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STATE OF NEW YORK

4790
2015- 2016 Regul ar Sessi ons
I N SENATE
April 17, 2015

Introduced by Sen. HANNON -- read twi ce and ordered printed, and when
printed to be committed to the Conmittee on Health

AN ACT to anend the public health Iaw and the public authorities law, in
relation to establishing a private equity pilot program

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. Section 280l1-a of the public health |aw is anended by
addi ng a new subdivision 17 to read as foll ows:

17. (A) THE COVMM SSI ONER | S AUTHORI ZED TO ESTABLI SH A PI LOT PROGRAM TO
ASSI ST | N RESTRUCTURI NG HEALTH CARE DELI VERY SYSTEMS BY ALLONNG FOR
| NCREASED CAPI TAL | NVESTMENT. PURSUANT TO THE PI LOT PROGRAM THE PUBLI C
HEALTH AND HEALTH PLANNI NG COUNCI L SHALL APPROVE THE ESTABLI SHVENT, IN
ACCORDANCE W TH THE PROVI SIONS OF PARAGRAPHS (F), (G AND (H) OF TH' S
SUBDI VI SI ON AND SUBDI VI SION THREE OF THI S SECTI ON, OF NO MORE THAN TEN
BUSI NESS CORPORATI ONS FORMED UNDER THE BUSI NESS CORPORATI ON LAW SUCH
BUSI NESS CORPORATI ONS SHALL AFFI LI ATE, THE EXTENT OF THE AFFI LI ATION TO
BE DETERM NED BY THE COW SSI ONER, W TH AT LEAST ONE ACADEM C MEDI CAL
I NSTI TUTI ON OR TEACHI NG HOSPI TAL APPROVED BY THE COW SSI ONER. A BUSI -
NESS CORPORATI ON SHALL NOT BE ELI G BLE TO PARTI Cl PATE IN THI S PROGRAM | F
ANY OF | TS STOCK, OR THAT OF ANY OF I TS DI RECT OR | NDI RECT OMNERS, |S OR
WLL BE TRADED ON A PUBLIC STOCK EXCHANGE OR ON AN OVER- THE- COUNTER
MARKET.

(B) NOTW THSTANDI NG ANY PROVI SION OF LAW TO THE CONTRARY, BUSI NESS
CORPORATI ONS ESTABLI SHED PURSUANT TO THI' S SUBDI VI SI ON SHALL BE DEEMED
ELI G BLE TO PARTI Cl PATE | N DEBT FI NANCING PROVIDED BY THE DORM TORY
AUTHORI TY OF THE STATE OF NEW YORK, LOCAL DEVELOPMENT CORPORATI ONS AND
ECONOM C DEVELOPMENT CORPORATI ONS.

(©) THE FOLLOW NG PROVI SI ONS OF THI S CHAPTER SHALL NOT APPLY TO BUSI -
NESS CORPORATI ONS ESTABLI SHED PURSUANT TO THI'S SUBDI VI SION: (1) PARA-
GRAPH (B) OF SUBDI VI SION THREE OF THI S SECTI ON, RELATING TO STOCKHOLD-
ERS, OTHER THAN PRINCI PAL STOCKHOLDERS; (I1) PARAGRAPH (C) OF

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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SUBDI VI SI ON FOUR OF THI S SECTI ON, RELATI NG TO THE DI SPOSI TION  OF STOCK
OR VOTING RICGHTS; (I111) PARAGRAPHS (D) AND (E) OF SuUBDI VI SI ON FOUR OF
THI S SECTI ON, RELATI NG TO THE OANERSHI P OF STOCK; AND (1V) PARAGRAPH (A)
OF SuUBDIVISION THREE OF SECTION FOUR THOUSAND FOUR OF TH S CHAPTER,
RELATI NG TO THE OMNERSHI P OF STOCK. NOTW THSTANDI NG THE FOREGO NG THE
PUBLI C HEALTH AND HEALTH PLANNI NG COUNCI L MAY REQUI RE THE DI SCLOSURE OF
THE | DENTI TY OF STOCKHCOLDERS.

(D) THE CORPORATE PONERS AND PURPOSES OF A BUSI NESS CORPCRATI ON ESTAB-
LI SHED AS AN OPERATOR PURSUANT TO THI S SUBDI VI SI ON SHALL BE LIMTED TO
THE OWERSH P AND OPERATI ON, OR OPERATI ON, OF A HOSPI TAL OR HCSPI TALS
SPECI FI CALLY NAMED AND THE LOCATI ON OR LOCATIONS OF WHI CH ARE SPECI F-
| CALLY DESI GNATED BY STREET ADDRESS, CITY, TOM, VILLAGE OR LOCALITY AND
COUNTY; PROVI DED, HOWNEVER, THAT THE CORPORATE POWNERS AND PURPOSES NAY
ALSO | NCLUDE THE OWNERSHI P AND OPERATI ON, OR OPERATION, OF A CERTIFIED
HOVE HEALTH AGENCY OR LI CENSED HOVE CARE SERVI CES AGENCY OR AGENCI ES AS
DEFI NED I N ARTI CLE THI RTY-SI X OF TH S CHAPTER OR A HOSPI CE OR HGOSPI CES
AS DEFINED IN ARTICLE FORTY OF TH S CHAPTER, | F THE CORPORATI ON HAS
RECEI VED ALL APPROVALS REQUI RED UNDER SUCH LAW TO OWN AND OPERATE, OR
OPERATE, SUCH HOVE CARE SERVICES AGENCY OR AGENCIES OR HOSPI CE OR
HOSPI CES. SUCH CORPORATE POVNERS AND PURPOSES SHALL NOT' BE MODI FI ED,
AMENDED OR DELETED W THOUT THE PRI OR APPROVAL OF THE COWM SSI ONER.

(E)(1) IN DI SCHARA NG THE DUTI ES OF THEI R RESPECTI VE PCSI TI ONS, THE
BOARD OF DI RECTORS, COW TTEES OF THE BOARD AND | NDI VI DUAL DI RECTORS AND
OFFI CERS OF A BUSI NESS CORPORATI ON ESTABLI SHED PURSUANT TO THI S SUBDI VI -
SI ON SHALL CONSI DER THE EFFECTS OF ANY ACTI ON UPON:

(A) THE ABILITY OF THE BUSI NESS CORPORATI ON TO ACCOWVPLI SH I TS PURPCSE;

(B) THE SHAREHOLDERS COF THE BUSI NESS CORPORATI ON;

(© THE EMPLOYEES AND WORKFCRCE OF THE HOSPI TAL OR HOSPI TALS;

(D) THE | NTERESTS OF PATI ENTS OF THE HOSPI TAL OR HOSPI TALS;

(E) COVMUNI TY AND SOCI ETAL CONSI DERATI ONS, | NCLUDING THOSE OF ANY
COMVUNI TY I N WH CH FACI LI TIES OF THE HOSPI TAL OR HOSPI TALS ARE LOCATED;
AND

(F) THE SHORT- TERM AND LONG TERM | NTERESTS OF THE BUSINESS CORPO
RATI ON, | NCLUDI NG BENEFI TS THAT MAY ACCRUE TO THE BUSI NESS CORPCRATI ON
FROM | TS LONG TERM PLANS.

(2) THE CONSI DERATI ON OF | NTERESTS AND FACTORS I N THE MANNER REQUI RED
BY SUBPARAGRAPH ONE OF THI S PARAGRAPH:

(A) SHALL NOT CONSTITUTE A VICOLATION OF THE PROVI SI ONS OF SECTI ON
SEVEN HUNDRED FI FTEEN OR SEVEN HUNDRED SEVENTEEN OF THE BUSI NESS CORPO-
RATI ON LAW AND

(B) IS INADDTION TO THE ABI LI TY OF DI RECTORS TO CONSI DER | NTERESTS
AND FACTORS AS PROVI DED I N SECTI ON SEVEN HUNDRED SEVENTEEN OF THE BUSI -
NESS CORPORATI ON LAW

(F) WHILE ANY DECISION TO APPROVE A BUSI NESS CORPORATI ON UNDER THI S
SECTI ON MUST WEI GH AND BALANCE A NUMBER OF FACTORS, |IN DETERM NI NG
WHETHER TO APPROVE A BUSI NESS CORPORATI ON UNDER THI S SECTI ON, THE PUBLI C
HEALTH AND HEALTH PLANNI NG COUNCI L, | N CONSULTATI ON W TH THE COWM SSI O\-
ER, SHALL CONSI DER THE EXTENT TO WHI CH THE BUSI NESS CORPORATI ON:

(1) PROVIDES FOR EITHER EQUAL OR MAJORI TY GOVERNANCE RI GHTS OF THE
NOT- FOR- PROFI T HOSPI TAL PARTNER, REGARDLESS OF EQUITY STAKES, THROUGH
VEEI GHTED CLASS VOTI NG STRUCTURE OR OTHERW SE;

(2) 1 NCORPORATES A REPRESENTATI VE GOVERNANCE MODEL THAT:

(A) CLEARLY DELI NEATES AUTHORI TY AND RESPONSI BI LI TY FOR THE HOSPI TAL' S
OPERATI ONS; AND

(B) DEFINES MECHANI SM5 FOR APPROVAL OF DESI GNATED SHAREHOLDERS OR
| NVESTORS;
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(3) 1I'S I NCORPORATED AS A BENEFI T CORPORATI ON UNDER THE BUSI NESS CORPO
RATI ON LAW

(4) COW TS TO MAI NTAI NI NG OR ENHANCI NG EXI STI NG LEVELS OF SERVI CES,
CHARI TY CARE AND CORE COVMUNI TY BENEFI TS;

(5) I DENTIFIES AN ACTI ONABLE STRATEGY TO MONITOR AND MAINTAIN OR
| MPROVE QUALI TY OF CARE;

(6) EXPLAINS THE LEVEL OF CAPITAL COW TMENT AND THE MECHANI SM OR
MECHANI SMS FOR | NFUSI NG CAPI TAL | NTO THE NOT- FOR- PROFI T HOSPI TAL PART-
NER;

(7) EXPLAINS HOWIT WLL RETAIN THE WORKFORCE, EI THER I N EXI STI NG JOBS
OR THROUGH RETRAI NI NG AND ADDRESSES OBLI GATI ONS ONED TO EMPLOYEE BENE-
FI'T PLANS AND PENSI ONS;

(8) WLL CREATE A FOUNDATI ON TO ADDRESS THE PUBLI C HEALTH NEEDS OF THE
COVMUNI TY; AND

(9) | DENTIFIES HOW PROFIT DI STRIBUTIONS SHALL BE MADE IN A WAY TO
ENSURE THAT THE COVMMUNITY'S ACCESS TO QUALI TY CARE AND CORE COMMUNI TY
BENEFI TS ARE NOT COVPROM SED AND ACCESS TO CAPI TAL IS NOT COVPROM SED.

NONE OF THE FOREGO NG FACTORS SHALL BE DI SPCSI TI VE | N THE APPROVAL OR
DI SAPPROVAL OF THE BUSI NESS CORPORATI ON.

(G NO BUSI NESS CORPCRATI ON SHALL BE APPROVED UNDER THI S SECTI ON THAT
FAI LS TO ATTEST THAT I T WLL PROVI DE THE NOT- FOR- PROFI T HOSPI TAL PARTNER
W TH THE EXCLUSI VE AUTHORI TY OVER FUNCTIONS RELATING TO ITS EXEMPT
STATUS.

(H THE BOARD OF DIRECTORS OF A BUSINESS CORPORATI ON ESTABLI SHED
PURSUANT TO THI' S SUBDI VI SI ON SHALL BE DEEMED A " GOVERNI NG BODY" FOR THE
PURPCSES OF SECTION TWENTY-ElI GHT HUNDRED THREE-L OF THI S ARTI CLE AND
SHALL COWLY WTH THE PROVI SIONS OF SUCH SECTION, REGARDLESS OF THE
CORPORATI ON' S PROFI T- MAKI NG STATUS.

(1) A SALE, LEASE, CONVEYANCE, EXCHANGE, TRANSFER, OR OTHER DI SPCSI -
TION OF ALL OR SUBSTANTI ALLY ALL OF THE ASSETS OF THE BUSINESS CORPO-
RATI ON SHALL NOT BE EFFECTI VE UNLESS THE TRANSACTI ON | S APPROVED BY THE
COW SSI ONER.

NO SUCH TRANSACTI ON MAY OCCUR W THI N THREE YEARS OF THE COWM SSI ONER' S
APPROVAL OF THE BUSINESS CORPORATION S PARTICIPATION IN THE DEMON-
STRATION PRQIECT. |IN APPROVING SUCH A TRANSACTIQN, THE COW SSI ONER
SHALL CONSI DER, AMONG OTHER THI NGS, WHETHER THE TRANSACTI ON:

(1) 1 MPOSES SAFEGUARDS TO PROTECT QUALI TY AND ACCESS TO CORE COVMUNI TY
SERVI CES DURI NG THE TRANSI TI ON TO THE NEW | NVESTOR;

(2) REQUI RES THE SUBSEQUENT | NVESTOR TO GUARANTEE ALL OBLI GATI ONS,
| NCLUDI NG THOSE DESCRI BED | N SUBPARAGRAPH SEVEN OF PARAGRAPH (F) OF THI S
SUBDI VI SI ON;

(3) WLL MAI NTAIN THE HOSPI TAL GOVERNANCE STRUCTURE; AND

(4) 1 MPOSES M NI MUM CAPI TALI ZATI ON CRI TERI A POST- TRANSACTI ON.

(J) NO LATER THAN THREE YEARS AFTER THE ESTABLI SHVENT OF A BUSI NESS
CORPORATI ON UNDER THI' S SUBDI VI SI ON, THE COW SSI ONER SHALL PROVI DE THE
GOVERNOR, THE TEMPORARY PRESI DENT OF THE SENATE AND THE SPEAKER OF THE
ASSEMBLY W TH A WRI TTEN EVALUATI ON OF THE PI LOT PROGRAM SUCH EVALUATI ON
SHALL ADDRESS THE OVERALL EFFECTI VENESS OF THE PROGRAM IN ALLOWNG FOR
ACCESS TO CAPI TAL | NVESTMENT AND THE | MPACT SUCH ACCESS MAY HAVE ON THE
QUALI TY OF CARE PROVI DED BY HOSPI TALS OPERATED BY BUSI NESS CORPORATI ONS
ESTABLI SHED UNDER THI S SUBDI VI SI ON.

S 2. Paragraph (b) of subdivision 2 of section 1676 of the public
authorities law is anended by adding a new undesignated paragraph to
read as foll ows:

SUCH BUSI NESS CORPORATI ONS AS ARE ESTABLI SHED PURSUANT TO SUBDI VI SI ON
SEVENTEEN OF SECTI ON TWENTY- El GHT HUNDRED ONE- A OF THE PUBLI C HEALTH LAW
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FOR THE ACQUI SI TI ON, CONSTRUCTI ON, RECONSTRUCTI ON, REHABI LI TATION AND
| MPROVEMENT, OR OTHERW SE PROVIDING FURNI SHING AND EQUI PPING OF A
HOSPI TAL OR HOSPI TALS.

S 3. Subdivision 1 of section 1680 of the public authorities lawis
amended by addi ng a new undesi gnat ed paragraph to read as fol |l ows:

SUCH BUSI NESS CORPORATI ONS AS ARE ESTABLI SHED PURSUANT TO SUBDI VI SI ON
SEVENTEEN OF SECTI ON TWENTY- El GHT HUNDRED ONE- A OF THE PUBLI C HEALTH LAW
FOR THE ACQUI SITION, CONSTRUCTIQN, RECONSTRUCTI ON, REHABI LI TATI ON AND
| MPROVEMENT, OR OTHERW SE PROVIDING FURNISHING AND EQUI PPING OF A
HOSPI TAL OR HOSPI TALS.

S 4. This act shall take effect imediately.



