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States’ Certificate of Need application to add one operating room to the ambulatory
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Montgomery County, Maryland.

A Letter of Intent was filed with the Maryland Health Care Commission (MHCC) on
November 4, 2016. Thank you for your favorable consideration of this application

Singerel

Jos/eph T. Butz, Esq.
Chief Operations Officer & Vice President Delivery Operations

2101 East Jefferson Street
Rockville, MO 20852
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INSTRUCTIONS: GENERIC APPLICATION FOR CERTIFICATE OF NEED (CON)

Note: Specific CON application forms exist for hospital, comprehensive care facility, home health,
and hospice projects. This form is to be used for any other services requiring a CON.

ALL APPLICATIONS MUST FOLLOW THE FORMATTING REQUIREMENTS DESCRIBED
IMMEDIATELY BELOW. NOT FOLLOWING THESE FORMATTING INSTRUCTIONS WILL
RESULT IN THE APPLICATION BEING RETURNED.

Required Format:

Table of Contents. The application must include a Table of Contents referencing the location of
application materials. Each section in the hard copy submission should be separated with
tabbed dividers. Any exhibits, attachments, etc. should be similarly tabbed, and pages within
each should be numbered independently and consecutively. The Table of Contents must
include:

* Responses to PARTS |, I, lll, and IV of the this application form

*» Responses to PART IV must include responses to the standards in the State
Health Plan chapter that apply to the project being proposed..
o All Applicants must respond to the Review Criteria listed at 10.24.01.08G(3)(b)
through 10.24.01.08G(3)(f) as detailed in the application form.

» Identification of each Attachment, Exhibit, or Supplement

Application pages must be consecutively numbered at the bottom of each page. Exhibits
attached to subsequent correspondence during the completeness review process shall use a
consecutive numbering scheme, continuing the sequencing from the original application. (For
example, if the last exhibit in the application is Exhibit 5, any exhibits used in subsequent
responses should begin with Exhibit 6. However, a replacement exhibit that merely replaces an



exhibit to the application should have the same number as the exhibit it is replacing, noted as a
replacement.

SUBMISSION FORMATS:

We require submission of application materials and the applicant’s responses to completeness
questions in three forms: hard copy; searchable PDF; and in Microsoft Word.

» Hard copy: Applicants must submit six (6) hard copies of the application to:
Ruby Potter
Health Facilities Coordinator
Maryland Health Care Commission
4160 Patterson Avenue
Baltimore, Maryland 21215

» PDF: Applicants must also submit searchable PDF files of the application, supplements,
attachments, and exhibits.™ All subsequent correspondence should also be submitted

both by paper copy and as searchable PDFs.

* Microsoft Word: Responses to the questions in the application and the applicant's
responses to completeness questions should also be electronically submitted in Word.
Applicants are strongly encouraged to submit any spreadsheets or other files used to
create the original tables (the native format). This will expedite the review process.

Applicants are strongly encouraged to submit any spreadsheets or other files used to create the
original tables (the native format). This will expedite the review process.

PDFs and spreadsheets should be submitted to ruby.potter@maryland.gov and
kevin.mcdonald@maryland.qgov.

Note that there are certain actions that may be taken regarding either a health care
facility or an entity that does not meet the definition of a health care facility where CON
review and approval are not required. Most such instances are found in the
Commission’s procedural regulations at COMAR 10.24.01.03, .04, and .05. Instances
listed in those regulations require the submission of specified information to the
Commission and may require approval by the full Commission. Contact CON staff at
(410) 764-3276 for more information.

A pre-application conference will be scheduled by Commission Staff to cover this and other topics.
Applicants are encouraged to confact Staff with any questions regarding an application.

* PDFs may be created by saving the original document directly to PDF on a compuler or by using advanced scanning technology
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PART | - PROJECT IDENTIFICATION AND GENERAL INFORMATION

1. FACILITY

Name of Facility: Kaiser Permanente Gaithershurg Medical
Center

Address:

655 Watkins Mill Road  Gaithersburg 20879 Montgomery
Street City Zip County

2. Name of Owner Kaiser Foundation Health Plan Of The Mid-Atlantic States, Inc.
(Exhibit 1 shows the Kaiser Permanente Organization Chart)

If Owner is a Corporation, Partnership, or Limited Liability Company, attach a description of
the ownership structure identifying all individuals that have or will have at least a 5%
ownership share in the applicant and any related parent entities. Attach a chart that
completely delineates this ownership structure.

3. APPLICANT. If the application has a co-applicant, provide the following information in
an aftachment.

Legal Name of Project Applicant (Licensee or Proposed Licensee):

Kaiser Foundation Health

Plan Of The Mid-Atlantic

States, Inc

Address:

2101 E. Jefferson Street | Rockville 20852 MD Montgomery
Street City Zip State | County
Telephone: 301-816-6440

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

Kaiser Foundation Health Plan Of The Mid-Atlantic States, Inc.




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

X

State & Date of Incorporation
ashington, DC, October 9|
1980

0 0

C. Partnership

General

Limited

Limited Liability Partnership
Limited Liability Limited
Partnership

Other (Specify):

Limited Liability Company
E. Other (Specify):

O O 0O0od

o

To be formed:
Existing:

X0O

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

A. Lead or primary contact:
Name and Title: Peter Mbugua, Senior Planning Consultant

Company Name Kaiser Foundation Health Plan of the Mid-Atlantic States

Mailing Address:

Delivery System Planning Rockyville 20852 MD
2101 E. Jefferson Street
Street City Zip State

Telepheone: 301.816.6461

E-mail Address {required): peter.mbugua@kp.org



Fax: 301-816-7119

Iif company name
is different than
applicant briefly
describe the
relationship

B. Additional or alternate contact:

Name and Title; Kristin Bear, Senior Counsel

Company Name  Kaiser Foundation Health Plan of the Mid-Atlantic States

Mailing Address:
Provider Operations Practice Group | Legal Department

2101 E. Jefferson Street 7' Floor Rockville 20852 MD
Street City Zip State
Telephone: (301) 816-6640
E-mail Address (required): Kristin.Bear@kp.org
Fax: 301-816-7275

If company name

is different than

applicant briefly

describe the

relationship
C. Additional or alternate contact:
Name and Title:  Michael Rogers, Executive Director, Strategic Planning &

Consulting Services

Company Name Kaiser Foundation Health Plan of the Mid-Atlantic States
Mailing Address:
2101 E. Jefferson Street 7'h Floor Rockville 20852 MD
Street City Zip State

Telephone: (301) 816-6622
E-mail Address {required): michael.c.rogers@kp.org

Fax: 301-816-7119

If company name
is different than
applicant briefly
describe the
relationship




D. Additional or alternate contact:

Name and Title:

Company Name
Mailing Address:

5612 Thicket Lane

Andrew L. Solberg

A.L.S. Healthcare Consultant Services

Columbia

21044 WMD

Street

City

Telephone: 410-730-2662
E-mail Address (required): asolberg@earthlink.net

Fax: 410-730-6775

If company name

is different than
applicant briefly
describe the
relationship

CON Consultant

Zip

State

7. TYPE OF PROJECT

The following list includes all project categories that require a CON pursuant to

COMAR 10.24.01.02(A). Please mark all that apply in the list below.

If approved, this CON would result in {check as many as apply):

(1)
(2)
3)
(4)

(5)

A new health care facility built, developed, or established
An existing health care facility moved to another site
A change in the bed capacity of a health care facility

A change in the type or scope of any health care service offered

by a health care facility

A health care facility making a capital expenditure that exceeds the

current threshold for capital expenditures found at:

http:/imhce.maryland.qovimhec/pagesihefsihcts_con/documentsicon capital threshold 20140301 pdf

8. PROJECT DESCRIPTION

X000

0

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

is to convey to the reader a holistic understanding of the proposed project: what it is,
why you need 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 - the total cost of implementing the proposed project

| Addition of one OR to an existing two OR ASF




B. Comprehensive Project Description: The description should include details
regarding:
(1) Construction, renovation, and demolition plans
(2) Changes in square footage of departments and units
(3) Physical plant or location changes
(4) Changes to affected services following completion of the project
(5) Outline the project schedule.

J ]

Project Description

Kaiser Permanente in the Mid-Atlantic States Region, “Kaiser Permanente” (a trade
name) comprises Kaiser Foundation Health Plan of the Mid-Atlantic States, Inc. (KFHP)
and the Mid-Atlantic Permanente Medical Group (MAPMG). KFHP is a non-profit
corporation whose sole member is Kaiser Foundation Health Plan, Inc., and was formed
on or about October 9, 1980. KFHP is licensed by the States of Maryland and Virginia
and the District of Columbia and provides prepaid health care services, which include
health insurance to approximately 660,000 Kaiser Permanente members. KFHP
contracts with the Mid-Atlantic Permanente Medical Group (MAPMG), a multi-specialty
group practice and local community hospitals to provide or arrange hospital and medical
services for its members.

Expansion of the ambulatory surgery access represents an integral component of
Kaiser's continuum of services to its members in addition to supporting expected
membership growth in the region. Kaiser currently operates five existing facilities
offering ambulatory medical care in Montgomery County. Two of these facilities,
Gaithersburg and Kensington, are multi-specialty facilities with an ambulatory surgery
center (ASC) at each site. :

Kaiser purchased an existing 200,000 square foot six story medical office building in
Gaithersburg in order to establish a larger, more comprehensive and highly integrated
care model. The new medica! center includes outpatient imaging, laboratory, therapy,
pharmacy, Kaiser primary and specialty physician offices, urgent care and observation
service, medical IT facilities, administrative space, and public use space. In 2009,
Kaiser received CON approval to include an ASC with two ORs. In that CON
application, Kaiser stated that the new ASC would also include shell space for one
additional OR.

This application is to build out the shell space for the third OR. The growth in regional
membership that Kaiser has experienced over the years has also translated into growth
in procedures performed in Kaiser's ASCs. Figure 1 below shows the distribution of
procedures by specialty, and this distribution is not expected to change with the addition
of a third OR at Kaiser's Gaithersburg ASC.



Figure 1.

GAITHERSBURG ASC PROCEDURES BY SERVICE - 2014 - 2016 JULY YTD

Specialty 2014 2015 2016 JULY YTD

Count | Percentage | Count | Percentage | Count | Percentage
General Surgery 1232 31% 1275 22% 1007 26%
Gynecology 437 11% 935 16% 538 14%
Head and Neck 456 12% 762 13% 427 11%
Interventional Pain Management 7 0% 0 0% 0 0%
Obstetrics 5 0% 2 0% 0 0%
Orthopedics 836 21% 1391 23% 1002 25%
Plastics 450 11% 314 5% 162 4%
Paodiatry 127 3% 206 5% 178 5%
Urology 410 10% 948 16% 634 16%
Total 3960 5923 3948

Kaiser Permanente’s Gaithersburg Medical Center (“GMC") includes all the functional
areas required to ensure each patient has been properly evaluated prior to the surgical
procedure, has their surgery safely completed by the surgeon, and receives the
appropriate level of post-surgical care. The addition of an OR will not require expansion
to any of the following support areas.

Reception/Lounge: Patient check in and family waiting area

Preoperative and Postoperative Area: Preparation for surgery, interviews with
RN, Surgeon and Anesthesiologist administration of preoperative medications.
Postoperative area for recovery and observation until stable for discharge. The
ASC includes 13 bays that can be used for either pre or post-op cases.

Central Sterile Processing: decontamination and sterilization of instruments

Equipment Storage: for highly specialized medical equipment in the ever-
advancing realm of outpatient surgery

Staff Lounge/Locker Rooms: Dedicated area for staff to take breaks and change
into scrubs

Administrative Spaces: Offices and administrative space for management and
operations

Construction activities within an operational surgical suite must take special precautions
to ensure safety and to eliminate disruption to critical patient care and treatment. A
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construction plan has been established that specifically identifies the hours for
construction activities that have been assumed for cost estimating purposes. Due to
current workload the facility will not be able to reduce hours of operation for
construction. Workers will arrive on-site at 8:00 PM each weekday evening and be
allowed to set-up for 30 minutes. Actual work is not to start until 8:30 PM. Weekend
work will occur 8:00 PM Friday to 3:00 AM Monday. The PACU will be completely empty
of cases by 8:30 PM and patients arrive at 6:00 AM for their procedure.

9. Current Capacity and Proposed Changes:

Currently Units to be Total Units if
Unit Description Licensed/ Added or Project is
Service Certified Reduced Approved
ICF-MR Beds !
ICF-C/D Beds I
Residential Treatment | Beds Y S
Ambulatory Surgery Operating Rooms | 2 1
Procedure Rooms | 0 0
Home Health Agency | Counties Y
Hospice Program Counties I S
Other (Specify)
TOTAL 2 1 3

10. Identify any community based services that are or will be offered at the facility and explain
how each one will be affected by the project.

Applicant Response:
This requirement is not applicable to this project.

11. REQUIRED APPROVALS AND SITE CONTROL

A Site size: ___7___ acres

B. Have all necessary State and local land use and environmental approvals,
including zoning and site plan, for the project as proposed been obtained?
YES_ v NO (If NO, describe below the current status and timetable

for receiving each of the necessary approvals.)

| |

11



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

(1)

(2)

(3)

(4)

()

Owned by:  Kaiser Foundation Health Plan of the Mid-Atlantic States

Options to purchase held
by:
Please provide a copy of the purchase option as an attachment.

Land Lease held by:
Please provide a copy of the land lease as an attachment.

Option to lease held by:

Please provide a copy of the option to lease as an attachment.

Other:
Explain and provide legal documents as an attachment.

12



12. PROJECT SCHEDULE

(INSTRUCTION: IN COMPLETING THE APPLICABLE OF ITEMS 10, 11 or 12, PLEASE
CONSULT THE PERFORMANCE REQUIREMENT TARGET DATES SET FORTH IN
COMMISSION REGULATIONS, COMAR 10.24.01.12)

For new construction or renovation projects.

Project Implementation Target Dates

A. Obligation of Capital Expenditure ____1___ months from approval date.

B. Beginning Construction 2 months from capital obligation.
C. Pre-Licensure/First Use 7 months from capital obligation.
D. Full Utilization 12 months from first use.

For projects not involving construction or renovations.

Project Implementation Target Dates

A. Obligation or expenditure of 51% of Capital Expenditure months from
CON approval date.

B. Pre-Licensure/First Use months from capital obligation.

C. Full Utilization months from first use.

For projects not involving capital expenditures.
Project Implementation Target Dates

A. Obligation or expenditure of 51% Project Budget months from CON
approval date.

B. Pre-Licensure/First Use months from CON approval.

C. Full Utilization months from first use.

13. PROJECT DRAWINGS

Projects involving new construction and/or renovations should include scalable schematic
drawings of the facility at least a 1/16" scale. Drawings should be completely legible and
include dates.

These drawings should include the following before (existing) and after (proposed), as
applicable:

A. Floor plans for each floor affected with all rooms labeled by purpose or function,
number of beds, location of bath rooms, 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”.

B. For projects involving new construction and/or site work a Plot Plan, showing the
"footprint” and location of the facility before and after the project.

C. Specify dimensions and square footage of patient rooms.

Applicant Response:
Please see Exhibit 2.

13



14. FEATURES OF PROJECT CONSTRUCTION

A. If the project involves new construction or renovation, complete Tables C and D of
the Hospital CON Application Package.

B. Discuss the availability and adequacy of utilities (water, electricity, sewage, natural
gas, etc.) for the proposed project and identify the provider of each utility. Specify the
steps that will be necessary to obtain utilities.

| All utilities are available on site |

PART Il - PROJECT BUDGET

Complete Table E of the Hospital CON Application Package

Note: Applicant should include a list of all assumptions and specify what is included in each
budget line, as well as the source of cost estimates and the manner in which all cost estimates
are derived. Explain how the budgeted amount for contingencies was determined and why the
amount budgeted is adequate for the project given the nature of the project and the current
stage of design (i.e., schematic, working drawings, etc.).

Applicant Response:

Table E is shown in Exhibit 11.

14



PART Il - 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
and its implementation.

Joseph T. Butz, Chief Operations Officer & Vice President, Delivery System
Operations, 2101 E. Jefferson St., Rockville, MD 20852

2. Are the applicant, owners, or the responsible persons listed in response to Part 1, questions
2, 3, 4, 7, and 9 above now involved, or have they ever been invelved, in the ownership,
development, or management of another health care facility? If yes, provide a listing of
these facilities, including facility name, address, and dates of involvement.

Sentara Healthcare, 6015 Poplar Hall Drive, Norfolk, VA 20502 {(April 2008 — Feb 2015)

3. Has the Maryland license or certification of the applicant facility, or any of the facilities listed
in response to Question 2, above, been suspended or revoked, or been subject to any
disciplinary action (such as a ban on admissions) in the last 5 years? If yes, provide a
written explanation of the circumstances, including the date(s) of the actions and the
disposition. If the applicant, owners or individuais responsible for implementation of the
Project were not involved with the facility at the time a suspension, revocation, or disciplinary
action took place, indicate in the explanation.

NO

4. Other than the licensure or certification actions described in the response to Question 3,
above, has any facility with which any applicant is involved, or has any facility with which
any applicant has in the past been involved (listed in response to Question 2, above)
received inquiries in last from 10 years from any federal or state authority, the Joint
Commission, or other regulatory body regarding possible non-compliance with any state,
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 penalties,
admission bans, probationary status, or other sanctions at the applicant facility or at any
facility listed in response to Question 2?7 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.

NO

5. Have the applicant, owners or responsible individuals listed in response to Part 1, questions
2,3, 4,7, and 9, above, ever pled guilty to or been convicted of a criminal 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, above? If yes, provide a
written 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).

NO

15



One or more persons shall be officially authorized in writing by the applicant to sign for and act
for the applicant for the project which is the subject of this application. Copies of this
authorization shall be attached to the application. The undersigned is the owner(s), or Board-
designated official of the proposed or existing facility.

F

| hereby declare and affirm under the penailties of perjury that the facts-stated |;D| this application

and its attachments are true and correct to the best of my knowﬁl:_edge. information and belief.
12/29/2016

Date Signature of Owner oggggidésignated Official
Chief Operations Offi Vice President,

Delivery System Operations
Position/Title
Joseph T. Butz

Printed Name

16



PART IV - CONSISTENCY WITH GENERAL REVIEW CRITERIA AT COMAR
10.24.01.08G(3);

INSTRUCTION: Each applicant must respond to all criteria included in COMAR
0.24.01.08G(3), listed below.

An application for a Certificate of Need shall be evaluated according to all relevant State
Health Plan standards and other review criteria.

If a particular standard or criteria is covered in the response to a previous standard or criteria, the
applicant may cite the specific location of those discussions in order to avoid duplication. When
doing so, the applicant should ensure that the previous material directly pertains to the
requirement and to the directions included in this application form. Incomplete responses to any
requirement will result in an information request from Commission Staff to ensure adequacy of
the response, which will prolong the application’s review period.

10.24.01.08G(3)(a). The State Health Plan.

Every applicant must address each applicable standard in the chapter of the State Health Plan
for Facilities and Services?. Commission staff can help guide applicants to the chapter(s) that
applies to a particular proposal.

Please provide a direct, concise response explaining the project's consistency with each
standard. Some standards require specific documentation (e.g., policies, certifications)
which should be included within the application as an exhibit.

COMAR 10.24.11. GENERAL SURGICAL SERVICES
:05A. GENERAL STANDARDS.

' Standard .05(A)(1) - Information Regarding Charges.

Information regarding charges for surgical services shall be available to the public.
A hospital or an ambulatory surgical facility shall provide to the public, upon
inquiry or as required by applicable regulations or law, information concerning
charges for the full range of surgical services provided.

Applicant Response:

Gaithersburg Medical Center (“GMC") provides to the public information on the range
and types of services provided. However, Kaiser is an HMO, serving primarily Kaiser
members and consequently, there are no charges to most patients, other than HMO co-
payments (which are typically fixed fees) and deductibles, as the cost of their care
(including surgery) is covered by members' health plan premiums. The expenses at
GMC will be covered completely by KFHP and will be funded from Kaiser's health plan
revenue. Unlike non-HMO facilities GMC will not directly bill members or insurance

2 [1] Copies of all applicable State Health Plan chapters are available from the Commission and are available on the Commission’s
web site here:http://mhge.ma .govim sh
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companies for services rendered (this excludes Medicare). Any bills for services would
come from Kaiser and not GMC itself, and Kaiser would coliect any revenues from GMC

services,

Standard .05(A)(2) — Charity Care Policy.

(a) Each hospital and ambulatory surgical facility shall have a written policy
for the provision of charity care that ensures access to services regardless
of an individual's ability to pay and shall provide ambulatory surgical
services on a charitable basis to qualified indigent persons consistent with
this policy. The policy shall have the following provisions:

(i)

(i)

(iii)

Determination of Eligibility for Charity Care. Within two business days
following a patient's request for charity care services, application for
medical assistance, or both, the facility shall make a determination of
probable eligibility.

Notice of Charity Care Policy. Public notice and information regarding
the facility's charity care policy shall be disseminated, on an annual
basis, through methods designed to best reach the facility’s service
area population and in a format understandable by the service area
population. Notices regarding the surgical facility's charity care
policy shall be posted in the registration area and business office of
the facility. Prior to a patient's arrival for surgery, facilities should
address any financial concerns of patients, and individual notice
regarding the facility's charity care policy shall be provided.

Criteria for Eligibility. Hospitals shall comply with applicable State
statutes and HSCRC regulations regarding financial assistance
policies and charity care eligibility. ASCs, at a minimum, must include
the following eligibility criteria in charity care policies. Persons with
family income below 100 percent of the current federal poverty
guideline who have no health insurance coverage and are not eligible
for any public program providing coverage for medical expenses shall
be eligible for services free of charge. At a minimum, persons with
family income above 100 percent of the federal poverty guideline but
below 200 percent of the federal poverty guideline shall be eligible for
services at a discounted charge, based on a sliding scale of discounts
for family income bands. A health maintenance organization, acting
as both the insurer and provider of health care services for members,
shall have a financial assistance policy for its members that is
consistent with the minimum eligibility criteria for charity care
required of ASCs described in these regulations.

(b) A hospital with a level of charity care, defined as the percentage of total
operating expenses that falls within the bottom quartile of all hospitals, as

18



(c)

reported in the most recent Health Service Cost Review Commission
Community Benefit Report, shall demonstrate that its level of charity care
is appropriate to the needs of its service area population.

A proposal to establish or expand an ASC for which third party
reimbursement is available, shall commit to provide charitable surgical
services to indigent patients that are equivalent to at least the average
amount of charity care provided by ASCs in the most recent year reported,
measured as a percentage of total operating expenses. The applicant shall
demonstrate that:

(i) Its track record in the provision of charitable health care facility

services supports the credibility of its commitment; and

(i} It has a specific plan for achieving the level of charitable care

provision to which it is committed.

(iiiy  If an existing ASC has not met the expected level of charity care for

the two most recent years reported to MHCC, the applicant shall
demonstrate that the historic level of charity care was appropriate to
the needs of the service area population.

(d) A health maintenance organization, acting as both the insurer and provider

of health care services for members, if applying for a Certificate of Need
for a surgical facility project, shall commit to provide charitable services to
indigent patients. Charitable services may be surgical or nonsurgical and
may include charitable programs that subsidize health plan coverage. At a
minimum, the amount of charitable services provided as a percentage of
total operating expenses for the health maintenance organization will be
equivalent to the average amount of charity care provided statewide by
ASCs, measured as a percentage of total ASC expenses, in the most recent
year reported. The applicant shall demonstrate that:

(i) Its track record in the provision of charitable health care facility

services supports the credibility of its commitment; and

(ii) It has a specific plan for achieving the level of charitable care

provision to which it is committed.

If the health maintenance organization's track record is not consistent with the
expected level for the population in the proposed service area, the applicant shall
demonstrate that the historic level of charity care was appropriate to the needs of
the population in the proposed service area.

Applicant Response:
Kaiser Foundation Health Plan of the Mid-Atlantic States Inc.(KFHP) is a non-profit
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health plan focusing on pre-paid comprehensive health care coverage. It has an
exclusive single contract with the Permanente Medical Group to provide or arrange for
medical care services to Kaiser Permanente (KP) members, and KP Ambulatory
Surgery Centers (ASC) will be staffed exclusively by physicians from this medical group.
KP's facilities exist primarily to serve KP members and are required to meet regulatory
access requirements for those members.

KP provides charitable care and coverage as part of its non-profit mission to improve
health in the communities we serve. KP's charitable health programs differ from those of
freestanding ASCs in that its programs focus on providing financial assistance to reduce
barriers to care and coverage and care programs, rather than to secure a particular or
limited medical services. KP works with community organizations and local
governments to do outreach and enroll low income vulnerable individuals, families and
children in Kaiser's charitable health programs providing health plan care and coverage
to uninsured populations that have no access to any other public or private care and
coverage available. Individuals receiving charitable care from a KP ASC would primarily
be existing participants in one of Kaiser’s charitable health programs, or members in
need of assistance with co-payments and cost shares, rather than non-members
applying at a KP ASC for financial assistance with surgical procedures.

KP's charitable health programs include the Charitable Health Access Program (CHAP),
the Medical Care for Children Partnership (MCCP) Programs and the Medical Financial
Assistance (MFA) Program which provides a financial award to offset copays and cost-
shares to remove the financial barrier to care for the indigent (including members and
non-members).

Charitable Health Access Program (CHAP)

KP collaborates with local governments and community based not-for-profit
organizations to provide health care and coverage for uninsured families in need. CHAP
helps those who do not qualify for any public or private care and coverage plans either
commercially or through the ACA and are below 300% FPL. CHAP members receive a
100% subsidized premium and an MFA Award to help reduce the copays and cost-
shares of the off-exchange Gold Medal Plan. The program offers up to 24 months of
comprehensive coverage to qualified families. Once enrolled, members have access to
primary, specialty, and preventive care, in-patient care, health education classes and all
services provided within the KP integrated delivery system. After 24 months,
recertification may be an option to remain in the program. KP enrolls members through
community partners in Anne Arundel County, Baltimore City, Baltimore County,
Frederick County, Howard County, Montgomery County and Prince George’s County in
Maryland. In 2015, Kaiser invested $23,938,952 in CHAP.

Medical Care for Children Partnership (MCCP)

KP partners with local governments, hospitals and/or nonprofit community groups who
help us identify uninsured children who are ineligible for public or private health care
programs and are below 300% FPL. Once enrolled in the program, children receive free
primary care and all services available within the KP integrated delivery system. Over
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3,400 children in the Mid-Atlantic Region were able to rely upon Kaiser Permanente as
their medical home as of August 2016, giving Kaiser's communities' most vulnerable
members access to quality medical care. In 2015, Kaiser spent $4,768,380 in
charitable care expenditures for this program in Maryland. Kaiser currently participates
in partnerships in Montgomery County and Prince George's County in Maryland.

Medical Financial Assistance

The Medical Financial Assistance (MFA) Program is an income eligibility based financial
assistance program to provide a defined amount of financial assistance to be used for
health care services within Kaiser medical offices. Patients who cannot afford out-of-
pocket costs of health care services may apply to this financial assistance program for
free or reduced medical care services at Kaiser clinics, based on financial eligibility
criteria. The MFA Program is open to Kaiser members who need assistance with co-
payments for services, as well as to non-members seeking care from Kaiser medical
offices. Copies of Kaiser's MFA policies are attached as Exhibit 3. Kaiser posts
information about its MFA Program on its website, kp.org. A copy of the web site
information brochure is attached as Exhibit 4. An application for MFA also appears on
Kaiser's web site. In addition, Kaiser displays posters and brochures in its medical
offices regarding the availability of the MFA Program. Determination of probable
eligibility is made within two business days.

Charity Care vs. Operating Expenses

In 2015, the total operating expenses for Kaiser Permanente Mid-Atlantic Region were
$3,076,877,324. As outlined above, two of Kaiser's charitable programs (CHAP and
MCCP) totaled $28,707,332 in 2015. This represents 0.9% of total operating expenses,
exceeding the required threshold of 0.46% set by MHCC.

Standard .05(A){3) — Quality of Care.
A facility providing surgical services shall provide high quality care.
(a) An existing hospital or ambulatory surgical facility shall document that it
is licensed, in good standing, by the Maryland Department of Health and
Mental Hygiene.
(b) A hospital shall document that it is accredited by the Joint Commission.

(c) An existing ambulatory surgical facility shall document that it is:

(i) In compliance with the conditions of participation of the Medicare and
Medicaid programs; and

(i)  Accredited by the Joint Commission, the Accreditation Association
for Ambulatory Health Care, the American Association for
Accreditation of Ambulatory Surgery Facilities, or another
accreditation agency recognized by the Centers for Medicare and
Medicaid as acceptable for obtaining Medicare certification.
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(d) A person proposing the development of an ambulatory surgical facility
shall demonstrate that the proposed facility will:

(i) Meet or exceed the minimum requirements for licensure in Maryland
in the areas of administration, personnel, surgical services provision,
anesthesia services provision, emergency services, hospitalization,
pharmaceutical services, laboratory and radiologic services, medical
records, and physical environment.

Obtain accreditation by the Joint Commission, the Accreditation Association for
Ambulatory Health Care, or the American Association for Accreditation of
Ambulatory Surgery Facilities within two years of initiating service at the facility
or voluntarily suspend operation of the facility.

Applicant Response:

GMC is in compliance with the conditions of participation of the Medicare/Medicaid
programs. GMC is accredited by the Accreditation Association for Ambulatory Health
Care, Inc. and is also licensed and in good standing by the Maryland Department of
Health and Mental Hygiene. Evidence of compliance and licensure are provided in
Exhibit 5.

Standard .05(A)(4) - Transfer Agreements.

(a) Each ASC and hospital shall have written transfer and referral agreements
with hospitals capable of managing cases that exceed the capabilities of
the ASC or hospital.

(b) Written transfer agreements between hospitals shall comply with the
Department of Health and Mental Hygiene regulations implementing the
requirements of Health-General Article §19-308.2.

Each ASC shall have procedures for emergency transfer to a hospital that meet or
exceed the minimum requirements in COMAR 10.05.05.09.

Applicant Response:

GMC has a patient transfer agreement with Adventist HealthCare Shady Grove Medical Center,
formerly known as Shady Grove Adventist Hospital. A copy of this agreement is provided in
Exhibit 6.
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COMAR 10.24.11. GENERAL SURGICAL SERVICES
.05B. Project Review Standards.

Standard .05(B)(1) — Service Area.

An applicant proposing to establish a new hospital providing surgical services or
a new ambulatory surgical facility shall identify its projected service area. An
applicant proposing to expand the number of operating rooms at an existing
hospital or ambulatory surgical facility shall document its existing service area,
based on the origin of patients served.

—mra f—_— e ———

Applicant Response:

GMC's ASC service area is predominantly comprised of Montgomery County and parts
of Frederick County based on the origination of members served. The specific zip codes
are listed below in Figure 2, in addition to being depicted on the map in Figure 3.

Figure 2.
GMC Service Area Zip Codes
Zip Code City County Zip Code City County
21754 ljamsville Frederick County 20860 Sandy Spring Montgomery County
21770 Monrovia Frederick County 20861 Ashton Montgomery County
21777 | Point of Rocks|{ Frederick County 20862 Brinklow Montgomery County
21790 Tuscarora Frederick County 20871 Clarksbhurg Montgomery County
20812 Glen Echo | Montgomery County 20872 Damascus Montgomery County
20814 Bethesda | Montgomery County 20874 Germantown Montgomery County
20815 | Chevy Chase | Montgomery County 20876 Germantown Montgomery County
20816 Bethesda | Montgomery County 20877 Gaithersburg Montgomery County
20817 Bethesda | Montgomery County 20878 Gaithersburg | Montgomery County
20818 CabinJohn | Montgomery County 20879 Gaithersburg Mantgomery County
20832 Olney Montgomery County 20882 Gaithersburg Montgomery County
20833 Brookville | Montgomery County 20886 | Montgomery Village | Montgomery County
20837 Poolesville | Montgomery County 20895 Kensington Montgomery County
20838 Barnesville |Montgomery County 20896 Garrett Park Montgomery County
20839 Beallsville | Montgomery County 20901 Silver Spring Montgomery County
20841 Boyds Montgomery County 20902 Silver Spring Montgomery County
20842 Dickerson | Montgomery County 20905 Silver Spring Montgomery County
20851 Rockville | Montgomery County 20906 Silver Spring [ Montgomery County
20852 Rockville | Montgomery County 20910 Silver Spring Montgomery County
20853 Rockville | Montgomery County 20912 Takoma Park Montgomery County
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Figure 3.
Gaithersburg ASC current service area
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Standard .05B(2) — Need- Minimum Utilization for Establishment of a New or
Replacement Facility.

An applicant proposing to establish or replace a hospital or ambulatory surgical
facility shall demonstrate the need for the number of operating rooms proposed for
the facility. This need demonstration shall utilize the operating room capacity
assumptions and other guidance included in Regulation .06 of this Chapter. This
needs assessment shall demonstrate that each proposed operating room is likely
to be utilized at optimal capacity or higher levels within three years of the initiation
of surgical services at the proposed facility.

(a) An applicant proposing the establishment or replacement of a hospital
shall submit a needs assessment that includes the following:

(i) Historic trends in the use of surgical facilities for inpatient and

outpatient surgical procedures by the new or replacement hospital's
likely service area population;
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(i)  The operating room time required for surgical cases projected at the
proposed new or replacement hospital by surgical specialty or
operating room category; and

(iii}  In the case of a replacement hospital project involving relocation to a
new site, an analysis of how surgical case volume is likely to change
as a result of changes in the surgical practitioners using the hospital.

(b) An applicant proposing the establishment of a new ambulatory surgical
facility shall submit a needs assessment that includes the following:

(i) Historic trends in the use of surgical facilities for outpatient surgical
procedures by the proposed facility's likely service area population;

(ii)  The operating room time required for surgical cases projected at the
proposed facility by surgical specialty or, if approved by Commission
staff, another set of categories; and

Documentation of the current surgical caseload of each physician likely to
perform surgery at the proposed facility.

Applicant Response:
This standard does not apply to this project.

Standard .05B(3) — Need - Minimum Utilization for Expansion of An Existing
Facility.

An applicant proposing to expand the number of operating rooms at an existing
hospital or ambulatory surgical facility shall:

(a) Demonstrate the need for each proposed additional operating room,
utilizing the operating room capacity assumptions and other guidance
included at Regulation .06 of this Chapter;

(b) Demonstrate that its existing operating rooms were utilized at optimal
capacity in the most recent 12-month period for which data has been
reported to the Health Services Cost Review Commission or to the
Maryland Health Care Commission; and

(c) Provide a needs assessment demonstrating that each proposed operating
room is likely to be utilized at optimal capacity or higher levels within
three years of the completion of the additional operating room capacity.
The needs assessment shall include the following:

(i) Historic trends in the use of surgical facilities at the existing facility;
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(ii)  Operating room time required for surgical cases historically provided
at the facility by surgical specialty or operating room category; and
Projected cases to be performed in each proposed additional operating room.

Applicant Response:

GMC has seen robust volume growth since opening in 2012. As part of a commitment
to high quality of care, Kaiser Permanente provides a high level of integrated care in
Kaiser's facilities. This effort has internalized orthopedic fractures, kidney stones,
vaginal hysterectomy, thyroid and total joint cases which has contributed to regional
volume growth. Figure 4 shows that GMC needed 2.52 ORs to meet demand in 2015.
GMC has accommodated the excessive volumes by operating longer hours than the
MHCC (and KP) believes are optimal. OR capacity needs beyond 2015 are based on
the projected growth in members within the Gaithersburg ASC service area and
continued focused on a comprehensive, highly integrated model of care.

Figure 4.
Surgical Cases, Minutes, and OR Need
2014 - 2020
Case TAT@ 25 Total ORs
cy Cases Hours/Case Minutes Mins/Case Mins Capacity/OR Needed
Actual 2014 1,845 1.43 198,301 46,125 204,426 97,920 2.09
Actual 2015 2,228 1.43 191,162 55,700 246,862 97,920 252
Projected 2016 2,378 1.41 195,472 59,450 254,922 97,920 2.60
Projected 2017 2,567 1.37 211,007 64,175 275,182 97,920 2.81
Projected 2018 2,707 1.37 222515 67,675 290,190 97,920 2.96
Projected 2018 2,808 1.37 230,818 70,200 301,018 97,920 3.07
Projected 2020 2,934 1.37 241,175 73,350 314,525 97,920 3.21

Standard .05B(4) — Design Requirements.

Floor plans submitted by an applicant must be consistent with the current FG!
Guidelines.

(a) A hospital shall meet the requirements in Section 2.2 of the FGI Guidelines.

(b) An ASC shall meet the requirements in Section 3.7 of the FGI Guidelines.
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(c) Design features of a hospital or ASC that are at variance with the current
FGI Guidelines shall be justified. The Commission may consider the
opinion of staff at the Facility Guidelines Institute, which publishes the FGI
Guidelines, to help determine whether the proposed variance is
acceptable.

Applicant Response:

The third OR at GMC will be designed in compliance with Section 3.7 of the 2010 FGI
Guidelines for Design and Construction of Healthcare Facilities currently enforced by
the State of Maryland. Exhibit 7 is a letter from Adrian Hagerty of ARRAY Architects, the
architectural firm commissioned for this project, confirming the proposed facility's
compliance with Section 3.7 of the FGI Guidelines.

Standard .05B(5) — Support Services.

Each applicant shall agree to provide as needed, either directly or through
contractual agreements, laboratory, radiology, and pathology services.

Applicant Response:

Laboratory and radiology services are provided by Kaiser on site, as there are imaging
and laboratory services located within in the facility. Pathology services is also provided
by Kaiser. Kaiser Mid-Atlantic operates a regionally centralized pathology service,
located in Rockville.

Standard .05B(6) — Patient Safety.

The design of surgical facilities or changes to existing surgical facilities shall
include features that enhance and improve patient safety. An applicant shall:

(a) Document the manner in which the planning of the project took patient
safety into account; and

(b) Provide an analysis of patient safety features included in the design of
proposed new, replacement, or renovated surgical facilities.
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Applicant Response:

Patient safety is a key consideration in this project. The increased number of ORs will
allow GMC to minimize the number of procedures performed in the late afternoons and
evenings, times of day when industry studies have documented an increase in the
incidence of medical errors. The new design of the OR will also address current patient
safety standards.
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The new OR room will be designed similarly to the existing ORs, which will leverage
training requirements and allow staff to move from one room to another with minimal
chance of confusion, thus improving patient safety.

Architectural features to promote patient safety in the OR are consistent with FGI
Guidelines for Design and Construction of Healthcare Facilities and the Maryland
Building Code. The proposed project will be built in strict accordance with those
requirements. For example, finishes of the floors, walls, etc. are specified to maintain a
sterile environment and minimize operative and post-operative infection risk. Similarly,
mechanical filtration is designed to maintain optimum levels of air quality. GMC
maintains infection control and risk assessment programs that will be incorporated
throughout the design and construction processes.

User input is being actively included in the design process through review of plans and
input on equipment and design features of the ORs. In addition to the code
requirements described above, specific consideration is being given to the lighting in
each room to identify any opportunities to minimize staff and surgeon fatigue from that
source while still maintaining the illumination levels necessary to conduct the
procedures.

As part of its commitment to high quality of care, Kaiser Permanente has made a
significant investment in developing its secure Electronic Health Record (“EHR")
system, KP HealthConnect™, to support the delivery of care to its members and to
enhance communications among the medical professionals who serve them. This EHR
system aliows Kaiser physicians to access a patient's electronic medical record at any
Kaiser center where the patient receives care. The system includes physician order
entry for laboratory and radiology tests as well as electronic prescribing capability
connected with Kaiser pharmacy systems. This system allows physicians to send
diagnostic test orders and receive test results electronically, which creates efficiencies
in obtaining rapid test results. Test results are displayed in the patient's EHR and are
available to all Kaiser treating physicians with EHR access, preventing duplicate testing
and enhancing patient safety. The EHR system performs other patient-safety functions
as well, such as automated clinical decision support for adverse drug event prevention,
drug-allergy checking, alerts when preventive health screenings are due, and
medication adherence monitoring. This system has increased efficiency, reduced
errors, and improved patient care and patient safety.

Standard .05B(7) — Construction Costs.

The cost of constructing surgical facilities shall be reasonable and consistent with
current industry cost experience.

(a) Hospital projects.
(i} The projected cost per square foot of a hospital construction or

renovation project that includes surgical facilities shall be compared
to the benchmark cost of good quality Class A hospital construction
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given in the Marshall Valuation Service® guide, updated using
Marshall Valuation Service® update multipliers, and adjusted as
shown in the Marshall Valuation Service® guide as necessary for site
terrain, number of building levels, geographic locality, and other listed
factors.

(i)  If the projected cost per square foot exceeds the Marshall Valuation
Service® benchmark cost, any rate increase proposed by the hospital
related to the capital cost of the project shall not include:

1. The amount of the projected construction cost and associated
capitalized construction cost that exceeds the Marshall
Valuation Service® benchmark; and

2, Those portions of the contingency allowance, inflation
allowance, and capitalized construction interest expenditure
that are based on the excess construction cost.

(b} Ambulatory Surgical Facilities.

(i} The projected cost per square foot of an ambulatory surgical facility
construction or renovation project shall be compared to the benchmark
cost of good quality Class A construction given in the Marshall Valuation
Service® guide, updated using Marshall Valuation Service® update
multipliers, and adjusted as shown in the Marshall Valuation Service®
guide as necessary for site terrain, number of building levels, geographic
locality, and other listed factors.

If the projected cost per square foot exceeds the Marshall Valuation Service®
benchmark cost by 15% or more, then the applicant's project shall not be
approved unless the applicant demonstrates the reasonableness of the
construction costs. Additional independent construction cost estimates or
information on the actual cost of recently constructed surgical facilities similar to
the proposed facility may be provided to support an applicant's analysis of the
reasonableness of the construction costs.

Applicant Response:

The following compares the project costs fo the Marshall Valuation Service ("MVS")
benchmark.

I. Marshall Valuation Service
Calculation

Type Outpatient Surgical Centers
Construction Quality/Class Good A/B
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Stories

Perimeter

Height of Ceiling

Square Feet

f.1 Average floor Area

A. Base Costs
Basic Structure

Elimination of HVAC cost for adjustment
HVAC Add-on for Miid Climate
HVAC Add-on for Extreme Climate

Total Base Cost

B. Additions
Elevator (if not in base)
Other
Subtotal

Total

C. Multipliers
Perimeter Multiplier
Product

Height Multiplier (plus/minus from 12")
Product

Multi-story Multiplier (0.5%/story above 3)
Product

D. Sprinklers
Sprinkler Amount
Subtotal

E. Update/Location Multipliers
Update Multiplier
Product

Location Multipier
Product

Final Square Foot Cost Benchmark

100
14.00
520
520.00

369.05
0
0
0

$369.05

$0.00
$0.00
$0.00
$369.05
1.35016
$498.28

1.046
$521.20

1.015
$529.02

$529.02
1.02
$539.60

1.07
$577.37

$577.37
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Adjustment for Renovation Only

Departmental Cost Differential Factor for ORs

Departmental Cost Differential Factor for Shell Space

Final Square Foot Cost Benchmark

Please note the “Adjustment for Renovation Only.” MVS does not have a

1.89
50%

$545.61

benchmark for conversion of shell space in a medical office building (“MOB”) into an
ambulatory surgical center. Kaiser used an approach that the MHCC Staff used in the
MHCC Decision on Massachusetts Avenue Surgery Center (Matter No. 16-15-2378)
and which Staff directed us to use at the Pre-Application Conference.

Il. Cost of Renovation

A. Base Calculations
New Construction
Fixed Equipment
Site Preparation
Architectual Fees

Capitalized Construction Interest

Permits
Subtotal

Nightime Work Cost Premium
Pre-Construction Risk Assessment (PCRA)
and interim Life Safety Measures (ILSM)

Terminal Cleaning Services

Total Cost Adjustments
Per Square Foot

C. Adjusted Project Cost
Per square foot

Actual
$600,000

In Building

$0
$120,000
$0
$49,556
$769,556

Project Costs

$45,000

$43,500
$138,000

$543,056
$1,044.34

Per Sq. Foot
$1,153.85

$0.00
$230.77
$0.00
$95.30
$1,479.92

Associated
AJ/E Fees

Total

$45,000

$43,500
$138,000

$226,500
$436

Construction activities within an operational surgical suite must take special precautions
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to ensure safety and to eliminate disruption to critical patient care and treatment. A
construction plan has been established that specifically identifies the hours for
construction activities that have been assumed for cost estimating purposes. Due to
current workload the facility will not be able to reduce hours of operation for construction.
Workers will arrive on-site at 8:00 PM each weekday evening and be allowed to set-up
for 30 minutes. Actual work is not to start until 8:30 PM. Weekend work will occur 8:00
PM Friday to 3:00 AM Monday. The PACU will be completely empty of cases by 8:30 PM
and patients arrive at 6:00 AM for their procedure. Considering the trades will take up to
30 minutes for set-up, i.e. 8:30 PM and 30 minutes to clean-up, i.e. 2:30 AM the effective
production time is six {6) hours during the week. This schedule for construction activities
represents an estimated premium in the construction cost of approximately $45,000.

Additionally, preliminary Pre-Construction Risk Assessment (PCRA) and Interim Life
Safety Measures (ILSM) have been prepared for the project. It has been recommended
by Infection Control that terminal cleaning for the entire OR suite and Central Sterile
Processing occur at the end of each day of construction. The PCRA and ILSM
construction requirements represent an estimated premium of approximately $43,500
within the construction cost.

Also included within the total project cost as a separate line item is an estimated $138,000
for terminal cleaning services. This estimate was based on quotes from cleaning services
and based on actual costs associated with a very similar project at the Kaiser Permanente
South Baltimore Medical Center. Terminal cleaning will have to be done between the
times of 3:00 AM and 6:00 AM requiring a large cleaning staff.

lll. Comparison
A. Adjusted Project Cost/Sq. Ft. $1,044.34
B. Marshall & Swift Sq. Ft. Benchmark  $545.61

Whiie the Project Costs are significantly higher than the benchmark, no patient charges
will be affected, as patients are not charged for the services at GMC. Nor will Kaiser's
premiums be raised, as they are based on keeping Kaiser competitive and larger overall
operational costs. Kaiser will simply absorb all of the project costs.

Standard .05B(8) — Financial Feasibility.

A surgical facility project shall be financially feasible. Financial projections filed as
part of an application that includes the establishment or expansion of surgical
facilities and services shall be accompanied by a statement containing each
assumption used to develop the projections.

(a) An applicant shall document that:
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(i) Utilization projections are consistent with observed historic trends in
use of the applicable service(s) by the likely service area population
of the facility;

Applicant Response:

Kaiser's response to Standard .05B(3) demonstrates that GMC's historical and projected
case volume justifies the need for the additional OR to meet service area popuiation
demand.

(i)  Revenue estimates are consistent with utilization projections and are
based on current charge levels, rates of reimbursement, contractual
adjustments and discounts, bad debt, and charity care provision, as
experienced by the applicant facility or, if a new facility, the recent
experience of similar facilities;

Applicant Response:

GMC will not charge patients for the services they obtain at GMC. Copayments and
deductibles are charged by and accrued to Kaiser Foundation Health Plan of the Mid-
Atlantic States (not GMC).

(iii)  Staffing and overall expense projections are consistent with utilization
projections and are based on current expenditure levels and
reasonably anticipated future staffing levels as experienced by the
applicant facility, or, if a new facility, the recent experience of similar
facilities; and

Applicant Response:

Staffing and expense projections are based on the utilization projections and current
staffing levels and expense levels.

(iv) The facility will generate excess revenues 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 five years of initiating
operations.

Applicant Response:

As discussed previously, GMC will not charge patients for the services that they obtain
at GMC. Copayments and deductibles are charged by and accrue to Kaiser Foundation
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Health Plan of the Mid-Atlantic States (not GMC). The expenses at GMC are entirely
subsidized by Kaiser Foundation Health Plan of the Mid-Atlantic States.

(b) A project that does not generate excess revenues over total expenses even
if utilization forecasts are achieved for the services affected by the project
may be approved upon demonstration that overall facility financial
performance will be positive and that the services will benefit the facility's
primary service area population.

Applicant Response:

Kaiser's response to Standard .05B(8)(a)(iv) demonstrates that GMC's financial
performance will be positive and services will benefit Kaiser's service area population.

Standard .05B(9) — Preference in Comparative Reviews.

In the case of a comparative review of CON applications to establish an
ambulatory surgical facility or provide surgical services, preference will be given
to a project that commits to serve a larger proportion of charity care and Medicaid
patients. Applicants’ commitment to provide charity care will be evaluated based
on their past record of providing such care and their proposed outreach
strategies for meeting their projected levels of charity care.

Applicant Response:
This standard does not apply to this project.

10.24.01.08G(3)(b). Need.

The Commission shall consider the applicable need analysis in the State Health Plan. If
no State Health Plan need analysis is applicable, the Commission shall consider whether
the applicant has demonstrated unmet needs of the population to be served, and
established that the proposed project meets those needs.

INSTRUCTIONS: 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, describes the Project's
expected service area, population size, characteristics, and projected growth. If the relevant
chapter of the State Health Plan includes a need standard or need projection methodology,
please reference/address it in your response. For applications proposing to address the need of
special population groups, please specifically identify those populations that are underserved
and describe how this Project will address their needs.

If the project involves modernization of an existing facility through renovation and/or expansion,

provide a detailed explanation of why such modernization is needed by the service area
population. Identify and discuss relevant building or life safety code issues, age of physical plant
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issues, or standard of care issues that support the need for the proposed modernization.

Please assure that all sources of information used in the need analysis are identified. List all
assumptions made in the need analysis regarding demand for services, utilization rate(s), and the
relevant population, and provide information supporting the validity of the assumptions.

Complete Tables 1 and/or 2 below, as applies.

Applicant Response:

Figure 5 below highlights the projected membership growth within the GMC's service area and
the resulting growth in case volume that must be accommodated by the Gaithersburg ASC. As
stated in Kaiser's response to Standard .05B(3) Kaiser's 2015 case volume shows the need for
2.5 ORs and that need is projected to increase.

Figure 5.
Surgical Cases and Service Area Membership
2014 - 2020
% %

Cases Membership Cases/100
cy Cases Change Members Change members
Aclual 2014 1,845 62,074 297
Actual 2015 2228  20.8% 71,235 14.8% 3.13
Projecled 2016 2,378 6.7% 81,165 13.9% 293
Projected 2017 2,567 7.9% 87,614 7.9% 2.93
Projected 2018 2,707 5.5% 92,403 5.5% 293
Projected 2019 2,808 3.7% 95,863 A.7% 2.93
Projected 2020 2,934 4.5% 100,156 4.5% 293

[INSTRUCTION: Complete Table 1 for the Entire Facility, including the proposed project,
and Table 2 for the proposed project only using the space provided on the following
pages. Only existing facility applicants should complete Table 1. All Applicants should
complete Table 2. Please indicate on the Table if the reporting period is Calendar Year
(CY) or Fiscal Year (FY)]

TABLE 1: STATISTICAL PROJECTIONS - ENTIRE FACILITY

Two Most Actual Current Projected Years
Ended Recent Year (ending with first full year at full
Years Projected utilization)

CY or FY (Circle) 20 [ 20 20 20 |20 | 20 | 20

1. Admissions

a. ICF-MR

b. RTC-Residents

Day Students
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. ICF-C/D

(2]

a

. Other (Specify)

e. TOTAL

2. Patient Days

a. ICF-MR

b. RTC-Residents

c. ICF-C/D

Q.

. Other (Specify)

e. TOTAL
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Table 1 Cont.

Two Most Actual
Ended Recent
Years

Current
Year
Projected

Projected Years
(ending with first full year at full
utilization)

CY or FY (Circle)

20 | 20

20

20___[20___ [20

[20

3

. Average Length of

Stay

. ICF-MR

. RTC-Residents

. ICF-C/D

. Other (Specify)

. TOTAL

. Occupancy Percent

age”

. ICF-MR

. RTC-Residents

. ICF-C/D

. Other (Specify)

. TOTAL

. Number of Licensed Beds*

. ICF-MR

. RTC-Residents

. ICF-C/D

. Other (Specify)

(OO | oD [t

. TOTAL

. Home Health Agencies

SN Visits

6
a.
b

. Home Health Aide

c

. Other Staff

d.

e

. Total patients

srvd.
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Table 1 Cont. Two Most Actual Current Projected Years

Ended Recent Years | Year (ending with first full year at full utilization)
Projected
CYorFY (Circle) |2014__ [2015 | 2016 2017___12018___[2019 |

7. Hospice Programs
a. SN visits

b. Social work visits

c. Other staff visits
d.

e. Total patients
srvd, I 1

8. Ambulatory Surgical Facilities

a. Number of 2 2 2 2 3 3
operating rooms
(ORs)

e Total Procedures
in ORs

ORs
« Total Surgical 158,759 | 188,228 | 195,553 | 217,423 | 236,186 252,382
Minutes in ORs**
b. Number of 0 0 0 0 0 0

Procedure Rooms !
(PRs) '

o Total Procedures
in PRs

e Total Cases in
PRs

e Total Minutes in
PRs**

1
*Number of beds and occupancy percentage should be reported on the basis of licensed beds.
**Do not include turnover time.

TABLE 2: STATISTICAL PROJECTIONS - PROPOSED PROJECT
(INSTRUCTION: All applicants should complete this table.)

Projected Years
Ending with first full year at full utilization)

CY or FY (Circle) 20 | 20 [ 20 [ 20

38



. Admissions

. ICF-MR

. RTC-Residents

Day Students

c. ICF-C/D

. Other (Specify)

e. TOTAL

. Patient Days

. ICF-MR

. Residential Treatment Ctr

. ICF-C/D

. Other (Specify)

0|0 |0 | oo (N

. TOTAL

. Average Length of Stay

. ICF-MR

. Residential Treatment Ctr

. ICF-C/D

. Other (Specify)

o | |0 o |w

. TOTAL

. Occupancy Percentage*

. ICF-MR

. Residential Treatment Ctr

. ICF-C/D

[= S > B = Y T - N

. Other (Specify)

. TOTAL

Table 2 Cont.

Projected Years
{Ending with first full year at full utilization)

CY or FY (Circle)

20 [ 20 | 20

[ 20

5

. Number of Licensed Beds

a

. ICF-MR

b

. Residential Treatment Ctr




c. ICF-C/D
d. Other (Specify)
e. TOTAL

. Home Health Agencies
. SN Visits

6
a
b. Home Health Aide
c
d

e. Total patients served

7. Hospice Programs
. SN Visits

a
b. Social work visits
¢. Other staff visits
d

. Total patients served

8. Ambulatory Surgical Facilities

a. Number of operating rooms
{ORs)

e Total Procedures in ORs

¢ Total Cases in ORs

» Total Surgical Minutes in
ORs™

b. Number of Procedure Rooms
(PRs)

e Total Procedures in PRs

e Total Cases in PRs

¢ Total Minutes in PRs**
*Do not include turnover time

10.24.01.08G(3)(c). Availability of More Cost-Effective Alternatives.

The Commission shall compare the cost effectiveness of the proposed project with the
cost effectiveness of providing the service through alternative existing facilities, or
through an alternative facility that has submitted a competitive application as partofa
comparative review.
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INSTRUCTIONS: Please describe the planning process that was used to develop the proposed
project. This should include a full explanation of the primary goals or objectives of the project or
the problem(s) being addressed by the project. It should also identify the alternative approaches
to achieving those goals or objectives or solving those problem(s) that were considered during
the project planning process, including the alternative of the services being provided by existing
facilities.

For ali alternative approaches, provide information on the level of effectiveness in goal or objective
achievement or problem resolution that each alternative would be likely to achieve and the costs
of each alternative. The cost analysis should go beyond development cost to consider life cycle
costs of project alternatives. This narrative should clearly convey the analytical findings and
reasoning that supported the project choices made. It should demonstrate why the proposed
project provides the most effective goal and objective achievement or the most effective solution
to the identified problem(s) for the leve! of cost required to implement the project, when compared
to the effectiveness and cost of alternatives including the alternative of providing the service
through aiternative existing facilities,_or through_an alternative facility that has submitted a

competitive application as part of a comparative review.

Applicant Response:
GMC considered two alternatives:

1. Do nothing
2. Add one OR

As the response to Standard .05B(3) — Need - Minimum Utilization for Expansion of An Existing
Facility demonstrates, GMC is currently operating in excess of the MHCC's (and KP's) definition
of optimal utilization. We currently have two ORs running 10 hours/day (7:30 AM to 5:30 PM).
The rooms are heavily utilized and have run past 5:30 PM on 97 occasions during 2016
providing surgical care to Kaiser's members. The over-utilization of the existing two ORs at
GMC has resulted in members, resident in Montgomery and Frederick Counties, travelling to
other Kaiser ASCs to receive care. Approximately 527 cases from Kaiser's Largo ASC were
performed on members resident in these two counties in 2016.

Kaiser’s quality goal is to ensure that members with (or suspected to have) a cancer diagnosis
receive their surgical procedure within two weeks and orthopedic fractures are repaired within
seven days of the initial injury date. By having the third OR it will allow us to maintain these
Kaiser Quality standards and prove timely access to surgery without impacting previously
scheduled elective cases.

Kaiser Permanente strives to provide a working environment that supports work/life balance.
Due to capacity constraints, surgeons are frequently asked to operate in the evening hours as
these surgeries can be unpredictable in nature. Kaiser surgeons are currently operating in the
ASC past 5:30 PM and then staying to ensure the patient has recovered and is discharged
safely. These extended hours of operation do not provide work/life balance for the surgeons or
anesthesia providers. The current operating hours require additional supervisory and support
staff (radiology, lab etc) especially when we run past Kaiser's scheduled hours. Opening the
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third OR will allow for increased flexibility in managing the daily surgical schedule. With only 2
ORs, there is minimal ability to maneuver the schedule when cases are running beyond their
scheduled time. This has a negative impact on not only patient satisfaction but also the
satisfaction of the surgeons and employees.

Doing nothing would not achieve the goal of reducing the over-utilization of the two existing
ORs. As OR volumes continue to increase, the two ORs will simply become more stressed,
operating hours will have to increase, and patient satisfaction will be negatively affected.

The original CON that established GMC (Matter No. 10-03-2303) included shell space for one
OR. Hence, adding one OR can be accomplished relatively quickly by fitting out the shell
space.

Consequently, KP chose the alternative to add one OR by fitting out the existing shell space.

10.24.01.08G(3)(d). Viability of the Proposal.

The Commission shall consider the availability of financial and nonfinancial resources,
including community support, necessary to implement the project within the time frames
set forth in the Commission's performance requirements, as well as the availability of
resources necessary to sustain the project.

INSTRUCTIONS: Please provide a complete description of the funding plan for the project,
documenting the availability of equity, grant(s), or philanthropic sources of funds and
demonstrating, to the extent possible, the ability of the applicant to obtain the debt financing
proposed. Describe the alternative financing mechanisms considered in project planning and
provide an explanation of why the proposed mix of funding sources was chosen.

Complete Tables 3 and/or 4 below, as applicable. Attach additional pages as necessary
detailing assumptions with respect to each revenue and expense line item.

Complete Table L (Workforce) from the Hospital CON Application Table Package.

Audited financial statements for the past two years should be provided by all applicant
entities and parent companies to demonstrate the financial condition of the entities
involved and the availability of the equity contribution. If audited financial statements are
not available for the entity or individuals that will provide the equity contribution, submit
documentation of the financial condition of the entities and/or individuals providing the
funds and the availability of such funds. Acceptable documentation is a letter signed by
an independent Certified Public Accountant. Such letter shall detail the financial
information considered by the CPA in reaching the conclusion that adequate funds are
available.

If debt financing is required and/or grants or fund raising is proposed, detail the experience
of the entities and/or individuals involved in obtaining such financing and grants and in
raising funds for similar projects. If grant funding is proposed, identify the grant that has
been or will be pursued and document the eligibility of the proposed project for the grant.

Describe and document relevant community support for the proposed project.
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* ldentify the performance requirements applicable to the proposed project (see question
12, “Project Schedule™) and explain how the applicant will be able to implement the project
in compliance with those performance requirements. Explain the process for completing
the project design, obtaining State and local land use, environmental, and design
approvals, contracting and obligating the funds within the prescribed time frame. Describe
the construction process or refer to a description elsewhere in the application that
demonstrates that the project can be completed within the applicable time frame(s).

Applicant Response:

The most recent audited financial statements for Kaiser Foundation Health Plan of the Mid-
Atlantic States are attached as Exhibit 8. These statements demonstrate that Kaiser has
adequate funds to make the cash contribution listed in the Sources of Funds in the Project
Budget. While the audited financial statements show a net loss for the Region, Exhibit 9 shows
the organization’s strategic plan to reverse this trend and start generating cash from operations.
These projections are based on the Region’s long-term sirategy to increase revenue through
membership growth and reduce the expense trend over time.

GMC will not charge patients for the services that they obtain at that medical center.
Copayments and deductibles are charged by and accrue to Kaiser Foundation Health Plan of
the Mid-Atlantic States (not GMC). Since Kaiser facilities do not charge on a fee for service
basis, there is no impact on charges.

Members receiving care at the ASC come from a wide variety of primary care centers. The
membership revenue for those members is counted towards their assigned primary care center,
thus making the revenue side of the equation very complicated from an accounting perspective.
Costs for the ASC are directly attributed to the ASC, so there is an understanding of
performance based solely on cost.

There will be no debt for this project.

Because GMC will be increasing its capacity by 50% of its current licensed capacity (adding one
OR to two existing ORs), We believe that the following Performance Requirement is applicable
to this project;

(d) A major change in bed capacity (greater than 40 beds or 25 percent of total licensed
capacity), additions, replacements, modernization, relocation, or conversions to an
existing inpatient health care facility that involves a capital expenditure between the
threshold specified in Regulation .01B of this chapter and $5,000,000 has up to 18
months to obligate 51 percent of the approved capital expenditure, and up to 12 months
after the effective date of a binding construction contract to complete the project;

As shown previously, GMC anticipates completing this project considerably sooner than that
outlined in this performance requirement.

TABLE 3: REVENUES AND EXPENSES - ENTIRE FACILITY (including proposed
project)
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(INSTRUCTION: ALL EXISTING FACILITY APPLICANTS MUST SUBMIT AUDITED FINANCIAL
STATEMENTS)

Two Most Actual | Current Projected Years
Ended Recent Year (ending with first full year at full
: Years Projected | utilization)
CY or FY (Circle) 20 _ |20 20 20 |20__ |20 | 20

1. Revenue

a. Inpatient services

b. Outpatient services

c. Gross Patient Service
Revenue

d. Allowance for Bad
Debt

e. Contractual Allowance
f. Charity Care

g. Net Patient Services
Revenue

h. Other Operating
Revenues (Specify)

i. Net Operating Revenue
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Table 3
Cont.

Two Most Actual
Ended Recent Years

Current
Year
Projected

Projected Years
(ending with first full year at full utilization)

CYor FY
(Circle

2014

2015

2016

2017

2018

2019

2020

2. Expenses

a. Salaries,
Wages, and
Professional
Fees,
{(including
fringe
benefits)

$4,324,154

$4,385,533

$4,193,903

$4,319,720

$7,252,780

$7,463,704

$7,637,889

b.
Contractual
Services

¢. Interest
on Current
Debt

d. Interest
on Project
Debt

e. Current
Depreciatio
n

$531,580

$505,221

$499,219

$336,771

$310,502

$300,732

$293,758

f. Project
Depreciatio
n

$221,049

$245,610

$245,610

g. Current
Amortizatio
n

h. Project
Amortizatio
n

i. Supplies

$3,692,095

$2,341,698

$2,767,367

$2,850,388

$3,941,497

$4,346,888

44,444,935

j. Other
Expenses

(Specify)

k. Total
Operating
Expenses

$8,547,829

$7,232,452

$7,460,489

$7.,506,880

$11,725,828

$12,356,934

$12,622,192

3. Income

a. Income
from
Operation
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b. Non-
Operating
income

¢. Subtota)

d. Income
Taxes

e. Net
Income
(Loss)
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Table 3 Cont.

Two Most Actual
Ended Recent
Years

Current
Year
Projected

Projected Years
(ending with first full year at fuil
utilization)

CY or FY (Circle)

20 [20__

20

20___[20__ [20 [ 20

4. Patient Mix:

A. Percent of Total Revenue

1. Medicare

2. Medicaid

3. Blue Cross

4, Commercial
Insurance

5. Self-Pay

6. Other (Specify)

7. TOTAL

100% 100%

100%

100% | 100% 100% 100%

B. Percent of Patient Days/Visits/Procedures (as applicable)

1. Medicare

2. Medicaid

3. Blue Cross

4, Commercial
Insurance

5. Self-Pay

6. Other {Specify)

7. TOTAL

100% 100%

100%

100% | 100% 100% 100%
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TABLE 4: REVENUES AND EXPENSES - PROPOSED PROJECT

(INSTRUCTION: Each applicant should complete this table for the proposed project only)

Projected Years
(Ending with first full year at full utilization)

CY or FY (Circle) 20 | 20 | 20 | 20

1. Revenues

a. Inpatient Services ]

b. Cutpatient Services

c. Gross Patient Services
Revenue

d. Allowance for Bad Debt

e. Contractual Allowance

f. Charity Care

g. Net Patient Care Service
Revenues

h. Total Net Operating
Revenue

2. Expenses

a. Salaries, Wages, and
Professional Fees, (including
fringe benefits)

b. Contractual Services

¢. Interest on Current Debt

d. Interest on Project Debt

e. Current Depreciation

f. Project Depreciation

g. Current Amortization

h. Project Amortization

i. Supplies

j. Other Expenses (Specify)

k. Total Operating Expenses
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10.24.01.08G(3){e). Compliance with Conditions of Previous Certificates of Need.

An applicant shall demonstrate compliance with all terms and conditions of each
previous Certificate of Need granted to the applicant, and with all commitments made
that earned preferences in obtaining each previous Certificate of Need, or provide the
Commission with a written notice and explanation as to why the conditions or
commitments were not met.

INSTRUCTIONS: List all of the Maryland Certificates of Need that have been issued to the project
applicant, its parent, or its affiliates or subsidiaries over the prior 15 years, including their terms
and conditions, and any changes to approved Certificates that needed to be obtained, Document
that these projects were or are being implemented in compliance with all of their terms and
conditions or explain why this was not the case.

Applicant Response:

In 2010, Kaiser received three CON approvals to establish three separate ASCs in Largo
(Docket No. 09-16-2304), Gaithersburg (Docket No. 09-1 5-2303), and Baltimore (Docket No.
10-03-2306). The Gaithersburg CON was approved with the following two conditions;

1. GMC must provide the Commission with documentation that it has obtained
accreditation from the Joint Commission on Accreditation of Healthcare Organizations or
the Accreditation Association for Ambulatory Health Care within 18 months of first use
approval.

2. Before first use approval of GMC, Kaiser shall submit a transfer agreement that meets
the requirements of the Department of Health and Mental Hygiene regulations
implementing Health-General Article, §19-308.2, Annotated Code of Maryland.

(All three CONs had the same conditions attached to them.)

Kaiser met both conditions for ali three projects. All three projects received Pre-Licensing
Certification by the MHCC.

In 2016 Kaiser filed a request to modify the SBCMC CON related to increased project cost. The
CON modification request (Docket No. 16-03-2372) was recommended for approval on
November 16, 2016.

10.24.01.08G(3)(f). Impact on Existing Providers and the Health Care Delivery System.

An applicant shall provide information and analysis with respect to the impact of the
proposed project on existing health care providers in the health planning region,
including the impact on geographic and demographic access to services, on occupancy,
on costs and charges of other providers, and on costs to the health care delivery system.

INSTRUCTIONS: Please provide an analysis of the impact of the proposed project. Please
assure that all sources of information used in the impact analysis are identified and identify all the
assumptions made in the impact analysis with respect to demand for services, payer mix, access
to service and cost to the health care delivery system including relevant populations considered
in the analysis, and changes in market share, with information that supports the validity of these
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assumptions. Provide an analysis of the following impacts:

a) On the volume of service provided by all other existing health care providers that are
likely to experience some impact as a result of this project;

b) On the payer mix of all other existing health care providers that are likely to experience
some impact on payer mix as a result of this project. If an applicant for a new nursing home
claims no impact on payer mix, the applicant must identify the likely source of any expected
increase in patients by payer.

c) On access to health care services for the service area population that will be served by
the project. (State and support the assumptions used in this analysis of the impact on
access);

A

d) On costs to the health care delivery system.

If the applicant is an existing facility or program, provide a summary description of the impact of
the proposed project on the applicant’s costs and charges, consistent with the information
provided in the Project Budget, the projections of revenues and expenses, and the work force
information.

Applicant Response:

This project will have no impact on other facilities, as it is intended to serve the volume
that exists within GMC'’s service area. It will have no impact on payer mix, asitis intended
for Kaiser Permanente members. This will increase access for Kaiser Permanente
subscribers, enabling more scheduling flexibility for surgical cases. It will have no impact
on costs to the health care system, as it has no impact on Kaiser Permanente premiums
and is intended to serve members already using GMC.
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EXHIBIT 3.

Kaiser Medical Financial Assistance (MFS)

Policy

i‘i KAISER PERMANENTE : National Community Benefit

Policy Title: Madical Financial Assistance | Policy Number: NATL.CB.307

Qwner Department. National Community | EHective Dale: January 1, 2016
Benefit

ustcdian Director, Medical Finandal Page: 14 of 15
Assistan

1L

ADDENDUM: Kalser Permanente Mid-Atlantlc States

Kaiser Foundation Hospitals: This pelicy does nat apply te any hospitals in the Mid-
Aztantic Region,

Addliticnal Services Eligible 2nd Not Eligible Under the MFA Policy,
3. Additional Non-Eligible Services.
I Most Durebie Medical Equipment
8. Emergency and non-emargency ransportation
. Heanng aids
Iv. Optical supplies (i.e., glasses or contatts)

Providers Subject To and Not Subject to the MFA Policy. Mot applicable.

Program Information and Applying for MFA. MFA program iformation, inchuding
copies of the MFA policy, application forms, instructions, and plaln anguage summarias
{Le., program brochres), ks avalable tn the general public, without cherge, in tlectronic
format or hard copy. A paticnt can apply for the MEA program, during or following the
care recefved from KFH/HP, in several ways tncluding In persen, by telephone, or by
paper application. (Refer to Sections 5.3 and 5.4 above.)

3. Downlcad Program Information from tha KFH/HP Website, Blecronic
capies of program ktformation are avallatle on the MFA websits at
ww.ko.ora/mia/mas.

b. Request Program Information Electronically. Electronic copies of program
information 2re awailatie by emall upon request.

¢ Obttaln Program Information or Apgly In Parson. Counselors are available
ot KP faciiies to mrovide program information. Counselors are available at the
Administration Department in each KP medkcal office building.

d. Request Program Information or Apply by Telephone. Counselors are
svailable by telephone to provide nformation, detevming MFA eligihitty, and
assist a patent ta apply for MFA. Counselors can be reached at:

Telephone Number(s): 301-816-6615
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PRy KAISER PERMANENTE. Notiona communty Benet

[ Paticy

Titie: Medical Financial Assistance | Pelicy Number: NATL.CB.507

QOwner
Benefi

| Custodian: Director, Medical Finandal Page 15 of 15
| Assistnnce

I

Department: National Community | Effcctive Dat: January 1, 2016
t

e. Request Program Infarmation or Apply by Mall. A patient can request
program information and spply for MFA by submitting a complete MFA program
application by mall. Information requasts and applications can be matled

Kalser Permanantz

Atterion: Medscal Finandlal Assistence Program
2101 East Jefferson Street

Rockville, MD 20852-5468

f. Persanally Deliver Completed Application. Cormpleted applications can be
deliversd in person to any KP medical office bulding.

EHgibllity Criteria. A patiant's household income Bnd medicel expenses are considerad
when determining MFA eligibity. (Refer to Secnons 5.6.1. and 5.6.2 above.)

5. Means Testing Criterla: Up to 300% of the Federal Poverty Guidslines
b, High Medical Expense Critasia: 20% or more of annual howseheid Income

Award Duration. MFA awards commence from the date of apgroval, or the date
services were provided, or the date medications wene dispensed, An MFA award & In
effect for 8 Bmiled pericd of Ume. (Refer to Sections 5.8,2 above.)

3. Maximum duration based on spediic tme period:
I. Standand award for eligibia senices: Up to 180 days
il. Presumptive eligibllity award for uninsured patients: 30 days
b Maxmum duration for course of treatment f episode of care: Up to 180 days

€ Maximurn duration for uninsured patients who are potentally efigible for pubiic
and private health coverage programs: Up to 180 days

d. Maximum duration for cne-time pharmacy award: 30 days

Basls for Calculating Amounts Generally Bliled (AGB), XFH/HP datermines AGE for
any emergency of cther medically nacessary care using the kok back method by
fmuliglying the grass charges for the care by the AGB rate. Information regarding the AGB
rate and cakasdatcn ks avallable on the KFH/HP MFA websile at v kp. orgfmiafmas,

Propreivy Iotrorution. Kpsee Peroanenes. A ROAS feserved,
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EXHIBIT 4.

Kaiser Medical Financial Assistance (MFS)
Website Brochure

TRV ‘Moical Finoncial Assistance Pragram « Kaiser Permanenia Share

by Bogy | Feeds | Cumtectls

in The Communy

Subsidized Care and
Coverage

—d

Medical Financial
Assistance Program

Improwing hazith cace accais far thote with
limated and i fund |
o Kalsar Por &3 misslon. Our Madical
Financial Assictance program (WMFA) halps low-
i ad, and ued warl p
recalve access o cars. The program providas
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Lirayane Mecical Finongizd Adsé Program « Kpiser Perianenie Share

Medical Financtal Assistan...

How can | leam move about the
Medica! Finandial Assistance
Program and how to enroll?

To learn moes about the MFA program and
how to enml, plaasa see the program

qualds and info for tha
Kakser Formanama ragion whers you lue:

= hNonhern Cabdomnia

» Southern Caldornia

= Cokada

« Gaorgla

« Hawad

Ywrginla £ Raryliad ¢ Washangtan DC
Oragon f\Wathingtan

Other beneficial progrems and
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EXHIBIT 5.

Accreditation Notification — Accreditation Association
for Ambulatory Health Care (AAAHC)

ACCREDITATION
ASSOCIATION

Jar AMBULATORY HEALTH CARE, {5

Congratulations]
You have bean awarded a three year term of accreditation!

Your AAMHC scereditation is a significant achicvement. Seeking accreditation implies 3 commitment to
ongolng sell-evaluation and continuous improvement. The dedication and eHon required is substantial
and | commend your staff for this approach to high- quality patient care and business practices.

Granting accreditation reflects confidence, based on evidence from this recent survey, that you meet
AAAHC Standards and will continue to demonstrate the atiributes of an accreditable organization. Each
year of your term of accreditation, you will receive notification of release of the updated Standards. It s
vital that your organization has an up-to-date copy of the Hondbook, whether through the purchase of
the annual binder, or by taking advantage of the window of opportunity to download an electronic copy
free of charge.

| hope the survey experlence was beneficial to your organization in identifying strengths a5 well as
opportunities to improve, and that you found your surveyor(i) 10 be consultative and educational in
spproach,

Enclosed is your Accreditation Notificalion with additional details describing your sward and the next

steps for your organlzation. Your Survey Report is also enclosed. Aeview and use it as a periodic
reference throughout your term of accreditation.

Your organization has been added to our communications maifing Hst. Sean you will receive our
quartarly newstetter, Triongie Times, This publication includes news lrems, announcements of policy
changes, review of individual Standards, and other information relevant ts our aceredited organizations.
1t will be malled to the primary tontact {or your oeganitation. You may request additionsl coples by
providing additional names via e-mail 1o marketing@asahe.org. Our e-newsletter, Connection, requires a
subscription. It & pubfished every other month and usuzlly focuses on a single topic. Request a free
subscription by e-mailing marketing&asahc.org.

Again, please accept my sincere congratulations on your achievement.
Bast regards,

i

Stephen A. Martiy, e, Ph.D., M.P.H.
President & CEO
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A:\CCRED!TA‘I‘]ON ASSOCIATION
Jor AMBULATORY HEALTH CARE, INC.

ACCREDITATION NOTIFICATION
January 4, 2016

Organization # N 99187 l Program Type | Ambulatory Surgery Center
Organization Kaiser Foundation Health Plan of the Mid-Atlantic States, Inc.
Name dba Gaithersburg Ambulatory Surgery Center
Address 655 Watkins Mill Road,
City | State | Zip | Galthersburg MD ] 20879-3301
Decision
Reclplent Mrs, Kathy Miller, RN, MBA, MSN, CHC
Survey Date 12/14/2015-12/15/2015 Type of Survey s";:::"""“‘b"’“”d"m Lol

Deficiency Level | Condftion

416.52 | Patient admission, assessment Correctlon Document Raview, Salf Attestation, Plan
' Method of Action, Follow up Survey
and discharge
Recommend

:""‘"im"" Full Accreditation Madicare Yes

ype Deemed Status
Acceptable Plan
of Correction 12/23/2015 Timeframr; December - 2015 to January - 2016
Received
Accreditation Accreditation
Term Begins LA Term Explres 1/18/2013
Special CC 43 00 <Ralimore %ﬁaﬁo 2100001539

pecial CC: £ n 1 1

CMS RO 11- Philadelphia Number (CCN)

Acereditation
Renewal Code BEBAFICA99187
Complimentary AAAHC Institute study participation code | sa187¢ReEiQ

As an ambulatary surgery center {ASC) that has undergone the AAAHC/Medicare Deamed Status Survey, your
ASC has demonstrated its compHance with the AAAHC Standards and all Medicare Condltions for Coverage (CIC).
The AAAHC Accreditation Committze recommends your ASC for participation in the Medicare Deemed Status
program, LMsS has the final authority 1o determine ganicipation In Medicare Deemed Status.

1= Hbealdh Care Quclicy Theough Acwd ssmon (31 10 Vaws wwwazheoap v O Oubint Hoat, Sdie 300 1z 14 J 91y doso
e Q= Skokic [ o Kooy Fax By;f Bypgost
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EXHIBIT 6.

Shady Grove Medical Center Transfer Agreement

FEB-81-2212 29:57 Froa:KAISERE COMTSACTIMG 331 815 &350 ToikKaser

FATIENT TRANSFER AGRFEMENT

Thia Patient Transfir Apreement (*Agremment”), effective the lst day of Mardy, 2012, s
made by und betwean ADVENTIST HEALTHCARE, INC, dba SHADY GROYE
ADVENTIST HOSPITAL (“Hoxpial™), a cofporation, ahd
KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATRES, INC,, 1
Maryland neaprofie corporation {"Kaer™).

WHEREAS, Kaiser aperates n Maryland ficensed ambulztory swgory cenler locatat 21
6§55 Watkina Mifl Road, Gaithersbury. MD 20879 (“Faci lity”) whose patients nre perzadiselly in
Deed of seute care scrvices not availehls al the Fasilisy; and

WHERFAS, Hospital provides sewte care sérvices ami s capahle of providing full
surgical, anesthesix, clinjead Iabocatory aud dingnostic radiodopy survice on H) minmiey yotice amd
has o physicien in its beapitsl syailable for providing emerpency services ot all times, snd s
willing t prévide such services to Facility puticnts in need of <uch services; and

WHEREAS, the partjes desire to fonmalisz ao agrecment whereby Faciliry patients,
regprdless of pavor sources, in mad of emesgency care mnd other madica) services aor available o
the Facilisy aee transforrod e e appropriste institelion for various levels nf medicel or surpfeal
e according 10 the dictates 0l'the patients® medical awditions as judged by mitending and
cansutart physicians.

THEREFURE, in considentiin of the mrual covegants und promises coutained hereus,
b is understoed and agreed upon by and between the partios hervta as follows:

AGRREMENT

1 bairienance of Contiul  Exch peety shall have unihisive coptiol of the ranngement,
235515 and aliairs of il (espective institutions. Vinless evprossly stated elrawherg in thiy
Agreeical, neither party assuimis eay lisbility, debr ar ohligation inowred by te oiher party to
this Agroement. Neither pasty sah wowme responsibility for the care renderad T Kaiser poticaty
by the other parly

2. Jmpater of Patients. When a Kainur patient's need for transfr from the Vaciliry 10
Hopiéal b boon determined by she steading physician, Torpital agrees w admit the paLitn 2y
promplly = prssible, provided customesy mdmizsion requirements are mel, Smie and Federal Laws
and regulitions are met, and Hospil hatrhe capucily 10 breat the patienr Notire of the ansfer
shall be given 10 Hospitat by Kaiser as far In advance as possible, Husqutal shall give prompt
confirmatlon of whether it can provide medical carc spprogeate to the patient's wedical meeds.
Karser shall assuwe primary responsibility for anunging appeopriate medieal WA port 3ervices 1o
Haspital. Kabser shall cousult (a) Huspital emergency departmant physician or (b) Haospadnl
admlissiim department (for a direct adinission), a appenpriate, in rogards to arsngements and
detalls of the tatalet, mcluding transpemation, to ensure opfimal care of the patienl.

i Pavient Asversinent. e patient's conditiun will be anseascd by tbe anending physivian
using emergency end odier appmpeinte orirerin developed by Kaiter. [n those cases where the

F.143

63



the Mudicme and/or Medstatd prigrams is terminated, ot i3t lozes accred'tation by The Joint
Commission

HL Nonexclusively. Nothing in this Agreement will be cunstrued as limiting the right o
eather party 1o atfiliate ur comract with any ceher party for stmilar serviees while thiz Agreemeal
1§ in effzce

12 Awmendment This Agreement, m whila or in part. tuay b amended af noy 1ime only by
mutual written cansent of both paries

13 Assignment. Neither party shall azslyn this Acresment wetheul the feior written womyent
ol'the other party.

14 Cemplince with Anplicuble Law  Fach pars shil] comply with af) opplicable standards,
inchding, tut zot himited 10: (2) the standards of the panty's applissble oocreditalion agency, snd
(b} feddcral, state and locut guvernment faws, rules pnd wegulativn, including EMTALAS
regnlations.

15, Guiverring law  This Agrsement shall ke poverned end detarnined by the 1aws of (he
Sexe af Maryland {excluding fts conflict of laws provisions).

16, Medigare. Both parties agree, fov four (4) years after the furnishing of services wixder this
Agreement. o niake availuble and provide, upan wrimen request to the Sucrctary of Health wud
Human Serview ur upon nquest, 1o the Comptmlicr General of the 1/nited Stytes of Amenico, or
any of their duly nithorized ropresentatives, the sonb s, buoks, doctiment s and records
tietessary (o serlity the natire 2ad extent of reintbutsable costs under Medicare, If either party
carties out any of'the furms of this Agreement vin 2 subvonlct with @ vabue ar ¢031 of
510,000.00 or more over a twelve (13) month perivel with a related orgemeatiom, such subcontract
shall contaun a requiteinent identical 1o that set forth in this paragraph

17 Notice. Airy netice required under vhies Agrocsent shall be in writing, srd lult Ire
deemad deliverer) when personally delivered, with acinrvtelged receipt. or threg days alter Uye
sume i sent by cenified mail, postage propaid, retmn roocips rugnested ns follows.

If tn Haapitaly

Adventist Healhdare, Inc. dbn Shady Grove Adventisr Hospiwl
1801 Research Divd.

Snite 200

Rusckville, MD 20850

Altention: Daved Fenkine

If to Kaiser:

Kaiser Foundation Healih Pten of the Mid-Aulntic Stutes, Ine.
2101 East lef¥ersivn Stant

Rockville, MD 20352

Allention;

¢ Repicnal Connsed
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IN WIINESS WHEREQF, the paries have excvuted this Agroement as of the date first sot fiith

B,

ADVENTIST HEALTHCARE, INC.
dbu SHADY GROVE ADVENTIST
HOSPITAL

By: - 'tf’/’d"——

Printed

Neme: Ty b= £
Lithe: Evd , oro

Dat: ;/5-/;:.

KAISER FOENDATION MEALTM PLAN
OF THE MID-ATIANTIC STATES, INC.

Hy ™
Printed ’ T
Name- Merilvn . Kawamura
Tide; Presidens 5
Date;

|-~

iRt =g B 4 [

- —

it e
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EXHIBIT 7.
FGI ComEIiance Letter from Arraz Architects

A\

ARRAY

Dacambi 5, 2016

Paut Braum

Design Manasgar

Kaiser Parmsnanta National Faoliltias Sarvicas, Mid-Atiantic Sistes
11821-A Bowrnalialid Way

Siivar Spring, MO 20804

RE: KAISER PERMANENTE GAITHEASEUREG MEDICAL CENTEH - SURGERY SLHTE RENOVATION
Oparating Room 3 [DA-03) Constructian and Activation

Daar Faul

On behait of Array Architects, as commissioned by Kalsar Pemmananta as their design professional and
agant ior the subnect oroject, | am pleased ta confirm the foliowtng regarding this project, namealy the
surgicat sutta ranovation projact at the existing Kalser Permanante Galthersburg Madical Cantar that
Invetves the construction and sctivation of one additional operating room (GR-03}) at that axisting factity
As tha architect of ractrd far this prgect and tar the inital prajact that sctivatad the two eriginal
oograting rooms at this tachity, | sm oleased to confirm that the exsting facilty has baan dasigned and
constructed to socommndata tha Increasad casd iaad from tha ft-out of the proposaed OA-03. This
Inziudes tha sizing of waiting araas, ore-oparative halding, PACLL stafl statlons, semi-rastricted and
mestrictad argas snid buliding ang'nearing systams.

Tha recuiremants of n Cutpatient Operating Room as dafinad by Saction 3.7 of tha 2010 editian of the
FGI Guldelings Inciudea:
« “Ciass B{perating Rooms shail kave a mintmum clear Noor 3reg of 250 souars feet wih & minimum
ciear gimension of 15 fset betvean fived calinets snd buit -m sheives.
= Class C Operating ROoms Shall hava a minimum oiear foor 3fea of 100 sguara fead with 3 minimum
claar gimension of 18 feat batween fived cabingts gnd bulit-in sheives.
= Atlgast ona scrub postiion must be located naext to the gntrance of gach operating room.”

Tha das!gn of DR-03 campiles with Section 3.7 of the 2010 FGI Guldalings Tor Dasiyn and Construction of
Haaithcam Faciktes currently anforced by the State of Marylang, These guidatines are basad on
tonslderat!ons of minimiAng Infaction rsks and assuring sterliity and appropriste sir Aitrstion and
vantiztion 1or apersting rooms

.._...n i n,,,u
-“‘:\G’. 'O,F . .".' .‘!_ b j.:'.ln"

i

-O.ﬂn 7495 ”..'
':4 g i S «i
".,?CH |1‘€c“,.-‘
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v
l.\‘

Sincarary,

| AR
Princioa, Reglong! Vice President

i

Wi ts W S B0

‘Washngion, iin 3oy
PO elan-yagn
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EXHIBIT 8.

2014 - 2015 KPMAS Audited Financial
Statements

KAISER FOUNDATION HEALTH PLAN OF
THE MID-ATLANTIC STATES, INC.

Statutory Finanaial Statements and Statutory Supplemental Schedules
December 31, 2015 and 2014
{With Independent Auditors’ Report Thereon)
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KPWMG LLP
1676 Intematonal Ortee
Melean, WA 22102

Independent Auditors' Report

The Board of Drectors
Kaser Foumdation Health Plan of the Mid-Atlantic States, Inc.

We have audited the accompanying financial statements of Kaiser Feundation Health Plan of the Mid-Atlantic
States, Inc. (Health Plan), which comprise the statutory statement= of admitted assets, liabilines, capital, and
surplus a5 of December 31, 2015 and 2014, and the relted statutory statements of revenues and expen-es, chmpes
in capital and swiplus, and cash flow for the years then ended . and the related notes to the statutory financial
statements.

Management's Respensibility for the Financial Statemenss

Management 15 responsible for the preparaton and fur presentabion of these financial statements m accordance
with statetory accounting practices prescaribed or permmtted by the Maryland Insurance Admimistraton (MIA).
Management 15 also responsible for the de<ipn. implementation and muntenance of internal control relavant to
the preparation and fair presentation of financial statewments that are free from material misstatement, whether due
to fraud or error.

Anditors’ Responsibility

Our responsibibity 15 to expiess an opmmon on these financial statements based on our audits. We condncted our
audits in accordance with auditing standards penerally accepted m the Umted States of America. Those standards
requare that we plan and perform the audst to obtain reasonable asmurance about whether the finansial statements

An audit mvolves performing procedures to obtain audit exidence about the amountz and discloswes 1n the
financial statements. The procedures zelected depend on the muditors’ judgment, including the azzesmment of the
nizks of matenal wsstatement of the financial statements, whether due to fiaud or emrar. In making those nizk
azcessments, the auditer conziders intermal control relevant to the entity’s preparation and farr presentation of the
financial statements in order to depn zudit procedures that are appropriate in the cucumstances, but not for the
pupose of expressing an opimon on the effectivenss: of the snhity's mternal control. Accordingly, we express no
such opimion. An audit also meludes evahmbng the appropnateness of accounting policies wied and the
reazonableness of sipmficant zccounting estrmates made by management ac well as evalusting the overall
precantation of the nancial statement=.

We believe that the audit evidence we have obtained 15 sufficient and appropriste to provide a basis for our auds
opinions.

Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles

As deseribed m Note 2 to the firancial statemnents the finaneial statements are prepared by Health Plan wang
stafutory accountmg practices prescribed or pervmitted by the MEA which 15 a bass of accounting other than U.S.

generally accepted accounting principles. Accordmgly, the financia] statements are not mtended to be presented m
accardance with U.S. generally accepted aceomnting pnncrples.

The effects on the financial statements of the varamces between the statutory accounting practices and US.
generally accepted accounting prmeiples also are deseribed m Note 2.
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Adverse Opimon on U.S. Generally Accapted Accounting Principles

In our opimicn, becawse of the simificance of the variances between stahtory accounting practices and U S.
genenally accepted accourding principles disewnsed in the Basis for Adverse Opimon on U.S. Generally Accepted
Accounting Principles paragraph, the financial statements refarred to above do not present faidy, in accordance
with US. generally accepted accounting principles, the financial posthon of Health Plan as of December 31, 2015
and 2014, or the results of its operations or its cash flows for the years then ended.

Opirien en Statusory Basis of Accounting

In our opzion, the financial statements referred to above present fanrly, in all material respects, the admitted azsets,
latnlities, capital, and surphus of Health Plan 25 of December 31, 2015:1:&2014 and the results of its operations

and its cash flow for the years then ended mmmmmmmmm
by the MIA deseribed in Note 2.

Odher Morer

Cur audits were condacted for the pispose of forming an opinion on the financial staternerts as a whole. The
supplementary mformation included in the Summumary Investment Schedule and Investment Risks Interrogataries is
presented for purposes of additiomal amalysis and 15 pot a requimed part of the Bnancial staternsnts but 15
supplemertary mitemation required by the MIA, Such informabon 1s the responubikty of manapement and was
denved from and relates directly to the undarlying accounting and other records uted to prepare the financial
statements. The mformation has been subjected to the auditing procedures applied in the mdits of the financial
statements and certam 2ddihional procedures, including comparing and reconciling such infrmation directly to the
mndertying 2ccouniing and other records wsed to prepare the financial statements or to the finsncial statements
thermsebves, and other additonal procedures in accordances with muditing standards penerally accepted m the Umted
States of America. In our opinion, the information is fairly stated in all materia) respects in relation to the fimancial
staterment= a5 a whals

KPMer LLP

Mel ean, Virginia
March 16, 2016
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EAISER FOUNDATION HEALTH PLAN OF

THE MID-ATLANTIC STATES, INC.
Statntory Statements of Admitted Axets, Lisbilitie: Capital, and Strphus
Decermber 31, 2015 and 2014
(I thewnand-)
Admitted Assets 2015 2014
Casch and short-term investmeni= S 43246 § 101,946
Prenname recervable - nat 101,902 81,861
Health care recenables - net 20416 26,276
Imvestment meome due and accrued 898 91
Due from affiliated arganizations 3.891 1829
Recenables for securines —_— 1182
Amount= receverable from remnurers 11,843 3,165
Orher recervables - net 63 136
Real estate properties occupied by Health Plan 583,638 588,591
Real estate properhes held for the producton of income 3.899 3899
Property and equupment - net 134,632 142,366
Imvestment~ 244,084 242,279
Total adoutted aszets S 1145512 § 1,196,401
Liabiliies, Capital and Surplus
Liabihhes:
General expences due or acarued S 258381 § 41,510
Reserves for unpaid claime and elaims adnustment expence 104,137 95,111
Agzrepate health policy reserves 46,069 —_
Payroll hiabalifies 47,635 55,275
Payables for securities 4281 3161
Preguuar recerved m advance 23282 16,394
Ceded rempsurance premums payable 2,540 1,182
Drue to affilisted orgarzshons 307,741 379,806
Due to a==ocated medical group 9,250 9.453
Medhcare payablas and reserves 32,637 40,286
Penniom and other retirerment habihities 349,443 333,263
Other habilhes 83442 73,788
Total liabilihes $ 939338 § 1,049,209
Capital and surplns:
Special swplus funds 5 26000 S 24,000
Contitbuted camtal 6,795 6,795
Swplus notes 354,000 264,000
Unasmgned deficn (177.621) (147.603)
Total capital and swplns 209.174 147.192

Total abtliies, capital, and suwphes

See accompanying notes to statwtory financial statements.

$ 1.148512  § 1.196.401
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KAISER FOUNDATION HEALTH PLAN OF
THE MID-ATLANTIC STATES, INC.

Statutery Smatements of Revemmes and Expenceas
Years ended December 31, 2015 and 2014

(In thensamd-)

Revemnes:
Net premiwm reverue
Medicare cost contract revenue
Other reverme

Total reveres

Medical and hospital expentes:
Hosmtal and medical benafits
Other professional sentices
Other cutside refemrals
Emergency room and out-of-area
Othet medical and hospital expen-es
Net reinsurance recoveries

Total medical and hozpital expences
Clame adjmshnent expences
General admumsirative expences

Total expenses

Less before othey items

Net ivestment and other income (lozs)
Recopnized losses on imvestowents and real estate - pt
Statutory net loss

See accompanying notes to statutary financsial statecents.

2015 2014
$ 2593585 S 2277563
326,425 299929
62,106 407
2982116 2,621,564
913,460 809,029
74,735 619,755

3,481 —
169,624 140,772
838,014 708.006
(16.763) (5.461)
2,652,541 2332,101
56,236 52,172
280,013 243,339
2,988,790 2627612
(6,674) (6,048)
2,195 (1,588)
(595) (4,700)
s (5.078) $ (12336)
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KAISFR FOUNDATION HEALTH FLAN OF

THE MID-ATLANTIC STATES, INC.

Statutory Statement= of Changes m Capital and Swurplus

Years ended December 31, 2015 and 2014

{In theasand-)
201 2014

Balance, beginmuing of year $ 147,192 176,011

Statutory net loss (5,078) (12,336)

Procesds from surphs notes 90,000 131,000

Change in nonadmitted assets (239) (3.403)

Chanpe in acenmting principle 4,951 —

Change in pensaon and other rebremest habihnes (27.665) (144,067)

Change in net unreabzed gams on mmectments 33 (11}
Balince, end of year h) 200,174 147.192

Sae accompanying notes to statutory financial statements,
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KAISER FOUNDATION HEALTH PLAN OF
THE MID-ATLANTIC STATES, INC.

Statatory Statemisnts of Cash Flow
Years ended December 31, 2015 and 2014
(In thousands)
2015 2014
Cash flows from operating activites:
Prerzinms and revenues collacted pet of remsurapce 3 2950015 § 2570289
Miscellsnpous income 61,013 66,476
Benefits and loss related payreenr: (2.610,760) (2,278,700)
Conmnissions, expentes, and appregate write-ms (348,424) (280,367)
Het invectment mcome 37.530 31,654
Nez cash provided from operariay sctivitias 90.265 109,332
Cash flows from igvestns actuvTies.
Purchase of rea propesty 29,0209 (36230
Proceeds from investnents sold, marured, or repaid 152,564 140.850
Tovestoent purchases (1553351) (149,188)
Recervablespayables for secuvities 3,282 999
Net cach used ip imesting activities 8.52 43.5
Cash flows from financing and nriscellinecus soree:
Chenss in long-tesm loan from affiliawe and accrmed interest —_ {12.863)
Proceeds from sarplus notes 90,000 131,000
Increase (decreass) in pexsion snd other retrement Labiliies (21,485) 14,770
Het change in dna from (due to) xffiliated crpaniztions (173,127 (101,156)
Other cash used (25.828) (3.44)
Net cash provided feom (msed in) financing and miscatlansons sowces (12040} 28305
Reconciliation of cash and short-term mvestments
Chnnpe in cash and short-teym mvestmeats (58,7090) 91 088
Cash and shom-term investnens:
Beginning of year 101,946 7.858
End of year b 436 3 101.846
Supplemental cash flows disclosure;
Cash paid for interest - net of capitiired amounrs b — 3 509
Noncnsh imvestment rancactioge $ - 3 647
Noncash real estate trapsfer from affihuste s 5855 § o

See acconpanying notes to stafutory fnancial stansments
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KAISER FOUNDATION HEALTH PLAN OF
THE MID-ATLANTIC STATES, INC.

Notes to Statutary Financial Statement-
December 31, 2015 and 2014

Description of Busine::

Eaizer Foundation Health Plan of the Mid-Atlanhe States, Ine. (Health Plan} s 3 not-for-profit carparation,
generally exempt from federal and state income taxes, whose capital 15 available for charitsble, educational,
research, and relsted purpozes. Health Plan 15 Licersed by the States of Maryland and Virginia and the Distct
of Columlia to provide prepaid bealth care services, which mclude health mourance. Health Plan is a
subsidiary of Kanser Foundation Health Plan, Inc, (KFHF). KFHP is affihated with Kaiser Foundation
Hozpitals (Hospitals) becaure their poverning boards and management are substantially the same.

The Mid-Atlantic Permanente Madical Group, P.C. (Medical Group) cooperate: wath Health Plan in
conducting the Eaicer Pemunente Medical Care Program. Health Plan contracts with Hospital: and the
Medical Group to provide or arrange hospital and medical services for members. Confract payments to the
Medical Group represent a substantal porhon of the expenses for medical services reported in these statwtory
financial statements Pavment: from Health Plan constitute substantially all of the revenues for the Medical
Group. Becau:etheMedicalGlmv'u independent:ndnotcoﬂmlhdbyﬂealﬂxmm,mﬁmmd:lmt:
are not accounted for under the equity method.

At December 31, 2015 and 2014, the percentage of Health Plan's total labor foree covered under collective
bmmmwmmﬂv 82 and §1% respectively. At December 31, 2015, 1% of the
warkfbrce was covered under collective bargaining apreements that are scheduled to expire within one year.
At December 31, 2015, nons of the workforce was working under an expired agresment and none of the
uukﬁm'ﬁmambmm&atum&ymmﬁngmw

Health Plan strives to improve the health and welfare of the comnmmities it serves through its Commumity
Benefit imestment programs:. Commumty Benefit expendinmes provide finding for programs that serve
commumities through research, commumty-based health parmerships. drect health coverage for low-mcome
families, and collaboration wath commmmty climucs, health department= and pubhic hospatals,

For the year ended December 31, 2015, Cumg&nzﬂwhm(nmmdwmtely
$116.1 zallion of related revenues) were $100.6 nullion, representing 3 4% of total reverme. In

for the year ended December 31, 2014, Coammmumity Benefit expenditures (:tcn:t,ngtnfS‘.ISnﬂlmnof
related revenues) were $81.0 million, representing 3.1% of total reverue. The calculation of Comemmity
Benefit expenditures 15 baad on Health Plan'; direct and mdirect costs and the senices provided by Health
Plan under Comemmity Benefit programes.

Summary eof Significant Accounting Policies

(a) Accounnng Pracrices
The statutory financial statement= of Health Plan have been prepared in conforraty with the National
Azzocuation of Inmurance Commussoners” (MAIC) Accounting Practices and Proceduwres Mamual
(MAIC SAP), the NAIC Anmal Statement Instructions, and other accounting practices, as prescribed
or permitted by the Maryland Insurance Administration (MIA). Management has evaluated subsequant

events through March 16, 2016, wluch 15 the date that these financial staternents were available to be
i
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KAISER FOUNDATION HEALTH PLAN OF
THE MID-ATLANTIC STATES, INC.

Notes to Statutary Finansial Statements
December 31, 2015 and 2014

The MIA recopnizes only statutery accounting practices prezeribed or permitted by the State of
Maryland for determmung and reporting the finwneial condiion and results of operations of an
msurance company for the purpose of determumng its solvency under the Maryland Insurance Law,

ilAICSAPhasbeenadoptedasamofpmhduwmﬁdmcumbydnsnhof
faryland

Statutory acemmting practices prescribed and pemmutted by the State of Maryland vary from
US. penerally aceepted accounting principles (GAAF) m the following respects:

Nonadmitted assess: Certain assets demignated as “nonadmitted,” principally certan accounts
recervable, property and equipment prepaids, and other assets not specifically 1dentified a5 an adimtted
asset, are exchuded from the accampanying statutory statements of admitted assets, Labilities, capital,
and swphis and are charged directly to umassigned suplus. Under GAAP, cuch aszets are ineluded in
the balince sheets.

Irvesments: Investmants, other than mvestments 1n subsidiane:, are camiad at values preseribed by
the NAIC SAP. GAAP requires tradmp and avatlable-for-sale inveshments held by a not-for-profit
corporahion, other than mnvestments in subsidianes, to be camed at far valne,

Medical Furniture, Fixturas, and Equipment: Madical center fimmitare, fictures, and equipment nsed
m the direct delivery of care are depreciated orver the lesser of thew wsefid lives or three years. Under
GAAP, these assats are depreciated over their useful hves.

Statements of Cach Flow: Cash, cash equivalents, apd short-ferm mvestments m the statements of
cash flow represent cash balmees and investments with inral maturties of one year or less. Under
GAAP, the comesponding capnon of cash and cash equivalents includes cath balances and investments
with mitial maturiies of three months or less.

Presentarion of Cazh: Net negative cach balances are reported as 2 negative a=zet rather than az a
hability under GAAP,

Co-payments: Co-payments recerved are nefted agam-t hosmital and medical banefit expences. Under
GAAP, certain of these co-payment: are recorded as reveres.

Azzer Retirement Obligarions: Asset retirement obligations requzred under GAAP are pot recorded.

Real Estats: Imputed rental meome and expence on the ccrapancy of owned buildings are recorded.
Under GAAP, they are not recorded.

Inzurance Recoveries: Inswrance recovenes and habilies, mchidmy reimswance recoveriss, ars
reported on a gross basis for GAAP, while NAIC SAP requures certam of the lisbilities to be reported
pet of recovenes,

Bad Debt Presentarion; Certan amounts for bad debts are treated as an experce Under GAAP, certain
bad debts are recorded a5 a mduction to the related reverte.
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KAISFR FOUNDATION HEALTH PLAN OF
THE MID-ATLANTIC $TATES, INC,

Notes to Statutery Finanmal Statement=
December 31, 2015 and 2014

Health Insurance Providers Fes: The Health Inswrance Providers (HIP) fee under the Patient
Protechon and Affordable Care Act (PPACA) t5 expernced mumediately in Jamuary of the fae year;
under GAAP, this cost 15 deferred apd amortired dunng the course of the fee year. Reclasafications
from unassimed nurplus to special swrplus fimds ave required in the year prior to the fee year (the data
vear) for the HIP fee amount expected to be paid in the fee vear. Under GAAP, no such reclassification
15 requred.

Employee Bengfits: The defined benefit penmon and postretirement benefit liability caloulations and
expente may be recogrized over a phase ‘m penod for active participant= not curreatly vested m the
plans. Under GAAP, the full hability and expence for these parhicspants 13 required to be recorded.

Subordinated Notes: Subordinated notes ave clazafied as capital and zurphu= wihile GAAP requires
classification as debt. Also, the unapproved interest on subordizated notes 15 acorued wnder GAAP but
nat accrued under NAIC SAP unless meeting certan critenia.

The effects of the foregomg vanancss from GAAP on the accompanying statutary-basts finaneial
statements have been determined The GAAP net deficat for Health Plan at Decamber 31, 2015 and
2014 was $130.7 mulhon and $141.4 omilion, respectvely. Health Plan's GAAP pet loss for the years
ended Decamber 31, 2015 and 2014 was $7.7 oullion and $4.3 mllion, respectively.

For the years ended December 31, 2015 and 2014, there were no sigmificant difference= between the

NAIC SAP and the prachces prescribed bry or permatted by the State of Maryland that impacted the
Heaalth Plan’s statutory net meome or caprtal and smphe.

Cash and Short-term Invesements

Cash and short-term imvestments mchude interest-beanng deponts purchased with an ongnal or
remaining matmity of twehve months or less.

At December 31, cach and short-term mvestments were as follows {in thousands):
2015 2014

Cash s 35553 § 98,656
Sbort-term invesments 7.693 3.290
Cash and short-term iyvestments 5 432485 3 101,946

Premiums ond Health Care Receivables - net

Pretoivens and health care recervables - net exclude nonadoutted balances. Certain receivables are not
admissable in accordance with the NAIC SAP. For the year ended December 31, 2015, Health Plan
changed the methodolopes of accmmbmg for premuem bad debt allowances and non-admmttance of
related balances. Health Plan previously recorded bad debt allowances against presninm recesvables
and ealeolated additonal non-adwmtted balances over 90 days that wers in excess of the amount=
recerved Health Plan now starts this calenlahion by non-admstting premium balances over 90 days,
and then proceeds by nos-admthng any remuonmg receivables considered to be uncollectible. Health

9
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KAISER FOUNDATION HEALTH PLAN OF
THE MID-ATLANTIC STATES, INC.

Notes to Statutary Finanaal Statements
December 31, 2015 and 2014

Plan also chanped its methndology for non-adoothng certumn premium recervables. When zroup
premimms are greater than 50 days past due or more than a de menyms portion of the entire balance 1=
outstanding the entire amount 1= non-adeured When individual pramiums have more than cne
pavment past due, the entire balance 1 non-admitted The change: in methodologies contime to
comply with statutary accountme pmdance and ahign the Health Plan wath other Easer Health Plans.
The changes resulted m 2 $3.0 mallion merease to expense related to removing the cument year
allowance, and a $922 thousand moyease to noo-adoatted presmium receivables, offset by a $5.0milhon
ncreace to surphus related to the prior year prepmum bad debt allowance. The cummlative effect to
cszt:l'ﬁa:mu'plmud‘andfarthemdvewﬂh:endedDemhuBl,iOlSvu:anetmm’ e of
$1.1 mullion.

Real Estote, Progperty, and Equipment

Real estate, property, acd equipment, which include land, building equipment and softvare, are
stated at cost less accummilated depreciation and amortizmtion. Interest is capitalized on facilihies
construction m progress and 15 added to the cost of the underlying asset. Depreciation begins when the
project 1s substaniially complete and ready for its intended use. Soffware 15 amortzzed on a straight-hne
bazz over three years. Buildings and equpment are depreciated on a shraght-hne bas: over the
estimated uzefid Iives of the varions classes of assets, peosally rangine from 3 to 33 years, except that
medical center firnitare, foctures, and equipment used in the diset detvery of care are depreciated
over their estumated vefl Iives but for a2 penod not fo exceed three years.

At December 31, 2015 and 2014, real estate, property, and equipment included in the statement of
admitted assets, halulibes, capital, and sorplos were net of encumbrances of $10.4 milbon and
§9.5 million, respectrvaly.

Management evaluates altermatives for delivenng semces that may affect the cument and future
utilization of exishap and plamed assets and could result 1n an adjustment to the canying values ar
remunmg Irves of such land, buildme:. equipment, and software in the future. Management evaluates

and records ippamment lostses or adjusts remmming lrves, where apphicable, based on expected
utlizahon, projected cach flows, and recoverable valuss,

Mantenance and repans are expensed a3 incmred. Major improvements that mcreace the estimated
uzeful life of an asset are capitalized Upon the sale or retirement of aszets, recorded cost and related
accummlated depreciation are removed from the accounts, and any gain or loss on disposal 15 reflected
in operations.

Included m property and equipment are health care delivery azsets represenhng phamuaceutical and
optical mwentenes, as well a5 medical center fimmture, fxtures, and equipment used in the direct
delrvery of care. Fharmaceutical and optical urrentones ame melnded in the fornihore and equipment
category. Pharmaceuncal and ophical nventaries are not subject to depreciation.

Investmtents

Investment: mclude money market funds, US. Treassy and govermment-sponsored agencies,
loan-backed and'er strectured secunties, mdustnial and miscslianeous bonds, and other povernment

10

78



KAISER FOUNDATION HEALTH PLAN OF
THE AOD-ATLANTIC STATES, INC.

Notes to Statutary Financial Statements
December 31, 2015 and 2014

bonds. Racopnized pams and losses are recorded on the specific denhficahon basis. Interest meome
15 inchided tn net investment and other income.

Bonds are reparted in accordance with NAIC Anmual Statement Instruetions (Statement Value),
Accordingly, bonds that are demgnated lughest quahty, NAIC Dengnation | and 2, are reparted at
amortzed coxt wing the scenffic intersst method and bonds that are claz=aified 25 NAIC
Designation 3 or lower are reparted at lower of amartized cost or Ear value.

Adjustmentz are made prospectively and repayment assumptions are obtained from a third party
vendor data source for loan-backed and'or structwred secuntie;. The amortization method used 1= the
scienific method

Investments are segululy reviewed for tmpainment and a charge 15 recognized when the far value 15
below cost basis and 15 judped to be other-than temparary. Impatrment 1= nclided m recoprized loszes
on umvestments and real estate - met. In its review of assets for mmpamment that 15 deerned
other-than-terporary, manapement gensrally follows the following pudetines:

*  Substaphally all investment: are manaped by outnde mvestment managers who do not need
Health Plan's monapement preapproval for sales; therefore, substantially all dechnes m value
below amortzed cost are recopmuzad as tmpairement that 15 other-than-temporary.

®  For other secwities, losses are recogmzed for kmown nuatters, such as bankvupteies, repardless
of ownership penod, and mvestments that have been contmmoucly below book vahue for an
extended penod of tme are evzluated for mmpairment that i+ other-than.temperary.

Health Plan"s mvestment transachons are recorded om a trade date basis.

Haalth Plan 1= required to keep omestmeants on depont m the States of Maryland and Virpmua and the
Distnet of Colombia, where 1t 15 heanced At December 31, 2015 and 2014, $792 thousand and $506
theusand, respectrvely, m orvestments wer resticted to sansfy the states” regulatory requirement=.

Reserves for Unpaid Clatms and Clamms Adiustment Expense

The cost of health care services 15 recopnized in the period in whach sertices are provided Recerves
for unpard claims and claims adjustment expence consist of unpaid health care expenses to thard party
provaders, which melude an estimate of the cost of services provided to Health Plan's members by the
third party providers that have been incwrred buot not reported. The estimate for inewrred but not
reparted clams 15 based on achmanial projections of costs usng historical paid claims and other relevant
data. Estimates are momrtored and reviewed and, a5 settlements are made or estimates are revised,
adjustments are reflected 1n cxovent operations. Such estimates are subject to the 1mpact of changes in
the regnlatory emvironment and economic condifions, actual utilization of medical sanices, change:
in membership and product e, elasm submssion and processing patterns, and other relevant factors.
Given the inherent vanability of such estimates, the actual hability could differ sipnificantty from the
amounts proxided While the ultimate amount of paid elamms 15 dependent on future developments,
management 15 of the opinian that the reserves for unpaid clame and clams adjustment expense are
adequate to cover such claime.
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KAISER FOUNDATION HEALTHPLAN OF
THE MID-ATLANTIC STATES, INC.

Notes to Statutery Fmancrz] Statement-
December 31, 2015 and 2014

Haalth Plan recerds anherpated remsugance recovenes for lngh cost claims ehgble for reimbnorement
under the PPACA as described mn The PPACA Ramsurance, Risk Adjustment. and Risk Corridors
FProgram: note. The amount recorded 15 an estirate a5 the uitirnte admdication of these clams 15
conducted by the povenment.

Recervables and Payables for Securities

Receivables and payables for secwntties represent cument amounts for unsettled secunties sales or
purchazes,

Due ro Associated Medical Group

Due to azsoctated medical group conmists promarily of unpnd medical expenses owed to the Medical
Group for medical senices provided to members under a medical serices agreement with Health Plan.
The cort of medical services 15 recopmzed by Health Plan m the period in which services are provided
and 15 reflected 25 a component of medical and hosprtal services expenses.

Insured and Self-Insured Risks

Health Plan purchaces mourance mnclnding workers’ compensation, professional, and general lubilines
coverage. Certain inTurance 15 purchased from affilisted arpanizations as discussed m the Iformation
Concerning Paranr. Affiliated Organizariow:, end Medical Group pote, Health Plan self-insures other
rsks ncluding other legal liabilities. Costs associated wath self-insured nsks are charged to operations
based upon actual and estimated elaims Estimates are marutered and reviewed and, as settlement= are
onde or estmates are revised, adjustments are reflected m cwvent operations. Given the mherent
vanability of such estirmates, the actwal hability could differ apmficantly from the ameunts protaded.
While the ulttmate payment= for self-mmmed claons are dependent on fiture developments,
naapement i of the opinion that the reserve for self-imsmred nsks 15 adaquate.

Prewiium Deficiency Reserves

Premuum deficiency reserves and the related expense are recopmized when it is probable that expected
future health care and admmnistratrve costs under a proup of existing contracts will exceed anticipated
future premrum: and reinmrance recoveries aver the contract perind. Expected mvestiment income and
inferest expense are meluded in the caleulation of premmm deficiency reserves, a5 appropriate, The
level at which contracts are prouped for evalnstion purposes 15 generally at the remonal level The
methods for makmg such extimates and for establishing the reculting reserves are reviewed and
updated, and any resulting adjustment= are reflected m ciorent operations. At December 31, 2015 and
2014, the nead for prermum deficency reserves was assessed and management is of the opimon that
no prenunn deficiency reserves were required. Grven the inherent vanability of such estumates, the
actuzal Lability could differ sigmificantly from the caleulated ameount.

Revenue Recognirion

Net prenyum revenue includes premum: from employer proups, mdividuals, Medicaid and Medicare.
Net prennum revenue 15 recogmized over the period in which the members are entitled to health care

JEVIces.
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KAISFR FOUNDATION HEALTH PLAN OF
THE MID-ATLANTIC STATES, INC.

Notes to Statutery Finanesdal Statements
December 31, 2015 and 2014

Health Plan estinmates accrued retrospective premium adjustment= for certain group health mewrance
contracts based on clamms expenence and the provinms of the contract. Health Plan records acerued
retrospective premiurmns 25 an adjustment to earmed preroums. For the years ended December 31, 2015
and 2014, the amount of premmm: wrtten by Health Plan subject to the refrozpective rating feature
were $57.2 milhon and $52.1 million, respectively. Duning both 2015 and 2014, revenus denved undar
these confracts was 2.0% of total premums vwnitten. During 2015 and 2014, retrospective prememm
adyestment= under these contracts were $(3.3) mulhion and $(1.9) million, respectively.

The majonty of Health Plan’s Medicare revenne 15 paid based on cost, with imberim payments using
pre-established ratez, and the final settlement 15 made after the end of the year. Estimates of fimal
settlements of the Medicare cost report are recorded by Health Plan. At Decernber 31, 2015 and 2014,
i connection with Health Plan's Medicare comt contract, Health Plan recorded allowances and reserves
for adjustments of recorded revenues in the amount of $34.6 million and $33_5 million, respectvely.
For tha years ended December 31, 2015 and 7014, Madicare revenues increased approxmately $15.9
mullion and $14.6 million, respectively, due to mor year retrospective adjustments m excess of
amnowmnts previously estimated

In addition, Medicare benefit: include a voluntary prescnption drug bensfit (Part D). Revenues for
Part D melude capitated payments made from Medicare adjusted for health nzk factor scores.
Revenues also includs amoumts to reflect 2 portion of the health came costs for low-income Medicare
benefictaries and a rsk-shanog amanpement to hmt the exposure to nnexpected expenses. Ralated
acerals are recognized monthly based on cormlatrve expenence and membership data. Part D reverme
15 finalized after all data 15 submmtted to Medicare and the final setilement 15 made after the and of the
year.

Medicare Cost revenue and Madicare Part ) revenne are subject to governmental audits and potential
payment adjustment=. Tha Centers for Medicare S Madieaid Sesvices (CMS) performs coding audits
tovahdatethe supportmg docmmentation mantained by Health Plan and i+ care providers.

Health Plan provides coverage to Medicaid members m certain locations in Maryland and Virginia as
a Mamged Care Organization. For the years ended December 31, 2015 and 2014, revenue related to
theze members was $126.3 millics and §24.1 million, respectively.

Estimates of retrocpective adjustments resulting from coding sudits, cost reparts, and other contractual
adjustments are recardsd m the time peniod ;m wiuch members are entitled to health care zenices.
Actual retrospective adjustmests may differ from imtial estunstes.

Presqum: collected 1n advance are deferred and recorded as premiums recerved m advance or
Medicare payments recetved 1n adivance. Revenue i adjusted to reflect estimates of collectability,
wcluding retrospective membershup adfustment trend= and economic condstions. Revenue and related
receivables are exclusive of chanty care. A portion of revenues derved under contracts with the United
States Office of Personpel Management (USOPM) 1= subject to audit and potential retraspective
adjustments. Revenue denved under contracts with the USOPM m 2015 and 2014 were 23 3% and
27.3%, respectrvely, of total reverme
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KAISER FOUNDATION HEALTH PLAN OF
THE MID-ATEANTIC STATES, INC.

Notes to Statutory Financial Statements
December 31, 2015 and 2014

Pension and Other Postretiremient Benefins

Health Plan partisspates m defimed benefit pension and other postretirement benefit plans that are
admimstered by EFHP. The plans are actuanally evahiated and involve vanous assumptions. Critieal
azsumphons melude the decount rate and the expected rate of retion on plan assets, and the rate of
mereace for health care costs (for postretirement benafit plans other than pension), which are important
elements of expence and/or halnhty measmrement. Other assumptions 1mvolve demoprapkic factors
such a3 refirement age, mortality, tumover, and the rate of compensation mcreaces. KFHP evahnates
asswmphions ammally, orwhenn:mﬁ:antplm:mdmﬂnocmr and madifiss them a5 appropriste.
Pension and pestretirement costs are allocated over the service penod of the employees m the plans.

KFHP uses a discouni rate to determune the present value of the future benefit obligations. The discount
rate 15 establiched based on rates avalable for lnsh-quality fixed-income debt secumties at the
measurement date whoze matunty dates match the expected cash flows of the retirement plans.

Dhfferences between actual and expected plan expenence and changes m achunial assumptions, in
excess of a 10%s comdar around the larger of plan assets or plan hiabilities are recogrized mio bepefits
expente over the expected average fisture service of active parhicipants. Prior service costs and credits
arise from plan amendment= and are amortizad into postretiremant benafits expente over the expected
average future service to full ehgbility of active participants.

The defined bensfit penaon plan admumstered by KFHP constitutes a single plan m which mulaple
employers who are related parties parbeipate. The Employee Retrement Income Security Act provides
for jount and several lability for 21) employe:s in the Health Plan's tax controllad group. The pencion
Liability for Health Plan represents the eztirmited amount of hability for current and fonmer employess
of Health Plan only. Manapement believes it 15 remote that Health Plan would be required to pay
benefits attributable to current or former emplayees of other controlled group members.

The other poctretirement benefits (primarily health care) are generally offered through a welfare plan
(Health :nd Welfare Plan) n which mulnple employers who are related parties participate. Under the
terms of the Health and Welfare Plan, each participating enployer 15 legally hable for the benefits for
thexr own employees and retwees. and the Enployes Retirament Incoms Secunty Act does not specify
Jownt and several habiby for all enployers paticipating i a welfare plan. Management beltaves 1t 1
remote that Health Plan would be requered o pay benafits attributable to current or former enployees
of anry ather employers paricipatng i the Health and Welfare Plan.

Doneations and Grants Made er Received

Donation= and prants made are recognized at fair value in the peniod i which a commtment 15 made,
provided the payment of the donahom or grant 15 probable and the amount 15 determinable. Donations
or grants recerved are recogmized at fair value m the period the donation or grant was commutted
uncondrhonally by the prantor or in the period the denstion or grant requirements are met, if Iater
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KAISER FOUNDATION HEALTH PLAN OF
THE MID-ATLANTIC STATES, INC.

Notes to Stamatery Financial Statements
Decersher 31, 2015 and 2014

Guarantee Fund and Other Assessmenss

Health Plan pamicrpates m the Commonwealth of Virpma Buth-Related Mewmlopcal Injury
Compensation Fand. This fimd 15 designed to provade obstetnical care for patients ehigtble for Medical
Asnstance services. Thare was no hability at December 31, 2015 and 2014.

Health Plan 15 anmually requored to support the operations of the Department= of surance for
Maryland, Virgima, and the District of Columbia through an adminictrative expenses aszessment
There was oo hability at December 31, 2015 and 2014,

The PPACA imopozes a HIP fee Current gindance provides that the HIP fee will be amessed at the
KFHP comtrol moup level by the Internal Reveoue Service (IRS) anmmally, The IRS ansessments for
2016 and 2015 are bazed on the agency’s calculabon of the KFHP group’s net pretmunys i the data
years of 2015 and 2014, respectrvely, as a parcentage of the total premiums for all U.S. bealth plans m
the data year. Management determaned that the 2015 ascessment on Health Plan was $24.0 eullion and
recorded the estimate of the annual assessment in Jaruwry 2015. The total amoust asceszed to the
EFHP group was paid in Septersher 2015. Manapement has estimated the 2016 assessment on Health
Plan to be approcomataly $26.0 oullion and will record the annmal assessment m the first quarter of
2016. The 2016 assessment has been segregated and clasafied as special surphus funds in capital and
surplas. Had such assessment been recorded as of December 31, 2015, the amount disclosed m the
Afmirnon Capital and Surplus note for the amombyu'hmhﬁealthl’lznamphm capital and
surphus excesded the authorized control level would have been lower by $26 0 mullion. A nsk based
caprtal achon level would not have been triggered had the 2016 fee been recarded as of December 31,
2015.

For the year: ended December 31, PPACA related amount: were a5 follows (m thousands):
013 2014

PPACA fee azessment payable for the upcomune year S 26000 S 24,000
PPACA fee a=es=ment paid 214,762 17430
Premroms watten subject to PPACA assessment 2933341 2.578,731
Total Adjusted Capetal before surphis adjustment 209,174 147,192
Total Adjusted Caputal after swophos adpustment 183,174 123,192
Anthonzed Contral Leval 57,369 53,728

Use of Estimates in the Preparation of the Financial Statements

The preparstion of the statmtory finaneial statements i conformmuty with NAIC SAP, the NAIC
Statement Vahie, and other accounting practices as prascribed or permutted by the MIA requures
management to muke estinates and assumphans that affect the reported amounts. Eshmated far value
of mvestments; Medicare revenue aconuals; Medicare payables and reserves; reserves for umpaid
claims and claoy adinstment expence; pensicn and other rehrement habilihies, self-innured other legal
liabilities; real estate, property, equipment, and software impairment and wsefil lives; mvestment
mpaimment; and certam amounts accrued related to the PPACA Remnsurance, Ruck Adjustment, and
Rk Corndars Propramy represent mignificant estomtes. Actual results conld differ materially from
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thoze eshmates. As oceurs from hime to time, negotiations with laber partners mury result w changes
to compensiton and benefis. These changes are reflacted in the statotory financial statements a5
appropEate when apresments are finahized.

Reinsurance, Risk Adjustment, and Risk Carridors Programs

The PPACA includes three programs desiznad to mutigate bealth plan nsk. Tivo are temporary and
one 15 permanent.

The Remsurance Program 15 temporary, and provides for partial reimbursement of certain high cost
claims for non-prandfathered mdividual members beginmng m 2014 and costimmng threush 2016
As described m the Raserves for Unpaid Claims and Claims Adjuzrmern: Expercze note, cestain amounts
have been recorded in 2015 and 2014 a5 expected clames renbur-ements under this program. For the
years ended December 31, 2015 and 2014, Heahh Plan has recorded $14.9 maflion and 55.5 million,
respectively, for estimated recovenes from the Remagance Propam. For the years ended December
31, 2015 and 2014, Health Plan has recorded $23.3 milhion and $28.2 milbon, respectvely, of
Ranamance fees.

The Risk Adpustment Program is permanent, and provides for retrospective adjictment of revenus for
non-grandfathered mdividual and small proup market plans, whether 1mide or outade PPACA
exchanses. The Rizk Adjustment Programis designed such that payment- to plans with higher relative
1tk zre fimded by transfers from plans with Jower relative nisk. For the years ended December 31,
2015 and 2014, Health Plan has recorded $55.6 million and $0 mallion, respectively, a5 net reverue
reductions related to the Rizk Adjustment Propram.

The Rk Comdors Program 15 temporary, begimmung 1n 2014 and comtimung througk 2016, This
Program provides for gins and losses on the indivadual and small poup markst plans For the years
ended December 31, 2015 and 2014, Health Plan has recorded $253 thousand and $0 million,
respectively, as net reverue addiions related to the Risk Comdors Program.

The Maryland legislature, with the mtent of stabihming premumms as certam mdividinls enter the
izarance market from high nsk pools, established a three-vear fransthon program effective Jannary
1, 2014. The Mxyland Transihoeal Rewnsurance Program (MTEP) provides addional fimding to
irsurance camers for clams above a specified leve] mcurred by thece mdimiduals for claime not
covered by the PPACA Reinsurance Program. There were no asseszments m 2015 or 2014. Recovenes
wege 51.9 mullion and $0 milhon in 2015 and 2014, respectmvely.

Health Plan = required to pay an annual assessment under the Disimet of Columbia Health Benefit
Exchange Authority Firanaal Sustamabibty Amendment Act of 2014. The 2015 azsessment was $3.3
mullion and was based on 1% of 2014 gross premiwms eniginating from the Distnet of Calumbia. The
2014 assessment was $3.3 mullion and was based on 1% 0£2013 pross premnmes ongmating from the
Drstract of Columbia
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(@) Ner Accounnng Pronouncements

In March 2015, the NAIC adopted revisions to Statement of Statutory Accounting Principles (SSAP)
L. Disclosure of Accounring Policies, Risks & Uneartaintiaz, and Other Disclosures. The revizions
adopt Accounhng Standards Update 2014-15, Presentation of Finanetal Statemerts - Going Concern
and meoperate audited dizclooure requirements for 2 reporting entity to evaluate and diselosurs
whether there 15 substantal doubt on the entity’s ability to contimue a5 a poing concern. The pudance
15 effective for the year ending December 31, 2016 with ezdy adophon pernutted. Management nill
adopt the guidance for its year end 2016 reparting and melude disclosures a5 requred.

In June 2015, the NAIC adopted revisions to SSAP 54, Fadividual end Group Accident and Health
Contracts and SSAP 84, Amountz Recenable Under Govermmen: frsured Plans. The pudance was
adopted prospectively by Health Plan 1 2015. The revintons clnfy reporting requirements for
Medieare nsk adjustment recenvables and payables. Mamapement reclacmified certmn Medicare
recemvables from health care recenvables - net to premiums recervable - pet and certun Medicare
payables from other Liabilines to apgrepats health palicy reserves dunng 2015, The 2014 amounts
were not reclassified a5 of December 31, 2015.

Fair Value Estimates

The canying amaints reparted 1n the statitory statements of admitted assets, hahiknes, capital, and swplus
for cash (overdraft) and short-term mvestment= - net, premmums recenvable - net, health care receivables -
pat, due from affilisted orgamzations, recemvables for securities, mmounts recoverable from remmumers,
mﬂwhmacaﬂmufmmﬂdamwddmadjmm p:lymll
hiabihities, payables for securities, premiwme received in advanrs due to affiliated organizations, due to
azodated medical group, long-term loan from affiliate, ceded remsurance premium= payable, and PPACA
taxes ncluded wn other habihties spproxumate fair value

Investments, a3 discussed in the frvesrments note, are reported at lower of amortized cost or far vahue, with
imparment recorded if amertized cost 15 greater than farrvalne. The far values of mvestments are baced on
quoted market prices, 1f avatlable, or estunated using quoted market prices for smilar imrestments, If lsted
FrI0es or quotes are not available, f::ruh:eubaqedupunoﬂmohsenahhmpmsurmﬂsﬂm;mnml}-
use market-based or independently sourced market parameters 25 mputs. In addttion to market mformation,
models also incorporate transachon details such as matmity. Far valie adjudments, inchiding credit,
Liqudity, and other factors, are includad, as appropnate, to amve at a fair valee measorement.

Health Plan utilizes a three-lovel valuaston hierarchy for far value measurement An mstioment’s
categonzation within the hierarchy ts based upon the lowest level of input that 15 significant to the fair value
measurement. For mstmanents classified in level 1 of the kermeky, vahation inputs ave quoted prices for
identical instrumeats m active markets at the measurement date. For motroments classified 1n level 2 of the
hierarchy, vahntion mputs are directly observable but do not qualify 25 level 1 ingrats. Examples of level 2
inputs include: quoted prices for similar mstroments 1n active markets: quoted pnces for 1deutical or smalar
inctruments in inactive markets; other observable inputs such a5 interest rates and yield curves observable at
mmﬁmmﬂ;,\ﬂwhhr pFrepayment speeds, loss severities, credit risk«, and default rates;
andmuht—mmhudwub&atmdui\!dmﬂyﬁmnrcmmw&mnbhm&ntdan
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For mstruments classified in level 3 of the hierarchy, valwtion ioputs are unobservable inputs for the
instnument. Level 3 mputs meorporate assmmptions about the factors that market participants would use in
pnang the mstrument.

Information Concerning Parent, Affiliated Orgauizations, and Medical Group

Health Plan contracts with Hosprtals and the Medical Group to provide or arange hospital and medical
services for members. Dunng 2015 and 2014, bazed upon the termy; of the Hospital Service Agresment,
Health Plan was charged $349.6 mullion and $314.7 million, respectively, by Hosmtals. Dhaing 2015 and
2014, based upon the terms of the apreement with the Medical Group, Health Plan mewrred expences of
$602.2 million and $517.7 million, respectively.

Costs of zervices provided by EFHP and Hospitals to Health Plan were based on the actual cost meurred to
provide those semvices. Services movded mchude but are not loted to, the following: infornmation
technology, treasury, general mana pement, admmmtrative support, and transaction processing. Addinonally,
Healdh Plan was charged for amount- paid by KFHP or Hosprtals on Health Plan’s hhali'Dlmn;"OI.Sand
2014, charpes for costs of senvices provided by EFHP and Heopitals, and for amounts pud by KFHF and
Hospitals on behalf of Health Plan, were $1.5 bilion and $1.3 billion, respectively. During 2015 and 2014,
Health Plan was charged interest expense of $1.9 million and $5.6 mithen, respectivaly, by KFHP and
Hospitals, meluding long-term loan from affihate.

Healds Plan and it affiliates manage professional habilies and other 1zks using captive nsk pooling
vehicles, primarty Lokal Assurance, 1d | a subsidiary of EFHP. During 2015 and 2014, Health Plan's
premium expense under theze amangements was $20.0 mllion and $20.9 million, repectively.

Health Plan contracts with Kinser Permanente Insurance Company (KPIC), a subznidiary of KFHP, to provida
adminittative services inchoding, but not hmited to. prodect development, rating and underwriting,
maketing and sales, adverticimp clagns adudication, member senices, utilimtion nunagement, and
premium biling and collection. For the years ended December 31, 2015 and 2014, pursmnt to this contract,
szd;l’hnmpmdmmofﬂ.ﬁnﬂlmandﬂ.?mﬂ:m.rupecmﬂy.lnmmdthmmmd
KPIC cooperate in the delivery of senices under Pomt of Service products. Under this armgement,
premiuny from customers are allocated berween Health Plan and EPIC based on prospective estimates of
utilization. Durmg 2015 and 2014, pursmant to this amsnpement. Health Plan recognized §26.3 million and
$25.0 ouflion, respectively, in premoum reveme under these Point of Service products.

Health Plan has also entered mto reciocil business relstionchips with KFHP whereby Health Plan and
EFHP and 1ts substdiaries provided medical zervices to visttmg members, During 2015 and 2014, net revenue
recorded for services provided by Health Plan was $8.9 million and 57.8 million, respectively. During 2015
and 2014, net expense for senices provided to Health Plin mambers was $6.3 milkion and $7 2 million,
respectively.

Health Plan has 3 guaranty agresment with tha parent, KFHP, and affiliates in which the parent and Hospitals,
without exception, guarantes all chligations of Health Plan, including a guarantes to proside health care
services to Health Plan's subseribers, enrollees. and dependents in the event that Health Plan 1s discontmued

18

86



KAISER FOUNDATION HEALTH PLAN OF
THE MID-ATLANTIC STATES, INC.

Notes to Statwtory Financial Statements
December 31, 2015 and 2014

pnox to the exparzhon of Health Plan's contracts. In addiion, Hospifals has loaned certain subordinated debt
to Health Plan a3 described in the Mininmmn Capital and Surpliuz note.

At December 31, due to affiliated organimtions - net, was a5 follews {in theusands):

012 2014
Net amounts due from (due to):
Karser Foundation Health Plan, Ince. $ (31,024 S (19,229)
Kaiser Foundaton Hasptals (176.380) (359,939}
Orhey affiliated orpamizations 3.554 2.191
Total due to affiliated copamzations - net ] (203.850) S (3716.97T)
Amount due from (due to).
Due from affiliated orpanizations 1 3,891 § 2,829
Due to affiliated organizabons (207,7413 {379 806)
Total due to affihated organc=ations - nat s (203.850) ¢ {376.977)

The long-term loan from affilizte and accrued wnterest was $12.9 mullion at December 31, 2013, wath a due
date of July 1, 2015 and interest payable semi-anmally at a rate of 5.375%. The loan twas repaid on October
1,2014.

Dus to Hosptals pemerally represents funds owed to Hosptals by Health Plan to satisfy Health Plan's
operational requirernents and amounts due to Hospitals for cloms of $56.4 millios and $51.9 mlhion at

December 31, 2015 and 2014, respectively. Thase ameunts are not included m due to affiliated crpamzations,

but are included in reserves for wpaid claos and clums adjstment expanse per wmstruction by the

Maryland Incurance Admemi-tration. Hospitals' clamms expense 15 melnded tn Health Plan's operating
expences, prumarily hospital services.

Health Care Receivables

Health care recenvables contist primumily of Medicare cost contvact, fee-for-senvice, and phumacentical
rebates.

Health Plan records an estimmated recervable until rebates are actually invoiced within two manths after the
end of the quarter. Pharmacy rebate recervables are estimated based on actusl prescriptons flled and sold
dunneg the quarter, and rebates actually mvoiced wathn the two months following the end of the quarter.
Rebates recesvable were $3.1 milbion and §5.7 mithon at December 31, 2015 and 2014, respectively. Rebates
receivable are nonadmatted of they are outstanding longer than 90 dxys since the wvoice date. Amounts
invotced or confirmed and their related aping may be updated due to actnity tn subsequent periods.
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The pharmaceuncal rebates are sumumanzed as follows (i thousand:):

Colletted CoBlected
Quarter Tovniced or Collected withie 90 to withia more
epdinge =~ FEstimated  confinned _within 90 days 180 days thap 180 dayx
33172015 § 4548 % 4548 § 4341 § - 5 —
63071015 5,183 5.183 5134 — -
930:2015 5,874 5874 5637 —_ —
123122015 5,82 3910 3,255 - -
Cobected Collected
Quarter Invoiced or Colected within 90 to within more
ending Estimated _confirmed _within 98 days 180 days than 180 days
3312014 § 4612 § 3583 % 3481 § — 3 102
6130/2014 4954 4093 401 n —_
9730:2014 5489 6,062 5,962 100
12312014 354 4,901 4,605 196 -
Collected Cellected
Qraarter Invoiced or Collected within 90 to within more
ending Edtimated confirmed within 90 days 180 davs than 180 days
33172013 § — 3 — 5 - 3 - 3 e
6302013 1,166 1,183 1,183 —_ —_—
£/30:2013 142 1442 1240 202 _—
12312013 1454 1,197 1,195 2l —_—

(6) Real Estate, Property, and Equipment - net
At December 31, 2015, real estate, propesty, and equipment - net were a5 follows (in thouzand:):
Rral pstmir
Henld estaie preprriies
proguribes bl Gir ther u - met
pied by prwdur bl Furndture amd Lemschebd € nmputer
Mg Fiem  _ oflsvesmy _rquipegst  bypreveeywe  sysiomest | Vst
Cimi [ LUTE 3767 § FRR7INE ] 15620 $ 15182 8§ 423,238
Anwmmt clasei el s
omading 1o (R376) — (il (6651 {1478 11413)
GO, A 5,767 271,160 155,500 14,009 [ Ehd LRy
Auzanaluc] deprreciativn siul
e wibtion liE 482 il 2631 Ix10.30%) 54,000 11,607 1308 X0
Tl 3 el § aF 8 ol 737 3 F147)3 % 42 % Iy4832
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For the year endead December 31, 2015, deprectation and amertization expence was as follows {in thouzands):

Real sxtste
Real estate preperie:
proprne held for the =nd -t
saupird by  preductes  Formiture
HealdPlea _ efincems 3 Jmprevemess: _squipmess
Degmecrxtion and amorinicin
IpaIne i 34927 8 il | 15031 % 1593 % [ L9

At December 31, 2014, real ectate, property, and equipment - net were as follows (i thousand<):

Feal cotase
Eeal extate properties
properties held for the x -
scoupied by predmctisn  Furemirere sad Capanr
BealdiPun _ ofiscoms = squipmes: imprevemwens _ equp Toud
Coz 1 8798679 % iy ¢ 136983 § 149311 § 13566 1 +20.242
Azsewrzr crszifiad 1
2.33) — (836) (Loaly csf) a9
70149 1787 256,349 143310 13,630 +151%
Acretrad deprecision a=d
=ertio (381.338) (L8368} (156.19%) (1780 .02 Q7357
Totd ] 188,791 1 1599 ¢ .5 8 0,360 S 1632 8§ 142 366
———— 4 —

For the vear ended December 31, 2014, depreciabon and amortization expan-e was as follows (in thousands):

Renl eztate
Real estate prepeThies
prepernes hzld for the : =
werapind by preduction Formitreasd  Lescebald
DeadPas T oficie o cqupaes, Gapeeviar Jﬂ
expetus H 11334 8 -3 30378 $ 9457 § 2414 8 41545

For the years ended December 31, 2015 and 2014, unpaoment losses of real estate properties ccoupied by
Health Plan totaled $69 thousand and $5.1 million, respectively. The impairment losses are included in
recogrized lozses from mvestments and real estate - net in the ststuiory stafement- of revemue and exper<es.
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{7) Investments

Manaperwnt’s methads for estimating far value of financial nstruments are discnzsed in the Fair Mafue

Estimates note,

At December 31, short-term invectments, bonds, and other tvested assets at ctaterment vatue and eshimated

faw value, derived using level 2 inputs, were a5 follow= (in thowsind-):

Fair value
Aggregate Statement in excess of
2015 fair value value carrving value
Short-termn inveriments
Money market omrtual funds 5 7193 S 7193 § —
Inéustrial and mascellanesus bonds 500 500 —
Total short-term investment: 7.693 7.693 —
Bond: and other mvested asets:
U.S. Treaswry and
government-sponsoned agencies 107,533 107,488 a5
All other govenzment bonds 1116 1,116 -_—
Loan-tacked andfor struchoed
spqurities 41,402 41,321 81
Industnal and miscellaneous bonds 94435 94,159 276
Total bands and other
mvested assets 244,486 244,084 402
Total investmeani= $ 250179 & BLITT 8 400
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December 31, 2015 and 2014

Fair value
Aggregate Statement in excess of
2014 fair value value carrying value
Short-term ipvestments:
Money market pnstual funds s 3290 § 30§ —
Total shott-tenm wvestments 3.290 3290 —_
Bonds and other mmvested ascets:
U.S. Treanwry and
povemment-sponsored agencies 98123 98,012 1
All other povermnesit bonds 2209 1201 8
Loan-backed and’or structured
seaunbes 46497 46,306 191
Induztral and srscellansous bonds 96.403 93.760 643
Total bonds and other
mvested assets 243332 242279 1.053
Total investments S M6622 § 245569 § 1,053

Imestments are measured at far value on a recurmng basts. This meludes secunties reported at the lower of
caost or far value based on NAIC demignation regardless of whether the securty was reported in the previous
penod at amartized cost.

Drming 2015, the aggrepate other-than-temporary impamment (OTTI) recognized for certain loan-backed
and/or stroctured securities, by quarter of the calendar year, was as follows (in thouzand-):

Amortized
cost Reco
Classifications before OTTI [2) Fair value
Inability or lack of intent to retain - Q1 S 6767 § am s 6,755
Inability or lack of intent to retain - Q2 11379 (25 11,354
Inability or lack of wntent to retain - Q3 1,863 ] 1,857
Inability or lack of intent to retain - Q4 31.383 (150 31233
Total 3 51393 § ﬂ9-lJ_S 51.199
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Each mopamment of loan-backed and/or structured secuonities recopnized during the year ended December
31, 2015 was as follows (in thousand-):

Promml For Crrend

Ameriwd vabas of Amerzd v o vl Plmal

ot blfutra rimjaciod Reogrized [ E ik pulsmt hatC Quarter
i —— I e, el ey, bR, OUT | LenOTH e Jeipess mpiesd
DSHILIRR  BANK OF AMERICA COMMERCIAL MIU L a8 En (431 4 3 % [13.2] Q1 2018
GITULTT  BANK OF AMESICA COMMERCIAL MG 1.1 1,1is [4§] (A 111 [ 20 Q12018
OT37EKT.S  HEAR STEARNS CUMMERCIAL MORTGALE (10 1e1i {1 121 et 1] Q1 2015
1MI3EAGY  CITIGROUPDELITST HE BANK COMM 951 1 Hi 933 3 T Q1308
JIHBOVET FHLMC MULTIFAMALY STRUCTURED w7 306 (1] 304 b 1 11 2613
AMDIHMUI MERRLL LYNCH MORTUAGE TRUST in by th 27 5 I QI 2513
OSMTIADT  BANK OF AMERICA COMMERCIAL ATIUG 6 [F 43 (11} X3 (%3] 110 pH Bl b
GHUTINADE NISGAN AITO LEASE THUST 1303 129+ [ 129 129 1 Q12018
OTETBCLS  HEAR STEARNS CUMMERCIAL MORTGAGE S0 T 1] 347 357 1M 228
JIFTBLYAT FHLMC MULTIFAMAY STRUCTURED 9 ” (41} w1 L 1 ns
FEIDWALR G5 MURTIAGE SECURITIES TRUST 74 3y (L1} Ih% 5 i3] R s
LADYXPT [P MORGAN CHASE COMMERUIAL MORTGAGE &t i ({11 420 0 T Qs
SAIWATL IPMBH COMMERCIAL MORTGAGE 1214 1301 i 15 1,501 1M 02 2008
IHMRAES  CAMTAL AUTO RECEIVARLES ASSET Ho s th T30 TR 1FE Q2218
AL COMMMIGTR k] I i 139 %9 M e
SGTIBRIT  GOVERNMENT NATIONAL MUS TUAGE (1} 412 1] [13] (334 1 023008
JIITBOYAT FHLMC MULTIFAMLY STRUITTURED ah ] %1 0 0 1 Q32
I6IMAFS  AMERNREINT AUTOMOELE RECEIVARLE ra] m 1] s I 1FE {42013
UYHITAXS  HAKL OF AMERICA COMMS MURTE INC axr 2 h 422 i1 1M 2013
UWMSIIAFN  BANUOF AMERICA TUMMERCIAL [0 ] 15¥ a 159 (3] I 1M 2018
IHRUDAYE (UMM MORTGAGE TRUST I (L] [1]] 198 I 1M 142013
JIMGAGELES FANNIE MAE o] &1 m 471 a 1 42013
JIIGAGLHI FANNIE MAE 32 %l () 160 361 1 2018
3EMAKIE  FANNIE MAE m phi] Q) 323 2 1 042013
SIFTADYGT FHLMU MULTIFAMA.Y STRUTUREL N | o ) U o 1 (M m3
FIIVTAYDO  FANNIE MAE 1] " #l 3 ;-] ] 42013
SUMIXAF?  FURD CREINT ALITU LEASE TRISST a3 26 H 126 &b IFE (gl E
MW G MURTUAGE SECURITIES TRUST 1173 31 L] 361 381 1M Q4003
IMIHALS  GA FINANCIAL AUTTUMUBILE LEASEN 91 ” [L]] L o] 3 e 413
SAKSART 1P MORGAN CHASE QURBAERCTAL a3 360 LE]] el G0 1M 4
LHLIATE  TPMEE COMMERCIAL MORTGAGE ol 44 [L]] 4 e 1 Q4 i3
LALIWATS JPMBE COMMERCIAL MO ITIAGE 1% L33 14 i 1450 1M 42
SIGPAADE MERCEDES-BENZ AUTTHEASE TRUS 99 e i HHa Lo 1 Qs 013
GIAVAAAZ MORGAN STANLEY BAML TRIST m Hur [H1] 3 ki 1K Q11018
GIBIDART MONGAN STANLEY BAML THUST i hns m 133 133 1M 42048
WHTIPALY  NIESAN AUTD RECEIVARLES UWNER LISy 113 21} 1135 1143 1FE 4 23
TRGDALS SBA TUWER TRUST HO L) (L1} Lt o 1FE Q4 1%
UBENARYADT ALLY AUTU RECEVARLES TRUST 9 1o ) 1094 1o% 1FE (42013
BASEHACE BANK OF THE WEST ALTUTRUST n m [+4] 2% T3 1FE 4 038
1ERWADY CNH BUURMENT TRUST | 24} o )] o o 15E o i3
IXIECAN] COMMERCIAL MURTGAGE FASS-THROUGH L] a1 [24] wi 07 1M Q1 13
IHFIDALE  CIMM MORTGAGE TRUST 319 uT [#4] H M7 M Q3 2018
IZ/RXAM2 CNH (PMENT TRUST (13 5 (1] 438 15 1HE Q4013
IFBKALY  CAPITAL AUTD RECEIVAHLES ASSET 73y ™ [L]] Fet) ) 1Fe Q4 IHS
2HHAXY  COMMMTG TR il L) [ 3] L] 5] I¥M Qd 2008
FHIBGADT GM FINANCIAL AUTUSSUBOE LEASDNLG hEY L3 ) 23 613 1HE o013
JOMBRIT  GOVERNMENT NATIONAL MORTUGAGE 3% 7 o M m L] QF 2013
MAWYALL P MORGAN CHASE COMMERLLAL, I ns in 33 k153 1M Q4 iy
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Prasem Faly Lentest
m vk of Amerinsd wahoy il ‘poried Pual
Frajecied Beemptsed L L ] MALE L
5 S . T — _r.'nl_ PA- =3 = SR, & M -1« TR T S N

AA4IBAA) [P MORGAN CHASE (OMMERCIAL. ¥ o g s 4708 471 M O 1013
SEWASA JPAMER CTSBITACTAL MORTGAGE 454 451 m 451 431 LM Q4 1013
Sl IARAMN  KIMBOTA CREDIT OWNER TRUST ”3 ] 11 ww "y IFE Q41015
SI7IBAQT MORCAN STANLEY BAML TRUST 16 il 1] 34 14 4] 04 2015
AHWBAEY NISSAN ALTO LEASE TRUST 159 2% ol " 13 IFE Q4 1018
BSRIVADI  SUNTRUST ALSTO RECETVABLES TRUST . #1) 11 m %32 IFE Q4 10158
TUNPALY  WT-RAS COMMLER CLAL MTG TRUST 133 151 il 1 m 1™ Q4018
Virina Sex urliies with OFTTT <41} 1% 1% (&) PRI 14130 Vaiw  Vidoss

The statement value and estirmted faur vatue of bonds and short-term investments at December 31 are shown
below by matunty (in theusands):

2015 2014
“Sartement  Estmated emen
value fair value value fair valge
Due m one year of lags 3 11046 § 11062 % 17412 § L7457
Drue afier aes year through five vears 180,410 109713 130,091 180.901
Drae after five years through ten yeors —_ —_ 1.760 1.767
Loan-backed arnd or stroctured serurizies 41321 41,402 46,306 46,497

5 251777 § 2131178 8 245569 § 246,622

Actwa] maturrhes wall diffr from contractual rohmities because borrowers may bave the nght to call or
prepay oblizations with or withew! call or prepayment penaliies.

For the years ended Decetnber 31, pet imestment and other income (in thousands) were comprised of the
following (amounts included allocshons from Hospitalz):

2015 2014
Interest and other investmens income - 55920 S 53,509
Interest and other investment expente (53,725} (55.097)
Total net investomens snd other income (Joss) S 2195 § (1,583)

Faor the years ended December 31, 2015 and 2014, Health Plan recarded mmpairment of certain investments
in accordance with the pelicy desenbed m the Sumpmary of Significant Accounring Policies - hrvestments
note. For the years ended December 31, 2015 and 2014, the OTTI totaled $1.1 million and $426 thousand,
respectivaly.

For the years ended December 31, 2015 and 2014, rental income related to administrative and health delwery
nn‘ndhmldmpwz. SSI.inhm:ndSSOJmiIhnn,m:pemﬂy These apwunts are reflected a5 interest
and other mvestment income m the above table.

Dhaing 2015, Health Plan sold, redeemed, or otherwize disposed of short and long-tenm fmvestment= for
$223.0 million and realized gross gans of $563 thowrand and gross loses of $101 thousand Durnng 2014,

]
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Notes to Statuitry Finanmal Statements
December 31, 2015 and 2014

Health Plan sold, redesmed, or othermise disposed of short and long-term imestments for $245.0 milkon
and realired pross gains of $803 thousand and gyoss losses of $3 thousand.

Rezerves for Unpaid Claims and Claim: Adjustment Expense

Unpad claims and clarys ad)eotment expence inciudes both reported and unreparted medical elaims, wineh
have been partally reduced by estimated recoverables for salvage and subrogation and estimated remstranss
recoveries under the PPACA. Unpaid clawm incurred but not reported rmepresent an estmate of claims
incurred for or on behalf of Health Plan's merobers that had not vet been reported to the Health Plan m the
statutory statement of adoutted a=zets, lisbalies, capital, and swplus. Unpad elaims are based on 2 monher
of factors mnchiding hosprial admizgon data and prior clany experience, as well = claims processng
patterns; adjustments, if necessary, are made to medical expense in the penod the actual claims costs are
ultinately determined At December 31, 2015 and 2014, the estumated salvage 2nd subrogation mcluded as
a reduction to unpmd claims and clupe adjustment expence was $337 thousand and $339 thowsand
respectrvely. At December 31, 2015 and 2014, the estimated reinsurance recovenss undar the PPACA and
MIRP meinded as 2 reduction to reserves for unpad clams and elaoy: adjustment expen-s was 52.4 million
and $2.3 eallion respectively.

Claur: adjustment expense reprecents costs mevared melated o the claim settlement process such as costs to
recard, process, and adjust clnne, These expenses are caloulated using a percentage of current medical costs,
winch1s based on histoncal cost expenence.

For the years ended December 31, actmaty in the reserves for wpad clamms and clainy adjustment expence
was a5 follows (in thousands):

pli 2014

Balances at Jamury 1 s 95111 § 78,296
Incured related to:
Current year 2665215 2335486
Pnor years (11.674) {7.385)
Total mcurred 2652541 2.332.101
Paid related to:
Current year 2563956 2246 459
Prior years 79.559 63.827
Total pnd 1643515 2.315,286
Balarce: at December 31 $ 104,137 § 95,111

Amounts incurred related to prior years vary from previoushy estmated habilines as the claims are ulimately
adjudicated and pard. Liabilities are reviewed and revised as informanon regarding actual clums payments
becomes known. Nepative amount= reparted for memred related to prior years result from clasms being
adnudicated and pmd for amounts less than ortpnally estizmated.

X%
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Notes to Statatery Finanmal Statements
December 31, 2015 and 2013

{9y Pendion Plan:
{a) Defined Benefir Plan

Haalth Plan paricipates with affiliated organiztions in a defined benefit pension plan (Plm) covermg
subsantially all its employees. Benefits are based on age at retwemnent, vears of cedded service, and
averape compensation for a specified penod prior to retirement. Contnbubions are mmtended to provide
tot onby for bensfit: atributed to service to date but also for thoze expected to be eamed m tha funme.

For financial reposting purposes, the projected ot credst method 15 used. At December 31, 7015 and
2014, substantially all penzion fund aszets were held 10 a proup trust. At December 31, 2015 and 2014,
the trust’s assets were mvested primanly m fixed-income and equty secumnes, with apprommately
2¥5 and 18% of trust assets, net of labilites, respectively, imvested m alternative myvestments.

The Flan 15 admumtered by KFHF. Plan azsets for Health Plan are not segregated and, accordmgly,
are not dizelozed below. However, KFHP separately aceounts for Health Plan lisbility and expence,

and KFHP allocites pencion expense and relsted prepaid or acerued benefit cozts to Health Plan based
ou partcipant demagraphics and Plan provisions,

At December 31, the fimdsd status of the Plan was 25 follows (in milhons):

2015 2014
Change mn projected benefit cbligation (PBO):
Benefit cbhipation at begnning of year s 16361 § 12,964
Service cost 1,130 879
Inferest cost T3 646
Plan amendments 118 1
Net aﬂ\wﬂ loss (pain) (1,137 2567
Benefit: paid (649) {696)
Benefit obligation at end of year s 16536 $ 16361
Acoummlated benefit obhzation (ABO) at end of vear s 12816 § 12.453
Chanpe m KFHP's, Hoopatals”, and their subsidiaries
share of trust azets:
Far value of plan assets at beginming of year § 2374 § 8503
Actual return on plan assets (165) 627
Contributions 1,589 930
Benefit: pud (649) (696)
Fair value of plan acsets at end of year 10.149 9374
Funded starus $ (6387 3 (6387

The meazurement date used to determine penmon vahuations was December 31,
27




KAISER FOUNDATION HEALTH PLAN OF
THE MID-ATLANTIC STATES, INC.

Notes to Statutary Financial Statements
Decembar 31, 2015 and 2014

At December 31, the allocated funded status of the Plan and the amounts recognized i Health Plan’s

statemnent of financial posrhion were as follows (in thousands):

2015 2014
Funded status allocated to Health Plan s (304,629 $ (333,493)
Diambhes recozmized consist of:
Accrusd benefit cost s (656700 § (65,887)
Lizability for pension benefits (223,513} 215.535)

5 (289.183) § 281.42)

Ammr:.umgmzzd m unazsigned surphs that have
not been recogmized

25 cowponents of net penodic
pension cost:
Net actuarial loss S 238959 § 265371
Pror service cost — 315
238.959 267.606
Unrecopmized oransition habihity (15.436) (32071
Met ameunt= recogmized tn unassipned
surphus s 23513 $ 215,535
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Notes to Statutory Frmanmal Statements
December 31, 2015 and 2014

For the year: ended December 11, pension expence xmounts recognized m sphes allocated to Health
Plan were a= follows (in thousands):

2018 2014
Service cost $ 5629 § 43,085
Interest cost 34,078 30,531
Expected retion an plan assets (33,619 (30.172)
Amorrization of net achuanial loss 17357 6,183
Amantization of prior service cost 2235 5.547
Net penston expente 76,250 35,174
Other changes m plan assets and benefit obhipatons
recogmzed in capital and sophas:

Tran=ition kabihty recomized 36,625 27,570
Net actusrial loss {gain) {%,055) 110,932
Amortization of net actanial loss (17357 {6,183)
Amartization of prior senvice cost (2.235) {3.547)
Total recognized mn nurplus 7978 126,772

Total recopuzed i net pertodic benefit
cost and suphus s 81368 § 181,946

Dung 2016, $12.5 mlbion of net actuanal loss will be amortized from wnaszigned funds nto nst
PENSLON EXPENE,

At December 31, 2015, the anrecogmized transition labihty allecated to Health Plan was as follows
(in thousands):

Amount recognized for the year is the grearer of:

1044 of initial surplus frmpact s 27,570
Net smortizanion components of net periodic benefit cost S 19,592

Amacunt to establish linbility equal to the unfimded ARO S e
Unrecognized mransicon liability at December 31, 2014 b3 (52,071)
Transiton liabilicy recognized 27,570

Additonal transition lhishility recogmized due to net sctuarial pain and

plan amendmenis 9,055
Total transition lisbility recogrived during 2015 36,625
Unrecognizad trapsition lisbility ar December 31, 2013 5 (15.446)




KAISER FOUNDATION HEALTH PLAN OF
THE MID-ATLANTIC STATES, INC.

Notes to Statutary Finanea] Statemment-
December 31, 2015 and 2014

Health Plan will recogruze $15.4 million a= a redurtion to zurplns during 1016,
Actuamal zzsumptions used were a5 follows:
2015 2014

Wl;hudnmgedu:mmenhmn}-] for

calculating pension 4.25% 5.15%
Weighted sverage dism rate for calculating

December 31 PBO 4.70% 4.25%
Weighted average salary scale for caloulstng pension

expense and December 31 PEO 420% 3.20%
Expected lomg-term rate of retum on plan assets for

calculsting pension expense 7.25% 7.25%

Durmng 2016, Health Plan expect: to contribute approcamately $49.6 milhon to the Plan,

The following benefit payments, which reflect expected future service, are expectsd to be pud
{in thousand=):

2016 S 31,200

2017 34,700
2018 38,900
2019 41,500
10 47,300
2021 -2025 258,700

Explanation of Investrnent Strategies and Policies

A total retum mnvestment approach 15 employed for the Plan whereby the Plan mmveszts 1n 2 oux of
equuty, fixed-mncome, and alternatve asset classes to maximize the long-term retwn of plan assets for
2 prudent level of nsk. The mtent of tus strategy 15 to tummizs plan expentes by outperforming plan
habilities over the long . Risk tolerance 1z ectabliched through consideration of plan kabilities, plan
funded status, and corparate financial condition. The mvestment partfolio will consist over tme of 2
varying but diversified blend of equity, fived-income, and altermative investments Diversification
nch&umchbﬂm*mgopﬂmlmﬂm,%ﬂpﬂ:ﬁnﬂmmmdﬁh,plmmﬂm
capial structure, and secunty type. Imvestment sk is measured and monitored on an oogoing basns
through anoual hability measwements, penodic assethabibty studies, and quariesly tnwestment
portfolio reviens. The Plm's mvestment pohcy has restichions relatng to credit quality,
udustry/sector concentration, duration, concentration of ownerthip, and use of derivatives.

Capitat Markst Assumption Alethodology

To determoine the long-term rate of return asmumption for plan assetz, management incorporates
m@mw“htmucmwwmmhxo&edmuﬂm
mvestment borizon Mhnapement's mtent 1 to maxinwrs portfolio efficiency. Thic will be

30
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THE MID-ATLANTIC STATES, INC.

Notes to Statwtory Financial Statements
December 31, 2015 and 2014

accomplished by seekmg the highest retums prudently available among the available asset classes.
Overall partfolio velatiliy iz manaped through diverzification among asset classes. Current market
factars such a5 inflathon and mibsrest rates are evalnated before long-term capital market assumptions
are determuned. From tme to time, management reviews its long-term inmvestment strategy and
reconciles that stratepy with the long-term labihfies of the Plan. This aszet-habihty study produces a
range of expected returns over mednum and Jong-term tims psniods. Those intennediate and long-term
tmestment projections form the bams for the expected long-tenm rate of retarn on assets.

At December 31, 2015, the ectimsted far valus of total penmion st assets - nat by level was as follons
(1o mulboss):

Quoted prices  Significant

in active other Significant
markets for  obiervable unobservable
identical assets inputs inpots
Ievel ] level 1 Ievel 3 Total
Assets;
Cash and cash egivalent: $ He % 1082 § - § L9
Breker recervables —_ 156 — 156
Securiries lecding callveral —_ 1332 —_ 1332
US. equiry securities 4110 365 — 1584
Fareign equiry securitiss 41235 1.616 - 5741
Global equiry fimads — 187 - 187
Debt secummmies issued by the U S
ZOVEImmBRT — 341 - g4l
Debt securties issuad by U S
povemnment cerparations and agercies -_ 0 _ 70
Debt securmies isued by U S. sates
and politcal subdivinens of states _ 199 - 189
Foreim povernmest debt secmimies - 436 - 436
U.S. corperate debt securizies — 3 - 3
Non-U S. corperate debt securisies — 957 - 957
US. ageccy mompape-hacked wecaritiss — 15 _ 159
Noo-US. cked serumities — 40 -_ 0
Other e 1 569 — 510
Alternative mvestments:
Absolate renon - 900 1,249 2149
Private equiry - - 2339 2339
Risk parnty o —_ 507 397
Tomlassets §.453 11.681 4,185 as3
Liabilities:
Broker payablas - 181 - 2
Secutities lemding pavable — 1332 - 1332
Other bbilines 12 117 - 139
Total liabilities 1 1.731 - 1743
Fair value of pensiom must assets - oat $ 8443 5 10950 S 4185 3§ 123578
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THE MID-ATLANTIC STATES, INC.

Notes to Statutery Finanea] Statements
Drecember 31, 2015 and 2014

At December 31, 2015, KFHP'z, Hosprtals’, and ther subadiaries’ share of penmion trust assets was
43.0%, 0r$10.1 tulhon. The remairing share of pension trust assets 15 for mdependent wdical greups
and 2 related party assocated with thece independant medical proups.

AtDecember 31, 2014, the estimated fair value of total pensicn bust assets - net by level was as follows
{m millions):

Quatrd prices  Sigadficant
active other Significant
market: for  observable minrn

idemtical awefs inputs inputs
Jevel 1 leve] 2 level 3 Tatal
Assats.
Cazh and cash equivalents $ B2 S 430§ - § 511
Broker recervables - a1z _— m
Secarities iending collateral —_ 1.593 - 1.593
U5 equity secugities 4.166 201 — 4457
Foreizn equiry securitiss 4,082 L7822 - 5854
Globial aquity fiurds - 438 = 438
Debt secuzinies issusd by the US
EoOVEITment _ 718 —_ 718
Debr secumitias issusd by U S
ZovErEmant corporations and agencies — 03 —_ 03
Debt secarities issued by U S. states
aad political subdivisioss of states — 213 - 3
Foreign povenment debt securiniaes — 537 —_ 537
us. dabt sacuritiss — 3,935 - 3.955
Nen-US. corporate debt securities - L1123 — 1113
US. agency mertgape-backed secusities - m _ 173
Nen-US. agency monrage-backed securiies - 53 — 53
Other 1 621 —_ 622
Alnmatics Investmests
Abschme renzm - 897 L1iB 1ol5
Private equiry — — 1.603 L.603
Risk parity — _ 38 383
Total assets 8341 13,006 3.103 24,543
Broker payables —_ 293 —_ m
Secarities lending payable - 1.593 - 1.5%3
Other Labilmes 15 16¢ — 175
Toaal liabilmiss 15 2046 - 2,061
Fair value of pension ust assets - et s 336 § 1105 9§ 3108 § 22482

At December 31, 2014, EFHP's, Hospitals', and their subadianes” share of pension tust aszets was
4L.7%, or $9.4 billion. The remaining share of pension trust assets 1= for mdependent medical Frowps
and a related party assocuated with these mndependent medical proupes.

i
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Forthe year ended Diecember 31, 2015, the reconcliation of assets with far value measurements usmg
zgnificant unobservable inpuis (level 3) was as follows (m milhion=):

Alternative
investments
Beginnmy balance s 3103
Transfers tnto level 3 -_—
Chacges related to actual return
ots plap assets n
Puwrchases, sales, md
settlemants - net 1.060
Ending balance $ 4.185
Total year-to-date nat pains
related to assets hald
at December 31, 2015 S 2

For the year ended December 31, 2014, the reconciliation of azsets with fair value mez-urement=
usng sgmficant unobservable inputs (level 3) was as follows (in millions):

Debt Alternative

securities investinents Total
Beginnmg balance s 38 2014 S 2017
Tramafers into level 3 - —_ —_
Chacge- related to actual return
on plan assets — ns 218
Purchazes, sales, and
settlernents - net (3 871 868
Ending balance 3 — § 3103 § 3103
Total year-to-date net gns
related to assets held
at December 31,2014 $ — 8 Jig § 218

Durmg the years ended Decamber 31, 2015 and 2014, there were no significant tran<fers of assets with
mputs with quoted prices m achve markets for sdechical azsets (level 1) and 2ssets with tnputs with
zgnificant other observable tputs (level 2).

KE]
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Notes to Statutory Finaneal Statements
December 31, 2015 and 2014

The target asset allocanion and expected long-term rate of retum on assets (ELTRA) for calculatmg
pension expence were a5 follows:

2015 and 2014 2015 and 2014

target range ELTRA
Cash and cash eqgmvalents 0%3-3% 3.00%
Equity seanities 4399-55% §.65%
Debt securities 28%-15% 5.50%
Alrernative investments 10%-25% 7.60%
Total 100% 7.25%

Alternative investments, which mchude absohste retun, nisk panty, and private equity, held in the
pension trust, are reported at net asset value 23 a prachcal expedient for fur value. Abzolute refum
mvestmsnts use advanced mvestment stratesies. mcluding darivatives, to generate posiive long-term
nzk admsted retoms. Private equity orvestments contist of fimds that owake direct imvestments in
prate compamues. Risk panty fimds nse nisk 25 the primary factor to allocate mvestments ameng asset
classes. At December 31, 2015, the trast had ongpinal commnitments related to alternative investments
of $3 4 hillion, of winch $2.4 ballion was mvested, lexving $3.0 billion of mmaining commitments. At
December 31, 2014, the trnt had onppal computments related to alternitive nvestments of
$3.8 bilhon, of which §1.5 ballion was tvested, leaving $2.3 billion of remaining commitments.

Absolute retum, nisk panty, and prvate equty myvestments include redemption restnetions. Absolute
retun and risk parity ivestments requre 10 to 90 day nmitten notice of 1ntent to withdraw and are
often subject to the apmroval and capital requrements of the fimd manager. Absohtte retum and nsk
panty investouents of $663 rillion 2re mbject to lock-up penods of up to 3 years. Private equity
agreements do not include provisions for redenption. Distribations will be recerved as the underhyng
urvestments of the fimd= are ligmdated, wiach 15 expected over the next 11 years.

Certain debt and equaty mvestment fimds have a redenption period of greater than 10 days. Debt and
equity investment finds of $1.4 illicn are redeemable between 10 and 30 days. Equty mvestment
funds of $149 mmlhon have a redesption period of up to 120 dayz.

Health Plan Allocations

Health Plan’s 2015 contributions made, benefits pand, PBO, ABO, and fair value of allocated plan
assets were $76.5 pulbon, $31.0million, $7902 million, $6139 million and $485.6 million,
respectively. Health Plan's 2014 contnbunons made, benafits paid, PBQ, ABO, and fair value of
allocated plan amsets were $43.8 million, $332million, $7809 millien, $594.4 milhor, and
$H7.4 puthion respectrvely.

Defined Conniburion Plans

EFHF admuimcters defined conmbuhon plans for ebgible employees of Health Plan. Employer
contribahons and costs are tymcally based on a percentage of coversd mmployess’ eligible

34
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Notes to Statutory Finanmal Statements
December 31, 2015 and 2014

compenzation. During 2015 and 2014, there were po required employvee contributions. For the years
ended December 31, 2015 and 2014, plan expence allocated to Health Plan, primanly emplover
confnbutions, was $9.8 mithen and $9.3 million. respectively.

Mauki-Employer Plan

Health Plan paricrpates in a mubn-enployer defined benefit pension plan under the terms of a
collechve barpainmp agreement that covers some wnion-represented employees. Some nizks of
participatng m tos mmlt-emplover plan that differ from single-employer plans include:

*  Assets contributed to the pmlt-emplover plan by ons emplover may be uzed to provide bensfits
to employess of other parhpating emplovers.

*  [faparticipating employer stops contnbuting to the plan, the unfunded oblizshon= of the plan
may be bome by the remaminy parhicipating employers.
*  Employers that choose to stop participating 1n a rmlt-employer plan may be requined to pay the
plan an ameunt bazed on the underfimded status of the plan, referred to a3 a withdrawal hability.
Health Plan's particspation m this plan for the anmual peniod ended December 31, 2015 15 ovtlimed m
the table below. The “EIN/PN” colunm provides the Employee Identification Mumber (EIN) and the
three-dipt plan oumber (PN). The most recent Pensicn Protection Act (PPA) zone status available in
2015 and 2014 15 for the plan’s year-end in 2014 and 2013, respectively. The zone statws 15 based oo
wmfonmation that Haalth Plan obtined from publicly available mformation provided by the United
States Department of Labor. Among other factors, plans 1n the red zone are penerally less than £5%
fimded, plans in the yellow zone are between 65% and 80% fimded, and plans in the green zone are at
least 80% funded The ‘FIP/RP Status Pending/Tmplemented” column indicates plans far which a
finamcial moprovement plan (FIF) or a mehabilitahon plan (RP) is either pending or hac been
implementsd The “Health Plm's Contributons to Plan Exceeded More Than 5% of Total
Contribwtions™ cohomns represent those plans whare Haalth Plan was listed in the plans’ Form 5500
a5 providmg more than 5% of the total conmibutions for the plan years histed The last colwzm hists the
expiaton dates of the collective bargaimmny agrssment to winch the plan 15 subject. There kave been
oo sygmuficant change: that affect the comparability of 2015 and 2014 employer expense. Mirgmmm
contributions, based an contract rates, are required to be made menthly.

1o sith Mlan's Comtriimsbens || Kxpiratian |
tw Plas Extseded Mats Tham]| Data ol
A% of Twial Calasien

[ Framed ol vhm BLSOIEE
st Prxipatng

. e s -
(1} At the date the financial statements were tssued, the most vecent Form 5500 zvatlable was for the
plan year ended Japuary 31, 2015,
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Notes to Statutory Financial Statement-
December 31, 2015 and 2014

{10) Postretirement Benefitz Other than Pensions

Cestain employees may become elipble for pestretirement health care and hife innmance benefits while
workmg for Health Plan. Benefits available to retirees through both affihated and unaffilisted prenider
netwurks, vary by employes proup. Postretiuement bealth care benefit: available to retees mclude
suhﬂ&ndlildlmm madical and prezeription drup benefits, dental bensfits, and vision benefits.

The postretirement benefit truct assats for Health Plan are not sepregated and, accordingly, 2re not discloced
beloe. However, KFHP separately aceounts for Health Plan habihty and expence, and EFHP allocates
retirement benefit expen-e and related prepaid or accrued benefit costs to Health Plan based on participant
demopraphics and plan provizions.

Io Jamary 2015, EFHP and Hospitals modified postrefirement bealth care benefit: for certan union
represented employees, Fmployees of Health Plan were not affected by thes plan amendment However, the
postretirement benefit: plan which included 1mion reprecented employees was remeasured using updated
actmanal acoemptions. The mpact of the remeasurement resulted in an merease in lisbilities of $4.2 million.

At December 31, Health Plan's acerued lability for postretirement benefits was as follows (in thouzands):
2015 2014

Change m benefit obligahon:
Benefit ohlipation at bepnning of year S 7352 8§ 53,710
Service cost 4230 2361
Tnterest cost 3172 2537
Plan amendment- 15523 —_
Flan clanfication: — (1,213)
Benefits pasd or provaded (2,102} (1440
Net actunial loss (gaim) {4,756) 16399
Benefit obligstion at end of year 88419 72352
qu'\:llue afplanmi: at bepirming of year 1380 —_
Actua] retem cn plan assets (309} —
Contribution= 21963 3822
Bensfit paid or provided (2.102) (143
Fair value of plan assets at end of year $ 21932 § 1380

Funded status $ (66487 S {69.972)
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2015 2014
Lisbilities recognized consist of:
Accrued benefir cost 5 (19,162 $§ (30,330}
Postretinerment benefit liability {41,098) 21.411)
Total postretirement benefir lishilities recopmized $ {60260) $ (51,841)
Amounrs recopnized in unassigmed surplus that have pot been
rec as componenrs of benefirs expense:
ncruanal loss 5 12799 § 18,036
Prior service cost 34526 21.506
Amounts recopnited in unassigned sarplus 47325 39,532
Urrecognized mansinon Liabiliry 56.223! (18.131)
Net mmounts recognized in unassipned swrplus b 41098 § 21411

The mezvurenwnt date used to determine postretirement benefits valuations waz December 31.

For the year: ended Decemnber 31, postreturement bepefits expente and amount recopnized in swplus were
as follows (m thousand:):

p{) 2014
Service cost s 4230 § 2361
Interest cost 3,172 2537
Expected return an plap aszets (167 —
Amaortiznon of prior service cost 2503 2302
Amcriization of net actuanal loss 957 —
Postretirement bensfits axpense 10.695 7,200
Other chinges m plan assets and benefit obltgations
recoprized m wnasagned surphos:
Tranmihon hability recognized 11,94 4411
Pror service cost 15,523 —_—
Amortizmtion of prior service cost 2.503) 2,302}
Plan clanficatons — (1,213}
Net actuarial loss (gain) {4,280 16,399
Amortization of pet actuanal loss (557) —
Total recopuzed 1o surplus 19.687 17.395
Total recognized in pet penodic benefit cost and
sarplus 5 30382 § 24,495

Draring 2016, $3.6 cullion and $259 thousand of prior service cost and net actuanal less, respectively, will
be amertized from unazsigned awplus mto postretrement benafits expence.
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Dharing 2015, the employer contributions and benefits paid or provided were $22.0 million and $2.1 million,
respectrvely. Dunng 2014, the emplover contribution= and benefits paid or provided were $3.8 million and
$1.4 million, respectively. In December 2014, $1.4 mulhon was deposited 1mto a retirement benefits trust
account to find the postretrement benefits of ceram emplovees. During 2015 and 2014, there were no

participant confribuhons from active employees.

At December 31, 20135, the unrecogmzed tranzhen hability was as follows (in thousands):

Amoiunt recogmized for 2015 is the meater of

10% of 1nthial surplus nmpact

Net amortization companents of pat penodic benefit cost
Unrecognized transition hability at December 31, 2014

Transition habihty recopnized

Additonal tranmition liability recognized due to net actuarial gams

Total transitton habrhity recogmized durmg 2015

Unrecopnized transition habghty at Decamber 31, 2015

Of the $6.2 milhon unrecognized trap=fion habihty at December 31, 2015, Health Plan will recognize
anmmlly at least $3.2 million as a reduction to surphe: and will fully recognize the trananen Lability uo later
than 2017. Recogniticn amounts could chinge dne to actual experience that differs from achuanal
assumptions or if Health Plan chocces to accelerate the reflaction of the unrecopmized transthon habihity.

Artronal assumphons wed were as fallows:

3,198
3460
(18,131)
3,460
8444
11,504

(6,22

2015 2014

Weighred average discount rame used for calculsting non-union

plan postretirement benefits expense from January 1 to December 31 +435% 5.25%
Weighred average discount rawe for calcolsnng wnion plan

postretirement benefits expense from January 1 to Japuary 24 4.35% 5.25%
Weighted aversge discount rate for calculsnng union plsn

benefits expense from January 25 to December 31 3.80% .25%

Woeighted averape discount rate for caloulsnng

December 31 accumulsted postretirement bensfir cblipntion 4.75% +.35%
Expected long-tesm rate of renum on plan assers for

calculanng bensfits expense 7.00% NA
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The following were the azzmmed bealth care cost trend rates wsed to detemine postretirement benefir
expense for the year ended December 31, 2014:

Basic Proscripiine Supplomeatal
medicsl drup Metleare Medicare
P dSPauat Pre-42Pan 48 Part O Dental Part AR Pre-bSPow-43
. ——
lastisl memed rts - M} 2 Tara 6ot 60U (KOS (1] LY -1 34 TOUY 16 00%
Ulmute bend rete AN M § HP 1R 43P 4 5% 431 4 50% T MY,
Frrst yeor & wlume trend rate UG I 22 poiel Pl rid Foa] i o1 +] UG W

The foliowing were the aszmmed kealth care cost trend rates wied to determine the December 31, 2013 and
2015 benefit obhipation and postretirement bensfits expence for the vear ended December 31, 2015:

Bade Prrac rigiiss Supplemntal
edical dreg Medices Mredicare mucdbeat
Fro- i Pou 45 ProaSPen 45 Pan I3 Dental Part ALB PreASTPus43
lactul ead 1o - OIS 130 13 25N LT AT S 400 43 32%% 330073 N
tostual wemd rate - 2013 J300% 13 B O o 4o LR 3% 33073 0N
I/ tavate emd rate A5 4 M 4 12304 L3 4 1rs 4 S0 AN
Fost year & oftsaxs rend iz 2006 3032 e i L} ppi 3 20014 il 2004 7 200

A 1% inerease in the bealth cave medical trend rate would increase the benefit obligation by $7.4 million and
the serice cost plus interest by $663 thow=and A decrease of 1% m the health care medical trend rate would
decrease the benafit obligation by $6.4 million and the service cost phys interest by $562 thousand.

The followang bensfits payment=, which reflect expected fuhure serice, are expected to be paid or provided
(i thouwsand:).

2016 s 2039
2017 24
2018 2476
2019 2812
2020 3,283
2021 - 2025 1373

Explanation of Investment Strategies and Policies

A total retan investment approach v employed for the retrement benefit trust wherelry the assets are
urvested m various asset clazses to maxmmure the long-term return of plan assets for a prudent level of nsk.
The intent of this strategy 15 to miniveize plan expences by outparforming plan habiktes over the lengrun.
Rk tolerance 15 estabhiched throuph conmideration of plan Labilities, plan fimded status, and corparate
finanria] condition. The tmwstment partfohs will conwist over tme of 2 varymg but diversified blend of
equrty, fixed-income and aftermative mrvectments. Diversfication mcludes such factors as geographic
location, equity capitalization mze and style, placerment 1 the capital strocture, and secunty type
Investment nisk 15 measured and momtored on an onpoing basis through asmaal Habibty measurements,
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penodic asethabibty studes. and quaotesly ovestment portfolio reviews. The refirement benefit trost
nvestment policy has restactons relating to credit quality, mdustryfsector concentration, duration
concentration of ownership, and we of denvatives.

Copital Marker Assumption Merhodology

To determine the long-term rate of return assumption for plan accets, munagement incorporates historical
relattopchrpz among the vanows asset clzzses and subclasses to be accessed over the investment horizon
Management”s mtent 1= to manouzs partfolio eficiency. This will be accomplished by seeking the hiphest
returnz prudentty available among the available asset claszes. Overall portfolio volatihty 15 managed
through drversification among asset classes. Cuorent market factors such 25 mflahon and interest rates are
evaluzted before long-term capital market assumpticns are determuned From ims to tme, management
reviews its long-term mvestment strategy and reconciles that strategy wath the long-term habihties of the
Plan. This asset-habihry study produces a range of expected retums over mednem and long-tarm time
penods. Those mtermedizte and long-term mmvestment projections form the basts for the expected
long-term rate of rehun on assets.

At December 31, 2015, the estimated fair valve of total retirement benefit oust azsets by level was as
follows (in millians):

Quoted prices  Significant

in active other
markets for abservable unobservable
identical amets inpats inputs
level 1 Jevel 2 level 3 Total
Assats:

Cash and cash egumaients $ - 3 650 § - 5 650
Alterzative Ervesczsnts:

Risk pariry — 375 340 718

Total assers — 1.025 340 1365
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For the year ended December 31, 2015, the reconcilution of asets with farr valve measarements nsmg
significant unobzervable inputs (level 3) was a5 follows (in millions);

Alternative
investments
Bepmmmg balsice 3 —_
Transfers into level 3 —_
Changes relsred ro actual retumn
on plan assets (10}
Parchases, sales, and
settlements - net 350
Endmp balance - 340
Total year-to-dare net gains
related to assets held
at December 31, 2015 s (10)

The target azcet allocation and expected long term rate of retwn on assets (ELTRA) for caleulating
postretiement benefit: expence were a5 fallows:

1= MlE
target mnge ELTRA
Alternative invesonents 100% 7.00%
Total 10044 7.00%

Ruzk panty imvestments inchude redenpbion restietions. Rizk panty mvestments requirs 10 to 90 day wntten
notice of mtent to withdraw and are often subject to e appwoval and capital requirements of the fund
munager. Rick panty mvestments of $100 vullion are subject to lock-up periods of up to 9 moaths.

Information about Financial Instruments with Concentration of Credit Risk

Financial metruments that potentially subject Health Plan to concentrations of eradit risk consist promanly
of mvestment securities and accounts recetvable, All mvestments in secimties are mumaged within podehnes
establizhed by Health Plan's manapement, which, a5 a nuatter of policy, lumt the amounts that may be
mvested m each type of seomty, with any one 135usr, and m vanous aedit quality clasmfications
Concentration of aedrt n=k with respect to acecunts recesvable 15 imited due to the large cumber of payers
comgmsing Health Plan's axtomes base. Accordingly, at December 31, 2015 and 2014, Health Plan does
not behave any upmficant concentration of credit sk existed.
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(12) Commitnents and Contingencies
(a) Operaring Leases and Purchase Comprirment
Healih Plan leazes pnmanty office space, medical facilities, and equrpment under vanous leazes that
expire through 2036. Certam Jeazes contan rent excalation clauses, options to purchace at appraised
value, and renewal option= for additonal periods. Drring 2015 Health Plan gave notice to exercise its
ophen to purchase the building and land of a facility 1t i corrently leaming. Closing of the pochase i
expected to occur on June 1, 2017 or later. The parchiss price has pot been determined.

At December 31, 2015, punimunn comenittents under zoncancelable leases extending bevand one

year were as follows (m thowsands):

2016 $ 23473
w017 1662
018 18,808
2019 16,158
2020 16,122
Thereafter 49.758

Total s 146,981

For the years ended December 31, total Iaaze expenze for all leases was as follows (in thousands)-

2015 2014
Miciomen reatals S WH5 S 29,153
Imputed rent for cnned and occupied medical and
adounistrative udlding 51.458 49,849
Total s 80903 § 79,002

Health Plan has entered mio long-term agresment= that require certaun mmymim purchases of goods
and services. These coosmitments are at levels that are conststent with normal businecs requirements.

At December 31, 2015, mnmmim purchaze computment: extending bayond one year were a3 follows

{(in thousands):

2016 5 414
2017 —
2018 29
2018 —
2020 —_
Thereafter —

5 436
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Duning 2015 and 2014, Health Plan's total purchases under contracts with minmwen puorchase
commitments were $61 thowsand and $11 thouzand, respectively.

Regulatory

Health Plan is subject to nmmerons and complex bws and regulations of federal, state, and local
government= and accrediation requirements. Complomee wath such lams, resulsions, and
accreditation requirements can be sebject to retrospeciive review and mterpretation, as well as
regulatory actions. These laws and repulations include, but are not pecessaily limited to, requmrements
of tax exsezoption povermment renpburement, povemment progam paticipation, prvacy aod
secuntty, false clamy, ann-kickback, accreditation, healtheare reform, controlled substances, facilities,
andmfessimalhcwm.lurecmtwm. povermment activity has mereazed with respect to
compliance and enforcement actions.

In the ordinary course of bziness operatians, Health Plan 15 subject to penodic retiews, imestigations,
and andts by vanous federal state, and local regulatory agencies and accreditabon agencies,
melndmg, without bmitanon. CMS, USOPM, Occupational Safety and Health Admuistration, Drug
Enforcement Admam-tration ShteB-mnk of Pharpocy, Food and Drug Adminictration, IRS, Natiomal
Commattes for Quality Assurance and state departments of memrancs,

Health Plans compliance with the wide vanety of rules and regulatisns and acereditation requirements
applicable toats busmes: may result m certain remediation activities and re pulatory fines and peralties,
which could be zubstantal Where appropmate, reerves have been established for such manctions.
While monapement behieves thecs reserves are adequate, the cutcome of legal and regulatory matters
15 tnberently uncertain, and 1t 15 pozsible that one or more of the legal or repulatory matiers cumrently
pendmg or threztened could have a material adverse effuct on the financial ponbon or results of
operations.

Lingation

Healtk Plan iz mvohed in lawsuit: and vanous governmental investganons, audits, reviews, and
admim-trative proceedings ansing, for the most part, in the ardinary course of buzines: operations.
Lawswits have been brought under 2 vnde range of laws and include, but are not lumted to, busine=:
disputes, employment and retabiation elame, claims alleming profassional babihity, umproper dclosure
of persenal information. labor dispates, admim-tative regulations, the False Claum: Act, mformation
privacy and HIPAA law=, mental health panty laws, and consumer protection laws. In addtion, Health
Plan mdeswufies the Medical Group against vanous claim, including professional ability clamns
Health Plan records recerves for legal procesding= and regulatory matters where available mformotion
indicates that at the date of the financ1al statements a lozs 15 probable and the amount can be reazonably
estmated. While such reserves reflect management’s best estimate of the probable lozs for such
watters, Health Plan's recorded amount may differ matenially from the actual amenmt of any such
losses.

In the opinion of marapement. based upon current facts and cucumstances, the resolution of thate
matters 15 not expected to have 2 matenial adverse effect on the financial positien or recults of
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operzhon; of Health Pian. The outcome of lshgation and other legal and yepulatory matters is
mhevently uncertain, however, and it is possible that one or more of the legal or regulatory matters
curently pendmg or threatened could have a matenal adverse effect.

{13 Alnimum Capital and Sorplus

Health Plin 15 required to penodically file financial statements with regulatory agences i accordance with
statutory accountmg and reporting prachces. Haalth Plan noist conmply with the regulatory caprtal and sephs
requirement under the regulation of the MIA At December 31, 2015 and 2014, the regulatory eapital and
swphes of Health Plan exceeded the auwthorized control level by approxiomtely $151.8 million and

$93.5 mlhon, respectrvaly.

In accordance with Maryland code, Health Plan must recerve prior wriften approval from the MIA to pay a
drvidend or distributon dunmg 2016 whick, when combined with dridends or distribasions pad within the
preceding 12 months, exceeds the preater of erther (2) 10% of Health Plan’s statutory capital and mwrphos at
December 31, 2015, or (b) Health Plan's net gain from operations on a statutory basis for the year ended
December 31, 2015. Accardmgly, durmg 2016, prior approval from the MIA 15 required for any dividend or
distribtion payment which exceeds $20.9 sallion.

Subardmated notes (the Notes) toued by Health Plan to Hespitals were as follows (in thowsand-):

Amount a5 of Decemnber 31
Izsue date Due date Interest Rate - =

December 28, 2011 December 28, 2018 750% $ 50000 $ 50,000
March 28, 2012 March 28, 2019 7.50% 45,000 45,000
December 28, 2012 December 28, 2019 750% 38,000 38,000
Moarch 28 2014 AMarch 28, 2021 7.50% 31,000 31,000
December 30, 2014 December 19, 202] 5.00% 100,000 100,000
March 31, 2015 March 31, 2022 5.00% 50,000 _
December 30, 2015 December 30, 2022 5.00% 40.000 —_
Total s 354000 S 264,000

Payment of princrpal or mierest 13 subject to approval by the Comymssiener of the MIA. Payment of the
prncipal or mierest of these Notes 15 subordinated to the prior paymest of all general habilshes of Health
Plan and the claims of 1ts palicyhalders, bepeficianies and clumants, and all elasses of ceditars. The Notes
hntbmmudﬂmzwdmhnwyupmlandsmphﬁlwr po zccrned interest has
beex reconded as approval for payment has not been obtxined from the MIA. At December 31, 2015 and
2014, unspproved mterest payable totaled $23 .6 million and $15.0 milhon respectively. The Notes, which
have been 1z5ued to mamntxim rizk-bazed capital requirenmnts, hate been recorded as an mereass to paputal
for statutory purposes. Unapproved interest payable 1 not accrued for statatory puposes. The $40.0 million
recenved in conunction with the subscrdinated note 1ssued on December 30, 2015 was held a5 cashin a single
financial mettuhion at December 31, 2015. The $100.0 million recenved in conjunction with the subssdinated
note 13mued on December 30, 2014 was held a5 cash in a single finsnmal mohtuhen at December 31, 2014,
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Begmmmg Janmary 1, 201 3, Hospitals waived, on a prospective basis, certamn amounts of mterest on the Notes
155ued as of December 19, 2012, and any notes 135ued after December 19, 2012, to the extent mterest dus
per the ternx of the Notes exceeds the cost of dabt to Hespitals, whick is deterrmined on 2 menthly basis. The
warver extends for fowr consecutrve rolling quarters, subject to termunation and reversion by Hospatals.
Hoprtalz wall provide notice 30 days pnor to the start of any quarter, informing Health Plan of the
tercunstion of the waiver and that the intere<t rate nill revert to the rate stated i the Notes, whueh terrunstion
and reversion shall become effective at the end of four consecutive quarters from the date of the notice, The
averape inferest rate charged by Hospitals to Health Plan diming 2015 and 2014 was 2.85% and 2.90%,
respectively.
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(14} Risk-Sharing Provisions of the Affordable Care Act

For the years ended December 31, nskshanng provisions relating to the PPACA and MTRP were as followns
(in thowsands):

2015 2014
2. ACA Permanent Rick Adpstment Program
i  Premium admstments mecervoble due to ACA Risk Adjustment 5 M3 -
U, Risk adiustment wser fees payable for ACA Rick Adyostment o3 32
it Prenuuem adjustmenss payable doe to ACA Risk Adfostmen: 40,000
1v. Reported o5 revemne m preuum for nocidest and heelth contracts
(written ‘collected) due t0 ACA Risk Adjusomest (55.630) _
v. Esported i expenses a5 ACA Rusk Adjustment user fees (incorred paid) 96 32

b ACA Trmsitions] Reinsurance Program

i Amoumfs recoverable for claims paid doe to ACA Esinsurancs and MTRP 3 11843  § 3,165
ii. Amoums recoversbls for clsims umpaid due to ACA Reimaraace

and MTRP (conts-lishdiryy 2380 2296
il Amounss receivable relating to imincured plans for conmrbations

for ACA Reinnurance -_— _
iv. Lisbilities for comribations pysble doe to ACA Reinsurasce - not

reponed as caded premium 20,783 27010
v. Ceded reinsurance pramiomes payable dne to ACA Rensrance 2,540 1162
vi. Lisbility for amonms held under uninagred plans contributions

for ACA Reincurince — —
vi. Ceded reimsurance praminmes doe to ACA Reinarance 2540 1162
viii. Reinnrance recoveries (inceme statsrment) due to ACA Reincmance

md MTRP pryments of sxpected prymenrs 16,763 5461
ix ACA Reinnrmce Contriburions - not reperted as ceded premimm 20,763 27010

¢ ACA Temparary Risk Comidors Program

i Accmed memospective premium doe fom ACA Risk Comidors s 36 § -
ii. Fessrve for rate credits ot policy expenence rating refimds dne to

ACA Risk Corridars —_
ii Effsctof ACA Rick Comidors on pet premiom incomes (prd received) 153 -

iv. Effactof ACA Ritk Comidors on change in reserves for rate cradit _—

114




KAISFR FOUNDATION HEAETH PLAN OF
THE MID-ATLANTIC STATES, INC.

Notes to Statutory Fimancial Statements
December 31, 2015 and 2014

The followmng 15 a roll-forward of prior year FPFACA nsk shanmg provizions as of December 31, 2015 (in
thousand:):

mpochoc) Mndama 4wl
Adirvied Teiring the Peobord ot Foid 2o of
Triwr Year sm e Curren Y anr uy Priwr Year  Frier Vour Comulenns  Cumwnllatv
[ S Y Thatinem Wime Acxmend Acsrid @ Trise ' Trine Balams Malacs
Bullare larsmbai 1| Befure Deapmioy 13 7] Tom Yaar Vit [} Prom
—cfdeiiwiver _ ___ sfthePriwVor _ _Sujechh, Dupesgh, Seeys, faeso risshomy  Prior bisrs
Evcabhe  Fwipbi | Beeiois _ Terciley] Bedebh _fersile) Bervhoble _(Twabde Wt _echubh et

mouivatle - - 51 - 1584y - ™ - A 1

[paaida) = = =5 dtia — AT — it A

Al pmemns Prrgreey — — 54 14 128 sk (14 338} = b *1d 4 =

clatms pud 1ies = L) (LS H - LI = n

8 il g -- 130 - hia - - - -
pyatda Lig - Lags - - i e — -

nd MTHP 141 ILITT Lok W ATE £3%8 - b8 . i fee

Raaarvs Pov rass crusiia of
pelicy smpurissca meng
mfunty — — — — — — = — —

Satmeisl PPACA Rk
Corridery Fegres — - T = L] =) s | - £} s

Toml It PRACA Ridd -

Fhatag Mrowisicon. i 20172 (L] 44 30 e £14 B} 3420 134 2o 0
—— — — —— ——— S ——

Espienation of Adustments

A Mot Nsk Adgusan Pryablsy and Kacaizbies wees raconbod fer the £z time in (2 2015, Gress Racevabibes and Pryabin waregsed in Q3
doe to carying paymant wchadulss.

B. Rassemmes neovenis oo pad cut ot 100" co-mumanes orte rader than 807 as preciomty sumnesd.

€. Rik Comider Raceiabu nwwe mesedad frr the Sz tme = Q1 2008
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(15) Liquidity

At Decembar 31, 2015, due in part to the subardmated notes issued, Health Pian has positive statutory capital
and surplus totaling $209 2 million. The statutory caprial and surplus represents 365% of risk-based capatal.
However, at December 31, 2015, Health Plan's GAAP pot deficit 15 $130.7 mulbion, a decrease of
$10.7 million from December 31, 2014. The decrease in GAAP net deficit 15 primanty due to the net loss of
$7.7 million m 2015 offset by a $19.0 pullion dectesse m pet daficit pertaming to the penzion and
postretirement hiabilities. Health Plan has sufficient liquidity to fiund both operations and capital expenditures
m order to continme a+ a going concem via ifs cash and imvestments. Addinonally, Healﬂxplanha..apmud}
agreement with the parent KFHP and affiliates. m which the parent and Hospitals, without exception,
guarandes all obhigations of Health Plan.
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Soanmory Supplementl Schaduls of Iovesmeny
Informetion - Sommarny nvecmens Schadols

December 31, 2013

Gress imvestment x in the annual statement
of gross of admitted
R mvestinen
Ievestment catepories Amount holdings Amount asels

nds:
US. Trassury securities § 107488558 1229 § 107488568 12282,

Fereipn povermment (mnckiding Canads. excluding
martpape-backed securities) 253.804 003% 153804 [03%
Securities issued by states, teriiories. aod pomessions
and their pobitcal subdivisions mtka US -
States, tervimries, and possestians - pemarzl

obligasions
Politica] subdivizions of states, territaries,
and possessions - perera] chlipions _ — — —
!nwmdmmmu’ﬂm 718502 0.08% 716,502 0.08%
Iedusirial development and ambr oblipations — - = L

145,775 092% 143,775 0.02%

NMA — —
medumwmmmc 600,437 007 600,437 00T

CMOs and REMICs:
Issued or puanmmed by GNMA. FRMA FHIMC,
orVA 95384680 109% 0,538,680 109,
Ismeg‘b} mn—UéiF 3ers and
colateralized . issuad or poamanmed by
GNMA FNMA FHIMC or VA —_ -_ - =
All other 8310797 097 8510797 GETY,

Othar debt ard ather fixed income secarities (puchudne
short term):
Unaffilisted &::;n: SeCuTities (n:l::!l: cradiz
t=nant loans hﬂnl 86825637 007, 86.825.637 001%.
Uznaifaliated foreipn securites (lﬂnﬂ.u; Carada) 30,004 343% 30,004,255 343%
Afflintad sacurities . = = —_

Eﬂ- mierests
m ey funds - — — —_
Praferred stcks:
AfShatad —_—
Unaiffilined — -— o —
Fnut"y?ndedmmcm{u:hﬁn;m

Affilivted
Ubaffilisted - — —_ =

o
i
L)
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Sorutory Supplemertal Scheduls of Irvestme
Informetion - Summary Imesoment Schadale
Decsmber 31, 2015
Admwitted mvested assets as
reported
Grass investment ﬁ' i the annes statement
of grom of :lﬂ:gu'i
mvestment favested
Iavestment catesories Amount holdings Amounl assels
- ) =
Affilired S —_ [_—1 = =k
Unxffikxed —_— —_ —_ —_
Orher equiry interests includmy tangyhle personal
Uraffibiated - — — —
Moartzzre Inans
Cozsmuction and lamd development - - - -
famaly residential propertiss — - - -
Mukifamsly resideatial _ - —_ -
Commercial loans — - — e
Rl astate invesanssn
Propeny ocupied by compamy 543.638.397 66.71% 383638397 56.71%
Propany kel for produrnics of meome 3.800.180 045 3,800,180 043%
Propety keld for sale —_ —_ — —_
Collateral Ioans - - — —
Pohicy loans - — — —
Racerrables for secorisies —_ — —_ -
Cash (overdrafi) and shore-term mvesfments - nat 43245045 484 43145845 404,
Other mvested assats —_ — —_— _
Total muestad azsets S _ 874867977 10000% § B74867877 100 00%

* Gross mvestment holdimps as valed m complisnce with NASC Accounting Pracocer and Procedvre: Manual

Se# accapamying micependent quditess” report.
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Schedule I
Elm FOUNDATION HEALTH PLAN OF

THE MID-ATLANTIC STATES, INC.
Soreery Sopplamenn Scheduls of Invostmmt
Exfrrotes - Brevmeet Risks Eiemreproras
Dacezber 31. 2015
Mh:m“ﬂmuw“mmﬂmmmm 3 _LLILLIT

ﬁhﬂ;n:’hl Largs st xpesures o 1 singls invner baronsr myssmmnt by isreemes creay,
excindiag 3 US. n‘g 5. povemmant apency wcmites, 20d thows U'S. proermem
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EXHIBIT 10

Attestation

I hereby declare and affirm under the penalties of perjury that the facts stated in this
application and its attachments are true and correct to the best of my knowledge,
information and belief.

)/4/20171

Signature ﬂ Date

Name: Peter Mbugua, Senior Consultant, Delivery System Planning
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| hereby declare and affirm under the penalties of perjury that the facts stated in this
application and its attachments are true and correct to the best of my knowledge,
information and belief.

bl 1251

Signature Date '/

Name: Andrew Solberg, CON Consultant
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EXHIBIT 11

CON Application Tables C, E and L

TABLE C. CONSTRUCTION CHARACTERISTICS
INSTRUCTION: I F peojectincludes non-hespital spa ce structures [e.g., parkin g grrge s, medicaloffice buildings, or e nergy plants),

complete an additional Table C for ¢3 ch structure.

NEWCONSTRUICTION

RENOVATION

BASE BUILDING CHARACTERSTICS
1] L] (R e

Checx If apphca D

thes o e TEnovaies)-

CiassA
ChssB
Chs&sC
CesD

4]
£
4

OLI
CIOR]

—r

[Type of Constricion/tenowe Son-
low

=Ag ety M x|l Valabn Seine

[PROJECT sPACE
Tofa| Square Footage

List Number of Feet, Tapplicab®
Toful Summ Fest

FistFoor
Saocand Floar

Thira Fbar
Fourth Foor

FImh Foor

T

Average Square Feet

gl

Perimeter in Linear rest

L inear Fest

Fist Fbar

Sacond Fioar

Third Fbar

1 Foar

Fimn FOOT

Six Foar

Aversge Linear Feat

[V&n Feighi [foor To sawes)

Fist Fbor

Saoard Floor

Third FDor

Floar

£t Foor

Stz Fbar

T

OTHER COMPONENT §

Geowators

List umber

e

$prinkeTs

$quaare Feet Covered

wet Syelem

B Lkl

3

%ummac Wqﬂmfmg% %i
pe 07 Pro; p t
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TABLE E, PROJECT BUDGET

INSTRUCTION® Estimales for Capital Costs (1.a-g). Financing Coats and Other Cash Requiraments {2.a-g). and Working Capitat
Startup Costs (3) must reflact cument cosis as of the date of spptication and inciude alf cosis for consiruction and renovation.
Explain the hasts for construction cost estimates. renovation cost estimates, contingencies, interast durlng consiruction perod, and
inflation in an attachment io the application. See additional instruction in the column (o tha right of the table.

NOJE : fnflation shauid only be included in the Inflation allowence line A.1.e. The value of donated land for the project showd be

Included on Line A.1.8 as a use of funds and on lina B.8 as a source of funds

| Hospital Bullding |  Other Structure | Total
A. USE OF FUNDS Additional instruction for cost categores
1, CAPITAL COSTS
a. Land Purchase | [ 4 $0
b. MNew Construction
1) _Building $0
' These cosls should be consisten! with the Marshall Varuaﬂon
. Service definiion of Group 1 aquip ¢ P
{2) Fixed Equipment 0 instalied on or allached lo the buliding, partola peneraf mnlrac:.
and Included in calculalor costs.
3)_Site and Infrastructure 30
4) Architect/Engineering Fees $0)
5) Permits (Building, Uiilities, Elc.) 301
SUBTOTAL $0 $0 $0| Ensure that SUBTOTAL Inciudes all calegorias under 1.b
c. Renovations
1} Building mmﬂf $500,000
2)_Fixed EQuipment {not included In construction) 0]
3) Architect/Engineering Fees $120.
4) Pemmils (Building, Wililies, Etc ) $49,556]
SUBTOTAL $ 3769,556/ $769,556] Ensure thal SUBTOTAL indudes all calagories under 1.c.
d. Other Capital Costs
1) Mowable Equipment / Fumishings $617,349[ 3617.349|
2) Conlingency Allowance $163.501] $163,501
3) Gross Interest during construction penod $o}
4) PM recharge $199.835 $199,835)
5) T 352,171 §$52.171
6) Terminal Cleaning $138.000 $138.000
SUBTOTAL $7,170,856 $1,170,856| Calculate sum of alt calegories undar 1.d.
Ensure Ihat TOTAL CURRENT CAPITAL COSTS includas aff
TOTAL CURRENT CAPITAL COSTS 30] $1,940,412 $1,940,412 SUBTOTALS above
a. Inflation Allowanca $57.840| Inflation should only be included in this category
Ensure that TOTAL CAPITAL COSTS inchudes TOTAL
TOTAL CAPITAL COSTS 30 $1,540,412 $1:998,3582| 0| SRENT CAPITAL COSTS and inflation Affowsnce
2 F rumclgﬂ Cost and Other Cash Requiromants
Loan Placomant Fees 50
h. Bond Discount 5_5'
c. Legal Feos $0
d. MNon-Legal C Itant Fees 50|
. I.‘ idation of Exlﬂlng Dabt 50
[ Debl Service Resarve Fund £0
9. Other (Specif (Specily/add rows if needed) £0
SUBTOTAL $0] Caicutate sum of alf categories under 2.
Start up cosis are cosis incurred before opening a facilify or new
3. Working Capital Startup Costs 30| senvice that under g Hy pled accounting principles pre
not chargesble a3 operaling expanse or mainlenance.
Ensure thal TOTAL USES OF FUNDS includas TOTAL CAPITAL
TOTAL USES OF FUNDS 59 51,540,412 $1,898,352|COSTS, SUBTOTAL under A 2., and Working Capliat Startup
Costy
8. Sources of Funds —_—
1. Cash $0
e {daniify and explain ihe sowrces, plans, and the hospital’s
2. Philanthropy (to date and expected) $0|experionce regarding iundraising goals under the raspanse o
the Viablilly siandard in Seciion XO( of the CON appiicalion
‘3. Authorized Bonds $0
4, Intarest| from bond p ds listed In #3 50
5. _Mortyag $0)
'6._Working Capital Loans 50|
1. Grants or Appropriations
a. Federal 55|
b. State $0
¢. Local $0

8. Other (Specily/add rows if needed)

0 inciude the value of any donated land for the projact in this
Cﬂ'ﬂﬂ'ﬂfl"

TOTAL SOURCES OF FUNDS

50 sumof alf I under B; Nota that TOTAL
ISOURCES OF FLINDS should match TOTAL USES OF FUNDS

Annual Leass Costa {if applicable)

. Land

5

2. Building

$0)

. Major Movabls Equipment

. Minor Movable Equipment

. Other fadd rows it

cost, and the inlerest rale for the lease.

Describa ihe terms of the lease(s) beiow, Including Informaticn on the fair market walue of the llem(s), and the number of years, annual
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