Agreement on Conditions

(to be incorporated in a Certificate of Public Advantage
to be issued by the Maine Department of Health and Human Services
to MaineHealth and Southern Maine Medical Center
pursuant to the Hospital and Health Care Provider Cooperation Act, 22 M.R.S.A. Ch. 403-A)

The parties and signatories to this Agreement — the Applicants MaineHealth and Southern
Maine Medical Center; and the Intervenors Attorney General and Governors Office of Health
Policy & Finance -- agree that that the Maine Department of Health and Human Services (the
“Department”) may incorporate the conditions set forth below in a Certificate of Public
Advantage to be issued to MaineHealth and Southern Maine Medical Center for their Definitive
Agreement, by which Southern Maine Medical Center would become a member of MaineHealth.

The Intervenors agree that with the conditions set forth below incorporated into the
Certificate, the likely benefits resulting from the membership of Southern Maine Medical Center

in the MaineHealth system as contemplated by the Definitive Agreement outweigh any

disadvantages attributable to any reduction in competition likely to result from the agreement.

CONDITIONS

A. Administrative Savings

1. Commitment: During the initial 24 months following the date upon which SMMC
becomes a member of MaineHealth, MaineHealth and SMMC will achieve
administrative expense savings for SMMC of at least $1 million.

2. Target: MaineHealth and SMMC have established a target of $5 million savings
in administrative expenses for SMMC in the 6 years following the date upon |
which SMMC becomes a member of MaineHealth. At 18 months following the -

date upon which SMMC becomes a member of MaineHealth, MaineHealth will i
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submit a report to the Department, describing the savings to date, and the plan for
achieving the target. The study will include an analysis of the extent to which
savings have been or can be achieved in information technology, employee
benefits, finance and accounting, and other sectors. The Department may
thereafter modify the conditions of the certificate to incorporate the plan proposed
by MaineHealth.

Report: At 48 months and 66 months following the date upon which SMMC
becomes a member of MaineHealth, MaineHealth will report to the Department

-the savings in administrative expenses then achieved. The failure to have

achieved savings for SMMC of at least $2 million for the initial 48 months
following the date upon which SMMC becomes a member of MaineHealth, if not
substantially justified, may be treated as an “unanticipated circumstance” within
the meaning of 22 M.R.S.A. §1845(3)(b).

B. Ambulatory Electronic Medical Record System Deployment

1.

Commitment: Consistent with the objectives of Maine’s 2008-2009 State Health
Plan (April 2008), which identifies the deployment and use of electronic medical
record systems as a state health policy objective, MaineHealth will provide
financial support of at least $2.2 million for the deployment and integration of
ambulatory electronic medical record systems for use by employed and non-
employed members of SMMC’s medical staff during the 6 years following the
date upon which SMMC beccmi}:s a member of MaineHealth,. This amount will
not be recovered by MaineHealth or Southern Maine Medical Center as charges -
from patients or payors. |

Target: Within 48 months following the date upon which SMMC becomes a
member of MaineHealth, MaineHealth and SMMC will have at least fifty (50)
physician members of the SMMC medical staff using ambulatory electronic
medical records.

Report: At 48 months following the date upon which SMMC becomes a member
of MaineHealth, MaineHealth and SMMC will submit a report to the Department
describing the level of electronic medical record system deployment achieved,
and the plan for achieving the targeted level, if not yet achieved. The failure to
achieve the targeted deployment within 48 months, if not substantially justified,
may be treated as an “unanticipated circumstance” within the meaning of 22
M.R.S.A. §1845(3)(b).

C. Access to Care



1. Medical Staff Recruitment and Retention

i, Commitment: MaineHealth will assist SMMC in its efforts to secure
. the administrative and financial resources needed to implement its 5-
year (2008-2013) medical staff recruitment and retention plan, as
modified and approved by the SMMC Board, and as provided in
Section 2.7.1 of the Definitive Agreement.

ii. Reporting: At 24 months, 48 months and 66 months following the
date upon which SMMC becomes a member of MaineHealth, SMMC
will report to the Department on its progress to date in achieving its
medical staff recruitment and retention plan.

2. Access to Primary Care for MaineCarc and Uninsured Patients

i. Commitment: During the six years following the date upon which
SMMC becomes a member of MaineHealth, SMMC will require all
physicians employed by SMMC to accept patients without regard to
the patient’s insurance status or ability to pay, consistent with
SMMC’s charity care policies. During the same period, SMMC’s
charity care policy will continue to provide that person(s) whose
incomes are below 175% of the then current DHHS federal poverty
guidelines will receive free care.

ii. Report: At 24 monthi;;, 48 months and 66 months following the date
upon which SMMC becomes a member of MaineHealth, SMMC will
report to the Department the number of charity care patients and
MaineCare patients served by SMMC- employed physicians.

iii. Feasibility Study: At 18 months following the date upon which
SMMC becomes a member of MaineHealth, MaineHealth and SMMC
will submit to the Department a report analyzing the feasibility of
extending the Care Partners program to eligible residents within
SMMC’s primary service area. The report will propose, as appropriate,
a plan for improving and extending the availability of the Care

Partners program to eligible residents within SMMC’s primary service
area. The Department may thereafter modify the conditions of the
certificate to incorporate the plan proposed.

3. Emergency Department Use




i. Target: By 48 months following the date upon which SMMC becomes
a member of MaineHealth, SMMC will offer the services of a primary
care physician or physician extender for follow-up care to each patient
discharged from SMMC’s emergency department who received non-
emergent ambulatory care and who does not already have a regular
primary care provider,

ii. Interim Program and Report: Beginning 3 months following the date
upon which SMMC becomes a member of MaineHealth, SMMC will
implement a program utilizing the available capacity of current
SMMC-employed primary care physicians to offer follow-up
appointments with and assignments to primary care physicians for
those patients discharged from the SMMC emergency department who
lack a regular primary care provider. At 18 months following the date
upon which SMMC becomes a member of MaineHealth, SMMC will
report to the Department the numbers and percentage of patients
discharged from the SMMC emergency department who were offered
primary care provider access through this program, and changes in
emergency department use at SMMC during the interim program.

iii. Feasibility Study. MaineHealth and SMMC will conduct a study to
determine the feasibility of longer-term measures by which em e1gcncy
department demand at SMMC can be re-routed to lower cost
alternatives without compromise in patient care, and the practicality oI
benchmarks to measure the success of such a plan. At 36 months
following the date upon which SMMC becomes a member of
MaineHealth, MaineHealth and SMMC will report to the Department
the results of their study and on changes in emergency department use
at SMMC during the preceding 36 months. The report will propose, as
appropriate, a plan for achieving any further re-routing of demand

beginning no later than 48 months following the date upon which
SMMC becomes a member of MaineHealth, and any benchmarks by
which to measure the success of such a plan. The Department may
thereafter modify the conditions of the certificate to incorporate the
plan proposed.

D. Quality Improvements

1. Commitment: During the 6 years following the date upon which SMMC becomes
a member of MaineHealth, SMMC will continue its current level of participation.
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in MaineHealth-sponsored clinical integration programs (identified in its October
24, 2008 Joint Application for a Certificate of Need and Certificate of Public
Advantage, pp. 55-56), and SMMC will participate in any new clinical integration
programs hereafter established by MaineHealth for all of its hospital members.
SMMC will publish the results of its participation in such programs in the same
manner and to the same extent as other hospital members of the MaineHealth
system.

2. Report and Plan. At 24, 48 and 66 months following the date upon which SMMC
becomes a member of MaineHealth, MaineHealth and SMMC will report to the
Department on the extent of SMMC’s participation in MaineHealth’s clinical
integration programs, and any gains in quality achieved by SMMC during the

period covered by the report.

E. Clinical Efficiencies

1. Report and Plan. At 24 months following the date upon which SMMC becomes a
member of MaineHealth, MaineHealth and SMMC will report to the Department
the results of their efforts to date to identify any unnecessary redundancies in
current clinical services, and describe any measures deployed to reduce or avoid
such redundancies in future clinical services. The report will propose, as
appropriate, a plan for pursuing additional clinical efficiencies within 48 months
following the date upon which SMMC becomes a member of MaineHealth, and
benchmarks by which to measure the success of such a plan. The Department may
thereafter modify the conditions of the certificate to incorporate the plan
proposed.

2. Follow-up Reporting. At 48 months and 66 months following the date upon which
SMMC becomes a member of MaineHealth, MaineHealth and SMMC will report
to the Department the extent to which benchmarks identified in the plan have
been achieved. The failure to achieve the additional benchmarks starting with 48
months following the date upon which SMMC becomes a member of
MaineHealth, if not substantially justified, may be treated as an “unanticipated
circumstance” within the meaning of 22 M.R.S.A. §1845(3)(b).

F. Limitation on Operating Margin

1. Target. During the term of the certificate, SMMC will set its annual consolidated
budgeted operating margin at a level less than or equal to 3% of its total operating
revenue.



2. Notification. During the term of the certificate, if SMMC’s budgeted consolidated
operating margin exceeds 3% of total operating revenue, SMMC will notify the
Department within 60 days thereafter, and provide an explanation for the reasons
therefore

3. Report. At24 months, 48 months and 66 months following the date upon which
SMMC becomes a member of MaineHealth, SMMC will report to the Department
the extent to which its consolidated operating margin during the period of the
certificate, averaged to an annual basis, has conformed to the target. At 48
months following the date upon which SMMC becomes a member of
MaineHealth, if the average annual consolidated operating margin has exceeded
the targeted level, and is not substantially justified by factors beyond the control
of SMMC, the occurrence may be treated as an “unanticipated circumstance”
within the meaning of 22 M.R.S.A. §1845(3)(b).

G. Report: Any report submitted by MaineHealth or SMMC under the terms of this
Agreement on Conditions shall be simultaneously provided to the Attorney General and
the Governor’s Office of Health Policy & Finance.

H. Review. Supervisory review by the Department will occur at 27 months and at 54 months
following the date upon which SMMC becomes a member of MaineHealth. The
Department may conduct additional supervisory reviews as necessary in response to
reports filed by the applicants in accordance with these conditions.

I. Term: The certificate will expire in 6 years.
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Timetables

# of Months after SMMC

becomes a member of -

MaineHealth

i Aevity R

3 months

SMMC to begin interim program to provide primary care
physicians for ED patients (C.iii.2)

18 months

MaineHealth submission of plan for additional administrative
savings (A.1)

MaineHealth and SMMC report on feasibility of extending Care
Partners program (C.2.1ii)

SMMC report on the numbers and percentage of patients
discharged from the SMMC emergency department who were
offered primary care provider access under interim ED program.
(C.3.10)

24 months

SMMC report on status of physician recruitment plan (C.1.ii)
SMMC report on the number of charity care patients and
MaineCare patients served by SMMC- employed physicians
(C.2:40)

MaineHealth and SMMC report on SMMC participation in
clinical integration programs (D.2)

MaineHealth and SMMC report and plan concerning clinical
efficiencies (E.1)

.. SMMC report on operating margins (F.3)

27 months

‘DHHS supervisory review

36 months

MaineHealth and SMMC feasibility report and plan for optimal
emergency department use (C.3.iii)




# of Months after SMMC
becomes a member of
MaineHealth -

- Activity

48 months

Reports:

MaineHealth report on additional administrative savings
achieved (A.3)

MaineHealth and SMMC report on level of electronic medical
record deployment, and plan for achieving targeted level (B.3)
SMMC report on status of physician recruitment plan (C.1.11)
SMMC report on the number of charity care patients and
MaineCare patients served by SMMC- employed physicians
(C.2.11)

MaineHealth and SMMC report on SMMC participation in
clinical integration programs (D.2)

MaineHealth and SMMC follow-up report on clinical
efficiencies (E.2)

SMMC report on operating margins (F.3)

Targets:

At least fifty (50) physician members of the SMMC medical
staff using ambulatory electronic medical records (B.2)

SMMC will offer the services of a primary care physician or
physician extender for follow-up care to each patient discharged
from SMMC’s emergency department who received non-
emergent ambulatory care and who does not already have a
regular primary care provider (C.3.1)

SMMC average annual operating margin for proceeding four
years at less than or equal to 3% (F.1)

54 months

DHHS supervisory review :

Applicable Benchmarks:
o administrative savings achieved of at least $2
million(A.3)

o electronic medical records deployment — at least 50
physicians (B.3)

o clinical efficiencies (E.2)

o average operating margin (F.3)




# of Months after SMMC S Activity

becomes a member of L

MaineHealth : : . T i :
66 months o MaineHealth report on additional administrative savings

achieved (A.3)

SMMC report on status of physician recruitment plan (C.1.ii)
SMMC report on the number of charity care patients and
MaineCare patients served by SMMC- employed physicians
{C.2.ii)

MaineHealth and SMMC report on SMMC participation in
clinical integration programs (ID.2)

MaineHealth and SMMC follow-up report on clinical
efficiencies (E.2)

SMMC report on operating margins (F.3)

72 months

Expiration of Certificate of Public Advantage (H)




