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Garfield County Healthcare Resource Group
Hospital District An Employee-Owned, Conpary

Caring for Generaﬁomi+

GARFIELD COUNTY HOSPITAL DISTRICT

Month-End Finance Report
Revenue Integrity Scorecard

TARGET

Revenue Outcomes

Cash Collections as a % of Net Rev (60 Day Prior) 98% 109% 108% 153% 86% 97% 100%
Cash Collections $536,152 $570,833 $708,748 $427,689 $491,255 $520,706
Net Revenue $462,430 $499,259 $506,289 $520,418 $477,385 $563,257
Gross Revenue $544,036 $587,363 $595,634 $612,256 $561,629 $662,656
Total Adjudicated Claim Percentage 98% 114% 86% 102% 70% 101% 83%
Gross AR $957,022 $1,167,288 $1,027,969 $1,169,201 $1,163,170 $1,238,394
Net AR $813,468 $992,195 $873,773 $993,821 $988,694 $1,052,635
Days in AR 55 50.50 61.32 54.76 59.92 59.82 62.04

IRegistrations Outcomes
Registration Accuracy >98% 90% 92% 93% 91% 91% 94%

JHealth Information Services
DNFB - Days of Average Daily Gross Pt Revenue <3 Days 14.00 11.32 13.00 5.75 8.02 10.00

IPatient Financial Services

Medicare Aging > 60 Days <15% 19% 18% 16% 16% 22% 14%
Medicaid Aging > 90 Days <35% 79% 16% 14% 22% 22% 19%
Commercial Aging > 90 Days <20% 36% -16% -10% -4% 3% 10%
L&I Aging >90 Days <20% -397% -41% 34% 30% 59% 73%
Blues Aging > 90 days <20% -8% -11% 3% 7% -19% -8%
Self Pay Aging > 120 Days <75% 31% 36% 45% 48% 46% 36%
Bad Debt as a % of Gross Revenue <3.18% 2.71% 0.00% 1.45% 8.08% 2.82% 0.95%
Charity as a % of Gross Revenue n/a 0% 0% 0% 0% 0% 0%
Pt Responsibilities Recoveries (AR) >25% 86% 80% 112% 41% 75% 205%
Claims/Month Submission $757,375 $667,367 $623,089 $582,239 $633,407 $879,865
Clean Claims Rate 85% 76% 70% 82% 85% 85% 85%

©Healthcare Resource Group, Inc.
1/10/2011 63 oq 259



Gﬂr{ic.lcl (:.ol}nty ('j..- Healthcare Resource GI'OUP
Hospital District e A Employee-Owned Company
Caring for Gamﬁom+ =
GARFIELD COUNTY HOSPITAL DISTRICT
Month-End Finance Report
Revenue Breakdown
DECEMBER 2010 13 MONTH AVERAGE
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Garfield Coun ty
Hospital District

Healthcare Resource Group

An Easf_lz;:”a)'m-o.rwfed Conpasty

Can'ng for Genem.h'ana+
GARFIELD COUNTY HOSPITAL DISTRICT
Month-End Finance Report
Revenue Dollars
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DEC-09 JAN-10 FEB-10 MAR-10 APR-10 MAY-10 JUN-10 JUL-10 AUG-10 SEP-10 OCT-10 NOV-10 DEC-10
—&— MEDICARE $207,712 | $237,171 | $221,551 | $283,806 | $302,581 | $240,767 | $267,338 | $200,946 | $256,940 | $222,374 | $215,284 | $225,623 | $275,679
—8—L&I $4,744 $7,958 $2,844 $3,523 $4,450 $17,052 $4,075 $11,686 $5,520 $9,245 $7,827 $4,819 $1,714
COMMERCIAL | $112,051 | $111,584 | $122,455 | $117,625 $95,449 $84,009 $90,605 $86,196 $81,019 $91,781 $106,918 $89,586 $88,247
—&—BLUES $62,035 $63,115 $33,585 $42,681 $45,710 $49,966 $52,647 $42,260 $45,173 $60,003 $59,028 $38,182 $47,396
—o— MEDICAID $162,053 | $145,885 | $121,101 | $141,574 | $150,916 | $149,260 | $164,478 | $156,736 | $164,208 | $162,355 | $170,480 | $169,637 | $198,960
—a&— SELF PAY $29,296 $49,026 $36,898 $39,453 $41,454 $38,412 $40,910 $46,211 $34,503 $49,876 $52,719 $33,782 $50,660
5 ©Healthcare Resource Group, Inc.
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Garfield County Healthcare Resource Group
Hospital District Aw £ Ouomed, Cowpary

Caﬁngfor Gmw‘mhbm+ -
GARFIELD COUNTY HOSPITAL DISTRICT
Month-End Finance Report
Denial Breakdown
Type # | Amount # | Amount # | Amount # | Amount # | Amount # | Amount

INSURANCE/PATIENT DENIALS
ADDL INFO FROM PATIENT

NOT COVERED ON DOS 6 8 3
INVALID INSURANCE 2 $2,823 6 $7,044 9 $9,819 8| $26,504 44| $56,065 1 $213
INVALID PATIENT ID 1 $86 2 $321 0 $0 1 $6 3 $149 0 $0
NO AUTH 0 $0 1 $146 1 $146 3 $1,433 1 $85 0 $0
SERVICE NOT COVERED 8 $1,859 6 $841 9| $10,736 10 $3,507 16| $21,787 15 $2,898
Totals 100| $83,028 144/$101,268 78| $43,955 123[$149,231 160[$118,389 85| $25,768
DECEMBER 2010
INSURANCE/PATIENT DENIALS REGISTRATION DENIALS
0% 47%

CODING DENIALS
5%

BILLING DENIALS

39%
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Garfield Coun Lty

Healthcare Resource Group

Hospital District A Enepll
Caring for Genmh’ans+
GARFIELD COUNTY HOSPITAL DISTRICT
Month-End Finance Report
Days in Accounts Receivable
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Garfield County | Healthcare Resource Group
Hospital District 2 Aw Employee-Ownned Conpaiy

Caring for Genmh’on:+ .
GARFIELD COUNTY HOSPITAL DISTRICT
Month-End Finance Report
Accounts Receivable
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DEC-09 JAN-10 FEB-10 MAR-10 APR-10 MAY-10 JUN-10 JUL-10 AUG-10 SEP-10 OCT-10 NOV-10 DEC-10
=== TOTAL DOLLARS $1,192,226 $1,221,470 $1,274,976 $1,183,015 $1,147,602 $1,082,658 $1,040,183 $957,022 $1,167,288 $1,027,969 $1,169,201 $1,163,170 $1,238,394
g TOTAL ACCOUNTS 4,344 3,957 3,699 3,638 3,447 3,210 3,125 3,100 3,193 3,234 3,428 3,030 3,119
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Garfield County
Public Hospital District No. 1

2010 Board of Commissioners
Standards Checklist

Standard Description Fregency Date Complete
Quality Team Commissioner attends weekly Quality Team Weekly !
Representation meeting
Orientation New Commissioner orientation Quarterly 2/19/2010
Open Door to the Board Open opportunity for staff to visit with the board Quarterly 1/25/2010
Compliance Review Review compliance issues and adverse events Quarterly |
Safety Committee Commissioner attends monthly Safety Committee Monthly !
Representation meeting
Medical Staff Commissioner attends monthly Medical Staff Monthly |
Representation meeting
Finance Committee Commissioner attends monthly Finance Committee| Monthly !
Representation meeting
Board Meetings Commissioner Board meetings Monthly |
Scorecard Review organizational scorecard Monthly |
CAH Program Evaluation |CAH must perform a periodic program evaluation Annual —
42 CFR 485.641(a)
Conflict of Interest Sign conflict of interest statement Annual 1/5/2011
Self Assessment Board self assessment Annual 12/1/2010
Strategic Planning Retreat |Review and development of strategic plan Annual 4118/2010
Bylaw Review Review bylaws and revise annually Biannial 12/2/2009
Medical Staff Bylaw Review |Review bylaws and revise annually Biannial 2132010
Policy Review Patient Care & Service policies reviewed by CMO Annual 10/26/2010
42 CFR 485.627(b)
Credentialing Review and approve credgnhalmg Biannial 3/3/2010 Barnes
recommendations of Medical Staff 10/7/2010 Houser
11/3/2010 Grove
11/4/2009 Mayfield
DOH Licensing Survey Review results of DOH Licensing Survey Annual 12/2/2009
DSHS Licensing Survey Review results of DSHS Licensing Survey Annual 2/9/2010
PDC Blue Card Update Public Disclosure Commission listing of Annual 1112010
commissioner contact information
PDC Financial Disclosure |File Public Disclosure Commission financial Annual 4/15/2010
Election Calendar Review state election calendar Annual 6/2/2010
Contracted Services Complete evaluation of contracted clinic services Annual 12512011
CEO Evaluation Conduct CEO performance evaluation Annual 6/4/2010
Community Forum Conduct Community Forum Annual
Board Education Governance Continuing Education presentation Annual 2/19/2010
Opinion Survey Review Staff Opinion Survey results Annual 5/5/2010
Balanced Budget Board passes resolution to balance current year Annual 1/6/2010
Resolution budget at year end
Budget Resolution Budget must be passed each year by Nov 15 Annual 11/3/2010
SAO Report Review of State Auditors Office report Biannial 2/3/2010
Compensation Sign compensation waivers Annual 12/1/2010
Annual Objectives Develop and adopt annual commissioner Annual 4/8/2010
objectives & work plan
Election of Officers Appoint officers Annual 12/1/2010
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Garfield County 2010 Board of Commissioners

Public Hospital District No. 1 Standards Checklist

Mission Statement Review organizational mission Annual 4/8/2010
Capital Expenditure Plan Review plans for capital expenditures Annual 12/1/2010
Job Descriptions Signed commissioner job descriptions on file Annual 1/5/2011
OSHA Posting Occupational Health & Safety posting requirement Annual 2112010
Trauma Designhation Tramua designation application (3 Yr) Triannial 9/1/2009
Business License Washington State Business License Annual 9/30/2010
Hospital License DOH Hospital Licensure Biannial 1/1/2009

Page 2 of 2 Updated: 1/28/2011




2010 Environmental Assessment

Opportunities

WSHA Comments to CMS on ACOs- WSHA submitted a comment letter in response to the
Centers for Medicare and Medicaid Services' request for information about Accountable Care
Organizations (ACOs) and the Medicare Shared Savings Program. Based on the most serious
concerns of member hospitals, health systems, and clinics, WSHA's comments addressed two key
issues for Washington State: the calculation of "shared savings" and the need to consider variation
in spending of providers and the required flexibility for rural health care. The American Hospital
Association also submitted a letter. The Department of Health and Human Services is expected to
release federal rules governing ACOs around January 2011. Positioning Hospitals to Become
Successful ACOs - The Accountable Care Organization (ACO) program becomes effective in
2012. It is important that hospitals interested in developing or joining an ACO position themselves
under this model by assessing their ability to coordinate care to achieve savings. Key issues
recently raised by Becker’'s Hospital Review include:

e assessing relationships with physicians
evaluating and possibly expanding primary care provider services
determining which additional providers to incorporate into an ACO
exploring partnerships with other physician groups, hospitals and health systems
preparing for the possibility of reduced admissions.

CAH Network Rural Accountable Care Organization Demonstration Project - On Monday (Dec
13, 2010) Dr. Berwick and Mr. Gilfillan conducted a Public Hearing in Seattle to listen to what
ideas Washington healthcare leaders have regarding the future of Medicare. Dave Womack and |
were in attendance from our Network.

Many people expressed concerns about future Medicare funding and some gave ideas about how
to change the HC System to address the goals of HC Reform. | took the opportunity to discuss the
CAHN's work.

| spoke to them about the Critical Access Hospitals in the State and how these organizations are

very often integrated delivery systems composed of hospitals, physicians, Emergency Services,
Nursing Homes, and they work very closely with Public Health. The point was made that we
provide preventative care, chronic disease management, and provide or coordinate all other care
for our patients. The work we do with Public Health identifies the healthcare priorities for our
population and we collaborate with agencies within our communities to address these priorities to
assure our population’s health status is maintained. In essence, our communities have ready
infrastructure that incorporate many if not all components of a medical home. | also explained how
we (CAH's) work very closely and successfully with our regional Specialty Community and Tertiary
Hospital partners to assure the full continuum of care for our patients.

| also talked about the care coordination that we have embarked on for trauma and specialty care
that is delivered outside of our communities assuring that our patients are not lost in the big city.
My remarks stated that we have demonstrated leadership in creating innovative and effective
coordinated care delivery systems (stemi, stroke, and diabetes disease management) working with
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our urban specialists and hospitals. | made a point to say that we as the CAHN are embarking on
the formation of Medical Homes and are confident that we can prove that we can provide value in
the form of achieving the 6 goals of the IHI to CMS in our roles as healthcare systems. | spoke
about the RHQN and the CAHN and how they assure quality and patient safety in our institutions
by helping us adopt best practices that are scientifically proven standards of care. The point was
made that assuring the presence and use of these protocols would be more appropriate quality
indicators to use for rural hospitals than statistically insignificant data.

| closed by stating that the CAHN will be submitting a request to the CMS Center for Innovation for

a Demonstration Grant to prove how our CAH's and RHC's are capable of delivering significant
value to CMS. After all, these programs are your (CMS) programs. They were created by CMS to
assure access to life-sustaining care to rural beneficiaries. We don't need to experiment with
complicated payment mechanisms because we have a payment system that has been established
(cost based) is effective and it assures that the necessary infrastructures for service delivery and
care coordination are in place. It's now our job to prove to you (CMS) that they provide value
beyond access. That we keep people healthy, manage disease for optimum benefit to patients and
payers and coordinate expensive specialty care effectively keeping costs controllable.

Both Dr Berwick and Mr. Gilfillan publicly expressed excited interest in our project and encouraged
us to submit for a demonstration grant. They took notes and asked specifically about where our
hospitals were located and the specific names of the institutions. Dr. Berwick closed our discussion
by saying that he will be personally looking for our application.

Now the work begins! We need to come together to identify all the partners that we will want to
include and roles and assignments and timelines. We have a good lead on a competent consultant
and both tertiary hospitals have expressed their interest in participating on this project with us.
Amazingly serendipity struck Monday morning and Anthony Chaing (sp?) from the Empire Health
Foundation was on the Southwest plane with us to Seattle. We were delayed because a bird had
hit the wing when the plane arrived in Spokane. So we had an impromptu meeting on the plane. He
expressed excitement around the project and told me to feel comfortable representing their
foundation publicly as a supporting and sponsoring organization if we had the chance to speak
directly with Dr Berwick.

They said that they have only granted four (maybe 6) demonstrations so far and most as you saw
were on the East Side. That was one of Berwick’s reasons to come to Washington. He wanted to
encourage applications from our State. He is familiar with our State as we were one of only four
states that went 100% on adoption of the 100,000 lives campaign and he hasn't forgot. He said
there are 3 areas that they want to fund as are outlined in the Healthcare Reform Law:

1. The Dual Eligible’s like you saw

2. ACO development

3. The Center for Innovation
The target for our grant request would easily fit under either of the three headings. Actually, I think
we could make the point that our Medical Home Care Coordination will show benefits applicable to
all three initiatives. The Center for Innovation wants to fund projects that show how Care
Coordination benefits CMS beneficiaries through improved prevention and health maintenance,
overall population health status improvement, quality, safety, and cost...or all of these. They
stressed that the applications didn't need to prioritize reimbursement models. They were open to
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projects that demonstrated clinically integrated care that produced outcome improvement. We can
target our application for the best bang...Probably through the Center for Innovation. CMS has
$10 billion available for these grants (CMS Innovation Lab, Modern Healthcare, November 22,
2010).

Complementary and Alternative Medicine — In some communities there is growing interest in
alternative medicine; acupuncture, wellness, massage therapy, chiropractic, and weight loss are
among the most common. The clinic house may provide an opportunity to expand our offerings of
these types of therapeutic treatment alternatives. This space could also be adapted for other
outpatient counseling, speech therapy, dietary counseling, podiatry or other visiting specialists. (Ul
Design Students offer plans for Nuxoll House: St. Mary’s Hospital in Cottonwood presented with
ideas for putting the building to new uses, LM Tribune, December 11, 2010)

Medical Homes — There is increased interest in the Medical Home model of care and integration
of care delivery systems. Our work on implementing the Health Home Strategic Plan has
positioned us very well to take advantage of this trend and to meet any pay-for-performance
standards that may be imposed on us in the future. We have an advantage of being an integrated
delivery system; we do however need to focus effort on care transitions, better integrating with
other health systems and practice groups (Party Crashers, Hospitals waking up to implications,
benefits of medical homes, Modern Healthcare, November 29, 2010).

Threats

Federal Deficit Reduction Commission Targeting Healthcare — The commissions initial report
targets healthcare for what some are calling devastating cuts. The following are some of the cuts
and the potential impact on GCHD. (Modern Healthcare, November 15, 2010)

1. Cut federal spending on graduate and indirect medical education; $54B. May place
greater strain on supply of physicians, increasing cost of recruiting and salary expense.

2. Reduce taxes that states may levy on Medicaid providers; $49B. Further strain on the
state budget, resulting in further cuts to Medicaid and other health programs, increasing
strain on Emergency Room use and uncompensated care.

3. Expand Accountable Care Organizations (ACOs), payment bundling and other payment
reform; $38B. Increases the importance of affiliating with ACO networks and urgency of
advocating for fair reimbursement to GCHD when we are affiliated. The ACO
demonstration project and modeling exercise we are participating in with the other CAH
network members is critical to this.

4. Accelerate phase-in of cuts to DSH payments, Medicare Advantage and home health;
$37B. Further strain on the state budget, resulting in further cuts to Medicaid and other
health programs, increasing strain on Emergency Room use and uncompensated care and
additional pressure from Medicare Advantage programs to offer rate concessions. Need to
encourage community members to avoid enrolling in Medicare Advantage programs and
stick to “straight” Medicare and keep an eye on Sterling Health Plan contract.

5. Cut Medicare payments for bad debt; $15B. We need to estimate the net impact of this on
reimbursement and prepare to adjust accordingly.

6. Place dual-eligible individuals in Medicaid managed care; $11B. Placing additional stress
on the state budget, drive down Medicaid reimbursement, could jeopardize Medicaid cost

74 of 259



based reimbursement for Critical Access Hospitals and Rural Health Clinics as a result.
We need to monitor state response, if the commissions’ recommendations are adopted by
the federal government and consider adjusting our budget in response. Fortunately
Medicaid still represents a smaller portion of our operating revenue for non-skilled nursing
services but this would have an impact on Medicaid revenue in all other service areas.

Workers Absorbing More Healthcare Costs — Many employers are considering changing
healthcare benefits as expenditures continue to rise (Modern Healthcare, November 15, 2010).
The trend of cost shifting is likely to continue as employers feel the pinch of rising healthcare costs
on operating budget. In an annual survey of employers family health premiums rose 3% overall but
the workers share of cost rose 14% due to more cost sharing. 57% of employers are asking
employees to share a greater percentage of the healthcare cost of employer sponsored health
plans. GCHD is impacted by these trends as both an employer and provider. As a provider we will
continue to experience greater pressure from payers to discount care and as employees shed
expensive coverage they are likely to migrate to high-deductable plans. These consumer driven
plans do offer an opportunity for greater patient involvement in their care but have the risk of
leaving consumers short of the resources to pay larger participation amounts (co-insurance and
deductibles). Even though employees will likely meet the mandate to have health insurance as a
result of the health reform legislation they are more likely to choose high deductable alternatives
and more likely to leave health providers with bad debt for the non-covered portion of their care.
GCHD needs to consider the impact of these market shifts on total uncompensated care
(contractual adjustments, charity care and bad debt).

Long-term Care Insurance Numbers Decline — The long-term care insurance market is
shrinking. Major insurance carriers are deciding to discontinue sales of new policies. Today about
8 million Americans have long-term care insurance, and the industry paid out $6 billion in claims
last year. As a result of increased cost and greater actuarial risk insurers are raising rates making
long-term care insurance less attractive to consumers. Since LTC insurance effectively pays us full
rate for LTC services this is a threat to our private pay revenue stream. Currently 17% of our
resident days are covered by some form of LTC insurance. These residents would likely migrate to
Medicaid over time as LTC Insurance benefits become less attractive to consumers (Heading for
the Exit: Turmoil hits long-term-care insurance companies, Modern Healthcare, November 29,
2010).

EHR Meaningful Use - Hospitals must "possess” electronic health record technology certified
against all 24 meaningful use objectives, and "demonstrate” meaningful use of 19 objectives in
order to qualify for Medicare and Medicaid incentive payments and avoid future payment penalties,
the Office of the National Coordinator for Health Information Technology said today in updated
guidance. To possess the technology, a hospital must have either the physical technology or a
contract that provides "a legally enforceable right...to access and use" the technology at its
discretion, ONC states. The degree to which a hospital implements the technology is not a factor in
determining "possession.” Hospitals and physicians can register for the Medicare and Medicaid
electronic health records incentive programs beginning Jan. 3 at www.cms.gov, but are not
required to do so immediately, the Centers for Medicare & Medicaid Services announced
yesterday. Hospitals and physicians that can meet federal "meaningful use" criteria will receive
incentive payments and avoid payment penalties that begin in 2015. (AHA News Now, December
23, 2010)
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Value Based Purchasing - CMS hospital inpatient value-based purchasing program would intend
to promote high-quality health care in Medicare hospitals; the proposed rule that would establish a
new hospital value-based purchasing program that would reward Prospective Payment System
(PPS) hospitals for providing high quality, safe care for patients. Under the program, hospitals that
perform well on quality measures relating both to clinical process of care and to patient experience
of care, or those making improvements in their performance on those measures, would receive
higher payments. The proposed program does not affect Critical Access Hospitals but it is likely
that CAHs eventually would have to meet similar standards. This would add to the cost of data
collection and reporting.

Washington State Budget Deficit — Many programs have either been cut or at risk in the current
budget cycle. Although there have been no direct cuts to hospital funding the reductions that have
been made or are proposed do have a direct impact on healthcare delivery in the state. It is
particularly concerning to hospitals who serve as the healthcare safety net for our communities.

e Eliminate Basic Health, which provides subsidized health insurance to 57,000 people, on
March 1, 2011. (Savings: $442.5 million.)

« Eliminate Disability Lifeline, a temporary safety net for the disabled poor. Both the medical
program and the cash grant are eliminated for 21,000 disabled people on March 1, 2011.
(Savings on medical program: $293.1 million; savings on cash grant: $180.1 million.)

e Cut Apple Health for Kids eligibility, and eliminate health coverage for 27,000 currently
enrolled children on March 1, 2011. (Savings: $59 million.)

« Eliminate medical interpreter services, which subsidizes the cost of interpreter services to
assist medical providers in communicating with Medicaid clients. (Savings: $30.6 million.)

e Reduce essential Medicaid benefits for adults, including non-emergency dental care and
maternity care to high-risk mothers and children. (Savings: $95.2 million.)

o Close a Western State Hospital ward serving patients with severe psychiatric disorders.
This savings number reflects continuing for another two years a closure that occured in
October 2010. (Savings: $6.6 million.)

e Reduce regional support network funding for 26,000 people getting community mental
health services, including crisis response, evaluation, and treatment. (Savings: $17.4
million.)

e Reduce residential and outpatient chemical dependency services for 2,800 clients.
(Savings: $14.1 million.)

e Reduce nursing home payments by reducing the rate for the lowest acuity clients (savings:

$18.5 million); reducing the nursing home financing rate (savings: $25.7 million); and
delaying nursing home rebasing to 2013 (Savings: $14.8 million.)
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Reduce payments to federally qualified health clinics and rural health clinics, by returning
to a prospective payment methodology used previously by the state. (Savings: $171.7
million.)

Reduce grants to community health clinics by 50 percent for services to low-income
clients. (Savings: $12.8 million.)

Reduce tobacco cessation programs, but maintain the Quit Line and some other outreach
programs. (Savings: $43.6 million.)

Eliminate Medicare Part D co-payment subsidy that reimburses qualifying Medicaid clients
for co-payments for Medicare Part D drug purchases. (Savings: $16.4 million.)

Eliminate family planning grants funded through state funds only. (Savings: $9 million.)

Reduce local public health funding, including responding to food-borne illnesses and
epidemics, and home visitations by public health nurses. (Savings: $7.5 million.)
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Board Self Assessment Questionnaire

Commissioner Name: Date:

Principles of Healthcare Organization Governance

Governance is an aclivity that requires a systems level perspective of the organization. As the
governing leaders of the organization the Commissioners have a duty to affirm the purpose
and mission of the organization while maintaining discipline to principles of effective
governance. Good governance requires that the board periodically reflect on its collective
performance and identify opportunities for improvement.

The Board Self-Assessment Questionnaire is a tool designed to measure the performance of
the governing body of the organization across several domains of effectiveness. The
assessment has three parts. Part 1: “Principles of Effective Governance” measures the

. performance against fundamental principles of effective governance.. Part 2: “Are We Making
Progress”; asks the staff of the organization to provide feedback to the commissioners on our
progress toward the system level aims of the organization as ariiculaled in the Baldrige
Criteria. Part 3: “Are We Making Progress as Leaders” is the same tool with a leadership
perspective.

At least annually the staff of the district will be asked to complete assessment concurrently with
the Board conducting its own self-assessment. The results will be tabulated and evaluated for
performance opportunities. The results will be incorporated into the strategic work plan of the
district. The assessment should reflect your perceptions of the board performance as a whole.
Each statement should be considered as it relates fo the overall performance of the collective
board not the performance of individual commissioners.

Principle
Strongly . . Strongly
Board Work Culture Disagree Disagree | Undecided | Agree Agree
The Board appreciates the importance of governance :
and takes its work seriously ol W
Understands the factors that most affect governance
quality and board performance v O
Devotes the necessary time and effor! to governing N
Governs on the basis of agreed-to and explicit
principles (%
Has clear unily of purpose : . Vi
Is intentional and explicit about how it functions - V S
Sets concrete, demanding performance goals vy
Establishes a working environment that is informal,
comfortable and relaxed Vor |V
Engages in a lot of discussion where almost
everyone participates vy
Allows members to freely express their ideas and
feelings vy v
Encourages constructive disagreement ‘ Ny
| Makes decisions when thete is general agreement :
and is able to move forward in a unified fashion pd Ve -/ /
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Has members that carry their own weight Vi e i
Engages in frequent, frank, constructive criticism v s Ve
Shifts the leadership of the group from time to time v/ |~
Commaents:
Fiduciary Duty gg‘;g?&% Disagree | Undecided | Agree Sggpeg;y
ldentifies and prioritizes key stakeholders and
understands their interests and expectations v e v
Represents stakeholders and ensures that the
organization’s resources and capacities are deployed
in ways that benefit them A
Meets its fiduciary duties of lovalty and care A
Has a policy regarding identification and resolution of
real or perceived conilicts of interest by its members,
physicians, and/or administrative staff Vil
Occaslionally conducts a "stakeholder analysis™ to
understand key parties affecting or affected by
District services Ve vy
Comments:
Organizational Ends git;ggf.’;‘é Disagree | Undecided | Agree s::;:gy
The Board knows and is comfortable with the districts
current mission statement NV |
Formulates a precise, detailed vision that defines
what the organization should become, at its very
best, in the future vy
Specifies key organizationat goals that must be
accomplished for the vision to be fulfilled VA
Ensures that management strategies are aligned with
goals and the vision 74

Proposals brought before the Board are evaluated

Lwith the Districts mission in.mind .. Vol ol
Comments:
Executive Performance gf;g;?g; Disagree | Undecided | Agree Sg;:‘gy
The Board specifies that the CEQ s its only direct
report v v v
Plans for CEQ succession N v/ s N
Underiakes and effective recruitment and selection
process when the position of CEO becomes vacant Ve v v
Specifies its expectations of the CEO, expectations
are communicated fo the CEO in a timely and
comprehensive manner . - . W%
Assesses the CEQ’s performance and provides him
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or her with feedback fo improve it S W
Adjusts the CEO’s compensation based on an
assessment of his or her performance Sy
Is prepared o terminate the CEQ's employment,
should the need arise v v/
Understands and values the difference between the
|.Board’s policy-making role and the CEO's . .. L o
management role v |
Comments:
Quality ggggg{:&é Disagree | Undecided | Agree S-R'g:‘ ei'y
The Board develops and explicit and precise working
definition of quality v v’
Credentials members of the medical staff and makes
decisions regarding appointment, reappointment and
delineation of privileges v
Ensures that necessary quality and utilization
management systems are in place and function
effectively s
Assesses the quality of care provided in and by the
| organization v
Reviews management plans for managing, and
continttously improving, guality and patient or
customer satisfaction v/ id
Monitors the hospitals performance with comparative
healthcare industry data and against relevant
benchmarks i l// /
Comments:
Finances gggg?;‘é Disagree | Undecided | Agree SX;:‘ e%ly
The Board formulates key financial objectives e
... Ensures that management-developed budgets lead
to accomplishing financial objectives vy
Assesses financlal performance and outcomes v/
Ensures that necessary financial controls are in place v
Comments:
Core Roles git;:g?e’i Disagree | Undecided | Agree SK;' e%y
The Board formulates policies that convey its
expectations and directives v, /:/./
Makes decisions regarding matters requiring s
attention and input v
Monitors and assesses key organizational processes ;
and outcomes d P l/ /u/‘/
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Regularly reviews data about the medical staff to
ensure future siaffing will be adequate in numbers,

speciaities and years in practice v / v/
Learns about emerging healthcare innovations and
changes in medical technology as part of continuing
education programs v/ v/
Receives sufficient and relevant healthcare industry o
information to guide decision making ////
Comments:
Board Strlicture Strongly Disagree | Undecided | Agree Strongly

' - Disagree Agree
The Board has a written job description for the
position of the Board Chair v v/
Assures all board members have job descriptions
and understand their roles and duties ,// N
Uses a ciear chair selection and succession process o N
Is streamlined, having the fewest layers of '
governance, boards, and commitiees /, S
Is the right size, having 5 members OV
Has the right number and types of commitiees to
support and facilitate its work r//,/ ./
Periodically reviews it's size, structure, committees
and tenure of members, officers and committee
chairpersons and updates these as necessary Ve v
Precisely specifies its authority vis-a-vis commitiees,
ensuring that the board governs and that committees
perform goverhance "staff work” v /./,/
Specifies the objectives, functions, and tasks of its
committees and requires that they deveiop annual
work plans v a//
Reviews the performance of and need for avery
committee each year : S Ve
Periodically assesses the governance structure and
modifies it when necessary '/ / 1/ ' /
Comments:
Composition gfgzzggé Disagree | Undecided | Agree Sggreg;y
The Board proactively designs and manages its own
composition /s i/.f./
Recruits and selects new members on the basis of
explicit criteria Vs v
Has an effective hew-member orientation process v W
Specifies member expectations A4
Has fixed member term lengths and limiis Vo
Assesses the performance and contributions of
individual members S o
Ensures that members do not represent narrow
inferests or constituencies v v/ ‘/
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Comments:

Infrastructure gg:;?gé Di_s_a_g_reg Un.det.:ic.:le‘d. Ag_ree SE-;? eg;y”
The Board develops an annual governance budget v S v

Has adequate staff support Va S
Formulates annual governance objectives N S
Employs a formal agenda plahning and management .

process A
Ensures that board meetings are conducted in a way

that maximizes their effectiveness, efficiency, and

creativity N
Selects a chair that understands his or her role and is

willing and able to perform i effectively e LS
Has a plan to continually develop board

competencies and capacities S
Holds annual or semiannual retreats SN
iHas the appropriate number of meetings per year 'l
The time at board meetings is utilized effectively W24
Undertakes periodic hoard self-assessment,

employing the results to engage in action planning

that improves governance quality Vo
Board members receive timely and accurate minutes,

written agendas and meeting notices, and clear and

concise background materiai in advance of meetings // s |

Comments:

NOTES:

Pointer & James E. Orlikoff)
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www.baldrige.nist.gov/Progress_Leaders.htr. - oo

A Message to Leaders

In today’s environment, if you are standing still, you are falling behind. Makirig
at the right time is critical. Following through on those decisions is challen
broad cross section of CEOs, the Malcolm Baldrige Foundation learned that CE
strategy is three times more difficult than developing strategy. If deployment
questions are, Are you making progress? Would your workforce agree? Ho

e Are your values, vision, mission, and plans being deployed? How do you know?

s Are they understood and supported by your leadership team? How do you know?

e Are they communicated to, understood by, and supported by all members of
your workforce? How do you know?

o Are your communications effective? How do you know?
e |s the message being well received? How do yeu know?

Are We Making Progress As Leaders? and the companion document for employees, Are We Making
Progress?, are designed to help you know. They provide compatible tools for you to see if your
perceptions agree with those of your workforce. They will help you focus your improvement and
communication efforts on areas needing the most attention. For organizations that have been using
the Baldrige Criteria for Performance Excellence, the questionnaires are conveniently organized by
the seven Criteria Categories. For those that have not, these questionnaires identify opportunities
for improvement and direct you to more detailed questions in the Criteria. These questions may
help you identify some key ideas for making improvements and recognizing opportunities

for innovation.

It is never too soon to start improving openness and communication. Ask your leadership team
to complete this questionnaire. It will challenge you to address issues critical to your
organization’s success.

f 2
N S!nl\kﬂionul Instifute of Siandargg %nggl'echnology o LS, Department of Commerce



E MAKING PROGRESS AS LEADERS? -~

Your perceptions as a leader are important to our organization. There are 40 statements below. For each sta
box that best matches how you feel (strongly disagree, disagree, undecided, agree, strongly agree). How
us decide where we most need to improve or change. We also have the opportunity (using the Are Wi
questionnaire) to compare the perceptions of our leadership team with those of our workforce to see if-
We will not be looking at individual responses but will use the information from our whole teadership feai
It should take you about 10 to 15 minutes to complete this questionnaire.

Senior leaders, please fill in the following information:

Name of organization or unit being discussed

Note: This refers to what is meant each time the word “organization” is used below. In addition, “"employees” is used
interchangeably with “worlkforce,” which includes all people performing work for the organization.

. CATEGORY 1: LEADERSHIP strongly Undecided Strongly

Disagree Disagree Agree Agree

ta  Our workforce knows our organization’s mission O 3 0 3 3
(what we are trying to accomplish).

b Our workforce knows our organization’s vision 0 0 0 O 3
(where it is trying to go in the future),

¢  Our leadership team uses our organization’s O W} | a 3
- values to guide our organization and employees.

1d  Our leadership team creates a work environment O O 0 O 0
that helps our employees do their jobs.

1e  Our leadership team shares information 3 O | ] W u
about the organization.

1§ Our leadership team asks employees

what they think. 2 O 3 L G

....CATEGORY 2: STRATEGIC PLANNING

2a  Asour leadership team plans for the future, | o O . 3 G
we ask our employees for their ideas.

2b  Our organization encourages totally new A L a d
ideas {innovation).

2c  Our employees know the parts of our ] 0 0l 0 0
organization’s plans that will affect them
and their work.

2d  Our employees know how to tell if they are a a a o
making progress on their work group’s part
of the plan.

2e  Our organization is flexible and can make U a - d Q

changes quickly when needed. 84 of 259


















by colleagues and leading policymakers

Helps shape competitive positioning for the
organization and the industry through policymaking

Encourages these team leadership behaviors
organization wide

v

Is recognized throughout the healih industry as an

outstanding leader

v

NOTES:

Commissioner signature:

(Source: Competency-Based Governance: A Foundation for Board and Organizational Effectiveness -

Date:

__Published by the American Hospital Association: Center for Healthcare Governance)
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-forums-and-industry-specific-groups: W s
Talent Development:

-Helds-management-accountable-for- develgpmg S SN EU—
people in the organization s o
Ensures that succession plans for the CEO and
senior leaders are robust and current v S
Serves as a coach and mentor within the board and
organization as needed and industry-wide to develop
health care talent Ay
Team Leadership: '
Establishes and models norms for board behavior e v
Takes appropriate action when board members '
violate the norms v a7

--Works with board members to gain their personal '
commitment and energy to support board goals //,//
removes or reduces obstacles to board effectiveness | ~,/°/ v
Coaches and develops board members to top !
performance rd ol
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300 Elliott Avenue West
Suite 300

Seattle, WA 98119-4118
Phone 206-216-2500

Fax 206-577-1911
e-mail: leog@wsha.org

PRESIDENT’S MUSINGS

A SERIES OF OBSERVATIONS FROM LEO GREENAWALT
January 12, 2011

Origins. Years ago I read a wonderful book on the history of America, The Glory and the
Dream by William Manchester. The book covered the period from the Depression of the
1930’s through the 1960’s. For me there were many “Aha moments.” One big one was that
such a large number of men were malnourished and chronically ill that fully 30 percent of
those drafted were determined to be 4-F, physically unfit for military service. It caused such
a scandal that Congress created a fact-finding commission to determine the causes and to
come up with a list of remedies.

Health Insurance. There were a number of reasons why health insurance developed as a
fringe benefit in our country. One of the principal reasons came directly from the
commission report. It showed unqualifiedly that a dollar spent on health care by business
or government would produce a two dollar return in productivity in the American worker
or soldier. Not surprisingly, armed with the great tax benefit of health insurance and the
surefire cost benefit of providing health insurance, the health insurance fringe benefit
exploded through industry and government. By the 1950’s most major companies offered
comprehensive health insurance as a benefit while in 1940 nearly no one had such
coverage.

Economics. Nobody worried about the perversity of a fee-for-service system that rewarded
the amount of service or the number of tests and procedures. Nor did they worry about the
perversity of an insurance mechanism that separated the receiver of health care benefits
from the cost of purchasing care. With a return on investment of greater than 2 to 1, those
issues seemed marginally relevant.

The Flip. Medicare changed the cost-benefit equation. First, the Medicare dollar was spent
on people who had retired. There was virtually no productivity gain for any money spent
on people over 65. By definition, most had ceased to be employed and would produce very
few economic goods. Perhaps more importantly, though, more and more money was spent
on high tech procedures -- often heroic, sometimes futile -- on people who would never
again be part of the work force. A dollar spent on health care no longer produced a two
dollar benefit in productivity. Instead, the return became highly negative. A dollar spent on
health care might only produce less than a 50 cent improvement in productivity. That is not
to argue that lives were not saved or that great strides in life expectancy had not been
achieved. It is only to say that a health care expenditure did not make the nation more
productive. In fact, it became highly inflationary. Today, many economists would argue
that this negative correlation is one of the chief reasons America has lost its cost advantage
in manufacturing goods.

The Future. No matter which political party controls government in the future or who
leads our nation’s businesses or labor unions, I believe the key battle will be around the
need to move the cost-benefit needle back toward a productivity model. It means primary
care and public health-like measures will be given much greater priority. It also means we
will witness a major shift in incentives to encourage productivity - rewarding those who
improve their health behavior and punishing those who do not.
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PRESIDENT’S MUSINGS

A SERIES OF OBSERVATIONS FROM LEO GREENAWALT
January 26, 2011

Technology. There once was a time when futurists assured us that desktop
computers and the Internet would provide leaps in productivity gains. For awhile,
these predictions seemed completely untrue - in many cases the explosion of
information added to our work load and only overwhelmed. Soon enough, the
predictions became reality. People were replaced with computer programs for
many tasks. We are now in our second jobless recovery. Each recession has meant
incredible substitution of technology for labor.

Disintermediation. I was reading an article the other day and came across this
word. Of course, I didn’t have a clue as to what it meant. Let me give you the “back
of the envelope” definition. It means cutting out the middle man. For the last ten
years or so we have radically changed the way we obtain products. When was the
last time you used a travel agent? Amazon.com revolutionized the buying of books
and many other goods. The mom and pop bookstore is a relic of our past. Movie
rental stores are dying a fast death. Growth in Internet shopping grows
exponentially, while mall shopping stagnates and declines. We have cut out the
middle man.

Has Health Care Escaped the Revolution? Yes, but... We are right on the edge.
Please excuse the comparison to commodities, but accept the concept. In the fee-
for-service system, physicians in many ways occupy the middle man position. If
we need a lab test, or radiology services, or a prescription we must first visit a
physician’s office. In other words, one can not buy the particular medical service
without an intermediate step.

A Radical Change. In my view, one change the medical home model will bring to
health care is a form of disintermediation. While a physician or other practitioner’s
order will likely always be a necessary condition to obtain pharmaceuticals, the
number of office visits may decline rapidly. I believe it will be the norm that
patients e-mail their primary care physician to describe routine problems and
magically the necessary drug will show up at their home or office that very day.
Local pharmacies may feel an extreme impact - losing ground to Amazon-like
distribution structures. Systems such as Group Health, Kaiser, and boutique
medical groups have already perfected this practice. This development is hardly
surprising when it is more efficient for the physician, incredibly more convenient

_ for the patient, and markedly less expensive.

300 Elliott Avenue West
Suite 300

Seattle, WA 98119-4118
Phone 206-216-2500

Fax 206-577-1911
e-mail: leog@wsha.org

I can’t see how the rest of the delivery system can long compete with this new
model without embracing it in some fashion. It must adapt rapidly to thrive in
health care’s version of the new normal.
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300 Elliott Avenue West
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Seattle, WA 98119-4118
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Fax 206-577-1911
e-mail: leog@wsha.org

PRESIDENT’S MUSINGS

A SERIES OF OBSERVATIONS FROM LEO GREENAWALT
November 3, 2010

“The World Has Changed.” I can’t stand one more instant analysis about yester-
day’s election from experts who are desperate to read titanic meaning into it. In
1994 the Republicans confidently predicted the end of Democrats ruling govern-
ment for a generation and the demise of President Clinton in the 1996 election. Of
course, he won. The 2008 landslide victory by President Obama meant the
Republican Party was dead and buried. The demographics were all on the
Democrats’ side (young voters, Hispanics, the rest of America’s melting pot). Only
two years have passed and we now hear that American politics have been changed
forever and the Tea Party movement will dominate for years. Give me a break! Has
the age of the Internet meant the pundits can’t read history - even recent history?

A Second Chance - Not a Mandate. I heard a great commentary from a re-elected
Republican congressman this morning on the radio. He said it’s not a revolution,
it’s not a mandate, it's a second chance. This seems like the right analysis. People
are unhappy with where our country is now, and want to see if someone else can
do it better. If things don’t change, and fast, we may see yet another “wave”
election in 2012!

What's the Same. I believe the momentum behind re-structuring health care will
not be substantially affected by who dominates the political landscape. More and
more physicians will find it impossible to practice medicine in small groups. They
will continue to aggregate in much larger physician organizations or be employed
by hospitals. In turn, the past resistance to highly incentivized payment models
emphasizing bundled payments and population-based management of health
delivery will fade. I would guess rather quickly because it has already been slowly
baking into our DNA. I can’t imagine there will be any turning back on the
momentum to transparency or electronic health records. Certainly, the scrutiny of
extreme variation in treatment patterns will only increase. No turning back on any
of these megatrends.

What's Different. I think there could be successful attempts at both the federal and
state levels to cripple those government entities that currently set policy direction
to the health care system. We may see huge de-funding of health care access
programs, or a focus on cutting benefits to specific populations - immigrants,
people with drug problems.

Real Leaders. The business community will need to step up substantially to lead
on the restructuring of benefits and relationships with health care systems. We will
need to work with them and other groups to make the change we all know is
needed. It is more important than ever for us to form collaborative relationships
with many entities across our communities. To miss the boat on this one may well
be fatal.
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Management Meeting Strategic Planning Work Session
January 25, 2011 8:30 - 12:30

Goal: Develop a rolling strategic plan 1 — 3 — 5 years with sub-objectives detailed to foster movement forward.

Using SWOT analysis paired with an Outside-in / Bottom-up / Top-down / Inside-out methodology

The Management Team Reviewed highlights of 2010 Critical Access Hospital Program Evaluation “Year of Restoration.”
Financial Strategic Assessment should be condensed and presented to public. (Grouped in themes or a piece at a time)

With network administrator added to team, CEO intends to do more public relations work considering various venues (i.e.
social media).

Turnover ideas:
» Categorize reasons
» Measure only FTE vs. PT or temporary employment
> Modify NAC program

What counter forces are in play that will affect utilization across service areas?

Loss of Basic Health.

Health Home efforts.

Industry is shifting to a consumer driven health care environment.

LTC insurance declining.

Out migration of elderly may contribute to lower census in nursing home.

Value Based Purchasing — CMS initiative — compensation based on how well we do our job.
WA St Budget deficit.

Healthcare Reform.

VVVVVVYVYVYY

Do we need to consider active marketing to sell our services?

The management team had a very through discussion of all strategic initiatives and ranked each based on their respective
urgency and importance. These recommendations will be submitted to the board of commissioners for consideration at
their Strategic Planning Retreat.

The decision of the commissioners will then be returned to the Management Team for the development of specific action
plans and engagement of the team.

The team intends to develop a 5 year rolling strategic planning process based on this information. The team also
understands that the plan is fluid and as each initiative is implemented and as time marches on new information will
necessitate changes to the strategy in “real-time.” Like a budget, the strategic plan is a living document and is expected to
evolve over time.

Next year we need to allow 6 to 8 hours for this meeting with lunch served to the participants.
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Management Meeting Strategic Planning Work Session
January 25, 2011 8:30 - 12:30

INITIATIVE URGENT IMPORTANT TOTAL YEAR
EHR-Strategic Plan 10 10 100

Facility Design & Repair-Replacement / Capital 10 9 9 5
Improvement w/ contingencies

Network Infrastructure Replacement/Maintenance Plan 8.5 10 85 3
ABN Process 9 9 81

Health Home 9 9 81

Incident Command Drills 9 9 81

Well Person Project (Life Wheel) 9 9 81
Contingency Plan - LTC 9 9 81

Payroll / Personnel Integrated System 8.5 9.5 81

Public Education / Marketing / Social Media 8.5 9 77
Equipment Replacement / Repair Plan 8.5 8.5 72

CAH Network ACO Demonstration 8 9 72
Succession Planning - Universal 8 9 72
Utilization Review Process 8 9 72

Therapy Programs (PT, ST, OT) / Swing Bed Marketing 8 9 72
Performance Measurement System 7.5 9 68
Financial Counselor Concept 8 8 64
Dictation via Phone System 7.5 8 60

UTI Reduction/Prevention 7 8 56
Materials Management 7 8 56

IDC-10 Implementation 6 9 54 2.5
Pharmacy Rapid Cycle 6 8 48

High Alert Medications 6 8 48

Rapid Response Team 3 8 24
Effective Governance - Standards 25 8 20

Use of Real Estate - Pataha House 3 6 18

Ethics Training 2 8 16

Policy & Procedure Update/Clean-up 2 8 16

Baldrige Application 2 2 4

EHR Implementation Plan — The district is required to meet the meaningful use standards for the adoption of Electronic
Health Record (EHR) Adoption. Rather than require that hospitals meet meaning use criteria by specific dates, CMS
approved a three-phase approach; Stage 1) Electronically capture health information in a coded format, track key clinical
conditions and communicate outcomes for care coordination, implement clinical decision support tools to facilitate disease
and medication management, and report outcomes for public health purposes (the final rule includes 14 Core measures of
compliance and 10 optional measures), Stage 2) Will expand on stage 1 to focus on continuous quality improvement at the
point of care, greater use of Computerized Physician Order Entry (CPOE) likely , more robust exchange of health
information (these standards are in the rules making process currently), Stage 3) Will focus on “promoting improvements in
quality and efficiency” with an emphasis on decision support , patient access to self-management tools, access to
comprehensive patient data and improving population health. Complete adoption must be achieved by 2015 in order to
avoid penalties imposed by CMS.
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Management Meeting Strategic Planning Work Session
January 25, 2011 8:30 - 12:30

Facility Design & Repair-Replacement / Capital Improvement w/ Contingencies — The district needs to develop a
documented strategy for the repair and replacement of the facility. The age and condition of the physical plant necessitates
a replacement strategy. The management team suggests a documented plan that is developed with broad stakeholder
input and includes contingencies should the plan fail at any point along the path to full implementation. If the plan requires
tax payer support the strategy and need must be made very clear and the alternatives well articulated.

Information Technology Network Replacement / Maintenance Plan — The district has steadily increased its reliance on
information technology. This reality places greater importance in the maintenance of this infrastructure as it ages and also
recognizes the fact the technology tends to have very short life-cycles. The districts back-bone server farm is now over six
years old and is in need of replacement. The management team agrees that the development of a comprehensive
approach to system maintenance, security, network integrity and capital repair and replacement is necessary.

Advance Beneficiary Notification (ABN) — Medicare requires that their beneficiaries be notified in advance of receiving
care when the care may exceed coverage limits. If the facility fails to provide ABN to the patient and the service is in excess
of covered limits the facility may not be reimbursed by Medicare for providing the service. While the facility has not had a
significant number of denied claims requiring an ABN the dollar value of exposure can be quite high. The team proposes
that an automated ABN process be developed to ensure compliance with this standard.

Health Home — Just over two years ago the district completed a Health Home strategic planning document that has
become a model for the integration of community based approach to care. Health Home is fundamental to the core strategy
of the district and has a number of components that are consistent with the evolution of Accountable Care Organizations,
Medical Home approach to care, Pay for Performance Mandates and EHR adoption. The team agrees that the organization
should stay the course with the implementation of the Health Home Strategic Plan. This is particularly important in light of
the resources we have attained to jump-start the effort (the SHCPQI Grant $280K over three years, and Americorps
program).

Incident Command Drills — Over the past few years we have placed less emphasis on incident response planning. The
staff opinion survey reflects a concern among the team that we are not as prepared for the variety of emergencies that we
should be (flood, child abduction, mass casualty, etc.). We have a well developed Hospital Incident Command System in
place but we have failed to perform regular drills and table-top exercises in order to be fully prepared for these events. The
team agrees that this should be an important area of emphasis and should incorporate all the standard codes that are
shared by other hospitals in the state.

Well Person Project — The well person project is a concept that intends to create an approach to assessment for our long
term care residents that respects the whole person across 5 recognized dimensions of wellbeing; 1) spiritual 2) social 3)
physical 4) mental and 5) emotional. Conceptually residents would be subjectively assessed against these 5 dimensions on
some scheduled basis in order to determine their over-all state of wellbeing. Areas that reflect opportunity for improvement
would be candidates for some form of intervention (i.e. if a person is not having positive social experience more events or
outings may be encouraged or visits by community members). The goal is improved overall sense of wellbeing for the
resident and a toolbox of approaches and resources for staff to aid residents in achieving better quality of life. This
approach may also eventually be spread into the primary care setting quite effectively.

Long-term Care Contingency Plan — The district has long struggled with the reality that long-term care reimbursement
does not keep pace with the cost of delivering care. Almost annually the district evaluates the sustainability of our long-term
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Management Meeting Strategic Planning Work Session
January 25, 2011 8:30 - 12:30

care and to-date has determined that subsidizing this service is in the best interests of the community. Census over the
past year remains better than average for most skilled nursing facilities consistently in excess of 85% but not at the historic
average of 92%. The management team agrees that if we are to remain in the Long-term care business we must continue
to “do it” better than our competition and maintain this competitive edge. There are two critical elements to a marketing
strategy one is to have a product that is exceptional, the other is to get the message out. There is general agreement that
we need to be more aggressive in our promotional efforts (this will be addressed in a later item). The team is fully
committed to sustaining our long-term care operations and believes that we need to also develop a contingency plan that
has defined triggers that would kick in should out census or reimbursement decline to an unsustainable level.

Payroll / Personnel Integrated System — Changes in federal rules on reporting W-2 wages and benefits will make updates
to our payroll system necessary. We can only assume our current vendor (Healthland) will meet these standards. There is
an additional concern voiced by human resources staff that our current system lacks a desirable level of integration resulting
in time consuming redundant data entry and potentially costly errors. The staff agrees that the district needs to consider
alternatives to the current system.

Public Education / Marketing / Social Media — Raising community confidence and awareness through the use of public
relations, outreach and traditional media have been a key strategy of the district for nearly five years. Our efforts in this
area have not been as satisfying as we would like. A commitment to this on a larger scale would require a commitment of
time and financial resources. The team agrees that while we have a good story to tell we have struggled with developing an
organized and sustainable effort to accomplish this. The team agrees that we need to renew our commitment to this
objective and commit both the time and resources necessary to accomplish this objective. The team also agrees that we
need to seek opportunities to incorporate the use of social media (Facebook Twitter blogs etc.) into this effort.

Equipment Repair & Replacement Plan — The condition of property plant and equipment remains a concern for the
district. Although substantial investment in the physical plant has been made in recent years there remain a number of
concerns for the condition of the facility and the ability of the district to repair and replace aging equipment. The
management team agrees that it is essential that we develop a documented plan for the repair and replacement of property
plant and equipment. Initial versions of this document have been created and some reserves have been allocated for these
purposes but this process is still considered to be in its infancy and much more work is needed to formalize this process.

Critical Access Hospital Network (CAH Network) Accountable Care Organization (ACO) Demonstration Project —
This project is in the early discussion phase with the members of the network. The intent of the members is to develop a
prototype model of an ACO for rural health systems and to test this concept in the form of a demonstration project. There is
board support for this effort from network members, state associations and legislative advocates. The work our organization
has accomplished with the implementation of Health Home strategies may very likely prove useful to this effort.

Succession Planning — The board of commissioners has established the objective of developing a succession plan for
board leadership as part of their commitment to good governance. The management team believes that this effort needs to
be extended to the management and departmental leadership of the organization. Of particular concern is the aging our
workforce and the realization that we do not have a formalized “what if* plan in place to contend with the unanticipated
departure of key leaders within the organization.

Utilization Review Process — Utilization review is the process of evaluating acute and skilled nursing patients to validate
that they meet the conditions for appropriate admission. If this process fails the district risks loss of reimbursement and
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possible penalties. Currently the district uses the Interqual Criteria set for this purpose. The criteria are complicated and
not easily interpreted. We would like to evaluate the utilization review process and develop a more reliable approach that is
less burdensome for the clinical staff perhaps through automation.

Therapy Programs (PT, OT, ST) Swing-bed Marketing — Several critical access hospitals in the state have begun a
collaborative effort to market their swing-bed services to urban hospitals that may have a financial incentive to discharge
rehabilitation patients into these environments for care. We have not made an effort to promote this value to the referral
hospitals in our region. We suggest that we may be able to leverage this opportunity through this collaboration and
incorporate this into a more comprehensive marketing strategy. A commitment to this effort will likely require enhancing our
therapeutic service offerings perhaps even expanding this service area as part of our long-range capital improvement
strategy.

Performance Measurement System — Measurement, Analysis and Knowledge Management is a critical area in the
Baldrige assessment criteria. The category examines how the organization selects, gathers, analyzes, manages, and
improves its data, information, and knowledge assets and how it manages its information technology. The category also
examines how the organization uses review finding to improve its performance. A common theme in the evaluation of the
district by both commissioners and staff included concern that stakeholders do not consistently have access to data that
“tells the story” of how we are performing as an organization. While we have produced a scorecard for several years the
consistency of the scorecard and the usefulness of the data are not satisfactory. An effort is currently underway to revamp
the organizational scorecard and develop a documented performance measurement system.

Financial Counselor Concept — The district has a financial assistance plan to aid with payment and account resolution for
those patients that do not have the resources necessary to settle their accounts. The financial assistance program provides
both sliding scale and full assistance to qualified individuals. Historically the district has offered this assistance to
individuals after they have received care when they request some form or assistance or their account is likely to go into
collection as a result of non-payment. With the growth of consumer directed insurance, reductions in Medicaid funding and
economic stress it is likely that we will continue to see increasing demand for financial assistance. The management team
agrees that it would be advisable for the district to develop a more pro-active approach to financial counseling at the point of
admission in order to avoid the costly and stressful challenges that occur when a patient is unable to afford care.

Dictation via Phone System — The district utilizes a digitized voice recorder system to capture dictation from the provider
staff for transcription. Occasionally the system fails due to flaws in the technology and human error. We believe a more
reliable alternative to the present system would be to utilize the technology available in the phone system recently installed
by the district. The phone system utilizes Voice of Internet Protocol (VOIP) technology to digitize voice data, these voice
files can be securely stored on the phone system and accessed from any telephone within or outside the facility by
authorized users. Secure files can be accessed by transcription staff for playback as the information is received in the cue.
This process would likely speed transcription turnaround and reduce the potential for error.

Urinary Tract Infection (UTI) Prevention / Reduction Initiative — We achieved partial implementation of this initiative over
the past year. The effort was setback by a number of unanticipated barriers including the departure of key staff and a
process that was far more complex than anticipated. The team believes that this work is important enough that we should
plan to continue the effort. We need to determine the priority of this work in light of the progress we have made to-date and
the other initiatives that are being considered.
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Materials Management — Significant improvements have been made in the materials management department over the
past year. This process was completely changed about 3 years ago, recent improvements have revisited these changes
and updated inventory levels and operating procedures. Along with this effort the district has determined to change
purchasing group affiliation to realize even greater savings. This project has value because of the significant potential
savings that we expect to realize as a result of the effort.

International Classification of Diseases Version 10 (IDC-10) Implementation — Federal regulatory efforts to update to
the new global coding standard have been established and phase in efforts is under way. The implementation of the new
standards will take place over the next two and a half years and are likely to involve intensive training with clinical staff and
coding staff. The new standards code encounters to a greater level of specificity and will require greater level of detail in
documentation in order to meet the standards. Planning for this effort is underway.

Pharmacy Rapid Cycle — The district has worked in collaboration with our local pharmacy to improve the process for
ordering and reconciling individual and bulk medications. The old process had a number of areas of risk and consumed
more resources than necessary. We have achieved partial implementation of the new process with the final phase including
the adoption of an online ordering process. We have run into some technical challenges with this final step of
implementation. We are working through these challenges and expect to have full adoption of the new process this year
although this process is ranked as important it is not widely viewed as urgent enough to warrant more attention at this time.

High Alert Medications — Over the past two years staff has adopted new protocols for the administration of high alert
medications. This process is nearly complete. We expect to finalize this project early in the year and monitor performance
against the standards through the medical error reporting process. This data will be reported on the organizational
scorecard.

Rapid Response Team — The district implemented rapid response teams over 4 years ago. While we have a process in
place we rarely have a need to utilize rapid response for its intended purpose. Many leaders still see that value and
necessity to continue this effort however we need to have a renewed commitment to understanding the process and
educating the staff about the concept. We believe the best approach to this will be to incorporate rapid response education
into the incident response training and drills that have been given a higher priority.

Effective Governance Standards — The board of commissioners have now completed 50% of the effective governance
standards that were committed to in Resolution 10-01. We are continuing this effort and anticipate that all 12 standards will
be completed in 2011.

Use of Real Estate / Pataha House — The district acquired a home located next to the clinic property on Pataha Street this
past year. Currently this property is rented and is generating income for the district. The property was purchased with the
expectation that at some point in the future it may become necessary to utilize this space. The management team agrees
that there is no urgency to move forward with use of this space but we should begin to consider the use of this space as part
of a longer term facility utilization strategy.

Ethics Training — Ethics is a very broad subject that has implications for governance, organizational conduct and medical
decision making. While the district has policies and standards of conduct that related to ethical behavior we have no
specific approach to ethics training and staff development. While this is not considered an urgent need it is an area that is
worthy of considering in the planning process.
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Policy and Procedure Update — The district currently has over 600 documented policies and procedures. With detailed
review it is likely that we would find many of these policies in need of consolidation and revision. This effort would likely be
a monumental undertaking requiring hundreds of man hours and spanning multiple disciplines within the organization. The
leadership views this need as important but not extremely urgent. The team believes we need to plan for this and perhaps
develop an organized effort to address this issue in the longer term.

Baldrige Application — The Baldrige Criteria has provided the district with a systemic process improvement framework.
The criteria have proven to be a very effective tool for conceptualizing the continuum of quality and balancing our approach
to quality improvement. Over the past several years we have consistently improved our effectiveness in approach and
deployment of the Baldrige principles within our organization. The Baldrige process is a journey that takes many years. It is
our eventual desire to complete a more formal Baldrige Assessment and Application. The management team agrees that
this is valuable but not urgent and certainly not necessary to move our quality improvement efforts forward. We believe
that, for the present time, our focus needs to be on systemic improvement, establishing reliable process and effective
deployment of system standards. Baldrige Assessment is the next natural step to take in the quality journey with the
Baldrige Application to follow. The time frame for this effort has yet to be determined.
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Following are notes Ginger provided for this meeting:

The Dietary Department has been very busy this year, following is a list of a few items we have been working on and will
continue to work on in 2011.

Monthly, | calculate hydration goals and document them on the tray monitors and the family CNA book’s so that we
can work on this as a team. After, participating in the UTI Rapid Cycle, | implemented a Blue colored tray monitor
for all residents not meeting 75% of their hydration goals. This is to alert the team to offer and encourage increased
fluids to these residents. Currently, 50% of our facility’s population is at hydration risk. | will continue to do my part
so that the team can better meet the needs of the residents.

We are increasing the knowledge of each Food Service Tech by requiring all Techs to take and pass a Serv Safe
class. Serv Safe is a more intense knowledge based program developed to assist in Food Safety, Sanitation, and
Quality, which we take very seriously. We currently, have two employees certified, besides myself and have three
others studying for the class. A goal for 2011 is to have all cooks Serv Safe Certified. | anticipate having Serv Safe
linked to Swank Learning.-

We are currently cross training all employees so that they are able to fill each position. This should assist our
department in lowering overtime as well as having more staff able to cover each shift. As of January 1, 2011 we
have started a rotation shift for all the full time Food Service Techs. This is to improve service to all
residents/patients. If all dietary staff knows all the diets and are familiar with each resident/patients (face time),
preferences that we will not only meeting their physical needs but also emotional food needs. Therefore, improving
the quality of resident care.

| continue to strive to lower our budgetary needs by price comparisons, keeping overtime at a minimum and cutting
down on waste. | continue to investigate other vendors to cut cost of food and paper products without lowering the
standards of quality.

In 2011, besides continuing what we are currently working on | need to revise and update a lot of the Dietary Policies and
Procedure, which most are outdated.

When the budget allows, my hope is that we will purchase a Table Top Energy Efficient Boilerless Steamer. This would
assist The Dietary Department in ensuring more nutritious foods. Presently, we are boiling and or baking which is more
likely to overcook foods so it looses it nutritional value.

Also, an ice machine in the kitchen would allow us easier access to the ice which we use for every meal. We currently have
to go the nurse’s station and get ice for all uses in the kitchen. The kitchen previously had an ice machine but when it broke
down it was not replaced.

In Closing, The Dietary Department will continue to strive to improve the quality of Nutrition, Quality of Care, and increase
the knowledge of staff to better serve our residents.
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Finance Committee Charter

This charter (the “Charter”) sets forth the duties and responsibilities and governs the
operations of the Finance Committee (the “Committee”) of the Board of Commissioners
(the “Board”) of Garfield County Public Hospital District (the “District”), a public hospital
district organized and existing according to the Revised Code of Washington (RCW)
70.44.

Purpose

The Committee’s purpose is to assist the Board in its oversight of the Districts financial
affairs, including the District’s financial condition, financial planning, operational and
capital budgeting, taxing authority, debt structure, debt financing and refinancing and
other significant financial matters involving the District.

Duties and Responsibilities
The Committee’s primary duties and responsibilities are as follows:

1. Budgets

a. Review and recommend to the Board for approval an annual operating
budget for the District and its operating divisions.

b. Review and recommend to the Board for approval an annual capital
expenditures budget for the District and its operating divisions. If deemed
appropriate by the Committee, review and recommend to the Board for
approval projected capital expenditures budgets for one or more
succeeding years.

2. Debt, Financing, Refinancing and Taxing Authority

a. Evaluate and monitor the District’'s long and short-term indebtedness, debt
structure, collateral or security thereof, cash flows and uses and
applications of funds.

b. Evaluate and recommend to the Board for approval proposed debt
financings and re-financings, including (i) interest rate and whether the
rate will be fixed or floating rate; (ii) collateral or security, if any; (iii)
issuance costs; (iv) banks, investment banks and underwriters retained or
compensated by the District in connection with any financing or
refinancing.

c. Evaluate and recommend to the Board for approval proposed tax levies,
bonds or other instruments of government including (i) taxing rate (ii)
timing of levy elections (iii) election costs; (iv) levy lid lift and tax
anticipation indebtedness.
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d. Review and approve all guarantees or other obligations for the
indebtedness of any third party.

3. Risk Management and Insurance

a. Review and recommend to the Board for approval the District's risk
management policies and procedures. Review and recommend to the
Board for approval the District’s insurance coverage'’s, including (i) identity
and rating of carriers; (ii) premiums; (iii) retentions; (iv) Self-insurance and
captive insurance arrangements; (v) stop-loss policies; and (vi) all other
aspects of insurance coverage for healthcare institutions.

4. Investment Policies

a. Review and approve the District's cash management and cash investment
policies, utilizing the advice of financial consultants as the Committee
deems necessary or desirable.

b. Review and approve the District’s investment policies relating to assets of
any employee benefit plans maintained and controlled by the District,
utilizing the advice of financial consultants as the District deems
necessary or desirable.

5. General

a. Select and terminate the services of all outside financial advisors, financial
consultants, banks, investment banks, and underwriters for the District.
Review periodically the District’s significant commercial and investment
bank relationships.

b. Perform any other duties and responsibilities as the Board may deem
necessary, advisable or appropriate for the Committee to perform.

c. Perform such other duties and responsibilities as the Committee deems
appropriate to carry out its purpose as provided in this Charter.

d. Report on a regular basis, but no less frequently than quarterly, to the
Board concerning the District’s financial affairs. Urgent and time sensitive
matters shall be reported at the next regular or special Board meeting.

Organization

The Committee’s membership, the chairperson, the call and conduct of Committee
meetings, the preparation of Committee minutes, and the Committee’s other activities
shall be appointed, conducted and accomplished in accordance with applicable
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provisions of the Bylaws and the Principles of Effective Governance adopted by the
Board of Commissioners.

System-Wide Integration

To enhance the financial performance of the District and assure conformance to
established budgets the finance committee will monitor the financial performance of the
district with respect to the operating budget established by the district.

The Finance Committee may initiate inquiries and make suggestions for improvement to
the executive team of the District and the District Administrator.

The Finance Committee will conduct ongoing reviews of the following key areas:

Balance Sheet

Statement of Operations (P&L)
Accounts Receivable
Accounts Payable

Capital Expenditures
Contracts

Cash flow

NouokrwhE

To further enhance the quality integration of the system, the Finance Committee shall
monitor performance against the established operating budget and serve as a champion
of issues concerning financial performance to the board of directors and its other
committees.

Reports

The Finance Committee shall make reports to the board of directors on its activities and
findings no less than quarterly.

Role of the Finance Committee Chairman

Process owner of finance process of the Quality Team

Ensures consistency of budget process

Performs analysis of financial data

Identifies data trends and makes recommendations to other process owners
Provides guidance to process improvement teams

Maintains financial reports

Prepares monthly report to Commissioners of the District

Chairs monthly Finance Committee Meeting

N~ WONE

Standard Agenda

The standard agenda provides a recommendation of structure for the chairman to
follow. Reports may not be presented for all agenda items at each meeting. However
every meeting shall be documented. Each agenda item should be designated in one of
the following ways; Presentation, Discussion or Decision.
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The standard agenda for the Committee shall include the following:

Review & Approve Minutes

Staffing update

Accounts Receivable Review

Statement of Operations Variance Analysis Review
Budget Forecast (quarterly)

Balance Sheet & Treasurer Reconciliation

Cash Flow

Grant Activity

. Capital Expenditures, Asset Management & Facility Issues Update
10.Levy Funding

11.Contract Review

12.New Business

©CoNoOrwWNE

Rules

The Finance Committee is delegated authority to develop and administer policy of the
district effecting financial performance and budget planning activities. Final approval for
such policy shall rest with the Administrator of the district.

Recommended size: 7

Quorum requirement:4

Meeting schedule: Monthly

Staff support: Chair & Accountant
Guests: Upon Invitation

arwnE

Documentation Sources (examples, not limited to)

Annual Budget

Balance Sheet

Statement of Operations (P&L)
Statement of Cash Flow
Variance Analysis Report

arwnE
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2010 - 2011
Financial Strategic
Assessment Summary

18 Areas of Influence Reviewed...

Medical Home Concept

Medical Home Reimbursement Pilot
Accountable Care Organizations (ACOSs)
Merger with Larger Health System
Capital Planning

Statutory Debt Ceiling

Commercial Lines of Business

Electronic Health Record (EHR)
Reimbursement

Nursing Home Sustainability

Medical Home Concept

A concept that facilitates partnerships between
individual patients & there provider team.

Personal Physician (Medical Provider)
Physician Directed Medical Practice
Whole Person Orientation

Care is Coordinated & Integrated
Quality & Safety are Hallmarks
Enhanced Access

Payment Recognizes the Value Added

National Committee for Quality Assurance (NCQA)
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Purpose

The assessment was Funded by Washington
State Office of Rural Health — Flex Grant
Grants were provided to support facilities that
are most vulnerable

Our proposal

— Develop a comprehensive economic assessment

— To better inform strategic planning & operational
decision making

18 Areas of Influence Reviewed...

Service Line Expansion (CT, MRI, Therapies)
Community Health Center Model (FQHC)
Expansion of Clinic Services

Economic Impact of Windmills

Physician Supervision Rules

Missing Charge Opportunities

Small Rural Hospital Strategies

Other Items

Management Letter Comments

Medical Home Concept

e Concerns

— Could contribute to over-staffing based on
traditional care models

— Requires complete commitment to Medical Home
practice principles

— Information and communication intensive

— Requires re-thinking how care is delivered

— Reimbursement mechanisms are lagging




Medical Home Concept

Recommendations...
Need to be conscious of limited resources
Mindful of the tradeoff between improved
care and cost
Any further continuation of Health Home
concept should be budget neutral
Expansion of Health Home services should
be preceded by cost-benefit analysis

Medical Home Reimbursement Pilot

State of Washington is implementing a Medical
Home reimbursement pilot project with the
support of several payers.

The goal of the pilot is to partially shift payment
from the current fee for service model toward
payment for improved outcomes. Through
reduction of preventable emergency room
visits and hospitalizations.

Medical Home Reimbursement Pilot

Recommendations...

¢ The program does not appear to benefit the
district the way it is structured

¢ Continue to monitor the development of these
reimbursement models for potential future
adoption

Where we are...

¢ Continue work on Health Home forming the
foundation for any future reimbursement
model

¢ Participate in CAH Network ACO project

Medical Home Concept

Where we are...

Migrating to medical home concept for over 5
years

Participated in a number of collaborative
Understanding and practice of the basic
principles

Working on embedding the principles in our
practice

Implementing Health Home Strategic Plan as
core strategy

Medical Home Reimbursement Pilot

Concerns...
Program would pay a capitated enhancement
of $2.50 PMPM limited to the participating
payers
The number of eligible enrollees is limited

The program has a requirement of at least
5000 covered lives to participate

Incentives are not really designed for cost-
based providers such as GCHD

Minimum requirements = increased cost

Accountable Care Organizations (ACOs)

An organization of healthcare providers that
agrees to be accountable for the quality, cost
and overall care of Medicare beneficiaries
who are enrolled in the traditional fee-for-
service program who are assigned to it.

- Centers for Medicare and Medicaid Services

Medicare believes by making entities
accountable for cost & quality the Medicare
program will experience significant decrease
in cost which in turn they can share savings
with providers.




Accountable Care Organizations (ACOSs) Accountable Care Organizations (ACOs)

Concerns... Where we are...
Uncertainty if organizations will be required to  Participating in Rural ACO development effort
participate with Critical Access Hospital Network
Uncertainty regarding performance metrics — The ACO must protect our rural health systems
Jeopardy of current payment methods (CAH) from threats to sustainability and assure we are
Structure of ioint ventures must be equitable able to continue to meet the needs of our local

ucture of joint ventures mu a8 communities
Recommendations.... — The ACO must support improved quality and
Too early to tell facilitate coordinated transitions in care throughout

Skeptical about benefit to the district due to limited the_ health PRI _ _
number of eligible enrollees in area  Continue with Health Home implementation

Continue to monitor development of ACOs efforts

Merger with Larger Health System Merger with Larger Health System

Concerns...

Many small health systems consider mergers Experience dictates little satisfaction with
with larger systems as a means of gaining these relationships

greater stability, creating economies of scale, May have to give up some local autonomy

leveraging management talent and gaining

. Could contract for management services but
access to capital.

not likely to be an attractive candidate due to
our small margins and small service area

Sharing resources can lead to competing
interests between facilities

Merger with Larger Health System Merger with Larger Health System

Recommendations... Where we are...
« Continue to consider shared service » Management has considered merger in the past but

arrangements on a case-by-case basis NEVTS e écuve'y TSV o
T . Engaged in CAH Network, RHQN, and Associations;
¢ Access to capital is best achieved through tax these relationships have provided reliable access to

levy initiatives shared resources and knowledge

¢ Continue to promote referral relationships Tax levy strategy is difficult but has been reasonably
(swing-bed program) that contribute to reliable source of capital for specific initiatives
sustained use of service but are cost neutral Could benefit from more marketing of SB

ACO development may influence the future

« Consider revenue enhancement programs 8 - p LU
relationship of the district with larger urban systems

carefully against cost reporting implications
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Capital Plan

Financial capital is necessary for repair and
replacement of facilities and equipment.
Healthcare systems and equipment are highly
specialized and very costly to purchase and
maintain. The district must have a reliable
source of capital and a specific plan for both
routine replacement and purchase of capital
assets; facilities and equipment.

Capital Plan

Recommendations...

« Limited competitive environment for core
services provided by the district may not
require complex acquisitions

Cost allocation tool should be used for all
purchases

Expense as much as possible and depreciate
as quickly as possible

Capital Plan

Concerns...

« District has limited resources and aging
infrastructure
Capital items are prioritized according to
need and routinely utilized past the common
“useful life” of the asset
Need for significant investment in EHR

Eventual need for facility replacement must
be determined

Capital Plan

Where we are...

Targeted levy strategy for capital projects has
worked in recent years

Significant number of projects completed or
nearing completion

Accumulating small reserve for CR&R

Have developed a capital planning document

— Need to expand our effort to include sources and
uses

Develop a comprehensive capital investment
strategy (Facilities, EHR & Equipment)

— Need to develop capital strategy and
communicate it to stakeholders

Statutory Debt Ceiling

Statutory Debt Ceiling

The Washington State Constitution imposes
debt limitations on municipalities. The debt
capacity is based the assessed valuation of
all property in the hospital district.

Concerns...

« Community is very sensitive to levy needs
and high per capita tax rate due to small
population and relatively low property values

Recommendations...

e Suggest the district leave a cushion of at least
half a million dollars

» Estimate the financial impact of windmill
development on the tax basis

Currently the district has non-voted debt
capacity of approximately $1M and total debt
capacity of just under $5M.

120 of 259



Statutory Debt Ceiling

Where we are...

« District can petition voters to allow temporary
increase in levy rate

County wide aggregate can not exceed
statutory limits

Total levy rates for the county are close to
statutory limits

Windmill development will add to the tax
basis without a lid lift

Special levy or UTGO bonds may provide
additional sources of funds

Commercial Lines of Business

Concerns...

« Commercial lines of business offer the
greatest opportunity to produce contribution
margins.

¢ Limited discounting

« Few commercial product offerings in the
service area

« High fixed cost of operation means little
opportunity for discounting

Electronic Health Record Reimbursement

Hospitals must "possess" electronic health
record technology certified against all 24

meaningful use objectives, and "demonstrate"

meaningful use of 19 objectives in order to
qualify for Medicare and Medicaid incentive
payments and avoid future payment
penalties.
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Commercial Lines of Business

Healthcare organizations only receive direct

payment for services from a small percentage
of clients. For GCHD this number is less than
7%.

Typically payment for services is contracted

with a third party including government and
commercial payers. Government sources
represent nearly 68% of our business.
Approximately 25% of business is from
commercial sources.

Commercial Lines of Business

Recommendations...

Continue to limit discounting to commercial carriers
Negotiate contracts carefully be very aware of the
needs of the local market

Recognize the strength the district has in being the
local provider

Where we are...

Need to have a better assessment of local
commercial utilization

Need to focus on earning loyalty of these
commercially insured individuals

Electronic Health Record Reimbursement

Concerns...

The district may adopt a certified EHR system
and certify any year from 2011 to 2015

The district must achieve meaningful use by
2013 or risk loosing reimbursement
progressively up to 1%

The process of acquiring and adopting new
technology is very time intensive and
demanding of resources




Electronic Health Record Reimbursement

Recommendations...
« Cost related to implementation will be reimbursable

« Work with vendor to incorporate as much of the
acquisition cost as possible into the purchase price

* Move quickly toward adoption

Where we are...
Joined the WIREC for technical assistance
Hired Network Administrator
Identifying members of the implementation team

Considering the alternatives; Healthland, Soapware
or other product

Nursing Home Sustainability

Concerns...
Volumes — smaller nursing homes have difficulty due
to higher fixed cost of operating
Payor mix — nearly 60% Medicaid
Reimbursement gap — the cost per day for a LTC
resident is $270, Medicaid pays less than $150. This
results in a loss of $432,000 per year
The district must subsidize the nursing home in order
to sustain the service
A reduction in capacity would have to be significant in
order to realize any tangible savings

Nursing Home Sustainability

Where we are...

« Expanded use of swing-beds to improve
utilization of space

Work session with staff with emphasis on
appropriate swing-bed utilization

Improved hiring and retention results to limit
staffing cost and use of agency

Closely manage variable operating expenses

Maintain rate increases annually to avoid
growth in loss margin
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Nursing Home Sustainability

Over the years the hospital district has visited
the issue of nursing home sustainability on a
number of occasions. Although
reimbursement for services does not meet
the cost of providing this service, nursing
home services are perceived to be important
to the community and utilization of the
nursing home remains strong.

Nursing Home Sustainability

Recommendations...

Keep the nursing home full to minimize
losses due to underutilized capacity

Always utilize skilled Swing-beds for
Medicare certified stays

Consider a special levy targeted solely to
subsidize the nursing home

Conduct a market rate analysis to determine
if charges are sufficient

Conduct an efficiency analysis to determine if
we can/should change our approach to care

Service Line Expansion

Hospitals and healthcare systems can
sometimes increase revenue by adding new
lines of service. This is true only if the cost of
adding the service is less than the net
revenue generated by the service.

This “traditional” formula is not necessarily the
same for facilities that receive cost-based
reimbursement. The addition of any service
line needs to be carefully evaluated against
the expected Payor mix for the service to
determine its potential net contribution to
profitability.




Service Line Expansion

Concerns...

« Small population in the service area makes it
unlikely to attract new business

« Small population also makes sustainability of
some specialty services less likely

« Volumes would have to be significant for
some services to cover the higher fixed cost
of the service

Community Health Center Model (FQHC)

A federally qualified health center (FQHC) is a type of
provider defined by the Medicare and Medicaid
statutes. FQHCs include all organizations receiving
grants under Section 330 of the Public Health Service
Alclt< certain tribal organizations, and FQHC Look-
Alikes.

FQHCs must provide primary care services for all age
groups. FQHCs must provide preventive health
services on site or by arrangement with another
provider. Other requirements that must be provided
directly by an FQHC or by arrangement with another
provider include: dental services, mental health and
substance abuse services, transportation services
necessary for adequate patient care, hospital and
specialty care

Community Health Center Model (FQHC)

Recommendations...

¢ Considering conversion to an FQHC is not in
the best interests of the District

» Cost-based reimbursement model for the
hospital contributes to sustainability at this
time FQHC would jeopardize the hospital

Where we are...
« Remove this option from consideration
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Service Line Expansion

Recommendations...

* Interview provider staff and look at referral
patterns to determine potential for new
services

Where we are...

* We have had a number of discussions on the
merits of adding new imaging services (CT)

We have had some discussion about using
the Pataha House to accommodate visiting
specialists

We have added some diagnostic services

Community Health Center Model (FQHC)

Concerns...
e FQHC reimbursement is less than RHC

» Would require reorganization of District Board
to accommodate FQHC

» FQCH received grant funding that requires
costly annual federal audits

» Grant revenue available for FQHC is not likely
to offset the additional cost associated with
operating under this model

Expansion of Clinic Services

Hospitals and clinics are paid differently for
providing similar services. Depending on the
procedure the reimbursement for the service
may be greater (or less) when the service is
provided in the hospital and not the clinic.




Expansion of Clinic Services

Concerns...

Currently some Rural Health Clinic Services may not
be billed properly

The service experience may be impacted by a
change

Patients may have certain expectations related to
where services are delivered and may be discontent
if referred to another location for service

Providers have an expectation to be able to provide
services in one encounter when appropriate

The logistics of referring patients to another location
could be difficult if not planned properly

Expansion of Clinic Services

Where we are...

Conducted an analysis of charges and met
with a cross functional team to discuss

Have agreed to refer some appropriate
procedures and injection therapies to hospital
Discussing the development of a procedure
room at the hospital to accommodate these
services

Economic Impact of Windmills

Concerns...

Tax proceeds lag behind new construction.
As new windmills come on line they will be
added to the tax rolls

The state establishes the valuation as of
January 1 each year for collection the
following April

Most significant valuation will come on line
January 1, 2012 for collection later that year
Difficult to determine the exact revenue to the
district because it may fluctuate
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Expansion of Clinic Services

Recommendations...

» Evaluate charge capture protocol to assure
proper charge capture

» Conduct revenue and billing analysis

» Determine what services should be
performed at the hospital

 Consider the cost-benefit of retrofitting the
house to accommodate clinic services and
the potential revenue which is limited solely to
the value of rental income at this point

Economic Impact of Windmills

Garfield County is expecting significant wind
farm development over the course of the next
few years. Windmill development is likely to
increase the net property valuation of the
county. Real property values are utilized to
calculate the tax revenue to the district. An
increase in valuation is expected to increase
net tax proceeds retained by the district.

Economic Impact of Windmills

Recommendations...

» Based on the experience of Columbia County
we could reasonably expect net tax proceeds
to the District of as much as $40,000

Where we are...

* We have met with officials from PSE. The
turbines in Garfield County are larger and
more expensive, adding to the net valuation

» Tax levy in 2012 for collection in 2013 would
spread greater burden to the windmill project




Physician Supervision Rules Physician Supervision Rules

Concerns...

CMS proposed stricter physician supervision * Could significantly impact the ability of the

policies which threaten the availability of hospital to provide therapeutic services that
outpatient services, particularly in rural areas. require physician supervision

The original rule would have made it nearly . .
impossible for rural hospitals with limited * Restricts the movement of on-call providers
physician coverage to meet the standard. from off campus
With a strong lobbying effort by the Recommendations...
association and members CMS loosened its « Continue to work with the state and national
expectations and agreed to review the rule in associations to lobby for legislative and
e @etmlilg, JEe, regulatory fix

Physician Supervision Rules Missing Charge Opportunities

Where we are... The hospital relies on a timely, accurate and
« The final rule makes several significant changes: effective charge capture process in order to
— The moratorium on critical access hospital enforcement of P
services provided by critical access hospitals has been generate revenue for the district. AIthOUgh
ﬁxlen_ld?d tqtﬁaiggdarfyear 2b01dl and now includes all rural we are |arge|y funded through cost-based
ospitals wi or fewer beds. .
CMS will establish in the CY2012 an independent review relmbur$ement’ charge Capture assures_ UEY
procefgs to determine the appropriate supervision level for we receive revenues as quickly as possible
specific services. g .
All reference to physical location is removed from the CMS’ for cost-based payors and that we get pald
definition of “Direct Supervision”. In cases of direct for non-cost-based payors such as
supervision the attending physician or non physician A 3 A
provider will need to meet the requirements of being commercial and self pay clients.
“immediately available”. In cases of pulmonary or cardiac
rehabilitation, the direct supervision must be provided by a
physician.

Missing Charge Opportunities Small Rural Hospital Strategies

Concerns... Efficiency, efficiency, efficiency
¢ Some concern that we are not meeting our Payor mix and use of the “tool”

charge capture goals Attention to reimbursement trends
Recommendations... Only provide services the community will use

¢ Undertake chargemaster and/or coding Build cash reserves
review

Where we are...

« Although the last charge capture process was
very effective it may be time to audit these
processes again

Limit use of contract employees (agency)
Utilize providers for ER coverage

Break even with operational revenue
Watch your step
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Other ltems

¢ Director of Nursing (DNS) change in cost
reporting standards

¢ Evaluate the fragmenting of Administrative
and General cost on the cost report

Thank you

126 of 259

Management Letter Comments

Skilled nursing patients should be seen in
skilled swing-beds

Medicare cross over bad debts

When agency staff is necessary utilize in
Acute Department

Time studies for emergency room provider
coverage

Maintain Rural Health Clinic Productivity
Standard

10



Wigfli LLP

12 East Rowan
Suite 2

Spokane, WA 99207
509.489.4524

fax 509 4834682

wwwwipfli.com

August 30, 2010

Andrew Craigie, Administrator
Garfield County Memorial Hospital
N. 66" Sixth St.

Pomeroy, WA 99347

Dear Andrew:

Following is an executive summary of our recommendations developed from our meetings last week
and further investigation into issues raised.

Medical Home Concept

The Medical Home is commonly defined as "an approach to providing comprehensive primary care... that
facilitates partnerships between individual patients, and their personal Providers, and when approgpriate,
the patient’s family” . Other characteristics of a Medical home may include more preventative screenings,
more patient education, and better access to care through the use of expanded clinic hours and
expanded access to providers.

The goal of the medical home concept is to improve the patient care experience, provide more
preventative care, increase communication and or contact with the patient, and by doing so, increase
the qualify of care and reduce medical errors or other inefficiencies.

This concept has been around for years and has been implemented in some form by the hospital. While
the model is recognized for improving patient outcomes over time and potentially reducing overall
health cost by reducing admissions over a number of years, often the model results in inefficient
practices, such as the over-staffing of practicioners, over-staffing of patient care coordinators and social
workers, over-staffing of health care workers in general to accommodate patient needs in general, and
the increase in administrative staff needed to accommodate these. Complete acceptance of a medical
home model requires a commitment to the use of clinical decisions support tools, performance
measurement, information technology, and additional quality improvement measures, all of which
require additional investments in capital or human resources. The additional costs can become so much
that the leading primary care physician organizations in the United States jointly agreed that payment
methodologies must recognize the additional procedures adopted by Medical home organizations..a
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move we believe was due to recognizing the immediate cost increases incurred by Medical home
organizations while adopting the practice.

We have seen the concept practiced before and recommend the District implement a version of this
model that is as close to budget neutral as possible. We remind the District that it does have limited
resources and it should not trade its limited resources now for exceptional levels of care that might
increase patient satisfaction over the long run. Unless the level of care at the hospital or the clinic has
been identified as being poor or substandard, we do not believe any further advance into the medical
home model is warranted without performing cost-benefit analysis.

Medical Home Reimbursement Pilot

The State of Washington has recently announced a new pilot payment program for providers that adopt
the medical home concept, of which the hospital District has already done in limited forms.

“The primary goal of this pilot is to partially shift payment from the current fee for service model towards
payment for improved outcomes.” Through the reduction of preventable visits to the emergency room
and admissions to the hospital. Indications are that the plan wili pay the providers an additional $2.50
PMPM for its assigned members for three years, which is attractive. However, without a precise count of
the potential members that the hospital District would be assigned, we cannot estimate the amount the
District would receive if it were allowed to join the pilot program. It is unlikely that it would be more
than the current County population of 2250-2500 and likely that it would be less than that amount. The
maximum the hospital District would receive would be $75,000 the first year, and $54,000 per year for
future years, and likely much less than that because not alf of the population in the County would be
eligible for the program.

In addition, there are extensive reporting requirements and a requirement that the participant maintain a
minimum of four provider FTEs at ali times. While the hospital District currently exceeds a four FTE
provider average, the pilot requires four provider FTE's at all times, which may be cost prohibitive and
difficult to maintain for the hospital. It is likely that maintaining a minimum of four FTEs would require
the District to add well over $50,000-$100,000 per year in payroll expenses.

Despite the fact that the District has already embraced many of the Medical home concepts and may
have the infrastructure in place to meet many of the pilot program requirements, we believe more
assurances and financial information is needed before recommending the District attempt to participate
in the program. At this time, it does not appear to be financially beneficial to the District. However, we
do recommend the District maintain involvement in the program and process for future opportunities.
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Accountable Care Organizations (ACOs)

The ACO model has been discussed for years, but the concept will be implemented in some form by
CMS due to its inclusion in the recent health care reform act.

Per a recent CMS Q&A available onling, CMS defined an ACO as:

*An Accountable Care Organization, also called an "ACO" for short, is an organization of health
care providers that agrees to be accountable for the quality, cost, and overall care of Medicare
beneficiaries who are enrolled in the traditional fee-for-service program who are assigned to it.”

The theory behind ACO's is that, by making providers and entities accountable for their costs and quality,
the Medicare program will experience a significant decrease in the cost of patient care. Whether or not
this occurs remains to be seen. The initial step CMS is taking with this program is to ailow entities to
form ACOs and then CMS promises to share the savings generated with them.

However, at this time, there are two many unanswered questions regarding ACC's, including:

Whether or not entities will be required to participate in ACO's designated by CMS.
Whether the ACO program will require adjustment to or abandonment of a provider's current
reimbursement system (CAH, etc.). Although early indications are that CMS will not require this, the
program is still under development.
What are the exact quality measurement criteria?
What is the exact methodology for determining cost savings?
Although the ACO concept has received fimited acceptance by the FTC, a potential problem with
successful entity collaboration is that competing entities may be required to share sensitive
operational data with one another. How far can independent businesses go in forming and
successfully operating these joint ventures?
The investments required to achieve the quality and cost savings. It is known the CMS will require the
provider(s):

“Have defined processes to (a) promote evidenced-based medicine, (b) report the necessary data
to evaluate quality and cost measures (this could incorporate requirements of other programs,
such as the Physician Quality Reporting Initiative (PQRI), Electronic Prescribing (eRx), and
Electronic Health Records (EHR), and (c) coordinate care *

Therefore, we believe the CMS model to too early in its development to form concrete
recommendations. Also, we are skeptical regarding the financial benefit the hospital could achieve

through devoting significant resources to this program, considering the pool of beneficiaries in the
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hospital District. We recommend the facility continue to monitor the development of the ACOs. Keep in
mind that the hospital is heavily cost based reimbursed. Any reductions in costs will reduce

reimbursement from the cost-based payors.

Meraina with a larger health system or other partnership arrangement

In conjunction with the ACO question, we were had asked whether or not merging with a larger health
system or other partnership arrangement would be advantageous to the hospital.

With regard to the ACO, we believe it is too early in its implementation to make a good
recommendation regarding this.

With regard to the formal management agreement arrangements (with either management companies or
management arrangements with larger regional medical centers), we have seen very few rural hospitais
find this arrangement work on their behalf.

With regard to shared services arrangements or arrangements to perform limited services for another
hospitat or group (such as CFO, CEQ, CNO, [T servicers, specialty providers etc.) we recommend the
District review these on a case-by-case basis. An example of this is the rural health quality network, to
which the hospital already belongs.

Entering into relationships with larger health systems may offer enhanced opportunities for access to
capital (such as access to larger purchasing groups or lower interest rates for debt), we question if
Garfield has such capital requirements as to whether or not there would be a material or noticeable
difference with regard to pricing. Keep in mind that the hospital already has access to capital at very low
rates through the LTGO and GO bonding process.

Recently, there has been an effort by some larger PPS hospitals to contract with small critical access
hospitals to be a referral source for skilled nursing care. The large hospital would discharge its Medicare
inpatients as soon as possible to a CAH's skilled nursing care environment. The large PPS hospital would
keep all of their DRG payment and the CAH would receive cost based reimbursement. While this
arrangement work well for the large hospital because they receive the same payment if the patient was
in the hospital 2 days of 7 days, the CAH would receive full cost based reimbursement +1%. This means
the maximum margin the CAH would receive is 1%, which is minimal and may not be worth the
additional efforts, staffing, liability, etc. We question the logic of such arrangement. While arrangements
can be made between hospitals to reserve beds for an agreed upon amount of revenue over and above
the reimbursement received by a hospital, there are cost reporting implications to consider beyond the
revenue received. If Garfield is approached by another provider to enter into such an arrangement, we

recommend it consider this.
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Capital Plan

We make the following recommendations regarding a capital plan:

Due to the hospital having limited resources, items should be prioritized according to need only. We do
not anticipate the facility having the ability to capture significant market share from other hospitals, so
large investments in capital for the purposes of providing additional services beyond the current scope of
services (e.g. investing in CT or MRI or other equipment) should be only done after high priority needs
are addressed first.

ltems should be purchased with cost-based reimbursement in mind. The facility should utilize the “tool”
(see Attachment A) for such purposes. The tool allows a facility to strategically plan which departments
may be better candidates for receiving newer equipment. The typically hypothetical example would be
acute care and nursing home. If the hospital needed to replace equipment that both departments have
and utilize, which department should receive the new piece of equipment? A review of the tool
indicates acute care is the better choice because it has the higher cost reimbursement percentage.

ltems should be expensed if justifiable under the hospital's capitalization policy or depreciated as quickly
as possible using the shortest useful life allowable under AHA guidelines. On large projects involving
many types of assets, the hospital could work with the construction company to componentized the
accounting of the project so that assets and their related costs a identified separately and therefore can
have different (often shorter) useful lives assigned to them.

If the District finds it self with excess cash that it knows it will need to use for projects later, we
recommend the District set up board authorized funded depreciation accounts where the interest earned
on the funds are non-offset against allowable costs on the annual cost reports.

Following is a list of high priority, high priced capital items we are knowledgeable about and our
commentary regarding them:

The acute care space and other portions of the hospital wilt likely need to be replaced within ten
years due to the hospital buildings’ advanced age. Repair or significant remodeling options
would be counter productive mainly because of the advance aged of the hospital building
structure and the significant amounts of repairs needed to meet new hospital construction code
standards and the limited “grandfather” options availabie to the District under the current building
codes. The only viable solution would be a construction addition and/or remodel of current
space that is not considered part of the old hospital building.
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The electronic medical record initiative (EMR) ~ This is addressed further in this document. We
encourage the hospital to take advantage of the funding allowed under the health care reform
bill by the regulatory deadline (September 30, 2014). It is anticipated that the hospital will
receive funding for a significant portion of the EMR software cost as well as training or other
costs as well, depending on how the purchase agreement is structured and what the final CMS
rules regarding EMR reimbursement are. Compliance by the deadline is critical because the
hospital wilt receive significant funding for the software. If the deadline is not met, it will not
receive any funding. Also, long term compliance is critical because other hospitals and health
care providers will eventually be compliant a short time period after the deadiine (likely two to
three years) and, without an EMR system, a hospital would find it more and more difficult to
effectively conduct patient care.

Nursing home building remodel ~ We do know the nursing home building requires some roofing
repairs and other repairs. We remind the hospital that the depreciation on the nursing home
building roof is cost based reimbursed and the nursing home will receive additional
reimbursement over the years the roofing project is being depreciated. If the project is financed,
the nursing home will receive some reimbursement for the interest expense, but possibly not full
cost reimbursement.

Statutory debt ceiling

The Washington State Constitution imposes debt limitations on municipalities. The current constitutional
debt ceiling for the hospital District is as foilows:

District
Assessed
Property Percentage Debt
Value (2010) Limit Celling
Non-voted  $ 213,492,053 0.0075 % 1,601,000
TJotal debt $ 213,492,053 0.025 % 5,337,000

The Debt ceiling does take accounts payable into consideration. Assuming an average total current
liabifities balance of $600,000, the District could issue leases and/or LTGO bonds and/or incur
mortgages totaling approximately $1,000,000 and could issue G.O. bonds totaling 4.7 million. We
however, recommend the District always leave itself a cushion of at least a half & million dollars to
minimize the possibility of going over the limit.
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We also draw the readers attention to the section titled “Impact of new windmill project on District and
levy §ift” later in this report. It is anticipated that the District assessed property value will increase

substantially over the next five years and this would raise the District debt ceiling.

Commercial lines of business

We were specifically asked for a recommendation as to where the “sweet spot” would be for discounts
to commercial insurers. In other words, if commercial insurers were offer a contract to the hospital
District with a discount (i.e. they desire to pay 85% of charges instead of 100% of charges), you were
wondering at what level does it become too low to accept the contract. The District recognizes that
commercial insurer's payments represent a place where the hospital District has an opportunity to make
its margin.

A review of your contractual adjustments as a percentage of patient service revenue for the past couple

' of years indicates an average between 5%-15% write off. The facility has struggled to make consistent
profitable years with these write offs, which suggest a “sweet spot” of 100% of charges is probably the
District's best bet. In other words, do not accept any discounted contracts from commercial insurers.
We believe that once the District shares its average charges for commonly used services such as clinic,
emergency room , and the related ancillary services, commercial insurers will see your rates are far
below what they pay to other hospitals and therefore, signing a contract for 100% of charges is of little
risk to them financially.

Without detailed market information, we cannot tell the District the risk of losing business to other
hospitals as a result of refusing to sign commercial contracts with a discount. However, due to the
limited commercial volumes the District does have (less than $500,000 per year), and the long distances
to the nearest hospitals, we believe such a risk is minimal to the faciiity.

Electronic Health Record reimbursement

Based on the most current cost report, it appears the hospital District will receive 100% of funding for
EHR software. In fact, the calculation suggests the hospital would receive 114% of funding, but the
health care act prevents the efigible entity from receiving more than 100% of the cost of the software.
This calculation is attached as Attachment B.

Payment from CMS will be made to the hospital when the hospital demonstrates "meaningful use” of an
electronic medical records system. The definition of “meaningful use” has been clarified in recent weeks
by CMS and we are reviewing the requirements. An in-depth discussion of the requirements is best
done elsewhere. This is more of an issue for the vendor to work through.
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The answer to your question regarding whether or not the reimbursement wili cover the cost of clinic
and nursing home EHR and related installation is yes. For the purposes of EHR, the clinic and nursing
home would be considered departments of the hospital and therefore, the costs of the system installation
will be includable with the hospital's costs.

Based on the regulations at this point and the preparedness of the vendors, we believe its reasonable to
expect CMS reimbursement within six months of installation and successful certification, assuming the
facility does not have unforeseen other issues with the electronic medical records transition.

We recommend the hospital work with the vendor to identify as much costs as possible that can be
incorporated into the purchase price. Without specific guidance from CMS regarding exactly what costs
will be considered to be reimbursable, it is in the hospitals best interest to negotiate these terms into the
purchase prices. For example, while it is generally agreed upon that the cost of software and related
direct installation costs will be reimbursable, there is some questions regarding:

1. Costs to convert existing paper medical records

2. Costs of training new personnel to use the system (while some basic training is usually always
provided, extensive on-going training programs are usually considered maintenance costs and
wiil not likely be reimbursed).

We recommend the hospital not only pursue installation in an expedient manner, but also keep in mind
that the EMR deadline does not have an extension or definitions as to what is considered to be “meeting
the deadline”. Therefore, there is the possibility that, as the deadline approaches, more and more
hospitals that waited until the end may find themselves having installed a system, but ineligible for
reimbursement because CMS cannot process the application by the deadline.

Nursina home sustainability

There have been several discussions over the years regarding nursing home sustainability and several
options have been raised, which we will address in a little bit more detail below.

Challenges of nursing home economics

The main financial challenges the hospital faces with regard to the nursing home are as follows:

Volumes ~ Many nursing homes less than 40 beds have difficulty generating enough revenue to
cover direct and overhead expenses. Memory manor has 20 beds, which would make it
extraordinarily difficult. A review of the nursing home cost report indicates approximately half of
the cost related to providing nursing home care is related to direct nursing cost and the other
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