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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition
ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD
APPLICATION FOR PERMIT

SECTION I. IDENTIFICATION, GENERAL INFORMATI?I%I@@&%R&d@C@TION

This Section must be completed for all projects.

pEC 3 9 2010
Facility/Project Identification
Facility Name: Springfield South HEALTH FACILITIES 3
Strect Address: 2930 South 6" Street SERVICES REVIEW GUAR
City and Zip Code: Springfield 62703
County: Sangamon Health Service Area 3 Health Planning Area:
Applicant /Co-Applicant Identification
[Provide for each co-applicant [refer to Part 1130.220].
Exact Legal Name: DaVita, Inc.
Address: 601 Hawaii Street, El Segundo, CA 90245
Name of Registered Agent: lllinois Corporation Service Company
Name of Chief Executive Qfficer: Kent J. Thiry
CEO Address: 601 Hawaii Street, El Segundo, CA 80245
Telephone Number: {310) 792-2600 Ext. 2100
Type of Ownership of Applicant/Co-Applicant
] Non-profit Corporation O Pannership
[ For-profit Corporation O Governmental
O Limited Liability Company O Sole Proprietorship OJ 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.

APPEND DOCUMENTATION As ATTACHMENT 1IN NUMERlC ssou T!AL”’ RDEF
APPLICATION FORM, »* © ~ * A8

PAGE OF TH

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

Name: Kara Friedman

Title: Attorney

Company Name: Polsinelli Shughart PC

Address: 161 North Clark Street, Suite 4200

Telephone Number: 312-873-3639

E-mail Address: kfriedman@polsineili.com

Fax Number: 312-873-2939

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

Name: Cindy Emley

Title: Regional Operations Director

Company Name: DaVita, Inc.

Address: 2930 South Montvale Dr. Suite A, Springfield, IL 62704

Telephone Number: (217) 547-1229

E-mail Address: Cindy.Emley@davita.com

Fax Number: (866)620-0543
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ILLINOIS HEALTH FACILITIES AND SERYICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 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 ldentification

Facility Name: Springfield South

Street Address: 2930 South 6" Street

City and Zip Code: Springfield 62703 .

County: Sangamon Health Service Area 3 Health Planning Area:

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

Exact Legal Name: Total Renal Care, Inc.

Address: 601 Hawaii Street, El Segundo, CA 90245

Name of Registered Agent: lllinois Corporation Service Company
Name of Chief Executive Officer: Kent J. Thiry

CEQ Address: 601 Hawaii Street, El Segundo, CA 80245
Telephone Number: (310) 792-2600 Ext. 2100

Type of Ownership of Applicant/Co-Applicant

| ] Non-profit Corporation ] Partnership
B - For-profit Corporation O Governmental
] Limited Liability Company J 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.

; i LS S
?APPEND DOCUMENTATION AS ATTACHME - :

YAPPLICATION FORM.: 4

Primary Contact
[Person to receive all correspondence or inquiries during the review period]
Name: Kara Friedman

Title: Attorney

Company Name: Polsinelli Shughart PC

Address: 161 North Clark Street, Suite 4200

Telephone Number: 312-873-3639

E-mail Address: kfriedman@polsinelli.com

Fax Number: 312-873-2839

Additional Contact

[Person who is also authorized to discuss the application for permit]

Name: Cindy Emley

Title: Regional Operations Director

Company Name: DaVita, Inc.

Address: 2930 South Montvale Dr. Suite A, Springfield, IL 62704
Telephone Number: (217) 547-1228

E-mail Address: Cindy.Emley@davita.com

Fax Number: (866)620-0543

1143413




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

Post Permit Contact
[Person to receive all correspondence subsequent to permit issuance-THIS PERSON MUST BE

EMPLOYED BY THE LICENSED HEALTH CARE FACILITY AS DEFINED AT 20 ILCS 3960
Name: Cindy Emley

Title: Regional Operations Director

Company Name: DaVita, Inc.

Address: 2930 South Montvale Dr. Suite A, Springfield, IL 62704

Telephone Number: (217) 547-1229

E-mail Address: Cindy.Emley@davita.com

Fax Number:; {866)620-0543

Site Ownership
[Provide this information for each apphcable site}
Exact Legal Name of Site Owner: 2636 South Sixth Street LLC % William Furlong Ill,

Springfield, IL 62703

Address of Site Owner: C/o C. Robbins Realtor, 2144 S. Macarthur Blvd., Springfield, il. 62704

Street Address or Legal Description of Site: 2930 South 6" Street, Springfield, IL 62703
Proof of ownership or control of the site is to be provided as Attachment 2. Examples of proof of ownership
are property tax statement, tax assessor’s documentation, deed, notarized statement of the corporation

attesting to ownership, an option to lease, a letter of intent to lease or a lease.

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

Operating Identity/Licensee
[Provide this information for each applicable facility, and insert after this page.]
Exact Legal Name: Total Renal Care, Inc. d/b/a Springfield South

Address: 601 Hawaii Street, El Segundo, CA 90245

[l Non-profit Corporation W Partnership
X For-profit Corporation M} Governmental
W Limited Liability Company W Sole Proprietorship ] Other

o Corporations and limited liability companies must provide an Illinois 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.

o Persons with 5 percent or greater interest in the licensee must be identified with the % of
ownership.

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

Organizational Relationships

Provide (for each co-applicant) an organizational chart containing the name and relationship of any
person or entity who is related (as defined in Part 1130.140). If the related person or entity 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-4, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

114341.3




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

Fiood 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 (htt 'Ilwww hfsrb iIIinois ov)

APPEND DOCUMENTATION AS ATTACHMENT -5, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. TR

Historic Resources Preservation Act Requirements

[Refer to application instructions.]

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

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

DESCRIPTION OF PROJECT

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

Part 1120 Applicability or Classification:
Part 1110 Classification: [Check one only.}
O  Substantive [0 Part 1120 Not Applicable

[ cCategory A Project
X  Non-substantive BJ Category B Project

(] DHS or DVA Project

1143413




ILLINO!S HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

2. Narrative Description

Provide in the space below, a brief narrative description of the project. 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 raticnale regarding the project’s classification as substantive or non-substantive.

DaVita, Inc. and Tota! Renal Care, Inc. (the “Applicants”) request authority from the lllinois
Health Facilities and Services Review Board (“HFSRB") to establish a twelve station end stage
renal disease ("ESRD”) facility to be located at 2930 South 6" Street, Springfield, IL 62703. The
proposed dialysis facility will include a total of 6,100 gross square feet.

The Project is considered substantive because it involves the establishment of a health care
facility.

114341.3




ILLINCIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

Project Costs and Sources of Funds

I OEGEREEEESSEEGESEEESSSSSSSSSSS

APPLICATION FOR PERMIT- May 2010 Edition

Complete the following table listing 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-reviewable components that are not related to the provision of
health care, complete the second column of the table below. Note, the use and sources of funds must

equal.

Project Costs and Sources of Funds

USE OF FUNDS CLINICAL NONCLINICAL TOTAL

Preplanning Costs 0 0
Site Survey and Soil Investigation 0 0
Site Preparation 0 0
Off Site Work 0 0
New Construction Contracts 0 0
Modemization Contracts 761,000 761,000
Contingencies 76,100 76,100
Architectural/Engineering Fees 61,000 61,000
Consulting and Other Fees 48,000 48,000
(I\:Ao%\{?:cl‘fs?r Other Equipment {not in construction 471,161 471,161
Bond issuance Expense (project related) )] 0
Net Interest Expense During Construction (project 0 0
related)

Fair Market Value of Leased Space or Equipment 778,570 778,570
Other Costs To Be Capitalized 0 )]
Acquisition of Building or Other Property {excluding 0 0
land)

TOTAL USES OF FUNDS $2,195,831 $2,195,831

SOURCE OF FUNDS TOTAL NONCLINICAL TOTAL

Cash and Securities 1,417,261 1,417,261
Pledges 0 0
Gifts and Bequests 0 0
Bond Issues {project related) 0 0
Mortgages 0 0
Leases {fair market value) 778,570 778,570
Governmental Appropriations 0 0
Grants 0 0
Other Funds and Sources )] 0
TOTAL SOURC $2 195,831

ES OF FUNDS

‘ R g SRR
‘,NOTE ITEMIZATION or-' _ACH LINE ITEM MUST,BE PROVIDED AT/ATT, CHMENT-? IN.

$2,195,8631

1143413




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

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:

LLand acquisition is related to project ] Yes Bd No
Purchase Price:  $
Fair Market Value: §

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

X Yes [J No
If yes, provide the dollar amount of all non-capitalized operating start-up costs (including
operating deficits) through the first fuil fiscal year when the project achieves or exceeds the target
utilization specified in Part 1100.

Estimated start-up costs and operating deficit costis $ __1,789,999

| Project Status and Completion Schedules
‘ Indicate the stage of the project’s architectural drawings:

[CJ None or not applicable X Preliminary

| [] Schematics [] Final Working
‘ Anticipated project completion date (refer to Part 1130.140): December 31, 2012

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.
[J Project obligation is contingent upon permit issuance. Provide a copy of the
contingent “certification of obligation" document, highlighting any language related to
CON Contingencies

X Project obligation will occur after permit issuance.

APPEND DOCUMENTATION AS ATTACHMENT-8, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

State Agency Submittals
Are the following submittals up to date as applicable:
[] Cancer Registry - NOT APPLICABLE
[[] APORS — NOT APPLICABLE
All formal document requests such as [DPH Questionnaires and Annual Bed Reports been
submitted
X All reports regarding outstanding permits
Failure to be up to date with these requirements will result in the application for permit being

deemed incomplete.

1143413




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

Cost Space Requirements

APPLICATION FOR PERMIT- May 2010 Edition

Provide in the following format, the department/area DGSF or the building/area BGSF and cost. The type
of gross square footage either DGSF or BGSF must be identified. The sum of the department costs

MUST equal the total estimated project costs.

Indicate if any space is bemg 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

REVIEWABLE

Medical Surgical

Intensive Care

Diagnostic
Radiology

MRI

Total Clinical

NON
REVIEWABLE

Administrative

Parking

Gift Shop

Total Non-clinical

TOTAL _

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

APPLICATION FORM.

1143413




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

APPLICATION FOR PERMIT- May 2010 Edition

Facility Bed Capacity and Utilization NOT APPLICABLE

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. Include observation days in the patient day
Any bed capacity discrepancy from the Inventory will resuit in the
application being deemed incomplete.

totals for each bed service.

FACILITY NAME.

CITY:

REPORTING PERIOD DATES:

From:

to:

Category of Service

Authorized
Beds

Admissions

Patient Days

Bed
Changes

Proposed
Beds

Medical/Surgical

Obstetrics

Pediatrics

Intensive Care

Comprehensive Physical
Rehabilitation

Acute/Chronic Mental lliness

Neonatal Intensive Care

General Long Term Care

Specialized Long Term Care

Long Term Acute Care

Other {{identify)

TOTALS:

114341.3




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 inthe 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 hot exist),;

o inthe 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

DaVita, Inc. "

in accordance with the requirements and procedures of the lllinois Health Facilities Planning 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.

SIGNATURE  {/ Y

Kent Thiry
PRINTED NAME

Chief Executive Officer
PRINTED TITLE

Notarization:
Subscribﬁ_d and swarn to befg

this 2 5 day of

CARPSTRATSRN
"“\OTA,&}‘-OO

Seal

*Insert EXACT legal name of the applicant

=

SIGNATU@

Dennis Lee Kogod

PRINTED NAME

Chief Operating Officer

PRINTED TITLE

Notarization:
Subscriped and swgrn to before me
this 'a ; 3¢ A BN

Signature of Notary

Seal é

116681.1




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;

o inthe 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 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 inthe 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 individua! that is the proprietor.

This Application for Permit is filed on the behalf of __Total Renal Care, Inc.
in accordance with the requirements and procedures of the lllinois Health Facilities Planning 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.

U A

SIGNATURE |/

SIGNATURE N/

Kent Thiry Dennis Lee Kogod
PRINTED NAME PRINTED NAME
Chief Executive Officer Chief Operating Officer
PRINTED TITLE PRINTED TITLE
Notarization: Notarization:
Subscribfi‘d and sworn to before me i

this 2{ 5% day of

Signature of Notary Signature of Notary

Seal Seal

*Insert EXACT legal name of the applicant




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

SECTION Ilil - BACKGROUND, PURPOSE OF THE PROJECT, AND ALTERNATIVES -
INFORMATION REQUIREMENTS

This Section is applicabie to all projects except those that are solely for discontinuation with no project
costs.

Criterion 1110.230 — Background, Purpose of the Project, and Alternatives

READ THE REVIEW CRITERION and provide the following required information:

BACKGROUND OF APPLICANT

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

2. A certified 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 DPFH 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 pemit, the
documentation provided with the prior applications may be utilized to fulfill 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 1 IN NUMEREC SEQUENTIA DER AFTER THE LAST
PAGE OF THE APPLICATION FORM. EACH ITEM‘(1-4} MUST BE IDENTIFIED IN ATTACHMENT 1.

PURPOSE OF PROJECT

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 as appropriate.

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

NOTE Informatron regarding the "Purpose of the Prolect” wull be mcluded in the State Agency Report

APPEND DOCUMENTATION AS ATTACHMENT-‘IZ IN NUMERIC SEQUENTIAL ORDE-R AFTER THE LAST
PAGE OF THE APPLICATION FORM. EACH ITEM (1-6) MUST BE IDENTIFIED IVN_.ATTA’CHMENT 12, -

1143413
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

ALTERNATIVES
1) Identify ALL of the alternatives to the proposed project:
Alternative options must 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 population proposed to be served by the project; and
D) Provide the reasons why the chosen alternative was selected.
2} Documentation shall consist of a comparison of the project to altemnative options. The

comparison shall address issues of total costs, patient access, quality and financial
benefits in both the short term (within one to three years after project comptetion) and iong
term. This may vary by project or situation. FOR EVERY ALTERNATIVE IDENTIFIED
THE TOTAL PROJECT COST AND THE REASONS WHY THE ALTERNATIVE WAS
REJECTED MUST BE PROVIDED.

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

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

114341.3




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

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:

1. Document that the amount of physical space proposed for the proposed project is necessary and not
excessive. This must be a narrative.

2. If the gross square footage exceeds the BGSF/DGSF 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 supporied 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 space that results in excess square footage.

Provide a narrative for any discrepancies from the State Standard. A table must be provided in the
following format with Attachment 14.

SIZE OF PROJECT
DEPARTMENT/SERVICE PROPOSED STATE DIFFERENCE MET
BGSF/DGSF STANDARD . STANDARD? .

APPEND DOCUMENTATION AS ATTAGHMENT- 14, IN NUMERIC SEQUENTIAL ORD
APPLICATION FORM. : _ ) y

PROJECT SERVICES UTILIZATION:

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 Ill. 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. A narrative of the rationale that supports the projections must be

provided.

A table must be provided in the following format with Attachment 15.

UTILIZATION
DEPT./ HISTORICAL | PROJECTED | STATE MET
SERVICE | UTILIZATION | UTILIZATION | STANDARD | STANDARD?
(PATIENT DAYS)
(TREATMENTS)
ETC.
YEAR 1
YEAR 2

APPEND DOCUMENTATION AS ATTACHMENT -15, 1N NUMERIC SEQUENTIAL ORDER AFTER -HE LAST PAGE OF THE.
APPLICATION FORM. . S

114341}
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

UNFINISHED OR SHELL SPACE:
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
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.

APPEND DOCUMENTATION AS ATTACHMENT 16, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. o

ASSURANCES:
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
shell space) will be submitted; and

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

APPEND DOCUMENTATION AS ATTACHMENT-17. IN NUMERIC SEQUENT!AL ORDER AFTER THE L.AST PAGE OF THE
-APPLICATION FORM. i . . e

114341.3




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

G. Criteriol

1.

n 1110.1430 - In-Center Hemodialysis

Applicants proposing to establish, expand and/or modemize In-Center Hemodialysis
must submit the following information:

APPLICATION FOR PERMIT- May 2010 Edition

2. indicate station capacity changes by Service: Indicate # of stations changed by
action(s):
# Existing # Proposed
Category of Service Stations Stations
X In-Center Hemodialysis
3. READ the apglicable review criteria outlined below and submit the required

documentation for the criteria:
APPLICABLE REVIEW CRITERIA Establish | Expand | Modernize
1110.1430(b}1) - Planning Area Need - 77 lll. Adm, Code 1100 X

(formula calculation}
1110.1430({b)(2) - Planning Area Need - Service to Planning Area X X

Residents
1110.1430(b){3) - Planning Area Need - Service Demand - X

Establishment of Category of Service
1110.1430(b){4) - Planning Area Need - Service Demand - X

Expansion of Existing Category of Service

1110.1430(b)(5) - Planning Area Need - Service Accessibility X
1110.1430(c)(1} - Unnecessary Duplication of Services X
1110.1430(c){2) - Maldistribution X
1110.1430{c)}{3) - Impact of Project on Other Area Providers X
1110.1430(d)(1) - Deteriorated Facilities X
1110.1430{d)(2) - Documentation X
1110.1430(d)(3} - Deocumentation Related to Cited Problems X
1110.1430(e)-  Staffing Availability X X
1110.1430(f} - Support Services X X X
1140.1430(g) -  Minimum Number of Stations X
1110.1430(h) -  Continuity of Care X
1110.1430())-  Assurances X X X

APPEND DOCUMENTATION AS ATI'ACHMENT-26 IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST _
PAGE OF THE APPLICATION FORM.

Projects for relocation of a facility from one location in a planning area to another in the

same planning area must address the requirements listed in subsection (a)(1) for the
“Establishment of Services or Facilities”, as well as the requirements in Section 1110.130 -
“Discontinuation” and subsection 1110.1430(i) - "Relocation of Facilities™.

11434].3




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

The following Sections DO NOT need to be addressed by the applicants or co-applicants responsible for
funding or guaranteeing the funding of the project if the applicant has a bond rating of A- or better from
Fitch's or Standard and Poor's rating agencies, or A3 or better from Moody's (the rating shall be affirmed
within the latest 18 month period prior to the submittal of the application}:

» Section 1120.120 Availability of Funds — Review Criteria
s Section 1120.130 Financial Viability — Review Criteria
s Section 1120.140 Economic Feasibility —~ Review Criteria, subsection (a)

Vil - 1120.120 - Availability of Funds

The applicant shalt document that financial resources shall be available and be equal to or exceed the estimated total
project cost plus any related project costs by providing evidence of sufficient financial resources from the following
sources, as applicable: Indicate the doflar amount to be provided from the following sources:

a) Cash and Securities — stalements (e.g., audited financial statements, letters from financial
$1.417.261 institutions, board resalutions) as to:
1) the amount of cash and securities available for the project, including the

identification of any security, its value and availability of such funds; and

2) interest to be eamed on depreciation account funds or to be eamed on any
asset from the dale of applicant's submission through project completion;

b) Pledges - for anticipated pledges, a summary of the anticipated pledges showing anticipated
receipts and discounted value, estimated time table of gross receipts and related fundraising
expenses, and a discussion of past fundraising experience.

c) Gifts and Bequests - verification of the dollar amount, identification of any conditions of use, and
the estimated time table of receipls;
d} Debt - a statement of the estimated terms and conditions (Including the debt time period, variable
778,570 or permanent interest rates over the debt time perlod, and the anticipated repayment schedule) for

any interim and for the pemanent financing proposed to fund the project, including:

1 For general obligation bonds, proof of passage of the required referendum or
evidence that the governmental unit has the authority to issue the bonds and
evidence of the dolar amount of the issue, including any discounting

anticipated;

2) For revenue bonds, proof of the feasibility of securing the specified amount and
interest rale;

k) For mortgages, a letter from the prospective lender attesting to the expectation

of making the loan in the amount and time indicated, including the anticipated
interest rate and any conditions associated with the mortgage, such as, but not
limited to, adjustable interest rates, balloon payments, etc.;

4) For any lease, a copy of the lease, including all the terms and conditions,
including any purchase options, any capital improvements o the property and
provision of capita! equipment;

5) For any option to lease, a copy of the option, including all terms and conditions.

e) Governmental Appropriations — a copy of the appropriation Act or ordinance accompanied by a
statement of funding avallability from an officiat of the governmental unit. If funds are to be made
available from subsequent fiscal years, a copy of a resolution or other action of the govemmental
unit attesting Lo this intent;

f) Grants - a letter from the granting agency as to the availability of funds in terms of the amount and
time of receipt;

q) All Other Funds and Sources — verification of the amount and type of any other funds that will be
used for the project.

$2,195.831 TOTAL FUNDS AVAILABLE

"APPEND DOCUMENTATION AS ATTACHMENY-39, /N NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. ST T T

1143413
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

I1X. 1120.130 - Financial Viability

All the applicants and co-applicants shall be identifled, specifying their roles in the project funding or
guaranteeing the funding (sole responsibility or shared) and percentage of participation in that funding.

Financial Viability Waiver

The applicant is not required to submit financial viability ratios if:

1. All of the projects capital expenditures are completely funded through internal sources

2. The applicant's current debt financing or projected debt financing is insured or anticipated to be
insured by MBIA {Municipal Bond Insurance Association Inc.) or equivalent

3. The applicant provides a third party surety bend or performance bond letter of credit from an A
rated guarantor.

See Section 1120.130 Financial Waiver for information to be provided

APPEND DOCUMENTATION AS ATTACHMENT-40, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST
PAGE OF THE APPLICATION FORM. - - e R e

The applicant or co-applicant that is responsible for funding or guaranteeing funding of the project shall provide
viability ratios for the latest three years for which audited financial statements are available and for the first full
fiscal year at target utilization, but no more than two years following project completion. When the applicant's
facility does not have facility specific financial statements and the facility is a member of a health care system that
has combined or consoiidated financial statements, the system’s viability ratios shall be provided. If the health care
system includes one or more hospitals, the system's viability ratios shall be evaluated for conformance with the
applicable hospital standards.

Provide Data for Projects Classified “Catego:
as: e

ry A ofb\a'te'goryf B(Iastthreayears .+ Category B

“ (Projected)

Enter Historical and/or Projected = -
Years: _ o

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 caiculation
and applicable line item amounts from the financial statements. Complete a separate table for each
co-applicant and provide worksheets for each.

2. Variance
Applicants not in compliance with any of the viability ratios shall document that another organization,

public or private, shall assume the legal responsibility to meet the debt obligations should the
applicant default.

APPEND DOCUMENTATION AS ATTACHMENT 41, IN NUMERICAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. R A R

e
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JLLINQOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

X. 1120.140 - Economic Feasibility

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

A.  Reasonableness of Financing Arrangements

The applicant shall document the reasonableness of financing arangements by submitting a
notarized statement signed by an authorized reprasentative that attests to one of the following:

1) That the total estimated project costs and related costs will be funded in total with cash
and equivalents, including investment securities, unrestricted funds, received pledge
receipts and funded depreciation; or

2) That the total estimated project costs and related costs will be funded in total or in part by
borrowing because:

A) A portion or all of the cash and equivalents must be retained in the balance sheet
asset accounts in order to maintain a current ratio of at least 2.0 times for
hospitals and 1.5 times for all other facilities, or

B) 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 perod.

B. Conditions of Debt Financing
This criterion is applicable only to projects that involve debt financing. The applicant shall

document that the conditions of debt financing are reasonable by submitting a notarized statement
signed by an authorized representative that attests to the following, as applicable:

1) That the selected form of debt financing for the project will be at the towest net cost
available;
2) That the selected form of debt financing will not be at the lowest net cost available, but is

more advantageous due to such terms as prepayment privileges, no required mortgage,
access to additional indebtedness, term (years), financing costs and other factors;

3) That the project involves (in total or in part) the leasing of equipment or facilities and that
the expenses incurred with leasing a facility or equipment are fess costly than constructing
a new facility or purchasing new equipment.

C. Reasonableness of Project and Related Costs
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 c D E F G H
Department Total
(list below) Cost/Square Foot Gross Sq. Ft. Gross Sq. Ft. Const. § Mod. $ Cost
New Mod. New Circ.” | Mod. Circ.” (AxC) {BxE) {(G+H)

Contingency

TOTALS
* Include the percentage (%) of space for circulation

1143413
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D. Projected Operating Costs

The applicant shall provide the projected direct annual operating costs (in current dollars per equivalent
patient day or unit of service) for the first full fiscal year at target utilization but no more than two years
following project completion. Direct cost means the fully allocated costs of salaries, benefits and supplies
for the service.

E. Total Effect of the Project on Capital Costs

The applicant shall provide the total projected annual capital costs (in current dollars per equivalent
patient day) for the first fuli fiscal year at target utilization but no more than two years following project
completion. )

APPEND DOCUMENTATION AS
APPLICATION FORM.

ATTACHMENT 42, IN NUMERIC SEQUENTIAL' ORDER AFTER THE LAST. PAGE OF THE s

Xl. Safety Net Impact Statement

SAFETY NET IMPACT STATEMENT that describes ali of the following must be submitted for ALL SUBSTANTIVE AND
DISCONTINUATION PROJECTS:

1. The project's malerial 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 charity 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
Ifinois Community Benefits Act. Non-hospital applicants shall report charity care, at cost, in accordance with an appropriate
methodology spedified 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 Qutpatients Served by Payor Source” and “Inpatient and Qutpatient Net
Revenue by Payor Source” as reguired by the Board under Section 13 of this Act and published in the Annual Hospital Profile.

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

A table in the following format must be provided as part of Attachment 43.

Safety Net Information per PA 96-0031
CHARITY CARE
Charity (# of patients} Year Year Year
Inpatient
Qutpatient
Total
Charity {cost In dollars)
Inpatient
Oulpatient
Total
MEDICAID
Medicaid (# of patients) Year Year Year
Inpatient
Qutpatient

1143413
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Medicaid (revenue)

Inpatient

Qutpatient

Total

APPEND DOCUMENTATION AS ATTACHMENT-43, IN NUMERiC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. B o :

Xil. Charity Care Information

Charity Care information MUST be furnished for ALL projects.

1, All applicants and co-applicants shall indicate the amount of charity care for the latest three audited fiscal years, the cost
of charity care and the ratio of that charity care cost to net patient revenue.

2. if the applicant owns or operates one or more facilities, the reporting shall be for each individual facility located in lllinois. If
charity care costs are reporied on a consolidated basis, the applicant shall provide documentation as to the cost of charity
care; the ratio of that charity care to the net patient revenue for the consolidated financlal statement; the allocation of
charity care costs; and the ratio of charity care cost to net patient revenus for the facility under review.

3 If the applicant is not an existing facility, it shall submit the facility's projected patient mix by payer source, anticipated
charity care expense and projected ratio of charity care to net patient revenue by the end of its second year of operalion.

Charity care™ means care provided by a heaith care facility for which the provider does not expect to receive payment from
the patient or a third-party payer. (20 ILCS 3960/3) Charity Care must be provided at cost.

A table in the following format must be provided for all facilities as part of Attachment 44,

"CHARITY CARE
Year Year Year

Net Patient Revenue

Amount of Charity Care (charges)
Cost of Charity Care

APPEND DOCUMENTATIDN AS ATTACHMENT-44, IN NUMER!C SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.
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Section |, Identification, General Information, and Certification
Applicants

Certificates of Good Standing for Davita, Inc. and Total Renal Care, Inc. are attached at Attachment — 1.
As the ultimate parent of the proposed operator, Total Renal Care, Inc,, DaVita, Inc. is named as an
applicant for this CON application. DaVita, Inc. does not do business in the State of lllinois. A Certificate
of Good Standing for DaVita, Inc. from the state of its incorporation, Delaware is attached.

Attachment - 1

114354.5




Delaware ... .

The First State

I, JEFFREY W. BULLOCK, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY "DAVITA INC." IS DULY INCORPORATED
UNDER THE LAWS OF THE STATE OF DELAWARE AND IS IN GOOD STANDING
AND HAS A LEGAL CORPORATE EXISTENCE SO FAR AS THE RECORDS OF
THIS OFFICE SHéW, AS OF THE THIRTIETH DAY OF NOVEMBER, A.D.
2010.

AND I DO HEREBY FURTHER CERTIFY THAT THE SAID "DAVITA INC."
WAS INCORPORATED ON THE FOURTH DAY OF APRIL, A.D. 1994.

AND I DO HEREBY FURTHER CERTIFY THAT THE FRANCHISE TAXES
HAVE BEEN PAID TO DATE.

AND I DO HEREBY FURTHER CERTIFY THAT THE ANNUAL REPORTS HAVE

BEEN FILED TO DATE.

‘éﬁiﬁrﬂ%“ iy Jelfrey W. Bullock, Secretary of State T
2391269 8300 .y AUTHENTYCATION: 8386715

DATE: 11-30-10

101133217

You may verify this certificate online
at corp.delavware.gov/authver.sh

Attachment — 1A
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File Number 5823-002-2

To all to whom these Presents Shall Come, Greeting:

1, Jesse White, Secretary of State of the State of Illinois, do bereby
certify that I am the keeper of the records of the Department of

Business Services. I certify that

TOTAL RENAL CARE, INC., INCORPORATED IN CALIFORNIA AND LICENSED TO
TRANSACT BUSINESS IN THIS STATE ON MARCH 10, 1995, APPEARS TO HAVE
COMPLIED WITH ALL THE PROVISIONS OF THE BUSINESS CORPORATION ACT OF
THIS STATE RELATING TO THE PAYMENT OF FRANCHISE TAXES, AND AS OF THIS
DATE, IS A FOREIGN CORPORATION IN GOOD STANDING AND AUTHORIZED TO
TRANSACT BUSINESS IN THE STATE OF ILLINOIS. .

In Testimony Whereof, 1 nereto set
my hand and cause to be affixed the Great Seal of
the State of Illinois, this 18TH

day of = OCTOBER AD. 2010
& Yoo WAL
Authentication #: 1025100457 . .
Verify at www:cyberdriveillinois.com SECRETARY OF STATE

Attachment— 1B




Section |, ldentification, General Information, and Certification
Site Ownership

The letter of intent between Total Renal Care, Inc. and 2636 South Sixth Street, LLC to lease the property
located at 2930 South 6™ Street, Springfield, lllincis 62703 is attached at Attachment — 2.

Attachment — 2

114354.5




Charles
Robbins
REALTOR

November 24, 2010

Realdent'y Offce Commuarcisf Development Ofcé
7144 5. MacArthr Donvgyarns Fia4 8§ MacArthn Aociee
Sprgfond, i B2T04 Springidd. 1. 63704

Telophone {£17) 5252117 Toiwphoen (217} 5257760

Far @ (217 6253775 Faa & (211 5650542

wae, ¢ b tigrobbing com  Ewmall: et chorssrobbing com

RE:  Lotter of Intent: 2930 8. 6% Steeet, Springfield, Minois 62702

Dear Mr. Furling;

1131 Reat Estate Brokorage Services Ine. and Charles Rebbing Renttor have boeen authoriaed by DaVita Inc. to provide thiis
terter of Intens to lcase the above mentioned property under the terms aod condinions below

LOCATION:
TENANT:
LANDLORD:
ENITIAL SPACE
PRIMARY TERM:

POSSESSION AND
COMMENCEMENT:

FAILURE TQ DELIVER
PREMISES:

LEASE FORM;

2930 South Sixth Street, Springficld, Hiimois 62703
“Total Renaf Care, Inc. o related ontity 1o be named ™

2636 South Sixth Street LLC % William Furling 111, Spriugfield, 1. 62703

Approximaicly 610 contiguous usable square feet. No load facior added

10 years

Tenam shall take posscssion of the premises wpon the Iater of cormletion of

Landbards required work (if amy) or mutual kease execution. In any evenl, the rent

and term shall cammence the earkier of seven (7) months from possession or until:

. Leaschoid Improverments within the Promises have boen comploted int
accordance with the final construction documents (exeept for nominal
punch list items); and -~

b. A Certificate of Occupancy for the Premises has been obtained from the
Citvof Springfickd, 1L; and

c Tenat has obtaincd sll necessary licenses and peomits.

1f Landlord has not delivercd the premmses o Tenant with all base building items
substantially completed by nincty (%0} days from lease exeeution, Tenant may elect

to termizade the lease by written notior 1o Landlord. Landlard shall deliver presosese.””
to Teoant 90 days after the latter of issuance of Certification of Noed date or TIF
approval dne unless Tanant cleets to Forfont TIF reimbarsomoent.

The Tenant shalt provide its standard lcuse form




LSE:

BASE BUTLDING:

QPTION TG RENEW:

RIGHT OF FIRST REFDSAL ON

ADIACENT SPACE:

RENTAL RATE:
HOLDING GVER:

CONCESSIONS:

COVIMON AREA EXPENSES
AND REAL ESTATE TAXES:

The use 13 for o Dialvsis Clinic, related medical. office and distribution of
pharmacenticals. Please verify that the use and parking are permitied within the
butldinge’s zoning.

The folfowing items must be dativered by the Landlord to the promises as part of
ths base building:

- A2 degicated vnier motay and i

- A7 sower b 1o a rmicipg? coner s

- Minimum 300 to 8040, 170208 volt 3 phase, 4 wire clocivienl sorvice

- as service. a4 minimvan. will be mtisd o have 67 of watsr eolonm
pressure and supphy §00.000-BTU s

- VAT rooftop Unite/Syatoms and alf sosociated cost with unir

Please refer W ihe atachet Exhibit B regording additiona! Sase building
improvenonts pad se dovelopmont rogniremeais,

Mease describ whaaher LeasehoM Improvements will he provided oo a “Tosabey™
or “Allowance” hasis and the amovnt incfuded within the Fasc Rent schodule,
Farthermagre, stare of Landlswd is wilimg to amarize additions! moprovesinems e
the yon v of the Base wrm Landiord will wvith the creperation of Tenans subant
cligible improvawag to City of Sprirglichd for rumbursament from TIF funds,
Reimbursement can be up o /3 of ofigibie cxpenses.  Landlord wil? reimburse
Tenamnt {or its i ent experse to the oo that TIF funds are pxd to Landlord.

Tenant deeires theee (3) Gve £5) yorr options 1o renew the fmaxe, Option Rt ghafl
be e bessor of $94%% of fair starkee vatee, ar, the ront durdng the pricr o

ssealaid by the ine e i the TP U oner the prior tovmy, capped at o percent
{2%%) annuath: with prioy verittcn vodes duc six (6) maonths.

Tirnnt sl have the rivht of first effer on amv adiaoot space that may become
availahls during ths initlal tean of the Lass and goy extension thercaf,

10 vears St3 per fome per vegr vith 2°8 pery vezr eseabanon.,

In the cvert Terant temains i possession of ths Promises altor theenpintion of
the torm of this Leae, then Teomars shait be chtigared o 5y rone ae 12425 the then
CLHTCTS e

Tenan: renuires fve (3 designaizd spaces for ils ust,

TIF reamberregment as ootlined above

Real Eveate Taxes 2010 wese 5277 Aaqliyr Invuraies eouts for 2010 wre $T.40
feqtesT CAM cags for 2010 were 31 32sq 57 0 mehede eilines (water and

exterior lightine), landseapre. suow ramoval, mainichance. utilitics, securiby cet.




SIGNAGE:

BUTLDING HOURS:

SUBLEASE/ASSIGNMENT:

GOVERNMENTAL
COMPLIANCE:

ROOF RIGHTS:

RADIUS RESTRICTION:

. 4 INATION
ON:
SECURITY DEPOSIT:

CORPORATE GUARANTEE:

CONTINGENCIES

‘Fenant shall bave the right 1o install buitding signage a1 the Premiscs, subject o
Landlord’s consent, which eonsert shalt not be unreasanably withheld, and subjver
16 compliante by Tonan with al applicahle Jaws and regulations. Landlord. at
Landlord"s &xpense will fersish Tenunt with space for Tenant's designated nounes
on the buildiag dirceton board in the lobby of the building and il put Tenant's
nanse oo amy gthey directony boerd which may be part of the britthme or commplox,

Tonant requires building fmurs of 2.0 hours a day, 7 dnys 2 week,

Temm will have the right ar 2ny tink to sublease or assign #s igcres: i this Lease
W any uajorily owned subsidiarics or related estitics of DaVita Inc. withou! the
conscat of the Landiord.

Eamdlord shall represent and wamaid 1o Teoant that Londlond, 2t Landlord’s sole
cxpense, wilt cause Tenant's Premeises, the Building and padkiog facilities to be in
folt compliance with any sovernnmental laws, ordinanco:, regutsions or anders
ralating to, bit eoe fimitad o, conepliane with the Aracriczns with Disabilities Act
(ADA}, ond esvivanmaual eonditions relatipg to dhe oxistence of asbestus and/or
other horartous maerials, or soil and ground waler cosditions, and shall
indermmify and hold Tenamt hanntess from ame claims, fiabitities and cost ansig
frot eaviconeemal oonditions vot caussd by Tenand(s),

If the building docs not have cable television sendas, then Tt wild need the
Tight 1o place a saretiine dssh on the roof m v addiisnsh foo.

Landiond shall eot lease space to another Dialysis clinic or similar facility at the
Froperty or at anv of the ather poporties Landlamd corerols withm fve (5) milec f
the subiect propery.

No Early Teninaos Optiza
The client by company policv, doos not provide securiny doposits,
A compomte gavrzyere froen DaYita tne. il be roguined

Tenant will poud 1o zpply for a Certificare of Need for the fizul focation. 1 Teazal
docs not get the Cortificsie of Neod by Aprit 30, 2001, the Lease wall be rull and
veid  IF they do gof the Centificnte of Need, then tiey wil) go forvard with the
lcase based oo sstisfving the other conjinaoncies that arc i their sinpderd {edse
Decument.

Tenam CON Ovtation: Landlort and Fonam sanderstang and agree i the
establishimers of anv chranic cutpasicnt diatysis facitity is the State of Hlisois is
subijors o the requirements of the Tiinois Health Facilitics Planning Act, 20 LCS
IR} or qoyg. and, thus, the Tora coamog cemblish a dichosts frethty on the
Premizca or exconte b bingiing real ealate kease in connction thorewilh unkss
Tenant obinirs a Contificate of Nead {CON) pannit fen the Tieats Health
Facilities Planining Board (the "Planning Board”). Tenant agrees to proceet using
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12/29/2010 09:45 FAX 2177332845 Sp Montvale Dialysis @0002/0002

£t poeromencinly reapanably st citorts o sabeif an sppliostion foc s CON
pomitrand w0 prowecttin knid spptiorion 1o obityin Wer EOMN preidt From the
Pluiing Boerd. Mummdmmmm
wmﬂmumammmwm
ammmmmmmwmmm
clttigpncn tor ekt thir e of o definitrve leavon nprotmiom td ottty
At i to-appactal of ¥ CON prmciyprovided, bonvoves, P Jorgehali
ok be bingiag on i party prics o thoappoval o (e TN por gnd 6
heten pgbeoncnt ad Contain s contingmeTy clame Exdinting e e Xy
ageoament I ot Girve ponding COR soproved, Aasaming GO perveit
opmaved b, gz, W cAimtive divs oF the Fetme apneaseit, shalt b the firo, doy
ot witendareoonth Aflewing CON porekt sppomanl. B heovest Sttt .
Moy Boend docs ma s Tomon a8 CON peemss o ottt fivkysty cemor
o Ko Patrmdsas by Apw) 36, 2014 nrither ponry shold Tasvie sy Sorthuer obaetion

to the ofber pasty %Wh&mmdmw
by thiz batter of Intore,

PROKFRAGE FEE: Wmumummmmmmmmw
{iarbee Robbins Resftor ¢ thy olhent's soly reproscitntivot sid o Brckerage foc of
frvw prroem (YY) of thy gror rotst ot tvey tho tores olwll o i o LI, o Ty
Beaiggnpton foca o{¥ilints, e cepaaip combriuiion aeccavnt, The oBRit dall
remin the Hight 2 o8t et for: it to ey B Yied Punm Cormingion,

Phnsﬂmmmmbmmhhmﬂmmdaﬂm:\mymm Vecrm ibiamey: Meivoinber 18,
200014

Wenshd D. Ladiey
Chantes Sobbiey Realtor
1M S Marnrtine Blvd.
Sprimglietd, Ymsis 63104
1t ghartd ba rmstereennoct that this Tatiee af Tntest ks pubjett tn the teros of Exii A artached hereso,

wﬁwmmﬁ%mmmzm wmmmmnﬂmmmmmw
L e e L] il Ly tpushine Aicl

Spcingherd, 1. 67103 Ondetnl of Terad Rens} Care. I o etbofly oot
" atiidingg of DoVim, g PTowat’)

“Thonk ve for your tinw aid sooperation §n this maner,




Very trufy vours,

Ronadd D. Ladley

Coe: EiST Reaf Estare Brokewpe Services




EXBIDIT A
NON-BINDING NOTICE

NOTICE: THE PROVISONS CONTAINED tN THIS LETTER OV INTENT ARE AN EXPRESSION OF THE
PARTIES' INTEREST ONLY. SAID PROVISIONS TAKEN TCOETHER OR SEPERATELY ARE NETTHER
AN OFFER WHICH BY AN “ACCEPTANCE" CAN BECORIE A COATRACT, NOR A CONTRACT. BY
ISSUING THIS LETTER OF INTENT, NEITHER TENANT NOR LANBLORD (OR USI) SHALL BE BOUXD
TO ENTER INTO ANY (COOD FAITH OR OTHERWISE); NEGOTIATIONS OF ANY KiIND
WHATSOEVER, TENANT RESERVES THE RIGHT TO NEGOTIATE WITHR QTHER PARTIES. NEITLHIR
TENANT, LANDLORD OR UST INTENDS ON THE PROVISIONS CONTAINED IN TIHS LETTER OF
INTENT TO BE BENDING (R ANY MANKER, AS THE ANALYSIS FOR AN ACCEPTABLE TRANSACTHION
WILL INVOLVE ADDITIONAL MATTERS ROT ADDRESSFD IN THIS LETTER, INCLUDING, WITHOUT
LIAMTATION. THE TERMS OF ANY COMPETING PROSECTS, OVERALL ECONOMIC AND LIABILITY
PROVISIONS CONTAINED IN ANY LEASE DOCUMENT AND IXTERNAL APFROVAL PROCESSES AND
PROCEDURES. THE PARTIES UNDERSTAND AND AGREE THAT A CONTRACT WITH RESPECT TO
THE PROVISIONS IN TS LETTER OF INTENT WILL NOT EXIST UNLESS AND LSTHL. THE PARTIES
HAVE EXECUTED A FORMAL, WRITTEN LEASE AGREEMENT AFPROVED IN WRITING BY THER
RESPECTIVE COUNSEL. USI IS ACTING SOLELY ¥ THE CAPACITY GF SOLICTTING, PROVIDING
AND RECEFVING INFORMATION AND PROPOSALS AND MEGOTIATING THE SAME ON BFHALF OF
OUR CLIENTS. UNDER NO CTRCUGMSTANCES WHRATSOEYER DOLS USt HAVE ANY AUTHORITY TG
BIND QUR CLIENTS TO ANY ITEM, TERM OR COMBINATION OF TERMS CONTAINED HEREIN, THIS
LETTER OF INTENT IS SUBMITIED SHIJECT TO ERRORS, OVISHONS, CHANGE OF PRICE.
RENTAL OR OTHER TERMS; ANY SPECIAL CONDITIGNS $:MPOSED BY OUR CLIENTS; ARD
WITADRAWAL WITHOUT NOTICE. WE RESERVE THE RIGHT TO CONTINUE SDVULTANEOLS
NEGOTIATIONS WITH OTHER PARTIES ON BFAALF OF OUR (LIENT. NO PARTY SHALL HAVE ARY
LEGAL RIGHTS GR OBUIGATIONS WITH RESPECT TO ANY OTHER PARTY, AND NO PARTY
SHOULDR TAKE ANY ACTION OR FAIL TO TAKE AXY ACTION IN DETRIMENTAL RELIANCE ax
THIS OR ANY OTHER DOCUMENT OR COMAMUNICATION DNTH. AND USLESS A DEFINITIVE
WRITTEN LEASE ACREEMEXNT 1S PREPARED AND SIGNED BY TENANT AND LANDLORD.




Exkibn B

| FOR EXISTING BUTLDING)
{SUSRIECT TO MODIFICATION BASED GN INPDT FRO LESSEE'S PROJECT MANAGER WITH RESPECT T
EACH CENTER PROJECT]

SCHFRILE A- TO WORK LETTER
AIINTM 2 BASE CLILDING IMPROVEAIFNT OFQUIGEMEXTS

(Noto; Sectlons with an Asierisk [*} have specitic requiremente for T 1.2 in Californin and other selest States - see end of dicument
for changes to that seciion}

At a miminmm the Lessor shall provids the following Base Boildin: bnpravernente o aset Lagses’s requirernis foran
Exittir Base Buiidng Improvemonts at Leeser’s sole cost:

Adl MBBI work complteted by the Lessor will need fo be conrdingied and approved By the Lessee sud there Coesulinars
prior 1o anv work being completed. including shop drow inas and submiitals nsdews

1.0 - Beilfing Codes & Deskzn #
Al Mmmiom Base Buildmyr kmprovements (MBBD are to be porfmmed in accordanze with alf lseal, state, and
foderal huilding codes including any related amondswms, fire snd Tife safety oodus, ADA negulations. Stale
Deparement of Public Heatth, and other spplicatic and codes as it potains to Dialysis. All Lessor’s vork witl kave
Govommental Authoritics Having Jurisdiction ("GAHI™) approved architectural and enginzering (Mechanical.
Plustbime, Electrizal, Strectural. Ciefl, Frvivenments!) plang ond speeifications prepared by a Feensed arshiteot
e engginecr,
Leerce shal! have S0 coutrol over the selection of Ui Goneml Comrastor for the tonowt tuprovemzn work,

2.0 - Zanp & Pernsitting
Buiiding and promises wst be zoned 1o perform sersicss as a dalvsis clicic.  Lessor to provide all Zoning
inFormation rioted (o the base building.  Any now Zoning changes/varianees necessary for usc of the promises as a
dishvsis chinic chafl be the responsihility of the Lessee with the assismnce of the Lessor to soeurc Zoning
chanecfvarianze, Pemaiming of the interior construction of the spaas will be by e Lessze,

3.0 - Common Arens

Lessce will have aceess and uss of all comoman arens fe. Lobbics Halkvavs. Corridors. Restrooms, Stairszlls,
Litility Roons, Roof Access, Emeryenay Access Prinis and Elnvaters. All conmmon broas taust be codo and ADA
comptiast (Life Safsv, ADA cie.) por cusran federal stn'e and toezt eods rpiremonts.

4.0 - Pemolition
feswr will b seepensible for domelition of all suterior partitions, doors and frammes, plumbing, electrical,
mechanical svtems (other than what i devignated For seuse by Lessee) snd bnishes of the eoeisting bmilding from -
stab o roof deck fo create a “Varifla box” condition. Spacc shall be hroom clean and. ready for interor
improvements speeifie 10 the buildout of a dinkisis facility. Britanz 1o be free amd clzar of amy componcats,
ashestos of materiat that is i viotaron of any ERA standards of accapiance sad local hozardons moreral
Jurisdiction standands.

3.0 - Foundation and Flonr *




Existing Foundations and Stab on Grade in Lessec space must be free of cracks and serthencnt issues, Any crachs
and senfomer issues evidont av amy B pricr commoncemyTy of toren imywopmert work shall e subdect to
inspection by a Liconsed Structural Engdocer siating thar such eracks and / o seithomcnt issacs are within bavies of
the structural ity and performancs antisizated for (Bs conecte ot reindorcement daxign for the tom of the
lcase. Losser te contfirm that the sife docs nod contain eepatsive soils and o coafinm the depth of the water tlic,
Existing coacrete sabs shall contain contred joirms mad structurd reirforcormem

All repairs will be done by Lessor a1 his cost and be done prier to Lassee acccpenncee of space For esngtruclion,
Amy isnes with glib during Lessoz construction will be brovghs op to Lossor anentios and cost cxsoctyted with
shad issme to repasr widi be paid by Lossos,

Anv slab replacoment will be of fhe samo dickmoss of the adjzeoes gleh (or & mminney of 373 wilh 2 mimrmm
concreie sirongth of 3,000-psi witk wire o1 fAiber mesh, andlor rebar remfercoment ove vapor bamicr ol gramlar
fAll. Enfill stab/teonches will be pizned o existing slab at 247 0.C. with # Jbars or gresier 167 long oros dosigned
pex hipher standands by Lessoe’s struchumf copiacer doponding on soils ond existing slab condition

Existiwe Concrete 2007 shall sos have mors than 3-1bs of mossiare per HIKIat124 bours is amatied per complesed
caicfum chiand: tosting ccsntes, Moans and mathads w0 acbioe this kvel wilf be sole rezpensibiliny of the Leesor,

6.0 -Strocternt ¢

Existg exterior walls. finscls, tloer and soof framimg shall renwsin as-is and be frec of dofects, Should sny dofects
be found repairs will be made bn Eessor af his codt. Any ropairs will mott with current eodes =xf apgroved by a
Structmral Engincer and besse.

Lessar shall supply Lessee {if avaflahle) sencetnral engincering drawings of spacs

7.0 - Existing Fterior Wb

All extorior walls shall be in good shape and properdy massasd. Auy domaged drywall and or Tazulation will be
replacod by Lessor prior to Lessce toking posscssion.

It with be the Lessor's rosponsibility for al gost fo hrine evturior walia up to code hefors Leswe 1obes pesseasion.

7.0 - Demising wally

New or Bxduing domisivg walls shex be 2 1 or Jhe fire rezed wall dopending om ot eodes, surte anct or regubatary
rerpriTamerts INFPA 1831 - 2000) whichever is more siringent 1 is doey-vot mect this, Loseer wilk bring dorebing
wall up to meet the ratings/UL requirerments, Walls w be &re condied in seonance with UL standards a2 floo: and
roof dock.  Drerising walls will have sound attennation batts S floor to wniteeside of deck.

At Lessoe's ogion and as agrood epon by Lessar, sy new domising wall irzerior doveail 1o dessec's space shall not
be instalicd cnel after Lessee™s improvements are complote s the wall,

8.0 - Roof Covering *

The roof shall bz proporty sloped for drainaze ot faded for proper euter shed. The roof, reof drains and
doraspouts shalt be properly maintained 1o gnard apainst rool Laoks and enn properly drain Lessor will provide
Lesses the mfonmtion on tht Reof and Coniractor oiding warranty,  Lesser to provide minimum of R30 roof
insulasica at roof deck. 1 the R30 value is nat meet. Lessar to increase R-Valoe by having installed additional
inentation to mer GAHS requiroments to the undureids of the roof staastureddeck.

Any now penctrations made during buildont will be at the Lessee's cosi. Lessor shall grant Lessee that right 1o
comeeal e romove existing sklickis as decmd appropiate by Lessae apdd thawr Consitiants.




9.0 - Canopy *
Lamsor shall allow Lessee 1o dosign and construcl a conopy struciure for patient drog ofF and if aleurd local code,

10.0 - Walcrproofing and Weatherproafing
Leszor shall provide complote water tight buikding shell inglusive bat not limaded to. Flastimg andfor sealant sround
windows, doors, pompet walls, Mecimmical £ Plumbing / Elerurica! ponctrations, Lessor shall propory scal the
building's gicrior walls, fomings, slabs as required in hizh moistum conditions such as {including bt oot limuod
to) finich floor sub-grade, mised planiers, and high water 1able, Lessor shall be responsibls for replacing any
damaged itcms and repaising any deficicncies cxposed during £ 2fter constnuciion of tommt fiprovement,

i1.0 - Windowx
Any siaghs pone window systems must be replaced by Lessar with code congpliznt Encrgy cfffciont thormal pane
windows with thermathe broken gleminum fromes. Brolon, missing andfor demaged glass or frames wilt be
replaced By Leseor.  Lessor shall aflow Lossee, at leswe's diverction. 1o Gnl the exdsting windows épes
manufatures reommandationgsy por Lessee’s tonant mmpro ermont desien.

§2.0- Thormat Fovulation ‘
Lessor ta replsee any nvissing and/or danaged wall ot cetling insalation with P-{3. 19 or R34 insulation.

13.0- Exterior Doory
Amergan Disshiliies Act {ADA), Loca! Codos and State Dopretaent of Health ramuincments for ogroes, TEnok Lessos at ius
cost will nced 1o brine them up 10 code, this will inghuds inwaltine pysh paddles and/or panic bardwa or aay other
lertware for coress. Amy missins weather steipine. damaas to doors or fromes will be remained of repleced by
Laresnr,

Lessor will provide, if nat alrcady present. a front cntrance and rear door 0 space. Should anz net I prescat ot
each of the lotations Lossor, to hme them freratiod per the fallosving eriterin

e Front/ Paticnit Entry Doors: Provide Storefront witls iesutted glase doors and Abuninum framing to bo 42"
width inehuding push paddiefpanic bar hardware costisuous hinge and lock. mechanism. Door to e
prepjred to nocel POWST ossist apenar and push buiton kevpad Jock prnvided by Leszon,

o Service Doars: Provide 72" wide double door (Aktermaws for approval by Lessec’s Project Mamsger to
inchids: 60" Roll up doof, or 2 48™ wids single door or dowble doar with 367 and 24" dions) with 20 gonge
insulasted hollow metaf {double dnors). Flash beofts, T ostrapol Heovy Duty Aluminum threshiold,
contimmons hinge coch kaf, propped for panic bar hardware {as rogquired by codc} painted with rust
inhibiting paint and preppat 1o reacive a push button kvpad lock provided by Lessce. Door to lawe a 107
squtre vizon pamct eut out with inwrlated phess irstalled if requested by Leree,

Aoy doors thot are dosigrated 10 be providad madificd ar propared by Lessor. Lessor shall provids to Lessee, priot
vo door fabrication submittals cootaiming specification infumation, handwarc and shop drawings for moviaw and
accoptance by Lessee and Lessee’s archivent

14.0- Uilities '
Al wii¥itics to bo providod at desipnated atitity entramae points i the buikding at lorations approved by the Imcc
ar 3 common tncation for oceres. Lesanr is raeponsibie for all iapremasetion and iempacs foes for all acw whliies
reqaired for a dinbvsis Eicility, Al Litilities 1o be cocrdimatad with Loss’s Architect.

5.0 Phomnbmyp ¢ ) C g s
Lossar to provide o sepregated/d dodicated 27 water Jine, if not already proscat fand nod tigd-in to any odher kessecs

spaces. fire supprossion systeme. or irigation systems) with a shuf ofF valve, 2 {twad 27 backiffaw proventors in




paraliel {with dmin under BFP’s), and 2™ mcter {1 172" mcter under speciat eirennsiances which must he approved
by Lessee) to provide a contimuons minimom 56 psi fmaxirum of ¥0psi). with o minimwn flow rate of 30 gallons
per minute fo Lasseo space.  Lessor 1o provide Lessoe with the most roconl water flow and pressare test rosulis
tpallons per minute and psi) for approval.  Lessor shafl perform water flow and pressare tost prior 1o lease
cxeention. Lossor shall stub the dedicated water hinc into the Lessee space to a location en Lessee plans. Lessor to
pravide and pay for alf tap foes related to vew sanitary sewer and water scrviees in accordumee with local milding
and regulatery agencics. Lossor may clect to dedicate the existing 27 fine il 27 weter (1-1/27 migter i approved
by Lessee), if existing, to Lessee for Lessee's evchusive and dodicated use. Lessor shalt then be nesponsible to
wstalf a mew water ling and water moter(s) for ase by adiscent ternniis) as needed to et adjacent towant water
roguiremests and water demands  Lessor shall be responsible for all foes and costs nssociated with the line, tap,
meter and npact fies related to this work

All existiny hose hibs will be in proper winking eonditiom prior 1o Lessees poescssios of space.

Existing Sanilary sewer e will need 10 be o four-inch (47') minimum fine to Lesses space and have an invert kel
of 427 nentmam ar 2 smitany bissd s} thot will adeguaily suppert the dmirege requirements lonving the smade, Lift
sratiop/sowage cjostors will not be pormitted. The sanitany sewer line foeding the demised spoce will need to beo
video scaped for integrity with a copv avsilable for Lesse2 and his arehiteet 1o revizw, Sewer fine to reseht a
pamer md with high presssre cleaning fo insuee flow fabegrity fram facility inl2t to city main,

IT the Saniiary ling is oot a 47 line, Lessor vill have installed a new K o 3 focation por Lessee plaas (o suppost
the drainagg: requirements (with 2 minfmum invert Iovet of 427 and to mect Incal code. All cost aszoetated with fine,
tap and irmpact feos will be Lessor responsibi'in

Sanitary sampling mankals if requited by boeal invaicipatin oo pox line.

16.8 « Fire Suppression mnd Akt System ‘
Existing Fire Sprinkler Systome and fire alam control panel shail be madntainod by Lessor. Lessor 1o provide
pottincnt inforsution on Systonis for Lessce Eagincers for design. Lessor to provids cutrent veudor for systen aad
RoRRtOTIRg eontpramy.

If a Spriskler Syxtam is nat provent and is reguired by Laxsor usags basord on NFPA 101, 2000, Lessor to provide
cost. to he incladad in leate rate. for the datign and incrntlation of a enmplele tuenbey spsinkicr systers feue drops
273 honds i dosses space) thet marte ol heeot boikbng snd 1z swftty cods R the cors baikdme, Fhis system with
b on a dedicaned water Bine indepcasdent of Lossee's water Bee raairemenss, inchading municinal m}rmm‘shna
dzavings. servics drops and sperdder beads at keights per Lessee’s neflccthe ceiting phan. flow cont! sj;\.ﬂr:'ﬁn
wired and fewiod, ghnms inchidmg wiring and an cectrizafisAciephonicalty contralind fre abion contmt pancd
cumneried to n monitorine eystemns for omerpency: dispatth.

Existing Fire Alarm system shalt bo saimained nosf i gpod working order by Lessot prior to Lessoc aeceptanco of
space.  Lessor to provide pertimee imfrmation on sy for Leswoe's dosign. hessor 10 provids comeet vemdor
for sysiom amd monitoring compans 1T FA Panct is emabls io accanmodaic § osmee rogsirements Lessor 1o upgrade
nanel at Lerssor’s cost.

Firc Suppression mod Alnrm syt equipment shall be equipped for doutls detortion activation per GAHL

17.0 - Elactrical; . . .
Service sz to be derarmimed by Lessec's engimeer depordant o facifity #20 and gas srmlabitny (3U0mp 19
SO0 service) 1207208 voli, 3 phoe, ¢ wire, Enisting service i0 bo & combined s:‘n;!a sfvice 'For Lesses sprice.
Lessee will 1ot accept axultiple services Lo chiain the oesssary amperuge. Sheuld this not he aveilable Lessor o
upgroke to fret the folloring critena:

35




Provide now senvice (proforably underground) with a dedicated meter via 2 now CT eabinet. Scrvice sine to b
determined by Lessee's enginoer dapemdam on fasific s7c md gas mvibsbitine (400amp 1o 8Mamp service)
120/20% volt, 3 phasc. 4 wire 10 a load conler i the Lessor’s vtiline roam {location to be por Code and 10 a location
per Losses plans) Bor Lesser™s exclusive use dn poveeriug cguipment. applimecs. fighting, heating, cooling, and
miscettincous usc.  Transformer coordination with wiitity company, transfonmer pad, and underground conduit
wized for cervice. ciromit tenmination cakinel, growswhiog red, miain panct with breaker, conduit and wirs inclneive of
cwecavation, trenching and restoratfon.  Lessec's Engincer shill have the fionl spproval oa the electrical service sine
and location. If SE3Y power is supplicd, Lessar to provide step down transformar to Lessee reguiremanis above.

I eoinbioed sarvice wcter cannot be provided Uren Lessor shall provide wiiren veriﬁcark'm from Power Lty
supplier staciag molipls mcters are altowed fog wse by the facility for the duration of the lease term

Lessor wilh atlon: Lerser 1o henve mstalled. ot Leswr cost, Tramsfor Switels for femporany: gencrator heok-ap, or
plrmancil gencrator,

18.0 - Gas Scrvice
Existing Namural pas service at & minimatn & have 2 67 water column pressure and be able to supely 809,000
AT1s. Natural gas line shalt be individually movred and sived per dumand.

9.0 - Mechamica fHeating Ventitation Air Conditioning ©
Lessor io provide a1 detniled sopost Troan 3 HVAC company ob all existing HVAC units ic. age. CFM's, cooling
capacity, service reeneds et for woview by Lessee. HVAC Undts, components and equipment that Lessee izands w
rewess shail be left in place "as is” by Lessor, Lossor shali atlow Lessov, ar Lessee’s discrerion to remonve, relocate,
replace or modify existimg uii{s) o8 meded o meet HYAC codv reguicements ard design favout rogeircments,

I determined by Lossce that the units need 1o be replaced and or additiona) units ame aoeded, Lessor will be
resxmsible for the cost of the replacomem additionst HVAC arits. Lessee oilt complete the olt work wiik the
niplscomentiadditional HVAC Units. Units replaced or added wilt mect the design requitcmems as statod below,

The critena is as follows: Equipment to be Carrier or Trane. Kguipment will be new and eamiz with a full warranty

on parts {minimnn of Svrs) including Inbur. Sepply: ot shoth be provived 1o the Premises sifficient for cooting at

the rate of 325 square fect per ton 10 ma Lessee's demands for dialvsis facility. Duetwork shall be extended §°
| into the gpace for supply and rcturn air. System to be a ducted retum air design. All ductwork o externafly lingd
: accept for e drps from the mmits. Work to melude, but not Immitad to. the porchass of fhe mre, mstatlation, roof
| framing. mechanical curbs, flashinas. gas & chectrical hook-up, thermostats and stant-up. Anticipale minimam up

to fivc (5) zoncs with programmable thermestat. Lessee’s caginer shall have the final approval on fhe sizes.
‘ tontiages. zoning. locotion and number of 11V AC units based on design critenia and Incal and siats codes.

26.8 - Tetephone : _ .
If in a multi tenant building Lessor ta provide a 17 condait from Building Demark location Lo phone romn location

in Lesees space.

21.0 ~ Cable ur Satellise TV
Lessor to bave Cable TV oxtend 1o Lassee space if available. Lessor will alsa allow for a swctite dish on the toof
repardlcss if cable is prosont or not ut Lessee’s custs.  Lessor will need to grant night of access to cable company
for mewy seTvice,

220 - Handicap Accessibility *
Fult compliance with ADA and alt toend jynstictions” Handicsp raquiremnts,  Lessar shaft cemiply nith aft ADA
regulations affecting the Building aixi sntances 10 Lessee speoe inchdine. but not Timiteet 1o, the clevior, exterior
and interior doory, concrete curb cuts, rmmps and wafk approaches to / fram the parking ley, parking fot striping for '




-

four (4} dedicated Rardicap stafls for 2 wnif up to 20 station clinic and six (6} HOC stalls for unifs over 20 siations
inclusne of peremaent neriangs and sl signs with arrro ket o= for heandivon parking stalls, dolvesy
arcns and swalkways,

Eessor shall provide pavement ararking: cuth ramg and aceossthle path of travel for @ dedficaind dodfeory acoess in
the vear of the building. The dzlivery acecss chalt Bnk the math (reen the drivewoy paving 1o the desigeated Levsee
delivery door 2l also link (o the accessible path of trovel.

230 - Generator
Lissorto allesy o gencrator (o be inwstted onsie Wrogmnad by ooz or Lossee clanaes 1o pemvids o,

24.0 - Existing Site Lighting
Lessor (o provide sdemmre lgline per oo ong to ilffeneeete 9l parkisg, podhwares, S oow amd: oxisting bodkding
aceese points. Parking ot lighting w0 be an a tmer (and be progizsoined per Lessee bosiness houes of operation) or
photocell.  Padking lot Tightiag shall he comiccted to and powered by Lessor house pancl and cquipped. I new
Yighting is provided it «o7if necd to be code compliant with an 90 mimne banery beck op 1 23 aveess peints,

354 Exteviar Building Lighting.
Lessor ta pravide adequats Hghting per cor'z and to ilhaningte the buitding main and service eigneefexix with
roistont sideralis,  Bighting shath be conmected to ot powered by besser bomse et sl equiped with & code
cosnglines 90 minute hattery back up ad all access points.

X0 — Parking Lot
Privide adequate ameont of ADA curb cuts handieap mwd staminnd parhimg sils in accondusee with dinkerig use
and overall buillding uses Stalls 1o roccive wiriping. lot @ receive t=affic directional arrows aud conercle parking.
bumpers. Bumpess to be anchored in place onto e asphalt per stall layout.

27.6— Refuse Forbesure * _
If an arca is not desiopated, fosser to provids Rofiss area for Lessee dompsers. Lossor to provide 2 mmamum 67
thick reinforeed conorcte pad appros HIO to 150SF based and s 8 5 127 speon ey 16 &ermmeodate dumpster st
vehicle weght. Enclosure 10 be provided ae regired by Incal cixk:s

25.0 - Sitnage .
Lessor to atow for o ithrmirmeed famde mommad wrn amd tghts & 1 exgratge £ st Pofon monoeent sig

Fina! sign bayowt to be appeeved by Lessae and the Ciry,




Section |, Identification, General Information, and Certification
Operating Identity/Licensee

The lllinois Certificate of Good Standing for Total Renal Care, inc. is attached at Attachment - 3.

Attachment - 3
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File Number 5823-002-2

To all to whom these Presents Shall Come, Greeting:
1, Jesse White, Secretary of State of the State of Illinois, do bereby

certify that I am the keeper of the records of the Department of
Business Services. I certify that

TOTAL RENAL CARE, INC., INCORPORATED IN CALIFORNIA AND LICENSED TO
TRANSACT BUSINESS IN THIS STATE ON MARCH 10, 1995, APPEARS TO HAVE
COMPLIED WITH ALL THE PROVISIONS OF THE BUSINESS CORPORATION ACT OF
THIS STATE RELATING TO THE PAYMENT OF FRANCHISE TAXES, AND AS OF THIS
DATE, IS A FOREIGN CORPORATION IN GOOD STANDING AND AUTHORIZED TO
TRANSACT BUSINESS IN THE STATE OF ILLINOIS.

In Testimony Whereof, 1 hereto set
my hand and cause to be affixed the Great Seal of ‘
the State of IHllinois, this 18TH

day of OCTOBER A.D. 2010
e ce W te
Authentication #: 1029100457 . ‘
Yerify at www:cyberdriveillinois.com SECRETARY OF STATE

Aftachment - 3
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Section |, ldentification, General Information, and Certification
Organizationhal Relationships

The organizational charts for Davita, Inc. and Total Renal Care, Inc. are attached at Attachment — 4A.

Attachment — 4
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Section |, Identification, General Information, and Certification
Flood Plain Requirements

The proposed facility site complies with the requirements of lllinois Executive Order #2005-5. The
proposed facility is located at 2030 South 6" Street, Springfield, lllinois 62703. As shown on the attached
FEMA Flood Insurance Rate Map, Map Index, this area is located on panel 17167C0243F. This is a non-
printed panel with no special flood hazard area identified.

Attachment — 5
114354.5
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Section |, Identification, General Information, and Certification
Historic Resources Preservation Act Reguirements

The Historic Resources Preservation Act determination from the Illinois Historic Preservation Agency is
attached at Attachment — 6.

Attachment — 6

114354.5




Illinois Historic
+—=—=="> Preservation Agency

FAX (217) 782-8161

M 1 Oid State Capitol Plaza » Springfield, lllinois 62701-1512 - www.illinois-history.gov

Sangamon County

Springfield
CON - Rehabilitation of Establish a l2-Station Dialysis Facility
2930 S. 6th St.
IHPA Log #013112410

December 10, 2010

Anne Cooper

Polsinelli Shughart

161 N. Clark St,. Suite 4200
Chicago, IL 60601

Dear Ms. Cooper:

This letter is to inform you that we have reviewed the information provided
concerning the referenced project.

Our review of the records indicates that no historic, architectural or
archaeological sites exist within the project area.

Please retain this letter in your files as evidence of compliance with Section 4 of
the Illinois State Agency Historic Resources Preservation Act (20 ILCS 3420/1 et.
seq.). This clearance remains in effect for two years from date of issuance. It
does not pertain to any discovery during construction, nor is it a clearance for
purposes of the Illinois Human Skeletal Remains Protection Act (20 ILCS 3440).

If you have any further questions, please contact me at 217/785-5027.

Sincerely,

Anne E. Haaker
Deputy State Historice
Preservation Officer

Attachment — 6

A telelypewriter for the speechihearing impaired is available al 217-524-7128. It is not a voice or fax line.
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Section |, Identification, General Information, and Certification

Project Costs and Sources of Funds

anf

|

[ Clinical /g Non-Clinical §

i P roject Cost R To?;l. -
Modernization Contracts $761,000 $761,000
Contingencies $76,100 $76,100
Architectural/Engineering Fees $61,000 $61.000
Consulting & Other Fees $48,000 $48,000
Moveable or Other Equipment
Communications $60,310 $60,310
Water Treatment $110,880 $110,880
Bio-Medical Equipment $8,885 $8,885
Clinical Equipment $203,073 $203,073
Clinical Furniture/Fixtures $18,414 $18,414
Lounge Furniture/Fixtures $2,815 $2,815
Storage Fixtures/Equipment 6,859 6,859
Business Office Fixtures $25,025 $25 926
General Furniture/Fixtures $22,500 $22,500
Signage $11,500 $11,500
Total Moveable and Gther Equipment $471,161 $471,161
Fair Market Value of Leased Space or Equipment $778,570 $778,570
Total Project Costs $2,195,831 $2,195,831

114354.5
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Section |, Identification, General Information, and Certification®
Cost Space Requirements

Dept?/ Arealll| | ized]) l %
CLINICAL '
| ESRD $2.105.831 5,100 0 0 6,100 0 0
|
Total Clinical | $2,195,831 6,100 0 0 6,100 0 0
NON CLINICAL
Total Non-
clinical $0 0 0 0 0 0 0
TOTAL $2,195,831 6,100 0 0 6,100 0 0
Attachment — 9
1143545




Section lll, Project Purpose, Background and Alternatives ~ Information Requirements
Criterion 1110.230, Project Purpose, Background and Alternatives

Background of the Applicant

Davita, Inc. and Total Renal Care, Inc. {the “Applicants”) are fit, willing and able, and have the
qualifications, background and character to adequately provide a proper standard of health care services
for the community. DaVita is a leading provider of dialysis services in the United States. The name
DaVita is an adaptation of an Italian phrase meaning, “giving life.” DaVita's core values embrace service
excellence, integrity, team, accountability, continuous improvement and fulfillment.

Service Excellence

Serving others — the reason for existing. DaVita continually seeks to understand the needs of those who
depend on it (patients, doctors, and fellow team members) and then to exceed their expectations.

Inteqrity

DaVita says what it believes, and does what it says. DaVita is trusted because it is trustworthy. In its
personnel, team, and organizational values, DaVita strives for alignment in what it says and does.

Team

One for All, and All for One! DaVita works together, sharing a common purpose, a common culture and
common goals. DaVita genuinely cares for and supports, not only those to whom it provides care, but
those with whom it works shoulder-to-shoulder. DaVita works to pursue achieving its Mission.

Continuous Improvement

DaVita never stands still; it is never satisfied. Individually, and as teams, DaVita constantly looks at what it
does, and asks, “How can we do this better?” Then, it uses a systematic approach to take action.

Accountability

DaVita never says, “it's not our fault” or “It's not our job." It takes responsibility for meeting its
commitments — the personal ones as well as those of the entire organization. DaVita takes ownership of

the results.
Fulfillment

DaVita makes a difference. DaVita feels rewarded — personally and as a team — because what it does
in its jobs is consistent with its goals and dreams. DaVita believes “You must be the change you wish to
see in the world.” {(Mahatma Gandhi). And, when you are the change, that’s fulfilling!

DaVita has taken on many initiatives to improve the lives of patients suffering from chronic kidney disease
(“CKD"} and end stage renal disease ("ESRD"). These programs include the EMPOWER, IMPACT,
CathAway, and transplant assistance programs. Information on the EMPOWER, IMPACT and CathAway
programs are attached at Attachment — 11A.

There are over 26 million patients with CKD and that number is expected to rise. Current data reveals a
disturbing trend:

Attachment — 11
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« The prevalence of CKD stages 1 to 4 has increased from 10% to 13.1% between 1988 and 2004'
« Increasing prevalence of diabetes and hypertension, the two major causes of CKD

Additionally, approximately 65% of CKD Medicare patients (patients 67 and older) have never been
evaluated by a nephro!ogist.2 Timely CKD care, however, is imperative because adverse outcomes of
CKD can often be prevented or delayed through early detection and treatment. Several studies have
shown that early detection, intervention and care of CKD may result in improved patient outcomes:

¢ Reduced GFR is an independent risk factor for morbidity and mortality,

e A reduction in the rate of decline in kidney function upon nephrologists referrals has been
associated with prolonged survival of CKD patients,

s Late referral to a nephrologists has been correlated with lower survival during the first 90 days of
dialysis, and

s Timely referral of CKD patients to a multidisciplinary nephrology team may improve outcomes
and reduce cost.

A care plan for patients with CKD includes strategies to slow the loss of kidney function, manage
comorbidities, and prevent or treat cardiovascular disease and other complications of CKD, as well as
ease the transition to kidney replacement therapy. Through the EMPOWER program, DaVita offers
educational services to CKD patients that can help patients reduce, delay, and prevent adverse outcomes
of untreated CKD. The EMPOWER program encourages CKD patients to take contro! of their heaith and
make informed decisions about their dialysis care.

The IMPACT program seeks to reduce patient mortality rates during the first 90-days of dialysis through
patient intake, education and management, and reporting. In fact, since piloting in October 2007, the
program has not only shown to reduce mortality rates by 8 percent but has also resulted in improved
patient outcomes.

The CathAway program seeks to reduce the number of patients with central venous catheters {"CVC")
through arteriovenous fistula ("AV fistula”) placement. AV fistulas have superior patency, lower
complication rates, improved adequacy, lower cost to the healthcare system, and decreased risk of
patient mortality compared to CVCs. In July 2003, the Centers for Medicare and Medicaid Services, the
End Stage Renal Disease Networks and key providers jointly recommended adoption of a National
Vascular Access Improvement Initiative (“NVAII'} to increase the appropriate use of AV fistulas for
hemodialysis. The CathAway program is designed to comply with NAVII through patient education
outlining the benefits for AV fistula placement and support through vessel mapping, fistula surgery and
maturation, first cannulation and catheter removal.

DaVita's transplant referral and tracking program ensures every dialysis patient is informed of transplant
as a modality option and promotes access to transplantation for every patient who is interested and
eligible for transplant. The social worker or designee obtains transplant center guidelines and criteria for
selection of appropriate candidates and assists transplant candidates with factors that may affect their
eligibility, such as severe obesity, adherence to prescribed medicine or therapy, and social/femotional/
financial factors related to post-transplant functioning.

In an effort to better serve all kidney patients, DaVita believes in requiring that all providers measure
outcomes in the same way and report them in a timely and accurate basis or be subject to penalty. There
are four key measures that are the most common indicators of quality care for dialysis providers - dialysis
adequacy, fistula use rate, nutrition and bone and mineral metabolism. Adherence to these standard
measures has been directly linked to 15-20% fewer hospitalizations. On each of these measures, DaVita

' US Renal Data System, USRDS 2007 Annual Data Report; Atlas of Chronic Kidney Disease and End-
Stage Renal Disease in the United States, Bethesda, MD: National Institutes of Health, National

, Institute of Diabetes and Digestive and Kidney Diseases; 2007.
1d.

Attachment — 11
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has demonstrated superior clinical outcomes, which directly translated into 7% reduction in
hospitalizations among DaVita patients, the monetary result of which is $210M to $230M in hospitalization
savings to the health care system and the American taxpayer.

No adverse action has been taken against any of the applicants, or against any lllinois health care
facilities owned or operated by the Applicants, directly or indirectly, within three years preceding the filing
of this application.

1.

114354.5

Health care facilities owned or operated by the Applicanis:

A list of health care facilities owned or operated by DaVita, Inc. was provided in the application for
permit for Project No. 10-068 filed with the HFSRB on September 24, 2010. See Proj. No. 10-
068 App. pgs. 66 — 116. A certification that no change in the health care facilities owned or
operated by DaVita, Inc. is attached at Attachment - 11B.

A list of healthcare facilities owned or operated by Total Renal Care, Inc. is provided below:

Facility Location
Vandalia Dialysis Vandalia
Big Oaks Dialysis Niles
Adams County Dialysis Quincy
Edwardsville Dialysis Edwardsville
Fittsfield Dialysis Pittsfield
Stony Island Dialysis Chicago
Lake Park Dialysis Chicago
Woodlawn Dialysis Chicago
Crystal Springs Dialysis Crystal Lake
Cobblestone Dialysis Elgin

Dialysis facilities are not subject to State Licensure and Joint Commission accreditation.

Certification that no adverse action has been taken against any of the Applicants, or against any
health care facilities owned or operated by the Applicants, directly or indirectly, within three years
preceding the filing of this application is attached at Attachment — 11C.

An authorization permitting the lllinois Health Facilities and Services Review Board ("HFSRB”)
and the lllinois Department of Public Health {"IDPH"} access to any documents necessary to
verify information submitted, including, but not limited to: official records of IDPH or other State
agencies; and the records of nationally recognized accreditation organizations is attached at
Attachment - 11C.

DaVita, Inc. submitted an application for permit for Project No. 10-068 with the HFSRB on
September 24, 2010. A certification that no changes regarding the information regarding heaith
care facilities owned or operated by DaVita, Inc. previously provided in that application is
attached at Attachment 11-B.

Attachment - 11
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Offlce of the Chief
Medical Qfhicor (OCMOD)
Allen R. Nissensan, MD
Chief Medical Officar

Meredith Mathews, MD
Rober; Pmvenzano, MO
John Robertsan, MO

He-s 0606 SUrslE of oty David B. Van Wyck, MO

6071 Hawasi Street, E! Segunca, CA 90245 | $-BOCG-313-4672 ( www dawviia.com/physicians

April 30, 2009

Dear Physicians:

As your partner, DaVita® and OCMO are committed to helping you achieve unprecedented clinical oulcomes with your
patients. As part of OCMO's Relentless Pursuil of Quality™, DaVita will be launching our top two clinical initiatives; IMPACT
and CathAway™, at our annual 2009 Nationwide Meeting. Your facility administrators will be orienting you on both programs
upon their return from the meeting in early May.

IMPACT: The goal of IMPACT is to reduce incident patient mortality, IMPACT stands for Incident
Management of Patients Actions Centered on Treatment. The program focuses on three components:
patient intake, education and management and reporting. IMPACT has been piloting since October 2007
and has demonstrated a reduction in mortality. The study recently presented at the National Kidney
Foundation's Spring Clinical Meeting in Nashville, TN. In addition to lower mortality rates, patient
outcomes improved - confirming this vulnerable patient population is healthier under DaVita's relentless
pursuit of quality care.

CathAway: Higher calheter use is associated with increased infection, morbidity, mortality and
hospitalizations . The 7-step Cathaway Program supports reducing the number of patients with central
venous catheters (CVCs). The program begins with patient education outlining the benefits of fistula
placement, The remaining steps support the patient through vessel mapping, fistula surgery and
maturation, first cannulation and catheter removal. For general information about the CathAway program,
see the November 2008 issue of QUEST, DaVita's Nephrology Journal.

Here is how you can support both initiatives in your facilities:

o Assess incident patients regularly in their first 90 days: Discuss patients individually and regularly. Use the
IMPACT scorecard to prompt these discussions.

o Adopt “Facility Specific Orders™: Create new facility specific orders using the form that will be provided to you.

o Minimize the “catheter-removal” cycle time: Review each of your catheter patients with your facility teammates and
identify obstacles causing delays in catheter removal. Work with the team and patients to develop action plans for
catheter removal.

o Plan fistula and graft placements: Start AV placement plans early by scheduling vessel mapping and surgery
evaluation appointments for Stage 4 CKD patients. Schedule fistula placement surgery for those patients where ESRD
is imminent in the next 3-6 months.

. - N r “' -
Sorvice Excellance - ntegrty Team Corticuous Impravement  Accsuntabiity Futfillmant Fun a Ita,
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Launch Kits:

In May, Launch Kits containing materials and tools to support both initiatives will be arriving at your facilities. IMPACT kits
will include a physician introduction to the program, step by step implementation plan and a full set of educational resources.
FAs and Vascular Access Leaders will begin training on a new tool to help identify root-causes for catheter removal delays.

Your support of these efforts is crucial. As always, | welcome your feedback, questions and ideas. Together with you, our
physician partners, we will drive catheter use to all-time lows and help give our incident patients the quality and length of life
they deserve.

Sincerely,
Al W
/
- Allen R. Nissenson, MD, FACP
Chief Medical Officer, DaVita

(1) Dialysis Outcomes and Practice Pattems Study (DOPPS): 2 yrs/7 Countries { 10,000 pts.
{2) Pastan et al: Vascular access and increased risk of death among hemodialysis patients.




Knowledge is power.

EMPOWER? is an educational program by DaVita®. The program
includes a series of free community based classes for patients with
chronic kidney disease (CKD). These classes encourage you to take

control of your kidney disease and prepare for dialysis by making
healthy choices about your kidney care

</1'aking Control H
" Of Kidney Disease :

Learn how to slow
the progression of
kidney disease.

[ TR T

+ Kidney disease and
related conditions

+ Behavior modification

» Dietary guidelines

+ Common medications

» Insurance choices {i

* Ways to cope with CKD

« Questions to ask your 1,

health care team :
' it

\ i
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Making
Healthy Choices

Learn how to
prepare for dialysis.

» Kidney disease and
related conditions

» Behavior modification

« Dietary guidelines

« Common medications

* Treatments that alfow
you to stay active and
continue to work

« Insurance choices

+ Ways to cope with CKD

» Questions to ask your
health care team

A sopns -

S —

Treatment
Choices

An in-depth look at all .
of your treatment choices. -

» Kidney disease and
related conditions

» Treatments that allow
you to stay active and
continue to work

* Insurance choices

*» Ways to cope with CKD

+ Questions to ask your |
health care team !

S rmi i M_J

To register for a class, call 1-888-MyKidney (695-4363).

EMPOWER®

1-888-MyKidney (695-4363) | DaVita.com/EMPOWER

£ 2009 DaVita Inc, All rights reserved, KEYC-7405
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IMPACT stands for Incident Management of Patients, Actions Centered on Treatment.
It's a comprehensive patient management program designed to focus on incident
patients throughout their first three months of dialysis. The first days of dialysis are
particularly challenging for patients, families and health care teams.

These patients require more education and closer management than patients who have
been receiving dialysis for a longer period because of their compromised conditions and
high mortality risk. IMPACT is focused on easing the process for patients transitioning to
dialysis. ’

The desired goal of this program are to provide comprehensive patient education, target.
key monitoring points in the first 90 days for better adherence to treatment, improved
outcomes and reduced mortality.

Achieve “Tap Two" status.in 2010,

What's the significance of achieving Top Two status?

Reducing both incident patient mortality and the number of catheter patients are
DaVita's top two clinical goals for 2010. Medical Directors, FAs and RODs who achieve
both program goals in 2010 will achieve Top Two status for the year.

These initiatives are tied to strong clinical outcomes and improved guality of life.
Reaching the Top Two goals means a high level of care for your patients, and special
recognition and honors. :

To reach your 2010 IMPACT Geal: To reach your 2010 CathAway Goal:
" Achieve a graduate grade of 75% or better Achieva Day-80 catheter percentage
by December 31 for Septemnber new admits of 189 or lower by Decérhber.';’l
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Relentless pursuit of quality

Dear Physician Partners:

IMPACT™ is an initiative focused on reducing incident patient mortality. The program provides a
comprehensive onboarding process for incident patients, with program materials centered on four
key clinical indicators—access, albumin, anemia, and adequacy.

Medical Directors: How can you support IMPACT in your facilities?
Customize the new Standard Admission Order template into facility-specific orders.
Drive use of the standard order with your attending physicians

Review your facility IMPACT scorecard at your monthly QIFMM meeting
Talk about IMPACT regularly with your attending physicians

Attending Physicians: How can you support IMPACT in your facilities?
Use the IMPACT scorecard to assess incident patients

Educate tearmmates about the risk incident patients face and how IMPACT can help

How was IMPACT developed? What are the initial results?

From Qctober 2007 to April 2009, IMPACT was piloted in DaVita® centers. Early results, presented
at the National Kidney Foundation’s Spring Clinical Meeting in Nashville, TN this April, showed an
8% reduction in annualized mortality. In addition to lower mortality, IMPACT patients showed
improvements in fistula placement rates and serum albumin levels. The results are so impressive
that we are implementing this program throughout the Village.

Your support of this effort is crucial.

If you have not seen the IMPACT order template and scorecard by the end of June, or if you have
additional questions about the program, email impact@davita.com. Together we can give our
incident patients the quality and length of life they deserve. '

Sincerely,

AP

Dennis Kogod
Cheif Operating Officer

&dw;_ (wd,

/
Allen R. Nissenson, MD, FACP
Chief Medical Officer

D/a»L la; Corperate Gfice @ &0 Howall Strael, Bl Seaundo, CA AN24as “500-315-4a72 DaVita.com/physiclans
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DaVita.

FOR IMMEDIATE RELEASE

DaVita’s IMPACT Program Reduces Mortality for New Dialysis Patients
Study Shows New Patient Care Model Sumificantly Improves Patient Ouicomes

El Segundo, Calil., (March, 29, 2009) - DaVita Inc., a leading provider of kidney care services for those diagnosed with
chronic kidney disease (CKID), today rcleased the findings of a study revealing DaVita's IMPACT™ (Incirlent Management
of Patients, Actions Centered on Treatment] pilot program can significandy reduce mortality rates for new clialysis patients.
The study presented at the Naidonal Kidney Foundation’s Spring Clinical Meeting in Nashville, TN details how the
IMPACT patient care mode] cducates and imanages dialysis paticnts within the first 80 days of treatment, when they are
most unstable and are at highest risk. In addition o lower mortality rates, patient outeames improved - confirming the

health of this vulnerable patient population is hetter supported snder DaVita's Relmtless Pt of Qualiy™ care.

The pilot pragram was implemented with 606 patients completing the IMPACT program over a 12 monih period in 44
DaVita centers around the nation. IMPACT facuses on patient cducation and important clinical outcomes - such as the
measurement of adequate dialysis, access placernent, anemia, and albumin levels - monitoring the patient’s overall health
in the first 90 days on dialysis. Data reflects a reduction in annualized mortality rates by cight percent for IMPACT
patients compared with non-IMPACT patients in the DaVila network. Given that DaVita has roughly 28,000 new

patients starting dialysis every vear, this reduction affects a significant munber of lives,

In addition, a higher nunber of IMPACT patients versus non-IMPACT patients had an arteriovenous fistula (AVE) in
place. Research show that fistulas - the surgical connection of an atery to a vein - last longer and are associated with

lower rates of infection, hospitalization and death cotpared 1o all other aceess choices.
Allen R. Nissenson, MDD, Chicf Medical Ocer ai DaVira sieys, “The IMPACT program is about. quality padent care
starting in the first 90 days and extending bevond. Improved outcomes in niew dialysis patients translaies to bewter long

term results and healthier paticnls overall.”

Rescarchers applaud the IMPAGT program’s inclusion of all patients stariing dialysis, regardless of their cognitive ability
or health status, Enrolling all patients at this carly stage in their treatment allows them to better understand theiv dlisease
and care needs while healtheare providers work to improve their outcomes. Through this program, DaVita mandates

reporting on this particular population to better track and manage patents trough their incident period.

Dennis Kogod, Chief Operating Officer of DaVita says, “We are thrilled by the promising resulis IMPACT has had on
our new dialysis patients. DaVila continues to be the leader in the kidney care conmmunity, and we look forward 10 rolling

out this progrant to all facilities later this year, o improve the heabth of all new dialysis paticnts.”

DiaVita, IMPACT aned Relentless Pursuit of Qualits are trademarks or registered trademarks of TaViea Ine. All other

trademarks are the praperties of their respective owaers.




Poster Presentation

NKF Spring Clinical Meeting
Nashville, TN

March 26-28, 2009

Incident Management of Hemodialysis Patients: Managing the First 90 Days

John Robertson', Pooja Goel', Grace Chen', Renald Levine', Debbie Benner', and Amy Burdan'
'Davita Inc., El Segundo, CA, USA

IMPACT (Incident Management of Patients, Actions Centered on Treatment) is a program to
reduce mortality and morbidity in new patients during the first 3 months of dialysis, when
these patients are most vulnerable. IMPACT was designed to standardize the onbearding
process of incident patients from their O to 90-day period. We report on an observational
{non-randomized), un-blinded study of 606 incident patients evaluated over 12 months
{Oct77-0OctOB) at 44 US DaVita facilities.

The study focused on 4 key predictive indicators associated with fower mortality and morbidity
—anemia, albumin, adequacy and access (4As). IMPACT consisted of:
(1) Structured New Patient Intake Process with a standardized admission order, referral fax,
and an intake checklist;
(2) 90-day Patient Education Program with an education manual and tracking checklist;
(2) Tools for 90-day Patient Management Pathway including QOL; and
(4) Data Monitoring Reports.

Data as of July, 2008 is reported. Patients in the IMPACT group were 60.6 3 15,1 years old
(mean3SD), 42.8% Caucasian, 61% male with 25% having a fistula. Resuits showed a reduction in
90-day mortality almost 2 percentage points lower (6.14% vs. 7.98%; p<0.10) among IMPACT
versus nonlMPACT patients. Changes among the 4As showed higher albumin levels from 3.5 to
3.6 g/dL {note that some IMPACT patients were on protein supplementation during this period)
and patients achieving fistula access during their first 90-days was 25% vs. 21.4%, IMPACT and
nonIMPACT, respectively {(ps0.05). However, only 20.6% of IMPACT patients achieved Hct
targets (33s3xHb=36) vs, 23.4% for controls (p<0.10); some IMPACT patients may still have
>Z6-level Hets. Mean calculated Kt/V was 1.54 for IMPACT patients vs, 1.58 for nonlMPACT
patients (p<0.05).

IMPACT is a first step toward a comprehensive approach to reduce mortality of incident
patients. We believe this focus may help us to better manage CKD as a continuum of care.
Long-term mortality measures will help determine if this process really impacts patients in the
intended way, resulting in longer lives and better outcomes.
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IMPACT Tools

Here's how the IMPACT program will help the team
record data, educate patients and monitor their
progress in your facilities.

0 Standard Order Template, a two-page form with
drop-down menus that can be customized into

a center-specific template

e Intake Checklist to gather registration and
clinical data prior to admission

e Patient Announcement to alert teammates
about new incident patients

o Patient Education Book and Flip Chart to teach

patients about dialysis

N

9 Tracking Checklist for the team to monitor
progress over the first 90 days

G IMPACT Scorecard to track monthly center
summary and patient level detail for four clinical
indictors: access, albumin, adequacy, anemia

16/
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* Casa Nueva
1551 Wewatta Street
D a l ta Denver, CO 80202-6173
® Tel: 303-405-2100

www.davita.com

December 17, 2010

Dale Galassie
Chair
Illinois Health Facilities and Services Review Board

525 West Jefferson Street, 2nd Floor
Springfield, lllinois 62761

Dear Chairman Galassie:

I hereby certify under penalty of perjury as provided in § 1-109 of the Illinois Code of
Civil Procedure, 735 ILCS 5/1-109 that the information regarding all health care facilities owned
or operated by DaVita, Inc. was included in the application for permit for Project No. 10-068
filed with the Health Facilities and Services Review Board on September 24, 2010. No changes
have occurred to the information that was previously provided.

Sincerely,

) o

Kent J. Thiry
Chief Executive Officer
DaVita, Inc.

Subscribed and sworn to me

This | 14y of Dhremlbeg , 2010

Notary Publit

"OFFICIAL SEAL* ’

{- Tara L Motle

Notary Public, State of lllinols )
My Commission Expires 6/11/2013
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% Casa Nucva
1551 Wewatta Street
D a l ta Denver, CC 80202-6173
@ Tel: 303-405-2100

www.davita.com

December 17,2010

Dale Galassie
Chair
Illinois Health Facilities and Services Review Board

525 West Jefferson Street, 2nd Floor
Springfield, Illinois 62761

Dear Chairman Galassie:

| 1 hereby certify under penalty of perjury as provided in § 1-109 of the Illinois Code of
Civil Procedure, 735 ILCS 5/1-109 that no adverse action has been taken against any facility
owned or operated by DaVita, Inc. or Total Renal Care, Inc. during the three years prior to filing

this application.

s Additionally, pursuant to 77 Ill. Admin. Code § 1110.230(a)(3)(C), 1 hereby authorize the
‘ Health Facilities and Services Review Board (“HFSRB™) and the lllinois Department of Public
Health (“IDPH”™) access to any documents necessary to verify information submitted as part of
. this application for permit. [ further authorize HFSRB and IDPH to obtain any additional
| information or documents from other government agencies' which HFSRB or IDPH deem

! pertinent to process this application for permit.

Sincerely,

Kent J. Thiry

Chief Executive Officer
DaVita, Inc.

Total Renal Care, Inc.

Subscribed and sworn to me
This [T day of Dgggﬁkﬂz__ 2010

(\/PO.A[L EWO‘&Q{J/U\
J

Notary Pt@ic

! *OFFICIAL SEAL"

w Tara t -".n-.:»tley T
Nolary Pubsie. @ ac T flinois
f My Commission iza.e. 6112013
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Section lll, Project Purpose, Background and Alternatives - Information Requirements
Criterion 1110.230(b), Project Purpose, Background and Alternatives

Purpose of the Project

1.

The purpose of the project is to maintain access to life sustaining dialysis to residents of Springfield
and nearby communities. As shown in Table 1110.230(b) below, there are currently four dialysis
facilities within 30 minutes normal travel time from the proposed dialysis facility. These facilities serve
a county of almost 200,000. (The 2009 U.S. Census Bureau estimate is 195,716.)

Table 1110.230(b)
Average Utilization - Facilities within 30 Minutes of Propased Facility

Facility Address Milos | vl oyl I oz
30-2010 09/30/2010
Memorial Medical Center BOO North Rutiedge Street 376 mi [ 11 min 6 6 16.67%
tincoinland Dialysis Center 1112 Centre West Drive 5.28 mi 9 min 14 61 72.62%
DaVita - Springfietd Central 932 North Rutledge Strest 387 mi 11 min 21 98 77.78%
DaVita - Montvale 2930 Monivale Drive, Suite A 2.99 mi 6 min 17 74 72.55%
Total 58 239 66.68%
Total {excluding Memorial) 52 223 74.68%

Average utilization of the facilities within 30 minutes travel time of the proposed facility is 68.68%.
While average utilization is below the HFSRB utilization standard of 80%, this is primarily due to
underutilization at Memorial Medical Center {“Memorial’). As set forth in the letter from Memorial
attached at Attachment 12-A, Memorial serves special needs patients, e.g., larger patients who
cannot be accommodated in recliner chairs and patients with behavioral problems. In 1988, Memorial
divested its other dialysis stations, maintaining only six stations to accommodate the limited number
of special needs patients that cannot be treated in freestanding dialysis facilittes. Memorial does not
solicit or make its services available to the general ESRD population. Excluding Memorial, average
utilization of the remaining three facilities is 74.68%. Assuming target utilization of 80%, the
remaining facilities only have capacity for 18 additional ESRD patients.

Importantly, utilization at each of the existing facilities has increased over the past two years,
averaging 4% per year. With the current obesity epidemic in America and an increase in the elderly
population {individuals 65 and older), this growth in demand for dialysis services is expected to
increase in the coming years. Assuming historical growth rates remain unchanged, these facilities

 should reach the HFSRB 80% utilization rate, within the next 12 to 15 months while the planned

facility is under construction.

Moreover, Central llfinois Kidney and Dialysis Associates, S.C. is currently treating 28 Stage 5
chronic kidney disease {"CKD") patients and 175 Stage 4 CKD patients whose condition is advancing
to end-stage renal disease and who will likely require dialysis within the next 12 to 18 months. See
Attachment - 12B. Conservatively, the Applicants assumed a 20% attrition rate for Stage 5 patients
and a 40% attrition rate for Stage 4 CKD palients. That is, because of CKD patient death, transplant
or relocation, only 80% of Stage 5 CKD patients and 60% of Stage 4 CKC patients are expected lo
initiate dialysis. That means approximately 127 of the current Stage 4 and Stage 5 CKD patients will
require dialysis within the next 12 to 18 months. While some of these patients will be referred to
existing facilities within the market area, sufficient capacity within the market area does not exist to
accommodate the projected ESRD patient referrals from Central llincis Kidney and Dialysis
Associates. By December 31, 2012, the proposed project completion date, all of the existing facilities
will likely be operating at 80% utilization. As shown in the table on the following page, operating at
full {(100%) capacity, these facilities can only accommodate 55 of the 127 projected patients. As a
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result 72 patients would need to travel outside the market area to receive dialysis treatment. Further,
operation of a facility at maximum capacity creates a number of barriers to optimal care and should
be avoided. For example, some patients, especially obese patients and patients with fluid overload
require a longer than normal prescription for dialysis which can cause the subsequent patient shift to
be disrupted if a patient is slotted immediately behind. When a facility is fully loaded at all shifts,

Montvale facility where nocturna! dialysis is provided, the facility needs to be available for 8 hours
from the third shift to the first shift the next day and overcapacity problems can interfere with the
nocturnal program.

I
closing times are delayed substantially creating staffing and transportation issues. At the Springfield

Excess
Projected Projectad !
Facility Sga;!g;;;:uof Patients Utilization Ca%%%}ty
12/31/2012 12/31/2012 ; ’
| Utilization)
Lincolnland Dialysis Center 14 70 83.33% 14
‘ DaVita - Springfield Central 21 103 81.75% 23
DaVita - Montvale 17 84 82.35% 18
Total 52 257 82.37% 55

! Without additional dialysis stations in the market area, these ESRD patients will be forced to travel
outside of the market area three times per week to receive life sustaining dialysis treatment. Many
ESRD patients are reliant upon family members, public transportation, non-emergency transportation,
or nursing homes to transport them to and from medical appointments. Requiring ESRD patients to
travel outside the market area would be an extreme hardship for both the patients and their
caregivers. Given the expense and time of the additional travel, patients may frequently miss
treatments or forego dialysis altogether. This would result in ESRD patients suffering renal failure
and death. Accordingly, a 12-station dialysis facility is necessary to maintain access to dialysis
services.

Importantly, 58 ESRD patients are necessary for a 12-station dialysis facility to achieve target
utilization. Treating only the 72 patients that could not be accommodated by the existing facilities
(operating at 100% capacity), the proposed facility would already operate at 100% capacity, which is
above the HFSRB standard. Accordingly, the proposed dialysis facility is necessary to maintain
adequate access to dialysis services for residents of Springfield.

2. A map of the market area for the proposed facility is attached at Attachment — 12C. The market area
encompasses a 20 mile radius around the proposed facility. The boundaries of the market area of
are as follows:

North approximately 30 minutes normal travel time to Fancy Prairie
Northeast approximately 30 minutes normal travel time to Mount Pulaski
East approximately 30 minutes normal travel time to Mount Auburn
Southeast approximately 30 minutes normal travel time to Taylorville
South approximately 30 minutes normal travel time to Waggoner
Southwest approximately 30 minutes normal travel time to Waverly

West approximately 30 minutes normal travel time to Jacksonville
Northwest approximately 30 minutes normal travel time to Pleasant Plains

3. The purpose of the project is to maintain access to life sustaining dialysis to residents of Springfield
and surrounding areas. As discussed more fully above, there are only three dialysis facilities within
30 minutes normal travel time of the proposed facility that are available to the general ESRD patient
population, and these facilities are rapidly approaching the HFSRB utilization standard. [n fact, the
average annual growth rate of these existing facilities is approximately 4%. Assuming no changes in
the growth rate, these facilities will reach the 80% utilization standard no later than December 31,

Attachment - 12
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2012, the proposed project completion date. Accordingly, there will be no capacity within the market
area to accommodate additional growth after December 31, 2012.

Moreover, Central lllincis Kidney and Dialysis Associates, S.C. is currently treating 28 Stage 5 CKD
patients and 175 Stage 4 CKD patients. Based upon historical attrition rates, approximately 127 of
these patients are expected to require in-center hemodialysis within the next 12 to 18 months;
however, and as discussed above, the existing facilities will reach target utilization within the next 12
to 15 months. Assuming all three facilities are operating at 100% capacity, i.e., three shifts per day,
six days per week, collectively, they can only accommodate 55 of the 127 projected ESRD patient
referrals. Accordingly, there is insufficient capacity in the market area to accommodate the increasing
need for dialysis services.

The proposed project will improve access to dialysis services by adding 12-stations to the market. As
discussed more fully above, there are only three facilities within 30 minutes normal travel time of the
proposed facility. These facilities are rapidly approaching target utilization and cannot accommodate
future growth. Adding a 12-station dialysis facility will allow existing facilities to operate at their
optimum capacity (80%) while accommodating future growth.

In March 2008, DaVita began offering nocturnal dialysis at its Montvale facility. The program
operates three nights per week, Sunday, Tuesday and Thursday. Montvale is usually at or near
capacity for its nocturnal shift. As the program grows in populatity, the Applicants anticipate that they
can expand the nocturnal dialysis offering to the Springfield South facility.

Nocturnal dialysis has been found to be a more desirable alternative to conventional dialysis based
upon dose, duration and frequency. Studies have found that due to the longer treatment times
{nocturnal dialysis treatments generally last from 8 to 10 hours compared to 4-5 hours for
conventional dialysis), there is better removal of wastes, electrolytes and minerals. It is gentler on the
patient as blood flow and dialysate flow rates are typically lower. Moreover, patients on nocturnal
dialysis generally have stronger clinical values, lower drug usage, improved nutrition, QOL increase,
lower moriality rates and lower hospitalizations than patients on conventional dialysis. Information
regarding the nocturnal dialysis program is attached at Attachment — 12D.

Importantly, nocturnal dialysis improves the quality of life of the patients who choose this treatment
option. It is a viable alternative for working patients, patients with child care needs, and patients who
want more flexibility in their lives and do not want to schedule their lives around dialysis treatments. It
takes advantage of rather unproductive time during nightly sleep. Patients generally arrive for
treatment in the evening and are encouraged to sleep, "lights out” occurs around 11 p.m. Treatments
last between 8 and 10 hours and are usually finished at or around 5 a.m.

The Applicants anticipate the proposed facility will have quality outcomes comparable to the
Springfield Central and Montvale facilities. KtV > 1.2 data for the most recent twelve months for the
Springfield Central and Montvale facilities is provided below:

Indicators/Monitors (HD)
47 Qtr 2009 | 15 Qtr 2010 | 2" Qtr 2010 | 3™ Qtr 2010
Springfield Central 97.1% 97.1% | 95.5% 96.8%
Montvale 93.5% 94.3% | 96.8% 98.2%

Additionally, In an effort to better serve all kidney patients, DaVita believes in requiring that all
providers measure outcomes in the same way and report them in a timely and accurate basis or be
subject to penalty. There are four key measures that are the most common indicators of quality care
for dialysis providers - dialysis adequacy, fistula use rate, nutrition and bone and mineral metabolism,
Adherence to these standard measures has been directly linked to 15-20% fewer hospitaiizations.
On each of these measures, DaVita has demonstrated superior clinical outcomes, which directly

Attachment - 12
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translated into 7% reduction in hospitalizations among DaVita patients, the monetary result of which
is $210M to $230M in hospitalization savings to the health care system and the American taxpayer.
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d
M m rial 701 North First Street = Springfield, Minois 62781 -0001
e 0 LL *  memoriaimedical.com » Phone (217) 788-3000

MEDICAL CENTER A Memorial Health System Affiliate

December 7, 2010

Dale Galagsie

Chaitman .

1llinois Health Facilitics and Services Review Board
525 West Jetferson Street, 2nd Floor

Springfield, Illinois 62761 ’

Re: Letter of Support for DaVita Springfield South
-Dear Chairman Galassic:

[ am writing to you on behalf of Memorial Medical Center (“Memorial”) in support of the
proposed cstablishment of a | 2-station dialysis facility to be Jocated at 2930 South 6™ Street,
Springfield, Ninois, to be known as DaVita - Springfield South. Utilization of existing dialysis
facilities in Springfield is rapidly approaching 80%. Given current utilization trends, within the
next two vears, there will not be sufficient capacity among existing facilities to accommodate the
growth in demand for dialysis services.

Memorial eurrently operates a 6-station dialysis facility located on its hospital campus. In 1998,
we significantly downsized our dialysis program to accommodate primarily special needs
patients. Predominantly, we treat oversized patients who cannot be accommodated in recliner
‘chairs, patients with behavioral 1ssucs who cannot be adequately treated in a trecstanding dialysis
facility, and patients admitted for a medical or surgical procedure who require outpatient dialysis
prior 1o discharge.

With regard to the proposed cstablishment of the proposed dialysis facility, we believe a 12-
station facility will accommodate future demand for dialysis services while at the same time
allowing existing facilities to operate at their optunal capacity. Additionally, a 12-station facility
is consistent with industry norms and should provide for adequatc patient through-put, optimal
staffing, and better access for patients.

DaVita is a leading provider of dialysis services in the United States. 1t has taken on many
initiatives to improve the lives of patients suffering from chronic kidney disease (“CKD™) and
ESRD. One example is its EMPOWER program. DaVita launched the EMPOWER program
workshops in 2008, The workshops are free community-based educational seminars that
encourage CKD patients to take control of their health and make informed decisions about their
dialysis care. Led by a team of DaVita nurses, renal dietitians, and social workers, EMPOWER
uses a multidisciplinary approach to cducate patients with CKD about their disease, ways to

VHA
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delay progression, and different treatment options. Workshops also focus on preparing paticnts
for life on dialysis or with a kidney transplant. DaVita recognizes the unique and vital role that it
plays in enhancing care for renal patients throughout the country. Memorial is grateful that the
residents of Springfield have the benefit of a provider like DaVita in the community.
Accordingly, we fully support the proposed establishment of DaVita Springfield South.

Thank you for your consideration.
Sincerely,

1A

Kevin R. Epgland
Vice President
Business Development

KRE/bdk
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CENTRAL ILLINOIS KIDNEY AND DIALYSIS ASSOCIATES, S.C.
932 N. Rutledge, Springfield, I 62702

Pradeep Mehta, M.D. Lawrence J. Smith, M.D. Ashraf Tamizuddin, M.D.
Allen S. Krall, M.D. X. Gary Chen, M.D,, Ph.D.

Satellite Qutpatient Clinics
thchfield Decatur, Jacksonville, Effingham, Mattoon, Taylorville
Appointments/Nurses (217) 788-3875 _ Business Office (217) 544-5100

December 13, 2010

Dale Galassie

Chair

Iinois Health Facilities and Services Review Board
525 West Jefferson Street, 2nd Floor

Springfield, 1llinois 62761

Dear Chairman Galassie:

1 am a nephrologist in practice with Central Illinois Kidney and Dialysis Associates, $.C. (“CIKD”). 1am writing on behalf
of CIKD in support of the proposed establishment of a 12-station dialysis facility to be located at 2930 South 6th Street,
Springfield, Illinois (the “Proposed Facility”). There are three dialysis facilities accessible to the general end-stage renal
disease (“ESRD”) patient population in Springfield. All three of these facilities are rapidly approaching the Health
Facilitics and Services Review Board 80% utilization standard. Based upon current utilization trends, within the next two
years, there will be insufficient capacity in the Springfield market area to accommeodate the growing demand for dialysis
services. A new dialysis facility is needed to ensure the residents of Springfield maintain access to life sustaining dialysis.

CIKD is currently treating 175 Stage 4 and 28 Stage 5 pre-ESRD patients that residc in the Springfield area. Utilizing a
40% attrition rate for Stage 4 and 20% attrition rate for Stage 5 pre-ESRD patients, we project 127 of these current pre-
ESRD patients will initiate dialysis within the next 12 to 24 months. We anticipate referring at least 58 of these patients to
the Proposed Facility. The total number of pre-ESRD patients by initial and zip code is attached hereto. No patients will
be transferred from other providers to the Proposed Facility.

These patient referrals have not been used to support another pending or approved certificate of need apphcatlon The
information in this letter is true and correct to the best of my knowledge.

1 support the proposed establishment of Springfield South Dialysis. OFFICIAL SEAL
STEPHANIE SKINNER
Sincerely, WOTARY PUELIC - STATE OF HLINOIS
: noouussm EXPIRES:03/10/112
I}‘ L\-\xﬁ—@\ M \D

Pradeep Mehta, M.D. Subscr_}bed and sworn to me

Central Illinois Kidney and Dialysis Associates, S.C. This | Fay of 1L 0Rcinon , 2010

932 North Rutledge Avenue

Springfield, Illinois 62702

Attachment - 12B
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" DaVita.

Overview of Nocturnal Dialysis

Overview of

-@

Nocturnal Dialysis

Dr. Francisco is a DaVita Nephrologist in Wichita,
Kansas currently prescribing nocturnal dialysis for

some of her patients.

Written by Dr. Linda Francisco

Conventional
hemodialysis shortfalls

It is well known that the mortality rate of
paticnts undergoing maintenance hemodialysis
remains unacceptably high. An cxtremely high
morbidity and a relatively low quality of lifc has also
been observed in the chronic hemodialysis patient.
The institution of more intensive dialysis regimens
appears to improve morbidity and, possibly,
mortality among this patient population, although
siudies arc still badly needed for the evaluation of
mortality improvement. Compared to convenvional
regimens, hemodialysis associated with longer
duration and/or higher frequency correlates with
cnhanced outcomes as defined by improved
laboratory and decreased usage of erythropoiten,
with improved Kt/V valucs. With this in mind,
nocturnal hemodialysis was introduced as a more
desirable alternative to conventonal dialysis. It was
thought that nocturnal dialysts could provide
superior dialysis based on dose, duration, and
frequency. It also takes advantage of the rather
unproductive time during the nightly sieep.

About nocturnal
hemodialysis treatment

Nocturnal hémodialysis can be either done at
home orin center. Nocturnal hemodialysis at
home is generally pcrformed 5-7 nights per week
during sleep lor a variable amount of time, based
upon ihe length of sleep usually desired. This can be
from 6-12 hours. In-center hemodialysis is generally
performed 3 nights per week for 8-10 hours
depending on the center availability. In cither home
or in-center nocturnal hemodialysis, the dialysate
composition is a sodium bath of 140 mEq/L, a
potassium bath of 2 mEq/L, a bicarbonate bath of
28-35 mEq/L, with a calctum concentration of 2.5-
4.0 mEq/L. A higher dialysatc calcium is prescribed
for patients with high ultrafiliration volumes. The
blood flow rate is generally 200300 ce/min,
depending on clearances, and the dialysate {low rate
is anywhere from 100 cc/min to 800 cc/min, The
in-center noctumal hemodialysis would tend to
favor the higher end of blood and dialysate flows
since the actual time per week oo dialysis is less than
on home noctumal hemodialysis, i.c. 3 days versus 3

Ko DaVita.,
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Overview of Nocturnal Dialysis

e 4
days per week. The ly}ﬁtal ultrafiltration volume is
1-2 liters, with a range of 1-7 liters per dialysis
treatment. Any dialyzcr membrane can be used,
including smaller surface arca dialyzers, but most
centers use high-flux dialyzers. In addition,
nocturmal hemodialysis can be performed with any
hemodialysis machine and existing machines can he
muodified for the requirements of the longer dialysis
treatment. Dialyzer reuse can be used and the usual
technique of reuse is applied. Anticoagulation is also
used and it accounts for approximately 1,000 U of
heparin per hour of dialysis.

Nocturnal dialysis
vascular access

Vascular access for nocturnal dialysis is the
same as it is for any hemodialysis. QCrllrd venous
catheters are used, although these are considered
less popular, especially with the fistula-first initiative.
Preferably, artctiovenous fistulas are used.
Arteriovenous gralts have also been successful in
nocturnal dialysis,

Fistula Access

; “\‘; from machine
\\’)“X“‘Q/ﬂ»

in-center vs. at-_home
nocturnal dialysis

As mentioned above, nocturnal hemodialysis
can be performed at home or in the dialysis facility.
If home hemodialysis is done at night, remote
monitoring has been done via regular telephone
lines or the Intemnet.

Live monitoring provides the following bencfits:

% It helps prevent blood from clotting in an idle
extracorporcal system.

% It provides reassurance to the patient,

% It ensures compliance.

% It aids in the collection of data.

I performed in the dialysis facility, nursing
personnel provide the same benefits.

In addition 10 the monitoring performed above,
there are other safety measures that can be

employed with in-center or home nocturnal
hemodialysis, such as incxpensive moisture sensors
that are placed strategically on the floor to detect
dialysate and/or blood leaks. Their use should be
considered an obligatory safety measure.

Which patients should consider
home nocturnal dialysis?

Patient groups that can be preferenually
targeted for recruiument for home nocturnal
hemodialysis include patients who are followed in a
chronic kidney disease clinic prior to development of
end stage kidney disease. This prevents the state of
dependence frequendy encountered in an in-center
unit. Training can be instituted very early and
paticnts can recognize the benefits of scl~care
scttings. Apother group that can be targcted
includes patents who are ineligible for kidney
transplantation, in that nocturnal dialysis can be
viewed as the modality of indcpendence closest to

‘@(Nac‘%g DaVita.




Overview of Nocturnal Dialysis

kidncey transplantation. Another group to be
considered for hame or in-center nocturnal
hemodialysis includes those with signilicant
morbidities such as cardiac discase, diabetes
mellitus, severe hypertension, dialysis-related
symptoms and/or large interdialytic weight gain.
Patients who fail chronic ambulatory peritoncal
dialysis, yet want to maintain some degree of
independence, should also be considercd for home
nocturnal hemodialysis. The final group that is very
{requently benefited by nocturnal hemodialysis,
whether, in-center or home, includc large-sized
patients and patients not adeguately dialyzed
hecause of poor blood flow in their access.

Quality-of-life improvements
from nocturnal hemcodialysis

Nocturnal hemodialysis is usually associated
with marked benefits including improved solute
clearance and quality of life. Paticnts will declare
their improvement of quality of life almost
uniformly. There is also noted to be much better
blood pressure contro! and a reduction of
medication requirements for control of
hypertension. Urea and phosphorus clearances have
been increased with noctumal hemodialysis. Better
hemoglobin values with less erythropoiten usage
have also been reported. Some have suggested an
enhanced survival, however, this requires [urther
analysis. At present, there are no published
randomtized trials of nocturmal hemodialysis. As a
result, some investigators feel that studies comparing
nocturnal hemodialysis to conventional hemodialysis
should be performed to better understand the
benefits of nocturnal hemodialysis.

In summary, nocturnal hemodialysis donc at
home or in-center oflers another modality of care
for the patient with end-stage renal disease and
should be available to patients. Further studics arc
required to evaluate the bencfits and indications for
its usage.

The statemnen’s and opinlons contained in this article are based upon tha
research and views aof the author, and do nol necessanly reftact tha opimons of
DeVita Inc. gr any afiiliated company. Davita doas nat warmant, aither expressly
or by implication, the factual eccuracy of the articles herein, nar does it warrant
any views or oplnions offered by the euthor of such orticles. H you have any
questions regandiiyg information in this anlide, ploase contact the avthor
direcily.

& 2007 DaVida Inc. All rights reserved.
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V2
Clinical Education

Nocturnal Hemodialysis

A five-minute Homeroom Lesson

o r
noc-tur-nal X(nCk-tar nd1)
adj.
1. Of, relating to, or occurring in the night. noctumal stillness.
2. Botany Having flowers that open during the night.
3. Zoology Most active at night: nocfumal animals (Free Dictionary, 2007)

Loy

More and more DaVita centers are now offering nocturnal dialysis. To learn about this
treatment option, consider reviewing the following questions in one of your Homeroom Meetings.

What is nocturnal hemodialysis? What would a typical in-center treatment look like?

» Patients arrive at the center in the evening and dialyze during the night.

» To improve comfort, patients are asked to bring their own pillows,
blankets, and toothbrushes.

e To encourage sleep, “lights out” occurs around 11pm.

¢ The treatmcnt is usually over at about 5am.

e Whilc physician orders may vary, trcatments frequently include eight (8) hours of
dialysis three(3) times a week.

What advantages are there to this longer dialysis treatment?
» Longer treatment time - Better removal of wastes = Less urea in the blood

- better appetile, less anemia (lower EPQ dosages), less neuropathy, less fatigue...
» Longer treatment time - Better removal of electrolytes & minerals = Fewer

“Aiming potassium and phosphorus restrictions (less need for phosphate-binders).

for e Longer treatment time > Less fluid removed per hour ( lower UF rates) =

?apttr:gal‘ Decreased risk of hypotension (“crashing”) or cramping, less “recovery time” post
than treatment (less likely to feel washed out) > Decreased need for antihypertensive
just medications (blood pressurc medications).

adequate ¢ Longer treatment time = a gentler dialysis (blood flow and dialysate flow rates are
dialysis.” typically lower — like a “delicate wash cycle”).
Chaa, 2005 | o Higher survival rates. According to a study by Charra (2005), the death rate per 1000
o patient years was 52.4 deaths in the group with longer dialysis treatment (8 hours,
3/week) vs. 99 deaths, almost twice as high, in the group with more traditional style
dialysis. The researchers believed better survival was in part due to a lower pre-
dialysis mcan arterial pressure (MAP) that was present in the longer treatment group.

What are the numbers? Where is this option available?

e Asof July 1, 2007 DaVita’s in-center nocturnal program included 180 patients in 20
dialysis centers. By the end of this year, DaVita’s goal is to increase these numbers to
500 patients in 70 centers.

e Nocturnal hemodialysis can also occur at home. Currently DaVita has seven noctur-
nal home programs and 24 patients.

e Programs will soon be located throughout the country. Ask your FA or your regional
director for the centers located closest to you.

» For more information, go to hup//villageweb davita.com/index shtmi?act=dept) &DeparimentiD=228 .

Thanks for your interest in learning!
Homeroom Lesson the Clinical Education Team
July 2007 donna.swartzendruber@davita.com
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Section i, Project Purpose, Background and Alternatives - Information Requirements
Criterion 1110.230(c), Project Purpose, Background and Alternatives

Alternatives

The Applicants explored several options prior to determining to establish a 12-station dialysis facility.
The options considered are as follows:

a. Do nothing;
h. Utilize existing facilities;
c. Establish a new facility.

After exploring these options, which are discussed in more detail below, the Applicants determined to
establish a 12-station facility. A review of each of the options considered and the reasons they were
rejected follows.

Do Nothing

Currently, there are four dialysis facilities within 30 minutes normal travel time of the proposed facility.
Based upon the latest inventory from the HFSRB, there is currently an excess of one dialysis station
in HSA 3. This figure is misleading and does not reflect the need for additiona! dialysis capacity in
Springfield. First, the inventory calculation does not take into account the current use rate for HSA 3
and it includes Memorial Medical Center, which as discussed in greater detail in Criterion
1110.230(b), only serves special needs patients and does not solicit or offer its services to the
general ESRD patient population. As shown below in the revised inventory calculation for HSA 3,
updating the HSA 3 Use Rate to reflect the most recent population and dialysis patient statistics
results in a need for 16 additional stations in HSA 3.

Revised Need

Calculation

{07/01/2009

Utilization)
State Institutional Dialysis Patients’ 14,086
State Population? 12,910,400
State Use Rate 1.091
Minimum Institutional Dialysis Use Rate 0.655
HSA 3 Institutional Dialysis Patients™ 508
HSA 3 Population® 574,061
HSA 3 Use Rate 0.885
HSA 3 2015 Population Projection* 622,212
2015 Estimated Dialysis Patients 551
Patients Adjusted for Increase 732
Projected Treatments - 2015 114,241
Stations Needed - 2015 153
Approved Existing Stations” 137
Additional Stations Needed 16

1 06/30/200Renal Disease Network Utilization

Attachment — 13
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2 U.8. Census Bureau Population Estimates 2000 - 2009
*Excludes Memorial Medical Center

*illinois Department of Commerce and Economic Opportunity,
Population Projections by County

Additionally, utilization at the remaining facilities in the Springfield market area is quickly approaching
the HFSRB 80% standard utilization rate. In fact, the average utilization has increased 4% annually
at these facilities in the last three years. With the current obesity epidemic in America and aging
population, this growth is not expected to decrease but rather increase in the coming years. Based
upon the U.S, Census Bureau 5-Year Estimates for 2005 — 2009, 13.7% of the residents of
Sangamon County are 65 years or older, compared to the State average of 12. 1%.> Conservatively
assuming historical growth rates remain unchanged, these facilities are expected to reach 80%
utilization by the date the proposed facility is operational.

In addition to the historical growth rate, Central lllinois Kidney and Dialysis Associates, S.C. is
currently treating 28 Stage 5 CKD patients and 175 Stage 4 CKD patients. Based upon historical
attrition rates, approximately 127 of these patients are expected to require dialysis within the next 12
to 18 months. As shown in the table below, assuming utilization at the exisling facilities remains
unchanged, sufficient capacity does not exist in the Springfield market area to accommodalte all 127
patients.

! . Excess
Facilty sutionsasof | GOl | Glicgion | Copacity
12/31/2012 12/31/2012 U“”zaﬂ;n]
Lincolnland Dialysis Center 14 70 83.33% 14
DaVita - Springfield Central 21 103 B1.75% 23
Davita - Montvale 17 84 82.35% 18
Total 52 257 82.37% 55

While this alternative would result in no cost to the Applicants, it would not provide for sufficient
access to life sustaining dialysis services to the residents of Springfield. Accordingly, this alternative
was rejected.

Utilize Existing Facilities

As discussed above, the existing facilities in the Springfield market are rapidly approaching the
HFSRB's standard utilization rate of 80%. Additionally, Central llincis Kidney and Dialysis
Associates, S.C. is currently treating 28 Stage 5 CKD patients and 175 Stage 4 CKD patients. Based
upon historical attrition rates, approximately 127 of these patients are expected to require in-center
hemodialysis within the next 12 to 18 months. For the existing facilities to accommodate all 127
projected ESRD patients, at least two, and most likely all of three facilities would be required to
operate four shifts per day, six days per week.

Operating four shifts per day is not a feasible alternative for many reasons. When a fourth shifl is
operated, the dialysis facility is operated nearly around the clock with staff opening the facility around
5:00 a.m. and closing it around midnight. Not only is staffing a fourth shift difficult for clinic personnel,
it is also suboptimal for the patients themselves who are chronically ill and usually elderly. Patients,

% U.S. Census BUREAU, AMERICAN FACTFINDER, 2005-2009 AMERICAN COMMUNITY SURVEY 5-YEAR
ESTIMATES, DATA PROFILE HIGHLIGHTS available at hitp://factfinder.census.gov/servie/ACSSAFFFacts?
_event=8&geo_id=05000US17167&_geoContext=01000US%7C04000US17%7C05000US17167& _stree
t=& _county=sangamon&_cityTown=sangamon&_state=04000US17&_zip=&_lang=en&_sse=on&Active
GeoDiv=& useEV=&pctxt=fph&pgs|=050&_submenuld=factsheet_1&ds_name=null&_ci_nbr=null&qr_n
ame=null&reg=null%3Anull&_keyword=&_industry= (last visited Dec. 28, 2010).
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many of whom rely on assistive devices such as canes and walkers, are faced with additional safety
hazards when arriving and departing the facility in the dark. Some of these hazards cannot be
avoided in the winter but patients feel much more secure when coming and going in the daylight.
Adding a fourth shift would increase operating costs by adding additional staffing costs and utilities
cost. The costs would be somewhat higher than the operating costs of adding stations.

Additionally, none of the existing facilities can accommodate a nocturnal dialysis program. Currently,
only the Montvale dialysis facility offers nocturnal dialysis. As set forth in Criterion 110.230(b), DaVita
initiated a nocturna! dialysis program at its Montvale facility in March 2008. The Montvale program
operates three nights per week and can accommodate up to 17 patients. Expansion of the current
nocturnal program is not feasible. Because the facility is operating 24 hours on those days when
nocturnal dialysis offered, it is difficult to clean and maintain the equipment and facility on those days.
Accordingly, expanding the Montvale nocturnal dialysis program to six nights is not feasible.

The existing facilities in the market area cannot accommodate increasing future need for dialysis
services without adding a fourth shift. While this would result in no project costs to the Applicants, it
would result in suboptimal care for ESRD patients. Accordingly, this alternative was rejected.

Establish a New Facility

Based upon current utilization of the existing facilities and the projected number of CKD patients that
will require in-center hemodialysis within the next 12-18 months, the only feasible option is to add
dialysis stations to the market area by establishing a 12-station dialysis facility. This alternative will
ensure residents of Springfield have continued access to life sustaining dialysis treatment. The cost
of this alternative is $2,195,831.

Table 1110.230(c)
Alternatives to Proposed Project
Cost Benefit Analysis

Alternative Cor:emet:’mty Access Cost Status
Do Nothing Not Met Decreased $0 Reject
Utilize Existing Facilities Not Met Decreased $0 Reject
Establish New Facility Met Maintained $2.195,831 Accept

Attachment - 13




Section IV, Project Scope, Utilization, and Unfinished/Shell Space
Criterion 1110.234(a), Size of the Project

The Applicants propose to establish a 12-station dialysis facility. Pursuant to Section 1110, Appendix B
of the HFSRB's rules, the State standard is 360-520 gross square feet per dialysis station for a total of
4,320 — 6,240 gross square feet for twelve dialysis stations. The total gross square footage of the
proposed dialysis facllity is 6,100 gross square feet. Accordingly, the proposed facility meets the State

standard.
o : 5 517E OF PROJECT il i — =
IDEPARTMENTJSERVICEl F;ROEOSED. STATE I i I [ MET I
_ ) !BGSFIDGSF STANDARDN . MR STANDARD?
Meets State
ESRD 6,100 4320 -6,240 Standard
‘ Attachment - 14
114354.5
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Section IV, Project Scope, Utilization, and Unfinished/Shell Space
Criterion 1110.234({b), Project Services Utilization

By the second year of operation, annual utilization at the proposed dialysis facility shall exceed HFSRB's
utilization standard of 80%. Pursuant to Section 1100.1430 of the HFSRB's rules, facilities providing in-
center hemodialysis should operate their dialysis stations at or above an annual utilization rate of 80%,
assuming three patient shifts per day per dialysis station, operating six days per week. Currently, there
are 28 Stage 5 CKD patients and 175 Stage 4 CKD patients who will likely require dialysis within the next
12 to 18 months. Assuming 80% of the Stage 5 and 60% of the Stage 4 CKD patients receive in-center
hemodialysis treatment within the first year after project completion, the proposed facility will be operating
at 80.55% capacity, or 58 patients.

— Utilizatioi _

| i Dept.f Service Historical ' 2roj il LState Standard J i
if— (Treatments) B! _ T
Year 1 ESRD N/A 8,986
Year 2 ESRD N/A 9,048 8,986 Yes

Attachment - 15
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Section IV, Project Scope, Utilization, and Unfinished/Shell Space
Criterion 1110.234(c}, Unfinished or Shell Space

This project will not include unfinished space designed to meet an anticipated future demand for service.
Accordingly, this criterion is not applicable.

Attachment — 16

114354.5




Section IV, Project Scope, Utilization, and Unfinished/Shell Space
Criterion 1110.234(d), Assurances

This project will not include unfinished space designed to meet an anticipated future demand for service.
Accordingly, this criterion is not applicable.

Attachment - 17
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Section VI, Service Specific Review Criteria
In-Center Hemodialysis
Criterion 1110.1430{b)}, Planning Area Need

1. Planning Area Need

a.

stations in HSA 3.

State Institutional Dialysis Patients’
State Population®

State Use Rate

Minimum Institutional Dialysis Use Rate

HSA 3 Institutional Dialysis Patients'?
HSA 3 Population?
HSA 3 Use Rate

HSA 3 2015 Population Projection”
2015 Estimated Dialysis Patients
Patients Adjusted for increase
Projected Treatments - 2015
Stations Needed - 2015

Approved Existing Stations®
Additional Stations Needed

' 06/30/200Renal Disease Network Utilization

Revised Need
Calculation
{07/01/2009
Utilization)
14,086
12,910,409
1.091
0.655

508
574,061
0.885

622,212
551

732
114,241
153

137

16

2J.S. Census Bureau Population Estimates 2000 - 2009

IExcludes Memorial Medical Center

“Nlinois Department of Commerce and Economic Opportunity,

Population Projections by County

2. Service to Planning Area Residents

This criterion requires the applicant to document that the number of stations to be established
for in-center hemodialysis conforms to the projected station deficit calculated by the HFSRB.
Based upon the latest inventory data, there is currently an excess of one station in HSA 3.
This excess is due to an outdated area use rate and underutilization at Memorial Medical
Center. As shown in the updated need calculation below, there is a need for 16 dialysis
The applicants propose to establish a 12-station dialysis facility.
Accordingly, there is need for the proposed facility.

b. As shown in the revised need calculation above, there is currently a need for 16 dialysis
stations in HSA 3. The applicants propose to establish a 12-station dialysis facility.
Accordingly, the number of stations proposed does not exceed the projected deficit.

As set forth throughout this application, there are currently three dialysis facilities within thirty
minutes normal travel time of the proposed facility available to treat the general ESRD patient
population. These facilities are experiencing significant growth and will no longer be able to
accommodate additional ESRD patients in the near future. The applicants propose to establish a

114354.5
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12-station dialysis facility to help minimize overutilization at the existing facilities and
accommodate the projected ESRD patient referrals. Importantly, to accommodate the growing
demand for dialysis services, the proposed facility will be built to accommodate 16 dialysis
stations with minimal additional cost.

As shown in Table 1110.1430(b){2), Central llincis Kidney and Dialysis Associates, S.C. is
currently treating 28 Stage 5 CKD and 175 Stage 4 CKD patients. Based upon historical attrition
rates approximately 127 Stage 4 and Stage 5 CKD patients will receive in-center hemodialysis
treatment. All projected patients five within the geographic service area of the proposed facility.

Table 1110.1430(b)(2}
CKD Patients by Zip Code
Zip Code Stage 5 Stage 4 Grand Total
62701 0 4 4
62702 7 51 58
62703 9 42 51
62704 5 49 54
62707 4 g 13
62711 2 18 18
62712 1 4 5
Grand Total 28 175 203

3. Service Demand

Attached at Attachment — 26A are physician referral letters from Central Hlinois Kidney and
Dialysis Associates, S.C. and a schedule of pre-ESRD patients by zip code. A summary of
projected referrals is provided in Table 1110.1430(b)(3) below.

Tahle 1110.1430(b}{3)
Projected Patient Referrals by Zip Code
Zip Code Patient Referrals
62701 4
682702 58
62703 51
62704 54
62707 13
62711 18
62712 5
Grand Total 203

4. Service Accessibility

There are currently three dialysis facilities within thirty minutes normal travel time of the proposed
facility available to treat the general ESRD patient population. As shown in Table
1110.1430(b)(5) on the following page, these facilities are experiencing significant growth and will
no longer be able to accommodate additional ESRD patients by December 31, 2012, the
proposed facility's project completion date. Accordingly, additional dialysis stations are
necessary to ensure life sustaining dialysis services remain accessible to ESRD patients in the
Springfield market area.

Attachment - 26
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: - Table 1110. 1430(b)(5)*
Projected Utilization of Existing Facllities
o 03!31/2012 . _
‘ gy o NSRRI Bty ‘H f o | EXcess
---- “stations | pyonee | pationts | Erojected | capacity
F"“‘""’ %%‘;'02%' | 01/01/2008 | 09/30/2010 1212012 pammation | (100%
Rt o : t et Utilization)
Lincolnland Dialysis Center 14 55 61 70 83.33% 14
DaVita - Springfield Central 21 94 98 103 81.75% 23
DaVita - Montvale 17 67 74 84 82.35% 18
Total 52 216 233 257 82.37% 55
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Section VI, Service Specific Review Criteria
In-Center Hemodialysis

Criterion 1110.1430(c}, Unnecessary DugllcattonIMald|str|but|on

1. Unnecessary Duplication

114354.5

a.

The proposed dialysis facility will be located at 2830 South Sixth Street, Springfield, lllinois.
A map of the Springfield South Dialysis Center market area is attached at Attachment — 268.
A list of all zip codes located, in total or in part, within 30 mintes normal travel time of the
site of the proposed dialysis-facility' as well as 2000’ census:fi igures -for each zip code is
provided in Table 1110.1430(c)(1)(A) below. Please note a. sngnlflcant ‘number of zip codes
for the City of Springfield were added by the U.S. Postal Serwce after the 2000 Census
accordingly, population data for these new zip codes is not avallabre

' Table ¢I 10. 1430(c)(1)(A)
Wap Codes within'30 Minutes' of
Proposed Facility

1Zip Code 1] NN City NENN | BN Population W
62703 Springfield . 31,21
62704 Springfield 41,264
62701 Springfield 1,122
62705 Springfield N/A
62706 Springfield N/A
62708 Springfield NIA
62715 Springfield NIA
62716 Springfield ___N/A
62719 Springfield N/A
62721 Springfield . - N/A
62722 Springfield - NIA|
62726 Springfield J o NIA
62736 Springfield - 'NIA
62739 Springfield ~ N/A
62746 Springfield N/A
62756 Springfield N/A
62757 Springfield N/A
62761 Springfield NIA
62762 Springfield . N/A
62763 Springfield N/A
62764 Springfield N/A-
62765 Springfield N/A
62766 Springfield N/A
62767 Springfield NfA
62769 Springfield ) N/A
62776 Springfield N/A.
62777 Springfield NIA
62786 Springfield N/A
62791 Springfield N/A
62794 Springfield .. NiA
62796 Springfield -, NIA
62712 Springfield N/A
62711 Springfield N/A
62702 Springfield 39 437
62563 Rochester _ ‘4,868

62707 Springfield : 27,197

Attachment - 26
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‘ #Table 1110.1430(c){1}{A) #
Populatlon of Z|p Codes within’ 30_Minutes

- 5 Proposed Facihtyg@ i
;le_Code s = City - i Population::
62536 Glenarm 942
62629 Chatham 9,543
62561 Riverton 4,750
62520 Dawson 1,451
62684 Sherman 3,739
62625 Cantrall 853
62670 New Berlin 2,725
62558 Pawnee 3,564
62530 Divernon 1,661
62545 Mechanicsburg 948
62615 Auburn 5,424
62677 Pleasant Plains 2,501
62515 Buffalo 1,010
62661 Loami 1,294
62693 Williamsville 1,712
62570 Tovey 516
62531 Edinburg 1,955
62613 Athens 3,428
62517 Bulpitt 225
62689 Thayer 538
62540 Kincaid 1,392
62690 Virden 4,157
62519 Cornland 85
62662 Lowder N/A
62688 Tallula 944
62692 Waverly 2,107
Total 202,463

Source: U.S. Census Burgau, Census 2000, Zip Code Facl Sheet
available at hitp:/ifactfinder.census.goviserviet’' SAFFPopulation?
_event=Search&_name=&_state=04000US17&_county=&_cityTo
wn=8_zip=&_sse=on&_lang=an&pctxt=fph {last visited Nov. 22,
2010Q).

b. A list of existing and approved dialysis facilities located within 30 minutes normal travel time
of the proposed dialysis facility is provided in Table 1110.1430(c)(1)(C) below. A map of the

all existing and approved dialysis facilities is attached at Attachment — 26B.

- Table 1110.1430(c)(1)(C
Existing Facilities within 30 Minutes for Proposed Facili
Facility  CAddress | lcity - ' ance:* | Time Aﬁ!:‘;’;ed
DaVita - Montvale 2930 Montvate Drive, Suite A Springfield 62704 2.99 mi 6 min 6.9 min
DaVita — Springfield Central | 932 North Rutledge Street Springfield 62703 3.87 mi 11 min | 12.65 min
Lincolnlang Dialysis Center 1112 Centre West Drive Springfield 62703 5.28 mi 9 min | 10.35 min
Memcnal Medical Center 800 North Rutledge Street Springfield 62702 3.76 mi 11 min | 12.65 min
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2. Maldistribution of Services

The proposed dialysis facility will not result in a maldistribution of services. A maldistribution exists
when an identified area has an excess supply of facilities, stations, and services characterized by
such factors as, but not limited to: (1) ratio of stations to population exceeds one and one-half times
the State Average; (2) historical utilization for existing facilities and services is below the State
Board's utilization standard; or (3) insufficient population to provide the volume or caseload necessary
to utilize the services proposed by the project at or above utilization standards. As discussed more
fully below, the ratio of stations to population in the geographic service area is 95.5% of the State
average, the average utilization of dialysis facilities within the geographic service area is above the
State Board's 80% utilization standard, and sufficient population exists to achieve target utilization.
Accordingly, the proposed dialysis facility will not result in a maldistribution of services.

a.

b.

114354.5

Ratio of Stations to Population

As shown in Table 1110.1430(c)(2)(A), the ratio of stations to population is 95.5% of the
State Average.

Table 1110.1430(c)(2){(A)
_Ratio of Stations to Populati i

Population | -Dialysis Stations & Sta oﬁé‘.to-lﬁdbmétion

Geographi'c Service Area 202,463 58 1:3,491

State 12,829,014 35N 1:3,653

Historic Utilization of Existing Facilities

Table 1110.1430(c)(2)(B) below provides the average utilization of existing dialysis facilities
in the market area. While the average utilization of the existing facilities in the market area is
below the HFSRB target utilization rate of 80%, this is primarily due to the underutilization at
Memorial Medical Center. As discussed more fully in Criterion 1110.230(b), Memorial serves
special needs ESRD patients who cannot be adequately treated in traditional in-center
hemodialysis facilities. As set forth in the letter from Memorial attached at Attachment — 26C,
Memorial does not solicit or make its services available to the general ESRD patient
population. Excluding Memorial, average utilization of the existing facilities is approaching
the HFSRB target utilization rate. In fact, assuming an 80% target utilization, the remaining
facilities only have capacity for 18 additional ESRD patients.

- Table 1110.1430(c)(2)(B):
Utilization of Existing Dialysis Facilities ::
i . Facility _ ik : .| Utilization
DaVita - Montvale 17 74 72.55%
DaVita — Springfield Central 21 98 77.78%
Lincolnland Dialysis Center 14 61 62.62%
Memorial Medical Center 6 6 16.67%
Total Utilization - Existing Facilities 58 239 68.68%
Total Utilization (excluding Memorial) 52 233 74.68%

Sufficient Population to Achieve Target Utilization

The Applicants propose to establish a 12-station dialysis facility. To achieve the State
Board's 80% utilization standard within the first two years after project completion, the
Applicants would need 58 patient referrals. Central lllinois Kidney and Dialysis Associates,

Attachment — 26
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S.C. is currently treating 28 Stage 5 CKD patients and 175 Stage 4 CKD patients who will
likely require dialysis within the next 12 to 18 months. Assuming attrition rates of 20% for
Stage 5 CKD patients and 40% for Stage 4 CKD patients, approximately 127 of the current
Stage 4 and Stage 5 CKD patients will initiate dialysis within the next 12 to 18 months. As
set forth throughout this application, the existing dialysis facilities do not have sufficient
capacity to accommodate all of the projected patient referrals. Accordingly, there is sufficient
population to achieve target occupancy.

3. Impact io QOther Providers

114354.5

a.

b.

The proposed dialysis facility will not have an adverse impact on existing facilities in the
proposed geographic service area. All of the identified patients are current Stage 4 and
Stage 5 CKD patients of Central lllinois Kidney and Dialysis Associates, S.C. and will not be
transferred from existing facilities. Moreover, as discussed in greater detail in Criterion
1110.1430(b) no existing or approved facility has the capacity to accommodate these Stage 4
and Stage 5 CKD patients.

The proposed dialysis facility will not lower the utilization of other area providers that are
operating below the occupancy standards.
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Section VI, Service Specific Review Criteria
In-Center Hemodialysis
Criterion 1110.1430{e), Staffing

1. The proposed facility will be staffed in accordance with all State and Medicare staffing requirements.

a. Medical Director; Pradeep Kumar Mehta, M.D. will serve as the Medical Director for the
proposed facility. Dr. Mehta currently serves as the Medical Director for DaVita's Springfield
Central and Lincoln facilities. A copy of Dr. Mehta's curriculum vitae is attached at Attachment —

26D.
b. Other Clinical Staff: Initial staffing for the proposed facility will be as follows:

Administrator

Registered Nurse

Patient Care Technician (1.5 FTE)
Biomedical Technician (0.2 FTE)

Social Worker (licensed MSW) (0.5 FTE)
Registered Dietitian {0.5 FTE)
Administrative Assistant

As patient volume increases, nursing and patient care technician staffing will increase accordingly
to maintain a ratio of at least one direct patient care provider for every 4 ESRD patients. At least
one registered nurse will be on duty while the facility is in operation.

2. All staff will be training under the direction of the proposed facility's Governing Body, utilizing DaVita's
comprehensive training program. DaVita's training program meels all State and Medicare
requirements. The training program includes introduction to the dialysis machine, components of the
hemodialysis system, infection control, anticoagulation, patient assessment/data collection, vascular
access, kidney failure, documentation, complications of dialysis, laboratory draws, and miscellaneous
testing devices used. In addition, it includes in-depth theory on the structure and function of the
kidneys; including, homeostasis, renal failure, ARF/CRF, uremia, osteodystrophy and anemia,
principles of dialysis; components of hemodialysis system; water treatment; dialyzer reprocessing;
hemodialysis treatment; fluid management; nutrition; laboratory, adequacy; pharmacology; patient
education, and service exceltfence. A summary of the training program is attached at Attachment —
26E

3. The proposed facility will maintain an open medical staff.

Attachment — 26
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Section VI, Service Specific Review Criteria
In-Center Hemodialysis
Criterion 1110.1430(f), Support Services

Attached at Attachment — 26F is a letter from Kent J. Thiry, Chief Executive Officer, DaVita, Inc. and Total
Renal Care, Inc., attesting that Springfield South will participate in a dialysis data system, will make
support services available to patients, and will provide training for self-care dialysis, self-care instruction,
home and home-assisted dialysis, and home training.

Attachment — 26
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Section VI, Service Specific Review Criteria
In-Center Hemodialysis

Criterion 1110.1430{(g), Minimum_Number of Stations

The proposed dialysis facility will be located in the Springfield, Ilinois metropolitan statistical area
(“MSA”). A dialysis facility located within an MSA must have a minimum of eight dialysis stations. The

Applicants propose to establish a 12-station dialysis facility. Accordingly, this criterion is met.

Attachment — 26
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Section VI, Service Specific Review Criteria

In-Center Hemodialysis
Criterion 1110.1430(h}, Continuity of Care

A copy of the backup agreement with Memorial Medical Center is attached at Attachment — 26G.

Attachment — 26
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‘Section VI, Service Specific Review Criteria
In-Center Hemodialysis
Criterion 1110.1430{j}, Assurances

Attached at Attachment — 26H is a letter from Kent J. Thiry, Chief Executive Officer of DaVita, Inc. and
Total Renal Care, Inc. certifying that Springfield South will achieve target utilization by the second year of

operation

Attachment — 26
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CENTRAL ILLINOIS KIDNEY AND DIALYSIS ASSOCIATES, S.C.
932 N. Rutledge, Springfield, IL 62702

Pradeep Mehta, M.D. Lawrence J. Smith, M.D. Ashraf Tamizuddin, M.D,
Allen 8. Krall, M.D. X. Gary Chen, M.D,, Ph.D.

Satellite Outpatient Clinics
Litchfield, Decatur, Jacksonville, Effingham, Mattoon, Taylorville
Appointments/Nurses (217) 788-3875 ' Business Office (217) 544-5100

December 13, 2010

Dale Galassie

Chair

Ilinois Health Facilities and Services Revicw Board
525 West Jefferson Street, 2nd Floor

Springfield, Illinois 62761

Dear Chairman Galassie;

I am a nephrologist in practice with Central Illinois Kidney and Dialysis Associates, S.C. (“CIKD”). Iam writing on behalf
of CIKD in support of the proposed establishment of a 12-station dialysis facility to be located at 2930 South 6th Street,
Springfield, Illinois (the “Proposed Facility”). There are three dialysis facilities accessible to the general end-stage renal
discase (“ESRD™) patient population in Springfield. All three of these facilities are rapidly approaching the Health
Facilities and Services Review Board 80% utilization standard. Based upon current utilization trends, within the next two
years, there will be insufficient capacity in the Springfield market area to accommodatc the growing demand for dialysis
services. A new dialysis facility is needed to ensure the residents of Springficld maintain access to life sustaining dialysis.

CIKD is currently treating 175 Stage 4 and 28 Stage 5 pre-ESRD patients that reside in the Springfield area. Utilizing a
40% attrition rate for Stage 4 and 20% attrition rate for Stage 5 pre-ESRD patients, we project 127 of these current pre-
ESRD patients will initiate dialysis within the next 12 to 24 months. We anticipate referring at least 58 of these patients to
the Proposed Facility. The total number of pre-ESRD patients by initial and zip code is attached hereto. No patients will
be transferred from other providers to the Proposed Facility.

These patient referrals have not been used to support another pending or approved certificate of need apphcatlon The
information in this letter is true and correct to the best of my knowledge.

I support the proposed establishment of Springfield South Dialysis. ' OFFICIAL SEAL
STEPHANIE SKINNER
Sincerely, MOTARY PUBLIC - STATE OF HLLINOIS
MY COMBASSION EXPIRES03/10/12
P - L—\}_ﬁ—%_ m \_D

Pradeep Mehta, M.D. Subscribed and swormn to me

Central [llinois Kidney and Dialysis Associates, S.C. This | 38y of DRcuirboer 2010

932 North Rutledge Avenue

Springficld, Illinois 62702
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MEDICAL CENTER A Memorial Health System Affiliate

DEC-U(-2010 TUE UZ:%6 P1I FAX NU. k. U2/U3

d
M r' | __ 701 North First Sireet » Springfield, Ninofs 62761-0001
emo la LI. *  memorialmedical.com + Phone (217) 788-3000

December 7, 2010

Dale Galassie

Chaitman .

Illinois Health Facilitics and Services Review Board
525 West Jefferson Street, 2nd Floor

Springfield, [Ninois 62761

Re: Letter of Support for DaVita Springfield South

.Dear Chairman Galassic:

T am writing 10 you on behalf of Memorial Medical Center (“Memorial”) in support of the
proposed cstablishment of 2 12-station dialysis facility to be located at 2930 South 6™ Street,
Springfield, Ilinois, to be known as DaVita— Springfield South. Utilization of existing dialysis
facilities in Springfield is rapidly approaching 80%. Given current utilization trends, within the
next two years, there will not be sufficient capacity among existing facilities to accomnmodate the
growth in demand fbr dialysis services. :

Memorial currently operates a 6-station dialysis facility located on its hospital campus. In 1998,
we significantly downsized our dialysis program to accominodate primarily special needs
patients. Predominantly, we treat oversized patients who cannot be accoimnodated in recliner

‘chairs, patients with behavioral issucs who cannot be adcquately treated in a frecstanding dialysis

fucility, and patients admitted for a medical or surgical procedure who require outpatient dialysis
prior to discharge.

With regard io the proposed cstablishment of the proposed dialysis facility, we believe 2 12-
station facility will accommodate future demand for dialysis services while at thc same time
allowing existing facilities to operate at their optitnal capacity. Additionally, a 12-station facility
is consistent with industry nonms and should provide for adequatc patient through-put, optimal
staffing, and better access for patients. ‘

DaVita is a leading provider of dialysis services in the United States. 1¢ has taken on many
initiatives to improve the lives of patients suffering from chronic kidney discase {“CKD") and
ESRD. One example is its EMPOWER program. DaVita launched the EMPOWER program
workshops in 2008. The wotkshops are free community-based educational seminars that
encourage CKD patients to take contro! of their health and make informed decisions about their
dialysis care. Led by a team of DaVita nurses, renal dietitians, and social workers, EMPOWER
uses a multidisciplinary approach to cducate patients with CKD about their disease, ways 10

VHA
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delay progression, and different treatment options. Workshops alse focus on preparing paticnts
for tife on dialysis or with a kidney transplant. DaVita recognizes the unique and vitai role that it
plays in enhancing care for renal patients throughout the country. Memorial is grateful that the
residents of Springfield have the benefit of a provider like DaVita i the community.
Accordingly, we fully support the proposed establishment of DaVita - Springfield South.

Thank you for your consideration.
Sincerely,

1A

Kevin R. Epgland
Vice President
Business Development

KRE/bdk

115986,1




CURRICULUM VITAE

PRADEEP KUMAR MEHTA, M.D.

DATE OF BIRTH: September 25, 19435

Address: 3108 Faicon Point (Home}
Springfield, Illinois 62707
(217) 546-9091
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CITIZENSHIP: USA.
EDUCATION:
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Specialty
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PROFESSIONAL APPOINTMENTS (continued):

Associate in Medicine

Abraham Lincoln School of Medicine
University of Illinois
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| Southern Iilinois University School of Medicine
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Training Program Manual TR1-01-02
Hemodialysis Education and Training
DaVita Inc.

PROGRAM DESCRIPTION

Introduction to Program

The Hemodialysis Education and Training Program is grounded in DaVita’s Core Values. These
core values include a commitment to providing service excellence, promoling inlegrity,
practicing a feam approach, systematically striving for continuous improvement, practicing
accountability, and experiencing fulfillment and fun.

The Hemodialysis Education and Training Program is designed to provide the new teammate
with the necessary theoretical background and clinical skills necessary to function as a
competent hemodialysis patient care provider.

DaVita hires both non-experienced and experienced teammates.
A non-cxperienced teammate is defined as:
e A newly hired patient care teammate without prior dialysis experience.
e A rehired patient care teammate who left prior to completing the initial training.
An cxperienced teammate is defined as:
o A newly hired paticnt care teammate with prior dialysis experience as evidenced by
successful completion of a competency exam.
e A rchired patient care teammate who left and can show proof of completing their initial
training.

The curriculum of the Hemodialysis Education and Training Program is modeled after the
American Nephrology Nurses Association Core Curmriculum for Nephrology Nursing and the
Board of Nephrology Examiners Nursing and Technology guidelines.

The program incorporates the policies, procedures, and guidelines of DaVita Inc.

The new teammate will be provided with a “StarTracker”. The “StarTracker” is a tool that will
help guide the training process while tracking progress. The facility administrator and preceptor
will review the Star Tracker to plan and organize the training and professional development of
the new teammate. The Star Tracker will guide the new teammate through the initial phase of
training and then through the remainder of their first year with DaVita, thus increasing their
knowledge of all aspects of dialysis. It is designed to be used in conjunction with the “My
Learning Plan Workbooks.”

Program Description

*  The education program for the newly hired patient care provider teammate without prior
dialysis experience is composed of at least (1) 120 hours didactic instruction and (2) 280
hours clinical practicum, unless otherwise specified by individual state regulations.

The didactic phase consists of instruction including but not limited to lectures, readings,
sclf-study materials, on-linc learning activitics, specifically designed hemodialysis
©DaVita Inc. 2008 TR1-01-02

Origination Date: 1995
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workbooks for the teammate, demonstrations and observations. This education may be
coordinated by the Clinical Services Specialist (CSS), the administrator, or the preceptor.
This training includes introduction to the dialysis machine, components of the

‘hemodialysis system, dialysis delivery system, principles of hemodialysis, infection

control, anticoagulation, patient asscssment/data collection, vascular access, kidney
failure, documentation, complications of dialysis, laboratory draws, and miscellaneous
testing devices used, introduction to DaVita Policies and Procedures, and introduction to
the Amgen Core Curriculum.

The didactic phase also includes classroom training with the Clinical Serviccs Specialist,
which covers more in-depth theory on structure and functions of thc kidneys. This
includes homeostasis, renal failure ARF/CRF, uremia, osteodystrophy and anemia,
principles of dialysis, components of the hemodialysis system, water treatment, dialyzer
reprocessing, hemodialysis treatment (which includes machine troubleshooting and
patient complications), documentation, complication case studies, heparinization and
anticoagulation, vascular access (which includes vascular access workshop), patient
assessment (including workshop), fluid management with calculation workshop,
nutrition, laboratory, adequacy, pharmacology, patient teaching/adult learning, service
excellence (which includes professionalism, ethics and communications).

A final comprehensive examination score of 2 80% must be obtained to successfully
complete this portion of the didactic phase. 1f a score of less than 80% is attained, the
teammate will receive additional appropriate remediation and a second exam will be
given.

Also included in the didactic phase is additional classroom training covering Health and
Safety Training, DaVita Virtual Training Program (which includes 21 hours of computer
training classes), One For All orientation training, HIPAA training, LMS mandatory
water classes, emergency procedures specific to facility, location of disaster supplies, and
orientation to the unit.

Included in the didactic phase for nurses is additional classroom training. The didactic
phase includes:

The role of the dialysis nurse in the facility
Pharmacology for nurses

Outcomes management

Patient assessment for the dialysis nurse.

The clinical practicum phase consists of supervised clinical instruction provided by the
facility preceptor, a registered nurse, or the clinical services speeialist (CSS). During this
phase the teammate will demonstrate a progression of skiils required to perform the
hemodialysis procedures in a safe and effective manner. A Procedural Skills Inventory
Checklist wiil be compieted to the satisfaction of the preceptor and the administrator.

®DaVita Inc. 2008 TR1-01-02
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The clinical hemodialysis workbooks will also be utilized for this training and must be
completed to the satisfaction of the preceptor and the administrator.

Thosc teammates who will be responsible for the Water Treatment System within the
facility are required to complete the Mandatory LMS Educational Water courses and the
corresponding skills checklists.

Both the didactic phase and/or the clinical practicum phase of a specific skill set will be
successfully completed prior to the new teammate receiving an independent assignment
for that specific skill set. The new tcammate is expected to attend all training sessions and
complete all assignments and workbooks.

Ll The education program for the newly hircd patient care provider teammate with previous
dialysis experience is individually tailored based on the identified learning needs. The
initial orientation to the Health Prevention and Safety Training will be successfully
completed prior to the new teammate working/receiving training in the clinical area. The
Procedural Skills Inventory Checklist including verification of review of applicable
policies and procedures will be completed by the preceptor, a registered nurse, and/or the
clinical services specialist (CSS) and the new teammate upon demonstration of an
acceptable skill-level. The new teammate will also utilize the hemodialysis training
workbook and progress at their own pace. This workbook should be completed within a
timely manner as to also demonstrate acceptable skill-level.

The Initial Competency Exam will be completed; a score of 2 80% or higher is required
prior to the new tecammate recciving an independent patient-care assignment. If the new
teammate receives a score of less than 80%, this teammate will receive theory instruction
pertaining to the area of deficiency and a second competency exam will then be given. If
the new teammate receives a score of less than 80% on the second exam, this teammate
will be evaluated by the administrator, preceptor, and educator to determine if completion
of formal training is appropriate.

Following completion of the training, a Verification of Competency form will be completed (see
forms TR1-06-05, TR1-06-06). In addition to the above, further training and/or certification will
be incorporated as applicable by state law.

The goal of the program is for the trainee to successfully meet all training requirements. Failure
to meet this goal is cause for dismissal from the training program and subsequent termination by
the facility.

Process of Program Evaluation

The Hemodialysis Education Program utilizes various evaluation tools to verify program
effectiveness and completeness. Key cvaluation tools include the, DaVita Prep Class Evaluation
(TR1-06-08), the New Teammate Satisfaction Survey on the LMS and random surveys of facility
administrators to determine satisfaction of the training program. To assure continuous

©®DaVita Inc. 2008 TR1-01-02
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% Casa Nueva
1551 Wewatta Strect
Da l ta Denver, CO 80202-6173
e Tel: 303-405-2100

www.davita.com

December 17, 2010

Dale Galassie

Chair

Illinois Health Facilities and Services Review Board
525 West Jefferson Street, 2nd Floor

Springficld, Illinois 62761

Re: Certification of Support Services

Dear Chairman Galassie:

I hereby certify under penalty of perjury as provided in § 1-109 of the Illinois Code of
Civil Procedure, 735 ILCS 5/1-109 and pursuant to 77 Ill. Admin. Code § 1110.1430(f) that
Springfield South Dialysis:

» Participates in a dialysis data system;

¢ Provides support services consisting of clinical laboratory service, blood bank,
nutrition, rehabilitation, psychiatric services, and social services are avatlable; and

e Provides training for self-care dialysis, self-care instruction, home and home-assisted
dialysis, and home training.

Sincerely,

/Z%%.J/&L

Y
Chief Executive Officer

DaVita, Inc.
Total Renal Care, Inc.

Subs ribﬁg and sworn to me
Thish ay ofpfcgﬂkﬁ[_, 2010

~na L. "Yﬂo{-@o,toﬂ?

Notary Pubiic

! "OFFICIAL SEAL"

el
i.- My Commission Expires 6/11/2013
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FOR MEDICAL CENTER USE

ONLY:
Ciinfe #: 3320

BACKUF DIALYSIS SERVICES AGREEMENT

ig DIALYSIS SERVICES AGREEMENT (“Agrecment”} is made the _&552
at_jay OW}' and between Memorial Medical Center, en affiliate of Memorial Healtk
System, an Winois not for profit corporation which is licensed as a “hospital” under the Hospital

Licensing Act (hereinafter “Medical Center”) and DVA Renal Healthcare, e, (“Company”).

' BECITALS

WHEREAS, Company owns and operetes an outpstient hemodirlysis treatment center
known as Springfield Central Dialysis which is located at 932 N RUTLEDGE ST -
SPRINGFIELD, 1L 62702-3721 (“Facility) thet is experienced and qualified to admimister
dinlvsis services and clinically munage patients with ESRD on an out-patisnt basis; snd

WHEREAS, the partiez hereto desire to enler into this Agresioent povemiog the
provision of backup dialysia services to Medical Center's patients in the case of emergency or
disaster, as required by 42 C.F.R §405,2140(d); end

WHEREAS, the parties hereto dasire in enter into this Agreement in order to specify the
progedure for ensuring the tremsfer of patients between the. Pacility and Medical Cester in the

avent of an emergency or disasterand .

)- WHEREAS, the parties wish to facilitate the continuity of cars aud transfer of patients
between the Facility and Medical Center in the event of an emergency or disaster. :

NOW THEREFORE, in consideration of the premises heein contained and for other
good ond veluable comsideration, the receipt and legal sufficiency of which are hereby
 ackuowledged, the parties agree as follows:

1. FACHLYTY OBLIGATIONS.

In accordance with: the policies and procedures as heretnafter provided, and upon request by
Medical Center in 'z case of an emergency (including but uot limited (o fire, naturnl disaster, act
of war or terroristn, ot functional failure in equipment), Pacility agrees as follows:

(@) Facility sbal, bave, aud have maintined, & hemodislysis fcility (including, all necessary
snpplies anc”equipment),-and shall provide access to such faci)ity for Medical Cenw's
patients in t! e event of an emergency; and

> (b) Facility agr 3¢5 to exercise its best efforts to ensure the prompt admission of patients es
" necessary, drovided that all usual, reesonable conditions of admission are met, In doing

50, Facilit:; agroes 10 acoept and trest patients in emergency situations requiring transfer

ofa pahmt fmm Moedical Center to Facility. Al transfers bawean the facilities shall be
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made in accordance with applicable federal and state laws and regulations, the standards
of The Joint Commission and any other applicable accrediting hodies, and reasonable
policies and procedures of the facilities. Facility and its staff shall cooperate with Medical
Center's staff to ensure the provision of safe and adequate care to Medical Center's
patients who are transferred to Pacility to receive dialysis services in the case of an

pTOErEENCY.

2. MEDICAL CENTER’S OBLIGATIONS.

In conjunction with transfer of patients to Facility for backup dialysis services, Medical Center
agrees:

{a) That it shall, if possible, transfer medicat records to Pacility;

(b) That Medical Center's staff shall accompany Medical Center patient(s) to_ Facility, to
ensure that care is rendered safely and that patient(s) remain under care of Medical
Center; and '

(¢) That Medical Center’s staff shall cooperate with Facility in provision of care to patients,
including assisting Fagility staff in the provision of dialysis services; and '

(d) That Medical Center shall accept Facility’s scheduling for patient dialysis services
(including after hours scheduling), g5 congsistent with patient care needs.

! 3. BILLING, PAYMENT AND FEES.

Facility shall be responsible for billing the appropriate payer for the services it provides
hereunder. To the extent Medical Center supplies are used in the provision of services
hereunder, Facility shall reimburse Medical Center for such supplies at the usuel and customary
rate, umkess other such rates are mutuelly agreed upon and set forth in an exhibit attached hereto.
No compensation shall be exchanged by and between the parties for services provided under this

Agreement.

4. HIPAA,

Facility and Medical Center agree to comply with the provisions of the Health Isurance
Portability and Accountability Act of 1996 ("HIPAA™. Faclity and Medical Center
acknowledge and agree that from time to time, HIPAA may require modification to this
Agreement for compliance purposes. Facility and Medical Center further acknowledge end agree
to comply with requests by the other party hereto related to HIPAA.

5. STATUS AS INDEFENDENT CONTRACTORS.

{(a) None of the provisions of this Agresment are intended to create, nor shall be deemed or
construed to create, any relationship between the parties hereto other than that of
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independent entities contracting with each other hereunder solely for the purposo of ,
effecting the provisions of this Agreement. Neither this Agreament nor the fulfiliment of -
any of the obligations of Facility or Medical Center hersumder shall be deemed to create
any pamemhlp, joint venture, legal assoviation, or other operating rolatmnshlp between
fhe parties other than as indepondent contractors.

(b) The. Governing Bodies of each of the Facility and Medical Center shall have exclusive
control of the policies, management, aseets, and affairs of their respective facilities.

{¢) Nothing in this Agreement shalt be construed ‘as limiting the right of either to affiliate or
contrect with any other party or facility on either a limited or geacral basis while this

Agreement is in effect. Neither party shall nsz the name of the other in eny promotional or

sdvertising matetial whless review amd approval of the intended nse shal! be obtained
from the party, whose name-is Lo be used, and their lega! counsel.

6. UTE RESOLUTION,

(a) Informal Resolution. Should any digpute between the parties arise under this Agreement,
written notice of such dispote shall-be delivered from one party to the othet parly and
thereafter, the parties, through approprinte representatives, shall first meet and sttempt to
resolve the dispute in face-to-face negotiations. This meeting shall occur within thirty
(30) days of the date on wldch the written notice of such dispute is weeived by tie other

party.

(b} Resolution Through Mediation. If no resolution is reached through informal resolution,
pursnapt to Section 6{a) above, the parties aball, within forty five (45) days of the first
meeting referred to in Section 6(g) above, attempt to settle the dispute by formal
mediation. If the perties canmoat otherwise agree upon a mediator and the place of the
mediation within such forty-five (45) day period, the American Arbitration Association
("AAA") in the state of Hiinois shall administer the mediation. Such mediation shall
ocour 1o later than ninety (90) days after the dispnie arises. All findings of fact and
results of such mediaticn ghall be in written form prepared by such mediator and provided
to eabh purty to such medietion In the event that the parties are unable. to resolve the
dispute throngh formsl mediation pursuant to this section, fhe parties shall be entitled o
sezk any and ell availuble logal remedics.

7. TERM AND TERMIN%‘%TION

{a) This Agreement shal‘ be effective for g imitial penod of one (1) year, commmmmg on the
" last date of exetutio:s below and shall continue in effect for 0o more than four {4) years
after. such initial teryy, provided that either party may tertminate by giving at least sixty
(60) days written nohce 1o the other: -party of jis intenttion fo temminate this Agresment.
Telmmhon ghall ba'sffacuve at the dxpiration ofaucﬁ sixty (60) day notice period.

F. 003
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(b) Notwithstandisg the foregoing, if either party shall have its License to operate its facility

rovaked by the stte where such facflity is located or become ineligible a5 & provider of
service under Medicare or Medicsid laws, this Agreement shall automatically terminate
oun the date such revovation or ineligfhility bacomes effective.

8. INDEMNIFICATION. . _
(a) Medical Center Tndemnity. Facllity hereby agrees to defend, indemnify and hold harmiess

Medicel Center and its affilintes, officers, directors, employees, ind agents for, from and

agninst any claim, lass, lisbility, cost and oxpenee (including, without limitation, costs of
investigation and reasonable attorney's fees), directly or indirectly relating o, Tesulting
from or arising out of suy action or failure to act arising out of this Agreoment by Facility
and its staff regardless of whether or not it is caused n part by Medical Center or its
officers, diroctors, egents, representatives, employees, successors end assigns, This
indemmification provision shall ot be effective as to any foss attributsble exclusively to
the negligence or willful act or omission of Medical Center.

(b) Facility Indemnity. Medical Center hereby agrees to defend, indemnify and hold
harmless Facility and its shaycholdears, affiliatss, officars, directors, employees, and agents
for, from mod agefnst any claim, loss, liability, cost and expense (including, without
limitation, costs of investigation and reasonable sttomey’s fees), directly or indirectiy
relating o, resulting from or arising out of any action or failire to act arising out of this
Agreement by Medical Center and its sfaff regardiess of whether or not it is caused in parl

- ‘ by Facility or its officers, directors, agents, representutives, employess, succeseors
! . assigns. This indernpification provision shell not be effective a5 to any loss aftributmble
exclusively to the negligence or willful act or omission of Facility.

(c) Survivel, The indemnification obligations set forth In this section shall contlnue In fall
fores and effect notwithstanding the expirstion or termination of this Agreement with
respect to any such expenses, costs, damages, claims and Labilities which arise out of or
are sgtiributable to the performance of this Agreement prior to its expiration or
termninatios,

9, AMENDMENT AND SEVERABILITY.

This Agresment mey be mxdified or amended from time to time by mutual written agieement of
the parties, signed by awthorized representatives thereof, and emy suck modification or
amendment shall be ettached to and become part of this Agreement. No oral agreement or
modification shall bé bindini; unless reduced to writing and signed by both parties. The
provisions of this Agreement are severable. The.invalidity or unenforceability of eny term or
, provisions hereto in any jurisdiction shall in ro way effect the validity or enforceability of any
other t=rms or provigions in-iHat jurisdiction, or of this entire Agresment in apy ather jurisdiction,

il

F. 004
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10. [ RELATED MATTERS.

; (n) Facility and Medical Center agree and cestify that this Agreement is not intended fo
generata referrals for services or supplies for which payment maybe made in whole or in
part under any federal health care program. Facility and Medical Center will comply with
statutes, rules, and rogmlations as promulgated by federal and state reguletory agencies or
logislative suthotities having jurisdiction over the partiss,

(b) Company has advised Medical Ceuter that Company is subject to a Corporate Integrity
Agreement with the Office of the Inspector General of the Feders] Deperiment of Health
and Human Services (the “CIA"), and company has informed Medical Center that such
CIA imposes various reporting and operetional compliance related obligations on
Compeny. Medical Canfer agrees to exert a reasomable effort to cooperate wilh
Company, st Company's request to ensble Compsny to comply with the requirements of
such ClA, a5 such requirernents may apply to Medical Center under this Agrezment.

{c) Medica! Center certifies that it will abids by the terms of the Anti-Kickback Statute in all
matters nvolving Facility.

11. NOTICES.

All uotices, requests, and other communications to any party hereto shail be in writing and shall

be addressed to the recefving party’s address set forth below or to any other address as & party

may designete by notice hereunder, and shall zither be (5) delivered by hand, (b) sent by
i recoguized overnight courier, or (<) by certified mail, return recsipt requested, postage prepeid.

If to Facility: _ " Springfieid Central Dialysis
932 North Rutledgs
Springfield, IL 62702-3721
Atleption: Faility Administrator

With a copy to: DVA Renal Hcallhi:aré, Ine.
- 2611 N, Halsted 3¢,

Chicago, I1. 60614
Atn: Group Genemal Counsal

1f to Medical Center: Memorial Medical Center
701 North 1™ Street
Springfield, 1. 62751
Attn: Kevin Enpland

All notices, requests, and other communication hereumder shall be deemed effectivs (a) if
by hand, st the time of the delivery thereof to the receiving party at the address of such perty set
forth above, (b) if sent by overnight courier, on the aext besiness day following the day such

LA LA e = e e maaas et e b mmemea e e e
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notice is delivered to the conrier service, or (c) if sent by certified mall, five {5) business days |
following the day such mailing is made.

12, ELLANEOUS,

(a) Entire Agresmont This Agrsement constitutes the entire agrecment between the pasties

with tespect to the subject matter hereof and supersedes amy and all ather agreements,
either oral of written, between the parties (including, without limitation, any prior
agreement between Facility and Medical Center or any of its submdmnas or affiliates)

with respect to the subject matter hereof.

(b) Counterpasts.  This Agreement may be executed simnltaneously in one or more
comtapém. each of which shafl be deemed an original, but all of which mgeﬂwr ‘shall
constitute one and the samo instrument.

(¢) Headings, The headings appeariug in this Apreement are for convenience ard reference
only, and ave not intended 10, and shell not, define or limit the scope of the provisions to

which they relate,

(d) Assignment. This Agroement shall not be assigned in whole or in part by either party
hereto without the cxpress written consent of the other pariy, except that Fecility may
assign this Apreement ¢o one of its effilietes or subsidieries thfhout the consent of

Medical Center,

(¢) Noo-Discrimination. All services provided by the perties herennder shall be in
compliance with all federal and state laws prohibiting discrimination on the basis of race,
color refigion, sex national origin, handicap, or veterzn status.

13, APPROVAL BY DAVITA INC. (DAVIIA”) AS TO FORM. The parties
acknowledge and agree that this Agreoment shall take effeot and be legally binding upon the
patties oaly upon full execution hereof by the partles and wpon approval by DaVita Inc. as to the
form hereof.

14, NO REQURED REFERRALS. This Agreement is fo be strictly interpreted and
construed so as 1o comply with all of the provisions of and the refenal restrictiona which are
contained within the federal statutes and laws which are eommoaﬂy referred ta as the Medicare
Froud and Abuse or the Anti-Kickback Siatute end-the Bthics in Patieot Referrals Act, or the
“Stark Laws,” and all of the ruls end regulatioans promulgated pursvant to, and all of the oases or
opinions interpreting, such stanzes and Jaws, as well as any other state statutes or laws which
may be applicable to such arrangements. As a consequence, Company is not obligated or
required by the provisions of this Agremem to refer any patients to Medical Center, or any
affiliate of Medioal Center, to chigin or receive any medical diagnosiy, care or trertment frotn
Medical Center, or to purchase any hiealth care related services or products from Medical Center.
Neither Medical Center nor Company is entering into this Agreement with an expectation that
such patient refarals will ocegy” or develop between Company- and. Medical Center as a

F. 006
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based solely on the medical judgment and discretion of a petient’s physician while acting in the

best interesis of the patient.

IN WITNESS WHEREOF, the undersigned have executed this Agreement as of the

day, month and year first abiove written.

Medfcal Conrer

Memarial Medical Ceater, &n
Affiliate of Memorial Health System

By: m
Name: Jtrcas D Llovinfin!

Title: _¥ef PAsScond T - GFinthrirss
Date: & /?3’ ./ 7

Facitity

DV A Rensl Hesltheare, Inc,

o

By, {

Caaiie, irn/e,_
' l

Title: Reglonat Operations Director

Name:

. Date: 9-30-3009

APPROVED A8 TO FORM ONLY;
DAVITA

e Skt F. Lt

Title: Group General Counsel
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December 17, 2010

Dale Galassie

Chair

Illinois Health Facilities and Services Review Board
525 West Jefferson Street, 2nd Floor

Springfield, lllinois 62761

Re: In-Center Hemodialysis Assurances

Dear Chairman Galassie:

Pursuant to 77 Tll. Admin. Code § 1110.1430(j), | hereby certify the following:

s By the second year after project completion, Springfield South Dialysis will achieve
and maintain 80% target utilization as specified in 77 Ill. Admin. Code; and

e Hemodialysis outcome measures will be achieved and maintained as follows:

e > 85% of hemodialysis patient population achieves urea reduction ratio (URR) >

65% and
e > 85% of hemodialysis patient population achieves Kt/V Daugirdas 11.1.2

Sincerely,

At

Kent. J. Thiry

Chief Executive Officer
DaVita, Inc.

Total Renal Care, Inc.

Subscribed and sworn to me
This "Pday of D erermbed , 2010

§ OFFICIAL SEAL"
Tara L Moti
Noltary Public, State of litincis
1 My Commission Expires 6/11/2013




Section VIII, Financial Feasibility
Criterion 1120.120 Availability of Funds

The project will be funded with $1,417,261 in cash and securities from DaVita, Inc. and a lease with 2636
South Sixth Street LLC. A copy of DaVita’s 2009 10-K Statement, evidencing sufficient funds to finance
the project as well as a letter of intent to lease the facility are attached at Attachments - 39A and 39B.

Attachment — 39
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

For the Fiscal Year Ended

December 31, 2009

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

Commission File Number: 1-14106

DAVITA INC.

601 Hawaii Street
El Segunde, California 90245
Telephone number (310) 536-2400

Delaware 510354549
{Svate of incorporation) (LS, Employer
Idendficadon No.)

Securities repistered pursuant to Section 12(b) of the Act:

Class of Security: Reglstered on:
Common Stock, $0.001 par value New York Stock Exchange
Common Stock Purchase Rights New York Stock Exchange

Indicate by cheek mark if the registrant is a well-known seasoned issucr, as defined in Rule 405 of the Securitics Acl.  Yes No O

Indicate by check mark if the registrant is not required to file reporis pursuant to Section 13 or Section 15(d) of the Exchange Act.  Yes O No D

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Scction 13 or 15(d) of the Securities Exchange Act of 1934
during the preceding 12 months (or for such shorter period that the registrant was required 1o file such reports) and (2) has been subject to such filing
requirernents for the past 90 days. Yes [l No O

Indicate by check mark if disclosarc of delinquent filers pursuant to Item 405 of Regulation 5-K is not contained herein and will not be contained, to the
best of registrant’s knowledge, in definitive proxy or information statcments incorporated by reference in Part 111 of this Form 10-K or any amendment to this
Form 10-K, O

Indicate by check mark whether the registrani has submitted electronically and posted on its corporate Web site, il any, cvery Interactive Data Filc required
10 be submitted and posted pursuant to Rule 405 of Regulation $-T (§232.405 of this chapter) during the preceding 12 months {or for such shorier period that the
rcgistrant was required to submit and post such files). Yes B No O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-asccelerated filer, or a smaller reporling company. See
the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer B Accelerated filer [0 Non-nceelerated filer 0 Smaller reporting company [
(Do not check if a smallcr reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule [2b-2 of the Exchange Act). Yes [0 No &
As of June 30, 2009, the number of shares of the Registrant’s common stock ontstanding was approximately 104.0 million shares and the aggregate matket
value of the common stock outstanding held by non-affiliates bascd upon the closing price of these sharcs on the New York Stock Exchange was approximately
$5.1 billion.

As of January 29, 2010, the number of shares of the Registrant’s common stock outstanding was approximately 103.2 million shares and the aggregate
market valuc of the common stock outstanding held by non-affiliates based upen the closing price of thesc shares on the New York Stock Exchange was
approximately $6.2 bittion.

Documents incorporated by reference
Portions of the Registrant’s proxy staicment for its 2010 annual meeting of stockholders are incorporated by reference in Part [11 of this Form 10-K.

Attachment — 39A

Source: DAVITAINC, 10-K, February 25, 2010 Powered by Mamingsmr* Dacument Research™
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Iable of Contents
PARTI

Item 1. Business

We were incorporated as a Delaware corporation in 1994, Our annual report on Form 10-K, quarierly reporis on Form 10-(), current reports on Form
8-K and amendments (o those reports filed or furnished pursuant to seciion 13(a) or 15(d) of the Exchange Act are made available free of charge through our
website, localed at hiip:/iwiww.davita.com, as soon as reasenably practicable after the reporis are filed with or furnished to the Securities and Exchange
Commission, or SEC. The SEC also maintains a website at hifp./www. sec. gov where these reports and other information about us can be obtained, The contents
of our website are not incorporated by reference into this report.

Overview

DaVita is a leading provider of dialysis services in the Unitcd States for patients suffcring from chronic kidney failure, also known as cnd stage renal
disease, or ESRD. As of December 31, 2009, we operated or provided administrative services to 1,530 outpatient dialvsis ceniers located in 43 states and the
District of Cotumbia, serving approximately 118,000 paticnts. We also provide acute inpaticnt dialysis services in approximately 720 hospitals and related
laboratory services. Our dialysis and related lab services business accounts for approximately 5% of our consolidated net operating revenues. Other ancillary
services and strategic initiatives currently account for approximately $% of our consolidated net operating revenues and rclate primarily te our core business of
providing renal care services,

TFhe dialysis industry

The loss of kidney function is normally imcversible. ESRD is the stage of advanced kidney impairment that requires continucd dialysis treatments or a
kidney transplant to sustain life. Dialysis is the removal of toxins, fluids and salt from the blood of ESRD paticnts by artificial means. Patients suffering from
ESRD generally require dialysis al least three times per week for the rest of their lives.

Sinee 1972, the federal govemment has provided universal payment coverage for dinlysis treatmenss under the Medicare ESRD program regardless of age
or financial circumstances. Under this system, Congress establishes Mcdicare rates for dialysis ireatments, related supplics, lab tests and medications.
Approximately 88% of our tolal patients are under govemnment-based programs, with approximately 80% of our patients under Medicare and Medicare-assigned

plans.

ESRD patient base

There are more than 358,000 ESRD dialysis patients in the United States according to the latest information published by the United Slates Renal Data
System. The recent historical compound annual growth rate in the number of ESRD diaiysis paticnts has been approximately 3%-4%. The growth rate is
aitributable to the aging of the population, increased incidence rates for discases that cause kidney failure such ss diabetes and hypertension, lowcr mortality rates
for dialysis paticnts and growth rates of minority populations with higher than average incidence rates of ESRD.

Treatment options for ESRD
Treatment options for ESRD arc dialysis and kidney transplantation.

Dialysis Options

+  Hemodialysis

Hemodialysis, the most common form of ESRD treatment, is usually performed in outpatient dialysis centers, It may also be done while a patient is at
home or while hospitalized. The hemodialysis machine uses an artificial kidoey, called a dialyzer, to remove toxins, luids and salt from the patient’s blood. The

dialysis proccss
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OCouls across A semi-permeable membrane that divides the dialyzer into two distinct chambers. While blood is circulaied through one chamber, a pre-mixed fluid
is circulated through the other ehamber. The toxins, salt and excess fiuids [rom the blood cross the membrane into the fluid, allowing cleansed bloed to return
into the patient’s body. Each hemadialysis treatment that occurs in the outpatient dialysis centers typically lasts approximately three and onc-half hours and is
usually performed three times per week.

Some ESRD patients muy perform home-based hemodiatysis in their home or residence through the use of a hemodialysis machine designed for home
therapy that is portable, smaller and easier 1o use. Patienis receive training, support and monitoring from registercd nurses, in some cases in our outpatient
dialysis centers, in connection with treatments. Home-based hemodialysis is typically performed wilh greater frequency than dialysis treatments performed in
outpaticnt dialysis centers and on varying schedules.

Hospital inpatient hemodialysis services are required for patients with acute kidncy failure resulting from trauma, palients in carly stages of ESRD, and
ESRD patienis who require hospitalizatien for other reasons. Hospital inpatient hemodialysis is generally performed at the paticnt’s bedside or in a dedicated
trcaiment room in the hospital, as nceded.

+ Perifoneal dialysis

Peritoncal dialysis uses the patient’s peritoneal, or abdominal, cavity to ¢liminate fluid and toxins, The most common methods of peritoneal dialysis are
continuous ambulatory peritoneal dialysis, or CAPD, and continuous cycling periteneal dialysis, or CCPD. A patient generally performs peritoneal dialysis at
home. Because it does not involve going to an outpatient dialysis center three times a week for trcatment, peritoneal dialysis is an alternative to hemodialysis for
patients who desire more frecdom and flexibility in their lifestyle. However, peritoneal dialysis is not suitable method of treatment for many patients, including
patients who arc unable to perform the necessary procedures and those at greater risk of peritoneal infection.

CAPD intreduces dialysis solution into the paticnt’s peritoneal cavity through a surgically placed catheter. Toxins in the blood continuously eross the
peritoneal membrane into the diatysis solution. After several hours, the patient drains the used dialysis solution and replaces it with fresh selution. This procedure
is usually repeated four times per day.

CCPD is performed in 2 manner similar to CAPD, but uses a mechanical device to cycle dialysis solution through the patient's peritoncal cavity while the
patient is sleeping or at rest.

= Transplaniation !

Although transplantation, when successful, is generally the most desirable form of therapeutic intervention, the shortage of suitable donors, side effects of
immunosuppressive pharmaceuticals given to transplant recipicnts and dangers associated with transplant surgery for some patient populations limit the use of
this treatment oplion,

Services we provide
Dialysis and Related Lab Services
Quipatieni dialysis services

As of December 31, 2009, we operated or provided administrative services to 1,530 outpatient dialysis cenlers in the United Statcs that are designed
specifically for outpaticnt hemodialysis, In 2009, we added a net total of 81 outpatient dialysis centers primarily as a result of acquisitions and the opening of
new centers, net of center closures and divestitures. This represented a total increase of approximately 6% to our overall network of outpatient dialysis centers,

As requircd by law, we contract with a nephrologist or a group of affiliated nephrologisis to provide medical director services at cach of our centers. In
addition, other nephrologists may appty for practice privileges to treat

SN
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their paticnts at our centers. Each center has an administrator, typicaily a regisiered nurse, who supervises the day-to-day operations of the center and its stafT.
The stafT of each center typically consists of registered aurses, licensed practical or vocational nurses, patient care technicians, a social worket, a registered
dietician, biomedical technician support and other administrative and suppon personnel,

Many of our outpatient dialysis centers offer services for dialysis patients who prefer and are able to receive either hemodialysis treaiments in their homes
or peritoncal dialysis. Home-based dialysis scrvices consist of providing cquipment and supplies, training, patient monitoring, on-call suppon services and
follow-up assistance. Registered nurses train paticnts and their families or other caregivers to perform either hemodialysis at home or peritoncal dialysis.

Under Medicare regulations, we cannol promote, develop or maintain any kind of contractual relationship with our paticnts which would directly or
indircetly obligate a paticni to use or continue to use our diglysis services, or which would give us any preferential rights other than those related to collecting
payments for our services. Our tolal paticnt nirnover averages approximately 30% per year. However, in 2009 the overall number of patients that we treated
increascd by approximately 6%, primarily from continued growth within the industry, lower moniality rates and the opening of new centers and acquisitions.

Hospital inpatient dialysis services
We provide hospital inpatient hemodialysis services, excluding physician services, to patients in approximatcly 720 hospilals. We render these services for
a contracted per-treatment fee that is individually negotiated with each hospital. When a hospital requests our services, we typically administer the dialysis
treatment at the patient’s bedside or in a dedicated treatment room in the hospital, as needcd. Hospital inpatient hemodialysis services are required for paticnts as
discussed above. In 2009, hospita! inpatient hemodinlysis services accounted for approximetely 5% of our total dialysis treatments.

ESRD iaboratory services
We own two scparalely incorporated, licenscd, clinical laboratories, both located in Florida, specializing in ESRD patient testing. These speciatized
laboratories provide routine laboratory tests primarily covered by the Medicate composite payment rate for dialysis and other physician-prescribed laboratory
tesis for ESRD patients. Our laboratories provide these tests predominantly for our network of ESRD patients throughout the United States. These tests are
performed to monitor a patient’s ESRD condition, including the adequacy of dialysis, as well as other discases a patient may have. Qur laboratories utilize
information systcms which provide information to our dialysis centers regarding critical outcome indicators.

Management services

We curtently operate or provide management and administrative services to 32 outpatient dialysis centers that are either wholly-owned by third panies or
centers in which we own an equity investment, under management and administrative services agreements. Management fees are established by contract and are
rccognized as camed typically based on a pereentage of revenues or cash collections generated by the centers,

Ancilfary services and sirategic initialives
Ancillary services and strategic initiatives, which currently account for approxirmnately 5% of our total consolidated nct operating revenucs, consist of the
following:

+  Pharmacy services. DaVita Rx is a pharmacy that provides oral medications to DaVita’s patients with ESRD. The main objectives of the pharmacy
arc to improve ¢linical outcomes by facilitating increased patient compliance and to provide our paticnts a convenient way to fill their prescription
needs. Revenues are recognized as prescriptions are filled and shipped to patients.
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= Infusion theragy services. HomeChoice Partners provides personalized infusion therapy services to paticnts typically in their own homes as a
cosi-cHeclive alternative to inpaticni hospitalization. Intravenous and nutritional support therapies are typically managed by registered andfor
board-certified professionals including pharmacists, nurscs and dieticians in collaboration with the patient’s physician in support of the patient’s
ongoing healthcare needs, Revenues are recognized in the period when infusion therapy services are provided.

+ Disease management services. VillageHealth provides advanced care management services to health plans and government agencics for
employees/members diagnosed with Chronic Kidney Disease (CKD) or ESRD. Through a combination of clinical coordination, medical elaims
analysis and information technology, we endeavor o assist our customers and patients in ohtaining superior renal health care and improved clinical
outcomes, as well as helping to reduce overall medical costs. Revenues arc typically bascd upon an established contract fee and are recognized as
carned over the contract period and can include additional fees for cost savings recognized by certain customers. VillageHealth also provided full
service health care plans for ESRD paticnts during 2009 and 2008. As of December 31, 2009, VillageHealth discontinued providing full service health
care plans for ESRD patients.

o Vascular access services. Lifeline provides management and administrative services to physician-owned vascular access clinics that provide surgicai
and interventional radiology services for dialysis patients, Lifeline also is the majority-owncr of one vascular access clinic. Management fees generated
from providing managemeni and administrative services arc recognized as earned typically based on a percentage of revenues or cash collections
generaled by the clinics. Revenues sssociated with the vascular access clinic that is majority-owned are recognized in the period when physician
services are provided.

«  ESRD clinical research programs. DaVita Clinical Research conducts research trials principally with dialysis petients and provides administrative
support for rescarch conducted by DaVita-affiliated ncphrology practices. Revenucs are based upon an established fee per study, as determined by
contract with drug companics and other sponsors and are recognized as eamed according to the contract terms.

- Physician services. DaVila Nephrology Partners offers practice management and administrative services lo physicians who specialize in nephrology
under management and administralive services agreemcnts. Practice management and administrative services typically include operations management,
IT support, bilting and collcctions, credentialing and coding, and ather support functions. Management fees gencrated from providing practice
management and administrative services to physician practices are recognized as carned typicatly hased upon cash collections generated hy the
practices.

Quality care

We believe our reputation for providing guality care is a key factor in aftracting patients and physicians and in sccuring contracts with healthcare plans.
We cngage in organized and systematic cflorts through our quality management programs to monitor and improve the guality of services we deliver, These |
efforts include the development and implementation of patient care policies and procedures, clinical education and training programs, education and mentoring
related to our clinical guidclines and pratocols and audits of the quality of services rendered at each of our centers.

We cmploy over 160 clinical service specialists. The primary focus of this group is assuring and facilitating processcs that aim to achicve superior clinical
outcomes at our facilitics. Our physician leadership in the Office of the Chief Medical Officer (OCMO) includes five senior ncphmlogists, led by our Chief
Medical Officer, with a variety of academic, elinical proctice, and elinical research backgrounds. Qur Physician Council is an advisory body to senior
management, composed of seven physicians with extensive experience in clinical practice in addition to the members of OCMO and five Group Medical
Directors. The Physician Council and Group Medical Directors represent both private and academic centers, The Physician Council provides strategic input
regarding the outcomes of current clinicai programs and on new programs that should he eonsidered for development.
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Sources of revenue—concentrations and risks

Our diatysis and related lab services business revenues represent 95% of our total consolidated net operating revenues with the balance of our revenues
from ancillary services and strategic initiatives. Dialysis and rclated lab services revenues arc derived from providing dialysis treatments, the administration of
pharmaceuticals, related Inboratory scrvices and management fees gencrated from providing management and administrative services (o certain outpatien
dinlysis centers.

The sources of our dialysis and related lab scrvices revenues are principally (rom government-based programs, including Medicarc and Medicare-assigned
plans, Medicaid and Medicaid-assigned plans and commercial insurance plans.

The following table summarizes our dialysis and related lab services revenucs by source for the year ended December 31, 2009

Revenue

percentapes
Medicare and Medicarc-assigned plans . - [ | 57

Medicaid and Medicaid-assigned plans 6%
[Dther government-hased programs ’ j ] | [ 2% |
Total govemment-based programs _ 05%
iCommercial (including hospital inpatient dialysis services) , | R 35% |
Total dialysis and related lab scrvices revenues 100%

The following table summarizes our dialysis and related lab services revenues by modality for the year ended December 31, 2009:

Revenue
percentapes
Outpaticnt hemodialysis centers ' I | 84 |
Peritoncal dialysis and home-based hemodialysis 11%
[Hospital inpaticnt hemodialysis ] [ 1 5%
Total dialysis and related lab scrvices revenues 100%

Medicare revenue

Under the Medicare ESRD program, payment rates for dialysis are established by Congress. The Medicare composite rate currently set by CMS, pays
dialysis providers for services provided to Medicare beneficiaries under two methods: (1) the composite psyment which includes a base payment, adjusted for
casc-mix which links payments more closely with illncss severity and regional geography differences, and a drug add-on payment, which is updated annually to
account for changes in drug prices and utilization and (2) separatcly billable drug reimbursement. Thus, dialysis providers receive a composite payment rate per
treaiment to cover routine dialysis services, certain pharmaceuticals, routinc lab work, and other supplies, as well as a separate payment for pharmaceuticals,
which include Epogcn“’, or EPO (a pharmaceutical used to treat anemia, a common complication associated with ESRD), vitamin D analogs and iron

. supplements that ace not included in the composite payment rate. Pharmaccuticals are generally paid at average sale price, or ASF, plus 6% bascd upen prices st
by Medicare. The Medicare payment ratcs that are paid to us, including payments for scparately billable drugs, are not sufficient to cover our averige cost of
providing a dialysis treatment.

ESRD patients recciving diatysis services become eligible for primary Medicare coverage at various times, depending on their age or disability status, as
well as whether they are covered by an cmployer group health plan. .
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Generally, for a patient not covered by an employer group health plan, Medicare becomes the primary payor either immediatcly or aflter a three-month waiting
period, For a patient covered by an employer group health plan, Medicarc generally becomes the primary payor aftcr 33 months, which includes a three meonth
waiting period, or earlier if the patient’s employer group health plan coverage terminates. When Medicarc becomes the primary payor, the payment rate we
reccive for that patient shifls from the commercial insurance plan raie to the Medicare payment rate.

For ench covercd tregiment, Medicare pays 80% of the amount set by the Medicare system. The patient is responsible for the remaining 20%. In most
cascs, a secondary payor, such as Mcdicare supplemental insurance, a statc Medicaid program or a commercial health plan, covers all or patt of these balanccs.
Some paticnts, who do not qualify lor Medicaid but otherwise cannot afford secondary insurance, can apply for premium payment assistance from charitable
organizations through a program offered by the American Kidncy Fund. We and ather dialysis providers support the American Kidney Fund and similar
programs through voluntary contributions. I a paticnt does not have secondary insurance coverage, we are generally unsuccessful in our efforts to collect from
the patient the 20% portion of the ESRD composite rate that Mcdicare does not pay. However, we are able to recover some portion of this outstanding balance
from Medicare through an estahlished cost reporting, process by filing a Medicare bad debt claim for each center for which Medicare treatments are not profitable
according to the center’s Medicare cost report,

The Medicare composite payment rates sct by Congress for dialysis treatments that were in effect for 2009 were betwecen $150 and $167 per treatment,
with an average rate of $159 per treatment. Medicare payment rates for dialysis services, historically, have not been routinely increased to compensate for the
impact of inNtation, which negativcly impacts our margins as patient care costs continue to rise. in July 2008, the Mcdicare Improvements for Patients and
Providers Act for 2008, or MIPPA, was passed by Congress. The legistation provided for an increase in the composite rate of 1% which went into cffect on
JTanuary 1, 2009 and an additional 1% which went into effect on January 1, 2010. MIPTA also introduced a new payment system for dialysis services which i
part provides for a new single bundled payment rate which, as currently proposed, would be adjusted annually for inflation based upon a market basket index,
less 1% of such index, beginning in 2012,

The new payment system for dialysis services under MIPPA begins in January 2011 and provides that ESRD payments will be made under a bundled
payment rate which will provide for a fixed rate for all goods and scrvices provided during the dialysis treatment. On Scptember 15, 2009, the Ceniers for
Medicare and Medicaid Services, or CMS, released the proposed rule regarding the new bundled payment rate system, The initial 2011 bundled rate is required
10 be set based ot a 2% reduction in the payment rate that providers would have received undcr the historical fee for service payment methedology and based on
the lowcst average industry pharmacentical utilization from 2007 to 2009. Among other things, the proposed rule requircs dialysis facilities to provide certain
oral medications but does not provide funding sufficient to cover our cosis for those medications. In addition, ali laboratory tests ordered by nephrologisis would
be included in the bundle, whether or not the [aboratory tests are related to the ESRD treatment, without funding sufficient to cover our costs for thosc tests. The
proposed rule also includes an cxpanded list of case-mix adjustors, many of which may be difficult or impossible for dialysis elinics to track, consequently
reducing the payment rate for ESRD treatments. The proposed rule also infroduced a transition adjustment that would reduce payments to providers by 3%. The
combined effcct of the adjustments provided in the proposcd rulc would result in a bundled rate that represents a significantly greater than 2% reduction in the
payment rate that we would have reccived for our services prior to bundling. Also, beginning in 2012, the proposed rule provides that 2% of payments due to
providers will be set aside subject to provider satisfaction of certain quality standards. A failurc to achieve the required quality standards will result in the
forfeiture of the 2% reserve. Dialysis providers have the option to move fully 1o the bundled payment system in 2011 or to phase in the payment system over
three years. [f the new bundled payment rate system is implemented as proposed, it could have a material udverse effcet on our revenucs, carnings and cash
flows.
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We participate in two Medicare demonstration programs through a contract with CMS. Onc program is an ESRD deionstration program that started in
January 2006. 1t was originally contracted for a four ycar term and the term was extended by one year in 2009 until December 2010. The revenue is capitated for
all medical scrvices required by cnrollees in the program, We are at risk for all medical costs of the program in cxcess of the capitation payments. The other
program is a CKD/ESRD demonstration program which started in November 2008 and will continue for three years. We are paid 4 management fee for program
enrollees relating to CKIY and ESRD disease states, Management fee revenues are subject to retraction if medical cost savings targets arc not met,

Medicaid revenue
Medicaid programs are statc-administered programs partially funded by the federal govemment. These programs arc intended to provide health coverage
for patienis whose income and assets fall below state-defined levels and who arc otherwisc uninsured. These programs also serve as supplementsl insurance
programs for co-insurance payments due from Medicaid-cligible patients with primary coverage under Medicarc. Some Medicaid programs also pay for
additional services, including some oral medications that are not covered by Medicare. We are an authorized Medicaid provider in the states in which we conduct
our business.

Commercial revenues
Before Mcdicare becomes the primary payor, a patient’s commercial insurance plan, if any, is responsible for payment of the dialysis services provided.

Although commercial payment rates vary significantly, avcrage commercial payment rates are generally significantly higher than Medicare rates. The payments
we receive [fom commercial payors generate nearly all of our profits. Payment methods from commercial payors include a single tump-sum per treatment,
referred to as bundled rates and separatc payments for reatments and pharmaceuticals, if used as part of the treatment, referred to as fee for service rates.
Commercial payment rates arc typically the result of negotiations berween us and insurcrs or third-party administrators, but also include non-contracted or
out-of-network payment rates as well. Qur out-of-network payment rates arc on average higher than in-nctwork payment rates. We are continuousty in the
process of negoliating agreements with our commercial payors and if our negotiations rcsult in overall commercial rate reductions in excess of our commercial
rate increases, our revenucs and operating results could be negatively impacted. In addition, if there arc sustained or increased job losscs in the United States as a
result of current cconomic conditions, or depending upon changes to the healthcare regulatory system, we could cxperience a decrease in the number of paticnts
under commercial plans.

Approximately 35% of our dialysis and rclated lab services revenues and 12% of our paticnts were associated with commercial payors for the year ¢nded
December 31, 2009. Less than 1% of our diatysis and related 1ab services payments are due dircetly from patients. No single commercial payor accounted for
more than 5% of total dialysis and related lab services revenues for the year ended Decemnber 31, 2009.

Revenue from EPQ and other pharmaceuticals
Approximately 30% of our 1otal dialysis and related Iab services revenues for the year ended December 31, 2009 are associated with the administration of
physician-prescribed pharmaceuticals that improve clinical outcomes when included with the dialysis treatment. These pharmacculicals include EPO, vitamin D
analogs and iron supplements.

EPO is an erythropoicsis stimulating agent, or ESA, genetically engineered form of a naturally occurring proicin that stimulates the production of red
blood cells. EPO is used in conncction with sl forms of dialysis to treat anemia, a medical complication most ESRD patients experience, The administration of
EPO, which is currently separately billable under the Medicare payment program until January 1, 2011, at which time it will be included as part of the new
bundled payment rate, accounted for approximately 20% of our dialysis and related lab scrvices revenues for the year ended Decemher 34, 2009. Changes in the
levels of physician-preseribed EPO and commercial and government payment rates related to EPO can significantly influence our revenues and operating
income,
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Yurthermote, EPO is produced by a single manufacturer, Amgen, which can unilaterally increase its price for EPO at any time during the term of our

agrecment with them. Any interruption of supply or product cost increases could adverscly affect our operations. In 2009, we expericneed an increase in the cost
of EPO of approximately 2%, Qur agreement with Amgen also provides for specific rebates based on a combination of factors, including process improvement
and data submission.

Tn the past there has been significant government scrutiny regarding ancmia management practices for ESRD paticnts in the United States, initially
prompted by risks identified in cerlain patient populations that utilize EPO nnd similar pharmaceuticals. Following congressional hearings, the FDA required
warning labels for EPO and Arancsp®, an ESA also produced by Amgen, and CMS changed EPO reimburscment amounts and payment coverage policics which
impacled the preseribing habils of our physicians and which has in the past and may in the future result in lower pharmaccutical intensities, The FDA held
additional hearings to revisit these label changes as they apply to ESRD and has indicated that they will convene in 2010 to further revicew ESA labeling. In
addition, HHS and CM$ haye given notice that a meeting of the Medicare Evidence Development & Coverage Advisory Commitice, or MedCAC, wili be
convened on.March 24, 2010 (o review policics around the adminisiration of ESAs, including, among other things, an evaluation of the efficacy of certain
hemoglobin tasgets in CKD paticnts. These meetings could result in further restrictions on the utilization and reimbursement for ESAs which could result in
decreased EPO utilization. Practice guidelines may continue to change as ancmia management practices are scrutinized, Even though we belicve our anemia
management practices have becn compliant with existing laws and regulations, we may be subject to further inquiries from a varicty of government bodics as
these payment policics and practicing guidelines evolve.

Physician relationships

An ESRD paticnt generally seeks treatment at an outpatient dialysis center ncar his or her home and at which his or her treating nephrologist has practice
privileges. Our relationships with local nephrologists and our ability to meet their necds and the nceds of their patients are key factors in the success of our
outpatient dialysis centers. Over 3,400 ncphrologists currently refer patients to cur dialysis centers, As is typical in the dialysis industry, one or a few physicians,
including the dialysis center’s medical director, usually account for all or a significant portion of a dialysis center’s patient referral basc. Our medical directors
provide a substantial portion of our patient referrals. If & significant number of physicians were to cease refeming patients to our dialysis centers, our business
could be adverscly aflccted.

Participation in the Medicare ESRD program requires that dialysis services at an outpatient dialysis center be under the general supervision of a medical
director who is a licensed physician. We have cngaged physicians or groups of physicians to serve as medical dircctors for each of our dialysis centers. At some
dialysis centers, we also separately contract with one or more physicians to serve as assistant or associale medical directors or to direct specific programs, such as
home dialysis training programs. We have contracts with approximately 1,300 individual physicians and physician groups to provide medical dircctor scrvices.

Medical directors enter into written contracls with us that specify their duties and fix their compensation generally for periods of ten years. The
compensation of our medical dircetors is the result of arm’s length negotiations and generally depends upon an analysis of various factors such as the physician’s
duties, responsibilitics, professional qualifications and experience, among others.
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Our medica) dircctor contracis generally include covenants not 1o compete. Also, when we acquire a dialysis center from one or more physicians or where
one or more physicians own minority interests in our dialysis centers, these physicians have agreed to refrain from owning intercsts in other competing cenlers
within a defined geographic arca for various time periods. These agrecments not to compete restrict the physicians from owning or providing medical dircctor
services 1o other dialysis centers, but do not prohibit the physicians from referming paticnts to any dialysis center, including competing centers. Many of these
agrcements nol to compete continuc for a period of time beyond cxpiration of the corresponding medical director agreements, although some cxpire at the same
lime as the medical dircctor agreement. Occasionally, we experience compelition from a new dialysis center csiablished by a former medical dircetor following
the termination of his or her relationship with us.

Government regulation

Our dialysis operations arc subject to extensive federal, statc and local governmental regulations. These regulations require us 1o meet various standards
relating to, among other things, government payment programs, dialysis facilities and cquipment, management of centers, personnel qualifications, mainicnance
of proper records and quality assurance programs and patient care.

Because we are subject to a number of governmental regulations, our business could be adversely impacted by:

« Loss or suspension of federal certifications;
+  Loss or suspension of licenses under the laws of any siate or govemmental authority from which we generate substantial revenues;
+  Exclusion from government healthcare programs inchuding Mcdicare and Medicaid;

- Significant reductions or lack of inflation-adjusted increases in payment rates or reduction of coverage for dialysis and ancillary services and related
pharmaccuticals;

+ Fines, damages and monetary penalties for anti-kickback law violations, Stark Law violations, submission of false claims, civil or criminal liability
based on violations of law or other failures to mect regulatory requirements;

= Claims for monetary damages from paticnts who believe their protected health information has been used or discloscd in violation of federal and state
paticnt privacy laws; '

+ Government mandated practice changes that significanily increasc operaling expenses; or
+ Refunds of payments received from government payors and governmecni healih care program beneficiaries because of any failures to meet applicable

requirements.

We expect that our indusiry will continue to be subject to substantial regulation, the scope and elTect of which arc difficult to predict. Our activitics could
he reviewed or challenged by regulatory authorities at any time in the {uture. This regulation and scrutiny could materially adversely impact us.

Licensure and Certification

Our dialysis cenlers are certificd by CMS, as is required for the receipt of Medicare payments. In some states, our dialysis centers also are required to
secure additional state licenscs and permits. Governmental authorities, primarily state depariments of health, periodically inspect our centers to determine if we
satisfy applicablc federal and state standards and requirements, including the conditions of participation in the Medicare ESRD program.

To date, we have not expericneed signifieant difficulty in maintaining our licenses or our Medicare and Medicaid authorizations. However, we have
experienced delays in obtaining certifications from CMS,

CMS continues to study the regulations applicable to Medicare certification to provide dialysis services. On April 15, 2008, CMS issued new regulations
for Medicare certificd ESRD facilities to provide dialysis services, referred to as Conditions for Coverage. The Conditions for Coverage were effective
QOctober 14, 2008, with some
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provisions having a phased in implementation date of February 1, 2009. The new regulations are patient, quality and ouicomes focused. Among other things, they
establish performance cxpectations for facilities and staff, climinate certain procedural requircments, and promote continuous quality improvement and patient
safety mcasures. We have established an interdiseiplinary work group to facilitate implementation of the Conditions of Covernge and have developed
comprehensive auditing processes to monitor ongoing compliance. We continue 1o assess the impact these changes will have on our operating results.

Federal anti-kickback statute
The “anti-kickback™ statute contained in the Socia) Security Act imposcs criminal and civil sanctions on persons who receive, make, offer or solieit
paymcnts in return for:

+ The referral of a Medicare or Mcdicaid patient for treatment;
+ The ordering or purchasing of items or services that are paid for in whole or in part by Medicare, Medicaid or similar federal and state programs; or

= Arranging for or recommending the ordering or purchasing of such items.

Federal criminal penaltics for the violation of the anti-kickback statutc include imprisonment, fines and exclusion of the provider from future participation
in the Medicare and Mecdicaid programs. Violations of the anti-kickback statutc arc punishable by imprisonment for up to five years and fines of up to $250,000
or both, Larger fines can be imposed upon corporations under the provisions of the U.S. Sentencing Guidclines and the Alternate Fines Statute, Individuals and
cntities convicted of violating the anti-kickback statute are subject to mandatory exclusion from participation in Medicare, Mcdicaid and other federal healthcare
programs for a minimum of five years. Civil penaltics for violation of this law include up to £50,000 in monctary penalties per violation, repayments of up to
three times the total payments between the parties and suspension from futurc participation in Mcdicare and Medicaid. Court decisions have also held that the
statute is violated whenever one of the purposes of remuncration is to induce referrals.

The Departiment of Health and Human Services regulations create exceptions or “saft harbors” for some busincss transactions and arrangements,
Transactions and arrangements structured within these safe harbors are deemed to not violate the anti-kickback statute. A business transaction of arrangement
must satisfy every clement of a safe harbor to be protected by that safe harbor. Transactions and armangements that do not satisfy all elements of a relevant safe
harbor do not necessarily violaie the statute, but can be subjcet 1o greater scruliny by enforcement agencies.

Our medical directors refer patients to our ceniers and these arrangements, by which we pay them for their medical director serviees, must be in
compliance with the federal anti-kickback statute. Among the available safe harbors is one for personal services furished for fair market value. However, most
of our agrecments with our medical directors do not satisfy all seven of the requirements of the personal services safe harbor, We belicve that because of the
nature of our medical directors’ duties, it is impossible to satisty the anti-kickback sale-harbor requirement that if the services provided under the agreement arc
on a pari-time basis, as they arc with our medical directors, the agreement must specify the sehedule of intervals of service, their precise lenpth and the exact
charge for such intervals, Aceordingly, while we belicve that our agreements with our medical directors satisfy as many of the elements of this safc harbor as we
belicve is reasonably possible, our arrangements do not qualify for safe harbor protection, We also notc that there is little guidance available as to what
constitutes fair market value for medical director services. We believe, however, that our agrecments do not violate the federal anti-kickback statute; however,
since the arrangements do not satisfy all of the requircments for safe harbaor protcetion, these arrangements could be challenged.

We own a controlling interest in numerous dialysis related joint ventures, which represented approximatety 16% of our dialysis and related Iab services
revenues. In addition, we also own equity investments in several other dialysis related joint ventures. Qur relationships with physicians and other referral sources
relating 10 these joint ventures are requircd to comply with the anti-kickback statute. Although there is a safe harbor for certain
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investment interests in “small entities,” it is not clear if any of our joint ventures satisfies all of the requirements for protection by this safe harbor. Under cument
Law, physician joint ventures are not prohibited but instead require a case-by-case evaluation under the anti-kickback statute. We have structured our joint
ventures 1o satisfy as many saf¢ harbor requirements as we believe are reasonably possible and we belicve that these investmenis are offcred on a fair market
valuc basis and provide retums to the physician investors only in proportion to their actual investment in the venturc. We belicve that our agreements do not
violate the federal anti-kickback statute; however, since the arrangements do not satisfy all of the requirements for safe harbor protection, these arrangements
could be challenged.

We lease space for approximately 470 of our centers from entities in which physicians hold ownership interests and we sublease spacc to referring
physicians at approximately 170 of our dialysis centers. These amangements must be in compliance with the anti-kickback statute. We believe that we mect the
elements of the safe harbor for space rentals in all material respecis.

Some medical directors and other refeming physicians may own our common stock. We believe that thesc interests materially satisfy the requircments of
the safe harbor for investmenis in large publicly traded companies for the anti-kickback statute.

Because we are purchasing and selling items and services in the operation of our centers that may be paid for, in whole or in pan, by Medicare or a statc
healthcare program nnd because we acquire certain items and services at a discount, we must structure these arrangements in compliance with the federal
anti-kickback statute. Subject to certain requirements and limitations, discounts representing reductions in the amounts we are charged for items or services based
on arm’s-length iransactions can qualify for safe harbor protection if we fully and accurately report the discounts in the applicable Medicare cost reports, While
some of the safe harbor critetia are subject to interpretation, we believe that our vendor centracts with discount provisions arc in compliance with the
anti-kickback statute.

Stark Law

Another federal law, known as the “Stark Law”, prohibits a physician who has a financial relationship, or who has an immediate famity member who has a
financial relationship, with cntitics providing designated health services, or DHS, from referring Medicare patients to such cntities for the furnishing of such
services, unkess an exception applics. Stark Law DHS include home health services, outpatient prescription drugs, inpatient and outpatient hospital services and
clinical labotatory services. The Stark Law also prohibits the DHS entity receiving a prohibited referrat from filing a claim or billing for the services arising out
of the prohibited referml. The prohibition applies regardless of the reasons for the financial relationship and the referral; unlike the federal anti-kickback statute,
intent to induce refemals is not required. Sanctions for violation of the Stark Law include denial of payment for claims for services provided in violation of the
prohibition, refunds of amounts collected in violation, a civil penalty of up to §15,000 for cach service arising out of the prohibited referral, exclusion from the
federul healthcare programs, including Medicare and Medicaid and a civil penalty of up to $100,000 against partics that enter into a scheme to circumvent the
Stark Law prohibition. Stark Law violations also can form the basis for False Claims Act liability. The types of financial armngements between a physician and a
DHS entity that trigger the setf-referral prohibitions of the Stark Law are broad and includc dircct and indirect ownership and investment intercsts and
compensation arrangements.

CMS has adopted implementing regulations under the Stark Law collectively, Stark Rcgulations. CMS has not yet adopted implementing regulations
reparding application of the Stark Law to Medicaid, but has indicated that it anticipates issuing additional regulations regarding the application of the Stark Law
{0 Medicaid referrals.

The definition of DHS under the Stark Law excludes services paid under a composite rate, even il some of the componcnts bundled in the composite rate
are DHS. Since most services furnished to Medicare beneficiaries provided in our dialysis centers arc reimbursed through a composite rate, the services
performed in our facilities generally are not DHS, and the Stark Law referral prohibition does not apply 1o those services. The definition of
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DHS also excludes inpatient dialysis performed in hospitals that are not certified to provide ESRD scrvices. Conscquently, our arrangements with such hospitals

for the provision of dialysis services to hospital inpatients do not trigger the Stark Law referral prohibition.

In addition, although prescription drugs are DHS, there is an exception in the Stark Regulations for EPO and other specifically enumerated dialysis drugs
when furnished in or by an ESRD facility, in compliance with the anti-kickback statute and applicable billing requirements. The exception is available only for
drugs included on a list of CPT/HCPCS codes published by CMS, and in the case of home dialysis, the exception applies only to EPO, Aranesp® and equivalent
drugs dispensed by the facility for usc at home. Whilc we belicve that most drugs furnished by our dialysis centers are covered by the exception, dialysis centers
may administcr drugs that are not on the list of CPT/HCPCS codes and therefore do not meet this exception. In order for a physician who has a financial
relationship with a dialysis center to order one of these drugs from the center and for the center to oblain Medicare reimbursement, another exception must apply.

We have cntered into several types of financial relationships with referring physicians, including compensation arrangements. We believe that the
compensation arrangements under our medical dircctor agrecments satisfy (he personal services compensation arrangement exception to the Stark Law. While we
belicve that compensation under our medical dircctor agreements, which is the result of arm’s length negotiations, results in fair market value payments for
medical direclos services, an enforcement agency could nevertheless challenge the level of compensation that we pay our medical directors. If the arrangement
does not meet a Stark Law exception, we could in the future be required to change our practices, face civil penalties, pay substantial fines, rcturn cerlain
payments reccived from Medicare and beneficiaries or otherwise experience a material adverse effect as a result of a challenge to payments made pursuant to
referrals from these physicians under the Stark Law.

Some of our dialysis centers arc leased from enlities in which referring physicians hold interests and we sublease space to referring physicians at some of
our dialysis centers. The Stark Law provides an exception for lease amrangements if specific requirements are met. We believe that our leases and sublenses with
referring physicians satisfy the requirements for this exception,

Some medical directors and other referring physicians may own our common stock, We believe that these interests satisfy the Siark Law exception for
investments in large publicly tredcd companics.

Some of our referring physicians also own equity intcrests in entitics that operate our dialysis centers. None of the Stark Law execptions applicable to
physician ownership interests in cntities to which they make DHS referrals applies to the kinds of ownership amangements that referring physicians hold in
several of our subsidiaries that operate dialysis centers. Accordingly, these dialysis centers cannot bill Medicare for DHS referrals rom physician owners. If the
dinlysis centers bill for DHS referred by physician owners, the dialysis center would be subject to the Stark Law penalties described above.

While we belicve that most of our operations do not implicate the Stark Law, and that to the extent that our diabysis centers furnish DHS, they either meet
an exception or de not bill for services that do not meet a Stark Law exception, if CMS determined that we have submitted claims in violation to the Stark Law,
we would be subject 1o the penalties described above. In addition, it might be necessary to restructure existing compensation agreements with our medical
directors and to rcpurchase or 1o requesi the sale of ownership interests in subsidiaries and partncrships held by referring physicians or, alternatively, to refuse 1o
accept referrals for DHS from these physicians. Any such penaltics and restructuring could have a materiat adverse effect on our operations.

If any of our business ransactions or arrangements, including those deseribed above, were found to violate the federal anti-kickback statute of Stark Law,
we could face criminal, civil or adminisirative sanctions, including possible exclusion from participation in Medicare, Medicaid and other state and federal
healthcare programs. Any findings that we have violated these laws could have a matenial adverse Impact oh our earmings.
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Fraud and abuse under state law

Many states in which we operate dialysis eenters have statutes prohibiting physicians from holding financial interests in various types of medical facilities
to which they refer paticnis. Some of these starutes could be interpreted as prohibiting physicians who hold shares of our publicly traded stock from referring
patients to our dialysis centers il the centers use our laboratory subsidiary to perform laboratory services for their paticnts. Some states also have laws similar to
the federal anti-kickback siatute that may aifect our ability to receive referrals from physicians with whom we have financial relationships, such as our medical
directors. Some state anti-kickback statutes also include civil and criminal penaltics, Some of these statutes include cxemptions applicable to our medical
directors and other physician relationships or for financial intcrests limited to shares of publicly traded stock. Some, however, include no explicit exemption for
medical dircctor scrvices or other services for which we contraet with and compensaic referring physicians or for joint ownership interests of the type held by
some of our referring physicians or for financial interests limited to sharcs of publicly traded stock. If these statutes arc intcrpreted to apply to referring
physicians with whom we contract for medical director and similar services, to referring physicians with whom we hold joint ownership intercsts or to physicians
who hold interests in DaVita limited solely to publicly traded stock, we may be required to terminate or restructure some or all of our relationships with or refuse
refcrrals from these referring physicians and could be subjcc to civil and administzative sanctions, refund requirements and exclusions from government
healtheare programs, including Medicare and Medicaid. Such events could negatively affect the decision of referring physicians to refer paticnts to our centers.

The Faise Claims Act

The federal False Claims Act, or FCA, is a means of policing false bills or false requests for payment in the hcalthcare delivery system. In part, the FCA
authorizes the imposition of up to three {imes the government’s damages and civil penaltics on any person who:

» Knowingly prescnts or causes to be presented lo the federal govemnment, a false or fraudulent claim for payment or approval,

+ Knowingly makes, uses or causes to be made or used, a false record or statement to get a falsc or fraudulent claim paid or approved by the federal
govemment;

+  Conspires to defraud the federal government by getting a false or fraudulent claim allowed or paid; or

+ Knowingly makes, uses or causes to be made or used, a false record or siatement to conceal, avoid or decrease an obligation to pay or lransmit money
or property to the federal government.

In addition, recent amendments to the FCA impose severe penaliies for the knowing and improper retention of overpayments collected from government
payors. These amendments could subject our procedures for identifying and proccssing overpayments 1o greater scrutiny, We have made significant investments
in additional resources to accelerate the time it takes to identify and process overpayments and we may be required to make additional iffvesitfients in the future.
An acceleration in our ability to identify and process overpayments coiild sesult in us refunding overpayments to governmeni or other payors sooner than we
have in the past. A significant acceleration of these refunds could have a material adverse affect-on our operating cash flows.

The penaltics for a violation of the FCA range from $5,500 to $l=,000 for cach false claim plus three times the amount of damages caused by each such
claim. The federal government has used the FCA o prosecule a wide variety of alleged false claims and fraud allegedly perpetrated against Medicare and state
healthcare programs, including eoding cerors, billing for services not rendered, the submission of falsc cost reports, billing for services at a higher payment mte
than appropriate, billing under a comprehensive code as well as under one or more component codes included in the comprehensive code and billing for care that
is not considered medically nccessary. Although stilt subject to dispute, several courts have also determined that a violation of the federal anti-kickback statute
can form the basis for liability under the FCA, and filing claims or failing to refund amounts collected in violation of the Stark Law can form the basis for
liability under the FCA. In addition to the
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provisions of the FCA, which provide for civil enforcement, the federal govemment can use several criminal statutes 1o prosecute persons who are alleged to
have submitted falsc or fraudulent claims for payment fo the federal government,

The Health Insurance Portability and Accountability Act of 1996
The Health Insurance Portability and Accountability Act of 1996 and its implementing privacy and sccurity regulations, as amended by the fedcral Health
Information Technology for Economic and Clinical Health Act (HITECH Act) (coltectively referred to as HIPAA), requires us to provide certain protections te
patients and their health information (Protected Health Information, or PHI). HIPAA requires us to afford paticnts certain rights regarding their PHI, and to limit
uses and disclosure of their PHI existing in any media form {elecironic and hardcopy). HIPAA also requires us to implement adminislrative, physical, and
technical safeguards with respect to ctectronic PHI. We belicve our HIPAA Privacy and Security Program sufficiently addresses HIPAA requirements.

Other reguiations
Our operations are subjcct to various state hazardous waste and non-hazardous medical waste disposal laws. These laws do not classify as hazardous most

of the waste produced from dialysis services. Occupational Safety and Health Administration regulations require employers to provide workers who are
accupationally subject to blood or other potentially infectious materials with prescribed protections. These regulatory requirements apply to all healthearc
facilities, including dialysis centers, and require employers to make a determination as to which employees may be exposed to blood or other potentially
infectious materials and 1o have in effect a written exposure control plan. In addition, employers are required to provide or employ hepatitis B vaccinations,
persenal protective equipment and other safety devices, infection control training, post-cxposure cvaluation and follow-up, waste disposal technigues and
procedures end work praclice controls. Employers are also required to comply with various record-keeping requirements. We belicve that we are in material
compliance with these iaws and regulations.

A few stales have certificate of need programs regulating the establishment or expansion of healthcare facilities, including dialysis centers. We belicve that
we are in material compliance with all applicablc statc centificate of necd laws.
Corporate compliance program

We have implemented a company-wide corporatc complinnce program as part of our commitment to comply with all applicable laws and regulations and
to maintain the high standards of conduct we expect [rom all of our teammates. We continuously review this program and enhance it as necessaty. The primary
purposes of the program include:

» Increasing, through Lraining and education, the awarencss of our teammates and afliliated professionals of the necessity of complying with al)
applicable laws and regulations in an increasingly complicated regulatory cnvironment,

s Auditing and monitoring the activities of our dialysis centers, laboratories and billing offices on a regular basis 1o identify potential instances of
noncompliance in a timely manncr; and

« Ensuring that we take steps to resolve instances of noncompliance or to address arcas of potential noncompliance as promply as we become aware of
them.

When evaluating Lhe effectiveness of our corperate compliance program, we take into consideration a number of factors, including favorable results under
various government inquirics and adherence to industry standards,
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We have a code of conduct that each of our teammates and affiliated professionals must follow and we have a confidential toll-free hotline {BBB8-458-5848)

for teammates and paticnts 1o rcpori potential instances of nencompliance. Our Chief Compliance Officer administers the compliance program, The Chiefl
Compliance Officer reports directly to our Chicf Executive Officer, our Chief Operating Officer and to the Compliance Committee of our Board of Directors,

Corporate Integrity Agreement
On December 1, 2004, Gambro Healthcare, Inc, which we acquired in October 2008, entered into a settlement agrcement with the Department of Justice

and other agencics of the United States government relating 1o the Department of Justice’s investigation of Gambro Healthcare's Medicare and Mcdicaid billing
practices and ils relationships with physicians and pharmaceutical manufacturers. In connection with the settiement agreement, Gambro Healthcare, without
admitting liability, entered into a five-year corporate integrity agreement with the Office of the Inspector General, U.S. Depariment of Health and Human
Services, or OIG. The centers we acquired from Gambro Healthcare were subject 10 the corporate imtegrity agreement, The corporate integrity agreement expired
by its own terms on November 30, 2009. We submitted our final annual repont to the OIG on January 14, 2010. On February 16, 2010, we were informed by the
OIG that it has reviewed our final annual report and determincd that DVA Renal Healthcare (formerly Gambro Healthcare) complied with the terms of the
corpornte integrity agreement during the final reporting period and that the Fifth Annual Report is complete. The five vear term of the corporate integrity
agreement has now concluded and DVA Renal Healtheare is no tanger subject 1o its terms.

Insurance

We maintain insurance for property and general liability, professional liability, directors” and officers’ tiability, workers compensation and other coverage
in ameunts and on terms deemed adequate by management based on our claims cxpericnce and expectations for future claims. Future claims could, however,
exceed our applicable insurance coverage. Physicians practicing at our dialysis centers are required to maintain their own malpractice insurance and our medical
dircctors are required to maintain coverage for their individual private medical practices. Our liability policies cover our medical directors for the perforrnance of
their duties as medical direciors.

Capacity and location of our centers

We are able to increase our capacity by extending hours at our existing centers, expanding our existing centers, relocating our centers, developing new
centers and by acquiring centers. The devclopment of a typical outpatient center by us generally requircs approximately $2.0 million for leaschold improvements,
cquipment and first-ycar working capital. Based on our experience, a new center typically opens within a year after the property lease is signed, normalty
achieves operating profitability in the second year afler cenification and normally reaches maturity within three to five years. Acquiring an existing center
requires a substantially greater initial investment, but profitability and cash flow are generally initially morc predictable. To a limited extent, we enter into
agrecments to provide management and administrative services to dialysis centers in which we either own an equity investment, or arc wholly-owned by third
partics in return for management fees, which are typically bascd on a percentage of revenues or cash coticctions of the managed operations,

The tablc below shows the growth of our Company by rumber of dialysis centers.

2009 2008 2007 1006 2005
Number of centers at beginning of year 1,449 1,359 1,300 1,233 658
Acquired centers 19 20 16 26 609(1)
Dcveloped centers 78 86 &4 55 46
Net change in centers with management and administrative services agreements® 8(4) 1 (E5K3) — 4(1)
Divested and closed centers (8) (9) {4) (5K2) (721
Merged into existing center** {16} & (2} 9 (12)
Number of centers at end of year 1,530 1,449 1,359 1,300 1,233
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{1} 566 ceniers were added, including 11 centers under management and administrative services agreements, 85 & result of the DVA Renal Healthcare
acquisition and 74 centers werc divested in connection with this acquisition, including three centers under management and administrative services

agrecments.
{2)  Three centers werc divestcd in connection with the acquisition ol DVA Renal Healtheare,

(3 InNovember 2007, onc of cur management and edministration service agreements was terminated, in which we provided management and edministrative
services to 20 dialysis centers.

(d)  During 2009, we made equity investments in 6 centers and we entered into 2 additional management and administrative service agreements.

* Represents dialysis centers in which we cither own an cquity investment, or are wholly-owned by third parties.

**  Represents dialysis centers that werc closed and the majority of paticnis were retained and transferred to other cxisting dialysis centers.

; As of December 31, 2009, we operated or pravided administrative services to 1,530 outpatient dialysis centers, of which 1,498 are consolidated in our

i financial statements. Ol the remaining 32 dialysis centers, we own an cquity investment in 15 centers and provide management and administrative services to 17
dialysis centers that are wholly-owned by third partics. The locations of the 1,498 diatysis ccnters consolidated in our financial statements at December 31, 2009
werc as follows:

State Centers  State, Cenrers  State Centers
California 185  Ncw York 33 Nebraska i3
Florida 130 Indiana 12 Wisconsin 13
Texas 121 Oklahoma 30 Massachuscts 12
Georgia 97  Colorado 28 Arkansas 9
Chio 66  Kentucky 26 District of Columbia 9
Pennsylvania 62  Louisiana 25  ldaho 8
North Carolina 57  Arizona 23 Umh 4
Virginia 55 New Jerscy 23 Mississippi 3
Michigan 52 South Carolina 22 New Mcxico 3
Maryland 49  Washington 20  South Dakota 3
Illinois 48  Connecticut 19 West Virginia 3
Minnesota ' 38 Kansas 18 Delaware 2
Alabama 37  Nevada 16  Nonh Dakota 2
Tennessee 36 lowa 15 New Hampshire 1.
Missouri 35  Orcgon 15

Competition

The dialysis industry is highly competitive, particulatly in terms of acquiring cxisting dialysis centers. We continue to face increased competition in the
dialysis industry from large and medium-sized providers which compete dircctly with us for the acquisition of dialysis businesses, relationships with physicians
to act a5 medical dircctors and for individual patients. Acquisitions and patient retention are an important part of our growth strategy and our husiness could be
adversely affected if we are not ablc to continuc to make acquisitions on reasonablc terms or if we face significant patient attrition to our competitors.
Competition for qualified physicians (o act as medical directors and for inpaticnt dialysis services agreements with hospitals iz also intense. Occasionally, we
have also cxperienced competition from former medicat directors or referring physicians who have opened their own dialysis centers. In addition, wc expericnce
competitive pressures in connection with negotiating contracts with commercial healthcare payors. .

The two largest dialysis companies, Fresenius Medical Care, or Fresenius, and our company, account for approximately 62% of outpaticnt dialysis patients
in the United States. Approximately 42% of the centers noi
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owned by us or Fresenius are owned or controlled by hospitals or non-profit organizations. Hospital-based and non-profit dialysis units typically are more
difficult to acquire than physician-owned centers. Because of the ease of entry into the dialysis business and the ability of physicians fo be medical directors for
their own centers, competition for growth in cxisting and expanding markets is not limitcd to large competitors with substantial financial resources.

Fresenius also manufactures a full ling of dialysis supplies and equipment in addition to owning and operating dialysis centers. This may give them cost
advantages over us because of their ability to manufacture their own products. Fresenius has been one of our largest suppliers of dialysis products. In Janvary
2010, we entered into an agreement with Fresenius which committed us 10 purchase a certain amount of dialysis equipment, parts and supplics from them
through 2013. In addition, in August 2006, we also enfered into a product supply agreement with Gambro Renal Products that requires us to purchase a certain
amount of our hemodinlysis non-equipment product supplies, such as dialyzers, at fixed prices through 2015. Our purchases of products in the calegories
gencrally offered by Fresenius and Gambro Renal Products represent approximatcly 4% of our total operating expenses, During 2009, we purchased
hemodialysis products and supplies from Gambro Renal Products representing approximately 2% of our total operating expenses.

Teammates
As of December 31, 2009, we had approximately 34,000 teammates:

+ Licensed professional staff’ (nurses, dicticians and social workers) 14,000
» Other patient care and cenier support staff and laboratory personnel 15,000
+ Corporate, billing and regional administrative siaff 5,000

Our dialysis business requires nurses with specialized training for patients with complex care needs. Recruitment and retention of nurses are continuing
concems for healtheare providers generally because of the disparity between the supply and demand for nurses, which has led to a nursing shortage. We have an
active program of investing in our professtonal healtheare tcammates to help ensure we mect our recruitment and retention targets, inctuding expanded training
opportunilies, tuition reimbursements and other incentives.
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Item 1A. Risk Factors.

This Annual Report on Form 10-K contains statements that are forward-locking statements within the meaning of the federal securities laws. These
stalements involve known and unknown risks and uncertainties including the risks discussed below. The risks discussed below are not the only ones facing our
business. Please read the cautionary notice regarding forward-looking statements in ftem 7 under the heading “Management’s Discussion and Analysis of
Financial Condition and Resulls of Operation”,

If the average rates that commercial payors pay us decline significantly, it would have a material adverse effect on our revenues, earnings and cash
Nows.

Approximately 35% of our dialysis and related lab services revenues for the year ended December 31, 2009 were generated from paticnts who have
commercial payors as the primary payor. The majority of these paticnts have insurance policies thal pay us oh tcrms and at rates that are generally significantly
higher than Medicare rates. The payments we receive from commercial payors gencratc nearly all of our profit and all of our nonacute dialysis profits come from
commercial payors. We continue to experience downward pressure on some of our commercial payment rates and it is possible that commercial payment rates
could be materially lower in the future. The downward pressure on commercial payment rates is a result of general conditions in the market, recent and future
consotidations among commercial payors, increased focus on dialysis services and other factors.

We are continuously in the process of negotiating agreements with our commercial payors, and payors are aggressive in their negotiations with us. In the
event that our continued negotiations result in overall commercial rate reductions in excess of overall commercial rate increases, the cumulative effect could have
a material adverse effect on our financial results. Consolidations have significantly increased the negotiating feverage of commercial payors. Qur negotiations
with payors are also influenced by competitive pressures. We expect that some of our contracted rates with commercial payors may decrease or thal we may
experience decreases in patient volume as our negotiations with commercial payors continue. In addition to increasing downward pressure on contracted
commercial payor rates, payors have been attempling to impose restrictions and limitations on non=contracted or oui-of-network providers. In some
circumstances for some commercial payors, our centers are designated as out-of-network providers. Rates for out-of-network providers are on average higher

. than rates for in-nctwork providers. Commercial payors may restructure their benefits to creatc disincentives for patients to select or remain with out-of-network
providers or may decrease payment rates for out-of-network providers. We, along with others in the kidney care communirty, are resisting attempls to limit access
to out-of-nctwork providers through regutatory, legislative and legal means. Decreascs in out-of-network rates and restrictions on out-of-network access
combined with decreases in contracted rates could result in a significant decrease in our overall revenue derived from commercial payors. If the average rates that
commercial payors pay us deckine significantly, it would have a material adverse effect on ocur revenues, camings and cash flows.

1f the number of patients with higher-paying commercial insurance declines, then our revenues, earnings and cash flows would be substantially
reduced.

Our revenue levels are sensitive to the percentage of our patients with higher-paying commercial insurance coverage. A patient’s insurance coverage may
change for a number of reasons, including changes in the paticnt’s or a family member’s employment status. Currently, for a patient covercd by an employer
group health plan, Medicare generally becomes the primary payor afier 33 months, or earlier, if Lthe patient’s cmployer group health plan coverage terminates.
When Medicare becomes the primary payor, the payment rale we receive for that patient shifts from the employer group health plan rate to the lower Medicare
payment rate. We have scen an increase in the number of patients who have government-based programs as their primary payors which we believe is largely as a
result of improved mortality and the current cconomic recession which has a negative impact on the percentage of patients covered under commercial insurance
plans. To the cxtent there are suslained or increased job losses in the Linited States as a result of current economic cenditions, we could experience a decrease in
the number of paticnts under commercial plans. We could also experience a further decrease if
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changes 1o the healthcare regulatory sysiem result in fower patients covered under commercial plans. In addition, our continued negotiations with commerciat
payors could result in a decrease in the number of paticnts under commercial plans to the extent that we cannot reach agrecment with commercial payors on rates
and other terms. If there is a significant reduction in the number of paticnis under higher-paying commercial plans relative to government-based programs that
pay at lower rates, it would have a material adverse cffcct on our revenues, eamings and cash flows.

Changes in the strocture of, and paymeat rates onder the Medicare ESRD program, including the implementation of a bundled payment system under
MIPPA and other healthcare reform initiatives, could substantially reduce our revennes, carnings and cash flows.

Approximatcly onc-half of our dialysis and rciated lab services revenucs for the year ended December 31, 2009 was generated from paticnts who have
Medicare a5 their primary payor, Currently, the Mcdicare ESRID program pays us for dialysis treatment services at a fixed composite rate. The Mcdicare
composite rate is the payment rate for a dialysis treatment ineluding the supplies used in those treatments, specificd laboratory tests and cenain pharmaccuticals.
Certain other pharmaceuticals, including EPO, vitamin I analogs and iron supplements, as well as ecnain specialized laboratory lests, arc scparatcly billed.

In July 2008, MIPPA was passcd by Congress. This lzgislation introduced a new payment system for dialysis services beginning in January 2011 whercby
ESRD payments will be made under a bundled payment rate which will provide for a fixed rate for all goods and services provided during the dialysis trestment.
On Scptember 15, 2009, CMS released the proposed rule regarding the new bundled payment rate sysicm. IT the new bundled payment rate sysiem is
implemented as proposed, it could have a material adverse effect on our revenues, eamings and cash flows, The initial 2011 bundled ratc is required to be set
bascd on a 2% reduction in the payment rate that providers would have received under the historical fee for service payment mcthodology and bascd on the
lowest average industry pharmaccutical utilization from 2007 to 2009. Among other things, the proposed rule requires dialysis facilities to provide cenain oral
mcdications but does not provide funding sufficient to cover our costs for those medications. In addition, all laboratory tesis ordered by ncphrologists would be
included in the bundle, whether or not the laboratory tests are related to ESRD treatment, without funding sufficient to cover our costs for thosc tests. The
proposed rule also includes an expanded Iist of case-mix adjustors, many of which may be difficult or impaossible for dialtysis clinics to track, consequently
reducing the payment rate for ESRD treatments. The proposed rule also introduced a wransition adjustment that would reduce payments to providers by 3%. The
combined cifect of the adjustments provided in the proposed rule would result in a bundled rate that represents a significantly greatcr than 2% reduction in the
payment rafe that we would have received for our services prior to bundling. The proposcd rule also requircs the new single bundled payment base rate to be
adjusted annualty for inflation based upon a market basket index, less 1% of such index, beginning in 2012. Also, beginning in 2012, the proposed rule pravides
that 2% of payments due to providers will be set aside subjcct to provider satisfaction of cerlain quality standards. A failure to achicve the required quality
standards will result in the forfeiture of the 2%% reserve, Dialysis providers have the option to move fully to the bundled payment system in 2011 or to phasc in
the payment system over three years. Becausc the bundled rates that will take effect in 2011 have not been sct, we cannot predict whether we will be able 1o
reduce our operating costs at a level that will offset any rcduction in overall reimbursement for services we provide to Medicare patients. In addition, we
experience increases in operating costs that are subject to inflation, such as labor and supply costs, regardlcss of whether there is a compensating inflation-bascd
inercase in Medicarc payment raies. To the extent the Medicare bundled rates are established at tevels that result in lower overall reimbursement for services we
provide 1o Medicare patients, it could have a material adverse effect on our revenues, eamings and cash flows. We also cannot predict whether we will be able 10
implement the requirements of the final rule within the time frames set in the final rule or whether we will be able 1o satisfy our Medicare and Medicaid
regulatory compliance obligations as processes and systems are modified to comply with the final rule.

In addition, ongoing public policy debates regarding healthcare reform and the extension of coverage to uninsured individuals has recently intensified.
While we cannot predict whether the Tederal povernment will
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ehact changes 1o the healthcare regulatory system in response to the current debate or the potential impact of any such changes, to the extent that any changes to
the current healthcare regulatory sysiem result in a reduction in patienis covercd by commercial insurance or a reduction in reimbursement rates for our serviccs
from commercial and/or government payors, our revenues, camings and cash flows could be adversely affected.

Changes in state Medicaid or other non-Medicare government-hased programs or payment rates could reduce our revenues, earnings and cash flows.

Approximately 15% of our dialysis and related tab services revenues for the year ended December 31, 2009, was penerated from patients who hiove state
Medicaid or other nen-Medicare government-based programs, such as Medicarc-assigned plans or the Veterans Health Administration, as their primary coverage.
As state governments and govemmental organizations face increasing budgetary pressure, thcy may propose reductions in payment rates, delays in the timing ol
payments, limitations on eligibility or other changcs to their related programs. For example, some programs, such as certain state Medicaid programs and the
Veterans Health Administration, have recently considered, proposed or implemented rate reductions. In January 2009, the Department of Veterans Aflairs
informally adopted a policy to reduce payment mates for dialysis scrvices to Medicare ratcs. The informal policy wis subsequently withdrawn in July 2009. On
February 17, 2010, the Department of Vetcrans Affairs formally proposed a rule which would matcrially reduce their payment rates for dialysis services to equal
Medicare ratcs. The proposed rule is suhject to a 60 day comment period and we cxpect to participate in the comment process. ‘We cannot predict when or if the
final rute will be effcctive or what will be included in the final rule. If the proposed rute is implemented in its current form, it will have a significant negative
impact on our revenucs, camings and cash flows as a result of the reduction in rates or as a result of a decrease in the number of patients covered by the Veterans
Health Administration that we scrvice. Approximately 2% of our dialysis and related lab services revenues for the ycar ended December 31, 2009 was generated
hy the Veterans Health Administration. While we cannot predict whether the Department of Vetcrans Affairs or any other govemment programs will be
suceessful in reducing their payment rates or the timing of potential reductions, any such reduction could have a material adverse effect on our revenues, earnings
and cash flows.

In addition, some state Medicaid program eligibility requirements mandate that citizen enroliees in such programs provide documented praof of
citizenship. If our paticnis cannot mect these proof of citizenship documentation requircments, they may be denjed coverage under these programs, If state
Medicaid or other non-Medicare govemnment programs reduce the rates paid by these programs for dialysis and related services, delay the timing of payment for
services provided, further limit eligibility for coverage or adopt changes to their payment struciure which reduces our pverall payments from these state Medicaid
ot non-Medicare government programs, then our revenues, earnings and cash flows could be adversely affected. ‘

Changes in clinical practices, payment rates or regulations impacting EF'O and other pharmaceuticals could substantially reduce our revenues,
earnings and cash flows.

The administration of EPO and other pharmaceuticals accounted for approximately 30% of our dialysis and related lab services revenues for the year
ended December 31, 2009, with EPO accounting for approximatety 20% of our dialysis and related lab services revenues for the same period. Changes in chinical
practices that result in further decreascd utilization of prescribed pharmaceuticals or changes in payment rates for those pharmaceuticals could substantially
reduce our revenues, eamings and cash {tows.

Since late 2006, there has been significant media discussion and govemnment scrutiny regarding anemia management practices in the United States which
has created confusion and concem in the nephrology community. In late 2006, the House Ways and Mcans Committee held a hearing on the issue of the
utilization of erylthropocisis stimulating agents, or ESAs, which include EPO, and in 2007, tbe FDA required changes to the labeling of EPO and Aranesp ™ to
include a black box waming, the FDA's strongest form of warning label. The FDA held additional hearings to revisit these label changes as they apply to ESRD
and bas indicated that they
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will convene in 2010 to further review ESA labeling. CMS also reviewed its EPO reimbursement policies and in January 2008, changes to the EPO monitoring
policy went into effect which further limited reimbursement and which impacted the prescribing habits of our physicians and which has in the past and may in
the future result in lower pharmaceutieal intensities. Most recently, HHS and CMS have given notice that a meeting of the Medicare Evidence Development &
Coverage Advisory Commitice, or MedCAC, will be convened on March 24, 2010 to review policies around the administration of ESAs, including, among olher
things, an evaluation of the efficacy of centain hemoglobin targets in CKD patients. Thesc meetings could result in furthe restrictions on the utilization and
reimbursernent for ESAs which could result in decreased EPO utilization, Commercial payors have also increasingly examined their administration policies for
EPQ and, in some cases have modified those policies. Further changes in labeling of EPO and other pharmaceuticals in a manner that aftess physician practice
patierns or accepied clinical practices, changes in private and governmental payment criteria, including the introduction of EPO administration policies or the
conversion to altcrnate types of administration of EPO or other pharmaceuticals that result in further decreases in utilization or reimburscment for EPO and other
pharmaceuticals could have a material adverse effect on our revenues, carnings and cash flows.

Changes in EPO pricing could materiafly reduce our revenues, earnings and cash flows and afTect our shility to care for our patients.

Amgen Inc. is the sole supplicr of EPO and may unilaterally decide 1o increase its price for EPO at any time during the term of our agreement with
Amgen. Future increases in the cost of EPQO without corresponding increases in payment rates for EPO could have a material adverse effect on our earnings and
cash flows and ultimately reduce our income. Our agreement with Amgen for EPO includes potential rebates which depend upon the achievement of centain
criteria, We cannot predict whether we will continue to receive the rebates for EPO that we currently receive, or whether we will continue to achieve the same
levels of rebatcs within that structure as we have historically achieved. Our agreement with Amgen provides for specific rebates off of list price based on a
combination of factors, including process improvement and data submission. Factors that could impact our ability to qualify for rebates provided for in our
agreement with Amgen in the future include our ability to develop and implement cerlain process improvements and track certain data clements. Failure to meet
certain targets and cam the specified rebates could have a material adverse effect on our earnings and cash flows. Our agreement with Amgen terminates on
Deccember 31, 2010. We cannot predict whether any new agreement with Amgen will include the same or similar rebates as provided in our current agreement,

We are the subject of a number of inguiries by the federal government, any of which could result in substantial penaltics against us.

We are the subject of a number of inquiries by the federal government. We have received subpoenas from the U.S. Artorney’s Office for the Northern
District of Georgia, Lhe U.S. Attorney’s Officc for the Eastern District of Missouri and the U.S. Atlorney’s Office for the Eastern District of Texas. We are
cooperating with the 1.8, Arlorney’s Offices wilh respect to each of the subpoenas and producing the requested records. Any negative findings could result in
substantial financial penaltics against us, exclusion from futurc participation in the Medicare and Medicaid programs and, in certain cases, criminal penalties, To
our knowledge, no proceedings have been initiated by the federal povernment against us at this time. Although wc cannot predict whether or when proceedings
might be initiated by the federal government or when these marters may be resolved, it is not unusuat for investigations such as Lhese to continue fora
considerable period of time. Responding to the subpoenas will continue to require management’s aticntion and significant legal cxpense. 5See Note 16 to our
consolidatcd financial statements for additional information regarding these inquiries and subpoenas.
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Continued inguiries from various governmental hodies with respect to our utilization of EPO and ather pharmaceuticals will reguire management's
attcnrion, cause us to incur significant legal expense and could result in substantial financial penalties apainst us or exclusion from future participation
in the Medicare and Medicaid programs, and could have a material adverse effeet on our revenues, earnings and cash flows.

Tn response to clinical studies which identified risks in ccrtain patient populations related to the ulilization of EPO and other ESAs, i.t., Aranesp™, and in
responsc 1o chenges in the labeling of EPO and Aranesp®, there has been substantial media attention and government scrutiny resulting in hearings and
legislation regarding pharmaceutical utilization and reimbursement. Alihough we belicve our anemia management practices and other pharmaceutical
adminisiration practices have been compliant with existing Jaws and regulations, a5 a result of the current high level of scruiiny and controversy, we may be
subject to increased inquiries from a varicty of governmentat bodies and claims by third pariies. For example, the subpoena from the 1.8, Attorney’s Ofice for
the Northern District of Georgia relates to the pharmaceutical products Zemplar, Hectaral, Venofer, Ferrlecit, EPO and other related matters. The subpocna from
the U.S. Atiorney’s Office in the Eastern District of Missouri includes requesls for documents regarding the administration of, and billing for, EPO. The
subpoena from the Office of Inspcctor General in Houston, Texas requests records relating to EPO claims submitted to Medicare, In addition, in February 2008
the Attorney General's Office for the State of Nevada notified us that Nevada Medicaid intends to conduct audits of ESRD dialysis providers in Nevada relating
to the billing of pharmaceuticals, including EPQ. Additional inguirics from various agencics and claims by third partics with respect to this issuc would continue
to require management’s attention and significant legal expense and any negative findings could result in substantial financial penaltics against us or exclusion
from future participation in the Medicare and Medicaid programs, and could have a material adverse effect on our revenucs, carnings and cash flows. See Note
16 to our consolidated financial statements for additional information regarding these inquiries and subpocnas.

1f we fail to adhere to all of the complex government regulations that apply 1o our business, we could sulfer severe consequences that would
substantially reduce our revenues, earnings and cash flows.

Our dialysis operations are subject to extensive federel, state and local government regulations, including Medicare and Mecdicaid payment rules and
regulations, federal and state anti-kickback laws, the Stark Law physicien self-referral prohibition and analogous state referral statutes, the federal False Claims
Act, or FCA, and federal and state laws rcgarding the collection, use and disclosurc of patient health information. The Mecdicare and Medicaid reimburscment
rules related to claims submission, licensing requirements, cost reporting, and payment processes impose complex and extensive requirements upon dialysis
providers. A violation or departure from any of these requirements may result in government audits, lower reimbursements, significant fines and penaltics, the
potcntial loss of certification and recoupments or voluntary repayments.

The regulatory scrutiny of healthcare providers, including dialysis providers continues to incrcase, Medicare has increased the frequency and intensity of
jiis certification inspections of dialysis centers. For example, we are required to provide substantial documentation related to the administration of
pharmaceuticals, including EPO, and, to the extent that any such documenlation is found insufficient, we may be required to rcfund any amounts received from
such administration by government or commercial payors, and be subject to substantial penalties under applicable laws or regutations. In addition, fiscal
intermediaries have increased their prepayment and post-payment reviews.

We endeavor o comply with all of the requirements for receiving Medicare and Medicaid payments and to structure all of our relationships with referring
physicians to comply with state and federal anti-kickback laws and physician sclf-refemal law (Stark Law). However, the laws and regulations in this arca ar¢
complex and subject to varying interpretations. For example, if an enforcement agency were to challenge the level of compensation that we pay our medical
directors, we could be required to change our practices, face criminal or civil penalties, pay substantial fincs or otherwise experience a material adverse effect as
a result of a challenge to
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these arrangemenits. in addition, recent amendments to the FCA impose severe penaltics for the knowing and improper retcntion of overpayments collected from
government payors. These amendments could subject our procedures for identifying and processing overpaymenis to greater scrutiny. We have made significant
investmenis in additional resources to accelerate the time it takes 1o identify and process overpayments and we may be required to make additional investments in
the future. An acceleration in our ability to identify and process overpayments could result in us refunding overpayments to government or other payors sooner
than we have in the past. A significant acccleration of these refunds could have a materiat adverse affect on our operating cash flows.

Tf any of our operations are found to violate these or other government regulations, we could suffer severe consequences that would have a material
adverse effect on our revenues, earnings and cash flows including:

#

+ Suspension or termination of our participation in government payment programs;

- Refunds of amounts received in violation of law or applicable payment program requirements;

»  Loss of required government certifications or exclusion {rom government payment programs,

> Loss of liccnses required to operate healthcare facilitics in some of (he states in which we operate,

« Reductions in payment Tates or coverage for dialysis and ancillary services and related pharmaceuticals;

» Tines, damages or monetary penaltics for anti-kickback law violations, Stark Law violations, FCA violations, civil or criminal liability based on
viotations of law, or other failures to mect regulatory requirements;

+ Claims for monctary damages from paticnts who belicve their protected health information has been used or discloscd in violation of federal or state
paticnt privacy laws;

+ Mandated practice changes that significantly increase operating expenses; and

» Termination of relationships with medical dircctors.

Deiays in state Medicare and Medicaid certification of our dialysis centers could adversely affect our revenues, earnings and cash Nows.

Before we can begin billing for patients ireated in our outpaticnt dialysis centers who are enrolled in governmeni-based programs, we are required to
obtain state and federal certification for participation in the Medicare and Medicaid programs. As state governments facc increasing bud getary pressure, certain
states are having difficulty certifying dialysis centers in the notmal course resulting in significant delays in certification. if state povernmcents continue (o have
difficulty certifying new cenicrs in the normal course and we continuc to expericnce significant delays in our abiliry to treat and bill for services provided to
paticnts covered under government programs, it eould cause us to incur write-offs of investments or acceleratc the rccognition of lease obligations in the event
we have 1o close centers or our centers’ operating performance deleriorates, and it could have an adverse effect on our revenues, eamings and cash flows.

If our joint ventures were found to violate the law, we could suffer severe cansequences that would have a material adverse effect on our revenues,
earnings and cash flows.

As of December 31, 2009, we owned a controlling interest in numerous dialysis related joint ventures, which represenied approximately 16% of our
dialysis and rclated lab services revenues for the year ended December 31, 2009, In addition, we also owned equity intercsts in several other dialysis related joint
ventures, We anticipate that we will continue to increase the number of our joint ventures. Many of our joint ventures with physicians or physician groups also
have the physician owners providing medical director services to those centers or other centers we own and operate. Because our relationships with physicians
are governed by the federa anti-kickback statutc, we have sought to structure our joint venture arrangements (0 satisfy as many safe harbor rcquirements as we
believe are reasonably possible. However, our joint venture arrangements do not satisfy all elements of any safe harbor under the federal anti-kickback statute.
The subpoena and retated requests for documents we received from the United States Attomey’s Office for the Eastern District of Missouri included requests for
documents related to our joint ventures, Sce Note 16 to our consolidated finaneial statements for additional information rcgarding these inquirics and subpocnas,
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If our joint ventures are found 1o be in violation of the anti-kickback statute or the Stark Law provisions, we could be required to restructure the joint
ventures of rcfuse to accept referrals for designated health services from the physicians with whom the joint venture ceniers have a financial relationship.

We also could be required to repay amounts received by the joint ventures from Medicare and certain other payors to the exient that these ammangements are
found to give rise to prohibited referrals, and we could be subject to monctary penalties and exclusion from govemment healtheare programs. If our joint venture
cenlers are subjcet (o any of these penaltics, we could suffer scvere consequences that would have a matcrial adverse effect on our revenues, camings and cash
flows.

There are significant estimating risks associated with the amount of dialysis revenue and refated refund liabilities that we recognize and if we are
unable to accurately estimate our revenue and related refund liabilities, it could impact the timing of our revenue recognition or have a significant
impact on our operating results.

There are significant estimating risks associated with the amount of dialysis and related lab services revenues and related refund liabilities that we
recophize in a reporting period. The billing and collection process is complex due to angoing insurance coverage changes, geographic coverage diffcrences,
differing interpretations of contract coverage, and other payor issues. Determining upplicable primary and secondary coverage for approximately 118,000
patients at any point in time, together with the changes in patient coverage that occur each month, requircs complex, resource-intensive processes. Errors in
determining the correct coordination of benefits may result in refunds to payors. Revenues associated with Medicare and Medicaid programs are also subject to
estimating risk rclated to the amounts ntot paid by the primary government payor that will ultimately be collectible from other govemment programs paying
secondary coverage, the patient’s commercial health plan secondary coverage or the patient. Collections, refunds and payor retractions typically continue to
occur for up to three years and longer afler services are provided. We generally expect our range of dialysis and related lab services revenues estimating risk to
be within 1% of revenues for the segment, which can represent as much as 6% of consolidated operating income, 1f our estimates of dialysis and rclated lab
scrvices revenues and related refund liabilitics are materially inaccurate, it could impact the timing of our revenue recognifion and have a significant impact on
our opcrating results.

The ancillary scrvices we provide or the strategic iniliatives we invest in may generate losses and may ultimately be unsuccessful, In the event that one
or more of these activitics is unsaccessful, we may have to write ofT our investment and incur other exit costs.

Our ancillary scrvices and strategic initiatives include pbanmacy services, infusion therapy services, discase management services, vascular access
services, ESRD clinical research programs and physician scrvices. Many of thesc initiatives require investments of both management and financial resources and
can generate significant losscs for a substantial period of time and may not become profitable. There can be no assurance that any such strategic initiative will
ultimately be successful. Any significant change in market conditions, business performance or in the rcgulatory environment may impact the economic viability
of any of these strategic initiatives. For example, during 2009 and 2008, scveral of our strategic initiatives generated net operating losses and are expected to
gencrate net operating losses in 2010. 1 any of our ancillary services or strategic initiatives do not perform as planned, we may incur a material write-off or an
impairment of our investment, including goodwill, in onc or more of these activities or we could incur significant termination costs if we were to exit a cerlain
line of business,

11 a significant number of physicians were o cease referring patients to our dialysis centers, whether due to regulatory or other reasons, it would have a
material adverse effect on our revenues, carnings and cash Mnws.

We belicve that physicians prefer to have their patients treated at dialysis centers where they or olher members of their practice supervise the overall care
provided as medical dircctor of the center. As a result, the
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primary referral source for most of our centers is often the physician or physician group providing medical director services to the center. Neither our current nor
former medical directors have an obligation to refer their patients to our centers. IT a medical dircctor agteement terminates, whether before or at the end of its
term, and a new medical director is appointed, it may ncgatively impact the former medical director’s decision to treat his or her patients at our center. 1f we are
unable 10 cnforce noncompelition provisions contained in the terminated medical ditector agreements, former medical directors may choose to provide medical
director services for competing providers or establish their own dialysis centers in competition with ours. Also, if the quality of service levels at our centers
deterioratcs, it may negatively impact patient reformals and treatment volumes.

Onur medical dircctor contracts are for lixed periods, generally three to ten years. Medical directors have no obligation to cxiend their agreements with us.
We may take actions to restructure existing relationships or take positions in negotiating extensions of relationships to assure compliance with the safe harbor
provisions of the anti-kickback statute, Stark Law and other similar laws. These actions could negatively impact the decision of physicians 1o cxtend their
medical director agreements with us or to refer their patients to us. 1 the terms of any existing agreement are found to violate applicable laws, we may not be
successful in restructuring the relationship which could lead to the early termination of the agreement, or cause the physician to stop referring patients to our
dialysis centers. If a significant number of physicians were to cease referring patients to our dialysis centers, whether due to regulatory or other reasons, then our
revenucs, earmings and cash flows would be substantially reduced.

Current economic conditions, inclnding the current recession, as well as further disruptions in the financial markets could result in substantial declines
in our revenues, earnings, cash flows and financial condition.

The current econiomic recession could adversely affect our busincss and our profitability. Among other things, the potential decline in federal and state
revenues that may result from such conditions may create additional pressures to contain or reduce reimbursements for our services from Medicare, Medicaid and
other govemnment sponsored programs. Increasing job losscs in the United States as a result of current economic conditions has and may conlinue to result in a
smaller percentage of our paticnts being covered by an employer group health plan and a larger percentage being covered by lower paying Medicarc and
Medicaid programs. Employers may also begin to select more restrictive commercial plans with lower reimbursement rates. To the extent that payors are
negatively impacted by a decline in Lhe economy, we may experience further pressure on commercial rates, a further slow down in collections and a reduction in
the amounts we expect to collect. In addition, if the current uncertainty in the financial markets continues, the variable interest rates payable under our credit
facilitics could be adversely affected or it could be more difficult to obtain or renew such facilities or to obtain other forms of financing in the futurc. Any or all
of these factors, as well as other consequences of the current cconomic conditions which cannot currently be anticipated, could have a material adverse effect on
our revenues, earnings and cash flows and otherwise adversely affect our financial condition.

1T we are not able o continue to make acquisitions on reasonable terms, or maintain an acceptable level uf non-acquired growth, or if we face
significant patient attrition to our competitors, it conld adversely affect our business.

The dialysis industry is highly competitive, particularly in terms of acquiring existing dialysis centers. We continue to face increased competition in the
dialysis industry from large and medium-sized providers which compete directly with us for acquisition targets as well as for individual paticnts and medical
directors. Acquisitions, patient retention and medical director retention are an important part of our growth strategy. Beeause of the ease of entry into the dialysis
business and the ability of physicians to be medical directors for their own centers, competition for growth in existing and expanding markcts is not limited to
large competitors with substantial financial resources. Occasionally, we have experienced competition from former medical directors or referring physicians who
bave opened their own dialysis centers, In addition, Fresenius, our largest competitor, manufactures a full linc of dialysis supplics and equipment in addition to
owning and operating
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dialysis centers. This may give them cost advantages over us because of their ability to manufacture their own products. If we are not able to continue to make
acquisitions on reasonablc terms, continuc 10 maintain acceptable levels of non-acquired growth, or if we face significant patient attrition 1o our competitors, it
could adverscly affect our business,

The level of our current and future debt could have an adverse impact on our hosiness and cur ability to generate cash to service our indebtedness
depends on muny factors beyond cur control

We have substantial debt outstanding and we may incur additional indebtedness in the future. The high level of our indebtedness, among other things,
could:

» make it difficult for us to make payments on our debl securities;
+ incrcase our vulncrability to general adverse cconomic and industry conditions;

*  require us to dedicate a substantial portion of our cash flow from operations 1o psyments on our indebtedness, thereby reducing the availabiliry of our
cash flow to fund working capital, capital expenditures, acquisitions and investmenis and other general corporate purposes;

« limit our flexihility in planning for, or reacting to, changes in our business and the markets in which we operate;
« place us at o competitive disadvantage compared to our competitors that have less debt; and

= limit our ability to borrow additional funds.

Our ability to make payments on our indebtedness and to fund planned capital expenditures and expansion efforts, including any stralegic acquisitions we
may make in the [uture, will depend on our ability to generate cash. This, to a certain extent, is subject to gencral cconomic, financial, compctitive, regulatory
and oiher factors that arc beyond our conirol.

We cannot provide assurance that our business will gencrate sufficicnt cash flow from aperations in the future or that future borrowings witl be available
{o us in ah amount sufficient to enable us to service our indebtedness or to fund other liquidity needs. Our Senior Secured Credit Facilitics are secured by
substantially ul) of our and our wholly-owned subsidiaries’ asscts. As such, our ability to refinance our dcbt or seck additional financing could be limited by such
securily interesl, We cannot assure you thal we will be able to rcfinance our indebtedness on commercially reasonable tcrms or at all. 1 additional debt financing
is not available when required or is not available on acceptable terms, we may b unable to grow our business, tnke ndvantage of busincss opportunities, respond
1o competilive pressures or refinance maturing debt, any of which could have a material adverse effect on our operating results and financial condition.

Increases in interest rates may increase our interest expense and adversely affect our profitability and cash flow and our ability to service our
indehtedness.

We are subject to interest rate volatility associated with the portions of our borrowings that bear interest at variable rates. As of December 31, 2009, we
had approximately $1.9 billion outstanding borrowings under cur Senior Secured Credit Fucilities, which bears interest at a variable rate. Approximately $0.4
biliion of this outstanding debt is subjcct to interest rate swaps which have the economic effect of fixing the intcrest rate on an equivalent portion of our debt. The
remaining variablc rate debt outstanding under our Scnior Secured Credit Facilitics had a weighted average interest rate of 1.74% at December 31, 2009. As of
December 31, 2009, the interest rates were cconomically fixed on approximately 21% of our variable rate deht and approximately 59% of our total debt. In
addition, we have approximately $198 million of available borrowings under our Senior Secured Credit Facilitics that would bear interest at the LTBOR-bascd
variable rate plus an intercst rate margin of 1.50%. We may also incur additional variable rate debt in the future.

Increases in inlerest rates would increase our interest expense for the variable portion of our indebtedness, which could negatively impact our eamings and
cash flow, For examplc, it is estimated that & hypothetical
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increase in interest rates of 100 basis points across all variable rate maturities would reduce net income by approximately $3.9 million, for the next twelve
months given our current interest rates in effect at December 31, 2009. See “Ttem 7A—Quantitative and Qualitative Disclosures about Market Risk™ for more
information. In addition, if we seek 10 refinance our existing indchtedness under our Senior Seoured Credit Facilities, we may not be able to do 5o on acceptable
terms and conditions, which could increase our interest expense or impair our ability to service our indebtedness and fund our operations.

If there are shortages of skilled clinical personnel or if we experience a higher thun normal turnover rate, we may experience disruptions in nur
business operations and increases in operating expenses.

We are cxperiencing increased labor costs and difficulties in hiring nurses due to & nationwide shortage of skilled clinical personnel. We compete for
nurses with hospitals and other health care providers. This nursing shortage may limit our ability to expand our operations. In addition, changes in ccriification
requirements for skilled clinical personned can impact our ability to maintain sufficient staff levels to the extent our teammales arc nol able to meet new
requirements or compctition for qualified individuals increases. If we are unable to hire skilled elinical personnel when needed, or if we expericnce a higher than
normal tumover rate for our skilled clinical persennel, our operations and treatment growth will be negatively impacted, which would result in reduced revenuces,
camnings and cash flows.

Onr business is labor intensive and could be adversely affected if we were unable to maintain satisfactory relations with our employees or il union
organizing activities were to result in significant increases in nur operafing costs or decreases in productivity.

Our business is labor intensive, and our results are subject to variations in labor-related costs and productivity. If political efforts at the national and local
level result in actions or proposals that increase the likelihood of union organizing activities at our facilities or if union organizing activities increase for other
Teasons, our operating costs could increese and our employec relations, productivity, camings and cash flows could be adversely affected.

Upgrades to our billing and collections systems and complications associated with npgrades and other improvements to our hilling and collections
systems could have a material adverse effect on our revenues, cash flows and operating results.

WE arc continuously performing upgrades to our hilling systems and expect to continue to do so during 2010. In addition, we continuously work to
improve our billing and collections performance through process upgrades, organizational changes and other improvements. We may cxperience difficulties in
our ability to successfully bilt and collect for services rendered as a result of these changes, including a slow-down of collections, a reduction in the amounts we
expeet 1o collect, increased risk of retractions from and refunds to commercial and govemment payors, an increase in our provision for uncollectible accounts
receivable and noncompliance with reimbursement scgutations. The failure to successfully implement the upgrades to the billing and colicction systems and other
improvements could have a matcrial adverse effect on our revenucs, cash flows and operating results.

Our ability to effectivcly provide the services we offer could be negatively impacted if certain of our suppliers are unable to meet our needs or il we are
nnable to effectively access new technalogy, which could substanfially reduce our revenues, earnings and cssb flows.

We have signilicant suppliers that arc either the sole or primary source of producls critical to the services we provide, including Amgen, Fresenius Medical
Care, Baxter Healthcare Corporation, NxStage Medical, Inc. and others or to which we have committed obligations to make purchases including Gambro Renal
Products, If any of these suppliers ore unable to meet our needs for the products they supply, including in the event of a product recal, and we arc not able to find
adequate alternative sources, our revenues, camings and cash flows could be
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substantially reduced. For example, a recall of heparin by Baxter Healthcare Corporation in 2008 resulted in only one remaining supplier of heparin and the cost
1o purchase heparin significantly inercased. While an aliemnative supplicr has entcred the market, it is possible that our heparin costs may continue to increase and
since there is no separate reimbursement for this drug under Medicare, cost increases have a direct impact on our profitability. In addition, the technology related
1o the products critical to the services we provide is subject to new developments and may result in superior products. If we are not able to access supertor
products on a cost-cflective basis or if suppliers arc not able to fulfill our requirements for such products, we could face patient atirition which could substantially
reduce our revenues, carnings and cash flows,

We may be subject to liability cla{ms for damages and other expenses not covercd by insurance that could reduce our enrnings and cash flows.

The administration of dialysis and related services to patients may subject us to litigation and liability for damages. Qur business, profitability and growth
prospeets could suffer if we face negative publicity or we pay damages or defense costs in conncction with a claim that is outside the scope of any applicable
insurance coverage, including claims related to adverse paticat events, contractual disputes and professional and general liability claims. In addition, we have
reccived several notices of claims from commercial payors and other third pardies related 1o out historical billing practices and the historical billing practices of
the centers acquired from Gambro Healthcare and other matters related to their settlement agreement with the Department of Justice. Although the ultimate
outcome of these claims cannot be predicted, an adverse result with respect to one or more of these claims could have a material adversc effect on our financial
condition, results of operations, and cash flows. We currently maintain programs of general and professional liability insurance. However, 2 successful claim,
including a professional liability, malpractice or negligence claim which is in excess of our insurance coverage could have a material adverse effect on our
camings and cash flows.

1n addition, il our costs of insurance and claims increase, then our earnings could decline. Market rates for insurance premiums and deductibles have been
steadily incrcasing. Our earnings and cash flows could be materially and adversely affected by any of the following:

+ the collapse or insolvency of our insurance carmiers;
= further increases in premiums end deductibles;
+ increases in the number of liability claims against us or the cost of settling or irying cases related to those claims; and

* an inability to obtain one or more types of insurance on acceptable terms.
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If businesses we acquire have liabilities that we are not aware of, we could suffer severe consequences that would substantially reduce our revenues,
earnings and cash flows.

Our business stratepy includes the acquisition of dialysis centers and businesses that own and operate dialysis centers, as well as other ancillary services
and strategic initiatives, Businesses we acquire may have unknown or contingent Habilities or liabilities that arc in excess of the amounts that we originally
estimuted. Although we generally seek indemnification from the sellers of busincsses we acquire for matiers that are not properly disclosed to us, we arc not
always successful. In addition, even in cases where we are able to obtain indemnification, we may discover liabilitics greater than the contractual limits or the
financial resources of the indemnifying party. In the event that we are responsiblc for liabilitics substantially in cxcess of any amounts recovered through rights to
indemnification, we could suffer severe consequences that would substantially reduce our revenues, camings and cash flows.

Provisions in oor charter documents, compensation programs and Delaware law may deter a change of control that our stockholders would otherwise
determine to be in their best interests.

Our charter documents include provisions that may deter hostile takeovers, delay or prevent changes of control or changes in our management, or limit the
ability of our stockhelders to approve transactions that they may otherwise determine to be in their best interests. These include provisions prohibiting our
stockholders from acling by written consent; requiring 90 days advance notice of stockholder proposals or nominations to our Board of Direclors; and granting
our Board of Dircetors the authority to issue preferred stock and to determine the rights and preferences of the preferred stock without the need for furiher
stockhelder approval. In addition, we have in place a sharcholdcr rights plan that would substantially dilute the interest sought by an acquircr that our Board of
Direciors does not approve.

Most of our outstanding employee stock options include a provision accelcrating the vesting of the options in the event of a change of control. We also
maintain a change of contral protection program for our cmployces who do not have a significant number of stock awards, which has been in place since 2001,
and which provides for cash bonuses 1o the employees in the event of a change of control. Bascd on the market price of our common stock and shares outstanding
on Decembert 31, 2009, these cash bonuses would (otal approximately $235 million if 2 change of contro] transaction occurred at that price and our Board of
Directors did not modify this program, These change of cantrol provisions may affect the price an acquirer would be willing to pay for our Company.

We are also subject to Section 203 of the Delaware General Corporation Law ihat, subject to exceptions, would prohibit us from cngaging in any business
combinations with any intcrested stockholder, as defined in that scction, for a peried of three years following the date on which that stockholder became an
interested stockholder.

These provisions may discourage, delay or prevent an acquisition of our Company at a price that our steckholders may find attractive. These provisions
could also make it more difficult for our stockholders to elect directors and take other corporate actions and could limit the price that investors might be willing
to pay for sharcs of our common stock. ‘

Item 1B.  Unresolved Staff Comments.

None.

Item 2. Properties.

We own the land and buildings for 25 of our dialysis centers. We also own the buildings for six other dialysis centers and the building at one of our Florida
labs and we own one separate land parcel and sublease a total of six properties ta third party tenants. Qur remaining dialysis centers are located on premises that
we lease.
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Our leases generally cover periods from five 1o ten years but in some cases can extend for 15 years and typically contain rencwal options of five o
ten years al the fair rental value at the time of renewal. Our lcascs are gencrally subject to periodic consumer price index increases, or contain fixed escalation
clauses. Our outpaticnt dialysis centers range in size from approximately 500 to 30,000 square feet, with an average size of approximatcly 6,800 square fcet.

The following is a summary of our busincss, administrative offices, Jaboratories and phanmacics:

Office Locarion Square Feet Fapiration

Corporaic Headquarters* Denver, CO 69,000 2012
Administrative Office . Vernon Hills, 1L 29,000 2013
Administrative Office Berlingame, CA 3,700 2002
Administrative Office Norfolk, VA 20,000 2015
Administrative Office Washington, [DC 5,000 2013
Administrative Office Tempe, AZ 11,000 2016
Administrative Office Washington, DC 2,000 2013
Administrative Office Washington, DC 5,000 2013
Busincss Office El Segundo, CA 61,000 2013
Business Office ’ Tacoma, WA 215,000 2013 through 2021
Business Office Berwyn, PA 57,000 2012
Business Office Lakewood, CO 82,000 2012
Business Office Brentwood, TN 95,000 2011
Busingss Office Irvine, CA 65,000 2015
DaVita Rx Orlando, FL. 17,000 2013
DaVita Rx Coppell, TX 53,000 2013
DaVita Rx San Bruno, CA 7,000 2015
Lab Warehouse Deland, FL 11,000 2015
Laboratory DeLend, FL 40,000 Owned
Laboratory Deland, FL 20,000 2013
Laboratory Ft. Lauderdalce, FL 43,000 2015

Laboratory Administrative Office DeLand, FL 23,000 2011

*  As previously announced, our corporate headquarters has been moved 1o Denver, Colorado. The new lease is effective on March 1, 2010,

Some ol our dialysis centers arc operating at or near capacity. However, we believe that we have adequaic capacity within most of our existing dialysis
centers 1o accommodate additional patient volume through increased hours and/or days of operation, or, if additional space is available within an existing facility,
by adding dialysis stations. We can usually relocate existing centers to larger facilitics or open new centers if existing centers reach capacity. With respect to
relocating centers or building ncw centers, we believe that we can generally lease space at economically reasonable rates in the areas planned for each of these
centers, although there can be no assurances in this regard. Expansion of existing centers or relocation of our dialysis centers is subject 10 review for compliance
with conditions rclating to participation in the Medicare ESRD program. In states that requite a certificate of need or center license, additional approvals would
generally be necessary for cxpansion or relocation.

Item 3. Legal Proccedings.
Inguiries by the Federal Government

In December 2008, we received a subpocna for documents from the Office of Inspector General, U.S. Department of Health and Human Services, or O1G,
relating to the pharmaccutical products Zemplar, Hectorol, Venofer, Ferrlecit and Epogen € o1 EPO, as well as other related matlers. The subpocna covers the
period from January 2003 1o the present. We have heen in contact with the Uniled States Attorney’s Office, or U.S,
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Attorney’s Office, for the Northem District of Georgio and the U.S. Depariment of Justice in Washington, DC, sincc Movernber 2008 relating to this matier, and
have been advised that this is a civil inguiry. On June 17, 2009, we leamed that the allegations were made as part of a civil qui tam complaint {iled by individuals
and brought pursuant to the federal False Claims Act. The case remains under seal in the United States District Court for the Northern District of Georgia. We are
cooperating with the inquiry and are producing the requested records. To our knowledge, no proccedings have been initiated by ihe federal government against us
at this time. Although we cannot predict whether or when proceedings might be initiated, or when these matters may be resolved, it is not unusual for
investigations such us these to continue for a considerable period of time. Responding to the subpoena will continug to require management’s attention and
significant legal cxpense. Any negative findings could result in substantial financial penaltics against us and exclusion from future participation in the Medicare

and Medicaid programs.

In February 2007, we received a request for information from the OIG for records relating to EPO claims submitied to Medicare. In August 2007, we
received a subpoena from the OIG secking similar documcnis. The requested documents relate to services provided from 2001 to 2004 by a number of our
centers, The request and subpoena were sent from the OIG’s offices in Houston and Dallas, Texas. We are cooperating with the inquiry and are producing the
requested records, We have been in contact with the U.S. Attorney’s Office for the Eastern District of Texas, which has siated that this is a civil inguiry refated to
EPO claims. On July 6, 2009, the United States District Court for the Eastern District of Texas lifted the seal on the civil qui tam complaint related to these
allegations and we were subsequently scrved wilh a complaint by the relator. We believe that there is some overlap between this issue and the ongoing review of
EPO utilization and claims by the U.S. Attorney’s Office, for the Eastern Disirict of Missouri in 5t. Louis described below. To our knowledge, no proceedings
have been initiated by the federal government against us at this time. Although we cannot predict whether or when proceedings might be initiated or when these
matters may be resolved, it is not unusual for investigations such as these 1o continuc for a considerable period of time. Responding to these inquiries will
continue to requite management’s attention and significant legal expense. Any negative findings could result in substantial financial penalties against us and
exclusion from future participation in the Medicare and Medicaid programs.

In March 2005, we received a subpoena from the U.S. Attomey’s Office for the Eastern District of Missouri in 5t. Louis. The subpoena requires
production of a wide range of documents relating to our operations, including documents related o, among other things, pharmaceutical and other services
provided to patients, relationships with pharmaceutical companies, and financial relationships with physicians and joint ventures. The subpoena covers the perind
from December 1, 1996 through the present. In October 2005, we received a follow-up request for additional documents related to specific medical director and
joint venture arrangements. In February 2006, we received an additional subpocna for documents, including certain patient records relating to the administration
and bilting of EPO. In May 2007, we rcceived a request for documents related to durable medical equipment and supply companies owned and opcrated by us.
We are cooperating with the inguiry and are producing the requested records. The subpoenas have been issued in connection with a joint civil and criminal
investigation. 1t is possiblc that criminal proceedings may he initiated against us in connection with this inquiry. To cur knowledge, no proceedings have been
initiated against us at this time. Although we cannot predict whether or when procecdings might be initiated or when these matters may be resolved, it is not
unusual for investigations such as these to continue for a considerable period of time. Responding to the subpoenas will continue to require management’s
attention and significant tegal expense. Any negative findings could result in substantiat financial penalties against us, exclusion from future participation in the
Medicare and Medicaid programs and criminal penaltics.

Other

We have received several notices of claims from commercial payors and other third parties related to historical billing practices and claims against DVA
Renal Healthcare (formerly known as Gambro Healtheare) related to historical Gambro Healthcare billing practices and other matters covered by their 2004
setilement agreement with the Department of Justice and cerlain agencics of the U.S. government. At least one commercial
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payor has filed an arbitration demand against us, as described helow, and additional commercial payors have threaiencd litigation. We intend to defend against

these claims vigorously; however, we may not be successful and these claims may Jcad to litigation and any such litigation may be resolved unfavorably.

Scveral wage and hour claims have been filed against us in the Superior Court of California, cach of which has been styled as a class action. in February
2007, Junc 2008, October 2008 and December 2008, we were served with five scparate complaints, including two in October 2008, by various former employees,
each of which allegcs, among other things, that we failcd to provide rest and meal periods, failed to pay compensation in lieu of providing such rest or meal
periods, failed to pay the correct amount of overtime, failed to pay the rate on the “wage statement,” and failed to comply with certain other California labor code
requirements, We have reached o fentative settlement in the complaints served in February 2007 and December 2008 and one of the complaints served in October
2008, That settlemcnt has been partially approved by the court and we are waiting for final court approval of the lasi pant of the settlement. We intend to
vigorously defend against the remaining claims and to vigorously oppose the certification of the remaining matters as class actions.

In August 2007, Sheet Metal Workers National Health Fund and Glenn Randle filed a complaint in the United States District Court for the Central District
of California against us. The complaint also names as defendants Amgen Inc. and Fresenuis Medical Care Holdings, Inc. The complaint is styled as a class action
and alleges four claims against us, including violations of the federal RICO statute, Califomia’s unfair competition law, Califomia’s false advertising law and for
unjust cnrichment. The complaint’s principat allegations against us are that the defendants engaged in n scheme to unlawiully promote the administration of EPO
to hemadialysis patients intravenously, as opposed to subcutaneously, and to over-utilize EPO. On December 17, 2008, the Court dismisscd the complaint and
allcgations in their entirety with permission of plaintiffs to amend the complaint. We were not named as a defendant in plaintiffs” amended comnplaind. in June
2009, the Court dismissed the remainder of the case. Following the dismissal, plaintiffs filed a notice of appeal. The notice of appeal secks review by the U. 8.
Court of Appeals for the Ninth Circuit of all of the district couri’s dismissal rulings, including the ruling dismissing us as a defendant. We intend to continue to
vigorously defend this claim,

Tn October 2007, we were conlacted by the Attomey General’s Office for the State of Nevada, The Attormey General’s Office informed us that it was
conducting a civil and criminal investigation of our operations in Ncvada and that the investigation related to the billing of pharmaceuticals, including EPO. In
Febroary 2008, the Attomey General’s Office informed us that the civil and crimina] investigation has heen discontirucd. The Attorney General's Office further
advised us that Nevada Medicaid intends to conduct audits of cnd stage renal disease (ESRD) dialysis providers in Nevada, including us, and that such sudits will
relate to the issues that were the subjects of the investigation. To our knowledge, no court procecdings have been initiated against us at (his time. Any ncgative
audit findings could result in a substantial repayment by us,

In August 2005, Blue Cross/Blue Shield of Louisiana filed a complaint in the United States District Court for the Western District of Louisiana against
Gambro AB, DVA Renal Healthcare (formerly known as Gambro Healthcare) and related entitics. The plaintiff sought to bring its claims as a class action on
behalf ol itself and all entities that paid any of the defendants for healih care goods and services from on or about January 1991 through at least December 2004,
The complaint allcged, among other things, damages resulting from facts and circumstances underlying Gambro Healthcare’s 2004 settlement agreement with the
Department of Justice and certain agencies of the U.S. govemnment. In March 2006, the case was dismissed and the plaintiff was compelled to seck arbitration to
resotve the matter. In November 2006, the plaintifT filed a demand for class arbitration against us and DVA Renal Henlthcare, We intend to vigorously defend
against these claims. We also intend to vigorousty oppose the certification of this matter as a ¢lass action. At this time, we cannot predict the ultimate outcome of
this matter or the potential rangc of damages, if any.

In Junc 2004, Gambro Healthcare was scrved with o complaint filed in the Superior Court of California by one of its former employees who worked for its
California ncute scrvices program. The complaint, which is styled as & class action, sleges, among other things, that DVA Renal Healtheare failed to provide
overtime
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wages, defined rest periods and meal periods, or compensation in lieu of such provisions and failed to comply with certain other California labor code
requirements, We intend to vigorously defend against these claims. We also intend to vigorously oppose the certification of this matter as a class action. At this
fime, we cannot predict the ullimate outcome of this matter or the potential range of damages, il any.

In nddition to the forcgoing, we are subject to claims and suits, including from time to time, contractual disputes and professional and gencral liability
claims, as well as audils and investigations by various government entities, in the ordinary course of business. We believe that the ultimate resolution of any such
pending proccedings, whether the underlying claims are covered by insurance or not, will not have a material adverse effect on its financial condition, resulis of
opcralions or cash {lows.

Item 4. Submission of Matters to a Vote of Sccurities Holders.
Ne mafiers were submitied to a voic of security holders during the fourth quarter of 2009.

34

Source: DAVITAING, i0-K, February 25, 2010 Prwered by Momingstar® Documenl Research®M

LS




PART I1

Item 5. Market for the Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities,

Our common stock is traded on the New York Stock Exchange under the symbol “DVA™. The following table scts forth, for the periods indicated, the high
and low closing prices for our commeon stock as reported by the New York Stock Exchange.

I-ligh Low
Year cnded December 31, 2009:

11 quarter §5304 $4234
2nd quarter 49.56 42.36
3rd quarter 56.64 47.78
4th quarter 61.55 53.03
Year cnded December 31, 2008:
1st quarter $5923 54248
2nd quarter 53.86 41.79
3rd quarter 60.01 52.64
4th quarter 56.75 42.66

The closing price of our common stock on January 29, 2010 was $59.76 per share. According to The Bank of New York, our registrar and transfer agent,
as of Tanuary 29, 2010, there were 8,315 holders of record of our common stock. We have not declared or paid cash dividends to holders of our common stock
since 1994, We have no current plans to pay cash dividends and we are restricted from paying dividends under the terms of our Senior Secured Credit Facilities
and the indentures govemning our senior and scnior subordinated nofes. Also, sec the heading “Liquidity and capital resources™ under “Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and the notes to our consolidated financial statements.

Stock Repurchases
The following table summarizes our repurchases of our common stock during 2009

Total Number Approximaie Dollar Value
Total Numher of Shares Purchased n3 of Shares that Moy Yet Be
of Avernge Part of Publicly ' Purcbhased Under the
Shares Price Paid Annotneed Plans or . Plans or Programs

Period Purchased per Share Proprams(1} {in millions)
March 1—31, 2009 744,400 $ 4301 744,400 s 121.5
Scptember 1—30, 2009 1,108,784 56.25 1,108,784 59.1
October 1—31, 2009 1,049,435 5632 1,049,435 500.0

Totnl 2,902,619 $ 52488 2,902,619

(1}  On September 11, 2003, we announced that the Board of Directors authorized the repurchase of up to $200 million of our common stock, with no
expiration datc. On November 2, 2004, we announced that the Board of Dircctors approved an increase in our authorizalion 1o repurchase shares of our
common stock by an additional $200 million. On May 1, 2008, our Board of Directors authorized an increase of an additional $143.5 million of
repurchases of our commeon stock. On November 3, 2009, we announced that the Board of Directors authorized an increase of an additional $500 million
for repurchases of our common stock.

This stock repurchase program has no expiration date. We are authorized to make purchases from time to timc in the open market or in privately
negotiated transactions, depending upon market conditions and other considerations, However, we are subject to share repurchase limitations under the terms of
the Senior Secured Credit Facilities and the indentures governing our senior and senior subordinated notes.
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Item 6. Selected Financial Data.
The following financial and opcrating daia should be read in conjunction with “ltem 7. Management’s Discussion and Analysis of Financial Condition and
Results of Operations” and our consolidated financial statenenis filed as part of this report. The following table presents selected consolidated financial and
opctating data for the periods indicated. Efective January 1, 2009, we were required to present consolidated net income aitributable to us and to noncontrolling
interests on the face of the consalidated statement of income, which changed the presentation of minority interests (noncontrolling inleresis) in our consolidated
statements of income. These consotidated financial results have been recast for all prior periods presented 1o reflect the reirospective application of adopting
these new preseniation and disclosure requiremcnts for noncontrolling interests. The operating results of DVA Renal Healthcare are included in our operating
results from October 1, 2005, and the operating resulls of the historica) DaVita divested centers are reflected as discontinued operations in our consolidated
statements of income for 2005.
Year ended December 31,
2009 2008 2007 2006 2005
(in thousands, excepi share data)
Income statement data:
Net operating revenues(1) $ 6,108,800 $ 5,660,173 $  5264,151 $ 4,880,662 $ 2973918
Operating expenses and charges(2) 5,168,529 4,791,077 4,355,240 4,103,089 2,485,052
Opcrating income 940,271 869,096 908,911 771,573 488,866
Debt expense(3) (185,755) - (224,716) {257,147) (276,706) (139,586)
Swap valuations gain, net(4) —_ —_ —_ — 4,548
Refinancing charges(5) — — — — {8,170)
Other income, net(6)} : 3,708 2,411 22,460 13,033 8,934
Income from continuing opcrations before income taxes 758,224 656,791 674,224 513,900 354,592
Income tax expensc 278,465 235471 245 581 186,430 123,675
Inceme from continuing operations 479,759 421,320 428,643 327470 230,917
Income from discontinued operations, net of tax(7) — — — 1,747 14,376
Gain on disposal of discontinued operations, net of tax(7) —_ — — 362 8.064
Net income 5 479,759 s 421,320 5 428,643 b 329,579 $ 253,357
Less: Net income atlributable to nonconirolling interests(8) $ (57,075) 3 (47,160} $ {46.865) 3 (39,888} $ {24,714)
Net income attributable to DaVita Inc, 3 422,684 . $ 374,160 s 381,778 b 289,691 3 228,643
Basic camings per comman share [rom continuing
operations attributable to DaVita Inc.(7) L 4,08 g 3.56 b 361 s 2.79 L 2.06
Diluted earnings per common share from continuing
opcrations attributable 0 DaVita Inc.(7) b 4.06 b 3.53 $ 3.55 b 2.73 5 1.99
Weighted avcrage shares outstanding:(10)
Basic 103,604,000 105,145,000 105,893,000 103,520,000 100,762,000
Diluted 104,168,000 105,940,000 107,418,000 105,793,000 104,068,000
Ratio of earnings to fixed charges(9) 3.58:1 3.01:) 2.92:1 2.38:1 2.86:1
Balance sheet data:
Working capital $ 1,255,580 b 965,233 $ 889,917 S 597,324 5 664,675
I Total assets 7,558,236 7,286,083 6,943,960 6,491,816 6,279,762
; Long-term debt 3,532,217 3,622,421 3,683,887 3,730,380 4,085,435
| Total DaVita Inc. shareholders’ equity(10) 2,135,066 1,767,747 1,504,285 1,139,333 740,122
i —_—
- (1) Net operating revenues include $3,77) in 2005 of Medicare lab recoverics relating to prior ycars’ services.
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Opcrating expenses and charges include $55,275 in 2007 and $37,968 in 2006 of valuation gains on the alliance and product supply agreement with
Gambro Renal Products, Inc, Operating expenses and charges in 2007 also includes $6,779 of gzins from insurance scttlements related to Hurricane
Katrina and a fire that destroycd one center.

Debt cxpense in 2007 and 2006 includes the write-off of approximately $4.4 million and $3.3 million, respectively, of deferred financing costs associated
with our principal prepayments on our term loans.

The swap valuation net gains of $4,548 in 2005 rcpresented Lhe accumulated fair valuc on several swap instruments Lhat were ineffective as cash flow
hedges, as a result of the repayment of our prior senior secured credit facilities, as well as changes in the fair values of these swaps until they were
redesignated as hedges, and represent changes in Lhe fair value of the swaps during periods in which there was no maiching variable ratc LIBOR-based
intcrest payments,

Refinancing charges of $8,170 in 2005 represented the write-off of deferred financing costs associated with Lhe extinguishment of our prior senior secured
credit facilities.

Other income, net, includes $5,868 in 2007 of pains from the sale of investment securities.

During 2005, we divesicd a total of 71 outpatient dinlysis centers in conjunction with a consent order issued by the Federal Trade Commission on
October 4, 2005 in order for us to complete the acquisition of DVA Renal Healthcare. In addition, we completed the salc of three additional centers that
were previously pending state regulatory approval in January 2006, The operating results of the historical DaVita divested and held for sale centers were
reflested as discontinued operations in our consolidated financial statements for 2005.

Net income attributable to noncontrolling interests includes $1,747 in 2006, and §1,219 in 2005 of income from discontinucd operations.

The ratio of earnings to fixed charges was computed by dividing carnings by fixed charges. Eamings for this purpose is defined as pretax income from
continuing operations adjusted by adding back fixed charges expensed during the period. Fixed charges include debt expense (interest expense and the
write-o{T and amonization of deferred financing costs), the estimated interest component of rental expense on operating leases, and capitalized interest.
Share repurchases consisted of 2,902,619 sharcs of common stock for $153,495 in 2009, 4,788,881 sharcs of common stock for $232,715 in 2008

and 111,300 shares of common stock for $6,350 in 2007, Shares issued in connection with stock awards amounted to 2,104,304 in 2009, 1,314,074

in 2008, 2,480,899 in 2007, 2,620,125 in 2006 and 3,303,451 in 2005.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

Forward-looking statements

This Management s Discussion and Analysis of Financial Condition and Results of Operations contain statements thai are forward-looking siatements
within the meaning of the federal securities laws. ANl siatements that do not concern historical facts are forward-looking statements and include, among other
things, statements abowt our expectations, beliefs, intentions and/or sirategies for the future. These forward-looking statements include statements regarding our
future operations, financial condition and prospecis, expectations for treatment growth rates, revenue per treatment, expense growth, levels of the provision Jor
wncollectible accounts receivable, operating income, cash flow, aperating cash flow, estimated tax rates, capital expenditures, the development of new ceniers
and center acquisitions, government and commercial payment rales, revernic estimating risk and the impact of our related level of indebtedness on our financial
performance, including earnings per share. These statements imvolve subsiantial known and unknown risks and uncertainties that could cause our actual results
to differ materially from those described in the forward-looking statements, including, but not limited to, risks resulting from the regulatory environment in
which we operate, economic and marke! conditions, competitive activities, other business conditions, accounting estimates, the variability of our cash flows, the
concentration of profils generated from commercial payor plans, continued dowrward pressure on average realized payment rates from commercial payors,
which may result in the loss of revenne or patients, a reduction in the number of patients under higher-paying commercial plans, a reduction in governntent
payment raies or changes to the siructure of payments under the Medicare ESRD program or other government-based programs, including, for example, the
implementation of a bundled payment rate system which will lower reimbursement for services we provide to Medicare patiens, changes in pharmaceutical or
anemia management practice palterns, payment palicies or pharmaceutical pricing. our ability to maintain contracts with physician medical directors, legal
compliance risks, including our continwed compliance with complex government regulations, the resolution of ongoing invesiigations hy various federal and
state government agencies, and the risk Jactors set forth in this Annual Report on Form 10-K. We base our - forward-looking statements on information currently
available to us, and we undertake no obligation lo update or revise these statements, whether as a result of changes in underlying factors, new information,
Juture events or otherwise.

The following should be read in conjunction with our consolidated financial statements and “Item 1. Business ™.

Overview

We are a Jeading provider of dialysis services in the United States through a network of approximately 1,530 outpaticnt dialysis centers and approximately
720 hospilals, serving approximately 118,000 paticnis in 43 states. In 2009, our overall network of dialysis centers inereased by 81 centers primarily as a result of
opening new centers and acquisitions and the overall number of patients that we serve increased by approximately 5.5%.

Our stated mission is to be the provider, partner and employer of choice. We believe our aftention to these three stakeholders—our patients, our business
partners, and our tcammates—represents the major driver of our long-term performance, although we are subject to the impact of extermal factors such as
government policy and physician practice patterns. Accordingly, two principal non-financial metrics we track are quality clinical outcomes and teammate
tfurnover, We have developed our own composite index for measuring improvements in our clinical outcomes, which we refer to as the DaVita Quality Index, or
DQI. Qur clinical outcomes as measured by DQI have improved over cach of the past three years. Although it is difficult to reliably measure clinical performance
across our industry, we believe our clinical outcomes compare favorably with other dialysis providers in the United States. In addition, over the past several years
our teammate furnover has remained relatively constant, although in 2009 we did experience a decrease in our overall teammate tumover. We belicve this was a
major contributor te our continued clinical performance improvements and also a major driver in our ability to improve productivity in 2009. We will continuc ta
focus on these stakeholders and our clinical outcomes as we believe these are fundamental Jong-term value drivers.
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Approximately 95% of our 2009 consolidated net operating revenues were derived directly from our dialysis and related lab services business,
Approximatcly 84% of our 2009 dialysis and rclated lab services revenues were derived from outpatient hemodialysis services in the 1,498 centers that we
consolidate, which are cither wholly-owned or majority-owned. Other dialysis services, which are opcrationally integrated with our dialysis operations, arc
peritoneal dialysis, home-based hemodialysis, and hospital inpatient hemodialysis services. These services collectively accounted for the balance of our 2009
dialysis and related lab serviccs revenues. We also generate management Tees from management and administrative services to cenain third-party-owned dialysis
centers and dialysis centers that we own an cquity investment in. These management fees represent less than 1% of our dialysis and rclated lab scrvices revenues,

Our other business operations include ancillary services and sirategic initiatives which are primarily aligned with our core business of providing dialysis
services 10 our network of patients. These consist primarily of pharmacy scrvices, infusion therapy services, discase management services, vascular access
services, ESRD clinical rescarch programs and physician services. These services generated approximately $317 million of net operating revenues in 2009, or
approximately 5% of our consolidated het operating revenucs. Overall our ancillary services and stratcgic initiatives decreased their operating losses from $30
million in 2008 to $18 million in 2009, primarily as a result of itnproved profitability in our phannacy and discasc management busincsses. We currently expect
to continue 1o invest in our ancillary scrvices and strategic initintives as we work o develop successful new business aperations. However, any significant change
in market conditions, business performance or in the regulatery environment may impact the economic viability of any of these strategic initiatives. Any
unfavorable changes could result in a write-off or an impairment of some or all of our investments, including goodwill, in these strategic initiatives, or could also
result in significant termination costs if we were to exit a certain line of business.

The principal drivers of our dialysis and related lab services revenues are:

+ the number of treatments, which is primarily a function of the number of chronic patients requiring approximately three treatments per week, as well as,
1o a lesser extent, the number of treatments for peritoneal dialysis scrvices and home-based dialysis and hospital inpatient dialysis services;

» average dialysis revenue per treatment; and

« the number of laboratory patient tests.

The total patient basc is a relatively stable factor, which we believe is influcnced by a demographically growing need for dialysis services, our
rclationships with referring physicians together with the quality of our clinical care, and our ability to open and acquire new centers. Our ycar-over-year
treatment volume growth was 4.9% in 2009.

Average dialysis and related tab services revenue per treatment is primarily driven by our mix of commercial and government {principally Medicare and
Medicaid} paticnts, the mix and intensity of physician-prescribed pharmaceuticals, commercial and government payrmcnt rates, and our billing and cellecting
operations performance.

On average, payment rates from commercial payors are significantly higher than Medicare, Medicaid and othet government program payment rates, and
therefore the percentage of commercial patients to total patients represents a major driver of our total average dialysis revenue pet treatment, The percentage of
commercial patients covered under contracted plans as compared to cormercial patients with out-of-network providers can also significantly affect our average
dialysis revenue per treatment. In 2009, the growth of our government-based paticnts, driven primarily by growth in Mcdicare-assigned plans, which we believe
js Jargely as a result of improved mortality and the current econgimic recession, outpaccd the growth in our commercial patients, which ncgatively impacted our
average dialysis revenue per treatment as a result of receiving lower payment rates associated with these additional govemment-based patients.
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The following table summarizes our dialysis and related lab services revenues for the year ended December 31, 2009:

Revenues
Medicare and Medicare-assigned plans ' N I ! 5756 |
Medicaid and Medicaid-assigned plans 6%
Dther povermment-based programs i | 284
Total government-based programs _ 63%
Eommercial (including hospital dialysis services) R i | 35%]
Total dialysis and related 1ab services revenues 100%

Govemment paymenl tates are principally determined by federal Medicare and state Medicaid policy. These payment raics have historically had limited
potential for rate increases and are sometimes at risk of reduction as federal and state governments face increasing budget pressures. Medicare payment rates for
dialysis services through 2008 havc not been routinely increased to compensate for the impact of inflation. In July 2008, MIPPA was passed by Congress which
introduced a new payment system for dialysis services beginning in January 2011 wherchy ESRD payments will be made under a bundled payment rate which
will provide for a fixed rate for all goods and services provided during the dialysis treatment. The legislation also provided for an increase in the composite rate
of 1% cffective January 1, 2009 and an additional 1% effective January 1, 2010, On September 15, 2009, CMS releascd the proposed rule regarding the new
bundled payment rate sysiem. The initiat 2011 bundled rate is required to be sct based on a 2% reduction in the payment rate that providers would have received
under the historical fee for service payment methodology and based on the lowest average industry pharmaceutical utilization from 2007 to 2009. The combined
effect of the adjustments provided in the proposed rule would result in a bundled rate that represents a significantly greater than 2% reduction in the payment rate
that we would have reccived for our services prior to bundling. The proposed rule also requires, among other things, the new single hundled payment base rate to
be adjusted annually for inflation bascd upon a market basket index, less 1% of such index, beginning in 2012. Dialysis providers have the opticn to move fully
to the bundled payment sysiem in 2011 or to phase in the payment system over three years.

Dialysis payment rates from commercial payors can vary significanily and a major portion of our commercial rates are set at contracted amounts with large
payors and arc subject lo intense negotiation pressure, In 2009, we were successiul in maintaining and in some instances increasing average payment rates,
resulting in an aggregalc increase in average payment rates for paticnts with commercial plans. However, we arc continuously in the process of negotiating
agreements with our commercial payors and payors are aggressive in their negotiations, If our negotiations result in overall commercial rate reductions in excess
of overail commercial rate increases, this would have a maierial adverse cffect on our operating results. In addition, if there are sustained or increased job losscs
in the United States as a result of current economic conditions, or depending upon changes to the healthcare regulatory system, we could experience a decrease in
the number of patients under eommercial plans. We also cxpect thal some of our contracted rates with commercial payors may decrease or we may experience
decrcascs in patient volume as our negotiations with commercial payors continue. In addition, payors have been attempting to impose restrictions and limitations
on non-contracted or out-of-network providers, which could further decrense our commercial rate revenues since rates for out-of-nerwork providers are on
averagce higher than rates for in-network providers,

Approximately 30% of our dialysis and related lab services revenues for the year ended December 31, 2009 were from physician-preseribed
pharmaccuticals, with EPO accounting for approximatety 20% of our dialysis and rclated lab services revenues. Therefore, changes in physician practice
patierns, pharmaceutical protocols, pharmaceutical intensities and changes in commercial and governmental payment rates for EPQ significantly influence our
revenue. For example, effective January 2008, changes to the EPO monitering policy went into effect which further limited reimbursements and impacted the
prescrihing habits of our physicians, which
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resulted in lower pharmaceutical intensitics during 2008. In 2009, the intensitics of physician-prescribed pharmaceuticals increased slightly from 2008, which

helped contributc to an increase in our average dialysis and related lab scrvices revenue per treatment.

Our operating performance with respect o dialysis services billing and coitection can also be a significant factor in how much average dialysis and related
lab services revenue per trcatment we actually realize. Over the past several years we have invested heavily in new systems and processes that wc believe have
helped improve our operating performance and reduced our regulatory compliance risks and we expect to continue to improve these systems. In 2009, we
continucd to upgrade our systems and implemcnted process changes and will coatinug to do so in 2010 as ncecssary to improve our billing and collection
performance. However, as we implement these system upgrades, our collection performance as well as our dialysis and rclated lab services revenuc per ircatment

could be negatively impacted.

Our revenue recognition involves significant estimation risks. Our estimates are developed bascd on the best information available to us and our best
judgment as to the reasonably assured collectibility of our billings as of the reporting date based upen our actual historical collection expericnce, Changes in
estitnates are reflected in the then-current period financial statements based upon on-going actual expericnce trends, or subsequent settlements and rcalizations
depending on the nature and predictability of the estimates and contingencies.

Our annual average dialysis and related lab services revenue per treatment was approximately $340, 8334 and $334 for 2009, 2008 and 2007, respectively.
In 2009, the increase in our average dialysis and rclated lab services revenue per trcatment was primarily due to a 1% increase in the Medicare composite ratc, an
increase in our commercial payment ratcs, an increase in our reimbursemcnt rates for EPO and other pharmaccuticals and an increase in the intensities of
physician-prescribed pharmaccuticals, partially offset by changes in the mix of our commercial payors. In 2008, the average dialysis and related lab scrvices
revenuc per treatment was flat as compared to 2007, but was impacted by some commercial rate compression that occurred in late 2007, a decrease in the
intensities of physician-prescribed pharmaceuticals offset by changes in mix and rates of some of our other commercial payors. Our ability to negotiate
acceplable payment rates with commercial payors, changes in the mix and intensities of physician-prescribed pharmaceuticals, government payment policies
regarding reimbursement amounts for dialysis trcatments and pharmaceuticals, inciuding the bundling of such services, and changes in the mix of government
and commercial payors may materially impact our average dialysis and relatcd lab services revenue per treatment in the future,

The principal drivers of our dialysis and related lab services patient care costs arc clinical hours per treatment, labor rates, vendot pricing of
pharmaceuticals, utilization levels of pharmaceuticals and business infrastructure, including the operating costs of our dialysis centers, and compliance costs.
However, other cost catcgories can also represent significant cost variability, such as employce benefit costs and insurance costs. Our average clinical hours per
treatment have remained relatively stable over the past few years primarily becouse of improved cfficiencies driven by reduced clinical teammate tumover and
improved training and processes. In 2009, we were able to reducc our average clinical hours per treatment from 2008 o5 o result of continued productivity
improvements primarily through reduccd teammate tumnover and the fact that 2008 was negatively impacted by the implementation of new federal guidelines.

We continue to strive for improved productivity levels, however we may not be able to sustain our 2009 performance as changes in federal and state policies can
adversely impact our ability to achicve optimal productivity levels, as would improvements in the U.S. economy, which could stimulate additional competition
for skilled clinical personnel, and result in higher teammaic twurnover. In 2009 and 2008, we also cxpericneed an increase in our labor rates of approximatcly 2.5%
and 3.5%, respectively, as Jabor rates have increased consistent with general industry trends, mainly due to the demand for skilled clinical personnel, along with
general inflation increases. In 2009, we experienced an increase in our pharmaceutical costs, mainly related to EPO, which increased by approximately 2%. In
addition, our agreement wilh Amgen for the purchase of EPO provides for specific rebales based on a combination of factors, including process improvement and
data submission, which could negatively impact our carnings if we are unablc to continue to qualify for these rebates. In 2009, we experienced increases in our
infrastructure and operating costs of our dialysis cenlers, primarily due te the number of new centers opened, and general increases in rent, utilities and repairs
and mainfcnance.
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~ General and administrative expenses have remained relatively constant as a percent of consolidated revenues over the past three years. However, this
reflects a substantiah increase in the dollar amount of spending related to strengthening our dialysis business, improving our regulatory compliance and other
opcrational processes, responding to certain legal matters and supporting the growth in our ancillary services and strategic initiatives. We expect that the level of
gencral and administrative expenses will be sustained and may vary depending upon the level of investment we make in our long-term initiatives, including
further invcstments in our ancillary services and strategic initiatives, and to support our regulatory compliance cfTorts.

Cutlook for 2070, Curently, we still expeet our operating income for 2010 to be in the range of $950 million to $1,020 million and we also expect our
operating cash flows for 2010 to be in the range of $675 million to $725 million. These projections and the underlying assumptions involve significant risks and
uncertaintics, and actual results may vary significantly from these current projcctions. These risks and uncertainties, among others, include those relating to the
concentration of profits gencrated from commercial payor plans, continued downward pressurc on average realized payment rates from commercial payors,
which may result in the loss of revenue or patients, a reduction in the number of paticnts under higher-paying commercial plans, a reduction in govemment
payment rates or changes to the structure of payments under the Medicare ESRD program or other government-based programs, including, for example, the
implementation of a bundlcd payment rate system which will Jower reimburscment for services we provide to Medicare paticnts, changes in pharmaccutical or
anernia management practice patlerns, payment policics or pharmaccutical pricing, our ability to maintain contracts with physician medical directors, legal
compliance risks, including our continued compliance with complex govcmment regulations and the resolution of ongoing investigations by various federal and
statc government agencies. You should read “Risk Factors™ in Item 1A of this Annual Report on Form 10-K and the caulionary language contained in the
forward-looking statements and associated risks as discussed on page 38 for more information about these and other potential risks. We undertake no obligation
to update or revise thesc projections, whether as a result of changes in underlying factors, new information, future events or otherwise.

Results of operations

We operate principally as u dialysis and related lab services business but also operate other ancillary services and strategic iritiatives, These ancillary
services and straicgic initiatives consist primarily of pharmacy services, infusion therapy services, discase management services {VillagcHcalth), vascular aceess
services, ESRD clinical research programs and physician services. The dialysis and related lab services business qualifics as a separately reportable segment and
alt of the other ancillary services and strategic initiatives have been combined and disclosed in the other segments category.

Following is a summary of consolidated operating resulis for reference in the discussion that follows.
Year ended December 31,

2009 2008 2007
{dollar amounts rounded to nearest million)

Net operating revenues:

Current period services §6,109 100% % 5,660 100%  § 5,264 100%
Operating expenses and charpes:
Patient care costs 4,249 70% 3,920 9% 3,590 68%
General and administrative 532 9% 508 9% 491 9%
Deprecintion and amortization 229 4% 217 4% 193 4%
Provision for uncollectible accounts 162 3% 146 3% 137 1%
Equity invcstment income 2y — 1 — n —
Valuation gain on alliance and product supply agreement — - — - {85y _(D%
Total opcrating expenses and charges 5,169 _B5% 4,791 _85% 4,355 _83%
Operating income 5 940 _15% & 3869 _15% § 909 1%
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The following table summarizes consolidated net operating revenues:

Year ended
2009 2008 2007
(dollar omounts rovnded to nearest million}

Dialysis and related Jab services s 5,792 $ 5,415 $ 5,130
Othcr—ancillary services and strategic initiatives 317 245 134

Consolidated net operating revenues $ 6,109 3 5,660 $ 5,264

The following tablc summarizes consolidated operating incorme:
Year ended
2009 2008(2) 2007%1)(2)
(dollar amounts rounded to nearest million)

Dialysis and rclated tab services £ 1,000 $ 939 5 990
Other—ancillary services and stratcgic initiatives loss (18) (30 (48)

Total segment operating income 982 910 942
Reconciling items:

Stock-bascd compensation 44 “n 34)

Equity investment income 2 1 1

Consolidated operaiing income 940 369 909

Reconciliation of non-GAAP measures:
Less: Gains on insurance scttlements — — (N

Valuation gain on the alliance and product supply agreement —_ — (55)

Non-GAAP consolidated operating income 3 940 $ 869 5 847

(1}  In 2007, we have excluded valuation gains on the alliance and product supply agrecment with Gambro Renal Products Inc. (the Product Supply
Agreement) as well as gains on insurance scttiements from Hurricane Katrina from non-GAAP adjusted consolidated operating income in 2007 because
management believes that this presentation enhances a uscr’s understanding of our normal consolidated operating income by excluding a non-recurring
non-cash gain that resulted from the termination of our purchase obligation for dialysis machines from Gambro Renal Products Inc. under the Product
Supply Agreement as well as an unusual insurance gain, &nd as a result is both mare meaningful and comparable to our current and prior period results,
and more indicative of our normal consolidated operating income.

(2)  Centain costs previously reported in ancillary services and strategic initintives have been reclassified to dialysis and related lab services to conform to the
current year prescntation.

Consolidated net operating revenues
Consolidated net operating revenues for 2009 increased by approximately $449 million or approximately 7.9% from 2008. This increase was primarily due
to un increase in dialysis and related lab services net revenues of approximately $377 million, principally due to increased treaiments, and an increase of
approximately $72 million in the ancillary services and strategic initiatives net revenues primarily from growth in our pharmacy services, VillagcHealth serviees

and fromn our infusion therapy services.
Consolidated net operating revenues for 2008 increased by approximately $396 million or approximately 7.5% from 2007. This increasc was primarily due

1o an increase in dialysis and relaicd lab services net revenues of approximately $285 million, principally due to increased weatments, and an increase of
approximatcly $111 million in the ancillary scrvices and siralegic initiatives net revenues primarily from growth in our pharmacy services, VillageHealth scrvices

and from our infusion therapy scrvices.
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Consolidated operating income
Consolidated operating income of $340 million for 2009 increased by approximately $71 million from 2008. This increase was primarily attributable to an
increase in revenue as a result of non-acquired treatment growth in dialysis and related lab scrvices, as well as an increase in our dialysis revenue per treatment of
approximately $6 as described below. Operating income alse increased as a result of cost control initiatives, improved productivity and lower operating losses in
our ancillary services and strategic initiatives, which losscs were reduced by approximately $12 million in 2009, partially offset by the ncgative impact of higher
pharmaceutical, lebor and benefit costs, and increascs in other operating costs of our dialysis ceniers,

Consolidated operating income was $869 miltion for 2008, as compared to $909 million for 2007. Consolidated operating income in 2007 included a
valuation gain of $55 million on the Product Supply Agreemcnt and the $7 million insurance settlement related to Hurricane Katrina. Excluding the valuation
goin on the Product Supply Agreement and the insurance settlement in 2007, our consolidated operating income for 2008 would have increascd by approximatety
$22 million, compared to the adjusted operating income for 2007. This increase in consolidated operating income for 2008 as comparcd to adjusted operating
income for 2007 was primarily due to treatment growth in dialysis and related lab services revenues, cembined with growth in revenue in ancillary services and
strategic initiatives outpacing increases in our operating expenses. Our ancillary services and stralegic initiatives net operating losses were reduced by
approximately $18 million in 2008. However, our consolidated operating income for 2008 was ncgatively affected by rising labor costs, the absence of a
Medicare rate increase, the impact of seme commercial rate compression that occurred in late 2007, decreases in intensitics of physician-preseribed
pharmaceuiicals, an increase in the operating casts of our dialysis ceniers, driven in part by the number of new dialysis ccnters opened and from centers
constructed but pending state and/or federal certification, an increase in pharmaceutical costs (primarily heparin) and an increase in stock-based compensation

C€osts.

Operating segments
Dialysis and Related Lab Services

Year ended
2009 2008 1007
(dallar araounts rounded to nearest million, except
per treatment data)

Revenues 7 i [ 5 ] 5,792 [ 5419 Bt 5,130
Segment operating income b 1,000 $ 939 5 990
Dialysis treatmenis } j 1 [ 117,010,450 [ 16,217,107 [ 115,318,595
Average dialysis treatments per treaiment day 54,433 51,663 48,942
[Average diatysis and related lab services revenue per treatment | B 340 B 1 334 B 334

Net aperaiing revenues .

Dialysis and related Jab services net operating revenucs for 2009 increased by approximately $377 million or approximately 6.9% from 2008. The increase
in net operating revenues was primarily duc to an increase in the number of treatments of approximately 4.7%, and an increase in the average dialysis revenue
per treatment of approximately $6, or 1.9%. The increase in the number of treatments was pritnarily due to an increase in non-acquircd treatment growth at
existing and new centers and growth through acquisitions, The increase in the average dialysis revenue per treatment in 2009, as compared to 2008, was
primarily due to a 1% Medicare increase in the Medicare compuosite rate, an increase in our commercial payment rates, an incrcase in our reimbursement rates for
EPO and other pharmaceuticals, and an increase in the intensities of physician-prescribed pharmaceuticats, partially offset by changes in the mix of our
commcrcizl payors.

Dialysis and rclated lab services net operating revenucs for 2008 increased by approximately $285 million or approximatcly 5.6% from 2007. The incrcase
in nct operating revenues was primarily due to an increase in the
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number of treatinents of approximately 5.7%, offset by a slight decrcase in the average dialysis revenue per treatment. The increase in number of treatments was
primarily due to an increase in the number of treatment days in 2008, as compared to 2007, and non-acquired treatment growth at cxisting and new centers and
growih through acquisitions. The decrease in the average dialysis revenue per treatment in 2008, as compared to 2007, was primarily duc to the impact of some
commercial rate compression that occurred in late 2007, decreases in intensity of physician-prescribed pharmaceuticals, partiaily offset by changes in the mix and
ratcs of some of our other commercial payors.

The following table summarizes our dialysis and related lab services revenues by modality for the year ended December 31, 2009:

Revenue
percentages
Putpaticnt hemodialysis cenlers - - _ ) [ - ! 3425 |
Peritoneal dialysis and home-based hemodialysis ! 11%
Hospital inpaticnt hemodialysis _ ] i 5% |
Total dialysis and related lab services revenucs 100%

11 addition to reimbursements for dialysis trcatments, the other major component of dialysis and related lab services revenues is the administration of EPO
and other pharmaceuticals as part of the dialysis treatment, which rcpresents slightly morc than 30% of total dialysis and relaied lab services revenues for the
year ended December 31, 2009. ‘

Approximately 65% of our total dialysis and related lab services revenues for the year ended December 31, 2009 were from govermment-based programs,
principally Medicare, Medicaid, and Medicare-assigned plans, representing approximately 88% of our total patients. Approximately 35% of our dialysis and
related lab services revenues and 12% of our patients are associated with commercial payors. Less than 1% of our dialysis and related lab services payments arc
duc directly from patients. No single commercial payor accounted for more than 5% of total dialysis and related lab services revenues for the year ended

December 31, 2009,

On average we are paid significanily more for services provided to patients covered by commercial healthcare plans Lthan we are for patients covered by
Medicare, Medicaid or other government plans such as Mcdicare-assigned pians. Patients covered by commercial health plans transition to Medicare coverage
afier n maximum of 33 months. As a patient {ransitions from commercial coverage to Medicare or Medicaid coverage, the payment rates normally decline
substantially. As of December 31, 2009, the Medicare ESRD dialysis treatment rates for our paticiis were hetween $150 and $167 per treatment, or an averall
average of $159 per treatment, cxcluding the administration of separatcly billed pharmaceuticals. Medicare payment rates are insufficient to cover our costs
associated with providing dialysis treatments, and therefore we lose money on each Mcdicare treatment.

Nearly all of our net eamings from dialysis and rclated Jab services are derived from commercial payors, some of which pay at negotiated payment rates as
established by contract and others of which pay bascd on our usual and customary fee schedule. We arc continuously in ncgotiations with commercial payors for
contracted rates and some of thesc payment rates are under downward pressurc as we negotiate Lhese rates with large HMOs and insurance carriers and we cxpect
this trend to continue. We also expect thal we may expericnce decreases in patient volume as our negotiations with commercial payors continue. In addition,
payors have been attempting to impose restrictions and limitations on non-contracied or out-of-network providers, in which we receive higher payment rates than
for in-network providers. If we experience a net overall reduction in our contracted and nan-contracted commetcial rates as a result of these ncgotiations or
Testrictions, il could have a material adverse cffect on our operating results.

Our average dialysis and related lab services revenuc per treatment can be significantly impacted by several major factors, including our ability to
negotiatc acceptable payment rates with contracted and non-centracted
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commercial payors, chunges in the mix and intensities of physician-prescribed pharmaceuticals, povernment payment policies regarding rcimbursement amounts
for dialysis ireatments and pharmaceuticals, including the bundling of such services and changes in the mix of govemment and non-governmcnt payments.

Operating expenses and charges

Patient care costs.  Dialysis and related Jab services patient care costs are those costs dircctly associated with operating and supporting our dialysis
centers and consist principally of labor, pharmaccuticals, medical supplies and operating costs ol the dialysis centers. The dialysis and related lab scrvices patient
care costs on a per freatment basis were $234, $230 and $227 for 2009, 2008, and 2007, respectively. The $4 increase in the per treatment costs in 2009 as
compared to 2008 was primarily attributable to higher labor rates and benefit costs, an increase in pharmaceutical costs, an increase in other operating costs of
our dialysis centers and a increase in the intensities of physician-prescribed pharmaceuicals, partially offset by improved productivity.

Dialysis and related Jab services patient care costs on a per treaiment basis increased by approximately $3 in 2008 as compared to 2007. The increase in
the per treatment costs was primarily atiributable to an increase in Jabor rates as well as the negative impact on productivity during the year as we implemented
new federal guidclines. Additionally, we expericnced an increase in the operating costs of our dialysis centers driven in part by the number of new centers opened
and from centers constructed but pending state and/or federat centification, and an increase in pharmaceutical costs, partially offset by a decrease in the intensitics
of physician-prescribed pharmaccuticals,

General and adminisirative expenses. Dialysis and related lab services general and administrative expenscs [or the years cnded 2009, 2008 and 2007
were approximately $427 million, $402 million and $400 million, respectively. The increase of approximately $25 million in 2009 as compared to 2008 was
primarily due to increases in laber and benefit costs, partially offsct by the timing of certain other expendimres. The increase in general and administrative
expenses of approximately $2 million in 2008 as compared to 2007, was primarily duc (o increases in labor costs and the timing of certain other expendimres,
mainly offset by lower integration costs and Jower professional fees.

Depreciation and amortization. Dinlysis and related lab services depreciation and amortization expenses for 2009, 2008 and 2007 were approximately
$222 million, $210 million and $189 million, respectively. The increase of approximately 512 million in depreciation and amoftization for dialysis and related
lab services in 2009 as compared to 2008 was primarily due to growth through new center developments and expansions. The increase in depreciation and
amortization of approximately $21 million in 2008, as compared to 2007, was primarily due to growth thirough new center developments and expansions and a
change in amorlization associated with amendments to the Product Supply Agreement.

Provision for uncollectible occounts receivable.  The provision for uncollectible accounts receivable for dialysis and related lab services was 2.7% for
2009 and 2.6% for 2008 and 2007. The increase in the provision for uncollectible accounts in 2009 was primarily to reflect a slowdown in the timing of payments
from some of our non-gavernment payors. The current provision levei of 2.7% may increase if we encounier problems with our billing and collection process as
a result of sustained weakness in (he U.S. economy.

Operating income

Dialysis and related lab services operating income for 2009 increased by approximately $61 million 25 compared to 2008. The increase in the operating
income for 2009 as compared to 2008 was primarily due (o growth in the number of dialysis treatments, an incrense in the dialysis revenue pet treatment of
approximatcly 36 as described above. The dialysis and related lab scrvices operating income also increased as a result of certain cost contro] initiatives and
improved produetivity, but was ncgatively impacted primarily by higher labor and benefil costs, an increase in pharmaceutical costs and an increase in other
operating costs of our dialysis centers.

46

Spurce: DAVITA INC, 10-K, February 25, 2010 Powered by Morningsta * Dacumen! Resgarch ¥




Cc

Dialysis and related Iab services operating income for 2008 decreased by approximately $51 million as compared 10 2007. Opcrating income in 2007
included a valuation gain of $55 million on the Product Supply Agreement and $7 million of insurance setilemenis relating to Hurricane Katrina as discusscd
ahove. Excluding these items, operating income for 2008 would have increascd by approximately $11 million as compared to adjusted operating income for
2007, The increase in the operating income for 2008 as compared to adjusted operating income for 2007 was primarily due (o growth in the volumc of revenue
outpacing increases in ccrtain expenditurcs, However, operating income for 2008 was negatively aflected by certain significant items such as a decrense in our
dialysis revenue per treatment, lower intensitics of physician-prescribed pharmaceuticals, an increasc in labor costs and higher operating costs of our dialysis
cenlers primarily associated with the number of new centers that werc opened and from centers construcied but pending state and/or federal cenification, on
increasc in pharmaceutical costs (primarily heparin), and the abscnce of a Medicare rate increase.

Oiher—Ancillary services and strategic initlatives

Year ended
2409 2008 2007
_ {dollar nts rounded to nearest million)
Revenues _ _ . TV 5[ 28] 5 [134]
Scgment operating loss $ (18) $ (30) ] (48)

Net operating revenues
The ancillary services and strategic initiatives net eperating revenues for 2009 increased by approximately $72 million or 29,5% as compared to 2008,
primarily from growth in pharmacy services, VillageHcalth services and fram our infusion therapy services.

The ancillary services and siratcgic initiatives net operating revenues for 2008 increased by approximately $111 million or 82.7% as compared to 2007,
primarily from growth in pharmacy services, VillageHealth services, vascular access services and a full year of operations of our infusion therapy services which
we acquired in the third quarter of 2007

Operating expenses
Ancillary services and strategic initiatives operating expenscs for 2009 increased by approximately $60 million from 2008, primarily duc to an increase in
volume in our pharmacy business, an increase in labor and benefit costs, partially offset by lower professional fees.

Ancillary services and strategic initiatives operating expenses for 2008 increased by approximately $93 million from 2007, primarily due to an increase in
volumc in our phamacy business, an increase in fixed operating expenses, an increase in labor costs and a full year of operations of our infusion therapy
services, partially offset by lower professional fees in our VillageHealth business.

Operating loss
Ancillary services and strategic initiatives operating losses for 2009 decreased by approximately $12 million from 2008. The decrease in operating losses
was primarily due to volume growth in revenucs outpacing incrcascs in operating expenses, primarily associated with our pharmacy business and our
VillageHealth business, partially offset by an increase in operating losscs associated with certain new initiatives.

Ancillary services and strategic initiatives operating losscs for 2008 decrcascd by npproximately $18 million from 2007. The decreasce in operating losses
was primarily due to growth in revenues outpacing increases in operating expenses, primarily associated with our pharmacy business and our vascular aceess
services.
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Corporate level charges

Stock-based compensation.  Stock-based compensation of approximately $44 million for 2009 increased by approximately $3 million from 2008.
Stock-bascd compensation for 2008 increased by approximately $7 million from 2007, The increases in both periods resulted from an increase in the aggregate
guantity of grants that contributed expense to each of these years.

Debi expense.  Debt expensc for 2009, 2008, and 2007 consisted of interest expense of approximately $176 million, $235 million, and $243 million,
respectively, and amortization of deferrcd financing costs of approximately $10 miflion for cach year presented. Debt expense for 2007 also included the
write-off of approximately $4 million of deferred financing costs associated with the principal prepayments on our term loans. The decrease in interest expense in
2009 as compared 1o 2008 was primarily attributable to decreases in the LIBOR-based varisblc interest rates on the unhedged portion of our debt and the result of
lower notional amounts of fixed rate swap agreemerits that containcd higher rates. As of December 31, 2009, the notional amounts of our fixcd rate swaps were
approximately $389 million as compared to approximately $7%0 million at December 31, 2008, Our overall weighted average effective interest rate in 2009 was
4.86% as compared to 5.82% in 2008, The decrcase in intcrest expensc in 2008 as compared to 2007 was primerily altributable to decrcases in the LIBOR-based
varigble interest rates on the unhedged portion of our debt. Our overali weighted average interest rate in 2008 was 5.82% as comparcd to 6.49% in 2007,

Equity invesiment income.  Equity investment income was approximately $2.4 million in 2009 as comparcd to $0.8 million in 2008. The increase in
equity investment income in 2009 was primarily duc 1o an increase in the number of equity investments and improved profitability at several joint ventures,
Equity investment income in 2008 remaincd flat as compared to 2007.

Other income.  Other income was approximately $4 million, $i2 million, and $22 million in 2009, 2008, and 2007, respectively, and consisted principally
of interest income. The decrease in other income in 2009 was primarily the result of lower average interest rates, partially offset by higher average cash balances. -
The decerease in other income in 2008 as compared 10 2007, was primarily due to the fact that 2007 included gains on the sale of investments of approximatcly $6
miltion resulting from the sale of our investment in NxStage Medical Inc. and a decrease in interest rates as well as lower average cash and investment balances.

Provision for income taxes. The provision for income taxes for 2009 represcnted an effective annualized tax rate of 36.7%, compared with 35.9% and
36.4% in 2008 and 2007, respectively. The effective tax rate in 2008 was Jower primarily due fo nonrecurring tax benefiis associated with transactions oecurring
in 2008. We currcntly project the effective income ax rate for 2010 to be in the range of 36.5% 1o 37.5%.

Impairments and valuation odjustments. 'We perform impairment or valuation reviews for our properly and equipment, amonizablc intangible assets with
finite useful lives, equity investments in non-consolidated businesses, and our investments in ancillary services and strategic initiatives at least annually and
whencver a change in condition indicates that an impairment review is warmanted. Such changes include shifts in our business strategy or plans, the quality or
stracture of our relationships with our partners, or when a center experiences deteriorating operating performance. Goodwill is also asscssed at least annually for
possible valuation impairment using fair value methodologies. These types of adjustments are charged directly to the corresponding operating segment that
incurred the charge. No significant impairments or valuation adjustments were recognized during the periods presented.

Noncontrolling interests

Net income attributable to noncontrolling interests for 2009, 2008 and 2007 were approximately $57 million, 347 million and $47 million, respectively.
The increase in noncontrolling interests in 2009 was primarily due to an increase in new dialysis centers having minority partners and growth in the eamnings of
our cxisting dialysis joint ventures. The pereentage of dialysis and rclated lab services net operating revenucs gencrated from dialysis related joint ventures was
approximately 16% in 2009 compared to 15% in 2008.
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Accounts receivable .

Our accounts receivable balances at December 31, 2009 and 2008 represented approximately 68 and 70 days of revenuc, respectively, net of bad dcbt
allowance. The relative decrease in the days of net revenue in accounts receivable as of December 31, 2009 was a result of improved cash collcctions on current
outstanding balances. Accounts receivable balances of approximatcly 70 days of revenue is morc consistent with our past experience Icvels and expccted trends.

As of December 31, 2009 and 2008, approximately $201 million and $102 million in unreserved accounts reccivable, respectively, representing
approximately 18% and 9% of our total accounts receivable halance, respectively, were more than six months old. During 2009, we expericnced delays in cash
collections from ceriain government payors and certain commercial payors. We anticipate that we will collect these outstanding balances since we believe the
dclays in collcctions relate primarily to the timing of payors processing our claims for payment. There were no significant unreserved balances over one year old,
Less than 2% of our treatments are classificd as “patient pay”. Substantiaily all revenue realized is from government and commercial payors, as discusscd ahove.

Amounts pending approval from third-party payors as of December 31, 2009 and 2008, other than the standard monthly billing, consisted of approximately
$46 million and $39 million, respectively, associated with Medicare bad debt claims, classified as “other receivables™. Currently, our Medicare bad debt claims
arc typically paid to us before the Medicare fiscal intermediary audits the claims. However, the payment received from Medicare is subject to adjustment based
upon the actual results of the andits. Such audits typically occur one to four years after the claims are fled. As a kidney dialysis provider, our revenue is not
subject to cosi eport settlements, cxcept for potentially limiting the collectibility of these Medicare bad debt claims.

Liquidity and eapital resources

Available liguidity. As of December 31, 2009, our cash balance was $539 million and we had undrawn credit under our Senior Secured Credit Facilitics
totaling $250 million, of which approximatcly $52 million was commitied for outstanding letlers of credit. We believe that we will have sufficient liquidity,
operating cash flows and access to borrowings to fund our scheduled debt service and other obligations for the foresceable future. Our primary sources of
liquidity arc cash from opcrations and eash from borrowings.

Cash flow from operations during 2009 amounted to $667 million, compared with $614 million for 2008. Cash flow from operations in 2009 included cash
interest payments of approximately $186 million and cash tax payments of $162 million. Cash flow from operations in 2008 included cash interest payments of
$223 million and cash tax payments of $163 million.

Non-operating cash outflows in 2009 included $275 million for capital assct expenditurcs, including $161 million for new center developments and
relacations, and $114 million for maintenance and information technology. We also spent an additional $88 mitlion for acquisitions. During 2009, we also
received $33 million from the maturity and sale of investments, However, these proceeds were either used to repurchase other investments or were used to fund
dismibutions from our deferred compensation plans. In addition, we reccived $75 million ussociated with stock option exercises and other share issuances and the
related excess tax benefits. We also made distributions 1o noncontrolling interests of $68 million, and received contributions from noncontrolling intercsts of $13
million associated with new joint ventures and from additional equity contributions. We also repurchased 2.9 million shares of eur common stock for
approximately $154 million,

Non-operating cash outflows in 2008 included $318 million for capital assct expenditures, including $213 million for new center developments and
relocations end $105 million for maintenance and information technology. We also spent an additional $102 million for acquisitions. During 2008, we also
received $43 million from the maturity and sale of investments. Howcver, these procecds were either uscd to repurchase other investments or were used to fund
distributions from our deferred compensation plans, In addition, we received
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$48 million associated with stock option excrcises and other share issuances and related excess tax benefits. We also made distributions to noncontrolling
interests of $59 million and received contributions from noncontralling interests of $19 million associated with new joint ventures and from additional equity
contributions. We also repurchascd 4.8 million shares of our common stock for approximatcly $233 million.

During 2009, we acquired a total of 19 dialysis centers, opened 78 new dialysis centers, sold or closed eight centers, merged 16 centers into other existing
centers, made equity investments in six centers and added two centers under management and administrative service agreements. During 2008, we acquired a
total of 20 dialysis centcrs, opened 86 new dialysis centers, sold or closcd ninc centers, merged cight centers into other existing centers, ccased operations at one
joint venture in which we owned an cquity investment and added a net two cenlers under managemcnt and administrative service agreements.

We currently expect to spend approximately $125 million for general mainienance capital assct expenditures in 2010, and approximately $250 miilion for
new center development, rclocations and center acquisitions depending upon the availability of certain projects and sufficicnt project retums which docs not
include any potential expenditures for our new corporate headquarters. We expect to generate approximaiely $675 million to $725 million of operating cash flow
in 2010, Our actual expenditures for growtih and cash flows in 2010 could vary significantly from these expected amounts.

2009 capital structure changes and other items
Our Senior Secured Credit Faeilities are guaranteed by substantially all of our direct and indircet wholly-owned subsidiaties and are secured by
substantially all of our and our subsidiary guarantors’ assets. The Senior Securcd Credit Facilitics also contain customary affirmative and negative covenants and
require complionce with financial covenants, including an interest rate covcrage ratio and a leverage ratio that determines the interest rate margins on our term
Yoah A and our revolving linc of credit. The Senior Secured Credit Facilities in general also contain limits on the gencral amount of capital expenditures for
internal growlh, acquisitions and capital improvements, as described below, as well as limits on the amount of tangible nct assets in non-guarantor subsidiartes.

Term Loan A

During 2009, we made mandatory principal payments totaling $61.3 million on our term loan A. As a result of these principal payments, the outstanding
balance on term foan A as of December 31, 2009 was $153.1 million and bore interest at LIBOR plus a margin of 1,50%, for an overall weighied average
effcctive rate of 1.74%. The interest rate margin is subject to adjustment depending upon certain financial conditions and could range from 1.50% to 2.25%.
Term loan A malturcs in October 2011 and requires annwal principal payments of $87.5 million in 2010 and $65.6 million in 2011, respectively.

Term Loan B

As of Decembet 31, 2009, the outstanding balance of our term loan B was $1.7 billion and bore interest at LIBOR plus a matgin of 1.50% for an overall
weighted average effective rate of 2.66%, including the impact of our swap agreements. We did not make any principal payments on term Joan B during 2009,
nor were we required to. Term loan B matures in October 2012 and requires principal payments of $1.7 billion in 2012,

Senior and Senior Subordinated Notes

Our senior and senior subordinated notes, as of December 31, 2009, consisted of $900 million of 6 3/8% senior notes due 2013 and $850 miltion of 7 lay,
senior subordinated notes due 2015. The notes arc guaranteed by substantially all of our direct and indirect wholly-owned subsidiaries and require sermi-annuoal
intercst payments in March and September. We may redecm some or all of the senior notes at any time on or afier March 15, 2009 and somc or all of the senior
subordinated notes at any time on or after March 15, 2010,
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Interest rate swaps

As of December 31, 2009, we maintained a total of eight intcrest rate swap agreements, with amortizing notional amounts totaling $38% million. These

aprecments had the economic effect of modifying the LIBOR-based variable intcrest rate on an equivalent amount of our debt to fixed rates ranging from 3.88%
to 4.70%, resulting in an overall weighted average effective intcrest rate of 5.78% on the hedged portion of our Senior Secured Credit Facilitics, including the
term loan B margin of 1.50%. The swap agreements expire in 2010 and require quarterly interest payments. During 2009, 2008, and 2007 we accrued net cash
(obligations) benefils of approximately ($17.3) million, ${4.2) million, and $14.5 million, respectively, from these swaps, which are in¢luded in debt expense.
We estimate that approximately $8.9 million of existing unrealized pre-tax losses in other comprehensive income at December 31, 2009 will be reclassificd into
income in 2010. As of December 31, 2009 and 2008, the total fair value of these swaps were liabilities of $10.8 million and $21.9 million, respectively. The 2009
amount was included in other cuzrent liabilities. The 2008 amount was primarily included in other Jong-term liabilities. Alse during 2009, we recorded
approximately $8.0 mitlion, net of tax, as an increase to other comprehensive income for amounts reclassified into income, nct of swap valvation losses. In 2008,
we recorded $10.4 million, net of tax, as reductions to other comprehensive income for swap valoation losses, net of amounts reclassified into income.

As of December 31, 2009, the interest rates were economically fixed on approximately 21% of our variable rate debt and approximately 5% of our total
debt. '

As a result of the swap agreements, our overall weightcd average effective interest rate on the Scnior Secured Credit Facilities was 2.63%, based upon the
current margins in effect of 1.50%, as of December 31, 2009.

Our overall weighted average effective interest rate in 2009 was 4.86% and as of December 31, 2009 was 4.68%.

Stack repurchases
-During 2009, we repurchased a total of 2,902,619 shares of our commaon stock for $153.5 million, or an average pricc of $52.88 per share, pursuant to
previously announced authorizations by the Board of Directors, On November 3, 2009, we announced that our Board of Directors authorized an increase of an
additional $500 million of share repurchases of our common stock. As a result of these transactions the total outstanding authorization for share repurchases as of
December 31, 2009 was $500 million. We have not repurchased any additional shares of our common stock from January 1, 2010 through February 25, 2010.
This stock repurchase program has no expiration date.

Stock-based compensation
Stock-based compensation recognized in a period represents the amortization during that period of the estimated grant-date fair value of stock-bascd
awards over their vesting terms, adjusied for expected forfeitures. Shares issued upon exercise of stock awards are generally issued from shares in treasury. We
have utilized the Black-Scholes-Merton valuation model for estimating the grant date fair value of stock options and stock-settled stock appreciation rights
grated in ali prior periods. During 2009, we granted 4,211,840 stock-settled stock appreciation rights with a grant-date fair value of $50.9 million and a
weighted-average cxpected life of approximately 3.5 years, and also granted 48,135 stock units with a grant-date fair value of $2.6 million and a
weighted-average expected lifc of approximately 2.5 years.

For the years ended Diecember 31, 2009 and 2008, we recognized $44.4 million and $41.2 million, respectively, in stock-based compensation expense [or
stock options, stock-settled stock appreciation rights, stock units and discounted employee stock plan purchascs, which is primarily included in gencral and
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administrative expenscs. The estimated 1ax benefits recorded for this stock-bascd compensation in 2009 and 2008 were $16.8 million and $15.6 million,

respectively. As of December 31, 2009, there was $80.0 million of total estimated unrccognized compensation cost related to nonvested stock-based
compensation arrangements under our cquity compensation and stock purchasc plans. We expect to recognize this cost over a weighted average remaining period
ol 1.4 years.

During the years ended December 31, 2009 and 2008, we reccived $63.7 million and $35.6 million, respectively, in cash procceds from stock option
cxercises and $18.2 million and $14.0 million, respectively, in fotal actual tax benefits upon the exercise of stock awards.

2008 capital structure changes
Term Loan A

During 2008, we made mandatory principal payments totaling $14.9 million on our term loan A. As a result of these principal payments, the outstanding
balance an term loan A as of December 31, 2008 was $214.4 million und bore interest at LIBOR plus a margin of 1.50%, for an averall weighted average
cifective rate of 1.97%. The interest rate margin is subject to adjustment depending upon certain financial conditions and could range from 1.50% to 2.25%.

Terns Loan B
As of December 31, 2008, the outstanding balance of our term loan B was $1.7 billion and bore interest at LIBOR plus a margin of 1.50% for an overail
weighted average cfective rate of 3.63%, including the impact of our swap agrecments. We did not make any principal payments on term loan B during 2008,
nor were we required to.

Senior and Senior Subordinated Notes
Our senior and senior suberdinated notcs, as of December 31, 2008, consisted of $900 million of 6 /8% senior notes due 2013 and $850 million of 7 '#4%
senior subordinated notes duc 2015. The notes are guarantecd hy substantizlly all of our direet and indirect wholly-owned suhsidiarics and require semi-annual
interest payments in March and Scptember. We may redeem some or all of the senior notes at any time on or after March 15, 2009 and some or all of the senior
subordinated notes at any time on or after March 15, 2010.

Stock repurchases

During 2008, we repurchased a total of 4,788,881 shares of our common stock for $232.7 million, or an average price of $48.59 per share, pursuant to
previously announced authorizations by the Board of Directors. On May 1, 2008, our Board of Directors authorized an increase of an additional $143.5 million of
sharc repurchases of our commeon stock. As a result of these transactions the total outstanding authorization for share repurchases as of December 31, 2008 was
$153.5 million. This stock repurchase program had no expiration date.

Intercst rate sweps

As of Decemher 31, 2008, we maintained a total of nine interest rate swap agreements, with amortizing notional amounts totaling $790 million. Thesc
agreements had the economic cffect of modifying the LIBOR-based variable interest rate on an equivalent amount of cur deht 1o fixed rates ranging from 3.08%
to 4.27%, resulting in a weighted average effective interest rate of 5.54%, on the hedged portion of our Scnior Secured Credit Facilitics, including the term loan
B margin of 1.50%.

As of December 31, 2008, the interest rates were economically fixed on approximately 4 1% of our variable rate debt and approximatety 69% of our tolal
debt,
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As a result of the swap agreements our overall weighted average effective interest rate on our Senior Secured Credit Facilitics was 3.48%, based upon the
current margins in effect of 1.50%, as of December 31, 2008.

At December 31, 2008 our overall weighted average effective interest rate was 5.10%.

Ofl-balance sheet nrrangements and aggregate contractual obligations

1n addition to the debt obligations reflected on our balance sheet, we have commitments associated with operating leases and letters of credit as well as
potential obligations associated with our ¢quity investments and to dialysis centers that are wholly-owned by third partics. Substantially all of our facilities are
leased. We have polential acquisition obligations for scveral joint ventures and for some of our non-wholly-owned subsidianes in the form of put provisions.
These put provisions, if exerciscd, would require us to purchase the third-party owners’ noncontrolling interests at cither the appraised fair market value or a
predetermined multiple of earnings or cash flow attributable to the nonconirolling intercsts put to us, which is intended to approximate fair value. The
methodology we use to estimate the fair value of the noncontrolling interests subject to put provisions assumes either the higher of a liguidation valuc of net
assets or an average multiple of carnings, bascd on historical carnings, patient mix and other performance indicators, as well as other fuctots. The estimate of the
fair values of the noncontrolling intercsis subject to put provistons is a critical accounting estimate that involves significant judgments and assumptions and may
not be indicative of the actual values at whieh the noncontrolling interests may ultimately be settled, which could vary significantly from our current estimates.
The estimated fair values of noncontrolling intercsts subject to put provisions can also fluctuate and the implicit multiple of camings at which these
noncontrolling interests obligations may be settled will vary depending upon market conditiens including potential purchasers’ access to the capital markets,
which can impact the level of competition for dialysis and non-dialysis related businesses, the economic performance of these businesses and the restricted
marketability of the third-party owners’ noncontrolling interests. The amount of noncontrolling interests subject to put provisions that contractually employ a
predetermined multiple of earnings rather than fair valuc are immaterial. For additional information see Note 22 to our consolidated financial staiements.

We also have potentinl cash commitments to provide operating capital advances as needed to scveral other dialysis cenlers that are wholly-owned by third
parties or centers in which we own an equity investment, as well as to physieian—owned vascular access clinics that we operate under management and
adminisirative scrvices agreemenis,

The following is a summary of these contractyal obligations and commitments as of December 31, 2009 (in millions):

Less Than 2.3 45 Aflter
1 year years YEArs 5 years Totul
Scheduled payments under contractual obligations:
Long-term debt $ w0 S$1,774 $§ %01 5 850 5 3,625
Interest payments on senior and senior subordinated notes 121 243 153 k]| 548
Capital leasc obligations ) — 2 i .02 5
216 374 283 439 1,312

Operating Jeases

$ 437 $2393 $1338 0§ 1322 § 5490

Potential cash requirements under existing commitments:

Letters of eredit $ 52 8 — 5 — 5 — 5 52
Noncontrolling interesis subject to put provisions 169 56 52 55 332
Pay-fixcd swaps potential obligations 11 — — —_ In
Operating capital advances 7 - —- — 7
Income tax liabilities (or unrecognized tax benefits 19 — — —_ 19

$ 258 § 56 § 52 0§ 55 % 421
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Not included above are interest payments related (o our Senior Secured Credit Facilities. Qur Senior Secured Credit Facilities as of December 31, 2009
bear interest at LIBOR plus current margins of 1.50%. The term loan A and the revolving line of eredit arc adjustable depending upon our achicvement of cerlain
financial ratios. At December 31, 2009, our Secnior Sceured Credit Facilities had an overall weighted average effective interest rate of 2.63%, including the
efects of our swap agrecments. Interest payments are duc at the maturity of specific debt tranches within each term loan, which can rangc in maturity from one
month fo twelve months. Future interest payments will depend npon the amount of mandatory principal payments and principal prepayments, as well as changes
in the LIBOR-bascd intcrest rates and changes in the intcrest rale margins. Assuming no principal prepayments on our Senior Sccured Credit Facilities during
2010 and no changes in the effective interest rate, including the interest rate margin, approximatety $49 million of interest would be required to be paid in 2010.

The pay-fixed swap obligations represent the estimated fair market values of our intercst rale swap agreements as reported by various broker dealers that
are based upon relevant observable market inputs as well as other current market conditions that existed as of December 31, 2009, and represent the estimated
potential obligation that we would be required to pay based upon the cstimated future settlement of cach specific tranche within the swap agreements. The actual
amount of our obligation associaled with these swaps in the future will depend upon changes in the LTBOR-based interest rates that can Muctuate significantly
depending upon markct conditions, and other relevant factors that can affect the fair matkct value of these swap agreements.

In addition to the above commitments, we arc obligated to purchase a certain amount of our hemodiatysis products and supplics at fixed prices through
2015 from Gambro Renal Products, Inc. in eonnection with the Product Supply Agreement. Qur total expenditures for the years ended December 31, 2009 and
2008 on such products werc approximately 2% of our total operating costs in each year, In January 2010, we entered into an agreemend with Fresenius which
committed us to purchase a certain amount of dialysis cquipment, panis and supplies from them through 2013

The actual amount of purchases in future years from Gambro Renal Products and Fresenius will depend upon a number of factors, including the opcrating
requirements of our centers, the number of centers we acquire, growth of our existing centers, and in the case of the Product Supply Agreement, Gambro Renal
Producis’ ability to meel our needs.

Settlcments of approximatcly $15 million of existing income tax linbilities for unrecognized tax benefits are excluded from the above table ns reasonably
rcliable estimates of their timing cannot be made.

Contingencies
The information in Note 16 of the Notes to Consolidated Financial Statements of this report is incorporated by reference in response to this item.

Critical accounting estimates and judgments

Our consolidaied financial slatements and accompanying notes are prepared in accordance with United States generally accepted accounting principles.
These accounting principles requirc us to makc estimates, judgments and assumptions that affcct the reported amounts of revenues, cxpenses, assets, liabilities,
and contingencies, All significant estimatcs, judgments and assumptions are developed based on the best information available to us at the time madc and arc
regularly reviewed and updated when necessary. Actual results will generally differ from thesc estimates. Changes in estimates arc reflected in our financial
statements in the period of change bascd upon on-going actual expericnce trends, or subsequent scitlements and realizations depending on thc nature and
predictability of the cstimates and coniingencies. Interim changes in estimates are applicd prospectively within annual periods. Certain accounting cstimates,
including those conceming revenuc recognition and accounts receivable, impairments of long-lived asscts, nccounting for income taxes, quarterly
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variablc compensation accruals, purchase accounting valuation estimates, fair value estimates and stock-based compensation are considered to be critical to
cvaluating and understanding our financial results because they involve inherently uncertain matters and their application requires the most difficult and complex

judgments and ¢stimates.

Revenwue recognition and accounis receivable.  There are significant estimating risks associated with the amount of revenue that we recognize in a given
reporting petiod. Payment rates arc oflen subject to significant uncertainties related to wide voriations in the coverage terms of the commercial healtheare plans
under which we receive payments. In addition, ongoing insurance coverage changes, geographic coverage diflerences, differing interpretations of contract
coverage, and other payor issues complicate the billing and collection process. Net revenue recognition and allowances for uncollectible billings requisc the use
of estimaics of the amounts that will ultimatcly be realized considering, among other items, retroactive adjustments that may be associated with regulatory
reviews, audits, billing revicws and other matters.

Revenues associated with Medicare and Medicaid programs are recognized based on (a) the payment rates that are established by statute or regulation for
the portion of the payment rates paid by the government payor (e.g., 80% for Medicare paticnis) and (b) for the portion not paid by the primary government
payor, the estimatcd amounts that will ultimately be collectible from other govemment programs paying secondary coverage (¢.g., Medicaid secondary
coverage), the patient’s commercial health plan secondary coverage, or the patient.

Commercial healthcare plans, including contracted managed-care payors, are billed at our usual and customary rates; however, revenue is recognized
bascd on estimated net realizable revenue for the services provided. Net realizable revenuc is estimated based on contractual terms for the patients under
henlthcare plans with which we have formal agreements, non-contracted healthcare plan coverage terms il known, estimated secondary collections, historical
collection expericnce, historical trends of refunds and payor payment adjustments (retractions), inefficiencics in our billing and collection processes that can
result in denied claims for payments, slow down in collections, a reduction in the amounts that we expect to collect and regulatory compliance issues.
Detenmining applicable primary and secondary coverage for our more than 118,000 paticnls at any point in time, together with the changes in patient coverages
that occur cach month, requires complex, resource-intensive processes. Collections, refunds and payor retractions typically continue to occur for up to three ycars
or longer after services are provided.

We generally expect our range of dialysis and relatcd lab services revenues estimating risk to be within 1% of its revenue, which can represent as much as
6% of consolidated operating income. Changes in estimates are reflected in the then—current financial statements based on on-going actual expcrience trends, or
subsequent seltlements and realizations depending an the nature and predictability of the estimates and contingencies. Changes in revenue estimatcs for prior
periods are separately disclosed and reported if material to the current reporting period and longer term trend analyses, and have not been significant.

Lab service revenues for current period dates of services are recognized at the estimated net realizable amounts {o be reccived,

Impairments of long-lived assets. We account for impairments of long-lived assets, which includc property and cquipment, equity investments in
non-consolidated businesses, amortizable intangible assets with finite useful lives and goodwill, in accordance with the provisions of applicable accounting
guidance. Impairment reviews arc performed at lcast annually and whenever a change in condition occurs which indicates that the carrying amounts of assets
may not be recoverable.

Such changes include changes in our business strategics and plans, changes in the qualiry or structurc of our relationships with our partners and
deteriorating operating performance of individual dialysis centers or other operations. We usc a varicfy of factors to assess the realizable value of asscts
depending on their nature and use. Such assessmenis arc primarily based upon the sum of expecled future undiscounted net cash flows aver the
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expected period the asset will be utilized, as well as market values and conditions. The computation of expecied future undiscounted nct cash flows can be
complex and invelves a number of subjective assumptions. Any changes in these factors or assumptions could impact the assessed value of an assct and result in
an impairment charge equal to the amount by which its carrying value exceeds its actual or estimated fair value,

Aceounting for income taxes. We estimate our income tax provision to recognize our tax expensc for the current year, and our dcferred tax liabilitics and
assets for future tax consequences of events that have been recognized in our financial statements, measured using enacted tax rates and laws expected o apply in
the periods when the deferred tax liabilities or assets are expected 1o be realized. We arc required to asscss our tax positions on a more-likely-than-not criteria and
to also detcrmine the actua! amount of benefit to recognize in the financial statements, Deferred tax asscts are asscssed based upon the likelikood of
recoverability from future taxable income and, to the extent that recovery is not likely, a valuation allowance is established. The allowance is regularly reviewed
and updated for changes in circumstances that would cause a change in judgment about the realizability of the related deferred tax assets. These calculations and
assessments involve complex estimmates and judgments because ihe ultimate tax outcome can be uncertain and future events unpredictable.

Variable compensation accruals.  'We estimate variable compensation accruals quarterly based upon the annual amounts expeeted to be earned and paid
out resulling from the achievernent of certain teammate-specific and/or corporaie financial and operating goals. Our estimates, which include compensation
incentives for bonuscs, and other awards, are updated periedically based on changes in our economic condition or cash flows that could ultimatcly impact the
actual final award, Actual results reflected in each fiscal quarter may vary due to the subjectivity involved in anticipating fulfillment of specific and/or corporate
poals, as well as the final determination and approval of amounis by our Board of Directors.

Purchase accounting valuation estimates. 'We make various assumptions and cstimates regarding (he valuation of tangible and intangible asscts,
liabilities and contractual as well as non-contractual contingencies associated with our acquisitions. These assumptions can have a materiad effect on our balance
sheet valuations and the related amount of depreciation and amortization cxpense that will be recognized in the future. Long-lived langible and intangible assets
are subjcct to our regular ongoing impainnent assessments,

Fair value estimates.  'We have recorded certain assets, liabilities and noncontrelling interests subject to put provisions at fair valuc. The FASB defines
fair value which is measured based upan certain valuation techniques that include inputs and assumptions that markct participants would use in pricing assets,
liabilitics and noncontrolling interests suhject to put provisions. We have measured the (air values of our npplicable asscts, liabilities and nencontrolling intcrests
subject to put provisions based upon certain market inputs and assumptions that are cither observablc or unobscrvable in determining fair values and have also
classificd these assets, liabilities and noncontrolling interests subject Lo put provisions into the appropriate fair value hierarchy levels. The fair value of our
investmens available for salc are based upon quoted market prices from active markets and the fair value of our swap agreemenits ere based upon valuation
models and a variety of techniques as reported by various broker dealets that are based upon relevant observable market inputs such as current interest rates,
forward yicld eurves, and other credit and liquidity market conditions. For our noncontrolling interests suhject 10 put provisions we have estimated the fair values
of these based upon cither the higher of a liquidation value of net assets or an average multiple of earnings based on historical camings, patient mix and other
performance indicators, as well as otber factors. The estimate of the fair values of the nencontrolling interesis subject to put provisions involves significant
judgments and assumptions and may not be indicative of the actual values at whick the noncontrolling interests may ultimately be sctiled, which could vary
significantly from our current estimates. The estimated fair valucs of the noncontrolling intercsts subject to put provisions ¢an also fluctuate and the implicit
multiple of eamings at which thesc noncontrolling inlercsts obligations may be settled will vary depending upon markcet conditions including potential
purchasers’ access to the capital markets, which can impact the tevel of competition for dialysis and non-dialysis related businesses, the economic performance
of these businesses and the restricted marketability of the third-party owners’ noncontrolling interesis.
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Stock-based compensation. Stock-based compcensation recognized in a period represents the amortization during that period of the cstimaicd grant-date
fair value of stock-based awards over their vesting terms, adjusted for expected forfeitures. Stock-based compensation recognized in our conselidated financial
statements for the years ended December 31, 2009, 2008 and 2007 include compensation cosis for stock-bascd awards granted prior to, but not fully vested as of
December 31, 2006, and stock-based awards granted thercaftcr. We estimate the erant-datc fair value of stock awards using complex option pricing models that
rely heavily on estimates from us about uncertain future cvents, including the cxpecied term of the awards, the expected future volatility of our stock price, and
cxpected future risk-free interest rates.

Significant ncw accounting standards

On June 29, 2009, the Financial Accounting Standards Board (FASB) established the FASB Accounting Standards Codification (Codification) as the
single source of authoritative U.S. generally accepted aceounting principles {(GAAP) for all nongovernmenial entities. Rules and intcrpretive relezses of the
Securities and Exchange Commission {SEC) arc also sources of authoritative 17.5. GAAP for SEC registrants. The Coedification does not change U.S. GAAP but
takes previously issued FASB standards and other U.S. GAAF authoritative pronouncements, changes the way the standards arc referred to, and includes them in
specific topic arces. The Codification is clcctive for financial statements issued for interim and annual periods cnding after September 15, 2009. The adoption of
the Codification did not have any impact on our consolidated finaneial statemnents.

Effective for our first annual reporting period that begins after November 15, 2009, the FASE is eliminating the quantitative approach previously required
for determining the primary beneficiary of a variable interest entity, and requiring additional disclosurcs about ar enterprise’s involvement in variable intercst
entitics. An enterprise will be required to perform an analysis fo determine whether the enterprise’s variable interest or interesis give it a controlling financial
interest in a variable interest entity by having both the power to dircct the activities of a variablc interest entity that most significantly impact the entity’s
economic performance and the obligation to absorb losses of the entity, or the right to receive benefits from the entity. In addition, the FASB is establishing new
guidance for determining whether an entity is a varinble interest entity, requiring an ongoing reassessment of whether an enterprise is the primary beneficiary of a
variable interest entity, and adding an additional reconsideration event for determining whether an entity is a variable interest entity when any changes in facts
and circumstances occur such that the holders of the equity investment at risk, as a group, lose the power from voting rights or similar righis concemning those
investments to dircct the activities of the cntity that most significantly impact the entity’s economic performance. We are currently in the process of assessing the
cxpected impact of this standard on our consolidated financial statements,

Effective May 28, 2009, the FASB issued requirements relating to the accounting for and disclosure of events that ocour after the balance sheet date but
before financial statcments are issued or are availahle to be issued. These requirements set forth the period afier the balance shect date during which management
of a reporting entity should evaluate cvents or transactions that may occur for potential recognition or disclosure in the financisl statements, the circumstances
under which an ctity should recognize events or transactions occuering afler the balance sheet date in its financial statements, and the disclosures that an entity
should make about events or transactions that occurred after the balance sheet date. These requirements do not apply to subsequent events or transactions that are
within the scope of other applicable principles of GAAP that provide different guidance on the accounting treatment for subsequent evenis or transactions, These
requirements were effcctive for interim and annual periods ending after June 15, 2005. See Note 1 to the consolidated financial siatements for funther details.

Effcctive January 1, 2009, we are required to provide enhanced disclosures about our derivative and hedging activities. We are required 1o provide
additional disclosures about (a) how and why we use derivative instruments, (b) how derivative instrumenis and related hedged items are accounted for, and
{¢) how derivative instruments and related hedged itcms affect our financial position, financial performance, and cash flows. These requircments did not have a
material impact on our consolidated financial statements, Sce Note 13 to the consolidated financial statements for the disciosure of these items.
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Effcctive January 1, 2009, we arc required to treat noncontrolling interesis as a separaic compaonent of equity, but apari from our cquity, and not &5 a
liability or other item outside of equily. We are also required to identify and present consnlidated net income atiributahle to us and to noncontrolling intercsts on
the face of the consolidated statement of income. Previously, we had reporied minority intercsts {noncontrolling interests) as a reduction to operating income. In
addition, changes in our ownership intercst while we retain a controlling financial interest should be accounted for as equity transactions. We were also required
to expand disclosures in the financial statements to include a reconcilintion of the beginning and ending balances of the cquity artributable to us and the
noncontrolling owners and a schedule showing the effects of changes in our ownership interest in a subsidiary on the equily attributable 10 us. This change did
not have a material impact on our consolidated financial statements; however, it did change the presentation of minority interests (noncontrolling interests) in our
consolidated financial statcments. In conjunction with adopting these requirements, we are required to classify securities with redemption features that are not
solely within our control such as our noncontrolling intercsts that are subject to put provisions outside of permanent equity and to measure these noncontrolling
interesis at fair valuc. See Note 22 ta our consolidated financial statements for further details. The consofidated financial statements have been recast for all prior
periods presented for the retrospective application of these prescntation and disclosure requirements.

All business combinations consummated after January 1, 2009, are required to be accounted for under the acquisition method (previously referred to as the
purchase mcthod). Under the acquisition method, the acquirer recognizcs the assets acquired, the liabilities assumed, contractual contingencics, as well as any
noncontrolling intcrests in the acquirce at their fair values at the acquisition date. Noncontractual contingencies arc recognized at the acquisition datc at their fair
values only if it is more likety than not that they meet the definition of an asset or a liability. Transaction costs are excluded from the acquisition cost and are
expensed as incurred. Any contingent consideration included by the acquirer 25 part of the purchase price must also be measured at fair value at the acquisition
date and is classificd as either equity or a liability. A company that obtains contral but acquires less than 100% of an acquiree is required to record 100% of the
fair value of the acquiree assets, liabilitics, and noncontrolling interests at the acquisition date. The adoption of these requirements did not have a material impact
on our consolidated financial statcments.

In December 2008, the FASB required puhlic entities to provide additionat disclosures about transfers of financial asseis and required public enterprises to
ptovide additional disclosures about their involvement in variable interest entitics and certain special purpose entities. Because these requirements impact
disclosures and not the accounting treatment lor transfers of financial assets and intercsts in variablc interest entities, these requircments did not impact our
financial condition or resulis of operations.

Effective January 1, 2008, the FASB established a framework for measuring fair value and also required additional disclosures about fair value
measurcments. These requirements applied to assets and liabilities that arc carried at fait value on o recurring basis. Effective Janvary 1, 2009 the FASB issued
additional rcquirements relating 1o nonfinancial assets and liabilitics that are not recognized or disclosed at fair value in the financial statemenis on a rccurming
basis (at least annually), See note 23 1o our consolidated financial statcments for the impact of these requirements. The adoption of these requirements relating to
nonfinancial assets and liabilitics did not have a material impact on our consolidated financial statements.

Effective January 1, 2008, the FASB allows companics the aliernative to measure cerlain financial assets and tabilities at fair value on an
instrument-by-instrument basis that ere currently not required to be measured at fair value, This provision is elso designed to reduce the volatility in camings
caused by measuring related assets and liabilities differentty and establishes presentation and disclosore requirements designed to (acilitale comparisons between
companics that choose different measurement attributes for similar types of assels and liabilities. The adoption of this provision did not have a material impact on
our consolidated financial statements.
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liem TA. Quantitative and Qualitative Disclosures about Market Risk.

Interest rate sensitivity
The tables below provide information about our financial instruments that are sensitive to chenges in interest rates. For our debt obligaiions the 1able

presents principal rcpayments and current weighted nverage interest rates on our debi obligations as of December 31, 2009, The variable rates presented reflect
the weighted average LIBOR rates in effcct for all debt tranches plus margins in effect at the end of 2009 including the cconomic effects of our swap agreemenis.
Term loan A and revolving line of credit interest rate margins are subject to adjustment depending upon changes in certain of our financial ratics including a
leverage ratio. The margins currently in effect at December 31, 2009 were 1.50% on all of the outslanding balanecs under our Senior Sccured Credit Facilities.
For our interest rate swap agreements, the table below presents the notional amounts by contract matwrity date and the related interest rate terms of the
agrecments (to pay fixed rates, and 1o receive LIBOR).

Expected maturify date Average
2010 2011 012 2013 2014  Thereofter Fair interest
Total Value rate

(dellars In milltons)
Long-term debt:

Fixed ratc $ 2 8 1% i $51 85 1 % 852 $ 1,758 $ 1,765 6.88%
Variable rate $ 98 $ 67 $1,707 §5— $— § — $ 1,872 5 1.829 2.62%
Notional Contract maturity date Pay Receive Fair
amount 2010 0mn 2012 2013 2014 fixed variabls value
{dollars in millions)
Swaps:
Pay-fixed swaps $ 3% $39 § — $— $— 8 — 3.88% to 4.70% LIBOR § (10.8)

Our Senior Sccurcd Credit Facilities, which include the term loan A and the ten loan B, consist of various individual tranches that can range in maturity
from one month to twelve months and each specific tranche bears interest at a LIBOR rate that is determined by the maturity of that specilic tranche plus an
interest ratc margin, which is currently 1.50% at December 31, 2009. LIBOR-based intercst ratcs are reset as cach specific tranche matures and a ncw tranche is
re-established and cun Muctuate significantly depending upon markct conditions including the credit and capital markets. Any incrcase in the LIBOR-bascd
interest rates on the unhedged portion of obr Senior Secured Credit Facilitics, which totaled approximately $1.5 billion as of December 31, 2009 will have &
ncgative impact on our overall camings.

As of December 31, 2009, we maintained a tatal of eight interest ratc swap agrecmenis, with amortizing notional amounts totaling $389 million. These
agreements had the economic effect of modifying the LIBOR-bascd variable interest rate on an cquivalent amount of our debi to fixed rates ranging from 3.88%
to 4.70%, resulting in an averall weighted average effective interest rate of 5.78% on the hedged portion of our Scnior Secured Credit Facilities, including the
term loan B mazgin of 1.50%. The swap agreements expire in 2010 and require quarterly interest payments. During 2009, we accrucd net cash obligations of
$17.3 miltion from these swaps, which arc included in debi expense. As of December 31, 2009, the total fair value of these swaps was a liability of 510.8 million.
During 2009, we recorded 8.0 million, net of tax, &s an increasc to other comprehensive income for amounts reclassifted into income, net of swap valuation
losses.

As of December 31, 2009, the intercst rates were economically fixed on approximately 21% of our variablc ratc debt and approximately 59% of our total
debt.

As a result of the swap agreements, our overall weighted average effective interest rate on the Scnior Secured Credit Facilitics was 2.63%, based upon the
currcnt margins in effect of §.50% as of Deccmber 31, 2009.
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c
Our overall weighted average effective interest rate in 2009 was 4.86% and as of December 31, 2009 was 4.68%.

One means of assessing exposure to debt-related interest ratc changes is a duration-based analysis that measures the potential loss in net income resulting
from a hypothetical increase in interest rates of 100 basis points across all vaniable rate maturities (referred to as a “parallel shill in the yield curve™). Under this
mode], with all else constant, it is estimaied that such an increasc would have reduced net income by approximately $8.5 million, $7.1 million, and $5.5 mitlion,
net of tax, for the years ended December 31, 2009, 2008, and 2007, respectively.

Exchange rate sensitivity
We arc currently not exposcd to any foreign currency exchange rate risk.

Item 8. Financial Statements and Supplementary Data.
Sce the Index to Financial Statements and Index to Financial Statement Schedules included at “Item 15. Exhibits, Financial Staternent Schedules.”

Item 9. Changes in and Disagreements with Acconntants on Accounting snd Financial Disclosure.

None.

Item 9A. Controls and Procedures.

Management has established and maintains disclosure controls and procedures designed to ensure that information required to be disclosed in the reports
that it filcs or submits pursuant o the Securities Exchange Act of 1934, as amended, or Exchange Act, is recorded, processed, summarized and reported within
the time periods specified in the Securities and Exchange Commission’s rules and forms, and that such information is accumulated and communicated to our
management including our Chiel Exccutive Officer and Chief Financinl Officer as appropriat¢ to allow for timely decisions regarding required disclosures.

Al the cnd of the period covered by this report, we carricd out an evaluation, under the supervision and with the participation of our Chief Executive
Officer and Chief Financial Officer, of the e ficctiveness of the design and operation of our disclosure controls and proccdures in accordance with the Exchange
Act requitements. Based upon that evaluation, the Chief Executive Officer and Chicf Financial Officer concluded that our disclosure controls and proccdures are
effective for timely idcntification and review of material infermation required to be included in our Exchange Act reports, including this report on Form 10-K.
Management recognizes that these controls and procedures can provide only reasonable assurance of desired outcomes, and that estimates and judgments are still
inherent in the proccss of maintaining effective controls and procedures.

There has not been any change in our intenal control over financial reporting that was identificd during the evaluation that occurred during the fourth
fiscal quarter and that has materially affected, or is reasonably likely to materiaily affect, our internal control over financial reporting.

Item 9B. Other Information.
None.

60

Source: DAVITAINC, 10-¥, February 25, 2010 fawered by Mosningstart Decurnet Research®

iai




Iable of Contents
PART 111

Itemn 10. Directors, Excentive Officers and Corporate Governance.

Tn 2002, we adopted a Corporate Governance Code of Ethics that applies to our principal executive officer, principal financial officer, principal accounting
officer or controller, and to all of our Minancisl accounting and legal professionals who are directly or indirectly involved in the preparation, reporting and fair
presentation of our financial statements nnd Exchange Act Repons, The Code of Ethics is posted on our website, located at http:/fwww.davita.com. We also
maintain a Corporatc Code of Conduct that applies to all of our employecs, which is posied on our website.

Under our Corporate Governanee Guidelines all Board Committees including the Audit Committce, Nominating and Governance Committee and the
Compensation Committec, which are comprised solely of Independent Dircctors as defined within the listing standards of the New York Stock Exchange, have
written charters that outline the committee’s purposc, goals, membership requirements and responsibilities. These chariers are regularly reviewed and updated as
necessary by our Board of Directors. All Board Committee charters as well as the Corporate Governance Guidclines are posted on our website Jocated at

hitp:/fwww.davita com.

The other information required to be disclosed by this item will appear in, and is incorporated by reference from, the sections cntitted “Proposal No. 1.
Election of Directors™, “Corporate Governance”, and “Security Ownership of Certain Beneficial Owners and Management™ inctuded in our definitive proxy
steterment relating to our 2010 annual stockholder meeting.

Item 11.  Executive Campensation.

The information required by this item will appear in, and is incorporated hy reference from, the sections entitled “Executive Compensation” and
“Compensation Committee Interlocks and Insider Participations” included in our definitive proxy statement relating to our 2010 annual stockholder meeting, The
information required by liem 407(e)(5) of Regulation 8-K will appear in and is incorporated by reference from the section entitled “Compensation Commitiee
Report” included in our definitive proxy statement relating to our 2010 annual stockholder meeting; however, this information shall not be deemed to be “filed”,
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Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.

The following table provides information about our common stock that may be issucd upon the excreise of stock options, stock-settled stock appreciation
rights, restricted stock units and other rights under atl of our existing equity compensation plans as of December 31, 2009, including our omnibus 2002 Equity
Compensation Plan and our Employee Stock Purchase Plan, and the terminated 1999 Non-Executive Officer and Non-Director Equity Compensation Plan. The
materizl terms of thesc plans arc described in Note 17 to the Consolidated Financial Statements. The 1999 Nen-Exceutive Officer and Non-Director Equity
Compensation Plan was not required to be approved by our shareholders.

Numbher of shares
remaining ovailable for Total of
Number of shares to he Weighted average ’ future issusnce shares
issued apon exercise of exerclse price of under equity compensation reflected in
outstanding options, outstanding options, plans {excluding securities columns
Pzn calegory warranis and rights warrants and rights reflected in calumn (a)} (a) and {c)
{a) (&) {c) (d)
Equity compensation plans approved by
sharcholders 13,472,013 $ 49.15 5,004,344 18,476,357
Equity compensation plans not requiring
shareholder approval 20,084 $ 50.98 — 20,084
Total 13,492,097 $ 49.16 5,004,344 18,496 441

Other information required to be disclosed by Item 12 will appear in, and is incorporated by reference from, the section entitled *Security Ownership of
Certain Beneficinl Owners and Management™ included in our definitive proxy statement relating to our 2010 annual stockholdcr meeting.

Ttem 13. Certain Relationships and Related Transactions and Director Independence.

The information required by this item will appear in, and is incorporated by reference fiom, the section entitled “Ccrtain Relationships and Related
- Transactions” and the scction entitled “Corporate Governance” included in our definitive proxy statement relating to our 2010 annual stockholder meeting.

Item 14.  Principal Accounting Fees and Services.

The information required by this item will appear in, and is incorporated by reference from, the section entitfed “Ratification of Appointment of
Independent Registered Public Accounting Firm™ included in our definitive proxy statement relating to our 2010 annual stackholder meeting.
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PART IV

Item 15. Exhibits, Financial Statement Schedules.
(a) Documents liled as part of this Report:
(1) Index to Financial Statements:

Mupagemen)’s Repors on Internal Contrgl Over Financial Reporting
Report of Independent Registered Public Accounting Firm

-onsoli wilements of Income for the vears ended December 31, 2009, 2008, and 2007
Consolidated Balance Sheets as of December 31, 2009, and 2008
Consolidated Statements of Cash Flow for the years ended December 31, 2009, 2008, and 2007
Consolidated Statements of Equity and Compighepsive Income for the years ended

Degember 31, 2009, 2008, and 2007

Notes Lidated Financial Statemen

(2) Index to Financial Statement Schedules:

) cndent Regi Public Ac
Schedule [1—Valuation and Qualifving Accounts

(3) Exhibits:

21
22

31
32
i3
34
35
4.1
4.2

Source: DAVITAINC, 10-K, February 25, 2010

Stock Purchase Agreement dated as of Deccmber 6, 2004, among Gambro AB, Gambro, Inc. and DaVita Inc.(9)

Page

F-2

F-3

F4

F-5

F-6

Amended and Rostated Asset Purchase Agreement effective as of July 28, 2005, by and among DaVila Inc., Gambro Healthcare, Inc. and Renal

Advantage Inc., a Delaware corporation, formerly known as Renal America, Ine.(12)
Amended and Restated Certificate of Incorporation of Total Renal Care Holdings, Inc., or TRCH, dated December 4,1995(1)
Centificaie of Amendment of Cenrtificate of Incorporation of TRCH, dated February 26, 1998:(2)

Cerlificate of Amendment of Cerificate of Incorporation of DaVita Inc. (formerly Total Renal Care Holdings, Inc.), dated October 5, 2000.(4)

Certificate of Amendment of Amended and Restated Certificate of Incorporation of DaVita Inc., as amended dated May 30, 2007.(23)
Amended and Restated Bylaws for DaVita Inc. dated as of March 2, 2007.(25)

Indenture for the 6 3/3% Scnior Notes due 2013 datcd as of March 22, 2005.(3)

Indenture for the 7 /4% Senior Subordinated Notes due 2015 dated as of March 22, 2005.(3)
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4.4

4.5
4.6

47

48 .

10.1
10.2
10.3
10.4
10.5
10.6
10.7
10.8
10.9
10.10
10.11
10.12
10.13
10.14
10.15
10.16
10.17
10.18
10.19
|
I

Fitst Supplemental Indenture, dated October 5, 2005, by and among DaVita Inc., the Guarantors, the persons named as Additional Guarantors
and The Bank of New York Trust Company, N.A_, a5 Trustee.(11)

First Supplemensal Indenture, dated October 5, 2005, by and among DaVita Inc., the Guarantors, the persons named as Additional Guarantors
and The Bank of New York Trust Company, N.A., as Trustee.(13}

Rights Agrcement, dated as of November 14, 2002, between DaVita Inc. and the Bank of New York, as Rights Agent.(21)

Second Supplemental Indenture {Senior), dated February 9, 2007, by and ameng DaVita Inc., the Guarantors, the persons named as Additional
Guarantors and The Bank of New York Trust Company, N.A , as Trustee.(22)

Sccond Supplemental Indenture (Senior Subordinated), dated February 9, 2007, by and among DaVita Inc., the Guarantors, the persons named as
Additional Guarantars and The Bank of New York Trust Company, N.A,, as Trustee.(22)

Registration Rights Agreement for Lhe 6 4/8% Senior Notes due 2013 dated as of February 23, 2007.(26)

Employment Agreement, dated as of October 19, 2009, by and between DaVita Inc. and Kim M. Rivera.v™*

Employment Agreement, dated as of June 15, 2000, by and between DaVita inc, and Joseph C. Mello.(6)*

Sccond Amendment to Mr, Mello’s Employment Agreement, cffective December 12, 2008.(33)*

Employment Agreement, effective as of August 16, 2004, by and between DaVita Inc. and Tom Usilton.(7)*

Amendment to Mr. Usilton’s Employment Agreement, dated February 12, 2007.(24)*

Sceond Amendment to Mr, Usilton's Employment Agrecment, effective December 12, 2008.(32)*

Employment Agreement, effective as of November 18, 2004, by and between DaVila Inc. and Joseph Schohl {14)*
Amendment to Mr. Schohl’s Employment Agreement, effective Decemnber 30, 2008.(32)*

Employment Agreemcnt, dated as of October 31, 2005, effective October 24, 2005, by and befween DaVita Inc. and Dennis Kogod.(13)*
Amendment to Mr. Kogod’s Employment Agrcement, eflective December 12, 2008.(32)*

Employment Agreement, effective September 22, 2005, by and between DaVita Inc. and James Hilger.(15)*

Amendment to Mr. Hilger’s Employment Agrcement, effective December 12, 2008.(32)*

Employment Agreement effective February 13, 2008, by and between DaVita Inc. and Richard K. Whimey.(28)*

Amendment to Equity Award Agreement, entered into on December 11, 2009, between DaVita Inc. and Richard K. Whitney. »™*
Employment Agreement, eflective July is, 2008, between DaVita Inc. and Kent J. Thiry.(29)*

Employment Apreemeni, effective August 1, 2008, between DaVita Inc. and Allen Nissenson.(30)*

Employment Agreement, effective March 3, 2008, between DaVita Inc. and David Shapiro.(32)*

Amendment to Mr, Shapiro’s Employment Agreement, cffective December 4, 2008.(32)*

Form of Indemnity Agreement.(20)*
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10.20 Form of Indemnity Agreement.(14)*
10.21 Exccutive Incentive Plan (as Amended and Restated cflective January 1, 2009).(34)*
10.22 Execcutive Retirement Plan (32)*
10.23 Post-Retirement Deferred Compensation Arrangement.(14)*
10.24 Amendment No. 1 10 Post Retirement Deferred Compensation Arrangement (32)*
10.25 ) DaVite Voluntary Deferral Plan.(11)*
1026 Deferred Bonus Plan (Prosperity Plan).(21)
10.27 Amendment No. 1 to Deferred Bonus Plan (Prosperity Plan).(32)*
10.28 Amended and Restated Employee Stock Purchase Plan (27)*
10.29 Severance Plan.(33)*
10.30 Change in Control Bonus Program.{32)*
10.31 First Amended and Restated Total Renal Care Holdings, inc. 1999 Non-Executive Oficer and Non-Director Equity Compensation Plan.(5}
10.32 Non-Mansgement Director Compensation Philosophy and Plan.(28)*
1033 Amendced and Restated 2002 Equity Compensation Plan.(10)*
10.34 Amended and Restated 2002 Equity Compensation Plan (19)*
10.35 Amended and Restated 2002 Equity Compensation Plan.(27)*
10.36 Amended and Restated 2002 Equity Compensation Plan (32)*
10.37 ‘E;Jnn(og )T:Jon-quaIiﬁcd Stock Option Agreement—Employee (DaVita Inc. 1999 Non-Exccutive Officer and Non-Dircctor Equity Compensation
an.(1
10.38 Form of Non-Qualified Stock Option Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).(7)*
10.39 Form of Non-Qualificd Stock Option Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan}.(16)*
10.40 Form of Non-Quatified Stock Option Agrcement—Employee {DaVita Inc, 2002 Equity Compensation Plan).(18)*
10.41 Form of Restricted Stock Units Agreement—Employee (DaVita Inc. 2062 Equity Compensation Plan).(7)*
10.42 Form of Restricted Stock Units Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).(16)*
10.43 Form of Restricted Stock Units Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).{18)*
10.44 Form of Restricted Stock Units Agrecment—Employee (DaVita Inc. 2002 Equity Compensation Plan).(32)*
1045 Form of Stock Appreciation Rights Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).{16)*
10.46 Form of Stock Appreciation Rights Agreement—Employee (DaVita Inc. 2002 Equity Compensution Plan) {18)*
10.47 Form of Stock Appreciation Rights Agrecment—Board (DaVita Inc. 2002 Equity Compensation Plan).(30)*
10.48 Form of Restricted Stock Units Agreement—Board (DaVila Inc. 2002 Equity Compensation Flan).(30)*
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Form of Non-Qualified Stock Option Agreement—Board (DaVita Inc. 2002 Equity Compensation Plan).(30)*

Credit Agrcement, dated as of October 5, 2005, among DaVita Inc., the Guarantors party thereto, the Lenders party thereto, Bank of America,
N.A., Wachovia Bank, National Association, Bear Steams Corporate Lending Inc., The Bank of New York, The Bank of Nova Scotia, The
Royal Bank of Scotland plc, WestLB AG, New York Branch as Co-Dacumentation Agents, Credit Suisse, Cayman Islands Branch, as
Syndication Agent, JPMorgan Chase Bank, N.A., as Administrative Agent and Collateral Agent, JPMorgan Securities Inc., as Sole Lead
Arranger and Bookrunner and Credit Suisse, Cayman Islands Branch, as Co-Amanger(11)

Credit Agreement, dated as of Qctober 5, 2005, as Amended and Restated as of February 23, 2007, by and among DaVita Inc., the Guarantors
party thereto, the Lenders party thercto and JPMorgan Chase Bank, N.A (26)

Amendment Agreement, dated February 23, 2007, by and among DaVita [nc., the Guarantors party thereto, the Lenders party thercto and
JPMorgan Chase Bank, N.A.(26)

Security Agreement, dated as of October 5, 2003, by DaVita Inc., the Guarantors party thereto and JPMorgan Chase Bank, N.A, as Collaterat
Agent.(11)

Corporate Integrity Agrecment between the Office of Inspector General of the Department of Health and Human Services and Gambro
Healtheare, Inc. cffective as of December 1, 2004.(11) .

Amended and Restated Alliance and Produet Supply Agreement, dated os of August 25, 2006, among Giamhro Renal Products, Inc., DaVita
Inc. and Gambro AB.(17)**

Letter dated March 19, 2007 from Wi]]a.rd W. Brittain, Jr. to Peter T. Grauer, Lead Independent Director of the Company.(22)
Dialysis Organization Agreement between DaVita Inc. and Amgen USA Inc, dated December 20, 2007.(31)**

Computation of Ratio of Eamnings to Fixed Charges. v

DaVita Inc. Corporate Governance Code of Ethics.(8)

List of our subsidiarics. v

Consent of KPMG LLF, independent registercd public accounting firm.«

Powers of Attorney with respect to DaVita. (Included on Page 11-1),

Centification of the Chief Executive Officer, dated February 25, 2010, pursuant to Rule 13a-14(a) or 15d-14(a), as adopied pursuant to Section
302 of the Sarbanes-Oxley Act of 2002.v

Centification of the Chief Financial Officer, dated February 25, 2010, pursuant to Rule 13a-14{a) or 15d-14(a), as adopted pursuant to Section
302 of the Sarbanes-Oxley Act of 2002.¥ .

Centification of the Chief Executive Officer, dated February 25, 2010, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 90
of the Sarbanes-Oxley Act of 2002«

Certification of the Chief Financial Officer, dated February 25, 2019, pursuant to 18 11.5.C. Section 1350, as adopted pursuant to Scction 306
of the Sarbanes-Oxley Act of 2002.v

XBRL Instance Document. ***

XBRL Taxonomy Extension Schema Document.***

XBRL Taxonomy Extension Calculation Linkbase Document. ***
XPRL Taxonomy Extension Definition Linkbase Document. ***
XBRL Taxonomy Extension Label Linkbase Document.***

XBRL Taxonomy Extension Presentation Linkbase Document. ***

v Included in this filing.
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Managcment contract or executive compensation plan or arrangement.

Portions of this exhibit are subject to a request for confidential treatment and have been redacted and filed separately with the SEC.
¥BRL information is furnished and not filed as a part of a registration statement or prospectus for purposes of Section 11 or 12 of the Securities and
Exchange Act of 1933, is deemed not filed for purposes of Section 18 of the Securities and Exchange Act of 1934, and otherwise is not subject to liability
under these scctions.

Filed on March 18, 1996 as an exhibit to the Company’s Transitional Report on Form 10-K for the transition period from June 1, 1895 to December 31,
1995.

Filed on March 31, 1998 as an exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 1957,

Filed on March 25, 2005 as an cxhibit to the Company’s Current Report on Form 8-K.

Filed on March 20, 2001 as an exhibit 1o the Company’s Annual Rcport on Form 10-K for the year ended December 31, 2000,

Filed on February 28, 2003 as an exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2002.

Filed on August 15, 2001 as an exhibit to the Company's Quarterly Report on Form 10-Q) for the quarter ended June 30, 2001.

Filed on November 8, 2004 as an cxhibit to the Company’s Quarterty Report on Form 10-Q for the quarter ended September 30, 2004.
Filed on February 27, 2004 as an exhibit 1o the Company’s Annual Report on Form 10-K for the year endcd December 31, 2003,

Filed on December 8, 2004 as an exhibit to the Company's Current Report on Form 8-K.

Filed on May 4, 2005 as an exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ¢nded March 31, 2005,

Filed an November 8, 2005 as an exhibil to the Company’s Quarterly Report on Form 16-Q for the quarier ended September 30, 2005,
Filed on Octaber 11, 2005 as an exhibit to the Company’s Current Report on Form 8-K.

Filed on November 4, 2005 as an exhibit to the Company’s Current Report on Form 8-K.

Filcd on March 3, 2005 as an exhibit to the Company’s Annugl Report on Form 10-K for the year ended December 31, 2004.

Filed on August 7, 2006 as an ¢xhibit to the Company s Quarterly Repori on Form 10-Q for the quarter ending June 30, 2006.

Filed on July 6, 2006 as an exhibit to the Company's Current Report on Form 8-K.

Filed on November 3, 2006 as an exhibit to the Company’s Quarierly Report on Form 10-Q for the quarter ended September 30, 2006
Filed on Qctober 18, 2006 as an exhibit to the Company’s Current Report on Form 8-K.

Filed on July 31, 2006 &5 an exhibit to the Company's Current Report on Form 83-K.

Filed on December 20, 2006 as an exhibit 1o the Company’s Current Report on Form 8-K.

Filed on November 19, 2002 as an exhibit to the Company ‘s Current Report on Form 8-K.

Filed on May 3, 2007 as an exhibit to the Company's Quarterly Report as Form 10-Q for the quarter endcd March 31, 2007.

Filed on August 6, 2007 as an exhibit to the Company’s Quarterly Report on Farm 10-Q for the quarter ended June 30, 2007.

Filed on February 16, 2007 as an exhibit to the Company’s Current Repont on Form 8-K.

Filed on March §, 2007 as an exhibit to the Company’s Current Report on Form 8-K.

Filed on February 28, 2007 8s an exhibit to thc Company’s Current Report on Form 8-K.

Filcd on lune 4, 2007 as an cxhihit to the Company’s Current Report on Form 8-K.

Filed on May 8, 2008 as an exhibit to the Company’s Quarterly Report on Form 10-Q for the first quartcr ended March 31, 2008.
Filed on July 31, 2008 as an exhibit to the Company's Current Report on Form 8-K.
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{30} Filed on November 6, 2008 as an exhibit to the Company’s Quarterly Report on Form 10-Q for the third guarier ended September 30, 2008.
{31} Fited on February 29, 2008 as an exhibit to the Company’'s Annual Report on Form [0-K for the ycar ended Deeember 31, 2007.

(32) Filed on February 27, 2009 as an cxhibit to the Company’s Arnual Report on Form 10-K for the year ended December 31, 2008

(33) Filed on May 7, 2009 as an exhibit to the Company’s Quarterly Report on Form 10-Q for the guarter ended March 31, 2009,

(34) Filed on June 18, 2009 as an exhibit 1o the Company’s Current Report on Form 8-K.
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DAVITA INC.

MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management is responsible for establishing and maintaining an adequate system of inicrnal control over financial reporting designed 10 provide reasonable
assurance regarding the reliability of financial reporing and the preparation of financial statements for external purposes in accordance with U.S. generally
accepted accounting prineiples and which includes those policies and procedures (hat (1) pertain to the maintenance of records thal, in reasonable detail,
aceurately and fairly rcflect the iransactions and dispositions of the assets of the Company; (2) provide reasonable assurance that iransactions are recorded as
necessary (o permit preparation of financial statcments in accordance with U.S. genernlly accepled accounting principles, and that receipts and expenditures of
the Company arc being made only in accordance with authorizations of managenient and dircctors of the Campany; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, vse, or disposition of the Company’s assets that could have a material effect on the financial

statements.

Dhuring the last fiscal year, the Company conducied an evaluation, under the oversight of the Chief Exccutive Officer and Chicf Financial Officer, of the
eficetiveness of the design and operation of the Company s internal control over financial reporting. This evaluation was completed based on the criteria
established in the report titled “Intemal Control—Integrated Framework™ issucd by the Committce of Sponsoring Organizations of the Treadway Commission

(COSO).

Bascd upon our cvaluation under the COSO framework, we have concluded that the Company’s intemal control over financial reporting was effective as
ol December 31, 2009,

The Company’s independent registered public accounting firm, KPMG LLP, has issued an aftestation report on the Company’s internal control over
financial reporting, which report is includcd in this Annual Report.

F-1
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REFORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Sharcholders
DaVita Inc.:

We have audited the accompanying eonsolidatcd balance sheets of DaVila Inc, and subsidiaries as of December 31, 2009 and 2008, and the related
consolidated statements of income, equity and comprehensive income, and cash flaws for each of the years in the three-year period ended December 31, 2009,
These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is lo express an opinion on these consalidated
financial statcments based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require
that we plan and perform the audit to ohlain rcasonable assurance about whcther the financial statements are free of material misstatement. An sudit includes
cxamining, on a lest basis, cvidence supporting the amounts and disclosures in the finaneial statcments. An audit also includes assessing the accounting principles
uscd and significant estimates made by management, as well as cvaluating the overall financial staternent presentation. We belicve that our audits provide
reasotiahle basis for our opinion.

Tn our opinion, the consolidated financial statements referrcd to above present fairly, in all material respects, the financial position of DaVita Inc. and
subsidiarics as of December 31, 2009 and 2008, and the results of their operations and their cash flows for each of the years in the three-year period ended
Dccemher 31, 2009, in conformity with U.S. generally accepted accounting principles.

As discussed in Note 1 to the consolidated financial statements, the Company adopted Financial Accounting Standards Board (FASB) Statement of
Financial Accounting Standards No. 160, Noncontrolling Interests in Consolidated Financial Statemenis (included in FASB ASC Topic 810, Consolidation), on a
prospective basis except for the presentation and disclosure requirements which were applied retrospectively for all periods presented effective January 1, 2009.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), DaVita Inc.’s internal control
over financial reporting as of December 31, 2009, based on criteria established in fnternal Control—Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission {COS0), and our repont dated February 25, 2010 expressed an unqualified opinion on the cffectiveness
of the Company's internal control over financial reporting.

/s! KPMG LLP

Seatile, Washington
February 25,2010

F-2
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
DaVita Inc.:

We have andited DaVita Inc.’s intenal contro] over linancial reporting as of December 31, 2009, based on criteria established in Jnternal
Controi—Iniegrated Framework issued by the Commitiee of Sponsering Organizations of the Treadway Commission (COSO). DaVita Inc.’s management is
responsible for maintaining ciTective intemal control over financial reporting and for its assessment of the cHectiveness of internal control over financial
reporting, included in the accompanying “Management’s Report on Internal Control Over Financial Reporting™. Our responsibility is to cxpress an opinion on the
Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require
that we plan and perform the audit (o obtain reasonable assurance about whether cffective intemal control over financial rcporting was maintained in all matcrial
respects. Our audit included obtaining an understanding of intemal centrol over financial reporting, assessing the risk that a material weakness cxists, and Lesting
and cvaluating the design and operating cffectiveness of internal control based on the assessed risk. Our audit also included performing such other procedures as
we considered nccessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over [inancial reporting is a process designcd to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial stalements for external purposes in accordance with gencrally accepted accounting principles. A company’s internal control over
financial reporting includes those policies and procedures that (1) pertain 1o the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the asscts of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of
financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of thc company are bcing made only in
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely deicction of
unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
eficetiveness to futurc periods are subjeet to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deterioratc.

In our opinion, DaVita Inc. maintained, in all material respecets, ¢ffective internal control over financial reporting as of December 31, 2009, based on
criteria established in /mternal Control—Integrated Framework issued by COSO.,

We also have audiled, in accordance with the standards of the Public Company Accounting Oversight Board {United States), the consolidated balance
sheets of DaVila Inc. and subsidiarics as of December 31, 2009 and 2008, and the related consolidated statements of income, equity and comprehensive income,
and cash flows for each of the years in the threc-year period ended December 31, 2009, and our report dated February 25, 2010 expressed an unqualified opinion
on those consolidated financial statcments.

/s/ KPMG LLP

Seattte, Washington
February 25, 2010
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Net operating revenucs

Operating cxpenses and charges:
Patient care costs
General and administrative
Depreciation and amortization
Provision for uncollectible accounts
Equity investment income
Valuation gain on alliance and product supply agreement
Total operating expenses and charges

Openating income

Debt expense
Other income, nct

Income before income taxes
Income tax cxpensc

Nct income
Less: Net income atiribuiable to noncontrolling intercsls

Net income attributable to DaYita Inc,

Earnings per share:
Basic carnings per share attributable to DaVita Inc.

Diluted earnings per share attributable to DaVita Inc.

Weighted average shares for earnings per share:
Basic

Diluted

DAVITAINC.

CONSOLIDATED STATEMENTS OF INCOME
{dollars in thousands, except per share data)

Yeor ended December 31,

2009 2008 2007
§ 6,108,800 $ 5,660,173 $ 5264151
4,248,668 3,920487 3,590,344
531,531 508,240 491,236
228,986 216,917 193,470
161,786 146,229 136,682
(2,442) (796) (1,217
= — (55,275)
5,168,529 4,791,077 4355240
940,271 869,096 908,911
(185,755) {224,716) (257,147
3,708 12,411 22 460
758,224 656,791 674,224
278,465 235471 . 245,581
479,759 421,320 428,643
(57,075) (47,160) {46 865)
$ 422,68 $ 374160 $ 381778
408 5 3.56 $ 3.61
4.06 s 3.53 $ 3.55
103,603,885 105,149,448 105,893,052
104,167,685 105,939,725 107,418,240

Scc notes to consolidated Ninancial statements.

Source: DAVITA INC, 10-K. February 25, 2010
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DAVITA INC.

CONSOLIDATED BALANCE SHEETS
(dollars in thousands, except per sharc data)

Preferred stock ($0.001 par value, 5,000,000 shares authorized; none issued)
Common stock ($0.001 par value, 450,000,000 shares authorized; 134,862,283 shares issucd; 103,062,698 and

Takble of Contents
December 31,
2009 2008
ASSETS

Cash and cash equivalcnts $ 539459 $ 410,881
Shori-ierm invesiments 26,475 35,532
Accounts receivable, less allowance of $229,317 and $211,222 1,105,903 1,075,457
Inventorics 70,041 84,174
Other receivables 263,456 239,165
Other current assets 40,234 33,761
Income tax receivable —_ 32,130
Deferred income taxes 256,953 217.196

Total current assets 2,302,521 2,128,296
Property and cquipment, net . 1,104,925 1,048,075
Amortizablc intangibles, net 136,732 160,521
Equity invesncnls 22,631 19274
Long-term investments 1616 5,656
Qther long-tcrm assets 32,615 47,330
Goodwill 3,951,196 3,876,931

$ 7,558,236 $ 7,286,083
LIABILITIES AND EQUITY

Accounts payable $ 176,657 $ 282,883
Chther liahilities 461,092 495,239
Accrued compensation and benefits - 286,121 3122216
Current portion of long-term debf 100,007 72,725
Income taxes paynble 23,064 —

Total current liabilities 1,046,941 1,163,063
Long-tcrm debt 3,532,217 3,622,421
Qther long-term liabilitics 87.692 101,442
Alliance and product supply agreement, net 30,647 35,977
Deferred income taxcs 334,855 244,884

Total liabilities 5,032,352 5,167,787
Commitments and contingencies
Noncontrolling interests subject to put provisions 331,725 291,397

Equity:

103,753,673 shares oulstanding) 135 135
Additional paid-in capital 621,685 584,358
Retained carnings 2,312,134 1,889,450
Treasury stock, at cost (31,799,585 and 31,108,610 sharcs) (793,340) (691,857)
Accumulated other comprehensive loss (5,548) (14,339)

Total DaVita Inc. sharcholders’ equity 2,135,066 1,767,747
Noncontrolling interesis not subject to put provisions 59,093 59,152
Tolal equity 2,104,159 1,826,899

$ 7,558,236 $ 7,286,083

See notes to consolidated financial statements.
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Cash flows from operating netivities:
Net income.

CONSOLIDATED STATEMENTS OF CASH FLOW
(dollars in thousands)

Adjustments to reconcile net income to cash provided by operating activities:

Depreciation and amortization

Valuation gain on ulliance and product supply agreement

Stock-based compensation expense
Tax benefils from stock award cxcrcises

Excess 1ax benefits from stock award excrcises

Delerred income taxes
Equity investment income, net
Loss (gain) on disposal of assels

Non-cash deln expensc and non-cash rent charges
Changes in operating asscts and liabilities, net of effect of acquisitions and divestitures:

Accounts receivable

Inventories

Other receivables and ather current pssets
Cther long-term nssets

Accounts payable

Accrued compensation and benefits
QOlker carrent linbilities

Income Laxes

Other long-term liabilities

Nect cash provided by operating activitics

Cash flows from investing activities:
Additons of property and equipment
Acquisitions
Proceeds from nssct snles
Purchase of investncnis avnilable- for-sale
Purchase of investments held-to-maturity

Procceds from the sale of investments avnilable-for-sale
Proceeds from matunties of invesments held-to-maturity

Purchase of cquity investments

Distributions received on cquiry invesiments

Purchase of intangible asseis

Chher investment activity

el cash used in investing activities

Cash Mows from financing octivities:

Borrowings

Payments on long-terrn debt

Delemed financing costs

Purchase of treasury stock

Excess tox benefits from stock award exercises

Stock nward exercises nnd other share issuances, net

Distributions to noncantrolling interests

Contributions from noncentrolling interests

Proceeds from sales of additionsl noncontrolling interests

Purchases from noncontrolling interests

Net cash (used in) provided by Gnancing ectivities

Net increase (deerease) in cash and cash equivalents
Cash and cash cquivalents a1 beginning of year

Cash and cash cquivalents o end ol year

Sopurce: DAVITA ING, 10-K, February 25, 2010

See notes to consolidated financial statements,
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Yeor ended December M1,
2009 2008 1007
H 479,759 5 421,320 $ 428,643
228,984 216,917 193,470
— - (55,275)
44,422 41,235 34,149
18,241 13,988 32,788
(6,950% (8,013) (25,541)
50,859 94912 18,601
(204) (796) (1,217)
9751 15216 (2,825)
11,184 11,794 12,713
(32,313) (149,939} 15,91
15,115 (2,715) 1,271
(35,14} (40,960) (61,049)
7,288 (11,929) (14,528)
(104,879) 57422 (9,216)
(9,138) (31,602) 9,691
(43,543) 8.871 657
44,578 (30,087 (12.942)
(11,362) 8,067 5. 764
666,710 613,701 581,065
{274.,605) (317,962) (272,212)
(#7617 (101,959) (127.094)
7,697 530 12,289
(2,062) {2,009) (52,085)
(22,664) (21,048) (23,061)
16,693 21291 32,274
16,380 21,355 4,795
(2.100) — (17,550)
2,547 908 1,134
(329) (65) (2,291)
— 1,220 (2,942)
(346,060) (397,739) (446,743)
18,767,592 17,085,018 13,113,640
(18,828,824) (17,102,569) (13,160,542}
{42) (130) (3,511
(§53,495) (232,715) (6,350)
6,950 34013 25,541
67,908 40,247 62,902
(67,748) (58,357) (48,029)
13,071 19,074 14,735
9375 10,701 5,536
(6:859) (24:409) —
(192,072) {252,127) 2,522
128,578 {36,165} 136,844
410,881 447 046 310,202
5 539,459 5 410,881 13 447 046
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Non-conmrolling
interests
subject to put
provisions

DAYITA INC.

CONSOLIDATED STATEMENTS OF EQUITY
AND
COMPREHENSIVE INCOME
(dollars and shares in thonsards)

DaVita Inc. Sharcholders’ Equity

Shares Amount Additional Shares Amount other

Noo-controlling
interests not
subject to put  Comprehensive
provisions income

Common stock Treasury stock Acc tated

comprehensive

naid-in Retained
income {loss) Total

capital earnings

Bhnlance al
December 31,
2006 5 191,871
Comprehensive

incomc:

Net income 30,157

Unrealized
losses on
interesi rale
swaops, nct of
tax

Less
reclassification
of net swap
realized gains
inta net
income, net
of tnx

Unrealized gains
on
investments,
net of tax

Less
reclassification
of net
invesiment
realized gains
into net
income, net
of tax
Total

comprehensive
income

Cumulative effect
of change in
nccounting
principle SFAS
Intapretation
No (FIN) 48

Stack purchase
shares issued

Stock unit shares
issued

Stock options ond
S5ARs
exercised

Stock-bosed
compensation
cxpense

Excess tnx benefits
from stock
awards exercised

Distributions to
nonconuraelling
interesis (28,553)

Contributions from
noncontrolling
interesis 9,124

Sales ond
assumptions of
additional
noncontrolling
interests 6,061

Chanpes in lair
vale of
noncontrolling
interests 121,374

Onher pdjustments
to
noncontrolling,
interests 433

Purchasc of
trensury stock

134,862 § 135§ 523,500 § 1,129,621(30,226) § (526,920) § 12,997 5 1,139,333 % 317,079

381,778 381,778 16,708 § 428,643

(7,169) (7,169) {7,169)

(8,858) (8,858) {B,858)

4211 4,211 4,211

(3.692) (3.692) (3,692)

3 413,135

3,891 3,891
3,831 124 2,160 5,991
2,098 250

(1,848) 120
13,429 2,361 41,268 54,697
34,149 34,149
27,428 27,428

(19,476}

5611

7.181

{121,374} (121,374) -

975

aw (6,350) (6,350)

Balance nt
Deccember 31,
2007 s 330,467

Source: DAVITAINC, 10-K, Fabruary 25, 2010

134,862 § 135% 479,115 § 1,515290(27,732) § (487.744) § {2,511) § 1,504,285 § 48,178
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DAVITA INC.

CONSOLIDATED STATEMENTS OF EQUITY
AND
COMPREHENSIVE INCOME—(Continued)
(dollars and shares in thousands)

DaVita lnc. Sharcholders’ Equity
Non-controlling Commaon stock Treasury stock Accumulated Noncontrolling

interests Shares Amount Additional Shares Amount other interesis not
auhject to put paid-in Retained comprehengive subject to put  Comprehensive

provisions capital carnings income {loss) Total provisions income

Stock purchase
shares issued 2,981 98 1,730 4,711
Stock unit shares
issued (2,670} 181 3,544 874
Stock option: end
SSAR;s exercised 12,278 1,132 23,328 35,606
Stock-based
compensatien
expense 41,235 41,235
Excess tax benefits
from stock
awards exercised B, 165 8,165
Distributions to
noncontrolling
interests (44,016) (19,341)
Coniributions from
noncontrolling
interesis 7,305 11,76%
Sales and
nssumptions of
additional
noncontrolling
interests 9,385
Purchases from
noncantrolling
interests (2,347 {2.33)
Changges in fair '
value of
noncontrolling
inierests (43,254) 43,254 43,254 —
Other adjustments to
noncontrolling
interests (548) (605)
Purchnse of treasury
stock {4,789) {232,715) (232,715)

Balanee at
December 31,
2008 $ 291,397 134862 § 1358 584358 § 1,BE9,450 (31,109) S (691BST) § (14,339) $ 1,767,747 § 59,152

Comprehensive
inconie:

Net income 38,38t 412,684 422,684 18,64 § 479,759
Unrealized losses
on interest
rate swaps,

net of tax (2,578) (2,578) (2,578)
Less
reclassification
of net swap
realized losses
into net
income, net ol
tax 10,542 10,542 10,542
Unrealized gains
on
investments,
net of ax 986 986 986
Less
reclagsification
of net
investrnent
realized gains
into net
income, net of
tax (159} (159) 159
Taotal
cnmprehensive
income

4,726

5 488 550

Stock purchasc .
shares issued 2,135 107 2,387 4,522

Stock unit shares
issued (1,570) 69 1,570 —

Stock opuons and
S5SARs exercised 15,598 2,036 48,055 63,653

Stock-based
compensation
expense 44,422 44,422

Source: DAVITAINC, 10-K, February 25, 2010 Fowered vy Momigstar® Document Besearch®
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DAVITA INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands, except per share data)

1. Organization and suommary of significant accounting policies

Organization
DaVita Inc. principally operates kidney dialysis centers and provides related lab services primarily in dialysis centers and in contracted hospitals across the
United Statcs. The Company also operates other ancillary scrvices and suategic initiatives which relate primarily to its core business of providing rcnal carc
services. As of December 31, 2009, the Company operaied or provided administrative services to 1,530 outpatient dialysis centers located in 43 states and the
District of Columbia, serving approximately 118,000 paticnts. The Company s dialysis and related lab services busincss qualifies as a separatcly reporiable
segment and all other ancillary scrvices and strategic initiatives have been combined and disclosed-in the other segments catcgory.

Basis of preseniation
These consolidated financial statcments are preparcd in accordance with United States generally accepted nccounting principles. The financial statements
include DaVita and its subsidiaries, partncrships and other cntities in which it maintains a 100%, majority voting, or other conirolting financial interest
(collectively, the Company). All significant intercompany transactions and balances have been eliminated. Non-marketable equity investments are recorded
under the equily ot cost method of accounting based upon whether the Company has significant influence over the investee, The Company has evaluated
subsequent cvents through February 25, 2010, which is the date thesc consolidated financial statements were issued.

Use of estimates

The preparation of financial statements in conformity with United States generally accepted accounting principles requires the use of estimates and
assumplions Lhat afTect the reporied amounts of revenues, expenses, assets, liabilitics and contingencies. Although actual results in subsequent periods will differ
from these estimates, such estimates are developed bascd on the best information availablc to management and management’s best judgments at the time made.
All significant assumptions and estimates underlying the amounts rcported in the financial statcments and accompanying notes arc regularly reviewed and
updated. Changes in cstimates are reflected in the financial statements bascd upon on-going actual experience trends, or subsequent settlcmcnts and realizations
depending on the nature and predictability of the cstimatcs and contingencies. Interim changes in estimates relaicd to annual operating costs arc applied
prospectively within annual periods.

The most significant assumptions and estimates underlying these financial statcments and accompanying notcs involve revenue recognition and provisions
for uncollcctible accounts, impairments and valuation adjustments, accounting for income taxes, quarterly variable compensation accruals, purchase sccounting
valvation cstimates, fair value estimates and stock-hased compensation, Specific estimating risks and contingencies are further addressed within these noles lo

the consolidated financial statements.

Net operating revenues and accounts receivable
pel /4

Revenucs associated with Medicare and Medicaid programs are recognized based on: (a) the payment rates Lhat are established by statute or regulation for
the portion of the payment rates paid by the government payor (e.g., 80% for Medicare patients) ard (b} for the portion not paid by the primary government
payor, cstimates of Lhe amounts ultimately collectible from other governmenl programs paying sccondary coverage (e.g., Medicaid

F-%
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DAVITA INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(dollars in thousands, except per share data)

secondary coverage), the patient’s commercial health plan sccondary coverage, or the patient. Revenues associated with commercial health plans are estimated
bascd on contractual terms for the patients under healthcare pluns with which the Company has formal agreements, non-contracted health plan coverage terms if
known, estimated secondary collections, historical collection experience, historical trends of refunds and payor payment adjustments (retractions), incfficiencies
in the Company’s hilling and collection processes that can result in denicd claims for payments, and regulatory compliance issues.

Opcrating revenues are recognized in the period services are provided. Revenues consist primarily of payments from Mcdicare, Medicaid and commercial
hcalth plans for dialysis and ancillary services provided to patients. A usugl and customary fee schedule is maintained for the Company’s dialysis treatments and
other patient services, hewever, actual collectible revenue is normally recognized at a discount from the fee schedule.

Commercial revenue recognition involves significant estimating risks. With many larger, commercial insurcrs the Company has several differcnt contracts
and payment arrangements, and these contracts often include only a subset of the Company’s centers. It is often not possible 1o determine which contract, if eny,
should be applicd prior to billing. 1n addition, for scrvices provided by non- contracted centers, final collection may require specific negotiation of a payment
amount, typically at a significant discount from the Company’s usual and customary rates.

Services covered by Medicare and Medicaid are less subjeet to estimating risk. Both Medicarc and Medicard rates use prospective payment methods
established in advance with definitive terms, Medicare payments for bad debt claims are subject to individual center profitability, as established by cost reports,
and require evidence of collection efforis. As a result, billing and collection of Mcdicare bad debt claims arc often delayed significantly, and final payment is
subjcct to andit.

Medicaid payments, when Medicaid covernge is secondary, ean nlso be difficult to estimate. For many stats, Medicaid payment terms and methods differ
from Medicare, and may prevent accurate estimation of individual payment amounts prior to billing.

Net revenuc recognition and allowances for uncollectible billings requirc the use of estimates of the amounts that will ultimately be realized considering,
among other ilcms, retroactive adjustments that may be associated with regulatory reviews, audits, billing revicws and other matters.

The Company s range of revenue estimating risk for the dialysis and related lab services segment is gencrally expected 1o be within 1% of its revenue.
Changes in revenug estimates for prior periods are separately disclosed, if material.

Management and administrative support services are provided to dialysis centers and physician practices and clinics that the Company docs not own or in
which the Company does not maintain a controlling ownership interest. The management fees are principally determined as a percentage of the managed
aperalions’ revenugs or cash collections and in some cases an additional component based upon a percentage of operating income. Management fees are included
in net operating revenues as carncd, and represent less than 196 of total consolidated operating revenues.

Qther income, net
Other income includes interest income on cash investrnents and other non-operating gains and Josses from investment transactions,

F-10
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DAVITA INC,

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
{dollars in thousands, except per share data)

Cash and cash equivalenis
Cash cquivalents are highly liquid investments with maturities of three months or less at date of purchase.

Inventories
Inventories are stated at the lower of cost {first-in, first-out) or market and consist principally of pharmaceuticals and dialysis-related supplies. Rebates
related to inventory purchases are recorded when ¢arned and arc based on certain achievement factors such as process improvements, data submission and some
combination of these factors.

Property and equipment
Property and equipment is stated at cost less accumutated depreciation and amortization and is further reduced by any impairments. Maintenance and
repairs are charged to cxpense as incurred. Depreciation and amortization expenscs are computed using the straight-line method over the useful lives of the assels
cstimated as (ollows: buildings, 20 to 40 years; Jeasehold improvements, the shorter of their economic useful life or the expected lease term; and equipment and
information systems, principally 3 to 8 years. Disposition gains and losses are included in current operating €xpenses.

Investmentis
Based upon the Company’s intentions and ability to hold certain assets until maturity, the Company classifies certain debt sccurities as held-to-maturity
and measures them at amortized cost. Based upon the Company’s other strategics involving investments, the Company classifies equity securities that have
readily determinable fair values and certain other debt securitics as available for sale and measures them at fair valuc. Unrealized gains or losses from available
for sale investmenls arc recorded in other comprehensive income until realized,

Amoriizable intangibles
Amontizable intangible assets and liabilities include non-competition and similar agreemcnts, lease agreements, hospital acute services contracts, deferred
debt issuance costs and the Alliance and Product Supply Agreement, each of which have finite useful lives. Non-competition and similar agreements are
amontized over Lhe terms of the agreements, typically ten years, using the straight-line method. Lease agreements and hospital acuie service contracls are
amortized straight-linc over the term of the lease and the contract period, respectively. Deferred debt issuance costs are amortized to debt cxpense over the tcrm
of the related debt using the efective interest method. The Alliance and Product Supply Agreement intangible liahility is being amortized using the straight-line
method over the term of the agreement, which is ten years,

Goodwill
Goodwill represents the difference between the fair value of acquired businesses and the fair value of the identifiable tangible and intangible net assets

. acquired. Goodwill is nol amortized, but is assessed for vatuation impairment as circumstances warrant and at least annually. An impairment charge would be

recorded to the extent the book value of goodwill exceeds its fair value. The Company operates several reporting units for goodwill impaimment assessments.
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DAVITA INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS——~(Continned}
(dollars in thoussnds, except per share data)

Impairment of long-fived assels
Long-lived assets, including property and equipment, cquity investments in non-consolidated businesses, and amoriizable intangible assets with finite
useful lives, are reviewed for possible impairment at least annually and whenever significant events or changes in circumstances indicate that an impairment may
have occurred, including changes in our business strategy and plans, changes in the quality or struciure of our relationships with our pariners and deteriorating
operating performance of individual dialysis centers or other operations. An impairment is indicated when the sum of the expected future undiscounted net cash
flows identifiable to an asset or assel group is less than its carrying value, Impairment losses arc determined from actual or estimated [fair values, which are based
on market values, net realizable values or projections of discounted net cash flows, as appropriate. Impairment charges are included in operating expenscs.

Income taxes
Fedcra! and state income taxes nre computed at current enacted tax rates, less tax credits using the asset and tability method. Deferred taxes are adjusied
both for items that do not have tax consequences and for the cumulative effect of any changes in tax rates from those previously used to determine deferred tax
assets or liabilitics. Tax provisions include amounts that are currently payable, changes in deferrcd tax asscts and liabilities that arise because of temporary
differences between Lhe timing of when items of income and expense are recognized for financial reporting and income tax purposes, changes in the recognition
of tax positions and any changes in the valuation atlowance caused by a change in judgment about the realizability of the related deferred tax assets. A valuation
allowance is established when necessary to reduce deferred (ax assets to amounts cxpected to be realized.

The Company uses a recognition threshold of more-likely-than not and a measurement atiribute on all 1ax positions taken or expected to be taken in a tax
return in order 10 be recognized in the financial statements. Once the recognition threshald is met, the tax position’is then measured to detcrmine the actual
amount of benefit to recognize in the financial statements.

Self insurance

The Company mainiains insurance reserves for professional and general liability and workers' compcensation in excess of centain individual and or
agpregate amounts not covered by third-party carriers. The Company estimates the self-insured retention portion of professional and general liability and
waorkers’ compensation risks using third-party actuarial calculations that are based upon historical claims experience and expectations for future claims.

Nonconirolling imterests

Noncontroliing intercsts represent the equity inicrests of third-party owners in consolidated entitics which are majority-owned. As of December 31, 2009,
thitd parties beld noncontrolling ownership interests in 137 consolidated cntities. See discussion below on the retrospective application of adopling the
presentation and disclosure requirements relating to noncontrolling interests.

Stock-based compensation

The Company’s stock-based compensation awards are measured at their estimated fair value on the date of grant and recognized as compensalion cxpense
on the straight-line method over their individual requisite service periods. The Company implemented these requirements for all stock-based awards using the
modified prospective transition method.
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DAVITA INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Confinued)
(dollars in thousands, except per share data)

Interest rate swap agreemenis

The Company has entered into several interest ralc swap agreements as a means of hedging its exposure to and volatility from variable-based interest ratc
changes. These sgrecments are designated as cash flow hedges and are not held for trading or speculative purposes, and have the economic effcct of converiing
portions of the Company’s variablc rate debt to a fixed rate. See Note 13 to the consolidated financial statements for further details.

Fair value estimates

The Company measures the fair value of cerain asscts, liabilities and nonconwrolling interests subject to put provisions based upon certain valuation
technigues that include observable or unobservable market inputs and assumptions that market parlicipants would use in pricing these assets, lighilities and
noncontrolling interests subject to put provisions. The Company also has classified its asscts, liabilities and noncontrotling interests subject to put provisions into
the appropriate fair value hierarchy levels as defined by the FASB. See Note 23 to the consolidated financial statements for further details.

New accounting standards

On June 29, 2009, the Financial Accounting Standards Board (FASB) cstablished the FASB Accounting Standards Codification (Codification) as the
singlc source of authoritative U.S. generally accepted accounting principles (GAAP) for ali nongovemmental entities, Rules and interpretive releases of the
Securities and Exchange Commission (SEC) arc also sources of authoritative U.S. GAAP for SEC registrants. The Codification does not change U.S. GAAP but
takes previously issued FASB standards and other U.S. GAAP authoritative pronouncements, changes the way the standards are referred to, and includes them in
specilic topic areas, The Codification is cffective for financial statements issued for intcrim and annual periods ending afier September 15, 2009. The adoption of
the Codification did not have any impact on the Company’s consolidated financial statcments.

Effective January 1, 2009, the Company is required to Urcat nencontrolling interests as a scparate component of cquity, but apart from the Company’s
cquity, and not as a liability or other item outside of equity. The Company is also required to identify and present consotidatcd net income aftributable to the
Company and to noncontrolling intercsts on the face of the consolidated statement of income. Previously, the Company had reporied minority interests
{noncontrafling interests) as a reduetion to operating income. In addition, changes in the Company’s ownership interest while the Company retains a controlling
financial interest should be accounted for as equity transactions, The Company was also required to expand disclosures in the financial statements to includc a
reconciliation of the beginning and ending balances of the cquity aitributable to the Company and the noncontrolling owners and a schedule showing the effects
of chanpes in the Company’s ownership interest in a subsidiary on the equity atiributable to the Company. This change did not have a material impact on the
Company’s consolidated financial statements; however, it did change the prescntation of minority interests (noncontrolling interests) in the Company’s
consolidated financial statements. [n conjunction with ndopting these requirements, the Company was required to classify securities with redemption features that
are not solely within the Company’s control such as the Company’s noncontrolling interests that arc subject to put provisions oulside of permanent equity and to
measure these noncoatrolling interests at fair value. See Note 22 1o the Company’s consolidated financial statements for further details. These consolidated
financial statements have been recast for all prior periods presented for the retrospective application of these presentation and disclosure requirements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
{dollars in thousands, except per share data)

DAVITA INC.

The effects of the change upon the retrospeciive application of thesc prescatation and disclosure tequirements were as follows:

Consolidated income statements:

Operating income:
Operating income as previousty reported
Reclassification of noncontrolling interests

Operating income as adjusied

Income taxes:
Income taxes as previously reported
Income taxes associated with noncontrolling interests

Income taxes as adjusted

Consolidated balance sheet:

Balances as previously reporied
Net change
Balances as adjusted

Consolidated statements of cash flow:

Cash flows from operating activities:

Net cash provided by operating activities as previously reporicd
Reclassification of distributions to noncontrolling interests to cash flows from financing activities

Net cash provided by operating activities as adjusted

2. Earnings per share

2008 1007
$ 821,765 $ 862,209
47331 46,702
§ 869,096  § 908,91l
§ 235,300 $ 245,744
171 {163)
$ 235,471 $ 245,581
008
Noncontrelling Noncontrolling
interests not interests Additional
{ncome tax Minority subject to put subject to puf pald in
receivable interest provisions provisions capital
$ 32,138 $ 165,846 $ —_ —_ $ 769,069
(8) (165,846) 59,152 291,397 (184.711)
$ 32,130 5 —_ 5 59,152 $ 291,397 § 584,358
1008 2007
$ 555931 § 533,036
57,770 48,029
$ 613,701 & 581,065

Basic net income per share is calculated by dividing net income by the weighted average number of common shares and vesied stock units outstanding,.
Diluted net income per share includes tbe dilutive cfect of stock options, stock-seitled stock appreciation rights and unvested stock units under the treasury steck

method.

Spurce: DAVITA INC, 10-K, Fabruary 25, 2010
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DAVITA INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
{dolars iz thousands, except per share data)

The reconciliations of the numecrators and denominators used to calculate basic and diluted net income per share are as follows:

Year ended December M,
2009 . 21008 1007
(shares in thousands)

Basic:

Net income antributable to DaVita Inc. § 422684 § 374160 § 381,778
Weightcd avernge shares outstanding during the year 103,595 105,140 105,848
Vested stock units 9 9 45
Weighted average shares for basic earnings per share calculation 103,604 105,149 105,393
Rasic net income per share attributable to DaVita Inc $ 408 § 35 % 3.61
Diluted:

Met income attributable to DaVita Inc. § 422684 § 374,060 § 381,778
Weightcd average shares outstanding during the year 103,595 105,140 105,848
Vested stock units ) 9 9 45
Assumed incremental sharcs from stock plans 564 791 1,525
Weighted average shares for diluted carnings per share calculation 104,168 105,940 107,418
Diluted net income per share attrihutable to DaVita Ine 5 4.06 § 353§ 3.55
Shares subject to anti-dilutive awards excluded from calculation(1) 9,912 10,053 260

(1) Shares associated with stock options and stock-setiled stock appreciation rights that are excluded from the diluted denominator calculation because they
arc anti-dilutive under the treasury stock method.

3. Atcounts receivable

Approximately 18% and 9% of the accounts reccivable balances as of December 31, 2009 and 2008, respectively, were more than six months old, and
there were no significant balances over one ycar old. Approximately 2% and 1% of our accounts receivablc as of December 31, 2009 and 2008, respectively,
relate 1o amounts due from paticnts. Accounts receivable are principally from Medicare and Medicaid programs and commercial insurance plans.

4, Other receivables
Other reccivables were comprised of the following:

December 31,
2009 2008
Supplier rebates and other non-trade receivabics $ 195753 § 172,604
Medicare bad debt claims 45,600 38,700
Operating advances under management and administrative services agreements 22.103 27.861

§ 263,456 $ 239,165

Operating advances under management and administrative scrvices agreements arc generally unsecurcd.
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DAVITA INC,
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(doYlars in thousands, except per share data)
5. Other current assets
Other current assets consist principally of prepaid expenses and operating deposits.

6. Property and equipment
Property and cquipment were comprised of the following:

December 31,
2009 2008
Land F n,m 1,771
Buildings 34,294 33,833
Leaschold improvements 997,668 873,306
Equipment and information systems 999,305 928,795
New cenier and capital assct projects in progress 32,280 36,875
2,075,318 1,884,580
Less accumulated depreciation and amortization (970,393) (836,505)

$ 1,104,925

§ 1,048,075

Depreciation and amortization cxpensc on property and equipment was $214,515, $201,006 and $178,990 for 2009, 2008 and 2007, respectively.

Interest on debt incurrcd during the development of new centers and other capitat asset projects is capitalized as a component of the assct cost based on the

respective in-process capital assct balances. Interest capitalized was $3,627, $4,189 and $3,878 for 2009, 2008 and 2007, respectively.

7. Amaortizable intangibles
Amortizable intangible asscts were comprised of the following:

December 31,
2009 1008
Noncompetition angd other agreements $ 291,022 § 285270
Lease agreements 8,156 8,637
Deferred debt issuance costs 72,656 72,748
371,834 366,655
Less accumulated amortization (235,102) (206.134)
Taotal amortizable intangible asscts § 136,732 % 160,521
Amortizable intangible liabilities were comprised of the following:
December 31,
1009 2008
Altiance and product supply agreement commitment (See Note 22) $ 68,200 § 68,200
Less accumulated amortization (37,551) (32.223)
$ 30,647 $ 35977
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DAVITA INC,
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continucd)
(dollars in thousands, except per share data)

Net amortization cxpense from noncompetition and other agreements and the amortizable intangible liabilitics was 514,471, $15,911 and $14,480 for
2009, 2008 and 2007, respectively. Lease agreements which are amortized to rent expense were 5363 in 2009, $1,420 in 2008 and 52,240 in 2007, respectively.
Deferred debt issuance costs are amortized to debt expense as described in Note 13 1o the consolidated financial statements.

Scheduled amortization charges from intangible asscts and liabilitics as of December 31, 2009 were 8s follows:

Alliance and
Noncompetition and Deferred debt Product Supply
other apreements iSsuRnce cosey Agreement Hability
2010 3 20,100 § 9,390 3 (5,330)
2011 ' 19,660 8,922 (5,330)
2012 18,935 6,423 (5,330)
2013 16,817 2,741 {5,330)
2014 15,133 2,290 (5,330)
Thereatter 15,844 477 (3,997)

8. Equity investments

Equity investments in non-consolidated businesses were $22,631 and 319,274 at December 31, 2009 and 2008, respectively. During 2009, 2008 and 2007,
the Company recognized income of $2,442, $796 and 51,217, respectively, relating to equity investmenis in non-consclidated businesses under the equity method
of accounting. Scc Note 17, section Changes in DaVita Inc. s ownership interest in consolidated subsidiaries 1o the consolidated financial statements for
additional information regarding equity investment iTansactions.

In 2009, the Company also confributed $1,100 1o an existing joint venture in which the Company owns a 50% equity investment. On December 31, 2007,
the Company acquired a 50% equily investment in a joint venture that operated six dialysis centers for $17.550.

9, Investments in debt and equity securities

Based on the Company’s intentions and strategy involving investments, the Company classifics certain debt securities as held-to-maturity and records
them at amortized cost. Equity securities that have readily determinablc fair values and other debt securities classified as available for salc are rccorded at fair

value.

The Company’s investments consist of the following:

December 31, 2009 December 31, 2008
Held to Available Held to Availahle
maturity for sale Total maturity for sale Total
Certificates of deposit, moncy market funds and U.S. treasury notes due within
one year $ 25275 % —  $25275 & 19355 % —  $19,355
Investments in mutual funds — 8816 8816 — 21,833 21,833
25275 % 8816 $34091 § 19355 $ 21,833 § 4],188
Short-term invesiments $ 25275 8 1200 $26475 % 19355 § 16177 5 35532

Long-term investments — 7,616 7,616 —_ 5,656 5,656
$ 25275 5 BRBl6 $34,091 $§ 19,355 § 21,833 § 41,188
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The cost of the certificates of deposit, money market funds and U.S. treasury notes at December 31, 2009 and 2008 approximates fair value, As of
Deccmber 31, 2009 and 2008, the available for salc investments included $205 and $1,558, respectively, of gross pre-tax unrealized losses. During 2009 and
2008 the Company recorded gross pre-1ax unrealized gains (losses) of $1,614 and $(1,922), respectively, in other comprehensive income associated with changes
in the fair value of these invesiments. During 2009, the Company sold investments in mutual {unds for nct proceeds ol $16,693, and recognized a pre-tax gain of
$261, or $159 afler tax, that was previously recorded in other comprehensive income. In 2009, the Company also purchased approximately $6,300 of investments
that are classified as hetd to maturity, net of investments routincly reinvested as required for VillagcHealth, see discussion below. During 2008, the Company
sold investments in mutual fonds for net proceeds of $21,291 and recognized a pre-lax gain of $486, or $297 after-lax, that was also previously recorded in other
comprehensive income. These pre-tax gains are included in other income. Sce Note 18 to the consolidated financial statements for further details.

As of December 31, 2009, investments totaling $22,275 classificd as held to maturity ar¢ used to maintain certain capilal requirements of the special needs
plans of VillagcHealth, which is a wholly-owned subsidiary of the Company. As of December 31, 2009, the Company discontinucd the VillageHealth special
needs plans and is in process of paying out all incurred claims. The Company also expects to liquidate its investments that are currently held (o maintain ccrtgin
capilal requircments as soen as all of the claims ar¢ paid and the various state regulatory agencics approve the relcase of these invesiments. The investments in
mutual funds classified as available for sale are held within a trust to fund existing obligations associated with several of the Company’s non-qualificd deferred

compensation plans.

During 2007, the Company sold its investment of $20,000, or two million shares in NxStage Medical, Inc., for net proceeds of $25,868 and recognized a
pre-tax gain of 85,868, or $3,628 after tax, that was previously recorded in other comprehensive income, The pre-tax gain is included in other income.

10. Guodwill
Changes in the book value of goodwilf were as follows:

Year ended December 31,

2009 2008

Balance at January 1 £ 3,876,931 $ 3,767,933
Acquisitions i ' 78,199 89,234
Sales of and purchases from noncentrolling interests (3,293) 20,141
Divestitures {641) _
DVA Renal Healthcare income tax adjustments — (642)
Cther adjustments — 265
Balance at December 31 $ 3,951,196 $ 3,876,931

As of December 31, 2009, there was $3,882,254 and 568,942 of goodwill associated with the dialysis and related Jab services business and the ancillary
services and stralegic initiatives, respectively.

As of December 31, 2008, there was $3,808,942 and 567,989 of goodwil) associated with the dialysis and related lab services business and the ancillary
services and strategic initiatives, respectively. '
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11.  Other linbilities
Dther ncerued linbilities were comprised of the following:

Decemher 31,
20109 2008
Payor refunds and retractions : $ 320,187 § 361,205
Insurance and self-insurance accruals . 59,734 55,844
Accrued intcrest 36,881 44,308
Accrued non-income tax liabilities ' 11,581 8,920
Interest rate swaps 10,792 18
Other 21,917 24,944

5 461,092 $ 495239

12. Income taxes
A reconciliation of the beginning and ending liability for unrecognized tax benefits that do not meet the mare-likely-than-not threshold were as follows:

Year ended December 31,

. 2009 2008
Palance beginning $ 10,887 $ 25744
Additions for tax positions related to current year 6,939 1,934
Additions for tax positions related to prior years 14,941 463
Reductions for tax positions related o prior ycars (1,738) (17,254)
Setilements (336) —
Balance ¢nding $ 30,693 $ 10,887

As of December 31, 2009, it is reasonably possible that 518,342 of unrecognized tax benefits may be recognized within the next 12 months, primarily
releted to the filing of tax accounting methed changes. These changes will have no impuet on the Company's effective tax ratc. As of December 31, 2009,
unrccognized tax benefits totaling $12,351 would affect the Company’s effective tax rate, if recognized.

The Company recognizes accrued interest and penaltics related to unrecognized tax benefits in its income tax expense. At December 31, 2009 and 2008,
the Company had approximately 53,226 and $1,402, respectively, accrucd for interest and penalties relnted to untecognized lax benefits, net of federal tax
benefits.

The Company and its subsidiarics file U.S. federal income tax returns and various state returns. The Company is no longer subject to U.S. federal, state
and local examinations by tax authorities for years before 2004. :
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Income iax expense consisted of the following:

Year ended December 31,

1009 2008 2007
Current:
Federal $ 193181 $ 118764 § 196,556
State 34,415 20,595 30,424
Delerred:
Federal 44,376 81,306 14,945
State 6,493 14,806 3,656

$ 278465 § 235471 § 245581

Deferred tax asscts and linbilities arising from temporary differences were as follows:

December 31,
2009 2008

Receivables § 142315 $ 108275

Alliancc and product supply agrcement 11,922 13,995

Accrued liabilitics 125,992 117,474

Other 62,208 65,635
Deferred tax assels 342,437 305,379
Valuation allowance (14,191) (12,588)

Net deferred tax asscts 328,246 292791
Intangible assets {317,306) (262,029)
Property and equipment (84,041) (55,747)
Other (4,801) (2,703)
Deferred tax liabilities . {406,148) (320,479}
Net deferred tax liabilities $ (77,902) $ (27,688)

At December 31, 2009, the Company had state net operating loss carryforwards of approximately $169,497 that expirc through 2029, and federal net
operating loss carmyforwards of $10,657 that expirc through 2029, The utilization of these losses may be limited in future years based on the profitability of
certain separate-return entitics. The valuation aliowance increase of $1,603 relates to changes in the estimatcd tax benefit of federal and state operating losscs of
scparatc-return enlities.

The reconciliation between our effective tax raie from continuing operations and the U.S. federal income tax rate is as follows:

Year ended
December 3,

FET) I
Federal income tax rate 35.0% 35.0% 35.0%
State taxes, net of federal benefit . 3.7 37 15
Changes in deferred tax valuation allowances 0.2 0.3 0.2
Other 0.8 (0.3) 04
Impact of noncontrolling interests primarily attributable 10 non-tax paying entities [£B.0 2.3 27
Effcctive tax rate ﬂ% 35.9% ﬂ%
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13. Long-term debt
Long-term debt was comprised of the following:

December 31,
2009 2008
Senior Secured Credit Facilities:
Term loan A $ 153,125 § 214,375
Term loan B §,705,875 1,705,875
Senior and scnior subordinated notes 1,750,000 1,750,000
Acquisition obligations and other notes payable 15,891 15,266
Capital lease obligations 4,635 5873
Total principal deb; outstanding 3,629,526 3,691,389
Premium on the 6 “/8% senior notes 2,698 3,757
3,632,224 3,695,146
Less current portion ’ (100,007) (72,725)
$ 3,532.217 $ 3,622,42)
Scheduled maturities of long-term dcebt at December 31, 2009 were as follows:
2010 100,007
2011 67,589
2012 1,707,625
2013 901,374
2014 495
Thereafler 852,436

Senior Secured Credit Facility .

The Senior Secured Credit Facilities are guaranteed by substantially all of the Company's direct and indirect wholly=owned subsidiatics and are secured by
substantially all of the Company's and its subsidiary guarantors’ asscis. The Scnior Secured Credit Facilities also contain customary affirmative and negative
covenants and require compliance with financial covenants, including an intercst rate coverage ratio, and a leverage ratio that determines the intercst rate margins
on term loan A and the revolving line of credit. The Senior Secured Credit Facilities in general also contain limils on the general amount of capital expenditures
for internal growth, scquisitions and capital improvements, redemptions or acquisitions of capital slock, the payment of dividends and distributions in cash as
well as limits on the smount of tangible net assets in non-guarantor subsidiarics. However, the limitations en capital expenditures for internal growth will not
apply during the periods in which the Company’s leverage ratio is Jess than 3.5:1. The Company’s lcverage ratio at December 31, 2009 was less than 3.5:1.

Term Loans

Term loan A and term loan B total outstanding borrowings each consist of various individual tranche amounts that can range in maturity from one month
to twelve months. Each specific iranche bears interest at a LIBOR rate determined by the maturity of that specifie trenche and the interest rates are reset as cach
specific wanche matures. The overall weighted avernge interest ratc for each term loan is determined based upon the LIBOR interest rates in effect for all of the
individual tranches plus lhe intercst rate margin.
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Term loan A currently E)earS intcrest at LIBOR plus a margin of 1,50%, for an overall weighted average effective rate of 1.74% at December 31, 2009, The
interest rate margin is subject to adjustment depending upon certain financial conditions and could range from 1.50% to 2.25%. Term loan A matures in October
2011 and requires annual principal payments of $87,500 in 2010 and $65,625 in 2011, respectively.

During 2009 and 2008, the Company made principal payments totaling $61,250 and $14,875, respectively, on term loan A.

Ternt Loan B

Term loan B bears interest at LIBOR plus a margin of 1.50% for an overall weighted average effective rate of 2.66%, including the impact of the
Company's swap agreements at December 31, 2009, Tenm Joan B matures in October 2012 and requires principat paymenis of $1,705,875 in year 2012. During
2009 and 2008, the Company did not make, nor was the Company required to make, any principal payments on Term loan B,

Revolving Lines of Credit
The Company has an undrawn revolving line under the Senior Secured Credit Facilities totaling $250,000, of which approximately $51,889 was
committed for outstanding letters of credil. The Company also has other undrawn revolving lines of eredit totaking $3,300 associated with scveral of its joint
venturcs,

Senior and Sentor Subordinaied Notes

‘The Company’s senior and senior subordinated notes, as of December 31, 2009 and 2008, consistcd of $900,000 of 6 >/8% senior notes due 2013 and
$850,000 of 7 114% senior subordinated notes due 2015. The effective interest rate for $400,000 of the 6 /8% senior notes is 6.45%. The notes are guarantced by
suhstantially all of the Company’s direct and indirect wholly-owned subsidiaries and require semi-annual interest payments in March and September. The
Company may redeem some or all of the senior notes at eny time on or afler March 15, 2009 and some or all of the scnior subordinated notes at any time on or
afller March 15, 2010.

Interest rate swaps
Effective January 1, 2009, Lhe Company was requircd to provide enhanced disclosures about the Company’s derivative and hedging activities. The
Company is requited to provide additional disclosures about (a) bow and why the Company uses derivative instruments, (b} how derivative instruments and
related hedged items are accounted for, and (c) how derivalive instruments and related hedged items afTect the Company’s financial position, financial
performance, and cash flows. These requircments did not have a material impact on the Company's consolidated financial statements. The Company has elected
to provide comparative disclosures for the prior period presented.

The Company has entered into several interest rate swap agreements as A means of hedging its exposure to and volatility from variable-based interest rate
changes as part of its overall risk management strategy. These agreements are not held for irading or speculative purposes, and have the economic ellect of
converting partions of our variable rate debt to a fixed rate. These agreements are designated as cash flow hedges, and as a result, hedge-cffective gains or losses
resulling from changes in Lhe [uir values of these swaps are reported in other comprehensive income until such time as each specific swap tranche is realized, at
which time the amounts are reclassificd into net income. Net amounts paid or recejved for each specific swap wanche that have scttled have been reflected as
adjustments to debt expense. These agreements do not contain credit-risk contingent features.
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As of December 31, 2009, the Company maintained a toial of eight interest rate swap agreements with amortizing notional amounts totaling $388,900.
These ngrecments had the economic effect of modifying the LIBOR-based variable interest rate on an equivetent amount of the Company’s debt to fixed rates
ranging from 3.88% to 4.70%, resulting in an overall weighted average effective interest rate of 5.78% on the hedged portion of the Company’s Senior Sceurcd
Credit Facilities, including the term loan B margin of 1.50%. The swap apreements expire in 2010 and require quarterly interest payments. The Company
estimates that approximately $8,500 of existing unrealized pre-tax losses in other comprehensive income at December 31, 2009 will be reclassified into income

over the next twelve months,

The following table summarizes our derivative instruments as of December 31, 2009 and 2008:

Interest rate swap liabilities

December 3, 2009 December 31, 2008
. 3 i Ealance sheet Balance sheet

Derlvatives designated a3 hedping instr location Fair vahue location Fair value
Current serillement of interest rate swap agreements Other current Other current

liabilities b3 10,792 liabikities $ 18
Intcrest rate swap agreements Other long-term Other long-term

tiabilitics linbilities 21,886
Total $ 10,792 $ 21904

The following table summarizcs the effects of our interest ratc swap agrecments for the years ended December 31, 2009, 2008 and 2007:

Amount of gains (losses) Location of Amount of puins (loases)
recognized in OC1 on interest (losses) paing reclassified from accumulated
rRte SWAD BZrtements reclussified QClI into income
Years ended December 31, from Years ended December 31,
1009 2008 2007 accumulated 2009 2008 2007
OCl into
Dervatives desipnated as cash flow hedpes income
Interest rate swap agreemenlis $(4220) $(21,190) $(11,733) Debtexpense $(17.253) $(4,239) $ 14498
Tax expense bencfit (expense)} 1,642 8,243 4,564 6,711 1,649 (5,640)
Total $(2,578) $(12.947 § (7,169 $(10,542) $(2,590) § 8,858

As of December 31, 2009, the Company’s intercst rates were cconomically fixed on approximatcly 21% of its variable ratc debt and approximatcly 59% of

its total debt.

As a result of the swap agreements, the Company's overall weighted average effective interest rate on the Senior Secured Credit Facilitics was 2.63%,

based upon the current margins in effect of 1.50%, as of December 31, 2009.

The Cémpany’s overall weighted average effective interest rate in 2009 was 4.86% and as of December 31, 2009 was 4.68%.

Debt expense

Debt expense consisted of interest expense of $176,100, $214,944 and $242,720, amortization of deferred financing costs of $9,655, $9,772 and 59,808 for

2009, 2008 and 2007, respectively, and in 2007 included the
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write-off of $4,371 of deferred financing costs. Debt expense in 2007 also included $248 of other costs associated with the amendment and reinstatement of the
Senior Secured Credit Facilities. The intercst expense amounts are net of capitalized interest.

14, Leases

The majority of the Company's facilities are Icased under non-cancelable operating Ieases, ranging in terms from five to 15 ycars, which contain renewal
options of fivc to len years at the fair rental vaiue at the time of renewal. The Company leases are genenally subject to periodic consumer price index increases or
contain fixed escalation clauses. The Company also leases certain equipment under capital leascs.

Future minimum lease payments undcr non-cancelable opcrating leases and capital Icases arc as follows:

Operating Capital
leases leases
2010 $ 215,993 A 851
2011 197,042 852
2012 176,378 870
2013 152,512 835
2014 130,718 579
Thereafter 4319217 2,801
$ 17311,860 6,788
Less porlion representing intercst (2,153)
Total capitat lease obligations, including current portion : $ 4,635

Rent expense under all operating Icases for 2009, 2008, and 2007 was $248,792, $225,531 and $200,626, respectively. Rent expense is recorded on a
straight-line basis, over the term of the leasc, for leases that contain fixed escalation clauses or include abatement provisions. Leaschold improvement incentives
are deferred and amortized 1o rent expense over the term of the lease. The net book valu of property and equipment under capital leases was $5,432, 56,612 and
$7,191 at December 31, 2009, 2008 and 2007, respectively. Capital lease obligations are included in long-tcrm debt. See Note 13 to the consolidated financial
statements.

15. Employee benefit plans

The Company has a savings plan for substantially all employces which has been established pursuant to the provisions of Section 401(k) of the Internal
Revenue Code, or IRC. The plan allows for employees to contribute a percentage of their base annual salaries on a tax-deferred basis not to exceed IRC
limitations. The Gompany does not provide any matching contributions.

The Company alsa maintains # veluntary compensation deferral plan, the DaVita Yoluntary Defcrral Plan. This plan is non-qualified and permits certain
employecs whose annualized base salary cquals or exceeds a minimum annual threshold amount as set by the Company to clcct to defer al! or a portien of their
annual bonus payment and up to 50% of their base salary into a deferral account maintained by the Company. Total contributions to this plan in 2009 and 2008
were $2,062, and $1,993, respectively. Deferred amounts are gencraily paid out in cash at (he participant’s clection either in the first or second year following
retirement or in a specified future period at least three to four yeurs afier the deferral election was effective. During 2009 and
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2008, the Company distributed $601 and $764, respectively, 10 panicipants. Participants are credited with their proportional amount of annual carnings from the
plan. The assets of this plan arc held in o “rabbi trust” and gs such are subject to the claims of the Company’s general creditors in the event of its bankrupicy. As
of December 31, 2609 and 2008, the total fair value of assets held in trust were §7,246 and $4,556, respectively,

As part of the acquisition of DYA Renal Healthcare on October 5, 2005, the Company acquired an Executive Retiremnent Plan for certain members of
managemenl. This plan is non-qualified and contributions to the plan were made at the discretion of IPVA Renal Healthcare based upon a pre~dctermined
percentage of a participant’s base salary. Effcctive November 2003, all contributions to this plan were discontinued and the balance of the plan asscts will be paid
out upon termination of each individeal panticipant. During 2009 and 2008, the Company distributed $241 and $142, respectively, to participants. As of
December 31, 2009 and 2008, the total fair value of asscts held in trust was §1,570 and $1.490, respectively.

The Company maintained a non-qualified deferrcd compensation plan for kcy employees. Company contributions were discretionary and were deposited
into a rabbi trust. Participants in the plan were subject to 2 vesting period and typically rcceive annual distributions frorm the plan commencing one year afler
grant date, although in certain situations disiributions are paid upon termination or retirement. Participants also had the option to direct their balances into certain
investment funds und were credited with their proportional amount of earnings from the investments. The assets of this plan were held in the rabbi trust and were
subject to the claims of the Company’s general creditors in the event of its bankruptcy. There were no contributions to this plan in 2009, In 2008, the Company
contributed $16 to this plan, During 2009, the Company distributed §15,851, including earnings, 1o eligible participants, which were the total assets held in trust.
In 2008, the Company distributed $5,263 to eligible participants.

The Company also maintained another non-qualified deferred compensation plan for certain employees. Company contributions (o the plan were
discretionary and were deposited into a rabbi trust that was not subject to eneral creditors claims in the event of bankruptcy by the Company. Participants in the
plan werc subject to a vesting period and were ¢redited with their proportional amount of earmings from the investments within the plan. In 2008, the Company
distributed $15,122, including earnings to all eligible participants. The distribution was the total assets held by trust.

The fair value of all of the assets held in plan Lrusts as of December 31, 2009, and 2008 totaled $8,816 and $21,833, respectively. These assets are
available for sale and as such are recorded at Tair market value with changes in the fair market valucs being recorded in other comprehensive income. Any fair
market value changes to the corresponding liability balance will be recorded as compensation expense. See Naote 9 to the consolidated finaneial statements.

Most of the Company’s outstanding employee stock plan awards include a provision aceelerating the vesting of the award in the event of a change of
control. The Company also maintains a change of control protection program for its employees who do not have a significant number of stock awards, which has
been in place since 2001, and which provides for cash bonuses to employecs in the cvent of a change of control. Based on the market price of the Company’s
common stock and shares outstanding on December 31,2009, these cash bonuses would total approximately $235,000 if a control transaction occurred at that
price and the Company’s Board of Dircclors did not modify the program. This amount has not been accrued at December 31, 2609, and would only he accrued
upon a change of control. These change of control provisions may affeet the price an acquirer would be willing to pay for the Company.
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16. Contingencies

The majority of the Company’s revenucs are from government programs and may be subject to adjustment as a result of: (1} examination by government
agencies or contractors, for which the resolution of any matters raised may take exiended periods of time to finalize; (2) differing intcrpretations of government
regulations by differcnt fiscal intermediarics or regulatory authoritics, (3) differing opinions regarding a patient’s medical diagnosis or the medical necessity of
services provided; and (4) retroactive applications or inferpretations of governmental requirements. In addition, the Company’s revenues from commercial payors
may be subject to adjustment as a resulk of potential claims for refunds, as a result of government actions or as a result of other claims by commercial payors.

Inguiries by the Federal Government

In December 2008, the Comipany received a subpoena for documents from the Office of Tnspector General, U.S. Department of Health and Human
Services, or OIG, relating to the pharmaceutical products Zemplar, Hectorol, Venofer, Ferrlecit and Epogen & or EPO, as well as other related matters. The
subpocna covers the period from January 2003 to the present. The Company has been in contact with the United States Attorney 's Office, or U.S. Attorney’s
Office, for the Northern District of Georgia and the U.S. Department of Justice in Washington, DC, since November 2008 relating to this matter, and has been
advised that this is a civil inguity. On June 17, 2009, the Company lcarned that the allegations were made as part of a civil qui tam complaint filed by individuals
and brought pursuant to the federal False Claims Act. The case remains under seal in the United States District Court for the Northern District of Georgia, The
Company is cooperating wilh the inquiry and is producing the requested records. To the Company’s knowledge, no proceedings have been initiated by the federa)
government ngainst the Company at this time. Although the Company cannot predict whether or when proceedings might be initiated, or when these matters may
be resolved, it is not unusual for investigations such as these 1o continuc for a considerable period of time. Responding to the subpocna will continue to require
management’s attention and significant legal expense. Any ncgative findings could result in substantial financial penaltics against the Company and exclusion
frem future participation in the Medicare and Medicaid programs.

In February 2007, the Company received a request for information from the QIG for records relating to EPO claims submitted to Medicare. In August
2007, the Company reccived a subpoena from the OIG seeking similar documents. The requested documents retate to services provided from 2001 to 2004 by a
number of the Company’s centers, The request and subpocna were sent from the O1G’s offices in Houston and Dallas, Texss. The Company is cooperating with
the inquiry and is producing the rcquested records. The Company has been in contact with the U.S. Attorney’s Office for the Eastern District of Texas, which has
stated that this is a civil inquiry related to EPO claims. On July 6, 2009, the United States District Court for the Eastern District of Texas lifled the scal on the
civil qui tam complaint related to these allegations and the Company was subsequently served with a complaint by the rclator. We believe that there is some
overlap between this issue and the ongoing revicw of EPO utilization and claims by the U.S. Attorney’s Office, for the Eastern Disirict of Missouri in St. Louis
described below. T the Company’s knowledge, no proceedings have been initiated by the federal government against the Company at this time. Although (he
Company cannot predict whether or when proceedings might be initiated or when these matters may be resolved, it is not unusual for investigations such as these
to continue for a considerable period of time. Responding 1o these inquiries will continue to require management’s attention and significant [egal cxpense. Any
negative findings could result in substantial financial penalties against the Company and exclusion from fature participation in the Mcdicare and Medicaid

programs,

1n March 2005, the Company received o subpoena from the U.S. Attorney’s Office for the Eastern District of Missouri in St. Louis, The subpoena requires
production of a wide range of documents relating 1o our
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operations, including documents related to, ameng other things, pharmaceutical and other services provided to patients, relationships with pharmaccutical
companics, and financial relationships with physicians and joint venturcs, The subpoena covers the period from December 1, 1996 through the present. In
October 2005, the Company received a follow-up request for additional documents related to specific medical direcior and joint venture arrangements. In
February 2006, the Company received an additional subpoena for documents, including certain paticnt records relating to the administration and billing of EPO.
In May 2007, thc Company received & request for documents related to durable medical equipment and supply companics owned and operated by the Company.
The Company is cooperating with the inquiry and is producing the requested records. The subpoenas have been issucd in connection with a joint civil and
criminal investigation. It is possiblc that criminal proceedings may be initiated against the Company in conncction with this inquiry, To the Company’s
knowledge, no proceedings have been initiated against the Company at this time. Although the Company cannot predict whether or when proceedings might be
initiated or when these matters may be resolved, it is not unusual for investigations such as these to continue for a considerable period of time. Responding to the
subpocnas will continue to require management’s attention and significant legal expensc. Any negative findings could result in substantial financial penalties
against the Company, exclusion from future participation in the Medicarc and Medicaid programs and criminal penalties.

Other

The Company has recgived several notices of claims from commereial payors and other third partics related to hisiorical billing practices and claims
against DVA Renal Healthcare (formerly known as Gambro Healthcare) related to historical Gambro Healthcare billing practices and other matters covered by
their 2004 setlement agrecment wiih the Department of Justice and certain agencies of the U.S. government. At least one commercial payor has filed an
arbitration demand against the Company, as described below, and additional commercial payors have threatened litigation. The Company intcnds to defend
against these claims vigorously; however, the Company may not be successful and these claims may lead to litigation and any such litigation may be resolved
unfavorabty.

Several wage and hour claims have been filed against the Company in the Superior Court of California, each of which has been styled as a class action. In
February 2007, June 2008, October 2008 and December 2008, the Company was served with five separate complaints, including two in October 2008, by various
former employces, each of which alleges, among other things, that the Company failed to provide rest and meal periods, failed to pay compensation in lieu of
providing such rest or meal periods, failed to pay the correct amount of overtime, failed to pay the rate on the “wage statement,” and failed to comply with certain
other Californie labor code requirements. The Company has reached a tentative scrilement in the complaints served in February 2007 and December 2008 and
one of the complaints scrved in October 2008. That scttlement has been partially approved by the court and the Company is waiting for final court approval of
the last part of the settlement. The Company intends to vigorously defend against the remaining ¢laims and to vigorously opposc the certification of the
rcmaining matters as class actions.

In August 2007, Sheet Mctal Workers National Health Fund and Glenn Randle filed a complaint in the United States District Court for the Central District
of California against the Company. The complaint also names as defendanis Amgen Inc. and Fresenuis Medical Care Holdings, Inc. The complaint is siyled asa
class action and alleges four claims against the Company, including violations of the fcderal RICO siatute, California’s unfair competition law, California’s false
advertising Jaw and for unjust enrichment, The complaint's principal aliegations against the Company arc that the defendants cngaged in a scheme to unlowfully
promote the administration of EPO to hemodialysis patients intravenously, as opposed to subcutaneously, and to over-utilize EPO. On December 17, 20083, the
Court dismissed the complaint and allegations in their entircty with permission
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of plaintifTs to amend the complaint. The Company was not named as a defondant in plaintiffs’ amended complaint. In June 2009, the Court dismisscd the
remainder of the case. Following the dismissal, plaintiffs filed a notice of appenl. The notice of uppeal sccks review by the U, 5. Court of Appeals for the Ninth
Circuit of all of the district court’s dismissal rulings, including the ruling dismissing the Company as a defendant. The Company intends to continue to
vigorously defend this claim.

In October 2007, the Company was contacted by the Attomey General’s Office for the State of Nevada. The Attorney General’s Office informed the
Company that it was conducting & civil and criminal investigation of the Company’s operations in Nevada and that the investigation related to the billing of
pharmaceuticals, including EPO. In February 2008, the Attorney General's Office informed the Company that the civil and criminal investigation has been
discontinued. The Attorney General's Office further advised the Company thet Nevada Medicaid intends to conduct audits of cnd stage renal discase (ESRD)
dialysis providers in Nevadn, including the Company, and that such audits will relatc to the issues that were the subjects of the investigation, To the Company’s
knowicdge, no court proceedings have been initiated against the Company at this time. Any negative audit findings could result in & substantial repayment by the

Company.

1n August 2005, Blue Cross/Blue Shield of Louisiana filed a complaint in the United States District Count for the Western District of Louisiang against
Gambro AB, DVA Renal Healthcare (formcrly known as Gambro Healthcare) and related entities, The plaintifl sought to bring its claims as a class action on
behalf of itsclf and &l entitics that paid any of the defendants for health care goods and services from on or about January 1991 through at least Deccmber 2004.
The complaint alleged, among other things, damages resulting from facts and circumstances underlying Gambro Healthcare's 2004 setilement agreement with the
Department of Justice and cerain agencies of the U.S. govemment. In March 2006, the casc was dismissed and the plaintifT was compelled to scck arbitration to
tesolve the matter, In November 2006, the plaintiff filed a demand for class arbitration against the Company and DVA Renal Healthcare, The Company intends
to vigorously defend against these claims. The Company also intends to vigorously oppose the certification of this matier as a class action. At this time, the
Company cannol predict the ultimate outcome of this matter or the potential range of damages, ifany.

In June 2004, Gambro Healthcare was served with a complaint filed in the Superior Count of California by one of its former employees who worked forits
Califomia acute services program. The complaint, which is styled as a class action, alleges, among other things, that DVA Renal Healthcare failed to provide
overiime wagces, defined rest periods and meat periods, or compensation in lieu of such provisions and failed 1o comply with ccrtain other California labor code
requirements. The Company intends to vigorously defend against thesc claims. The Company also intends to vigorously oppose the certification of this mattcr as
a class action. At this fime, the Company cannot predict the ultimate outcome of this matter or the potential range of damages, if any,

In addition to the foregoing, the Company is subject to claims and suits, including from time to time, contractual disputes and professional and gencral
liability claims, as well as audits and investigations by various government entities, in the ordinary course of business. The Company believes that the ultimate
resolution of any such pending proceedings, whether the underlying claims arc covered by insurance or not, will not have a material adverse effect on its
financial condition, results of operations or cash flows.

17. DaVita Inc. siock-based compensation and shareholders’ equity

Stock-based compensation

Stock-based compensation recognized in a pertod represents the amortization during that period of the estimated grant-date fair value of stock-based
awards over their vesting terms, adjusted for expected forfeitures. Sharcs issued upon exercise of stock awards are generally issued from shares held in treasury.
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Stock-based compensation plans and agreements

On May 29, 2007, the Company’s stockholders approved an amendment and restatement of the Company’s Employee Stock Purchase Plan fo increasce the
number of shares of common stock available for issuance under that plan by 800,001 shares, and approved an amendment and restatement of the Company’s
2002 Equity Compensation Plan to increasc the number of sharcs of common stock available for issuance under that plan by 6,000,000 shares and, among other
things, to remove certain available share recycling features, to change the limit on the maximum number of shares of common stock that may be subject to
awards granted to any single recipient in any consecutive twenty-four month period so that such limit applies only to awards of stock options and stock
appreciation rights, and to provide additional exccptions from the three year minimum vesting period generally applicable to grants of restricted stock units and
other full share awards.

The Company’s stock-based compensation plans and agreemenis are described below,

2002 Pian. The DaVita Inc. 2002 Equity Compensation Plan (the 2002 Plan) is the Company’s omnibus equity compensation plan and provides for
grants of stock-based awards to cmployces, directors and other individuals providing services to the Company, except that incentive stock options may only be
awarded to cmployees. The 2002 Plan mandates a maximum award ferm of five years, and stipulates that stock options and stock appreciation rights be granted
with prices not less than the fair market value on the date of grant. The 2002 Plan further requires that full share awards such as restricted stock units reduce
sharcs available under the 2002 Plan at a rate of 3.0:1. The Company’s nonqualified stock options, stock appreciation rights and stock units awarded under the
2002 Plan generally vest over 48 to 60 months from the date of grant. At December 31, 2009, there were 13,316,104 stock options and stock-sctiled stock
apprecintion rights and 69,696 stock units outstanding and 4,041,592 shares available for future grants under the 2002 Plan,

Predecessor plans.  Various prior stock-bascd compensation plans were terminated upon shareholder approval of the 2002 Plan in 2002, and the 1999
Non-Executive Officer and Non-Dircetor Equity Compensation Plan (the 1999 Plan) expired in 2009, both cxcept with respect to option awards then outstanding.
Siock options granted under these ierminated plans were gencrally issued with excrcise prices equal to the market price of the stock on the date of grant, vesied
over four years from the date of grant, and bore maximum award terms of five to 10 years. For thesc terminated plans, there were only 20,084 stock options
remaining outstanding under the 1999 Plan as of December 31, 2009

Deferred stock unit agreements.  During 2001 through 2003, the Company made nonqualificd stock unit awards to members of the Board of Directors
and certain key executive officers under stand-nlone contractual deferred stock unit ngreements. These awards vested over ong to four years and were sefiled in
stock when they vested or at a later date at the clection of the recipient. The last 63,635 shares subject to these agreements wete issued to their recipients in 2008.
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A combincd summary of the status of awards under these stock-based compensation plans and agreements, including base shares for stock appreciation
rights and shares subject to stock option and stock unit awards, is as follows:

Year ended December 31, 2009

Stock options and sioek apprecintion riphts

Stoek units

Weighted Weighted Weighted
average averape ovErBpe
exercise remaining remaining

Awards price contractual life Awsrds contractual life
Quisianding at beginning of year 12,739,134 § 4175 104,085
Granted 4,211,840 46.97 48,135
Exercised (2,621,042) 3723 (73.801)
Forfeited (993,744) 49.74 (8,723)
Quistanding at ¢nd of period 13,336,188 $ 4941 3.0 69,696 4.1
Awards excrcisable at end of period 4,473,520 $ 5093 2.0 B.R10 4.8
Weighted-average fair value of awards granted
during 2009 3 12.08 3 5431
Weighted-average Moir vatue of awards grantcd
during 2008 M 11.01 b 51.13
Weighted-average fair value of awards granted
during 2007 $ 13.89 b 54.69
Weighted Weighted
average average
. Awards exercise Awards exercise
Rangpe of excrelse prices sutstanding price exercisable price
$ 0.00-5 0.00 69,696 b — 8,810 b —
$30.01-$40.00 - 250 3220 250 32,20
$40.01-550.00 7,324,263 46.52 1,844,556 47.94
$50.01-$60.00 5,957,175 52.85 2,603,091 52.94
$60.01-$70.00 54,500 61.12 25,623 61.02
Total 13,405,884 $ 4915 4.482,330 $ 5083

For the years ended December 31, 2009, 2008, and 2007, the aggregate intrinsic value of stack awards excreised was 346,896, $35,957 and 586,283,
respectively. At December 31, 2009, the aggregate intrinsic value of stock awards outstuntding was $128,668 and the aggregate intrinsic value excrcisable was

$35,533.

Estimated fair value of stock-based compensalion awards
The Company has estimated the grant-date fair value of stock option and stock-sertled stock appreciation rights awards using the Black-Schotes-Merton
vahuation mode] and stock unit awards at intrinsic value on the date of grant. The following assumptions werc used in estimating these values and determining
the total stock-based compensation attributable to the current period:

Expecied term of the awards:  The expecied term of awards granted represents the period of time that they are expected to remain oulstanding from the

date of grant, The Company determines the expected term of its

Source: DAVITA INC, 10-K, February 25, 2010
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stock awards based on its historical experience with similar awards, considering the Company's historical exercise and post-vesting termination patierns, and the
terms expeeted by peer companics in near industrics.

Expected volatility:  Expected volatility represents the volatility anticipated over the cxpected term of the award. The Company determines the expected
volatility for its nwards bascd on the velatility of the price of its common stock over the most recent retrospective period commensurate with the expected term of
the award, considering the volatility expectations implied by the market price of its exchange-traded options and the volatilities expected by peer companies in
near industries.

Expected dividend yield: The Company has not paid dividends on ils common stock and does not currently expect to pay dividends during the term of
stock awards granted.

Risk-free interest rate:  The Company bases the expected risk-frec intercst rate on the implied yield currcnily available on stripped interest coupons of
U.S. Treasury issucs with a remaining term equivalent to the expected term af the award.

A summary of the weighted average valuation inputs described above used for estimating the grant-date fair value of stock options and stock-sctiled stock
appreciation rights granted in the periods indicated is as follaws: -

Yenr ended December 31,

2009 2008 2007
Expected term 3.5 years 3.4 years 3.7 years
Expected volatility 2% 27% 25%
Expected dividend yield 0.0% 0.0% 0.0%
Risk-free interest rate 1.8% 2.4% 4.4%

The Company estimates expected forfeitures based upan historical expericnce with separate groups of employees that have exhibited similar forfeimre
behavior in the past. Stack-based compensation expense is recorded only for awards that are expected to vest.

Employce stock purchase plan

The Employce Stock Purchase Plan entitles qualifying employees to purchase up to 325 of the Company's commeon stock during each calendar year. The
amounts used 10 purchase stock arc accumulated through payrolt withkoldings or through optional lump sum payments made in advance of the first day of the
purchase right period. This compensatory plan allows employees to purchase stock for the lesser of 100% of the fair market value on the first day of the purchase
right period or 85% of the (air market value on the last day of the purchase right period. Purchase right periods begin on January 1 and Juiy 1, and end on
December 31. Payroll withholdings and lump-sum payments related to the plan, included in accrued compensation and bencfits that were uscd to purchase the
Company’s common stock were $4,280, $4,522, and $4,711 at December 31, 2009, 2008 and 2007, respectively. Subsequent to December 31, 2009, 2008 and
2007, 86,213, 107,340 and 98,353 shares, respectively, were issued to satisfy obligations under the plan. At December 31, 2009, there were 962,752 shares
available for future grants under this plan.

The fair value of employces' purchase rights was estimated as of the beginning dates of the purchase right periods using the Black-Scholes-Merton
valuation madel wilh the following weighted average assumptions for purchese right periods in 2009, 2008 and 2007, respectively: cxpeeted volatility of 34%,
24% and 23%; risk-frce interest raic of 0.2%, 2.5% and 4.9%, and no dividends, Using these assumptions, the weighted average estimated fair value of thesc
purchase rights was $13.90, $13.65 and $13.96 for 2009, 2008 and 2007, respectively.
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Stock-based compensation expense and proceeds
For the years ended December 31, 2009, 2008 and 2007, the Company recognized $44.422, $41,235 and $34,149, respectively, in stock-based
compensation expensc for stock options, stock settled stock appreciation rights, stock units and discounted cmployce stock plan purchases, which is primarily
included in general and administraiive cxpenses. The estimated tax benefits recorded for this stock-based compensation in 2009, 2008 and 2007 were $16,810,
$15,609 and $12,820, respectively. As of December 31, 2009, there was $79,957 of total estimated unrecognized compensation cost related to nonvested
stock-based compensation arrangements under the Company’s equity compensation and stock purchase plans. The Company expecis to recognize this cost over a
weighted avcrage remaining period of 1.4 years.

During the years endcd December 31, 2009, 2008 and 2007, the Company received $63,653, $35,606 and $54,697 in cash procceds from stock option
exercises ond $18,241, $13,988 and $32,788 in total actual tax benefits upon the exercise of stock awards, respectively.

Stock repurchases
During 2009 and 2008, the Company repurchased a total of 2,902,619 and 4,788,881shares of its common stock for $153,495 and $232,715, or an average
price of $52.88 and $48.59 per share respectively, pursuant to previously announced authorizations by the Board of Directors. On November 3, 2009, the
Company announced that its Board of Directors autharized an increase of an additional $300,000 of share repurchases of its common stock. As a result of these
transactions the total outstanding autharization for share repurchases as of December 31, 2009 was $300,000. The Company has not repurchased any additional
shares of its common stock through February 25, 2010, This stock repurchase program has no expiration date.

Sharcholder righis plan
The Company’s Board of Dircctors approved a shareholder rights plan on November 14, 2002. This plan is dcsigned to assure that DaVita's sharcholders
receive fair treatment in the event of any proposed 1akeover of DaVita.

Pursuant to this plan, the Board approved the declaration of a dividend distribution of onc common stock putchase right for each outstanding share of its
common stock payable on December 10, 2002 to holders of record of DaVita common stock on November 29, 2002. This nights distribution was not taxable to
DaVitn shareholders. As a result of the stock split that oceurred during the second quarter of 2004, two-thirds of a right are now attachcd to each share of the
Company’s common stock, Two-thirds of a right will also attach to each newly issued or reissued share of common stock. These rights will become excreisable if
a person or group acquires, or announces a tender offer for, 15% or more of DaVita’s outstanding common stock. The triggering persen’s stock purchase rights
will become void at that time and will not become excreisable.

Each right initially entitles its holder to purchase one share of commen stock from the Company at a price of $125.00. If the rights become exercisable,
and subject to adjustment for authorized shares available, each purchase right will then entitle its holder to purchase $125.00 of common stock at a price per
share equal to 50% of the average daily closing price of the Company’s commeon stock for the immediately preceding 30 consecutive trading days. if DaVita is
ucquired in a merger or other business combination transaction after the righis become exercisable, provisions will be made to allow the holder of each right to
purchase $125,00 of common stock from the acquiring company at a price equal to 50% of the average daily closing price of that company’s common stock for
the immediatety preceding 30 consecutive trading days.
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The Board of Directors may elect to redeern the rights at $0.01 per purchase right at any time prior {o, or ¢xchange common stock for the rights at an
exchange ratio of onc share per right at any time after, a person or group acquires or announces a tender offer for 15% or more of DaVita's outstanding common
stock. The cxercise price, number of shares, redemption price or exchange ratio associated with cach right may be adjusted as appropriate upon the occurrence of
certain events, including any stock split, stock dividend or similar transaction. These purchase rights will expire no later than November 14, 2012,

Charter documents & Delaware law
The Company’s charter documents include provisions that may deter hostile takeovers, delay or prevent changes of control or changes in management, or
limit the ability of stockholders to approve transactions that they may otherwisc determine to be in their best interests, These include provisions prohibiting
stockholders from acting by written consent, requiring 90 days advance notice of stockhotder proposals or nominations to the Board of Directors and granting the
Board of Ditectors the authority to issue up to five million shares of preferred stock and to detcrmine the rights and preferences of the preferred stock without the

necd for further stockholder approval.
The Company is also subject to Section 203 of the Delawarc General Corporation Law that, subject to exceptions, would prohibit the Company from

cngaging in any busincss combinations with any interested stockholder, as defined in that section, for a period of three years following the datc on which that
stoekholder became an interested stockholder. These restrictions may discourage, delay ot prevent a change in the conirol of the Company.

Changes in DaVita Inc. s ownership interest in consolidated subsidiaries
The effects of changes in DaVita Inc.’s ownership intercst on the Company’s equity are as follows:

Year ended
December 31, 2009
Net income attributable 1o DaVita Inc. ‘ j ' [ 5 [422,684' |
Decreasc in paid-in capital for sales of noncontrolling interest in cleven joint ventures, respectively {529)
PDecreasc in paid-in capilal for the purchase of a noncontrolling interest in six joint ventures, respectively ! ) | [ 3,721}
Nect transfer from noncontrolling intcrests (4,250)
Change from net income aftributable to DaVita Inc, and transfers (to) from noncontrolling inlerests i ) 3 [418.434] |

Duritg 2009, the Company contribulcd cash and assets in two centers that were previously wholly-owned in exchange for an cquity investment of 40% in
a newly formed joint venture vatued at $3,600. The Company recognized a pre-tax loss of $1,928 and deconsolidated these centers as a result of the transaction,
in 2009, the Company also sold its controlling financial interest in one entity that contained one center which was previously wholly-owned 1o an cxisting joint
venture in which the Company owns a 50% cquity investment for $1,750 and recognized a pre-tax Joss of $1,408. The Company deconsolidated this entity as a
result of this transaction. The Company was also required to contribute $1,000 to the joint venture. The cstimated fair values of the retaincd equity investments
for both of these transactions werc based upon vajuation techniques as determined by an outside appraiser. The recognized pre-tax losses for both transactions
were recorded in patient carc costs in the consolidated statement of income.
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18. Other comprehensive income

Charges and credits 1o other comprehensive income have been as {ollows:

Unrealized losses on intcrest raie swaps
Less reclassification of net swap realized gains into nct income

Nect swap activity

Unrealized gains on investments
Less reclassification of net investment realized gains into net income

Net investment activity
Total

Unrcalized losses on inlerest rale swaps
Less reclassification of net swap reatized losses into net income

Net swap activity

Unrealized losscs on investments
Less reclassification of net investment realized gaing into net income

Nel investment aclivity
Total

Unrealized losses on interest rate swaps
Less reclassification of net swap realized losses into net income

Net swap activity

Unrealized gains on investments
L.css reclassification of net investment realized gains into net income

Net investment activity
Total

Source; DAVITAING, 10-K, Fepruary 25, 2010

2007
Before tax Tax {expense) Net-of-tax
amount beneflit amount
§ (11.733) S 4,564 $  (1.169)
(14.498) 5,640 (8,858)
(26,231) 10,204 (16,027)
6,892 (2,681) 4,211
(6,042) 2,350 (3,692)
850 (331) 519
3 (25381) $ 9,873 $  (15,308)
2008
Before tax Tax (expense) Net-of-iax
amount bencfit amount
$ (21,190) 3 8,243 5 (12,997
4239 (1,649) 2.590
(16,951) 6,594 (10,357}
{1.922) 748 {1.174)
(486) 189 (297)
(2,408) 937 (1,471)
$ (19359) $ 1531 § (11,828
1009
Refore tox Tax {expense) Net-of-taz
amount benefit amount
§ (4,220) 3 1,642 §  (2.578)
17,253 (6,711) 10,542
13,033 {5,069) 7,964
1,614 {628) 986
(261) 102 (159)
1,353 (526) 827
$ 14,386 3 (5,595) 5 8,791
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Changes in accumulated other comprehensive income (loss) has been as follows:

Accumulated
ather
Interest rate Investment comn prehensive
swaps securltes income

Balance December 31, 2007 (3,030) 519 (2,511)
Net activity (10,357) (1.471) (11,828)
Balance December 31, 2008 5 (13387) s (952) by (14,339)
Net activity 7.964 827 8,791
Balance December 31, 2009 b (5,423) 5 (125) 5 (5,548)

19, Acyuisitions and divestitures
Acquisitions

All busincss combinations consummated after January 1, 2009, are required to be accounted for under the acquisition method {previously referred to as the
purchase method). Under the acquisition method, the acquirer recognizes the assets acquired, the liabilitics assumed, contractual contingencies, as well as any
noncontroliing interests in the acquiree at their fair values at the acquisition date. Noncontractual contingencies are recognized at the acquisition date at their fair
valucs only if it is morc likely than not that they meet the definition of an asset or a liability. Tmnsaction costs are excluded from the acquisition cost and are
cxpensed as incurred. Any contingeni consideration included by the acquirer as part of the purchase price must alse be measured at fair value at the acquisition
date and is classificd as either equily or a liability. A Company that obtains control but acquires less than 100% of an acquiree is required to record 100% of the
fair value of the acquiree assets, liabilities, and noncontrolling interests at the acquisition date. The adoption of these requirements did not have a material impact
on the Company’s consolidated financial statcments,

The total acquisition amounts were as follows:

Year ended December 31,

' 2009 2008 2007
Cash paid, net of cash acquired $ 87,617 $ 101,959 $ 127,094
Deferred purchase price and other acquisition obligations 338 2286 1,195
Aggregate purchase cost 5 87,955 £ 104,245 $ 128289
Number of chronic dialysis centers acquired 19 20 16

During 2009, 2008, and 2007, the Company acquired dialysis businesses consisting of 19 centers, 20 conters and 16 centers for a total of $87,955, $93,024
and $57,783, respectively, in cash and deferred purchase price obligations. In 2009, the Company also acquired additional ownership interests in several existing
majority-owned joint ventures for $6,859. In 2008, the Company also acquired an 80% ownership interest in one vascular access clinic for $11,221 and in
addition, purchased additional ownership interests in several existing majority-owned joint ventures for $24,409. In 2007, the Company also acquired an 85%
owncrship interest in HomeChoice Partners for $70,506 in cash and deferred purchase price obligations. HCP provides infusion therapy services Lo patienis with
acule or chronic conditions that can be meated al home ot at an ambulatory infusion site. The assets and liabilities for all acquisitions were recorded at their
estimated fair values at the dates of the acquisitions and are included in the Company's financial statemenis and operating results from the designated effective
dates of the acquisitions.
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The initial purchase cost allocations for acquired businesses are recorded at fair values based upon the best information available to management and arc
finalized when identified pre-ucquisition contingencies have been resolved and other information arranged to be obtaincd has been received, but in no case in
cxcess of one year from the acquisition date. Adjustments to purchase accounting for prior acquisitions and paymenis for acquisitions in proccss have been
included in the periods recopnized.

The aggregate purchasc cost allocations for dialysis and other related businesses were as follows:

Year ended December 31,
2009 2008 2007

Tangible assets, pnincipally lcaschold improvements and equipment § 11,140 5 19”12 $ 20,085
Amortizable intangible asscis 6,703 9,988 12,271
Goodwill 78,199 $9,234 105,609
Noncontrolling interest, nct purchased {assumed) (7,567) (2,732) (7,987
Liabilities assumed (520) (217 (1,689)

Aggregate purchasc cost $ 87,855 § 104,245 5 128,289

Amortizable intangible assets acquired during 2009, 2008 and 2007 had weighted-avernge estimated useful lives of seven, nine and eight years,
' respectively. The total amount of goodwill deductible for tax purposcs associated with these acquisitions for 2009, 2008, and 2007 was approximaiely $72,000,
$109,000 and $106,000, respectively.

Pro forma financial information

The following summary, prepared on a pro forma basis, combines the resulls of aperations as if all acquisitions in 2009 and 2008 had been consummated
as of the beginning of 2008, after including the impact of certain adjustments such as amortization of intangibles, interest expense on acquisition financing and
income tax effects.

: Year ended December 3,
: 2009 2008
(unraudited)
Pro forma net revenues $ 6,141,217 $ 5761318
Pro forma net income attributable to DaVita [nc. 424,493 379,132
Pro forma income from continuing operations attributable to DaVita Inc. 424,493 379,132
Pro forma basic net income per share atiributable to DaVita Inc. 4.10 3.6l
Pro forma diluted net income per share attributable to DaVita Inc, 4,08 3.58

20. Variable interest entities

Effective for the Company’s first annual reporting pesiod that begins after November 15, 2009, the FASB is eliminating the quantitative approach
previously required for determining the primary beneficiary of a variable interest cntity, and requiring edditional disclosures about an cnterprise’s involvement in
variable interest entities. An enterprisc will be required to perform on analysis 1o detcrmine whether the enterprise’s varinble interest or interests give it a
controlling financial interest in a variable interest cntily by having both the power to direct the activities of a variable interest cntity that most significantly impact
the entity’s economic performance and the obligation to absorb losses of the entity, or the right to receive benefits from the entity, In addition, the FASB is
establishing new guidance for determining whether an entity is a variable interesi entity, requiring an ongoing
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rcassessment of whether an enterprise is the primary beneficiary of 2 variablc interest entity, and adding an additional reconsideration event for determining
whether an entity is a variable intcrest entity when any changes in facts and circumstances occur such that the holders of the cquily investment at risk, as a group,
Jose the power from voting rights or similar rights conceming those investments to dircet the activities of the entity that most significantty impact the entiry’s
economic performance, The Company is currently in the process of assessing the expected impact of this standard on its consolidated financial statements.

In December 2008, the FASB required public entitics to provide additional disclesures about transfers of financial assets and required public cnterprises to
provide additional disclosures about their involvement in variable interest entities and certain special purpose cnlities. Because these rcquirements impact
disclosures and not the accounting treatment for transfers of financial assets and interests in variable intercst entities, these requirements did not impact the
Company’s consolidated financial condition or resulis of operations.

The Company is deemed to be the primary beneficiary of all of the variable interest entities (“VIEs™) with which it is associated. These VIEs are
principally operating subsidiaries owned by related party nominee owners for the Company’s benefit in jurisdictions in which the Company does not quaiify for
direct ownership under applicable regulations or joint ventures that requirc subordinated support in addition 1o their equity capital to finance operations. Thesc
include dialysis operating entities in New York and other statcs and physician practice management cntities in various states,

Undet the terms of the applicable arrangements, the Company bears most of the economic risks and rewards of ownership for these operating VIEs. The
Company has contractual arrangements with its respective related party nominee owners which indemnify them from the cconomic losses, and entitle the
Company to the cconomic benefits, that may result from ownership of such VIEs. DaVita manages these VIE subsidiaries and provides operating and capital
funding as nccessary to accomplish its opcrational and strategic objectives. Accordingly, since the Company bears the majority of the risks and rewards attendant
to their ownership, the Company consolidates these variabie intgrest entities as their primary beneficiary.

Total assets of these consolidated operating VIEs were approximately $21,000 and their liabilities 1o unrelatcd third parties were approximatcly 518,000 at
Dccember 31, 2009.

The Company also sponsors certain deferred compensation plans whose trusts qualify as VIEs and as their primary beneficiary the Company consolidates
each of thesc plans. The assets of these plans arc recorded in short-term or long-term investmenis with matching offsciting liabilities in accrued compensation
and benefits and other long-term liabilities. See Note 9 to the consolidatcd financial statements for disclosures on the assets of (hese consolidated non-qualified
deferred compensation plans.

21. Concentrations

Approximalely 65% of the Company’s total dialysis and related Jab services revenues in 2009, 65% in 2008 and 64% in 2007 are from government-based
programs, principally Medicare and Medicaid. Accounts reccivable, and other receivables, from Medicare and Medicaid-assigned plans were approxtmately
$467,900 and $467 400, respectively as of December 31, 2009 and 2008. No other single payor accounted for more than 5% of total accounts receivable.

A significant physician-prescribed pharmaceytical administered during dialysis, EPO, is provided by a sole supplicr and accounled for approximatcly 20%
of net operating revenucs. Although thc Company curently receives discounted prices for EPO, the supplicr has unilateral pricing discretion and in the future the
Company may not he ablc to achieve the same cost levels historically obtained.
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22. Noocontrolling interests subject to put provisions and other commitments
Nonconirolling interests subject to pul provisions

The Company has potential ohligations to purchase the interests held by third partics in several ol its joint ventures and non-wholly-owned subsidiarics.
These obligations are in the form of put provisions and are exercisable at the third-party owners’ discrction within specified periods as outlined in each specific
put provision. If these put provisions were exercised, the Company would be required to purchase the third-party owners’ noncontrotling intercsts at either the
appraised fair market value or a predetermined multiple of camings or cash flow attributable to the noncontrolling interests put to the Company, which is
intended to approximate fair value. The methodology the Company uses to estimate the fair values of the noncontrolling interests subject 1o put provisions
assumes either the higher of a liguidation value of net assets or an average multiple of carnings, based on historical eamings, patient mix and other performance
indicators, as well as other factors. The estimated fair values of the noncontrolling interests subject to put provisions can fluctuate and the implicit multiple of
carnings at which these noncontrolling interest obligations may be settlcd will vary significantly depending upon market conditions including potential
purchasers* access 1o the capital markets, which can impact the level of competition for dialysis and non-dialysis related businesses, the economic performance
of these busincsses and the restricted marketability of the third-party owners’ noncontrolling interests. The amounts of noncontrolling interests subject to put
provisions that contractually employ a predetermined multiple of eamnings rather than fair value are immaterial.

Additionally, the Company has certain other potential commitments to provide operating capitat to several dialysis centers that are wholly-owned by third
parties or centers in which the Company owns an equity investment as well as to physician-owned vascular access clinics that the Company operates under
menagement and administrative service agreements of approximately $7,200.

Certain consolidated joint venturcs are contractually scheduled to dissolve afler tcrms ranging from ten to fifty years. Accordingly, the noncontrolling
interests in these joint venturcs are considered mandatority redecmable instruments, for which the classification and measurement requirements as defined by
FASB have been indefinitely deferred. Future distributions upon dissolution of these entities would be valued below the related noncontrolling interest carrying
balanccs in the consolidated balance sheet.

Other commitmenis

En conjunction with the acquisition of DVA Renai Healtheare, inc., formerly known as Gambro Healtheare, Inc., which occurred in October 2005, the
Company entered into an Alliance and Product Supply Agreement (thc Product Supply Agreement) with Gambro AB and Gambro Renal Products, Inc {Gambro
Renal Products). The Product Supply Agreement has an initial term of seven years and will automatically renew for three additional one-year periods if the
Company has not negotiated the terms of an extension during the initial term. Becausc the Product Supply Agreement results in higher costs for most of the
producls covercd by the Product Supply Agreement than would otherwisc be availablc to the Company, the Product Supply Agreement represcnted an inlangible
liability initially valued at $162,100 as of the acquisition date.

The Product Supply Agreement committed the Company to purchase a significant majority of its hemodialysis products, supplies and equipment at fixed
prices through 2015, The agreement was atnended in 2006 (the Amended Product Supply Agrecment) to reduce the Company 's purchase obligations for certain
hemodialysis product supplics and equipment, and in 2007, the Company terminated its obligation to purchase certain dialysis machines under the Amended
Product Supply Agreemeni. As a result of this termination the Company recorded a net valuation gain of $55,275 in 2007. This valvation gain represents the
differcnce in the nmortized original fair value of the Amended Product Supply Agrecment and that of the Amended Product
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Supply Agreement as adjusted for the termination of the obligation to purchase certain dialysis machines as of June 30, 2007, We continue lo be subject to the
Product Supply Agreement’s requirements to purchase a significant majority of our hemodietysis non-equipment product supplics, such as dialyzers, from
Gambro at fixed prices.

During 2009, 2008 and 2007, the Company purchascd $87,983, $83,360 and $90,6%6 of hemodialysis product supplies from Gambro Renal Products,
representing 2% of the Company’'s total operating costs, for all years presented.

The centers acquired from Gambro Healthcare were subject to a five-ycar Corporate Integrity Agreement in connection with its December 2004 settiement
with the U.S. Government that imposed significant specific compliance operating and reporting requirements, and requircs an annval audit by an independent
repofting organization. The corporate integrity agreement cxpired on November 30, 2009. The Company submitted ils final annual report to the Office of the
Inspector General, U.S. Department of Health and Human Services on January 14, 2010. On February 16, 2010, the Company was informed by the OIG that it
has received the Company’s final annual report and determined that DVA Renal Healthcare, a wholly-owned subsidiary of the Company, complicd with the
terms of the corporute integrity agreement during the final reporting period and that the Fifth Annual Report is complete. The five year term of the corporate
integrity agreement has now concluded and DVA Renal Healtheare is no longer subject to its terms.

In January 2010, the Company entered into an agreement with Fresenius which committed the Company to purchasc a certain amount of dialysis
equipment, parts and supplies from them through 2013.

Other than operating leases, disclosed in Note 14 to the consolidated financial statements, and the letters of credit and the interest rate SWap agreements,
disclosed in Note 13 to the consolidated financial statements, or as described above the Company has no off balance sheet financing arrangements as of
December 31, 2009,

23. Fair values of financial instraments

Effective January 1, 2008, the FASB established a framework for measuring assets and liabilities at fair value and also required additional disclosures
about fair value measurements. These requirements applied to asscts and liabilities that are carricd at fair value on a recurring basis. Effective January 1, 2009 the
FASB issued additional requirements relating to nonfinancial asscts and Yabilities that are not recognized or disclosed at fair value in the financial statements on
a recurring basis at least annually. The adoption of these requirements relating to nenfinancial assets and liabilities did not have a material impact on the
Company’s consolidated financial statements.

The following table summarizes the Company’s assets and liabilities measured at fair value on a recurring basis as of December 31, 2009:

Quoted prices in Slgnificamt
active markets for Significant other unchservable
identical assets observable inputs inputs
Total {Level 1) (Level 1) {Level 3)
Assets
Available for sale sccurities $ 83816 b 8,816 $ — $ —
Liabilities
Interest rate swap agreemcents $ 10,792 ] — $ 10,792 5 —
Temporary equily
Noncontrolling intercsts subject to put provisions $ 331,725 b — b — M 331,725
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The available for sale sccurities represent investments in various open-cnded registered investment companies, or mutual funds, and are recorded at fair
value based upon the quoted market prices s reporied by cach mutual fund. See Note 9 to the consolidated financial statements for further discussion.

The interest ratc swap agrecments are recorded at fair value based upon valuation models and a variety of techniques as reporied by various broker dealers
that are based upon relevant observable market inputs such as carrent interest rates, forward yield curves, and other credit and liquidity market conditions. The
Company docs not believe the ultimate amount that could be realized upon sctilement of these inferest rate swap agreements would be materially different than
the fair values currently reported. See Note 13 1o the consolidated financial statements for further discussion.

See Note 27 (o the consolidated financial siatements for a discussion of the Company’s methodology for estimating the fair value of noncontrolling
inlerests subjcct to put obligations.

Effective Jenuary 1, 2008, the FASE allowed companics the alternative to measure certain financial assets and liabilitics at fair value on an
instrument-by-instrument basis that are currently not required to be measured at fair value. This provision was also designed to reducc the volatility in carnings
caused by measuring related assets and liabilities differently and established presentation and disclosure requirements designed to facilitate comparisons between
companics that choose different measurement attributes for similar types of assets and liabilities. The Company did not elect to measure certain assets and
liabilities at {air valuc on an instrament-by-instrumcnt basis.

Other financial instruments consist primarily of cash, accounts receivable, notes receivable, accounts payable, other accrued liabilities and debt. The
balances of the non-debt financial insiruments are presented in the consolidated financial statements at December 31, 2009 and 2008 at their approximate fair
values due to the shori-term nature of their settlements. Borrowings under the Company’s Senior Secured Credit Facilitics totaled $1,859,000 as of December 31,
2009, and the fair vatue was $1,817,173 bascd upon quoted market prices. The fair value of the Company's senior and senior subordinated notes was
approximately $1,756,625 at December 31, 2009 based upon quoted market prices, as compared to the carrying amount of $1,750,000.

24. Segment reporting

The Company operates principally as a dialysis and related lab services business but also operates other ancillary services and strategic initiatives. These
ancitlary services and strategic initiatives consist primarily of pharmacy services, infusion therapy services, discasc management services, vascular access
scrvices, ESRD clinical research programs and physician services. For internal management reporting the diatysis and related lab services business and cach of
the ancillary scrvices and strategic initiatives have been defined as separate operating scgmenis by management since scparate financial information is regularly
produced and reviewcd by the Company’s chicf operating decision maker in making decisions about allocating resources and assessing financial results. The
Company's chiel operating decision maker is its Chief Executive Officcr. The dialysis and rclatcd lab services business qualifies as a separately reportablc
segment and all of the other ancillary services and strategic initiatives operaling segments have been combined and disclosed in ihe other segments category.

The Company’s operating segment financial information is prepared on an internal management reporling basis that the Chicf Executive Officer uscs to
allocate resources and analyze the performance of the operating segments. For internal management reporting, scgment operations include direct segment
operating expenses with the exception of stock-based compensation expense and cquity investment income,
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The following is a summary of segment revenues, segment operating margin (loss), and a reconciliation of scgment margin to income before income taxes:

Years ended Deeember 31,

2009 2008(2} 2007(2)
Segment revenues:
Dialysis and rclated lab services(1) $ 5,791,698 $ 5415363 $ 5,130,181
Other—Ancillary services and strategic initiatives 317,102 244 810 133,970
Consolidated revenues $ 6,108,800 § 5,660,173 $ 5,264,151
Segment operating margin (loss):
Dialysis and related lab services $ 999961 $ 939391 $ 990,049
Other—Ancillary services and strategic initiatives (17,7100 (29.856) {48,206)
Total segment margin 982,251 909,535 941,843
Recanciliation of segment margin to income before income taxes:
Stock-based compensation (44,422) (41,235) (34,149)
Equity investment income 2,442 796 1,217
Consolidated opcrating income 940,271 869,096 908,511
Debt expense (185,755) (224,716) (257,147)
Other ingome 3,708 12,411 22,460
Consolidated income bcfore income taxes 5§ 758224 $ 656,791 § 674224

(1)  Includes management fees for providing manegement and administrative scrvices to dialysis centers in which the Company either owns an equity
investment or are wholly-owned by third partics. «

(2)  Cenain costs previously reported in the Ancillary Services and Strategic Initiatives have been reclassificd to the dialysis and rclated lab services to
conform Lo the curment year presentation,

Depreciation and amortization expense for the dialysis and related lab services for 2009, 2008 and 2007 were $221,907, $210,143 and $189,215,
respectively, and were $7,079, $6,774 and $4,255, respectively, for the ancillary services and strategic initiatives.

Summary of assets by segment is as follows:

December 31,
2009 2008
Segment assets
Dialysis and related lab services § 7,334,235 8§ 7,031,550
Other—Angcillary scrvices and strategic initiatives 224,001 254,533
Consolidated assets $ 7558236 $ 7,286,083

1n 2009 and 2008, the total amaunt of expenditures for property and equipment for the dialysis and related [ab services were $271,817 and $313,414,
respectively, and were $2,788 and 54,548, respectively, for the ancillary services and strategic initiatives,

F-41

Source: DAVITAINC, 10-K, February 25, 2010 Pawered v Mamingstar® Document Research ™




DAVITA INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
{dollars in thousands, except per share data)

25. Supplemental cash flow information
The table below provides supplemental cush flow information:

Yenr ended December 31,

2009 2008 2007
Cash paid:
Income taxes § 161,671 § 163,147 § 205,955
Interest 186,280 222,558 245325
Mon-cash investing and financing activities:
Fixed asscts acquired under capital lease obligations — —_ 2,76%
Liabilitics assumed in conjunction with common stock acquisitions _— — 1,653
Assets exchanged for equity investments 2,618 — —
Assets received for additional noncontrolling interests 51 — —_
26. Selected quarterly financial data (unaudited)
2009 1008
Degember 31 September 30 June 30 March 31 December 31 September 30 June 30 March 31
Net operating rcvenues 3 1,568,204 3 1,573,915 § 1,519,041 § 1447640 § 1,461,010 § 1,447,135 § 1407304 § 1,344,724
Operating income 238,712 245,001 235,954 220,604 223,109 221,772 218,434 205,781
Income before income
taxes 194,563 200,465 190,139 173,057 169,364 169,748 166,101 151,578
Nect income attributablc to
DaVita Inc. 109,724 110,930 105,819 96,211 98,365 93,910 94,951 86,934

Basic camings per share

attributable 1o DaViia

Inc. 1.07 1.07 1.02 0.93 095 0.90 0.61 0.81
Diluted carmings per share

attribulablc to DaVita

Inc. s 106 $ 106 8 1.02 § 092 % 094 § 0.89 % 090 % 0.80

27. Condensed consolidating financial statements

The following information is presented in accordance with Rule 3-10 of Regulation 5-X. The operating and investing activities of Lthe separatc legal
entities included in the Company's consolidated Tinancial statements arc fully intcrdependent and integrated. Revenues and operating expenses of the separate
legal entities include intercompany charges for management and other services. The senior notes and the senior subordinated notes were issued by the Company
and ure guaranteed by substantially all of its direct and indircct wholly-owned subsidiarics. Each of the guarantor subsidiaries has guaranteed the notes on a joint
and several, full and uncenditional basis. Non-wholly-owned subsidiarics, joint ventures, partnerships and third parties are not guarantors of these obligations,
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Condensed Consolidating Statements of Income

Noo-
Guoarantor Guarantar Consoldacing Consolidated
DaVita Inc. Subsidiaries Subsidiaries Adj i Total
For the year ended December 31, 2009
Net operating revenues $ 401,058 $ 5100716 8§ 1032676 § (425,650) § 6,108,800
Operating expenses 246,578 4,484 083 863,518 (425,650) 5,168,529
Operating income 154,480 616,633 169,158 — 940,271
Dcbt (cxpense) (188,109) (179,294} (1,304) 182,952 {185,755}
QOther income, net 186,189 — 471 (182,952) 3,708
Income tax expense 60,414 212,5T 5,480 — 278,465
Equity camings in subsidiaries 330,538 103,430 - (433,968) -
Net income 422 684 328,198 162,845 (433,968) 479,759
Less: Net income attributable te noncontrelling intercsts — — — (57.075) (57,075)
Net income atiributable to DaVita Ine. . $ 422684 5 328,198 b 162,845 $ (491,043) § 422,684
For the year ended December 31, 2008
Net operating revenues $ 363,112 $ 4,808,324 $ 881,810 $ (393,073) § 5,660,173
Operaling expenses 228,729 4,208,769 746,652 (393,073) 4,791,077
Operating income 134,383 599,555 135,158 : —_ 869,096
Debt (expense) (227.535) (189,506) (2,520) 194,845 (224,716)
Qther income, net 206,527 — 729 (194,845) 12,411
Income tax expense 43,763 188,888 2,820 — 235471
Equity earnings in subsidiaries 304.548 81.459 — (386,007) —
Net income 374,160 302,620 130,547 (386,007) 421,320
Less: Net income attributable to noncontrolling interests — — — (47,160) {47.160)
Nct income attributable to DaVita Iac. s 374,160 $ 302,620 8 130,547  § (433,167) % 374,160
For the year ended December 31, 2007
Net operating revenues $ 365,728 $ 4534153 $ 754,163 b3 (389,893) § 5,264,151
Operating expenses 208,042 3,919,932 617,159 (389.893) 4.355.240
Operating income 157,686 614,221 137,004 — 908,911
Debt (expensc) (259,745) (256,050) (4,002) 262,650 (257,147)
Other income, net 234,038 — 1,072 (262,650) 22,460
Tncome tax expense (benefit) 70,972 175,691 (1,082) ’ — 245,581
Equity earnings in subsidiarics 270,771 87,185 — (357,956) —
Net income 381,778 269,665 135,156 {357.956) 428,643
Less: Net income attributable to noncontrolling intcrests — — _ (46,865) {46,865)
Net income atiributable to DaVita Inc. $ 381,778 $ 269,665 $ 135,156  § (404,821) § 381,778
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As of December 31, 2009
Cash and cash cquivalcnts
Accounts receivable, net
Other current asscts

Total current asscts
Property and cquipment, net
Amorlizable intangible assets, net
Investments in subsidiaries
Receivables from subsidiaries
Other long-term assets and investments
Goodwill

Total asscts

Current liabilitics

Payables to parent

Long-term debt and other long-tcrm liabilities
Noncontrolling interests subject to put provisions
Total DaVita Inc. sharcholders’ equity
Noncontrolling inlerest not subject to put provisions

Total cquity
Total liabilitics and equity

As of December 31, 2008
Cash and cash equivalents
Accounts receivable, net
Other current assets

Total current assets
Property and equipment, nct
Amortizable intangiblc asscts, net
Investments in subsidiaries
Reccivables from subsidiaries
Other long-term assels and investments
Goodwill

Total asscts

Current liabilities

Payablcs to parent

Long-term debt and other long-term liabilities
Noncontrolling intercsts subjcet to put provisions
Total DaVita Inc. shareholders’ equity
Noncontrolling interest not subject to put provisions

Total equity
Tota! liabilities and equity

Source: DAVITA INC, 10-K, February 25, 2010

Condcnsed Consolidating Balance Sheets

Non-

Guarantor Guarantor Consolidating Consolidated

DaVita Inc, Subsidiaries Subsidiaries Adjustmenty Total
$ 534,550 — 5 4,909 — $ 539,459
- 961,946 143,957 —_ 1,105,903
15,619 597,086 44 454 — 637,159
550,169 1,559,032 193,320 — 2,302,521
11,232 900,969 152,724 — 1,104,925
30,212 101,931 4,589 — 136,732
5,130,035 509,733 _ (5,639,768) —
293,062 — 138,482 (431,544) —_
7,700 19,528 35,634 — 62,862
— 3,622 885 328,311 — 3,951,196
6022410 $ 6714078 £93,060 (6.071,312) § 7,558,236
170,061 % 781,870 95,010 — $ 1,046,941
—_ 418,529 13,045 {431,544) —_
3,507,753 458,779 18,879 _— 3,985,411
209,530 —_ — 122,195 331,725
2,135,066 5,054,900 584,868 (5,639,768) 2,135,066
— — 181,288 {122.185) 59,093
2,135,066 5,054,900 766,156 {5,761,963) 2,194,159
$ 6022410 $ 6714078 § 893,060 (6,071,312) § 7,558,236
$ 3197576 § —_  § 13,305 _ 5 410,881
- 933,906 141,551 — 1,075,457
22,112 573,070 46,776 — 641,958
419,688 1,506,976 201,632 _ 2,128,296
15,175 864,725 168,175 — 1,048,075
39,990 114,237 6,294 — 160,521
4,866,399 464,377 — (5.330,776) —
320,338 — 90,754 (411,092) —
13,320 i4,815 44,125 — 72,260
— 3,571,669 305,262 — 3,876,931
$ 5674910 % 6536799 816,242 (5,741,368) 7,286,083
$ 106,370 § 990,024 66,669 — s 1,163,063
_ 386,460 24,632 (411,092) _
3,616,082 368,774 19,868 _ 4,004,724
184,711 — — 106,686 291,397
1,767,747 4,791,541 539,235 {5.330,776) 1,767,747
— — 165,838 (106,686) 59,152
1,767,747 4,791,541 705,073 (5.437,462) 1,826,899
$ 5674910 § 6,536,799 § 816,242 (5,741,868) § 7,286,083
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Condensed Consolidating Statements of Cash Flows

Guarantor Noo-Guarantor Consolidating Consolidated
DaVits Ing, Subsidiaries Subsidiaries Adjustments Total

For the year ended Decemnber M, 2009
Cash flows from operating activilics
Net incotne. 5 422,684 s 328,198 13 162,845 H (433,968) H 479,759
Changes in operating assels and liabilities and non cash items inchoded in net

income (115,305) (72,610) (59,102) 433,968 186,951
Net cash provided by operating activities 307,379 255 588 103,743 — 666,710
Cash flows from investing activitics
Additions of property and cquipmeni (1,748) (213,046) (59.81N) —_ (274,605)
Acquisitions —_ (87,617) — — (87.61T)
Proceeds from asset sales —_ 1,657 —_ —_ 1,597
Other itams 11,631 (3,166) —_ — 8,465
Nei cash provided by (uscd in} by investing activitics 9883 (296,132) (59.811) — (345,060)
Cash (lows from financing actvities
Longsterm debt {60,619) (1,512) 899 — (61,232)
Tntercompany borrowing (41,032) 100,429 {59.357) _ —_
Onher items {78,637 (58,373) 5,170 — (130,340)
Net cash (uscd in) provided by financing activities (180,288) 40,544 (52,328) — (192,072)
Net increase (decrease) in ¢osh and cosh equivalents 136,974 —_ (8,396) — 128,578
Cash and cash equivalents at beginning of the year 397,576 — 13,305 s 410,881
Cash and cash cquivalents ot the end of tie ycar 3 534,550 $ — s 4,909 $ — 5 539,459
For the year ended December 31, 2008
Cash flows from oporaling activitics
Net income. M 374,160 s 302,620 H 130,547 $ {386,007) s 421,320
Changes in operating assets and liabilitics and non cash items included in net

income {614,540) 431,232 (10,318) 386,007 152,381
Net cash (used in) provided by operating activitics (240,380) 733,852 . 120,22% — 613,701
Cash (lows from investing activities
Additions of property and equipmeni (2,546) (271,561) (43,855) — (317,962)
Acquisitions (439) {92,299) 9.221) — (101,959)
Proceeds Trom assct sales — 530 — — 530
Onher items 19,281 2371 — — 21,652
Net cash provided by (used in} investing activitics 16,296 [360,959) (53.076) — (397,739)
Cash flows from financing activities
Long-tcm debt {17,675) {424) 4,548 - (13,551)
Intercompany borrowing 380,763 (358,761) (22,002) — —
Otlier items. (184 585) {13,708) (40,283) — (238,576
Net cash provided by (used in} financing activities 178,503 (372,893) (57.737) — (252,127)
Net (dearease) incresse in cash and cash cquivalents (45,581) — 9416 — (36,165%)
Cash and cash equivalents al beginning of the year 443 157 — 3,889 — 447,046
Cash and cash equivalents a1 the cnd of the year s 397,576 5 —_ 3 13,305 s — 5 410,881
For the year ended December 31, 2007
Cash flows from operuting ectivities
Net income $ 381,778 5 269,665 3 135,156 5 (337.956) 3 428,643
Clhanges in aperaling assels and linbilitics and non cash items included in net

income {283,556) 108,534 (30.472) 357,956 152,422
Net cash provided by operating activities ) 08,182 378,199 104,684 — 581,065
Cush flows from investing activitics —_
Additions of property and equipment (3,501 (220,264} (4B,447) — (272.112)
Acquisitions (69,701) (57,393) — — (127,094)
Proceeds from asset sales -_ 12,289 —_ — 12,289
Orther items __(1981D (39,915) — — (59.726)
Net ¢ash used in investing activitics (93,013} (305,283) (48,447) — {346,743)
Cash flows from financing activities —
Longsterm debt {49,961) 2,212 47 — (47,302)
Intercompany borrowing 110,937 (8D,664) (30.273) — —_
Other items 77,582 5,536 (33,294) — 49 824
Net cash provided by (uscd in) inancing activities 138,558 {72,916) (63,120} i — 2,522
Net increase (decrease) in cash and cash equivalents 143,727 — (6,883) — 136,844
Cosh and cash equivalenis at the beginning of the year 299,430 — 10,772 310,202
Cash nnd cash equivalenis af the end of the year 5 443,157 $ — 5 3,889 s — 5 447,046
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Sceurities Exchange Act of 1934, we have duly caused this Annual Report on Form 10-K to be
signed on our behalfl by the undersigned, thereunio duly authorized, in the City ol El Segundo, State of Calilornia, on February 25,2010.

DAVITA INC.

By: fs/  KEnt ]. THIRY

Kent ). Thiry
Chairman and Chiefl Exccutive Officer

KNOW ALL MEN BY THESE PRESENT, that cach person whose signaturc appears below constituies and appoints Kent J, Thiry, Richard K. Whitney,
and Kim M. Rivera, and cach of them his or her true and lawful atiorncys-in-fact and agents with full power of substitution and resubstitution, for him or her and
in his or her name, place and stcad, in any and all capacitics, to sign any and all amendments 1o this Annual Report on Form 10-K, and Lo file the same, with all
exhibits thereto, and other docunents in connection therewith, with the Securities and Exchange Commission, granting unto said attorneys-in-fact and agents,
and each of them, full power and autheriry to do and perform each and every act and thing requisite or necessary to be done in and about the premises, as fully to
all intents and purposes as he or she might er could do in persen, hereby ratifying and confirming all that said atiomeys-in-fact and agents or any of them, or their
or his or her substitute or substitutes, may lawfully do or cause 1o be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this Annual Report on Form 10-K. has been signed by the following persons on
behalf of the registrant and in the capacitics and on the dates indicated.

Sighature Title Date
/s/ Kent ). THRY Chairman and Chief Exceutive Officer (Principal February 25, 2010
Kent J. Thiry Exccutive Officer).
/s/ Racnanp K. Wiomey Chief Financial Officer February 25,2010
Richard K. Whitney (Principal Financial OfTicer)
/s/ James K. HILGER Vice President and Controller February 25, 2010
James K. Hilger (Principal Accounting Officer)
/s PAMELA M. ARWAY Director February 25, 2010
Pamela M. Arway
/s/  Chanies G. BErg Direetor February 25, 2010
Charles G. Berg
/s/ WitLarp W. BRITTAIN Director February 25, 2010
Willard W. Brittain
/s{  PauL ). Diaz Director February 25, 2010
Paul J. Diaz
/sf  PETER T. GRAUER Ditector February 25, 2010
Peter T. Graucr
/of  Jonn M, NEHRA ) Dircctor February 25, 2010
John M. Nehma
/s/  Wiiiam L. RopER Director February 25, 2010
William L. Roper
/s/ RoGER J. VALINE Dircetor Fehruary 25, 2010
Roger J. Valine
/sf Ricarp C.VauGHaN Director February 25, 2010

Richard C. Vaughan
11-1
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Dircectors and Shareholders
DaVita Inc.:

Under date of Fcbruary 25, 2010, we reported on the consolidated balance sheets of DaVita Inc. and subsidiaries as of December 31, 2009 and 2008, and
the related consolidated statements of income, equity and comprehensive income, and cash flows for cach of the years in the three-year period ended
December 31, 2009, which are included in the Annual Report on Form 10-K. In connection with our audits of the aforementioned consolidated financial
statements, we also audited the refated consolidated financial statement Schedule I1-Valuation and Qualifying Accounts included in the Annual Report on Form
10-K. This financial statement schedule is the responsibility of the Company’s management. Our responsibility is to express an opinion on this financial
slaiement schedule based on our audits.

In our opinion, such financial statement schedule, when considercd in relation to the basic consolidated financinl statements taken ns a whole, prescnts
fairly, in all material respects, the information sct forth therein,

As discussed in Note | to the consolidated financial statements, the Company adopted Financial Accounting Standards Board (FASB} Statement of
Financial Accounting Standards No. 160, Nencontrolling Interests in Consolidated Financial Statements (included in FASB ASC Topic B10, Consolidation), on a
prospective hasis except for the presentation and disclosure requirements which were applicd retrospectively for all periods prescnted eifective January 1, 2009.

/st KPMGLLP

Seattle, Washington
February 25, 2010

Source: DAVITA INC, 10-K, Fehruary 25, 2010 Pawered by Momingsiar® Docurnent Research®
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DAVITA INC.
SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS
Balance at Amounts Balance
beginning charged Amounts at end of
Description of year fo income written off year

{in thousands)
Allowance for uncollectible zccounts:

Year ended December 31, 2007 $ 171,757 % 136,682 $ 112486 § 195953
Ycar ended December 31, 2008 $ 195953 § 146229 § 130960 § 211222
Year ended December 31, 2009 $ 201,222 § 161,786 § 143,691 $ 229317
82
Source: DAVITA ING, 10-K, February 25, 2019 7 Powered by Ev‘;arningsia:‘*‘i)césimeni Besnarch™
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EXHIRBIT iNDEX

21 Stock Purchase Apreement dated as of December 6, 2004, among Gambro AB, Gambro, Inc. and DaVita In¢.(9)

22 Amended and Restated Asset Purchase Agreement cffcctive as of July 28, 2005, by and among DaVita Inc., Gambro Healtheare, Inc. and Renal
Advantage Inc., a Delaware corporation, formerly known as RenalAmerica, Inc.(12)

31 Amended and Restated Certificate of Incorporation of Total Renal Care Holdings, Inc., or TRCH, dated December 4, 1995.(1)

32 Certificate of Amendment of Cerlificate of Incorporation of TRCH, dated February 26, 1998.(2)

33 Certificate of Amendment of Cerlificate of Incorporation of DaVita Inc. (formerly Total Renal Care Holdings, Inc.), dated October 5, 2000.(4)
3.4 Certificate of Amendment of Amended and Restated Certificate of Incorporation of DaVila Inc., as amended dated May 30, 2007.(23)

35 Amended and Restated Bylaws for DaVita Inc. dated as of March 2, 2007.(25)

4.1 Indenture for the 6 3/8% Scnior Notes duc 2013 dated as of March 22, 2005.(3)

42 Indenture for the 7 1/4% Scnior Subordinated Notes duc 2015 dated as of March 22, 2005.(3)

43 First Supplemental Indenture, dated October 5, 2005, by and among DaVita Inc., the Guarantors, the persons named as Additional Guarantors and
The Bank of New York Trust Company, N.A.,, as Trustee.(11)

4.4 First Supplemental Indenture, datcd October 5, 2005, by and among DaVita Inc., the Guarantors, the persons named as Additional Guarantors and
The Bank of New York Trust Company, N.A., as Trustee (13}

45 Rights Agreement, dated s of November 14, 2002, between DaVita Inc. and the Bank of New York, as Rights Agent.(21)

4.6 Sceond Supplemental Indenture {Senior), dated February 9, 2007, by and among DaVita Inc., the Guarantors, the persons named as Additional

’ Guarantors and The Bank of New York Trust Company, N.A., as Trustee.(22)
4.7 Second Supplemental Indenture {Senior Subordinated), dated February 9, 2007, by and among DaVita Inc., the Guarantors, the persons named as

Additional Guarantors and The Bank of New York Trust Company, N A, as Trustee (22)

4.8 Registration Rights Agreement for the 6 */8% Scnior Notes due 2013 dated as of February 23, 2007.(26)
10.1 Employmeni Agrecment, dated as of October 19, 2009, by and between DaVila Inc. and Kim M. Rivera.v'*
10.2 Employment Agreement, dated as of June 15, 2000, by and berween DaVita Inc. and Joscph C. Mcllo (6)*
10.3 Second Amendment to Mr. Mello's Employment Agreement, effective December 12, 2008.(33)*
10.4 Employment Agreement, effective as of August 16, 2004, by and berween DaVita Inc. and Tom Usilton.(7)*
10.5 Amendment to Mr. Usiltan’s Employmeni Agrecment, dated February 12, 2007.(24)*
10.6 Second Amendment to Mr. Usilton’s Employment Agreement, effective December 12, 2008. (32)*
10.7 Employment Agreement, effective as of November 18, 2004, by and between DaVita Inc. and Joseph Schohl.(14)*
10.8 Amendment to Mr. Schohl’s Employment Agreement, effective December 30, 2008. (32)*

Source: DAVITAINC, 10-K, February 25, 2010 Powerad by hMarmnpstar* Docurment Research®¥




Conten

10.9 Employment Agreement, dated as of October 31, 2005, effective October 24, 2005, by and between DaVita Ine. and Dennis Kogod.{13)*
10,10 Amendment to Mr, Kogod's Employment Agreement, effective December 12, 2008. (32)*
101t Employment Agreement, effective September 22, 2005, by and between DaVita Inc. and James Hilger.(15)*
10.12 Amendment to Mr. Hilger’s Employment Agreement, effective December 12, 2008. (32)*
1013 Employment Agreement cffective February 13, 2008, by and between DaVita Inc. and Richard K. Whitney.(28)*
10.14 Amendment to Equity Award Agreement, entered into on Dceember 11, 2009, between DaVita Inc. and Richard K. Whitney.v*
10.15 Employment Agreement, effective July 25, 2008, between DaVita Inc. and Kent J. Thiry(29)*
10.16 Employment Agreement, effective August 1, 2008, between DaVita Inc. and Allen Nissenson (30)*
10.17 Employment Agrecment, cffective March 3, 2008, between DaViia Inc. and David Shapiro. (32)*
10,18 Amendment to Mr. Shapiro’s Employment Agreement, effective December 4, 2008. (32)*
10,19 Form of Indemnity Agtcement.{20)*
10.20 Form of Indemnity Agreement.{14)*
10.21 Executive Incentive Plan (as Amended and Restated effective January 1, 2009).(34)*
10.22 Executive Retirement Plan.(32)*
10.23 Post-Retirement Deferred Compensation Arrangement.{14)*
10.24 Amendment No. 1 to Post Retirement Deferred Compensation Arrangement.{32)*
10.25 DaVita Votuntary Defermat Plan (11)*
10.26 Deferred Bonus Plan {Prosperity Plan).(31)
1027 AMENOMEN! Mo, 1 10 17e1ermed BOMUS Plan (Frosperiy Kian).(32)"
‘ 10.28 Amended and Rostated Employee Stock Purchase Man.(27)*
| 10.29 Severance Plan.(33)*
‘ 10,30 Change in Control Bonus Program.(32)*
10.31 First Amended and Restated Total Renal Care Holdings, Inc. 1999 Non-Executive Officer and Non-Dircctor Equity Compensation Plan.(5)
| 10.32 Non-Management Dircctor Compensation Philosophy and Plan.(28)®
10.33 Amended and Restated 2002 Equity Compensation Plan.(10)*
10.34 Amended and Restated 2002 Equity Compensatien Plan.(19)*
10.35 " Amended and Restated 2002 Equity Compensation Plan,(27)*
10.36 Amended and Restated 2002 Equity Compensation Plan (32)*
10.37 g:)m(;)g)rfon-()unliﬁcd Stock Option Agreement—Employee (DaVita Inc. 1999 Non-Exccutive Officer and Non-Director Equity Compensation
an.|
10.38 Form of Non-Qualified Stock Option Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).(7)*
10.39 Form of Non-Qualified Stock Option Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).(16)*
10.40 Form of Non-Qualificd Stock Option Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).(18)*
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10.41
1042
10.43
10.44
10.45
10.46
10.47
10.48
10.49
10.50

10.51

10.52

10.53

10.54

10.55

10.56
10.57
12,1
14,1
211
23.1
24,1

Form of Restricted Stock Units Agrecment—Employee (DaVita inc. 2002 Equity Compensation Plan).(7)*
Form of Restrieted Stock Units Agreement—Employee (DaVita inc. 2002 Equity Compensation Plan).(16)*
Form of Restricted Stock Units Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).(18)*
Form of Restricted Stock Units Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).(32)*
Form of Stock Appreciation Rights Agreement—FEmployee (DaVita Inc. 2002 Equity Compensation Plan).{16)*
Form of $tock Appreciation Rights .Agreement—Emplng./ee {DaVita Inc. 2002 Equity Compensation Plan).(18)*
Form of Stock Appreciation Rights Agreement — Board (DaVita Inc. 2002 Equity Compensation Plan).(30)*
Form of Restricted Stock Units Agreement — Board (DaVila Inc. 2002 Equity Compensation Plan).(30)*

Form of Non-Qualified Stock Option Agresment - Board (DaVila Inc. 2002 Equity Compensation Plan).(30)*

Credit Apreement, datcd as of October 5, 2005, among DaVila Inc., the Guarantors party thereto, the Lenders party thercto, Bank of America,
N.A,, Wachovia Bank, National Asscciation, Bear Steams Corporate Lending Inc., The Bank of New York, The Bank of Nova Scotia, The Royal
Bank of Scotland ple, WesiLB AG, New York Branch as Co-Documentation Agents, Credit Suisse, Cayman Islands Branch, as Syndication
Agent, JPMorgan Chasc Bank, N.A., as Administrative Agent and Collaieral Agent, JPMorgan Sccuritics Inc., as Sole Lead Arranger and
Bookrunner and Credit Suisse, Cayman Islands Branch, as Co-Arranger.(11)

Credit Agreement, dated as of October 5, 2005, as Amended and Restated as of February 23, 2007, by and among DaVita Inc,, the Guarantors
party thercto, the Lenders party thercto and JPMorgan Chase Bank, N.A.(26)

Amendment Agreement, dated Fobruary 23, 2007, by and among DaVita Inc., the Guarantors party thereto, the Lenders party thereto and
JPMorgan Chase Bank, N.A_(26)

Sccurity Apreement, dated as of October 5, 2005, by DaVita Inc., the Guarantors party thercto and JPMorgan Chase Bank, N.A., as Collateral
Agent{11)

Corporate Integrity Agreement berween the Office of Inspector General of the Department of Health and Human Services and Gambro Healtheare,
Inc. effective as of December 1, 2004.(11)

Amended and Restated Alliance and Product Supply Agreement, dated as of August 25, 2006, among Gembro Renal Products, Inc., DaVila Inc.
and Gambro AB.(17)**

Letter dated March 19, 2007 from Willacd W. Britiain, Jr. to Peter T. Grauer, Lead Independent Director of the Company.(22)
Dialysis Organization Agreement between DaVita Inc. and Amgen USA Inc. dated December 20, 2007.(31)**

Computation of Ratie of Eamings 1o Fixed Charges.v’

DaVita Inc. Corporate Governance Code of Ethics.(8)

List of our subsidiaries. v

Consent of KPMG LLP, independent registered public accounting firm.»"

Powers of Atlomey with respect to DaVita. (Included on Page I1-1}.
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311 Certification of the Chief Executive Officer, dated February 25, 2010, pursuant to Rule 13a-14(a) or 15d-14(a), as adopted pursuant to Section

302 of the Sarbanes-Oxley Act of 2002.7
3.2 Certification of the Chief Financial Officer, dated February 25, 2010, pussuant to Rule 13a-14(a) or 15d-14(a), us adopted pursuant to Section
102 of the Sarbanes-Oxley Act of 2002+
32.1 Cerlification of the Chief Executive Officer, dated February 25, 2010, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002.¥
322 Cenification of the Chief Financial Officer, dated February 25, 2010, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002.v
101.INS XBRL Instance Document.***
101.8CH XBRL Taxonomy Extension Schema Documcent.***
101.CAL XBRL Taxonomy Extension Calculation Linkbase Document,***

101.DEF XBRL Taxonomy Extension Definition Linkbase Document.***

101.LAB XBRL Taxonomy Extension Label Linkbase Document, ***

101.PRE XBRL Taxonomy Extension Presentation Linkbase Document.***
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Included in this filing.

Management contract or executive compensation plan or armngement.

Portions of this exhibit arc subject to a request for confidential treatment and have been redacted and filed separately with the SEC.

XBRL information is furnished and not filed as a part of a regisiration statement or prospectus for purposes of Scction 11 or 12 of the Securitics and

Exchange Act of 1933, is deemed not filed for purposes of Scction 18 of the Securities and Exchange Act of 1934, and otherwise is not subject to liability
under these scetions.

Filed on Mareh 18, 1996 as an exhibit to the Company’s Transitional Reporl on Form 10-K for the transition period from Junc 1, 1995 to December 31,
1995.

Filed on March 31, 1998 as an exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 1997.

Filed on March 25, 2005 as an exhibit to the Company’s Current Report on Form 8-K.

Filed on March 20, 2001 as an exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2000,

Filed on February 28, 2003 as an exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2002.

Filed on August 15, 2001 as an exhibit o the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2001.

Filed on November 8, 2004 as an exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended Septembcer 30, 2004,
Filed on Fcbruary 27, 2004 as an exhibit to the Company’s Annua! Report on Form 10-K for the year ended December 31, 2003,

Filed on December 8, 2004 as an exhibit to the Company’s Current Report on Form 8-K.

Filed on May 4, 2005 as an exhibit to thc Company s Quarterly Report on Form 10-Q for the quarter ended March 31, 2005,

Filed on November 8, 2005 us an cxhibit to the Company’s Quarierly Report on Form 10-Q for the quarter ended September 30, 2005.
Filed on October 11, 2005 as an exhibit to the Company’s Current Report on Form 8-K.

Filed on November 4, 2005 as an exhibit to the Company’s Current Report on Form 8-K.

Filcd on March 3, 2005 as an exhibit to the Company’s Annual Report on Form 10-K for the year ended Decemher 31, 2004.

Filed on August 7, 2006 as an exhibit to the Cempany’s Quanerly Report on Form 10-Q for the quarter ending Junc 30, 2006.

Filed on July 6, 2006 as an exhibil to the Company’s Current Report on Form 8-K.

hBN




Table of Contents

(17
(18)
(19)
(20
(21)
(22
(23}
(24)
(25)
(26)
Q27
(28}
29)
(30}
(31)
(32)
(33)
(34)
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Filed on November 3, 2006 as an exhibit to the Company's Quarterly Report on Form 10-Q for the quarter ended Scptember 30, 2006.
Filed on October 18, 2006 as an exhibit to the Company’s Current Repori on Form B-K.

Filed on July 31, 2006 as an exhibil to the Company’s Current Report on Form 8-K.

Filed on December 20, 2006 as an exhibit to the Company’s Current Report on Form 8-K.

Filed on November 19, 2002 as an exhibit to the Company’s Current Report on Form 8-K.

Filed on May 3, 2007 as an exhibit to the Company’s Quarterly Report as Form 10-Q for the quarter ended March 31, 2007,

Filed on August 6, 2007 as an exhibit to the Company’s Quartetly Report on Form 10-Q for the quarter ended June 30, 2007.

Filed on February 16, 2007 as an exhibit to the Company’s Current Report on Form 8-K. .

Filed on March 8, 2007 as an exhibit to the Company’s Current Report on Form 8-K.

Filed on February 28, 2007 as an cxhibit to the Company s Current Report on Form 8-K.

Filed on June 4, 2007 as an exhibit to the Company's Current Report on Form 8-K.

Filed on May 8, 2008 as an cxhibit to the Company s Quaricrly Report on Form 10-Q for the first quarter ended March 31, 2008.
Tiled on July 31, 2008 as an exhibit to the Company's Current Report on Form 8-K.

Filed on November 6, 2008 as an exhibit to the Company’s Quarterly Report on Form 10~ for the third quarter ended September 30, 2008.
Filed on February 29, 2008 as an exhibit to the Company's Annual Report on Form 10-K for the year ended December 31, 2007,

Filed on February 27, 2009 as an exhibit to thc Company's Annual Report on Form 10-K for the ycar ended December 31, 2008

Filed on May 7, 2009 as an exhibit to the Company’s Quarterty Report on Form 10-Q for the quarter ended March 31, 2009.

Filed on June 18, 2009 as an exhibit to the Company’s Current Report on Form 8-K.
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Exhibit 10.1
EMPLOYMENT AGREEMENT

This Employment Agreement {this “Agreement”) is entered into effective October 19, 2009 {the “Effective Dale™), by and between DaVita Inc.
(“Employer”) and Kim M. Rivera (“Employee™).

In consideration of the mutnal covenants and agreements hereinafter sct forth and for other good and valuable consideration, the parties hereto, intending
to be legally bound hereby, agree as follows:

Scetion 1. Employment and Dutics. Employer hereby employs Emplayee to serve as Vice President, General Counsel, and Secretary. Employee accepts
such employment on the terms und conditions set forth in this Agreement. Employee shall perform the duties of Vice President, General Counsel, and Secretory
or any additional or differcnt duties or jobs as the Company deems appropriate. Enitislly, Employce shall work out of Employer’s El Segundo, California
headquarters, although the location is subject 1o ehange to suit business necds. Employee will be allowed to maintain a home office in northern California and
work there from time to time. Employee agrees to devote substantially all of her time, energy, and ability to the business of Empleyer on a full-time basis and
shall not engage in any other business activities during the term of this Agreement, including but not limited to providing consulling services to any investment
firm, such as a hedge fund, provided however, Employce may continue to serve on the board of direetors of the Latino Community Foundation, a non-profit
corporation. Employee may pursue normal charitable activities so long as such activities do not require a substantial amount of time and do not interfere with her
ability to perform her duties. Employee agrees that she shall not serve on the board of direciors of any other not-for-profit or for-profit company without the
express written appraval of the Chief Exceutive Officer or the Board of Dircetors. Employce shall at all times observe and ahide by the Employer's policies and
procedures as in effect from time to time.

Scction 2. Compensation, In consideration of the services to be performed by Employec hercunder, Employec shall receive the following compensation
and benefits:

2.1 Base Salary. Employer shall pay Employce a base salary of $400,000 per annum, less standard withholdings and authorized deductions.
Employee shall be paid consistent with Employer's payroll schedule, The base salary will be reviewed from time to time. Employer, in its sol¢ discretion, may
increase the basc salary as a result of any such revicw. Employer may not reduce Employee's base salary unless the Employee authorizes it in writing orthe
Employer is reducing the base salary of other similarly-situated executives by a similar percentage.

2.2 Bencfits. Employee and/or her family, as the case may be, shall be eligible for participation in and shall receive all benefits under Employer’s
health and welfare benefit plans (including, without limitation, medical, prescription, dental, disability, and life insuranec) under the same terms and conditions
applicable te most executives at similar levels of compensation and responsibitity. ‘

2.3 Performance Bonus.

{a) Emplovee shall be eligible to receive o discretionary performance bonus (the “Bonus™) betwecen zcro and $300,000, payablc in a manner
consistent with Employer’s practices and procedures. The amount of the Bonus, il any, will be decided by the Chiel Executive Officer and/or the Board of
Directors or the Compensation Commitice of the Board in his/her/its sole discretion, :

{b} In deciding on the amount of the Annual Performance Bonus, if any, the Chicf Exceutive Officer and/or the Board of Dircctors or the

Compensation Commiltee of the Board may consider the competitive market for the scrvices provided by employces who arc performing the same or similar
dutics as Employee is providing Employer and who have similar background and experience.
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(¢) Employee must be employcd by Employer (or an affiliate) on the date any Bonus is paid to be eligible to receive such Bonus and, if
Employee is not employed by Employer {or an affiliate) on the date any Bonus is paid for any reason whatsoever, Employce shall not be entitled to receive such
Bonus.

2.4 Signing Bonus. Employer shall pay Employce a signing bonus of $50,000, less standard withholdings and authorized deductions, within her first
monih of employment.

2.5 Monthly Payment. Employer shall pay Employee $8,000 a month housing allowance, less standard deductions and authorized withhaldings, for
the first twelve months of Employee’s employment to help off-ser the costs of maintaining two homes during this fransitional period,

2.6 Yacation. Employee shall have vacation, subject 1o the approval of the Chief Executive Officcr.

2.7 Stock Appreciation Rights. Employer shall issue a grant to Employec of stock-scttled Stock Appreciation Rights (“SSARS™) on a base numbct
of 60,000 shares of DaVita common stock, upon approval. This grant shall have a five-year term and vest 25% on the first anniversary date of the grant, 8.33%
an the 20" month of the grant, and 8.33% every 4 months thereafter, The exercise price shall be the closing price as reported on the New York Stock Exchange
on the Effective Date, the date on which Employee has begun her employment with Employer and has begun to perform the services set forth within this
Agresment, or on the date that appropriate approval has been obtained, whichever is later. The terms of the SSARS grant will be reflected in a scparate
agreement to be signcd by Employer and Employce,

2.8 Restricted Stock Units. On the Effective Date, on the date on which Employee has begun her employment with Employer and has begun to
perform the services sct forth within this Agrcement, or on the date appropriate approval has been given, whichever date is later, Employee will reccive 5,000
shares of Employer’s restricted stock units, entitling Employee to the same number of full shares of DaVita common siock, subject to the following vesting
conditions: such resiricted stock units shall vest over a five-year period, one-third vesting on the third anniversary date ol the grant, 11.11% at 40th month of the
grant, then 11.11% cvery 4 months thereafter until the 60th month. The terms of the restricted stock units will be reflected in a separate Restricted Stock Units
Agreement to be signed by Employer and Employes.

2.9 Management Sharc Qwnership Policy. Employee shall review and understand the terms of the Management Share Ownership Policy with
respeet to all equity-based awards.

2.10 Indemnificdtion, Employer agrees to indemnify and defend Employce agninst and in respect of any and all claims, actions, or demands relating
1o or in any way arising out of Employce’s employment with Employer, to the extent permitted by the Company’s By-laws and applicable law.

2.11 Reimbursement. Employer also agrees to reimburse Employce in accordance with Employer's reimbursement policies for travel and
entertainment expenses, as well as other busincss-related cxpenses, incurred in the performance of her duties hercunder.

2.12 Changes 1o Benefit Plans. Employer reserves the right to modify, suspend, or discontinue any and all of its healih and welfarc benefit plans,
practices, policics, and programs at any time without recourse by Employee so long as such action is taken gencrally with respect to all other similarky-sitvated
pecr executives and does not single out Employee.

Section 3. jsionis Relatin, inati f Empl ent.

-Will. Employee’s employment with Employer is “at will” and is ierminable by Employer or by Employee at any time and for
any rcason ot ho reason, subject to the notice requirements set forth below:.
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3.2 Jermination for Material Cause. Employer may terminate Employece’s employment without advanced notice for Material Causc (as defined
below). Upon termination for Matcrial Cause, Employee shall (i) be entitled to receive Lhe Base Salary and benefits as set forth in Section 2,1 and Scetion 2.2,
respectively, throngh the effective date of such termination and (i} not be entitled to receive any other compensation, henefits, or payments of any kind, except as
otherwise required by law or by the terms of any bencfit or retirement plan or other arrangement that would, by its terms, apply.

3.3 Other Termination. Employer may terminate the employment of Employee for any reason or for no reason at any time upon at least thirty
{30) days’ advance writicn notice. 1f Employer terminates the employment of Employee for reasons other than for decath, Material Cause, or Disability, or if
Employee resigns within sixty (60) days following a Good Cause Event {as defined below), and contingent upon Employee’s exccution of the Employer’s
standard Waiver and Release Agreement and Noncompetition Agreement within twenty-eight days of the termination of Employee’s employment, Employee
shall be entitied to {i) salary continuation for the twelve-maonth period following the termination of her employment (the “Severance Period”), subject to
Employer’s payroll practices and procedurcs, and (ii) if Employee’s employment is terminated afier April in a given year, receive a payment equal to the Bonus
paid in the year prior to the icrmination of Employee’s employment, pro-rated for the number of months served in the year Employec’s employment is
terminated, 1o be paid in cqual installments over the Severance Period, subject to Employer’s payroll practices and procedures (if Employce's employment is
terminated within her first year, she shall reccive 50 percent of her Bonus potential, pro-rated for the number of months scrved in the year Employee’s
employment is terminated). Employec’s scverance is made pursuant to the terms and conditions of the DaVita Inc. Severance Plan, including the
Offsct;Mitigation provision, as thosc provisions cxist at the time of the termination of Emplayee’s employment. For purposes of this provision, an Emptoyee’s
employment has been terminated when Employee is no longer providing services for Employer after a specific date or the level of hona fide services that
Employee would perform (as an employee or indcpendent contractor) afier a specific date would permanently decrease o no more than 20% of the average level
of bona fide services performed over the immediately preceding thirty-six month period (or the full period of service if Employce was employed for lcss than
thirty-six months).

3 4. Volupuary Resignation. Employec may resign from Employer at any time upon at least nincty (90) days” advance wrillen notice, If Employee
tesigns from Employer for reasens other than a Good Cause Event, Employee shall {i) be entitled ta receive the base salary and benefits as sct forth in Scetion 2.1
and Sectjon 2.2, respectively, through the effective date of such termination and (ii) not be entitled to receive any other compensation, benefits, or payments of
any kind, except as othcrwise required by law or by the terms of any benefit or retirement plan or other arrangement that would, by its terms, apply. In the event -
. Employce resigns from Employer at any time, Employer shall have the right to make such resignation effective as of any date before the expiration of the
required notice period.

3.5 Disability. Upon thirty (30) days® advance notice (which notice may be given before the completion of the periods described hercin), Employer
may terminaic Employee’s employment for Disability (as defined below).

3.6 Definitions. For the purposes of this Agreement, the following terms shall have the meanings indicated:

{a) “Disability” shall mean the inahility, for a period of six (6) months, to adequately perform Employee’s regular duties, with or without
reasonable accommeodation, due to a physical or mental illncss, condition, or disabiliry.

{h) “Good Causc Event™ shall mean the occurrence of the foltowing events without Employee’s express written consent: (i) Employer
materially diminishes the scope of Employee’s dutics and responsibilities; or (ii) Employer materially reduces Employee’s base compensation. Notwithstanding
the above, the occurrence of any such condition shall not constitute Good Cause unless the Employce provides notice to Employer of the
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cxistence of such condition not later than 90 days after the initial existence of such condition, and Employer shall have failed to remedy such condition within 3¢
days afler reccipt of such notice.

] (c) “Material Causc” shall mean any of the following: (i) conviction of a felony or plea of no contest to a felony; (ii) any act of fraud or
dishonesty in connection with the performance of her dutics; (iii) repeated failure or refusal by Employee to follow pelicics or directives reasonably established
by the Chief Executive Officer of Employer or his/her designec that goes uncorrected for a period of ten {10) consecutive days after written notice has been
provided to Employee; (iv) a material breach of this Agreement; (v} any gross or willful misconduct or gross negligence by Employce in the performance of her
duties; (vi) cgregious conduct by Employee that brings Employer or any of its subsidiaries or affiliates into public disgracc or disrepute; (vii) an act of unlawful
discrimination, including sexual harassment; (viii) a violation of the duty of loyalty or ol any fiduciary duty; or (ix) exclusion or notice of exclusion of Employee
from participating in any federal health care program. Before the Employer may discharge Employee for an act of fraud or dishonesty in connection with the
performance of her dutics, Employee shall have a right 1o contest her termination to the entire Board of Dircctors.

3.7 Notice_of Termination. Any purported termination of Employee’s employment by Employer or by Employee shall be communicated by a written
Notice of Termination to the other party hereto in accordance with Section 5 hereof. A “Notice of Termination™ shalt mean a written notice that indicates the
specific termination provision in this Agrecment.

3.8 Effcct of Termination. Upon termination, this Agrecment shall be of no further force and effect and neither party shall have any further right or
obligation hereunder; provided, however, that no termination shall modify or affect the rights and obligations of the parties that have accrued prior to termination;
and provided further, that the rights and obligations of the partics under Section 3, Section 4, and Seciion § shall survive termination of this Agreement.

3.9 Notwithstanding any provision herein to the contrary, in the event that any payment to be made 1o Employee hereunder (whether pursuant to this
Segtion 3 or any other Section) as a result of Employee’s termination of employment is determined to constitute “deferred compensation” subject to
Section 409A of the Intema! Revenuc Code, and Employce is a “Key Employee” under the DaVita Inc. Key Employee Policy for 409A Arrangements at the time
of Employcc’s termination of empioyment, all such deferrcd compensation paymenis payable during the first six (6) months following Employee’s tcrmination of
employment shall be delayed and paid in a lump sum during the scventh calendar month following the calendar month during which Employce's termination of
employment occurs.

Scction 4: Confidentiality and Noo-Solicitation. Employce, contemporaneousiy herewith, shall enter into & Confidentiality and Non-Solicitation ’
Agreement, the terms of which are incorporated herein and made a part hercof as though set forth in this Agrecment. 1f Employee transfers to Colorado, she shall
enter into a Non-Competition, Non-Solicitation, and Confidentiality Agreement.

Scction 5, Miscellapeous.

5.1 Entire Agreement; Amendment. This Agreciment represents the entire understanding of the parties hereto with respect to the employment of
Employce and supcrsedes all prior agrecments with respect thereto. This Agreement may not be altered or amecnded excepl in writing exccuted by both parties

hereto.

5.2 Assipnient: Benefit. This Agrecment is personal and may not be assigned by Employee. This Agreement may be assigned by Employer and
shall inure to the benefit of 2nd be binding upon the successors and assigns of Employer.

5.3. Applicable Law; Venue. This Agreement shall be governed by the laws of the State of California, without regard to the principles of conflicts of
faws. Both parties agree that any action refating to this Agreement
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shall be brought in a state or federal court of competent jurisdiction located in the State of California and both parties agree to exclusive venue in the State of
California.

54 Notice. Notices and all other communications provided for in this Agreement shall be in writing and shall bc deemed to have been duly given
when delivered or mailed by United Statcs registered mail, return receipt requested, postage prepaid, addressed to Employer at its principal office and to
Employee at Employee's principal residence as shown in Employer’s personnel records, provided that ail notices to Employer shall be directed 1o Lhe attention of
the Chief Executive Officer, or to such other address as cither party may have furnished to the other in writing in accordance herewith, cxcept that notice of
change of address shall be effective only upon reccipt.

5.5 Construction. Each party has cooperated in the drafiing and preparation of this Agrcement, Hence, in any construction (o be made of this
Agreement, the same shall not be construed against any patty on the basis that the party was the drafier. The captions of this Agreement are not part of the
provisions hereof and shall have no force or cffcet. :

5.6 Exceution. This Agreement may be execuled in one or more counterparts, each of which shall be decmed an ariginal, but all of which together
shall constitute one and the same instrument. Photographic or facsimile copies of such signed counterparts may be used in lieu of the originals for any purposc.

5.7 Legal Counsel. Employee and Employer recognize that this is a legally binding contract and acknowledge and agree that they have had the
opportunity to consult with legal counsel of their choice.

5.8 Waiver. The waiver by any party of a breach of any provision of this Agreement hy Lhe other shull not operate or be construed as a waiver of any
other or subsequent breach of such or any provision. ‘

5.9 |nvalidity of Provision. In the event that any provision of this Agreement is determined to be illegal, invalid, or void for any reason, the
remaining provisions hereof sball continue in full force and cffect.

5.10 Approval by DaVita Inc, as to Formp. The partics acknowledge and agrec that this Agrcement shall takc cffect and be Jegally binding upon the
parties only upon full exceution hereof by the parties and upon approval by DaVita Inc. as to the form of hereol.

TN WITNESS WHEREOF, the partics hcreto have excguted this Agreement effective as of the date and year first written above.

DAVITA INC. . EMPLOYEE
By /s/Kent ). Thiry By /sf Kim M. Rivera
Kent J. Thiry ~ Kim M. Rivera

Chairman and Chiel Executive Officer

Approved by DaVita Inc. as to Form:

/s/ Lisa A. Barr

Lisa Barr
Assistant General Counscl - Labor
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Exhibit 10.14

ECOND AMENDMENT TO CE AL N RIGHTS AGREEMENTS

This Second Amendment to Stock Appreciation Rights Agreements is entered into this 11 t day of December, 2009, by and between DaVita Inc.. a
Delawere corporation (the “Company™), and Richard K. Whiiney (the “Employce™).

WHEREAS, the Company and the Employee previously entered into five Stock Appreciation Rights Agreements (cach an “SAR Agreement”), dated as of
Fehruary 14, 2008, February 15, 2008, February 19, 2008, February 20, 2008 and February 21, 2008, respectively {the “Grant Dates™), copies of which are
anached hereto as Exhibits 1 through 5, pursuant to the Company’s 2002 Equity Compensation Plan; and

WHEREAS, each SAR Agrccment was amended by that certain Amendment to Stock Apprecintion Rights Agreements dated November 2008, a copy of
which is antachcd hereto as Exhibit 6. .

WHEREAS, the Company and the Employee desire to further amend cach SAR Agrecment pursuent to Section 10 thereof;

NOW, THEREFORE, in consideration of the mutual covenants and agreements hereinafler set forth and for other good and valusble consideration, the
pariics herelo, intending to be legally bound hereby, agree as {ollows:

Scction 2(b) of cach SAR Agreement is amended in its entirety, effective as of the dule first written above, to provide as follows:
“(b) In the casc of the termination of the Grantee's employment with the Company (“Severance™), the SAR shall terminate on the Expiration Date.”

IN WITNESS WHEREOF, the parties hercto have cxecuted this Second Amendment 1o Stock Appreciation Rights Agreements as of the date and year first
written above,

COMPANY EMPLOYEE
. By /sf Kent I, Thiry By /s/ Richard K. Whitney
Kent J. Thiry Richard K. Whitney

Chicf Exceutive Officer

hEM
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Exhibit 12.1

DAVITA INC.
RATI0 OF EARNINGS TO FIXED CHARGES

The ratio of carnings to fixed charges is computed by dividing carmings by fixed charges. Eamings for this purpose are defined as pretax income from
continuing aperations adjusted by adding back fixed charges expensed during the period less noncontrolling interests. Fixed charges include debt expense
(interest cxpense and the amortization of deferred financing costs), the estimated interest componcnt of rent expense on operating leascs, and capitalized interest.

Year ended December 31,
1009 2008 1007 2006 2008
{dollars in thousands)

Earnings adjusted for {ixed charges:

Income from continuing operations before income taxes(]) 5 758,224 $ 656,791 5674224 § 513,900 § 354,592
Add:
Debt expense 185,755 224716 257,147 276,706 139,586
Interest portion of rent expense 81,122 72,562 64,613 60,395 35,189
Less: Noncontrolling intercsts(1) {57,803) (47,331) {46,702) (38,141) (23,495)
209,074 249,947 275,058 298,960 151,280

$ 967,298 5 906,738 $ 949,282 5 812,860 $ 505,872

Fixed charges:

Dcbt expense $ 185,755 5224716 $ 257,147 § 276,706 5 139,586
Interest portion of rent expense 81,122 72,562 64,613 60,395 35,189
Capitalized interest 3,627 4,189 3,878 4,708 1,912

$ 270,504 5 301,467 5 325,638 5 341,809 $ 176,687

Ratio of earnings to fixed charges 3.58 3.01 2.92 2.38 2.86

(1)  The Company has changed the presentation of camings attributable to noncontrolling interests for all prior periods presented,

hSM
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SUBSIDIARIES OF THE COMPANY

Exhibit 21.1

Jurisdiction
of

Name Structure Incorporation
Aberdeen Dialysis, LLC Limited Liability Company DE
Alamaosa Dialysis, LLC Limited Liability Company DE
American Fork Dialysis, LLC Limited Liability Company DE
Amery Dialysis, LLC Limited Liability Company DE
Animas Dialysis, LLC Limited Liability Company DE
Arcadia Gardens Dialysis, LLC Limited Liability Company DE
Astro, Hobby, West Mt. Renal Care Limited Parinership Limited Partnership DE
Austin Dialysis Centers, L.P. Limited Partnership DE
Bear Creek Dialysis, L.P. Limited Partnership DE
Beverly Hills Dialysis Parinership Parmnership CA
Bluegrass Dialysis, LLC Limited Liability Company DE
Bright Dialysis Center, LLC Limited Liability Company DE
Brighton Dialysis Center, LL.C Limited Liability Company DE
Bruno Dialysis, LLC Limited Liability Company DE
Buford Dialysis, LLC Limited Liability Company DE
Canyon Springs Dialysis, 11.C Limited Liahility Company DE
Canyonlands Dialysis, LLC Limited Liabslity Company DE
Capelville Dialysis, LLC Limited Liability Company DE
Capital Dialysis Partnership Partnership CA
Carroll County Dialysis Facility, Inc. Corporation MD
Carroll Counry Dialysis Facility Limited Partnership Limited Parinership MD
Cascades Dialysis, LLC Limited Liability Company DE
Centennial LV, LLC Limited Liability Company DE
Central Carolina Dialysis Centers, LLC Limited Liability Company DE
Central Georgia Dialysis, LLC Limited Liability Company DE
Central lowa Dialysis Partners, LLC Limited Liability Company DE
Central Kentucky Dialysis Centers, LLC Limited Liability Company DE
Cherry Valley Dialysis, LLC Limited Liability Company DE
Chicago Heights Dialysis, LLC Limited Liability Company DE
Chipeta Dialysis, LLC Limited Liability Company DE
Clinton Township Dialysis, LLC Limited Liability Company DE
Columbus-RNA-DaVita, LLC Limited Liability Company DE
Commerce Township Dialysis Center, LLC Limited Liability Company DE
Continental Dialysis Center, Inc, Corporation VA
Contincntal Dialysis Center of Springficld-Fairfax, Inc. Corporation VA
Creek Dialysis, LLC Limited Liability Company DE
Ballas-Fort Worth Nephrology, L.P. Limited Partnership DE
Dallas-Fort Worth Nephrology IT, LLC Limited Liahility Company DE
DuaVita Dakota Dialysis Center, LLC Limited Liability Company DE
PaVita El Paso East, L.P. Limited Partaership DE
DaVita Nephrology Medical Associates of Califoria, Inc. Corporation CA
DaVita Nephrology Medical Associates of Pennsylvania, P.C. Professional Corporation PA
BaVita Nephrology Medical Associates of Washington, P.C. Professional Corporation WA
DaVitn of New York, Inc. Corporation NY

Limited Liability Company DE

DaVita-Riverside, LLC

Source: DAVITA INC, 10-K, February 25, 2010
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Jurisdietion
of
Name Structure Incorporation
DaVita-Riverside 11, LLC Limited Liability Company DE
DaVita Rx, LLC Limited Liability Company DE
DaVita Tidewater, LLC Limited Liability Company DE
DaViia Tidewater-Virginia Beach, LLC Limited Liability Company DE
DaVita VillageHealth, Inc Corporation DE
DaVita VillagcHealth Insurance of Alabama, Inc. Corporation AL
DaVita VillageHealth of Georgia, Inc. Corporation GA
1JaVita VillageHealth of Chio, Inc. Corporation OH
DaVita VillageHealth of Virginia, Inc. Corporation VA
DaVita-West, LLC Limited Liability Company DE
Decker Dialysis, LLC Limited Liability Company DE
Dialysis Holdings, Inc. Corporation DE
Diaiysis of Des Moines, LLC Limited Liability Company DE
Dialysis of North Atlanta, LLC Limited Liability Company DE
Dialysis of Northern Illinois, LLC Limited Liability Company DE
Dialysis Specialists of Dallas, Inc. Corporation TX
DNP Management Company, LLC Limited Liability Company DE
Downriver Centers, Inc. Corporation MI
Downtown Houston Diatysis Center, L.P. Limited Parinership DE
Durango Dialysis Center, LLC Limited Liability Company DE
DVA Henlthcare of Muryland, Inc. Corporation MD
DVA Healthcare of Massachusetis, Inc. Corporation MA
DVA Healthcare of New London, LLC Limited Liability Company ™
IDVA Healthcare of Norwich, LLC Limited Liability Company T
DVA Healthcare of Pennsylvania, Inc. Corporation PA
IDVA Healthcare of Tuscaloosa, LLC Limited Liability Company ™
DVA Healihcarc Procurement Services, Inc. Corporation CA
DVA Hecalthcare Renal Care, Inc. Corporation NV
DVA Healthcare-Sonthwest Ohio, LLC Limited Liability Company T
DVA Laboratory Services, Inc. Corporation FL
DVA of New York, Inc. Corporation NY
DVA Renal Healthcare, Inc, Corporation ™
DVA/Washington University Healthcare of Greater St. Louis, LLC
Limited Liability Company DE
East Dearbom Dialysis, LLC Limited Liability Company DE
East End Dialysis Center, Inc. Carporation VA
East Ft. Lauderdale, LLC Limited Liabitity Company DE
East Houston Kidney Center, L.P. Limited Parmership DE
Elberton Dialysis Facility, Inc. Corporation GA
Elk Grovce Dialysis Center, L1.C Limited Liability Company DE
Empire State DC, Inc. Corporation NY
Falcon, LLC Limited Liability Company DE
Fields Dialysis, LLC Limited Liability Company DE
Five Star Dialysis, LLC Limited Liability Company DE
Flamingo Park Kidney Center, Inc. Corporation FL
Forester Dialysis, LLC Limited Liability Company DE
Frechold Artificial Kidney Center, LLC Limited Liability Company NI
Fullerton Dialysis Center, LLC Limited Liability Company DE
Limited Liability Company DE

Give Life Dialysis, LLC

Source: DAVITA INC, 10-K, February 25, 2010
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Jurisdiction
of

Name Structure Incorporation
Grand Home Dialysis, LLC Limited Liability Company DE
Greater Las Vegas Dialysis LLC Limited Liability Company DE
Greater Los Angeles Dialysis Centers, LLC Limited Liability Company DE
Green Desert Diialysis, LLC Limited Liability Company DE
Greenwood Dialysis, LLC Limited Liability Company DE
GrifTin Dialysis, LLC Limited Liability Company DE
Hanford Dialysis, LLC Limited Liability Company DE
Hawaiian Gardens Dialysis, LLC Limited Liability Company DE
Hiateah Kidney Dialysis, LLC Limited Liability Company DE
Historic Dialysis, LLC Limited Liability Company DE
HomcChoice Partners, Inc Corporation DE
Honey Dialysis, LLC Limited Liahility Company DE
Houston Acute Dialysis, L.F. Limitcd Partnership DE
Houston Kidney Center/Total Renal Carc Integraicd Service Network Limited Partnership

Limited Partnership DE
Huntington Artificial Kidney Center, Ltd. Limited Liability Company NY
Huntington Park Dialysis, LLC Limited Liability Company DE
Indian River Dialysis Center, LLC Limitcd Liability Company DE
Ionia Dialysis, L.1.C Limited Liability Company DE
Jedburg Dialysis, LLC Limited Liability Company DE
Kidney Centers of Michigan, LLC Limited Liability Company DE
Kidney Home Center, LLC Limited Liability Company DE
Knickerbocker Dialysis, Inc. Corporation NY
Las Vegas Pedialric Dialysis, LLC Limited Liability Company DE
Lawrenceburg Dialysis, LLC Limited Liability Company DE
Liberty RC, Inc. Corporation NY
Limon Dialysis, LLC Limited Liability Company DE
Lincoln Park Dizlysis Scrvices, Inc. Corporation IL
Litlle Rock Dialysis Centers, LLC Limitcd Liability Company DE
Lockport Dialysis, LLC Limited Liability Company DE
Long Beach Dialysis Center, LLC Limited Liability Company DE
L.ord Baltimore Dialysis, LLC Limitcd Liability Company DE
Los Angeles Dialysis Center Parinership CA
Maple Grove Dialysis, LLC Limited Liability Company DE
Maples Dialysis, LLC Limitcd Liability Company DE
Marysville Dialysis Center, LLC Limited Liability Company DE
Mason-Dixon Dialysis Facilities, Inc. Corporation MD
Memonal Dialysis Center, L.P. Limited Partnership DE
Mcna Dialysis Center, LL.C Limited Liability Company DE
Middtesex Dialysis Center, LLC Limited Liability Company DE
Miramar Dialysis Center, LLC Limitcd Liability Company DE
Moncrief Dialysis Center/Total Renal Care Limited Partnership

Limited Partnership DE
Morro Dialysis, LLC Limited Liability Company DE
Mouniain West Dialysis Services, LLC Limited Liability Company DE
Muskogee Dialysis, LLC Limited Liability Company DE
Natomas Dialysis, LLC Limited Liabitity Company DE
Nephrotogy Medical Associates of Georgia, LLC Limited Liability Company GA

Limited Liability Company NI

Nepiune Anificial Kidney Center, LLC '
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Jurisdiction

Nome Structore In:nr::rnﬁon
New Bay Dialysis, LLC Limited Liability Company DE
New Hope Dialysis, L1.C Limited Liability Company DE
New Springs Dialysis, LLC Limited Liability Company DE
Nnrth Austin Dialysis, LLC Limited Liability Company DE
North Colorado Springs Dialysis, LLC Limited Liability Company DE
Ohio River Dialysis, LLC Limited Liability Company DE
Open Access Lifeline, LLC Limited Liability Company DE
Orange Dialysis, LLC Limited Liability Company CA
Palomar Dialysis, LLC Limited Liability Company DE
Patient Pathways, LLC Limited Liability Company DE
PDI Holdings, Inc. Corporation DE
Physicians Choice Dialysis of Alabama, LLC Limited Liability Company DE
Physicians Dialysis Acquisitions, Inc. Corporation DE
Physiciens Dialysis, Inc. Corporation DE
Physicians Dialysis o Houston, LLT Limited Liability Partncrship X
Physicians Dialysis of Lancaster, LLC Limited Liability Company PA
Physicians Dialysis Ventures, nc. Corporation DE
Pike Dialysis, LLC Limited Liability Company DE
Pitisburg Dialysis Partners, LLC Limited Liability Company DE
Platte Dialysis, LLC Limited Liability Company DE
Plumas Dialysis, LL.C Limited Liability Company DE
Princeton Diatysis, LLC Limited Liability Company DE
Red Willow Dialysis, LLC Limited Liability Company DE
Renal Clinic Of Houston, LLC Limited Liability Company DE
Renal Life Link, Inc. Corporation DE
Renal Treatment Centers—Califomia, Inc. Corporation DE
Renal Treatment Centers—Hlinois, Inc. Corporation DE
Renal Treatment Centers, Inc. Cotporation DE
Renal Treatment Centers—Mid-Allantic, Inc. Corporation DE
Renal Treatment Centers—Northeast, Inc. Corporation DE
Renal Treatnent Centers—Southeast, L.P. Limited Partnership DE
Renal Treatment Centers—West, Inc. Corporation DE
Riddic Dialysis, LL.C Limited Liability Company DE
Ripley Dialysis, LLC Limited Liability Company DE
Rita Ranch Dialysis, LLC Limited Liability Company DE
River Valley Dialysis, LLC Limited Liability Company DE
RMS Lifcline, Inc. Corporation DE
RMA-DaVita Dialysis, LLC Limited Liability Company DE
Robinson Dialysis, LLC l.imited Liability Company DE
Rochester Dialysis Center, L1.C Limited Liability Company DE
Rocky Mountain Dialysis Services, LLC Limitcd Liability Company DE
Physicians Choice Dialysis of Alabama, LLC Limited Liability Company DE
Roose Dialysis, LLC Limited Liability Company DE
Ross Clark Cirele Dialysis, LLC Limited Liability Company DE
Physicians Choice Dialysis of Alabarna, LLC Limited Liability Company DE
Royale Dialysis, LL.C Limited Liability Company DE
RTC Holdings, Inc. Corporation DE
RTC TN, Inc. Corporation DE
Limited Liabitity Company DE

SafcHarbor Dialysis, LLC
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Jurisdiction

ol
Name Structure Incorporation
SAKDC-DaVita Dialysis Partners, L.P. Limited Partnership DE
Sandusky Dialysis, LLC Limited Liability Company DE
San Marcos Dialysis, LLC Limited Liability Company DE
Santa Fe Springs Dialysis, LLC Limited Liability Company DE
Seneca Dialysis, LLC Limitcd Liability Company DE
Shadow Dialysis, LLC Limited Liability Company DE
Shayano Dialysis, LLC Limitcd Liability Company DE
Shining Star Dialysis, Inc. Corporation NJ
Sicna Dialysis Center, LLC Limited liability Company DE
Solcdad Dialysis Center, L1.C Limited Liability Company DE
Somerville Dialysis Center, LLC Limited Liability Company DE
South Central Florida Dialysis Partners, LLC Limited Liability Company DE
South Shore Dialysis Center, L.P. ) Limited Parinership DE
Southerest Dialysis, LLC Limited Liability Company DE
Southeastern Indiana Dialysis, LLC Limited Liability Company DE
Southern Colorado Joint Ventures, LLC Limited Liability Company DE
Southern Hills Dialysis Center, LLC Limited Liability Company | DE
Southwest Atlanta Dialysis Centers, LLC Limited Liability Company DE
St. Luke's Dialysis, LLC Limilcd Liability Company DE
Star Dialysis, LLC Limited Liability Company DE
Steamn Dinlysis, LLC Limited Liability Company DE
Strongsville Dialysis, LLC Limited Liability Company DE
Sugarioaf Dialysis, LLC Limited Liability Company DE
Summit Dialysis Center, L.P. Limitcd Partnership DE
Sun City Dialysis Center, LLC Limited Liability Company DE
Sun City West Dialysis Center LLC Limited Liability Company DE
Sunset Dialysis, LLC Limited Liability Company DE
“Taylor Dialysis, LLC Limited Liability Company DE
Te)-Huron Dialysis, LLC L.imited Liability Company DE
Tennessce Valley Dialysis Center, LLC Limited Liability Company DE
The Woodlands Dialysis Center, L.P. Limited Partnership DE
Total Acute Kidney Care, Inc. Comoration FL
Total Renal Care/Eaton Cenyon Dialysis Center Partnership Partnership CA
Total Renal Care, Inc. Corporation : CA
Total Renal Care North Carolina, 1.LC Limited Liability Company DE
Total Renal Care/Piedmont Dialysis Center Partnership Partnership CA
Total Renal Care Texas Limited Partnership Limited Partnership DE
Total Renal Laboratorics, Inc. Comoration FL
Total Renal Rescarch, Inc. Corporation DE
Transmountzin Dialysis, L.P, Limited Partnership DE
TRC-Dyker Heights, L.P. Limited Partnership NY
TRC El Paso Limited Partnership Limitcd Parinership DE
TRC-Four Comers Dialysis Clinics, LLC Limited Liability Company NM
TRC-Georgetown Regional Dialysis LLC Limited Liability Comnpany DC
TRC-Indiana LLC Limited Liability Company IN
TRC-Petersburg, L1.C Limitcd Liability Company DE
TRC of New York, Inc, Corporation NY
TRC West, Inc. Corporation DE
Tree City Dialysis, LLC Limited Liability Company DE

Source: DAVITA ING, 10-K, February 25, 2010
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Nome

Soructure

Jurisdiction
al
Incorporation

Tulsa Dialysis, LLC

Turlock Dialysis Center, LLC
Tustin Dialysis Center, LLC
University Dialysis Center, LLC
Upper Vailey Dialysis, L.P
Urbana Dialysis, LLC
USC-DaVita Dialysis Center, L1.C

UT Southwestern DVA Healthcare, LLP

Valley Springs Dialysis, LLC
Verde Dialysis, LLC
VillageHealth DM, LLC
Wauscon Dialysis, LLC

Wesley Chapel Dialysis, LLC
West Broomfield Dialysis, LLC
West Elk Grove Dialysis, LLC
West Monroe Dinlysis, LLC
West Pensacola Dhalysis, LLC
West Sacramento Dhalysis, LLC
Weston Dialysis Center, LLC
Weston Dialysis Center, LLC
Willowbrook Dialysis Center, L.P.
Wood Dialysis, LLC

Wyandotic Central Dinlysis, LLC
Wyler Dialysis, LLC

Ybor City Dialysis, LLC

Yucaipa Dialysis, LLC
Zephyrhills Dialysis Center, LLC

Source: DAVITAINC, 10-K, February 25, 20140
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Limited I.iability Company
Limited Liability Company
Limited Liability Company
Limited Liability Company
Limited Partnership
Limited Liability Company
Limited Liability Company
Limited Liability Partnership
Limited Liability Company
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Exhibit 13.1
Consent of Independent Registered Public Aecounting Firm

The Board of Directors and Sharcholders
DaVita Inc.:

We conscnt to the incorporation by reference in the registration statemcnts on Forms S-8 (No. 33-84610, No. 33-83018, No. 33-99862, No. 33-99864,
No. 333-01620, No. 333-34693, No. 333-34695, No. 333-46887, No. 333-75361, No. 333-56149, No. 333-30734, No. 333-30736, No. 333-63158,
No. 333-42653, No. 333-86550, No, 333-86556, No. 333-144097 and No. 333-158220) and Form 5-3 (No. 333-69227) of DaVita Inc. of our reports dated
Fcbruary 235, 2010, with respect to the consolidated balance shects of DaVita Inc. as of December 31, 2009 and 2008, and the related consolidated statements of
income, equity and comprehensive income, and cash flows for each of the years in the threc-ycar period ended December 31, 2009, and related financial
statement schedule, and the effectiveness of internal control over financial reporting as of December 31, 2009, which reports appear in thc December 31, 2009
annual report on Form 10-K of DaVita Inc.

As discussed in Note 1 to the consolidated financial statements, the Company adopted Financial Accounting Standards Board (FASB) Statement of
Financial Accounting Standards No. 160, Nonconlrolting Interests in Consolidated Financial Statements {included in FASB ASC Topic 810, Consclidation), on a
prospeclive basis except for the presentation and disclosure requirements which were applied retrospectively for all periods presented effcctive January 1, 2009,

/sf KPMG LLP

Seattle, Washington
February 25, 2010

Source: DAVITAING, 10-K, February 25, 2010 Pavered by Mominasiar® Documeni ResearchM




Exhibit 31.1

SECTION 302 CERTIFICATION

1, Kent J. Thiry, certify that:

1. 1 have reviewed this annual report on Form 10-K of DaVita Inc.;

2. Based on my knowledge, this report docs not contain any untrue stalement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misteading with respect to the period covered by this report;

. 3. Based on my knowledge, the financial statcments, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the reistrant as of, and for, the periods presented in this report;

4. The registrant’s other ccnifying officer(s) and ] arc responsible for establishing and maintaining disclosure conirols and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(¢)) and internal control over financial reporting {as defined in Exchange Act Rules 13a-15(f) and 15d-15(1)) for the
registrant and we have:

(a) Designed such disclosure controls and procedures, or cansed such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiarics, is made known to us by others within
those entities, particularly during the period in which this repont is being prepared;

{b) Designed such internal control over financial reponiing, or caused such internal control over financial reponting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposcs in accordance with generally accepted accounting principles;

{©) Evaluated the cfTectiveness ol the registrant’s disclosure controls and procedures and presented in this report our conelusions about the
cffectiveness of the disclosure controls and procedures, as of the end of the period covered by this repont based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over fMinancial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially afTected, or is reasonably likely
to materially affecl, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and 1 have disclosed, based on our most recent cvaluation of internal control over financial reperting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and matenial weaknesses in the design or operation ol internal control over financial reporting which are
rcasonably likely 1o adverscly affcet the registrant’s ability to record, process, summarize and report financial information; and

(b) Any frand, whether or not material, that involves management or other employees who have a significant rolc in the registrant’s internal
control over financial reporting. .

fs/  KEnt ), THIRY
Kent J. Thiry
Chief Executive Officer

Date: February 25, 2010

Source: DAVITAINC, 10-K, February 25, 2010 Powerad by Momingstar® Documen! Research®M
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Exhibit 31.2

SECTION 302 CERTIFICATION

1, Richard K. Whitney, certify that:

1. 1 have reviewed this annual report on Form 10-K of DaVita Inc.;

2. Based on my knowledge, this rcport dees not contain ny untrue staiement of 2 material fact or omit (o state a materiat fact nccessary 1o make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this repon, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other centifying officer(s) and I are responsibie for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(c) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(1) and 15d-15(1)) for the
regisiranl and we have:

(a)

(b)

{c)

C)]

Designed such disclosure controls and procedures, or cansed such disclosure controls and procedures to be designed under our supervision,
1o ensure that matcrial information relating io the registrant, including its consolidated subsidiaries, is made known to us by others within
thosc entities, particularly during the period in which this report is being prepared,

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statcments for
cxternal purposes in accordance with gencrally accepted accounting principles;

Evaluated the effcctiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
cflectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrani’s most
recent fiscal quarter {the regisirant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is rcasonably likely
to materially affect, the registrant’s intcrnal control over financial reporting; and

5. The registrant’s other centifying officer(s) and T have disclosed, based on our most recent cvaluation of internal contrel over financial reporting, 1o the
registrant’s auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

(a)

(®)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affeet the registrant’s ability to record, process, summarize and repont financial information; and

Any fraud, whether or not material, that involves management or other employccs who have a significant role in the registrant’s intcrnal
control over financial reporting.

/s/  RICHARD K. WHITNEY

Richard K. Whitney
Chief Financial Officer

Date: February 25,2010

Source: DAVITAINC, 10-K, February 25. 2010 Pawered by Momingstar® Document Beseaich®¥
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Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE GFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
ASADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of DaVita Ine. (the “Company™) on Form 10-K for the year ending December 31, 2009 as filed with the Securities
and Exchange Commission on the date hercof (the “Perindic Report”), I, Kent 3. Thiry, Chiel Executive Officer of the Company, cerlify, pursuant to 18.US.C. §
1350, as adopted pursuant to § 906 of the Sarbancs-Ondey Act of 2002, that:

1. The TPeriodic Report fully complics with the requirements of Section 13(a) or 15(d) of the Securitics Exchange Act of 1934; and

2 The information contained in the Periodic Report fairly presents, in all material respeets, the financial condition and resulis of operations of the
Company.

/5! Kent ), THIRY

Kent J. Thiry
Chief Executive Officer
February 25, 2010
Source: DAVITA INC, 10-K, February 25, 2010 Pawiered by &armingsiar® Dotument Research ™
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Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
ASADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In conncction with the Annual Repost of DaVita Inc. (the “Company™) on Form 10-K for the year ending December 31, 2009 as filed with the Securities
and Exchange Commission on the date hereaf {the “Periodic Repert™), I, Richard K. Whilney, Chicf Financial Officer of the Company, certify, pursuant to
18.U.5.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxlcy Act of 2002, that:

1, The Periodic Repon fully complies with the requirements of Scction 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information comtained in the Periodic Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.

/sf RicHarD K. WHITNEY
Richord K. Whilney
Chief Financial Officer

February 25, 2010

Source: DAVITAINC, 10-K, February 25, 201¢ Prwered oy Momingstar® Docement ResearchS™




Source: DAVITAINC, 10-K, February 25, 2010 Fawered by Marmingsiar® Docurnent Research®™




Rreyicentiol OMce Commercial Jevelopment Office
2144 & MacAnrir Bouy it 2444 5§ pacativa Bouleord
Spingfieds, L 22704 Ssviaield 1L L2704

Yetoptions (2171 5282012 Tewphnna (217) 525-775%

Fos & (217) 325-2273 Eax & (217) 52540345

wew.cherdesrobbine.com  Gvnal: e chstesrapbinscnm

Noveinber 24, 20000

RE:  Lotter of Intens: 2030 8. 67 Sncet, Springfield, Itinois 62703

Dear Mr Furling;

{151 Real Estate Brokesage Services ine. and Charles Rabhins Reattor have boen authorizod by PaVita nc. 10 provide this
tetier of Inient to fease the above mentioned propesty under the terms and conditions below

LOCATION: 2930 South Sixth Strect, Springfictd, filinots 62705

TENANT: “Total Remal Care, Inc. o7 related catity to be named ™,

LANDLORD: 2634 South Sixth Sireet LE.C % Williarm Furting ILE, Spriagfeld, 1, §2703
INITTIAL SPACE

REQUIREMENTS: Approximately 6100 contipnons usable square fect. No load factor added
PRIMARY TERM: 10 vears

POSSESSION AND

COMMENCEMENT: Tenam shall take possession of the promiscs upon the iater of completion of

Landlords roguired work (if any) or siutual kease execution. In any event, the rent

and term shall coramence the earfier of seven (73 months from posscesion o until:

a. Leaschold Improvenyents within the Presmses have been completed in
aceordance with the final construction docurents {cxezpl for naininal
punch list iems), and -

b. A Cerificate of Oceupancy for the Promises has been obiained from the
C-itﬂ_u‘fof Springficld 1L and-

<. Tenant has obtzined all necossary Hieenses and permits.

FAl : TODELIVER

PREMISES: If Landiord has not delivercd the premises to Tamant with alt base building items
substantially completed by nincly (90) days from keass exocution, Tenant may clect
to teamigate the feate by written notece to Landlord, Landlord shall defives pregissget.™
to Tezamt 90 davs aftes she latter of issimncs of Cortification of Neod date or TIF
approval date umless Tonant elects to Forfert TIF rembersement,

LEASE FORM; The Tenand shalt provide its slandard fexse form




BASE BUILDING:

TENANT IMPROVEMENTS:

OQFTION TO RENEW:

RIGHTF OF FE ‘
ADIACENT SPACE:

RENTAL RATE:
IFOLBING OVER;

PARKING:
CONCESSIONS:

v ot St b

COSMMON AREA ENPENSES
AND REAL ESTATE TAXNES:

The use is for u Daalysis Clinic, related medical. office and distribution of
phanuceuticals. Picase veniby that the use nnd parking are pemiiied within the
building’s zoning.

The following iems mwst be dodivered by the Landlerd to the prowises as part of
the base building:

- AT dedicaiod vater muser and o

- A7 somer Bing t0 A RenicTpa! soTRr SSRTR

- Minimum 400 10 800 | 1204208 volt 3 phse, 4 wire clortniea! servies

- Gas sznice. at a ménimzne will be mted to have 67 of waiee eotunam
presenie and supphy $00 (00-BTU's

- HYAC rooftep Unize/Sagroms and all ageoriatod cost with unlt

Please refer w the affuchd Exhibit B reganding additions! base building
mmprovenonts and sk dowlopnent reguiremants,

Ploase doscribe shaibor Leaschold imarovenumis wilt he psovided oo o “Tumkey™
or “Aflpwance”™ basis and the amouwnt incledad within the Base Rent scheduls,
Fonbkermorr, state ff Landiord o willtsg to aorioe sdditional fmprovcinets mta
the 1018 over the lase wree Landiord will with the eonocration of Tonant subrait
cligible improvement to City of Sprirgfizld for reimbursoment from TIF funds,
Reimbursement can be op 10 143 of oligible cxpenses.  Landlord will reimburse
Fewama for s britd et exponss to the oxtent that TIF funds roe gudd to Landtord

Torant desireg thes (3) Gve (5) vear oplivts o eacw the Teoge, Option Rent shafl
be ehe bessor of $3% of fair market vatue, or, th o durdng e pricr kow

sxzalid by the incrense in the P -1 ower the prior o, cappef! & twe pereay
(2%4) sanuathy with pnor writion notes dus six (8) moaths.

Tenant Sl lae the right of Birst of fer on anv adjacent space that mav beconr:
avaitable durirg ths initiad torm of the kass 2 epy extension thersall

10 vears S13 per foot per veor with 226 pur vear esealano..

Tnt the evant Tenant remains in posseasion of the Prenvises alter the expiraton-of
the o oF this Lemes. thon Fomnes o be oBbaared o goy reat ot 123% the then
CUTTCTE rats.

Tenons requires Gve (3} designoied spaces far ils usc.

TTF reimbemsemecim a3 putlined above

Reaf Extate Taxes J010 were §2.77 faqUir Brsurastes costs for 2010 were §0.40
Jenfr'sr CAM cass Far 2010 were 51 42%qR S tn melude ofilias (watar and
uxterior lishtme), tandscape, stow ranoval, mamionanee. utditics, securty ect.




SIGNAGE:

BLUTLDING FIQURS:

SUBLEASFE/ASSICRMENT:

GOVERNMENTAL
COMPLIANCE:

REQF REGHTS:

RADELS RESTRICTIGN:

RLY TERMINATION
QPFION:

SECURITY DEPOSIT:

€ (}RPORATF G "ARt\ NITER:

“Tenant shall hiave the rigit 1o install building signage at the Premises, subjeet to
Landlord’s conscal. which consent shatt not be unreasonably withheld, and subjeer
o comphance by Tenant wih all applicahle lavs and revlations, Landicsd. at
Landlord’s gvpense will fumish Temant with space for Tenant’s desimated nanws
on fhe bmtdmh dircetory board in the lobby of the building and wilt put Tenut's
namee on amy wther direstory bewesd which e be pant of the Indiding or complox,

Tenar requires buildim: bours of 24 hours a day, 7 davs o wek,

Temni will have the right at any time to sublease or assign ns interest in this Lease
10 anv majonty ownad subsidiades or rolated ceatics of DaVita fae. without the
conscat of i Landlond,

Lacdlord shall ropresent and worrant 1o Tenant that Landlord. at Landlosd's sole
cxpense, wilt cause Teoant's Proeises, the Buitding and padiing facilities to be in
fult compliance with anmyv povernmental laws. ordimsnces, repudwions or onders
relanng to, hat not limited to. complisncs with the Americens with Disabilibies Act
(ADA). and eavironmasdtat conditions relating to the cuistonse of asbestos andfor
other hozardons matorats, or sofl and ground water conditions, and shal)
mdemrafy and hold Terant harmiess from anv claims, habiliiies and cost ansing
{ronu enviconmental conditions ot caused by Tenant(s).

If the buildinz doce mot have cable tolevision sendee, then Tonant will nood the
ripght to place a saiciine dish on the roof &t a adtiiional R,

Lerdiard sholt pot leass specc 1o ancdher Diolys?s clinic or similar facility at the
[ropery o at any af the other propertios Landlerd cantrols withim five (3) mites of
thic subiect property.

No Earty Torminatios Cpticn
The cliert, by company policy, dogs 1t provide security doposirs.

A compomats gunrantec from Davita tnc. will be roqizized

Tenant will poxd to apaty for a Certificars of Need for the final locaion. I Teanmt
does not get the Certificate of Nocd by Aprl 38, 2071, ths Lease w1l be mull and
\oid. I they do gt she Cerifiate of Noed, then they with go frruamet with the
fcase basod on satisfiing the other coniinzencics that are in their siandasd Lease
Documant.

Terant CON (btipatror, Landhord omd Tenam enderstand and sgree tha the
establishinent of M chranic owpationt dislveis facility ip the S of llinois is
suhjact to the requiranents of the THinois Health Facilitics Plarning Act, 20 ILCS
LN} of sy, amd, thys, the Fena cammot csmblish a dish ers Facslity on the
Premiscs or exccute o binding fead estote kease in connection tharewith wnless
Tenant obtairs a Corificat: of Nead {CON) permut fromm the Tiiees Hinlth |
Facilitics Planning Board (the "Plasning Baard”). Fenant agrees to procesd using
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EXHIBIT A
NON-BINDING NOTICE

NOTICE: THE PROVISONS CONTAINED IN THIS LETTER OF INTENT ARE AN EXPRESSION OF THE
PARTIES' INTEREST ONLY. SAID PROVISIONS TAKEN TOGRTTIER OR SEPERATELY ARE NEITHER
AN OFFER WHICH BY AN “ACCEPTANCE" CAN BECOME A CONTRACT, NOR A CONTIRACT. BY
ISSUING THIS LETTER OF INTENT, NEITHER TENANT NOR LANDLORD (OR USH SHALL BE BOURD
FO ENTER INTO ANY. {GOOD FAITH OR QOTHERWISE} NEGOTIATIONS OF ANY EIND
WHATSOEVER. TERNANT RESERVES THE RIGHT TO NEGOTIATE WITIH QTHER PARTIES. NEITIHIR
TENANT, LANTLORD QR USH INTENDS ON THE PROVISIONS CONTAINED N THIS LETTER OF
INTENT TO BE BINDING [N ANY MANNER, AS THE ANALYSIS FOR AN ACCEPTABLE TRANSACTION
WILL INVDLVE ADDITIONAL MATTERS NOT ADDRESSER IN TIHS LETTER, INCLUDING, WITHOUT
LIMITATION, THE TERMS OF ANY COMPETING PROJECTS. OVERALL ECONOMIC AND LIABILITY
PROVISIONS CONTATNED IN ANY LEASE DOCUMENT AND INTERNAL APPROVAL PROCESSES AND
PROCFDURES. THE PARTIES UNDERSTAND AND AGREE THAT A CONTRACT WITH RESPECY TO
THE PROVISIONS IN THIS LETTER OF INTENT WILL NOT FXIST UNLFESS AND GNTIL THE PARTIES
HAVE EXECUTED A FORMAL, WRITTEN LEASE AGREEMENT AFFROVED IN WRITING BY THEIR
RESPECTIVE COUNSEL. USI IS ACTING SOLFLY IN THE CAPACITY OF SOLICITING, FROVIDING
AND RECEIVING INFORMATION AXD PROPOSALS AND NEGOTIATING THE SAME ON BEHALF OF
OUR CLIENTS. UNDER NO CTRCIMSTANCES WHATSOEVER DOES USE HAVE ANY AUTHORITY TO
BINP OUR CLIENTS TO ANY ITEM, TERM OR COMBINATION QF TEAMS CONTAMNED HEREIN, THIS
LETFER OF INTENT 1S SUBMITTED SURJFECT TO ERRORS. OWINSGIONS, CHANGE OF FRICE,
RENTAL OR OTHER TERMS; ANY SPECIAL CONDITIONS IMPOSED BY GUR CLIENTS; AND
FITHDRAWAL WITHOUT NOTICE. WE RESERVE TIfe RIGHT TO CONTINUE SEMULTANEQTS
NEGOTIATIONS WITH OTHER PARTIES ON BFFALF OF OUR (LIENT. NO PARTY SHALL HAVE ANY
LEGAL RIGHTS OR OBUIGATIONS WiTH RESPECT TO ANY OTHER PARTY, ARD NO PARTY
SHOULD TAKE ANY ACTION OR FAR, TO TAKE AXNY ACTION IN DETRIMENTAL RELIANCE ON
TS OR ANY OTHER DOCUMENT OR CMNIUNICATION UNTIH. AND UNLESS A DERINITIVE
WRITTEN LEASE AGREEMENT IS PREPARET AND SIGKED BY TENANT AND LANDLORT.

274




Exiitn B

FOR EXISTING BHILDING
ISURIECT TO MOTHFICATION BASED ON INPUT FROM LESSEE'S PROFYCT MANAGER WITH RESPECT T9
EACH CENTER PROJECT)

SCHEDUVLE A - TO WORK LYTTER
AINTMUA BASE GUILRHNG IMPROVEMENT REQUIRIAENTR

{Nofe: Sections with on Asiertek {*) have specitic reguiremente for 1.2 tn Califernin and other sefert Statox = see end of docament
for chanpes to that sectiony

At a mintmom. the Lessor shall provids the followingy Bome Buldine bmpravuments o meet Lesec's rugenerets focan
Exictizm Base Boilding Inpronements at Lessor’s sole cost:

Al MBI work completed by the Lessor will weed 1o be eoordinzied and approved by the Lessee pod thore Conendtamts
prics to any work bring complated. including shop draw iigs and sulimiitals reviens

1.0 - Building Codes & Besizn *
AR Mininwom Base Buildmg tmprovements (MBBD are ro be rrfanned in accordanee with all ladal, etate, and
fodzral bailding codes including any relared smenciwnts. fire and e sefety cados, ADA npotations. State
Deparurest of Public Health, and ather applicstis and eades as it portains to Disivsis. All Lessor's work wift have
Govesrmental Authorities Having Jurisdiction ("GAHI) approved architectural and engincering {Mechanical,
Plumbing. Electrieal, Sirvetaral, Civil, Environmrenizi) plang and specifications prepara] by a lioonsed architeet
and origietT.,

lLassos shall have Rl comtrol over tie seloction o7 B Gemers! Comaraster forthe togiar tuprowenssi vork.

1.0 - Zoning & Permoitting
Puilding o= prosiscs must be zoned to perform serviess as a delysis clizic. Lossor to provide all Zoning
infarmation rodted o the base building.  Any now Zonieg ehangosariances pocessary for use of the prentises as o
diabvsis chinie sholt be the responsihility of the Lessee with the assistce of the Les<or to secure Foning
chaneevarianee, Permining of die infurior construction ofthe space will be by the Lesse.

3.0 - Common Arens

Lissee will have access and use of all cosunon areas te. Lobbics thnlleayve. Comidors. Restreoms, Stairwells
Uttty Rooms, Roof Access, Emerreney Accees Patate and Flovators Al conrron 2rens st be onde and ADA
complians (Life Safciv, ADA. cte.) per currem federal. sizie mn toez! ool FOFUAEMEnts.

4.0 -« Premolition
Lessor will be respensiblc for domolition of all nterior partitions, donrs and franwes, pleanhing, electrical,
mrochanical svstems {other than what it derignated for reans by Lessed ond fishics of the wosting building fram
slab to roof dock to creaee A SVanilla box” condition.  Space shall b broom chkan and reads for interior
ireprovermerts. specific to the buitdout of a dinlrete Tacitity, Bailding o be Troo and elear of ame eomponents,
ashestos or material dhat is in vieliton of any EPA sondards of acecmiance sod local hasardnus mazerinl

iurisdiction standards,

&4t - Fpundaiion snd Fleor




6B -5

Existing Fourditions and Stab on Grade i Lessee space musst be five of ermcks omd surtboment fssacs. Any ceacks
and serthmnom isToee evident at any e prior conmaentemnet of Rt ImpITVCTETY work sl e seliodt 1o
ingpection by o Licowsed Structural Engincer stafing ther sucl ks and / or scitlemwnt issucs are within Nimits of
the eiructural infenrity and perforwance omizigated for (i conorcte and refufbresment design for T term of the
lease.  Lesser to confitm that the siie dass ot eantarin equnsive sails and ta esnfirm the depdh of the watcer ta8ic
Exisume concrete slabs stall contain cornrot jonts and structur) reinforcement.

AH repairs will be doee by Lessor of his cost and be dope prisr 10 Lessee acceptantce of spove for vongirattion,
Ary tasnes with shab durmy Lessoz oomghroetion will be gl ap 1o Leser amention and oost asocized with
skab issne to repair will b2 paid by Lessor,

Any slgh repleoemaent will be of the sxms thidha=s of fhe adjacez steh {or a =himem of §7) with @ mirimam
e sirenph of 3,000 with wire or fiber rocsh. ontdfor by remfereomet over vigpoy barvicr and grambr
ffl. [l slab/ironches will be pimmed {o existing stab 2t 247 C.C. wids # dbars o zromier x 167 long. or as designed
per higher stamdards by Lesase™s structaral vovincer doponding, oo soils nad existiyg slob comdition

Existing Concrate flocs sholl nat have mass than 3-4hs of moisiurc pes HH08724 hours is omittent pes cosmploted
cafefem chlands tetiing eesuits, Means and ciothads w achiow-this bvel will be soie respeasiby of e Besor.

raedeeat *

Existg exdorior evatls, finccls, floor and roof framing shall toaiin as-is aod ke froc of defiots. Should sy defecss
be found repairs will be made by Lessor af hiv codt. Any ropairs will moet with curmont codés midd apgeovéd by 2
Stuemral Engieer and Leswe,

Lessar shall supply Losess (i svailable) etnueturaf enpinocric s dranvcings of space

7,0 ~ Existing Fxterior Wil

All extesior walls shall be in good shape and properdy naintaewg  Anv domaged drwall acd or Tasulation will be
repriaced by Lessor prior to Lesses t=king possestion,

It will be the Leseor's responsthility for 231 enst o bring evtesins vwalls up to corke hosior: Lesscc tabes pogseszion.

7.0 - Pemising walls

0-R

Newe or Exieting dmising walts shalt bo a | o Zhr firc ratod wall depeading om oea! codos, siate avd or regubitory
reqirarsents INFPA 121 - 2000) ehicheves is more wiringend 3 is docs pot racet shie, Lescor wil bring domibsing
wall up to mezt the ratings UL requiremerss. Walls to be fre covlied 0 2ocordanze with UL standards at fleor and
roof dock. Dermising walls will have sowsd attennation baris from foor to enderside of deck.

At Lessee's option and as agreod upan by Lessar, sy aow domising wall istonor davvall o lessee's space. shall net
be imstallod catil after Lessec™s improvemerss are complete m the wall,

oof Covering *

Ths roof Sl be properly sloped for dminage argd flashed fir proper water shed. The toof. roof drains amd
dovengpouis shalt de propedly maintained to guard apaingt yoof feaks and can properiy dmin. Lessor will provids
Leswes the informfion on the Reof amd Contractor holing wamanty,  Lesser to provide mintmum of R30 roof
inswlaticn at roaf dock. 1F the R30 value is not mecer, Lossor to increase R-Valoe by baving instailed additionc!
insmhaion to men GAHJ requirements to the undorside of the roof strectorsfdack

Any pow pereterrions made during buildeu: will be at thy Lescee’s cost. Lessor sholk grant Lessee that right io
cnacent af ramone existing Shviietns as deansd appropize by Lessae sod toir Consultanis.




9.0 - Coanopy *
Lessor shait allesv Lessee 1o dasign and consinuct 2 conopy structure for pationt drop ofF and if allowed local code.

10,0 ~ Waterproofing and Weathorproofing
Lesaor shall provide orumplete water tight buikling shall inclusive bui not limited to, Flashire ambfor sealamt arammd
windows, doors, pamprt walls, Mechanical / Plumbing / Eleeusicnl peactmtions, Lossor stell poperly seal the
building's exterior walls, foounzs, slabs as roguired in hizh maisture conditions sueh as {including but not limigd
to) finish floor srh-grade. rmisad plaicrs, and high water mble. Lessor shafl be responsible for replacing any
damaped itcms and repairing any deficioncies oxposed dnning £ aftzr constniciion of wnant improvement,

118 - Windows
Any stigle pont window systems must be replaced by Lessor with code conpliont Encegy: officicnt thormal pan
widows with thermathy broken alammem fromes.  Broken, missing and/or domoged oizss or fromes witl be
rophresd by Lessor.  (essor shall aMow Lossee, ab Leswe's diseretion, te tnt ithe existing windows {ecr
runnfactires reommendations) por Lessee’s {onant imprn croent desien,

12,8 - Thermnl Ensulation
Lessot ta raplaee aty missiag mullor damaped wall or eciling insulation with R-(3, 19 ar B39 insufatien,

13.0- Extertrr Dionrs

American Bissbilities Act (ADA). Locatl Codes and State Deperment of Health requitements for earuss. Ifvot beseos ot bas

cogs will noed 1g bring thom up 1o code, this will jpclede insialiine push paddies and/or ponic basdware or any other
Lardvare for cercss. Amy miszing wenther stripping, damans to doors o frames will be repaired or seplaged by

_L{smmr; '

Leesar will provide. if not alrcady present, a frant antrance and rzar door to space. Should ene net b preseni at
each of the loswsions Lossor, o have themn mrretad per the feltonday eriteria:

« Froot/ Pationt Entry Doors: Provide Storafrant with insuiated glass doors and Ahminur framning to bo 427
wicth inchidiny push paddle/panic har hardware. coutivions hinge and lock mechapism. Door fo be
piepped to pecot power assist apener and pach trtiton kevpad lack provided t Lessoe

e Service Doors: Provide 727 witde double door (Altamzus For approvat by Lasses’s Projest Mamger to
inchude 60" Roll up door. or 2 48™ widk sizgle door or daable door with 367 and 24” doors) with 20 gange
insuloted hollow motat {double doord. Flush belts, T sstragol, Heavy Doty Alumimum thresheld,
comtinusns hinge cach kaf. preppod for penic bar hardvare {as oquired by cods) prined with rust
inhibiting Faint and proppad to reccive a push buitan keypad lock provided by Lessee. Door 1o lnve a 107
square vition pancd oot out with insatticd phoes instalhed it requestad by Lesnse,

Any doors that are desiguated o be provided mwdificd or preparad by Lessor: Lessor shalt pzm‘iffam Lﬂss& prict
to door fabrication, submittals costaising specdication lnformation hardware ant shop drassings far vicw and
aterpiance by Lessow and {ossec’s architon,

14.0. Uitities o _ 7
All wiilities to be provided at designated ntility catrancs points ixto the builiing at locatons approvod by the Lesccu.
af 2 commes kcation fos pccesx,  Lessor is rosponsibic fr all lap/comecrion oot impac fees for s e whlies
reenired for a diatysis Gacility. Al Utilitics to be cocndinatad with Lesses's Architert.

15.0- Phombing * . - !
Lossar to provide a scaregatedid dodicared 7 water lins: if not alrcady present and rod tied-in to any oihor lessees
spaces, fire suppression systeme. o irfgation sysfems) with a shut off valve, 2 {two) 27 bicliflow preventors in




parallel (with drvin under BFP's), and 27 meter {1 172" meter under special circumnsiances which st he approved
by Lessee) 1o provide a continuos minimum 30 psi {mavinan of XUpsi). with 2 minimaan fow 1tz of 30 gallong
per minute to Lossee spaee, Lessor to nrovide Lessoe with the most rocamt waler Dow and pressure tosi results
{pallons per minute and psi) for appreaal.  Lessor shall perform water flaw and pressnre tosi prior 1o lease
cxecution. Lessor shall stub the dedicated water fine into the Lesses space to o location on Lessew ptans, Lessor to
provide and pay for all tap foes relatod 1o now sanitany sewer and water services in gecordance with local building
and regulatory agencies, Lossor may elect to dedicate the existing 2 line and 27 meter (1-1/27 mcter if approved
by Lessee}, if existing, to Lesser for Lossee’s evchusive amd dedicated use,  Lessor «bzf) then be responsible o
mstall a new water line and watzr metei(s) for nse by adiacent tennntis) as needed to meet adjacent tenant water
requirements and waler desiands.  Lessor shall be responsible for afi foos and costs nssociated with the line, tap,
mcter and impact fees reluted to this work

All existing hose bibx will be in proncy working condition prior 1o Lessess: posscession of space.

Existing Sanitary zewer fine will need to he a four-inch (47') mininum fine to Lessee space and have an invert level

of 427 minimarz ar & sanilary Heed sy thar will adeguoly suppon the dminnge roquitomts feoving the space, Lift

| sationfenwage glectors with not be permitted,  The sanitary sewer Ime fieding the domised space will neod to be

video scoped for integrity with a copre available for Lessee 2nd his aschiteet W revisw, Sewer line to woeshs 2
waor rod with high presssre deangig to insure flow integrity from facility inlot to city main,

| I e Seesiary tine is not a 427 ling, Lessor will have instafled a4 oow Hisz to A location rier Lessee plans (o support
the drainmge requirements (with a minimum invert fevel of 427 and to mcet loonl code, Al cost associnted with Bow,
mp and impact feos wilt be Bessor responsibiiin

Sanitary sampling manhale if reguired By lacal municipatity og aow fine.

16.0 - Fire Suppression aud Abrm Syriomn
Fxisting Fire Sprinkler Systoms e fire atarm control paned sholl be maintained by Lossor.  Lossor to provide
pertinent infarmation on svtents for Lessee Eagineers for design. Lessar to provide currcat vendor for system ond
mamterng eompmny.

If a Spriskter Syctam is not prosent and s regirired Iy Lesee nsage based an NFUA 101, 2000, Lesser o provide
cast. to e included in lense rate. for the dedipn and inczallation of o complets by sprinkler systar (fexs drops
omd ez dessee spacc) thet meste 2l oen? beiking and i safty codox o7 the ontite Yt Phis siwtem ol
be on a dedented sater fine ndependon of Lossat's wates B regeiremenis. inchiding municpsl sppvovest shop
dearecimgs. service drops and sprinkler beads at hoiphes per Lesee's reficethe ceiting phan flaw contel switetes
wind and fosted, akanms includme wiring and an clcticallgfclphonfeally eantralicd fire atzrm cortrol pasct
cunreciod 10 & moniforing systems for emerpency dispatch,

Existing Fire Afarm svstert shalf be maimained st in gond worling order by Lessor prist 1o chsce aeceptance of
space  Lessor to pronide pertmet Ffarmstion on syviems for Lessre's dosizm. hossor to provids cunent vewdar
for system anct monioring compans TF FA Pancd is onalde 1o accommodaie Lesser roqrirmcnts Lasaor 1o upgrade
nanet at Lessor’s cost.

Fire Suppression wd Alartr sywters equipmen: shalt be equippod for doabh: detertion sctnation per GARL

17.0 - Electvical; o ,
Scrvice size to be deermined by Lessed's engireet dependiat on faaility s> and s avnikbitey (RNmp o
80ukmp senvice) Y20/208 volt, 3 nlwse, & wire, Exigting scrviee 1o be @ combined sinalz sorvice for Lesece space.
Losee will rot accopt mubtiple services Lo cbtain the nocessary amgporupe.  Should this wot be available Lessor o
upaade to meet the foffowing eritena:




Provide now senvice (proforably waderground) with a deficared mefer via a2 nmow CT cabingt, Scrvice size to be
determined by Lessee's enginaer dependsm on facibiy dre a3d pos nemihbility (400omp 107 3Nkmp sonvice)
1207208 voli, 3 phasc. 4 wir 10 a load eenter in the Les<er™s utilav room {location to be per Coade and 1o 2 location
per Lassoe plans) for Lesse™s exclusive use iR povuriug cquipment. applimees, liplting heating, ceoling and
miscetlancous use,  Fronsformir coordimatizn with atility comparrs, tmnsfenner pad, and enderzround conduit
sized for service, eirenit terrnination cabinet. groundios rodt, main pansl with breaker, conduit ang wire inchisiee of
cxcavation, trenching aed restorstion.  Lessec’'s Engineer shall bave the final agproval an the electrical service sixe
and Tocation. IF480V power is supplicd, Lassor to provide step dovw transfommer to Lessee rquirements above,

I combined sorvier metor connot be provided then Lessor shall provide wriien venfication fiom Power Linky
supplice stating wubtiph ncters are allowead fos wse by e faedity for ibe duration of the fease term

Lessor will atiow Lessee fo rve mstadled. @ Lestor oost, Trensfor Switch for jemporany generator fook-up, or
poomancl geacrator,

8.0 - Gas Service
Existine Nateral Ras senace ot 9 spinimn w0 have 2 67 water columin pressure and be able to supoly 00,0
BT1's. Nasural gas liee sholl be individually waored and sized per demond.

19.0 - Mechamicad fHeatimg Ventitation Arr Conditioning *
Lessor 1o provide a detailed report frow 3 HVAC company on all exisling HVAC units i.c. age, CFiM's, cooling
capacity, service records ot for review by Lessee, HVAC Uniits, conponents and equitment that Lessec intends to
retrsz shal be left in phice 25 is” by Lessor. Lessor shall atlow Fessov, ar Lessee’s disercrion fo remove, relocate,
replace or modify existing unit{s) ns needed e mest HYAC ouds reuuirements and design bvout reqeirements,

IT determincd by Lessee that the units need 10 be sopfaced and or additionn) upits are nocdeg, Lessor will be
respomsible for the cost of the mptacomemsddiionat HVAL amits, bessee wilt complete the alt werk wish the
replacomentadditional HIVAC Units. Uaus replaced or added witf mect the design requirements as siatod below,

The criteria is as foffows:; Equipmment 1o be Carrier or Trane. Kguipment witl be new and eoms with o fult warminty
on pants {miniminn of Svis) including lnabor. Supple my shodt be prosided to the Promizes sufficiont for coolmg o
the rate of 325 square feet per tan to ment Lessod's dovands for dialvais faciligs, Ductworl, shall be oxtended 57
into the space for supphy and returm air. System to be 2 ducted return air dusign. All ductwork to extemally lincd
aovept for the drops from the wmts, Work to mehsdis, bt not lmmitad te, the prrchase of the nnits, metatation, wood
framing, mechanical curbs, Hlashings, gas & vheetrical hoabi-up, tormostals and start-up. Asticipate mmimmar up
to five ¢5) zongs with programmabfe themnostat.  Lessee’s capimr shall have the final approval on the sizes.
tannages. zoning. location and number of Y AC units based on design criteria and teest and statc codes.
20.6 - Telephone

If in a multi tenant building 1escor 1o provide a 1™ condait from Building Demark location to phone room kacation
in Legese space.

21.0 - Cable ur Satellite TV _
Lessor to have Cable TV extond to Lessei space i available. Lessor will also allow for a sasclhite dish on the roof
regardless if cable is present or pot at Lessce's costs.  Lessor will nood to grant right of access to cable company
for new service.

22,0 - Handicap Accessibility * 7
Full compliance with ADA and alt Jaca! fursdictions” handicap noquirem nts. Lessor shatt compty with alt ADA

regulatons affecting the Building ant catrance 1o Lessee spees incheding, but vl imited 1, the clovator, exterior
and interior door, concrett curb cuts, munps and walk approaches to £ Treme the parking lot, parking let striping for




four (4) dedieated handieap stalls for o omt up 1o 20 station dinic and six €6) HO smils for units over IO siations
inchisive of prement markmgy arst walt signs o Grram locat fromeenms for Bandicrp parking stally, detnery
areng and walkwas,

Eessor shall provide pavement rowding: curh vamg and accossthie patir of tre? For g dedicated dativory ao0css in
the rent of the butlding. The delivers access shalk bk the poth frem the drveway poving 10 the designated ewses
delivery door 2xx also link to ta accossible poth of traved,

139 - Generator
Lessor 1o Ao 1 woncrator bobe instatiedt orare of repeed by cads or ossee clioons 4o prowide o2

24.0— Existing Site Lighting
Lessor to provide sdoquinte Yioing per cods and to urmencke o8 parking, padbways, for now and cxisting bailding
actess points. Pasking lot lipghting w b on u timer (awd bo programrasd per Lesses. business honrs of operation) o
ghetoeell.  Parking lot lighting sharll be comweted o and poncred by Lessor house panel and oquipped. M new
lighting is provided it wili necd to be code compliant with an 90 minms bartery bk up af 21t access poims.

25.0 - Exteriar Building Lishting. ‘
Lessor to provid aderuate lighting per cods and to Hhuninms the bailding main and service: enanee/esti with
rettot sidenalks. Bightie shall e commoctent 1o ared prrvercd by boseer homse panct and squipped with T eode
cosapliang 90 minute ballery back up a1 sl ascess poists,

.0 Parking Lot
Provide 2doquate amount of ADA curb cuts, bandisn and stamdosd poskhing stails in accondomes with dintysis nex
and overall building uses Stalls ta rockive vuiping. lot tn reccive tffic dictional arrows auxd eonercls. porkiug
bumpors, Bumypers to be anchared v place oito the asphalt prer stalf Tayout.

27.0 - Refuse Foctosure *
If an arca is oot desionatsd. feosor to pravids Refise arca for Lessee duragniers. Lessor to provide o minfrem 67
thick renfarecd eomorte pad appras 100 to 150SF based and sm &7 x 12 apeont way b decommedste dumpster and
vehicle weizlt, Enclesure to be prosided a¢ sogrrired by local oxdes

25.0 - Signage . ‘ B _
Lessor to athow for an tumsmrted Sicade moertod sign and Aghte o add SigrTpr [ ovisting Pyler/monament sigT.
Firatl sizn lavout 10 be appsmved by Lossee and the City,
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Section IX, Financial Feasibility
Criterion 1120.130 — Financial Viability Waiver

All project capital expenses, including the lease with 2636 South Sixth Street LLC, shall be funded
through internal resources. A copy of DaVita’s 2009 10-K Statement evidencing sufficient internal
resources to fund the project is attached at Attachment — 39A.

Attachment — 40
114354 5
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Section X, Economic Feasibility Review Criteria
Criterion 1120.140(a), Reasonableness of Financing Arrangements

Attached at Attachment 42-A is a letter from Kent J. Thiry, Chief Executive Officer of DaVita, Inc. and
Total Renal Care, Inc., attesting that the total estimated project costs and related costs will be funded in
total with cash and cash equivalents.

Attachment — 42A
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% Casa Nueva
D 15351 Wewatta Street
a l a Denver, CO 80202-6173
Tel: 303-405-2100

www.davita.com

December 17, 2010

Dale Galassie

Chair

Nlinois Health Facilities and Services Review Board
525 West Jefferson Street, 2nd Floor

Springfield, Illinois 62761

Re: Reasonableness of Financing Arrangements

Dear Chairman Galassie:

I hereby certify under penalty of perjury as provided in § 1-109 of the Ilinois Code of
Civil Procedure, 735 ILCS 5/1-109 and pursuant to 77 Ill. Admin. Code § 1120.140(a) that the
. total estimated project costs and related costs will be funded in total with cash and cash
equivalents, including investment securities, unrestricted funds, received pledge receipts and
funded depreciation.

Sincerely,

’ s

Kent J. Thiry

Chief Executive Officer
DaVita, Inc.

Total Renal Care, Inc.

Subscribed and sworn to me
This | Ttay of Dece mberz.. 2010

Sl ANt

Notary Pu@: v O

*OFFICIAL SEAL"

¥ Tara L Motle 3
i Notary Pubtic, State of lilinois
My c«:nmgigl_gn Exgﬁu 8/11/2013 |

Attachment - 42A
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Section X, Economic Feasibility Review Criteria
Criterion 1120.140(b), Conditions of Debt Financing

This project will be funded in total with cash and cash equivalents. Accordingly, this criterion is not
applicable.

Attachment — 42B
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Section X, Economic Feasibility Review Criteria
Criterion 1120.310(c), Reasonableness of Project and Related Costs

1. The Cost and Gross Square Feet by Department is provided in the table below.

Table 1120.310{c}
COST AND GROSS SQUARE FEET BY DEPARTMENT OR SERVICE

A B C D E F G H
Department Total Cost
(list below) Cost/Square Foot Gross Sq. FL. Gross Sq. Ft. Const, $ Mod. § (G+H)
New Mod. New Circ.” Mod. Circ.” {(AxC) (B xE)
ESRD $124.75 6,100 $761,000 | $761,000
Contingency $12.46 6,100 $76,100 | $76,100
TOTALS $137.21 6,100 $837,100 | $837,100

* Include the percentage (%) of space for circutation

2. As shown in Table 1120.310(c) below, the project costs are below the State Standard.

.Table 1120.310(c). . ..
‘Proposed = :
‘ Project - | - o0 ST State Standard
Modernization Costs $761,000 | $145 per gross square foot x Below State
6,100 gross square feet = Standard
$884,500
Contingencies $76,100 | 10 - 15% of Modernization Below State
Costs = Standard
10— 15% x $761,000 =
$76,100 - $114,150
Architectural/Engineering Fees $61,000 | 7.18 - 10.78% x Meets State
(Modernization Costs + Standard
Contingencies) =
7.18 - 10.78% x ($761,000 +
$76,100) =
7.18-10.78% x 837,100 =
$60,104 - $90,239
Consulting and Cther Fees $48,000 | No State Standard No State Standard
Moveable Equipment $471,161 | $39,945 per station Below State
$39945x12 = Standard
$479,340

114354.5
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Section X, Economic Feasibility Review Criteria

Criterion 1120.310{d), Projected Operating Costs
Operating Expenses: $1,789,999

Treatments: 6,965

Operating Expense per Treatment: $257

Attachment — 42D
144354.5
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Section X, Economic Feasibility Review Criteria

Criterion 1120.310{e), Total Effect of Project on Capital Costs

Capital Costs: $117,228
Treatments: 6,965

Capital Costs per Treatment:  $16.83

114354.5
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Sectjon X, Safety Net Impact Statement

1. This criterion is required for all substantive and discontinuation projects. The Applicants are a safety
net provider of dialysis services to residents of the State of lllinois and submit the following
information regarding the amount of charity and Medicaid care provided over the most recent three

years.
Safety Net Information per PA 96-0031
CHARITY CARE
Charity (# of patients) 2007 2008 2009
Inpatient
Cutpatient 8 10 19
Total 8 10 19
Charity (cost {n dollars)
Inpatient
Qutpatient $244,745 $321,510 $597.263
Total $244,745 $321,510 $597,263
MEDICAID
Medicaid (# of patiants) 2007 2008 2009
Inpatient
Cutpatient 204 214 220
Totat 204 214 220
Medicaid {revenue)
Inpatient
Qutpatient $8.928,985 $9,073,985 $9,212,781
Total $8,929,985 $9,073,985 $9,212,781

2. The proposed project will not impact the ability of other health care providers or health care systems
to cross-subsidize safety net services. As set forth throughout this application, the existing facilities
located within 30 minutes normal trave! time of the proposed facility are quickly approaching the
HFSRB 80% standard utilization rate and are projected to be operating at 100% capacity prior to the
projected completion date of the proposed facility. The proposed facility is necessary to allow the
existing facilities to operate at their optimum capacity while at the same time accommodating the
growing demand for dialysis services. Accordingly, the proposed dialysis facility will not impact other
providers’ ability to cross-subsidize safety net services. '

3. The proposed project is for the establishment of a 12-station dialysis facility. There will be no
discontinuation of any services. Accordingly, this criterion is not applicable.

Attachment — 43
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Section Xll, Charity Care Information

The table below provides charity care information for all dialysis facilities located in the State of lllinois
that are owned or operated by the Applicants.

CHARITY CARE
2007 2008 2009
Net Patient Revenue $163,965,043 $157,223,604 $166,573,387 :
Amount of Charity Care {charges) $250,518 $297,508 $575,803
Cost of Charity Care $244 745 $321,510 $597,263

Attachment - 44
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