


Attorney General’s Conditions to Change in Control and Governance of Delano Regional
Medical Center! and Approval of Affiliation Agreement by and between Central California
Foundation for Health and Adventist Health System/West

I.

These Conditions shall be legaily binding on the following entities: Central California
Foundation For Health, a California nonprofit public benefit corporation, Adventist Health
System/West, a California nonprofit religious corporation, Adventist Health Delano, a California
nonprofit religious corporation, any other subsidiary, parent, general partner, limited partner,
member, affiliate, successor, successor in interest, assignee, or person or entity serving in a
similar capacity of Central California Foundation For Health, Adventist Health System/West, or
Adventist Health Delano, any entity succeeding thereto as a result of consolidation, affiliation,
merger, or acquisition of all or substantially all of the real property or operating assets of Delano
Regional Medical Center or the real property on which Delano Regional Medical Center is
located, any and all current and future owners, lessees, licensees, or operators of Delano
Regional Medical Center, and any and all current and future lessees and owners of the real
property on which Delano Regional Medical Center is located.

IL

The transaction approved by the Attorney General consists of the Affiliation Agreement by and
between Central California Foundation For Health and Adventist Health Systermn/West dated
January 4, 2019, Adventist Health System/West’s letter dated February 13, 2019 regarding
Delano Employees During 180-Day Period Post Closing, First Amendment to Affiliation
Agreement, and any and all amendments, agreements, or documents referenced in or attached to
as an exhibit or schedule to the Affiliation Agreement.

All of the entities listed in Condition I shall fulfill the terms of these agreements or documents
including, but not limited to, any exhibits or schedules to the Affiliation Agreement, and shall
notify the Attorney General in writing of any proposed modification or rescission of any of the
terms of these agreements or documents including, but not limited to, the Amended Restated
Articles of Incorporation of Central California Foundation For Health, and Amended and
Restated Bylaws of Adventist Health Delano, and Bylaws of the Governing Board of Adventist
Health Delano attached as Exhibit 2.1(c) to the Affiliation Agreement. Such notifications shall
be provided at least sixty days prior to their effective date in order to allow the Attorney General
to consider whether they affect the factors set forth in Corporations Code section 5923 and
obtain the Attorney General’s approval.

I Throughout this document, the term “Delano Regional Medical Center” shall mean the general
acute care hospital located at 1401 Garces Hwy., Delano, CA 93215-3690 and any other clinics,
laborataries, units, services, or beds included on the license issued to Central California
Foundation For Health by the California Department of Public Health, effective May 29, 2019,
unless otherwise indicated.



IIL

For eleven fiscal years from the closing date of the Affiliation Agreement, Central California
Foundation For Health, Adventist Health System/West, Adventist Health Delano, and all future
owners, managers, lessees, licensees, or operators of Delano Regional Medical Center shall be
required to provide written notice to the Attorney General sixty days prior to entering into any
agreement or transaction to do any of the following:

a) Sell, transfer, lease, exchange, option, convey, manage, or otherwise dispose of Delano
Regional Medical Center; or

b) Transfer control, responsibility, management, or governance of Delano Regional Medical
Center. The substitution or addition of a new corporate member or members of Central
California Foundation For Health, Adventist Health System/West, or Adventist Health Delano
that transfers the control of, responsibility for, or governance of Delano Regional Medical Center
shall be deemed a transfer for purposes of this Condition, The substitution or addition of one or
more members of the governing bodies of Central California Foundation For Health, Adventist
Health System/West, or Adventist Health Delano, or any arrangement, written or oral, that would
transfer voting control of the members of the governing bodies of Central Califomnia Foundation
For Health, Adventist Health System/West, or Adventist Health Delano shall also be deemed a
transfer for purposes of this Condition.

v,

For ten years from the closing date of the Affiliation Agreement, Delano Regional Medical
Center shall be operated and maintained as a licensed general acute care hospital (as defined in
California Health and Safety Code Section 1250) and shall maintain and provide the following
healthcare services at current? licensure and desi gnations and certification with the current types
and/or levels of services, including the following:

a) 24-hour Emergency Services, including a minimum of 10 Emergency Treatment Stations and
designation as an Emergency Department Approved for Pediatrics:

b) Perinatal services, including a minimum of 16 licensed perinatal beds until the completion of
a new obstetrics and delivery facility on Delano Regional Medical Center’s campus as set forth
in Exhibit 3.1 of the Affiliation Agreement. Once completed, Delano Regional Medical Center
is required to maintain no less than 12 separate individual patient rooms with labor, delivery,
recovery, and post-partum beds, and a separate cesarean-section, recovery and observation areas
for the remaining portion of the ten ycars;

¢} Pediatric services, including a designated area of six general acute care beds;

d) Intensive care services, including a minimum of 10 intensive care beds;

? The term “current” or “currently” throughout this document means as of May 29, 2019,



e) Skilled Nursing (D/P) and sub-acute services, including a minimum of 51 licensed skilled
nursing beds; and

f) Women’s healthcare services inctuding women’s reproductive services, mammography
services, those services currently provided at Delano Women’s Medical Clinic located at 1201
Jefferson St., Delano, CA, and those services, policies, and procedures set forth in Exhibit 2.

Central California Foundation For Health, Adventist Health System/West, and Adventist Health
Delano shall not place alt or any portion of the above-listed licensed-bed capacity or services in
voluntary suspension or surrender its license for any of these beds or services.

V.

For ten years from the closing date of the Affiliation Agreement, Delano Regional Medical
Center shall maintain and provide the following healthcare services at current licensure and
designation with the current types and/or levels of services:

a) Nuclear medicine services;

b) Occupational therapy; -

c¢) Outpatient Clinic ~Wasco Medical Plaza & Urgent Care, located at 2300 7 St., Wasco, CA;
d) Outpatient Clinic ~Delano Urgent Care Clinic, located at 1201 Jefferson St., Delano, CA;
¢) Outpatient Clinic — Delano Wound Care Clinic, located at 1519 Garces Hwy., Delano, CA:
f} Radiology services;

g) Diagnostic imaging;

h) Physical therapy;

i} Podiatry services;

J) Social services;

k) Speech pathology;

1) Blood bank services;

m) Dialysis services;

n} Pathology services; and

o) Sleep lab services,

VI

For five years from the closing date of the Affiliation Agreement, Central California Foundation
For Health, Adventist Health System/West, and Adventist Health Delano shall:

a) Be certified to participate in the Medi-Cal program at Delano Regional Medical Center;

b) Maintain and have Medi-Cal Managed Care contracts with the below listed Medi-Cal
Managed Care Plans to provide the same types and/or levels of emergency and non-emergency
services at Delano Regional Medical Center to Medi-Cal beneficiaries {both Traditional Medi-
Cal and Medi-Cal Managed Care) as required in these Conditions, on the same terms and
conditions as other similarly situated hospitals offering substantially the same services, without
any loss, interruption of service or diminution in quality, or gap in contracted hospital coverage,
unless the contract is terminated for cause:



i) Local Initiative: Kern Family Health Care or its successor; and
il Commercial Plan: Health Net Community Solutions, Inc. or its successor;

¢) Be certified to participate in the Medicare program by maintaining a Medicare Provider
Number to provide the same types and/or levels of emergency and non-emergency services at
Delano Regional Medical Center to Medicare beneficiaries (both Traditional Medicare and
Medicare Managed Care) as required in these Conditions; and

d) Be certified to participate in the TRICARE program to provide the same types and/or levels
of emergency and non-emergency services at Delano Regional Medical Center to TRICARE
beneficiaries as required in these Conditions.

VII,

For six fiscal years from the closing date of the Affiliation Agreement, Central California
Foundation For Health, Adventist Health System/West, and Adventist Health Delano shall
provide an annual amount of Charity Care (as defined below) at Delano Regional Medical Center
equal to or greater than $522,542 (the Minimum Charity Care Amount). For purposes hereof,
the term “charity care” shall mean the amount of charity care costs (not charges) incurred by
Central California Foundation For Health, Adventist Health System/West, and Adventist Health
Delano in connection with the operation and provision of services at Delano Regional Medical
Center. The definition and methodology for calculating “charity care” and the methodology for
calculating “costs” shall be the same as that used by the Office of Statewide Health Planning
Developraent (OSHPD) for annual hospital reporting purposes.’

Central California Foundation For Health, Adventist Health System/West, and Adventist Health
Delano shall use and maintain a charity care policy that is no less favorable than Adventist
Health System/West’s Patient Billing: Financial Assistance Policy (Policy No. PFS-112 effective
December 29, 2015) (Financial Assistance Policy) and in compliance with California and
Federal law.

Central California Foundation For Health, Adventist Health System/West, and Adventist Health
Delano’s obligation under this Condition shall be prorated on a daily basis if the closing date of
the Affiliation Agreement is a date other than the first day of Central California Foundation For
Health, Adventist Health System/West, or Adventist Health Delano’s fiscal year.

For the second fiscal year and each subsequent fiscal year, the Minimum Charity Care Amount

shall be increased (but not decreased) by an amount equal to the Annual Percent increase, if any,
in the 12 Months Percent Change: All Items Consumer Price Index for All Urban Consumers in
U.S. City Average Base Period: 1982-84=100 (as published by U.S. Bureau of Labor Statistics).

If the actual amount of charity care provided at Delano Regional Medical Center for any fiscal
year is less than the Minimum Charity Care Amount (as adjusted pursuant to the above-

* OSHPD defines charity care by contrasting charity care and bad debt. According to OSHPD,
“the determination of what is classified as . . . charity care can be made by establishing whether
or not the patient has the ability to pay. The patient’s accounts receivable must be written off as
bad debt if the patient has the ability but is unwilling to pay off the account.”
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referenced Consumer Price Index) required for such fiscal year, Central California Foundation
For Health, Adventist Health System/West, and Adventist Health Delano shall pay an amount
equal to the deficiency to one or more tax-exempt entities that provide direct healthcare services
to residents in the Delano Regional Medical Center’s service area (8 ZIP codes), as defined on
page 31 of the Delano Regional Medical Center’s Health Care Impact Statement, dated April 26,
2019, and attached hereto as Exhibit 1. Such payment(s) shall be made within six months
following the end of such fiscal year.

VIHI.

Within 90 days from the closing date of the Affiliation Agreement, Central California
Foundation For Health, Adventist Health System/West, and Adventist Health Delano shall take
the following steps to ensure that patients at Delano Regional Medical Center are informed about
Adventist Health System/West’s Patient Billing: Financial Assistance Policy (Policy No. PFS-
112 effective December 29, 2015):

a)

b)

d)

f)

A copy of the Financial Assistance Policy and the plain language summary of the Financial
Assistance Policy must be posted in a prominent location in the emergency room, admissions
area, and any other location in Delano Regional Medical Center where there is a high volume
of patient traffic, including waiting rooms, billing offices, and outpatient service settings;

A copy of the Financial Assistance Policy, the Application for Financial Assistance, and the
plain language summary of the Financial Assistance Policy must be posted in a prominent
place on Delano Regional Medical Center’s website;

If requested by a patient, a copy of the Financial Assistance Policy, Application for Financial
Assistance, and the plain language summary of the Financial Assistance Policy must be sent
by mail at no cost to the patient;

As necessary and at least on an annual basis, Delano Regional Medical Center will place an
advertisement regarding the availability of financial assistance at Delano Regional Medical

Center in a newspaper of general circulation in the communities served by Delano Regional
Medical Center, or issue a Press Release to widely publicize the availability of the Financial
Assistance Policy to the communities served by Delano Regional Medical Center;

Delano Regional Medical Center will work with affiliated organizations, physicians,
community clinics, other health care providers, houses of worship, and other community-
based organizations to notify members of the community (especially those who are most
likely to require financial assistance) about the availability of financial assistance at Delano
Regional Medical Center; and

All staff that interacts with patients and their families concerning payment of services shail
be given annual training to make patients and their families aware of and informed of the
Financial Assistance Policy.











http://www.dhcs.ca.aov/provgovpart/Pages/HOAF.aspx
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