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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
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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

Certificate of Need Application August 2016
Providence Surgery Center Page 4




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

Certificate of Need Application August 2016
Providence Surgery Center Page 30



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
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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
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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
Certificate of Need Application August 2016

Providence Surgery Center Page 37



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.
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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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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

|
MgotAgreement LA_IMAN_398427 1 (2).DOC



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
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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 Governing Board
member or, in the case of a Governing Board member elected by the Physician Members, by the vote of
Physician Members who own & majority of the Membership Units then owned by the Physician Members.
In the event the size of the Governing Board is reduced due to a reduction in the number of Physician
Members (as provided in clause (i) above), unless another Physician Member representative on the
Governing Board is designated by Physician Members who own a majority of the Membership Units then
owned by Physician Members, the most recently elected Physician Member representative on the
Governing Board shall be automatically removed from the Goveming Board, Upon the removal,
resignation or death of any Governing Board member (other than a removal resulting from a reduction in
size of the Governing Board), a replacecment Member shall be appointed or elected by the Member or
Members that appointed or elecied such departed Goyeming Board member.  Notwithstanding anything
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herein to the contrary, so long as Biscan awns at least 2,5% of the outstanding Membership Units, Biscan
cannot be removed as a Governing Board member without his prior written consent.

(v) Vote Required for Actlons, Except as otherwise expressly

provided in this Agreement, all actions of the Governing Board shall require approval by vote, or by action
without a meeting (as described in clause (vii) below), by a majority of the voting power (as described in
Section 14.1(b)(ii) above) of the clected and acting members of the Governing Board. Anything herein or
in the Management Agreement to the contrary notwithstanding, the following actions shall require
approval by the Governing Board:

(A)

(B)
(€)

(D)

(E)

(F)
(G)

approval of annual operating and capital expenditure budgets for the
Surgery Center, and any significant changes to any item of income or
expenditure set forth in a budget, including without limitation approval of
any contract, lease or expendlture or incurring any indebtedness (including
capital leases) involving a sum in excess of $100,000 for any transaction or
group of related transactions not provided for in an approved budget;

provided, however, that no approval shall be required for variations in
expenditure levels from that set forth in an approved operating budget if
such variations cither (x) result from the ordinary coursé of business of the
Surgery Center (e.g., unexpected increases in caseload levels) and are not
expected to cause a reduction in the annual EBITDA of the Company
projected in the approved budget in an amount in excess of the lesser of
$100,000 or 10% of the projected EBITDA in the approved budget, (y) are
the minimum required for the Surgery Center to maintain is licensure or
accreditation or to comply with a legal requirement, consistent with the
overall design of the Surgery Center or (z) are needed for implementation of
charitable purposes or projects recommended by Health System pursuant to
the last paragraph of this subsection (v);

sclling all or substantially all of the property of the Company;

causing the Company (o convert into a different form of entity or to enter
into a merger with another entity;

changing the name of the Company or the Surgery Center (other than the
name change provided for in Article I1);

any borrowing, guarantecing any indebtedness or creating or granting any
lien or other encumbrance on any assets of the Company, other than
borrowings and the related liens or encumbrances (x) contemplated under
any approved budget or (y) of less than $100,000;

an election to dissolve the Company pursuant to Section 16.1(c);

approval of any contracts or modifications of any contracts between the
Company and any member of the medical stafT of the Surgery Center, or
(excepl as otherwise permitied by this Agreement or the Management
Agreement) any Member or Affiliate of any Member;
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(H)

)

)

(K)

(L)

M)

N)

©)

(P)

Q)

(R)

(S

any decision to file a petition requesting or consenting 1o an order for relief
under the federal bankruptcy laws, or other actions with respect to the
Compeny as a result of insolvency or the inability to pay debts generally as
such debts become duc;

requesting Members to make additional capital contributions to the
Company;

approval of the Surgery Center entering into any capitation, global or risk-
bascd managed care agreements or arrangements for the provision of
medical services;

establishing policies for distributions of the Company's eamings t
Members or approval of any non-cash distribution by the Company;

hiring an Administrator or appointing a Medical Director for the Surgery
Center;

approval of any amendment in whole of in part of the Management
Agreement;

any decision to cause the Company to buy or sell any interest in the
Company pursuant to the rights granted under Asticle XV, or otherwise;

approval of all strategic plans for the Company and any proposed actions
that arc inconsistent with any approved strategic plan;

the commencement, settlement or dismissal of any lawsuit or other judicial
or administrative proceeding (including any investigation) that is related,
either dircctly or indirectly, to the Company which has an amount in
controversy or settlement value of $100,000 or more;

any change in the nature of the business of the Company or any decision 1o
carry on any other business not directly related to the ownership and
operation of the Surgery Center;

admission of any new Member to the Company or the issuance of any
Membership Units (or any other equity or ownership interes( in the
Company) by the Company; and

determining the fair market value of any Membership Units issued pursuant
10 Section 7.1.

Notwithstanding the foregoing, in the event that Health System determines in good
faith that the Governing Board has failed or may fail to cause the Company 1o conduct its activities so that
the charitable and religious purposes of Health System take precedence over the profit making motives of
the Company pursuant to Section 3.2 above. Health System shall be empowered and authorized to
unilaterally require the Company and the Governing Board to take such actions, or to refrain from such
actions, that are necessary or appropriatc to preserve and protect Health System or any of its Affiliates™ tax-
cxempt status. In addition, a supermajority vote of the Governing Board consisting of the approval of
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Managers holding at least 85% of the total number of votes of the Goveming Board (determined in
accordance with Section 14.1(b)(ii) above) shal] be required for the matters described in clauses (B), (),
(D), (F), (1), (M), (Q) and (R} (with respect to the admission of new Physician Members) above,

(vi)  Governing Board Meetings. Meetings of the Goveming Board
may be called by any member of the Governing Board, A schedule of regular meetings shall be established
at the beginning of each year. Regularly scheduled meetings shall not require any advance notice. All of
the mueetings shall be held upon seven days notice by mail or 48 hours notice delivered personally or by
telephone, e-mail or facsimile trangmission. A notice of a speeial meeting shall state the purpose of such
special meeting. Notice of a meeting need not be given to any imember of the Governing Board who signs
a waiver of notice or a consent to holding the meeting or an approval of the minutes thereof, whether
before or after the meeting, or who attends the mecting without protesting, prior to its commencement, the
lack of notice to such member. All such waivers, consents and approvals shall be filed with the Company
records or made a part of the minutes of the meeting, Meetings of the Govemning Board may be held at any
place within or without the State of Tennessee that has been designated in the notice of the meeting or at
such place as may be approved by the Governing Board. Governing Board members may parlicipate in a
mecting through use of conlerence telephone or similar communications equipment, so long as all
Governing Board members participating in such meeting can hear one another. Participation in a meeting
in such manner constitutes a presence in person at such meeting,

(vii)  Actlon Without Meeting. Any action required or permitted 1o be
taken by the Governing Board may be taken by the Governing Board members without a meeting if
Governing Board members necessary to take such action at a duly called and held meeting at which all
Governing Board members arc in attcndance consent in wriling to such action. Al such actions by written
consent shall have the same force and effect as the requisite vote of the Governing Board members at a
duly called and held meeting. Notice of any such actions taken in this manner shall be provided 1o the
Goveming Board members who were not a party to such written consent.

(vilf) Compensation of Governing Board Members. Goveming Board
members shall not entitled to any compensation for the performance of their duties in that capacity, The
Compuny shall reimburse the Goveming Board members for their out-of-pocket cxpenses incwrred in
attending Govorning Board meetings or taking any actions specifically authorized by the Governing Board;
provided, however, that so long as such meetings are held within 15 miles of the Surgery Center, such out-
of-pocket expenses shall not include any travel expenses, except for travel expenses associated with
attendance of meetings by the Governing Board members appointed by JV.

(c) Officers. Thc Governing Board may elect officers of the Company and
delegate duties and authority to such officers. [f any officer is elected without an express statement of the
duties and authority of such officer, the duties and authority of such officer shall be the same as those given
to an equivalent officer of a Tennessee business corporation under the Tennessee Business Corporation
Act. Initially, the following officers of the Company are elected: Monica Cintado, President; Corey
Ridgway. Vice President; Robert S. Biscan, Vice President; and John J. Wellik, Vice President, Secretary
and Treasurer.

{d) Management Agreement; Guaranty Fees. The Company and USP shall
enter into the Management Agreement, and USP is hereby authorized to perform its duties and take the
actions that are required or permitied under said agreement. In addition, the Company may enter into
agreements with any Member or third party to provide services to or on behalf of the Company and to sell
supplies to the Company, but any such transaction with a Member or an Affiliate of 2 Member (other than
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de minimuys transactions) is subject to the requirement that the consideration paid by the Company shall be
no greater than the amount for which USP reasonably believes the Compeany could obtain such services or
supplies from an independent party in an arm's length transaction. In addition, if Health System, USP
Parent or any of their Affilintcs agrees (0 guaranty any indebtedness or lease obligations of the Company
with the approval or at the request of the Governing Board, then the Physician Members shall be offcred
the opportunity to provide their personal guarantees of a pro rata portion of such indebtedness or leasc
abligation, and each guarantor shall be entitled to a guaranty fee that is consistent with fair market valuc, as
determined by the mutual agreement of the Governing Board and the JV.

(e) Medical Advisory Committee, The Governing Board will establish a
Medical Advisory Committee. The members of the Medical Advisory Committee will be appointed by and
report to the Governing Board. The members of the Medical Advisory Committee will be the Medical
Director and physicians who utilize the Surgery Center on a regular basis. The Medical Advisory
Committee will be responsible for making recommendations to the Governing Board relating to (i) matters
of clinical policy, (ii) credentialing, (iii) quality of care at the Surgery Center and (iv) other issues
associated with patient care activities at the Surgery Center, as determined by the Governing Board.

Section 14.2. Power and Authority. Without limiting the generality of Section 14.1, but
subject to the express limitations set forth elsewhere in this Agreement, the Governing Board shall have all
necessary powers 1o manage and carry out the purposes, business, property and affairs of the Company and
1o do on behalf of the Company all things which, in the Governing Board’s sole judgment. are necessary,
proper or desirable 1o camry out the aforementioned duties and responsibilities.

Section 14.3. Devotion of Time, No Governing Board member is obligated to devote all
of his or her time or business efforts to the affairs of the Company. The Governing Board members shall
devote such time to the Company business as they shall deem appropriate for the operation of the
Company, Nothing in this Agreement shall preclude the employment of any agent, third party or Affiliate
to provide sorvices in respect of the Company's properties or business, subject to the control of the
Goveming Board or USP under the Management Agreement, as applicable,

Scction 14.4. Liability of Governing Board Members. No Gaveming Board member
shall be liable to the Company or to any Member or Interest Holder for any loss or damage sustained by the
Company, any Member or Interest Holder, unless the loss or damage shall have been the result of fraud,
deceit, gross negligence, reckless or intentional misconduct or a knowing violation of law by the
Goveming Board member, The Governing Board members shall perform their managerial duties in good
faith, in A manner they reasonably believe 1o be in the best interests of the Company, its Members and
Interest Holders. No Governing Board member that so performs the duties of a Governing Board member
shall have any liability by reason of being or hayving been a Governing Board member of the Company or
having performed any such duty.

Section 14,5, Reliance on Agents. In performing their dutics, the Govermning Board
members shall be entitled to rely on information, opinions, reports or statements, including financial
statements and other financial data, of attorneys, accountants and other employees or agents of the
Company who the Governing Board member reasonably believe to be reliable and compctent in the
matters presented,
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Section 14.6. Indemnification and lnsurance.

(a) To the fullest extent permitted by law, the Company will indemnify each
Member (but not relating to such Member in her or her capacity as a physician performing medical
procedures), its Affiliates, the members, owners, directors, officers, employees and agenis of each Member
and its Affiliates, each officer of the Company, each Governing Board member and the Liquidator (each an
“Indemnified Party” and collectively the “Indemnified Parties™), and defend. save and hold each
Indemnified Party harmless, from and in respect of, all (i) fees, costs and expenses incurred in connection
with or resulting from any elaim, action or demand against an Indemmnified Party (including any claim,
action or demand erising under commeon law or statute), including attorneys' fees, that arise out of or in any
wey relate to the Company or its subsidiaries, or their respective properties, business or affairs, or that arise
by reason of any of them being a Governing Board member, officer, emplayee or agent of a Member or the
Company (provided that, in such capacity, such person was performing services on behalf of the Company)
or a director, officer or employee of any Affiliate of a Member (whether or not such person continues to
serve in such capacity at the time such claim, action or demand is brought or threatened), and (ii) all
claims, actions and demands and any losses or damages resulting therefrom (including all claims, actions
and demands arising under common law or statutes), including amounts paid in settlement or compromise
of any claim, action or demand; provided, however, that this indemnity will not extend to conduct by an
Indemnified Party if it is determined by a court of competent jurisdiction that the person acted so as to be
liable for actual fraud, willful misfeasance, gross negligence or reckless disregard of the duties involved in
the conduct of his oflice, which liability will survive the person's ceasing to serve in such capacity and any
dissolution of the Company. The foregoing is intended to satisfy the requirements of the Act that
indemuification be authorized prior 10 indemnifying any person. The foregoing right of indemnification
will be in addition to any rights to which the Indemnificd Parties may otherwise be entitled and will inure
to the benefit of the executors, administrators, personal representatives, successors or assigns of each
Indemnified Party.

(b)  The Company shall pay the expenses incurred by an Indemnified Party in
defending a civil or criminal action, suit or proceeding. other than an action brought by the Company, upon
receipt of an undertaking by the Indemnified Party to repay payments made by the Compeny if the
Indemnified Party is determined not to be entitled to indemnification therefor as provided herein. The
Govemning Board will have the power on behalf of the Company to indemnify, on terms generally
consistent with this Section 14.6, any other person who serves at the request of a Member as a director,
officer or employee of; or consultant to, an Affiliatc of the Company or a Member, against any liabilities
that may be incurred by reason of the person's being an officer or employee of, or consultant to, an Affiliate
of the Company or a Member. Any right of indemnity granted under this Section 14.6 may be satisficd
only out of the assets of the Company and no Member will be personally liable with respect to any claim
for indemmification,

(c) The Company will have the power la purchase and maintain insurance in
rcasonable amounts on behalf of the Company and the Indemnified Parties against any liability incurred by
them in their capacities as such, whether or not the Company has the power to indemnify them against such
liability. The Company may purchase and maintain insurance for the protection of any Indemnified Party
against similar liabilities, whether or not the Company has the power to indemnify such persan against
such liabilities.
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Section 14,7. Competing Activities.

(a) Neither this Agreement nor the Management Agreement shall preclude or
limit, in any rospect, the right of JV, Health System, USP, USP Parent or Biscan or any Affiliate of JV,
Health System, USP, USP Parent or Biscan, or any shareholder, member, owner, officer or director of JV,
Health System, 1JSP, USP Parom or Biscan or any of their respective Affiliates (each, an “Affiliated
Person™) o engage or invest in any business activity of any nature or description, including those which
may be the same as or similar to the business of the Company or the Surgery Center and in direct
competition therewith;

(b) . Any such activity may be engaged in by uny Affiliated Person
independently or with others, and may include the ownership and/or operation of other surgical facilities or
related medical Tacilitics for such Affiliated Person’s own account or the account of others, including any
partnership, limited liability company or other entity organized by the Affiliated Person;

(c) Neither the Company nor any Member or Interest Holder shall have any
right, by virtue of this Agreement or the relationship created hereby, in or to such other ventures or
aclivities, or to the income or proceeds derived therefrom, and the pursuit of such ventures, even if
competitive with the business of the Company, shall not be deemed wrongful or improper; and

(d) Each Affiliated Person shall have the right to take for its own account
(individuaily or as a trustee) or to recommnend to others any investment opportunity,

Section 14.8, Section 754 Election. In the event of a transfer of all or part of a
Membership Unit as described in Code Section 743, the Company may elect, pursuant to Section 754 of
the Code. or corresponding pravision of subsequent law, to adjust the basis of the Company’s praperty as
provided by Section 734 or 743 of the Code. Each of the Members will upon request supply the
information necessary to properly give effect to any such election.

ARTICLE XV

Transfer of Interests by Members

Section 15.1. General Prohibition, Excepi for sales (a) that are made pursuant to
Section 7.1, (b} that are otherwise approved by the Governing Board or (c) that are otherwise provided for
in this Article XV, and notwithstanding any provision contained in the Act to the contrary, no Member or
Interest Holder shall have the right to transfer his or her Membership Units and no Member shall have the
right to have a transferee admitted as a substituted Member in respect of such Membership Units without,
in either instance, obtaining the prior written consent of the Goveming Board. which may be withheld in its
sole and absolute discretion. Except as otherwise approved by the Governing Board, any transfer permitted
hereunder may be made only to a Qualified Member., This Section 15.]1 and Section 15,2 below shall not
apply to the IV or any of its Affiliates.

Section 15.2, Right of First Refusal. A Member may not, without the prior consent of
the Governing Board (which consent may be withheld at the Govemning Board’s sole discretion), sell,
assign or transter the whole or any part of his or her Membership Units to any person or entity, In addition,
cxcept as otherwise provided in any written agreement approved by JV and Biscan, before any such
Membership Unit is assigned, sold or transferred, the assigning Member shall fivst offer the Company (or
any Qualified Member or Qualified Members designated by the Governing Board) and, if the Company
declines such offer, then the JV (or its designec) shall have the right to acquire the interest on the same
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terms and for the same price that the assigning Member offers or proposes 1o offer such Membership Units;
provided, however, that if any such offer is accepted, the entire interest being offered must be purchased.
The Company and JV may assign any right to purchase Units that arises under this Article XV to any other
Qualified Member. 1f the Company (or any Qualified Member or Qualified Members designated by the
Governing Board) does not elect to acquire the entire interest offered within 20 days after their receipt of
the offer, and if' JV (or its designee) does not elect to acquire the entire interest offered within 15 days afler
the expiration of said 20 day period, the pait that they do not acquire may be sold by the Member upon the
same terms and for the same price offered to the Company and JV at any time within 90 days after the
expiration of such 15 day period. In addition 1o the foregoing, any Member who desires to transfer his or
her Membership Units shall arrange for the transferee 1o be bound by the provisions of this Agreement, as
it may then be amended, by having such transferee execute two counterparts of an instrument of
assignment satisfactory in form to the Company and by delivering the same to the Company together with
any other information that may be required by counsel to the Company lo determine whether the proposed
transfer complies with applicable federal and state securities or other laws or regulations, It is understood
that the transferce shall be required to pay any and all reasonable filing and recording fees, legal fees,
accounting fecs and other charges and fees incurred by the Company and its counsel as a result of any such
transfer.

Scction 15.3. Sale to JV or the Company. Any Member may sell his or her Membership
Units at any time to JV or to the Company at a price and upon such terms as may be agreed 1o by such
parties.

Section 154, Disposition upon Termination of Marriage. If the marital relationship of
a Member is terminated by divorce or the deall of the Member's non-Member spouse (with the intent
being that the death of a Member’s spouse who was also a Member shall be governed by Section 15.9(a))
and such Member does not succeed to his or her spouse’s interest (if any) in their Membership Units, such
Member shall have the option to purchase all of his or her spouse’s interest in such Membership Units, and
such spouse or the executor or administrator of the spouse’s estate shall be obligated to sell such
Membership Units. The price at which such Membership Units shall be purchased shall be an amount
equal 10 the Agreed Value (as defined in Section 15.11 below), which shall be payable in cash, Such
option must be exercised within 90 days afier such death or divorce. If the Member fails to exercise such
option within said 90 day period (including without limitation any failure resulting from a determination
that the preceding provisions of this Section 15.4 are not enforceable against the Member's spouse or
estate), such failure shall constitute an ofter by the Member and his or her spouse or estate to sell all of
their Membership Units at the Agreed Value, and the provisions of Scctions 15.2 and 15.10 shall apply to
such offer, The date of the offer shall be the 91st day after such death or divorce.

Section 15.5. Involuntary Disposition, Prior to or upon any involuntary disposition of
any Membership Units by a Member, the Member who owns such Membership Units or his or her
representative shall send written notice thereof to the Company by certified or registered mail, return
receipt requested, disclosing in full the nature and details of such involuntary disposition, and such notice
shall be decmed 1o be an offer by such Member to scll such Membership Units for the Agreed Value, and
the provisions of Sections 15.2 and 15.10 shall apply to such offer. Failure to send any such notice shall
not alfect the applicability or operation of the other provisions of this Article XV. The various options to
purchase the Mcmbership Units pursuant to this Article XV shall continue following any transfer or
disposition of the Membership Units, whether pursuant to this Agreement or otherwise.

Scction 15,6, Transfers Affecting Tax Status, Anything contained hercin to the
contrary notwithstanding, without the prior approval of (he Governing Board, no Member may assign the
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whole or any part of his or her Membership Units, and no attempted or purported transfer or assignment of
any Membeiship Units (whether or not such assignes or transferee is admitted as a Member) shall be
effective if it prejudices or affects, or would prejudice or affcet, the continuity of the Company for purposes
of Section 708 of the Code. The Company is expressly authorized to enforce this provision by notifying
the Members that all transfers or assignments will be suspended for a period of up to 12 months whenever
interests totaling 49% or more in interest of the Company have been effectively transferred in any 12
month period. Prior 1o any such transfer or assignment becoming effective, the Governing Board may
require an opinion of counsel to the effect that, except as may result from any basis adjustment made
pursuant to Scction 14.8 above, the transfer will not adversely affect the Company or any of the
nontransferring Members, and such transferor or assignor shall be responsible for paying said counsel's fee
for the opinion.

Section 15.7. Compliance with Securitics Laws. All Mcmbers acknowledge that the
Membership Units have not been registered under (a) the Securities Act of 1933, as amended (the *1933
Act"), in reliance on the exemptions afforded by Section 3(a)(11) and Scction 4(2) of the 1933 Act, or ®)
the securitics laws of the State of Tennessee (the "State Securities Laws") in reliance on an exemption
afforded by the Uniform Limited Offering Exemption or other similar exemption adopted pursuant to the
State Securities Laws. Therefore, to preserve said exemptions and notwithstanding anything contained
herein (o the contrary, the Members hereby sgree that interests in the Company shall be nontransferablc
and nonassignable except in compliance with the regisiration provisions of the 1933 Act end the State
Securilies Laws, or an exemption or exemptions therefrom, and any attempted or purported transfer or
assignment in violation of the foregoing shall be void and of no cffect. As an additional condition
precedent to any assignment or other transfer of any interest in the Company, the Company may require an
opinion ol counsel reasonably satisfactory (o the Company that such assignment or transfer will be made in
compliance with the registration provisions of the 1933 Act and the State Securitics Laws or exemptions
therefiom, and such transferor or assignor shall be responsible for paying said counscl's fee for the opinion.

Section 15.8. Effective Date of Transfer; Substitution of Assignees as Members.
Unless otherwise agrecd by the assignor, the assignee and the Company, each assignment or transfer of
Membership Units shall be effective as follows: (s) if the Governing Board actually receives an instnnnent
of assignment that is satisfactory in form to the Goveining Board and is duly executed by the assignor and
the assignee. during the first 15 days of any calendar month, the assignment shall be effective as of the first
day of such calendar month; and (b) if such an instrument of assignment is actually received by the
Governing Board during the remainder of such calendar month, the assignment shall be effective as of the
first day of the next calendar month; however, no attempted assignment or transfer shall be effective or
recognized by the Company or the Members until all the requirements of this Article XV have been
satisfied. If and when the consent of the Governing Board to the admission of such transferec is secured
and the other requivements of this Article XV are satlsfied, the transferee shall be admitted as s substituted
Member as to the Membership Units thus transferred, and each Member hereby consents to such
admission. Unless and until any transferee is admitted as a substituted Member, his or her status and rights
shail be limited to the rights of an Interest Holder. Upon the effectiveness of an assignment of a
Membership Unit and the consent of the Governing Board to the admission of the assignee as a Member
under this Section 15.8, the Company shall execute, file and record with the appropriate governmental
agencies such documents (including amendments 1o this Agrecement), if any, as are required to accomplish
the admission of the transferee as a substituted Member. Any person admiticd as a Member shall be
subject 10 and bound by all the provisions of this Agreement as if originally a party to this Agreement.
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Section 15.9. Options to Purchase.

(a) In the event of the death, Retirement, Relocation, dissolution, mental
incompetency or legal disability of a Physician Member (or an Interest Holder), the Company (or any
Qualified Member r Qualified Memnbers designated by the Governing Board) shall have the option and, if
the Company does not exercise such option. JV (or its designee) shall have the option to purchase such
Physician Member's Membership Units pursuant to the provisions of Section 15.2 as if such Physician
Member had made an offer to scll his or her Membership Units at a price equal to the Agreed Value of seid
Membership Units, determined as of the date such option is exerciscd.

(b) If any Physician Member either (i) fails to maintain his or her credentials 10
provide services at the Surgery Center or (ii) at any time ceases to meet the Physician Member Eligibility
Reguirements, os evidenced by the Physician Member's failure or inability to execute and deliver an
Annual Eligibility Affirmation Statement in the form attached hereto as Schicdule B within 30 days after the
end of any 12 month period that is designated by the Governing Board for purposes of this Section
15.9(h)(ii), then in each such case, such Physician Member shall be deemed to have made an offer to sell
all of his or her Membership Units. Upon the occunrence of any such event, the Company and JV shall
have the right to purchase such Physician Member’s Membership Units pursuant to the provisions set forth
in Section 15.2 as if such Physician Member had made an offer to sell his or her Membership Units for a
purchase price equal to the Agreed Value,

(c) The closing of any transaction pursuant to this Section 15.9 shall take place,
the purchase price shall be paid and the selling Member's Membership Units shall be transferred and
assigned in accordance with the terms and provisions of Section 15,10,

(d)  This Section 15.9 shall not apply to JV or any of its Affiliates (other than
with respect 1o their repurchase rights granted hereunder) or to Biscan.

Section 15.10. Repurchase Procedures.

(a) Except as expressly set forth in Section 15,13, the purchase price for
Membership Units to be acquired pursuant to this Article XV shall be payable in cash to the transferor of
such Membership Units. In addition, the bayer shall indemnify the seller with respect to any personal
guarantees or other commitments of the seller relating to the business of the Company.

(b)  The closing of the sale shall be held at the principal place of business of the
Company within 30 calendar days after the date JV or the Company exercises its right to purchase such
interest. At the closing of the sale, the buyer shall pay the purchase price to the seller and the seller (or his
or her Jegal representative) shall convey the Membership Units to be sold, free and clear of all
encumbrances, by executing and delivering a form of Assignment of Membership Units provided by the
Company, provided, however, that in the event the seller fails to cxccute and deliver such an Assignment
of Membership Units, the Membership Units to be transferred shall be decmed transferred for all purposes
on the date the buyer tenders payment therefor to the Company (or in the event JV or the Company is the
buyer, the date the Company notifies the seller that a check or, if applicable, shares of USP Parent for such
purchase price is available upon delivery of an executed Assignment) and the seller shall have no further
interest in the Company, other than the right to receive such purchase price (without interest) upon
execution and delivery of an appropriate Assignment form as required herein. All costs and expenses of
said transfer, including any lega) fees of the Company, shall be borne and paid by the selling party, and the
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Company is authorized to apply any other obligations payable to the selling party to the payment or
reimbursement of such costs and expenses.

Section 15.11. Agreed Value. The "Agreed Value" of any Member's Membership Units
in the Company shall mean the greater of (a) the book valuc attributable to such Membership Units, where
book value is total assets less total liabilities of the Company, as set forth in the most recent of the
Company’s regularly preparcd financial statements and shall be determined in accordance with generally
accepted accounting principles consistently applied, or (b) if sufficient credible documentation is available
to perform such calculation the sum of (i) the amount originally paid by the Member for such Membership
Units, plus (ii) any additional capital contributed to the Company artributable to such Membership Units
(such as through a capital call), plus (iii) the Member's Ner Income allocated to such Membership Units,
minus (iv) the Member’s Net Losses allocated to such Membership Units, minus (v) the Member's
distributions allocated 10 such Membership Units (the “Member's Net Investment™). If sufficient credible
documentation is not made available to the Company for the purposes of performing the calculation set
forth in clause (b) above, then the Agreed Value shall be the amount determined pursuant to clause (a)
above. Notwithstanding the foregoing, in no event shall the Agreed Value exceed the “Appraised Value™
for such Units. The “Appraised Value™ shall mean a price per Unit equal 10 the fair market value of the
Company divided by the number of Units issued and outstanding at the end of the last month immediately
preceding the month when the notice of intent to purchase is delivered. As used herein, the “fair market
value” of the Company will be the value of the Company determined by an independent appraisal firm that
is approved by the Governing Board and the costs of which shall be borne by the Company. Any questions
with respect to accounting procedures or valuation not controlled by this Agrecment shall be resolved by
the independent accountants then engaged by the Company.

Section 15.12, Physician Member Non-Competition Covenant,

(a) Each Physician Member agrees that, so long as such Physician Member
owns any Membership Units and for a one year period following such Physician Member's disposition of
all of his or her Membership Units, such Physician Member will not, directly or indirectly, engage
anywhere within 15 miles of thc Surgery Center in the development, management or ownership of
ambulatory surgery centers or surgical hospitals, in providing administrative or consulting services to any
ambulatory surgery center or surgical hospital, or in any other business that would be competitive with the
business conducted by the Company or the Surgery Center (including without limitation acute care
hospitals and doctors™ offices or any other facility where surgical procedures customarily performed in
hospitals or licensed outpatient surgical centers are performed) or acquire or retain any “financial interest”
(as defincd below) in any business which is so cngaged; provided, however, that (i) no Physician Member
shall be restricted from performing surgery at any other facility or otherwise practicing medicine in a
private practice which may utilizo such competing facilities from time to time, so long as the Physician
Member does not have a financial interest in any such competing facility, (ii) no Physician Member shall
be prevented from participating on any hospital medical staff committee, office or board so long a8 no
compensation (other than customary fees for membership on general oversight or quality assurance
committees) is paid to such Physician Member for services directly related to any such hospital’s outpatient
surgery or endoscopy facility or program, (iii) this Section 15.12 shall not apply to any ownership interest
held by a Physician Member that is listed on Sghedile D attached hereto, or with respect to future ncw
Physician Members, an ownership interest held by such Physician Member in a competing facility that is
disclosed to and approved by the Company prior 1o the Company’s acceptance of a subscription for
Membership Units from such Physician Member, (iv) this Section 15.12 shall not apply to the continuation
of the practice of any Physician Member who is a surgeon personally performing surgical procedures in his
or her office for which no separate facility fee, technical components, tray fce or "payment differential”
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(i.e., a professional fee that is greater than the professional fee that would be received if the procedure were
performed at the Surgery Center) is charged and that are the types of procedures that have been performed
in such Physician Member’s office during the 12 month period prior to such Physician Member's initial
acquisition of any Membership Units, and (v) this Section 15.12 shall only apply to Physician Members.

(b) For purposes of this Agrcement. “financial interest” shall include (i)
intercsts held by tamily members or trusts for the benefit of any family member and (ii) any financial
relationship with a competing entity, whether as an employee, agent, director, security holder (except for
investments made through mutual funds or the ownership of any outstanding shares of a publicly held
corporation purchased through a broker on an established stock cxchange or the Nasdaq system atl an
original cost of not more than $25,000), creditor, consultant or otherwise.

(c) I any Member violates the non-competition covenant set forth in this
Section 15,12, such Member shall thereupon be deemed to have made an offer to sell his or her
Membership Units at a price equal to the lesser of (1) 50% of the Agreed Value for such Membership Units
and (ii) the Member's Capital Account balance, which offer shall be governed by the terms of Sections
15,2 and 15.10 hereof. In addition, upon breach of any provision of this Section 15.12, the Company will
be entitled 1o injunciive relief, since the remedy at law would be inadequate and insufficient, und the
Company will be entitled to such monetary damages as it can show it has sustained by reason of such
breach. ‘

(d) If any provision in this Scction 15.12, or any part thereof, is held to be
unenforceable because of the duration of such provision or the area covered thereby, the parties agrec that
the court making such determination will have the power 10 reduce the duration and/or area of such
provision, and/ov to delete specific words or phrases, and in its reduced form such provision will then be
enforceable and will be enforced,

Secction 15.13. Repurchase Obligation Upon Change in Law. If any law is passed or
regulation or government ruling adopted after the date of this Agreement which prohibits or has the effect
of prohibiting a referring physician from being a Physician Member, the Company and the affected
Physician Member agree to use their commercially reasonable efforts to restructure the referring
physician’s relationship with the Company in such a manner that will avoid such illegality and, to the
extent practicable, will preserve the existing financial and business relationships among them. If despite
such efforts no such restructuring is agreed upon, the Company agrees to purchase, and the Physician
Member agrees to sell, the Membership Units held by such Physician Member for a purchase price equal to
the Agreed Value of such interest. The purchase price will be payable in cash or, at the option of the
Governing Board with the approval of USP Parent, in shares of newly issued, unregistered common stock
of USP Parent (or, if such common stock has been converted into or exchanged for the common stock of
another corporation before such payment is required to be made hereunder, the common stock of such
other corporation), which shall be “restricted shares™ for purposes of federal and state securities laws,
valued at (a) the average closing sales price for such shares on the principal public market for which they
are traded over the five trading days ending on the fifth trading day prior to the closing of such purpose and
sale or (b) if such common stock is not then listed for wrading on the Nasdaq Stock Exchange, the New
York Stock Exchange or the American Stock Exchange, the fair market value of such common stock as
determined by the issuer’s board of directors.

Section 15.14. Ownership of Membership Units for Certain Purposes. In case any

Membership Units (other than Membership Units held by JV or any of its Affiliates) are held by an entity
or by two or more persons as joint tenants or tenants in common, the Governing Board shall designate the

OpAgreement_LA_IMAN_19842%_1 (3) (3).DOC 30



individual(s) who shall be treated as the owner of such Membership Units for purposes of determining the
rights of the Company and the othor Members undor this Article XV and ail voting rights attributable to
such Membership Units,

ARTICLE XVI
Dissolution of the Company

Scction 16.1. Dissolution Events. The happening of any one of the following events
shall work an immediate dissolution of the Company:

(a) The bankruptcy of the Company:;

(b) The sale or other disposition of all or substantially all the assets of the
Company; or

(c) The supermajority vote of the Governing Board to dissolve pursuant to
Section 14.1(b)(v)(F).

Section 16.2. Deemed Bankruptcy of the Company. For purposes of this Agreement,
the "bankruptcy" of the Company shall be deemed to have occurred upon the happening of any of the
following:

(a) The filing of an application by the Company for, or the Company’s consent
1o, the appointment of a trustce in bankrupicy or receiver of all or a substantial portion of its assets;

(b)  The filing by the Company of a voluntary petition in bankruptcy or the
filing of a pleading in any court of record admitting in writing its inability to pay its debts as they come
due;

(¢) The making by the Company of a geneval assignment for the benefit of
creditors;

(d) The filing by the Company of an answer admitting the material allegation
of, or its consenting (o, or defaulting in answering a bankrupicy petition filed against it in any bankruptcy
procecding; or

(e) The entry by any court of competent jurisdiction of an order for relief of the
Company under Chapter Seven of 11 U.S.C. (the Bankruptcy Code), the entry of an order, judgment or
decree having a similar effect under any other applicable law or the entry of an order, judgment or decree
appointing a trustee of the assets of the Compeny, and any such order, judgment or decree continuing
unstayed and in cftect for a period of 60 days after such entry.

ARTICLE XV1I
Winding Up and Termination of the Company

Section 17.1. Winding Up; Appointment and Powers of Liquidator, 1f the Company is
dissolved pursuant to Section 16.1, a liquidator or liquidating commitiee selected by the Governing Board
or, if no such liquidator or liguidating committee is so selected. the Governing Board (the “Liquidator™)
shall commence 1o wind up the affairs of the Company and to liquidate and sell its assets, The Liquidator
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shall have sufficient business expertise and competence to conduct the winding up and termination of the
Company and, in the course thereof, to cause the Company to perform any contracts which the Company
has theretofors or (subject to the limitations hereinafter set forth) may thereafter enter into, The Liquidator
shall proceed with such liquidation in as expeditious a manner as is reasonably practicable. The Liquidator
shall have full right and unlimited discretion to determine the time, manner and terms of sale or sales of
Company property pursuant to such liquidation with due regard to the activity and condition of the rclevam
market and general financial and cconomic conditions, The Liquidator (if other than the Governing Board)
appointed as provided herein shall be entitled to reccive such compensation for jts scrvices as shall be
agreed upon by the Liguidator and a Majority in Interest of the Members. The Liquidator may resign at
any time hy 15 days prior written notice and may be removed at any time, with or without cause, by written
notice of removal signed by a Majority in Interest of the Members. Upon the death, dissolution, remaval or
resignation of the Liquidator, a successor and substitute Liquidator (who shall have and succeed to all the
rights, powers and duties of the original Liquidator) shall be appointed within 30 days thereafier by vote of
a Majority in Interest of the Members, evidenced by written appointment and acceptance. The right to
appoint a successor or substitute Liguidator in thc manner provided herein shall be recurring and
continuing for so long as the functions and services of the "Liquidator" are authorized to continue under the
provisions hereof, and every reference herein to the “Liquidator" will be deemed to refer also to any such
successor or substitute Liquidator appointed in the manner heréin provided. Except as expressly provided
in this Article XVII, the Liquidator appointed in the manner provided herein shall have and may exercise,
without further authorization or consent of any of the parties hereto or their legal representatives or
successors in interest, all of the powers conferred upon the Governing Board under the terms of this
Agreement (but subject to all of the applicablc limitations, contractual and otherwise, upon the cxercise of
such powers) to the extent necessary or desirable in the good faith judgment of the Liquidator (o carry out
the duties and functions of the Liquidator hereunder for and during such period of time as shall be
reasonably required i the good faith judgment of the Liquidator to complete the liquidation and
dissolution of the Company as provided for herein, including, without limitation, the following specific
powers:

(n) The power to continue to manage and operate any business of the Company
during the period of such liquidation or dissolution proceedings, excluding, however, the power to make
and enter into contracts which may extend beyond the period of liquidation.

(b) The power to make sales and incident thereto to make deeds, bills of sale,
assignments and transfers of assets and properties of the Company; provided, that the Liquidator may not
impose personal liability upon any of the Members under any such instrument,

(c) The power to borrow funds as may, in the good faith Jjudgment of the
Liguidator, be reasonably required to pay debts and obligations of the Company or operating expenses, and
to execute and/or grant decds of trust, mortgages, security agreements, pledges and collateral assignments
upon ‘and encumbering any of the Company properties as security for repayment of such loans or as
security for payment of any other indebtedness of the Company; provided, however, that the Liquidator
shall not have the power to create any personal obligation on any of the Members 1o repay such loans or
indebtedness other than out of available proceeds of foreclosure or sale of the properties or assets as to
which a lien or liens are granted as security for payment thereof:

(d) The power to settle, release, compromise or adjust any claims asserted to be
owing by or to the Company, and the right to file, prosceute or defend lawsuits and legal procecdings in
connection with any such matters.
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Section 17.2. Liquidator Appointed by Court. I within 30 days following the date of
dissolution or other time period provided in Section 17.1 above a Liquidator or successor Liquidator has
not been appointed in the manner provided therein, any interested party shall have the right to make
application {o the appropriate court in the county in which the Surgery Center is located for appointment of
such Liquidator or successor Liquidator, and the said court shall be fully euthorized to appoint and
designate such Liquidator or successor Liquidator who shall have all the powers, dutics, rights and
authorities of the Liquidator herein provided.

Section 17.3. Reserves. After making payment or provision for payment of all debts and
liabilities of the Company and all expenses of liquidation, the Liquidator may set up, for a period not to
exceed two ycars after the date of dissolution, such cash reserves as the Liquidator may decin reasonably
necessary for any contingent or unforeseen liabilities or obligations of the Company.

Section 17.4. Payment of Expenses; Distributions. Upon the winding up and
temination of the business and affeirs of the Company, its assets (other than cash) shall be sold, its
liabilities and obligations to creditors and all expenses incurred in its liquidation shall be paid.
Notwithstanding the provisions of Article VIII, the net proceeds from such sales (after deducting all selling
costs and expenses in connection therewith), together with (at the expiration of the two year period referred
to therein) the balance of any reserve account referred to in Section 17.3 above, shall be distributed among
the Members and Inlerest Holders in proportion to, and lo the extent of, their respective positive balances
in their Capital Accounts (aficr taking into account all Capital Account adjustments for the taxable year of
liquidation and the allocations of Net Income and Net Loss, il any. resulting from the liquidation
transactions in accordance with Article 1X).

Section 17.5. Liquidation Financial Statement. Within a reasonable time following the
completion of the liquidation of the Company's properties, the Liquidator shall supply to each of the
Members and Interest Holders a statement which shall set forth the assets and the liabilities of the
Company as of the date of complete liquidation, each Member’s and Interest Holder's pro rata portion of
distributions pursuant to Section 17.4, and the amount retained as reserves by the Liquidator pursuant to
Section | 7.3,

Section 17.6. No Recourse; In-Kind Distributions. Each Member and Interest Holder
shall look solcly to the asscts of the Company for all disuibutions with respect to the Company and his or
her Capital Contribution thereto (including the return thercof) and share of profits or losses (hereof, and
shall have no recaurse therefor (upon dissolution or otherwise) against the Company or the Liquidator. No
Member or Interest Holder shall have any right to demand or receive property other than cash upon
dissolution and termination of the Company. All Company property shall be sold upon liquidation of the
Company or distributed in kind to the Members and Interest Holders, at the sole discretion of the
Liquidator. Any such in kind distribution need not be made on a pro rata basis so long as the value of the
assets and cash (if any) distributed to each Member and Interest Holder is in compliance with this Article
XVIL In the event any Company property is distributed in kind, each Member and Inierest Holder shall be
decmed to have received his or her proportionate share of each asset so distributed, determined in
accordance with his or her positive Capital Account balance, as adjusted to take into account any
unrealized gains or losses at the time distribution, as though such Company property had been sold
immediately prior to its distribution for an amount equal to its fair market value, as reasonably determined
by the Liquidator, and taking into account all distributions of proceeds pursuant to this Article XVII,

Section 17.7. Termination and Dissolution. Upon the completion of the liquidation of
the Company and the distribution of all Company funds and assets, the Company shall terminate and the
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Liquidator shall (and is hercby given the power and authority to) execute, acknowledge, swear to and
record all documents required to effectuate the dissolution and termination of the Company.

Section 17.8. Technical Tax Termination. A technical tax termination under any
applicable provisions of federal or state income tax laws shall not cause a dissolution of the Company, 1f
the Company “terminates™ for federal income tax purposes as a result of a transfer of 50% or more of the
profits and capital interests in the Company, the following is deemed to .occur: (a) the Company
contributes all of its assets and labilities 1o a new limited liability company in exchange for an interest in
the new limited liability company; (b) immediately thereafier, the terminated Company distributes the
interest in the new limited liability company 1o the purchasing Member or Members and the other
remaining Members in proportion to their respective interests in the terminated company in liquidation of
the Company; and (c) the business of the terminated Company is continued by the new limited liability
company,

Section 17.9. Liquidation of Interests, A Member's or Interest 1lolder’s interest in the
Company shall be deemed liquidated for purposes of this Anicle XVII upon the liquidation of the
Company or on the date of liquidation of the Membership or Economic Interest in the Company under
Regulations Section 1,761-1(d). A liquidation for such purposes shall occur upon a termination of (he
Company under Code Section 708(b)(1) or upon the cessation of the Company as a going concern as
defined in Regulations Section 1.704- 1 (b)(2)(ii)g).

ARTICLE XVvI1}

Notices

To be effective, all notices, requests and demands under this Agreement must be in writing
and must be given by (1) depositing same in the United States mail, postage prepaid, cerified, registered or
express, return receipt requested, (2) confirmed facsimile transmission, (3) overnight couricr service with
tracking capability or (4) delivering same in person and receiving a signed receipt therefor, For purposes
of notice, the addresses of the Members and Interest Holders shall be as set forth on Schedule A attached to
this Agreement (as the same may be modified from time to time to reflect issuances and transfers of
Membership Units and address changes pursuant hereto) and the address of the Company shall be as set
forth in Arnicle V. Notices, requesis and demands mailed in accordance with the foregoing shall be
decmod to have been given and made three days following the date so mailed. All notices, demands and
requests sent by facsimile shall be effective and deemed served on the date of the facsimile confirmation.
All notices, requests and demands sent by overnight courier service shall be effective and deemed served
on the day after being deposited with such overnight courier service. Notices, requests and demands made
by personal delivery shall be desmed to have been given and made upon receipt. Any Member or Interest
Holder may designate a different address to which notices, requests or demands shall thereafter be directed
by written notice given in the manner hereinabove required and directed to the Company at its offices as
hereinabove set forth.

ARTICLE XIX
Amendment of Operating Agreement

Section 19.1,  Amendment; Restrictions. This Agreement may be modified or amended
al any time by an approval in writing signed by JV and, so long as (he Members other than the JV own at
least 20% of the issued and outstanding Units, Members who own a majority of the Membership Units then
held by the Members other than the JV; provided, however, that, without the express, written consent of
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each Member affected thercby, no such modification or amendment shall change any Member's right of
limited liability.

Section 19.2. Amendment by Governing Board. The Governing Board shall have the
authority 10 amend this Agreement withoul any vote or other action by the other Members (a) s provided
in Section 9.5, (b) for purposes of reflecting issuances or transfers of Membership Units and Economic
Interests (including revising Schedule A 1o reflect any such issuances or transfers or (o revise or correct any
other information set forth in Schedule A), (c) for purposes of forming, qualifying or continuing the
Company as a limited liability company in all jurisdictions in which the Company conducts or plans to
conduct business, (d) to the minimum extent deemed necessary or appropriate by the Governing Board to
bring the Company and this Agrecment into compliance with any future federal or statc laws or
administrative regulations that are duly enacted and that restrict physician investment, or that define the
conditions under which physicians may invest, in privately held health care companies (such as the
Company) to which they refer patients; except that no such amendment may be adopted without the
cxpress, written consent of each Member affected thereby if such modification or amendment would
change the interest of such Member in the capital, profits, losses or cash distributions of the Company or
his or her rights of contribution or withdrawal with respect thereto.

Section 19.3. Amendment of Articles of Organization. In the event this Agreement
shall be amended pursuant to this Article X1X, the Company shall amend the Articles of Organization of
the Company to reflect such change if it deems such amendment of the Articles of Organization to be
necessary or appropriate.

ARTICLE XX
Power of Attorney

Each of the Members and Interest Holders does hereby irrevocably constitutes and appoints
JV, or its successor, his or her true and lawful attorney in fact and agent, to execute, acknowledge, verify,
swear to, deliver, record and file, in such Member's or Interest [lolder's name, place and stead, all
mstruments, documents and certificates which may from time to time be required by the lews of the United
States of America, the State of Tennessee, or any political subdivision or agency thereof, to effectuate,
implement and continve the valid existence of the Company, including without limitation the power and
authority to exccute, verify, swear to, acknowledge, deliver, record and file (1) all certificates and other
instruments (including the Articles of Organization, counterparts of this Agreement and amendments
thereto) which JV deems appropriatc 10 form, qualify or continu¢ the Company as a limited ljability
company in the Stale of Tennessee, (2) all instruments which JV deems appropriate o reflect any
amendinent to this Agrcement made in accordance with the terms of this Agreement, (3) all conveyances
and other instruments which JV deems appropriate to reflect the dissolution and termination of the
Company pursuant to the terms of this Agreement, including the writing required by the Act to cancel the
Company's .Arlicles of Organization filed with the Tcnnessec Secrctary of State and any other
govermncental agencies, (4) all instruments relating to the admission of any additional or substituted
Member, and (5) a certificate of assumed name and such other certificates and instruments as may be
necessary under the fictitious or assumed name statutes from time to time in effect in the State of
Tennessce and all other jurisdictions in which the Company conducts or plans to conduct business, Said
agent and attorney in fact shall not, however, have the right, power or authority to amend or modify this
Agreement when acting in such capacities, except to the extent authorized herein. The power of attorney
grantcd hercin shall be deemed to be coupled with an interest, shall be irrevocable, shall survive the death,
dissolution, bankruptcy, incompetency or legal disability of a8 Member or Interest Holder and shell extend
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to the heirs, successors and assignees of such Member or Interest Holder; and may be exercised by said
agent and attorney in fact for all Members and Interest Holders (or any of them) by listing all (or arty) of
the Members or Interest Holders required to exccute any such instrument, and executing such instrument
acting as attorncy in fact for all {or any one) of them or in such other manner, including by facsimile
signature, es said agent and attorney in fact may deem appropriate. Each Member and Interest Holder
hereby agrees to be bound by any representations made by JV acting in good faith pursuant to such power
of attorney, and each Member and Interest Holder hercby waives any and all defenses which may be
available to contest, negate or disaffirm any action of JV taken in good faith under such power of attorney.

ARTICLE XX1

Legal Compliance

Section 21.1. Corporate Practice of Medicine. Nothing contained in this Agreement is
intended 1o (a) constitute the use of a medical license for the practice of medicine by anyone other than a
licensed physician, (b) aid the Company or any other entity in the practice of medicine when in fact the
entity is not authorized to practice medicine or (¢) do any other &ct or create any other arrangements in
violation of the Tennessee Medical Practice Act,

Section 21.2, Health Laws. The Members enter into this Agreement with the intent of
conducting their relationship in full compliance with applicable state, local and federal laws, including but
not limited 10 the Health Laws. Notwithstanding any unanticipated effect of any of the provisions of this
Agreement, no Member or any Person acting on behalf of the Company will intentionally conduct himself
or itself under the terms of this Agreement in a manner that would constitute a violation of the Health
Laws,

Section 21.3. Referral Policy. Other than the requirement to become and remain a
Qualified Member, nothing contained in this Agreement will require (directly or indirectly, explicitly or
implicitly) any Member to refer or direct any patients or other business to the Surgery Center as a pre-
condition to receiving the benefits set forth in this Agreement or distributions under this Agreement or in
establishing the valuation of a Membership Unit,

ARTICLE XXl1
Miscellaneous

Section 22,1, Waiver of Partition Rights, The Members and Interest Holders agree that
the Company’s properties are not and will not be suitable for partition. Accordingly, each of the Members
and Interest Holders hereby irevocably waives any and all rights that he may have to maintain any action
for partition of any of the Company’s property.

Section 22.2. [Entire Agreement, This Agrecment constitutes the entire agreement
among the parties relating to the subject matter hereof and supersedes any prior agreement or
understanding among them. This Agreement may not be modified or amended in any manner other than as
set forth herein,

Section 22.3, Governing Law. This Agreement and the rights of the parties hercunder
shall be governed by and interpreted in accordance with the laws of the State of Tennessee.
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Section 22,4, Successors and Assigns, Except as herein otherwise specifically provided,
this Agreement shall be binding upon and inure to the benefit of the parties and their legal representatives,
heirs, administrators, executors, successors and assigns.

Section 22.5. Construction. Wherever from the context it appears appropriate, each term
stated in either the singular or the plural shall include the singular and the plural, and pronouns stated in the
masculine, feminine or neuter gender shall include the masculine, feminine and neuter.

Section 22.6, Captions. Captions contained in this Agreement are inserted only as a
maticr of convenience and in no way define, limit or extend the scope or intent of this Agreement or any
provision hereof,

Section 22.7. Severability, If any provision of this Agreement, or the application of such
provision to any person or circumstance, shall be held invalid, the remainder of this Agreement, or the
application of such provision ta persons or circumstances other than those to which it is held invalid, shall
not be affected thereby.

Section 22.8. Counterpart Execution; Exccution. Separate copies of this Agreement
may be executed by the parties hereto, with the same effect as though all parties had signed the same copy
of this Agreement. Facsimile signatures or signatures delivered via other electronic transmission sysiem
shall have the same effect as menually executed signatures.

Section 22.9. Further Assurances. Each parly hereto agrees to execute, with
acknowledgment or aftidavit, if required, any and all documents and writings which may be necessary or
expedient in connection with the creation of' the Company and the achievement of its purposes, specifically
including all such agreements, certificates, tax statements, tax returns and other documents as may be
required of the Company or its Members or Intcrest Holders by the laws of the United States of America,
the State of Tennessce or any political subdivision or agency thereof.

Section 22,10, Weekends and Holidays. If any due date contained herein falls on s
Saturday, Sunday or Bank holiday, the duc date shall be deemed to be the following business day.

Section 22.11, Articles of Organization. The Company shall not be required to deliver
or mail copies of the Articles of Organization of the Company, or any amendments thereto, to the
Members, but the Company shall provide copies thereof to any Member upon written request therefor.

Section 22.12. No Representation Regarding Tax Effects. None of the Company, eny
Member. Interest Holder or any representative or agent of the Company or any Member makes any
representation, warranty, guaraniee or other assurance to any Member, Interest Holder, the Company or
others regarding the federal or state income tax effects of this Agrecment on the Company or its Members,

|Signatures on next page)
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IN WITNESS WHEREOF, the parties hproto have executed this Second Amended and
Restated Operating Agrooment ag of the datc ficst above vritten.

SAINT THOMAS/USP SURGERY CENTERS,

L.LC.
/
By -
Moniea C ico President

WW&

i Charles R. Kzelin, MD.

[Other Physician Member signatures will be set forth on their respective Subsctiption Agreements
entered into in comection with eny offering of Membership Units, or on assignment forms or other
similar documerits that refer to this Agrecment,)



SCHEDULE A

MEMBERS AND INTERESTS

Number of
Members Address Membership Units'
Saint Thomas/USP Surgery 15305 Dallas Parkway 22.218
Centers, L.L.C. Suite 1600 - LB 28
Addison, Texas 75001
5210 Maryland Way
Robert S, Biscan Suite 100 58.713
Brentwood, TN 37027
Physician Members
Charles R. Kaclin, M.D. 910 Moreland Hills Drive 4259
Mt Juliet, TN 37122
TOTALS §5.19

" Sehedule A will be amended to teflect the sale of 14.81 newly issued Units to now physician
investors,

Schedule A
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SCHEDULE B

ANNUAL ELIGIBILITY AFFIRMATION STATEMENT

The undersigned, who is a member of TENN SM, LLC, a Tennessce limited liability
company (the “Company”), or an owner of such member, hereby represents, warrants and agrees as
follows:

1. At all times in which I have had a direct or indirect ownership interest in the
Company. 1 have fully informed, and I agree that I will continue to fully inform, cach patient referred
by me to Providence Surgery Center (the “Surgery Center”) that | have an investment interest in the
Surgery Center,

2 During the 12 calendar months immediately preceding the date of this Statement:

(a) 1 have derived at least one-third of my medical practice income from
the performance of outpaticnt surgical procedures (as defined below); and

(b) I' have performed at least one-third of my outpatient surgical
procedures at the Surgery Center.

For purposes hereof, the term “outpaticnt surgical procedures™ means those surgical pracedures that
are on the list of Medicare covered procedures authorized to be performed in ambulatory surgical
centers under applicable Medicare regulations.

3. I agree that, with respect to any and all federal health carc programs in which I
participate (including Medicare and Medicaid), I will agrev to treat patients receiving benelits or
assistance under such programs in a nondiscriminatory manner.

4, I have not borrowed funds to acquire my ownership interest in the Company from the
Company or any other owner of the Company.

5. 1 have not been excluded from participation in the Medicare, Medicaid or any other
federal health care program.

6. At all times in which | have had a direct or indirect ownership interest in the
Company, I have been and 1 agree that I will continue to be personally involved with the provision of
care to each patient that I refer to the Surgery Center,

Schedule B
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e At all times in which 1 have had a dircct or indirect ownership interest in the
Company, | have been and 1 agree that I will continue to provide each patient that 1 refer to the
Surgery Center with a list of effective alternative entities and clcarly inform the patient that he or she
has the option to use one of the alternative entities with the assurance that the 1 will not treat the
patient ditferently if they do not ¢hoose the Surgery Center.

Agreed 1o by the undersigned this _ day of 200

(Signature of Physician Member)

(Type or Print Name of Physician Member)

Schedule B
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Attachment A, 6

Site Entitlement



Ist Floor

Surgery Center Space
Suite 110

6,994 Sq. Ft.

RESTATED LEASE AGREEMENT
Medlcal Office Building

This Lease Agreement (this “Lease”), made and entered into as of the Ist day of October, 2004 is by and
between Sports Docs, LLC, a Tennessee limited liability company (the “Landlord”), and Tenn SM, LLC, a
Tennessee limited liability company (the “Tenant”).

1, PREMISES. In censideration of the rents, mutual covenants and agreements set forth herein, the
Landlord hereby leases to Tenant, and Tenant hereby leases from Landlord those certain premises located in that
certain three (3) story medical office building (herein called the “Building”), located on that certain parcel of land
described in Exhibit A-1, which premises are located on the first floor, Suite 110 of the Building and consist of
approximately Six Thousand Nine Hundred Ninety-Four (6,994) rentable square feet (herein called the “Premises™).
The Premises are more particularly shown on the floor plan attached hereto as Exhibit A. The rentable square feet of
the Premises shall include both the area within the Premises and Tenant’s proportionate share of the common areas
of the Building, and the exact number of rentable square feet in the Building and in the Premises shall be determined
by Landlord by the Lease Term Commencement Date and shall be memorialized in the Lease Term Commencement
Date letter attached as Exhibit ). Tenant shall execite and deliver such Lease Term Commencement Date letter to
Landlord within ten (10) days of Landlord’s request therefor.

2. TERM. The term of this Lease (the “Lease Term") shall commence on the earliest of (i) the date
on which the Tenant opens the Premises for business, (ii) on the date on which a certificate of occupancy on the
interior improvements of the Premises is issued by the appropriate governmental authority, or (iii) the date the
Landlord's architect certifies that the interior improvements to the Premises have been substantially completed (the
earliest of such dates being the “Lease Term Commencement Date”), and shall continue for a term of three (3) years
thereafter. The estimated Lease Term Commencement Date is October 1, 2005.

3, So long as Tenant is not in default under the terms and conditions of this Lease, both at the time of
the exercise of this option to renew and at the expiration of the initial Term of this Lease, or if applicable, the
expiration of the first Extended Term, as hereinafier defined, Tenant shall have nine consecutive options to extend
the Term of this Lease for an additional term of Three (3) years each, subsequent to the initial Term (respectively,
the "First Extended Term" and the "Second Extended Term"; collectively, the "Extended Term"). The Extended
Term shall be on and subject to the same terms, covenants and conditions as herein contained, except for Base Rent,
which shall be determined as hereinafier provided, The option shall be exercised only by written notice from Tenant
to Landlord and given no less than six (6) months prior to the expiration of the initial Term or the First Extended
Term, if applicable, Should Tenant elect not to exercise the First Extended Term, then the Second Extended Term
shall not apply and shall be terminated, Annual Base Rent per rentable square foot for the Extended Term shall be
an amount equal to one hundred three (103%) percent of the annual Base Rent in effect for the last year of the initial
Term or the last year of the First Extended Term, if applicable, Each year during the Extended Term the annual
Base Rent per rentable square foot shall be increased by three (3%) percent of the Base Rent payable for the
immediately preceding Lease Year,

4, BASE RENT. Tenant shall pay to Landlord annually as Base Rent (herein so called), without
notice, demand, counterclaim, abatement, deduction or setoff, except as elsewhere provided herein, the initial sum of
One Hundred Twenty-Nine Thousand Six Hundred Sixty-Eight and 76/100 Dollars ($129,668.76) (subject to
adjustment based on the actual number of rentable square feet in the Premises and as otheswise hereinafter
provided); provided, that after determination of the total rentable square feet of the Premises pursuant to Section |
hereof, the annual Base Rent payable hereunder shall be adjusted to be an initial amount cqual fo the product of
(i) Eighteen and 54/100 Dollars ($18.54) times (if) the total number of rentable square feet in the Premises. Base
Rent shall be paid in advance in equal monthly installments in the initial amount of Ten Thousand Eight Hundred
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Five and 73/100 Dollars ($10,805.73) (subject to adjustment based on the actual number of rentable square feet in
the Premises and as otherwise provided herein) on the first day of each and every calendar month during the Lease
Term; provided, howaver, the Base Rent payable for the first complete month of the Lease Term shall be payable in
advance on the date of execution of this Lease; and, provided, further, that in the event the Lease Term commences
on a day other than the first day of a calendar month, then upon the Lease Term Commencement Date Tenant shall
pay to Landlord a pro rata portion of Base Rent for that portion of the calendar month remaining from the Lease
Term Commencement Date to the first day of the next following calendar month,

Each twelve (12) month period commencing on the Lease Term Commencement Date or any anniversary
thereof is referred to hercin as a “Lease Year”; provided, however, that if the Lease Term Commencement Date is
any day other than the first day of a month, then the Lease Years shall each be a twelve (12) month period
commencing on the first day of the following month and each anniversary thereof, and the first Lease Year shall
include the remainder of the month in which the Lease Term Commencement Date occurs. Base Rent payable for
each Lease Year after the first Lease Year shall increase to an amount equal to 103% of the Base Rent payable for
the immediately preceding Lease Year. %

s, ADDITIONAL RENTAL. In addition to the Base Rent as specified in this Lease, Tenant agrees
to pay to Landlord as additional rent (“Additional Rent") Tenant's proportionate share of the total Operating
Expenses (as hereinafter defined) for each calendar year during the Lease Term, Tenant’s proportionate share shall
be an amount which shall be a fraction, the numerator of which is the total rentable square feet of space within the
Premises and the denominator of which is the tota) rentable square feet of space included within the Building. If the
Lease Term includes only a portion of any calendar year, Tenant's obligation to pay Additional Rent for such
calendar year shall be prorated accordingly,

For the purposes of determining Additional Rent, “Operating Expenses” shall mean all of Landlord’s actual
costs and expenses of every kind and nature, paid or incurred for a particular calendar year or portion thereof, for or
in connection with owning, operating, maintaining, repairing, replacing and protecting the Building and the property
upon which the Building is located (collectively the “Property”) as more fully described specifically, but without
limitation, in Exhibjt B. Notwithstanding any other provision in the Lease, if the Building is not at least ninety-five

percent (95%) occupied during any calendar year during the Lease Term, an adjustment shall be made in computing -

the Operating Expenses for such year for all purposes under the Lease so that the Operating Expenses shall be
computed for such year as though the Building had been ninety-five percent (95%) occupied during such year,

Provided that no default by Tenant under this Lease has occurred and is continuing and that no event has
occurred and is continuing which with the giving of notice or passage of time, or both, would constitute a default by
Tenant under this Lease, Tenant, at its expense, shall have the right no more frequently than once per calendar year
following thirty (30) days prior written notice to Landlord, to audit Landlord’s books and records relating to
Operating Expenses at Landlord’s office during Landlord's normal office hours, Any such audit shall be performed
either personally by the Tenant or through an Independent certified public accounting firm or other firm not engaged
on a contingent fee basis, '

ltemized categories of Operating Expenses are more particularly, but without limitation, described in
Exhibit B attached hereto and incorporated herein, Tenant's proportionate share of Operating Expenses for the
remainder of the calendar year after the Lease Term Commencement Date and for each subsequent calendar year
shall be estimated by Landlord, and written notice thereof shall be given to Tenant not later than the first day of the
calendar year; provided, however, that Landlord's failure to deliver such estimate prior to such date shall not limit
Tenant’s obligation to pay its proportionate share of Operating Expenses hereunder, in which event Tenant shall
continue to pay its proportionate share of Operating Expenses hereunder based upon the most recent estimate of
Operating Expenses previously delivered by Landlord hereunder until Landlord subsequently delivers the revised
estimate for the then cument calendar year, Tenant agrees to pay Landlord each month, at the same time the Base
Rent is due, an amount equal to one-twelfth (1/12) of the estimated annual Additional Rent due,

If real estate taxes, or any portion of Operating Expenses including utility, Janitorial or other services
increase during a calendar year, Landlord may revise the estimated Additional Rent during such year.
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After the end of each calendar year, Landlord shall prepare and deliver to Tenant a statement showing
Tenant’s total amount of actual Additional Rent, Within thirty (30) days after receipt of the aforementioned
statement, Tenant agrees to pay Landlord, or if Tenant has overpaid, Landlord shall credit against the next
Additional Rent payment or payments due from Tenant, as the case may be, the difference between Tenant's actual
Additlonal Rent due for the preceding calendar year and the estimated Additional Rent paid by Tenant during such
year.

6. RENT PAYMENT. The Base Rent, Additional Rent and all payments under this Lease to be
made by Tenant to Landlord (collectively referred to hereinafter as the “Rent”) shall be made payable to, and mailed
or personally delivered to Landlord at the address designated in writing by Landlord. No payment by Tenant or
receipt by Landlord of a lesser amount than the entire payment due under this Lease shall be considered anything
other than a payment on account of the earliest Rent due,

If any Rent or other payment under this Lease is not paid when due, Landlord shall notify Tenant and
Tenant shall have five (5) days from the date of delivery of Landlord’s notice to deliver all Rent then due without
penalty; provided, however, that nothing contained herein shall be deemed to consent to Tenant's lats payment of
Rent, nor to limit Landlord's rights or remedies as a result of any late payment of Rent. Tenant shall be allowed not
more than once in any twelve (12) consecutive month period to cure a late payment of Rent without penalty as
provided above, If either (1) Tenant fails to cure timely by making the paryment, or (2) upon a second instance within
any twelve (12) consecutive month period that Tenant fails to pay rent by the fifth (5%) day of the month when due,
then all accrued but unpaid Rent then due shall bear interest until paid at a rate equal to the lesser of (i) twelve
percent (12%) simple interest per annum or (i) the highest rate permitted by applicable law; and in addition, the
Rent payment shall be subject to a four percent (4%) late service charge if not paid on or before the tenth (10th) day
of each month. However, this provision shall not relieve Tenant from any default.

If applicable, Tenant shall pay and be liable for all rental, sales and use taxes or other similar taxes, If any,
levied or imposed on Rent payments by any city, county, state or other govemmentel body having authority, such
paymenis to be in addition to all other payments required to be paid to Landlord by Tenant under the terms of this
Lease. Any such payment shall be paid concurrently with the payment of the Rent upon which such tax is based,

7. DELIVERY OF PREMISES.

(a) Landlord anticipates the Premises will be completed by the ostimated Leass Term
Commencement Date set forth in Section 2 of this Lease, but Tenant understands Landlord cannot
guarantee completion by that date. If the Lease Term Commencement Date is delayed by causes that are
beyond Landlord’s control, Tenant agrees that completion of the Premises and the Lease Term
Commencement Date will be extended accordingly, Landlord will not have to make, provide or compensate
Tenant for any accommodations or costs as a result of any delays, and any such delays will not permit
Tenant to cancel or amend this Lease, or diminish any of Tenant’s obligations under this Lease, Landlord
shall provide to Tenant not less than thirty (30) days advance notice of the estimated actual completion date
for the Premises.

(b) Tenant agrees that no representations, statements or warranties expressed or implied have
been made by or on behalf of Landlord with respect to the Premises or the completion thereof except as
contained in this Lease. Except for completion and the shell building and the work to be performed by
Landlord, if any, at Tenant's sole expense pursuant to the Work Letter Agreement attached hereto as
Exhibjt C, Tenant agrees that Landlord shall not be obligated to make any improvements or alterations to
the Premises prior to the Lease Term Commencement Date, Upon the Lease Term Commencement Date,
Tenant shall accept the Premises in its existing condition and state of repair, except for matters not
completed as required by the Work Letter Agreement which are disclosed to Landlord in writing within
thirty (30) days after Tenant takes possession of the Premises.

() By taking possession of the Premises, Tenant shall be deemed to have acknowledged that
Tenant’s Construction Work (as defined in Exhibit C) substantially conforms to the plans and specifications
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for such work, except for matters not completed as required by the Work Letter Agreement which are
disclosed to Landlord in writing within thirty (30) days after Tenant takes possession of the Premises,

(d) If Tenant’s Construction Work is performed by Landlord’s Contractor as determined by
the Work Letter Agreement attached as Exhibit C, Landlord shall cause the repair or replacement of any
defects in material or workmanship in Tenant’s Construction Work, if any, if Landlord receives written
notification of such defect from Tenant within the period of one (1) year after the Lease Term
Commencement Date. Tenant’s sole and exclusive remedy against Landlord shall be for the repair and
replacement of defects of material and workmanship as provided herein, and Landlord shall not be
responsible for any defect of any nature in Tenant’s Construction Work installed by Landlord of which
Landlord is not so notified within such one (1) year period. LANDLORD MAKES NO WARRANTIES,
EXPRESS OR IMPLIED, INCLUDING BUT NOT LIMITED TO IMPLIED WARRANTIES OF
HABITABILITY, SUITABILITY FOR COMMERCIAL PURPOSES, MERCHANTABILITY AND
FITNESS FOR A PARTICULAR PURPOSE, IN CONNECTION WITH TENANT'S
CONSTRUCTION WORK EXCEPT THE WARRANTIES EXPRESSLY SET FORTH IN THIS
SECTION 6. TENANT'S SOLE REMEDY FOR THE BREACH OF ANY APPLICABLE
WARRANTY SHALL BE THE REMEDY SET FORTH IN THIS SECTION 6(d). Tenant agrees that
no other remedy, including without limitation, incidental or consequential damages for lost profits, injury to
person or property, or any other incidental or consequential loss shall be available to Tenant,

(e) If, on the other hand, Tenant’s Construction Work is performed by Tenant’s Contractor as
determined by the Work Letter Agreement attached as Exhibit C, Tenant shall cause the repair or
replacement of any defects in material or workmanship in Tenant’s Construction Work, if any, within the
period of ane (1) year after the date of substantial completion of Tenant’s Construction Work. If Tenant's
Construction Work is performed by Tenant’s Contractor, Tenant agrees Landlord shall not be responsible
for any defect of any nature in Tenant's Construction Work. Upon Tenant’s occupancy of the Premises,
Tenant shall deliver to Landlord an assignment of construction warranties, in form and substance acceptable
to Landlord and duly executed and acknowledged by Tenant, which shall assign to Landlord all warranties
from Tenant’s contractors. If the consent of the contractors is required for the. effectiveness of such
assignment, Tenant shall secure such contractors’ written consent to the assignment of warranties.

® When the Lease Term Commencement Date has been determined, Tenant shall execute,
acknowledge and deliver to Landlord the written statement attached hereto as Exhfbit D specifying the
Lease Term Commencement Date.

® Prior to the Lease Term Commencement Date, Tenant shall not put any property in the
Premises or enter the Premises or interfere with the progress of construction or with workmen, and Tenant
shall not permit such entry or interference by others. Landlord will not be liable for any injury resulting
from Tenant’s breach of this paragraph. However, if Tenant shall occupy the Premises prior to the Lease
Term Cormencement Date with Landlord’s consent, but not open for business, such occupancy by Tenant
shall be deemed to be that of a tenant under all of the terms, covenants, and conditions of this Lease, except
that the obligation to pay Rent shall not be due and payable until the Lease Term Commencement Date,

(h) If a casualty occurs to the Premises and/or the Building prior to the Lease Term
Commencement Date that causes the Premises not to be fit for Tenant to conduct its business, Landlord
may, at Landlord’s option, efther cancel this Lease, in which event this Lease shail become void and of no
effect, or rebuild as soon as possible, in which event this Lease shall remain in full force and effect but
Tenant shall not be Hable for any Rent or payment of any cost until the earlier of the date Tenant occupies
the Premises and is able to conduct its business therein or the date on which a certificate of occupancy on
the interior improvements of the Premises Is issued by the appropriate governmental authority, However,
under no circumstances shall Tenant have any interest in any jnsurance proceeds atiributable to said
casualty. In the event of a casualty, if Landlord canmot obtain all utilities, permits and authorizations
necessary to reconstruct the Building and/or the interior improvements in accordance with the plans and
specifications therefor or complete reconstruction of the Building within a reasonable time, Landlord may
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terminate this Lease by delivering written notice thereof to Tenant, in which event Landlord and Tenant
shall have no further obligations or liabilities under this Lease. :

8, SECURITY DEPOSIT. Tenant shall deposit with Landlord on the date Tenant executes this
Lease, the sum of N/A and 00/100 Dollars ($__-0- ) (the “Security Deposit™), to be held by Landlord as
security for the performance-by Tenant of Tenant’s covenants and obligations under this Lease, it being expressly
understood that such Security Deposit shall not be considered an advance payment of rental or a measure of
Landlord*s damages in case of default by Tenant. Upon the occurrence of any default by Tenant, Landlord, without
prejudice to any other remedy, may (but shall not be required to) apply such Security Deposit against any arrearages
of Base Rent, Additional Rent or other amounts payable hereunder, or any other damage, injury, expense or liability
caused to Landlord by such default on the part of Tenant. Should all or any portion of the Security Deposit be used
for the purposes described above during the Lease Term, then Tenant shall remit to Landlord on the first of the
month following notice of such use the amount necessary to restore the Security Deposit to its original balance.
Tenant's failure to restore the Security Deposit upon notice of the Landlord shall be a material breach of this Lesse,
and shall constitute a default hereunder without further notice or cure period.

No interest shall be payable on the Security Deposit and no requirement shall be placed upon Landlord to
keep the Security Deposit separate from its general funds.

In the event of a sale of the Building or a leasing of all or substantially all of the Building, Landlord shall
have the right to transfer said Security Deposit to such purchaser, owner or lessee, and Landlord shall ‘thereupon be
released by Tenant from all liability for the retumn of such Security Deposit, for which Tenant agrees to look solely to
the new purchaser, owner or lessee for the return of said Security Deposit, Tenant further covenants that it will not
assign or encumber or attempt to assign or encumber the monies deposited herein as security and that neither
Landlord nor its successors or assigns shall be bound by any such assignment, encumbrance, attempted assignment
or attempted encumbrance,

If Tenant shall fully and faiihfully perform every provision of the Lease to be performed by it, the Security
Deposit or any balance thereof shall be returned to Tenent; provided, that Landlord shall not be obligated to retumn
said Security Deposit until Tenant has provided Landlord with its new address for delivery of such Security Deposit.

9. USE OF PREMISES, Tenant represents and warrants to Landlord that its business is to provide
services as a healthcare provider. Tenant shall use and occupy the Premises throughout the Lease Term solely for
the purpose of operating and maintaining a physician’s office for providing any direct and ancillary services related
to examining and treating patients, and for no other purpose whatsoever, Tenant will not uss the Premises or any
part thereof for any Precluded Diagnostic Imaging Services (as defined on Exhibit E heteto) or for any other use
prohibited or restricted in Exhibit E attached hereto. Tenant recognizes that these restrictions on the use of the
Premises are a material consideration for Landlord to enter into this Lease,

Tenant shall comply with all laws, ordinances, rules and regulations pertaining to the use and oceupation of
the Premises, Tenant shall also comply with any use restrictions or declarations of restrictive covenants affecting the
Premises which are of record in the real estate records in the county in which the Premises are located on the date
hereof or which are otherwise disclosed on Exhjbit E hereto. No use shall be made or permitied to be made of the
Premises, nor acts done, which will increase the existing rate of insurance upon the Building in which said Premises
may be located, or cause a cancellation of any insurance policy covering said Building. Tenant shall not commit, or
suffer to be committed, any waste upon said Premises or any public or private nuisance, or other act or thing which
may disturb the quiet enjoyment of any other tenant in the Building in which the Premises may be located,

10, ENVIRONMENTAL COMPLIANCE. Tenant warrants that it shall not cause or permit any
Hazardous Materials (as hereinafter defined) to be brought, kept or used in or about Premises by Tenant, its
subtenants, agents, employees, contractors, or invitees except in commercial quantities similar to those quantities
usually kept on similar premises by others in the same business or profession, Tenant shall cause all such materials
to be stored, used and disposed of in compliance with all applicable federal, state and local laws, including, without
limitation, laws goveming Hazardous Materials. If the presence of any Hazardous Materials on, in or under the
Premises caused or permitted by Tenant, its subtenants, agents, employees, contractors or invitees results in any
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contamination of the Premises, Tenant shall promptly take all actions, at its sole expense, as are necessary to return
the affected area to the condition existing prior to the introduction of any such Hazardous Materials, including,
without limitation, any investigation or monitoring of site conditions or any clean up, remediation, response,
removal, encapsulation, containment or restoration work required because of the presence of any such Hazardous
Materials on, in or under the Premises or any release or suspected release or threat of release of any such Hazardous
Materials in the air, soil, surface water or ground water, Without limitation of any other provisions herein, Tenant
agrees that it shall, at its sole cost and expense, (i) obtain and maintain in full force and effect all Environmental
Permits (as hereimafier defined) that may be required from time to time under any Environmental Laws (as
hereinafier defined) applicable to Tenant’s use and oceupancy of the Premises, and (i) be and remain in compliance
with all terms and conditions of all such Environmental Permits and with all Environmental Laws applicable to
Tenant or the Premises.

As used herein, the term “Environmental Permits” means, collectively, any and all permits, consents,
licenses, approvals and registrations-of any nature at any time required pursuant to, or in order to comply with, any
Environmental Law. “Hazardous Materials” as such term is nsed in this Lease means any hazardous or toxic
materials, substances or wastes, as now or hereaftor designated, regulated or listed pursuant to any Environmental
Law, including, without limitation, asbestos, petroleum, petroleum hydrocarbons and petroleum based products, ures
formaldehyde foam insulation, polychlorinated biphenyls and freon and other chlorofluorocarbons. As used herein,
the term “Environmental Law” means any past, present or future federal, state, local or foreign statutory or common
law, or any regulation, ordinance, code, plan, order, permit, grant, franchise, concession, restriotion or agreement
issued, entered, promulgated or approved thereunder, relating to (1) the environment, human health or safety,
including, without limitation, emissions, discharges, releases or threatened releases of Hazardous Materials into the
environment (including, without limitation, air, surface water, groundwater or land), or (2)the manufacture,
generation, refining, processing, distribution, use, sale, treatment, receipt, storage, disposal, transport, arranging for
transport, or handling of Hazardous Materials, including without limitation, the Clean Air Act, the Clean Water Act,
the Toxic Substances Control Act, the Comprehensive Environmental Response Compensation and Liability Act, the
Resource Conservation and Recovery Act, the Federal Insecticide, Fungicide, Rodenticide Act, the Safe Drinking
Water Act and the Occupational Safety and Health Act as such Acts have been or are hereafter amended from time to
time. Hazardous Materials shall also include Medical Waste (as hereinafter defined). As used herein, the term
“Medical Waste” shall mean and include those wastes which are generated in the diagnosis, treatment or
immunization of humans or related research, or in the preparation and administration of chemotherapy agents,
together with all such other wastes which are defined pursuant to any medical or biological waste regulations which
have been or may hereafter be promulgated by any governmental agency or authority with jurisdiction over the
Premises or the Tenant’s use thereof or business conducted therein, and as further set forth in any Laws now or
hereafter applicable to the Landlord, Tenant or the Prermises,

TENANT SHALL INDEMNIFY, DEFEND AND HOLD LANDLORD HARMLESS FOR, FROM
AND AGAINST ANY AND ALL CLAIMS, DEMANDS, LIABILITIES, LOSSES, COSTS AND EXPENSES,
INCLUDING, WITHOUT LIMITATION, CONSULTANT FEES, COURT COSTS AND REASONABLE
ATTORNEYS’ FEES, ARISING OUT OF TENANT’S BREACH OF THE FOREGOING ENVIRONMENTAL
COMPLIANCE WARRANTY, FURTHER, TENANT AGREES TO INDEMNIFY, DEFEND AND HOLD
LANDLORD HARMLESS FOR, FROM AND AGAINST ANY AND ALL CLAIMS, DEMANDS,
LIABILITIES, LOSSES, COSTS AND EXPENSES, INCLUDING, WITHOUT LIMITATION, CONSULTANT
FEES, COURT COSTS AND REASONABLE ATTORNEYS' FEES, ARISING FROM OR CAUSED IN
WHOLE OR IN PART, DIRECTLY OR INDIRECTLY, BY (I) ANY RELEASE OF HAZARDOUS
MATERIALS BY TENANT OR ANY TENANT PARTIES (AS HEREINAFTER DEFINED) ON THE
PREMISES OR IN THE BUILDING DURING THE LEASE TERM; OR (i) TENANT’S FAILURE TO
COMPLY WITH ANY ENVIRONMENTAL LAWS WITH RESPECT TO THE PREMISES OR THE
TENANT’S OPERATIONS THEREIN. FOR PURPOSES OF THE INDEMNITY PROVISIONS HEREOF
OR ANY OTHER INDEMNITY OBLIGATIONS OF TENANT HEREIN, ANY ACTS OR OMISSIONS OF
TENANT, OR BY TENANT'S AGENTS, REPRESENTATIVES, CONTRACTORS, SUBTENANTS,
ASSIGNS, INVITEES OR ANY OTHER OCCUPANT OF THE PREMISES (COLLECTIVELY, THE
“TENANT PARTIES”) WHETHER OR NOT THEY ARE NEGLIGENT, INTENTIONAL, WILLFUL OR
UNLAWFUL SHALL BE STRICTLY ATTRIBUTABLE TO TENANT. TENANT’S OBLIGATIONS
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PURSUANT TO THE FOREGOING WARRANTY AND INDEMNITY SHALL SURVIVE THE
EXPIRATION OR EARLIER TERMINATION OF THIS LEASE. : : '

Notwithstanding anything to the contrary herein, Tenant shall have no obligation to indemnify Landlord for any
claims, liabilities, losses and expenses arising out of any Hazardous Materials placed, stored or used in the Building by
Landlord or its agents, employees or contractors, g

11, UTILITIES, TELECOMMUNICATIONS, MAINTENANCE AND SERVICES. Landlord
agrees to furnish the Premises with heat and air conditioning, as a part of the Operating Expenses, during Normal
Hours of Operation, while Tenant is not in default under any of the provisions of this Lease, and subject to the
regulations of the Building wherein the Premises are situated. As a part of the Operating Expenses, Landlord shall
fumish elevator services, water and normal electric current for lighting, ordinary medical equipment and business
appliances, Landlord may impose a reasonable charge for any utilities and services, including without limitation, air
conditioning, electrical current, and water, provided by Landlord by reason of any substantial use of the Premises at
any time other than the Normal Hours of Operation for the Building, or for any use beyond that which Landlord
agrees herein to fumish such services and utilities or because of special electrical, cooling and ventilating needs
created by Tenant’s telephone equipment, computers and other equipment or uses, For purposes of this Lease, the
term “Normal Hours of Operation for the Building” shall mean 7:00 a.m. to 7:00 p,m. Mondays throygh Fridays, and
7:00 a.m. to 1:00 p.m. on Saturdays, exclusive of the normal business holidays of New Year’s Day, Memorial Day,
Independence Day, Labor Day, Thanksgiving Day and Christmas Day,

Landlord shall (i) maintain and repair the plumbing within the Premises, except where a repair to same is
needed as a result of Tenant’s, its employees’ or invitees’ negligence or misuse; (ii) be responsible for the removal of
Tenant’s trash, but said trash shall be placed by Tenant in its containers which shall be located within the Premises;
(iii) maintain in good order and repair and in a clean and orderly condition the roof] exterior walls and public areas
in the Building of which Premises are a part, together with any parking area owned or leased by Landlord which is
adjacent to the Building; (iv) provide five (5) days per week cleaning services to the Premises. Landlord shall not be
liable for failure to fumnish, or the stoppage or interruption of such services when such failure, or stoppage or
interruption of services Is cansed by conditions beyond the control of Landlord, or by accidents, repairs or strikes;
nor shall such failure, or stoppage or interruption of such services constitute an eviction of Tenant or allow an
abatement of Rent. Notwithstanding any of the provisions of this paragraph, Tenant shall be responsible for the
lawful removal and cost of removing medical, special or infectious wastes from the Premises.

In consultation and cooperation with Tenant, Landlord shall provide a central telecommunications cabling
distribution system for the Building which will be made available to a provider(s) of telecommunication services
(voice and data) for use by tenants of the Building. Tenant shall consult and coordinate with Landlord regarding any
other telecommunications service provider(s) desired by Tenant, subject to the approval of Landlord, which shall not
be unreasonably withheld. Landlord shall obtain and install such other telecommunications service provider
employing the Building’s central telecommunications cabling system at Tenant's sole cost and expense, Landlord
agrees that in no event shall the expenses incurred by Tenant with respect to telecommunications services provided
by Landlord’s selected provider be in excess of those which Tenant would have otherwise incurred had Tenant
obtained and installed such services for its own account. In no event shall Tenant (i) use or install in the Premises
any wireless communications equipment (other than the use of wireless telephones); or (ii) use or install any
telecommunications equipment (including wireless communications equipment, antennac, and/or satellite equipment)
or associated cabling and conduit in the Premises, the Building or on the roof or fagade of the Building except
through the Building's central telecommunications cabling distribution system without the prior written approval of
Landlord,

Landlord may, at its option and at the sole cost and expense of Tenant or from proceeds of Tenant's
insurance, repair or replace any damage done to the Building or any part thereof, ordinary wear and tear excepted,
caused by Tenant, Tenant’s agents, employees, licensees, invitees or visitors; Tenant shall pay the actual cost thereof’
plus a ten percent (10%) administrative fee to Landlord within thirty (30) days after receipt of reasonable
documentation of actual costs. Tenant further agrees to maintain and keep the interior of the Premises in good repair
and condition at Tenant's expense, Tenant agrees at the expiration or earlier termination of this Lease, by lapse of
time or otherwise, to deliver up the Premises to Landlord in as good condition as it existed on the date of possession
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by Tenant, ordinary wear and tear alone excepted, and Landlord shall have the right to re-enter and resume
possession of the Premises whether or not the Premises are vacated by Tenant.

12. ALTERATION OF PREMISES, Tenant shall maintain the Premises in good condition and shalil
not alter, repair or change the Premises without the prior written consent of the Landlord, which consent shall not be
unreasonably withheld; provided, that in no event shall Tenant make any changes to the Premises, which would
affect any system or installation of the Building or which would be visible from the exterior of the Building. Any
alterations to the Premises shall be constructed and installed only by Landlord and its contractors.

13, INSURANCE. Landlord agrees, as an Operating Expense, to maintain in full force and effect
throughout the entire term of this Lease general fire and extended coverage insurance including vandalism and
commercial goneral liability insurance. To the extent Landlord also maintains any insurance in any way connected
with the Premises, Landlord’s insurance shali be excess coverage and Tenant’s insurance shall be primary coverage.

Tenant agrees o maintain and keep in force during the term hereof, without expense to Landlord, with an
insurance company with general policy holder's rating of not less than A and a financial rating of not less than Class
X a3 rated in the most cument Best’s Insurance Reports and qualified to do business in the state in which the
Premises are located or other company acceptable to Landlord, commercial general liability insurance, in the name
of Tenant and naming Landlord as an additional insured, against any liability for injury to or death of persons
resulting from any occurrence in or about the Premises and for damage to property in such amounts as may from
time to time be customary with respect to similar properties in the same area, but in any event not less than One
Million and No/100 Dollars ($1,000,000.00) for each occurrence and, in case of property damage, not less than Five
Hundred Thousand and No/100 Dollars ($500,000,00) for any one occurrence, All such policies shall provide that
they shall not be canceled nor coverage reduced by the insurer without first giving at least thirty (30) days’ prior
written notice to Landlord.

To the extent of any and all insurance maintained by either Landlord or Tenant in any way connected with
the Premises, Landlord and Tenant hereby waive on behalf of their respective insurance carrier any right of
subrogation that may exist or arise as against the other party to this Lease,

14. INDEMNIFICATION OF LANDLORD. Tenant, as a material part of the consideration to be
rendered to Landlord under this Lease, hereby waives all claims against Landlord for damages to goods, wares,
merchandise and property in and about said Premises and for injuries to persons in or about said Premises or the
property of which the Premises are a part, from any cause beyond Landlord’s control. Tenant shall indemnify,
protect, defend and hold Landlord harmless from and against any and all claims, liabilities, losses, damages,
Judgments and suits arising from Tenant’s use, occupancy or enjoyment of the Premises and its facilities or the
conduct of Tenant’s business or from any activity, work or things done, permitted or suffered by Tenant or any
Tenant Parties in or about the Premises and Tenant shall pay Landlord’s reasonable attorneys’ fees and litigation
costs in connection therewith, Tenant agrees to pay for all damages to the Building, as well as all damage to the
tenants of occupants thereof caused by the Tenant's negligence, misuse, or neglect of said Premises or
appurtenances. Notwithstanding anything to the contrary herein, Tenant shall not be obligated to indemnify, protect,
defend and hold Landlord harmless from and against any claims, liabilities, losses, damages, judgments and suits
arising from the willful misconduct of Landlord or its agents, employees or contractors,

15. MECHANIC’S LIENS. Tenant shall not suffer or permit any mechanic’s liens or materialman’s
liens to be filed against the real property of which the Premises form a part nor against the Tenant's leasehold
interest in the Premises without providing adequate security to Landlord or a bond for the lien not later than five )
business days after any such lien has been filed.

16. ABANDONMENT OF PREMISES, Tenant shall not vacate or abandon the Premises for a
period greater than sixty (60) days st any time during the Lease Term and if Tenant shall abandon, vacate or
surrender the Premises, or be dispossessed by process of law, or otherwise, any personal property belonging to the
Tenant and left on the Premises shall be deemed abandoned, at the option of the Landlord,
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17. LANDLORD’S RIGHT OF ENTRY. Landlord or its agents shall have the right to enter the
Premises at reasonable times in order to examine it, to show it to prospective tenants, lenders, ground lessors, and
purchasers, or to make such decorations, repairs, alterations, improvements or additions as Landlord shall desm
necessary or desirable. Landlord will give Tenant reasonable notice of its requirements, and will be responsible for
conducting such work so as not to unreasonably impair Tenant's use and enjoyment of the Premises,

18. DESTRUCTION OF PREMISES, EMINENT DOMAIN.

(a) In the event of a complete or partial destruction of the Premises during the term of this
Lease from any cause, Landlord shall forthwith repair the same, provided such repair can be made within
one hundred twenty (120) days under laws and regulations, and in such event Rent will be abated until the
damage is repaired, in proportion to the part of the Premises which is so rendered untenantable, unless such
damage was caused by the negligence or willful misconduct of Tenant, or the agents, employees or invitees
of Tenant. If such repairs cannot be made within one hundred twenty (120) days, Landtord shall have the
right to terminate this Lease, In addition to the above, in the event that the Building is destroyed to the
extent of greater than sixty percent (60%) of the replacement cost thereof, Landlord may elect to terminate
this Lease, whether or not the Premises are insured, by written notice to Tenant, A total destruction of the
Building in which the said Premises are situated shall automatically terminate this Lease. Notwithstanding
the foregoing, if any portion of the Premises or the Building shall be damaged by fire or other casualty
resulting from the negligence or willful misconduct of Tenant, or the agents, employees, licensees or
invitees of Tenant, such damage shall be repaired by and at the expense of Tenant under the direction and
supervision of Landlord, and Rent shall continue without abatement,

(b) If any action or proceeding is commenced for the condemnation of the Building or any
portion thereof, or if Landlord is advised in writing by any government (federal, state or local) agency or
department or bureau thereof, or any entity or body having the right or power of condemnation, of its
intention to condemn all or any portion of the Building at the time thereof, Landlord may, without any
obligation or liability to Tenant, and without affecting the validity and existence of this Lease other than as
hereafter expressly provided, agree to sell and/or convey to the condemnor, Tenant shall have no claim
against Landlord nor be entitled to any part or portion of the amount that may be paid or awarded as a result
of the sale, for the reasons as aforesaid, or condemnation of the Building or any part or portion thereof,
Tenant shall be entitled to seek to recover as against the condemnor, and Landlord shall have no claim for
or thersto, for Tenant's trade fixtures and any removable structures and improvements erected and made by
Tenant to or upon the Premises which Tenant is entitled to remove at the expiration of this Lease, If only a
part of the Building is condemned and taken and the Premises or the remaining portion thereof is not
suitable for purposes for which Tenant has leased said Premises, as determined In Tenant's reasonable
discretion, either Landlord or Tenant shall have the option to terminate this Lease at the time of such taking.
If by such condemnation and taking only a part of the Bullding is taken, and the Premises or the remaining
part thereof is suitable for the purposes for which Tenant has leased said Premises, as determined in
Tenant’s reasonable discretion, this Lease shall continue, but the rental shall be reduced in an amount
proportionate to the percentage that the floor area of that portion of the Premises taken by eminent domain,
ifany, bears to the floor area of the entire Premises,

19, BANKRUPTCY. If a general assignment is made by Tenant (or any guarantor of Tenant's
obligations under this Lease) for the benefit of creditors, or any action is taken by or against Tenant (or any
guarantor of Tenant’s obligations under this Lease) under any insolvency or bankruptcy act, or if a receiver Is
appointed to take possession of all or substantially all of the assets of Tenant (or any guarantor of Tenant's
obligations under this Lease) (and Tenant or any such guarantor fails to terminate such receivership within sixty (60)
days after such appointment), or if Tenant (or any guarantor of Tenant’s obligations under this Lease) is adjudicated
bankrupt, or if Tenant (or any guarantor of Tenant's obligations under this Lease) admits in writing that it cannot
meet its obligations as they become due, or if Tenant (or any guarantor of Tenant’s obligations under this Leaso) is
declared insolvent according to any law, or the interest of Tenant under this Lease is levied on under execution or
other legal process, then Tenant shall be in default under this Lease and Landlord shall be entitled to all remedies
available under Section 19,
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20. DEFAULT BY TENANT. If Tenant fails to (i) perform or observe any covenant (other than the
covenant to pay Rent or any other sums due hereunder) to be performed by Tenant under this Lease and continues to
fail to perform or observe same for a period of fifteen (15) days after receipt of written notice from Landlord
pertaining thereto (or a reasonable period of time (but in any event not to exceed thirty (30) days), using due
diligence, if such default cannot be cured within said fifteen (15) day period, so long as Tenant commences to cure
such default within such fifteen (15) day period and thereafter diligently pursues such cure to completion), or (i) pay
any Rent or other sum due hereunder within five (5) days after the date such payment is due; then Tenant shall be
deemed to be in default of this Lease and Landlord, at its option, may exercise any one or more of the following
remedies, in addition to all other rights or remedies it may have at law or in equity:

(a) Termination of Lease. Landlord may terminate this Lease by giving Tenant written notice
thereof, in which event Tenant shall pay to Landlord the sum of (i) all Rent accrued hereunder through the
date of termination; (if) all amounts due under Section 19(e) or any other provision of this Lease: and
(iii) an amount equal to (A) the total Rent that Tenant would have been required to pay forthe remainder of
the Lease Tenn discounted to present value at a per annum rate equal to the Prime Rate (as used herein,
“Prime Rate” shall be the per annum interest rate publicly anrounced by a federally insured bank selected
by Landlord in the state in which the Premises is located as such bank’s prime, base or general reference
rate of interest), :

(b) Termination of Possession. Landlord may terminate Tenant's right to possess the
Premises without terminating this Lease by giving written notice thereof to Tenant, in which event Tenant
shall pay to Landlord: (i) all Rent acérued hereunder to the date of tenmination of possession; (ii) all
amounts due from time to time under Section 19(e) or any other provision of this Lease; and (iii) all Rent
and other sums required hereunder to be paid by Temant during the remainder of the Lease Term,
diminished by any net sums thereafter received by Landlord through reletting the Premises during such
period, after deducting all costs incurred by Landlord in reletting the Premises, If Landlord elects to
proceed under this Section 19(b), Landlord may remove all of Tendnt's property from the Premises and
store the same in a public warehouse or elsewhere at the cost of, and for the account of, Tenant, without
becoming liable for any loss or damage which may be occasioned thereby. If Landlord elects to proceed.
under this Section 19(b), Landlord shall use commercially reasonable efforts to relet the Premises on such
terms as Landlord in its reasonable discretion may determine (including, without limitation, a term different
from the Lease Term, rental concessions, and alterations 1o, and improvements of, the Premises); however,
Landlord shall not be obligated to expend funds in connection with reletting the Premises, nor to relet the
Premises before leasing other portions of the Building, and Landlord shall not be obligated to accept any
prospective tenant proposed by Tenant unless such proposed tenant meets all of Landlord’s leasing and
credit criteria. Landlord shall not be liable for, nor shall Tenant’s obligations hereunder be diminished
because of, Landlord's failure to relet the Premises or to collect rent due for such reletting. Tenant shall not
be entitled to the excess of any consideration obtained by reletting over the Rent due hereunder. Reentry by
landlord in the Premises shall not affect Tenant’s obligations hereunder for the unexpired Lease Term;
rather, Landlord may, from time to time, bring an action against Tenant to collect amounts due by Tenant,
without the necessity of Landlord’s waiting until the expiration of the Lease Term. Unless Landlord
delivers written notice to Tenant expressly stating that it has elected to terminate this Lease, all actions
taken by Landlord to dispossess or exclude Tenant from the Premises shall. be deemed to be taken under
this Section 19(b). If Landlord elects to proceed under this Section 19(b), it may at any time elect to
terminate this Lease under Section 19(a).

©) Perform Acts on Behalf of Tenant. Landlord may, but shall not be obligated to, perform

any act Tenant is obligated to perform under the temms of this Lease (and enter upon the Premises in
connection therewith if necessary) in Tenant’s name and on Tenant’s behalf, without being liable for any
claim for damages therefor, and Tenant shall reimburse Landlord on demand for any reasonable expenses
which Landlord may incur in thus effecting compliance with Tenant's obligations under this Lease
(including, but not limited to, collection costs and legal expenses), plus interest thereon at the Default Rate.

(d) Alteration of Locks. Additionally, with or without notice, and to the extent permitted by
1aw, Landlord may alter locks or other security devices at the Premises to deprive Tenant of access thereto,
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(e) Payment by Tenant. Upon any default; Tenant shall pay to Landlord all reasonable costs
incurred by Landlord (including, without limitation, court costs and reasonable attorneys' fees and
expenses) in: (i) obtaining possession of the Premises; (il) removing and storing Tenant's or any other
occupant’s property; (iii) repairing, restoring, altering, remodeling or otherwise putting the Premises into
condition acceptable to a new tenant; (iv) reletting all or any part of the Premises (including brokerage
commissions, cost of tenant improvements work, and other costs incidental to such reletting);
(v) performing Tenant's obligations which Tenant failed to perform; and (vi) enforcing or advising
Landlord of its rights, remedies and recourses arising out of the default.

(f) No_Waiver. Landlord’s acceptance of Rent following a default shall not waive
Landlord’s rights regarding such default. No waiver by Landlord of any violation or breach of any of the
terms contained herein shall waive Landlord’s rights regarding any future violation of such term.
Landlord’s acceptance of any partial payment of Rent shall not waive Landlord’s rights with regard to the
remaining portion of the Rent that is due, regardless of any endorsement or other statement on any
instrument delivered in payment of Rent or any writing delivered in connection therewith; accordingly,
Landlord’s acceptance of a partial payment of Rent shall not constitute an accord and satisfaction of the full
amount of the Rent that is due,

(8 Cumnulative Remedies. Any and all remedies set forth In this Lease: (i) shall be in
addition to any and all other remedies Landlord may have at law or in equity; (ii) shall be cumulative; and
(ii) may be pursued successively or concurrently as Landlord may elect. The exercise of any remedy by
Landlord shall not be deemed an election of remedies or preclude Landlord from exercising any other
remedies in the future. .

21. DEFAULT BY LANDLORD. Exceptas otherwise provided in this Lease, Landlord shail be in
default under this Lease if Landlord fails to perform any of its obligations hereunder and said failure continues for a
period of thirty (30) days after receipt of written notice thereof from Tenant to Landlord (unless such failure cannot
reasonably be cured within thirty (30) days and Landlord shall have commenced to cure said failure within said thirty
(30) days and continues diligently to pursue the curing of the same). If Landlord shall be in default under this Lease
and, as a consequence of such default Tenant shall recover a money judgment against Landlord, such judgment shall
be satisfied only out of the right, title and interest of Landlord in the Building as the same may then be encumbered
and Landlord shall not be liable for any deficiency. In no event shall Tenant have the right to levy execution against
any property of Landlord other than its interest in the Building or to terminate this Lease as a result of a default by
Landlord.

22, RULES AND REGULATIONS. The Tenant shall comply with all reasonable rules and
regulations now or hereinafter adopted by the Landlord during the existence of this Leass., Current rules and
regulations governing Tenant’s conduct in the Building are attached hereto as Exhibit F. Landlord may, from time
to time, change such rules and regulations as it deems appropriate. ‘

23. NOTICE. All notices or consents required or permitted under this Lease shall be given in writing
and delivered in person or by United States mail, by certified or registered mail, return receipt requested, in which
case it shall be deemed delivered two (2) days after deposit in the U.S. mail, Notice to the Landlord and Tenant shall
be delivered or sent to the addresses set forth below:

Landlord's address;

Sports Docs, LLC

1430 West Baddour Parkway
Suite A

Lebanon, TN 37087-2514

11
N DLEWIS 621875 v1
2826075-000009 5/30/2007



with a copy to:

Baker Donelson Bearman Caldwell & Berkowitz, P.C.
211 Commerce Street )

Suite 1000

Nashville, TN 37201

Attn: John A. Gupton 111

Tenant's address prior to Commencement Date;

¢/o 1430 West Baddour Parkway
Suite A
Lebanon, TN 37087-2514

Tenant's address subsequent to Commencement Date:

Tenn SM, LLC
ToB n Suite 100

Mt Juliet, TN 37122

24, ASSIGNMENT AND SUBLETTING. Tenant shall not assign this Lease or sublease all or any
part of the Premises, by operation of law or otherwiss, nor shall Tenant grant a license or enter into an agreement of
possession with or without consideration without the prior written consent of Landlord.

25, RELOCATION, Landlord may, at Landlord’s expense, relocate Tenant within the Building, to
space which is comparable in size, utility and condition to the Premises. If Landlord relocates Tenant, Landlord
shall reimburse Tenant for Tenant's reasonable out-of-pocket expenses for moving Tenant’s furniture, equipment,
and supplies from the Premises to the relocation space and for reprinting Tenant's stationery of the same quality and
Quantity as Tenant’s stationery supply on hand immediately before Landlord’s notice to Tenant of the exercise of this
relocation right; provided, that in no event shall Landlord be obligated to reimburse Tenant for any such expense in
excess of Two Thousand Five Hundred and No/100 Dollars ($2,500,00). Upon such relocation, the relocation space
shall be deemed to be the Premises and the terms of this Lease shall remain in full force and shall apply to the
relocation space. No amendment or other jnstrument shall be necessary to effectuate the relocation contemplated by
this Section; however, if requested by Landlord, Tenant shall execute an appropriate amendment document within
ten (10) business days after Landlord’s written request therefor. If Tenant fails to execute such relocation
amendment within such time period, or if Tenant fails to relocate within the time period stated in Landlord's
relocation notice to Tenant (o, if such relocation space is not available on the date specified in Landlord’s relocation
notice, as soon thereafter as the relocation space becomes available and is tendered to Tenant), then Landlord may
terminate this Lease by notifying Tenant in writing thereof at least sixty (60) days prior to the termination date
contained in Landlord’s termination notice. Time is of the essence with respect to Tenant’s obligations under this
Section,

26. ATTORNEYS® FEES. In the event of any legal or equitable action arising out of this Lease, the
prevailing party shall be entitled to recover all fees, costs and expenses, together with reasonable attorneys® fees
incurred in connection with such action.

27, GOVERNING LAW. This Lease shall be governed by the laws of the State of Tennessee,

28, BROKERS, Tenant represents and warrants to Landlord that Tenant has had no dealings with any
real estate broker or agent in connection with the negotiation of this Lease, and that Tenant knows of no other real
estate broker or agent who is or might be entitled to a commission in connection with this Lease. Tenant hercby
agrees t0 indemnify the Landlord for any breach of the warranty given by Tenant in this Section,
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29, SUBORDINATION AND ATTORNMENT. This Lease is subject and subordinate to any lease
wherein Landlord is lessee (including, without limitation, any ground lease) and to any mortgages or deeds of trust
which may now or hereafter be placed upon or affect the property or Building of which the Premises are a part
(individually referred to as a “Mortgage™), and to all renewals, modifications, consolidations, replacements and
extensions thereof. In furtherance of such subordination, Tenant shall execute any document that Landlord or
Landlord’s lender or ground lessor, if any, may reasonably request.

In the event of the sale or assignment of Landlord’s interest in the Premises, Tenant shall attorn to and
recognize such purchaser or assignee as Landlord under this Lease. In furtherance of such attomment, Tenant shall
exccute any document that Landlord or such purchaser or assignee may reasonably request,

Tenant agrees that, notwithstanding any provision hereof to the contrary, the terms of any Mortgage or
security instrument shall govern with respect to the disposition of any insurance proceeds or eminent domain awards,
and any obligations of Landlord to restore the Building in which the Premises are situated, insofar as they may apply
to such mortgagee, shall be limited to insurance proceeds or eminent domain awards received by such morigagee
after the deduction of all costs and expenses incurred in obtaining such proceeds or awards,

Upon notification by Landlord of the name and address of any such mortgagee, Tenant hereby agrees to
give to such mortgagee copies of all notices of Landlord defauli(s) under this Lease in the same manner as, and
whenever, Tenant shall give any such notice of default to Landlord, and no such notice of default shall be deemed
given to Landlord unless and untll a copy of such notice shall have been so delivered to such mortgagee. The
morigages shall have the right to remedy any Landlord default under this Lease, or to cause any default of Landlord
under this Lease to be remedied, and for such purpose Tenant hereby grants the mortgagee such additional period of
time as may be reasonable to enable mortgagee to remedy, or cause to be remedied, any such default in addition to
the period given to Landlord for remedying, or causing to be remedied, any such default. Tenant shall accept
performance by the mortgagee of any term, covenant, condition or agreement to.be performed by Landlord under this
Lease with the same force and effect as though performed by Landlord, No Landlord default under this Lease shall
exist or shall be deemed to exist (i) as long as such morigagee, in good faith, shall have commenced to cure such
default within the above-referenced time period and shall be prosecuting the same to completion with reasonable
diligence, subject to force majeure, or (1) if possession of the Premises is required in order to cure such default, or if
such default is not susceptible of being cured by such mortgagee, as long as such mortgages, in good faith, shall have
notified Tenant that it intends to institute proceedings under its Morigage or security documents, and, thereafter, as
long as such proceedings shall have been instituted and shall be prosecuted with reasonable diligence. In the event
of the termination of this Lease by reason of any default thereunder by Landlord, upon the mortgagee’s written
request, given within thirty (30) days after any such termination, Tenant, within fifteen (15) days after receipt of such
request, shall execute and deliver to such mortgagee or its designee or nominee a new lease of the Premises for the
remainder of the term of this Lease upon all of the terms, covenants and conditions of this Leass,

Further, without limiting the foregoing and without the necessity of any additional documentation (unless
Landlord or any mortgagee requests reaffirmation of the following by separate agreement which Tenant agrees to
execute), for the benefit of each such mortgagee, Tenant agrees that, in the event that any such mortgagee succeeds
to the interest of Landlord under this Lease, such mortgagee shall not; (A) be liable for any act or omission of
Landlord or any prior landlord under this Lease; or (B) be subject to any defense, set-offs, counter-claims or offsets
which Tenant may have against any prior landlord (including Landlord); or (C) be bound by any payment of Rent,
which Tenant may have paid for more than one (1) month in advance of the due date hereunder to any prior landlord
hereunder (including Landlord); or (D) be bound by any obligation to make any payment to Tenant which was
required to be made prior to the time such mortgagee succeeds to Landlord’s interest; or (E) be accountable for any
monies deposited with any prior landlord (including Landlord) (including security deposits), except to the extent
same are actually received by said mortgagee; or (F) be bound by any surrender, termination, amendment,
restatement or modification of this Lease made without the consent of said morigagee; or (G) otherwise have any
liability, duty or obligation whatsoever under this Lease, or under any extension or renewal hereof, either by virtue of
any assignment of leases or rents granted by Landlord to said mortgagee or the subsequent collection of rents
thereunder, until said mortgagee, or its designee or nominge becomes the fee owner of the Property, and then only
for such periods during which such mortgagee or its designee or nominee actually owns the Property.
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30. ESTOPPEL CERTIFICATES. Tenant shall, upon not less than ten (10) days prior request by
Landlord or any mortgagee of Landlord, execute, acknowledge and deliver to Landlord or such mortgagee, as the
case may be, a statement in writing certifying that this Lease is unmodified and in full force and effect (or if there
have been modifications, that the same is in full force and effect as modified and stating the modifications); that
Landlord is not in default and has fully performed its obligations hereunder; the dates to which the rent and any other
charges have been paid in advance; and such other matters as Landlord may reasonably request.

31. QUIET ENJOYMENT. Landlord warrants that Tenant shall have quiet enjoyment of the
Premises free from any eviction or Interference by Landlord if Tenant pays the Rent and other charges provided
herein, and otherwise fully and punctually performs the terms and conditions imposed on Tenant,

32, SIGNS. Except as described in Exhibi¢ G, Tenant shall not display any other signs or identifying
mark on the Building or the property on which the Building is located, without prior written approval of Landlord,
All signs and lettering shall conform in all respects to the sign and/or lettering standards established by Landlord,
Landlord shall provide and install, at Tenant’s cost, all letters, numerals or Tenant suite plaques at doors to the
Premises. Landlord shall also include Tenant’s name on the Building directory, Any changes requested by Tenant
to suite plaque or the Building directory shall be at Tenant’s cost.

33, HOLDING OVER. In the event Tenant or any of its subtenants or assignee retains possession of
the Premises afier the expiration or earlier termination of this Lease without Landlord’s consent, such possession
shall be an uniawful detainer, and no tenancy or interest shall result from such possession, An unauthorized holding
over shall be subject to immediate eviction and removal, and Landlord, in addition to all other remedies available to
it hereunder shall have the right to receive as liguidated damages for all the time Tenant shall so retain possession of
the Premises or any part thereof, an amount equal to twice the Base Rent specified in this Lease, as applied to such
period, together with Additional Rent and all other payments required hereunder, provided that Tenant shall
nonetheless be a tenant at sufferance,

34, LANDLORD’S EXPENSES. In addition to other provisions herein, Tenant agrees and shall pay
and/or reimburse Landlord’s reasonable costs and expenses, including legal fees, incumed or resulting from and
relating to requests by Teriant for approval or consent under this Lease of any subletting or assignment. Such
expenses and fees shall be paid by Tenant within thirty (30) days of the submission of a statement for the same,

35. CONDITIONS PRECEDENT. The parties hereby acknowledge that Landlord's obligations
under this Lease are conditioned on Landlord or the doveloper of the Building securing all necessary zoning,
building and other regulatory permits and approvals for the construction of the Building and the use thereof for
medical office purposes. Consequently, in the event Landlord or the developer of the Building has not obtained such
zoning, building and other regulatory permits or approvals by November 1, 2004, then in such event, Landlord may
terminate this Lease by delivering written notice thereof to Tenant, in which event Landlord and Tenant shall have
no further obligations or liabilities under this Lease.

36.  FINANCIAL STATEMENTS. Within fifteen (15) days after Landlord’s request, Tenant will
furnish Tenant's most recent audited financial statements (including any notes to them) to Landlord, or, if no such
audited statements have been prepared, such other financial statements (and notes to them) as may have been
prepared by an independent certified public accountant or, failing those, Tenant’s internally prepared financial
statements certified to be true and correct by the Tenant’s Chief Financial Officer. If Tenant is a publicly traded
corporation, Tenant may satisfy its obligations hereunder by providing to Landlord Tenant’s most recent annual and
quarterly reports. Tenant will discuss its financial statements with Landlord and, following the occurrence of a
default hereunder, will give Landlord access to Tenant's books and records in order to enable Landlord to verify the
financial statements. Tenant shall not be required to deliver the financial statements required under this Section 35
more than once in any twelve (12) month period unless requested by Landlord’s Mortgagee or a prospective buyer or
lender with respect to the Building or if a default occurs,

I GENERAL PROVISIONS. (i) The waiver by Landlord of any breach of any term, covenant, or
condition herein contained shall not be deemed to be a waiver of any subsequent breach of the same or any other
term, covenant or condition contained herein, The acceptance of Rent hereunder shall not be construed to be a
waiver of any breach by Tenant of any term, condition or covenant of this Lease; (ji) It is understood and agreed that
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the remedies herein given to Landlord shall be cumulative, and the exercise of any one remedy of Landlord shall not
be to the exclusion of any other remedy herein or to the exclusion of eny other remedy available to Landlord at law
or in equity; (iii) Subject to the provisions as to assignment, the covenants and conditions herein contained shall
apply to and bind the heirs, successors, executors, administrators and assigns of all of the parties hereto; (iv) Time is
of the essence of this Lease; (v) Landlord has made no representations or promises whatsoever with respect to the
Premises, except those contained herein, and no other person, firm or corporation has at any time had any authority
from Landlord to make any representations or promises on behalf of Landlord; (vi) The captions of paragraphs of
this Lease are for convenience only, and do not in any way limit or amplify the terms and provisions of this Lease;
and (vii) If any term, covenant, condition or provision of this Lease is held by a court competent of jurisdiction to be
invalid, void or unenforceable, the remainder of the provisions shall remain in full force and effect and shall in no
way be affected, impaired or invalidated,

38, WAIVER OF TRIAL BY JURY. LANDLORD AND TENANT HEREBY KNOWINGLY,
VOLUNTARILY AND INTENTIONALLY WAIVE THE RIGHT EITHER MAY HAVE TO A TRIAL BY JURY
WITH RESPECT TO ANY LITIGATION BASED HEREON, OR ARISING OUT OF, UNDER OR IN
CONNECTION WITH THIS LEASE OR THE OBLIGATIONS EVIDENCED HEREBY, OR ANY OTHER
DOCUMENT OR INSTRUMENT CONTEMPLATED TO BE EXECUTED IN CONJUNCTION HEREWITH,
OR ANY COURSE OF CONDUCT, COURSE OF DEALING, STATEMENTS (WHETHER VERBAL OR
WRITTEN) OR ACTIONS OF ANY PARTY. THIS PROVISION IS A MATERIAL INDUCEMENT TO EACH
OF LANDLORD AND TENANT IN ENTERING INTO THIS LEASE.

39. CONFIDENTIALITY. Landlord and Tenant acknowledge that the terms and conditions of this
Lease are to remain confidential, and may niot be disclosed to anyone, by any manner ar means, dircctly or indircctly,
other than to each party’s respective attorneys, accountants or lenders, without the other party's prior written consent
or as and to the extent required by applicable law or court order. Consent by either party to any disclosures shall not
be deemed to be a waiver on the part of such party of any prohibition against any future disclosure,

40, LANDLORD TRANSFER. Landlord may transfer any portion of the Building and any of its
rights under this Lease, If Landlord assigns its rights under this Lease, then Landlord shall thereby be released from

any further obligations hereunder arising after the date of transfer.

41, LANDLORD'S LIABILITY, The liability of Landlord (and its partners, shareholders or
members) to Tenant (or any person or entity claiming by, through or under Tenant) for any default by Landlord
under the terms of this Lease or any matter relating to or arising out of the ocoupancy or use of the Premises and/or
other areas of the Building shall be limited to Tenant’s actual direct, but not consequential, damages therefor and
shall be recoverable only from the interest of Landlord in the Building, and Landlord (and its partners, shareholders
or members) shall not be personally liable for any deficiency. Additionally, to the extent allowed by law, Tenant
hereby waives any statutory lien it may have against Landlord or its assets, including without Iimitation, the

Building.

42, LANDLORD'S LIEN. In addition to any constitutional or statutory landlord's lien now in effect
or hereafter enacted, Tenant grants to Landlord, to secure performance of Tenant's obligations hereunder, a security
interest in all of Tenant's property situated in or upon, or used In connection with, the Premises or the Building, and
all proceeds thereof (collectively, the “Collateral), and the Collateral shall not be removed from the Premises or the
Building without the prior written consent of Landlord until all obligations of Tenant under this Lease have been
fully performed. Such personalty thus encurabered includes specifically all trade and other fixtures for the purpose
of this Section 41 and Inventory, equipment, contract rights, accounts receivable and the proceeds thereof. Upon the
occurrence of a default, Landlord may, in addition to all other remedies, without notice or demand except as
provided below, exercise the rights afforded to a secured party under the Uniform Commercial Code of the state in
which the Premises are located (the “UCC™). To the extent the UCC requires Landlord to give to Tenant notice of
any act or event and such notice cannot be validly waived before a default occurs, then five (5) days’ prior written
notice thereof shall be reasonable notice of the act or event. In order to perfect such security interest, Landlord may
file any financing statement or other instrument necessary at Tenant’s expense at the state and county Uniform
Commercial Code filing offices. Tenant grants to Landlord a power of attomey fo execute and file any financing
statement or other instrument necessary to perfect Landlord’s security interest under this Section 41, which power is

IS
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coupled with an interest and is irrevocable during the Lease Term. Landlord may also file a copy of this Lease as a
financing statement to perfect its security interest in the Collateral, Within ten (10) days following written request
therefor, Tenant shall execute financing statements to be filed of record to perfect Landlord’s security interest in the
Collateral. The Landlord’s lien and the security interest granted hereunder shall survive the expiration or earlier
termination of this Lease, until all obligations of Tenant have been fully performed.

43, REFUSAL SPACE, Landlord and Tenant acknowledge that there is currently approximately
2,800 square feet of office space on the first floor of the Building (hereinafter the “Refusal Space™). Landlord
acknowledges that Tenant may wish to expand the Premises and lease a portion or portions of the Refusal Space,
Tenant, however, acknowledges that Landlord must be in a position to lease the Refusal Space to other tenants, In
order to accommodate Tenant's desires regarding the Refusal Space and Landlord’s requirement for future leasing of
the Refusal Space, Landlord shall grant to Tenant the right of refusal to lease the Refusal Space during the Extended
Term in accordance with the terms and conditions contained herein. In the event Landlord obtains a written offer
from & prospective tenant to lease all or any portion of the Refusal Space and Landlord desires to accpt such offer,
then Landlord shall submit to Tenant in writing all of the material terms and conditions of such proposed offer to
lease (hereinafter referred to as the “Offer”) and Tenant shall have the right and option to lease the Refusal Space
covered by the Offer upon the sume monetary terms and conditions, including any offer of free rent and leasehold
improvement allowances, as embodied in the copy of such Offer submitted to Tenant by Landlord but upon such
other non-monetary terms and conditions as in this Lease and for a term expiring as of the date of the expiration of
this Lease or the Extended Term; provided, however, in no event shall the Base Rent for the Refusal Space be less
than the Base Rent per rentable square foot being paid at the time of Tenant's occupancy of the Refusal Space. In the
event the remaining months in the Lease Term or any extension thereof, are less than the number of months in the
term embodied in the Offer, then such free rent and leasehold improvement allowances shall be reduced to the
amounts that bear the same ratio 1o the free rent and leasehold improvement atlowances embodied in the Offer as the
remaining months in the Lease Term bears to the number of months of the term embodied in the Offer. If Tenant
shall elect to exercise its right to lease the Refusal Space covered by the Offer, written notice of such election shall
be given to Landlord within ten (10) business days from the time that Tenant first received a copy of the Offer from
Landlord (hereinafter referred to as the “Offer Period”), which notice by Tenant shall specify a date that Tenant shall
lease the space covered by the Offer, which date shall be not less than thirty (30) nor more than ninety (90) days after
the giving of notice thereof, -

(a) Upon the exercise of its right to lease the Refusal Space covered by the Offer, Landlord
and Tenant shall enter into a written agreement modifying and supplementing this Lease and specifying that
the Refusal Space Is a part of the Premises and under this Lease and containing other appropriate terms and
provisions relating to the addition of such area to this Lease, including, without limitation, increasing,
adjusting or augmenting Base Rent as a result of the addition of such space.

) Ifa right to lease pursuant to this Section shall not be exercised within the Offer Period or
shall be waived (no notice is deemed to be a waiver of such right), then Landlord shall have the right to
offer such space described in the offer to the prospective tenant, and if such transaction is consummated,
Tenant’s rights under this Section shall automatically terminate as to the Refusal Space described in the
offer and be of no further force or effect as to the Refusal Space described in the offer. ‘

(c) Notwithstanding the foregoing right of refusal and any other provision of this Lease to the
contrary, such right of refusal is conditioned upon (i) this Lease being in full force and effect and no Event
of Default under this Lease has occurred and is continuing, and (ii) some portion of the Refusal Space
covered by the Offer being on the first floor and thereafter adjacent to the Premises. If Tenant fails to
exercise the foregoing right of refusal as provided in and in strict accordance with the terms of this Section,
or if conditions (i) in this subsection (c) are not entirely satisfied, the foregoing right of refusal shall
automatically terminate and be of no further force or effect, or if exercised, shall be null and void.

(d) Tenant shall not have the right to assign its right of refusal to any sublessee of the
Premises or any portion thereof or to any assignee of this Lease, nor may any such sublessee or assignee
exercise or enjoy the benefit of such right of refusal, provided, however, this provision shall not apply as to
those parties Tenant has the right to assign to without Landlord’s consent as set forth ahove,
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Notwithstanding any other term or provision of this Section or elsewhere in this Lease, expressed or implied, it is
understood and agreed by Tenant that (i) the rights and interests in and to the Refusal Space and all portions thereof
granted by Landiord to Tenant in this Section are, in all respects, subject and subordinate to all prior rights, (ii)
Landlord shall not be liable for the faflure or inability of Tenant to exercise or benefit from any or all rights granted
in this Section with respect to said Refusal Space or any portion thereof by reason of such superior rights and options
of existing tenants, and (iii) Tenant shall not be entitled to any compensation, consolation, consideration,
replacement of such space, or any other remedy from or against Landlord by reason of such failure or inability,

44, MULTIPLE COUNTERPARTS. To facilitate execution, this Lease may be executed in as many
counterparts as may be convenient or required, It shall not be necessary that the signature or acknowledgment of, or
on behalf of, cach party, or that the signature of all persons required to bind any party, or the acknowledgment of
such party, appear on each counterpart, All counterparts shall collectively constitute a single instrument. 1t shall not
be necessary in making proof of this Lease to produce or account for more than a single counterpart containing the
respective signatures of, or on behalf of, and the respective acknowledgments of, each. of the parti&¥ hereto. Any
signature or acknowledgment page to any counterpart may be detached from such counterpart without impairing the
legal effect of the signatures or acknowledgments thereon and thereafter attached to another counterpart identical
thereto except having attached to it additional signature or acknowledgment pages.

[Muitiple signature pages attached]
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THE PARTIES HERETO have executed this Lease as of the date of the signature of the last party to

execute this lease,
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LANDLORD:

SPORTS 8, LLC

By: /W/
N&aﬂu R. Kaelin

Title: Chief Manager
Date: October 1, 2004




THE PARTIES HERETO have executed this Lease as of the date of the signature of the last party to

execute this lease,
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TENANT;

Tenn SM, LLC

BW

Nme:-@ﬂﬂﬁ‘

Title: j ‘
ey 7,

Date
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EXHIBIT A-1

LEGAL DESCRIPTION

Commencing at an jron pin found (IPF) on the southerly right-ofway of Adams Lane, said pin being the
northeasterly comer of A, H. Johnson, as recorded in Deed Book 840, Page 254, R.OW.C., thence with Johnson’s
easterly line 8 01° 47" 18" W, 410.06 feet to the point of beginning of the herein described property: thence with a
new line, severing the property of South Mount Juliet Holdings as recorded in Deed Book 966, Page 1817,
R.O.W.C,, with & new line S 82° 13' 30" E, 387.95 feet to an iron pin set (IPS) on the westerly right-of-way of a
proposed road; thence with said right-of-way the following calls: S 07° 46° 30" W, 47.18 fect to an IPS, with a
curve to the leR, said curve having a radius of 400.00 feet, a length of 353.56 feet and a chord and bearing and
distance of § 17° 32’ 48" B, 342.16 feet to an IPS; thence leaving said right-of-way and with a new line, § 46° 31°
54™ W, 422.80 feet to an IPS in the easterly line of sald Johnson; thence with Johnson's easterly line, the following
calls: N 25° 12" 40" W, 432.99 feet to an IPF; N 01° 47* |8” E, 324.75 feet to the point of beginning, containing
5.14 acres, more or less, as surveyed on May 3, 2004 by Arrowhead Survey, by J, Mark Cantrell, TN RLS 1859.
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EXHIBIT B
RATIN PENSES

A. Operating Expenses shall include, without limitation:

()] all taxes, assessments, excises, tax levies, fees and all governmental charges, but
excluding penalties of any kind, whether general or special of every character in respect of the Property
which may be assessed on or be a lien upon Lendlord’s interest in the Property, or any occupancy,
operation, use or possession of, sales from or activity conducted on or in connection with the Property;
reasonable costs and expenscs of contesting the validity or amount of such taxes, assessments, fees and
charges; insurance premiums; water, sewer, electrical and other utility charges; service and other charges
incurred in the operation and maintenance of the Property including the elevators and the heating,
ventilation and air-conditioning system; cleaning and other janitorial services; costs of ail tools, supplies
and meterials; costs of repair and general mainenance, including without limitation, any reasonable
depreciation charges applicable to all equipment used in repairing and maintaining the Property; landscape
maintenance costs; security services; data processing services; costs of alarm services, fire protection,
sprinklers and window cleaning; maintenance and operation of parking facilities; license, permit and
inspection fees; the office rent and commercially reasonable salaries and compensation of all employees
engaged in the operation, maintenance and security of the Property including taxes, insurance and benefits
relating thereto; trash removal; garage maintenance and operating costs (to the extent such service Is not
provided at no cost by Tenant or an Affiliate of Tenant pursuant to the Reciprocal Easement Agreement
between Landlord and Tenant); to the extent only that it exceeds the limits of, or is not a covered risk under
any applicable insurance policy of Landlord, damages, penalties, costs and expenses (including without
limitation, attorneys® fees and expenses which are reasonable and necessary) incurred by Landlord by
reason of any accident, injury to or death of persons or loss of property occurring on or about the Property
or adjoining sidewalks in excess of applicable insurance policies of Landlord; legal fees and accounting
costs, including costs of audits of the Operating Expenses;; costs of complying with all legal requirements
appliceble to the Property (including the cost of any capital improvements made to the Building by
Landlord that are required under any governmental law or regulation that was not in effect at the time it was’
constructed); and, in general, all other costs and expenses which would generally be regarded as operating
and maintenance costs and expenses that would normally be amortized over a period not to exceed five (5)
years; and

(ii) the cost of any capital improvements made to the Building by Landlord that reduce
Operating Expenses, such cost to be amortized over such reasonable period as Landlord shall determine
with @ retum on capital at the then current interest rate on the unamortized balance or at such higher interest
rate as may have been paid by Landlord on funds borrowed for the purpose of constructing such capital
improvements. However, the portion of any increase in annual Operating Expenses shall never exceed the
amount of reduction in the annua) Operating Expenses attributable to such improvements.

B. Operating Expenses shall not include: (i) Federal and State taxes imposed upon or measured by the gross
receipts or income of Landlord (unless a future change in the method of taxation causes any franchise, gross receipts,
income, profit or other tax to be levied against Landlord in substitution in whole or in part for or in lieu of or in
addition to any tax included as an Operating Expense hercunder and, in such event, any such tax shall (with
appropriate adjustments where necessary) be deemed to be Operating Expenses for the purposes hereof); (ii)
payments made by tenants of the Building, either to third parties or to Landlord, under agreements for direct
reimbursement for services (¢.g,, separately metered utilities, separate contracted janitorial services, property taxes
directly reimbursed to Landlord, sales taxes on Rent (as defined in Section 5 of the Lease) paid directly by any
tenant, etc.); and (i) the cost of repairs, restoration or other work occasioned by fire, windstorm or other casnalty,
but only to the extent same are paid for with the proceeds of insurance; services reimbursed to Landlord by tenants;
capital acquisitions; penalties and logal expenses incurred by Landlord due to Landlord’s gross negligence, willful
misconduct or violations of goveramental laws or regulations; expenses incurred for the renovation of space for new
tenants (except Building standard repairs or construction); depreciation allowance; or interest and principal payments
on mortgages and other non-operating debts of Landlord.
B-1
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EXHIBIT C

WORK LETTER AGREEMENT

er renlable square foot for work in preparing the Premises for Tenan
nstiugh ). The Allowance shail be available solely for the construction costs of leasehold improvements
(the "Construction Cosis™) and no portian thereof shall be used for fariture, personal property, working capital, free

rent or other such purposes.

.2 Prior to taking occupancy of the Premises, Tenant shall reimburse Landlord for any amount by
which the Construction Costs of Tenant’s Construction Work exceeds the Allowance, Tenant agrees that in the event
Tenant defaults in the payment of the costs of Tenant’s Construction Work in excess of the Allowance, Landlord (in
addition to all other remedies) has the same rights as in the event of default of payment of Rent under the Lease.

1.3 if Tenant’s Construction Work has not been substantially completed (us hereinafter defined) by

due to omission, delay or default by Tenant or anyone acting under or for Tenant, including but

not limited 1o (a) Tenant's failure to approve plans, or (b) chunges to the space plan and working drawings requested

by Tenant prior to or after the commencement of Tenant’s Construction Work, the obligations of Tenant undethis
Leuse (including, without limitation, the obligation to pay Rent) shall nonetheless commence as of

20, As used herein, the term “substantially completed™ shall mean that the Tenant’s Construction Work has boen

complctcd as certified by Landlord’s architect, except for normal “punch-list” items which can véasonably be

completed after Tenant has taken possession of the Premises without substantia! interference with Tenant’s business,

1.4 If, by the date specified in Section 1.3 of this Work Leuer, the Premises are not substantially
completed due to default on the part of Landlord, then as Tenant’s sole remedy for the delay in Tenant’s occupancy
of the Premises. the Lease Term Commencement Date shall be delayed and the Rent herein provided shall not
commence until the earlier of (2) the date on which Tenant opens the Premises for business, or (b) the date on which
Tenunt's Construction Work is “substantially completed™ (as hereinabove defined).

1.5 Under no circumstanves whatsoever wifl Tenant or Tenant’s authorized representatives (including
Tenant’s Design Consultants) ever alter or modify or in any manner disturb any system or installation of the
Building, including, bul not limited to, five or smoke rated partitions. Central plumbing systems, Central electrical
systems, Central heating, ventilating and air condltioning systems, Cenmal fire protection and fire alert systems,
Central building maintenance systems, Central structural systems. elevators and anything located within the Central
core of the Building. Only with Landlord’s express written permission and under the direct supervision of Landlord
or Landlord’s Contractor shall Tenant or Tenant's authorized representative alter, modify or in any manner disturb
any Branch of any such Central system or installation of the Building which is located within the Premises.
including, but not fimfted 1o Branch plumbing system. Branch elcctrical system. Branch heating, ventilating and air
conditloning system, and Branch fire protection and alerl system, For purposes of this Section L.5, the term
“Contral™ shall be defined as that portion of the Building system or component which is within the core and/or
comnion 10 and/or serves or exists for the benefit of other tenants in the Building, and shaltl include but not be limited
to main fire loops on each floor of the Building and duct work to the VAV boXx. For purposes of this Section 1.5, the
term “Branch” shall be defined as that portion of any Building system or component which serves to connect or
oxtend Central systems into the Premises.

1.6 All design, construction and installation of Tenant’s Construction Work shall condorm o the
requirements ot applicable building. plumbing, electrical and firé codes and the requirements of any authority having
jurisdiction over or with respect to such work, as such codes and requirements may from time fo time be amended or
supplemented. Furthermore, all such design, constructlon and installation of Tenant’s Construction Work is subject
to the prior written approval of Landiord.

C-l
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1.7 Tenant agrees to use, as a part of Tenant's Construction Work, Building standard materials
including, but not limited to, Building standard corridor doors, VAV boxes, hardware, lights or other materials
unless other corridor doors, VAV boxes, hardware or lights are requested by Tenant and approved in writing by
Landlord,

1.8 Tenant acknowledges that Landlord hes entered into this Lease in reliance on the diligent and good
faith cooperation of Tenant in the timely completion of Tenant’s Construction Work, so as to ensure that the
Premises are ready for Tenant's use when anticipated by Tenant. Tenant hereby covenants and sgrees that it will
cooperate with Landlord, diligently and in good faith, to complete the Tenant work process in a timely manner in
accordance with the schedules established by Landlord,

1.9 Tenant understands dimensions to be shown in the plans and specifications for the Building, and in
any leasing brochure, are approximate and may change due to field conditions. R

2, Prel si ) i

2.1 Within ten (10) days after the date on which this Lease is executed by Tenant, Tenant shall inform
Landlord in writing whether Tenant will use the services of Landlord’s architect, engineers and interior designers
(collectively, “Landlord’s Design Consultants”) in designing Tenant’s space plan for the Premises or whether Tenant
will retain, at its sole cost and expense, Tenant’s own architect, engineers and interior designers (“Tenant's Design
Consultants”). Landlord and Tenant agree that if Tenant elects to use Landlord's Design Consuitants, the provisions
of Section 3.1 of this Work Letter shall apply to this Lease; and if Tenant elects to retain Tenant's Design
Consuitants, the provisions of Section 3.2 of this Work Letter shall apply to this Lease.

31 Landlord's Design Consultants: Tenant shall cooperate with Landlord in developing plans and
specifications for Tenant’s Construction Work, which plans and specifications shall be prepared by Landlord's
Design Consultants. Tenant agrees to meet with Landlord’s architect on four occasions in accordance with the
schedule to be provided by Landlord’s architect for the purpose of developing such plans and specifications for
Tenant’s Construction Work. Tenant agrees to make and communicate design decisions to Landlord’s erchitect in a
timely fashion. The plans and specifications for Tenant’s Construction Work shall be subject to the prior approval of
Landlord (which approval shall not be unreasonably delayed or withheld). The cost of the foregoing four (4)
consultation meetings with Landlord’s architect shall be paid for by Landlord and shall not be applied against the
Allowance. Any additional architectural design meetings with Tenant (which are requested by Tenant) shall be paid
for by Tenant, ‘

3.1.1  Landlord's Design Consultants shall provide the following services at Landlord’s sole
cost and expense: (a) preparation of a Conceptual Space Plan; (b) preparation of Final Space Plan;
(c) preparation of Construction Documents; and (d) assistance in selection of basic finishes from the
standard finish packages offered by Landlord, The foregoing services shall be provided to Tenant at
Landlord’s sole cost and expense and shall not be applied against the Allowance. Any additional services
requested by Tenant from Landlord's Design Consultants shall be provided to Tenant at Tenant's sole cost

and expense.

3.1.2  Landlord’s architect will prepare a “Conceptual Space Plan” establishing the conceptual
design of the Promises which illustrates the scale and relationship of the components of the Premises. The
Conceptual Space Plan shall be based on the “Space Allocation and Cost Program® approved by Landlord
and Tenant, which Spacs Allocation and Cost Program is attached hereto as Schedule | and incorporated by
reference into this Work Letter, Tenant agrees to cooperate with Landlord’s architect, furnishing all
reasonable information and material conceming Tenant’s organization, staffing, growth expectations,
physical facility needs, equipment inventory and other information and material necessary for the architect
to efficiently and expeditiously prepare the Conceptual Space Plan. The Conceptual Space Plan must be
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approved in writing by both Landlord and Tenant not later than thirty (30) days after the date on which the
Lease is fully executed.

3.1.3  Within twenty-one (21) days after Tenant approves the Conceptual Space Plan,
Landlord's architect shall submit Final Space Plan for Tenant's approval, Tenant shall have seven (7) days
to approve or deliver written comments regarding the Final Space Plan to Landlord. The “Final Space
Plan” shall illustrate and describe the refinement of the design of the Premises; and establish the scope,
relationship, size and appearance of the Premises by means of plans, sections and elevations. Once
approved by Tenant, If any changes to the Final Space Plan are requested subsequently by Tenant, Tenant
shall pay for the cost of making such changes,

3.1.4  Within twenty-one (21) days of Tenant’s approval of the Final Space Plan, Landlord’s
architect shall submit Construction Documents for Tenant’s approval. Tenant shall have seven (7) days to
approve or deliver written comments regarding the Comstruction Documents fo Landlord. The
“Construction Documents” shall set forth in detail the requirements for construction of the Premises and
shall include drawings and specifications that establish in detail the quality of materials and systems
required for the Premises, Once approved by Tenant, if any changes to the Construction Documents are
requested subsequently by Tenant, Tenant shall pay for the cost of making such changes,

3.1.5  With respect to interior design services, Landlord and Tenant agree that if Tenant selects
one of the standard finish packages offered by Landlord, the cost of interior design services for such
standard finishes shall be paid by Landlord and shali not be applied against the Allowance. If, however,
Tenant does not choose one of the standard finish packages offered by Landlord, Tenant may hire its own
interior designer, at Tenant's sole cost, or may retain the services of Landlord’s interior designer, Tenant
shall be responsible to coordinate the efforts of Tenant's own interior designer with Landlord’s architect
and the project contractor to insure that no delays are caused to either the planning or construction of
Tenant’s Construction Work.

4, Completion of Premises

4.1 Not later than ten (10) days after this Lease is executed by both parties, Tenant shall inform
Landlord in writing whether Tenant will use the services of Landlord’s contractor (“Landlord’s Contractor™) in
constructing the improvements in the Premises or whether Tenant will hire its own contractor (“Tenant’s
Contractor”). Landlord and Tenant agree that if Tenant elects to use Landlord’s Contractor, the provisions of
Section 4.2 of this Work Letter shall apply to this Lease; and if Tenant elects to hire Tenant's Contractor, the
provisions of Section 4.3 of this Work Letter shall apply to this Lease, Notwithstanding anything to the contrary
herein, Tenant shall be required to use Landlord’s Contractor if construction of Tenant's Construction Work is
commenced prior to the date of “substantial completion” of the shell of the Building. The shell of the Building shall
be deemed “substantially completed” when the shell has been completed as certified by Landlord's architect, except
for normal “punch list” {tems,

42 Landlord’s Contractor:

4.2.1  All work involved in completion of Tenant's Construction Work shall be carried out by
Landlord’s Contractor, at Tenant’s sole expense (subject to Landlord’s obligation to provide the
Allowance), under the sole direction of Landlord. Tenant shail coaperate with Landlord and Landlord’s
Contractor to promote the efficient and expeditious completion of such work.

422 Tenant and Landlord acknowledge and agree that the “Space Allocation and Cost
Program™ approved by Landlord and Tenant and attached hereto as Schedule 1 includes a “Space
Allocation and Cost Statement” which estimates the cost of Tenant's Construction Work. Landlord
guaranties that the cost of Tenant’s Construction Work shall not exceed the amount set forth in the Space
Allocation and Cost Statement provided the following conditions are satisfied: (a) Tenant shall deliver an
executed Lease, in form and substance, acceptable to Landlord for the Premises by ; and
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(b) no changes are made to the design of the Premises as set forth in the Space Allocation and Cost Program
at Tenant’s request.

423  Ifthe conditions described in Section 4.2,2 are not satisfied or if the Space Allocation and
Cost Statement is not attached as a part of Schedule 1, the cost of Tenant’s Construction Work shall be
determined as follows: Within thirty (30) days after receipt of the approved Construction Documents,
Landlord will submit to Tenant written estimates of the cost of Tenant’s Construction Work. Tenant shall
accept or reject in writing such cost estimates within five (5) days. If Tenant rejects or fails to respond to
such cost estimates within such five (5) day period, Landlord shall not carry out any of Tenant’s
Construction Work set forth in the Construction Documents until approval thereof is received. In the event
that Tenant rejects or fails to respond to such cost estimates within such five (5) day period, Tenant shall
have until the tenth (10th) day following such five (5) day period in which to cause Tenant’s or Landlord’s
architect, as the case may be (the “Project Architect™), at Tenant’s sole cost, to submit revised Final Space
Plan and Construction Documents, if necessary. Upon receipt of the revised Design and Construction
Documents, Landlord shall have fourteen (14) days to obtain new bids from Landlord’s Contractor. Tenant
agrees that Tenant is responsible for any and all reasonable increases in the costs of Tenant’s Construction
Work resulting from governmental requirements in connection with Tenant's Construction Work, whether
such increases occur before the cost estimates are initially submitted to Tenant, or after all final bids have
been taken and such cost estimates have been approved by Tenant,

424  During the construction werk process, if there are any changes in Tenant’s Construction
Work requested by or on behalf of Tenant, from the work as reflected in the Construction Documents, each
such change must receive the prior written approval of Landlord and must be paid for by Tenant, In such
event, upon substantial completion of the Premises, Tenant shall, at its sole cost and expense, cause the
Project Architect to prepare and deliver to Landiord “as-built® drawings of Tenant's Construction Work
reflecting the changes made to the previously approved Construction Documents.

42.5 The Allowance shall be disbursed by Landlord in accordance with the draw requirements
of Landlord or Landlord's construction lender.

42.6 Tenant acknowledges and agrees that Landlord reserves the right, without Tenant's
consent and without liability to Tenant, to make any modifications, changes or omissions to the
Construction Documents, as long as same does not substantially and adversely affect Tenant. Tenant
further acknowledges and agrees that Lendlord reserves the right, without Tenant's consent and without
liability to Tenant, to make any modification, changes or omissions to the Construction Documents, if same
are required by any governmental or quasi-governmental authority or utility. Tenant also acknowledges and
agrees that Landlord may, regarding the Premises, substitute materials, equipment, cabinets, fixtures,
appliances, and/or floor coverings with ftems of similar or greater quality, utility, value, and/or color
without Tenant’s consent and without liability to Tenant. Tenant understands the location of telephone,
electric and other utility outlets are subject to change. Tenant understands materials such as brick, wood,
wood grain, carpeting, paint, cabinets, cultured marble, tile, mica, and the like, are subject to shading and
gradation and may vary from samples, models or color charts, and from piece to piece, and Landlord will
not be liable for such variation, Tenant acknowledges and agrees that Landiord will have complete
discretion in “finishing details,”

c4
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EXHIBIT D
COMMENCEMENT DATE LETTER

{Landlord’s Letterhead)
Lec

ém:‘r_ﬁecs

(37 M/ﬁﬂ%a_,&a_
St pa

léénw.,,u T 37287

Re:  Lease Agreement, dated (DA~ [ , 2005 between ?.né /o Ll
(“Landlord") and 7 s .51v1 L e (“Tenanf™)

Dear

The purpose of this letter is to confirm the following: |

@) The Lease Term Commencement Date for the referenced Lease Agreement ls ﬂ'l‘ﬁ'v[ et /
2 .

(ii) The Term of the Lease expires on [[[50[9&.

(ii)  The Premises consist of éEL rentable square feet. The total rentable area of the Building is
rentable square feet and the Premises is agreed to be percent (___%) thereof,

Please acknowledge your agreement with the provisions of this letter by signing the extra copy of this letter
and returning the same to the undersigned.

Sincergly yours,

By:
ACKNOWLEDGED AND AGREED TO BY:

TENANT:
Tl S5 M Ll

//m M&a//f//f J
Print Nmem_m_
prine Title:_Cheal Moageon—

Date:
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EXHIBITE
PROHIBITED USES
A. Prohibited Uses.
1, Any purpose other than for the practice of medicine or medically related services for the care and treatment
of humans; '
2, The operation of a pharmacy, other than for Tenant's own use (i.e., there shall be no sale to parties other

than the patients of Tenant), a gift shop, a flower shop or food services.

3: Such restrictions as set forth in the Declaration of Reciprocal Easements and Restrictions reeerded at Book
1050, page 1939-1955, Register’s Office for Wilson County, Tennessoe as a public record affecting the
Premises, Including but not limited to any use as an orthopedic medical or any surgical facility,
occupational medicine, workmen's compensation facility, radiological imaging center, physical or
occupational therapy center, or any use that would compete directly or indirectly with the orthopaedic
business of Sports Docs, LLC, its successors, assigns or affiliates, including any other non-competing
medical use which provides periodically services which are prohibited by this provision.

N DLEWIS 621875 vi
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EXHIBIT F
RULES REGULATION
t, No animals shall be kept in or about the Premises.

2, Tenant shall not use the water closets and other plumbing fixtures for any purposes other than those for
which they were constructed, and shall not place any debris, rubbish, rags or other substances therein, All
damage resulting from any misuse of the fixtures shall be borne by the Tenant whose servants, employees,
agents, custorners, contractors, subtenants, assignees, patients, invitees, or licensees shall have caused the

same,

3. Tenant shall not place any forniture, equipment, records, trash or other objectionable material in the
common areas other than in an appropriate refuse container.

4, Tenant or his employees shall not make or commit any indecent or improper acts while on the property or
make any unseemly or disturbing noises or disturb or interfere with neighboring occupants of the Building
or the Premises or those having business with them, whether by use of any musical instrument, radio, loud
speaker, singing, or in any other way. Tenant or his employees shall not throw anything out of the doors or
windows of the Premises,

5. The Premises shall not be used for the sale of merchandise in the ordinary course of business, or for the sale
at auction of merchandise, goods or propetty of any kind to persons who are not patients of the tenant,
except as ancillary to medical services that are provided,

6. Landlord does not assume any responsibility, and shall not be held liable, for any damage or loss to any
autornobile or personal property in the parking lot or for any injury sustained by any person in the parking
lot.

7. The entry, corridors, and stairways shall not be obstructed by Tenant, nor used by Tenant for any purpose
other than ingress or egress to and from Tenant’s offices, nor must employees of Tenant loiter or congregate
therein. The floors end windows that reflect or admit light into passageways in common areas shall not be
covered or obstructed by Tenant,

8. Landlord reserves the right to make such other and further rules and regulations as permitted by the Lease,

9, Tenant shall not, without the written consent of Landlord, place a load upon any floor of the Building that
exceeds 80 pounds per square foot. Tenant shall not, without the written consent of Landlord, add
equipment that requires additional air conditioning, electrical or other facilities for installation or operation
in excess of normal services for the Building,

10. Tenant will not permit or suffer any signs, advertisement or notices to be displayed, inscribed upon or
affixed on any part of the outside of the Premises or on windows or doors or on the adjacent street.
Directory boards and Premises identification signs shall be provided by Landlord. Signage on entry doors
will be provided by Landlord consistent with signage standards within the Building.

11, In the event that Tenant should from time to time, or at any time, require heating or air-conditioning in the
Premises after the hours specified in the Lease, Landlord agrees to provide the same to Tenant provided
Tenant shall give Landlord at least twelve (12) hours advanced notice of the need for after-hours heating or
cooling. The charge for such after-hours heating and cooling shall be at a rate per hour determined by
Landlord from time to time, Landlord mey either publish such rates or will provide the same to Tenant
upon request. All charges for after-hours heating and cooling requested by Tenant shall be additional rent
under this Lease and due and payable with the next monthly installment of Rent.

F-1
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EXHIBITG
SIGN CRITERIA
[To be added]
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Sign Criteria

Tenant shall be entitled, at Landlord’s sole cost and expense, to identification signage outside of
the Premises on the floor on which Premises are located. The location, quality, design, style,
lighting and size of such signage shall be consistent with the Landlord’s building standard
signage program. Tenant shall be entitled to one (1) line on the Building directories located in
the Building to display Tenant’s name and location in the Building.

Tenant shall have the right, subject to all applicable laws and regulations, to install and insure, at
Tenant’s sole cost and expense, Tenant's signage on the face of the Building and on the
monument sign serving the Building, provided Tenant must first obtain Landlord’s written
approval of the design and location of such sign, which approval shall not be unreasonably
withheld, qualified or delayed. Tenant shall be permitted to use, at no cost to Tenant, the
electronic face of the monument sign serving the Building (the “Electronic Reader Board”).
Landlord represents and warrants that Tenant may place its name and logo on the Electronic
Reader Board and the same shall be displayed with reasonable frequency, duration and
prominence. No signage or other advertising materials shall be displayed on the Electronic
Reader Board with greater frequency, duration or prominence than Tenant’s signage and other
advertising, If Tenant desires to display any message other than its name and logo on the
Electronic Reader Board, the same must be approved by Landlord, which approval shall not be
unreasonably withheld, qualified or delayed.

Except for Seton Corporation d/b/a Baptist Hospital, Richland Internal Medicine and STHS
Heart, LLC, Landlord has not granted any third party the right to install signage on the face of
the Building. Except for Saint Thomas Health Services, Landlord shall not permit any other
Competitive Health System or tenant within the Building to place signage or marketing materials
on the exterior of the Building.



EXHIBIT C TO ESTOPPEL CERTIFICATE
SUBLEASE RENT ROLL

None.
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EXHIBIT D TO ESTOPPEL CERTIFICATE
EXCEPTIONS

None.
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FIRST AMENDMENT TO RESTATED LEASE AGREEMENT

THIS FIRST AMENDMENT TO RESTATED LEASE AGREEMENT
(“Amendment”) is dated as of October 3} , 2008 (the “Lffective Datc”) between WINDROSE
TSM I PROPERTIES, LLC, a limited liability company organized under the laws of the State
of Delaware (“Landlord™), and TENN SM, LLG, a limited liability company organized under
the laws of the State of Tennessee (“Tenant™).

RECITALS

A, Tenant entered into that certain Restated Lease Agreement dated as of
October 1, 2004 (“Lease”), whereby Sports Docs, LLC, a Tennessee limited liability company,
leased to Tenant Suite 110 in the office building located at 5002 Crossing Circle, Mt. Juliet,
Tennessee (“Premises™).

B. Landlord is the successor in interest of Sports Docs, LLC.

C. The Lease provides nine (9) consecutive options to extend the Lease Term
for an additional term of three (3) years each. Tenant desires to exercise its first option to extend
the Lease Term,

D. Landlord and Tenant desire to amend and modify the Lease to extend the
Lease Term and to amend certain other terms and conditions of the Lease as set forth herein.

NOW, THEREFORE, in consideration of the foregoing recitals and for other
good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged,
the parties hereto agree as follows.

1. Definitions. Any capitalized terms not defined in this Amendment shall
have the meaning set forth in the Lease.

2. Premises. Section | of the Lease is hereby amended to read in its entirety
as follows:

1. PREMISES. In consideration of the rents, mutual
covenants and agreements set forth herein, the Landlord hereby
leases to Tenant, and Tenant hereby leases from Landlord those
certain premises located in that certain three (3) story medical
office building (herein called the “Building™), located on that
certain parcel of land described in Exhibit A-1, which premises
are Jocated on the first floor, Suite 1 10 of the Building and deemed
to consist of Seven Thousand Two Hundred Forty-One (7,241)
rentable square feet (herein called “the Premises”). The Premises
are more patticularly shown on the floor plan attached hereto as
Exhibit A. The rentable square feet of the Premises shall include
both the area within the Premises and Tenant's proportionate share
of the common areas of the Building.
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3. Term. Section 2 of the Lease is hereby amended to read in its entirety as
follows:

2. TERM. The term of this Lease (the “Lease
Term”) commenced on December1,2005 (“Lease Term
Commencement Date™), and shall continue through November
30, 2011.

4, Extension of Term. Section 3 of the Lease is hereby amended to read in
its entirety as follows:

So long as Tenant is not in default under the terms and
conditions of this Lease, both at the time of the exercise of this
option to renew and at the expiration of the then effective Lease
Term, Tenant shall have eight (8) consecutive options to extend the
Lease Term for an additional term of three (3) years each, (each an
“Extended Term”), The Extended Term shall be on and subject
to the same terms, covenants and conditions as herein contained,
except for Base Rent, which shall be determined as hereinafter
provided. The option shall be exercised only by written notice
from Tenant to Landlord and given na less than six (6) months
prior to the expiration of the then effective Lease Term. Annual
Base Rent per rentable square foot for an Extended Term shall be
an amount equal to one hundred three (103%) percent of the
annual Base Rent in effect for the last year of the then effective
Lease Term. Each Lease Year during an Extended Term the
annual Base Rent per rentable square foot shall be increased by
three (3%) percent of the Base Rent payable for the immediately
preceding Lease Year.

3, Base Rent, Section 4 of the Lease is hereby amended to add the following
paragraph:

Commencing December 1, 2008, the Base Rent shall be
One Hundred Forty-Six Thousand Seven Hundred Two and 66/100
Dollars ($146,702.66) payable in twelve (12) equal monthly
installments of Twelve Thousand Two Hundred Twenty-Five and
22/100 Dollars ($12,225.22).

6. Additional Rental, The first paragraph of Section 5 of the Lease is hereby
amended to add the following:

Notwithstanding anything to the contrary set forth herein, the
amount of Controllable Operating Costs (as defined below)
included in the calculation of Operating Expenses for each
subsequent calendar year in the Term shall not increase by more
than five percent (5%) over the amount of Controllable Operating
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Costs included in the calculation of Operating Expenses for the
preceding calendar year. “Controllable Operating Costs” shall
mean all Operating Expenses, less and cxcept those expenses
related to janitorial costs, utility costs, insurance costs, taxes,
management fees and weather related maintenance costs
(including, but not limited to, snow and ice removal). There shall
be no cap on the amount of janitorial costs, utility costs, insurance
costs, taxes, management fees and weather related maintenance
costs included in the calculation of Operating Expenses for any
calendar year and Tenant shall be responsible for Tenant’s
proportionate share of all such Operating Expenses. For the
purpose of calculating Tenant's Additional Rent, Landlord, in its
reasonable discretion, shall adjust electricity and janitorial costs
and expenses to include only those costs and expenses attributable
to the comunon areas of the Property.

7. Work Letter Agreement. The Work Letter Agreement attached to the
Lease as Exhibit C is hereby deleted in its entirety and replaced with the Work Letter Agreement
attached to this Amendment and incorporated by reference herein as Exhibit C. Section 7 of the
Lease is hereby amended to add the following paragraph:

Not later than eight (8) months following October 3,
2008, Tenant shall complete and finish out the Premises as an
ambulatory surgery center (the “Tenant Improvements™) in
accordance with the terms and conditions of the Work Letter
Agreement attached hereto as Exhibit C.

8. Utilities; Cleaning Services, The first two paragraphs of Section |1 of the
Lease shall be amended to read in their entireties as follows:

Tenant shall cause, at Tenant’s sole cost and expense, the
construction of the heating, ventilation and air conditioning
(“HVAC”) system to the Premises to be separate from the HVAC
system of the Building. Tenant shall contract for in its own naine,
pay and discharge when due and before delinquent, all charges for
electricity, power, gas, telephone, oil, water and other utilities used
or consumed upon the Premises during the Lease Term, or any
extension thereof for its utilities; or, Tenant shall install, at
Tenant’s sole expense, separate utility sub-meters in the Premises
and Landlord shall invoice Tenant for all charges for utilities that
are separately metered, Landlord will contract for utility services
that arc centrally metered and such expenses will be included as
part of Operating Expenses. Landlord reserves the right to charge
Tenant and other tenants of the Building applicable costs with
respect to usage of Building services and utilities at times other
than during standard business hours, on such basis as Landlord
may reasonably determine for the purpose of properly allocating
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the costs of such services and utilities in accordance with the usage
thereof.

Landlord shall (i) maintain and repair the plumbing within
the Premises, except where a repair to the same is needed as a
result of Tenant’s, its employees’ or invitees’ negligence or
misuse; (ii) be responsible for the removal of Tenant’s trash, but
said trash shall be placed by Tenant in its containers which shall be
located within the Premises; and (iii) maintain in good order and
repair and in a clean and ordetly condition the roof, exterior walls
and public areas in the Building of which Premises are a part,
together with any parking area owned or leased by Landlord which
is adjacent to the Building. Landlord shall not be liable for failure
to furnish, or the stoppage or interruption of such services when
such failure, or stoppage or interruption of services is caused by
conditions beyond the control of Landlord, or by accidents; repairs
or strikes; nor shall such failure, or stoppage or interruption of such
services constitute an eviction of Tenant or allow an abatement of
Rent. Notwithstanding any of the provisions of this paragraph,
Tenant shall be responsible for the lawful removal and cost of
removing medical, special or infectious wastes from the Premises.

9. Exhibit A. The floor plan of the Premises attached as Exhibit A to the
Lease is hereby deleted in its entirety and replaced with the Exhibit A attached hereto and
incorporated by reference herein.

10,  Affirmation. Except as specifically modified by this Amendment, the
terms and provisions of the Lease are hereby affirmed and shall remain in full force and effect.

11.  Binding Effect. This Amendment will be binding upon and inure to the
benefit of the successors and permitted assigns of Landlord and Tenant.

12.  Further Modification. The Lease may be further modified only by writing
signed by Landlord and Tenant.

13.  Counterparts. This Amendment may be executed in multiple counterparts,
each of which shall be deemed an original hereof, but all of which will constitute one and the
same document.

[THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK]
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TN WITNESS WHEREOF, Landlord and Tenant have executed this Amendment
as of the date first set forth above.

Signed an, owledged i M%ce of: WINDROSE TSM I PROPERTIES, LLC
a Delaware limited liability company

Signnture ‘d’f/’w“t P

Prim Nuve___ A0S N IS P 2277 By: WMP TSM I Management, LLC

Signature____y k‘lS [l LJ/ /é/(’—-— Its: Managing ber
Print Nume: \“Pﬂ[l}(ﬁ Wellp Ane S (

Tltle E-’ \) \fiQ""“‘"C

" // TENN SM, LLC

Signature . } Ll a Tennessee limited liability company
Print Name Sy PLadiin Kéy e

Signature 'v.'r(i )'h'.‘,’,"hfl y,'}\? 2{1111\) By 4;“/’%/? /‘//p\\'\

Print Nume__ Serpedrpr 22085 4en
Title: /”&4
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STATE OF T-,’./J;Mwaca
COUNTY OF Lot/ S

Personally appeared before me, { / (/C/ oJ /Z'CA"V . , @
Notary Public for the state and county aforesaid, /h(fiar# &7 Suut/id with whom 1 am
personally acquainted, and who acknowledged that he/she executed the within instrument for the

purposes therein contained, and who further acknowledged that he/she is the A&
of wpfﬁ—’ﬁﬁi—mmnmu . LLC, the—Managing—Member—of Windiose—FSM—-

Propertics; EEE, the maker, and is authorized by the maker to execute this instrument on behalf of
the maker.

WITNESS my hand and seal at office this 7 day of /‘-/(/I/‘fﬂ/ (G, 2008.

NQFARY PUBLIC
SIS
My Commission Expires:@z{,@tf ZJ', 24907 ﬁ;ﬂ\\,\_,l'-?,...',-‘?
4 e
WV
WD
STATE OF F/O N (j A \ I
ot awnel $)
: (AT N
COUNTY OF DDOJM geqc,l\ o oY
Personally appeared before me, __ ]4{)7%’7};7974(‘@ Q‘ﬂ n nond ., a
Notary Public for the state and county afaresaid, _#jc hao! A AT , with

whom I am personally acquainted, and who acknowledged that he/she exccuted the within

instrument _for the purpoggs, therein contgined, and who fur lu:r acknowledged that he/she is the
: R U g uu&.u_'{lLL it : g,.’ll- - e iy LLC
SeMice Pres . of ?emr—ﬁﬁlﬁ:l:ﬁ, . the maker, hng :ISE aniedized By tf é"hm‘gﬁ%ﬁo exdeute v

this instrument on behalf of the maker.
WITNESS my hand and seal at office this /57)((1&)' of A/é[/\a }néef\ , 2008.
)

My Commission Expires: Q" 7-0 ‘i

TARY PUBI_/C

i, ANTOINETTE F. GIANNONE
$ ’fe."g Notary Public - State of Flarida
LI
i

6 & +$My Commission Explres Sep 7, 2009
"%? &  Commission # DD 469615

A Bonded By Natlonal Notary Aasn,
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EXHIBIT A

FLOOR PLAN OF THE PREMISES

(See attached.)
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EXHIBIT C

WORK LETTER AGREEMENT — TENANT WORK LETTER

Tenant shall perform the Tenant Improvements referred to in that certain First
Amendment to Restated Lease Agreement dated as of October 3y, 2008 (the “First
Amendment”) in the Premises in accordance with the term and conditions of this Work Letter
Agreement. Capitalized terms used herein, unless otherwise defined in the First Amendment,
shall have the meaning assigned to them in the Lease. Landlord and Tenant agree that the
Tenant Improvements shall be performed as follows:

1. Tenant Improvements. Subject to the provisions of the Lease and this Exhibit, Tenant
shall proceed diligently to cause the Tenant Improvements to be substantially completed within
eight (8) months of the Effective Date of the First Amendment. The Tenant Improvements shall
incorporate Landlord's building standard items to be provided by Landlord. All Tenant
Improvements shall be performed by architects, engineers and contractors hired by Tenant and
approved by Landiord.

2, Plans.

(n) Tenant agrees to cause its interjor space planner, L/&’-ffzrr!fifp’ JipALE ﬁzg(thc
"Interior Space Planner™), to prepare and deliver to Landlord, on or before .
L , architectural, mechanical and electrical working drawings and specifications for
the Tenant Improvements to be performed in the Premises (collectively, the "Plans") which
Plans shall have been approved in writing by Tenant. Tenant's Plans shall be subject to
Landlord's approval and the approval of any local governmental agency which requires approval.
If Landlord does not approve the Plans, Landlord shall advise Tenant generally of the changes
required in such Plans so that they will meet Landlord's approval. Within ten (10) business days
after Tenant's receipt of such advice Tenant shall cause the Interior Space Planner to deliver to
Landlord revised Plans which are acceptable to Landlord and/or said local governmental agency.
Landlord reserves the right to disapprove any Plans or reserve approval of items shown thereon
pending its review and approval of other plans and specifications, and to condition its
approval upon Tenant making revisions to the Plans or supplying additional information.
Tenant agrees that any review or approval by Landlord of any Plans with respect to any Tenant
Improvements is solely for Landlord’s benefit, and without any representation or warranty
whatsoever to Tenant or any other person with respect to the adequacy, correctness or
sufficiency thereof.

(b) Within twenty (20) days of Landlord’s approval of Tenant’s Plans, Tenant shall
determine the cost of the Tenant Improvements and deliver to Landlord a pricing schedule (the
"Pricing Schedule") setting forth a schedule of the cost of the Tenant Improvements. Upon
Landlord’s receipt of the Pricing Schedule, Landlord shall review the costs shown therein and
notify Tenant in writing of its approval of the Pricing Schedule. Tenant shall revise the Pricing
Schedule from time to time to reflect any cost increases or decreases necessitated by any
revisions to Plans as requested by Tenant and approved by Landlord, or as required by any local
govermmental agencies. Landlord shall approve or disapprove in writing such revised costs
shown in the Pricing Schedule within five (5) business days after Tenaut submits the revised
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Pricing Schedule to Landlord. If Landlord approves the revisions to the Plans and the revised
Pricing Schedule, the Tenant Improvements to be performed shall be deemed to inchude the
revisions to the Tenant Improvements shown in the revised Plans and the total costs of such
revisions to the Tenant Improvements and Plans requested by Tenant shall be paid by Tenant.

(©-  The Plans. shall be revised, and .the Tenant Improvements.shall be changed, to -
incorporate any revisions to the Plans required by any local governmental agency or by any local
governmental field inspector, The cost of any such revisions or changes shall be included in the
cost of the Tenant Improvements.

@) Tenant, at Tenant’s expense, shall: (i) obtain all permits, approvals and certificates
required by any governmental authorities; (ii) furnish to Landlord duplicate original policies or
certificates thereof of worker’s compensation insurance (covering all persons to be employed by
Tenant and any contractors and subcontractors, in connection with such Tenant Improvements)
and commercial general liability insurance (including premises operation, bodily injury, personal
injury, death, independent contractors, products and completed operations, broad form
contractual liability and broad form property damage coverages) in such form, with such
companies, for such periods and in such amounts as Landiord may reasonably approve, naming
Landlord and its agents, its property manager and any mortgagee, as additional insureds; (iii)
upon completion of such Tenant Improvements, Tenant shall obtain certificates of completion of
such Tenant Improvements required by any governmental authority and shall furnish Landlord
with copies thereof, together with the “as built” plans and specifications therefore as approved by
Landlord and any other documents required by Landlord or its lender, including but not limited to
unconditional final releases and contractors’ final affidavits, All materials and equipment to be
incorporated into the Premises as a result of any Tenant Improvements shall be of first quality
and no such materials or equipment shall be subject to any lien, encumbrance, chattel mortgage,
title retention or security agreement.

3. Cost of the Tenant Improvements. Tenant shall pay for all costs, expenses and fees
required for the Work, and Tenant shall be responsible for any excess costs resulting from any
approved and revised Pricing Schedule. Landlord is not contributing any funds towards the cost
of the Work.

4. Miscellaneous.

(n) Other Tenant Improvements Obligations. Landlord has no agreement with
Tenant to perform any Tenant Improvements with respect to the Premises. Any additional tenant
improvements in the Premises which Tenant may be permitted by Landlord to perform after
substantial completion of the Tenant Improvements shall be done at Tenant's sole cost and
expense and in accordance with the terms and conditions of the Lease, including any such other
requirements as Landlord deems necessary or desirable.

()  Additional Building Requirements, If the Plans require the construction and
installation of more fire hose cabinets or telephone/electrical closets than the number regularly
provided by Landlord in the core of the Building in which the Premises are located, Tenant
agrees to pay all costs and expenses arising from the construction and installation of such
additional fire hose cabinets or telephone/electrical closets.
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(c) Additional Space. This Exhibit shall not be deemed applicable to any additional
office space added to the original Premises at any time or from time to time, whether by any
options under the Lease or otherwise, or to any portion of the original Premises or any additions
thereto in the event of a renewal or extension of the original Lease Term of this Lease, whether
by any options under the Lease or otherwise, unless expressly so provided in the Lease or any
amendment or supplemental thereto, - : :

) Tenant's Representative. Tenant has designated /;/M&HWI{?% /ﬁbfu its
sole representative with respect to the matters set forth in this Exhibit, who, until further mﬁzc to
Landlord, shall have full authority and responsibility to act on behalf of the Tenant as required in
this Exhibit.

(o) Landlord's Representative, Landlord has designated as its
sole representative with respect to the matters set forth in this Exhibit, who, until further notice to
Tenant, shall have full authority and responsibility to act on behalf of the Landlord as required in
this Exhibit.

3] Tenant's Default. |f Tenant has been in default under the Lease or any provision
of this Exhibit at any time, then, in addition to all other rights and remedies granted to Landlord
pursuant to this Lease, Landlord shall have the right to terminate the Tenant Improvements.

®) Tenant's Failure to Pay. Failure by Tcnant to pay any sums described in this
Exhibit in full within ten (10) days after receipt of an invoice for such sums shall constitute a
material breach of this Lease by Tenant, giving rise to all remedies available to Landlord under
this Lease and at law for nonpayment of rent.

() Defects. Notwithstanding anything to the contrary in the Lease, Landlord shall
have no responsibility to Tenant or its assignees or subtenants for any defects in construction, for
any defect or failure attributable to any design professional, or for failure of the Tenant
Improvements to comply with any restrictions or applicable laws.

(i) Ownership of Tenant Improvements, Fixtures. All improvements to the
Premises made pursuant to this Exhibit, whether paid for by Landlord or Tenant, shall be at all
times the property of Landlord. Such improvements shall not be trade fixtures and shall not be
removable by Tenant, notwithstanding Tenant's obligation to pay insurance premiums, ad
valorem taxes or installation costs attributable to such improvements. All fixtures, excepting
trade fixtures, attached to the Building by the Tenant shall revert to and become the absolute
property of the Landlord, unless Landlord, in its sole discretion, agrees in writing at the
termination of this Lease to allow Tenant to remove such fixtures. If Tenant removes any
fixture, Tenant shall bear all costs of restoring the Premises to ils condition prior to the
installment of such fixture. Landlord shall incur no liability for improvements to the Premises as
a consequence of such fixture acceding to the Building.
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SECOND AMENDMENT TO RESTATED LEASE AGREEMENT

THIS SECOND AMENDMENT TO RESTATED LEASE AGREEMENT
(“Second Amendment”) is dated as of _<Jhn@ Q?I. , 2011 between WINDROSE TSM I
PROPERTIES, LLC, a limited liability company organized under the laws of the State of
Delaware (“Landlord™), and TENN SM, LLC, a limited liability company organized under the
laws of the State of Tennessee (“Tenant™).

RECITALS

A, Tenant entered into that certain Restated Lease Agreement dated as of
October 1, 2004, as amended by a First Amendment to Restated Lease Agreement dated October
31, 2008 (“Lease”), whereby Sports Docs, LLC, a Tennessee limited liability company, leased to
Tenant Suite 110 in the office building located at 5002 Crossing Circle, Mt. Juliet, Tennessee
(“Premises”™).

B. Landlord is the successor in interest of Sports Dacs, LLC.,

C. Landlord and Tenant desire to amend and modify the Lease to extend the
Term and to amend certain other terms and conditions of the Lease as set forth herein.

NOW, THEREFORE, in consideration of the foregoing recitals and for other
good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged,
the parties hereto agree as follows.

1. Definitions. Any capitalized terms not defined in this Second Amendment
shall have the meaning set forth in the Lease.
2, Term. Section 2 of the Lease is hereby amended to read in its entirety as
follows:
2 Term. The term of this Lease (the “Lease Term™)

commenced on December 1, 2005 (“Lease Term Commencement
Date”), and shall continue through November 30, 2016.

4. Extension of Term. Section 3 of the Lease is hereby amended to read in
its entirety as follows:

So long as Tenant is not in default under the terms and
conditions of this Lease, both at the time of the exercise of this
option to renew and at the expiration of the then effective Term of
this Lease, Tenant shall have two (2) consecutive options to extend
the Term of this Lease for an additional term of five (5) years each,
(each an “Extended Term”). The Extended Term shall be on and
subject to the same terms, covenants and conditions as herein
contained, except for Base Rent, which shall be determined as
hereinafter provided. The option shall be exercised only by written
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notice from Tenant to Landlord and given no less than six (6)
months prior to the expiration of the then effective Term. Annual
Base Rent per rentable square foot for an Extended Term which
shall be increased to the fair market rental rate in the Mt. Juliet,
Tennessee area (“Fair Market Rental Rate”). If this Lease is
extended, then Lease Term shall include any such extended period.

If Landlord and Tenant are unable to agree on the Fair Market
Rental Rate for the Extended Term within thirty (30) days of
receipt by Landlord of the extension notice for the Extended Term,
Landlord and Tenant each, at its cost and by giving notice to the
- other party, shall appoint a competent and impartial commercial
real estate broker (hereinafter "Broker") with at least five (5) years'
full-time commercial real estate brokerage experience in the
geographical area of the Premises to set the Fair Market Rental
Rate for the Extended Term. If either Landlord or Tenant does not
appoint a Broker within ten (10) days after the other party has
given notice of the name of its Broker, the single Broker appointed
shall be the sole Broker and shall set the Fair Market Rental Rate
for the Extended Term. If two (2) Brokers are appointed by
Landlord and Tenant as stated in this paragraph, they shall meet
promptly and attempt to set the Fair Market Rental Rate. In
addition, if either of the first two (2) Brokers fails to submit their
opinion of the Fair Market Rental Rate within the time frames set
forth below, then the single Fair Market Rental Rate submitted
shall automatically be the initial monthly Base Rent for the
Extended Term and shall be binding upon Landlord and Tenant. If
the two (2) Brokers are unable to agree within twenty (20) days
after the second Broker has been appointed, they shall attempt to
select a third Broker, meeting the qualifications stated in this
paragraph within ten (10) days after the last day the two (2)
Brokers are given to set the Fair Market Rental Rate. If the two (2)
Brokers are unable to agree on the third Broker, either Landlord or
Tenant by giving ten (10) days' written notice to the other party,
can apply to the Presiding Judge of the Superior Court of the
county in which the Premises is located for the selection of a third
Broker who meets the qualifications stated in this paragraph.
Landlord and Tenant each shall bear one-half (1/2) of the cost of
appointing the third Broker and of paying the third Broker's fee.
The third Broker, however selected, shall be a person who has not
previously acted in any capacity for either Landlord or Tenant.
Within ten (10) days after the selection of the third Broker, both
Landlord and Tenant shall submit to the third Broker their Broker’s
determination of the Fair Market Rental Rate, Within twenty five
(25) days after the selection of the third Broker, the third Broker
shall select one of the two Fair Market Rental Rates submitted by
the first two Brokers as the Fair Market Rental Rate for the

SLK_TOL: #1842888v2 2



Extended Term. The determination of the Fair Market Rental Rate
by the third Broker shall be binding upon Landlord and Tenant.

5. Base Rent. Section 4 of the Lease is hereby amended to add the following
paragraph:

Commencing December 1, 2011, the Base Rent shall be
One Hundred Thirty-Eight Thousand Three Hundred Three and
12/100 Dollars ($138,303.12) payable in twelve (12) equal
monthly installments of Eleven Thousand Five Hundred Twenty-
Five and 26/100 Dollars ($11,525.26). Commencing December 1,
2012, Base Rent shall increase as set forth in this Section 4.

6. Utilities; Cleaning Services. The first two paragraphs of Section 11 shall
be amended to read in their entireties as follows:

The Tenant’s ventilation and air conditioning (“HVAC
System”) to the Premises has been constructed by Tenant to be
separate from the HVAC system of the Building. Landlord shall
install, at Landlord’s sole expense, separate utility sub-meters in
the Premises and Landlord shall invoice Tenant for all charges for
utilities that are separately metered. Landlord will contract for
utility services that are centrally metered and such expenses will be
included as part of Operating Expenses. Landlord reserves the
right to charge Tenant and other tenants of the Building applicable
costs with respect to usage of Building services and utilities at
times other than during standard business hours, on such basis as
Landlord may reasonably determine for the purpose of properly
allocating the costs of such services and utilities in accordance
with the usage thereof. In no event shall Landlord charge in excess
of the actual cost to Landlord of such utilities and services. For the
purpose of calculating Tenant’s Additional Rent, Landlord, in its
reasonable discretion, shall adjust electricity and janitorial costs
and expenses to include only those costs and expenses attributable
to the Common Area of the Property.

Landlord shall (i) maintain and repair the plumbing within
the Premises, except where a repair to same is needed as a result of
Tenant’s, its employees’ or invitees’ negligence or misuse; (ii) be
responsible for the removal of Tenant’s trash, but said trash shall
be placed by Tenant in its containers which shall be located within
the Premises; and (iii) maintain in good order and repair and in a
clean and orderly condition the roof, exterior walls and public
areas in the Building of which Premises are a part, together with
any parking area owned or leased by Landlord which is adjacent to
the Building. Landlord shall not be liable for failure to furnish, or
the stoppage or interruption of such services when such failure, or
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stoppage or interruption of services is caused by conditions beyond
the control of Landlord, or by accidents; repairs or strikes; nor
shall such failure, or stoppage or interruption of such services
constitute an eviction of Tenant or allow an abatement of Rent,
except only to the extent such an interruption or stoppage of
services continues for a period of five (5) consecutive days for
reasons other than the negligence or willful misconduct of Tenant
or force majeure, in which event Rent shall be abated to the extent
that is fair and reasonable under the circumstances.
Notwithstanding any of the provisions of this paragraph, Tenant
shall be responsible for the lawful removal and cost of removing
‘medical; special or infectious wastes from the Premises. Landlord
shall also provide the janitorial services as set forth in Schedule 1.

[ Commission. Upon execution of this Second Amendment, Landlord shall
pay a commission to Case Commercial Real Estate Partners in accordance with a separate
commission agreement.

8. Schedule 1. The Lease is hereby amended to add a new Schedule 1 as
set forth in the Schedule 1 attached hereto and made a part hereof.

9. Affirmation. Except as specifically modified by this Second Amendment,
the terms and provisions of the Lease are hereby affirmed and shall remain in full force and
effect.

10.  Binding Effect. This Second Amendment will be binding upon and inure
to the benefit of the successors and permitted assigns of Landlord and Tenant.

11.  Further Modification. The Lease may be further modified only by writing
signed by Landlord and Tenant.

12.  Counterparts. This Second Amendment may be executed in multiple
counterparts, each of which shall be deemed an original hereof, but all of which will constitute
one and the same document.

[THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOQF, Landlord and Tenant have executed this Second
Amendment as of the date first set forth above.

WINDROSE TSM I PROPERTIES, LL.C
a Delaware limited liability company

By: WMP TSM 1 Management, LLC

N W§ A
/

By:

TENN SM, LL.C

a Tennessee Mj‘]’.\m company
By:

Title: 1/4, fres et

THIS INSTRUMENT PREPARED BY:

Lindsey H. Milam, Esq.
Shumaker, Loop & Kendrick, LLP
1000 Jackson Street

Toledo, Ohio 43604-5573

SLK_TOL: #1842888v1



SCHEDULE 1

Janitorial Specifications
For
Tennessee Sports Medicine & Orthopaedics

Daily Services:

Vacuum carpeted areas.

Sweep and damp mop hard surface floors.

Empty waste containers and replace liners as necessary.

Spot clean partition glass.

Spot clean both sides of clear glass doors.

Dust file cabinet top surfaces.

Spot clean walls around switches, doorframes, and glass partitions.

Turn off lights and secure offices when completed.

Spot clean small carpet spots (a carpet spot consists of 3 inches round or smaller).
Note: areas consisting of more than 10 spots may require being shampooed and/or
extracted.

3P DOl HnO gl OSD) by

Weekly Services:
1. Clean both sides of clear glass doors.

2. Dust hard to reach areas. (Coat racks and the like)

Monthly Services:
1. Dust window blinds.
2. Corner vacuum hard to reach areas.

*Note;: Company papers or personal items on desks will not be removed or disturbed to
Clean.

SLK_TOL: #1563459v6
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Medicare Participation



June 1, 2009

TENN SM, LLC
12981 MEADOW VIEW
OLIVE BRANCH, MS 38654

DEAR TENN SM, LLC;

CIGNA Government Services
P.O, Box 25226
Nashville, TN 37202-5226

ROUD SH 05 2008

We are pleased to inform you that your Medicare enrollment application is epproved, Listed below iz the
Information reflecied In your Medicars enrollment record, including your National Provider Identifler (NPI) and

Provider Transaction Access Number (PTAN).

If you are an existing Medicare provider and currently do not submit claims electronically, or are new to the
Medicare program and plan on filing clalms olectronically, please contect our customer service department To start
billing the Medicare program, you must use your NPI on all Medicare claim submissions, Your PTAN is also
activated for use and will bo the required authentication eloment for all inquiries to customer service roprasentatives
(CSRs), written inquiry units and the Interactlve Voice Response (IVR) system for inguiries concomning claims
status, beneficiary eliglbility and to check status or other supplier related transactions, therofore keep your PTAN
secure. Because the PTAN s not considered a Medicaro legacy identifier, do not report this identifier to the
National Plan and Provider Enumeration System (NPPES) as an “other” provider identification number.

Please verlfy the accuracy of the Medicare Enrollment Information below, If the information is inaccurats, or if
you have questions, please call our customer service department at 866-824-8572,

Medicare Enrollment Information:

Individual Provider\Supplier name:
Individual Provider\Supplier NPIL;
Individual Provider\Supplier PTAN:
Group Provider\Supplier name:

DBA nams:
Group Provider\Supplier NPI:

Group Provider\Suppller PTAN:
Practice Location:

Speclalty:

You are enrolled as:
Effective Date:

An sffitle of Connecticnl G

N/A
N/A
N/A
TENN SM, LLC

N/A
1235395388

3287013

5001 CROSSING CIRCLE, STE, 110
MT, JULIRT, TN 37122-8471
Ambumory Surgleal Center
Parﬂclpatlng Provider

05/19/2009

Page | of 2
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You are required by regulations found at 42 CFR §424.516 to submit updates and changes to your enrolliment
information in accordance with specificd timeframes, Reportable changes include, but are not limited to changes in:
(1) legal business name (LBN)/tax identification number (TIN), (2) practice location, (3) ownership, (4)
authorized/delogated officials, (5) changes in payment Information such as changes In electronic funds transfer
information, and (6) final adverse legal actlons, including felony convictions, license suspensions or revocations of
a health care license, an exclusion or debarment from participation in Federal or State health care program, or a
Medlcare revocation by a different Medicare contractor,

Providers billing Medicars are subject to random, post-payment roviews under the comprehensive Error Rate
Testing (CERT) program. These reviews determine if claims ave filed and paid in compliance with Medicare

coverage, coding and billing rules. Providers can leam further about this program by visiting the Centers for
Medicare and Medicald Services website at: http:/www.cms.hhs.gov/CERT.

Please visit our website at www.cighagovernmentservices.com for additional information about the Medicare
prograt, Including billing, fec schedules, and Medicare policies and rogulations, Information Is also available &t
the Centers for Medicate and Medicald Services' (CMS) Web site at www.cms.hhs,gov/home/medicare.asp,

Sincerely,

Provider Enrollment

Reference Number: 8502

Page 2 of 2
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FAQs | Online Sales | Text Links Select
Language

Relax & Ride music cnySTIR
<

RTA Train Stations

MARTHA

HERMITAGE

R{{\;&!:ml;ﬂ e e LEBANON
: DONELSON &7

Riverfront Donelson
Station Station
Riverfront Donelson
Station is Station is
the & located at
destination 12705
station for 414 Lebanon
the Music T Pike. It is
City Star - directly

north of the intersection of Donelson Pike and
Bluefield Avenue and is adjacent to Fifty
Forward with direct access to the Park & Ride
lot from Donelson Pike. Route 6 Lebanon Pike
and Route 34 Opry Mills buses operated by the
Nashville MTA also serve the Park & Ride lot.
Approximately 230 parking spaces are

regional train. It is located at 108 1st Avenue
South in downtown Nashville at the foot of
Broadway, adjacent to the Flag Court and the
Shelby Street Pedestrian Bridge. The station
does not include parking facilities; however,
space is incorporated into the facility to
accommodate efficient connections between

regional rail and MTA bus services. provided.
Complimentary bus service is provided from

the station to nearby areas.

Hermitage Mt. Juliet
Station Station
Hermitage Mt. Juliet
Station is 4 Station is
located at located at
4121 22 East
Andrew Division
Jackson W Street.
Parkway. Approxima



It is directly off of Andrew Jackson Parkway  tely 220 parking spaces are provided and has
near Old Hickory Boulevard. Route 6 Lebanon direct access from Division Street.

Pike buses operated by the Nashville MTA also

serve the Park & Ride lot. Approximately 280

parking spaces are provided.

Martha Lebanon
Station . Station
Martha | Lebanon
Station is W Station is
located at P the

65 Martha ' origination
Circle point for
(State the Music

Route 109 and Powell Grove Road) in Lebanon. City Star's East Corridor Regional Rail line. It is
It opened as a temporary station when Music  located at 334 W. Baddour Parkway. Early

City Star service first began due to pending morning train service begins here and makes
track realignment for improvements to stops at the other stations along the route before
Highway 109. Construction of the permanent  arriving at Riverfront Station in downtown
station began in December 2009 and was Nashville. Lebanon Station is located on an old
completed in February 2011. Approximately 74 factory site, which is bordered by Baddour
parking spaces are provided. Parkway, Greenwood Street and Hill Street.

Approximately 140 parking spaces are provided
with direct access off of Baddour Parkway.

Regional Transportation Authority of Middle Tennessee
430 Myatt Drive ~ Nashville, TN 37115  phone: (615) 862-8833  fax: (615) 862-6208
email: rta@nashville.goy

In association with (Tennessee Department of Transportation), (Federal Transit
Administration), and (Nashville Area Metropolitan Planning Organization)
RTA isa and a

©2011-2016 Regional Transportation Authority of Middle Tennessee
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Service Area Map

[ Service Area Counties

[l Service Area Zip Codes
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Avg Est. Avg
Commercial Commercial Medicare
CPT Description ASC HOPD Medicare HOPD

42826 Removal of tonsils S 2,767 $ 3,432 | § 855 S 1,946
42820 Remove tonsils and adenoids $ 2,568 $ 3,185 | S 855 § 1,946
69436 Create eardrum opening $ 1,792 § 2,222 | $ 855 § 1,267
49505 Prp i/hern init reduc >5 yr $ 2,719 § 3,371 |$ 1,382 § 2,675
58671 Laparoscopy tubal block $ 2,987 § 3,74 |5 1,902 § 3,779
36561 Insert tunneled cv cath $ 2,367 § 2935 |$ 1,188 S 2,236
45378 Diagnostic colonoscopy $ 1,607 S 1,992 | $ 398 § 790
43239 Upper gi endoscopy biopsy $ 1,607 $ 1,992 | § 394 § 746
59820 Care of miscarriage $ 2,397 § 2,972 | $ 984 S 1,846
58671 Laparoscopy tubal block $ 2,987 § 3,704 | S 1,902 § 3,779
58558 Hysteroscopy biopsy $ 1,954 $ 2,423 | § 984 S§ 1,846
15823 Revision of upper eyelid S 2,302 $ 2,85 | $ 746 § 1,407
66984 Cataract surg w/iol 1 stage S 3,258 $ 4,041 | § 923 § 1,753
64721 Carpal tunnel surgery $ 1,768 $ 2,193|$ 736 § 1,384
29881 Knee arthrascopy/surgery $ 2,719 $ 3,371 |$ 1,267 § 2,152
28080 Removal of foot lesion S 1,954 § 2,423 | § 770 $ 1,744
28296 Correction of bunion 1 2,403 $ 2,980 | S 1,267 § 2,676
28285 Repair of hammertoe S 2,197 § 2,725 | § 770 § 1,744
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Service Area TennCare Population

July 2016
TennCare 2016
Service Area Counties Enrollees | Population| % Enrolled
Wilson 20,067 129,094 15.5%
Davidson 154,343 680,427 22.7%
Rutherford 52,654 318,638 16.5%
Total SA 227,064 1,128,169 20.1%

Sources: Tennessee Department of Health, Division of Policy, Planning
and Assessment; Bureau of TennCare
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ED HAGERTY CITY OF MT. JULIET CoMMISSIONERS

MAYOR
JAMES MANESS BRIAN ABSTON
VICE-MAYOR ART GILES
RAY JUSTICE
KENNY MARTIN
Crry MANAGER

Tennessee Health Services and Development Agency
Attention: Melanie Hill

502 Deaderick Street, Andrew Jackson 8ldg., 9th Floor
Nashville, TN 37243

Dear Ms. Hill:

| am writing to give my support for CON application and the expansion of Providence Surgery Center in
Mt. Juliet, Tennessee to make it a multi-specialty center with both Orthopedics/Pain and ENT.

Mt. Juliet is one of the fastest growing cities in the state and was recently recognized 16™ on the list of
Boom Towns in the nation. Mt. Juliet was the only Tennessee City listed in the top 16. Just recently both
Under Armour and Fed-Ex opened brand new state of the art facilities in Mt. Juliet. Both will employ
hundreds and eventually thousands of employees and Under Armour is now considering a second
facility in MJ as well. These facilities range from 1.1 million square feet to 500k square feet and the
growth doesn't stop with residential, warehouse, manufacturing and distribution.

Mt. Juliet is also growing its Class-A office operations and its retail base as well. Mt. Juliet could soon see
another 200k square feet of new retail space added over the next twelve months and the addition of
five big box retailers and several junior anchors.

We are a hlessed close knit family oriented and proud community focused on family and enhanced
quality of life and service for our citizens. As such, it is our desire to enhance services on every level for
our citizens in every way we can. Mt. Juliet’s current growth rate is approximately 18 percent with the
national average being 4 percent. So as you can tell Mt. Juliet is rapidly growing. As we speak multiple
new subdivisions are being built in our great city, while more have made application to our regional
planning commission.

There are literally hundreds of new citizens moving into our community monthly and there are no signs
the positive and welcomed growth is going to slow anytime soon. That growth brings the need to grow
the services and conveniences our citizens not only want and desire, but services and conveniences they
deserve and need.

As the Mayor of Mt. Juliet | respectfully request consideration and support of this Certificate of Need
Application for Pravidence Surgery Center in Mt. Juliet, Tennessee. If approved, this multi-specialty
center CON would enable Dr. Kaelin and his wonderful staff to better serve and meet the ongoing needs
of Mt. Juliet, Tennessee, and Wilson County.

Respectfully and Sincerely,
L g
Mayor Ed ge;}/

P.O. BoX 256 * MT. JULIET, TN 37121 » (615) 7542552 *» FAX (815) 7545742



" Lebanon Office Gallatin Office

Regional ENT 206A Babb Or. 300 Steam Plant R, Ste 450

Lebanon, TN 37087 Gallatin, TN 37066

.A S SO C I AT E S ’ PC Office: (615) 444-6667 Office: (615) 452-6100

EAR, NOSE & THROAT SPECIALISTS Fax: (615) 444-7772 Fax: (615) 444-7058
John L. Tate, m.p. Leslie Allen, Fnp-c

Tennessee Health Services And Development Agency
Attn: Melanie Hill

502 Deaderick Street, Andrew Jackson Bldg., 9th Floor
Nashville, TN 37243

Dear Ms. Hill:

It is my pleasure to write a letter supporting the expansion to multi-specialty of Providence Surgery
Center in Mt. Juliet, Tennessee. As a practicing Otolaryngologist, the addition of these services is
needed in the community and will better meet the ongoing needs of Wilson County. Significant growth
is occurring with several entities moving business operations to the Wilson County/Mt Juliet area.

This expansion will have a positive effect on my practice, and physicians and patients in surrounding
communities. The majority of my procedures, which are comprised of the removal of tonsils and
adenoids and ear tubes, do not require a hospital stay, and due to the inconvenience and higher
infection rates of hospitals | prefer an ambulatory surgery center for these cases. Providence Surgery
Center is accredited by The Joint Commission, Medicare certified, and is fully licensed by the state of
Tennessee. Performing my cases at the Providence Surgery Center will also provide my patients lower
out of pocket costs. For example, a tonsillectomy costs $2,767 at an ASC versus 53,432 at an HOPD. The
facility offers a high nurse to patient ratio, low infection rates, patient safety, and a 100% patient
satisfaction rating, all paramount to a positive patient and physician experience.

The expansion will improve access for patients and physicians in the rapidly growing areas in Wilson
County and neighboring communities. 1 can’t emphasize enough the positive impact on my practice’s
ability to maximize my efficiency while allowing greater convenience and choice for my patients.

| am excited and encouraged by the opportunity it affords physicians, the community and the overall
health and well-being of the residents of Wilson County.

FAR

Sincerel

n Tate, MD

Specializing in Ear, Nose & Throat, Facial Surgery & Allergies « www.RegionalENT.com



Foot Care of Lebanon (615) 453-5440
100 Physicians Way, Suite 210 Toll-Free 1-888-354-5440
Lebanon, TN 37090 Fax 615-453-5441

Tennessee Health Services And Development Agency
Attn: Melanie Hill

502 Deaderick Street, Andrew Jackson Bldg., 9 Floor
Nashville, TN 37243

Dear Ms. Hill:

it is my pleasure to write a letter supporting the expansion to multi-specialty of Providence
Surgery Center in Mt. Juliet, Tennessee. As a practicing Podiatrist, the addition of these services
is needed in the community and will better meet the ongoing needs of Wilson County, as there is
significant growth occurring with several entities moving business operations to the Wilson
County/Mt Jullet area.

This expansion will have a positive effect on my practice, physicians and patients in the
surrounding communities. The majority of my procedures, which varies from amputations to
bone surgeries of the foot, do not require a hospital stay and due to the inconvenience and
higher infection rates of hospitals, | prefer an Ambulatory Surgery Center for these cases.
Providence Surgery Center is accredited by The Joint Commission, Medicare Certified and is fully
licensed by the state of Tennessee. The facility offers a high nurse to patient ration, low infection
rates, patient safety, and a 100% patient satisfaction rating which all paramount to a positive
patient and physician experience.

The expansion will improve access for patients and physicians in the rapidly growing areas in
Wilson County and neighboring commuriities. | cannot emphasize eénough the positive impact
on my practice’s ability to maximize my efficiency. Not only will performing my cases at the
Providence Surgery Center will lower the out of pocket for my patients, but it will allow greater
convenience and choice for my patients.

| am excited and encouraged by the opportunity it affords physicians, the community and the
overall health and well-being of the residents of Wilson County.

Yong S. Suh, D.P.M., ABPS

YONG SUH, D.PM., FACFAS




' Saint Thomas Heart

www.saintthomasheart.com

LEBANON o MT. JULIET

ROBERT C. WOODS, M.D.
ANDRE C. OLIVIER, M.D.

Tennessee Health Services and Development Agency
Attn: Melanie Hill
502 Deaderick Street, Andrew Jackson Bldg., 9th Floor

Nashville, TN 37243
l
Dear Ms. Hill:

I am‘writing to voice my support for the expansion of Providence Surgery Center in Mt. Juliet, Tennessee
to a multi-specialty center. As Mt. Juliet's only Cardiologist, having a safe and convenient location for
outpatient surgical procedures would be beneficial to my patients.

As it stands, | have to do procedures such as electrical cardioversions, pacemaker generator change-outs
and loop recorder implantations in the hospital setting. These facilities are miles away from my office,
often inconvenient to my patients and pose a higher financial burden to my patients. These procedures
are Llsually less than 30 minutes in duration.

As you know, Mt. Juliet is one of the fastest growing communities in the state and the country. We are
bracing for continued growth in the Providence area with the addition of several large corporations like
Fed EX, Amazon and Under Armor. The new home/apartment construction rate is very high. There are
currently no hospitals in Mt. Juliet. Healthcare availability must keep pace with population growth.

This expansion will have a positive effect on my practice and improve access for my patients. !t will
allow me to maximize my efficiency while allowing greater convenience and choice for my patients.
Other benefits of an ambulatory surgery center over a traditional hospital include a higher nurse to
patient ratio, lower infection rates, cost savings and higher patient satisfaction.

| am excited and encouraged by Providence Surgery Center's expansion efforts. | believe it will positively
impact the overall health and well-being of the residents of Wilson County.

Sincerely,
I

.

s
Andre C. Olivier, MD

Lebanon 100 Physicians Way ¢ Suite 300 4 Lebanon, Tennessee 37090 ¢ 615.449.6868 & Fax 615.449.7184
Mt. Juliet 5002 Crossing Circle ¢ Suite 310 & Mt. Juliet, Tennessee 37122 ¢ 615.758.7311 o Fax 615.758.7363
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-I- Saint Thomas

Health United Surgical Partners

I' NTERNATI ONAIL

August 11, 2016

Melanie Hill, Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9th Floor

502 Deaderick Street

Nashville, TN 37243

RE: Certificate of Need Application — Providence Surgery Center
Dear Ms. Hill:

Providence Surgery Center is a member of the network of facilities partially owned by Saint
Thomas/USP Surgery Centers, LLC. Saint Thomas/USP Surgery Centers, LLC is a joint venture
between Saint Thomas Health and United Surgical Partners International (USPI) that owns
36.67% of Providence Surgery Center. This joint venture entity has a centralized cash
management program for managing and investing operating funds for this network of facilities.

This letter is to confirm that Saint Thomas/USP Surgery Centers, LLC has available funds to
cover the projected cost of $235,387 required to implement the project proposed for Providence
Surgery Center.

Thank you for your attention to this matter.

Sincerely,
Lisa R. Davis, CFO M. Corey Ridgway, ‘Warket President

Saint Thomas Health USPI
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Balance Sheet and Income Statement



Mt. Juliet, TN
Tennessee SM, LLC
Balance Sheet
May 2016
(in thousands)

May-16
ASSETS
Current assets
Cash and cash equivalents $15
Accounts receivable 250
Allowance for contractuals (19)
Allowance for bad debts (82)
Net accounts receivable 149
Inventories 44
Prepaid expenses and other current assets 20
Total current assets 228
Property, plant and equipment
Land 0
Buildings and improvements 1,181
Equipment 898
Furniture & fixtures 1
Accumulated depreciation (1,715)
Total property, plant and equipment 364
Other noncurrent assets
Total other noncurrent assets 0
Total assets $593
LIABILITIES AND CAPITAL
Current liabilities
Accounts payable $386
Due to/from affiliates 389
Accrued salaries and benefits 34
Short-term debt 0
Current portion of long-term debt 143
Other current liabilities 34
Total current liabilities 987
Noncurrent liabilities
Long-term debt 455
Total noncurrent liabilities 455
Partners'/members’' capital (849)
Total liabilities and capital $593
——

Unaudited - for internal use only



Mt. Juliet, TN
Tennessee SM, LLC
Income Statement
May 2016
(in thousands)

Last 12
months
REVENUE
Net revenue 1,638
EXPENSES
Personnel costs 414
Drugs and medical 727
Other Operating Expenses 460
Provision for bad debts 60
Lease and rent expense 178
Management fee expense 95
Total operating expenses 1,932
Depreciation expense 86
Interest expense (income) 34
Total non-operating expenses 120
Pretax income (loss) (414)
Income taxes 3
Net income (loss) ($417)
—_—

Unaudited - for internal use only
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Attachment C
Contribution to the Orderly Development of Health Care - 7.(b)

Accreditation



P The Joint Commission

January 15, 2016

Troy Damewood Joint Commission ID #: 485391
Administrator Program: Ambulatory Health Care
Providence Surgery Center Accreditation

5002 Crossings Circle, Suite 110 Accreditation Activity: Unannounced On site
Mount Juliet, TN 37122 ESC

Accreditation Activity Completed: 01/14/2016

Dear Mr. Damewood:

The Joint Commission would like to thank your organization for participating in the accreditation process. This
process is designed to help your organization continuously provide safe, high-quality care, treatment, and services
by identifying opportunities for improvement in your processes and helping you follow through on and
implement these improvements. We encourage you to use the accreditation process as a continuous standards
compliance and operational improvement tool.

The Joint Commission is granting your organization an accreditation decision of Accredited for all services
surveyed under the applicable manual(s) noted below:

Comprehensive Accreditation Manual for Ambulatory Health Care

This accreditation cycle is effective beginning June 17, 2015. The Joint Commission reserves the right to shorten
or lengthen the duration of the cycle; however, the certificate and cycle are customarily valid for up to 36 months.

Please visit Quality Check® on The Joint Commission web site for updated information related to your
accreditation decision.

We encourage you to share this accreditation decision with your organization’s appropriate staff, leadership, and
governing body. You may also want to inform the state or regional regulatory services, and the public you serve
of your organization’s accreditation decision.

Please be assured that The Joint Commission will keep the report confidential, except as required by law. To
ensure that The Joint Commission’s information about your organization is always accurate and current, our
policy requires that you inform us of any changes in the name or ownership of your organization or the health
care services you provide.

Sincerely,

Dok BUL,

Mark G.Pelletier, RN, MS
Chief Operating Officer

Division of Accreditation and Certification Operations



Attachment D

Copy of Published Public Notice
Letter of Intent



Tab 19



Attachment D

Copy of Published Public Notice



*AJuasy ayj AQ UD|103]|ddD St} JO UDHIDIIPISUND iy 0} Jojud
J0 J0 ADUSOY UBWAD[BAS(] PUD SaJJAJ3S UJD2H Ul Uiim Loy
+33100 UajilaM 31 4SO U0DI|IddD By} 250dd0 O] BUIYS|M uDsSIad
JaYi0 AUY (g) pUD {p3iNpayds A|jOUiBII0 S| UD[DIjjddD By} LM
|0 Bujl@aw AdSUaSy jUSLLHD|aAS PUD S3J|AJSS YJIO3H Pa|npayds
AlJDjNBaL 3y} 24043q SALP (G1) USBY4L UDYY JB4D) OU ADUBBY judW
-d0|8AS0 PUD S3D[ALSS UIIDBH SUl YIIM 80HOU UaLIIM D 3]i} SN
ugljody|ddn paaN jo 8jRdijliia) D es0oddo O) Bujusim uopNjlsul
80D Yiosy Auy () “(L){3)09L-L1-89 § "¥'D"1 04 Jubnsind fuaiu
-840}s BUIMO|i0) DY UDJUDD JSNU Jualu| 40 4a4la7) payslignd eyl
£bZLE 2assaVUA) 'A]|IAYSDN
j8adis ¥olIepDaq 105
400]4 Yyl ‘BUIPlING UOSHIDF Malpuy
AJUabBy juswidojaAs( PUD SADIAISS YiI0aH
-0} JUas 89 pinoYs
BujJoay JOJ Sjsanbad V1AM ‘PRIONPU0D 84 [joys Buldody Jjignd
BU|PUj<-1204 |D30| D ‘sal)J0d Pa}SIITIU| AG JSenbad usjiiam uodn
'SOCE-95Z-519 ‘61TLE NL 'SAYSON ‘YIJON 8nusAy Ulinod 7tz
'SHN1 g JABNDJL D paydoad agq ADW Oym ‘jundijddy 0} jesunod
~ps3 ‘ieBnDJ ] ¥ UDJAY S| [23|0Jd Siy} 4O} UOSISd 1ODJUOD BuL
‘9L0Z ‘SL ISn8nYy S| uoppdl|ddD 3y} Bulll jO 2,0p Pajod|oub Ayl
*2a07e07d A0 0] PAIOWIISE SU0 €5€0D 128[04d 1DJ0L “DLSY
Aljp)oads|jind D 40 jiod SO PIIDUBISAPS) BG |||M LIOOJ 8Inpad
-id SU0 PUO SWid0J DujoJado DMy BUjsiXa sl '§Ia{040 ey} 10 Jod
sy pesoyldnd ag |(a Juswdinbd |D3{paw Jojouwl op  TpRJIND
-84 §] UDYSNASUCD M3V JO udNoAOUBL ON  ("0D UOS||M) ITLE
‘ML CiBlinT Junow Ul OLL aiing 324D Bulssal) Eo0E |0 JUSY
AjDi3adsijfnws D 0} ‘S3JnNPad04d uiDd PUD Jipadouiio 0 pajiu]
S| Ydjym "DLSY BUISIXS 8y} O UOISISAUCD Bl Jo} pasp jO B0
-H42D D Jof uojiodjddDd UD sj|f O} Spusll| "Ju| ‘Bassauual d5n
tAQ peBouolll 39 0f PUD AUDAWO2 AL|IGD)| PSiLUl| jo adAl djysis
ARG YD YIS T WS LUsL SAQ P 'iapjatad ..L.vi ABjUED
juswuypel) [DiBJNE  AJOIDINQWD BUYS[X2 UuD ‘Jajusd AleBing
BoUBPLADI D//P 3T ‘WS UuaL 4ouy ‘AdupBy juslldojaasg pup
$32A435 UjjDaH 2} 40 S3INY By} puo b3S [a |091-L1-B9 § WL
Uil 8OUDPJODOD U] ‘Sajj4Dd Pajsadsiul [0 puo AdusBy jualido
-{3naQ puUD SSD]ALS UJ|D3H BY) 0f S210U {2140 IP|ACID O S| SIUL

© @33N 40 JAvIIdIL¥AD
'V 304 AddY OL LN3LNI 40O NOILYIIHILON
66296V 1000

@S 91020t 1SNDNV "AVASINGIM

“(eum ] [equa)) o 007y “wrd
00°T 18 9T0Z ‘97 1By U0 ‘A9 o IV 990212J00] PIE-3d Or6EHS
(156} Punygd ‘P WLy NowRoD 1§RELE I YRiML ‘pIRARInOE
[Emsapa] (0§ “ou] ‘FuLeemE 0710 H90BIRA 00°000° TS Aunemy )sodag
e[ “BI31000) ‘85012I0N ‘ALY S9SSIVORL ‘I{[IAYSEN ‘TORBIO0SEY B1010RNTC])
O[ITAYEEN 33SSIUUAL, 'IIIAYSEN ‘LI0JOBNUOY TEIIUSD) PAJBIIOISY !9055IUUAL,
“o|pAgEeN, ‘SInAEUY % TiRQ 93poq swooy ueid 9107 “0f ¥n3ny Kep
~gan, Q) (3w, [BHUD) WL, TesoT wrd 00:] UM ZOTI-EHTLE 298SITUL,
‘OTIIAYSEN ‘GnTRAY ST T BS0Y T1€ 0014 PIE (O o0y 0TARIU6Y) 9TI'E
wooy ‘quoN IR ooaﬁo.«nco ‘IoMO], I98S3TUL], SFRIZpollS Y WM IV
POAJIRY SPIE “S10T-10-H10/19€ "ON 19901 DES 9I8seuns], ‘Amo) Amey
EIqUIN|0)) ‘PRI [EUOTILLE sossouma], ‘s=ywpd[) A31UF pUB JVAH 19
Lonod - uopuUTELEIG-ON,  "parmbar aq
¥1 0] 93738 od posupdq] 3q 1SN alom 10
FESANNAL 0 AIVLS 0) 9qeded Y2390 s Jomgseo
Blag unjd “s1appiy o3 suononnsu] rod 1uBdisa woy
"smacyg wE[d 10 20770 5,JouBisa(] e SImemoop cUTWEXg
FIMOTI0] JO oM\ S 107 JORNTOY) [eIsman) 10] PIIIANT I8 SPIE

SAd JOJ INFINASILHAAAY

CO8SH | Iduysenysawer Mmarm
kO
% SHIANOILD NV

ysen 'y sawep

- I R6RGYLG LY/ BOSB 90
SHANO YU FLVILST 1Vl

sSuoiany |j
Wby uQ Auedoid o) sejil €'} peedold .
‘peoy [log o )87 ‘65 ¥XT 0} 1SOM ¥Z+ ‘eljIAysEN wold

_mcowomam_.__ MOA BB PUY INQ SAL( "Wnfwald m._.&:m %0l
‘sheg opl 8¢ souejed m;m»Oxmn umog 9

B 17 (g ST T

uanaadaa >l ._.q._d_n.._n.umw_._._._c..
N3349 3AVH "D3IS L3 L0LIE-5E
VoL 40 SLNIW3NINODIX
IDLLON IHL "(D) 0Lk "2'S'n
82 ANY 'Eerl-1-49 "V D'l 'ST¥L
‘SN 9% A8 A3AINDIY SV
AV ‘AL¥3d0Md IHL WIS
-3d 0L LHSIE S3ILILNID
TYLNIWNUIADD 378Y0
-I7dd¥ 77¥ 0L 123rdns 38
7M. 3TIVS SHL GNY ‘W3HL
OL N3IAID ONIZE S1 JdNS
-07123¥04 SIHL H0 3D110N
JHL N3HL 'INIWISILEIA
Qv 3IHL NI s3llyvd 43
-LSIUILN| SY Q3LsiT] AV
LNIWdOTIAIA J2u04
HYOM ANV ¥OogY1 dJO
ANIWLEYD3A IISSINNIL
40 =R AR FHL O
"SNN3A3Y 40 LNIWLldvd
-30 3ISSINNIL 40 FLVIS
IHL ‘3JIAN3S INNIAZY
TYNJILNI IAUNSYIYL
JHL 40 AINIWLNY
-3 "s$'n IHL di "ONITIE
FANLXId ANV JO ALIHOIEd
3HL OL g3LIWIT LON LNg
ONIGNION] ‘d313NaNOeD SI
VS JANSOTTIIU0LA SIHL
HOIHM ¥3ANN 1sndl d0
Q330 JHL FFAQ ALIHOINL
IAVL HDIHM SE3ILiYW #3
-H10 1V ONY SLN3IW3SY3
‘S3SYIT . SIDNVHEWNINZS
¥O SNIIT YOIMd ANY "ANY

4] ’SIXVL. alvdNn  ANY .

01 123rans si 37vS SIHL

“ID1440 dIIHL ¥0
(5)3a3isndl  3ANLILS8NS
/[S)33LsN¥L dO  ALIIEIS
NOJSTH/NOILVYLINISIUdIY
3HL LON

* '§3SVI

tal1g LIUHLIM NIvLa)
J0vid GaNv 3IWIL  ‘Ava
Y3IHLIONY OL 3ITVS 3HL
40 Ava 3IHL Ndnorav ol
QIAYISIAY St LHOIN 3IHL

‘13w
N339 IAVH 'DAS L3 0L1-§-5E
VO'L 4O SINIWIAINDIY
JDILON 3HL (D) 0LFZ "O'S'N
82 ANV ‘E€EPL-1-L9 "V'O'L ‘SZhL
2'S'N 9T A8 A3UINDIA SY
TV ‘ALy3d0dd IHL W33a
-3d 01 1HO1Y S3ILILINT
AVAINIWNAIIA0O 374v)
-17dd¥ 11v 0L 123rans 39
UM 3TVS IHL ANV ‘W3IHL
Ol N3AIO ONIZ8 S| 3¥NS
07103304 SIHL 40 3J11LON
FHL NIHL ‘LNIWISILAIA
Qv 3HL NI S3tLdvd 43
-LSJUILNI SV Q3LS17 Jdv
LNIWHO0T13IAIQ 30304
YoM ANV ¥08v1l  dH0
INIWLAYLIA IASSIMNIL
40 F1VIS IHL - o]
‘SNNIAIY J0 LNIWLEVd
-30 IISSINNIL JO JLWLS

IHL '3JAEIS INNIAIY
TYNYILNI TAENSYI¥L
FHL 40 IN3IWLAYd

2@ ‘s'n 3IHL d) aNfi
JANLXIS ANY 20 ALINOINd
SHL 0L G3LIWIT 16N 1nd
ONIGNTIINI ‘a3 LINANOD SI
37vS I¥NSOTIDIHOS4 SIHL
HOIHM ¥3AONN LSNHL 40
0330 SHL ¥3AC ALI¥OINd
33V HOIHM SNILIVW ¥3
“HLO 71V GNY SLNIW3SVS
SIINVHEWNINT
¥O SN3IT UOINd ANY ‘ANY
41 ‘S3XVL _ dIvdNn  ANY
OL 123rans S| IS SIHL

*3D1-440 ¥IZHL HO

_ULLIN|09 §50] 101 panujuo)

NVESSANNEL, HH]L.



Tab 20



Attachment D

Letter of Intent



TrRAUGER & TuxgE
ATTORNEYS AT LAW
THE SOUTHERN TURF BUILDING
222 FOURTH AVENUE NORTH
NasyvIiLLE, TENNESSEE 37219-2117 _ ;
TELEPHONE (61B) 256-8688 i
TELECOPIER (G616) 256-7444

August 10,2016

By hand delivery

Melanie M. Hill

Executive Director

Tennessee Health Services & Development Agency
Andrew Jackson Building, 9th Floor

502 Deaderick Street

Nashville, TN 37243

RE: Tenn SM, LLC d/b/a Providence Surgery Center ASTC Letter of Intent
Dear Ms. Hill:

Enclosed please find three originals and two copies of the Letter of Intent for the
referenced project on behalf of our client Tenn SM, LLC d/b/a Providence Surgery Center.
Publication of Intent was published in this morning’s Tennessean, which is a newspaper of
general circulation in Cheatham, Davidson, Dickson, Robertson, Rutherford, Sumner,
Williamson and Wilson Counties in Tennessee, and it is anticipated that the filing of the
certificate of need application will occur within five days. Please date stamp the two copies and
return them to me.

Very truly yours,

e

Byron R. Trauger
BRT:kmn

Enclosures




State of Tennessee
Health Services and Development Agency
Andrew Jackson Building, o™ Floor
502 Deaderick Street
Nashville, TN 37243 s
www.tn.qov/hsda Phone: 615-741-2364 Fax: 615-741-9884

LETTER OF INTENT
The Publication of Intent is to be published in the __lennessean ; which is a newspaper
——(are of N6Wspaper
of general circulation in VVilson, Davidson, Rutherford  , Tennessee, on or before 08/10 , 2016
{County) {Month / day) (Year)
for one day.
e s s s ms T T R R Rl St e i e e e T T T T TR Tl Bl Sl S R WS e

This is to provide official notice to the Health Services and Development Agency and all interested parties, in
f\hcctordance with T.C.A. § 68-11-1601 ef seq., and the Rules of the Health Services and Development Agency,
at:

Tenn SM. LLC d/b/a Providence Surgery Center, an existing ambulatory surgical treatment center (ASTC) provider,

{Name of Applicant) (Facllity Type-Exlsting)
owned by: Tenn SM, LLC with an ownership type of_limited liability company
and to be managed by: USP Tennessee. |nc, intends to file an application for a Certificate of

Need for the [PROJECT DESCRIPTION BEGINS HERE]: conversion of the existing ASTC, which is limited to orthopedic and
pain procedures, to a multispecialty ASTC at 5002 Crossing Circle, Suite 110 in Mount Juliet, TN, 37122

(Wilson Co.). No renovation or new construction is required. No major medical equipment will be purchased.

As a part of the project, the existing two operating rooms and one procedure room will be redesignated as a

part of a multispecialty ASTC. Total project costs are estimated to be $235,387.

The anticipated date of filing the application is: August 15, 2016.
The contact person for this project is Byron R. Trauger, Esaq. Counsel to Applicant
{Contact Name) (Tltle)
who may be reached at: Trauger & Tuke 222 Fourth Avenue North
(Company Name) (Address)
Nashville IN 37219 615 f2g§r-85§5
(Clty) {Stato) Zip Code) (Ar ber)
Cogps A AA  bri@tntlaw.net
ale (E-mall Address)

The Letter of Intent must be filed in triplicate and received between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File
this form at the following address:
Health Services and Development Agency
Andrew Jackson Bullding, 8" Floor
502 Deaderick Street
Nashville, Tennessee 37243

The published Letter of Intent must conteain the following statement pursuant to T.C.A. § 68-11-1807(c)(1). (A) Any health
care institution wishing to oppose a Certificate of Need application must file a written notice with the Health Services and
Development Agency no later than fifteen (15) days before the regularly scheduled Health Services and Development
Agency meeting at which the application is originally scheduled; and (B) Any other person wishing to oppose the
application must file written objection with the Health Services and Development Agency at or prior to the consideratlon of

— C— ——— S— e e — — — e ————i—————————e———— R i

HF51 (Revised 01/00/2013~allforms prior to this date are obsolete)




State of Tennessee

Health Services and Development Agency
Andrew Jackson, gt Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

September 1, 2016

Byron Trauger, Esq.
Trauger and Tuke

222 Fourth Avenue North
Nashville, TN 37219

RE:  Certificate of Need Application -- TN SM, LLC. d/b/a Providence Surgery Center -

CN1608-031

The conversion of an existing ambulatory surgical treatment center (ASTC), which is
limited to orthopedic and pain procedures, to a multi-specialty ASTC located at 5002
Crossing Circle, Suite 110, Mount Juliet, (Wilson County), TN 37122. The ASTC will
include two operating rooms and one procedure room that will be re-designated as part of
the proposed multi-specialty ASTC. The estimated project cost is $235,387.

Dear Mr. Trauger:

This is to acknowledge the receipt of supplemental information to your application for a
Certificate of Need. Please be advised that your application is now considered to be complete by
this office.

Your application is being forwarded to Trent Sansing at the Tennessee Department of Health for
Certificate of Need review by the Division of Policy, Planning and Assessment. You may be
contacted by Mr. Sansing or someone from his office for additional clarification while the
application is under review by the Department. Mr. Sansing’s contact information is
Trent.Sansing@tn.gov or 615-253-4702.

In accordance with Tennessee Code Annotated, §68-11-1607, et seq., as amended by Public
Chapter 780, the 60-day review cycle for this project will begin on September 1, 2016. The first
60 days of the cycle are assigned to the Department of Health, during which time a public hearing
may be held on your application. You will be contacted by a representative from this Agency to
establish the date, time and place of the hearing should one be requested. At the end of the 60-day
period, a written report from the Department of Health or its representative will be forwarded to
this office for Agency review. You will receive a copy of their findings. The Health Services and
Development Agency will review your application on December 14, 2016.



Mr. Trauger, Esq.
September 1, 2016
Page 2

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. § 68-11-1607(d):

(1)  No communications are permitted with the members of the agency once the Letter of
[ntent initiating the application process is filed with the agency. Communications
between agency members and agency staff shall not be prohibited. Any
communication received by an agency member from a person unrelated to the
applicant or party opposing the application shall be reported to the Executive Director
and a written summary of such communication shall be made part of the certificate of
need file.

(2) All communications between the contact person or legal counsel for the applicant and
the Executive Director or agency staff after an application is deemed complete and
placed in the review cycle are prohibited unless submitted in writing or confirmed in
writing and made part of the certificate of need application file. Communications for
the purposes of clarification of facts and issues that may arise after an application has
been deemed complete and initiated by the Executive Director or agency staff are not
prohibited.

Should you have questions or require additional information, please contact me.

Sincerely,

Melanie M. Hill
Executive Director

cC: Trent Sansing, TDH/Health Statistics, PPA



State of Tennessee

Health Services and Development Agency
Andrew Jackson, gt Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

MEMORANDUM

TO:

FROM:

DATE:

Trent Sansing, CON Director

Office of Policy, Planning and Assessment
Division of Health Statistics

Andrew Johnson Tower, 2nd Floor

710 James Robertson Parkway

Nashville, Tennessee 37243

Melanie M. l-iillE

Executive Director
September 1, 2016

Certificate of Need Application
TN SM, LLC. d/b/a Providence Surgery Center - CN1608-031

Please find enclosed an application for a Certificate of Need for the above-referenced project.

This application has undergone initial review by this office and has been deemed complete. It is
being forwarded to your agency for a sixty (60) day review period to begin on September 1, 2016
and end on November 1, 2016.

Should there be any questions regarding this application or the review cycle, please contact this

office.

Enclosure

Enclosure

cc: Byron Trauger, Esq.



TrRAUGER & TUKE
ATTORNEYS AT LAW
THE SOUTHERN TURF BUILDING
222 FOURTH AVENUE NORTH
NASHVILLE, TENNESSEE 37219-2117
TELEPHONE (6185) 256-8585
TELECOPIER (615) 256-7444

August 10, 2016

By hand delivery

Melanie M. Hill

Executive Director

Tennessee Health Services & Development Agency
Andrew Jackson Building, 9th Floor

502 Deaderick Street

Nashville, TN 37243

RE: Tenn SM, LLC d/b/a Providence Surgery Center ASTC Letter of Intent
Dear Ms. Hill:

Enclosed please find three originals and two copies of the Letter of Intent for the
referenced project on behalf of our client Tenn SM, LLC d/b/a Providence Surgery Center.
Publication of Intent was published in this morning’s Tennessean, which is a newspaper of
general circulation in Cheatham, Davidson, Dickson, Robertson, Rutherford, Sumner,
Williamson and Wilson Counties in Tennessee, and it is anticipated that the filing of the
certificate of need application will occur within five days. Please date stamp the two copies and
return them to me.

Very truly yours,

G~y

Byron R. Trauger
BRT:kmn

Enclosures



State of Tennessee

Health Services and Development Agency

Andrew Jackson Building, 9™ Floor

502 Deaderick Street

Nashville, TN 37243

www.tn.qov/hsda Phone: 615-741-2364 Fax: 615-741-9884

LETTER OF INTENT
The Publication of Intent is to be published in the __€NNessean which is a newspaper
{Name of Newspaper)
of general circulation in Wilson, Davidson, Rutherford , Tennessee, on or before 08/10 , 2016
(County) (Month / day) (Year)

for one day.

This is to provide official notice to the Health Services and Development Agency and all interested parties, in
accordance with T.C.A. § 68-11-1601 et seq., and the Rules of the Health Services and Development Agency,
that:

Tenn SM, LLC d/b/a Providence Surgery Center, an existing ambulatory surgical treatment center (ASTC) provider,

(Name of Applicant) (Facility Type-Existing)
owned by: Tenn SM. LLC with an ownership type of limited liability company
and to be managed by: USP Tennessee. Inc. intends to file an application for a Certificate of

Need for the [PROJECT DESCRIPTION BEGINS HERE]: conversion of the existing ASTC, which is limited to orthopedic and
pain procedures, to a multispecialty ASTC at 5002 Crossing Circle, Suite 110 in Mount Juliet, TN, 37122

(Wilson Co.). No renovation or new construction is required. No major medical equipment will be purchased.

As a part of the project, the existing two operating rooms and one procedure room will be redesignated as a

part of a multispecialty ASTC. Total project costs are estimated to be $235,387.

The anticipated date of filing the application is: August 15, 20186.
The contact person for this project is Byron R. Trauger, Esq. Counsel to Applicant
(Contact Name) (Title)
who may be reached at: [rauger & Tuke 222 Fourth Avenue North
(Company Name) (Address)
Nashville TN 37219 615 ;229—85%5
(City) (State) (Zip Code) (An ber)

% % éﬂ g7 szé brt@tntlaw.net
(Signature) & (Date) (E-mail Address)

The Letter of Intent must be filed in triplicate and received between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File
this form at the following address:

Health Services and Development Agency
Andrew Jackson Building, 9" Floor
502 Deaderick Street
Nashville, Tennessee 37243

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A) Any health
care institution wishing to oppose a Certificate of Need application must file a written notice with the Health Services and
Development Agency no later than fifteen (15) days before the regularly scheduled Health Services and Development
Agency meeting at which the application is originally scheduled; and (B) Any other person wishing to oppose the

HF51 (Revised 01/09/2013—allforms prior to this date are obsolete)
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THE August ‘26, 2016
STRATEGY 8:35 am
- HOUSE
Ptoatbere AAdbios

71 Vickery Street

Atlanta, Georgia 30075
Telephone 770-394-8465
Facsimile 770-394-5470
www.thestrategyhouse.net

August 26, 2016

Via Hand Delivery

Phillip Earhart, HSD Examiner

Health Services and Development Agency
Andrew Jackson Building, 9t Floor

502 Deaderick Street

Nashville, TN37243

RE: Certificate of Need Application CN1608-031
TN SM, LLC d/b/a Providence Surgery Center

Dear Mr. Earhart:

Thank you for your letter of August 19, 2016 requesting clarification or
additional discussion in regard to the CON application referenced above.
Responses are provided in triplicate by the requested deadline of 4:00 p.m.,
Friday, August 26, 2016.

1. Section B, (Project Description) Item 1

What type of surgeries will take place in the operating rooms and what
types of procedures will take place in the procedure rooms?

Response: Only pain procedures will take place in the procedure room
initially, with gastroenterology procedures potentially being added in the
future.  All other specialties (e.g., cardiology, general surgery,
obstetrics/ gynecology, otolaryngology/ENT, orthopedics, podiatry, etc.)
will use the operating rooms.

Please identify which hospitals that the surgeons expecting to use the
ASTC have admitting privileges. Will all the surgeons expected to utilize
the facility be able to follow their patients in the case of an emergency
transfer?
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Response: Yes, the medical staff bylaws require that all surgeons be able
to follow their patients in the case of an emergency transfer. As indicated
in Attachment 1, here, Providence Surgery Center (“PSC”) has a transfer
agreement with TriStar Summit Medical Center. According to Google
maps, the facilities are approximately a six mile drive apart via 1-40 or
Highway 265/ Central Pike.

It is noted TN Orthopedics, CN1605-019 will also be heard at the
December 2016 Agency meeting for the establishment a multi-specialty
ambulatory surgical treatment center located at 101 Physicians Way,
Lebanon, (Wilson County), TN 37090, and will include three operating
rooms and one procedure room. Is there a need for two multi-specialty
ASTCs in Wilson County?

Response: Providence Surgery Center has not opposed the project
referenced above. PSC is responding to a separate demand for services
expressed by area physicians, different from those supporting TN
Orthopedics.  Furthermore, PSC can complete its project without
constructing additional operating rooms or incurring significant capital
costs. Conversion of existing, quality resources to meet an area need is
highly efficient, cost effective and contributes to the orderly development
of health care.

2. Section B, Project Description Item III.A.(Plot Plan)

The plot plan is noted. Please provide a basic legible plot plan that
provides the size of the site (in acres), location of the structure on the site,
the location of the proposed construction, and the names of streets, roads,
highways that cross or border the site.

Response: Please see the basic plot plan in Attachment 2. The size of the
site (5.14 acres) is also found in Exhibit A-1 at Tab 5 of the original CON
application.
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3. Section B, Project Description, Item IV (Floor Plan)

The floor plan is noted. Please discuss any plans for areas designated as
future build-out areas.

Response: There are no plans at this time for future build-out areas. The
site is essentially landlocked. Adjacent imaging services are very
expensive to relocate if displaced by PSC.

4. Section C, Need Item 1(Specific Criteria ~ASTC) Item 1.

When does the applicant expect to meet 884 cases per operating room and
1,867 cases per procedure room?

Response: As indicated in the response to Question 9, below, PSC’s
projected operating room cases simply cannot be accommodated in a
single OR. In addition, two ORs are necessary for physician efficiency
(i.e., reduced downtime) between cases.

Simply adding ENT alone, as conservatively projected here, will more
than double historical OR cases. Other specialty physicians have
submitted their letters of support. Within one year, or two at the most,
these other specialties are expected to fully utilize the two existing ORs at
PSC.

As noted in the latest ASTC standards and criteria, a single procedure
room is considered a reasonable supplement to ASTC operating rooms
and may not always “meet the base guidelines contained here.” This is
expected to be the case with PSC’s facility. PSC’s procedure room was
originally approved for pain procedures as an adjunct to orthopedic
surgical procedures. This relationship has not and will not change.

It is noted on page 15 of the application case projections for Year One and
Year Two appear to be based solely on the addition of ENT physicians. If
so, why not just add that specialty (ENT) rather than apply for a multi-
specialty ASTC? Please explain.

Response: For many physicians and patients, the existing ASTC options
are in Nashville (Davidson County). Dr. Andre Olivier (cardiology) is a
prime example. Though his office is located across the hall from PSC, he
must take his surgical patients to Nashville. Not only is this inefficient for
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physicians, patients and families, but it also disrupts the continuity of
patient care. The demand projections presented in the CON application

were conservative to start.
from physicians practicing in specialties other than ENT.

5. Section C, Need Item 1(Specific Criteria ~ASTC) Item 2.

Please complete the following table for Year 2 of the proposed project

Additional support has been documented

Operating | Procedures | Procedures/ | Minutes | Average | Schedulable % of

Rooms Room Used | Turnaround | minutes* | Schedulable
Time Time Used

Operating 858 858 55,770 25,740 81,510 60.4%

Room #1 (@65) (@30)

Operating 857 857 55,705 25,710 81,415 60.3%

Room #2 (@65) (@30)

Procedure 334 334 10,020 5,010 15,030 11.1%

Room (@30) (@15)

Total

Surgical 2,049 683 121,495 56,460 177,955 43.9%

Suite

* defined as the summation of the minutes by each room available for scheduled cases

Example: 7:30 AM to 4:30 PM, 5 days per week, 50 weeks/ year, equates to 9
hrs/day X 60 min/hr = 540 minutes/day X 5 days/week = 2,700 minutes / week
X 50 weeks/year=135,000 schedulable minutes/room X the number of
rooms=surgical suite schedulable capacity

6. Section C, Need Item 1(Specific Criteria ~ASTC) Item 9

It is noted the table on page 23 reflects a total of 1,716 cases in Year Two

while the Projected Data Chart reflects 1,715 cases in Year Two.

clarify.

Please

Response: Page 23 has a slight rounding error. A revised page 23 is
provided in Attachment 3.
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7. Section C, Need Item 3

Please provide a map of the entire state of Tennessee on 8 72" x 11” sheet
of paper designating the applicant’s declared service area counties. Please
provide distinctive highlighting/ markings to readily differentiate the
service area counties from the other non- service area counties. Also,
please label the name of each county.

Response: An additional state/service area map is provided in
Attachment 4.

8. Section C, Need Item 5

For each of the surgeons expected to utilize the proposed surgery center
please identify for 2015 the locations where surgeries were performed and
the number of surgical cases at each facility.

Response: As the surgeons are not employees of PSC, the applicant does
not have access to this type of data. Furthermore, this information is not
reported in public databases such as the ASTC Joint Annual Report
(II]ARII).

The 2015 ASTC utilization table is noted. Please provide utilization for
each of the most recent three years of data available using the table below.
Response: Please see Attachment 5 for 2013 - 2015 ASTC utilization in
the applicant’s existing and proposed service area.

Please revise the table on page 29 by indicating if the listed ASTC's are

single specialty or multi-specialty and submit a replacement page.

Response: The type of ASTC is so noted on the replacement page. Please
see Attachment 3.
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9. Section C, Need Item 6
Please provide surgical case projections by specialty using the table below:
Specialty # of Yearl | Year1PR | Year2 | Year2PR
Surgeons | OR Cases Cases OR Cases Cases
Orthopedics 7 557 652
General
Surgery
ENT 4 623 729
Podiatry
OB/GYN
Plastic Surgery
Dental
Pain Mgmt. 2 286 334
Total 13 1,180 286 1,381 334
10. Section C, Economic Feasibility, Item 4. (Historical Data Chart)
Please indicate the type of utilization (cases, patients, etc.) data in Line A.
in the Historical Data chart.
Response: “Cases” are reported in both the Historical and Projected Data
charts.
The Historical Data Chart shows no Provision for Charity Care. Please
explain.
Response: The joint venture agreement with Saint Thomas Health has
provisions for charity care. Charity care has not been tracked well and is
included in the line item for bad debt instead.
11. Section C. Economic Feasibility Item 4 (Projected Data Chart)

The Projected Data Chart shows no Provision for Charity Care. Please
explain.

Response: The joint venture agreement with Saint Thomas Health has
provisions for charity care. Charity care has not been tracked well and,
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for consistency of reporting, is included in the line item for bad debt
instead.

There appears to be addition errors in the total operating expenses
columns in Year One and Year Two. Please revise and resubmit.

Response: Though the totals are correct, the operating expense subtotals
have been revised. Please see Attachment 3.

12. Section C. Economic Feasibility Item 5

There appears to be calculation errors in calculating the project’s average
gross charge, average deduction from operating revenue, and average net
charge for both the Historical and Projected Data Charts. Please revise.

Response: Calculations can be affected by the treatment of bad debt as
either a deduction or an expense. Revised calculations have been made
with bad debt as a deduction. Please see Attachment 3.

13. Section C. Economic Feasibility Item 7

What factors has contributed to an operating loss since 2014 for the
applicant.

Response: Due to the existing CON restrictions, namely surgical
specialties limited to orthopedics and pain only, PSC has suffered from
low volume and cannot meet all the ASTC demand in and around Mt.
Juliet.

In addition, ASTCs like PSC are reimbursed for services at lower rates
than comparable hospital HOPDs.

Removal of these surgical specialty restrictions, without constructing any
new facilities, will therefore enhance access to lower-cost ASTC services
for Medicare, TennCare and other payer groups.
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14. Section C. Economic Feasibility Item 10

Regarding the submitted Balance Sheet, please explain why current
liabilities in the amount of $987,000 exceed current assets of $228,000.

Response: Due to low volume and lower reimbursement rates, PSC has
had negative cash flow. These operating losses have been funded by both
Saint Thomas Health and USPI.

15. Section C. Contribution to Orderly Development Item 1

Please indicate if the applicant has transfer agreements with any hospitals
in the proposed service area.

Response: Yes, as indicated in Attachment 1, PSC has a transfer
agreement with TriStar Summit Medical Center. According to Google
maps, the facilities are approximately a six mile drive apart via I-40 or
Highway 265/ Central Pike.

16. Section C, Orderly Devglopment, Item 7.d

Please provide a copy of the applicant facility’s most recent licensure
survey, including any deficiencies cited, and a copy of the approved plan
of correction, if applicable.

Response: Please see Attachment 6 for a copy of The Joint Commission’s
unannounced inspection earlier this year with no deficiencies found. Also
included is the June 2016 Department of Health survey. Though several
deficiencies were immediately corrected, a few are awaiting final
Department sign-off of PSC’s plan of correction.

17. Project Completion Forecast Chart

The applicant projects an agency decision date of October 26, 2016 which
is incorrect. If deemed complete this month, this application will be
scheduled to be heard December 14, 2016. Please submit a revised Project
Completion Forecast Chart with the corrected dates.
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Response: The agency decision date has been revised. This affects the
project’s start date only slightly as no construction or renovation is
required to add other surgical specialties. Please see Attachment 3.

Thank you for the opportunity to present this supplemental information. A
signed affidavit is presented in Attachment 7.

Warm regards,

THE STRATEGY HOUSE, INC.

Robert M. Limyansky
Partner

attachments

cc: Corey Ridgway, Market President, USPI
Byron Trauger, Esq., Trauger & Tuke
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PATIENT TRANSFER AGREEMENT

THIS PATIENT TRANSFER AGREEMENT (“Agreement”) is made and
entered into by and between Tennessee Sports Medicine Surgery Center, LLC

(“Center”) and Summit Medical Center (Hospital).

HCufleatth Svices ot oo apmyy,
WHEREAS, Hospital operates to provide access to patient care for the
residents of its service area; and

WHEREAS, Center is established for the purpose of providing ambulatory
surgical care to residents of its service area; and

WHEREAS, Hospital and Center (the “Parties”) have determined to enter
into this Agreement in order to ensure continuity of care and treatment appropriate
to the needs of each patient and to facilitate the transfer of patients between the
respective Parties.

NOW THEREFORE, in consideration of the mutual covenants and
agreements herein contained, and for other valuable consideration, the receipt and
sufficiency of which is hereby acknowledged, Hospital and Center agree as follows:

1. TERM. The term of this Agreement be one (1) year, effective January 1, 2009
and ghall automatically renew for additional one (1) year terms on an annual
basis unless terminated as provided herein.

2. PURPOSE OF AGREEMENT. The purpose of this Agreement is to provide
for the orderly transfer of patients between Parties so as to facilitate the
provision of appropriate and efficient care to patients.

3. PATIENT TRANSFER. The need for transfer of a patient pursuant to this
Agreement shall be determined by the patient’s attending physician, When
such determination has been made and the consent of the patient or
individual acting on the patient’s behalf has been obtained, the transferring
physician shall contact the receiving Party and request acceptance of the
patient. Bach Party agrees to accept the patient as promptly as possible
provided that all conditions for transfer and admission are met and that it
has the medical staff personnel, equipment, financial resources, patient
services, and space to accommodate the patient. Prior to moving any patient,
the transferring Party must receive confirmation from the receiving Party
that it can accept the patient,

4. PROVISION OF INFORMATION TO EACH PARTY. REach Party shall
provide the other with the names and titles of persons authorized to initiate,
confirm, and accept the transfer of patients on itg behalf. The Parties agree to

720446.1
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provide each other information concerning the type of resources available and
the type of patients and health conditions that the receiving Party is able to
accept.

b. TRANSFER _CONSENT. The transferring Party shall be responsible for
obtaining consent to transfer from the patient or individual acting on the
patient’s behalf prior to transferring the patient.

6. UNSTABLE MEDICAL CONDITIONS. Except as hereafter provided, no
patient shall be transferred pursuant to this Agreement who is in unstable
condition,

An unstable patient may be transferred pursuant to this Agreement: (1) upon
the request of the patient, or individual acting on the patient’s behalf, after
the patient or representative has been advised of the services available at the
transferring Party and the risks/benefits of transfer; or, (2) upon written
certification by the transferring physician that the medical benefits
reasonably expected from the provision of appropriate medical treatment at
the receiving Party outweigh any increased risk to the patient.

The transferring Party shall make every reasonable effort commensurate
with staffing and facilities to stabilize the patient and minimize the risks to
the patient’s health.

{F MEDICAL RECORDS,. Each Party agrees to provide the other upon transfer,
or in the case of emergency transfer as promptly thereafter as posgible,
medical and administrative information including, where appropriate, the
following:

a. Patient's name, address, telephone number, age, and namé, address,
and telephone numbex of the next of kin;

b. History of the injury or illness necessitating the transfer, and, in the
case of an emergency condition, observations of signs or symptoms, and
the preliminary diagnosis, if any;

c. The written consent of the patient, or individual acting on the patient’s
behalf, to the transfer, or the written certification of the transferring
physician ag above described;

d. Condition upon transfer;
e. Vital signs at time of transfer;
f. Treatment provided to the patient prior to transfer including any

medications administered;

720445.1 2
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Laboratory and x-ray findings;

h. Fluids given, by type and volume, immediately prior to transfer;

1. Name, address, and phone number of physician transferring or
authorizing the transfer of the patient;

j. Name of physician/designee at receiving Party who has accepted the
transfer and to whom the patient is to be transferred and;

k, Name of physician/designee at receiving Party who has been contacted
about the Patient;

1. Patient’s third party billing information and

m, Any additional information required by this Agreement or any
applicable state regulation.

In the case of an emergency, particularly where the patient is
unstable, this information shall be provided by the most expeditious means
including telephonically, facsimile and, if reasonably possible, prior to or at
the time of the arrival of the patient at the receiving Party, to be followed as
soon as possible with originals or useable photocopies of the originals. Fach
Party further agrees that in the case of an emergency, or where the patient is
unstable, the patient will be accompanied by a member of the transferring
staff who will make themselves available to give verbal report and aide in
family support.

Each Party agrees to supplement the above information as necessary
for the proper care of the patient during transport and treatment following
transfer.

8. CONFIDENTIALITY. The Parties agree that all medical records of patients
undergoing transfer shall be treated as confidential so as to comply with all
state and federal laws, rules and regulations regarding the confidentiality of
patient records, In addition, each Party shall maintain the confidentiality of
patient identifiable information and shall not disclose such information to
third parties unless disclosure is agreed upon by both parties and consented
to by the patient or responsible person, or otherwise required by law. In the
event that the Health Insurance Portability and Accountability Act of 1996
(“HIPAA”) or regulations promulgated pursuant to HIPAA shall require
specific language to be inserted in this Agreement, the parties hereby agree
that this Agreement shall be deemed amended to the extent required by such
regulations on the effective date of such regulations.

720445.1 3
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9. PAYMENT FOR SERVICES. The patient is primarily responsible for
payment for care rendered by either Party. Each Party shall be responsible
only for collecting its own payment for services rendered to the patient. No
clause of this Agreement shall be construed to authorize either Party to look
to the other for payment for services rendered to a patient transferred
pursuant to this Agreement, except to the extent that such liability would
exist separate and apart from this Agreement,

10. TRANSPORTATION OF PATIENT. The transferring Party shall be
primarily responsible for providing or arranging for the transportation of the
patient and the appropriate care of the patient during transportation. The
receiving Party’s responsibility for patient care shall commence upon arrival
of the patient at the receiving Party. In the event that the receiving Party
utilizes its own transportation service or otherwise arranges to transport the
patient, then the receiving Party’s responsibility for the patient’s care shall
begin upon the receiving Party’s acceptance of the patient prior to transport.
Any patient transferred to Hospital shall be accompanied by a Center
registered nurse.

11. ADVERTISING AND PUBLIC RELATIONS. Neither Party shall use the
name of the other Party in any promotional or advertising material unless
review and approval of the intended advertisement shall first be obtained
from the other Party. Neither Party shall make any statements or
representations of any special relationship between them by virtue of this
Agreement or represent that a patient enjoys any benefit from this
Agreement which is not available at other facilities.

12. LIABILITY. Each Party shall be responsible for the acts and omissions of its
own management, employees, agents or independent contractors and shall
not be responsible for the acts and omissions of the management, employees,
agents or independent contractors of the other Party.

13. INSURANCE. Each Party, at its own expense shall secure and maintain, ox
cause to be secured and maintained, comprehensive general liability
insurance, professional liability insurance, and property damage insurance
covering itself and its management, employees, agents and independent
contractors providing minimum limits of iability as is usual and customary.

14. INDEPENDENT CONTRACTOR STATUS. Both Parties are independent

contractors. Neither Party is authorized or permitted to act as an agent or

" employee of the other. Nothing in this Agreement shall in any way alter the

control of the management, assets, and affairs of the respective Parties.

Neither Party, by virtue of this Agreement, assumes any liability for any

debts or obligations of either a financial or legal nature incurred by the other
Party to this Agreement.

720445.1 4
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15. TERMINATION OF AGREEMENT,
a. Voluntary Termination. This Agreement may be terminated by either

Party at any time, and for any reason, by giving thirty (80) days
written notice of its intention to withdraw from this Agreement, and by
ensuring the continuity of care to Patients who already are involved in
the transfer process. The terminating Party will be required to meet
its commitments under the Agreement to all patients for whom the
other Party has begun the transfer process in good faith.

b. Involuntary Termination. This Agreement shall be terminated
immediately upon the occurrence of any of the following:

i, Either Party is damaged to such an extent that its business is
terminated or temporarily interrupted to the extent that it
cannot accept or provide adequate care to patients;

ii.  Hither Party loses it license ox accreditation;

iii.  Either Party is no longer able to provide the service
contemplated by this Agreement;

iv.  Either Party is in default under any of the terms of this
Agreement.

16. NOTICE. Any notice required to be given under this Agreement shall be in
writing and shall be sent by certified mail, return receipt requested, postage
prepaid, to the Parties as follows:

To Hoapital: Summit Medical Center
5655 Frist Blvd
Hermitage, TN 87076

To Center: Tennessee Sports Medicine
Surgery Center, LLC
5002 Crossing Circle
Mt. Juliet, TN 37122

With a Copy to: HealthMark Partners, Inc.
40 Burton Hills Blvd
Suite 300
Nashville, TN 872156

720445.1 b
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17. FINANCIAL RECORDS — ACCESS. The Parties agree to retain and make
available upon request for a period of four (4) years after the furnishing of
such services as described in this contract, the contract, books, documents
and records which are necessary to certify the nature and extent of the cost
thereof when requested by the Secretary of Health and Human Services or
the Comptroller General, or any of their duly authorized representatives.

If the Parties carry out any duties of this contract through a subcontract with
a related organization valued at $10,000 or more over a 12 month period, the
subcontract shall also provide that the Secretary of Health and Human
Services or the Comptroller General may have access to the subcontract and
the subcontractor's books, documents and records necessary to verify the
costs of the subcontract for a period of four (4) years after the services have
been furnished.

This Provision relating to the above retention and production of documents ig
included because of possible application of Section 1895x(v)(1)(1) of the Social
Security Act to this Agreement. If this section should be found inapplicable,
then this clause shall be deemed to be inoperative and without force and
effect.

18. ASSIGNMENT. Either Party hereto without the express written consent of
the other Party shall not assign this Agreement in whole or in part; provided,
however, that either Party fully may assign this Agreement to any successor
in interest without the written consent of the other Party.

19. AMENDMENT. This agreement may be amended only by written agreement
signed by the Parties hereto.

20. GOVERNING LAW. This Agreement is made and entered into in the State
of Tennessee and shall be governed and construed in accordance with the
laws of the State of Tennessee and the United States of America.

21. AGREEMENT NOT EXCLUSIVE., This Agreement is not exclusive and
either Party is free to enter into such other and similar contracts with other
parties as they, in their sole discretion, shall deem necessary or desirable.
Nothing herein shall be construed as limiting the right of either Party to
refer or transfer any patients to any institution or facility and nothing herein
shall be construed as requiring or contemplating any compensation or
remuneration in any form between the Parties arising from, or related to, the
transfer or referral of any patient for any reason.

22. INVALID PROVISION. In the event that any portion of this Agreement
shall be determined to be invalid or unenforceable, the remainder of this
Agreement shall be deemed to continue to be binding upon the Parties hereto

720445.1 6
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in the same manner as if the invalid or unenforceable provision was not a
part of this Agreement.

WAIVER. No waiver or any terms or condition of this Agreement by either
Party shall be deemed in a continuing or further waiver of the same term or
condition or a waiver of any other term or condition of this Agreement.

ENTIRE AGREEMENT. This Agreement constitutes the entire agreement
between the Parties and contains all of the agreements between them with
respect to the subject matter thereof and supersedes any and all other
agreements, either oral or in writing, between the Parties hereto with respect
to the subject matter hereof,

BINDING AGREEMENT, This Agreement shall be binding upon the Parties
and their successors or assigns,

HEADINGS. The headings to the various sections of this Agreement have
been inserted for convenience only and shall not modify, define, limit, or
expand exproess provisions of this Agreement

IN WITNESS WHEREOF, The Parties have caused this Agreement to be executed
as of the day and year first above written.

Summit Medical Center

By: %&w—% Date: 7. 0%
Ruanving O

CaN—

Title: CQ\DA&}
)]

Uy
‘ Ut

Tennessee Sports Medicine Surgery Center, LLC

By:
Title:

il 3 :,gé_,@/ Date: )7/ 51(%/1\/}(
V P MunioelDl) '
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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). It 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.

s All three service area counties are federally-designated medically underserved
areas (“MUASs”) (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 1,715
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

Certificate of Need Application August 2016
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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

Single/Multi | Zip OR | OR Cases
County Specialty Code Facility Name ORs | Cases per OR
Davidson Single 37076 Associated Endoscopy 0 0 0
Multi 37211 Premier Orthopaedic Surg Cntr 2 2,165 1,083
Single 37211 Southern Endoscopy Center 0 0 0
Multi 37076 Summit Surgery Center 5 4,105 821
Single 37013 Tennessee Pain Surgery Center 1 1,514 1,514
Wilson Single 37090 Lebanon Endoscopy Center 0 0 0
Multi 37122 Providence Surgery Center 2 542 271
Single 37087 Wilson County Eye Surgery Center 1 987 987
Rutherford | Single 37130 Mid-State Endoscopy Center 0 0 0
Multi 37129 Middle TN Ambulatory Surg Center 6 5,837 973
Multi 37167 Physicians Pavillion Surgery Center 4 1,991 498
Single 37167 Spine and Pain Surgery Center, LLC 0 0 0
Multi 37129 Surgicare of Murfreesboro Med Clinic 3 4,034 1,345
Single 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.

o 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.

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—ldentify 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 $8,380, resulting in an average
net charge per case of $2,434 (with rounding).

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.

Certificate of Need Application August 2016
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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 (Cases) 790 662 692
B. Rewenue from Senices to Patients
M.  Inpatient Senices
21 Outpatient Senices $8,541,845 $6,859,277 $7,483,178
8.  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
M. Contractual Adjustments $6,216,658 $4,940,348 $5,733,228
2. Provsion 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
6.  Rent 147,692 161,818 174,035
Certificate of Need Application August 2016
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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

{0 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
Providence Surgery Center

SUPPLEMENTAL #1
August 26, 2016

8:38 am

109,392 101,095
0 7
137,988 134,197
169,640 224,696
45,304 38,407
$2,061,123 $1,959,047
(237,927) (274,125)
$141,775 $160,456
55,628 36,947
$197,403 $197,403
($435,330) ($471,528)

August 2016
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Give us information for the two (2) years following the completion of this proposal. The fiscal year

begins in January.

2017 2018
A. Utilization Data (Cases) 1,466 1,715
B. Rewenue from Senices to Patients
. Inpatient Senices
2. Outpatient Senices $15,727,969 $18,193,820
"3. Emergency Senices
4. Other Operating Revenue (Specify)
Gross Operating Revenue $15,727,969 $18,193,820
C. Deductions from Gross Operating Revenue
< Contractual Adjustments $12,332,604 $14,265,966
2. Provision for Charity Care 0 0
3. Provisions for Bad Debt 118,705 137,475
Total Deductions $12,451,309 $14,403,441
NET OPERATING REVENUE $3,276,660 $3,790,379
D. Operating Expenses
. Salaries and Wages $650,600 $663,612
2. Physician's Salaries and Wages
3. Supplies 1,296,090 1,322,012
3. Taxes 26,806 59,672
5. Depreciation 98,000 98,000
6. Rent 180,000 187,272
Certificate of Need Application August 2016
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7. Interest, other than Capital
'8 Management Fees:
a. Fees to Affiliates
b. Fees to Non-Affiliates
8. Other Expenses (Specify)
Anesthesia Expense
Purchased Senices
Utilities and Maintenance
Other Miscellaneous
Total Operating Expenses
E. Other Revenue (Expenses) — Net (Specify)
NET OPERATING INCOME (LOSS)
F. Capital Expenditures
1. Retirement of Principal
2. Interest

Total Capital Expenditures

NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES

Certificate of Need Application
Providence Surgery Center
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229,366 219,335
0 0
154,510 157,600
292,000 297,840
62,435 63,664
$2,989,807 $3,069,007
$286,853 $721,372
$183,858 $190,914
13,545 6,489
$197,403 $197,403
$89,450 $523,969

August 2016
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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 $8,380, resulting in an
average net charge per case of $2,434 (with rounding).

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. Its 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.

Certificate of Need Application August 2016
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PROJECT FORECAST COMPLETION CHART

Enter the Agency projected Initial Decision date, as published in T.C.A. § 68-11-160¢ 12/14/2016

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 senice 0 Jan-17
12. Final Architectural Certification of Payment N/A
13. Final Project Report Form (HF0055) 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.

Certificate of Need Application August 2016
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Providence Surgery Center
5002 Crossings Circle, Suite 110
Mount Juliet, TN 37122

Organization Identification Number: 485391
Unannounced On site ESC: 1/14/2016 - 1/14/2016
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Report Contents

Executive Summary
Requirements for Improvement

Observations noted within the Requirements for Improvement (RFI) section require follow up
through the Evidence of Standards Compliance (ESC) process. The timeframe assigned for
completion is due in either 45 or 60 days, depending upon whether the observation was noted
within a direct or indirect impact standard. The identified timeframes of submission for each
observation are found within the Requirements for Improvement Summary portion of the final
onsite survey report. If a follow-up survey is required, the unannounced visit will focus on the
requirements for improvement although other areas, if observed, could still become findings.
The time frame for performing the unannounced follow-up visit is dependent on the scope and
severity of the issues identified within the Requirements for Improvement.

Opportunities for Inprovement

Observations noted within the Opportunities for Improvement (OF1) section of the report
represent single instances of non-compliance noted under a C category Element of
Performance. Although these observations do not require official follow up through the
Evidence of Standards Compliance (ESC) process, they are included to provide your
organization with a robust analysis of all instances of non-compliance noted during survey.

Plan for Improvement

The Plan for Improvement (PFI) items were extracted from your Statement of Conditions™
(SOC) and represent all open and accepted PFls during this survey. The number of open and
accepted PFls does not impact your accreditation status, and is fully in sync with the self-
assessment process of the SOC. The implementation of Interim Life Safety Measures (ILSM)
must have been assessed for each PFI. The Projected Completion Date within each PFI
replaces the need for an individual ESC (Evidence of Standards Compliance) so the corrective
action must be achieved within six months of the Projected Completion Date. Future surveys will
review the completed history of these PFis.

Organization Identification Number: 485391 Page 2 of 6
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Executive Summary

Program(s) Survey Date(s)
Ambulatory Health Care Accreditation 01/14/2016-01/14/2016

As a result of the survey conducted on the above date(s), there are no survey findings identified.
Your official report will be posted to your organization’s confidential extranet site.

If you have any questions, please do not hesitate to contact your Account Executive.

Thank you for collaborating with The Joint Commission to improve the safety and quality of care
provided to patients.

Organization Identification Number: 485391 Page 30of 6



The Joint Commission SUPPLEMENTAL #1
August 26, 2016
8:38 am

Requirements for Improvement — Summary

Observations noted within the Requirements for Improvement (RFI) section require follow up through
the Evidence of Standards Compliance (ESC) process. The timeframe assigned for completion is due
in either 45 or 60 days, depending upon whether the observation was noted within a direct or indirect
impact standard. The identified timeframes of submission for each observation are found within the
Requirements for Improvement Summary portion of the final onsite survey report. If a follow-up
survey is required, the unannounced visit will focus on the requirements for improvement although
other areas, if observed, could still become findings. The time frame for performing the unannounced
follow-up visit is dependent on the scope and severity of the issues identified within the Requirements
for Improvement.

As a result of the accreditation activity conducted, there were no Requirements for Improvement
identified.

Organization Identification Number: 485391 Page 4 of 6
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Opportunities for Improvement — Summary

Observations noted within the Opportunities for Improvement (OFI) section of the report represent
single instances of non-compliance noted under a C category Element of Performance. Although
these observations do not require official follow up through the Evidence of Standards Compliance
(ESC) process, they are included to provide your organization with a robust analysis of all instances of
non-compliance noted during survey.

As aresult of the accreditation activity conducted, there were no Opportunities for Improvement
identified.

Organization Identification Number: 485391 Page 5 of 6
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Plan for Improvement - Summary

The Plan for Improvement (PFIl) items were extracted from your Statement of Conditions™ (SOC) and
represent all open and accepted PFls during this survey. The number of open and accepted PFls does
not impact your accreditation status, and is fully in sync with the self-assessment process of the SOC.
The implementation of Interim Life Safety Measures (ILSM) must have been assessed for each PFI.
The Projected Completion Date within each PFI replaces the need for an individual ESC (Evidence of
Standards Compliance) so the corrective action must be achieved within six months of the Projected
Completion Date. Future surveys will review the completed history of these PFls.

Number of PFls: 0

A full description of your organization's locked PFls can be found within the Statement of Conditions on
your organization's Joint Commission Connect Extranet and will be included in the final report which will
be posted to your organization’s extranet site.

Organization Identification Number: 485391 Page 6 of 6
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© July 12, 2016

Mr. Troy A. Damewoad, Administrator
Providence Surgery Center

5002 Crossing Circle, Suite 110

Mount Juliet, TN 37122

Provider Number: 44C0001169
Dear Mr. Damewood:

Enclosed is the Statement of Deficiencies developed as the result of
the survey conducted at Providence Surgery Center on june 27 - 29,
2016. '

In accordance with CFR Title 42 §488.28(b), you are requested to
submit a Plan of Correction within ten (10) calendar days after
receipt of this letter with acceptable time frames for correction of
the cited deficlencies. Your Plan of Correction is due in this office
by July 22, 2016, Corrective action should be achieved no later than
August 13, 2016, the 45th day from the date of the survey. Please
notify this office when these deficiencies are corrected. A revisit
may be conducted to verify compliance. Once corrective action is
.confirmed, a favorable recommendation for recertification will be
considered. '

Your POC must contain the following:

»  What corrective action(s) will be accomplished for those patients
found to have been affected by the deficient practice;

- Division of Health Licensure and Regudation « 7175 Strawberry Plainhs Pike *» Suite 103 »
" Knoxville, TN 37914 + Tel; 865-594-9396 « Fax: 865-594-5739 + tn.gov/health
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- How you will identify other patients having the potential to be
affected by the same deficlency practice and what corrective actlon
will be taken;

»  What measures wlll be put into place or what systemic changes
you will make to ensure that the deficlent practice does not recur;
and,

«  How the corrective action(s) will be monitored to ensure the
deficient practice will not recur; i.e., what qualcty assurance program
will be putinto place.

Please remember the administrator's signature and date signed
must be on the appropriate line at the bottom of form CMS 2567
Statement of Deficiencies/Plan of Correction, Please be advised that
under the disclosure of survey information provisions, the

‘Statement of Deficiencies will be available to the public.

Should you have any questions or if there Is any way this office may
be of assistance, please do not hesitate to call.

Sincerely,

Tamra Turberville, R.N.
Regional Administrator
East TN Health Care Facilities

TT:cvb
Enclosure



07/12/2016 TUE 14:53 FAX 8655942168 Dent of Health @o0é/ 018

SUPPLEMENTAL #1
August 26, 2R6:p: 07/062016

DEPARTMENT OF HEALTH AND HUMAN SERVICES

8:38 am FORM APPROVED
CENTERS FOR MEDICARE & MEDICAID SERVICES OMB NQ, 0938-0391
STATEMENT OF DEFIGIENCIES (X1) PROVIDER/SUPPLIER/CLIA (%2) MULTIPLE CONSTRUGTION ‘ (X3) DATE SURVEY
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(X4) 1D SUMMARY STATEMENT OF DEFIGIENCIES - V) PROVIDER'S PLAN OF CORRECTION (X6}

PROVIDENCE SURGERY CENTER

PREFIX (EAGH DEFIGIENGY MUST BE PRECEDED BY (fULL PREFIX {EACH CORRECTIVE ACTION SHOULD BE COMPLETION
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) TAG CROSS-REFERENCED YO THE APPROPRIATE DArE
R DEFICIENCY)
Q 105 | 416.44(c) EMERGENCY EQUIPMENT a1os| AN Expumed m eds “’7""’? 2 //‘//t,

: y ete Adémove
The ASC maedical staff and governing body of the A ‘/ :‘7&/ /’“ = S a
ASC coordinates, develops, and revises ASC ’[l m Srock ow J a//.smrm/ez/
policles and procedures to specify the types of a0 b Clovrea !
emergency equipment required for use in the A //'20/”’/”‘/- Wi ed
ASC' s operating room, The equipment must : Ve
meset the followlng requirements: C‘odof(/ffw’”” wll pay

) dicanons on 7 ay
(1) Be Immediately available for use during mé A
emergency situations. ' aﬁ calen don  mon ., @emove
(2).Be appropriate for the facility's patient £ /ﬂm—a’ ﬂ?e%c-anous An
populatlon, _ ;
(3) Be maintained by approprlate personnel. - A olbewm ot A ’.‘"//"’f 5 /
This STANDARD Is not met as evidenced by: - - 7ol
Based on review of facliily policy, abservation, oN //‘Nﬂriz,‘)c}/ Auas A”
and interview, the facility falled to ensure explred p Jiey Aeviewed wi 7L SR
intravenous fluids were not available for patient 9 / //
use, ; A/m,n{ IJ',—/?N??‘/Z- Wi ‘
The findinge included: /‘m. w /zs ONya rzy mowﬂ?bﬂm:r
Review of facility policy "Expired Medications" eonm, Iraw ce.
(1

dated 1/09, revealed “...the purpose of this policy
is to establish consistent guidelines to ensure that
the facility has a mechanism in place to remove
all expired medications from medication storage
areas Wwhere they may he administered to a
patient...once per month the medication nurse will
check all medications within the facllity for
expiration dates...once per month the consulting
pharmacist will check all medications for
expiration date..." '
Observation of the emergency cart oh 6/28/16 at
10:20 AM, In the Post Anaesthesia Care Unlt
(PACU), revealed the following expired
intravenous fluids: (3) 1000 mi {miiilliters) of 0.9
% Normal Saline (intravenous fluids) with an
W(‘I ) 500 cc bag of

———
: P AdpinseSpron
Any deficiency ataternent ending. with an esterlek () denoles a deflolenoy which the Institution may be excusad from correcling providing it Is detefminéd that
other safeguards provide sufficient protection to the patlents. (See Instructions.) Except for nursing homes, Lhe findings slated above are disclosable 90 days
following the date of survey whether or nol a plan of correclion I8 provided, For nursing homes, the abova findings and plans of cosractlon are disclosable 14
days following the date these documents are made available o the facility. If deficienclos are clied, an approved plan of corractlon Is requisite o conllnued
program partlcipation.
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- DEFICIENCY)
Q 105 | Continued From page 1 ) Q 105
Hetastarch (plasma volume expander) with an :
expiration date of 3/16. Further observation
revealed (1) 50 ml bottie of Ultrasound lubricant
with an explration date of 5/15.
Interview with the facility Administrator on 6/26/16
at 11:30-AM, in the PACU, confirmed the
Intravenous flulds were explred and were :
available for patlent use. ) )
Q 181 | 416.47(a) ORGANIZATION Q18] ds o F 7o ([4)/ Ae MR 22/t
The ASC must develop and malrtain a system for AAS noT been Jocared.
the proper collection, storage, and use of patient L
racords.. ' S74 /40 AN'&/ //y.r/cmmx ‘/
56/6('0(?7?6/ 70 /,)2}/?(.)( /c'é‘;?ﬂfz ,ﬂf
This STANDARD is not met as evidenced by: \thaare, A medienl eeconds
Based on medical record review and Interview, ' Anay beens
the faciilty failed to maintain a medical record for s:’ @i g /of B f" 4
1 palient record (#8) of 24 records raquested for S 71 arEd nad STt fas
review, éef)\/ edé/Mﬂ'L/ o use.
The findings included: /@//Il o 1SAATIA will mon ot
Upon entry into the facility on 6/27/16, medical )4 a1 &M/ é,;,,uef’ ﬂm/ ,‘0&?4{1%
record #4081 was requested along with 20 other / o 74
medical records for review. ﬁfanrr%/y Abe (7 % a”c?_,é 0
Interview with the Administrator on 6/29/16 at Aecouds. go fof 2usaed.
10:00 AM, in the breakroom, confirmed the
record could not be found for review.
Q 162 | 416.47(b) FORM AND CONTENT OF RECORD Q 162
The ASC must maintain a medical record for
each patient, Every record must be accurate,
legible, and promptly completed. Medlical records
must include at least the foliowing:
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(X4) ID SUMMARY STATEMENT OF DEFICIENGIES
PREF{X (EAGH DEFICIENCY MUST BE PRECEDED BY FJLL PREFIA (EACH CORRUCTIVE ACTION SHOULD GE COMPLETION
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Q 182 | Continued From page 2 Q 182 __,%’V(G&Jé’ a’/ /J/(?/ ot G

(1} Patient Identification.

(2) Significant medical histoty and results of
physical examination. ,

(3) Pre-operative diagnostic studies (entered
before surgery), if performad,

{4) Findings and techniques of the operation,
including a pathologist's report on all

lssues removed during surgery, except
those exempted by tha governing body,

(5) Any allergies and abnormal drug
reactions. \

(8) Entries related to anesthesia
administration.

(7) Documentation of properly executed
informed patlent consent. :

(8) Discharge diagnosls.
This STANDARD is not met as evidenced by:
Based on review of facliity policy, medical record
review, and interviaw, the facility falled to ensure
a verbal order was signed by the physician for 1
patient (#11) and falled to ensure the medical
record was complete for 1 patient (#1) of 20
patients reviewed.

The lindings included:

Review of the facility's Admission Policy, |ast
revised on 11/10, revealed *,..verbal orders wil be
slgned by the ordering physician..."

Medical record review revealed Patient #14 was
admitted to the facliity on 3/10/16 for a Carpsl
Tunnel Release and discharged from the faclity
the same day.

Medical record review of the Pre-Operative
Orders revealed the Registered Nurse (RN)
recelved a verbal order from the physician to
implement the pro-operative orders on 2/24/16 af |

/____.--
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PREFIX
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PREFIX
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DEFICIENCY)

LKS)
COMPLETION
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Q162

Q241

Continued From page 3

0.056 AM. Further review revealed the verbal order
was not signe\_d by the physlclan.

Interview with the facllity Administrator on 6/29/16
at 11:15 AM, in the break room, confirmed lhe
verbal order was not signed by the physcian.

Medical record review revealed Patient #1 was
admitted to the facillty on 6/26/16 for a Left
Lumbar 4-Sacral 1 Radiofrequency Ablation
(surgl¢al pain procedure) and was discharged the
same day.,

Medical record review of the Day Surgery
Post-Op orders and Progress Noltes with no date
or time, revealed no documentation of progress
notes, post-op orders, or discharge orders.

Interview with the facility Administrator on 6/29/16
at 11:15 AM, In the break room room, confirmed
there were no discharge orders or post-operative
notes written by the physlclan.

416.61(a) SANITARY ENVIRONMENT

The ASC must provide a functional and sanitary
environment for the provision of surgical services
by adhering to professionally acceptable
standards of practice.

This STANDARD is not met as evidenced by:
Based on observation, revisw of manufacturer's
recommendations, revigw of facllity poligy, and |
interview, the facllity failed to ensure the facility's

glucometer (device used to measure blood
glucose levels) was a medically approved device
for use on multiple patients; fafled to ensure
expired Intravenous fluids were not avallable for

Q162

Q241

HORM CM8.2567(02-99) Previous Verslons Obuslale
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DEPARTMENT OF HEALTH AND HUMAN SERVICES
CENTERS FOR MEDICARE & MEDRICAID SERVICES

STATI'MENT OF DEFICIENCIES {(X1) PROVIDER/SUPPLIER/CLIA {X2) MULTIPLE CONSTRUCTION (X3) DATE SURVEY
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: COMPLETED
A. BUILDING
44C0001169 B.WING __, 06/29/2016

NAME OF PROVIDER O SUPFLIER

PROVIDENCE SURGERY CENTER

STREET ADDRESS, CITY, STATE, ZIP CODE
6002 CROSSING CIRCLE SUITE 110
- MOUNT JULIET, TN 37122

control guidelines for the wearing of surgical
atlire; and falled to maintain a sanitary
environment for glove use,

The findings Incjuded:

Observation on 6/27/16 at 11:00 AM, In the
pre-operalive area, reveaied 1 blood glucose
monitor,

Review of the blood glucose monitor
manufacturer's recommendations revealed “,. the
[named blood glucose machineg] is Intended to be’
used by a sihgle persoh and should not be
shared...the system Is Intended to be used by a
single person and should not be shared..."
Furlher review revealed "...lhe meter and fancing
device should never be used by more than one
person. Do not share the.meter and lancing
device with anyone, including family member due
to the risk of infection from blood borne
pathogens. Do not use on multiple patlents,.."

Review of the faciiity's blood glucose monitoring
logs revealed the machine had been used the
previous day on a patient. Further review
raevealed Quality Assurance checks had been
performed each day the machine was used on a
patient.

Interview with the facillty's Adminlistrator on
6/27/16 at 11:15 AM, in the pre-operative area,
revealed "...we always use a single lancet device
on each patlent but the machine is used on any
patient for which a blood glucose level 1s
needed,.." Further intervliew confirmed the blood
glucose machine was used for all patients and
confirmed the manufacturer's recommendations

zom seaviee, é'//amrerez
ﬂ//ﬂw/é/ A wse J)/

healrbeqne /,ené.frabzu,e/.f

bus beew obraimed Py,
/c'd*cea{aze LOMJerénwe

//;é Leen jzyagmf/ ,/;v

St ranined ow Use.

FOR SOIK, Srareatens?
ont A /g ,44 ;@JW/ZA

IFORRM G#AS-2607(02-90) Pruvivus Versions Obsolste

Evenl IL: YP2011

(XN - SUMMARY STATEMENT OF DEFICIENCIES 1D PROVIDER'S PLAN OF CORRECTION (XF)
PREFX (EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX (EACH CORRECTIVE AGTION SHOULD B¢ COMPLETION
TAG REGULATORY OR LSG IDENTIFYING INFORMATION) TAG CROSS-REFERENCED TO THE APPROPRIATE LATD
DEFICIENCY)
Q 241 | Continued From page 4 Q 241 /\/on/- com,o //;er 5/00:/ /
patient use, failed to follow standard infection —_— lucose mont17or ggpyom/ 7/22/t
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I
Q 241 | Continued From page 5 . Q 241

revealed the machine was not to be used on
multiple patlents.

Observation on 6/28/16 at 11:00 AM, in the pain
procedure room, revealed (2) needles used for
epidural administration with an expiration date of
4/16. '

Interview with the facllity Administrator on 6/28/16
at 11:30 AM, In the PACU, confirmed the neeadles
were expired and were available for patient use,

Qbservation of the PACU on 6/28/16 at 11:13 AV,
revealed the dellvery person from the contracted
outside linen service delivering clean scrubs to
the changing rooms. Continued cbsarvation at
11:20 AM, revealed the dellvery person exited the
changing rooms weating gloves and carrying a
full ditty linen bag. Further observation revealed
the delivery person sat the dirty linen bag down
on the floor In front of the covered clean linen cart
and proceeded ta lift the cover of the clean linen
cart. Further observation revealed the contracted
delivery person was sorting and taking inventory.
for replacement linen touching the clean linen
with the dirty gloves,

Interview with the Administrator on 6/28/16 at
11:30 AM, in the PACU, confirmed the delivery
person was not to be wearing dirty gloves when
touching the clean linen, '

Review of facility pollcy "Surglcal Attire", last |
revised 4/12, reveaied "... head covers: the facility
center provides a varlety of paper head covers for
use in surgery and focated in the locker rooms...a
clean head cover is wora daily..."

Observation on 6/28/16 at 2:40 PM, in the men's

ﬁp/ﬂee/ supplies immedrarely
fémouea/ Aom _/‘Nve/v:rmy.
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SUMMARY STATEMENT OF DEFIC|ENCIES
(EACH DEFICIENCY MUST BE PRECEDED BY FULL
REGULATORY OR LSC IDENTIMYING INFORMATION)

(X4) 1D
PREFIX
TAG

1D
PREFIX
TaG

PROVIDER'S PLAN OF CORRECTION
(EACH CORRECTIVE ACTION SHOULD BE
CROSS-REFERENGED TO THE APPROPRIATE
DEFICIENCY)

{X5) .
COMPLETION
DATE

Q 241 | Continued From page 6

locker room, revegled a trash can with a surglcal
cap located in the trash can. Further observation
reveazled the Certified Surgical Technician (CST)
walked through the men's locker room, tool the
dirly surglcal cap out of the dirty trash can where
dirty shoe covers were located, placed the dirty
surgical cap on his head and walked into the
clean operative area where propet surgical attire
was requlired. Further observation revealed the
CST went Into the dirty contaminated equipment
room, cleaned the dirty solled equipment, and
then entered the sterile side with the same
surgical cap on the CST's head,

Interview with the CST on 6/28/16 at 3:00 PM, in
the break room, confirmed the CST took the used
dirty surgical cap from the clirty trash can and
placed the dirly cap on his head prior to entering
the operative area where proper surgical attire
was redguired,

Inferview with the facility's Administrator on
6/28/16 at 3:01 PM, in the break room, confirmed
the facility's policy for proper surgical atfire and
standard infection control guldelines was not
followed,

.Q 262 | 416.52(a)(2) PRE-SURGICAL ASSESSMENT
Upon admission, each palient must have a
pre-surgical assessment completed by a
physician or other quallfied practilioner in
accordance with applicable State health and
safety laws, standards of practice, and ASC policy
that includes, at a minimum, an updated medical
record entry documenting an examination for any
changes in the patlent's conditlon since
completion of the most recently documented
medical history and physlical assessment,

Doviewed policy  withs alt
.5'7?@740 refn 152 .fwzlfzca./
Ariee A‘NA/ INTR cTWon>
sowrnol. /m/éz(?m ZowTno

NURSE e V4 Mop 700

compliiapsce ane reponr
o~ f:j at” ffcaﬂﬂ:ﬂ/}/ /¢

Q 241 a1

mee 'f?Nj
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Q 262 |-Contlnued From page 7

including documentation of any aliergies to drugs
and biologicals.

i

This STANDARD Is not met as evidenced by:
Based on medical record review and interview,
the facllity failed to ensure a pre-procedure
assessment was completed prior to a surgical
intervention for 1 patient (#18) of 20 patients
reviewed. ‘

The findings Included:

Medical record review revealed Patlent #18 was
admitted to the facllity on 6/2/16 for a Right Ankla
Distal Flbula Open Reduction Internal Fixation
(ORIF) and was discharged the same day.

Medical record review of the pre-pracedure
History and Physical dated 6/2/16 revealed the
physliclan signed the assessment but no date or
time was documented to Indicate when the
assessement was performed., '

Interview with the facility Adminlstrator on 6/29/16
at 11:15 AM, in the break room, confirrned the
physician failed to document a time or date to
indicate .when the pre-pracedure assessment was
performed,

Q 266 | 416.62(c)(2) DISCHARGE » ORDER

[The ASC must -]

Ensure each patlent has a discharge order,
slgned by the physician who performed the
surgery or procedure in accordance with
applicable State health and safety laws,
standards of practice, and ASC policy,
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AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A. BUILDING COMPLETED
44C0001169 B, WING I — 06/29/2016

NAME OF PROVIDER OR SUPPLIER
PROVIDENCE SURGERY CENTER

STREET ADDRESS, GITY, STATE, ZIF CODE
£002 CROSSING CIRCLE SUITE 110
MOUNT JULIET, TN 37122

(X4) ID BUMMARY STATEMENT OF DEFICIENGILS I PROVIDER'S PLAN OF CORRECTION (x6)
PREFIX (EACH'DEPICIENCY MUST BE PRECEDED BY FULL PREFIX (IFACH.CORRECTIVE ACTION SHOULD BE GOMPLETION
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) . TAG CROSS-REFERENCIED TO THE APPROPRIATE oLy
. ' DEFICIENCY})
Q 266 | Contihued From page 8 Q 266 Zg-y)g;u eg/ P o/('&}/ w il 7 / 1/((,
This STANDARD s hot met as evidenced by: smd p ,M ysrerars *"}’7/ »
Based on review of facility policy, medical record 4. §
review, and Interview, the facllity falled to ensure ME& eaf "4 ’”}M )3
a discharge order was written for 1 patient (#1) of syt dev
20 patlents reviewed. ' _ Wi // ewsué g / 0/
- doeu merinrios o7 orllAsS,
The findings Included: 5 d/ ) rond
Sijpmunes w7 daTe ; T ,
Revlew of facillty policy RIP U LY
Pre-Operative/Post-Operative Visits last revised Are do/ﬂ,ﬂ rer ed ﬂ/ 7~ _‘a
on 4/08, revealed "...PACU [Post Anesthesla Care ' — g
Uriit] staff cannot discharge the patient without a Mon bty oA anT Au % T
written or verbal dlscharge order from the ‘ 7o
anestheslologist and a written discharge order will geeun on 0% ot
signed by the physician who performed the c‘ Ants, wh mleuc/t /szém
surgery or procedure in accordance with A /
applicable State and safety laws, standards of /S f’ﬂ enree , Fu /”‘;’f‘f wtl
S;a"ggﬁ?: and ASC [Ambulatory Surgery Center] be. aeviewe S wid Mt A:; &
, cvrws  Thken AS ~
Medical record review revealed Patient #1 was ﬂo"‘/ AR ~ 79 4 /Fw»
admitted to the facllity on 6/26/16 for a Left Aved 4 Hheiry by /A6
; clesived by
Lumbar 4-Sacral 1 Radlofrequency Ablation
(surgical pain procedure) and was discharged the
same day. .
Medical record review of the Day Surgery
Past-Op orders and Progress Notes with no, date
or time, revealed no documentation of discharge e
orders. ; T e
Interview with the facility Administrator on 6/29/16
at 11:16 AM, In the break room room, confirmed
there were no discharge orders written by the
physician.
ORM CMS§.25087(02-98} Provious Vursions Obsolels EBvont ID:; YP2G11

Faclllty ID: TNP5361900 If continuatién sheel Page 905




SUPPLEMENTAL #1
August 26,PZ0HED: 07/06/2016

FORM APPROVED
Division of Health Care Facilities _ 8:38 am
STATEMENT OF DEFICIENCIES (X1} PROVIDERISUPPLIER/GLIA (X2) MULTIPLE GONSTRUCTION . {X3) DATE SURVEY
AND PLAN OF CORRECTION IDENTIFICATION, NUMBER: A BUILDING: COMPLETED
" TNP535199 8. WING 08/29/2016
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CI''Y, STATE, ZIP CODE
5002 CROSSING CIRCILE SUITE 110 '
OVIDENCE SURGERY
PROVI OERCENTER MOUNT JULIET, TN 37122
(¥4)ID SUMMARY STATEMENT OF DEFICIENCIES n PROVIDER'S PLAN OF CORRECTION X&)
PREFIX (EACH DEFICIENCY MUST BE PRECEDED UY {ULL PREFIX (EACI CORRECTIVE ACTION SHOULD BE COMPIFTFR
TAG REGULATORY OR LSC IDENTIFYING INi"ORMATION) TAG CROSS-REFERENQED TO YHEAPPROPRIATE DATR
DEFICIENCY)
A 002 1200~8-10 No, Deficiencies A Q02
‘During a State Licensure Survey completed
6/29/16, no deficlencles were cited under
1200-8-10, Standards for Ambulatory Surgical
Treatment Centsrs,
Division of Health ICare A &8 _
LABORATORY DIREQ 3 OR PROVIDERISUPPLIER REPRESENTATIVE'S SIGNATURE .. . TITLE (%0) LAIL.
ﬂd/o?mdm@/& 7 zz/@

STATE FORM

08

YP2G11

Il contifustionihieel 1 of §
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SUPPLE AL fE
DEPARTMENT OF HEALTH AND HUMAN SERVICES VERNFFES b3t dore

August 26, 2098V APPROVED
CENTERS FOR MEDICARE & MEDICAID SERVICES ' 9 bmB NO. 0938-0391
' STATEMENT OF DEFICIENGIES (X$) PROVIDERISUPPLICR/CLIA (X2) MULTIPLE CONSTRUCTION 8:38 am (X3) DATU SURVEY
' AND PLAH OF CORRECTION [DENTIFICATION NUMBLR® | A. BUILDING 01 ~ MAIN BUILDING ) COMPLETED
! 44C0001169 B. WING 06/28/2016
NAMEC OF PROVIDER OR SUPPLIER SCREET ADDRESS, CITY, STATE, ZIP CODE
§002 GROSSING CIRCLE SUITE 110
PROVIDENCE SURGER\f CENTER MOUNT JULIET, TN 37122
{X4) ID ) SUMMARY STATEMUNT OF DEFICIENGIES 0 PROVIDER'S PLAN OF CORRECTION Xl
PREFIX " (EACH DFEFICIENCY MUST BE PRECEDED BY FULL - | PREFIX {EACH CORRECTIVE ACTION SHOULD BE COMPLEYION
TAG REGULATORY OR L$C IDENTIFYING INFORMATION) wne CROSS-REFERENCED TO THE APPROPRIATE ATz
DEFICIENCY)
K2999 | FINAL OBSERVATIONS ' _ K39999

'During the Life Safety survey conducted on
06/28/2016, no deficiencies were cited under'the
Life Safety Code. '

ABRORATORY DIRECWEPRESENTATNES SIGNATURE TITLE (XG7TE
/ ﬂﬂ//f/ﬂlf‘y”n.’ﬂm 2/22/1%

wny doliclency statament onding with an asterisk (*) denotes a deficlency which the inslitution may be excused from correoting providing it s determinad (hat
iher safeguards provide sufficient protectlon to the pallents. (See Instructions.) Exoepi for nursing homes, the findings stated abovo are disclosable 90 days
sliewing the dato of.survay whether-or not a plan of correction I1s provided, For nursing homes, the above findIngs and plans of correctlon are disclosabla 14

‘ays following the date these documenta are mado avallablé to the facliity. If daficlencles are olted, an approved plan of correction Is raqulslte to continued
rogram partlcipation,

i e —at Y EBE

ORM CMB-2567(02-99) Previous Verstong Ohsolete Event (): YP2G21 Vactllly 1); TNP595199

If contlnugtion sheel Page 1 of 1



Cees e e SUPPLEMENTH®L #1
August 26,2018 05/30/2016

. FORMAPPROVED
Division of Health Care Facllities ; 8:38 am
STATEMENT OF DUERICIENCIES (X QB‘O\{IQER/SUPPUER/CMA (X2) MULTIPLE CONSTRUCTION (X3) DATE SURVEY
AND PLAN OF CORRECTION IBUNTIFICATION NUMBER: A. BUILDING: 01 - MAIN BUILDING . . COMPLETED
TNP535199 8. WiNG 06/28/2018
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
6002 CROSSING CIRCLE SUITE 110
PROVIII)ENCE SURGERY CENTER MOUNT JULIET, TN 37422
(X4) ID SUMMARY STATEMENT OF DEFICIENCIES [1h) PROVIDER'S PLAN OF CORRICTION 5]
PREFIX {LLACH DEFICIENCY MUST BE PRECENED RY FULL PREFIX {CACIt CORRECTIVE ACTION SHOULD BE COMPLETF
TAG REGULATORY OR LSG‘IDENTIFYING INFORMATION) TAG CROSS-REFERENCED TO THE APPROPRIATE DATE
DEFICIENCY)
A 801| 1200-8-10-.08 (1) Building Standards _ AR | fora ‘4 A dadd. w - /% ¢
(1) An ASTC shall construct, arrange, and SJUYNTNANE | JRPEETY
malntaln the condition of the physical plant and 4
the overall ASTC environment in such a manner Alfrv R eq, Wall st “r
;\Tstutrl?:l safety and well-being of the patients are ﬂf o /, 7 peciune ‘,/ A

gg;/fry ﬂéf .mare/
ﬂ(&ééa/mf/ ;/..

This Rule is-not mét as evidenced by:
~ Based on observations the facllity'falled 1o
maintain the overall environment

The findings included:

Observation on 06/28/2016 at 10:03 AM, revealed
a ceiling tile not seated properly in the janitotlal
closat.

This finding was verified and acknowledged by
the adminisfralor on 06/28/2018.

A 818] 1200-6-10-.08 (18) Building. Standards AB1D /1/977;4’1.3/ JopeTy fuf1te
(18) It shall be demonstrated through the SIANASEq; burlds pr
submisgl[gn of plans and speclfications thal In MO Ten/prvée ﬂm&/ A /
each ASTC a negative air pressure shall be
‘maintained in the soiled utility area, tollet room, ConpAcC T2, ﬁta-rz ALclyes
janitor ' s closet, dishwashing and other such ‘ ;w/ ﬂ/ﬂﬁm&:&{ 70 Ivs)? 4
soiled spaces, and a positive air pressure shall //
be maintained in all clean areas including, but not ApPrprrare  yen7ilinTIve
limlted to, clean linen rooms.and clean utility 70  ob7pi~r /yeﬂ PrRASS ug e
roomas. ' v

" EMVIRONMEVT. '

This Rule is not met as evidenced by:
. Based on observatlons, the facillly falled to
_' maintaln negative alr pressure.

Division of Heaith Care I-‘ac]Tkhf-? 3
LABOFU\TG@CWM ER/SUPPLILR REPRUSEN INTIVES SIGNATURL TITLE (X6) DATC
/2 N po s 721 7 z?%c.

STATE FORM ' 000 YP2321 If continuhlion gheat 1 of 2




Division of Health Care Facllities

vvvvvvv

PRI §EP: 06/30/2016
August 26| %ﬂ?AppROVED

8:38 am

(1) Ary ambulatory surgical treatment center
which complles with the required applicable
building and fire safety regulations at the time the
board adopts new codes or regulations will, so
long as.such compllance is maintalned (either
with or without waivers of speclfic provisions), be
considered to be In compllance with the
requirements of the new codes or regufations.

This Rule Is not met as evidenced by:;

Based an observatlons, the facllity falled to
comply with applicable building and fire safety
regulations,

The findings included:

1. Observation on 06/28/2016 at 08:57 AM,
revealed the medical records room door held
open by a wedge, NFPA 80, 6.2.13 (2010 Edition)

2. Observation on 06/28/2016 at 10:00 AM,
ravealed the Anesthesia closetwas held open by
a shelf. NFPA B0, 5.2.13 (2010 Egltion)

These findings were verified and acknowledged
by the administrator on 06/28/2016.

[ STATEMENT OF DEFICIENCIES (X1) PROVIDER/SUPPLIER/CLIA {X2) MULTIPLLE GONSTRUGTION {X3) DATE SURVEY
AND PLAN OIF CORRRECTION ' IDENTIFICATION NUMBER: A BUILOING; 01 - MAIN BUILDING COMPLETEED
TNP535199 B, WING 06/28/20186
NAME OF PROVIDLR Oli SUPPLIER SI‘REET/\DDRESS. CITY, 8TATE, ZIP CODE
5002 CROSSING CIRCLE SUITE 110
S CENTER
PROVIDENCE SURGERY MOUNT JULIET, TN 37122
X4) 1D SUMMARY STATEMENT OF DEFICIENCIES N PROVIDER'S PLAN OF CORRECTION (x6)
PREFIX (EACH DEFICIENCY MUST BE PRECEDED BY FULL PRUIIX (EACH GORRECTIVE ACTION SHOULD BE COMPLE K
TAG REGULATORY OR'LSC IDENTIFYING INFORMATION) TAG CRQOSS-REFERENCED TO THE APPROPRIATE DATE
DEFICIGNCY)
AB18| Continued From page 1 A 818
The findings included:
Observation on 06/28/2016 at 10:14 AM, revealed
the Bio-Hazard room did not have negatlve air -
pressure,
This finding was vetified and acknowledged by
the administrator on 06/28/2016.
A 901| 1200-8-10-,08 (1) Life Safety ‘A 901

/ﬂ?/ﬂ?ﬂ{ﬁfl!/f/; .a/.w 74&&*//“.5{
bor. prips dmwae/.
5?77/40 ea{uarea/ Aﬂ/

s/ennse //ﬂc‘ee/ ﬂgm:/&y
doost. 10 temmn elose

/«fﬂfm/.rﬁmﬁfé 0 Moprron
4-2 wmpﬁn&me '

7 14%":

vision of Health Care Faclililies
fATE FORM :

6890

YP2G21

I:continuation sheel 2 ol 2
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August 26, 2016
8:38 am
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SUPPLEMENTAL #1

. .August 26, 2016
' 8:38 am

AFFIDAVIT

STATE OF TENNESSEE

COUNTY OF \N\ Nignenn

\ s T s ] |
NAME OF FACILITY: 'TN S AL &3\]\9 (A \)Y(J'V\L\Fﬂtﬁ.\\\hr

8

o, (ot
7

l, MMAJ/ &fe‘ﬁ ﬁ%ﬂm/ , after first being duly sworn, state under oath that | am the
applicant naré/ed i}‘ljthis éertificate of Need application or the lawful agent thereof, that |

have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete.

Signature/Title (_) (/

Sworn to and subscribed before me, a Notary Public, this the éﬁmaay of PMUJL(“A 201\,

witness my hand at office in the County of D[A V\d%DY\ , State of Tennessee.

"\J\ L/H W] ﬂ.k@?" ~

NOTARY PUBLIC

ember 10 . 2018 o—y,
U W, 1!{“ 5\ ‘\“\ \?.':‘.I"".!? I,”

' STATEOF °
TENNESSEE
NOTARY
L] m ..

L] L ]
L] [ ]
. ®00000°® -
’, \)
Yit1,y ¥ OF DR

Lo

Q
My commission expires _( “)(?-[D'

HF-0043

Revised 7/02

‘“‘“m " "“Q;,
) 1y,
Le%°°%e

o
)

LY PYL] hd
%, \
) 3
L)
LTI



Supplemental #2
-Original-

TNTN SM, LLC d/b/a
Providence Surgery Center

CN1608-031



SUPPLEMENTAL #2

THE August 30, 2016
STRATEGY 1:20 pm
T HOUSE
e

71 Vickery Street

Atlanta, Georgia 30075
Telephone 770-394-8465
Facsimile 770-394-5470
www.thestrategyhouse.net

August 30, 2016

Via Hand Delivery

Phillip Earhart, HSD Examiner

Health Services and Development Agency
Andrew Jackson Building, 9t Floor

502 Deaderick Street

Nashville, TN37243

RE: Certificate of Need Application CN1608-031
TN SM, LLC d/b/a Providence Surgery Center

Dear Mr. Earhart;

Thank you for your letter of August 26, 2016 requesting clarification or
additional discussion in regard to the CON application referenced above.
Responses are provided in triplicate by the requested deadline of 2:00 p.m.,
Tuesday, August 30, 2016.

1. Section C, Need Item 1(Specific Criteria ~ASTC) Item 2.

It is noted the applicant completed the following table for Year 2 of the
proposed project. However, please complete to match the Projected Year
2 case projections of the chart on page 30 of the original application.

Response: The table provided in the initial supplemental response should
have totaled 1,715 cases, including procedure room cases. (Procedure
room cases were inadvertently double-counted.) A corrected table is
provided below.



SUPPLEMENTAL #2

Phillip Earhart, HSD Examiner ' 5§30,
Healtlf)Services and Development Agency fu“ﬂ%&,ﬁﬁg
H20-pm—2—
Operating | Cases | Cases/ | Minutes | Average | Schedulable % of
Rooms Room Used | Turnaround | minutes* | Schedulable
Time Time Used
Operating 690 690 44,850 20,700 65,550 48.6%
Room #1 (@65) (@30)
Operating 691 691 44,915 20,730 65,645 48.6%
Room #2 (@65) (@30)
Procedure 334 334 10,020 5,010 15,030 11.1%
Room (@30) (@15)
Total
Surgical 1,715 572 99,785 46,440 146,225 36.1%
Suite

*defined as the summation of the minutes by each room available for scheduled cases

Example: 7:30 AM to 4:30 PM, 5 days per week, 50 weeks/ year, equates to 9
hrs/day X 60 min/hr = 540 minutes/day X 5 days/week = 2,700 minutes /
week X 50 weeks/year=135,000 schedulable minutes/room X the number of
rooms=surgical suite schedulable capacity

2. Section C, Need Item 5

It is understood the surgeons expected to utilize the proposed multi-
specialty surgery center are not employees of PSC, and the applicant does
not have public 2015 data of the locations where surgeries were performed
and the number of surgical cases at each facility. However, please inquire
with those physicians expected to utilize the proposed multi-specialty
surgery center to provide a response to the above.

Response: There is an immediate need for multispecialty ASTC services
in Wilson County. Anecdotally, physicians report that patients now
served by various ASTCs and hospital HOPDs in Davidson County will
be better served by expanded services at Providence Surgery Center.
Wilson County residents do not have an ASTC option other than for
endoscopy, ophthalmology and orthopedics, thus relegating them to the
higher cost HOPD services at Tennova Healthcare - Lebanon (f/k/a
University Medical Center). There are simply no multispecialty ASTCs in
Wilson County presently.

Our physicians also report that demographic growth has been strong and
is expected to continue to drive increased patient volumes at their



p 4 All
? E e

Health Services and Development Agency ag
4+ 20-pmr—mm

practices. Mt. Juliet is the largest and fastest growing community in
Wilson County. Finally, the expanded services at Providence Surgery
Center can be offered within just one day of approval.

Thank you for the opportunity to present this supplemental information. A
signed affidavit is presented in Attachment 1.

Warm regards,

THE STRATEGY HOUSE, INC.

Robert M. Limyansky
Partner

attachments

cc: Corey Ridgway, Market President, USPI
Byron Trauger, Esq., Trauger & Tuke



SUPPLEMENTAL #2
August 30, 2016
1:20 pm

Attachment 1



SUPPLEMENTAL #2
. August 30, 2016
1:20 pm

AFFIDAVIT

STATE OF TENNESSEE
COUNTY OF W\\\\M\SDY\

name oF FaciLmy: TSN WLC dwla ¥ Yb\?\(\ev\(LSW% wy Cender

[M / é/’ﬁ /M , after first being duly sworn, state under oath that | am the

applicant naé?ed in this Cert|f|cate of Need application or the lawful agent thereof, that |
have reviewed all of the supplemental information submitted herewith, and that it is true,

‘Signature/T i@ 0

accurate, and complete.

Sworn to and subscribed before me, a Notary Public, this the {2 day of Allﬁ\bb\ 20l
witness my hand at office in the County of DA \/\0\% DY\ , State of Tennessee.

o Mg A~

NOTARY PUBLIC

My commission expires .Q’F Plﬁ'ﬂ\\)ﬁ\/ 0, _A01E .

““lll'lu"" 1y [

HF-0043 W 4,
SRR,
Revised 7/02
5 NOTARY ;
Puauc <
oy

0 'Rl
"f: OFD ’NO:‘\‘

™



Supplemental #3
-Original-

TN SM, LLC dba
Providence Surgery Center

CN1608-031



MUT NN AL 7Y
August 31, 2016

1:41 pm
THE
Ftaakhtaare S latviors
71 Vickery Street
Atlanta, Georgia 30075
Telephone 770-394-8465
Facsimile 770-394-5470
www.thestrategyhouse.net
August 31, 2016

Via Hand Delivery

Phillip Earhart, HSD Examiner

Health Services and Development Agency
Andrew Jackson Building, 9t Floor

502 Deaderick Street

Nashville, TN37243

RE: Certificate of Need Application CN1608-031
TN SM, LLC d/b/a Providence Surgery Center

Dear Mr. Earhart:

Thank you for your letter of August 30, 2016 requesting clarification or
additional discussion in regard to the CON application referenced above.
Responses are provided in triplicate by the requested deadline of 2:00 p.m.,,
Wednesday, August 31, 2016.

1. Section C, Need Item 1(Specific Criteria ~ASTC) Item 2.

It is noted the applicant completed the following table for Year 2 of the
proposed project. However, the applicant incorrectly added all minutes
together and placed the total in the schedulable minute’s column. Please
revise the following table that includes an additional column for “total
minutes”.

Response: The table provided in the initial supplemental response
included total minutes in the schedulable minutes column. A revised
table is provided below. There is no change to the projected percent of
schedulable time used.



MMmEiiMaral PeHSaeThseas 5 8 AL

Phillip Earhart, HSD Examiner - August 31, 2016

Health Services and Development Agency ! Page 2
Operating | Cases | Cases/ | Minutes | Average Total Schedulable % of
Rooms Room Used | Turnaround | minutes minutes* Schedulable

Time Time Used

Operating 44,850 20,700 0
Room #1 690 690 (@65) (@30) 65,550 135,000 48.6%
Operating 44,915 20,730 0
Room #2 691 691 (@65) (@30) 65,645 135,000 48.6%
Procedure 10,020 5,010 o
Room 334 334 (@30) (@15) 15,030 135,000 11.1%
Total
Surgical 1,715 572 99,785 46,440 146,225 405,000 36.1%
Suite

*defined as the summation of the minutes by each room available for scheduled cases

Example: 7:30 AM to 4:30 PM, 5 days per week, 50 weeks/ year, equates to 9
hrs/day X 60 min/hr = 540 minutes/day X 5 days/week = 2,700 minutes /
week X 50 weeks/year=135,000 schedulable minutes/room X the number of
rooms=surgical suite schedulable capacity

2. Section C, Need Item 5

For each of the surgeons expected to utilize the proposed surgery center in
Year One, please identify for 2015 the locations where surgeries were
performed and the number of surgical cases at each facility. The
applicant will need to request this information from each physician who
has the information to address this question.

Response: Physicians in the specialties to be added are not currently
investors or owners in the proposed project. Therefore, they have not
been asked to compile or disclose confidential information related to the
surgeons' facility utilization.

[remainder of page blank]




Dhiltio Barhart. HSD Examt SUPPLEMENTAL #3
illip Earhart, Xaminer Auéﬂﬁ?sﬁ} i

Health Services and Development Agency
St pomr—

Thank you for the opportunity to present this supplemental information. A
signed affidavit is presented in Attachment 1.

Warm regards,

THE STRATEGY HOUSE, INC.

/

Robert M. Limyansky
Partner

attachments

cc: Corey Ridgway, Market President, USPI
Byron Trauger, Esq., Trauger & Tuke



SUPPLEMENTAL #3

August 31, 2016
1:41 pm

Attachment 1



SUPPLEMENTAL #3

August 31, 2016
1:41 pm
AFFIDAVIT

STATE OF TENNESSEE

county oF W11 fson

name oF FaciLmy: _INSIV L LLC dlbla Penvidence Qu (g (ender

l, ﬂ//fz/f /f< /» /{ﬂf/ﬂ , after first being duly sworn, state under oath that | am the
applicant nam% in thls Cé&lflcate of Need application or the lawful agent thereof, that |

have reviewed all of the supplemental information submitted herewith, and that it is true,

///&) /e

accurate, and complete.

Sworn to and subscribed before me, a Notary Public, this the )\ i day of A\/lml‘ 20/l
witness my hand at office in the County of 7(}\\/\ kgﬁ ™\ , State of Tennessee.
%@M
NOTARY PUBLIC

7

i
My commission expires u\.f-’-'?'\'tl'm()w 10, J0\8

\‘“““"""'“’

N ‘n,
\ &/
HF-0043 \.0 '44- %

Revised 7/02

q;.. PUB.LIC‘ 1'6



