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February 7, 2022 
 

VIA EMAIL AND REGULAR MAIL 
 
Ms. Debra Savage  
Chairwoman 
Illinois Health Facilities and Services Review Board 
525 W. Jefferson St., Second Floor 
Springfield, IL 62761 

Re:  Quincy Medical Group (“QMG”) Hospital (“QMG Hospital”) Certificate of Need 
(“CON”) Application (Project #20-044) (the “QMG Hospital Application”)          

Dear Ms. Savage, 

The purpose of this letter is to supplement my September 13, 2021 communication to the Illinois 
Health Facilities Services and Review Board (“Board”) (Attachment A) and, for the reasons set 
forth below, to respectfully request that:  

(1) Board staff evaluate whether a Type A and/or Type B Modification to the QMG Hospital 
Application is required; and  

(2)  Board members evaluate the QMG Hospital Project in order to fully understand the extent to 
which Duly Health and Care (formerly DuPage Medical Group) (“Duly/DMG”), a national 
private equity-backed, for profit organization, will directly or indirectly control QMG Hospital. 

I ask that this letter be treated as public comment in opposition to the QMG Hospital Application 
made on behalf of Arent Fox client Blessing Health System, and that it be included in the public 
record of the QMG Hospital Application. 

Summary. The Illinois  Health Facilities Planning Act (“Act”) states as its purpose “to establish 
… a procedure … which requires a person establishing, constructing or modifying a health care 
facility … to have the qualifications, background, character and financial resources to adequately 
provide a proper service for the community.”1 As explained below, the Board has long 
established that the “persons” who are necessary parties to a CON application include the license 
holder, and the party with ultimate control of the license holder.2 If any material aspect of a 
pending CON permit application changes, the applicants must submit a modification to the 

 
1 20 ILCS 3960/2. 
2 77 Ill. Admin. Code § 1130.220. 
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application.3 Certain modifications are Type A Modifications, including without limitation a 
change in the identity of an applicant, or any other project modification that itself would require 
a CON permit or exemption.4  

In order for a CON permit to be valid, it must be issued by the Board on the basis of an accurate 
application that properly and accurately describes the project and is submitted by the necessary 
persons. As indicated above, necessary persons include the license holder, and the party with 
ultimate ownership or control of the license holder.5 Stated differently, a CON permit issued by 
the Board on the basis of an inaccurate or incomplete application, or to persons other than the 
necessary persons, would be vulnerable to a determination that it was invalid.  

Based upon information we have secured through several recent Freedom of Information Act 
(“FOIA”) requests, we believe a Type A Modification to the QMG Hospital Application is 
clearly required, for reasons including a change in the identity of the necessary applicants. 
Moreover, material and fundamental aspects of the application’s content now appear to be 
inaccurate or incomplete, particularly as they relate to ownership and control of QMG and QMG 
Hospital, and as to management services provided by an entity wholly controlled by Duly/DMG.  

We understand Duly/DMG now has an ownership position in the newly converted QMG and, in 
addition, has exclusive control of a newly formed Delaware for-profit corporation, “Quincy 
Physician Administrative Services, Inc.”, which we understand holds QMG assets and provides 
management services to QMG. We assume that Duly/QMG also will have a comparable control 
relationship with QMG Hospital. However, none of this was in the QMG Hospital Application, 
nor has the application been modified to reflect these critically important developments. 

This need for a Type A Modification is clear under the Board’s rules and on the merits.6 
However, this lack of transparency in the QMG Hospital Application transcends these important 
technical requirements because it improperly masks the sponsorship of the QMG Hospital 
Application by Duly/DMG. Duly/DMG is financially backed and controlled by Ares 
Management. As described below, Ares Management is one of the largest health care private 
equity companies in the United States. 

Board staff should insist upon transparency and accuracy in the QMG Hospital Application, both 
to meet the Act and Board rules, and to allow both the Board and the public to fully understand 
the material terms of the project. In turn, the Board itself should require this transparency and 
accuracy, and we believe should evaluate the application only after it has received a Type A 
Modification. And, once the application is modified, the Board should evaluate the QMG 

 
3 77 Ill. Admin. Code § 1130.650, 1130.140, 1130.710. 
4 77 Ill. Admin. Code § 1130.650(a)(6),(7) 
5 77 Ill. Admin. Code § 1130.220 
6 77 Ill. Admin. Code § 1130.650(a)(6),(7) 
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Hospital Application in light of the important public policy implications associated with the 
proposed entry into rural Illinois of a hospital backed by a large health care private equity firm.  

Facts. The QMG Hospital Application was filed with the Board in December 2020. Co-
applicants include Quincy Medical Group Hospital, Inc., an Illinois taxable, not-for-profit 
corporation (the “QMG Hospital Entity”), and QMG itself as sole corporate member of the 
hospital entity.7 After receipt of an Intent-to-Deny by the Board in May 2021, the applicants filed 
supplemental materials in July 2021. In early September 2021, news stories and announcements 
surfaced indicating that QMG and Duly/DMG had signed a letter of intent to merge or otherwise 
combine, although the details of that combination were unclear at that time (Attachment B). 

Based on the September 2021 announcement, we submitted correspondence to the Board on 
September 13, 2021 (Attachment A), raising concerns as to whether this pending transaction 
required a modification to the QMG Hospital Application. This September 13 correspondence is 
part of the public record for the QMG Hospital Application. In it, we posed several pointed 
questions that we thought the Board should ask about the Duly/QMG transaction in determining 
whether a Type A Modification was necessary. We do not know whether the Board undertook 
this analysis.  

According to public announcements, the Duly/DMG combination with QMG was finalized in 
December 2021 (see Attachment C), (the “Duly/DMG Transaction”). As a result of the 
Duly/DMG Transaction, we understand the Quincy Physicians & Surgeons Clinic, S.C. (d/b/a 
Quincy Medical Group), an Illinois professional corporation, was dissolved, and Quincy Medical 
Group, PLCC, an Illinois professional limited liability company, was formed to replace it.   

Duly/DMG is owned in part by affiliates of Ares Management, a private equity firm with almost 
$200 billion in assets under management. Ares Management first invested in Duly/DMG in 2017 
through a reported $1.45 billion deal. Duly/DMG appears to be under the ownership and 
financial control of Ares Management.  Duly/DMG, therefore, is a large national private equity-
backed, for-profit healthcare organization. 

In February 2021, Duly/DMG announced plans to add about $650 million in debt to Duly/DMG. 
According to news reports, Duly/DMG was poised to use debt proceeds to pay shareholders, 
including Ares Management affiliates, a $209 million distribution (Attachment D). 

It should be noted that Moody’s Investor Service, which performs financial ratings services 
nationally, periodically rates Duly/DMG affiliated entities.  In an announced Rating Action 
published in February 2021, Moody’s expressed concerns about this Duly/DMG shareholder 
distribution, and the “aggressive” nature of Duly/DMG’s financial policies: 

 
7 See Pages 28 and 46 of QMG Hospital Application 
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“Moody's views the shareholder distribution as a credit negative as it points to the aggressive 
nature of DuPage's financial policies, a key governance issue. DuPage will be meaningfully 
reducing its cash balance to fund the dividend. Combined with higher gross financial leverage, 
this will leave DuPage more weakly positioned to absorb any unexpected operating setback or 
incremental debt. Additionally, Moody's believes DuPage's aggressive policies pose social risks 
as key customer relations stakeholders include patients, payors and government entities.” (See 
Attachment D) 

Given the above context, we believed it important to examine the relationship between 
Duly/DMG and QMG.  In a continuing effort to understand the Duly/DMG Transaction, we filed 
three (3) FOIA requests with the Board in December 2021 and received from the Board 
responses to each of these requests on December 29, 2021 (Attachment E). In response to FOIA 
21-19, the Board produced a Change of Ownership Application for Exemption that was filed for 
QMG Surgery Center on November 12, 2021 and subsequently withdrawn on November 16, 
2021 (“QMG Surgery Center COE Application”). The application does not appear on the 
Board’s website, presumably because it was withdrawn. 

Analysis. The QMG Surgery Center COE Application contains important information regarding 
the Duly/DMG Transaction, and fully supports our position that a Type A Modification to the 
QMG Hospital Application is required. Key among this information are the “before and after” 
organizational charts for the Duly/DMG Transaction on pp. 56-58 of the QMG Surgery Center 
COE Application (Attachment F). As previously stated, the Duly/DMG Transaction resulted in 
the original QMG physician group entity, Quincy Physicians and Surgeons’ Clinic, S.C. 
(“Original QMG Entity”), an Illinois professional corporation, being replaced with a newly 
created professional limited liability company known as Quincy Medical Group PLLC (“New 
QMG Entity”). To state the obvious, these are two separate legal entities.  The Original QMG 
entity cannot file a CON application or make the necessary certifications on behalf of the New 
QMG Entity.  

The Original QMG Entity is currently a co-applicant on the QMG Hospital Application and is 
designated as the sole corporate member of the QMG Hospital Entity in the application.8 The 
change from the Original QMG Entity to the New QMG Entity, standing alone, requires a Type 
A Modification to the QMG Hospital Application as this is a “change in the person who is the 
applicant.”9 Moreover, the ownership of the New QMG Entity is fundamentally different from 
that of the Original QMG Entity. We understand the Original QMG Entity was 40% owned by 
UnityPoint or a UnityPoint Designated Physician. The New QMG Entity, however, replaces the 

 
8 See pages 28 and 46 of the QMG Hospital Application 
9 77 Ill. Admin. Code § 1130.650(a)(6),(7) 
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UnityPoint Designated Physician ownership with unspecified Duly/DMG Designated Physician 
ownership.10 

In addition to the change in corporate entity serving as sole corporate member of the QMG 
Hospital Entity and ownership in the New QMG Entity as compared with the Original QMG 
Entity, QMG is also ceding ownership and control to Duly/DMG by transferring its non-clinical 
assets to, and coming under the management of, the Duly/DMG-controlled “Quincy Physician 
Administrative Services, Inc.” (the “Duly/DMG Management Company”). As the chart on p. 58 
of Attachment F clearly shows, this Duly/DMG Management Company is entirely owned and 
controlled by Duly/DMG. 

A CON permit, in order to be valid, must be issued on the basis of an accurate application that 
properly and accurately describes the project and is submitted by the necessary parties. 
Necessary parties include the license holder, and the party with ultimate ownership or control of 
the license holder.11 In this case, this is the QMG Hospital Entity, and the New QMG Entity as 
sole corporate member of the QMG Hospital Entity. 

If any material aspect of a pending CON permit application changes, the applicants must submit 
a modification to the application.12 Certain modifications are Type A Modifications, including 
without limitation a change in the identity of an applicant, or any other project modification that 
itself would require a CON permit or exemption.13 Type A modifications are subject to the 
public hearing requirements of the Illinois Health Facilities Planning Act.  

As explained above, materials submitted by QMG to the Board indicate that the Original QMG 
Entity has been dissolved and replaced by the New QMG Entity. Assuming these materials are 
accurate, we believe the New QMG Entity must become a co-applicant in the QMG Hospital 
Application, and this is a Type A Modification. Moreover, we believe the QMG Hospital 
Application must be modified to reflect the ownership structure and composition of the New 
QMG Entity, as well as the asset ownership and management relationship between the New 
QMG Entity and QMG Hospital, on one hand, and the Duly/DMG Management Company on the 
other. And, it is entirely possible the Board staff or the Board itself will conclude that additional 
information is required as to the relationship between Duly/DMG and Ares.  

Conclusion.  In short, and to summarize, the QMG Hospital Application indicates that QMG is 
the sole corporate member of the QMG Hospital Entity. As a result, QMG controls QMG 
Hospital and is a necessary co-applicant on the QMG Hospital Application. The QMG Hospital 
Application currently has the Original QMG Entity as the co-applicant. Based on materials 
submitted by QMG to the Board in connection with the QMG Surgery Center COE application, 

 
10 See Attachment F. 
11 77 Ill. Admin. Code § 1130.220 
12 77 Ill. Admin. Code § 1130.650, 1130.140, 1130.710. 
13 77 Ill. Admin. Code § 1130.650 (a)(6),(7). 
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we believe this co-applicant now must be replaced with the New QMG Entity, and the QMG 
Hospital Application also must be modified to reflect the New QMG Entity’s ownership 
structure and composition, and its relationship with the Duly/DMG Management Company. 
Moreover, we assume the QMG Hospital Entity also will have a relationship directly with the 
Duly/DMG Management Company and, if so, the QMG Hospital Application must be modified 
to reflect this as well. This clearly demands a Type A Modification. In the absence of these 
modifications, any CON permit issued by the Board would be vulnerable to a determination that 
the permit was not validly issued. 

As stated throughout this correspondence, in addition to meeting the technical requirements of 
the CON application process, public policy also demands transparency as to the involvement of 
Duly/DMG, and Ares Management, as one of the largest health care private equity companies in 
the United States, in this proposed hospital project. This transparency is essential to proper 
review and analysis of the QMG Hospital Application by the Board, and to the degree of 
understanding and information to which the public is entitled. As noted by Moody’s Investors 
Service, Duly/DMG’s aggressive financial policies, including its dividends to shareholders such 
as affiliates of Ares Management, “…pose social risks as key customer relations stakeholders 
include patients, payors and government entities.” 

Out of necessity, we have reached the conclusions in this correspondence on the basis of multiple 
FOIA requests, along with review of the QMG Hospital Application and related materials. If we 
have misunderstood any material aspects of Duly/DMG Transaction or its resulting implications 
for the QMG Hospital Application, it is because we have been forced to arrive at these 
conclusions in the absence of any additional transparency or the availability of any additional 
pertinent public information. In the end, it is the responsibility of the Board and its staff to insist 
upon the appropriate transparency for, and necessary modification to, pending CON applications. 
We respectfully ask that this responsibility be fulfilled here. 

Very truly yours 

 

 

Anne M. Murphy 

 

CC:  April, Simmons, JD, General Counsel 

         Mike Constantino, Senior Project Manager 
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Rating Action: Moody's affirms Midwest Physician Admin Svcs' B2 CFR; outlook 
stable 

24 Feb 2021 

New York, February 24, 2021 -- Moody's Investors Service ("Moody's") affirmed Midwest 
Physician Admin Svcs, LLC's (a core operating company of DuPage Medical Group Ltd. referred 
to herein as "DuPage") Corporate Family Rating at B2 and Probability of Default Rating at B2-PD. 
At the same time, Moody's assigned a B2 to the proposed Senior Secured 1st Lien credit 
facilities. The outlook remains stable. 

The actions follow DuPage's announced refinancing of its existing capital structure. Proceeds from 
the new debt will be used to repay its existing term loans in full and fund a $209 million distribution 
to shareholders. The ratings on the existing first lien credit facilities and second lien term loan will 
be withdrawn upon close. 

The affirmation of the B2 CFR reflects Moody's expectation that DuPage's debt/EBITDA will 
decline to about 5.7x by the end of 2022 as DuPage passes the anniversary of 2Q 20, which was 
most impacted by the coronavirus pandemic. Moody's estimates debt/EBITDA of around 6.6x at 
FYE 2020 pro forma for the proposed transaction. 

Moody's expects the company to realize mid-single digit revenue growth and benefit from 
increasing average  revenue per physician as new physicians are on-boarded and their productivity 
improves. This will be partially offset by higher employee compensation costs. Credit metrics will 
also be aided by additional earnings generated by DuPage's new surgery center, which is on track 
to be completed in 2021. The surgery center should serve as a feeder to DuPage's physician 
practices. 

Moody's views the shareholder distribution as a credit negative as it points to the aggressive 
nature of DuPage's financial policies, a key governance issue. DuPage will be meaningfully 
reducing its cash balance to fund the dividend. Combined with higher gross financial leverage, this 
will leave DuPage more weakly positioned to absorb any unexpected operating setback or 
incremental debt. Additionally, Moody's believes DuPage's aggressive policies pose social risks as 
key customer relations stakeholders include patients, payors and government entities. 

The assignment of the B2 rating to the new 1st lien credit facilities reflects the fact that all the debt 
in the capital structure will be pari passu, and is rated B2, the same as the Corporate Family 
Rating. 

Assignments: 
..Issuer: Midwest Physician Admin Svcs, LLC 
....Senior Secured 1st Lien Term Loan, Assigned B2 (LGD3) 
....Senior Secured 1st Lien Revolving Credit Facility, Assigned B2 (LGD3) 
Affirmations: 
..Issuer: Midwest Physician Admin Svcs, LLC 
.... Probability of Default Rating, Affirmed B2-PD 
.... Corporate Family Rating, Affirmed 
B2 Outlook Actions: 
..Issuer: Midwest Physician Admin Svcs, LLC 
....Outlook, Remains Stable 
RATINGS RATIONALE 



DuPage's B2 CFR reflects Moody's expectations that the company's leverage will remain high, 
increasing to around 6.6x at FYE 2020 pro forma for the proposed dividend. Leverage should 
improve to 5.7x by the end of 2022 as DuPage passes the anniversary of 20 20, which was most 
impacted by the coronavirus pandemic. The ratings also reflect the risks associated with the 
company's high degree of geographic concentration given operations are primarily located in the 
greater Chicago, IL area. The credit profile benefits from the company's multi-specialty business 
model which provides patients with a broad range of primary and specialist care in an integrated 
setting. The company has meaningful scale in its markets and has successfully executed an 
organic and acquisition-led growth strategy. 

Moody's anticipates that DuPage will maintain good liquidity over the next 12-18 months. The 
company's liquidity is supported by cash and equivalents of $25 million pro forma for the 
transaction, down from about $200 million at FYE 2020, and Moody's expectation of positive cash 
flow from operations. Moody's expects DuPage will repay about $20 million in 2021 and 2022 
related to the Medicare Advance payments, but will not need to repay the HHS grants, and that 
internal liquidity will be sufficient to make these payments. The proposed $100 million revolving 
credit facility is expected to remain undrawn and will contain a maximum 7.2 times first lien net 
leverage ratio covenant that is tested when borrowing exceeds 30% of the commitment. While 
Moody's does not expect the covenant to be tested over the next 12-18 months, Moody's believes 
the company will have adequate headroom, if tested. 

The outlook is stable, reflecting Moody's expectation of declining financial leverage due to 
earnings growth. Moody's believes that DuPage will continue to pursue acquisitions, but that these 
will be funded largely with internal source of liquidity. 

FACTORS THAT COULD LEAD TO AN UPGRADE OR DOWNGRADE OF THE RATINGS 

The ratings could be upgraded if the company substantially broadens its geographic presence, 
exhibits less aggressive financial policies, sustained improvement in free cash flow, and if 
adjusted debt/EBITDA is sustained below 5.0x. 

The ratings could be downgraded if financial policies become more aggressive, including pursuing 
another shareholder dividend or a large debt funded acquisition. The ratings could be downgraded 
if any unexpected operating setback materially weakens DuPage's earnings or liquidity. 
Quantitatively, ratings could be downgraded if adjusted debt/EBITDA is sustained above 6.0 
times. 

The proposed first lien term loans are expected to have no financial maintenance covenants. The 
proposed revolving credit facility will contain a springing maximum first lien net leverage ratio that 
will be tested, beginning with the second full fiscal quarter after closing, when the revolver is more 
than 30% drawn. If tested, the covenant will require first lien net leverage to be below 7.2 times. In 
addition, the first lien credit facility contains incremental facility capacity up to the greater of $129 
million and 100% LTM EBITDA, plus unused general debt basket amounts, plus unlimited 
additional amounts up to 5.0x first lien net leverage ratio (if pari passu secured), up to 5.25x 
secured net leverage ratio (if junior secured), and either up to 5.50x total net leverage ratio or so 
long as the interest coverage ratio is less than 2.0x. Alternatively, the ratio tests may be satisfied 
so long as ratios are no worse on a proforma basis. Amounts up to the greater of $64.5m and 50% 
of  LTM EBITDA can be incurred with an earlier maturity date than the first lien term loan maturity 



 

date. Asset transfers to unrestricted subsidiaries are permitted subject to carve-outs; there are no 
"blocker" provisions contemplated. Only wholly owned subsidiaries must provide guarantees, 
raising the risk that guarantees may be released following a partial change in ownership. There are 
step-downs in the asset sale prepayment requirement to 50% and 0% upon achieving first lien net 
leverage ratios 0.50 times and 1.00 times inside the closing date first lien net leverage, 
respectively. 

DuPage is a large, independent multi-specialty physician group with over 775 physicians based in 
120 locations in/near the greater Chicago, IL area. The company handles over 2 million patient 
encounters annually. The company generates around $1.1 billion of revenue. The company is 
owned by affiliates of Ares Management L.P., management and physicians of the company. 

The principal methodology used in these ratings was Business and Consumer Service Industry 
published in October 2016 and available at 
https://www.moodys.com/researchdocumentcontentpage.aspx? docid=PBC_1037985. 
Alternatively, please see the Rating Methodologies page on www.moodys.com for a copy of this 
methodology. 

REGULATORY DISCLOSURES 

For further specification of Moody's key rating assumptions and sensitivity analysis, see the 
sections Methodology Assumptions and Sensitivity to Assumptions in the disclosure form. Moody's 
Rating Symbols and Definitions can be found at: 
https://www.moodys.com/researchdocumentcontentpage.aspx? docid=PBC_79004. 

For ratings issued on a program, series, category/class of debt or security this announcement 
provides certain regulatory disclosures in relation to each rating of a subsequently issued bond or 
note of the same series, category/class of debt, security or pursuant to a program for which the 
ratings are derived exclusively from existing ratings in accordance with Moody's rating practices. 
For ratings issued on a support provider, this announcement provides certain regulatory 
disclosures in relation to the credit rating action on the support provider and in relation to each 
particular credit rating action for securities that derive their credit ratings from the support 
provider's credit rating. For provisional ratings, this announcement provides certain regulatory 
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that 
may be assigned subsequent to the final issuance of the debt, in each case where the transaction 
structure and terms have not changed prior to the assignment of the definitive rating in a manner 
that would have affected the rating. For further information please see the ratings tab on the 
issuer/entity page for the respective issuer on www.moodys.com. 

For any affected securities or rated entities receiving direct credit support from the primary 
entity(ies) of this credit rating action, and whose ratings may change as a result of this credit rating 
action, the associated regulatory disclosures will be those of the guarantor entity. Exceptions to 
this approach exist for the following disclosures, if applicable to jurisdiction: Ancillary Services, 
Disclosure to rated entity, Disclosure from rated entity. 

The ratings have been disclosed to the rated entity or its designated agent(s) and issued with no 
amendment resulting from that disclosure. 



These ratings are solicited. Please refer to Moody's Policy for Designating and Assigning 
Unsolicited Credit Ratings available on its website www.moodys.com. 

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, 
the related rating outlook or rating review. 

Moody's general principles for assessing environmental, social and governance (ESG) risks in our 
credit analysis can be found at 
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1243406 . 

At least one ESG consideration was material to the credit rating action(s) announced and 
described above. 

The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of 
Moody's affiliates outside the EU and is endorsed by Moody's Deutschland GmbH, An der Welle 
5, Frankfurt am Main 60322, Germany, in accordance with Art.4 paragraph 3 of the Regulation 
(EC) No 1060/2009 on Credit Rating Agencies. Further information on the EU endorsement status 
and on the Moody's office that issued the credit rating is available on www.moodys.com. 

The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of 
Moody's affiliates outside the UK and is endorsed by Moody's Investors Service Limited, One 
Canada Square, Canary Wharf, London E14 5FA under the law applicable to credit rating 
agencies in the UK. Further information on the UK endorsement status and on the Moody's office 
that issued the credit rating is available on www.moodys.com. 

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the 
Moody's legal entity that has issued the rating. 

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory 
disclosures for each credit rating. 

Jaime Johnson 
Vice President - Senior Analyst Corporate Finance Group Moody's Investors Service, Inc. 250 
Greenwich Street 
New York, NY 10007 U.S.A. 
JOURNALISTS: 1 212 553 0376 
Client Service: 1 212 553 1653 
 



Jessica Gladstone, CFA 
Associate Managing Director 
Corporate Finance Group 
JOURNALISTS: 1 212 553 0376 
Client Service: 1 212 553 1653 
 
Releasing Office: 
Moody's Investors Service, Inc. 
250 Greenwich Street 
New York, NY 10007 
U.S.A. 
JOURNALISTS: 1 212 553 0376 
Client Service: 1 212 553 1653 
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