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Good morning Chairman Catania and the members of the Committee. | am
Natwar M. Gandhi, Chief Financial Officer for the District of Columbia, and | am
here to testify on the current financial status of the Not-for-Profit Hospital
Corporation, also referred to as United Medical Center. As you know, the District
took over ownership and operations of the Hospital in July 2010. No takeovers are
easy, and this one has proven to be especially challenging. Converting a private
operation to a government agency is difficult. Government transparency, fiscal,
legal and operating requirements hamper flexibility and quick decisions at a

business operation.

Prior to the foreclosure, the Hospital was owned and operated for 32 months by
Specialty Hospitals of Washington, a private company. After factoring in
operating funds that the District provided to the Hospital, it suffered a cash
operating loss of approximately $50 million. Since the foreclosure, the Hospital
has failed to add any new programs that have provided significant additional funds,
although the Hospital has assumed or created programs that have temporarily
increased costs. Thus, the Hospital’s monthly cash operating loss has increased,
even after factoring in additional District Medicaid payments. This cash operating
loss has occurred despite the fact that the Hospital, which is the beneficiary of

more than $100 million of District funds, does not pay debt service, property,



iIncome or sales taxes, or the bed tax, such that it receives an indirect annual
subsidy that reduces its operating costs from that of a privately-owned facility by

more than $5 million a year.

Since the foreclosure, | have testified in front of this committee twice — in July
2010 and January 2011. On July 12, 2010, just three days after the District
acquired ownership, | provided a worst-case scenario which included potential
additional District funding requirements that | estimated to be between $750,000
and $1.28 million per month. 1 said this loss could be mitigated by a number of
factors, including higher Medicaid Disproportionate Share Hospital, or “DSH,”
payments. The Hospital received an additional $1.26 million per month derived
from the three-fold, $10 million annual increase of the DSH payment plus the draw
of $5.1 million from the Contingency Reserve Fund. Despite the infusion of these
resources, the Hospital’s financial position remains fragile. For example, although
the median days’ cash on hand for hospitals in the United States is 110, the
Hospital’s days’ cash on hand (excluding encumbrances and the District’s
contribution) seldom exceeds zero and, after adding in the District’s contribution,

hovers at or below 15 (see Attachments 1a and 1b).

On January 20, 2011, I reported some improvements to the Hospital’s bottom line,

driven primarily by the three-fold increase in its DSH payments (30 percent of



which are locally funded) from $4.9 million to $14.9 million per year, and | shared
the optimism that the partnerships with the Washington Hospital Center’s
obstetrics department and Children’s National Medical Center’s emergency
department, as well as an increased patient occupancy level and Skilled Nursing
Facility (SNF) residency census, would strengthen the Hospital’s financial

position.

Now, | am happy to report that there are certain positive signs: (1) the DSH
payment has made a significant impact, and indications are that it will remain at
the same level for FY 2012; (2) the Hospital is well into its program of paying
certain settlement plans such that more cash will be available to pay for current
operations during the next fiscal year; (3) the SNF has finally passed 100 bed
occupancy of the 120 beds available; and (4) the Washington Hospital Center

obstetrics program is now underway.

But at the January hearing, | also expressed concerns about the Hospital’s cash
position, which brings us to today’s discussion of the facts that will inform all
those who seek to strengthen the medical and financial operations at this District-
owned facility. Unfortunately, the good news above regarding the additional funds
to become available because of the completion of settlement payments is tempered

by the fact that the $8 million operating profit shown by the Hospital in FY 2011 to
3



date is calculated on an accrual basis, but the seeming conflict between that
operating profit and the $7 million of unpaid FY 2011 vendor bills is explained by
the fact that the Hospital is paying the pre-FY 2011 settlements and vendor
obligations out of FY 2011 funds. This means that FY 2012 funds will be used to
pay unpaid FY 2011 vendor obligations, although we hope that there will be some

catch-up.

I must begin by saying that some comparisons are difficult. For example, Hospital
management prepared a budget for FY 2011 which appears to have been
subsequently revised without Board review. The numbers | describe below are

based on the original budget approved by the Hospital Board in December 2010.

Revenues

For Fiscal Year 2011, the Hospital has a monthly cash collection goal of slightly in
excess of $7.6 million, excluding quarterly DSH payments. Based on cash posted
to Hospital bank accounts, the Hospital has fallen far short of this goal (see
Attachment 2). In only two months this fiscal year has the Hospital approached
$7.6 million. From August 2010 through August 2011, the inpatient, outpatient,
and emergency portions of the Hospital’s operations generated on average $6.3
million in monthly collections. This excludes DSH proceeds.
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Only after including all sources of the Hospital-generated funds, including the
quarterly DSH payments of approximately $3.7 million, has the Hospital collected
an average of $7.5 million per month. Without the SNF, DSH payments and
miscellaneous non-medical funds, the inpatient and outpatient portions of the
Hospital’s operations alone have average monthly cash collections of $5.2 million
in the first quarter, $6.2 million in the second quarter (traditionally a high

collection period), and $5.4 million in the third quarter.

Causes

There are multiple reasons for the Hospital’s cash situation. First and foremost,
patient and resident volume and occupancy rates declined during February through
June of this year, and have only now begun to recover. Based on the Hospital’s
current license for 234 beds, so far in Fiscal Year 2011, an average of only 40
percent of the licensed beds have been occupied, which is far below the average
occupancy rates for similar public hospitals across the country. As the narrative in
the Hospital’s FY11 budget states, and | quote, “UMC net patient services

revenues of $120.1 million depends upon achieving 6,879 inpatient admissions,

plus associated ancillary services and therapy treatments ordered by physicians.

Revenues also are derived from 106,743 outpatient visits and procedures.”



There have been only 5,050 inpatient admissions through August 2011, which, if
projected to 5,509 for the full fiscal year, is only 80 percent of the annual estimate.
This outpatient visit budget cited above includes 42,893 in emergency room visits,
leaving 63,850 non-emergency outpatients. However, through August 2011, there
have been, according to the August unaudited financial statements, 61,896 total
outpatient visits and procedures, comprising 41,936 emergency room visits and,
leaving only 19,960 non-emergency outpatients. When projected to 21,775 for the
full fiscal year, the non-emergency outpatients will be only 34 percent of the
estimates. Finally, when low admissions are combined with the costly above-
average acute average length of stay, which, according to the Hospital records is
generally between 5.7 and 5.9 days, the cash issues are to be expected. | will

discuss the emergency room statistics below.

Hospital Operations and Capital Improvements

Several problems have strained the Hospital’s operations. In order to reduce or
eliminate significant losses in the obstetrics department, the Hospital was to
commence a partnership with the Washington Hospital Center. On January 13,
2011, the Hospital executed a contract that, when all the District’s obligations were
aggregated, exceeded $1 million. The actual commencement of the relationship
was delayed due to negotiations over malpractice insurance levels, certifications of
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the doctors, the build-out of the space, and other issues, all of which occurred
before the contract was sent to the Council and approved on June 7, 2011. But
only now, at the very end of this fiscal year, has the Hospital’s admissions census
increased due to this partnership. Hospital management predicted 959 births in
this fiscal year, but through the first 11 months of this fiscal year, the Hospital has
delivered 472 babies, which suggests 515 deliveries for the full fiscal year. This is
a slight improvement over the prior year, but only 54 percent of the predicted
average of 80 births per month. Also, obstetric admissions, predicted to increase
to 1,248 this fiscal year, total 525 admissions for the first 11 months of the fiscal
year, only 46 percent of the predicted amount. In the meantime, beginning in
January of this year, the Hospital paid $80,000 a month for malpractice insurance
to cover this arrangement, a portion of which was directly attributed to the new,

but not yet functioning, arrangement.

The Skilled Nursing Facility had a lower occupancy rate than anticipated. The FY
2011 budget assumes the SNF would average 105 patients per day, generating
$10.9 million in revenue and losing $903,000. In fact, after a slow start and the
inability to admit new patients due to citations from the District’s Department of
Health, the 120-bed SNF has only just achieved 100 patients per day and has

averaged 84 residents per day for the fiscal year to date. To further complicate



matters, due to the former patient financial services contractor’s and management’s
Inactions, the Hospital only just received a Medicare provider number to enable it
to bill for SNF residents insured by Medicare. The SNF’s loss this year will be far
in excess of the $903,000 loss originally projected in the beginning of the fiscal

year.

Hospital management has touted increases in “patient volume” over last year.
However, putting aside the fact that the Hospital has counted observation beds as
admissions, a large proportion of this increase is attributable to the acquisition of
the SNF and to the adult emergency room. At first glance, the adult emergency
room appears to be a bright spot, because an average of 3,800 patients have been
seen in the adult emergency room each month since October 2010, and that
number is on an upward trend. Some of this may be due to the improved
reputation of UMC’s new pediatric emergency room paid for by the District and
operated by Children’s National Medical Center. But it is important to note that
emergency rooms can be a cash drain, particularly if an insufficient number of
emergency room Vvisits are converted to inpatient admissions.  Hospital
management has expressed great concern that on average only about 9.6 percent of
emergency room visits become inpatient admissions (about half the usual level at

similar hospitals). Additionally, the number of observation stays, which are



reimbursed at a much less favorable rate than admissions, has risen considerably
since the District took over the Hospital, to an average of 122 observations per

month this fiscal year.

Furthermore, despite Hospital management’s optimistic statements about patient
revenues, the actual cash situation is worse than it may first appear because the
Hospital is not timely paying its bills. Since the foreclosure, the Hospital’s
accounts payable have grown to more than $10 million, and that growth began
immediately after the foreclosure. As of September 26, 2011, accounts payable for
the more than 365-day period (generally pre-foreclosure) total $3.3 million (and
that is after the Hospital wrote-off a large amount of pre-foreclosure accounts
payable), and for the 0 to 365-day period (post-foreclosure), accounts payable total

approximately $6.9 million (see Attachment 3).

Yet, simple solutions, such as taking advantage of deeply discounted drugs from
the US Department of Defense or the 340(b) drug discount program available to

safety net hospitals, have not been implemented.

The cash problem has stalled investment in the physical plant and other capital
improvements. The Hospital budgeted $4.6 million for capital improvements in

FY 2011, including more than $3 million for investments related to patient care



and life safety. Instead, from October 2010 through August 2011, expenditures for
capital purposes, as classified by Hospital management, have been $632,000,

although some additional capital items have been ordered but not yet paid.

The Hospital has continued to operate with almost the same management team that
managed the Hospital prior to the foreclosure. That is consistent with the District’s
foreclosure transition strategy that focused on the absolute necessity of continuing
Hospital operations without interruption. At that time, | concurred with that
strategy and did not replace the prior Hospital CFO or other senior finance staff,

but the OCFO is now far along in its nationwide search for a new Hospital CFO.

So how has Hospital management responded to its situation? It has actively,
aggressively and openly opposed the OCFO’s assumption of its legal status and
duties in the financial office (even including telling the Hospital finance staff that it
did not report to the OCFO the day after | met with the finance staff). More than a
year after the foreclosure, the Hospital’s finance staff remains the staff hired by
Hospital management, and even post-foreclosure new or replacement financial
staff hires have been conducted by the Hospital’s, not the OCFQO’s, personnel
office. Even now, after repeated requests, the OCFO has not been provided with

the personnel records of the Hospital’s finance staff. As I will describe below, the
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Hospital fought long and hard for the right to exercise control over the actions of

the proposed retention of a patient financial services director.

Only now has this changed, and only after the Hospital Board directed the Hospital
to seek an Attorney General’s opinion. This opinion verified the OCFQO’s legal
position. The result is that the Hospital now takes the position that the OCFO has
been directing the very same finance staff and that, instead of Hospital
management, the OCFO has been responsible for the Hospital’s billing and
collection activities. In addition, even though my office was willing to retain the
contracted patient financial services director originally hired by Hospital
management by accepting an assignment of the contract from the Hospital.
Hospital management refused to do so, and despite the OCFO’s subsequent
multiple drafts of a contract to satisfy Hospital management’s insistence of
Hospital management’s control of an OCFO employee in direct violation of the
Home Rule Act, and despite Hospital management’s lengthy delays in responding
to the OCFQ'’s contract drafts (see timeline-Attachment 4), Hospital management
has attempted to divert the responsibility for the Hospital’s stagnant cash collection
performance to the failure to have a patient financial services director for five
months.  Effective September 1, 2011, the CFO has brought in its own patient

financial services manager.

11



Hospital management’s assertions that the absence of a contracted patient financial
services director to manage the existing billing staff and that collections have
decline as a result totally ignore the fact that all hospitals’ collections have
seasonal highs and lows (see Attachment 5), that the Hospital’s collections have
been relatively stable throughout the year, that the outstanding accounts receivable
days have remained relatively consistent throughout the fiscal year and are within
the normal ranges for public hospitals nationwide as well as hospitals in the
District metropolitan area, that both the highest and lowest monthly collections
were under the former patient financial services director, and that the highest

month, March 2011, is traditionally one of the highest collection months.

But of interest in light of management’s assertions is the situation at the end of
March 2011, the month that the former patient financial services director left and,
according to Hospital management, the financial situation began to decline. As
you may recall from your last hearing on the Hospital, Mr. Catania, you asked Mr.
Hollings about cash on hand and he replied that, at the end of March, the Hospital

had $8.3 million of cash, which you deemed “quite remarkable.”

That figure is grossly misleading. Mr. Hollings seems to have calculated $8.3

million (as reflected on the March financial statement as “cash and equivalents™)
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using $5.06 million on the March 31, 2011 cash report as the amount in the
Hospital bank accounts but (a) without reducing for $2.78 million of already
encumbered amounts (employee contributions to health care plans, employee dues
to unions, employee withholding taxes, employee retirement plan payments,
checks written but not cleared, state and local taxes from February 2011 and March
2011, employee benefits from March 2011, and payroll checks for those not
receiving payments by direct deposit to be distributed the following day in the
amount of $270,000, and other payment obligations); and (b) after adding the

unused $3 million of the District Contingency Fund.

After reducing these amounts, the Hospital actually had an unencumbered $2.28
million available in its bank accounts on that day, due largely to receipt of its
quarterly $3.7 million DSH payment on March 25, 2011, which created a
temporary cash bulge. Finally, payroll, due the following day, would be paid from

the amount of remaining cash on hand.

Thus, in March 2011, the highest collection month, the average amount of cash in
the Hospital’s bank accounts was $2.83 million, and the average amount actually
available to the Hospital in the same period after deducting previously encumbered
funds was $1.29 million. Therefore, without the $2.95 million borrowed from the

District, the Hospital would have had a negative cash flow in March 2011.

13



Another more specific example of the attempt to divert responsibility is Chief
Executive Officer Frank DeLlisi’s report to a Board committee that the OCFO had
been operating the SNF, although the OCFO’s sole participation in the SNF had

been to convert the pre-foreclosure owner’s accounts to District accounts.

At the July 12, 2010 hearing, | stated that | had profound concerns regarding the
legislation establishing the Not-for-Profit Hospital Corporation, as | stated at the
time, “the legislation still falls short of the necessary governance arrangements that
would ensure sound CFO oversight.” That failure, plus the prolonged open and
hostile resistance from Hospital management to the participation of my office in
the financial oversight of the Hospital, has resulted in a lack of comprehensive

financial controls at the Hospital.

However, all District entities, including the Hospital, are subject to the Home Rule
Act, and the Home Rule Act directs my office to oversee financial operations of
the District. That direction, and the independence of my office, is to ensure that
the Mayor, the Council and the Congress are provided accurate and unvarnished

financial information.

We understand there is no panacea that will cure the financial problems at the

Hospital. We are all well aware that public hospitals are under great stress

14



throughout the United States, so it is not pejorative to state that the Hospital is in
the same situation as its peers. While it is up to the Mayor and the Council to
determine the future of the Hospital, and it is up to the Mayor and the Council to
determine the extent of District support for the Hospital, it is, and will continue to
be, my responsibility is to provide the most accurate financial data available to me

regarding the Hospital.

15



UBDS [RJUBWIUOIAUT ULHIEID0SSY [eNdSOH UBILIBWY DTOE PULH Uo Yse) sAeq 01T

juawiafeueN JINN ‘s1Joday ysed Ajeq jrmody :821n0S

TUIGE oqunidas Jo s uon|iul [g S S0 uoRograney 100, |

"sAEP OTT S1S|eNdSOH 'S'N |1 10§ pUeH uo yse) sAeQ UBIPAIN T

(,uoli1q1IU0) IA DY) pue SIIVBLLNI LS L|1og Sulpn)Ina)

11/9z/6 - 0v/1/0T
puey uo yse) sAeq

V1 Juowypeny

[{3]

[(¥7 ]

(18

(¢l

74

0€

(613

0s

(7]

0oL

08

06

cot

Uit

izt




T UE3S [BIUSWUGHAUT UIG13EII0SSY [eNIdSOH UBdIIauly 0107 PUBH U0 USE) SAEQ OTT sjuainAeg ansasay buadupie T RuawAe 15a 0 3
wawadeuey JNN ‘s110day yse) Ajieg [endy :s3d.nos JUN022Y AI3SAY ASUIFUITUOD) UOYHLL G5 DT LGS SN [RITIE SI3H{| dARGE ey
1102 19Ciu@1dag JO 5P VML TGS SRI0TUONNGUILO LIS o

AN

st

s W . B “
AL AT Wy =g

*U013e1705SY |ENdSOH UBdIRWY dY} 01 Suipiodde 'sAep 011 S! S|@1IDSOH 'S’ || 10§ pUBH UO YseD sAeg ueipaiy

it
T,

(,uonngIuo) INSIa BulPn|aul ‘sDURIGWINIUZ Fuipnpxa)
11/92/6 - 01/1/01
pueH uo yse) sAeq

St

113

SS

SL

56

STt

SET

g1 yuswmydeny




1102 Joquiajdas Juss ‘901JJ0 8ouBUId QNN WoJj spoday dnyoeq 309y °§
JuNoooY aAIasay Aousbujjuog Joj sjuswslels jueg 'qe
JuawabeuBpy OWN Wolj spodal ysed Aleg QNN ‘BE
Juawabeuew SN woly spodal ysed Area 2NN 2
juswabeuew WM ol spodas ysed Aied SWN L
S80IN0S
“uoywLg Aq | pilnom PaAIaoal S| | d aJeoipay 3 ) ‘yjuow [joiked-aauy) & st 1equiayd Nos(osd pue sjep o} Yjuow uo paseq sajewn)sy §
‘SIUOWa)B)S (BIOUBULY 0102 Ad UO pajoaysl se pazilowy o
*spun 4 KousBuRuoD 0L0ZA4 WO oyl g¢ Buisn dn Jas JoLISIA SY) FeY) SPUN) WOJj PUnd 9AIasaY [ENdSOH aY) WO UMEIPUIIM 813 Spund “p
'4402 Joquiejdas uj ol 92/ €8 Jo Juaihed HSQA L10Z Ad +a1eND Uip S}t PaNIBoel OH N
“JuaBipul 8y} 0} a1e0 10} uoliesuadurod Ajyjuow e se papusjui Inq ‘Ajispenb paalssal sijuswAed (HSQ) lelldsoH aleys sjeuoipodordsiq syl o
juswdinba pue shul 'S)usLWBE)S |BIDUR! pajiodsl se spunj snosue||2as|| 'q

oloz o ._mE.:QO U suonesadO NS 19A0 400} DHJ-N &
S3ION
cre cre o8 £be cte £bg £vg f0L0ZT A neg ‘pe: / e

Buipund 31o1s1Q leuoppy

092 gor'’z 26z’ 686  geLy  G80'T 289 220  066't  9kke  (2lL't)  (BLv'L)  l22 roo'z  (€29) vZL'L 092t S0€'L G897 eouejeg bulpuz

£ee 192 951 (289) (v61°L) 80z (265t  099't ¢ {oz1) 182 90¢ (Go.L) (12271 1297 (wvZ't) (9gr) — (sp) (03c'1)_168% (5 -v) uibiew yse3 [ejol 8
(902) (vsg) (v65) (zev't) _(w6Lt)  8p0'z  (165't) 099t ¢ foz1) 160'c  (8LL'L)  (ver'e) (lzoe)  1.¢T  (v2't) (9gg) (Gvs) [T (s - Z + P1) HSA Bujpnjauy upbiely bujersdo yseo L
r8e’t) (09L7) (v63) (zev't)  (w6L't) (929°1)  (26s't)  (v907) ¢ (ozt)  (289) (812°L) (vere) (1z02) (5221} (LvZ't) (ess't) (sys) (S0L't)  1ri's (5 - Pt} HSA Bujphpoxe upbiey buiersdo 4seo s

saimppuadxg ysed w.::ﬂwno fejol s

1£2'L 9vg'L yev'L  O0LLL 2818 b9s'e 66v'L 9919 892°L 908'L 889'9  19L'L 00L'9 29L'g

g0z'0L 88¢'L 698’9 062’9 89’6 G85'9  ¥ZZ'Ll 1€§°L  OV0'9  6vS0L  962°L €EL0L  IV6'y  629'L  §59'9 851°L Spung [elol DHdAN ¥
(114 S¥9 0S. 0S. [ 0 0 0 0 0 (214 20 62v'L 0se 0S¢ 0 002 008 F'143 0SZ $924n08 Bufjerado-uoN wioly spund JHdAN o
£ve b9 052 06/ 0 0 0 0 0 0 o] viL'L 6.L'L 9] 0 o} 0 0 0 0 »(110Z Ad 'ALA w'g$) pund Aouabunuod g
96 0 0 0 0 0 0 0 0 0 0se 0sZ ase 0se 0s¢ 0 00z 00$ o4 0se (luawelyas) uojbulysem Jo sejidsoH
Ajewads /(spaavoid Jqap) sjoN paiapeyd wo) sjdiedsy eg
6/L°L 9LL'e 0 0 0 vzl'e 0 vzi'e 0 0 vel's 0 0 0 sy o LzZ'L o 0 0 Jauihed Hsa prespan|,
0.2'9 v8L's 8£9'9 60L°9 0¢Z'9 [ZX] 686’9 0052 LES'L 0r0'9 1169 212's 8£9°s ££9°G Lel's Lv6'y 2L’y SSL'9 S6v°S 8069 stiojjesado wody spung [ejol uzmmz_ pL
gee 10¢€ 6ve vie 80¢ 62¢ 162 ive FAS4 8ve gGe [B+] 8le ov8 cL gee feie] 4 6.9 SLL g9 q(uas “pul) suonesedo wolf spund ‘os| 1
v oLL 856 €6V 1zL [ei4e] 189 Lvs 1S (734 1€9 1€ 0 0 0 0 o] 0 0 0 JSuoniesedo woy spund ANS g,
816 99L'y 1eL's €0€'s 10e's 092's 109'G zl9'e 2es'9 LLE'S 6.5'S veL'y 6le's €64y 659'S 90L'y Svl's Si¥'S 6.€'G £v8'9 (s99) |euoissajoud “oul) suoesado wioy) spund feyidsoH g

80v°Z 25T 6€6'C €eL'y S80'2 289'c  T20'T 066'L oL’ (eL'y) 8Ll lee voo'zs  (€29) veL's 09Z'L S0e'L 689'c  v6T'L Qouefeg Bujuuibag

11144
ysnbny 0407 110z-1des 4
psnbny ebeseay  pojewnsy LHOZONY HLOZINT  LL0z-UNe LL0Z-AeW 110Z4dY |10Z-EW 1102-03d L10Z-UBr 0102-220 0LOZ-AON 0L0Z-90 0L0Z-des 010Z-6nv 0L0Z-InF  0loz-unr 0Loz-Ael 0L0Z-idv 0L0Z-IEW
Apypuoy
S000$ U
sanipuadx3 Yses 'sA suolioel|oD yseo

uopesodiod |ejdsoH Jjoid-10)-10N

¢ juuyde)y



juswaseuey jedueuld JHJ4N wody spodas SuiBy s|geded SIUN0IIY PUS-YIUO|A :33IN0S

'SANP UoluUN pue ‘puny JUBWAJIINAI ‘Jainsul yyeay ol Suipnjoul ‘syuswAhed palejai-jsuuosiad o1 sajqeAed apnjoul 10u S80Q 4
98'€/9'TTZ'0T 110T/92/6
£9'S9L'v9Z'0T  TT-8ny

& o %f ,,% BN @ e PSP %m &o & SSLLE'6LT'6  TT-NT
S zz SIS LT'098'LY9'8  TT-UN(
e 000'9 8979968 TT-Aew

AN 000, % SU'SP8'C08's  TI-Mdy
\< /\ 4/\\IJ 0008 « 0S'L6VCIT'S TT-1eN
0006 x L9'8EV'080'8 TT-924
......i.\\ / 00001 v6'8T9'€E8's  TT-uer
/ 000°TT ajqoAnd s3unoadp 21nsojaiof-aid fo fJo-a11im 99°'€1/£'29TL  0T-2°Q
\ 000°2L « [6720'919'8  OT-NON
/ 000°€T * TGZEL'6IBL 0T-1°0
/ g ajqoAnd s1unoddo ainsojaaiof-aid fo ffo-anip . 89°9SL°0TH'S 0T-das
000'ST * wm.wmngwHNH 0t1-8ny
x 90°/68'8V8'ET  OT-INf
(soo00$ ui) ($) oNIDY
ONIOV S319VAVd 3aVHL TVIOL SHptd  HiSoW

3avylIviolL

€ JuduIERY



Attachment 4

The Chappelle Group Timeline

e OnlJuly9, 2010, Patient Financial Services Director gave 30-day notice

e On August 1, 2010, OCFO asked Derrick Hollings to post the position

e Hollings said no applicants, but Hospital HR Director said there were responses, but
applicants “not qualified”

e September 15, 2010, Chappelle group entered into sole-source six-month contract with
the Hospital

e On March 10, 2011, Hospital modified contract for additional 60 days and sought
additional 6-month modification (in violation of Hospital procurement rules)

e On March 14, 2011 in an effort to continue the services, OCFO sent Chappelle a 180-day
letter contract under District procurement rules for similar statement of work and
identical compensation

e On March 15, 2011, Chappelle proposed a temporary agreement

e On March 15, 2011, OCFO responded that a temporary agreement or an additional 6-
month modification violated Hospital and District procurement rules

e On March 15, 2011, the OCFO proposed that the Hospital enter into the agreed-upon
Hospital/Chappelle long-term contract and assign it to the OCFO

e On March 15, 2011, Frank Delisi rejected the proposal

e On March 16, 2011, Chappelle entered into a contract with the Hospital (without OCFO
fiscal certification)

e On March 17, 2011, Chappelle rejected the March 14, 2011 proposed letter contract

e On March 24, 2011, the OCFO received two bids for interim PFS managers

e At Frank Delisi’s request, the OCFO did not continue the procurement process but
sought to reach agreement with the Hospital regarding a contract with Chappelle

e From mid-March to the end of May, 2011, the OCFO turned numerous drafts of a
contract, based almost exclusively on Frank Delisi’s requests for language regarding the
level of his participation in controlling the contractor

e In May, 2011, Chappelle requested an increase in the price of the contract

e OnJuly 21, 2011, the Hospital sent the OCFO the sole source determination and findings
for the Chappelle contract

e The OCFO procurement office could not accept the sole source justification (the OCFO
had received bids from other vendors that were capable of providing quality services at
lower prices than proposed by Chappelle

e The OCFO rebid the contract and the new patient financial services director started on
September 1, 2011
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