09-059

ORIGINAL

ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2009 Edition

. ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

APPLICATION FOR PERMIT RECEIVED

SECTION I. IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICATION

This Section must be completed for all projects. 0CT 1.6 2009
Facility/Project Identification SERAES HEIETIES &
Facility Name: IF 7 SRV RO
Street Address: /] U/E ST LARE STREET

City and Zip Code: /£ BAMA Lo (301

County: (7HZAMPAIEA Health Service Area A/SA -4 Health Planning Area. [/~ [

Applicant Identification
[Provide for each co-applicant [refer to Part 1130.220).

Exact Legal Nome. CLRIE ADUNDATIDN HOSHITAL
Address: . i

Name of Registered Agent:  JAMES ., LEONAPD , D,
Name of Chief Executive Officer: 7 Ames A, (LOAMED, MD.
CEO Address: (s]/ WEST PARK STPEET, YRBAA TI. &l801

~[Telephone Number: £2/7) 3533220

APPEND DOCUMENTATION AS ATTACHMENT-1 IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. SEE ATTACHMEMNT - |

. _"Type of Ownership

| E' Non-profit Corporation W Partnership
[l For-profit Corporation | Governmental
] Limited Liability Company | Sole Proprietorship ] Other

o Corporations and limited liability companies must provide an lllinois certificate of good standing.
o Partnerships must provide the name of the state in which organized and the name and address of
each partner specifying whether each is a general or limited partner.

OCE ATTHCHMENT - 2.

Primary Contact
[Person to receive all correspondence or inquiries during the review period]
Name: 7RED SELOY(CH
Title: TR SINESS
Company Name: ALLE FOUNDPAT IODR) HOSETAL
Address: pf{ WEST PARY STRLLT , URBANA _TI. 41801
Telephone Number((Z(%7 ) 226-C% /1 ’
E-mail Address: #RE£D - SL&oVICH @& Capte . Com
Fax Number. (/7)) 383-3232
Additional Contact
[Person who is also authorized to discuss the application for permit]
;lalme: £hPH FRIEDNMAA)
itle: MQE{/

Company Name: “#RGUIPE (WDODS, LLL.

Address: :

Telephone Number: /3 - TH5r-27%1
. E-mail Address: Kf#4, aureweeds, Com
Fax Number.{3{2.) Y20-¢/98 ~

Al GOGOM




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2009 Edition

ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD
APPLICATION FOR PERMIT
SECTION I. IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICATION

This Section must be completed for all projects.

Facility/Project identification

Facility Name: T HE BLLE FZXIAINATION)

Street Address: 4 /f WEST LALK STREET

City and Zip Code: /RBONA /50f

County:  ZLaminlor) Health Service Area 4SA - &/ Health Planning Area: [0 - |

Applicant Identification
[Provide for each co-applicant [refer to Part 1130.220].

Exact Legal Name: 7THE (ARLE FOUMNPATION)

Address:  Lpf] JiEST PARK STREET /JABHMA _zz, Y

Name of Registered Agent:

Name of Chief Executive Officer: _TAmMeSs 2. [EDA IQD M 0.

CEO Address: & /1 HIEST FARE FTPLET , (RLAMA T (o (50

Telephone Nurnber C}./’,l) 393-3220

APPEND DOCUMENTATION AS AT !&CHMEHT- IN NUMERIC SEQUENTIAL ORDER AFTE; THE LAST P.)A&%OF THE
. APPLICATION FORM. _ . - R — .

Type of Ownership

g Non-profit Corporation l Partnership
For-profit Corporation ) Governmental
| Limited Liability Company O Sole Proprietorship ] Other

o Corporations and limited liability companies must provide an lllinois certificate of good standing.
o Partnerships must provide the name of the state in which organized and the name and address of
each partner specifying whether each is a general or limited partner,

SEE  KTTAGHMENT 7).

Primary Contact
[Person to receive all correspondence or inquiries during the review period]

Name: FPED SELOVICH

Title: D (ﬁé&f‘%ﬁr 5_{4'2 (/UZI s DEVELOPMENT
Company Name: 742 /& ) AT 1O DS EITAL

Address: 57 57, £, . {
Telephone Number (L2 /2 3246041

E-mail Address: FRED.SECO VICHEAARLE . Com

Fax Number: (3[_’,_!:! 292 2-2122

Additional Contact
[Person who is also authorized to discuss the application for permit)

Name: KALA FRIEDMAN

Title:

£
Company Name: '/ Ayt iR E UONNS (L

Address: 77 JEST AACEEL DRIVE , SUITE 4100, CHILAG), LL. L060F (816

Telephone Number: (3/2 Y750 - X141

E-mail Address:_EFp /o diia h @D mMCAu I reuwods -COm,
Fax Number.£3/2 ) 920-4L188 <
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2009 Edition

Post Permit Contact
[Person to receive all correspondence subsequent to permit issuance]

Name: FPLED SELOVICH

Title: DIPECIOR. , BUSINESS _DEVELNPMENT

Company Name: CARLE FOUMDATION) LOSPITAL.

Address: gs7 P, . {pl30]
Telephone Number: /2/1) 324 - 04 {

E-mail Address: FRED. SEGCOVICH & EARLE . COMN

Fax Number: { 2/1)382-3232

Site Ownership
[Provide this information for each applicable site]

Exact Legal Name of Site Owner: _ THE A AL LE TOHAIDATION]

Address of Site Owner: /5 /{ [E57 DAY STRPLET , LRAPNA Lo (80

Street Address or Legal Description of Site: ¢,/ yig6r Rori. STREET, (/REANA, T Li8DI

- APPEND DOCUMENTATION AS ATTACHMENT-2, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
: APPLICATION FORM. e . P S e

Operating ldentity/Licensee
[Provide this information for each applicable facility, and insert after this page.]

[ Exact Legal Name: ZARLE FOUNDRTINN) HOSPHHEL.

Address:
% Non-profit Corporation 0O Partnership
For-profit Corporation ] Governmental
U Limited Liability Company O Sole Proprietorship 'l Other

o Corporations and limited liability companies must provide an lllinois certificate of good standing.
o Partnerships must provide the name of the state in which organized and the name and address of
each partner specifying whether each is a general or limited partner.

SEE ATTACH MENT &,

Organizational Relationships

Provide (for each co-applicant) an organizational chart containing the name and relationship of any person
who is related (as defined in Part 1130.140). If the related person is participating in the development or

funding of the project, describe the interest and the amount and type of any financial contribution.

APPEND DOCUMENTATION AS ATTACHMENT-3, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
: APPLICATION FORM.

Lo 5 i e —— - - -

Flood Plain Requirements
[Refer to application instructions.]

Provide documentation that the project complies with the requirements of lllinois Executive Order #2005-5
pertaining to construction activities in special flood hazard areas. As part of the flood plain requirements
please provide a map of the proposed project location showing any identified floodplain areas. Floodplain
maps can be printed at www.FEMA gov or www.illinoisfloodmaps.org. This map must be in a readable
format. In addition please provide a statement attesting that the project complies with the requirements of
llinois Executive Order #2005-5 {http://iwww.idph.state.il.us/about/hfpb.htm).

{
APPEND DOCUMENTATION AS ATTACHMENT 4, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
{ APPLICATION FORM: __ ma e a e L : o




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2009 Edition

Historic Resources Preservation Act Requirements
[Refer to application instructions.] EE ATTACHMENT 5

Provide documentation regarding compliance with the requirements of the Historic Resources Preservation
Act.

‘ APPEND DOCUMENTATION AS ATTACHMENT-5, IN NUMERIC S_E.QUENTIAL ORDER AFTER THE LAST PAGE OF THE
- APPLICATION FORM. = T S o RS L

DESCRIPTION OF PROJECT

1. Project Classification
[Check those applicabte - refer to Part 1110.40 and Part 1120.20(b)]

Part 1120 Applicability or Classification:
Part 1110 Classification: [Check one only.]
K substantive [ Part 1120 Not Applicable
[0 Category A Project
O Non-substantive Category B Project
DHS or DVA Project

2. Project Qutline
In the chart below, indicate the propesed action(s) for each clinical service area involved by writing the number of beds,

stations or key rooms involved; MEANT &
m Yoz,
o| g| 5| 2| 5gEB
- . ) o a Q < =40
Clinical Service Areas o 2 @ o no ¥ e
= = 3 3
th a 3 = 8 &
o0 N 3
@ = 309
1] w

Medical/Surgical, Obstetric, Pediatric and intensive Care
Acute/Chronic Mental lliness

Neonatal Intensive Care

Qpen Heart Surgery

Cardiac Catheterization

In-Center Hemodialysis

Non-Hospital Based Ambulatory Surgery

General Long Term Care

Specialized Long Term Care

Selected Organ Transplantation

Kidney Transplantation

Subacute Care Hospital Madel

Post Surgical Recovery Care Center

Children's Community-Based Health Care Center
Community-Based Residential Rehabilitation Center
Long Term Acute Care Hospital Bed Projects

Clinical Service Areas Other Than Categories of Service:

* Surgery

. Ambulatory Care Services (organized as a service)
. Diagnostic & Interventional RadiologyAmaging

. Therapeutic Radiology

. L.aboratory

. Pharmacy

» Qccupational Therapy

. Physical Therapy

L Major Medical Equipment

Freestanding Emergency Center Medical Services
Master Design and Related Projects
Mergers, Consolidations and Acquisitions

PLERSE S5E ATIRCAMENT & FOR. QRTA AND NARRATIVE INFDRMATION CEATED T2 THIS PrECT

J— Page 3

Y




ILLUINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2009 Edition

L. e eh L a w

APPEND DOCUMENTATION AS ATTACHMENT—G. IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE

: APPLICATION FORM

3. Narrative Description

Provide in the space below, a brief narrative description of the preject. Explain WHAT is to be done in State Board

defined terms, NOT WHY it is being done. If the project site does NOT have a street address, include a legal description

of the site. Include the rationale regarding the project's classification as substantive or non-substantive.

This Certificate of Need is for the acquisition of the assets of Carle Clinic Association
("CCA"), a physician practice with 342 employed physicians, optometrists, podiatrists,
oral surgeons, and psychologists and offices throughout central Illinois (as described in
Attachment 1), by Carle Foundation Hospital ("Hospital"), a not-for-profit hospital
located at 611 W. Park Street, Urbana, Illinois 61801. With this acquisition, the Hospital
and CCA will combine their health care operations into a single health care system. As
part of the transaction The Carle Foundation will also acquire CCA’s entire ownership
interest in Health Alliance Medical Plan, Inc. (‘HAMP?), a health insurance and benefits
administration company which operates in 30 states with contracts for approximately
320,000 plan enrollees.

The Hospital plans to make a capital expenditure of $250 million in order to acquire the
CCA assets, including all CCA clinic locations, equipment related to clinical service
areas of the Hospital and the stock of HAMP. In addition, the Hospttal will acquire
minority, non-controlling interests in a number of joint ventures which are currently held
by CCA. The purchase price for the CCA assets was established based upon an
independent valuation of CCA’s business, using established third party valuation
methodologies. A substantial element of the value of the enterprise is attributed to
HAMP which is a non-clinical, non-reviewable asset of CCA. The letter of intent
between the Hospital and CCA is attached hereto.

The project is substantive because it cannot be classified as either emergency or non-
substantive projects according to Section 1110.40. The project is a Category B
classification because expenditures will exceed $2 million.

RS - iy e P e A




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2009 Edition

Project Costs and Sources of Funds

Complete the following table fisting all costs (refer to Part 1120.110} associated with the project. When a
project or any component of a project is to be accomplished by lease, donation, gift, or other means, the fair
market or dollar value {refer to Part 1130.140) of the component must be included in the estimated project
cost. If the project contains non-clinical components that are not related to the provision of health care,
complete the second column of the table below. See 20 ILCS 3960 for definition of non-clinical. Note, the use

and sources of funds must equal.

Project Costs and Sources of Funds
USE OF FUNDS CLINICAL NON-CLINICAL TOTAL

Preplanning Costs

Site Survey and Soil Investigation
Site Preparation

Off Site Work

New Construction Contracts
Modernization Contracts

Contingencies
Architectural/Engineering Fees
Consulting and Other Fees

Movable or Other Equipment (not in
construction contracts)

Bond Issuance Expense (project related)

Net interest Expense During Construction
(project related)

Fair Market Value of Leased Space or
Equipment

Other Costs To Be Capitalized 5 245 372743

Acquisition of Building or Other Property
{excluding land)

TOTAL USES OF FUNDS 245 379, 783
SOURCE OF FUNDS CLINICAL NON-CLINICAL TOTAL

Cash and Securities

Pledges

Gifts and Beguests

Bond Issues (project related) |E 78 571153

Mortgages (| PRomi5soRY NOTE p)

Leases (fair market value)
Governmental Appropriations

Grants
Other Funds and Sources

TOTAL SOURCES OF FUNDS (452797 43

NOTE: ITEMIZATION OF EACH LINE ITEM MUST BE PROVIDED AT ATTAGHMENT-7, IN NUMERIC SEQUENTIAL ORDER AFTER
THE LAST PAGE OF THE APPLICATION FORM. S

Page 5

b




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2009 Editlon

Related Project Costs
Provide the following information, as applicable, with respect to any land related to the project that will be

or has been acquired during the last two calendar years:

Land acquisition is related to project X ves ] No
Purchase Price:  §

Fair Market Value: $_ <4, 22, 2(7

The project involves the establishment of a new facility or a new category of service

] Yes A No

If yes, provide the dollar amount of all non-capitalized operating start-up costs (including operating
deficits) through the first full fiscal year when the project achieves or exceeds the target utilization
specified in Part 1100.

Estimated start-up costs and operating deficit cost is $ 9]

Project Status and Completion Schedules

Indicate the stage of the project's architectural drawings:

4 None or not applicable ] Preliminary
[ ] Schematics [] Final Working
Anticipated project completion date (refer to Part 1130.140). __ AR/ 20,2010

Indicate the following with respect to project expenditures or to obligation (refer to Part 1130.140):

[] Purchase orders, leases or contracts pertaining to the project have been executed.

] Project obligation is contingent upon permit issuance. Provide a copy of the contingent
“certification of obligation” document, highlighting any language related to CON
contingencies.

‘E. Project obligation will occur after permit issuance.

State Agency Submittals

Are the following submittals up to date as applicable:

[X] Cancer Registry

X] APORS

%] All formal document requests such as IDPH Questionnaires and Annual Bed Reports been submitted
%] All reports regarding outstanding permits




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

Cost Space Requirements

APPLICATION FOR PERMIT- July 2009 Edition

Provide in the following format, the department/area GSF and cost. The sum of the department costs MUST

equal the total estimated project costs.

Indicate if any space is being reallocated for a different purpose.

Include outside wall measurements plus the department’s or area’s portion of the surrounding circulation
space. Explain the use of any vacated space.

Gross Square Feet

Amount of Proposed Total Gross Square Feet

That Is:

Dept. / Area

Cost

Existing | Proposed

New
Const.

Modernized

Asls

Vacated
Space

CLINICAL

r

Medical Surgical

Intensive Care

Diagnostic
Radiology

MRI

Total Clinical

[NON CLINICAL

| Administrative

Parking

Gift Shop

Total Non-clinical

TOTAL

— P

———

i APPEND DOCUMENTATION AS ATTACHMENT-B, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE

APPLICATION FORM.

SEC ATIACHMENT 8

Page 7

-




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

Facility Bed Capacity and Utilization

APPLICATION FOR PERMIT- July 2009 Edition

Complete the following chart, as applicable. Complete a separate chart for each facility that is a part of the
project and insert following this page. Provide the existing bed capacity and utilization data for the latest
Calendar Year for which the data are available. Any bed capacity discrepancy from the Inventory will result

in the application being deemed incomplete.
FACILITY NAME: /%4, CITY: LBBANA | TL
REPORTING PERIOD DATES: From: JBAf I, to: [ 3/ 2003
Category of Service Authorized | Admissions | Patient Days Bed Proposed
v Beds Changes Beds
Medical/Surgical /§5/195 | 13,311 | 50,898 ., O
Obstetrics 23 &jﬂ‘/ 7 3 0 0
Pediatrics 20 ‘?33 AT 79 O 0
Intensive Care 32 65"3 6 f 308} 0 0
5| 4z 49| 0| 0
Acute/Chronic Mental lliness ¢ ) 0 0 4,
Neonatal Intensive Care _55 573 61250 0 0
General Long Term Care O 0 0 0 ﬁ
Specialized Long Term Care O 0 O 0 0
Long Term Acute Care O D O 0 0
Other ((identityOBERUATITN ., 0 0| 1035 7 d
TotaLs 305315 | 13,246 79,57 4 0
/AJJUNE 009 T ADD [0 MED/SuRY Bels

§-0£Y USED THE 10 PERCENT RULE




iLLINCIS HEALTH FACILITIES AND SERVICES REVIEW BEQARD APPLICATION FOR PERMIT- July 2009 Edition

CERTIFICATION
The application must be signed by the authorized representative(s) of the applicant entity. The authorized

representative(s} are:

o in the case of a corporation, any two of its officers or members of its Board of Directors;

in the case of a limited liability company, any two of its managers or members (or the sole manger or

(o]
member when two or more managers or members do not exist);

o inthe case of a partnership, two of its general partners (or the sole general partner, when two or more
general partners do not exist);

o in the case of estates and trusts, two of its beneficiaries {or the sole beneficiary when two or more
beneficiaries do not exist); and

o inthe case of a sole proprietor, the individual that is the proprietor.

This Application for Permit is filed on the behalf of _GARLE FOUNDATION HoPITAL. *

in accordance with the requirements and procedures of the lilinois Health Facilities Pianning Act. The
undersigned certifies that he or she has the authority to execute and file this application for permit on
behalf of the applicant entity. The undersigned further certifies that the data and information provided
herein, and appended hereto, are complete and correct to the best of his or her knowledge and belief.
The undersigned also certifies that the permit application fee required for this application is sent
herewith or will be paid upon request.

Q). ClA.,

SIGNATU IG
TAMES C. LEDRIAED MD N SNYDEL
PRINTED NAME " PRINTED NAME
< EXCUTIVE VICE PRES IDENTS (r0
PRINTED TITLE PRINTED TITLE
Notarization: Notarization:
Subsctj “ed and sworn to, before me SubscnPEd and sworp to before me
this _d2 day of &(ZVU/L P this ¥ 2 day of & 4
Many I Felt Mieny, I fee
Signature(of Notary {/signature of Notary
Seal Seal
§ “OFFICIALSEAL" § “OFFICIAL SEAL™ 1
! MARY McFALL g } MARY McFALL 1
Netary Public, State of lilinols { Notary Public, State of ilinols  {
My commission expires 04/20/13 | My commission expires 04/29/13 ¢

*Insert EXACT legal name of the applicant
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CERTIFICATION

The application must be signed by the authorized representative(s) of the applicant entity. The authorized
representative(s) are:

o inthe case of a corporation, any two of its officers or members of its Board of Directors;

o in the case of a limited liability company, any two of its managers or members (or the sole manger or
member when two or more managers or members do not exist);

o in the case of a partnership, two of its general partners (or the sole general partner, when two or more
general partners do not exist),

o in the case of estates and trusts, two of its beneficiaries (or the sole beneficiary when two or more
beneficiaries do not exist); and

o in the case of a sole proprietor, the individual that is the proprietor.

This Application for Permit is filed on the behalf of AJ *

in accordance with the requirements and procedures of the Ilinois Health Facilities Planning Act. The
undersigned certifies that he or she has the authority to execute and file this application for permit on
hehalf of the applicant entity. The undersigned further certifies that the data and information provided
herein, and appended hereto, are complete and correct to the best of his or her knowledge and belief.
The undersigned also certifies that the permit application fee required for this application is sent
herewith or will be paid upon request.

SIGNATU

i~/

C).l A
5

o6 O LEONARD, M.

SNy DER,

PRINTED NAME
PRESIBENT S CED

L7 PRINTED NAME

EXEUTIVE ice L1 DENT +CoO

PRINTED TITLE

Notarization: .
SubsssriEed and sworn to before me
this 12 day of _di¢tobery

Man I ates

Signature{df Notary

Seal

“OFFICIAL SEAL"
MARY McFALL

Notzary Public, State of lilinols
My commission expires 04/29/13

*Insert EXACT legal name of the applicant

PRINTED TITLE

Notarization:;
Subscribed and sworp to before me
this _¥ day of (0N

W)W}Lm
ignature of Notary

Seal

“OFFICIAL SEAL"™

MARY McFALL
Motary Public, State of lilinols
My commission axpires 04/29/13 -

Page 9

/|




ILLINOIS HEALTH FACIULITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2009 Edition

SECTION IIl. - PROJECT PURPOSE, BACKGROUND AND ALTERNATIVES - INFORMATION
REQUIREMENTS SEE MTACHMENT O

This Section is applicable to all projects except those that are solely for discontinuation with no project costs.
Criterion 1110.230 - Project Purpose, Background and Alternatives

READ THE REVIEW CRITERION and provide the foltowing required information:
BACKGROUND OF APFLICANT

1. A listing of all health care facilities owned or operated by the applicant, including licensing, certification
and accreditation identification numbers, if applicable.

2. A cerified listing of any adverse action taken against any facility owned and/or operated by the
applicant during the three years prior to the filing of the application.

3. Authorization permitting HFSRB and DPH access to any documents necessary to verify the
information submitted, including, but not limited to: official records of DPH or other State agencies; the
licensing or certification records of other states, when applicable; and the records of nationally
recognized accreditation organizations. Failure to provide such authorization shall constitute an
abandonment or withdrawal of the application without any further action by HFSRB.

4. If, during a given calendar year, an applicant submits more than one application for permit, the
documentation provided with the prior applications may be utilized to fulfil the information
requirements of this criterion. In such instances, the applicant shall attest the information has been
previously provided, cite the project number of the prior application, and certify that no changes have
occurred regarding the information that has been previously provided. The applicant is able to submit
amendments to previously submitted information, as needed, to update and/or clarify data.

APPEND DOCUMENTATION AS ATTACHMENT-10, IN NUMEﬁlC SEQUE!&IAL ORDER AFTER THE LAST PAGE OF THE. o
APPLICATION FORM. i

— - -

-

PURPOSE OF PROJECT  SEC ATTRCH MERT 1]

1. Document that the project will provide health services that improve the health care or well-being of the
market area population to be served.

2. Define the planning area or market area, or other, per the applicant's definition.

3. Identify the existing problems or issues that need to be addressed, as applicable and appropriate for
the project. [See 1110.230(b) for examples of documentation.]

4, Cite the sources of the information provided as documentation.

5. Detail how the project will address or improve the previously referenced issues, as well as the
population’s health status and well-being.

6. Provide goals with quantified and measurable objectives, with specific timeframes that relate to
achieving the stated goals.

For projects involving modernization, describe the conditions being upgraded. for facility projects, include
statements of age and condition and regulatory citations. For equipment being replaced, include repair and
maintenance records.




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2009 Edition

NOTE: The description of the “ "Purpose e of the Prolect” should not exceed one page in length
Informatlon regardmg the “Purpose of the PI'Oj t i ed in State"Agency Report.’

APPLICA'HON FORM.-

l_ e A w  — —

ALTERNATIVES SEE ATTRCHMAELT T2

Document ALL of the alternatives to the proposed project:
Examples of alternative options include:
A) Proposing a project of greater or lesser scope and cost;

B} Pursuing a joint venture or similar arrangement with one or more providers or
entities to meet all or a portion of the project's intended purposes; developing
alternative settings to meet all or a portion of the project's intended purposes;

C} Utilizing other health care resources that are available to serve all or a portion
of the poputation proposed to be served by the project; and

2) Documentation shall consist of a comparison of the project to altemative options. The
comparison shall address issues of cost, patient access, quality and financial benefits
in both the short term (within one to three years after project completion) and long
term. This may vary by project or situation.

3) The applicant shall provide empirical evidence, including quantified outcome data, that
verifies improved quality of care, as available.

A —— o ———— - = - r

AFPEND DOCUMENTATIOH AS &TTAC HMENT—1 2, IN HUMERIC QUENTIAL ER A ER THE LAST PAGE OF THE
APPLICATION FORM SRR L
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SECTION IV - PROJECT SCOPE, UTILIZATION, AND UNFINISHED/SHELL SPACE
Criterion 1110.234 - Project Scope, Utilization, and Unfinished/Shell Space

READ THE REVIEW CRITERION and provide the following information:
SIZE OF PROJECT: Sg& ATTRCHMEAT (3

1. Document that the amount of physical space proposed for the proposed project is necessary and not
excessive.

2. If the gross square footage exceeds the GSF standards in Appendix B, justify the discrepancy by
documenting one of the following::

a. Additional space is needed due to the scope of services provided, justified by clinical or
operational needs, as supported by published data or studies;

b. The existing facility's physical configuration has constraints or impediments and requires an
architectural design that results in a size exceeding the standards of Appendix B;

c. The project involves the conversion of existing bed space that results in excess square
footage.

= e ot e

: APPEND DOCUMENTATION AS ATTACHMENT-13, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. T

PROJECT SERVICES UTILIZATION: S£& MTACHMENT 14

This criterion is applicable only to projects or portions of projects that involve services, functions or
equipment for which HFSRB has established utilization standards or occupancy targets in 77 lll. Adm.
Code 1100.

Document that in the second year of operation, the annual utilization of the service or equipment shall meet or
exceed the utilization standards specified in 1110.Appendix B.

P T LI - em TN u . - —-—---.\.'—.—]

APPEND DOCUMENTATION AS ATTACHMENT-14, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE.
| APPLICATION FORM. R

L

UNFINISHED OR SHELL SPACE: A07 APPLICABLE
Provide the following information:
1. Total gross square footage of the proposed shell space;

2. The anticipated use of the shell space, specifying the proposed GSF tot be allocated to each
department, area or function;

3. Evidence that the shell space is being constructed due to
a. Requirements of governmental or certification agencies; or
b. Experienced increases in the historical occupancy or utilization of those areas proposed to
occupy the shell space.

4, Provide:
a. Historical utilization for the area for the latest five-year period for which data are available;

and




o

ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2009 Edition
. b. Based upon the average annual percentage increase for that period, projections of future '
utilization of the area through the anticipated date when the shell space will be placed into
operation.

- F e - R

> - . o g L L L gt

APPEND DOCUMENTATION AS ATTACHMENT-15, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
_ APPLICATION FORM. ‘

ASSURANCES: o7 APPLICATBLE

Submit the following:

1. Verification that the applicant will submit to HFSRB a CON application to develop and utilize the shell
space, regardless of the capital thresholds in effect at the time or the categories of service involved.

2. The estimated date by which the subsequent CON application (to develop and utilize the subject shel!
space) will be submitied; and

3. The anticipated date when the shell space will be completed and placed into operation.

£ e e e . - - . —“——— A - - Qe Lt e

, APPEND DOCUMENTATION AS ATTACHMENT-15, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
‘ : APPLICATION FORM. : _
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. SECTION VIi. MERGERS, CONSOLIDATIONS AND ACQUISITIONS/CHANGES OF OWNERSHIP

This Section is applicable to projects involving merger, consolidation or acquisition/change of ownership.

18

A. Criterion 1110.240(b), Impact Statement
Read the criterion and provide an impact statement that contains the following information:
1. Any change in the number of beds or services currently offered.
2. Who the operating entity will be.
3. The reason for the transaction.
4. Any anticipated additions or reductions in employees now and for the two years following
completion of the transaction,
5. A cost-benefit analysis for the proposed transaction.

B. Criterion 1110.240(c}, Access
Read the criterion and provide the following:
1. The current admission policies for the facilities involved in the proposed transaction.
2. The proposed admission policies for the facilities.
3. A letter from the CEO certifying that the admission policies of the facilities involved wilt not

become more restrictive.

C. Criterion 1140.240(d), Health Care System

Read the criterion and address the following:
1. Explain what the impact of the proposed transaction will be on the other area providers.

2. List all of the facilities within the applicant’s health care system and provide the following for
each fagility.
a. the location {town and street address),
b. the number of beds;
. c. alist of services; and
d. the utilization figures for each of those services for the last 12 month period.
3. Provide copies of all present and proposed referral agreements for the facilities involved in this
transaction.
Provide time and distance information for the proposed referrals within the system.
Explain the organization policy regarding the use of the care system providers over area
providers.
Explain how duplication of services within the care system will be resolved.
Indicate what services the proposed project will make available to the community that are not

now availabie.

o~

~No

- soiage, b 7Y

APPEND DOCUMENTATIOK AS ATTACHMENT-18, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. . . .
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. SECTION VII. - CATEGORY OF SERVICE - REVIEW CRITERIA

1.

SEE ATTACHMENT {9

This Section is applicable to all projects proposing establishment, expansion or modernization of ALL
categories of service that are subject to CON review, as provided in the lllinois Health Facilities
Planning Act [20 ILCS 3960), WITH THE EXCEPTION OF:

= General Long Term Care,
Subacute Care Hospital Model;
Postsurgical Recovery Care Center Alternative Health Care Model,
Children’s Community-Based Health Care Center Alternative Health Care Model; and
Community-Based Residential Rehabilitation Center Alternative Health Care Model.

If the project involves any of the above-referenced categories of service, refer to " SECTION ViIi.-
Service Specific Review Criteria" for applicable review criteria, and submit all necessary
documentation for each service involved..

READ THE APPLICABLE REVIEW CRITERIA FOR €ACH OF THE CATEGORIES OF SERVICE INVOLVED.
[Refer to SECTION VIl regarding the applicable criteria for EACH action proposed, for EACH category of

service involved.]

After Identifying the applicable review criteria for each category of service involved (see the charts in
Section VIII}, provide the following information, AS APPLICABLE TO THE CRITERIA THAT MUST BE

ADDRESSED.

3

A. Planning Area Need - Formula Need Calculation:

1. Complete the requested information for each category of service involved:
Refer to 77 IIl. Adm. Code 1100 for information concerning planning areas, bed/station/key room

deficits and occupancy/utilization standards.

Planning Area

Category of Service No. of HFSRB Part 1100
Beds/Stations/Key | Inventory | Occupancy/Utilization
Rooms Proposed Need or Standard
Excess

Using the formatting above:
2.

Indicate the number of beds/stations/key rooms proposed for each category of service.

Document that the proposed number of beds/stations/key rooms is in conformance with the projected
deficit specified in 77 ll. Adm. Code 1100.

Document that the proposed number of beds/stationsfkey rooms will be in conformance with the
applicable occupancy/utilization standard(s) specified in lll. Adm. Code 1100.

1.

B. Planning Area Need - Service to the Planning Area Residents:

If establishing or expanding beds/stations/key rooms, document that the primary purpose of the project
will be to provide necessary health care to the residents of the area in which the proposed project will
be physically located (i.e., the planning or geographical service area, as applicable), for each category
of service included in the project.

If expanding an existing category of service, provide patient origin information for all admissions for the
last 12-month period, verifying that at least 50% of admissions were residents of the area. For all
other projects, document that at least 50% of the projected patient volume will be from residents of the

Page 18
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SECTION VIlI. - SERVICE SPECIFIC REVIEW CRITERIA THE foicoum/c s.scf;ous ARE AloT
-G Qg

This Section is applicable to all projects proposing establishment, expansion or modernization of
cateqories of service that are subject to CON review, as provided in the Illinois Health Facilities
Planning Act {20 ILCS 3960]. It is comprised of information requirements for each category of service,
as well as charts for each service, indicating the review criteria that must be addressed for each action
(establishment, expansion and modernization). Afteridentifying the applicable review criteria for each
category of service involved , read the criteria and provide the required information, AS APPLICABLE TO THE
CRITERIA THAT MUST BE ADDRESSED

A. Criterion 1110.530 - Medical/Surgical, Obstetric, Pediatric and Intensive Care

1. In addition to addressing the Category of Service Review Criteria for ALL category of
service projects {SECTION Wil], applicants proposing to establish, expand and/or
modernize Medical/Surgical, Obstetric, Pediatric and/or Intensive Care categories of
service must submit the following information:

Indicate bed capacity changes by Service: Indicate # of beds changed by action(s):
# Existing # Proposed #to #to #1to

Category of Service Beds Beds Establish Expand Modernize

[] Medical/Surgical

[ ] Obstetric

(] Pediatric

[C] Intensive Care

3. READ the applicable review criteria outlined below:

APPLICABLE REVIEW CRITERIA Establish | Expand | Modernize

1110.530(b){1) - Planning Area Need - 77 lll. Adm. Code 1100 X
(formula calculation)

1110.530(b)(2) - Planning Area Need - Service to Planning Area X X
Residents

1110.530(b)(3) - Planning Area Need - Service Demand - X
Establishment of Category of Service

1110.530(b)(4) - Planning Area Need - Service Demand - Expansion X
of Existing Category of Service

1110.530(b)(5) - Planning Area Need - Service Accessibility X

1110.530(c)}{1) - Unnecessary Duplication of Services X

1110.530(c)(2) - Maldistribution

1110.530(c)(3) - Impact of Project on Other Area Providers X

1110.530(d}(1) - Deteriorated Facilities X

1110.530(d)(2) - Documentation X

1110.530(d)(3) - Documentation Related to Cited Problems X
Page 23
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H. Non-Hospital Based Ambulatory Surgery SEE ATTACHMEMNT B2

This section is applicable to all projects proposing to establish or modemize a non-hospital based ambulatory
surgical treatment center or to the addition of surgical specialties.

1. Criterion 1110.1540(a), Scope of Services Provided
Read the criterion and complete the following:

a. Indicate which of the following types of surgery are proposed:

Cardiovascular Obstetrics/Gynecology Plastic
Dermatology Ophthalmoloy. Podiatry
Gastroenterology Oral/Maxillofacial Thoracic
General!QOther Orthpaedic Urology
Neurology Otolaryngology

b. Indicate if the project will result in a limited or a multi-specialty ASTC.

2. Criterion 1110.1540(b), Target Population
Read the criterion and provide the following:
a. Onamap (8 %" x 11"), outline the intended geographic services area (GSA).
b. Indicate the population within the GSA and how this number was obtained.

¢. Provide the travel time in all directions from the proposed location to the GSA borders and
indicate how this travel time was determined.

3. Criterion 1110.1540{c}, Projected Patient Volume
Read the criterion and provide signed letters from physicians that contain the following:
a. The number of referrals anticipated annually for each specialty.
b. For the past 12 months, the name and address of health care facilities to which patients
;;?:irl‘iatyl.-efermd’ including the number of patients referred for each surgical specialty by
c. A statement that the projected patient volume will come from within the proposed GSA.

d. A statement that the information in the referral letter is true and comrect to the best of his or
her belief.

4. Criterion 1110.1540(d), Treatment Room Need Assessment
Read the criterion and provide:
a. The number of procedure rooms proposed.
b. The estimated time per procedure including clean-up and set-up time and the methodology
used in arriving at this figure.
5. Criterion 1110.1540(e), Impact on Other Facilities
Read the criterion and provide:
a. A copy of the letter sent to area surgical facilities regarding the proposed project's impact on
their workload. NOTE: This letter must contain: a description of the project including its size,

cost, and projected workload; the location of the proposed project; and a request that the
facility administrator indicate what the impact of the proposed project will be on the existing |

Page 33
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facility.
b. Alist of the facilities contacted. NOTE: Facilities must be contacted by registered mail.
6. Criterion 1110.1540(f), Establishment of New Facilities

Read the criterion and provide:

a. A list of services that the proposed facility will provide that are not currently available in the
GSA; or

b. Documentation that the existing facilities in the GSA have restrictive admission policies; or
¢. For co-operative ventures,

a. Patient origin data that documents the existing hospital is providing outpatient
surgery services to the target population of the GSA, and

b. The hospital's surgical utilization data for the latest 12 months, and

¢. Certification that the existing hospital will not increase its operating room capacity
until such a time as the proposed project's operating rooms are operating at or
above the target utilization rate for a period of twelve full months; and

d. Certification that the proposed charges for comparable procedures at the ASTC
will be lower than those of the existing hospital.

7. Criterion 1410.1540(g), Charge Commitment

Read the criterion and provide:

a. A complete list of the procedures to be performed at the proposed facility with the proposed
charge shown for each procedure.

b. A letter from the owner and operator of the proposed facility committing to maintain the
above charges for the first two years of operation.

8. Criterion $110.1540(h), Change in Scope of Service

Read the criterion and, if applicable, document that existing programs do not currently provide the
service proposed or are not accessible to the general population of the geographic area in which the
facility is located.

APPEND DOCUMENTATION AS ATTACHMENT—32,. IN NUMERIC SEbUENfiAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. - U
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R. Criterion 1110.3030 - Clinical Service Areas Other than Categories of Service

1. Applicants proposing to establish, expand andfor modernize Clinical Service Areas Other than
Categories of Service must submit the following information:

Indicate changes by Service; Indicate # of key room changes by action(s):

# Existing # Proposed #to #to #to
Service Key Rooms  Key Rooms Establish Expand Modernize

3. READ the applicable review criteria outlined below and SUBMIT all required information:
PROJECT TYPE REQUIRED REVIEW CRITERIA
New Services or Facility or Equipment {b) - Need Determination -
Establishment
Service Modernization {c)(1) - Deteriorated Facilities
and/or
(c)2) - Necessary Expansion
. PLUS
(C)(3WA) - Utilization — Major Medical
Egquipment
Or
{c)}(3)(B) - Utilization — Service or Facility

P . - . . . . - ca -y

; APPEND DOCUMENTATION AS INDICATED BELOW, IN NUMERIC
t SEQUENCIAL ORDER AFTER THE LAST PAGE OF THE APPLICATION

: FORM:
Attachment W
APPLICABLE REVIEW CRITERIA Number
Need Determination - Establishment 62
Service Demand 63
Referrals from Inpatient Base 64
Physician Referrals 65 QLE
Historical Referrals to Other Providers 66
Population Incidence 67 ATTACHMEN T
Impact of Project on Other Area Providers 68 73
Utilization 69
Deteriorated Facilities 70
Necessary Expansion 71
Utilization -Major Medical Equipment 72
Utilization - Service or Facility 73




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2009 Edition

T. Financial Feasibility

This section is applicable to all projects subject to Part 1120.

REVIEW CRITERIA RELATING TO FINANCIAL FEASIBILITY (FIN)

Does the applicant (or the entity that is responsible for financing the project or is responsible for assumin

applicant's debt obligations in case of default} have a bond rating of *A” or better?
Yes)’( No 1. < arpcHien’T 15

If yes is indicated, submit proof of the bond rating of “A” or better (that is less than two years old) from
Fitch's, Moody’s or Standard and Poor's rating agencies and go to Section XXVI. If no is indicated,
submit the most recent three years' audited financial statements including the following:

1. Balance sheet 3. Change in fund balance

2. Income statement 4. Change in financial position

A. Criterion 1120.210(a), Financial Viability
1. Viability Ratios AJOT APPLICAELE

If proof of an “A” or better bond rating has not been provided, read the criterion and complete
the following table providing the viability ratios for the most recent three years for which audited
financial statements are available. Category B projects must also provide the viability ratios for
the first full fiscal year after project completion or for the first full fiscal year when the project
achieves or exceeds target utilization (per Part 1100), whichever is later.

Provide Data for Projects Classified | Category A or Category B (last three years) Category B
as: {Projected)

Enter Historical and/or Projected
Years:

Current Ratio

Net Margin Percentage

Percent Debt to Total
Capitalization

Projected Debt Service Coverage

Days Cash on Hand

Cushion Ratio

Provide the methodology and worksheets utilized in determining the ratios detailing the
calculation and applicable line item amounts from the financial statements. Complete a
separate table for each co-applicant and provide worksheets for each. Insert the worksheets

after this page.
2. Variance MNOT NAPLICABLE

Compare the viability ratios provided to the Part 1120 Appendix A review standards. |f any of
the standards for the applicant or for any co-applicant are not met, provide documentation that a
person or organization will assume the legal responsibility to meet the debt obligations should
the applicant default. The person or organization must demonstrate compliance with the ratios
in Appendix A when proof of a bond rating of "A” or better has not been provided.
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REVIEW CRITERIA RELATING TO FINANCIAL FEASIBILITY (FIN)
(continued)

B. Critetion 1120.210(b), Availability of Funds AOT APPLICABLE

If proof of an “"A" or better bond rating has not been provided, read the criterion and document that
sufficient resources are available to fund the project and related costs including operating start-up
costs and operating deficits. Indicate the dollar amount to be provided from the following sources:

Cash & Securnities
Provide statements as to the amount of cash/securities available for the project.
Identify any security, its value and availability of such funds. Interest to be earned or
depreciation account funds to be eamed on any asset from the date of application
submission through project completion are also considered cash.

Pledges -
For anticipated pledges, provide a letter or report as to the dollar amount feasible
showing the discounted value and any conditions or action the applicant would have
to take to accomplish goal. The time period, historical fund raising experience and
maijor contributors also must be specified.

Gifts and Bequests
Provide verification of the dollar amount and identify any conditions of the source and
timing of its use.

Debt Financing (indicate type(s) ) -
For general obligation bonds, provide amount, terms and conditions, including an
anticipated discounting or shrinkage) and proof of passage of the required referendum
or evidence of governmental authority to issue such bonds;

For revenue bonds, provide amount, terms and conditions and proof of securing the
specified amount;

For mortgages, provide a letter from the prospective lender attesting to the
expectation of making the loan in the amount and time indicated;

For leases, provide a copy of the lease including all terms and conditions of the lease
including any purchase options.

Governmental Appropriations
Provide a copy of the appropriation act or ordinance accompanied by a statement of
funding availability from an official of the governmental unit. if funds are to be made
available from subsequent fiscal years, provide a resolution or other action of the
governmental unit attesting to such future funding.

Grants
Provide a letter from the granting agency as to the availability of funds in terms of the
amount, conditions, and time or receipt.

Other Funds and Sources
Provide verification of the amount, terms and conditions, and type of any other funds
that will be used for the project.

TOTAL FUNDS AVAILABLE
C. Criterion 1120.210(c), Operating Start-up Costs

If proof of an “A” or better bond rating has not been provided, indicate if the project is classified as a
Category B project that involves establishing a new facility or a new category of service? Yes C
No 0. If yes is indicated, read the criterion and provide in the space below the amount of operating
start-up costs {the same as reported in Section | of this application) and provide a description of the
items or components that comprise the costs. Indicate the source and amount of the financial
resources available to fund the operating start-up costs (including any initial operating deficit) and
reference the documentation that verifies sufficient resources are available.

B T e e R = S

APPEND DOCUMENTATION AS ATTACHMENT 76, IN NUMERICAL ORDER AFTER THE LAST PAGE OF THE APPLICATION *
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FORM.
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u.

Economic Feasibility

This section is applicable to all projects subject to Part 1120.

SECTION XXVI. REVIEW CRITERIA RELATING TO ECONOMIC FEASIBILITY (ECON)

Criterion 1120.310(a), Reasonableness of Financing Arrangements

s the project classified as a Category B project? Yes) No (. lfnois indicated this criterion is not
applicable. [f yes is indicated, has proof of a bond ratfng of "A” or better been provided? Yesx No
(7. If yes is indicated this criterion is not applicable, go fo item B. If no is indicated, read the Criterion

and address the following:

Are all available cash and equivalents being used for project funding prior to borrowing? {1 Yes O
NS 2NoF APPLICA BLE g proj gp g

If no is checked, provide a notarized statement signed by two authorized representatives of the
applicant entity (in the case of a corporation, one must be a member of the board of directors) that

attests to the following:

1. a portion or all of the cash and equivalents must be retained in the balance sheet asset
accounts in order that the current ratio does not fall below 2.0 times; or

2. borrowing is less costly than the liquidation of existing investments and the existing
investments being retained may be converted to cash or used to retire debt within a 60-day

period.
Criterion 1120.310(b), Conditions of Debt Financing S££ ATTACHMENT 6

Read the criterion and provide a notarized statement signed by two authorized representatives of the
applicant entity {(in the case of a corporation, one must be a member of the board of directors) that
attests to the following as applicable;

1, The selected form of debt financing the project will be at the lowest net cost available or if a
more costly form of finanging is selected, that form is more advantageous due to such
terms as prepayment privileges, no required mortgage, access to additional debt, term
(years) financing costs, and other factors;

2. All or part of the project involves the leasing of equipment or facilittes and the expenses
incurred with such leasing are less costly than constructing a new facility or purchasing new

equipment.
B. Criterion 1120.310(c), Reasonableness of Project and Related Costs S€E ATTACHMENT 76
Read the criterion and provide the following:

1. Identify each department or area impacted by the proposed project and provide a cost and
square footage allocation for new construction and/or modernization using the following
format (insert after this page).

COST AND GROSS SQUARE FEET BY DEPARTMENT OR SERVICE
A B Cc D E F G H
Department Total

(fist below) Cost/Square Foot Gross 5q. Ft. Gross Sq. Ft. Const. $ Mod. & Cost

New Mod. | New Circ.” | Mod. Circ* | (AxC) {B x E) (G + H)

Contingency

TOTALS

* include the percentage (%) of space for circulation

2. For each piece of major medical equipment included in the proposed project, the applicant
must certify one of the following:
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REVIEW CRITERIA RELATING TO ECONOMIC FEASIBILITY (ECON)
(continued)

a. that the fowest net cost available has been selected; or

b. that the choice of higher cost equipment is justified due to such factors as, but not
limited to, maintenance agreements, options to purchase, or greater diagnostic or
therapeutic capabilities.

3. List the items and costs included in preplanning, site survey, site preparation, off-site work,
consulting, and other costs to be capitalized. If any project line item component includes
costs attributable to extraordinary or unusual circumstances, explain the circumstances and
provide the associated dollar amount. When fair market value has been provided for any
component of project costs, submit documentation of the value in accordance with the

requirements of Part 1190.40.
D. Criterion 1120.310(d), Projected Operating Costs

Read the criterion and provide in the space below the facility's projected direct annual operating
costs (in current dollars per equivalent patient day or unit of service, as applicable) for the first full
fiscal year of operation after project completion or for the first full fiscal year when the project
achieves or exceeds target utilization pursuant to 77 lll. Adm, Code 1100, whichever is later. If the
project involves a new category of service, also provide the annual operating costs for the service.
Direct costs are the fully allocated costs of salaries, benefits, and supplies. Indicate the year for
which the projected operating costs are provided.

E. Criterion 1120.310(e), Total Effect of the Project on Capital Costs

Is the project classified as a category B project? Yesxy No 0. If no is indicated, go to item F. If
yes is indicated, provide in the space below the faCility's total projected annual capital costs as
defined in Part 1120.130(f) (in current dollars per equivalent patient day) for the first full fiscal year of
operation after project completion or for the first full fiscal year when the project achieves or exceeds
target utilization pursuant to 77 Ill. Adm. Code 1100, whichever is later. Indicate the year for which
the projected capital costs are provided.

F. Criterion 1120.310(f), Non-patient Related Services

Is the project classified as a category B project and involve non-patient related services? Yes O
No If no is indicated, this criterion is not applicable. If yes is indicated, read the criterion and
document that the project will be self-supporting and not result in increased charges to
patients/residents or that increased charges are justified based upon such factors as, but not limited
to, a cost benefit or other analysis that demonstrates the project will improve the applicant's financial
viability.

APPEND DOCUMENTATION AS ATTACHMENT -76, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. - ‘ ‘ : ’
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SAFETY NET IMPACT STATEMENT that describes all of the following:

1. The project's matena! impact, if any, on essential safety net services in the community, to the extent that it is
feasible for an applicant to have such knowledge.

2. The project's impact on the ability of another provider or health care system to cross-subsidize safety net
services, if reasonably known to the applicant.

3. How the discontinuation of a facility or service might impact the remaining safety net providers in a given
community, if reasonably known by the applicant.

Safety Net Impact Statements shall also include all of the following:

1. For the 3 fiscal years prior to the application, a certification describing the amount of chanity care provided
by the applicant. The amount calculated by hospital applicants shall be in accordance with the reporting
requirements for charity care reporting in the lllinois Community Benefits Act. Non-hospital applicants shall
report charity care, at cost, in accordance with an appropriate methodology specified by the Board.

2. For the 3 fiscal years prior to the application, a certification of the amount of care provided to Medicaid
patients. Hospital and non-hospital applicants shall provide Medicaid information in a manner consistent with
the information reported each year to the lllinois Department of Public Health regarding “Inpatients and
Outpatients Served by Payor Source” and "Inpatient and Outpatient Net Revenue by Payor Source" as
required by the Board under Section 13 of this Act and published in the Annual Hospital Profile.

3. Any information the applicant believes is directly relevant to safety net services, including information
regarding teaching, research, and any other service

APPEND DOCUMENTATION AS ATTACHMENT- s IN NUMERIC SEQUENTIAL RDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. - : : 5 i :
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After paginating the entire, completed application, indicate in the chart below, the page numbers for the
attachments included as part of the project’s application for permit:

INDEX OF ATTACHMENTS
ATTACHMENT
NO. PAGES
1 | Applicant Identification 29
2 | Site Ownership 2
3 | Organizational Relationships (Organizational Chart) Certificate
of Good Standing Etc. 25
4 | Flood Plain Requirements 2,
5 | Historic Preservation Act Reguirements £y
6 | Description of Project 25
7 | Project and Sources of Funds Hemization 29
8 | Cost Space Requirements 73
9 | Discontinuation
10 { Background of the Applicant 1
11 | Purpose of the Project £l
12 | Aiternatives to the Project Qg
13 [ Size of the Project [ oY
14 | Project Service Utilization [fe)e]

15 | Unfinished or Shell Space

16 | Assurances for Unfinished/Shelt Space
17 | Master Design Project

. 18 | Mergers, Consoiidations and Acquisitions ¥al

Cateqories of Service:
19 | Planning Area Need [{=N|
20 | Service Demand — Establishment of Category of Service

21 | Service Demand — Expansion of Existing Category of Service
22 | Service Accessibility — Service Restrictions

23 | Unnecessary Duplication/Maldistribution

24 | Category of Service Modernization

25 | Staffing Availability

26 | Assurances

Service Specific:

27 | Comprehensive Physical Rehabilitation
28 | Neonatal Intensive Care

29 | Open Heart Surgery

30 | Cardiac Catheterization

31 | In-Center Hemodialysis

32 | Non-Hospital Based Ambulatory Surgery ind

General Long Term Care:
33 | Planning Area Need
34 | Service to Planning Area Residents
35 | Service Demand-Establishment of Category of Service
36 | Service Demand-Expansion of Existing Category of Service
37 | Service Accessibility
38 | Description of Continuum of Care
39 | Components
. 40 | Documentation
41 | Description of Defined Population to be Served

Page 63

Al




LLINO!S HEALTH FACILITIES AND SERVICES REVIEW BOARD

APPLICATION FOR PERMIT- July 2009 Edition

NO.

ATTACHMENT

INDEX OF ATTACHMENTS

PAGES

47

Documentation of Need

43

Documentation Related to Cited Problems

44

Unnecessary Duplication of Service

45

Maldistribution

46

Impact of Project on Other Area Providers

47

Deteriorated Facilities

48

Documentation

49

Utilization

50

Staffing Availability

51

Facility Size

52

Community Related Functions

53

Zoning

54

Assurances

Service Specific (continued..):

55

Specialized Long Term Care

56

Selected Organ Transplantation

57

Kidney Transplantation

58

Subacute Care Hospital Model

59

Post Surgical Recovery Care Center

60

Children’s Community-Based Health Care Center

61

Community-Based Residential Rehabilitation Center

Clinical Service Areas Other than Categories of Service:

62

Need Determination - Establishment

63

Service Demand

64

Referrals from Inpatient Base

65

Physician Referrals

66

Historical Referrals to Other Providers

87

Population Incidence

68

impact of Project on Other Area Providers

69

Utilization

70

Deteriorated Facilities

71

Necessary Expansion

72

Utilization- Major Medical Equipment

73

Utilization-Service or Facility

[09

FEC:

74

Freestanding Emergency Center Medical Services

Financtal and Economic Feasibility:

75

Financial Feasibility

Lo

76

Economic Feasibility

s

77

Safety Net Impact Statement
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File Number 5274-755-4

To all to whom these Presents Shall Come, Greeting:

1, Jesse White, Secretary of State of the State of Illinois, do
o hereby certify that

A~
THE CARLE FOUNDATION HOSPITAL, A DOMESTIC CORPORATION, INCORPORATED
UNDER THE LAWS OF THIS STATE ON MAY 28, 1982, APPEARS TO HAVE COMPLIED
WITH ALL THE PROVISIONS OF THE GENERAL NOT FOR PROFIT CORPORATION ACT

OF THIS STATE, AND AS OF THIS DATE, IS IN GOOD STANDING AS A DOMESTIC
CORPORATION IN THE STATE OF ILLINOIS.

In Testimony Whereof, 1 hereto sct
my hand and cause to be affixed the Great Seal of
the State of Illinois, this 17TH

day of AUGUST A.D. 2009

NG, DgTn 10 - ’
(] S Wl 28
Authentication #: 0922902042

Authenticate at: hitp:/fwww.cyberdriveillinois.com

SECAETARY OF STATE
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File Number 2932-580-4

To all to whom these Presents Shall Come, Greeting:

‘ 1, Jesse White, Secretary of State of the State of Illinois, do
@ .
| hereby certify that

THE CARLE FOUNDATION, A DOMESTIC CORPORATION, INCORPORATED UNDER THE
LAWS OF THIS STATE ON NOVEMBER 06, 1946, APPEARS TO HAVE COMPLIED WITH
ALL THE PROVISIONS OF THE GENERAL NOT FOR PROFIT CORPORATION ACT OF

THIS STATE, AND AS OF THIS DATE, IS IN GOOD STANDING AS A DOMESTIC
CORPORATION IN THE STATE OF ILLINOIS.

In Testimony Whereof, I hereto set
my hand and cause to be affixed the Great Seal of
the State of Illinois, this 17TH

day of AUGUST AD. 2009

Qoo ce W 2z

SECRETARY OF STATE
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‘ Flood Plain Requirements

This application for permit does not involve new construction therefore, the Flood Plain
' requirement is not applicable.
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Historic Resources Preservation Act Requirements

This project involves the acquisition of a medical practice to be operated in existing
spaces. There is no construction of new buildings, modernization of existing buildings,
or demolition of any structures involved in this project. Therefore this section is not
applicable.
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Project Outline

. The proposed project does not include the establishment, expansion, modemization or discontinuation
of any health care facility or category of service as those terms are defined under applicable HFSRB
law and rules. Nor does the proposed transaction involve the change of ownership of a health care
facility. Rather, the project involves a capital expenditure for clinical service areas other than a
category of service in excess of the current capital expenditure minimum ($11.5 million). The
services affected and their associated units of service and volumes are included in the chart below.

The chart provides a summary of units of service provided by CCA and CFH during the last calendar
year, separated by categories of service.

Summary of Service Volumes - CY 2008

Service Units / # of Pieces of #of Rooms Historical
Equipment Equipment Utilization
Type
Clinical Professional Services | Work RVU’s NA NA 2,159,650
Total RVU’s NA NA 5,284,822
MRI Machine 6 6 13,610 exams
Lab Tests Number of Tests NA NA 1,377,658 tests
General X-Ray and Machines 36 21 130,852 exarns
Radiology
Breast Imaging Machines 6 6 38,919 exams
Ultrasound & OB Sono Machines 18 14 37,531 exams
Angiography Room® Machines 10 10 6,729 exams
CT & PET/CT Machines 6 6 38,658 cxams
Nuclear Medicine Machines 4 4 6,142 exams
Cardiac Diagnostic Visits 38 NA 60,421 exams
Carle SurgiCenter Operating Rooms NA 5 5,718 cases’
DEXA Machines 3 3 5,476 exams

! Data provided consists of 5 rooms and 1 mobile unit,
2his data row represents diagnostic and interventional radiclogy and/or imaging and therapeutic radiology.
3The data here will be repeated for cardiac diagnostic because the same rooms and equipment are used for different procedures types.
* The data provided for Carle SurgiCarc represents the period of July |, 2008 to june 30, 2009, not calendar year 2008.
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Letter of Intent Regarding Potential Integration between
Carle Clinic¢ Association and The Carle Foundation

This Letter of Intent (“Letter of Intent”) sets forth the mutual intentions of Carle Clinic
Association, P.C. (“the Clinic) and The Carle Foundation, Inc. (the “Foundation” or the
“Hospital Parent™) to integrate the Carle Foundation Hospital (the “Hospital”) and Clinic
operations. The Foundation and the Clinic believe that the integration of the Hospital and the
Clinic has the opportunity to better align the strategic, financial, and operational objectives of both
the Hospital and the Clinic, would further our respective purposes and missions, strengthen our
abilities to serve our community, and increase the availability and effectiveness of services
provided throughout the region.

Accordingly, this Letter of Intent sets forth our non-binding intentions and understandings
as well as specifies certain binding expectations and obligations of the Foundation and the Clinic
related to our discussions. When accepted by both organizations, it will evidence our mutual
intent with respect to the basic terms and conditions under which further discussion and planning
as well as regarding the completion of definitive agreements for the proposed integration.

1. Purpose of the Transaction. The Hospital and the Clinic will combine their health
care operations into a single health care system (the “Transaction”) which will allow for the
provision of a continuum of high quality health care and service excellence for the community,
enhancement of the ability to attract and retain quality physicians and health care professionals, and
cost savings and operational efficiencies for the entire new system.

2. Structure of the Transaction. The Hospital shall buy all Clinic “physician
practice” assets. Simultaneously, the Foundation, shall create a subsidiary entity and there shall
be a merger between the Clinic entity and said subsidiary entity. Accordingly, those assets and
liabilities remaining with the Clinic at the time of such corporate integration shall be assumed by
the Foundation. These assets shall include the Clinic’s ownership interest in its managed care
organization, Health Alliance Medical Plans, Inc.

3. Purchase Price. The Hospital and the Hospital Parent shall pay for the assets or
interests of the Clinic at a fair market value purchase price which shall be $250 million
(“Purchase Price”). The fair market value of such Purchase Price will be supported by an
independent third-party appraiser experienced in the valuation of health care entities. The
Purchase Price will include the purchase of three parcels of land with an aggregate value of
approximately $4.4 million dollars.

4. Employment. With regard to the employment of the Clinic personnel, it is
anticipated that the Hospital will make offers of employment to physician and non-physician
employees of the Clinic in good standing based on fair market value compensation and benefits
which are to be determined.
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5. Conditions. The closing of the Transaction is subject to and contingent upon:

(a) Approval of the Transaction by the Board of Directors and owners of the
Clinic;

(b) Approval of Transaction by the Hospital Parent’s Board of Trustees and
any other requisite approval of the Hospital Parent’s members;

(c) All necessary licenses and permits necessary to complete the Transaction
(including a Certificate of Need permit from the Illinois Health Facilities and Services Review
Board for the capital expenditure for payment of the Purchase Price by the Hospital) shall have
been obtained and the Transaction shall have been approved by all state agencies with
jurisdiction over the licenses and permits for the parties including, but not limited to, the Illinois
Health Facilities Services and Review Board and the Hlinois Department of Insurance; and

(d) The execution by the Clinic, the Foundation and the Hospital of definitive
agreements, containing the provisions outlined above and certain representations, warranties,
and other terms and conditions mutually acceptable to the parties (the “Definitive Agreements®™).
The Definitive Agreements shall contain the following terms and conditions, among others:

(1) The Transaction shall be structured as a purchase of the physician
practice assets of the Clinic;

(ii)  Any remaining assets and liabilities, including those relating to
Health Alliance Medical Plans, Inc. will be assumed by a subsidiary of the Hospital
Parent through a merger of Clinic and a subsidiary of the Hospital;

(ili)  Substantially all of the Clinic furniture, fixtures and equipment
shall be transferred in connection with the Transaction subject to the exclusion of specific
assets to be identified and mutually agreed to at a later date; and

(iv)  The Clinic owners shall be subject to an agreement not to compete
with the Hospital in any of its service lines the terms of which are to be mutually agreed
to.

6. Tax-Exempt Status of Hospital. The Hospital intends that the proposed
Transaction will promote its charitable philosophies, mission and purposes, and the Hospital
intends that the Transaction will expand the availability of health care services in east central
Hlinois. The Transaction will be structured in furtherance of its charitable philosophies, missions

and purposes.

7. Binding Agreements. In recognition of the significant time and effort necessary
to pursue this integration and in recognition of the need for mutual commitments by each of the
Foundation and the Clinic relating to undertaking and conducting the integration discussions, the
following provisions of this Section 7 constitute the legally binding and enforceable agreements
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of the Foundation and the Clinic. The parties agree that the binding terms of this Letter of Intent
shall be applicable to and binding upon their respective subsidiary organizations.

(a) Intent. Both the Foundation and the Clinic agree that no purpose of this
Letter of Intent is to induce or reward referrals or generate business, but is to engage in a fair
market value, commercially reasonable, and legitimate integration.

(b) Diligent Efforts and Good Faith Discussions. Both parties agree to
discuss in good faith and to use diligent efforts to arrive at mutually acceptable terms for an
integration and to negotiate in good faith and with all diligent efforts the terms and conditions of
the Definitive Agreements. Except for the binding obligations described in this Letter of Intent,
there will be no final, binding agreement regarding the proposed integration until the Definitive
Agreements are executed.

(c) Access. Subject to the confidentiality provisions set forth below and
applicable law, each party shall provide to the other party, to its legal counsel and to other
authorized representatives, reasonable access to appropriate personnel, properties, books,
records, financial statements, and such other information reasonably related to the proposed
integration. Such access shall be granted for the purpose of facilitating the assessment and
development of the proposed integration and related business plans. It may be shared internally
and with consultants and advisors on a reasonable “need to know” basis, and shall in any case be
used only for the consideration and evaluation of the proposed integration.

(d) Confidentiality. This Letter of Intent, the terms and provisions of the
proposed integration, and all information associated with or relating to the integration are and
shall remain strictly confidential in accord with a Confidentiality Agreement executed by the
partics. Each party agrees to treat all information concerning the other party furnished pursuant
to this Letter of Intent (the “Information™) in accordance with the provisions of this paragraph
and to comply with the requirements set forth in this Letter of Intent. The Information will be
used solely for the purpose of evaluating the contemplated integration and will be kept
confidential by the recipient party and its representatives, provided that:

1. Neither party shall disclose or divulge any Information without the express
prior written consent of the disclosing party, except that each party may disclose such
Information to its employees, officers, directors, shareholders, members, accountants,
attormeys or other representatives who reasonably need access to such information for the
purpose of evaluating the proposed arrangement. Each party shall ensure that anyone
who obtains such Information is made aware of this confidentiality provision and agrees
not to disclose any Information without express written consent from the party to whom
the Information belongs;

i. The Information may be disclosed if disclosure is required by law or court
order; and
iil. Upon termination of this Letter of Intent, each party agrees to promptly

return all Information provided to it by or on behalf of the other parties; and

9976596 Attachment-7

4




v. Either party may request that any Information be governed by a specific
confidentiality agreement appropriate to particular circumstances. In the event of a
conflict between this Letter of Intent and the Confidentiality Agreement entered into, the
Confidentiality Agreement shall control.

(c) Continued Operations and Exclusivity. From the date of acceptance of
this Letter of Intent until its termination, the Foundation will not, directly or indirectly, through
any officer, director, agent, or otherwise, solicit or initiate, discuss or negotiate, or encourage
submission of proposals or offers relating to, any integrations with other physician organizations
involving terms or possible transactions similar to those contemplated in this Letter of Intent.
From the date of acceptance of this Letter of Intent until its termination, the Clinic will not,
directly or indirectly, through any officer, director, agent, or otherwise, solicit or initiate, discuss
or negotiate, or encourage submission of proposals or offers relating to, any integrations with
other hospitals, health care systems, health services providers, physician organizations, or other
organizations, involving terms or possible transactions similar to those contemplated in this
Letter of Intent. The Clinic shall continue to conduct its businesses in the ordinary course and
shall refrain from engaging in any extraordinary Transaction involving its operations during the
course of these discussions.

(f) Public Disclosure. Consistent with our commitment to appropriate
confidentiality noted above, neither the Foundation nor the Clinic shall make, or cause to be
made, any public statement, nor shall either party release any information regarding the
proposed arrangement, except as required by law or as may specifically be agreed to by the
parties in writing (e.g., joint press rcleases).

(g) Expenses. The parties shall each be solely responsible for and bear all of
their respective costs and expenses related to the proposed arrangement and development of the
Definitive Agreements including, without limitation, expenses of legal counsel, accountants,
and other advisors.

(h} No Claims. Except for Section 7 of this Letter of Intent which contains
certain binding agreements, this Letter of Intent reflects only our mutual intent to pursue
integration and is not a binding agreement. No person shall bring any claim against any person
based on this Letter of Intent as the result of a failure to agree on, or enter into, the Definitive
Agreements contemplated herein or otherwise, except to the extent such obligations arise out of
the sections identified herein as binding agreements among the parties.

(i) Termination. This Letter of Intent shall terminate upon the earlier of: (a)
the date of execution of a Definitive Agreement relating to a comprehensive integration (e.g.,
not a Definitive Agreement relating to an interim step in the process); or (b) January 15, 2010,
unless mutually extended or terminated by the parties in writing. Upon termination, this Letter
of Intent will have no force or effect and neither party will have any further obligations
hereunder, except with respect to the Confidentiality, Continued Operations and Exclusivity,
Public Disclosure, No Claims, and Expenses portions of the Letter of Intent, as addressed in this

Section?.
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8. Legal Effect of Letter of Intent. Except for the provisions contained in Section
7 which are to be considered legally binding agreements which shall survive expiration or
iermination of this Letter of Intent, this Letter of Intent sets forth only a non-binding summary of
the understanding between the Foundation and the Clinic with respect to the transaction. This
Letter of Intent does not constitute, and shall not be construed as, a legally binding agreement to
agree with respect 1o any aspect of the integration transaction or to enter into the transaction.

Effective as of the date above, we are signing a copy of this Letter of Intent in the space provided
below to confirm our mutual understanding and agreement. We look forward to our continued
discussions and to the success of our mutual efforts for the benefit of the communities we serve.

CARLE CLINIC ASSOCIATION, P.C. THE CARLE FOUNDATION, INC.

By: </%74,\ [M“-\. /t@l/ By: O"V ( u Lo
-~

Title:_ (B¢ Title: C &2
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Chicaga, lllinsis
60606

Tel: (312) 679-2000
WWW,eY.COm

.””N”m"”H“””““”|||||||lllnmm..,..-' £l ERNST & YOUNG S Sou s Dive

9 October 2009

Dr. James C. Leonard

President and Chief Executive Officer
Carle Foundation Hospital

611 West Park Street

Urbana, IL 61801

Dear Dr. Leonard:

It is my understanding that the Foundation Board of Trustees (the “Board") for Carle
Foundation Hospital held a meeting on Tuesday October 6, 2008 to approve an offer to
purchase 100% of the shareholder’s equity of Carle Clinic Association ("CCA”) and its wholly
owned subsidiary, Health Alliance Medical Plan (“HAMP”) for $250,000,000. This price falls
within the overall recommended range of fair market value for the shareholder’s equity

. documented in our independent valuation analysis and narrative report prepared for both CCA
and HAMP.

| appreciate the opportunity to assist Carle Foundation Hospital and its Board with the valuation
analysis of CCA and HAMP. Please feel free to contact me with any comments or questions
that may arise regarding either valuation analysis.

Sincerely,
%atthew N?gfltellaro ’
Partner
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Itemization of Other Costs to be Capitalized

The $245,377,783" fair market value purchase price being paid for Carle Clinic
Association (“Clinic”") by Carle Foundation Hospital was determined in consideration of
both the Clinic assets being acquired as well as the Clinic liabilities being assumed by
Carle Foundation Hospital. Therefore, the Other Costs to be Capitalized figure contained
in the Project Costs and Sources of Funds table reflects the following assets and
liabilities:

$45,528,000 Cash

$112,728,000 Net Working Capital
$94,771,000 Fixed Assets

$24,000,000 Joint Venture Minority Interests
$121,872,000 Intangible Assets and Goodwill
($59,188,000) Interest-bearing Debt
($50,400,000) Pension Liability
($11,500,000) Retiree Medical Liability
($27.811.000) Other Operating Liabilities’
$250,000,000 TOTAL including land
-$4,622217 Land Value

$245,377,783 TOTAL excluding land

! The Carle Foundation is also acquiring land with a value of $4,622,217 for a total
?urchase price of $250,000,000.

Other operating liabilities reflect certain liabilities to be assumed by Carle Foundation
Hospital related to employee time off, professional tail liability coverage, ancillary
contract adjustments and adjustments for potential future taxes payable by Carle
Foundation Hospital.
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Cost Space Requirements

This project involves the acquisition of a medical practice to be operated in existing
spaces that will not be modified. There is no construction, modernization or demolition
of space involved in this project, therefore this section is not applicable.
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Carle Foundation Hospital
611 West Park Street, Urbana, IL 61801-2595 Phone: (217) 383-3311

Qctober, 2009

Ms. Courtney Avery

Acting Chairperson

Illinois Health Facilities and Services Review Board
525 West Jefferson Street

Springfield, [llinois 62761

RE: Attachment 10 - Background of Applicant (The Carle Foundation)

Dear Ms. Avery:
The following information addresses the four points of the subject criterion 1110.230:
1. The health care facilities owned or operated by the applicant include:

Carle Foundation Hospital
License Identification Number: 003798
Accreditation Identification Number: 7439

Champaign SurgiCenter, LLC
License Identification Number: 7002959

Carle Foundation Hospital Postsurgical Recovery Care Center
— Champaign
License Identification Number: 4000015

Carle Foundation Hospital Ambulatory Surgical Treatment

Center — Danville
License Identification Number: 7002439

Carle Foundation Hospital Postsurgical Recovery Care Center
— Danville

License Identification Number: 4000019

2. Proof of current licensure and accreditation is attached.

Attachment-10




3. There have been no adverse actions taken against the health care facilities
owned or operated by the applicant during the three years prior to the filing of this

application.

4. This letter serves as authorization permitting the State Board and Agency
access to information in order to verify any documentation or information
submitted in response to the requirements of this subsection or to obtain any
documentation or information which the State Board or Agency finds pertinent to

this subsection.
Sincerely,

Jey-

s C. Leonard, M.D.
President and CEO

Attachments

Notarization:

Subscribed and sworn to before

me this ﬁhm__ day of (QC(’ sher

Signature of Notary

“OFFICIAL SEAL"
ANN E. BEYERS
Notary Public, State of lilinols

My commission axplres 04/16/11
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'ﬁ The Joint Commission

July 31, 2008

James C. Leonard, MD Joint Commission I #: 7439

President and CEO Accreditation Activity: Measure of Success
Carle Foundation Hospital Accreditation Activity Completed: 7/31/2008

61] West Park Sireet
Urbana, [L 61801

Dear Dr. Leonard:

The Joint Commission would like to thank your organization for participating in the accreditation process. This
process is designed to help your organization continuously provide safe, high-quality care, treatment, and services
by identifying opportunitics for improvement in your processes and helping you follow through on and
implement these improvements. We encourage you to use the accreditaton process as a continuous standards
compliance and operational imprevement tool.

The Joint Commission is granting your organization an accreditation decision of Accredited for all services
surveyed under the applicable manual(s) noted below:

This accreditation cycle is effective beginning November 17, 2007, The Joint Commission reserves the right to
shorten or lengthen the duration of the cycle, however, the certificate and cycle are customarily valid for up to 39
months.

Please visit Quality Check® on the Joint Commission web site for updated imformation related to your
accreditation decision.

We encourage you 1o share this accreditation decision with your organization’s appropriate staff, leadership, and
goveming body. You may also want to inform the Centers for Medicare and Medicaid Services (CMS), state or
regional regulatory services, and the public you serve of your organization's accreditation decision.

Please be assured that the Joint Commission will keop the report confidential, cxcept as required by law. To
ensure that the Joint Commission's information about your organization is always accurate and current, our
policy requires that you inform us of any changes in the name or ownership of your organization or the health
care services you provide,

Sincerely,

Lt Sl

Linda S. Murphy-Knoll
Interim Executive Vice President
Division of Accreditation and Certification Operations
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lmﬂois Department of

o PUBL'C .
Pat Quinn. Governor
Damon T. Arnold, M.D.. M.E.H., Direclor

§25.535 Waest Jelferson Strieet » Springlield. 1linols 62761-0001 + www.idph.stete il.us

1 LICENSE, PERMIT CERTIFICATION, REGISTRATION |

The firm or corporation whose name appears on this certificate has complies
with the provisions of the Illinois Statutes and/or rules and regulations and is
hereby authorized to engage in the activity as indicated below.

Alternative Health Care Delivery Act and the Postsurgical fzecovery Care Center
Demonstration Program Code (771ll. Adm. Code 210)

Licensed number of Beds Expiration Date License Identification
6 8/01/2010 4000015

Carle Recovery Center-Champaign
1702 South Mattis
Champaign, IL 61821

Issued under the authority of The State of lllinois Department of Public Health

Impraving pukiic beailh, oxe communily sl a lime
printed on recydiad boper
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s

mfnols Department of

Hm H o
l Damon T. Arnold, M.D., M.P.H., Director

£25-535 West Jaflarson Strest - Springfiald, Ulinois 62761-0001 + www. idph.stale.il.us

September 23, 2009 -

Ms. Julie Hudson, Director
Carle Recovery Center- Champaign
1702 S. Mattis

.. Champaign, 1. 61821

Dear Ms. Hudson:

The Division of Health Care Facilities and Programs found on September 3,
2009, that the Post Surgical Recovery Care facility at carle Recovery Center was
in substantial compliance with the Alternative Health Care Delivery Act and the
Postsurgical Recovery Care Center Demonstration Program Code (771ll. Adm,
Code 210). The Plan of Correction submitted was acceptable. The license
applies to 6 beds.

. This license is not transferable and expires August 1, 2010.

Sincerely,

KMA%*—%W

Karen Senger, RN, B.S.N.
Supervisor, Central Office Operations Section
Division of Health Care Facilities and Programs

Improving pubfic besith, oRe communily &t a tine

prinlad on recycied peper
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{liinols Department of

TH Pat Quinn, Gavernor
Damon T. Arnold, M.D., M.P.H., Director

525-53% West Jefferson Strast + Springfield, Nlinois 62761-0001 - www.idph._state.il.ue

[ LICENSE, PERMIT CERTIFICATION, REGISTRATION i

The firm or corporation whose name appears on this certificate has complies
with the provisions of the Illinois Statutes and/or rules and regulations and is
hereby authorized to engage in the activity as indicated below.

Alternative Health Care Delivery Act and the Postsurgical Recovery Care Center
Demonstration Program Code (771ll. Adm. Code 210)

Licensed number of Beds Expiration Date License Identification
2 8/01/2010 4000019

Carle Recovery Center Danville
2300 N Vermillion
Danville, Illinois 61832

Issued under the authority of The State of [llinois Department of Public Health

{mproving pebiic beaith, one commaaily at a lime

printed on recycied papor
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Purpose of Project

Planned benefits of the Carle Foundation Hospital (the “Hospital”)/Carle Clinic Association (the “Clinic”)
integration are as follows:

« Efficiently facilitate effective care coordination to deliver high-quality, high-value care;

« Ensure the right care is delivered at the right time in the right place and eliminate access barriers to
appropriate care;

» Enable the implementation of disease state management programs to provide a systematic
population-based approach to medical care designed to standardize and improve provider adherence to
treatment guidelines. Integration gives the flexibility and efficiency of utilizing staff for inpatient and
outpatient services when appropriate and focus on a defined patient population rather than a point of
care;

« Help ensure the availability of safety net services as discussed in the safety net impact statement
including improving access to ambulatory care services;

« Expand the Hospital’s charity care policy to the broad array of ambulatory care services that will be
integrated into the Hospital system;

» Maximize integration of the electronic medical record and better position the new organization to
participate in a Regional Health Information Exchange;

» Create clear accountability for the total care of patients through unified management and clear chains
of command;

« Support a teamwork approach across care settings and align physician and Hospital quality and care
goals and initiatives including allowing the system to participate in the various government-sponsored
demonstration projects relating to the vertical integration of care delivery;

» Maximize provider commitment to risk and quality management processes and enable coordination
of effort for patient safety and quality improvement initiatives;

« Establish and implement unified research priorities, commitments, and incentives to encourage
innovation in care delivery and deliver clinical and educational advances;

and

» Facilitate the Hospital’s regional outreach efforts to smaller, rural hospitals in outlying areas.

Hospital service area counties: In Illinois: Champaign, Christian, Clark, Clay, Coles, Crawford,
Cumberland, Dewitt, Douglas, Edgar, Effingham, Fayette, Ford, Grundy, Iroquois, Jasper, Kankakee,
LaSalle, Lawrence, Livingston, Logan, Macon, McLean, Montgomery, Moultrie, Piatt, Richland,
Sangamon, Shelby, Tazewell, Vermilion, Will, Woodford. In Indiana: Benton, Fountain, Montgomery,
Parke, Putnam, Vermillion, Warren. The area served by the Hospital, based on the U.S. Census Bureau data
had an estimated population of 2,503,218 in 2008.

Problems with the status quo are detailed below and in the narrative response for Section 1110.230,
Alternatives to the Proposed Project (Attachment 12).

The attached reports support the Hospital’s integration strategy: Douglas McCarthy, et al, Mayo Clinic:
Multidisciplinary Teamwork, Physician Led Governance, and Patient Centered Culture Drive World Class
Health Care August 2009 and the Geisinger Health System: Achieving the Potential of System Integration
Through Innovation, Leadership, Measurement, and Incentives.
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Following is additional detail regarding the project’s purpose. The specific quality objectives and timelines
for achieving these objectives is also described below.

1. The proposed project’s purpose is the integration of the Hospital with the Clinic to advance the joint goal of

creating an ideal health care delivery system to serve patients in the hospital's existing service area as well
as patients in other areas. The proposed project will unite the complementary strengths of the two
organizations and enable them to provide the best care to every patient through integrated clinical practice,
education, and research. The goal will be to achieve the same success as the Mayo Clinic model—a model
that (1) encourages health care providers to coordinate patient care among multiple sites and across various
health care settings through active management and (2) challenges providers to strive towards information
continuity by creating consistent, electronic medical record systems which are available to multiple
providers within the system (see attached case study). Dr. Terrance Bowman, M.D., the Mayo Clinic’s
medical director, maintains in that case study that “sustaining change in clinical practice requires aligning
management structure and care processes both horizontally and vertically across the organization.” The
Hospital agrees with this philosophy and desires to pursue similar integration.

The full integration of health care services and the use of shared electronic medical record across inpatient
and outpatient settings has been shown to promote the efficient use of health care resources and clinical
excellence. The Hospital’s goal with this proposed project is to replicate the Mayo Clinic’s example in
central [llinois to provide better health care at a lower cost. In 2007, health care spending in the United
States accounted for 16.2 percent of the nation’s Gross Domestic Product, and according to the Kaiser
Family Foundation, one of the major factors that is driving the cost of health care today is “administrative
costs.” In this report, the Kaiser Foundation estimates that at least 7 percent of health care expenditures are
for “administrative costs” (and may be as high as 30 percent) and the percentage is quite high when
compared with Medicare’s administrative cost of less than 2 percent Z The report continues and notes that
“controlling health care costs” is a “key tenet for broader economic stablllty and growth, and President
Obama has made cost control a focus of health reform efforts under way.”” Moreover, the report hlghhghts
the major proposals that exist to contain costs, which include “greater use of technology . . . (and] i 1mpr0v1n§
quality and efficiency [by] . . . decreasing unwarranted variation in medical practice and unnecessary care.”

The proposed integration will create a seamless health care delivery system. It anticipates the integration of
the Clinic’s 342 physicians into the Hospital system, as well as integrating the Clinic’s other health care
providers, and will widen access to physician services for the community. Consequently, it will improve the
health of the people served by providing world-class care that is patient-focused, physician-led, and
accessible. Access to ambulatory care services will be improved because practitioners will be able to spend
less time on administrative work and care coordination and more time on patient care—a positive step
because one factor shown to create higher administrative costs in health care is time spent by physicians on
non-patient care tasks.” As a result, an integrated system will allow the Hospital to become a model of
patient-focused care that attracts the best people in medical care.

2. The status quo creates numerous barriets to achieving the goals of an integrated system, including:

1] S. Health Care Costs, BACKGROUND BRIEF (The Henry J. Kaiser Family Found., Washington, DC, July 2009) available at

http://www kaiseredu.org/topics_im.asp?imID=1&parentID=61&id=358.
2 Jd.; see also Steffie Woolhandler, et al., Costs of Health Care Administration in the United States and Canada, N. ENGL. J. MED. 349,
at 768 (Aug. 21, 2003) (reporting that hea]th care administrative expenses are as high as 31 percent of health care expenditures in the

Uu.s).
31.8. Health Care Costs, BACKGROUND BRIEF (The Henry J. Kaiser Family Found., Washington, DC, July 2009).

o Stefﬁe Woolhandler, et al., Costs of Health Care Administration in the United States and Canada, N. ENGL. J. MED. 349, at 769
(Aug. 21, 2003).
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The current care delivery system does not provide for fully aligned collaboration. The current
system is structured to optimize outcomes for the episode of care rather than the global level for
the continuum of care. Providers (including nurses and other members of care teams) across care
settings are not responsible to, nor overseen by, the same management team. In separate care
systems it is more difficult to effectively and reliably collaborate to deliver high-quality, high-
value care. Also, physician and hospital quality and care goals and initiatives are developed
independently and commitment to risk and quality management processes is not maximized;

The electronic medical record is an enabling technology for providers to pursue quality
improvement in potentially powerful ways. Separate information technology systems, however,
exist. Within the current electronic medical records systems, patients' clinically relevant
information is not always efficiently available to all providers at the point of care. Delays exist
because providers must create interfaces between electronic medical record systems to be able to
share patient information. These distinct systems also increase costs. Moreover, government
regulations restrict sharing electronic medical record data in a timely and efficient manner. For
example, the Health Insurance Portability and Accountability Act can restrict the sharing of
protected medical information between providers and limits full combination of data between:

organizations;

In a fragmented care system where there are multiple points of entry, it is more difficult for
patients to access the appropriate level of care and pertinent medical information at all hours of
the day, thus challenging providers to be fully responsive to the patients' needs. An integrated
system provides transparency between the episodes of care so that providers within the system
can make the best care decisions irrespective of the point of entry or time of day;

The Hospital is charged with developing and adhering to multiple, discrepant quality standards
and, in the status quo, these standards are often difficult to mesh with individual physicians’
medical practice. For example, physician practices are not under the jurisdiction of the Joint
Commission and the accreditation process does not currently apply to the Clinic; however, the
quality standards of the Joint Commission will apply after integration;

Disparate medical research platforms and goals remain. Incongruent research priorities,
commitments, and incentives deter innovation in care delivery and result in suboptimal clinical
and educational advances.

The proposed model will improve service delivery because each patient will obtain physician-led care that
will be supported by a vast network of coordinating providers (each who share a consistent commitment to
delivering quality care). This allows all providers to have a comprehensive view of each individual patient’s
health care needs. The Hospital believes that a combined effort can reduce many adverse health events such
as medication errors and mortality rates. Furthermore, standardized technology and methodologies,
supported by universal care management software, will improve efficiency and consistency among various

provider groups.

The Hospital seeks to accomplish, as a result of this proposed integration, a number of goals that will greatly
improve health care delivery including:

Information continuity;

Care coordination through patient transitions;
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System accountability;

) Peer review and teamwork for high-value and quality care;
e  Easy access to the appropriate level and type of care; and

¢  Disease management across episodes of care.

3. The following data, analysis and reports are attached:

¢ Douglas McCarthy, et al, Mayo Clinic: Multidisciplinary Teamwork, Physician-Led
Governance, and Patient-Centered Culture Drive World-Class Health Care, CASE STUDY (The
Commonwealth Fund, New York, N.Y.), Aug. 2009 (providing a case study of the world’s oldest
and largest integrated multi-specialty group medical practice).

e Douglas McCarthy, et al., Geisinger Health System: Achieving the Potential of System
Integration Through Innovation, Leadership. Measurement, and Incentives, CASE STUDY (The
Commonwealth Fund, New York, N.Y.), July 2009 (analyzing a Pennsylvania hospital system
which is nationally recognized for providing high quality patient services as well as obtaining
access to the latest innovations in care).

4. Reforming our nation’s health care system is a daunting task. President Obama, Congress, health care

providers, and special interest groups agree that reform is necessary but continue to debate because there is
no agreement on what is the best way to deliver health care to every American. This proposed integration is
a key step for the region because local reform will allow central Illinois to move towards an ideal model for

healthcare delivery.

Other states have seen success with an integrated care delivery system. In 2006, Carilion Clinic in Virginia
integrated its inpatient and outpatient businesses into a single, clinic-model organization. The physician-
oriented, patient-centered clinic model has similar characteristics to what is in place at Mayo Clinic,
Cleveland Clinic and Geisinger Health System. By integrating patient care with world-class physicians, and
with a commitment to medical education and research, these world-renowned clinics have significantly
improved the delivery, quality, and cost of healthcare in their communities. Central Illinois now has a
similar opportunity to improve health care delivery by creating an integrated health system—one that takes
the best practices of two excellent health care providers and elevates their overall performance.

. Achievement of many of these goals will be ongoing in nature. Some of the goals, such as the expansion of
the Hospital’s charity care policy will be implemented immediately. Following are several specific goals
with corresponding target completion dates associated with the purpose of the project:

+ Immediate expansion of the charity care policy to all patients of the integrated Carle system.

« Ambulatory clinics will achieve Joint Commission accreditation within 6-12 months.

¢ Completion of a community needs analysis with revision of organizational strategic plan within
6 months.

¢ Integrated electronic medical record within 18-24 months.
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Continue to implement medication reconciliation procedures which will notify providers of drug-
drug interactions and drug-allergy warnings and, ultimately, reduce medication errors. ~ This
will align with the timeline for the integrated electronic medical record of 18 — 24 months.

Enhance consistent efficient management of acute and chronic diseases through the ambulatory
and inpatient settings by hardwiring evidenced-based best practice advisories into the electronic
medical record within 24 — 36 months.

Extension of Carle electronic medical record to regional providers in order to develop
community medical record within 24-36 months.

Alignment of individual and group incentives essential to achieve strategic goals by January
2011.

Submit surgical residency application with target of first group of surgical residents on site at
Carle by July 2010. The goal is to have general surgeons available to the surrounding rural
communities by Summer 2015.

Enhance access for patients in central and southern Illinois to clinical and translational research
trials in the areas of breast cancer, neurosciences, cardiovascular disease, and gastrointestinal
disease during 2010.

Further develop telemedicine programs to support outlying hospitals within 24-36 months.
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THE
ShONWEALTH
FUND

The mission of The Commonwealth
Fund is to promote 2 high performance
health care system. The Fund carries
out this mandate by supporting
independent research on health care
issues and making granis to improve
health care practice and policy. Support
for this research was provided by

The Commonwealth Fund. The views
presented here are those of the authors
and not necessarily those of The
Commonwealth Fund or its directors,
officers, or staff,

For more information about this study,
please contact:

Douglas McCarthy, M.BA.
Iszues Research, Inc.
dmecarthy@:ssuesresearch.com

Ta [sam more about new publications
when they become available, visit the
Fund's Web sile and register 1o receive
Fund email alerts.

Commonweatth Fund pub. 1306
Val. 27
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Mayo Clinic: Multidisciplinary
Teamwork, Physician-Led Governance,
and Patient-Centered Culture Drive
World-Class Health Care

DouGLAS MCCARTHY, KIMBERLY MUELLER, AND JENNIFER WRENN
IssUES RESEARCH, INC.

ABSTRACT: The Mayo Clinic is thc world’s oldest and largest integrated multispe-
cialty group medical practice, combining clinical practice, education, and research at
the rcgional, national, and international levels for the benefit of individuals with routine
as well as complex health care needs. Mayo’s model of integrated carc is one of multi-
disciplinary practice with salary-bascd compensation that fosters tcam-oriented patient
care and peer accountability, a supportive infrastructure allowing physicians and other
carcgivers to excel at clinical work, and a physician-led governance structure promoting a
patient-centered culturc. Full integration of the hospital and clinic and the use of a shared
elcctronic medical record across inpatient and oultpatient settings also have been critical to
realizing efficiencies and promoting clinical excellence. Mayo fosters a learning environ-
ment in which teams of medical professionals use information technology and systems
engineering to leam from each other and improve care in tandem with clinical practice.

S 6 e e %

OVERVIEW
In August 2008, the Commonwealth Fund Commission on a High Performance
Health System released a report, Qrganizing the Health Care Delive
System for High Performance, that cxamined problems engendcred by fragmenta-
tion in the health care system and offered policy recommendations to stimulate
preater organization for high performance.! In formulating its recommendations,
the Commission identified six attributes of an ideal health care delivery system
{Exhibit 1).

Mayo Clinic is one of 15 case-study sites that the Commission exam-
ined to illustrate these six attributes in diverse organizational settings. Exhibit
2 summarizes findings for Mayo Clinic and for one exemplary organization
within Mayo Health System, the regional system affiliated with Mayo Clinic.
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THE COMMONWEALTH FUND

2
- Exhibit 1. Six Attributes of an Ideal Health Care Delivery System )

+ Information Continuity Patients’ clinically relevant information is available to alt providers at the point of
care and to patients through electronic health record systems.

» Care Coordination and Transitions Patient care is coordinated among multiple providers, and transitions
across care settings are actively managed.

« System Accountabliity There is clear accountability for the total care of patients. (We have grouped this
attribute with care coordination, since one supports the other.)

«  Peer Review and Teamwork for High-Value Care Providers (including nurses and other members of care
teams) both within and across settings have accountability to each other, review each other's work, and
collahorate to reliably deliver high-quality, high-value care.

+ Continuous Innovation The system is continuously innovating and learning in order to improve the quality,
value, and patient experiences of health care delivery.

« EasyAccess to Appropriate Care Patients have easy access to appropriate care and information at all
hours, there are multiple points of entry to the system, and providers are culturally competent and responsive
to patients’ needs.

\, ,

Information was gathered from interviews with health
system leaders and from a review of supporting docu-
ments.? The case-study sites exhibited the six attributes
in different ways and to varying degrees. All offered
ideas and lessons that may be helpful to other organiza-
tions seeking to improve their capabilities for achiev-
ing higher levels of performance.’

ORGANIZATIONAL BACKGROUND
The Mayo Clinic is the world’s first and largest inte-
grated multispecialty group medical practice. From its
roots in the nineteenth-century family medical practice
of William Mayo and his sons, Mayo by the 1920s had
developed the key attributes that distinguish it today:
private, not-for-profit status, a salaricd staff, and a mis-
sion to “provide the best care to every patient every
day through integrated clinical practice, education, and
research.” The Mayo Clinic Model of Care defines core
expectations for clinical practice at Mayo Clinic today
as the institution has evolved the forms throngh which
it fulfills the philosophy of its founders (Exhibit 3).°
Mayo Clinic annually serves 520,000 individual
patients (many of whom have multiple cpisodes of
care) from across the country and around the world. A
staff of almost 55,000, including more than 3,400 clinic

physicians and researchers represcnting nearly every
medical discipline, provides comprehensive inpatient
and outpatient care in four owned hospitals and out-
patient facilities on three major campuses: Rochester,
Minn.; Scottsdale, Ariz.; and Jacksonville, Fla. (Exhibit
4). The nonprofit Mayo Foundation owns the facilities
and other assets.

Mayo Health Systcm, created in partnership
with Mayo Clinic beginning in 1992, is an affiliated
rcgional system and referral network with almost 800
physicians and 13,000 allied health staff who serve
2.4 million patients in 17 owned and two managed
hospitals, cight owned and one managed nursing
homes, and clinics in 70 communitics in Minnesota,
Iowa, and Wisconsin.?

Research and education are considered essential
to delivering the best care at Mayo Clinic, through both
formal educational programs and ongoing knowledge
dissemination. The formal educational mission is car-
ried out through five schools of biomedical education
including the Mayo Graduate School and the Mayo
Schools of Medicine, Graduate Medical Education,
Health Scicnces, and Continuing Medical Education.
Mayo funds about half of its $400 million research
portfolio internally, including basic, ¢linical, and trans-
lational research activities.
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MAYO CLINIC: MULTIDISCIPLINARY TEAMWORK, PHYSICIAN-LED GOVERNANCE, AND PATIENT-CENTERED CULTURE 3
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Exhibit 2. Case Study Highlights

Overview: Mayo Clinic is the world's oldest and largest integrated, not-for-profit, multispecialty group medical
practice, with more than 3,400 clinic physicians and scientists serving 520,000 patients in four owned and managed
hospitals and outpatient facilities on three major campuses (Rochester, Minn.; Scottsdale, Ariz.; and Jacksonville, |
Fla.) and five schools of biomedical education. Mayo Health System is an affiliated network of 17 owned hospitals |
and clinics with almost 800 physicians serving 2.4 million patients in 70 communities in Minnesota, Wisconsin, |

Coordination
and Transitions;
System
Accountability*

and lowa.
Attribute Examples from Mayo Clinic and Mayo Health System
Information EHR accessible by all clinicians at each Mayo Clinic site, with Web-based cross-site linkages. Implementmg EHR
Continuity portal for refering physicians to upload patient information and receive results of the patient vist.
Clinicwide telephonic paging system for rapid consultations.
Enhanced decision support tools and patient portal currently in development.
Care Every Mayo Clinic patient is assigned a coordinating physician who ensures that there is an appropriate care plan,

that ancillary services and consultations are scheduled in a timely fashion, and that the patient receives clear
communication throughout and at the conclusion of the visit. Experiments are under way to reorganize outpatient
visits to increase time with patients through the use of midleve! practitioners, with electronic communication and
monitoring to engage patients in self-care between visits.

Luther Midelfort-Mayo Health System instituted a population-based care management initiative for diabetes
patients that broadens the traditional patient-visit paradigm to encompass telephonic outreach to patients who are
not making regular visits, previsit planning to identify patient needs and schedule faboratory testing, and patient
education and follow-up to promote reatment adherence between visits.

Peer Review and
Teamwork for
High-Value Care

Clinical Practice Committees are responsible for quality of care at each Mayo Clinic site, including dissemination of
expert-developed clinical protocols. Systemwide Clinical Practice Advisory Group reconciles protocols across sites
and is responsibla to the board of governors for overall system quality.

The EHR is open to afl authorized Mayo physicians and invites comment and collaboration from care team
members. Quality is reported intemally and extemally to drive improvermnent,

Continuous
Innovation

Mayo is seeking fo create “the future of patient care” through the ongoing application of systems engineering

and process improvement principles to enhance systems and processes supporting efficient and effective

care delivery.

Center for Translational Science Activities creates innovative systems for delivering benefits of research
discoveries into day-to-day medical practice.

An electronic leaming system is being built to spread medical knowledge systemwide, in addition to existing grand
rounds, online cumicula, and an in-house journal,

Consultative resources are in place for systems engingering and improvement. Lacal teams undertake pilots;
successful projects are taken to scale (e.g., improving the timeliness of heart attack treatment, reducing
medication documentation discrepancies).

Easy Access to
Appropriate Care

Patient scheduling system uses algorithms to assign new patients to physicians and orchestrate a patient's time
at the Clinic; it takes into account the patient's availability, the specific time and sequencing requirements of office
consultations, laboratory tests and procedures, and the travel time between appaintments.

Several primary care clinics offer same-day or next-day appointments.

Cardiovascular clinic used “lean” methodology to reduce patient waiting time and missed appointments and
increase value-added time with palients.

\_ * Systemn acwunlahi'ilty is grouped with care coordination and transitians, since these attrbutes are c)dsery related.
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4
( Exhibit 3. Mayo Clinic Model of Care )
Patient Care
»  Collegial, cooperative, staff teamwork with true multispecialty integration
«  An unhurried examination with time to listen to the patient
. Physicians taking personal responsibility for directing patient care over time in partnership with the
lacal physician
+  Highest-quality patient care provided with compassion and trust
+  Respect for the patient, the family, and the patient’s local physician
+  Comprehensive evaluation with timely, efficient assessment and treatment
+  Availability of the most advanced, innovative diagnostic and therapeutic technology and techniques
Environment
+  Highest-quality staff mentored in the culture of Mayo and valued for its members’ contributions
+  Valued professional allied health staff with a strong work ethic, special expertise, and devotion to Mayo
«  Ascholarly environment of research and education
«  Physician leadership
+  Integrated medical record with common support services for all outpatients and inpatients
+  Professional compensation that allows a focus on quality, not quantity
«  Unique professional dress, decorum, and facilities
kSoume: Maya Clinic. J

The organization is physician-led at ail levels
and operates through physician committees and a
shared governance philosophy in which physician
leaders work with administrative partners in a
horizontal, consensus-driven structure. Physicians
serve in rotating assignments on committees and in
leadership roles to promote broad participation and
development of the workforce. A board of governors
compnsing primarily physician leaders provides high-
level enterprise governance under the oversight of the
Mayo Board of Trustees.

INFORMATION CONTINUITY

The longitudinal medical record, which follows a
patient across encounters with different physicians,
was first conceived by Mayo Clinic physician Henry
Plummer in 1907. Today, Mayo’s electronic health
record (EHR) system holds more than 6.2 million
records of Mayo patients treated since 1907, providing
a cumulative account of patients’ medical symptoms,
diagnoses, tests, treatment plans, procedures, and
stored images across disciplines in both inpatient and
outpatient settings. The EHR prompts physicians on

routine tests and alerts them to potential risks, gener-
ates reminders and educational material for patients,
and serves as a resource for research.

« EHR terminals are located in every office, work
area, and exam room. Electronic charts are rou-
tinely shared with paticnts at the point of care,
and are used in virtual consultations with other
physicians and providers.

+ CarecPages, a free Web service for all patients
while they are at Mayo, helps patients keep in
touch with family or friends wherever Internet
access is available. A full patient portal is
under development.

= Mayo is working to merge six different EHR
systems in use at diffcrent clinic sites. In the
meantime, physicians use Web portals to view
patient records from another site when patients
are receiving treatment in multiple locations.

An EHR portal for referring physicians enables
a patient’s home physician to upload pertinent medi-
cal history and test results so that they are available to
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Saurce: Mayo Jinic

Exhibit 4. Mayo Clinic and Mayo Health System Locations
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treating Mayo physicians, thus avoiding duplication
of tests. At the conclusion of the visit, the portal com-
municates the results of the consultation back to the
patient’s home physician, ensuring continuity of care.

A Web portal for Emergency Department (ED)
personnel synthesizes information from disparate infor-
mation systems (c.g., patient registration, laboratory,
pharmacy) into a coherent “dashboard” that facilitates
situational awareness and patient monitoring. The
portal (called YES) displays patients’ presenting com-
plaints, demographic and vital signs, waiting times, the
status of incoming ambulance services and the patient
they are transporting, and other essential data.®

Mayo physicians can use a unique paging sys-
tem, developed for the Mayo Clinic by AT&T Labs,
for rapid consultations. Physician-specific paging tones
allow a physician to immediately contact a colleague to
ask a question, without the need to schedule an appoint-
ment. “If I'm treating a patient with urclogic symptoms
and I have a question about the best urologic test, I
can page a urologist by dialing a five-digit number,”
said Mayo Clinic vice president Nina Schwenk, M.D.
“Their pager rings, they go to any phone on the cam-
pus, dial their pager number, and we are immediately
connected. T say, ‘I’'m here with a 55-year-old patient
with these symptoms; what is your best advice?’ | don’t
need to leavc a message; there’s no phone tag. Jt’s
immediate, person-to-person communication.”

65

CARE COORDINATION AND TRANSITIONS:
TOWARD GREATER ACCOUNTABILITY FOR
TOTAL CARE OF THE PATIENT

Team-Based Care Coordination. Mayo Clinic spe-
cializes in the diagnosis and treatment of complex
patient illncss in an environment in which physicians
from every medical specialty work collaboratively to
meet individual patient needs, often during the same
patient visit, “We try to bring the very best of our
entire system to the service of every single patient no
matter where that patient is in the system,” said Dawn
Milliner, M.D., chair of the Mayo Clinical Practice
Advisory Group.

Every Mayo patient is assigned a coordinating
physician whose job is to ensure that the patient has an
appropriate plan of care, that all ancillary services and
consultations are scheduled in a timely fashion {0 meet
the paticnt’s needs, and that the paticnt receives clear
communication throughout and at the conclusion of a
visit. A Mayo patient typically retains the same coor-
dinating physician throughout the course of treatment
and different types of care, but there is a formal hand-
off procedure for cases in which a different physician
would be more appropriate to coordinate the paticnt’s
clinical needs.

A current pilot is testing ways of reorganizing the
outpaticnt visit to increase efficiency and the amount
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of time that physicians can spend with paticnis, such as
through the use of midlevel practitioners, Web-based
communication, and chronic disease monitoring to bet-
ter engage patients in self-care between visits.

Population-Based Chronic Care Management.
The Mayo Health System undertook the Diabetes
Translation Project during the late 1990s, which found
that a planned-care model (including implcmentation
of guidelines, support for patient self-management, and
use of a clinical information system) led to improved
diabetes care and metabolic outcomes.’

More recently, Luther Midelfort—a division of
Mayo Health System serving the west-central region of
Wisconsin—embarked on a population-care manage-
ment initiative to better meet the needs of its patients
who have diabetes.® This effort builds on the organiza-
tion’s earlier work to develop a team-based planned-
care model for chronic disease, using Wagner’s
Chronic Care Model as a conceptual framework.® The
approach broadens the traditional patient-visit para-
digm to encompass elements such as:

+ telephonic outrecach to patients who are not
making regular visits

+ previsit planning to identify patient needs and
schedule laboratory testing

+ patient education and follow-up to promote
treatment adherence betwecn visits

Teamwork is central to this change in prac-
tice, with expanded roles for the practice nurse, who
conducts outreach and previsit planning, and for the
receptionist, who acts as the diabetes registry coordina-
tor. A primary care council—consisting of the depart-
mental chairs of internal medicine, family medicine,
pediatrics, and urgent care—identifies and shares best
practices and designs care models to create a consistent
patient experience across primary care sites. An expert
team led by an endocrinologist leverages the expertise
of primary care physicians, nurses, and diabctes educa-
tors, who together develop and share common patient
education tools.

THe COMMONWEALTH FUND

Luther Midelfort’s EHR facilitates informa-
tion sharing as patients move between care settings.
The clinic uses a third-party registry program to sys-
tematically track patients who are due for visits or
tests or who arc not meeting goals for disease control.
Patients receive a reference card listing fivc key goals
(Exhibit 5), which they can hang on the refrigerator
as a reminder of the importance of maintaining their
treatment regimen. The card doubles as a checklist
for clinicians when conducting patient education and
also servcs as a notation tool for indicating medication
changes and other treatment measures.

e A

Exhibit 5. Five Goals for Diabetes Care

Hemoglobin Alc < 7 percent
Aspirin daily

Smoking cessation

Blood pressure < 130/80
Cholesterol < 100

Luther Midelfort uses an “all-or-none™ per-
formance measure (all five goals must be met for a
patient’s care to be counted as meeting standards) for
system-leve! benchmarking to other organizations
within Mayo Hcalth System. Performance data for
individual physicians are shared in an “unblinded”
marnner at the departmental level to promote account-
ability among physician teams. The clinic has seen
substantial improvement in the all-or-none measure
since undertaking the initiative in January 2008, with
its rate almost tripling in 16 months, from 5.6 percent
in January 2008 to 16.1 percent in April 2009.

PEER REVIEW AND TEAMWORK

FOR HIGH-VALUE CARE

Mayo has nurtured a culture of teamwork and col-
laboration among its professional staff sincc its earliest
days (Exhibit 6), a tradition that it preserves through

a rigorous hiring and enculturation process. As Texas
A&M professor Leonard Berry observes, “The cul-
ture makes it okay for highly-trained providers to ask
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( Exhibit 6. Mayo Philosophy of Team-Based Care

“The sum total of medical knowledge is now so great and wide-spreading that it would be futile for any one man...to
assume that he has even a working knowledge of any part of the whole..... The best interest of the patient is the only
interest to be considered, and in order that the sick may have the benefit of advancing knowledge, union of forces is
necessary.... It has become necessary to develop medicine as a cooperative science; the clinician, the specialist, and
the laboratory workers uniting for the good of the patient, each assisting in elucidation of the problem at hand, and

each dependent upon the other for support.”

\_

William J. Mayo, 1910
»

for help; the technology makes it easy to provide the
help.”'® For example, the shared clinical record serves
as an “open book™ mcans of continual peer review in
which clinicians can give one another feedback that
promotes ongoing group accountability for clinical
cxcellence. Likewise, the paging system (described
above) facilitates ad hoc consultations when physicians
have questions as to the best treatment for a patient.
Salary-based compensation and shared system
resources remove barriers to teamwork that tend to
exist in other reimbursement models. Centrally hcld
discussions and decisions about resources help reduce
competition or infighting among dcpartments or disci-
plines. “Pcer-review pressure,” rather than productivity
incentives, creates group cxpectations for physicians to
see the right number of patients, said Dr. Schwenk.
Each of the three Mayo Clinic sites (Arizona,
Florida, Minnesota) has a Clinical Practice Committee
(CPC), composed of and led by physicians, that is
responsible for the quality of care delivery across set-
tings of care, including the infrastructure supporting
dissemination of expert-developed clinical protocols.
For example, the Rochester, Minnesota, CPC has 18
subcommittees responsible for topics such as accredita-
tion, medical records, and quality of care. To illustrate
the work of the CPC, Dr. Milliner described a scenario
in which diabetes experts developed a protocol for
chronic disease management that required ongoing
patient communication. To meet this need, the CPC’s
medical record subcommittee examined various options
and engaged enterprise resources to develop a Web
portal for patients to communicate with the care team.

67

The systemwide Clinical Practice Advisory
Group, made up of leaders from each of the site-spe-
cific CPCs, is responsible for the overall dclivery of
care across all Mayo Clinic sitcs under thc oversight of
the board of governors. Reconciling clinical protocols
and standards across sites affords these peer lead-
ers the opportunity to rcview approaches being taken
across the enterprise and to identify and address gaps
or inconsistencies, As a result of developing common
protocols for organ transplantation, for example, a
patient can have pre-transplant workup done at Mayo
Clinic Rochester, then undcrgo surgery at Mayo Clinic
Arizona, if needed.

The Mayo committcc process may take longer
to rcach consensus leading to action than would a tradi-
tional “top-down” management structure, Dr. Schwenk
acknowledged. On the other hand, she said, it provides
a systematic mechanism for vctting proposed changes
to increase the odds of success, making implementa-
tion of decisions easier because physician buy-in has
already been achicved.

CONTINUOUS INNOVATION

Mayo is seeking to create “the future of patient care”
through the ongoing application of systems engineer-
ing as well as process improvement principles and
expcrtise to enhance the systems and processes that
support efficient and effectivc care delivery, such as
exam room design, patient flow, appointment schedul-
ing, and patient check-in procedures. The Mayo Clinic
Quality Office offers consultative resources and work-
foree education for quality improvement, including
the internal Mayo Clinic Quality Academy. Quality is
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Door-to-balloon time {minutes)

STEMI Project at
St. Marys Hospltal, Rochester

200 -
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100 92
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within 200 miles of the Meo Clinkc, Rochester.
Source: Mayo Ciinlc 2008 Annua! Report.

Exhibit 7. Mayo Clinic: Minimizing Treatment Delays for Heart Attack

200
150
100 -
50 4
0
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Marys Hospltal, Rochester betwaan 2004 and 2006, Regional hospitals participoting In the Fas1 Track project are those

Fast Track Project at
28 Reglonal Hospitals Transporting
Patients to Mayo Clinic
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Nationa! average ‘ Regional
hospitals

measured and reported internally by department, divi-
sion, and institution to promote mutual accountability
and drive improvement. When local tcams undertake
pilot projects, those demonstrating success are taken to
scale in broader systemwide initiatives.

The following are scveral examples of specific

improvement activities and initiatives.

Improving asthma management. An internal medicine
team headed by Kaiser Lim, M.D., developed a popu-
lation-based intervention to improve asthma care and
control. The team first examined quality metrics and
identified a need to measure patient-focused outcomes,
such as how well patients are controlling their asthma
symptoms.’! The team then developed an asthma regis-
try that can be populated from existing patient diagnos-
tic data. A patient survey found baseline asthma control
was 72 percent to 81 percent, short of the goal of 95
percent. Airway “peak flow” measurement and asthma
severity documentation also werc deemed unsatisfac-
tory. To improve these measures, the team developed
an intervention and tools to review asthma during rou-
tine primary care visits.'?

By linking the asthma registry to the schedul-
ing calendar, the team developed a standard procedure
to identify asthma patients in advance of primary care
appointments. An electronic prompt alerts staff in the

study clinic to the asthma assessment needs of those
patients. Patients are screened and treated with the help
of the validated Asthma Control Test and electronic
Mayo Asthma Plan and Asthma Flowsheet, which help
to identify and guide the care of paticnts in need of
assistance in controlling their asthma.'’ Use of these
tools in the study clinic resulted in substantially higher
documentation of peak flow rates (84% vs. 0%) and
asthma severity (63% vs. 12%) as compared with
control sites.

An assessment found that opportunitics to inter-
vene with asthma patients were limited because some
patients do not schedule primary care visits during the
year, and because of limited time during the primary
care visit to address asthma managemcnt. To overcome
these barriers, the team developed two enhancements
that are currently being tested: 1) a case management
protoco! that employs allied health professionals as
physician extenders in the asthma scrcening, education,
and monitoring process during and after primary carc
visits; and 2) population management techniques that
invite asthma patients for targeted visits centered on
teaching the use of a written action plan to attain symp-
tom control, followed by a short prescribing visit with
the primary care physician.

The experiential learning methods employed
by the asthma initiative team serve as a template for
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Exhibit 8. Mayo Clinic: Results of an Intervention to
Improve Medication Reconciliation Procedures

& Before intervention O After interverithon

89

49

Source: P. Varkey, J. Cunningham, and S, Bisping, *Improving Medication Reconciflation in the Qwipatiem Setting.” Jotnt

Percent
100 - 93
80 4
60
47
40
20+
Patient-reported medications
recorded by providers
Commission Journal on Quallty ang Patient Safety, May 2007 33(51:286-92.

rm————
Prescription medications with
documentation discrepandies

other quality improvement initiatives. Using a “plan,
do, study, act” approach, quality tcams follow a logical
progression of steps to establish baseline performance,
decide on valid quality indicators, deploy standard-
ized processes for gathering data and implementing
interventions, identify limitations of the approach, and
refine the process through repeated cycles.

Improving the timeliness of heart attack treatment.
Redesigning care processes reduced the average tine it
takes heart attack patients entering the emergency room
to receive lifesaving angioplasty treatment that opens
clogged arterics (known as the “door-to-balloon™ time)
from 92 minutes to 60 minutes at St. Marys Hospital,
Rochester, between 2004 and 2006. Mayo’s Fast Track
for Heart Attack project expanded this approach to

the regional level, achieving a door-to-balloon time of
108 minutes (as compared with a national average of
180 minutes) among 28 regional hospitals transporting
patients to Mayo Clinic Rochester (Exhibit 7). Process
innovations included: prioritizing electrocardiogram
acquisition at the regional hospital; impiementing stan-
dard guidelines for selecting reperfusion strategy and
adjunct pharmacotherapy; and, upon arrival from the
regional hospital, transferring the patient directly to the
catheterization lab for intervention.'*

Improving outpatient medication reconciliation. The
Mayo Clinic Rochester preventive medicine clinic
designed a multifaceted intervention to reduce medi-
cation errors by requesting that primary care patients
bring ali prescription and over-the-counter medications
or a current medication list with them to their clinic
visit, asking patients to correct any discrepancies in the
¢linic’s medication list (contained in the EHR) during
the office visit, and providing physicians with educa-
tion and feedback on medication reconciliation proce-
dures. This process significantly improved the record-
ing of patient-reported medications from less than half
to almost all paticnts, and reduced by 45 percent the
frequency of missing medication lists and medication
documentation discrepancies that can lead to errors
(Exhibit 8). Other Mayo primary care and specialty
clinics are replicating the intervention to enhance
patient safety across the Mayo system. '

Collaborating to promote service excellence. Since
2005, more than 80 clinical and operational depart-
ments across the Mayo system have participated in

an internal collaborative to improve service for both
internal and external Mayo clients. Bringing together
teams of individuals from departments such as neona-
tology, thoracic medicine, and information technology,
the collaborative provides a coach for each team and
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employs a dedicated Web site to facilitate communica-
tion and training. Teams identify service-oriented tar-
gets to work on, such as improving the availability of
specialized wheelchairs for patients upon entering the
hospital. Organizational leaders afford tcams the time
needed to plan, implement, and evaluate their interven-
tions. Some teams have achicved improvements to a
degree of 50 percent or more in selected pre- and post-
intervention targets.'®

Translating research into practice. Mayo’s Center

for Translational Science Activities (CTSA) creates
innovative systems for disseminating the benefits of
research discoveries so they can be efficiently imple-
mented into day-to-day medical practicc. For example,
Mayo recently launched an individualized medicine
initiative with the goal of “link[ing] clinical and bio-
logical data to improve our ability to predict an indi-
vidual’s susceptibility to disease, onset and progression
of disease, and likely response to therapy.”

The Mayo Health System Practice-Based
Research Network, developed in 2007, helps Mayo
Clinic better understand the health care needs of the
population of its service area as it extends research
opportunities to providers and residents of local com-
munities, which are often in underrepresented or iso-
lated rural areas. Several studies led by primary care
physicians and nurse practitioners are examining the
management of diabetes, orthostatic hypotension, and
end-of-life care.

Developing systems for sharing knowledge. Mayo’s
Education Leaming Center is creating an elcctronic
leamning system (ELS) to promote a professional learn-
ing environment in which all physicians and health
professionals stay up to date with the latest medi-

cal knowledge they need to treat a given patient. To
that end, the ELS customizes eontent, or “knowledge
objects,” to meet the needs of users (general internists,
nurses, medical students, etc.), including frequently
asked questions and the names and pagcr numbers of
Mayo’s top five experts on the relevant topic. This

THE COMMONWEALTH FUND

system will supplement traditional mechanisms for
sharing professional knowledge, such as clinical grand
rounds and online curricula resources.

EASY ACCESS TO APPROPRIATE CARE
Mayo has developed its own sophisticated patient
scheduling systcm that uses complex rules and algo-
rithms to assign new patients to physicians and orches-
trate a patient’s time at the clinic (the typical patient
has five to seven appointments during the day). The
system automatically takes into account the patient’s
availability, the specific time and sequencing require-
ments of office consultations, laboratory tests, and
procedures, and the travel time between appointments.
When a patient has a radiology appointment or stress
test, for example, each preceding physician’s notes arc
already in the EHR and available to the cardiologist or
the radiologist before the test, along with the results
of any tests previously ordered and the results of the
physical examination.

Several Mayo primary care clinics have
adopted an “advanced access™ model of appoint-
ment scheduling enabling them to offer same-day or
next-day appointments. Following this approach, the
Community Pediatric and Adolescent Mcdicine team
reduced the average waiting time for routine appoint-
ments from 45 days to within two days, for cxample."”
An evaluation assessing advanced access scheduling in
Mayo family medicine clinics found that this approach
sometimes increased the likelihood of patients with
stable chronic conditions being schednled for multiple
preventive visits during the year, but the effects varied
among clinic sites.'®

The Mayo Cardiovascular Health Clinic applied
“lean” methodology to improve patient access and
operational effectiveness. The systems of scheduling
patients into the clinic and providing comprehensive,
multidisciplinary care were enhanced by redesigning
and standardizing the processes of accepting referrals,
stratifying patients by risk category, and ordering rel-
evant diagnostic studies. This redcsign better aligned
demand and supply of clinic services and reduced
waste (Exhibit 9), such as the waiting time to obtain
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. Exhibit 9. Mayo Clinic Cardiovascular Health Clinic: Results of
Applying “Lean” Methodology to Improve Patient Access

Walttimes for appointments, in days Process time, in minutes
{non-value-added Ume} (value-added time)

35 1 33 300 7 284

30 1 250 1 240
25 1
20 1
151
10 1
5 3 50 1
Before After 0- Before After

Note: A process is 8 et of actions or Steps each of which must ba accomplished properly In the proper sequence at the
proper time to create value for the patien.

Source; A M, Wilis, R. J. Thomas, H. H, Ting &1 8l., "Candikwvascutar Health Cinke Patient Journey: A Lean Approach to
Improve Effectiveness,” improvemnent Report {Baston, Mass.: Institute for Healthcare tmprovement, 2005).

200 1
150 1

100 1

an appointment (from 33 days to three days on aver- integrated academic medical centers with similar repu- ,
age) and patient no-shows or missed appointments tations.? They noted that:
(from 30 percent to 10 percent of appointment slots). [Mayo Clinic’s St. Marys Hospital] is
Concurrently, the redesign increased the provision of not the least costly hospital, but it enjoys
. value-added process time for patients (from 240 to 284 a strong national reputation for quality,
minutes on average). The Cardiology Outpatient Value while simultaneously keeping utilization
Stream Map serves as a framework to guide future lean and costs relatively low. It is part of a
initiatives.” well-organized health care system. These
Mayo Clinic has used linguistic interprcters for qualities make it a credible modcl for other
more than 75 years to meet the needs of its multicultural academic medical centers to cmulate as
clientele. Mayo’s 78 interpreters speak 23 languages and they begin to rethink how they might more
also provide sign-language interpreting.* efficiently allocate such resources as beds

and physicians.
RECOGNITION OF PERFORMANCE
In addition to the results of the specific interventions
described above, Mayo Clinic has achieved notable
results on selected cxternally reported performance

The Dartmouth Atlas found that, as compared
with chronically ill Medicare paticnts at U.S. hospitals
overall, those who received the majority of their care
at Mayo Clinic/St. Marys from 2001 to 2005 had, on
average, similar Medicare spending per person in their
last two years of life but fewer hospital days (90%) and
physician visits (73%).”

The identification of areas of excellence does
not mean that the Mayo Clinic has achieved perfec-
tion, however. Like the other organizations in this
case-study scries, Mayo has room for improvement
. in several areas of care. For example, the affiliated

regional medical groups that constitute the Mayo

indicators and has received recognition for its perfor-
mance on several national benehmarking or award pro-
grams (Exhibit 10).

Researchers at Dartmouth Medical School
recently reported that Mayo Clinic’s flagship St. Marys
Hospital in Rochester, Minnesota, delivered care to
Mcdicare patients with severe chronic illnesses in a
generally more efficient manner than did many other
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(" Exhibit 10. Selected Externally Reported Results and Recognition*

{CMS Hospital Compare
Jan.-Dec. 2007)

inpatient Care Quality?! Four-topic clinical composite (24 measures): Five Mayo Clinic and Mayo Health

System hospitals ranked in the top quartile, and two of these in the top decile, of U.S.
hospitals evaluated.

Heart attack treatment (8 measures): Five Mayo Clinic and Mayo Health System hos-
pitals ranked in the top quartile, and two of these in the top decile, of U.S. hospitals
evaluated.

Heart failure treatment (4 measures); Six Mayo Clinic and Mayo Health System hos-
pitals ranked in the top quartile of U.S. hospitals evaluated.

Pneumonia treatment {7 measures): Seven Mayo Clinic and Mayo Health System
hospitals ranked in the top quartile, and five of these in the top decile, of U.S. hospk
tals evaluated.

Surgical care improvement (5 measures): Seven Mayo Clinic and Mayo Health Sys-
tem hospitals ranked in the top quartile, and three of these in the top decile, of U.S.
hospitals evaluated.

Overalf patient rating of care (HCAHPS): Seven Mayo Clinic and Mayo Health
System hospitals ranked in the top quartile, and four of these in the top decile, of
U.S. hospitals reporting in 2007. Four large hospitals ranked in the top decile of
large hospitals.

. National Recognition
and Ratings

Thomson/Solucient 100 Top Hospitals: Nationai Benchmarks for Success (Mayo
Clinic Hospital, Ariz., in 2003; Mayo Clinic/Rochester Methodist Hospital, Minn., in
2005; Mayo Clinic/St. Marys Hospital, Minn., in 2003, 2004, and 2008).

HealthGrades Distinguished Hospitals for Clinical Excellence: Mayo Clinic Hospital,
Ariz., in 2005-2009; Mayo Clinic/St. Luke's Hospital, Fla., in 2007, 2008; Mayo Clinic/
St. Marys Hospital, Minn. in 2005-2008.

Leapfrog Group Top Hospitals: Mayo Clinic Hospital, Ariz., in 2008; Mayo Clinic/St.
Luke's Hospital, Fla., in 2007; Mayo Clinic/St. Marys Hospital, Minn., in 2008, 2007.

US News & World Reporf Best Hospitals: Mayo Clinic Hospital, Ariz., in 20052008,
Mayo Clinic/St. Luke’s Hospital, Fla., in 2007, 2008; Mayo Clinic/St. Marys Hospital,
Minn., in 2005-2008.

National Research Corporation’s Consumer Choice Award: Mayo Clinic Hospi-

tal, Ariz., in 2003/2004 and 2004/2005; Mayo Clinic/St. Marys Hospital, Minn., in
2003/2004-2007/2008.

National Committee for Quality Assurance: Diabetes Physician Recognition Program
{Mayo Clinic, Minn.).

American Medical Group Association: Preeminence Award (2004) to Albert Lea Medi-
cal Center; Acclaim Award (2005) to Luther Midelfort, Wis., for its Planned Care for
Chronic Disease program.

*Sea he Serias Overview, Findings, and Mathods for analytic methodology and explanation of performance recognifion. CMS = Centers for Medicare and Medicaid Services;
HCAHPS = Hospital Consumer Assessment of Healthcare Providers and Systems (large hospitals means 300 or rmora bads and patient surveys). National Committes for
kQuafﬂy Assurance Quality Compess data wena not available because the system does not own a health plan.

S

Attachment - 11




Mayo CLINIC: MULTIDISCIPLINARY TEAMWORK, PHYSICIAN-LED GOVERNANCE, AND PATIENT-CENTERED CULTURE 13

Hcalth System ranked below the regional averagc on
eight of 12 ambulatory-care quality topics evaluated
by the Minnesota Community Measurement scorecard
for 2008.2* Likewise, the Dartmouth researchers found
“surprising variation™ in the intensity of care at the end
of life among Medicare patients treated in different
Mayo Foundation hospitals, indicating opportunities
for realizing more consistcnt performance.” Mayo's
nearly 100-year history, together with the evidence of
improvement capabilities described above, suggests
that it will continue to innovate so as to achieve higher
levels of performance.

INSIGHTS AND LESSONS LEARNED

The success of Mayo Clinic’s model of integrated carc
flows from three primary and interrelated influences,
according to Dr. Schwenk. First, multidisciplinary
practice with salary-based cornpensation fosters team-
oricnted patient care and peer accountability. Second,
the supportive organizational and technologic infra-
structure permits physicians and other caregivers to
excel at the clinical work they were trained to do. And
third, a physician-led governance structure inculcates
a culture that filters all decisions through the lens of
patients’ interests.

The full integration of hospitals with the Clinic
(Mayo acquired its two Rochester, Minnesota, hospi-
tals—with which it had long-standing relationships—in
1986, and built hospitals in Arizona and Florida) and
the use of a shared medical record across inpatient and
outpatient settings have been critical to realizing efficien-
cies and promoting clinical excellence. This opera-
tional integration is successful because it is tied to a
cultural philosophy of doing the best for the patient.
“Integrated care means that when you come to Mayo,
we take care of you, not the diseasc that you may have.
The radiologist, the lab pathologist, the surgeon, the
internist—all work together to make sure that patients
get what they need,” Dr. Schwenk said.

Mayo’s consensus-driven decision-making and
budgeting process means that resources and operations
are deployed to serve the mission and cohesive func-
tioning of the entire organization. Although the com-
mittce process may take more time to reach decisions

than would a top-down management approach, it
engenders acceptance of decisions and a spirit of
teamwork across specialties. Resources are held cen-
trally rather than by individual sites or departments,
thus avoiding infighting. “We don’t have that herc
because everyone’s working for one goal, and that’s the
patient,” observed Dr. Milliner. The words of founder
William J. Mayo—“The best interest of the patient is
the only interest to be considered™—are the touchstone
for decisions of all sorts ranging from conducting
research to establishing the dress code, or designing
equipment or a new hospital.

Mayo has served as a model for other institu-
tions, such as the Cleveland Clinic in Ohio and the
Lahey Clinic in Massachusetts, and many lessons from
its experience may be applicablc to other practiccs—
although building a culture of excellence is ccrtainly
a long-term project. The Mayo Health System offers
insights into how some of the advantages of the
Mayo Clinic model of group practice can be adapted
to community-bascd delivery systems. At Luther
Midelfort, for example, multispecialty group practice
demonstrates the built-in advantages to adoption of
population-based diabetes care. “We can bring collec-
tive wisdom to bear to share what works and encourage
improvement over time,” said Jill Lenhart, M.D., chair
of Midelfort’s Primary Care Council.

Sustaining change in clinical practice requires
aligning management structure and care processes
both horizontally and vertically across the organiza-
tion, said Terrancc Borman, M.D., Luther Mideifort’s
medical director. For cxample, the Midelfort Clinic’s
early work on a planned-visit approach did not achieve
universal adoption across all primary care sites because
coordinating mechanisms were lacking. Crcating the
Primary Care Council to bring together physicians
from across clinical sites allowed the Clinic to spread
knowledge and innovations throughout the organiza-
tion. Realizing the value of the chronic care model as
an organizing principle for clinical work also requircs
paying attention to workflow design and standard-
ization of schedulcs to achieve consistent patient
flow across departments. This means that physicians
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must be willing to give up some of their accustomed
autonomy for the greater good, said Borman.

A common saying at Mayo is, “No one of us
is as smart as all of us.” Mayo leadership strongly
believcs in the critical importance of creating and
maintaining a learning organization in which “teams
of medical professionals use information technology
and systems engineering to learn from each other in a
timely way and do it as part of the ongoing activity of

clinical practice,” said Mayo CEO Denis Cortese, M.D.

Mayo physicians are attracted to the idea of improv-
ing the science of health care delivery, which includes
translational research and technologic innovations that
feed vital information to both physicians and patients
at the point of service. This approach supports what
Cortese calls developing “truc professionals” who are
“prepared to pass on a body of knowledge through

THE COMMONWEALTH FUND

teaching and mentoring, and contribute to that knowl-
edge through basic research or quality improvement
rescarch or anything in between.”

Dr. Cortese said that the ultimate benefit of an
integrated system such as Mayo Clinic is its ability to
deliver high-valuc health carc. Because Mayo Clinic
does not participate in contracts that require patients to
see its physicians, “every single patient who comes to
see us is there by choice,” he notes. “In that environ-
ment, we have to provide a reason for people to come
to us, something they think they are getting: outcomes,
scrvice, safety, quality, [lower cost], and coordinated
care.” Focusing on value aligns individual interests
with population health improvement goals. “No mat-
ter how you look at this, it’s about how you manage
patients one-on-one,” he said. “By accumulating better
care for individuals, you improve population health.”

For a complete list of case studies in this series, along with an introduction and description of methods,

see Organizing for Higher Performance; Case Studies of Organized Health Care Delivery Systems—
Series Overview, Findings. and Methods, available at www.commonwealthfund org.
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Geisinger Health System:

Achieving the Potential of System
Integration Through Innovation,
Leadership, Measurement, and Incentives

DouGLAs McCARTHY, KIMBERLY MUELLER, AND JENNIFER WRENN
IsSUES RESEARCH, INC.

ABSTRACT: Geisinger Health System is a physician-led, not-for-profit, integrated delivery
system serving an area with approximately 2.6 million people in northcastern and ccntral
Pennsylvania with innovative products and services designed to drive higher performance.
Geisinger’s leaders believe that thc organization can simultancously improve quality, sat-
isfaction, and efficiency only by redesigning and reengineering the dclivery of care. This
philosophy is epitomized by ProvenCare, a portfolio of products (many of which are
package-priced) for which care processes have been redesigned to rcliably administer a
coordinated bundle of evidence-based best practices. Use of the ProvenCare model has
improved clinical outcomes whilc decreasing resource utilization. Fundamental to
Geisinger’s success are its vision of becoming a national model for care dclivery, the lead-
ership to achieve that vision reinforced with a performance-based compensation system
strategically aligned with specific goals evcry year, and timely feedback using an advanced
elcctronic health record to measurc progress toward those goals.

LR

OVERVIEW

In August 2008, the Commonwealth Fund Commission on a High Performance
Health System released a report, Organizing the U.S. Health Care Delivery
System for High Performance, that examined problems engendered by fragmen-
tation in the health care system and offered policy recommendations to stimulate
greater organization for high performance.! In formulating its recommendations,
the Commission identified six attributes of an ideal health care delivery system
(Exhibit 1).

Geisinger Health System is one of 15 case study sites that the
Commission examined to illustrate these six attributes in diverse organizational
settings. Exhibit 2 summarizes findings for Geisinger. Information was gathered
from the organization’s icaders and from a review of supporting documents.? The
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( Exhibit 1. Six Attributes of an Ideal Health Care Delivery System B

« Information Continuity Patients’ clinically relevant information is available to all providers at the point of
care and to patients through electronic heaith record systems.

. Care Coordination and Transitions Patient care is coordinated among multiple providers, and transitions
across care settings are actively managed.

«  System Accountability There is clear accountability for the total care of patients. (We have grouped this
attribute with care coordination since one supports the other.)

«  Peer Review and Teamwork for High-Value Care Providers (including nurses and other members of care
teams) both within and across settings have accountability to each other, review each other's work, and col-
laborate to reliably deliver high-quality, high-value care.

. Continuous Innovation The system is continuously innovating and leaming in order to improve the quality,
value, and patients’ experiences of health care delivery.

+ Easy Access to Appropriate Care Patients have easy access to appropriate care and information at all
hours, there are multiple points of entry to the system, and providers are culturally competent and responsive

to patients’ needs.

\.

v

case study sites exhibited the six attributes in different
ways and to varying degrees. All offered ideas and les-
sons that may be helpful to other organizations seeking
to improve their capabilities for achieving higher levels
of performance.’

ORGANIZATIONAL BACKGROUND

Geisinger Health System is a physician-led, not-for-
profit, integrated delivery system headquartered in
Danville, Pennsylvania. It serves an area with approxi-
mately 2.6 million people living in 43 countics of
northeastern and central Pennsylvania (Exhibit 3). In
general, this population is older, poorer, sicker, more
rural, and less transient than the national mcdian.
Geisinger’s market share is about 30 percent overall
(including both primary and secondary markets) and
its annual revenue is more than $2 billion.

The system employs more than 12,000 people,
including a multispecialty group of more than 740
physicians practicing at 50 clinical sites. About 200 of
these physicians provide primary care in 40 commu-
nity practice clinics; other physicians provide spccialty
care, predominantly from three large hubs. Major
facilities include three acute/tertiary/quatcrnary hospi-
tals (Geisinger physicians work exclusively in one

g0

hospital, while both Geisinger and non-Geisinger
community physicians treat patients in two hospitals),
three ambulatory surgery centers, specialty hospitals,
and an inpatient and outpatient drug and alcohol treat-
ment center. Annual patient volume exceeds 40,000
inpatient discharges and 1.5 million ambulatory visils.
Geisinger Health Plan, created in 1985, is a net-
work model health maintenance organization offering
group, individual, and Medicare coverage. Approximately
30 percent of Geisinger’s patients are insured by
Geisinger Health Plan. About half of the health plan’s
220,000 members have a Geisinger primary car¢ phy-
sician based in one of the 40 community clinics. The
health plan also contracts with more than 18,000 inde-
pendent providers including 90 community hospitals.
Founded in 1915 by Abigail Geisinger, whose
aim was to “make it the best,” Geisinger’s vision is
“Heal, Teach, Discover, and Serve.” It is a teaching
campus for the Temple University School of Medicine
and the Philadelphia College of Osteopathic Medicine,
and conducts research in its own facilities and through
affiliation with other academic institutions. Its
Geisinger Center for Health Research conducts health-
service, epidemiologic, and population-genetics
research with the goal of translating innovative new
models of patient care to clinical practice.
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Digital radiology images are distributed through a pic-
ture archiving and communication system (PACS).
The EHR. now contains more than 3 million
patient records and acts as a “central nervous system”
for the organization, supporting the provision of evi-
dence-based practices at the point of care and enabling
performance monitoring at the system, departmental,
and physician level. Following implementation of the
EHR at Geisinger Medical Center, the number of

INFORMATION CONTINUITY

Since 1995, Geisinger has invested more than $100
million in hardware, software, and training to imple-
ment its electronic health record (EHR) system, built
on a third-party platform (EpicCare from Epic Systemns
Corp.). Instaliation of the system was completed in
2002 at all Geisinger ambulatory sites and in 2007 at
Geisinger Medical Center (the main inpatient campus).
Installation is in the final stages at Geisinger Wyoming
Valley and Geisinger South Wilkes-Barre hospitals.

Exhibit 2. Case Study Highlights h

Overview: A nonprofit, physician-led, integrated health system serving an area with 2.6 million people in 43 counties of rural northeastem
and central Pennsylvania through three acuteftertiary/quatemary hospitals and an alcohol/chemical dependency treatment center; a multi-
specialty group practice employing more than 740 physicians; 50 practice sites including 40 community practice clinics; the 220,000-member
Geisinger Health Plan, which offers group, individual, and Medicare coverage and contracts with more than 18,000 independent providers

including 90 hospitals; the Geisinger Center for Health Research; and medical education programs serving medical students, residents,
fellows, and other medical professionals. Annual patient volume exceeds 40,000 inpatient discharges and 1.5 million outpatient visits.

Attribute Examples from Geisinger Health System
information Electronic health record (EHR) with decision support across all group-practice sites (and available to more than
Continuity 2,000 users in non-Geisinger clinical practices) acts as an organizational ‘central nervous system” supporting the
provision of evidence-based care and enabling system performance monitoring.
Collaborated with other regional caregivers and institutions to develop a regionat health information exchange that
alectronically links providers in the service area.
Patient web portal used by more than 100,000 patients for health information, appointment scheduling, prescription
ordering, and e-mail with cfinicians. This innovation is associated with decreased patient “no-show” (missed
appointment) rates and telephone calls and increased physician productivity.
Care Coordination Piloting advanced medical home including round-the-clock primary care coverage, nurse case managers employed
and Transitions; by health plan embedded in primary care practices, virtual-care management support, personal care navigator,
System home-based monitoring, and automated voice-response surveillance. Goals are to increase primary care contacts
Accountability* and timely follow-up after hospital discharge with improved outcomes (e.g., reduced rates of hospital admissions

and readmissions) and savings in medical costs.

Peer Review and

Bringing physicians together in cross-disciplinary service lines to plan, budget, and evaluate one another's perfor-

Teamwork for mance has transformed the culture for higher performance.

High-Value Care ProvenCare packaged pricing products motivate physicians to efficiently and refiably deliver a bundle of evidence-
based practices, such as close to 100 percent adherence to 40 heart bypass surgery processes and associated
improvement in outcomes.

Continuous Innovation architecture uses collaborative teams to redesign care process models and improve value in the preven-

Innovation tion and treatment of disease (e.g., increased compliance to a bundle of nine evidence-based measures for diabe-
tes care and other chronic disease control measures).

Geisinger’s vision is to become a national model for care delivery and an engine of innovation through: 1) leader-
ship to achieve the vision; 2) a compensation system that is aligned toward the achievement of specific strategic
goals; and 3) imely feedback of information on progress toward those goals.

Easy Access to Advanced-access redesign increased availability of same-day appointments from 50 percent in 2002 to 95 percent

Appropriate Care in 2006; 84 percent of sites have lead time of one day or less. Patient satisfaction increased 48 percent.

Walk-in clinics in area retail stores, linked via EHR and the patient portal.

\: System accountabiity is grouped with care coordination and transitions, since these attributes are clasely related.
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Exhibit 3. Geisinger Health System Service Area
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paper charts pulled there dropped by 1 million annu-
ally. (Clinical examples and results of EHR use are
described in the sections that follow.)

More than 100,000 Geisinger patients are regis-
tered to use an online portal called “MyGeisinger™ to
access their health information and care plans, view
laboratory test results and health care reminders, make
appointments, pay their medicat bills, request prescrip-
tion renewals, and communicate with their physician
about nonurgent medical problems. Almost 30 percent
of MyGeisinger users are age 55 and older. Geisinger
physicians receive an incentive for their patients who
agrec to sign up for electronic access on MyGeisinger,
with approximately 2,000 new users enrolling each
month. This innovation was associated with a decline
in patient “no-show” rates (missed appointments) and
about 5,000 fewer telephonc calls to Geisinger clinics
per month (since 90 percent of electronic messages
avoid a phone call), leading to improved productivity
for physicians and office staff.

32

Geisinger has collaborated with other regional
caregivers and institutions to form a regional health
information exchange to link providers electronically.
The exchange now includes 10 hospitals and other
caregiver support systems (home health services and
senior assisted-living centers). More than 2,000 non-
Geisinger users (physicians and their practice staff)
have been granted online access (with appropriate
patient permission) to Geisinger’s EHR for their
patients who are treated in Geisinger facilitics.

CARE COORDINATION AND TRANSITIONS:
TOWARD GREATER ACCOUNTABILITY FOR
TOTAL CARE OF THE PATIENT

Geisinger Clinic and Geisinger Health Plan are part-
nering to test an advanced medical home model
{ProvenHcalth Navigator) and to redesign carc pro-
cesses 50 that the primary care team can reliably meet
the comprehensive care needs of patients through more
intensive outpaticnt management.! The goal is to
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develop a transformative model of care delivery and
develop a next-generation medical management capa-
bility that draws on best practices to enhance care for
patients across all carc settings. Implementation of this
model has encompassed four key components
described below: case management, care systems,
information management, and funding/compensation

arrangements.

Case Management: Patients receive a risk assessment
and those at high risk for complications are assigned to
a case manager. These nurse case managers, cmployed
by the health plan, are embedded in primary care prac-
tices as integral members of the care teams. They
develop and carry out a care plan in coordination with
the patient’s physician and act as a “personal patient
link” to facilitate 24-hour access and smooth transitions
in care, provide patient and family education, answer
questions, and conduct timely follow-up to prevent
¢xacerbations that can lead to emergency department
(ED) visits or hospitalizations. If the case manager
sees that a patient with congestive heart failure has
gained weight, for example, she/he may institute a
diuretic protocol and make follow-up contacts as needed.

To help reduce hospital rcadmissions, case man-
agers telephone high-risk patients 24 to 48 hours after
hospital discharge to assess their status, review their
care plan and medications, and confirm or make fol-
low-up appointments including a primary care visit
four to seven days after discharge. If the patient is
readmitted, the care is analyzed to determine how the
readmission might have been prevented.

Care Systems: Consistent achievement of improved
results requires both technological and organizational
systems for identifying high-risk patients, proper
sequencing of care processes, grouping of tasks to
assure comprehensive care and ease compliance, and
measurement of results along with process analysis for
efficiency and effectiveness. Such systems include
home-based telemonitoring and automated voice-
response surveillance of high-risk patients, notification
of and communication with the primary care physician
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after an ED visit or hospitalization, partnerships with
skilled nursing facilities for onsite acute care patient
management, and EHR templates and decision-support
tools such as predefined order lists, best-practice
alerts, and patient-specific after-visit summaries.

Information Management: Building the ProvenHealth
Navigator advanced medical home model requires
actively engaging the care team to promote awareness
and understanding of expected behaviors, processes,
and goals. This in turn requires integrating clinical
knowledge, change management, and data reporting
(using both the EHR and insurance data) to establish
the link between clinical behaviors, process changes,
and results. Because of the lag time involved in col-
lecting and reporting quantitative data, change is also
facilitated through patient-specific case reviews and
clinical anecdotes.

Funding/Compensation: The health plan provides
financial incentives for physicians to participate in the
advanced medical home. These include a time-limited,
$1,000-per-month stipend to promote skills develop-
ment and office redesign, and expanded quality incen-
tives to promote improved performance on jointly
agreed-upon metrics. The plan also hires and trains the
nurse case managers and provides support for analytic
decision-making and improved information and com-
munications infrastructure. To qualify for the stipend,
physicians must demonstrate engagement in the pro-
cess, as determined by local practice leaders.

The ProvenHealth Navigator was pilot-tested in
two Geisinger Clinic sites among 3,000 of Geisinger
Health Plan’s Medicare members. Preliminary results
include increased use of the online patient portal,
incrcased patient adherence to prescriptions and
greatcr use of generic drugs, increased compliance
with bundles of evidence-bascd care practices for dia-
betes and coronary artery disease, and a slowing in the
utilization of skilled nursing facilities. The all-cause
hospital admission rate declined by about 20 percent at
the two pilot sites from 2006 to 2007, while there was
no change in the admission rate among other Medicare
health plan members during that time (Exhibit 4). These
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Exhibit 4. Geisinger Health System: Hospital Admission Rates in
ProvenHeaith Navigator Advanced Medical Home Pilot Sites

All-cause admission rate per 1,000 heatth plan members
B Advanced Medical Home Pilot Stes*

DO Medicare Control Population
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Jan.-Oct, 2006
Baseline

Source: Geinger Heslth System.

*Ngie; Advanced medical home {ProvenHealth Navigator) pilet sites Included two Gelsingar Cifnic peimery care shes.
The patient pepuistion included Medicare bengficlaries enrolled In Geisinger Heatth Plan, The control group included
Medlicare hanlth plan members who dif not recehve care ot these shes.

Jan.-0ct. 2007
First year of pllot

improvements contributed to a 7 percent savings in
medical costs among participants at the two pilot sitcs.®
The advanced medical home model has since
becn expanded to the care of approximately 25,000
Medicare beneficiaries (managed care and fee-for-ser-
vice patients) who receive their care at 21 Geisinger
Clinic primary care sites and four non-Geisinger
primary care sitcs. Example results include a five-
percentage-point decrease (29% relative reduction)
in the hospital readmission rate among a subset of
15,000 Geisinger Health Plan Medicare members who
received care at 11 of these sites from 2007 to 2008,

compared with an almost one-percentage-point
increase (4% relative increase) among a control group
of Medicare health plan members who did not receive
services at these sites (Exhibit 5). Overall medical
costs have declined by about 4 percent at these sites
since they implemented the medical home model.
Geisinger Hcalth Plan also offers disease man-
agement programs for conditions including asthma,
chronic obstructive pulmonary disease, congestive
heart failure, coronary heart disease, diabetes, hyper-
tension, osteoporosis, and chronic kidney disease.
Nurse case managers are assigned to one or more

Exhibit 5. Geisinger Health System: Hospital Readmission Rates in
ProvenHeaith Navigator Advanced Medical Home Expansion Sites
Readmlsson rate (percent}
257 | Advanced Medical Home Expanston Sites* O Medicare Control Population
20+
17.0 16.8 17.6
15
120
10+
5.
04
Jan.-Apr. 2007 Jan.-Apr. 2008
*Neta! Advanced medical home (ProvenHeslth Navigatoe) expanslon sites included 10 Gelsinger Clinic primary care
shes and one nm-Go‘slnger primary core prectice at the time of the anatysis. The patient populaiien ingludad 15,00¢
led In Gelsl Heafth Phan, The control growp Induded Medicare health pfan members
who didd ol recehv care et thess shes.
Source: Gersinger Haath System.
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contracted primary care practices to conduct patient
education, facilitate referral to specialty clinics as needed,
and promote adherence to evidence-based care guide-
lines. The health plan has documented improvements
in carc processes and cost savings of over $100 per
member per month from reductions in avoidable hos-
pital use (25% fewer admissions and 43% fewer hospi-
tal days) among participating diabetes patients (Exhibit
6).¢ These disease-specific programs arc being con-
verted to a population-management approach to support
the advanced medical home model as thc ProvenHealth
Navigator program is disseminated throughout the
Geisinger Health Plan primary care network.

PEER REVIEW AND TEAMWORK FOR
HIGH-VALUE CARE

Harnessing Culture and Incentives to Foster Higher
Performance: Geisinger’s leaders found that bringing
its physicians together in 22 cross-disciplinary service
lines (each led by one physician and one administra-
tor) to plan, budget, and evaluate one another’s perfor-
mance created a team-oriented transformation in the
organization’s culture. In Geisinger’s experience, this
interdisciplinary model promotes the achievement of
higher levels of performance and gives it a competitive
advantage in the marketplace and in attracting and
retaining physicians.

TION, LEADERSIHP, MEASUREMENT, AND INCENTIVES 7

Geisinger uses internal incentives and recogni-
tion to drive improvements in performance. Base com-
pensation for physicians is tied to productivity. About
15 percent to 20 percent of total compensation is based on
meeting performance targets including budget, quality
of care, patient satisfaction, and citizenship activitics
such as teaching and committe¢ work. Since the roll-
out of this compensation plan five years ago, improve-
ments have been seen in productivity (from the 45th
percentile to the 78th percentile using the McGladrey
Standard for large clinics) and in patient satisfaction,
with 20 percent of Geisinger physicians placing
nationally in the top-performing decile of their peers.

In 2005, Geisinger Health Plan introduced the
Web-based Physician Quality Summary, which compares
the performance of contracted primary carc practice sites
on nine ¢linical quality and patient service metrics
using a three-star rating system. Practices that achieve
three-star rankings are eligible for financial rewards.
From 2005 to 2007, Geisinger primary carc clinic sites
increased their three-star rankings threefold (from 22%
to 69% of their rankings) as a result of improvements
driven by systems such as patient registries and auto-
mated preventive care notifications (Exhibit 7). There
was little change in rankings of non-Geisinger-
contracted sites during this time, with their three-star
rankings remaining at about 6 percent to 7 percent.’

Exhibit 6. Geisinger Heaith Plan: Benefit of Disease
Management Program to Patients with Diabetes

* PMPM = per member, per month.
** HoALc = hemoglobin Alc.

Improve Ouicomes?” Dinbetes Care, Aprl 2002 25(4).884-89.

Mean paid charges, PMPM* Percentage of patlents recelving sewices
@ Program D Non-program
$600 - o7
1001
502 91
$500+ 84
4 78 79
395 80
$400 1 65 69
$300 ] 601
] 39
$200 | 40
$100 201
0 0 T
Program  Non-program HbAle Lipid Eye Kidney
testing**  testing screening screening

Souree: ). Sidorov, R. Shull, J. Tomcavaga e1 al,, “Does Dipbetes Diseess Monagement Save Money and
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Exhibit 7. Geisinger Health System:
Physician Quality Summary* Ranking for Primary Care Sites

02 Stars M 3 Stars

*Note: The Gelsinger Health Plan Physiclan Quality Summary Is n semiannual, Wet-based primery care roporting
system, with ning clinical- ond service-related quality metrics sanked tom one 10 three slars.

Source; 5. B. Flerdon ana T. R Graf, “Acvanced Medical Home: Leveraging Concepts and Dala to Enhance Cuality.”
Presented ot the American Medical Group Associztion Annual Conference, Qrande, Fla., March 6-8, 2008.

Improving Outcomes by Ensuring the Reliable
Performance of Acute Care Procedures: ProvenCarc
is Geisinger’s portfolio of evidence-based quality and
efficiency programs addressing both acute and chronic
conditions; many ar¢ also packaged-priced products
based on outcome measures, Care processes have been
redesigned to reliably deliver a coordinated bundle of
evidence-based (or consensus-based) best practices.
For Geisinger Health Plan members having certain
surgical procedures, Geisinger charges a flat fec that
includes preoperative care, surgery, and 90 days of
follow-up treatment (at a Geisinger facility) including
that of related complications. Pricing the bundlc at a
discount creates an incentive for efficiency and, in
effect, offers a warranty against complications®

For heart bypass surgery (coronary artery
bypass graft), the initial ProvenCare product, clinical
workgroups established a bundle of 40 evidence-based
practices, developed an improved workflow process
with identified points of accountability, and worked
with information systems professionals to “hardwire”
each element of the bundle into the EHR through tem-
plates, order sets, and reminders. The process also
includes a “patient compact” to convey the expectation
that patients should be active partners in their own care.
As a result of these efforts, adherence to the bundle of
40 evidence-based practices increased from 59 percent
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at baseline to 100 percent after four months and has
remained at or closc to that level indicating a relatively
stable process (Exhibit 8). Improved process of care
was associated with improved clinical outcomes

including:

+ 100 percent lower in-hospital mortality (which
decreased from 1.5% to zcro);

+ 21 percent decrease in patients with any compli-
cations (from 38% to 30%);

+ 45 percent decrease in readmissions within 30
days (from 6.9% to 3.8%); and

» 10 percent increase in patients discharged to
their homes.

Financial outcomes also improved, including a
16 percent drop in average length of stay (from 6.3 days
to 5.3 days) and 5 percent lower hospital charges.’

The ProvenCare product portfolio has been
expanded to include angioplasty, hip replacement, cat-
aract surgery, erythropoietin use, bariatric surgery,
angioplasty with acute myocardial infarction, and peri-
natal care. A similar management program for biolog-
ics is also being developed. Geisinger also has created
chronic disease programs based on the same principles
of high reliability that underlie its ProvenCare pro-
gram. These programs address diabetes, congestive
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Exhibit 8. Geisinger Health System:
ProvenCare Coronary Artery Bypass Graft Process Reliability
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heart failure, coronary artcry disease, hypertension,
and disease prevention.

CONTINUOUS INNOVATION

Building an Innovation Infrastructure: Geisinger’s
leaders believe that the organization can simultane-
ously improve quality, satisfaction, and efficiency only
by redesigning and reengincering how care is deliv-
ered, and not by trying to make people work harder
the traditional way. Building on the strengths of its
integrated system, the organization typically begins its
efforts by targeting Geisinger patients insurcd by
Geisinger Health Plan, in whose treatment clinical and
financial responsibilities intersect. Once a model is
proven, the innovation may be expanded to encompass
additional patients or groups. In a recent article,
Geisinger’s executive vice president and chief technol-
ogy officer, Ronald Paulus, M.D., M.B.A,, and coau-
thors described the key clements of Geisinger’s “inno-
vation architecture” as follows!?:

+ convening tcams of diverse stakeholders to
identify the best care model for enhancing valuc
in the prevention and treatment of disease;

+ setting targets for care model redesign based on
factors such as impact on populations and cost,
variation in outcomnes, interest among physicians,
and gaps in performance;

&7

+ developing a clinical business case for the rede-
sign including identifying cfficiency and quality
goals and developing a road map of needed
changes and linkages in processes, analytic sup-
port, and financial and non-financial incentives;

+ applying a variety of improvement approaches,
including borrowing and adapting approaches
that have worked in previous initiatives; and

« culling promising innovations for expansion.

Redesigning Ambulatory Care Processes for

Higher Reliability: Geisinger uscs the ProvenCare
model to identify “bundles” of evidence-bascd pro-
cesses and metrics as part of redesign efforts to pro-
mote improved performance in several areas of ambu-
latory care, including pediatric and adult immuniza-
tions, adult diabetes, coronary artery disease, conges-
tive heart failure, hypertension, and adult preventive
care. The EHR supports these improved practices
through automatic health-maintenance and best-prac-
tice alerts to the physician, automatic patient-reminder
letters, drug—drug interaction and drug-allergy wam-
ings, laboratory test alerts, notice of drug and vaccinc
recalls, and other decision-support tools. Exemplary
results include the following:
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+ Compliance with a bundle of nine diabetes
measures nearly tripled (from 2.4% to 6.5% of
diabetes patients) during a one-year period
when a disease registry derived from the EHR
was used to provide electronic reminders to

physicians in combination with performance
feedback and financial incentives.'! Some
measures increased to an even greater degree,
¢.g., the pneumococcal vaccination rate rose
from 57 percent to 81 percent.

= Electronic medication alerts have led to
increased use of generic drugs, with estimated
savings of $1,000 per year per physician.

Another example of process redesign to test and
prove new approaches for meeting patients’ preventive
care needs is an outreach campaign targeting elderly
women at risk of developing osteoporosis.'? The EHR
identified eligiblc patients—women over age 65 who
were not taking osteoporosis medications and had not
received a bone mineral density (DXA) scan in the last
two years—in two Geisinger primary care clinics.
These women each received a personalized letter from
a rheumatologist explaining the importance of screen-
ing and encouraging them to schedule an appointment
for a DXA scan. Those who did not respond to the lct-
ter received a follow-up phone call from a nurse.
Women identified by the scan as being at high risk of
osteoporosis were invited to a group medical visit that
included a two-hour educational session with a rheu-
matologist and nurse followed by a physical exam.
Results included the following:

+  Almost half (49%) of women in the intervention
clinics scheduled a DXA scan, as compared with
13 percent of women in two control clinics.

»  Women attending the group follow-up visit
were more likely to receive medication to
reduce their risk of bone fractures than were
women who opted for follow-up care with their
physician (100% vs. 69%) and were also more
likely to be assessed for vitamin 1D deficiency

28
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(100% vs. 3%) and given a prescription for
vitamin D and calcium (97% vs. 50%).

Improving Medication Safety: Geisinger recently ini-
tiated a program to improve patient safety by reducing
the use of dangerous (potentially confusing or unclear)
abbreviations in medication orders and by improving
mcdication reconciliation, which is a process to assure
an accurate medication list at “handoffs” such as hos-
pital admission and discharge. This effort involved
redesigning care processes to enhance communication,
“hardwiring” the medication list update into nursing
workflows, using the EHR to alert physicians when
they usc a dangerous abbreviation, regularly monitor-
ing and reporting on progress, and reeducating top
offenders. In the first six months of the program, the
use of dangerous abbreviations in outpaticnt orders fell
from 5,000 per month to 1,000 per month.

& N

'We're applying a quality and value product to
everybody, regardless of the insurance. All of the
reengineering and redesign of patient care accrues
to the benefit of every single patient.”

Geisinger CEO Glenn Steele, Jr, M.D., Ph. D.)

\

EASY ACCESS TO APPROPRIATE CARE
Geisinger recently completed the first phase of an
advanced access redesign of its clinic appointment sys-
tem, which grew out of its participation in an Institute
for Healthcare Improvement collaboration called the
Idealized Design of Clinical Office Practicc. Following
a successful test in two pilot sites, a work group devel-
oped an implementation plan that emphasized local
initiative by providing education, training, and support
to improvement teams at each site. As a result of these
efforts, same-day appointments in primary care sites
increascd from 50 percent in 2002 to 95 percent in
2006, and 84 percent of network sites now have a lead
time of one day or less. Improved access has been
associated with a 48 percent increase in patient satis-
faction {across the network) and an § percent increase
in physician productivity.’
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During 2006, Geisinger began opening walk-in cost of $55 per visit. Providers coordinate care with
CareWorks clinics in area grocery stores. Staffed by the patient’s personal physician using the system’s
nurse practitioners and physician assistants, these clin- EHR and offer all patients an opportunity to register
ics offer extended hours and handle routine treatment with MyGeisinger for remote Web access to their
for minor illnesses, health screenings, immunizations, medical record.

and common laboratory tests, with an average total

Exhibit 9. Selected Externally Reported Results and Recognition*

Inpatient Care Quality'
(CMS Hospital Compare
Jan.-Dec. 2007)

Four-topic clinical composita (24 measures): Geisinger Medical Center ranked in
the top quartile of U.S. hospitals evaluated.

Heart atfack treafment (8 measures}. Geisinger Medical Center ranked in the top '
decile of U.S. hospitals evaluated.

Overall patient rating of care (HCAHPS): Geisinger Medical Center ranked in the
top quartile of all U.S. hospitals and of large hospitals reporting.

Ambulatory Care Quality
{(NCQA Quality Compass
2008)

Clinical quality (34 measures): Geisinger Health Plan ranked in the top quartile
of commercial health plans nationally or regionally on 21 measures, 12 of which
were in the top decile.

Patient experience (10 measures): Geisinger Health Plan ranked in the top
quartile of commercial health plans nationally or regionally on eight measures,
six of which were in the top decile.

National Recognition
and Ratings

Verispan Top 100 Integrated Health Networks (2005-2008).
Hospitals and Health Networks Top 100 Most Wired (2006—2009).

Thomson/Solucient 100 Top Hospitals: National Benchmarks for Success
(Geisinger Medical Center in 2005 and 2006; Geisinger Wyoming Valley Medical
Center in 2004); Performance Improvement Leaders (Geisinger Medica! Center
in 2003 and 2005).

National Research Corporation Consumer Choice Award: Geisinger Wyoming
Valley Medical Center in 2006/2007.

National Committee for Quality Assurance: Health Plan Excellent Accreditation;
Quality Plus Distinction in Care Management and Health Improvement; Disease
Management Patient and Practitioner Full Accreditation; Diabetes Physician
Recognition Program (Geisinger Clinic Primary Care Network and Endocrinology '
Dept.).

US News & World Report Best Health Plans: Geisinger Health Plan ranked
among the top 50 commercial plans in 2005, 2007, and 2008 and among the top
25 Medicare plans in 2007 and 2008.

JD Power and Associates National Health Insurance Plan Study: Geisinger
Health Plan ranked in the top quartile of 128 commercial health plans evaluated:
nationally in 2009.

American Medical Group Association: Preeminence Award (2007).

e

*See the Seres Overview, Findings, and Methads for anatytic mathodalogy and explanation of performance recognition, CMS = Centers for Madicare and Medicaid Services;
HCAHPS = Hospital Consumer Assessment af Healthcare Providers and Systems (large hospitals means 300 or mare beds and patient surveys);
NCGA = National Committee for Quality Assurence (Quality Compass 2008 represents the 2007 measurement year). )
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RECOGNITION OF PERFORMANCE

In addition to the results of the specific interventions
described above, Geisinger Health System has
achieved notable results on selected externally
reported performance indicators and has received rec-

ognition for its performance on several national bench-
marking or award programs (Exhibit 9). In terms of
efficiency, data from the Dartmouth Atlas of Health
Care, which examined care at the end of life for
Medicare patients with chronic illness, indicate that
thosc who received the majority of their care at
Geisinger Medical Center from 2001 to 2005 had rela-
tively lower Medicare spending per person (83%) and
fewer hospital days (64%) and physician visits (73%)
compared with the U.S. average.’

The identification of arcas of excellence does
not mean that Geisinger has achieved perfection, how-
ever. Like the other organizations in this case study
series, Geisinger has room for improvement in several
areas of care. For example, 30-day mortality among
Medicare patients with pneumonia was higher than the
national average at Geisinger South Wilkes Barre
Hospital in 2006-2007, as reported on the Centers for
Medicare and Medicaid Services” Hospital Compare
Web site. Geisinger’s track record of improvement
suggests that the organization will address such issues
and continue to innovate so as to achieve higher per-
formance over time.

INSIGHTS AND LESSONS LEARNED
Geisinger’s leaders attribute the organization’s success
in improving its performance to three main factors:

1) a vision of becoming a national model for care
delivery as an engine of innovation; 2) lcadership to
achieve that vision reinforced with a compensation
system that is aligned toward specific goals every year
in a strategic planning process; and 3) timely feedback
of information on progress toward goals. In short,
“alignment, reinforcement, and ability to measure and
correct in near real time,” said chief medical officer
emeritus Bruce Hamory, M.D. Physician leadership of
improvement initiatives, coupled with a group culture
that emphasizes interdisciplinary collaboration, fosters

THE COMMONWEALTH FUND

a “pride of purposc” among physicians that aligns the
professional desire for enhancing reputation with the
organization’s goals for improvement, according to
Geisinger’s CEQ, Glenn Steele, Jr., M.D., Ph.D.
Geisinger’s experience instituting a perfor-
mance-bascd compensation system shows how the
organization provides explicit reinforcement for a cul-
ture of excellence. The compensation system was
implemented over seven years by reconfiguring pay
increases to incentives rather than through salary
reductions. Nevertheless, the organization sustained a
higher rate of turnover among physicians and lcaders
early in the process of making this change—a cost that
the organization was willing to bear to enhance its
organizational culture of high performance.
Developing a specific innovation such as the
ProvenCare program required a large organizational
commitment of resources. To specify a highly reliable
process, Geisinger’s physicians had to translate the
general principles found in clinical guidelincs into spe-
cific measurable process steps and behaviors for the
care team. In a discussion forum, Geisinger surgeon
Alfred Casalc, M.D., explained the effort this way:

The [professional] guidelines for coronary
grafting are about as good as any guidelines
we have focusing on surgical procedure. But
even they are very gencral, almost like ‘eat
your vegetables.’ It is hard to measure that. We
then translated those generalizations into specifics
like “eat 2 cups of broccoli every 24 hours,”
because that could be measured. ..and followed.'®

Having an open and integrated delivery system
enables Geisinger to create incentives and innovations
that can drive higher performance, both internally and
externally. Redesigned carc processes such as
ProvenCare and the advanced medical home can be
codesigned and incentivized by the health plan, yet the
benefits accrue to all of Geisinger’s patients, not just
those enrolled in the health plan. “We’re applying a
quality and value product to everybody regardless of
the insurance,” Steele said. “All of the reengineering
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and redesign of patient care accrues to the benefit of
every single patient.”

Similarly, a mixed-health-plan provider network
allows Geisinger to collaborate with and influence care
practices in non-Geisinger physician groups and hospi-
tals (Geisinger patients account for 40 percent or more
of the patient volume in 13 non-Geisinger hospitals).
For example, placing nurse case managers employed
by the health plan into both Geisinger and non-Geis-
inger primary care practices extends the system’s inte-
gration and efficiency outside its organizational bound-
aries. This arrangement allows collaborative follow-up
and performance reporting using the system-wide EHR.

Geisinger is seeking to demonstrate greater
value in the care it provides to purchasers (private and
public) as a market-based proof of principle and in the
belief that Medicare reimbursement will move toward
continuum-of-care payment and outcomes-based reim-
bursement. This transformation will require real-time
information and electronic linkages of the kind that
Geisinger is developing. Given Geisinger’s unique
market, its leaders view the organization’s ability to
create efficiencics as an opportunity to increase system
capacity and avoid making unnecessary capital expen-
ditures for new facilities as demand for services con-
tinues to rise with an aging population.

For a complete list of case studies in this series, along with an introduction and description of methods,
see Organizing for Higher Performance: Case Studies of Organized Health Care Delivery Systems—
Series Overview, Findings, and Methods, available at www.commonwealthfund.org.
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NOTES

T. Shih, K. Davis, S. C. Schocnbaum, A. Gauthier,
R. Nuzum, and D. McCarthy, Organizing the U.S.
Health Care Delivery System for High Performance
(New York: Commonwealth Fund Commission on a
High Performance Health System, Aug. 2008).

Information on Geisinger Health System was
synthesized from a telephone interview with the
individuals named in the acknowledgments; from
presentations by Steven Pierdon, M.D., Thomas
Graf, M.D., Frederick Bloom, Jr., M.D., and Mark
Selna, M.D., at the Amcrican Medical Group As-
sociation 2008 Annual Conference, Orlando, Fla.,
March 2008; from information from the organiza-
tion’s Web site (www.geisinger.org), and from other
sources noted below.

A summary of findings from all case studies in the
series can be found in D. McCarthy and K. Mueller,
Organizing for Higher Performance: Case Studies
of Organized Delivery Systems—Series Overview,
Findings, and Methods (New York: The Common-
wealth Fund, 2009).

Information in this section was drawn in part from
S. B. Picrdon and T, R. Graf, “Advanced Medical
Home—Leveraging Concepts and Data to Enhance
Quality,” a presentation at the American Mcdical
Group Association 2008 Annual Confercnce,
Orlando, Fla., March 2008.

R. A. Paulus, K. Davis, and G. D. Steele, “Continu-
ous Innovation in Health Care: Implications of the
Geisinger Experience,” Health Affairs, Scpt./Oct.
2008 27(5):1235-45.

J. Sidorov, R. Shull, J. Tomcavage et al., “Does
Diabetes Disease Management Save Money and
Improve Qutcomes?” Diabetes Care, April 2002
25(4):684-89.

Pierdon & Graf, “Advanced Medical Home,” 2008.

For example: “Out of recognition that not every
complication can be eliminated, the episode pay-
ment rate [for coronary artery bypass graft surgery]
included a discount of 50 percent from the average
related postoperative readmission cost experienced
in a two-year historical comparison group. As a
result, the financial risk of managing increased or
unchanged rates of complications was transferred
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wholly to the clinical enterprise” (Paulus, Davis &
Steele, “Continuous Innovation,” 2008).

A. S. Casale, R. A. Paulus, M. I. Selna et al.,
“ProvenCare: A Provider-Driven Pay-for-Pcrfor-
mance Program for Acute Episodic Cardiac Surgical
Care,” Annals of Surgery, Oct. 2007 246(4):613-21.
Note: Improvement trend in process reliability was
statistically significant but only discharge to home
was statistically significant among the clinical out-
comes described.

Paulus, Davis & Steele, “Continuous Innovation,” 2008,

V. Weber, F. Bloom, S. Pierdon et al., “Employing
the Electronic Health Record to Improve Diabetes
Care: A Multifaceted Intervention in an Integrated
Delivery System,” Journal of General Internal
Medicine, April 2007 23(4):379-82.

W. T. Ayoub, E. D. Newman, M. A. Blosky ctal,,
“Improving Detection and Treatment of Osteoporo-
sis: Redesigning Care Using the Electronic Medical
Record and Shared Medical Appointments,” Osteo-
porosis International, Jan. 2009 20(1):37-42.

S. Pierdon, T. Charles, K. McKinley et al., “Imple-
menting Advanced Access in a Group Practice
Network,” Family Practice Management, May 2004
11(5):35-38.

Three Gceisinger hospitals were cvaluated on CMS
Hospital Compare (only results in the top quartile
are noted in the table). Rankings for the four clini-
cal topics (heart attack, heart failure, pneumonia
treatment, and surgical care improvement) included
hospitals that reported on all measures and recorded
at least 30 patients in cach topic.

J. E. Wennberg, E. S. Fisher, D. C. Goodman ct al.,
Tracking the Care of Patients with Severe Chronic
Hliness: The Dartmouth Atlas of Health Care 2008
(Hanover, N.H.: Dartmouth Institute for Health
Care Policy & Clinical Practice, 2008). The analysis
focuscd on the last two years of life among Medi-
care patients with onc of nine chronic conditions
who died between 2001 and 2005, controlling for
differences in patients” age, sex, race, and primary
chronic diagnosis. Data on Geisinger Medical Cen-
ter are available onlinc at: www.dartmouthatlas.org.

Casale, Paulus, Selna et al., “Provider-Driven Pay-
for-Performance,” 2007.
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This study was based on publicly available information and self-reported data provided by the case study institution(s). The Commonwealth
Fund is not an accreditor of health care organizations or systems, and the inclusion of an institution in the Fund's case studies saries is not
an endorsement by the Fund for receipt of health care from the institution.

The aim of Commonwealth Fund-sponsored case studies of this type is to identify institutions that have achieved results indicating high
performance in a particular area of interest, have undertaken innovations designed to reach higher performance, or exemplify attributes
that can foster high performance. The studies are intended to enable other institutions to draw lessons from the studied institutions’
expenience that will be helpful in their own efforts to become high performers. It is important to note, however, that even the best-performing
organizations may fafl short in some areas; doing well in one dimension of quality does not necessarily mean that the same level of quality
will be achieves in other dimensions. Similarty, performance may vary from one year to the next. Thus, itis critical to adopt systematic
approaches for improving quality and preventing harm to patients and staff.
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Alternatives to the Proposed Project

The Applicants believe that the proposed project, the acquisition of Carle Clinic
Association (“CCA”™) is, on balance, the most effective and least costly alternative to the
other alternatives considered. The following narrative consists of a comparison of the
proposed project to alternative options. In this narrative, the substantive issues of cost,
patient access, quality, and financial impact on the community and payors are addressed.

The Applicants have considered a number of alternatives to the proposed transaction as
follows:

1) Do nothing — do not undertake the transaction and maintain the status quo;

2A) Proposing a project of greater or lesser scope and cost — Acquire Hospital
capacity for only the physician services most essential to Hospital operations without
integration of CCA;

2B) Proposing a project of greater or lesser scope and cost — Recruit physicians from
outside the community to develop a single health care system; and

3) Integrate CCA and its related assets and create a single health care system.
1) Do nothing - do not undertake the transaction and maintain the status quo.

With limited capital available to augment and expand existing service lines as well as in
consideration of limited health care resources, the alternative of not undertaking a
transaction and maintaining the status quo is always the starting point in project planning.
It was discarded for the reasons discussed below.

The status quo presents several key problems. Many goods and services can be readily
provided through a series of unconnected transactions. In health care, however, close
coordination over time and within care episodes improves both health outcomes and
efficiency. Close coordination is problematic in the U.S. health care system because the
financing and delivery of care is distributed across a variety of distinct entities, each with
its own objectives, obligations and capabilities. These fragmented organizational
structures lead to disrupted relationships, poor information flows, and misaligned
incentives that combine to degrade care quality and increase costs. Specific barriers that
the Hospital is currently seeking to address are discussed below.

In the current environment of separately organized providers, there are many barriers to
providing the highest quality and highest value care:

o Efficient and seamless care coordination is difficult to achieve among multiple
providers and transitions across care settings are managed with less efficiency
and more administrative burden;
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The existing care delivery system does not provide for fully aligned
collaboration. The current system is structured to optimize outcomes for the
episode of care rather than the global level for the continuum of care. Providers
(including nurses and other members of care teams) across care settings are not
responsible to nor overseen by the same management team. In separate care
systems it is more difficult to effectively and reliably collaborate to deliver high-
quality, high-value care. Also, physician and hospital quality and care goals and
initiatives are developed independently and commitment to risk and quality
management processes is not maximized;

The electronic medical record is an enabling technology for providers to pursue
quality improvement in potentially powerful ways. Separate information
technology systems, however, exist and for much of the country, linking the
electronic medical record of doctors, hospitals and clinics remains an elusive
goal. Patients’ clinically relevant information is not always efficiently available to
all providers at the point of care through electronic medical record systems.
Delays exist because providers must create interfaces to be able to share patient
information. Moreover, there are inherent issues in the current system limiting
providers’ ability to share electronic medical record data in a timely and efficient
manner. Specifically, privacy laws have been a barrier to electronic medical
record linkages amongst health care providers. Privately, information systems
manufacturers have been slow to create systems that work together because
they've wanted to emphasize their uniqueness in order to gain market share;

In a fragmented care system where there are multiple points of entry, it is more
difficult for patients to access the appropriate level of care, access pertinent
information at all hours and for providers to be fully responsive to patients’
needs. An integrated system provides transparency between the episodes of care
so that providers within the system can optimally manage disease states and
generally make the best care decisions;

The Hospital is charged with developing and adhering to multiple, discrepant
quality standards and, in the status quo, these standards are often difficult to
mesh with independent physicians’ medical practices. For example, physician
practices are not under the jurisdiction of the Joint Commission and the
accreditation process does not currently apply to CCA; however, CCA, as part of
the Hospital’s accredited organization, will be subject to the Joint Commission’s
quality standards after integration; and

Disparate medical research platforms and goals remain. Incongruent research
priorities, commitments, and incentives deter innovation in care delivery and
result in suboptimal clinical and educational advances.
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The alternative of maintaining the status quo might in the short term reduce capital costs
by postponing the payment of the purchase price but it is not the best option.

Abandoning the full integration option will not provide the long-term access and quality
benefits for patients and cost savings that the merger with CCA will provide. Nor will
the current state of affairs provide the benefits associated with long term capital cost
savings including centralized budgeting, patient access improvements, and quality
improvements that the proposed project presents. Also, the Applicants rejeted this
alternative because of the inability of separate providers to obtain the full benefits of
economies of scale which provide for reduced operating costs. Many of the savings and
quality benefits of the proposed transaction are impossible to quantify particularly in light
of the uncertain impact of any national health care reform initiative. However, other
specific examples of how the current environment is more costly than the planned project
are described below.

e The current environment causes patient confusion and increases administrative
burden and cost. One basic example is the unnecessary expenditure of human
resources in connection with duplicate form completion and counseling patients
on the distinctions between the two organizations (and, thus, separate financial
responsibilities to each provider). This confusion also results in slower
coordination of claims payments and the associated loss of the time value of
money.

e Approximately 45% of Americans are hvmg with a chronic condition, and half of
these have multlp]e chronic conditions.! Disease management promises to
achieve cost savings by improving the quality of care for chronic diseases but
better vertical integration of care is essential to the success of disease
management programs. The rationale for disease state management programs rest
not only on their cost saving but also on their effectiveness and value including
reducing hospitalizations and lowering morbidity and mortality rates. Disease
management programs are a potential "win-win" proposition for patients, payors
and health care providers. Patients, employers and taxpayers alike will benefit
when disease management programs improve care and reduce costs.

o The Hospital’s community care policy (charity care policy) does not currently
apply to CCA services. In FY 2009, this policy for Hospital services alone
provided a benefit to the community of almost $8,000,000.

Also, a significant revenue stream enhancement comes along with the capital cost of the
proposed project. Accordingly, there is no simple capital cost dollar to dollar comparison
between the proposed project and the option of “doing nothing.”

' Johns Hopkins University. Chronic conditions: making the case for ongoing care.
Baltimore, Md. Johns Hopkins University Partnership for Solutions. Available at:
http://www.rwif.org/research/researchdetail jsp?id=1502&ia=142
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2A) Acquire Hospital capacity for only those physician services essential to support
the Hospital services without integration of CCA

A second alternative considered was to address physician services integration on a
reactive, piecemeal basis to meet essential physician services requirements to support the
Hospital service lines through expansion of Carle Foundation Physician Services
(“CFPS”). The core goals of this minimal integration strategy, which would be
accomplished through contractual relationships and funding initiatives, would be as
follows:

e For the physician services most essential to support Hospital functions, hiring
individual CCA physicians for employment with the Hospital;

o Further development of physician leadership roles at the Hospital to maximize
quality improvement initiatives;

o Implementation of a Regional Health Information Exchange (a local health
information network) and a more fully integrated electronic medical record
system between CCA and the Hospital; and

e Expansion of the Hospital’s support of outlying community hospitals (most of
which are Critical Access Hospitals) in the Hospital’s secondary service area.

The hiring of additional physicians is essential to the goals of integration. The Hospital
currently provides a limited amount of physician services through a Carle Foundation
subsidiary, CFPS. CFPS includes approximately 14 emergency department physicians,
14 hospitalists, 3 neonatalogists, 1 maternal fetal medicine specialist, 5.5 pediatric
hospitalists/intensivists, 4.5 pathologists, and one sports medicine physician. CFPS also
has approximately 12 physicians and mid-level providers providing outpatient services.
Through the organization, the Hospital invests resources to partner with physicians in
order to meet needs in the Hospital’s core service lines. This strategy could be continued,
but it has been developed and used to date only to meet specific needs of the Hospital's
core inpatient and ED service lines, not the overall spectrum of physician services in the
clinic setting.

The Applicants concluded that offering employment to only a portion of the CCA
practitioners was not a viable alternative. Hiring some but not all of the individual CCA
physicians would interfere with the CCA physician collaboration that currently exists.
Also, it is not possible because of the non-competition restrictions to which each CCA
physician is bound. Because of this inherent problem, a physician acquisition strategy of
a lesser scope involving the CCA physicians is not possible. Also, any system design
with less than full integration would not achieve the same benefits offered by a

complete integration, and would interfere with the high degree of physician collaboration,
and policies, procedures, and practices to facilitate same, which currently exist among
CCA and its physicians. The more modest level of benefits that would result would not
justify the effort and expenditure particularly in light of the costs and disadvantages of
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the status quo. These costs and disadvantages of doing nothing would not, for the most
part, be addressed. Each of the integration strategies noted above offered a solution to
improve upon the delivery of health care in the community served; but, keeping the
Hospital and CCA as two distinct entities would not maximize service coordination,
eliminate redundancies in care delivery, or foster continuity within electronic medical
record. Moreover, retaining two separate entities would not eliminate duplicative
administrative functions and continue inefficiency, thus perpetuating unnecessary
spending by each provider.

2B) Recruit physicians from outside the community to develop a single health care
system.

Another strategy for integration of physicians into the organizations would be for the
Hospital to recruit new physicians to the area and employ them, rather than merging with
CCA. This alternative provides for substantially increased cost and administrative burden
on the Hospital without eliminating similar CCA costs, it would be contrary to the
interests of both the Hospital and CCA and is not likely to meet with substantial success
in either the short term or the long term. While the Hospital would be attempting to entice
new physicians, patient access and quality would continue to suffer. Furthermore, this
would create duplication of physician services because the quantity of physicians in the
community in the various practice areas is generally adequate and bringing in physicians
to the area to duplicate the services provided by CCA would create an enormous
oversupply and duplicate services. This oversupply would most certainly result in many
medical specialties failing financially.

The cost of building physician offices ranges from $125/gsf-§175/gsf (to renovate
existing space) to $275/gsf-$300/gsf (to acquire land and build new buildings). The CCA
currently occupies over 800,000 gsf. Assuming just 500,000 gsf of space for new
physicians, that means that procuring new space rather than taking over CCA space
would cost in the range of $62,500,000 to $150,000,000. With regard to recruiting costs,
the current cost on average to recruit and relocate a new physician to Champaign/Urbana
is $40,000. Physician recruitment costs for just 250 physicians (which is roughly two-
thirds of the CCA group) would cost $10,000,000. These capital expenditures would
range from $72,500,000 to $160,000,000.

Beyond these initial capital expenditures and operating costs, there are always additional
start-up operating costs involved in developing a new physician’s practice which can be
significant depending on the specialty. For example, the operating losses for a successful
primary care physician are usually about $85,000 in the first year of practice. Asis
apparent from these figures, this alternative is also very impractical from a cost
perspective when compared to the option selected.

3) Integrate CCA and its related assets and create a single health care system.
The proposed project’s purpose is the integration of the Hospital with CCA to advance

the joint goal of creating an ideal health care delivery system to provide high-quality,
cost-effective care to the community. An integrated system will maximize the ability of
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the organizations to provide the right care at the right time and will assist with the
standardization of treatment guidelines as well as improve provider adherence to such
guidelines. The proposed project will unite the complementary strengths of the two
organizations and enable them to provide the best care to every patient through integrated
clinical practice, education, and research. The integration will encourage health care
providers to coordinate patient care among multiple sites and across various health care
settings through active management and will strive towards information continuity by
creating consistent, electronic medical record systems which are available to all providers
within the system. This will significantly benefit the treatment of patients with complex,
chronic, and serious problems in emergency settings.

Sustaining change in clinical practice requires aligning management structure and care
processes both horizontally and vertically and the Hospital desires full integration to
accomplish these goals. The Applicants believe that many of the inherent problems
which exist in the current care delivery system will be significantly remedied through the
planned integration. Planned benefits are as follows:

e Maximize integration of the electronic medical record and better position the new
electronic medical record system to participate in a Regional Health Information
Exchange. A fully integrated electronic medical record will not just change the
way doctors and nurses work in hospitals and doctors' offices; it will improve the
quality of care and lower costs;

e Efficiently facilitate effective care coordination to deliver high-quality, high-value
care;

o Help ensure the availability of safety net services as discussed in the safety net
impact statement including improving access to ambulatory care services

e Expand the Hospital’s charity care policy to the broad array of ambulatory care
services that will be integrated into the Hospital system;

e Create clear accountability for the total care of patients through unified
management and clear chains of command,;

¢ Support a teamwork approach across care settings and align physician and
Hospital quality and care goals and initiatives including participation in the
various government-sponsored demonstration projects relating to the vertical
integration of care delivery;

e Maximize provider commitment to risk and quality management processes and
enable coordination of effort for patient safety and quality improvement

initiatives;

o Ensure the right care is delivered at the right time in the right place and eliminate
access barrters to appropriate care;
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¢ Establish and implement unified research priorities, commitments, and incentives
to encourage innovation in care delivery and deliver clinical and educational
advances;

e Maintain centralized capital planning to eliminate unnecessary technology
investments;

¢ Reduce hospitalizations by improving access to ambulatory services for
conditions which are potentially preventable through greater coordination and use
of such services;

¢ Enable the implementation of disease state management programs to provide a
systematic population-based approach to medical care designed to standardize and
improve provider adherence to treatment guidelines. Integration gives the
flexibility and efficiency of utilizing staff for inpatient and outpatient services
when appropriate and focus on a defined patient population rather that a point of
care; and

¢ Facilitate the Hospital’s regional outreach efforts to smaller, rural hospitals in
outlying areas.

Finally, health care reform proposals emerging from Washington are signaling a shift
away from fragmented, volume-based payments to more unified payments based on
episodes or populations with more accountability for high-value care. Health care reform
requires a high level of systemic integration between all health providers and delivery
systems across the many places in which care is provided. Through this coordination
people will be able to receive the right care at the right time in the right place. The
Hospital will be better positioned to respond to federal mandates for care delivery in an
integrated environment.

Cost/Benefit Analysis
The highlights of a cost-benefits analysis of the various alternatives are as follows:

Doing Nothing: If the Applicants do nothing, community need will not be fully met, and
access and quality will remain at the current level or will erode. The U.S. health care
system threatens the economy with an ominous future. Without prompt and significant
changes in the way that health care is organized in this country, the breakdown of care
systems is imminent. Doing nothing is likely to result in even higher costs for lower
quality of care, reduced access, rising inefficiency, and more patient dissatisfaction. The
health care crisis in this country implicates more than the quality of health care but plays
into the economic stability of the nation as a whole.

Avoidable hospitalizations and suboptimal management of chronic illnesses are just two
of many dilemmas that exacerbate the nation’s health care crisis. At many levels, the
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Hospital is pleased with the level of care that is offered in its community but its
community is not immune to the national threats to the care delivery system and it has
certainly been affected by the rising costs of health care. With each barrier to the highest
quality, highest value care described above, there is a cost. Sometimes these costs can be
described as direct costs but many times the subjective value of life and good health are
inexorably intertwined and it is impossible to fully identify all the costs to society of a
missed opportunity to overcome the impediments to better, more cost effective care.

Less integrated care increases costs not just for the providers but also for patients and
payors alike.

As for economies of scale, in 2007, health care spending in the United States accounted
for 16.2 percent of the nation’s Gross Domestic Product and, according to the Henry J.
Kaiser Family F oundatlon one of the major factors driving the cost of health care today
is administrative costs.? In this report, the Kaiser Foundation estimates that at least 7
percent of health care expenditures is made on “administrative” functions, and may even
exceed 30 percent in some provider systems which is substantially higher than
government health care administration and, therefore, a signal of inefficiencies in the
private system The Kaiser report continues by stating “controlling health care costs”

a “key tenet for broader economic stability and growth, and President Obama has made
cost control a focus of health reform efforts under way.”* Moreover, the report highlights
the major proposals that exist to contain costs, which include “greater use of technology .

. [and] improving quality and efficiency [by] . . . decreasing unwarranted variation in
medical practice and unnecessary care.”

Lesser Scope Project: In contrast to doing nothing, a minimal physician affiliation
strategy may better address community need as the charity care policy would be extended
to these services. Quality of care also has some potential for improvement. The capital
costs for the acquisition of physician services through recruitment was discussed above
and could be as high as $160,000,000 plus start up costs for each physician. Given that
the $250 million purchase price for the option selected includes a number of non-clinical
assets such as the health insurance plan and some joint venture interests, the selected
option of merging with CCA is a better option when comparing the capital expenditures
associated with the two options.

Integrate CCA and its related assets and create a single health care system: As delineated
above, there are numerous benefits to the proposed transaction. As described, these

2 U.S. Health Care Costs, Background Brief (The Henry J. Kaiser Family Found.,
Washington, DC, July 2009) available at http://www kaiseredu.org/topics_im.asp?imID
=1&parentID=61&1d=358.
3 Id.; see also Steffie Woolhandler, et al., Costs of Health Care Administration in the
United States and Canada, N. ENGL. J. MED. 349, at 768 (Aug. 21, 2003) (reporting that
health care administrative expenses are as high as 31 percent of health care expenditures
in the U.S.).
‘; U.S. Health Care Costs, BACKGROUND BRIEF supra note 4.

Id.
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benefits will improve access and quality of care for the community as a whole. The
project will expand the availability of charity care services in the community and will
also bolster the position of the Hospital as a safety net services provider as further
described in the Safety Net Impact statement. The $250,000,000 transaction price
involves the acquisition of not only the medical practice but also of its investments in
health insurance businesses as well as certain other investments.

With regard to disease management, the Applicants believe more comprehensive
evidence of savings from these programs will emerge as programs evolve and are further
tested. If the two organizations remain separate, no economies of scale will be achieved.

9950085
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Size of Project

. This project involves the acquisition of a medical practice to be operated in existing
spaces that will not be modified. There is no construction, modernization or demolition

of spaces involved in this project, therefore this section is not applicable.
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Project Services Utilization

The proposed project does not include the establishment, expansion, modernization or discontinuation
of any health care facility or category of service as those terms are defined under applicable HFSRB
law and rules. Nor does the proposed transaction involve the change of ownership of a health care
facility. Rather, the project involves a capital expenditure for clinical service areas other than a
category of service in excess of the current capital expenditure minimum ($11.5 million). The
services affected and their associated units of service and volumes are included in the chart below.

The chart provides a summary of units of service provided by CCA and CFH during the last calendar
year, separated by categories of service.

Summary of Service Volumes - CY 2008

Service Units / # of Pieces of #of Rooms Historical
Equipment Equipment Utilization
Type
Clinical Professional Services | Work RVU’s NA NA 2,159,650
Total RVU’s NA NA 3,284,822
MRI1 Machine 6 6 13,610 exams
Lab Tests Number of Tests NA NA 1,377,658 tests
General X-Ray and Machines 36 2] 130,852 exams
Radiology”
Breast Imaging Machines 6 6 38,919 exams
Ultrasound & OB Sono Machines 18 14 37,531 exams
Angiography Room’ Machines 10 10 6,729 exams
CT & PET/CT Machines 6 6 38,658 exams
Nuclear Medicine Machines 4 4 6,142 exams
Cardiac Diagnostic Visits 38 NA 60,421 exams
Carle SurgiCenter Operating Rooms NA 5 5,718 cases’
DEXA Machines 3 3 5,476 exams

. ! Data provided consists of 5 rooms and 1 mobile unit,

? This data row represents diagnostic and interventional radiology and/or imaging and therapeutic radiology.
* The data here will be repeated for cardiac diagnestic because the same rooms and equipment arc used for different procedures types.
! The data provided for Carle SurgiCare represents the period of July 1, 2008 to June 30, 2009, not calendar ycar 2008.
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Section VI Mergers, Consolidations, and Acquisitions

. This transaction does not involve regulated facilities (that is, an Ambulatory Surgical
Treatment Center, a hospital, a dialysis facility, or a nursing home). Therefore this
section is not applicable.
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Section VII Categories of Service Review

This transaction does not propose establishment, expansion, or modernization of any
category of service that is subject to Certificate of Need review, as provided in the Illinois
Health Facilities Planning Act [20 ILCS 3960]. Therefore this entire section is not
applicable.
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Section VIIT H — Non-Hospital Based Ambulatory Surgery

Section 8.H on page 33 of the CON application, entitled “Non-Hospital Based
Ambulatory Surgery” is applicable to projects proposing to establish or modernize a non-
hospital based ambulatory surgical treatment center or to the addition of surgical
specialties to such a facility. Neither such action is contemplated and this criterion is not
applicable.

Currently, the Carle Foundation has a 51% interest in and controls Champaign
SurgiCenter. As part of the proposed transaction, The Carle Foundation will acquire the
remaining 49% interest. Therefore, upon completion of the proposed project, the Carle
Foundation will operate the surgery center as a wholly-owned subsidiary.
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Section VII R - Clinical Service Areas Other Than Categories of Service

The proposed project does not include the establishment, expansion, modernization or discontinuation
of any health care facility or category of service as those terms are defined under applicable HFSRB
law and rules. Nor does the proposed transaction involve the change of ownership of a health care
facility. Rather, the project involves a capital expenditure for clinical service areas other than a
category of service in excess of the current capital expenditure minimum ($11.5 million). The
services affected and their associated units of service and volumes are included in the chart below.

The chart provides a summary of units of service provided by CCA and CFH during the last calendar
year, separated by categories of service.

Summary of Service Volumes - CY 2008

Service Units / # of Pieces of #of Rooms Historical
Equipment Equipment Utilization
Type
Clinical Professional Services | Work RVU’s NA NA 2,159,650
Total RVU’s NA NA 5,284,822
MRI Machine 6 6 13,610 exams
Lab Tests Number of Tests NA NA 1,377,658 tests
General X-Ray and Machines 36 21 130,852 exams
Radiology”
Breast Imaging Machines 6 6 38,919 exams
Ultrasound & OB Sono Machines 18 14 37,531 exams
Angiography Room® Machines 10 10 6,729 exams
CT & PET/CT Machines 6 6 38,658 exams
Nuclear Medicine Machines 4 4 6,142 exams
Cardiac Diagnostic Visits 38 NA 60,421 exams
Carle SurgiCenter Operating Rooms NA 5 .5,718 cases
DEXA Machines 3 3 5,476 exams

' Data provided consists of 5 rooms and 1 mobile unit.
2 This data row represcnis diagnostic and intcrventional radiology and/or imaging and therapeutic radiology.
* The data here will be repeated for cardiac diagnostic becausc the same rooms and equipment are used for different procedures types.
* The data provided for Carle SurgiCare represents the period of July 1, 2008 to June 30, 2609, not calendar year 2008.
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Financial Feasibility

October, 2009

Note regarding bond letter:

Fitch Ratings has issued that attached rating letter which provides The Carle Foundation
an “A” range bond rating. This rating applies to both The Carle Foundation and Carle
Foundation Hospital which are both members of the Obligated Group under the Master
Trust Indenture dated March 1, 2009. As such, they are jointly and severally liable for
the outstanding note obligations issued under the Master Trust Indenture that secure the
outstanding bonds issued on their behalf. Attached (also at Attachment 75) are selected
pages from the Master Trust Indenture to confirm that both of these entities are members
of the Obligated Group and, therefore, the subject of Fitch’s “A” rating.
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K] _ FitchRatings

Ding State Streel Plaz T 212 908 0550 7 800 7EH FITGH
Maw Yok, NY 1004 wemcitoaratings.oom

March 6, 2009

Mr. Scott Hendrie
Director of Finance
The Carle Foundation
611 West Park Street
Urbana, IL 61801

Re: $25,000,000 lllinois Finance Authority
Variable Rate Demand Revenue Bonds, Series 2009B
(The Carle Foundation)

Dear Mr, Hendrie:

. Fitch Ratings (“Fitch") has assigned a rating of ‘AA-/F1+' to the above-referenced bonds. The rating is
based on the support of the irrevocable, direct-pay letter of credit provided by The Northern Trust
Company. The rating on the bonds will expire on the earliest of: March 18, 2012, the stated expiration date

of the letter of credit, unless such date is extended; any prior termination of the letter of credit; or
defeasance of the bonds.

Ratings assigned by Fitch are based on the documents and information provided to us by the issuer and
its experts and agents and are subject to receipt of final closing documents in form satisfactory to Fitch.
Fitch does not audit or verify the truth or accuracy of such information.

The assignment of a rating by Fitch shall not constitute a consent by Fitch to the use of its name as an
expert in connection with any registration statement or other filing under U.S., U.K, or any other relevant

securities laws.

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other person, to buy,
sell, make or hold any investment, loan or security or to undertake any investment strategy with respect to
any investment, loan or security or any issuer. Ratings do not comment on the adequacy of market price,
the suitability of any investment, loan or security for a particular investor (including without limitation, any
accounting and/or regulatory treatment), or the tax-exempt nature or taxability of payments made in
respect of any investment, loan or security. Fitch is not your advisor, nor is Fitch providing to you or any
other party any financial advice, or any legal, auditing, accounting, appraisal or actuarial services. A rating
should not be viewed as a replacement for such advice or services.

It is important that you promptly provide us with all information that may be material to the rating so that
our ratings continue to be accurate. Ratings may be raised, lowered, withdrawn, suspended or placed on
Rating Watch due to changes in, additions to, the accuracy of or the inadequacy of information or for any
other reason Fitch deems sufficient.

[t
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Mr. Scott Hendrie

The Carle Foundation

Rating letter of March 8, 2009
: Page Two

Nothing in this letter is intended to or should be construed as creating a fiduciary relationship between
Fitch and you or between us and any user of the ratings. Nothing in this letter shall limit our right to
publish, disseminate or license others to publish or otherwise disseminate the ratings or the rationale for

the ratings.

We are pleased to have had the opportunity to be of service to you. if we can be of turther assistance,
please contact us.

Sincerely,

Joseph Staffa
Senior Director
Public Finance

cc:  Jeffrey Ellis—Goldman Sachs
David J. Kates—Jones Day
Mary Wilson—Sonnenschein Nath & Rosenthal LLP
Michael Schrader—Orrick Herrington & Sutcliffe
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MASTER TRUST INDENTURE

AMONG
THE CARLE FOUNDATION,

THE CARLE FOUNDATION HOSPITAL,
CARLE HEALTH CARE INCORPORATED,
CARLE RETIREMENT CENTERS, INC.
AND

WELLS FARGO BANK, NATIONAL ASSOCIATION,
. as Master Trustee

Dated as of March 1, 2009

! . CHI-1650718v9
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THIS IS A MASTER TRUST INDENTURE dated as of March 1, 2009 (the
“Master Indenture™) among The Carle Foundation (the “Corporation”), The Carle
Foundation Hospital (the “Hospital”), Carle Health Care Incorporated (“Health Care™)
and Carle Retirement Centers, Inc. (“Retirement Centers™), each, an Illinois not for profit
corporation, and Wells Fargo Bank, National Association, a national banking institution
duly established, existing and authorized to accept and execute trusts of the character
herein set out under and by virtue of the Jaws of the United States of Amcrica, with its
designated corporate trust office, domicile at post office address in Chicago, Illinois,

herein called the “Master Trustee”.

RECITALS:

WHEREAS, the Corporation, the Hospital, Health Carc and Retirement Centers are
authorized by law, and deem it necessary and desirable that they be able, 1o issue
evidences of indebtedness secured hereby of several series (collectively, the
“Qbligations”) in order to secure the [inancing or refinancing of health care facilities and

for other lawful and proper corporate purposes; and

WHEREAS, the Corporation, the Hospital, Health Care and Retirement Centers also
desire 10 provide in this Master Indenture for other legal entities to join with the
Corporation, the Hospital, Health Care and Retirement Centers in the future in pooling
credit resources in order to achieve lower borrowing costs and to become jointly and
severally liable with the Corporation, the Hospital, Health Care and Retirement Centers
and other such entities for the payment of the Obligations and the performance of all
covenants contained herein; the Corporation, the Hospital, Health Care and Retirement
Centers and each legal entity incurring such joint and several liability in accordance with
the terms hereof are herein referred to individually as a “Member ™ and collectively as the

“Members” or the "Obligated Group, " and

WHEREAS, in order to declare the terms and conditions upon which Obligations of
each series are authenticated, issued and delivered, and in consideration of the premises,
of the purchase and acceptance of Obligations of each series by the holders thereol and of
the sum of One Dollar to it duly paid by the Master Trustee at the execution of these
presents, the receipt whereof is hercby acknowledged, the Corporation, the Hospital,
Health Care and Retirement Centers (and each future Obligated Group Member)
covenant and agree with the Master Trustee, for the equal and proportionate benefit of the
respective holders from time to time of Obligations of each series, as follows:

Granting Clauses

That each Obligated Group Member, in consideration of the premises and of the
purchase of the Obligations and of other good and lawful consideration, the receipt of
which is hereby acknowledged, and to secure the payment of the principal of, premium, if
any, and interest on the Obligations, and payments on Obligations securing Dcrivative
Agreement Scheduled Payments and Derivative Agreement Termination Payments on
Interest Rate Agreements, and the performance and observance of all of the covenants
and conditions herein or therein contained, has executed and delivered this Master
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Carle Foundation Hospital
611 West Park Street, Urbana, IL 61801-2595 Phone: (217) 383-3311

October, 2009

Ms. Courtney Avery

Acting Chairperson

Illinois Health Facilities and Services Review Board
525 West Jefferson Street

Springfield, Illinois 62761

RE: Carle Foundation Hospital and the Carle Foundation acquisition of the Carle
Clinic Association: Conditions of Debt Financing

Dear Ms. Avery:

The selected form of debt financing the project will be at the lowest net cost available or

. if a more costly form of financing is selected, that form is more advantageous due to such
terms as prepayment privileges, no required mortgage, access to additional debt, term
(years), financing costs, and other factors.

Sincerely,
ﬁn M. ZlydEr Robert Tonkin /
Executive Vice President Senior Vice President
and COO and CFO
Notarization:

Subscribed and sworn ﬁef re
me this_ P day of

Singture of Notary
seal

“OFFICIAL SEAL" 1
VIRGINIA A. CLARK
Notary Public, State of Hinols
My commission expires 04/16/11

.y
R g Poing s}
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. Cost and Gross Square Feet by Department or Service

This project involves the acquisition of a medical practice to be operated in a existing
spaces that will not be modified. There is no construction, modernization or demolition
of spaces involved in this project, therefore this section is not applicable.
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Major Medical Equipment

This project does not involve the acquisition of Major Medical Equipment, defined by the
Code as medical equipment exceeding $11,500,000, therefore this section is not
applicable.
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Itemization of Other Costs to be Capitalized

The $245,377,783 fair market value purchase price being paid for Carle Clinic
Association (“Clinic™) by Carle Foundation Hospital was determined in consideration of
both the Clinic assets being acquired as well as the Clinic liabilities being assumed by
Carle Foundation Hospital. Therefore, the Other Costs to be Capitalized figure contained
in the Project Costs and Sources of Funds table reflects the following assets and

liabilities:

$45,528,000 Cash

$112,728,000 Net Working Capital
$94,771,000 Fixed Assets

$24,000,000 Joint Venture Minority Interests
$121,872,000 Intangible Assets and Goodwill
($59,188,000) Interest-bearing Debt
($50,400,000) Pension Liability
($11,500,000) Retiree Medical Liability
($27.811.000) Other Operating Liabilities
$250,000,000 TOTAL including land
-$4,622,217 Land Value

$245,377,783 TOTAL excluding land

Notes:

The Carle Foundation is also acquiring land with a value of $4,622,217 for a total
purchase price of $250,000,000.

“Other operating liabilities” reflect certain liabilities to be assumed by Carle Foundation
Hospital related to employee time off, professional tail liability coverage, ancillary
contract adjustments and adjustments for potential future taxes payable by Carle

Foundation Hospital.
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. Review Criteria Relating to Economic Feasibility

The table below provides information regarding costs as they relate to patient days.
Line 4 of the tables addresses Criterion 1120.310(d), Projected Operating Costs.

Line 5 of the tables addresses Criterion 1120.310(e), Total Effect of the Project on
Capital Costs.

Line Projected FY 2011
1 Equivalent Patient Days 311,045
2 | Total Capital Cost $53,298.00
3 | Total Operating Expense $786,209.00
4 | Capital Cost per Equivalent Patient Day $171.35
5 | Operating Cost per Equivalent Patient Day $2,627.64
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Safety Net Impact Statement
This Safety Net Impact Statement provides information to show:

o How the proposed application positively impacts safety net services within the
community served by Carle Foundation Hospital; and

¢ Specifically details how the charity care policy of the Hospital will be extended to
the integrated physician services being brought into the Hospital organization.

One of the goals of a health care system should be to provide the same health care
experience regardless of patient demographics and socioeconomic status. Despite being the
richest nation in the world, the U.S. health care system leaves millions without insurance
coverage and ranks poorly on measures of health system performance and equity in access
relative to our massive investment in health care. The Institute of Medicine’s 2000 report
on safety net health care services entitled, “America’s Health Care Safety Net: Intact but
Endangered” cited three dynamics that providers and policymakers were urged to focus on
in making decisions affecting the health care delivery and reimbursement system. Those

factors were:

o The precarious financial situation of many providers that render care to Medicaid,
uninsured, and other vulnerable patients;

¢ The changing financial, economic, and social environment in which these providers
operate; and

¢ The highly localized and fragmented "patchwork" structure of the safety net.
1. Impact on Essential Safety Net Services in the Community.

The proposed integration will have a positive impact on the community’s essential safety
net services and will address all of the dynamics cited above.

Carle Foundation Hospital’s Safety Net Services.

By creating an integrated health care delivery system, the Hospital will be able to
emphasize the strengths of each organization and improve the delivery of health care
services in central Illinois. As an integrated organization, Carle will coordinate core
services more effectively and fill crucial service gaps. The project will support the
development of infrastructure, such as information systems, seamless care delivery and
clinical protocols that will help providers improve access to existing services and promote
the efficiency of the care that is delivered. As a result, the vulnerable populations in the
community, such as low income families, individuals coping with chronic illness, uninsured
patients, and the population as a whole will benefit.
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The Hospital directly operates numerous safety net programs, including pediatric services,
obstetrics services, neonatal intensive care services and a Level 1 trauma center emergency
department. Its Neonatal Intensive Care Unit and obstetrics programs support its
designation as a Level I1I perinatal program in the State’s network which provides
necessary care for high-risk obstetrics patients and their babies. The Hospital’s intensive
care and surgical programs support complex neurosurgical procedures which are not
otherwise available in the community. Further, the stroke program it operates is of
foremost importance in safeguarding against the otherwise significant mortality and co-
morbid conditions experienced by stroke patients.

This transaction will not only support all of these safety net services, but will actually
enhance the delivery of health care by creating an integrated health care system that
increases efficiencies and better-coordinates care delivery to each patient served. As a
unified entity, there will be a reduction in administrative hurdles and increased ability to
provide patients both hospital and ambulatory care services as coordination of care becomes
streamlined and does not have to be managed between multiple entities. The proposed
project will bring local health care delivery in line with some of the greatest health care
delivery models in our nation, replicating best practices used at leading institutions such as
the Mayo Clinic, Kaiser Permanente and Geisinger Health System.

Essential Ambulatory Care Services.
Primary gaps and barriers that exist in the current ambulatory care delivery system include:

s Over-reliance on hospital emergency rooms due to access barriers for ambulatory
care;

e Disparate and fragmented delivery systems;

e Issues of access to primary and specialty health care providers available for certain
populations;

e Lack of health insurance; and

e Underfunded and historically low Medicaid reimbursement rates that compromise
access.

Carle Foundation Hospital, like most other hospitals, is profoundly affected by the
availability of safety net ambulatory care throughout the community. Hospitals serve as the
provider of last resort and deficiencies in the ambulatory care system ultimately manifest
themselves in hospital emergency rooms. This proposed integration stands ready to
ameliorate many of the service gaps.

Both the Hospital and Carle Clinic Association share the vision of working together to
bring quality, affordable health care to all patients. Based on the planned integration, the
Hospital will acquire essential primary care physician services as well as specialty
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physician services. Accordingly, these physician services will be provided by a fully
integrated health care system. This is an essential step towards enhancing primary care
services because patient care benefits from improved coordination between physicians and
other providers in a health care provider network. Also, the provision of physician services
by the Hospital will help ensure that the physician practice serves as a medical home for
patients through which to receive acute, chronic, and preventive health care services. The
goal is to reduce episodic care based on illnesses and patient complaints. Care coordination
will be enhanced with an emphasis on patient health literacy and a long-term healing
relationship. The initial focus for establishing these “homes™ will be directed on the most
medically vulnerable populations including high-risk obstetrics patients and chronically-ill
patients, including those affected by childhood obesity.

Of paramount importance, the Hospital plans to extend its charity care policy to include the
acquired physician services. This charity care policy is included with this attachment. Due
to poor allocation of payor funding for some of the core safety net services, this issue is one
that is often confronted within a private medical practice.

With further regard to ambulatory care, the Hospital will be better positioned to continue its
collaboration with other public providers of safety net services. One of these providers to
which the Hospital provides direct financial support is Frances Nelson Health Center, the
Federally Qualified Health Center in Champaign County. This Federally Qualified Health
Center provides access to care regardless of a patient’s insurance status or ability to pay.'
The Hospital also makes grant money available to the Champaign-Urbana Public Health
District. These funds are used in part for the Adult Dental Access Partnership, which
provides dental services for people of all ages with Medicaid, children with limited ability
to pay, and adults. The Hospital’s funding also paid for a 40-foot RV to serve as a mobile
unit for dental and vision screenings, portable dental equipment, and equipment for two
dental treatment rooms at the Champaign-Urbana Public Health District.

Ensuring a Safety Net in Outlying Rural Communities

The Hospital also works with other area hospitals to strengthen the overall health care
network in the region using the motto “exceptional patient care, close to home.” Outlying
community hospital partners are essential in the Hospital’s mission to elevate the level of
care accessible to the families of east central Illinois. These outlying hospital partners have
vital roles in the spectrum of health care services and their mission is thoroughly enhanced
through collaboration with our tertiary care facility.

The availability of health care services in outlying areas provides essential primary and
acute care services. Carle, as a regional tertiary care partner assists in providing the next
tier of specialty services when needed. The collaboration between the two levels of care

! In November of 2006, Frances Nelson Health Center opened its new doors to the community in a new
14,000-square-foot facility featuring 17 exam rooms to accommodate an estimated 6,500 additional patient
visits during its first two years of operation. The Hospital purchased the building and upgraded it at a cost of
about $1.1 million. The Hospital rented the building to Frances Nelson Health Center for $1 per year for the
first three years and pays a large portion of its facility operating expenses on an ongoing basis.

Attachment -77
(22




facilitates the expeditious, cost effective and respectful movement of patients between the
local and tertiary care facilities according to pre-determined care protocols. This system
supports, develops and enhances local health care services, while insuring the safety net of
a partner tertiary care hospital.

This partnership involves not only the inpatient hospital services and specialty outpatient
diagnostic and treatment facilities provided by the Hospital. Physician services are also
essential. For example, Hoopeston Regional Health Center is supported by visiting
specialist physicians who visit on a regular basis to provide otherwise unavailable specialty
care services. The ultimate goal that will be achieved by the integration is to create a
coordinated health care system that finds the best way to meet community needs, especially
when there is a need to manage complex medical conditions being treated by multiple
health care providers. This transaction will further bolster the Hospital’s ability to improve
access to physician services at those outlying hospitals as well as to deliver specialty
services that allow community members to stay in the area to receive a broad array of
services to diagnose and treat complex illnesses and injuries.

The Hospital provides further safety net support for outlying rural community residents
through telemedicine services for the delivery of clinical care.” Telemedicine is shown to
be most beneficial for populations living in isolated communities and remote regions, such
as the sparsely populated communities in the Hospital’s outlying service area, and is
currently being applied in virtually all medical domains. Specialists residing in more
populated areas use telemedicine often and find it as a useful communication tool with the
general practitioners who routinely provide care in more rural areas. The Hospital will be
able to widen the access to specialist services as a result of this integration because more
physician specialists will be employed directly by the Hospital, making their services
available to a larger service area.

2. Impact on the Ability of Other Providers or Health Care Systems to Cross-Subsidize
Safety Net Services.

The proposed transaction will not impair the ability of other safety net providers in the
community to care for, nor place any barriers upon, area residents seeking health care
services because of a lack of insurance, an inability to pay, special needs, ethnic or cultural
characteristics, or geographic isolation. The proposed transaction will not adversely impact
the ability of other hospital providers or community health providers to serve patients
seeking safety net services.

Five hospitals provide health care services in Hospital Planning Area D-01, including the
Hospital. Of these providers, the Hospital continues to be a community leader in providing
both Medicaid and charity care services. The Hospital supports vulnerable populations by
providing both inpatient and outpatient care to Medicaid patients and the uninsured. This
commitment to provide safety net services will only be enhanced upon the integration of

2 Telemedicine is a rapidly developing application of clinical medicine where medical information is
transferred through modern technology (i.e. the Internet) for the purpose of consulting on or performing
medical procedures or examinations on patients.
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services provided by the Hospital and Carle Clinic Association by allowing a greater level
of physician services to be provided.

Furthermore, this project will not impair the Frances Nelson Health Center’s ability to care
for patients. Upon approval of this application, the Hospital intends to continue supporting
vital health care providers by continuing to support the local Federally Qualified Health
Center to ensure that the health care needs of area residents are addressed at all points of
entry into the community’s health care system. In sum, the proposed transaction will
actually help other providers because the Hospital is a key provider of safety net services to
persons on Medicaid and charity care in central Illinois and will continue its commitment to
the community well beyond this transaction.

3. No Discontinuation of Safety Net Services

No services or equipment will be reduced or eliminated as part of this transaction.
Accordingly, other providers or health care systems will not be required to cross-subsidize
safety net services because this transaction does not alter the amount or scope of services or
equipment that is currently provided independently by both the Hospital and Carle Clinic
Association.

Furthermore, the proposed transaction does not propose the discontinuation of any facility

or category of service. As a result, an analysis regarding how reduced services will impact
the community is not applicable.

Additional Safety Net Impact Statement Information

1. Charity Care Information

Charity Care FY 07 FY 08 FY 09
Inpatient # of patients 1,971 2,225 1,842
Actual cost $4.834,624 $5,946,848 $4,931,157
Qutpatient # of patients 9,230 10,615 10,043
Actual cost $2,039,822 $2,712,484 $2,869,650
Total Actual Cost $6,874,446 $8,659,332 $7,800,807
2. Medicaid Information
Medicaid FY 07 FY 08 FY 09
Inpatient # of patients 2,292 2,432 2,818
Actual cost $23,487,706 $22,353,016 $30,556,974
Outpatient # of patients 17,360 18,643 20,304
Actual cost $3,316,478 $4,228,656 $5,570,834
Total Actual Cost $26,804,184 $26,581,672 $36,127,808
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3. Additional Information Relevant to Safety Net Services

The following documents are included in this application because they are relevant to
safety net services in the applicant’s planning area.

Annual Community Benefit Report for 2008 (Attachment-77)
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Policy# 200

POLICY AND PROCEDURE
. Revised: October 8th, 2009

CARLE FOUNDATION

SUBJECT:  Community Care Discount Program

PURPOSE:  To identify and assist those patients who are uninsured or underinsured
and who are financially eligible to receive discounts for specified medical expenses
through the Community Care Discount Program. The Carle Foundation will consider
each patient’s ability to contribute to the cost of his or her care and Carle Foundation’s
financial ability to provide discounts for the care received.

SCOPE: Medically necessary care rendered by an eligible Carle Foundation entity.
Eligible entities are:

Carle Foundation Hospital

Carle Clinic Physician Group

Carle Foundation Physician Services

Carle Arrow Ambulance

Champaign Surgicenter, LLC

Carle HomeCare including Carle Hospice and Carle Home Infusion

* @& & & & @

STATEMENTS OF POLICY:

A. Any patient or responsible party may apply for Community Care. Patients
must reside in a primary or secondary service area or be referred to Carle from
another hospital or provider. Primary and secondary service areas are listed on
Attachment 1.

B. Carle Foundation desires that all patients be aware of the Community Care
program, that those eligible be identified as early in the care and billing
process as possible, and that the process be as simple as possible for the
patient while maintaining the financial controls and stewardship necessary to
protect the organization. Consistent with these principles, the following items
are required from applicants:

1. Verification of income for the previous 12 months is required.
Income eligibility will be based upon the most current Federal
Poverty Guidelines.

2. An application for government assistance must be completed if the
patient appears to meet eligibility criteria. When appropriate,
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Social Services will use a screening checklist to assist in
determining if the patient would qualify for government assistance.

a. Failure to complete the government program application
process and/or failure to cooperate during the application
process will result in an automatic denial for Community
Care.

b. Patients who are determined to be homeless with no
verifiable address, phone, or income can be exempted from
the government program application requirement.
However, if these homeless patients have inpatient
services, a referral should be initiated to assist with the
completion of the government program application process.

c. Patients who have a third party payment source that will
reimburse more than the govemment program reimbursement
will be exempted from the application requirement.

d. Patients who qualify for Public Aid without a spend down
will be eligible for a 100% discount for those visits prior to
the three month backdating that Public Aid allows. A copy
of the Public Aid eligibility will be maintained as
documentation of financial need, a community care
application will not be required.

3. Liquid assets will be taken into consideration during the Community
Care application process. Liquid assets exceeding $2000 will be
added to the applicant’s income total for the past 12 months. IRAs,
401ks, and 403b retirement funds will not be considered as liquid
assets. Distributions from these funds will be considered as income
to the applicant for the income determination.

4, If the applicant’s income is equal to or less than 200% of the federal

poverty level at the time of submission, the Community Care
discount will be 100%, greater than 200% but less than or equal to
230% of the federal poverty level will receive a 75% discount,
greater than 230% but less than or equal to 270% of the federal
poverty level will receive a 50% discount, and greater than 270% but
less than or equal to 300% of the federal poverty level will receive a
25% discount.
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5. Patients that receive a determination under the Community Care
Program may reapply in six months in the event there are substantial
or unforeseen material changes in their financial situation. The
Supervisor and Director of Patient Accounting will conduct the
review jointly.

6. Applicants may appeal Community Care discount determinations to
the Director of the Patient Accounting Office or the Chief Financial
Officer.

. The Community Care discount will apply to the patient balance of the account

after all other payments from sources such as Medicare, Insurance Companies,
or lawsuit settlement funds are received and posted. If the patient has been
making personal payments the Community Care discount will be applied to
the financial responsibility that was remaining three months prior to the date
the application was signed.

. Long-term patients that have been approved for the Community Care

Discount Program must re-apply annually.

. Patients that have been referred to a collection agency may request a

Community Care Discount application if a judgment has not yet been obtained
in court.

. Carle will not:

¢ Authorize body attachments

e Assert liens against owner occupied homes or other personal property
(which does not include the proceeds from any third party liability
claim(s})

o Institute “no more service” actions for financial reasons against patients
eligible for Community Care discounts

. Medical care that does not meet medical necessity guidelines as defined by

The Carle Foundation is excluded from Community Care Program discounts.
Services such as cosmetic surgeries, infertility services, dental services,
experimental services, screenings and bariatric surgeries are not eligible for
Community Care Program discounts. Non-emergent out-of-network care that
would be paid by the patient’s insurance company elsewhere will not be
eligible for Community Care since the patient has the ability to have their
health care needs met.

. A minimum copay of $10 will be collected from or billed to the patient for

physician office visits. If a patient qualifies for less than a 100% discount and
has a financial obligation remaining after the discount is applied of greater
than $10, this larger amount will be collected from or billed to the patient.
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PROCEDURE:

A. Patients with financial concerns should be identified as soon as possible in the
. registration or treatment process.

1. A referral to Social Services or directly to a government program
should be completed to obtain a determination of eligibility for Public
Assistance. Patients who fail to cooperate with the government
program during the application process will automatically be denied
for Community Care.

a.

If the patient does not meet the eligibility criteria for a
government program or if they have a spenddown, they may
be eligible for a Community Care discount.

The application for Community Care discounts will be
available in registration areas, the Patient Accounting offices,
SBU Business Offices, the Cashier areas, Social Services or
on the Carle website (www.carle.org).

The Community Care application should be completed and
returned within 60 days of discharge or service whenever
possible.

If the Community Care application is not returned, a
notification letter will be mailed to the patient/responsible
party that indicates the billing will commence unless the
application is received.

2. The completed application should include:

a.

Income and asset verification for the 12 months immediately
prior to the date of the application and the most recent
income tax return form, if applicable. This verification may
consist of:

—

Pay stubs or check with year-to-date totals or

2. Letter from employer showing current salary and year
to date income.

3. Verification from Social Security of the monthly
benefit amount or deposit slips showing the amount of
the Social Security checks.

4. Copies of bank statement to verify checking and

savings account balances.
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b. The patient or responsible party must provide verification of
family size.

1. Family size will include only those dependents listed
on tax returns or otherwise verified.

B. A written determination will be sent to the applicant within 10 working days
of receipt of the complete application. If the application is approved, the
patient’s account will be adjusted as soon as possible to reflect the discount.

C. Patients that qualify for a partial discount of the balance will be required to
pay the remaining balance due and will be allowed as any other private pay
account to make reasonable payment plan arrangements.

D. Individuals with income up to 400% of the Federal Poverty level will have
their personal financial responsibility capped at 40% of their annual gross
income.

E. When the application has been processed and the determination is made, a
record of each application will be maintained.

F. When the Patient Accounting Department or any SBU receives an application
for Community Care that indicates treatment at any eligible Carle Foundation
facility , the application, verification and determination will be shared with all
other eligible and involved Carle businesses.

G. The application, verification of income and the Community Care records will
be maintained by fiscal year.

H. The Community Care applications should be approved by the Supervisor of
Accounts Receivable and the SBU director or designee.

I. The total of the Community Care Discount Program write-offs will be
regularly reported to the Chief Financial Officer

Patricia Owens Date
Director - Patient Accounting
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ATTACHMENT 1

Counties in Primary Service Area:

Champaign
Dewitt
Douglas
Ford

Edgar
Iroquois
Livingston
McLean
Piatt

Counties in Secondary Service Area:

Benton, IN
Christian
Clark

Clay

Coles
Crawford
Cumberland
Effingham
Fayette
Fountain, IN
Grundy
Jasper
Kankakee
LaSalle
Lawrence
Logan
Macon
Montgomery
Montgomery, IN
Moultrie
Park, IN
Putpam, IN
Richland
Sangamon
Shelby
Tazewell
Vermilion
Vermillion, IN
Warren, IN
Will
Woodford
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1) Mission Statement—Attachment A

Carle Foundation Hospital Mission Statement

Adopted by the Carle Foundation Hospital Board of Trustees
March 10, 2006

We serve people through high quality care,
medical research, and education.

Our mission statement, in the broadest sense, defines who we are, what we stand
for, and the importance of our relationship with our patients, staff and community.
As a locally-based private, not-for-profit organization, we take seriously our
obligation to treat and provide high quality care to everyone, regardless of their
ability to pay. However, this mission statement looks beyond medicine to include
research and education, both of which have been highly valued by our
organization over the years. In 2006, our Board of Trustees altered the mission
statement to acknowledge that research and education spark the ideas that lead to
new discoveries, which in turn enable us to deliver even better patient care and
make a significant investment in the future of health care.

From this mission statement, our vision, and our greater strategic plan flows our
Community Benefit Plan.
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2) Community Benefit Plan—Attachment B

In recent years, and FY 08 is no exception, Carle Foundation Hospital
administration has encouraged its leadership to be guided in their planning,
including for community benefits, by these questions: How wifi/does this affect
health care in our community? Since those we treat are our neighbors, friends,
and family members, is this consistent with what we expecl for them?

Besides emphasizing quality health care, our leadership is striving to assure that
the medical needs of the people we serve are met—and met close to home. More
than ever before, access to heaith care has become a predominant theme.

We believe that we exist {o serve everyone and to provide everyone with the best
care possible while being good stewards of our community's resources. in FY 08,
we focused on the needs of low-income elderly, 65 and older, finding ways to help
them to be healthier. Using funds sel aside in FY 07, we created the Senior
Impact Project which is central to this year's community benefit programming.

While community benefit has been tracked at least every other year since the early
'90s, Carle Foundation Hospital has had a structured Community Health and
Wellness program in ptace since 1897. That program and our Community Care
Discount Program are at the core of our Community Benefit Plan.

In FY 08, Carle Foundation Hospital’s communily benefit contribution totated

$61,826,062.

Since 2004, community benefit has been calculated by Carle Foundation Hospital
using the CBISA (Comimunity Benefit Inventory for Social Accountability) software
and accompanying guidelines, established by the Catholic Health Association.
This software and these guidelines have become the gold standard for tracking
and reporting, especially with the national focus on tax exemption for not-for-profit

hospitals.

Carle Foundation Hospitai's Community Benefil Plan is comprised of
four components;

1. The Carle Foundation Hospital Community Care Discount Program
{charity care)

2. The Community Health and Wellness Program

3. Research and education initiatives

4. Emergency preparedness leadership
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1. The Carle Community Care Discount Program (charity care)

As a tax-exempt organization, Carle Foundation Hospital provides care to patients
regardiess of their ability to pay for that care or source of payment. We also
recognize that some patients need help to pay their hospital bills. As a locally-
owned community hospital, we always provide the care first and then help with the
financial challenges. Carle Foundation Hospital's Community Care Discount
Program (charity care) provides discounts or free care to those who need it. The
most current policy was revised June 10, 2008. (See Attachment C.). This
program is continually evaluated and expanded as needed to meet the needs of
our community. Evaluation involves input from adrrinistrative leaders, biifing office
staff, local consumer advocacy groups and patients.

Goal 1: Regulary review and continually improve practices relating to the
hospital's charity care program—~Carte Foundation Hospital Community Care
Discount Program.

Qutcomes:
Review status

Representatives from the Hospital's administration, Palient Accounting,
Regisiration, Case Management and Public Relations departments meet
monthly with the local Medical Debt Task Force of the Champaign County
Health Care Consumers, which also includes representation from the Land
of Lincoln Lega! Assistance Foundation and Frances Nelson Health Center,
to gain input, ideas and reactions to related services and situations.

Increased Charity Care

By focusing on determining the financial status of patients up-front, we have
been able to pinpoint those needing financial assistance early in the
process, minimizing bad debt and optimizing our ability to help them. A
generous Community Care Discount Program has also resulted in our
ability to reach more people. In FY 08, charity care increased a
remarkable 26%—from $6,874,446 in FY 07 to $8,659,332. We fully
believe that this increase is the cumulative benefit of our sustained
commitment over the past 5 years to work with local organizations and to
communicate the availability of the program through a wide variety of
channels.

The number of people served continues to steadily increase to 5,033 in FY
08. That number was just more than 4,500 in FY 07; 4,000 in FY 06.

We also looked at the number of individuais covered by the program versus
those who actually used services at the Hospital, comparing the 2008
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applications to those on file in 2005. (These numbers do not inciude IDPA
auto-qualify patients or homeless individuals.) In 2008, we had 6,442
family members registered versus 2,596 in 2005,

When people qualify for Community Care, we are essentially providing
them and their family a one-year insurance policy that covers their
healthcare needs for all services provided through Carte Foundation
Hospital. tn FY 08, 1,409 people who were qualified for our Community
Care Discount Program did not receive services from us, but had the
peace of mind that comes with knowing they would not have to worry
about a hospital bill if someone in their family needed hospitalization.

Communicating Available Financial Assistance:
Finding Ways to Make it Easier to Get Help

Carle Foundation Hospital has made a concerted, continuous effort to be
sura that people have access to information that will help them with their
hospital bills. These include:

« Billing envelopes that carry the message, Need heip with your
hospital bill? Call 888-479-0008, prominently on the outside of the
envelops.

« Community Care application forms available at all registration points,
as well as in the Hospital's main lobby. Continuation of regular
newspaper ads in Champaign, Vermilion and Coles counties, as well
as appropriate special event programs.

= A simplified application form.

« Information and application forms on our Web-site, with the
information also translated into Spanish and Chinese.

« Working with Land of Lincoln Legal Assistance Foundation, a pre-
qualifying system is in place so that all area Section 8 residents and
homeless people are able to qualify without filling out an application.

» Extended evening hours in Patient Accounting so that the working
uninsured or underinsured have easier and more worker-friendiy
access to for financial assistance.

2. The Community Health and Wellness Program

Based on a variety of community needs assessments, the Hospital's Community
Health and Wellness program is organized into three categories:
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1. Initiatives—programs that are Hospital-based and managed and branded

with our name.

2. Grants and donations—financial support of community programs and
events, primarily those that match our mission and meet identified needs in
the community.

3. Partnerships—programs executed coliaboratively or community-need
solutions that are sought with input and leadership from multiple

organizations.

Goal 2: Continue existing community health and wellness programs, designed to
meet identified needs and tc improve the health of the community primarily
through education and prevention. Programs may be Hospital-based initiatives or
accomplished in partnership with community organizations. Programs are
evaluated annually for effectiveness in meeting needs and community acceptance
in conjunction with the budget process.

Outcomes—pPartnerships and Initiatives (not inclusive):

The Community Parish Nurse program—itrained 15 additional
nurses this year, and all together the active 231 nurses logged
12,129 hours of volunteer services to their congregations. This
program is the largest and most established in the nation, with
414 nurses trained from 214 congregations in 30 counties in
three states.

Playing it Safe—free family safety fair—co-sponsored with
Champaign County SAFE KIDS®. It was planned for the 12"
consecutive year, and, for the first year ever, was cancelled due
to lightning and thunderstorms. 1t promised to be the best yet
with participation from county-wide and local public safety
agencies as well as other community organizations concerned
with our children’'s safety. More than 50 interactive displays were :
planned. Typically more than 2,200 people of all ages attend. :

Center for Rural Health and Farm Safety—functioning with
partners at the University of lflinois and area farm bureaus and
extension services. Programs included five Progressive
Agriculture Farm Safety Days which reached 1,012 children; 16 .
evening and weekend Agricultural Emergency Response Classes
for EMTs and firefighters reaching 220 providers, 15 schools '
safety programs reaching 1,756 children and 195 teachers, 47
community CPR classes cerlifying 310 participants and 10 Farm
Family Emergency Response programs with 96 participants; as
well as health screenings specific to farmers—such as pulmonary
and hearing screenings at the Farm Frogress Show. :
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Poison prevention education—We are a satellite education
center for the lllinois Poison Center, serving school children,
healthcare professionals, and consumers in our region. Last year
in the Champaign and Urbana school districts, we reached 2,000
children. Besides reaching elementary schools, there has been
a focus on Emergency Medical Services staff education.

Risk Watch—a safety curriculum integrated into local schools,
coordinated by a Carle Foundation Hospital staff member and
involving representatives from area public safety agencies as
instructors. In school year 2007-2008, the Risk Watch program
reached thousands of students through presentations of 11
differeni safety subjects. Carle trends current safety topics, and
adapts 1o the needs of the students through changes in the Risk
Watch curriculum. For an example, an increase in dog bites was
noted and animal safety officers were invited to present
information to the children on how to avoid being harmed by

dogs.

Interpersonal violence prevention—communily education with
a focus on the reduction of domestic violence as well as training
for Sexual Assault Nurse Examiners (SANE) and others who deal
with rape and abuse victims. We currently have six SANE nurses
on staff in our Emergency Department, treating and assisting
100-150 adult/adolescent and pediatric sexually assaulted

patients annually.

Carle/Salvation Army Toy Drive—For the 23" year, Carle
Foundation Hospital was one of the primary corporate sponsors
of this annual holiday event. We share this sponsorship honor
with Carle Clinic and WHMS/MWDWS radio. Nearly 4,000 toys and
$800 were collected at Clinic drop off locations and through a
one-day drive-through collection.

www.HelpSource.org—Taking a leadership role in its
development nearly 10 years ago, we have continued to support
HelpSource.org and provide guidance to the maintenance and
promotion of this on-line directory of human services in east

central IHinois.

Outcomes—Donations and Grants (not inclusivej:

Financial, in-kind and leadership support of health and human service
organizations with similar/compatible missions. In total, 129 community
organizations received financial support this year. Some of those are:

’5? Attachment - 77




. Carle Foundaticn Hospital Reparnt

United Way of Champaign County**
Danville Area United Way
United Way of Coles County
American Red Cross

Center for Women in Transition
Coles County Council on Aging
Cunningham Children’s Home
Catholic Charities

Crisis Nursery

Don Moyer Boys and Girls Club
Developmental Services Centar
Danville Family YMCA
Champaign County YMCA
Mattoon Area Family YMCA
Big Brothers Big Sisters of Champaign County
Eastern Itinois Food Bank
American Cancer Society
American Heart Association
American Diabetes Association
Arthritis Foundation

MDA

PACE

**Carie Foundation Hospital annually maiches our employees’ contribution
to United Way and this year our contribution exceeded 100%. This year,
that donation amounted 1o $65,520 ang was once again designated for
Frances Nelson Health Center.

Goal 3: Maintain support of current programs and find new ways to improve
access to healthcare and to reach out to the underserved, uninsured and
underinsured populations.

Outcomes—Programs:

Senior Impact Project

With money set aside in FY 07, we proceeded to determine how we could
make an impact on the health and well-being of the low-income, 65 and
older population. Based on a needs assessment, the following six areas of
impact were targeted and benefited:

1.

Transportation

Many seniors, especially those with low incomes, struggla with
traveling to and from medical appointments, shopping trips, social
gatherings, community events and more. Being unable to drive or

7
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not having access to a vehicle is not only frustrating, but it can
also affect your health. With limited transportation, seniors ofien
put off medical appointments, screenings or miss out on getting
refills for vital prescription medications. With money from Carle's
Senior Impact Project, two local organizations specializing in
transportation for seniors are now able to offer expanded and
improved services for low-income saniors.

2. Isolation and Health Education
For many people over the age of 85, isolation is a serious
problem. Isolation can occur for a variety of reasons, whether it is
the loss of a spouse, the lack of nearby family members or a
scarcity of community social events. Apart from the psychological
impact of loneliness, which can lead to depression, lack of
contact with others can also impact seniors' overall heatth.
Carle's Senior Impact Project is increasing funding for community
facilities where seniors come together. These facilities help to
battle isolation, whife at the same time offer educational programs
where seniors may leam more about a range of health issues.

3. Medication Management
Keeping tabs on medications can be difficult, especially when
. there is a possibility of dangerous interactions between them.
Prescription medications can be purchased at a variety of
locations, which can lead to serious problems if the pharmacists
at each of the locations are not aware of your complete
prescription history. With a two-year demonstration project grant
to the East Central lllinois Area Agency on Aging from Carle's
Senior Impact Project, a local case management organization is
able to send staff to visit patients and catalog their full inventory
of medications. This list is then sent to a pharmacist who reviews
it for possible drug interactions. If one is found, the pharmacist
contacts the physician who can make the proper adjustments.

4. Workforce Development
As the population ages, there will be a steady increase in the
demand for heatth workers, especially those working with older
patients. Through a partnership with Parkland College, Carle's
Senior Impact Project has created scholarships to provide
healthcare workers with the opportunity to become educated in
caring for seniors, ideally providing more trained people to help
seniors who wish to stay in their own homes. In addition to
funding CNA training, this money will also go towards educational
programming on geriatrics for non-physician healthcare
providers, students and community members with an interest in
caring for family elders.

4l
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5. Communication
Although health resources are widely available online, low-
income seniors are perhaps the least likely population to have
access to them. Carle's Senior Impact Project is helping to
educate those seniors by devoting funds 1o assist in the
distribution of Heafthwise for Life, an informative, self-care book
aimed specifically at older adults. In its pages, readers can find a
wealth of refiable information—presented with reader-friendly
language and visuals—on topics ranging from symptom
identification, diets, wellnass and emergency care. For seniors
that have internet access, the Senior impact Project has
enhanced Carle's funding of www.HelpSource.org, an online
resource for information pertaining to human services within east
central |llinois,

6. Dental Care
A number of communities around the country have attempted to
tackle the growing problem of inadequate dental care for seniors.
Tha Champaign-Urbana Uniied Way has agreed to address the
issue in our community, With money from the Senior Impact
Project, they will embark on a two-stage process: first identifying
how the community can meet this need and then bringing
together the appropriate people to set up systems to address
those needs.

Access improved Through Collaboration, Carle Initiatives

Multiple community organizations continue to advocate for the need for
access to dental and healthcare services for pecple of all ages, keeping the .
awareness at a high level. Carle Foundation Hospital continues to respond
to this nead, as already peinted out in the Senicr Impact Project allocation.

» $14,000 SmileHealthy (formerly Central lllincis Dental
Education and Services) donation
SmileHealthy provides dental care to over 1,000 children from
fow-income families each year at county grade schools as well as -
at the Rantoul Head Start Dental Clinic serving enrolled children
and their families and income eligible county children.
SmileHealthy also provides education programs and dental
supplies to over 3,000 each year in settings from classrooms to
health fairs. This donation helped to purchase supplies and pay
a part-time provider.
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Frances Nelson Health Center

Frances Nelson Health Center is a Federally Qualified Health
Center that provides primary care clinic services on a sliding fee
scale to the underserved and underinsured.

o In 2005, in concert with a community effort, Carle
Foundation Hospital purchased a former furniture store in
Champaign and renovated it for $1.2 mitlion.

Carle s now renting the facility back to Frances Nelison for
$1 a year for the first three years. This year's value to the
Center is $72,359 in lease payments.

o The Hospital is also paying their utifities, which totaled
$53,872.

Coles County Community Health Clinic

We continued to provide leadership to the establishment of a
Federally Qualified Health Center to serve the indigent, uninsured
and underinsured in Coles County in conjunction with other
community pariners. A Carle representative continues to serve as
the Board president of the Coles Community Health Program,
created to support the Center through fund-raising.

Officials estimated that more than 17 percent of the Coles County
population is without health care: about 9,300 people use public
aid, while more than 7,100 workers have no health insurance.
Officials hope to have the clinic up and running in less than two
years.

Champaign County Christian Health Center

Founded in 2003, this free clinic provides care, screenings, heaith
education—and to those who want it, spiritual support—to the
uninsured and indigent in our community

Since 2004, Carle Foundation Hospital has donated $40,700 in
cash to the Champaign County Christian Health Center. During
this time, we donated thousands of dollars in medications, as

well,

o InFY 08, we donated $20,000 in cash and made a further
commitment to providing an additional $10,000 of in-kind
supplies and equipment.

Carle Mobile Clinic’s involvement in Wellness on Wheels

(wow)
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This program provided screenings for STDs and HiV, as well as
other health conditions, to community locations in partnership
with Champaign-Urbana Public Health District, from August 2007
through December 2007, the Carle Mobile Clinic rotated weekly
between Catholic Worker House, Restoration Urban Ministries
(transitional living program for families), Skelton Place (mixed-
income Housing Unit), and Washington Square (Housing Unit).

o Staff on WOW saw a total of 66 clients: 19 were female
(29%) and 47 male (71%). Clients reported their
racefethnicity as 19 White (29%), 47 Black (71%), O Native
American, 0 Asian American/Pacific Islander, 0 Hispanic.

Miscellaneous

o Community Prenatal Care—funding of this program
provided iow-cost, high-quality prenatal care and birthing
in partnership with Planned Parenthood of East Central
lliinois and United Way. Planned Parenthood dropped this
service; having put an interim service in place in
cooperation with Carle Clinic Asscciation, Carle
Foundation Hospital is currently looking at ways to restore
this service in our community.

o Free Breastfeeding Clinic—24-hour service open to the
community,

o Discounted prenatal and family education programs, open
to the community.

o Telemedicine initiatives, providing greater access for rural
residents. The Hospital has been offering telemedicine
services since 1994, and is now connected to 20 hospitals
and clinics.

Goal 4: Maintain low and negative margin programs within the hospital, initiated
to improve the health of the community.

Outcomes—FPrograms:

Neonatal Intensive Care Unit

Mills Breast Cancer Institute

Carle Foundation Hospital's Low Vision Center

ECHO (Expanding Children’s Hearing Opportunities)

garl;e Auditory QOral School (formerly St. Joseph Institute for the
eaf)

.1
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« Palliative Medicine
s Pulmonary Rehabilitation

Several programs listed under Miscellaneous under Goal 3 also operate at a
loss.

3. Research and Education Initiatives

Carle Foundation Hospital is actively involved in research and education
initiatives. The overall purpose of the research program is helping to discover new
diagnostic and treatment technologies and methods that wilt improve the delivery
andfor quality of healthcare. The research program is done in conjunction with
area physicians and scientists, the University of Ilinois, and entreprensurial
companies. Carle Foundation Hospital's efforts in research and education have
steadily grown in recent years, with strategic emphasis now placed on translational
research with the University of lilinois.

Besides patient and community education, significant resources are expended on
the education and training of medical students, physician residents, nurses, allied
health professionals and the general heaith care workforce.

Goal 5: Shape our vision and expand our involvement in translational research,
exptoring additional ways to collaborate with the University of Ilfincis and
entrepreneurial high-tech businesses.

Outcomes
» Emphasis has been on creating the infrastructure for a robust

translational research program.

« As of June 2008, there were 113 active research projects
affiliated with Carle Foundation Hospital, with another 17
pending. Topics of investigation vary widely.

o We are now working with Carle Clinic physicians and
University of lllinois scientists on projects related to breast
cancer, aging, cardiology, gastroenterology, imaging,
genomic research and more.

¢ Carle Foundation Hospital received Institutional Review Board
(IRB) approval in June 2008 to build its own tissue repository.
Prior to that approval, staff researched the best and most
effective way to create this resource. A tissue repository is a
collection of human biclogical specimens, or tissue, that have
been obtained with consent as part of usual care and serve as
valuable resources for future medical research. The specimens
are stored securely and adhere to strict rules that protect the
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privacy of the donors and ensure the appropriateness of the
research for which it will be used.

Goal 6: Contribute toward health care workforce development.
Outcomes—Hospital-based programs and community partnerships

+ Carle Scholars at Parkland College—includes scholarships and
staffing support for nurse education and nursing student
recruitment.

Support of nursing scholarship program at Lake Land Collegs.
Support of the University of Iliinois College of Medicine at
Urbana-Champaign, with monies earmarked for the MD/PhD
program.

» Graduate Medica! Education programs:

o Maintaining a geriatric fellowship as welt as three medical
residency programs, and serving as a clinical site for a
fourth.

» Continuing Medical Education programs for regional providers
who are not members of the Carle Foundation Hospital medical
staff, including Carle Foundation Day.

4. Emergency Preparedness

Emergency Preparedness continued to be a strategic objective of Carte
Foundation Hospital and our initiatives in this area include disaster training for our
facility and our community, leadership in planning community-wide responses to
various disaster scenarios, and state-level leadership for our 21-county region.

Goal 7: Continue to prepare our hospital and those in our 21-county PCD region
to be ready to respond to any natural disaster or act of terrorism.

Outcomes
Management of government grants totaling approximately $810,000.
We were able to anhance an already robust preparedness program within
our region, including these additions:

¢ Added a second care, or surge, facility for use in the event of a
large disaster.

e Purchased medical supplies, medical equipment, hospital bed
mattresses and personal grooming kits for patients.

» Increased the ventilator supply to care for critically ill or injured
patients.

T s

/L/(/ Attachment - 77




Carts Foundation Hospital Report

« Purchased an on-line disaster education program for Hospital
employees to better prepare them to care for patients during a
disaster.

« Purchased 800 MHz radios to increase the interopsrability
communications capabilities with aother local emergency
providers.

« Purchased additional personal protective equipment to allow staff
to care for victims inflicted by a hazardous materials incident or
an infectious disease.

Populations and communities served

Carle Foundation Hospital serves Champaign-Urbana and rural
communities reaching residents in 38 counties in east central lllinois and
westem Indiana. The programs within our community benefit ptan are
directed generally fo all of the residents in our communities, with certain
programs directed at specific populations and with a focus on residents of
Champaign County. Targeted populations include the uninsured and
underinsured, and children at risk—from conception through childhood.

Carle Foundation Hospital serves as the region's only Level | Trauma
Center and maintains a 25-bed, Leve! Il Neonatal Intensive Care Unit. As
the area's Co-Perinatal Center. our service area extends all the way south
down the eastem side of the state.

Dates adopted/approved

This Community Benefit Plan is driven by a 5-year strategic plan adopted in
2007.

Strategic initiatives of the Community Benefit Plan included in the 2007 5-
Year Strategic Plan are as follows:

s Care for uninsured, underinsured and indigent; partner with
community resources to provide access 10 inpatient and
outpatient services. Charity Care goal in 2008 was to meet or
exceed 3% of gross revenue.

= Partner with the University of lllinois in research, education and
program offerings.

» Further develop Emergency Preparedness plan to meet Carle
Foundation Hospital affiliates’ and community needs.

The Community Health and Wellness program, emergency preparedness
efforts, and research initiatives are reviewed and confirmed through the
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Carle Foundation Hospital Report

annual budgeting process. The Board of Trustees approved the FY 08
budget on June 8, 2007.

The current Community Care Discount Program (Charity Care) was
adopted October 14, 2005. The Finance Committee of The Board of
Trustees reviews charity care numbers monthly, and the full Board receives
a report at least semi-annually.

The Community Benefit Report, which details our efforts and discloses our
community benefit dollars and allocation, is also presented to the Board

annually.

Health care needs addressed

Use existing data, informal discussions, and community needs
assessments to determine if existing programs are on track: what needs to
be added, deleted or enhanced; and where our focus needs to be placed.

Data was drawn from these sources and used to affirm and re-shape our
plan, as needed:

« Community Needs Assessment, published in 2004 as a
community effort coordinated by the Champaign County Regional
Planning Commission. This continues to be the primary guiding
resource for the United Way.

s United Way Summer Summit, a fuli-day planning session to
assess current need and to set pricrities.

» Current and future workforce shortage statistics

» Homeland Security initiatives

» Input from CU Public Health and human service agencies (on-
going)

» A Senior Needs Assessmeant Focus Group, commissioned by
Carle Foundation Hospital.

« Oral Health in Champaign-Urbana, IL, a review prepared by the
Champaign-Urbana Public Health District.

+ A study by the Health Care Advisory Board requested by Carle
Foundation Hospital to ook at ways in which other communities
ware tackling the problem of providing dental services to older
seniors.

16
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Policy# 200

POLICY AND PROCEDURE
Revised:  June 10th, 2008

CARLE FOUNDATION

SUBJECT: Community Care

PURPOSE:  To identify and assist those patients who are financially eligible to receive
discounts for medical expenses through the Community Care Discount Program.

STATEMENTS OF POLICY:

A. Any patient and/or guardian may apply for Community Care regardless of
citizenship or residency status,

1. Verification of income for the previous 12 months is required. Income
eligibility will be based upon the most current Federal Poverty
Guidelines.

2. An application for assistance must be completed through the
Department of Public Aid if the patient appears to meet IDPA
eligibility criteria. When appropriate, Social Services will use a
screening checklist called IDPA Eligibility/Community Care
Determination to assist in determining if the patient would qualify for
IDPA assistance.

a. Failure to complete the Public Aid application process
and/or failure to cooperate with Accordis during the Public
Aid application process will result in an automatic denial for
Community Care.

b. Patients who are determined to be homeless with no
verifiable address, phone, or income can be exempted from
the Public Aid epplication requirement. However, if these
homeless patients have inpatient services, a referral to
Accordis should be initiated to complete the Public Aid
application process.

c. Patients who have a third party payment source that will
reimburse more than the Public Aid reimbursement will be
exempted from the Public Aid application requirement.

d. Patients who quelify for Public Aid without a spend down
will be eligible for a 100% discount for those visits prior to
the three month backdating that Public Aid allows. A copy
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of the Public Aid eligibility will be maintained as
documentation of financial need, 8 community care
application will not be required.

3 Liquid assets will be taken imto consideration during the Community
Care application process. Liquid assets exceeding $2000 will be
added to the applicant’s income total for the past 12 months. [RAs,
401ks, and 403b retirement funds will not be considered as liquid
assets. Distributions from these finds will be considered as income
to the applicant for the income determination.

4. If the applicant’s income is equal to or less than 200% of the federal
paverty level at the time of submission, the Community Care
discount will be 100%, greater than 200% but less than or equal to
230% of the federal poverty level will receive a 75% discount,
greater than 230% but less than or equal to 270% of the federal
povetty level will receive a 50% discount, and greater than 270% but
less than or equal to 300% of the federal poverty level will receive a

25% discount.

5. Patients that receive a determination under the Community Care
Program may reapply in six months in the event therc are substantial
and/or unforeseen material changes in their financial sitvation. The
Mansger and Director will conduct the review jointly.

6. Applicants may appeal Community Care discount determinations to
the Director of the Patient Accounting Office or the Chief Financial

Officer.

. The Community Care discount will apply to the patient balance of the account
after al! other payments, such as Medicare, Insurance Company, or lawsuit
settlement funds are received and posted. If the patient has been making
personal payments the Community Care discount will be applied to their
financial responsibility that was remaining three months prior to the date the
application was signed.

. Long-term patients that have been approved for uncompensated care must re-
apply annually for the Community Care Discount Program.

. Patients that have been referred to a collection agency may request 2
Community Care Discount application if a judgment has not been obtained yet

in court

. Cosmetic Surgeries, Infertility Services, Dontal scrvices, experimental
services, screenings and bariatric surgeries that do not meet medical necessity
guidelines are excluded from Community Care. Non-emergent out-of-
network care that would be paid by the patient’s insurance company

/50 Attachment - 77




elsewhere will not be eligible for community care since the patient has the
ability to have their health care needs met.

PROCEDURE:

A. Patients with financial concerns should be identified as soon as possible in the
registration or treatment process.

1. A referral to Social Services or directly to Public Aid should be
completed to obtain a determination of eligibility for Public
Assistance. Patients who fail to cooperate with Public Aid and/or
Accordis during the Public Aid application process will automatically
be denied for Community Care.

a. Ifthe patient does not meet the eligibility criteria for Public
Aid or if they have a spenddown, they may be eligible for a
Community Care discount.

b. The application for Community Care Discounts will be
available in registration areas, the Hospital Patient
Accounting office, SBU Business Offices, the Hospital
Cashiers, Social Services or the Carle website.

¢. The Community Care application shouid be completed and
returned within 60 days of discharge or service.

d. Ifthe Community Care application is not retuned a
notification letter will be mailed to the patient/guarantor that
indicates the billing will commence unless we recejve the
application.

2. The completed application should include:

2. Income and asset verification for the 12 months immediately
prior to the date of the application and the most recent
income tax return form, if applicable. This verification may
consist of:

1. Pay stubs or check with year-to-date totals or

2. Letter from employer showing current salary and year
to date income.

3. Verification from Social Security of the monthly
benefit amount or deposit slips showing the amount of
the Social Security checks.

4. Copies of bank statement to verify checking and
savings account balances.

(51
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b. Patient must provide verification of family size.

1. Family size will include only those dependents listed
on tax returmns.

B. A written determination will be sent to the applicant within 10 working days
of receipt of the complete application.

I. Ifthe application is approved, the patient’s account should be adjusted
as soon as possible to reflect the discount.

C. Patients that qualify for a partial discount of the balance will be required to
pay the remaining balance due and will be treated as any other private pay

account,

their personal financia! responsibility capped at 40% of their annual gross

I
D. Individuals with income up to 400% of the Federal Poverty level will have i
income. l

E. When the application has heen processed and the determination is made, each |
application should be logged and a record should be completed. i

F. When HPA or any SBU receives an application for Community Care that
indicates treatment at another Carle Foundation facility that participates in the
Community Care program; the application, verification and determination will
be shared with all other involved businesses. Carle Hospital, Carle Hospice,
Carle Home Infusion, Arrow Ambulance, Carle Homecare, Carle Medical
Supply, Carte Surgicenter, and Carle Foundation Physician Services
participate in the Community Care program.

1. The application, verification of income and the Community Care
records will be maintained by fiscal year.

G. The Community Care applications should be approved by the Manager of
Accounts Receivable, the SBU director or designee, and the total of the write-

offs will be reported to the V.P. of Finance.

%/ Devens % /0-08 ,

Patricia Owens Date

Director - Patient Accounting
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Carle Foundation Hospital
Attachment D

4) REPORT Community Benefits actually provided other than charity care:
See instructions for completing Scction 4 of the Annual Non Profit Hospital Community

Benefits Plan Report.

Community Benefit Type

Language Assistant

GBIV ICES . - oot s ettt et aan et et taan e nenen e iaaeaae e easaears $133,361
Government Sponsored Indigent Health Care................cconnin $34,203,246
(300 £ 11181 L T U $2,207.370
Volunteer Services

a) Employee Volunteer Services...........c.coovnninn, 321,094

b) Non-Employee Volunteer Services.................. $530,030

c) Total (add linesaand b).....c...ooooniiiiiiiiiiii $551,124
o0 TS 111 SOTO T PSP PSSO SURTPUPN $ 3,886,202

Government-sponsored program

Services............ .0
LTy e ol (T O TP PP $2,544,618
Subsidized Nealth SOTVICES. . cv v et r e e e r st aarenaas $4.,494 331
2T T I o) o ST PP URPPPPRP 34,578,036
Other commUuNity BEnefits. ..ot $567,942

See atfached Schedule 4-1
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Carle Foundation Hospital
Community Benefit Report FY 08

Attachment D-1
Introduction to Schedule 4-1

Carle Foundation Hospital uses the Community Benefit Inventory for Social
Accountability (CBISA) software and guidelines for determining inclusions. Originally
created collaboratively by the Catholic Hospital Association of the United States of
America and VHA Inc. to track their mission activities, these standardized reporting
categories, definitions, and guidelines are now universally accepted in the
not-for-profit hospital arena.

Additional community benefits rcported are in CBISA categories F and G.
Category F documents Community Building Activitics and Category G includes
Community Benefit Operations.
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Attachment D-1

Schedute 4-1

Carle Foundation Hospital

Seiectad Categories - Detail

For period from 7/1/2007 through 6/30/2008

Category
Community Building Activities {F}
Physical Improvemenis/Housing (F1)

Affordabie Housing
City Traa Pruning
Engineering Work on City Walkways/Streets
Neighborhood Landscaping/Yardwork
Neaighborhood Lighting
Neighborhood Snow Remaval
Transitional House

w* physical Improvements/Housing

Community Support (F3)
Business/Education Partnerships

Nisaster Readiness

* Community Support

Environmental Improvemants (Fd)
Waste Reduclion Efforts

*** Environmental Improvements

Coalition Building {F6)
HelpSource

Neighborhood Meetings
Representation on Community Coalitions
YMCA Partnarship

*** Coalition Building

Community Health tmprovement Advocacy (F7)
Advacacy for Access to Healthcare

Champaign Counly Healthcare Consumers

** Community Health Impravement Advocacy

Workforce Development (F8)
Adult Immunizations

36,536
3,000
31on
37,104
36,858
7.000

14,398
165,967

4,500

470
4,970

159,640
169,640

121
a1
5,329

1.706
7,237

6,750

3,765
10,620
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. Comrnunity Workforce Building

Health Career Programs

~ Workforce Development

=t Community Building Activities

Dedicated Staff (G1)
Dadicated Staff

= Dedicated Staff

Community Health Needs Assessment

»+ Community Needs/Health Assets Assessment

Other Resources (G3)
Costs Assotiated wilh Ihe Developmant of a CB Plan

Salvation Army Toy Qrive

*** Other Resources

=+ Community Benefit Operations

. Number of Activities 24 Grand Total

50.394

95,483

ggg
146,766

495,100

52,200
62,200

4,386
4,386

11,617

4,639
16,256

12,842

567.942

Attachment - 77




