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Via Electronic Mail 

        May 19, 2022 

 

Michael J. Kennedy, J.D., Executive Director  

New Jersey Department of Health, Certificate of Need  

and Healthcare Facility Licensing Program 

P.O. Box 360 

Trenton, New Jersey 08625-0360  

 

Re: Certificate of Need Applications for CarePoint  

 

Dear Mr. Kennedy:  

 

 I write on behalf of Hudson Regional Hospital (“HRH”) regarding the three pending 

Certificate of Need Applications filed by CarePoint Health System (“CarePoint”) on January 31, 

2022 seeking, respectively, approval of indirect ownership transfers of controlling interests in 

CarePoint’s three licensed acute care hospitals – Bayonne Medical Center, Christ Hospital, and 

Hoboken University Medical Center – by their majority owners, Vivek Garipalli and James 

Lawler, through a series of step transfers to a newly-formed and unfunded non-profit entity, 

CarePoint Health Systems, Inc. (“CHS”), that, far from being a vibrant charitable organization is, 

in fact structured as an empty shell company that will be governed by self-interested insiders and 

existing, well-compensated senior executives in the soon to be defunct transferor business entity.   

This letter is in response to your correspondence, dated May 10, 2022, to CarePoint’s 

management team in relation to the above-referenced CN applications.  We write to protest 

CarePoint’s decision to unilaterally execute the non-profit transactions without waiting for CN 

NEW JERSEY 

NEW YORK  

 

THOMAS A. ABBATE 

TABBATE@DECOTIISLAW.COM 

201.907.5294 

http://www.decotiislaw.com/


 
May 19, 2022 

PAGE  2  

 

3180083.1 

approval and in violation of the Health Care Facilities Planning Act.  We accordingly petition the 

Department under N.J.S.A. 52:14B-8 to issue an order to show cause with temporary restraints 

compelling CarePoint to emergently demonstrate why its operating licenses should not be 

immediately suspended for willful violations of the Department’s regulations, for temporary 

restraints compelling CarePoint to cease and desist from continuing with the unapproved 

transactions, and for final injunctive relief requiring the donation transactions to be unwound.    

By copy of this letter, we are also asking the State Health Planning Board to dismiss 

CarePoint’s pending CN application seeking approvals to convey a 49% membership interest in 

the licensed entity for Bayonne Medical Center, IJKG Opco, LLC, to a third-party, for-profit 

entity, BMC Hospital, LLC.  Finally, we propose that CarePoint’s business enterprise should be 

placed under a monitorship or receivership by the Department to ensure compliance with the 

regulations on a going-forward basis.        

Factual History 

This situation has unfolded in three distinct steps, with certain intermediate step 

transactions along the way.  As explained below, although CarePoint apparently intended at first 

to submit to the Department’s regulatory authority, it grew frustrated, changed the transaction 

several times, and then acted unilaterally.     

1. The November 30, 2021 Notice of Indirect Ownership Change 

CarePoint initially filed an informational “Notice of Indirect Ownership Change,” dated 

November 30, 2021.  In that filing, CarePoint stated that Garipalli and Lawler would be 

contributing their upstream, indirect controlling interests in the licensed entities that operate the 

three hospitals, together with their controlling interests in the current for-profit management entity, 
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CarePoint Health Management Associates, LLC (“CPHMA”) that operates those same hospitals, 

to a newly-formed non-profit entity, CarePoint Health Systems, Inc. (“CHS”).  As initially 

proposed, the initial CHS Board of Trustees was to be comprised entirely of self-interested 

insiders, namely, Garipalli and Lawler, in addition to the chain’s existing senior management 

employees, William Pelino (the Chief Financial Officer), Ryan Meeuf (the Chief Information 

Officer), and Achintya Moulick, M.D. (the Chief Executive Officer).     

CarePoint’s lawyers asserted in the November 30 filing that the transactions would be 

exempt from the CN requirement under N.J.A.C. 8:33-3.3(h)(6), which permits “a transfer, which 

involves a change in the controlling legal entity, but not in individuals with ownership interests, 

including, but not limited to: (i) a change in the type of organizational entity owning the facility 

only, with no change in the principals with ownership interests (for example, a change from a 

corporation to a partnership or vice versa).”  To this extent, CarePoint’s counsel asserted that “only 

the form of indirect ownership is changing” because the membership interests would be donated 

to the non-profit, CHS, and Garipalli and Lawler would continue to sit on the Board of Trustees 

of that entity, rather than the Board of Managers of their for-profit company.        

By letter, dated December 23, 2021, the Department rejected CarePoint’s contentions and 

advised in clear terms that “the Department has determined that the ‘notice’ requirements in 

N.J.A.C. 8:33-3.3(h)(6) do not apply to the proposed transaction and the change in ownership must 

follow the full CN process.”  (emphasis added).  Consequently, CarePoint initially acquiesced to 

the Department’s finding and, as noted, submitted full review CN applications on January 31, 

2022, seeking indirect ownership changes for the three hospitals.  
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2. The January 31, 2022 CN Applications 

The January 31 CN applications, one for each of the CarePoint hospitals, sought expedited 

review and are predicated upon the same proffered exemption under N.J.A.C. 8:33-3.3(h)(6), with 

the addition of an argument under subsection (h)(1) (permitting a CN exemption for “the purchase 

or sale of less than 10 percent of the outstanding stock (preferred or common) in a business 

corporation…”), to the extent that Garipalli and Lawler proposed a first step transaction conveying 

a minority interest to an intermediate holding company.  As to the purportedly exempt transaction 

under subsection (h)(1), CarePoint advised the Department of a modification of the initial 

transaction, whereby the owners had since created an additional level of intermediate holding 

company, effective March 1, 2022, which would receive 12.38% of Mr. Garipalli’s 80% overall 

interest in CarePoint, resulting in a conveyance of 9.9% of the overall interest in the licensed 

entities to the intermediate entity, and in the second step, to the non-profit CHS entity.   

As side note, we believe that this additional intermediate holding company structure was 

created for no other purpose than to side-step other limitations in CarePoint’s internal 

organizational documents, which required unanimous consent to any ownership transfer and which 

is the subject matter of a pending litigation in the Delaware Court of Chancery in which 

CarePoint’s third, dissenting minority shareholder, Jeffrey S. Mandler, is challenging the actions 

of Garipalli and Lawler as ultra vires, and further seeking an injunction to unwind these 

transactions.  We note that CarePoint has not disclosed the existence of the dissenting 

shareholder’s litigation to the Department, and we respectfully suggest that due inquiry should be 

made as to whether these transactions have been properly authorized by CarePoint’s Board.           
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In any event, with regard to the broader transaction, CarePoint continued to assert that it 

was exempt from the CN requirement under N.J.A.C. 8:33-3.3(h)(6), explaining that this 

transaction would “merely ‘convert’ a for-profit ownership structure to a substantially non-profit 

ownership structure” and “not the substance of the Hospitals’ control or operations or the 

individuals with control or operational interests in the Hospitals.”  In fact, if approved and 

completed, the overall transaction would result in the conveyance of a controlling interest in the 

chain to CHS, the non-profit entity.  But, in this incarnation of the transactional scheme, Garipalli 

professed an intention to retain a substantial minority interest, Mandler would remain, but Lawler 

intended to completely exit the business.  Further, CarePoint asserted that there would be no 

“operational, management or other changes with respect to the Hospitals” and the Board of 

Trustees of CHS would be comprised entirely of insiders having employment with the for-profit 

entity.  Lastly, CarePoint asserted that because the transaction would involve a donation “there is 

no project ‘cost’” and therefore no financial data or information was needed, nor was it supplied 

with the CN applications.   

3. The Unilateral Donation of 100% of Membership Interests to CHS  

 Notwithstanding the pending trio of CN applications, on April 3, 2022, Garipalli’s personal 

lawyer materially changed the transaction again by filing a new informational notice asserting, 

under a different regulatory provision, N.J.A.C. 8:33-3.3(h)(4), that, having made the initial 

12.38% minority interest transfer to the intermediate holding company, and then to CHS,  Garipalli 

now intended, within thirty (30) days, to unilaterally proceed with the donation of all of his 

remaining membership interest to CHS and exit the business completely, thereby leaving the 

hospitals in the hands of the insider management employees of the for-profit company.  
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CarePoint’s regulatory counsel then separately wrote to staff to belatedly amend the three CN 

applications to reflect the planned surrender of Garipalli’s ownership interests by way of letter, 

dated April 17, 2022.  It is notable that these letters establish mutually exclusive positions, in that 

Garipalli, through his personal counsel asserted his intention to undertake the 100% donation 

unilaterally while, at the same time, he was asserting through the corporate regulatory counsel an 

intention to continue pursuing CN approval.     

 This fundamental disconnect no doubt triggered the Department’s April 29, 2022 letter to 

CarePoint’s Chief Hospital Executive, Ryan Meeuf, in which staff specifically referenced the 

conflicting signals conveyed at the earlier April 7 SHPB meeting, Garipalli’s personal counsel’s 

April 3 unilateral notice of withdrawal, and the conflicting April 2 letter from CarePoint’s 

corporate counsel.  The Department very clearly stated in the April 29 correspondence that “in the 

April 3 letter, notice was provided to the Department of Vivek Garipalli’s anticipated withdrawal 

from BMC’s ownership.  Be advised that, depending on the manner in which Vivek Garipalli’s 

ownership interests are being divested, a Certificate of Need may be required.”  (April 29 DOH 

Letter at 2, #7).  The Department then advised, with specific reference to the Bayonne Medical 

Center CN application, dated January 31, 2022, that “as notice has just been provided to the 

Department that Mr. Garipalli will withdraw from BMC’s ownership structure no more than 30 

days from April 3, 2022, the FRCN [full review certificate of need] will not be accepted for 

processing as the ownership structure with the application will be altered concurrent with Mr. 

Garipalli’s withdrawal.  (April 29 DOH Letter at 3).      

Although the Department’s April 29 letter expressly refers to the Bayonne Medical Center 

CN application, fairly read the Department clearly indicated to CarePoint that the donation 
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transaction, as applied across all three CarePoint hospitals, may require a CN application, and 

CarePoint was explicitly told its application with reference to Bayonne Medical Center was being 

put on hold.  Thus, CarePoint’s responsible executive was directly put on notice that the 

Department was not considering the so-called information notice from Garipalli’s personal counsel 

to be sufficient to satisfy the Department’s regulatory interests.  This understanding was confirmed 

by the Department’s subsequent May 10, 2022 letter, in which it found that: “any transfer in 

ownership of a majority interest in a hospital in New Jersey is subject to N.J.A.C. 8:33-3.3(a)(1) 

[requiring a certificate of need for a transfer of ownership of an entire general hospital] and, as 

written above the January 31, 2022 applications to convert the hospitals are on hold.  Therefore, 

the department has not approved any transaction and CarePoint is instructed to immediately 

provide details including any supporting documentation detailing any planned or executed 

transaction.”  (May 10 DOH Letter at 2).     

The response of CarePoint’s counsel, dated May 11, 2022, confirmed that the donation 

transactions were closed without Department approval on May 4, 2022, 31 days after the date of 

the April 3 letter of Garipalli’s counsel.  Notwithstanding the repudiation of the plain regulatory 

requirement under N.J.A.C. 8:33-3.3(a)(1), which requires a full review CN application for a 

transfer of ownership of an entire general hospital, CarePoint now disingenuously asks the 

Department to amend and process the January 31 CN applications and grant nunc pro tunc 

approvals for actions taken, in the first instance, in blatant violation of the Health Care Facilities 

Planning Act. 
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4. The April 7 State Health Planning Board Meeting 

While this process was taking place, on a parallel track, CarePoint’s other CN application, 

seeking approval to transfer a 49% interest in IJKG Opco, LLC – the licensed entity for Bayonne 

Medical Center – to a third-party entity, BMC Hospital, LLC (“BMCH”), was heard before the 

State Health Planning Board (“SHPB”).  HRH appeared at that hearing and objected to the 

continued processing of the application based upon changed circumstances.  In particular, the 

initial BMCH transfer application was presented solely as a minority interest transfer, with the 

larger CarePoint organization continuing to operate the hospital chain with its existing 

management expertise and financial backing.  Thus BMCH’s ownership was dismissive of our 

requests to submit further information into the record regarding their operational experience, 

sources of funding, and access to capital.   

The Board presciently decided to table the BMCH application when CarePoint’s parallel 

CN applications seeking to have its ownership exit the business came to light.  Consequently, and 

at the direction of the Board, on April 29, 2022, the Department issued supplemental completeness 

questions to CarePoint’s Chief Hospital Executive, Ryan Meeuf.  The Department there advised 

CarePoint that the CN application seeking approval for Garipalli and Lawler’s exit from the 

business would not be processed while the BMCH application remained pending.   

Mr. Meeuf responded to the completeness questions on May 11, 2022, however, the 

response is characteristically dismissive, incomplete, and provides no material information relating 

to a transitional plan for Bayonne Medical Center.  It does not include any information as to how 

that facility will be operated and managed as between the proposed non-profit operator, CHS, and 

the incoming minority interest holder, BMCH.  Further, Mr. Meeuf provided no information 
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relating to sources of capital funding for the facility, the financial wherewithal of the proposed 

minority interest holders, their relationship to CHS, whether they would be a service provider to, 

or have other financial entanglements with the CarePoint organization, or how the transition would 

otherwise be managed.  In short, the response did not materially answer the questions directed to 

staff by the Board at the April 7 meeting.  No further information has been submitted into the 

administrative record to clarify how this CN application has any validity in light of the changed 

circumstances and, indeed, the CN application now before the SHPB is premised on facts that are 

no longer accurate or correct.   

Discussion 

 CarePoint’s unprecedented decision to repudiate the Department’s regulatory authority 

requires immediate and swift measures.  As explained below, the four pending CN applications 

should be dismissed, and the Department should initiate disciplinary proceedings against 

CarePoint and its ownership.  Further, the Department should impose a monitorship and/or 

receivership upon CarePoint to ensure its compliance with the law and commitment to patient care 

going forward and, finally, its unclean hands militates against consideration of the CN applications 

under a full and complete rescission of the unlawful transactions has taken place.  Even if the 

Department does consider those applications, however, they are grossly deficient on the merits and 

should be rejected.   

A. An Order to Show Cause Why CarePoint’s Licenses Should Not Be Suspended 

Should Issue 

 

We have previously objected to these CN applications because the net effect of the 

transactions would permit existing ownership to give away their shares to a shell non-profit entity, 
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take a tax write-off and walk away free and clear with the $197M in unearned management fees 

that they have pulled out of the hospital chain over the past decade.  The end result leaves behind 

a nascent non-profit entity, governed by corporate insiders but without the capital sources, 

borrowing capacity or funding support of the previous private ownership.  Quite simply, while the 

so-called “donation” is ostensibly clothed in altruistic motives, in fact its sole purpose is to 

personally benefit Garipalli and Lawler, and ensconce existing management in a lucrative sinecure.  

The CN applications do not indicate that the exiting owners will leave a single dollar in the CHS 

entity, thereby ordaining a non-profit entity into existence with no funding source or ready access 

to capital, no existing donor base or historical fundraising expertise, and no ready means to finance 

operations on a going-forward basis.        

Standing up a non-profit business that runs a three-hospital chain is not a small task or easy 

undertaking that should be undertaken on the fly and without any regulatory supervision.  A 

successful non-profit hospital requires, among other things, existing good will in the community, 

a private and well-heeled donor base, an active, independent board of trustees willing to raise 

money and vindicate their fiduciary duties to the entity, and a proven track record of fundraising 

by a professional development staff.  It also requires a non-profit that has been duly qualified by 

the Internal Revenue Service, which has adopted an internal conflict of interest policy, undertaken 

all of the required regulatory filings, and adhered to all of the best practices relating to non-profit 

governance.   

Even if CHS could accomplish all of that – and the record discloses that it has not – we 

note that the non-profit business model for these urban, safety-net hospitals was previously tried, 

failed, and resulted in their bankruptcy.  Thus, history teaches us that even where, as here, the 
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CarePoint hospitals were previously run by established and professional non-profit entities of 

national scope, that business model did not work in this community.  Among other things, the 

payor mix and the demographics of the Bayonne-Jersey City-Hoboken market area did not lend 

itself to a credible fundraising base.   

Perpetuating a network of non-profit hospital chain in this region, history has shown, 

requires substantial and ongoing infusions of massive amounts of government dollars.  Our State’s 

history equally teaches that these funding sources have not been consistent or sufficient, and it has 

been the Department’s ongoing policy to permit market forces to play out, resulting in the 

conversion of many non-profit hospitals converting to for-profit status.  The applications entirely 

ignore the obvious fact that CarePoint is seeking a reversal of these policies and an inevitable 

infusion of public dollars, which have not been secured or even identified.      

The true irony is that the bankruptcy of these facilities as non-profits is the very reason 

how the current ownership acquired these facilities in the first place.  The debacle leading to the 

failures of the previously non-profit CarePoint hospitals led to a tumultuous series of bankruptcies 

and, ultimately taxpayer bailouts.  Thanks to previous commitments of public funds to backstop 

these hospitals, they survived through bankruptcy and were ultimately acquired by CarePoint.  We 

would surmise that CarePoint’s owners now expect the government to once again step in to rescue 

these hospitals, but it is the height of cynicism that the current owners have made themselves rich 

off these facilities, are walking away and now dumping their problems on the taxpayers.  Under 

these circumstances, we are profoundly concerned for the future viability of these institutions as 

no transitional plan has been presented to the Department to ensure continuity of care, and history 

seems doomed to repeat itself.    
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Since the Department had earlier instructed CarePoint to file CN applications to effectuate 

these transactions, we expected to present and litigate these objections in a plenary manner, in the 

ordinary course of the pending administrative proceedings.  However, we were distressed to learn 

that CarePoint’s owners lost patience and after making all sorts of unfounded and scandalous 

accusations against the Department and its staff, went ahead and acted unilaterally and without 

even waiting for the CN applications to be fully considered.  The substantial questions surrounding 

these applications have gone unasked, and unanswered.  CarePoint’s flagrant violations of the 

Health Care Facilities Planning Act are willful, contumacious and, frankly, shock the conscience.   

We can think of no precedent where a hospital licensee has acted unilaterally in this matter, and 

with such disregard for patient care and in open defiance of the Department’s regulatory authority.     

We call for swift and appropriate enforcement action by the Department, in conjunction 

with the Attorney General, to vindicate the Department’s authority over the regulated community.  

If the hospital regulatory scheme has any meaning going forward, then the State should come down 

with the full weight of its authority to reverse these transactions, to debar the complicit 

management of CarePoint from sitting on the Board of Trustees of the non-profit, and to impose a 

maximum of punitive sanctions to rectify this flagrant disregard of public safety.  We ask that, due 

to the emergent nature of these violations, the Department should not allow CarePoint to bog this 

process down in paper but, rather, should initiate emergent proceedings against CarePoint by way 

of issuance of an administrative order to show cause why CarePoint’s operating licenses should 

not be suspended, and with temporary restraints against the further implementation of the unlawful 

donation transaction.   
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Further, even though CarePoint has not withdrawn its CN applications, we submit that it 

would be improper and create perverse incentives to give further consideration to those matters 

even while the applicant thumbs its nose at the regulatory process.  A willful violation of the law 

here taints CarePoint’s ownership with unclean hands and estops it from obtaining relief under the 

Health Care Facilities Planning Act.  The Department should refuse further processing of the CN 

applications unless and until the donation transactions at issue are unwound, otherwise, the 

regulatory precedent that would be set by condoning this behavior would open an Pandora’s box 

whereby regulated entities would be free to shoot first and ask questions later.  The untenable result 

would be to make a mockery of the Department’s authority over the health care industry and it 

must not be permitted to stand.   

We also ask the SHPB, which is presently scheduled to continue the hearing on CarePoint’s 

additional CN application on June 2, 2022, to dismiss that application.  In that CN application, 

CarePoint is seeking approval to convey a 49% interest in the Bayonne Medical Center licensed 

entity, IJKG Opco, LLC, to a third-party entity, BMC Hospital, LLC (“BMCH”).  We have noted 

to the SHPB that BMCH’s sources of funding and operational know-how are dodgy and unclear.  

Resting as it does on the now fallacious notion that BMCH was simply buying a minority interest 

in an established and well-funded for-profit enterprise, that fundamental premise has been 

exploded and we do not see how that CN application can proceed without being withdrawn and 

re-filed.  Clearly, that transaction is now of much greater significance than a minority buy-in to an 

existing business.     

The SHPB should thus refuse to hear the CN application of an entity that is in willful 

violation of the law, which has engaged in clearly self-interested transactions that are to the 
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detriment of the community, and which grants ownership a neat tax write-off, but leaves no game 

plan in place for the future funding and support of these hospitals.  Rather, CarePoint’s ownership 

is seeking to dump the end result on the public and dares the Department to do anything about it.  

No further consideration should be given to these applications unless and until CarePoint complies 

with the law, provides a clear and logical transition plan, all of the Department’s questions are 

answered and our objections have been addressed.          

 B. The Donation Transaction is not Exempt from the CN Requirement 

CarePoint’s citation to N.J.A.C. 8:33-3.3(h)(4) for the proposition that the donation 

transactions do not require CN approval is wrong and fundamentally at odds with its prior 

acquiescence to the Department’s December 23, 2021 instruction, reiterated on April 29, 2022, 

that it must seek CN approval in order to proceed.  Indeed, the unilateral transfer is inconsistent 

with CarePoint’s own acquiescence to the Department’s directive, in that one set of lawyers agreed 

with the Department and submitted CN applications, while another set of lawyers is saying the 

opposite and refuses to cooperate.  But starting from the regulatory text, the provision at issue here 

exempts from the CN requirement: 

A change in ownership which does not involve an acquisition of an ownership 

interest by a new principal; that is, the change involves only the percentage owned 

by the principals in the entity which is the licensed operator of the facility or 

involves the withdrawal of one or more principals from ownership in the facility.  

 

N.J.A.C. 8:33-3.3(h)(4).       

The cited regulation plainly applies to a situation where there is an internal, or related party 

transaction that involves something less than a change of substantial or majority control, or where 

there is not an acquisition of ownership by a new principal.  Whatever cramped reading that 
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CarePoint wants to give to this regulation, it must be read in pari materia with N.J.A.C. 8:33-

3.3(a)(1) and (f), which facially requires a certificate of need for a transfer of ownership of a health 

care facility to a new owner or principal, including a donation to a new entity.  To start with 

subsection (a)(1), that provision broadly states the rule of general applicability with regard to the 

CN requirement:  

A certificate of need is required for a transfer of ownership of the following: (1) an 

entire general hospital.  Applications for such shall follow the full review process 

as set forth at N.J.A.C. 8:33-4.1(a), and shall be accepted on the first business day 

of any month.  

 

In other words, the default rule is that where there is a change of ownership of an entire 

general hospital, a full review CN is required.  Further, subsection (f) further plainly and 

unambiguously provides that a donation of an interest in a health care facility requires a certificate 

of need:  

[A] transfer of ownership which requires a certificate of need is defined as an 

acquisition or transfer which will increase or establish an ownership interest in a 

health care facility, as defined in N.J.A.C. 8:33-1.3, through purchase, lease, 

purchase or lease option, gift, donation, exchange, or by any other means. 

 

N.J.A.C. 8:33-3.3(f) [emphasis added].  

 

Thus, reading subsections (a)(1) and (f) together, a transfer of ownership of an interest in 

a health care facility, whether by sale, donation, gift, or otherwise, plainly requires a certificate of 

need.  The limited exception in subsection (h)(4) is facially inapplicable and does not override the 

plain language of subsections (a)(1) and (f).  The very first line of subsection (h)(4) states that for 

the exemption to apply, the transaction must not “involve an acquisition of an ownership interest 

by a new principal.”  Obviously, here, Garipalli and Lawler are surrendering their ownership 

interests to a new principal, CHS, and walking away.  On its face, the exemption is inapposite.   
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We also know that the exemption does not apply because the Department has already said 

so.  In a related context, the Department already told CarePoint, in response to the November 30, 

2021 notice filing, that the initial plan to surrender the current owners’ membership interests to 

CHS was not a change of legal form under N.J.A.C. 8:33-3.3(h)(6), but, rather, a change of 

ownership and thus required a full review CN.  By that same logic, the current transaction form 

does not simply involve the withdrawal of a single owner from the license by way of sale or 

surrender to the remaining ownership group, or an internal re-allocation of interests.  Rather, this  

involves a wholesale transfer to a new, third-party entity having a new and independent corporate 

existence, to be run by the for-profit chain’s executive management.  Thus, the purported rationale 

advanced in CarePoint’s regulatory filings does not pass the straight face test and may be rejected 

out of hand.  A full review CN is required, and at least one of CarePoint’s many sets of lawyers 

seems to agree.   

 C. The CN Applications are Incomplete and Should be Rejected on the Merits 

What is notable about these CN applications is that far from creating an altruistic entity to 

serve the public good, CarePoint’s ownership has expressed an intention to deliver control of the 

hospital chain to a shell entity managed entirely by insiders, i.e., current, highly compensated,  

management-level executives who are paid by the operating entity and entirely self-interested and 

therefore conflicted from day one.  It would thus appear that Garipalli’s donation of his 

membership interests to a non-profit, in which there are current no independent, outside trustees, 

and in defiance of established non-profit governance standards, was fashioned as a parting 

giveaway to entrenched management.   
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Further, CarePoint’s hospitals are presently dependent upon ownership for operational and 

financial support, as well as access to capital.  No transition plan has been presented to explain 

how the non-profit entity will be stood up, managed and capitalized on a going forward basis.  

Hospitals generally require a line of credit, significant cash reserves or access to capital to fund 

the oftentimes significant time period between the provision of services and receipt of payment 

from insurance carriers, government programs, or private payors.  Rather than providing detail on 

anticipated funding streams and capitalization of the enterprise, current ownership is simply 

walking away without leaving a transition plan in place that explains how these entities will obtain 

working capital to continue operations, make needed infrastructure improvements, and maintain 

cash flow.   

Further, a successful non-profit hospital requires a donor base, community support and 

sources of contributions in order to survive.  The recent past is littered with scores of non-profit 

healthcare facilities that were more well-capitalized and better managed, yet still failed.  The CN 

applications here present literally no data demonstrating how this nascent non-profit entity will be 

capitalized.  The millions of dollars needed to operate and the donors to contribute those millions 

do not just materialize out of thin air and, it is unlikely that there is a meaningful donor base in this 

working class community where there is already a track record with each of these hospitals having 

previously failed and entered bankruptcy under the non-profit model.   

The business environment for non-profit hospitals has only grown more challenging since 

the original failures of these hospital more than 10 years ago.  Yet, the CN application blithely 

asserts that “the transaction will allow the Hospitals to better serve their communities through 

much needed partnerships, grants and other opportunities” and “with a substantially non-profit 
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ownership structure, lenders will be much more amenable to restructuring of Hospital debt.”  What 

partnerships, grants and other opportunities is CarePoint referring to?  Moreover, what lenders 

have agreed to restructure CarePoint’s debt?  Substantial debts are owed to HRH by CarePoint, 

and we can state that no member of HRH’s management team has been approached about forgiving 

or restructuring debt, and, indeed, we would not be inclined to allow Garipalli to escape his 

contractual commitments.  This sort of magical thinking and these kinds of empty statements that 

are devoid of any detail does not forebode a positive future for these hospitals and requires 

rejection of the applications. 

The Department’s CN regulations recognize that with ownership of an acute care hospital 

comes the obligation for responsible stewardship.  This means that while CarePoint’s owners have 

made hundreds of millions of dollars in profits over their tenure, they are estopped from simply 

exiting the business unless the Department can be assured that successor ownership is in place to 

ensure continuity of patient care.  Health care is a highly regulated industry and a hospital cannot 

be abandoned without a credible succession plan having been approved.  Yet what is presented on 

these applications is an ownership group that wants the benefits and profits, but does not want to 

be bothered with the regulatory burden associated with ensuring a transition plan is in place.  In 

the absence of a plan for a meaningful transition, CarePoint is implying that it is up to the taxpayers 

to provide the financial support for the hospitals that it is clearly unwilling to provide, and it will 

be up to the Department to look after continuity of care and the safety of the patients.        

The potential impact to the health care community if the Department turns a blind eye here  

is dire, in that the ownership of a regulated entity having control of three licensed acute care 

hospitals has just walked off the scene, and left no game plan in place with the Department.  This 
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is not a first offense either.  The Department is, of course, aware that the State Commission of 

Investigation has already found that CarePoint’s owners stripped $197M in unearned management 

fees from the hospitals, which is a matter presently subject to litigation between HRH and 

CarePoint.  The Department is also aware that CarePoint has repudiated its regulatory obligations 

in the past by refusing to complete and post its financial audits in open defiance of the 

Department’s regulations.  CarePoint chose, in those cases to accept a fine rather than comply.  We 

can only assume that, consistent with past practice, CarePoint has simply chosen to violate the law 

and dares the Department to do something about it.  This cannot be permitted to stand.     

Conclusion 

Given the stakes at issue here, we implore the Department to call CarePoint’s bluff, and to 

either commence immediate legal proceedings, or issue an administrative Order to Show Cause 

directing CarePoint to cease and desist from these activities, and to unwind any transactions that 

have already taken place in contemplation of the orderly CN process the Department directed take 

place in its December 23, 2021 letter.  As a concerned and interested stake holder in this matter, 

we would request the ability to participate in, and receive notice of any regulatory and judicial 

proceedings.  Thank you for your consideration of the foregoing.  

        Very truly yours,  

DECOTIIS, FITZPATRICK, 

COLE  & GIBLIN, LLP 

        

        By: /s Thomas A. Abbate   

 

cc: Stephanie Mozgai, Assistant Commissioner, Certificate of Need & Licensing 

 Jamie Hernandez, State Health Planning Board 

  

  


