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Selling An Ambulatory Surgery Center

here are a number of key steps to
successfully selling an ambulatory
surgery center (“ASC”). This article

briefly examines three core parts related to
such effort.

Generally, when selling an ambulatory
surgery center, the center should have clar-
ity regarding 1) what its own goals are; 2)
who the potential buyers are; and 3) what
the key issues are to be negotiated.

l. Know Your Goals

The ASC which is planning to sell its cen-
ter should attempt to general consensus
among the group as to the plans and pur-
pose for selling the center. Group leader-
ship should understand that physicians
vote with both their units (a percentage
vote is needed to sell the center) and their
cases (the center cannot be sold unless the
key productive physicians are on board
with the potential sale).

The three principal goals related to selling
an ambulatory surgery center include: 1)
obtaining a large price and cashing out of
the ownership in part, 2) improving the op-
erations of the center through the bringing
in of a third party management company or
other productive physicians, or 3) avoiding
a catastrophic event such as bankruptcy.
Again, the more that a group as a whole
shares whichever goal is driving the plan
to sell the center, the more likely it is to be
able to consummate a transaction. In sell-
ing a center, is also well advised to know its
own center well. For example, problematic
issues which are discovered by the buyer
can terminate a deal or lead to a lower
price. A center should know whether it has
accounts receivables problems and issues,
whether it has coding and billing issues,
whether it has other compliance issues.
One is much better off disclosing types of

issues upfront than waiting for the buyers
to discover them in due diligence. A center
should also fairly evaluate whether it is over
reliant on either a handful of physicians or
on “out-of-network” business. Such issues
can reduce the valuation of the center.

il. Know The Buyers
The companies which buy centers can be
divided into four or five categories.

First, is the buyer in its early stages or an
established company. An early stage buyer,
meaning one that is early on in its own
corporate development, may be willing to
pay a higher premium as it needs to have
a couple of deals under its belt to be a real
company. However, an early stage compa-
ny may not be stable and may be less likely
to bring a transaction from letter of intent
to closure. An established and mature com-
pany may be more disciplined in pricing a
transaction, but also may be more likely to
close the transaction.

Second, a buyer might be a traditional pur-
chaser of majority interests or a minority
interest purchaser. A traditional buyer of
majority interests would include compa-
nies such as United Surgical Partners (Brett
Brodnax at 972-713-3596), Symbion Inc.
(Mike Weaver at 615-234-7912) and Nation-
al Surgical Care (Tim Geary at 312-419-1033
or Tom Yerden at 303-589-8860). These are
often the types of companies that one goes
to when a center is trying to sell a majority
interest in a center for a large capital gain.
In contrast, a few companies specialize in
buying minority interest in centers with
the intent of helping the center to improve
operations. These would typically include
companies such as Ambulatory Surgical
Centers of America (Brent Lambert at 781-
258-1533) and Regent Surgical Health (Tom

Mallon at 630-886-5530).
continued on page 2

Ambulatory
Surgery Centers—
Orthopedics,
Neurosurgery and
Pain Management
Driven ASC
Conference

e have recently completed
the agenda for the June 9-11,
2005 Ambulatory Surgery Cen-

ters—Orthopedics, Neurosurgery and Pain
Management Driven ASC Conference. This
conference will focus on those three disci-
plines as they relate to existing and start
up surgery centers. The conference will
include a tremendous array of speakers
including physicians who are owners of

centers, a physician leader with a consult-
continued on page 11
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Selling an Ambulatory Surgery Center continued from page 1

Each of these five companies are very good
at establishing terms for a transaction and
closing on the transaction as originally
promised.

Third, companies can be divided into
whether they pursue multi or single spe-
cialty centers. For example, the compa-
nies listed above all traditionally are in-
terested in acquiring centers which are
multi-specialty. They also may have an
interest in single specialty centers. In
contrast, companies such as Amsurg and
Physicians Endoscopy (Barry Tanner at
215-589-9005) are much more focused on
single specialty centers.

Fourth, one can also divide the companies
into whether they are publicly traded com-
panies or privately held companies. The
publicly traded companies are almost re-
quired to periodically and consistently buy
centers to fuel growth. In contrast, privately
held companies, if intending to stay private,
may be more disciplined in their buying
mentality. In contrast, if a private compa-
ny is trying to become a public company,
it may be more likely to want to spend to
grow the company through acquisitions.

Companies can also be divided as to their
terms of business plans and buying strat-
egy. For example, certain companies are
extremely disciplined as to how they will
price a transaction and to what percentage
ownership they will buy. In contrast, there
seems to be less rhyme or reason to the fac-
tors which influence the pricing by certain
other companies.

We advise parties, in developing a pro-
cess, to seek a handful of offers and to nar-
row the field to a few. Further, in terms of
process, a typical process includes signing a
letter of intent and then attempting to close
the transaction by finalizing the purchase
agreement, the operating agreement and
the management agreement within 45 to 60
days thereafter. Throughout the process, we
encourage centers to keep their owners and
their board members fairly informed of the
progress of the deal. In all situations, we
advise the seller to keep their focus on their
own business in that there is never a cer-
tainty that a transaction will close until it ig
actually closed. A number of the key issues
that will need to be negotiated include:

1. Price. Here, price is usually set as
a multiple of earnings before interest,
taxes, depreciation, and amortization
(EBITDA). A higher value center that
has less vulnerability may be priced at
six to seven times EBITDA for a major-
ity interest. A smaller number will be
paid where there is a substantial risk
related to the center or with someone
who is buying a minority interest in the
center (often, 3 to 5 times EBITDA).

2. Percentage of Ownership. Here, the
parties will need to discuss how much
ownership to sell to the national com-
pany. Further, the parties will need to
discuss how dilution will be handled.
For example, will the national company
dilute down its ownership before the
physicians are forced to dilute as well.

3. Post Deal Management. The par-
ties will need to determine whether
the national company buyer will man-
age the center post-closing and what
fee they will charge for management.
For example, will it be paid a percent-
age of revenues? How much? 5 to 7%
of collections?

4. Covenants Against Competition.
Typically, physician owners will be

*

If the financial health of your surgery
center isn't as strong as your
medical outcomes, a little outside
intervention could go a long way.
Turn to Regent Surgical Health.

bound to a covenant against competi-
tion for a period of time after the closing
of the sale and for a period of time after
they exit the operating company. These
may be, for example, for five years after
the close of the sale and for two years
after the physician departs ownership
of the operating company..

5. Redemption Pricing and Events.
The new operating agreement will de-
fine the types of events that give rise to
redemption of an investor and at what
price an investor will be redeemed. A
good deal of negotiation can be had
over such points.

6. Split of Management Authority.
The national company, if buying a
majority percentage, will typically
have significant management author-
ity. However, the physician compo-
nent of the venture will want to make
sure that there are some checks and
balances to this power. These are
typically provided through “reserve
rights”,

Should you have additional questions relat-
- ing to the potential sale of your surgery cen-
| ter, please contact Scott Becker at (312) 750-
| 6016 or sbecker@mcguirewoods.com. Bl

egent
Surgical Health

Specialists in the turnaround
and development of ASCs

| 2225 Enterprise Drive

' Suite 2505

 Westchester, lllinois 60154
tel: 708.492.0531

fax: 708.492.0547

- www.regentsurgicalhealth.com




ASC Review
Corporate Sponsors

ASC Communications, Inc. would like to
express its appreciation for the following
sponsors’ continued support of Becker’s
ASC Review:

Established in 1994, Advanced Prac-
tice, Inc. uses its expertise in clinical
and operational processes of healthcare
to ensure the provider receives correct
reimbursement for services provided.
Services include billing review, coding
compliance (CPT, HCPCS, ICD-9-CM),
Medicare billing compliance, operational
performance review, managed care pay-
ment review and recovery. Contact Ellen
Swan at 972-931-9006.

ASCOA develops, acquires, and manages
ASCs and surgical hospitals. We employ
a unique operating model that produces
profit margins substantially higher than
the industry average, and provide the
knowledge and expertise to guide phy-
sicians from the initial feasibility study
to operational management; using a de-
velopment methodology that has proven
highly successful. Contact Brent Lambert
at 781-659-0422.

Ascent Partners provides development
and management services for outpa-
tient surgery centers. Each project is
engaged by a senior partner to provide
a smooth continuous integration of ser-
vices throughout all stages of a project.
Budgets and plans are accurate and de-
tailed. Projects are freestanding physician
owned ASCs and hospital joint ventures.

ASCs Inc. Want to sell your ASC? Over
20 ASC companies want to purchase a
minority or majority interest. ASCs Inc.
helps owners determine ASC value, which
companies are best for you, and how to
get the highest price and best terms. Con-
tact Jon Vick President at 760-751-0250.
WWW.ascs-inc.com

As the preeminent provider of financial
services to the ambulatory surgery center
marketplace, CIT Healthcare provides in-
novative finance and lease solutions for
today’s rapidly changing healthcare pro-

continued on page 7
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A Partnership Built to Perform.

National Surgical Care is pleased to announce our new
partnership with Aspen Healthcare. Combined, we operate
23 facilities across the country and are one of the largest owners,
operators and developers of surgery centers.

Growth is part of our commitment to work in partnership
with physicians and health systems. NSC combines
superior operating performance with clinical excellence.
Our professionals are among the|best in the industry. Contact us
about joining this partnership built to perform.

NSC
P ASPEN

N

NATIONAL SURGICAL CARE

NATIONAL SU#{GICAL CARE
191 North Wacker Drive, Suitg 925 Chicago, Illinois 60606
866.866.2116 .natsurgcare.com

NSC ABPEN
7107 La Vista Place, Suite 200 Niwot, Colorado 80503
888.429.4984 .aspenhc.com
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Anti-Kickback Statute—Sale of Shares in an
Ambulatory Surgical Center

his article briefly discusses specific

I issues under the federal Anti-Kick-
back Statute relating to the sale of

shares in an ASC. For purposes of this Mem-
orandum, we have assumed that an ASC

will be providing services that are reimburs-
able under a federal health care program.

The federal Anti-Kickback Statute (also
known as the Medicare/Medicaid Fraud
and Abuse Statute) prohibits, in relevant
part, the knowing and wiliful solicitation,
receipt, offer or payment of “any remunera-
tion (including any kickback, bribe or re-
bate) directly or indirectly, overtly or covert-
ly, in cash or in kind” in return for (i) the
referral of patients covered by the Medicare
and Medicaid programs, or (ii) the leasing,
purchasing, ordering or arranging for or rec-
ommending the lease, purchase or order of
any item, good, facility or service covered
by the Medicare and Medicaid programs.
42 U.S.C. §1320a-7b(b). Thus it is illegal to

(1) provide any party with remuneration or
value in any form whatsoever, and (2) in
exchange for a referral of Medicare/Medic-
aid or governmental business. Additionally,
federal courts have held that the Fraud and
Abuse Statute “one purpose of the payment
was to induce future referrals.” See, e.g. U.S.
v. Katz, 871 F.2d 105 (9" Cir. 1989); U.S. v.
Greber, 760 F.2 68 (3™ 1985).

Under the Fraud and Abuse Statute, im-
proper remuneration can be found in the
provision of lease rates that are not fair
market value, the provision of various ser-
vices at rates that are not fair market value,
the sale of any assets or shares at below fair
market value, and several other situations.
Generally, the return on an investment it-
self is not deemed improper remuneration.

In the ASC context, if a party that is a po-
tential referral source to the ASC is offered
the ability to purchase shares at below fair

Turn your had debt into a cash cow!

Sell your charged-ofi patient accounts to SENEX

« Cash payment up-front - No recourse to provider - References avaitable

Senex Services Corp

Brian Shannon

Regional Account Director

713.551.4050

shannonhp@senexco.com

www.senexco.com

market value, the arrangement is problem-
atic. There is therefore a serious risk that

. the government would find an arrangement
to be illegal if shares are sold at below fair
. market value (assuming that the purchas-

ers will be referring cases to the ASC). Sell-

| ing shares at below fair market value would
| meet the first prong of the test for improper

remuneration under the Fraud and Abuse
Statute (i.e. that the sale is at below fair
market value). We assume that the second
prong will be met in that the purchaser will
be bringing cases to the ASC for the first
time or significantly increasing the num-
ber of cases brought to the ASC. Thus, the

- arrangement can be viewed as providing

under-valued shares as an inducement for

| referrals. It is particularly important that
| there not be “value” in the offer to the pur-
' chasers in the form of below fair market
| value shares). Violation of the Fraud and
' Abuse Statute is a felony and carries with it
. the potential for large fines, suspension or
- exclusion from the Medicare and Medicaid

programs and suspension or loss of licen-

sure in addition to potential jail time.

i For example, in one case decided last year,
. a physician was paid a small amount of
| money as a lease fee ($400) in exchange
i for referrals to a laboratory. In that situa-
| tion, the physician made one or two refer-
rals before deciding that the arrangement
| was unlawful and that he was uncomfort-

able with the arrangement. Even after such
relatively quick termination of the arrange-

| ment, the physician was sentenced to time
' in jail for the illegal kickback he received
i under the arrangement.

| With the growth in the ASC market, the

total number of ASCs has nearly doubled
in the last five years (from approximately
2,500 to nearly 4,500), and some ASCs and
ASC investors are acting carelessly or are not
aware of the implications that surround this
type of investment. Thus, it does not sur-
prise me that certain parties are still selling
shares at below fair market value or based
on the volume or value of referrals that an
investor can bring to the ASC. That stated,
most experienced health care lawyers view
this type of arrangement as illegal conduct

| prohibited by the Fraud and Abuse Statute.

'~ Should you have any questions, please con-

tact Scott Becker at 312-750-6016. M



Sugery Center
Marketplace

The surgery center marketplace was very
active in 2004 and remain very strong in
2005. Four key trends seem to be emerg-
ing which may have a long term impact
on the sector. First, there appears to be
significant pressure on each the larg-
est companies to achieve relatively high
growth targets and on certain privately
funded companies to obtain critical mass
and grow their companies. This is leading
to transactions being priced for the sale of
surgery centers, specifically, majority in-
terest transactions with management con-
tracts, at strong multiples. Thus, subject
to certain discounts discussed below, we
are periodically seeing transactions in the
6% to 7Y times EBITDA range.

Second, notwithstanding this trend, we are
witnessing a number of transactions that,
for a variety of reasons, are not command-
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ing these multiples. Typically, we are see-
ing lower multiples where surgery centers
are at risk of significant reimbursement
decline, either because they are doing a
substantial amount of business out-of-
network, or for other reasons (e.g., very
reliant on one payor, a few doctors, or one
specialty). Thus, in many transactions, we
are seeing multiples in the 5 to 6 range
rather than in the 6% to 7% range.

Third, it appears that most hospital sys-
tems in the country have decided that
they desire to have a joint venture surgery
center with their surgeons. We have seen
a radical shift in the view point of hospi-
tals on this subject. While the temperature
of certain executives on this issue changes
as certificate of need or other prospects
change in their state, the overriding tide
seems to be towards doing increased num-
bers of joint ventures with physicians.
This will lead to explosive growth in the
total number of surgery centers over the
next two to four years. It will mean more

visit www.beckersasc.com H

competition, however, for a finite group of
surgeons and patients.

: Fourth, although we are seeing a greater

number of surgery centers, the total num-

ber of outpatient surgical procedures be-

'ing performed does not seem to be in-

creasing at the pace it was several years

;ago. Thus, we are again returning to a
' situation in health care and particularly
| amongst surgery centers where there will
| be winners and losers. This will also tend
i to drive down the prices of many surgical
- centers.

Dialysis Market.

The dialysis industry has also seen sig-
nificant growth over the last several years.
Here, there has been a great deal of con-
solidation. However, there has also been

t growth in facilities from nearly 2,000 to

4,000 over the last few years. There, the
great percentage of the business is Medi-

care business. Persons with end stage
continued on page 12
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Ambulatory Surgery Centers—Key Risks

We are seeing five key risks impact the
development of surgery centers.

First, we are seeing the development of
surgery centers by certain parties that
are very difficult to justify. In short, it is
our belief that a surgery center should
be built only if there is a decent “mar-
gin of safety” as to the plans and projec-
tions. In essence, could you lose 20% of
your cases and still break even. Could
you be excluded from a certain percent-
age of payors and still do fine. Further,
if reimbursement was 20% to 30% less
than projected, what impact would that
have on viability. Certain parties are
building centers out of a “me too” drive
that is leading to some challenging cen-
ters being built.

Second, throughout the country, there
are increased efforts to rein in worker’s
compensation payments. Over the last

year, each California, Texas and now
Michigan have adopted or reviewed
proposals that will reduce payment for
worker’s compensation ASC cases.

Third, there is increased scrutiny of reg-
ulatory issues related to surgery centers.

Again, surgery centers are still looked
on with a certain sense of favor, how- ‘
ever, the completely favorable view of

surgery centers from the federal govern-
ment is no longer present. An article on
this topic will be in the next issue.

Fourth, antitrust risks are an increasing
issue for surgery centers. There are two
sides of this issue. First, certain physi-
cian-owned centers are being relentless-
ly attacked by hospitals. Certain of these
actions by hospitals can lead physicians
and their surgery centers to have good
causes of action against the hospital for
anti-competitive conduct. For example,

in the Rome ambulatory surgery center
case, the court held that several of the
surgery center’s claims should survive
a motion for summary judgment based
on the market power of the hospital and
a showing that the hospital engaged in
predatory conduct. Further, in that case,
the ASC was also able to withstand a
claim to dismiss their claims which fo-
cused on the hospital entering into ex-
clusive contracts with the payors in the
community. Again, we expect there to
be more antitrust actions in the next few
years relative to surgery center than ever
before. Second, in certain joint ventures
where hospitals price their services to-
gether with the joint venture partner, this
can raise issues from an antitrust price
fixing standpoint particularly where the
hospital controls a substantial part of the
market.

Fifth, payors, and in some cases, states are
increasingly challenging providers who
are utilizing out of network strategies. W

state-of-the-art facility. Latest technology. Strong cash flow.

Success.

With the right financing partner ydu can have it all.

At CitiCapital™ we offer solutions that will help you finance
the start-up or expansion of your outpatient center.

- Equipment leases and foans
- Working capital lines of credit
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- Refinancing of existing loans
« Real estate loans
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www.citicapital.com

We also offer flexible terms and conditions.
100% financing of the equipment. No payments

until your center opens. And did we mention that
you can count on us to get the deal done?
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800.762.7453 ext. 5569
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vider environment. With nearly $50 bil-
lion in assets, CIT is one of the nation’s
leading finance companies. Combining
nearly a century of financing experience,
our specialized industry expertise and the
advantages of single source financing, CIT
Healthcare is ready to meet your ASC’s
specific requirements. From equipment
to real estate financing, take advantage of
the CIT Healthcare consultative approach
to improving your business. Call us today
at 800-547-7026.

CitiCapital, a division of Citigroup, pro-
vides a complete range of financial solu-
tions to Healthcare service providers. With
one of the most complete product offer-
ings in healthcare lending today, CitiCapi-
tal is a reliable and trusted source. Over
35,000 customers have relied on the solu-
tions provided by CitiCapital’s healthcare
expertise. With the dedicated Outpatient
Finance Group, CitiCapital has provided
project finance to over 300 ASC’s. Equip-
ment, leasehold Improvements, working
capital revolving lines of credit, and real
estate financing makes CitiCapital the
most complete and capable lender in the
ASC marketplace today. For more informa-
tion please call: Jeff Fox at 800-897-0156
or email jeffrey.n.fox@Citigroup.com

HealthCare Appraisers is one of the na-
tion’s leading valuation firms servicing
the ASC industry. Services include valu-
ation in the context of merger & acquisi-
tion, buy/sell of minority interests, litiga-
tion, purchase price allocation, goodwill
impairment, and (re)syndication. Health-
Care Appraisers also values other health-
care entities (e.g., physician practices,
imaging centers, home health agencies,
hospitals, and other diagnostic and treat-
ment facilities); provides fair market value
opinions of compensation relationships
(e.g., medical directorships, “per click”
leases, on-call availability, hospital based
physician collections guarantees); and of-
fers consulting services in the context of
purchase and sale transactions. Contact
Todd Mello at 561-330-3588.

MarCap Corporation specializes in financ-
ing for ambulatory surgery centers. We of-

fer limited or non-recourse financing and
can help you develop a brand new center,
expand your current center or add imag-
ing capabilities. MarCap focuses on your
business—not just the balance sheet—to
structure a program that’s right for you.
Contact Peter Myhre at 312-641-0233.

National Surgical Care (NSC) partners
with physicians and hospitals to develop
and operate ambulatory surgery centers
across the country. With our recent acqui-
sition of Aspen Healthcare, we operate 23
surgery centers and will add several more
centers in 2005 through new relationships
with physicians and hospitals. Headquar-
tered in Chicago, we support our network
of surgery centers with one of the most
experienced management teams in the in-
dustry. We create successful partnerships
that combine superior operating perfor-
mance with clinical excellence in the de-
livery of outpatient surgery. Contact Tim
Geary at 312-419-1033.

Physicians Endoscopy develops and
manages endoscopic ambulatory surgery
centers in partnership with practicing GI
physicians. We currently partner with
130+ physicians in CA, FL, IN, MI, PA,
NY, VA, AL, TX and WA. Physician part-
ners enjoy majority equity ownership and
maintain all facets of local control, while
PE holds a minority ownership position.
QOur seven operating centers provide
services to 72,000+ patients annually.
The company has eight additional cen-
ters under development. Our strategy is
simple—SERVICE. Our company is forth-
right, reliable, and communicative, and
we deliver upon expectations and prom-
ises. Additionally, our centers regularly
deliver a >50% profit margin. Contact
John Poisson at 215-589-9000.

Regent Surgical Health; As buyers, de-
velopers and managers of surgery cen-
ters and surgical hospitals nationwide,
Regent Surgical Health is an experienced
de novo developer and a specialist in
turnaround situations. By partnering
with Regent you maintain control of
your facility and see almost immediate
improvements in your financial health.

visit www.beckersasc.com

Qur principals invest their own person-
al capital and expertise in each facil-
ity, sharing risks side-by-side with our
surgeon partners. For more information
contact us at 708.492.0531 or visit www.
regentsurgicalhealth.com.

ENEX Services Corp.; Accelerate your
ash flow! SENEX Services Corp. pays
ash, with no recourse, for charged-off
atient accounts. Accounts that are no
pnger being worked by your staff or col-
ection agency—and that will yield insig-
ificant future revenue. Simple. Quick.
leferences available. Contact Brian Shan-
on at 773-551-4050.
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Surgery Consultants of America is a
highly regarded company offering com-
plete ASC development and management.
Their qualified team of consultants pro-
vide quality services with an emphasis on
cdommunication, focus on details, and a
Hands-on approach. Contact Caryl Serbin
at 888-453-1144.

urgery Center Billing is a trusted
pader in ASC billing. SCB’s certified and
ASC-experienced staff provide accurate,
imely coding, claims submission and
ollections. Contact Caryl Serbin at 888-
453-1144.

o P e S Vel 4 o1

Value Management Group, LLC, formed
in 1995, is a valuation and financial ad-
visory firm that is exclusively focused in
health care services. We provide valu-
ations and financial advisory services
I?elated to ambulatory surgery centers,
¢ancer treatment centers, cardiac cath
labs, diagnostic imaging centers, hospi-
tials, specialty hospitals, rehabilitation
hospitals, physician organizations, and
other ancillary healthcare services. The
firm has valued over 350 ambulatory
$urgery center equity interests over the
ast 5 years for private offerings, partner
“;uy in/out, hospital outpatient conver-
éions to freestanding surgery center joint
Ventures, acquisitions, divestitures, and
litigation. The firm is comprised of 14
professionals with extensive credentials
and experience in health care business
valuation and transactions. Contact Greg
Koonsman at 214-369-4888. W
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THursDAY, JUNE 9, 2005

PRE-CONFERENCE WORKSHOP
CONCURRENT SESSIONS (A & B)

1:00-3:00pm  REGISTRATION

3:00-4:15pm

A. ESTABLISHING AN ORTHOPEDIC DRIVEN

ASC FROM FEASIBILITY ANALYSIS TO GROUP

FORMATION TO FIRST PATIENT

Brent Lambert, MD, Founder

Luke M. Lambert, CFA, CEO—Ambulatory Surgical
Centers of America (ASCOA)

David J. Abraham, MD, Spinal Surgeon
The Reading Neck & Spine Center

B. DEVELOPING A PHYSICIAN-HOSPITAL JOINT

VENTURE-—A TO Z

Caryl Serbin, RN, BSN, LHRM President/Founder
Surgery Consultants of America, Inc. & Surgery
Center Billing, LLC

Charles Thomas, MD—Surgery Center of Pelham

Raymond Shingler, Senior Vice President/CIO
Spartanburg Regional Healthcare System

4:15-4:30pm

4:30-5:10pm
A. START UP SUCCESS——TEN KEYS TO PAVE
YOUR WAY TO SUCCESS
Thomas J. Mallon, CEO
Jeffrey Simmons, Senior Vice President
Regent Surgical Health, LLC
B. ASSESSING AND OBTAINING FINANCING FOR
YOUR ASC
Jeffrey N. Fox, Vice President—CitiCapital

5:15-6:00pm
A. CONT: START UP SUCCESS—-TEN KEYS TO
PAVE YOUR WAY TO SUCCESS
Thomas J. Mallon, CEO
Jeffrey Simmons, Senior Vice President
Regent Surgical Health, LLC
B. NEW TRENDS IN TECHNOLOGY FOR ASCs
Joseph Delligatti, Director—Stryker Corporation

Fripay, June 10, 2005
GENERAL SESSION

BREAK

7:15-8:00am
REGISTRATION AND CONTINENTAL BREAKFAST

8:00-8:15am
WELCOME AND INTRODUCTIONS
Scott Becker, JD, CPA, Partner—McGuireWoods, LLP

8:15-9:00am

REORGANIZING AN ASC WITH ORTHOPEDICS—A CASE

STUDY

Robert J. Zasa, MSHHA, FACMPE, Founder
Woodrum/ASD

Robert Kahn—Northeast Texas Surgery Center

9:05-9:50am
CHANGES IN THE WORLD OF ASCs—A NATIONAL
PERSPECTIVE
Greg Beasley, President
Hospital Corporation of America

9:50-10:05am BREAK
CONCURRENT SESSIONS (A & B)

10:05-10:45am
A. FLIPPING A HOSPITAL OUTPATIENT DEPARTMENT
INTO AN ORTHOPEDIC DRIVEN ASC
Thomas R .Yerden, CEQ, President
Aspen Healthcare, Inc.

CONFERENCE

PROGRAM

B. MIXING NEUROSURGERY AND PAIN MANAGEMENT— B. NEGOTIATION OF FINANCING FOR ASCs—-

BEST PRACTICES

Ben Venger, MD, Neurosurgeon
Surgery Center of Southern Nevada

Jeffrey Simmons, Senior Vice President
Regent Surgical Health, LLC

10:50-11:30am
A.THE ORTHOPEDIC DRIVEN ASC—-KEYS TO
IMPROVING PERFORMANCE
Andy Johnston, Vice President
United Surgical Partners International, Inc.
Randy Hardison, MD
Arizona Orthopaedic Surgical Hospital
B. NEUROSURGERY IN AN ASC
Larry Teuber, MD, Founder
Black Hills Surgery Center, Medical Facilities
Corporation

11:30-12:30pm

12:30-1:30pm
LUNCH AND PRESENTATION: SURGICAL HOSPITALS—
A LEGISLATIVE UPDATE
Randolph B. Fenninger, President
MARC Associates, Inc.

1:30-2:10pm
A. THE ECONOMICS OF ORTHOPEDICS AND PAIN
MANAGEMENT IN AN ASC

Luke M. Lambert, CFA, CEO—Ambulatory Surgical
Centers of America (ASCOA)

B. WASHINGTON UPDATE
Kathy Bryant JD, Executive Vice President—FASA
Craig Jeffries, Esq., Executive Director—AAASC

2:15-2:55pm

A. OPERATING AN ORTHOPEDIC HOSPITAL

B. Don Burman, CEQ
The Orthopedic Hospital of Oklahoma

B. STAFFING, PLANNING, EMPLOYEE

MANAGEMENT AND COMPENSATION

Sandra Jones MBA, MS, CASC, FHFMA, Principal,
Director of Management Services

Marjorie E. Vincent RN, MBA, CASC
Woodrum/ASD

3:00-3:40pm
A.THE FUTURE OF OUTPATIENT ORTHOPEDIC
SERVICES—A BULLISH FORECAST
John Cherf, MD, MPH, MBA, Orthopedic Surgeon

The Neurologic and Orthopedic Institute of Chicage
B. IN OFFICE VERSUS ASC REIMBURSEMENT FOR
PAIN MANAGEMENT
Amy Mowles, President

Mowles Medical Practice Management, LLC

3:45-4:25pm

A. CONSIDERING EXIT STRATEGIES——THE BLACK

HILLS STORY

Larry Teuber MD, Founder—Black Hills Surgery Cente
Medical Facilities Corporation

B. BILLING AND CODING ISSUES FOR

ORTHOPEDICS, PAIN MANAGEMENT AND

NEUROSURGERY

Caryl Serbin RN, BSN, LHRM President/Founder

Judith L. English, Vice President Business
Operations—Surgery Consultants of America, Inc
& Surgery Center Billing, LLC

4:30-5:10pm

A. CURRENT LEGAL AND REGULATORY ISSUES
FOR ASCs

Scott Becker JD, CPA, Partner

Morgan G. Moran, JD, Associate

Krist Werling, JD, Associate—McGuireWoods, LLP

EXHIBITS OPEN

=~

EQUIPMENT, REAL ESTATE AND WORKING
CAPITAL

Terry Gill, Vice President, National Sales Manager—
CIT Healthcare Financial Services

5:10-7:00pm
NETWORKING RECEPTION AND EXHIBITS

SaturbAay, June 11, 2005

CONCURRENT SESSIONS (A & B)

7:45-9:00am

. CONTINENTAL BREAKFAST AND EXHIBITS

" 9:00-9:40am
" A. THE FIVE LARGEST ASC COMPANIES—

MARKET AND FINANCIAL OVERVIEW

Carsten Beith, Managing Director—Cain Brothers

B. MOVING YOUR PROCEDURAL PRACTICE FROM
AN IN-OFFICE TO AN ASC ENVIRONMENT—AN
INTERVENTIONAL PAIN MEDICINE CASE STUDY
Mark Jang, CEO—Titan Health Corporation

Richard Lingenfelter, MD—Matrix Pain Management

9:45-10:25am

A. FACILITY DESIGN, CONSTRUCTION AND

DEVELOPMENT

John A. Marasco AlA, NCARB Principal
Marasco and Associates, Inc.

John C. Daly AlA, Vice President Healthcare Services—
McShane Construction Corporation

B. ADDING PAIN MANAGEMENT TO ASCs

(Speaker TBD - PINNACLE Ill)

10:30-11:10am
A. A WINNING ORTHO DRIVEN ASC JOINT
VENTURE WITH A HOSPITAL—A CASE STUDY
Thomas R. Yerden, CEO, President

Aspen Healthcare, Inc.
B. EVALUATING THE ADDITION OF ANCILLARIES
70 THE ORTHOPEDIC PRACTICE—PT, MRI, MOB
AND OTHERS
Stephen F. Dobias, CPA, Principal—Somerset CPA’s, PC

11:15-11:45am
A. THE PROS AND CONS OF A SINGLE VERSUS
MULT! SPECIALTY ASC
Barry Tanner CPA, President, CEO

Physicians Endoscopy, LLC
E. Timothy Geary, Chairman, CEQ

National Surgical Care
B. HOW TO CREATE A SUSTAINABLE AND
HEALTHY ASC PARTNERSHIP THROUGH EFFECTIVE
PARTNERSHIP VALUATION AND PARTNER
TRANSACTION MANAGEMENT
Elliot Jeter CPA, CFA, Partner Principal

Value Management Group, LLC
Todd J. Mello, MBA, AVA, Principal

HealthCare Appraisers, Inc.

11:50-12:30pm

A. THREE STEPS TO SELLING AN ASC

Scott Becker JD, CPA, Partner

Scott P. Downing, JD, Partner—McGuireWoods, LLP

B. DRIVING ASC VALUE THROUGH VENDOR

PARTNERSHIPS

Jerry Goodman, Vice President, National Accounts
Surgery Centers—Smith & Nephew Endoscopy

B. IMPLEMENTING AN ELECTRONIC MEDICAL

RECORDS SYSTEM

Thomas J. Pliura, MD, JD, President—Zchart

12:30pm MEETING ADJOURN

Visit www.beckersasc.com



REGISTRATION FORM

epla orty
Please use a separate 'eg/st/allon form for eac

e be
attendee.

ASC COMMUNICATIONS, INC.

The 3rd Annual Orthopedics, Neurosurgery and Pain Management Ambulatory Surgery Center

Conference and Exhibits
June 9-11, 2005

Chicago Marriott Michigan Avenue, Chicago IL

REGISTRATION INFORMATION

First/Last Name:

Degree: (As you wish it to appear on your badge.)
Title:
Facility/Company:
Address:
City/State/Zip:
Phone: Fax:

Email:
Web Site:

Demographic Information:

3 Physician
3 Nurse

0 Administrator, if so what is your title:

U Independent Professional, if so what is your title:
Q Other:

REGISTRATION FEES
ANNUAL CONFERENCE & EXHIBITS

Receive multiple registrant discount(s). The more people you send the greater discount you receive.
The prices listed below are per person. Your registration includes all conference sessions, materials,
and the meal functions.

MAIN CONFERENCE ONLY

FEES AMOUNT FEES AMOUNT
(Before 5/9/05) (After 5/9/05)
1st Attendee $525 $ $600 $
2nd or more Attendee(s) $425 $ $500 $
(From same facility)
MAIN CONFERENCE + PRE-CONFERENCE
FEES AMOUNT FEES AMOUNT
(Before 5/9/05) (After 5/9/05)
1st Attendee $725 $ $800 $
2nd or more Attendee(s) $625 $ $700 $
(From same facility)
OPTIONAL
Becker’s ASC Review (Published six (6) times a year) $99 (per year) $
TOTAL ENCLOSED $

PAYMENT INFORMATION

O Enclosed is check, payable to ASC Communications, Inc. Check #:

Q| authorize ASC Communications, Inc. to charge my: O
Credit Card Number:
Printed Cardholder Name:
Signature:

COMPLETE REGISTRATION FORM AND MAIL OR FAX AS FOLLOWS:
Mail: Make checks payable to ASC Communications, Inc. and mail to:
ASC Communications, Inc., PO Box 23220, San Diego CA, 92193
Fax: Fax registration form with credit card information to (858) 490-9016
Call: Phone (858) 490-9015 and register over the phone.

Cancellation Policy: Written cancellation requests must be received by May 6, 2005. Refunds are
subject to a $100 processing fee. Refunds will not be made after this date.

)
VS

Expiration Date:

~ GENERAL INFORMATION

OTEL RESERVATIONS

he Chicago Marriott Michigan Avenue
as set aside special group rates for
onference attendees. Please contact
he hotel directly to make your reserva-

jon. g gu e to menglgn yg_u a g ggggnd-

group rate or 503 .
Chicago Marriott Michigan Avenue
540 North Michigan Avenue
Chicago IL 60601
Phone: (800) 228-9290
Group Name: ASC Communications
Conference
$209 (Sgl/Dbl)

|
1broup Rate:

SUBSCRIBE TO BECKER'S ASC
REVIEW

Becker's ASC Review is published six
kG) times a year. if you would like to sub-
scribe please submit your $99.00 pay-
Fnent with your conference registration
ees.

CONFERENCE QUESTIONS

For additional information or questions
{egarding the conference please contact
the following:

Conference Director—
| Michelle Freeland

Phone: (858) 490-9015

Fax: (858) 4909016

mail: michelle@meetings-unlimited.com

xhibit/Sponsorship Director—
Ken Freeland

hone: (858) 490-9015

ax: (858) 4909016
mail: ken@meetings-unlimited.com
'eb: For updated conference

nformation please. visit-our website .at
ww.beckersasc.com

DA REQUESTS

f you require special ADA accommoda-
ions please contact us at (858)-490-
015.

H

CASC ACCREDITATION

This program is

approved for 14

hours of AEU
credit by BASC
Provider #3672.







Ambulatory Surgery Centers—
Orthopedics, Neurosurgery and Pain
Management Driven ASC Conference
continued from page 1

ing company has developed a forecast for
outpatient orthopedics over the next ten
years, neurosurgeons who operate surgery
centers and surgical hospitals, a legal and
regulatory update and several other top-
ics. We also have three leading companies
hosting a preconference session on estab-
lishing surgical centers, including one by
Surgery Consultants of America on devel-
oping physician-hospital joint ventures.
Separately, Ambulatory Surgical Centers of
America, Regent Surgical Health and Sur-
gery Consultants of America, Inc. will host
sessions in the preconference on establish-
ing physician-driven surgical centers. We
also have excellent sessions related to the
national view of ASCs from Greg Beasley
at HCA, on “flipping” hospital outpatient
departments into surgical centers by Aspen
Healthcare and on reconstructing a surgery
center around orthopedics by Robert Zasa
of Woodrum/ASD and Robert Kahn of
Northeast Texas Surgical Center. For infor-
mation, visit www.BeckersASC.com or call
Michelle Freeland at 858.490.9015.

management of EASCs
Strong Physician Relationships
Superior Center Profitability
Recognized Long-Term Value

F

News and Notes

GE Healthcare Financial
Services Summit.

We are privileged to have been invited
to participate on a panel relative to out-
patient services at the 2" Annual GE

visit www.beckersasc.com n

Health Care Financial Services Summit.
The conference includes speakers such as
Jeff Immelt, CEO of GE, Uwe Reinhardt (a
renowned health care economist), Chris
Matthews, Karen Ignagni, Nancy DeParle,
a Medpac commissioner, and others.

continued on page 13
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Partnerships

ng your vision through
our expertise
Physician Control

Group Dynamics Facilitators
Minimal Risk Model

1456 Ferry Road * Suite 305 ¢ Doylestown, PA 18901

Physicrians Enadoscopy

A MANAGEMENT & DEVELOPMENT COMPANY

meeting and exceeding
your needs
‘Turnkey Facility Startup

:Comprehensive Corporate Infrastructure
\Unparalleled Track Record

Surgery Center

Development
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sanageent S g

s and stathon of

www.ascentpartners.hiz

615.383.7383

Tel. 877.442.3687
www.endocenters.com
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Surgery Center Marketplace continued from page 5

renal disease are eligible for Medicare re-
imbursement after a short period of time
regardless of age. Further, the Medicare
payment rates have been essentially flat
for many years. Thus, the ability to make
larger profits through higher paid com-
mercial patients is not as prevalent as it
once was. Notwithstanding this fact, we
still continue to see substantial growth in
the dialysis business.

The Emergence of Quasi Joint
Ventures.

Increasingly, hospitals are attempting to
enter into quasi joint ventures with their
physicians. Here, the evolving structures
attempt to utilize a structure that will al-
low the hospital to bill under an outpatient
department rate. Then, it pays the joint
venture a per click fee relative to the ser-
vices rendered by the joint venture. This
concept grew out of language in the more
recent Stark regulations that allowed “per
click” relationships in certain situations.
That stated, we believe that this type of

structure raises very substantial risks from
an Anti-Kickback Statute perspective, tax-
exempt hospital perspective (where an ex-
empt hospital is involved in the venture),
and a Stark Act perspective. Thus, we have

been very cautious and have generally

=

been discouraging clients from entering
into such relationships. Nonetheless, there
are a number of systems that appear to be
embracing such efforts with little caution.
For an article on this issue, please email

AE e
A a{fanced Practice, Inc.

Healthcare Reimbursement & Operations
Consulting

Complex Third

o Billing Review
e CPT Coding Compliance

Assisting Ambulatory Surgery Centers with

Party Payor Regulations

& Operational Procedures

e Medicare Billing Compliance
* Operational Performance Review

e Managed Care Payment Review and Recovery

17101 Preston Road, Suite 180S e Dallas, Texas
Tel: 877-404-6668 » Fax: 972-931-9343

www. e-advancedpractice.com

® Business Valuation
« ASCs

= Physician Practices

= Diagnostic and Treatment Facilities

= Long Term Care Facilities and Programs

= Hospitals

e FMV Opinions for Compensation
and Service Arrangements

@ Consulting & Advisory Services

e Litigation Support

HealthCare
Appraisers

ing¢gcorpoyate

561.330.3488

# www.healthcareappraisers.com

me at sbecker@mcguirewoods.com. l




News and Notes continued from page 11
National Surgical Care
(*NSC")/Aspen HealthCare,

Inc. (“Aspen”).

We congratulate NSC and Aspen on their
recent combination. We expect Aspen and
NSC to complement each other well and
Aspen and Tom Yerden to help fuel the
growth of NSC.

Millennium Health Consulting,
LLC.

We congratulate Naya Kehayes, an ASC
consultant for her analytical work related
to managed care contracts for ASCs. She
is very smart and a speaker at FASA’s An-
nual Meeting on this subject.

HealthCare Financing.

Congratulations to Peter Myhre of MarCap
Financial who has done a tremendous job
at charging up the growth efforts of Mar-
Cap. MarCap is a pleasure to work with

and is both a smart and aggressive com-
pany.

We congratulate Jeff Fox on the growth of
his group within CitiCapital. CitiCapital
has re-emerged as one of the top two or
three firms, if not the number one firm in
the surgery center financing area over the
last 24 months. It has taken tremendous
effort for Jeff to convert the Copelco di-
vision into an integral part of CitiCapital
and he has done a terrific job in making
this a success.

Congratulations to Terry Gill who has re-
located from GE Healthcare Finance to
CIT Capital to head up their health care
financing group. He has been a long term
leader in the ambulatory surgery center
and imaging financing business. He is as
smart as anyone in the business. More-
over, he is a terrific gentleman and per-
son. We wish him great success in his new
position. B

visit www.beckersasc.com m

to mitigate your risk.

marcap

For more than 30 years, MarCap has provided
creative, flexible financing solutions. Our consultative
approach enables us to help you whether you're
developing a brand new center, expanding your
current.center or adding imaging capabilities. And
we’can:provide limited or non-recourse financing

So if your current funding source is doing alf the
talking, please call us at 800.621.1677, or visit us
on the web at www.marcapcorp.com.

financing for the health of your business

Mark Babin
West
949.642.7017

Brad Stern
Midwest
888.478.9845

Brent Upchurch
Mountain & Central
214.953.9382

200 West Jackson, Suite

Chicago, llinocis 60606

It’'s been said that money talks.
Here, it actually listens.

Jay Sliva
Northeast & Mid-Atlantic
203.259.2333

Scott Besece

Southeast
813.832.6091

2000

phone: 800.621.1677 faq: 312.425.2441

www.rmarcapcorp.com

A member of The Marmon Group of companies
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CMS Guidance On Hospital Compliance—Issues Of Import To ASCs

CMS issued additional compliance guid-
ance related to hospitals on January 31,
2005, Many of the issues also relate to
ASCs. A few of the key comments set forth
in the CMS issuance are as follows:

A. Billing and Coding is the
Biggest Risk Area

“Perhaps the single biggest risk area for
hospitals is the preparation and submission
of claims or other requests for payment
from the Federal health care programs.”

B. Use of Provider-Based
Status

“Improper claims for incorrectly desig-
nated “provider-based” entities—Certain
hospital-affiliated entities and clinics
can be designated as “provider-based”,
which allows for a higher level of reim-
bursement for certain services. Hospitals

should take steps to ensure that facilities
or organizations are only designated as
provider-based if they satisfy the criteria
set forth in the regulations.”

C. Contractual Joint Ventures
“Contractual ventures with existing clin-
ical laboratories and outpatient therapy
providers, among others, are also poten-
tially problematic, particularly if the ven-
ture is functionally a turnkey operation
that enables a hospital to use its captive
referrals to expand into a new line of
business with little or no contribution of
resources or assumption of real risk.”

D. Payments to Physicians

“Are the items and services obtained from
a physician legitimate, commercially rea-
sonable, and necessary to achieve a le-
gitimate business purpose of the hospital

(apart from obtaining referrals)? Assum-

~ ing that the hospital needs the items and

services, does the hospital have multiple
arrangements with different physicians,
so that in the aggregate the items or ser-
vices provided by all physicians exceed

. the hospital’s actual needs (apart from
| generating business)?”

“Does the compensation represent fair

. market value in an arm’s-length trans-

action for the items and services? Could
the hospital obtain the services from a
non-referral source at a cheaper rate or
under more favorable terms? Does the
remuneration take into account, directly
or indirectly, the value or volume of any
past or future referrals or other business
generated between the parties? Is the
compensation tied, directly or indirectly,
to Federal health care program reim-
bursement?”

Does Your ASC Need to be Resuscitated?

Are you disappointed with the financial results of your ASC?

Ambulatory Surgical Centers of America (ASCOA) can perform financial
and quality CPR on your under-performing center, We will invest in your
Center and implement the systems and strategies that have a proven record
of achievement.

Our results will astound you.
866-98ASCOA (866-982-7262)

“ambulatory surgical
~ centers of america™

OA

A




E. Use of Space by Physicians
without Charge

“In the case of physicians staffing hospital
outpatient departments, are safeguards in
place to ensure that the physicians do not
use hospital outpatient space, equipment,
or personnel to conduct their private prac-
tices? In addition, physicians working in
outpatient departments must bill the ap-
propriate site-of-service modifier. The
hospital should take reasonable steps to
ensure that physicians are aware of this
requirements and should take appropriate
action if it identifies physicians engaging
in improper site-of-service billing.”

F. Determining a Patient’s
Financial Need

“The OIG recognizes that what consti-
tutes a good faith determination of “fi-
nancial need” may vary depending on
the individual patient’s circumstances
and that hospitals should have flexibility

to take into account relevant variables.
These factors may include, for example:
(i) the local cost of living; (ii) a patient’s
income, assets, and expenses; (iii) a
patient’s family size; and (iv) the scope
and extent of a patient’s medical bills.
Hospitals should use a reasonable set of
financial need guidelines that are based
on objective criteria and appropriate for
the applicable locality. The guidelines
should be applied uniformly in all cases.
While hospitals have flexibility in make
the determination of financial need, we
do not believe it is appropriate to apply
inflated income guidelines that result in
waivers for beneficiaries who are not in
genuine financial need.”

G. Free Transportation

“The program was in existence prior to
August 30, 2002, the date of publica-
tion of the Special Advisory Bulletin on
Offering Gifts and Other Inducements

visit www.beckersasc.com E

to Beneficiaries. Transportation is of-
fered uniformly and without charge or
at reduced charge to all patients of the
hospital or hospital-owned ambulatory
surgical center (and may also be made

. available to their families). The transpor-
- tation is only provided to and from the

hospital or a hospital-owned ambulatory
surgical center and is for the purpose of
receiving hospital or ambulatory surgical
center services (or, in the case of fam-
ily members, accompanying or visiting
hospital or ambulatory surgical center

. patients). The transportation is provided
. only within the hospital’s or ambula-
. tory surgical center’s primary service
. area. The costs of the transportation are

not claimed directly or indirectly by an

. Federal health care program cost report

or claim and are not otherwise shifted
to any Federal health care program. The
transportation does not include ambu-
lance transportation.” W

Jon Vick

Tel 760-751-0250 (CA)
c-mail: jonvick2 @ aol.com
WWW.ascs-inc.com

ASCs Inc.

ASC Strategic
Partnering, Sales,
Purchascs,
Valuations, Mergers
& Acquisitions

Which one is right for you?
How much is your ASC worth?
How do you get the best terms?
How do you get the highest price? |
Sell a minority or a majority interest?

WANT ANSWERS? CALL US!

OMPANIES WANT
ST IN YOUR
ERY CENTER




