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COW SSI ONER DREYZEHNER:  Good afternoon. [It's
our pleasure to be here today to give people of Tennessee an
opportunity to comment on what is a precedent setting decision
for our state and also for the region enconpassed by the proposed
ner ger .

As many of you nay know, there's a proposed nerger
bet ween systens in northeast Tennessee and sout hwest Virginia.
It's the Department's responsibility by law to ensure that the
proposal will neet a clear and convincing standard. W are
seeking now to obtain conment from nmenbers of the public and
others to help us determ ne whether or not that clear and
convincing standard will be net by the applicants.

As many of you know, we have declared the
application conplete as of a few weeks ago. W have additiona
questions, and we will likely need to request additiona
information fromthe parties as the COPA process continues.

Departnent's also currently devel opi ng an index,
that's called for in the rules, that will detail a preventative
approach to care and heal thier outcones that the COPA wi !l
require. W believe that this COPA process is inportant for the
citizens of Tennessee, and the Department is working diligently
to fulfill our requirenents in a timely and responsive nmanner

t hroughout this conpl ex process.
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\\ are al so endeavoring to be as transparent as we
possi bly can. Many of you will know that al nost everything we
are in receipt of that's publicly available, is on our COPA
website available for you to review There's also an opportunity
on that website to provide comment to us as we nake our
del i beration and considerations throughout this process. That's
in addition to this opportunity and others.

W want to thank you again for being here. This

s, again, a very inmportant process. As many of you know, it's
occurring simultaneously in two states. W are al so w tnessing
this process unfold in the neighboring state of Virginia where
the entities that have applied for this state granted inmunity
are also endeavoring to do the sane.

To give you a little bit more of a background on
this process and where we stand at this point in tinme and before
we go into taking public comments, we'll turn to the Director of
the State Health Planning Agency for our Tennessee Department of
Heal th, who is also in this process. And, again, everything we
do as a part of this process, we are covering new ground. This
process has not unfol ded before the state, this is the first
application, so let me just take this opportunity to publicly
thank M. Jeff Cckerman and his team as well as Ms. Jane Young,
our General Counsel, and her teamfor all the work that they have

done in this process. There's a lot of other people to thank,

that will cone later, but | just wanted to acknow edge that today
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and, again, welconme and I'Il turnit to Jeff.

MR. OCKERVMAN:  Thank you, Dr. Dreyzehner. Again,
my name is Jeff Ockerman. ['mthe Director of Health Planning
for the State Department of Health. And | amgoing to give you a
little bit of background on the Certificate of Public Advantage
process right now and everything we have been working on.

So what is a Certificate of Public Advantage.

Some of you have seen sone of this infornmation before, but a |ot
of you are newto this, so thisis a real opportunity for the
Departnent to provide sone education to you on all of this.

Certificate of Public Advantage, we are calling it
a COPA. A COPAis the witten approval by the Department of
Heal th that governs a cooperative agreenent anong two or nore
hospitals or hospital systens. A cooperative agreenent nay
create an anticonpetitive environment, in other words a nonopoly,
that woul d normally not be permtted by state and federa
antitrust |aws.

So the purpose of the COPAis to provide inmmunity
to the hospitals that want to cooperate fromstate and federa
antitrust laws, while also providing state active supervision
that ensures that the likely benefits to the public outweigh the
di sadvantages that result fromany reduction in conpetition. The
ability to grant a COPA is authorized by Tennessee's Hospita
Cooperation Act of the 1993, which was anmended in 2015 to

specifically permt hospital systems to nerge.
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To apply for a COPA, hospitals are required to
submt an application to the Departnment of Health with detailed
information and data about the proposed cooperative agreenent.
Exanpl es of the information that nust be submitted include that
cooperative agreement itself, plans to integrate services,
financial details, a plan of separation, and actually a |ot nore
detail that | want to won't go into at this nmoment.

The applicants, as Dr. Dreyzehner said, had the
burden of show ng by clear and convincing evidence that the
likely benefits of the proposed cooperative agreenent outweigh
any di sadvantages resulting in the | oss of health.

So we have before us an application for a COPA
fromMuntain States Health Alliance and Wl | nont Heal th System
They submtted the application mnus certain confidential and
competitively sensitive information, and we knew they were not
going to be able submt that information at their first
submi ssion. So they submtted their application for a
cooperative agreenent to nmerge on February 16th of this year

The Department received access to that
confidential and conpetitively sensitive information on May 17,
2016, about three months later. The State requested additiona
information required to review the application, including a
revised plan of separation. W received that plan of separation
on Septenber 9th of this year. And then Conm ssioner Dreyzehner

in consultation with our attorney general, deened the application
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compl ete on Septenber 15, 2016, so just this month

This is a visual, for those of you who are visua
| earners, that will show basically the timeline Vllnmont was
exploring merging with other hospital systems as early as
April 2014, as we understand. In Novenber of 2014, as you see
bel ow the year one line, the two hospital systens had an initia
meeting with regional stakeholders to kind of introduce the idea
of a merger.

They announced their intent to nerge on April 2,
2015, and the General Assenbly of the State of Tennessee anended
the COPA law to permit hospital mergers, and that was effective
May 18, 2015. So here we are now at this point, as | amtalking
about the process of the year two, the Department filed its
emergency rules. As required by law, the applicants filed their
letter of intent with us on Septenber 16, 2015. January 7, 2016,
they filed their required presubm ssion report, and then again
they submtted their partial application on February 16, 2016.
And then it shows the other dates that | have already tal ked
about in requesting additional information, receiving it, and
deem ng the application conplete.

So it's been a really lengthy process overall
The Department itself has been actively involved since we
received the application back in February of this year. So once
the application was deemed conplete, a 120-day review period

began. W now have 106 days left in order to make a decision
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The Department will consider the likely benefits
and di sadvantages of the proposed cooperative agreement to merge,
and under the |aw, our Department will deny a COPA application if
the likely benefits fail to outweigh by clear and convincing
evi dence any di sadvantages caused in potential reduction of
conpetition

This is another visual showing -- it's just
basically weighing the benefits versus the disadvantages, and we
have |isted potential benefits and potential disadvantages here.
| won't go through these, you can read them probably nore quickly
than | can say them

If a COPA application is approved, the Department
of Health will provide active supervision to protect the public
to assure that the production of healthcare services conpetition
continues to be outwei ghed by the evidence of benefits, including
i mprovenents in health in the service area, healthcare cost, and
access to services.

Dr. Dreyzehner mentioned the COPA index. | want
totalk alittle bit about that. Under the law, an index will be
created, should a COPA be granted, and used for the Departnent to
eval uate the proposed and continuing public advantage of the
COPA.  The Department will send baseline score and ranges for
that score to determne whether the advantage is clear and
convincing and remains clear and convincing over tinmne.

The index score will be reported on a regul ar
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basis. |If the advantage is not evident, that's when the
Departnent may either renegotiate with the parties or termnate
the COPA. The nerge systemw thin that under the determination
woul d then have to conplete the plan of separation that's
required by law be filed with us.

| want to tell you a little bit about that index
advisory group. It's a group of citizens representing northeast
Tennessee, because that's the geographic service area for this
proposed nerger. They were appointed by Conmm ssioner Dreyzehner
They reconmended neasures to be considered for an index for the
Departnent to use in that, should a COPA be granted, and this
I ndex advi sory group represents conmunity concerns.

The goal is for the Departnent to have a clear and
wel | -defined index that can be easily understood by the hospita
systens, the industry stakehol ders, and the general public. This
group did not make the recommendation whether to approve the
COPA, that's not their charge under the law. Here's a list of
the names of those individuals. You may know some of them And
again, I amnot going to read their nanes off individually, but
you can gl ance through them And all of this information is
online, by the way, on the website of the Department of Health.

The advisory group had a nunber of |istening
sessions, actually they had four, and their goal was to figure
out what neasures they would recomrend to be included in an index

and what outcomes matter to them if a COPA was issued. They
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heard fromthe general commnity two times, frominterna

st akehol ders one tine, and fromexternal stakehol ders,
conpetitors, at another. At the end of the fifth neeting they
presented their proposed neasures.

Now, we are in the mddle of our public hearing
schedule. W actually set the first one June 7th in Blountville
because we thought that we woul d have had a conpleted application
and that would have been the date under the law and the rules
that we are required to hold at |east one public hearing. W
held that and then we realized we didn't have a conpl et ed
application, we needed to revise that schedule. And we decided
to hold at |east three others in the general area of east
Tennessee and one in Nashville, and that's the one we are at
t oday Septenber 29th.

And the reason we are holding one in Nashville is
because our COPA statute, unlike the one in Virginia, is -- it
covers the entire state. And so whatever we do with this
application is inportant to the rest of the state, and so we
wanted to make sure that we gave inportance to that fact by
hol ding a neeting in Nashville.

V¢ decided not to go to west Tennessee. | don't
think we did that really deliberately, except we are an upper
east Tennessee al nbst every week at this point and the travel
schedul es have been getting pretty tight. W have another public

hearing on October 6th in Bristol and then tentatively the really
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official public hearing is Novenber 15th in Johnson GCity. It's
tentative because we don't have the location firnmed up yet, but
that shoul d happen within the next couple days. Again, all of
this is on our website.

So let me go in today's process, and then | am
nearly done, | promse. The question is, should this COPA be
I ssued. Conmi ssioner Dreyzehner and the Departnent of Health
staff are here to listen. Speakers will be called fromthe
sign-up sheet. If you haven't signed up, please go back over to
that table and sign up. W have been providing speakers 3 to
5 mnutes. At this moment | think we only have six people
scheduled to speak, we will be a little bit nore lenient than 3
to 5 mnutes. However, Alison Rajaratnamis going to be our
timekeeper up there, and she'll be able to hold up a sign that
you can see when we think your tine is up. W want everyone to
be courteous to everyone else. |f for any reason we ask you to
stop speaking and there's time at end of this process, you are
going to be nmore than wel come to come back up and speak again
You can send your comments to us via e-mail, mail or online, and
here's the information for that. | want to remnd you this
session i s being video recorded and transcribed.

So here's a good question. How will we use your
coments? W have actually used conments we have received
previously to formquestions that we have asked the applicants.

Your conmments are going to help us be aware of potential benefits
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and potential disadvantages that we may not have ot herw se
considered. And, again, your comments today mght help us form
additional questions to ask the applicants. Because even though
the application is conplete, we do have the ability and we have
told the applicants we have the need to receive sone additiona

i nformation and they are expecting that fromus.

So | want to thank you for your patience while
went through this PowerPoint presentation, and nowwth a little
bit of logistics, | amgoing to nove the podiumso you all will
be facing Dr. Dreyzehner, Ms. Rajaratnam and nyself when you
gi ve your coments.

COMM SSI ONER DREYZEHNER: | woul d just al so make
nmention as Jeff answered the question how we are using your
comments, the other way we have used the conments is to | ook at
themeach in detail, study them and get conments on the
coments. So we are taking -- we are really taking that input
and using it in a process that hel ps us understand whether or not
peopl e that were | ooking for infornmation believe those coments
are accurate or inaccurate or whether they are advantages or
di sadvant ages, and then we are taking the opportunity to review
that information and cone to our own conclusions. So your
coments are both valued and quite extensively used in this
process.

MR. OCKERMAN. Thank you, Dr. Dreyzehner. The

first speaker is Courtney Pearre.
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MR PEARRE: Thank you, Jeff. Courtney Pearre
with Anerigroup Tennessee, and | appeared in the hearing in
Blountville back in June. | want to stand by those coments and
reiterate one conment | nmade at the June public hearing.

And the original application where it addressed
how t hey woul d monitor the increase in rates on the comercia
side, and a footnote and said that this did not apply to Medicaid
and Medi care because those rates are non-negotiable. And that is
not correct for Amerigroup of Tennessee and the two hospitals.

V& do negotiate rates. And we urge, if the applicationis
granted, there is a mechanismto nonitor rates as often as found
any time there's a nonopoly. So we would urge that.

My good friend Dick Lodge with Bass Berry & Sims
tells me in this nountain of paper they m ght have addressed that
issue, | have not able to find it. | did reviewthe response to
the -- | believe the April 22nd questions, and the way | read
them | think on Page 6, it was consistent with the application
that the monitoring of rates did not apply to Medicare and
Medicaid. We think that's a real problem

| think I"'mwell belowmnmy 3 to 5 mnutes.
appreciate your time. | amnot being disrespectful to the other
speakers, but | have another neeting | need to get to. Thank you
very nuch

MR. OCKERMAN. Thank you very much. 'l just

add, we received over 8,000 pages in this application. So when
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M. Pearre mentioned a nountain of documents, he was not being
facetious. The next speaker is Bo Robertson.
MR, ROBERTSON. Good afternoon, how are y'all

Thank you for letting me speak today. M nane is Bo Robertson
|"'mw th Medtronic. | represent the cardiology division for this
conpany and for mddle Tennessee and eastern Tennessee. W do
business with both Muntain States and Wl |l nmont Health Systens.
W\ have conpetitors with simlar products that do the sane thing.

W\ have over 4,000 patients in that market, it's
probably a little higher than that, I'mtrying to be
conservative, who have nedical devices that require frequent
interrogation. So proximty to any facility is a real val ue.

And the program we have seen so far from \Wellnont and Mountain
States, it looks like it will keep the most facilities open for
the greatest amount of tine.

Under the current reinbursement systemin
heal t hcare today, we are still in a service business, but as we
move into global billing and gl obal paynents, the hospitals are
responsible for the status of that patient for a period of tine.
So if our patients have to delay their ability to have nedica
care for even 30 mnutes to an hour, it could change the tota
i npact of that cost of care for the next 60 to 90 days. So we
feel like there'Il be some real value in keeping those facilities

open. \What we have tal ked about so far has been inpressive, and

We support you
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MR. OCKERVAN.  Thank you very nuch. Any
questions? No, thank you very nuch. Paige Kisber

MS. KISBER Good afternoon. | am Paige Kisber,
and | represent the Hospital Aliance of Tennessee. W are an
organi zation of Tennessee's not-for-profit hospitals that are
speaking in support of the application for Certificate of Public
Advant age submtted by Muntain States Health Alliance and
Vel | mont Health System

There are several reasons why we think the merger
of these two health systens will best serve the patients and
communities in which their hospitals are located. First, as
not-for-profit hospital systems, Muntain States and Vel | nont
have a long-standing tradition of follow ng a mssion that
enhances community and patient wellness and deliver care to all
menbers of the community, regardless of their ability to pay.
Several of their facilities are |ocated in rural areas offering
an indi spensabl e service by providing a significant amunt of
charity care and providing and serving a high percentage of
TennCare and Medicare patients.

Second, Muntain States and Wl |l nont specifically
direct resources toward the comunity heal th inprovenent by
conducting health needs assessments. Through this data driven
and col | aborative process, the health systenms partner with
stakehol ders in the community to identify and address the nost

significant health needs facing their prinmary service areas.
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In this application, they have pledged to invest
at least 75 mllion in population health inprovenents over the
next ten years to neet the unique health needs of this region

Finally, not-for-profit healthcare providers
Mountain States and Wl | nont endeavor to be good stewards of the
heal t hcare resources in their area. Their plan to invest in
enhanci ng heal thcare services, expanding access and choice, and
extending heal thcare research and graduate medical education,

w |l ensure that cost-effective, high-quality, and accessible
heal thcare for the region will remain viable.

Al so, maintaining |ocal governance protects
patients and community benefits by keeping merger related savings
and jobs in those communities served by the heal thcare systens.
HAT urges the Tennessee Departnent of Health to approve this
application for a Certificate of Public Advantage.

W are confident that the health systems and the
State of Tennessee can work together to ensure citizens of
Tennessee receive the quality heal thcare they deserve.

MR. OCKERMAN. Thank you. Thank you very nuch.
Representative Mke Harrison

MR. HARRI SON:  Good afternoon. That's former
representative. Please say that. Again, |'mMke Harrison,
serve as the executive director of the Association of County
Mayors. | was a forner state representative. | served the

people fromthe 9th House District from 2003 to 2015.
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During the latter stages of ny legislative career
| was pleased to sponsor the bill to update the statute
pertaining to the Certificate of Public Advantage.

This |egislation, approved by both chanmbers and
signed by Governor Haslam enabled us to nodernize this lawto
meet the healthcare needs of the state. | was pleased with the
outcone of this bill because it provides an appropriate mechani sm
for the state review a proposed merger to determ ne whether the
benefits of a cooperative agreement outweigh by clear and
convincing evidence any di sadvantages attributable to the
reduction in conmpetition. And even if a COPAis granted, the
state will still supervise the new organizations afterwards to
ensure they conply with the provisions of the statute.

Vel | nont Health Systens and Mountain States Health
Al'liance are now proposing to merge through this law, and | share
my enthusiastic support for their innovative and conprehensive
COPA application. These two organizations closely followed the
drafting of this updated |aw, understood its provisions and
produced a plan that will stand the test of tine.

In drafting their application for a COPA
Vel | nont and Mountain States worked diligently to craft a
proposal that woul d advance the quality of care for patients and
the quality of life for the broader comunities in northeast
Tennessee and southwest Virginia. The two organizations have

devel oped a vision to create a national nodel for healthcare
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quality, preserve regional access to services and build new
service offerings, reduce the pays of healthcare cost growth and
inprove the health status of communities they serve. They have
crafted groundbreaking proposals to address major needs in nenta
heal th and addiction recovery, two pressing issues in the
northeast Tennessee region.

Havi ng served northeast Tennessee in the
legislature, | ampleased with the direction el lnmont and
Muntain States are taking. They've |ooked at the area
short-termand | ong-termneeds and devel oped a thoughtful and
fundanental |y -- how to address them

Wien | sponsored the legislation to modernize the
COPA statute, | was confident people throughout the state would
be well served. Having seen what Vel |mont and Mountain States
have proposed, | can unequivocally say their application wll
achi eve exactly what was intended. | encourage you to grant
Vel nont and Mountain States a COPA so they can proceed with
making a fundanental difference in the health and wellbeing of
northeast Tennessee. Thank you all

MR OCKERMAN:. Thank you. Dick Lodge?

M. LODGE: | waive ny right.

MR OCKERMAN:  You may do so. Craig Becker?

MR BECKER  Thank you, Commi ssioner Dreyzehner
and Jeff for allowing nme to cone speak today. | am Craig Becker

presi dent of the Tennessee Hospital Association. And | really
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appreciate your time and the effort that's gone into this whole

process. | knowit's been a long and weary one perhaps, but one
that's most inportant, particularly for the people in northeast

Tennessee.

These are two of our nenbers, Muntain States and
Wl nont, they both belong to the Tennessee Hospital Association.
And one of the things that | wanted to talk about a little hit
today was that healthcare itself, and hospital care in
particular, are really undergoing sone transformtions that put
tremendous pressures on these hospitals, and others wthin our
state.

And | think what we are seeing is things that
other industries have seen. | don't care whether you are talking
about banking, airlines, comunications, it's the same thing.
They have all seen the same market forces that are going in
technol ogy that's changing, particularly governnent oversight,
which is forcing a lot of our hospitals to spend a |ot of noney,
resources, and effort to keep afloat. And also probably the |ast
one is the increasing need for capital cost just to keep up with
a lot of the technology that are out there.

So what do you is when you put all these resources
and put all this into quite the stew, it leads to consolidation
within these and as we have seen notice other industries as well.
So what | see here is that this is an effort to basically realize

the economes of scale and certainly the whole idea behind this
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Is to preserve services to the people of northeast Tennessee.

Al 'so, obviously hospitals are not inmmune to al
the forces we are seeing, and they find thenselves in a situation
where consol idation certainly is a necessity and not just a
mar ket issue.

The hospital business nodel is certainly changing.
| think primarily because of the significant changes in the
delivery of care as well. Lower reinbursenent certainly doesn't
hel p when it cones fromour government and conmercial payers and
you get coupled with the significant shift in focus and val ue
over volume and greater demands to provide the highest quality of
care to patients in atime of limted resources.

So, again, it's clear that these pressures are
calling many hospitals and health systems, such as Vel lnont and
Muntain States, across the country to nerge or at least to
partner so they can assure that they can continue to provide the
care that certainly is expected.

You know, while it's true that these two systens
coul d have gone with a different partner, but it seems to ne that
these two comunities made the decision that they wanted this --
the two comunities made the decision that they wanted this to
happen, this consolidation, and it certainly was what was best
for their region. And | ama really strong believer that the
comunities are the nost inportant voices in these types of

decisions. And in this case the merging of the VWllnont Health

Elite Reporting Services * (615)595-0073
www. El i t eReporti ngServices.com

20


http://www.elitereportingservices.com/

© 00 ~N o o1 B~ O wWw N

T N T N R S T T T e e o e T . T Y = Y S T
O N W N PO © 0O ~N o Ul W NNk o

Systems and Mountain States Health Alliance certainly are going
to allowto keep healthcare local in northeast Tennessee and
certainly to provide for those unique needs of the season

So | certainly appreciate the opportunity to
address this. | think what we are seeing here i s sonething
that's happening throughout the rest of the state. Certainly
this is a unique opportunity, a unique situation. | think you'l
probably see other consolidations going on throughout the state,
but it's hard for me to fathomwhere that woul d happen where we
woul d need another situation of a COPA. But we will see, tinme
will tell. Anyway, thank you for your tinme, and we appreciate,
again, all of your efforts on our behalf.

MR OCKERMAN: Thank you very nuch. Are there any
ot her people who want to speak? Now is your chance, unless you
want to join us in upper east Tennessee two nore times. Again,
feel free to submt your witten comments to us either by nail
online. |f you have themhere, you can drop themoff with us, we
w |l an enjoy having those.

Dr. Dreyzehner, any fol | owi ng coments?

COW SSI ONER DREYZEHNER: |f anyone woul d like to
return to the podiumto add any additional coments, we woul d
wel come that. Hearing none, seeing none, thank you for being
here, we appreciate your time as well, and the next public
opportunity will be in Bristol Tennessee. Thanks.

(WHEREUPON, the nmeeting was concluded at 2:32
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