ANNE ARUNDEL MEDICAL CENTER
CERTIFICATE OF NEED APPLICATION

Johns Hopkins Cardiac Surgery at Anne Arundel Medical Center

FEBRUARY 20, 2015



Table of Contents

PART | — PROJECT IDENTIFICATION AND GENERAL INFORMATION ...c.cutuiteiintieereeiesieieiereeeeeneene e 4

Comprehensive ProjeCt DESCIIPLION ...ttt ee 12

PART ] — PROJECT BUDGET .....utitieiieieteseete ettt ettt ettt esa st eneesaensensesseenee e e 25
PART Il — APPLICANT HISTORY, STATEMENT OF RESPONSIBILITY, AUTHORIZATION AND RELEASE

OF INFORMATION, AND SIGNATURE ....c.c.tteteuiuiiettenesireeteteses et sesenessesesesesessesesenessssesesessnsesesesensssesenes 26

PART IV — CONSISTENCY WITH GENERAL REVIEW CRITERIA AT COMAR 10.24.01.08G(3) ......... 31

10.24.01.08G(3)(a). State Health Plan SErVICES.......ccccvvveirieerieieeeeee e 31

COMAR 10.20.10 — Acute HOSPItal SENVICES ......c.oviveiieiiieieeieeeee ettt e 31

04 SEBNUAITS ...ttt ekt b sttt n et e enes 32

A, GENEral SEANAAITS........oveeeieiiietee ettt 32

(1) Information Regarding Charges...........ccoeoeiiriireieeeeeeee e 33

(2)  Charity Car@POlICY.....c.ooeuiieeieieceee ettt 34

(B) QUALY OF CAIE.......cuieeeeeeeeee ettt bbbt 36

B. Project ReVIEW SEaNAardS..........ccccoiieiiieiiieeieeeeee et 38

(1)  GeographiC ACCESSIDIITY .....covveeieiiieiieeee e 39

(2)  Identification of Bed Need and Addition of Beds............cccoieiriiriicieicnciceeen 40

(3) Minimum ADC for Establishment of Pediatric Unit.............c.cccoeiiiiiiiiincicee 41

(4)  AAVEISE IMPACL ...ttt ettt ettt eb et s 42

(5)  COSt EffECHIVENESS ...ttt sttt sen et es 43

(6) Burden of Proof Regarding NEed ...........ccoiiiiiiiiee e 47

(7)  Construction Cost of Hospital SPaCce...........ccocoiririiriinireeceeeeeee e 48

(8) Construction Cost of Non-Hospital SPace..........cccoceeveereenriereee e 49

(9) Inpatient NUrSing UNIt SPACE.........ccoirieirieirieieieieete ettt 50

(10) Rate ReduCtion AQrEEMENL .........ccoovirieirieieeeeteet ettt sese s 51

(11)  EFFICIEBNCY ..ottt s sttt sttt eb et s 52

(12)  PalieNt SEFELY ......ccveueeeeririeieiiee ettt 54

(13) Financial FeasiDIlITy .......coooiieiiee e 59

(14) Emergency Department Treatment Capacity and Space............ccceovveeereenieienieienenn. 65

(15) Emergency Department EXPaNSION ...........ccveeiriereierereeieeeieesieeeseeressese e sassesessesenes 66

(16)  SHE SPACE......c ettt s 67

COMAR 10.24.17 — Cardiac Surgery Standards.............ccovveevieeieenieienenieisieesiee e 68

.04 CommisSioN Program POIICIES. ..ot 68

(b)  Population-Based Budget AQreement ...........cooeeieineneneeeeieeseeieee e 69

(©)  Existing PCI INntervention Prograim ...........cccceeveeieeneeeneeeeeseeseereseee e es 70

(d)  Most Recently Approved Program...........cccveerieeeiereneeeeeieesieeseereseese e esessese s 75

.05 Certificate of Need Review Standards for Cardiac Surgery Programs..........ccccceevevennene. 76

() MiNIMUM VOIUME ...ttt eb e 77



(2)  TIMPACE ..ttt sttt et ner et et s 87

(B)  QUAITLY et ettt ettt bt s 99
(4)  COSt EffECHIVENESS ...ttt ettt s esenes 108
(5)  AACCESS.....eieeieteee ettt et h ettt bbbttt b ettt b s enenen 110
(B)  INBBU.....oeeeeieee ettt bbbttt ettt n b e enenas 129
(7)  Fnancial FEaSIDIlITY .......ccooveirieiieiieeeeee e 160
(8) Preferencein ComparatiVe REVIEW ...........ccocoveiiiiiiiceeececeee e 165
10.24.01.08G(3)(D) = NEE........ovieeeeeieeete ettt 204
10.24.01.08G(3)(c) — Availability of More Cost Effective Alternatives............cccccvevevvvvenneee. 207
10.24.01.08G(3)(d) — Viability Of PropOSal .........ccooveerieeiiriiicieeceeeeeee et 209
10.24.01.08G(3)(e) — Compliance with Conditions of Previous Certificates of Need............. 215

10.24.01.08G(3)(f) — Impact on EXisting Providers..........coccooiiieiieiieieeee e 216



PART | — PROJECT IDENTIFICATION AND GENERAL
INFORMATION



MARYLAND

HEALTH MATTER/DOCKET NO.

CARE

COMMISSION DATE DOCKETED
HOSPITAL

APPLICATION FOR CERTIFICATE OF NEED

PART | - PROJECT IDENTIFICATION AND GENERAL INFORMATION

1. FACILITY

Name of Facility: ~ Anne Arundel Medical Center

Address:
2001 Medical Parkway Annapolis 21401 Anne Arundel
Street City Zip County

Name of Owner (if differs from applicant):

2. OWNER

Name of owner: Anne Arundel Health System, Inc.

3. APPLICANT. If the application has co-applicants, provide the detail regarding each co-
5



applicant in sections 3, 4, and 5 as an attachment.

Legal Name of Project Applicant
Anne Arundel Medical Center, Inc.

Address:
2001 Medical Parkway Annapolis 21401 MD Anne Arundel
Street City Zip State County

Telephone: (443) 481-1000

Name of Owner/Chief Executive:  Victoria W. Bayless, President and Chief Executive Officer

4, NAME OF LICENSEE OR PROPOSED LICENSEE, if different from applicant:




5. LEGAL STRUCTURE OF APPLICANT (and LICENSEE, if different from applicant).

check M or fill in applicable information below and attach an organizational chart
showing the owners of applicant (and licensee, if different).

A.  Governmental

B. Corporation
(1) Non-profit
(2) For-profit
(3) Close State & date of incorporation

Maryland - 1902

C. Partnership
General
Limited
Limited liability partnership
Limited liability limited
partnership
Other (Specify):
D. Limited Liability Company
E. Other (Specify):

To be formed:
Existing:

X O O Oox O

6. PERSON(S) TO WHOM QUESTIONS REGARDING THIS APPLICATION SHOULD BE
DIRECTED

A. Lead or primary contact:

Name and Title:  paula S. Widerlite, Chief Strategy Officer

Mailing Address:
2001 Medical Parkway Annapolis 21401 MD

Street City Zip State
Telephone: (443) 481-1340
E-mail Address (required): pwiderlite@aahs.org

Fax:

B. Additional or alternate contact:




Name and Title: Jonathan Montgomery, Esq
Mailing Address:

233 East Redwood Street Baltimore MD 21202
Street City Zip State
Telephone:  (410) 576-4088

E-mail Address (required): jmontgomery@gfrlaw.com

Fax: (410) 576-4032
7. TYPE OF PROJECT
Thefollowing list includes all project categoriesthat requirea CON under
Maryland law. Please mark all that apply.
If approved, this CON would result in:
(1) A new hedth carefacility built, developed, or established L]
(2) Anexisting health care facility moved to another site L]
(3) A changein the bed capacity of a health care facility L]
(4) A changeinthetype or scope of any hedth care service offered X
by a health care facility
(5) A hedth carefacility making a capital expenditure that exceeds the L]
current threshold for capital expenditures found at:
http://mhcc.maryland.gov/mhcc/pages/hcfs/hcfs con/documents/con_cap
ital_threshold 20140301.pdf
8. PROJECT DESCRIPTION

A.

Executive Summary of the Project: The purpose of this BRIEF executive summary

isto convey to the reader a holistic understanding of the proposed project: what it is; why
you need/want to do it; and what it will cost. A one-page response will suffice. Please
include:

(1) Brief description of the project —what the applicant proposes to do;
(2) Rationale for the project — the need and/or business case for the proposed project;
(3) Cost —thetotal cost of implementing the proposed project; and

(4) Master Facility Plans — how the proposed project fitsin long term plans.
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Brief Description: Anne Arundel Medica Center, Inc. (AAMC), aregiona
health system headquartered in Annapolis, Maryland, proposes to develop a
cardiac surgery, research and training program in partnership with Johns Hopkins
Medicine (JHM). AAMC is acenter of excellence for cardiology and vascular
services, including screening and preventive programs, medical management of
cardiac disease, diagnostic and interventional procedures, and endovascular
procedures. Its ability to provide a continuum of basic through advanced cardiac
services for the population it serves is compromised by its restriction from
offering cardiac surgery. A cardiac surgery program is necessary to improve safe
access to afull range of carefor its patients with heart disease. It isalogical step
in creating an integrated program of cardiac care for alarge population that
otherwise finds the vast majority of its medical and surgical needs met by AAMC.
Development of the program with the support and expertise of JHM’ s recognized
cardiac surgery team will ensure top quality from itsinception, and with AAMC'’s
proven record of high quality / low cost care, it will aso be among the |east
expensive and result in a $2M positive impact on the Medicare Waiver Test.

Rationale: AAMC serves a population of approximately 1.1 million and its
service areaisthelargest region in Maryland without a cardiac surgery program.
AAMC must transfer more than 200 patients each year for cardiac surgical care, a
number in excess of the minimum requirement for a program. Distances to the
nearest hospitals with cardiac surgery programs also translate to access delays of
up to an hour or more, a significant burden on patients and a serious risk factor
when emergency needs arise. The net result is a fragmented approach to cardiac
care that failsto meet any tenet of the Institute for Healthcare Improvement (IHI)
/ Center for Medicare and Medicaid Service (CMS) Triple Aim: better patient
experience, better population health, and lower cost per case. AAMC hasthe
capability to incorporate cardiac surgery into afully integrated cardiac care
program. It will offer high quality cardiology services and interventional
procedures, a dedicated operating room, and bed capacity. It will requirelittle
modification, and will have one of the most affordable hospital charge structures
in the state.

Cost: Thetota on-site construction and equipment costs are projected to be
approximately $2,500,000.

Master Facility Plan: AAMC has the infrastructure — facilities and space — to
provide cardiac surgery. The Master Facility Plan has included capacity for
cardiac surgery, from ambulatory care through operative care to critical care and
rehabilitation and added 30 new inpatient rooms. The new operating room (OR)
area, which opened in 2011, includes already constructed large surgical suites
which will be adapted for cardiac surgery. These ORs arein direct proximity to
AAMC’ s busy cardiac catheterization laboratories. In addition, the surgical
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intensive care unit (SICU), which opened in 2014, has capacity for post-op
cardiac surgery patients. These facilities are already in place and will not require
expensive additions.

AAMC’'s Master Facility Plan aready foresees expansions strengthening
AAMC's ahility to handle an increase in cardiac patient volume, including a new
catheterization lab, which is currently under construction and will open in 2015.

B. Comprehensive Project Description: The description must include details, as
applicable, regarding:

Q) Construction, renovation, and demolition plans;

RESPONSE:

AAMC will make minor modifications to two operating rooms' to
optimize their use as CVORs.
Modifications to the two ORs are as follows:
Architectura
- Remove and reinstall drywall ceilings

- Patch and repair drywal walls
- Repair terrazzo floors and integral wall protection

Mechanical, Electrical & Plumbing
- Install electrical conduit and wiring as needed

- Install conduitsto support audio/video devices

- Adjust mechanical and plumbing systems to accommodate
additional celling mounted supports

Structural
- Install structural supports for articulating anesthesia column and

additional booms

Specialty Systems
- Modify anesthesia columns from fixed to articulating

The two operating rooms - referred to as OR 15 and OR 16 - are located on the 2nd floor of AAMC's South Tower.
Both ORs are appropriately sized for use as CVORs at 608 and 631 square feet respectively. The operating rooms
have a storage room placed between them.
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- Upgrade audio/video integration hardware to include additional
fixed and movable video monitors

- Expand synchronized atomic clock system

- Add additional ceiling mounted surgical lights and supporting
hardware for video monitors

- Add ceiling mounted Perfusionists boom

Modificationsto Surgical Intensive Care Rooms are as follows:
- Install mounting support for wall mounted exam light
- Patch and paint affected wall area
- Install wall mounted exam light

Storage space for perfusion and other ancillary supplies are within close proximity to the
proposed surgical suites and no modifications are needed.

Two Surgical Intensive Care rooms will be assigned to cardiac patients. Other than
installation of new exam lights, no other modifications are needed to these two rooms.

No modifications are needed to the existing trauma elevator.

(2) Changesin sguare footage of departments and units;
Response
Square footage of the surgical department will remain unchanged.
Square footage of the surgical intensive care unit (SICU) will remain unchanged.
Square footage of the Heart and Vascular Unit will remain unchanged.

(3) Physical plant or location changes;
None.

(4) Changesto affected services following completion of the project; and
None.

(5) If the project is a multi-phase project, describe the work that will be done in each
phase._If the phases will be constructed under more than one construction
contract, describe the phases and work that will be done under each contract.

Response:
11



AAMC plans to complete the project’s construction in a single phase, given the minor nature of
the construction activity.

All modifications noted in section 8.B(1) will be performed via multiple contracting avenues
(contracts, purchase orders, etc.).

A construction manager/general contractor (CM/GC) will be selected to perform all architectural,
mechanical, eectrical, plumbing and structural implications. Overall construction coordination
and infection control measures will be under the purview of the CM/GC.

Berchtold, an AAMC contractor, will be providing services to modify the fixed anesthesia
columns as well as provide, install and integrate new ceiling-mounted surgical lights and
associated hardware.

Stryker, another contractor, will be integrating any new audio/video devices.

Comprehensive Project Description

Anne Arundel Medical Center, Inc. (AAMC), aregional health system headquartered in
Annapolis, Maryland, proposes to develop a cardiac surgery, research and training programin
partnership with Johns Hopkins Medicine (JHM). AAMC is a center of excellence for cardiology
and vascular services, including screening and preventive programs, medical management of
cardiac disease, diagnostic and interventiona procedures, and endovascular procedures. Its
ability to provide a continuum of basic through advanced cardiac services for the population it
servesis compromised by its restriction from offering cardiac surgery. A cardiac surgery
program is necessary to improve safe accessto afull range of care for its patients with heart
disease. It isalogical step in creating an integrated program of cardiac care for alarge
population that otherwise finds the vast majority of its medical and surgical needs met by
AAMC. Development of the program with the support and expertise of JHM’ s recognized
cardiac surgery team will ensure top quality from itsinception, and with AAMC'’ s proven record
of high quality / low cost care, it also will be among the least expensive and result in a $2M
positive impact on the Medicare Waiver Test.

Overview of AAMC

AAMC includes a 384-bed, not-for-profit, acute care hospital nationally recognized in quality for
joint replacement, emergency heart attack response and cancer care. It is the third busiest
hospital in Maryland (measured by patient volume). A leader in women’s services, AAMC ranks
second among Maryland hospitals for the number of deliveriesand has aLevel 111+ neonata
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intensive care unit, providing the highest level of NICU care for premature and serioudly ill
newborns.

Anne Arundel Medical Center was founded in 1902 and remains part of an independent health
system located in Annapolis, Maryland. The strategic vision of the organization, “living healthier
together” was defined in 2010 and reoriented what was a successful hospital into a regional
health system. Creating a sustainable ambulatory care platform, delivering high quality care at
low cost and broadening the breadth and depth of clinical program supported this effort. Now the
third busiest acute care facility in Maryland, AAMC is seeking opportunities to enhance and
deliver afull and integrated continuum of cardiac care to the region.

Other services of AAMC include a multi-specialty medical group of 300 cliniciansin 40+
locations throughout the region, an accountabl e care organization (ACO) participating in the
Medicare Shared Savings Program, mental health and substance use treatment facilities,
unregulated imaging centers, lab services, aclinical research institute, and a simulation and
innovation center.

The State of Maryland, having signed awaiver with CMS, has committed health systems to
orient towards popul ation health as opposed to volume based, transactional care. AAMC has
signed an agreement setting a Global Based Revenue amount with the Maryland Health Services
Cost Review Commission (HSCRC). Thisisdriving Maryland health systems to develop carein
lower cost environments. Therefore, offering afull and integrated continuum of cardiac services
is consistent with this objective.

Under its Global Budget Revenue (GBR) contract, AAMC isresponsible for a defined service
area of approximately 1.1 million residents. The service areaincludes Anne Arundel County and
communities in seven other counties including Calvert, Prince George's, Charles, Caroline,
Talbot, Kent, and Queen Anne’'s counties.

AAMC isoneof Anne Arundel County’slargest employers with more than 4,000 employees.
Also committed to AAMC are 1,000 Medical Staff members and nearly 700 volunteers. A maor
charitable resource to the region it serves, AAMC contributed $36 million in community benefit
in FY 2014, including subsidized programs and charity care, community outreach, health
education, and research activities. The medical center annually attracts millions of dollarsin
private support through its foundation, a testament to the high regard in which AAMC is held by
its community.

Overview of Johns Hopkins M edicine
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Established as an internationally recognized state-of-the-art hospital in 1889, The Johns Hopkins
Hospital, (JHH), the flagship hospital of JHM, has been recognized for its outstanding clinica
care throughout its history. The Johns Hopkins Hospital has been ranked number onein the
nation by U.S. News & World Report for 22 years of the survey’s 25-year history, most recently
in 2013. JHH offers all acute care services generally provided to hospital patients, aswell as
servicesin virtualy every clinical subspecialty. The Hospital operates 19 major clinical
departments, including Anesthesiology/Critical Care Medicine, Dermatol ogy, Emergency
Medicine, Gynecology/Obstetrics, Medicine, Neurology and Neurosurgery, Oncology and
Radiation Oncology, Ophthalmology, Orthopedics, Otolaryngology-Head and Neck Surgery,
Pathology, Pediatrics, Physical Medicine and Rehabilitation, Plastic Surgery, Psychiatry,
Surgery, and Urology.

JHH maintains many nationally and internationally known specialized centers for patient care
and research. Among these centersis the Johns Hopkins Heart and Vascular Institute, where
specidlistsin every branch of cardiac care work collaboratively to develop innovative treatments
and advance the science of cardiac care. Other specialized centersinclude the following: the
Wilmer Eye Institute, designated as the State’ s only eye trauma center; the Clayton Heart Center;
The Kimmel Comprehensive Cancer Center, a National Cancer Institute designated
Comprehensive Cancer Center (the only one in Maryland and one of only 31 designated
nationally); the Children’s Center, which is a designated Pediatric Trauma Unit for the State of
Maryland; the Sickle Cell Infusion Center, an outpatient clinic dedicated to sickle cell patients
that is open seven days per week; the Brady Urological Institute; the Meyerhoff Center for
Digestive Diseases; and both inpatient and outpatient facilities for the treatment of patients with
Acquired Immuno-Deficiency Syndrome. Further, the Hospital operates a Comprehensive
Transplant Center, offering heart, lung, kidney, pancress, liver, vascular composite allograft,
cornea, and bone marrow transplant programs.

JHH is aso distinct among Maryland hospitals in terms of the scope and nature of the medical
education it provides. As one of the largest medical teaching institutions in the world, JHH
serves as the primary medical training environment for over 2,000 residents and fellows and
nearly 600 Johns Hopkins University School of Medicine (JHUSOM) medical students annually.
JHUSOM'’ steaching activities at JHH are extensive, including medical resident and student
fellowship training in almost every speciaty. Johns Hopkins University also trains nurses,
radiology technicians and other health care professionals.

In addition, JHM has founded the Johns Hopkins Center to Eliminate Cardiovascular Health
Disparities (JHCHD) a collaboration among the Bloomberg School of Public Health, the School
of Medicine, the School of Nursing and Johns Hopkins Community Physicians.

Partner ship with Johns Hopkins M edicine
14



In 2007, AAMC and JHM entered into arelationship in recognition of their mutual commitment
to patient-centered care and improved access to the highest quality, affordable, health carein the
region. As part of this ongoing alliance, AAMC will partner with JHM to bring renowned
cardiac surgeonsto AAMC to establish its cardiac surgery program.

JHM surgeons will bring expertise in traditional cardiac surgery, as well asthe latest innovations
in minimally invasive valve repair and replacement surgery. JHM already has been actively
involved in the clinical development and planning process for a cardiac surgery program at
AAMC. This partnership will continue with JHM’ s participation in the cardiac surgery service
line management, including management of program policies, protocols, procedures, operating
and capital budgets, staffing, equipment and supplies, strategic planning, and marketing. JHM
surgeons, in conjunction with AAMC cardiologists, will also partner in quality improvement
initiatives, including Society of Thoracic Surgeons (STS) database participation.

AAM C Leadership in Cardiac Care

AAMC isaCardiac Interventional Center designated by the Maryland Institute of Emergency
Medical Services Systems, and a Chest Pain Center with Percutaneous Coronary Intervention
(PCI) designated by the Society of Cardiovascular Patient Care. AAMC is aso the recipient of
the Gold Performance Achievement Award from the American College of Cardiology. AAMC
adheres to nationally recognized standards for cardiac care, working with ateam of dedicated
interventional cardiologists, nurses and technol ogists trained in rapid response and treatment of
myocardia infarction (Ml).

AAMC has demonstrated excellence in its delivery of cardiac care through itsinterventional
Cardiovascular Patient Outcomes Research Team (CPORT) and Cardiovascular Patient
Outcomes Research Team Elective (CPORT-E) programs. The CPORT program at AAMC,
providing angioplasty for acute M1, has some of the highest volumes and best outcomesin
Maryland, with exemplary door to balloon times, excellent results and outstanding quality of
care. More than 160 patients with acute M1’ s were treated with emergency cardiac
catheterization and PCI procedures at AAMC in 2014. In addition, the cardiac catheterization
laboratories at AAMC perform more than 1,000 cardiac catheterization procedures and over 240
elective PCI procedures per year.

Recognition for Leadership

AAMC has been honored for its innovative programs and their positive impact on patient care.
The hospital received the prestigious Magnet recognition from the American Nursing
Credentialing Center in 2014 for its commitment to quality care and patient outcomes.
Nationally, only 401 hospitals out of 5,700 organizations have Magnet status. AAMC’ s Patient-
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and Family-Centered Care model, which aims at engaging patients and families as partnersin
healthcare delivery, serves as anational model of excellence, and was recently recognized by the
Caregiver Action Network in its report on national best practicesin patient and family caregiver
engagement. Other notable achievements for AAMC include:

e Received 2014 AACC Innovator Award from the Association of Community Cancer
Centersfor AAMC’ s Geaton and JoAnn DeCesaris Cancer Institute. Only six cancer
programs nationwide received this honor.

e Designated Primary Stroke Center from the Joint Commission, demonstrating AAMC's
stroke program follows national standards and guidelines to improve outcomes for stroke
patients.

e Earned 2014 Delmarva Foundation Excellence Award for quality improvement efforts.

e Honored on the national “Most Wired” hospitals and health systems list for afifth time
by Hospitals & Health Networks. This recognizes AAMC for its use of technologies,
such as eectronic medical record tools that assist physicians, nurses, and patients in
communicating efficiently.

e Achieved status of Level Facility 1 for the Weight Loss & Metabolic Surgery Program at
AAMC in less than two years from opening, nationally accredited by the American
College of Surgeons for providing high quality care and excellent outcomes. The Level 1
designation means AAMC is a high volume center; it is the highest volume center in
Maryland, having performed 400 bariatric surgery operationsin CY 2014.

e Named a Consumer Reports Top 10 Hospital for Surgical Safety.

e Recognized as a 2012 Leapfrog Top Hospital.

e Earned national recognition for Pathways, an AAMC &ffiliate, from Optum for delivering
highly effective, low-cost inpatient substance abuse care.

e Recelved HealthStream Award for Highest Communication Perception of Quality

e Named Becker Hospital Review's Top 50 Greenest U.S. Hospitals.

e Awarded American Heart Association Gold-Level Fit-Friendly Worksite for
implementing programs to help employees eat better and remain more active.

Defining the Need

The Cardiac Services State Health Plan maintains that “[g]eographic access to cardiac surgery
servicesis not aproblem in Maryland.” This only takes into consideration the single event of an
electively-timed admission for the surgical procedure itself, for which atravel time of an hour or
moreisinconvenient but not unsafe. The limited scope of this assessment is inconsistent with the
Triple Aim of the Institute for Healthcare Improvement (IHI) and the Centers for Medicare and
Medicaid Services (CMS): improved patient care experience, improved population health, and
reduced per capita expenditures. Patients in need of cardiac surgery have significant disease, and
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are at risk for acute decompensation and arrhythmias. Patients require accurate diagnostic studies
and interpretation, expert medical management and optimization for surgery, ready availability
of emergency cardiology services and, at times, emergency surgical intervention. Post-operative
complications occur as well, and require access to care from the team that performed the surgery.
The current approach is discontinuous, splitting a patient’ s care among several physicians and
two or more hospitals. Emergencies often require transfers from the patient’ s closest hospital to
one that offers cardiac surgery, delaying definitive care, adding risk, and sometimes requiring
interim procedures such as aortic balloon pumps to help support survival during transport.

Thelogical solution isto make the full range of cardiac care, including cardiac surgery, available
through one team at one facility within a safe travel time. Regardless of the degree or stage of
disease, thismodel serves all of apatient’s needs rapidly and safely. It meets the goal of
improved population health and vastly improves the patient experience.

Scope of the Problem

Anne Arundel County is the largest county in Maryland (pop. 550,000+) without a cardiac
surgery program. AAMC’srolein the greater region is particularly significant. Its responsibility
extends to communities in neighboring eastern shore counties that are even more isolated from
cardiac surgery providers. In CY 2013, AAMC served more than 20% of all inpatient adult
percutaneous coronary intervention (PCI) cases from the neighboring Eastern Shore counties of
Talbot, Caroline, Kent, and Queen Anne’s (32 out of 139 cases).

The number of cardiac surgery patientsin the Anne Arundd region is significant. In CY 2013,
more than 500 adults travelled from Anne Arundel County to hospitals in Washington, DC and
across Maryland for cardiac surgery. Nearly 200 patients from the nelghboring Eastern Shore
counties of Talbot, Caroline, Kent, and Queen Anne's traveled 45-70 milesto hospitalsin
Baltimore City, Baltimore County, Montgomery County, Worcester County, and Washington,
D.C. for cardiac surgery. However, most of their cardiology and emergency care must be
provided by adifferent team of physicians and facilities closer to their homes and within
AAMC’ s service region, resulting in disruption of what should be an integrated and continuous
system of care.

Of even greater concern is the significant number of patients who are treated at AAMC and have
to be transferred to other hospitals when it is determined that they need cardiac surgery. In FY
2014, more than 200 patients at AAMC had to be transferred to another hospital for cardiac
surgery or immediate evaluation for cardiac surgery. These are acutely ill patients who can’'t be
discharged and referred to a cardiac surgeon. In contrast to the position stated in the Cardiac
Services State Health Plan, this transfer delay is problematic and disruptive to their care, and
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creates unnecessary risk for these patients. A cardiac surgery program at AAMC will eliminate
the need for the maority of these transfers.

A cardiac surgery program at AAMC will alow cardiologists and cardiac surgeons to
communicate more directly and immediately, coordinate care transitions more safely and
efficiently, and integrate decision-making as a unified clinical team with patients and their
families. The program will produce a seamless experience for patients, minimize confusion and
duplication, relieve patients and their families of long travel timesto another hospital for follow
up care, and assure continuity of care for patients who have established rel ationships with
cliniciansat AAMC.

High Performance Cardiology at AAMC

AAMC offers echocardiography, cardiac computed tomography (CT), coronary angiography,
diagnostic and interventiona (PCI) cardiac catheterizations, electrophysiology (EP), surgical and
non-surgical vascular procedures, and cardiac rehabilitation. In FY 2014, AAMC cared for 3,000
inpatient cardiac cases and 17,000 outpatient cardiac visits. There were more than 500 EP
procedures performed, more than 2,700 admissions to AAMC’ s Heart and Vascular Unit, and
nearly 39,000 cardiac-related diagnostic tests performed.

As noted, the CPORT PCI program at AAMC has saved more than 1,000 livesin the past 10
years. Working in partnership with area Emergency Medical Services (EMS), AAMC has
dramatically cut response times for emergency coronary intervention to less than 90 minutes
96% of the time, and less than 60 minutes 63% of the timein 2014.

AAMC's elective cardiac catheterization program offers interventional treatment for people with
stable coronary artery disease. Since 2010, interventiona cardiologists have performed nearly
700 elective angioplasty procedures. (See Exhibit 4 for clinical professionals' curriculum vitae.)

The Proposed Program

AAMC proposes to develop a comprehensive cardiac surgery program in partnership with JHM
cardiac surgeons to complement its current range of cardiac services and offer patients a
continuum of cardiac care. A cardiac surgery program will allow AAMC to provide afull and
integrated continuum of care to patients with severe operable forms of heart disease who are not
candidates for other invasive and interventional procedures.

The service area defined for the proposed program extends beyond the HSCRC' s GBR-defined
service areain order to respond to the highest need, most isolated regions for cardiac surgery.
The proposed service area encompasses the four “midshore counties’ of Kent, Queen Anne’s,
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Talbot, and Caroline countiesto reduce travel time and position AAMC to provide
comprehensive cardiac care services to residents of these counties.

Capacity

In addition to the combined cardiology and surgical resources described above, AAMC hasthe
capital infrastructure to provide cardiac surgery. The operating room (OR) areaincludes two
previously constructed large surgical suites which may be readily adapted for cardiac surgery.
The ORs arein direct proximity to AAMC' s busy cardiac catheterization |aboratories. The
arrangement supports patient care as physicians can work closely together to provide the most
appropriate treatment. The existing Surgical Intensive Care Unit (SICU) currently has capacity to
care for post-operative cardiac surgery patients. These facilities are already in place and will not
require additional expensive construction. In addition, philanthropic support from the community
for a cardiac surgery program is expected to exceed $5 million.

High Quality, Low Cost Healthcare

AAMC has repeatedly demonstrated its ability to maintain cost efficiency by having one of the
lowest cost per EIPAsin Maryland. In fact, AAMC’s High Quality, Low Cost (HQLC)
initiatives continue to generate substantial cost savings and quality improvements. Health
Services Cost Review Commission (HSCRC) data documents AAMC to be one of the lower
charge hospital providersin the State of Maryland Consistent with this track record, AAMC will
be one of the lowest cost cardiac surgery programsin Maryland.

Under its GBR contract, AAMC is assigned responsibility for 1.1 million residents. However, at
this time, more than 40% of residents from the GBR-defined service areawho receive cardiac
surgery are treated at Washington, D.C. hospitals, resulting in fragmented care and higher costs
to private payers relative to surgery costsin Maryland. In CY 2013, atotal of 378 residents from
AAMC’'s GBR-defined service areawere treated at Washington, D.C. hospitals, alarge majority
of whom were served at the Washington Hospital Center (WHC), where the average payment per
case is more than 30% higher relative to community hospitals in Maryland providing cardiac
surgery. Another 40% of the region’s patients were treated at Maryland’ s two academic medical
centers, where the average charge per cardiac surgery case is more than 50% higher relative to
the average charge per cardiac surgery case at community hospitalsin Maryland. In sharp
contrast, AAMC’ s program will provide the region with one of the lowest charge per case for
cardiac surgery in the state of Maryland. AAMC' s projected payment rate will be nearly 40%
lower relative to the estimated payment rate at the WHC for a comparable case mix,
(approximately $23,000 lower payment per discharge) and will be nearly 50% lower relative to
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the average payment per discharge at Maryland’ s academic medical centers for acomparable
case mix (approximately $30,000 lower payment per discharge).?

In keeping with the principles of the Triple Aim, AAMC must be allowed to provide a
continuum of heathcare services wherever it has expertise and capacity. Thisis essential to its
role as an Accountable Care Organization (ACO). Population health management has become a
national strategy for reducing healthcare costs while maintaining the health of individuals, and
ACOs arein the forefront of that effort.

AAMC providesthislevel of carein the vast majority of its speciaties and isfully capable of
providing it in cardiac surgery. An integrated program of cardiac care that includes cardiac
surgery will alow AAMC to offer the people it serves better health management, an improved
patient experience with safe rapid access and rare transfers, alower cost and, most importantly,
ahigh-quality team of AAMC and JHM professional s working together to ensure the best
possible outcome.

*The payment rate for Maryland hospitalsis defined as 95.6% of charges, reflecting a blended Medicare and non-
Medicare payment rate. Payment rate for Washington Hospital Center is calculated based on a blended Medicare
and non-Medicare payment rate estimated based on commercia data obtained from a national claims data service
(see “Technical Notes”).
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Completethe DEPARTMENTAL GROSS SQUARE FEET WORKSHEET (TableB) in
the CON TABLE PACKAGE for thedepartments and functional areasto be affected.

Table B is attached with Appendix 1 - Tables.
9. CURRENT PHYSICAL CAPACITY AND PROPOSED CHANGES

Completethe Bed Capacity (Table A) worksheet in the CON Table Package if the
proposed project impacts any nursing units.

The project does not impact any nursing units.
10. REQUIRED APPROVALSAND SITE CONTROL

A.
B.

Sitesizee 26 acres

Have all necessary State and local land use approvals, including zoning, for the
project as proposed been obtained? YES X  NO (If NO, describe below
the current status and timetable for receiving necessary approvals.)

Form of Site Control (Respond to the one that applies. If more than one, explain.):

(1)

)

©)

(4)

©®)

Owned by: ANNE ARUNDEL MEDICAL CENTER, INC

Please provide a copy of the deed. (Attached as Exhibit 11)
Options to purchase held by: N/A

Please provide a copy of the purchase option as an attachment.
Land Lease held by: N/A

Please provide a copy of the land |ease as an attachment.
Option to lease held by: N/A

Please provide a copy of the option to lease as an attachment.
Other: N/A

Explain and provide legal documents as an attachment.

11. PROJECT SCHEDULE
In completing this section, please note applicable performance requirement time frames
set forth at COMAR 10.24.01.12B & C. Ensure that the information presented in the
following table reflects information presented in Application Item 7 (Project

Description).
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Proposed Proj ect

Timeline
Single Phase Project
Obligation of 51% of capital expenditure from CON approval
date 2 months
Initiation of Construction within 4 months of the effective date
of abinding construction contract, if construction project 1 months
Completion of project from capital obligation or purchase
order, as applicable 5 months

M ulti-Phase Proj ect for an existing health care facility
(Add rows as needed under this section)

One Construction Contr act

N/A months

Obligation of not less than 51% of capital expenditure
up to 12 months from CON approval, as documented by
abinding construction contract.

N/A months

Initiation of Construction within 4 months of the
effective date of the binding construction contract.

N/A months

Completion of 1% Phase of Construction within 24
months of the effective date of the binding construction
contract

N/A months

Fill out the following section for each phase. (Add rows as needed)

Completion of each subsequent phase within 24 months
of completion of each previous phase

N/A months

Multiple Construction Contracts for an existing health care facility

(Add rows as needed under this section)

Obligation of not less than 51% of capital expenditure
for the 1% Phase within 12 months of the CON approval
date

N/A months

Initiation of Construction on Phase 1 within 4 months of
the effective date of the binding construction contract
for Phase 1

N/A months

Completion of Phase 1 within 24 months of the
effective date of the binding construction contract.

N/A months
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To Be Completed for each subsequent Phase of Construction

Obligation of not less than 51% of each subsequent
phase of construction within 12 months after
completion of immediately preceding phase N/A months

Initiation of Construction on each phase within 4
months of the effective date of binding construction
contract for that phase N/A months

Completion of each phase within 24 months of the
effective date of binding construction contract for that
phase N/A months

12.  PROJECT DRAWINGS

A project involving new construction and/or renovations must include scal able schematic
drawings of the facility at least a 1/16” scale. Drawings should be completely legible and include
dates.

Project Drawings are attached as Exhibit 3(a).

Project drawings must include the following before (existing) and after (proposed)
components, as applicable:

A. Floor plans for each floor affected with all rooms labeled by purpose or function,
room sizes, number of beds, location of bathrooms, nursing stations, and any
proposed space for future expansion to be constructed, but not finished at the
completion of the project, labeled as “shell space”.

For a project involving new construction and/or site work a Plot Plan, showing the

"footprint” and location of the facility before and after the project.

B. For a project involving site work schematic drawings showing entrances, roads,
parking, sidewalks and other significant site structures before and after the
proposed project.

C. Exterior eevation drawings and stacking diagrams that show the location and
relationship of functions for each floor affected.
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13. FEATURESOF PROJECT CONSTRUCTION

A. If the project involves new construction or renovation, complete the Construction
Characteristics (Table C) and Onsite and Offsite Costs (Table D) worksheetsin
the CON Table Package.

Table C and D are attached with Appendix 1 - Tables.

B. Discuss the availability and adequacy of utilities (water, € ectricity, sewage,
natural gas, etc.) for the proposed project, and the steps necessary to obtain
utilities. Please either provide documentation that adequate utilities are available
or explain the plan(s) and anticipated timeframe(s) to obtain them.

The operating rooms and surgical intensive care rooms currently exist and arein
service. Therefore, thereis no impact to utilities.
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PART || — PROJECT BUDGET

Use of Funds

Completethe Project Budget (Table E) wor ksheet in the CON Table Package.

Table E is attached with Appendix 1 - Tables.
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PART Il —APPLICANT HISTORY, STATEMENT OF
RESPONSIBILITY, AUTHORIZATION AND RELEASE
OF INFORMATION, AND SIGNATURE
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PART 11l - APPLICANT HISTORY, STATEMENT OF RESPONSIBILITY,
AUTHORIZATION AND RELEASE OF INFORMATION, AND SIGNATURE

1. List names and addresses of all owners and individuals responsible for the proposed project.

Victoria W. Bayless, President/CEO
Anne Arundel Medical Center

2001 Medical Parkway

Annapolis, MD 21401

Anne Arundel Health System, Inc.
2001 Medical Parkway

Annapolis, MD 21401

2. Isany applicant, owner, or responsible person listed above now involved, or has any such
person ever been involved, in the ownership, development, or management of another health
carefacility? If yes, provide alisting of each such facility, including facility name, address,
the relationship(s), and dates of involvement.

Neither AAMC, Anne Arundel Health System Inc., nor Ms. Victoria Bayless owns or
operates any other health care facility, as that term is defined in Section 19-114 of the Health
Generd Article.

Anne Arundel Health System, Inc. does own certain other entities that provide health care
services or related services, including:

Anne Arundel Health Care Enterprises, Inc.

Anne Arundel Medical Center Foundation, Inc.

Anne Arundel Real Estate Holding Company

Cottage Insurance Company LTD.

Anne Arundel Health Systems Research Institute, Inc.

Physician Enterprise, LLC

Anne Arundel General Treatment Services Inc.

3. Inthelast 5 years, has the Maryland license or certification of the applicant facility, or the
license or certification from any state or the District of Columbia of any of the facilitieslisted
in response to Question 2, above, ever been suspended or revoked, or been subject to any
disciplinary action (such as aban on admissions) ? If yes, provide awritten explanation of
the circumstances, including the date(s) of the actions and the disposition. If the applicant(s),
owners, or individuals responsible for implementation of the project were not involved with
the facility at the time a suspension, revocation, or disciplinary action took place, indicatein
the explanation.
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None of the health care facilities listed above has had its license or certification suspended,
revoked, or subjected to disciplinary action in the last 5 years.

4. Other than the licensure or certification actions described in the response to Question 3,
above, has any facility with which any applicant isinvolved, or has any facility with which
any applicant hasin the past been involved (listed in response to Question 2, above) ever
received inquiries from afederal or any state authority, the Joint Commission, or other
regulatory body regarding possible non-compliance with Maryland, another stete, federal, or
Joint Commission requirements for the provision of, the quality of, or the payment for health
care services that have resulted in actions leading to the possibility of penaties, admission
bans, probationary status, or other sanctions at the applicant facility or at any facility listed in
response to Question 2? If yes, provide, for each such instance, copies of any settlement
reached, proposed findings or final findings of non-compliance and related documentation
including reports of non-compliance, responses of the facility, and any final disposition or
conclusions reached by the applicable authority.

RESPONSE:

Asfollows, AAMC has received inquiries by the entities specified above in regard to the
quality of or payment for health care services where theinquiry led to (or could still lead to)
penalties, admission bans, probationary status, or other sanctions™:

3 Month Temporary Hold on M edicare Deemed Status - May 2013

e Outcome: No Penalties (Action Plan accepted, restored full Deemed Status July
2013).

e Actions/Monitoring: Documentation and monitoring initiative to improve language
and interpretation services for patients with limited English proficiency.

e Note Sdf-Reported December 2012

Radiation Misadministration — February 2008

e Outcome: Monetary Fine.*

e Actions/Monitoring Completed: Developed an Emergent Radiation Oncology
Protocol.

% Documentation regarding these incidentsis enclosed as Exhibit 12.
* A Maryland Department of the Environment Press rel ease referencing this matter can be found at:
http://www.mde.state.md.us/programs/PressRoom/Pages/1086.aspx

28



e Note: Self-Reported

Joint Commission Conditional Accreditation Status - July 2003

e Outcome: Action Plans accepted and awarded full Accreditation March 2004.

e Actions/Monitoring Completed: Established evidence of acceptable compliance with
5 Type 1 Recommendations (Medical Record Documentation, Medication Range
Orders, Data Analysis, Departmental Scope of Services, and Job Description
Performance Competencies.)

Medicare/TricareBilling Claimsfor Infusion Therapy

e Outcome: Settlement including five year corporate integrity agreement (closed 2003)
plusfine.

e Actions/Monitoring Completed: Appointment of Compliance Officer/Committee,
Annual Corporate Compliance Education, |mplementation of a Corporate
Compliance Program.®

Note: Identified April 1999.

5. Hasany applicant, owner, or responsible individual listed in response to Question 1, above,
ever pled guilty to, received any type of diversionary disposition, or been convicted of a
criminal offense in any way connected with the ownership, devel opment, or management of
the applicant facility or any of the health care facilities listed in response to Question 2,
above? If yes, provide awritten explanation of the circumstances, including as applicable,
the court, the date(s) of conviction(s), diversionary disposition(s) of any type, or guilty

plea(s).
RESPONSE:

No applicant, owner, or responsibleindividual listed in response to Question 1 above has
pled guilty to or been convicted of acriminal offense in any way connected with the
ownership, development or management of the applicant facility or any of the health care
facilities listed in response to Question 2.

® Theinstitutional memory of relevant AAMC staff does not go further than this time period and therefore a
comprehensive response to this question is not reasonably possible for time periods before 1999.
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Attestation

Victoria W. Bayless, President and Chief Executive Officer, has signed an attestation as to the
accuracy of the facts stated in this application and its attachments. Please see Exhibit 14.
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PART |V —CONSISTENCY WITH GENERAL
REVIEW CRITERIA AT COMAR 10.24.01.08G(3)

10.24.01.08G(3)(a). State Health Plan Services
COMAR 10.20.10 — Acute Hospital Services
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.04 Standards

A.Generd Standards

Thefollowing general standards encompass Commission expectationsfor the delivery of
acute car e services by all hospitalsin Maryland. Each hospital that seeks a Certificate of
Need for a project covered by this Chapter of the State Health Plan must address and
document its compliance with each of the following general standards as part of its
Certificate of Need application. Each hospital that seeks a Certificate of need exemption for
a project covered by this Chapter of the State Health Plan must addr ess and demonstrate
consistency with each of thefollowing general standards as part of its exemption request.
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(1) Information Regarding Charges

Infor mation regar ding hospital charges shall be available to the public. After July 1, 2010,
each hospital shall have a written policy for the provision of information to the public
concerning chargesfor itsservices. At a minimum this policy shall include:

(a) Maintenance of a Representative List of Servicesand Chargesthat isreadily
availableto the publicin written form at the hospital and on the hospital'sinter net
web site;

(b) Proceduresfor promptly responding to individual requestsfor current chargesfor
specific/ procedures; and

(c) Requirementsfor staff training to ensurethat inquiries regarding chargesfor its
services are appropriately handled.

APPLICANT RESPONSE

(&) AAMC maintains awritten policy titled Patient Financial Services —Hospital Financial
Assistance, Charity Care, Billing & Callection Policy. Exhibit 1. That policy setsforth AAMC's
procedure for providing a Representative List of Services and Charges. Thelist isavailable to the
public in written form upon request or at any time by accessing http://www.aahs.org/patients-
visitorg/billing.php.

(b) The Patient Financial Services—Hospital Financial Assistance, Charity Care, Billing &
Collection Policy sets forth the procedure for responding to individua requests for current
charges for specific services and procedures. Requests are directed to the ACP Financial
Coordinator (or the appropriate departmenta Financial Coordinator) and the Coordinator
responds to the request promptly according to the prescribed procedure.

(c) All AAMC registration staff and Financial Coordinators are educated and trained on
appropriately handling inquiries regarding charges and services, including the use of the Patient
Financial Services—Hogspita Financial Assistance, Charity Care, Billing & Collection Palicy.
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(2) Charity Care Policy

Each hospital shall have a written policy for the provision of charity care for indigent
patientsto ensur e access to services regar dless of an individual’s ability to pay.

(a) Thepolicy shall provide:

() Deter mination of Probable Eligibility. Within two business days following a
patient'srequest for charity care services, application for medical assistance,
or both, the hospital must make a deter mination of probable digibility.

(i) Minimum Required Notice of Charity Care Policy.

1. Public notice of information regarding the hospital’s charity care policy shall
be distributed through methods designed to best reach the target population
and in aformat under standable by the target population on an annual basis;

2. Noticesregarding the hospital’s charity care policy shall be posted in the
admissions office, business office, and emer gency department areaswithin
the hospital; and

3. Individual notice regarding the hospital’s charity care policy shall be
provided at thetime of preadmission or admission to each person who seeks
servicesin the hospital.

(b) A hospital with alevel of charity care, defined asthe percentage of total operating
expensesthat falls within the bottom quartile of all hospitals, asreported in the most
recent Health Service Cost Review Commission Community Benefit Report, shall
demonstrate that itslevel of charity careisappropriateto the needs of its service
area population.

APPLICANT RESPONSE

AAMC maintains awritten policy for the provision of charity care for indigent patients to ensure
access to services regardless of an individual’s ability to pay.

(& AAMC maintains awritten policy titled Patient Financial Services—Hospital Financial
Assistance, Charity Care, Billing & Collection Policy. Exhibit 1. That policy meets the
requirements set forth in (a)(i) and (a)(ii) above. It also describes AAMC’s procedure for
providing appropriate notification to the public and patients regarding the charity care
availableat AAMC. If charity care is requested, the patient is given a determination of
probable digibility within two business days of receipt of a patient’s request for charity
care services or application for medical assistance.

(b) AAMC' s charity care as a percentage of total operating expense falls within the bottom
quartile for Maryland hospitals as reported in the most recent Health Services Cost
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Review Commission Community Benefit Report. Thisis primarily dueto AAMC's
patient population being relatively more affluent when compared to median incomes for
Maryland as well as AAMC initiatives to enroll low-income patients eligible for coverage
(See Exhibit 2 for media accounts of these initiatives). AAMC has avery generous
charity care policy, providing 100% charity to households at or below 200% of the US
Poverty Line and asliding fee scale for households at or below 330% of the US Poverty
Line. Despite this generous charity care policy, due to patient demographics, arelatively
small amount of charity careis provided.

Although AAMC' s charity care islower than that provided by other hospitalsin
Maryland, AAMC is committed to contributing to the community and supporting
vulnerable populations. To that end, AAMC provides the community significant services
and numerous outreach programs. For additional information on AAMC’s outreach
initiatives, please see our Outreach Section in this application. AAMC’s commitment to
serving the community is demonstrated by the fact that AAMC’ s total Community
Benefit for FY 2014 was $36,050,991, which was in the top third for all hospitalsin
Maryland for total benefit (See Exhibit 5(c) — Community Benefit Report).

It isimportant to note that the Maryland Rate Setting System provides for funding of
charity care across al Maryland hospitals. To that end, AAMC does contribute its
proportionate share of that funding to support care for all of the disadvantaged patients
across the state of Maryland.
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(3) Quality of Care

An acute car e hospital shall provide high quality care.

() Each hospital shall document that it is:

() Licensed, in good standing, by the Maryland Department of Health and
Mental Hygiene;

(i)  Accredited by the Joint Commission; and

(iii)  In compliance with the conditions of participation of the Medicare and
Medicaid programs.

(b) A hospital with a measure value for a Quality Measureincluded in the most recent
update of the Maryland Hospital Performance Evaluation Guide that fallswithin
the bottom quartile of all hospitals' reported performance measured for that
Quality Measure and also falls below a 90% level of compliance with the Quality
M easur e, shall document each action it istaking to improve performancefor that
Quality Measure.

APPLICANT RESPONSE

AAMC provides high quality care, as evidenced by the following accreditation and recognitions.

(a)(i) AAMC isalicensed acute care hospital. AAMC isin possession of Maryland Department
of Health and Mental Hygiene Office of Health Care Quality License Number 02003 issued on
November 23, 2013 through February 23, 2017. (Exhibit 10(a)).

(a)(ii) AAMC is accredited by The Joint Commission and earned the Delmarva Quality
Improvement Award in 2013 and 2014. The last full survey by The Joint Commission was
successfully concluded on November 14, 2013. (Exhibit 10(b)). AAMC is aso accredited by the
Joint Commission as an Advanced Primary Stroke Center awarded in October of 2014.

(&)(iii) AAMC isin full compliance with the conditions of participation of the CMS.

(b) According to the Centers for Medicare and Medicaid Services. Hospital Compare data posted
and updated as of December 18, 2014, of the 43 applicable performance measures, AAMC
ranked at or above the state and/or national averages on 33 measures with 6 being above 99%.
As of January 2014, the measure “Children and Their Caregivers Who Recelve aHome
Management Plan of Care Document” is no longer areportable measure. In addition, no data was
available for any of the stroke care measures.
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According to the most recent update on Hospital Compare, AAMC ranked second in the state of
Maryland regarding patient satisfaction with an overall raking of 77% (patients who gave the
hospital arating of 9 or 10 on ascale from O (lowest) to 10 (highest). AAMC hasreceived 18
National Awards for patient satisfaction since 2004.

AAMC was 140 minutes beyond the Maryland average for the measure, “Median Time from ED
Arrival to ED Departure for Admitted ED Patients’, and 138 minutes beyond the Maryland
average for “Admit Decision Time to ED Department time for Admitted Patients’.

AAMC implemented a High Quality Low Cost Initiative utilizing lean rapid improvement event
teams currently working on strategies to improve both the Median Time from ED Arrival to ED
Departure for Admitted ED Patients and Admit Decision Time to ED Departure time for
Admitted Patients. Below isalist of actions put in place to reduce both time frames:

e Geographic staffing implemented following inpatient Value Stream Analysis (VSA)

e Bridge orders utilized to expedite patient movement to clean and ready beds

e Unit-specific dashboards with throughput measures presented monthly to clinical
leadership and Clinical Resource Management

e Every 2 hour huddles for CCU holdsin the ED, including CCU and ED nursing and
physician leadership

e Administrative coordinator report for patients waiting more than 90 minutes for
admission orders every 8 hours

e Multidisciplinary rounds on inpatient units to identify and expedite early discharges

e Monitoring of diversion and alerts every 4 hours

e Monthly throughput committee meeting

Building on these infrastructure changes, a focused |ean project was implemented in December
2014. Fundamental to the project is daily planning to expedite patient flow with nurses,
physician leaders and hospitalists. Recent results demonstrate improvements of 30 minutesin ED
throughput measures.
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B.Project Review Standards

The standardsin this section areintended to guide reviews of Certificate of Need
applications and exemption requestsinvolving acute car e general hospital facilities and
services. An applicant for a Certificate of Need must address, and its proposed project will
be evaluated for compliance with, all applicable review standards. An applicant for a
Certificate of Need exemption must address, and its proposed project will be evaluated for
consistency with, all applicablereview standards.
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(1) Geographic Accessibility

A new acute care general hospital or an acute care general hospital being replaced on a
new site shall be located to optimize accessibility in termsof travel timefor itslikely service
area population. Optimal travel time for general medical/surgical, intensive/critical care
and pediatric services shall bewithin 30 minutesunder normal driving conditionsfor 90
per cent of the population in itslikely service area.

APPLICANT RESPONSE

This standard is not applicable to the proposed project.
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(2) Identification of Bed Need and Addition of Beds

Only medical/sur gical/gynecological/addictions (" MSGA" ) beds and pediatric beds
identified as needed and/or currently licensed shall be developed at acute care general
hospitals.
(&) Minimum and maximum need for MSGA and pediatric beds are deter mined using the
need projection methodologiesin Regulation .05 of this Chapter.
(b) Projected need for trauma unit, intensive car e unit, critical care unit, progressive care
unit, and carefor AIDS patientsincluded in the M SGA projection.
(c) Additional M SGA or pediatric beds may be developed or put into operation only if:
(i) The proposed additional bedswill not cause the total bed capacity of the hospital
to exceed the most recent annual calculation of licensed bed capacity for the hospital
made pursuant to Health-General § 19-307.2; or
(if) The proposed additional beds do not exceed the minimum jurisdictional bed
need projection adopted by the Commission and calculated using the bed need
proj ection methodology in Regulation .05 of this Chapter; or
(iii) The proposed additional beds exceed the minimum jurisdictional bed need
projection but do not exceed the maximum jurisdictional bed need projection
adopted by the Commission and calculated using the bed need pr ojection
methodology in Regulation .05 of this Chapter and the applicant can demonstrate
need at the applicant hospital for bed capacity that exceedsthe minimum
jurisdictional bed need projection; or
(iv) The number of proposed additional M SGA or pediatric beds may be derived
through application of the projection methodology, assumptions, and targets
contained in Regulation .05 of this Chapter, as applied to the service area of the
hospital.

APPLICANT RESPONSE

This standard is not applicable to the proposed project.
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(3) Minimum ADC for Establishment of Pediatric
Unit

An acute car e general hospital may establish a new pediatric service only if the projected
aver age daily census of pediatric patientsto be served by the hospital isat least five
patients, unless:

(&) The hospital islocated more than 30 minutestravel time under normal driving
conditions from a hospital with a pediatric unit; or

(b) The hospital isthe sole provider of acute care general hospital servicesin the
jurisdiction.

APPLICANT RESPONSE

This standard is not applicable to the proposed project.
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(4) Adverse Impact

A capital project undertaken by a hospital shall not have an unwarranted adver se impact
on hospital charges, availability of services, or accessto services. The Commission will
grant a Certificate of Need only if the hospital documents the following:

(a) If thehospital isseeking an increasein rates from the Health Services Cost Review
Commission to account for theincrease in capital costs associated with the proposed
project and the hospital has a fully-adjusted Charge Per Casethat exceedsthe fully
adjusted average Charge Per Casefor itspeer group, the hospital must document
that its Debt to Capitalization ratio isbelow the averageratio for its peer group. In
addition, if the project involvesreplacement of physical plant assets, the hospital
must document that the age of the physical plant assets being replaced exceed the
Average Age of Plant for its peer group or otherwise demonstrate why the physical
plant assetsrequirereplacement in order to achieve the primary objectives of the
project; and

(b) If the project reducesthe potential availability or accessibility of a facility or service
by eliminating, downsizing, or otherwise modifying a facility or service, the
applicant shall document that each proposed change will not inappropriately
diminish, for the population in the primary service ar ea, the availability or
accessibility to care, including access for the indigent and/or uninsured.

APPLICANT RESPONSE

This standard is not applicable to the proposed project. In response to Part (a), AAMC did not
assume arate increase in the financial projections included in the application for the capital
project and there is no unwarranted impact on hospital charges related to this project. In response
to Part (b), AAMC is not reducing the availability or accessibility of any services.
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(5 Cost Effectiveness

A proposed hospital capital project should represent the most cost effective approach to
meeting the needsthat the project seeksto address.

(a) To demonstrate cost effectiveness, an applicant shall identify each primary objective
of its proposed project and shall identify at least two alter native approachesthat it
considered for achieving these primary objectives. For each approach, the hospital

must:

(i) Tothe extent possible, quantify the level of effectiveness of each
alternativein achieving each primary objective;

(i) Detail the capital and operational cost estimates and pr ojections
developed by the hospital for each alternative; and

(iii) Explain the basisfor choosing the proposed project and reecting
alter native approaches to achieving the project’s objectives.

(b) An applicant proposing a project involving limited objectives, including, but not
limited to, theintroduction of a new single service, the expansion of capacity for a
single service, or a project limited to renovation of an existing facility for pur poses
of moder nization, may addressthe cost effectiveness of the project without
undertaking the analysisoutlined in (a) above, by demonstrating that thereisonly
one practical approach to achieving the project’s objectives.

(c) An applicant proposing establishment of a new hospital or relocation of an existing
hospital to a new sitethat isnot within a Priority Funding Area as defined under
Title 5, Subtitle 7B of the State Finance and Procurement Article of the Annotated
Code of Maryland shall demonstrate:

(i)

(i)

(iii)

That it has considered, at a minimum, an alter native project site
located within a Priority Funding Area that providesthe most optimal
geographic accessibility to the population in itslikely service area, as
defined in Project Review Standard (1);
That it has quantified, to the extent possible, thelevel of effectiveness,
in terms of achieving primary project objectives, of implementing the
proposed project at each alter native project site and at the proposed
project site;
That it has detailed the capital and operational costs associated with
implementing the project at each alternative project siteand at the
proposed project site, with a full accounting of the cost associated with
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transportation system and other public utility infrastructure costs;
and

(iv)  That the proposed project siteis superior, in terms of cost
effectivenessto the alter native project site or siteslocated within a
Priority Funding Area.

APPLICANT RESPONSE

(8 AAMC isproposing aproject limited to asingle service. Therefore, the cost-effectiveness of
the project is addressed in (b), below.

(b) This project has the limited objective of the introduction of a new single service, cardiac
surgery, at AAMC.

In particular, this project will reassign the use of two existing operating rooms, ORs #15 and
#16, in AAMC's South Tower for cardiac surgery.® No changes in room size are necessary. They
will only require updates to the integrated video and audio system to meet the specific needs of
this surgery. These rooms are already part of the surgical services facilities which were designed
for the efficient flow of patient care from pre-operative through post-anesthesia care. The
existing surgical waiting areas, registration and pre/post-operative areas are close-by, can
accommodate the additional cases, and will remain unchanged.

Because the only practical approach to meet that objective is establishing a cardiac surgery
program, the analysis outlined in (a) above is not required. However, AAMC did consider the
following options in determining what operating rooms to utilize for the service:

1. Conversion of North Hospital Pavilion operating rooms#11 and #12 for cardiac surgery
use, one for emergency surgery and one for elective cases. This option required
deconstruction of both ORs, replacement of lights, booms and a new audio-video
integration system. Electrical, mechanical and lighting reviews for upgrades,
modernization of ORs, Automatic Building Control systems upgrades and the creation of
aperfusion room with storage were required.

This alternative was rejected as it was a more costly option then converting operating
rooms #15 and #16.

® The efficiency of the proposed conversion of existing operating rooms is described in more detail in the response
to Standard 11 below (Efficiency). An equipment list is attached as Exhibit 3(c) and a capital estimate is attached as
Exhibit 3(d).
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2. Conversion of North Hospital Pavilion Operating rooms #9 and #10 for cardiac surgery
use, one for emergency surgery and one for elective surgery. This option would require a
review and potential upgrade of e ectrical, mechanical and automated building control
systems Construction would be needed to expand the storage room between these spaces
for perfusion use. Additional anesthesia columns and equipment booms would need to be
added as well as additional monitors for the audio visua integration system.

This adternative was rejected since it is a more costly option with construction and
additional equipment needs. There would also be additional costs incurred to rel ocate
current service line surgeries performed in these rooms el sewhere.

3. Modification of an approved new cardiac catheterization lab to convert existing storage
space in the North Hospital Pavilion to a hybrid cardiac surgery OR; and use existing OR
# 12 for elective cardiac surgery cases. The cost of construction, equipment and the
additional costs to meet the heating, ventilation and air conditioning (HVAC)
requirements for a cardiac surgery OR were greater than the recommended alternative.

4. Building out a portion of the reserved second floor shell space was considered and
rejected. This aternative was rejected due to the project timing of the catheterization lab
project already in progress and the costs of additional construction and equipment for the
conversion to a hybrid room. The cost of building out two cardiac surgery ORs and
associated support spaces would be greater than the cost of repurposing existing ORs #15
and #16.

5. Thedesign decision that has been finalized for this application, the reassignment of ORs
15 and 16 for cardiac surgery, makes the best use of existing AAMC resources, requires
only modification rather than new construction, and is well-integrated with current
patient care processes. It is described in detail in Section 11 — Efficiency.

6. Doing nothing was considered and rejected. AAMC believes there is a community need
for AAMC to offer afull service cardiovascular program as documented in this
application in compliance with COMAR 10.24.17 of the State Health Plan. AAMC
provides both emergency and elective PCI through its waiver obtained from the Maryland
Health Commission (MHCC) and designation as a Cardiac Intervention Center by the
Maryland Institute for Emergency Medical Services Systems (MIEMSS) and isa
designated Cycle IV Chest Pain Center with PCI by the Society of Cardiovascular Patient
Care.

(c) AAMC is not proposing the establishment of a new hospital or the relocation of an existing
hospital. Therefore, section (c) of this question is not applicable.
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(6) Burden of Proof Regarding Need

A hospital project shall be approved only if thereisdemonstrable need. The burden of
demonstrating need for a service not covered by Regulation .05 of this Chapter or by
another chapter of the State Health Plan, including a service for which need is not
separ ately projected, rests with the applicant.

APPLICANT RESPONSE

This standard is not applicable to the proposed project.

The applicable chapter of the State Health Plan (COMAR 10.24.17) includes its own need
standard at COMAR 10.24.17.05(A)(6).
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(7) Construction Cost of Hospital Space

The proposed cost of a hospital construction project shall be reasonable and consistent with
current industry cost experiencein Maryland. The projected cost per squarefoot of a
hospital construction project or renovation project shall be compared to the benchmark
cost of good quality Class A hospital construction given in the Marshall Valuation Service®
guide, updated using Marshall Valuation Service® update multipliers, and adjusted as
shown in the Mar shall Valuation Service® guide as necessary for siteterrain, number of
building levels, geographic locality, and other listed factors. If the projected cost per square
foot exceedsthe Marshall Valuation Service® benchmark cost, any rate increase proposed
by the hospital related to the capital cost of the project shall not include the amount of the
projected construction cost that exceedsthe Marshall Valuation Service® benchmark and
those portions of the contingency allowance, inflation allowance, and capitalized
construction interest expenditurethat are based on the excess construction cost.

APPLICANT RESPONSE

The proposed cost of the hospital construction project is reasonable and consistent with current
industry cost experience in Maryland, as evidenced by the Marshall Valuation Service (MVYS)
analysis of construction costs for this project. Thisanalysisis set forth in Exhibit 3(b).
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(8) Construction Cost of Non-Hospital Space

The proposed construction cost of non-hospital space shall be reasonable and in line with
current industry cost experience. The projected cost per squarefoot of non-hospital space
shall be compared to the benchmark cost of good quality Class A construction given in the
Mar shall Valuation Service© guidefor the appropriate structure. If the projected cost per
squar e foot exceedsthe Marshall Valuation Service© benchmark cost, any rateincrease
proposed by the hospital related to the capital cost of the non-hospital space shall not
include the amount of the projected construction cost that exceedsthe Marshall Valuation
Service© benchmark and those portions of the contingency allowance, inflation allowance,
and capitalized construction interest expenditurethat are based on the excess construction
cost. In general, rateincreases authorized for hospitals should not recognize the costs
associated with construction of non-hospital space.

APPLICANT RESPONSE

This standard is not applicable to the proposed project.
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(9) Inpatient Nursing Unit Space

Space built or renovated for inpatient nursing units that exceeds r easonable space
standards per bed for the type of unit being developed shall not berecognized in arate
adjustment. If the Inpatient Unit Program Space per bed of a new or modified inpatient
nursing unit exceeds 500 squar e feet per bed, any rate increase proposed by the hospital
related to the capital cost of the project shall not include the amount of the projected
construction cost for the space that exceedsthe per bed square footage limitation in this
standard or those portions of the contingency allowance, inflation allowance, and
capitalized construction interest expenditure that are based on the excess space.

APPLICANT RESPONSE

This standard is not applicable to the proposed project.
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(10) Rate Reduction Agreement

A high-charge hospital will not be granted a Certificate of Need to establish a new acute
care service, or to construct, renovate, upgrade, expand, or moder nize acute car e facilities,
including support and ancillary facilities, unlessit hasfirst agreed to enter into arate
reduction agreement with the Health Services Cost Review Commission, or the Health
Services Cost Review Commission had deter mined that a ratereduction agreement is not
necessary.

APPLICANT RESPONSE

In the most recently published Reasonableness of Charge Comparison (Spring 2011), AAMC
was 0.695 below its peer group hospitals. In addition, AAMC negotiated a Global Budget
Agreement in April 2014 and was not identified by the HSCRC as being a high cost/high charge
hospital in need of arate reduction.
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(11) Efficiency

A hospital shall be designed to operate efficiently. Hospitals proposing to replace or expand
diagnostic or treatment facilities and services shall:

(a) Provide an analysis of each changein operational efficiency projected for each
diagnostic or treatment facility and service being replaced or expanded, and
document the manner in which the planning and design of the project took
efficiency improvements into account; and

(b) Demonstrate that the proposed project will improve operational efficiency when the
proposed replacement or expanded diagnostic or treatment facilitiesand services
are projected to experience increasesin volume of services delivered; or

(c) Demonstrate why improvementsin operational efficiency cannot be achieved.

APPLICANT RESPONSE
(a) Analysisof Change and (b) Improvement of Operational Efficiency

No existing serviceis being replaced or expanded, however AAMC’ s facility design for cardiac
surgery is based on efficiency and functionality. It integrates with the current work flow for
patients, physicians, clinical staff, support staff and supply management. The proposed facility
will be state of the art and include the following efficiency and performance features:”

2" Floor - Operating Rooms

This project will reassign the use of two existing operating rooms, ORs #15 and #16, in AAMC’s
South Tower for cardiac surgery. No changes in room size are necessary. They will only require
updates to the integrated video and audio system to meet the specific needs of this surgery. These
rooms are already part of the surgical services facilities which were designed for the efficient
flow of patient care from pre-operative through post-anesthesia care.

The existing surgical waiting areas, registration and pre/post-operative areas are close-by, can
accommodate the additional cases, and will remain unchanged.

Trauma Elevator

" While this question is not applicable because AAMC is not seeking to “replace or expand” aservice, but instead is
creating a new service, this responseis presented to outline the efficiencies associated with the project.
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The existing dedicated trauma elevator is appropriately sized for transport of cardiac patients and
will not require any modifications for this project. The trauma elevator serves the Emergency
Department on the first floor, the Surgical Suite on the second floor, the Critical Care Unit on the
third floor, and the helipad located on the seventh floor of the North Hospital Pavilion.

3'Y Floor - Critical Care Unit and Surgical I ntensive Care Unit

No modifications to the room size/footprint are necessary to support post cardiac surgery
patients. The critical care rooms are located on the third floor of the North Hospital Pavilion and
arein direct proximity to the trauma elevator. In addition, the Surgical Intensive Care Unit
(SICU), which opened in 2014, has capacity for post-op cardiac surgery patients.

The current critical care rooms are all private with ancillary support spaces |ocated within close
proximity. Each room has adequate medical gases, emergency power and equipment booms to
handle high acuity patients.

The nursing support area consists of decentralized nursing acoves, pneumatic tube stations,
medication and supply rooms that are in close proximity to the dedicated cardiovascular rooms.

4" Floor - Heart & Vascular Unit

The Heart and Vascular unit is on the fourth floor of the North Tower with all private patient
rooms and appropriate clinical and non-clinical support areas. No physical changes are needed to
support cardiac surgery patients. It iswell-suited to be a step-down unit for post-operative
cardiac surgery patients.

Ancillary Services

There are no identified physical or operational changes needed to support the cardiovascul ar
surgical program at thistime.

AAMC believes that the aforementioned outlined utilization of existing spaces isthe most
efficient method of instituting this new service.

(C) Operational Efficiency

Not Applicable
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(12) Patient Safety

Thedesign of a hospital project shall take into account patient safety into consideration
and shall include design featuresthat enhance and improve patient safety. A hospital
proposing to replace or expand its physical plant shall provide an analysis of patient safety
featuresincluded in each facility or service being replaced or expanded, and document the
manner in which the planning and design of the project took patient safety into account.

APPLICANT RESPONSE

In keeping with its longstanding commitment to patient safety, AAMC’s plan for the project
includes state-of-the-art design features that will maximize the safety of the cardiac surgery
program.

AAM C’s Commitment to Safety

AAMC has been recognized as aleading organization for patient safety:

() In the field of surgery, AAMC was ranked in the top ten hospitals nationwide in 2013
by Consumer Reports for surgical safety.

(i)  The MPSC has given AAMC’s Medical-Surgical Unit a Circle of Honor Award for
its reduction in catheter-associated urinary tract infections.

@iii)  AAMC’'s"“4-PTS’ hotline has been recognized by the Maryland Patient Safety Center
asamodel for the reporting of patient safety issues by hospital staff.®

(iv)  TheMaryland Patient Safety Center selected AAMC as the 2015 Minogue Award for
Patient Safety Innovation for Patient and Family Centered Inpatient White Boards:
Engaging Patients and Familiesin Their Care.

(v) The Maryland Patient Safety Center also awarded AAMC two Circle of Honor

Awards for Management of Medication Reconciliation and Effective Fall Reduction
in Inpatient Oncology Unit.

This recognition grows from a systematic AAMC initiative, begun in 2000, to redouble efforts to
identify and systematically eliminate safety risks for patients. The initiative has since grown into
an integrated set of programs that cross multiple disciplines and departments such as nursing,
medical, pharmacy, ancillary services, bioengineering, and environment of care.

Design Features M aximizing Patient Safety

8 Under this model, any staff member may report, and al reports are investigated, resulting in numerous system-
based improvementsin patient safety.
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AAMC will implement a number of design featuresto make AAMC'’s cardiac surgery safe:

() Safety-Oriented Nursing M odel
AAMC's established nursing model —to be extended to the project - emphasi zes patient bedside
care. Under the model, all patient spaces have been standardized according to patient type and
acuity. The nursing staff uses communication areas, bedside computers, and workstations outside
the patient room to make electronic medical record entries, in lieu of the older, more traditional
centralized nursing approach.

(i)  Visbility of Patientsto Staff

The units on the two floors dedicated to the project are designed to maximize visibility of
patients from caregiver work areas with central corridors and decentralized caregiver work areas
that facilitate keeping staff immediately accessible to patient rooms.

Decentralized supply pods keep medications, nourishment and suppliesin immediate vicinity of
patient rooms, improving efficiency and allowing staff to spend more time with patients.

(ili)  Electronic Medical Record and Technology Integration

AAMC successfully uses advanced information technology in the clinical setting. AAMC
implemented EPIC, its house-wide clinical information system in December 2009 and has
continued to evolve. Computerized physician order entry (CPOE) has been implemented and is
used by all physicians.

The project's design will incorporate AAMC's information technology into the clinical activities
necessary to support patient safety. The project will fully integrate physiological monitoring, 1V
pumps and ventilators into a comprehensive communication system (with nurse call and wireless
phones) to notify care providers of alarms and alerts for immediate response, all the while
capturing the datain the patient’s electronic medical record (EMR).

These features have dramatically improved caregiver response, ensuring patient safety.

Wireless technology was introduced in 1999 throughout the clinical departments. There are
computers in workstations or workstations on wheels (WOWSs) between every two patient rooms
aswell as mobile wireless laptops on every unit. Improvements in patient care are achieved with
timely access to data by multiple caregivers simultaneously, point of care data entry to
accomplish real time documentation, integration of hemodynamic values, vital signs and
ventilator data into the documentation system. Patient privacy and confidentiality are maintained
through comprehensive privacy and security policies and procedures implemented in compliance
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with Health Insurance Portability and Accountability Act (HIPAA).® AAMC utilizes software
whichisinstalled on al 1V pumps and monitors the exact dose and administration of medication
in each patient’s IV. This technology offers significant improvement in the reduction of
medication errors.

AAMC has along history of utilizing clinical information systems throughout its physical
footprint to improve patient safety and coordinate care. Those capabilities have included full
nursing documentation, automating the medication administration process with bar-coding and
medication distribution, (PY X1S) technologies for drug distribution, integrated nurse call
wireless communication systems and full automation of ancillary departments delivering lab and
radiology results into the EMR.

In the fall of 2008, AAMC launched a project to fully integrate al care processes through
automation. The primary objective for this change in clinical computing was to automate
physician care processes and deliver a closed-loop medication process (order to dispense to
administration). With EPIC, nursing and the support ancillaries continue to be fully automated,
and physicians now enter orders directly into the system (CPOE) and document many of their
notes electronically. Patient safety is thereby improved by complete automation of most clinical
processes, more complete and ready access to relevant clinical information by al caregivers and
enhanced clinical decision support for all caregivers.

(iv)  Noise Reduction

AAMC has made noise reduction a priority. Patients, visitors and groups from other hospitals
touring the facility often comment on the quietness of the facility and patient units. AAMC has:

a. Installed carpet, when appropriate, to reduce sound in common areas (corridors,
caregiver work areas, etc.).

b. Constructed partitions for patient rooms from the underside of the floor deck
above, insulating them to eliminate the transmission of sound.™

c. Placed sound absorptive panels and electronic white noise in areas that tend to be
noisy (i.e. central caregiver work areas).

d. Isolated noise-generating equipment (i.e. ice makers) to rooms and closets
whenever possible.

° Clinical automation at AAMC is supported by appropriate access and security mechanisms. Accessis provided by
both wired (including devices in patient rooms where appropriate) and wirel ess technol ogies (both Workstations on
Wheels and tablets). The current density of devices available for clinica uses ranges from two to three devices per
user.

191 addition to creating a quiet environment, the partitions help protect patient privacy, which is an important
consideration in connection with HIPAA regulations.
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e. Minimized overhead paging, replacing it with vibrating mobile devices, such as
pagers and mobile phones.

f. Placed appropriate wheels on rolling equi pment and carts to reduce sound
generated by moving the equipment.

(v) Room Design for Vulnerable Patients

The cardiac surgery program will use rooms that maximize safety for vulnerable patient groups.
Private rooms are to be used because multi-patient rooms and spaces are disruptive and often
negatively stimulate vulnerable patients, as well as disrupt sleep patterns. Rooms are adequately
sized to provide appropriate space for patients, caregivers, family and equipment. Toilet rooms
are directly accessible from bedside.

The configuration of patient rooms facilitates patient transport during emergencies. Patients and
equipment do not have to be transported through the narrow al cove adjacent to toilets often
found within industry standard patient rooms. Private rooms and treastment spaces promote better
infection control and reduce possibility of medications being administered to the wrong patient.

Organization of equipment and configuration of headwalls reduces the number of cords, wiring,
and tubes which touch the floor and often result in atripping hazard. Patient rooms and treatment
spaces are sized, when appropriate, to facilitate resuscitation in connection with patient codes.

(vi) Efficient Use of Staff Time

AAMC has optimized a decentralized layout of the patient rooms/units for the project to
minimize (1) caregiver response time to patient needs and emergencies, (2) caregiver fatigue,
and (3) caregiver time spent on tasks other than direct patient care. In particular:

a Caregivers are stationed near their patients.

b. Suppliesand other needed items are in close proximity to caregivers and patients.

c. Distancesthat caregivers need to routinely travel during the course of a shift are
minimized. For instance, central functions which must be shared by an entire unit
(e.g. nursing station, clean/soiled utility, and nourishment) are located in the center of
the unit, and distances to elevators are minimized by also having themin a core at the
center of the unit.

d. Four computerized tube transport systems with security lock transport per floor
reduce the need for hand delivery and alow for the secure transport of drugs for
patients directly from the pharmacy to the caregiver.

e. Nursing documentation stations have been designed with chairs allowing staff to sit.
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AAMC s initiativesin information technology, physical plant optimization, and workflow
management have earned AAMC a strong reputation for patient safety and provide a solid
foundation for the project.
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(13) Financial Feashility

A hospital capital project shall befinancially feasible and shall not jeopardize the long-
term financial viability of the hospital.

(a) Financial projectionsfiled as part of a hospital Certificate of Need application must
be accompanied by a statement containing each assumption used to develop the
proj ections.

(b) Each applicant must document that:

(i) Utilization projections are consistent with observed historic trendsin use of
the applicable services(s) by the service area population of the hospital or
State Health Plan need projections, if relevant;

(if) Revenue estimates ar e consistent with utilization projections and are based
on current chargelevels, rates of reimbursement, contractual adjustments
and discounts, bad debt, and charity care provisions, as experienced by the
applicant hospital or, if a new hospital, the recent experience of other similar
hospitals;

(iii)Staffing and overall expense projections are consistent with utilization
projections and ar e based on current expenditurelevels and reasonably
anticipated future staffing levels as experienced by the applicant hospital, or,
if a new hospital, therecent experience of other similar hospitals; and

(iv) The hospital will gener ate excessrevenues over total expenses (including debt
service expenses and plant and equipment depreciation), if utilization
forecasts are achieved for the specific services affected by the project within
fiveyearsor less of initiating operationswith the exception that a hospital
may receive a Certificate of Need for a project that does not gener ate excess
revenues over total expenses even if utilization forecasts are achieved for the
services affected by the project when the hospital can demonstrate that
overall hospital financial performance will be positive and that the services
will benefit the hospital's primary service area population.

APPLICANT RESPONSE
The proposed project is financially feasible. It is forecasted to generate a positive margin in
program years 2 and 3 (FY 2017-2018). Even if the project is not immediately margin-positive,
supporting the project would not threaten the financial viability of AAMC.

The following section presents the basis for utilization projections, revenue estimates, staffing
models, and expense projections contained in the financial tables for this CON application.
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(b)(i) Volume projections

Volume projections are defined by adult cardiac surgery discharges, based on procedure codes
defined in Maryland regulations for Specialized Cardiac Services. AAMC projected its cardiac
surgery discharges based on projected use rates for the defined service area and based on
AAMC's target market share for cardiac surgery in the defined service area. These projections
are consistent with the following trends, which are described in more detail in the response to
COMAR 10.24.17.05(A)(1) — Minimum Volume Standard — and summarized below:

AAMC's strong, existing cardiac care program — AAMC medical staff recommends
cardiac surgery to a sufficient volume of its current inpatient and outpatient cardiac
patients to support the project. AAMC'’s current base of affiliated cardiologists generates
the volume to support a cardiac surgery program of greater than 200 cases.

Johns Hopkins Partnership — AAMC is developing the project in collaboration with JHM.
AAMC expects, as reflected in the letters of support for this application, that JHM
clinicians, (Appendix 3 — Letters of Support) who now treat patients from the service area
to JHH, will choose to perform cardiac surgery at AAMC for a substantial portion of
those patients.

Volume growth in service area - Need in the AAMC's service area has grown
notwithstanding statewide use rate trends. Between CY 2012-2013, adult cardiac surgery
volume in each of AAMC'’s subregions grew considerably, reflecting population growth
rates, the aging of this population, and the plateauing of use rates.
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Sources:

Chart 1
Number of Adult Cardiac Surgery Discharges

CY 2012 CY 2013 % Growth
Anne Arundel 444 513 15%
County
4 Midshore 130 178 37%
Counties
Prince George's &
Calvert Counties: 216 254 17%
AAMC Segments
Total 790 945 20%

(1) HSCRC Discharge Abstracts
(2) DCHA Discharge Database

Expectations for reducing outmigration — In CY 2013, atotal of 339 cardiac surgery cases
from this region (or, 36% of discharges) were served at the Washington Hospital Center.
AAMC expects to redirect more than 200 cases now treated at Washington, DC hospitals
to AAMC'’s new program; volume projections are based on the assumption that patients,
physicians, and payers will drive this change based on the preference for continuity of
care, proximity to home, access to surgeons from JHM, and greater affordability of the
program at AAMC.

Second order effects — AAMC expects to retain more patients in its service area as
AAMC builds the program’s reputation and clinician relationships. In particular, AAMC
expects to treat patients who currently do not come to AAMC for PCI or other cardiac
services due to AAMC's lack of a cardiac surgery program. This expectation is
reasonable, since AAMC'’s speciaty surgical programs provides evidence that AAMC
captures significant market share for its specialty programs.

Case mix and utilization per discharge: Assumptions

The financia projections assumed a case mix comparable to cardiac surgery programs at non —
academic medical centersin Maryland.

The fundamental premise is that the mix of cases aa AAMC and the utilization patterns
accompanying this volume will be comparable to the FY 2014 utilization profile at other non-
academic medical centersin Maryland for cardiac surgery cases. Based on a composite profile of
al adult cardiac surgery cases at non-academic medica centers in Maryland, the following
volumes by APR-DRG were assumed:
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Chart 2
Number of Transfers

APR-DRG  Description 2017 2018 2019
4 Tracheostomy W Long Term Mechanical Ventilation W Extensive Procedure 3 4 4
162 Cardiac Valve Procedures W Cardiac Catheterization 23 32 37
163 Cardiac Valve Procedures W/O Cardiac Catheterization 60 84 97
165 Coronary Bypass W Cardiac Cath Or Percutaneous Cardiac Procedure 91 127 146
166 Coronary Bypass W/O Cardiac Cath Or Percutaneous Cardiac Procedure 64 90 103
Total 241 337 387

Current Inpatient Transfer Cases from AAMC 179

Transfers as a percentage of projected volume 74%

For each APR-DRG listed above, AAMC is assumed to have the same utilization profile by
HSCRC rate center as is documented for cardiac surgery patients at non-academic medical
centersin Maryland. This produced the following assumptions for financial projections:

e Average length of stay = 8.5 days
e CMI=342

(b)(ii) Revenue estimates

Anne Arundel’ s charge per case for cardiac surgery is derived from its average charge per case at
a CMI of 1.0 ($10,962) and the average case mix of hon-AMC OHS providers (3.4209) as
$37,501:

$37,501 = $10,962 * 3.4209

In addition, projected incremental revenue was reduced for the impact of cases currently
transferred from AAMC to other hospitals, cases which are expected to remain at AAMC and
convert to cardiac surgery cases at AAMC.

The revenue projections assume that AAMC's GBR will be adjusted for incremental volume
related to the project (incremental cardiac surgery revenue less transfer cases) at an 85% variable
cost factor for the first three years of the project.

Deductions from revenue are estimated to be 15.3% based on AAMC'’s actual experience for
regulated services year to date in FY 2015. These deductions include uncompensated care,
contractual alowances, and assessment payments.
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(b)(iii) Staffing Model

Expenses reflect staffing models that were prepared by AAMC clinicians and administrators in
consultation with cardiac surgery programs at other community hospitals in Maryland, and
supported by “benchmark information” provided by consultants working in the area of cardiac
services planning.

Chart 3
Staffing Projections
FY17 FY18 FY19

Administration

Management 0.5 0.5 0.5
Direct Care Staff

Physician Assistant 1.1 1.1 1.1

RN 18.0 20.6 21.7
Support Staff

Technical 10.2 11.5 12.3

Professional 0.5 0.5 0.5

Total FTEs 30.4 34.2 36.2

(b)(iv) Expense projections

Sdlary assumptions for hospital staff were based on AAMC's current salary structure, by
position. Fringe benefits were assumed to be 19.4% based on FY 2014 actual experience.

AAMC has partnered with Johns Hopkins Hospital in the delivery of cardiac surgical services.
JHH will provide cardiac surgeon and perfusionist coverage through this partnership.

Other expense projections were prepared by AAMC clinicians and administrators in consultation
with cardiac surgery programs at other community hospitals in Maryland and with “benchmark
information” provided by consultants working in the area of cardiac services planning.

Consistent with revenue assumptions, incremental expenses related to cardiac surgery cases were
reduced for the variable costs related to those transferred cardiac surgery cases which will
become cardiac surgery cases of AAMC.

The resulting net operating expense for FY 2017, 2018 and 2019 is $6,945,043, $8,010,222, and
$8,473,780, respectively. Please see Table J.
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Capital costs and depreciation

AAMC will be funding the capital costs associated with the project out of existing cash reserves.
AAMC will incur $2.5 million in capital costs which will be depreciated as follows:

Chart 4
Capital Costs
Capital Depr. Annual
Costs Life (yrs) Depr. Exp.
Renovations $451,000 20 $22,550
Equipment 2,049,381 7 292,769
Total $2,500,381 7.93 $315,319

Overall financial performance

AAMC is projected to generate revenues in excess of tota expenses including incremental
depreciation by Year 2 of the new program. The resulting income (loss) from operations for FY
2017, 2018 and 2019 is ($1,504,222), $15,755, $871,330, respectively. Please see Table J.
AAMC currently has a positive operating margin and is projected to maintain a positive
operating margin including Y ear 1 of the new program and throughout the projection period.
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(14) Emergency Department Treatment Capacity and
Space

(a) An applicant proposing a new or expanded emer gency department shall classify
service aslow range or high range based on the parametersin the most recent
edition of Emergency Department Design: A Practical Guideto Planning for the
Future from the American College of Emergency Physicians. The number of
emer gency department treatment spaces and the departmental space proposed by
the applicant shall be consistent with therange set forth in the most recent edition of
the American College of Emer gency Physicians Emer gency Department Design: A
Practical Guide to Planning for the Future, given the classification of the emergency
department aslow or high range and the projected emer gency department visit
volume.

(b) In developing projections of emergency department visit volume, the applicant shall
consider, at a minimum:

(i) Theexisting and projected primary service areas of the hospital, historic
trendsin emergency department utilization at the hospital, and the number
of hospital emer gency department service providersin the applicant's
primary service aress,

(if) Thenumber of uninsured, underinsured, indigent, and otherwise
under served patientsin the applicant's primary service area and the impact
of these patient groups on emer gency department use;

(iii)Any demographic or health service utilization data and/or analysesthat
support the need for the project;

(iv)Theimpact of effortsthe applicant has made or will make to divert non-
emer gency cases from its emergency department to more appropriate
primary careor urgent care settings,

(v) Any other relevant information on the unmet need for emer gency
department or urgent careservicesin the service area.

APPLICANT RESPONSE

This Standard is not applicable to the proposed project.
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(15) Emergency Department Expansion

A hospital proposing expansion of emergency department treatment capacity shall
demonstrate that it has made appropriate efforts, consistent with federal and state law, to
maximize effective use of existing capacity for emergent medical needs and has
appropriately integrated emergency department planning with planning for bed capacity,
and diagnostic and treatment service capacity. At a minimum:

(a) Theapplicant hospital must demonstrate that, in cooperation with its medical staff,
it has attempted to reduce use of its emergency department for non-emer gency
medical care. Thisdemonstration shall, at a minimum, addr ess the feasibility of
reducing or redirecting patients with non-emergent illnesses, injuries, and
conditions, to lower cost alternative facilities or programs;

(b) The applicant hospital must demonstrate that it has effectively managed its existing
emer gency department treatment capacity to maximize use; and

(c) Theapplicant hospital must demonstrate that it has consider ed the need for bed and

other facility system capacity that will be affected by greater volumes of emer gency
department patients.

APPLICANT RESPONSE

This Standard is not applicable to the proposed project.
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(16) Shell Space

Unfinished hospital shell spacefor which thereisnoimmediate need or use shall not be
built unlessthe applicant can demonstrate that construction of the shell spaceis cost
effective.

APPLICANT RESPONSE

This Standard is not applicable to the proposed project.

67



COMAR 10.24.17 — Cardiac Surgery Standards
.04 Commission Program Policies

A. Consideration of New Programs - (1) Cardiac Surgery
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(b) Population-Based Budget Agreement

A hospital shall have a population-based budget agreement, a total patient revenue
agreement, or a modified charge per episode agreement with the Health Services Cost
Review Commission before a hospital’s CON application to establish a cardiac surgery
program will be docketed.

APPLICANT RESPONSE

A copy of AAMC'’s Global Budget Agreement is available at:

http://www.hscrc.state.md.us/documents/gl obal -budgets/ Gl obal -Budget-Revenue-A greement-
AAM_C.pdf
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(c)Existing PCI Intervention Program

A hospital shall have provided both primary and elective PCI servicesfor at least three
years beforefiling an application for a CON to establish cardiac surgery services.

APPLICANT RESPONSE

A. Overview

AAMC has provided both primary and elective percutaneous coronary intervention (PCI)
services for more than three years before filing this application and has established a high
quality, high volume, and robust PCI program in less than fifteen years. Not only is AAMC one
of the highest volume CPORT programs in the state of Maryland, it has exemplary door to
balloon times ranking it among the best programs.

AAMC has been at the forefront of PCl expansion in Maryland. The AAMC program for
emergency care of the ST Elevation Myocardial Infarction (STEMI) patient began in 2001 under
the innovative Cardiovascular Patient Outcomes Research Team (CPORT) study. CPORT
reflected research showing that timely, emergent care for acute STEMI patients saves lives. In
2008, AAMC joined the CPORT-E study, which was a multi-state, multi-site clinical trial. That
study ultimately found that elective (non-primary) PCI could be performed safely under certain
conditions and regulations at hospitals without on-site cardiac surgery.

Apart from its outstanding performance in PCI procedures, in FY 2014, The Heart and Vascular
Institute at AAMC saw 20,000 patients. In addition, the hospital performed more than 1,000
cardiac catheterizations and 500 electrophysiology procedures. These high volumes and long-
standing history of participation in CPORT distinguish AAMC among the busiest and most
outstanding cardiac programs in the state of Maryland.

AAMC holds multiple certifications for cardiac services. The Cardiac Catheterization Labs at
AAMC holds the Society of Cardiovascular Patient Care (SCPC) Certification and a Certificate
of Ongoing Performance by the State of Maryland for its elective or non-primary catheterization
program. AAMC aso holds a waiver from the State of Maryland to perform STEMI procedures
on an emergent basis. The hospital is also a designated Cardiac Intervention Center (CIC)
designated by the Maryland Institute for Emergency Medical Services Systems (MIEMSS); is
actively involved in Regions 3, 4, and 5; has representation on the Region 5 quality committee of
MIEMSS, and works with the area EM S to support education and quality.

AAMC currently operates a strong cardiac care program incorporating primary PCI, elective
PCI, and cardiac catheterization.

B. The PCI Team

AAMC has built ahighly regarded cardiac care team.
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Dr. Jerome Segal is Medica Director of the AAMC Heart Institute (See Exhibit 4(k) for CV) and
Dr. Jonathan Altschuler is Medica Director for the Cardiac Catheterization Labs (See Exhibit
4(a) for CV). Dr. Sega has more than 20 years of experience in treating cardiovascular disease
and has authored numerous scholarly articles in cardiology. He holds an academic appointment
as Clinical Professor of Medicine at George Washington University and is Board-certified in
cardiovascular disease, internal medicine, and interventional cardiology. Dr. Altschuler is Board-
certified in interventional cardiology, cardiovascular disease, and internal medicine.

Day-to-day operations are managed by a Clinical Director and Cardiac Program Coordinator.
The staff is comprised of registered nurses and cardiovascular radiological technologists who
specializein the services provided in the Cardiac Catheterization Labs.

C. Facilities and Services

The Cardiac Catheterization Labs at AAMC are available 24 hours a day, seven days a week.
The staff visualize and detect heart conditions that can lead to life-threatening heart attacks. The
staff also treat patients in the throes of myocardial infarctions. These latter interventions are done
on an emergency basis for STEMI patients according to strict standards of Maryland, the
American College of Cardiology, and the American Heart Association.

The chart below presents the volumes and outcomes of the STEMI Door to Balloon percentage
for AAMC during calendar years 2013 and 2014.

Chart5
STEMI Door to Balloon Time
Y ear Volume % <90 min % < 60 min Months at 100%
2013 157 93% 71% 5
2014 165 96% 63% 7

Internal STEMI data shows that AAMC performed 157 emergency cases in CY 2013, with 93%
of these cases performed within 90 minutes (door to balloon time), and 71% within 60 minutes.
For five months in 2013, AAMC performed 100% of emergency casesin less than 90 minutes. In
2014, 165 patients were cared for on an emergency basis with 96% of them having a door to
balloon time less than 90 minutes and 63% in less than 60 minutes. For seven months in 2014,
AAMC performed 100% of cases in less than 90 minutes. The excellent door to balloon times
rank AAMC among the top quartile in the state of Maryland.

AAMC began providing Cardiovascular Patient Outcomes Research Team — Elective

Angioplasty (CPORT E) services in 2009. In this protocol, hospitals provide e ective angiopl asty

without cardiac surgery backup. The CPORT-E research study was completed in April 2011.

AAMC now provides this service under a Certificate of Ongoing Performance issued by the

Maryland Hedthcare Commission. In addition, the AAMC Cah Lab staff performs
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electrophysiological (EP) studies for patients with atrial fibrillation and ventricular arrhythmias
in order to correct defects within the heart’s electrical system.

Specific servicesinclude:

e Diagnostic cardiac catheterization for patients who, have documented evidence of
significant cardiac ischemia on stress tests or patients who are symptomatic and have a
very high probability of significant coronary artery disease based on other risk factors.

e Cardiac catheterization for patients who need interventional care such as balloon
angioplasty or stents.

e Defibrillator insertion to those at high risk for sudden cardiac death.

e Pacemaker insertion for those with bradycardia and arrhythmias.

e Transesophogeal echo (TEE) studies for those in need of a cardioversion to minimize the
release of clots.

e Cardioversionsfor arrhythmias.

e Tilt table studies for patients with syncope issues.

e Electrophysiologica (EP) studies for patients with atrial fibrillation in order to ablate the
culprit area.

e Timely emergency treatment by interventional means for patients having heart attacks.

AAMC has two complete cardiac catheterization laboratories. Both are dual-function and may be
utilized for PCI and EP procedures.

Cardiovascular Interventional Servicesat AAMC are available 24 hours per day, 7 days per
week. The Cardiac Catheterization Laboratory (CCL) interventional suites are located in the
Acute Care Pavilion on the 2nd floor near the operating rooms, one floor above the ED and one
floor below the CCU. The CCL employs atotal of 6 nurses, and 8 radiologic technologists (RT).
RN’swho work in the CCL, are licensed by the Maryland Board of Nursing, competent in
moderate sedation, and are CPR and ACLS certified. They provide direct and indirect patient
care and are expected to demonstrate clinical nursing knowledge and skill related to
cardiovascular procedures while applying the nursing process supporting the Patient Centered
Family Focused model of care. AAMC technologists are certified in diagnostic radiography by
the American Registry of Radiology Technologists and are aso certified in CPR and ACLS.
They perform radiographic procedures with demonstrated ability to apply current radiol ogical
knowledge and skill. All staff members perform their duties while also being conscientious of
radiation safety to allow only minimal amount of radiation exposure to themselves and their
patients.

The addition of athird room will support the primary purpose of the STEMI program and the
growing volume of EP services without compromising the needs of the community. The addition

72



of high-quality, state-of-the-art technology enables our physicians to work with improved image
clarity. Thistechnology alows AAMC to expand the number of procedures, improve quality and
further decrease the length of the procedures and radiation exposure to patients and staff from
those procedures. Construction of the third lab is expected to be completed by late spring 2015.

Utilization
Since 2002, AAMC has provided STEMI procedures to more than 1,500 patients.

Volumes over the past two calendar years have increased in dmost every area of the cardiac cath
lab. Cardiac catheterizations have grown by 20% and electrophysiological studies and device
insertions have grown by 71% since 2012. Asindicated above, the emergency cases continue to
grow, reflecting community partnerships and increased awareness about early heart attack care.

Chart 6
STEMI Procedures
Y ear Cardiac Caths Primary PCls Elective PCls EP
2014 1052 165 243 487
2013 990 157 225 474
2012 873 128 230 284
1200
1000
800
600
400
. I I I I
o 11
Cardiac Cath Primary PCI Elective PCI

2012 m2013 m2014

AAMC foresees an increase in the number of patients requiring cardiac catheterization over the
next five to ten years. This projection is based on general population growth in its service area as
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well asthe aging of the population (heart disease being the primary cause of death for those aged
65 and ovey).
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(d) Most Recently Approved Program

A new cardiac surgery program will only be considered in a health planning region if the

most recently approved program in the health planning region has been in operation for at
least three years.

APPLICANT RESPONSE

Commission staff have confirmed that this criteriais met.
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.05 Certificate of Need Review Standards for Cardiac
Surgery Programs
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(1) Minimum Volume

An applicant proposing establishment or relocation of cardiac surgery services shall
document that the proposed cardiac surgery program will meet the following standards:

(a) For an adult cardiac surgery program, demonstrate the ability to meet a projected
volume of 200 car diac surgery casesin the second full year of operation; the program shall
attain a minimum annual volume of 200 car diac surgery cases by the end of the second
year of operation.

APPLICANT RESPONSE
AAMC’s proposed program will meet and exceed the applicable minimum volume requirements
for cardiac surgery programs. The following section presents volume projections for program

years 1-3 (FY 2017-2019) and the evidence to support these volume projections.

(a) Minimum Volume Standard

AAMC projectsthat its new cardiac surgery program, to begin operation in FY 2017, will
significantly exceed the minimum volume standard of 200 cases by the end of Year 1 of program
operation. The program will achieve the following performance levelsin itsfirst three years of
operation:

Chart 7
Adult cardiac surgery
Projected case volume at AAMC
Program Years 1-3
FY2017-2019

FY 2017 FY 2018 FY 2019
Projected Projected Projected
Volume  Volume  Volume
Total Projected Adult Cardiac Surgery Volumeat AAMC
241 337 387
(# dischar ges)
Service Area Volume at AAMC 223 312 356
Out of Area Volume at AAMC 18 25 31
Service Area: Total Projected Market 896 888 883
AAMC Cardiac Surgery Market Share 25% 35% 40%
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These projections were based on multiple anal yses (“ supporting analyses’), each of which
supports the assumptions that AAMC will far exceed 200 cases by the end of Year 1 and will
maintain a cardiac surgery program of significantly greater than 200 cases going forward. These
analyses examined the four major factors expected to impact program volume:

#1 Cardiac surgery need of inpatients and outpatients currently treated at AAMC,;

#2 Volume shifts from the JHH to AAMC as afunction of the collaborative AAMC-
JHM cardiac surgery program at AAMC;

#3 Cardiology market share growth at AAMC and referral redirection anticipated with a
new program at AAMC; and

#4 Cardiac surgery use rates for the service area population.™

AAMC critically examined these factors through the anal yses described bel ow, producing the
following evidence and conclusions:

Conclusion 1: AAMC expects to exceed the 200 case volume standard by the end of Year 1
based largely on (a) existing clinician relationships and (b) existing inpatient and outpatient
hospital volume.

(a) Existing Relationships

Supporting analysis (a): Clinicians from AAMC conducted discussions with cardiol ogists from
six cardiology practices affiliated with AAMC to document the number of cardiac surgery
referrals that were made this past year from these practices and estimate the percentage of cases
these clinicians expect to refer to a new program at AAMC (estimates were provided at the
individual clinician level, where possible).

Findings: AAMC’s current base of affiliated cardiologists generates the volume to support a
cardiac surgery program of greater than 200 cases, even after the projected use rate factor has
been applied. Clinicians indicated that they would begin to refer cardiac surgery cases to
AAMC’s new program initsfirst year of operation. Clinicians also provided estimates of cardiac
surgery referrals based on the most recent practice year. These volumes are documented bel ow.
The sum total of these estimates represents a “base volume projection” for AAMC’s new cardiac
surgery program, asthis referral base of clinicians exists even before further growthin

1 projected use rate is calculated based on the six year average annual rate of volume change, consistent with
MHCC projections, as further described in subsection (d) of this response.
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cardiology market share has occurred or further clinician relationships have been formally

structured.
Chart 8
“Base Volume Projection:” Volume from Existing Referral Sour ces
Tota Projected AAMC Estimated AAMC Projected
Practice Referral g2 Share Volume
AAMC-affiliated
Cardiology Practices | FY 2014 | FY FY FY FY FY FY FY FY FY
Cases | 2017 2018 2019 | 2017 2018 2019 | 2017 2018 2019
AAMC Cardiology 105 | 100 98 98 | 90% 90% 90% | 91 88 88
Specialists
Annapolis
Cardiology 105 | 100 98 98 | 90% 90% 90% | 91 88 88
Consultants, LLC.
Chesapeake Cardiac 27 2% 25 25 |50% 75% 75% | 13 19 19
Care, PA.
Bay Cardiology 10 10 9 9 5% 90% 90% 7 7 7
Chestertown 55 53 51 51 | 25% 50% 50% | 13 26 26
Cardiology
Cardiology 120 | 115 112 112 | 50% 75% 75% | 57 84 84
Associates
Total, 6 practices 422 | 406 395 393 | 67% 79% 79% | 272 312 312

only

[1] Estimated based on 12 cardiologists in full time clinical practice @ 10 cases per physician per year

[2] Projections based on FY 2014 cases, adjusted for projected changein service area discharges

(b) Existing Volume at AAMC

Supporting analysis (b): Clinicians at AAMC completed an internal case review to document the
number of hospital transfers and referrals for cardiac surgery arranged for hospital patients
originating at AAMC during FY 2014. This represents the “existing cardiac surgery base” at

AAMC.
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e AAMC clinicians and administrators reviewed the case records of al inpatient and
outpatient direct transfers arranged from AAMC to other hospitals for cardiac surgery.
Thisreview included all patients transferred for cardiovascular bypass surgery and valve
surgery, aswell as aportion of patients transferred specifically for evaluation for cardiac
surgery. Clinicians assumed that 50% of those patients transferred for eval uation for
cardiac surgery, in fact, received cardiac surgery.

e Inaddition, clinicians reviewed the case records of all outpatients undergoing cardiac
catheterization in the AAMC catheterization lab who were subsequently referred for
cardiac surgery or surgical evaluation. These outpatients included patients who were
referred for cardiac surgery, valve surgery, or for “evaluation for cardiac surgery” The
total number of cardiac surgery patients were estimated in a manner consistent with
estimates for the inpatient group.

e Thetotal number of direct transfers for surgery and the number of outpatients estimated
to have had surgery following areferral represents the “existing cardiac surgery patient
base” at AAMC.

Findings: AAMC' s existing cardiac surgery patient base, by itself, generates the cardiac surgery
volume to nearly meet the minimum volume standard of 200 cases.

Cliniciansidentified atotal of 237 cardiac care patients at AAMC who were transferred or
referred from AAMC and assumed to have received surgery. Thisincluded 162 direct hospital-
to-hospital transfers made from AAMC and 75 outpatients evaluated in the catheterization lab at
AAMC and referred for cardiac surgery. Assuming that 80% of patients would remain at AAMC
for their cardiac surgery if clinicians and patients had that option, thiswould translateinto a
total of 188 hospital patientstreated at AAMC who would have had their cardiac surgery
at AAMC.

Conclusion 2: AAMC and JHM surgeons expect 50% of the service area volume now served at
JHH outside of AAMC volume and patient relationships — 45 cases - to shift to AAMC
Supporting analysis: Review of market data and JHH surgeons' estimate of the program’s
projected impact.

The AAMC-JHM cardiac surgery program partnership will bring several JHU faculty members
to AAMC to perform surgery. With this program collaboration, patients at AAMC will be
offered access to JHM surgeons at the patient’s own regional hospital, continuity of care under
local cardiologists, and AAMC'’ s high quality of care. Except for the most complex cases, and
those procedures restricted to alimited number of approved sites, JHM and AAMC clinicians
expect to provide acomparable level of care for cardiac surgery across the two hospitals.
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Based on this program plan, the surgical leadership at JHM and the clinicians at AAMC estimate
that at least 50% of service arearesidents now treated at the JHH for cardiac surgery will shift to
AAMC once the AAMC-JHM collaborative program isin place.

Findings:

e InCY2013, atotal of 163 service arearesidents had cardiac surgery at the JHH.
Assuming that 50% of these patients will be served at AAMC’s new cardiac surgery
program, AAMC can expect atotal of 82 patients to shift from JHH to AAMC.

e Thistota volume of 82 discharges was adjusted to reflect those patients previously
counted in the transfer volume (i.e., patients transferred directly from AAMC to JHH):

= A tota of 82 service area patients from JHH are expected to shift to
AAMC
o 37 patients are aready documented and accounted for in the direct
transfers (see above); this patient volume, now transferred to JHH,
is expected to be served at AAMC; 45 additional service area
patients are projected to shift from JHH to AAMC

This volume combines to total the 82 service area patients from JHH expected to shift to AAMC, 45 of
which are in addition to patients already counted in Conclusion 1.

Conclusion 3: AAMC can expect to achieve 40% market share by Year 3 of the new program.

Once AAMC's cardiac surgery program is established, it will draw cases beyond those
originating from existing clinician relationships, existing cardiac volume, and the JHM
relationship.

This expectation is based on AAMC'’s historical performance as a provider of specialty services
and its geographic location. AAMC is particularly well positioned to serve residents of Anne
Arundel and the midshore counties currently isolated from local cardiac surgery hospitals.

Supporting analysis/evidence:
e AAMC currently draws 40% market share for its joint replacement program and 32%
market share for its bariatric surgery program across the defined service area. This is

particularly striking given the existence of other program providers for these elective
procedures across the region.

81



e Cardiac surgery at AAMC islikely to draw comparable if not higher market share given
that there are no local providersfor cardiac surgery in the area, and given that AAMC isa
dominant provider of cardiac services for Anne Arundel County residents.

Conclusion 4: AAMC can expect additional volume from out-of-area patients (“in-
migration”), consistent with its draw of out-of-area patients for PCI and for its total hospital
patient base.

Supporting analysis: Patient origin analysis of AAMC’s PCI patients and hospital transfers for
cardiac surgery (the representative population for this analysis) shows that 8% of AAMC’s
inpatients come from out of area.

Based on this analysis, the projected cardiac surgery volume at AAMC incorporates out of area
volume to represent 8% of total cardiac surgery volume.

Conclusion 5: Based on projected use rate and population growth, and a 40% target market
share, AAMC is expected to grow to nearly 400 cases by Year 3 of the new program.

o Based on these combined analyses, AAMC prepared a base projection, ssimulating afully
implemented program (at 40% market share) using FY 2014 volumes. Thisis referred to as
“FY 2014 Egtimated Achievable Volumes’ and is shown on Chart 24. AAMC then projected its
cardiac surgery volume for FY 2017-2019 (program years 1-3) to reflect:

0 Projected market volume, based on projected population and projected use rates
for the defined service area during the projection period; and
0 Ramp up of AAMC’s market share from 25-40% market share.

AAMC’s new program is expected to achieve 387 cases by FY 2019.

(b) “Reasonableness Test” for Market Share Target

The performance levels projected for AAMC are premised on achieving a 25% market share for
cardiac surgery across the defined service area by the end of the program’ s first year of
operation, and 40% market share for the defined service area by the end of the program’ s third
year of operation. These assumptions were tested against (1) AAMC’s current “market share
equivalent” for cardiac surgery (i.e. AAMC’ s existing patient base of hospital transfers and
hospital referrals) and (2) AAMC' s current market share for specialty programs to provide
benchmarks of achievable market share.

Findings:
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o AAMC'scurrent market share equivalent of cardiac surgery = 19% market share

0 AAMC'sexisting patient base of hospital transfers and hospital referrals for cardiac
surgery trandatesinto the market share equivalent of 19% of the cardiac surgery market
in the defined service area.

0 AAMC currently captures nearly 20% market share for inpatient PCl servicesin the
defined service area. AAMC expects further growth in its PCI market share once AAMC
becomes recognized as afull service provider and can assure surgical back-up for more
complex PCI cases.

o Projected volume shifts from JHH = Represents an additional 4% to 5% market share

0 The program collaboration with JHM is expected to result in volume shifts to
AAMC. An estimated 50% of service area patients now treated at JHM are
expected to shift to AAMC, for an equivaent of 4 to 5% market share. This
expectation is corroborated by projections from area cardiol ogists who now refer
directly to the JHH and have expressly indicated that they plan to redirect a
significant number of cardiac surgery referrasto AAMC.

o Newly affiliated AAMC physician practices in Kent County are expected to
further enlarge AAMC’ s patient base, and support AAMC'’ s overall cardiac
surgery market share growth to achieve 25% share.

e Market share growth: AAMC experience of 24% to 40% market share

0 AAMC documents a 24% overall inpatient market share in the region (adults
only) and it has achieved greater than 40% market sharein its joint replacement
program and 32% market share in its bariatric surgery program, even as these
clinical areas are highly competitive.

o AAMC will bethe only cardiac surgery provider within a 60 minute drive for
thousands of arearesidents. Thisis expected to result in market share
performance of at |east 25-30%.

0 Based on the above calculations and benchmarks, a 25% market share will be
readily attainablein Y ear 1 of the program through AAMC'’ s existing hospita
volume and AAMC' s existing referral base. By Program Year 3, AAMC will
achieve a40% market share for cardiac surgery as the program gains recognition
and as AAMC’ s own patient base for PCI and genera cardiology further expands.

0 Market share will be further supported by payer-provider contracts that channel
books of businessto high qudity, low cost providers. AAMC is already pursuing
contracting models such as this one for other specialty services.

Based on these assumptions, the total number of cardiac surgery cases at AAMC is projected
to easily exceed the 200 minimum volume standard.

Accounting for userate

AAMC accounted for the projected use rate in its performance projections. AAMC will exceed
the 200 minimum volume standard in FY 2018-2019 even as changes in use rates occur.
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e AAMC projected the size of the cardiac surgery market in FY 2017-2019 based on the
methodology specified in COMAR regulations for specialized cardiac services.

0 Based onthe 6 year historical period (CY 2008-2013), the average annual change
in use rate was cal culated and applied to the projected population for each
segment of AAMC’ s defined cardiac surgery service areato project the total
market volume for:

= Baltimore Upper Shore portion
= Washington Metropolitan portion
e AAMC then applied the achievable market share figure to the projected market in FY
2017-2019 to project cardiac surgery volumesin FY 2017-2019 (assuming a ramp-up of
market share from 25% to 40% by FY 2019) (see Appendix 2 - “Technical Notes”).

AAMC's projected performance level will remain well above the 200 minimum volume standard
through FY 2019, even as the total market of cardiac surgery cases changes.

Chart 9

Adult Cardiac Surgery
Projected Case Volume at AAMC
FY2017-2019

FY 2017 FY 2018 FY 2019
Projected Projected Projected
Discharges Discharges Discharges

Population: Service Area 895,406 903,917 912,810
Cardiac Surgery Use Rate: Per 100,000 100.1 98.3 96.7
Projected Service Area Volume 896 888 883
AAMC Volume:
Ramp up to 40% market share of service 25% 35% 40%
area

AAMC Service AreaVolume 223 312 356

Out of Area Volume (8% of total) 18 25 31
Total Projected Adult Cardiac Surgery oa1 337 287

Volume
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(b) Minimum Volume Standard - Pediatric

NOT APPLICABLE

(c) Minimum Volume Standard - Combined Pediatric and Adult

NOT APPLICABLE

(d) Consistency with MHCC Utilization Projections

AAMC examined its volume projections in the context of the most recently published
projections for the Baltimore Upper Shore Planning Region and the Washington Metropolitan
Region. The analysis demonstrated that the addition of a new cardiac surgery program at AAMC
will not result in any existing provider of 200+ cardiac surgery discharges to decline below 200
cases. In other words, the total volume projected for hospitals in the Baltimore Upper Shore and
for the Washington Metropolitan Region will allow for an additional cardiac surgery provider
to serve the Anne Arundel and midshor e counties without causing any existing provider’s
volume to decline below 200 dischar ges. (See Section 6(b): “Need” for full analysis)

The volume projections reflect an analysis of both the Baltimore Upper Shore Health Planning
Region and the Metropolitan Washington Health Planning Region from which AAMC expectsto
draw the majority of its patients.

Volume projections - The volume projections prepared are based on a service area definition that
incorporates communities in both the Baltimore Upper Shore Region and the Metropolitan
Washington Region, and a popul ation-based projection based on the use rate projection
methodol ogy required by COMAR Regulation .08 to project total cardiac surgery volume. More
specificaly:

0 AAMC defined a service area that incorporates 5 counties from within the Baltimore
Upper Shore region, and segments from 2 counties of the Washington Metropolitan
region.

0 AAMC adopted a population-based projection model specific to this zip code-defined
service area to project total case volume for this service area (“market size’). AAMC
projected the total number of cardiac surgery cases for this defined service area based on
the 6 year average annual percentage change in historical use rates for this defined
service area, and applied the age cohort-specific use rate formula prescribed in the
COMAR Regulation .08 to project total cardiac surgery case volume for this defined
service area.
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0 AAMC applied assumptions about AAMC market share to reflect the impact of
competitors and to reflect outmigration that must be expected for this defined service
area. The methodology adopted is summarized in Appendix 2 - “Technical Notes”.

Projections for the Health Planning Regions - Outlined below are a number of points that
address the consistency with the utilization projections recently published and the challenges to
these projections:

e Datasources
0 Both the published regulations and the AAMC analysis were based on an
integrated dataset for Maryland hospitals (HSCRC Discharge Abstracts) and
Washington, DC hospitals (DCHA discharge database). Both the published
regulations and the AAMC analysis were based on adult discharges only (age 15+
years old).

o Useratefor service area

o The AAMC analysis applied the prescribed age cohort-specific use rate formula
to the zip code-defined service area based on the 6 year average annual changein
use rates (CY 2008-2013) for the Baltimore Upper Shore and the Washington
Metropolitan portions of the defined cardiac surgery service area. This prescribed
formulawas used to project total case volume (total market volume) for the
Service area

e Market share assumptions for AAMC

0 AAMC applied atarget market share of 25-40% for the service areato the total
projected market of cardiac surgery discharges for each projection year. Market
share assumptions reflect competitor activity and in this way accounted for
“outmigration.”

o AAMC projected that 8% of total cardiac surgery discharges would be accounted
for by “in-migration” of patients residing outside of the defined service area. This
was based on patient origin of AAMC'’ s patient base for PCI and patient origin of
AAMC soveral patient base.
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(2)Impact

(a) A hospital that projectsthat cardiac surgery volume will shift from one or more
existing cardiac surgery hospitalsasaresult of therelocation or establishment of
cardiac surgery services shall quantify the shift in volume and the estimated
financial impact on the cardiac surgery program of each such hospital.

(b) An applicant shall demonstrate that other providersof cardiac surgery in the health
planning region or an adjacent health planning region will not be negatively
affected to a degree that will:

(i) Compromisethefinancial viability of cardiac surgery services at an affected
hospital; or

(i) Result in an existing cardiac surgery program with an annual volume of 200
or more cardiac surgery cases and an STS-ACSD composite score for CABG
of two starsor higher for two of thethree most recent rating cyclesprior to
Commission action on an application dropping below an annual volume of
200 cardiac surgery cases; or

(ifi)Result in an existing cardiac surgery program with an annual volume of 100
to 199 cardiac surgery cases and an STS-ACSD composite scorefor CABG of
two starsor higher for two of the three most recent rating cyclesprior to
Commission action on an application dropping below an annual volume of
100 cardiac surgery cases.

APPLICANT RESPONSE

AAMC determined that the new program will not result in any existing provider of cardiac
surgery reporting 200+ cases to drop below the 200 cases, nor will it compromise the financial
viability of programs currently operating with annual volumes of 200+ cases. A summary of this
sectionis asfollows:

(1) The AAMC cardiac surgery program will not have a significant financial impact on the
existing cardiac surgery programs with the resulting shift of projected volumes from those
organizations (primarily JHH, the University of Maryland Medical Center, and the
Washington Hospital Center) to AAMC.

(2) In FY 2018, the second year of operation for the AAMC cardiac surgery program, there
are projected to be 337 cardiac surgery cases relocated from cardiac surgery hospitals in
Maryland and DC to the AAMC program. Only three hospitals - termed the “Competing
Hospitals’ - will have more than 10 relocated cases (WHC, JHH and UMMYS).
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(3) No Maryland hospital that currently serves more than 200 cardiac surgery cases is
projected to decline below 200 cardiac surgery cases after the full implementation of the
AAMC cardiac surgery program.

(4) No Maryland hospital that currently serves between 100 and 190 cardiac surgery casesis
projected to decline below 100 cases upon the full implementation of the AAMC cardiac
surgery program.

(5) The impact of the AAMC program on the costs per case and the charges per case of each
of the Competing Maryland Hospitals is small, less than a0.1% increase in all cases, with
no projected impact on the hospita’s net income from operations.

a) Financial Impact on Existing Cardiac Surgery Providers

The project will impact few existing providers, and thisimpact will not have a substantial
adverse effect on the financial viability of the cardiac surgery programs at these hospitals.

In FY 2018, the AAMC cardiac surgery program will be fully operational, providing cardiac
surgery services to 337 patients. It is anticipated that these cases will be drawn from hospitals
with cardiac surgery programs operating in both Maryland and the District (DC), as set forth
below. From Chart 10 depicts the projected number of relocated cardiac surgery cases with the
majority of those cases coming from three hospitals — JHH, University of Maryland Medical
System and Washington Hospital Center. We have termed these three hospitals the Competing
Hospitals.

Chart 10
Projected Cases Relocated from other Hospitals
FY 2018
Relocated Cases
Hospital Total Medicare Non-Medicare

Johns Hopkins 69 36 33
University of MD 29 16 13
Washington Adventist 6 3 3
Other Maryland 6 1 5
Subtotal- Maryland 110 56 54
Washington Hospital Center 221 111 110
George Washington University Hospital 6 5 1
Subtotal - DC 227 116 111
Total 337 172 165
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The financial impact of the AAMC program on each of the Competing Hospitals will depend
primarily on two factors:

e Thelocation of the Competing Hospitdl, i.e. Maryland or Washington, DC
e The number of cases that will be relocated from the particular Competing Hospita to the
AAMC program

The Effect of Location — Impact on Maryland Hospitals

In Maryland, hospitals are subject to the Maryland All-Payer Model Agreement (the
Demonstration), an Agreement between the Office of the Governor of Maryland, the Center for
Medicare and Medicaid Services, the Health Services Cost Review Commission (HSCRC) and
the Maryland Department of Health and Mental Hygiene.

In order to implement the Demonstration in accordance with its terms and conditions, the
HSCRC has placed most Maryland hospitals on a payment arrangement involving hospital-
specific target budgets. These target budgets are increased annually by an inflation factor that
accounts for the impact of general inflation in the economy on the costs of goods and services
used by hospitals to provide patient care. The target budgets are also increased annualy by
demographic adjustments that account for the projected impact on hospital service levels of
demographic changesin the patient service area of the hospitals.

In the case of a hospital that receives CON approval for a new service, it is anticipated that
market volume for the new service will shift, with patients relocating from other Maryland
hospitals to the hospital with the CON program. While the HSCRC does not have fully
established policies to adjust a hospital’s target budget for a CON program or firm policies to
reduce the target budgets of the hospital with patients relocated to the CON, it is likely that the
reductions will take the form of market share adjustments (MSAS). These MSAs are intended to
reduce the hospital’s target budget by 50% of the charges that the hospital would have made to
its relocated patients treated by the CON program

For example, if the relocated patients of a hospital represented $1,000,000 in the charges for the
hospital’s services, the adjustment to the hospital’s target budget relative to the CON would be
$500,000, representing 50% of the $1,000,000 in foregone charges. The remaining $500,000 not
included in the reduction to the target budget is maintained by the hospita to cover the fixed
costs of the services that were rel ocated to the new CON-approved program.

While the fixed costs of a particular hospital service will vary from one service to the next and
will also vary between hospitals (especialy between small hospitals such as Critical Access
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Hospitals (CAHSs) and large hospitals, such as AMCs), the use of a50% multiplier inthe MSA is
intended to leave whole the hospital which experiences relocated cases to a CON-approved
hospital or which loses market share for other reasons. The key point is that the 50% of foregone
charges that remains with the hospital is intended to provide payments that cover the fixed costs
of the hospital’s relocated service. This means that the HSCRC policy is designed so that there
will be no adverse financial impact on a Maryland hospital as a result of the hospital losing
patients to AAMC's cardiac surgery program. Therefore, the existing cardiac surgery hospitals
operating in Maryland would be expected to have no reduction in their net income from services
as a result of cardiac surgery volume shifting to AAMC. (This, of course, assumes that the
affected cardiac surgery hospitals will manage the costs of their cardiac surgery service

appropriately.)

The Effect of Location — Impact on Washington, DC

In Washington, DC, each cardiac surgery hospital is paid for Medicare cases in accordance with
the Medicare Inpatient Prospective Payment System (IPPS), and for most of the hospital’s other
cardiac surgery cases on a comparable per case basis using diagnosis related groups (DRGS).
Unlike the HSCRC system, the hospital payment arrangements in Washington, DC do not
include market share adjustments that would increase the hospital’ s rates fractionally based on
the relocation of cardiac surgery cases to the AAMC cardiac surgery program. This means that
the WHC would be expected to lose all of the revenue associated with the 221 rel ocated cardiac
surgery cases while reducing its costs by only the variable costs of the relocated cases.

b) Impact of Volume Shifts on Remaining Volumes at Other Existing Cardiac Surgery
Programs

This section presents the projected number of cardiac surgery cases, by hospital, expected to be
relocated to the AAMC cardiac surgery program and evaluates the effects of these relocations on
Maryland’ s cardiac surgery programs.

AAMC quantified the projected shift in patient volume and determined that the new program
will not result in any existing provider currently reporting 200 or more cardiac surgery cases to
drop below 200 cases, nor will it cause any provider with 100-200 cases to drop below an annual
volume of 100 cases. AAMC also assessed the financial impact to conclude that the new
program at AAMC will not compromise the financial viability of programs currently operating
with annual volumes of 200+ cases.

AAMC projected its case volume for cardiac surgery and the projected shift by hospital, by
payer, based on the following assumptions:
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e AAMC will retain 80% of existing volume at AAMC that is currently transferred/referred
for cardiac surgery.

0 FY2014 actua transfer volume from AAMC provided the basis for projecting
volume shifts by hospital and by payer (Medicare and non-Medicare).

e The AAMC-JHM collaborative program will redirect 50% of the service area volume
currently treated at JHH to AAMC by offering local access to a JHM surgeon and
providing continuity of care through AAMC cardiologists.

o CY2013 volume of service arearesidents currently being served at JHH provided
the case count and payer mix for volume projected to shift from JHH.

o AAMC will maintain and develop clinician relationships in the defined service
area, including those clinicians with cardiology practices who currently direct a
significant percentage of cardiac surgery referrals to the Washington Hospital
Center.

0 AAMC will see an increase in PClI market share as a result of having a cardiac
surgery program. Physicians and patients who previously have not selected
AAMC for PCI due to lack of cardiac surgery back-up are expected to utilize
AAMC, thereby expanding the patient base for cardiac surgery.

0 Theadditional volume projected to shift from other hospitalsis assumed to mirror
the distribution of AAMC's transfer cases, by hospital. This is based on the
assumption that a comparable base of referring physicians will be supporting the
AAMC program asit grows.

e AAMC will continue to draw 8% of its cardiac volume from outside the defined service
area, consistent with AAMC'’s current out-of-area draw for medical cardiology and PCI
volume, and consistent with AAMC’ s current mix of transfer cases for cardiac surgery.

e This out-of-area volume is projected to accompany service area volume shifts from each
of the hospitals. In other words, out-of-area volume is projected to correspond to the
hospital mix of cases from each hospital, as projected in the earlier categories.

Based on a close examination of current volume in each of these categories, the projected shifts
are primarily volume shifts from the Washington Hospital Center and from AAMC'’s program
partner, the JHH, reflecting the explicit program objectives and the assumptions defined above.
The chart below reflects those shifts by hospital.
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Chart 11
NUMBER OF DISCHARGESPROJECTED TOSHIFT TO
AAMC, BY HOSPITAL
Based on CY2013 volumes

Projected
volume
Estimated shift,
volume
shift based with use
on rate
HOSPITAL CY2013 FY 2018
Washington Hospital Center 271 221
Johns Hopkins Hospital 85 69
University of Maryland Medical Center 35 29
George Washington University Med Center 7 6
Washington Adventist 7 6
Sinal Hospital 3 3
Union Memorial Hospital 2 2
UM St Joseph Med Center 1 1
Prince George’ s Hospital Center 0 0
TOTAL PROJECTED SHIFT 411 337

Key observations about the shifts indicated above:

(a) Theimpact of AAMC’ s new program will be limited largely to the highest volume cardiac
surgery hospitals - As noted, AAMC’s projected volume is expected to shift primarily
from the WHC and the JHH, with a more modest volume shift from the University of
Maryland Medical Center. Each of these programs has been operating a high volume
cardiac surgery program of more than 800 cases per year. Therefore, the projected
volume shift would represent less than 9% of CY 2013 cases at JHH and less than 5% of
cases at the University of Maryland Medical Center. Even the largest projected shift,
from the WHC, represents less than 20% of the hospital’s cardiac surgery volume, and it
is a program that reportedly treats more than 1,400 cases annually. Even with this
projected volume shift, WHC would remain the highest volume program in the region.
The new program at AAMC is not expected to result in any of the Maryland or
Washington, DC-based programs that currently operate with 200+ cases to drop below an
annual volume of 200 cardiac surgery cases.
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Chart 12

IMPACT ON EXISTING PROVIDERS
Adult Cardiac Surgery Volume, by Hospital
Impact in CY2013 Terms

CY 2013

Actual CY 2013 .

Cadec  Projected ey VIS

Surgery Shift

Cases
Washington Hospital Center 1,447 271 18.7% 1,176
Johns Hopkins Hospital 1,060 85 8% 975
University of Maryland Medical Center 810 35 4.3% 775
George Washington University Medica Center 96 7 7.3% 89
Washington Adventist Hospital 321 7 2.2% 314
Sinal Hospital 343 3 0.9% 340
Union Memoria Hospital 573 2 0.3% 571
UM St. Joseph Medical Center 296 1 0.3% 295
All Other Hospitals 674 - - 674
TOTAL 5,620 411 7.3% 5,209
Sources:

Q) HSCRC Discharge Abstracts
2 DCHA Discharge Database

(b) There will not be duplication for the highest complexity/tertiary procedures - The three
highest volume hospitals—WHC, JHH, and University of Maryland Medical Center—are
expected to continue offering certain procedures that AAMC will not provide, including
heart transplants and left ventricular assisted device procedures (LVAD). This volume
will continue to support the financia strength of existing cardiac surgery programs, and
underscores the fact that the new program at AAMC will not duplicate these specialized

program resources.

(c) The financial impact on area hospitals is expected to be modest - The projected volume
shifts are not expected to compromise the financial viability of any of these large cardiac
surgery programs. Based on the projected volume shifts presented above, and
assumptions about market share adjustments, a financial analysis was prepared to

demonstrate this point (see analysis below).

(d) Washington DC hospitals continue to retain a large number of Maryland patients, even
with the project — The impact analysis presented above examines the effect of a new
program on those programs that have served 100+ cases/year. This analysis does not



address the impact of a new program on Prince George's Hospital Center, which has
served fewer than 20 cases/year in CY 2012 and in CY 2013. While AAMC acknowledges
that Prince George’' s Hospital Center has submitted a Certificate of Need application that
includes a plan to grow its cardiac surgery program to the minimum volume standard, the
impact analysis presented here does not address the impact of AAMC’ s new program on
apotentially larger program at Prince George' s Hospital Center.

At the same time, it is worth noting that there remains a substantial volume of cardiac
surgery volume at the WHC from Prince George's County residents—even after the
projected shift to AAMC. In other words, there remain a considerable number of Prince
George’s County residents now being served at the WHC, volume that might otherwise
support a cardiac surgery program based at Prince George’' s Hospital Center.

Impact of New Program at AAMC for Patients

The Current Environment

Significant number of hospital transfers from AAMC and digointed care
management - In FY 2014, AAMC identified 237 patient transfers or referrals arranged
for patients who required cardiac surgery or evaluation for cardiac surgery; more than
half of these patients (162 patients) required direct hospital-to-hospital transfer. This
transfer volume included:

e 143 inpatients who required direct hospital transfer from AAMC to another hospital
e 19 outpatients who required direct hospital transfer from AAMC to another hospital
following a diagnostic procedure in AAMC’ s catheterization lab

Thus, while AAMC serves as one of the highest volume cardiac care providers in the
state of Maryland, it has had to arrange immediate hospital transfers for 162 hospital
patients this past year, resulting in delays/disruptions for patients, digointed care
management, transport expenses, and the added costs of repeated assessments associated
with transferred patients.

High costs of care — In CY 2013, nearly half of the cardiac surgery patients from this
service area were treated at the two academic medical centers (428 cases), where the
average cardiac surgery case rate is more than 50% higher than the average charge for
cardiac surgery at community hospital providers for a comparable case mix. And based
on a clams analysis prepared by a third party vendor, payment rates to the WHC are
estimated to be 35% higher relative to community hospitals in Maryland. The absence of

a local area cardiac surgery site in Anne Arundel County has produced this heavy
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reliance on Maryland's two academic medical centers and the WHC for cardiac surgery.
This has resulted in significantly higher costs of care for cardiac surgery for the
Baltimore Upper Shore/Washington Metropolitan popul ation.

The heavy reliance on Maryland's most expensive facilities has serious consequences.
The high charges at these three hospitals translate into higher premiums for private
payers and higher costs for patients. In addition to facing rising premiums, patients are
expected to bear an increasing percentage of hospital charges through higher copayments.
The high charges for cardiac surgery, then, have major consequences for patients going
forward. A lower cost hospita is critical to residents of Anne Arundel County and
midshore communities.

e Burdensome travel time for patient and families - In CY 2013, approximately 150 of
the cardiac surgery patients from the defined service area travelled one hour or more to
the cardiac surgery hospita where they were treated. This would include patients from
Talbot, Caroline, Kent, and Queen Anne's counties who travelled to cardiac surgery
hospitals in Baltimore City, Baltimore County, and Washington, DC. A recent study has
shown a correlation between travel time and mortality rates for coronary artery bypass
graft (CABG) surgery, understood to reflect that patients/patients families are burdened
by travel time, and that this may affect health status, compliance, and genera well-
being.”

Positive | mpact of the Proposed Proj ect

The proposed cardiac surgery program at AAMC responds directly to these issues and will yield
the following benefits:

e Avoid the need to transfer approximately 150-200 patients/year from AAMC to another
hospital for cardiac surgery, and strengthen continuity of care for surgical patients.

0 Maintain a single clinica management team and minimize the clinical
risks/downsides associated with hospital transfers; improve quality of care by
improving continuity of care

0 Improve quality of care/patient satisfaction for patients and their families by
integrating care at one service site and eliminating the disruptions/delays
associated with transfers

0 Reduce duplication and costs associated with hospital transfers and repeated
diagnostics

12 Chou, Set al. “Travel Distance and Health Outcomes for Scheduled Surgery,” Medical Care 52:3 (2014)).
(Exhibit 7(b)).
95



Remove delays/barriers to timely care that are now associated with patient transfers
Increasingly, patients requiring transfer from AAMC to another hospital for
cardiac surgery have been delayed due to lack of an intensive care bed or denied

due to patient’ s insurance status (see Exhibit 7(a)).

Provide greater access to new treatment modalities and clinical protocols by extending
JHM-sponsored programs more directly to this region
0 Leverage JHM surgical manpower across the region and extend JHM-sponsored

research protocols and new technology

Provide a lower cost aternative for cardiac surgery and reduce the per capita costs of
specialty care for Maryland residents by shifting volume
0 From Washington, DC hospitalsto AAMC
0 From academic medical centersto AAMC

AAMC will operate as one of the lowest charge cardiac surgery providers in the state of
Maryland on a case mix adjusted basis, reflecting its comparatively low rate structure.
This assertion is demonstrated by comparing AAMC'’s Fiscal Year 2014 actual average
charge per case at a CMI of 1.0 to current cardiac surgery providers.

Chart 13
Total Hospital Average Charge per Case Comparison
FY 2014
Hospital Charge per Case @CMI = 1.00
University of MD Med Center $20,427
Johns Hopkins Hospital $19,929
Prince George's Hospital Center $15,561
Western MD Medical Center $14,507
MedStar Union Memorial $14,360
Sinai Hospital $14,123
Washington Adventist Hospital $13,771
Peninsula Regional Medica Center $11,777
Suburban Hospital $11,327
UM St Joseph Medical Center $11,301
Anne Arundel Medical Center $10,962

Source: HSCRC Discharge Abstracts
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Anne Arundel’s charge per case for cardiac surgery is derived from its average charge per
case at a CMI of 1.0 ($10,962) and the average case mix of non-AMC OHS providers
(3.4209) as $37,501:

$37,501 = $10,962 * 3.4209

This average charge per case, multiplied by the projected AAMC case load in FY 2018
(337) produces the basdline charges ($12,637,837) for the AAMC target budget in FY
2018.

$12,637,837 = 337 * $37,501

These baseline charges are then reduced by the estimated charges of AAMC's cases that
are transferred to OHS hospitals to be evaluated for cardiac surgery ($1,489,856) and the
resulting charges ($11,147,981) further reduced by 15% to derive the FY 2018
adjustment to the hospital’ s target budget under the GBR ($9,475,784):

Baseline Charges FY 2018 $12,637,837
Transfer Cases 1,489,856
Net Charges $11,147,981
Adjustment Factor 0.85
GBR Target Budget Adjustment FY 2018 $9,475,784

This GBR target budget ($9,475,784) requires AAMC to realize savings of $2,892,053
measured relative to the AAMC baseline charges ($12,637,837):

$2,892,053 = $12,637,837 - $9,475,784

These savings are in addition to the savings attributable to AAMC’ s favorable charge per
case at aCMI of 1.0, the $10,962 amount specified on Chart 13.

e Reduce travel time for an aging and/or frailer patient population and improve longer-term
clinical outcomes by providing local accessto a comprehensive cardiac care program.

o By CY2020, the elderly population in Anne Arundel County and the midshore
counties is projected to comprise 17% of the total population. Thus, driving time
for residents from this region will become of increasing concern, as many more
cardiac patients will be those in the elderly cohort.
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In addition, clinicians project that an increasing percentage of elderly patients are
likely to qualify for cardiac surgery as new technology/new surgical techniques
permit the more fragile population to qualify for surgery. A service siteat AAMC
will respond to the need to minimize travel time for this more fragile cardiac
surgery population.

Support more effective care management for residents of this region — The program at
AAMC will assure this population of more than 800,000 adult residents with local accessto a
comprehensive program under a single clinica management team. The program is expected
to support effective care management, strengthen compliance, and support patient/family
well-being. The new program at AAMC will provide the continuum of cardiac care services,
including pre-operative, surgical, and post-operative hospital care, physician services, cardiac
rehabilitation, and support services under a single clinical management team.

Please also refer to further discussion on the favorable impact on the Tota Health Care Spend
savings with relocation of volumes to AAMC that is presented in the Preference in Comparative
Review Section - COMAR 10.24.17.05 (8) of this application document.
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(3) Quality

(a) An applicant shall demonstrate its commitment to provide high quality health care.
An applicant seeking to establish cardiac surgery services shall have utilization or
peer review and control programswith regularly scheduled conferencesto:

(1) Establish protocols that govern thereferral, admission, and discharge
of cardiac surgery patients;

(i) Establish and review alist of indications and contraindicationsto
govern selection of patientsfor cardiac surgery;

(ili)  Establish a program to educate patients about treatment options;

(iv)  Establish mechanismsfor monitoring long-ter m outcomes of
dischar ged patients.

(v) Review morbidity and mortality rates and other indicators of patient
outcomes, and compliance with established processes of care as
compar ed with regional or national averages,

(b) Prior tofirst use approval, an applicant shall provide documentation of (i)-(iv).

APPLICANT RESPONSE

AAMC’s commitment to the highest quality health care is evident in its many awards and
recognitions. These include:

e The 2013 and 2014 Delmarva Foundation Excellence Awards for quality improvement
achievements

e Magnet Recognition through the American Nurses Credentialing Center

e The 2012 Leapfrog Top Hospital Recognition

e The 2011 American College of Cardiology Foundation’s NCDR ACTION Registry—
GWTG Gold Performance Achievement Award

e Recognition by the Institute for Patient and Family-centered Care

e National accreditation and recognition for its Breast Center, Weight Loss Program, Chest
Pain Program, Cancer Center, Stroke Center, Pathways Substance Abuse program, and
other clinical programs

AAMC's quality programs that operate throughout the organization are integrated and
collaborative. Each department has active quality improvement teams, whose efforts and
accomplishments are reported up through Executive Quality Council (EQC), Medical Staff
Quality Review Committee (M SQRC), and Board of Trustees Quality and Patient Safety
Committee. AAMC utilizes the Global Trigger Tool model of the Institute for Healthcare
Improvement as well as its own programs for clinical outcomes analysis. Ongoing committees
for pharmacy and therapeutics, clinical resource management, risk management, medical
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education, medical staff peer review, and infection control coordinate their work to ensure a
seamless quality program structure.

AAMC’ s reputation for high quality cardiac care has been recognized through its designation as
a Cardiac Intervention Center by the Maryland Institute of Emergency Medica Services System
(MIEMSS) and designation as a Chest Pain Center with PCI by the Society of Cardiovascular
Patient Care.

In addition, AAMC'’ s high-volume participation in the Atlantic CPORT, CPORT-E, and Cath
PCI Registry of the National Cardiovascular Data Registry (ACC-NC DR) reflects the
capabilities of its cardiology program and its Quality and Patient Safety Department.

The approach to Quality Improvement Initiatives for cardiac surgery will be multi-faceted and
will be done in conjunction with quality committees at the JHH.

The maintenance of high quality cardiac surgery outcomes will begin with appropriate patient
selection and the performance of the correct surgical procedure in asafe and timely manner. The
selection of patients and operative procedures will be done in a manner consistent with good
clinical practice based upon AHA/ACC guidelines as well as the usual and customary practice
employed at the JHM Division of Cardiac Surgery. Post-operative management will be based
upon established protocols and pathways in place at JHM.

AAMC's cardiac surgery program will participate in the Society of Thoracic Surgeons (STS)
database, as its Thoracic Surgery program does now. The program will have its own unique
program identification. There will be asingleindividua responsible for the collection and
submission of data hired by AAMC and JHU with protocols already in place at JHU. Quarterly
and annual reports will be reviewed by the AAMC Cardiac Surgery Advisory committee
independently and in conjunction with the leadership of JHU on aregular basis.

AAMC's cardiac surgery program will also participate in the Maryland Cardiac Surgery Quality
Initiative (MCSQI). Thisis a collaborative statewide program begun independently in 2014 by
the cardiac surgery programsin the State of Maryland. The goal of the program isto share data
amongst al of the programsin the State, identify best practices, and help al programsin the
State of Maryland achieve the highest quality outcomesin a cost effective fashion.

Cardiology Quality Committees

A robust leadership and operational structure already exists at AAMC to address the needs of its
current interventional cardiology program. These entitiesillustrate the level of organization and
quality control already present in AAMC's cardiology program. Most will expand to incorporate
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the needs of the cardiac surgery program. They are described below, followed by specific
accountability for each requirement in this standard.

Emergency Department — Cardiac Catheterization Lab Quality Committee
The Emergency Department — Cardiac Catheterization Lab Quality Committee meetson a
quarterly basis. The purpose of the committee isto promote quality and teamwork amongst
EMS, the ED and the CCL by reviewing and analyzing specific patient cases for continuous
quality improvement by the following:

» Evauate, monitor and disseminate key quality outcome indicators

» Utilize evidence based practice such as the ACS guidelines to develop protocols and

standard operating procedures in the care of patients across the cardiac continuum
» Educate and consult with health care providers at all levels regarding care of patients
» Develop and implement quality improvement measures

Emergency Department — EM S Quality Committee

The EMS Quality Committee meets on a quarterly basis and is dedicated to improving the
processes and relationships with cardiac patients. The Cardiac Program Coordinator is a member
of this committee and has the responsibility of communicating outcomes of door to balloon
metrics, keeping EM S updated regarding certifications and requirements from the certifications,
outcomes of referrals, field activations and suggestions for improvements along with positive
feedback.

In addition, STEMI, Stroke and AMI core measures data and metrics are shared with EMS
through this quality committee. Open forum discussions and formal educational offerings occur
through the committee and help improve the capabilities of EMS team members. EMS
representatives in attendance are from MIEMSS Region 3, Region 4 and Region 5 which are dll
serviced by AAMC.

Cardiology Mortality & Morbidity Meeting, Elective and Primary PCI

The Cardiology M&M Elective and Primary PCI group meets on a monthly basis. The primary
purpose of this meeting is to provide case conferences with ECG’s and Cine films. The group
reviews cases that did not meet system goals or resulted in an adverse event or outcome.
Opportunities to improve medical and interventional management are discussed by cardiologists
from across the organization.

Cardiology Conference

The Cardiology Conference meets weekly, except the week that Cardiology M&M/Primary PCI
meetings are held. This meeting is adidactic and interactive meeting that provides AMA/CME
credit. The format is arranged to cover avariety of contemporary topics across the range of
cardiovascular disease, and the conferenceis open to al cardiology staff.
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Cardiology Advisory Council

The Cardiology Advisory Council meets on a quarterly basis with representatives from across
the continuum of care of the Cardiac Patient. Physician representatives include the Medicine
Department Chair, Medical Directors of the Heart Institute, the Cardiac Cath Lab, Cardiac
Rehab, Cardiology, the Heart Station/Chest Pain Center, and the Heart and Vascular Unit. This
committee communicates the status of the division of Cardiology to the health system and
considers future plans and goals for operations and capital.

Interventional Cardiology Meeting

The Interventional Cardiology Meeting meets on aquarterly basis and is designed to support
ongoing communication among the interventiona cardiologists. This meeting provides aformat
for sharing Quality Performance Metrics, Process |mprovement and Peer Review with and by the
physicians. Thisforum has been created to evaluate and track individual practitioners’ quality
and outcomes. This forum has been implemented to provide a peer review process specific to
PCl/interventional cardiology.

The Cardiac Operations Team

The Cardiac Operations Team is led by the Director for the Cath Lab and meets monthly to
address internal processes that impact the requirements set forth by the Society of Cardiovascular
Patient Care (SCPC) in response to the Chest Pain Accreditation. Members of this committee
include staff and leadership from across the organization who have responsibility in the
continuum of care for the cardiac patient.

The Cardiac Workgroup Committee

The Cardiac Workgroup Committee was established to focus on the requirements set forth by the
State of Maryland to oversee the care of the STEMI patients. The Committee has evolved over
time to include the npPCI patient population and includes members of the Research department.
Topics of discussion within the Committee include operational overview, data, obstacles and
updates related to the process improvement in the care of the interventiona cardiac patient.

Wayfinding Committee

The Wayfinding Committee meets monthly and utilizes the criteria set forth in Cycle IV Chest
Pain Accreditation to provide consistent and clear information to guide individuas to their
destination. Wayfinding is increasingly being founded on evidence-based design principles much
like the current treatment of the STEMI patient is supported with evidence-based medical
practice. Members include representatives from the Capital Project management group, Public
Relations, and Cardiology.
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Heart and Vascular Unit Quality Committee

The Heart and Vascular Unit Quality Committee, led by the unit clinical director for nursing, has
been instrumental in monitoring the following outcomes and continues to focus on improving
care in the department:

Intra-operative communication with family members

Revised Respiratory tray in Code Box

Decrease in patient Falls

Decreasein Inpatient First case OR delays

Increased Communication, Teamwork and process improvement with Huddles and
Debriefs, which are imperative for patient safety

Interdisciplinary Rounds

Hand washing initiative

» Increased patient satisfaction

YV VYV

Y VY

Observation Unit Quality
Led by unit charge nurse, this group issues Observation Unit Quality reports on the following
Quality Indicators:

4PTS (patient safety line) trends
NDNQI indicators

Core Measures

Unit Specific nurse regul atory praises
Patient Satisfaction Survey Results
Nursing Documentation and data

YV VYVY

MIEMSS Regional STEMI QA

The MIEMSS Regional STEMI QA areregional meetingsto review STEMI processes,
procedures, and metrics. These meetings have been instrumental in enabling MIEM SS to create a
standardized feedback template from al organizations that impacted the care of the STEMI
patient in Maryland. AAMC has been involved in EMS Regions 3, 4, and 5, has representation
on the Region 5 quality committee of MIEMSS, and works with the area EM S to support
education and quality.

Resuscitation Committee

The Resuscitation Committee is run by the Critical Care team and meets monthly. The
Committee discusses Code Blue and Rapid Response documentation and case reviews. The
Committee a so oversees Stroke rapid response calls, and therapeutic hypothermia protocol. This
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team reviews data focused on the inpatient that devel ops chest pain. This group was instrumental
in allowing the Rapid Response Team to be called for this patient population. The Rapid
Response protocol has been updated to include Chest Pain. In doing this, awareness has been
raised for the in-house STEMI patient.

The protocols required under this section are addressed in the following way:

() Establish protocolsthat govern thereferral, admission, and discharge of cardiac
surgery patients,

Protocolsfor referra to the cardiac surgery program at AAMC will include access via severad
routes. These options for cardiac surgery patient referral will occur viafour routes. All routes will
be posted on the AAMC cardiac surgery website which will be developed for patient and
physician education.

Direct referrals can be made in the following manner: (1) by contacting the cardiac surgery office
directly at the cardiac surgery office number; (2) by calling the AAMC operator who will connect
the referring physician to the on call surgeon; in the event that the surgeon is not immediately
available, there will be a cardiac surgery PA/NP who will field such referrals; (3) by contacting
specific cardiac surgeons directly viatheir personal numbers; (4) by directly consulting the
NP/PA who will be in-house during the day and immediately available at night. Thisinformation
will be available on the website and printed on laminated AAMC cardiac surgery information
cards, which will be distributed widely to area physicians.

The website will include specific referring physician-level information. It will include the contact
information for referrals as well as descriptions of the indications, alternatives, risks, and benefits
of the most commonly performed cardiac surgery procedures such as coronary artery bypass
grafting, valve replacement and repair, and the treatment of thoracic aortic diseases. In a separate
identified section of the AAMC Cardiac Surgery website, information will be available for
patients regarding the diseases treated, the medical and surgical treatment options, and the
evaluation and treatment process, including what to expect at each step aong the way from the
initial evaluation of the treatment through the morning of discharge and follow up. This
information will also be helpful to many healthcare providers and may aid in the referra process.
The admission and discharge processes will be standardized for efficiency and patient safety.
Standard admission order setswill be used for each of the major types of surgeries, general

eva uations, and readmission. There will also be standardized order sets for the transfer of patients
from the OR to the ICU and from the ICU to the step down unit. Examples are included with this
application.
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Patient safety will be optimized by two genera processes: (1) the use of time out checklists and
(2) the use of treatment protocols. Timeout checklists will be used prior to the commencement of
operations. They will aso be used prior to the transfer of patients from the Operating Room to the
ICU to ensure that equipment like emergency pacemakers and defibrillators are charged and ready
to use. There will aso be aformal timeout checklist used to govern the ICU admission process.
These protocols will ensure that information is provided in a standard and organized fashion, that
medi cations and equipment are transferred appropriately and in working condition, and that the
plan is established together by the surgeon and intensivists. Standard ICU order sets and protocols
for the treatment of common clinical scenarios will be used. Examples of these checklists, order
sets and treatment al gorithms are included with this application (Exhibit 9(d)).

The discharge process will be standardized. This process will include the discharge teaching,
communication to referring physicians and follow up appointments. All patients will leave the
hospital with a discharge book containing care plans, medication, wound care, and activity
instructions along with follow up information. An example isincluded with this application.

(c) Establish and review a list of indications and contraindications to gover n selection
of patientsfor cardiac surgery;

The cardiac surgery practice will be one of elective, urgent and emergent adult cardiac surgery.
The procedures performed will include the broad range of adult cardiac surgery procedures
widely used to treat the types of cardiac pathology seen commonly in the United States. These
procedures will be primarily, but not limited to, coronary artery revascularization, valve repair
and replacement, tumor resection, treatment of diseases of the aorta and great vessels and the
treatment of traumatic injuries. All indications for operative procedures will be identified in a
manner consistent with good clinical practice based upon AHA/ACC guidelines as well asthe
usual and customary practice employed at the JHM Division of Cardiac Surgery.

(d) Establish a program to educate patients about treatment options;

Patient education is a multidisciplinary proposition. Each patient will undoubtedly receive some
condition-related information from their cardiologist about their diagnosis and what the
treatment options are prior to referral. The portion of the patient education process under the
control of the AAMC team will begin at theinitial surgical consultation for elective patients and
their family. The diagnosis will be explained in an understandable manner, and the diagnostic
tests used to arrive at the diagnosis will be reviewed with the patient. All patientswill have the
opportunity to review the diagnostic tests with the consulting surgeon. The cardiac surgeon will
describe the indications, alternatives, risks and expected benefits of the planned procedure. An
STS PROM Score (Predicted Risk of Mortality) will be generated and discussed with each
patient. Materials specific to the disease and its surgical and non-surgical treatment options will
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be provided. Thisinformation will aso be available on the AAMC Cardiac Surgery website.
Patients and their family will meet with patient service coordinators who will do pre-operative
teaching and discuss plans and expectations for post-operative care, discharge and follow up.

All patients will meet with a patient service coordinator during the discharge planning process to
keep patients and their familiesinformed. Patients will meet with aRN who will, along with the
patient service coordinator, review their medications and perform post-operative teaching prior
to discharge. Included in this teaching will be specific dietary recommendations and physical
restrictions. Each patient will leave the hospital with a patient handbook which will contain the
information presented to him/her in the discharge teaching as well as numbersto call for
guestions twenty four hours a day, seven days a week. This book will be a modification of the
one currently in use at the JHH (Exhibit 9(d)).

Included in this book will be general cardiac surgery information and educational materials, as
well as educational materials specific to the patient’s condition, such as caring for a pacemaker,
which is currently provided to patients at the JHH. AAMC’ s modification of these educational
materials will also be available on the AAMC cardiac surgery website. Copies of this
information and the link to this JHU information will be provided.

(iv)  Establish mechanismsfor monitoring long-ter m outcomes of discharged patients:

All patients will meet with a patient service coordinator and a RN during the discharge planning
process. Included in this teaching will be specific dietary recommendations and physical
restrictions. Patients will be educated about maintaining logs of their temperature, weight, blood
pressure (if applicable) and pulse. Visiting Nurses will be scheduled to see the patients, when
indicated, for monitoring of vital signs, assessment of wounds, medication compliance, and
general wellbeing. All patients will leave the hospital with a copy of the AAMC Post Op Cardiac
Surgery Care Handbook. This handbook will be a modification of the one currently in use at the
JHH. It will be reviewed in detail during the discharge planning process. A copy isincluded with
this submission as Exhibit 9(d).

All patients will receive an AAMC cardiac surgery patient wrist bracelet, which they will wear
until released from follow-up care. These bracelets will contain routine and emergency program
contact information to enable efficient and clear communication.

All patients will leave the hospital with appointments established for their follow-up
appointments with their cardiol ogist, the AAMC cardiac surgeon, and for any laboratory or
radiology studies required for their follow-up visits. Patient service coordinators will contact
each patient by phone daily for the first three days, and weekly until the post-operative visit
following discharge to assess progress and answer any guestions.
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AAMC's cardiac surgery program will participate in the Society of Thoracic Surgeons (STS)
database, and all patients will be submitted. The program will have its own unique program
identification. There will be asingle individual responsible for the collection and submission of
data hired by AAMC and JHU with protocols already in place at JHU. Quarterly and annual
reports will be reviewed by the AAMC Cardiac Surgery Advisory Committee independently and
in conjunction with the leadership of JHU on an annua basis.

AAMC's cardiac surgery program will aso participate in the Maryland Cardiac Surgery Quality
Initiative (MCSQI). Thisinitiative is a collaborative statewide program begun independently in
2014 by the cardiac surgery programs in the State of Maryland. The goal of the programisto
share dataamongst all of the programs in the State to identify best practices and help all
programs in the State of Maryland achieve the highest quality outcomesin a cost effective
fashion.

(v) Review morbidity and mortality rates and other indicators of patient outcomes,
and compliance with established processes of care as compared with regional or
national averages,

Bi-weekly cardiac surgery Morbidity and Mortality (M&M) conferences will be held at AAMC
to discuss cardiac surgery cases. The cardiac surgery program will participate in the larger
Department of Surgery M&M program at AAMC. A separate monthly joint M&M conference
will be held with the cardiac surgery program at JHU. A detailed Phase of Mortality analysis will
be performed for al deaths.

AAMC will monitor its outcomes by participating in the STS National Database and the MCSQI,
as described above.

A bi-weekly quality improvement program meeting will be held on alternate weeks from the
M&M conference with AAMC clinicians. AAMC specific considerations will be addressed. In
addition, joint QI projects will be coordinated with JHU to address larger issuesin common with
both JHU sites to review and establish joint protocols. Included with this application are recent
and ongoing QI initiatives at JHU.

Additional topicsto be discussed at the QI meetings will include review of costs to support cost-

effective service ddivery, patient flow to help promote patient satisfaction, and adequacy of
patient and referring physician communications.
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(4) Cost Effectiveness

An applicant proposing establishment or relocation of cardiac surgery services shall
demonstrate that the benefits of its proposed cardiac surgery program to the health care
system as a whole exceed the cost to the health care system.

(a) An applicant that proposes new construction of one or mor e operating rooms,
cardiac catheterization laboratories, or intensive car e units, or any combination
ther eof, as necessary infrastructurefor its proposed new cardiac surgery program
shall document why existing resour ces at the applicant hospital cannot be used to
accommodate the proposed cardiac surgery services.

(b) An applicant shall provide an analysis of how the cost of cardiac surgery servicesfor
cardiac surgery patientsin its proposed service area and for the health care system
will change as aresult of the proposed cardiac surgery program, quantifying these
changesto the extent possible.

(c) An applicant shall provide an analysis of how the establishment of its proposed
cardiac surgery program will alter the effectiveness of cardiac surgery servicesfor
cardiac surgery patientsin its proposed service area, quantifying the changein
effectivenessto the extent possible. The analysis of service effectiveness shall
include, but need not be limited to, the quality of care, car e outcomes, and access to
and availability of cardiac surgery services.

APPLICANT RESPONSE
(a) Construction

The project does not involve new operating rooms, labs, or ICU construction. The project
involves use of renovated space and the use of currently-planned expansions to relevant
facilities.

(b) Lower Cost and (c) I mproved Effectiveness

In the presentation of 10.24.17.05(2), Certificate of Need Standards for Cardiac Surgery
Programs, Impact, Chart 10 delineated how AAMC’ s 337 projected cardiac surgery casesin FY
2018 would be drawn from cardiac surgery hospitalsin Maryland and Washington, DC Chart 14
below documents the number of relocated cases by hospital, combining the 221 cases from WHC
and the 5 cases from George Washington University Hospital into a single category
(Washington, DC hospitals). The payment per case for the Washington, DC hospitals ($58,681)
blends the Medicare payment per case for WHC derived from the 2013 MedPAR data ($44,080)
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and the estimated non-Medicare payment per case derived from a national claims data source
covering cardiac surgery ratesin the Washington, DC and Arlington markets.

The payments for Maryland hospitals were set equal to their average allowable charges for the
case mix of the AAMC cardiac surgery cases with the charges discounted by the estimated
average payer differential of 4.4%.

The AAMC payment ($35,851) equals the total projected charges per case of the cardiac surgery
program discounted by 4.4% for the payer differential ($37,501 x 95.6%).

Chart 14
The AAMC Cardiac Surgery Program
Reductionsin the Costs of Cardiac Surgery Services

FY 2018
AAMC Relocated Estimated Payment Total Aggregate
Cases Payments
Johns Hopkins 69 $65,174 $4,497,006
UMMS 29 $66,803 1,937,287
Union Memorial 2 $46,963 $93,926
UM St Joseph 1 $36,958 $36,958
Sinai 3 $46,187 $138,561
Washington Adv 6 $45,034 $270,204
DC Hospitals 227 $58,681 $13,320,587
Total/Average 337 $60,221 $20,294,529
AAMC 337 $35,851 $12,081,787
Savings $8,212,742

Chart 14 shows that the relocation of 337 cardiac surgery cases from Maryland and DC cardiac
surgery hospitalsto AAMC will reduce total aggregate hospital payments by slightly more than
$8.2 million for those services.
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(5 Access

(a) An applicant that seeksto justify establishment of cardiac surgery services, in whole
or in part, based on inadequate access to cardiac surgery servicesin a health
planning region shall:

(1) Demonstrate that accessbarriersexist; and
(i) Present a detailed plan for addressing such barriers.

(b) Closure of an existing program, in and of itself, isnot sufficient to demonstrate the

need to establish a new or replacement cardiac surgery program.

APPLICANT RESPONSE

(a) Access Barriers®

The proposed program at AAMC will improve access for nearly 900,000 adults residing in Anne
Arundel County and the surrounding region by providing (1) aloca area hospital for cardiac
surgery, improving continuity of care and minimizing transfers during acute episodes, (2)
expanded access to JHH surgeons and clinical capabilities, and (3) alower cost hospital
alternative for cardiac surgery. Anne Arundel County is currently the only large county in
Maryland that lacks a cardiac surgery program local to its region, resulting in access problems
for residents of Anne Arundel County and residents of the nearby midshore counties (Talbot,
Caroline, Kent, and Queen Anne’s Counties). This proposal responds to the following
imperatives:

(1) A Gapin Carein Anne Arundel County and the Eastern Shore

Growing population base —Nearly 10% of the State of Maryland’s overall population residesin
Anne Arundel County (approximately 550,000 residents), and this county accounts for more than
500 adult cardiac surgery cases. While this volume could support arobust cardiac surgery
program, Anne Arundel County lacks alocal cardiac surgery program. Instead, Anne Arundel
County residents must travel to Baltimore City for the closest cardiac surgery program, and for
some residents the average drive time to the closest cardiac surgery hospital is up to 40 minutes
in normal traffic and even longer during heavy traffic. The absence of aprogram in Anne
Arundel County has also impacted the broader geographic population base around Anne Arundel
County: many residents of the midshore region (residents of Talbot, Queen Anne’s, Caroline,

13 part (b) of this standard, related to closure of an existent program, is not relevant to this application.
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and Kent County) must now travel more than an hour to reach the closest cardiac surgery
hospital.

Growing cardiac care program and care management at AAMC — AAMC has grown into one of
the highest volume cardiac care programs and one of the busiest and highest volume CPORT
programs in the State of Maryland. In CY 2013, more than 150 patients with acute MIs were
treated with emergency PCI procedures at AAMC. The cardiac catheterization labs at AAMC
performed more than 240 elective PCI procedures and more than 1,000 cardiac catheterization
procedures in 2014. The CPORT program has earned the highest marksin Maryland for quality,
based on exemplary door-to-balloon time, excellent outcomes, and outstanding quality of care
scores. AAMC' s reputation for high quality cardiac care has been further recognized through its
designation as a Cardiac Intervention Center by the Maryland Institute of Emergency Medical
Services System and designation as a Chest Pain Center with PCI by the Society of
Cardiovascular Patient Care. AAMC is aso the recipient of the Gold Performance Achievement
Award from the American College of Cardiology.

This clinically advanced, high volume, and high quality cardiac care program now serves a
patient base that extends across eight counties in Maryland (including counties of the Eastern
Shore and Washington Metropolitan region), and patient volume continues to grow. The program
at AAMC offers the continuum of non-invasive cardiac diagnostics, cardiac catheterization, PCI,
electrophysiology, surgical and non-surgica vascular procedures and cardiac disease
management. However, the program is handicapped by the lack of an on-site cardiac surgery
program. This situation results in digointed cardiac care management for more than 200 patients
per year, and is often accompanied by treatment delays. A cardiac surgery program is needed at
AAMC to provide continuity of care to those patients with the severest forms of heart disease
who are cardiac surgical candidates.

AAMC’ s accountability for the broader service area— Under its GBR agreement with the Health
Services Cost Review Commission, AAMC is nhow accountable for a population base of
approximately 1.1 million residents, a population that extends across eight different countiesin
Maryland. AAMC recognizes its responsibility and accountability to improve population health,
enhance quality of care, improve health care outcomes, and lower the costs of care for this
population. In this context, continuity of care and access to the full continuum of cardiac care
services at AAMC has become even more critical. A cardiac surgery program at AAMC is
necessary to provide access to a high quality, but lower cost option that is convenient to patients
and is supportive of clinicians. It reinforces AAMC’s commitment to quality outcomes, cost
efficient service delivery, and effective care management.
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(i) Inadequate Access: The Evidence

Evidence from the CY 2013-2014 period demonstrates that access problems exist for residents of
the proposed service area, and recent studies indicate that care management and quality
outcomes may be compromised as aresult of longer travel times to a cardiac care service site.
The evidence includes the following:

e Delays in hospital-to-hospital transfers — During FY 2014, clinicians at AAMC
identified a total of 143 inpatients and 19 outpatients who required direct transfer for
cardiac surgery, valve surgery, or immediate evaluation for surgery. All 162 of these
patients required a hospital-to-hospital transfer. The choice of hospital was based on
patient preference or physician recommendation but the need for the transfer was
required due to the absence of cardiac surgery capabilities at AAMC. In this 12-
month period, clinicians estimate that significant delays in care occurred for a number
of these patients. These delays were largely associated with transfer to hospitals in
Washington, DC. Delays were tied to (a) review/assessment/denials that were
imposed by the receiving hospital for self-pay patients, (b) non-acceptance of
patient’s insurance plan, or (c) lack of an available bed at the receiving hospital. (See
Exhibit 7(a) for Case Studies of Delays).

e Travel timefor midshore county residents—In CY 2013, more than 80% of cardiac
surgery patients from Talbot, Kent, Queen Anne's, and Caroline Counties travelled an
hour or more to either a Washington, DC hospital (37% of cases) or to aBaltimore
City hospital (45%) for cardiac surgery. Thistravel timeis burdensome to patients
and their families and may carry higher risks for patients (see Footnote 14).
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Chart 15
CY2013 ADULT CARDIAC SURGERY VOLUME
DISTRIBUTION OF CASES
Residents of 4 Midshore Counties

Di;ﬁg’;’g% WHC | JHH | UMMC | PRMC ﬁ!;t&e;
Tabot County 60 10 2 35 13 -
Queen Anne's County 55 27 12 14 - 2
Caroline County 36 5 3 16 10 2
Kent County 27 11 8 8 - -
TOTAL 178 53 25 73 23 4

Sources:
(1) HSCRC Discharge Abstracts, CY 2013
(2) DCHA Discharge Database, CY 2013

e Mortality ratesand the episode of care— While regulations indicate that
“geographic access is not aproblem” for cardiac surgery services, this assessment is
based very narrowly on the distance to a hospital for the single surgery admission
itself; it does not consider proximity to services for the entire episode of care. (See
Section 10.24.01.08G(3)(b) — Need, “Factors Defining Need for Cardiac Surgery at
AAMC : travel timeto surgical provider is the defining variable for access to care).
However, patients whose disease requires cardiac surgery are at risk for acute
episodes of ischemia, arrhythmia, or heart failure. Post-operative patients are at risk
for complications that may require emergency surgical care. In al cases, the logical
place to seek care — and at times, the best chance of survival —iswith the hospital and
team of physicians who are responsible for the surgical and medical management.
Greater distance to this team means weaker access and higher risk to patients.

A recent study published in the Journal of Medical Care (2014)** documents that
longer travel time to the hospital for cardiac surgery and subsequent care may have
significant effects on clinical outcomes. Researchers examined 10 years of clinical
data from hospitalsin Pennsylvaniato analyze whether travel time—in non-
emergency situations—affected clinical outcomes for coronary artery bypass graft
surgery (CABG). These researchers documented a correlation between travel time
and in-hospital mortality rates. For high risk patients, mortality rateswere 2 to 5 times
higher among those patients who travelled further for CABG surgery. The authors
conclude that longer travel times were likely associated with psychological stress,

4 Chou, Set al. “Travel Distance and Health Outcomes for Scheduled Surgery,” Medical Care 52:3 (2014)).
(Exhibit 7(b)).
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weaker family support, and less pre-operative preparation and education. While this
study focused on in-hospital mortality rates, travel timeislikely correlated with
longer-term clinical outcomes, as well. Shorter travel time can better support steady
post-operative care, compliance, and effective care management.

Post-Discharge Care

In addition, all surgica procedures have incidence risk of post-discharge
complications, some of which need to be treated emergently. When patients return
home from a distant hospital and experience such a complication, they must either
travel back to the hospita where their surgery was done, incurring potentially
dangerous delay, or seek treatment at a closer hospital that may then need to transfer
them yet again.

Clearly, “access’ must be defined more broadly to include access for the entire
episode of care; this would encompass pre-operative education, steady follow-up
care, and care management, ideally at a single location. To date, many patients of the
midshore region have had no other option but to travel nearly one hour’s time to the
closest cardiac surgery provider. While patients have access to distant high quality
providers for the surgery admission itself, access to comprehensive pre-operative
procedures, urgent pre- and post-operative care, coordinated follow-up care and
effective care management may be compromised as a result of that distance. A
cardiac surgery program at AAMC will allow safe and rapid access to an integrated
team of expert clinicians responsible for the entire care process and at alower cost.

Under served Communities

The need for a program in Anne Arundel County has become even more pronounced
over the past year. In contrast to declining volume in other regions of Maryland, case
volume for Anne Arundel County residents has grown considerably. Between

CY 2012-2013, cardiac surgery volume in the overall Baltimore Upper Shoreregion
grew by 6%, but Anne Arundel County’s population reported a 15% growth in
cardiac surgery cases, one of the highest growth rates of al countiesin Maryland.
Thus, the county with one of the largest populations in the State, one of the highest
rates of mortality from heart disease and the greatest growth in cardiac surgery
volume in the Baltimore Upper Shore region remains without a cardiac surgery
program that is accessible to its residents.

The disparities in health statusin Anne Arundel County are of particular concern. In
Anne Arundel County, the overall age-adjusted mortality rate related to heart disease
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is 191.6 per 100,000 population; for African Americans, the mortality rate isfar
higher at 215.2 per 100,000 population. Disparities related to risk factors for heart
disease are aso significant, particularly for hypertension (high blood pressure) and
diabetes. According to the American Heart Association, there is a strong correlation
between heart disease and diabetes, with at least 65% of people with diabetes dying
from some form of heart disease or stroke.

Nearly 68 percent of Anne Arundel County residents are overweight or obese, and 23
percent of adults smoke (33 percent of African Americans smoke). The rapid growth
in the percentage of individuals with diabetes is aarming as well. The incidence rate
for diagnosed diabetes for the county is 9.1 per 1,000 population™ which is slightly
above the statewide rate of 8.9 per 1,000 population. In Anne Arundel County, the
rate of Emergency Room visits for diabetes was 280.3 ER visits per 100,000
population, and for African Americans, the rate was 688.5 ER visits per 100,000
population; this compares with a statewide rate for African Americans of 593.3 ER
visits per 100,000 population. The communities that AAMC serves present higher
mortality and co-morbidity rates for heart disease and related problems.

In summary, the 1.1 million people served by AAMC are characterized by an
increased population risk for heart disease and serious disparities in health status
access for African Americans, a population significantly represented in AAMC's
proposed cardiac service area (as shown in the below chart). Moreover, the county
population demonstrates a growing number of cardiac surgery cases. The absence of a
cardiac surgery program at the most accessible hospita results in unnecessary risk for
patients with heart disease.

Chart 16
AAMC Cardiac Surgery Service Area

2013 Estimate 2014 Estimate 2018 Projection
Group Adult % of Adult % of Adult % of Total
Population  ~ Total Population | Total Population

Black/African 284,555 32.2% 292,246 32.6% 308,258 33.4%
American
Hispanic/Latino 54,315 6.1% 58,354 6.5% 67,354 7.3%
All Other 545,458 61.7% 546,324 60.9% 548,059 59.3%

Total | 884,328  100.0% | 897,253 | 100.0% | 923,627 100.0%

% http://www.cdc.gov/diabetes/atl as/countydata/atl as.html 2010 age-adjusted data adults 18+ yrs.
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(i)  AAMC’sPlan to Remove AccessBarriers

The proposed cardiac surgery program at AAMC will improve access and further strengthen
quality of care through the following:

#1 The new program at AAMC will assure more immediate accessto care.

By avoiding the need to transfer patients from AAMC to another hospital, delays associated with
hospital-to-hospital communications, bed availability, and transportation arrangements can be
avoided, and unnecessary hospital days can be minimized. In addition, delays currently
associated with reviews of insurance status at Washington, DC hospitals will be minimized:
Under the All-Payer system in Maryland, AAMC will operate without the disincentive to serve
the self-pay population.

#2 The new program at AAMC will broaden access to new treatment modalities and new clinical
care protocols.

As a program partnership between JHM and AAMC, the new cardiac surgery program will
provide residents of Anne Arundel County and the midshore counties with improved access to
JHM surgical staff, new treatment modalities, and clinical care protocols. The new program will
leverage the assets of the JHM cardiac surgery program by extending existing resources from its
Baltimore location to the Anne Arundel County region.

#3 The new program at AAMC will integrate the continuum of cardiac care services for
residents of this region, and strengthen care management under an integrated clinical team.

AAMC maintains a large community-based provider network and can provide nearby service
sites for pre-operative and post-operative visits. AAMC’s medical staff includes cardiologistsin
the defined service area, with office locations distributed in each county.

#4 The new program at AAMC will promote efforts to deploy specialists and improve local
access to specialty services previoudly offered at only a limited number of service sites.

The success of the CPORT and CPORT-E program has proven that community hospitals can
improve access to emergency and el ective angioplasty procedures with minimal risk and positive
outcomes. As aresult of the CPORT and other expanded programsin cardiology, AAMC has
established a base of excellent cardiologists, interventional cardiologists, and
electrophysiologists. AAMC has demonstrated a track record of high quality outcomes for full
care management of cardiac patients, with the exception of those patients requiring cardiac
surgery who must be transferred outside of AAMC. The expansion of the cardiac program at
AAMC to include cardiac surgery can be viewed as the natural extension of an advanced cardiac
care program at a high quality community hospital. This expansion is endorsed by the cardiac
surgeons at JHM who will partner with AAMC in the establishment of the program.
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#5 The new program at AAMC will provide patients and payers with greater access to lower cost
hospitals.

In CY 2013, 36% of cardiac surgery patients from the defined service area were treated at the
WHC for cardiac surgery, and another 45% of cardiac surgery patients from the service area
utilized Maryland’ s two academic medical centers for cardiac surgery. The vast majority of
cardiac surgery patients from this region, then, rely on hospitals where payment rates for cardiac
surgery are 35-50% higher per case, on a case mix adjusted basis, relative to community
hospitalsin Maryland. In contrast, the cardiac surgery program at Anne Arundel Medical Center
will be one of the lowest cost cardiac surgery providers in the region. The average payment per
cardiac surgery case at Anne Arundel Medical Center’s new program is projected to be nearly
40% lower than the average payment per case at the Washington Hospital Center (approximately
$23,000 lower per discharge on a case mix adjusted basis) and 45% lower than the average
payment at the two academic medical centersin Maryland (approximately $30,000 lower per
discharge). Thus, the new program at AAMC is expected to produce significant savings to
payers and offer lower cost options to patients who are likely to bear an increasing percentage of
copayments going forward.

AAMC has astrong track record for serving as a high quality, low cost provider in Maryland. On
average, AAMC reports a 28% lower inpatient charge per case relative to other Maryland
hospital's, and its performance i mprovement initiatives continue to generate substantial cost
savings and quality improvement. Its high market share for programs such as joint replacements
(over 50% market share in Anne Arundel County and 40% market share across a five-county
region) is atestament to both its high quality of care and affordability of care. AAMC expects
patients and payers, alike, to recognize this same value at AAMC as a provider of cardiac
surgery.

#6 The new program at AAMC will reduce travel time for more than 600,000 adult residents of
the service area and enhance quality of care for both patients and their families. Most
significantly, the new program at AAMC will reduce travel time by more than 20 minutes for
mor e than 180,000 adults.

A detailed analysis and map depiction are provided at the end of this section to highlight the
number of adult residents the AAMC program will affect by improving access. Theimplications
are summarized below:

e Midshore residents
0 Currently, the closest location for midshore residents is 45-70 miles away, with a
drive time of 55-95 minutes.
= The AAMC program will reduce the drive time to a 35-65 minute drive
for cardiac surgery.
e Anne Arundel County residents
0 Currently, the closest cardiac surgery provider for Anne Arundel County residents
is 35-45 minutes away. The new program at AAMC will reduce this time by up to
20 minutes for some residents, and for those residents now travelling to Baltimore
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City and Washington, DC, the program at AAMC will reduce travel time by
nearly one hour.
e The7 county region
o Withthe AAMC program in place, more than 180,000 adults will have their travel
time reduced by more than 20 minutes.
0 Relativeto the driveto Baltimore City and to the WHC, more than 700,000 adults
will have their travel time reduced by more than 20 minutes.

These points are depicted in greater detail on the maps provided following this section.
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(6) Need

(a) An applicant shall demonstratethat a new or relocated program can gener ate at
least 200 car diac surgery cases per year based on projected demand for cardiac
surgery by the population in its proposed service area and an analysis of the mar ket
sharethat the applicant expectsto capturefor each zip code areain the proposed
service area. An applicant shall demonstrate the reasonableness of the assumptions
relied upon in defining its proposed service ar ea.

(b) An applicant’s need analysisfor a new or relocated program shall account for the
utilization trendsin the most recent published utilization projections of cardiac
surgery casesin Regulation .08 for:

(1) The health planning region in which the applicant hospital islocated;
and

(i)  Any other health planning regions from which it projectsdrawing, or
from which available evidence indicatesthat it will draw, 20 percent
of more of its patients.

(c) An applicant’s need analysisfor a new program shall include current infor mation
about the number of patientsreferred for cardiac surgery following a diagnostic
cardiac catheterization at the applicant hospital and address how thisinformation
supportsthe applicant’s demonstration that the proposed new program can
generate at least 200 cardiac surgery cases per year.

(d) Closure of an existing program, in and of itself, isnot sufficient to demonstrate the
need to establish a new or replacement program.

APPLICANT RESPONSE

(a) AAMC will serve morethan 200 cases per year

The new cardiac surgery program at AAMC will serve well in excess of 200 cases per year based
on popul ation forecasts and projected use rates in the defined service area, and on evidence-
based market share assumptions for AAMC. The sections which follow:

e Define and validate the cardiac surgery service areafor AAMC;

e Profilethe service areain terms of population and cardiac surgery use rates to project the
total market for cardiac surgery;

e Establish AAMC’s current market share position as the basis for establishing projected
cardiac surgery market share; and

e Provide two (2) anayses that support projections for 200+ cardiac surgery cases
beginning in Program Y ear 1 (FY 2017).
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i. Service Area Definition*®

AAMC islocated in Annapolis, Maryland and serves a population that extends across Anne
Arundel County and communitiesin seven other counties, including Calvert, Prince George's,
Charles, Caroline, Talbot, Kent and Queen Anne’s counties. Discharge data demonstrates that
AAMC serves as amajor provider to these counties, particularly in the area of cardiac care. As
an illustration, AAMC performs more than 20% of all adult PCI cases from the four midshore
counties of Talbot, Caroline, Kent, and Queen Anne's counties (CY 2013).

The service area definition for the new cardiac surgery program represents the geographic area
from which 90% of AAMC’s current base of PCI patientsis now drawn. This service areawas
defined to serve those regions demonstrating one or more of the following factors associated
with cardiac surgery:

(a) Geographic access concerns

(b) High rates of outmigration

(c) Utilization of high cost hospitals, and/or

(d) Proximity to AAMC and demonstrated utilization of AAMC, particularly PCI services

AAM C is strongly positioned—geogr aphically, programmatically, and oper ationally— to
servethisregion’s population, produce quality improvements, and gener ate cost savings.

The proposed cardiac surgery service areafor AAMC is defined as:

5 county Subreg| on Anne Arundel, Talbot, Kent, Queen

Baltimore Upper Shore (Anne Arundel + 4 “Midshore” Anne's, and Caroline Counties
Counties)

23 zip codes in Prince George's and
Contiguous communities | Calvert Counties

I\)II\étashi n?tton assigned to AAMC
ropolitan iti i
P (PGICalvert co:ml/lngl% assigned to Formally assigned to AAMC's service

areaunder its GBR contract

The service areais depicted on the map which follows, and defined by patient origin statisticsin
the section following.

18 The service area defined hereis distinct from the “GBR-defined service area.” The cardiac surgery service areais
defined more broadly based on the criteria above and in response to region-specific needs for an additional cardiac
surgery program.
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As noted above, the service area encompasses segments of both the Baltimore Upper Shore
region (where AAMC is located) and the Washington Metropolitan region (which AAMC aso
serves). AAMC has defined each of these segments to be part of its service area based on the
following evidence:

Baltimore Upper Shore: Anne Arundel and the Four Midshore Counties are a Distinct,
Higher Need Market

The five-county subregion defined here accounts for approximately 80% of the medical
cardiology and PCI volume at AAMC, and represents a distinct market within the much larger
Baltimore Upper Shore region.

The Baltimore Upper Shore region, the largest of Maryland’ s four planning regions, is comprised
of 11 counties. Because thisregion is so broadly defined, the “metrics’ that are tabul ated across
this wide geographic area often mask higher need in its subregions. The five county subregion in
AAMC' s defined service area must be recognized as a distinct and higher need market, as
reflected in the following indicators:

e Theelderly comprise asignificantly higher percentage of the population in thisfive
county region, and the elderly cohort is projected to grow to 17% of the total population
by CY2019. More notably, by CY 2019, Talbot County and Kent County are projected to
have two of the highest percentages of elderly in the State of Maryland (28% and 25%,

respectively).
Elderly (age 65+) as a % of total population
Overall Batimore Upper
Shore 5 County Sub-region
CY 2013, Estimated 11.7% 14.4%
CY 2019, Projected 16.4% 17.1%

e Theuseratefor cardiac surgery in the midshore counties has declined far more slowly
than in other counties in the Baltimore Upper Shore, reflecting a steadier demand for
cardiac surgery.

Average annual change in cardiac surgery use rate

Overall Baltimore Upper Shore 5 County Sub-region
CY 2008-2013 -3.25% -1.05%
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e Population growth and the relatively modest use rate shift in the midshore are projected
to result in relatively stable cardiac surgery volume for this segment of the Baltimore
Upper Shore.

Adult cardiac surgery volume: # Discharges for Residents
Overall Baltimore Upper

Shore 5 County Sub-region
CY 2013, Estimated 2,631 691
CY 2018, Projected 2,313 669
% Change, 2013-2018 -12.1% -3.2%

e Therate of outmigration from the midshore subregion to Washington, DC hospitalsis
notably higher than the overall outmigration rate from the Baltimore Upper Shore. With a
redirection of volume to Maryland hospitals (anticipated under the new waiver), a
significant increase in case volume may be projected for this region.

Outmigration from Baltimore Upper Shore region (CY 2013)
Overall Baltimore

Upper Shore 5 County Sub-region
# Total adult cardiac surgery cases 2,631 691
# Cases at Washington Hospital Center 219 186
% Cases at Washington, DC Hospitals 8.3% 26.9%

e AAMC hasbuilt abase of affiliated physiciansin this five-county sub-region of the
Baltimore Upper Shore
0 Atthistime, there are 29 cardiologists on the medical staff of AAMC who
practicein Anne Arundel County and 1 cardiologist on the medical staff of
AAMC who practicesin Kent and Queen Anne's Counties.

Washington Metropolitan: AAMC is accountable for a defined market within Prince George's
and Calvert Counties

The Washington Metropolitan region (as defined by the MHCC) includes Washington, DC and
six Maryland counties, including Prince George's County and Calvert County. Under its global
budget revenue (GBR) contract, AAMC'’ s defined service areaincludes 23 zip codes in these two
counties, reflecting AAMC’s mgjor role as a provider to these communities:
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e AAMC hasbuilt astrong base of affiliated physiciansin this subregion of the
Washington Metropolitan region
0 Atthistime, there are 2 cardiologists on the medical staff of AAMC who practice
in this region. AAMC expects to make major investments in population health
management in this geographic area, and AAMC is committed to provide loca
access to specialists.

e Residents of these communities account for approximately 15% of AAMC’s medical
cardiology discharges. Had a cardiac surgery program been available on-site at AAMC, it
can be assumed that a large majority of these patients would have remained at AAMC for
their cardiac surgical care, alongside their cardiologists.

e AAMC soutreach programs extend across this region and include hypertension
awareness, screenings, and heart health programs for high risk individuals. AAMC'’s
outreach programs are geographically broad-based and operate through partnerships with
faith-based organizations, housing agencies, homeless shelters, and community centers.
Many of these programs are targeted to minority and/or underserved communities.

Based on its historical market share and based on expectations of even more intensive outreach
and case identification under its GBR contract, AAMC included these communitiesin the
definition of the proposed service areafor cardiac surgery.

AAMC’s Service Areafor Cardiac Surgery: Overall Profile

The five county segment of the Baltimore Upper Shore and the 23 zip code segment of the
Washington Metropolitan region combine to define AAMC’ s service area for cardiac surgery.

Primary and secondary service areas

Consistent with conventional definitions, AAMC defined aprimary service area and a secondary
service areafor cardiac surgery, adopting regional/county definitions where possible to align
with the framework of health planning regions. The delineation of primary and secondary service
areas was supported by patient origin statistics using the most relevant patient populations at
AAMC: (a) PCI patients (b) medical cardiology patients, and (c) AAMC cardiac patients
transferred to other hospitals for cardiac surgery. These patient populations provide a rel evant
and credible patient base upon which to project AAMC’ s future population base for cardiac
surgery, and the analysis provides a consistent basis for defining AAMC’ s primary and
secondary service areas.

134



Chart 17
PATIENT ORIGIN OF AAMC’s REPRESENTATIVE PATIENT POPULATIONS

CY 2013
INPATIENT
PCl MEDICAL TRANSFERS TOTAL ADULT
CARDIOLOGY FORCARDIAC DISCHARGES
SURGERY
PRIMARY SERVICE
AREA
Anne Arundel County 67.5% 68.2% 63.6% 64.5%
SECONDARY SERVICE
AREA
Midshore Counties: Talbot,
Caroline, Kent, and Queen 12.6% 10.0% 14.5% 13.2%
Anne's
Prince George' s and Calvert 0 0 0 0
Counties: GBR Segment 9.3% 15.0% 14.5% 5.8%
Subtotal, Service Area 89.4% 93.3% 92.6% 90.5%
Subtotal, Out of Area 10.6% 6.7% 7.4% 9.5%
TOTAL AAMC 100.0% 100.0% 100.0% 100.0%

Source: HSCRC Discharge Abstracts

ii. The Market: Population, Use Rate, and Projected Case Volume

AAMC' s service area, defined above, will generate enough cardiac surgery cases by 2018
(approximately 888 discharges, consistent with the MHCC' s projected use rate decline) to
support a cardiac surgery program at AAMC.

The defined service area represents a population of approximately 865,000 adults, projected to
grow by approximately 1% per year. The elderly cohort in this region (age 65+ yearsold) is
projected to grow and comprise 18% of the total population by CY 2018.

Using zip code-specific population projections from Nielsen SiteReports, and discharge data
from the HSCRC and DCHA abstract databases, the historical trends in cardiac surgery case
volume were documented for CY 2008-2013, use rates were cal culated, and the age cohort-
specific projection formula prescribed by the MHCC was applied to project case volume for the
defined service area (see “Methodology”). Use rate calculations for the Baltimore Upper Shore
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counties and the Washington Metropolitan region segments were prepared separately, and total
projected volumes for each region were summed to produce the total projected case volume for

the defined service area

As noted, the MHCC' s use rate projection formula—based on the average annual percentage
change in use rates across the most recent 6-year period—was applied to the 2018 and 2019
projected population for purposes of sizing the future cardiac surgery market. The results were

asfollows:
Chart 18
ADULT CARDIAC SURGERY (Age 15+ years)
AAMC PROPOSED SERVICE AREA
POPULATION-BASED PROJECTIONS
Discharges per 100,000 population
ACTUAL

2008 2009 2010 2011 2012 2013
Adult population 736,082 745,865 840,480 848,269 856,392 864,864
Adult cardiac surgery discharges 943 1,033 903 952 790 945
Discharges per 100,000 adult
population 128.1 1385 107.4 112.2 922 109.3

PROJECTED

2014 2015 2016 2017 2018 2019
Adult population 872,006 879,467 887,262 895,406 903,917 912,810
Adult cardiac surgery discharges 930 917 905 896 888 883
Discharges per 100,000 adult
population 106.6 104.2 102.0 100.1 98.3 96.7

Sources:

(2) Population figures: Nielsen SiteReports

(2) Discharges:
(a) HSCRC Abstract Database, CY 2008-2013
(b) DCHA Database, CY2008-CY 2013

Notes:

(a) Adults defined as age 15+
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AAMC would note, however, that clinicians at AAMC believe that the projected volume
under statesthe number of casesto be served based on the following factors:

e The projection formulais based on the average annual growth rate across the 2008-2013
time period, a time period when cardiac surgery use rates declined considerably.
Clinicians at JHH and AAMC do not expect a comparable declinein use rates going
forward; in fact CY 2013 experience already indicates a plateauing of useratesin this
market. Thereis some indication that new technology and less invasive procedures will
expand the candidate pool for cardiac surgery to include a higher percentage of elderly
patients. Thiswould result in an increase in use rates among the elderly population, not
reflected in the MHCC' s projection methodol ogy.

iii. Utilization patterns and CY2013 market share, by hospital

The need for an additional cardiac surgery program is made evident by CY 2013 utilization
patterns. This data demonstrates two critical points:

First, patients endure long travel times. The majority of cardiac surgery patients from the defined
service areatravelled 35-95 minutes to receive their surgery with cardiac surgery providersin
Baltimore City and Washington, DC. Only 27 patients from this region utilized Prince George's
Hospital Center or Peninsula Regional Medical Center for cardiac surgery, possibly reflecting
the relatively small program at these sites and/or patient preference for an academic medical
center.

Second, patients are relying heavily on some of the costliest facilities. The vast mgjority of
patients were treated at the three highest charge hospitals for cardiac surgery in the region:
Nearly half of al cardiac surgery patients from the service areawere treated at Maryland’' s two
academic medical centers (45% of patients), and more than one third of all cardiac surgery
patients from the service area were treated at the WHC (36%). The population basein this
region, generating 945 adult cardiac surgery casesin CY 2013, islarge enough to support a
locally-based, high volume program, and AAMC can provide alower cost aternative.

Current utilization patterns are presented below based on CY 2013 discharge data:
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Chart 19

Adult Cardiac Surgery Market Share
AAMC Cardiac Surgery Service Area
Calendar Year 2013

University of Union Peninsula Washington Medstar All Other
Johns Hopkins Maryland Memorial St. Joseph Regional Adventist Prince George's|| Washington MD/DC
Hospital Medical Center Hospital Sinai Hospital || Medical Center || Medical Center Hospital Hospital Center|| Hospital Center Hospitals TOTAL
Market Market Market Market Market Market Market Market Market Market Market
Patient Origin Cases Share Cases Share Cases Share Cases Share Cases Share Cases Share Cases Share Cases Share Cases Share Cases Share Cases Share
Baltimore Upper Shore
Anne Arundel 113 22.0% 174 33.9% 67 13.1% 9 1.8% 11 2.1% 1 0.2% 3 0.6% - - 133 25.9% 2 0.4% 513  100.0%
Talbot 2 3.3% 35 58.3% - - - - - - 13 21.7% - - - - 10 16.7% - 0.0% 60 100.0%
Queen Anne's 12 21.8% 14 25.5% 2 3.6% - - - - - - - - - - 27 49.1% - 0.0% 55 100.0%
Caroline 3 8.3% 16 44.4% 1 3.6% 1 - - 10 27.8% - - - - 5 13.9% - 0.0% 36 100.0%
Kent 8 29.6% 8 29.6% - - - - - - - - - - - - 11 40.7% - 0.0% 27 100.0%
Subtotal, 5 County Region 138 20.0% 247  35.7% 70 10.1% 10 1.4% 11 1.6% 24 3.5% 3 0.4% - 0.0% 186  26.9% 2 0.3% 691 100.0%
Metropolitan Washington
Calvert, AAMC segment 6 10.9% 1 1.8% - - - - - - - 7 12.7% - - 36 65.5% 5 0 55 100.0%
Prince George's, AAMC segment 19 9.5% 17 8.5% 1 0.5% 2 1.0% - - - - 36 18.1% 3 1.5% 117 58.8% 2.0% 199 100.0%
Subtotal, PG/Calv Segments 25 9.8% 18 7.1% 1 0.4% 2 0.8% - 0.0% - 0.0% 43 16.9% 3 1.2% 153 60.2% 9 3.5% 254 100.0%
Total, AAMC Card Surg Service Area 163 17.2% 265  28.0% 71 7.5% 12 1.3% 11 1.2% 24 2.5% 46 4.9% 3 0.3% 339 35.9% 11 1.2% 945 100.0%

Sources:
(a) HSCRC Abstract Database, CY2013
(b) DCHA Database, CY2013
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V. AAMC Will Fill the Need

1. AAMC currently hasa strong market position in the service area with respect to
inpatient cardiac care.

AAMC isamajor provider of hospital servicesin the defined service area. In CY 2013, AAMC
treated 24% of all adult discharges (excluding cardiac surgery) and nearly 20% of all medical
cardiology discharges from the defined service area. More notably, AAMC served 22% of all
PCI cases despite the competition and availability of the more * full service” cardiac surgery
hospitals in the broader region. This solid market share for cardiac care—even in the absence of
acardiac surgery program—speaks to AAMC'’ s clinical reputation for cardiac care and the
strong provider relationships that AAMC maintains across the region. The sizable market share
also reinforces the premise that AAMC' s existing referral relationships, its existing program
reputation, and its existing patient base would very largely support success of a cardiac surgery
program at AAMC.

Chart 20
AAMC Adult Market Share (CY 2013)

Adult

Adult  Adult Medical Lf

. " . Inpatient
Inpatient (*) Cardiology

PCI
Anne Arundel County 32.5% 27.3% 30.0%
Four Midshore Counties 18.1% 12.2% 23.0%
Prince George's/Calvert segments 13.0% 9.0% 7.2%
Total, Defined Service Area 24.0% 18.9% 21.8%

(*) Excluding cardiac surgery and MDC 15
(Newborns and neonates)
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2. AAMC Maintains Strong Clinician Relationships

AAMC has dways maintained a strong base of affiliated cardiologists to serve its patient
community, a physician base that includes both employed cardiologists and private, community-
based cardiologists.

AAMC's cardiologist base islargely represented by the following six practices:

Chart 21
AAMC Cardiology Base

. . Number of
Cardiology Practice Physicians
AAMG Cardiology Specialists 5
Annapolis Cardiology Consultants, LLC. 4
Chesapeake Cardiac Care, P.A. 2
Bay Cardiology 1
Chestertown Cardiology 2
Cardiology Associates 12 (*)

Totd 26 cardiologists

(*) Reflects the number of eguivalent cliniciansin full-time clinical practice

These six practices represent atotal of 26 cardiologists, 4 of whom hold clinica leadership
positions at AAMC. Each of these cardiology practice groups has expressed support for acardiac
surgery program at AAMC, and clinicians in each practice have indicated their desire to use the
new program at AAMC. Clinicians have acknowledged the benefits of alocal service site, the
continuity of careit will afford, and the added value of the JHM affiliation. Expectations are that
the majority of service arearesidents who had been served at the WHC and at the JHH will be
served, instead, by the program at AAMC. This shift will result from a combination of patient
preference, physician preference, and/or payer direction.

3. AAMC Has Extensive Outreach/Case | dentification I nitiatives
AAMC operates a broad-based outreach program of screenings, awareness and education
programs, and self-management programs for high-risk individuals. Many of these programs
operate in partnership with faith-based organizations, housi ng agencies, community centers,
businesses, homel ess shelters, and schools. Many of these programs are targeted to minority
populations and/or underserved communities. Typically, these programs are designed also to link
resident to primary care providers/specialists.
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AAMC’ s outreach programs include hypertension awareness, diabetes self-management
programs, screenings, and heart health programs for high-risk individuals. Programs such as
those in senior housings centers, businesses, and homeless shelters serve as case identification
programs for heart disease, contributing to the growth of the cardiac program at AAMC. As
these outreach program continue to expand under the population health model and GBR, AAMC
expects its cardiac care program and patient base—particularly the high risk patient base—to
grow even further.

These initiatives are discussed further below in the context of comparative review.
Projected Case Volume at AAMC: Two Supporting Analyses

AAMC projects that its new cardiac surgery program, to begin operation in FY 2017, will
achieve the following performance levelsin itsfirst three years of operation:

Chart 22
Adult Cardiac Surgery
Projected Case Volume

FY 2017 FY 2018 FY 2019
Projected  Projected  Projected
Volume Volume Volume
Total Projected Adult Cardiac Surgery Volume
241 337 387
(# dischar ges)

In Area Volume 223 312 356

Out of Area Volume 18 25 31

Total Market Size 896 888 883

AAMC Cardiac Surgery Market Share 25% 35% 40%

These projections are based on two separate analyses, each of which supports the assumption
that AAMC can achieve a40% market share by Y ear 3 of the new program and maintain a
cardiac surgery program of nearly 400 cases by Y ear 3. The two supporting analyses are
reviewed below.
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Analysis#1: Practice-based referral estimates

AAMC clinicians conducted discussions with six loca cardiology practices to estimate the
number of referrals that could be expected from cardiology practices currently referring to
AAMC for cardiac diagnostics and other specialty services. Thisanalysis served to document the
“base number” of cardiac surgery cases from existing referral sources, absent any further market
share growth.

Analysis#2: Transfers/referrals of AAMC hospital patients + market share growth

AAMC cliniciansreviewed all FY 2014 transfers and referrals from AAMC to document the
total number of cardiac surgery cases generated by the hospital’ s existing patient base (referred
to as “existing volume” or “in-hospital demand” at AAMC). AAMC clinicians then estimated
further volume shifts/referral redirection anticipated with the growth of the Johns Hopkins
program partnership. The analysis supports final volume projections of well over 200 cases
beginningin Year 1, and growth to 387 cases by Y ear 3 of the program. Based on the current
distribution of AAMC transfers, the analysis also provided the basis for projected shifts of
cardiac surgery cases by hospital and by payer.

Findings and conclusions from these analyses are summarized bel ow.
Analysis#1 Basevolume: Practice-based referral estimates

AAMC management conducted discussions with six local cardiology practices to document the
number of cardiac surgery referrals made in the last year and to estimate the percentage of
patients that clinicians expect to refer to AAMC as the new program begins operation and gains
recognition. An adjustment factor was applied to the current referral volume to reflect the
projected use rate, consistent with the projected use rate for the service area.

e The composite results from this survey demonstrated that AAMC can expect to serve more
than 240 cardiac surgery cases from this existing referral base by the end of Program Year 1.
This reflects the following factors:

0 Severd of these practice groups represent high volume practices;

0 Many of these clinicians maintain an active presence, strong working relationships,
and/or leadership rolesat AAMC,;

o AAMC will become the preferred service site for clinicians to assure continuity of
care and patient satisfaction ; and

o Clinicians recognize the immediate value-added features that would be provided to
patients by a program at AAMC: amore accessible location, continuity of care with

142



area cardiologists, lower costs of care, and the clinical expertise and new treatment
modalities provided by the JHM surgical team.

Chart 23
Base-Volume Referrals
Tota Projected Practice . .
AAMC-affiliated EY 2014 Referrald? AAMC Estimated Share AAMC Projected Volume

Cardiology Practices | Referrals Ey Fy ™ Fy Fy Ey Fy Ey Ey

2017 2018 2019 | 2017 2018 2019 | 2017 2018 2019
AAMG Cardiology 105 101 98 98 90%  90%  90% 1 88 88
Specialists
Annapolis
Cardiology 105 101 98 98 0%  90%  90% o1 88 88
Consultants, LLC.
Chesapeake Cardiac 27 26 25 25 500  75%  75% 13 19 19
Cae, PA.
Bay Cardiology 10 10 9 9 75%  90%  90% 7 7 7
Chestertown 55 53 51 51 25%  50%  50% 13 26 26
Cardiology
Cardiology 120 115 112 112 | 50% 5%  75% | 57 84 84
Associates
gr?ltfl' 6 practices 422 406 395 393 | 67%  79%  79% | 272 312 312

[1] Estimated based on 12 cardiologistsin full time clinical practice @ 10 referrals per physician per year
[2] Projections based on FY 2014 estimates adjusted for projected change in service area discharges

e Additional market share growth is anticipated based on expectations of further shifts from the
JHH (as afunction of program collaboration) and further shifts from the WHC (as a function
of program recognition, patient preference, and payer direction). This broader analysis and
set of final projections was prepared through Analysis #2 (see below).

Analysis#2: Total volume projection: AAMC hospital patients + market share growth

As one of the highest volume cardiac care providersin the state, AAMC is positioned to support
acardiac surgery program very largely through its existing patient base. This premise was tested
and supported by an analysis that defined and quantified four patient cohorts expected to utilize
AAMC’ s new cardiac surgery program,
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Chart 24

Adult Cardiac Surgery Program

Projected Volume at Anne Arundel Medical Center
FY 2014 Base and Projected Ramp Up

(userate and ramp up applied)

Patient Actual FY 2017 FY 2018 FY 2019
Cohort Definition FY Assumptions Fy 2014 Projected Projected  Projected
2014 Estimated | v/glyme Volume Volume
Achievable (Year 1)
Volume
(Year 2) (Year 3)
EXISTING 237
Cohort VOLUME AT .
A) AAMC — Currently 80% retention 188 179 178 177
transferred/ref’ d
Cohort SERVICE AREA 163 50% shift to AAMC (less
(B) PATIENTS NOW direct transfersin Cohort A) 45 43 42 42
AT JHH
Incremental Volumeto
Achieve Market Share;
945
C‘(’g‘))” “égg@%Lf;’?Ef o Year 1: 25% 158 17 108 155
m(;?ﬂt ) o Year 2: 35%
e Year 3: 40%
Cohort Additional 8% Incremental
D) OUT OF AREA Volume 20 2 9 13
Total Projected Adult Cardiac Surgery (A+B+C+D) 241 337 387

Projections for each patient cohort were based on the following evidence and set of assumptions:

Cohort A: Hospital patientsat AAM C requiring cardiac surgery

Assumption: AAMC will serve 80% of all patientscurrently transferred or referred for
cardiac surgery from AAMC

(A) (1) Transfers- In FY 2014, AAMC arranged direct transfer of 237 hospital patients for
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cardiac surgery, valve surgery, or immediate evaluation for surgery. Through individual
case review, AAMC clinicians documented or estimated that atotal of 162 of these




patients received surgery after transfer; thisincluded 143 inpatients and 19 outpatients
who were determined to have received cardiac surgery or valve surgery following
transfer. Clinicians at AAMC estimate that at |east 80% of these patients would have
remained at AAMC if acardiac surgery program had been available on site.

162 direct transfers x 80% = 128 surgical patients

(A) (2) Referralsfor surgery - In FY 2014, cardiologists at AAMC referred 75 outpatients
for cardiac surgery or valve surgery following outpatient diagnostic catheterization at
AAMC. Clinicians estimate that approximately 80% of these patients would have
received surgery at AAMC if aprogram had been offered on site.

75 outpatient referrals for surgery x 80% = 60 surgical patients

TOTAL COHORT A: EXISTING PATIENTSTREATED AT AAMC = 188 patients

(“In hospital demand”)

Cohort B: Volume shifts expected to occur from the JHH program collabor ation

Assumption: 50% of all service arearesidents currently served at the Johns Hopkins
Hospital will be served at Anne Arundel Medical Center

As discussed later in section 10.24.01.08G(3)(d), the program will operate under the leadership
of the chief of cardiac surgery, who isafull time faculty member of the Johns Hopkins School of
Medicine and will be a member of ateam of three cardiac surgeons (2.5 FTEs). With the
availability of JHM surgeons at AAMC, and with the AAMC-JHM program integration clearly
communicated, clinicians expect that a minimum of 50% of service arearesidents currently
treated at JHH for cardiac surgery will shift to the AAMC location:

e Patients from the defined service area are expected to prefer ahospital in closer
proximity to home if AAMC can offer the same JHM surgical staff, state of the art
technology, and excellent clinical caliber;

e Patients are expected to value AAMC’ s track record of high service quality; and

e Insurers are expected to value AAMC as the lower cost service site, and increasingly
direct referrals to the lower cost service site with comparable value.
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Based on this assumption, the following estimates were made:

CY 2013, Total number of service arearesidents served at JHH = 163 patients

50% of current volumeisprojected to select/shift to AAMC = 82 patients

Lessdirect transfers/referrals already counted/documented in Cohort A = (37 patients)

TOTAL COHORT B: ADDITIONAL VOLUME PROJECTED TO SHIFT FROM JHH=

45 patients

Cohort C: Further market share growth from other hospitals acrossthe service area

AAMC expects to achieve 35% market share in its service area by end of Year 2 and 40%
market share by end of Year 3. Most of thisvolume is accounted for by AAMC’ s existing patient
base (Cohort A) and the planned volume shift from the JHH (Cohort B) defined above.

Cohort A: Existing “in-hospital” demand at AAMC = 19% share

The current volume of AAMC’ s hospital patients transferred/referred for cardiac surgery
tranglatesinto a 19% equivalent market share of cardiac surgery volumein the
defined service area. In other words, AAMC can expect to serve at least 19% of service
areavolume from its existing hospital patient base. Thisfigureis prior to accounting for
additional market share growth.

Cohort B: Redirection from the JHH = Additional 4% share

Clinicians expect additional service area volume to shift from the JHH as a function of
the collaborative program. The projected volume shift translates into an additional 4%
market share.

AAM C projectsfurther growth to achieve 35-40% market sharein Program Years2-3
based on the following:

Referral/redirection by large cardiology practices — Clinicians from the six local
cardiology practice groups affiliated with AAMC indicate that they expect to make the
large majority of their referralsto AAMC; approximately 30-40 of these cases are now
referred directly to JHH or WHC for both cardiac catheterization and surgery, and are not
included in the transfer volume from AAMC (Cohort A). This volume would equate to an
additional 3-4% market share.

Market share growth for chronic heart disease and PCI —With the introduction of cardiac
surgery, AAMC expects its cardiology market share to increase. Patients/clinicians who
have not been comfortable using AAMC as an interventional cardiology provider in the
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absence of cardiac surgery back-up will be expected to use AAMC more readily, and
AAMC market shareis forecasted to grow appreciably.

e Overall market share growth in the midshore counties — AAMC operates a community-
based “hub” of physician practicesin Kent County which is expected to continue
building market share in the Eastern Shore region.

Based on AAMC' s strong starting point (an equivalent cardiac surgery market share of 19%
from its current hospital patients) and the dynamics forecasted above, the new program at
AAMC is expected to achieve a 40% market share for cardiac surgery by the end of itsthird year
of operation.

TOTAL COHORT C: FURTHER PROGRAM GROWTH TO
ATTAIN 35-40% MARKET SHARE IN SERVICE AREA
158 patients

Cohort D: Out of area patients

The growth in service area volume is expected to be accompanied by growth in out-of-area
volume, consistent with AAMC’ s experience. Approximately 8% of AAMC’s PCI volume has
been drawn from outside of the service area. Therefore, an additional 20 out of area patients are
projected based on the assumption that 8% of total cardiac surgery patients will come from out of
area

TOTAL COHORT D: FURTHER GROWTH, OUT OF AREA VOLUME
MAINTAIN 8% OF TOTAL VOLUME FROM OUT OF AREA

20 patients

Composite projection: CohortsA+B+C+D

A composite projection, by patient cohort, is re-presented below based on the CY 2013-14 “ base
analysis.”

e The base analysis simulates a current year program at full market share based on current
market data and AAMC transfer volume. This volume isreferred to below as “FY 2014
Achievable Volume.”

e Based on these volumes, AAMC projected its FY 2017-2019 program volume by
applying the projected change in use rates and ramp-up assumptions to achieve target
market share by FY 2019. Therefore, program projections reflect the projected use rate
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in FY 2017-2019, and aramp up of AAMC’s market share from 25% share to 40%

share.
Chart 24 (repeated from above)
Adult Cardiac Surgery Program
Projected Volume at Anne Arundel Medical Center
FY 2014 Base and Projected Ramp Up
(userate and ramp up applied)
Patient Actual FY 2017  FY 2018 FY 2019
Cohort Definition FY Assumptions FY 2014 Projecte  Projected  Projected
2014 Estimated d Volume Volume
Achievable | v/glume
Volume
(Year1)  (year2)  (Year3)
EXISTING
VOLUMEAT 237
Cohort .
AAMC — 80% retention 188 179 178 177
(A)
Currently
transferred/ref’ d
Cohort  SERVICEAREA 163 50% shift to AAMC (less
(B) PATIENTS NOW direct transfersin Cohort 45 43 42 42
AT JHH A)
Incremental Volumeto
Achieve Market Share:
Corort MARKET 945
© SHARE o Year 1: 25% 158 17 108 155
GROWTH/SHIFT rémt ) e Year 2:35%
o Year 3: 40%
Cohort Additional 8%
(D) OUT OF AREA Incremental Volume 20 2 9 13
| Total Projected Adult Cardiac Surgery (A+B+C+D) 241 337 387

A number of points are highlighted by this presentation:

AAM C’sprojections are supported by both a survey of itscurrent referral base of
cardiologistsand an analysis of its hospital patient base (transfersand referralsfor

cardiac surgery).
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e The200 cardiac surgery volumetarget established in COM AR regulations can be
achieved at AAMC very largely and very immediately by AAMC’ s existing patient
base, i.e., hospital patients who have been admitted / treated at AAMC, and are
determined to require surgery. Theinternal case review of FY 2014 AAMC patients
demonstrated that AAMC'’ s existing patient base (served at the hospital) generates a case
volume of 188 cardiac surgery cases (Cohort A).

e AAMC can expect to maintain case volumethat iswell above the 200 minimum
volume standard even in the context of projected userates. The FY 2014
“simulated” model (total achievable volume, defined on the basis of FY 2014
volume) yielded 411 cases. This volume was then “discounted” to reflect the projected
use rate through CY 2019. Based on the use rate methodology prescribed in COMAR
regulations and AAMC’ s growing market share, AAMC projects the following casel oad:

FY2017, Year 1 241 discharges
FY 2018, Year 2 337 discharges
FY 2019, Year 3 387 discharges

Summary assessment

AAMC has demonstrated through multiple analyses that the 200 minimum volume standard for a
cardiac surgery program can be exceeded at AAMC by the end of Program Y ear 1, and that more
than half of this volume will be met by AAMC’ s hospital patients. The availability of high
quality, lower cost cardiac surgery at AAMC is expected to result in market share growth for the
overall cardiac care program at AAMC, and the program partnership with its JHH partner is
expected to further strengthen AAMC as a preferred cardiac surgery provider.

Reasonableness of market share projections

A close review of market share assumptions supports the reasonableness of AAMC's projected
market share for cardiac surgery. AAMC has projected 35% market share by Y ear 2 and 40%
market share by Y ear 3 based on the following factors:

e Cardiac surgery demand from AAMC’ s existing hospital patients - AAMC currently
demonstratesthe equivalent of 19% mar ket sharefor cardiac surgery based on the
number of patient transfersand referralsfrom AAMC for cardiac surgery.
Therefore, AAMC can expect to achieve at least 19% market share through the hospital’s
existing patient base.

e Program integration plans with JHM — The projected shift of service arearesidents now
served at the JHH trandates into an additional 4-5% market share.
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e Individua cardiologists who now refer directly to the JHH — Based on survey
information from the largest cardiology practices, an additional 30-40 cases are projected
to shift from the WHC and JHH. This volume would translate into an additional 3%
market share.

e Current market share for PCI — AAMC has already achieved nearly 22% market share for
inpatient PCI services, and this market share is expected to increase as AAMC becomes a
full-service provider; patients and clinicians are more likely to select AAMC asthe
provider of choice when cardiac surgery back-up is provided on site.

Asafina test of reasonableness, AAMC examined its recent experience with new specialty
programs to provide “benchmarks’ for market share performance, providing further support to
the reasonableness of a 25-40% market share target. This examination documented the
following:
e Market share anaysisfor the overall adult market shows that AAMC currently
captures 24% of total adult dischargesin the defined service area (excluding cardiac
surgery). Based on this documented experience, AAMC can expect to achieve a
comparable market share relatively quickly for cardiac surgery and grow further to
achieve 40% market share by the program’ s third year of operation.
e AAMC has demonstrated a “track record” for achieving 30-40% market share for
several other specialty programs. Market share for its joint replacement program and
its bariatric surgery program provideillustrations. In CY 2013, AAMC documented a
41% market share for joint replacement discharges in this very same broadly-defined
service areafor cardiac surgery and 32% market share for bariatric surgery:

Chart 25
AAMC Market Share
AAMC Market Share
I npatient Joint AAMC Market Share
Replacement Bariatric Surgery

CY2013 CY2013
Anne Arundel County 50.1% 35.1%
Midshore Counties 27.1% 36.0%
PG/Cadvert Segment 36.1% 24.3%
PG Segment 31.3% 22.0%
Calvert Segment 54.1% 35.1%
Service Area Total 40.7% 32.1%

Sources:
(1) HSCRC Discharge Abstracts
(2) DCHA Discharge Database
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(c) AAMC’s volume of diagnostic cardiac catheterizations supports AAMC’s premise that
the project will generate a caseload of greater than 200 cardiac surgery cases.

The existing need for a cardiac surgery program at AAMC is evidenced by the volume of cardiac
catheterization procedures at AAMC and the expected number of patients requiring cardiac
surgery subsequent to cardiac catheterization. The percentage of patientsis consistent with
national practice patterns and clinical expectations. These figures are documented below:

Cardiac catheterization casesresulting in cardiac surgery
CY2014

(Includesinpatient and outpatient procedures)

Percentage of diagnostic catheterizations resulting in cardiac surgery 11.4%
Total number of diagnostic catheterization procedures, CY 2014 (12 months) 1,052 cases
AAMC rateof catheterizationsresultingin cardiac surgery (last 7 months) 11.4%

Estimated annual number of diagnostic catheterizationsresulting in cardiac surgery 120 cases

Based on the experience documented above, AAMC’ s existing patient base of diagnostic
catheterization patients, by itself, will account for nearly half of the projected volume in Program
Year 1.

Summary statement
AAM C has demonstrated that its new program will:

e Meet the need for a program that is geographically closer and more affordable to
service arearesidents;

e Exceed the minimum volume standard of 200 cases, even astotal case volumein the
Baltimore Upper Shore and Washington Metropolitan regions are projected to
decline; and

e Redistribute volume acr oss existing providers without resulting in any one provider
with 200+ cases to be reduced to <200 cases.

151




Chart 26
Adult cardiac surgery
Projected case volume and mar ket share

FY 2014 FY 2017 FY 2018 FY 2019
Estimated Projected Projected | Projected
Volume Volume Volume Volume
Existing
(H I n_
House")
Total Projected Adult Cardiac Surgery Volume 188 241 337 387
In Area Volume 188 223 312 356
Out of Area Volume 18 25 31
Total Market Size 945 896 888 883
AAMC Cardiac Surgery Market Share 20% 25% 35% 40%

(b) An applicant’s need analysisfor a new or relocated program shall account for the
utilization trendsin the most recent published utilization projections of cardiac surgery
casesin Regulation .08 for:

(i) The health planning region in which the applicant hospital islocated; and

(if) Any other health planning regions from which it projects drawing, or from which
available evidenceindicatesthat it will draw, 20 percent of more of its patients.

AAMC expects to draw nearly 100% of its volume from two health planning regions, including
(1) the Baltimore Upper Shore Region and (2) the Washington Metropolitan Region. Based on
the most recently published utilization figures in the Maryland Register, the total number of
projected cardiac surgery discharges for each of these regions will allow for AAMC to achieve
its projected case volume (Y ear 2018 = 337 discharges) without causing volume at any one of
the existing cardiac surgery providers now serving 200+ cases to decline below 200 discharges.

Analysis A: Impact of the addition of a new cardiac surgery provider

The recently published projections for cardiac surgery validate that the projected volume will
support the addition of another cardiac surgery program in the region without resulting in any
existing provider of 200+ cardiac surgery cases to decline below this minimum volume standard.
Thisfact is presented by the analysis below, which applies current hospital market share to the
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projected cardiac surgery volume for Y ear 2018 and shows the impact of AAMC’ s new program
in context of this projected market.

The recently published utilization figures are based on Y ear 2013 data and project atotal of
2,704 cardiac surgery discharges for Baltimore Upper Shore hospitals and 1,971 discharges for
Washington Metropolitan hospitalsin Y ear 2018. This volume represents the total volume of
cardiac surgery discharges projected to be served at hospitals within each Region. Therefore, the
total discharges reflect outmigration of residents to hospitals outside of the local area, and reflect
in-migration of out-of-area patients to hospitals in the region.

The projections by health planning region are documented bel ow:

Chart 27
Projected Adult Cardiac Surgery Case Volume by Health Planning Region, CY 2014-19

Year
Region 2014 2015 2016 2017 2018 2019
Baltimore Upper Shore 3,007 2,935 2,853 2,777 2,704 2,635
Lower Shore 416 408 401 394 388 383
Washington M etropolitan 2,104 2,076 2,039 2,004 1,971 1,940
Western 153 143 134 126 119 112
Total, All Regions 5,680 5,562 5,427 5,301 5,182 5,070

Based on the projected volume for 2018, and based on the projected shifts across hospitals with
the new program at AAMC, the following assessment is presented to demonstrate consistency
with COMAR 10.24.17.08 (“Accounting for projections in published utilization projections’):

BALTIMORE UPPER SHORE REGION

Premise 1:

Total projected adult cardiac surgery dischargesfor CY 2018 (State projection) = 2,704

Premise 2:

For FY 2018 modeling purposesin this assessment, we apply the total number of FY

2018 dischar ges projected by the State of Maryland for Baltimore Upper Shore

hospitals, and assume that the distribution of discharges across Baltimore Upper Shore

hospitalsin CY 2018 remains consistent with the distribution of discharges across

Baltimor e Upper Shore hospital in CY 2013.
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Chart 28
Baltimore Upper Shore Discharge and Volume Projections

CY2013 Year 2018
Actual discharge  Projected volume
distribution based on Year 2013 share
TOTAL BALTIMORE UPPER SHORE HOSPITALS 3,082 2,704
CY2013 Year 2018
Actual share Projected volume
Distribution by Baltimore Upper Shore hospital (N = 3,082) (N =2,704)
Johns Hopkins Hospital 34.4% 930
University of MD Medical Center 26.3% 711
Sinai Hospital 11.1% 300
MedStar Union Memorial 18.6% 503
Univ of MD St Joseph 9.6% 259
TOTAL, UPPER SHORE HOSPITALS PROJECTION 100.0% 2,704

Premise 3:
A total of 104 discharges are projected to shift from Baltimore Upper Shore hospitalsto
AAMC in theYear 2018 and will not result in any existing provider with 200+ cardiac
surgery cases to decline below 200 dischar ges.

Chart 29
Baltimore Upper Shore Market Share and V olume Projections

PROJECTED TOTAL BALTIMORE UPPER SHORE HOSPITALS 2,528

CY2013 Year 2018 Year 2018

Actual share Projected volume Projected shift Net Effect
Johns Hopkins Hospital 34.4% 930 (69) 801
University of MD Medical Center  26.3% 711 (29) 636
Anne Arundel Medical Center ~ -----—-—-—-  —eeeee- 104 104 (*)
Other Upper Shore hospitals 39.3% 1,063 (6 987
TOTAL, UPPER SHORE HOSPITALS 100.0% 2,704 0 2,704

(*) Note: Anne Arundel Medical Center will be drawing an additional 233 discharges from the Washington Metropolitan Health Planning
Region

WASHINGTON METROPOLITAN HEALTH PLANNING REGION

Premise 1:
Total projected adult cardiac surgery dischargesfor CY 2018 (State projection) = 1,971
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Premise 2:
For FY 2018 modeling purposesin this assessment, we apply the total number of FY
2018 dischar ges projected by the State of Maryland for Baltimore Upper Shore
hospitals, and assume that the distribution of dischar ges acr oss Washington
M etropolitan region hospitalsin CY 2018 remains consistent with the distribution of
dischar ges acr oss Washington M etropolitan region hospital in CY 2013.

Chart 30
Washington Metro Discharge and Volume Projections

CY2013 Year 2018
Actual discharge  Projected volume
distribution based on Year 2013 share
TOTAL, WASHINGTON METROPOLITAN HOSPITALS 2,113 1,971
Distribution by Washington Metropolitan hospitals ~ CY2013 Year 2018
Actual share Projected volume
(N=2,113) (N=1,971)
Washington Hospital Center 68.5 % 1,350
Washington Adventist 15.2% 300
Suburban Hospital 9.5% 187
George Washington University 4.5% 89
Prince George’s Hospital Center 0.3% 6
All Other DC hospitals 2.0% 39
Total, Washington Metropolitan hospitals 100.0% 1,971

Premise 3:
A total of 233 discharges are projected to shift from Washington Metropolitan hospitals
to AAMC in the Year 2018 and will not result in any existing provider starting with
200+ cardiac surgery cases to decline below 200 dischar ges.

Chart 31
Washington Metro Market Share and V olume Projections

PROJECTED TOTAL WASHINGTON METRO HOSPITALS 1,971

CY2013 Year 2018 Year 2018

Actual share Projected volume Projected shift Net Effect
Washington Hospital Center 68.5% 1,350 (221) 1,129
Anne Arundel Medical Center - —eeee- 233 233 (*)
Washington Adventist 15.2% 300 ( 6) 294
Suburban Hospital 9.5% 187 187
George Washington Univ 4.5% 89 ( 6) 83
Prince George’s Hospital 0.3% 6 6
All other 2.0% 39 39
TOTAL, WASH METRO HOSPITALS 100.0% 1,971 0 1,971

(*) Note: Anne Arundel Medical Center will be drawing an additional 104 discharges from the Baltimore Upper Shore Planning Region
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Conclusion: Thetotal number of projected cardiac surgery dischargesfor each of these
two Health Planning Regionswill allow for Anne Arundel Medical Center to achieveits
projected case volume (Year 2018 = 337 dischar ges) without causing the volume at any one
of the existing cardiac surgery providers now serving 200+ cases to decline below 200
dischar ges.

Analysis B: Population-based projections for AAMC’s new program and consistency with
State of Maryland userate formula

AAMC defined a service area that incorporates five counties from within the Baltimore Upper
Shore region and segments from two counties of the Washington Metropolitan region. AAMC
then adopted a popul ation-based projection model specific to this zip code-defined service area
to project total case volume for this service area (“ market size”):

AAMC projected the total number of cardiac surgery cases for this defined service area based on
the 6-year historical userates for this defined service area:

e Userates, by age cohort, were calculated for each region for years 2008-2013.

e The average annual change in use rates, by age cohort, was calculated and applied to
projected population to project total cardiac surgery case volume for this defined service
area.

e AAMC market share assumptions were applied to reflect the impact of competitors and
to reflect outmigration that must be expected for this defined service area. (See Technical
Notes.)

Outlined below are a number of points that demonstrates the consistency with the methodol ogy
underlying published projections:

e Datasources
0 Both the published regulations and the AAMC analysis were based on an
integrated dataset for Maryland hospitals (HSCRC Discharges Abstracts) and
Washington, DC hospitals (DCHA discharge database). Both the published
regulations and the AAMC analysis were based on adult discharges only (age 15+
years).

e Useratefor service area
0 Asnoted, the AAMC analysis applied the prescribed age cohort-specific use rate
formulato the zip code-defined service area based on the 6-year average annual
changein use rates (CY 2008-2013) for this service area (five counties in the
Baltimore Upper Shore and segments of Prince George's County and Calvert
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County). This prescribed formulawas used to project total case volume (“market
size”) for the defined service areain CY 2014-2019.

0 Theprojected userate for this service area was | ess steep a decline relative to the
overall Baltimore Upper Shore, reflecting the population growth rate and higher
percentage of elderly residents.

e Market share assumptions for AAMC

0 AAMC applied 25-40% target market share for the service area and applied these
assumptions to the total projected market of cardiac surgery discharges for each
projection year. Market share assumptions reflect competitor activity and account
for “outmigration.”

0 AAMC projected that 8% of total cardiac surgery discharges would be accounted
for by “in-migration,” i.e., patients residing outside of the defined service area.
This was based on patient origin of AAMC’ s patient base for PCI and patient
origin of itsoverall patient base.

Analysis C: Proposal for alternative methodology

The State of Maryland has published utilization projections for cardiac surgery based on a use
rate projection calculated as the 6 year historical average annual percentage change in use rates.
Clearly, an average change in use rate across a 6 year period will not reflect the most current
technologies or the most recent clinical outcomes data that affect the criteriafor surgery and size
of the patient population. While the 6 year average change in use rates may help to “smooth out”
anomalies of asingle year, it does not represent the best measure for projecting use rates going
forward.

Based on this premise, AAMC submits an alternative formulafor projecting utilization based on
a 3 year average annual percentage change in use rates. This change produces an entirely
different forecast for case volume. To highlight this point, the projected use rate for the
Baltimore Upper Shore Region’s population and for the Washington Metropolitan Region’s
population is computed below based on a 3 year average annual change in use rate and based on
a6 year average annual change in use rate. (Note: AAMC acknowledges that the population use
rateisjust one component of the MHCC’ s methodology for projected facility volume).

e For the Baltimore Upper Shore Region’ s population, the differential in CY 2018 and
CY 2019 projected case volume using these two different methodol ogies is more than 500
discharges.

e For the Washington Metropolitan Region’s population, the differential in CY 2018 and
CY 2019 projected case volume using these two different methodol ogies is more than 300
discharges.
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Chart 32

ADULT CARDIAC SURGERY DISCHARGES

COMPARISON OF USE RATE-BASED PROJECTIONS
BALTIMORE UPPER SHORE REGION
(Region defined by patient residence)

ACTUAL
2008 2009 2010 2011 2012 2013
Adult population 2,321,518 2,338,886 2,354,583 2,371,840 2,389,609 2,407,907
Adult cardiac surgery
discharges 3,039 3,175 2,700 2,562 2,473 2,631
Discharges per 100,000
population 130.9 135.7 114.7 108.0 103.5 109.3
3 year average annual change
inuserate 0.5%
6 year average annual change
inuserate -3.2%
PROJECTED
2014 2015 2016 2017 2018 2019
Projected discharges @ 3 year
average annual changein use
rate 2,675 2,722 2,759 2,798 2,839 2,883
Projected discharges @ 6 year
average annual changein use
rate 2,569 2,509 2,441 2,375 2,313 2,253
Difference: Number of
discharges 106 213 318 423 526 630

Sources:

(2) Population: Nielsen SiteReports

(2) Discharges:
(a) HSCRC Abstract Database, CY 2008-2013
(b) DCHA Database, CY2008-CY 2013

Notes:
(1) Adults defined as age 15+ years
(2) Use rates/use rate changes reflects age cohort-specific calculations
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Chart 33

ADULT CARDIAC SURGERY DISCHARGES

COMPARISON OF USE RATE-BASED PROJECTIONS
WASHINGTON METROPOLITAN REGION
(Region defined by patient residence)

ACTUAL
2008 2009 2010 2011 2012 2013
Adult population 2,371,517 2,409,393 2,444,123 2,478,620 2,509,571 2,539,635
Adult cardiac surgery
discharges 2,075 2,172 1,917 1,819 1,740 1,840
Discharges per 100,000
population 87.5 90.1 78.4 734 69.3 724
3 year average annual change
inuserate -0.3%
6 year average annual change
inuserate -3.5%
PROJECTED
2014 2015 2016 2017 2018 2019
Projected discharges @ 3 year
average annual changein use
rate 1,867 1,897 1,921 1,946 1,974 2,005
Projected discharges @ 6 year
average annual changein use
rate 1,803 1,768 1,728 1,688 1,651 1,615
Difference: Number of
discharges 64 129 193 258 323 390

Sources:
(2) Population: Nielsen SiteReports
(2) Discharges:
(a) HSCRC Abstract Database, CY 2008-2013
(b) DCHA Database, CY2008-CY 2013
Notes:

(1) Adults defined as age 15+ years
(2) Use rates/use rate changes reflects age cohort-specific calculations
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(7) Financial Feasbility

A proposed new or relocated cardiac surgery program shall be financially feasible and
shall not jeopardize the financial viability of the hospital.

(a) Financial projectionsfiled as part of a Certificate of Need application shall be
accompanied by a statement containing each assumption used to develop the

proj ections.

(b) An applicant shall document that:

(i)

(ii)

(iii)

(iv)

Its utilization projectionsfor cardiac surgery are consistent with
observed historic trendsin the use of cardiac surgery by the
population in the applicant’s proposed service area;

Itsrevenue estimates for cardiac surgery are consistent with
utilization projections and account for current chargelevels, rates of
reimbur sement, contractual adjustments and discounts, bad debt, and
charity care provision, for cardiac surgery, as experienced by similar
hospitals;

Its staffing and overall expense projectionsfor cardiac surgery are
based on current expenditurelevelsand are consistent with utilization
projections and with reasonably anticipated future staffing levels as
experienced by the applicant hospital, or, if applicable, the recent
experience of similar hospitals; and

Within threeyearsor less of initiating a new or relocated cardiac
surgery program, it will generate excessrevenues over total expenses
for cardiac surgery, if utilization for ecasts are achieved for cardiac
surgery services.

APPLICANT RESPONSE

As documented in 10.20.10.04.B(13), Certificate of Need Standards for Acute Care Hospitals,
Financial Feasibility, the proposed project is financially feasible and is projected to generate a
positive margin in program years 2 and 3.

The following section presents the basis for utilization projections, revenue estimates, staffing
models, and expense projections.
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Volume projections

Volume projections are defined by adult cardiac surgery discharges, based on procedure codes
defined in Maryland regulations for Specialized Cardiac Services. AAMC projected its cardiac
surgery discharges based on projected use rates for the defined service area and based on
AAMC's target market share for cardiac surgery in the defined service area. These projections
are consistent with the following utilization trends:

e Volume growth in service area - Between CY 2012-2013, adult cardiac surgery volumein
each of the subregions grew considerably, reflecting population growth rates, the aging of
this population, and the plateauing of use rates.

Chart 34
Number of Adult Cardiac Surgery Cases™’

Cy2012 CY 2013 % Growth
Anne Arundel 444 513 15%
County
Four Midshore 130 178 37%
Counties
Prince George’'s &
Calvert Counties; 216 254 17%
AAMC Segments
Tota 790 945 20%

e Expectations for reducing outmigration — In CY 2013, atotal of 339 cardiac surgery cases
from this region (or 36% of discharges) were served at the WHC. AAMC expects to
redirect more than 200 cases now treated at Washington, DC hospitals to AAMC’s new
program; volume projections are based on the assumption that patients, physicians, and
payers will drive this change based on the preference for continuity of care, proximity to
home, access to surgeons from JHM, and greater affordability of the program at AAMC.

Case mix and utilization per discharge: Assumptions

The fundamental premise is that the mix of cases aa AAMC and the utilization patterns
accompanying this volume will be comparable to the FY 2014 utilization profile at other non-
academic medical centersin Maryland for cardiac surgery cases. Based on a composite profile of

Y This chart is Chart 1 provided earlier in this application.
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al adult cardiac surgery cases at non-academic medica centers in Maryland, the following
volumes by APR-DRG were assumed:

Chart 2 (repeated from page 62)
Number of Transfers

APR-DRG  Description 2017 2018 2019
4 Tracheostomy W Long Term Mechanical Ventilation W Extensive Procedure 3 4 4
162 Cardiac Valve Procedures W Cardiac Catheterization 23 32 37
163 Cardiac Valve Procedures W/O Cardiac Catheterization 60 84 97
165 Coronary Bypass W Cardiac Cath Or Percutaneous Cardiac Procedure 91 127 146
166 Coronary Bypass W/O Cardiac Cath Or Percutaneous Cardiac Procedure 64 90 103
Total 241 337 387

Current Inpatient Transfer Cases from AAMC 179

Transfers as a percentage of projected volume 74%

For each APR-DRG listed above, AAMC is assumed to have the same utilization profile by
HSCRC rate center as is documented for cardiac surgery patients at non-academic medical
centersin Maryland. This produced the following assumptions for financia projections:

e Average length of stay = 8.5 days
e CMI=342

(b)(ii) Revenue estimates

Anne Arundel’ s charge per case for cardiac surgery is derived from its average charge per case at
a CMI of 1.0 ($10,962) and the average case mix of hon-AMC OHS providers (3.4209) as
$37,501:

$37,501 = $10,962 * 3.4209

In addition, projected incremental revenue was reduced for the impact of cases currently
transferred from AAMC to other hospitals, cases which are expected to remain at AAMC and
convert to cardiac surgery cases at AAMC.

The revenue projections assume that AAMC’'s GBR will be adjusted for incremental volume
related to the project (incremental cardiac surgery revenue less transfer cases) at an 85% variable
cost factor for the first three years of the project.

Deductions from revenue are estimated to be 15.3% based on AAMC'’s actual experience for
regulated services year to date in FY 2015. These deductions include uncompensated care,
contractual alowances, and assessment payments.
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The resulting net operating revenue for FY 2017, 2018 and 2019 is $5,440,821, $8,025,976, and
$9,345,110, respectively. Please see Table J.

(b)(iii) Saffing Model

Expenses reflect staffing models that were prepared by AAMC clinicians and administrators in
consultation with cardiac surgery programs at other community hospitals in Maryland, and
supported by “benchmark information” provided by consultants working in the area of cardiac
services planning.

Chart 3 (repeated from page 63)
Staffing Projection

FY17 FY18 FY19

Administration

Management 0.5 0.5 0.5
Direct Care Staff

Physician Assistant 1.1 1.1 1.1

RN 18.0 20.6 21.7
Support Staff

Technical 10.2 11.5 12.3

Professional 0.5 0.5 0.5

Total FTEs 30.4 34.2 36.2

(b)(iv) Expense projections

Salary assumptions for hospital staff were based on AAMC’s current salary structure, by
position. Fringe benefits were assumed to be 19.4% based on FY 2014 actual experience.

AAMC has partnered with Johns Hopkins Hospital in the delivery of cardiac surgical services.
JHH will provide cardiac surgeon and perfusionist coverage through this partnership.

Other expense projections were prepared by AAMC clinicians and administrators in consultation
with cardiac surgery programs at other community hospitals in Maryland and with “benchmark
information” provided by consultants working in the area of cardiac services planning.

Consistent with revenue assumptions, incremental expenses related to cardiac surgery cases were
reduced for the variable costs related to those transferred cardiac surgery cases which will
become cardiac surgery cases of AAMC.
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The resulting net operating expense for FY 2017, 2018 and 2019 is $6,945,043, $8,010,222, and
$8,473,780, respectively. Please see Table J.

Capital costs and depreciation

AAMC will be funding the capital costs associated with the project out of existing cash reserves.
AAMC will incur $2.5 million in capital costs which will be depreciated as follows:

AAMC will incur $2.5 million in capita costs which will be depreciated as follows:

Chart 4 (repeated from page 64)
Capital Depreciation

Capital Depr. Annual
Costs Life (yrs) Depr. Exp.
Renovations $451,000 20 $22,550
Equipment 2,049,381 7 292,769
Total $2,500,381 ~ 7.93 $315,319

Overall financial performance

AAMC is projected to generate revenues in excess of total expenses including incremental
depreciation by Y ear 2 of the new program. The resulting income (loss) from operations for FY
2017, 2018 and 2019 is ($1,504,222), $15,755, $871,330, respectively. Please see Table J.
AAMC currently has a positive operating margin and is projected to maintain apositive
operating margin including Y ear 1 of the new program and throughout the projection period.
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(8) Preference in Comparative Review

In the case of a compar ativereview of applicationsin which all policies and standards have
been met by all applicants, the Commission will give preference based on the following
criteria.

(a) Theapplicant whose proposal isthe most cost effective for the health care system.

(b) An applicant with an established record of cardiovascular disease prevention and
early diagnosis programming that includes provisionsfor educating patients about
treatment options.

(c) An applicant with an established record of cardiovascular disease prevention and
early diagnosis programming, with particular outreach to minority and indigent
patientsin the hospital’sregional service area.

(d) An applicant whose car diac surgery program includes a resear ch, training, and
education component that isdesigned to meet alocal or national need and for which
the applicant’s circumstances offer special advantages.

APPLICANT RESPONSE

AAMC' s proposed cardiac surgery program should be given preference in this review based on
its well documented and demonstrated ability to meet the four preference criteria
(8 The proposed project is highly cost effective. First, it will generate $7.7M in total health

care spend savings for the residents of Maryland. In addition, it will generate one of the
lowest charges per case for all cardiac surgery programsin the region and in Maryland.
And findly, it will have a$2M positive impact on the Medicare Waiver Test.

(b) The program is built upon more than a century of cardiovascular disease prevention and
early diagnosisinterventions that has reached thousands of individualsin our area and
diverse communities, offering educationa and screening services for them and their
families.

(c) These disease prevention and early diagnosis programs are specifically targeted towards
those populations most at risk for cardiovascular disease.

(d) Johns Hopkins Medicine brings its world-renowned research, training and education to
this project - ahallmark of this program. JHM has the ability to train a new generation of
clinical and trandlational researchers, and engage communitiesin clinical research efforts
through a nationwide network of research universities. Furthermore, training will be
coordinated through The Johns Hopkins Cardiothoracic Surgery Residency program,
which isafully accredited ACGME (Accreditation Council for Graduate Medical
Education) training program in all aspects of cardiac and thoracic surgery which leads to
specialty certification by the American Board of Thoracic Surgery (ABTYS).

165



A. AAMC’SCOST EFFECTIVE PROPOSAL FOR THE HEALTH CARE SYSTEM.

AAMC has presented in this application in several locations that the proposed cardiac surgery
program iswill be aleast one of the lowest cost programs for the patients in our region.

e As presented in 10.20.10.04.B(4), Certificate of Need Standards for Acute Care
Hospitals, Adverse Impact, AAMC is not asking for relief in rates changes for
construction costs nor adversely affecting the services currently provided or the rates that
are charged for those services.

e As presented in 10.20.10.04.B(5), Certificate of Need Standards for Acute Care
Hospitals, Cost Effectiveness, AAMC evauated numerous of service and site
aternatives, ultimately selecting a course that minimizes the consumption of resources
that would be taken from services. The patients in our region for cardiac surgery services
will benefit from the continued low cost structure at AAMC.

e As presented in 10.20.10.04.B(13), Certificate of Need Standards for Acute Care
Hospitals, Financial Feasibility, AAMC demonstrated the ability to create a sustainable
program that meets the need for accessin our region.

e As presented in 10.24.17.05(2), Certificate of Need Standards for Cardiac Surgery
Programs, Impact, the projected shift of volumes to the AAMC program will not have a
significant impact on the financial viability of any existing cardiac surgery program and
thus cause indirect cost growth elsewhere in the health care system.

e As presented in 10.24.17.05(4), Certificate of Need Standards for Cardiac Surgery
Programs, Cost Effectiveness, the AAMC payment rates are projected to be lower than
any of the payment rates for cases at the existing hospitals.

As indicated previously in this application, hospitals in Maryland are now subject to the
Maryland All-Payer Model Agreement (the Demonstration), an Agreement between the Office of
the Governor of Maryland, the Center for Medicare and Medicaid Services, the Health Services
Cost Review Commission (HSCRC) and the Maryland Department of Health and Mental
Hygiene. The new agreement requires the cal culation of two annual tests referred to herein asthe
Medicare Waiver Test and the All Payer Waiver Test. In accessing the cost effectiveness of any
new program, it isimportant to understand the implication of that program on the two tests.

Implications for the Medicare Waiver Test

The project will give Maryland additional room under the Medicare Waiver Test by redirecting
volume from the Washington Hospital Center, a high-cost provider not subject to the limits
imposed by Maryland’ s rate-setting regime.
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The Medicare Waiver Test differs from the All-Payer Waiver Test in that it includes all hospital
clams for Medicare fee for service (FFS) beneficiaries residing in Maryland, including claims of
hospitals that are not located in Maryland. Therefore, the claims of the Washington DC hospitals
for cardiac surgery services to the residents of the AAMC patient service area (PSA) are
included in the Base Y ear (2013) claims of the Medicare Waiver Test. As such, the relocation of
acute care services from Washington, DC hospitals to AAMC will impact the Medicare Waiver
Test.

The aggregate impact of the AAMC cardiac surgery program on the Medicare Waiver Test has
three components.

0 The HSCRC will approve an adjustment to AAMC’'s GBR target budget to fund the
incremental costs of the cardiac surgery program in the particular year. The Medicare
component of these adjustments will increase Medicare claims and thereby affect be
favorable to the Medicare Waiver Test.

0 The HSCRC will reduce the GBR target budgets of those cardiac surgery hospitals in
Maryland that lose cardiac surgery cases to the AAMC cardiac surgery program. The
Medicare component of these adjustments will decrease Medicare claims and thereby be
favorable to the Medicare Waiver Test.

0 The relocation of cardiac surgery services from the Washington, DC hospitals to the
AAMC cardiac surgery program will decrease Medicare claims and thereby be favorable
to the Medicare Waiver Test.

Chart 35 calculates the number of Medicare CMADs attributable to the Medicare component of
AAMC’'s GBR target budget adjustment in FY-2018 related to the cardiac surgery program,
using a Medicare case mix index of 3.71.

Chart 35
Medicare CMADs
The AAMC Target Budget for Cardiac Surgery: FY 2018

(1) Medicare Cases 172
(2) Medicare Case mix Index 3.71
(3) CMADs (1)x(2) 638

The Medicare Component of the Reduction to the GBR target budget of the Maryland cardiac
surgery hospitals (the Market Share Adjustments)
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Chart 35 shows that the projected FY 2018 Medicare cases of the AAMC cardiac surgery
program (172) accounted for 638 CMADSs. In the aggregate, the projected FY 2018 cardiac
surgery cases (337) account for 1152 CMADs, reflecting an average case mix of 3.4209 (337 x
3.4209). Therefore, the Medicare services of the AAMC program account for 55.3% of the
program’ stotal services.

0.553 = 638/ 1152

The aggregate incrementa charges of the AAMC target budget for cardiac surgery are
$9,475,784. Therefore, the Medicare charges included in the target budget are $5,240,109, the
product of the Medicare proportion of CMADSs (.553) and the aggregate incremental charges of
the AAMC target budget:

$5,240,109 = .553 * $9,475,784

Medicare payments, including the two percent sequestration adjustment, will equal 92 percent of
these charges, or $4,820,900:

$4,820,900 = .92 * $5,240,109

Chart 36, below, uses the Medicare share of services to calculate the Medicare component of the
Market Share Adjustments of the Maryland cardiac surgery hospitals attributable to cardiac
surgery cases relocated to the AAMC cardiac surgery program.

Chart 36
The M edicare Component of the M SAs
FY 2018
UMMS JHH OTHER | TOTAL

(1) Market Share Adjustments (Chart 38
below, line 5) $1,013,179 | $2,352,042 | $269,825 | $3,635,059
(2) Medicare Share of Cardiac Surgery
Services 0.553
(3) Medicare Component of MSAs (1)x(2) $2,010,188
(4) Decline in Medicare Payments (.92x(3))
(including Sequestration) $1,849,373

The decline in the payments to the Maryland cardiac surgery hospitals will offset the Medicare
component of the incremental charges and payments calculated above for the AAMC cardiac
surgery program, an offset similar to the offset for the AAMC’s global budget adjustmentsin the
calculation of the impact of the program on the All-Payer Waiver Test. However, unlike the All-
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Payer Waiver Test, the Medicare Waiver Test involves an additional offset equal to the reduction
in payments to Washington, DC hospitals as a result of cardiac surgery cases being relocated
from Washington, DC hospitals to the AAMC cardiac surgery program.

Chart 10 projects that 116 Medicare cases will be relocated from Washington, DC hospitals to
the AAMC program; 111 of these cases are expected to be relocated from the Washington
Hospital Center (WHC). To simplify the calculation of the decrease in Medicare payments to the
Washington, DC hospitals associated with these relocated Medicare cases, we assume that the
average payment rate for these 116 cases is $44,080, the Medicare payment for cardiac surgery
cases a the WHC adjusted for the case mix of AAMC. This amount was derived from CY 2013
MedPAR data updated for FY 2014:

Since 116 Medicare cardiac surgery cases will be relocated from the Washington, DC hospitals
to the AAMC program, the reduction in Medicare payments for these cases will be $5,113,280,
the product of the 116 cases multiplied by the average Medicare payment per case ($44,080):

$5,113,280 = 116 x $44,080

Chart 37, below, summarizes the increases and decreases in Medicare payments associated with
the AAMC cardiac surgery program and calculates the favorable impact of the changes in
Medicare payments on the Medicare Waiver Test over a twelve month period of the program.
These calculations assume that Medicare hospital payments for FFS beneficiaries residing in
Maryland are $6.0 billion.

Chart 37
Impact on the Medicare Waiver Test
Twelve Month Period of FY-2018*

Medicare Payment Increases: the Medicare Component of the Cardiac | $4,820,900
Surgery Program Adjustmentsto AAMC’s GBR Target Budget (Chart
35)
Medicare Payment Decreases

(1) the Medicare Component of the Market Share Adjustments of

the Maryland Cardiac Surgery Hospitals (Chart 36) (%1,849,373)

(2) the Reduction in Paymentsto the DC Hospital ($5,113,280)
Total ($2,141,753)
Medicare Hospital Payments on behalf of Maryland Residents $6,000,000,000
Favorable Impact on the Medicare Waiver Test (0.00036)=

(0.036%)

169



* Theactual Medicare Waiver Test is calculated on a calendar year basis. FY 2018 volumes are used here for illustrative purposes. However, the
same favorable results would be found over a calendar basis using similar volumes.

The calculation on Chart 37 shows that the effect of the AAMC cardiac surgery program on the
Medicare Waiver Test over and the twelve month period of FY 2018, will be to decrease relevant
Medicare payments by 0.036%, and therefore positively advantage Maryland in meeting this test.

Implications for the All-Payer Waiver Test

The All-Payer Model Demonstration (the Demonstration) places a cumulative annual limit on the
al-payer total hospital revenue growth of Maryland residents receiving care a Maryland
hospitals covered by the Demonstration (the All-Payer Waiver Test). Therefore, if the AAMC
cardiac surgery program were to incrementally increase the total Maryland hospital revenue of
Maryland residents in a particular year, this incremental increase would add to the Maryland
hospital revenue included in the All-Payer Waiver Test for that year, thereby reducing the annual
limit available to the other Maryland hospitalsin that year.

The AAMC cardiac surgery program will result in increases or decreases in the total Maryland
hospital revenue covered by the All-Payer waiver test in each of the program’s startup years in
two ways:

0 The HSCRC will approve an adjustment to AAMC’'s GBR target budget to fund the
incremental costs of the cardiac surgery program in the particular year, thereby increasing
Maryland hospital revenues.

0 The HSCRC will reduce the GBR target budgets of those cardiac surgery hospitals in
Maryland that lose cardiac surgery cases to the AAMC cardiac surgery program, thereby
decreasing Maryland hospital revenues.

AAMC has projected that the net incremental gross revenue (adjusted for the impact of cases
currently transferred from AAMC to other hospitals which are expected to convert to cardiac
surgery cases at AAMC) required to fully fund the cardiac surgery program in FY 2018 will be
$11,147,981 ($37,501 times 337 cases less estimated retained transfer revenue of $1,489,856)
and has requested an adjustment to the hospital’s GBR target budget of 85% of this amount, or
$9,475,784. In FY 2018, the cardiac surgery program is projected to serve 337 cases so that the
average incremental revenue per case will be $28,118.

The accumulated reduction in the GBR target budgets for the JHH, the University of Maryland
Medical Center and the other Maryland hospitals in the twelve months for FY 2018 presented in
Chart 38 below.
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Chart 38
The AAMC Cardiac Surgery Program
Accumulated Reductionsin the GBR Target Budgets:
Maryland Cardiac Surgery Hospitals
FY 2018

UMMS JHH Other Tota

(1) FY 2014 Average Charge per CMAD $20,427 $19,929 | $13,145

(2) Cardiac Surgery Case mix for AAMC 3.4209 3.4209 3.4209
projected cases

(3) Calculated Cardiac Surgery Charge
per Case $69,878 $68,174 | $44,971

(4) Volume Reduction for relocated cases 29 69 12

(5) Total Revenue for Volume Reduction | $2,026,462 = $4,704,006 @ $539,649

(6) Accumulated Reductionsin GBR
Target Budgets (5)At 50% VCF $1,013,231  $2,352,003 | $269,825 | $3,635,059

Source:
HSCRC Discharge Abstracts

The accumulated increase in Maryland hospital revenue over the first two years of the AAMC
cardiac surgery program is therefore projected to be $5,840,725, the difference between the
program’s aggregate incremental charges in FY 2018 ($9,475,784) and the accumulated
adjustments to the target budgets of the Maryland cardiac surgery hospitals ($3,635,059).

$5,840,725= $9,475,784- $3,635,059

This amount would be fully accounted for in the All-Payer waiver test if all cases at the AAMC
cardiac surgery program and all cases at the cardiac surgery programs at the Maryland cardiac
surgery hospitals that were relocated to AAMC involved services to Maryland residents. While it
is probable that these cases will involve persons who reside outside of Maryland, the number of
such cases will be small and will have little effect on the projected Maryland hospital revenue
increases associated with the AAMC cardiac surgery program.

The impact of the increase in Maryland hospital revenues on the All-Payer waiver test over the
twelve months of the program calculated above can be estimated using the assumption that the
total Maryland hospital revenue for services to Maryland residents is $14.1B. Chart 39 calculates
the impact of the AAMC cardiac surgery on the All-Payer waiver test for the twelve month
period.
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Chart 39
Impact on the All-Payer Waiver Test
Twelve Month Period of FY-2018*

1. AAMC Cardiac Surgery Aggregate Charges FY-2018 $9,475,784
2. Accumulated Target Budget Adjustments $3,635,059
3. Incremental AAMC Cardiac Surgery Revenue $5,840,725
4. Maryland Hospital Charges for Services to Maryland Residents | $14,100,000,000
5. % Impact of AAMC Cardiac Surgery .00041 (=.041%)

* The actual All Payer Waiver Test is calculated on a calendar year basis. FY 2018 volumes are used here for illustrative purposes. However, the
same favorable results would be found over a calendar basis using similar volumes.

In any one year period the al-payer per capita total hospital revenue growth will be limited to a
fixed annual amount which is likely to be 3.58%. The impact of AAMC'’s cardiac surgery
program will be to reduce this one year revenue growth limit from 3.58% to 3.54%. This change
of four one-hundredths of one percent (0.04%) is negligible.

Impact to the Waiver as a Whole

It is in Maryland's best interest to trade an improvement in the Medicare Waiver Test for an
erosion in the All-Payer Waiver Test, for two reasons.

First, Maryland currently has awide cushion under the All-Payer Waiver Test.

Second, the Health Services Cost Review Commission has many levers to address the All-Payer
Waiver Test, because that test rests entirely on Maryland hospital revenues. In contrast, the
Medicare Waiver Test measures per-beneficiary Medicare spending on Maryland residents in
any hospital, including those hospitals located outside of HSCRC jurisdiction.

Third, the Medicare Waiver Test is more difficult to manage. It compares the relative growth of
Medicare expenditures of Maryland residents vs. Medicare beneficiaries nationwide. The
HSCRC cannot easily predict, and cannot control, nationwide Medicare expenditures. This
project would improve Maryland’ s performance in this race.

Impact to the “Total Health Care Spend”

The analyses above documents the impact of the new program at AAMC on two measurements
contained in the Medicare Demonstration model (the Medicare Waiver Test and the All-Payer
Test).
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However, it should be remembered that the Waiver Tests are just that: Tests. Although it is very
important to meet these tests, the goal of the MHCC and the HSCRC is not to meet the tests, it is
to guide the health care delivery system in achieving Maryland's goal of better health, better
care, at lower cost. This project achieves these three fundamental aims.

In that regard, the project achieves an overall savings to the health care delivery system. Private
payers and patients currently carry substantially higher costs at hon-Maryland hospitals. The
savings to be produced by AAMC’s new program are significant and must be recognized as a
critical objective of establishing alower cost, high quality cardiac surgery program in this region.

In this context, the full impact of the new cardiac surgery program is estimated below, and
demonstrates a net reduction of $7.74 million in hospital spending:

Chart 40
Cardiac Surgery Program at Anne Arundel M edical Center
Net | mpact
FY 2018
| FY 2018 |
Average
Cases Payment Total Payment VCF Payment @ VCF
AAMC Projected Cardiac Surgery Cases 337 $37,501 $12,637,837 85% $10,742,161
Less: Existing Transfer Revenue 178 (8,370) (1,489,856) 85% (1,266,377)
Incremental Revenue 337 $33,080 $11,147,981 85% $9,475,784
Estimated Payment @ 95.6% $9,058,850  [A]
Impact on Existing Cardiac Surgery Hospitals:
DC Hospitals™? (227) $58,681 ($13,320,587)  100% ($13,320,587)
Maryland Hospitals b
Johns Hopkins Hospital (69) 65,174 (4,497,006) 50% (2,248,503)
University of Maryland Medical Center (29) 66,803 (1,937,287) 50% (968,644)
Washington Adventist Hospital (6) 45,034 (270,204) 50% (135,102)
Sinai Hospital (3) 46,187 (138,561) 50% (69,281)
MedStar Union Memorial Hospital (2) 46,963 (93,926) 50% (46,963)
UM St. Joseph Medical Center (1) 36,958 (36,958) 50% (18,479)
Total Estimated Payment (337) $60,221 ($20,294,529) 83% ($16,807,558)  [B]
Net Savings on Total Health Care Spend ($7,748,708) [A-B]
Notes:

[1] DC Hospitals defined as Washington Hospital Center (221 cases) and George Washington University Hospital (6 cases)

[2] DC hospital payments estimated as a blend of payments for Medicare and non-Medicare payments in the same proportion. The

Medicare payment was derived from CY 2013 MedPar Data updated for FY 2014 and the non-Medicare payment was derived from

payment calculations for area residents at DC hospitals.

[3] Payment discount calculated at 4.4% (95.6%), a blend of the 8% discount for Medicare (55.3% of cases) and no discount for non-
Medicare cases (44.7% of cases)
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B. CARDIOVASCULAR DISEASE PREVENTION AND EARLY DIAGNOSIS PATIENT EDUCATION

AAMC continues to distinguish itself as a proponent and advocate for community health
programs as evidenced by a strong history of providing risk reduction and prevention programs,
education, and health screenings related to heart disease to the communities served by the health
system. AAMC has a'so developed and implemented robust plans to improve access to medical
experts and health services throughout the region. (see Exhibit 5(b), Community Outreach).

Anne Arundel County outpaces the nation when it comes to heart disease and death due to heart
disease. In fact, heart disease is the leading cause of death in Anne Arundel County, for both men
and women. Thiswas the finding of a 2012 Community Health Needs Assessment (CHNA)
performed in collaboration with more than 50 partners, including the area’ s major hospitals,
mental health providers, community aid organizations, foundations, and the Anne Arundel
County Department of Health. The purpose of the CHNA was to determine the community
health improvement planning needs of Anne Arundel County.

AAMC takes two approachesin its outreach activities. First, AAMC directly provides health
education and screening programs on its own. Second, AAMC supports existing partners and
their activities to share evidence -based practices and develop community networks. Our partners
include government entities, faith-based groups, non-profit organizations, schools, businesses,
and the local health improvement coalition. AAMC has an extensive program that reaches into
the poorest communities surrounding Annapolis.

The goa of AAMC’s community outreach program is to expand health programs beyond the
walls of the hospital and into the community it serves, thereby alleviating barriers such as
transportation and cost. In FY 2013, AAMC invested $3,998,463 in outreach activities and
dedicated 19.6 FTEs to providing outreach programs. In FY 2014, AAMC invested $4,255,996
in outreach activities and dedicated 22.4 FTE to providing the programs. AAMC’s mission isto
enhance the health of the people we serve, and AAMC recognizes and takes responsibility for its
role in improving the health of the community by developing programs, and investing in
systematic changes that will reach the underserved and minority communitiesin the Medical
Center’s service area.

AAMC’s commitment to serving the community and improving the health of the residents has
been recognized with the following awards:

January, 2015 Cycle 1V Chest Pain Center Accreditation
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November, 2014

November, 2014

September, 2014
September, 2014
April, 2014

July, 2013

April, 2013
Center)

December, 2012
December, 2012
November, 2012

April, 2012

2011

Martha Wood L eadership Award for Community Outreach (recognized by
the city of Annapolisfor efforts and collaboration with the Housing
Authority)

Cited for best practicesin patient and family centered carein the
Advancing Excellence: Best Practices in Patient and Family Engagement
Recognition Program report. (Recognized by the Caregiver Action
Network)

Magnet Recognition Accreditation

Delmarva Foundation Recognition for Quality Improvement in Hospitals
Level 1 Facility, Weight Loss and Metabolic Surgery (Am. Coll. Of Surg.)
Delmarva Foundation Recognition for Quality Improvement in Hospitals

Circle of Honor Award for Patient Safety (Maryland Patient Safety

Press Gainey Award for Patient Satisfaction and Quality |mprovement
Leapfrog Top Hospita
Gold Fit Friendly Worksite Awards (American Heart Association)

Cyclelll Chest Pain Center Accreditation (Society of Cardiovascular
Patient Care)

American College of Cardiology Foundation's NCDR ACTION Registry—
GWTG Gold Performance Achievement Award

AAM C’s Outreach Programs

The overall goal of AAMC’s community outreach programsis to reduce the incidence and
mortality related to heart disease, with the strategic objective of driving patientsto primary care
(or appropriate medical specidlists) for clinical oversight and management to reduce risk factors
related to heart disease. Much of the underserved community lacks access to primary care due to
the inability to pay for health insurance. Therefore it becomes imperative to touch lives through
awareness and education programs to drive residents towards prevention and risk reduction
strategies that are no or low cost. Some programs are conveniently offered at the hospital--
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AAMC ison abusline, which reduces abarrier to care. Most programs, however, are offered in
community settings such as faith-based organi zations, senior housing centers, homeless shelters,
businesses, community centers, and schoolsin AAMC' s primary and secondary service areas
and adjacent communities.

AAMC’s community outreach program is designed to raise awareness about risk factors,
particularly those related to heart disease. It iscritical that community-based programs help
patients and residents navigate back to their primary care provider for follow up and
management of risk factorsin order to reduce the incidence of critical heart morbidities. Patients
who have critical or above baseline screening results will be referred back to the primary care
provider to control hypertension and cholesterol and introduce aspirin therapy where appropriate
to improve the quality of care for individuals (Million Hearts Campaign, 2014).

Primary care providers will utilize existing tools in the electronic medical record (EMR) to
document and facilitate care plans that can help monitor and reduce the incidence of heart
disease and related risk factors for patients. These tools can provide reminders to primary care
providers for preventive services, including screenings for heart disease, assessment of a

patient’ s risk of developing heart disease, recommendations for behavior modification, and alerts
when screenings are not at goal. These systems will also send patient reminders for follow up
care related to their heart disease.

The Johns Hopkins Center to Eliminate Car diovascular Health Disparities

AAMC and Johns Hopkins University are both committed to eliminating barriers to quality
health care. Hopkins has founded the Johns Hopkins Center to Eliminate Cardiovascular Health
Disparities (JHCHD), a collaboration among the Bloomberg School of Public Health, the School
of Medicine, the School of Nursing and Johns Hopkins Community Physicians. The center’s
primary mission is to improve health and reduce/eliminate cardiovascular health disparities
among Baltimoreans through innovations in patient/community education, clinical training,
research and medical care. The center is administered by Lisa Cooper, M.D. and isfunded by a
P-50 grant from the National Heart, Lung and Blood Institute as one of the Centers for
Population Health and Health Disparities (CPHHD) as well as with additional support from
institutional and philanthropic sources. The center’s mission, organizational structure and the 3
primary current clinical trials are detailed on the centers website.
http://www.jhsph.edu/research/centers-and-i nstitutes/johns-hopkins-center-to-el iminate-
cardiovascul ar-heal th-di spariti es/about/contact. html

AAMC will partner with Dr. Cooper and JHCHD to develop programs to study and work
towards the elimination of disparitiesin accessto cardiovascular servicesin Ann Arundel
County. The goal of the AAMC-Hopkins collaboration to:
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. Establish a community advisory board

. Conduct research to test programs to improve management and outcomes of
cardiovascular diseases

. Offer training to health care practitioners in the elimination of disparitiesin the care of
cardiovascular disorders

. Provide educational resourcesto assure that the results of disparity research are used to
benefit the community

. Work with government officials to devel op policies to improve access to cardiovascular
services

Research protocols at JHCHD are focused on reducing hypertension rates and disparity through
provider education, increased patient education, and on-going blood pressure monitoring.
Currently, AAMC, under the umbrella of its Accountable Care Organization, tracks metrics for
hypertension including the screening for hypertension in the general population and the control
of blood pressure in patients diagnosed with hypertension. Asaresult, blood pressure is afocus
of each primary care doc in the ACO. Furthermore, AAMG primary care practice staff has been
trained systematically in how to measure blood pressure accurately. Many of the primary care
physicians counsel patients about smoking cessation, proper nutrition, physical activity and
moderation of acohol intake as measures that help control blood pressure. This process and
metrics can be readily transferred into the research protocol s established at JHCHD.

AAMC heavily promotes heart health education and outreach each February for American Heart
Month. In 2014, AAMC endorsed the Million Hearts Campaign guidelines and educational
programs to increase awareness about heart disease prevention and empower patients to take
control of their heart health by understanding the risks. The following key messages have been
provided to the community through AAMC’ s community publications, media campaigns,
signage around the medical center and in the community, and participation in classes and health
fairs throughout Anne Arundel County and AAMC’s service area.

e GET UPand GET ACTIVE by exercising for 30 minutes several days aweek.
e KNOW your ABCS:

0 Appropriate Aspirin Therapy

0 Blood Pressure Control

0 Cholesterol Management

0 Smoking Cessation
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e STAY STRONG by eating a heart-healthy diet that is high in fresh fruits and vegetables
and low in sodium, saturated and trans fats, and cholesterol.

e TAKE CONTROL of your heart health by following your doctor’ sinstructions for
medications and treatment.

During February of 2013 AAMC focused on community education related to the signs and
symptoms of a heart attack or other acute coronary syndromes, and the importance of calling 9-
1-1. The emphasis for this campaign included education around atypical signs of a heart attack,
understanding risk factors associated with heart disease, and the importance of calling 9-1-1 for a
suspected heart attack. The ability of Emergency Medica Services (EMS) to transmit an EKG to
the hospita prior to a patient’s arrival in the Emergency Department was emphasized.

These educationa messages were promoted in AAMC Magazine, on AAMC’ s website and
social media channels, in internal newsletters and around the medical center campus, and
through the on-hold message system. In addition, DocsTALK, alive health education
community program, explored key messages in heart health through the show entitled, “From
Head to Toe: Preventing Clogged Arteries.” This program had 340 community membersin
attendance.

The purpose of the educational campaigns and promotionsisto create awareness among
residents about their risk for heart disease and what to do when they or someone they know
experiences a heart attack or other serious heart event. These campaigns touch all corners of the
county through television, radio, print, and community events and fairs.

Cardiovascular Outreach Encounters

The following events and programs were held in FY 2013 to promote heart health and provide
education related to heart health from the perspectives of prevention, risk reduction, related co-
morbidities, and access. The purpose of these eventsis to engage community membersin the
process of taking care of themselves.

Health Fairsto Promote Heart Health:

7/31/2012 Bay Ridge Gardens 60 encounters
8/4/2012 Mills Parole Elementary School 75 encounters
8/17/2012 Saval Foods Fair 100 encounters
8/18/2012 Newtowns 20 Fair 75 encounters
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8/18/2012

9/8/2012

9/21/2012

9/26/2012

9/27/2012

9/29/2012

10/6/2012

10/16/2012

10/20/2012

10/20/2012

10/22/2012

10/24/2012

11/20/2012

12/1/2012

12/8/2012

12/14/2012

2/7/2013

2/10/2013

2/14/2013

2/21/2013

2/28/2913

Asbury UMC Fair

Wayman Good Hope Church

MD Dept of Housing Fair

Vic. Park Senior Housing

Heritage Harbor Health Group

Heritage Church — Hispanic Outreach Fair
Fire Fighters Union Fair

Ginger Cove Fair

Housing Authority of Annapolis Conference
Grace Pointe Church

Annapolis Gardens Fair

DPI Fair

Frito Lay Fair

Kent Island High School Cardio Fit Fair
Cornerstone Church — Christmas fair

Y PO event

Northeast High School Heart Health Fair
Walk with God in Body, Mind and Spirit
South River High School Heart Health Fair
Annapolis High School Heart Health Fair

Glen Burnie High School Heart Health Fair
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50 encounters

75 encounters

200 encounters

150 encounters

100 encounters

300 encounters

100 encounters

30 encounters

150 encounters

50 encounters

100 encounters

100 encounters

100 encounters

100 encounters

50 encounters

50 encounters

200 encounters

60 encounters

200 encounters

200 encounters

60 encounters



4/10/2013

5/1/2013

5/12/2013

6/1/2013

6/8/2013

6/12/2013

6/22/2013

9/7/2013

9/26/2013

10/12/2013

10/227/2013

12/7/2013

12/13/2013

1/11/2-14

2/9/2014

2/9/2014

2/9/2014

2/23/2014

4/12/2014

5/7/2014

5/16/2014

Anne Arundel Community College

City of Annapolis

Annapolis City Dock Fair

Bowie Fest

First Baptist — Glenarden

Langton Greene

First Baptist Church

Mexican Embassy Health Fair

Northeast High School Back to School Night
Fire Fighters Union Health Fair

Mt Olive AME Weight Loss Challenge Kick off
Cornerstone Church Health Fair

Frito Lay Save A Life Fair

Kent Island High School Fitness Fair

Light of the World Church — Red Dress Sunday
Asbury UMC Red Dress Sunday

First Christian Church Red Dress Sunday

Mt Olive AME Red Dress Sunday

Family Fun Festival

Annapolis City Benefits Fair

Naval Academy Alumni Association Fair
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100 encounters

300 encounters

50 encounters

50 encounters

50 encounters

50 encounters

50 encounters

50 encounters

100 encounters

50 encounters

50 encounters

100 encounters

25 encounters

50 encounters

25 encounters

25 encounters

25 encounters

25 encounters

100 encounters

50 encounters

25 encounters



5/22/2014

Ginger Cove — Wellness and Exercise Day

6/7/2014 National Coalition of 100 Black Women
6/14/2014 SAVE your Life Hedlth Fair

6/14/2014 Asbury Broadneck Quarterly Health Fair
8/23/2014 Kingdom Builders Church of God Fair
9/11/2014 Northrup Grummond Health Fair

9/12/2014 MD Department of Housing Health Fair
9/13/2014 Severna Park Fun Festival

9/25/2014 Heritage Harbuor Health Fair

10/12/2014  Centro D-Ayuda Hispanic Fair

Speakers Bureau:

7/18/2012 South County Senior Center — Diabetes

8/1/2012 Business Opportunity Network — Healthy Eating
9/6/2012 South County Senior Center - Diabetes
10/17/2012  St. Johns Women's Luncheon — Heart & Vascular
10/24/2012  Teen Tobacco Road Show — Smoking Prevention
1/11/2013 Weight of the Nation Screening — Heart /Obesity
1/15/2013 Lyons Club - Diabetes

1/25/2013 Weight of the Nation — Obesity & Heart
2/7/2013 Mt Calvary Seniors Luncheon — Heart Health
2/19/2013 Tobacco Free Kids Week — Smoking cessation
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50 encounters

50 encounters

50 encounters

15 encounters

50 encounters

50 encounters

50 encounters

50 encounters

50 encounters

25 encounters

20 encounters

18 encounters

35 encounters

25 encounters

30 encounters

150 encounters

20 encounters

40 encounters

20 encounters

30 encounters



2/19/2013 Lighthouse Shelter — Heart Health 15 encounters

2.24.2013 Grace Pointe Church — Heart Healthy Eating 30 encounters
3/10/2013 Holy Temple - Smoking Cessation 50 encounters
5/2/2013 Comptroller’s Office — Heart & Vascular Health 25 encounters
5/11/2013 Severna Park Community Ctr — Heart Health 30 encounters

5/15/2013 Broadneck Elementary School — Heart Healthy Eating 50 encounters
5/17/2013 Nantucket Elementary School — Heart Hedlthy Eating 75 encounters
6/7/2013 Severna Park Community Center — Heart Healthy Eating 75 encounters
FY 2013 Throughout the Service line areas — Physician outreach 1000 encounters
7/22/2013 First Christian Community Church — Heart Healthy Eating 20 encounters
10/6/2013 Grace Pointe Church — Losing to Live/ Heart Health 20 encounters
10/12/2013 18" Annual Women's Wellness Weekend with the YMCA 20 encounters
10/21/2013  TOPS of Severna Park — Nutrition to Lose Weight 20 encounters

1/10/2014 Severna Park Community Center — Heart Health Talk 15 encounters

2/1/2014 Baywoods Senior Living Women & Heart Disease 40 encounters
2/5/2014 Severna Park Community Center — Heart Health 15 encounters
2/13/2014 Heart Check at Northrup Grummond 25 encounters
2/20/2104 New Annapolitans Heart Health Talk 25 encounters
2/21/2014 Wiley Bates Senior Housing — Heart Talk 25 encounters
3/5/2014 Chartwell Country Club — Heart Health Talk 50 encounters
3/12/2014 Key School — Heart Health Nutrition 100 encounters
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3/19/2014

3/28/2014

4/4/2014

4/11/2014

4/11/2014

5/29/2014

5/31/2014

6/18/2014

6/18/2014

8/5/2014

9/24/2014

10/1/2014

10/3/2014

10/12/2014

10/14/2014

12/10/2014

Wiley Bates Senior Housing — Heart Health Q& A
Boys and Girls Club — Heart Health Nutrition

Boys and Girls Club — Heart Health Nutrition
Severna Park Moms Club — Heart Health & Nutrition
Boys and Girls Club — Heart Health Nutrition
Broadneck — Girls Night Out — Heart Health Nutrition
St Matthews UMC — Men’'s Health

Westfield Mall — Heart Health Nutrition

Wiley Bates Senior Housing — Heart Health Q& A

Eastport Terrace Camp — Healthy Habits

20 encounters

40 encounters

40 encounters

25 encounters

40 encounters

25 encounters

25 encounters

10 encounters

20 encounters

50 encounters

Seeds 4 Success Eastport Terrace — Nutrition and Exercise 20 encounters

Seeds 4 Success Eastport Terrace — Nutrition & Exercise
Community Preservation Healthy Aging

Mt. Olive Blood Refresher Course

Eastport Terrace — Heart Health

Seeds 4 Success Eastport Terrace — Nutrition & Exercise

Support Groups: (meet monthly)

Annapolis Stroke Club

Diabetes Support Groups (Annapolis & Kent Island)

Y oung Adult’s Cardiac Support Group

Risk Factor Reduction/ Behavior Modification Programs
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20 encounters

25 encounters

10 encounters

10 encounters

20 encounters

540 encounters

140 encounters

120 encounters



AAMC is committed to reducing the rate of heart disease in the community, including the
underserved population, through programs that modify risk for the disease before intervention is
necessary. AAMC has developed programs targeted in the community that address preventable
risk factors such as tobacco use, obesity (diet and exercise), hypertension, diabetes, and harmful
use of alcohol.

Tobacco Cessation

With smoking and tobacco use being the leading cause of preventable death worldwide, there has
been along standing history of AAMC promoting reduced tobacco use through programs and
policy initiatives. Currently, the smoking cessation program has over 4,700 encounters each year
through individual (inpatient and outpatient visits) and group interventions. AAMC spent
$101,167 helping individuals quit tobacco usein FY 2013. AAMC has also advocated for limited
access to tobacco products. In 2013, AAMC sponsored a Mayo Clinic Nicotine Dependence
course for tobacco cessation counselors across the region. While this was a professional
conference that required tuition, 15 participants had access to alocal evidence based training
program. By partnering with the Conquer Cancer Advisory Council in Anne Arundel County,
AAMC has helped to advocate for stricter tobacco product placement laws, restricting tobacco
access to minors, and promoting a smoke-free lifestyle.

On July 1, 2014, AAMC implemented a strict smoke-free campus and workplace policy. While
AAMC has been “smoke-free” since 2007, the most recent policy primarily focused on the
medical park campus and was limited to cigarette use. The expanded policy appliesto all AAMC
facilities and tobacco-free zones include sidewalks, parking lots and garages. There are no areas
designated for smoking or other tobacco use. The policy appliesto all employees, physicians,
patients, contract staff, vendors, volunteers, students, and visitors at all AAMC facilities. In
addition, starting July 1, 2015 the hospital will not hire individuals who use tobacco products.

Obesity Prevention & Reduction

AAMC isaso committed to obesity prevention and reduction in the community. Registered
dietitians provided weight loss education to nearly 1,500 individualsin FY 2013. Some
individuals attended the Mayo Clinic Weight Loss program, and others scheduled individual
appointments with the dietitians. Individuals who are referred from AAMC’ slow income clinics
receive free nutrition counseling.

Energize, AAMC’ s worksite wellness program, supported access to free nutrition counseling for
employees and access to an on-site gym. Reduced cost passes for exercise classes are also
available to employees. In FY 2013, employees lost nearly 2,600 pounds.
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In addition, AAMC provides staff and resource support to the Healthy Anne Arundel Codlition’s
Obesity Prevention Subcommittee (See Partnerships for more information).

Hypertension Awareness

Since many individuals are not aware of their blood pressure numbers, AAMC has provided
blood pressure screening clinics in and around the community. Individuals who have high
readings are navigated back to their primary care physician, or areferral is made to a provider.
AAMC aso has three HIGI blood pressure monitoring machines — two are on campus and the
third islocated in Westfield Annapolis Mall. These machines measure a person’ s weight, BMI,
pulse and blood pressure, and allow users to create a profile for ongoing reference to privately
track their numbers and health. While health statistics are taken and measured, users are provided
with health information on avideo screen. Since the monitoring machines were established in
February 2014, ablood pressure education video played 42,808 times and blood pressure
readings were provided for 22,934 encounters. These machines have been useful to expand the
“know your numbers” education campaign.

AAMC nurses have provided blood pressure screening clinics in the community aswell. This
has also expanded the “know your numbers’ campaign in the community.

Blood Pressure Screenings in the Community

9/8/2012 Wayman Good Hope Church 75 encounters
12/2/2012 First Christian Church 21 encounters
12/4/2012 Lighthouse Shelter 21 encounters
12/5/2012 Community Health Clinic 13 encounters
12/7/2012 Severna Park Community Center 75 encounters
1/25/2013 Annapolis Gardens 28 encounters
2/1/2013 Go Red for Women BB& T Bank 40 encounters
2/8/2013 Go Red for Women BB& T Bank 17 encounters
2/10/2013 First Christian Church 22 encounters
2/15/2013 Go Red for Women BB& T Bank 26 encounters
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2/16/2013

2/22/2013

3/20/2013

4/24/2013

5/22/2013

6/15/2013

6/26/2013

6/29/2013

7/24/2013

8/28/2013

9/25/2013

10/5/2013

10/24/2013

10/26/2013

10/29/2013

11/6/2013

11/9/2013

12/6/2013

1/28/2014

1/29/2014

2/26/2014

Westfield Mall

Go Red for Women BB& T Bank
Obery Court

Obery Court

Obery Court

Harbor House Eastport Terrace Day
Obery Court

Shady Side

Obery Court

Obery Court

Obery Court

5th Annual Hispanic Outreach Fair
Obery Court

Grace Pointe Church

ARINC Employee Benefit Fair
AACPS Benefits Fair

AACPS Benefits Fair

Severna Park Community Center
Annapolis Gardens

Obery Court

Obery Court
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60 encounters

19 encounters

20 encounters

20 encounters

25 encounters

20 encounters

15 encounters

15 encounters

15 encounters

15 encounters

15 encounters

100 encounters

15 encounters

80 encounters

25 encounters

25 encounters

25 encounters

10 encounters

5 encounters

10 encounters

10 encounters



3/13/2014

3/26/2014

3/29/2014

4/1/2014

4/5/2014

4/8/2014

4/10/2014

4/15/2014

4/17/2014

4/23/2014

4/29/2014

5/6/2014

5/13/2014

5/20/2014

5/28/2014

6/3/2014

6/10/2014

6/10/2014

6/17/2014

6/24/2014

6/25/2014

Bay Ridge Gardens

Obery Court

Homel ess Resource Day

Eastport Terrace

Blood Pressure Training — First Baptist Church

Eastport Terrace
Clergy Breakfast
Eastport Terrace
Eastport Terrace
Obery Court

Eastport Terrace
Eastport Terrace
Eastport Terrace
Eastport Terrace
Obery Court

Eastport Terrace
Eastport Terrace
Obery Court

Eastport Terrace
Eastport Terrace

Obery Court
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10 encounters

5 encounters

50 encounters

25 encounters

10 encounters

10 encounters

25 encounters

8 encounters

6 encounters

5 encounters

5 encounters

5 encounters

5 encounters

5 encounters

5 encounters

5 encounters

5 encounters

5 encounters

5 encounters

5 encounters

5 encounters



7/1/2014 Eastport Terrace 5 encounters
7/11/2014 Severna Park Community Center 10 encounters
7/15/2014 Eastport Terrace 10 encounters
7/30/2014 Obery Court 5 encounters
8/5/2014 Eastport Terrace 5 encounters
8/8/2914 Severna Park Community Center 10 encounters
8/19/2014 Eastport Terrace 5 encounters
8/26/2014 Eastport Terrace 5 encounters
9/2/2014 Eastport Terrace 5 encounters
9/9/2014 Eastport Terrace 5 encounters
9/16/2014 Eastport Terrace 5 encounters
9/23/2014 Eastport Terrace 5 encounters
10/7/2014 Eastport Terrace 5 encounters
10/14/2014  Eastport Terrace 5 encounters
10/15/2014  Obery Court 5 encounters
10/29/2014  Rockwell Collins Health Fair 25 encounters
11/5/2014 Severna Park Middle School — AACPS Benefits Fair 25 encounters
11/8/2014 Annapolis High School — AACPS Benefits Fair 25 encounters
11/10/2014 AACPS—Board of Education Benefits Fair 25 encounters

AAMC Internal Employer Initiatives

In addition to the wide-ranging and comprehensive outreach efforts in our community, AAMC
extends the same disease prevention and early diagnosis to its 4,000 employees. For example,
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most recently as part of itsinitiatives in support of Heart Month 2015, AAMC’ s employee
wellness program, Energize, launched the Heart@Play Pedometer Walking Challenge to
encourage physical activity —avita part of heart health - among employees, volunteers and other
members of the AAMC community. Heart@Play runs for four weeks during the month of
February from Monday, February 2nd — Sunday, March 1st. Teams of 5 compete for weekly and
grand prizes by recording and entering the number of steps walked each week. Prizes are based
on both participation and maximum number of steps per team and each person to register
receives afree pedometer to track their daily steps. Energize set an overall walking goal of
60,000 miles during the four weeks of the challenge — the length of the entire human circulatory
system with veins, arteries and capillaries laid end to end. Almost 650 AAMC empl oyees,
volunteers and community members joined the challenge, and more than 130 teams were
formed. During the first week of the challenge along participants walked more than 30 million
steps - over 13,100 miles.

askAAMC

AskAAMC is atelephone nurse advice program that is available to the public and staffed
(Maryland residents only) 365 days a year from 7am to 1am. Since itsinception in 1986, AAMC
health resource nurses have managed more than one million calls. The nurses have more than
100 years of tele-health experience. Before becoming health resource nurses, they worked in
emergency care, pediatrics, medicine, and surgical hospital units. Nurses work with callers to
identify and evaluate symptoms, provide medical information so the caller can make an informed
decision, recommend next steps, and, if necessary, make areferra to the doctor or to the wide
range of community-based programs that are available through AAMC. The askAAMC nurses
routinely receive calls from the community related to questions and symptoms they have. The
nurses assist callers with quickly accessing EM S if the caller has symptoms related to an acute
heart condition. They also help access assistance for medication questions and other
cardiovascular disease management issues. Follow up calls are provided to patients who are
discharged from the hospital with cardiovascular disease to ensure they are compliant with

medi cation use and physician follow up.

Nurses were trained by the Cardiac Program Coordinator on Early Heart Attack Care. Included
in the presentation were signs and symptoms of a heart attack, including atypical symptoms and
the importance of activating EMS for symptoms that last more than afew minutes.

DARE to C.A.R.E Screenings

Dareto C.A.R.E. isanon-profit organization supported by AAMC. Screenings are availablein
four locations and are offered to the community at various on-site locations throughout the year.
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Since June 2000, over 52,000 individuals have received screenings for cardio-vascular disease.
In FY 2013, 4,294 individuals were screened.

In FY 2014, the screenings targeted high risk individuals. Screenings were offered on-site at
Morris Blum Senior Housing and Wiley Bates Senior Housing. These locations house the most
vulnerable patient populations in Annapolis; the residents are African American seniors with
limited access to healthcare. Forty-five seniors were screened.

The purpose of the screening is to detect cardiovascular disease that can be managed
appropriately through primary care teams. Patients are referred back to their primary care team
for further follow up and on-going management. Patients who cannot afford healthcare are
referred to AAMC'’ s low-income clinics for primary care.

C. CARDIOVASCULAR DISEASE PREVENTION AND EARLY DIAGNOSISOUTREACH TO
MINORITY AND INDIGENT PATIENTS

Although AAMC islocated in the affluent city of Annapolis, thereis a prevalence of preventable
heart disease within pockets of the underserved and minority communities that surround the city.
In fact, living among great wedlth is significant poverty and poor health. The focus of AAMC's
Community Health and Wellness Department is to improve the health of the communities we
serve, targeting the underserved, minority, and at-risk individuals for poor health.

In Anne Arundel County, the age adjusted mortality rate related to heart diseaseis 191.6 per
100,000 population. For African Americans, the mortality rateis higher at 215.2 per 100,000.
Disparitiesin risk factors for heart disease are also significant, particularly for hypertension (high
blood pressure) and diabetes control. According to the American Heart Association, thereisa
strong correlation between heart disease and diabetes, with at least 65% of people with diabetes
dying from some form of heart disease or stroke. There are a so attributable risk factors for heart
disease and diabetes including hypertension, high cholesterol, obesity, lack of physical activity,
and smoking.

Nearly 68 percent of county residents are overweight or obese and 23 percent of adults smoke
(33 percent of African Americans smoke). The rapid growth in the percentage of individuals
with diabetesis alarming as well. The incidence rate for diagnosed diabetes for the County is 9.1
per 1,000 population,*® which is above the rate of 8.9 per 1,000 population in Maryland. In Anne
Arundel County, the rate of emergency room visits for diabetes was 280.3 ER visits per 100,000
population, and for African Americans it was 688.5 ER visits per 100,000 population; thisis
compared with Maryland’ s rate for African Americans of 593.3 ER visits per 100,000

18 http://www.cdc.gov/diabetes/atl as/countydata/atl as.html 2010 age-adjusted data adults 18+ yrs.
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population. Therefore, the communities that AAMC serves not only have higher mortality and
comorbidity rates for heart disease and related risk factors, but the rates are al'so very disparate
for African Americans.

Community Partnershipsfor High Risk Individuals

AAMC collaborates with numerous for-profit, non-profit and government agencies to provide
heart health programsin to the community.

Partnersin Anne Arundel County include:

American Cancer Society

American Heart Association

Annapolis Gardens/ Bay Ridge Gardens Housing
Anne Arundel Community College

Anne Arundel County Department of Aging

Anne Arundel County Department of Health

Anne Arundel County Department of Parks and Recreation
Anne Arundel County Department of Social Services
Anne Arundel County Public Schools

Anne Arundel County Fire and Police Departments
Anne Arundel County Mental Health Agency
ARINC

Arthritis Foundation

Arundel Lodge

Asbury United Methodist Church

Asbury Broadneck United Methodist Church
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Boys & Girls Club of Anne Arundel County

Centro de Ayuda (Center of Hope)

City of Annapolis

City of Annapolis Parks & Recreation

Community Action Partnership

Delta Sigma Theta

Emergency Medical Services (city of Annapolis and County)
First Baptist Church

First Christian Church

Ginger Cove Retirement Community

Grace Points Church of the Nazarene

Heritage Church/ Hispanic Outreach Ministry
Heritage Harbour Life Care Retirement Community
Housing Authority of the City of Annapolis

Kris Leigh Assisted Living

Lighthouse Shelter

The Links

Lyons Club

Mt Olive AME Church

National Coalition of 100 Black Women

Northrup Grumman Corporation
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Obery Court/ Timothy Glenn/ Pennrose Management Co — Low Income Housing
Severna Park Community Center

Sollers United Methodist Church

Sunrise Senior Living

St. Matthews AME

Wiley Bates Senior Housing

US Naval Academy.

Westfield Annapolis Mall

Partnersin surrounding counties include:

Bowie Baysox (Prince George’ s County)

Bowie High School (Prince George's County)
Bowie Senior Center (Prince George' s County)
Calvert County Library

City of Bowie (Prince George's County)
Cornerstone Church (Prince George's County)

First Baptist of Glen Arden (Prince George's County)
Greater Mt. Nebo Church (Prince George's County)
Huntington Fire Station (Calvert County)

Kent Island Fire House (Queen Anne’s County)

Kent Island High School (Queen Anne's County)
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Queen Anne's Department of Aging
Waldorf Jaycees (Prince George' s County)

AAMC has designed specific outreach programs that will target minority or underserved
populations as it addresses community risk factors for heart disease. The programs devel oped
and implemented with community partners are as follows.

The Housing Authority of the City of Annapolis

In 2012, AAMC entered into aformal relationship with the Housing Authority of the City of
Annapolis (HACA). HACA owns and operates over 700 low income rental housing units. The
units span seven neighborhoods. Since HACA is public housing, some of the County’ s most
indigent live in these neighborhoods. The partnership between AAMC and HACA addresses
unmet healthcare needs and focuses on improving the quality of life for these residents.

In March 2013, nursesinitiated aweekly community nurse clinic at Morris Blum Senior
Housing. Through the clinic, residents of the building were able to access free appointments with
on-site nurses for blood pressure screenings and for answers to general health questions and
concerns. Over 380 encounters were made with 90 different residents during the 4™ quarter of
FY 2013. Due to the community need and success of the clinic, the weekly nurse clinics phased
out, and a primary care clinic opened in October 2013. The new primary care clinic was initiated
through the Health Enterprise Zone project. A primary care medical home was built on-site with
atrained team to meet the health needs of the residents. This team can manage the risk factors of
heart disease for these residents.

The nurse clinics were re-initiated at Eastport Terrace/Harbor House complex in April 2014. The
residents, although younger, also have risk factors for heart disease. The nurses have met with
nearly 50 residents for 100 encounters during YTD FY 2014.

Headthy Anne Arundel Codlition

In FY 2012, Anne Arundel County formed its Local Health Improvement Coalition, Healthy
Anne Arundel. In FY 13, the county released its Community Heal th Needs Assessment (Exhibit
5(a)) which defined obesity as the number one health problem in the county, and heart disease
and diabetes were concurrently listed as the fourth health problem in the county. As aresult,
Healthy Anne Arundel executed a county wide public health action plan to reduce obesity and
heart disease. The plan was designed to develop community-based approaches and work with
partners such as HACA, Anne Arundel County Public Schools, and faith-based organizations to
further reach into the community. AAMC holds key |eadership on the county committees as Vice
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Chair of the Healthy Anne Arundel Coalition and Chair of the Obesity Prevention Sub
Committee.

The Obesity prevention Sub Committee was designed to (1) expand heathy food optionsto all
county residents, and (2) expand low cost or free exercise programsto all county residents for
the purpose of reducing the 66%obesity/overweight statistic. Reducing the rate of obesity is
directly linked to reducing heart disease. AAMC remains committed to supporting county-wide
efforts through community collaborations.

Faith-Based Outreach

Faith-based organizations play acritical rolein reaching out to community members and
providing information that will improve the lives of their congregants and communities. As
many faith-based |eaders connect physical health to spiritual health, they are in a unique position
to incorporate important health messages into church activities. The historic ties between the
faith-based community and the civil rights movement have a so motivated clergy and
congregants to advocate for health equity in their communities. AAMC has collaborated with ten
African American Churches in the county to develop culturally appropriate and strategic
programs for their congregations to reduce heart disease. Specifically, AAMC has trained their
health ministries to provide monthly blood pressure screenings and help congregations access
primary care providersto modify their risk factors. AAMC has also provided speakers about
heart disease to further the education process.

Barber Shops

In the summer of 2014, AAMC partnered with a barber shop in Annapolis to increase awareness
about hypertension (high blood pressure) among African American men. During a busy Saturday
morning, a nurse completed 15 blood pressure screenings, and half of the men registered as
borderline or hypertensive. AAMC connected the men back to their primary care physicians or
provided referrals to primary care physicians for on-going follow up.

The feedback from the owner of the barbershop was very positive, and plans to provide quarterly
blood pressure clinics are being devel oped and implanted as this application is being submitted.

Diabetes Salf-Management Programs

The Living Well with Diabetes program is a 6 week course based on the evidence-based
Stanford program. It is offered in partnership with the Anne Arundel County Department of
Aging. Classes are offered on AAMC’ s campus and throughout the community in placeslike
senior centers, housing units, and libraries. The course is geared towards individuals who have
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Type 2 Diabetes and their caregivers. Topics include symptom management, exercise, healthy
eating, medication use, and working with the care team. The purpose of the classisto help
individuals better manage their diabetes to decrease the risk of other co-morbidities, including
heart disease. In FY 2013 and FY 2014, there were 10 workshops held in Anne Arundel County,
and 167 individuals participated. Classes are free to the public.

Westfield Mall Walking Club

AAMC is committed to providing access to free exercise programs. In FY 2013, AAMC
partnered with Westfield Annapolis Mall to create afree community walking club. To date, more
than 500 individuals have registered for the Walking Program. They meet monthly to stay
motivated, get their blood pressure checked, obtain health education information, and receive
free flu shots during flu season. In FY 2013, AAMC nurses provided 220 free, monthly blood
pressure screenings to the mall walkers at Westfield Annapolis Mall. There is amarked walking
path in the mall aswell as health education signage related to heart health prevention throughout
the path. Participants receive afree pedometer and log when they sign up for the walking club to
track their steps and miles. The Mall is on one of the County’ sbuslines and it opens at 7am
daily. Thisallows ease of accessto all county residents and provides a safe, climate-controlled
environment for year-round exercise.

AAMC will continue to devel op relationships with the underserved and minority communities.
The work with HACA, the faith-based community, and area barber shops will expand AAMC'’s
reach into those pockets of need. Programs to reduce smoking, improve nutrition and weight
loss, and provide education related to heart disease risk factors will continue to be targeted to
those most in need. AAMC will leverage partnerships to advance the work in prevention and
education of heart disease to reach as many people as possible throughout the communitiesit
Serves.

Starting in January 2015, one way AAMC will do thisisthrough an online Heart Health Risk
Assessment (HRA). The free HRA tool will allow usersto calculate their risk of developing
cardiovascular disease and prioritize their most harmful cardiovascul ar disease risk factors. Users
will have the opportunity to print or email their report to easily share results with their doctors.
Through this tool, AAMC will aso have the opportunity to follow up with those who are most at
risk for heart disease to provide next steps and additional resources to help improve their health.
For those with lower risk factors, AAMC can provide information about health and wellness
classes to encourage continued heart healthy behaviors.

Additional health education classes on topics such as kidney disease and heart disease are a'so
being devel oped so patients can gain a better understanding of their disease and how to manage
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it. Increased knowledge can lead to better compliance related to medication use and following
dietary and exercise guidelines. Programs will be free of charge and available to the community.

D. RESEARCH AND TRAINING

Johns Hopkins Resear ch I nitiatives

In 2006, the National Institutes of Health (NIH) established the Clinical and Translational
Science Award (CSTA) program. CTSA program aims to strengthen and support the spectrum of
tranglational research by accelerating the process of trandating laboratory discoveriesinto
treatments for patients, training a new generation of clinical and translational researchers, and
engaging communitiesin clinical research efforts through a nationwide network of research
universities. The Johns Hopkins Institute for Clinical and Translational Research (ICTR) was
established in 2007 as one of more than 60 medical research institutions working together as a
national consortium to improve the way biomedical research is conducted across the country and
isthe only center in Maryland. Through its affiliation with JHM, patients at AAMC are afforded
the opportunity to participate in national translational research studies through the ICTR
program. AAMC has been the leading accruer to the ICTR trials of all network sites. Information
about the ICTR and ongoing clinical trials can be found at: http://ictr.johnshopkins.edu/ and at
http://www.hopkinsmedicine.org/Research/centers.html.

In addition to clinical trial opportunities available through the Johns Hopkins ICTR and the
CSTA network, a multitude of opportunities exist through national, regional and local clinical
trials ongoing at JHM through the Johns Hopkins Heart and Vascular institute (HVI). The HV1 is
composed of the Divisions of Cardiac Surgery, Cardiology, Vascular Surgery, Cardiac

Anesthesia and Interventional Vascular Radiology. This affiliation will provide the opportunity
for AAMC patients to benefit from inclusion in clinical trialsin Cardiac Surgery aswell asits
partnersin the HVI. AAMC has been a member of the Johns Hopkins Oncology Clinical Trials
Network for nearly a decade, and the administrative framework is currently in place to expand
the research into cardiac and vascular diseases. Dedicated research assistants will be available at
AAMC to identify potential patients and assist in the enrollment and management of clinical trial
patients.

Attached as Exhibit 9(a) isalist of current ongoing clinical trialsin which Johns Hopkins
Cardiac Surgery, Cardiology and Cardiac Anesthesiafaculty are participating and which will be
immediately available for AAMC patients after Institutional Review Board (IRB) approval. A
comprehensive list of the ongoing clinical trials of Cardiac Surgery and itsHVI can be found at
the Johns Hopkins Heart and vascular Institute website at
http://www.hopkinsmedicine.org/heart vascular_institute/research. Exhibit 9(b) and 9(d) include a
description of ongoing quality initiatives and practice guidelines, respectively.
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Johns Hopkins Training I nitiatives

One of the unique aspects of the proposed cardiac surgery program at AAMC is the affiliation
with the training program in cardiac surgery. The Johns Hopkins Thoracic Surgery Residency
programisafully accredited ACGME (A ccreditation Council for Graduate Medical Education)
training program (Exhibit 9(c)) in al aspects of cardiac and thoracic surgery which leads to
specialty certification by the American Board of Thoracic Surgery (ABTS). The programisa3
year program with dedicated time in each of the subspecialties that make up Thoracic Surgery,
including an elective period of time to spend dedicated timein an area of particular interest.
Attached is the Cardiothoracic Surgery Residency Surgery Prospectus which is given to program
applicants at the time of their interview and is updated yearly.

Thoracic Surgery Residencies are traditionally centered on university, public and Veterans
Administration hospitals. AAMC offers a unique opportunity to enhance the training of JHM
residents by conducting a portion of their training in the community hospital environment after
appropriate ACGME and ABTS approva. In addition to the unique focus of a community
hospital setting, time at AAMC will provide an opportunity for the cardiac surgery residents to
work with an additional staff of cardiologists, anesthesiologists, and intensivists whaose primary
focus is clinical medicine.

The specialty of cardiac surgery is evolving into one with minimally invasive and wire based
percutaneous approaches assuming alarger and larger role. The catheterization laboratory and
operating rooms are the primary locations for such procedures. The opportunity to participate in
these types of cases at university hospitalsislimited by cardiology and vascular surgery trainees
also seeking such exposure. At AAMC, without cardiology and vascular surgery fellows there
will not be such competition for cases, and there is a high likelihood for a rewarding educational
experience working in the catheterization laboratory and operating rooms in addition to the
cardiac surgery operating rooms.

The Johns Hopkins Thoracic Surgery Residency program has aweekly 2 hour didactic lecture
series throughout the year based on recommendations of the Thoracic Surgery Directors
Association (TSDA), the Thoracic Surgery Residents Association (TSRA), the Joint Council on
Thoracic Surgery Education (JCTSE), and the American Board of Thoracic Surgery (ABTYS).
While residents rotate at AAMC, these lectures will be available to all members of the AAMC
Cardiac Surgery team via videoconference using the same videoconferencing system used for the
weekly Morbidity Mortality conference. One hour of the weekly lecture seriesis based on a2
year cycle of lectures/topics available at http://www.tsda org/wp-content/upl oads/2014/07/T SC-88-
Week-Schedule-and-Topic.13-15.pdf (Exhibit 9(c)) and included as an appendix to this application.
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AAMC Cardiology and Anesthesia staff will be integrated into the weekly lecture seriesto
become fully integrated into the training of the cardiac surgery residents. The residents will also
attend, and participate in, the weekly cardiac catheterization conference to enrich their clinical
experience by reviewing diagnostic studies and discussing treatment options with the referring
cardiologists and attending cardiac surgeons.

AAM C’sResearch and Training

The Anne Arundel Health System Research Institute is a not-for-profit medical research
organization chartered in 2008 under AAMC’ s parent corporation. It allows qualified
investigators from the medical and hospital staff to conduct clinical trials and investigator-
initiated studies with the support of its clinical research professionals. A major component of
AAMC's Center for Healthcare Improvement under the direction of Barry Meisenberg, M.D.,
Chair for Quality and Health Systems Research, the institute currently has 160 open studies, 8 of
which involve cardiology or vascular surgery.

Proposed research protocols are reviewed through the AAMC Clinical Research Committee for
scientific merit and appropriateness for the medical center, then by the Western-Copernicus
Institutional Review Board. The Research Institute and hospital staff work together to meet
protocol requirements while ensuring the quality and safety of patient care.

AAMC's extensive research includes pharmaceutical and device trials in multiple speciaties
including Medicine, Cardiology, Vascular Surgery, Oncology, Minimally Invasive Surgery,
Orthopedics, and Nursing. In addition to conducting NIH and commercial trials, many
investigators develop their own protocolsin their speciaties. The Institute’ s Research Nurses
and Clinical Trials Coordinators provide professional research support. A full-time research
pharmacist is employed in AAMC’s Infusion Center. Cardiac Cath and Operating Room nurses
are experienced in combining clinical care and research protocols.

Among AAMC’ s many research achievements, participation in the Atlantic CPORT and
CPORT-E trias, conducted in our Cardiac Cath Labs under the direction of principle investigator
and Interventional Cardiologist Jonathan Altschuler, M.D., contributed research dataon large
numbers of patients with precise reporting and exacting patient selection and care quality.
Current cardiology studiesinclude clinical trials of carotid and peripheral endovascular stents,
plus pharmaceutical tria s involving anticoagulants, lipid-reducing drugs, and drugs to reduce
cardiovascular risk in patients with diabetes.
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James and Sylvia Earl SAIL Center (Simulations to Advance Innovation and Learning):

The Earl SAIL Center offers highly realistic smulations for team training, inter-professiona
training, and development of individual skills through a variety of modalities. This training will
enhance the safe care of cardiac surgery patients as it does for those in multiple specialties now.
Additionally, the SAIL Center’s Innovation Suite allows leading physicians to devel op surgical
innovations and conduct research that is typically performed at academic centers. The SAIL
Center’ s courses, staff and |eadership can assist with the development of the Cardiac Surgery
Team and help surgeons find ways to improve techniques and technologies.

AAM C Achievements

Designated Cardiac Intervention Center:

As further evidence of the excellence of AAMC' s Interventional Cardiology program, the
Maryland Institute of Emergency Medical Services Systems (MIEMSS) has recently renewed for
five years AAMC’ s designation as a Cardiac Intervention Center under COMAR 30.08.02.

The designation as a“ Cardiac Interventional Center” indicates that a hospital complies with
State standards to receive patients transported by EMS who are experiencing the most common
type of heart attack called an ST-elevation myocardial infarction, or “STEMI.” AsaCardiac
Interventional Center, AAMC is approved by MIEMSS and the EM S Board to receive patients
transported by ambulance with a STEMI who are appropriate for Primary Percutaneous
Coronary Intervention. EM S providers who have identified a STEMI patient in the field may
transport those patients to the closest designated Cardiac Interventional Center, bypassing non-
designated hospitals in accordance with the Maryland Medical Protocols for EMS Providers. A
Cardiac Interventional Center may receive STEMI patients transported by ambulance directly to
the catheterization lab when approved by the base station physician. To qualify for this
designation, a catheterization lab must have a physician who is appropriately credentialed to
eva uate and stabilize an acute cardiac patient, aregistered nurse, and a technician capable of
activating the catheterization lab, immediately available in house when (1) the 12 lead EKG in
thefield isinterpreted by an advanced life support EM S provider as a high probability of a
STEMI or (2) the 12 lead EKG in the field has been reviewed by an ED physician or cardiologist
and determined to be a STEMI. AAMC is actively involved in EMS Regions 3, 4, and 5, has
representation on the Region 5 quality committee of MIEMSS, and works with the area EM Sto
support education and quality.

200



Designated Chest Pain Center Accreditation:

AAMC is dedicated to maintaining and providing high quality programs for the community and
the highest standard of care for the patient with Acute Coronary Syndrome (ACS). To become
accredited as a Chest Pain Center by the Society of Cardiovascular Patient Care (SCPC), a
hospital must demonstrate that its processes and policies promote internal and external
community health, wellness and knowledge, and provide high quality cardiac care across the
continuum of chest pain, ACS and Acute Myocardia Infarction (AMI) patients.

AAMC has been accredited by the Society of Cardiovascular Patient Care (SCPC) as a Chest
Pain Center since 2008. AAMC took further steps to demonstrate the quality of care givento its
patients experiencing acute cardiac conditions by achieving Cycle Il Certification in 2008
followed by Cycle Il Certification with PCI in 2012. Cycle 1V accreditation was obtained
January 2015 during an extensive site visit. (Exhibit 10(c)). AAMC met and exceeded the
SCPC’s comprehensive requirements of eight key elements that includes community education
of early heart attack care (EHAC) and community outreach to low income and underserved
areas, Emergency Department integration with Emergency Medical Services (EMS) in three
MIEMSS regions, tracking detailed data on the care of high risk and low risk chest pain patients
for process improvement, maintaining detailed peer review and quality review processes, and
with full commitment of organizational resources. As atestament to AAMC’ s high quality chest
pain center, the SCPC invited AAMC to present at its 18" Annual Congressin May 2015.

The Cardiac Operations team meets monthly to address internal processes that impact the
reguirements set forth by the SCPC. The Chest Pain Center Committee meets quarterly. Itisan
interdisciplinary group with representatives from Emergency and Medical Services that serve
AAMC to ensure that the hospital continues to meet the standards of the Chest Pain
Accreditation. This committee includes members of the Emergency Department, Cardiology,
Interventional Cardiology, Administrators, Nurses and Technicians from every department that is
involved in the care of the chest pain patient.

The Chest Pain Center Cardiac Work Group also meets monthly. This work group consists of
Senior Director Anne Marie Pessagno, Dr. Jonathan Altschuler, Dr. William Maxted, and Toni
Schiller, RN, CCCC, Chest Pain Center Coordinator. The Work Group provides executive level
oversight of the Chest Pain Center Committee.

ACC-Action Reqistry-GWTG:

AAMC aso demonstrates achievement by sustaining performance measures in the treatment of
heart attack patients through the implementation of ACTION Registry®-GWTG™ and through
in-hospita initiation of the American College of Cardiology/American Heart Association
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Clinical Guideine recommendations. AAMC has been arecipient of the Silver Performance
Achievement Award 2010, the Gold Performance Achievement Award 2012, and the Mission
Lifeline Bronze Recognition of Achievement for STEMI Care 2013.

Delmarva Foundation Excellence Award for Quality:

AAMC has received the 2014 Delmarva Foundation Excellence Award for Quality Improvement
for the second year in arow. This excellence award directly reflects the quality of care delivered
to patients as AAMC continues to set higher standards for delivering expert care.

Delmarva Foundation, Medicare' s Quality Improvement Organization (QIO) for Maryland,
developed the requirements for the 2014 Excellence Award for Quality Improvement. The
purpose of the award is to recognize individual hospitals that excel in patient safety and quality
improvement in four inpatient clinical areas of national focus— Heart Failure, Surgical Care
Improvement, Pneumonia, and Immunization.

2014 Criteria

. Individual performance for each measure rate must be > 90 % for all 4 quarters on the 10
reguired inpatient measures in order to be considered for the award.

. Hospitals with an annual aggregate performance measurement rate >96 % will be
awarded the Delmarva Foundation Excellence Award for Quality | mprovement.

This award recognizes the high standards for quality of care and patient safety established and
maintained by AAMC, both for the clinical services noted and for the hospital’ s rigorous quality
improvement program.

Magnet Recognition Program for Nursing Excellence:

AAMC achieved American Nurses Credentialing Center (ANCC) Magnet® recognition on
September 15, 2014, as areflection of its patient- and family-centered care, nursing
professionalism and teamwork. AAMC Nursing has consistently used this Magnet framework to
improve care, quality and outcomes for patients, while also improving patient satisfaction and
the work environment. Designation is the result of passing a rigorous process of application,
documentation submission and site visit by ANCC appraisers. Throughout this process AAMC
consistently demonstrated nursing excellence across the organization to deliver superior patient
care with afocus on quality of nursing leadership, coordination and collaboration across
specidties, as well as processes for measuring and improving the quality and delivery of care.
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Magnet recognition is determined by the ANCC’s Magnet Recognition Program®, which
ensures that standards for nursing excellence are met. The Magnet model is designed to provide a
framework for nursing practice, research, and measurement of outcomes. The term “Magnet”
refers to hospital work environments that attract and retain well-qualified nurses who promote
quality patient care. Magnet recognition has been shown to provide specific benefits to hospitals
and thelr communities, such as higher patient satisfaction, lower mortality and complication
rates, higher job satisfaction among nurses, and lower nurse turnover with fewer vacancies.

The ANCC cited five best practices from AAMC:

Nursing Leadership

Nursing satisfaction results, especially nurse-physician collaboration

Patient satisfaction results

Implementation and dissemination of evidenced-based practice across the organization
Patient- and family-centered care, especidly its use of patient and family advisors

arODDPE

With this credential, AAMC joins the Magnet Community — a select group of 401 U.S. hospitals
out of some 5,700 organizations recognized for delivering the highest quality of careto patients
and families.
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10.24.01.08G(3)(b) - Need

For purposes of evaluating an application under this subsection, the Commission shall
consider the applicable need analysisin the State Health Plan. If no State Health Plan need
analysisis applicable, the Commission shall consider whether the applicant has
demonstrated unmet needs of the population to be served, and established that the
proposed project meetsthose needs.

Please discuss the need of the population served or to be served by the project.

Responses should include a quantitative analysis that, at a minimum, describesthe
project's expected service area, population size, characteristics, and projected growth. For
applications proposing to addr ess the need of special population groupsidentified in this
criterion, please specifically identify those populationsthat are under served and describe
how this project will addresstheir needs.

Complete Table F for the Entire Facility, including the proposed project, and Tablel for
the proposed project. Pleaseindicate on the Table if thereporting period is Calendar Y ear
(CY) or Fiscal Year (FY).

APPLICANT RESPONSE

Please see the response to COMAR 10.24.17.05(6), above, for the applicable quantitative need
anaysisfor Cardiac Surgery.

The project would address an unmet need by responding to the need for a more affordable, local,
and integrated cardiac care program for residents of Anne Arundel County and AAMC’ s broader
service area. The need for a new cardiac surgery program is based on severa factors: (1) the
criticality of the service when a patient requires it; (2) current access to the service, including
timeliness of access; and (3) impact on quality standards if the service is not made available.

(1) Cardiac surgery isacritical component in the continuum of care for heart disease and is
often life-saving for patients with advanced cardiac pathology. Coronary artery bypass
grafting (CABG) isthe standard of care when medical or interventional management of
coronary artery disease has failed or isimpractical. Valve replacement surgery is
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essential for patients suffering from valvular stenosis or insufficiency. A range of surgical
procedures is necessary for less-frequent but life-threatening conditions.

While this premiseis not in doubt, it isimportant to establish that cardiac surgery is, in
fact, a service that extends and saves lives and that there are no good alternatives when it
isindicated. When the term “elective” is used in connection with cardiac surgery, it must
be understood to mean “ non-emergent” and not “one option among several equivalent
alternatives.”

(2) Cardiac disease severe enough to require surgery is progressive. It carries the risk of
acute decompensation and potentially irreversible damage. The probability of a good
surgica outcomeisimproved if surgery is employed before that occurs and the patient’s
myocardium and overal condition have not been badly compromised.

Accessis ultimately a matter of timely availability of the service to the patient whenitis
needed. Distanceis one of several factors that may cause delayed access when patients
must be transferred. When a patient has to be eval uated, stabilized, and given the time to
arrive at adecision on treatment at one facility and then must wait while arrangements
are made for transfer and transport, and spend time in transit, only to repeat much of the
process at a second facility, delay isinevitable and often significant. Compounding the
problem, hospitals are not required to accept patients for whom transfer is requested, and
some will not accept self-pay patients or non-network insurance policies, resulting in
further delays. Not every delay causes harm, but some delays do impact health status, and
all delays add risks.

(3) Quality of care means providing appropriate, timely diagnosis and therapy in a safe
manner. That includes expert, skilled professional care and systematic elimination of
unnecessary risks. Clearly, delayed accessin itself has a negative impact on quality as
noted above. In addition, interference with care team communication occurs when
patients must pass through several transitions of personnel as they are processed through
atransfer. Hand-offs have long been known to increase the risk of medical errors.

A percentage of cardiac surgical patientsinevitably suffer post-operative complications
after returning home. When definitive treatment is only available at the distant hospital
where the operation was performed, patients may return there on their own or seek help
in anearer emergency department, from which they may have to be transferred yet again.
Either option resultsin delay and risk resulting from the lack of reasonable access to
cardiac surgery.
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Evidence of the impact of reduced access to cardiac surgery for AAMC' s population and the
resulting need is shown under Certificate of Need Standards, Section (5): Access.

Tables F and | are attached within the Table Appendix.
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10.24.01.08G(3)(c) — Availahility of More Cost Effective
Alternatives

For purposes of evaluating an application under this subsection, the Commission shall
compar ethe cost effectiveness of providing the proposed service through the proposed
project with the cost effectiveness of providing the service at alternative existing facilities,
or alter native facilities which have submitted a competitive application as part of a
comparative review.

Please explain the char acteristics of the project which demonstrate why it isa less costly or
a mor e effective alter native for meeting the needsidentified.

For applications proposing to demonstrate superior patient car e effectiveness, please
describe the characteristics of the project which will assurethe quality of careto be
provided. These may include, but are not limited to: meeting accr editation standar ds,
personnel qualifications of caregivers, special relationships with public agenciesfor patient
care services affected by the project, the development of community-based services or
other characteristics that the Commission should take into account.

APPLICANT RESPONSE

AAMC isthe most cost effective alternative for cardiac surgery services of the hospitals
currently providing those services for patient in our service area.

AAMC projects that most of its cardiac surgery caseload will represent cases redirected from
three hospitals: JHH, the University of Maryland Medical Center (UMMC), and the Washington
Hospital Center (WHC).

Cardiac Surgery Programs

Chart 41 lists the cardiac surgery programsin Maryland and Washington, DC, with key statistics
for each cardiac surgery hospital and statistics for the proposed program at AAMC. The payment
datafor the DC hospitalsis equal to the payment per case and payment per CMAD of the WHC.
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Chart 41

AAMC Cardiac Surgery Program

The Relative Payments per Case and per CMAD
of Selected Cardiac Surgery Programs. FY 2014

Hospital Relocated Cases Payment per Payment per % Above
Case* CMAD** AAMC
Johns Hopkins 69 $65,174 $19,052 114%
University of 29 $66,803 $19,528
MD 119%
Union Memorial 2 $46,963 $13,728 54%
UM St Joseph 1 $36,958 $10,803 21%
Sinai 3 $46,187 $13,501 52%
Washington 6 $45,034 $13,164
Adventist 48%
DC Hospitas 227 $58,681 $17,158 93%
Total Average 337 $60,224 $17,605 98%
AAMC $35,851 $10,480
Sources:

(1) HSCRC Discharge Abstracts
(2) MedPAR filesand national claims data source

Notes:

* Payment per Case for Maryland Hospitals derived by taking the Charge per case times the estimated average payer differential of 4.4%.
** Pgyment per CMAD is derived by dividing the Payment per case for each hospital by the average projected case mix for cardiac cases.

The column entitled “Payment per CMAD” represents the rel ative payments per cardiac surgery
case at each of the cardiac surgery hospitals and at the proposed AAMC program.

Since the AAMC program demonstrates to be the lowest relative payments per CMAD ($10,480)

of any of the cardiac surgery hospitals and a much lower payment per CMAD than any of the

hospitals from which most cardiac surgery cases will be relocated (JHH, UMMS, WHC), it isthe
least costly aternative for current patients requiring cardiac surgery services.

In addition to the demonstrated lowest cost to patients for the rel ocated cases above, AAMC has

demonstrated throughout this application the significant improvement in closer access,
coordinated episode of care, and an historical record of enhanced patient care experience.
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10.24.01.08G(3)(d) — Viability of Proposal

For purposes of evaluating an application under this subsection, the Commission shall
consider the availability of financial and non-financial resour ces, including community
support, necessary to implement the project within the time frame set forth in the
Commission's per for mance requirements, as well asthe availability of resour ces necessary
to sustain the project.

Please includein your response:

(a) Complete applicable Revenues & Expenses (TablesG, H, J and K as applicable),
and the Work Forceinformation (Table L) worksheetsin the CON Table Package,
asrequired. Instructions are provided in the cover sheet of the CON package.
Explain how these tables demonstrate that the proposed project is sustainable and
provide a description of the sour ces and methods for recruitment of needed staff
resour ces for the proposed project, if applicable.

(b) Describe and document relevant community support for the proposed pr oject.

(o) Identify the performancerequirements applicable to the proposed project and
explain how the applicant will be able to implement the project in compliance with
those per for mance requirements. Explain the processfor completing the project
design, contracting and obtaining and obligating the funds within the prescribed
time frame. Describe the construction process or refer to a description elsewherein
the application that demonstratesthat the project can be completed within the
applicable time frame.

(d) Audited financial statementsfor the past two years should be provided by all
applicant entities and parent companies.

APPLICANT RESPONSE

(a)Revenues and Expenses

(i) TABLES
Tables G, H, J, K, and L are attached under “Tables’.
(i) Sustainability of the Project

Aspresented in TablesG, H, J, K and L, aswell as explained in the financial feasibility section
of this CON application, the proposed cardiac surgery program at AAMC does generate a

modest operating margin after the second year of operation, assuming that AAMC’s GBR
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agreement is adjusted for the projected incremental revenue at 85% variable cost factor for the
first three years of operation. The new program will contribute to the projected positive operating
margin of the existing organization at that time and thus it is anticipated that the new program
will be sustainable given the reasonable volume and expense assumptions for the program.

(iii) Recruitment and Manpower
AAMC’s manpower needs and recruitment strategies are detailed below by job category.

Cardiac Surgeons

The cardiac surgeons at AAMC will be full time faculty members of the Johns Hopkins
University School of Medicine. A total of 3 surgeons (2.5 FTE) will comprise the physician
component of the cardiac surgery team. There will be two surgeons, the Chief of Cardiac
Surgery and the Associate Chief of Cardiac Surgery, who will be based at AAMC,; these 2
surgeons will be on site every day to evaluate patients for surgery, perform surgery, and direct
the care of the post-operative patients. There will be, at all times, at least one cardiac surgeon on
call. Thethird cardiac surgeon will be present at AAMC 1-2 days per week and will participate
in on-call activities at night during the week and on weekends.

Chief of Cardiac Surgery

This position will be filled by an experienced cardiac surgeon at the associate professor or
professor rank with a documented history of clinical excellence, organizational skills, program
building and academic accomplishment. Thisindividual will be Board certified by the American
Board of Thoracic Surgery and will be jointly appointed by the leadership of JHM and AAMC.
Thisindividual will have overall oversight of all aspects of the AAMC cardiac surgery program
with direct lines of reporting to the Division of Cardiac Surgery and the Departments of Surgery
at JHH and AAMC. Thejob description for this position is detailed in Exhibit 8(a) (Chief of
Cardiac Surgery).

Associate Chief of Cardiac Surgery

This position will befilled by an experienced cardiac surgeon at the assistant or associate
professor level. This person will have a proven track record of clinical excellence and will work
with the AAMC Chief of Cardiac Surgery to fulfill the multiple missions of the AAMC program.
Thisindividua will be Board certified by the American Board of Thoracic Surgery and will be
jointly appointed by the Chief of Cardiac Surgery of JHM and the Chief of Cardiac Surgery of
AAMC. This surgeon will spend 80-90% of his clinical time at AAMC and will have block time
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every other week at JHU to maintain programmatic continuity. The job description for this
position is detailed in Exhibit 8(b) (Associate Chief of Cardiac Surgery).

Attending Cardiac Surgeon

This position will befilled by an experienced cardiac surgeon at the assistant or associate
professor level. This person will have a proven track record of clinical excellence and will work
with the AAMC Chief of Cardiac Surgery to fulfill the multiple missions of the AAMC program.
Thisindividual will be Board certified by the American Board of Thoracic Surgery and will be
jointly appointed by the Chief of Cardiac Surgery of JHM and the Chief of Cardiac Surgery of
AAMC. This surgeon will spend 20% of hisclinical timeat AAMC and will spend 80% of his
clinical time at JHU. The job description for this position is detailed in Exhibit 8(c) (Attending
Cardiac Surgeon).

Cardiac Surgery Physician Assistants

Physician assistants (PA) will fill amultidimensional role in the cardiac surgery program at
AAMC. They will beinvolved in all aspects of care of the cardiac surgery patients from patient
evaluation to intra-operative assistance to caring for the post-operative patients in the Intensive
care unit, the step down unit and in the outpatient clinic. These individuals will be graduates of
accredited Physician Assistant Programs, will have appropriate experience, or be trainable, in
cardiac surgery, and will belicensed in the State of Maryland. They will be directly answerable
to the Head Physician Assistant at AAMC, the Cardiac Surgery Head PA at AAMC, the Head
Cardiac Surgery PA at JHU, and the AAMC Chief of Cardiac Surgery.

Head Cardiac Surgery Physician Assistant

Thisindividual will have extensive experience as a cardiac surgery PA and will possess an
established track record of leadership, organizational skills, educationa skills, and possess
superior technical surgical skills. Thisindividual should possess experiencein all phases of the
evauation and care of cardiac surgery patients. Thisindividual will be responsible for
supervising all health care practitioners referred to as " mid-level practitioners,” including
Physician Assistants and Nurse Practitioners. Thisindividual will be directly answerable to the
Head Physician Assistant at AAMC, the Head Cardiac Surgery PA at JHU, and the Chief of
Cardiac Surgery at AAMC. Thisindividual will be based at AAMC and will spend 80-90% of
hisclinical timeat AAMC. He will spend 1 -2 days a month at JHU to help maintain consistency
in clinical practice between the programs at AAMC and JHU. The job description for this
position is detailed in Exhibit 8(d) (Head Cardiac Surgery Physician Assistant).
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Perfusionists

Perfusionists will fulfill amultidimensional role in the cardiac surgery program at AAMC based
on the similar role performed at JHU. The perfusionists will be full time JHU employees who are
assigned to AAMC. The job description for the Chief Perfusionist is detailed in Exhibit 8(e).

(b) Community Support

Sinceits founding a century ago, AAMC has met and continually adapted to the community’s
health needs as a fundamental part of its mission. AAMC’ s board and management evaluate all
service lines in reference to this commitment, using the Community Health Needs A ssessment as
aqguide. In that regard, AAMC now applies for a cardiac surgery program because of the long
growing — and now pressing — need in the community. Over the course of two decades, AAMC
has grown the cardiovascular program such that AAMC treats hundreds of cardiac patients per
year, transferring more than 200 patients annually to other hospitals.

With agrowing 65+ population, the need for a cardiac surgery program at AAMC never has
been greater, and thus community support never has been stronger. In this CON application,
there are dozens of letters from patients who were transferred to other hospitals asking why their
care was interrupted at such afrightening time (See Appendix 11 - Community Support Letters).
There are |etters from physicians citing delays in transfers, poor patient outcomes, and even the
loss of life. Support comes not just from Anne Arundel County, but also the Eastern Shore and
neighboring Prince George’s County. Leading elected officials ask why AAMC does not have a
cardiac surgery program because their constituents are asking them. These include executives,
like the Mayor of Annapolis and the Anne Arundel County Executive, as well as a cross-section
of legidative leaders from both Anne Arundel County and the Eastern Shore.

Through the AAMC Foundation, business and professional |eaders are voicing their support as
well. Many believe so strongly that AAMC should have a cardiac program that they have
pledged a minimum of $5 million once the CON is approved, more than isinitially needed to
launch the program given AAMC’ s existing facilities. The Foundation already has raised more
than $1 million to support existing cardiac services.

This application also expresses strong support from the payer community. More specificaly, one
leading payer endorses this new program based on its capacity to provide increased access, a
reduction in per capita costs, and the creation of a*“high value cardiac service’” with JHM.

Diverse communities are adding their support as well. Several of the area’ s largest African
American churches and Hispanic organizations are urging AAMC to make this program aredlity.
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Given the fervor of community support, and its mission of “responding to the community’s
health needs,” not only does it make sense for AAMC to seek this program, it would be

irresponsible not to do so.

(c)Implementation

Performance Standards and Construction Timelines

PROJECT IMPLEMENTATION TARGET DATES

CON Application & Process Timeine

File LOI

File CON

MHCC Compl eteness Questions
CON Docketed

CON Reviewed

CON Decision

Constr uctability Timeline

Design Development

Construction Drawings/Permitting
Obligate 51% of Construction Costs
Construction - Renovation Start
Construction - Renovation Finish
First Use

Full Utilization
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Dec 2014

Feb 2015

Feb - Mar 2015
April 2015
April - Oct 2015

Oct 2015

June 2015
Aug 2015
Dec 2015
Jan 2016

May 2016
July 2016

July 2018



(d) Audited Financial Statements

AAMC' s audited financia statements for 2012-2013 and 2013-2014 are attached as
Exhibit 6.
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10.24.01.08G(3)(e) — Compliance with Conditions of
Previous Certificates of Need

To meet this subsection, an applicant shall demonstrate compliance with all conditions
applied to previous Certificates of Need granted to the applicant.

APPLICANT RESPONSE

AAMC has been issued the following CONs since 1992 and has complied with all conditions:

Level 111 + NICU - Docket No. 97-02-1988

1998 CON Exemption to relocate old hospital to Jennifer Rd.
New 9-Story Addition South Tower - Docket No. 04-02-2153

6th Floor South Tower 30 MSGA Bed - Docket No. 10-02-2308
3rd Floor South Tower 30 MSGA Bed - Docket No. 12-02-2388"

arwONPE

19 This project is still ongoing and is obligated to have full licensure by June 2017 (see Exhibit 13).
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10.24.01.08G(3)(f) — Impact on Existing Providers

For evaluation under this subsection, an applicant shall provideinformation and analysis
with respect to theimpact of the proposed project on existing health care providersin the
service area, including the impact on geographic and demogr aphic access to services, on
occupancy when thereisarisk that thiswill increase coststo the health care delivery
system, and on costs and charges of other providers.

APPLICANT RESPONSE

(&) Impact on Access and Occupancy

The project will impact few hospitals, and thisimpact will not have a substantial adverse effect
on access or occupancy with respect to those hospitals.?°

In 2018, the AAMC cardiac surgery program will be fully operational, providing cardiac surgery
services to 337 discharges. It is anticipated that these cases will be drawn from hospitals with
cardiac surgery programs operating in both Maryland and Washington, DC, as set forth below.
Chart 42 depicts the projected number of relocated cardiac surgery cases with the majority of
those cases coming from three hospitals — JHH, University of Maryland Medical System and
WHC. We have termed these three hospital s the “ Competing Hospitals.”

Chart 42
The AAMC Cardiac Surgery Program
Projected Cases Relocated from other Hospitals

FY-2018
Hospital Total Medicare Non-Medicare
Johns Hopkins 69 36 33
University of MD 29 16 13
Washington Adventist 6 3 3
Other Maryland 6 1 5
Subtotal- Maryland 110 56 54
Washington Hospital Center 221 111 110
George Washington University Hospital 6 5 1
Subtotal- DC 227 116 111
Total 337 172 165

% The impact of the project on the three hospitals discussed in this response (JHH, UMMC, and WHC) is outlined
here for the sake of completeness. However, please note that none of these hospitalsislocated in AAMC’ s defined
service area and therefore this standard is not applicable to the project’ simpact on them.

216



Thefinancia impact of the AAMC program on each of the competing hospitals will depend
primarily on two factors:

e Thelocation of the Competing Hospita (i.e., Maryland or DC)
e Thenumber of casesthat will be relocated from the particular Competing Hospital to the
AAMC program

The Effect of Location — Impact on Maryland Hospitals

In Maryland, hospitals are subject to the Maryland All-Payer Model Agreement (the
“Demonstration”), an Agreement between the Office of the Governor of Maryland, the Center
for Medicare and Medicaid Services, the Health Services Cost Review Commission (HSCRC),
and the Maryland Department of Health and Mental Hygiene.

In order to implement the Demonstration in accordance with its terms and conditions, the
HSCRC has placed most Maryland hospitals on a payment arrangement involving hospital
specific target budgets. These target budgets are increased annually by an inflation factor that
accounts for the impact of genera inflation in the economy on the costs of goods and services
used by hospitalsto provide patient care. The target budgets are also increased annually by
demographic adjustments that account for the projected impact on hospital service levels of
demographic changesin the patient service area of the hospitals.

In the case of ahospital that receives CON approval for anew service, it is anticipated that the
market for the new service will shift, with patients rel ocating from other Maryland hospitals to
the hospita with the CON program. While the HSCRC does not have fully established policies
to adjust a hospital’ s target budget for a CON program or to reduce the target budgets of a
hospital which has patients redirected to the CON, it islikely that the reductions will take the
form of market share adjustments (MSAS). These MSAs are intended to reduce the hospital’ s
target budget by 50% of the charges that the hospital would have made to its relocated patients
treated by the CON program.

For example, if the relocated patients of a hospital represented $1,000,000 in hospital charges,
the adjustment to the hospital’ s target budget rel ative to the CON would be $500,000,
representing 50% of the $1,000,000 in foregone charges. The remaining $500,000 not included
in the reduction to the target budget is maintained by the hospital to cover the fixed costs of the
services that were relocated by the CON.

While the fixed costs of a particular hospital service will vary from one service to the next and
will also vary between hospitals (especially between small hospitals, such as Critical Access
Hospitals (CAHSs), and large hospitals, such as AMCs), the use of a 50% multiplier in the MSA
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isintended to leave whole the hospital which experiences rel ocated casesto a CON or which
loses market share for other reasons. The key point is that the 50% of foregone charges that
remains with the hospital isintended to provide payments that cover the fixed costs of the
hospital’ s relocated service. This means that the HSCRC policy is designed so that there will be
no adverse financial impact on a Maryland hospital as aresult of the hospital losing patients to
AAMC's cardiac surgery program. Therefore, the cardiac surgery hospitals operating in
Maryland would be expected to have no reduction in their net income from services as aresult of
the relocation of their cardiac surgery casesto AAMC. (This, of course, assumes that the affected
cardiac surgery hospitals will manage the costs of their cardiac surgery service appropriately.)

The Effect of Location — Impact on Washington, DC

In Washington, DC, each cardiac surgery hospital is paid for Medicare cases in accordance with
the Medicare IPPS and, for most of the hospital’s other cardiac surgery cases, on a comparable
per case basis using DRGs. Unlike the HSCRC system, the hospital payment arrangements in
Washington, DC do not include market share adjustments that would increase the hospitd’ s rates
fractionally based on the relocation of cardiac surgery cases to the AAMC cardiac surgery
program. This means that the WHC would be expected to lose all of the revenue associated with
the 221 relocated cardiac surgery cases while reducing its costs by only the variable costs of the
relocated cases.

Impact on Occupancy

The impact on occupancy on the Competing Hospitals for the relocation of cardiac surgery cases
represents a very small proportion of each hospital’s total volume of service. The calculated
volume impact affecting occupancy will be presented in the following section along with the
minimal net financial impact.

(b) Probable Impact on Costsand Chargesfor Similar Services at Other Facilities

As previously stated, the project will not have a material impact on costs at other facilities. The
project will likely cause the costs per Equivalent Case Mix Adjusted Discharge (ECMAD) to
increase by one-tenth of one percent (0.1%) at the JHH, by less than one-tenth of one percent at
the UMMC (0.84%), and by about one-half of one percent (0.5%) at the WHC.

The projected number of relocated cases from the cardiac surgery hospitalsto AAMC (see the
response to 10.24.17.05(2)) will only have a meaningful impact on the charges and costs of three
cardiac surgery hospitals: JHH (69 cases), the University of Maryland Medical Center (29 cases),
and the WHC (221 cases).
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The impact of the AAMC cardiac surgery program on the charges and costs of each of the
Competing Hospitals varies based on the particular hospital’ s location (Maryland versus
Washington, DC).

Maryland Hospitals

It is anticipated that the rel ocated cardiac surgery cases of the JHH and the University of
Maryland Medical Center will giverise to market share adjustments (MSAS) that will reduce the
hospital’s GBR target budgets. While the HSCRC'’ s policies for applying and calculating the
MSAs are not fully established in the context of CON funding, the discussions and precedents
regarding MSAs as of the preparation of the AAMC CON suggest that the MSAs for each of the
JHH and the University of Maryland Medical Center will be calculated as 50% of the allowable
charges of the relocated cases.

Chart 43
The AAMC Cardiac Surgery Program
The Impact on the Charges and Costs per ECMAD
Johns Hopkins and University of Maryland Hospitals: FY-2018

JHH University
(1) Aggregate Charges $2,005,533,400 | $1,171,227,500
(2) ECMADs 100,634 57,337
(3) Charges per ECMAD $19,929 $20,427
(4) MSA Calculation
a) Relocated Cases 69 29
(b) Case mix Index 3.4209 3.4209
(c) Relocated CMADs 237.0 99.2
(d) MSA ((3)x(4)(c)x50%) $2,351,622 $1,013,179
(5) Aggregate Charges with MSA (000's) ((1)- $2,003,181 $1,170,214
(4(d))
(6) ECMADswith MSA Adj ((2)-(4(c)) 100,398 57,238
(7) Adj Charges per ECMAD ((5)/(6)) $19,952 $20,444
(8) % Change in Charge/ ECMAD ((7)/(3)-1) 0.001=0.1% | 0.00084=0.084%
Sources:

(1) HSCRC Discharge Abstracts

Using each hospital’ s charges per case mix adjusted discharge (CMAD) for CY-2013, Chart 43
calculates the projected decrease in each hospital’ s casel oad associated with the rel ocation of
cardiac surgery cases, the MSA of JHH and the UMMC,; the adjusted total revenue of each
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hospital; each hospital’s CMADSs reduced by the CMADs of the relocated cardiac surgery cases;
and each hospital’ s charges per CMAD before and after the MSA.

The results on Chart 43 show that JHH charges per ECMAD would be expected to increase by
only 0.10% and University’s charges per CMAD by 0.084%. Furthermore, sincethe MSAs are
designed to maintain the hospital’ s net income after the MSA revenue and volume adjustments,
the projected changes in each hospital’s costs per ECMAD isthe same asits projected changesin
charges per ECMAD, i.e. 0.10% for JHH and 0.084% for the UMMC.

Furthermore, the insignificant impact of the relocated cardiac surgery cases on the costs and
charges of the AMCs reflects the fact that the services of each hospital’s relocated cardiac
surgery cases represent a very small proportion of each hospital’s total volume of service: for
Johns Hopkins, this proportion is 0.23% (237/ 100,634) and for the University of Maryland
0.17% (99.2/ 57,337). Occupancy is therefore not significantly impacted.

Washington Hospital Center (WHC)

The Medicare and Medicaid rates at the WHC are set by regulation independently of the
relocated cases from the WHC to the AAMC cardiac surgery program. The private payer rates at
the WHC are established by reimbursement agreements, usualy with a multi-year term. Privately
negotiated reimbursement agreements between hospitals and payers result in rates that are
primarily determined by the relative level of contracting leverage of the hospital or hospital
system, on the one hand, and the payer, on the other. Therefore, the private payment rates at the
WHC are not plausibly affected by rel ocated cases from the WHC to the AAMC program.

The costs of WHC per ECMAD will increase as aresult of the relocated cases where the
percentage amount of the increase will depend on the proportion of WHC'’ s costs that are fixed.
In the previous section, AAMC projected the percentage increases in the costs per ECMAD for
the JHH (0.10%) and the UMMC (0.084%) by assuming each hospital had 50% fixed costs and
by noting that these percentage increases could be derived from each hospital’ s market share
adjustments (MSAS). Therefore, in this subsection, we estimate the MSA for the WHC and
derive the hospital’s projected increase in costs per ECMAD in the same manner as was done for
the Maryland AMCs.

Chart 44 sets forth the projected increase in the costs per ECMAD of WHC showing the
proj ected increase to only be 0.50%.
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Chart 44
The AAMC Cardiac Surgery Program
The Impact on the Costsper ECMAD

WHC FY-2013

(1) Aggregate Charges (000's) $3,290,287.0
(2) Estimated Charge per CMAD ($144,757 / 3.4209) $42,315
(3) ECMADSs (1)/(2) 77,757
(4) MSA Calculation

(a) Relocated Cases 221

(b) Case mix Index 3.4209

(c) Relocated CMADs 756.0

(d) MSA ((2)x(4)(c) x50%) (000’s) 15,995.1
(5) Aggregate Charges with MSA (000's) (1)-(4(d)) $3,274,291.9
(6) ECMADs with MSA Adj ((3)- (4(c)) 77,001
(7) Adj Charge per ECMAD ((5)/(6)) $42,522
(8) % Changein Cost per ECMAD ((7)/ (2) -1) 0.50%

Sources:
(2) HSCRC Discharge Abstracts

Chart 44 sets forth the projected increase in the costs per ECMAD of the WHC showing the
projected increase to be 0.50%.

Chart 44 includes on line 2 the estimated charges per CMAD at the WHC. These estimated
charges per CMAD were derived by determining the average WHC charge per case for the
AAMC cardiac surgery mix of cases ($144,757) and by dividing this amount by the AAMC
cardiac surgery case mix (3.4209):

$42,315 - $144,757/3.4209

The case mix measures used in the calculation of the CMADSs of the MSA are based on APR
DRGS and the related weights. However, the WHC claims data does not include the
classification of inpatient cases by APR DRG. Therefore, WHCs estimated charge per CMAD
(line 2) was developed by Berkeley Research Group (BRG) based on weights assigned to each
cardiac surgery case that were consistent with the APR DRG weights.

The remaining cal culations on Chart 44 follow the MSA methodology that has previously been
applied to JHH and University of Maryland hospitals.
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Summary

The AAMC cardiac surgery program will not have a significant impact on the costs or charges
per case of JHH, the University of Maryland Medical Center, or the WHC. These results would
appear to depend on involved statistics such as ECMADs and related APR DRGs and APR DRG
weights. However, the genera conclusion that the AAMC cardiac surgery program will not have
significant financial impact on the three hospitals is obvious when one considers the proportion
of each hospital’stotal services that are expected to be relocated to AAMC. The highest such
proportion is at the WHC, whose 221 cases and 756 CMADs account for 0.97% (756 / 77,757)
of the hospital’ stotal services (77,757 ECMADS).

Such asmall change in a hospital’ s volume of service cannot result in asignificant change in
either its charges or costs and, therefore, the general conclusions derived from the applications of
the MSAs, first to JHH and the University of Maryland Medical Center and second to the WHC,
that the AAMC program will not have a significant impact on the charges or costs of these
hospitalsis obvious.

CONCLUSION

Anne Arundel Medical Center, Inc. hereby requests that the Maryland Health Care
Commission grant a certificate of need for Anne Arundel Medical Center to establish a cardiac
surgery program.
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