EXECUTIVE SUMMARY
EVALUATIONS OF THE FOLLOWING CERTIFICATE OF NEED APPLICATIONS
PROPOSING ADDITIONAL GENERAL ACUTE CARE PEDIATRIC BEDS:
e SEATTLE CHILDREN’S PROPOSING TO ADD 100 GENERAL ACUTE CARE PEDIATRIC
BEDS AND 21 PSYCIATRIC BEDS AT ITS EXISTING HOSPITAL IN SEATTLE

e MULTICARE HEALTH SYSTEM PROPOSING TO ADD 25 GENERAL ACUTE CARE
PEDIATRIC BEDS TO MARY BRIDGE CHILDREN’S HOSPITAL AND HEALTH CENTER
IN TACOMA

BRIEF PROJECT DESCRIPTIONS

Seattle Children’s

Seattle Children’s Hospital and Regional Medical Center (Children’s) is owned by Children’s Health Care
System, a Washington not-for-profit, public benefit 501(c)(3) tax exempt organization, founded in 1907 as
Children’s Orthopedic Hospital. Children’s provides health care services through its main hospital campus in
Seattle’s Laurelhurst neighborhood, through local satellite clinics, via partnerships with other hospitals in
Washington, Alaska, Montana, and Idaho and a home care agency. [Source: Seattle Children’s Hospital website]

Children’s proposes two separate, but connected, expansion projects. First, Children’s proposes to add 100
general acute care pediatric beds to the existing hospital’s 250 licensed beds and located at 4800 Sand Point
Way NE in Seattle, Washington. The new beds would be housed in available space of the existing hospital and
in a new 9-story patient care building built across the street from the current hospital campus. The second
associated project proposes an additional 21 psychiatric beds. At project completion Children’s will have 311
general medical surgical beds, 41 psychiatric beds and 19 NICU level 111 bassinettes.

The capital expenditure associated with the entire expansion plans is $444,251,164. Of this total, $216,554,633
is attributed to the portion requiring Certificate of Need approval. If this project is approved, Children’s
anticipates that all the beds would become operational by November, 2015. Under this timeline, year 2016
would be the facility’s first full calendar year of operation. [Children’s Application, p19 & 40]

MultiCare Health System / Mary Bridge

MultiCare Health System (MultiCare) proposes to add 25 general acute care pediatric beds to the organization’s
Mary Bridge Children’s Hospital and Health Center (Mary Bridge) located at 315 Martin Luther King Way in
Tacoma, Washington. The new beds would add to the current 72 licensed beds and be housed in a new space
constructed atop the campus’s Milgard Pavilion tower. At project completion Mary Bridge will have 97 general
medical surgical beds. [MultiCare Application, p18]

The capital expenditure associated with the total tower expansion is $28,419,426. Of this amount, $22,815,205
is attributed to the 6™ and 7" floor beds requiring Certificate of Need approval. If this project is approved,
MultiCare anticipates that the beds would become operational by September, 2014. Under this timeline, year
2015 would be the facility’s first full calendar year of operation. [MultiCare Application, p18 & 48]
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APPLICABILITY OF CERTIFICATE OF NEED LAW

These projects are subject to Certificate of Need review as the bed addition to a health care facility under the
provisions of Revised Code of Washington (RCW) 70.38.105(4)(e) and Washington Administrative Code
(WAC) 246-310-020(1)(c).

CONCLUSIONS

Seattle Children’s

For the reasons stated in this evaluation, the application submitted on behalf of Seattle Children’s proposing to
add 100 general acute care pediatric and 21 psychiatric beds to the hospital’s is consistent with applicable
criteria of the Certificate of Need Program, and a Certificate of Need should be approved. At project
completion Children’s will have 311 general medical surgical beds, 41 psychiatric beds and 19 NICU level 111
bassinettes.

Approved Capital Costs: $216,554,633

MultiCare Health System

For the reasons stated in this evaluation, the application submitted on behalf of MultiCare Health System
proposing to add 25 acute care beds to Mary Bridge Children’s Hospital and Health Center is not consistent
with applicable criteria of the Certificate of Need Program, and a Certificate of Need is denied.
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EVALUATIONS OF THE FOLLOWING CERTIFICATE OF NEED APPLICATIONS
PROPOSING ADDITIONAL GENERAL ACUTE CARE PEDIATRIC BEDS:
e SEATTLE CHILDREN’S PROPOSING TO ADD 100 GENERAL ACUTE CARE PEDIATRIC
BEDS AND 21 PSYCIATRIC BEDS AT ITS EXISTING HOSPITAL IN SEATTLE

e MULTICARE HEALTH SYSTEM PROPOSING TO ADD 25 GENERAL ACUTE CARE
PEDIATRIC BEDS TO MARY BRIDGE CHILDREN’S HOSPITAL AND HEALTH CENTER
IN TACOMA

PROJECT DESCRIPTIONS

Seattle Children’s

Seattle Children’s Hospital and Regional Medical Center (Children’s) is owned by Children’s Health Care
System, a Washington not-for-profit, public benefit 501(c)(3) tax exempt organization, founded in 1907 as
Children’s Orthopedic Hospital. Children’s provides health care services through its main hospital campus in
Seattle’s Laurelhurst neighborhood, through local satellite clinics, via partnerships with other hospitals in
Washington, Alaska, Montana and Idaho and a home care agency.

Seattle Children’s hospital is a tertiary provider of pediatric care that draws patients from throughout
Washington, Alaska, Idaho and Montana for acute care, hematology/oncology, infectious disease, organ
transplantation, rehabilitation, cardiology, and other specialized pediatric services. Seattle Children’s Hospital
also currently operates a pediatric specialty outpatient center in Bellevue on the Overlake Hospital Medical
Center campus. Children’s is currently licensed for 250 beds. Of these beds, 211 are used as general medical
surgical beds, 20 as psychiatric beds, and 19 for NICU services. [Seattle Children’s Hospital website; Children’s
Application, p9 & 23; DOH licensing records]

Children’s proposes two separate, but connected, expansion projects. First, Children’s proposes to add 100
general acute care pediatric beds to the existing hospital located at 4800 Sand Point Way NE in Seattle,
Washington. The new beds would be housed in available space at the existing hospital and in a new 9-story
patient care building built across the street from the current hospital campus. The second associated project
proposes an additional 21 psychiatric beds.

The capital expenditure associated with the entire expansion plans is $444,251,164. Of this total, $216,554,633
is attributed to the projects requiring Certificate of Need approval. If approved, Children’s anticipates that the
beds would become operational by 2015. [Children’s Application, p19 & 40]

Phase One (1a)

Children’s intends to erect 4 of the approved beds into space currently available within three separate areas of
the hospital. These beds would be activated upon CN approval and would increase the total bed capacity to
254. At this point, Children’s will have 215 general medical surgical beds, 20 psychiatric beds and 19 NICU
level 111 bassinettes.

Phase Two (1b)

This phase will begin to use space construction in the new patient tower. New general acute care pediatric
capacity will be added to three floors of the new construction and 8 of the psychiatric beds will become
available for services in vacated space within the existing hospital. Once the reconfiguration is completed in the
Fall of 2013, 66 beds will be added and the total licensed bed capacity will increase to 320. At this point,
Children’s will have 273 general medical surgical beds, 28 psychiatric beds and 19 NICU level III bassinettes.
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Phase Three (1c)

This phase will continue to use space construction in the new patient tower. New general acute care pediatric
capacity will be added to two new floors of the planned construction and the remaining 13 psychiatric beds will
become available for services in vacated space within the existing hospital. Once the reconfiguration is
completed in late 2015, the remaining beds will be added and the total bed capacity will increase to 371. The
total licensed bed capacity at the proposed project completion would consist of 311 general acute care pediatric
beds, 19 NICU bassinettes and 41 psychiatric beds. [Children’s Application, p9 & 19]

Once Children’s completes a final phase (1d) to finish building out the proposed tower, the capital expenditure
for the entire expansion project will total $444,251,164. Of this amount, $216,554,633 is attributed to the
projects requiring Certificate of Need approval. The amount attributed for the general acute care pediatric bed
expansion accounts for 96% of this and totals $208,744,868. If approved, Children’s anticipates that the beds
would become operational by November, 2015. Under this timeline, year 2016 would be the facility’s first full
calendar year of operation. The project’s breakdown of its capital expenditures is listed below. [Children’s
Application, p19 & 40]

Item General Acute | Psychiatric Total
Care Beds Beds Both Projects
:‘a”d & Leasehold $135351,719 |  $4,274,730 | $ 138,007,684
mprovements
Fixed & Moveable Equipment $ 16,580,000 $ 866,880 | $ 17,446,880

Architect / Consulting Fees $ 12,589,771 $ 531,484 | $ 13,121,255
Supervision and Inspection $ 4,364,016 $ 247,144 | $ 6,229,925
Taxes & Review Fees $ 9,144,833 $ 415206 | $ 41,748,889
$
$

Other Project Costs 30,714,529 $1,474321| $ 32,188,850
Total Estimated Capital Costs 208,744,868 $7,809,765 | $216,554,633

To avoid confusion in this evaluation, beginning with the Need review criteria, each of the two projects
proposed by Children’s will be addressed separately. Pages 10 through 37 and Appendix A will address
Children’s acute care bed addition project; Children’s psychiatric bed project criteria review begins on page 38
and includes Appendix C.

MultiCare Health System / Mary Bridge
MultiCare Health System is a not-for-profit health system serving the residents of Washington State. MultiCare
Health System includes four hospitals, 20 physician clinics, six urgent care facilities, and a variety of health
care services, including home health, hospice, and specialty clinics in Pierce and King Counties. Below is a list
of the three separately-licensed hospitals owned and/or operated by MultiCare Health System. [CN historical files,
MultiCare Health System website; MultiCare Application, p7]

e Tacoma General / Allenmore, Tacoma®

e Mary Bridge Children’s Hospital and Health Center, Tacoma’

e Good Samaritan Hospital, Puyallup

Mary Bridge Children’s Hospital and Health Center (Mary Bridge) was established in 1955 as a pediatric
hospital in southwest Washington and is located at 311 South ‘L’ Street in Tacoma, Washington. Mary Bridge
provides comprehensive and multidisciplinary inpatient pediatric services to the residents of Thurston, Lewis,

! Tacoma General Hospital and Allenmore Hospital are located at two separate sites; they are operated under the same hospital license
of “Tacoma General/Allenmore Hospital.”
? Mary Bridge Children’s Hospital is located within Tacoma General Hospital; each facility is licensed separately.
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King, Pierce, Kitsap, Mason, Grays Harbor, Jefferson and Pacific counties. Mary Bridge currently holds the
designation as a level Il trauma center and has recently expanded the size of its 24-hour emergency department.

MultiCare proposes to add 25 general acute care pediatric beds to Mary Bridge’s current licensed capacity of 72
beds. The new beds would be housed in the addition of a 6™, and shelled in 7th, floor to the existing Milgard
Pavilion. All 25 would be activated once the 6™ floor is completed and would expand the Mary Bridge portion
of the total Tacoma General/Mary Bridge campus. At project completion Mary Bridge will have 97 general
medical surgical beds. [MultiCare Application, p18]

The capital expenditure associated with the total expansion is $28,419,426. Of this amount, $22,815,205 is
attributed to the portion requiring Certificate of Need approval. If this project is approved, MultiCare
anticipates that the beds would become operational by September, 2014. Under this timeline, year 2015 would
be the facility’s first full calendar year of operation. [MultiCare Application, p18 & 48]

Of the total costs under review, 65% is related to construction and improvements; 15% is allocated to
equipment; and the remainder distributed between taxes and fees. The totals are outlined below. [MultiCare
Application, p48]

Breakdown Of Capital Costs Total % of Total
Construction & Leasehold Improvements $ 14,793,284 65%
Fixed & Moveable Equipment $ 3,400,000 15%
Architect / Consulting Fees $ 2,785,532 12%
Taxes & Review Fees $ 1,836,389 8%

Total Estimated Capital Costs | $ 22,815,205 100.00%

APPLICABILITY OF CERTIFICATE OF NEED LAW

These projects are subject to Certificate of Need review as the bed addition to a health care facility under the
provisions of Revised Code of Washington (RCW) 70.38.105(4)(e) and Washington Administrative Code
(WAC) 246-310-020(1)(c).

CRITERIA EVALUATION
WAC 246-310-200(1)(a)-(d) identifies the four determinations that the department must make for each
application. WAC 246-310-200(2) provides additional direction in how the department is to make its
determinations. It states:
“Criteria contained in this section and in WAC 246-310-210, 246-310-220, 246-310-230, and 246-310-
240 shall be used by the department in making the required determinations.
(@) In the use of criteria for making the required determinations, the department shall consider:

(i) The consistency of the proposed project with service or facility standards contained in this
chapter;

(i) In the event the standards contained in this chapter do not address in sufficient detail for a
required determination the services or facilities for health services proposed, the department
may consider standards not in conflict with those standards in accordance with subsection
(2)(b) of this section; and

(iii) The relationship of the proposed project to the long-range plan (if any) of the person proposing
the project.”

In the event the WAC 246-310 does not contain service or facility standards in sufficient detail to make the
required determinations, WAC 246-310-200(2)(b) identifies the types of standards the department may consider
in making its required determinations. Specifically WAC 246-310-200(2)(b) states:
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“The department may consider any of the following in its use of criteria for making the required

determinations:

(i) Nationally recognized standards from professional organizations;

(if) Standards developed by professional organizations in Washington state;

(iii) Federal Medicare and Medicaid certification requirements;

(iv) State licensing requirements;

(v) Applicable standards developed by other individuals, groups, or organizations with recognized
expertise related to a proposed undertaking; and

(vi) The written findings and recommendations of individuals, groups, or organizations with recognized
expertise related to a proposed undertaking, with whom the department consults during the review
of an application.”

APPLICATION CHRONOLOGY

Action Children’s MultiCare
Letter of Intent Submitted April 16, 2010 June 11, 2010
Application Submitted June 1, 2010 July 14, 2010
Department’s pre-review Activities July 15, 2010 through
including screening and responses September 16, 2010
Beginning of Review September 17, 2010
End of Public Comment October 22, 2010
Rebuttal Comments Received November 8, 2010
Department's Anticipated Decision Date December 23, 2010
Department's Actual Decision Date March 15, 2011

CONCURRENT REVIEW AND AFFECTED PERSONS

The comparative review process promotes the expressed public policy goal of RCW 70.38 that the development
or expansion of health care facilities is accomplished in a planned, orderly fashion and without unnecessary
duplication. In the case of these projects submitted by Children’s and MultiCare, the department will issue one
single evaluation regarding whether all, any, or none of the projects should be issued a Certificate of Need.

In additional to the applicants, one additional entity sought and received affected person status under WAC 246-
310-010.
e Providence Health System/Sacred Heart Medical Center

SOURCE INFORMATION REVIEWED

Seattle Children’s Certificate of Need application submitted June 1, 2010

MultiCare Health System’s Certificate of Need application submitted July 14, 2010

Seattle Children’s updated methodology dated August 30, 2010

Seattle Children’s supplemental information dated September 8, 2010

MultiCare Health System’s supplemental information dated September 9, 2010

Department of Health's Office of Hospital and Patient Data Systems (HPDS) financial feasibility and cost

containment analysis for Seattle Children’s dated December 10, 2010

o Department of Health's Office of Hospital and Patient Data Systems (HPDS) financial feasibility and cost
containment analysis for MultiCare Health System dated December 16, 2010

e Comprehensive Hospital Abstract Reporting System (CHARS) data and Charity Care Policy approvals
obtained from the Department of Health's Office of Hospital and Patient Data Systems
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Public comment received during the course of the review

Acute care bed capacity surveys submitted by Seattle Children’s and Mary Bridge Children’s Hospital
Seattle Children’s rebuttal comments dated November 8, 2010

Acute Care Bed Methodology extracted from the 1987 State Health Plan

Population estimates and forecasts obtained from the Claritas, Inc.

Data obtained from the HPDS website

Data obtained from the Seattle Children’s website

Data obtained from the MultiCare Health System website

Certificate of Need Historical files

Department of Health’s Investigation and Inspection’s Office (I1O) files

CONCLUSIONS

Seattle Children’s 100 General Acute Care bed addition.
For the reasons stated in this evaluation, the application submitted on behalf of Seattle Children’s proposing to
add 100 general acute care pediatric beds to the hospital is consistent with applicable criteria of the Certificate
of Need Program, and a Certificate of Need is approved.

Approved Capital Costs: $208,744,868

MultiCare Health System

For the reasons stated in this evaluation, the application submitted on behalf of MultiCare Health System
proposing to add 25 acute care beds to Mary Bridge Children’s Hospital and Health Center is not consistent
with applicable criteria of the Certificate of Need Program, and a Certificate of Need is denied.
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A. Need (WAC 246-310-210)
Based on the source information reviewed, in relation to the need criteria in WAC 246-310-210, (1) and (2)
the department determines that:
e Seattle Children’s project has met the need criteria
e MultiCare Health System’s project has not met the need criteria

(1) The population served or to be served has need for the project and other services and facilities of the type
proposed are not or will not be sufficiently available or accessible to meet that need.
The Department uses the Hospital Bed Need Forecasting Method contained in the 1987 Washington State
Health Plan to assist in its determination of need for acute care capacity. This forecasting method is
designed to evaluate need for additional capacity in general, rather than identify need for a specific project.

In relation to these two applications, the Department had multiple, but separate, meetings with
representatives of both applicants to discuss the use of the traditional numeric acute care bed methodology
for the forecast of beds within a hospital which focuses upon pediatric care. Though the Department
determined the 10-step process would continue to allow for a mathematical tool to forecast potential need,
each applicant expressed concerns regarding the age groups, patient days, and use rates traditionally applied.

Though specifics varied, there was constancy in the applicant’s concerns about how to account for the
differing use rates of the traditional 0-14 pediatric population and that of the patients that were 15 years and
above that each hospital regularly served. Agreement was achieved with each applicant to maintain the
traditional construct of the acute care bed methodology with changes in the data applied by each applicant.

Children’s applied a statewide planning area. The methodology reflected a facility based approach rather
than upon the Central County planning area in which it resides. The growth trend applied in the forecast
figures was to be calculated based upon the hospital’s 0-14 pediatric patient days. Capacity and use rates
would be determined through a separation of the two applicable age cohorts of 0-14 and 15-20 years, in the
same manor where the department would traditionally compute differing use rates for 0-64 and 65+ age
cohorts.

For Mary Bridge, MultiCare would apply an eight-county planning area determined by the percentage of
Mary Bridge’s patient days currently provided to the surrounding counties®. In this manor, the MultiCare
methodology reflected a traditional planning area approach defined by the facility’s actual patient day totals.
Trends, capacity, and use rates would be determined through a concentration upon the 8-county planning
area and the population of 0-17.

Further, each applicant contended that their respective hospitals would be the only capacity considered in
step 10 of their supporting methodologies. In review of the information, the Department determined that,
though most other hospitals would have some pediatric patient days as a part of their day-to-day operations,
each of these two applicants could be shown to stand alone in their facilities dedication to specific
specialties related to pediatric care. Because of these relevant distinctions, the department accepted each
applicant’s proposed capacity limitations.

With these alterations applied, the Department reviewed and prepared bed need forecasts to determine
baseline need for pediatric acute care capacity. These projections were completed prior to determining
whether the applicant should be approved to meet any projected need.

® MultiCare limited the counties to include only those in which 10% or more of the facility’s current patient days could be
demonstrated.
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Summary of Children’s Numeric Methodology

Children’s proposes to add 100 general acute care pediatric beds to the hospitals capacity in multiple phases.
Given that this proposal involves construction, Children’s began working on the project in 2010. The
general acute care pediatric beds would be added in multiple phases detailed in the project description.
Under the proposed timeline, 2018 would be Children’s third year of operation with 311 general acute care
pediatric beds. [Children’s Application, p16, CN Historical files]

Children’s provided two numeric methodologies for consideration in support of the requested beds. The
method submitted as part of the original application relied upon discharge data for the years between 1999
and 2008. The method submitted during the screening of the application updated the discharge data to
include 2009 and separated the projections into two age cohorts of 0-14 and 15-20. The methodology
submitted during screening will be used in the review of this bed request. [Children’s Application, Exhibit 7;
Seattle Children’s August 30, 2010 methodology 2]

Children’s followed each step of the methodology as discussed above. The entirety of Washington State
was the applied planning area and patient days and population figures followed this premise. As a result,
Children’s computed a current need for additional beds. The need expands in each forecast year, reaching
104 beds in 2016. A complete summary of the applicant’s projections are shown in Table 1.

Table 1
Summary of the Children’s Need Methodology
2010 2011 2012 2013 2014 2015 2016
Patient Days 66,533 | 68,594 | 70,923 | 73,296 | 75,543 | 77,993 | 80,505
Planning Area Beds 211 211 211 211 211 211 211
Gross Need 260 268 278 287 296 305 315
Net Need 49 57 67 76 85 94 104

* All numbers are rounded accordingly.

Summary of MultiCare’s Numeric Methodology

MultiCare proposes to add 25 general acute care pediatric beds in the expansion of the Mary Bridge
Campus. Given that this proposal involves construction, MultiCare intends to begin the project in the
Spring of 2012. The general acute care pediatric beds would be added upon completion of the additional
tower floor. Under the proposed timeline, 2017 would be Children’s third year of operation with 97 general
acute care pediatric beds. [MultiCare Application, p18 & 27]

MultiCare provided two numeric methodologies for consideration in support of the requested beds. The
method submitted as part of the original application relied upon discharge data for the years between 1999
and 2008. The method submitted during the screening of the application updated the discharge data to
include 2009 and considered a single age cohort of 0-17. The methodology submitted during screening will
be used in the review of this bed request. [MultiCare Application, Exhibit 9; MultiCare Supplemental Information,
Exhibit 1]

MultiCare followed each step of the methodology as discussed above. The applicant identified a service
area of eight specific counties which contributed 10% or more of the hospitals current patient day totals®.
MultiCare computed a current need for additional beds, increasing in each subsequent year; reaching 39
beds in 2016. A complete summary of the MultiCare’s projections are shown in Table 2.  [MultiCare
Application, p16]

* The counties included are Grays Harbor, Jefferson, Kitsap, Lewis, Mason, Pacific, Pierce, and Thurston
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Table 2
Summary of the MultiCare Need Methodology

2010 2011 2012 2013 2014 2015 2016
Patient Days 22,968 | 23,171 | 23,377 | 23,588 | 23,802 | 24,028 | 24,347
Planning Area Beds 72 72 72 72 72 72 72
Adjusted Gross Need 105 106 107 108 109 110 111
Net Need 33 34 35 36 37 38 39

* All numbers are rounded.

The Department’s Determination of Numeric Need:

The department uses the Hospital Bed Need Forecasting Method contained in the 1987 Washington State
Health Plan (SHP) to assist in its determination of need for acute care capacity. This forecasting method is
designed to evaluate need for additional capacity in general, rather than identify need for a specific project.
Though the SHP was “sunset” in 1989, the department has concluded that this methodology remains a
reliable tool for predicting the baseline need for acute care beds.

The 1987 methodology was a revision of an earlier projection methodology prepared in 1979 and used in
the development of subsequent State Health Plans. This methodology was developed as a planning tool for
the State Health Coordinating Council to facilitate long-term strategic planning of health care resources.
The methodology is a flexible tool, capable of delivering meaningful results for a variety of applications,
dependent upon variables such as referral patterns, age-specific needs for services, and the preferences of
the users of hospital services, among others.

The 1987 methodology is a twelve-step process of information gathering and mathematical computation.
The first four steps develop trend information on resident utilization. The next six steps calculate baseline
non-psychiatric bed need forecasts. The final two steps are intended to determine the total baseline hospital
bed need forecasts, including need for short-stay psychiatric services: step 11 projects short-stay psychiatric
bed need, and step 12 is the adjustment phase, in which any necessary changes are made to the calculations
in the prior steps to reflect conditions which might cause the pure application of the methodology to under-
or over-state the need for acute care beds. Though, the underlying data necessary to complete step 11 as
originally intended is no longer available.

The completed methodology for each applicant is presented as a series of steps in Appendix A (Children’s)
and B (MultiCare) of this evaluation. The methodologies presented here incorporate all considerations that
were discussed with the applicants and account for their differing approaches to establishing numeric need.
Where necessary, both adjusted and un-adjusted computations are provided as the calculations progress.

When preparing acute care bed need projections, the department traditionally relies upon population
forecasts published by OFM. Because OFM does not provide population estimates at the age breakouts
necessary for the intermediate ages applied in these applications, and to maintain data integrity, the
department relied upon estimates and projections developed by Claritas, Inc. for the applicable populations
in the respective planning areas or to the applicant as necessary.

A seven-year horizon for forecasting acute care bed projections will be used in the evaluation of the
applications, which is consistent with the recommendations within the state health plan that states, “For
most purposes, bed projections should not be made for more than seven years into the future”. Prior to the
release of this evaluation, the department produced the 2009 hospital data used to compile the bed forecasts.
As a result, the department will set the target year as 2016.
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This portion of the evaluation will describe the calculations made at each step and the assumptions and
adjustments made in that process. It will also include a review of any additional deviations related to the
assumptions or adjustments made by the applicant’s in their application of the methodology. A general
deviation both applicants and the department made in apply the SHP method is in age and service area as
describe on page 9. The titles for each step are excerpted from the 1987 SHP and are use to convey the
concept being measured in that step.

Step1:  Compile state historical utilization data (i.e., patient days within major service categories) for at
least ten years preceding the base year.

For this step, attached as Step 1, the department considered planning areas resident utilization data for 2000
through 2009 from the Department of Health Office of Hospital and Patient Data Systems’ CHARS
(Comprehensive Hospital Abstract Reporting System) database. Total resident patient days were identified
by age in the respective planning areas, excluding psychiatric patient days (Major Diagnostic Category,
MDC-19) and tertiary neonatal bassinette patient days (Major Diagnostic Category, MDC-15), according to
the county in which care was provided.

Children’s
Children’s followed this step as described above applying the 0-14 patient days recorded for the Seattle
Children’s Hospital.

MultiCare
MultiCare followed this step as described above applying the 0-17 totals for the Mary Bridge Planning Area
(MBPA)

Step 2:  Subtract psychiatric patient days from each year’s historical data.

While this step was partially accomplished by limiting the data obtained for Step 1, the remaining data still
included non-MDC 19 patient days spent at psychiatric hospitals. Patient days at dedicated psychiatric
hospitals were identified for each year and subtracted from each year’s total patient days. The adjusted
patient days are shown in Step 2.

Children’s
Children’s followed this step as described above.

MultiCare
MultiCare followed this step as described above.

Step 3: For each year, compute the statewide and HSA average use rates.
The average use rate (defined as the number of patient days per 1,000 population) was derived by dividing
the total number of patient days in each group by that group’s population and multiplied by 1,000.

Children’s
Children’s followed this step as described above with values computed from the State of Washington Office
of Financial Management (OFM) county population forecasts and updates.

MultiCare

MutiCare followed this step as described above with values computed from the State of Washington Office
of Financial Management (OFM) county population forecasts. It is noted that the 1999-2008 totals reported
in the initial application do not seem to coincide with the column totals in the updated screening
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methodology when considered with 2000-2008 historical figures. Appendix B recasts the population figures
according to what could be derived from the MultiCare application.

Step4:  Using the ten-year history of use rates, compute the use rate trend line, and its slope, for each
HSA and for the state as a whole.

The department has computed a trend line based upon the use rates from these ten years and has included
them as Step 4. The resulting trend lines show an upward slope, in each case, meaning use rates are
increasing. This conclusion is supported by increasing utilization reported by hospitals throughout the state
in recent years, and is indicative of a growing population.

Children’s
Children’s followed this step as described above and established a growth slope for the 0-14 use rates of
Seattle Children’s Hospital.

MultiCare

MultiCare followed this step as described above and established a series of slopes for the State, the HSA,
and the MBPA. The applicant applied the most conservative result (the State slope of 0.147). In Appendix
B, the department calculated only the planning area slope and, with the revised population totals, applied a
slope of 0.5204.

Step 5:  Using the latest statewide patient origin study, allocate non-psychiatric patient days reported in
hospitals back to the hospital planning areas where the patients live. (The psychiatric patient day data are
used separately in the short-stay psychiatric hospital bed need forecasts.)

The previous four steps of the methodology utilizes data particular to the residents of the respective
planning areas. In order to forecast the availability of services for the residents of a given region, patient
days must also be identified for the facilities available within the planning area. Step 5 identifies referral
patterns in and out of the planning areas and illustrates where residents of the planning area currently
receive care. For this review, the department separated patient days according to the changes detailed
above. The Children’s method includes a 0-14 and a 15-20 year cohort and MultiCare had a single 0-17
year cohort.

As has been noted earlier, the original purpose for this methodology was to create comprehensive, statewide
resource need forecasts. For purposes of this evaluation, the state was broken into the planning areas as
described by each of the applicants. Step 5 illustrates the age-specific patient days for residents of the
respective planning areas and for the rest of the state; where applicable.

Children’s
Children’s followed this step as described above with 2009 CHARS data for the two age cohorts recorded
for Seattle Children’s Hospital.

MultiCare
MultiCare followed this step as described above with 2009 CHARS data for a single 0-17 age cohort. The
applicant considered the total days for the planning area in its entirety and those recorded statewide.

Step 6: Compute each hospital planning area’s use rate (excluding psychiatric services) for each of the
age groups considered (at a minimum, ages 0-64 and 65+).

Step 6 illustrates the age-specific use rates for the year 2009 for the respective planning areas and for the
rest of the state.
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Children’s
Children’s followed this step as described above except its two age cohorts were 0-14 and 15-20.

MultiCare

MultiCare followed this step as described above except Mulicare used a single age cohort of 0-17.
Appendix B details the figures applied and re-calculated the applicable use rate in relation to the revised
2009 population total.

Step 7A:  Forecast each hospital planning area’s use rates for the target year by “trend-adjusting” each
age-specific use rate. The use rates are adjusted upward or downward in proportion to the slope of either
the statewide ten-year use rate trend or the appropriate health planning region’s ten-year use rate trend,
whichever trend would result in the smaller adjustment.

As discussed in Step 4, the department used the ten-year use rate trends for 2000-2009 to reflect the use
patterns of Washington residents. The 2009 use rates determined in step 6 were multiplied by the slopes of
the ten-year use rate trend line recorded in step 4.

The methodology is designed to project bed need in a specified “target year.” It is the practice of the
department to evaluate need for an expansion project through seven years from the last full year of available
CHARS data, or 2009 for purposes of this analysis. Therefore, the target year for the expansion projects
will be 2016.

Children’s
Children’s applied the hospital’s use rate and followed this step as described above with no deviations.

MultiCare
MultiCare applied the statewide use rate and followed this step as described, but applied a forecast target
year of 2011. Appendix B establishes a target year of 2016.

Step 8: Forecast non-psychiatric patient days for each hospital planning area by multiplying the area’s
trend-adjusted use rates for the age groups by the area’s forecasted population (in thousands) in each age
group at the target year. Add patient days in each age group to determine total forecasted patient days.
Using the forecasted use rate for the target year 2016 and population projections, projected patient days for
the respective planning area residents are illustrated in Step 8. Forecasts have been prepared for a series of
years and are presented in summary in Step 10 under “Total Res Days.”

Children’s
Children’s applied this step as described above applying population totals with values computed from the
State of Washington Office of Financial Management (OFM) county population forecasts and updates.

MultiCare

MultiCare followed this step as described above and computed projections through 2022. These figures
were used as the basis for the historical and forecasted annual population totals applied in steps 3 and 8 in
Appendix B.

Step 9: Allocate the forecasted non-psychiatric patient days to the planning areas where services are
expected to be provided in accordance with (a) the hospital market shares and (b) the percent of out-of-state
use of Washington hospitals, both derived from the latest statewide patient origin study.
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Using the patient origin study developed for Step 5, Step 9 illustrates how the projected patient days for the
respective planning areas and the remainder of the state were allocated from county of residence to the area
where the care is projected to be delivered in the target year 2016. The results of these calculations are
applied in the calculation of the adjusted patient days in Step 10.

Children’s
Children’s followed this step as described above to establish the facility’s projected patient days

MultiCare

MultiCare followed this step as described, though maintained a 2011 target year. This affected the accuracy
of the Projected Total Patient Day worksheet. Appendix B constructs step 9 according to the population
growth identified by the applicant (1%) for the years up to 2016. The resulting increased the immigration
rate to 0.781, increasing the number of patient days allocated to the hospitals.

Step 10:  Applying weighted average occupancy standards, determine each planning area’s non-

psychiatric bed need. Calculate the weighted average occupancy standard as described in Hospital

Forecasting Standard 11.f. This should be based on the total number of beds in each hospital (Standard

11.b), including any short-stay psychiatric beds in general acute-care hospitals. Psychiatric hospitals with

no other services should be excluded from the occupancy calculation.

The number of available beds in the planning area was identified in accordance with the SHP standard 12.a.,

which identifies:

1. Dbeds which are currently licensed and physically could be set up without significant capital expenditure
requiring new state approval;

2. beds which do not physically exist but are authorized unless for some reason it seems certain those beds
will never be built;

3. beds which are currently in the license but physically could not be set up (e.g., beds which have been
converted to other uses with no realistic chance they could be converted back to beds);

4. beds which will be eliminated.

SHP determines the number of available beds in each planning area, by including only those beds that meet
the definition of #1 and #2 above, plus any CN approved beds. This information was gathered through a
capacity survey of the state hospitals, inclusive of the applicant hospitals. For those hospitals that do not
respond to the department’s capacity survey, the information is obtained through the Department of Health’s
Office of Hospital and Patient Data Systems records. Below are a summary of the applicant’s facilities and
the Department’s determination of the capacity values used in the production of the bed need methodology.

Seattle Children’s

Seattle Children’s Hospital is located at 4800 Sandpoint Way Northeast in Seattle, within King County.
Children’s currently maintains a licensed capacity of 250 acute care beds. Of these beds, 19 are reported as
providing neonatal care and 20 are providing psychiatric services. Children’s will be recorded to have a
total capacity of 211 general acute care pediatric beds. [Seattle Children’s Utilization Survey; Children’s Application,
p9; CN licensing records]

MultiCare / Mary Bridge

Mary Bridge Hospital is located at 317 Martin Luther king Jr. Way in Tacoma, within Pierce County. Mary
Bridge is currently maintains a licensed capacity of 72 beds. Of these beds, none are reported as providing
services precluded from acute care services. Mary Bridge will be recorded to have a total capacity of 72
general acute care pediatric beds. [Mary Bridge Utilization Survey; MultiCare Application, p18 & 36; CN licensing
records]
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While the methodology states that short-stay psychiatric beds should be included in the above totals, the fact
that all psychiatric patient days were excluded from the patient days analyzed elsewhere in the methodology
makes their inclusion inconsistent with the patient days used to determine need. The totals represented by
each applicant are displayed in Table 3. [Children’s Application, p9; MultiCare Application, p18 & 36]

Table 3
Applied Hospital Acute Care Bed Capacity Totals
Hospital Children’s | MultiCare | Department
Total Total Total
Seattle Children’s 211 - 211
Mary Bridge Hospital - 72 72

The weighted occupancy standard for a planning area is defined by the SHP as the sum, across all hospitals
in the planning area, of each hospital’s expected occupancy rate times that hospital’s percentage of total
beds in the area. In previous evaluations, the department determined that the occupancy standards reflected
in the 1987 SHP are higher than can be maintained by hospitals under the current models for provision of
care. As a result, the department adjusted the occupancy standards presented in the SHP downward by 5%
for all but the smallest hospitals (1 through 49 beds).

As a result of this change, the respective planning area’s weighted occupancy has been determined to be
70% for the Children’s need methodology and 60% for the MultiCare need methodology. The weighted
occupancy standard assumptions detailed above, is reflected in the line “Wtd Occ Std” in Step 10.

Step11: To obtain a bed need forecast for all hospital services, including psychiatric, add the non-
psychiatric bed need from step 10 above to the psychiatric inpatient bed need from step 11 of the short-stay
psychiatric hospital bed need forecasting method.

The applicant is not proposing to add psychiatric services at the facility. In step 10, the department
excluded the short stay psychiatric beds from the bed count total. For these reasons, the department
concluded that psychiatric services should not be forecast while evaluating this project.

Children’s
Children’s also did not provide psychiatric forecasts within its methodology for the 100 bed addition.

MultiCare
MultiCare omitted this step.

Step 12:  Determine and carry out any necessary adjustments in population, use rates, market shares, out-
of-area use and occupancy rates, following the quidelines in section 1V of this Guide.

Within the department’s application of the methodology, adjustments have been made where applicable and
described above.

Children’s
Children’s omitted this step.

MultiCare
MultiCare omitted this step.
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Department Methodology — Appendix A - Children’s

The results of the department’s methodology are available in Appendix A as Steps 10A through 10B
attached to this evaluation. Step 10A calculates the Children’s planning area bed need without the proposed
project. [Appendix A]

Table 4
Summary of Department’s Children’s Methodology
Appendix A, Step 10A — Without Proposed Children’s Project
2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016

Planning Area # of beds 211 211 211 211 211 211 211
Adjusted Gross Need 258 267 275 283 292 300 309
Projected Need— Without

Project (Step 10a) 47 56 64 72 81 89 98

As shown in Table 4, need for additional capacity currently exists throughout the forecast years. Step 10A
indicates that without the addition of new beds to the planning area, the need may reach 98 by 2016.
[Appendix A, Step 10a]

Step 10B demonstrates the impact of Children’s adding 100 additional pediatric beds to the planning area.
New beds are added in 2011, 2013, and 2015. The additional beds also increase the applied occupancy rate
applied after 2014. A summary of those results are shown in Table 5.

Table 5
Appendix A, Step 10B — With Children’s Project — Summary

2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016

Planning Area # of beds 215 215 215 273 273 311 311
Adjusted Gross Need 258 267 275 283 292 280 288
Need/(Surplus) - With

Project (Step 10Db) 43 52 60 10 19 (31) | (23)

* Negative () number indicates a surplus of beds. All numbers are rounded.

Step 10B illustrates the effect on the planning area if Children’s begins to add acute care beds to the
planning area in year 2010. In that year, when considering the results in 10B, the net planning area need
decreases, but maintains a need until the final year of the phased implementation. [Appendix A, Step 10b]

Department Methodology — Appendix B - MultiCare

The results of the department’s methodology are available in Appendix B as Steps 10A through 10B
attached to this evaluation. Step 10A calculates the MultiCare planning area bed need as proposed by the
applicant. It also recasts the population figures in the forecast years, applies a greater growth slope, and
resets the target year as described above. [Appendix B]

Table 6
Summary of Department’s Revised MultiCare Methodology
Appendix B, Step 10A — Without Proposed MultiCare Project

2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016
Planning Area # of beds 72 72 72 72 72 72 72
Adjusted Gross Need 107 108 109 110 111 112 114
Projected Need— Without 35 36 37 38 39 40 42
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| Project (Step 10a) | | | | | | | |

This methodology considers all 0-17 patient days in the 8-county MBPA to establish a total bed need. But it
only applies the capacity of Mary Bridge Children’s Hospital without consideration of the other hospitals5 in
the MBPA that will continue to provide some service to this defined population.

The department can accept the general approach MultiCare took for projecting 100% of the likely patient
days for the MBPA. To determine if it was reasonable for MultiCare to serve 100% of the projected patient
days in the MBPA, the department evaluated Mary Bridge’s 2009 market share for that planning area. That
market share was 67.42%. Based on the market share of Mary Bridge, the department does not agree with
Mary Bridge’s bed need projections that rely on Mary Bridge serving 100% of the projected patient days.

It is reasonable to project Mary Bridge’s bed need based on its current market share of 67.42% of the
MBPA. Step 10b of Appendix B applied Mary Bridge’s current market share to the MBPA total patient
days to determine the likely projected patients days for Mary Bridge. A summary of those results are shown
in Table 7.

Table 7
Appendix B, Step 10B — With MultiCare Market Share Adjustment

2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016
Planning Area # of beds 72 72 72 72 72 72 72
Adjusted Gross Need for
Mary Bridge 72 73 74 75 76 78 79
Need/(Surplus) - With
Project (Step 10b) 0 1 2 3 4 6 7

As shown, the need for additional capacity is one bed in 2011 and climbs slowly to seven beds in the target
year. [Appendix B, Step 10b]

The forecasted need does not support a 25 bed addition. Further, based upon 2009 CHARS, the hospital is
operating at an Average Daily Census of 39.6° in the 72-bed facility. This equates to an occupancy rate of
54%. A facility of this size has a minimum occupancy standard of 60%. The current occupancy of Mary
Bridge along with the bed need projections do not support the 25 bed addition proposed by MultiCare.

Throughout the comment period, the department received letters of support and personal testimony
regarding each project. The letters of support were submitted by residents of the planning area as well as
other state hospitals and health care providers. The letters expressed concerns with access to available
pediatric services and the increased bed need due, in part, to population growth within the respective
planning areas. These comments compliment, in differing degrees, the need forecasts detailed above. [Public
comment provided during the review]

Based on the above information and standards, the department’s conclusion regarding this sub-criterion

follows.

Children’s The department concludes that the proposed 100-bed general acute care pediatric expansion
proposed in the application can be supported by the bed need methodology. This sub-criterion is met.

*The MBPA has fourteen hospitals that provide some level of pediatric inpatient services.
® 14,446 total Mary Bridge 2009 patient days
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MultiCare
The department concludes that the proposed 25-bed general acute care pediatric expansion proposed in the
application cannot be supported by the bed need methodology. This sub-criterion is not met.

(2) All residents of the service area, including low-income persons, racial and ethnic minorities, women,
handicapped persons, and other underserved groups and the elderly are likely to have adequate access to
the proposed health service or services.

Children’s

Children’s is currently a provider of health care services to residents of Washington State, including low-
income, racial and ethnic minorities, handicapped and other underserved groups. As an acute care hospital,
Children’s also currently participates in the Medicare and Medicaid programs. To determine whether all
residents of the service area would continue to have access to an applicant’s proposed services, the
department requires applicants to provide a copy of its current or proposed admission policy. The
admission policy provides the overall guiding principles of the facility as to the types of patients that are
appropriate candidates to use the facility and any assurances regarding access to treatment.

To demonstrate compliance with this sub-criterion, Children’s provided a copy of its current Admission
Policy that would continue to be used at the hospital. The policy outlines the process/criteria that Children’s
will use to admit patients for treatment or care at the hospital. The applicant states that any patient requiring
care will be accepted for treatment at Children’s without regard to “race, Sex, creed, ethnicity, or disability”.
[Children’s Application, Exhibit 6]

To determine whether low-income residents would have access to the proposed services, the department
uses the facility’s Medicaid eligibility or contracting with Medicaid as the measure to make that
determination. To determine whether the elderly would have access or continue to have access to the
proposed services, the department uses Medicare certification as the measure to make that determination.

Children’s currently provides services primarily to Medicaid eligible patients. Details provided in the
application demonstrate that Children’s intends to maintain this status. For this project, a review of the
policies and data provided for Children’s identifies the facility’s financial pro forma includes Medicaid
revenues.

Children’s also provides a small degree of services to Medicare eligible patients. Details provided in the
application demonstrate that Children’s intends to maintain this status. For this project, a review of the
policies and data provided for Children’s identifies the facility’s financial pro forma includes Medicare
revenues. [Children’s Application, p47, Exhibit 11]

A facility’s charity care policy should confirm that all residents of the service area including low-income,
racial and ethnic minorities, handicapped and other underserved groups have, or would have, access to
healthcare services of the applicant. The policy should also include the process one must use to access
charity care at the facility.

Children’s demonstrated its intent to continue to provide charity care to residents by submitting its current
charity care policy that outlines the process a patient would use to access this service. Further, Children’s
included a ‘charity care’ line item as a deduction from revenue within the pro forma financial documents for
Children’s. [Application, Exhibits 6 & 11]
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For charity care reporting purposes, the Department of Health’s Hospital and Patient Data Systems program
(HPDS), divides Washington State into five regions: King County, Puget Sound (less King County),
Southwest, Central, and Eastern. Children’s is located in King County and is one of 20 hospitals located
within the King County Region. According to 2006-2008 charity care data obtained from HPDS, Children’s
has historically provided charity care above that provided in the region. Children’s most recent three years
(2006-2008) percentages of charity care for gross and adjusted revenues are detailed in Table 8. [HPDS 2006-
2008 charity care summaries]

Table 8
Children’s Charity Care Comparison
3-Year Average for 3-Year Average for
King County Region ’ Children’s
% of Gross Revenue 1.36 % 1.66 %
% of Adjusted Revenue 2.42 % 2.94 %

Children’s pro forma revenue and expense statements indicate that the hospital will provide charity care at
approximately 1.66% of gross revenue and 2.94% of adjusted revenue. RCW 70.38.115(2)(j) requires
hospitals to meet or exceed the regional average level of charity care. Figures demonstrate that the amount
of comparable charity care historically provided by Children’s is above the regional averages and Children’s
proposes to provide charity care above the three-year historical gross and adjusted revenue averages for the
proposed region.

The department concludes that all residents, including low income, racial and ethnic minorities,
handicapped, and other under-served groups would have access to the services provided by the hospital.
This sub-criterion is met.

MultiCare

Mary Bridge is currently a provider of health care services to residents of Washington State, including low-
income, racial and ethnic minorities, handicapped and other underserved groups. MultiCare hospitals also
currently participate in the Medicare and Medicaid programs. To determine whether all residents of the
service area would continue to have access to an applicant’s proposed services, the department requires
applicants to provide a copy of its current or proposed admission policy. The admission policy provides the
overall guiding principles of the facility as to the types of patients that are appropriate candidates to use the
facility and any assurances regarding access to treatment.

To demonstrate compliance with this sub-criterion, Mary Bridge provided a copy of its Adult and Children’s
Admission Policies that are used at the hospital. The policy outlines the process and parameters that Mary
Bridge will use to admit patients for treatment or care. The applicant states that the policy applies to any
patient requiring care at a MultiCare facility, but does not address guaranteed admission without regard to
items such as a patients race, ethnicity, national origin, citizenship, age, sex, pre-existing condition, physical
or mental status, insurance status, economic status or the ability to pay for medical services.  [MultiCare
Application, Exhibits 12A & B]

If this project is approved, a term would be added stating:
Mary Bridge will provide to the department, for review and approval, a revised version of the Admission
Policy used at the hospital. The revised policy must specifically address a patient’s guaranteed
admission without regard to items such as race, ethnicity, national origin, citizenship, age, sex, pre-

" Harborview Medical Center is subsidized by the state legislature to provide charity care services. Charity care percentages for Harborview make up
almost 50% of the total percentages provided in the King County Region. Therefore, for comparison purposes, the department excluded Harborview
Medical Center's percentages.
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existing condition, physical or mental status and be consistent with the other components of the
proposed agreement provided in the application.

To determine whether low-income residents would have access to the proposed services, the department
uses the facility’s Medicaid eligibility or contracting with Medicaid as the measure to make that
determination. To determine whether the elderly would have access or continue to have access to the
proposed services, the department uses Medicare certification as the measure to make that determination.

Mary Bridge currently provides services primarily to Medicaid eligible patients, with no anticipated revenue
from Medicare. Details provided in the application demonstrate that Mary Bridge intends to maintain this
status. For this project, a review of the policies and data provided for Mary Bridge identifies the facility’s
financial pro forma includes Medicaid revenues. [MultiCare Application, p23 & Exhibit 18]

A facility’s charity care policy should confirm that all residents of the service area including low-income,
racial and ethnic minorities, handicapped and other underserved groups have, or would have, access to
healthcare services of the applicant. The policy should also include the process one must use to access
charity care at the facility.

MultiCare demonstrated its intent to continue to provide charity care to residents by submitting its current
charity care and financial assistance policy that outlines the process a patient would use to access this
service. Further, MultiCare included a “provision for charity’ line item as a deduction from revenue within
the pro forma financial documents for MultiCare. [MultiCare Application, p63 & Exhibit 10]

For charity care reporting purposes, the Department of Health’s Hospital and Patient Data Systems program
(HPDS), divides Washington State into five regions: King County, Puget Sound (less King County),
Southwest, Central, and Eastern. The proposed MultiCare facility is located in Pierce County and is one of
18 hospitals located within the region. According to 2006-2008 charity care data obtained from HPDS,
Mary Bridge has historically provided less than the average charity care provided in the region. Mary
Bridge’s most recent three years (2006-2008) percentages of charity care for gross and adjusted revenues
are detailed in Table 9. [HPDS 2006-2008 charity care summaries; MultiCare Application, p40]

Table 9
Mary Bridge Charity Care Comparison

3-Year Average for | 3-Year Average for
Pierce County Region Mary Bridge
% of Gross Revenue 1.95 % 0.39 %
% of Adjusted Revenue 4.23 % 0.79 %

MultiCare and Mary Bridge provide a variety of community programs and investment. Although, historical
financial reports indicate that Mary Bridge has previously provided charity care below the regional average
of 1.95% of gross revenue and 4.23% of adjusted revenue. A review of the applicant’s pro forma shows
they are predicted to improve upon this trend and begin to exceed the regional average. Though Mary
Bridge does propose to exceed the regional average, a charity care condition for the hospital is necessary to
approve the project. [MultiCare Application, p40 & Exhibit 11]

Mary Bridge will provide charity care in compliance with the charity care policies provided in
this Certificate of Need application, or any subsequent polices reviewed and approved by the
Department of Health. Mary Bridge will use reasonable efforts to provide charity care in an
amount comparable to or exceeding the average amount of charity care provided by hospitals in
the Pierce County Region. Currently, this amount is 4.23% of adjusted revenue. Mary Bridge
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will maintain records documenting the amount of charity care it provides and demonstrating its
compliance with its charity care policies.

With the applicant’s agreement to the term and condition above, the department concludes that all residents,
including low income, racial and ethnic minorities, handicapped, and other under-served groups would have
access to the services provided by the hospital. This sub-criterion is met.

B. Financial Feasibility (WAC 246-310-220)
Based on the source information reviewed, in relation to the need criteria in WAC 246-310-220, (1),(2), and
(3)the department determines that:
e Seattle Children’s project meets the Financial Feasibility criteria
e MultiCare Health System’s project does not meet the Financial Feasibility criteria

(1) The immediate and long-range capital and operating costs of the project can be met.
WAC 246-310 does not contain specific WAC 246-310-220(1) financial feasibility criteria as identified in
WAC 246-310-200(2)(a)(i). There are also no known recognized standards as identified in WAC 246-310-
200(2)(a)(ii) and (b) that directs what the operating revenues and expenses should be for a project of this
type and size. Therefore, using its experience and expertise the department evaluates if the applicant’s pro
forma income statements reasonably project the proposed project is meeting its immediate and long-range
capital and operating costs by the end of the third complete year of operation.

To assist the department in its evaluation of this sub-criterion, the office of Hospital and Patient Data
Systems (HPDS) provides a summary of the short and long-term financial feasibility of the projects, which
includes a financial ratio analysis. The analysis assesses the financial position of an applicant, both
historically and prospectively. The financial ratios typically analyzed are 1) long-term debt to equity ratio;
2) current assets to current liabilities ratio; 3) assets financed by liabilities ratio; 4) total operating expense
to total operating revenue ratio; and 5) debt service coverage ratio. If a project’s ratios are within the
expected value range, the project can be expected to be financially feasible. Additionally, HPDS reviews a
project’s three-year projected statement of operations.

Children’s
HPDS provides a summary of the balance sheets from Children’s in Table 10.

Table 10
Children’s Balance Sheets
Children’s Fiscal Year End 2009

Assets Liabilities

Current 178,435,000 Current 96,933,000
Board Designated 459,580,000 Long Term Debt 481,936,000
Property/Plant/Equip 602,607,000 Other -
Other 104,059,000 Equity 765,812,000
Total 1,344,681,000 Total 1,344,681,000

Above figures from HPDS data
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Table 10 (Continued)
Children’s Balance Sheets

Children’s Fiscal Year End 2018

Assets Liabilities

Current 251,479,000 Current 164,543,000
Board Designated 1,099,342,000 Long Term Debt 657,282,000
Property/Plant/Equip 932,714,000 Other 38,868,000
Other 23,285,000 Equity 1,446,127,000
Total 2,306,820,000 Total 2,306,820,000

Above figures from CN application

The reported capital expenditure for the additional 100 pediatric beds is projected to be $208,744,868. The
costs will be funded through a combination of debt through tax exempt bonds and cash
reserves/philanthropy. The HPDS analysis determined, “Seattle Children’s in 2009 and in the third year of
the project balance sheet shows Board Designated assets in a strong position and that it has the assets to fund
the portion expected to come from reserves for this project”. In addition, HPDS concludes, “Seattle Children’s
IS very experienced obtaining tax exempt bonds as shown in their 2009 audited financial report, The audit
report lists six Revenue Bonds currently active totaling over $400 million in long term debt at the end of 2009”".
[HPDS Children’s analysis, p2, Children’s Application, p42]

As mentioned above, HPDS also reviewed the financial health of Children’s for December 31, 2009 to the
statewide year 2009 financial ratio guidelines for hospital operations. Statewide 2009 ratios are included as a
comparison and are calculated from all community hospitals in Washington State whose fiscal year ended in
that year. The data is collected by the Washington State Dept. of Health Hospital and Patient Data section of the
Center for Health Statistics. HPDS compared the financial ratios for current year 2009 and 2016 through
2018—or three years after project completion. Table 11 summarizes the comparison provided by HPDS.
[HPDS Children’s analysis, p3]

The A means it is better if the number is above the State number and B means it is better if the number is below
the state number. Bold numbers indicate a score that is outside the preferred ratio.

Table 11
Children’s Projected Financial Ratios
Children’s 2016 2017 2018

Ratio Category Trend | State09 2009 Year 1 Year 2 Year 3
Long Term Debt to Equity B 0.551 0.629 0.438 0.498 0.455
Current Assets/Current Liabilities A 2.223 1.841 1.645 1.593 1.528
Assets Funded by Liabilities B 0.433 0.430 0.346 0.371 0.356
Operating Expense/Operating Rev. B 0.942 0.929 0.951 0.940 0.942
Debt Service Coverage A 6.056 5.304 4.509 5.178 4.557
Definitions
Long Term Debt to Equity Long Term Debt/Equity
Current Assets/Current Liabilities Current Assets/Current Liabilities
Assets Funded by Liabilities Current Liabilities + Long term Debt/Assets
Operating Expense/Operating Revenue Operating Expense/Operating Revenue
Debt Service Coverage Net Profit + Depr and Int. Exp/Current Mat. LTD and Int. Exp
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The HPDS analysis explains the results in year three by observing that, “fiscal year end ratios for Seattle
Children’s are within acceptable range of the 2009 State average”. With regards to the Current Assets/Current
Liabilities ratios, HPDS concludes that, though these ratios are out of range, a review of the balance sheet
shows the Board Designated Assets is very strong which means the hospital is diligent about keeping extra cash
in investments. [HPDS Children’s analysis, p3]

The department concludes that Children’s would be able to meet its long term operating costs of the project
with an additional 100 general acute care pediatric beds relying upon the projected patient days. This sub-
criterion is met.

MultiCare
HPDS provides a summary of the balance sheets from the application in Table 12. [HPDS MultiCare analysis,

p2]

Table 12
MultiCare Balance Sheets
MultiCare Fiscal Year End 2009

Assets Liabilities

Current 541,857,000 Current 184,935,000
Board Designated 557,026,000 Long Term Debt 791,275,000
Property/Plant/Equip 964,788,000 Other 198,345,000
Other 49,742,000 Equity 938,858,000
Total 2,113,413,000 Total 2,113,413,000

Above figures from CN application

MultiCare Fiscal Year End 2017

Assets Liabilities

Current 288,451,000 Current 294,586,000
Board Designated 1,314,731,000 Long Term Debt 816,402,000
Property/Plant/Equip 1,585,353,000 Other 186,388,000
Other 46,659,000 Equity 1,937,818,000
Total 3,235,194,000 Total 3,235,194,000

Above figures from CN application

The reported capital expenditure for the 25 bed expansion portion of the project is projected to be
$22,815,205. MultiCare will use available cash reserves from within the organization. As HPDS
concludes, “MultiCare in 2009 and in the third year of the project balance sheet shows Board Designated assets
in a strong position and that it has the assets to fund the project from reserves”. [HPDS MultiCare analysis, p2]

As mentioned above, HPDS also compared the financial health of MultiCare for December 31, 2009 to the
statewide year 2009 financial ratio guidelines for hospital operations. Statewide 2009 ratios are included as a
comparison and are calculated from all community hospitals in Washington State whose fiscal year ended in
that year. The data is collected by the Washington State Dept. of Health Hospital and Patient Data section of the
Center for Health Statistics. HPDS compared the financial ratios for current year 2009 and 2015 through
2017—or three years after project completion. Table 13 summarizes the comparison provided by HPDS.
[HPDS analysis, p3]

The A means it is better if the number is above the State number and B means it is better if the number is below
the state number. Bold numbers indicate a score that is outside the preferred ratio range.
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Table 13
MultiCare’s Current and Projected Financial Ratios

M. Bridge 2015 2016 2017
Ratio Category Trend | State09 2009 Yearl | Year2 | Year3
Long Term Debt to Equity B 0.551 0.843 0.508 0.462 0.421
Current Assets/Current Liabilities A 2.223 2.930 1.000 0.988 0.978
Assets Funded by Liabilities B 0.433 0.462 0.375 0.359 0.343
Operating Expense/Operating Rev. B 0.942 0.849 0.884 0.873 0.862
Debt Service Coverage A 6.056 3.373 n/a n/a n/a
Definitions
Long Term Debt to Equity Long Term Debt/Equity
Current Assets/Current Liabilities Current Assets/Current Liabilities
Assets Funded by Liabilities Current Liabilities + Long term Debt/Assets
Operating Expense/Operating Revenue | Operating Expense/Operating Revenue
Debt Service Coverage Net Profit + Depr and Int. Exp/Current Mat. LTD and Int. Exp

As HPDS concludes, “Most of the CON year 2017 fiscal year end ratios for Mary Bridge Children’s are within
acceptable range of the 2009 State average”. HPDS continues, “[The] Current Assets/Current Liabilities is out
of range but a review of the balance sheet shows the Board Designated Assets is very strong which means the
hospital is diligent about keeping extra cash in investments”. Further, “Debt Service Coverage is not reviewed
because it mixes the income statement from Mary Bridge and the balance sheet of its parent MultiCare”. The
review shows that the hospital is breaking even in CON year 3 (2017) and the ratios are improving each year.
[HPDS MultiCare analysis, p3]

These future assets are based upon revenue that is not supported in the need forecast. Based upon the
patient days forecasted in the department’s need methodology, the facility would need to increase its market
share from 67% to 79% of the total patient days in the MBPA in the first complete year of operation. This
would increase to 82.7% of the total patient days in the MBPA by the third complete year of operation. The
department concludes that MultiCare/Mary Bridge may not be able to meet its short and long term costs of
the 25-bed expansion relying upon their projected patient days. This sub-criterion is not met.

(2) The costs of the project, including any construction costs, will probably not result in an unreasonable
impact on the costs and charges for health services.
WAC 246-310 does not contain specific WAC 246-310-220(2) financial feasibility criteria as identified in
WAC 246-310-200(2)(a)(i). There are also no known recognized standards as identified in WAC 246-310-
200(2)(a)(ii) and (b) that directs what an unreasonable impact on costs and charges would be for a project of
this type and size. Therefore, using its experience and expertise the department compared the proposed
project’s costs with those previously considered by the department.

Children’s

Children’s proposes to add the 100 general acute care pediatric beds in multiple phases, beginning in year
2010. The total cost of the general acute care pediatric bed project is $208,744,868. Of the total costs under
review, 65% is related to construction; 8% is related to equipment; and the balance related to applicable
taxes and project costs. The totals are outlined below. [Children’s Application, p40]
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Table 14
Estimated Capital Costs of Children’s Project

Item Pediatric Beds % of Total

Land & Leasehold Improvements $ 135,351,719 65 %
Fixed & Moveable Equipment $ 16,580,000 8 %
Architect / Consulting Fees $ 12,589,771 6 %
Supervision and Inspection $ 4,364,016 2%
Taxes & Review Fees $ 9,144,833 4 %
Other Project Costs $ 30,714,529 15 %

Total Estimated Capital Costs $ 208,744,868 100 %

To assist the department in its evaluation of this sub-criterion, HPDS provides a summary of the
reasonableness of Children’s building construction costs in relation to the potential impact on revenue and
charges the patients and community will actually see come out of their pocketbook. The following page
contains a summary of the HPDS review. [HPDS Children’s analysis, p3]

Table 15
HPDS Analysis of Forecasted Rates at Children’s Hospital

Seattle Childrens

Rate per Various ltems 2016 2017 2018

Admissions 15,133 15,602 16,082
Adjusted Admissions 23,032 23,805 24,556
Patient Days 95,249 98,024 100,871
Adjusted Patient Days 144 967 149,564 154,021
Gross Revenue 1,527,480,000 1,582,124,000 1,635,210,000
Deductions From Revenue 694,070,000 718,957,000 742,924,000
Net Patient Billing 833,410,000 863,167,000 892,286,000
Other Operating Revenue 145,598,000 154,478,000 163,994,000
Net Operating Revenue 979,008,000 1,017,645,000 1,056,280,000
Operating Expense 930,763,000 956,217,000 994,536,000
Operating Profit 48,245,000 61,428,000 61,744,000
Other Revenue 23,399,000 26,307,000 30,158,000
Net Profit 71,644,000 87,735,000 91,902,000

55,324
61,288
5,623
8,806

55,484
61,842
9,715
8,846

Operating Revenue per Admission
Operating Expense per Admission
Net Profit per Admission
Operating Revenue per Patient Day
Operating Expense per Patient Day 9,772 9,755 9,859
Net Profit per Patient Day 752 89 911

$ 55,072 $ $
$ $ $
$ $ $
$ $ $
$ $ $
$ $ $
Operating Revenue per Adj Admissions $ 36,185 $ 36,259 $ 36,337
$ $ $
$ $ $
$ $ $
$ $ $
$ $ $

61,506
4,734
8,750

Operating Expense per Adj Admissions 40,411 40,168 40,501
Net Profit per Adj Admissions 3,111 3,686 3,743
Operating Revenue per Adj Pat Days 5,749 5,771 5,793
Operating Expense per Adj Pat Days 6,421 6,393 6,457
Net Profit per Adj Pat Days 494 587 59
Above figures from CN Application
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As shown, the net profit by adjusted patient day ranges could be from $494 to a high of $597. These values
are directly related to the net profit calculated for each of the forecast years, which reaches $91.9 million in
2018. Because there is a limit to the increases a hospital can make to it rates before realizing a
commensurate increase in the Deductions from Revenue and costs are linked to the number of patient days,
which would be lower with fewer total patient days, the hospital could make changes that would not
necessarily result in an increase to the charges for service. The Department concludes that costs of the
project to add 100 general acute care pediatric beds alone is unlikely to have an unreasonable impact upon
the costs and charges for health services. This sub-criterion is met.

MultiCare
MultiCare proposes to add 25 acute care beds to the Mary Bridge facility. The 25 beds would be added in
by the end of 2014 and the costs are outlined below. [MultiCare Application, p49]

Table 16
Estimated Capital Costs of MultiCare Project
Breakdown Of Capital Costs Total % of Total
Construction & Leasehold Improvements $ 14,793,284 65%
Fixed & Moveable Equipment $ 3,400,000 15%
Architect / Consulting Fees $ 2,785,532 12%
Taxes & Review Fees $ 1,836,389 8%
Total Estimated Capital Costs | $ 22,815,205 100.00%

To assist the department in its evaluation of this sub-criterion, HPDS provides a summary of the
reasonableness of building construction costs in relation to the potential impact on revenue and charges.
The following page contains a summary of the HPDS review. [HPDS analysis, p4]

Page 26 of 56



Mary Bridge Add 25 Beds

Table 17
HPDS Analysis of Forecasted Rates at Mary Bridge

Rate per Various Items 2015 2016 2017
Admissions 4,952 5,155 5,367
Adjusted Admissions 10,277 10,698 11,138
Patient Days 19,623 20,427 21,265
Adjusted Patient Days 40,723 42,391 44,130
Gross Revenue 570,330,000 593,714,000 618,056,000
Deductions From Revenue 358,356,000 373,048,000 388,343,000
Net Patient Billing 211,974,000 220,666,000 229,713,000
Other Operating Revenue 6,436,000 6,565,000 6,696,000
Net Operating Revenue 218,410,000 227,231,000 236,409,000
Operating Expense 198,283,000 203,711,000
Operating Profit 25,341,000 28,948,000 32,698,000
Other Revenue (23,000) (24,000) (24,000)
Net Profit 25,318,000 28,924,000 32,674,000
Operating Revenue per Admission $ 42,806 @ $ 42,806 $ 42,801
Operating Expense per Admission $ 38,988 % 38,464  $ 37,956
Net Profit per Admission $ 5113  $ 5611 $ 6,088
Operating Revenue per Adj Admissions $ 20,627 $ 20,627 $ 20,624
Operating Expense per Adj Admissions $ 18,787 % 18535 $ 18,290
Net Profit per Adj Admissions $ 2,464 | $ 2,704 $ 2,934
Operating Revenue per Patient Day $ 10,802 % 10,803 % 10,802
Operating Expense per Patient Day $ 9,839 $ 9,707 $ 9,580
Net Profit per Patient Day $ 1,290 $ 1,416 $ 1,537
Operating Revenue per Adj Pat Days $ 5205 $ 5205 $ 5,205
Operating Expense per Adj Pat Days $ 4741 % 4677 % 4,616
Net Profit per Adj Pat Days $ 622 $ 682 $ 740

Above figures from CN Application

As shown, the net profit by adjusted patient day ranges could be from $622 to a high of $740. These values
are directly related to the net profit calculated for each of the forecast years, reaching $32.6 million in 2017.
Because there is a limit to the increases a hospital can make to it rates before realizing a commensurate
increase in the Deductions from Revenue and costs are linked to the number of patient days, which would
be lower with fewer total patient days, the hospital could make changes that would not necessarily result in
an increase to the charges for service.

The Department concludes that costs of the project to add 25 acute care beds alone is unlikely to have an
unreasonable impact upon the costs and charges for health services. This sub-criterion is met.

(3) The project can be appropriately financed.
WAC 246-310 does not contain specific source of financing criteria as identified in WAC 246-310-
200(2)(a)(1). There are also no known recognized standards as identified in WAC 246-310-200(2)(a)(ii) and
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(b) that directs how a project of this type and size should be financed. Therefore, using its experience and
expertise the department compared the proposed project’s source of financing to those previously
considered by the department.

Children’s

Funding for the $216,594,633 expansion will be provided by tax exempt bonds and cash reserves. The
proportional amounts are outlined below. [HPDS Children’s analysis, p4]

Table 18
Children’s Financing
Total CN Only % of Total
Bond Issue $ 249,000,000 | $ 200,000,000 80.3 %
Cash Reserves $ 195,251,164 $ 16,594,633 8.5 %
Totals $444,251,164 | $ 216,594,633 48.8 %

According to HPDS’s analysis of the project, the review states, “Seattle Children’s expects to open three more
tax exempt revenue bonds at separate times, in 2010, 2012 and 2014 through the Washington Health Care
Facilities Authority. A portion of each of these three will be used to fund CN project capital expenditures”.
[HPDS Children’s analysis, p5]

Table 19
Summary of Children’s Funding Sources and Related Percentages
Seattle Childrens

CN Project Bonds Reserves/Other
Capital Expenditure $ 216,554,633 $200,000,000 $ 16,594,633
Percent of Total Assets 16.1% 14.9% 1.2%
Percent of Board Designated Assets 47.1% 43.5% 3.6%
Percent of Equity 28.3% 26.1% 2.2%
100 Acute Care Beds
Capital Expenditure $ 208,744,868
Percent of Total Assets 15.5%
Percent of Board Designated Assets 45.4%
Percent of Equity 27.3%
21 Psychiatric Beds
Capital Expenditure-Reserves Portion $ 7,809,765
Percent of Total Assets 0.58%
Percent of Board Designated Assets 1.70%
Percent of Equity 1.02%
Total Project CN + Non CN
Capital Expenditure-Reserves Portion $ 444,251,164 $249,000,000 $ 195,251,164
Percent of Total Assets 33.04% 18.52% 14.52%
Percent of Board Designated Assets 96.66% 54.18% 42.48%
Percent of Equity 58.01% 32.51% 25.50%

Above figures from CN Application

Based on the source information reviewed for the bed addition project at Children’s and the review
performed by HPDS, the department concludes that the proposed financing for a 100 bed expansion is a
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prudent approach, and would not negatively affect Children’s total assets, total liability, or general financial
health. This sub-criterion is met.

MultiCare

As part of the review of the financing of this project, HPDS confirms that, “Mary Bridge Children’s CN
capital expenditure for the 25 acute care bed expansion is projected to be $22,815,205. The funding will
come from available cash reserves currently available within the MultiCare organization. [HPDS analysis, p4]

Based on the source information reviewed for the bed addition project at MultiCare and the review
performed by HPDS, the department concludes that the proposed financing for a 25 bed expansion is a
prudent approach, and would not negatively affect MultiCare’s total assets, total liability, or general
financial health. This sub-criterion is met.

C. Structure and Process (Quality) of Care (WAC 246-310-230)
Based on the source information reviewed, in relation to the need criteria in WAC 246-310-230, the
department determines that:
e Seattle Children’s project has met the Structure and Process of Care criteria
e MultiCare Health System’s project has met the Structure and Process of Care criteria

(1) A sufficient supply of qualified staff for the project, including both health personnel and management
personnel, are available or can be recruited.
WAC 246-310 does not contain specific WAC 246-310-230(1) criteria as identified in WAC 246-310-
200(2)(a)(i). There are also no known recognized standards as identified in WAC 246-310-200(2)(a)(ii) and
(b) that directs what specific staffing patterns or numbers of FTEs that should be employed for projects of
this type or size. Therefore, using its experience and expertise the department concludes that the planning
would allow for the required coverage.

Children’s

If the acute care bed project is approved, Children’s anticipates adding FTEs (full time equivalents) to the
hospital in specific staffing areas of nursing, and other related support positions beginning in 2013. Table
20 shows the breakdown of Children’s projected FTE increases for an acute care bed expansion. [Children’s
Application, p48 & Exhibit 11]

Table 20
Children’s Hospital Projected Incremental FTE Additions

Classification Current | 2013 2014 2015 2016 2017 2018 | Total
Registered Nurses 595 18 19 19 18 19 21 709
Support - Other 8 56 24 25 17 88 22 20 252
Totals 651 42 44 36 106 41 41 961

As shown above, the staff increases continue steadily throughout the projection years. Beginning with the
completion of Phase 1b in 2013, Children’s expects to add FTE’s each year as the project progresses, with
the largest addition occurring in 2016 after project completion.

Children’s states it expects no difficulty in recruiting staff for the additional beds due to their standing as an
academic and research facility. Children’s affirms, “employee recruitment and retention of the best staff is
critical to the success of Seattle Children’s”. Through competitive salaries, benefits packages, paid time off,

® Distributed proportional to the number of project FTE’s reported by Applicant
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and tuition reimbursement programs, Children’s does not anticipate difficulties in recruiting or retaining the
necessary staff. [Children’s Application, p49]

Based on the information provided in the application, the department concludes that Children’s provided a
comprehensive approach to recruit and retain staff necessary for the additional general acute care pediatric
beds. As a result, the department concludes that qualified staff could be recruited and retained. This sub-
criterion is met.

MultiCare

If this project is approved, MultiCare anticipates adding FTEs (full time equivalents) to the hospital in
specific staffing areas of nursing, technicians, and other related support and positions beginning in 2013.
Table 21 shows the breakdown of MultiCare‘s projected FTE needs for the proposed acute care bed
expansion. [MultiCare Application, p275]

Table 21
Mary Bridge Projected Annual FTE Totals
Classification Current | 2010 2011 2012 2013 2014 2015
Management 64 64 64 64 64 64 64
Nursing 226 232 242 251 260 270 280
Tech/Professional 275 283 295 306 317 329 341
Support 258 262 267 272 278 283 289
Totals 823 841 868 893 919 946 974

As shown above, the staff increases continue steadily throughout the projection years. MultiCare expects to
incremental hires to expand pertinent staff. At project completion in year 2013, Mary Bridge expects to add
approximately 55 additional employees in the first two years with the additional capacity.

MultiCare states it expects no difficulty in recruiting staff for the additional beds through its practice of
partnering with local universities and colleges, supporting employee career development, and utilizing a
broad range of local, regional and national recruiting strategies. MultiCare states that due to their historical
hiring volume, “Coupled with better-than-average employee retention rates, has enabled MultiCare to staff
new programs and open new facilities in both acute care and out-patient settings”. [MultiCare Application, p56]

Based on the information provided in the application, the department concludes that MultiCare provided a
comprehensive approach to recruit and retain staff necessary for the additional general acute care pediatric
beds. As a result, the department concludes that qualified staff can be recruited and retained. This sub-
criterion is met.

(2) The proposed service(s) will have an appropriate relationship, including organizational relationship, to
ancillary and support services, and ancillary and support services will be sufficient to support any health
services included in the proposed project.

WAC 246-310 does not contain specific WAC 246-310-230(3) criteria as identified in WAC 246-310-
200(2)(a)(i). There are known recognized standards as identified in WAC 246-310-200(2)(a)(ii) and (b) that
a facility must meet when it is to be Medicare certified and Medicaid eligible. Therefore, using its
experience and expertise the department assessed the applicant’s history in meeting these standards at other
facilities owned or operated by the applicant.
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Children’s

Children’s currently provides health care services to the residents of King County and throughout the state.
The applicant states that “an in-depth analysis of the capacity of our existing auxiliary services to
accommodate the new 121° beds” determined that current and planned expansions will accommodate the
expected growth. With the additional staff proposed, there is no indication that current programs would not
be able to expand related services to accommodate the proposed expansion. [Children’s Application, p50]

Therefore, the department concludes that there is reasonable assurance that Children’s will continue its
relationships with ancillary and support services within and associated with the hospital and this project
would not negatively affect those relationships. This sub-criterion is met.

MultiCare

MultiCare currently provides health care services to the residents of Pierce County and throughout the
region. The applicant states that the hospital currently has the ancillary and support service infrastructure
required to perform in-patient and out-patient services. MultiCare adds, “It is not expected that there will be
significant incremental demand from the addition of 25 additional general acute care pediatric beds”. With
the additional staff proposed, there is no indication that current programs would not be able to expand
related services to accommodate the proposed expansion. [MultiCare Application, p58]

Therefore, the department concludes that there is reasonable assurance that MultiCare will continue its
relationships with ancillary and support services within and associated with the hospital and this project
would not negatively affect those relationships. This sub-criterion is met.

(3) There is reasonable assurance that the project will be in conformance with applicable state licensing

requirements and, if the applicant is or plans to be certified under the Medicaid or Medicare program, with
the applicable conditions of participation related to those programs.
WAC 246-310 does not contain specific WAC 246-310-230(3) criteria as identified in WAC 246-310-
200(2)(a)(i). There are known recognized standards as identified in WAC 246-310-200(2)(a)(ii) and (b) that
a facility must meet when it is to be Medicare certified and Medicaid eligible. Therefore, using its
experience and expertise the department assessed the applicant’s history in meeting these standards at other
facilities owned or operated by the applicant.

Children’s

Children’s will continue to provide Medicare and Medicaid services to the residents of King County and
surrounding communities. The hospital contracts with the Joint Commission to survey and accredit the
quality of service provided. The Joint Commission lists Children’s in full compliance with all applicable
standards following the most recent on-site survey in July 2008.*°

The department’s Investigation and Inspection’s Office (110) completed two licensing surveys at Seattle
Children’s in the past three years.'* There were no adverse licensing actions as a result of the licensing
surveys. In addition, the 110 completed a recent investigation at Children’s. The results of that investigation
led to a citation and plan of correction. The IIO continues to work with Children’s to ensure ongoing
compliance. [Facility survey data provided by DOH Investigations and Inspections Office]

® Total of 100 general acute care pediatric and 21 psych beds
10 http://www.qualitycheck.org
1 Survey completed February 2007.
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Based on Children’s compliance history, the department concludes that there is reasonable assurance that
the hospital would continue to operate in conformance with state and federal regulations with the additional
acute care beds. This sub-criterion is met.

MultiCare

Mary Bridge will continue to provide Medicare and Medicaid services to the residents of Pierce County and
surrounding communities. The hospital contracts with the Joint Commission to survey and accredit the
quality of service provided. The Joint Commission lists Mary Bridge in full compliance with all applicable
standards following the most recent on-site survey in February 2010.*

The department’s Investigation and Inspection’s Office (110) completed two licensing surveys at Mary
Bridge in the past four years.** There were no adverse licensing actions as a result of the licensing surveys.
In addition, the 110 completed a recent investigation at Mary Bridge. No citations were issued or plans of
corrections required. [Facility survey data provided by DOH Investigations and Inspections Office]

Based on MultiCare compliance history, the department concludes that there is reasonable assurance that the
proposed 25 bed hospital would to operate in conformance with state and federal regulations. This sub-
criterion is met.

(4) The proposed project will promote continuity in the provision of health care, not result in an unwarranted

fragmentation of services, and have an appropriate relationship to the service area's existing health care
system.
WAC 246-310 does not contain specific WAC 246-310-230(4) criteria as identified in WAC 246-310-
200(2)(a)(i). There are also no known recognized standards as identified in WAC 246-310-200(2)(a)(ii) and
(b) that directs how to measure unwarranted fragmentation of services or what types of relationships with a
services area’s existing health care system should be for a project of this type and size. Therefore, using its
experience and expertise the department assessed the materials in the application.

Children’s

Children’s states that the hospital has a long and extensive history of working with organizations throughout
the state to advance the continuity for the patients they serve. Children’s will continue to operate outreach
clinics which allow Children’s to collaborate, “with local providers, state agencies, and others to ensure
continuity of care, access, family support, and education”. [Children’s Application, p51]

In the need section of this evaluation, the department concluded that there is a need for additional capacity
beyond that currently available and accessible to residents of the planning area. The promotion of
continuity of care and unwarranted fragmentation of services does not require nor is it intended to have a
single facility provide each and every service a patient might require. If that was the intent, there would be
no concern about unnecessary duplication of services. The application guidelines provide guidance
regarding the intent of this criterion. These guidelines ask for identification of existing and proposed formal
working relationships with hospitals, nursing homes, and other health services and resources serving the
applicant’s primary service area. This description should include recent, current, and pending cooperative
planning activities, shared services agreement, and transfer agreements.

Expansion of a hospital in the planning area, supported by the projected need, minimizes the potential to
increase the cost of care for all providers. Therefore, the department concludes that approval of a 100-bed

12 http://www.qualitycheck.org
3 Survey completed October 2006.
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expansion of the hospital meets the need within the planning area and is not likely to lead to a fragmentation
of care within the service area, and this sub-criterion is met.

MultiCare

MultiCare states that the hospital has established formal relationships with many of their community and
regional partners. Mary Bridge will continue to be able to provide pediatric hospitalists and satellite
services to pediatric programs within the region. When combined with formal transfer agreements and
discharge policies, Mary Bridge, “promotes the continuity in the provision of health care as patients”.
[MultiCare Application, p58 & Exhibits 21 & 22]

The promotion of continuity of care and unwarranted fragmentation of services does not require nor is it
intended to have a single facility provide each and every service a patient might require. If that was the
intent, there would be no concern about unnecessary duplication of services. The application guidelines
provide guidance regarding the intent of this criterion. These guidelines ask for identification of existing
and proposed formal working relationships with hospitals, nursing homes, and other health services and
resources serving the applicant’s primary service area. This description should include recent, current, and
pending cooperative planning activities, shared services agreement, and transfer agreements. Expansion of
a hospital in the Applicant’s defined planning area, when sufficient need has not been demonstrated, has the
potential to increase the cost of care for all providers if the number of patients is not sufficient to support the
bed capacity of the areas hospitals.

The department has previously determined that a market share shift to reach MutliCare’s patient day
projections has not been supported by the application. Therefore the addition of 25 beds, if approved, would
create more under-used capacity at Mary Bridge or other hospitals in the 8-county region. The department
does not believe this under used capacity alone would result in a fragmentation of servicers. As an existing
provider the department agrees that MultiCare has existing relationships with MBPA providers, therefore
this sub-criterion is met.

(5) There is reasonable assurance that the services to be provided through the proposed project will be
provided in a manner that ensures safe and adequate care to the public to be served and in accord with
applicable federal and state laws, rules, and regulations.

This sub-criterion is addressed in sub-section (3) above for both Children’s and MultiCare and is
determined to be met.

D. Cost Containment (WAC 246-310-240)
Based on the source information reviewed, in relation to the need criteria in WAC 246-310-240, the
department determines that:
e Seattle Children’s project has met the Cost Containment criteria
e MultiCare Health System’s project has not met the Cost Containment criteria

(1) Superior alternatives, in terms of cost, efficiency, or effectiveness, are not available or practicable.
WAC 246-310 does not contain specific WAC 246-310-240(1) criteria as identified in WAC 246-310-
200(2)(a)(1). There are also no known recognized standards as identified in WAC 246-310-200(2)(a)(ii) and
(b) that directs how to measure cost containment. Therefore, using its experience and expertise the
department assessed the materials in the application.

To determine if a proposed project is the best alternative, the department takes a multi-step approach. Step
one determines if the application has met the other criteria of WAC 246-310-210 thru 230. If it has failed to

Page 33 of 56



meet one or more of these criteria then the project is determined not to be the best alternative, and would fail
this sub-criterion.

If a project met WAC 246-310-210 through 230 criteria, the department would move to step two in the
process and assess the other options the applicant or applicants considered prior to submitting the
application under review. If the department determines the proposed project is better or equal to other
options the applicant considered before submitting their application, the determination is either made that
this criterion is met (regular or expedited reviews), or in the case of projects under concurrent review, move
on to step three.

Step three of this assessment is to apply any service or facility specific criteria (tie-breaker) contained in
WAC 246-310. The tiebreaker criteria are objective measures used to compare competing projects and
make the determination between two or more approvable projects which is the best alternative. 1f WAC
246-310 does not contain any service or facility criteria as directed by WAC 246-310-200(2)(a)(i), then the
department would look to WAC 246-310-240(2)(a)(ii) and (b) for criteria to make the assessment of the
competing proposals. If there are no known recognized standards as identified in WAC 246-310-
200(2)(a)(ii) and (b), then using its experience and expertise, the department would assess the competing
projects and determine which project should be approved.

Step One
For this review, both applicants met all the review criteria under WAC 246-310-210, 220, and 230.

Therefore, the department moves to step two below.

Step Two

Children’s

Before submitting this application to expand the hospital, Children’s considered the forecasted need and the
status of the current facilities. Through a Continuous Process Improvement review, Children’s applied for
satellites locations in Bellevue and North King County. The applicant concluded that, even with the
inclusion of these planed locations, additional space was a necessity for the existing campus and that the
inclusion of addition capacity was a reasonable component of any expansion. The project proposed in this
application was the conclusion of the hospitals review and lesser alternatives were not discussed.
[Children’s Application, p54]

The applicant states that this option best “meets clinical demands, provides efficient connections to the
existing hospital and ancillary support systems, and is located such that future expansions can occur without
disrupting patient care”.

The application does not include any specific information regarding what the hospital considered as an
alternative to this bed expansion or the inclusion of shelled in space. Though the applicant does state that
numerous iterations of phasing and bed additions were considered, “This proposal was deemed the superior
alternative”. [Children’s Application, p54, September 8, 2010 Supplemental Information, p13]

MultiCare
Before submitting this application to expand the hospital, MultiCare considered three options. The options
included: [MultiCare Application, p61]

1. Propose no project, do nothing.
2. Propose the addition of 25 general acute care pediatric beds.
3. Propose the addition of 40 general acute care pediatric beds.
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2

The criteria MultiCare applied to the come to a decision included, in order of importance, 1) maximizing
quality of patient care, including maintaining access; 2) choosing the most efficient and cost effective
option over the next 3-5 years; and 3) legal restrictions. Once the ‘do nothing’ option was eliminated, the
applicant considered issues such as costs, service lines, and location to determine that either the 25-bed or
40-bed options were the most appropriate. [MultiCare Application, p62]

In the description of the comparison of these remaining two options, MultiCare ultimately determined that
the 25-bed option was sufficient to meet the expected demand in the projection years. The applicant states
that this option addresses the need for beds in the planning area and is better suited for the build-out options
to the Milgard Pavilion. The applicant believes the expansion will, “meet community need, align
departments to optimize patient care, and provide single patient rooms that are acuity adaptable”. [MultiCare
Application, p63]

The project as proposed is not supported by the application; therefore it can not be considered the best
available alternative.

Considering the forecasted need and the proposals available to evaluate, the department concludes:

Children’s
Based upon the considerations supplied by the Applicant, the proposal to add 100 general acute care
pediatric beds to the hospital is the best available option and this sub-criterion has been met.

MultiCare
Based upon the considerations supplied by the Applicant, the proposal to add 25 general acute care pediatric
beds to the hospital is not supported as the best available option and this sub-criterion has not been met.

Step Three
This step is used to determine between two or more approvable projects which is the best alternative. Since

each applicant met the previous review criteria in their respective planning areas, this step is not applicable
to this review.

In the case of a project involving construction:

WAC 246-310 does not contain specific WAC 246-310-240(2) criteria as identified in WAC 246-310-
200(2)(a)(i). There are also no known recognized standards as identified in WAC 246-310-200(2)(a)(ii) and
(b) that directs how to measure cost containment in construction. Therefore, using its experience and
expertise the department assessed the materials in the application.

(a) The costs, scope, and methods of construction and energy conservation are reasonable;

Children’s

Children’s states that it intends to pursue sustainable design and products in the construction of the
proposed tower. By incorporating LEED standards in the conceptual design, Children’s is “looking at
all forms of energy reduction and long-term sustainable practices”. Children’s also intends to pursue
plans to enhance the construction that will consider the environment and surrounding community by
creating additional outdoor spaces while “minimizing the impact to the natural environment”. [Children’s
Application, p56]
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Staff from HPDS examined the construction costs of this entire project (acute care and psychiatric) and
provided the following analysis.

Table 22
Children’s Total Project Construction Projections
Acute Care Bed Expansion Totals
Total Construction $ 216,594,633
General acute care pediatric Beds 121
Total Capital per Bed $1,790,038

As HPDS states, “The costs shown are within past construction costs reviewed by this office. Also
construction cost can vary quite a bit due to type of construction, quality of material, custom vs. standard
design, building site and other factors. Seattle Children’s is building a new facility on newly purchased land
and will construct the facility to the latest energy and hospital standards”. [HPDS Children’s analysis, p6]

Based upon this information and the results detailed in the financial feasibility criterion under WAC 246-
310-220(2), the Department is satisfied the applicant’s plans, if approved, are appropriate. This sub-
criterion is met.

MultiCare

MultiCare states that the pavilion was constructed within the framework of AIA Design Guidelines and
2006 Guidelines for Design and Construction of Healthcare Facilities. As part of this proposed project,
MultiCare has retained an architectural firm to “ensure the latest and most innovative design and
construction techniques are implemented”. [MultiCare Application, p68]

Staff from HPDS examined the construction costs of this project and provided the following analysis.

Table 23
MultiCare Total Project Projections
Acute Care Bed Expansion Totals
Total Construction $ 22,815,205
General acute care pediatric Beds 25
Total Capital per Bed $ 912,608

As HPDS determined, “The costs shown are within past construction costs reviewed by this office. Also
construction cost can vary quite a bit due to type of construction, quality of material, custom vs. standard
design, building site and other factors. Mary Bridge Children’s is adding on to a currently existing
building”. [HPDS MultiCare Analysis, p5]

Based upon this information and the results detailed in the financial feasibility criterion under WAC 246-
310-220(2), the Department is satisfied the applicant’s plans, if approved, are appropriate. This sub-
criterion is met.

(b) The project will not have an unreasonable impact on the costs and charges to the public of providing
health services by other persons.

Children’s
This sub-criterion is evaluated within the financial feasibility criterion under WAC 246-310-220(2) and
has been met.
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MultiCare
This sub-criterion is evaluated within the financial feasibility criterion under WAC 246-310-220(2) and
has been met.

(3) The project will involve appropriate improvements or innovations in the financing and delivery of health
services which foster cost containment and which promote quality assurance and cost effectiveness.
WAC 246-310 does not contain specific WAC 246-310-240(3) criteria as identified in WAC 246-310-
200(2)(a)(i). There are also no known recognized standards as identified in WAC 246-310-200(2)(a)(ii) and
(b) that directs how to measure cost containment. Therefore, using its experience and expertise the
department assessed the materials in the application.

Children’s

The HPDS review states that, contingent upon an applicant meeting a forecasted need for additional
capacity, a facility “servicing a bed need area which has bed need will not have an unreasonable impact of the
costs and charges to the public of providing services by other persons”. [HPDS Children’s Analysis, p6]

The Department acknowledges that newly constructed facilities may make moves toward current care standards
(i.e.: single patient rooms, cohesive program efficiencies). The standards have the potential to increase the
quality of care while reducing overall costs to the hospital. This sub-criterion is met.

MultiCare

As HPDS concludes, “adding a new 25 acute care servicing a bed need area which has bed need will not have
an unreasonable impact of the costs and charges to the public of providing services by other persons”.  [HPDS
MultiCare Analysis, p6]

The Department acknowledges that newly constructed facilities may make moves toward current care standards

(i.e.: single patient rooms, cohesive program efficiencies). The standards have the potential to increase the
quality of care while reducing overall costs to the hospital. This sub-criterion is met.
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EVALUATION OF THE CERTIFICATE OF NEED APPLICATION SUBMITTED BY SEATTLE
CHILDREN’S PROPOSING TO ADD 21 PEDIATRIC PSYCIATRIC BEDS IN AN EXPANSION
OF THE EXISTING HOSPITAL IN SEATTLE

PROJECT DESCRIPTIONS

Seattle Children’s

Seattle Children’s Hospital and Regional Medical Center (Children’s) is owned by Children’s Health Care
System, a Washington not-for-profit, public benefit 501(c)(3) tax exempt organization, founded in 1907 as
Children’s Orthopedic Hospital. Children’s provides health care services through its main hospital campus in
Seattle’s Laurelhurst neighborhood, through local satellite clinics, via partnerships with other hospitals in
Washington, Alaska, Montana and Idaho and a home care agency.

Seattle Children’s hospital is a tertiary provider of pediatric care that draws patients from throughout
Washington, Alaska, Idaho and Montana for acute care, hematology/oncology, infectious disease, organ
transplantation, rehabilitation, cardiology, and other specialized pediatric services. Seattle Children’s Hospital
also currently operates a pediatric specialty outpatient center in Bellevue on the Overlake Hospital Medical
Center campus. Children’s is currently holds a license for 250 beds™. [Seattle Children’s Hospital website; Children’s
Application, p9 & 23; DOH licensing records]

In conjunction with the 100 general acute care pediatric beds evaluated above, Children’s proposes adding 21
psychiatric beds to the existing hospital located at 4800 Sand Point Way NE in Seattle, Washington. The new
beds would be housed within the existing facility in space that will be vacated by the transfer of medical
surgical beds to a new patient care building built to expand the hospitals current capacity.

The capital expenditure associated with the entire expansion plans is $444,251,164. Of this total, $216,554,633
is attributed to the projects requiring Certificate of Need approval, with $7,809,765 allocated to the psychiatric
bed expansion. If approved, Children’s anticipates that all the beds would become operational by 2015.
[Children’s Application, p19 & 40]

Phase One (1a)
Children’s does not intent to activate any of the proposed psychiatric beds in this phase.

Phase Two (1b)

This phase will begin to use space construction in the new patient tower. In this phase, 8 of the psychiatric beds
will become available for services in vacated space within the existing hospital. Once the reconfiguration is
completed in the Fall of 2013, and the total bed capacity will reach 320.

Phase Three (1c)

This phase will continue to use space construction in the new patient tower. The remaining 13 psychiatric beds
will become available for services in vacated space within the existing hospital. Once the reconfiguration is
completed in late 2015, the total bed capacity will increase to 371%°. [Children’s Application, p9 & 19]

“ The approval of 100 general acute care pediatric beds would increase this total to 350.
!5 The total licensed bed capacity at project completion would consist of 311 general acute care pediatric beds, 19 neonatal level 111
bassinettes and 41 psychiatric beds
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Once Children’s completes a final phase (1d) to finish building out the proposed tower, the capital expenditure
for the entire expansion project will total $444,251,164. Of this amount, $216,554,633 is attributed to the
projects requiring Certificate of Need approval. The amount attributed for the psychiatric bed expansion
accounts for 4% of this and totals $7,809,765. If approved, Children’s anticipates that the beds would become
operational by 2015. Under this timeline, year 2016 would be the facility’s first full calendar year of operation.
[Children’s Application, p19 & 40]

Item Psych Beds Total % of Total

Land & Leasehold Improvements $4,274,730 $ 138,007,684 2.0%
Fixed & Moveable Equipment $ 866,880 $ 17,446,880 0.4%
Architect / Consulting Fees $ 531,484 $ 13,121,255 0.2%
Supervision and Inspection $ 247,144 $ 6,229,925 0.1%
Taxes & Review Fees $ 415,206 $ 41,748,889 0.2%
Other Project Costs $1,474,321 $ 32,188,850 0.7%

Total Estimated Capital Costs $ 7,809,765 $ 216,554,633 4%

APPLICABILITY OF CERTIFICATE OF NEED LAW

This project is subject to Certificate of Need Review as a change in bed capacity of a health care facility as
defined in Revised Code of Washington (RCW) 70.38.105(4)(e) and Washington Administrative Code (WAC)
246-310-020(1)(c).

CRITERIA EVALUATION
WAC 246-310-200(1)(a)-(d) identifies the four determinations that the department must make for each
application. WAC 246-310-200(2) provides additional direction in how the department is to make its
determinations. It states:
“Criteria contained in this section and in WAC 246-310-210, 246-310-220, 246-310-230, and 246-310-
240 shall be used by the department in making the required determinations.
(@) In the use of criteria for making the required determinations, the department shall consider:

(i) The consistency of the proposed project with service or facility standards contained in this
chapter;

(if) In the event the standards contained in this chapter do not address in sufficient detail for a
required determination the services or facilities for health services proposed, the department
may consider standards not in conflict with those standards in accordance with subsection
(2)(b) of this section; and

(iii) The relationship of the proposed project to the long-range plan (if any) of the person proposing
the project.”

In the event the WAC 246-310 does not contain service or facility standards in sufficient detail to make the
required determinations, WAC 246-310-200(2)(b) identifies the types of standards the department may consider
in making its required determinations. Specifically WAC 246-310-200(2)(b) states:

“The department may consider any of the following in its use of criteria for making the required

determinations:

(1) Nationally recognized standards from professional organizations;

(if) Standards developed by professional organizations in Washington state;

(ili) Federal Medicare and Medicaid certification requirements;
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(iv) State licensing requirements;

(v) Applicable standards developed by other individuals, groups, or organizations with recognized
expertise related to a proposed undertaking; and

(vi) The written findings and recommendations of individuals, groups, or organizations with recognized
expertise related to a proposed undertaking, with whom the department consults during the review
of an application.”

APPLICATION CHRONOLOGY

Action Date
Letter of Intent Submitted April 16, 2010
Application Submitted June 1, 2010
Department’s pre-review Activities July 15, 2010 through
including screening and responses September 16, 2010
Beginning of Review September 17, 2010
End of Public Comment October 22, 2010
Rebuttal Comments Received November 8, 2010
Department's Anticipated Decision Date December 23, 2010
Department's Actual Decision Date March 15, 2011

COMPARATIVE REVIEW AND AFFECTED PERSONS

The comparative review process promotes the expressed public policy goal of RCW 70.38 that the development
or expansion of health care facilities is accomplished in a planned, orderly fashion and without unnecessary
duplication. In the case of these projects submitted by Children’s and MultiCare, the department will issue one
single evaluation regarding whether all, any, or none of the projects should be issued a Certificate of Need.

In additional to the applicants, one additional entity sought and received affected person status under WAC 246-
310-010.

Providence Health System/Sacred Heart Medical Center

SOURCE INFORMATION REVIEWED

Seattle Children’s Certificate of Need application submitted June 1, 2010

Seattle Children’s updated methodology dated August 30, 2010

Seattle Children’s supplemental information dated September 8, 2010

Department of Health's Office of Hospital and Patient Data Systems (HPDS) financial feasibility and cost
containment analysis for Seattle Children’s dated December 10, 2010

Charity Care Policy approvals obtained from the Department of Health's Office of Hospital and Patient Data
Systems

Public comment received during the course of the review

Seattle Children’s rebuttal comments dated November 8, 2010

Population estimates and forecasts obtained from the Claritas, Inc.

Data obtained from the Seattle Children’s website

Data obtained from the BHC Fairfax website

Certificate of Need Historical files
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e Capacity and Demand Study for Inpatient Psychiatric Hospital and Community Residential Beds Adults &
Children, Final Report, November 2004, State of Washington Department of Social and Health Services
(DSHS) Mental Health Division

e Department of Health’s Investigation and Inspection’s Office (I1O) files

CONCLUSIONS

Children’s Regional Medical Center

For the reasons stated in this evaluation, the application submitted on behalf of Seattle Children’s proposing to
add 25 psychiatric beds is consistent with applicable criteria of the Certificate of Need Program, and a
Certificate of Need is approved.

Approved Capital Expenditure: $7,809,765
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A. Need (WAC 246-310-210)

Based on the source information reviewed, the department determines that the applicant has met the need
criteria in WAC 246-310-210(1) and (2).

(1) The population served or to be served has need for the project and other services and facilities of the type

proposed are not or will not be sufficiently available or accessible to meet that need.

The determination of numeric need for acute care hospital beds is performed using the Hospital Bed Need
Forecasting method contained in the 1987 Washington State Health Plan (SHP). Though the SHP was
“sunset” in 1989, the department has concluded that this methodology remains a reliable tool for predicting
baseline need for acute care beds. The 1987 SHP also has a methodology for projecting psychiatric bed
need but the department is not able to get the necessary data to use this methodology. Given that the
department is not able to use the psychiatric bed need methodology, the evaluation of the need criterion
begins with an evaluation of the methodology provided by the applicant.

Applicant’s methodology and Assumptions

Children’s is located in the King County Planning Area. The applicant reports that approximately 45% of
the patients using the psychiatric space come from King County and the remainder comes from state
residents outside of King County (53%) and out of state (2%). The applicant focuses upon King County as
the primary service area for the production of the methodology supporting the bed expansion. The applicant
also identifies one additional King County E)rovider of dedicated pediatric psychiatric services supplied at
Fairfax Hospital with an additional 21 beds'®. [1987 Washington State Health Plan, pB20; Children’s Application, p25
& 35-37]

The applicant approached the issue of need by comparing the national average of 29.9 beds per 100,000
residents for all inpatient psychiatric beds. These ratios identify the current bed supply per 100,000
residents and are generally higher than the 13 beds per 100,000 identified in the 1987 SHP and higher than
the current 8.2 short term psychiatric beds per 100,000 populations identified for Washington State. Table
24 below summarizes the Applicant’s forecast methodology. [Children’s Application, p37; Children’s September 8,
2010 Supplemental Information, Exhibit 5, p534 & 547]

Table 24
Children’s Psychiatric Bed Need Summary
2010 2011 2012 2013 2014 2015
King Gounty Population 480,756 | 483,115 | 485,485 | 487,867 | 490,260 | 492,549
0-20 Years
Need per 100,000 applying
29.9 National Average 144 144 145 146 141 147
Current Supply
Seattle Children’s 20 20 20 20 20 20
Fairfax Hospital 21 21 21 21 21 21
Total 41 41 41 41 41 41
Net Need 103 103 104 105 106 106
Applicant’s 50% Reduction 52 52 52 52 53 53

'8 Children’s also acknowledges that there are an undermined number of beds at Overlake Hospital and Medical Center, located within
King County, and the applicant does not believe Overlake accepts adolescent patients. Overlake did not apply or qualify for Affected

Party status on this application.
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The applicant projected these calculations out to 2015 and determined that an additional 106 psychiatric
beds are needed for 2015 in King County. The applicant also considered that the pediatric use rate may be
as much as 50% less than the total population ratio of 29.9, thus reducing the need by half in the forecast
years. [Children’s Application, p37]

The Department’s Determination of Numeric Need

As stated previously, the department was not able to use the psychiatric bed need formula. Also, the 1987
SHP defines the applicable planning area for psychiatric services as King County. Since the applicant’s
project is located in King County, the focus of the department’s analysis will also be on the King County
psychiatric services planning area.

The prevailing alternative to using the bed need formula is to evaluate the number of dedicated inpatient
psychiatric beds per 100,000 residents. The 1987 SHP used 13 short stay psychiatric Hospital beds per
100,000 residents on a state wide basis. The state of Washington is reported to have 8.2 short stay
psychiatric hospital beds per 100,000 residents; inclusive of all age groups. The Western states average is
27.3 and the average of all states is 29.9. Using population data available for the proposed age groups*’, the
program produced a need projection for psychiatric beds within King County based upon the SHP ratio of
13.0. This information is summarized in Table 25. [Children’s September 8, 2010 Supplemental Information, Exhibit
5, p534 & 547]

Table 25
King County Beds per 100,000
2010 2011 2012 2013 2014 2015
King County Population
0-20 Years 477,974 | 480,605 | 483,236 | 485,867 | 488,498 | 491,129
Need per 100,000 applying
13.0 SHP ratio 62 62 63 63 64 64
Current Supply
Seattle Children’s 20 20 20 20 20 20
Fairfax Hospital 21 21 21 21 21 21
Total 41 41 41 41 41 41
Net Need 21 21 22 22 23 23

As shown, applying the SHP recommendation of 13 per 100,000 residents still produces the need necessary
to substantiate the proposed expansion. Further, the State of Washington DSHS Mental Health Division
contracted for a study on capacity and demand for inpatient psychiatric hospital and community residential
beds for adults and children. This study found that the number of inpatient psychiatric beds has been
declining since 2000.

Throughout the comment period, the department received letters of support and personal testimony
regarding the entire project, and the psychiatric project in particular. A number of residents directly
commented on the care received and the need for additional psychiatric capacity. Overlake Hospital,
identified by the applicant as having limited pediatric capacity, joined with other mental health

" Due to the proposed age breakout of 0-20 years, Claritas population projections were applied rather than the OFM medium series
data which does not allow for a specific breakout of a 0-20 age grouping.
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organizations to express support of the proposed expansion. These comments compliment the need
forecasts detailed above. [Public comment]

The Department concludes that this project will appropriately address a projected need for pediatric
psychiatric services in King County. Based on information submitted by the applicant and analysis by staff,
the 21 psychiatric beds proposed by the applicant for this project can be supported. This sub criterion is
met.

b. In the case of health services or facilities proposed to be provided, the efficiency and appropriateness of
the use of existing services and facilities similar to those proposed;

BHC Fairfax is identified by the applicant as a facility with a psychiatric unit that accepts pediatric patients.
The applicant contends that Fairfax uses 21 of the 42 bed unit for pediatric patients; though the set-up bed
count of 83 psychiatric beds is considered by the department below'®. Table 26 provides historical
utilization for each facility. [Children’s September 8, 2010 Supplemental Information, p1; 2007-2009 CHARS]

Table 26
Pediatric Psychiatric Service Occupancies for 2007 — 2009
Facility 2007 % Occ. 2008 % Occ. 2009 % Occ.
ADC ADC ADC
Children’s * 19.8 94.2 % 19.3 92.0 % 18.2 86.9 %
Fairfax ** 62.8 75.7 % 64.0 77.1 % 61.0 73.5 %

*Application ** CHARS data

The 1987 SHP had recommended an occupancy standard of 85% for hospital with a short stay psychiatric
ADC of 11 or more. Children’s exceeds the standard in their psychiatric unit in each of the last three years.
The Fairfax facility provides care specific to psychiatric and chemical dependency services and have able to
maintain a 75% average occupancy rate in their psychiatric beds through an expanded service area of 23
counties™. These figures also represent a predominately adolescent and adult patient population® which
omits the 0-12 age group entirely. Additional support for this expansion of pediatric psychiatric services
was also expressed in comments submitted by Overlake Hospital and Sound Mental Health, two
organizations providing similar care in the region. [Public Comment, State Health Plan, pC47]

Based on information submitted by the applicant and analysis by staff the department concludes that the use
of existing facilities and services similar to those proposed is appropriate. This sub-criterion is met.

(2) All residents of the service area, including low-income persons, racial and ethnic minorities, women,
handicapped persons, and other underserved groups and the elderly are likely to have adequate access to
the proposed health service or services.

Children’s is currently a provider of health care services to residents of Washington State, including low-
income, racial and ethnic minorities, handicapped and other underserved groups. As an acute care hospital,

'8 The BHC Fairfax DOH licensed bed application indicates that 83 beds, of the 133 licensed beds, are set-up and available for

psychiatric services

19 patient days recorded for residents of the following counties: Chelan, Clallam, Clark, Cowlitz, Douglas, Grays Harbor, Island,

Jefferson, Kitsap, Kittitas, Lewis, Mason, King, Okanogan, Pierce, San Juan, Skagit, Snohomish, Spokane, Thurston, Whatcom,

Whitman, and Yakima

% According to information available at the hospitals website, BHC Fairfax defines pediatric care to include the ages of 13 through 17.
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Children’s also currently participates in the Medicare and Medicaid programs. To determine whether all
residents of the service area would continue to have access to an applicant’s proposed services, the
department requires applicants to provide a copy of its current or proposed admission policy. The
admission policy provides the overall guiding principles of the facility as to the types of patients that are
appropriate candidates to use the facility and any assurances regarding access to treatment.

To demonstrate compliance with this sub-criterion, Children’s provided a copy of its current Admission
Policy that would continue to be used at the hospital. The policy outlines the process/criteria that Children’s
will use to admit patients for treatment or care at the hospital. The applicant states that any patient requiring
care will be accepted for treatment at Children’s without regard to “race, sex, creed, ethnicity, or disability”.
[Children’s Application, Exhibit 6]

To determine whether low-income residents would have access to the proposed services, the department
uses the facility’s Medicaid eligibility or contracting with Medicaid as the measure to make that
determination. To determine whether the elderly would have access or continue to have access to the
proposed services, the department uses Medicare certification as the measure to make that determination.

Children’s currently provides services primarily to Medicaid eligible patients. Details provided in the
application demonstrate that Children’s intends to maintain this status. For this project, a review of the
policies and data provided for Children’s identifies the facility’s financial pro forma includes Medicaid
revenues.

Children’s also provides a small degree of services to Medicare eligible patients. Details provided in the
application demonstrate that Children’s intends to maintain this status. For this project, a review of the
policies and data provided for Children’s identifies the facility’s financial pro forma includes Medicare
revenues. [Children’s Application, p47, Exhibit 11]

A facility’s charity care policy should confirm that all residents of the service area including low-income,
racial and ethnic minorities, handicapped and other underserved groups have, or would have, access to
healthcare services of the applicant. The policy should also include the process one must use to access
charity care at the facility.

Children’s demonstrated its intent to continue to provide charity care to residents by submitting its current
charity care policy that outlines the process a patient would use to access this service. Further, Children’s
included a ‘charity care’ line item as a deduction from revenue within the pro forma financial documents for
Children’s. [Application, Exhibits 6 & 11]

For charity care reporting purposes, the Department of Health’s Hospital and Patient Data Systems program
(HPDS), divides Washington State into five regions: King County, Puget Sound (less King County),
Southwest, Central, and Eastern. Children’s is located in King County and is one of 20 hospitals located
within the King County Region. According to 2006-2008 charity care data obtained from HPDS, Children’s
has historically provided charity care above that provided in the region. Children’s most recent three years
(2006-2008) percentages of charity care for gross and adjusted revenues are detailed in Table 27. [HPDS
2006-2008 charity care summaries|

Page 45 of 56



Table 27
Children’s Charity Care Comparison

3-Year Average for 3-Year Average for
King County Region % Children’s
% of Gross Revenue 1.36 % 1.66 %
% of Adjusted Revenue 2.42 % 2.94 %

Children’s pro forma revenue and expense statements indicate that the hospital will provide charity care at
approximately 1.66% of gross revenue and 2.94% of adjusted revenue. RCW 70.38.115(2)(j) requires
hospitals to meet or exceed the regional average level of charity care. Figures demonstrate that the amount
of comparable charity care historically provided by Children’s is above the regional averages and Children’s
proposes to provide charity care above the three-year historical gross and adjusted revenue averages for the
proposed region.

The department concludes that all residents, including low income, racial and ethnic minorities,
handicapped, and other under-served groups would have access to the services provided by the hospital.
This sub-criterion is met.

B. Financial Feasibility (WAC 246-310-220)
Based on the source information reviewed, in relation to the need criteria in WAC 246-310-220, (1),(2), and
(3)the department determines that:
e Secattle Children’s project has met the Financial Feasibility criteria

(1) The immediate and long-range capital and operating costs of the project can be met.
WAC 246-310 does not contain specific WAC 246-310-220(1) financial feasibility criteria as identified in
WAC 246-310-200(2)(a)(i). There are also no known recognized standards as identified in WAC 246-310-
200(2)(a)(ii) and (b) that directs what the operating revenues and expenses should be for a project of this
type and size. Therefore, using its experience and expertise the department evaluates if the applicant’s pro
forma income statements reasonably project the proposed project is meeting its immediate and long-range
capital and operating costs by the end of the third complete year of operation.

To assist the department in its evaluation of this sub-criterion, the office of Hospital and Patient Data
Systems (HPDS) provides a summary of the short and long-term financial feasibility of the projects, which
includes a financial ratio analysis. The analysis assesses the financial position of an applicant, both
historically and prospectively. The financial ratios typically analyzed are 1) long-term debt to equity ratio;
2) current assets to current liabilities ratio; 3) assets financed by liabilities ratio; 4) total operating expense
to total operating revenue ratio; and 5) debt service coverage ratio. If a project’s ratios are within the
expected value range, the project can be expected to be financially feasible. Additionally, HPDS reviews a
project’s three-year projected statement of operations.

HPDS provides a summary of the balance sheets from the Children’s application in Table 28.

2! Harborview Medical Center is subsidized by the state legislature to provide charity care services. Charity care percentages for Harborview make
up almost 50% of the total percentages provided in the King County Region. Therefore, for comparison purposes, the department excluded
Harborview Medical Center's percentages.
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Table 28
Children’s Balance Sheets
Children’s Fiscal Year End 2009

Assets Liabilities

Current 178,435,000 Current 96,933,000
Board Designated 459,580,000 Long Term Debt 481,936,000
Property/Plant/Equip 602,607,000 Other -
Other 104,059,000 Equity 765,812,000
Total 1,344,681,000 Total 1,344,681,000

Above figures from HPDS data

Children’s Fiscal Year End 2018

Assets Liabilities

Current 251,479,000 Current 164,543,000
Board Designated 1,099,342,000 Long Term Debt 657,282,000
Property/Plant/Equip 932,714,000 Other 38,868,000
Other 23,285,000 Equity 1,446,127,000
Total 2,306,820,000 Total 2,306,820,000

The reported capital expenditure for the 21 psychiatric bed expansion is projected to be $7,809,765 and
represents 4% of the CN portion of the proposed projects. The costs will be funded through a combination
of debt through tax exempt bonds and cash reserves/philanthropy. The HPDS analysis determined, “Seattle
Children’s in 2009 and in the third year of the project balance sheet shows Board Designated assets in a strong
position and that it has the assets to fund the portion expected to come from reserves for this project”. [HPDS
Children’s analysis, p2, Children’s Application, p42]

As mentioned above, HPDS also reviewed the financial health of Children’s for December 31, 2009 to the
statewide year 2009 financial ratio guidelines for hospital operations. Statewide 2009 ratios are included as a
comparison and are calculated from all community hospitals in Washington State whose fiscal year ended in
that year. The data is collected by the Washington State Dept. of Health Hospital and Patient Data section of the
Center for Health Statistics. HPDS compared the financial ratios for current year 2009 and 2016 through
2018—or three years after project completion. Table 11 summarizes the comparison provided by HPDS.
[HPDS Children’s analysis, p3]

The A means it is better if the number is above the State number and B means it is better if the number is below
the state number. Bold numbers indicate a score that is outside the preferred ratio.

Table 29
Children’s Projected Financial Ratios

2016 2017 2018
Ratio Category Trend | State09 SC09 CONyl | CONy2 | CONy3
Long Term Debt to Equity B 0.551 0.629 0.438 0.498 0.455
Current Assets/Current Liabilities A 2.223 1.841 1.645 1.593 1.528
Assets Funded by Liabilities B 0.433 0.430 0.346 0.371 0.356
Operating Expense/Operating Rev. B 0.942 0.929 0.951 0.940 0.942
Debt Service Coverage A 6.056 5.304 4.509 5.178 4.557
Definitions
Long Term Debt to Equity Long Term Debt/Equity
Current Assets/Current Liabilities Current Assets/Current Liabilities
Assets Funded by Liabilities Current Liabilities + Long term Debt/Assets
Operating Expense/Operating Revenue Operating Expense/Operating Revenue
Debt Service Coverage Net Profit + Depr and Int. Exp/Current Mat. LTD and Int. Exp
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The HPDS analysis explains the results in year three by observing that, “fiscal year end ratios for Seattle
Children’s are within acceptable range of the 2009 State average”. With regards to the Current Assets/Current
Liabilities ratios, HPDS concludes that, though these ratios are out of range, a review of the balance sheet
shows the Board Designated Assets is very strong which means the hospital is diligent about keeping extra cash
in investments. [HPDS Children’s analysis, p3]

The department concludes that Children’s would be able to meet its long term operating costs of the project
with an additional 21 psychiatric beds relying upon the projected patient days. This sub-criterion is met.

(2) The costs of the project, including any construction costs, will probably not result in an unreasonable
impact on the costs and charges for health services.
WAC 246-310 does not contain specific WAC 246-310-220(2) financial feasibility criteria as identified in
WAC 246-310-200(2)(a)(i). There are also no known recognized standards as identified in WAC 246-310-
200(2)(a)(i1) and (b) that directs what an unreasonable impact on costs and charges would be for a project of
this type and size. Therefore, using its experience and expertise the department compared the proposed
project’s costs with those previously considered by the department.

Children’s

Children’s proposes to add the 21 psychiatric beds in multiple phases, beginning in year 2013. The total
cost of the psychiatric bed project is $7,809,765. Of the total, 55% is related to construction; 11% is related
to equipment; and the balance related to applicable taxes and project costs. The totals are outlined below.
[Children’s Application, p40]

Table 30
Estimated Capital Costs of Children’s Psychiatric Project
Item Psychiatric Beds % of Total

Leasehold Improvements $ 4,274,730 55 %
Fixed & Moveable Equipment $ 866,880 11 %
Architect / Consulting Fees $ 531,484 7%
Supervision and Inspection $ 247,144 3%
Taxes & Review Fees $ 1,889,527 24 %

Total Estimated Capital Costs $ 7,809,765 100 %

To assist the department in its evaluation of this sub-criterion, HPDS provides a summary of the
reasonableness of Children’s building construction costs in relation to the potential impact on revenue and
charges the patients and community will actually see come out of their pocketbook. The review considers the
entire project as the Applicant reports the 21 psychiatric beds are not feasible without the entire project
approved. The following page contains a summary of the HPDS review. [HPDS Children’s analysis, p3,
Children’s September 8, 2010 Supplemental Information, p2]
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Table 31
HPDS Analysis of Forecasted Rates at Children’s Hospital

Seattle Childrens

Rate per Various Items 2016 2017 2018

Admissions 15,133 15,602 16,082
Adjusted Admissions 23,032 23,805 24,556
Patient Days 95,249 98,024 100,871
Adjusted Patient Days 144,967 149,564 154,021
Gross Revenue 1,527,480,000 1,582,124,000 @ 1,635,210,000
Deductions From Revenue 694,070,000 718,957,000 742,924,000
Net Patient Billing 833,410,000 863,167,000 892,286,000
Other Operating Revenue 145,598,000 154,478,000 163,994,000
Net Operating Revenue 979,008,000 1,017,645,000 @ 1,056,280,000
Operating Expense 930,763,000 956,217,000 994,536,000
Operating Profit 48,245,000 61,428,000 61,744,000
Other Revenue 23,399,000 26,307,000 30,158,000
Net Profit 71,644,000 87,735,000 91,902,000
Operating Revenue per Admission $ 55,072 $ 55,324 $ 55,484
Operating Expense per Admission $ 61,506 $ 61,288 $ 61,842
Net Profit per Admission $ 4734 $ 5623 $ 5,715
Operating Revenue per Patient Day $ 8,750 $ 8,806 $ 8,846
Operating Expense per Patient Day $ 9,772  $ 9,755 $ 9,859
Net Profit per Patient Day $ 752 $ 895 $ 911
Operating Revenue per Adj Admissions $ 36,185 $ 36,259 $ 36,337
Operating Expense per Adj Admissions $ 40,411 % 40,168 $ 40,501
Net Profit per Adj Admissions 3 3111 % 3,686 $ 3,743
Operating Revenue per Adj Pat Days $ 5749 $ 5771  $ 5,793
Operating Expense per Adj Pat Days $ 6,421 $ 6,393 $ 6,457
Net Profit per Adj Pat Days $ 494 % 587 $ 597

Above figures from CN Application

As shown, the net profit by adjusted patient day ranges could range from $494 to a high of $597. These
values are directly related to the net profit calculated for each of the forecast years, reaching $91.9 million in
2018. Because there is a limit to the increases a hospital can make to it rates before realizing a
commensurate increase in the Deductions from Revenue and costs are linked to the number of patient days,
which would be lower with fewer total patient days, the hospital could make changes that would not
necessarily result in an increase to the charges for service. The Department concludes that a cost of the
project to add 21 psychiatric beds is unlikely to have an unreasonable impact upon the costs and charges for
health services. This sub-criterion is met.
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(3) The project can be appropriately financed.
WAC 246-310 does not contain specific source of financing criteria as identified in WAC 246-310-
200(2)(a)(i). There are also no known recognized standards as identified in WAC 246-310-200(2)(a)(ii) and
(b) that directs how a project of this type and size should be financed. Therefore, using its experience and

expertise the department compared the proposed project’s source of financing to those previously
considered by the department.

Funding for the $216,594,633 cost of the entire expansion will be provided by tax exempt bonds and
available cash reserves. The applicant reports that he psychiatric bed expansion is not approvable
independent of the acute care bed expansion. Therefore, considering the combined cost of the project, the
proportional amounts are outlined below. [HPDS Children’s analysis, p4; Children’s September 8, 2010 Supplemental
Information, p2]

Table 32
Children’s Financing
Total CN Only % of Total
Bond Issue $ 249,000,000 | $ 200,000,000 80.3 %
Board Reserves $ 195,251,164 $ 16,594,633 8.5%
Totals $444,251,164 | $ 216,594,633 48.8 %

According to HPDS’s analysis of the project, the review states, “Seattle Children’s expects to open three more
tax exempt revenue bonds at separate times, in 2010, 2012 and 2014 through the Washington Health Care
Facilities Authority. A portion of each of these three will be used to fund CN project capital expenditures”.
[HPDS Children’s analysis, p5]

Table 33
Summary of Children’s Funding Sources and Related Percentages
Seattle Childrens

CN Project Bonds Reserves/Other
Capital Expenditure $ 216,554,633 $200,000,000 $ 16,594,633
Percent of Total Assets 16.1% 14.9% 1.2%
Percent of Board Designated Assets 47.1% 43.5% 3.6%
Percent of Equity 28.3% 26.1% 2.2%
100 Acute Care Beds
Capital Expenditure $ 208,744,868
Percent of Total Assets 15.5%
Percent of Board Designated Assets 45.4%
Percent of Equity 27.3%
21 Psychiatric Beds
Capital Expenditure-Reserves Portion $ 7,809,765
Percent of Total Assets 0.58%
Percent of Board Designated Assets 1.70%
Percent of Equity 1.02%
Total Project CN + Non CN
Capital Expenditure-Reserves Portion $ 444,251,164 $249,000,000 $ 195,251,164
Percent of Total Assets 33.04% 18.52% 14.52%
Percent of Board Designated Assets 96.66% 54.18% 42.48%

Percent of Equity 58.01% 32.51% 25.50%
Above figures from CN Application .
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Based on the source information reviewed for the bed addition project at Children’s and the review
performed by HPDS, the department concludes that the proposed financing for a 21 psychiatric bed
expansion is a prudent approach, and would not negatively affect Children’s total assets, total liability, or
general financial health. This sub-criterion is met.

C. Structure and Process (Quality) of Care (WAC 246-310-230)
Based on the source information reviewed, in relation to the need criteria in WAC 246-310-230, the
department determines that:
e Seattle Children’s project has met the Structure and Process of Care criteria

(1) A sufficient supply of qualified staff for the project, including both health personnel and management
personnel, are available or can be recruited.
WAC 246-310 does not contain specific WAC 246-310-230(1) criteria as identified in WAC 246-310-
200(2)(a)(i). There are also no known recognized standards as identified in WAC 246-310-200(2)(a)(ii) and
(b) that directs what specific staffing patterns or numbers of FTEs that should be employed for projects of
this type or size. Therefore, using its experience and expertise the department concludes that the planning
would allow for the required coverage.

If the psychiatric bed project is approved, Children’s anticipates adding FTEs (full time equivalents) to the
hospital in specific staffing areas of nursing, and other related support positions beginning in 2013. Table
31 shows the breakdown of Children’s projected FTE increases for the psychiatric program expansion.
[Children’s Application, p48 & Exhibit 11]

Table 34
Children’s Hospital Projected Incremental FTE Additions - Psychiatric

Classification Current | 2013 2014 2015 2016 2017 2018 | Total
Registered Nurses 595 21 0 34 0 0 0 650
Support - Other 56 28 0 30 0 0 0 114
Totals 651 49 0 64 0 0 0 764

As shown above, the staff increase years follow when the beds are available for service. By year 2015,
Children’s expects to be fully staffed for the additional psychiatric beds and will add approximately 55
FTE’s related to direct care.

Children’s states it expects no difficulty in recruiting staff for the additional beds due to their standing as an
academic and research facility. Children’s affirms, “employee recruitment and retention of the best staff is
critical to the success of Seattle Children’s”. Through competitive salaries, benefits packages, paid time off,
and tuition reimbursement programs, Children’s does not anticipate difficulties in recruiting or retaining the
necessary staff. [Children’s Application, p49]

Based on the information provided in the application, the department concludes that Children’s provided a
comprehensive approach to recruit and retain staff necessary for the additional general acute care pediatric
beds. As a result, the department concludes that qualified staff could be recruited and retained. This sub-
criterion is met.

22 Distributed proportional to the number of project FTE’s reported by Applicant
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(2) The proposed service(s) will have an appropriate relationship, including organizational relationship, to
ancillary and support services, and ancillary and support services will be sufficient to support any health
services included in the proposed project.

WAC 246-310 does not contain specific WAC 246-310-230(3) criteria as identified in WAC 246-310-
200(2)(a)(i). There are known recognized standards as identified in WAC 246-310-200(2)(a)(ii) and (b) that
a facility must meet when it is to be Medicare certified and Medicaid eligible. Therefore, using its
experience and expertise the department assessed the applicant’s history in meeting these standards at other
facilities owned or operated by the applicant.

Children’s currently provides health care services to the residents of King County and throughout the state.
The applicant states that “an in-depth analysis of the capacity of our existing auxiliary services to
accommodate the new 121 beds” determined that current and planned expansions will accommodate the
expected growth. With the additional staff proposed, there is no indication that current programs would not
be able to expand related services to accommodate the proposed expansion. [Children’s Application, p50]

Therefore, the department concludes that there is reasonable assurance that Children’s will continue its
relationships with ancillary and support services within and associated with the hospital and this project
would not negatively affect those relationships. This sub-criterion is met.

(3) There is reasonable assurance that the project will be in conformance with applicable state licensing

requirements and, if the applicant is or plans to be certified under the Medicaid or Medicare program, with
the applicable conditions of participation related to those programs.
WAC 246-310 does not contain specific WAC 246-310-230(3) criteria as identified in WAC 246-310-
200(2)(a)(i). There are known recognized standards as identified in WAC 246-310-200(2)(a)(ii) and (b) that
a facility must meet when it is to be Medicare certified and Medicaid eligible. Therefore, using its
experience and expertise the department assessed the applicant’s history in meeting these standards at other
facilities owned or operated by the applicant.

Children’s will continue to provide Medicare and Medicaid services to the residents of King County and
surrounding communities. The hospital contracts with the Joint Commission to survey and accredit the
quality of service provided. The Joint Commission lists Children’s in full compliance with all applicable
standards following the most recent on-site survey in July 2008.%

The department’s Investigation and Inspection’s Office (I110) completed two licensing surveys at Seattle
Children’s in the past three years.?* There were no adverse licensing actions as a result of the licensing
surveys. In addition, the 110 completed a recent investigation at Children’s. The results of that investigation
led to a citation and plan of correction. The IIO continues to work with Children’s to ensure ongoing
compliance. [Facility survey data provided by DOH Investigations and Inspections Office]

Based on Children’s compliance history, the department concludes that there is reasonable assurance that
the hospital would continue to operate in conformance with state and federal regulations with the additional
psychiatric beds. This sub-criterion is met.

2 http://www.qualitycheck.org
% Survey completed February 2007.
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(4) The proposed project will promote continuity in the provision of health care, not result in an unwarranted

fragmentation of services, and have an appropriate relationship to the service area's existing health care
system.
WAC 246-310 does not contain specific WAC 246-310-230(4) criteria as identified in WAC 246-310-
200(2)(a)(i). There are also no known recognized standards as identified in WAC 246-310-200(2)(a)(ii) and
(b) that directs how to measure unwarranted fragmentation of services or what types of relationships with a
services area’s existing health care system should be for a project of this type and size. Therefore, using its
experience and expertise the department assessed the materials in the application.

Children’s states that the hospital has a long and extensive history of working with organizations throughout
the state to advance the continuity for the patients they serve. Children’s will continue to operate outreach
clinics which allow Children’s to collaborate, “with local providers, state agencies, and others to ensure
continuity of care, access, family support, and education”. [Children’s Application, p51]

In the need section of this evaluation, the department concluded that there is a need for additional capacity
beyond that currently available and accessible to residents of the planning area. The promotion of
continuity of care and unwarranted fragmentation of services does not require nor is it intended to have a
single facility provide each and every service a patient might require. If that was the intent, there would be
no concern about unnecessary duplication of services. The application guidelines provide guidance
regarding the intent of this criterion. These guidelines ask for identification of existing and proposed formal
working relationships with hospitals, nursing homes, and other health services and resources serving the
applicant’s primary service area. This description should include recent, current, and pending cooperative
planning activities, shared services agreement, and transfer agreements.

Expansion of a hospital in the planning area, supported by the projected need, minimizes the potential to
increase the cost of care for all providers. Therefore, the department concludes that approval of 21
additional psychiatric beds at the hospital meets the need within the planning area and is not likely to lead to
a fragmentation of care within the service area, and this sub-criterion is met.

(5) There is reasonable assurance that the services to be provided through the proposed project will be
provided in a manner that ensures safe and adequate care to the public to be served and in accord with
applicable federal and state laws, rules, and regulations.

This sub-criterion is addressed in sub-section (3) above and is determined to be met.

D. Cost Containment (WAC 246-310-240)
Based on the source information reviewed, in relation to the need criteria in WAC 246-310-240, the
department determines that:
e Seattle Children’s project has met the Cost Containment criteria

(3) Superior alternatives, in terms of cost, efficiency, or effectiveness, are not available or practicable.
WAC 246-310 does not contain specific WAC 246-310-240(1) criteria as identified in WAC 246-310-
200(2)(a)(1). There are also no known recognized standards as identified in WAC 246-310-200(2)(a)(ii) and
(b) that directs how to measure cost containment. Therefore, using its experience and expertise the
department assessed the materials in the application.

To determine if a proposed project is the best alternative, the department takes a multi-step approach. Step
one determines if the application has met the other criteria of WAC 246-310-210 thru 230. If it has failed to
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meet one or more of these criteria then the project is determined not to be the best alternative, and would fail
this sub-criterion.

If a project met WAC 246-310-210 through 230 criteria, the department would move to step two in the
process and assess the other options the applicant or applicants considered prior to submitting the
application under review. If the department determines the proposed project is better or equal to other
options the applicant considered before submitting their application, the determination is either made that
this criterion is met (regular or expedited reviews), or in the case of projects under concurrent review, move
on to step three.

Step three of this assessment is to apply any service or facility specific criteria (tie-breaker) contained in
WAC 246-310. The tiebreaker criteria are objective measures used to compare competing projects and
make the determination between two or more approvable projects which is the best alternative. If WAC
246-310 does not contain any service or facility criteria as directed by WAC 246-310-200(2)(a)(i), then the
department would look to WAC 246-310-240(2)(a)(ii) and (b) for criteria to make the assessment of the
competing proposals. If there are no known recognized standards as identified in WAC 246-310-
200(2)(a)(ii) and (b), then using its experience and expertise, the department would assess the competing
projects and determine which project should be approved.

Step One
For this project, Children’s is the only applicant reviewed for a psychiatric bed expansion under WAC 246-

310-210, 220, and 230. Therefore, the department moves to step two below.

Step Two

Children’s

Before submitting this application to expand the hospital, Children’s considered the forecasted need and the
status of the current facilities. Through a Continuous Process Improvement review, the applicant concluded
that additional space was a necessity and that the inclusion of addition capacity was a reasonable component
of any expansion. The project proposed in this application was the conclusion of the hospitals review and
lesser alternatives were not discussed. [Children’s Application, p54]

The applicant states that this option best “meets clinical demands, provides efficient connections to the
existing hospital and ancillary support systems, and is located such that future expansions can occur without
disrupting patient care”.

The application does not include any specific information regarding what the hospital considered as an
alternative to this bed expansion or the inclusion of shelled in space. Though the applicant does state that
numerous iterations of phasing and bed additions were considered, “This proposal was deemed the superior
alternative”. [Children’s Application, p54, September 8, 2010 Supplemental Information, p13]

Children’s
Based upon the considerations supplied by the Applicant, the proposal to add 21 psychiatric beds to the
hospital is the best available option and this sub-criterion has been met.

Step Three
This step is used to determine between two or more approvable projects which is the best alternative. Since

each applicant met the previous review criteria in their respective planning areas, this step is not applicable
to this project.
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(2) Inthe case of a project involving construction:
WAC 246-310 does not contain specific WAC 246-310-240(2) criteria as identified in WAC 246-310-
200(2)(a)(i). There are also no known recognized standards as identified in WAC 246-310-200(2)(a)(ii) and
(b) that directs how to measure cost containment in construction. Therefore, using its experience and
expertise the department assessed the materials in the application.

a. The costs, scope, and methods of construction and energy conservation are reasonable;

Children’s states that it intends to pursue sustainable design and products in the construction of the
proposed tower that will allow for the additional space to be vacated in the existing hospital to house the
proposed psychiatric beds. By incorporating LEED standards in the conceptual design, Children’s is
“looking at all forms of energy reduction and long-term sustainable practices”. Children’s also intends
to pursue plans to enhance the construction that will consider the environment and surrounding
community by creating additional outdoor spaces while “minimizing the impact to the natural
environment”. [Children’s Application, p56]

Staff from HPDS examined the construction costs of this entire project (acute care and psychiatric) and
provided the following analysis.

Table 35
Children’s Total Project Construction Projections
Acute Care Bed Expansion Totals
Total Construction $ 216,594,633
General acute care pediatric Beds 121
Total Capital per Bed $1,790,038

As HPDS states, “The costs shown are within past construction costs reviewed by this office. Also
construction cost can vary quite a bit due to type of construction, quality of material, custom vs. standard
design, building site and other factors. Seattle Children’s is building a new facility on newly purchased
land and will construct the facility to the latest energy and hospital standards™. [HPDS Children’s analysis, p6]

Based upon this information and the results detailed in the financial feasibility criterion under WAC 246-
310-220(2), the Department is satisfied the applicant’s plans, if approved, are appropriate. This sub-
criterion is met.

b. The project will not have an unreasonable impact on the costs and charges to the public of providing
health services by other persons.

This sub-criterion is evaluated within the financial feasibility criterion under WAC 246-310-220(2) and
has been met.

(3) The project will involve appropriate improvements or innovations in the financing and delivery of health
services which foster cost containment and which promote quality assurance and cost effectiveness.
WAC 246-310 does not contain specific WAC 246-310-240(3) criteria as identified in WAC 246-310-
200(2)(a)(i). There are also no known recognized standards as identified in WAC 246-310-200(2)(a)(ii) and
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(b) that directs how to measure cost containment. Therefore, using its experience and expertise the
department assessed the materials in the application.

The HPDS review states that, contingent upon an applicant meeting a forecasted need for additional
capacity, a facility “servicing a bed need area which has bed need will not have an unreasonable impact of the
costs and charges to the public of providing services by other persons”. [HPDS Children’s Analysis, p6]

The Department acknowledges that newly constructed facilities may make moves toward current care standards

(i.e.: single patient rooms, cohesive program efficiencies). The standards have the potential to increase the
quality of care while reducing overall costs to the hospital. This sub-criterion is met.

Page 56 of 56



Appendix'A

| Children’s Pediatric
- Acute Bed Need Methodology



LLOZIPLIE pRluLd | abed 0102 t8quiadeg
W Xipuaddy sewoy] "W Aq paledaid
| 7 sIESA £1-0 vmtommh ~Buiu2a10g SURIPIYT wx
XS{X'GL AN PUB 61 0AW I8 oM SHVYHD 800Z-0002
899°199'61 G2Z0SL'c | SYLSEL'Z | 992°890'C |898°200°C |LEC696'L |6EL906'L |66V 169 | |98C'8L8'L [Z19'G/8'L 8GG'Z6.°L [IVIOL IAIMILVLS
76€'968 VL2'9Y 891°2% LT LY L¥L'6E 089'0¥ T56°LE 296'98  |2S6'vE 6E¥'GE 0659 LS4 $1-0 S,UapIIUD
¥06'€2Z 21 GAG'1ZE' L |£28'82€°L |POS'T8T'L |61E'GET'L |PIP'ECC'L |09T'¥BL'L |890'G8L°L (ZS8'€LL'L | /Z2°Z91°) |800°9LL°L L# VSH
VLOL ¥V3IA-0L 16002 8002 £002 9002 S00Z ¥00Z 1£002 z002Z 100z 000Z
,‘ SAVG INJILVd LN2QIS3Y 40 ¥ISWAN TY.LOL YSH 6002-000Z
| deig

paaN pag 21e] 9InoY JuleIipad SuaIpliys apess
Vv Xipuaddy




LL0Z/¥L/€ PEluLd

Z o9bed

010z 1eqwia0aq

pesaN pag a1e) aIndy oujelpad S,uaIpIyD 9|

ness

v Xipuaddy sewoyl ‘N Aq paledsid
slead $1-0 pauodal - Bulussiag suaipiiyd ..
$85'259'61 8128217 |€6SVEL'T |ZV8290°T 2S1°200°C ZES'896'L | LPB'S06' L | 69V068°L SS8'ZZ8°L | ¥00'SI8 L | 201 Z6L°) | TVLIOL SAIMILVLS
Z65°96¢ LiZ'or  |89i'iv  [/£2°1¥  |ivl'eE 10890y [ZSB'LE  |296'0f | ZS6'VE  iBEF'SE  |065'9¢ ¥1-0 S,uUaJp|iyD
zeL'9Lz'ziL Z98'6L'} [09/'228°) |666'182°L (€OLPEC'L [ 252'2TT L |EPS'SBL L | Z2EPBL'L |09S'CLL L |622'2L'L | LO9'SLL'L L# VSH
TV1OL ¥VIA-0L 6002 8002 1002 9002 5002 002 £002 Z00Z 100z 0002
SAVQ HOASd SANIW SAVQ LNILLVd 40 ¥3ENNN TYLOL VSH 2002-8664
¥20°6 9002 511 ¥S6 IGIvi 664 268 0.6 ‘0gg” 808 LS¥ VL0l 3AIMIALYLS
0 0 0 0 0 0 0 0 0 0 0 «S,UaIp|iyD
ZTlL SLL 1901 508 919 299 i 1l Z6¥% z05 0% L# VSH
IVLOL ¥VYIA-0L [6002 8002 1002 19002 5002 002 £00Z 2002 L00Z 0002
] SAVA LN3ILVd JIH1VIHDOAS 40 ¥3gWNN V101 VSH L00Z-8661
“i
89919961 GZZ'0EL'Z |S¥2'SE1 ‘2 (99.'890' | 898°200°C | LEC'696'| |6€4'006'L |BEF'1L68'L | 6RE'8/8'L [219'6/8°L [956'46. ) | TVLOL 3AIMIALYLS
Z6L'96¢ LL2'9F 291’ /¥ JENAIR L¥7L'6E 0289°0F 256'/¢8 296'9¢ ZS6'7E 6L GE 065'0¢ #1-0 S,ud4pliyd
v06'€22'Z1 G/G1ZE'L [L28'8ZE") | #08°28Z') (6LE'SETL | ¥LP'EZZ L |0OC'P6L'L |890°'G8L L | 2G8'€LL L [2L2'T9L°L (800911 L L# VSH
TYLOL ¥MVIA-0) 6002 800z [Z002 9002 5002 002 £002 2002 1002 0002
_ SAVQ LN3ILVd IN3QIS3Y 40 ¥IENNN TVLOL VSH 6002-000Z
z dayg



110Z/vLie pajuld

¢ abed

010¢ Jequ=daQd

v Xipuaddy sewoyl "W Aq pauedsid
IvL'E SE8LE 1S'¥ZE 9%'61¢C WSie YovLE 00°'60€ 00°01LE Z8°04€ 18°¢cle 06°1#0¢E FAIMILVILS
cie 9L'9¢ ¥69¢ FAAAS 61°0¢ FAI A 8662 9z2'6¢c gL'l gL'ge Gi'6¢2 ¥1-0 s,.ua1piiyy
660°c 8EvLE LA T4 £L'eie |80 05 0LE 8L°20¢ 99'20€ 82 i0¢ 08°40¢€ G166¢ L# ¥SH
AVLOL ¥VY3A-0L |600Z 8002 2002 9002 §002 002 €002 [41]114 1002 000z

000°L ¥3d 31VH 38N

669°0£49°Z9 $EL°GR9'D | 1L56'L25'G 1 /927020 |#B5°€9E'0 |00V 952 9 [008°291°2 [00E'860'9 |0LL LE0'9 |0LE'YLE'S |EFL'PER'S TVLOL JAIMILYLS
G06°TL9'TL IBV'6IZ') |PRL'0IZ' )L (220'PLT L [66E 12T L [L¥O'80T°L |PE6'COT L |Z22'€92'L |60S'092°L [262'26Z | |#B0'GEE L #1-0 s,uaipjiyn
186°16€'68 /€2'861 7 |8/1'CEL ' 1811890 |650'C00 Y |000'8E6'E |00G'SBR'E [00S'6Y8'S (0LS'SLE'E |0LL'0LL'E (G2 12L'E L# VSH i
IVLOL ¥VIA-0L |600T 8002 1002 9002 5002 002 £007 z002 L00Z 0002 ]
SNOILYINdOd Tv.LOL

$85'269'61 61Z°821'T |£65PCL'T |218°290°C [Z51°L00°Z |2£5°896°) |1¥8'S06°) (69F'068°) |S58°LL8°) |P00'GL8'L |Z0L°264°) | TVLIOL SUIMILVLS
Z6£°96¢ Lig'or  |89i'iy LEZ ¥ LrL'6E  |089'0F  |256'LE Z96'0E 2S6'vE  |BEY'SE 065'0¢ ¥1-0 s,.uaJpiiyy
Z8i'alz'zl Z98'61E'L [094'/2€') [666'L8T L |E0L'VET L |25 22T’ L 1EPS'E6L L [LZEYBL') |09E'ELL L G422 [LO9'GL) ) L# YSH
1V.LOl1 UvdA-0l |600C 8002 002 900¢ 5002 00z £002 200z L00Z 000z

posN pag aIe) anoy SUjeIpad SUsIpjiyD aiess

SAVA HOASd SNNIN m>.<n_ ANZILVd LN3QISTY 40 ¥IdWNN Tv.LOL YSH 6002-0002

¢ deig



L1L0Z/PLIE PalUld

¥ obed
v xipusddy

010¢ J8quisda(

sewoy] "W Ag paiedsid

6192 + XBS8'0 = suSIpIyD

L6'00E + X1¥9'} = LYSH

8E'G0E + XZG8G') = 9lelg

Q

S

B
31vd

31V1S ANV
L# VSH J04 S31vd dASn

e gle |15'¥ZE [95°6LE [LF'SLE (PO'PLE |00°60E (00°0LE (28°CLE |LE'ELE |06°FOE

100Z 0002 6661

258571 00'iFLe FAIMILYLS
85780 (4 K4 35 ol'9¢ |#A'9E |LECE |BLOE |L0TE (8662 |9C6C |£L4¢ |BLBZ |SL6E ¥1-0 S,ualppun
0Lyl L£'660'E e ¥LE [PZLCE |E1'GLE |PPB0E [0S 0LE |8LZ0E |99 /0E 8T°L0€ |08°20€ |SL66C L# YSH
aufjpuai] IVLOL ¥VIA-01 8002  |Z00Z (9002 |S00T |#00C |€002 |Z00Z

| 000°} ¥3d LYY ISN INIAISTY

i _ _

, ¥ doig
pPesN pag are)d 9ndy JLEIPad S.UsIP|iud Sjhess




L LOZiP LT pald

G abied

i xipuaddy

0L0Z J3qWa0sQ

sewoy] "W Aq paledasd

GLELSE BEVT 0Z-51
19'v92 o or ¥1L-0
$31vd 35N
YMOL|  susspiu |
VaBY DNINNY1d A€ 31v¥ 38N
9% d31S
091°298'y 516'228'L TYLOL|
TLE'ESE SLY'EPG 0251
[ 982'808'F [6¥'6.2°L ¥1-0
: YMOL  suaipiy) ]
| VY ONINNY1d A8 SNOILY1NdOd 6002
' IYiOL!
%bgL %3186 %000 0Z-51L
%¥8'Z %9L'16 %000 ¥i0
SINIGISTY SUPIYD - v 0 %
Yol
%TLGE %000 %98°FL 02GL
%6¥ 01 %00°0 %1568 ¥1-0
SIN3AISTH su21pI4) 40 %
NOSINO OL WA OL|5,Ueipiiid OL]
i
SAva LNIILYd 40 IOVINIOHId
] TEYHS LIMyYI
i | . ]
e ddy Aq petiodal se sABQ KIaNed v TEOFLD'T £6l'95
008521 §aT18 ZE0PL02 ZEOVI0T 0 VL0
[ 2BP506 6L9'91 998°888 o 208°888 [i} 0zGL
ELB'GLE L BFI'FE +RL'GRL L poL'Gel’L - o -0
- M NOYA
YPE'FS 158 t6lL'ag 0 £6L85 AVIOL
0sz'el 9ze'e 226’8 o ZZE's 0Z-51
¥69'LS £Z¥'s 122'9% [ L LT'oF ¥i0
- NODFHO | {S00 WO¥L SLYd S8371) sUsipiy Woud|
VSH AE SINIAISIY [Nl G3QINQHd VYSH AS S1N3QAISTY B
H0d SAVA 40 #1¥L0L| SAVA AQV] HOd SAVQ 40 # Y101 VM OL[s.Uaipiun Ol
ZE0'PL0'E 2£5'T6 025991°C ViOoL
L i%I0F £99'988 ZZLig 065'926 0Z-51
1y ol'sgL’L a18'ps 086'6ET | ¥1-0
; S,UBIPIEYD - YM]
£6195 LWL VEB'ES V1oL
%¥3'8 726'6 [ 098'0k 02-Gt
%e8'ZE Lizot £08'9 ¥20'ES ¥L0
% s,ualpiiy s
| SO0 8531 1V.L0L SQQ sse1| shepleglo#
: I v.1vd 6002
] , ! i S# d3LS
9% g sdayg

paaN pag aie] snoy dHilpad §,U8Ipliu) INESS



010¢ Jequiadag

LLOZ/VLIE PONIN] g obey
_ . sewoyl ‘W Aq paiedaid

¥ Xipuaddy

7 _ |- | m onjeA Jusling 0} 1S9S0ID BjeJ 9sn SS)EJIpUl Julld plogd
waLsnipe Iajjewls auj ul YnsaL pinom pual) JsAsyoIum ‘pual) spimalels Jo pustl YSH Jeylle BpuiAdde Aq payalond .

A pual] apimelels buisn 0z-G|
_ , 0£°0¢ pusl} suaip(iyD Buisn 0z-G1
_ 09'LS pueij spimalelg buisn y1-0
5 A " puad] suaipjiy] Buisn ¢1-0
R EINCER
S,usipiyd

31vd 3sn 9102 g3.10370Hd

LiV'1Z6') SIVI1OL

., 9£9'095 06l

, 0r8'99¢'L 71-0
s,usJpliyo

910z ¥v3IA NOILYINdOd a3103roNd

8E¥T 0Z-Sl

| ot OF 71-0

| S3Lv SN 6002 YVIA
m s,uaJpiiyn

19 d34S WOYHd YIHV ONINNY 1d >_m_ 31vd 38N

V. dois

P3N peg 8leQ SINoy oUIRIpad SURIpliyD SHess




LLOZ/PL/E PRULd

/ obed
v Xipuaddy

. g daig

0102 18quiadsd
sewoy ] |\ Ag paledald

r0g'08 S1VLOL
886'01 0Z-Gl
9le'c9 ¥1-0
s,uaJpjiyd
9L0Z ¥V3A| SAVQ IN3ILVYd 40 # Q3.1203r04d
LIv'ize'lL SIVIOL
9€9'095 0Z-S4
0¥8'99¢’L vi-0
s,uaipiiyo
9L0Z - NOILLYINdOd Q3..03r0Yd
0g°0¢ 0Z-Gl
A% 14 -0
$3ivd 3asn
s,uaipjiyo 910¢ - 31V ISN 31 03roxd

V. d31S NOYd YSH Ad 31vd 38N

peaN pag aieg slndy dUlelpad S,UBIPIuD aHess




L LOZIFLIE PRI

g abed
W Xipusddy

0l0Z equsosq
sewoLy | Aq paledaly

0£6'8L “IV1OL

ZrozzZoesle D rZ6El 0Z-5l

5555699201 100's9 ¥i-0

S,uaIpiiyd

I . SLN3AISTY ALVLS 40 LNO SNd
9102 SAVA LN3AI1Vd 40O # A3LDIroud

| ) A 0z51
%E9'¥ . ¥L-0

Bujs,uaipjiyo - vm

[ %ST'6 ] 0z-5lL
%0L ¥l ¥1-0

% SuSIPIAD

S d31S WOHd SAYA INJILVL 40 % 31V18 40 1NO

192y 02-5%

529'0 ¥L-0

“NODIHO NI d3LDArOUd SAYQ 1vd LNIQISTH YM 40 #

0 0Z-Gl

B Fladl ¥1-0
suIpIYD - v NI G3L03r0dd SAVA Lvd LNJQISTH 40 #

i FINAY 0251
¥9'98 70

a

0 0 0 0Z-Gl

1167 L Zy arr'L 0 ¥L-0
12}CL| NODIHO0 01| [S.Usipliyd - YA 5,Ua1p|IYD 5 LNICISTY SUJPIUD - AL O #

¥0£'08

88591 19Ty 0 LZLT) 025}

9IE'ES ro'e 0 ¥/9'95 ¥L-0

12151 | NOSTUO OL

SUPIIYD - YA

SUPIIID

SLNIQISTY sUsIpIUD 4O #

%78’ | 5:91°86 %000 1|

[ %FeZ %2} 16 %00°0 10}
. NODZHO OL| [s,.ua1p|id - YM S,U9JpIYD; INIAISTY SUSIPILD - va 40 %

B T THizisz %000 %88 L 0251
., %6V Ok %000 %Lg 68 v1-0
NODIE0 QL] [S.UaspIuD - YM SUBIPIYD|  SINIISTY SHEIPiuD O %

66418 L6¥°'L $0E‘08 SIVLOL
286'9) 0 986'91 0Z-51
/08'v9 L6t'L olg'ce ¥L0

YLOL| [SUSIPHIUD - VM X 9102 ¥V3A

SAVO LNIILVd 0 # Gg3Loarodd

6 dalg
PISN pag aled) $INDY JUiBIpad S,usIpiu) SNESS



5 abed 0102 Pqwadsg

LLOZ/rLIE PajULd
v xipuaddy . selol] Iy Aq patedsug

Tgaie Bujuue;d 9yl Ut S|eHdS0Y |2 SSO0I0E © WiNS Ay} Se UE|d Yoy 21e)g UolDulySems 1861 sad pejeinojed {g)

_ | _ | ] suimad AeAIng jedsoH 00z 11ed :@2nos (v)

ucBaiQ pue Sease Bujuueid 19410 63 eazy Buuue|g s,U4p{li) JO ING pue ojul swiaped [euager 128jjas 0} paysnipy (g}
M _ , “s1A 0z-Gl, SERIR|D ‘e3inog (z)
: "sik pi-0 seyuel) e2nog 1)

86 68 18 7 ¥9 g5 It 68 snding/paaN pag 38N
60E 00€ 252 [T 52 192 852 052 Pa3eN pag 85040
%0004 . |%000L %06 0L %0004 %0004 %0004 %00 04 %00°'CL {5)PIS 290 PIM
[T {1z e [z [T LLZ 1z %3 [T
B 1% 11z ¥4 Lz ¥ ¥4 LiZ ¥ . __sU2.pIyD aMEes
(¥} spag aiqejleay
0£6'8L €LL°9L 025 ¥L $5E'TL £LZ204 £60'88 100'99 ¥£6'€9 (£} siendsoy s, Ualpjiyd uj shed {ejoL
70208 ¥E0'8L 68LGL 0.S'EL GLETLL 90z '69 £90°/9 ¥r6'¥9 - sAeQ Say s,usipliyd (€0,
Tiv 26, |aveei6 |  |6L9/68L |069288 ! 19799t |eee'zed’l  |v06IER'L 1626725l uongndod |e30)
02'0g a6z 10'SZ 9L [T Z6'02 1082 £S5 8E+E o)y 211 0Z-G1
99095 581955 ¥£1'655 €9z £S5 ZE8'055 092'8tS 626'GYS ~ {BiVEFS (Zi0z-51 uone|ndod
Zeor |sb'S €81k 6.°8¥ rezy GOZ¥ SZ'iv 0F GF 21ey 3N ¥3-0
0va'99c T |S9EPeET  |SegLFE L |/oveec L |ose 9L |zskvoel  [SiB16EL  |i6¥'6LZ {L}pL-0 uoneindod
) ealy Buuueld s.Ualpiiyd
910z 5102 ¥1.0Z £L0Z ZL0Z 1102 0L0Z 6002
egl daig

FSON Peg 818D SINOY JLIEIRad SURIPILD 3WESS




LLOZiPLIE pallilld

ol sbed

W Xipuaddy

QLl0g J3quiage(
sewoy] W Aq paledaid

. ‘gaie Duluue|d ay) Ui S|eldsoy (|e SS010e ' iins ay) se ug(d yjeay a3e1s noyBuIysepn 2861 1ad paenafesd (g)

!
| i _ weoddy :eainog (v)
uobaiQ pue sease bujuueld 1930 63 Baiy BUIUUE|G S,UIPIIYD JO N0 puk o Sulaged [eL19al 308|484 0} pajsnipy (g)
‘81K 0Z-5) selIe|) a2.nog (g)
T sk p1-0 N0 @0dnog (1)
] ‘ (ge) (L) 6l [ 09 zs £r 6% snjding/pasN pagd JaN|
88z 082 T6T €8¢ ST 192 862 052 paaN pag ss09
%00°GL %00°GL %0004 %00°0L %00 0L %00 0L %0004 %00 0L {5)MS 990 PIM
o LIE s £LT €42 5iZ SLE Sz Lig felol
e LiE [ €2 [FH 51z SIE SLT 153 SURIPIYD BlESS
(¥} spag a|qelieay
o 0E6'8L £Li'9l 0257 £52'2L LLz'oL £60'89 (00'g9 ¥E6'CY {£) siendson s,usipiii) Ul sheg jejol
¥0£08 ¥e0'gL B8L'GL 0.G°EL GiE L 902 69 £90'29 ¥v6'%9 sfeq say s,uaIp|yd €101
i 1 IivIZ6'l  |e¥oei6 L |6L9/68¢ [06oces'| |l 498  |€tBcG8'L  [v06'lE8'F  [S/6'ZC8 | uope|ndod [e301
...... 0£0E oF'62 19'82 YN Z6'9¢ 1092 £Z'SC geve a)ey asn 0Z-5
9£9'095 521°8G5 ¥EL 'G5 £87'€59 Z£g'0ss 0BE'BFS 676'G¥S 8LY'CYS {z)oz-g1 uonejndod
ceor ev'st Peyad 6Ll ¥6TF 44 STiv OF oF aley asn #1-0
0FPB'GOE T {€OE bSe L |GBmive L |l0F6eE | |0e691EL  |esP 0Tl [GABTIBE L [I6¥'6LT L {L)¥1-0 uonendod
N ) ealy buiuue|d s.uaipliyn
9102 5L0Z FHOE __|eroz ZIL0T LOZ 0L0Z 8002
qol d=aig

P3SN pag ale] Iy JMeIped SuRIpiIyd Slness




Appendix B

Mary Bridge Pediatric
Acute Bed Need Methodology
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Appendix C

Children’s - |
Psychiatric Need Methodology
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