaid Services (CMS), Addendum B of the 2013 CMS OPPS. 0008



MidState and HOCC are proactively reforming their health care delivery systems to
capture these cost savings. MidState and HOCC are not unique in taking this initiative.
According to the Ambulatory Surgery Center Association (the “ASCA”), the reduction
in Medicare spending has been approximately $2.6 billion a year as a result of shifting
surgical cases from a hospital-based setting to an ambulatory setting, and “...shifting
just 50% of outpatient procedures from hospitals to ASCs would save Medicare an
additional $2.6 billion dollars per year.” Please see Exhibit 4 and Exhibit 5 attached
hereto.

ii. Patient and Physician Preference.

Most patients prefer receiving their healthcare services outside of a hospital in a
convenient, easily accessible location with shorter wait times, favorable scheduling
options, focused customer service and less likelihood of cancellations due to
emergencies. Additionally, most patients would prefer to recover in their home rather
than remain in the hospital as an inpatient. See Exhibits 4, 5 and 6 attached hereto..
Patient satisfaction surveys consistently demonstrate that patients are highly satisfied
when receiving services in an ambulatory surgery center. According to a 2008 Press
Ganey Pulse Report which surveyed 1,039,289 patients treated at ambulatory surgical
facilities between January 1, 2007 and December 31, 2007, overall patient satisfaction
score averaged at or above 92%. See Exhibit 6 attached hereto.

Physicians also prefer working in an environment that allows them to have greater input
with respect to operations, equipment and scheduling. In the instant case, the
Physicians have been the impetus for the development of the subject ASC. This is
likely attributable to the fact that physicians in an ASC setting: (i) obtain more
favorable scheduling because they are not competing for time with other surgeons from
other specialties; (ii) can more easily assemble teams of specially-trained and highly
skilled staff; (iii) can ensure that the appropriate and necessary equipment and supplies
are being used for their patients (i.e. one size does not fit all in the operating room);
and (iv) operate more efficiently with quicker turnover time between orthopedic
surgical cases (i.e. less down time for the physician). See Exhibit 3 and 5 attached
hereto. Simply stated, physicians tend to enjoy the fact that they can exercise more
professional control over their work environment in a freestanding ambulatory surgery
center. Id. “The entire system benefits from the repetition and specialization:
preoperative nursing care, interoperative medical care of an anesthesiologist, radiologist
or surgeon, and postoperative care....and the patient benefits.” See Exhibit 4 attached
hereto. '

iii. Strong Volume Growth for Orthopedic Surgery Projected.

Strong volume growth is projected for outpatient orthopedic surgery both on a national
and a regional level. The Advisory Board Company projects inpatient orthopedic
surgical growth at 5% and outpatient orthopedic surgical growth at 29% over the next
ten years for the area to be serviced by the proposed ASC (the “Service Area”).” See

3 The Sérvice Area includes the following towns: Berlin, Newington, New Britain, Plainville, Southington,
Meriden, Wallingford and Cheshire.
. 0009



Exhibit 7 attached hereto for a copy of the Orthopedic Growth Projections for Service
Areas from the Advisory Board Company.

The two factors contributing the most to the overall projected growth in orthopedic
surgery are an aging population and a rise in the incidence of obesity. See Exhibit 8
attached hereto. Obesity is believed to significantly contribute to osteoarthritis which
often leads to joint problems that require joint surgery. See Exhibit 9 attached hereto.
Specifically, osteoarthritis affects roughly 15% of adults over 25 and 34% of adults
over age 65. According to a recent study by the Robert Wood Johnson Foundation, the
percentage of adults in Connecticut who are considered obese was 24.4% in 2011 and it
is projected to continue to increase significantly over the next ten years. See Exhibit 10
attached hereto for a copy of a Robert Wood Johnson Foundation study on obesity
along with articles addressing the relationship between joint problems and obesity.

While the proposed ASC does not increase the overall number of operating rooms at the
HOCC Bradley campus, the demand (now and projected) for outpatient orthopedic
surgery will allow the Applicant to be more responsive to the patient and phy51c1an
needs in the Service Area.

iv. Optifnal Use of the HOCC Bradley Campus.

The HOCC Bradley campus currently staffs twenty-six inpatient beds, operates an
emergency department and provides surgical services. In 2012, HOCC engaged an
independent consultant to assist in the development of a strategy for the future use of
the Bradley campus. One of the primary objectives of this engagement was to
determine how to most effectively leverage the strengths of the Bradley campus to
better meet the needs of the community. As the result of the assessment and
“evaluation, the consultant recommended that the Bradley campus be the focus of
ambulatory services. More specifically, the consultant recommended that the Bradley
campus develop an ambulatory services component and not duplicate the more complex
and costly services provided on the New Britain campus of HOCC. As earlier stated,
the operating rooms and related support space at the Bradley campus are currently
underutilized and are in need of renovation. This proposal will optimize the use of
three of the operating rooms and will reallocate resources to better address the clinical
needs of the community.

Please see Exhibit 11 attached hereto for relevant portions of the Health Strategies and
Solutions Recommendations for the use of the Bradley campus.

b. Provide the calculations used to determine the proposed number of operating
rooms (relate this to the projected volumes, including information such as the
estimated number of procedures per room), and include any documentation to
support these estimates.

The number of operating rooms to be included in the ASC was determined based on the
criteria established by OHCA in the State Facilities Plan as detailed below in Table 2.
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Table 2: Three Year Projected Utilization for ASC

Projected Number of Procedures and Operating Rooms

FY2014 FY2015 FY 2016

Hand, Wrist, Elbow 752 775 800
Foot, Ankle 84 86 89
Knee, Shoulder 1,461 1,499 1,535
General 117 118 120
2,414 2,478 2,544

Minutes of Surgery / Cleanup 217,260 223,020 228,960
ORneed cal_culated 2,26 2.32 2.39
Number of ORs required 3 3 3

Calculation: OHCA Facility Plan Guidelines
(Unless otherwise supported by d ion from Appli

Capacity of the proposed facility will be based on 8 hours per day,
5 days per week, 50 weeks per year, for a total of 2,000 per year

Optimal utilization of an OR = 80%
Average time per case = 60 minutes

Cleanup time = 30 minutes per case

Optimal OR utilization in minutes = 96,000

c. Provide the following regarding the proposal’s location:
i. The rationale for choosing the proposed service location;
In addition to the reasons stated above, the Bradley campus was chosen as the location
for the proposed ASC because: (i) the Bradley campus location is easily accessible for
residents of the Service Area; and (ii) the Bradley campus has existing operating room
capacity and space.

ii. The service area towns and the basis for their selection;

See Exhibit 12 attached hereto for a listing of Service Area towns and associated Zip
codes.

iii. The population to be served, including specific evidence such as incidence,
prevalence, or other demographic data that demonstrates need;

There will be no increase in the number of operating rooms. Existing MidState and
HOCC outpatient orthopedic surgical cases will be shifted from the operating rooms of
MidState and HOCC to the proposed ASC.

- iv. How and where the proposed patient population is currently being served;

The proposed patient population is currently being served by MidState and HOCC.

v, Complete the following table concerning the existing providers in the towns
listed above and also in nearby towns; and
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OHCA Table 1: Utilization and Capacity of Existing Providers in Service Area

Provider Name Estimated Capacity
Current

Street Address Number of Operating Rooms for Proposal
Town, Zip Code Utilization

Avail- Not f?mpped 2012 Assumed Minimum * Maximim Y2012

, Utilized * Utilized * Pomposal
. able * N .| %1IP |Case Length| per OR  Total per OR Total |[TotalCases perOR % of Max

‘The Hospital of Central Connecticut, 100 Grand Street,

9
New Britain 06050 23 23 0 13 33% 119.53 602 7830 ) 803 10,441 9,962 766 95%

Bradiey Memorial Campus of Hospital of Central 4 2 1 3 17% 105.52 682| 2047 910 2729 1,647 s49|  60%

Connecticut, 81 Meriden Ave, Southington 06489

MidState Medical Center, 435 Lewis Avenue, Meriden
06451

9 9 0 9. 24% 111.57 645 5308 860 7,744 8,162 907| 105%

Total 15,686 20,914 19,771 95%

! Include used, equipped, and shell space. Data for facilities not associated with Applicants are based on Connecticut Depariment of Public Health, OHCA Inventory of Health Care Facilities, Services and Equipment for
2011 .
* Include those actually used to perionm surgeries.
* Include those not used and those that are equipped or are only shell space.
4
Excludes endoscopy rooms when known.

* Minimum number of surgeries 1o be performed in a single operating room for one year is 800 outpatient cases or 400 inpatient cases which represents 60% utilization of capacity, 20% below optimal. This is equivalent to 4
outpatient cases or 2 inpatient cases per day. The capacity ofan operating roomis based on cight (8) hours per day, five (5) days per week fifty (50) weeks per year for a total of 2,000 hours (120,000 minutes) per year
consistent with the guidelines included in Section 2. Chapter 4 of the October 2012 OHCA Statewide Healthcare Facilities and Services Plan. Outpatient case lengths are assumed to be 60 minutes with a 30 minute room
tumover time for an average of 90 minutes consistent with the guidelines included in Section 2. Chapter 4 ofthe October 2012 OHCA Statewide Healthcare Facilitics and Services Plan. As some ofthe operating rooms
covered in the application perfonm both inpatient and outpatient cases, a separate average case length for inpatient cases was defined as 180 minutes including room tumover time consistent with the standard used by the
state of North Carolina for CON applications (see Chapter 6 of the 2013 State Medical Facilities Plan) as Connecticut does not appear to have a published inpatient average case length standard. The 2012
inpatient/outpatient case mixby facility were used for calculating a blended wtilization rate of existing operating rooms, The 2012 percent inpatient case were: 33% for HOCC New Britain, 17% for the Bradley Memorial
Campus and 24% for MidState Medical Center.

© Maximum number of surgeries to be performed in a single operating room for one year is 1,067 outpatient cases or 533 inpatient cases based on 80% utilization of capacity consistent with the optimal utilization guidelines
established by OHCA. The capacity ofan operating roomis based on eight (8) hours per day, five (5) days per week {ifly (50) weeks per year for a total of 2,000 hours (120,000 minutes) per year consistent with the
guidelines included in Section 2. Chapter 4 ofthe October 2012 OHCA Statewide Healthcare Facilities and Services Plan. Outpatient case lengths are assumed 1o be 60 minutes with a 30 minute room tumover time for an
average of 90 minutes consistent with the guidelines included in Section 2, Chapter 4 of the October 2012 OHCA Statewide Healthcare Facilities and Services Plan. As some of the operating rooms covered in the
application perform both inpatient and outpatient cases, a separate average case length for inpatient cases was defined as 180 minutes including room tumover time consistent with the standard used by the state of North
Carolina for CON applications (see Chapter 6 ofthe 2013 State Medical Facilities Plan) as Connecticut does not appearto have a published inpatient average case length standard. The 2012 inpatient/outpatient case mixby
facility were used for calculating a blended utilization rate of existing ing rooms. The 2012 percent inpatient case were: 3% for HOCC New Britain, 17% for the Bradley Memorial Campus and 24% for MidState
Medical Center.

Total utilization of surgical facilities within the Service Area for this proposal is at 95%
(including the underutilized Bradley facility) of maximum capacity as defined by OHCA in the
2012 Statewide Healthcare Facilities and Services Plan. The shift of volume to the proposed
ASC is necessary to free up operating room capacity at both HOCC and MidState so that new
surgical recruits can be accommodated. MidState is actively recruiting one thoracic, one
general, two ear, nose and throat and two orthopedic surgeons. MidState’s projected
incremental cases by surgical specialty is presented in Table 3 below:

Table 3: MidState Projected Cases Associate with Newly Recruited Physicians

MidState Medical Center
Projected Case Volumes by Specialty

2014 2015 2016
Thoracic 150 150 150
Orthopedic 125 245 245
ENT 75 100 100
General Surgery 125 168 168
Totals 475 663 663

The projections in Table 3 above represent the number of cases that are projected to be added
to MidState as a result of the newly recruited physicians. MidState is currently operating at
105% of maximum capacity and without shifting outpatient volume to the proposed ASC, there
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will be inadequate operating room capacity at MidState to accommodate the new surgeons.
HOCC is currently recruiting for a fellowship trained breast surgeon, a urologist, a
neurosurgeon, an ear, nose and throat surgeon and a bariatric surgeon. The projected
incremental volumes for these newly recruited surgeons are presented in Table 4 below:

Table 4: HOCC Projected Cases Associated With Newly Recruited Physicians

" Hospital of Central Connecticut

Projected Cases by Specialty
2014 2015 2016
ENT 100 125 138
Breast Surgery 75 150 175
Urology 125 183 240
Bariatrics 125 175 225
Neurosurg 75 100 125
Total 500 © 733 903

vi. The effect of the proposal on existing providers;

There will be little or no impact on existing providers since the orthopedic physicians
that are performing their orthopedic surgical cases in the Service Area will be the same
physicians who will be performing orthopedic surgery at the proposed ASC.
Specifically, this Application does not add additional operating rooms, but rather shifts
outpatient orthopedic volume from the MidState and HOCC operating rooms to a more
cost-effective, patient accessible and operationally efficient environment.

b. Explain why the proposal will not result in an unnecessary duplication of existing
or approved health care services.

This proposal does not add additional operating rooms, but simply transforms existing
HOCC Bradley campus operating rooms into a non-hospital based ambulatory surgical
center.

c. Attach a copy of any articles, studies, or reports that support the need to establish
the proposed service, along with a brief explanation regarding the relevance of the
selected articles.

See Exhibits 3-10 attached hereto for literature in support of this Application. The
literature supports the clear public need with respect to orthopedic surgery in an
ambulatory setting.
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3. Projected Volume

a. Complete the following tables for the first three projected FYs of the proposal, for
the outpatient surgical volume of each of the Applicants and physicians involved in
the proposal. In OHCA Table 2a, report the units of service by service or
procedure type, and in OHCA Table 2b, report the units of service by each
existing and proposed operating room. Add lines as necessary.

OHCA Table 2a: Projected Outpatient Surgical Volume by Procedure Type

Projected Volume
(First 3 Full Operational FYs)*

, FY 2014 | FY 2015 | FY 2016
Service or procedure type**
Hand, Wrist, Elbow 752 775 800
Foot, Ankle 84 86 89
Knee, Shoulder 1,461 1,499 1,535
General 117 118 120
Total 2,414 2,478 2,544

* If the first year of the proposal is only a partial year, provide the first partial year and then the first three full
FYs. Add columns as necessary.

** Identify each service/procedure type and add lines as necessary.

*#% Fill in years. In a footnote, identify the period covered by the Applicant’s FY (e.g. July 1-June 30, calendar
year, etc.). .

OHCA Table 2b: Projected Outpatient Surgical Volume by Operating room

Projected Volume \
(First 3 Full Operational FYs)*
FY 2014 | FY 2015 | FY 2016
Operating room**
OR 1 850 850 850
OR 2 850 850 850
OR 3 714 - 778 844
Total 2,414 2,478 2,544

* If the first year of the proposal is only a partial year, prov1de the first partial year and then the first three full
FYs. Add columns as necessary.

** Identify each operating room by location and any other identifier, and add lines as necessary.

*#% Fill in years. In a footnote, identify the period covered by the Applicant’s FY (e.g. July 1-June 30, calendar
year, etc.) .

The fiscal yeér for the proposed ASC will be October 1 through September 30.

-b. Provide a detailed description of all assumptions used in the derivation/calculation
of the projected volumes.

The projected volumes in OHCA Tables 2a and 2b above are based on the actual case
volumes of the Physicians who will be shifting their outpatient orthopedic cases to the
proposed ASC. Physician volumes were increased by 2% to 4% for the first three (3)
years. The growth rate of between 2% to 4% used to develop the volume projections for
this proposal is very conservative in comparison to the growth forecast for this service line
as projected by the Advisory Board Company. See Exhibit 7 attached hereto.
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Table S: FY 2012 Outpatient Orthopedic Volumes by Physicians

FY 2012 Actual Outpatient Volumes by Physician
Hand/Wrist Foot / Knee/

JElbow . Ankle Shoulder General Total
Physician 1 39 5 109 1 154
Physician 2 22 1 198 2 223
Physician 3 29 3 148 10 190
Physician 4 226 1 0 50 277
Physician 5 26 11 351 6 394
Physician 6 73 12 138 12 235
Physician 7 52 13 172 2 239
Physician 8 51 3 37 8 99
Physician 9 91 11 129 5 236
Physician 10 56 11 79 11 157
Physician 11 67 11 67 4 149

732 82 1428 111 2353 N

4. Quality Measures

a. Submit a list of all key professional, administrative, clinical, and direct service
personnel related to the proposal. Attach a copy of their Curriculum Vitae.

Please see Exhibit 13 for copies of Curriculum Vitae for key professional, administrative,
clinical and direct service personnel related to this project.

b. Explain how the proposal contributes to the quality of health care delivery in the

region. '
Specialized care protocols specific to orthopedics, consistent with best clinical practices,
will be developed and implemented by clinical staff to ensure high quality standards are
met and sustained. Clinical focus on a single specialty allows greater opportunity for
patient education and engagement, quality enhancement, improved outcomes, better
efficiency in facility utilization and focused follow-up and coordination of care. See
Exhibit 14 attached hereto.

c. Identify the Standard of Practice Guidelines that will be utilized in relation to the
proposal. Attach copies of relevant sections and briefly describe how the Applicant
proposes to meet each of the guidelines.

Please see Exhibit 14 attached hereto for relevant portions of the Standard of Practice
Guidelines for Ambulatory Surgery Centers, Accreditation Association for Ambulatory
Health Care Centers (the “AAAHC”). The ASC will meet and maintain all national
standards required to achieve accreditation by the AAAHC.
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d. For non-hospital Applicants only, provide transfer agreements with hospitals
closest to the proposed facility.

Please see Exhibit 15 attached hereto for a copy of the draft transfer agreements between
MidState and SSC and between HOCC and SSC.

. Organizational and Financial Information

a. Identify the Applicant’s ownership type(s) (e.g. Corporation, PC, LLC, etc.).
SSC is a Connecticut limited liability company, (LLC).

b. Describe the proposed ownership structure for the outpatient surgical facility.
Ownership of SSC:

HOCC and MidState 51%

CSC and Physicians 49%

c. Provide copies of Articles of Incorporation, Articles of Organization, or
Partnership Agreements (all that are appropriate) related to the proposal.

Please see Exhibit 1 attached hereto for a copy of the draft Operating Agreement and
Articles of Organization of HHC Southington Surgery Center, LLC.

d. Does the Applicant have non-profit status?
No.

e. Provide copies of all signed written agreements or memorandum of understanding
including all exhibits/attachment etc., between the Applicants related to the
proposal.

Please see Exhibit 1 attached hereto for a copy of the draft Operating Agreement and
Articles of Organization of HHC Southington Surgery Center, LLC.

f. Provide audited financial statements for the most recently completed fiscal year. If
audited financial statements do not exist, in lieu of audited financial statements,
provide other financial documentation (e.g. unaudited balance sheet, statement of
operations, tax return, or other set of books.)

Copies of the FY 2012 audited financial statements for MidState and HOCC are on file
with OHCA.
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g. Submit a final version of all capital expenditures/costs as follows:

OHCA Table 3: Proposed Capital Expenditures/Costs

Medical Equipment Purchase $1,800,000
Imaging Equipment Purchase

Non-Medical Equipment Purchase

Land/Building Purchase *

Construction/Renovation ** $2,200,000°

Other Non-Construction (Specify)

$1,300,000 (working

_ capital)
Total Capital Expenditure (TCE) $5,300,000
Medical Equipment Lease (Fair Market Value) *** $
Imaging Equipment Lease (Fair Market Value) ***

Non-Medical Equipment Lease (Fair Market Value) ***

Fair Market Value of Space ***

Total Capital Cost (TCC) $

Total Project Cost (TCE + TCC) $5,300,000
Capitalized Financing Costs (Informational Purpose Only)

Total Capital Expenditure with Cap. Fin. Costs $

* If the proposal involves a land/building purchase, attach a real estate property appraisal including the amount;

the useful life of the building; and a schedule of depreciation.

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

lease or loan term.

See Exhibit 16 attached hereto for facility floor plans. Construction is expected to commence

during FY 2013.

h. List all funding or financing sources for the proposal and the dollar amount of
each. Provide applicable details such as interest rate; term; monthly payment;
pledges and funds received to date; letter of interest or approval from a lending

institution.

The operations of the ASC will be funded though capital contributions by the members,

income from operations and lender financing at market rates.

i. Provide a copy of the Applicant’s charity care policy and sliding fee scale

applicable to the proposal.

SSC will adopt the Hartford HealthCare financial assistance policy attached hereto as

Exhibit 17.

8 HOCC will incur the renovation expense and then recover such expense through amortization of such cost over the

term of the lease.

00017



J- Demonstrate how this proposal will affect the financial strength of the state’s

health care system.

The ASC will provide high-quality and low-cost orthopedic surgical services. Both quality
and lower costs will contribute to the financial strength of the State’s health care system.

6. Patient Population Mix: Current and Projected

a. Provide the current and projected patient population mix (based on the number of
patients, not based on revenue) with the CON proposal for the proposed program.

OHCA Table 4: Patient Population Mix

Current** Year 1 Year 2 Year 3
FY 2012 FY 2014 FY 2015 FY 2016

Medicare* 18.3% 18.3% 18.3% 18.3%
Medicaid* 3.8% 3.8% 3.8% 3.8%
CHAMPUS &TriCare
Total Government 22.6% 22.6% 22.6% 22.6%
Commercial Insurers* 66.0% 66.0% 66.0% 66.0%
Uninsured 0.3% 0.3% 0.3% 0.3%
Workers Compensation 11.1% 11.1% 11.1% 11.1%
Total Non-Government 77.4% 77.4% 77.4% 77.4%
Total Payer Mix 100.0% 100.0% 100.0%

* Includes managed care activity.
- ** New programs may leave the “current” column blank.

100.0%

*** Fill in years. Ensure the period covered by this table corresponds to the period covered in the projections

provided.

b. Provide the basis for/assumptions used to project the patient population mix.

The projected patient population mix is based on the current patient population mix for both

MidState and HOCC.

7. Financial Attachments A & B

a. Provide a summary of revenue, expense, and volume statistics, without the CON
project, incremental to the CON project, and with the CON project. Complete
Financial Attachment A. (Note that the actual results for the fiscal year reported in
the first column must agree with the Applicant’s audited financial statements.) The

projections must include the first three full fiscal years of the project.

See Exhibit 18 for Financial Attachment A for MidState, HOCC and SSC.

- b. Provide a three year projection of incremental revenue, expense, and volume
statistics attributable to the proposal by payer. Complete Financial Attachment B.

The projections must include the first three full fiscal years of the project.

See Exhibit 19 for Financial Attachment B for MidState, HOCC and SSC.
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c. Provide the assumptions utilized in developing both Financial Attachments A and B
(e.g., full-time equivalents, volume statistics, other expenses, revenue and expense %
increases, project commencement of operation date, etc.).

e Case volume is derived from existing volume of all affiliated physicians who are
expected to perform surgery in the ASC.

¢ Volume growth is based on historical growth, physician practice patterns, and
projections discussed herein.

e Net revenue per case is based on the Medicare and Medicaid fee schedules for ASCs.

e Required staffing and other operating expenses are based on CSC s experience in
Connecticut.

* Depreciation expense is based on 5-year average useful life.
 Interest expense assumes capital is borrowed at 6.5% and amortized over 5 years.

d. Provide documentation or the basis to support the proposed rates for each of the
FYs as reported in Financial Attachment B. Provide a copy of the rate schedule for
the proposed service(s). :

Medicare and Medicaid rates are based upon actual rates for ambulatory surgery centers in
Connecticut. ‘

e. Identify the entity that will be billing for the proposed service(s).
' HHC Southington Surgery Center, LLC.

f. Provide the minimum number of units required to show an incremental gain from
operations for each fiscal year.

The Applicant projects that the volumes indicated in OHCA Tables 2a and 2b above will
result in profitable operations because of lower cost structure.

g. Explain any projected incremental losses from operations contained in the financial
projections that result from the implementation and operation of the CON proposal.

HOCC’s incremental losses in the financial projections reflect the depreciation expense
associated with the project. Please note that such transitional losses are less than would be
associated with a higher cost facility.

h. Describe how this proposal is cost effective.

The ASC will provide greater value with respect to orthopedic surgical services for less
cost. For all the reasons described herein, the ASC is an important health-care delivery
model in a value-based purchasing environment. By reducing costs and enhancing value,
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the ASC will have an overall positive impact on the health care delivery system with little
or no adverse impact on other providers.
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OPERATING AGREEMENT OF
SURGERY CENTER, LLC

This Operating Agreement (this "Agreement") is entered into as of this __ day of ,
2013, by and among the signatories hereto.

EXPLANATORY STATEMENT

WHEREAS, the parties have agreed to organize and operate a limited liability company
in accordance with the terms of, and subject to the conditions set forth in, this Agreement; and

WHEREAS, the parties wish to establish a facility for the provision of outpatient
orthopedic surgery and related care services as contemplated by the vision of the Members,
including, without limitation, creating a facility focused on providing services which are high
quality, cost efficient, coordinated and collaborative, and patient centric, and as and to the extent
compatible with and in furtherance of the charitable purposes of the Class B Members; and

WHEREAS, the parties have agreed to organize and operate a limited liability company
pursuant to Internal Revenue Service Revenue Ruling 2004-51, 2004-22 I.R.S. 974, in such a
manner as to neither (i) jeopardize the status of either Class B Member as an organization
exempt from federal income taxation pursuant to Code Section 501(a) as an organization
described in Code Section 501(c)(3), nor (ii) generate any "unrelated business taxable income"
for either Class B Member as such term is used in Code Section 512(a).

NOW, THEREFORE, for good and valuable consideration, the sufficiency of which is |
hereby acknowledged, the parties, intending legally to be bound, agree as follows:

ARTICLE I
ORGANIZATION OF THE COMPANY

1.01 QOrganization.

On April 4, 2013, the Company was organized as a Connecticut limited liability
company by the acceptance for filing of the Articles of Organization by the Connecticut
Secretary of the State in accordance with and pursuant to the Act.

1.02 Name of the Company.

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

The principal place of business and the office of the Company initially shall be located at
and the Company’s business shall be conducted from , Connecticut. At such time
as the Center is constructed and operations commence in Southington, Connecticut the Company
shall move its principal place of business and office to that location. The Company may locate its
place of business at any other place or places as the Management Committee may deem
advisable.

1.04 Statutory Agent.

The name of the statutory agent of the Company for service of process on the Company
in the State of Connecticut shall be Winship Service Corporation whose address is One
Constitution Plaza, Hartford Connecticut, 06103-1919 . The Company may change its statutory
agent if it is deemed advisable by the Management Committee. If the Company changes its
statutory agent, the Company shall file the name and address of the new statutory agent with the
Connecticut Secretary of State as required by the Act.

1.05 Term.

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

1.06 Purposes.

The purposes to be promoted or carried out by the Company shall be to engage in the
following;: .

(a) To operate a fully licensed, certified and accredited outpatient surgical
center specializing primarily in musculoskeletal procedures, including, but not limited to,
orthopedics, neurosurgery and pain management, applying best practice principles, envisioned
by the Members, all in furtherance of the charitable purposes of the Class B Members by
promoting health for a broad section of the community as further described in Section 1.07 and
including, without limitation, a facility focused on providing services which are high quality,
cost efficient, coordinated and collaborative, and patient centric; and

(b) The Members understand that the Company’s and the Center’s operations
are subject to various state and federal laws regulating permissible relationships between the
Members and entities such as the Company, including 42 U.S.C. § 1320a-7b(b) (the “Fraud and
Abuse Statute”), and 42 U.S.C. § 1395nn (the “Stark Act”). It is the intent of the parties that the
Company operate in a manner consistent with the foregoing statutes. The Members also
acknowledge that the Stark Act, the regulations promulgated thereunder and similar Connecticut
laws and regulations may restrict the Center (as presently formed) from providing “designated
health services” (as defined by the Stark Act) or other services to patients referred by the
Members or physician with a direct or indirect ownership or financial arrangement with the
Company. The Center shall not provide “designated health services. If, in the future, any of the
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services that the Center provides are deemed to be “designated health services,” such services
shall be provided by the Center only if such services may be provided in compliance with one or
more exceptions to the ban on self-referrals set forth in the Stark Act, the regulations
promulgated thereunder, or any successor statutes and/or regulations thereto. The Company
shall adopt appropriate billing policies regarding "designated health services" and shall allow any
Member to audit the Company's billing and collection activities to assure compliance with this
Section 1.06(b).

(©) To engage in any other lawful act or activity for which limited liability
companies may be formed under the Act consistent with the foregoing.

1.07 Tax-Exempt Organization Limitations.
Notwithstanding any other provision of this Agreement:

€)) So long as the Midstate or THOCC (or an entity owned by Hartford
HealthCare Corporation) remains a Member of the Company, all acts, activities, and business
carried on by the Company shall be consistent with, and in furtherance of, the charitable health
care and community benefit missions and tax-exempt status under Section 501(c)(3) of the Code,
of Midstate and THOCC (the “Charitable Purposes”). The Members hereby agree and
acknowledge that the foregoing duty of the Company to operate consistent with, and in
furtherance of, the Charitable Purposes shall override any duty that the Company or its
Member(s) may have to operate the Company for the financial benefit of any individual or for-
profit Member. Accordingly, in the event of a conflict between the operation of the Company in
accordance with the Charitable Purposes, on the one hand, and any duty to maximize the
Company’s profits, on the other hand, the Company, its Members and the Management
Committee shall satisfy the Charitable Purposes without regard to the consequences for
maximizing the Company’s profitability.

(b) The Company shall not carry on propaganda, attempt to influence
legislation, or participate or intervene in (including the publication or distribution of statements)
~ any political campaign on behalf of (or in opposition to) a candidate for public office.

1.08 Independent Medical Judgment. No provision of this Agreement shall limit the
independent medical judgment of any participating physician with Medical Staff privileges at the
Center with regard to the providing of patient care.

ARTICLE I
MEMBERS AND MEMBER REPRESENTATIVES

2.01 Members.

The name, present mailing address, and Percentage Interest of each Member are set forth
on Exhibit A, attached hereto, as such Exhibit A may be amended from time to time. There shall
initially be three (3) authorized classes of Members of the Company: Class A Members, Class B
Members and Class C Members. Except as otherwise specifically provided in this Agreement,

5
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all Members shall have (based on Percentage Interest held) the same economic rights. Except in
the case of an action taken by the Class B Members in accordance with Sections 4.06(b), 6.09(b)
and 17.05(b) of this Agreement, the Members, acting as Members, shall have no right to act for
or bind the Company. The initial Class A Members, Class B Members and Class C Members are
~ identified in Exhibit A hereto. Additional Members may be admitted to the Company only upon
the satisfaction of the provisions of Section 13.01 herein.

2.02 Member Representations.

(a) Each Member represents and warrants that neither it, he or she, nor any
owners of the Member (i) has received loans for the purpose of investing in the Company from
the Company, a Member or their Affiliates, or from any direct or indirect investor in the
Company; (i1) has offered (and will not offer) terms for investment in the Member based upon
previous, actual or expected referrals, services furnished or the amount of business otherwise
generated from that owner to the Center; (iii) has or will make payment to an owner in return for
the owner's investment in the Member that is not directly proportional to the owner's capital
investment in the Member; and (iv) has or will make any other payments, direct or indirect, to an
owner that are based, in any manner, upon the volume or value of referrals the owner has made
or directed to the Center (or is expected to refer to the Center).

(b)  No Person shall be eligible to become a physician owner, directly or
indirectly, of a Class A Member (or remain an owner of a Class A Member) or a Class C
Member (or remain an owner, directly or indirectly, of a Class C Member) (collectively, the
“Physician Member”) unless the following eligibility requirements are satisfied: (i) each
Physician Member shall be a physician, licensed and registered, in good standing, to practice
medicine in the State of Connecticut; (ii) each Physician Member has not been barred or
suspended from participation in any governmental program, including, but not limited to, the
Medicare and/or Medicaid programs; (iii) each Physician Member shall derive at least
approximately one-third (1/3) of his or her medical practice income from all sources for the
previous fiscal year or previous twelve (12)-month period from his or her own performance of
procedures that are ambulatory surgical procedures (or procedures that are required to be
provided in an inpatient or outpatient hospital operating room), and, those Physician Members
who provide services in the Center shall directly perform not less than approximately one-third
(1/3) of such procedures at the Center; (iv) each Physician Member shall fully inform each
patient, prior to referring patients to the Center, of his or her investment interest in the Center;
(v) each Physician Member shall treat patients receiving medical benefits or assistance under any
federal health care program in a nondiscriminatory manner at the Center; (vi) if the Physician
Member refers patients to the Center, such Physician Member shall maintain active privileges at
the Center (and any physician subject to a Board of Managers action under the Medical Staff
Bylaws that results in probation or suspended privileges may be deemed, at the Board of
Managers sole discretion, ineligible to remain a Physician Member); and (vii) under Applicable
Law, such Physician Member’s ownership shall not disqualify (and, without further action,
would not disqualify) the Company or the Center from engaging in operations as a Medicare-
certified ambulatory surgery center for any reason, or from having such Physician Member
perform cases at the Center. A physician who meets such requirements may be referred to herein
as an “Eligible Physician Investor”.
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(c) Any entity which is an owner of a Class A Member or a Class C Member
and has physician owners shall either be (i) a "group practice" as defined 42 CFR 1001.952(r)(5)
or (ii) an entity established for the sole purposes of investing in a Class A Member or Class C
Member and all physician owners shall be an Eligible Physician Investor as defined Section
2.02(b), above. Such Class A Member or Class C Member owners shall also comply with
Section 2.02(a) above.

(<)) The Class B Members further represent and warrant that they (i) will not
require or encourage employed or affiliated physicians to refer patients to the Center or any
Physician Member (or physician on staff at the Center); (ii) will not track referrals made by its
employed or affiliated physicians to the Center, directly or indirectly, for inappropriate purposes
including without limitation, determination of compensation; (iii) any compensation paid to
employed or affiliated physicians will be at fair market value and will not take into account, in
any manner, the volume or value of referrals to the Center or physicians on staff at the Center;
(iv) will annually inform its employed and affiliated physicians of these requirements; (v) will
treat patients receiving medical benefits or assistance under any federal health care program in a
nondiscriminatory manner; and (vi) will not include any payment or cost associated with the
Center on its cost report unless such costs are required to be included by a Federal health care
program.

2.03 Member Representatives.

Each Member of the Company, which is not an individual, shall designate in writing one
Member Representative who shall be entitled to exercise all of the rights of the Member,
including voting rights, set forth in this Agreement. Such Member Representative shall have the
authority to act on behalf of such Member until such time that the Management Committee
receives written notice from the applicable Member of the replacement of such Member
Representative. The initial Member Representative of each Member is set forth in Exhibit B
hereto. A Member Representative may be removed or replaced at any time, with or without
cause or notice, by the Member which designated such Member Representative.

ARTICLE III
CONTRIBUTIONS AND CAPITAL ACCOUNTS

3.01 Initial Capital Contributions.

The Members hereby agree to an initial capitalization plan for the Company pursuant to
which the Company initially shall be capitalized with aggregate equity capital and debt of not
more than $ .00 during the period from the date of this Agreement through

. The Class A Members, the Class B Members and the Class C Members shall make
an initial Capital Contribution to the Company as set forth on Exhibit C payable in accordance
with a schedule to be determined by the Management Committee; provided, that each interim
payment of the initial capital contribution by the Members shall be divided amongst the
Members in proportion to each Member's respective Percentage Interest. The Members hereby
further agree to cause the Company to incur debt up to an aggregate maximum principal amount
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of $ : (inclusive of the working capital line of credit referenced below). If
nonrecourse financing for the Company is unavailable or insufficient, it is hereby agreed and
acknowledged that, upon the approval of the Management Committee, each Member (and its
owners) shall be required to guarantee debt of the Company, solely on a pro-rata (based on
Percentage Interest) and several basis. Each Member further agrees to execute and deliver such
agreements and instruments as the Company may require with respect to such Member’s
guarantee. The foregoing initial capitalization plan is intended to fund the design, development,
construction, furnishing, equipping and initial working capital for the Center, in a manner to
timely pay all such costs and to permit the Center to commence commercial operation in

, with an available working capital line of credit of at least $ .
Notwithstanding the foregoing, the Management Committee may amend the initial capitalization
plan described in this Section 3.01 as to both the amount and timing of the payment of the initial
Capital Contributions based upon the actual timing and costs associated with the development of
the Center.

3.02 Additional Capital Contributions.

(a) If (i) the Management Committee at any time, or from time to time,
determines by unanimous written consent or (ii) the Class B Member, pursuant to Section
6.09(b) of this Agreement, determines that the Company requires Capital in addition to the initial
Capital Contributions provided for in Section 3.01, then the Management Committee, or the
Class B Members, as applicable, shall give written notice to each Member of (i) the aggregate
amount of additional Capital Contribution required, (ii) the reason the additional Capital
Contribution is required, (iii) each Member's proportionate share of the aggregate additional
Capital Contribution (determined in accordance with this Section), and (iv) the date each
Member's additional Capital Contribution is due and payable, which date shall be no sooner than
thirty (30) days after the notice has been given. A Member's proportionate share of the total
additional Capital Contribution shall be equal to the product obtained by multiplying the
Member's Percentage Interest and the aggregate additional Capital Contribution required. A
Member's proportionate share shall be payable in cash, by certified check or by wire transfer.

(b) Except as provided in this Article III, no Member shall be required to

contribute any additional capital to the Company, and no Member shall have any personal
liability for any obligation of the Company.
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3.03 Capital Contribution Defaults.

(a) If a Member (the “Defaulting Member”) does not make a Capital
Contribution required pursuant to Section 3.01 or Section 3.02(a) on or before the date such
Capital Contribution is due, such failure shall be a material breach of this Agreement and if not
cured within thirty (30) days after notice from the disinterested members of the Management
Committee, the disinterested members of the Management Committee may remove the
Defaulting Member in accordance with the terms of Section 14.02 as an Involuntary Withdrawal
by the Defaulting Member. If the Management Committee does not assert its right to remove the
Defaulting Member through an Involuntary Withdrawal as described above, (i) the Defaulting
Member's Membership Interest shall be converted to an Economic Interest until such time (the
“Cure Date”) that the Defaulting Member has made the delinquent Capital Contribution, plus
interest, at a variable annual rate equal to the Prime Rate as in effect from time to time plus two
percent (2%), from the date such Capital Contribution was due to the date of payment, (ii) the
Defaulting Member shall automatically forfeit until the Cure Date its voting rights hereunder and
its right to designate a Member Representative or any representative on the Management
Committee (provided, however, in the case that a Class B Member is the Defaulting Member, the
Class B Member who is not the Defaulting Member shall have the right to appoint all three HHC
Managers), (iii) the Managers designated by the Defaulting Member to the Management
Committee shall automatically be removed from the Management Committee, and (iv) the
Company shall be entitled to set off against any Cash Flow or other amounts due to such
Defaulting Member hereunder any amounts due to the Company attributable to such Capital
Contribution and the interest thereon.

(b)  As used in Section 3.03(a), "Prime Rate" means the Prime Rate as
published from time to time in the “Money Rates” section of The Wall Street Journal or any
successor publication, or in the event that such rate is no longer published in The Wall Street
Journal or:such successor journal, a comparable index or reference as may be selected by a
majority of the Class A and B Members which are not at such time Defaulting Members.

3.04 Interest on and Return of Capital Contributions.

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

3.05 Form of Return of Capital Contributions.

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

3.06 Capital Accounts.

A separate Capital Account shall be maintained for each Member and Economic Interest
Owner. ‘
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3.07 Loans to the Company.

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

ARTICLE IV
MEMBER MEETINGS

4.01 Meetings.

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

4.02 Place of Meetings.

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

4.03 Notice of Meetings.

Except as provided in Section 4.01 written notice stating the place, day and hour of a
meeting of the Members and the purpose or purposes for which the meeting is called shall be
delivered not less than five (5) nor more than thirty (30) days before the date of the meeting
either personally or by mail, by or at the direction of the Management Committee or Member
calling the meeting, to each Member (and to each Member Representative designated in Section
2.02) entitled to vote at such meeting.

4.04 Meeting of All Members.

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

4.05 Record Date.

For the purpose of determining the Members entitled to notice of or to vote at any
meeting of the Members or any adjournment thereof, the date on which notice of the meeting is
mailed shall be the record date for such determination. When a determination of the Member

entitled to vote at any meeting of the Members has been made as provided in this Section, such
determination shall apply to any adjournment thereof.
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" 4.06 Manner of Acting,

€)) The vote of at least one (1) of the Class A Members and the unanimous
vote of the Class B Members shall be required to take or approve any matter coming before the
Members, unless the vote of a lesser or greater proportion or number is otherwise required by the
Act, by the Articles of Organization, or by this Agreement. Except as otherwise required by the
Act, by the Articles of Organization, or by this Agreement, the Class C Member shall not have
any voting rights.

(b) Notwithstanding the foregoing or Section 5.05, the exclusive and
unanimous vote of the Member Representatives selected by the Class B Members shall be
required to take or approve any Exempt Status Matter coming before the Members. In the
exercise of its special powers hereunder, the Class B Members Member Representatives shall act
reasonably and on the written advice of counsel, and shall give not less than ten (10) days' prior
notice to, and shall, during such ten (10) day period, seek the advice and input of, the other
Members.

4.07 Proxies.

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

4.08 Action by Members Without a Meeting.

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

4.09 Waiver of Notice.

When any notice is required to be given to any Member, a waiver thereof in writing
signed by the person entitled to such notice, whether before, at, or after the time stated therein,
shall be equivalent to the giving of such notice.

11
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ARTICLE V
RIGHTS, DUTIES AND OBLIGATIONS OF MEMBERS

5.01 Limitation of Liability.

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

5.02 Liability for Company Debt.

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

5.03 Member Duties.

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

5.04 Limitation on Authority of Members.

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

5.05 Transactions with Members,

Each Member understands and acknowledges that the conduct of the Company's business
may involve business dealings” and undertakings with Members and their Affiliates. Any
business dealings and undertakings between the Company and a Member or one or more of its
Affiliates shall be at arm's length, at fair market value and on commercially reasonable terms and
approved solely by the disinterested Management Committee members. In addition, any
decision to amend, renew or terminate (including, without limitation, asserting without cause
termination rights or rights to terminate for breach) such business dealings and undertakings
between the Company and a Member or one or more of its Affiliates shall reside solely with the
disinterested Management Committee members except as otherwise set forth in Section 4.06(b)
or 6.09(b).
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5.06 Restrictive Covenants.

(a) Non-Competition. Fach Member agrees that while it is a Member or
- Economic Interest Owner and for a period of two (2) years thereafter, it and its Competition
Affiliates shall not directly or indirectly develop, manage, consult with (other than infrequent
patient medical consultations), finance or invest in any ambulatory surgery center offering
musculoskeletal surgical services similar to those provided by the Company (the "Competing
Activity") in the Connecticut municipalities of Andover, Avon, Barkhamsted, Beacon Falls,
Berlin, , Bloomfield, Bolton, Bozrah, Bristol, Burlington, Canterbury, Canton, Chaplin,
Cheshire, Colchester, Columbia, Coventry, Cromwell, Durham, East Granby, East Hampton,
East Hartford, East Windsor, Ellington, Enfield, Farmington, Franklin, Glastonbury, Granby,
Griswold, Groton, Hartford, Harland, Harwinton, Hebron, Lebanon, Ledyard, Manchester,
Mansfield, Marlborough, Meriden, Middlebury, Middlefield, Middletown, Montville,
Naugatuck, New Britain, New Hartford, Newington, North Haven, Norwich, Plainfield,
Plainville, Plymouth, Portland, Prospect, Rocky Hill, Scotland, Simsbury, South Windsor,
Southington, Sprague, Suffield, Thomaston, Torrington, Vernon, Wallingford, Waterbury,
Watertown, West Hartford, Wethersfield, Windham, Windsor, Windsor Locks, Wolcott,
Woodbury (collectively, the "Territory"). This restrictive covenant does not prohibit referrals to,
or the use of, any other ambulatory surgery center by Members, Economic Interest Owners or
Competition Affiliates. Anything to the contrary notwithstanding, the following actions by the
Class B Members shall not be in violation of this Section 5.06(a): (i) any surgical services
provided by an entity wholly owned by Hartford HealthCare in a licensed hospital inpatient or
outpatient department, (ii) any Hartford HealthCare surgical joint venture whose revenues from
orthopedic services are less than ten (10%) of total revenues in any given year, or (iii) any
ambulatory surgery center acquired as part of a merger or acquisition of a hospital or health
system by Hartford HealthCare.

(b) Confidentiality.

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

(©) Limitation of Covenants. The restrictions in this Section 5.06:

_ @) shall not prohibit any Member or its Competition Affiliates from
.taking any action on behalf of the Company;

(i)  shall not apply to the activities of a Member, a former Member or
its Competition Affiliates if the Members unanimously consent to allow the Member or Former
Member to undertake the prohibited activity after full disclosure of all the relevant facts;

(iii))  shall not prohibit any Member and its Competition Affiliates from
‘owmng individually or collectively, directly or indirectly securities of any Person traded in a
public market provided that the Member and its Competition Affiliates do not own more than
two percent (2%) of any class of securities of such Person and have no relationship with such
Person other than as a stockholder; and

(iv)  shall not prohibit any Member or its Competition Affiliates from
using for its own benefit or the benefit of others or to disclose or publish any information that
(A) was rightfully in its possession prior to the date of this Agreement, (B) was rightfully
obtained from others without violation of its obligations to the Company or the other Members,
(C) was independently developed by the Member without the use of the Company's or the other
Members' Confidential Information or (D) is or becomes within the public domain without
breach of this Agreement.

(d Injunctive Relief. Each Member acknowledges that any violation of any
provision of Section 5.06 will cause irreparable harm to the Company and/or the other
Member(s), that damages for such harm will be incapable of precise measurement and that, as a
result, the Company and/or the other Member(s) will not have an adequate remedy at law to
redress the harm caused by such violation. Therefore, in the event of such a violation, the parties
agree that, in addition to other remedies, the aggrieved party or parties shall be entitled, without
the necessity of either proof of actual damage or the posting of a bond, to injunctive relief,
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including but not limited to an immediate temporary injunction, temporary restraining order
and/or preliminary or permanent injunction to restrain or enjoin any such violation, and to
reimbursement of any reasonable attorneys' fees and expenses incurred to enforce the provisions
of this Section 5.06. Nothing in this Agreement shall be construed to prohibit the Company
and/or an aggrieved Member from pursuing any other remedy, the parties having agreed that all
remedies are cumulative and that a Member is liable for any and all acts or omissions of such
Member and/or any of its Competition Affiliates that violate any provision of this Section 5.06.

(e) Acknowledgment. FEach Member hereby acknowledges the
reasonableness of the restrictions contained in this Section 5.06 in view of the purposes of the
Company and the relationship of the Members. Each Member acknowledges that the restrictions
contained in this Section 5.06 represent mandatory conditions precedent to the execution of this
Agreement, and that in the absence of such restrictions, neither Member would have consented
to, or entered into, this Agreement. '

ARTICLE VI
RIGHTS AND DUTIES OF MANAGEMENT COMMITTEE

6.01 Management Committee

(a) The management of the Company shall be vested in a Management
Committee, which shall consist of eight individuals (each individually referred to as a
"Manager", and collectively as the "Managers"). Each Class A Member shall be responsible for
designating two of such eight Managers (each of which shall be referred to individually as a
"Class A Manager", and collectively as the "Class A Managers") to the Management Committee.
The Class B Members, as determined by the Class B Members, shall be responsible for
designating four of such eight Managers (each of which shall be referred to individually as an
"HHC Manager", and collectively as the “HHC Managers™) to the Management Committee. No
Class C Member shall be appointed as a Manager, nor shall the Class C Members have the right
to designate a Manager. The initial Managers designated by each Member are set forth on
Exhibit B hereto.

(b) The annual meeting of the Management Committee shall be held on the
each year, or at such other time as is selected by the Management Committee.
Regular meetings of the Management Committee may be held at such times and places as may
be determined by the Management Committee, and once such determination has been made and
notice given to each Manager, regular meetings may be held without any further notice. Special
meetings of the Management Committee may be called by the Chairman, a Member, a Member
Representative, or by two or more Managers upon at least forty-eight (48) hours' notice.
Attendance at a meeting of the Management Committee, in person or as otherwise permitted
under this Agreement or the Act, by a majority of the HHC Managers and a majority of the Class
A Managers shall constitute a quorum.

(©) Action may be taken by the Management Committee without a meeting by
consent, in writing, setting forth the action to be taken, signed by the number of Managers
entitled to vote on such action as would be required to approve such action at a meeting at which
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all the Managers entitled to vote thereon were present. Such consent shall be filed with the
records of the meetings of the Management Committee and shall be treated for all purposes as
the act of the Management Committee.

(d Managers may participate in a Management Committee meeting by means
of conference telephone or similar communications equipment that enables all persons
participating in the meeting to hear each other.

(e) The Management Committee may, from time to time, designate by
resolution one or more subcommittees with such powers and authority as may be prescribed in
such resolution. to serve at the request of the Management Committee. Each subcommittee.
which shall be comprised of an equal number of the Class A Member and Class B Members
representatives (and such non-voting Class C Members (or Class C Member representatives) as
designated by the Management Committee), may determine the procedural rules for its meetings
and conducting its business and shall act in accordance therewith. Adequate provision shall be
made for notice to subcommittee members of all meetings; a majority of the subcommittee
members shall constitute a quorum; and all matters shall be determined by the vote of a majority
of the subcommittee members present at a meeting at which a quorum is present.

6.02 Powers of Management Committee.

The Management Committee shall have full exclusive, and complete discretion, power,
and authority (subject in all cases to Section 6.03, Section 6.04, Section 6.09. the other
provisions of this Agreement and the requirements of Applicable Law), to manage, control.
administer, and operate the business and affairs of the Company so as to further the purpose of
the Company as set forth in Sections 1.06 and 1.07, and to make all decisions affecting such
business and affairs (subject to Section 5.05 regarding transactions with a Member or an Affiliate
of a Member), including without limitation, for Company purposes, the power to:

(a acquire by purchase, lease, or otherwise any real property or any personal
property, tangible or intangible;

(b) construct, operate, maintain, finance, and improve any real property or any
personal property;

| (c) sell, convey, assign, or lease any real property or any personal property;

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

(e) enter into agreements and contracts and to give receipts, releases and
discharges;

® appoint, employ or otherwise contract with any Person to perform services
for or on behalf of the Company, and to grant to any such Person such authority to act on behalf
of the Company as the Management Committee may from time to time deem appropriate;
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(2) purchase liability and other insurance to protect the Company's assets and
business;

(h)  execute any and all other instruments and documents that may be
necessary or in the opinion of the Management Committee desirable to carry out the intent and
purpose of this Agreement;

)] make any and all expenditures that the Management Committee, in its sole
discretion, deems necessary or appropriate in connection with the management of the affairs of
the Company and the carrying out of its obligations and responsibilities under this Agreement,
including, without limitation, all legal, accounting, and other related expenses incurred in
connection with the organization, financing, and operation of the Company;

)] invest and reinvest Company reserves in short-term instruments or money
market funds;

&) adopt and amend Medical Staff Bylaws and Medical Staff Rules and
Regulations for the organization and operation of the Center (as provided further in Section 8.02
below);

) appoint and credential members of the Medical Staff and delineate their
privileges at the Center, and otherwise discharge its responsibilities under the Medical Staff By-
Laws and Medical Staff Rules and Regulations in effect from time to time;

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

(n) arrange for managed care contracting;
(0) control the proper and efficient use of operating room time;

(p) oversee the review peers using the Company's Center pursuant to
procedures adopted by the Management Committee from time to time;

@ take and approve all actions and matters required of a governing authority
of an ambulatory orthopedic surgical center under Applicable Law; and

(r) enter into any activity necessary to, in connection with, or incidental to,
the accomplishment of the purposes of the Company.

6.03 Management of Qutpatient Surgery Center.

The Management Committee shall arrange for the management and administration of the
business affairs of the Company's Center. It shall do so either through the employment or
engagement of individuals with the necessary credentials to do so, or through contract with a
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third party engaged in the business of outpatient surgical center management (subject to Section
5.05 if a Member or an Affiliate of a Member is engaged). The Members and the Management
Committee hereby adopt and agree to comply with the Charity Care Policy. The Management
Committee may amend the Charity Care Policy from time to time and shall enforce the Charity
Care Policy in a manner to ensure the compliance of the Company and the Center with the
Charity Care Policy and Applicable Law.

6.04 Extraordinary Transactions.

Notwithstanding anything herein to the contrary, excepting actions taken pursuant to
Section 4.06(b) or Section 6.09(b), the Management Committee may not take action with regards
to any of the following matters without the unanimous vote of the Class A and B Members
(subject to Section 5.05 regarding transactions with a Member or an Affiliate of a Member):

€)) sell all or substantially all of the assets of the Company;
(b)  merge or consolidate the Company with any other Person;

(©) acquire all or substantially all the assets of, or ownership interests in,
another Person; '

(d) borrow money or incur any debt for, or on behalf of, the Company in
excess of $250,000, other than in the ordinary course of business;

(e) execute for or on behalf of thé Company any mortgage or deed of trust or
prepay, in whole or in part, refinance, amend, modify, or extend any mortgage or deeds of trust
for or on behalf of the Company securing a debt in excess of $250,000;

® create a security interest in or cause a lien securing a debt in excess of
$250,000 to be placed on any real property of the Company or, other than in the ordlnary course
of business, any personal property of the Company;

(g) acquire by purchase, lease or otherwise any real property;

(h) admit additional Members to the Company;

i) enter into any management agreement relating to all or substantially all of
the assets and/or operations of the Company or any other contract or series of related contracts
that require aggregate expenditures by the Company or will result in aggregate gross payments to
the Company, in excess of $100.000;

G hire or fire key personnel; and

(k) open additional offices.
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6.05  Term of Managers.

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

6.06 Resignation of Manager

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

6.07 Removal of Manager.

A Manager may be removed at any time, with or without cause or notice, by the Member
that originally designated such Manager or as described in Section 3.03(a)(iii); provided,
however, any Manager committing fraud against the Company, commission of a felony, or any
other action in violation of his/her fiduciary duty to the Company shall be removed upon the
request of a Member. ~

6.08 Vacancies.

Manager vacancies shall be filled by the Member who originally designated such
Manager within ten (10) days after such vacancy arises.

6.09 Manner of Acting.

(a) In General. The affirmative vote of a majority of the Class B Managers
present at a meeting at which quorum exists plus at least two (2) of the Class A Managers shall
be required to take or approve any action by the Management Committee.

(b) Special Powers of HHC Managers. Notwithstanding anything contained
herein to the contrary, HHC Managers shall have the unilateral and exclusive right to (i) take or
approve any action by the Management Committee with respect to any Exempt Status Matter,
provided, however, that approval of such action may also be given by the Class B Members
Member Representatives pursuant to Section 4.06(b); or (ii) take or approve any and all actions
on matters of financial policy, including, without limitation, approval of the Company’s annual
capital and operating budgets and any material modifications to such budgets, any borrowings or
other financings, distribution policies and decisions, capital calls, cash management decisions,
creation of financial reserves and investment policies. In the exercise of their special powers
under clause (i) above, the HHC Managers shall act reasonably and on the written advice of
counsel, and shall give not less than ten (10) days' prior written notice to, and shall, during such
ten (10) day period, seek the advice and input of, the Class A Managers. Actions taken pursuant
to this Section 6.09(b) shall not be subject to Section 5.05.
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(©) Compliance Plan and Conflict of Interest Policy. The Management
Committee shall adopt, and the Company shall operate consistently with, a compliance plan and
a conflict of interest policy that is complimentary to the corporate compliance plan of the Class B
Members in existence as of the Effective Date.

6.10 Duties of Managers.

Each Manager shall devote such time to the business and affairs of the Company as is
necessary to carry out the duties set forth in this Agreement. The Management Committee shall
manage the Company so as to further the purpose of the Company as set forth in Sections 1.06
and 1.07 including, without limitation, furthering the Class B Members' Charitable Purposes
without regard to maximizing profitability.

6.11 Liability of Managers.

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

6.12 Indemnity of Managers.

The Company shall indemnify and hold harmless each Manager against any and all
liability, loss, expense, or damage incurred or sustained by reason of any act or omission in the
conduct of the business of the Company, except if such Manager shall have been guilty of fraud,
bad faith, gross negligence or willful misconduct. Such indemnification shall include the
reasonable expenses (including reasonable attorneys' fees and costs) incurred by a Manager in
connection with the defense of any action to which he or she may be made a party by reason of
his or her interest in or activities on behalf of the Company. Any indemnity under this Section
shall be provided out of and to the extent of Company assets only and no Member shall have any
personal liability on account thereof.

6.13 Reliance upon Third Parties.

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

6.14 Compensation
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The salary and/or other compensation of the Managers, if any, shall be fixed from time to
time by the unanimous vote of the Class A and B Members.

ARTICLE VII
OFFICERS OF THE COMPANY

7.01 General.

The Management Committee annually at its annual meeting shall appoint a Medical
Director and a Chairman, and may elect such other officers of the Company, which may include
a President, a Vice President, a Treasurer, a Secretary and other officers and assistant officers, as
the Management Committee may deem necessary or advisable for the efficient operation of the
Company's affairs. Any two or more offices may be held by the same person. The Medical
Director shall be nominated by Class A Member, subject to the approval of the Management
Committee, and must at all times be on the active medical staff of at least one of the Class B
Members. The Chairman shall be one of the six Managers and such position shall be held for
alternating one-year terms by an HHC Manager and a Class A Manager, such that the Chairman
shall be designated by the HHC Managers during the annual meeting of the Management
Committee held during an even-numbered year, and shall be designated by the Class A
Managers during the annual meeting of the Management Committee held during an odd-
numbered year.

7.02  Authority and Duties.

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

7.03 Election and Term of Office.

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

7.04 Removal.

Any officer of the Company may be removed by the Management Committee whenever
in its judgment the best interest of the Company would be served thereby; provided, however, (a)
except as permitted under Section 6.09(b), the removal of a Chairman can only be by vote of the
Managers who designated such Chairman; and (b) the removal of any officer shall be without
prejudice to the contract rights, if any, of the person so removed. Election or appointment shall
not of itself create contract rights.

7.0S Resignations.
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Any officer of the Company may resign his or her office at any time by giving written
notice thereof to the Chairman of the Company, if any, or to the Management Committee. Such
resignation shall take effect at the time specified therein, or if no time is specified therein, at the
time of the receipt thereof, and the acceptance thereof shall not be necessary to make it effective.

7.06 Vacancies.

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

7.07 Medical Director.

The Medical Director shall be the chief operating officer of the Company's Center, with
such powers and duties, including without limitation responsibility for the day-to-day operations
of the Center, as may be contemplated by Applicable Law, or as may be established by the
Management Committee. The Medical Director shall be responsible for the implementation of
the Company's Charity Care Policy. The Medical Director shall be invited to attend all meetings
of the Management Committee, except as otherwise directed by the Management Committee,
provided, however that (a) the Medical Director's presence shall not be required to conduct a
meeting of the Management Committee; and (b) the Medical Director shall recuse himself or
herself from any deliberations or votes of the Management Committee concerning the evaluation
and/or compensation of the Medical Director.

7.08 Chairman.

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

7.09 President.

The President, if any, shall be the chief executive officer of the Company. He or she shall
~ see that all orders and resolutions of the Management Committee are carried into effect. In
general, the President shall perform all duties incident to the office of President and such other
duties as may from time to time be assigned to the President by the Management Committee.

7.10 Vice President.

The Vice President, if any, shall have such general responsibility as may be assigned to
him or her from time to time by the Management Committee or the President. At the request of
the President, or in case of the President's absence or inability to act, any Vice President
designated by the Management Committee or by the President shall perform the duties of the
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President, and when so acting shall have all the powers of and be subject to all the restrictions
upon the President.

7.11 Treasurer.

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

7.12  Secretary.

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

7.13 Other Assistants and Acting Officers.

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

ARTICLE VIII
MEDICAL STAFF

8.01 Medical Staff.

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

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

8.03 Staff Status; Privileges; Corrective Action.

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

8.04 Management Committee Exclusive Appointing Authority.

Anything to the contrary herein notwithstanding, the Management Committee shall have
the exclusive authority and responsibility to make appointments or reappointments to the
Medical Staff, after considering the recommendations and reports of the Medical Staff.

ARTICLE IX
ALLOCATION OF PROFIT AND LOSS AND DISTRIBUTIONS

9.01 Distributions.

(a) General Except as otherwise provided in Sections 9.01(b) and 9.06(¢),
distributions of cash or other assets of the Company shall be made in accordance with Section
9.01(a)(i) and at such times and in such amounts as the Management Committee may determine.
Distributions, other than tax distributions made in accordance with Section 9.01(b), Exempt
Status Matter Distributions made in accordance with Sections 9.01(c) and 9.06(¢), and
liquidating distributions that shall be made in accordance with Section 15.03, shall be made to
the Members and Economic Interest Owners in proportion to their Percentage Interests in the
Company.

)] Free Cash Flow Distributions. The Management Committee
shall cause a calculation of Free Cash Flow to be made for each calendar quarter by the thirtieth
(30) day after the end of each quarter. To the extent reasonably practicable in accordance with
generally accepted commercial standards, the Management Committee shall cause a distribution
of Free Cash Flow to be made to each Member, based on such calculation and on each Member's
Percentage Interest, within thirty (30) days after the quarterly calculation of Free Cash Flow. The
Management Committee may reserve as much of such quarterly distribution as may be
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reasonably required for working capital; to pay taxes, insurance, debt service or other costs or
expenses incident to the ownership or operation of the Company's business; for the replacement
or restoration of Company assets; and for other contingencies or emergencies.

(b) Tax Distributions. With respect to each fiscal year of the Company, or
part thereof, the Company shall distribute (the "Tax Distribution"), to the extent that it has cash
or other liquid investments, to each Member and Economic Interest Owner (who is a Member or
Economic Interest Owner as of the date of the distribution) an amount of cash equal to forty
percent (40%) of the net amount of Profit and Loss allocated to such Member or Economic
Interest Owner for such year under this Article IX, less any “Net Distributions™ to such Member
or Economic Interest Owner. In the event that the Company does not have cash or other liquid
assets available to make such distribution the Company is authorized to borrow the necessary
funds to make such distribution. The Tax Distribution required under this Section 9.01(b) shall
be made on or before the April 1st following the close of each fiscal year of the Company. “Net
Distributions” shall mean any distribution of cash or property to a Member or Economic Interest
Owner with respect to its Membership Interest or Economic Interest (i) made during the first
quarter of the subject fiscal year (but only if the Management Committee designates that such
distribution is allocable to that fiscal year) or (ii) made during the twelve month period ending on
April 1 after the close of the fiscal year (to the extent not designated for another fiscal year), but
shall not include any payment for services, any guaranteed monthly payment, any reimbursement
for expenses incurred by a Member on the Company’s behalf, and any payment in redemption of
a Member’s or Economic Interest Owner’s Membership Interest or Economic Interest. The Tax
Distributions shall be made without regard to the taxable or tax-exempt status of the Member or
Economic Interest Owner.

©) Authority to Withhold; Treatment of Withheld Tax. Notwithstanding
any other provision of this Agreement, each Member and Economic Interest Owner hereby
authorizes the Company to withhold and to pay over or otherwise, to pay any withholding or
other taxes payable by the Company (pursuant to the Code or any provision of United States
federal, state or local or foreign law) with respect to such Member or Economic Interest Owner
or as a result of such Member’s or Economic Interest Owner's participation in the Company; and
if and to the extent that the Company shall be required to withhold or pay any such withholding
or other taxes, such Member or Economic Interest Owner shall be deemed for all purposes of this
Agreement to have received a payment from the Company as of the time such withholding or
other tax is required to be paid, which payment shall be deemed to be a distribution with respect
to such Member's or Economic Interest Owner's Interest in the Company. To the extent that the
aggregate amount of such payments to a Member or Economic Interest Owner for any fiscal year
exceeds the amount of distributions that such Member or Economic Interest Owner would have
received for such fiscal year, the Company shall notify such Member or Economic Interest
Owner as to the amount of such excess and such Member or Economic Interest Owner shall
make a prompt payment to the Company of such amount by wire transfer. The Company shall
promptly notify each Member or Economic Interest Owner of any withholding or other taxes
payable by thé Company with respect to such Member or Economic Interest Owner and, upon
the request of such Member or Economic Interest Owner, shall use reasonable efforts to assist
such Member or Economic Interest Owner to secure any available tax refunds, credits or
exemptions (including exemptions from withholding) with respect to such withholding taxes.
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9.02 Allocation of Profit and Loss.

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

9.03 Regulatory Allocations.

(@ Qualified Income Offset. No Member or Economic Interest Owner shall
be allocated Loss or deductions if the allocation causes the Member or the Economic Interest
Owner to have an Adjusted Capital Account Deficit, after the allocation of all Profit and gains. If
a Member or an Economic Interest Owner receives (i) an allocation of Loss or deduction (or item
thereof) or (ii) any distribution, that causes the Member or the Economic Interest Owner to have
an Adjusted Capital Account Deficit at the end of any taxable year, then all items of income and
gain of the Company (consisting of a pro rata portion of each item of Company income,
including gross income and gain) for that taxable year shall be allocated to that Member or
Economic Interest Owner, before any other allocation is made of Company items for that taxable
year, in the amount and in proportions required to eliminate the excess as quickly as possible.
This Section 9.03(a) is intended to comply with, and shall be interpreted consistently with the
"qualified income offset” provisions of the Regulations promulgated under Code Section 704(b).
Any special allocations of items of Profit or Loss pursuant to this Section 9.03(a) shall be taken
into account in computing subsequent allocations of Profit and Loss pursuant to this Agreement,
so that the net amount of any items so allocated and the Profit, Loss, and other items allocated to
each Member and Economic Interest Owner shall, to the extent possible, be equal to the net
amount that would have been allocated to each such Member or Economic Interest Owner
pursuant to this Agreement if such special allocation had not occurred.

(b) Minimum Gain Chargeback. Except as set forth in Regulation Sections
1.704-2(£)(2), (3) and (4), if during any taxable year, there is a net decrease in Minimum Gain,
each Member and Economic Interest Owner, prior to any other allocation pursuant to this Article
IX, shall be specially allocated items of gross income and gain for such taxable year (and if
necessary, subsequent taxable years) in an amount equal to that Member's or Economic Interest
Owner's share of the net decrease of Minimum Gain, computed in accordance with Regulation
Section 1.704-2(g). Allocations of gross income and gain pursuant to this Section shall be made
first from gain recognized from the disposition of Company assets subject to nonrecourse
liabilities (within the meaning of the Regulations promulgated under Code Section 752), to the
extent of the Minimum Gain attributable to those assets, and thereafter, from a pro rata portion
of the Company's other items of income and gain for the taxable year. It is the intent of the
parties hereto that any allocation pursuant to this Section 9.03(b) shall constitute a "'minimum
gain chargeback" under Regulation Section 1.704-2(f). '

© Member Nonrecourse Debt Minimum Gain. Except as set forth in
Regulation Section 1.704-2(i)(4), if during any taxable year, there is a net decrease in Member
Nonrecourse Debt Minimum Gain, each Member and Economic Interest Owner, prior to any
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other allocation pursuant to this Article IX, shall be specially allocated items of gross income and
gain for such taxable year (and if necessary, subsequent taxable years) in an amount equal to that
Member's or Economic Interest Owner's share of the net decrease of Member Nonrecourse Debt
Minimum Gain. computed in accordance with Regulation Section 1.704-2(i)(5). Allocations of
gross income and gain pursuant to this Section shall be made first from gain recognized from the
disposition of Company assets subject to nonrecourse liabilities (within the meaning of
Regulation Section 1.704-2(b)(4)), to the extent of the Member Nonrecourse Debt Minimum
Gain attributable to those assets, and thereafter, from a pro rata portion of the Company's other
items of income and gain for the taxable year. It is the intent of the parties hereto that any
allocation pursuant to this Section 9.03(c) shall constitute a "chargeback of partner nonrecourse
debt minimum gain" under Regulation Section 1.704-2(i)(4).

(d) Code Section 754 Adjustments. To the extent an adjustment to the tax
basis of any Company asset pursuant to Code Section 734(b) or Code Section 743(b) is required,
pursuant to Regulation Section 1.704-1(b)(2)(iv)(m), to be taken into account in determining
Capital Accounts, the amount of the adjustment to the Capital Accounts shall be treated as an
item of gain (if the adjustment increases the basis of the asset) or loss (if the adjustment
decreases basis), and the gain or loss shall be specially allocated to the Members and the
- Economic Interest Owners in a manner consistent with the manner in which their Capital
Accounts are required to be adjusted pursuant to that Section of the Regulations.

(e) Nonrecourse Deductions. Nonrecourse Deductions for a taxable year or
other period shall be specially allocated among the Members and the Economic Interest Owners
in proportion to their Percentage Interests.

® Member Nonrecourse Deductions. Any Member Nonrecourse
Deduction for any taxable year or other period shall be specially allocated to the Member or the
Economic Interest Owner who bears the risk of loss with respect to the loan to which the
Member Nonrecourse Deduction is attributable in accordance with Regulation Section 1.704-

2(30).

(2) Fractions Rule Adjustment. Notwithstanding anything to the contrary in
this Agreement, the Company shall (i) make allocations of Profit (or any item thereof) to the
Class B Members only to the extent that the Class B Members have actually received a
distribution under Section 9.01 attributable to such Profit, and (ii) make such special, curative,
and/or offsetting allocations of Profit or Net Loss (or any item thereof) to the extent necessary to
cause the allocations of Company income, gain, loss, and deduction to meet the requirements of
Code Section 514(c)(9)(E) and the Treasury Regulations thereunder; provided, however, in the
event any such allocation made under this subsection (g) would reduce the amounts distributable
to any Member under this Agreement, the parties shall in good faith negotiate an amendment to
the allocation provisions of this Agreement such that no such reduction occurs (unless the Class
B Members waive such right with respect to a reduction in any amount distributable to it).

(h) UBTI Limitation. Notwithstanding anything to the contrary in this
Agreement, the Company shall make such special, curative, and/or offsetting allocations of
Profit or Loss (or any item thereof) to the extent necessary and to the extent supported by advice
of tax counsel, to cause any amounts otherwise allocable to the Class B Members that would

27

00049



constitute unrelated business taxable income to instead be allocated to the other Members;
provided, however, in the event any such allocation made under this subsection (h) would reduce
the amounts distributable to any Member under this Agreement, the parties shall in good faith
negotiate an amendment to the allocation provisions of this Agreement such that no such
reduction occurs (unless the Class B Members waive such right with respect to a reduction in any
amount distributable to it). :

9.04 Contributed Property and Book-ups.

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

9.05 General,

(@ Distributions of Property. If any assets of the Company are distributed
in kind to any Member or Economic Interest Owner, those assets shall be valued on the basis of
their Agreed Value, and any Member or any Economic Interest Owner entitled to any interest in
those assets shall receive that interest as a tenant-in-common with all other Members and
Economic Interest Owners so entitled. The Profit or Loss for each distributed asset shall be
determined as if the asset had been sold at its Agreed Value, and the Profit or Loss shall be
allocated as provided in Section 9.02 and shall be properly credited or charged to the Capital
Accounts of the Members and the Economic Interest Owners prior to the distribution of the
assets.

(b) Members of Record for Allocations. All Profit and Loss shall be
allocated to the Persons shown on the records of the Company to have been Members or
Economic Interest Owners during the year, as of the last day of the taxable year for which the
allocation is to be made. Notwithstanding the foregoing, unless the Company elects to separate
its taxable year into segments, if there is a Transfer or an Involuntary or Voluntary Withdrawal
during the taxable year, the Profit and Loss shall be allocated between the original Member or
Economic Interest Owner and his or her successor or, in the case of a Transfer to the Company
or a Voluntary Withdrawal, among the remaining Members and Economic Interest Owners, on
the basis of the number of days each was a Member or an Economic Interest Owner during the
taxable year. However, the Company's taxable year shall be segregated into two or more
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segments in order to account for Profit, Loss, or proceeds attributable to any extraordinary non-
recurring items of the Company. :

(c) Members of Record for Distributions. All pro rata distributions shall
be made to the Persons shown on the records of the Company to be Members or Economic
Interest Owners as of the day of the distribution. :

(d Guaranteed Payments. To the extent any compensation for goods or
services, that is paid to a Member or an Economic Interest Owner by the Company, is
determined by the Internal Revenue Service not to be a guaranteed payment under Code Section
707(c) or is not paid to the Member or the Economic Interest Owner other than in the Person's
capacity as a Member or an Economic Interest Owner within the meaning of Code Section
707(a), the Member or the Economic Interest Owner shall be specially allocated gross income of
the Company in an amount equal to the amount of that compensation, and the Member or the
Economic Interest Owner's Capital Account shall be adjusted to reflect the payment of that
compensation. ‘

(e Amendment of Regulatory Allocations. The Management Committee is
hereby authorized, upon the advice of the Company's tax counsel, to amend this Article IX to
comply with the Code and the Regulations promulgated under Code Section 704(b). However,
no amendment shall materially affect distributions to a Member or an Economic Interest Owner
without the Member's or Economic Interest Owner's prior written consent.

9.06 Exempt Status Matter Special Allocations and Distributions.

(a) In the event with respect to any taxable year of the Company, an Exempt
Status Matter Action is taken, then, upon seven (7) days prior written notice by a Class A
‘Member, the Class B Members shall meet with the Class A Members within thirty (30) days.
after the close of such taxable year to determine whether such Exempt Status Matter Action(s)
have had a negative impact on the Profit of the Company for such taxable year, and/or are likely
to have a negative impact on the Profit of the Company in subsequent taxable years, that would
have otherwise have been realized had such Exempt Status Matter Action(s) not been taken. The
failure of Class A Members to give notice of such a meeting within thirty (30) days of the end of
a taxable year shall constitute an irrevocable waiver of the rights of Class A Members to claim
an Exempt Status Matter Special Allocation pursuant to this Section 9.06 for such taxable year,
except with respect to an Exempt Status Matter Action taken in a prior taxable year with respect
to which the Class B Members and the Class A Members, or the Company's independent
auditors, determined in accordance with this Section 9.06, was likely to have a negative impact
on the Profit of the Company in succeeding taxable years (a "Qualifying Prior Year Exempt
Status Matter Action").

(b) In the event that the Class B Members and the Class A Members
determine, after the meeting referred to in Section 9.06(a), that any Exempt Status Matter
Action(s) taken during the taxable year, or Qualifying Prior Year Exempt Status Matter Action,
did not have an adverse effect on the Profit of the Company for such taxable year, then there
shall be no Exempt Status Matter Special Allocation to Class A or C Members for such taxable
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year. In the event that the Class B Members and the Class A Members determine that there has
been an adverse impact on the Profit of the Company for said taxable year (or in the event that
the parties are unable to reach agreement as to whether there was an adverse impact on such
Profit), the Managers of the Company shall instruct the Company's independent auditors to
review the specifics of the Exempt Status Matter Action(s) that occurred during such taxable
year, and any Qualifying Prior Year Exempt Status Matter Action, and to render a report, within
thirty days after being retained, which will outline in reasonably sufficient detail, the economic
impact, or lack thereof, that the Exempt Status Matter Action(s), and any Qualifying Prior Year
Exempt Status Matter Action, had on the Company's Profit for such taxable year and/or will
likely have on the Company's Profit in succeeding years ("Special Report"). The Special Report
will be finalized in all events prior to filing the tax return for the fiscal year in question. -

For purposes of determining whether and to what extent there has been or will be
an impact on the Company's Profit, and of preparing said report; (i) the value of additional free
or partial pay care required as part of an Exempt Status Matter Action shall be determined on a
fee equivalent basis using Medicare rates; (ii) the cost of additional free health educational
programs and seminars required as part of an Exempt Status Matter Action shall include only
those additional out-of-pocket costs and expenses attributable to the publicity for or operation of
such programs and seminars, and shall not include an allocation of the Center's overhead or
personnel costs; (iii) opportunity costs (including lost profits) of non-clinical activities approved
by the Management Committee but which have been limited or eliminated as a result of an
Exempt Status Matter Action; and (iv) opportunity costs (other than as provided in clause (i) or
(iii) above) and consequential and other special damages shall not be included. Each Member
shall have ten (10) days after receipt of the auditors' report, to object in writing to such report.
Such objection shall state in reasonable detail the basis for the Member's objection to the
auditors' report. A failure to object within such ten (10) days will render the auditors' conclusions
final and non-appealable for purposes of the special allocation set forth in this Section 9.06. If a
Member objects to such report within said ten-day period, the Company's independent auditors
shall have one week to rule on such objection and issue their final report, which report shall be
conclusive and binding on the parties.

(c) - Notwithstanding the provisions of Sections 9.01 and 9.02, for each
taxable year of the Company in which the Members determine, or it is otherwise determined
pursuant the provisions of Section 9.06(b), that an Exempt Status Matter Action has had a
negative impact on the Profit of the Company, the Class A and C Members shall each receive,
after giving effect to the special allocations set forth in Section 9.03, a special allocation of Profit
as described in Section 9.06(d) equal to the Exempt Status Matter Special Allocation Amount (as
defined below), and a corresponding amount of cash as described in Section 9.06(e) equal to the
Exempt Status Matter Distribution (as defined below).

(¢)) The Exempt Status Matter Special Allocation Amount for the Class A
and C Members shall be, for each taxable year, the product of (i) Class A or C Member's
respective Percentage Interest for such taxable year, multiplied by (ii) the difference, if positive,
of (A) the allocable Profit of the Company for such taxable year determined by the Company's
independent auditors as though the Exempt Status Matter Action(s) were never taken (the
"Estimated Allocable Net Profit") minus (B) the actual allocable Profit of the Company for such
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taxable year. If Class A or C Member's Exempt Status Matter Special Allocation Amount that
has accrued for any taxable year of the Company exceeds the Company's total Profit for such
taxable year, the difference between such Exempt Status Matter Special Allocation Amount and
the Company's total Profit for such taxable year (the "Profit Shortfall") shall be carried forward
to successive taxable years and shall be allocated to Class A and C Members pursuant to the
formula set forth in the first sentence of this Section 9.06(d) until such time that the Profit
Shortfall is reduced to zero (i.e.,, until the Class A and C Members have received a special
allocation of Profit that cumulatively totals the aggregate of the Exempt Matter Special
Allocation Amounts accrued to Class A and C Members for all taxable years of the Company).

(e) The Company shall make a distribution to the Class A and C Members
(each an "Exempt Status Matter Distribution") equal to each Member's Exempt Status Matter
Special Allocation Amount, as further set forth in Section 9.06(d). The Company shall make the
Exempt Status Matter Distribution to the Class A and C Members, if applicable, within ninety
(90) days of the issuance of the final auditors' report described in Section 9.06(b), except to the
extent that the Company has insufficient cash to make such Exempt Status Matter Distributions
(each a "Cash Shortfall"). If the Company experiences a Cash Shortfall and a Class A or C
Member's Exempt Status Matter Special Allocation Amount exceeds the Exempt Status Matter
Distribution attributable to such Exempt Status Matter Special Allocation for any taxable year (a
"Member Distribution Shortfall"), the Company shall carry-forward the Member Distribution
Shortfall to the successive taxable year (or taxable years, if necessary) and make a distribution to
Class A and C Members of its Member Distribution Shortfall at such time or times that the
Company no longer has a Cash Shortfall.

ARTICLE X
BOOKS, RECORDS, ACCOUNTING AND TAX ELECTIONS

10.01 Bank Accounts.

All funds of the Company shall be deposited in a bank account or accounts maintained in
the Company's name. The Management Committee shall determine the institution or institutions
at which the accounts will be opened and maintained, the types of accounts, and the Persons who
will have authority with respect to the accounts and the funds therein.

10.02 Books and Records.

(a) The Management Committee shall keep or cause to be kept complete and
accurate books and records of the Company and supporting documentation of the transactions
with respect to the conduct of the Company's business. At a minimum, the Company shall keep
the following records:

) A current list of

(D the full name and last known address of each Member and
Economic Interest Owner, Member Representative and Manager;
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2 the amount of cash each Member and Economic Interest
Owner has contributed; .

3) a description and statement of the Agreed Value of the
other property each Member and Economic Interest Owner has contributed or has agreed to
contribute in the future; and

€)) the date on which each became a Member and Economic
Interest Owner.

(i) A copy of the Articles of Organization of the Company and all
amendments thereto, together with executed copies of any powers of attorney pursuant to which
any amendment has been executed;

(iii) Copies of the Company's federal, state, and local income tax
returns and reports (including information returns), if any, for the three most recent years;

@iv) Copies of the Company's currently effective Operating
Agreement;

V) Copies of the Company's financial statements for the three most
recent years;

(vi) Minutes of every meeting of the Members;

(vil)  Any written consents obtained from the Members for actions
taken by the Members without a meeting;

(viii) A copy of the Company's Charity Care Policy; and

(ix) Copies of the quarterly reports of charity care provided by the
Company and the charitable initiatives implemented or to be implemented by the Company
(subject to any reasonable record retention policy adopted by the Management Committee).

(b) The books and records shall be maintained in accordance with sound
accounting practices and shall be available at the Company's principal office for examination by
any Member, or any former Member (but only those books and records pertaining to the period
in which he or she was a Member), or the Member's duly authorized representative at any and all
reasonable times during normal business hours.

(©) Each Member shall reimburse the Company for all costs and expenses

incurred by the Company in connection with the Member's inspection or copying of the
Company's books and records.
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(d) At the request of any Member, and at the requesting Member's expense,
the Management Committee shall cause an audit of the Company's books and records to be
prepared by independent accountants for the period requested by that Member.

10.03 Annual Accounting Period.

The annual accounting period and the fiscal year of the Company shall be its taxable
year. The Company's taxable year shall be the annual period ending on December 31.

10.04 Accounting.
The Company shall be an accrual basis taxpayer.

10.05 Returns and Other Elections.

The Management Committee shall: (a) cause the preparation and timely filing of all tax
returns required to be filed by the Company pursuant to the Code and all other tax returns
deemed necessary and required in each jurisdiction in which the Company does business; (b)
shall send a copy of Schedule K-1 or any successor or replacement form thereof to each Member
and Economic Interest Owner as soon as the same is filed; and (c) shall cause the Company to
file any other documents from time to time as may be required by any state or any subdivision
thereof. All tax elections may be made by the Management Committee in its sole discretion,
provided that the Management Committee shall make any tax election authorized by a vote of all
the Members. However, the Management Committee may not make an election for the Company
(i) to be excluded from the provisions of Subchapter K of the Code or (ii) to be treated as a
corporation for federal income tax purposes, without the written consent of the Members. The
determination by the Management Committee with respect to the treatment of any item or its
allocation for Federal, state or local tax purposes shall be binding so long as such determination
will not be inconsistent with any provision of this Agreement.

10.06 Tax Matters Partner

THOCC shall be and are designated the Tax Matters Partner (as defined in Code Section
6231) and is authorized and required (a) to represent the Company (at the Company's expense) in
connection with all examinations of the Company's affairs by tax authorities, including, without
limitation, administrative and judicial proceedings; (b) to expend Company funds for
professional services and costs associated therewith; and (c) to keep all Members informed of all
notices from government taxing authorities that may come to the attention of the Tax Matters
Partner; provided, however, that: (i) upon written request by a Class A Member, a Class A
Member and/or its representative may attend any particular examination or administrative or
judicial proceeding; and (ii) Class B Members shall not settle any tax examination or
administrative or judicial proceeding without the prior written consent of Class A Member if
such settlement will be likely to have an adverse economic impact on Class A Member. The
Members agree to cooperate with each other and to do or refrain from doing any and all things
reasonably required to conduct such proceedings. The Company shall indemnify and save
harmless the Tax Matters Partner from and against any loss, damage, liability or expense
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incurred or sustained by it by reason of any act performed by it, or any failure by it to act, as the
Tax Matters Partner, provided that any such act or failure to act shall not result from its willful
misconduct, gross negligence or fraud.

10.07 Title to Company Propertv._

Except as provided in this Section, all real and personal property acquired by the
Company shall be acquired and held by the Company in its name. The Management Committee
may direct that legal title to all or any portion of the Company's property be acquired or held in a
name other than the Company's name. Without limiting the foregoing, the Management
Committee may cause title to be acquired and held in the names of trustees, nominees, or straw
parties for the Company. It is expressly understood and agreed that the manner of holding title to
the Company's property (or any part thereof) is solely for the convenience of the Company and
all property shall be treated as Company property.

ARTICLE XI
ASSIGNMENTS

11.01 Transfers.

Except as otherwise provided in this Agreement, no Member may Transfer all, or any
portion of, or any interest or rights in, its Membership Interest or Economic Interest, and no
Economic Interest Owner may Transfer all, or any portion of, or any interest or rights in, its
Economic Interest, including the assignment of the right to receive distributions. An Involuntary
Withdrawal shall be governed by Article XIV of this Agreement.

11.02 Transfers to Affiliates.

Notwithstanding Section 11.01, a Member may transfer, without recourse, all of its
Membership Interest to an Affiliate of the transferor provided such Affiliate otherwise can
comply with the terms of this Agreement. If the Member transfers its Membership Interest
hereunder, the transferee shall be admitted as an additional or substitute Member upon such
Affiliate's written acceptance and adoption of all of the terms and provisions of this Agreement.

11.03 Transfers to Third Parties.

(a) Notwithstanding Section 11.01, after the expiration of three (3) years from
the date that medical procedures are first performed at the Center, a Member or Economic
Interest Owner (the "Transferor") may Transfer to a transferee (the "Transferee") all (but not less
than all) of its Membership Interest or Economic Interest (the "Transferred Interest") in the
Company upon receiving from the Transferor a bona fide, written, all-cash offer, if the following
conditions are, or have been, satisfied:

6)) The Transferee delivers to the Company a written instrument, in a
form reasonably satisfactory to Company's counsel, agreeing to be bound by the terms of this
Agreement;
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(ii) The Transfer will not result in the termination of the Company
pursuant to Code Section 708;

(iii) The Transfer will not require registration of the Transferred
Interest under any federal or state securities laws;

@iv) The Transferor or the Transferee delivers the following
information to the Company: (A) the Transferee's taxpayer identification number and (B) the
Transferee's initial tax basis in the Transferred Interest; and

§%) The Transferor complies with the provisions set forth in Section
11.04 (relating to the Right of First Offer) and in Section 11.05 (relating to Tag- Along Rights).

_ (b) If a Member transfers only its Economic Interest hereunder, the Transferee
shall succeed to the Transferor's rights in the Transferred Interest, including the right to receive
distributions,. except that the Transferee shall not become a Member, and shall not be entitled to
vote on any matter coming before the Members, unless the Members unanimously approve the
admission of the Transferee as a substitute Member.

11.04 Right of First Offer.

Except with respect to any Transfer completed in accordance with Section 11.02, if
Transferor desires to Transfer all (and not less than all) of the Transferor's Membership Interest
or economic Interest (the "Interest to be Transferred"), the Transferor shall notify the Company
and each Member of that desire (the "Transfer Notice"). The Transfer Notice shall describe the
Interest to be Transferred, the proposed Transferee, the cash to be paid for the Interest to be
Transferred, and all other material terms of the Transfer. The Company and the non-transferring
Members shall have the option (the "Purchase Option") to purchase the Interest to be Transferred
for the Purchase Price and on the Payment Terms as set forth herein. Upon the delivery of the
first Transfer Notice, the Transferor shall be and remain obligated to sell the Interest to be
Transferred under this Section 11.04 until the end of the Member Transfer Period as described
herein.

(@) Purchaser. The Interest to be Transferred shall be purchased by the
Company, if the Members, other than the Transferor, unanimously consent to the purchase of the
Interest to be Transferred by the Company. Otherwise, the Members, other than the Transferor,
shall have the right to purchase the Interest to be Transferred. In the event that more than one
Member elects to purchase the Interest to be Transferred, each Member shall have the right to
purchase the Interest to be Transferred in the same proportion as that Member's Percentage
Interest bears to the total Percentage Interest of all Members who have elected to purchase the
Interest to be Transferred; provided, however. that if any Member declines to purchase a portion .
of the Interest to be Transferred, the remaining Members may purchase such portion.

(b) Manner of Election. The Company may elect to exercise the Purchase
Option at any time prior to the thirtieth (30th) calendar day following its receipt of the Transfer
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Notice (the "Company Transfer Period”), by giving written notice of its election to the
Transferor. If the Company does not elect to exercise the Purchase Option within the Company
Transfer Period, the Transferor shall provide written notice to each non-transferring Member of
such failure. The non-transferring Members shall then have the right to elect to exercise the
Purchase Option by giving written notice of such election to the Transferor, at any time prior to
the thirtieth (30th) calendar day following the day the last notice of the Company's failure to
exercise the Purchase Option was given to a non-transferring Member hereunder (the "Member
Transfer Period"). The Company or the Members may elect to purchase all but not less than all
of the Interest to be Transferred.

(©) Transfer Closing Date. If the Company or a Member elects to exercise
the Purchase Option, the Company's or the Member's notice of its election shall fix a closing date
(the "Transfer Closing Date") for the purchase, which shall not be earlier than five (5) calendar
days, nor more than thirty (30) calendar days, after the expiration of the Company Transfer
- Period or the Member Transfer Period, as the case may be. The Transferor shall be obligated to
transfer on the Transfer Closing Date the Interest to be Transferred by the Company or the
Member.

(d Purchase Price. The Company and the Members shall have the right to
purchase the Interest to be Transferred at the price set forth in the Transfer Notice.

(e) Payment Terms. In the event that the Company or a Member (the
"Purchaser") exercises its right to purchase the Interest to be Transferred, the Purchaser may
elect to pay the purchase price on the Transfer Closing Date (i) in cash; (ii) in five equal annual
installments, with the first to be paid on the Transfer Closing Date, together with interest
calculated at a minimum rate per annum at which no interest will be imputed for federal income
tax ‘purposes; or (iii) on any other terms mutually agreed to by the Transferor and the Purchaser.

® Closing, On the Transfer Closing Date, the Transferor shall convey and
assign to the Purchaser, by assignment with warranty of title, free and clear of all liens, claims,
and encumbrances arising through the assignor, the Interest to be Transferred (or if there is more
than one Purchaser, the portion purchased by that Purchaser) and shall execute and deliver to the
Purchaser all documents that are reasonably required by the Purchaser to give effect to the sale
and acquisition of the Interest to be Transferred, provided that the Transferor may retain a
security interest in the Interest to be Transferred if the Purchaser elects to pay the Purchase Price
as set forth in Section 11.04(e)(ii) above. The Transferor and the Purchaser shall take such other
actions and execute such other documents as may be necessary or appropriate to give effect to
any transaction contemplated by this Section.

(2 No Election. If the Company or the Members fail to exercise the Purchase
Option, the Transferor shall be permitted to transfer the Interest to be Transferred to the proposed
Transferee at the price and on the other terms set forth in the Transfer Notice for a petiod of
ninety (90) days (the "Free Transfer Period") after the expiration of the Member Transfer Period.
If the Transferor does not Transfer the Interest to be Transferred within the Free Transfer Period,
the Transferor's right to Transfer the Interest to be Transferred pursuant to this Section shall
cease and terminate. Any Transfer of the Interest to be Transferred made after the last day of the
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Free Transfer Period without strict compliance with the terms, provisions, and conditions of this
Section 11.04 and the other terms, provisions, and conditions of this Agreement, shall be null,
void, and of no force or effect.

11.05 Tag-Along Rights.

€)] Except with respect to any Transfer completed in accordance with Section
11.02 or Section 11.04, each Member agrees that it shall not Transfer its Membership Interest or
Economic Interest (the "Interest to be Transferred") unless the terms and conditions of such
Transfer shall include an offer by the proposed transferee (the "Third Party") to purchase the
Membership Interest or Economic Interest, as applicable, of the other Member ("Tag-Along
Member"), at such Tag-Along Member's option and at the same price and on the same terms and
conditions as apply to the selling Member (for purposes of this Section 11.05, the "Selling
Member").

(b) The Selling Member shall notify the Company and the Tag-Along
Member of any proposed Transfer to which the provisions of this Section 11.05 apply. Each such
notice shall set forth: (i) the name of the Third Party; (ii) the address of the Third Party; (iii) the
proposed amount and form of consideration and terms and conditions of payment offered by the
Third Party, and any other material terms pertaining to the Transfer (the "Third Party Terms");
and (iv) that the Third Party has been informed of the "Tag-Along Rights" provided for in this
Section 11.05 and has agreed to purchase the Tag-Along Member's Membership Interest or
Economic Interest in accordance with the terms hereof.

(©) The Tag-Along Rights set forth above in this Section 11.05 may be
exercised by the Tag-Along Member by delivery of a written notice to the Company and the
-Selling Member (the "Tag-Along Notice") within ten (10) business days following receipt of the
«notice specified in the preceding paragraph. The Tag-Along Notice shall state that the Tag-Along
Member wishes to be included in the Transfer to the Third Party.

(d) - Upon the giving of a Tag-Along Notice, the Tag-Along Member shall be
entitled and obligated to sell its Membership Interest or Economic Interest, as applicable, to the
Third Party on the Third Party Terms. After expiration of the ten (10) business day period
referred to in Section 11.05(c) above, if the provisions of this Section have been complied with
in all material respects, the Selling Member shall have the right for a one hundred twenty (120)
day period (the "Tag-Along Free Period") to Transfer its Interest to be Transferred to the Third
Party on the Third Party Terms (or on other terms no more favorable to the Selling Member)
without further notice to the Tag-Along Member who have not given a Tag-Along Notice, buit
after such Tag-Along Free Period no such Transfer may be made without again giving notice to
all Tag-Along Members of the proposed Transfer and complying with the requirements of this
Section 11.05. Any Transfer of the Interest to be Transferred made after the last day of the Tag-
Along Free Period without strict compliance with the terms, provisions, and conditions of this
Section 11.05 and the other terms, provisions, and conditions of this Agreement, shall be null,
void, and of no force or effect.
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(e) At the closing of the Transfer to any Third Party (of which the Selling
Member shall give the Tag-Along Member who has elected to exercise the Tag-Along Right
provided by this Section 11.05 at least ten (10) Business Days' prior written notice), the Third
Party shall remit to each Member the consideration for the total sales price of the Membership
Interest or Economic Interest of such Member sold pursuant thereto, upon compliance by such
Member with any conditions to closing generally applicable to the Selling Member and the Tag-
Along Member selling its Membership Interest or Economic Interest in the transaction.

11.06 Reasonableness of Restrictions.

Each Member hereby acknowledges the reasonableness of the restrictions contained in
this Article in view of the purposes of the Company, the tax-exempt status of the Class B
- Members and the relationship of the Members. The Transfer of any Membership Interest or
Economic Interest in violation of the restrictions contained in this Article shall be deemed
invalid, null and void, and of no force or effect. Any Person to whom a Membership Interest or
Economic Interest, or any portion thereof, is attempted to be transferred in violation of this
Article shall not be entitled to vote on matters coming before the Members, participate in the
management of the Company, act as an agent of the Company, receive distributions from the
Company or have any other rights in or with respect to the Membership Interest or Economic
Interest, or portion thereof.

ARTICLE XII
PUT/CALL OPTIONS

12.01 General.

Within ninety (90) days of the occurrence of a Put Event or a Call Event, the Class A
Members (for a Put Event) or the Class B Members (for a Call Event) may trigger their
respective rights for the Class B Members to acquire all, but not less than all, of the Class A
Members' Membership Interest by giving the Put/Call Notice (as defined below). Upon receipt
of the Put/Call Notice, the Class A Members shall be obligated to sell their Membership Interest
to the Class B Members for the Put/Call Value (as determined pursuant to Section 12.04 below).
Notwithstanding the foregoing, other than with respect to a Change in Control, the Class B
Members' right to buy the Class A Members' Membership Interest as set forth in this Article XII
shall not be exercisable until (i) one year after the commencement of medical procedures at the
Center and (ii) ninety (90) days after the either the Class A or B Members have provided their
Put/Call Notice to the other Members, during which time the Class A and B Members shall make
a reasonable best effort to come to an amicable settlement of their differences or the amicable
sale of either or both parties” Membership Interest.

12.02 Put/Call Notice.

The Put/Call Notice shall (a) be in writing signed by either the Class A or B Members, as
applicable; (b) include the closing date (the “Closing Date™) for such purchase, which Closing
Date shall be no fewer than ninety (90) calendar days after the date of the other Members' receipt
of the Put/Call Notice; (c) include the Deposit required pursuant to Section 12.05 below if a Call
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Event; (d) include the terms and conditions of the offer in accordance with this Article (other
than the purchase price, which shall be the Put/Call Value determined pursuant to Section 12.04
below); and (e) include adjustments to be made to the purchase price on the Closing Date, if any.

12.03 Pavment Terms.

The Class B Members may elect to pay the Put/Call Value on the Closing Date (i) in
cash; (ii) in twenty equal quarterly installments, with the first to be paid on the Closing Date,
together with interest at a fixed annual rate equal to the Prime Rate in effect as of the Put/Call
Notice plus one percent (1%); or (iii) on any other terms mutually agreed to by the Class A and
B Members.

12.04 Put/Call Value.

The term Put/Call Value means the appraised fair market value of the Class A Members'
Membership Interest in the Company as hereinafter provided. The Class A and B Members shall
each appoint, by written notice to the other within thirty (30) days after the Put/Call Notice, an
appraiser to determine the fair market value of the Class A Members' Membership Interest
(without any discount for lack of voting rights, marketability or control) being sold as of the last
day of the month immediately preceding the month in which the Put/Call Notice was delivered.
If the two appraisers agree upon the value of the Class A Members' Membership Interest, they
shall jointly render a single written report stating that value. If the two appraisers cannot agree
upon the value of the Class A Members' Membership Interest, they shall each render a separate
written report and shall appoint a third appraiser within thirty (30) days of their appointment.
The third appraiser shall determine the value of the Class A Members' Membership Interest
being sold and shall render a written report of his or her opinion thereon. The value contained in
the aforesaid joint written report or written report of the third appraiser, as the case may be, shall
be: the Put/Call Value. However, if the value of the Class A Members' Membership Interest
contained in the appraisal report of the third appraiser is more than the higher of the first two
appraisals, the higher of the first two appraisals shall be the Put/Call Value and if the value of the
Class Members' Membership Interest contained in the appraisal report of the third appraiser is
less than the lower of the first two appraisals, the lower of the first two appraisals shall be the
Put/Call Value. If either party fails to timely appoint an appraiser or either appraiser fails to
timely render a report, the value contained in the timely-rendered report of the timely-appointed
appraiser shall be the Put/Call Value and there shall be no need to appoint a third appraiser. Each
party shall pay the fees and costs of the appraiser appointed by that party, and the fees and other
costs of the third appraiser shall be shared equally by both parties.

Notwithstanding any provision in this Article XII to the contrary, in the event of a Call
Event, the Class B Members may, within ten (10) days of the final determination of the Put/Call
Value pursuant to this Section 12.04, elect to rescind its offer to purchase the Membership
Interest of the Class A Members without liability to the other (except the payment of its portion
of the costs of a third appraiser, if any, as provided in Section 12.04) and any deposit paid by the
Class B Members pursuant to Section 12.05 shall be returned to the Class B Members.
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12.05 Deposit.

In the event a Call Event, the Put/Call Notice shall be accompanied by a deposit in the
amount of one hundred thousand dollars ($100,000) (the “Deposit”), in the form of a certified or
cashier's check made payable to a nationally recognized title insurance company, as escrow agent
(the "Escrow Agent"). Concurrently with depositing a check or making the wire transfer, the
Class B Members shall provide to the. Escrow Agent a duly-completed IRS Form W-9 with the
Class B Members' respective employer identification number for the Escrow Agent's use in
depositing the check or federal funds in an interest-bearing account. The costs for the services of
the Escrow Agent shall be paid at Closing, one-half by each of the Class A and B Members.

12.06 Escrow Agreement.

By execution of this Agreement, the Class A and B Members agree that the Escrow
Agent shall hold the Deposit and any and all interest accrued thereon (collectively, also the
“Deposit”) in escrow and shall dispose of the Deposit only in accordance with the following
provisions:

(a) The Escrow Agent shall deliver the Deposit, or such portion thereof as is
required to be delivered hereunder, to the Class A Members or to the Class B Members, as:the
case may be, as follows:

@) to the Class A Members, or otherwise at the direction of the Class
A Members in accordance with their respective Percentage Interests, upon completion of the
Closing Date, in which case the Deposit shall be applied toward the Put/Call Value; or

(i) to the Class A Members, in accordance with their relative
Percentage Interests, after receipt of the Class A Members' demand in which the Class: A
Members certify that the Class B Members have defaulted under this Article, and the Class A
Members are thereby entitled to receive the Deposit; but the Escrow Agent shall not honor the
Class A Members' demand until more than ten (10) days after the Escrow Agent has transmitted
a copy of the Class A Members' demand to the Class B Members, nor thereafter if the Escrow
Agent receives a Notice of Objection (hereinafter defined) from the Class B Members within
such ten (10) day period; or

(iii)  to the Class B Members, after receipt of the Class B Members'
demand in which the Class B Members certify that the Class A Members have defaulted under
this Article, and the Class B Members are thereby entitled to receive the Deposit; but the Escrow
Agent shall not honor the Class B Members' demand until more than ten (10) days after the
Escrow Agent has transmitted a copy of the Class B Members' demand to the Class A Members,
nor thereafter if Escrow Agent receives a Notice of Objection (hereinafter defined) from the
Class A Members within such ten (10) day period; or

(iv)  to any party, at the direction of both the Class A and B Members.
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