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Proposed transaction:  
Prospect Medical Holdings buys GWHN assets 
 

• Overview of our Process 
• Carl Contadini, Chairman, Board of Directors, Greater Waterbury 

Health Network  

• GWHN Today and Future Plans  
• Darlene Stromstad, FACHE, President/CEO, Greater Waterbury 

Health Network  

• Susan Cordeau, BS, RN, Director, Performance Improvement,  
Waterbury Hospital  

• Medical Staff Involvement 
• Carl Sherter, MD, Former Chief of Staff, Member of GWHN Board 

Transaction Committee 

• Representatives from Prospect Medical Holdings 
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OVERVIEW OF OUR 
PROCESS 
Carl Contadini, Chairman, Board of Directors  

Greater Waterbury Health Network  
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Long journey  

GWHN Board began reviewing options for sustaining 
the organization more than 10 years ago 
 

• 2005:  Commissioned study on merger with Saint 
  Mary’s Hospital (SMH) 

• 2006-07:   Discussions between GWHN & SMH 

• 2007:  Draft OHCA report recommends consolidation 
  of two hospitals 

• 2008: Unable to reach agreement, discussions end 
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Sense of urgency   

• 2009:  GWHN defaults on CHEFA bond covenants 
• 2010: Board engaged consultants to analyze  
  projected capital needs; anticipated cash 
  would be depleted by 2015 

• 2011:  Board forms task force to chart future course 
  of GWHN; new CEO hired 

• 2011: Investment advisors – Cain Brothers –  
  selected to lead process to cast net for  
  potential partners 
  - Priority was sustainable, high quality,  
            accessible healthcare 
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Proposed venture: LHP, GWHN & SMH 

• 2011: Two finalists selected – Vanguard Health and 
  LHP  
• 8/2011: LHP, which had an LOI with SMH, was  
  selected based on its promise to build a  
  new hospital 
• 2011-12: Work continues on merger of two Waterbury  
  hospitals 
• 8/2012:  LHP terminates relationship with both  
  hospitals; leaves Connecticut 
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And the next chapter 

• 8/2012: GWHN task force regroups, meets with SMH  
  to explore any possibility to work together  
  No path forward identified 
• Fall 2012: Task force again goes back into market; 
  reaffirms priority to provide sustainable, high
  quality, accessible healthcare with a  
  commitment to invest in outpatient service  
  strategy, physician recruitment, capital  
  upgrades 
• Fall 2012: Two finalists interviewed – Vanguard Health  
  and Prospect Medical Holdings 
• 10/2012: Vanguard Health selected 
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Process continues 

• August 2013:  Vanguard announces strategic alliance 
   with Yale New Haven Health System 
• October 2013: Tenet Healthcare purchases Vanguard 
• July  2014:  Tenet announces inclusion of SMH in 

   deal (two separate hospitals in  
   Waterbury under one parent company) 

• October 2014:  GWHN public hearing held 
• November 2014:  Transaction approved with over 70  

   conditions 
• December 2014: Tenet announces departure from CT 
• January 2015: In spite of political overtures, Tenet  
   departure final  01651



New strategy & Prospect Medical 
Holdings  

• GWHN defines two-part strategy:   
• rebuild the organization  
• simultaneously identify potential partners 
 

• Spring 2015: Limited pool of potential partners  

• 5/2015:  LOI with Prospect Medical Holdings 
   announced 

• 8/2015:  GWHN holds first public hearing 

• 12/2015:  GWHN enters into a forbearance  
   arrangement with its bondholder  
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Overview of transaction  

• Approximately $45 million purchase price, subject to 
certain adjustments 
(cash, assumption of certain liabilities, such as pension) 

 

• Approximately $55 million capital commitment, 
subject to certain adjustments 
• Facility improvement 

• Equipment updates 

• Development of Coordinated Regional Care model  
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Overview of transaction  

• Included   Substantially all assets including 
    hospital, physician practices,  
    joint ventures, real estate 
 

 
• Excluded    Restricted funds, charitable  

    assets, child care center, captive  
    insurance company, inactive  
    entities, certain liabilities  
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Overview of transaction  

 

• Continued operation of Waterbury 
Hospital 

• Continued involvement of an 
advisory board that includes 
community representatives 

• Capital investments to improve 
facilities and equipment and 
physician recruitment and network 

• Hire all employees and assume 
contracts 

• Continuation of charity care and 
indigent care 

• Establishment of community 
foundation to oversee certain 
charitable funds  
 
 

Prospect Medical Holdings, Inc. to buy substantially all 
assets of GWHN 
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The Community Foundation 

• A new, totally independent foundation will be formed 

• Hold or receive the benefit of certain charitable assets 

• Receive net proceeds of sale 

• No post-closing liabilities  
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GWHN TODAY & FUTURE 
PLANS  
Darlene Stromstad, FACHE 

President/CEO, Greater Waterbury Health Network  
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2015: Implications of Tenet’s Departure  

• Organization had suffered deeply from the departure of 
Tenet  

• Employees left 

• Physicians changed allegiances, some invested in 
competitive surgery centers  

• Dual challenge of running a high quality hospital with 
decreasing funds and working on a new deal  
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Focused goals 

• Chose Prospect for 
several reasons:  

 

• Understand the regulatory 
environment of the 
Northeast 

• Address immediate needs 
while making a long-term 
commitment for growth 

• Offer least disruption to our 
services and employees 

• Had experience in new 
models of healthcare 
payment and delivery 

• Successful in Rhode Island  01659



Aligned mission 

• Industry dramatically changing, moving from fee-for-
service to value-based 

• Reimbursement changing – and it is not getting any 
easier 

• Enormous pressure on hospitals like ours  
– simultaneously addressing financial stresses while adapting to a  
   new payment and delivery system  
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Greater Waterbury Health Network 
• The Waterbury Hospital  
• VNA Health at Home 
• Greater Waterbury Management 

Resources 
• Greater Waterbury Health Services 
• Alliance Medical Group 
• Cardiology Associates of Greater 

Waterbury 
• Access Rehab Centers 
• Imaging Partners 
• Waterbury Gastroenterological Co-

Management 
• Harold Leever Cancer Center 
• Heart Center of Greater Waterbury 
• Greater Waterbury Imaging Center   
• Valley Imaging Partners  
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Who We Serve  
• 12,000 people are treated at Waterbury 

Hospital as inpatients 
• 180,000 individuals are treated on an 

outpatient basis 
• 54,000 visits are made to the 

Emergency Department  
• 134,000 visits are made to our 

employed, community physicians   
• 2,300 patients are cared for by VNA 

Health at Home 
• 150,000 patients are treated at Access 

Rehab Centers  
• Region’s most comprehensive 

behavioral health services 
• Comprehensive HIV/AIDS program, with 

largest HIV primary care clinic in 
Northwest Connecticut, serving over 450 
patients annually 
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Greater Waterbury Health Network  

• Financially and operationally stable 

• No access to capital to be competitive and sustainable 

• Proud history – 126 years – of providing world class, high 
quality healthcare in a teaching environment 

• Care for some of the state’s most at-risk population; and 
are proud to be their advocate 
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Prospect partnership 

• Strong medical staff partner  
– IPA already has 300 plus members 

• Long history of population health management  
– discussions with health plans underway 

• Access to capital  
– plans underway for capital projects and upgrades 
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Our relationship with Prospect 

• Prospect meets our 
original goals of:  
• Sustainability  

• Access to capital, in this for 
the long-haul, experienced 
healthcare company, 
demonstrated commitment 
to the Northeast 

• Accessibility  
• Charity care, continuation of 

services, physician 
recruitment, outpatient 
service development 

• High quality healthcare  
• Reassurances that our 

quality initiatives, staff and 
investment will never be less 

 
 
 

01665



Ensuring high quality healthcare into 
the future   
• In late 2015, GWHN learned of CMS violations at 

Prospect’s California hospitals.  Board task force led 
further due diligence on quality assurance and 
performance improvement 

• Rigorous process put in place to review Prospect’s plan 
and processes for ensuring high quality healthcare  
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QUALITY OF CARE: DUE 
DILIGENCE PROCESS  
Susan Cordeau, BS, RN 

Director, Performance Improvement 

Waterbury Hospital  
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Close scrutiny of quality  

• Task force of seven, representing medical staff, Board of 
Directors, nursing and quality/performance improvement 

• Purpose:  
• review the IJ CMS survey violations of California-based hospitals, 
• review Prospect’s actions 
• make a recommendation to the Board of Directors 
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Scope of review  

• Requested all CMS deficiencies for all PMH hospitals for 
the last 3 years 

• Areas of concern limited to California hospitals where 
there were several Immediate Jeopardy (IJ) findings 

• Process included review of the IJ survey materials, follow-
up questions and conference call with Prospect exec, on-
site visits to CharterCare in Rhode Island and to Los 
Angeles County Hospital, Culver City 
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Initial concerns raised 

• Will the quality of care of GWHN be maintained? 

• Will there be adequate financial and human resources to 
ensure quality care into the future? 

• How does Prospect handle significant challenges?  
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Specific issues identified in California 
hospitals  

• Pattern of widespread ineffective sterilization processes 

• Issues of temp and humidity control 

• Leadership/governing body oversight 

• Failure of hospital to follow through on its corrective action 
plans 
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Results 

• Affected only three of the 14 Prospect hospitals; limited in 
scope 

• Prospect approached the issue vigorously with both 
financial resources and experienced quality team 

• Senior leader at Prospect extremely transparent and 
knowledgeable 

• Provided detailed explanations and plans for changes 
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Results 
• Discussed new corporate organizational structure 
• Reiterated that quality needs to be controlled locally with 

corporate oversight and support 
• Rhode Island experience very reassuring; adequate, timely 

resources consistently available 
 

The changes that they were able to make in a short time 
reflect a commitment to quality and availability of deep 

financial resources.  
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Recommendation to move forward 

• On Thursday, April 13, task force reported its process and 
findings to the Board of Directors 

• Proposed the transaction with Prospect Medical Holdings 
move forward, with recommendations; approved 
unanimously by the Board of Directors 
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Recommendations 

• Memorialized in Quality Assurance letter: 
 

• Maintain current quality programs 
• Continue in Joint Commission program 
• Maintain current reporting structure to local 
CEO and add corporate legal 

• Share evidence-based practices across system 
• Provide adequate financial resources for facility 
and staff 
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MEDICAL STAFF 
INVOLVEMENT 
Carl Sherter, MD, Former Chief of Staff, Member of 
GWHN Board Transaction Committee 
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CONCLUDING REMARKS  
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Mitchell Lew, MD, President, Prospect Medical Holdings 
Von Crockett, Senior VP, Corporate Development, Prospect Medical Holdings 
Jonathan Spees, Senior VP, Mergers & Acquisitions, Prospect Medical Holdings 
Tom Reardon, President, Prospect Medical Holdings, East 
Steve Aleman, CFO, Prospect Medical Holdings 

GWHN and Prospect: Committed to Community 

1 
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 Local governance; local 
physician leadership 

 Investment in hospitals and our 
communities  

 Continued employment and 
creation of new jobs 

 Expansion of programs/services 
to improve access and quality  
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Who is Prospect? 
We Operate Local Community Hospitals 
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 14 community hospitals in CA, TX, RI 
and NJ 

 Serving many different communities 

 Medical, surgical, tertiary/sub-specialty 
surgical, psychiatric and long-term care 
services 

 Over 40 outpatient clinics and centers 
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Our Hospitals 
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 Independent Practice Association (IPA) physicians focused  
on delivering the best care 

 Prominent Southern California medical groups  

 Growing in TX, RI and NJ 

 Contracted with all major health plans 

 8,900 primary care/specialist physicians 

 300,000-plus members  

 Coordination of care across the  
entire continuum 

 Goal is to achieve excellence in clinical outcomes  
and patient experience 
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Our Medical Groups 
Multi-Specialty Healthcare Provider Without Walls 
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 Coordinated-Regional-Care (C-R-C) integrates hospitals, physicians 
and other medical and community providers, working closely with 
health plans and government payers to achieve improved patient 
care and satisfaction 
• Implemented in 7 regions in                                                                            

CA, TX and RI; in development                                                                                           
in NJ, CT and PA 

• Population health                                                                            
management 

• Unique model of care                                                                       
provides higher value  
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Coordinated-Regional-Care 
Prospect’s Innovative Care Delivery Model 
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Improved Care and Outcomes 

 Multi-disciplinary care teams for high-risk patients (24/7) 
 Patient and family engagement  
 Homebound program 
 Disease-specific care plans 
 Integrated behavioral health  
 Quality care coordinators (day-to-day  

outreach) 
 Hospital/SNF/institutional case management 
 Physician-led network  

Our Patient-Centered and Physician-Led Approach 
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Financial Performance 
 Revenue compound annual growth rate (2011-15)             27.62% 
 Adjusted EBITDA compound annual growth rate (2011-15)   25.57% 

Acquisitions and Integration 
 History of improved operational and financial performance with 

acquisitions 
• CharterCARE Health Partners 
• East Orange General Hospital 

 Acquisitions accretive year one with improved performance 
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Prospect’s Financial Strength 
Demonstrated History of Growth 
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 Medical Groups 
• Steady capitation payments and management fees 

 Hospitals 
• Diversified payor mix 
• Multi-state platform 
• Predictable supplemental payments 

 Ability to satisfy acquisition commitments without  
additional debt 
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Prospect’s Financial Strength 
Diversified Model = Strong, Predictable Free Cash Flow 
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 Conservative debt leverage ratio allows flexibility to raise 
additional capital  

 

 

 

 

 Access to capital markets (banks and bonds) 

 Private equity group  
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Prospect’s Financial Strength 
Access to Capital 

Industry Leverage Ratio Comparison 

Prospect 2.71X 

HCA 3.7X 

CHS 5.4X 

Tenet 6.3X 
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 California Association of Physician Groups (CAPG) Standards of 
Excellence Program – “Elite Status” (2012-2015)  

 Integrated Healthcare Association (IHA) recognition of outstanding 
performance in “Meaningful Use of Health IT” and “Clinical Quality” 

 Awards from the State of California Department of Managed Health 
Care (DMHC) for excellence in cardiovascular disease, cholesterol 
control and diabetes care 

 4 and 5 STAR – Medicare health plan quality and performance 
ratings    
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Prospect’s Commitment to Quality 
Our Award-Winning Southern California Medical Groups 
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Prospect’s Commitment to Quality  

 Blue Cross/Blue Shield (RI) Blue Distinction Center for Hip, Knee & Spine 
Surgery Programs, 2016 (Roger Williams Medical Center and Our Lady of 
Fatima Hospital, RI) 

 American College of Surgeons-designated Academic Comprehensive Cancer 
Center, 2015 (Roger Williams Medical Center, RI) 

 Joint Commission-certified for Advanced Primary Stroke Center, Diabetes Center  
and Joint Hip Replacement, 2015 (Our Lady Of Fatima Hospital, RI) 

 Joint Commission Bariatric Center of Excellence (Nix Medical Center, TX) 

 CareChex Awards – Top 10% nationwide – General Surgery (Nix Medical Center, 
TX); Vascular Surgery (Los Angeles Community Hospital, CA); Hip Fracture 
(Southern California Hospital at Culver City, CA) 

Our Hospitals’ Distinctions and Awards 
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 Recent surveys at California 
hospitals 

 Response to survey results 

 Expectations for ongoing quality 
improvement 
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Prospect’s Commitment to Quality 
Quality Enhancements at California Hospitals 
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 Philosophy – Right care/right time/right setting 

 Mission – Outcomes, patient safety, integrity, communication 
and collaboration 

 Goal – Become a high reliability organization promoting patient- 
focused, high-quality, safe, compassionate, efficient and 
effective care 

 Model – Structure       Process       Outcomes 

• Donabedian quality of care framework 
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Prospect’s Commitment to Quality 
Corporate Performance Improvement Program 
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Prospect’s Commitment to Quality 
Corporate Quality Structure 

East Regional VP of 
Quality and Patient 

Safety 

West Regional VP of 
Quality and Patient 

Safety 

VP of 
Regulation & 

Accreditation Programs 

Corporate Director 
Performance 

Improvement (PMP) 

Director Survey 
Readiness Team 
(SME EOC & LS) 

Director Survey 
Readiness Team 

(SME Clinical Practice) 

Director Survey 
Readiness Team  

(SME IP) 

Quality  
Coordinator / Assistant Data Analyst 

Corporate Chief 
Quality & Patient 

Safety Officer 

Corporate and Regional Quality Department Structure 
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Prospect’s Commitment to Quality 
Quality/Patient Safety Reporting Structure 
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East Regional  
Individual Hospital 
Quality and Patient 
Safety Committees 

East Regional Quality 
and Patient Safety 
Steering Council 

West Regional Quality 
And Patient Safety 

Council 

Corporate Council 
Subcommittees 

 
Corporate Subcommittee 

Work Groups 
 

Corporate Quality and 
Patient Safety Steering  

Counsel 

West Regional 
Individual Hospital 
Quality and Patient 

Safety Council 

Quality and Patient Safety Communication and Reporting Structure 
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Prospect’s Commitment to Quality 
Quality/Patient Safety Steering Council Subcommittee 
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Infectious Disease 
Preparedness 

Committee 

Quality and 
Patient Safety 

Advisory Council 

Medications 
Safety 

HAC & HAI 
Reduction 
Committee 

Sepsis 
Work Team 

Anti-microbial 
Stewardship 
Work Team 

Ventilator 
Management 
Work Team 

Blood Utilization 
Work Team 

Hand Hygiene 
Initiative Work 

Team 

Falls Prevention 
Work Team 

CLABSI Reduction  
Work Team 

CAUTI Reduction 
Work Team 

Pressure Ulcer 
Prevention  
Work Team 

Quality and  
Patient Safety  

Steering Council 

Clinical Excellence 

Corporate Quality and Patient Safety Steering Council Subcommittee/ 
Work Group Sample Structure 
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 Adopting high reliability behaviors  
to ensure a reduction in overall 
medical errors 

• Leadership commitment 

• Just culture of safety 

• Widespread deployment of  
highly effective performance 
improvement tools 
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Prospect’s Commitment to Quality 
Corporate Quality Improvement Process 
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 Support ongoing survey readiness 

 Adopt patient experience, clinical excellence and  
high reliability best practices 

 Create/adopt data dashboards and analysis tools 

 Promote consistent risk identification and mitigation 

 Optimize pay-for-performance and publicly reported outcomes 

 Integrate technology 
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Prospect’s Commitment to Quality 
Corporate Quality Improvement Strategies 
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 Analyze data and trends for performance improvement 
opportunities 

 Assist with development of quality and patient safety agendas 

 Provide organizational knowledge and systems thinking 

 Motivate and strategize organizational change 

 Ensure compliance with action items 

 Provide oversight for chartered committees and work groups 
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Prospect’s Commitment to Quality 
Corporate Quality and Patient Safety Councils 

01696



 Purchase price: $45 million 
• Subject to adjustments provided for in the Asset Purchase Agreement 

 Capital expenditures: $55 million 
• Reduced for assumption of capital leases (up to a maximum of $3.5 million)  

• Reduced if assumed liabilities exceed the purchase price (up to a maximum of 
$5 million)  

• Reduced if post-closing claims due from GWHN to Prospect  during the first 
three years after the closing are not paid (up to a maximum of $4.5 million) 

• Restructured (in consultation with the Local Board) if legal requirement that 
discriminates against for-profit hospitals materially affects Prospect 

20 

Our Commitment to the Community  
What Prospect Brings to GWHN 
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 Charity care – commitment to maintain current policies 
 Management – commitment to local management 
 Local advisory board – physicians and community leaders 
 Medical staff – maintain and support 
 Hospital services – maintain and grow 
 Employees – hire all employees in good standing 
 Quality – retain quality programs at Waterbury Hospital 
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Our Commitment to the Community  
What Prospect Brings to GWHN 
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 Consult with Prospect in developing post-closing strategic and  
capital plans, including modifications as appropriate to reflect 
changes in clinical practices, community need, reimbursement, etc. 

 Responsible for medical staff credentialing 

 Maintain and oversee the GWHN quality assurance program, 
including administration of the Quality Commitment Letter  

 Oversee and manage accreditation  
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Role of GWHN’s Local Advisory Board 
Prospect’s Commitment to Local Governance 
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 Initially 11 members  
• Five from current GWHN Board 
• Five physicians,  
• Hospital CEO 
• Will include Chief of Medical Staff and Senior Clinical  

Quality Executive 

 Initial Local Board nominated by Governance Committee of the 
GWHN Board and approved by the GWHN Board, thereafter 
appointed by Prospect/GWHN management 

 Staggered three-year terms 
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GWHN Local Advisory Board Structure 
Prospect’s Commitment to Local Governance 

01700



 Board member selection criteria 

• Diversity in age, gender, race and town of residence with the goal 
of reflecting the communities served 

• Possess expertise and backgrounds that align with Local Board 
roles and responsibilities 

• Have demonstrated a commitment to GWHN’s mission 
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GWHN Local Advisory Board Structure 
Prospect’s Commitment to Local Governance 
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Prospect ... 
 Formed a multi-specialty IPA with 100+ primary care providers 
 Increased employed physicians by 50+ 
 Expanded outpatient clinics beyond service area 
 Invested in outpatient oncology center 
 Achieved academic certification of cancer center 
 Provided significant strategic capital 
 Is implementing Medicaid value-based pilot 
 Works closely and efficiently with the Local Board 
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Prospect’s Model in Practice 
CharterCARE Health Partners Accomplishments 
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 Promotes better community health  
 Empowers local physicians  
 Maintains/creates local jobs  
 Provides extensive corporate 

resources/expertise to support local 
hospital operators 

 Maintains local leadership with 
regional oversight  

 Invests significant capital in facilities, 
service and technologies 

 Preserves charity care policies 
 26 

Why Prospect? 
Prospect Offers a Unique Healthcare Delivery Model 
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 Integration of GWHN, physicians, 
community providers and health plans 

 Better care and health of patients 
 Higher patient satisfaction from 

personalized care 
 Improved access to capital and 

financial strength 
 Sustainable delivery model preserves 

Waterbury Hospital, physician 
practices and quality healthcare 
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GWHN/Prospect Partnership Advantages 
Quality + More Efficient Care = Better Value 
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 We are committed to Connecticut   

 Our innovative delivery model will 
transform GWHN into a leader 
in Connecticut healthcare    
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Why Prospect? 
GWHN and Prospect – Commitment to Community 

01705
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Why Prospect? 
Prospect and GWHN – Our Goals 

HIGHER Patient Satisfaction 

HIGHEST  Value 
01706
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