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S3-5. Question 14 Explain the regulatory process in 
California and provide evidence of 
California’s approval of the Proposed 
Transaction. 

California Board of Pharmacy: 

The California Board of Pharmacy considers the 
transaction to be a “change of ownership” such 
that a new pharmacy permit application must be 
submitted, and a new pharmacy permit obtained 
effective on the date of closing, for each existing 
pharmacy permit held by the operating entities. 

In November 2019, the change of ownership 
applications were submitted to the Board. 

The change of ownership applications remain 
pending at the Board of Pharmacy, and we will 
receive permits upon completion of the Rhode 
Island regulatory review and closing the 
transaction. 

California Department of Managed Health Care 

 California’s Knox-Keene Health Care Services Act 
 requires California managed care health care  
 service plans to obtain a license from the  
 Department of Managed Health Care  
 (“Department”), which is responsible for licensing  
 and regulation. (California Health & Safety Code,  
 §1340 et seq.).    

 
 Prospect Health Plan, Inc. (“PHP), which has had  
 a full service license since 2014, filed its material  
 modification application with the Department on  
 December 31, 2019, seeking approval of the  
 merger transaction. 
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S3-8. Financial Provide the PMH balance sheets as of 
(1) February 22, 2018 and (2) 
September 24, 2019. 

Prospect does not maintain mid-month or 
interim balance sheets.  As such, balance sheets 
for the exact dates requested are not available.  
We are providing balance sheets closest to the 
dates requested.  

(1) For February 22, 2018: 
- Please see Bates No. C-CIIH-007667 
- Please see Bates No. C-CIIH-007668  

(2) For September 24, 2019: 
- Please see FY19 Financial Statement (for 

the year ended September 30, 2019) 
previously produced at CIIH16-006630 to 
CIIH16-006692 

S3-9. Financial Provide the annual routine capital 
needs of each of the Rhode Island 
Hospitals for the prior three (3) years, 
as well as the anticipated routine 
capital needs for the next year. 

Please see Bates No. CIIH-007734. For FY2021, 
Prospect expects to commit to spend 
approximately $10 million on routine capital at 
CharterCARE hospitals, which routine capital 
may include expenditures on  

1) Equipment; 
2) Infrastructure improvements; 
3) Physician Engagement Strategies; and  
4) Information Technology (including but not 

limited to new system implementation costs 
and software for clinical, financial and office 
functions). 
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     Appropriate routine and capital budgets are  
 then allocated based on such assessments. 
 

 Prospect uses its capital expenditures to  
 maintain its facilities and equipment to provide 
 its high quality of care. 
 

S3-31. MPT Transaction Regarding Exhibit C to the RPAPA, if the 
Rhode Island Hospital Properties are joined, 
will the Rhode Island Hospital Properties 
have repair requirements? It appears that 
MPT has already undertaken its due 
diligence with respect to the Rhode Island 
Hospital Properties. Please provide whatever 
capital requirements have been determined 
for the Rhode Island Hospital Properties. 

Yes, the Rhode Island Hospital Properties 
would be subject to the same Reserves for 
Major Repair provisions per the agreement. 
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S3-34. MPT Transaction Is an overdue interest rate in effect under 
any of the MPT documents? If so, please 
provide the rate and explain any adverse 
impact on the Rhode Island Hospitals. 

No – there is no overdue interest rate in effect 
under any of the MPT documents. 

S3-35. MPT Transaction Please provide any and all documentation 
related to a sale leaseback with MPT of 
Prospect’s equipment. If no such sale 
leaseback is under way, will occur, and/or has 
been completed, please confirm such. 

No, a sale leaseback with MPT of PMH’s 
equipment has not taken place and is not 
under way.  There are no present plans for any 
such sale/leaseback of equipment.   

S3-36. MPT Transaction  Please confirm that any and all equipment 
 associated with the Rhode Island Hospitals  
 are not and will not be part of any sale  
 leaseback of  equipment with MPT. 

 Any and all equipment associated with the  
 Rhode Island Hospitals is not currently part of  
 any sale leaseback of equipment with MPT.   
 There are no present plans for any equipment  
 associated with the Rhode Island Hospitals to  
 be part of a sale leaseback of equipment with  
 MPT.   
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