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Introduction & Purpose
 

On September 2, 2016, pursuant to Title 11, California Code of Regulations, Section 999.5, subdivision 

(h), Hoag Memorial Hoag Presbyterian, a general acute care hospital with campuses located in Newport 

Beach, California and Irvine, California, submitted a request to modify Condition IV (b) set forth in the 

California Attorney General’s “Conditions to Approval of Affiliation Agreement by and between Hoag 

Memorial Hospital Presbyterian, Covenant Health Network, Inc., St. Joseph Health System, Mission 

Hospital Regional Medical Center, St. Jude Hospital, St. Joseph Hospital of Orange, and St. Mary 

Medical Center.” The California Attorney General’s decision, dated February 8, 2013, requires Hoag 

Memorial Hospital Presbyterian to provide 31 licensed intensive care beds for five years under Condition 

IV (b) as set forth below: 

IV. 

For five years from the closing date of the Affiliation Agreement, Hoag Memorial Hospital Presbyterian 

shall be operated and maintained as two licensed general acute care hospitals (as defined in 

California Health and Safety Code Section 1250) and shall maintain and provide the following health 

care services: 

a)	 Twenty-four hour emergency medical services as currently licensed (minimum of 58 Emergency 

beds/stations at the Newport Beach Hospital and 14 Emergency beds/stations at the Irvine 

Hospital) with the same types and levels of services as currently provided1; 

b)	 Intensive Care services as currently licensed (minimum of 31 beds at the Newport Beach Hospital 

and 12 beds at the Irvine Hospital) with the same types and levels of services as currently 

provided; 

c) Coronary Care services as currently licensed (minimum of 12 beds at the Newport Beach 

Hospital) with the same types and levels of services as currently provided; 

d) Obstetrical services as currently licensed (minimum of 70 beds at the Newport Beach Hospital) 

with the same types and levels of services as currently provided; 

e) Neonatal Intensive Care services as currently licensed (minimum of 21 beds at the Newport 


Beach Hospital) with the same types and levels of services as currently provided; and 


f) Chemical Dependency Recovery services as currently licensed (minimum of 21 beds at the 


Newport Beach Hospital) with the same types and levels of services as currently provided. 

Hoag Memorial Hospital Presbyterian shall not place all or any portion of its above-listed licensed-bed 

capacity or services in voluntary suspension or surrender its license for any of these beds or services. 

1 The term “currently provided” means types and levels of services provided as of October 1, 2012. 
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Hoag Memorial Hospital Presbyterian’s request to modify Condition IV( b) seeks a reduction of the 

number of required intensive care beds “so as to permit Hoag to de-license twelve (12) Intensive Care 

Unit (ICU) beds at its Newport Beach campus that are currently wholly unutilized and to use the space to 

add eighteen (18) acute rehabilitation beds (IRF) that are needed by the community2.” Hoag Memorial 

Hospital Presbyterian will continue to operate the remaining 19 intensive care beds at the Newport Beach 

location, as well as the 12 licensed intensive care beds at the Irvine location. 

Vizient, Inc. (Vizient) was retained to prepare this report for the Office of the California Attorney General 

to analyze Hoag Memorial Hospital Presbyterian’s request to reduce the number of required intensive 

care beds as set forth in Condition IV (b). In preparation of this report, Vizient, Inc. performed the 

following: 

	 A review of Hoag Memorial Hospital Presbyterian’s request to modify Condition IV (b) dated 

September 1, 2016 and submitted to the Office of the California Attorney General; 

	 An analysis of utilization and service information provided by the California Office of Statewide 

Health Planning and Development (OSHPD); and 

	 A review of service area trends to determine if similar charity care and payer mix patterns are 

occurring at other area hospitals. 

2 Hoag Memorial Hospital Presbyterian’s Request for Modification of Condition of Consent is available in full on the California 
Attorney General’s website at https://oag.ca.gov/charities/nonprofithosp. 
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Background & History
 

In 1940, George Hoag, Sr., his wife, Grace, and their son, George Hoag II, established the George Hoag 

Family Foundation. In 1950, they donated the funds to begin constructing Hoag Memorial Hospital 

Presbyterian, which opened in 1952. Today, Hoag Memorial Hospital Presbyterian has two hospital 

locations under one license, located at 1 Hoag Drive in Newport Beach and 16200 Sand Canyon Avenue 

in Irvine. The Newport Beach and Irvine locations are currently licensed for a total of 527 beds3. In 2010, 

Hoag Memorial Hospital Presbyterian opened the affiliated 70-bed Hoag Orthopedic Institute on a 

separate license. 

In 2011 and 2012, board leadership and senior administration from St. Joseph Health System and Hoag 

Memorial Hospital Presbyterian engaged in discussions regarding the creation of a managed system of 

care in Southern California.  On June 28, 2012, St. Joseph Health System and Hoag Memorial Hospital 

Presbyterian entered into a letter of intent to develop an integrated healthcare delivery system. On August 

15, 2012, St. Joseph Health System and Hoag Memorial Hospital Presbyterian announced the proposed 

affiliation of Hoag Memorial Hospital Presbyterian, a California nonprofit public benefit corporation, St. 

Joseph Health System, a California nonprofit public benefit corporation, Mission Hospital Regional 

Medical Center, a California nonprofit public benefit corporation, St. Jude Hospital, a California nonprofit 

public benefit corporation, St. Joseph Hospital of Orange, a California nonprofit public benefit corporation, 

St. Mary Medical Center, a California nonprofit public benefit corporation, and Covenant Health Network, 

Inc., a California nonprofit public benefit corporation that was newly formed by Hoag Memorial Hospital 

Presbyterian and St. Joseph Health System as a regional holding company. 

On October 22, 2012, Hoag Memorial Hospital Presbyterian submitted notice of the proposed affiliation 

and requested the California Attorney General’s consent. MDS Consulting, now Vizient, was retained by 

the Office of the California Attorney General to prepare a healthcare impact statement to describe the 

possible effects that the proposed affiliation could have on the communities served by Hoag Memorial 

Hospital Presbyterian. On December 28, 2012, the healthcare impact statement was issued. On February 

8, 2013, the California Attorney General issued her decision granting conditional consent to the proposed 

affiliation4. Hoag Memorial Hospital Presbyterian’s fiscal year is from July 1 to June 30. 

Today, Hoag Memorial Hospital Presbyterian provides a broad range of services, including oncology 

services, cardiology services, vascular services, women’s health services, and emergency services, to 

the residents of Newport Beach, Irvine, and Orange County. 

3 The hospital license is available in the Appendix of this report. 
4 The Attorney General’s Decision is available in full on the California Attorney General’s website at 
https://oag.ca.gov/charities/nonprofithosp. 
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Service Area Definition
 

Based upon Hoag Memorial Hospital Presbyterian’s 2014 inpatient discharges, its service area is 

comprised of 49 ZIP Codes from which 80% of its inpatient discharges originated. Approximately 31% of 

Hoag Memorial Hospital Presbyterian’s discharges originated from the top five ZIP Codes that are located 

in Costa Mesa, Huntington Beach, and Newport Beach. In 2014, Hoag Memorial Hospital Presbyterian’s 

market share in the service area was approximately 17% based on total area discharges. 

ZIP Codes Community Total Discharges % of Discharges

Cumulative % of 

Discharges

Total Area 

Discharges

Market 

Share

92627 Costa  Mesa 2,358 9.1% 9.1% 4,812 49.0%

92646 Huntington Beach 1,618 6.2% 15.3% 4,885 33.1%

92626 Costa  Mesa 1,541 5.9% 21.2% 4,023 38.3%

92660 Newport Beach 1,389 5.3% 26.6% 2,543 54.6%

92648 Huntington Beach 1,093 4.2% 30.8% 3,809 28.7%

92663 Newport Beach 905 3.5% 34.2% 1,579 57.3%

92620 Irvine 839 3.2% 37.5% 2,732 30.7%

92647 Huntington Beach 782 3.0% 40.5% 5,430 14.4%

92612 Irvine 707 2.7% 43.2% 1,880 37.6%

92708 Fountain Val ley 701 2.7% 45.9% 5,054 13.9%

92649 Huntington Beach 690 2.7% 48.5% 3,051 22.6%

92604 Irvine 615 2.4% 50.9% 1,994 30.8%

92625 Corona Del  Mar 592 2.3% 53.2% 1,065 55.6%

92618 Irvine 560 2.2% 55.3% 1,724 32.5%

92614 Irvine 505 1.9% 57.3% 1,331 37.9%

92683 Westminster 429 1.6% 58.9% 8,051 5.3%

92603 Irvine 360 1.4% 60.3% 960 37.5%

92780 Tustin 352 1.4% 61.7% 4,154 8.5%

92606 Irvine 348 1.3% 63.0% 1,303 26.7%

92656 Al iso Viejo 321 1.2% 64.2% 3,151 10.2%

92602 Irvine 298 1.1% 65.4% 1,105 27.0%

92782 Tustin 296 1.1% 66.5% 1,366 21.7%

92630 Lake Forest 293 1.1% 67.6% 4,416 6.6%

92657 Newport Coast 279 1.1% 68.7% 551 50.6%

92677 Laguna Niguel 274 1.1% 69.8% 4,737 5.8%

92704 Santa  Ana 267 1.0% 70.8% 6,382 4.2%

92651 Laguna Beach 266 1.0% 71.8% 1,980 13.4%

92705 Santa  Ana 246 0.9% 72.8% 3,579 6.9%

92692 Miss ion Viejo 201 0.8% 73.5% 3,806 5.3%

92691 Miss ion Viejo 189 0.7% 74.3% 4,194 4.5%

92707 Santa  Ana 185 0.7% 75.0% 4,330 4.3%

92637 Laguna Woods 174 0.7% 75.6% 3,616 4.8%

92653 Laguna Hi l l s 162 0.6% 76.3% 2,454 6.6%

92661 Newport Beach 162 0.6% 76.9% 278 58.3%

92688 Rancho Santa  Margari ta 156 0.6% 77.5% 2,705 5.8%

92679 Trabuco Canyon 153 0.6% 78.1% 1,870 8.2%

92662 Newport Beach 143 0.5% 78.6% 245 58.4%

92629 Dana Point 97 0.4% 79.0% 2,412 4.0%

92703 Santa  Ana 74 0.3% 79.3% 5,294 1.4%

92617 Irvine 55 0.2% 79.5% 280 19.6%

92659 Newport Beach 49 0.2% 79.7% 76 64.5%

92658 Newport Beach 45 0.2% 79.9% 105 42.9%

90742 Sunset Beach 29 0.1% 80.0% 115 25.2%

92655 Midway Ci ty 28 0.1% 80.1% 930 3.0%

92619 Irvine 17 0.1% 80.1% 60 28.3%

92623 Irvine 17 0.1% 80.2% 46 37.0%

92615 Huntington Beach 14 0.1% 80.3% 72 19.4%

92628 Costa  Mesa 14 0.1% 80.3% 58 24.1%

92607 Laguna Niguel 8 0.03% 80.3% 47 17.0%

Subtotal 20,896 80.3% 120,640 17.3%

Other ZIPs 5,113 19.7%

Total 26,009 100.0%

Note: Excludes normal newborns

Source: OSHPD Patient Discharge Database

HOAG MEMORIAL HOSPITAL PRESBYTERIAN PATIENT ORIGIN: 2014
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Service Area Map
 

Hoag Memorial Hospital Presbyterian’s service area includes approximately 1.6 million residents. There 

are 12 hospitals5 located within Hoag Memorial Hospital Presbyterian’s service area and five additional 

hospitals located outside of the service area that are important providers of healthcare services to service 

area residents. 

5 Of the 12 hospitals located in the service area, data for one of the hospitals, Hoag Orthopedic Institute, was excluded from the 
analysis because it does not have any licensed intensive care beds. Data for five hospitals located outside of the service area 
(Chapman Global Medical Center, Los Alamitos Medical Center, Garden Grove Hospital & Medical Center, St. Joseph Hospital – 
Orange, and UC Irvine Medical Center) was included in the analysis because these hospitals are important providers of healthcare 
services to service area residents. 
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Intensive Care Capacity: Market Analysis
 

Between FY 2011 and FY 2015, the number of intensive care beds at the 15 area hospitals close to Hoag 

Memorial Hospital Presbyterian decreased by approximately 3% from 392 intensive care beds to 380 

intensive care beds. The number of patient days decreased by approximately 10%, resulting in an 8% 

decrease in occupancy to an overall rate of about 50%. This means that, on average, area hospitals had 

approximately 190 licensed beds that were vacant and available for additional intensive care patients. 

In FY 2015, Hoag Memorial Hospital Presbyterian’s 31 licensed intensive care beds comprised 

approximately 8% of the area’s 380 intensive care beds and also ran at an average occupancy of only 

about 50% (a decrease of 8% since FY 2011). In FY 2015, 10 of the 15 area hospitals reported 

occupancy rates of less than 60%, indicating that there is availability and accessibility of intensive care 

services at area hospitals to serve additional intensive care patients. 

Licensed Beds Patient Days Discharges Occupancy Licensed Beds Patient Days Discharges Occupancy

Hoag Memorial Hospital Presbyterian
1 31 6,118 235 54.1% 31 5,641 260 49.9%

Hoag Hospita l  Irvine 1 12 2,009 134 45.9% 12 1,708 166 39.0%

Orange Coast Memoria l  Medica l  Center 21 5,569 396 72.7% 21 5,502 487 71.8%

South Coast Global  Medica l  Center 9 1,581 158 48.1% 9 1,255 272 38.2%

Huntington Beach Hospita l 12 2,439 218 55.7% 12 1,837 484 41.9%

Fountain Val ley Regional  Hospita l  & Medica l  Center 25 8,606 509 94.3% 25 8,845 566 96.9%

Foothi l l  Regional  Medica l  Center 15 1,748 50 31.9% 15 9 2 0.2%

Orange County Global  Medica l  Center 34 6,949 603 56.0% 34 7,960 1,917 64.1%

Chapman Global  Medica l  Center 12 1,206 256 27.5% 12 1,018 440 23.2%

St. Joseph Hospita l  - Orange 32 3,220 235 27.6% 20 636 140 8.7%

Univers i ty of Ca l i fornia , Irvine Medica l  Center 76 14,491 2,120 52.2% 76 14,631 2,738 52.7%

Garden Grove Hospita l  & Medica l  Center 12 3,158 180 72.1% 12 2,520 178 57.5%

Saddleback Memoria l  Medica l  Center 38 7,678 495 55.4% 38 6,112 569 44.1%

Los  Alamitos  Medica l  Center 17 5,859 536 94.4% 17 6,165 604 99.4%

Miss ion Hospita l  Regional  Medica l  Center2 46 6,617 536 39.4% 46 5,398 413 32.2%

Total 392 77,248 6,661 54.0% 380 69,237 9,236 49.9%

Source: OSHPD Annual Disclosure Reports, FY 2011-2015

1 OSHPD Alirts Annual Utilization Reports, CY 2011-2015

2 Mission Hospital Regional Medical Center & Mission Hospital Laguna Beach operate under one hospital license

Note: Discharges include discharges directly from the hospital and excludes intra-hospital transfers. According to OSHPD, an intra-hospital transfer is "an in-house discharge from one level of care 

to another level of care, usually from intensive care to medical/surgical acute care. The patient is moved to another care unit, but not discharged from the hospital. These are also called service 

discharges."

 INTENSIVE CARE UTILIZATION: FY 2011-2015

FY 2011 FY 2015
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Intensive Care Capacity: Internal Analysis
 

Hoag Memorial Hospital Presbyterian’s 31 licensed intensive care beds are divided into three units: 1 

south (11 beds), 4 west (8 beds), and 3 west (12 beds). For the last two years, the 12 beds in 3 west 

have not been utilized, and all of Hoag Memorial Hospital Presbyterian’s intensive care patients have 

been treated in the other two units (1 south and 4 west). Further, between FY 2011 and FY 2015, 

intensive care patient days at Hoag Memorial Hospital Presbyterian have decreased by approximately 

8%, and the average length of stay6 and average daily census have decreased by 4% and 8%, 

respectively. Hoag Memorial Hospital Presbyterian’s intensive care services are an important resource for 

supporting Hoag Memorial Hospital Presbyterians surgical services. However, inpatient surgeries at Hoag 

Memorial Hospital Presbyterian have decreased by nearly 30% over the five-year period, while outpatient 

surgeries have increased by nearly 24%. 

Based on the current volume of discharges, patient days, and length of stay, a reduction from 31 licensed 

intensive care beds to 19 intensive care beds would result in an average occupancy of 81%. While the 19 

intensive care beds would still provide sufficient capacity for intensive care patients at Hoag Memorial 

Hospital Presbyterian, it is likely that availability and accessibility of intensive care services would 

continue to increase as a result of a continued trend of declines in inpatient surgeries and patient days. 

2011 2012 2013 2014 2015

Licensed Beds 31 31 31 31 31

Patient Days 6,118 6,439 6,402 6,039 5,641

Discharges1 235 280 267 205 260

Average Length of Stay2 2.6 2.5 2.5 2.6 2.5

Average Daily Census 17 18 18 17 15

Occupancy 54.1% 56.9% 56.6% 53.4% 49.9%

Inpatient Surgeries 7,921 5,862 6,111 4,432 5,630

Outpatient Surgeries 5,401 7,027 7,139 5,204 6,692

Sources: OSHPD Alirts Annual Utilization Reports, 2011-2015  & OSHPD Disclosure Reports, 2011-2015

2 Average length of stay is calculated using both direct hospital discharges and intra-hospital transfers

 INTENSIVE CARE SERVICE VOLUMES: FY 2011-2015

1 Discharges include discharges directly from the hospital and excludes intra-hospital transfers. According to OSHPD, an intra-hospital 

transfer is "an in-house discharge from one level of care to another level of care, usually from intensive care to medical/surgical acute 

care. The patient is moved to another care unit, but not discharged from the hospital. These are also called service discharges."

6 According to the Society of Critical Care Medicine, “Intensive care unit (ICU) length of stay (LOS) has been estimated at 3.8 days 
in the United States. However, it varies depending on patient and ICU attributes.” 
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Intensive Care Utilization Projections
 

Between 2013 and 2015, intensive care patient days per 1,000 decreased slightly in Orange County from 

41.0 to 40.7, slightly above the State of California average of 39.3 in 2015. In Hoag Memorial Hospital 

Presbyterian’s service area7, intensive care patient days per 1,000 have decreased by approximately 

10% from 46.4 in 2013 to 41.6 in 2015. The intensive care patient days per 1,000 and the intensive care 

inpatient admissions per 1,000 are similar in both Orange County and Hoag Memorial Hospital 

Presbyterian’s service area and slightly higher than the State of California averages. 

Intensive Care Utilization

2013 2014 2015 2013 2014 2015 2013 2014 2015

Population Estimates 38,120,064 38,408,766 38,697,469 3,091,540 3,118,643 3,145,745 1,571,519 1,586,645 1,601,772

Patient Days per 1,000 People 39.0 38.9 39.3 41.0 38.8 40.7 46.4 41.3 41.6

Inpatient Admissions per 1,000 People 2.8 2.9 2.9 3.4 3.0 3.3 3.4 3.1 3.3

Total Patient Days 1,485,708 1,494,455 1,519,292 126,764 120,980 128,098 72,984 65,568 66,644

Source: OSHPD Hospital Annual Utilization Data, 2013-2015

State of California Orange County Service Area

The population in Hoag Memorial Hospital Presbyterian’s service area currently utilizes approximately 

66,600 patient days of intensive care. This represents an average daily census of 183 patients. Because 

hospitals have daily and seasonal variations in demand and the population will continue to grow, hospitals 

often plan intensive care units based upon an average occupancy of 75%8. Utilizing this percentage 

means that 243 licensed beds are currently needed for the average daily census of 183 intensive care 

patients. By 2021, with population growth and based on current use rates, the service area would only 

utilize 15 more beds, indicating that there is no projected future need to add additional intensive care 

beds. If there was a reduction from 31 licensed intensive care beds to 19 intensive care beds at Hoag 

Memorial Hospital Presbyterian, area hospitals would provide 368 (380-12=368) licensed beds that would 

be available for current bed needs (183 beds) and future capacity (193 beds). Even if current bed needs 

and future bed needs were projected based upon 75% occupancy (243 beds and 258 beds, respectively), 

there would still be significant excess capacity. 

Year Pouplation (1,000s) Patient Days Patient Days Per 1,000 Average Daily Census Beds Needed (Based Upon 75% Occupancy)

2015 1601.8 66,644 41.6 183 243

2021 1697.2 70,604 41.6 193 258

Source: OSHPD Financial Pivot Tables & Alirts Annual Utilization Reports

Note: 2021 patient days and census data based on 2015 use rates

7 For the purpose of analyzing service area bed needs and intensive care utilization rates, hospitals located within Hoag Memorial 
Hospital Presbyterian’s service area and those located nearby the service area that provide a large percentage of services to the 
service area residents were analyzed (total of 13 hospitals). 
8 According to the Australian College of Critical Care Nurses and published by the US National Library of Medicine, National 
Institutes on Health, “optimal ICU occupancy rates are around 70-75%.” Additionally, according to Intensive Care Medicine, “only 
75% of the [intensive care] beds will be occupied if the occupancy rate is calculated on an hourly basis. This will allow the unit to 
cope with major emergencies and to avoid premature discharges.” 
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Summary
 

An analysis of area hospitals shows 380 licensed intensive care beds, and nearly 70,000 intensive care 

patient days, resulting in an average daily census of 183 patients and an occupancy rate of nearly 50%. 

Due to the large number of available intensive care beds, and corresponding low occupancy rates, a 

decrease of 12 intensive care beds at Hoag Memorial Hospital Presbyterian would have a minimal effect 

on the overall needs for intensive care beds in the service area. 

Vizient also studied the impact of population growth, and corresponding use rates, on future intensive 

care bed demand. When utilizing current use rates, and multiplying the use rates by the future service 

area population, Vizient projects the service area will only have a minimal additional demand for up to 15 

intensive care beds, far fewer than the intensive care beds currently available. 

Without the 12 licensed intensive care beds, Hoag Memorial Hospital Presbyterian’s intensive care 

occupancy rate would increase from approximately 50% (based on 31 licensed intensive care beds) to 

81% (based on 19 licensed intensive care beds). While this is slightly higher than the industry planning 

guideline of 75% occupancy for intensive care beds, it is also likely that future declines in inpatient 

surgeries and patient days will reduce the occupancy percentage. Vizient concludes that 19 licensed 

beds at Hoag Memorial Hospital Presbyterian will provide sufficient availability and accessibility for 

intensive care patients. 

Vizient’s analysis concludes that if the California Attorney General approves Hoag Memorial Hospital 

Presbyterian’s request for a reduction of the 12 licensed intensive care beds, there will be minimal to no 

impact on the availability and accessibility of intensive care healthcare services in the service area or at 

Hoag Memorial Hospital Presbyterian. 
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