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SANTA FE COUNTY

SPECIAL JOINT MEETING

BOARD OF COUNTY COMMISSIONERS
&
ST. VINCENT REGIONAL MEDICAL CENTER

BOARD OF DIRECTORS
June 9 & 10, 2006
This special joint meeting of the Santa Fe Board of County Commissioners and the

board of directors of St. Vincent Regional Medical Center was convened at approximately 4:50
p.m. at Sunrise Springs, Santa Fe, New Mexico.

Members Present: Members Absent:
Commissioner Harry Montoya, Chairman Commissioner Paul Campos
Commissioner Virginia Vigil, Vice Chairman

Commissioner Mike Anaya

Commissioner Jack Sullivan

County Staff:

Gerald Gonzilez, County Manager

Steve Ross, County Attorney

Jack Hiatt, Deputy County Manager
Paul Griffin, Finance Department

Teresa Martinez, Hospital Claims

Becky Beardsley, DWI Program Director

SVH Community Board of Directors: St. Vincent’s Staff

Dave Gunderson, MD Alex Valdez, CEO
Kathy Armijo-Etre Rick Doxtater, CFO
Frank Dil.uzio Erica Campos, Senior Planner

Gene Valdes Bonnie White, Finance Dpt.
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SVH Community Board of Directors:
Jack Zwemer, MD

CIiff Vernick, MD

Al Robeson

Rosemary Romero

Karen Wells, RN

Bill Zeckendorf

Patrick Quinn, MD

Exhibit 1: SVHRMC Notebook:
Application Template for HIFA Demonstration Proposal
St. Vincent HRMC Transparency and Community Involvement chart
St. Vincent HRMC - State of Healthcare 2006 report
List of St. Vincent Regional Medical Center Community Board of Directors
St. Vincent HRMC Community Benefit Report
Memo - from Powell/Goldstein to Alex Valdez re: intergovernmental transfer
SVHRMC Strategic Plan 2005-2010
Santa Fe County Health/Indigent Funds Position — chart

Welcome by St. Vincent Hospital and Santa Fe County Commission Chair

Alex Valdez, CEO of St. Vincent Regional Medical Center, welcomed the participants
to the meeting, and St. Vincent board chairman, Dave Gunderson spoke of his wish for St.
Vincent to improve the lives of northern New Mexicans through better healthcare. He said it is
not merely a community hospital and it strives for excellence while remaining financially
viable. He stated it is St. Vincent’s commitment to accept everyone regardless of their ability to
pay. Dr. Gunderson spoke of current trends: the decreasing reimbursement rates of Medicare
and Medicaid, and increased uninsured and indigent populations. The result is an explosion of
bad debt. Figuring out solutions is St. Vincent’s challenge and mission.

Dr. Gunderson said there have been significant changes in Santa Fe and
opportunities have been lost in the past. However, with Alex Valdez, Rick Doxtater and
the excellent senior management team the situation has turned around and is the best it has
been in many years. There is a different feel to the programs, and relations with the
doctors are improving. A critical issue is to create new revenue sources and be creative in
the future.

Commissioner Montoya officially called the meeting to order and a quorum was
established.

Commissioner Anaya asked that there be some discussion about County-
recommended appointees to St. Vincent’s board. Mr. Valdez said the last submission of
names had been acted upon favorably. That discussion was scheduled to follow 7.a. iv.

Upon motion by Commissioner Sullivan and second by Commissioner Vigil the
agenda was unanimously approved.

LOOZ/0T/TODNITACOHET AddTD 248



Santa Fe County: Board of County Commissioners
Special Meeting with St. Vincent Hospital
June 9 & 10, 2006: Page 3

Commissioner Montoya noted this was a follow-up meeting to the one held in
March and he hoped to finish the ambitious agenda and reach common ground.

The participants introduced themselves.

St. Vincent Hospital Status Update
a) Impact of Physicians Medical Center on St. Vincent
b) St. Vincent Hospital Strategic Plan
¢) Possible Location of St. Vincent Facility at Las Soleras
d) St. Vincent Hospital Financial Status Update

Mr. Valdez referred to the packet for information on the state of the Sole
Community Provider funding and a memo from Larry Gage and Charlie Luband. He said
this would lay the groundwork vis-a-vis the financing challenges they face.

Mr. Valdez began a discussion of the current state of healthcare by saying
technology will be a major driving force in the future, especially as it relates to
competition, which will become an issue with the arrival of Physicians Medical Center,
anticipated for May 2007.He said this could have a profound impact on the hospital’s
finances, as they will still be the source of healthcare for the elderly and acute care
patients. Additionally, workforce issues will continue to be a challenge, both regarding
quantity and quality.

Once consumers are able to select doctors and hospitals, it behooves St. Vincent’s to
invest in informing the clientele. With the Internet, consumers will be doing wise shopping
for services. St. Vincent’s should be the first choice in differentiating between hospitals.
Not only patients, but caregivers expect more. More nurses are needed and “when demand
is higher than supply, the resource becomes more expensive and harder to keep.”

A loss of beds is occurring nationwide, along with a reduction in the length of stay.
The key is “delivering more with greater efficiency”. Mr. Valdez said it will be interesting
to see how Physicians Medical Center operates with 23 beds. They will be able to have
light weekend schedule, something St. Vincent is unable to offer physicians.

Automation will figure prominently in healthcare delivery. Mr. Valdez advocated
electronic data and records whereby a patient’s medical history would be readily available.
Facilities will also require updating. He mentioned the $12 million expansion St. Vincent
is undergoing, saying they will be breaking ground this summer. Updating includes work
on the operating rooms, the emergency room, specialty units, increasing the number of
private rooms, increasing bed capacity - investing in order to be state-of-the-art.
Expansion requires taking on debt. Mr. Valdez mentioned the possibility of a future with
robotic surgery.
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Mr. Valdez asked, Who will pick up the tab? The state? Taxpayers? Locals? He
pointed out that New Mexico has an uninsured rate of 22 percent, who are among the 48
million uninsured in the country. There is a possibility of a state coverage initiative and the
intent is to have a positive impact on employees, employers and the entire community.
There is a trend towards employers putting more costs onto the employees, along with
incentivizing healthy lifestyles.

Speaking of the regulatory environment, Mr. Valdez noted that it adds costs.

New Mexico demographics are shown in the packet, listing population, population
change, median income and median age. Mr. Valdez explained that the tourism industry
which figures prominently in Santa Fe generally offers lower paying jobs with no insurance
coverage.

Commissioner Montoya asked about the trend toward automation and the possibility
of getting records compatibility between the County and the hospital. Mr. Valdez said he
thought that was possible and that electronic health records would be empowering and
could connect to the County’s needs. Commissioner Montoya stated Mr. McClelland had
talked about using Santa Fe as a pilot program in a universal healthcare initiative, and that
St. Vincent’s would need to be involved. Mr. Valdez said the state coverage initiative could
be the vehicle to accomplish that.

Turning to the strategic plan, Mr. Valdez said the mission statement used to refer to
independence and it now talks of collaboration. There are six principle goals. The first is to
create a culture of service. This includes achieving a 95 percent satisfaction level. Other
goals are: Earning the support of patients and the community, ensuring clinical excellence,
running the organization well, developing committed, empowered employees, and
developing positive physician relationships.

Rick Doxtater went over the financial picture, stating the board sees itself as
stewards of this non-profit community asset, and there is a need to get competitive. The
hospital has been in survival mode and a competitive spirit is needed in order to achieve
the strategic plan. He used graphs to demonstrate the operating margin. Four percent is
needed to survive and reach a Moody’s A rating. Moody’s is interested in the effect
Physicians Medical Center will have on the overall picture. St. Vincent’s has a five-year
capital plan and a great deal of new equipment is needed. If nothing is done, the trajectory
will lead to a $126 million shortfall. They can borrow $33 million more and the Sole
Community Provider funding is critical to achieving the four percent margin. With the
strategic plan there are still many opportunities for improvement along with the risks.

The key is fully funding the Sole Community Provider funding, said Mr. Doxtater.
The Physicians Medical Center represents a significant risk given that St. Vincent’s has
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fixed costs.

Mr. Valdez reiterated that Physicians Medical Center’s business plan gives May
2007 as the opening date, so the impacts should be felt by next year. He hoped those
impacts would be shallow and short term. He thanked St. Vincent’s board of directors for
approving the budget.

- Commissioner Vigil asked about Physicians Medical Center’s scope of services.
Mr. Valdez said they are seeking a general acute care license, but will probably be
concentrating on ambulatory and short-stay surgery. Dr. Vernick speculated that if they
have an emergency room, it could be a way station for indigents. Mr. Valdez said the
Senate Judiciary Committee has put a cap on how much indigent care such facilities are
required to provide and that is five percent. He added that there are many questions
remaining about Physicians Medical Center and theses will have to be discussed with the
board. For instance, collaborations might be possible in such areas as lab services.

Mr. Hiatt asked about the magnitude of the financial impact of Physicians Medical
Center, and Mr. Valdez said he would rather not discuss that in open session, although
they have made projections. Dr. Gunderson said because it will probably be elective, for-
profit surgery it will have very little impact on the uninsured sector.

Regarding the Las Soleras location, Mr. Valdez stated health needs will eventually
outgrow the principal location and the south side of Santa Fe is the logical place to a
branch. Las Soleras has made a generous offer.

Santa Fe County Status Update
a. Santa Fe County/St. Vincent Hospital Partnership Issues
b. Santa Fe County Financial Status Update

Paul Griffin, budget administrator for Santa Fe County gave an overview of the
County’s financial picture. He said there are two County funds that feed into the Sole
Community Provider funds, the EMS/Healthcare Fund and the Indigent Fund. The
EMS/Healthcare Fund also funds the Fire Department and pays $2.5 million directly into
Medicaid. Before 2001, the GRT was mixed into the general fund and there was an excess
of cash. The $5.75 million in cash was criticized by DFA, which led to the creation of the
EMS/Healthcare Fund. The 1/8 cent GRT for EMS and 1/8 cent GRT for the Indigent
Fund moved $9 million into the general fund. The cash position was whittled away over
the years at the state’s recommendation. The Sole Community Provider funding used be
greater than the funds returned via the MOA. The amount of funding required by the jail
has increased and now the County will be taking on operation of the sobering center. In
short, stated Mr. Griffin, “I’ve run out of cash.”

Due to increases in the supplemental funding, last year the County was unable to
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fund the match amount at the maximum possible level, and was only able to provide
$425,000.

Karen Wells asked for clarification of the “less Medicaid payment” and Mr. Griffin
explained half of that goes to indigent Medicaid and has increased approximately 10
percent. The red line, Sole Community Provider funds, represents the before-match
amount. Ms. Wells asked if the EMS/Healthcare fund supported trauma, and Mr. Griffin
said it did, adding the fund was established to do away with commingling and to clarify the
picture. He said the MOA was distinct from the jail medical funds. Ms. Wells posited that
the federal match allows funding for indigents. Mr. Griffin said it does, but not in hard
cash.

Mr, Valdez said the County puts up x-amount in Sole Community Provider funds
and gets y-amount in the MOA, which pays for programs such as the CARE Connection.

Mr, Griffin indicated that in 2007 there will not be sufficient money from the GRT
to cover the Sole Community Provider match. Money from indigent funding was moved to
the sobering center, which is allowable.

Commissioner Sullivan said when the Indigent Fund was set up, the purpose was to
get the money from the GRT. He said the county has a big need for the sobering center
and the County has to take the lead in fronting those costs. The Commission made the
decision to provide a service not otherwise provided. Federal money will be coming in via
substance abuse treatment vouchers that have been underutilized heretofore. Until that
money starts coming in there will be a big cash drain.

Mr. Valdez pointed that that St. Vincent’s has pumped approximately $1.5 million
into the sobering center.

Dr. Verick asked how the Indigent Fund is used for detox. Ms. Beardsley
explained that the providers have applications whereby the indigent qualify for
reimbursement. Qualification is based on residency and HUD-imposed income and asset
levels. There are 22 providers and all of the money is used.

Mr. Doxtater said the $500,000 that St. Vincent’s put into the CARE Connection
should be added to the graph.

Mr. Griffin said the “brick wall” won’t be hit until 2008.
Ms. Wells stated substance abuse treatment and mental health tend to be

underfunded, so this is a good thing. It is important to keep the big picture in mind and
assume access to care will continue to be an issue.
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Mr. Robeson note that it appeared $6.4 million in gross receipts tax was coming
into the County while $6.8 million went out in Sole Community Provider funds, and the
discrepancy between the Sole Community Provider funds and the MOA was around
$200,000. He mentioned the possibility of leveraging funds, which would benefit the
community, He noted that while the County appears to be short $200,000, the community
could gain $21 million.

Mr. Griffin reminded the participants that of the $2.5 million going to the jail fund,
half a million comes from the MOA.

[The meeting recessed for dinner.]

Kathy Armijo Etre inquired about County funds going to non-resident indigents.
Ms. Beardsley explained that social security numbers are required to get indigent funding.
In addition, there are pro bono programs and sliding scales. All of the funding is used and
additional requests are outstanding. The criteria could be opened up, which would shift the
population. She said the Sole Community Provider funds were set up to supplement
Medicaid and four hospitals are served.

Ms. Armijo Etre pointed out that St. Vincent provides care to the indigent
population beyond what is reimbursed by the Indigent fund, particularly to the
undocumented and through the emergency room.

Mr. Gonzdlez pointed out that the County has other responsibilities besides
providing healthcare.

Dr. Vernick brought up the issue of working out funding regarding other counties.
Mr. Valdez noted that money is being sent to Espafiola Hospital to take care of Santa Fe
County residents, while St. Vincent provides care for the poor from Rio Arriba County.

Summarizing the import of the graph presented by Mr. Griffin, Mr. Robeson said it
shows that the amount of Sole Community Provider funding is close to that of the MOA,
that there has been a shift so that now the Sole Community Provider funds are higher, and
that the Sole Community Provider amount has grown rapidly.

Dr. Gunderson asked about ambulance fees and Mr. Griffin explained that the blue
line denoting GRT minus Medicaid should actually be even lower, since $500,000 in
ambulance fees should also be subtracted.

Regarding partnership issues, Mr, Gonzélez said the hospital participates with the
County not only through the MOA, but also with the sobering center/CARE Connection,
and the healthcare van. Additionally, there are opportunities for cooperation with the Las
Soleras property and healthcare in the jail. He said the latter is an important issue for the
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community as a whole because now, prisoners cycling in and out of the jail represent a
potential disease vector. There is also the potential for County support for St. Vincent’s
bonding. Mr. Valdez asked about the possibility of increasing taxes for hospital bond
support and Mr. Gonzdlez agreed that was a possibility, with the City also potentially
involved. There are two forms of EMS/Healthcare taxes, one from the unincorporated
areas only and another could involve the entire county.

Mr. Valdez said that once the financial outlooks of both bodies become clear,
revenue enhancements have to be considered.

Commissioner Montoya noted that the state looks to the County’s capacity first
before coming up with funding.

Immediate Challenges
a. Sole Community Provider Funding
i. Potential SCP Self-Funding by St. Vincent’s Hospital
ii. Self-Funding and Pass-Through for the Remainder of FY06 and
Supplemental SCP
ili. = The Future of SCP Funding for SVH
iv. Jail Billing and Healthcare Issues
V. Board Members

Mr. Valdez said seeking state funding is driven by a desire for a variety of revenue
sources. St. Vincent’s is unique in being able to directly access state funds. For instance,
they received $2.2 million for the emergency room. The possibility for self-funding arose
out of the County’s inability to come up with the full match amount for the supplemental
this year. He noted $13.5 million would be left on the table with the failure to fully fund.
Human Services put of the amount lacking as a loan and St. Vincent’s sought a legal
position on self-funding. Human Services took the position that the money has to go
through the County. St. Vincent believes it can make the numbers work with Santa Fe
County doing its best and St. Vincent’s self-funding the rest. He spoke of crafting an
insurance program.

Commissioner Montoya mentioned that the County had concerns whether St.
Vincent could legitimately be considered a public entity. Is getting an appropriation from
the state sufficient?

County Attorney Steve Ross indicated he had looked into the matter and found there
were two players involved, the CMS which is in charge of Medicare and Medicaid, and the
state Medicaid program. A letter was received from CMS Administrator McClelland
referencing the Iowa State Plan amendment regarding the state teaching hospital. He had
not addressed the situation and it was not clear if he would. Mr. Ross talked to Human
Services in regard to the Powell-Goldstein memo which they say is correct and which they
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enthusiastically support. He said this alleviates much of the legal concerns in that the
consequences of being wrong and making an inappropriate intergovernmental transfer are
not so great. He recalled at a previous BCC meeting there was talk of an indemnity
agreement regarding the County acting as a pass-through entity.

Mr. Valdez expressed his willingness to do that and noted if the practice becomes
habitual they can find a way to “paper over” the problems. He said Human Services can
request an official blessing from CMS but this would of course take time. He said Human
Services’ legal counsel approved the self-funding on the supplemental and the next problem
that could arise is inability to fully fund the base. He recommends writing a check.
Commissioner Montoya said he supports that.

Commissioner Sullivan said he wanted to see the McClelland letter. In his
understanding there is a substantial difference in the concept of a “public entity” vis-a-vis
direct taxing authority, etc. San Juan does this successfully and further discussion of the
MOA is in order. A mechanism needs to be in place regarding the separation of the MOA
funds from Sole Community Provider funds.

Dr. Vernick said the bottom line is maximizing the healthcare dollars.
Commissioner Sullivan agreed, adding it is the Commissioners’ responsibility to keep the
County solvent. He added they also want a say in where those healthcare dollars go.

Commissioner Vigil noted she was legal policy advisor to the County when the 3-1
match was first broached and it appeared to be a wonderful opportunity to capture federal
dollars. She urged keeping the big picture in mind and said the context has changed, with
the HPPC arising as a focus for the community providers constantly requesting funds. She
said she saw no problem with the self-funding option, and agreed with the need for further
discussion on how that will affect the partnership. The San Juan County partnership works
because there is a bond. The bond between Santa Fe County and St. Vincent’s came about
through the Sole Community Provider funding.

Mr. Valdez noted it was important for the County to write the check as soon as
possible. He has been working since fall to get CMS to send a ruling to Human Services.
If the County doesn’t want to write the pass-through check he is obligated to ask for the
full match shortfall, as it will mean $13.5 million in funding to the base amount over the
next five years.

Dr. Gunderson said since the risk is minimal, writing the check seems like a
reasonable thing to do.

Mr. Ross said he was nervous at first but following talks with the various parties, it
appears CMS is a difficult agency to get straight answers out of. With the involvement of
Human Services and the indemnity waiver he feels comfortable doing it. He will keep
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trying to get a definitive letter from CMS.

Gene Valdes speculated that could take over a year and in the meantime, the risk is
minimal against potential major damage over five years.

Mr, Valdez stated he did not know in the future if St. Vincent or the County would
do all the funding, or if it would be some combination.

Regarding the composition of the board of directors, Commissioner Sullivan asked
for a copy of the bylaws and the names of the directors and which are recommended by the
County. He suggested talking about transparency. Mr. Valdez said he would do that.

The meeting recessed at 8:00 p.m.

% %k N ok K %k K % K K K K ok K ok X

The meeting was reconvened at 8:40 a.m. The following individuals were in

attendance:

Commissioners Present:
Harry Montoya, Chairman
Virginia Vigil, Vice Chairman
Jack Sullivan

County Staff:

Gerald Gonzdlez, County Manager

Steve Ross, County Attorney

Jack Hiatt, Deputy County Manager
Teresa Martinez, Hospital Claims
Becky Beardsley, DWI Program Director

St. Vincent’s Board:

Dave Gunderson, MD, Chairmain

Patrick Quinn, MD
Frank DiLuzio
Gene Valdes

Karen Well, RN
Cliff Vernick, MD
Al Robeson
Rosemary Romero
Karen Wells, RN
Patrick Quinn, MD

Commissioners Excused:
Paul Campos
Mike Anaya

St. Vincent’s Staff
Alex Valdez, CEO
Erica Campos, Senior Planner
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The participants reintroduced themselves and County Manager Gonzdlez opened the
meeting stating the County is looking for long-term healthcare for the adult prisoners. Mr.
Valdez remarked that SVH provides services to the juveniles in the corrections system and
adult care could be another community service provided by SVH.

A discussion ensued regarding healthcare at the correction facilities and Ms.
Martinez said since the changeover there has been significant balance that she estimated at
$900,000. She said it was not in the budget data. Mr. Valdez offered to consider how the
care could fall under community benefits.

Chair Montoya asked whether Medicare/Medicaid was being maximized for inmates
and he encouraged staff to investigate limitation and suggested approaching the legislators
for inmates’ medical coverage.

Ms. Beardsley said she had reviewed that in her former capacity as Indigent Claims
Director and the majority of the inmates are not eligible. She said it was a complex issue
and is different for youth under 18 years of age.

In regard to detox patients brought to SVH by the County Sheriff, Ms. Beardsley
said they are not considered in custody and while in the hospital; they are considered
“furloughed.” She said the opening of the detox facility will solve that issue.

Mr. Valdez and Mr. Gonzdlez said they would work together to discuss how to
provide better medical services to the youth and adults in the corrections system.

Commissioner Sullivan expressed his concerns regarding SVH Board of Directors,
stating he understood the meetings were closed and the composition lacks community
representation. Further, since Auturo Gonzales’ departure, there has been little to no
communication between the County and Board members. He emphasized that accepting
the BCC’s appointment recommendations would benefit the relationship between the
County and SVH. He suggested developing a new structure that would present a public
entity, reduce the barriers on the MOA, and come a long way to transparency.

Board member, Dr, Vernick, noted that Steve Shepherd is present at most Board
meeting and he hoped a County employee would communicate with the BCC.

Mr. Valdez said the BCC forwarded six nominees and SVH selected two from that
list; Frank DiLuzio and Ernestine Lawrence. Each time the BCC has forwarded candidates
SVH has responded and made an appointment. He mentioned that Gene Valdez was a City
appointment.

Dr. Gunderson reiterated Mr, Valdez’ remarks and stated that the SVH Board
thought they were doing the right thing when they appointed Mr. DiLuzio and Ms.
Lawrence, both BCC nominees.
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Commissioner Vigil lauded the Board of Directors for having countywide diversity
and she hoped to keep communications open. She said it was important to expand
opportunities to communicate.

Dr. Gunderson suggested that the County Manager or Larry Martinez attend the
SVH Board of Directors meetings.

Mr. Valdez pointed out that the Board of Directors operates as trustees to SVH.

Commissioner Sullivan said he didn’t understand why there would be any
reluctance on the part of the Board of Directors to talk to the County and he advocated a
more seamless communication. He asked how the County and SVH could be at an impasse
when the County contributes over $6 million a year to SVH.

Mr. Valdes said the County and SVH are partners in working for the county
residents and he was confident more effective communication could be accomplished.

Dr. Gunderson agreed and said there was absolutely no collusion or intent on the
part of the Board of Directors to thwart communication. He advocated appointing a liaison
for the entities.

Mr. Valdez said SVH wants to accommodate the County’s requests and he certainly
viewed their relationship as positive.

Dr. Vernick pointed out there were items that come before the Board that they
discuss and vote on and that process is done as representatives of the County. He
encouraged the two boards to develop personal relationships and communicate regularly.
He opposed developing another layer of bureaucracy to oversee what the other does.

Ms. Wells said the Board of Directors serves as a governance committee and she
took offense at the notion that it lacked community representation. Ms. Wells said she is
long-term community member and her concern is how best to care for the community’s
sick whether rich or poor.

Mr. Gonzilez said the Commission is responsible for bringing $20 million to SVH
for the community. The vitality of St. Vincent, in general, is very important to the County
and with two different boards in control, Mr. Gonzdlez suggested developing more
collaboration which is good for the community.

He appreciated Mr. Valdez’ discussion about SVH desire to become a self-funding
facility and pointed out that would require a greater breadth and closer relationship and
communications.

Mr. Robeson said the care providing industry has greatly changed and SVH needs
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to be current and have a new avenue for competition. Currently, we are “at risk” for
survival. He said it was imperative to retain support from the community at large: “We
must be strong”.

Ms. Wells added to that saying the hospital needs a strong relationship with the
County.

A committee composed of Commissioners Vigil and Montoya, and SVH Directors
Gene Valdes and Dave Gunderson was appointed to communicate and develop strategies
for an improved relationship.

Challenges and Possible Solutions
Response to BCC visit to San Juan Regional

Mr. Valdez said after reviewing San Juan’s bylaws and practices he was proposing
that SVH develop an Ambassador program made up of representatives from major
employers, non-profits and governmental entities. The group will hold special focus
groups and he suggested tackling the working poor without insurance up front. San Juan
Regional Medical Center is a locally owned and governed, not-for-profit hospital, Their
board of directors is selected from a hospital corporation, whose membership is made up of
representatives from over 86 non-profit community organizations. Electing directors is
the responsibility of the Corporation, whose 80-plus members represent a true cross-section
of county residents. They reflect the perspectives of churches, civic organizations, service
clubs, fraternal organizations, veterans’ organizations, veteran auxiliaries, San Juan County
Commission, municipalities, San Juan College and local school districts.

Ms. Campos noted that the STRMC’s corporation is more than a healthcare board,
being rather an entity operated by the community.

Mr. Ross suggested that the County look at SJR taxing mechanism and he
recommended that SVH look into a similar funding mechanism. It requires a vote from the
community and untapped source of funding.

MOA Update

The participants agreed that EMS services need to be figured out. More discussion
and self-funding would be beneficial.

Commissioner Sullivan said SVH needs to decide whether they will self-fund all or
a portion. He remarked that self-funding would change the current MOA.

Dr. Gunderson said a full discussion is important before self-funding is initiated.
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Commissioner Vigil said the mobile care unit and the jail facility are not choices
but items that must be addressed. These are the community’s needs.

Mr. Gonzdlez remarked that Santa Fe County extends relief to SVH to take care of
the County’s indigent medical needs. If SVH were independent/self-funded the County
may have greater control of care issues with SVH. Mr. Valdez agreed and said smaller
groups could work these issues out.

Ms. Wells said the MOA would not be necessary if SVH is self-funded.

Dr. Vernick suggested a strong relationship between the County and SVH may be
better than an MOA.
Mr. Gonzilez advocated simplifying the MOA process and rethinking it.

[Commissioner Sullivan excused himself from the remainder of the meeting]
State Coverage Initiative

Mr. Valdez discussed the initiative that then-Governor Gary Johnson promoted
which provided an insurance vehicle for individuals under a certain income range and
gainfully employed. He was eager to support the introduction of a bill that provides an
appropriate vehicle. The next generation of uninsured needs to be addressed.

Mr. Gonzélez concurred that the funding revenue is the challenge.

Ms. Wells said it appears the federal government wants to fix the uninsured
problem with the employer and employee paying a portion.

Mr. Valdez said this is win/win situation and noted an urgency to support a bill that
would address this issue. Ms. Beardsley said the County is actively involved in this
process.

Mr, Valdez said he was on the agenda to accept self-funding of remainder of the
supplemental money. He said the County’s support was crucial.

Mr. Ross said the as a self-funding entity the MOA was moot.

Mr. Valdez said SVH needs a positive vote from the County on this venture.
Closing Remarks

Mr. Valdez praised the leadership and quality the Hospital’s Board brings to the

table. He sees more work towards state initiatives and self-funding and reiterated his thanks
for the hospital board and the County Commission.
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Santa Fe County: Board of County Commissioners
Special Meeting with St. Vincent Hospital
June 9 & 10, 2006: Page 15

Dr. Gunderson repeated the importance of the Commissioners meeting face-to-face
with the Board to develop a sense of trust and communication.

Mr. Gonzdlez said the challenge is finding revenues. Ms. Wells said the federal
government has voiced a desire to address the uninsured problem and she said it will need
to be an employer/employee pay solution.

Mr. Valdez said the state sees the urgency in this issue and he encouraged County
staff to participate in state meetings on these issues. Chair Montoya said the County was
involved with the state on these issues.

Mr. Gonzilez thanked the participants for a productive meeting and recommended
periodic joint meetings to further the relationship.

ADJOURNMENT

Chairman Montoya declared this meeting adjourned at approximately 10:40 a.m.

Approved by:

/ nty £ommissioners
Harry Montoyg; Chairman
Respectfully submitted:

Karen Farrell, Wordswork

227 E. Palace Avenue
Santa Fe, NM 87501
ATTEST TO:

ALERIE ESPINQZA_ ¢/,
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Application Template:for

Health Insurance Flexibility and Accountability (HIFA): §1 llsoflaemonstratmnss

‘Propeosal

The State of New Mexico Department of Human Services proposes a section 1115
demonstration entitled New Mexico State Coverage Initiative (New Mexico SCI), which will
increase the number of individuals with health insurance coverage.

N ——— —
1. GENERAL D ESCRIPTION OF PROGRAM

New Mexico SCI, which is scheduled to begin February 2003, will provide health insurance
coverage to up to an additional 40,000 residents of the State of New Mexico with incomes at or
below 200 percent of the Federal poverty level. The increased coverage will be funded by
employer, employee, and individual premium sharing, state, local, and federal funds.

New Mexico proposes two funding mechanisms for its waiver. At the conclusion of the
demonstration period, New Mexico will be using unspent SCHIP funds to cover approximately
11,000 single or childless uninsured adults and will be covering approximately 29,000

parents through regular Medicaid matching funds. In the first year of the waiver, the state
will fund 7,500 single or childless uninsured adults and 7,500 parents from SCHIP funds.

The proposal is SCHIP allotment neutral and budget neutral.

In addition to this waiver proposal, New Mexico may subsequently propose to reallocate
resources for the existing Medicaid program in New Mexico to shift from Medicaid benefits to
the SCI benefit package for certain Medicaid enrollees. Any subsequent submission of
amendments to this waiver will be based on recommendations from an interim Medicaid
Reform Committee established by SB 379 of the 2002 Legislature and signed by the Governor.
New Mexico is also continuing to develop alternative strategies for parttime, intermittent,
temporary, and seasonal workers, the unemployed, retirees under age 65, and selfemployed
individuals.

Benefits

The benefits under NM SCI are structured to be similar to basic commercial benefit packages
in New Mexico and the project is structured to meet the needs of the target population. A
standardized benefit package will be established by the state and managed care organizations
will be allowed to respond to an RFP to provide that benefit package. The benefit package was
structured based on results of focus group meetings, experience with a managed care program
Jor the uninsured at the University of New Mexico Health Sciences Center, and extensive
discussions of a Design Work Group.
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Benefit Cost

New Mexico contracted with the Lewin Group to do preliminary actuarial analysis. Various
design changes were made after that preliminary work and subsequent actuarial work was
done by the actuary staff of three managed care organizations in New Mexico. This
subsequent actuarial work resulted in a target average per member per month total cost of
$210, based on the demographics of the target population which were determined through a
household survey by the New Mexico Health Policy Commission.

Target Markets and Enrollment

The waiver is targeted to adults up to 200 percent FPL, particularly employed adults. The
plan will be marketed to employers and employees directly by the MCOs which may also utilize
enrollment brokers. These MCOs already have established relationships with employers
through their commercial product lines. MCOs will be required to inform eligible individuals
of the availability of the SCI program.

Various outreach and media strategies are being designed for employers, employees, as well as
non-employed individuals to ensure that all eligible New Mexicans will be aware of the
availability of the product .

Marketing will be especially targeted to employers not currently offering insurance as well as
to employers who offer insurance but whose employees cannot afford the required premium
sharing. In addition, the program will be targeted to parents of Medicaid and SCHIP children
through innovative data matches with Medicaid and SCHIP databases as well as income tax
databases.

Non-employed individuals will also be eligible for the program, but will be required to pay the
equivalent of the "employer" and "employee' premium sharing. No medical underwriting is
proposed for the program.

Standardized Benefits and Plans

Benefits, premium sharing, and copayments will be the same, regardless of the MCO that the
individual selects; competition will be based on service and delivery systems. While a defined
contribution concept was considered, the standardized benefit package approach was selected
Jor several reasons and was based on feedback from various focus groups as well as
experiences of other states with traditional ESI approaches and will result in:

Administrative simplicity for employers

Administrative simplicity for the state

Assurance of a benchmark benefit package to meet needs of the target population
Potential for a significant new market for coverage

Increased ability to track take-up and effect on commercial market

MCOs may choose to develop a non-subsidized SCI product that they can market to
employers—this would help expand the overall coverage in the market.

NI T D D 3 D
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Allotment Neutrality and Budget Neutrality

The enrollment for single/childless adults will be capped based on availability of SCHIP funds
and will be allotment neutral. Any remaining unused SCHIP allotment will ke used to fund
the expansion of parents until the SCHIP funding is exhausted at which time parents will be
covered under Title XIX. The SCHIP calculations submitted with this waiver are based on the
scheduled loss of 1998, 1999, and 2000 SCHIP funds and the anticipated loss of a portion of
the 2001 SCHIP funds. If there is congressional action to extend availability of these funds
for New Mexico or to redistribute unused funds, the state would utilize all additional available
SCHIP funds for the SCI coverage expansion for parents between 37% and 200% of FPL.

To the extent SCHIP allotment is not available, the parent population under 200 percent of
the federal poverty level will be covered under Title XIX. Since this population could be
covered under a state plan with a more extensive benefit package and without the employer
and participant premium contributions, a budget neutrality demonstration is not required
during the waiver period. Nevertheless, New Mexico has provided selected historical data
required in the template. (See attached worksheet.)

Schedule

The waiver is scheduled for implementation in February 2003. If the Medicaid Reform
Committee recommends changes in the existing Medicaid program that could result in
expansion of this waiver to addtional populations, an amendment to this waiver proposal will
be submitted at that time.

The SCI Process

New Mexico convened a broad-based coalition of providers, advocates, business groups, local
governments, and state agencies approximately three years ago to work on the issue of the
uninsured adult population, increase awareness of the problem with the business community,
and to build consensus on solutions. That coalition expanded and developed over the next
two years and resulted in application to the Robert Wood Johnson Foundation for a State
Coverage Initiatives planning grant which was awarded in April 2001. Through the planning
grant, the strategy reflected in this Phase I application was developed.

The process of developing the strategy was broadbased and inclusive. A Steering Committee
was formed comprised of providers, advocates, MCOs, business groups, state agencies, and
other stakeholders. Membership on the Steering Committee was extended to any interested
person and there are over 5 individuals and groups represented on it. In addition, five work
groups were established, each comprised of a crosssection of individuals, in the following
areas:

Design

Operations

Finance
Marketing/Outreach

SCEER I N
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? Safety Net

These work groups have been meding since June 2001 and are ongoing. The
recommendations of the Work Groups formed the basis of the development of this waiver
application.

Also during the period of June 2001-November 2001, the SCI team appeared at least monthly
before the Legislative Health Subcommittee, an interim study committee of the legislature.

This provided significant opportunity for legislative and public input. In addition to these
public meetings, SCI conducted a series of regional focus groups with New Mexico businesses
and a consumer focus group. Input from these focus groups was extremely useful in
designing the features of this waiver.

The Robert Wood Johnson Foundation awarded New Mexico a SCI implementation grant in
October 2002 that will provide additional resources to the state over the next three years to
implement this SCI plan. New Mexico has been nationally recognized by SCI for its
innovative appreach to an employer-based system.

The SCI Steering Committee and Work Groups continue to meet regularly to develop
implementation details. The Operations Work Group is developing the required public input
process required of HSD programs. The Marketing/Outreach Work Group will develop a plan
Jor educating and informing employers, employees, and the general public about the program.

 Crowd Out Features
The waiver has a number of crowd out features:

?  Individuals will not be eligible for SCI coverage unless they have been without insurance
Jfor at least 6 months.

?  Direct marketing by MCOs will provide an incentive for MCOs to first market their
commercial plans then market SCI as a supplemental plan for low income employees that
do not "take-up" the commercial plans.

? The basic benefit design was carefully crafted to be somewhat less than most commercial
plans so that employers currently providing coverage would not tend to shift to SCI
coverage.

II. Definitions
Income: In the context of the HIFA demonstration, income limits for coverage expansions are

expressed in terms of gross income, excluding sources of income that cannot be counted
pursuant to other statutes (such as Agent Orange payments.)

Mandatory Populations: Refers to those eligibility groups that a State must cover in its
Medicaid State Plan, as specified in Section 1902(a)(10) and described at 2 CFR Part 435,
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REGCI®NAL

MEDICAL CENTER

STATE OF HEALTHCARE
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NATIONAL HEALTHCARE

ENVIRONMENT

< National trends in technology, finance, economics,
sociology and regulation play a significant role in
planning for the future of St. Vincent Regional
Medical Center.

% Key trends are important to our future and are laid
out in more detail on the following pages. They
include:

* |ncreasing consumerism in health care,

=  Workforce supply and demand projections and
commitment levels,

= National Admissions, Visits, Bed Availability, and
Average Length of Stay,

» Informatics to improve care, service and efficiency,
« National Capital Spending,

= Constantly evolving and improving treatment methods
and technology,

» Declining government reimbursement,

» |ncreasing numbers of uninsured and underinsured
patients,

= Shifts in commercial payer structure,

» Regulatory Environment and Pay for Performance
(P4P),

» Hospital Ownership Status.

.

1

...-...-..................................................l’
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CONSUMERS WHO EXPECT MORE

Physician's Role in Hospital Selection

55% 56%

Zg:f’ ey 50% Consumers are
A

40% -y 36% 35% increasingly more

30% \ , likely to be invoived

91!8; 9% 9% 9% in selecting where

o B ' they go for hospital

0% K N =N ye c"l:
Would go to the Would ask my MD to  Would go to a different e
hospital that my MD send me to my MD who would send - -.
recommends preferred hospital me to my preferred
hospital

Consumer Loyalty in the Face of Poor Clinical Ratings

80% - 72%
and would look at 70% e o e

- 0,
clinical ratings to 60%
50%
help them 40%
determine preference. 383*
(]
10%

0%

—_—
If my preferred hospital received a  If my physician received a below-
below-average rating for clinical awerage rating for clinical quality
quality

m Would Change m Would Not Change }

Differentiating Among Hospitals
In 2003, 18% of adults

ol 623 were “Quality Conscious
50% - 42% Consumers”. These

40% — consumers tend to have
30% higher incomes & better
20%

insurance coverage.

10% To maintain a healthy

0% . : y
Would go to a different hospital in Availability of Centers of Excellence  PAYer MiX, hospitals
my market depending on what was  would strongly influence my must be able to appeal to
wrong with me hospital preference quality-conscious

N consumers.
m Quality-conscious consumers m All Aduits

Source for all graphs this page: Solucient LL.C, HealthViewPlus, www.solucient.com

>
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CAREGIVERS WHO EXPECT MORE IN

EXCHANGE FOR THEIR COMMITMENT...

Demand for RNs in 2020: 2.8 million
Expected supply given current trends: 2.2 million

What’s Driving Commitment?
Th Top 10 Drivers of Commitment for the

healthcare field in order of importance

e

3 ,'(‘.,“‘. ‘, "

just as awrker

Workforce Commitment Index
(based on employees' responses to driver's of commitment
questions)

100 ~100.3 : 1011 Y

1997 1908 1999 2000 Feb. Oct. 2002 2003 2004
2001 2001

|_....u.s. WCI| —m— Healthcare WCI

Source: Sponsored by AON Consulting and American Society for Healthcare Human Resources Administration. Index scores above 100
represent a higher level of commitment than the national baseline, while scores below 100 indicate a lower level.

When demand is higher than supply, the resource becomes more expensive, arsd
harder to keep ...
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...AND WILL BE ABLE TO GET IT

2003 Employment Growth/Loss of RNs by Age

The average age
of the RN

Ages 50-64 workforce has
been rising
Ages 3549 steadily since
Aces 30.34 the mid-1980’s.
ges =5 By 2010 the
average age is
Ages 25-29 .
projected to be
Ages 21-24 45.4 years.
Source: Health Affairs, N;lv -IMZN-ZE-'.’NGW Signs of a :rrcr:(:;sning US Nurse Labor Market? ", heaithaffairs.org
Results of Force-Ranking in Physician :1 A’valhlbg:’y °'" lab 2%
Survey times
41) Physician Expert #3 Avaliability of skilled £9%
ysician Expertise
anesthesiologists
#2) Nursing Competency " of scheduling 58%
#3) Hospital Efficiency outpatient appointments
#4) Hospital Characteristics fer % physicians :GMTlmﬂy ctx;cm of 57%
#5) Clinical Practice Support who ranked
category as medication orders
#6) Commitment to Innovate Technology most important #9 Quick room tumover 49%
in choosing a
#7) Hospital Admin & Decision Making hospital for their
#8) Income Considerations 7% patients #10 High rate of on-time 43%
starts

Physiclan Considerations When Choosing a Hospital

“ Efficient operations are a stand-out concern in Clinical Advisory Board Survey of Physicians

Voting with Their Feet

Hospital Call Policies Physician Call Activity

Stopped 'I:;ki—r;g_- s
Call

Required for
Privileges

50%
40%

Reduced

n = 338 California physicians Frequency of Call

Source: Advisory Board; Californta Medical Association, Center for Medical Policy and Economics, 2001

Hard won or
nonexistent
reimbursement
leaves little
financial
incentives for
physicians to cut
office hours or
impose limits on
personal time to

take ED call. 4

Continue to
Take Call

AR AENEOE D ESE SN EENEREE NI TwTen - - wweaeaeeepeeeyeyeeyeyreea-ll B E R S E G A S A EEEEEREEEER

>

LOOZ/0T/TODNITACOHY AdATD 248



DELIVERING MORE WITH GREATER

EFFICIENCY

Hospital Admissions and Outpatient Visits Growing at U.S.
Community Hospitals The last 10
years has
600,000 - & g 36,000 seen a 3.85
550,000 - 36,000 million
34,000 increase in
500,000 . .
s3000 §  admissions
¥ 450,000 32,000 g and 215
31,000 million

400,000

(a0}
&
i
\d
¥

30,000 mOre
29,000 outpatient
28.000 visits.

350,000

300,000
'92 '93 '94 '9S '96 97 '98 '99 '00 '01 ‘02 ‘03

1_ Qutpatient Visits (in thousands) —g=— Admissions (in thousands) 1

Source: AHA, National Hospital Discharge Survey, National Center for Health Statistics, CDC, cde.gov/nchs

Total number of community hospitals and beds

The numbers 5500 pemmemease 940
of hospitals 5400 TS R o
and beds 4300 900
continue to 5200 880
decline with 3 860 w
about 500 " w0 &
fewer hospitals T ** 520 =
than 15 years 4900 800
ago and 4800 780
110,000 4700 760
fewer beds. 4600 - 740
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
I Number c{Community Hospitals —e— Number of Beds (in thousands) |
Source: American Hospital Association, aha.org
How long are patients staying? -
From 7.8
‘é 40000 E to 4.8
€ _ 20000 o days, the
E23 £z  ALOS
; % g 30000 g3 indicates
£ 52 200 3s e
8 g efficient
8 20000 E care.
1970 1975 1980 1985 1990 2000 2003 5

Source: AHA; National Hospital Discharge Survey, National Center for Health Statistics, CDC, cdc.gov/nchs
L AR E RN RN RERRRRENERRENRERRRERERRRERERRREREDNRERERREBRERERRRRRERRRERRDNDNN,)

>
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DELIVERING MORE BY CONNECTING

AND AUTOMATING

Many hospitals are looking to
IS for homerun solutions:
» To provide better coordinated,
Enterprise Resource Planning Y more accurately recorded care
Software 14% throughout the care continuum,
= To track and improve throughput,
» To improve successes in
revenue cycle management
= To offer better connectivity
to customers and physicians

What did hospitals install, 2002-047?

Electronic Medical Record

Computerized Physician Order
Entry

| 2002 2003 02004

Source: HIMSS Analytics Database survey, himssanalytics.com

Percentage of Capital Budget Spent on IT
Assets

(percentage of respondents selecting each range)

Most spending is focused on
making clinical care more
efficient, convenient and safe ...

Est. Cost of Computerized Physician Order Entryfor a
500-hed Hospital (millions)

10%orlessof 11%1t020% 21%1040% 41%to60%
capital budget

Annual Operating Costs
Perng B Past three years M Currently O Next three years 1

Source: PriceWaterhouseCoopers, Michael H, Krettzer & Assoc, Modern Healthcare 's 2004 Information
Svstmes Survey (Feb 23, 2004 Issue), modernhealthcare.com

One-Time Operating Costs (Project
management, Training, etc)

...and successful results do
require substantial
investment in tools & training.

One-Time Capital Costs (Hardware,
Software, etc)

o))

Source: First Consulting Group, aha.org

\4
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DELIVERING MORE BY UPDATING

OLD FACILITIES

Projected Capital Spending Changes at Hospitals, 2004 For non-T capitnl
projects:
51% hospitals
increasing ER
capacity
Stay Same 50% are
2 increasing OR
Dec;';ase capacity
’ 37% are adding
Increase specialty units
36% are
converting to all-
private rooms
35% are

— increasing bed
Source: Healthcare Financial Management Assoc, Survey of CFOs, pub. March 2004, hfma.org “paclty

CFO Response to : Qur hospital's infrastructure is
deteriorating faster than we can make capital improvements

Despite
spending,
most still
struggle
to keep up
with
capital
needs...

Neutral
24%

Source: Healtheare Fi ial M 4 iation Survey of CFOs published March 2004 (hfma.ory)
Note — Percentages do not add up due to rounding.

Percent of Hospitals with Negative Margins in 2003

60%
...amid
36% .
20% challenglpg
financial
outlooks.
7
Patient Care Margin ’ Operating Margin ' Total Margin

Source: American Hospital Association,

v

e aha.org
| E AR R R RERERRRRRRERRRSRRRRERERERRRRRRRERERAERERRERERRERRRRRRRRDN N
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DELIVERING MORE THROUGH

CLINICAL ADVANCES

*»» Cancer

= Molecular medicine, gene therapy, fiber-optic light
treatment. Advances in cancer care make access to
trials and good protocols more and more desirable.

» Heart

*  While the use of drug-eluding stents grows, the need
for surgical back-up for successful interventional
programs remains. Atrial Fibrillation Surgical Ablation
therapy is the next treatment hospitals are exploring.

Surgery
= Surgery robots? They are already available. As with

new technology in many industries, what is currently
available is not ideal and still cost prohibitive.

Orthopaedics

= Spine continues to be an important area of
investment. Some new technologies such as artificial
discs and growth factors are not yet profitable
investments for hospitals.

< ED
* More hospitals are recognizing the ED’s role in
crafting the hospital’s image as the number of ED
visits far outnumbers patient admissions. Many

hospitals have been implementing concentrated ED
service efforts.

Advances in Patient Safety

» Electronic Health Records, Bar coding, Smart IV
Pumps and Computerized Physician Order Entry are
all technologies which will improve patient safety.

0.0

’0

X

8

.........--....-..........................................|>

LOOZ/0T/TODNITACOHY AdATD 248



WHO WILL BE ABLE TO PICK UP THE

GROWING TAB?

Total Medicare Spending, 1966-2005

| | | | i I 1 T T | | P T s T — =

'66 '70 '75 '80 '85 '90 '91 '92 '93 '94 '95 '96 '97 '98 '99 '00 '01 '02 '03 '04 '05

[—n lﬁllions—l

Source: Centers for Medicaid & Medicare, cms.gov

Medicare Profit Margins

Possibly the
Federal
taxpayers...
@ Medicare Inpatient Margins @ Owerall Medicare Margins ’
Source: Medicare Payment Advisory Commission, medpac.gov
| ...possibly the State taxpayers... “
Total Medicaid Spending, 1966-2005
450 - , N 319.2
300 S e T el e e S e V) 269.2 -
186.8
DO <o emsere et e gt _fi/—f e
150 - O 932 121.6 e —
100 - o e e gy e R
4079
50 4B A _’/—— -
0 _-* 1 ] 1 T 1 T R — | 1 ]

'91 '92 '93 '94 '95 '96 '97 '98 '99 '00 '01 '02 '03 '04 '05

[_“ in billions

‘66 '70 '75 '80 '85 '90

Source: Centers for Medicaid & Medicare, cms.gov
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WHO WILL BE ABLE TO PICK UP THE

GROWING TAB?

“ ...maybe the local taxpayers... “

Uncompensated Care at Hospitals Nationally, 1994-

2003
30 - $ in billions 24.9
25 ... : : o - 296245 223 .
0. 168 1725 18 185 1 —
([

Asa % of total expenses
O I I I I 1 1 1 I
'94 ‘95 ‘96 '97 ‘08 '99 ‘00 '01 '02 '03

Source: American Hospital Association, aha.org

America's Uninsured ...definitely

(number and percentage of population lacking health insurance) not the

uninsured.

46 16.3 17

Lo 3
25 4 8
£ = &
S = 40 Q
Z E o
~ 38 o

[9+]
D

1998 1999 2000 2001 2002 2003

mmm Americans without insurance (millions)
- Percentage of Americans without insurance

Source: US Census Bureau, census.gov

Most likely, health insurance consumers and
healthcare providers will take more hits.

10

\ 4
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HOW ARE CONSUMERS WARDING OFF

ESCALATING COSTS?

16.0%
b 14.0%
12.0%
10.0%

8.0%

6.0%

1999 2000 2001 2002 2003 2004 2005

L- Awe. cost per émployee —e—Ave, Increase (%) ’

* Projected; Source: Hewitt Associates, hewitt.com

% Cost shifting: Employers are deferring more costs to
employees
*» Employee Contribution is up 126% over the last 5 years vs.
76% for employers..

% Employee Health Management: Offering, even
incentivizing healthy lifestyles

» Provider Choice Incentivization: Employers offer
incentives for employees choosing certain providers

+»» Consumer-driven Plans on the rise:

= Compared with around 400,000 in September of last year,
1,031,000 people are covered by Health Spending Accounts
as of March 2005. H.S.A.s have not yet taken off in NM.2

» Individual Insurance: Of the 556,000 individuals with
H.S.A''s, 37% were previously uninsured.

L)

» Dropping coverage: 5 million additional Americans went
without health insurance between 2000 and 2003.s 11

Sources: 1) Hewitt Associates; 2) AHIP Center for Policy Research; 3)US Census Bureau.

L)
EIEN S ESE SN E S E S ENE NS E SN EEE G EE A E N NN NS EE N EEEGAENAENENEENENSEANRNEEEAEEEEEEENEEEER
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QUALITY INCENTIVIZATION &

REGULATORY ENVIRONMENT

Quality Approaches by payers

will be more focused on
incentivizing quality in the
coming years.

QUALITY
IMPROVEMENT

i el il
“Pay” for Performance

Source: American Hospital Association, aha.org

Suiviry & Corfication

" Complex, cumbersome and confusing healthcare regulation continues.

R : Courts
Conters for Redioare - - ‘ Attoeneys Georsal
& Muediemd Serviee ' Mrdicard
: Health Boards
Mudecsl Boards
Loc al Govermpsents
Licunsuee

- N
HOSPITALS Sy |

NS ——

(A RN RN RN NENNENN NN N NN NEN NN NFNFNRR RN NN BN YNNN NN N NN NN NENNE NN

N L N N Ty Y 2 R R R R R R AR ARRRERERERRRAERR RN
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NEW MEXICO DEMOGRAPHICS

New Mexico Counties
Population, Popu!ation Change, Median Income, Median Agew )

’ “

*Median Income for Bemalillo County is for
the Albuguerque MSA which includes
Sandoval, Valencia, Torrance and Bernalillo
Counties
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NEW MEXICO INSURANCE

ENVIRONMENT

Health Insurance coverage rates among
employers, segmented by # of employees

New Mexicans
employed in
industries without
much health

‘ insurance:
2t05 6to10 11t0o20 21 Construction -
Employees Employees Employees Employees 54,300
or more Retail Trade- 94,000
Agriculture- 24,000

O Yes, Insurance Offered (N=794) D No, Insurance Not Offered (N=542‘|

Source: Insure New Mexico Council Report to Governor Bill Richardson, 2004

Health Insurance coverage rates among employers, segmented by Industry Category

100%-’91%

Mining Real Est/Fin Mfg Wholesale Pro Svcs Trans & Util Construction Retail Agri/For/Fish
Trade

|u Yes, Insurance Offered (N=794) O No, Insurance Not Offered (N=542|

a
Source: Insure New Mexico Council Report to Governor Bill Richardson, 2004 .
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ST. VINCENT REGIONAL MEDICAL CENTER
COMMUNITY BOARD OF DIRECTORS

Kathy Armijo-Etre
Francis C’de Baca
David Delgado

Frank DiLuzio *
Jamie Gagan, MD
David Gunderson, MD
Ernestine Lawrence™*
Michael Palestine, MD
Patrick Quinn, MD

Al Robeson

Rosemary Romero
Craig Smith

Jack Smith

Gene Valdes*

Alex Valdez

Cliff Vernick, MD
Karen Wells, RN

Bill Zeckendorf

Jack Zwemer, MD

*County request for nomination
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SFC CLERK RECORDINGO1/710/,2007

STVINCENT

RECIONAL (4t a %N&Shm v et

Numaer oF HOSPRAL ADMISSIONS: ... .~12,800
Bapies DEUVERED: .. .. .~ 1,600
_ EMERGENCY DEPARTMENT VISITS: ... . . ......~52,000

NUMBER OF SURGERIES: ... . . e 9,500

268 LICENSED BEDS

ST. YINCENT REGIONA: MEDIcAL CENTER

Regional Medical Center Mission Statement

NUMBER OF EMPLOYEES: ... ... . IS X~ T
i
EMAOYEE PAROW AND Beners [Aiany):. ... ceenneen.~ $88,000,000

Financazs (FY2005): . 1
weereene. $1B8.4 MuLION

NEARLY 250 STAFF PHYSICIANS REPRESENTING 24 MEDICAL SPECIALTIES

THE MAJOR REGIONAL MEDICAL CENTER FOR A 19,000 SQUARE-MILE AREA COVERING SEVEN COUNTIES
LARGEST HOSPITAL FACILITY NORTH OF ALBUQUERGUE, NEW MEXICO AND SOUTH OF PuesLo, ColorADO
CLASSIFIED AS A SOtE COMMUNITY PROVIDER BY THE CENTERS FOR MEDICARE AND MEDICAID SERVICES (CMS)
ACCREDITED BY THE JOINT COMMISSION ON THE ACCREDITATION OF HEALTHCARE ORGANIZATIONS {[JCAHO}

THE ONLY LEvEL II] TRAUMA CENTER IN NORTHERN NEW Mexico

Community Involvement

Each year, St. Vincent Regional Medical center invests nearly $1% million in a variety of

sponsorships, ity health educati ity-based clinical services,
and health care support services. This includ ity directed donati
This i and ol are a direct to our to bettering

ourselves and the community around us.

BELOW ARE JUSF A FEW OF THE MANY IMPORTANT PROGRAMS AND
ACTIVITIES SUPPORTED BY ST. VINCENT.

wATDS Walk R

= American Cancer Society Relay for Life

= Annual St. Vincent Free Flu Shot Clinic

= Arroyo Chamiso Pediatric Center Patient Appreciation Day
= Big Brothers Big Sisters




= Boy Scouts of America

= Breast Cancer Screening Clinic

» Breast & Cervical Cancer Grant
» Buckaroo Ball Corporate Sponsor
= Care Connection Open House

SFC CLERK RECORDINGO1,710,/2007

» Community Health Day, San Hdefonso Pueblo

= Health Forums & Fairs a1 Tesuque Pueblo
= Chamber of Commerce

» “Christmas for Kids” Coat Drive

= DeVargas Women's Health Fair

» Domestic Violence

u Forum at St. Francis Cathedral

= Government & Corporate Employee Health Fairs

= Health & Safety Extravaganza

= Health Forum at Our Lady of Guadalupe Parish, Pojoaque
» Health Forums at Santa Maria de la Paz Catholic Community

» Kids’ Health & Safety Safari
= Kids’ Bike Safety Rodeos

= “Let’s Dance” Collaboration with Santa Fe Community

St. Vincent Regional Medical Center Kicks Off 2006
on Strongest Note Yet

I would like to extend my heartfelt
appreciation for your continued suppert
of Si. Vincent Regional Medical Center.
St. Vincent Regional Medical Center began
2006 on one of the strongest notes of its
140-year history. This solid beginning can be

ibuted directly to the care our
physicians and clinical staff provide to our
patients on a daily basis. Our physicians and
clinical teams zre contibuously called upon to
tise above their everyday duties to perferm
during both routine and crisis situati

Using this solid feundation of suppert,
St. Vincent will continue io plan and imple-
ment new programs as we woik to anticipate
the needs of our commumity. We will also
strive to protect St. Vincent as a community
treasure. This will remain our goal as we
work to maintain our status as an effective
and viable health provider during these
challenging times. Our eagire community is
affected by our successes as well as by the

hall that atise. ic planni

Their dedication does not waver, regardless
of what they are facing. St. Vincenl is
honored by their commitment and we are
grateful for their flexibility and willingness io
respond to the needs of the Northern New
Mexico community. Our physicians willingly
accept on-call duty so that St. Vincent is
atways staffed as comprehensively as possible
and able to meel the healthcare needs of all.

allows for forward thinking. As you are all
aware, St. Vincent Regional Medical Center
isad ic and evolving ization that
will always continue to explore opportunities
to strengthen its ability to further improve the
care and services we provide to members of
our community. We want 10 be the hospital
of choice for al! resideats.

» PARA Transit/Senior Medica Transport
» PMS Healthy Tomorrows Van
» PMS Mobile Health Fair Van

= Pojoaque Primary Care Free Flu Shot Clinic

= Prostate Cancer Screening Clinic

= Pojoaque Pueblo Butterfly Run

» Santa Fe Century Bike Ride

= Santa Fe Children’s Museum

= Santa Fe Rape Crisis Center

= Special Olympics

= Trauma & Safety Awareness Programs
= United Way

= Women’s Heart Health Day at St. Vincent

» Wood Gormley Elementary Fun Run
= Workforce Health Initiative
And many more

For a full list and other information on St. Vincent Ce

ity Benefit and Outreach

please see the articles in this publication on Sunday, April 23rd.

‘We are continsing our efforis for the
planned Emergency Department Expansion,
which we are confident will increase the
already high level of quality care our dedicat-
ed nurses, doctors and support staff provide
on a daily basis. As many of you have seen in
the past few weeks, in addition to the daily
emergency cases they treat, our Emergency
Department staff has been called on to handle
at least two mass czsualty situations. In both
cases, they responded admirably. New

for ws. We understand the associated
challenges and we continue to develop
programs to address these chalienges. Our
current workforee of more than 1,600 staff and
250 physicians is our greatest asset. Without
our employees and physicians we are nothing
more than bricks and mortar, and it is they
who have made S1. Vincent the caring and
compassionate organization it is today.

We will continue to work hard to make a
positive and lasting difference in the lives of

physicians to St. Vincent pared the
experience of working in cur Emergency
Department with that of the best of major,
big-city emergency rooms.

Recruitment and retention of qualified
nurses and staff, and positive relationships
with physicians continue to remain priorities

our

ALEX VaLpEZ, CEO

g



SFC CLERK RECORDINGO1/10/2007

S$T. VINCENT REGIONAL MEDICAL CENTER

SLVINCENT
REGIGNAL

MEDICAL CENTER

Uncompensated/Uninsured Care

St. Vincent provides care to patients who have no insurance and limited or no means to pay
" for their care. This includes patients who meet each pasticipating county’s respective
indigent criteria regarding ability 1o pay, patients who meet the hospital’s charity criteria
(which inchudes any patient who eams from 0 % to 200 % of the Federal poverty level for their
family size), and certain other uninsured patients. This Bigure represents the cost of providing
care over and above what the hospital is reimbursed from patients or govemmeni and
allocation of amounts received through the SCPF (Sole Community Provider Fund).

U P Cost of
St. Vincent provides care to beneficiasies covered by Stale Medicaid, including services
provided under the traditional State program and services provided through approved
Managed Care Organizations {MCOs) under the “SALUD” progeam. This figure represents
the costs of providing these services over and above what St. Vincent is reimbursed from
2 funding or care organizati imby and allocation of amounts
from the SCPF.

Non-Billed Services
These are services that St. Vincent provided or funded others to provide to improve commumity
health that extends beyond its patient care activities. The amousts shown below represent the net
cost to SVRMC to §<§c~§g§§§nﬁm§~§ﬂguﬂn«=ﬂ¢ 30, 2005.
Expenses have been reduced by any fees, grants, o other external financial support received.

Community Health Services
This category includes ity health ed ity-based clinical services, and
health care support services. The following activities were conducted in this area:
= American Cancer Society
 Care Connection Open House
« Community Health Fairs
= Domestic Violence Ad Sponsor (First Lady Project)
= Health & Safety Extravaganza
« Kids’ Health & Safety Safari
= Government and Corporate Employee Health Fairs
= Pojoaque Pueblo Butterfly Run Spoasorship
= San lidefonso Health Fair
= Tesugue Pueblo Heart Forum
» Weliness Center Health Fair
= Women’s Health Day at St. Vincent

This category includes cash and in-kind donations to support health care and community
initiatives. The following activities were conducted in this area:

» ADELANTE Dinner (Food Donation)

« AIDS Walk

= Boy Scout’s of America

= Buckaroo Ball

= Comnerstones

= Gerard’s House

«March of Dimes Nurse of the Year

= NM Hospitals & Health Systems Auxiliary

= NM Pediatrics Society

= Presbyterian Medical Services “Celebrations of the Heart”

= Quality NM Conference

= Santa Fe Boys & Girls Club

= Santa Fe Children’s Museum

= Santa Fe Rape Crisis Center

« United Way

= UNM Health Sciences Center Community Partnership Awards
= UNM School of Nursing Nightingale Award

= Provide No-Cost Meeting Space to Not-For-Profit Organizations

Community-Building Activities LT EE R TP, 1.5 ¢ 1
This category includes support for the development of community health programs and
parmerships. The following activities were conducted in this area:

» Christmas for Kids Program (Adopt-a-School Efforts)
= Statewide Association of Health Care Recruiters
« Health Policy Commission*
= Career Fairs - Health Care Opportunities
= Job Shadowing Opportunities in Health Care
*Mentoring New Santa Fe Community College Nursing Students
= Coordination of Health & Human Services*
Heaith Program Softw




" = Wood Gormley Elementary Fun Run
» Breast Cancer Screening Clinic
+ County Health Days*
» Flu Shot Clinic*
= Pojoaque Primary Care Flu Clinics
» Prostate Cancer Screening Clinic
» Sangre de Cristo Grant (Substance Abuse)}
» Vascular Screenings
« Breast & Cervical Cancer Grant
+PARA Tr Medical Transp
» PMS Healthy Tomorrows Van*

This category includes providing clinical settings, ips, i hips, and resid
for physicians, mmses, and other health professionals. The ing activities were

in this area:

= Medical Students

= Medical Residency Program

= Santa Fe Community College Nurse Scholarships

« S¥H Foundation Nurse Scholarships

« Quality New Mexico

« Community College Affiliations-Nursing Student Clinical Rotations
« X-Ray Technologist Traming

« Health Information Technician Clinical Rotation in Medical Records

Subsidized Health Services. ........ouvueiiieriiiienneeiiaiiaiiieenin, $1,396,774
This category includes costs for billed and unbilled health services provided by extemal
providers that are subsidized by SYRMC. The ing activities were conducted in this area:
» On-Call Physician Funding®
= Staffing of EMS Stations*

» Emergency Department Physician Subsidy for Trauma Care
= Support to Physicians for Emergency Call Coverage
« Indigent Pharmacy*

» La Familia OBGYN*

« Medical Care for Residents in Costody*

= Mobile Health Care Unit*

= PMS Crisis Response*

= Project ANN (Vision & Dentaly*

= Su Vida*

= La Familia Diabetes & Perinatal Care*

» Maternal Child Health Copamunity Infant Project*

« Doula Program

= Santa Fe Care Connection®
« Skilled Nursing Beds*
Physician Recrui & Rel

* Funded through MOA with Santa Fe County
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TOTAL QUANTIFIED COMMUNITY BENEFITS ..........coocvnuaanns $5,231,424

OTHER COMMUNITY BENEFIT INFORMATION:

‘Unpaid Cost of Medicare Program Care .. .......cooeevniiiniiacnrirenss $8,478,030
As a Sole Community Provider, SYRMC provides care to beneficiaries covered by the
Medicare program. These patients comprise over 1/3 of the care provided by the hospital
and at rates less than cost. This figure represents the costs of providing these services after
deducting all reimbursements received from the program and payments received directly
from patients.

ECONOMIC IMPACT:
Employment
St. Vincent is the largest psivate employer in Santa Fe County with approximately 1,600
employees. Payments of wages and salaries 10 empl generate an dditionat
infusion of funds into the focal economy as a lasge portion is spent directly in the community.
These funds, in torn, generate additional ocal ing by i i and
stimulate Jocal employment.

St. Vincent expended $79.7 million in gross salaries, wages, and benefits to its employees for
the fiscal year ended June 30, 2005.

Local Vendors

St. Vincent positively impacts the ocal economy through a substantial ameunt of direct
purchases from area vendors. In the fiscal year ended June 30, 2005 SVRMC made

i $26.1 million in purchases from New Mexico vendors.

Some Facts about '
St. Vincent

= 268 licensed beds

=250 staff physicians representing 32 medical
specialties

= Between 52,000 and 60,000 Emergency patients
treated annually by board-certified emergency
physicians

« Moze than 5,500 outpatient surgeries annuaiiy

= The mijcr regional medical center for a
19,000 squarc-mile area

«Largest hospital facility north of Albuquergue,
New Mexico and south of Puebio, Colorado

= Classified as a Sole Community Provider
by the Centers for Medicare and Medicaid
Services (“CMS™)

ited by the Joint Ci ission on the
itation of I O izath

(*JCAHO™)




P ELL Atflanta . Washington

GO LD ST E I N LLP RESIDENT IN WASHINGTON OFFICE

DIRECT DIAL: (202) 624-7215
CLUBAND(@POGOLAW.COM

Date: June 6, 2006
MEMORANDUM

To: Alex Valdez, St. Vincent Hospital

From: Larry Gage
Charlie Luband

Re: Intergovernmental Transfers by St. Vincent Hospital

ST. VINCENT HOSPITAL CAN MAKE INTERGOVERNMEMNTAL TRANSFERS TO THE STATE TO
FINANCE THE NON-FEDERAL SHARE OF MEDICAID SINCE IT IS A PUBLIC GOYERNMENTAL
ENTITY

St. Vincent Hospital can be considered a public governmental entity for Medicaid
purposes, and should therefore be permitted to transfer funds to the State or County to
finance the non-federal share of Medicaid payment in accordance with federal law.

According to the federal Medicaid regulations, a public entity, including a state or other
governmental provider, may transfer funds to comprise, in part or whole, the non-federal share of
Medicaid payments.'

For a governmental health care provider to be a “public entity” and able to make a protected
intergovernmental transfer (IGT), it must either have direct taxing authority or the ability to
access tax revenues in the absence of a contractual arrangement with the state or local
government.’

SVH has access to state or local tax revenues, and therefore it can be considered a
governmental healthcare provider eligible to make a protected IGT.

e SVH is exempt from the New Mexico Constitutional prohibition on appropriations for
charitable purposes since it is one of a number of enumerated hospitals to which
appropriations were made legitimate by the legislature of 1909.>

o The result of the exemption is that SVH has access to state tax revenues even in the
absence of a contractual arrangement permitting such access.

42 CF.R. §433.51.

21 etter from Mark McClellan, CMS Administrator, to Senator Charles Grassley, Chairman, Senate Finance
Committee, April 28, 2004, at page 2.

*N.M. Const. Art. IV, §31.
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STVINCENT
REGI®NAL

MEDICAL CENTER

Strategic Plan
2005-2010

l.ll.'ll'.II'.III.III.III.III.I.IIIIIIIII...I.IH‘..‘I.-ll..““.ll‘......."..

ST. VINCENT SERVICE AREA

“»Primary Service Area of SVRMC Santa Fe County

+8econdary Service Area: Rio Arriba and San Miguel, Colfax, Mora, Taos,
Los Alamos Counties.

< Five other general acute-care facilities in service area. These facilities are
located in Espanola, Las Vegas, Los Alamos, Raton and Taos.

+ SVRMC is the most comprehensive provider in the service area.

(A R PR TN R R R R R ER R R R RN RPN EIEIETNTN]]
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SERVICE AREA POPULATION

Santa Fe County Population

2000 20056 2010 2016 2020

15T VAR T S

“Santa Fe County’s population to increase 10.1% in next five years.
«»Secondary Service Area populations will go up 5.5%.
+Combined service area to grow about 1.6% per year.

S8A Countlea Combinad Population
200
160 -
100 —-

50

2000 20085 2010 2018 2020

Source:  UNM BBER New Mexica County Population Projections April 2004 based on US Censua 2000 and other fectors
IIIIIIIIIIIIIIIIIIIIIIII..ll..lIII.l--.llll'.l..lﬂl.l'.'l'.'l.'--"-'..'..-'-.

PLANNING INVOLVEMENT

Planning sources and stakeholders:
+» Multiple stakeholder SWOT analyses and individual interviews:

+ Employees, Management,Community, Physicians, Hospital &
Foundation Board interviews, Government, L.ocal Healthcare
Partners, Regional Healthcare Partners

% Industry research & knowledge
% Internally-generated data
< National best practices and related benchmarks
% Quantitative satisfaction research studies
= Patient, employee, physician
+ National, state and local health policy trends
< National, state and local socioeconomic trends

rlII-Il.llIIIIl-Ill'Ill-I-lIIIIIIIIIIIIIIIIIIIIII-IQI
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MISSION, VISION, & GOALS

« Mission:
= The Board reaffirmed our Mission to remain not-for-profit and to
remain independently owned. Our mission statement becomes:
We are a collaborative, community-based and non-profit medical
centar that improves lives by providing health care to communities
across northem New Mexico.

% Vision:
= We believe the achievement of our goals will attain the vision of St.
Vincent — To be the medical center of choice for patients and their
farnilies.

% Goals: Last year, the organization developed six goals intended to
change relatively infrequently.

1. Create a Culture of Service

Earn the Support of patients and the community
Ensure Clinical Excellence

Run the Organization well

Develop Committed, Empowered Employees

6. Build Positive Physician Relationships

orON

I.Illllllll.llllll-llIIII'IIlIIIIIIIIlllllllllllll....l.ll‘.I.II'II-.I.I.'.'I.

5 YEAR STRATEGIES & OBJECTIVES

1. Create a Culture of Service

< St. Vincent will achieve a 95" percentile ranking in 2010 by
continuing on the service journey already begun.

Press Ganey Service Level Requirements 2005 to 2010:

Press Ganey Objective

5t

#l

Apr05  May-05  Jun05 FY06 FYQ7 FYos FY09 FY10

Raw Score

1|l|mm|||l Inpatient wumm ED 75th Percentile —=95th Percentile

?lllllI-lIIIIlllIlllll..ll'lllIIII..IIIIIIIIIIIII..-I

v
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5 YEAR STRATEGIES & OBJECTIVES

2. Earn the support of patients and the community

A. St. Vincent Foundation will supplement operating income and other
financing arrangements to fund the Hospital's Strategic Plan.
Projected total: $12.7 million — this includes Fundraising, grant
writing and government funding.

B. St. Vincent will surpass projections for attracting patients to key
service areas.

* Heart & Vascular Center: 1,814 total patient ancounters per year by
2010.

Cancer Center: 1,710 by 2010

Emergency Department: 50,339 by 2010

Surgery Services: 4,626 by 2010

Spine Center: 260 by 2010

Wound Care Center: 2,900 by 2010

C. We will earn positive perception and satisfaction scores from
residents of the rapidly growing southern part of the city of Santa
Fe.

IIIIIIIIlIIIIIIIIIIIlIIIIII-..III-.'IIII"III...II..I.IQIIIllllllllllll.lll'l.

5 YEAR STRATEGIES & OBJECTIVES

3. Ensure Clinical Excellence

A. Improve level of care transitions and physician satisfaction, and
decrease medical errors through an investment in informatics.

= 5-Year Requirements;

Electronic Medical Record, Electronic Heslth Record, Better utilized customar
relationship management applications (for patient and physician), Continuaily
review emerging technology, Computerized Physician Order Entry, Barcoding

B. Achieve top quartile in key clinical quality measures through
continued focus on clinical performance improvement,
measurement and reporting

C. Ensure statewide trauma system changes to make our program
financially viable by taking lead role in system development.

D. Achieve Malcolm-Baldridge level quality through the application
and follow-up suggestions offered by Quality NM.
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5 YEAR STRATEGIES & OBJECTIVES

4. Run the organization well

A. Improve throughput and operations utilizing focused, aggressive
project management and best practices.

B. Increase capacity by implementing the five year facilities plan in
accordance with the strategic plan.

C. Achieve national benchmarks in productivity.

D. Manage the operation using a service line model through
appropriate oversight, resources/support, leveraging of low debt,
measurement and reporting.

E. Continually scan the horizon for new services and emerging
technology.

lllllllllllIllllll-hl--.----qu.l.ul'.llll.lllllllllIIIIllllllllllllllllllﬂ'l.

5 YEAR STRATEGIES & OBJECTIVES

5. Develop Committed, Empowered Employees

A. Ensure labor force supports organization goals and objectives
through employee-led delivery system change.

B. Hire highly qualified employees from a waiting list of
applicants.

C. Educate employees based on individual competency
assessments using regionally available education.

AL R LA LRI R R R R R TR LR R R TR RSN
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5 YEAR STRATEGIES & OBJECTIVES

6. Develop Positive Physician Relationships

. Develop joint ventures and other business relationships with
physicians to strengthen our common destiny.

. Increase physician integration and satisfaction with information
systems and technology.

. Grow the physician practices as needed.

. Establish a self-sustaining Management Services Organization
which will enhance physician loyalty.

. Secure state/federal economic support for ED call.

oo W >

m
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Application Template for

Health Insurance Flexibility-and Accountability (HIFA) §1115 lemonstratlon 1

Proposal

The State of New Mexico Department of Human Services proposes a section 1115
demonstration entitled New Mexico State Coverage Initiative (New Mexico SCI), which will
increase the number of individuals with health insurance coverage.

I. GENERAL D ESCRIPTION OF PROGRAM

New Mexico SCI, which is scheduled to begin February 2003, will provide health insurance
coverage to up to an additional 40,000 residents of the State of New Mexicowith incomes at or
below 200 percent of the Federal poverty level. The increased coverage will be funded by
employer, employee, and individual premium sharing, state, local, and federal funds.

New Mexico proposes two funding mechanisms for its waiver. At the conclusion of the
demonstration period, New Mexico will be using unspent SCHIP funds to cover approximately
11,000 single or childless uninsured adults and will be covering approximately 29,000

parents through regular Medicaid matching funds. In the first year of the waiver, the state
will fund 7,500 single or childless uninsured adults and 7,500 parents from SCHIP funds.

The proposal is SCHIP allotment neutral and budget neutral,

In addition to this waiver proposal, New Mexico may subsequently propose to reallocate
resources for the existing Medicaid program in New Mexico to shift from Medicaid benefits to
the SCI benefit package for certain Medicaid enrollees. Any subsequent submission of
amendments to this waiver will be based on recommendations from an interim Medicaid
Reform Committee established by SB 379 of the 2002 Legislature and signed by the Governor.
New Mexico is also continuing to develop alternative strategies for parttime, intermittent,
temporary, and seasonal workers, the unemployed, retirees under age 65, and selfemployed
individuals,

Benefits

The benefits under NM SCI are structured to be similar to basic commercial benefit packages
in New Mexico and the project is structured to meet the needs of the target population. A
standardized benefit package will be established by the state and managed care organizations
will be allowed to respond to an RFP to provide that benefit package. The benefit package was
structured based on results of focus group meetings, experience with a managed care program
Jor the uninsured at the University of New Mexico Health Sciences Center, and extensive
discussions of a Design Work Group.
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Benefit Cost

New Mexico contracted with the Lewin Group to do preliminary actuarial analysis. Various
design changes were made after that preliminary work and subsequent actuarial work was
done by the actuary staff of three managed care organizations in New Mexico. This
subsequent actuarial work resulted in a target average per member per month total cost of
$210, based on the demographics of the target population which were determined through a
household survey by the New Mexico Health Policy Commission.

Target Markets and Enrollment

The waiver is targeted to adults up to 200 percent FPL, particularly employed adults. The
plan will be marketed to employers and employees directly by the MCOs which may also utilize
enrollment brokers. These MCOs already have established relationships with employers
through their commercial product lines. MCOs will be required to inform eligible individuals
of the availability of the SCI program. '

Various outreach and media strategies are being designed for employers, employees, as well as
non-employed individuals to ensure that all eligible New Mexicans will be aware of the
availability of the product .

Marketing will be especially targeted to employers not currently offering insurance as well as
to employers who offer insurance but whose employees cannot afford the required premium
sharing. In addition, the program will be targeted to parents of Medicaid and SCHIP children
through innovative data matches with Medicaid and SCHIP databases as well as income tax
databases.

Non-employed individuals will also be eligible for the program, but will be required to pay the
equivalent of the "employer” and "employee"” premium sharing. No medical underwriting is
proposed for the program.

Standardized Benefits and Plans

Benefits, premium sharing, and copayments will be the same, regardless of the MCO that the
individual selects; competition will be based on service and delivery systems. While a defined
contribution concept was considered, the standardized benefit package approach was selected
Jor several reasons and was based on feedback from various focus groups as well as
experiences of other states with traditional ESI approaches and will result in:

Administrative simplicity for employers

Administrative simplicity for the state

Assurance of a benchmark benefit package to meet needs of the target population
Potential for a significant new market for coverage

Increased ability to track take-up and effect on commercial marker

MCOs may choose to develop a nonsubsidized SCI product that they can market to
employers—this would help expand the overall coverage in the market.

L I B BRI
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Allotment Neutrality and Budget Neutrality

The enrollment for single/childless adults will be capped based on availability of SCHIP funds
and will be allotment neutral. Any remaining unused SCHIP allotment will ke used to fund
the expansion of parents until the SCHIP funding is exhausted at which time parents will be
covered under Title XIX. The SCHIP calculations submitted with this waiver are based on the
scheduled loss of 1998, 1999, and 2000 SCHIP funds and the anticipated loss of a portion of
the 2001 SCHIP funds. If there is congressional action to extend availability of these funds
for New Mexico or to redistribute unused funds, the state would utilize all additional available
SCHIP funds for the SCI coverage expansion for parents between 37% and 200% of FPL.

To the extent SCHIP allotment is not available, the parent population under 200 percent of
the federal poverty level will be covered under Title XIX. Since this population could be
covered under a state plan with a more extensive benefit package and without the employer
and participant premium contributions, a budget neutrality demonstration is not required
during the waiver period. Nevertheless, New Mexico has provided selected historical data
required in the template. (See attached worksheet.)

Schedule

The waiver is scheduled for implementation in February 2003. If the Medicaid Reform
Committee recommends changes in the existing Medicaid program that could result in
expansion of this waiver to addtional populations, an amendment to this waiver proposal will
be submitted at that time.

The SCI Process

New Mexico convened a broad-based coalition of providers, advocates, business groups, local
governments, and state agencies approximately three years ago to work on the issue of the
uninsured adult population, increase awareness of the problem with the business community,
and to build consensus on solutions. That coalition expanded and developed over the next
two years and resulted in application to the Robert Wood Johnson Foundation for a State
Coverage Initiatives planning grant which was awarded in April 2001. Through the planning
grant, the strategy reflected in this Phase I application was developed.

The process of developing the strategy was broadbased and inclusive. A Steering Committee
was formed comprised of providers, advocates, MCOs, business groups, state agencies, and
other stakeholders. Membership on the Steeving Committee was extended to any interested
person and there are over % individuals and groups represented on it. In addition, five work
groups were established, each comprised of a crosssection of individuals, in the following
areas:

Design

Operations

Finance
Marketing/Outreach

=D D T
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? Safety Net

These work groups have been meeding since June 2001 and are ongoing. The
recommendations of the Work Groups formed the basis of the development of this waiver

application.

Also during the period of June 2001-November 2001, the SCI team appeared at least monthly
before the Legislative Health Subcommittee, an interim study committee of the legislature.

This provided significant opportunity for legislative and public input. In addition to these
public meetings, SCI conducted a series of regional focus groups with New Mexico businesses
and a consumer focus group. Input from these focus groups was extremely useful in
designing the features of this waiver.

The Robert Wood Johnson Foundation awarded New Mexico a SCI implementation grant in
October 2002 that will provide additional resources to the state over the next three years to
implement this SCI plan. New Mexico has been nationally recognized by SCI for its
innovative approach to an employer-based system.

The SCI Steering Committee and Work Groups continue to meet regularly to develop
implementation details. The Operations Work Group is developing the required public input
process required of HSD programs. The Marketing/Qutreach Work Group will develop a plan
Jor educating and informing employers, employees, and the general pubkc about the program.

Crowd Out Features
The waiver has a number of crowd out features:

? Individuals will not be eligible for SCI coverage unless they have been without insurance
Sfor at least 6 months.

?  Direct marketing by MCOs will provide an incentive for MCOs to first market their
commercial plans then market SCI as.a supplemental plan for low income employees that
do not "take-up" the commercial plans.

?  The basic benefit design was carefully crafted to be somewhat less than most commercial
plans so that employers currently providing coverage would not tend to shift to SCI

coverage.
=

II. Definitions

Income: In the context of the HIFA demonstration, income limits for coverage expansions are
expressed in terms of gross income, excluding sources of income that cannot be counted
pursuant to other statutes (such as Agent Orange payments.)

Mandatory Populations: Refers to those eligibility groups that a State must cover in its
Medicaid State Plan, as specified in Section 1902(a)(10) and described at £ CFR Part 435,
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