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SECTION A:

APPLICANT PROFILE

Please enter all Section A responses on this form. All questions must be answered. If an item does not
apply, please indicate “N/A.” Attach appropriate documentation as an Appendix at the end of the
application and reference the applicable Item Number on the attachment.

For Section A, Item 1, Facility Name must be applicant facility’s name and address must be the site of
the proposed project.

For Section A, Item 3, Attach a copy of the partnership agreement, or corporate charter and certificate
of corporate existence, if applicable, from the Tennessee Secretary of State.

For Section A, Item 4, Describe the existing or proposed ownership structure of the applicant, including
an ownership structure organizational chart. Explain the corporate structure and the manner in which all
entities of the ownership structure relate to the applicant. As applicable, identify the members of the
ownership entity and each member's percentage of ownership, for those members with 5% or more
ownership interest. In addition, please document the financial interest of the applicant, and the
applica7nt’'s parent company/owner in any other health care institution as defined in Tennessee Code
Annotated, §68-11-1602 in Tennessee. At a minimum, please provide the name, address, current status

of licensure/certification, and percentage of ownership for each health care institution identified.

For Section A, Item 5, For new facilities or existing facilities without a current management agreement,
attach a copy of a draft management agreement that at least includes the anticipated scope of
management services to be provided, the anticipated term of the agreement, and the anticipated
management fee payment methodology and schedule. For facilities with existing management
agreements, attach a copy of the fully executed final contract.

Please describe the management entity’s experience in providing management services for the type of
the facility, which is the same or similar to the applicant facility. Piease describe the ownership structure
of the management entity.

For Section A, Item 6, For applicants or applicant’s parent company/owner that currently own the
building/land for the project location, attach a copy of the litle/deed. For applicants or applicant’s parent
company/owner that currently lease the building/land for the project location, attach a copy of the fully
executed lease agreement. For projects where the location of the project has not been secured, attach a
fully executed document including Option to Purchase Agreement, Option to Lease Agreement, or other
appropriate documentation. Option to Purchase Agreements must include anticipated purchase price.
Lease/Option to Lease Agreements must include the actual/anticipated term of the agreement and
actual/anticipated lease expense. The legal interests described herein must be valid on the date of the
Agency's consideration of the certificate of need application.
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Name of Facility, Agency, or Institution

Providence Surgery Center

Name

5002 Crossing Circle, Suite 110 Wilson

Street or Route County

Mount Juliet TN 37122
City State Zip Code
Contact Person Available for Responses to Questions

Byron R. Trauger Esquire

Name Title

Trauger & Tuke

btrauger@tntlaw.net

Company Name email address

222 Fourth Avenue North Nashville TN 37219
Street or Route City State Zip Code
Counsel to Applicant (615) 256-8585 (615) 256-7444
Association with Owner Phone Number Fax Number
Owner of the Facility, Agency or Institution

Tenn SM, LLC (615) 533-9100

Name Phone Number

5002 Crossing Circle, Suite 110 Wilson

Street or Route County

Mount Juliet TN 37122

City ST Zip Code

See Attachment A, 3 (Tab 1) — Corporate Charter documentation

Type of Ownership of Control (Check One)

A, Sole Proprietorship F. Governmental (State of TN or

B. Partnership Political Subdivision)

C. Limited Partnership G.  Joint Venture

D. Corporation (For Profit) H.  Limited Liability Company X
E. Corporation (Not-for-Profit) I Other (Specify)

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

See Attachment A, 3 (Tab 1) — Corporate Charter documentation
See Attachment A, 4 (Tab 2) — Organizational/Ownership Chart
See Attachment A, 4 (Tab 3) — Related Healthcare Institutions
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Name of Management/Operating Entity (If Applicable)
USP Tennessee, Inc. (United Surgical Partners International)

Name

8 Cadillac Drive, Suite 200 Williamson
Street or Route County
Brentwood TN 37027
City ST Zip Code

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

See Attachment A, 5 (Tab 4) — Management Agreement.

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

A.  Ownership D. Option to Lease
B.  Option to Purchase E. Other (Specify)
C. Leaseof_11_ Years

~

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

See Attachment A, 6 (Tab 5) — Site Entitlement

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

A.  Hospital (Specify) Acute Care I.  Nursing Home
B. Ambulatory Surgical Treatment J.  Outpatient Diagnostic Center
Center (ASTC), Multi-Specialty X 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 . [Please note the type of change
C. Modification/Existing Facility - by underlining the appropriate
D. Initiation of Significant Health Care response: Increase, Decrease,
Service as defined in TCA § 68-11- Designation, Distribution,
1607(4) (Spec)Multispecialty ASTC _X Conversion, Relocation]
E.  Discontinuance of OB Services S H.  Change of Location ——
F Acquisition of Equipment — | Other (Specify)
Certificate of Need Application August 2016

Providence Surgery Center Page 3




9. Bed Complement Data
Please indicate current and proposed distribution and certification of facility beds.

Current Beds  Staffed Beds TOTAL
Beds Proposed Beds at

Licensed *CON

Medical

Surgical (General Med/Surg)
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

Chiid and Adolescent Chemical
Dependency

OZErX«e-—IE@MTmMOUO®mY>

0

A O

»

Swing Beds

Mental Health Residential Treatment
U. Residential Hospice

TOTAL

*approved but not yet in service

=

RESPONSE: Not applicable.

10. Medicare Provider Number 3287013
Certification Type Ambulatory Surgical Center

11. Medicaid Provider Number 1613212
Certification Type Ambulatory Surgical Center

12.  If this is a new facility, will certification be sought for Medicare and/or Medicaid? N/A
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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.
RESPONSE: AmeriGroup, BlueCare, United Healthcare Community Plan and TennCare Select are the
TennCare MCOs operating in the area. The applicant is contracted with all of these. Please see
Attachment A, 13 (Tab 6) for a list of managed care contracts.

Certificate of Need Application August 2016
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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.

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.

RESPONSE: Please see the following executive summary.

PROVIDENCE SURGERY CENTER
MODIFICATION OF CONDITIONS TO EXISTING ASTC

Ownership. Tenn SM, LLC d/b/a Providence Surgery Center ("Providence”) is a joint venture
between Saint Thomas Health, United Surgical Partners International, area physicians and a local
medical office building developer. Saint Thomas Health and United Surgical Partners
International jointly own and operate 14 endoscopy and surgery centers in the greater Nashville
area, including five in Davidson County, three in Rutherford County, two in Wilson County and one
each in Coffee, Montgomery, Sumner and Williamson Counties.

Modification of Conditions. Providence has two previous CON approvals. The first, CN0411-103,

approved the establishment of an ambulatory surgery treatment center (‘“ASTC") consisting of one
operating room and two procedure rooms limited to providing ambulatory surgery and pain
management services to the patients of Tennessee Sports Medicine & Orthopaedics, PC. The
second, CN1006-028, approved the conversion of one procedure room to an operating room
(resulting in two operating rooms and one procedure room) and removed the limitations for the
use of the facility by physicians in Tennessee Sports Medicine & Orthopaedics, PC only.

Certificate of Need Application August 2016
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Services and Equipment. Today, after another six years, Providence seeks approval to modify its

authorized multispecialty status from orthopedics and pain management to all specialties,
including but not restricted to otolaryngology ("ENT”), obstetrics/gynecology, podiatry and general
surgery. There will be no changes to the existing location or the two operating rooms and one

procedure room. Only additional instrument trays are required to implement the project.

Service Area. Providence Surgery Center is located in the city of Mount Juliet and serves Wilson
County along with contiguous zip codes in Davidson and Rutherford counties. The primary
service area is currently comprised of four zip codes in Wilson County (37122, 37087, 37090,
37184). The secondary service area is comprised of six zip codes in Davidson County (37076,
37138, 37214, 37013, 37211, 37217) and five zip codes in Rutherford County (37167, 37086,
37130, 37128, 37129). The proposed service area will not change due to this latest request for
the modification of conditions.

Need. Modification of the conditions to Providence Surgery Center's prior CON approvals is the
most efficient way to improve access to high quality and cost-effective outpatient surgery services
to patients and payers in the service area.

e The only multispecialty ASTC in Wilson County, Lebanon Surgery Center (Tennova
Healthcare - Lebanon, f/k/a University Medical Center), is no longer operational. [t did not
serve any patients in 2014 and has not filed a Joint Annual Report (*JAR") for 2015. It was
authorized for three operating rooms and one procedure room.

e The three existing ASTCs in Wilson County are restricted to only a handful of specialties —
gastroenterology, ophthalmology, orthopedics and pain management.

e The four existing ASTCs in the secondary service area offering ENT services are above the
70% minimum utilization level while all 14 existing ASTCs are only slightly below the
minimum (67.2%).

e The only hospital-based outpatient operating rooms in Wilson County (Tennova Healthcare
— Lebanon) reported 87.6% utilization.

e The only ASTC services outside of Lebanon in Wilson County are at Providence in Mount
Juliet. Mount Juliet is the most populous and fastest growing city in Wilson County.

* Providence’s ASTC was last profitable in 2013. As indicated by the various physician
letters of support, Providence can achieve improved operational efficiency and financial
sustainability with this requested modification of conditions.

e At the same time, patients and payers will continue to benefit from Providence’s lower cost
freestanding ASTC rates compared to a higher cost hospital-based ambulatory surgery

center.
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¢ Finally, Providence meets two criteria for special HSDA consideration.

o All three service area counties are federally-designated medically underserved
areas (“MUAs") (Wilson — entire county, Davidson and Rutherford — partial
county)

o Providence has a noteworthy history of providing care to both Medicare and
TennCare MCO patients.

Existing Resources. The benefits above can be achieved with no or minimal negative effects on

the health care system.
e Similar ASTC services are not available in either Wilson County or the city of Mount Juliet.
e Projected population growth will continue to support the need for existing providers.
¢ No new construction or facility renovations are required, merely additional surgical trays.
e Additional staffing will be minimal and can be recruited from existing Saint Thomas Health

and United Surgical Partners resources.

Project Cost. The total cost of the project will be only $235,387, which includes minor equipment
costs, contingencies, CON filing fees and the fair market value of the remaining space lease.

Funding, Financial Feasibility. Providence's joint venture partner, Saint Thomas Health, will

provide the modest amount of funding necessary to implement the project. The expansion of
services is projected to produce a positive financial return. The project will have no adverse

impact on existing patient charges.

Certificate of Need Application August 2016
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IL 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.

ReEsPONSE: Not applicable. There will be no construction or modification of the
existing facility. Therefore, the square footage chart and cost per square footage
chart has not been completed. As indicated above, additional operating room
equipment with a cost of less than $100,000 will be purchased for this conversion.
No construction or renovation costs will be required.

Identify the number and type of beds increased, decreased, converted, reiocated,
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.

ResPONSE: Not applicable. This existing outpatient surgery center modification does not
involve beds.

Certificate of Need Application August 2016
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C.  As the applicant, describe your need to provide the following health care services (if
applicable to this application):

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

10. Residential Hospice

11. ICF/MR Services

12. Long-term Care Services

13. Magnetic Resonance Imaging (MRI)

14. Mental Health Residential Treatment

15. Neonatal Intensive Care Unit

16. Non-Residential Methadone Treatment Centers
17. Open Heart Surgery

18. Positron Emission Tomography

19. Radiation Therapy/Linear Accelerator

20. Rehabilitation Services

21. Swing Beds

CONIORON =

RESPONSE: Not applicable. Providence Surgery Center is an existing Ambulatory Surgical
Treatment Center (*“ASTC”) with two operating rooms and one procedure room. This project
proposes to modify two previous CON approval conditions to expand ASTC services for
specialties not offered in Wilson County.

D.  Describe the need to change location or replace an existing facility.

RESPONSE: Not applicable. There will be no construction or modification of the
existing facility.

E. 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:

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;
3. List of clinical applications to be provided; and
4. Documentation of FDA approval.

b. Provide current and proposed schedules of operations.

RESPONSE: Not applicable. No major medical equipment purchases are proposed.
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2. 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.

RESPONSE: Not applicable. No mobile major medical equipment purchases are
proposed.

3. 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.

RESPONSE: Not applicable. As described above, no major medical equipment purchases
are proposed.

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

B OWN

. Size of site (in 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.

RESPONSE: Please see Attachment B, Ill.(A) (Tab 7) for a copy of the plot plan. The
existing ASTC occupies space on the first floor of the medical office building. There will be
no construction or modification of the existing facility.

(B) 1. 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.

RESPONSE: Providence Surgery Center is located on the southwest quadrant of the
intersection of Mt. Juliet Road and 1-40. The site is highly accessible to patients
due to the proximity of 1-40.

In addition, commuter train service provided by the Regional Transportation
Authority of Middle Tennessee connects Mount Juliet to Martha and Lebanon in
Wilson County as well as downtown Nashville in Davidson County. Please see
Attachment B, Ill.(B).1 (Tab 8) for a route map.

Due to patient discharge policies, however, train and taxi access is not advisable. Patients
arrive and leave via private automobile.
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IV. 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.

REsPONSE: There will be no construction or modification of the existing facility. Please see
Attachment B, IV (Tab 9) for the floor plan schematics.

V. For a Home Health Agency or Hospice, identify:

1. Existing service area by County;

2. Proposed service area by County;

3. A parent or primary service provider,
4. Existing branches; and

5. Proposed branches.

RESPONSE: Not applicable. The project does not involve a Home Health Agency or Hospice.
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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, (II) Economic Feasibility,
and (lll) 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
question 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)."

QUESTIONS
NEED

1. Describe the relationship of this proposal toward the implementation of the State Health Plan and
Tennessee’s Health: Guidelines for Growth.

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.

RESPONSE: This project is consistent with the criteria for "Ambulatory Surgical Treatment

Centers,” effective May 23, 2013. It is also consistent with the "5 Principles for Achieving
Better Health” found in the State Health Plan.

AMBULATORY SURGERY TREATMENT CENTERS

Determination of Need

1. Need. The minimum numbers of 884 Cases per Operating Room and 1867 Cases per
Procedure Room are to be considered as baseline numbers for purposes of determining
Need. An applicant should demonstrate the ability to perform a minimum of 884 Cases per
Operating Room and/or 1867 Cases per Procedure Room per year, except that an applicant
may provide information on its projected case types and its assumptions of estimated
average time and clean up and preparation time per Case if this information differs
significantly from the above-stated assumptions. It is recognized that an ASTC may provide a
variety of services/Cases and that as a result the estimated average time and clean up and
preparation time for such services/Cases may not meet the minimum numbers set forth
herein. It is also recognized that an applicant applying for an ASTC Operating Room(s) may
apply for a Procedure Room, although the anticipated utilization of that Procedure Room may
not meet the base guidelines contained here. Specific reasoning and explanation for the
inclusion in a CON application of such a Procedure Room must be provided. An applicant
that desires to limit its Cases to a specific type or types should apply for a Specialty ASTC.
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RESPONSE: Providence Surgery Center is an existing ASTC with two operating rooms and
one procedure room. This project proposes to modify previous CON approval conditions to
expand ASTC services for specialties not offered in Wilson County.

Providence seeks approval to modify its authorized multispecialty status from orthopedics
and pain management to all specialties, including but not restricted to otolaryngology (“ENT"),
obstetrics/gynecology, podiatry and general surgery. There will be no changes to the existing
location or the two operating rooms and one procedure room.

Beginning with actual utilization for the 12 months ending March 2016, Providence performed
680 total cases (547 OR and 133 PR). Conservatively, projections are based on minimal
case increases ("low” scenario as opposed to “‘medium” and “high” volume scenarios) for:
orthopedics (528 cases),

pain (144 cases) and

ENT (114 cases) only

(786 total case increase + 680 historical = 1,466 Year 1).

Providence Historical and Projected ASTC Utilization

Cases
Trail 12 mo Year 1 Year 2
March 2016 2017 2018
Cases
OR 547 1,180 1,381
PR 133 286 334
680 1,466 1,715
Rooms
OR 2 2 2
PR 1 1 1
Cases/Rm
OR 273.5 590.0 690.5
PR 133.0 286.0 334.0

These projections are based on the following physician needs provided to Providence.

o Existing Premier Orthopedics and Tennessee Orthopedics Alliance physicians
adding two more surgeons.

o Existing Allergy and ENT Associates of Middle Tennessee physicians adding one
more surgeon.

e The addition of another ENT physician.

As demonstrated above, Providence has existing available capacity to meet the service area
need for comprehensive ASTC services not currently offered in Wilson County. Consistent
with its prior CON approvals (CN0411-103 and CN1006-028) to improve patient access,
Providence is now seeking approval for its modification under the ASTC access special
considerations found in Sections 11.a and 11.b of this rule.
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All three service area counties are federally-designated medically underserved
areas ("MUAs") (Wilson — entire county; Davidson and Rutherford — partial county)

Providence has a noteworthy history of providing care to both Medicare and
TennCare MCO patients.

The following factors contribute to the lack of access to ASTC services in Wilson County.

The only multispecialty ASTC in Wilson County, Lebanon Surgery Center (Tennova
Healthcare — Lebanon, f/k/a University Medical Center), is no longer operational. It
did not serve any patients in 2014 and has not filed a Joint Annual Report (“JAR") for
2015. It was authorized for three operating rooms and one procedure room.

The three existing ASTCs in Wilson County are restricted to only a handful of
specialties — gastroenterology, ophthalmology, orthopedics and pain management.

The four existing ASTCs in the secondary service area offering ENT services are
above the 70% minimum utilization leve! while all 14 existing ASTCs are only slightly
below the minimum (67.2%).

The only hospital-based outpatient operating rooms in Wilson County (Tennova
Healthcare — Lebanon) reported 87.6% utilization.

The only ASTC services outside of Lebanon in Wilson County are at Providence in
Mount Juliet. Mount Juliet is the most populous and fastest growing city in Wilson
County.

Providence's ASTC was last profitable in 2013, As indicated by the various
physician letters of support, Providence can achieve improved operational efficiency
and financial sustainability with this requested modification of conditions.

At the same time, patients and payers will continue to benefit from Providence's
lower cost freestanding ASTC rates compared to a higher cost hospital-based
ambulatory surgery center.
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2. Need and Economic Efficiencies. An applicant must estimate the projected surgical hours to
be utilized per year for two years based on the types of surgeries to be performed, including
the preparation time between surgeries. Detailed support for estimates must be provided.

RESPONSE: Projections provided below are based on the assumptions found in the ASTC
standards and criteria for operating rooms and procedure rooms.

Providence Projected ASTC Utilization

Hours
Year 1 Year 2
2017 2018
Cases
OR 1,180 1,381
PR 286 334
1,466 1,715
Min/Case
OR 95 95
PR 45 45
Total Min
OR 112,100 131,195
PR 12,870 15,030
124,970 146,225
Total Hours
OR 1,868.3 2,186.6
PR 214.5 250.5
2,082.8 2,437 1

3. Need; Economic Efficiencies; Access. To determine current utilization and need, an applicant
should take into account both the availability and utilization of either: a) all existing outpatient
Operating Rooms and Procedure Rooms in a Service Area, including physician office based
surgery rooms (when those data are officially reported and available) OR b) all existing
comparable outpatient Operating Rooms and Procedure Rooms based on the type of Cases
to be performed. Additionally, applications should provide similar information on the
availability of nearby out-of-state existing outpatient Operating Rooms and Procedure
Rooms, if that data are available, and provide the source of that data. Unstaffed dedicated
outpatient Operating Rooms and unstaffed dedicated outpatient Procedure Rooms are
considered available for ambulatory surgery and are to be included in the inventory and in the
measure of capacity.

RESPONSE: As stated previously, there are no multispecialty ASTCs in the primary service
area (Wilson County). The three existing ASTCs in Wilson County are restricted to only a
handful of speciaities — gastroenterology, ophthalmology, orthopedics and pain management.
Furthermore, the existing ASTCs in the secondary service area are above or near the 70%
minimum utilization standard.
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2015 ASTC Utilization in the Providence Service Area

Zip OR OR Cases per
County Code Facility Name ORs | Cases OR
Davidson 37076 Associated Endoscopy 0 0 0
37211 Premier Orthopaedic Surg Cntr 2 2,165 1,083
37211 Sourthern Endoscopy Center 0 0 0
37076 Summit Surgery Center 5 4,105 821
37013 Tennessee Pain Surgery Center 1 1,514 1,514
Wilson 37090 Lebanon Endoscopy Center 0 0 0
37122 Providence Surgery Center 2 542 271
37087 Wilson County Eye Surgery Center 1 a87 987
Rutherford | 37130 Mid-State Endoscopy Center 0 0 0
37129 Middle TN Ambulatory Surg Center 6 5,837 973
37167 Physicians Pavillion Surgery Center 4 1,991 498
37167 Spine and Pain Surgery Center, LLC 0 0 0
37129 Surgicare of Murfreesboro Med Clinic 3 4,034 1,345
37129 Williams Surgery Center (podiatry) 1 56 56
Total Prim Svc Area (14 facilities) 25 21,231 849

Source: Tennessee Department of Health - JARs 2015

Consistent with its prior CON approvals (CN0411-103 and CN1006-028) to improve patient
access, Providence is now seeking approval for its modification under the ASTC access
special considerations found in Sections 11.a and 11.b of this rule.

e All three service area counties are federally-designated medically underserved
areas ("MUAs") (Wilson — entire county; Davidson and Rutherford — partial county)

e Providence has a noteworthy history of providing care to both Medicare and
TennCare MCO patients.

4. Need and Economic Efficiencies. An applicant must document the potential impact that the
proposed new ASTC would have upon the existing service providers and their referral
patterns. A CON application to establish an ASTC or to expand existing services of an ASTC
should not be approved uniess the existing ambulatory surgical services that provide
comparable services regarding the types of Cases performed, if those services are know and
relevant, within the applicant's proposed Service Area or within the applicant's facility are
demonstrated to be currently utilized at 70% or above.

RESPONSE: As stated previously, there are no multispecialty ASTCs in the primary service
area (Wilson County). The three existing ASTCs in Wilson County are restricted to only a
handful of specialties — gastroenterology, ophthaimology, orthopedics and pain management.
Furthermore, the existing ASTCs in the secondary service area are above or near the 70%
minimum utilization standard.
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Consistent with its prior CON approvals (CN0411-103 and CN1006-028) to improve patient
access, Providence is now seeking approval for its modification under the ASTC access
special considerations found in Sections 11.a and 11.b of this rule.

e All three service area counties are federally-designated medically underserved
areas ("MUAs") (Wilson — entire county; Davidson and Rutherford — partial county)

e Providence has a noteworthy history of providing care to both Medicare and
TennCare MCO patients.

With regard to economic efficiencies, Providence’'s ASTC was last profitable in 2013. As
indicated by the various physician letters of support, Providence can achieve improved
operational efficiency and financial sustainability with this requested modification of
conditions. At the same time, patients and payers will-.continue to benefit from Providence's
lower cost freestanding ASTC rates compared to a higher cost hospital-based ambulatory
surgery center.

5. Need and Economic Efficiencies. An application for a Specialty ASTC should present its
projections for the total number of cases based on its own calculations for the projected
length of time per type of case, and shall provide any local, regional, or national data in
support of its methodology. An applicant for a Specialty ASTC should provide its own
definitions of the surgeries and/or procedures that will be performed and whether the Surgical
Cases will be performed in an Operating Room or a Procedure Room. An applicant for a
Specialty ASTC must document the potential impact that the proposed new ASTC would
have upon the existing service providers and their referral patterns. A CON proposal to
establish a Specialty ASTC or to expand existing services of a Specialty ASTC shall not be
approved unless the existing ambulatory surgical services that provide comparable services
regarding the types of Cases performed within the applicant's proposed Service Area or
within the applicant's facility are demonstrated to be currently utilized at 70% or above. An
applicant that is granted a CON for a Specialty ASTC shall have the specialty or limitation
placed on the CON.

RESPONSE: These items are addressed in the responses to Questions 1 — 4, above. Please
note that Providence Surgery Center is an existing multispecialty ASTC seeking to remove its
remaining multispecialty CON conditions (i.e., Providence is not proposing to establish a
Specialty ASTC).

Other Standards and Criteria

6. Access to ASTCs. The majority of the population in a Service Area should reside within 60
minutes average driving time to the facility.

RESPONSE: Based on Providence's 2015 zip code patient origin data, 67% of patients
resided in 15 contiguous zip codes. The primary service area is currently comprised of four
zip codes in Wilson County (37122, 37087, 37090, 37184). The secondary service area is
comprised of six zip codes in Davidson County (37076, 37138, 37214, 37013, 37211, 37217)
and five zip codes in Rutherford County (37167, 37086, 37130, 37128, 37129). The
proposed service area will not change due to this latest request for the modification of
conditions.

The majority of the population in Providence's service area resides within 60 minutes average

driving time to the facility.
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7. Access to ASTCs. An applicant should provide information regarding the relationship of an
existing or proposed ASTC site to public transportation routes if that information is available.

RESPONSE: Providence Surgery Center is located on the southwest quadrant of the
intersection of Mt. Juliet Road and 1-40. The site is highly accessible to patients due to the
proximity of -40.

In addition, commuter train service provided by the Regional Transportation Authority of
Middle Tennessee connects Mount Juliet to Martha and Lebanon in Wilson County as well as
downtown Nashville in Davidson County. Please see Attachment B, lil.(B).1 (Tab 8) for a
route map.

Due to patient discharge policies, however, train and taxi access is not advisable. Patients
arrive and leave via private automobile

8. Access to ASTCs. An application to establish an ambulatory surgical treatment center or to
expand existing services of an ambulatory surgical treatment center must project the origin of
potential patients by percentage and county of residence and, if such data are readily
available, by zip code, and must note where they are currently being served. Demographics
of the Service Area should be included, including the anticipated provision of services to out-
of-state patients, as well as the identity of other service providers both in and out of state and
the source of out-of-state data. Applicants shall document all other provider alternatives
available in the Service Area. All assumptions, including the specific methodology by which
utilization is projected, must be clearly stated.
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RESPONSE: Providence’s proposed service area is not projected to change due to this latest
request for the modification of conditions.

Providence Surgery Center
Historical and Projected Patient Origin

County Zip Code 2015 2015 | Year1 Year 2
Total Patients 692 1,466 1,715
WILSON 37122 122 17.6% 258.5 302.4
WILSON 37087 71 10.3% 150.4 176.0
RUTHERFORD 37167 41 5.9% 86.9 101.6
DAVIDSON 37076 33 4.8% 69.9 81.8
DAVIDSON 37138 24 3.5% 50.8 59.5
DAVIDSON 37214 24 3.5% 50.8 59.5
DAVIDSON 37013 21 3.0% 44.5 52.0
RUTHERFORD 37086 21 3.0% 44.5 52.0
WILSON 37090 21 3.0% 44.5 52.0
RUTHERFORD 37130 20 2.9% 42.4 49.6
WILSON 37184 17 2.5% 36.0 42.1
DAVIDSON 37211 15 2.2% 31.8 37.2
RUTHERFORD 37128 15 2.2% 31.8 37.2
DAVIDSON 37217 12 1.7% 254 20.7
RUTHERFORD 37129 11 1.6% 23.3 27.3
Subtotal 468 991.5 | 1,159.9
67.6%
OTHER 224 474.5 555.1

Source: Internal records
Relatively few patients are projected to be served from outside Tennessee.

Mount Juliet is now the largest city in Wilson County. According to US Census data for 2010
and 2015, the population in Mount Juliet grew an astonishing 27.3% compared to 15.7% for
Lebanon, 13.1% for Wilson County and just 4.0% for Tennessee overall. This is consistent
with the support letter from Mayor Ed Hagerty of the City of Mount Juliet, citing examples of
job growth in the area.
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In addition, more detailed county-level population data from the Department of Health and the
US Census are reported below.

Providence Surgery Center
County-Level Service Area Demographics

Service
Variable Wilson Davidson Rutherford | Area Tennessee
Current Year (2016), 19,933 77,571 31,869 129,373 1,091,516
Age 65+
Projected Year (2020), 24,411 88,314 40,458 153,183 1,266,295
Age 65+
Age 65+, % Change 22.5% 13.8% 27.0% 18.4% 16.0%
Age 65+, % Total (PY) 17.6% 12.4% 11.3% 12.7% 17.8%
CY, Total Population 129,094 680,427 318,638 1,128,159 | 6,812,005
PY, Total Population 138,561 714,756 357,615 1,210,932 | 7,108,031
Total Pop. % Change 7.3% 6.6% 12.2% 7.3% 4.3%
TennCare Enrollees 20,067 154,343 52,654 227,064 1,657,953
TennCare Enrollees as a
% of Total Population 15.5% 22.7% 16.5% 20.1% 22.9%
(2016)
Median Age (2015) 40.2 34.4 33.4 N/A 38.6
Median Household $60,095 $47,434 $55,096 N/A $44,621
Income (2014)
Population % Below 10.4% 18.8% 13.3% N/A 18.3%
Poverty Level (2014)
Source: Department of Health and US Census
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In summary, these data demonstrate that:

e The service area's projected population change of 7.3% from 2016 to 2020 is almost
twice the rate for Tennessee overall (4.3%).

¢ Wilson County, where Providence is located and the project's primary service area,
has the highest median age (40.2 years). |t is also the wealthiest, with the least
amount of poverty.

All assumptions, including the specific methodology by which utilization is projected, is
provided in the response to Question 1, above.

Alternatives to this latest Providence project are few in number. As stated previously, there
are no multispecialty ASTCs in the primary service area (Wilson County). The three existing
ASTCs in Wilson County are restricted to only a handful of specialties — gastroenterology,
ophthalmology, orthopedics and pain management. Furthermore, the existing ASTCs in the
secondary service area are above or near the 70% minimum utilization standard.

Consistent with its prior CON approvals (CN0411-103 and CN1006-028) to improve patient
access, Providence is now seeking approval for its modification under the ASTC access
special considerations found in Sections 11.a and 11.b of this rule.

o All three service area counties are federally-designated medically underserved
areas ("MUAs") (Wilson — entire county; Davidson and Rutherford — partial county)

e Providence has a noteworthy history of providing care to both Medicare and
TennCare MCO patients.

9. Access and Economic Efficiencies. An application to establish an ambulatory surgical
treatment center or to expand existing services of an ambulatory surgical treatment center
must project patient utilization for each of the first eight quarters following completion of the
project. All assumptions, including the specific methodology by which utilization is projected,
must be clearly stated.

RESPONSE: All assumptions, including the specific methodology by which utilization is
projected, is provided in the response to Question 1, above. Quarterly patient volumes are
based upon United Surgical Partner's extensive experience managing ASTCs throughout the
nation generally and at Providence specifically.

Providence Surgery Center
Projected Cases by Quarter

Projection | Year Qtr 1 Qtr 2 Qtr 3 Qtr 4 Total

Cases 1 341 360 375 390 1,466

Cases 2 405 420 435 456 1,716
Source: Internal records

10. Patient Safety and Quality of Care; Health Care Workforce.

a. An applicant should be or agree to become accredited by any accrediting
organization approved by the Centers for Medicare and Medicaid Services, such as
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the Joint Commission, the Accreditation Association of Ambulatory Health Care, the
American Association for Accreditation of Ambulatory Surgical Facilities, or other
nationally recognized accrediting organization.

RESPONSE: Providence Surgery Center is currently accredited by The Joint
Commission. This accreditation will be maintained upon CON approval. Please see
Attachment C, Contribution to the Orderly Development of Health Care — 7.(b)
(Tab 18).

b. An applicant should estimate the number of physicians by specialty that are expected
to utilize the facility and the criteria to be used by the facility in extending surgical and
anesthesia privileges to medical personnel. An applicant should provide
documentation on the availability of appropriate and qualified staff that will provide
ancillary support services, whether on- or off-site.

RESPONSE: As an existing licensed and accredited facility, Providence already has
qualified staff and credentialing processes in place to support the delivery of quality
patient care.

Conservative projections are based upon ASTC utilization by seven orthopedic
surgeons, two pain management specialists and approximately four ENT surgeons
(13 total).

As described later in the application, full-time equivalent staff are expected to
increase from 12.0 currently to approximately 15.0. Both Saint Thomas Health and
United Surgical Partners have extensive recruitment resources which will be utilized
to staff the Providence project.

11. Access to ASTCs. In light of Rule 0720-11.01, which lists the factors concerning need on
which an application may be evaluated, and Principle No. 2 in the State Health Plan, “Every
citizen should have reasonable access to health care,” the HSDA may decide to give special
consideration to an applicant:

RESPONSE: Consistent with its prior CON approvals (CN0411-103 and CN1006-028) to
improve patient access, Providence is now seeking approval for its modification under these
ASTC access special considerations.

The following factors contribute to the lack of access to ASTC services in Wilson County.

e The only multispecialty ASTC in Wilson County, Lebanon Surgery Center (Tennova
Healthcare — Lebanon, f/k/a University Medical Center), is no longer operational. It
did not serve any patients in 2014 and has not filed a Joint Annual Report (*JAR") for
2015. It was authorized for three operating rooms and one procedure room.

e« The three existing ASTCs in Wilson County are restricted to only a handful of
specialties — gastroenterology, ophthalmology, orthopedics and pain management.

e The four existing ASTCs in the secondary service area offering ENT services are
above the 70% minimum utilization level while all 14 existing ASTCs are only slightly
below the minimum (67.2%).

e The only hospital-based outpatient operating rooms in Wilson County (Tennova
Healthcare — Lebanon) reported 87.6% utilization.
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e The only ASTC services outside of Lebanon in Wilson County are at Providence in
Mount Juliet. Mount Juliet is the most populous and fastest growing city in Wilson
County.

e Providence's ASTC was last profitable in 2013. As indicated by the various
physician letters of support, Providence can achieve improved operational efficiency
and financial sustainability with this requested modification of conditions.

e At the same time, patients and payers will continue to benefit from Providence's
lower cost freestanding ASTC rates compared to a higher cost hospital-based
ambulatory surgery center.

a. Who is offering the service in a medically underserved area as designated by the
United States Health Resources and Services Administration;

RESPONSE: All three service area counties are federally-designated medically
underserved areas (“MUAs") (Wilson — entire county; Davidson and Rutherford —
partial county). Please see the June 2016 MUA map from the Tennessee
Department of Health, provided in Tab 11.

b. Who is a "safety net hospital" or a “children’s hospital” as defined by the Bureau of
TennCare Essential Access Hospital payment program;

RESPONSE: Not applicable. Providence is an existing ASTC.

c. Who provides a written commitment of intention to contract with at least one
TennCare MCO and, if providing adult services, to participate in the Medicare
program; or

RESPONSE: Providence has a noteworthy history of providing care to both Medicare
and TennCare MCO patients, with 11.8% and 14.5% of gross revenues, respectively.

d. Who is proposing to use the ASTC for patients that typically require longer
preparation and scanning times. The applicant shall provide in its application
information supporting the additional time required per Case and the impact on the
need standard.

RESPONSE: Not applicable. Providence is not seeking special consideration for case
times.

5 PRINCIPLES FOR ACHIEVING BETTER HEALTH

Each of the 5 Principles for Achieving Better Health is addressed below.

Principle 1: Healthy Lives - “The purpose of the State Health Plan is to improve the health
of Tennesseans.”

RESPONSE: Among the top 10 leading causes of death for Tennessee residents are cancer

and accidents. Surgical services proposed by Providence Surgery Center will help in the
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treatment of these two leading causes of death plus the morbidity associated with
orthopedic and other diseases.

Principle 2: Access to Care - “Every citizen should have reasonable access to health care.”

RESPONSE: Among the three criteria required to attain good access, as listed in the 2010
National Health Disparities Report, is, “getting access to sites of care where patients can
receive needed services.” The proposed modification of conditions at Providence Surgery
Center is designed to, among other goals, increase patient accessibility by expanding
ASTC services not currently available in Wilson County.

Principle 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.”

RESPONSE: Recognizing the benefits of outpatient surgery centers such as the Providence
Surgery Center ASTC, Saint Thomas Health is actively involved in 13 other similar joint
ventures with United Surgical Partners International throughout the greater Nashville area.
Please see Attachment A4, Related Healthcare Institutions (Tab 3).

This strategy remains vital today more than ever, in response to the Affordable Care Act
(ACA) and continued pressure from payors to contain healthcare costs. Saint Thomas
Health formed one of the nation's first Accountable Care Organizations (ACOs),
MissionPoint Health Partners, in August 2011. Its goal is to assist doctors, employers and
patients to work more closely together to trim medical costs and make people healthier
under insurance plans. The concept behind the physician-led program is to help
stakeholders in a patient's care — including doctors, hospitals, pharmacies and payers — to
get in sync at a time when insurers are pushing for better coordination of care and linking
payment amounts to health outcomes. MissionPoint works closely with patients, both when
they are well and when they are sick.

ASTCs such as Providence Surgery Center play an important role within the ACA and ACO
care delivery model for containing costs, promoting quality and increasing accessibility. In
2014, the Lebanon Surgery Center multispecialty ASTC under Tennova Healthcare —
Lebanon (f/k/a University Medical Center) ceased opearations. As documented in the
Medicare pricing differential rates in Attachment C, Need — 1 (Tab 12), freestanding ASCs
were reimbursed at about half the rate as hospital-based facilities. This has a direct impact
on patient deductibles and co-payments as well. Since Medicare rates often form a basis
for third-party reimbursement, the impact of this differential on the service area population
is even more widespread.

Principle 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.”

RESPONSE: As an existing licensed and accredited provider of quality patient services,
without regard to patient gender, ethnicity, geographic location or socioeconomic status,
Saint Thomas Health and Providence Surgery Center are equitable healthcare providers.
This same level of commitment will continue with the proposed operating room expansion.
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Principle 5. Health Care Workforce - “The state should support the development,
recruitment, and retention of a sufficient and quality health care workforce.”

RESPONSE: While "the state” appears to be the party charged with supporting the
development, recruitment, and retention of a sufficient and quality health care workforce,
Providence Surgery Center is an existing healthcare facility with a history of successful staff
recruitment and retention.

Describe the relationship of this project to the applicant facility's long-range development plans, if
any.

RESPONSE: As a joint venture with Saint Thomas Health, Providence Surgery Center's long-range
plan is to assure the availability in Middle Tennessee of high quality, cost-effective and accessible
outpatient services. A network of such facilities operated and managed in a coordinated fashion,
especially when part of the ACO described above, will result in the optimum use of resources and
will be a key component in future models of health care that contemplate broad provider integration.

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.).

RESPONSE: For reasons set forth in the ASTC rules above, Providence Surgery Center's service
area for this project is comprised of 15 contiguous zip codes in Wilson, Davidson and Rutherford
counties. Please see Attachment C, Need — 1 (Tab 10) for a map of the service area.

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

RESPONSE: Mount Juliet is now the largest city in Wilson County. According to US Census data
for 2010 and 2015, the population in Mount Juliet grew an astonishing 27.3% compared to 15.7%
for Lebanon, 13.1% for Wilson County and just 4.0% for Tennessee overall. This is consistent with
the support letter from Mayor Ed Hagerty of the City of Mount Juliet, citing examples of job growth
in the area.

Providence Surgery Center
Service Area Population Growth Comparisons
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In addition, more detailed county-level population data from the Department of Health and the
US Census are reported below.

Providence Surgery Center
County-Level Service Area Demographics

Service
Variable Wilson Davidson Rutherford | Area Tennessee
Current Year (2016), 19,933 77,571 31,869 129,373 1,091,516
Age 65+
Projected Year (2020), 24,411 88,314 40,458 153,183 1,266,295
Age 65+
Age 65+, % Change 22.5% 13.8% 27.0% 18.4% 16.0%
Age 65+, % Total (PY) 17.6% 12.4% 11.3% 12.7% 17.8%
CY, Total Population 129,094 680,427 318,638 1,128,159 | 6,812,005
PY, Total Population 138,561 714,756 357,615 1,210,932 | 7,108,031
Total Pop. % Change 7.3% 6.6% 12.2% 7.3% 4.3%
TennCare Enrollees 20,067 154,343 52,654 227,064 1,557,953
TennCare Enrollees as a
% of Total Population 15.5% 22.7% 16.5% 20.1% 22.9%
(2016)
Median Age (2015) 40.2 34.4 33.4 N/A 38.6
Median Household $60,095 $47,434 $55,096 N/A $44 621
Income (2014)
Population % Below 10.4% 18.8% 13.3% N/A 18.3%
Poverty Level (2014)

Source: Department of Health and US Census

In summary, these data demonstrate that:

» The service area’s projected population change of 7.3% from 2016 to 2020 is aimost
twice the rate for Tennessee overall (4.3%).

o Wilson County, where Providence is located and the project’s primary service area, has
the highest median age (40.2 years). It is also the wealthiest, with the least amount of

poverty.

B. 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.

RESPONSE: Providence Surgery Center provides services without regard to gender, race, socio-
economic status, or ability to pay, and participates in the Medicare and TennCare programs.

In 2020, the 65 and older population is projected to account for 12.7% of the total population in the
service area. As a major demographic subgroup of Providence Surgery Center's patient base, the
elderly will continue to expect of Providence Surgery Center the same level of service.

In terms of the TennCare population, 20.1% of the service area population is enrolled compared to
22.9% for the state overall. Please see Attachment C, Need — 4 (Tab 13).
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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.

RESPONSE: As stated previously, there are no multispecialty ASTCs in the primary service area
(Wilson County). The three existing ASTCs in Wilson County are restricted to only a handful of
specialties — gastroenterology, ophthalmology, orthopedics and pain management. Furthermore, the
existing ASTCs in the secondary service area are above or near the 70% minimum utilization
standard.

2015 ASTC Utilization in the Providence Service Area

Zip OR OR Cases per
County Code Facility Name ORs | Cases OR
Davidson 37076 Associated Endoscopy 0 0 0
37211 Premier Orthopaedic Surg Cntr 2 2,165 1,083
37211 Sourthern Endoscopy Center 0 0 0
37076 Summit Surgery Center 5 4,105 821
37013 Tennessee Pain Surgery Center 1 1,514 1,514
Wilson 37090 Lebanon Endoscopy Center 0 0 0
37122 Providence Surgery Center 2 542 271
37087 Wilson County Eye Surgery Center 1 987 987
Rutherford | 37130 Mid-State Endoscopy Center 0 0 0
37129 Middle TN Ambulatory Surg Center 6 5,837 973
37167 Physicians Pavillion Surgery Center 4 1,991 498
37167 Spine and Pain Surgery Center, LLC 0 0 0
37129 Surgicare of Murfreeshoro Med Clinic 3, 4,034 1,345
37129 Williams Surgery Center (podiatry) 1 56 56
Total Prim Svc Area (14 facilities) 25 21,231 849

Source: Tennessee Department of Health - JARs 2015

Consistent with its prior CON approvals (CN0411-103 and CN1006-028) to improve patient access,
Providence is now seeking approval for its modification under the ASTC access special
considerations found in Sections 11.a and 11.b of this rule.

e All three service area counties are federally-designated medically underserved areas
("MUAS") (Wilson — entire county; Davidson and Rutherford — partial county)

e Providence has a noteworthy history of providing care to both Medicare and TennCare MCO
patients.
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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.

RESPONSE: Details are provided in the discussion of the ASTC rules. Support letters are provided at
TAB 14. Providence Surgery Center has sufficient capacity to support the projected demand from
interested physicians who lack access to adequate ASTC services in Wilson County.

Providence Historical and Projected ASTC Utilization

JAR JAR Trail 12 mo Year 1 Year 2
2013 2014 March 2016 2017 2018
Cases
OR 765 652 547 1,180 1,381
PR 6 55 133 286 334
771 707 680 1,466 1,715
Rooms
OR 2 2 2 2 2
PR 1 1 1 1 1
Cases/Rm
OR 382.5 326.0 273.5 590.0 690.5
PR 6.0 55.0 133.0 286.0 334.0

Source: HSDA JARs, internal data and projections
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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.

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

e The cost of any lease (building, land and/or equipment) 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. NOTE: This applies to all equipment leases including by procedure or “per click”
arrangements. The methodology used to determine the total lease cost for a “per click”
arrangement must include, at a minimum, the projected procedures, the “per click” rate and the
term of the lease.

e 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.

o 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.

RESPONSE: The space lease for the surgery center is valued over the remaing three months of the

11-year initial term including base rent and common area allocations.

No equipment will be purchased with a value over $50,000.

There will be no construction or modification of the existing facility
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PROJECT COSTS CHART

A. Construction and equipment acquired by purchase:

1. Architectural and Engineering Fees
a Legal, Administrative (Excluding CON Filing Fee), $ 50,000
Consultant Fees
3, Acquisition of Site
4. Preparation of Site
’s. Construction Costs
6. Contingency Fund $ 25,000
(7 Fixed Equipment (Not included in Construction Contract)
8. Moveable Equipment (List all equipment over $50,000) $ 100,000
. Other
B. Acquisition by gift, donation, or lease (3 mo remain on initial term):
. Facility (inclusive of building and land)
2. Building only $ 45,387
3, Land only
s, Equipment (Specify)
’S. Other (Specify)
C. Financing Costs and Fees:
1. Interim Financing
"2. Underwriting Costs
3. Reserve for One Year's Debt Service
3. Other (Specify)
D. Estimated Project Cost $ 220,387
(A+B+C)
E. CON Filing Fee $ 15,000
F. Total Estimated Project Cost $ 235,387
(D+E)
TOTAL $ 235,387
Certificate of Need Application August 2016
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2. Identify the funding sources for this project.
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.)

A. 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;

B. 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;

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

D. Grants--Notification of intent form for grant application or notice of grant award; or
X E. Cash Reserves (Tab 15, Saint Thomas Health has funds available for the project)

F. Other—Identify and document funding from all other sources.

3. 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.

RESPONSE: Not applicable. There will be no construction or modification of the existing facility.

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).

RESPONSE: Please refer to the completed charts on the following pages.

5. Please identify the project's average gross charge, average deduction from operating revenue, and
average net charge.

RESPONSE: Average gross patient charge per case, as reported in the Historical Data Chart for 2015,
was $10,814. The average deduction from gross patient charges was $8,189, resuilting in an average
net charge per case of $2,624.

Average gross patient charge per case, as reported in the Projected Data Chart and based on Year 2
projections, is $10,609. The average deduction from gross patient charges was $8,399, resulting in
an average net charge per case of service of $2,210. Despite the addition of surgical services, the
projected net charges per case are actually projected to be lower with the increased patient case
volume.
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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 January.

Year 2013 Year 2014 Year 2015
A. Utilization Data 790 662 692
B. Rewenue from Senvices to Patients
. Inpatient Senices
2. Outpatient Senices $8,541,845 $6,859,277 $7,483,178
3. Emergency Senices
3. Other Operating Revenue (Specify) 581
Gross Operating Revenue $8,541,845 $6,859,277 $7,483,759
C. Deductions from Gross Operating Revenue
", Contractual Adjustments $6,216,658 $4,940,348 $5,733,228
2. Provision for Charity Care 0 0 0
3, Provisions for Bad Debt 120,772 95,733 65,609
Total Deductions $6,337,430 $5,036,081 $5,798,837
NET OPERATING REVENUE $2,204,415 $1,823,196 $1,684,922
D. Operating Expenses
. Salaries and Wages $457,832 $395,742 $419,438
2. Physician's Salaries and Wages
3. Supplies 677,029 752,713 776,290
4. Taxes 17,018 -7,680 2,606
5. Depreciation 299,792 296,206 88,276
5.  Rent 147,692 161,818 174,035
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7. Interest, other than Capital

’8. Management Fees:
a. Fees to Affiliates 132,265
b. Fees to Non-Affiliates

9. Other Expenses (Specify)

Anesthesia Expense 0
Purchased Services 153,539
Utilities and Maintenance 163,492
Other Miscellaneous 44,012

Total Operating Expenses _ $2,092,671
E. Other Revenue (Expenses) - Net (Specify)
NET OPERATING INCOME (LOSS) $111,744
F. Capital Expenditures
e Retirement of Principal $127,815
2. Interest 69,588

Total Capital Expenditures  $197,403

NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES ($85,659)

Certificate of Need Application
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109,392

0
137,988

—_———

169,640
45,304

$2,061,123

(237,927)

$141,775

55,628

$197,403

($435,330)

101,095

—————
134,197
224,696

38,407

$1,959,047

(274,125)

$160,456
36,947

$197.403

($471,528)
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PROJECTED DATA CHART

Give us information for the two (2) years following the completion of this proposal. The fiscal year
begins in January.

A. Utilization Data (Surgical & Endo Procedures)

B. Revenue from Services to Patients

il

2.

Inpatient Services

Outpatient Services

Emergency Services

Other Operating Revenue (Specify)

Gross Operating Revenue

C. Deductions from Gross Operating Revenue

1.

2,

3.

Contractual Adjustments
Provision for Charity Care
Provisions for Bad Debt

Total Deductions

NET OPERATING REVENUE

D. Operating Expenses

1.

2.

Salaries and Wages

Physician's Salaries and Wages
Supplies

Taxes

Depreciation

Rent

Certificate of Need Application
Providence Surgery Center

2017 2018
1,466 1,715
$15,727,969 $18,193,820
$15,727,969 $18,193,820
$12,332,604 $14,265,966
0 0
118,705 137,475
$12,451,309 $14,403,441
$3,276,660 $3,790,379
$650,600 $663,612
1,296,090 1,322,012
26,806 59,672
98,000 98,000
180,000 187,272
August 2016
Page 36



7. Interest, other than Capital

.8 Management Fees:
a. Fees to Affiliates 229,366 219,335

b. Fees to Non-Affiliates

8. Other Expenses (Specify)

Anesthesia Expense 0 0
Purchased Services 154,510 157,600
Utilities and Maintenance 292,000 297,840
Other Miscellaneous 62,435 63,664

Total Operating Expenses $2,988,808 $3,068,007

E. Other Revenue (Expenses) -- Net (Specify)

NET OPERATING INCOME (LOSS) $286,853 $721,372

F. Capital Expenditures

v

1. Retirement of Principal $183,858 $190,914
2. Interest 13,545 6,489
Total Capital Expenditures $197,403 $197,403
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES $89,450 $523,969
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6.

A. Please provide the current and proposed charge schedules for the proposal. Discuss any
adjustment to current charges that will result from the implementation of the proposal. Additionally,
describe the anticipated revenue from the proposed project and the impact on existing patient
charges.

RESPONSE: Average gross patient charge per case, as reported in the Historical Data Chart for
2015, was $10,814. The average deduction from gross patient charges was $8,189, resulting in an
average net charge per case of $2,624.

Average gross patient charge per case, as reported in the Projected Data Chart and based on Year
2 projections, is $10,609. The average deduction from gross patient charges was $8,399, resulting
in an average net charge per case of service of $2,210.

Despite the addition of surgical services, the projected net charges per case are actually projected
to be lower with the increased patient case volume. Approval of the modification of conditions at
Providence Surgery Center will favorably impact existing patient charges.

B. 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).

RESPONSE: Information is provided in TAB 12. As an ASTC reimbursed as a freestanding ASC,
Providence Surgery Center offers a clear cost advantage compared to hospital-based ASCs like
Tennova Healthcare - Lebanon. This extends to patient co-payments and deductibles.

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

RESPONSE: Providence Surgery Center has been operating at a loss since 2014. lIts proposed
modification of conditions is financially feasible and represents a cost-effective alternative to
hospital-based outpatient services. As indicated in the Projected Data Chart, projected utilization
will be sufficient to allow Providence Surgery Center to operate efficiently and effectively.

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

RESPONSE: As indicated in the Projected Data Chart, projected cash flow will ensure financial
viability within two years and over the long-term.

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.

RESPONSE: The facility currently participates in the TennCare MCOs operating in Middle
Tennessee and has a history of providing care regardless of payor source. During the first year of
operation, the facility's payor mix is anticipated to be 11.8% Medicare, 14.5% TennCare, and 0.3%
self pay. This amounts to a projected $1,855,900 in Medicare gross charges in Year 1 and
$2,280,556 in TennCare gross charges in Year 1.
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10.

1.

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.

RESPONSE: Please see Attachment C, Economic Feasibility — 10 (Tab 16).

Describe all alternatives to this project which were considered and discuss the advantages and
disadvantages of each alternative including but not limited to:

a.

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.

RESPONSE: Recognizing the benefits of outpatient surgery centers such as the Providence

Surgery Center ASTC, Saint Thomas Health is actively involved in 13 other similar joint
ventures with United Surgical Partners International throughout the greater Nashville area.
Please see Attachment A4, Related Healthcare Institutions (Tab 3).

This strategy remains vital today more than ever, in response to the Affordable Care Act
(ACA) and continued pressure from payors to contain healthcare costs. Saint Thomas
Health formed one of the nation's first Accountable Care Organizations (ACOs),
MissionPoint Health Partners, in August 2011. Its goal is to assist doctors, employers and
patients to work more closely together to trim medical costs and make people healthier
under insurance plans. The concept behind the physician-led program is to help
stakeholders in a patient's care — including doctors, hospitals, pharmacies and payers — to
get in sync at a time when insurers are pushing for better coordination of care and linking
payment amounts to health outcomes. MissionPoint works closely with patients, both when
they are well and when they are sick.

ASTCs such as Providence Surgery Center play an important role within the ACA and ACO
care delivery model for containing costs, promoting quality and increasing accessibility. In
2014, the Lebanon Surgery Center multispecialty ASTC under Tennova Healthcare -
Lebanon (f/k/a University Medical Center) ceased opearations. As documented in the
Medicare pricing differential rates in Attachment C, Need - 1 (Tab 12), freestanding ASCs
were reimbursed at about half the rate as hospital-based facilities. This has a direct impact
on patient deductibles and co-payments as well. Since Medicare rates often form a basis for
third-party reimbursement, the impact of this differential on the service area population is
even more widespread.

Modifying the conditions to Providence's existing ASTC became the most cost effective and
efficient operational decision.

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.

REsPONSE: Modifying the conditions to Providence's existing ASTC does not require new
construction.
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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.

RESPONSE: Providence Surgery Center has many active managed care contracts in place to
provide for seamless care of its patients, including:

o Aetna

e Americhoice TennCare

e Amerigroup TennCare

¢ Beech Street

e Bluegrass Family Health Plan

e Blue Cross Blue Shield — TN — Ntwk P & S
e BlueCare/TennCare Select

e Bridgestone Firestone — WC arrangement
e Center Care Network

e Cigna HMO, POS, & PPO / Med Solutions
e Corvel

e Coventry / First Health

e Health Payors Organizations (HPO)

e HealthSpring HMO / Medicare Advantage
e Humana — Military — Tricare Prime

¢ Humana - all products

¢ Nissan — Work Comp arrangement

e Orchid Medical — Work Comp

e Prime Health

e Multiplan / Private Healthcare Systems

¢ Novanet - all products

o Signature Health Alliance — access through Bluegrass
e United Healthcare — all products

e USA Managed Care

e Windsor Health Plan of TN — MEDICARE EXTRA

2. 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.

REsPONSE: Consistent with its prior CON approvals (CN0411-103 and CN1006-028) to improve
patient access, Providence is now seeking approval for its modification under the ASTC access
special considerations found in Sections 11.a and 11.b of this rule.

o All three service area counties are federally-designated medically underserved areas
(“MUAs") (Wilson — entire county; Davidson and Rutherford — partial county)
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e Providence has a noteworthy history of providing care to both Medicare and TennCare
MCO patients.

The following factors contribute to the lack of access to ASTC services in Wilson County.

e The only multispecialty ASTC in Wilson County, Lebanon Surgery Center (Tennova
Healthcare — Lebanon, f/k/a University Medical Center), is no longer operationat. It did
not serve any patients in 2014 and has not filed a Joint Annual Report (“JAR") for 2015.
It was authorized for three operating rooms and one procedure room.

e The three existing ASTCs in Wilson County are restricted to only a handful of specialties
- gastroenterology, ophthalmology, orthopedics and pain management.

o The four existing ASTCs in the secondary service area offering ENT services are above
the 70% minimum utilization level while all 14 existing ASTCs are only slightly below the
minimum (67.2%).

e The only hospital-based outpatient operating rooms in Wilson County (Tennova
Healthcare — Lebanon) reported 87.6% utilization.

e The only ASTC services outside of Lebanon in Wilson County are at Providence in Mount
Juliet. Mount Juliet is the most populous and fastest growing city in Wilson County.

e Providence’'s ASTC was last profitable in 2013. As indicated by the various physician
letters of support, Providence can achieve improved operational efficiency and financial
sustainability with this requested modification of conditions.

e Atthe same time, patients and payers will continue to benefit from Providence's lower
cost freestanding ASTC rates compared to a higher cost hospital-based ambulatory
surgery center.

Therefore, Providence’s proposal will not have on an adverse impact on the utilization rates of
existing providers in the service area of the project.

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.

RESPONSE: Due to an anticipated increase in the volume of patients served, this project will require
a 3.0 full-time equivalent employee (FTE) increase in professional and support staff. There are
12.0 FTEs already at Providence Surgery Center, including 10.0 FTEs serving in clinical functions.
The expanded facility will require 15.0 FTEs, including 13.0 FTEs in clinical functions.

Additional candidates are readily available from within the existing surgery center network or in the
marketplace in general. Providence Surgery Center will utilize a number of channels to secure
needed staff, including in-house listings of available positions, advertisements in local and regional
newspapers, advertisements in professional publications, and recruiting firms. Saint Thomas
Health, United Surgical Partners International and Providence Surgery Center all have a history of
successfully recruiting professional and administrative staff because they provide competitive
compensation and benefits and are committed to the retention of existing personnel.

The table below illustrates current and proposed staffing levels of the proposed project.

Certificate of Need Application August 2016
Providence Surgery Center Page 41



CURRENT AND PROPOSED STAFFING LEVELS

(FUuLL TIME EQUIVALENTS)
Position Current Proposed FTE Variance
RN 7.5 9.5 2.0
Surg Tech 2.5 3.5 1.0
Med Assist/Ofc 2.0 2.0 0.0
Total FTEs 12.0 15.0 3.0

The table below profiles comparable positions and salaries for the Nashville-Davidson-
Murfreesboro MSA. Providence Surgery Center’s salaries and wages (excluding benefits and
bonuses) are competitive with the market. Proposed hourly salaries for key positions are
presented below.

NASHVILLE-DAVIDSON-MURFREESBORO MSA
MAY 2015 HOURLY WAGE RATES

Nashville MSA*

Projected
Position Compensation 25th Pctile Mean Median  75th Pctile
RN $30.36 $23.44 $28.49 $28.28 $33.82
Surg Tech $24.97 $16.93 $20.24 $19.59 $23.01
Med Assist/Ofc $14.79 $13.23 $15.87 $15.54 $17.97

Sources: Internal sources; US Bureau of Labor Statistics

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.

RESPONSE: A number of channels are utilized to increase staffing, including in-house listings of
available positions, advertisements in local and regional newspapers, advertisements in
professional publications, and recruiting firms. Saint Thomas Health, United Surgical Partners
International and Providence Surgery Center all have a history of successfully recruiting
professional and administrative staff. They provide competitive compensation and benefits and
are committed to the retention of existing personnel.

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.

RESPONSE: Providence Surgery Center has reviewed and understands the licensure and
certification requirements for medical and clinical staff. As an existing licensed and accredited
facility, Providence Surgery Center has administrative policies and procedures in place to ensure
that licensure and certification requirements are followed.  Furthermore, Providence Surgery
Center maintains quality standards that are focused on continual improvement.
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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.).

RESPONSE: The applicant is not currently involved in any training programs, but is willing to
consider this under the auspices of an appropriate educated institution.

(a) 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.

RESPONSE: Providence Surgery Center is licensed by the Tennessee Department of Health. The
current license expires May 30, 2017. Providence Surgery Center has reviewed and understands
the licensure requirements.

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

RESPONSE: Licensure: Board for Licensing Health Care Facilities, State of Tennessee, Department
of Health. The current license expires May 30, 2017. Please see Attachment C, Contribution to
the Orderly Development of Health Care — 7.(b) (Tab 17).

Accreditation: Providence Surgery Center is accredited by The Joint Commission. Accreditation
expires June 17, 2018. Please see Attachment C, Contribution to the Orderly Development of
Health Care — 7.(b) (Tab 18).

(c) 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.

RESPONSE: Please see Attachment C, Contribution to the Orderly Development of Health
Care — 7.(b) (Tab 17). The current license is valid until May 30, 2017.

(d) 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.

RESPONSE: There are no outstanding deficiencies.

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
regardless of whether such license is currently held.

RESPONSE: There have been no final orders or judgments placed against Providence Surgery
Center or any entity or person with more than 5% ownership.
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10.

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

RESPONSE: There have been no civil or criminal judgments against Providence Surgery Center or

any entity or person with more than 5% ownership.

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.

RESPONSE: Yes, Providence Surgery Center 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. Additionally,
Providence Surgery Center submits a Joint Annual Report (JAR) to the Department of Health and
will continue to do so.
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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.

RESPONSE: Please see Attachment D — Proof of Publication (Tabs 19-20).

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.

RESPONSE: Please see the project forecast completion chart below. (There will be no
construction or renovation of the existing facility.)

Form HF0004
Revised 02/01/06
Previous Forms are obsolete
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PROJECT FORECAST COMPLETION CHART

Enter the Agency projected Initial Decision date, as published in T.C.A. § 68-11-1609( 10/26/2016

Assuming the CON 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.

DAYS Anticipated Date
REQUIRED (MONTH/YEAR)
1. Architectural and engineering contract signed N/A
2. Construction documents approved by the Tennessee
Department of Health N/A
3. Construction contract signed N/A
4. Building permit secured N/A
5. Site preparation completed N/A
6. Building construction commenced N/A
7. Construction 40% complete N/A
8. Construction 80% complete N/A
9. Construction 100% complete (approved for occupancy) N/A
10. *Issuance of license 30 Jan-17
11. "Initiation of service 0 Jan-17
12. Final Architectural Certification of Payment N/A
13. Final Project Report Form (HFO055) N/A

*  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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AFFIDAVIT

STATEOF __ (|||

COUNTY OF /L ng:\'\

ﬂ// CL /4{&3 /%ﬁ“ﬂ/ being first duly sworn, says that he/she is the applicant

named in this ap |cat|on or hlsf@r lawful agent, that this project will be completed in accordance
with the application, that the applicant has read the directions to this application, 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 complete.

i

ST aAlle a Notary

Sworn to and subscribed before me this | | day of

I'(M:onth) (Year)

4
Public in and for the County/State of | 3\\ / [N

NOTARY PUBLIC

My commission expires Vst - , A,
(Month/Day) (Year) ‘\\‘o:pﬂm%a,,’
- STATE OF B
* TENNESSEE *
* NOTARY !
o', PUBLIC R
%0, %
"'a (7 "aan®
'1"' ¥ oF o#"\\o

U
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This Document Prepared By:
Daniel W, Small .
Aftorney At Law . my ety E
One Burton Hills Blvd,, Suite 330 . of TR
Nazbville, Termessee 37215 ) o
200 SEP 29 ANID: 2
ARTICLES OF ORGANIZATION J DARNELL
ILE
PKW, LLC secﬂm ARY OF STATE

The undersigned, acting as Organizer of a Himited lisbility company under Tenmesses Limited Liability
Compeny Act, Tennesses Code Annatated, Title 48, Chapters 201248, hereby adopts the following
Articles of Organization for such limited lisbility company:

ARTICLE I
The name of the limited lisbility cormpany (thg "Company”) is PKW, LLC,

ARTICLE IY

The street address and zip code of the initial registered office of the Company shall be One Burton
Hills Boulevard, Suite 330, Nashville, Davidson County, Termessee 37215, The nmme of the
Company's initial registcred agent at its initial registered office is Daniel W. Small.

ARTICLE I

The name and address of the Organizer is Danicl W. Small, Suite 330, One Burton Hills Boulevard,
Nashville, Davidson County, Termessee 37215,

ARTICLEIV
At the date and time of formation, the Company has three members.

ARTICLE V

The Company shall be managed by the members.

8. All powers shall be exercised by or under the suthority of, and the business and
affairs of the Company shall be managed by or under the direction of, the member(s).

b. Whencver the members are required or permitied to take action by vote, such ection
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msy be 1aken without a meeting on action by written consent, setting forth the action
so taken and specifying that the required number of members entitled to vote thereon
consert to the taking of sction on writlen consent without » meeting, with the -
required number necessary W provide such consent being provided for in the
Operating Agreement of the Company (the "Operating Agreement®). Any suchaction
sh:ﬂbeuwhdmdeﬂ'ecﬁveumymeebngmdvmdlnymkmltmmm]w
special meeting of the members,

The required vote for all decisions which shall require action by the members shall
be as specified in the Opemting Agreement.

New members shall be admitted 0 the Company in the manner prescribed in the
Operating Agreement.

The Chief Manager and such other managers as shall be designated in the Operating
Agreement or by election of the members shall have such suthority and shall perform
the dutics set forth in the Operating Agreement or as prescribed by the members of
the Company.

ARTICLE VI

At the date and time of the filing of these Articles of Organization, there are three (3) members of the

ARTICLE VI

The Company shall be forrned and its existence shall begin at the time these Articles of Organization
are filed with the Secretary of State of the State of Termessee.

ARTICLE viXI

The street address and zip code of the principel executive office of the Company, including the county
in which the principal executive office is locsted, arc 1430 Baddour Parkway, Suite A, Lebenon,
Wilson County, Termessee 37087.

ARTICLE IX

The Company shell not have the power or authority to expel 8 member.
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ARTICLE X

The duration of the Compary shall be limited to a specific term commencing on the date of the filing
of these Articles of Organization and ending on September 26, 2028.

ARTICLE XI

The Company shall have the power and authority to carry on any business permitted, and to have and
exercise all of the powers snd rights canferred, by the Tesmessee Limited Liability Compeny Act, as
smended from time to time, or any successor provisions thereto,

ARTICLE XNI

The members of the Company shall not have preemptive rights.

ARTICLE X1I¥

In the event of the death, retirement, withdmwal, dissolution or bankruptcy of a member or the
occurrence of ary event that terminates the membership of & member in the Company, the existence
and business of the Company shall be tesminated; provided, however, that the existence and business
of the Comparry may be continued by the affinmative consent of 8 majority in interest of the remaining
membexrs, subject to the provisions of the Operiting Agreement. A member may transfer governance
rights in the Company upon the affirmative consent of a majorify in interest of the non-transferring
members, subject to the provisions of the Operating Agreement.

ARTICLE XIV

2. The Compeny shall have the power to indenmify any person who has taken an action
of management 88 & member, manager, employee or agent of the Company, or any
other person who is serving st the request of the Company in any such capacity with
another foreign or domestic corporation, limited lisbility company, partoership, joint
venture, trust or other enterprise (including, without limitstion, any employee benefit
plan), to the fullest extent permitted by the Tenmessee Limited Liability Company Act
as it exists an the datc hereof or as it may hercafier be amended, and any such
indemnification may continue ss to any person who has ceased to be a member
manager, employee or agent and may imure to the benefit of the heirs, executors-and
administrators of such person.
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b. By sction of ity managers, notwithstanding asry interest of the managers in the action,
ﬁwConwmymhsnmdnﬁnni;W,hmchm&mﬁutbm
deemn sppropriate, to protect any member, manager, employee, or agent of the
Company, umyoﬂmpulon.whouuwmatﬂ:uquatofucunmy
in any such czpacity with another forcign ar domestic corporation, limited liability
company, partnership, joint venture, trust or other enterprise (including, without
limitation, smy employce benefit plan), against lisbility asserted against him or
mcurred by him in smy such capacity or arising out of his status as such (including,
without liniiiation, cxpenses, judgments, fines and smounts peid in settiement) t6 the
fullest extent permitted by the Termessee Limited Liability Compamny Ast as it exists
on the date hereof or as it may hereafter be amended, and whether or not the
Company would have the power or would be required to indemmify such pexson under
the terms of these Articles of Organization or any agreement or provision of the
Operating Agreementor the Tennesses Limited Linbility Company Act. For purposes
of this paragraph (b), “fines” shall include miry excise taxes assessed against a person
with respect to any employee benefit plan.

ARTICLE XV

The Organizer shall have the power to form the Company pursuant to Tennessee Code Armotated,
Section 48-203-102 and, in that capacity, may file these Articles of Organization with the Secretary
omee of the Suteome uweptmiﬁll mmmﬁmmmmmmmm
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The undersigned person, having capacity to contract and act as a manager of a limited
liability company, adopts the following Amendment of the Articles of Organization for such
Company under the Termessee Limited Liability Company Act:

1. Name. The name of the Company is:
Tenn SM, LLC (formerly PKW, LLC)
2, Amendments.

(a)  Article Il of the Articles of Organization is amended to read as follows:

Registered Office and Agent. The Compamy’s registered office is 211
Commerce Street, Suite 1000, Nashville, Tennessee 37201, which is located in
Davidson County, and its registered agent at that office is Steven J, Eisen, Esq.

®) Articles IV and VI of the Articles of Organization are amended to read as
follows:
Members. At the date of the filing of these Articles, there are two Members.

3. Adoption. The amendment was duly adopted by the unanimous consent of the
members on February 19, 2004.

4, Effective Date. This amendment is to be effective when filed by the Secretary of
State.

Dated: February 19, 2004.

This Instrument Prepared By:
Baker, Donelson, Bearman, Caldwell & Berkowitz
Comumerce Center
Suite 1000
211 Commerce Street
Nashville, Tennessee 37201
(615) 726-5600

N SJE 456005 v!
2826075-000010 02/27/2004
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small .Soper & Oakley Fax 6152526001

.H:BJMAmNm
6™ Floar, Willisin R, Suodgrees Tower
Nnhvﬂs.TN ana

LIMITED LIABILITY COMPANY CONTROL NUMBER (IF KNOWN) 0454717 _
PURSUANT TO THE PROVISIONS OF §48-200-104 OF THE TENNESSEE LIMITED LIABILITY

COMPANY ACT, THE UNDERSIGNED ADOPTS FOLLOWING ARTICLES OF AMENDMENT TO
ITS LIMITED LIABILITY COMPRANY:

PLEABE MARK THE BLOCK THAT APPLIES:

[8 AMENDMENT I8 TO BE EFFECTIVE WHEN FILED BY THE BEORETARY OF 8TATE,

(3 AMENDMENT i TO BE EFFEGTIVE oaTR) (g

(NOT TO BE LATER THAN THE BOTH DAY AFTER THE DATE THIS DOCUMENT 18 FILED.) fF

NEITHER BLOCK 13 CHECKED, THE AMENDMENT WL BE EFFECTIVE AT THE TIME OF

FILING.

7. PLEASE INSERT THE NAME OF THE LIMITED LIABILITY GOMPANY A8 T APPEARS ON
RECORD:  pyw, 1LC

IF CHANGING THE NAME, INSERT THE NEW NAME ON THE LINE BELOW:

Tenn 8M, LLC
2. PLEASE INSERT ANY CHANGES THAT APPLY!
A PRINCIPAL ADDREBSS; ——
Tony STATEISGUNTY b7 2o]s
B. REGISTERED AGENT
C. REGISTERED ADDRE?S: T
cITY “STATE “ZIP CODE “COUNTY

D. OCTHER CHANGES: ' '
3. PLEASE COMPLETE THE FOLLOWING BENTENCE BY FILLING N THE. DATE AND BY CHECK-

ING ONE OF THE: TWO BOXES:
THE AMENDMENT WAS DULY ADOPTED ON _10/4/03 BY THE

[JBOARD OF GODVERNORS WITHOUT MEMBER APFROVAL AR BUCH.WAS NOT UIRED
MEMBERS N

Ragiscexed Agent
1oN A

Daniel W. Sml:LIE Eﬂi-

RDA 2458

83,4247 (RBV, /07) ’ Fing Fest $20.00




8/8/2016

Tennessee Secretary of State
Tre Hargett

Business Services Charitable Civics

Certificate of Existence - Business Services Online

Elections Fantasy Sports Publications Library & Archives Contact Us

Business Services Online > Request a Certificate of Existence > Data Entry

Certificate of Existence

000454717: TENN SM, LLC

Secretary of State Control Number: 000454717

Name: TENNSM, LLC
Type: Limited Liability Company
Formed in: TENNESSEE

Principal Office Address: JEN MORAN
15305 DALLAS PKWY STE 1600
ADDISON, TX 75001-6491 USA

Status - SOS: Active
Standing - Annual Report: Good
Standing - Registered Agent: Good
Standing - Other: Good

Standing - Revenue; Other

Your request for a Certificate of Existence cannot be completed for this business entity.

Requested By H Print Form ‘

+# Please contact the TN Department of Revenue at 615-253-0700. Inform them that you are attempting to obtain an Online Certificate of Existence and need to
address any outstanding tax issues. If you still have questions, please contact us at the number below.

Please contact us at (615) 741-6488 or via email at TNSOS.CERT@tn.gov if you have questions or need further assistance.

Division of Business Services
312 Rosa L. Parks Avenue, Snodgrass
Tower, 6th Floor
Nashville, TN 37243
615-741-2286
8:00 a.m. until 4:30 p.m. (Central)
Monday - Friday.

Directions | State Holidays | Methods of Payment

| Contiae ]__ Cancel |

Business Filings and Information (615) 741-2286 | TNSOS.CORPINFO@tn.gov
Certified Copies and Certificate of Existence (615) 741-6488 | TNSOS.CERT@tn.go
Motor Vehicle Temporary Liens (615) 741-0529 | TNSOS.MVTL@tn.gov
Notary Comimissions (615) 741-3699 | TNSO5.4
Uniform Commercial Code (UCC) (615) 741-3276 | TNSOS.UCC@tn.gov
Workers' Compensation Exemption Registrations (615) 741-0526 | TNSOSWCER@tn.gov
Apostilles & Authentications (615) 741-0536 | TNSOS.ATS@tn.gov
Summons (615) 741-1799 | TNSOS.ATS@
Trademarks (615) 741-0531 | TNSOS.ATS

Nonresident Fiduciaries (615) 741-0536 | TNSOS.ATS@tn.gov

https://tnbear.tn.gov/EC ommerce/CertOfExistence.aspx?C N=000196085185065084216141015001085111124104062237 12



NO004801 3730109160809

TENNESSEE DEPARTMENT OF REVENUE

TENN SM, LLC

ATTN: TAX DEPARTMENT
15305 DALLAS PKWY STE 1600
ADDISON TX 75001-6491

August 9, 2016

Account Type: FRAN/EXCS2
Account No.: 319148384

We have received and processed your request for tax clearance for the account indicated above. Your certificate of
tax clearance is attached below. If you have a Tennessee charter or certificate of authority, this certificate, along
with the appropriate reports, forms, and fees required, must be submitted to the following address:

Secretary of State
312 Rosa L. Parks Ave.
6th floor
William R. Snodgrass Tower
Nashville, TN 37243

Centificates  of clearance  for  Centiticate  of  Existence/Authorization or Reinstatement of Corporite
Charter/Certificate  of Authority are invalid after 45 days past the effective date. For additional information
regarding your Tenmessee charter or certificate of authority, please contact the Tennessee Secretary of State,
Division ol Business Services at 615-741-2286.

NE TACH HERE AND SUBMIT TO THE TENNESSEE SECRETARY OF STATE

TENNESSEE DEPARTMENT OF REVENUE
500 DEADERICK STREET
ANDREW JACKSON STATE OFFICE BUILDING
NASHVILLE, TN 37242

CERTIFICATE OF TAX CLEARANCE
August 9, 2016

FENN SM,LLC Notice No.: 3730109160809

13303 DALLAS PKWY STE 1600 Account Nou: 319148384

ADDISON, 1X 75001 See. of State Control No.: 0454717
Elective Date: August Y, 2016

Tax Clearance has been granted lor CONFIRMATION OF GOOD STANDING
This is 1o certily that all applicable reports have been
filed and that fees, penalties and taxes have baen paid
as required by revenue laws of this state.
Richard H. Roberts
COMMISSIONER OF REVENUE
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PROVIDENCE SURGERY Statement No. LD 108
CENTER
Prepared by Approved | Title
ALG by
CW Facllity Organizational Plan
Date: Jan 09; Page
Revised 10f1
4/10;11/10

Purpose: The organizational plan for the Providence Surgery
Center is designed to ensure proper lines of authority and
communication to achieve optimal, safe and professional operation
of the facility. The following chart will be revised and updated

as necessary.

Facllity Organizational Chart




[ Governing Board
\ >
1
| | r | | §
United Surgical Medical Executive | Physician Partners
Partners Committee
Tntaynatrinnal \ I J
Facility [ Medical Staff )
Administrator
5 -

Front Office
Personnel
‘ Clinical Personnel ]




Providence Surgery Center

Ownership Detail, 7-21-2016

Shares / Units

Non-Physician Partners

Biscan, Robert

Saint Thomas/USP Surgery Centers, L.L.C.
SubTotal

Physician Partners

Eby MD, James

Elalyli MD, Tarek

Kaelin, Jr. MD, Charles

KLN Management, LLC

S Dixit MD Inc

Taleghani MD, Christopher K.

Total

Current
# of Units

100

37.77
36.67
74.44

4.26
4.26
4.26
4.26
4.26
4.26
25.56
100.00

%

100%

37.77%
36.67%
74.44%

4.26%
4.26%
4.26%
4.26%
4.26%
4.26%
25.56%
100.00%
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Related Healthcare Institutions



Saint Thomas/USPI Ambulatory Surgery Center Locations

e NS

WILLIAMSON

WILSON

RUTHER

ID Facility

ID Facility

1 Tullahoma Ambulatory Surgery (Not pictured)
2 Northridge Surgery Center

3 Baptist Plaza Surgicare

4 Baptist Ambulatory Surgery Center

5 Saint Thomas Surgicare

6 Eye Surgery Center of Nashville

7 Clarksville Surgery Center (Not pictured)

8 Middle Tennessee Ambulatory Surgery Center
9 Mid-State Endoscopy Center

10 Physicians Pavilion Surgery Center

11 Patient Partners Surgery Center

12 Franklin Surgery Center

13 Lebanon Endoscopy Center

14 Providence Surgery Center
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MANAGEMENT AGREEMENT

This Management Agreement (“Agreement”) is made and entered into effective as of
this 1™ day of October, 2012 (“Effective Datc”), by and between USP Tennessee, Inc., a Tennessee
corporation (“Manager”), and TENN SM, LLC, a Tennessee limited liability company (the
“Company”), with reference to the following facts:

RECITALS

A Manager and Saint Thomas Network, a Tennessee non-profit corporation
t/k/a Saint Thomas Health Services (“STN"), are the sole members of Saint Thomas/USP Surgery
Centers, L.L.C. (“JV”), a Tennessee limited liability company that is an owner of the Company.

B. The Company owns and operates an outpatient surgery center known as
Providence Surgery Center, located at 5002 Crossing Circle, Mt. Juliet, Tennessee 37122 (the

“Surgery Center”).

C. Menager and the Company desire to enter into an agreement whereby
Manager will manage the Surgery Center for the Company.

THEREFORE, the Company and Manager agree as follows:
AGREEMENT

1. Management of the Surgery Center. Manager will conduct the day-to-day

business of the Company in accordance with the terms and conditions of this Agreement, and is
authorized to expend funds in accordance with the capital and operating budgets of the Company
(each a “Budget”). In providing its services hereunder, Manager shall cause the Surgery Center to
be operated and managed in a manner that furthers the charitable purposes of STN, and the
charitable purposes of STN’s tax-exempt affiliates. Notwithstanding any contrary provision
contained in this Agreement, Manager shall not engage in any activity which, under the governing
documents of the Company, requires the prior approval of the Company, STN, Ascension Health or
any other entity that controls STN without first obtaining such approval.

2. Management Services.

(a) The Company hereby engages Manager, and Manager hereby accepts the
engagement, to provide day-to-day management services to and for the Surgery Center, subject to
oversight and control by the Company as provided in Section 2(f) below. Such services shall
include but are not limited to the following services:

(i) Preparing all policies and procedures for the safe, efficient and lawful
operation of the Surgery Center; '

(ii) Designing, instituting, supervising and from time to time revising and
amending management, operational, financial and informational systems in order to conduct the
physical and administrative operations of the Surgery Center, including but not limited to those
required for billing and collection of charges, accounting and purchasing. Manager shall cause to

|
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be prepared and submitted in a proper manner and in a timely fashion all cost reports required to be
submitted pursuant to the requirements of third party payors or any authority having jurisdiction
over the Surgery Center;

(ili) Hiring, training, supervising and terminating all staff (including the
recruitment of an Administrator of the Surgery Center), establishing, revising and maintaining
protocols, wage scales, rates of compensation, employee benefits and staffing schedules, provided
that all such employment policies and procedures shall comply with laws, rules and regulations
governing workplace discrimination and provided that all medical and professional matters shall be
the responsibility of the Company, the Medical Director and medical staff of the Surgery Center.
After an initial transition period, (A) such Administrator and the Surgery Center employees shall be
employed by Manager, or by another affiliate of USP Domestic Holdings, Inc., a Delaware
corporation (“Parent”), and leased to the Company at cost (including the cost of all employee
benefits); and (B) the Surgery Center employees shall participate in and be compensated through
the employee benefit programs established from time to time by Parent;

(iv) Negotiating and entering into contracts for and on behalf of the
Surgery Center in the usual course of business, including without limitation managed care contracts,
group purchasing arrangements and other arrangements for payment for the delivery of health care
services by the Surgery Center (subject to pricing parameters established by the Company and
excluding contracts that require Company approval), radiology, laboratory and anesthesia contracts
and contracts of insurance pursuant to the master insurance policies and programs maintained by
Parent for its affiliated surgery centers, except for those contracts of insurance provided to the
Company through an affiliate of STN;

(v) Subject to the Company’s Governing Board (the “Board™) approval,
developing all promotional literature and brochures for the Surgery Center and implementing all
advertising of the Surgery Center approved in any Budget, it being intended however that Manager
shall not directly or indirectly provide marketing for the Surgery Center or bring patients or induce
referrals to the Surgery Center;

(vi) Subject to the right of the Company to review and modify such charge
structure, establishing, maintaining, revising and administering the overall charge structure for the
Surgery Center, including but not limited to surgical charges, charges for all ancillary services and
charges for supplies, medication and special services;

(vii) Administering the systems for the timely issuance of bills for services
provided by the Surgery Center and for the timely collection of accounts and monies owed to the
Surgery Center;

(viii) Administering the accounting procedures and controls, in accordance
with generally accepted accounting principles, and the administration of systems for the preparation
and safekeeping of records and books of account relating to the business and financial affairs of the
Surgery Center;

(ix) Preparing for the Company’s review and approval of annual Budgets;

(x) Establishing an ongoing evaluation of all safety and quality
improvement aspects of the Surgery Center's operation (including without limitation submitting an

2
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annual report to the Board on the compliance of the Surgery Center with the safety and quality
improvement programs at the Surgery Center), and the implementation and administration of
quality improvement programs designed to meet the safety and quality improvement metrics and
other standards imposed by the Board or by licensing and certifying agencies and to bring about a
high standard of surgical care and services in accordance with policies of, and resources available
to, the Surgery Center;

(xi) Administering and supervising a program of regular maintenance and
repair for the Surgery Center, consistent with the Budgets approved by the Company;

(xii) Ensuring that insurance coverages for the Surgery Center are procured
through participation in Manager's insurance programs, except for those contracts of insutance
provided to the Company through an affiliate of STN. The premiums for any such insurance shall
be a cost and expense to be borne by the Company. All such insurance shall name the Company,
Manager and such other individual, corporation, partnership, limited liability company, trust or
other entity as may be requested by the Company as insureds or loss payees. All policies and
certificates of insurance shall, at all times, be available for inspection by the Company. Manager
shall promptly notify the Company of all actual or threatened legal claims or actions affecting the
Company, the Surgery Center and shall coordinate all legal matters and proceedings with counsel
for the Company;

(xiii) Doing or causing to be done all acts, procedures, authorizations and
any and all other matters necessary, appropriate or related to obtaining and maintaining all
necessary licenses, permits and approvals from all regulatory authorities having jurisdiction over the
Surgery Center and/or its operations and obtaining and maintaining accreditation by The Joint
Commission, including without limitation conducting a mock accreditation review in preparation
for the next accreditation review by The Joint Commission; and

(xiv) Causing the Surgery Center to be operated in accordance with any
reasonable efficiency metrics established by the Board and communicated to Manager, as and to the
extent compliance with such efficiency metrics are within the reasonable control of Manager.

) In carrying out its duties, Manager shall manage cash flow, planning,
accounts receivable and third party payor reimbursements.

(c) Manager shall undertake all of its obligations and duties hereunder for the
account of the Company and not for the account of Manager, and Manager shall have no
responsibility or liability for performing any duties that involve making payments or incurring
expenses unless the Company makes adequate funds available therefor. In carrying out its duties
hereunder, Manager shall be an independent contractor and shall not be subject to any right of
control, or any control in fact, of the Company over the methods by which it carries out its duties.
Neither this Agreement nor the exercise of any of the duties of Manager hereunder shall be deemed
to create any partnership, joint venture, association or other relationship between the parties hereto
other than that of independent contractors each as to the other.

(d) Manager shall have the authority to act as the agent of the Company and/or
the Surgery Center in the procuring of licenses, permits and other approvals, the payment and
collection of accounts and in all other activities necessary or useful to Manager in the carrying out
of its duties as specified in this Agreement.

MgmtAgreement_LA_ IMAN_398427_1 (2).DOC



(e) Manager will use commercially reasonable efforts to operate within and to
implement each Budget that is approved by the Company, and Manager is hereby authorized,
without the need for further approval from the Company, to make the expenditures and to incur the
obligations provided for in any such approved Budget. Any monthly expenses over a threshold to
be established by the Company (to be expressed as a percentage of budgeted amounts) that are
outside of an approved Budget shall require advance approval by the Company. Manager will use
tracking systems to monitor costs and progress towards budgeted goals. If no operating or capital
Budget is approved for any year, Manager is hereby authorized to continue expenditures in
accordance with its prior business practices and policies, except that expenditures shall not exceed
for such year 105% of the operating expenditures authorized in the operating Budget for the prior
year without the Company’s prior approval. Notwithstanding the foregoing, Manager is authorized
to expend funds not provided for in an approved Budget to the extent such expenditures are
necessary as a result of greater than budgeted caseload levels, contractual obligations of the
Company or regulatory or other legal requirements.

® Anything in this Section 2 to the contrary notwithstanding, Manager
expressly acknowledges and agrees that the Company at all times during the term of this Agreement
shall exercise the ultimate control and direction of the operations of the Surgery Center. Manager
shall operate within any reasonable parameters, policies and procedures adopted by the Company
and communicated to Manager by the Company, so long as such parameters, policies and
procedures do not, in Manager’s reasonable judgment, jeopardize the quality of patient care
provided at the Surgery Center or require Manager or the Company to engage in any illegal or
unethical acts, or acts which do not further the charitable purposes of STN and its tax-exempt
affiliates.

® The parties acknowledge and agree that STN will perform some of
Manager’s duties hereunder, including, but not limited to, managed care contracting and related
support services, which services (and compensation therefor) shall be similar to the services
currently provided by STN through JV in the Nashville, Tennessee market.

3. Term of Agreement.

(a) The term of this Agreement shall commence on the date first above written
and, unless sooner terminated as provided in this Section 3, shall continue in effect for an initial ten
year term and, so long as Manager or an affiliate of Manager continues to own (directly or
indirectly) an ownership interest in the Surgery Center, one automatic ten year renewal term.
Thereafter, this Agreement shall automatically be renewed for successive five year terms; provided,
however, that Manager shall be terminated as Manager of the Surgery Center on the following
terms: (1) at least six months prior to the end of the ten year renewal term or any subsequent five
year renewal term (the “Notice Period”), STN and the other members who own a majority of the
total ownership interests in the Company then owned by such other members may give notice to
Manager that STN and such other owners have determined in good faith that they are dissatisfied
with Manager’s performance of its obligations as Manager related to financial, quality
assurance/improvement and other operational matters, which notice identifies the dissatisfaction
with such performance; (2) during the Notice Period, Manager shall work in good faith to correct
its performance and/or provide a plan of action; and (3) at the end of the Notice Period, STN and
such majority/owners may determine in good faith that they are still dissatisfied with Manager’s
performance, and this Agreement shall terminate as of the end of the five year term in which such
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notice is given, and STN shall automatically be deemed the new Manager, upon the same terms as
are set forth herein.

(b) This Agreement shall terminate in the event of a Default (as defined in
Section 8 hereof) by one party, upon the nondefaulting party giving written notice of termination to
the defaulting party; or in the event that Manager has committed fraud, embezzlement, gross
misconduct or otherwise engages in conduct that results in a conviction of a felony crime, upon the
Company giving 10 days’ written notice of termination to Manager. If this Agreement is terminated
pursuant to this Section 3(b), the Company may engage a new Manager with the consent of STN
and a majority of the representatives of the physician members on the Board.

4. Management Fees.

(a) As Manager's fee for its management services hereunder, Manager shall
receive monthly an amount equal to 6% of the net revenues of the Surgery Center during such
month (or the portion thereof during which this Agreement is in effect). For this purpose, "net
revenues" shall be the Surgery Center's gross revenues, less adjustments for contractual rates,
charity care and an allowance for uncollectible accounts, all determined in accordance with
generally accepted accounting principles. The fee for each month shall be paid on or before the
15th day of the succeeding month.

(b) In addition to the above management fees, Manager shall be reimbursed by
the Company for reasonable out-of-pocket expénses incurred by Manager on behalf of the
Company, but Manager shall not be reimbursed for any of its indirect or overhead expenses. Such
reimbursement shall include, but is not limited to, all costs of providing the Surgery Center
employees pursuant to Section 2(a)(iii) hereof (including without limitation all compensation and
employee benefit costs) and reasonable travel expenses of employees of Parent and its affiliates
who make periodic business trips to the Surgery Center,

(c) Except as otherwise provided in this Agreement, all of the costs and
expenses of maintaining and operating the Surgery Center and its facilities shall be expenses of the
Surgery Center, for the account of the Company, and shall not be expenses of Manager.

S. Books and Records.

(a Manager shall supervise the maintenance of the books of account covering
the operations of the Surgery Center. The general ledger may, if Manager so elects, be maintained
by Manager through any centralized accounting system maintained by Parent. Such books of
account shall be maintained on an accrual basis in accordance with generally accepted accounting
principles consistently applied.

) Manager shall prepare and furnish to the Company within 25 days after the
close of each month an unaudited financial statement reflecting the operations of the Company for
such month. Manager shall cause to be prepared and furnished within 45 days after the close of
each fiscal year an unaudited balance sheet of the Company dated as of the end of the fiscal year
and a related statement of income or loss for the Company for such fiscal year, all of which may (if
the Company so elects) be certified in the customary manner by an independent certified public
accountant approved by the Company. The expense of any such independent accountants shall be
borne by the Company.
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(© Authorized agents of the Company shall have the right at all reasonable
times during usual business hours to audit, examine and make copies of or extracts from the books
of account of the Company maintained by Manager. Such right may be exercised through any
agent, independent public accountant or employee of the Company designated by the Company.
The Company shall bear all expenses incurred in any examination it makes pursuant hereto.

6. Representations of Manager. Manager represents and warrants that it has been
duly organized and is validly existing as a corporation in good standing under the laws of the State
of Tennessee, with full corporate power to own its properties and to conduct its business under the
laws of the said State.

7. Indemnification.

(a) Manager does not hereby assume any of the obligations, liabilities or debts
of the Company, except as otherwise expressly provided herein, and shall not, by virtue of its
performance hereunder, assume or become liable for any of such obligations, debts or liabilities of
the Company. The Company hereby agrees to indemnify and hold Manager harmless from and
against any and all claims, actions, liabilities, losses, costs and expenses of any nature whatsoever,
including reasonable attorneys' fees and other costs of investigating and defending any such claim
or action, asserted against Manager on account of any of the obligations, liabilities or debts of the
Company or the Surgery Center. The Company further agrees to defend and indemnify Manager
and its officers, directors, employees and agents from and against any and all claims, actions,
liabilities, losses, costs and expenses of any kind imposed on account of or arising out of actions
taken in good faith by Manager or its officers, directors, employees or agents in what Manager or
any such person reasonably believed to be within the scope of their responsibilities under this
Agreement.

(b) Manager agrees to defend and indemnify the Company and its officers,
directors, employees and agents from and against any and all claims, actions, liabilities, losses, costs
and expenses of any kind imposed on account of or arising out of actions taken by Manager or its
officers, directors, employees or agents in bad faith or that constitute gross negligence or willful
misconduct.

8. Default. The following events shall each constitute a “Default” under this
Agreement; (a) the filing of a voluntary petition in bankruptcy or for reorganization under any
bankruptcy law, or a petition for the appointment of a receiver for all or any substantial portion of
the property of either party hereto, or any voluntary or involuntary steps to dissolve or suspend the
corporate powers of Manager, unless such steps to dissolve or suspend are promptly removed; (b)
the consent by either party hereto to an order for relief under the federal bankruptcy laws or the
failure to vacate such an order for relief within 60 days from and after the date of entry thereof; (¢)
the entry of any order, judgment or decree, by any court of competent jurisdiction, on the
application of a creditor, adjudicating either party hereto as a bankrupt, or to be insolvent, or
approving a petition seeking reorganization or the appointment of a receiver, trustee or liquidator of
all or a substantial part of such entity's assets, if such order, judgment or decree shall continue
unstayed and in effect for any period of 60 days; (d) any failure by either party to perform any of
the material covenants, conditions or obligations of this Agreement, including without limitations
those contained in Section 1, 2 and 11 hereof, in any material respect if such a failure shall continue
for a period of 30 days after delivery to the defaulting party, by the other party (or if the defaulting
party is Manager, by the other party or STN) of a written notice specifying such failure, unless such
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failure is not susceptible of being cured within such 30 day period and the defaulting party
commences such cure within such period and diligently prosecutes said cure to completion; (€)
Manager’s commission of fraud or embezzlement or engagement in conduct that results in the
conviction of a felony or crime; and (f) exclusion by Manager from participation in a federal
healthcare program; provided, however, that STN shall have the right, on behalf of the Company, to
provide Manager with written notice of an alleged default of Manager’s obligations under the last
two sentences of Section 1 hereof and to take all further actions on behalf of the Company pursuant
to this Agreement in connection with any such alleged default, including without limitation giving
written notice of termination pursuant to Section 3(b).

9. Competitive Services. It is hereby acknowledged that Manager and its affiliated
companies are currently in the business of developing, owning and operating surgical hospitals,
ambulatory surgery centers and other health facilities and providing ambulatory surgery center
management services to the public apart from the services that Manager will provide to the
Company under this Agreement. Nothing in this Agreement shall prohibit Manager or any of its
affiliated companies from owning and operating surgical hospitals, ambulatory surgery centers or
other health facilities or from providing such management services. The parties acknowledge and
agree that nothing in this Section 9 is intended to affect, in any way, the parties’ obligations under
any other agreements.

10, Assignment. Except as specifically provided in this Section 10, Manager shall not
have the right to assign its rights or delegate its duties hereunder to any unrelated organization
unless it first obtains the written consent of the Company. Manager may assign this Agreement
without consent (a) to a majority-owned subsidiary of Manager, (b) to a partnership, corporation or
entity that directly or indirectly owns a majority of the outstanding equity securities of Manager or
(c) to another partmership, corporation or entity that is, concurrently with such assignment,
succeeding to substantially all of the assets and liabilities of Manager, All of the terms, provisions,
covenants, conditions and obligations of this Agreement shall be binding on and inure to the benefit
of the successors and assigns of the parties hereto.

11. Additional Representations and Covenants.

(a) The execution and performance of this Agreement by each party has been
duly authorized by all applicable laws and regulations and all necessary corporate action, and this
Agreement constitutes the valid and enforceable obligation of each party in accordance with its
terms.

(b) The parties agree to conduct their relationship in full compliance with all
applicable state, federal and local laws and regulations, including, but not limited to, the federal
Anti-Kickback Statute (42 U.S.C. § 1320a-7b(b)) and the Stark law (42 U.S.C. §1395nn). The
parties agree that no part of this Agreement shall be construed to induce or encourage the referral of
patients or the purchase of health care services or supplies (other than services or supplies provided
pursuant to this Agreement). The parties acknowledge that there is no requirement under this
Agreement or any other agreement between the Manager or any affiliate thereof and the Company
that any party refer any patients to health care providers or purchase any health care goods or
services from any source (other than goods or services provided pursuant to this Agreement).
Additionally, no payment under this Agreement is in return for the referral of patients, if any, or in
return for purchasing, leasing or ordering services from Manager or any of its affiliates (other than
purchasing, leasing or ordering services pursuant to this Agreement). The parties may refer patients
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to any company or person providing services and will make such referrals, if any, consistent with
professional medical judgment and the needs and wishes of the relevant patients.

12, Notices. Except as otherwise expressly permitted herein, all notices required or
permitted to be given hereunder shall be in writing and shall be deemed effective when personally
delivered or, if mailed, when deposited in the United States mail, postage prepaid, registered or
certified, return receipt requested. Unless changed by written notice given by either party to the
other pursuant hereto, such notices shall be given to the Company at the following address:

TENN SM, LLC

¢/o0 Saint Thomas Network

102 Woodmont Boulevard, Suite 700
Nashville TN 37205

Attention;  Wesley O. Littrell

with a copy to Bradley Arant Boult Cummings LLP
Roundabout Plaza, 1600 Division Street, Suite 700
Nashville, Tennessee 37203
Attention: E. Berry Holt I1I

and such notices shall be given to Manager at the following address:

USP Tennessee, Inc.

/o United Surgical Partners International, Inc.
15305 Dallas Parkway — Suite 1600-LB 28
Addison, Texas 75001

Attention: Chief Executive Officer

13. Attorneys' Fees. If any action at law or in equity is brought to enforce any of the
terms of this Agreement, the prevailing party shall be entitled to reasonable attorneys, fees and costs
in addition to any other relief.

14, Entire Agreement. This Agreement constitutes the entire agreement among the
parties with respect to the management of the Surgery Center and supersedes any and all prior
agreements, either oral or written, between the parties with respect thereto.

15. Choice of Law; Enforceability. This Agreement shall be governed by and
construed in accordance with Tennessee law, without regard to its conflicts of law principles. The
parties consent to the jurisdiction of the Federal District Court of Middle Tennessee for jurisdiction
of any disputes. In the event that any of the provisions of this Agreement are held to be invalid or
unenforceable by any court of competent jurisdiction, the remaining provisions hereof shall not be
affected thereby.

16. Counterparts; Execution. This Agreement may be executed in multiple
counterparts which, when taken together, shall constitute one instrument. Signatures transmitted by
facsimile or via other electronic transmission system shall be accepted as original signatures.
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17. HIPAA Compliance. The parties agree that, in order to comply with the Health
Insurance Portability and Accountability Act of 1996, Public Law 104-191 and regulations
promulgated thereunder by the U.S. Department of Health and Human Services, Manager and its
affiliates shall meet all requirements and obligations contained in the Business Associate Exhibit,
attached hereto as Annex A and incorporated herein by this reference.

[Signatures on next page]
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IN WITNESS WHEREOF, the parties hereto have executed this Management
Agreement as of the day and year first above written.

USP TENNESSEE, INC.

)

B ﬂm T
Y. A C -
‘— Monica Cinladozvge President

TENN SM, LLC

by kT L s

Robert S, Blscan Vice President

The undersigned agrees to be bound by Sections 2(a)(iii), 2(a)(iv) and 5 of the foregoing
Management Agreement,

USP DO MESTI&UQLDIN\GS, INC.
)
/

W—_ —
“~~Monica Cmtadc{)’ ice President




ANNEX A
Business Associate Exhibit

This Business Associate Exhibit (“Exhibit”) supplements and is made a part of the
Management Agreement (“Agreement”), by and between TENN SM, LLC, a Tennessee limited
liability company, which is a “Covered Entity” as defined in the Standards for Privacy of
Individually Identifiable Health Information, 45 CFR Part 160 and 164 (“Privacy Rule”), and the
Security Standards for the Protection of Electronic Protected Health Information (codified at 45
CFR Part 164, subparts A and C) (the “Security Rule”), and shall hereinafter be referred to as such,
and USP Tennessee, Inc., 8 Tennessee corporation, which hereby acknowledges that it is a
“Business Associate” as defined in the Privacy Rule or the Health Information Technology for
Economic and Clinical Health Act at Title XIII of Public Law 111-5 (“HITECH”), and shall
hereinafter be referred to as such.

RECITALS

A. Covered Entity and Business Associate wish to comply with the Health Insurance
Portability and Accountability Act of 1996, Public Law 104-191 and regulations promulgated
thereunder by the U.S. Department of Health and Human Services (“HIPAA”), the Privacy Rule,
the Security Rule, HITECH and other applicable privacy laws which protect a patient’s privacy and
the security and confidentiality of his/her protected health information (“PHI”).

B. Under the Agreement, Business Associate provides services to the Covered Entity
that involve the use and/or disclosure of certain PHI subject to protection under the Privacy Rule,
the Security Rule and HITECH,

C. Under HIPAA and HITECH, Covered Entity and Business Associate are required to
enter into a contract containing specific requirements restricting the use and disclosure of PHI.

1. Definitions

The terms used but not otherwise defined in this Exhibit shall have the same meaning
ascribed to those terms in the Privacy Rule, the Security Rule or HITECH if applicable.

2. Permitted Uses and Disclosures by Business Associate

()  Except as otherwise limited in the Agreement and this Exhibit, Business Associate may use
or disclose PHI on behalf of, or to perform functions, activities, or services to Covered
Entity as specified in the Agreement. Business Associate shall not use or disclose PHI in a
manner that would violate HIPAA or HITECH if done by Covered Entity, except as
provided at subsections (b) and (c) of this Section 2,

(b)  Except as otherwise limited in the Agreement and this Exhibit, Business Associate may use
or disclose PHI for the proper management and administration of the Business Associate or
to carry out the legal responsibilities of the Business Associate, provided that (i) the
disclosure is required by law, or (ii) the Business Associate obtains reasonable assurances
from the person to whom the information is disclosed that such information will be held
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confidentially and used or disclosed only for the purpose that the disclosure was made and
that such person will prevent its further use or disclosure.

Except as otherwise limited in the Agreement and this Exhibit, Business Associate may use
PHI to provide data aggregation services to Covered Entity as permitted by 42 CFR
§164.504(e)(2)(1)(B).

Obligations of Business Associate

Business Associate agrees to not use or further disclose PHI other than as permitted or
required by the Agreement, this Exhibit or as required by law.

Business Associate agrees to comply with the privacy and security requirements of the
Privacy Rule, the Security Rule and HITECH as further detailed in this Exhibit, as and when
required by 42 U.S.C. §§ 17931 and 17934,

Business Associate agrees to use appropriate safeguards to prevent further use or disclosure
of PHI other than as provided for by the Agreement and this Exhibit,

Business Associate agrees to promptly mitigate, to the extent practicable, any harmful effect
of a use or disclosure of PHI by Business Associate in violation of the Agreement and this
Exhibit.

Business Associate agrees to promptly report to Covered Entity any use or disclosure of PHI
not provided for by the Agreement and/or this Exhibit, including any requests for inspection,
copying or amendment of such information. In addition, Business Associate agrees,
following discovery of a breach of unsecured PHI, to promptly notify Covered Entity of
such breach as and when required by 42 U.S.C. § 17932.

Business Associate agrees to ensure in writing that any agent, including a subcontractor, to
whom it provides PHI received from, or created or received by Business Associate on behalf
of Covered Entity agrees to the same restrictions and conditions that apply to Business
Associate with respect to such information.

Business Associate agrees to provide prompt access to PHI in designated record sets to
Covered Entity whenever so requested by Covered Entity or, if directed by Covered Entity,
to a Patient in order to meet the requirements of HIPAA. To the extent Business Associate
maintains an electronic health record (“EHR”) with respect to PHI on behalf of Covered
Entity, Business Associate shall provide a copy of such PHI in electronic format as required
to enable Covered Entity to fulfill its obligations under HITECH at 42 U.S.C. § 17935(e). If
Patient requests directly from Business Associate (i) to inspect or copy his or her PHI, or (ii)
disclosure of PHI to a third party, the Business Associate shall promptly notify Covered
Entity's Privacy Official of such request and await such official's denial or approval of the
request.

Business Associate agrees to promptly make amendment(s) to PHI requested by Covered
Entity and shall do so in the time and manner requested by Covered Entity to enable it to
meet the requirements of HIPAA., If Patient requests an amendment to his or her PHI
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directly from Business Associate, Business Associate shall promptly notify Covered Entity's
Privacy Official of such request and await such official's denial or approval of the request.

Business Associate agrees to promptly make its internal practices, books and records
relating to the use and disclosure of PHI available to the Covered Entity or the Secretary, in
a time and manner designated by the Covered Entity or the Secretary, to enable the Covered
Entity or the Secretary to determine compliance with HIPAA.

Business Associate agrees to document and provide to Covered Entity all disclosures of PHI
and information related to such disclosures as would be required for Covered Entity to
enable it to meet privacy law requirements for an accounting of such disclosures. To the
extent Business Associate maintains an EHR with respect to PHI on behalf of Covered
Entity, such documentation shall include all disclosures of PHI for treatment, payment, and
healthcare operations made three years prior to the request as and when required by 42
U.S.C. § 17935(c).

Business Associate agrees to cooperate with Covered Entity and its medical staff to preserve
and protect the confidentiality of PHI accessed or used pursuant to the Agreement. Business
Associate may use PHI to report violations of law to appropriate federal and state
authorities, consistent with 45 CFR §164.502(j)(1).

Business Associate agrees to maintain a record of all requests for inspection, copying or
amendment(s) and requests for disclosuwre of PHI not provided for by the Agreement,
including those initiated by a Patient, Covered Entity or third parties, and to promptly
provide such documentation to Covered Entity upon request.

Business Associate agrees to comply with the conditions imposed by HITECH on which
communications related to marketing may be treated as health care operations, as and when
required by 42 U.S.C. § 17936(a).

Business Associate agrees to include, in any fundraising communication it sends on behalf
of Covered Entity that is a healthcare operation as defined at 45 C.F.R. 164,501, a provision
allowing the recipient to opt-out of further such communication and treat such election as a
revocation, as and when required by 42 U.S.C. § 17936(b).

Business Associate agrees that, as and when required by 42 U.S.C. § 17935(d), it will not
directly or indirectly receive remuneration in exchange for the PHI absent a valid
authorization from the individual that includes a specification of whether the PHI can be
further exchanged for remuneration by the entity receiving the PHI of that individual unless
an exception applies.

Obligations of Covered Entity

Covered Entity shall provide Business Associate with a copy of its privacy practices policy
and any changes to such policy.

Covered Entity shall provide Business Associate with any changes in, or revocation of,
permission by a Patient to the use or disclosure of PHI, if such changes affect Business
Associate’s permitted or required uses and disclosures.
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5. Restrictions Requested by Patients

(a) Covered Entity shall notify Business Associate of any restriction on the use or disclosure of
PHI to which Covered Entity has agreed.

(b)  To the extent and when required by 42 U.S.C. § 17935(a), Covered Entity and Business
Associate agree to comply with a request by a Patient to restrict disclosures to a health plan
if the disclosure is for the purpose of payment or health care operations and the PHI pertains
solely to a health care item or service for which the health care provider involved has been
paid out of pocket in full.

6. Security of Electronic PHI

Business Associate will (i) implement, maintain and use appropriate and effective
administrative, technical and physical safeguards to reasonably preserve the confidentiality,
integrity, and availability of electronic PHI as required by the Security Standards; (ii) comply with
the policies and procedures and documentation requirements of the HIPAA Security Rule, including
45 CF.R, § 164.316 as and when required by HITECH; (iii) ensure that any agent, including a
subcontractor, of Business Associate agrees to implement reasonable and appropriate safeguards to
protect the electronic PHI; and (iii) report to Covered Entity any security incident immediately upon
becoming aware of such incident.

7. Minimum Necessary

Covered Entity and Business Associate understand and agree that, as and when required by
42 U.S.C. § 17935(b), the minimum necessary standard, when applicable, requires Covered Entity
and Business Associate to limit PHI they request, use, or disclose, to the extent practicable, to the
limited data set, or, if needed, to the minimum necessary to accomplish the intended purpose of the
use, disclosure, or request until the Secretary of Health and Human Services issues guidance on
what constitutes “minimum necessary,” after which such guidance will apply. Prior to making a
disclosure to which the minimum necessary standard applies, Business Associate agrees to
determine what constitutes the minimum necessary to accomplish the intended purpose of the
disclosure as and when required by 42 U.S.C, § 17935(b).

8. Breach Pattern or Practice

If either party knows of a pattern of activity or practice of the other party that constitutes a
material breach or violation of this Exhibit, if the breach or violation continues despite the other
party’s reasonable steps taken to cure or end the breach or violation, and if termination of this
Exhibit is not feasible, the party with knowledge of the pattern or practice shall report the problem
to the Secretary of Health and Human Services as and when required by the Privacy Rule, the
Security Rule and HITECH.

9. Effect of Breach of Cbligations

Should Business Associate breach any of its obligations herein, Covered Entity shall
provide Business Associate an opportunity to cure the breach and end the violation within the time
specified by Covered Entity. If Business Associate does not cure the breach or end the violation as
specified by Covered Entity, Covered Entity may immediately terminate the Agreement, without

4
MgmtAgreement_LA_IMAN_398427_1 (2).DOC



prejudice to other legal remedies available to Covered Entity, notwithstanding anything to the
contrary in the Agreement.

10, Effect of Termination

()  Upon termination of the Agreement, Business Associate shall promptly return to Covered
Entity all PHI or, upon Covered Entity’s request, destroy such data. This provision shall
apply to PHI in the possession of subcontractors or agents of Business Associate. Upon
destruction of PHI, Business Associate shall certify in writing that such information has
been destroyed.

(b)  If the retum or destruction of PHI is infeasible, Business Associate shall promptly notify
Covered Entity of the conditions that make such return or destruction infeasible. Upon
mutual determination by the parties that return or destruction of PHI is infeasible, Business
Associate shall extend the protections of this Exhibit to such data and shall limit its further
use or disclosure to purposes that make its return or destruction infeasible.

11. Regulatory References

A reference in this Exhibit to HIPAA, HIPAA regulations or the Privacy Rule, the Security
Rule or HITECH shall mean the law or regulation as in effect, including all amendments, at the time
compliance is required.

12. Amendment to Comply with Law

The parties acknowledge that state and federal laws regarding health information and data
security are undergoing rapid change and hereby mutually agree to amend the Agreement and/or
this Exhibit from time to time as necessary to enable Covered Entity and Business Associate to
comply with all legal requirements.

13. Survival Provisions

The respective obligations and rights of Business Associate and the Covered Entity relating
to protecting the confidentiality of a patient’s PHI shall survive the termination of the Agreement
and/or this Exhibit.

14, Interpretation

Any ambiguity in the Agreement or this Exhibit shall be resolved in favor of a meaning that
permits Covered Entity to comply with HIPAA and applicable state and federal privacy laws.

15. Conflicting Provisions

The Agreement and all Exhibits, schedules and attachments thereto are intended to be read
and construed in harmony with each other, but in the event that any provision in this Exhibit
conflicts with the provisions of the Agreement or its attachments, the provisions in this Exhibit shall
be deemed to control, and such conflicting provision or part thereof shall be deemed removed and
replaced with the governing provision herein.
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16. Litigation Assistance

In the event of litigation or administrative proceedings against Covered Entity related to the
performance of obligations under this Agreement based on a claimed violation of HIPAA or any
laws on privacy and data security, Business Associate, its employees, agents and subcontractors
agree to cooperate and submit to deposition or testify in court as appropriate at no cost to Covered
Entity, except where the Business Associate or its agent or subcontractor is the named adverse

party.

17. Mitigation Procedures
Business Associate agrees to have procedures in place for mitigating, to the extent
practicable, any harmful effect known of a use or disclosure of PHI in a manner contrary to law. or
to the provisions of this Exhibit or the Agreement.
18. Sanction Procedures
Business Associate agrees and understands that, to the extent practicable, it must develop a

system of sanctions for any or its employees, subcontractors or agents who fail to comply with the
restrictions of use and requirements to protect PHI provided for in this Exhibit or the Agreement.
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SECOND AMENDED AND RESTATED OPERATING AGREEMENT
of

TENN SM, LLC
A Tennessee Limited Liability Company

THIS SECOND AMENDED AND RESTATED OPERATING AGREEMENT,
effective as of October 1, 2012, is an amendment and restatement in full of that certain Amended and
Restated Operating Agrecment, dated as of May 1, 2008, as amended to date (the “Original Operating
Agreement™), and is entered into by and among Saint Thomeas/USP Swgery Centers, L.L.C., a Tennessee
limited liability company ("JV™), Charles R, Kaclin, M.D. (“Dr. Kaelin"), Robert S, Biscan (“Biscan™) and
cach of the other individuals and entities whose names and addresses are set forth under the heading
"Physician Members" on Schedule A attached herelo, as the same may be modified from time to time. JV,
Biscan and the Physician Members named in Schedide 4 attached hereto, together with any persons
hercafter becoming Members hereof and excluding any persons hereafter withdrawing from the Company
as Members, from and after the time of such withdrawal, are hereinafter collectively referred to as the
“Members.”

DEFINITIONS

The following dcfinitions shall be applicablc to the terms set forth below as used in this
Agreement:

“1933 Act” shall be as defined in Section 15.7(a).

“Act” means the Tennessee Limited Liability Company Act, as the same may be amended
from time to time, and any successor 1o such Act.

“Affiliate” means with respect to a specified Person, any Person that directly or indirectly
controls, is controlled by or is under common control with the specified Person. As used in this definition,
the term “‘control™ means the possession, directly or indirectly, of the power to direct or cause the direction
of the management and policies of a Person, whether through ownership of voting securities, by contract or
otherwise, Each of USP and Health System is an Affiliate of the JV.

“Affiliated Person™ shall be as defined in Section 14.7(a).
“Agreed Value” shall be as defined in Section 15.11,

“Agreement” means this Second Amended and Restated Operating Agreement of TENN
SM, LLC, a Tennessee limited liability company, as thc samc may be amended or modified from time to
time in accordance with Article XIX hereof] together with any and all schedules, exhibits and attachments
expressly referred to herein,

“Annual Eligibility Affirmation Statement™ means the form of statement attached hereto
as Schedule B,
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“Available Cash” means, at the time of determination, all cash, demand deposits and
short-term marketable securities received from the conduct of the Company's business or from capital
transactions (including without limitation net insurance proceeds and proceeds from the sale, exchange,
condemnation or other disposition of all or any part of Company property or any interest therein), less any
sumg or amounts reinvested or otherwisc expended in the conduct of the Company's business, including
reserves for working capital, replaccments and capital improveients, reserves for repayments of debts
(including without limitation debts owed to thc Members) and additions to such amounts as the Governing
Board shall reasonably determine arc necessary or appropriate.

“Capital Account” means an account established and maintained for each Member in
accordance with Section 7.3 hercof.

“Capital Contributions™ nieans all cash sums and the Gross Asset Value of all other
assets which the Members have contributed or will contribute to the capital of the Company.

“Code” means the Intemal Revenue Code of 1986, as amended and in effect on the
effective date hereof and, to the extent applicable, as subsequently amended or replaced.

“Company” shall mcan the limited liability company entered into and formed pursuant to
the Act and governed by this Agreement.

“Company Minimum Gain” shall be as defined in Section 9.6(d)(v).

“EBITDA” means eamings before interest (including imputed interest on capital leases),
taxes, depreciation and amortization,

“Economic Interest” means the economic interest in the Company held by a Member or
Interest Holder, but shall not include any other rights of a Member, including without limitation the right to
vote or to participate in the management of the Company or any right to information conceming the
business and affairs of the Company,

“Governing Board” shall be as defined in Section 14.1,

“Gross Asset Value” means, with respect to any asset of the Company, the assct's adjusted
basis for federal income tax purposes; provided, however, that:

(a) the Gross Asset Value of any assct contributed by a Member or Interest
Holder to the Company or distributed to a Member or Intere¢st Holder by the Company shall be the gross
fair market value of such asset (without taking into account Section 7701(g) of the Code), as reasonably
determined by the Governing Board;

(h) the Gross Asset Values of all Company assets shall be adjusted to equal
their respective gross fair market values as determined by Governing Board (without taking into account
Section 7701(g) of the Code), as of the following times: (i) the acquisition of an additional interest in the
Company by any new or cxisting Member or Interest Holder in exchange for more than a de minimig
contribution 1o the capital of the Company; (ii) upon the distribution by the Company to a retiring or
continuing Member or Interest [lolder of more than a de minimiy amount of Company property including
money in reduction of the interest in the Company of a Member or Interest Holder; and (iii) upon the
termination of the Company within the meaning of Regulation §1.704-1(b)}(2)(1i)(g); provided, however,
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that adjustments pursuant to clause (i) and clause (ii) of this sentence shal! be made only if the Govemning
Board reasonably determines that such adjustments are necessary or appropriate to reflect the relative
economic interests of the Members in the Company; and

(c) the Gross Asset Valuoss of Company assets shall be increased (or decreased)
to reflect any adjustments to the adjusted basis of such assets pursuant to Code Section 734(b) or Section
743(b), but only to the extent that such adjustments are taken into account in determining Capital Accounts
pursuant to Regulation Section 1.704-1(b)(2)(iv)(m) and subparagraph (b) of the definition of *Net
Income™ or ““Net Loss™; provided. however. that Gross Asset Values shall not be adjusted pursuant to this
subparagraph (c) to the extent that the Governing Board determines that an adjustment pursuant to
subparagraph (a) or (b) above is necessary or appropriate in connection with the transaction that would
otherwise result in an adjusiment pursuant to this subparagraph (c).

“Health Laws” means applicable provisions of the federal Social Security Act (including
foderal Medicare and Medicaid Anti-Frand and Abusc Amendments [42 U.S.C. § 1320a-7a and -7b) and
the federal Physician Anti-Self Referral Law [42 U.S.C. § 1395nn]) and the Tennessee self referral and
anti-kickback statutes, as these law's may now exist or hereafter be amended.

“Health System™ shall mean Saint Thomas Network, a Tennessee non-profit corporation
f/k/a Saint Thomas Health Services .

“Indemnified Parties” has the mcaning sct forth in Section 14.6(a).

“Interest Holder” shall mcan a Person that holds an Economic Interest in the Company
but has not been admitted as 8 Member,

“JV* means Saint Thomas/USP Surgery Centers, LL.C,, a Tennessee limited liability
company that is owned by Health System and USP.

“Liquidator” means the party or parties actually conducting the liquidation of the
Company in accordance with the first sentence of Section 17.1, whether the Governing Board, a liquidator
or a liquidating committee,

“Majority in Interest of the Members”™ mecans such of the Members as shall own, at the
lime of any determination, a majority of all Membership Units then owned by Members.

“Management Agreement” shall mean that certain Management Agreement, in the form
attached hereto as Schedile C, between the Company and USP.

“Managers” shall mean the members of the Governing Board.
“Member Nonrecourse Debt” shall be as defined in Section 9.6(d){(ii) hereof,

“Member Nonrecourse Debt Minimum Gain® shall be as defined in Section 9.6(d)(iii)
hereof.

“Member Nonrecourse Deductions” shall be as defined in Section 9.6{d)(iv) hereof.

“Members" shall be as defined in the preamble of this Agreement,
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“Membership Units® or “Units” shall mean a Member’s entire interest in the Company,
including the Member's Economic Interest, the right to vate on or participate In management of the
Company (to the extent granted herein or pursuant to the Act) and the right to receive information
concerning the business and affairs of the Company. There shall be 100 authorized Membership Units.
The authorized number of Membership Units shall be automatically increased by the number of Units (if
any) issued pursuant to Section 7.1(c)(ii) hereof. The outstanding ownership interests in the Company as
of the date of this Agreement are hereby converted into said 100 Memburship Units, which are currently
held by the Members as described on Schedule A attached hereto. The number of authorized Membership
Units from time to time is subject to splits, reverse splits and similar actions approved by the Governing
Board (with the intent being that any such actions of the Governing Board shall not dilute the ownership
interests of Biscan without the prior written consent of Biscan), and numbers of Membership Units set
forth in this Agreement may be moditied or revised from time to time as an administrative matter to reflect
any sucl actions.

“Net Income” or “Net Loss” means, for each fiscal year, an amount equal to the
Company's taxable income or loss, as the case may be, for such year determined in accordance with
Section 703(a) of the Code (for this purpose, all items of income, gain, loss or deduction required to be
stated separately pursuant to Section 703(a)(1) of the Code shall be included in taxable income or loss), s
adjusted as follows for purposes ot computing Net Income or Net Loss:

(a) any deductions for depreciation, cost recovery or amortization attributable
to any assets of the Company shall be determined by reference to their Gross Asset Value, except that if the
Gross Asset Value of an asset differs from its adjusted tax basis for federal income tax purposes at any time
during such year or other period, the deductions for depreciation, cost yecovery or amortization attributable
to such asset from and after the date during such year or period in which such difference first occurs shall
bear the same ratio to the Gross Asset Valuc as of such dale as the federal income tax depreciation,
amortization or other cost recovery deduction for such year or other period from and after such date bears
to the adjusted tax basis as of such date;

(b) any gain or loss attributable to the taxable disposition of any property shall
be determined by the Company as if the adjusted tax basis of such property as of such date of disposition
was such Gross Asset Value reduced by all smortization, depreciation and cost recovery deductions
{determined in accordance with clause (a) above) which are attributable to said property;

(c) the computation of all items of income, gain, loss and deduction shall be
made without regard to any basis adjustment under Section 743 of the Code which may be made by the
Company,

(d) any receipts of the Company that are exempt from federal income tax and
are not otherwise included in taxable income or loss shall be added to such taxable income or loss; and

(e) any expenditures of the Company described in Section 705(a)(2)(B) of the
Code or trealed as expenditurcs described in Section 705(a)(2)(B) of the Code pursuant to Regulations
Section 1.704-1(b) shall be subtracted fiom such taxable income or loss.

“Nonrecourse Deductions” shall be as defined in Section 9.6(d)(i) hereof.

“Original Operating Agreement” shall be as defined in the preamble of this Agreement.
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“Person” includes any individual, profit or nonprofit corporation, association, partnership
(general, limited or limited liability), joint venrure, trust, estate, limited liebility company or other legal
entity or organization.

“Physician Member” shall mean a physician or other medical practitioner admitted to
the medical staff of the Surgery Center who owns any Membcrship Units,

“Physician Member Eligibility Requirements” shall mean the requirement that each
Physician Member must affirm in writing, in connection with the initia] acquisition of Membership Units
and, thereafter, by the execution and delivery 1o the Company within 30 days after the end of each calendar
year following the opening of the Surgery Center (or such other 12 month period es the Governing Board
may determinc) of an' Annual Eligibility Affirmation Statement, representing that:

(a) the Physician Member agrees 1o fully inform each patient referred to the
Surgery Center by the Physician Member of his or her investment interest in the Company;

{b) one-third or more of the Physician Member's medical practice income for
the prior 12 month period was derived from the performance of outpatient surgical procedures (defined for
purposes hereof to be those surgical procedures that are on the list of Medicare covered procedures
authorized to be perfonned in ambulatory surgical centers under the applicable Medicare regulations);

(<) the Physician Member performed at least one-third of his or her outpatient
surgical procedures (defined as described in clause (b) above) during the prior 12 month period at the
Surgery Center (or, if a new Physician Member, he or she expects to perform st least one-third of such
procedures at the Surgery Center each year);

(d) the Physician Member agrees to treat patients receiving medical benefits or
assisiance under any federal health care program (including Medicare and Medicaid) in a
nondiscriminatory manner;

(e) the Physician Member has not borrowed funds to acquire his or her
Membership Units from the Company ot from any other owner of the Company;

() the Physician Member has not been excluded from participation in the
Medicare, Medicaid or any other federal health care program;

() the Physician Member must be personally involved with the provision of
care or health services at the Surgery Center; and

(h) the Physician Member must provide each patient referred to the Surgery
Center by the Physician Member with e list of effective alternative entities and must clearly inform the
paticnt that he or she has the option to use one of the alternative entities with the assurance that the
Physician Member will not treat the patient diffcrently if they do not choose the Surgery Center.

For purposes of clauses (b) and/or () above, the Governing Board in its sole discretion may
establish a lower percent or other modification for an individual Physician Member based on a case-by-
case analysis to the extent such lower percent or other modification is in compliance with federal and state
laws and rvegulations, If the Goveming Board establishes B lower percent or other modification, the
Physician Member must consistently meet the lower percent or other modification.
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“Qualified Member” means:

(a) each individual or entity who (i) meets the Physician Member Eligibility
Requirements (or as to whom the Governing Board, in its sole discretion, has waived such requirements),
(ii) is a Qualified Practitioner who is credentialed (or has applied for credentials) to provide medical
services at the Surgery Center, (iii) meets certain net worth and income standards established by the
Governing Board from time to time and (iv) is approved by the Governing Board;

(b) each trust, corporation and other entity conirolled and owned solely by one
or more individuals who would otherwise be Qualified Members; and

(c) Biscan, the JV and their respective Affiliates,

“Qualified Practitioner” means an individual who holds one of the following degrees:
“M.D.” *D.0,” *D.,P.M.," “D.M.D.." “D.D.S.” or other degrees relating to health care designated by the
Goveming Board, and is currently licensed by the State of Tennessee to practice such health care
profession for which the individual was trained, is capable of providing medical services at the Surgery
Center, and has not been excluded {rom the Medicare, Medicaid or any other federal health care program
and has not been assessed a civil monetary penalty in relation to false claims or an anti-kickback statute
violation,

“Regulations” means the income tax regulations and temporary regulations promulgated
by the Internal Revenue Service, Department of the Treasury, pursuant to the Code.

“Relocation” shall mean the relocation of the primary site of a Physician Member's
medical practice (o a location more than 40 miles away fiom the Surgery Center,

“Retirement” of a physician shall be deemed to occur at the time when the physician no
longer performs surgical procedures.

“State Securities Laws” has the meaning set forth in Section 15.7(b).

“Surgery Center” means thc outpatient surgery center currently known as Providence
Surgery Center, located a1 5002 Crossing Circle, Mt. Juliet, Tennessee 37122, that is owned and operated
by the Company.

“Surgery Center Property” shall mean the Surgery Center facility and other
improvements, leasehold interests, all equipment and all other real, personal and mixed property used in
connection with the Surgery Center.

“USP” shall mean USP Tennessee, Inc., a Tennessee corporation.

“USP Parent” shall mean United Surgical Partners International, Inc., a Delaware
corporation that is the parent company of USP,
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ARTICLE 1
Formation of Limited Liability Company

The Members formed a limited liability company pursuant to the Original Operating
Agreement and the Act. The rights and Jiabilities of the Members shall be as provided in the Act, except as
herein otherwise expressly provided. A Member's interest in the Company shall be personal property for
all purposes. All real and other praperty owned by the Company shall be deemed owned by the Company
as an entity, and none of the Members shall have any ownership of such property.

ARTICLE Il

Name

The name of the Company shal] be "TENN SM, LLC." The busincss of the Company shall
be conducted under the name of "Providence Surgery Center™, or such other name or names as may be
designated from time to time by the Governing Board. The Goveming Board shall take the actions
required to comply with the Act and any assumed name act, fictitious name act or similar statute in effect
in each jurisdiction or political subdivision in which the Company proposcs to do business, and the
Members agree 10 execute any document reasonably requested by the Governing Board in connection with
that action,

ARTICLE ITl
Purpose

Section 3.1.  Primary Business. The business of the Company is (1) to own, operate,
improve, repair, maintain, manage, sublease, replace, rebuild, alter, remodel, restore, seli, lease, mortgage,
hypothecate and otherwise use and deal with the Surgery Center, including the Surgery Center Property
and other property, and (2) to engage in any and all activities related or incident thereto, including without
limitation the acquisition, ownership, improvement, operation, sale, lcase. sublease, mortgage or other use
of or dealing with real, personal or mixed property.

Section 3.2. Tax Exempt Status of Affiliate. For so long as any direct or indirect
owner of JV, including Health System, is 1ax excmpt under Section 501(c)3) of the Code, the Surgery
Center will be apcrated and managed in a manner that complies with the Ethical and Religious Directives
for the Catholic Health Carc Services and other policies applicable to Health System and its hospital
facilitics and furthers the charitable, religious and community-based health care purposes, mission, vision
and valucs of Health Systein and its Affiliates by promoting health and providing health care services for a
broad cross-section of the community. Specifically, the Company and the Surgery Center will be operated
and managed in a manner:

()  that provides access to patient care services based on medical necessity,
without regard to the patient’s race, creed, national origin, gender, payor service or ability to pay;

(b) that provides access to patient care services to individuals covered by
Medicare and/or Medicaid;

(c) that treats beneficiaries of governmental programs, such as Medicare and
Medicaid, in a nondiscriminatory manner;
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(d)  that is in accordance with the charity care policy of Health System, as in
cf¥ect from time to time;

(e) that is in accordance with a conflict of interest policy acceptable to Health
System;

n that requires a standard of quality patient care at the Surgery Center that is
commensurate with the standard of quality patient care at Health System’s hospitals;

(g) that requires physician credentialing criteria for the Surgery Center thal
meets or exceeds National Commitiee for Quality Assurances requirements;

(h) that follows Health System’s policies in effect from time to time regarding
prohibited medical procedures (for example abortions);

(i) that allows the Surgery Center to maintain all necessary licenses and
accreditation in good standing with The Joint Commission or AAAHC, or comparable accrediting
organizations for freestanding ambulatory surgery facilities;

)] that provides reasonable levels of ¢harity carc based on both historical and
actual need consistent with the level and policies of charity care services provided in the market by
similar facilities owned and operated by Health System and its Affiliates; and

(k) that will not, in the reasonable opinion of Health System, on advice of
Health System’s legal and/or tax counsel, cause Health System or any of its tax exempt affiliates to
act other than exclusively in furtherance of their respective tax exempt purposes or adversely affect
their tax exempt status under section 501(c)(3) of the Code.

All Mcmbers are aware of the limitations on the actions of the Company due to the tax exempt
status and charitable purpose of Health System, and each Member agrees that any decision of the
Governing Board or USP (pursuant to the Management Agreement) 10 forego an action which would be
inconsistent with the tax exempt status of Health Sysicm, or eny decision of the Govemning Board, JV or
USP 10 take an action which furthers the charitable purposes of Health System over eny profit making
motives of the Company, shall not be a breach of the duty of loyalty or a breach of any fiduciary duty to the
Company, notwithstanding (hat any such decision is not in the best interest of the Company. Specifically,
in the event of a conflict between the operation of the Company or the Surgery Center in accordance with
these charitable purposes and any duty to maximize profits, the Governing Board shall satisfy the
charitable purposes of the Company without regard to the consequences for maximizing profitability, In
furtherance of this provision, Health System may from time to time formulate and implement (or directly
supervise USP and/or any and all Managers and officers of the Company in the implementation of) policies
and procedures for the operation of the Surgery Center and community outreach activities to be
implemented by the Company. USP (as manager) and the Surgery Center to promote the public health
needs of the community, including without limitation standards, policies and procedures regarding
admissions 1o the Surgery Center, indigent and charity care rendered through the Surgery Center,
communily education activities and other health services made accessible through the Surgery Center to
the public. The Governing Board shall strive to fulfill the mission and purposes of the Company, which
will be derived from the common mission, values and goals of the Health System. The Governing Board
shall periodically, but not less than annually, monitor the activitics and conduct of the Surgery Center with
respect to (1) the quality of services rendered by the Surgery Center and (ii) the Company’s compliance
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with corporate compliance policies, integrity and ethical practices and all applicable laws, rules and
regulations relative to the Company’s operations and purposes.

ARTICLE ]V
Names and Addresses of Members

The names and business or residence addresses of the Meimbers are as set forth in Schedide
4 attached hereto, as the same may be modified from time to time to reflect changes in the information set
forth therein. :

ARTICLE V
Principal Place of Business

The principal place of business of the Company shall be at the Surgery Center. The
Governing Board may in ifs sole discretion establish additional administrative offices of the Company.

ARTICLE VI

Term

The term of the Company shall be from the date of the filing of the Company’s Articles of
Organization in accordance with the Act and shall continue in perpetuity, unless and until the Company is
liquidated in accordance with this Agreement or applicable law.

ARTICLE VII
Capital Contributions and Capital Accounts

Section 7.1.  Capital Contributions.

(a) The Members as of the date of this Agreement (or thejr predecessors in
interest) made Capital Contributions to thc Company pursuant to the Original Operating Agreement.
Promptly following the execution of this Agreement, the Company will sell a total of 14.81 Membership
Units to new Physician Members at a purchase price of $7,500 per Unit, which new Physician Members
shall be approved by the Governing Board as provided in Section 14.1(b)(v)(R). Following the sale of said
14,81 Units, there shall be 100 Units issued and outstanding,.

(b) In the event the Company has any authorized but unissued Membership
Units, including Membership Units re-acquired by the Compeany pursuant to Article XV or if this
Apgreement is amended 10 increase the number of authorized Membership Units over and above the 100
initial authorized Membership Units in accordance with Section 19.1, and the Company proposes {o issue
and sell any such authorized but unissucd Membership Units, the purchasers of such Membership Units
shall make Capital Contributions in consideration for such Mcmbership Units in the amounts determined
by the Governing Board in its sole discretion to be the fair market value of such Membership Units,

(c) Without creating any rights in favor of any third party, after the initial
Capital Contributions described in subsections (a) and (b) ha ¢ been paid:

(i) If the Governing Board determines that additional capital is needed
by the Company, the Company may request that the Mcmbers make one or more additional Capital
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Contributions to fund the Company's cash needs if and to the extent additional Capital Contributions are
approved separately by (A) JV and (B) Members who hold a majority of the outstanding Membership Units
then held by Members other than JV. If either of said approvals is not obtained, the capital call has not
been approved and shall not be implememed. 1f such additional Capital Conlributions are first approved
by the Governing Board pursuant to Section 14.1(b)(v)(1), the Gon erning Board shall notify the Members
of the reasons for a proposed call for additional Capital Contributions, which notice shall include the
amount of funds requested and the purpose therefor. If such additional Capital Conttibutions are approved
by the Members in accordance with this Section 7.1(c)(i), then subject to subsection (ii) below, the
Members shall contribute the amount called for within 30 days after notice is given thereof,

(if) If any Member shall decide not to contribute within the prescribed
time period all or any portion of any Capital Contribution requested pursuant to Section 7.1{c)(i), the
Company may permit such of the Members that have made their additional Capital Contributions, in
proportion to their respective pro rata ownership of Units or in such other percentages as they may agree, 1o
advance the unfunded Capital Contributions. If a Capital Contribution is requested pursuant (o Section
7.1(cX(i) and any Member does not contribute its pro rata share, then each Member that does make such an
additional Capital Contribution pursuant 1o subsection (i) and/or (i) shell be issued a number of
Membership Units equal to the additional Capital Contribution made by such Member divided by the fair
market value of the Membership Units, as determined by the Governing Board in its sole discretion,

(iif)  The members acknowledge that the Governing Board and the
Members have approved a capital call pursuant to this Section 7.1(c) in the amount of $344,000, which
capital call is to be funded by the Members on the datc of this Agreement.

(d) Any wransferee shall be credited for purposes hereol with any Capital
Contribution previously made by the prior owner or owners of such Membership Units attributable to such
Membership Units, Except under the circumstances as described and provided for in Section 7.1(c). no
Member or Interest Holder shall have any obligation to make any additional Capital Contribulions.

Section 7.2, Limitation of Liability. The liability of each Member or Interest Holder to
the Company shall be limited to the amount of his or her Capilal Contributions required by Section 7.1 and,
except as otherwise provided for in the Act, no Member or Interest Holder shall have any further personal
liability to contribute money to, or in respect of, the liabilities or the obligations of the Company, nor shail
any Member or Interest Holder be personally liable for any obligations of the Company, except as may be
provided in the Act. This Section 7.2 shall not affect the indcpendent obligation of any Member pursuant
to a written guarantee of, or other written commitment relating 10, s Company obligation entered into by
such Member.

Section 7.3.  Capital Accounts. A Capital Account shall be cstablished for each
Member or Interest Holder and shall be maintained in accordance with the provisions of Code Section 704
and Regulations Section 1,704-1(b)(2)(iv) or any successor provisions, notwithstanding any other
provisions of this Agreement, The Capital Account of each Member or Interest Holder shall consist of and
be increascd by the cash Capital Contributions and the Gross Asset Value of any other property contributcd
by such Member or Interest Holder 1o the capital of the Company (net of liabilities securcd by such
contributed property that the Company is considered to assume or take subject to under Section 752 of the
Code), and the amount of any Net Income allocated to such Member or Interest Holder, and shall be
decreased by the amount of money distributed to such Member or Intercst Holder by the Company
(exclusive of u guaranteed payment within the meaning of Section 707(c) of the Code paid to such Member
or Interest Holder ), the Gross Asset Value of any portion of any property distributed to such Member or
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Interest Holder by the Company (net of liabilities secured by such distributed propenty that such Member or
Interest Holder is considered to assume or take subject to under Section 752 of the Code), and the amount
of any Net Loss charged to such Member or Interest Holder. To the extent an adjustment to the tax basis of
any Company asset is made pursuant to Code Sections 734(b) and 743(b), and such adjustment is required
by Regulations Section 1.704-1(b)(2)(ivXm) to be taken into account in dctermining Capital Accounts, the
Capital Accounts of the Members shall be adjusted to reflect an item of gain (if the adjustment increases
the basis of the asset) or loss (if the adjustment decreases such basis) which is specially allocated to the
Mombers in a manner consistent with the manner in which their Capital Accounts are required 10 be
adjusted pursuant to such Section of the Regulations. In the event the Gross Asset Values of Company
assels are otherwise adjusted pursuant to the terms of this Agreement, the Capital Account of the Members
shall bo adjusted simultancously to reflect the aggregate net adjustment as if the Company recognized gain
or loss equal to the amount of such aggregate net adjustment and such gain or loss was allocated to the
Members pursuant to the appropriate provisions of this Agreement. The foregoing Capital Account
definition and the other provisions of this Agreement relating to the maintenance of Capital Accounts are
intended 10 comply with Regulations Section 1.704-1(b), and shall be interpreted and applied in a manner
consistent with such Regulations. The transferce of all or a portion of a Membership Unit or Economic
Interest in the Company shall succeed to that portion of the transferor's Capital Account which is allocable
to the portion of the Membership Unit or Economic Interest transferred.

Section 7.4,  Interest. Except as specifically provided in this Agreement, no Member or
Interest Holder shall be entitled 1o receive interest on such Member's or Interest Holder's Capital
Contribution or Capital Account balance,

ARTICLE VIII
Distributions and Member Loans

Section 8.1.  Distributions of Available Cash. Except as otherwisc provided in
Section 8.3, or elsewhere herein, Available Cash shall be distributed to the Members and Interest Holders
according to the number of Membership Units owned by sach such Member or Interest Holder (determined
in accordance with Section 15.8 as to any Membership Units that have been transferred) as compared to the
total number of Membership Units outstanding as of the first day of the month immediately preceding the
month in which the distribution is made. The Company shall make distributions of Available Cash at such
intervals or at such times as the Governing Board shall determine, which shall normally be monthly, to the
extent of the Available Cash (if any) at the end of each month.

Section 8.2. Treatment of Unwithdrawn Distributions. 1f any Member or Interest
Holder does not withdraw the whole or any part of his or her share of any cash distribution, such Member
or Interest Holder shall not be entitled to receive any interest thereon uniess such amount is deemed a loan
in accordance with Section 8.3. Any such cash that is not withdrawn by a Member or Interest Holder shall
not result in an incrcase in such Member's or Interest Holder’s share of the capital, Nct Income or Net Loss

of the Company.

Section 8.3,  Loans te the Company. Notwithstanding the foregoing, if any Member or
Interest Holder, with the consent of Govemning Board, advances any funds, agrees nat 1o receive any
distributions to which such Member or Intercst Holder would otherwise be entitled or makes any other
payment to or on behalf of the Company that is not required pursuant to the provisions hereof to cover
operating or capital cxpenses of the Company which cannot be paid out of the Company's operating
revenues, the amount thereof shall be deemed a loan to the Company by such Member or Interest Holder,
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bearing interest from the date such loan was made until such loan is rcpaid at a market interest rate and on
other loan terms equivalent to what an independent lender would impose, as determined by the Governing
Board. Notwithstanding Section 8.1, all distributions of Available Cash shall first be paid to the Members
or Interest Holders making such loans until all such loans have been repaid to such Members or Interest
Holders, together with interest thereon as above provided and, thereafter, the balance of such distributions,
if any, shall be made in accordance with the terms of Scction 8.1, If distributions are insufficient to repay
and return all such loans as provided above, the funds available from time 1o time shall first be applicd pro
rata to repay and retire the oldest Joans first and, if any funds thereafter remain available, such funds shall
be applied in a similar manner 10 remaining loans in accordance with the order of the dates on which they
were made.  As 1o Joans made on the same date, each such loan shall be repaid in the proportion that such
loan bears to the total loans made on said date.

Section 8.4,  Distributions of Tax Refunds. Notwithstanding any other provision to the
confrary, all amounts received by the Company as a refund of sales or property taxes as a result of the tax
exempt status of Health System shall be paid 100% to Health System within 10 days of the receipt of the
refund. Any distributions under this Section 8.4 shall not reduce Health System 's distributions under any
other Section of this Agreement. Any taxable income resulting pursuant to this Section 8.4 shall be
allocated 10 Health System in proportion to the amount of the tax refunds distributed to Health System.
Any expense attributable to accounting for and the preparation and filing of the refund request for taxcs
paid by the Company shall be economically borne by and allocated to Health System. The allocations and
distributions set forth in this Section 8.4 are intended to maintain Capital Accounts in proportion to the
Members® respective ownership of Membership Units and shall be interpreted consistently with such
intent. In addition, in the event there is a reduction of taxes paid by the Company as a result of the tax
exempt status of a direct or indirect Member (instead of a tax retund), distributions and allocations of
income and expense directly related to such tax reduction shall be made in a manner consistent with this
Section 8.4,

ARTICLE IX

Allocations of Income, Gain,
Loss, Deduction and Credit

Section 9.1.  Allocations of Net Income, Loss, Gain, Etc, Except as otherwise provided
herein, all items of Net Income shall be allocated among the Members and Interest 1lolders pro rata in
accordance with their proportion ownership of Membership Units (determined in accordance with Section
15.8 as to any Membership Units that have been transferred), Except as otherwise provided herein, all
items of Net Loss shall be allocated among the Members and Interest Holders pro rata in accordance with
their proportionate ownership of Membership Units. Notwithstanding the foregoing, the Company's gross
income shall be allocated 10 Health System in an amount equal to any tax refunds distributed to Health
System under Scction 8.4 for the taxable year in which the distribution occurs,

Section 9.2,  Treatment of Contributed Property. Notwithstanding anything contained
in this Article 1X to the contrary, solely for federal income tux purposes and not as a credit or charge to the
Capital Account of a Member or Interest Holder, if any Member or Interest Holder contributes any
property (o the Company that has a Gross Asset Value that is in excess of or less than its adjusted basis for
federal income tax purposes at the time of such contribution, then all gain, loss and deduction with respect
to the contributed property shall be allocated among the Members so as to take account of the variation
between the adjusted basis of such property and its initial Gross Assct Value as required under Code
Section 704(c) and the Regulations thereunder, This Section 9.2 is intended to comply with Code Section
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704(c) and the Regulations thereunder and shall be interpreted consistently with said Code Section 704(c)
and Regulations.

Scction 9.3.  Allocations Upon Transfer of Interests. Upon the transfer of all or any
part of an Economic Interest, Net Income and Net Loss shall be aliocated between the transferor and
transferec as they may agrec, provided such method is in conformity with this Agreement and the methods
prescribed by Scction 706 of the Code and Regulations Section 1.706-1(c)(2)(ii). Any transferee of an
Economic Interest shall succeed to tho Capital Account of the transferor Interest Holder to the extent it
relates to the ransferred Economic Interest; provided, however, that if such transfer causes a termination of
the Company pursuant to Section 708(b)(1)(B) of the Code, the Capital Accounts of all Interest Holders,
including the lransferee, shall be re-determined as of the date of such termination in accordance with
Regulations Section 1.704(b). Subject to the provisions of Regulations Section 1.704-1(b), adjustments to
the adjusted tax basis of Company property under Sections 734, 743 and 732(d) of the Code shall not be
reflected in the Capital Account of the trensferso Interest Holders or on the books of the Company, and
subsequent Capital Account adjustments for distributions, depreciation, amortization and gain or loss with
respect to such property shall disregard the effect of such basis adjustment. As provided in Section 9.2, a
disparity between the tax basis of Company property and the basis of such property on the Company’s
books may result from a basis adjustment pursuant to Code Section 743 and, in the event such a disparity
occurs, the allocations required by Code Section 704(c) and the Regulations will apply.

Section 9.4.  Reliance on Accountants. The Governing Board and the Members may
rely upon, and shall have no liability to the other Members or the Company if they do rely upon, the
opinion of independent certified public accountants retained by the Company from time to time with
respect to all matters within such independent certified public accountants’ knowledge and expertise
(including disputes with respect thereto) relating to computations and determinations required to be made
under this Article IX or other provisions of this Agreement.

Scction 9.5, Amendment of Allocation Provisions. Notwithstanding anything
contained in this Article IX to the contrary, if the Company is advised by its counsel or accountants that the
allocations provided by this Article 1X are unlikely 10 be respected for federal income tax purposes, the
Governing Board is granted the autharity, without any approval or consent of the Members, to amend the
allocation provisions of this Agrevment, on advice of said counsel or accountants, to the minimum extent
necessary to comply with the applicable principles of the Code and the Regulations thereunder,

Section 9.6. Company Minimum Gain; Company Nonrecourse Debt.

(a)  Notwithstanding Section 9.1, if there is a net decrease in Company
Minimum Gain for a Company taxable year, determined in accordance with Regulations Section 1,704
2(j)(2)(i), each Member or Interest Holder shall be allocated items of Company gross income and gain for
such year (and, if necessary, subsequent years) in proportion to, and to the extent of, the amount of such
Member's or Interest Holder's share of the net decrease in Company Minimum Gain during such year
determined in accordance with Regulations Section 1.704-2(g). This Section 9.6(a) is intended to comply
with the minimum gain chargeback requirement of Regulations Section 1.704-2(f) and shall be interpreted
consistently therewith.

(b) If there is a net decrease in Member Nonrccourse Debt Minimum Gain for a
taxable year, determined in accordance with Regulations Section 1.704-2(i)(3), any Member or Interest
Holder who has a sharc of Member Nonrecourse Debt Minimum Ghain, determined in accordance with
Regulutions Section 1.704-2(i)(3), shall be allocated items of Company gross income and gain for such
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year (and if necessary, subsequent years) in proportion to, and to the extent of, the amount of such
Member's or Interest Holder’s share of the net decrease in Member Nonrecourse Debt Minimum Gain
during such year determined in accordance with Regulations Section 1,704-2(g). This Section 9.6(b) is
intended to comply with the minimum gain chargeback requirement of Regulations Section 1.704-2(i)(4)
and shall be interpreted consistently therewith,

(c) Any Nonrecourse Deductions for any Company taxable year shall be
specially allocated to the Member or Interest Holder that bears the economic risk of Joss with respect to the
Member Nonrecourse Debt to which such deductions are atiributable, as provided in Regulations Section
1.704-2(i).

(d) For purposes of this Section 9.6, the following definitions shall apply:

Q)] "Nonrecourse Deductions” has the meaning set forth in Regulations
Section 1.704-2(b)(1) and 1.704-2(c).

(ii) "Member Nonrecourse Debt" has the meaning assigned to the term
“Partner Nontecourse Deb(” in Regulations Section 1.704-2(b)(4).

(iii) "Member Nomrecouwrse Debt Minimum Gain" has the meaning
assigned to the term “Partner Nonrecourse Debt Minimum Gain' in Regulations Section 1.704-2(1)(3).

(iv) "Member Nonrecourse Deductions” has the meaning assigned to the
term “‘Partner Nonrecourse Deductions™ in Regulations Section 1,704-2(i)(2). Member Nonrecourse
Deductions are determined in accordance with Regulations Section 1,704-2(1)(2).

) "Company Minimum Gain" has the meaning set forth in, and shall
be determined in accordance with, Regulalions Sectiong 1,704-2(b)(2) and 1.704-2(d).

provided, however, that the meanings of the above terms shall be determined by substituting the terms
“Company™ and “Member for the terms “partnership™ and “partner,” respectively, in each place they
appear thercin and in Regulations or the Code referred to therein.

Section 9.7,  Elimination of Deficit Balances. Notwithstanding Section 9.1, afier the
application of Section 9.6, and in the event any Member unexpectedly receives any adjustments,
allocations or distributions described in Regulations Section 1.704-1(b)(2)(ii)(d)(4), () or (6), items of Net
Income shall be specially allocated to such Member in an amount and manner sufficient to eliminate the
deficit balances in their Capital Accounts (excluding from such deficit balance amounts which Members
are obligated to restore under this Agreement) created by such adjustments, allocations or distributions as
quickly as possible and in a manner which complies with Regulations Section 1.704-1(b)(2)(ii)(d).

Scction 9.8, Adjustments After Special Allocations. Any special allocations of items
of Net Income pursuant to Sections 9.6 and 9.7 shall be taken into account in computing subsoquent
allocations of Net Income and Net Loss pursuant to this Article [X, so that the net amount of any items so
allocated and the Net Income, Net Loss and all other items allocated to each Member or Interest Holder
pursuant to this Article IX shall, to the extent possible, be equal to the net amount that would have been
allocated to each such Member or Interest Holder pursuant to the provisions of this Article IX if Sections
9.6 and 9.7 had not applied.
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ARTICLE X
Books of Account, Records and Reports

Section 10.1. Books and Records; Inspection. Proper and complete records and books
of account shall be kept by the Company in which shall be entered fully and accurately all transactions and
other matters relative to the Company's business as are usually entered into records and-books of account
maintained by persons engaged in busincsses of like character. The Company’s books and records shall be
prepared in accordance with generally accepted accounting principles, consistently applied, and shall be
kept on the accrual basis. The books and records shall be made available at the principal office of the
Company and shall be open to the reasonable inspection and examination of the Membors or their duly
authorized representatives during reasonable business hours upon at least 24 hours advance written notice.

Section 10.2. Tax Information. Within 90 days after the end of each calendar year, the
Company shall send each person who was a Member or Interest Holder in the Company at any time during
the calendar year then ended all Company tax information as shall be necessary for the preparation by such
holder of his or her federal income tax retumn, Further, on requcst by any Member, the Compeny will
furnish suchh Member or Intercst Holder with copics of all federal, state and local income tax returns or
information rcturns, if any, which the Company is required to file; howevet, the cost thereof shall be bome
by the requesting Member or Interest Holder.

Section 10.3. Annual and Quarterly Financial Statements. Aller the end of each fiscal
year and cach fiscal quaiter, the Company shall send to each person who was a Member or Interest Holder
in the Company as of the last day of such fiscal ycar or quarter, as the case may be, and who so requests in
writing, an unaudited balance sheet as of the end of such period and a statement of income for such period,
each ol which shall be preparcd on an accrual basis in accordance with generally accepted accounting
principles consistently applied; provided, however, that at the request of the Governing Board such annual
financial statements shall be audited by en independent accounting firm selected by the Governing Board.
All independent accounting firm costs Incurred in connection with auditing the Company's financial
statements and/or the preparation of its tax rcturns shall be borne by the Company.

Secction 10.4. Tax Matters Member. JV shall be, and is authorized to act as, the
Company’s “tax matters member.” which shall have the meaning ascribed to the term “tax matters partner”
pursuant to Regulations Section 1.704-2(b)(4), and in any similar capacity under state and local laws.
Upon any withdranal of the then appointed “tax matters member.” the Governing Board shall appoint
another Member as the tax matters member” of the Company.

ARTICLE XI
Fiscal Year

The fiscal year of the Company shall end on the 31st day of December in each year.

ARTICLE X1l
Company Funds

The funds of the Company shall be deposited in, and shall be subject to withdrawal from,
such bank accouni or accounts, or invested in such interest besring or non-interest bearing accounts, as
provided in the Management Agrecment or as otherwise designated by the Governing Board.
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ARTICLE XUI

Status of Members

Section 13.1, Limitation on Participation in Management. Except as required by the
Act or as otherwise provided in this Agreement, no Member, solely by virtue of his or her status as a
Member, shall participate in the management or control of the Company's business, transact any business
for the Company or have the power to act for or bind the Company, said powers being vested solely and
exclusively in the Governing Board (subject to the rights and duties of USP under the Management
Agreement). No Interest Holder shall have any right to participate in the management or control of the
Company’s business,

Section 13.2. No Personal Liability. FExcept as required by the Act, no Manager,
Member or Interest Holder shall have any personal liability whatsoever, whether 1o the Company, to any of
the Members or 1o the creditors of the Company, for the debts of the Company or any of ity losses beyond
the amount agreed to be contributed by him or her to the capital of the Company as set forth in this
Agreement. The preceding sentence shall not, however, be construed 1o limit or prohibit, in any respect,
the use by the Company of any undistributed funds of the Company (regardless of whether previously
allocated to the account of any Member or Interest Holder) for the payment of Company obligations. Upon
payment of the Capital Contributions for a Membership Unit as set forth in Section 7.1, such Membership
Unit shall be fully paid and nonassessable. In no event will any Member or Interest Holder (or the
successors in interest ol'a Member or Interest Holder) be required to make any capital or other contribution
to the Company upon or following the dissolution of the Company by reason of the status of the Capital
Account of such Member or Interest Holder (or his or her successors in interest),

Section 13.3, Admission of Additional Members. The Governing Board may admit
additional Members 10 the Company; however, the admission of additional Physician Members shall be
subjcct 1o a supermajority vote of the Governing Board in accordance with Section 14,1(b)(v)(R). Any
additional Members shall obtain Membership Units and will participate in the management, Net Income,
Net Loss, gain, deduction, credit and distributions of the Company as provided in this Agreement. An
Interest Holder may be admitted as a substitute Member only in accordance with Article XV.

Section 13.4, Termination of Membership Interest. Upon the uwansfer of the
Membership Units of a Member in violation of Anticle XV, the interest of such Member shall be
terminated and thereafter that Member shall be an Interest Holder only unless such Membership Units are
purchased by the Company or any other third party in accordance with Article XV. Each Member
acknowledges and agrees that such termination or purchase of such Member’s interest as a Member of the
Company upon the occurrence of any of the foregoing events is not unreasonable under the circumstances
existing as of the date hereof.

Scetion 13.5. Voting Rights. Except as otherwise expressly provided in this Agreement,
the Members shall have no voting, approval or consent rights,

Section 13,6 Member Meetings.

(a) A quorum shall be present at a meeting of Members if at least a Majority in
Interest of the Members ave represented at the meeting in person or by proxy. However, with respect 10 a
meeting at which any of the Physician Members are entitled 1o vote, a quorum shall be present if a
Majority in Interest of the Members and at least one Physician Member are represented at the meeting in
person or by proxy; provided that, even if Physician Members are entitled to vote at the meeting, if at any
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two consecutive meelings a Majority in Interest of the Members is present but at Icast one Physician
Member is not present, in person or by proxy, then a quorum shall be present at the next following meeting
if 8 Majority in Interest of the Members is present, in person or by proxy, regardless of whether or not at
least one Physician Member is present, in person or by proxy. A duly authorized individual representative
or officer of an entity shall act on behalf of such entity. With respect to any matter, other than the election
of the Goy erning Board and other than a matter for which the affirmative vote of the holders of a specified
portion of the Units is required by the Act or this Agreement, the affirmative vote of one or more Members
holding a majority of the Unils present at a mmeeting of Members at which a quorum is present shall be the
act of the Members,

(b) A meeiting ol the Members shall be held within 15 miles of the Surgery
Center at the place specified in the notice of thc mceting or waiver of notice thereof. Members may
participate in a meeting by means of conference telephone or similar communications equipment as
dcscribed in Scction 14.1(b)(vi).

(c) Upon the approval of the Members present at a meeting properly called, the
chair of the meeting shall have the pow er to adjourn the meeting from time to time, without any notice
other than announcement at the meeting of the time and place of the holding of the adjourned meeting,
The (ime and place of the holding of the adjourned meeting, which shall be held within 15 miles of the
Surgery Center, shall be approved by a majority of the Members represented at the meeting. Upon the
resumption of any adjourned meeting, any busincss may be transacted that might have been transacted at
the meeting as originally called.

(d)  An annual meeting (as distinguished from a special meeting) of the
Members, for the appointment and election of Governing Board members and for the transaction of other
business as may properly come before the meeting, shall be held at the place, on the date and at the time as
the Governing Board shall fix and set forth in the notice of the meeting, which date shall be within 13
months after the date of organization of the Company or the last anmual meoting of Members, whichever
1nost recently occurred.

(e) Special meetings of the Members for any proper purpose or purposes may
be called at any time by the Goveming Board or any Member(s) holding at least 20% of the outstanding
Units. Only business within the purpose described in the notice (or waiver of notice) required by this
Aprecement may be conducted at a special meeting of the Members. The Members may establish a
schedule for and purposes of regular meetings of the Members at any other properly called meeting.

) Written notice stating the place, day and hour of each annual and special
meeting and, in the cese of a special meeting, the purpose or purposes for which the meeting is called, shall
be delivered in accordance with Article XVIII not less than 10 days before the date of the meeting by or a
the direction of the Governing Board or Member(s) calling the meeting, to each Mcmber cntitled to vote at
the meeting, A separate notice shall not be required for mectings scheduled by agreement of the Members,
notice of which schedule and purposes is given to the Members in accordance with this Section 13.6(f)
prior to the first such meeting. Notice satisfying the time periods set forth in this Section 13.6(f) for a
meeting shall not be required if all Members exccute a written waiver of notice for such meefing,

(g) The date on which notice of 8 meeting of Members called by the Governing
Board is given shall be the record date for the determination of the Members entitled to notice of or to vote
at the meeting, including any adjoumment thereof.
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(h) A Member may vote either in person or by proxy executed in writing by the
Member or by such Member's duly authorized officer or attorney-in-fact. No proxy will be valid after 30
days from the date of its execution unless expressly provided in the proxy. A proxy will be revocable
unless expressly provided therein to be iirevocable and unless made irrevocable by law, Each proxy is to
be filed with the Sccretary of the Company prior to or at the time of the meeting,

()] All mectings of the Members shall be presided over by the chairman of the
meeting, who shall be the Chairman of the Governing Board, unless absent, in which case the chaiman
shall be the President of the Company or, if the President is also absent, shall be determined by vote of a
majority of the Units present at the meeting. The chairman of any meeting of Members shall determine the
order of business and the procedure at the meeting, including the regulation of the manner of voting and the
conduct of discussion, as the chair shall deem appropriate.

() Any action required or permitted to be taken at any meeting of Members
may bo taken without a mceting, without prior notice and without a vote, if’ @ consent or consents in
writing, sctling forth the action so taken, shall be signed by Members holding that percentage of Units
necessury to authorize the action. Prompt notice of the taking of any action by Members without meeting
by less than unanimous written consent shall be given to those Members wha did not consent in writing to
the action.

Section 13.7, Certification Requirements. Each Physician Member agrees 10 execute,
certify, and submil to the Company, within 30 days afier written request by the Governing Board or officer
acting at the direction of the Governing Board, a written statement or similar certification, supported by
such documentation as may be reasonably be requested, setting forth information and representations as to
qualifications and eligibility to own interests in the Company, compliance with this Agreement (including
without limitation compliance with the Physician Member Eligibility Requirements) and applicable law,
and similar matters as the Governing Board may request from time to time. Without limiting the
foregoing, each Physician Member, and each person required to submit an Annual Eligibility Affirmation
Statement, shall provide within 30 days afier written request such supporting information related to the
Physician Member Eligibility Requirements as may reasonably be requested by the Company. Failure to
complete and submit any such statement, certification and/or supporting documentation and information on
a timely basis [oHlowing request, or any other failure to comply with this Section 13,7, constitutes a breach
of this Agreement giving rise 1o purchase or redemption rights under Section 15.9(b) of this Agreement,
without limiting any other rights or remedies available to the Company.

ARTICLE X1V

Powers, Rights and Duties
of the Managers

Scetion 14.1.  Management by Governing Board; Delegation.

(a) Governing Board as the Managers. Subject to the rights and duties of
USP set forth herein and in the Management Agreement, the business. property and affairs of the Company
shall be managed under the direction of the Governing Board as described in Section 14.1(b) and any
officers of the Company elected by the Governing Board, as described in Section 14.1(¢). Said Governing
Board members shall be the “managers™ of the Company, as such term is defined in the Act.
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(b) Governing Board.

()] Number; Appointment. The Governing Board shall initially
consist of three members (who need not be Members), two of whom shall be appointed by JV. Biscan
shall be a member of the Governing Board so long as he owns at least 2.5% of the outstanding Membership
Units. JV's initial representatives on the Governing Board shall be Corey Ridgway and Jason Beam. The
Governing Board (A) shall be expanded to four members when there are at least four Physician Members,
(B) shall be expanded 10 five members when there are at least seven Physiciun Members and (C) shall be
expanded to six members if therc are ton or more Physician Members, Likewise, the size of the Governing
Board shall be contracted if the number of Physician Members falls below the thresholds descried above.
For exaniple, if the Governing Board has becn increased to six members pursuant to clause (C) above, but
the number of Physician Members thereafier drops 10 nine, the number of Governing Board members shall
be reduced to five members (as described in subsection (iv) below). The Physicinn Member
represcntative(s) will be elected as provided in subsection (iii) below after the admission of new Physician
Members that results in an increase in the size of the Governing Board as described above. One of the
Goveming Board members will be elected (by a majority vote of the Governing Board) as the Chairman of
the Governing Board.

(i) Voting Power. Each Governing Board member shall vote
according to the pereentage interest in the Company held by the Member or (in the case of the Governing
Board members elected by the Physician Members) group of Members that appointed or elected such
Goveming Board member (with such percentage ownership interest to be determined by dividing the
number of Units held by that Member or group of Members by the total number of outstanding Unils),
divided by the number of Governing Board members that the Member or group of Members appointed
ar elected. For cxample, since the JV has the right to ¢lect two members of the Gaverning Board, each
such Goveming Board member shall have 50% of the voting power attributable to the )V, If any member
of the Goveming Board is not present at a meeting of the Governing Board, the voting power attributable
to such absent member shall automatically be allocated to the other member or members of the Governing
Board appointed by the some Member or group of Members who appointed the absent member of the
Governing Board.

(iil)  Election of Physician Member Representatives. In the elections
of Governing Board members by the Physician Members, each Physician Member may vote for each open
position (without cumulative voling) and the candidates receiving votes from Physician Members whose
aggregate Membership Units are the greatest shall be elected. The Governing Board members elected by
the Physician Members shall be elected for two-year tenms,

(v}  Removal and Replacement. Each member of the Governing Board
shall be subject to removal from the Govemning Board by the party that appointed such Governi