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NATIONAL HEALTHCARE CORPORATION

April 13, 2016
VIA: Hand Delivery

Ms. Melanie Hill, Executive Director
State of Tennessee

Health Services & Development Agency
Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

RE: Ten (10) bed nursing home addition and renovation of NHC HealthCare,
Cookeville, an existing licensed 94 bed nursing home located in Putnam
County, owned by National HealthCare Corporation.

Dear Ms. Hill:

Enclosed please find the required check of $10,790.33 made payable to the Health
Services and Development Agency, to cover the filing fee for the referenced request.
The fee has been calculated based on the total project cost of $4,795,700/1,000 times
$2.25 which equals $10,790.33, but in no case shall the fee be less than $3,000.00 or
more than $45,000.00.

If you require any additional information or need clarification on any of the supplied
material, please do not hesitate to contact me at 615-890-2020.

Sincerely,

NATIONAL HEALTHCARE CORPORATION

Bruce K. Duncan
Assistant Vice President, Planning/Licensure & Authorized Representative for
National HealthCare Corporation

Enclosure

City Center ® 100 East Vine Street ® Murfreesboro, Tennessee 37130  (615) 890-2020



CERTIFICATE OF NEED APPLICATION

APPLICANT: NATIONAL HEALTH CORPORTATION

AUTHORIZED

REPRESENTATIVE: BRUCE K. DUNCAN
NATIONAL HEALTHCARE CORPORATION
100 VINE STREET, 12TH FLOOR
MURFREESBORO, TN 37130
615-890-2020

PROJECT: The Addition of 10 SNF Medicare Beds to the Existing 94
bed Nursing Home called, NHC HealthCare, Cookeville,
located in Putnam County, Tennessee.

Submitted to
the State of Tennessee
Health Services & Development Agency
500 James Robertson Parkway
Suite 760
Nashville, TN 37219

April 13, 2016




SECTION A:

1. Name of Facility, Agency, or Institution
NHC HealthCare, Cookeville
Name
815 South Walnut Ave Putnam
Street or Route County
Cookeville Tennessee 38501
City State Zip Code

2, Contact Person Available for Responses to Questions
Bruce K. Duncan Assistant Vice President
Name Title
National HealthCare Corporation bduncan@nhccare.com
Company Name Email address
100 Vine Street Murfreesboro TN 37130
Street or Route City State Zip Code
Employee 615-890-2020 615-890-0123
Association with Owner Phone Number Fax Number

3 Owner of the Facility, Agency or Institution

National Health Corporation 615-890-2020
Name Phone Number
100 Vine Street Rutherford
Street or Route County
Murfreesboro Tennessee 37130

City State Zip Code

4, Type of Ownership of Control (Check One)

A.  Sole Proprietorship F. Government (State of TN or
B. Partnership Political Subdivision)

C. Limited Partnership G.  Joint Venture

D. Corporation (For Profit) X H.  Limited Liability Company

E. Corporation (Not-for-Profit) L. Other (Specify)

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND REFERENCE THE
APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

National Healthcare, Cookeville is owned by National Health Corporation, a Tennessee Corporation qualified
to do business in the State of South Carolina. (See copy of attached Corporation Documents, Exhibit C.)
National Heaith Corporation (a wholly owned company of the National Health Corporation Employee Stock
Ownership Plan) ........ccovvoveniciieen 100%

Please see Attachment “Section A, Applicant Profile - 4 Type of Ownership or Control” located at the
end of the CON application on page 1 for a copy of the Articles of Organization, Certificate of
Existence, Organization Chart and Listing of Other Nursing Facilities owned by National Health
Corporation.
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Name of Management/Operating Entity (If Applicable)

Tennessee HealthCare Advisors, LLC

Name

100 Vine St., Suite 1400 Rutherford
Street or Route County
Murfreesboro TN 37130

City State Zip Code

PUT ALL ATTACHMENTS AT THE END OF THE APPLICATION IN ORDER AND REFERENCE THE
APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Please see Attachment “Section A, Applicant Profile - 5 Name of Management/Operating Entity”
located at the end of the CON application on page 26.

Legal Interest in the Site of the Institution (Check One)

A. Ownership X D. Optionto Lease *
B.  Option to Purchase E. Other (Specify)
C. Leaseof__ Years *Land Lease is included in the

building purchase price.

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND REFERENCE THE
APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Please see Attachment “Section A, Applicant Profile - 6 Legal Interest in the Site” located at the
end of the CON application on page 21.

Type of Institution (Check as appropriate--more than one response may apply)

A.  Hospital (Specify) I.  Nursing Home X
B. Ambulatory  Surgical  Treatment J.  Outpatient Diagnostic Center
Center (ASTC), Multi-Specialty K. Recuperation Center
C. ASTC, Single Specialty L. Rehabilitation Facility
D. Home Health Agency M. Residential Hospice
E. Hospice N. Non-Residential Methadone
F. Mental Health Hospital Facility
G. Mental Health Residential O. Birthing Center
Treatment Facility P. Other Outpatient Facility
H. Mental Retardation Institutional (Specify)
Habilitation Facility (|ICF/MR) Q. Other (Specify)

Purpose of Review (Check) as appropriate--more than one response may apply)

A. New Institution . G. Change in Bed Complement
B. Replacement/Existing Facility I [Please note the type of change by X
C. Modification/Existing Facility X underlining the appropriate
D. Initiation of Health Care Service as response: Increase, Decrease,
defined in TCA § 68-11-1607(4) Designation, Distribution,
(Specify) Conversion, Relocation]
E.  Discontinuance of OB Services H.  Change of Location -
F.  Acquisition of Equipment L Other (Specify)
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9.

Bed Complement Data

Please indicate current and proposed distribution and certification of facility beds.

Medical

Surgical

Long-Term Care Hospital

Obstetrical

ICU/CCU

Neonatal

Pediatric

Adult Psychiatric

Geriatric Psychiatric

Child/Adolescent Psychiatric
Rehabilitation

Nursing Facility (non-Medicaid Certified)
Nursing Facility Level 1 (Medicaid only)
Nursing Facility Level 2 (Medicare only)

Nursing Facility Level 2
(dually certified Medicaid/Medicare)

ICF/MR
Adult Chemical Dependency
Child and Adolescent Chemical Dependency

OCZErXe-—I@MmMOUO®>»

NPT

Swing Beds

Mental Health Residential Treatment
Residential Hospice

U TOTAL

4w

TOTAL
Current Beds Staffed Beds Beds at
Licensed CON Beds Proposed Completion
94 94 10 104
94 94 10 104

10. Medicare Provider Number 445110
Certification Type Nursing Home
1. Medicaid Provider Number 7440153 IC 0445110 _SNF
Certification Type Nursing Home
12. If this is a new facility, will certification be sought for Medicare and/or Medicaid?

N/A Center is not new.

National Health Corporation




13.

Identify all TennCare Managed Care Organizations/Behavioral Health Organizations (MCOs/BHOs)
operating in the proposed service area. Will this project involve the treatment of TennCare
participants?__Yes If the response to this item is yes, please identify all MCOs/BHOs with which
the applicant has contracted or plans to contract.

Discuss any out-of-network relationships in place with MCOs/BHOs in the area.
NHC HealthCare, Cookeville has contracts with the following:

Aetna Health Care

Blue Covzr TN

Blue Cross Blue Shield
Cariten

CCN Managed Care
ChampVA

Choice Care

Cigna Healthcare

CompPlus

Initial Group

John Deere

National Preferred Provider Network
Preferred Health Partnership
Signature Health Alliance
TriCare

United Health of TN

United Mine Workers Health & Retirement Funds
Vanderbilt Health Plans

Blue Advantage

Humana

Medicare Complete

Secure Horizon

Sterling Health Plan
Wellcare
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NOTE: Section B is intended to give the applicant an opportunity to describe the project and to discuss the
need that the applicant sees for the project. Section C addresses how the project relates to the
Certificate of Need criteria of Need, Economic Feasibility, and the Contribution to the Orderly
Development of Health Care. Discussions on how the application relates to the criteria
should not take place in this section unless otherwise specified.

SECTION B: PROJECT DESCRIPTION

Please answer all questions on 8 1/2” x 11" white paper, clearly typed and spaced, identified correctly and in
the correct sequence. In answering, please type the question and the response. All exhibits and tables must
be attached to the end of the application in correct sequence identifying the questions(s) to which they refer.
If a particular question does not apply to your project, indicate “Not Applicable (NA)" after that question.

L Provide a brief executive summary of the project not to exceed two pages. Topics to be
included in the executive summary are a brief description of proposed services and
equipment, ownership structure, service area, need, existing resources, project cost, funding,
financial feasibility and staffing.

Proposed Services & Equipment: The proposed project is for the addition of 10 new
Medicare certified nursing home beds to the existing 94
bed nursing home called NHC HealthCare, Cookeville,
located at 815 South Walnut Ave, Cookeville (Putnam Co.)
TN 38502.

Ownership Structure:  National Health Corporation (for Profit Corporation)
Service Area: Putnam County

Need: Based on the Skilled Bed Need methodology found in the Certificate of Need
Standards and Criteria, Nursing Home Services, there is a need for an additional 51
nursing home beds in Putnam County projected for 2018. Ten (10) new beds are being
requested as part of this CON which represents only 20 percent of the beds projected
to be needed in the Certificate of Need Standards and Criteria, Nursing Home Services
for 2018 in Putnam County. The 125 bed pool which is effective from July 1, 2015
through June 30, 2016 will be affected. There are currently 100 beds left in the pool as
of this filing.

Existing Resources: The existing site and building located at, 815 South Walnut Ave,
Cookeville, TN, will be used for the proposed project. NHC has extensive
operating experience in the Cookeville area, specifically in Putnam
County, Tennessee since becoming licensed in 1975. NHC will use its
resources and experience in the area to help staff and attract patients.

Project Cost: $4,806,490

Funding: The project will be funded along with working capital, from NHC’s cash on hand.

Financial Feasibility: The Projected Data Chart demonstrates the project is financially
feasible in year one with positive net operating income less capital

expenditures.

Staffing: 4.59 Direct Hours of Nursing per day (Year 1)*
4.13 Direct Hours of Nursing per day (Year 2)*

*Nursing hours for the bed addition and additional staff which does not include the existing nursing
staff what will see the patients. For example, our Direct Hours of Nursing is currently greater than 8
hours PPD.
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1. Provide a detailed narrative of the project by addressing the following items as they relate to
the proposal.

A.

Describe the construction, modification and/or renovation of the facility (exclusive of
major medical equipment covered by T.C.A. § 68-11-1601 et seq.) including square
footage, major operational areas, room configuration, etc. Applicants with hospital
projects (construction cost in excess of $5 million) and other facility projects
(construction cost in excess of $2 million) should complete the Square Footage and
Cost per Square Footage Chart. Utilizing the attached Chart, applicants with hospital
projects should complete Parts A.-E. by identifying as applicable nursing units,
ancillary areas, and support areas affected by this project. Provide the location of the
unit/service within the existing facility along with current square footage, where, if
any, the unit/service will relocate temporarily during construction and renovation, and
then the location of the unit/service with proposed square footage. The total cost per
square foot should provide a breakout between new construction and renovation cost
per square foot. Other facility projects need only complete Parts B.-E. Please also
discuss and justify the cost per square foot for this project.

If the project involves none of the above, describe the development of the proposal.

National Health Corporation (“NHC") is applying for a Certificate of Need ("CON") to add an
ten (10) bed addition to an existing 94 bed nursing home located at 815 South Walnut Ave in
Cookeville, Tennessee.

NHC HealthCare, Cookeville was originally constructed in 1975 and has a gross building
area of approximately 29,286 sq. ft. Consequently, the building was constructed 41 years
ago.

The proposed project involves the addition and new construction of ten (10) new private
rooms to provide skilled nursing care. The project includes the renovation and construction
of a total of 22 private rooms, the ten (10) new beds previously mentioned and 12 existing
patient rooms being converted from semi-private to private rooms. Other renovations include
work to be done in the kitchen, dish room and the addition of a two story office/storeroom
building. Currently the center has no private rooms. Once the project is complete, the center
will have a total of 34 private rooms, with a net increase of ten (10) beds, housed in a center
with a total of 104 licensed beds.

NHC HealthCare, Cookeville is a skilled nursing facility with 94 beds complemented by
PT/OT/and Speech Rehabilitation space offering state of the art equipment and therapies.
The proposed addition will also add 2,000 sq. ft. of therapy space to the center to bring the
center more in line with the needs of today’s skilled nursing patients.

NHC HealthCare, Cookeville should be granted the proposed CON for the following reasons:
NHC has a long history of providing quality long term care services in Putnam County. The
additional beds will help local residents in need of skilled/rehab services to receive those
services in their center of choice. The proposed project is financial feasible (see proforma
projections), and lastly, it promotes the orderly development of the existing health care
system in that it adds needed beds in an existing physical plant. National Health Corporation
is also supported by the community.

SERVICES:

a. Nursing Services: Licensed (RN's and LPN's) and ancillary nursing personnel will
serve patients and in emergencies, area residents. In recognizing the critical role
qualified nursing assistants play in the care of patients, NHC has established a pilot
program with levels of certified nurse assistants (CNA).

b. Rehabilitation Services: The center provides physical, occupational, speech and
recreational therapy services according to physician's orders as part of a
rehabilitation program. These services are also available to all residents of the
service area (outpatient) as part of the applicant's continuum of care.
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C. Dietary Services: All special diet needs will be met and proper nourishment will be
provided at all times. NHC has implemented (and is the only long-term health care
chain to do so) an American Dietetic Association-approved Dietetic Internship
program whereby dietitians are chosen to train in the three major areas of dietetics
within the long-term health care setting: administrative, clinical and community
dietetics with an emphasis on the treatment of geriatric nutritional problems.
Internists also receive training in hospitals and community health centers. Upon
graduation and completion of exams, they become licensed and certified dietitians.
NHC's goal is to place an ADA Dietitian in each NHC facility.

d. Medical Director: A local physician, Dr. Katherine Betram, MD, is employed as
medical director on a consulting basis and will be available to attend to needs of our
nursing home patients.

e. Consultant Services: Advice and instructions is sought from health care
professionals, including dietitians, pharmacists, gerontologists, therapists, and social
workers.

f. Housekeeping & Janitorial Services: Housekeeping and janitorial services is

provided to insure that services are rendered to patients in a clean, attractive, well-
maintained and comfortable atmosphere.

g. Laundry: Clean linens are furnished to all patients and personal laundry services are
available at a nominal charge.

h. Patient Assessment Program: A multi-disciplinary team of health professionals
systematically conduct medical care evaluations, admission and extended duration
review. The computerized patient assessment program of the applicant maintains
patient-specific reports thereby enabling the professional staff to evaluate patient
progress on a regular and comprehensive basis. Moreover, management can ensure
the physician's orders are carried out in conformance with the highest standards of
patient care. Detailed information is fed into the computer and analyzed monthly.
This information shows each item of expense and need. The costs are then
compared to expected standards and similar corporate facilities. A continuous effort
is thus maintained in providing a first class nursing home at the lowest possible cost
to the patient, his family and the state/federal government.

I, Discharge Planning: A discharge planning coordinator continuously monitor each
patient's progress, by individual contact, and with the use of the patient assessment
program, help to return the patient to the most independent living arrangements. This
position is also responsible for some family support.

j- Respite Care: NHC HealthCare, Cookeville can also provide respite care based on
bed availability. Respite care refers to providing nursing services to individuals in the
community that are cared for in their home and whose families need a place to care
for individuals for a short time while the family is away.

k. Sub-Acute Care: NHC HealthCare, Cookeville provides Level Il beds for skilled
patients and will do so by providing both the physical plant and trained staff to
accommodate a more complex and skilled nursing level of care. The facility is
organized and staffed accordingly to meet the needs of these patients.

NHC HealthCare, Cookeville will provide services to persons with decubiti ulcers, feeding
tubes, catheters, tracheotomies, medical problems requiring IV's, or other persons requiring
"sub-acute” care. It is the policy of NHC HealthCare, Cookeville to make available heavy
skilled nursing services to patients requiring such services. The project offers sub-acute
services and does so with the expertise and knowledge to do them efficiently and effectively.

NHC HealthCare, Cookeville is able to care for sub-acute patients with its increased staffing.
If demand for these "heavy skilled" or "sub-acute" care beds is greater than projected,
8 National Health Corporation



additional staff, one of the main factors determining the number of sub-acute patients the
facility can serve at any given time, is added to the staffing pattern.

I

Transportation: NHC HealthCare, Cookeville will provide non-medical transportation
to and from locations in the county for patients and/or volunteers who need such a
service.

Community Service - NHC HealthCare, Cookeville offers a number of Community

Services such as health fairs and telephone reassurance for the local community.

9 National Health Corporation



Identify the number and type of beds increased, decreased, converted, relocated,
designated, and/or redistributed by this application. Describe the reasons for change
in bed allocations and describe the impact the bed change will have on the existing
services.

The proposed project is for the addition of ten (10) SNF Medicare beds to an existing 94 bed
nursing home known as NHC HealthCare, Cookeville. NHC HealthCare, Cookeville will
promote the orderly development of the health care system in that it is utilizing existing health
care bed space and adds needed SNF beds in Putnam County where there is a projected
need for an additional 51 nursing home beds in 2018 planning horizon.

10 National Health Corporation
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As the applicant, describe your need to provide the following health care services (if applicable to
this application):

OVCONOO A WN =

Adult Psychiatric Services

Alcohol and Drug Treatment for Adolescents (exceeding 28 days)
Birthing Center

Burn Units

Cardiac Catheterization Services

Child and Adolescent Psychiatric Services
Extracorporeal Lithotripsy

Home Health Services

Hospice Services

Residential Hospice

ICF/MR Services

Long-term Care Services

Magnetic Resonance Imaging (MRI)
Mental Health Residential Treatment
Neonatal Intensive Care Unit
Non-Residential Methadone Treatment Centers
Open Heart Surgery

Positron Emission Tomography

Radiation Therapy/Linear Accelerator
Rehabilitation Services

Swing Beds

NHC'’s need to provide long term care services in Putnam County is based on
two primary points. First, we are responding to ongoing discussions we
have had with CRMC and other providers to deliver the increasingly needed
skilled Medicare nursing home beds in the community. Second, NHC
independently verified the need for said beds and the projected need, based
on the population and currently bed inventory, but also with the State Health
Plan’s projected need for an additional 51 beds by 2018. Since this bed need
formula projects the need for skilled Medicare beds, this need projection is
not diminished by the Choices and/or Options programs. For patients being
discharged from a hospital via Medicare, quite often the best and most cost
effective option is a short term nursing home stay for rehab follow by home
care after discharge. NHC request is being drive entirely by the local market
conditions and demand for our services.

Describe the need to change location or replace an existing facility. Not Applicable

Describe the acquisition of any item of major medical equipment (as defined by the Agency Rules
and the Statute) which exceeds a cost of $1.5 million; and/or is a magnetic resonance imaging
(MRI) scanner, positron emission tomography (PET) scanner, extracorporeal lithotripter and/or
linear accelerator by responding to the following: Not Applicable

1.

For fixed-site major medical equipment (not replacing existing equipment):
a. Describe the new equipment, including:

1. Total cost ;( As defined by Agency Rule).

2. Expected useful life;
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3. List of clinical applications to be provided; and
4. Documentation of FDA approval.

b. Provide current and proposed schedules of operations.

For mobile major medical equipment:

a. List all sites that will be served;

b.  Provide current and/or proposed schedule of operations;

c. Provide the lease or contract cost.

d. Provide the fair market value of the equipment; and

e. List the owner for the equipment.

Indicate applicant's legal interest in equipment (i.e., purchase, lease, etc.) In the case of
equipment purchase include a quote and/or proposal from an equipment vendor, or in the

case of an equipment lease provide a draft lease or contract that at least includes the term
of the lease and the anticipated lease payments.
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. (A)

(B)

Iv.

LY

Attach a copy of the plot plan of the site on an 8 1/2" x 11" sheet of white paper which must
include:

Please see drawing included in the Attachment “Section B, Project Description - lll (A)
Plot Plan” on page 78 at the end of the application.

Size of site (in acres); 5.0 Acres
Location of structure on the site; and
Location of the proposed construction.

Names of streets, roads or highway that cross or border the site.

Please note that the drawings do not need to be drawn to scale. Plot plans are
required for all projects.
Describe the relationship of the site to public transportation routes, if any, and to any highway or

major road developments in the area. Describe the accessibility of the proposed site to
patients/clients.

The center is located at 815 South Walnut Avenue, Cookeville, TN. The center location is adjacent
to S. Jefferson Ave off of Interstate 40. The center site is located is accessible to the major public
transportation routes of Putnam County.

Cookeville Area Transit System (CAT) bus routes access the greater Cookeville area. CATS
operates on two main fixed route services. NHC's center can be accessed via the Green Route
line.

Please see map and bus schedule included in the Attachment “Section B, Project
Description - lIl (B) Bus Schedule” on page 79 at the end of the application.

Attach a floor plan drawing for the facility which includes legible labeling of patient care rooms (noting
private or semi-private), ancillary areas, equipment areas, etc. on an 8 1/2” x 11” sheet of white paper.

NOTE: DO NOT SUBMIT BLUEPRINTS. Simple line drawings should be submitted and
need not be drawn to scale.

Please see drawing included in the Attachment “Section B, Project Description - IV Floor
Plan” on page 84 at the end of the application.

For a Home Health Agency or Hospice, identify: Not Applicable

1.

2
3.
4
5

Existing service area by County;
Proposed service area by County;

A parent or primary service provider,
Existing branches; and

Proposed branches.
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SECTION C: GENERAL CRITERIA FOR CERTIFICATE OF NEED

In accordance with Tennessee Code Annotated § 68-11-1609(b), “no Certificate of Need shall be granted
unless the action proposed in the application for such Certificate is necessary to provide needed health
care in the area to be served, can be economically accomplished and maintained, and will contribute to the
orderly development of health care.” The three (3) criteria are further defined in Agency Rule 0720-4-.01.
Further standards for guidance are provided in the state health plan (Guidelines for Growth), developed
pursuant to Tennessee Code Annotated §68-11-1625.

The following questions are listed according to the three (3) criteria: (1) Need, (Il) Economic Feasibility, and
(I1) Contribution to the Orderly Development of Health Care. Please respond to each question and provide
underlying assumptions, data sources, and methodologies when appropriate. Please type each gquestion
and its response on an 8 1/2" x 11" white paper. All exhibits and tables must be attached to the end of the
application in correct sequence identifying the question(s) to which they refer. If a question does not apply
to your project, indicate “Not Applicable (NA)."

Five Principles for Achieving Better Health

The following Five Principles for Achieving Better Health serve as the basic framework for the
State Health Plan.

1. Healthy Lives
The purpose of the State Health Plan is to improve the health of Tennesseans.

While this principle focuses mainly on the goals and strategies that support health
policies and programs at the individual, community, and state level that will help improve
the health status of Tennesseans, this project is consistent in that is supports a
continuum of care model where following an acute care stay patients would be able to
receive intensive skilled nursing care and rehabilitative services at a stepped down cost
from an acute care setting. The ultimate goal for all patients admitted is to return home to
the least restrictive and least costly option available where the individual can live the
healthiest life possible.

2. Access to Care

Every citizen should have reasonable access to health care.

NHC’s healthcare model targets patients that are Medicare qualified beneficiaries seeking
skilled nursing and rehabilitation services following a prior hospital stay. The majority of
all patients placed in nursing homes from the acute care setting are Medicare
beneficiaries. Since Medicare is a federal insurance program covering individuals age 65
and over, as well as disabled individuals below that age, access to long term care
Medicare beds is a function of bed availability in the market. In Putnam County, the
problem exists for the acute care providers and their timely placement of Medicare
nursing home patients to a qualified Medicare nursing home bed. The addition of the 10
requested Medicare beds will help to improve access to this level of care. Also, approval
of the request will also help to alleviate extra patient days in acute care beds while
waiting for a Medicare bed to become available, which is costly to the system and also
creates access problems on the acute care side of the continuum as well. In addition,
hospitals must consider readmission rates from post-acute care providers that may have
negative impact on patient care and financial feasibility of their institutions. Furthermore,
accountable care organizations (ACO’s) and bundled payment networks are helping to
shape and dictate where patients coming from hospitals are directed to receive their
post-acute care services.
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3. Economic Efficiencies

The state's health care resources should be developed to address the needs of Tennesseans
while encouraging competitive markets, economic efficiencies and the continued development of
the state's health care system.

The proposed project speaks to the very heart of this principle at several levels. As
accountable care organizations (ACO) begin to develop, with an eye to economic
efficiencies and competitive markets, the State’s health care system will begin to reshape
itself. Ultimately, the goal of ACO’s is to better serve the needs of the patient which this
project is designed to do. By assuring that the appropriate level of care and health care
beds are available, when needed, the state’s health care system will be able to keep cost
to their lowest level possible by making sure patients utilize services at the lowest level
and cost possible. NHC’s average length of stay for this project is projected to be 75
days, which is consistent with NHC HealthCare, Cookeville’s experience in Putham
County, Tennessee.

4. Quality of Care

Every citizen should have confidence that the quality of health care is continually monitored and
standards are adhered to by health care providers.

NHC as a Long term care provider is surveyed both at the State and Federal level.
Through various sources, including the Medicare.gov website and the Nursing Home
Compare data sets, consumers can now compare and research long term care providers,
home care providers and acute care providers. NHC compares favorably both at the State
level and the national level regarding these measurements. Please see NHC Survey
Analysis table located in Attachment “Section C. General Criteria - 14B Additional
Occupancy Rate Standards” located on page 152 at the end of the application. The
attached table reflects recent quality performance. In addition, NHC’s quality outcome’s
is also why several big health care systems are discussing establishing ACO’s with NHC
operations across the State of Tennessee and country.

5. Health Care Workforce

The state should support the development, recruitment, and retention of a sufficient and quality
health care workforce.

NHC is consistent with this principle and has a long outstanding history with developing,
recruitment and retention of a quality health care workforce. NHC non-profit, Foundation
for Geriatric Education, since its inception in 1982, has funded over $2,608,000 in books
and academic programs for a qualified health care workforce through 2015. The company
also has a tuition reimbursement program which has funded millions of dollars for direct
tuition for students. In addition, the company runs several of its own training programs
to educate long term care health care workers such as a two year administrator in
training program, a dietetic internship program, certified nursing assistant program, and
advanced geriatric therapy program. NHC is also active in the federal workforce
development system in locations across our markets and locally in the Middle Tennessee
area with the Middle Tennessee Workforce Development Board for over sixteen years.
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QUESTIONS
NEED

1. Describe the relationship of this proposal toward the implementation of the State Health Plan,
Certificate of Need Standards and Criteria.

a. Please provide a response to each criterion and standard in Certificate of Need Categories
that are applicable to the proposed project. Do not provide responses to General Criteria
and Standards (pages 6-9) here.

b. Applications that include a Change of Site for a health care institution, provide a response
to General Criterion and Standards (4)(a-c) Not Applicable

The following has been taken from the State Health Plan, Certificate of Need Standard and Criteria
for Nursing Home Services, Tennessee State Health Plan: 2014 Update.

NURSING HOME SERVICES

Public Chapter No. 1112, Senate Bill No. 2463, which passed during the 1998 legislative session,
amended and changed the code sections establishing the bed need formula that the Health
Services and Development Agency must follow when granting certificates of need for nursing
home beds in Tennessee. During the fiscal year (July 1 — June 30), the Agency shall issue no more
than the designated number of Medicare skilled nursing facility beds for applicants filing for a
certificate of need. The number of Medicare skilled nursing facility beds issued shall not exceed
the allocated number of beds for each applicant. The applicant must also specify in the application
the skilled services to be provided and how the applicant intends to provide such services.

The Tennessee General Assembly directed that there be a pool of 125 skilled nursing facility beds available
for certificate of need approval in the fiscal year from July 1, 2015 to June 30, 2016. The General
Assembly also directed that nursing home bed certificates of need could be issued only for Medicare -
certified skilled nursing facility beds, and that no applicant receives more than 30 such beds.
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Determination of Need

1.

According to TCA 68-11-1622, the need for nursing home beds shall be determined
by applying the following population-based statistical methodology:

County bed need = .0005 x pop. 65 and under, plus
.0120 x pop. 65 - 74
.0600 x pop. 75 - 84
1500 x pop 85+

As stated above, Public Chapter No. 1112, Senate Bill No. 2463, amended and changed
the code sections establishing the bed need formula that the Health Services and
Development Agency must follow when granting certificates of need for nursing home beds
in Tennessee. Based on the above referenced bed need methodology and a Nursing
Facility Bed Need: Comparison of Tennessee's Health: Guidelines for Growth 2000 vs.
Statute, By Total State and County 2000, there is a need in Putnam County of nursing
home beds projected for 2018, or a need for an additional 51 beds in Putnam County.
Please see Nursing Facility Bed Need Report located in Attachment “Section C.
General Criteria - 1.A. Need” located on page 86 at the end of the application. This
information, which is the most current available to the department, was provided and is
included here for reference.

These projections demonstrate a need based on the population growth in Putnam County
for nursing beds.
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Planning horizon: The need for nursing home beds shall be projected two years

into the future from the current year.

SNF Need Formula
Putnam County Bed Need

Putnam County

County Bed Need

SNF Need
Formula

4/11/2016

2018
Population [ Rate

Needed
Beds
By Age

Population 65 & under 70,265 0.0005 35
Population 65-74 7,167 0.012 86
Population 75-84 3,832 0.06 230
Population 85+ 1,359 0.15 204
82,623 555
Existing Beds = 504

Need = 51

Source: Office of Health Statistics,
Bureau of Health Informatics, Tennessee
Department of Healith

Existing beds based on licensed beds, Licensed

Health Facilities, TN Department of Health

So noted by the applicant. The bed need referenced in response to Question 1 is the
projected two year to show the 2018 bed need. There is a net need for an additional 51
nursing beds, per this report, well in excess of NHC's requested ten (10) Medicare SNF
beds.
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3. Establishment of Service Area: A majority of the population of the
proposed Service Area for any nursing home should reside within 30 minutes
travel time from that facility. Applicants may supplement their applications with
sub-county level data that are available to the general public to better inform the
HSDA of granular details and trends; however, the need formula established by
these Standards will use the latest available final JAR data from the Department
of Health. The HSDA additionally may consider geographic, cultural, social, and
other aspects that may impact the establishment of a Service Area.

Since the proposed project is utilized by the elderly population most frequently, and the elderly
often have difficulty with transportation and travel, the primary service has been determined to be
Putnam County. However, we do expect that some residents will come from outside our primary
service area. Nevertheless, we have confined our need justification to Puthnam County where the
majority of the population of the service area is within 30 minutes travel time from the proposed
facility.
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4. Existing Nursing Home Capacity: In general, the Occupancy Rate for each nursing
home currently and actively providing services within the applicant's proposed
Service Area should be at or above 90% to support the need for any project seeking to
add new nursing home beds within the Service Area and to ensure that the
financial viability of existing facilities is not negatively impacted.

When considering replacement facility or renovation applications that do not alter the
bed component within the Service Area, the HSDAshould consider as the primary
factor whether a replacement facility's own occupancy rate could support its economic
feasibility, instead of the occupancy rates of other facilites in the Service Area.

So noted by the applicant. The following bed inventory was reported to the Department
of Health for year ending 12/31/12 through 12/31/14 for Putnam County.

Putnam County Nursing Homes Occupancy

2012 - 2014
NURSING HOMES 2016 2012 2013 2014
Licensed Beds Occupancy | Occupancy | Occupancy
Bethesda Health Care Center 120 73.3% 90.6% 65.2%
NHC HealthCare, Cookeville 94 96.8% 87.9% 92.3%
Signature Healthcare of Putnam County” 175 96.4% 92.8% 91.1%
Standing Stone Care and Rehabilitation
Center 115 79.5% 80.7% 82.8%
Total 504 87.1% 88.6% 82.9%

* Signature reporting period 1/1/14 - 4/30/14. Occupancy is based on 3 months of data.

Source: 2012 - 2014 JAR Reports Utilization

21 National Health Corporation




As of the last available Joint Annual Report for Nursing Homes in 2014, all nursing homes did
not have an annualized occupancy in excess of 90%. One of the licensed centers, Standing
Stone Care and Rehabilitation Center, while being located in Putnam County is located
approximately 16 miles out of Cookeville in Monterey, Tennessee. For many folks that live in
Cookeville, where the NHC center is located, the Monterey center location really does not
provide a reasonable option for someone from Cookeville seeking skilled care. The center
location is not conveniently located to the growing population areas of Putnam County. In
addition, Standing Stone Care and Rehabilitation is currently a One Star rated center.

in addition, Bethesda Health Care Center has reported a lower occupancy rate which appears
to be centered around a 2013 survey where Standing Stone received 11 deficiencies which
exceeds both the Tennessee and the federal average number of deficiencies.

Please see Nursing Facility Bed Need Report located in Attachment “Section C. General
Criteria - 1.A. 3 Inventory and Utilization” located on page 89 at the end of the
application for the licensed facilities in Putnam County and occupancy rate table, p.92
and Section C. General Criteria - 1.A. 4 Service Area JAR” located on page 92c at the
end of the application for the service Area JAR reports, and numerous tables reflecting
facility data compiled from the JARS.

Outstanding Certificates of Need: Outstanding CONs should be factored into the
decision whether to grant an additional CON in a given Service Area or county until an
outstanding CON's beds are licensed.

There are no outstanding CON projects in the proposed service area resulting in a net
increase in beds to Putnam County.

Data: The Department of Health data on the current supply and utilization of
licensed and CON-approved nursing home beds should be the data source employed
hereunder, unless otherwise noted.

So noted by the applicant.

Minimum Number of Beds: A newly established free-standing nursing home should
have a sufficient number of beds to provide revenues to make the project economically
feasible and thus is encouraged to have a capacity of least 30 beds. However, the
HSDA should consider exceptions to this standard if a proposed applicant can
demonstrate that economic feasibility can be achieved with a smaller facility in a
particular situation.

Not Applicable, the proposed project is for the addition of 10 beds to an existing licensed
94 bed licensed nursing home facility.

Encouraging Facility Modernization: The HSDA may give preference to an application

that:

a. Proposes a replacement facility to modernize an existing facility.

b. Seeks a certificate of need for a replacement facility on or near its existing facilities
operating location. The HSDA shouldevaluate whether the replacement facility is
being located as closely as possible to the location of the existing facility and, if not,
whether the need for a new, modernized facility is being impacted by any shift in
the applicant's market due to its new location within the Service Area.
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c. Does not increase its number of operating beds

In particular, the HSDA should give preference to replacement facility applications that
are consistent with the standards described in TCA§68-11-1627, such as facilities
that seek to replace physical plants that have building and/or life safety problems,
and/or facilities that seek to improve the patient-centered nature of their facility by
adding home-like features such as private rooms and/or home-like amenities.

The proposed project will not only add 10 new beds, in private rooms, but also create
24 private rooms from 12 existing semi-private rooms for patients. The center, built in
1975, does not currently have any private rooms. In addition, 2,000 sq. ft. of additional
needed therapy space along with other ancillary areas will be constructed, renovated
and modernized.
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Adequate Staffing: An applicant should document a plan demonstrating the intent and
ability to recruit, hire, train, assess competencies of, supervise, and retain the appropriate
numbers of qualified personnel to provide the services described in the application and that
such personnel are available in the proposed Service Area. However, when considering
applications for replacement facilities or renovations of existing facilities, the HSDA may
determine the existing facility's staff would continue without significant change and thus
would be sufficient to meet this Standard without a demonstration of efforts to recruit new
staff.

NHC HealthCare, Cookeville is currently fully staffed and requires only a minimal
staffing addition of 10.55 FTE’s by year two. In addition, the center uses no
agency/contracted staff and has demonstrated its ability to fully staff the project with
more than adequate staffing.
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10. Community Linkage Plan: The applicant should describe its participation, if any, in a
community linkage plan, including its relationships with appropriate health care system
providers/services and working agreements with other related community services to
assure continuity of care. If they are provided, letters from providers (including, e.g.,
hospitals, hospice services agencies, physicians) in support of an application should detail
specific instances of unmet need for nursing home services.

Rationale: Coordinated, integrated systems of care may not be in place in much of rural
Tennessee, and therefore this language has been deleted. Additionally, the Division
recognizes that nursing homes may not be the primary drivers of community linkage
plans, and the Division does not mean to suggest that an applicant should develop one
itself; instead it should provide information on its participation in @ community linkage plan, if
any. However, the Division recognizes that hospitals, particularly rural ones, often
encounter difficulties in discharge planning to nursing homes due to a lack of available
beds. CON applications for new nursing home beds should therefore also provide letters
from hospitals, hospice service agencies, physicians, or any other appropriate providers, to
provide evidence of unmet need and the intentto meet that need.

Transfer agreements have been established between all relevant health care providers in the
community including but not limited to the following:

Cookeville Regional Medical Center

Saint Thomas

Vanderbilt

Saint Thomas — Highlands Hospital

Livingston Regional Hospital

Erlanger - Chattanooga

Other Area Putnam County and surrounding health care providers

Contractual relationships have been drawn up with a Medical Director, Dietary Consultant,
Physical Therapist, Medical Record Consultant, and Therapists for other treatment such as
oxygen therapy. Contractual relationships are established with local dentists, optometrists,
gerontologists and other specialized physicians, in order to meet the needs of the patients.

A licensed pharmacist is a member of the Pharmacy Committee, and a pharmacy has been
awarded a contract to supply medications for the patients. If a patient does not wish to use the
pharmacy with which the facility has contracted, the patient will have the choice of the pharmacy
he chooses to use provided the pharmacy agrees to the mandates of the State regulations and
the rules and regulations of the nursing home.

It is the intent of this facility to meet all the requirements of the TN Department of Health with
regard to agreements, contractual arrangements and participation by health care professionals.
The following is the process, which has been established to coordinate and provide for a
continuum of care in the project in conjunction with other providers:

Purpose: The purpose of being actively involved in the community continuum of care is to
provide the consumer within our market area the opportunity to acquire the most appropriate
level and type of services for his/her needs. These needs relate to medical support, personal
care, personal maintenance and nutritional guidance. We will focus on coordinating our
services with other health care providers through effective communication and teamwork.
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Targeted Population: Although the targeted population is diverse due to the multifaceted nature
of the continuum of care, two groups dominate NHC's particular services on the continuum.

Individuals in other community settings who need services devoted to rehabilitation and short-
term stays in the healthcare center.

Persons who can no longer be maintained or cared for in their current setting and need 24-
hour care for chronic and/or debilitating conditions of a long-term nature.

Methodology:

Step 1: Maintain a listing of Current Community Resources-This listing is categorized according to
type of service contact person for each organizations. Standard categories, with the function as it
relates to our facility include the following:

QOrganization Function
Hospitals Discharge sub-acute patients to more cost-effective nursing centers.
Hospices Care for special group of terminally ill.

Residential Facilites  Residential institution for those unable to maintain independent lifestyles
but do not need intense Medical Care.
Assisted Living (ALF)  Group environment to prevent immediate admission to long-term care

facility.
Home Health Care Provides Medical treatment on less expensive environment than
institution.
Home Support Household or personal services essential to any home health care
program.
Adult Day Care Needed respite service for family support while care provided at home.
Nutrition Programs Health promotions service which also acts to encourage socialization and
prevent isolation.
Senior Centers/ Acts to improve quality of life

Recreation Services and encourages socialization

Step 2: All potential nursing center patients and referrals are pre-screened to determine whether
the person's condition warrants admission to the nursing center. If admission to the nursing center
is not appropriate, and if the person's condition is such that he can be cared for at home with
assistance, the Admissions Director and the Social Services Director will refer the person and his
family to the appropriate service provider. This will ensure that elderly persons are not being
inappropriately admitted to the nursing center and coordination of other services is maintained.

For elderly persons admitted to the nursing center, discharge planning will ensure that patients are
discharged to a non-institutional setting when their physical condition improves. Discharge
planning begins upon the patient's admission to the center. At that time, the Admissions Director
and Social Services Director will meet with the patient and his family to discuss the availability of
suitable accommodations following discharge as determined by the initial assessment.

The patient's progress is monitored and reassessed on a regular basis to determine whether the
patient is a candidate for transfer to the community. The Social Services Director, who is part of
the center's interdisciplinary care team, will update each patient's medical record with progress
notes regarding discharge planning on a regular basis. If discharge has been determined to be
appropriate, the Social Services Director will advise the patient and his family of the availability of
community support systems, such as home health care, adult day care, etc. The Social Services
Director will serve as the liaison between the patient, his family, and the appropriate provider to
coordinate the discharge home and the linkage for support services.

Linkages to facilitate referrals and transfers are established through formal working agreements
and referral arrangements. These agreements are established prior to facility opening to ensure
immediate linkages. Given the fact that NHC already operates in Putnam County, the bed addition
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will benefit from established referral agreements with the targeted organizations listed above.

Responsible Position: The center's Admissions Director and Social Services Director are
responsible for ensuring that potential patients who inquire at the center for admission are referred
to the appropriate provider if admission to the nursing center is not warranted or if such service is
needed. The Social Services Director is responsible for discharge planning to ensure that patients
are discharged from the center when they are ready and that transfer to a semi-institutional setting
or to home with appropriate support services is successfully coordinated. Through their ongoing
work, the Admissions Director and Social Services Director will maintain linkages and working
relationships with providers of non-institutional services.

Desired Outcome: The desired outcome is to ensure that discharges and/or referrals to support

services are available and coordinated in a timely manner for patients who no longer require

nursing home care and for elderly inquiring at the center for services, but who are inappropriate for

admission.

1) Bzcome a strong link in the chain of health care providers as it relates to an overall
continuum of care.

2) Improve and enhance proper service utilization.
3) Improve patients' medical conditions by using available avenues.
4) Reduce cost by eliminating duplication of services.

Measurement of Outcome: The Admissions Director and Social Services Director will maintain a
record of inquiries and referrals of elderly persons seeking long-term care services. These records
are reviewed through Quality Assurance and state licensure surveys to determine if appropriate
referrals are being made.

Patient medical records are reviewed on a regular basis by the interdisciplinary care team to
determine if discharge from the nursing center is appropriate, and if discharge planning goals are
being updated or modified. Discharge planning will also be monitored through Quality Assurance
surveys and state licensure surveys. Utilization review is conducted every month for Medicare
patients. Monitoring of discharge planning will promote the utilization of less intensive, non-
institutional services whenever possible.

To integrate and utilize other providers in the health care network the center has established and
will have linkages with others in the health care network through the following process:

Purpose: To promote the utilization of less intensive, non-institutional services such as home
health care, adult day care, meals on wheels, etc. Since the proposed nursing center will not offer
these services, linkages are established with providers of these services to ensure accessibility and
transfer when appropriate by nursing center patients.

Targeted Population: Persons targeted for referral to non-institutional services are those nursing
center patients whose health has improved to the point where they no longer require 24-hour
nursing supervision and are eligible for transfer to home or to a semi-institutional setting, with
support services. Referrals will also be made for persons inquiring at the center for long-term care
services, but whom after pre-screening, are determined to be inappropriate for nursing home
admission.

Linkages are developed by the center with other providers in Putnam County to provide services
not offered by the center. Putnam County has 9 home health agencies, 4 hospice and 3 assisted
living providers. Although the residents will have a choice in health care providers, following is a list
of some providers the facility will work with to provide services not offered by the center.
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Home Health Agencies
Amedisys Home Health
CareAll

Deaconess

Highland Rim

NHC HomeCare
Suncrest Home Health
Quality Home Health
Intrepid

Hospice
Avalon

Caris Hospice
Gentiva
Upper Cumberland

Meals on Wheels
Area Meals on Wheels

Assisted Living Centers
Cedar Hills

Heritage Pointe
Morningside

Misc.

Diverse Medical Management
Trident USA

Psych-Services LLC

One Care Dental

Linde

Desired Outcome: The desired outcome is to ensure that discharges and/or referrals to non-
institutional support services are available and coordinated in a timely manner for patients who no
longer require nursing home care and for elderly inquiring at the center for services, but who are
inappropriate for admission.

Consequently, transfer agreements are established between all relevant health care providers in
the community.

Contractual relationships are established with local dentists, optometrists and other specialized
physicians, in order to meet the needs of the patients.

A licensed pharmacist will be a member of the Pharmacy Committee, and a local pharmacy is
awarded a contract to supply medications for the patients. If a patient does not wish to use the
pharmacy with which the facility has contracted, the patient will have the choice of the pharmacy he
chooses to use provided the pharmacy agrees to the mandates of the State regulations and the
rules and regulations of the nursing home.

It is the intent of this facility to meet all the requirements of the TN Department of Health with
regard to agreements, contractual arrangements and participation by heaith care professionals.
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1.

Access: The applicant should demonstrate an ability and willingness to serve equally all of
the Service Area in which it seeks certification. In addition to the factors set forth in HSDA
Rule 0720-11-.01(1) (listing the factors concerning need on which an application may be
evaluated), the HSDA may choose to give special consideration to an applicant that is able
to show that there is limited access in the proposed Service Area. However, an applicant
should address why Service Area residents cannot be served in a less restrictive and
less costly environment and whether the applicant provides or will provide other services to
residents that will enable them to remain in their homes.

The Applicant provides post-acute care services primarily to patients being discharged
directly following an acute care hospital stay. Patients spend an average of 75 days in our
facility receiving skilled nursing care and rehabilitative services, and then are able to return
to a less restrictive and less costly environment. More importantly, NHC is focused on
decreasing hospital readmission rates to acute care providers which not only saves the
healthcare system money, but it results in better quality care and outcomes for patients.
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12. Quality Control and Monitoring: The applicant should identify and document its existing or
proposed plan for data reporting, quality improvement, and outcome and process monitoring
systems, including in particular details on its Quality Assurance and Performance Improvement
program as required by the Affordable Care Act. As an alternative to the provision of third
party accraditation information, applicants may provide information on any other state,
federal, or national quality improvement initiatives. An applicant that owns or administers other
nursing homes should provide detailed information on their surveys and their quality control
programs at those facilities, regardless of whether they are located in Tennessee.

NHC centers currently meet the Quality Assessment and Assurance requirements mandated by
our survey regulations (attached). Each center uses The Quality Improvement Program Manual as
a guide for their internal committee (table of contents attached) and its activities. Each center is
unique and as such has variations in how their Ql work is accomplished. The Ql section of our
Patient Care Policies (attached) serve as the policy they all adhere to and procedurally adapt for
their location.

NHC centers actively monitor key patient care outcomes (pressure ulcers, weight loss, and falls
with injury) and respond when data indicate a need; they review Quality Measure data (from MD$S
submissions) and work to improve the services provided to patients.

There are proposed regulations for Quality Assurance and Performance improvement (QAPI)
mandated by ACA but these have not yet been finalized. In the interim we have asked our centers
to review the CMS document about QAPI (attached); we have drafted a QAPI purpose statement
and principles (attached) for NHC centers to follow as they develop their own QAPI plan once the
regulations are finalized.

Please see Nursing Facility Bed Need Report located in Attachment “Section C. General Criteria -
12. Quality Control and Monitoring” located on page 141 at the end of the application.
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483.75(0) Quality Assessment and Assurance

(1) A facility must maintain a quality assessment and assurance committee
consisting of —

(i) The director of nursing services;

(ii) A physician designated by the facility; and

(iii) At least 3 other members of the facility’s staff.

(2) The quality assessment and assurance committee —

(i) Meets at least quarterly to identify issues with respect to which

quality assessment and assurance activities are necessary; and

(ii) Develops and implements appropriate plans of action to correct
identified quality deficiencies.

(3) State or the Secretary may not require disclosure of the records of such
committee except insofar as such disclosure is related to the compliance of
such committee with the requirements of this section.

(4) Good faith attempts by the committee to identify and correct quality
deficiencies will not be used as a basis for sanctions.

NHC Quality Assurance and Performance Improvement (QAPI)

Purpose Statement:

To retain our position as the industry leader in customer and investor satisfaction, NHC's Quality Assurance and
Performance Improvement Program will focus on key patient outcomes and critical business measures to assure
that every patient receives the right care in the right way every time.

Guiding Principles:
1. Senior Leaders (center, region and corporate) value, support and model the performance improvement

process to prioritize, guide and direct operations.

2. Our Better Way Culture expects open communication in a blame free environment resulting in
constructive response to systems gaps, failures and breakdowns (complaints, gifts, suggestions).

3. Person Centered thinking defines our performance Improvement Activities

4. NHC's QAPI is interdisciplinary, i.e. encourages a collaborative, relationship-building approach that
supports integrity.

5. Performance Improvement includes all partners and all services.

6. Partners are empowered through performance improvement education and are given the opportunity to
participate in the performance improvement activities.

7. Continuous improvement goals are data driven, including feedback from customers and partners, as
well as internal and external benchmarks.

8. Through broad monitoring we pro-actively identify opportunities for systems to be fine-tuned.

Note: Key patient outcomes (including corporate goals and industry focuses)

Critical business measures (including census building, documentation that supports every claim, and
accurate collections [budget, claims processing edits])

32 National Health Corporation



13. Data Requirements: Applicants should agree to provide the TDH and/or the HSDA with all
reasonably requested information and statistical data related to the operation and provision of
services at the applicant's facility and to report that data in the time and format requested. As a
standard of practice, existing data reporting streams will be relied upon and adapted over time to
collect all needed information.

If approved, the applicant will provide the Tennessee Department of Health and the Health
Services and Development Agency with all reasonably requested information and statistical data
related to the operation and provision of services at the applicant’s facility and to report that data
in the time and format requested.
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14. Additional Occupancy Rate Standards:

a. An applicant that is seeking to add or change bed component within a Service Area should
show how it projects to maintain an average occupancy rate for all licensed beds of at least 90
percent after two years of operation.

Please see Section C. Economic Feasibility — 4, p.180 for an occupancy summary for the 10 bed
addition.
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b. There should be no additional nursing home beds approved for a Service Area unless each
existing facility with 50 beds or more has achieved an average annual occupancy rate of 90
percent. In determining the Service Area's occupancy rate, the HSDA may choose not to
consider the occupancy rate of any nursing home in the proposed Service Area that has been
identified by the TDH Regional Administrator as consistently noncomplying with quality assurance
regulations, based on factors such as deficiency numbers outside of an average range or
standards of the Medicare 5 Star program.

Please note that the occupancy rates of existing facilities with 50 or more beds have not
achieved an average annual occupancy rate of 90 percent in the applicant’s service area,
Putham County. However, a review of CMS Star Ratings and Survey deficiencies comparing
both the State of Tennessee averages and average deficiencies in the United States reveals
deficiency numbers outside of an average range. Perhaps more importantly, of the four (4)
nursing homes located in Putnam County, based on the most recent CMS 5 Star Ratings, only
two centers, NHC HealthCare, Cookeville and Bethesda Health Care have a CMS Star rating of
4, the other two (2) facilities have a quality rating of one (1) Star or below average. Please note
that NHC’s center has consistently had fewer deficiencies compared to both the State and the
Federal average number of deficiencies in the US of all the centers in the service area.

Please see Nursing Facility Bed Need Report located in Attachment “Section C. General
Criteria — 14(b). Additional Occupancy Rate Standards located on page 152 at the end of the
application.

The following text regarding the CMS 5 Star Rating and Survey program was taken directly from the
CMS 5 Star website, https://www.cms.qov/Medicare/Provider-Enroliment-
andCertification/CertificationandComplianc/FSQRS.html.

“CMS created the Five-Star Quality Rating System to help consumers, their families, and caregivers
compare nursing homes more easily and to help identify areas about which you may want to ask
questions.

The Nursing Home Compare Web site features a quality rating system that gives each nursing home a
rating of between 1 and 5 stars. Nursing homes with 5 stars are considered to have much above
average quality and nursing homes with 1 star are considered to have quality much below average.
There is one Overall 5-star rating for each nursing home, and a separate rating for each of the
following three sources of information:

Health Inspections — The health inspection rating contains information from the last 3 years of onsite
inspections, including both standard surveys and any complaint surveys. This information is gathered
by trained, objective inspectors who go onsite to the nursing home and follow a specific process to
determine the extent to which a nursing home has met Medicaid and Medicare’s minimum quality
requirements. The most recent survey findings are weighted more than the prior two years. More
than 180,000 onsite reviews are used in the health inspection scoring nationally.

Staffing - The staffing rating has information about the number of hours of care provided on average
to each resident each day by nursing staff. This rating considers differences in the levels of residents'
care need in each nursing home. For example, a nursing home with residents who had more severe
needs would be expected to have more nursing staff than a nursing home where the resident needs
were not as high.

Quality Measures (QMs) — The quality measure rating has information on 11 different physical and
clinical measures for nursing home residents. The rating now includes information about nursing
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homes' use of antipsychotic medications in both long-stay and short-stay residents. This information is
collected by the nursing home for all residents. The QMs offer information about how well nursing
homes are caring for their residents' physical and clinical needs. More than 12 million assessments of
the conditions of nursing home residents are used in the Five-Star rating system.”

How are Star Ratings for the Nursing Home Compare Five-Star Quality Rating System determined?

1. Health Inspection Domain

The health inspection rating is based on the three most recent standard surveys for each nursing
home, results from any complaint investigations during the most recent three-year period, and any
repeat revisits needed to verify that required corrections have brought the facility back into compliance.
CMS calculates a weighted deficiency score based on points assigned to health deficiencies identified
in each active provider's current health inspection survey and the two prior surveys (including revisits),
as well as deficiency findings from the most recent three years of complaint investigations. More recent
surveys are weighted more heavily than older surveys: the most recent period (cycle 1) is assigned a
weighting factor of 1/2, the previous period (cycle 2) has a weighting factor of 1/3, and the second prior
survey (cycle 3) has a weighting factor of 1/6. The weighted time period scores are then summed to
create the survey score for each facility.

Facility ratings are determined using these criteria:
» The best 10 percent in each State receive a five-star rating.

« The middle 70 percent of facilities receive a rating of two, three, or four stars, with an equal
number (approximately 23.33 percent) in each rating category.

» The worst 20 percent receive a one-star rating.

CMS' Five-Star health inspection ratings are based on the relative performance of facilities within a
state. CMS chose to compare facilities to each other within State to help control for variation among
states that results from different management practices, differences in state licensing laws, and
differences in state Medicaid policies.
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c. A nursing home seeking approval to expand its bed capacity should have maintained an
occupancy rate of 90 percent for the previous year.

Rationale: The Division believes reducing the occupancy rates from 95 to 90 percent in
numbers 14b and 14c more accurately reflects overall occupancy in the state, and also would
take into consideration some increasing vacancy rates that current nursing homes may be

experiencing due to decreasing admissions overall and increasing patient turnover due to short-
stay patients.

NHC I2-loealthCare, Cookeville had an occupancy rate of 92.3% in the previous reporting JAR
year, 2014.

Please see Nursing Facility Bed Need Report located in Attachment “Section C. General

Criteria — 14(b). Additional Occupancy Rate Standards located on page 152 at the end of the
application.
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Describe the relationship of this project to the applicant facility’s long-range development plans, if
any.

At NHC, our company motto is Care is Our Business. NHC's long-range development plans for Putnam
County is quite simple, to provide quality long-term care services to meet the needs of the citizens of Putnam
County. Our goal is to expand into the Cookeville area and provide the needed long-term services we have
provided over the last 41 years to the residents of Putnam County.

Identify the proposed service area and justify the reasonableness of that proposed area. Submit a county
level map including the State of Tennessee clearly marked to reflect the service area. Please submit the
map on 8 1/2” x 11” sheet of white paper marked only with ink detectable by a standard photocopier
(i.e., no highlighters, pencils, etc.).

The service area for this proposed project is Putnam County. This is a reasonable area since nursing
residents prefer not to leave their local communities. Please see the county level map in Attachment
“Section C. General Criteria - 3 Service Area Map” located on page 98 at the end of the application.
The continued growth in the population group aged 65 and above as documented support the continued
need for and existence of high quality of care nursing home beds in Putnam County.
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4,

A Describe the demographics of the population to be served by this proposal.

During the 20" century, the number of person in the United States under age 65 has tripled. At the same
time, the number aged 65 and over has grown by a factor of 11. According to Census Bureau's
projections, the elderly populations will more than double between 1995 and the year 2050, to 80 million.
By that year, as many as 1 in 5 Americans could be elderly. In 2010, persons 65 and above represented
13.0% of the total population (Census 2010).

Perhaps more significant is the rapid growth expected in oldest old age group, which are more likely to
need some form of nursing home care. Thanks to the arrival of the survivors of the baby boom
generation, it is expected the oldest old will number 19 million in 2050. That would make them 22 percent
of elderly Americans and 4.3 percent of all Americans. (U.S. Census, The Next four Decades: The Older
Population in the United States: 2010 fo 2050, 5/10)

Diagnostic Related Group (DRG) prospective payment for hospitals made a significant impact on the
demand for nursing home services. The prospective payment system encourages hospitals to discharge
their elderly patients to long term care facilities (Modern Healthcare, 1984). Nursing homes today still
experience great demand to accommodate patients who are admitted sicker and require greater amounts
of nursing care. Consequently, there exist a growing need for nursing facilities offering and providing high
level and quality skilled care services (Level Il). Since many of the local medical centers do not provide
nursing home care, the responsibility to provide this level of service rest on local nursing home providers.

Putnam County's age 65 and over population grew by 17.0% from 2010 to 2018. According to the Census
figures, Putnam County 85 and over population increased by 155 persons from 2010 to 2018 or 12.9%
from 1,204 to 1,359 residents.

The age 65+ population in Putnam County is projected to increase from 10,565 to 12,358, from 2010 to
2018 respectively (Source: Office of Health Statistics, TN Dept of Health) The primary population to be
served by the proposal is those over the age of 65. Please see Attachment “Section C — General
Criteria — 4A Demographics of the Population Served” located on page 103 at the end of the
application.

Putnam County Population Projections

Putnam Count
Age 2010 -2016 2010 -2018
2010 2016 2018 % Increase % Increase
60 - 64 4,113 4173 4,265 1.5% 3.7%
65-74 5,919 7,092 7,167 19.8% 21.1%
75-84 3,442 3,614 3,832 5.0% 11.3%
85+ 1,204 1,338 1,359 11.1% 12.9%
65+ 10,565 12,044 12,358 14.0% 17.0%
Total Population 72,321 79,829 82,623 10.4% 14.2%

Source: TN Department of Health, Division of Policy, Planning & Assessment, Office of Health
Statistics
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Describe the special needs of the service area population, including health disparities, the
accessibility to consumers, particularly the elderly, women, racial and ethnic minorities, and
low-income groups. Document how the business plans of the facility will take into
consideration the special needs of the service area population.

The proposed project is accessible to all consumers, including women, racial and ethnic minorities,
and low-income groups seeking skilled care. National Health Corporation is proposing to add 10
beds to an existing 94 bed nursing home in Putnam County. The services proposed herein address
special needs of the population which this center will serve. The services will be made readily
available to each of the following:

a) Low income persons;

b) Racial and ethnic minorities;

c) Women;

d) Handicapped persons;

e) Elderly; and

f) Other underserved persons (e.g., "sub-acute" care patients discharged from hospitals and
persons with dementia).

(
(
(
(
(
(

It is and will be the centers policy to be readily accessible to low income persons, racial and ethnic
minorities, women, handicapped persons, elderly, and other underserved persons.
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Describe the existing or certified services, including approved but unimplemented CONs, of
similar institutions in the service area. Include utilization and/or occupancy trends for each of
the most recent three years of data available for this type of project. Be certain to list each
institution and its utilization and/or occupancy individually. Inpatient bed projects must include
the following data: admissions or discharges, patient days, and occupancy. Other projects
should use the most appropriate measures, e.g., cases, procedures, visits, admissions, etc.

The following bed inventory was reported to the Department of Health for year ending 12/31/12
through 12/31/14 for Putnam County. In addition, there are no approved or outstanding CON’s
for nursing home beds in Putnam County.

Putnam County Nursing Homes Occupancy

2012 - 2014
) NURSING HOMES 2016 2012 2013 2014
Licensed Beds Occupancy | Occupancy | Occupancy |
Bethesda Health Care Center 120 73.3% 90.6% 65.2%
NHC HealthCare, Cookeville 94 96.8% 87.9% 92.3%
Signature Healthcare of Putnam County* 175 96.4% 92.8% 91.1%
Standing Stone Care and Rehabilitation
Center - 115 79.5% 80.7% 82.8%
Total 504 87.1% 88.6% 82.9%

* Signature reporting period 1/1/14 - 4/30/14. Occupancy is based on 3 months of data.

Source: 2012 - 2014 JAR Reports Utilization
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6. Provide applicable utilization and/or occupancy statistics for your institution for each of the past
three (3) years and the projected annual utilization for each of the two (2) years following completion
of the project. Additionally, provide the details regarding the methodology used to project
utilization. The methodology must include detailed calculations or documentation from referral
sources, and identification of all assumptions.

Annual utilization for each of the two (2) years following completion of the project.
2019 2020
NHC HealthCare, Cookeville 85.45% 95.10%

Piease see Attachment, Section C, General Criteria — 6, Historical & Projected Utilization, p. 140 for
the details and methodology used to project utilization.
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ECONOMIC FEASIBILITY

1. Provide the cost of the project by completing the Project Costs Chart on the following page. Justify
the cost of the project.

All projects should have a project cost of at least $3,000 on Line F. (Minimum CON Filing
Fee). CON filing fee should be caiculated from Line D. (See Application Instructions for
Filing Fee)

The cost of any lease should be based on fair market value or the total amount of the
lease payments over the initial term of the lease, whichever is greater.

The cost for fixed and moveable equipment includes, but is not necessarily limited to,
maintenance agreements covering the expected useful life of the equipment; federal,
state, and local taxes and other government assessments; and installation charges,
excluding capital expenditures for physical plant renovation or in-wall shielding, which
should be included under construction costs or incorporated in a facility lease.

For projects that include new construction, modification, and/or renovation;
documentation must be provided from a contractor and/or architect that support the
estimated construction costs.

The cost of this proposed project is $4,806,490 for the ten (10) new beds along with the construction of the
new private rooms and additional ancillary space, storage building and renovated center spaces. Costs for
the proposed project are based on actual cost incurred on projects undertaken by NHC and based on the
experience of Johnson & Bailey, Architects. Estimates provided are considered to be consistent with past
experience and to be based on sound assumptions.

Special efforts to be made by the applicant to contain the costs of offering the proposed services are the
following:

Ppao0op

Group Purchasing

Shared Services

Energy Conservation
Controlled Management Costs
Cost and Quality Control

Please see Attachment “Section C - Economic Feasibility — 1 Project Cost Chart” located on page
154 at the end of the application.
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PROJECT COSTS CHART

Construction and equipment acquired by purchase:
1. Architectural and Engineering Fees

2. Legal, Administrative (Excluding CON Filing Fee),

Consultant Fees
Acquisition of Site

Preparation of Site

Construction Costs

Contingency Fund

Fixed Equipment (Not included in Construction Contract)

Moveable Equipment (List all equipment over $50,000)

© ® N o o b~ W

Other (Specify)

Acquisition by gift, donation, or lease:

1. Facility (inclusive of building and land)
2 Building only

3 Land only

4, Equipment (Specify)

5 Other (Specify)

Financing Costs and Fees:

1, Interim Financing

2 Underwriting Costs

3, Reserve for One Year's Debt Service
4 Other (Specify)

Estimated Project Cost
(A+B+C)

CON Filing Fee

Total Estimated Project Cost
(D+E)
TOTAL
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2. Identify the funding sources for this project.

Pl

a.

Please check the applicable item(s) below and briefly summarize how the project will be
financed. (Documentation for the type of funding MUST be inserted at the end of the application,
in the correct alpha/numeric order and identified as Attachment C, Economic Feasibility-2.)

The proposed project has the following source of funds: A commitment of working capital has been
secured from National HealthCare Corporation. Debt incurred for the project will be retired as reflected
on Projected Data Chart.

Commercial loan--Letter from lending institution or guarantor stating favorable initial contact,
proposed loan amount, expected interest rates, anticipated term of the loan, and any restrictions or
conditions;

Tax-exempt bonds--Copy of preliminary resolution or a letter from the issuing authority stating
favorable initial contact and a conditional agreement from an underwriter or investment banker to
proceed with the issuance;

General obligation bonds—Copy of resolution from issuing authority or minutes from the appropriate
meeting.

Grants--Notification of intent form for grant application or notice of grant award; or
Cash Reserves--Appropriate documentation from Chief Financial Officer.
Other—Identify and document funding from all other sources.

Please see letter indicating the required information in Attachment “Section C Economic
Feasibility — 2” located on page 158 at the end of the application.

Discuss and document the reasonableness of the proposed project costs. If applicable, compare the

cost per square foot of construction to similar projects recently approved by the Health Services and

Development Agency.

The proposed project is reasonable in relation to similar facilities in the state. The construction cost per

square foot is $158.75 which is comparable to similar types of projects in the state taking into consideration

the proposed project includes both a bed conversion (semi-private room to private room), construction of 22

private bed rooms, and addition and renovation of existing square footage of the building. Furthermore,
project costs are reasonable and inline with our past experience. Thus, quality nursing services and the

continuum of care will be expanded in the local area cost effectively.

Nursing Home Construction Cost Per Square Foot
Years: 2012 - 2014

Renovated New Total

Construction Construction Construction
1st Quartile $48.13/sq. ft.  $152.80/sq. ft.  $110.15/sq. ft.
Median $70.26/sq. ft.  $170.48/sq. ft.  $152.80/sq. ft.
3rd Quartile $101.00/sq. ft.  $185.00/sq. ft.  $174.53/sq. ft.

Source: HSDA website, Tennessee.gov/HSDA/article, HSDA, Applicant Toolbox, Construction Cost Per Square

Foot Ranges. Source of information is CON approved applications for years 2012 through 2014,
6/1/2015.
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4. Complete Historical and Projected Data Charts on the following two pages--Do not modify the Charts
provided or submit Chart substitutions! Historical Data Chart represents revenue and expense
information for the last three (3) years for which complete data is available for the institution.
Projected Data Chart requests information for the two (2) years following the completion of this
proposal. Projected Data Chart should reflect revenue and expense projections for the Proposal
Only (i.e., if the application is for additional beds, include anticipated revenue from the proposed
beds only, not from all beds in the facility).

Please see Attachment “Section C Economic Feasibility — 4 Historical & Projected Data Chart” located on
page 168 at the end of the application.

5. Please identify the project’s average gross charge, average deduction from operating revenue, and
average net charge. The Projected Data Chart was used as the source for the requested calculations.

Year One (Patient Days 3,119) Year Two (Patient Days 3,471)
Average Gross Charge $633.32 $658.67
Average Deduction $181.91 $198.22
Average Net Charge $451.41 $460.45
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HISTORICAL DATA CHART

Give information for the last three (3) years for which complete data are available for the facility or agency. The
fiscal year begins in (Month).

Year Year_ Year

A.  Utilization Data (Specify unit of measure)
B. Revenue from Services to Patients
1. Inpatient Services $ $ S
2. Outpatient Services
3. Emergency Services
4

Other Operating Revenue
(Specify)

Gross Operating Revenue §$ $ $

C. Deductions for Operating Revenue
1. Contractual Adjustments $ $ $_
2. Provision for Charity Care
3. Provisions for Bad Debt

Total Deductions $ $ $
NET OPERATING REVENUE $ $ $
D. Operating Expenses
1. Salaries and Wages $ $ &£
2. Physician’s Salaries and Wages
3. Supplies
4. Taxes
5. Depreciation
6. Rent
7. Interest, other than Capital
8. Other Expenses (Specify)
Total Operating Expenses $ $ $
E.  Other Revenue (Expenses) — Net (Specify) $ $ $
NET OPERATING INCOME (LOSS) $ $ $
F. Capital Expenditures
1. Retirement of Principal $ $ &£
2. Interest
Total Capital Expenditures $_ $ 8
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES L T S I
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PROJECTED DATA CHART
Give information for the two (2) years following the completion of this proposal. The fiscal year begins in

(Month).
Year Year__

Utilization Data (Specify unit of measure)
B.  Revenue from Services to Patients

1. Inpatient Services $ $

2 Outpatient Services

3. Emergency Services

4 Other Operating Revenue (Specify)

Gross Operating Revenue $ $

C. Deductions for Operating Revenue

1. Contractual Adjustments $ $

2. Provision for Charity Care

3. Provisions for Bad Debt

Total Deductions $

NET OPERATING REVENUE
D. Operating Expenses

1. Salaries and Wages $ $
2. Physician's Salaries and Wages
3.  Supplies
4. Taxes
5. Depreciation
6. Rent
7. Interest, other than Capital
8. Other Expenses (Specify)
Total Operating Expenses $ $
E.  Other Revenue (Expenses) -- Net (Specify) $
NET OPERATING INCOME (LOSS) $ $
F.  Capital Expenditures
1. Retirement of Principal $ $
2. Interest
Total Capital Expenditures $ $
NET OPERATING INCOME {LOSS)
LESS CAPITAL EXPENDITURES $ $
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Please provide the current and proposed charge schedules for the proposal. Discuss any
adjustment to current charges that will resuit from the implementation of the proposal.
Additionally, describe the anticipated revenue from the proposed project and the impact on
existing patient charges.

Year 1 (04/2019) Year 2 (04/2020)
Patient Charge/Reimbursement Proposed Proposed
Managed Care $414.78 $423.07
Medicare $463.23 $472.50
Private Pay $248.80 $258.75

The proposed CON project calls for the addition of 10 new SNF beds to the existing 94 bed
nursing home called NHC HealthCare, Cookeville. Please note that the existing rates for
NHC HealthCare, Cookeville can be found in Section C, Economic Feasibility, six (6) B.
Consequently, once the Medicare RUG rates were projected, they were inflated 3.0%
annually. The anticipated revenue from the proposed project is sufficient to produce positive
net operating income in year two of $12,790.
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Compare the proposed charges to those of similar facilities in the service area/adjoining
service areas, or to proposed charges of projects recently approved by the Health Services
and Development Agency. If applicable, compare the proposed charges of the project to the
current Medicare allowable fee schedule by common procedure terminology (CPT) code(s).

Please see Attachment “Section C — Economic Feasibility — 6b Estimated Rates” on page 198 at the
end of the application for a comparison of the proposed charges to those of similar facilities in
Putnam County. Please note that Medicare reimburses providers via a perspective payment system.
Providers are compensated equally based on the particular service rendered. A comparison of the
2014 rates, JAR, inflated 4.5% a year to the projected 2018 opening show the proposed charges to
be similar.
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10.

Discuss how projected utilization rates will be sufficient to maintain cost-effectiveness.

The projected utilization rates are sufficient to maintain cost-effectiveness. Please see the proforma
Projected Data Chart located in the Attachments to this CON application on page 171 including page 180
for a two-year projection showing utilization rates sufficient to maintain cost effectiveness.

Discuss how financial viability will be ensured within two years; and demonstrate the availability of
sufficient cash flow until financial viability is achieved.

The nursing home is projected within the second year to have sufficient positive cash flow to achieve
financial viability. (Please see Projected Data Chart on page 171 of the attachments and page 159
documenting the availability of sufficient cash for the project)

Discuss the project’s participation in state and federal revenue programs including a description
of the extent to which Medicare, TennCare/Medicaid, and medically indigent patients will be served
by the project. In addition, report the estimated dollar amount of revenue and percentage of total
project revenue anticipated from each of TennCare, Medicare, or other state and federal sources
for the proposal’s first year of operation.

The proposed project will be accessible to patients eligible for nursing home care. Medicare, insurance
and private funded payment sources and Medicaid are accepted by the center. Patient payor mix for NHC
HealthCare, Cookeville has been projected in the proforma based on NHC's experience and assumptions
based on the acute care market place needs.

The estimated dollar amount of revenue and percentage of total project revenue anticipated by payor
source for year one is as follows:

Medicare $1,149,988 81.68%

Managed Care $ 257,527 18.29%

Other Revenue $ 444 0.03%
Total $1,407,959 100%

Source: Attachments, page 196 of the financial proforma assumptions.

Provide copies of the balance sheet and income statement from the most recent reporting period
of the institution and the most recent audited financial statements with accompanying notes, if
applicable. For new projects, provide financial information for the corporation, partnership, or
principal parties involved with the project. Copies must be inserted at the end of the application,
in the correct alpha-numeric order and labeled as Attachment C, Economic Feasibility-10.

Please see Attachment “Section C Economic Feasibility - 2 page 159 at the end of the application for the

most recent audited financial statements for NHC (year end 12/31/2015) in the most recently available
10K.
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11.  Describe all alternatives to this project which were considered and discuss the advantages and
disadvantages of each alternative including but not limited to:

A discussion regarding the availability of less costly, more effective, and/or more efficient
alternative methods of providing the benefits intended by the proposal. If development of
such alternatives is not practicable, the applicant should justify why not; including reasons as
to why they were rejected.

After compiling all of the facts, it was decided that the best alternative would be to add ten (10) additional
beds to the existing 94 bed NHC HealthCare, Cookeville. This proposal will allow NHC HealthCare,
Cookeville to meet the long-term care needs of the residents of Putnam County and continue to offer the
medical community, as well as others, access to a convenient high quality provider that will help to
ensure continuity of care for its patients in the coming years.

(a) Do nothing. This option was rejected based on the centers occupancy and growing demand for

our services. The center badly needs to offer private rooms to our patients. This option would
not allow our center to modernize and offer patients and families the type of amenities they look
for when evaluating a long term care facility. Our desire is to continue to serve the local
hospitals and Putnam County residents’ health care needs for years to come.

(b) Request more than 10 beds. This proposal was considered but rejected because the proposed

ten (10) beds with allow an efficiency of operation and design by bringing the center closer to a
60 bed standard. The projected need in Putnam County is for an additional 51 Medicare beds in
2018.

(c) Request fewer than 10 beds. This proposal was considered but rejected based on project

financial feasibility and our goal to increase operational efficiency. To accommodate the
projected growth and need for skilled beds for the year 2018, additional beds should be added.
The bed need projected by the new Nursing Home Services, Certificate of Need Standards and
Criteria shows a need for 51 additional skilled beds by year 2018. Our request is for 10 beds to
open by middle 2017.

(d) Add 10 new Medicare beds to the existing 94 bed center along with the addition of 24 private

rooms and new therapy space, renovation of the kitchen and other ancillary areas and a new
storage building. This proposal was considered and accepted. The proposed project will be able
to use existing resources and continue to offer the skilled nursing services. The centers site is
in an area of town which offers good access to other areas of Putnam County. This proposal is
being pursued because it meets the projected needs and orderly development of the health care
community in Putnam County.

b. The applicant should document that consideration has been given to alternatives to new

construction, e.g., modernization or sharing arrangements. It should be documented that
superior alternatives have been implemented to the maximum extent practicable.

NHC has chosen an alternative that relies on both renovation and new construction by deciding to
utilize existing space within NHC HealthCare, Cookeville and to renovation existing center space.
Since the center was originally constructed in 1975, there are areas of the building and the original
design that can and will be addressed as part of this project that will bring the center up to today's
consumer expectations and demands.
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(lI) CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE

1. List all existing health care providers (e.g., hospitals, nursing homes, home care organizations,
etc.), managed care organizations, alliances, and/or networks with which the applicant currently
has or plans to have contractual and/or working relationships, e.g., transfer agreements,
contractual agreements for health services.

Transfer agreements have been established between all relevant health care providers in the community
including but not limited to the following:

Cookeville Regional Medical Center

Saint Thomas

Vanderbilt

Saint Thomas — Highlands Hospital

Livingston Regional Hospital

Erlanger - Chattanooga

Other Putnam County and surrounding health care providers

Contractual relationships have been drawn up with a Medical Director, Dietary Consultant, Physical
Therapist, Medical Record Consultant, and Therapists for other treatment such as oxygen therapy.
Contractual relationships are established with local dentists, optometrists, gerontologists and other
specialized physicians, in order to meet the needs of the patients.

A licensed pharmacist is a member of the Pharmacy Committee, and a pharmacy has been awarded a
contract to supply medications for the patients. If a patient does not wish to use the pharmacy with
which the facility has contracted, the patient will have the choice of the pharmacy he chooses to use
provided the pharmacy agrees to the mandates of the State regulations and the rules and regulations of
the nursing home.

It is the intent of this facility to meet all the requirements of the TN Department of Health with regard to
agreements, contractual arrangements and participation by health care professionals. The following is
the process, which has been established to coordinate and provide for a continuum of care in the project
in conjunction with other providers:

Purpose: The purpose of being actively involved in the community continuum of care is to provide the
consumer within our market area the opportunity to acquire the most appropriate level and type of
services for his/her needs. These needs relate to medical support, personal care, personal
maintenance and nutritional guidance. We will focus on coordinating our services with other health care
providers through effective communication and teamwork.

Targeted Population: Although the targeted population is diverse due to the multifaceted nature of the
continuum of care, two groups dominate NHC's particular services on the continuum.

1. Individuals in other community settings who need services devoted to rehabilitation and short-term
stays in the healthcare center.

2. Persons who can no longer be maintained or cared for in their current setting and need 24-hour
care for chronic and/or debilitating conditions of a long-term nature.

Methodology:
Step 1: Maintain a listing of Current Community Resources-This listing is categorized according to type

of service contact person for each organizations. Standard categories, with the function as it relates to
our facility include the following:
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Qrganization Function

Hospitals Discharge sub-acute patients to more cost-effective nursing centers.

Hospices Care for special group of terminally ill.

Residential Facilites  Residential institution for those unable to maintain independent lifestyles but do
not need intense Medical Care.

Assisted Living (ALF)  Group environment to prevent immediate admission to long-term care facility.

Home Health Care Provides Medical treatment on less expensive environment than institution.

Home Support Household or personal services essential to any home health care program.

Adult Day Care Needed respite service for family support while care provided at home.

Nutrition Programs Health promotions service which also acts to encourage socialization and
prevent isolation.

Senior Centers/ Acts to improve quality of life

Recreation Services and encourages socialization

Step 2: All potential nursing center patients and referrals are pre-screened to determine whether the
person's condition warrants admission to the nursing center. If admission to the nursing center is not
appropriate, and if the person's condition is such that he can be cared for at home with assistance, the
Admissions Director and the Social Services Director will refer the person and his family to the
appropriate service provider. This will ensure that elderly persons are not being inappropriately admitted
to the nursing center and coordination of other services is maintained.

For elderly persons admitted to the nursing center, discharge planning will ensure that patients are
discharged to a non-institutional setting when their physical condition improves. Discharge planning
begins upon the patient's admission to the center. At that time, the Admissions Director and Social
Services Director will meet with the patient and his family to discuss the availability of suitable
accommodations following discharge as determined by the initial assessment.

The patient's progress is monitored and reassessed on a regular basis to determine whether the patient
is a candidate for transfer to the community. The Social Services Director, who is part of the center's
interdisciplinary care team, will update each patient's medical record with progress notes regarding
discharge planning on a regular basis. If discharge has been determined to be appropriate, the Social
Services Director will advise the patient and his family of the availability of community support systems,
such as home health care, adult day care, etc. The Social Services Director will serve as the liaison
between the patient, his family, and the appropriate provider to coordinate the discharge home and the
linkage for support services.

Linkages to facilitate referrals and transfers are established through formal working agreements and
referral arrangements. These agreements are established prior to facility opening to ensure immediate
linkages. Given the fact that NHC already operates in Putnam County, the center addition will benefit
from established referral agreements with the targeted organizations listed above.

Responsible Position: The center's Admissions Director and Social Services Director are responsible for
ensuring that potential patients who inquire at the center for admission are referred to the appropriate
provider if admission to the nursing center is not warranted or if such service is needed. The Social
Services Director is responsible for discharge planning to ensure that patients are discharged from the
center when they are ready and that transfer to a semi-institutional setting or to home with appropriate
support services is successfully coordinated. Through their ongoing work, the Admissions Director and
Social Services Director will maintain linkages and working relationships with providers of non-
institutional services.

Desired Outcome: The desired outcome is to ensure that discharges and/or referrals to support services
are available and coordinated in a timely manner for patients who no longer require nursing home care
and for elderly inquiring at the center for services, but who are inappropriate for admission.

1) Become a strong link in the chain of health care providers as it relates to an overall continuum of

care.
2) improve and enhance proper service utilization.
3) Improve patients’ medical conditions by using available avenues.

4) Reduce cost by eliminating duplication of services.
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Measurement of Outcome: The Admissions Director and Social Services Director will maintain a record
of inquiries and referrals of elderly persons seeking long-term care services. These records are
reviewed through Quality Assurance and state licensure surveys to determine if appropriate referrals are
being made.

Patient medical records are reviewed on a regular basis by the interdisciplinary care team to determine if
discharge from the nursing center is appropriate, and if discharge planning goals are being updated or
modified. Discharge planning will also be monitored through Quality Assurance surveys and state
licensure surveys. Utilization review is conducted every month for Medicare patients. Monitoring of
discharge planning will promote the utilization of less intensive, non-institutional services whenever
possible.

To integrate and utilize other providers in the health care network the center has established and will
have linkages with others in the health care network through the following process:

Purpose: To promote the utilization of less intensive, non-institutional services such as home health
care, adult day care, meals on wheels, etc. Since the proposed nursing center will not offer these
services, linkages are established with providers of these services to ensure accessibility and transfer
when appropriate by nursing center patients.

Targeted Population: Persons targeted for referral to non-institutional services are those nursing center
patients whose health has improved to the point where they no longer require 24-hour nursing
supervision and are eligible for transfer to home or to a semi-institutional setting, with support services.
Referrals will also be made for persons inquiring at the center for long-term care services, but whom
after pre-screening, are determined to be inappropriate for nursing home admission.

Linkages are developed by the center with other providers in Putnam County to provide services not
offered by the center. Putnam County has over 9 home health agencies, 4 hospice and 3 assisted living
providers. Although the residents will have a choice in health care providers, following is a list of some
providers the facility will work with to provide services not offered by the center.

Home Health Agencies
Amedisys Home Health
CareAll

Deaconess

Highland Rim

NHC HomeCare
Suncrest Home Health
Quality Home Health
Intrepid

Hospice
Avalon

Caris Hospice
Gentiva
Upper Cumberland

Meals on Wheels
Area Meals on Wheels

Assisted Living Centers
Cedar Hills

Heritage Pointe
Morningside

Misc.

Diverse Medical Management
Trident USA

Psych-Services LLC

One Care Dental

Linde
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Desired Outcome: The desired outcome is to ensure that discharges and/or referrals to non-institutional
support services are available and coordinated in a timely manner for patients who no longer require
nursing home care and for elderly inquiring at the center for services, but who are inappropriate for
admission.

Consequently, transfer agreements are established between all relevant health care providers in the
community.

Contractual relationships are established with local dentists, optometrists and other specialized
physicians, in order to meet the needs of the patients.

A licensed pharmacist is a member of the Pharmacy Committee, and a pharmacy supplies medications
for the patients. If a patient does not wish to use the pharmacy with which the facility has contracted, the
patient will have the choice of the pharmacy he chooses to use provided the pharmacy agrees to the
mandates of the State regulations and the rules and regulations of the nursing home.

It is the intent of this facility to meet all the requirements of the TN Department of Health with regard to
agreements, contractual arrangements and participation by health care professionals.
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Describe the positive and/or negative effects of the proposal on the health care system. Please
be sure to discuss any instances of duplication or competition arising from your proposal
including a description of the effect the proposal will have on the utilization rates of existing
providers in the service area of the project.

National Health Corporation is requesting the authority to add 10 new Medicare SNF nursing home beds
to an existing 94 bed nursing home center located in the Cookeville, Tennessee market. The results are
seen to have positive effects for both the long-term care industry and the growing aging population in
Putnam County.

National HealthCare Corporation is one of the largest providers of post-acute care beds and services in
the State of Tennessee, of which National Health Corporation is a subsidiary. NHC HealthCare,
Cookeville is committed to providing the highest quality of care at maximum efficiency. Through the
proposed project, NHC will continue with its commitment to improve both efficiency and care in Putnam
County.

This project will serve as an expansion of needed skilled nursing home beds and services to the
residents of Putnam County. The proposed project will serve as a referral source for home health
agencies, assisted living centers, doctors and area hospitals. This project will not have negative effects
on the health care system of duplication or competition because the 10 beds represent only a fraction of
the 51 beds projected in the State’s formula to be needed by 2018 in Putnam County. In addition, these
beds will serve the growing quality care long term care bed needs in the acute care delivery system.
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Provide the current and/or anticipated staffing pattern for all employees providing patient care
for the project. This can be reported using FTEs for these positions. Additionally, please
compare the clinical staff salaries in the proposal to prevailing wage patterns in the service area
as published by the Tennessee Department of Labor & Workforce Development and/or other
documented sources.

For over forty years, NHC has been staffing and providing nursing home care in Putnam County. Staff
salaries used in the financial projects are reasonable in comparison with prevailing wage patterns in the
area. We know this to be true based on our ability to currently staff a nursing home to the required
levels in Putnam County as well as all or our other operations across the State of Tennessee and the
other state we operate in presently. Wage and salaries used in the proforma projections are consistent
with what is currently offering at NHC HealthCare, Cookeville, in the market area, and inflated forward to
center opening. Surveys conducted by the Tennessee Department of Labor and Workforce
Development by area allow NHC to remain competitive with staff salaries in comparison with prevailing
wage patterns in the area.

Please see Attachment “Section C Economic Feasibility — 4” located on page 197 at the end of
the application for the current and/or anticipated staffing pattern for all employees providing
patient care for the project reported using FTEs for these positions.

Please see Attachment “Section Il Contribution of Orderly Development — 3” located on page
204 at the end of the application for the for the comparison of the clinical staff salaries to
prevailing wage patterns in the service area as published by the Tennessee Department of Labor
& Workforce Development.
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Discuss the availability of and accessibility to human resources required by the proposal,
including adequate professional staff, as per the Department of Health, the Department of Mental
Health and Developmental Disabilities, and/or the Division of Mental Retardation Services
licensing requirements.

Please see Attachment “Section C Economic Feasibility — 4" located on page 197 at the end of the
application for a listing of projected human resources required by the proposal per the licensing
requirements of the Department of Health. The proposed project will require a total of 10.55 FTE's of
which 6.8 FTE’s are in nursing (LPN’s & Aides) (Year 2). NHC is approved to provide CNA training
programs in-house at many of its centers; it currently does not have that need at NHC HealthCare,
Cookeville, but nevertheless maintains the ability to staff the projected FTE increase based on its current
staff and potential employees on file.

Verify that the applicant has reviewed and understands all licensing certification as required by
the State of Tennessee for medical/clinical staff. These include, without limitation, regulations
concerning physician supervision, credentialing, admission privileges, quality assurance
policies and programs, utilization review policies and programs, record keeping, and staff
education.

The applicant has reviewed and understands ail licensing certification as required by the State of
Tennessee for medical/clinical staff. Specifically, the applicant is familiar with the Rules of the
Tennessee Department of Health, Board for Licensing Health Care Facilities, Chapter 1200-8-6,
Standards for Nursing Homes.

Discuss your health care institution’s participation in the training of students in the areas of
medicine, nursing, social work, etc. (e.g., internships, residencies, etc.).

NHC has been in operation for over 45 years and is currently operating NHC HealthCare, Cookeville, an
established center in Putnam County. NHC HealthCare, Cookeville has generated a lot of interest from
professional nursing personnel in the community. NHC recognizes that staffing shortages are an issue
across the nation. Nevertheless, NHC has operated in the Putnam County since 1975 and based on
that experience, does not expect to have a problem staffing the proposed project.

The anticipated medical personnel (FTE's) required for the ten (10) bed addition, at 95.1% occupancy in
year two, during the three shifts, is as follows:

Personnel Total FTE's
Aides 4.0

LPN's 2.80
Medical Records 0.25
Dietary 1.05
Laundry 0.35
Housekeeping 2.10

Staffing at long-term health care facilities is, of course, dependent on the availability of licensed and
unlicensed personnel in the market area. While a review of the general market area of this facility
indicates that NHC's recruitment efforts should have little impact on existing facilities, NHC has a
company-wide policy to provide in-house education and incentive programs to assist in obtaining
licensed as well as certified non-licensed personnel. Company strives to have each health care center
owned or managed by NHC will have two partners attending nursing school under a scholarship
program.

Secondly, NHC has identified areas in which there appear to be acute shortages of licensed personnel
and in these areas has an active scholarship program at all 2 and 4-year nursing schools, as well as a
recruitment effort with the graduating high school classes. This program, which was initiated in 1987,
has attained excellent success. In addition to the educational push for licensed personnel, the Company
operates a full in-house certification program for nurse aides and technicians. The program is headed
up by a registered nurse located in Knoxville, Tennessee, concentrates on utilizing existing vocational
schools and/or nonprofit groups to provide classroom space. Classes are run, on the average, every
two months and reach a dozen or so potential nurse aides or technicians in each program. At the end of
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the course, the individuals who graduate are eligible to participate as certified nurse aides in all of the
southeastern states, which have such certification courses.

Finally, the Company runs an intensive administrator-in-training program, which takes college graduates
and works them through a 24-month training program, learning every aspect of the management and
administration of long-term health care centers. More than half of the company's administrators are
presently graduates of this program. All in all, the company has the highest commitment to the
continuing education of its partners and the recruitment of qualified outside individuals with intent to
assist their educational activities to help meet the continuing health care needs of the aging population of
America.

National HealthCare Corporation prides itself and owes much of its success to over 11,000 partners.
NHC realizes that staffing of medical facilities across the country is becoming more of a problem.
However, NHC has managed to avoid many of the staffing problems experienced by other operators by
offering competitive salaries and extended benefits to all levels of personnel. The NHC philosophy is to
operate as a team, with every job having equal bearing on our desired goal to provide the best possible
long-term health care to the growing elderly population. All company partners are carefully screened for
each job to ensure that the best possible placement. The company attitude toward all its partners along
with competitive salaries and a friendly, secure, professional work environment has enabled NHC to
attract the kind of team that has made it so successful for over forty five (45) years. NHC also has many
strict requirements and company training programs (which are nationally recognized) that continue the
level of expertise necessary to deliver state of the art nursing care. Consequently, NHC has an
outstanding record for low staff turnover in the industry.

NHC HealthCare, Cookeville draws nurses from the surrounding market area. Staff is often acquired
from local advertising, recruitment at area colleges, and word of mouth from other partners. And as
stated previously, applicants are drawn from resumes kept on file by NHC.

To provide access by health professional schools and behavioral research projects NHC has established
the following:

Purpose: The purpose of NHC's established and proven recruitment plan is to recruit and maintain staff
in a variety of disciplines necessary to meet the needs of residents, and provide high quality patient care.
The recruitment plan is also used to eliminate and/or reduce reliance on nursing pool personnel and to
recruit the highest quality personnel available in the area with the potential for career advancement and
longevity. The beneficiaries of staffing retention are the patients that are provided with continuous,
superior care.

Targeted Staff Cateqories: All staff categories, including nursing, social service, administration, dietary,
housekeeping, laundry, and maintenance. Particular emphasis is placed on professional and non-
professional nursing personnel. NHC has experienced its primary shortage of staff in nurses and nurse
aides, and has targeted increased efforts toward the recruitment of personnel in these positions.

Methodology: This recruiting plan has been approved by the management of NHC and has been
implemented in all 74 facilities owned and/or managed by NHC. NHC HealthCare, Cookeville will use the
following methods:

National HealthCare Corporation's philosophy whenever adding new beds is that the time and effort
expended prior to opening in obtaining quality personnel is beneficial for both the company and the
patients of the facility. Thus, considerable effort is used to recruit a staff for the facility that meets
the following major criteria:

1)  Each staff member is attuned to the National HealthCare Corporation philosophy of
restorative nursing and emphasizing quality of life for our patients; and

2) To the extent possible, each staff member has a record of stable employment and a
commitment to both the facility and the elderly. The Administrator is trained in the
company Administrator program, and will likely be a member of the National HealthCare
Corporation corporate staff for training for approximately two (2) years. NHC currently has
(10) ten Administrators in its training program. The Administrator and the corporate staff
will tailor our Recruitment Plan to meet the local market. The goal of this plan is to put
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together a cohesive program of partner recruitment at the outset, which will enable the
facility to select and recruit an initial staff, which will have not less than 40% partner
retainage after five years.

In order to implement the Recruitment Plan and to recruit new partners after opening the facility,
the following methods are used:

The recruitment plan is updated annually to account for changes in local market conditions. A
great majority of staff personnel are recruited through traditional means, which include classified
advertisements, word of mouth among existing staff members and within the community at-large,
and through individuals approaching the facility on a walk-in basis to apply for employment. This
method has been quite successful for NHC in attracting staff of varied disciplines to its facilities.
National HealthCare Corporation owned and operated facilities enjoy an outstanding reputation in
their communities and offer prospective partners an opportunity for growth and advancement
while working for a quality nursing home operator in a clean, stable work environment at
competitive wages.

Currently NHC includes the following recruiting incentives in its package:

Highly competitive wages Non-partner Educational Loan Program
Tuition Reimbursement Continuing Education Program (C.E.U.s)
Ongoing skills training Earned Time Off

Group Life Insurance Group Health Insurance (w/ Dental)
Company-Paid Retirement Partner Stock Purchase Plan

Corporate promotions and recognition

For nursing personnel, additional recruitment steps are taken to supplement those described
above. The first step involves more intensified recruitment for the nurse aid positions to help
alleviate shortages experienced within the state. NHC has begun an aggressive recruitment
program in Tennessee for nurses and nurse aides aimed at the retired and semi-retired persons
living within the service area of its facilities. The program involves both advertising and
community outreach in order to invite this targeted group to visit the facility and explore
opportunities in the geriatric nursing field. An advantage of this program is the availability of
flexible hours, which conform to the needs of the prospective partner. NHC recognizes the
retiree/semi-retiree as the largest untapped work force in the service area and in Tennessee as a
whole, and desires to benefit from the broad experience, compassion, and understanding these
people can bring to the patients and other staff at the facility.

The second step to aid in recruiting nursing personnel to the facility involves integration with the
area's educational institutions. To assist with staff recruitment and promote community
involvement, the facility will work within the community in the following manner:

A. DON will serve with local advisory boards of Vocational Technical Schools. In addition, the
facility will provide a classroom for Certified Nursing Assistant, Advanced Certified Nursing
Assistant, and Home Health Aide Classes. This will provide NHC with an advantage for staff
recruitment. Upon graduation from each step, partners are given a banquet dinner,
certificates, and monetary raises.

B. NHC has established relationships with the following educational institutions to aid in
recruitment of qualified nursing personnel.

Tennessee Tech University
Tennessee College of Applied Technology — Livingston

Not only are top-notch applicants recruited from the above schools, but all major schools in the
Southeast are include in our recruiting plans. Also, all state and national association meetings are
well attended including an exhibit booth and display on recruiting. (This includes National meetings
of Nurses, Registered Physical Therapists, Speech Pathologists and Occupational Therapists.
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Responsible Positions: The overall recruitment plan is implemented initially by the facility's
administrator who then reports and has input and output from the National HealthCare
Corporation's corporate staff. On an ongoing basis, the Administrator working with department
heads are responsible for recruitment. The DON is heavily involved in the recruitment of LPN's and
RN's, as is the corporate staff.

Judy W. Powell, R.N., MS, is Senior Vice-President of Patient Services and is responsible for the
overall plan of National HealthCare Corporation.

Desired Outcome: The desired outcome is to attract and maintain a full, stable, motivated staff
capable of providing the level of patient care expected by the patient and Applicant alike and who
respect and strive to maintain the dignity of each and every patient. Particular emphasis is placed
on obtaining long-term partners.

Measure of Qutcome: The outcome is measured by monthly data collected, maintained and
reported in the monthly administrative meeting regarding manpower characteristics.
Specifically, the effectiveness of the Recruitment Plan is measured:
1) By the general success of the facility in staff recruitment;
By the partner turnover rate through either voluntary or involuntary dismissal;
By facility Quality Assurance and licensure ratings; and
By overall staff retention for various periods of time.
Hours of Nurse Registry used during the year.

D WN
~ e ~—

An overall turnover of 40% of the facility's initial staff and 70% of its professional staff after five
years is the goal of the program. Although at some times unavoidable, the use of nursing pool
personnel is considered unacceptable and represents a failure of the Recruitment Plan.

Giving partners a choice of a primary care assignment enhances low nursing turnover. A primary
care assignment consists of the same nurse and the same nursing assistant taking care of the
same patients every day. Partners who do not wish a permanent assignment may choose to work
"relief' assignments when primary-care partners are off.

Nursing Administration believes that this greatly improves the quality of continuity since partners
who retain the same patients are much more aware of individual patients’ preferences. In addition,
this enhances a bonding between patients, partners and patient families.

NHC HealthCare, Cookeville has 24-hour RN coverage.
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(a)

(b)

(c)

Please verify, as applicable, that the applicant has reviewed and understands the licensure
requirements of the Department of Health, the Department of Mental Health and
Developmental Disabilities, the Division of Mental Retardation Services, and/or any applicable
Medicare requirements.

The applicant has reviewed and understands the licensure requirements of the Department of Health,
and/or any applicable Medicare requirements.

Provide the name of the entity from which the applicant has received or will receive
licensure, certification, and/or accreditation.

Licensure: licensed by the State of Tennessee to provide nursing home services
Accreditation: Not Applicable

If an existing institution, please describe the current standing with any licensing, certifying, or
accrediting agency. Provide a copy of the current license of the facility.

NHC HealthCare, Cookeville is licensed by the State of Tennessee to provide nursing home services,
please see the attached current license.

Please see Attachment “Section C Economic Feasibility — 7(b) located on page 208 at the end of the
application for documentation from the most recent license.

For existing licensed providers, document that all deficiencies (if any) cited in the last
licensure certification and inspection have been addressed through an approved plan of
correction. Please include a copy of the most recent licensure/certification inspection with an
approved plan of correction.

Please see Attachment “Section C Economic Feasibility — 7(c) located on page 210 at the end of the
application for documentation from the most recent licensure/certification inspection and an approved
plan of correction.

Document and explain any final orders or judgments entered in any state or country by a licensing
agency or court against professional licenses held by the applicant or any entities or persons with
more than a 5% ownership interest in the applicant. Such information is to be provided for licenses
regardiess of whether such license is currently held.

Not Applicable, None.
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10.

11.

Identify and explain any final civil or criminal judgments for fraud or theft against any person or
entity with more than a 5% ownership interest in the project

Not Applicable, None.

If the proposal is approved, please discuss whether the applicant will provide the Tennessee Health
Services and Development Agency and/or the reviewing agency information concerning the number
of patients treated, the number and type of procedures performed, and other data as required.

If approved, the applicant will provide the Tennessee Health Services and Development Agency and/or the

reviewing agency information concerning the number of patients treated, the number and type of procedures
performed, and other data as required. The applicant files a Joint Annual Report Annually

64 National Health Corporation



PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of intent appeared with the mast and dateline
intact or submit a publication affidavit from the newspaper as proof of the publication of the letter of
intent.

Please see “Attachment — Proof of Publication” located on page 220 and the “Letter of Intent” located on
page 222 at the end of the application.

DEVELOPMENT SCHEDULE

Tennessee Code Annotated § 68-11-1609(c) provides that a Certificate of Need is valid for a period not to
exceed three (3) years (for hospital projects) or two (2) years (for all other projects) from the date of its
issuance and after such time shall expire; provided, that the Agency may, in granting the Certificate of
Need, allow longer periods of validity for Certificates of Need for good cause shown. Subsequent to
granting the Certificate of Need, the Agency may extend a Certificate of Need for a period upon
application and good cause shown, accompanied by a non-refundable reasonable filing fee, as
prescribed by rule. A Certificate of Need which has been extended shall expire at the end of the
extended time period. The decision whether to grant such an extension is within the sole discretion of
the Agency, and is not subject to review, reconsideration, or appeal.

1. Please complete the Project Completion Forecast Chart on the next page. If the project will be
completed in multiple phases, please identify the anticipated completion date for each phase.

2. If the response to the preceding question indicates that the applicant does not anticipate completing
the project within the period of validity as defined in the preceding paragraph, please state below
any request for an extended schedule and document the “good cause” for such an extension.

Form HF0004
Revised 05/03/04
Previous Forms are obsolete
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PROJECT COMPLETION FORECAST CHART

Enter the Agency projected Initial Decision date, as published in Rule 68-11-1609(c): 07/27/16

Assuming the COM approval becomes the final agency action on that date; indicate the number of days from the
above agency decision date to each phase of the completion forecast.

Anticipated Date
Phase DAYS REQUIRED (MONTH/YEAR)

1. Architectural and engineering contract signed 30 06/16

ke

2. Construction documents approved by the Tennessee
Department of Health

120 12/16
3. Construction contract signed 60 02/17
4. Building permit secured 30 03/17
5. Site preparation completed 60 0517
6. Building construction commenced 05/17
7. Construction 40% cornplete 120 09/17
8. Construction 80% complete 120 01/18
9. Construction 100% complete (approved for occupancy 90 04/18
10. *Issuance of license 30 05/18
11.  *Initiation of service 05/18
12, Final Architectural Certification of Payment

90 08/18
13.  Final Project Report Form (HF0055) 08/18

For projects that do NOT involve construction or renovation: Please complete items
10 and 11 only.

Note: If litigation occurs, the completion forecast will be adjusted at the time of the final determination to reflect
the actual issue date.
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STATE OF Tennessee

AFFIDAVIT

COUNTY OF

Rutherford

Bruce K. Duncan

that he/she is the applicant named in this application or his/her/its lawful agent, that this
project will be completed in accordance with the application, that the applicant has read the
directions to this application, the Rules of the Health Services and Development Agency, and

T.C.A. § 68-11-1601, et seq., and that the responses to this application or any other

questions deemed appropriate by the Health Services and Development Agency are true and

| }@
%‘{, Assistant Vice President

complete.

Sworn to and subscribed before me this _12th day of

Public in and for the County/State of

My commission expires

SIGNATURE/TITLE

January

, being first duly sworn, says

, 2016 a Notary

(Month) (Year)

Rutherford/Tennessee

Dhsliriis (@

NOTARY PUBLIC
[l Do
(Month/Day) ' (Year)
MNe o
= b "5f}/
. ;;C-I:f;‘?';'c
e
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Section A. Applicant Profile - 4
Type of Ownership or Control

Articles of Organization, Certificate of Existence, Organizational Chart &
Listing of Other Nursing Facilities owned by National Health Corporation

National Health Corporation
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STATE OF TENNESSEE

Tre Hargett, Secretary of State

Division of Business Services

William R. Snodgrass Tower
312 Rosa L. Parks AVE, 6th FL
Nashville, TN 37243-1102

Name:

Filing Information

NATIONAL HEALTH CORPORATION

General Information

SOS Control #
Filing Type:

Status:
Duration Term:

000180082

For-profit Corporation - Domestic
10/30/1986 4:30 PM

Active
Perpetual

Registered Agent Address

NATIONAL REGISTERED AGENTS, INC,

STE 2021
800 S GAY ST

KNOXVILLE, TN 37929-9710

Formation Locale: TENNESSEE
Date Formed: 10/30/1986
Fiscal Year Close 12

Principal Address
KATHY HENDERSON

STE 1400

100 E VINE ST
MURFREESBORO, TN 37130-3773

The following document(s) was/were filed in this office on the date(s) indicated below:

Date Filed Filing Description Image #
01/27/2016 2015 Annual Report B0182-7818
Principal Address 3 Changed From: No value To: KATHY HENDERSON
02/27/2015 2014 Annual Report B0061-0225
02/19/2014 2013 Annual Report 7288-1904
03/05/2013 2012 Annual Report 7156-2936
02/06/2013 Registered Agent Change (by Agent) 7142-1640
Registered Agent Physical Address 1 Changed From: 2300 HILLSBORO RD To: 800 S GAY ST
Registered Agent Physical Address 2 Changed From: STE 305 To: STE 2021
Registered Agent Physical City Changed From: NASHVILLE To: KNOXVILLE
Registered Agent Physical County Changed From: DAVIDSON COUNTY To: KNOX COUNTY
Registered Agent Physical Postal Code Changed From: 37212-4927 To: 37929-9710
02/22/2012 2011 Annual Report 7002-0466
Principal Address 1 Changed From: 100 VINE STREET To: 100 E VINE ST
Principal Address 2 Changed From: SUITE 1400 To: STE 1400
Principal Postal Code Changed From: 37130 To: 37130-3773
Principal County Changed From: No value To: RUTHERFORD COUNTY
02/08/2011 2010 Annual Report 6828-1919
2/23/2016 3:34:24 PM Page 1 of 3



Filing Information

Name: NATIONAL HEALTH CORPORATION

02/11/2010 2009 Annua! Report

03/19/2009 2008 Annual Report

11/20/2008 Registered Agent Change (by Agent)
Registered Agent Physical Address Changed

08/14/2008 Registered Agent Change (by Entity)

Registered Agent Physical Address Changed
Registered Agent Changed
03/17/2008 2007 Annual Report

03/27/2007 2006 Annual Report
10/12/2006 Registered Agent Change (by Entity)

Registered Agent Changed
03/08/2006 2005 Annual Report

03/28/2005 2004 Annual Report
03/05/2004 2003 Annual Report
03/26/2003 2002 Annual Report
02/04/2002 2001 Annual Report
02/15/2001 2000 Annual Report
06/16/2000 Notice of Determination
02/29/2000 1999 Annual Report
05/14/1996 Articles of Amendment

Name Changed
12/28/1994 Merger
Name Changed
Merged Control # Changed From: 000155589
Merged Control # Changed From: 000180082
12/03/1990 Articles of Amendment
Shares of Stock Changed
06/16/1990 Administrative Amendment

Fiscal Year Close Changed
04/12/1989 Articles of Amendment
Shares of Stock Changed
Principal Address Changed
Registered Agent Physical Address Changed
Mail Address Changed
12/14/1988 Articles of Amendment

2/23/2016 3:34:24 PM

6654-0703
6480-1097
6893-2556

6363-2092

6248-2456
6002-1948
5876-1273

5710-1210
5403-0714
5058-2209
4768-2333
4411-0263
4124-0517
ROLL 3932
3840-2773
3171-3082

2931-1548

2001-1262

FYC/REVENU
E

1234-0386

1080-0720

Page 2 of 3



Filing Information

Name: NATIONAL HEALTH CORPORATION

Shares of Stock Changed
12/12/1988 Avrticles of Amendment
Shares of Stock Changed
Principal Address Changed
Registered Agent Physical Address Changed
Registered Agent Changed
04/04/1988 Avrticles of Amendment
Name Changed
01/19/1988 Articles of Amendment
Shares of Stock Changed
10/30/1986 Initial Filing

Active Assumed Names (if any)

1074-0279

795-1816

747-1123

647 00950

Date = Expires

2/23/2016 3:34:24 PM

Page 3 of 3
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ARTICLES OF AMENDMENT TO THE CHARTER

FILED

PR

OF

£ 1Y NATIONAL HEALTHCARE CORPORATION

——

R ¥ Sl I 1 = [
!‘h_ 5 hooid ".,\;. 1 -_':
oo |

ST LA F’ursuant to the provisions of Section 48-20-106 of the Tennessee Business
Corporation Act, the undersigned corporation adopts the following articles of
amendment to its charter:

Tie The name of the corporation is National HealthCare Corporation.
2. The amendment as adopted is:
(a)  The name of the corporation is changed to:
National Health Corporation
3. The corporation is a for-profit corporation.

4. The amendment was duly adopted by the Board of Directors and by the
sole shareholder of the corporation on December 11, 1995, to be effective January 1,

1995.
_.\»(_

Dated: May &, 1996

NATIONAL HEALTHCARE CORPORATION

o Ll PGk

Richard F. LaRoche Jr.\
Senior Vice President

RECORDING FEE__{3.Q0 o
STATE TAX — n]*e of Tennessee, Rutharfsrd County s

REGISTER'S FRE__ — Rzpistor of said county and state do certify that the
TOTEL PAID 00 nent i registered mosaio office In book
RECEIPT MO, L DT ﬂfrﬁ s /ng 1S 14T
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ARTICLES OF MERGER
OF
2959

... NATIONAL HEALTHCARE CORPORATION
AL (a Tennessee corporation)

WITH AND INTO

NATIONAL HEALTH CORPORATION
(a Tennessee corporation)

Pursuant to the provisions of Section 48-21-107 of the Tennessee Business
Corporation Act, the domestic corporations herein named adopt the following Articles of
Merger:

1. The Plan and Agreement of Merger attached hereto and made a part hereof

is the plan of merger for merging National HealthCare Corporation, a Tennessee
corporation, with and into National Health Corporation, a Tennessee corporation.

2. The approval by the sole shareholder of National HealthCare Corporation
is required to effect the merger, and the attached Plan and Agreement of Merger was duly
approved by such shareholder on October 25, 1994.

3. The approval by the sole shareholder of National Health Corporation is
required to effect the merger, and the attached Plan and Agreement of Merger was duly
approved by such shareholder on October 25, 1994.

4, National Health Corporation will continue its existence as the surviving
corporation and will change its name to "National HealthCare Corporation" upon the
effective date of the merger.

5. The merger shall become effective as of 12:01 a.m., January 1, 1995.

Executed as of the 22 _ day of December, 1994.

NATIONAL HEALTHCARE CORPORATION

By: /Q\e’,{,&ﬂ‘ QA’C lﬁ)f?@‘\?' (’)

Its: <3 - QP

43730-1
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Rlchard F. LaRoche, Jr.
Senior Vice President

43730-1
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PLAN'AND AGREEMENT OF MERGER

This Pla_n' and ;&greenlent of' Merger (the "Plan of Merger") is entered into by and between
NATIONAIL; HEALTHCARE CORPORATION, a Tennessee corporation ("NHCC") and
NATIONAL HEALTH CORPORATION, a Tennessee corporation ("NHC").

NOW, THEREFORE, the parties agree as follows:

1. Terms and Conditions of Merger; Method of Effecting Merger. Upon the Effective
Date (as hereinafter defined), NHCC shall merge with and into NHC with NHC being the surviving
corporation. The merger shall be effected by the filing of Articles of Merger with the Tennessee
Secretary of State.

2. Manner of Converting Shares. Each issued and outstanding share of NHCC will be
cancelled and no longer deemed to be outstanding without any action on the holder's part. The
separate corporate existence of NHCC shall cease as of the Effective Date.

3. Assumption of Rights and Liabilities by NHC. Upon the Effective Date, NHCC shall
be merged into NHC and NHC shall assume all of NHCC's obligations. All rights, powers, privileges
and all debts due to NHCC shall be vested in NHC as the surviving corporation.

4, Name Change. NHC shall continue its existence as the surviving corporation and will
change its name to "National HealthCare Corporation" upon the Effective Date of the merger.

5. Effective Date. The effective date and time of the merger for accounting, legal and
tax reimbursement shall be 12:01 a.m., January 1, 1995.

IN WITNESS WHEREOF, the undersigned have executed this Plan and Agreement of
Merger as of the Z2 _day of December, 1994.

NATIONAL HEALTH CORPORATION NATIONAL HEALTHCARE CORPORATION
By: Q\LC@//[ O) F h%f(éd/ By: QA(‘Z@‘“ Q“F R/%fé&'
Richard F. LaRoche, Jr. ' Its: SrUP )

Senior Vice President

Nole

State of Tennessee, Rutherford County
|, Mark H. Moshea, Regi id coun 2 i —

. o.s £3 eblster. ofsad‘co inty apd st_t.e do Eertufy that the STATE TAX —
faregoing instrument is registered said office in book o —

n oS REGISTERSFEE =

LOORDING FrE
43763-1
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T Mark H. Moshea, Reg. M&LA%W NC. 2.0
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ARTICLES OF AMENDMENT TO CHARTER

OF

NATIONAL HEALTH CORPORATION

Pursuant to the provisions of Section 48-20-106 of the
Tennessee Business Corporation Act, the undersigned corporation

adopts the following Articles of Amendment to its Charter:

1. The mname of the corporation is NATIONAL HEALTH
CORPORATION.
2. The charter amendments hereby adopted are as follows:
a. The number of shares which the Corporation is

authorized +to issue shall be increased from
100,000,000 shares, $1.00 par value per share, to
500,000,000 shares of common stock.

The following shall be and hereby are added as new
paragraphs to the charter of National Health Corporation, as
heretofore amended or restated:

b. To the fullest extent permitted by the Tennessee
Business Corporation Act as the same became
effective on January 1, 1988 or as it may thereafter
be amended from time to time, a director of the
corporation shall not be liable to the corporation
or its shareholders for monetary damages for breach
of fiduciary duty as a director. If the Tennessee
Business Corporation Act is amended, after approval
by the shareholders of this provision, to authorize
corporate action further eliminating or limiting the
personal liability of a director, then the liability
of a director of the corporation shall be eliminated
or limited to the fullest extent permitted by the
Tennessee Business Corporation Act, as so amended
from time to time. Any repeal or modification of
this Section 8 by the shareholders of the
corporation shall not adversely affect any right or
protection of a director of the corporation existing
at the time of such repeal or modification or with
respect to events occurring prior to such time.

C. Each person who was or is made a party or is
threatened to be made a party to or is otherwise
involved in any action, suit or proceeding, whether
civil, criminal, administrative or investigative and
whether formal or informal (hereafter a



o)

"proceeding"), by reason of the fact that he is or
was a director of the corporation or is or was
serving at the request of the corporation as a
director of another corporation or of a partnership,
joint venture, trust or other enterprise, including
service with respect to employee benefit plans
(hereinafter an "indemnitee"), whether the basis of
such proceeding is alleged action in an official
capacity as a director or in any other capacity
while serving as a director shall be indemnified and
held harmless by the corporation to the fullest
extent authorized by the Tennessee Business
Corporation Act, as the same became effective on
January 1, 1988 or may thereafter be amended (but,
in the case of any such amendment, only to the
extent that such amendment permits the corporation
to provide broader indemnification rights than such
law permitted the corporation to provide prior to
such amendment), against all expense, liability and
loss (including but not limited to counsel fees,
judgments, fines, ERISA, excise taxes or penalties
and amounts paid in settlement) reasonably incurred
or suffered by such indemnitee in connection
therewith and such indemnification shall continue
as to an indemnitee who has ceased to be a director
and shall inure to the benefit of the indemnitee's
heirs, executors and administrators. The right to
indemnification conferred in this Section shall be
a contract right and shall include the right to be
paid by the corporation the expenses incurred in any
such proceeding in advance of its final disposition
(hereinafter an "advancement of expenses") ;
provided, however, that an advancement of expenses
incurred by an indemnitee shall be made only upon
delivery to the corporation of an undertaking, by
or on behalf of such indemnitee, to repay all
amounts so advanced 1f it shall ultimately be
determined by final judicial decision from which
there is no further right to appeal that such
indemnitee is not entitled to be indemnified for
such expenses under this Section or otherwise
(hereinafter an 'undertaking"); the ' indemnitee
furnishes the corporation with a written affirmation
of his good faith belief that he has met the
standards for indemnification under the Tennessee
Business Corporation Act; and a determination is
made that the facts then known to those making the
determination would not preclude indemnification.

The corporation may indemnify and advance expenses
to an officer, employee or agent who is not a
director to the same extent as to a director by
specific action of its hoard of directors or by
contract.

1w XS

4

st

10



¢

2

r
§

fb

The rights to indemnification and to the advancement
% Zlor expenses conferred in this Section 9 shall not
be exclusive of any other right which any person may
have or hereafter acquire under any statute, this
:Charter, bylaw, agreement, vote of stockholders or
disinterested directors or otherwise.

The corporation may maintain insurance, at its
expense, to protect itself and any director,
officer, employee or agent of the corporation or
another corporation, partnership, joint venture,
trust or other enterprise against any expense,
liability or loss, whether or not the corporation
would have the power to indemnify such person
against such expense, liability or loss under the
Tennessee Business Corporation Act.

3. The corporation is a for-profit corporation.

4. The amendment was duly adopted by the Jjoint unanimous
written consent of the board of directors and shareholders of the
corporation on Neuembef—% 1990.

Ockabo . 23D

5. The amendment shall be effective when these articles are
filed with the Secretary of State.

ot
Dated: November 27— , 1990. NATIONAL HEALTH CORPORATION

o bl bl

Richard F. LaR che, Jr.
Sen10rV1cePre51dent
and Secretary

GAC/d9

char-ame.nhe
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NATIONAL HEALTH CORPORATION

Pursuant to the provisions of Section 48-16-102 and 48-20-106 of the
Tennessee Business Corporation Act, the undersigned corporation adopts the
following Articles of Amendment to its Charter:

1. The name of the corporation is NATIONAL HEALTH CORPORATION.

2. The charter amendments hereby adopted are as follows:

3. The

The numnber of shares which the Corporation is authorized to issue
shall be increased from 40,000,000 shares, $1.00 par value per share,
to 100,000,000 shares of common stock.

Without the consent of a majority of the shareholders, the Board of
Directors shall not be authorized to issue any authorized but unissued
shares to any person other than existing shareholders.

The corporation's registered office is located at 100 Vine Street,
Suite 1400, Murfreesboro, County of Rutherford, Tennessee 37130. The
corporation's registered agent at that office is Richaxd F. LaRoche,

Jr., duly authorized officer and General Counsel.

The corporation's principal office is located at 100 Vine Street,
Suite 1400, Murfreesboro, County of Rutherford, Tennessee 37130.

The mailing address for the corporation is P. O. Box 1398,
Murfreesboro, Tennessee 37130.

corporation is a for-profit corporation.

Health Corporation are hereby ratified and affirmed.

5. The

amendment was duly adopted at a meeting of the Board of Directors and

shareholders of the corporation held on Aprilzg , 1989.

|

|

Dated: April 10, 1989. NATIONAL HEALTH CORPQRATION
. ’
L e P,
BOMER JONES, REGISTER BY: ]‘:.,Lf.ﬁtﬂ?f Cl r}\ KXL;:“I

RUTHERFORD COUNTY, TENNESSEE
7y 2 1959
Received 20 /Gy fe Ok

Richard F. LaRoche, J¥.
Senior Vice President & Secretary
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ARTICLE OF AMENDMENT TO CHARTER

OF

NATIONAL HEALTH CORPORATION

Pursuant to the provisions of Section 48-16-102 and 48-20-106 of the

Tennessee Business Corporation Act, the undersigned corporation adopts the
following Articles of Amendment to its Charter:

1. The name of the corporation is NATIONAL HEALTH CORPORATION.

2. The charter amendments adopted are as follows:

a. The number of shares which the Corporation is authorized to issue

) shall be increased from 20,000,000 shares, $1.00 par value per share,
to 40,000,000 shares at $1.00 par value.

b. Without the consent of a majority of the shareholders, the Board of
Directors shall not be authorized to issue any authorized but unissued
shares to any person other than existing shareholders.

3. The corporation is authorized to issue up to 40,000,000 shares of stock.

4. The corporation's registered office is located at 814 South Church Street,
Murfreesboro, County of Rutherford, Tennessee 37129. The corporation's
registered agent at that office is Richard F. LaRoche, Jr., duly
authorized officer and General Counsel.

5. The corporation's principal office is located at 814 South Church Street,
Murfreesboro, County of Rutherford, Tennessee 37130.

6. The corporation is a for-profit corporation.

7. All of the other terms and conditions of the original Charter of National
Health Corporation are hereby ratified and affirmed.

8. The amendment was duly adopted at a meeting of the shareholders of the
corporation on October 27, 1988, and at a meeting of the Board of
Directors of the corporation on October 27, 1988.

Dated: December 13, 1988. NAT AL HEALTH CORPORATION

i )

RUTHERFORD COUNTY, TENNESSEE
Received [lec_[fﬁ 19 8 i

Time
Notebook ,ifZPﬂBE m_dllii RECONDMIG Rk ___——iz;Lz——"“'
\%’mgt BOOK PAGE fi‘ 17 OAETM  ————

Deputy

BY:&

HOMER JONES, REGISTER Rithard F. LaRcche, Jr.

Senior Vice President & Secfetary
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ARTICLE OF AMENDMENT TO CHARTER

x

OF

Ibﬁ???i

[Wiat
Pursuant to the provisions of Section 48-16-102 and 48-20-106 of the

NATIONAL HEALTH CORPORATION

" Tennessee Business Corporation Act, the undersigned corporation adopts the

following Articles of Amendment to its Charter:

1.

2.

The name of the corporation is NATIONAL HEALTH CORPORATION.
The charter amendments adopted are as follows:

a. The number of shares which the Corporation is authorized to issue
shall be increased from 10,000,000 shares, $1.00 par value per share,
to 20,000,000 shares at $1.00 par value.

b. Without the consent of a majority of the shareholders, the Board of
Directors shall not be authorized to issue any authorized but unissued
shares to any person other than existing shareholders. -

The corporation is authorized to issue up to 20,000,000 shares of stock.

The corporation's registered office is located at 814 South Church Street,
Murfreesboro, County of Rutherford, Tennessee 37129. The corporation's
registered agent at that office is Richard F. LaRoche, Jr., duly
authorized officer and General Counsel.

The corporation's principal office is located at 814 South Church Street,
Murfreesboro, County of Rutherford, Tennessee 37130.

The corporation is a for-profit corporation.

All of the other terms and conditions of the original Charter of National
Health Corporation are hereby ratified and affirmed.

The amendment was duly adopted at a meeting of the shareholders of the
corporation on October 27, 1988, and at a meeting of the Board of
Directors of the corporation on October 27, 1988.

Dated: November 9, 1988. NATIONAL HEALTH COR?Q%STIO
m=?ﬁhﬁml4:ﬁﬁff£a<%’J

= ——
’.C((f;" e REGISTER -
717 {s i oDy COUNTY , TENNESSE
i (I THERFOKD COUNIL-»
— e e : 1984

1 C)O J
“wwmﬁi /’ké/___/’:— Richard F. LaRoche, 'Jr.\

Senior Vice President & Secretary

: POMER JONES !

NO?‘;ADOCR__,_;Q—QP%E
, i 00K
Deputy__ £ e e
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| Time /L _,f_j’——
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ARTICLES OF AMENDMENT TO CHARTER

o - '/’;‘h
OF TR F 2,09

PR NHESOP, INC. SeeswrRg 32280

Pursuant to the provisions of Section 48-16-102 and 48-20-106 of the
Tennessee Business Corporation Act, the undersigned corporation adopts the
foliowing Articles of Amendnient to 1ts Charter:

1. The name of the corporation is NHESOP, Inc.
2. The charter amendments adopted are as follows:

a. The number of shares which the Corporation has authorized to issue
shall be increased from 2,000,000 shares, $1.00 par value per share,
to 10,000,000 shares at $1.00 par value.

b. Without the consent of a majority of the shareholders, the Board of
Directors shall not be authorized to issue any authorized but unissued
shares to any person other than existing shareholders.

3. The corporation is authorized to issue up to 10,000,000 shares of stock.

4. The corporation's registered office is located at 814 South Church Street,
Murfreesboro, County of Rutherford, Tennessee 37130. The corporation's
registered agent at that office is Richard F. LaRoche, Jr., duly
authorized officer and General Counsel.

5. The corporation's principal office is located at 814 South Church Street,
Murfreesboro, County of Rutherford, Tennessee 37130.

6. The corporation is a for-profit corparation.

7. A1l of the other terms and conditions of the original Charter of NHESOP,
Inc. are hereby ratified and affirmed.

8. The amendment was duly adopted at a meeting of the shareholders of the

corporation on January 16, 1988, and at a meeting of the Board of
Directors of the corporat1on on January 16, 1988.

Dated: January 18, 1988. NHESE;EI : F%—f
E_'omer Joney, Reglokse of Reribhewford County, do certify that ard F. LaRoche, .

Oredein g imr. aeid S selodminad 1 gald Qfﬁ 8 in b Semor V'ICE Pres1dent § Secretary
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- ARTICLES OF AMENDMENT TO THE CHARTER OF

NHESOP, INC.

Pursuant to the provisions of Section 48~1-301 of the Tennessee General
Corporation Act, the undersigned corporation adopts the following Articles of
Amendment to its Charter:

1. The name of the corporation is NHESOP, Inc.

2. The amendment adopted is to change the name of the corporation to
NATIONAL HEALTH CORPORATION.

_3. The amendment was duly adopted by a majority of the shareholders of
the Corporation on April 1, 1988.

4. This amendment shall be effective when these articles are filed by the

Secretary of State.

Dated this the 1st day of April, 1988.

NHESOP, INC.

":) e

H 1
BY ‘1\-5 ‘." lj\“ﬁ‘ ‘{—l"f.:!
R1chard F LaRoche, WJr.;' Secretary
1, Homer Jomes, Hegkddr of Rudbiertord Counky, de o vy 1At

ArodH s  bEIERet W oty skl In =il nf;:w m b ,5\‘
S ovege fj yunt 15 wan rsoeived ___ (E

at 1 Y o'elenk _ A g pudeed 10 m»ﬁJJf gl \DQS"

£ : mneer-t\, m:g f’ﬂiur/_i i \f fif— s Depud




afcr‘”*’;uo(, .

fl'..

B85 ocr ga OF TENNESSEE
ﬁf li?kn
oF
NHESOP, INC.

FEB 7 1988 .
The underslgned natural person, having capacity to contract and ‘acting as the
mwdamﬁmmmmmwtmaumum
following charter for such corporation. &f A 7 .
1 ,/’Q‘;:.‘:.zg'j'futr/f_-u o ’\ ’J_L'__i_;,{if

The name of the corporation is NHESOP, INC,
1I.
The duration of the corporation is perpetual.
: = m -

The address of the principal office of the corporation in the State of Tennessee shall

814 South Church Street
Mur{reesboro, Rutherford County, Tennessee 37130

Iv. ,
The corporation is for profit.
V.
The purpcse or purposes for which the corporation is organized are:

To engage in the business of providing managerial services and related
administrative selrvices,for business entities and to otherwise engage in any
lawful act or activity for which corporations may be organized under the
Tennessee General Corporation Law.

To transact any of the foregoing business, acting for itself, or acting for
another, or to become a partner or joint venturer in any partnership, or joint
venture, engaged in any business which this Corporation is s vthorized to engage
in on its own behalf, and to adopt such assumed name or names as the directors
of the Corporation may, by molutlon, direct, and the directors of the
Corporation shall authorize officers to certify a person or persons to act for the
corporation in the conduet of any business, including jolnt venturs or partner-
ship buunea.

. G mmmummmcm&nmmm
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without pretemnces Caf Merﬁgbma\ Pghts. Substantially all the shares of the Corporation
may be owned, at /8 OfFeggoniy by ,?p;oym of the Corpomuon or. trusts forming part of
employoa benefit plans which are described in Sectlon 40Xa) ot tha lntemal Revenue Code of
- 1986, or sugcessor provisions, 5

VIL FEB 17 1988

. The. corporation will not commenca busl.nm until eonsidoration of' One Thousand B
Dollars (smuo.uo) has been received for the issuance of shares.: :.mr' £ ;

Any corporate action upon which a vote of stockholdaru ia reqtﬁ;ed or parmitted may ,;____

be taken without a meseting on written consent, setting forth the action so taken, signed by
all of the persons entltled to vote thereon. Dlrectors may take any action which they are
required or permitted to take without a meeting on written consent, setting forth the action
so taken, signed by all of the Dlrec;ors.

X.
The Board of Directors is expressly authorized to amend, alter or repeal the bylaws of
the corporation. The number of Directors shall be fixed by the bylaws and iha Board of

Directors may change the number of Directors by amending the bylaws, which amendment
shall require the vote of a majority of the Board.

X.

The Board of Directors, by a resolution adopted by a majority of the entire Hoard, may
designate an executive committee, consisting of two or more Directors, and other commit-
tees, consisting of two or more persons who may or may not be Directors, and may delegate
to such committee or committees all such authority of the Board that it deems desirable,
pursuent to and subject to the limitations of Section 48-1-810 of the Tennessese Code _ --::_.'——'
Annotated. '

DATED this__ 29%  dayof  O)edeloe , 1986.

NHESOP, INC.

o Dedndl £ PR

RICHARD F. LaROCHE, JR.
Incorporator
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National Health Corporation owns the following nursing facilities:
South Carolina

NHC HealthCare, Sumter
1018 N. Guignard Drive
Sumter, SC 29151

Tennessee

NHC HealthCare, Cookeville
815 South Walnut Avenue
Cookeville, TN 38501

NHC HealthCare, Lawrenceburg
374 Brink Street
Lawrenceburg, TN 38464

NHC HealthCare, Murfreesboro
420 N. University Street
Murfreesboro, TN 37130

NHC HealthCare, Oak Ridge

300 Laboratory Road
Oak Ridge, TN 37830

20



Section A. - Applicant Profile - ltem 6 Legal Interest in the Site

Deed

National Health Corporation
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' wlle  Heatt (are Cntr THIS INSTRUMENT PREPARED BT
(ooltesille Heattt (as ‘ RICHARD F. LaROCHE, JR. R
o Bo® 221 ATTORNEY AT LAW <
Cicol T 850N MURFREESBORO, TN. 37130 49@

WARRANTY DEED RESULTING FROM PLAN OF REORGANIZATION OF CORPORATION

FOR AND IN CONSIDERATION of the completion of those certain Plans of
Reorganization as passed by the Board of Directors and Shareholders of
COOKEVILLE HEALTH CARE CENTER , INC. and NATIONAL HEALTH CORPORATION,
all as to be appropriately filed with the Secretary of State of the State of
Tennessee BRKIXXXXXXXXXXXXXXXXX and in additional consideration of the assumption
by the Grantee herein of all Tiabilities on the property conveyed herein,

including any obligations secured by D?ng__gf. Trust or Mortgages on the

property, the undersigned  COOKEVILLE HEALTH CARE CENTER » INC.,
a Tennessee corporation and NATIONAL HEALTH CORPORATION, a Tennessee
corporation, do hereby sell, assign and transfer unto NATIONAL HEALTHCORP L.P.,
a Delaware limited partnership, (qualified to do business in this jurisdiction)
with NHC, Inc., a Tennessee corporation, as Managing General Partner, W. Andrew
Adams as Special General Partner, and NHESOP, Inc., a Tennessee corporation, as
Administrative General Partner, that certain tract or parcel of real estate as
more particularly described on Exhibit A attached hereto and incorporated herein
as though copied verbatim; and, additionally, hereby quitciaim unto NATIONAL
HEALTHCORP L.P. any and all other realty vested in Grantor although not
specifically identified herein.

The Limited Partnership Agreement of NATIONAL HEALTHCORP L.P. grants and
vests in NHC, Inc., a Tennessee corporation, the Managing General Partner, the
sole and absolute authority and right to subsequently transfer, convey,
encumber, mortgage, pledge, lease, sell, assign or otherwise dispose of all or a

part of the dinterest in the real estate attached as Exhibit A on its

BILL RIPPETOE

ASSESSOR OF PROPERTY

PUTNAM CO.

MAPLL B GR A  PAR. /70
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signature as Managing General Partner, and no other Special General Partner or
Administrative General Partners' signature or approval is necessary.

TO HAVE AND TO HOLD the said real estate, together with the appurtenances,
estate, title and interest thereto belonging unto the said NATIONAL
HEALTHCORP L.P., a Deldware limited partnership, its successors and assigns,
forever.

THE GRANTORS do hereby covenant with the said Grantee that they are Tawfully
seized and possessed of said real estate, have a good right to convey the same
and that it is unencumbered, except as set forth in Exhibit A.

THE GRANTORS further covenant and bind themselves, their successors and
representatives to forever warrant and defend the title to said real estate to

the said Grantee, its successors and assigns, against the lawful claims of all
| persons whomsoever.

Possession of 'the property is to be given with the delivery of this
instrument.

IN WITNESS WHEREOF, the said Cookeville Health Care Center s
Inc. and National Health Corporation have caused this instrument to be executed
by their duly authorized officers, effective this the 31st day of December,

1986.
COOKEVILLE HEALTH CARE CENTER, INC.

ATIEST BY: ébhé{LJLALhJ ééﬂidv___ (NO SEAL)
/Eiu,ﬂ:/ﬁr?gté; 1’- Pres1dent

Secretary
NATIONAL HEALTH CORPORATION

ATTEST: BY: w,m,ﬁ(h,.._/ ﬁsfmu
2% CLH*%C#} President i Sz,/f*w

Secretary
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STATE OF TENNESSEE )
)
COUNTY OF RUTHERFORD )

Personally appeared before me, the undersigned authority, a Notary Public in and
for said County and State, the within named W. ANDREW ADAMS and RICHARD F. LaROCHE,
JR., with whom I am personally acquainted and who are known to me to be the President
and Secretary, respectively, of the above corporations, and who acknowledged under
oath that they executed the foregoing instrument (WARRANTY DEED) for the purposes
therein expressed and contained. i

.\U‘”“'[ b

WITNESS my hand and official seal at Murfreesboro, Tennessee’.¥h¢§i$ﬁ3”3d§?~ﬂay 
‘:‘\ Qj .."i.ol"-.,“‘ _', $ \

of December, 1986. 3

-~ SIS b
* ) . A U§QJ '_.-;__.. ~ (:\i 5
e O Gl 22
Netary PubTic Tt e, D
My commission expires: 5/22/90. Zfirﬁﬂf' Q
/” J’ i g
""”fn.'_ll- n

STATE OF TENNESSEE )
COUNTY OF RUTHERFORD )

I hereby swear and affirm that the actual consideration for this transfer or
value of the property transferred, whichever is greater, is $-0-, which amount is
equal to or greater than the amount which the property transferred would command at a

fair and voluntary sale.

_ ).
Affiant

-;ﬁ%&ﬁ%&hiﬁéd and sworn to before me this

.ﬁhﬁLalsﬁﬁﬁaygqf December, 1986.

I .. ),___:»,,‘ao % @0 |
JATE el Qo

i=Notary PubTic®

5 ﬁiyfé%mmifEXEires: 5/22/90.

F g W
LA e " ¥
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"EXHIBIT A"

BEGINNING on a steel pin in the West right-of-way of the Bunker Hill Road,
said steel pin being the SE corner of Tract #1 of the Rest Home site; thence,
N 84 deg. 58' W 538.50 feet and with the S line of Tract #1 to a steel pin;
thence, S 2 deg. 30' W 41.8 feet on a severance line to a steel pin; thence S
84 deg. 58' E 502.5 feet and on a severance line to a steel pin in the west
right-of-way of the Bunker Hill Road; thence, with a curve to the right and a
radius of 351.80 feet and a distance of 35.8 feet to a steel pin; thence N 48
deg. 53' E 20.0 feet to a steel pin and the point of beginning, containing 0.5
acres.,

Being a portion of the property conveyed to Cookeville Health Care Center,
Inc. by deed of record in WD Book 215, page 185, Register's Office of Putnam
County, Tennessee.

TATE OF TENNESSEE, PUTMAM COUNTY i
he foregoing instrurent opid corllioote were note i
lote Book_é_Pagef} ééﬁ;@ﬁ@;{'p % LE_PJ'}WL%_QJQ
nd recorded in_ /0 Eock 28T Fcoa T2
tate Tax Paid $___— Fee
ecording Fegi%Totai [/0 Receipt No./£320
Ll [
/ " Register
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Section A, Applicant Profile - 5

Name of Management/Operating Entity

National Health Corporation
26



ASSIGNMENT OF MANAGEMENT AGREEMENT
July 1, 2008

This Assignment of Management Agreement is entered into this 1%t day of July,
2008, between National HealthCare Corporation, successor by merger to National
HealthCorp L.P., (hereinafter “Assignor’) and Tennessee HealthCare Advisors, LLC, a
Tennessee limited liability company (hereinafter “Assignee”), a wholly owned subsidiary
of Assignor.

PRELIMINARY STATEMENTS:

A Assignor has heretofore entered into that certain Management Agreement
bearing date of January 20, 1988, between Assignor and National Health Corporation,
fikla NHESOP, Inc., a Tennessee corporation (this being hereinafter referred to as
“Management Agreement"}, which document grants certain management rights and
responsibilities to Assignor on certain licensed nursing homes including four such
centers located in Tennessee (such Tennessee centers are hereinafter referred to as
"Tennessee Centers"), described on Exhibit A hereto.

B. Assignee agrees to assume Assignor's duties, rights and responsibilities
pursuant to thé Management Agreement.

NOW, THEREFORE, IN CONSIDERATION OF ASSIGNOR assigning its rights
pursuant to the Management Agreement to Assignee, and Assignee assuming the
rights and duties thereunder, and other good and valuable consideration, the receipt of
which is hereby acknowledged, the parties agree as follows:

1. Assignment: Assignor hereby assigns and Assignee hereby assumes all
of Assignor's rights, duties, obligations and compensation in connection with the
Management Agreement on the Tennessee Centers,

2. Owner Approval; By its signature hereon, Owner has agreed to this
Assignment since Assignee is a whally owned subsidiary of Assignor.

27



This Assignment is entered into effective July 1, 2008.

AL HEALTHCARE CORPORATION

- 1
AY I
R. Michael Ussery, Sr. V.P.L(—Jﬂﬁions
Y

TENNESSEE HEALTHCARE
ADVISORS, LLC

ASSIGNOR: NATIO,

By

ASSIGNEE:

By: NHC/OP, L.P., lts Sole Member
By: NHC/Delaware, Inc., Itslleeneral Partner

CONSENT AND APPROVAL IS HEREBY GIVEN:
NATIONAL HEALTH CORPORATION

By:%w’m

Stephen F/ Flatt, President
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Exhibit A

NHC HealthCare, Cookeville
NHC HealthCare, Lawrenceburg
NHC HealthCare, Murfreesboro

NHC HealthCare, Oak Ridge
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B!

tel:wweB59:01/21/88
CUB414-031

MANAGEMENT AGREEMENT

THIS AGREEMENT made and entered into this 20th day of
January, 1988, by and between NATIONAL HEALTHCORP L.P., & Delaware Lim-
ited Partnership (hereinafter referred to as "NHC"}, and NHESOP, INC.

(hereinafter referred to as "OWNER");
WITNESSETH:

WHEREAS, Owner has acquired certain licensed nursing homes,
all as identified below (hereinafter individually referred to as a "Fa-

cility" and collectively referred to as the "Facilities"); and

WHEREAS, the Facilities are identified as the following li-

censed nursing homes:

Facility Location No. of Beds
Bayou Manor Health Care Center St., Petershurg, FL. 159
National Healthcare Center Ft. Lauderdale, FL 153 (owned)
100 (leased)
National Health Care Center Sumter, S.C. 100
Hopewell Health Care Center Sumter, S.C. 96
0Oak Ridge Health Care Center Oak Ridge, TN 130
Cookeville Health Care Center Cookeville, TN 96
Murfreeshoro Health Care Center Murfreesboro, TN 190
National HealthCare Center Lawrenceburg, TN 37

WHEREAS, Owner, having no expertise or experience in the man-
agement of long-term care facilities such as the Facilities, desires to

have NHC manage the Facilities.
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NOW, THEREFORE, in consideration of the premises and the mu-

tual representations, covenants and agreements herein contained, NHC

and Owner do hereby represent, covenant, promise and agree as follows:

1. Operating Terms and Appointment and Engagement of NHC as

General Manager of the Project.

(a)

Owner hereby appoints and retains NHC to serve, and
NHC hereby agrees to serve as the general manager of
the Facilities, to supervise, operate and manage the
Facilities during the term of this Agreement, in the
name, for the account and on behalf of Owner upon

the terms and conditions hereinafter stated.

Notwithstanding the authority granted to NHC herein,
NHC and Owner agree that Owner, through its Board of
Directors, shall at all times exercise control over
the affairs of the Pacilities, and shall, in consul-
tation with NHC, establish general operating
policies to be carried out by NHC under this Agree-

ment.

NHC and Owner agree (a) that Owner shall have
the right and obligation to review periodically op-
erating decisions made by NHC on Owner's behalf; (b)

that Owner shall have the right, upon notice to NHC,
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(c)

()

to change, repeal, or alter policies adopted by NHC
in connection with managing the day-to-day op-
erations of the Pacilities; and (c) that, in order
to provide Owner with an informed basis for re-
viewing NHC's performance hereunder, NHC shall pre-
pare and deliver in a timely manner to Owner the re-
ports and financial statements required by Section

2.v. of this Agreement,.

NHC will devote the necessary time and energy to
management of the Facilities as it does to other
similar nursing homes that it may manage from time

to time,

The parties acknowledge that, as administrative gen-
eral partner for NHC, Owner has been obligated to

employ NHC's cost persons to conduct NHC's business,

‘and that such employees of Owner shall in general

perform on NHC;S behalf, the services to be rendered
by NHC.to Owner pursuant to this Agreement in con-
sideration for which NHC shall be paid by Owner the

Management Fees described in Section 3.
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2. Management Services.

NHC shall perform, or cause third parties to perform on its

behalf, the services described in this Section 2 in connection with su-

pervising and managing the Facilities at all times.

i. Managerial Review, Coordination and Control:

NHC shall provide each Facility with visits from
a regional vice-president, a regional nurse and a
regional accountant to coordinate, review and su-

pervise the operations of the Facility.

NHC shall be responsible for obtainiﬁq, main-
taining and preserving all licenses, permits,
certifications and approvals necessary for the

operation by Owner of the Facilities in compli-

ance with eligibility requirements for participa-.

tion in the Medicaid program of each state where.
a Facility is located and the Federal Medicare
program as said programs are presently structured
and administered and substantially similar suc-
cessor programs thereto. Notwithstanding any-
thing heretofore stated to the contrary, however,

NHC shall not (until notified in writing by
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Owner) be responsible for obtaining, maintaining
and preserving any licenses, permits, certifica-
tions, or approvals necessary for operation by

Owner of the Hopewell Health Care Center in com-
pliance with eligibility requirements for partic-

ipation in the Federal Medicare program.

NHC shall be responsible to survey regulatory
compliance by each Facility and will be available
for consultation with the personnel of each Fa-
cility and Owner on all operational aspects of
each Facility, including hiring and firing em-
ployees and determining terms of employment and
termination thereof, including the rates of com-
pensation {(whic¢h rates shall be comparable for
like facilities in the area). NHC shall be re-
sponsible for the supervision, direction,
training and assignment of duties to and of the
employees of each Facilityv Notwithstanding any-
thing heretofore stated to the contrary, however,
the employees of each Facility are for all pur-
poses the employees and agents of Owner Sand not
of NHC) and no provision set forth herein shall
be deemed to support the existence of any con-

trary'employment arrangement. The employees of
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all Facilities shall be under the control of
Owner and Owner shall be deemed their employer
for all purposes, including, but not limited to,
tax withholding requirements and provision of any
benefit plans established for the benefit of said

employees) .,

NHC shall submit its recommendations to Owner's
Board of Directors for approval as to the estab-
lishment of all prices, price schedules, rates
and rate schedules and, in connection therewith,
NHC shall be responsible for supervising and im-
plementing billing, collection and record-keeping

procedures,

NHC shall be responsible for reviewing and imple-
menting all repairs, alterations and decorations
for the Facilities which are provided for in the
angual operating and capital expenditures budgets
approved by Owner. In the event architectural
services are required, Owner, in consultation
with NHC, shall retain an architect and negotiate

the terms of hiring.

NHC shall be responsible for obtaining, main-

taining and coordinating such services and
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equipment as are necessary or desirable for the
operation of the Facilities, including but not
limited to speech therapy, occupational therapy,
inhalation therapy, physical therapy, and rental
of equipment, and ‘it may use special consultants
in connection with the above-described services,
provided that the cost thereof shall be within

approved budgetary limits.

NHC shall be responsible for the negotiation and
execution of service contracts and other con-
tracts which are reasonably necessary or desir-
able in connection with the operation of the Fa-
cilities in the ordinary course of business,
including all provider agreements necessary and
appropriate to qualify and maintain the status of
each Facility as a reimbursable provider of ser-
vices under both the Medicaid intermediate and
skilled program and the Medicare program, Sub-
ject to Owner's prior approval, NHC may use third
party professional assistance in any labor nego-~
tiations or administrative or legal appeals of
reimbursement rulings, E.E.0.C. claims and the
like. The cost of such approved assistance shall

be an expense or direct cost of operations to the

36



Facility on the behalf of which such services are

required,.

NHC shall be responsible for the performance of
any and all acts, in addition to those anumerated
herein, reasonably necessary in connection with
the operation of the Facilities in an economical,
efficient and proper manner and In accordance
with all general operating policies established
from time to time by Owner, in consultation with

NHC, for the Facilities.

ili. Personnel Services:

a‘

NHC shall prepare and, subject to Owner's approv-
al, implement standard personnel policies and
procedures, including the administration of an

employee grievance system.

NHC shall implement and maintaig a computerized
personnel file for each Facility which shall in-
clude all pertinent and appropriate personnel in-
formation necessary for the administration of the

personnel policies and practices at the Facility.

NHC shall provide a means for the distribution

of, and when necessary and reasonable shall make,
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necessary and reasonable communications to the

personnel of each Facility.

NHC shall coordinate and implemeht employee
training programs for each Facility. The actual
cost of employee participation in these training
programs, including travel and lodging, shall be
included in the annual operating budget as a di-
rect cost of operations of each Facility based on

the number of its employee participants.

iii. Quality Control Services:

a.

NHC shall initiate, review, implement and main-
tain a quality control system at each Facility
designed to provide continual audits on the qual-
ity of patient care at the Facility. This quali-
ty control system shall include but not be limit-
ed to (i) a periodic visit to the Facility
designed to provide a quality review of the actu-
al services provided by the Facility, and (ii)
upon Owner's approval, utilization of the NHC Pa-
tient Assessment Program, for which Owner under-
stands that separate charges for each Facility
will be assessed in the same manner and in the

same amounts as such charges are ASsessed under

38



service contracts and/or management agreements
which NHC has entered into with independent third
parties, which charges shall be included in the
budgets for the Facility(ies) described in Sec-

tion 2.v.a,{ii) below.

b, NHC shall design, initiate and maintain a con-
tinuing education program to inform and educate
health care professionals and the general public
in the geographical area served by each Facility
about the services and advantages offered by the

Facility.

c. NHC shall prepare and distribute such descriptive
booklets, brochures or pamphlets as may be neces-
sary to properly inform health care professionals
and members of the public of the nature and re-
quirements of state and federal reimbursement
programs for patients and the relation thereof td

the services offered at the Facilities.
iv, Legal and Risk Management Services:

a. NHC shall be responsible for legal review and
preparation for each Facility of a Standard Form

Admissions and Financial Contract, Facility

-10-
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Patient Rights Policy and a Facility Patient Care
Policy, all in accordance with applicable federal

and state standards.

NHC shall be responsible for legal review and
preparation of all other federal and state man-
dated documents for each Facility, including the
provider contract entered into by each Facility
and the state reimbursement agency and the feder-
al reimbursement agency and continuing review of

the medical records system of each Facility.

NHC shall provide a continuing risk management
program at each Facility, including periodic
safety checks, review of the perfomance of func-
tions of a safety committee to be appointed by
NHC which shall monitor all incidents involving
patients, staff or visitors at each Facility and
implementation of corrective procedures designed

to ensure the nonrecurrence of any incident.

NHC shall review on an annual basis (or more
often as is necessary to assure thatlsuch review
is timely completed) all insuranée claims made by
each FPacility and shall advise Owner of all in-
suranée claims filed against any of the

Facilities,

-11-
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NHC shall review all insurance requirements of
the Facilities and shall design an insurance pro-
gram which it shall submit to the Owner's Board
of Directors for approval, NHC shall also advise
the Board of the best known rate available on a
group basis to NHC and its owned or managed
nursing home facilities. The Board may, at its
option, obtain insurance based on the program
submitted by NHC or it may obtain other insurance
as it deems necessary or appropriate from agents
or brokers of its own choosing. Owner agrees to
provide such insurance coverage as shall be re-
quired under the terms of the Financing Documents
(as hereinafter defined in this Section 2.iv.e.)
and any other insurance coverage not inconsistent
therewith that NHC reasonably deems proper and
Owner approves. For purposes of this Agreement, -
the term "Financing Documents" shall refer to the

following: -

1. a certain $38,500,000.00 Term Note {the "Term
Note"), of even date herewith, payable tc the
order of Sovran Bank/Central South and signed
by the NHESCP, Inc. Leveraged Employee Stock
ownership Trust (the "ESOP Trust") and the

first mortgages securing said Term Note;

-12=-
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2. a certain loan and security agreement, of
even date herewith by and between Sovran

Bank/Central South and the ESOP Trust;

3. a certain stock purchase agreement, of even
date herewith by and between the ESOP Trust

and Owner;

4, a certain asset purchase agreement, of even
date herewith by and between Owner and NA-

TIONAL HEALTHCORP L.P.;

5. a certain promissory note (the "Promissory
Note") of even date herewith payable to the
order of NATIONAL HEALTHCORP L.P. by Owner
and any second mortgages securing said Prom-

issory Note; angd

6. . a certain guaranty and contingent purchase
agreement, of even date herewith, by and be-

tween Owner and Sovran Bank/Central Scuth.

NHC shall comply on behalf of Owner with all ap-
plicable federal, state, and local laws,, rules,
and regulations (including state and local fire
and safety codes) relating to the Facilities and

shall operate the Facilities so that they shall

~13-
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maintain all necessary licenses, permits, con-
sents, and approvals from all governmental agen-
cies that have jurisdiction over the operation of

nursing homes.

NHC shall use its best efforts to manage the Fa-

cilities so as to maintain their accreditation,

Neither Owner nor NHC shall knowingly or pur-
posefully take any action that shall (1) cause
any governmental authority having jurisdiction
over the operation of nursing homes to institute
any proceeding for the rescission or revocation
of any necessary license, permit, consent or ap-

proval or (2) cause a termination of, or ad-

versely affect, Owner's eligibility to partici-

pate in Medicare, Medicaid or Blue Cross, or any

other public or private medical payment program.

' NHC shall, with the written approval of Owner,

have the right to contest by appropriate legal
proceedings, diligently conducted in good faith
in the name of Owner: the validity or application
of any law, ordinance, rule, ruling, regulation,
order, or requirement of any governmental agency

having jurisdiction over the operation of nursing

-14-
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homes. Owner, after having given its written ap-
proval, shall cooperate with NHC and shall pay

the reasonable attarneys' fees incurred with re-
gard to any such contest. Counsel for such con-

test shall be selected by Owner.

NHC shall advise Owner as to circumstances which
may support the initiation of legal action by
Owner; however, Owner shall determine whether to
initiate legal action on behalf of or which in-
volves a Facility and shall hire counsel at
Owner's cost to handle such action. NHC shall,
upon the written request of Owner, monitor and
review the progress of such legal action and ad-
vise Owner's Board of Directors as to non-legal

issues respecting same.

NHC agrees to procure and maintain such insurance:
as will protect NHC aﬁd Owner from claims by em-j
ployees of Owner under any Workers' Compensation
or similar acts, and also from any other claims
for personal injury, including death or proberty
damage which may be made by or on behalf of

agents or employees of Owner and the general pub-

lic due to the performance of this Agreement,

-15-
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Further, NHC shall furnish the Owner with certif-
icates or reasonable assurance that NHC has in

effect the following insurance:
(i) wWorker's Compensation Insurance;

(ii) Comprehensive General Liability Insurance
with at least $500,000 single limit cover-

age:

(iii) Automobile Liability Insurance with $500,000

single limit coverage;

(iv) Malpractice Insurance with $500,000 single

limit coverage.

v. Financial Statements, Budgets, Reports and Right of In-

spection:

a.

For the purpose of keeping Owner informed with re-
spect to the operations of each Facility, NHC shall -
prepare and deliver to Owner for each Facility and

all of the Facilities taken as a whole:

(i) Unaudited monthly financial statements
containing a balance sheet and a statement of
income and expenses in reasonable detail (the

"Unaudited Monthly Financials"), not later than

~16-
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(i1)

thirty (30) days after the close of each calen-

dar month;

Not later than thirty (30) days after the end of

each fiscal year of Owner during the term of

this Agreement, the following budgets with re-

spect to the next fiscal year:

(a)

(b)

(c)

A capital expenditures budget outlining a
program of capital expenditures for the

next fiscal year, which budget shall desig-
nate expenditure items as either mandatory

or desirable;

A detailed operating budget setting forth
an estimate of all material operating reve-
nues and expenses for the next fiscal year,
which operating budget shall contain an ex-
planation of anticipated changes in
utilization of the Facilities, patient
charges, payroll, and other factors dif-
fering significantly from the current year;

and

A projection of cash receipts and disburse-

. ments based upon the proposed capital

-17-
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expenditures and operating budgets, which
projection shall contain recommendations

concerning use of excess cash flow.

The capital expenditures and operating budgets
shall be considered by Owner and, if reasonably
acceptable to Owner, shall be approved by Owner,
NHC agrees to use its best efforts to operate
the Facilities in accordance with the provisions
of the capital expenditures and operating bud-
gets submitted to and approved by Owner. NHC
shall obtain Owner's approval prior to incurring
capital or operating expenses that exceed bud-
geted amounts by more than five percent (5%) on
a line item basis and, in the absence of such
approval by Owner, Owner shall not be responsi-
ble to pay such excess amount. However, not-
withstanding anything heretofore stated to the
contrary, NHC shall not be required to obtain
Owner's approval prior to incurring capital ex-
penditures or operating expenses which exceed
budgeted amounts by more than 5% on a line by
line basis in the event of an emergency, al-
though any such expenditures and expenses shall

be explained immediately in writing to Owner.

~-18-
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(iii) An annual report to Owner describing the

operations, policies, and problems with re-
spect to the Facilities, not later than
sixty (60) days after the end of each year
of the term of this Agreement or, at
Owner's eléction, sixty (60) days after the

end of Owner's fiscal year.

In addition, NHC shall provide and deliver to
Oowner all other reports specified pursuant to
the terms of this Agreement., Whenever any sec-
tion of this Agreement provides for delivery of
reports, financial gtatements, or any other in-
formation to Owner, such deiivery shall be made
by NHC to Owner's Board of Directors or to par-
ticular members of Owner's Board of Directors

designated by Owner to NHC.

NHC. shall arrange for the independent certified
public accountants retained by Owner to provide
audited annual financial statements for each Fa-
cility and all the Facilities taken as a whole

for each fiscal year.

The costs of all unaudited financial statements

shall be paid by NHC, but the cost of all

-19-
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audited financial statements shall be paid by
Owner as a cost of operation of the Facilities
subject to the provisions of Section 2.v.a.(ii)

abave,

NHC shall process all payroll checks, including

associated reports.

NHC shall make itself available at any time
owner desires to inspect the Facilities to an-
swer any gquestions posed by Owner and to de-
scribe any changes in the operations and
policies of each Facility and to alert Owner to

any problems with respect to each Facility,

Any statement prepared and delivered to Owner
under this Section 2.v. shall be copied and &
copy of the same shall be furnished to the then

trustee of the ESOP Trust ("the Trustee"),.

vi, Books and Records:

NHC shall maintain all books and records neces-
sary for Owner's independent certified public
accountants to conduct an annual audit and to
issue an unqualified opinion about the accuracy

of the financial statements. NHC shall also

~20-
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maintain sufficient records to maintain all nec-
essary licenses and approvals from governmental

agencies.

Pursuant to and in compliance with Section 952
of the Omnibus Reconciliation Act of 1980
(PL.96-499), NHC covenants, promises Qnd agrees
to maintain for a period of at least four (4)
years after the rendering of any management ser-
vices all books, documents and records of NHC
described in Section 2.vi.a. above and addition-
ally, to make all of such books, records and
documents available to the Sécretary of the
United States Department of Heaith and Human
Services, the Comptroller General of the United
‘States Government, other state or federal agen-
cies or any of their duly authorized representa-
tives upon written request from said officials

or their designees.

All original books, accounts and records main-
tained for the operation of each Facility shall
Be maintained at the Facility. NHC mai maintain
a copy of such records in its offices if neces-

sary to provide services under this Agreement.

_21...
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Notwithstanding anything herein to the contrary,
the Trustee and Owner's Board of Directors and
its agents, attorneys and accountants shall have
full access at all times to all books and

records.

NHC shall prepare and file all state and federal

cost reports necessary for reimbursement.

3. Compensation of NHC for Services Provided Herein,

(a)

During the term hereof and as compensation for the

services rendered by NHC, Owner shall pay to NHC for

each month occurring during the term of this Agree-

ment fees equal to six percent (6%) of the "Gross

Operating Revenues" of the Facilities as defined

below ("Management Fees"); provided, however, that

for any period for which Owner temporarily or perma-

nently ceases to operate any Facility(ies) or part .

thereof due to the presence of any Hazardous Sub-

stances (as defined in the Hazardous Substances In-

demnification Agreement of even date herewith by and

among NHC, Owner, the NHESOP, Inc. Leveraged Employ-

ee Stock Ownership Trust (the"Trust") and the trus-

tee of the Trust), Owner shall cease to pay any Man-
agement Fees attributable to the affected

Facility(ies) or part thereof.

o
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(b)

Said fees shall be paid in the manner described in

Section 4{c) and allocated among the various ser-

(1)

(2)

()

vices provided by NHC herein as follows:

30 percent for the managerial services as de-

scribed in Section 2.,i.;

15 percent for all personnel services as de-

scribed in Section 2.iil.;

10 percent for all quality control services as

described in Section 2.iii.;

15 percent for all legal and risk management

services as described in Section 2.iv.; and

30 percent for all financial services as de-

seribed in Section 2.v.

For purposes of this Agreement, the "Gross Operating

Revenues" of each Facility shall be determined using

generally accepted accounting principles and shall

mean the total revenues of the Facility derived in

|
any way from the operation of the Facility or the

property on which it is located (including all rent-

als and percentage or dollar amount retentions under

professional service contracts) as calculated using

-23-

52



the accrual method of accounting. The term shall

not, however, include the following:

(1) gqrants, gifts or donations to any Facility by
any governmental agency, individual, trust,

firm or corporation,

(2) any income or other distribution made from or .

with respect to an endowment,

(3) any other donated funds held by or for the ben-

efit of any facility,

(4) any casualty or business interruption insurance

proceeds,

() any loan proceeds made to or with respect to

any Facility, or

(6) any proceeds from the disposition of any Facil-
ity or any asset of Owner used at or in connec-

tion with any Facility.

For purposes of this Agreement, the term "Available
Cash Flow" for any month during the term of this
Agreement shall refer to the portion of the Gross
Operating Revenues for the month which are collected

by Owner during the month minus the direct

-24-
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operational expenses paid in conpection with the Fa-
cility during the month (but not including (1) the
Management Fees payable by Owner to NHC for the
month;, (2) the debt amortization payments due and
payable by Owner pursuant to the terms of the Fi-
nancing Documents, (3) any contributions made by
Owner to the ESOP Trust pursuant to the terms of the
NHESOP, Inc, Leveraged Employee Stock Ownership
plan, and (4) any payment of a Priority Distribution
(as defined below in this Section 3(b)) which is
made to Owner for the month). For purposes of this
Agreement, the term "Priority Distribution" shall
refer to a distribution which will be payable to
Owner for each year during the term of this Agree-
‘ment. The Priority Distribution payable to Qwner
for each such year shall be calculated as follows:
one half (1/2) of one percent (1%) per

annum of the unpaid balance of the portion

of the Term Note used to purchase the Fa-

cilities (which portion shall initially be

thirty million dollars ($30,000,000)) (de-

termined as of the first day of any year

occurring during the term of this Agree-

ment) shall be payable to Owner according

to the priority provisions of Section 3(d)

below in equal monthly payments during the

year until Owner has received the Priority
Distribution payable for the year.

_25_
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(c)

If the Priority Distribution payable to Owner for
any year is not paid in whole during such year, the
portion of such Priority Distribution not paid shall
be added to the Priority Distribution payable to

Owner for the next succeeding year.

Upon receiving the Unaudited Monthly Financials for
any month occurring during the term of this Agree-
ment, Owner shall review such financials and deter-
mine whether the Available Cash Flow for the month
described therein equals or exceeds the sum of the

following:

(1) all debt amortization payments due and payable
by Owner and the ESOP Trust pursuant to the

terms of the Financial Documents;

(2) Any contribution made by Owner to the ESOP
Trust pursuant to the terms of the NHESOP, Inc.

Leveraged Employee Stock Ownership Plan; and

(3) any Priority Distribution payment payable to

Owner for the month.

If the Available Cash Flow for the month does not
equal or exceed such sum, then payment of the Man-

agement Fees payable for the month shall be deferred

_26_
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(d)

to the extent of the deficiency. Any portion of the
Management Fees not paid to NHC when earned shall be
accrued effective as of the date such payment would,
but for such accrual, be required pursuant to Sec+
tion 4(c) below. Any accrued Management Fees ("Ac-
crued Management Fees") shall bear interest which
shall also be deferred from date of accrﬁal until
paid to NHC at a per annum rate equal to two percent
(2%) over the prime interest rate published in the
wall Street Journal on the date of accrual and ad-
justed on the first business day of each month,

Such interest shall be calculated monthly and com-

pounded quarterly.

Wwith respect to each and every month during the term

~of this Agreement, the Available Cash Flow for such

month shall be applied and paid out of the Manage-
ment Accounts (as defined in Section 4{a) below) in

the following order of priority:

(i) payment to Owner of an amount equal to the in-
terest and principal payable pursuant to the
terms of the Term Note so that Owner ﬁay make a
contribution in an amount egual to the same to
the NHESOP Inc. Leveraged Employee Stock

Ownership Plan (the "Plan");

. -
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(ii)

(1ii)

(iv)

{v)

(vi)

(vii)

{viil)

payment to the Owner of an amount equal to the
interest and principal payable under the Prom-

issory Note;

payment to the Owner of an amount equal to the
interest payable under the Line of Credit (as

defined in Section 9 below):

payment to Owner of any monthly Priority Dis~
tribution payment payable to Owner for the

year;

payment of any interest due and payable on any

Accrued Management Fees;

payment of any Accrued Management Fees earned
by NHC in previous months, with the Management
Fees that have been accrued for the longest pe-

riod of time being paid first;’

payment of any Management Fees which-become due
and payable during the month {as described in

Section 4(c) below):

payment of any principal due and payable on the
Line of Credit (as described in Section 9

below);
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{ix)

a reasonable retention in the Management Ac-
counts of an operating reserve not to exceed

three (3) months budgeted operating costs; and

the remaining Available Cash Flow (the "Monthly
Available Cash Flow") will be deposited in an
interest bearing account acceptable to Owner
and, as soon as practicable following the con-
clusion of each year during the term of the
Management Agreement, the sum of the yonthly
Available Cash Flows for the year just complet-
ed shall be divided among NHC and Owner as fol-

lows:

PORTION OF SUM OF MONTHLY PERCENTAGE PAYABLE TO

AVAILABLE CASH FLOWS NHC AND PERCENTAGE

WHICH IS BETWEEN: PAYABLE TO OWNER:
NHC Qwner

$0-5,000,000  75%/25%

greater than $5 million
but less than or equal to
$10 million 60%/40%

greater than $10 million
but less than or equal to
$15 million '49%/51%

greater than $15 million 40%/60%
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No fees or costs in addition to the Management Fees
shall be assessed against Owner for any services
provided to Owner by NHC or any third party retained
by NHC unless a particular fee or cost is included
in the annual operating budget to be approved by
Owner's Board of Directors pursuant to Section
2.v.a.(1i) hereto or, if contingent, the amount of
the cost or fee is either disclosed herein or ap-

proved in advance by Owner.

Notwithstanding anything stated in this Agreement to
the contrary, Owner shall only recover its Manage-
ment Fees with respect to the Facilities from the
Available Cash Flow of the Facilities pursuant to
the terms of Section 3(d) above or, if Owner sells
any of the Facilities, from the sale proceeds with
respect to the Facility(ies) sold as described in
Section 11 below. NHC shall have no recourse for
said Management Fees against any other assets of
Owner, inecluding {(but not limited tc) any other

nursing home owned by Owner.
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4., Handling and Disposition of Funds,

Funds originating from the operation of the Facilities

and coming into NHC's hand shall be received, handled, managed and dis-

posed of as follows:

(a)

NHC shall deposit all funds received by it from the
operation of the Facilities, and all working capital
loans, if any, advanced by Owner in a bank account
or accounts bearing the name of one or more of the
Facilities (hereinafter the "Management Accounts")
with a bank or trust company approved by Owner and
NHC. Such funds shall in no event be commingled
with other funds. NHC shall have no liability or re-
sponsibility for any loss resulting from the insol-
vency, malfeasance or nonfeasance of the bank or

banks in which such funds are deposited.

NHC shall control the Management Accounts and have.
the right to make withdrawals from and use the Man-
agement Accounts for the purposes of operating the
Facilities and performing its obligations hereunder
until the termination of this Agreement, at which
time NHC's representatives shall resign as
signatories on the Management Accounts and cooperate
in makiné the designees of Owner signatories for

such accounts.
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{b)

(c)

Out of such Management ‘Accounts, NHC is authorized
to pay all costs of operating the Facilities provid-
ed for in the annual operating budget to be approved
by Owner's Board of Directors pursuant to Section
2.v.a.(ii) or the amount of which is specified here-
in or otherwise authorized by Owner pursuant to the

terms of this Agreement.

NHC shall calculate the Management Fees due to NHC
in any month based on Gross Operating Revenues as
reflected in that month's Unaudited Monthly Finan-
cials. Provided that such calculations are sub-
mitted to Owner for its approval by the twentieth
day of the next succeeding month and Owner makes no

written objections thereto to NHC within ten (10)

"days of its receipt of such calculations:

(i) the Management Fees for the month shall be due
and payable to NHC as of the last day of such
next suéceeding month {(or, if the calculations
are not received by said twentieth day (but are
received no later than thirty (30) days after

"the end of the month for which the Maﬁagement
Feegs are due), as of the tenth day from the

date of their receipt); and
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(ii) subject to Section 3(c) above and in accordance ;
with the order of priority described in Section
3(d) above, NHC shall be authorized to pay
itself its Management Fees for the month by
making withdrawals totaling the authorized

amount from the Management Accounts.

The amount of Management Fees paid or accrued during the course of any
fiscal year during the term of this Agreement shall be adjusted follow-
ing the close of such year based on the amount of Gross Operating Reve-
nues shown in the audited year-end financial statement(s) of the Facil-
ities (regardless of whether such revenues are identified on such
financial statements as "Gross Operating Revenues"). within thirty
(30) days after the delivery of such financial statement(s) to Owner,
either NHC shall refund to Owner any excess Management Fees received by
NHC or Owner shall pay to NHC (or accrue, as necessary) the amount of

any deficiency in Management Fees.

I1f any dispute should arise -between the parties that
involves the calculation or payment of the Management
Fees, either party may serve upon the other a written no-
tice stating that such party desires to have the contro-
versy reviewed by an arbitrator, who shall be a }epresen—
tative of a firm specializing or having substantial

experience in" accounting in the nursing home industry.

-33-

62



If the parties cannot agree, within fifteen (1%5) days
from the service of such notice ubon the other party, on
the selection of such an arbitrator, each party shall
choose an arbitrator and the two arbitrators shall then
choose a third arbitrator. Arbitration of such contro-
versy, disagreement, or dispute shall be conducteg in
Murfreesboro, Tennessee, in accordance with the rules
then in force of the American Arbitration Association.
The decision and award of the arbitrator so selected
shall be binding upen both parties and may be entered as
a judgment in a court of competent jurisdiction. The
costs of arbitration shall be paid as the arbitrator so

selected directs.
S, NHC Not to Pledge Owner's Credit.

NHC shall not, without the knowledge and consent of Owner and
then, only with respect to the purchase of goods, merchandise, materi-’
als, supplies and services reasonably required in the ordinary course
of business in the operatidn of the Facilities, or as may be otherwise
required in the performance of its obligations under this Agreement,
pledge the cradit of Owner, nor shall NHC in the name of or on behalf
of Owner borrow any money or execute any promissory note, bili of ex-

change or other obligation without the consent of the Owner.
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6. Reimbursement for Expenses/Use of 'NHC Employees

In the event that NHC shéll have advanced any funds out of
its own accounts (and not the Management Accounts) in payment of
expenses included in the annual opérating budget delivered pursuant to
Section 2.v.a{ii}(b) or otherwise authorized pursuant to the terms af
this Agreement, then Owner agrees to reimburse NHC within fifteen (15)
days after receipt of written notice of the advance or advances., NHC
shall notify the Owner of such advances and shall furnish the Owner

with receipts evidencing such advances.

The use of NHC's staff specialists in all areas, including
for purposes of (a) preparation and filing of cost reports and (b)
preparation of operating and capital expenditure budgets shall not be
chargeable to Owner except out-of-pocket expenses and travel and lodg-
ing not to exceed $1,500 in any month without the prior written approv-
al of Owner. However, where the physical presence in the Facility of
any person, such as a dietitian is necessary to obtain or maintain
licensure as a nursing facility or certification, if applied for or
sought, in the Medicaid or Medicafe programs, such person's time and
expenses shall be a direct expense chargeable to the Facility, and not
to NHC; provided, that such charges are included in the annual op-

erating budget delivered pursuant to Section 2.v.a.{ii){b).
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7. Cooperation by Owner; Owner's Representative.

(a) It is the intent of the parties that the Facilities
be fully licensed and in compliance with all applicable stat-
utes, rules, requlations and ordinances, and Owner hereby
agrees to cooperate fully with NHC to that end and to do all
acts necessary for the performance of this Agreement,
including but not limited to maintaining the Facilities in

excellent condition and maintaining the highest reputation.

(b) In any situation in which, pursuant to the terms
hereof, Owner shall be required or permitted to take any ac-
tion, or to give any approval, NHC shall be entitled to rely
upon the statement of the President, or such other represen-
tative of the Board of Directors who shall have been desig-
nated by the Board in writing to act on its behalf under thi;
Agreement, to the effect that any such action or approval has
been taken or given.‘ In the event no such representative is
designated, such actions shall be taken by and such approvalé
shall be obtained from Owner's Board of Directors. In the
event Owner does not give its response to a request by NHC
for any approval or consent under this Agreement within fif-

teen (15) days after such request is given, the request shall

be deemed to be approved.
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8. NHC as Independent Contractor; Indemnification.

Nothing in this Agreement shall be construed as creating
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