Maricopa County Special Health Care District
Board of Directors Bond Advisory Committee Meeting
Maricopa Medical Center
Auditoriums 1 and 2
August 12, 2013
2:30 p.m.

ﬁ

Voting Members Present: Lattie Coor, Ph.D., Vice Chairman
Tony Astorga
Kote Chundu, M.D.
Nita Francis
Doug Hirano
Diane McCarthy
Rick Naimark — left at 2:59 p.m.
Brian Spicker — arrived at 2:59 p.m.
Ted Williams

Absent: Bill Post, Chairman
Paul Charlton
Frank Fairbanks
Merwin Grant
Terence McMahon, Ex-officio, Director, District 5
Joey Ridenour

Others/Guest Presenters: Michael Eaton, Navvis & Healthways — participated telephonically
Larry Sterle, Kurt Salmon
Betsey Bayless, MIHS, President & CEO
Bill Vanaskie, MIHS, Chief Operating Officer
Susan Doria, MIHS, Vice President of Strategic Planning
Warren Whitney, MIHS, Chief External Affairs Officer
Louis B. Gorman, MIHS, District Counsel

Recorded by: Patricia Schultheis, MIHS, Assistant Clerk of the Board
Melanie Talbot, MIHS, Executive Director of Board Operations

Call to Order

NOTE: Due to Chairman Post’s absence, Vice Chairman Coor chaired the meeting.

Vice Chairman Coor called the meeting to order at 2:36 p.m.

Roll Call

Ms. Talbot called roll. Following roll call, it was noted that eight of the fourteen voting members of the
Maricopa County Special Health Care District Bond Advisory Committee were present, which represents
a quorum. Mr. Spicker arrived after roll call.

Ms. Talbot announced that Mr. Michael Eaton was participating telephonically for his benefit, she named
the individuals present in the meeting room.
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Call to the Public

Vice Chairman Coor called for public comment. Ms. Talbot indicated no speaker slips were submitted.

General Session Presentation, Discussion and Action:

Mr. Naimark stated he would need to leave the meeting by 3:40 p.m. and when he leaves the Board
would be without a quorum. He asked if the Board should consider any action items first, prior to his
departure.

Vice Chairman Coor asked if there was any reason not to move item # 6 forward which was approval of
the minutes.

Ms. Talbot stated it was fine to move the agenda item forward for consideration. She also asked Mr.
Gorman for legal advice to clarify if her understanding was correct that the meeting could not continue
once they were without a quorum.

Mr. Gorman confirmed that the Committee would not be able to continue meeting once a quorum was
lost. He recommended moving action items up on the agenda while a quorum existed.

6. Approve Bond Advisory Committee Meeting Minutes dated July 8, 2013

MOTION: Mr. Naimark moved to approve the June 10, 2013 Bond Advisory Committee meeting
minutes. Ms. Francis seconded. Motion passed by voice vote.

1. Update on Bond Advisory Committee’s Project Process, Deliverables and Timeline

Mr. Sterle stated the process review was on track. The network assessment and future facility needs was
a little further out and will be reviewed in September. His staff will work with Ms. Talbot on the timing so it
is seamless with the Board's review and strategy and will consider the effects of this on the facility timing
process.

2. Facility Condition/Functionality Follow-Up

There were two key questions at the last Committee meeting. The first was regarding areas identified as
blue, based on existing volume and deployment of rooms in the hospital along with areas in the hospital
that have more space than necessary. Based on this, the question was whether or not there was enough
space in the hospital. Second, there was conversation about converting semi-private rooms to private
rooms. The example given related to the medical/surgical areas being a bit under their targeted utilization
and if they were converted to private rooms, whether there are enough beds and could the spaces be
redefined.

Mr. Sterle reviewed what the right-sized space needs would be for curren- day needs versus what
actually exists in the Main Tower and the Comprehensive Health Center (CHC). The red areas represent
the shortfall of space, by floor. Assuming all of the space issues could be corrected and the floors could
be expanded to efficiently and effectively utilize that space, the main tower would still be 25 percent short
and the CHC would be 18 percent short of the amount of space needed to serve the present-day needs.
This demonstrates that these two buildings are pretty well utilized. Even if the first floor was built from
scratch it would be difficult to get the same foot-per-foot utility out of Imaging. In order to correct the
shortage of beds per floor and assuming this is the only thing that needs to be corrected, four more floors
would have to be added to the Main Tower. The building is not structured to do this and it would not be a
good footprint.
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General Session Presentation, Discussion and Action (cont.):

2. Facility Condition/Functionality Follow-Up

Another comparison of the right-sized space need versus the current-day needs is in the Surgical
Intensive Care Unit (SICU). The ICU’s are the parts of the building that are lacking the most in space.
The existing SICU is about 3,200 department gross square feet (DGSF) and the right-sized space needs
are 11,700 DGSF. This means the current space is 25 percent of the amount needed for a good SICU. It
would be very difficult to achieve the amount needed in the existing building structure due to the way the
building is configured.

Vice Chairman Coor asked how many beds the space would serve if the DGSF was adequate.

Mr. Sterle stated, if he recalled correctly, there are 12 beds and swing space for a thirteenth bed. A
contemporary intensive care unit would be somewhere in the neighborhood of 850 to 900 DGSF per bed.
Maricopa Medical Center's (MMC's) existing model is more like a post-anesthesia care unit (PACU) with
beds side-by-side and curtains in between them.

Mr. Naimark questioned if the driving force behind the right-sized data was the new standards versus new
growth.

Mr. Sterle stated the right-sized corrections were based on the same number of beds that exist today at
MMC.

The current layout of one end of the seventh floor general acute area is four semi-private rooms, for eight
beds total. The rooms are 475 net square feet (NSF), for two patients, with one ADA accessible toilet and
no shower. It was originally built for four patients per room so it has improved by converting to two
patients per room.

Mr. Sterle reviewed how a conversion to a private room on the sixth floor would look like. One of the
limiting factors in the conversion is that the existing columns restrict where the walls can be placed. The
patient room is 220 NSF in the interior walking space, inclusive of the toilet and shower room. Since the
work is being done in the existing building the State granted a request for a waiver of up to 10 percent of
the square feet. It is a private room but the space is very tight. The space includes a requisite sized
bathroom and sink. The dimension around the foot of the bed is an issue from a safety standpoint. It is
not unsafe, however, it is challenging to move around the bed. Part of the reason for this is that beds
continue to get larger. The family area is cozy but workable and it cannot be made any smaller.

Mr. Sterle reviewed what a contemporary room size of 300 square feet would look like. There are some
room entry constraints and three rooms could fit in the space however one of the rooms would not be
usable. Effectively, 300 square feet would yield two rooms. Toilets are treated a little differently since
you can make a building where they are located on the outside. This is not included in the current
example since the window placement prohibits it. The bed model is based on a universal size and could
be used as a medical/surgical bed or converted to an ICU bed.

The question is whether a conversion would yield enough beds in today’s environment to meet the
necessary utilization levels. The current bed count is 26 semi-private or 28 total beds. If the entire floor
was converted to 300 NSF rooms, with two beds per room, it would yield 15, or possibly 16 rooms in a
best-case scenario. Based on current utilization levels of 75 percent at midnight, a reduction in beds of
this sort would result in a 100 percent midnight occupancy rate. There would be no room during the day
to bring new patients in and turn beds over. Itis not a workable model. The highest maximum ratio
hospitals operate at is 80-t0-90 percent midnight occupancy. For planning purposes you would never
plan more than 85 percent midnight occupancy for a general medical/surgical bed and the percentage
would be lower for an ICU bed.

Mr. Naimark asked for clarification if the present day standard room size is 300 NSF.
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General Session Presentation, Discussion and Action (cont.):

2. Facility Condition/Functionality Follow-Up (cont.):

Mr. Sterle replied that the standard currently, with a toilet, is around 300 NSF. This could range
anywhere from 295 NSF to 300 NSF. Some places go as high as 350 NSF but this is larger than needed
and his firm would not recommend this. A NSF space of 300 would be enough to provide for code
requirements the proper circulation and a safe environment that includes space for family members.

Mr. Sterle stated the column placement will also present challenges in conversion of the lower levels such
as in the Imaging Department.

Mr. Astorga commented that it seemed to be a two-edged sword and asked if the quality of patient care
would improve due staff-to-patient ratios. Meaning if the rooms were to be converted, there would be
fewer patients to the same number of staffing members.

Mr. Sterle explained more staff is required, per patient, in a 15-bed model versus a 30-to-35 bed model.

3. Review of Short and Long-Term Capital Projects
Mr. Vanaskie updated the Committee regarding ongoing capital projects.

The current focus is to take full advantage of the space available in order to create usable space
consistent with MIHS’s purpose that will also permit accessibility to many different kinds of patients in the
future.

The Affordable Care Act (ACA) will bring about change in the number of insured individuals; people will
have choices and more people may be covered by Medicaid. Above all else, MIHS has a mission which
includes patient care and education and there needs to be a certain number of beds in order to be a
substantial academic model, as well as a good in-patient provider.

The current capital projects are geared to adjust for the changes with the ACA. Funds have not always
been available for projects that have been planned for some time in order to execute them efficiently and
quickly. However, one by one, various projects have been accomplished. The funding strategy identified
for the remaining projects would be to borrow funds so they do not come out of capital and reserves. Itis
important for the Committee to be aware of this plan.

The total of the projects is $35.4 million. There are ten principle areas being considered. The first four
were approved by the Board and are in some stage of construction or planning.

» MRI Imaging Facility — This includes replacement of the 12-year-old MRI machine with 2 new
machines and the construction of an improved facility in a location allowing for increased patient
volume and flow. All of the other radiology services are located in the north end of the facility and the
current machine is in the extreme south end. Additionally there is no prep and recovery area or
separate registration area at the current location. The new spot will be on the north side of the
hospital, immediately west of the main entrance. Construction work has begun. MIHS currently has
one MRI machine in-house and a second one located in a trailer outside. Approximately 100
procedures are sent out per month to other facilities, even with the two machines currently in place.
Some are sent out due to scheduling issues and some are sent out due to the incapability of the
current machines. The new unit will have a registration and prep area and two magnets.

» 4 East Remodel and Conversion — This was previously the detention unit which was designed and
built to house prisoners in the control of the Maricopa County Sheriff's Office. The rooms are
concrete block walls, with metal pan ceilings, toilets hung on the wall, two doors on an entrance,
along with metal detectors. It is capable of serving 24 patients. The patient population has
decreased due to many changes in the treatment of prisoners and patient needs that are beyond the
capabilities of the unit, like intensive care or labor and delivery.
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General Session Presentation, Discussion and Action (cont.):

3. Review of Short and Long-Term Capital Projects (cont.):

As a result, the unit has been vacant most of the time or only houses one or two patients at a time.
Two nurses are required due to the locked doors, regardless of the number of patients and this is
very inefficient.

This floor can accommodate the creation of thirteen single-bed rooms for medical/surgical patients
that are consistent with the rooms Mr. Sterle spoke about on the sixth floor. The floor to floor height
and column spacing prohibits doing more, however, they can be converted to private rooms. Each
room will have a shower and provide space for some family members. It will have its own waiting
area and nursing station. On average there are 19 to 20 observation patients on any given day and
this will be able to house 13 observation patients.

» 5 West Remodel — This unit used to house a critical care cardiac unit, with four or five beds in a semi-
circle, with walls between and open on the end. The space is tight with no private bathrooms. There
were two semi-private rooms across the hall that could be used for critical care. These beds are
currently used for observation and are not suitable for long-term stays.

The intention is to gut these areas and build six private rooms, consistent with what Mr. Sterle
demonstrated for private rooms. They will be a little larger and are geared to handle critical care
patients as well. This has received preliminary approval from the Arizona Department of Health
Services.

» Wound Clinic — MIHS treats many patients that are victims of trauma and does not have an adequate
wound clinic to treat the variety of wounds inherent in these cases. It will include two hyperbaric
chambers (HBOT). It will enhance treatment of patients with diabetes, wounds, burns and other
traumas. The clinic will provide new volume, revenues and integrated patient care.

» Physician Administrative Building — This will be a three story building southeast of the medical center.
It will enable the move of physician administrative offices from patient care areas in the medical
center in order to provide space for expansion of the Adult Emergency Department, create a
simulation lab for teaching residents and nurses, create office space for the teaching faculty and
expand other patient care activities. There is no budget shown for this since other financing options
are being reviewed.

» Desert Vista Expansion — MIHS is the largest provider of in-patient psychiatric services in Arizona and
is the sole provider of court-ordered evaluations in Maricopa County. MIHS has two locations for
psychiatric patients — two units at the main campus and 120 beds at Desert Vista. Desert Vista was
built as a behavioral health facility so it is appropriate. There is an unused building at Desert Vista
and the thought is to move administrative space to this unused space. After this there will be two
choices, either to close the units at the main campus and move them to Desert Vista or expand on
services for adolescent psychiatric in-patient care. Some of the support services at Desert Vista such
as dietary and kitchen would need to be enlarged as well.

» Urgent Care Clinic in the Comprehensive Health Center (CHC) & Adult Emergency Department
(AED) Expansion — The volumes in the AED have steadily increased, with 150 to 170 patients seen
on a daily basis. This is in addition to the Burn and Pediatric Emergency Rooms. The AED
expansion is necessary and the most expensive of the projects, at around $11 million to $15 million.
The expansion would increase the number of bays for treating patients; include a fast-track area; add
some observation beds and remedy the issues of undersized trauma bays that MIHS is cited for at
every American College of Surgeon inspection.

About $4 million of the total $35.4 million project cost is for infrastructure needs. If the Family Health
Centers (FHCs) are relocated then some of this cost may be eliminated but that is further down in the
project priority list.
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General Session Presentation, Discussion and Action (cont.):

3. Review of Short and Long-Term Capital Projects (cont.):

Ms. Francis expressed her belief that the recommended projects are important, critical items that need to
be accomplished currently in order to serve the existing population.

Mr. Vanaskie stated the plan for the future is to become a hospital destination versus a hospital of last
resort for the uninsured. With insurance reform, people will have insurance and choices as to where to
seek services.

Mr. Williams asked if consideration was begin given to moving or elevating the existing helicopter landing
space.

Mr. Vanaskie stated some of the reasons helicopter pilots like MIHS’ pad is that it is capable of landing
Blackhawk helicopters and also its close proximity to the airport. The pad can house four of the current
Medevac helicopters at one time and other facilities do not have this capability. If new buildings are
constructed at the main campus something else could be done with the helipad but right now it is a very
attractive set-up.

Mr. Naimark commented that all of the individual projects made sense to him financially and otherwise.
The big picture involves $35 million of important, high-priority projects that need to be accomplished now
and cannot wait for the Committee’s bigger process. He questioned if any of the projects being
implemented might foreclose other big picture options that the Committee may consider.

Mr. Vanaskie stated the projects under consideration are currently needed and have been thought of over
time. They would have been implemented along the way had the money been available but dollars went

to more immediate needs, such as necessary equipment. He did not believe any of the items included in

the $35.4 million figure would forestall the Committee’s consideration of new items in a new facility.

Mr. Naimark questioned if it was administration’s belief that the issuance of bonds would mitigate some of
the financial obligations in the future.

Mr. Vanaskie explained the intention is if bond funds are made available it would cover the cost for the
projects.

Mr. Hirano asked if some of the improvements would have lasting value. As an example, would the MRI
machines be moved, if necessary, to a new location?

Mr. Vanaskie stated the MRI unit can be moved; the Wound Care Clinic is new revenue; the beds on 5
West that are capable of housing intensive care patients, if needed, would expand on the existing
services and there are a few options at Desert Vista. These are to either expand services and add
adolescent care, which isn’t possible with the current configuration, or consolidate both the number of
beds and locations to cut operating costs. There is no cost estimate for the Physician Administrative
building since the financing is still being considered.

Ms. Francis asked for clarification as to whether her understanding was correct that the recommended
projects were necessary for MIHS to maintain a competitive advantage as it moves forward on the bond
issue.

Mr. Vanaskie confirmed that the projects were necessary and that the first four were already in the works.
The remaining projects are pending until funding is identified.

Ms. Francis commented that it appeared either the projects are funded or money will be borrowed to fund
them.

Mr. Vanaskie answered in the affirmative.
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General Session Presentation, Discussion and Action (cont.):

3. Review of Short and Long-Term Capital Projects (cont.):

Ms. Bayless stated the objective is to have a hospital that meets the current day standards and handle
the needs of the community. Building a new hospital for this purpose does not necessarily mean closing
the door on existing facilities. A decent facility will create many possibilities like creating a behavioral
health facility or rehabilitation center.

4. Strategic Plan Overview and Update

Vice Chairman Coor stated Ms. Susan Doria would walk through the strategic plan with the help of Mike
Eaton, who was on the telephone. He also mentioned that Mr. Spicker joined the meeting and although
Mr. Naimark was leaving, there would still be a quorum of members present.

Mr. Naimark reminded Vice Chairman Coor that he included the wrong date in his earlier motion to
approve the minutes therefore the July minutes still needed to be approved.

Ms. Doria stated that the Board of Directors has been leading the planning process. The Board would
like the Committee’s input and involvement along the way. The strategic plan is a work in progress and is
in a “draft” state until the Board approves the plan later in the month.

The question posed in terms of building a strategy, is to determine where healthcare is heading in the
next 20 years and how MIHS can position itself as good stewards of the resources for Maricopa County
moving forward. The next part, which will be presented at the September Committee meeting, is a design
for what the services and facilities should look like across the county. The financial aspect of the plan will
be presented in September or October.

Since the hospital was built in 1970, the focus has been on maintaining it versus investing for the future.
The current opportunity, which was reinforced by the Citizen’s Taskforce in 2003 that formed the Special
Health Care District, was for Maricopa County to have a vibrant public hospital and healthcare system, to
attract future providers, train them so they understand research and patient care, and to retain those
providers to care for the population.

The challenge today in the U.S. healthcare system is staggering costs due to the specializations in
healthcare. These costs cannot be managed in the fragmented model that exists currently. The
opportunity now is to shift to a model that is preventive, wellness-oriented and addresses the whole
person. This is what public safety-net hospitals and MIHS has always done. MIHS's role is even more
critically viable since its physicians know how to train in the model of whole person care that includes
systems of care, levels of care that are appropriate, outpatient, inpatient, after-care, education. The staff
at MIHS understands the social, emotional, financial, and cultural well-being of the individual. This new
model is the strategic shift that the District Board of Directors is looking at.

Ms. Doria presented an overview of community needs:

» Access to primary care remains an issue in Maricopa County, with both too few and a poor
distribution of basic access points throughout the County along with provider-centered rather than
patient-centered operating models (hours, sites).

» Access to behavioral health care is a challenge; where access does exist it is often organized apart
from basic primary physical health access even though behavioral health issues are a critical
determinant of poor physical health.

» Coordination of care and navigation across care venues is a challenge despite the accumulation of
physician practices, the consolidation of outpatient services under hospital system brands and
deployment of electronic health records.
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General Session Presentation, Discussion and Action (cont.):

4. Strategic Plan Overview and Update (cont.):

» The expansion of access to insurance (through AHCCCS and insurance exchanges) may be of
limited benefit to those who are newly insured unless health systems shift resources into community,
work-site, retail, and virtual settings.

» The absence of a dedicated academic medical center (AMC) impedes the community’s ability to
focus and accelerate change and recruit and retain the best clinical talent. (Phoenix is the largest
metropolitan area in the U.S. without an AMC.) MIHS is already the largest training facility in multiple
disciplines and multiple professions and the belief is that it can grow this and elevate Phoenix in
terms of the scientific and medical advances going on in other parts of the country.

Ms. Doria spoke about market assumptions:

» The population of Maricopa County will continue to grow and it will grow most quickly outside the core
of Maricopa Medical Center’s primary market. In order to serve this growth MIHS will need to expand
its ambulatory footprint.

» Growth in the AHCCCS population will accelerate and there will be increased competition among
providers to capture and manage those lives; there will be both opportunity and threat in this trend.

» Consolidation among providers will continue to accelerate as systems look to build economies of
scale and leverage with payers; stand-alone systems like MIHS will need to find clinical partners to
meet emerging needs.

» Phoenix is prime for an investment in academic medicine; MIHS can generate public support for
funding a new academic medical center if it can secure a medical school affiliation.

» The shift in care from the inpatient to outpatient setting will accelerate and broaden to include efforts
to manage and improve population health — with a focus on slowing the progression of chronic
disease.

» MIHS’s public safety net mission will remain critical to the health of the community; it must organize
and operate based on an assumption that in ten years it will need to finance that mission without a tax
levy. The Board is passionate about being able to do this by designing a system that is sustainable
and the right system to serve the needs of the community.

The belief is that MIHS is both relevant and complimentary in the community. MIHS is complimentary
since it teaches in a manner to show how medical education, patient care and research can be done. It
can provide leadership in this direction that will raise the level of patient care and translational science
across the Valley.

MIHS’s vision for the last 100 years has been to keep people well. MIHS wants to slow down the
progression of chronic disease. Currently, individual's health states peak at an early age and then the
rest is spent in decline. The challenge is to move past chronic disease management and understand
what healthy living looks like in a community. MIHS is uniquely positioned as Maricopa County’s public
hospital teaching system to do this for the community.

The Board wants to take a leadership role in creating metropolitan Phoenix as one of the healthiest
communities in the country and elevating the health status of its residents. This will be done by teaching
in inter-professional teams, with evidence based practices that are centered on the patient and are
accountable for outcomes related to quality and cost.

MIHS is where Arizona’s best doctors, nurses and other health professionals choose to train, teach and
practice medicine.
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General Session Presentation, Discussion and Action (cont.):

4. Strategic Plan Overview and Update (cont.):

They choose MIHS because: the culture supports the training and deployment of inter-professional teams
of clinicians; the health professionals are committed to the mission of education and training; a diverse
mix of clinical encounters and a full-continuum of care sites is offered; it provides a system of care that
encompasses physical, mental, emotional, and social well-being; and, it is focused on continually
improving access, quality, outcomes, experience and costs.

Teaching, research and medical education are not add-ons to patient care for MIHS. These are at the
core of what it does and transforming the industry through teaching tomorrow’s providers is essential.

The Vision and Value Proposition has the patient and physician at the center with a clinically integrated
network teaching tomorrow’s practitioners academic medicine. These two pieces are the essence of
what MIHS is. The proposition has four quadrants: Value for Academic Partners; Value for the
Community; Value for Patients and Value for Payers.

Value for Academic Partners is provided by training students, providing clinicians with the environment
they need going forward and through clinical research to advance patient care. Value for the community
will be in healthier outcomes and advanced care in Maricopa County. Value for payers will be in better
outcomes in health indicators and lower costs. Value for patients will be in lifestyle and stability.

The strategy priorities are broken down into seven very high levels — three in care delivery, three in
academics and one that is overarching. The following three strategies are about care delivery:

1. Organize a clinically integrated network to deliver evidence-based care to manage populations. This
involves coming together as a larger enterprise in partnership with MIHS’s physicians to understand
and set a path of common goals, strategies and investments that work together. This will reduce
fragmentation and allow for focused efforts. Many organizations in healthcare today are set up
competitively or in an adversarial way. Instead, they should be set up with legal and financial
structures that bind people together, working towards common goals.

2. Distribute ambulatory services to enhance convenience and access for County residents. More
outpatient settings need to be created for increased outpatient monitoring of chronic disease. Care
needs to be convenient and people should not have to travel too far to receive it.

3. Develop clinical partnerships as a means to grow total patient encounters and improve efficiency.
MIHS cannot provide all services for its patients and will need to partner with other clinicians in other
geographic areas. MIHS also needs to be a place others feel comfortable coming to and partnering
with and to be known for that brand.

The following three strategies are about academics:

4. Affiliate with a medical school(s) and allied health programs for an inter-professional training program.
MIHS is currently affiliated with several medical schools and academic allied health professional
programs. The goal is to bring all of these programs together and create team-based training that is
grounded in technology. MIHS wants to be known as the place to come for advanced training. No one
else in the marketplace is doing this and it is essential in order for the MIHS community to advance.

5. In partnership with a medical school(s) build an academic medical center to support Phoenix’s needs.
MIHS did build an academic medical center and it should not be thought of as one place. It should be
thought of as academic medicine that is provided across an entire network; an entire system of care.
It is more of an orientation versus a location.

6. Build an academic medical center brand that grows awareness and preference for MIHS care. MIHS
believes its brand has always encompassed this, however, there is a negative halo around the
County hospital brand. This creates an opportunity to re-educate the community about MIHS and its
relevance in the market.
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General Session Presentation, Discussion and Action (cont.):

4. Strategic Plan Overview and Update (cont.):
The strategy priority overarches in care delivery and in academics:

7. Refine governance and management to reflect an integrated care delivery model. The District Board
recognizes that it needs to look at this and decide how it should share responsibility for outcomes
through governance models with other partnering organizations. The Board is open to considering
how to work together and identify the structures that allow for this flexibility moving forward.

The MIHS business model will focus resources and strategies around two major lines of business —
delivery of health services and academic medicine. In terms of delivery of health services, MIHS wants to
be all across the network. This does not mean MIHS will provide every service and may need partners to
help with this. The important thing is that MIHS knows how to assemble the pieces to provide a system of
care.

Delivery of health services will be coupled with academic medicine, whether it is through patient care in
the clinical network sites, residency programs, fellowships, nursing programs, allied health or research.
MIHS knows how to manage and integrate all of these components. These two lines of business are
synergistic with each other and not separate components. They are like two gears that feed each other.
Clinical encounters fuel the training opportunity to be affiliated with medical schools and the workforce is
used back in the network of care. Itis a closed loop — as MIHS creates the environment for training, it
trains more and those individuals stay in the community.

The vision for patient care is centered on the patient’s needs versus the needs of the provider, specialist
or hospital administrator. Providers would come together collaboratively to determine how to advance the
goals of the patient. It could be via the employer site, the pharmacy, behavioral health, vision, insurance
providers, wellness classes — all of these pieces would be integrated into a whole person system of care.

The partnership would be through affiliation agreements. The strategy is to create a network bringing
like-minded organizations together who support the same goals that MIHS has in terms of improving
patient care. The network would not be totally funded by MIHS. Partners can maintain their own
independence and the governance model would be very important with respect to the network.

The care delivery strategy is: to organize a clinically integrated network to align physician and system
incentives around improved outcomes, cost and growth; to develop and leverage core system-level
competencies that will determine what needs to be done strategically. These will begin to guide the
Board and senior leadership’s work into the steps that need to be taken; and to create products to go to
market.

The vision for academic medicine is at the heart of why MIHS exists since it has created an environment
where Arizona'’s future doctors, nurses and allied health professionals come to train. A few things need to
be done in order to grow and maintain this position. MIHS will need to strengthen patient encounters and
residency programs; invest in training technology to build skills and demonstrate proficiency; partner with
others investing in translational research so MIHS has the latest access to advanced patient care
modalities; and develop fellowships in critically needed specialties.

The academic medicine strategy will include some critical success factors such as: leadership;
infrastructure to support teaching; affiliation with multiple training programs and medical schools;
innovation in new training models; and promoting greater awareness of MIHS’ academic program and
services.

To determine the results of these efforts, performance milestones include: securing additional affiliations;

achieving BBB/Baa bond rating; developing a recognizable brand; improving the outcomes of managed
lives; and becoming the largest primary care network.
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General Session Presentation, Discussion and Action (cont.):

4. Strategic Plan Overview and Update (cont.):

Mr. Eaton stated the main piece that flows through the strategic plan is the historical mission that MIHS
has fulfilled for over 100 years and continues to fill. The Board believes they have an important
stewardship in this respect. The market is large and diverse; no one system can serve all of the needs
and everyone will bring something unique to the equation.

The data supports the unique ability that MIHS has to engage, serve and care for a population which has
multiple, chronic, complex needs that encompass physical, social, emotional and cultural barriers to
accessing care. This need is not going away, is continuing to grow and is spreading out to all corners of
the County.

Mr. Astorga asked if the business model with the two major lines of business, delivery of health service
and academic medicine, was a single or two-folded issue as it relates to meeting the performance
milestones. It appears the delivery of health services would also create performance milestones and
consideration of the bond issue also focuses on the delivery of health services, promoting a brand,
enhancing MIHS’s image, developing leadership and establishing credibility. All of this will require
academic medicine to enhance it but could this be done without being simultaneous or is it something that
can be transitioned in to?

Ms. Doria replied that the focus is on a simultaneous equation. The academic medicine piece is already
present with MIHS's affiliation with the University of Arizona College of Medicine. The plan going forward
is to strengthen relationships with medical schools with new geographies.

Ms. Bayless agreed with Ms. Doria stating both of the pieces are critical to MIHS and should be pursued
together.

Dr. Chundu believed the processes should be simultaneous. The future of care is not centered on
physicians alone but as a team-based approach with interpersonal arrangements. The value is in
reducing costs and enhancing outcomes. In order to do this, MIHS will need affiliations with nursing,
pharmacy and social work schools and not just with medical schools. This will be necessary to address
issues like chronic and preventive illness that many other health systems cannot do. MIHS has been
doing this for a long time, it is all inter-related and MIHS has an advantage over other systems.

Mr. Hirano asked what constitutes an institution as an academic medical center. MIHS does residencies
and is currently affiliated with the University of Arizona Medical School, therefore, is there something else
specific about the number of relationships that make an institution an academic medical center? Maybe
the more important question is how it all relates to staffing, facilities, and the implications of this for
planning.

Ms. Doria asked Dr. Chundu to address Mr. Hirano's questions.

Dr. Chundu explained the three legs of academic medicine are teaching, research and patient care.
When all three of these things are done it enhances patient treatment, provides better outcomes and if it
is evidence based, costs will be controlled. If all three of these things are being done then you can call
yourself an academic medical center. It doesn’t necessarily mean you have to be associated with a
particular university. For example, Mayo Clinic does not have a university so they started their own
medical school. Cleveland Clinic did the same thing. They were in existence for a long time and about
then started a medical school. They both had hospitals to begin with and then a medical school was a
secondary venture. The medical school is not as important as the three components and either you do all
three yourself or through partners. The basic tenet is if the three components are employed it provides
better outcomes for patients.

Ms. Francis commented for as long as she can recall MIHS has had a research and academic teaching
component. The labeling is sort of the marketing and branding that gets back to the core of being the
place to go for the best care. The best care is now based in clinical research which MIHS has always

done but has never taken credit.
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General Session Presentation, Discussion and Action (cont.):

4. Strategic Plan Overview and Update (cont.):

The doctors who train at MIHS are loyal to MIHS and train other physicians across the Valley, State and
Country. MIHS has always been known as the County Hospital and the opportunity is now available to
give a name to what it has been doing all along.

Ms. Doria stated the direction that academic medicine is moving towards at the present time is to partner
with many medical schools and allied teaching programs. The past model with a relationship of one
hospital to one medical school does not work since it cannot serve all of the complex needs of today’s
patients. The new approach will be to have multiple schools coming together to create a team-based
environment so that research and education are integral with patient care in every encounter.

5. Wrap Up, Next Steps and Future Agenda Items

Mr. Sterle explained the next meeting of the Committee is September 9, 2013, at which time everything
should start to come together. The current state environment has been reviewed and the shift will be to
look at the needs of the future. Things like volumes of activity, growth levels, shifting distributions will be
reviewed in order to start to compare and plan for the future. A meeting with the Board is scheduled

toward the end of August to start to form this information and this is when facility implications will begin to
be compared to what is present today.

6. Approve Bond Advisory Committee Meeting Minutes dated July 8, 2013

MOTION: Mr. Spicker moved to approve the Bond Advisory Committee meeting minutes dated July
8, 2013. Ms. McCarthy seconded the motion. Motion passed by voice vote.

Ms. Francis stated she had heard that the Chair and Vice Chair may not be able to attend the meeting on
September 9, 2013 and asked if the Committee members should consider an alternative date in order to
get the largest turnout since the meeting should be a critical one.

Vice Chairman Coor stated he agreed with this idea.

Ms. Francis suggested that Ms. Talbot poll the committee members as to their availability on another date
versus September 9th.

Ms. Talbot agreed to coordinate to find a mutually convenient date in order to secure a better turnout.

Adjourn

MOTION: Ms. Francis moved to adjourn the August 12, 2013 Bond Advisory Committee Meeting.
Dr. Chundu seconded. Motion passed by voice vote.

Meeting adjourned at 4:15 p.m.

Bill Post, Chairman

Bond Advisory Committee
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