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RoaD MAP FOR ToDAY’s DisCcUSSION

I I OUTPATIENT IMAGING CENTERS OF EXCELLENCE
I II OUTPATIENT WOUND CARE CENTERS OF EXCELLENCE

I III REeTAIL-BASED HEALTH CLINICS OF EXCELLENCE

I I V FREESTANDING CATH LAB CENTERS OF EXCELLENCE
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ESTABLISHING INVESTMENT PRIORITIES

What is the Best New Business Opportunity for Hospitals?
n=199

26%
24%

Imaging

Urgent Care,/Retail
Physician JVs

ASCs

Oncology

Robotic Surgery
Neurology
Cardiovascular
Qutpatient Services
Wound Care
Bariafrics

01

Mapping the Opportunity

Open J:
~ Freestanding
(ath Labs
Market ) Retail-Based
Opportunity &e  Cinics
Wound Care
: Centers
Saturated | Maging
Status N Highly
Quo Disruption Disruptive
Factor

02

Source: Bank of America, “Health Care Facilities,” Equities Research, July 2007; Marketing and Planning Leadership Council interviews and analysis.
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Outpatient Imaging Centers of Excellence

I. OUuTPATIENT IMAGING CENTERS OF EXCELLENCE

« State of the Outpatient Imaging Market
« Optimal Facility Strategy

 Hallmarks of Excellence

1
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Emerging Outpatient Opportunities

STATE OF THE OUTPATIENT IMAGING MARKET

Total Contribution Profit, Billions
Hospital-Based Outpatient Services, 2007

X & X & X & & &
§F & & s &9
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S &« 3
& 2§
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Outpatient Annual Volume Change Contribution Profit Foregone to Competition
2007-2012 2012
9% , 513] M $62 M . 5858 M
8% $466 M -_
a MRI Nudlear (T MRI Nuclear Total
I Hospitols M Non-Hospital Providers I Hospitals I Non-Hospital Providers
04 05

Source: Innovations Center Futures Database; IMV Medical Information Division, Inc., MRI and CT Benchmark Reports, 2006; Marketing and Planning Leadership Council interviews and analysis.
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Outpatient Imaging Centers of Excellence

New Centers Opening Despite Soft Volumes

Imaging Centers Continue to Grow

5760 6,037 _(2114

® @

a3 5168 40

G—

0
2001 2003 2004 2005 2006 2007

06

1. Deficit Reduction Act (DRA) signed into law
February 2006

2. DRA effective January 2007

Hospitals Remaining Solidly Outpaced

Change in National Provider Base
2001-2007

Period
6,414 (B) (;‘:';2/"
4,908 —
4922 (®) L 0.3%
4159
2001 2007

== [jagnostic Imaging Centers  ==@=Hospitals

08

Average Weekly Volume
Freestanding Imaging Centers
a MRI
60 59 49 60 61 59
2005 2006 2007 2005 2006 2007
Year Year

07

Source: Verispan, “2007 Diagnostic Imaging Center Market Report”; Marketing and Planning Leadership Council inferviews and analysis.



Emerging Outpatient Opportunities

Types of Imaging Providers Perceived as a Threat
Percent of Surveyed Hospitals
n=143

0,
T7% 75% 8% T7%

Hospital Hospital ~ Physician ~ Physician
Radiology ~ Imaging Imaging Offices
Departments  Centers Centers

Good News for Hospitals

Host of Forces Benefiting Hospitals

 Physician Fee Schedule e . ST N
iy D M -« Significant revenue at risk for non-profit hospitals with high Medicare mix
I%mml Payment Cap Medicore T : l . Closure of marginal fucilites reduces market compeifion

Reduction in outpatient scan volumes for all imaging providers
Penetration of precertification programs likely to exceed 70% by 2010

éPrecerTificuﬁon progrums§ 0 ll ll
gforudvuncedimuging 95k

hospital volumes

l l « Any movement to control self-referral would be an unquestionable boon for
Few payers enacting policies to crack down on self-referral in meangingful way

éln-office imaging 0 TT
restrictions 2

T T Strongly Moderately l T Mixed Moderately l l Strongly
10 Positive Effect Positive Effect Effects Negative Effect Negative Effect

Source: Imaging Performance Partnership National Marketing Survey, April 2008; Marketing and Planning Leadership Council interviews and analysis.
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Penetration of Precerfification
Commercial Payer Market

2005 2007 2010 (£)

QDD

I Not Under Precertification

B Under Precertification
1

Stark Revisions on Hold (For Now)

Anti-Markup

v
Under-Arrangement X
X
X

®
(2)
(@) PerClick Leasin
g

(4) Sharing

Percentage-Based
® (Compensation X
(6) Stand in the Shoes X

12

PFS FiNAL RULE 1IN BRIEF

+ The one noteworthy provision adopted in the final
rule is the anti-markup clause

+ It prevents physicians contracting interpretation
services from charging CMS a professional
component greater than their cost

+ Anti-markup also applies to the technical component
when the procedure is performed at an offsite location

« This latter provision makes certain ownership
arrangements less attractive for physicians with a
sizable Medicare population

+ Physician cannot “mark up” the technical fee to CMS;
they must charge cost

Source: Marketing and Planning Leadership Council inferviews and analysis.

Outpatient Imaging Centers of Excellence

PRrROVISION DESCRIPTIONS

1. Anti-Markup—Imaging services conducted at off-site,
physician-owned locations are now considered as services
purchased from the site technologists. Physician group cannot bill
professional or technical fees greater than cost of interpretation
or offsite staff respectively.

2. Under-Arrangement—Expanded definition of “entity.”
Referring radiology group included with the hospital as
claim-presenting “entity,” bringing radiologist financial
interest with referring group under scope of Stark.

3. Per-Click Leasing—Prohibited pre-click leasing and
payment to physician for procedures referred by the
physician.

4. Sharing—IDFTs prohibited from subleasing operations
or sharing space, equipment, and staff with another
individual or organization.

5. Percentage-Based Compensation—Redefinition

of “set in advance” compensation. Percentage-based
compensation only allowed for revenue resulting directly
from services performed by physician in person.

6. Stand in the Shoes—Where one entity owns or controls
another entity, Stark rules expanded to treat compensation by
parent entity. Parent entity “stand in the shoes” of child entity.
Indirect financial relationships with physician groups and
hospitals, through physicians and clinics respectively, prohibited.
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Outpatient Imaging Market in Flux

1. In early 2008, two leading freestanding imaging center
operators, CDI and RCW, merge their Puget Sound
operations for a combined eight center operation.

2. In mid 2006, Los Angeles-based RadNet acquires
Radiologix for $208 million acquirng 106 centers.

3. After recovering from chapter 11 bankruptcy, Insight
Health sold six southern California centers to RadNet.

4. System was approached by physician group looking to
sell their imaging business to the system. The system is
intentionally delaying the decision.

5. Fifteen-hospital system was approached by a
multispecialty physician practice looking to sell their
imaging business to the system.

6. Large system, previously lacking an outpatient imaging
presence, recently began acquiring underperforming
imaging centers in saturated markets

7. Three-hospital academic medical center was
approached by two physician groups looking to sell their
PET centers to the system.

8. HCA, operating 96 freestanding imaging centers across
the nation, added 29 outpatient facilities to support
their outpatient growth strategy.

9. A private equity firm purchases HealthSouth
Corporation’s 53 freestanding imaging centers to form
Diagnostic Health Corporation. The new entity will
operate across 20 states.

10. Academic medical center was approached by two
physician groups looking to sell their PET centers.

11. In late 2007, Novant Health, a health system lacking
an outpatient imaging presence, acquired MedQuest
and its 92 freestanding imaging centers operating in a
five-state region

Source: Marketing and Planning Leadership Council inferviews and analysis.
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Outpatient Imaging Centers of Excellence

Three Strategies to Those Seeking Buyers

Purchase and Re-Open

14

Hospital purchases freestanding o Logical strategy if imaging center is affliated with o
© imaging services and re-opens the  large physician practice and steady referral stream

center under hospital management -« Must ensure likelihood of referral confinuance under
© new management

Hospital purchases imaging cenfer ~ © « Strategy best if imaging center not optimally placed for
- and moves services/equipmentfoa :  outpatient volume growth and sustained capture '

gew |°tc°"°"; dloses E";]g'"g cetl]rf_er -« IDTF location may risk reimbursement frade-off
. doors o remove market compefifion et hosital placement

¢ Hospital refuses imaging center  « Opfimal strategy if hospital holds technology advantage :
: purchase, decides instead to © overimaging center or referral sources not affliated
© outcompete unfil the freestonding ~ with freestanding center

facity closes ts doors in submission o Works best when imaging center already in debt/just

opened its doors

IMAGING CENTERS SEEKING BUYERS

+ Market saturation and dwindling reimbursement
post-DRA forcing many freestanding imaging centers
to re-evaluate business prospects and seek potential
hospital buyers to minimize losses

+ Hospitals may decide to purchase private imaging
centers to remove market competition when
significant OP volumes are at stake

Source: Marketing and Planning Leadership Council inferviews and analysis.
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Key Wildcards When Considering a Purchase
@® @ ©)
Question of Obsolescence Risk ~ Long-Term Sustainahility
Balance o

& 0
@ ® ®

Market Legislative Loss of Self-Referral

15 Compeition Changes Incentive

: 1. Question of Balance i« Does the current mix of modalities offer a i Multimodality centers are best suited o manage
: : comprehensive suife of imaging services? ¢ fluctuating patient demand across several services and
avoid operating losses

o Are there modalities within the imaging center that
¢ might cannibalize the volumes of another?

£ 3. Long-Term Sustainability | « Does the imaging center derive a significant o Selfreferring physician practices more likely to sustain
5 © proportion of ifs referrals from a small nucleus of ~ : current business model than IDTFs
icans? : e . .
; physicians? : » Independent facilities ot risk of losing volumes if nearby
o ls the center locafed in an area likely o see strong ~ : hospifals and other referral sources leave the market

patient demand in the future?

£ 5. Legislative Changes ¢« Are any existing modalities af the imaging center ~  « Multimodality centers are better equipped to navigate
: at risk for reimbursement cuts or further utilization ¢ through annual reimbursement changes than are single
regulations? : modality centers that rely solely on the revenue fortunes

of one imaging platform

Is o substantial portion of the business plan (i.e.,
joint ventures) reliant on existing regulations that are i « Joint venture models with non-radiologists are likely to
vulnerable to future rule-making? ¢ come under increased scrutiny in near term

Source:  Marketing and Planning Leadership Council inferviews and analysis.
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OUuTPATIENT FACILITY MODELS

Determining Optimal Facility Strategy

-
Fﬁ ][

“Ambulatory” Imaging Freestanding Imaging Center

Department

|mi>000)

Product Line Qutpost Medical Office Building Imaging Suite

16

Outpatient Imaging Centers of Excellence

1. “Ambulatory” Imaging Department

Separate ambulatory imaging department exists within
hospital as a virtual space separate from other imaging
services to maintain benefits of dedicated space, brand

2. Freestanding Imaging Center

Being freestanding allows center to reach new patient
populations and relieve inpatient campus; versatile
model for moving beyond heavy competition or market
saturation

3. Product Line Outpost

Outpost focuses on niche services either within one service
line or across service lines with common comorbidities;
allows differentiation within saturated markets

4. Medical Office Building Imaging Suite

MOB suite combines lucrative imaging modalities with
convenience for physicians, patients; benefits from
healthplex principles of collocation

MODEL #1— “AMBULATORY IMAGING DEPARTMENT

Co-Located Center Captures On-Campus Efficiencies

17

KEy FEATURES

« Separate entrances/hallways for outpatients, inpatients
and emergency patients

« Four-floor, 121,000 SF facility contiguous with
existing hospital space

« All modalities in cores or pods, with preferred rooms for
inpatients and outpatients, respectively

« Worked with architects to separate inpatient and
outpatient flow

Source: Marketing and Planning Leadership Council inferviews and analysis.

CASE IN BRIEF—CEDARS-SINATI MEDICAL
CENTER

+ 950-bed hospital located in Los Angeles

+ Dedicated to consolidate inpatient, outpatient and
emergency radiology in facility contiguous to hospital

+ Single facility allows Cedars-Sinai to provide an
outpatient experience while at the same time fielding
all inpatient and emergency orders with the same
equipment

+ 95 percent of referrals originate with 2,000 person
medical staff
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MoDEL #2—FREESTANDING IMAGING CENTER

Key Benefits
[ ]
@ @ |ml ¥ mom
Capacity Access Growth
Decompresses capacity  Improved convenience  Strategically located
at hospital as outpatients ~ through location and ~ centers establish
triaged fo dedicated parking; potential o presence in
cenfers; potential for improve availability  valuable markets;
greater efficiency with of appointments potential fo capture
outpatients separated greater outpatient
market share
18

MobpEeL #3—Probpuct LINE OUTPOST

Service Line-Oriented Strategy
A ﬁ?ﬂﬁﬁﬁ?gm ;%
= = General Dmgnosﬂc Center

Dedicated Breust Center

Cancer 0th0 edic Cardiac

Imaging Center Imuglng (enter Imaging Center

Cuncer wmrhopedlc j Cardiac

M General Diagnostic Imaging

CASE IN BRIEF—CHASE NORTHERN'

+ 600-bed tertiary care center in the South with 12 total
imaging sites, including 5 major outpatient imaging
centers

+ Outpatient imaging strategy is to open service
line-oriented centers adjacent to potential referring
physician offices

Source: Marketing and Planning Leadership Council inferviews and analysis.

Cancer Imaging Center

« CT, MRI, PET/CT, SPECT, US

+ Cancer imaging center part of larger ambulatory care
pavillion that also services general diagonostic exams

Orthopedic imaging Center

* MRI, US, X-Ray, CT, SPECT

* Full service orthopedic imaging center that has a steady
stream of dedicated volumes and backfills general
diagnostic exams

Cardiac Imaging Center

* CT, MRI, PET, SPECT

* Opened as cardiac dedicated facility, but didn’t have the
volumes to support scanner; now majority are general
diagnostic

Dedicated Breast Center
« Screening and dignostic mammography, breast
ultrasound

General Diagnostic Center
« Full service imaging suite offering all major modalities
and routine exams

! Pseudonym
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Outpatient Imaging Centers of Excellence

Hub and Spoke Specialized Imaging Centers

Breast Imaging Services at Gamaliel Regional'

) =
il i
ﬂ& - Five fellowshipjtruined
breast radiologists
J ) o Ultrasound
%ﬂ} o Biopsy
y o Aurora breast MRI
ﬂlh « Diagnostic mammography
20

« Digital screening mammography distributed in 11
community sites

*+ More advanced breast imaging procedures funneled to
centralized breast imaging program

CASE IN BRIEF—GAMALIEL REGIONAL!
+ 600-bed medical center in the Midwest

+ To provide environment in which Gamaliel’s few,

mammography-subspecialized radiologists could be
more efficient, medical center moved all diagnostic
breast procedures to the main campus, concentrating
radiologists’ responsibilities in one location

+ Centralization of diagnostic procedures was

complemented with decentralization of screening
procedures across several locations, including several
imaging centers which improved access, convenience
for routine mammograms

+ Given the deployment of digital mammography,

mammography-subspecialized radiologists can read
screening exams at main campus, allowing them to
remain available for advanced, diagnostic procedures

Lessons in Branding Ingenuity

Pediatrics o Locate close to family outpatient dlinics/facilities « Pediatric imaging centers likely to require o dedicated
[ 4 = Open facilties with few market competitors offering non- - anesthesiology feam for MRI and possibly CT
- radiating modalities like MRI, US -« Medicaid reimbursement for children often underwhelming
-+ Best for facilities with large local pediatric population without : « Radiation a primary concern for pediatric populations with

access to dedicated pediatric care facilities in close proximity

heightened risk of induced cancer

capture outpatient referrals

imaging center

surgery program to offer follow-up care

Musculoskeletal | « Locate close to sports medicine clinic or urgent care centerto  « Monitor ongoing reimbursement climate for common
o Partner with orthopedic group to open dedicated outpatient

« Strategy best for facilities with comprehensive orthopedic

referral modalities like MRI; already negatively impacted
by the DRA

« MRI the most common single-modality freestanding center
type; market saturation likely and necessitates service
differentiator

Radiology inferventional radiology services

interventional oncology services

physician turf battles

Source: Marketing and Planning Leadership Council inferviews and analysis.

Interventional  + lease clinic space for routine screening or cosmetic

« Open a multi-specialty practice facility for heart/vascular or -+« Most feasibility considerations include volume of

i - Best bet for health systems with physician champions

invested in driving utilization and preventing potential

. Investment not likely to be as capital intensive compared
© 1o other niche strategic options

expectations, type of tables

« Robust credentialing program needed for multi-specialty
¢ nature of interventional radiology

! Pseudonym

11
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I A Single Modality Cornerstone
MR-Centric Cardiovascular Imaging Center at Portsmouth’

CASE IN BRIEF—PORTSMOUTH!

Heart Center Floorplan

+ 750-bed, not-for-profit academic medical center,
located in the Southeast

+ Cardiovascular Imaging Center opened in May 2006
with dedicated 1.5 T MR scanner; shared 64-slice CT
scanner is located in main radiology department

+ Program staff typically provide seven to eight cardiac
MR scans and two to four CCTA scans per day

+ Time to complete MR scans decreased by 35 percent
after transition to the dedicated facility because of
operational efficiencies

22 + Facility includes joint reading room for collaborative

reading process that includes both radiologists and
1. Dedicated MR scanner cardiologists
2. Joint Reading room

3. Corridor to CT scanner in radiology department

Niche Investments Increasingly Strategic

) - :
High No-Brainers : Eventual “Must-Haves”
leslce (T |
| 1.5 MRI Tomosynthesis
|
Premium Ulhrasound |
|
Advanced Visualization | 0
Software I 64slice (T PACS
Incementd | o
Capacit
apadty FFDM : 3TMRI 256-slice (T
| A
(R Mammography : Dual-Source (T
|
SpECT /(T 64-slice PET/CT
| .
CR¥ray DReray : 64-slice SPECT/CT PET/MR
| 7T MRI
Low Core Investments : High-Risk Niche Investments

L High
o Capital Requirements Y

23

Source: Marketing and Planning Leadership Council inferviews and analysis. ! Pseudonym
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Outpatient Imaging Centers of Excellence

MobpEL #4—MEDICAL OFFICE BUILDING IMAGING SUITE

Hoping to Stem Self-Referral

o Mommography — |
o MRI

. (I

o Nuclear Medicine

« DEXA

« Ultrasound

24

Strategic Objectives

« Programs in competitive markets seeking to lock in
imaging referrals from high-volume specialists or large

groups of general practitioners

* Preemptive move to prevent physicians from purchasing
own equipment

Strategic Objectives

Strategic Risks

* DRA set to expire in 2012
* Modest volumes for high-end equipment

* Physician groups may still include ownership of imaging
in long-term strategic plans

Strategic Risks

Outpatient Facility Models

“Ambulatory” Imaging

Improves on convenience of centralized
department while limiting redundancy

« Persistent disadvantages to hospital-based imaging

services such as lack of parking, convenience

Imaging Center

Department -« Pofential strategy for high-volume, landlocked Requires significant square footage to offset from main -
institutions in saturated outpatient markets hospital, segment inpatient and outpatient groups
» Still the most convenient model for providing Increasingly risky proposition for saturated markets
Freestanding outpatient imaging with entrenched outpatient providers

Financial outlook for imaging centers typically
positive on balance

Increased scrutiny of structural quality for standalone
imaging centers

Specialized centers a potential strategy for
capturing large percentage of key patient

Risk of center being too specialized, resulting in limited
attractiveness to other demographics, patient segments

Building Imaging Svite

Product Line Outpost groups T
N . Some models such as cardiac imaging centers have
-« Allows institutions to target potentially . o -
’ high bar for achieving sufficient ROI
underserved populations
: IPJSI?:?]T;(;" l?":gg:m’lg H]our;lkzzslﬁlzll(:ﬁem Requires critical mass of referring physicians in order to
Medical Office ang g achieve reasonable ROI

specialists or large general practitioner groups

Preemptive move to prevent specialists from
purchasing own equipement

No guarantee physicians will not pursue own scanners
in the long term

25

Source: Marketing and Planning Leadership Council inferviews and analysis.

13
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HALLMARKS OF EXCELLENCE

Imaging Center Hallmarks of Excellence

A4

® @

Ready Access Ease of Scheduling

H =7
€)

Attention to Patient Safisfaction  Targeted Physician Marketing

26

1. Ready Access
Ensuring sufficient capacity to see patients in timely
fashion critical to center success

2. Ease of Scheduling
Streamlining scheduling procedures frees operational
capacity, allows steady flow of patients to center

3. Attention to Patient Satisfaction

Role of service coordinator, reducing patient wait time,
and improving amenities all aid in improving patient
experience

4. Targeted Physician Marketing

Focusing on priority physicians with quick report
turnaround and dedicated liaisons help lock in referral
streams

HALLMARK #1—READY ACCESS

Non-Hospital Centers Offer More Available Capacity

Annual Average (Ts per Machine Unutilized Capacity
8,527
. 4,237
200+ Bed  Non-Hospital 200+Bed  Non-Hospital
Hospitals  Imaging Cenfers Hospifals  Imaging Centers

27

ASSUMPTIONS

Hospitals

+ 200-bed hospitals or greater

+ 24,600 scans per site per year

+ 2 CTs per site

+ Operates 12.2. hours per weekday, 10.1 hours
per weekend

+ 3 scans per hour

+ Operates 52 weeks per year

+ Numbers include inpatient, outpatient, and
ED patients

Non-Hospital Freestanding Imaging Centers
* 3,370 scans per site per year
+ 1.1 CTs per site
+ Operates 9.1 hours per weekday, 1.3 hours
per weekend
* 3 scans per hour
+ Operates 52 weeks per year

Source: Verispan, “Diagnostic Imaging Center Market Report,” 2006; Marketing and Planning Leadership Council interviews and analysis.
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Thin Line Between Productivity and Loss

100%
90%
(apacity 80%
70%

60%%

Benchmarking (T Capacity

28

Step 1:
Determine
Patient
Volume

Step 3:
* Defermine
. Utilization

(T Volumes

Losing
Volumes

Red Zone
Sweet

_| Spot

Breathing
Room

Imaging Modality Utilization Worksheet

Outpatient Imaging Centers of Excellence

Utilization

1]+ [2]

86%

90%

90%

73%

Number of 30,000 8,000 46,800 33,000 20,000
Procedures
I':”.‘e"“'e‘ per 149 17 125 1,08 1.05
atfient
[1] Current Volume 20,134 6,383 37440 30,555 19048

48%

29

Greater than 80% utilization suggests compression

Source:  Marketing and Planning Leadership Council inferviews and analysis.
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16 Emerging Outpatient Opportunities

Hospital Capacity Options

e _--  (apacity
0o ® -
mm . o MY

/\

Option #1—0Open Access Option #2—Maximized Capacity

o Additional scanners purchased ~ Scanners operated at or near
well before capacity maximum capacity to optimize ROI
maximized

« New scanners purchased only
after all inferim practices to add
capacity exhausted

o Capacity “buftfer zone”

ensures customer access
30

Map Capacity Goals to Market Reality

Open access model superior in competitive markets

High ...............................................................................................................
N @ @
"View from the Top "Potential Arms Race
Ma,kef ............................................................................................................
Share ® @
“Lost at Sea” "Desperate Measures
L S — e
Low Competitor Capacity ——> High

31

Source: Marketing and Planning Leadership Council inferviews and analysis.

. “View from o
the Top”

Best scenario for hospitals, as

it likely means they've already
fought off (successfully) several
competitive threats

May be vulnerable to competitors
entering areas where current

customers travel greater distances to :

hospital’s imaging facilities

Risk complacency;
- best tactic to :
- manage capacity
“aggressively and
ensure short 5
gbucklogs, keeping

- vulnerability ot bay

2"Potential .
Arms
Race”

Difficult to determine what
percentage of hospital imaging
growth due to overall market
increases versus successfully
outdueling competitors

At a minimum, hospitals should
focus on capturing “fair share” of
incremental market growth

- Increasingly
vigilant regarding
- compefitor acfivity,
“mofching them
- one for one

- on workhorse
 technologies

3'Lostat .
. Sea”

Low competitors” capacity likely
means hospital surrounded by
imaging centers, with not enough
volume to go around

Increasing hospital market share
likely to come at the expense of
competitors; gains may prove
limited

‘Hold the ineon ¢
- purchasing, instead
- direct attention

‘foseviceand
improved access fo
“existing capacity

:4."Desperate
© Measures” :

Arguably worst scenario for
hospitals, as any volume gains to
come at expense of competitors,
most likely through wild strategems
and acrimonious struggles

Hospitals “standing down” t

competition potentially Ieavmg much

on the table; competing for volume
- keep momentum

arisky (and costly) move

- No choice butgo
above and beyond
- on service; should
- volumes and

- share grow, add

- machines well

- before typical

- benchmarks to

Aueduwro)) preog AI0SIAPY oY, 80070 « (IESELT
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Outpatient Imaging Centers of Excellence

HALLMARK #2—FEASE OF SCHEDULING

Distributing Patient Volumes

1. Physician office calls to schedule patient appointment

Centralized Scheduling Process 2. Schedulers book appointments for all modalities, facili-
. . - ties
Physician Centralized Distributed
Office Schedulers (are

EEEah
H=e=
‘|EEEE
EEEE]

/N
?

32

. Patient name, DOB, insurance plan identified in
database

2. Requested tests, ordering physician name selected

3. Preferred location specified

Last Name: Herman Task:

First Name: Z " S s . . .

b0 272771955 i 4. Rules engine prompts series of questions to ensure
proper exam selection

5. Preferred time, day selected

. Final selection made, free text comments added

Appointment

ST . Itinerary handed to patient with directions, exam prep

Source: Marketing and Planning Leadership Council inferviews and analysis.
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18 Emerging Outpatient Opportunities

HALLMARK #3—ATTENTION TO PATIENT SATISFACTION

Phone Surveys
+ Calls percentage of patients to evaluate service
experience

Patient Letters
* Responds to patient letter, thanks patient feedback,
explains course of corrective action if appropriate

Root Cause Analysis
« Facilitates meetings to understand cause of recurring
% Mﬂ' . service problems
Phone Patient Root Patient Patient Rounding
Surveys Letters CﬂUse_ Rounding « Visits waiting room in morning, proactively speaks
Analysis with patients to field questions

34

Center Environment an Important Consideration

Examples of Environmental Improvements

o (alculate average wait time and  « Improve patient gowns,
clearly communicate to patient especially women’s services
Reception and Waiting Areas Scanning Areas « Keep patients informed of any -« Warm tones, floral photography
delays; if patients wait for over help create calming environment
® E’ ”ll('"u.ﬁls'r reﬁepltlor)lstts ngurld « Natural light filtered into exam
fj fc Wifh fechnologists abou room can reduce feelings of
ey - dloustrophobio

-« Provide refreshments, such as
- coffee and cookies fo patients,
family in waiting room; consider
- providing health-conscious foods : = Color-coded modality-specific
35 . ..+ wist bands provided for patients
L Escort patients from the waiting scheduled for muliple sxams. |

fo0m fo the approprite room for - provide visual cue for techs to
§ their procedure orscan - ensure patients do not miss o
-« Place an intemef kiosk in waiting - fest
¢ room f

« Visual artwork incorporated info
ceiling tiles above technology

-« Ensure patient privacy using
- sound proof doors and walls

Source: Marketing and Planning Leadership Council inferviews and analysis.
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Outpatient Imaging Centers of Excellence

ki

©)

Uncover “hidden
service lapses

—
=
=

@

Develop imaging-
specific patient survey

il

®

Prepare for
price inquiries

"

Appoint service quality
representatives

Hardwire service
ethic with scorecard

o Select existing staff members for role

o Assign responsibility for tracking, resolving all
patient issues

1. Appoint
service quality
representatives

« (Carve out role as partial FTE from

marketing or nursing to minimize cost

« Ensure representative demonstrates

proactive, compassionate nature

« Require quarterly reports, dashboard on
patient service data

Minimizing importance, scope of
positions

Failure to gain staff buy-in to
support representative’s efforts

3. Uncover “hidden” + Determine whether to outsource mystery shop -« Conduct shopping exercise quarterly

service lapses -« Develop comprehensive list of metrics

« Select a competitive shop to benchmark

against local market

Lack of objective, quantitative
metrics

Failure to recognize potentially
biased view of internal mystery
shopper

o Set up centralized phone number for all price
requests

« Develop pricing flyer for distribution to referring
physician offices, patients

« Train hospital staff to collect appropriate
information and explain quote

5. Prepare for price
inquiries

« Prioritize quality of customer service as

well as accuracy of price quote

Failure to communicate existence
of centralized pricing resource fo
physicians, patients

Decreased quote accuracy due to
limited list of required data

Source: Marketing and Planning Leadership Council inferviews and analysis.
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20 Emerging Outpatient Opportunities

AD IN BRIEF—NEBRASKA MEDICAL CENTER
Message of Technological Sophistication
S L AS

+ 735-bed academic medical center in Omaha,
Nebraska

+ Launches campaign in both Spanish and English to
promote hospital brand, position itself as the regional
referral center

+ Uses radiology image to convey technological
advancement of hospital

. Excellence of radiology department is an implicit
message of ad

NEBRASKA MEDICAL CENTER
~

37 2. Image communicates high degree of technological
sophistication at hospital

AD IN BRIEF—PRINCE WiLLiAM HosPITAL
+ 210-bed hospital in Manassas, Virginia

+ Brands radiology department and other integrated
services as best-in-class

+ The competitor, a nearby diagnostic lab, exited
market within one year of initiation of marketing

campaign
MEET THE BEST FILM R
CRITICS INTOWN 1. Two thumbs up reinforces theme
2. Full chest x-ray grabs viewer’s attention
H
3. Creative slogan boasts the best “film” in town
38 . .o e
4. Emphasizes that hospital is the only facility in market

with fully integrated equipment, services on-site

HALLMARK #4—TARGETED PHYSICIAN MARKETING

Minority of Hospitals Have Imaging Marketing Plan

Hospitals with Radiology Marketing Plan
n=145

Annual
Plan

No Plan
Less-than-
Annual Plan

39

Source: Nebraska Medical Center, Omaha, NE; Healthcare Advertising Review, January/February 2004: 7; Prince William Hospital, Manassas, VA; HealthCare Advertising Review, March/April 2001: 13; Imaging Performance
Partnership Marketing Survey 2008; Marketing and Planning Leadership Council interviews and analysis.
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Outpatient Imaging Centers of Excellence 21

Outreach focused on physicians accounting for 80% of
Source of Imaging Referrals imaging referral volumes
"~ Referral Volume

Patient Self-
Referred

75=90% Physicion | Referring Physicians

Referred %

80%

40

- OUTREACH STRATEGY
Four Blocs of Physician Referrers 1

. . Loyalists
Percentage Scans Referred to Hospital " Visit twice monthly
®  Focus on tproblem resolution, education of new services,
catering to special needs
@ Loyalists 0 Optimists . 5;;112/” 205 rely too heavily on small group of loyalists

>80% 51-80% « Strength of relationship enables capture of candid
feedback

[ ]
ﬁﬂ} ﬁ 2. Optimists

. o » Visi
@Skephcs (@)Pessimists st monthly . . . )
* Quality of service typical tipping point to increase

10-50% <10% referrals
+ Inconsistencies in service can cause care migration
« Significant opportunity to garner intelligence from
physician surveys
3. Skeptics
« Visit quarterly

« Vital to differentiate services from competition to garner
greater market share

* May divide referrals based on inflexible conditions (i.e.
patients’ insurance); market cautiously

41

4. Pessimists
+ Contact twice per year

« Focus on education of offerings (subspecialty expertise,
patient amenities)

« Little volume to lose, however poor experiences may
taint other relationships

Source: Imaging Performance Partnership Marketing Survey, 2008; Marketing and Planning Leadership Council interviews and analysis.
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Make Physician Service Excellence Top Priority

Physician Service Promise

SERVICE
Report
Delivery

Outpatient
Care
Coordinator

Call Results

Appointment
Availability

On Time
Appointments

Access

SERVICE PROMISE

Milhous Health promises to provide the following level of service for
outpatients scheduled for CT, PET-CT and non-sedation MRI:

PROMISE

Reports will be available online or faxed within the next business
day (Monday-Friday) of completion of the exam. (Exclusions:
Breast MRI, 3D Post Procedures, Virtual CT Colonography)

A single point of contact is available at each Milhous Health
campus to handle physician requests and their patient needs and
will work with the Imaging Services team on all patient needs
including scheduling, registration and pre-certification.

Milhous Health will call results when requested by the ordering
physician or when deemed appropriate based on interpretive
findings within one hour of the dictated results during normal
business hours.

Patients will be offered same day or next day appointments.
Best efforts will be made to accommodate the location and time
requested by the patient. (Exclusions: Milhous and providers
using MedSolutions—Cigna and Great West will require pre-
certification prior to the exam)

Patients will be seen within 15 minutes of their appointment time.

Convenient parking and complementary valet services (where
available) during peak hours for all outpatient imaging services.

42

+ Designated liaison provides single point of contact for

all requests

« Patient outcomes reported to referring physicians within

one hour

*+ Guarantees 15 minutes or less waiting time for any

patient

Source: Marketing and Planning Leadership Council inferviews and analysis.

+ Seven-hospital system in the Northeast

physicians

CASE IN BRIEF—Mi1LHOUS HEALTH SYSTEM®

Sent service promise letter to highest volume referring

+ Promise involves restrictions on patient wait time,

pledge to deliver results within an hour of a procedure

+ 15%—17% referral volume growth from targeted

physicians attributed to service promise

+ Track how often they meet or fail to meet service

promise and report to physicians monthly

! Pseudonym

- €SELT
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Outpatient Imaging Centers of Excellence

Defining the Ideal Physician Marketer

43

Key Job Duties

~» (Channel physician complaints to appropriate administrators, including non-imaging related issues

Quulny Control

« Ensure hospital, radiologist service standards are met within and outside hospital

o (ollect and analyze referral and exam data to identify opportunities for volume growth, market expansion
Admlmsiruhve Duties
« Brief radiology director on outreach efforts, including logging of physician-office visits and service issues

o Maintain in-depth knowledge of customer needs and radiology technologies, market trends, new services

Sk|||s Development
P « Understand evolving compliance, regulatory, and technical issues

Source:  Marketing and Planning Leadership Council inferviews and analysis.
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Maximizing Physician Liaison Effectiveness

Key Implementation Steps

i o
® @ ®

Select strong (lose knowledge gaps Provide financial
sales talent through training incentives

£ et Ged
@ ® ©®

Refine Physician Focus sales strategy ~ Systemize resolution
Survey on richest opportunities of flashpoints

n

4

1. Select strong sales talent o |deal candidate possesses both sales orientation : « Assumption that clinical experience trumps sales
o Alter job description language, keywords to and aptitude for understanding, communicating background
increase attractiveness of posifion fo sales- clinical information « Failure to indude resus focused questions,
oriented candidofe probe for detail interviews
« Craft interview questions that extract
evidence of sales skills, personality

Tie incentives to strategic goals; adjust quarterly « Failure to align bonus structure with staff

- 3. Provide financial incentives
: motivational factors

« Determine appropriafe growth mefris Measure pre/post-incentive referral volume to

« Match bonus structure to liaison model, level | assess effectiveness of bonus structure
of staff “salesiness” §

5. Focus sales strategy on richest opportunities o Focus primarily on “at risk” physicians with o Executing hoilerplate strategy across all
+ Gather physician referral volume, revenues - volume loss greater than 50% . physicians
inteligence -« Look af confribution profit, nof jusf volumes, by « Focusing efforts foo heavly on recovering
« Segment physicians by opportunity potential :  physician - “goners” rather than preventing them

o Craft individualized communication strategy « Conduct data analysis on monthly basis

Source: Marketing and Planning Leadership Council inferviews and analysis.
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Outpatient Imaging Centers of Excellence 25

Outpatient Imaging Center Evaluation

Ten Diagnostic Questions

« Are there under-represented imaging modalities within our market?
« Have we reached capacity on our existing imaging modalities?
Market : :
Considerations : « Are we losing imaging patient volumes to competing hospitals, freestanding centers, P
and,/or physician groups? : :
« Are there acquisition opportunities for existing competitor imaging facilities? - -
Physician « Are there physicians we can attract through niche imaging services in freestanding centers? _ _
Considerations -+ Mre legal changes requiring us to find new alignment models with our physicians?
« Do we have a centralized scheduling process? S S
Operationdl ~ * Do we believe certain patient amenities are worth additional capital investment? - -
Considerations « Do we know our top referring physicians and prioritize our marketing efforts to this group?
« Do we have a dedicated physician liaison to ensure we are meeting the needs of referring physicians?
45

- deSELT
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Source: Marketing and Planning Leadership Council inferviews and analysis.
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Outpatient Wound Care Centers of Excellence

II. OuTPATIENT WOUND CARE CENTERS OF EXCELLENCE

o Clinical Overview
+ Expanding Market Opportunity
« Financial Outlook

« Opportunities for Excellence

27



28 Emerging Outpatient Opportunities

CLINICAL OVERVIEW

I The World of Chronic Non-Healing Wounds

Common Wounds

|

Diabetic Wounds @ N

46

Wound Care’s Procedural Playbook

Treatments for Chronic Wounds

Ny —= &
@

Evaluation and Surgical
Management Debridement

® ©

Vascular Compression Hyperbaric
Ultrasound Therapy Oxygen Therapy

Negative Pressure
Debridement

Source: Marketing and Planning Leadership Council inferviews and analysis.

1. Peripheral Vascular Disease
Obstruction of the peripheral arteries leads to decreased
blood flow, tissue breakdown and insufficient circulation

2. Surgical Wound Breakdowns

Incisions from major surgery fail to heal due to various
possible complications from other chronic underlying
etiologies

3. Diabetic Wounds

Decreased flood flow, neuropathy of lower limbs leads
to unnoticed wounds with insufficient blood supply to
facilitate healing

4. Pressure Ulcers

Consistent pressure on area of skin leads to reduced blood
supply, causing breakdown; most common in patients
confined to wheelchairs, beds for prolonged periods

5. Venous Stasis Disease
Results from failure of venous valves, leading to backed up
blood, seepage into tissues, tissue breakdown

Other Types of Wounds

* Chemical wounds

« Spinal injury wounds

* Brown recluse spider bites
* Necrotizing infections

1. Evaluation and Management
Determine wound etiology, establish treatment protocol,
follow up care with patient

2. Surgical Debridement
Remove dead tissue to induce blood flow, promote healing

3. Negative Pressure Debridement
Remove dead tissue using negative pressure to promote
healing performed with a wound VAC'

4. Vascular Ultrasound

Establish vascular etiology to appropriately address
underlying causes

5. Compression Therapy

Multi-layer wrap/Unna Boot gives consistent, graduated
pressure to limbs

6. Hyperbaric Oxygen Therapy
Pure oxygen at high pressure fights infection, induces
wound healing

! Vacuum Assisted Closure

- €SELT
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Outpatient Wound Care Centers of Excellence

Defining Excellence in Wound Care

Typical Progression Wound Care Excellence
S > CH
Establish Underlying Follow Appropriate Track Healing

Etiology Protocols Rates

%é }‘“M —

Patient sees PCP  Patient sent home  Possible Limb
Wound cleaned, dressed ~ Wound fails fo heal Amputation

Send Pafient to Ensure Patient
Appropriate Specialist Follow Through
@ @

48 49

1. Establish Underlying Etiology

* Diabetic wounds

* Pressure ulcers

* Venous stasis disease

* Peripheral vascular disease

2. Send Patient to Appropriate Specialist
+ General surgery

« Vascular surgery

* Podiatry

« Infectious disease

3. Follow Appropriate Protocols

* Pressure off-loading

« Timely, frequent debridement

« Wound VAC' Treatment

4. Ensure Patient Follow Through

* Next visit scheduled

« Follow-up reminders

5. Track Healing Rates

« Establish protocol efficacy

« Improve methods to maximize healing

ExPANDING MARKET OPPORTUNITY

Approximately 11.2% of diabetic wounds lead to
Patients with Most Common Wounds by Etiology amputations at cost of around $45,000 per patient

7w 03M T

M
IM
Venous Stasis  Diabetic Pressure Other Total
Ulcers Wounds Ulcers Wounds
50
Source: Wu SC, “Foot Ulcers in the Diabetic Patient, Prevention and Treatment,” Vascular Health Risk Management, 2007, 3:65—76; National Healing, “Wound Care Services, 1 Vacoum Assisted Closure

an Opportunity for Hospitals,” available at: http://jobfunctions.bnet.com/abstract.aspx?docid=122322, accessed May 7, 2008; Marketing and Planning Leadership
Coundil interviews and analysis.
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Wound Care Patient Demographic Growing
In 2007 12.6% of population over age 65 and 21.6 million

Percentage of U.S. Population over 65 o individuals had diabetes.
/ o

1980 1990 2000 2010 2020 2030

Individuals in the U.S. with Diabetes
a7

51 2000 2010 2020 2030

Sample Wound Care Volume Calculator

Population within 20 miles of medical center 425,000

Percentage diabetics in local market 7%
Percentage of diabetic patients with ulcers 12%

Populuhon within 20 miles of medical center 425,000

Percenmge of population pressure ulcers

Percentuge of population with venous stasis ulcers

Eshmuted first year market penetration 5 5%

Estimated percentage of patients receiving HBOT'

52

Source: US Census Data; WHO Diabetes Programme; Marketing and Planning Leadership Council interviews and analysis. " Hyperbaric Oxygen Therapy
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Outpatient Wound Care Centers of Excellence

FiNaNcIAL OUTLOOK

Wound Offers Significant Financial Contribution

KEY ASSUMPTIONS
Outpatient Wound Care Center Net Present Value 9% discount rate, five-year time horizon
54,000,000 $3,684,535 + 16 billable encounters per patient
$3,000,000 + 12.5% of patients receiving 80 HBOT" sessions
$2,000,000 + Staffing costs include 35% benefits, 3% annual raise
$1,000,000 + $25,000 per year, maintenance costs
] + Construction, $305 per SF, 2,800 SF total
50 Z(MSO 300 350 400 450 500 « HBOT $300,000 for two monoplace chambers
(51,000,000 Number of Pafients in Year One + Extra equipment $78,000
53 + Annual marketing budget $15,000
+ Payer mix 67% Medicare
1. Breakeven reached at 239 patients in first year + Includes inpatient and ancillary downstream revenue

Profitable Ancillaries, Surgeries Resulting from Wound Volumes —

o Koy « Full metabolic panel o Level 4, 5
. — ¢ debridement
Q Radiology a CBC |
A o MR -« Hemoglobin AIC ~ +* Voscular surgery
- « Ultrasound o Wound culture~~~* Skin graft
Hﬂ Labs -« Bone scan + Amputations
Zp o Nodeormedcne
Care Center ﬂof,é,%
54
Source: Marketing and Planning Leadership Council inferviews and analysis. ' Hyperbaric Oxygen Therapy

7 Complete Blood Count

31
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Considering Third Party Assistance

Options in Wound Center Collaboration

)
MO0 000

) @

Center Implementation (enter Management

Y Ge
©) @

HBOT Management Equipment Leasing
55

KeYy THIRD PARTY PLAYERS

Diversified Clinical Services

» Based in Jacksonville, Florida

+ Currently manages almost 300 wound care programs
nationwide

+ Merged with Wound Care Centers Inc. (formerly
Curative) in 2006

National Healing

+ Based in Boca Raton, Florida

+ Currently manages 119 wound management programs
nationwide

+ Received JCAHO disease-specific certification in 2006

1. Center Implementation

« For one time fee, consultants aid hospital administrators
with center implementation

« Assist in all elements of planning, with or without
HBOT

« Ideal for hospitals lacking administrative support but
with strong physician support

2. Center Management

* Hospital either pays simple annual fee, or annual fee
plus additional per-patient fee

« Company manages entire wound center, HBOT program
if applicable including billing, management, data
tracking

« Viable option for hospitals without internal leadership
needed to operate center

3. HBOT Management

* Hospital pays either annual fee or per-patient fee for
management of HBOT" program

« Company responsible for all elements of HBOT

including staffing, management

Good for hospitals with strong clinical support but

without HBOT enthusiasm

4. Equipment Leasing

Hospital uses HBOT equipment under lease-to-own
arrangement, paying third party per-patient fee
Generally unfavorable, but potentially valuable for risk-
averse hospitals without adequate capital to purchase
HBOT alone

Hospital left in long-term arrangement without
ownership of equipment, decreased reimbursement

OPPORTUNITIES FOR EXCELLENCE

Opportunities for Excellence in Outpatient Wound Care

#2 #3

#1 #4
Offer Hyperbaric Optimize Recruit Cultivate Billing
Oxygen Therapy ~ Procedure Mix  Diverse Staff Expertise
#5 #6 #1
Size and Locate Leverage Maximize
s6 Appropriately Outpatient Expertise Referrals

Source: Marketing and Planning Leadership Council inferviews and analysis.

" Hyperbaric Oxygen Therapy
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Outpatient Wound Care Centers of Excellence

OPPORTUNITY #1—OFFER HYPERBARIC OXYGEN THERAPY

HBOT" as an Ancillary Wound Treatment

Wound Patients Who Would Benefit from HBOT

@ Yes

57

TecHNOLOGY IN BRIEF—HYPERBARIC OXYGEN
THERAPY

Patient placed in pressurized chamber that
compresses air at level of 2.5 times greater than
normal atmospheric pressure

Increased air pressure delivers greater amount of
oxygen to all body fluids

Increased oxygen at damaged tissue sites yields
increase in number of white blood cells

White blood cells help kill bacteria, reduce swelling,
and promote formation of new blood cells

Chronic, infected wounds heal more readily due to
greater number of white blood cells

Some lower extremity diabetic wounds

Acute peripheral arterial insufficiency

Necrotizing fasciitis

poisoning
Chronic refractory osteomyelitis .

Gas embolism

Osteoradionecrosis

Soft tissue
radionecrosis

L]

Acute carbon monoxide

Decompression illness

Common

o Actinomycosis

Experimental
o Acute traumatic o Lupus o (Chrohn’s disease
o Stroke o Traumatic brain injury

peripheral ischemia
o Crush injuries

Alzheimer’s disease o Sickle cell anemia
Autism

Snake bite

Cerebral palsy

Lyme disease .

Source: Marketing and Planning Leadership Council inferviews and analysis.

" Hyperbaric Oxygen Therapy
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Size Hyperbarics to Hospital Volumes

Comparing HBOT' Options

Patients Treated 1 2 t0 10 depending on model

Space Requirements 400-500 SF 4,000-10,000 SF

Constant patient attendance, evaluation by
technician

Lower initial investment

Ability to customize patient protocols

Multiple patients treated per session
Greater working oxygen pressure

Ability to manage patient complications more
actively

No risk of staff decompression sickness
No confinuous mask or hood required

Advantages

Source:  Marketing and Planning Leadership Council inferviews and analysis. ! Hyperbaric Oxygen Therapy
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Outpatient Wound Care Centers of Excellence

HBOT* Economics Still Strong

Reimbursement per Average HBOT Patient
Lucrative Despite Reimbursement Cuts

Medicare Reimbursement, per 30 minute session ,
$99.23 per sessions

$164.93
X 3 sessions
$90.19 1599.23 $297.69 per visit
1 X 25 visits
$7,442.25

2005 2006 2007 2008
59

1. CMS cuts reimbursement by 45%

Measuring HBOT’s Impact on the Bottom Line

KEY AsSSsuMPTIONS

Outpatient Wound Care Center Net Present Value 9% discount rate, five-year time horizon

HBOT + 16 billable encounters per patient
LG 53,684,535 * 12.5% of patients receiving 80 HBOT sessions
$3,000,000 + Commercial, adjusted Medicare rates based on
$2,000000 No HBOT national averages
Y 53,077,148 + Staffing costs include 35% benefits, 3% annual raise
1,000,000 + $25,000 per year, maintenance costs
50 300 400 500 + Construction, $305 per SF, 2,800 SF total

co il B et i i B + HBOT $300,000 for two monoplace chambers
+ Extra equipment $78,000

1. Breakeven with HBOT at 239 patients in year one * Annual marketing budget $15,000

2. Breakeven without HBOT reached at 242 patients in
year one + Includes inpatient and ancillary downstream revenue

+ Payer mix 67% Medicare

Source: Center for Medicare and Medicaid Services; Marketing and Planning Leadership Council interviews and analysis. ! Hyperbaric Oxygen Therapy
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HBOT" Yields Marketing Cachet

Hyberbarics Adding Prestige to Hospital Wound Program

ﬁsQAurom el Cara Albert Lea Medical Center
Miayo Healt: System
April 2008 April 2008

AURORA ST. LUKES ALBERT LEA MEDICAL
ADDS COUNTRY'S CENTER TO OFFER
SECOND LARGEST HYPERBARICS

HYPERBARIC CHAMBER

VA VNV 2 N VA VN2 VN

61

HBOT Clinical Value Still in Question

Amputation Rates for Patients with

Clinical Literature Inconclusive Diabetic Lower Extremity Wounds
—rr “Effective” “Not-Effective”
e sl Kalani et al., 2002 Abidida et al., 2002
Diseases
L > - | ; L > - |
0
Point: Hyberbaric Oxygen Counterpoint: Hyperbaric 33%
for Diabefic Foot Wounds Oxygen for Diabetic Foot
is Effective | ﬁ : Wounds is Not Effective
Rober . Bnes o ?é» ‘ AR Berendt 12% 12% 12%
—— | iy, N N
HBOT Non-HBOT HBOT Non-HBOT
62
Source: “Aurora St. Luke’s Medical Center Installs the Country’s Second-largest Hyperbaric Chamber,” available at: http://www.aurorahealthcare.org/aboutus/media /news/ ' Hyperbaric Oxygen Therapy

index.asp?AutoNumber=351, accessed May 15, 2008; “ALMC Now Offers Hyperbaric Medicine,” available at: http://www.mayohealthsystem.org/mhs/live /page.
cfm?pp=locations/news.cfm & orgid=AL& nav=New &sub=ALMC%20Now%200ffers%20Hyperbaric%20Medicine, accessed May 15, 2008; Barnes R C “Point:
Hyperbaric Oxygen for Diabetic Foot Wounds is Effective,” Clinical Infectious Diseases, 2006, 42: 188—192; Berendt AR “Counterpoint: Hyperbaric Oxygen for Diabetic
Foot Wounds is Not Effective,” Clinical Infectious Diseases, 2006, 42: 193—198; Marketing and Planning Leadership Council interviews and analysis.

Luedwoy) preog £10s1ApY YT, 80076 » AESELT



- deSELT

Auedwo)) pieog L10SIAPY YT, 80070

Outpatient Wound Care Centers of Excellence

OPPORTUNITY #2—OPTIMIZE PROCEDURE MI1X

Medicare Technical Fee Reimbursement for Selected Common Procedures, 2008

$438.32

$288.30

Can be performed by RN
without physician supervision §169.45 $169.45
$138.47

st spon S99 S92g6 S1076 SI0576

§53.43 $63.46 $63.46 56962
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Source: CMS, “FY2008 Hospital Outpatient PPS Final Rule,” available at: http://www.hhs.cms.gov, accessed May 12, 2008; Marketing and Planning Leadership Council interviews and analysis.

37



38

Emerging Outpatient Opportunities

OPPORTUNITY #3—RECRUIT DIVERSE STAFF

Typical Full-time Employees for Outpatient Wound Center

« Manages functioning of entire wound care program :
;{:{?{:g:} « Establishes and oversees marketing strategy $80,000
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ + Makes sure physicians are properly insfalled af clinic
o Performas regular check-ups of hyperbaric equipment, makes sure technology is in
Hyperbaric compliance with all safety codes 45 000
Technician « (an observe patients receiving HBOT therapy, makes sure oxygen supply is ‘
adequate for dlinical benefit
RN Manager/ . * Administers sfandord patient care in wound care clinic $70,000/
RN « Able to assist with hyperbaric technology $50,000
Il,'r(:(';?:(ﬂ Norse Cares for patients under direction of physicians and RNs $40,000
Mministratie Schedules patient visits, handles patient financial records
Assistant . Eﬁ(cltll;;itssdum of wound care and HBOT utilization for data analyses by hospital $35,000

64

Staff a Diversity of Physicians

)

1. General Surgeon—DBroad experience; familiar with

Multidisciplinary Expertise Bolsters Outpatient Wound Care Center co-morbidities
2. Vascular Surgeon—Expertise in wound etiologies
based on vascular deficiency
O @ ) 3. Plastic Surgery—Grafting experience critical for
General Vascular Plastic highest level wounds
Surgeon Surgeon Surgery o o o
4. Podiatrist—Familiarity with foot ulcers, diabetic foot
M wounds
W
@ 3 5. Infectious Disease—Expertise in infection based
Podiatrist

65

T it e wounds (necrotizing wounds)

Source: Marketing and Planning Leadership Council inferviews and analysis. ! Estimated; does not include benefits
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Outpatient Wound Care Centers of Excellence

OPPORTUNITY #4—CULTIVATE BILLING EXPERTISE

Billing Errors Common Cause of Lost Revenue
Common Mistakes

Insuran &
O
Re¥

Incorrect Coding Insufficient Billing Insufficient
. Documentation
Solutions
°

L ot
Educate Outpatient Develop Educate

Leadership Comprehensive Staff

Chargemaster

66

Inadequate Documentation of Debridement a Potential Target

Department of Health and Human Services

OFFICE OF INSPECTOR GENERAL

Medicare Payments for
Surgical Debridement
Services in 2004

Daniel R. Levinson
—/g. Inspector General

X May 2007

67

Source: Office of the Inspector General, “Medicare Payments for Surgical Debridement Services in 2004,” May, 2007; Marketing and Planning Leadership Council

interviews and analysis.

COMMON MISTAKES

Incorrect Coding
+ Billing under DRG system

+ Using incorrect CPTs

Insufficient Billing

+ One charge for multiple debridements
+ No charge for reimbursed supplies
Insufficient Documentation

+ Level of procedure

+ Number of wounds

+ Quantity of tissue removed

¢ Level of tissue removed

SoLUTIONS

Educate Outpatient Leadership
+ Meet with hospital leadership to establish outpatient
billing, procedure codes

Develop Comprehensive Chargemaster
* Train billing staffing on use, documentation

Educate Staff

+ Educate wound care staff on billing process

KEYy FINDINGS:

* 64% of surgical debridements did not meet Medicare
program requirements, resulting in $64M in improper
payments

* 39% were billed with a code or modifier that did not
reflect procedure performed

* 29% of services had insufficient or no documentation to
determine medical necessity or coding accuracy

! Office of the Inspector General
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OPPORTUNITY #5—SI1ZE AND LOCATE APPROPRIATELY

Scale According to Patient Population

Major Wound Center Models

Small Standard Hub and Spoke
Community System Model Network
Center

68

{*om)

(3)

[ fmm
[
U

(1)

mrw South Satellite

(4)

69

CAsE IN BRiEF—TorLEDO HOospiTAL
+ 700-bed facility located in Toledo, Ohio

+ Opened the Center for Wound Care of Northwest
Ohio in 1990

* Most complex procedures funneled into main center

+ Opened three satellites since 2003

Source: Marketing and Planning Leadership Council inferviews and analysis.

Small Community Center
+ Four procedure rooms staffed by one RN, plus
program and clinical managers, administrator

+ Ideal for smaller community hospitals with small
market population, larger hospitals with relatively
young or healthy populations

Standard System Model
+ Eight procedure rooms staffed by two or more RNs,
plus program and clinical managers, administrator

+ Ideal for larger hospitals or systems, smaller hospitals
with older, diabetic population

Hub and Spoke Network

+ Multiple outpatient wound care centers of varying
sizes, spread geographically around service area and
beyond

+ Ideal for larger hospitals or systems with highly
decentralized patient populations

1 Main Center

* Located 1.5 mi from campus
« Staffed by ten physicians

+ Open 40 hours per week

* Performs all key wound services

2 East Satellite
Staffed by four physicians
+ Open 20 hours per week

+ Most services provided

3 North Satellite
« Staffed by two physicians
+ Open four hours per week

« Limited services offered

4 South Satellite
« Staffed by two physicians
 Open four hours per week

« Limited services offered

Aueduwro)) preog AI0SIAPY oY, 80070 « (IESELT
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Wound Center Volumes

Visits
South Satellite
Eﬂst Sutelllte Opens
7,500 Opens
North Satellite

6,000 Opens
4,500

2001 2003 2005 2007 2008

70

Between 2001 and 2007, six competitors entered market

« Location convenient for physicians
« Direct access to ancillary services
Benefits . Required physicians on hand

« Convenient inpatient synergy

e
| T D

Nearby access to ancillary services

Required physicians in vicinity

Potential increase in patient
convenience (parking, efc)

Convenient inpatient synergy

Outpatient Wound Care Centers of Excellence

Convenient parking, entry for patients
No need to build hospital grade

« Inconvenient access for patients

« Hospital grade more costly to build
out

o With HBOT', must be located on
ground level or reinforced floor

Drawbacks

Less immediate access to ancillaries

Potential difficulty finding space on
campus

Lack of direct access to ancillary
services

Physicians not on hand in case of
scheduling issues

Inpatient infegration difficult

71

Source: Marketing and Planning Leadership Council inferviews and analysis.

" Hyperbaric Oxygen Therapy

41
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OPPORTUNITY #6—LEVERAGE OUTPATIENT EXPERTISE

New CMS Rule on Ulcers Puts Reimbursement at Risk

National Estimate of Revenue Impact of “Present on Admission”

Conditions Under Provision, FY 2008 Final Rule

EE R\ 4 Nirembolsm 46 (510968)  (5109,681)
Blood ?
Falls No Iﬂcomp(ﬂlblllfy 5518 SS ]80

: _

. Decubitus ulcers 259,356 - (528,343,225) . (5283,432,250)

$25,368 - (5253,680

- Total 295 702 (29430 791) (5294 307912)
o Worst case assumes 100% of cases were not present on admission.

Source:  CMS, “FY 2008 IPPS Final Rule,” available af: http://www.hhs.cms.gov, accessed March 31, 2008; Marketing and Planning Leadership Council interviews and analysis.
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Outpatient Wound Care Centers of Excellence

Case Example: Coding for Pressure Ulcer

Cholelithiasis (57400) Yes Cholelithiasis (57400) Yes

Essential Hypertension Essential Hypertension
(4019) Unknown (4019) Unknown
Hypokalemia (2768) Yes Hypokalemia (2768) Yes
Decubitus Ulcer, Hip (70704) Yes Decu : 04) No
Laparoscopic Laparoscopic
Cholecystectomy (5123) WA Cholecystectomy (5123) WA
417 Lap Cholecystectomy w/ MCC 417 Lap Cholecystectomy w/o CC/MC
21361 1.2400
S11,571 6,717
73
Failure to code for “present on admission” results in
loss of $4,854
I Establish Inpatient Wound Care Protocols
PREVENTION

Leverage Outpatient Experience to Perfect Inpatient Care . Establish inpatient skin assessment team

+ Conduct skin assessment on high risk patients every

Moo A

+ Consider use of specialty beds, mattresses or

Wound Center Inpatient Wound Team repositioning devices
[ |
s I + Turn patients regularly—every two hours if bed-
Prevention Treatment bound, every one hour if chair-bound

+ Provide nutritional support based on individual needs

+ Keep patient as active as possible

74 ¥ TREATMENT

+ Establish wound etiology, implement appropriate
treatment protocol

+ Prior to discharge, establish first appointment at
dedicated outpatient wound center

+ Follow up with patient to ensure compliance, healing

Source:  CMS, “FY 2008 IPPS Final Rule,” available at: http://www.hhs.cms.gov, accessed March 21, 2008; Marketing and Planning Leadership Council interviews and analysis.
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OPPORTUNITY #7—MAXIMIZE REFERRALS

Wound Referral Sources Plentiful, Diverse

Sources of Wound Care Referrals

@ ®

Hospital Inpatients PCP Office

i
dilda HH[HH]
5_5@ | LL LTS
Nursing Homes Home Care

75

Three Key Channels to Build Physician Awareness

® 2 ®

% 5@
Program Physicians’ Patient
Manager Visits Magazine Recommendation

Advertising

76

Source: Marketing and Planning Leadership Council inferviews and analysis.

Diabetes Education Center

1. Hospital Inpatients
+ Pressure ulcers developed during long stays

+ Wounds from major surgeries fail to heal

2. PCP Office
+ Many patients with wounds seek PCP care first

3. Diabetes Education Center
+ Diabetic patients likely to develop lower extremity
wounds

+ Diabetic co-morbidities increase likelihood of wound
issues

4. Nursing Homes
+ Long-term care patients vulnerable to pressure ulcers

5. Home Care
+ Elderly patients with pressure ulcers who cannot leave
home

+ Low mobility, morbidly obese patients at risk for
pressure ulcers, diabetic wounds

1. Program Manager Visits
+ Program manager should spend roughly 60% of time
marketing program to physicians

+ Frequent visits cement physician awareness, providing
interim, discharge reports

+ Program manager should leave brochures, flyers for
physician to give patients in need of wound care

2. Physicians’ Magazine Advertising

+ Relatively inexpensive advertising

+ Focus on publications directed to local physicians

+ Emphasize patient satisfaction, clinical success

3. Patient Recommendation

+ Driven by strong overall healing rates, positive patient
experience

+ Critical form of advertising for center

- €SELT
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Outpatient Wound Care Centers of Excellence

Reassure Physicians Regarding Wound Treatment

Setting the Stage Following Through

M Program manager visits Treating wound center

referring physicians, physician stays in

explains limited role of confact by updating

wound center referring physician

Medical director assures . Patients needing

& referring physicians that follow up care
their patients will be referred back to
returned, not poached initial physician

77

Target Key Demographic in Advertising

Woodrow Hospital Center for Wound Healing' Ad

Over 20 Million Americans have diabetes. Of
o those, as many as 5 million will develop
wounds that won't heal

If you or a loved one is one of the millions suffering from al
non-healing wound, we can help. Here at the We

takes to address problem wounds and get you|
back to the things that matter.

' Call Today

et e 1.888.55S-HEALING

78

Source: Marketing and Planning Leadership Council inferviews and analysis.

1. Establish connection with chronic care
2. Emphasize connection to trusted brand

3. Focus on common demographic

! Pseudonym

45



46 Emerging Outpatient Opportunities

Outpatient Wound Care Center Evaluation

Ten Diagnostic Questions

Market
Considerations

Is a high percentage of our patient population over 65?

o s there o high rate of heart disease and diabetes in our patient population?

Are we losing wound patient volumes to competing hospitals due to lack of a wound center?

Clinical
Considerations

Do we have physicians, especially surgeons, with experience and inferest in wound care?
Do we have nurses on staff with substantial experience treating wound patients?

Does our clinical staff believe hyperbaric oxygen therapy to be dlinically effective for treating
wound patients?

Operational

Considerations 5

Do we have sufficient capital for building and /or outfitting a wound care center, with or
without HBOT?

Are specialists willing to rotate through and staff a wound care center?

Do we have strong relations with physicians in the market who would be wound center
referrers?

Do we have a dedicated program director who is primarily focused on physician staffing,
referrals, and marketing?

79

Source: Marketing and Planning Leadership Council inferviews and analysis.
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Retail-Based Health Clinics of Excellence

III. RETAIL-BASED HEALTH CLINICS OF EXCELLENCE

« Defining the Enterprise
« Evaluating the Ambition

« Achieving Excellence in Retail-Based Clinics

47
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Emerging Outpatient Opportunities

DEFINING THE ENTERPRISE

Health Clinics in the Least Likely Places

Select Treatments
A New Player in the Urgent-Emergent Care Market —
o Minor gilments « Foreign object « Traumatic brain
« Vaccines removal injury
N @niin . . X .
T s « Physiis Koys s
Retail-Based Clinics,/ Urgent Care .« Somelobsenvices * VIS » Heartffock
Center « Minor skin o (asting « Other trauma
conditions o Full complement of : e Aneurysm
lab services

81

STATES wiTH 50+ CLINICS
Breakdown of Retail Clinic Prevalence by State, May 2008  Florida: 103 Clinics

+ Texas: 81 Clinics

« California: 80 Clinics

« Minnesota: 64 Clinics

*+ Georgia: 58 Clinics

« Illinois: 56 Clinics

EINo Clinics ~ ™1-25 Clinics ™ 25-50 Clinics M50+ Clinics

82

Source: YU R, “Healthcare Taking Off at Airports,” USA Today, April 9,2008; www.merchantmachine.com/home.cfm, accessed May 6th, 2008; Marketing and Planning Leadership Council interviews and analysis.
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Commercial Players Leading the Way

Largest Retail Clinic Companies, May 2008

MinuteClinic 519 25 States Ez:;hn?;ef Cboy”fvs/
ITi:tTII(\uSr;slems 147 12 States Purchased by Walgreens
The Litile Clinic 2 gﬁiKAYZGT?\I M 8£:|rt(:1tlei:cyk23 Il:[/nKroger
RediCinic O LL NS P ooy

83

Scaling Retail Clinic Growth Projections

Number of Retail Clinics and Comparable Retailers, April 2008

11,168

Industry Projection, 2012

6,000 (E)!

6,271 6,298

Retail ~ Target WakMart Rite Aid Walgreens (VS Starbucks
(Clinics

84

Hospitals Getting Involved in the Game

Source: Marketing and Planning Leadership Council inferviews and analysis.

Retail-Based Health Clinics of Excellence

Factors Impacting Potential Growth

Nurse Practitioner Shortage

Legislative Action

Business Model Fails

Primary Care Physician Shortage

Universal Healthcare

« Memorial Health South Bend..................... 8 Clinics
« Aurora Health System........ccccovveenenneucns 19 Clinics
« MedStar Health (Partnership) ................... 4 Clinics’
o Sutter Health Care..........c.coceceeevvevneneencne 6 Clinics
* Geisinger Health System........c.covevnununnee. 5 Clinics

« Saint Alphonsus Regional Medical Center.5 Clinics

! Scott and Company, 2008
7 Opening Summer 2008
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Insurers Getting on Board

Insurance Coverage for
Retail Visits

Typical Cost per Visit

$465
N

$145 5 o5

ED  Urgent PCP Refail

- M Insurance covered some or all costs
Care (linic

I [nsurance did not cover any costs

I Did not have health insurance
86

EVALUATING THE AMBITION

Hospitals Expressing Interest

1. Financial Return
If properly managed, clinics can generate modest
profit over time given strong patient volume

p S

2. Downstream Referrals

@ @ Most referrals directed to primary care physicians,
o especially beneficial for hospitals with employed
Financial Refurn Downstream Referrals PCPs

= 3. Strengthen Care Continuum
- iz - [ Yo ﬁi Clinics offer additional primary care access
points, but do little for emergency department

©) @ decompression

Strengt_hen Care Murkeﬁn_g 4. Marketing Opportunity
Confinuum Opportunity Convenience aspect a strong driver of patient

87

Source: (DC, National Hospital Ambulatory Medical Care Survey; 2004 Emergency Department Survey, May 2006; Harris Interactive, “Most Adults Satisfied with Care ot Retail Based Health Clinics,” April, 2007, available at:

satisfaction; positive brand association may
increase brand awareness

http://www.hanisinteractive.com /news/allnewsbydate.asp? NewsID=1201, accessed: May 15, 2008; Marketing and Planning Leadership Council interviews and analysis.
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Retail-Based Health Clinics of Excellence

REASON #1—FINANCIAL RETURN

Clinics’ (Limited) Book of Business

CLINIC SERVICES
Typical Consumer Prices, Retail-Based Health Clinics

UNIVERSALLY EXTENDED
. . . AVAILABLE OFFERINGS
Universally Available Extended Offerings Basic Diagnosis Wellness Screenings
Basic Diagnosis—$39-569 Wellness Screenings—$29-5150 - Sore Throat + Obesity Screening
Basic Skin Conditions—549—-569  Multi-visit Services—5$29-569 - Bladder Infection « Prostate Screening
Physicals—$59-569 Physician Offerings—$169-5179 « Sinus Infection + Cholesterol Screening
Vaccines—5$29-5129 « Allergies * Liver and Kidney Func-
Additional Services—$49—599 « Ear Infection tion
« Thyroid S j
Basic Skin Conditions PrOMESCTECTNg
88 « Athletes Foot + Complete Blood Count

* C Reactive Protein
Screen

* Minor Burns
* Ringworm ) )

* Diabetes Screening
Physicals

« Camp Physicals Multi-visit Services
. + Weight Loss Programs
* Insurance Physicals

* Smoking Cessations

V i <« 2»
. L;Cl;”\l/zzcine * “Get Healthy” Programs
* Measles, Mumps and Physician Offerings
Rubella  Sutures
Additional Services © Xerays
+ Suture Removal « Foreign Object Removal
« Earwax Removal * Fracture Setting
* Pregnancy Testing
I (Comparatively) Minimal Capital Outlay Needed
Estimated Initial Capital Outlay Estimated Initial Capital Outlay
Grocery Store/Drugstore’ Wal-Mart ?
10-$30K  S45-595K 10-S30K $120-5195K
S10-630¢ -5y S S
$10-S30K S100-5145 K
-5 [
Build-  Marketing System  Total Build- Marketing ~ System  Total
89 QOut Integration Out Integration

90

Build-out requires additional space, bathroom in clinic, driving
up capital expenditure

Source: Marketing and Planning Leadership Council interviews and analysis. ! Assumes 250 SF Clinic
2 Assumes 600 SF Clinic
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Staffing Dominates Operating Costs

Estimated Annual Operating Costs, Retail Clinic

$11,000 $285,000
15,000 d R
$20,000 $—— == T
$20,000 [ e
$7,00
sso000 [N
se00 [
Nurse Markefing Store Administrative Other Physician Supplies Total
Practitioner' Lease Costs Oversight?
91
I Profitability Requires Strong Volumes, Time
) o KEY ASSUMPTIONS
Estimated Retail Clinic Net Present Value . Clinic size of 250 SF, staffed by single nurse
$2,000,000 practitioner (NP) at any given time unless volumes
greater than 21 patients per day, at which time
$1,000,000 additional part-time NP added
+ Average price per visit $65
e 1 4 7 0 13 16 19 * Patient volume growth of 15% per year
($1.000,000) + Clinic staffed with 1.8 NPs per year, with annual
o salary and benefits of $100,000
($2,000,000) * 9% discount rate, seven-year time horizon

Patients per Day, Year One
92

Breakeven at 10.2 patients per day in year one

Source: Marketing and Planning Leadership Council inferviews and analysis. " Salary plus benefits for 1.8 nurse practioners
2 Excludes Texas, where on-site requirement increase physician oversight costs substantially
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Retail-Based Health Clinics of Excellence

Caution Warranted for Physician-Staffed Model

CASE IN BRIEF—MEDICAL MART

Estimated Annual Number of Medical Mart Clinics L : -
: + Las Vegas-based chain, opened several clinics

Staffing Costs 2004 - 2009(£) beginning in 2004 in Illinois, Missouri, Virginia and

$480,000 ‘ vtah
: Pt + Each clinic staffed by two full-time physicians, two
N P full-time physician assistants
'$162,000 ‘ + Clinics all closed in early 2008 due to withdraw of
J\ funding by supporting venture capitalists
Medical  Typical 2004 2006 2008

Mart Staffed NP Staffed

@

93

1. Medical Mart staffing costs nearly triple typical
retail clinic

2. Medical Mart peaked with over a dozen clinics before
closing in early 2008; had projected 400 clinics by end
of 2009

I Evolving State Regulations Impact Clinics

California Corporate Practice of Medicine prevents
outright ownership by commercial entities

Pennsylvania law requires all clinics to employ lab direc-
tor, regardless of lab capability

Proposed Illinois law would, among other things, bar
retail clinics from opening in establishments that sell
alcohol or tobacco

South Carolina necessitates one overseeing physician per
three nurse practitioners

Texas law necessitates clinics have physician onsite 20%
of time

Florida law requires clinics to post a sign indicating if
physician present or not

94

NEW MASSACHUSETTS REGULATIONS FOR
LimiTED SERVICE CLINICS

+ Clinics must be licensed by Massachusetts
Department of Health before opening

+ Application for license must list all procedures that
will be performed in “limited service clinics,” which
cannot be exceeded in practice

+ Clinics must develop policies to identify and limit, if
necessary, number of encounters with a patient

« Treatment limited to individuals over 24 months
of age

+ Clinics must develop policies for referral of patients
exceeding clinic’s approved capabilities

Source: Marketing and Planning Leadership Council interviews and analysis.
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REASON #2 DOWNSTREAM REFERRALS

Downstream Impact Overestimated, Highly Variable

Estimated Downstream Referrals

i

s Retail-Based Clinic

S 23
N 0-15 per week 2,0&
s
AR 4
Y ‘%314

Emergency Care Physicians Ancillary Services
o Emergency « Family practitioner e Imaging
department « Pediatrician « labs
o Urgent care « Internist
95

REASON #3 STRENGTHEN CARE CONTINUUM

Patients Waiting More Than One Week Retail Clinic Patients Who Would Have Gone to ED Instead
to See Primary Care Provider in Massachusetts

58%
47%

2006 2008
96 97

Source: Todorova A, “Walk In Clinics: Cheap, Convenient, but Not a Cure All,” Smart Money, January 17, 2008, available at: http://www.smartmoney.com/consumer/index.cfm ?story=20080117-walk-in-clinics, accessed
April 25 2008; “Retail Clinics Are Coming,” Medical Economics, October 6, 2007, available at: http://medicaleconomics.modernmedicine.com/memag /aafp07 /AAFP-Update-Retail-clinics-are-coming /ArticleStandard /Article /
detail /463488; Marketing and Planning Leadership Council interviews and analysis.
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Retail-Based Health Clinics of Excellence

REASON #4—MARKETING OPPORTUNITY

2008 DELOITTE SURVEY OF HEALTH CARE
Consumers Who Have Used a Retail Clinic CONSUMERS

n=3,031
2005 2007

=

Yes

98 .

According to 2008 Deloitte survey, 34 percent of consumers
receptive to idea of using retail clinic

Typical Time to See Provider and Patient Co-Pay
Uty By Site of Service

. 210 min

B Time to See Provider
B Patient Co-Pay

15min S17

PCP ) Urgent Core  Retail-Based Clinic

99

Clinics Boost Patient Satisfaction Levels

Positive Association Adds Value to Retail Clinic Proposition
Patient Satisfaction, 2007
n=2,441

(onvenience Quality of Care

Dissatisfied

Dissatisfied

Satisfied W

Satisfied

100

Selected Results

Common retail clinic patients often in better than
average health

38 percent of baby boomers interested in retail
clinics

Consumer confidence grows with affiliation with a
health care system or local physician

Uninsured more likely than insured to utilize
clinics

Generation Y most likely to use retail clinics

Source: California Healthcare Foundation, “The Minute Clinic Movement: Model for the Future or 60 Seconds of Fame?” available af http://www.chcf.org/press/view.cfm?itemlD=123240, accessed April 25, 2008;
Deloitte Survey of Healthcare Consumers, 2008, available at http://www.deloitte.com /dtt/article /0,1002,sid%2530127087%2526cid%253D192717,00.html, accessed May 1, 2008; CDC, National Hospital Ambulatory
Medical Care Survey: 2004 Emergency Department Survey, May 2006; Harris Interactive, “Most Adults Satisfied with Care af Retail Based Health Clinics,” April 2007, available at http://www.harrisinteractive.com /news/
allnewsbydate.asp? NewsID=1201, accessed May 15, 2008; Marketing and Planning Leadership Council interviews and analysis.
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Comparing Hospital Investment Options

Common Retail Clinic Models

o Hospital provides no financial backing, holds
no equity in the venture
o Contributes via co-branding (for a fee),

Clinical Support
e S0ppor helps negotiate physician oversight

o Limited risk exposure for hospital

Limited benefits from clinic

Possibility of some increased loyalty to success, growth
hospital for referrals o Limited to no financial value to
hospital

o Referral loyalty questionable at

owns and operates clinic(s)

= o Hospital joins with commercial entity fo o Capital outlay is likely split between o Any capital gains shared with
s co-own and operate linics parties, limiting financial risk partner
= Joint Venture o Offen secures clinical support, physician o Hospital benefits from name recognition, : e Referral loyalty contingent on
5 oversight branding value of national level partner terms of agreement, particularly on
g o Varying levels of capital investment who provides nurse practifioners
E
g o Hospital acts as sole owner, operator of o Standalone branding establishes clear o Hospital shoulders entire
E clinic, usually integrating it as another care connections with hospital financial risk
Sole Owner delivery outlet in confinuum o Referral loyalty strong o May require independent hospital
staff member(s) to manage
operations
o Rarest model, hospifal with established o |f model succeeds, hospifal will benefit & o Necessitates enormous capital
dlinic expertise, develops clinics in other from significant financial gains outlay
Network hospitals” markefs o Branding opportunifies extremely
o (Cobrands with affiliate hospital, but solely limited

101

ACHIEVING EXCELLENCE IN RETAIL-BASED CLINICS

Hallmarks of Excellence in Retail Clinics

/ i
® @

Varied Product Portfolio Staff for Service

24 o H
® @ ®

Targeted Marketing ~ Timed Marketing Physician Support
102

Source: Marketing and Planning Leadership Council inferviews and analysis.

1. Varied Product Portfolio
Offer wide variety of services to mitigate seasonality

2. Staff for Service
Maintain sufficient staffing to ensure convenience

3. Targeted Marketing
Direct marketing efforts at working parents

4. Timed Marketing
Schedule seasonal marketing

5. Physician Support
Work with physicians to minimize pushback, expedite
acceptance
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Retail-Based Health Clinics of Excellence 57

HALLMARK #1—VARIED PrRoDUCT PORTFOLIO

Smoothing Out Seasonal Variability Increases Return

Winter Vear-Round Summer
« Ear Infection « Minor Skin Conditions e Sports Physicals
« Sore Throat o Smoking Cessation e School Vaccinations

« Cold and Flu o Weight Loss e School Physicals
« Sinus Infection

103

HALLMARK #2—STAFF FOR SERVICE

Maintain Convenience When Volume Grows

1. Add a part-time (PT) administrative assistant to ease

Convenience of Service as Volumes Increase burden on NP during peak hours
Break-Even Break-Even
(INP) (INP-and PT Admin)
Convenience : '

|
|
|
|
|
15 18 20
Patient Volume per Day

104

» dEsELT
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Source: Marketing and Planning Leadership Council inferviews and analysis.
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HALLMARK #3—TARGETED MARKETING

Focus Marketing on Key Demographic

Targeting Women of Childbearing Age

express
WALK-IN HEALTH CLINIC

@ * No appointment needed
* Accepts most insurance and credit cards

* Fifteen minute office visits
* Most common ailments treated

* Most office visits $59 or your copay

SERVICES INCLUDE

* Fluchitis * Flu

*® Sore Throat * Allergies
* Sinus il * Sc i
* Immunizations * Pink Eye
® Ear Ache * Physicals

¢ Urinary Tract Infections

S gide Martint  nside Marfint
“:::nni £ 3900 East Bristol 926 Erskine Plaza

W Elkhart, IN46514 South Bend, IN 46614

(800) 635-5516  (800) 635-5516

IMAGE COURTESY OF MEDPOINT EXPRESS

105

Emphasize connection to trusted brand
Clearly delineate services offered

Highlight treatment of children

R

Focus on COT’lVEI’liCT’lC@, low cost

Source: Marketing and Planning Leadership Council inferviews and analysis.
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Retail-Based Health Clinics of Excellence

HALLMARK #4—T1IMED MARKETING

Schedule Marketing Blitzes to Cement Awareness

Key Marketing Opportunities
o7 (D) Clinic Opening
o
(2) Mid-Late Fall

~
~
~
~
~

(3 Mid-Summer

2009

106

Physicians Speak Out

“ American Medical

Unregulated Growth of

American Academy of Pediatrics ‘ﬁ%
At

DEDICATED TO THE HEALTH OF ALL CHILDREN

The AAP Opposes Retail Clinics

for Medical Care for Infants,
Children and Adolescents
December 2006

Retail Clinics Undermines
Primary Care Medicine
October 8, 2007

107

Claims of Overprescribing Exaggerated?

Percentage of Patients Receiving Appropriate
Treatment for Acute Pharyngitis, 2008
n=57331

99.75%

108

1. Clinic Opening

Execute full marketing blitz to build consumer
awareness of center, Jocusmg on location as well as
what center can and cannot treat

. Mid-Late Fall

Emphasize clinic as flu shot locale, site for
treatment of cold and flu throughout the winter

season

. Mid-Summer

Focus advertising on availability of sports camp
physicals, back to school physicals, vaccinations for
school age children

HALLMARK #5—PHYSICIAN SUPPORT

Source: Dean BD, “Unregulated Growth of Retail Clinics Undermines Primary Care Medicine,” amnews.com, available at: http://www.oma-assn.org/amednews,/2007/10,/08 /edIt1008.htm, accessed May 5, 2008;
Retail-Based Clinic Work Group, “AAP Principles Concerning Retail Health Clinics,” Pediatrics, 2006, 118: 2561~2562; Woodburn D, “Quality of Care in the Retail Health Care Setting Using National Clinical Guidelines for Acute
Pharyngitis,” American Journal of Medical Quality, 2008, 22: 457-462; Marketing and Planning Leadership Council inferviews and analysis.
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60 Emerging Outpatient Opportunities

Mitigate Physician Pushback

Tactics to Gain Physician Acceptance

el 5 EE

Education Parficipation Integration
Explain how center Enlist skeptical Coordinate

helps provide physicians to work scheduling for all
patient access as clinic overseers target physicians

109

Commitment to Quality, Physician Support

CASE IN BR1EF— VALLEYCARE HEALTH SYSTEM

Software Provides Green Light to Enter Retail Care . 167-bed hospital in Pleasanton, California

+ Board at ValleyCare charged hospital to expand in

I Nurse calls physician retail space, yet maintain clinical quality and keep

o e o .. PR

e « Diagnosis limited by nurses ability physicians involved

NP fo describe patient’s condition + Currently operating three retail clinics, with plans to

Unsure of open a fourth

Diagnosis + Adopted Digital Union collaborative informatics
software; allows real time video conferencing for

physician oversight and education

+ Experience positive responses from physicians, nurses
110 and patients to the system

Retail Clinic Digital Technologies

Handheld

Erll?clrglsco . Allows image

with USBp \ | fransmission
. g pproximately : over infernet
Digital Otoscopes connechvn_y §250 each o physicians

enables quick for didanos

upload of or ¢lagnosts

: confirmation

otoscopic

images

Captures Enables

transferable, physician
Digital hi-fidelity Approximately : oversight,
Stethoscopes recording of $400 each  collaboration of

heart function, heart and lung

lung field evaluation

Source: Marketing and Planning Leadership Council inferviews and analysis.
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Retail-Based Health Clinics of Excellence

Ten Diagnostic Questions

Is there a population of over 50,000 within five miles of potential clinic sife?
,énounrgflzruﬁons o s alarge portion of our market comprised of working parents? _ _
Is there a large uninsured population in our market? - -
Regulatory o Does our state have no limit on the number of nurse practitioners that can be overseen by one physician? _ _
Considerafions Does our state have no laws specifically mandating on-sife physician oversight at clinics? _ _
Are competitor hospitals developing refail-based clinics or forming partnerships with commercially
owned dlinics in the area? I I
Are established commercially-owned clinics looking for partnerships in our area? - -
Operational
Considerations Does our hospifal employ primary care physicians? _ _
Would the primary care physicians in our market be supportive? - -
Do we have enough nurse practitioners in our market fo provide adequate staffing? - -

Source: Marketing and Planning Leadership Council inferviews and analysis.
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Freestanding Cath Lab Centers of Excellence

IV. FREESTANDING CATH LAB CENTERS
OF EXCELLENCE

Outmigration of Interventional Cardiac Care
* Rationale for Investment

« Key Considerations for Adoption
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64 Emerging Outpatient Opportunities

OUTMIGRATION OF INTERVENTIONAL CARDIAC CARE

IMAGE COURTESY OF ABC

Services Beyond Our Doors

Nuclear Cardiology All-Payer Test  Vascular Ultrasound All-Payer
Volume by Site of Service, 2005 Volume by Site of Service, 2005

IDTF! Hoppz  Physician

Office HOPD

113

Cath Lab Leading the New Shift

IMAGE COURTESY OF SHUTTERSTOCK

114

Source: Innovations Center Futures Database; Marketing and Planning Leadership Council interviews and analysis.

Diagnostic Imaging Interventional

« Diagnostic cardiac cath . PCP

* Vascular imaging * Valvuloplasty

« Angiography « Thrombectomy

+ Venography « Atherectomy
Electrophysiology « Vascular reconstruction
« EP studies

« EP ablation

* Pacemaker implant

« ICD implant

Holter monitor implant

" Independent Diagnostic Testing Facility
2 Hospital Qutpatient Department
S Percutaneous Coronary Infervention

Aueduwro)) preog AI0SIAPY oY, 80070 « (IESELT
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Freestanding Cath Lab Centers of Excellence

Outpatient as Percentage of Total Procedures
Medicare 20002005

Peripheral Interventions Pacemaker Implants
o A% 0%
Coronary Interventions Defibrillator Implants

30%

v oo
N 14% -2°/° .

7000 WM 2005

I

115

Physician Office Diagnostic Cath' Volumes
Medicare 20002005

62,480 66,020 |CAGR: 24.7%
CAGR: 6.4%

50,580

42,900
30,260

21,920

2000 2001 2002 2003 2004 2005
=@ (utpatient Hospital Diagnostic Cath Volumes

116

Continued Cardiac Movement Likely

Distribution of Medicare One-Day LOS Admissions, 2006

Among Service Lines Among Sub-Service Lines

Cardiac 10% i
85%

Peripheral

Vascular Arterial
Disease

17

Source:  Medpar files, CMS; Marketing and Planning Leadership Council interviews and analysis. 1 (PT93510
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All-Payer Percentage of One-Day Inpatient Stays for PCl, 2005
PCl w/ DES' w/o MCVD? DRG 528  PClw/ BMS® w/o MCVD, DRG 556

D @

PCl wy/ DES w/o AMI*.DRG 527 PClw/ BMS w/o AMI, DRG 517

@

2001-2006 Changes

PCl Cases Inpatient: 12%
All-Payer, Thousands Outpatient: 73%
731 154 761 766 152 Total: 189
635 2005-2006 Changes

Inpatient: (4.0)
Outpatient: 11.2%
Total: (1.8%)

2001 2002 2003 2004 2005 2006

o m W W

QOutpatient
M inpatient B Qutpatient
119

42 percent decline from 1993 to 2005

Average All-Payer PCl Length of Stay
5.2

3.0

1993 1997 2001 2005
120

Source: Medpar files, CMS; Innovation Center Futures Database; Marketing and Planning Leadership Council interviews and analysis.

Drug Eluting Stents

Major Cardiovascular Disease
Bare Metal Stents

Acute Myocardial Infarction

- d€S€ELT
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Outpatient PCl at Glacier Regional
Elective Pl Discharge Status ~ Elective P(1 LOS (Hours)

>24.0
55
I [npatient I Qutpatient National Glacier
Average Hospital

121

RATIONALE FOR INVESTMENT

Drivers of Adoption )
[T
T O @ ®
ecent A
Developrments Positive Clinical Increased .Improved
| Trial Outcomes Regulatory Pressures Reimbursement
e W
Perennial @ 5)
Incentives Better Elevated Patient
L Throughput Satisfaction

122

Source: Marketing and Planning Leadership Council inferviews and analysis.

Freestanding Cath Lab Centers of Excellence

CASE IN BRIEF— GLACIER REGIONAL'

+ 250-bed hospital in the Southeast seeing 2,200
patients per year in on-campus, freestanding lab

+ Hospital worked with physicians to improve capacity
through process redesign, standardized workflow

+ Physician, patient preference as well as expectations
for greater pressure to reduce one-day stay inpatients
resulted in ambulatory care focus for PCI

+ Cath lab open from 5:00 a.m.—6:30 p.m.; last elective
PCI scheduled at 12:30 p.m. to optimize ability to
discharge same day

+ Timing, effectiveness of renal protection,
optimization of anticoagulation safety key to
ambulatory approach

Positive Clinical Trial Outcomes
Outpatient PCI demonstrated safe in select patient
populations; closure devices facilitating outmigration

—~

2. Increased Regulatory Pressures
CMS providing higher reimbursement for outpatient
services, penalties for improper upcoding

3. Improved Reimbursement
CMS paying better rates than ever before; payment per
procedure higher than like services with similar initial
capital outlay

4. Better Throughput
Specialized staff, protocols improve speed, efficiency,
lower patient wait, turn-around times and boost
volumes, satisfaction

5. Elevated Patient Satisfaction
Lower wait times, no risk of being “bumped” lead to
more pleasant patient experience

! Pseudonym
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DRIVER #1—PoSITIVE CLINICAL TRIAL OUTCOMES

PCl Discharge Eligibility' Patient Complications?
i,
Immediately 5, -~~~ |
After PCI h .

10%
Eligible for 0.3%

Excluded W3 Sl Same-Day
Pre-P(l Discharge

~ - Same Day  Overnighted

123
Total Procedure Cost®
56,265 5318 $5,937
Overmnight Same-Day
124

Patient Discharge Preference

Overnight Patients

13%
55%

Same-Day Patients

11%
16%

M Preferred Same-Day MM Preferred Overight Stay ™ No Response

125

Source: Heyde G S, et al., Girculation, 2007, 115: 2299-2306;
Marketing and Planning Leadership Council interviews and analysis.

STUDY IN BRIEF—ELECTIVE
PCI 1x OutpaTIENT STUDY (EPOS)

+ Involved 800 patients in the Netherlands randomly
assigned to same-day discharge or overnight stay after
PCI in 2007

+ Evaluated safety, feasibility of same-day discharge
after PCI, ability to stratify patients requiring
extended observation

+ Among patients deemed suitable for early discharge,
0.3 percent of same-day discharge patients, 0.6
percent of overnight-stay patients experienced
complications

+ Used by InterQual to justify change in setting for
elective PCI

Due mainly to cost of overnight stay

Acute coronary syndrome patients excluded at outset of trial.
Primary endpoint was composite of major adverse cardiac and cerebral events (MACCE) and severe complications of the arterial puncture
with the need of blood transfusion or repeat compression from randomization until 24 hours post-PCl. Major adverse cardiac and cerebral

events were defined s cardiac death, myocardial infarction, stroke, coronary artery bypass grafting, and repeat PCl.

Using daily average euro to dollar conversion rate for July 16, 2006.
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Same-Day Discharge Eligibilty After Four-Hour Observation

|dentified for Eligible for
Extended Stay Same-Day
Discharge

126

DRIVER #2—INCREASED REGULATORY PRESSURES

More Procedures Approved For Outpatient Setting
1. New procedures include peripheral arterial and venous
(MS Ambulatory Surgery Center Approved CPT Codes angioplasty, transcatheterbiopsy
2. Majority of added codes EP-related

122

28

Vascular Cardiac

I 2006 W 2008
127

REcovERY AuDIT CONTRACTORS IN BRIEF
Improper Payments for Heart Failure and Shock .
* Authority

$9.5 M 2007 Authorized to audit claims between one and four years
78 from date of review

* Incentive
Paid contingency fee (approximately 20 percent) on
value of identified errors

- deSELT

+ Appeals
$2.0 M Appeals process similar to hospital claims, except first
level appeals go to fiscal intermediary not Quality Im-
provement Organization
Florida New York California - Expansion

Currently in CA, FL, NY; nationwide expansion to be
completed by 2010 beginning with AZ, MA, SC

128

Auedwo)) pieog £10SIAPY U, 80070

Biggest source of overpayment related to “improper
coding”

Source: Heyde G S, et al., Gircwlation, 2007, 115: 2299-2306; Outpatient Prospective Payment System Proposed Ruling for ! Recovery Audit Contractor
2008, CMS; CMS RAC Status Document FY 2007, CMS; Marketing and Planning Leadership Council interviews and analysis.

69



70

Emerging Outpatient Opportunities

DRI1VER #3—IMPROVED REIMBURSEMENT

Medicare (Finally) Rationalizing OP Payment

(MS Prospective Payment Rates

Pa’

$11,570 $11,450

2006 2008

M Qutpatient

129

Source: Medpar files, CMS; Marketing and Planning Leadership Council interviews and analysis.

s4100 [ 1910

1D System Implant?

$27,010 $27,160
$26,400 — 5760

2006 2008

I Inpatient

! DRG 527, MS-DRG 247, APC 656
7 DRG 515, MS-DRG 227, APC 108, 84
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CMS Final Payment Rates, 2006—2008

80 Diagnostic Cardiac Catherization 52163 52278 $2479 9%
82 Coronary or Non-Coronary Atherectomy 55,438 54438 $5,574 26%
83 Coronary or Non-Coronary Atherectomy and Percutaneous Valvuloplasty 53289 $3,614 52891 (20%)
88 Thrombectomy $2173 52320 52469 6%
89 Insertion,/Replacement of Permanent Pacemaker and Electordes $6,966 57602 S7.748 2%
90 Insertion/Replacement of Permanent Pacemaker Pulse Generator 55,368 56,042 56,423 6%
104 Transcatheter Placement of Intracoronary Stents 54,808 $5,392 $5,670 5%
105 Repair/Revision/Removal of Pacemakers, AICDS, or Vascular Devices $1,308 S1,574 S1,527 (3%)
106 Insertion/Replacement of Pacemaker Leads and/or Electordes $3329 53618 54428 22%
107 Insertion of Cardioverter-Defibrillator S16,632 S18,716 $21,262 14%
108 Insertion/Replacement,/Repair of Cardioverter-Defibrillator Leads $22.334 523,341 $25,767 10%
109 ‘‘‘‘‘‘‘ Removal /Repair of Implanted Devices S665 S676 S361 (47%)
229 Transcatheter Placement of Intravascular Shunts $3,948 $4.209 $5,639 34%
418 ‘‘‘‘‘‘‘ iﬁserrion of Left Ventricular Pacing Electrode 510,078 518,888 516,544 ‘‘‘‘‘‘‘‘‘‘‘‘ (12%)
434 Coroc Defec Repai s $541 4 5%
654 Insertion/Replacement,/Repair of a Permanent Dual Chamber Pacemaker 56,667 56,932 56,961 0%
655 ....... Insertion/Replacement,/Conversion of a Permanent Dual Chamber Pacemaker 58144 59382 58,919 (5%)
656 Transcatheter Placement of Intracoronary Drug-Eluting Stents $6,436 $6,657 $7.543 13%

130

KEYy AssuMPTIONS

+ CT initial capital outlay $1.2 M
+ Cath lab initial capital outlay $1.5 M

Net Present Value
Cardiac (T and Outpatient Cath

50 M

: + Scanner, lab open 250 days per year

2 + Cardiac CT Medicare reimbursement per scan $500

S30M + Diagnostic cath Medicare reimbursement per

$20 M procedure $2,500

ST0M + Drug-eluting stent placement Medicare reimbursement
3 50 per procedure $7,500
5 (52 M) * Private payers reimburse 120 percent of Medicare rate
5 131~ Drugelufing stent placement =~ Diagnostic cath = CCTA * Medicare patients account for 60 percent of CT, cath
= patients
3 ) + CCTA uses $70 of contrast, $15 of incidental costs
3 1. Breakeven at 0.69 drug-eluting stents per day + Cath procedures use $300 of contrast, $75 for catheter;
§ 2. Breakeven at 1.3 diagnostic caths per day additional $500 in pre, post procedure care
3 3. Breakeven at 4 scans per day + 1.5 stents placed per PCI procedure for $3,100;
= 4. Cath lab limited to 12 procedures per day additional $800 for pharmacology

+ CCTA lab staffed by one RN FTE at $60 K, one tech at
$45K

+ Cath lab staffed by two RN FTE at $60 K, one tech at 45K
+ Benefits 25 percent of salary

Source: Innovations Center Futures Database; Marketing and Planning Leadership Council interviews and analysis.
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DR1VER #4—BETTER THROUGHPUT

1. Elective Patient
Avoiding Elective Patient Delays * Elective patient schedules cath lab procedure on set date

« Travels to waiting room in hospital after procedure
workup

T e ®
-7 @ E% 2. Emergent Patient
N

« Patient suffers emergent myocardial infarction

« Taken to ED, triaged to cath lab for emergency PCI

@ o~ o :
+ [ e ] .
e ~ "7 — >%“—J 3. Hospital Cath Lab
« Emergent patient takes precedence over elective cath
procedure

132 * Elective patient delayed hours from receiving procedure

Consistent Cases, Dedicated Staff Boost Efficiency

National Hospital

Average
40

]5.

I Procedure Delay Time (Minutes)' M Turnaround Time (Minutes)?

133
Source: Goodrow Healthcare Solutions, LLC, Tucker, GA; Marketing and Planning Leadership Council interviews and ! Defined as time elapsed from procedure finish o next patient ready for
analysis. procedure start

2 Defined as time elapsed from patient prep to procedure start

- €SELT
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Freestanding Cath Lab Centers of Excellence 73

DRIVER #5—ELEVATED PATIENT SATISFACTION

) ) ) CAsSE IN BRiEr—K~Nox MEDICAL CENTER*
“Good” or “Excellent” Patient Experience Rating .+ 400-bed hospital in the Northeast

0P Cardiac Center Main Hospital « Built freestanding outpatient cardiac center with cath
——— — - lab on main hospital campus
m|¥ oo

+ Due to high level of convenience and care, cardiac
center ranked by PressGaney in top 75 facilities in the
nation

134

Weighing Impact on Feasibility

At minimum, several-hour recovery period required

Significant anti-coagulation in subset of patients

Mutti-site /vessel PCl less likely amenable to outpatient

PCl safe without surgical backup in high volume locations

Increasing number of EP generator replacements ideal for outpatient setting

Clinical feasibility l T

T T « Regulatory changes facilitating transition of greater number of procedures into outpatient

sefting
« Penalties for improper inpatient stays

Regulatory changes

. Changes to reimbursement making outpatient procedures more viable than ever before

Reimbursement « Qutpatient reimbursement still remains lower than inpatient

« Gains fo efficiency, throughput, and turnaround time

Improved throughput « Decompression of inpatient hospital space

« Lower wait fimes, faster time to ambulation means less time in hospital for patients
Patient Satisfaction « Shorter time in hospital somewhat offset by potential anxiety over complex outpatient
procedures

T Strongly Positive Moderately lT Mixed Effects l Moderately ll Strongly
Effect Posifive Effect Negative Effect Negative Effect

135

Source: Marketing and Planning Leadership Council inferviews and analysis. ! Pseudonym
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KeEY CONSIDERATIONS FOR ADOPTION

Weighing Freestanding Cath Lab Investment

1. Safety Restrictions
Important Factors to Consider Efficacy among eligible population questioned; high

volume physicians needed to meet quality thresholds
® @

2. State Regulations
Majority of states allowing freestanding cath labs, PCI
without surgical backup

Safety Restrictions State Regulations Optimal Location 3. Optimal Location
Placement of freestanding lab can have a major impact on
’ T ® physician alignment models, reimbursement, and patient
i (o io B
AN i M safety

@ 5) ® 4. Legal Concerns

Legal Concerns Provider Designation  Physician Alignment Select physician alignment models under increased CMS

136 scrutiny; concerns should complications occur next day

5. Provider Designation

HOPPS designation essential for higher reimbursement,
ability to preform more complex procedures; acquiring
designation limits partnership models

6. Physician Alignment

Changes to physician fee schedule providing hospitals new
leverage in developing physician partnerships, both joint
ventured and employed

CONSIDERATION #1: SAFETY RESTRICTIONS

Guidelines Reduce Risk, Outpatient Population Size

Estimated Eligible Patient Population
for Freestanding Elective PCI

100% 40%

._i_ 26%
1 B

Total PCI Unstable Stable, Stable,  Eligible Patients
Screened Pre-  Screened Peri-
Procedure’  Post-Procedure

137

Patients deemed ineligible based on age, severity of case, comorbidities or
past history of stroke, MI, contrast reaction, clotting deficiencies, bleeding
complications, renal failure, complicated diabetes, stage Il heart failure,
valvular dysfunction, known left main coronary artery disease, morbid obesity

Source: Marketing and Planning Leadership Council inferviews and analysis.

- €SELT
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Case Load Threshold Limits Viable Programs

o SeLecT ACC GUIDELINES FOR PCI WrtHOUT
Select ACC Guidelines ON-SITE SURGICAL BACKUP

+ Operators must be experienced interventionalists who
et oy iy o Codi Aniogrspy s neenions ISSN 7S5 18713000 regularly perform elective PCI at a surgical center
Inc. PII S0735-1097(01)01346-8

(greater than or equal to 75 cases per year)

Published by Fl

AAC/SCA&J EXPERT CONSENSUS DOCUMENT

« Catheterization laboratory must perform a minimum of
American College of Cardiology/Society . P C I d

for Cardiac Angiography and Interventions 3 6 p ”mm’}’ P rocedures P er )’ear
Clinical Expert Consensus Document on
Cardiac Catheterization Laboratory Standards
A Report of the American College of Cardiology

* There must be formalized written protocols in place
Task Force on Clinical Expert Consensus Docunents for immediate and efficient transfer of patients to the
Endorsed by the American HearlA:mL‘{atu?nandlhe S . " e .
Disgroicand Inervenional Cathrrcaton nearest cardiac surgical faal.zty that are reviewed/tested
on a regular (quarterly) basis

138

Efficacy of PCI for Eligible' Population Debated

StuDpY IN BRIEF—COURAGE? TRrIAL

+ Qualitative study with three focus groups of
interventional, non-interventional cardiologists in
California

COURAGE? Trial Results

Primary Endpoint, Five-Years  Secondary Endpoints, Five-Years
p=0.62 n=0.62 p=0.56

+ Discussed issues surrounding decision to perform PCI
using hypothetical scenarios

0,
200%_ 19.5% 124% 11.8% + Non-clinical factors cited for use of PCI: firm belief
in merits beyond evidence-based medicine, fear of
regret, alleviation of patient anxiety, inevitability of
Death or MI Death, Mi, or Stroke  Hospitalization for ACS? PCI upon catheterization, medicolegal concerns

19.0% 18.5%

I PCl + OMT* B OMT
139

CONSIDERATION #2: STATE REGULATIONS

Freestanding Cath Labs Generally Allowed

1. Procedures allowed in “outpatient treatment centers”;
no overnight stays permitted

2. Loophole allows freestanding cath labs if performed in
hospital-owned ASC

- deseLl

3. Demonstration lab currently functioning in Philadel-
phia

4. No regulating body for freestanding cath labs; CON
restrictions for inpatient labs only

)0 pieog A10SIAPY Y1, 80070

I Allows freestanding CJ Does not allow lab, CIDoes not allow

cath lab hut exceptions exist  freestanding cath lab
2 140
Source: Smith SCr., Feldman TE, et al., ACC/AHA/SCAI 2005, Writing Committee to Update the 2001 Guidelines for " Eligible refers to low acuity patients eligible to receive outpatient freatment
Percutaneous Coronary Intervention, Journal of American College of Cardiology, 47:216—235; Boden W, et al., New England in freestanding facility
Journal of Medicine, 2007, 356: 1; Lin G, et al., Archives of Infernal Medicine, 2007, 167: 1604; CMS “Cardiac Catheterization % (linical Outcomes Utilizing Revascubrization and Aggressive Drug Evaluation
in Freestanding Clinics”, 2005; Marketing and Planning Leadership Council interviews and analysis. ¥ Acute Coronary Syndrome

“ Optimal Medical Therapy
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PCl Regulations

M Allows primary and 1 Allows primary [1Does not allow
elective PCl without PCl without PCl without
surgery on sife surgery on sife surgery on sife

CONSIDERATION #3—OPTIMAL LOCATION

Satellite Center Attracts New Patients

Reaching New Communities
XRay Echo

Cath Lab

Vascular/Event
Holter

Nudlear
Medicine

142

Source: Zoler, Michael, “PCl Without On-site Cardiac Surgery Shown Safe, but Issues Linger,” MD Consult, 2008;
Marketing and Planning Leadership Council interviews and analysis.

CASE IN BRIEF—PI1EDMONT HEALTHCARE
+ Four-hospital system located in Atlanta, Georgia

+ Expanded an existing physician MOB near competitor
hospital by adding cardiac imaging and cath lab
services

+ Built with ability to expand space for possible
addition of CT, other services in near future

- d€SELT
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Freestanding Cath Lab Centers of Excellence

One-Stop Shop Consolidates Volumes

Outpatient Cardiac Healthplex
Cath Labs

2nd Floor

Annual Patient Volumes
60,000

15,000

1993 2008

143

CASE IN BRIEF— DELANO HEART CENTER!

Source: Marketing and Planning Leadership Council inferviews and analysis.

24-physician cardiac group located in the West

Constructed 65,000 SF facility with physician offices,
two cath labs, one EP lab adjacent to community
hospital

Facility treats 60,000 patients per year, up from 15,000
when first opened in 1993; including 5,000 peripheral
interventions

! Pseudonym
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Choosing “Best” Cath Lab Location a Close Call

Strategic Cath Lab Location Evaluation Matrix

Punent (onvenience Cumpus footprint restrictions

Capture of inpatient oy Legul complexities, CON
referrals

Continuity of care, team . Physician travel time

- Spur defensive responses

4 4 x4

Ability to attract physicians;

offices on site a4 v from compefitors
Access to new markets Ve L""”ed access o £
HOPPS billing Va4 Dupllcahon of services
v = Modestly demonstrates benefit 4/ = Demonstrates benefit X = Modestly suffers limitation XX = Suffers Limitation
144 v/ = Strongly demonstrates benefit XXX = Strongly suffers limitation

Source: Palazzolo J, et al., “Choosing the Right Cardiovascular Care Delivery Model,” Journal of Invasive Cardiology, 2004, 16: 207-212; Marketing and Planning Leadership Council interviews and analysis.
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CONSIDERATION # 4—LEGAL CONCERNS

New Stark Laws Could Dramatically Change Alignment Models

- deseLl

Auedwio)) preog A10S1ApY 241, 80070

« Soliciting comments on whether and how o alter the in office  « Some existing arrangements, including “turn-key” lab
ancillary services exception and imaging arrangements could be outlowed
In-Office Ancillary o May exclude certain services from the purview of the « Physician ability to supplement waning professional fees
Services ¢ exception with technical revenue could be significantly hindered
o May disallow non-specialists physicians from using the
¢ exception for patients who require specialty care
o Seeking to prohibit “perclick” and time-based space and o “Perclick” leases would essentially be outlawed
“Per-Clck” Space ~~ equipment leases where physicans lease equipment fothe o5 1y rative fime-based artangements may remain
and Equipment hospital and refer pafients to the hosptal legal, but are unlikely to be as attractive an investment
Leases « Seeking comments on whether to ban other “per-click” option for physicians
arrangements
« Proposing to revise the definifion of an “entity” that furnishes « “Under arrangements” partnerships between hospitals
“Under “designated health services” (DHS) and physicians would not be allowed
Arrangement” o New definition would indude both the entity that submits o (MS now believes “such arrangements to be contrary to
Models a claim for DHS and the entity that actually performs the the plain intent of the physician self-referral law”
services leading to the claim

145

CONSIDERATION # 5—PROVIDER DESIGNATION

Reimbursement Changes Presenting New Leverage
Physician Office, IDTF Set To Fall, HOPPS Rise

(MS Payment Change, 2007-2008

Diagnostic Cath Peripheral Stent
34%
9%
L9 ] (13%
(13%)

I Physician Payment B Hospital OP Payment

146 147

Range of possible “in facility” physician payments

760

I (In Office) Physician Payment'

CMS Final Rate Payment, 2008

Peripheral Stent
$5,639

Diagnostic Cath

$2,479 $2183

S1762

I Hospital OP Payment

Range of possible global physician payments

Source: 72 Federal Register 52567, September 14, 2007; “Medicare Announces Final (Y2008 Payment Rates for Physicians, Outpatient Hospitals and Ambulatory Surgery ! Global fee
Centers (ASCs), Boston Scientific, 2008, available at: http://www.bostonscientific.com/templatedata/imports /collateral /Reimbursement/Inferventional _Cardiology/rmbgde_

ExternalSummittPFS_OPPS_ASC_01.us.pdf, accessed May 15, 2008; Marketing and Planning Leadership Council interviews and analysis.
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PO .
Atherectomy v
Diagnostic Cath v v
CCTA v
:’[?];tla[r]rll]t:ker/ ICD y y
EP Ablations 7 v

148

HOPPS Qualifying Criteria

(1)
All Qutpatient
Facilities

(2)

Satellite Facilities Operated
Under Management Contracts

149

PCl in a freestanding center currently only reimbursed
under a hospital provider license

Source: CMS, 2002 CFR Title 42, Volume 2, Part 413.65 available af http://edocket.access.gpo.go/
cfr_2002/octqtr/pdf/42cfr413.65.pdf; Marketing and Planning Leadership Council interviews and analysis.

L. All Outpatient Facilities

« Licensed under the main hospital

« Clinical services must be integrated

« Financial services must be integrated

* Clear to the public that facility is part of the main provider
* Not all services may be furnished “under arrangement”

2. On-Campus, JV-ed Facilities

« Apply for provider-based status for the provider on whose
campus they are located

* Must be at least partially owned by the main provider (no
explicit restrictions on this)

3. Off-Campus Facilities
* Operate under the sole ownership of the main provider
(noJVs)
« Identical oversight and accountability of services as would
be provided at the main provider
« The following must be integrated with the main provider:
* Billing services, records, human resources, payroll,
employee benefit package, salary structure, purchas-
ing services
« Either:

(A) be located within 35 miles of the hospital

(B) receive a disproportionate share adjustment greater
than 11.75%

(C) at least 75% of patients who go to facility would go
to main provider for inpatient services or live in
the same zip codes as 75% of those who do

(D) the outpatient facility is a Rural Health Clinic

4. Satellite Facilities Operated Under Management

Contracts

« The organization which employs staff at the main pro-
vider must employ the staff in the off-campus facility who
are directly involved in patient care (no “leased”
employees may furnish care)

« The management contract must held by the provider
themselves, not a parent company which owns both the
provider and the facility

Aueduwro)) preog AI0SIAPY oY, 80070 « (IESELT
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Freestanding Cath Lab Centers of Excellence

CONSIDERATION # 6: PHYSICIAN ALIGNMENT

Hospital-Physician Leverage Improving

Emerging Trends Eroding Physician Independence

mn ——— o
M| @ |0
IOjppln, <—
O, ©)
Hospital Position Physicians
Strengthening Under Fire

150

Underutilized Freestanding Cath Lab at Baines'

January 2006 April 2008
S R
Physicians New lab Physicians cut~ Cath lab
expressinterestin -~ openedas  days operating s left
freestanding cath physicians in freestanding  unoccupied
labin their offices  requested lab o Fridays six days a
only week

151

Source: Marketing and Planning Leadership Council inferviews and analysis.

1. Hospital Position Strengthening

« Improving outpatient reimbursement under HOPPS

« Increasing number of viable service offerings

* Multi-specialty collaboration uncovers untapped
patients

* Greater referral base

* Higher commercial payer contracts

« Lower cost supply contracts

+ Greater legal protection

2. Physicians Under Fire

* Require strong feeder network

* Less ability to identify patients from non-cardiac
populations

« Fear of physician liability in event of complication

« Still unable to perform many high-end services in offices

« Lower commercial payer contracts

* Higher cost supply contracts

* Falling physician fee reimbursement

CASE IN BRIEF—BAINES MEDICAL CENTER'
* 450-bed medical center in the Northeast

+ Physicians requested creation of freestanding cath lab
in MOB adjacent to hospital

+ Two years after lab completion, physicians curtail
active days in the lab to just Fridays, averaging only
three procedures per week

! Pseudonym
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Screening Diabetes Patients for Cardiac Opportunities

Step 1 Step 2 Step 3

Process mm ﬁ* ‘%‘%
Revenue M

Step 4

RN

1. Endocrinologist identifies patients most at risk of devel-
oping complications from diabetes

2. Cardiologist examines high risk patients for peripheral
arterial disease using ankle-brachial index test

3. Patients with ABI tests indicating PAD further tested
for other peripheral vascular, coronary artery diseases

4. Appropriate care provided for patients in need of surgi-
cal or percutaneous procedures

152
p 0 KEY DEFINITIONS AND ASSUMPTIONS
ofential Outcome . . L
Etimated Yield Estimated Incremental Hospital Revenue Based on data from Am-erlcan. Dlal.)etes Asso.c1at1on
Per 1,000 Patients Per 1,000 Patients + Assumes 25% of outpatient diabetic population
$117.000 $145, 250 identified as “high-risk” and screened
250 + Assumes 20% of those diagnosed with PAD require
intervention
i 15 15759 .
13 / it + Average $50 revenue per test from ABI screening
To  PAD Indicoted Inifial ~ Follow Up Procedures  Total * Average $250 revenue for follow-up testing (which
"High- Identified ~ for Screening  Tesfing may include echocardiograms, stress tests, pulse
Risk" Procedure volume recordings, duplex ultrasounds, magnetic
| dings, duplex ul d gneti
Screened resonance angiograms, etc.)
153

20% to 29% of diabetics diagnosed with peripheral
arterial disease

Source: Marketing and Planning Leadership Council inferviews and analysis.

+ Average $9,000 revenue per revascularization
(assuming typical ration between CABG and PCI)

! Self-pay or commercial contract; currently not
reimbursed by most Medicare intermediaries

- d€S€ELT
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Freestanding Cath Lab Centers of Excellence

Weighing Impact on Feasibility

« Though new outpatient procedures allowing larger patient population to be treated in outpatient setting, safety

Sty - guidelines restrict population
Restrictions J/l

-« Insufficient outpatient volumes makes PCl risky procedure to perform without surgical backup
~ o (linical efficacy of PCl for elective patients questioned by COURAGE trial
Diagnostic cath volumes continue to fall as CCTA procedures rise

Legal Concerns l « New Stark revisions, both implemented and proposed, limit past physician alignment models

o Placement of new outpatient cath lub in physician offices may prove strong method of alignment, increasing
Physician T T .~ utilization, downstream referrals

Alignment o Lab offers new opportunity for subspecialist cross-referrals
« Physicians potentially seeking closer hospital ties due to declining reimbursement, rise in HOPPS reimbursement
Strongly Positive Moderately l T - Moderately l Strongly
T Effect Positive Effect Mixed Effcts Negative Effect Negative Effect

154

Source: Marketing and Planning Leadership Council inferviews and analysis. ! Freestanding
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Regulatory
Considerations

Are we located in a state that allows freestanding cath labs?
Are we located in a state that allows elective PCl without surgery on site?

Can we secure a HOPPS provider designation for the lab?

Clinical
Considerations

Do our physicians believe freestanding cath lab procedures are dlinically safe and
justified?

Do we have established transfer protocols and safety guidelines for emergent cases?

Operational
Considerations

Are our physicians and patients dissatisfied with our current outpatient cath lub
operations?

Do our physicians perform sufficient volumes to justify the new expense and ensure
patient safety?

Do we have sufficient specialist diversity to bring in new referrals to the lab?
Do our physicians have a stake in the success of the freestanding cath lab?

If we do not build o freestanding lab with our physicians, might one of our competitor
hospitals?

155

Source: Marketing and Planning Leadership Council inferviews and analysis.
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Freestanding Cath Lab Centers of Excellence

Optimal Outpatient Center Execution

2008 Centers of Excellence

Dedicated center

Descrintion Multiple modality for treatment of Convenience Qutpatient cath lab
P diagnostic facility nonvhealing wounds care clinic . outside hospital
Type Ubiquitous Emerging Novel Transforming
________________ Ugency . Window of Opportunity? Pevewiol . . [Immedote . . [megng
Center Profitability SN $S S SS
* Ready access « Hyperbaric oxygen therapy - « Varied product portfolio  « Optimal siting
Critical Success » Ease of scheduling . - ' .
Factors _ « Procedure mix o FHficient staffing levels ~  « Breadth of services
) s:f(}[:rzzﬁgt?;? « Physician involvement o Physician support o Physicion alignment

156

® @

Spine Joint
Surgery Replacement

157

Source: Marketing and Planning Leadership Council inferviews and analysis.

1. Spine Surgery

« Volumes increasingly moving to outpatient surgery
centers

+ Outmigration expected to continue in forseeable future

« Numerous procedures approved under 2008 ASC pay-
ment rates

2. Joint Replacement

« Continuous decreasing length of stay

« Improvements in anesthesia cut recovery time dramati-
©) cally

Bariatrics « Several facilities have already successfully completed

outpatient joint replacement

3. Bariatrics

« LAP-BAND procedure successfully completed in outpa-
tient setting

* Procedure less complex than gastric bypass surgery with
similar outcomes at three-year mark

+ Should band slip, reorientation can also be performed
outpatient in ASCs
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