CARMODY &=

TORRANCE | SANDAK | HENNESSEY.» Patver

Fax: 203-575-2600
kconnors@carmodylaw, com

50 Leavenworth Strect
PO Box 1110
Waterbury, CT 06721-1110

August 18, 2014
VIA HAND DELIVERY

Office of the Attorney General

55 Elm Street, P.O. Box 120

Hartford, CT 06141-0120

Attn: Perry Zinn Rowthorn, Deputy Attorney General

Office of Health Care Access, Dept. of Public Health
410 Capitol Avenue

Hartford, CT 06134

Attn: Lisa Davis, Deputy Commissioner

Re:  Proposal for Joint Venture between Greater Waterbury Health Network,
Inc., and Vanguard Health Systems, Inc. - OHCA Docket No. 13-31838-CON

and Attorney General Docket No. 13-486-01

Dear Mr. Rowthorn and Ms. Davis:

Greater Waterbury Health Network, Inc. and Vanguard Healthcare Services, Inc., a
wholly owned subsidiary of Tenet Healthcare Corporation, hereby submit responses to
the questions posed by the Office of Health Care Access regarding the Submission of
Supplement Information dated June 27, 2014.

At your request, one copy has been hand delivered to Mr. Rowthorn’s office and seven
copies have been hand delivered to Ms. Davis’ office. In addition, each office has
received an electronic version. Those who are copied on the letter will receive the
responses to the questions by electronic mail and disk.

If you have any questions or need anything further, please contact me at (203) 578-4202.
Thank you for your assistance in this matter.
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Very truly yours,

CARMODY TORRANCE SANDAK & HENNESSEY LLP

By\-ﬁf

Kri@onno‘r?"———————ﬂ*
Enclosures
c: Gary Hawes, Esq. (via electronic mail and disk)

Office of the Attorney General

Steven Lazarus (via electronic mail and disk)
Office of Health Care Access

Darlene Stromstad (via electronic mail and disk)
Greater Waterbury Health Network, Inc.

Jeffrey Peterson, Esq. (via electronic mail and disk)
Tenet Healthcare Corporation

Collin Baron, Esq. (via electronic mail and disk)
Pullman & Comley LLC

Randall Mathieson, Esq. (via electronic mail and disk)
Pullman & Comley LLC

Attorney Ann Zucker (via electronic mail and disk)
Carmody Torrance Sandak & Hennessey, LLP
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Waterbury Health Systems & Vanguard Health Network
Docket Number 13-31838

1. Please address the following regarding staffing at the Hospital by completing “Staffing
Attachment | & II.”

a. Provide the levels of staffing for fiscal year (“FY”) 2013 broken out as follows:
i Average patient to nursing staff' ratios per shift (a.m., p.m. and overnight) for
each department and/or unit of the Hospital;
ii. The same information as provided in subsection 1(a)(i) above showing the RN to
patient ratio only; and
iii. The average nursing hours per patient day (NHpPD) for each department and/or
unit of the Hospital (all nursing staff should be included in the calculation of
nursing hours).
See Attached Exhibit 1.2
b. Provide the projected levels of staffing by department and/or unit for the Hospital for
the first three (3) full FYs following approval of the joint venture broken out as follows:
i Average patient to nursing staff ratios per shirt (a.m., p.m. and overnight) for
each department and/or unit of the Hospital; and
ii. The same information as provided in subsection 1(b)(i) above showing the
projected RN to patient ratio only.
See Attached Exhibit 2.
2. Provide a detailed explanation by department and/or unit as completed by the Applicant in

Staffing Attachment |, to reconcile any differences between FY 2013 nursing staff levels and
those projected for the first three (3) FYs following approval of the joint venture.

No anticipated changes planned.

3. For FY 2013, describe any other Hospital-employed or Hospital-contracted staff besides nursing
staff (e.g., hospitalists, mid-level providers, therapists, etc.) that were engaged to provide direct
patient care at the Hospital (collectively, “Ancillary Caregivers”) broken out as follows:

a.

The type of Ancillary Caregivers and the department and/or unit to which such staff was
assigned; and

The average number of hours per week that such Ancillary Caregivers provided patient
care for the department and/or unit.

For the first three (3) full FYs following approval of the joint venture, the average
number of hours per week that such Ancillary Caregivers are projected to provide

! Nursing staff consists of registered nurses (RNs), licensed practical nurses (LPNs) and nurses’ aides (NAs)
providing direct patient care.
2 Staffing ratios are subject to unit configuration and size, technology, acuity and the experience level of the staff.
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patient care for each department and/or unit of the Hospital described in
subsection 3(a).

See Attached Exhibit 3.

4, Provide a detailed explanation by department and/or unit to reconcile any differences between
the average number of hours per week that the Ancillary Caregivers described in Question 3
above provided patient care in FY 2013 with those projected for the first three (3) full FYs
following approval of the joint venture.

No differences have been projected.

5. Provide evidence that the proposed staffing for nursing staff and Ancillary Caregivers for the
first three (3) full FYs following approval of the joint venture meet all Connecticut Department of
Public Health (“DPH”) staffing requirements and assure continued access to high quality and
affordable health care. Be sure to cite the appropriate DPH regulations and/or other industry
benchmarks as applicable.

As provided above, no staffing changes are projected. Since the current staffing levels meet
all applicable requirements, no additional evidence is needed.

6. In follow-up to Applicants’ response to Question 11 in Applicants’ June 27, 2014 submission,
please provide the following:
a. A detailed explanation of the proposed relationship that VHS Waterbury Health System,
LLC would have to the Regional Provider Organization (“RPO”) described in the response
to Question 11 and the impact the RPO would have on VIIS Waterbury Health System,
LLC’s operations.

As previously discussed in the response to Question 11 in the Applicants' June 27,
2014, submission, a subsidiary of the RPO would be the majority owner of VHS
Waterbury Health System, LLC. The organization chart that was included in the June
27 submission has been revised to more accurately depict this arrangement. The
earlier chart had shown VHS Waterbury Management, LLC, as an 80-20 Tenet-YNHH
entity. The revised chart, set forth as Exhibit 19, accurately shows VHS Waterbury
Management, LLC, as a wholly owned subsidiary of VHS of Connecticut, LLC, and the
manager under the terms of the Management Agreement with VHS Waterbury Health
System, LLC. The RPO subsidiary is identified in Exhibit 19 as "WH RPO, LLC" and it,
rather than VHS Waterbury Management, LLC, is the ownership entity. As was also
explained in the response to Question 11, the day-to-day operations of the RPO
subsidiaries will be managed by an affiliate of Tenet. Accordingly, the RPO has no
management responsibilities or authority and will have no impact on the operations
of VHS Waterbury Health System, LLC.

b. A detailed explanation of the proposed relationship that VHS Waterbury Health System,
LLC would have to the Regional Risk Organization (“RRO”) described in the response to
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Question 11 and the impact the RRO would have on VHS Waterbury Health System,
LLC’s operations.

It is anticipated that VHS Waterbury Health System, LLC will participate in the Regional
Risk Organization ("RRO") described in response to Question #11 of Applicants' June
27, 2014, submission and, as a result, will benefit from the clinical integration required
by the RRO.

C. A detailed explanation of the proposed relationship that VHS Waterbury Health System,
LLC would have to the Regional Physician Network Organization (“RPNQ”) described in
the response to Question 11 and the impact the RPNO would have on VHS Waterbury
Health System, LLC’s operations.

It is anticipated that physicians employed by VHS Waterbury Health System, LLC and
its affiliated medical foundation will participate in the Regional Physician Network
Organization ("RPNO") described in response to Question #11 of Applicants' June 27,
2014, submission and that VHS Waterbury Health System, LLC will benefit from clinical
integration initiatives made by the RPNO.

7. Please provide copies of all CMS statements of deficiencies and plans of correction (CMS
Form 2567) for hospitals owned by Tenet Healthcare Corporation for the three (3) most recently
completed federal fiscal years. Provide these documents in an electronic format only. PDF file
on a CD to accompany the responses. No paper copies required.

It would be extremely cumbersome and time-consuming to obtain these documents as they
are kept in hard-copy form at each individual hospital, and there are no aggregate
compilations at the corporate level. Furthermore, these documents are not reflective of a
hospital’s quality of care. Given the vast number of health care regulations and the
complexity of hospital operations, it is not unusual for hospitals to receive statements of
deficiencies following survey. Importantly, in large part, statements of deficiencies assist a
hospital in maintaining patient safety by identifying issues that over time could result in
patient safety issues; they generally are not, however, an indication of unsafe care or
ineffective hospital operations.

Tenet owns and operates 80 hospitals across the United States. All are currently accredited by
The Joint Commission ("TJC") and are subject to unannounced CMS surveys. (One of Tenet's
hospitals is a critical access hospital licensed and surveyed by the state. Another hospital is
currently accredited by HFAP in good standing, and is scheduled for its initial TJC survey prior
to the end of 2014.) Any Tenet hospital receiving a statement of deficiencies following a CMS
survey has submitted, within the ten (10) day deadline, a plan of correction. The plans of
correction submitted have been approved by CMS and those hospitals have been found in
compliance at the time of re-survey. Moreover, none of Tenet's hospitals has been decertified
by CMS.

Tenet's record of health and safety is credited to their robust quality program (the "Tenet
Quality Program") instituted at all of their hospitals and facilities. Tenet's comprehensive
quality program focuses on four key areas: (i) patient safety; (ii) service; (iii) clinical quality,
variation and cost of care; and (iv) transparency. Tenet's patient safety program includes
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strategies to reduce serious safety events and hospital-acquired conditions and infections, all
with a goal of zero patients harmed. Tenet's service program is aimed at achieving meaningful
results in patient care experience by targeting performance in patient satisfaction, employee
engagement and physician satisfaction. Clinical quality, variation and cost of care involve
pursuing continual improvement in clinical outcomes while lowering costs through the
reduction of unnecessary clinical variation. Key clinical indicators are tracked through a
balanced scorecard with performance tied to the management incentive plan. Transparency is
achieved by Tenet's full participation in Federal and state quality reporting programs, as well
as numerous other publicly transparent evaluators of performance. Overall, principles of high
reliability and transparency are the foundation of the Tenet Quality Program.

In addition to the strong Tenet Quality Program, there are many other objective third party
indicators that demonstrate Tenet's commitment to quality and safety. Tenet has achieved
the following quality indicators:

1. LeapFrog Safety Scores — hospitals performing well above national average

2 26 facilities recognized as TJC top performers on key quality measures

3. TJC Disease-Specific Certification —81 Disease-Specific Certification designations

4 5 Magnet Hospitals — hospitals identified by the American Nurses Credentialing Center

as having exceptional nursing standards as well as a good work environment for nurses

5. 1 Pathway to Excellence Hospital - identified by The American Nurses Credentialing
Center as a positive work environment for nurses

6. 10 Breast Cancer Centers achieving accreditation by the American College of Surgeons

7. 5 Trauma Centers verified by the American College of Surgeons with resources to
provide optimal trauma care

8. 3 hospitals nationally recognized by U.S. News and World Report and 12 hospitals
recognized as high performers

9. American Heart Association Get With The Guidelines Awards
a. Stroke Recognition (30 Hospitals on Target Stroke Honor Roll-highest

recognition, 32 Gold Plus, 4 Gold, 5 Silver Plus)

b. Heart Failure Award Recognition (35 Gold Plus, 3 Gold, 8 Silver Plus = 46
hospitals out of 51 participants)

Tenet has a strong commitment to ensuring patient safety and health care quality. The Tenet
Quality Program is critical to the operation of each of its hospitals and facilities and will be
fully instituted in the hospitals Tenet is seeking to acquire in Connecticut.

8. Provide a copy of any of the following policies and procedures that will be in place at the
Hospital if the proposed joint venture is approved:
a. Hospital Collection Policies (including charity care and bad debt).

See Attached Exhibit 4.

b. The annual or periodic review and/or revision to the Hospital’s pricing structure (the
Hospital’s chargemaster or pricemaster).
{W2423768} 4
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None
c. The annual or periodic market rate assessment for the Hospital.
None
9. The Hospital has provided OHCA with its annual FY 2014 pricemaster, which was most recently
updated for the month of June, 2014. With respect to this submission, please answer the
following:
a. Will the Hospital’s pricemaster change as a result of the joint venture?

No.

b. If so, please identify any anticipated increases or decreases to the Hospital’s pricemaster
as a result of the joint venture.

Not Applicable.

C. Please quantify the overall percentage increase or decrease in the Hospital's
pricemaster that is anticipated in subsection 9(ii) above and explain the rationale for
such change.

Not Applicable.

10. With respect to Revised Financial Attachments provided in Exhibit 20 of Applicant’s June 27,
2014 submission, please revise Financial Attachments 1A, 1B and 1C to include the following:
a. Financial Attachment 1A — actual results for FY 2013 and three years of projections of
revenue, expense, ratios and volume statistics without the CON proposal that will
include FY 2017;

See Attached Exhibit 5.

b. Financial Attachment 1B — three years of projections of revenue, expense, ratios and
volume statistics with the CON and incremental to the proposal that will include FY
2017; and

See Attached Exhibit 6.

C. Financial Attachment 1C — three years of projections of revenue, expense, ratios and
volume statistics without, incremental to, and with the CON the proposal that will
include FY 2017.

See Attached Exhibit 7.

11. Please provide for both the Hospital only and for GWHN monthly operating statistics in the
same format as provided in Exhibit 9 of the June 27, 2014 submission (FY 2014 current month
and year-to-date, and comparable period for FY 2013 as well as accompanying financial ratios
and labor statistics) starting from May 2014 and continuing on a monthly basis for each month,
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until a public hearing in this matter is held. The following should be addressed in the financial
measurements or indicators to be provided:

Monthly Financial Measurement/Indicators
A. Operating Performance
Operating Margin
Non-Operating Margin
Total Margin
Bad Debt as % Gross Revenue
B. Liquidity
Current Ratio
Days Cash on Hand
Days in Net Accounts Receivables
Average Payment Period
C. Leverage and Capital Structure
Long-term Debt to Equity
Long-term Debt to Capitalization
Unrestricted Cash to Debt
Times Interest Earned Ratio
Debt Service Coverage Ratio
Equity Financing Ratio
D. Additional Statistics
Income from Operations
Revenue Over/(Under) Expense
Patient Cash Collected
Cash and Cash Equivalents
Net working Capital
Unrestricted Assets
Credit Ratings (S&P, FITCH and Moody’s)

See Attached Exhibit 8 for Hospital only. See Attached Exhibit 9 for GWHN.
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Exhibit 1: Current Staffing Levels
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Exhibit 2: Projected Staffing Levels FY 2015-2017
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Exhibit 3: FY 2013 Ancillary Care Providers Hours
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Exhibit 4: Charity Care Policy
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WATERBURY HOSPITAL
ADMINISTRATIVE POLICY & PROCEDURE MANUAL

POLICY: CHARITY CARE

CATEGORY: MANAGEMENT OF INFORMATION PAGE (s): 3

OWNER: DIRECTOR, PATIENT ACCOUNTS & FINANCIAL SERVICES ORIGINATED: 12/5/97
(F'rom PAT'S manual)

LAST REVIEWED: 11/11 LAST REVISED: 8/13 RETTRED:

SCOPE: Determination of when charity care is appropriate.

PURPOSE: To make provisions for situations in which charity care is appropriate based on aggregate balance and Encounter
review.

POLICY: Itis the policy of Waterbury Hospital to appropriately offer charity care in situations where the responsible party for
the balance due does not have the financial resources necessary to satisfy their obligation within a reasonable period of time.

1. All patients who request consideration for charity care will be required to apply for public assistance in addition to
completing a charity care application unless identified as ineligible by a qualified case worker.

2. Inorder to be consideted for charity care, full financial disclosure is required including;
a. All sources of income available at the time of application;
b. Assets excluding;
i. Primary Residence;
ii. Vehicles required for commuting to or facilitating employment;
iii. Retirement Accounts.

3. Responsible parties with assets of $7,500 or less (§15,000 for a couple) will receive the following discounts based on
their annual household income and the published federal poverty guidelines in effect at the date of application:

Income as a % of FPL Discount
<200% 100%
<=225% 60%
<=275% 40%
<=300% 20%
<=400% 10%

4. Charity care discounts are to be applied after the 50% uninsured discount from charges.

5. Documentation required to validate declarations made on the charity care application shall include:
a. A credit report;
b. Most recent 1040 tax return;
c. Copies of all bank statcments to include but not limited to:
i. Checking accounts;

ii. Savings accounts;

ili. Investment accounts;

iv. Certificates of deposit
d. Proof of income for the immediate 12 months preceding the application date.
e. Public assistance determination.

If this is a paper copy, it is uncontrolled, and you must verify the anline revision level before using.
Contains Proprietary Information and is for the use of Waterbury Hospital only. 1
CHARITY CARE
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PROCEDURE:

2.

The availability of charity carc will be disclosed on all dunning notices issued prior to had deht assignment.
Patients who indicale they are unable (o pay for services rendered will be offered chatity care;
Financial Counselors shall evaluate each applicant’s eligibility.

Accounts determined to ba eligible for charity care discounts shall require the following authorization hased on amount
to be adjusted:

a. PATS Manager < §5,000

b. PAFS Director $5,000 or more

¢. Chief Financial Officer  $10,000 or more

Patients shall be issued a determination letter within 30 days of receipt of a completed charity care application.
‘Patjeits ivho:do not:apply for.or do nét qualify for:chiafity care will be'expected topay the Balange;due. For ininsued

paliehisy tlmr—wdl be-aqulvalent t0.50% %%.0f char; ges,-.lusm:cd patients will berexpected to-pay any. deductible or co-
payiment diié Ih addition to 50%: ofnorr‘covered chafzés.

.- “Patient who do’ 110t enter. mtcz apaymem p]an orpay sansfy the balance-due wlll b&placed with a collection agency-for

further collection efforts. The collection agency may report the balance due to-credit’ reparting bureaus and/or initiate
legal action to resolve the debt,

It this is a paper copy, it is uncontrolfed, and you must verify the anline revision level before using.
Contains Propristary Information and is for the use of Waterhury Hospital only. 2
CHARITY CARE
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WATERBURY HOSPITAL
ADMINISTRATIVE POLICY & PROCEDURE MANUAL

- T
Approved: "’z "'}*—\Dé > / 3 / (3

Mark Sammartano Date '
Director, PAFS

Approved: @% e 1/ [ Z [ 2ol Yy

Date * !
CFO/VP Finance

If this is a paper copy, it is uncontrolled, and you must verify the online revision leve! before using.
Contains Proprietary Information and is for the use of Waterbury Hospital only.
CHARITY CARE
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Exhibit 5: Financial Attachment 1A
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Greater Waterbury Health Network, Inc. (Not-For Profit)

Please provide one year of actual results and three years of Total Hospital Health System projections of revenue, expense, ratios and volume statis!
without the CON proposal, in the following reporting format:

Total Hospital Health System:

Description

NET PATIENT REVENUE
Non-Government

Medicare

Medicaid and Other Medical Assistance
Other Government

Total Net Patient Patient Revenue

Other Operating Revenue
Revenue from Operations

OPERATING EXPENSES
Salaries and Fringe Benefits
Professional / Contracted Services
Supplies and Drugs

Bad Debts

Other Operating Expense
Subtotal
Depreciation/Amortization
Interest Expense

Lease Expense

Total Operating Expense

Gain/(Loss) from Operations

Plus: Non-Operating Revenue
Revenue Over/(Under) Expense

Profit Margins:
Operating
Non-Operating
Total Margin

Debt Principal Payments

Capital Structure Ratios:
Capital Expense

Times Interest Earned
Debt Service Coverage

FTEs
IP Cases
OP Cases

FY 12 FY 13 FY 14 FY 15 FY 16 FY 17

Actual Projected Projected Projected Projected Projected
Results W/out CON W/out CON W/out CON W/out CON W/out CON
$121,753,453  $121,554,093 $118,893,224 $118,731,223 $121,402,653 $124,133,934
$112,518,145  $95,591,467 $93,498,930 $93,371,531 $95,472,373 $97,620,283
$39,212,500  $42,251,697 $41,326,790 $41,270,479 $42,199,057 $43,148,439
$0 $0 $0 $0 $0 $0
$273,484,098 $259,397,257 $253,718,944  $253,373,233 $259,074,084 $264,902,656
$13,227,694  $12,423,300 $9,524,851 $8,610,100 $8,696,201 $8,783,163
$286,711,792  $271,820,557 $263,243,796  $261,983,333 $267,770,285 $273,685,819

$164,634,663

$152,117,220

$148,922,679

$151,380,423

$153,881,212

$156,425,869

$45,267,639  $46,350,974 $45,680,625  $46,594,237  $47,526,122  $48,476,644
$35,319,374  $37,493,786 $38,298,882  $39,582,421  $40,905,810  $42,270,258
$10,966,628  $11,368,671 $8,338,684  $8,512,228  $8,689,441  $8,870,403
$16,836,637  $14,896,914 $15,901,066  $16,219,087  $16,543,469  $16,874,338
$273,024,941  $262,227,565 $257,141,935 $262,288,395 $267,546,054 $272,917,513
$9,421,601  $8,996,581 $9,086,547  $9,177,412  $9,269,186  $9,361,878
$1,237,849  $1,125827 $1,137,085  $1,148456  $1,159,941  $1,171,540
$2,825478  $2,955,957 $2,784,179  $2,839,862  $2,896,660  $2,954,593
$286,509,869  $275,305,930 $270,149,746  $275,454,126  $280,871,840 $286,405,524
$201,923  ($3,485,373) ($6,905,950) ($13,470,793) ($13,101,555) ($12,719,705)
$2,087,588  $2,568,897 $2,504,586 $2,620,532  $2,646,737  $2,673,205
$2,289,511 (3916,476) ($4,311,364) ($10,850,261) ($10,454,818) ($10,046,501)
0.1% -1.3% -2.6% -5.1% -4.8% -4.6%

0.7% 0.9% 1.0% 1.0% 1.0% 1.0%

0.8% -0.3% -1.6% -4.1% -3.9% -3.6%
$1,030,933  $1,163,408 $1,166,685 $942,200 $797,032 $663,600
372% 368% 378% 375% 371% 368%

2.85 0.19 -2.79 -8.45 -8.01 -7.58

5.71 4.02 2.57 -0.25 -0.01 0.27

1,730 1,585 1,562 1,549 1,540 1,531
12,364 10,963 10,717 10,664 10,610 10,557
184,631 179,395 180,292 181,193 182,099 183,010

Projections to be complete prior to and 3 years past the joint venture. Add columns as necessary.

*Volume Statistics:

Provide projected inpatient and/or outpatient statistics for any new services and provide actual and projected inpatient and/or outpatient statistics for any
existing services which will change due to the proposal.
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