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San Luis Obispo, California, Mnday, Septenber 15, 2003

9:31 am - 1:52 p.m

MR. URBAN: |f everybody could be seated, we
are ready to begin. W are ready to start.

I"'mMark Urban. |'ma deputy Attorney Genera
for the State of California. Wth me at the table on ny
left is Tricia Wnne. She's a special assistant
Attorney General. And on ny right is Eric Themm who is
with The Canden Goup. W wll be conducting today's
public neeting.

The purpose of this neeting is to receive
i nformati on and public conmrent regarding the proposed
sal e of Arroyo Grande Comunity Hospital and French
Hospital. Before we discuss the transaction, | want to
start with a few housekeepi ng nmatters.

Many peopl e have contacted us requesting an

opportunity to speak, and we have a list of speakers, on

the back table, of people who' ve contacted us. In
addition, there is yellow sign-up forns and -- that you
should fill out if you're not on that list and -- or you

don't believe that you're on our mailing list. And that
will put you on our mailing list, and also, if you

i ndi cate that you want to speak, that will give you an
opportunity to speak today. And that you should hand

5
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themto M. Themm at your convenience or -- or during a
break. And pl ease be sure to wal k behind the court
reporter so that she can continue to give her attention
to the speaker at the -- at the nicrophone.

And as -- as | indicated, we have a court
reporter who's preparing a transcript for today's
meeting. The use of a court reporter and transcript
allows all of us to have a record of what everyone
says. Then we don't have to rely on our notes, which
frequently are inconplete or sketchy.

But by using a court reporter, there are
certain basic rules that need to be followed. First of
all, each speaker shoul d speak audi bly and not too fast
so that the court reporter can record what you say. And
she will be very aggressive about throwi ng up her hands
or indicating to ne if you' re going too fast, and you'l
sinmply have to go back and start over with your
presentation at the point at which she lost -- |ost
track of it.

Second of all, if you're not on the speakers
list and if you haven't filled out a form you should
spel |l your |ast nanme for the court reporter before you
begin your presentation. She has a list of the -- the
speakers. She's gonna have access to the forns. So
she' Il have the spelling of the names for nobst speakers.

6
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But as we get near the end of the neeting today, there
may be people that want to make brief coments who
aren't on one of the lists, and the -- those folks wll
have to spell their nanes.

We al so have the services of a Spani sh-1anguage
interpreter, who will explain, now, her services.

Al t hough, where is the Spanish --

THE | NTERPRETER: Ri ght here.

MR. URBAN. Okay. You can explain what you're
gonna -- what your services are and see if anybody needs
your services, and then we'll nove on

(The interpreter speaks to the audience

I n Spani sh.)

MR URBAN: | don't see anyone that's
requesting services --

THE | NTERPRETER  No

MR URBAN: -- so thank you

THE | NTERPRETER:  You're wel cone. Do you want
me to wait alittle bit?

MR URBAN: | don't think so. Thank you

THE | NTERPRETER:  Ckay.

MR. URBAN: Now, |'mgonna turn to a brief
description of the transaction itself.

Arroyo Grande and French Hospital are owned and
operated by Vista Hospital and its affiliates, which are

7
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nonprofit corporations. Vista has filed for Chapter 11
bankruptcy protection. As part of its bankruptcy plan,
Vista has entered into a asset purchase agreenent to
sell these hospitals, and a hospital in Riverside
County, to Universal Health Systens, a for-profit

cor poration.

Uni versal owns and operates hospitals in
California and throughout the United States. By
statute, the Attorney General nust review and consent to
any transfer of control or ownership of a hospital from
a nonprofit corporation to a for-profit corporation.

The statute providing us with this authority
lists several factors that the Attorney Ceneral nust
consider as part of his review In this case, the key
factor is whether the proposed transaction wll
adversely affect the availability and accessibility of
health care services in San Luis Obispo.

The Attorney Ceneral has retai ned an expert
consul tant, The Camden G oup, to evaluate that issue.
And M. Themmis the principal researcher for The Canden
Goup on this project. W expect The Canden Goup to
complete a report on the health care effects by early
Cctober. A copy of that report will be circulated to
everyone on the mailing list and posted on the Attorney

Ceneral's website.
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An additional public hearing will be held in
San Luis Chispo in late October or early Novenber to
di scuss The Canden G oup report. The scheduling of the
hearing usually is approximately two to three weeks
after the distribution of the report, which gives people
an opportunity to review the report and digest its
contents before we -- we have a hearing on it.

Health care inpact reports traditionally
descri be the health care needs of the community, the
services being provided by the hospitals that are
subject to the transactions, and the possible effects of
t he proposed transaction on the services that the
hospital is providing. An inportant part of the report
is recommendations to reduce or elimnate any adverse
health effects of the proposed transaction

I n approving transactions, the Attorney Genera
has often required continuation for a set period of tine
of existing levels of charity care and of critica
heal th services and prograns offered by the hospitals
that are being sold. 1In this transaction, Universa
Heal th Systenms has agreed by contract to use its best
efforts to provide existing |l evels of charity and
i ndi gent care.

The buyer has also agreed that it will -- it

will continue to operate the hospitals as genera
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acute-care facilities as long as it owns themand wll,
for at least five years, nmintain basic energency
services at the two San Luis Cbispo hospitals, unless
there is a substantial reduction of the rei nbursenent

| evel s fromvarious health care funding sources. These
commitnents will be the starting point for The Canden
Group' s reconmendati ons.

The -- after the conpletion of the hearing on
the health care inpact reports, the Attorney Genera
then must make a determination as to whether to approve
the conditions, approve the sale, approve the sale with
conditions, which is frequently what we do, or
di sapprove the sale. By statute, that decision has to
be rendered by no | ater than Novenber, | believe it's
the 24th, during Thanksgi ving week. And we plan to neet
that deadl i ne.

Now, |'m gonna discuss briefly the conduct of
and agenda for today's neeting. Wen | conplete ny
remarks, we will have a brief presentation by the
seller, Vista Hospital, regarding the transaction. Then
we' |l have Universal Health Systens make a bri ef
presentation. Then we'll hear fromelected officials
and their representatives. And then after that's --
those presentations are conpleted, we will take public
comrents, roughly in the order listed on the speakers

10
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list.

Many of you have indicated that you have
certain time constraints or that you'd like to appear
during certain periods of time, and we'll make our best
efforts to -- to accommopdate those requests. W
ordinarily don't inpose tinme linmts on public conments.
We assune that all of the speakers will show good
judgrment in presenting coments that are short and to
the point. And it's been ny experience that nost of the
i mportant points can be nmade -- can be done in five to
ten mnutes, nmaxi num

If you have extensive conments that you want to
make and you can reduce those to witing, that would be
very hel pful, and we, obviously, would |ike to see
witten cooments. Also, if you have a set of comments
that you're reading from your tendency probably wll be
to speed up your presentation. And in that situation,
you might want to hand a copy of your witten comments
to the court reporter so that she can have that record
and doubl e-check her notes agai nst those -- those
conmment s.

We have this auditoriumuntil 4:00 p.m, and
think that should provide us with nore than anple tine
to hear from anyone who wants to speak. W will take a
I unch break of about an hour sonewhere between -- the

11

file:///F|/Final/888484.TXT (11 of 134) [9/30/2003 3:29:46 PM]



file:///F|/Final/888484.TXT

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

I unch break will be somewhere between 11:30 and 1
o'clock. And | think that -- that will be our only
break this norning.

So | think we're ready now to have the seller
make their comments.

MR. SEIDEN. Good norning. M nane is Richard
Sei den of Fol ey and Lardener, outside general counse
for Vista Hospital Systens and French Hospital Medica
Center. | amjoined here today by Donald Allen,
executive vice president of Vista Hospital Systens.

Since 1992, Vista has owned and operated Corona
Regi onal Medi cal Center and Arroyo Grande Conmunity
Hospital. 1n 1997, as a result of the divestiture order
i ssued by the Federal Trade Conm ssion, Vista acquired
French here in San Luis Obispo. According to the
Federal Trade Comm ssion, and | quote, the purpose of
the divestiture was to ensure the continuation of French
Hospital as an ongoi ng, independent, and viable
acute-care hospital and to remedy the | essening of
conpetition resulting fromthe acquisition of Oinda
Health Care by Tenet Heal t hcare.

Over the course of the past ten years, Vista
has incurred a total of $180 million in debt under
t ax-exenpt bonds in order to acquire the three hospitals
and rel ated real and personal property and to make

12
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capital inprovements at each of the hospitals.

Shortly after acquiring French Hospital, Vista
was forced to discontinue one particular program of
services, which caused a significant cash fl ow probl em
for French and the other Vista hospitals. Starting in
1999, Vista has been unable to nake the required
principal and interest payments under the bonds. In
order to avoid foreclosure, Vista has entered into a
series of agreements with the bondhol ders whereby the
bondhol ders agreed to substantially reduce paynents of
anmounts due and to delay exercising their rights and
remedi es under the bond docunents in exchange for
restrictions that were inposed on Vista's operations and
cash flow. These restrictions have prevented Vista from
maki ng certain necessary capital investnments in each of
the hospitals, particularly at French.

In May of 2002, the bondhol ders deci ded that
they were no longer willing to allow Vista to con- -- to
continue to own and operate the hospitals w thout any
paynent of their debt. At the direction of the
bondhol ders, Vista began a process to |ocate a buyer for
all three hospitals. Vista had operated the hospitals
as a system which had enabled Vista to use excess
revenues from one hospital to subsidize the operations
of the other hospitals. Vista agreed to negotiate a

13
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purchase agreenment for all three hospitals with
Uni versal Health Services, a national for-profit
hospital system

On April 3rd, 2003, Vista and French entered
into an asset purchase agreenent, which is an agreenent
to sell substantially all of their assets, including
Corona, Arroyo Grande, and French hospitals. The asset
purchase agreenent required that the sellers file
petitions under Chapter 11 of the Bankruptcy Code. And
these petitions were filed in the U S. Bankruptcy Court
in Riverside County in June of 2003.

The purchase price under the asset purchase
agreement will be insufficient to pay all of the debts
of Vista, including paynents due to the bondhol ders and
the unsecured creditors. Therefore, once the bankruptcy
plan is adopted, there will be no net proceeds renaining
foll owi ng paynents contenpl ated under the bankruptcy
pl an, and upon consummati on of the sale of assets to
Uni versal, Vista Hospital Systens will have been
liquidated, and it will be dissolved.

Vi sta anticipates that the bankruptcy court
wi || approve an order adopting the plan of Iiquidation
by the end of Novenber. The asset purchase agreenent
shoul d be conpensated at or -- be con- -- consumuated at
or before the end of Decenber, subject to regulatory and

14
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1 judicial approvals.

2 As a nonprofit hospital system owni ng and

3 operating community hospitals, Vista has al ways

4 recogni zed the inmportance of each of its hospitals to

5 its respective comunity. Here in San Luis Obispo,

6 Vista has been willing to maintain levels of critica

7 health care services, despite operating at a | oss or

8 extrenely low | evels of revenue in excess of expenses

9 and periodic negative cash flows. Because of its

10 commitnent and obligation to the conmunity, Vista is

11 al so well aware of the closure of the County GCenera

12 Hospital here in San Luis Obispo and the displ acenent

13 and demands that closure has placed on all of the city's
14 health care delivery providers, and particularly, to the
15 energency departnment at French Hospital. It is vitally
16 i mportant when soneone is struck with a life-threatening
17 condition that there be tinely access to conprehensive,
18 quality health care services and facilities. Vista

19 under st ands the increased burden that the conmunity

20 clinics have born as well.

21 In negotiating the asset purchase agreenent,

22 Vista insisted that the buyer do each of the foll ow ng:
23 (a) continue to operate each of the hospitals as a

24 general acute-care hospital for as |ong as the buyer

25 owned the hospitals and to naintain an energency

15
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departnent at the hospital for at least five years after
the sale; (b) maintain a | ocal governing board to advise
buyer as to the operations of the hospital. That board
will include |ocal community | eaders, menbers of the
medi cal staff, and other physicians in the community;

(c) maintain charity and indigent care provided by the
hospital at the sane | evel as provided by Vista prior

to the sale.

As a nonprofit hospital system Vista acquired
exi sting community hospital facilities that were being
sold by third parties in three different California
communities. Vista has used whatever resources it had
available to it, in borrowed noney and revenues from
operation, and reinvested that noney in its hospita
facilities. Unfortunately, like many ot her hospita
operators, Vista has endured significant econonic and
conpetitive challenges in attenpting to neet the health
care needs of each of its communities.

Assum ng responsibility for the delivery of
quality health care, Vista has played a stewardship role
with respect to valuable community assets. In the
process of evaluating bids, Vista becane confortable
that Universal Health Services is a very capabl e owner
and operator of general acute-care hospitals at its many
|l ocations in the United States. Universal has agreed to

16
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all of the requirenments in the asset purchase agreenent,
and Vista fully expects that Universal will conmply with
t hese provisions.

MR. URBAN. Ckay. Thank you. Thank you,
M. Seiden

Uni versal Health Systens.

MR. VWRIGHT: Good norning. Not to correct you,
General, but it's Universal Health Services, just for
the record.

Uni versal Health Services is located in King of
Prussi a, Pennsyl vania and was founded in the year 1978.
UHS is one of the |argest and nost experienced hospita
managenment companies in the nation. Qur nmissionis to
provide quality health care that patients reconmend to
famly and friends, physicians prefer for their
patients, purchasers select for their clients, enployees
are proud of, and investors seek for long-termreturns.

Uni versal Health owns and operates 100
hospital s and anbul atory care treatnment facilities
t hroughout the United States, Puerto Rico, and France.
O the hundred, 36 are acute-care hospitals, 39 are
behavi oral health, 24 are anbul atory, and one is a
speci alized hospital. In addition to that, UHS owns
four hospitals in California: Lancaster Community
Hospital, Lancaster, California, which is 117 beds;

17
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Inland Valley Hospital in WIldomar, California, 180
beds; a Rancho Springs Hospital in Mirietta, California,
98 beds; Del Alnp Hospital in Torrance, California,
which is 166 beds.

As Rick indicated, Universal Health Services
entered into a definitive asset purchase agreenent with
Vista on April the 3rd to acquire Corona Regi ona
Medi cal Center, Arroyo Grande Conmmunity Hospital, and
French Medical Center. The purchase is subject to
approval fromthe bankruptcy court, the Attorney
General, and ot her regul atory agenci es.

Just to reiterate sone of what M. Seiden said
with respect to the transactions, UHS has agreed in the
asset purchase agreenment to hire active enpl oyees who
are good standing on such terns and conditions
substantially simlar to other UHS enpl oyees working at
UH hospitals in California. W've agreed to establish a
| ocal governing board at both hospitals -- | should say
all three hospitals -- to advise UHS as to the
operations of the hospital businesses. The |oca
governing board shall include comunity | eaders and
menbers of the nedical staff. UHS will use its best
efforts to provide charity care and indigent care at a
| evel that is equivalent to the aggregate, to a |l evel of
such charity and indigent care previously provided by

18
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Vi st a.

As you know, Arroyo Grande Community Hospita
is located in a fast-growing market. This facility is
consistent with UHS strategy, and offers UHS an
opportunity to invest the necessary capital to expand
servi ces, upgrade equi pnent, and inprove the physica
plant. The ultimate disposition of Arroyo G ande
depends upon the outcone of the Attorney General's
review and its decision regarding French Hospita
Medi cal Center.

Wth respect to French Hospital, UHS wants to
preserve its options to address the | egacy of French's
insufficient funding and its current capital deficiency,
which affects the level of service it provides to the
constituent community. As you are aware, the hospita
has changed ownership six times since opening. None of
the previous owners, including Vista, invested the
necessary capital to replace equipnment or naintain the
physi cal plant.

Since the signing of the asset purchase
agreenment, there has been a material change in the
financial condition of French due to the opening of a
conpeting cardiac program |oss of orthopedic services,
and out migration of famly practice physicians. The
vol ume at French Hospital is eroding, costs are

19
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i ncreasing, and reinbursenent is declining.

Uni versal Health Services is requesting the
right to protect its investnment in Vista by preserving
its options, which include the followi ng: Continue to
operate French as an acute-care hospital; convert French
to alternative use; consolidate the operations with
Arroyo Grande Conmmunity Hospital

In addition, UHS is in the process of exploring
the possibility of selling French and Arroyo to a group
that has expressed interest in the purchase of these
facilities, which includes a nonprofit system doing
business in California. UHS would like to consider
offers fromother qualified buyers as well. UHS s
preference would be to continue to own and operate
Arroyo, but it appears that UHS woul d have to sell the
two hospitals to interest a buyer, given the issues
related to French.

I amfully aware of the constituent concern
with respect to the hospital's future at French and
appreciate the conmunity's enotional ownership of
French, but its troubled history cannot be ignored. W
believe the community will be adequately served no
matter which option is chosen.

We thank you for the opportunity to present,
and we | ook forward to the Attorney General's outcone.

20
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MR. URBAN: Thank you. Thank you for your
present ati on.

W will nowturn to the speakers list.

The Supervi sor, Achadjian

Did | get that close?

SUPERVI SOR ACHADJI AN:  d ose enough

Thank you. To meke it alittle easier, | wll
give our recorder ny business card for the spelling of
t he narne.

Thank you, M. Urban. Good norning | adies and
gentlenen. | do appreciate your taking the tine and
making the effort to hold this neeting, public hearing,
here in our own backyard, so to say. But if | may
respectfully request that the next neeting that will be
held is also held here in San Luis Qhispo, and if it's
possible at all -- at all that we can held it during
eveni ng hours where the working class is also avail able
to speak to you, sir. W appreciate that.

My personal concerns is not that the new buyers
could be for profit or for nonprofit. Any which way we
|l ook at them they're in business to nake a living, and
more power to them | have no concern there. | want to
be on record saying that.

But |'m concerned because of the supplenent to
Section 5(H), which you fol ks have a copy, where the

21
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UHS, the Universal Health Services, have done their
arithnetic by giving you fol ks the popul ati on of our
county, the nunber of beds avail able wi thout French, and
the -- and they are of such an opinion that that's

pl enty for us.

Was there -- in their equation, was it included
that we are mandated by the state within the next five
years to grow by 18,035 additional hones, which wll
add, on the average, about 70,000 nore popul ati on? Ws
that part of their equation? Wat wll happen
afterwards? Now, as we speak, SLOCCOG which is San
Luis Obi spo County Council of CGovernnents, have al
agreed to that nunber. What happens within the next
years when they conme back to us and say now, you need to
grow by another 18,000? Let nme remnd you that their
choi ces for us could have grown by 23, 000-plus hones --
not popul ation, homes -- and you can do the figures
your sel ves

If you're familiar with our roads, if you drive
during the leisure tinmes, you won't think that we need
three | anes on Highway 101. But if you were to drive
during the rush hour, it will be another story. Wen
Uni versal Health Services did their -- I'mgoing back to
their sinple arithmetic. Was it part of their equation
as what happens during peak hours? Do we now get
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nunbers or be on a waiting list for surgery? And what
happens to our enmergency needs and services with just
one hospital? Do we now consider having a drive-up

wi ndow for pregnant nmons to come and deliver their

babi es? How much hi gher health costs can we absorb? As
we speak, it is unreasonable. And that's with sone
competition.

I'"'mgonna beg that your decision that's to be
made, it's not done 'til we have the inpact report
available to you and to us, that we have a say about it,
and that all the details are considered into this inpact
report.

As | said, ny concerns is not of that it's for
profit or not for profit. W welcone any buyers, buyers
that will purchase the hospital and invest in our
community. We are not tal king about | osing another
video rental store or a furniture store we can do
without that we can wait for our tinme to conme. W're
tal ki ng about health care issues, closing the door to a
vi abl e hospital

You heard the story that it's -- just in his --
in French Hospital's history, it was the ends never net.
And | think that's because of the | arge debt owed by the
hospital, Vista Association, not because it cannot be a
revenue-generating hospital

23
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I want to thank you for your tine, and | would
appreci ate your consideration that our next neeting is
hel d at evening hours. Wth that, | will make nyself
available at any tine after this meeting, if you need to
get a hold of ne, to answer any of your questions.

Thank you.

MR. URBAN: Thank you

(Appl ause.)

MR URBAN:. Thank you for your presentation

Super vi sor Bi anchi

SUPERVI SOR BI ANCHI : Good norning. Thank you
for being here, and as | always say, welcone to
par adi se

I was the only supervisor in San Luis Obispo
County to vote against the closing of General Hospital,
and | -- | have to preface ny remarks with the -- that |
have this thing about corporations, so you' re gonna sort
of have to understand that's where | cone from

I have some questions that |'mgoing to ask and
then answer. And the first one is, you know, will the
agreenent or transaction create a significant effect on
the availability and accessibility of health care
services to the affected community.

Well, along with my role as county supervisor,
I"malso on the San Luis Cbi spo County Mental Health

24
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Board. And this past year, with the closure of Genera
Hospital, that neant that our psychiatric in-patient
unit had to close as well. W have contracted with
French Hospital to be our psychiatric in-patient unit.
W have a -- a -- in old General Hospital we had -- we
still have the psychiatric health facility for those
patients who don't need inmredi ate medi cal attention, but
if French closes, our close -- closest in-patient
Psychiat- -- psychiatric unit is Santa Barbara. And
this is of great concern to ne.

So obviously, in ny mnd, the proposed
agreenent, or transaction, is not in the public interest
at all from-- from-- fromthat perspective

And the question does the agreenment or the

transaction involve or constitute any breach of trust,

goi ng back to the psychiatric unit, | believe that it
does. You know, we've contracted -- what happens -- you
know, what happens if that unit closes? | don't
particularly care who owns French Hospital. | know that

there is sone concern in the public if it's Catholic
Heal t hcare West, you know, what happens to reproductive
services, et cetera. | believe that those are issues
that can be worked around. | don't believe that it's an
either or. This is a subject that interests ne, so |'ve
been | ooki ng at what has occurred in other |ocations.
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So that's -- for ne, that's not a problem

The problemis that we need to have these three
hospitals. W closed General on the prem se there would
be three hospitals in this area. And if Vista or
Uni versal Health Systens closes French, that |eaves us
with only one corporation in charge of our major health
care, and that's Tenet Corporation. They own Sierra
Vista, and they owmn Twin Cities in Tenpleton. And | --
regardl ess of whether it were -- were Tenet, or any
ot her corporation, to have only one -- one corporation
taking care of our health care, in ny mnd, is
unacceptable. | find that sort of appalling.

But | would like to reiterate Khatchik's
request -- or Supervisor Achadjian's request, to please
have the next neeting at night so people who -- who have
to work and the ones who are the nost affected by this
coul d be able to cone.

And as | said, once again, thank you for
comi ng. W appreciate -- we appreciate this very
much.

MR. URBAN:. Thank you for com ng, Supervisor

Bi anchi .
(Appl ause.)
MR, URBAN: Mayor Ronero.
MAYOR ROVERO  Thank you. 1'Il get right close
26
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to this, | guess.
I"'m Mayor David Ronero with the City of San
Luis Obispo, and | speak on behalf of our City Council.

First, we'd like to thank you for having

your -- your hearing here. And it is convenient to have
it in the evenings as well, so | want to echo the other
comrent s.

Qur city is less concerned as to who owns the
hospital. W prefer it be owned by the l|ocal doctors,
if possible, but we're certainly vitally concerned that
it continue to function. W need -- with the Genera
Hospital closed, we certainly need to have two viabl e,
ongoi ng hospitals. And so that's -- that's our express
concern here, that whatever happens, we want French to
continue as a viable and functional hospital for the
comruni ty.

Thank you.

MR. URBAN:. Thank you

(Appl ause.)

MR URBAN: It -- it is our intention that the
next meeting would be a split-tinme neeting where we'd
start in the afternoon and then do an eveni ng neeting,
if we can find an appropriate venue, which was -- in the
short time that we had to schedule this neeting, it
wasn't sinmple to find a place and do that in a manner

27
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that we coul d accommodate the neeting, number one. And
nunber two, we wanted to nake sure we had an all-day
session so that everybody who needed to speak coul d
speak, because this is a nore open-ended process at this
point than it will be when we have a health care inpact
report.

MR. ACHADJI AN:  We'll be happy to help you
with the location any tine.

MR URBAN: | -- | think we'll be able to
acconmodat e an evening nmeeting, but it will be split
with a dinner break in the middle so there will be anple
time for everyone to nake presentations.

MR. ACHADJI AN:  Thank you.

MR. URBAN: Do you have the Consuners Uni on?
Are they here?

AUDI ENCE MEMBER:  Yes.

MR, URBAN. Oh. Excuse ne. Mke Wiiteford is
first. I'msorry.

Is M. Wiiteford here?

MR, WH TEFORD: Thank you.

MR URBAN: |'m sorry.
MR VWH TEFORD: My nane is Mke Witeford. [|I'm
a district representative for Congressman Bill Thonas.

And 1'd like to thank the board for comi ng here today,
and al so the nmenbers of the audi ence.
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Just to add it, | appreciate that the -- the
state stating that the next neeting will have sone
evening tine. You have the nen and wonen, | ooking
around the audi ence, who are involved in health care
issues in this county, and it's a wealth of know edge
for you today. But the folks that are gonna be npst
i npacted are probably at work right now, so thank you,
froma personal, life-long county resident, for having
the next neeting in the evening.

I have a letter, here, fromM. Thomas witing
in support of the supervisors letter of August the 19th.
Dear M. Lockyer, | wite to express ny support for the
San Luis Cbispo Board of Supervisors' recent letter that
exam nes the issues related to the possible sal e of
French Hospital Medical Center and the Arroyo G ande
Hospital. | have attached the letter for your perusal
As noted in the board's recent letter, dated August
19t h, 2003, we nust ensure that any action that woul d
|l ead to the consolidation of French Hospital and Arroyo
Grande Hospital be carefully scrutinized. San Luis
oi spo County faces various health care chall enges, and
since the recent closure of San Luis Cbi spo Genera
Hospital, county residents are especially wary about
access to quality care if another hospital, such as
French, were closed due to consolidations. | appreciate

29
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your attention to the strongly-expressed concerns of the
Board of Supervisors. Best regards, Bill Thomas, Menber
of Congr ess.

MR. URBAN: Thank you. If --

MR WH TEFORD: Thank you

MR URBAN. -- you could give the letter to the
court reporter, and she'll enter it in the record. And
if you could thank Congressman Thomas for his interest
inthis matter.

MR. VWH TEFORD: Thank you, sir.

MR URBAN: We're now ready for Consuners
Uni on.

M5. JUN: Good norning. My nanme is Mchelle
Jun, staff attorney at Consumers Union.

Since 1936, Consumers Union's mission has been
to test products, informconsumers, and protect the
public. | amhere today under the third prong, as a
menber of the Community Health Access Project, a
nati onal project dedicated to the preservation of --

MR. URBAN:. You're -- you're gonna have to
speak a little more slowy.

M5. JUN. Oh. Sorry about that.

THE AUDI ENCE: And | ouder.

M5. JUN.  And | ouder?

MR. URBAN: You'll have to go right into the
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m ke. W have it at maxi num | oudness on the speaker, so

M5. JUN. Do you want nme to start fromthe
begi nni ng, then?

MR URBAN:  Yes.

M5. JUN. Okay. M nanme is Mchelle Jun, a
staff attorney at Consumers Uni on

Si nce 1936, Consumers Union's nission has been
to test products, informconsunmers, and protect the
public. | amhere today under the third prong, as a
menber of the community health assets project, a
nati onal project dedicated to the preservation of
charitabl e assets across the country. W have worked in
44 states seeking to inprove conditions and outcones for
communities where the nonprofit hospital or health plan
converts to for-profit status.

In a letter dated August 8th, 2003, Vista
Hospital Systens and French Hospital Medical Center
provided a list of docunents that have not been
submitted, and their filing fee, to the Attorney Genera
regarding the sale of its hospitals. After review ng
the filing, we believe other docunments have not been
submitted, despite the legal requirenments for the revi ew
of the sale.

The foll owi ng subni ssions are either

31
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insufficient or mssing entirely for Arroyo G ande and
French: The two npst recent comunity needs
assessnents; a breakdown of in-patient, out-patient --
out - pati ent emergency room charity care spendi ng, and
the annual nunber of such visits for the past five
years; all services to netal -- nedi- -- Medi Cal
patients, county indigent patients, and other class of
patients and type of services provided, the payor, and
the cost of services provided for the past five years;
all material effects that this proposed sale may have on
the delivery of health care services to the surroundi ng
communities; and a statenment on how this sale wll
affect the availability and accessibility of health care
inthe -- in these communities; and a description of
each nmeasure proposed by the applicant to mitigate or
elimnate any significant adverse effect on the
availability or accessibility of health care services to
these comunities. Finally, the only board neeting
m nutes submitted are fromApril 1st, 2003, despite the
requi renents include board mnutes and ot her docunents
reflecting the deliber- -- the deliberative process used
by Vista and French in selecting Universal Health
Syst ens.

It is inperative that these docunents be nade
avail abl e so that the Attorney General can review the

32
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process Vista underwent in making the decision to sel
its hospitals and to sell to a for-profit system After
all, Vista's assets are those of the San Luis Obispo
comruni ty.

The closure of San Luis Obispo General Hospita
and t he proposed sal e and conversi on of the county's
| ast nonprofit hospitals to for-profit facilities may
bring San Luis Ohispo devastating changes in health
access and services to its comunity, particularly to
its uninsured and underinsured residents. UHS has
prom sed to use its best efforts to provide charity and
i ndigent care at a level that is equivalent in the
aggregate to the level of such charity and indigent care
that was previously provided by the seller through the
hospi tal businesses. Such broadly versed pronises are
not sufficient given the recent closure of the county's
maj or indigent and charity care provider.

This community deserves -- this comunity
deserves a firmresponse and a definite policy on
i ndigent and charity care. San Luis Obispo County is
statutorily nmandated to provide indigent care, or CMSP
The San Luis Obi spo County Hospital Authority has
acknow edged that it's the county's responsibility to
provi de such indi gent care

We understand that General Hospital was a nmjor

33
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provider in indigent care, and in its absence, French
agreed to continue providing certain |evels of indigent
care. San Luis Obispo General served fromtwo to three
times the nunmber of indigent patients conpared to the
other facilities in the county when you consider patient
days, out-patient visits, and hospital discharges, as
you can see from our graph.

The delivery of services to Medi Cal patients
shoul d al so be reviewed. GCeneral Hospital treated the
lion's share of Medi Cal patients in this county. In
fact, General provided at least -- at the |east, three
times, and at the nost, 12 tines, the nunber of Medi Cal
patients with out-patient visits, as you can see on our
next graph.

It is appropriate to find out what guarantees
are being made to serve the popul ati on and who w ||
carry out the county's responsibility to provide
i ndigent care to its uninsured and underi nsured
residents. Historically, for-profit facilities have not
had to pick up indigent care responsibilities, but the

contracts will now be radically changed with the

possibility of all the -- all acute facilities being
operated by for-profit systenms. We ask will Universa
Health Systems -- Services -- sorry -- be consolidating

Arroyo Grande Community Hospital and French Hospita

34
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Medi cal Center, and will the French facility be
subsequently closed? As | have stated, the subnmitted
filing does not even begin to ask -- to provide answers
to these inportant issues regarding health services and
delivery to the county's uninsured and underi nsured.

W understand that The Canden G oup has been
hired to ascertain the health inpacts of these
proposed -- of this proposed acquisition. W strongly
recomrend t hat Canden thoroughly address these issues
and investigate how the county and its health facilities
will provide indigent care to this comunity.

The issue of charity care is inportant because
if this sale is approved, there will be no remaining
public or nonprofit hospitals left in the county. And
certainly, the data shows that the hospitals in the
county general -- generally left that responsibility up
to General

We recommend that the Attorney Ceneral address
the county's pressing concern over the increasing |ack
of charity care which is likely to result if this -- if
these hospitals are converted to for-profit facilities,
as you can see in our third chart.

The Arroyo Grande and French facilities share
the sane witten charity care policies, providing care
to all those who -- whose inconme is at or bel ow 200
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percent of the federal poverty level. This charitable
assi stance policy is of great inportance, particularly
because nearly a quarter of the population of San Luis
oi spo County woul d qualify.

In addition, approximtely 42,500 residents in
San Luis Ohispo County are uninsured. W thout
establishing conditions on this sale, many residents
woul d be left with the difficult choice of either
faci ng huge debt from medical costs or being unable to
med- -- to access medical care at all

Tenet, the owner of the two other hospitals in
the county, Sierra Vista and Twin Cties, proposed their
compact with uninsured patients earlier this year to
address the treatnent and pricing for uninsured
patients. The followi ng are anobng the pronises made to
i ndigent patients: To refrain from pursuing |ega
action for the nonpaynent or -- of bills by unenpl oyed
patients or placing a lien on the uninsured patient's
hone, if that is their only asset, and to provide
uni nsured patients treatnment, and in addition, to offer
patients discounted pricing for services at rates
equi valent to the hospital's current managed care rates,
whi ch are substantially discounted rates or gross
char ges

We now ask Universal Health Services, will it
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commit to similar promses to assist the county's
uni nsured and undersured -- underinsured residents.

Thank you for the opportunity to speak, and
now, | turn to ny coll eague, Leslie Bennett.

(Appl ause.)

MR. URBAN. Do you -- do you have a copy for
the court reporter?

MS. BENNETT: | do. | can give it to her
afterwards, if that's okay.

My nane is Leslie Bennett. |'ma staff
attorney at the Consunmers Union, as Mchelle nentioned.

In addition to the conments nmade by her, we ask
that the Attorney Ceneral investigate several other
i ssues, including the sale price, whether there has been
a breach of fiduciary duty, and the inpact of this
transaction on the health care environment in San Luis
oi spo.

The law requires that the assets be sold at
fair market value. The regulations state that the
sell er must provide the estinmated market val ue of each
facility or other asset to be sold. W ask that the
val ue of each of these facilities and the property
associated with each be articulated. As required, there
is a description of the nmethod used by the applicant to
determ ne the nmarket value of any assets involved in the
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proposed transacti on.

The sell er addresses this issue by saying we
have reason to believe that this price, $120 nillion, is
based upon a multiple of earnings at approximately five
times trailing EBIDA, or E-B-D-I -- E-B-1-D-A earning
before interest, depreciation, and anortization, for the
fiscal year ended Decenmber 31st, 2001. That is not
sufficient to state with any certainty the market val ue
of these nonprofit charitable health assets. These
assets do not belong to Vista or Perm an. They were
charged with the responsibility of ensuring that these
assets were adequately protected for the public, which
|l eads me to the next issue.

The law requires that the Attorney Genera
det er mi ne whet her the narket val ue has been mani pul at ed
by the actions of the parties in a manner that causes
the value of the assets to decrease. The filing says
French is currently suffering froma capital deficiency,
which affects the level of services that it's able to
provide to its constituent comunity. Approxinately
$180 million in bonds was obtained for Vista and French,
as is well known, over the last 11 years. And in
addition, there is now $50 mllion in accrued and unpaid
i nterest on that noney anounting to a debt |oad of 230
mllion
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We have questions about how French got into
this financial turnmoil and where the bond noney has
gone. W request that the Attorney General obtain the
official statenents for the bonds to ensure that the
nmoney was used appropriately. The boards of directors
of these organizations have a fiduciary duty to protect
these assets and ensure that resources were not
m smanaged. And it is the Attorney General's
responsibility to oversee this state's nonprofit
organi zati ons.

Along that |ine, we have a question about why
eart hquake insurance for French and Arroyo has been
cancelled. We'd like to know when these policies were
cancel | ed and the reasons for cancellation. It seens
hi ghly inappropriate to cancel themunless there are
plans to close these facilities, in which case, that
i nformati on shoul d be nade avail abl e.

The Attorney CGeneral nust deterni ne whether the
proposed use of the proceeds fromthe transaction is
consistent with the charitable trust in which the assets
are held by the health facility. At issue here is what
wi || happen to the noney held by the supporting
organi zations. The filing states that there are three
nonprofit corporations that provide financial support
for each of the hospitals, nanely, the Corona Regi ona
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Medi cal Center Foundation, Arroyo Grande Community
Hospi tal Foundation, and French Hospital Medical Center
Foundation. Each of these organizations is tied to
supporting these tax-exenpt facilities. Since the
Attorney General has the responsibility over nonprofits,
it's appropriate that the future of these resources be
made cl ear.

In particular, the filing states that Arroyo
and the French Foundations have not conducted any fund
raising since their formation in 2002; however, the
Arroyo Auxiliary, another nonprofit public-benefit
corporation that provides financial support to the
Arroyo facility has, since 1961, generated donated --
generously donated hundreds of thousands of dollars to
the hospital. It is, therefore, appropriate for the
Attorney General to determine if there were any
restricted funds that were donated to the auxiliary
whi ch shoul d be protected for their intended use.

The filing states that there will be assistance
that may include, but will not be limted to, such
things as community health education, health screening,
support for community clinics, free health services, a
children's preventative health center, and schol arship
for high school students. |If the articles of
i ncorporation are to be anended, as the |law requires,
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for these supporting organi zati ons, removing their
association with what will becone for-profit hospitals,
it is appropriate for themto be nade avail able so the
Attorney General may nore adequately evaluate the
proposal s.

Wthout careful review and analysis, it is
i mpossible to know, as the | aw mandates, whether this
transaction will create a significant effect on the
availability or accessibility of health care services to
the affected comunity.

Before this sale can be approved, the Attorney
General mnust deternine whether it is in the public
interest. Universal says that it is currently in the
process of negotiating a sale of French and Arroyo to a
nonprofit system W encourage you to obtain all the
details you can about this proposal before issuing any
decision, as it seens highly inappropriate that
Uni versal woul d be pernmitted to purchase these
facilities at a fire sale, clear them of accunul ated
debts through a bankruptcy court, and then be able to
turn around -- turn themaround for a prof- -- for a
profit. W recommend that the bankruptcy court hold an
auction for these assets and allow the nonprofit system
and any other interested bidder to participate.

Further, Universal is asking for the Attorney
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General 's support for a consolidation of French and
Arroyo hospitals if the sale is not conpleted and if
French is an undue hardship on Universal. W would
encourage the Attorney General not to issue such a
recomendati on unl ess there is anpl e docunentation that
that action is appropriate for the conmmunity.

In 2002 French handl ed nore than 44, 000
out-patient visits, nore than 14,000 energency services
visits, and nore than 1,000 patient days in the birthing
center. French also handled a significant number of
Medi Cal patients, nore than 4,800 out-patient, and 1,600
energency visits in 2002. Wile Universal says that the
cl osure of French would provide for increased investnent
in patient services at Arroyo, we would ask that those
guarantees be nade in witing. Wat investnents will be
made at Arroyo? How much nmoney will be spent, over what
period of tinme? And howwill those inplied inprovenents
in patient services be neasured? WII| Universal agree
to conduct quality surveys of patients nodel ed on the
patient's evaluation of performance in California, or
PEP- C surveys? And will Universal provide that
information to the Attorney General ?

Uni versal says Sierra Vista, Twin Cities, and
Arroyo can handl e the health care needs of the area
because there are plenty of patient beds, as was pointed
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out earlier. |If this sale is approved, Universal will
own 179 of the 464 hospital beds in San Luis Obispo.

Uni versal asserts that if French Hospital is closed, the
| oss of 112 beds is inconsequential and says it's
practical to assune that the three conpeting hospitals
coul d absorb French Hospital's volune if Universa
exercised its option to consolidate.

Uni versal seens to inply that these three
hospitals will conpete, and as pointed out by Supervisor
Bianchi, it's hard to believe that Sierra Vista and Twin
Cities will conpete with each other when they're owned
by the sane for-profit conpany, Tenet. |In fact, as
illustrated by the graph, Tenet will own nore than 80
percent of the beds in San Luis Cbi spo when French is
cl osed.

So while Universal believes that there would be
no significant adverse effects on health care, a serious
question exists about this assertion. Therefore, we
respectfully request that the Attorney General inpose
conditions on this transaction relating to the delivery
of health care to this community. In particular,

Uni versal should be required to maintain the current

| evel of energency room capacity and services delivered
by these hospitals. |If there is any intention to

el i m nate energency services, Universal should be

43

file:///F|/Final/888484.TXT (43 of 134) [9/30/2003 3:29:46 PM]



file:///F|/Final/888484.TXT

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

required to neet with the Attorney General and conduct a
conpr ehensi ve pl anning process; maintain the sane
charity care policies, not nerely use best efforts; and
provi de a designated | evel of charity care that is
specified. A penalty should be inposed if that does not
occur; provide a certain nunber of patient days for

Medi Cal patients at French Hospital. |If that facility
is closed or sold, that requirement should be continued;
provide for alternatives in the event that French
Hospital ceases to operate as an acute-care hospital

wi th 24-hour emergency room servi ces.

We appreciate the opportunity to comrent and
hope that our testimony will help informthe conference
of the health inpact statenment evaluating this
transaction in nore detail.

MR. URBAN: Thank you, Ms. Bennett, for your
present ati on.

(Appl ause.)

MR URBAN. | also -- | also want to thank Ms.
Jun for her presentation as well.

Avi s Austin?

M5. AUSTIN. Good norning. Can you hear? And
|i ke the previous speakers, we appreciate the
opportunity to talk to you at this public forum

My nane is Avis Austin, and | proudly represent
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the volunteers at French Hospital. |In 1947, one |oca
doctor saw the need for a nedical facility and opened a
new hospital. As the town grew, the need for health
care was even greater, and the French Hospital was
opened in 1970.

French built its reputation on excellent care,
concern, and the quality of health services they
provided. Now, nmany years later, they still continue to
provide top-of-the-line care and quality. As
vol unteers, we see and hear the inportance of keeping
French Hospital open to the comunity. W are in a
position to hear nmany patients and their famlies, their
comrents about the excellent care that they have
received at French Hospital, and as well as the physica
pl ant.

As volunteers, we cover 12 sections of the
hospital: The reception desk, floor duty, rehab, the
surgical waiting room and nany of the jobs are behind
scenes that the public doesn't see.

Wth the decline of health care prograns taking
away the security of nedical care would be detrinental
to the needs of the general public. Sending -- we're
sending -- we urgently ask you to keep French Hospita
open and take into consideration the responsibility of
provi di ng excellent health services for the San Luis
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Qoi spo comuni ty.

Thank you.

MR. URBAN:. Thank you

(Appl ause.)

MR. URBAN:. The next speaker will be Kathy
Borl and, and then the speaker after that will be Jan
Hi cks, so if she can get ready.

MS. BORLAND: Good norning. M/ nane is Kathy
Borland, and | have lived in this community for 20
years. | worked at San Luis Obispo General Hospital for
17 years. And from 1993 to 2001, | was the director of
nursing for the hospital and the clinics.

During that time, as many of you know, we were
fighting very hard to keep County General Hospita
open. As you al so know, County closed in June. And
amfinding it unbelievable that we're standing here
facing a possible second hospital closure. W have
al ways said we didn't need three hospitals in San Luis
oi spo, but we definitely needed two.

And on -- on the letter to -- that was sent to
the Attorney Ceneral, | couldn't find a date on this
letter, so maybe it was on a page | didn't have. But on
page 8, it says that San Luis Obispo County currently
has five hospitals in the county, none of which are
owned or operated by the potential owner. The |atest
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date | saw on this was June 10th, so it -- it |leads ne
to believe this was -- the letter was submtted very
close to the closure of General. And | just find it

interesting that there's not one nention in this
docunent that General Hospital had just closed or was
about to close.

The other point | want to nmake is on page 14.
It's already been alluded to, this forrmula for beds in
the county. Al of those that -- that live and work
here know that you can take fornulas, but the fact of
the matter is there are no I1CU beds in this county many
times during the year, there are no pediatric beds, and
we have to send patients out of the county. That,
actual |l y, was happeni ng when General Hospital was open

So now, we're |ooking at -- you know, when
we' re | ooking at beds, we |ook at specialty beds. How
many pediatric beds do we have? How many | CU beds do we
have? And in addition to that, nowwith OB -- Cenera
was a -- a big provider of OB -- those deliveries have
primarily gone to French Hospital, and those deliveries
are now up to 70 to 80 a nonth. And | don't believe
that Sierra could handle that right now. Mybe in 2008
when they have an expansion they could, but right now,
don't think that could be absorbed by them So that
is -- that is a big concern
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Also, it says in here that Sierra Vista has 201
beds. Well, that's licensed beds, and we all know t hat
we're not -- we don't operate what we're licensed. And
there's a gentlenman here that told me that they actually
operate 160.

So again, |'msure Canden is gonna be review ng
all this and | ooking at what are the actual beds in the
community. But what | would like to recommend is that
Universal -- if the -- assunming that the sal e goes
through, that it is my opinion that in the best
interests of the comunity we would |ike to see the
doctors purchase the hospital and have it owned and
operated | ocally.

And | know you nmade nention to the history of
French, and it's had nunerous, nunerous problens. Well
maybe if there was some |ocal buy-in, that that would
change. There is a |lot of support for General Hospital,
and I, for one, because |I'm standing here, have shifted
that support from CGeneral to French. | want to see
French succeed.

And the other thing I'd like to see the
Attorney General stipulate in this sale is that French
stay open for at least five years. And | nean we can
see that there is no way that -- that -- | don't --
again, in my opinion, that Sierra could absorb this.

48

file:///F|/Final/888484.TXT (48 of 134) [9/30/2003 3:29:46 PM]



file:///F|/Final/888484.TXT

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

They are -- they say in here they're going to be doing
an expansion in 2008, but between now and 2008, what's
gonna happen? So | would like to see that stipulation
of five years, and -- and I'd like to see the nunber one
consideration given to the doctors to buy the hospital

Thank you.

MR. URBAN: Thank you

(Appl ause.)

MR URBAN: Jan Hi cks.

No?

Frank Lebens.

MR. LEBENS: Good norning. Like others, | want
to extend nmy appreciation to you for taking this time
with us in response to what we feel is a real urgent
community need.

I"ma menber of the French Hospital |oca
governing board, and in that role, we are charged with
protecting community interests and needs in fulfillnent
of the mssion of the hospital. As menbers of the
board, we have no financial interest in the hospital

I"mhere today to con- -- convey the strong
sentiment of the |ocal governing board that the
conti nued operation of French Hospital is a -- is
critical to responding to the health care needs of the
community. Toward this end, we support the acquisition
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of French Hospital by an entity that is financially
strong and well capitalized and commtted to its
continued operation. W feel nuch |ess strongly about
who that entity or what that entity m ght be.

The asset purchase agreenent under
consi deration, however, speaks to the possibility of
consol i dati on of French Hospital into Arroyo G ande
Hospital, or even -- even nore extrene, a closure. This
we cannot support based on the concern that the
community needs will not be adequately served.

The data cited in the asset purchase agreenent
that is used to support the potential consolidation or
closure, we feel, has a nunber of inaccuracies, and in
sonme cases is dated so as to be no |onger applicable.
It even cites studies regarding conmunity needs that
were not intended for that purpose. In fact, some
services cited in schedule no -- schedul e O have not
existed for at |east three years.

We urge the Department of Justice consultants
to take an objective view of current capabilities and
capacities in San Luis nispo hospitals, such as
avai |l abl e bed spaces versus |icensed bed spaces, as
cited by the | ast speaker, operating room capacity,
energency room capacity, and obstetrics capacity in
assessing conmunity needs. W are confident that an
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anal ysi s based on current and accurate and objective
data will lead to the conclusion that the community
health care needs will best be served with the continued
operation of French Hospital by a financially-sound
buyer.

Thank you for your consideration.

MR. URBAN: Thank you.

(Appl ause.)

MR LEBENS: | should nmention that M. Roberts,
if he is next on the speaker's list, is here, but we are
sharing the podi um

MR URBAN. So is he going to appear?

MR. LEBENS: Ckay.

MR URBAN:. |f we could have Abby Lassen, and
then the -- the next speaker that we'll take after that
woul d be Sarah Hor ne.

MS. LASSEN. Good norning. M nane is Abby
Lassen. | address my comrents as a vol unteer attorney
with California Rural Legal Assistance, which serves the
rural poor in San Luis Obispo County. | am speaking in
opposition to the consolidation of French Hospital
Medi cal Center into Arroyo Grande Hospital due to the
significant adverse effects this transaction will have
on the availability and accessibility of health care
services, particularly to | owincome residents.
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This statement prepared by buyers, Universa
Heal th Services, in appendix A, part B, the suppl enent
to section 5(h) contains nerely a sinplistic formula of
the usage of hospital beds by multiplying the county
popul ation with a rate of patient days, divided by the
nunber of days in the year to arrive at the nunber of
hospital beds needed in the county. This formula
overl ooks several critical factors, including, one, a
consi deration of the types of beds, such as pediatric,
whi ch we already have a small nunber in the whole
county, obstetric, already insufficient since Genera
Hospital closed, and intensive care beds; two, the
di stance of the hospitals fromthe popul ation; three,
the age and other significant denographic
characteristics of San Luis Ooispo residents for
cal cul ating patient days; and four, the |loss of the
other services of the hospital, especially the closure
of another energency roomin the city of San Luis
oi spo. Mdreover, there is no acknow edgenment of the
| oss of charity care, indigent care, and other services
currently rendered in contract with the County of San
Luis Obispo in the event that French Hospital is closed.
Uni versal 's reference to a recent announcenent
by Sierra Vista Regional Mdical Center about an
expansion in the year 2008 shoul d not be considered by
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the Attorney CGeneral. Qur concern is with the
availability and accessibility of health care at this
time, not in five years. Even if Sierra Vista's
expansi on plans were nore imrediate, they are just that,
pl ans.

In closing, | respectfully request the Attorney
General deny consent to the proposed asset purchase
agreenent between Vista Hospital Systens and French
Medi cal Center and the Universal Health Services without
the addition of conditions.

Thank you.

MR. URBAN:. Thank you

(Appl ause.)

MR. URBAN:. Thank you. Sara Horne, and then
Boyd Horne will be next.

M5. HORNE: No.

MR. URBAN. No, he won't be next.

MS5. HORNE: Good norning. Thank you so nuch

for being here.

First of all, 1'd like to reference sonething
that -- | -- 1'ma nmenber of the health commi ssion, but
I"'mnot speaking for the health conmission -- a report

that the health commi ssion received in March of this
year, the community health status report. It would be
avail able to you through the San Luis County Public
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Health Departnent. I|I'msorry. This is the only copy
that | have, so | can't give it to you. And | would
like to reference --

MR. URBAN: You're going to have to speak very

closely to the mcrophone. Thank you

M5. HORNE: |'msorry.
I'd like to reference the -- the -- the section
that says hospital bed capacity. It says for al

hospitals in the San Luis Obi spo County, except General,
the staffed bed occupancy rate is higher than 95
percent, conpared to an average in the state of
California of 70.1 percent. That tells you that we
don't have enough beds in this hospital -- in this
county to cover the nunber of patients that we have

Wth CGeneral Hospital having closed, there --
we're short 46 beds, and that's having to be absorbed by
the three hospitals that are left. |If we |ose French
Hospital, we are now going to be short another -- |
think its 60 beds, 70 beds that General -- that French
is currently occupying. And | think we're going to be
in a very great dire straight for beds

And | would urge you not to allow this hospita
to close as is being proposed, or as one of the
proposal s of the Universal Health Systens.

Thank you so mnuch.
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MR. URBAN: Thank you

(Appl ause.)

MR, URBAN: Dana Justesen

M5. JUSTESEN: Good norning. |'m Dana
Justesen, a local citizen, health care consuner, and a
regi stered nurse at the conmpetition. | work for Sierra
Vi st a.

And | was just wondering -- this is not really
a prepared speech, but nore of an enotional response --
who in this roomwuld like to have their -- their baby
delivered in the supervisor's office on the floor, or
whose grandchild would you like to have delivered in
those scenarios? This is something that does go on
sonetinmes in Santa Maria, a conmunity that was forced to
becone a one-hospital town. Tenet cane in, closed the
competition, and they have one hospital in that
conmmuni ty.

We cannot afford, in San Luis Obispo, to be a
one-hospital town. Arroyo G ande does not provide
obstetric services. Two nigh, or two shifts that |
worked in the last ten days, we closed our obstetric
departnent at Sierra Vista. There were not enough
physi cal beds. There were not enough physical nurses to
care for patients. On the 6th of Septenber when that
occurred, and I was in charge, we were exchangi ng phone
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calls between French and Sierra Vista, who takes the
next patient, because they are were full also. And
that's exactly what we did. W started taking patients,
even though we didn't have the physical space or the
nurses to care for them

The other night -- we have three day-shift
nurses. We work 12-hour shifts, and I worked all night
long. | -- 1, and along with two other day-shift nurses
with the night-shift staff, and we cl osed the depart nent
once again. There were no beds. There were no nurses,
and there were none available at French. W need -- we
need French Hospital to care for this community. W
can't allowit to close. | don't really care who
open -- who operates it.

I worked at French Hospital for nine years.
There's a great bunch of staff people right here in this
roomthat are still at French. W provide the care. W
just need sonebody to keep it open. And we hope you'l
hel p us do that.

Thank you.

MR. URBAN:. Thank you

(Appl ause.)

MR, URBAN:. Janes Wi ght.

MR WRI GHT: Thank you for the time. M nane
is James Wight. |1'mwth the California Nurses
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Associ ation, which represents the nurses -- the

regi stered nurses at both Arroyo Grande and at French
Hospitals. The organi zation does not take a position on
whet her a for-profit or a nonprofit will assune the
purchase of French and Arroyo hospitals. W are,
however, very concerned about the issues that are raised
here today about patient care and the possible
consolidation or closure of the hospitals.

Havi ng said that, under the terns of the RFP
and the asset purchase agreement, Universal was --

MR. URBAN:. You're going to have to --

MR VWRIGHT: -- Universal was not obligated to
continue the contract with the nurses and continue to
provide themw th the benefits and the standards that
the nurses have achi eved under a whol e series of
col l ective bargai ni ng agreenents

What was required under the -- the RFP and
subsequent asset purchase agreenment was sinply that the
nurses be hired at a conparable rate. That has changed.
I n subsequent tal ks over the last few days with
Uni versal Health Services, CNA has negotiated a
agreenment with Universal that they bind over the CNA
contracts, and Universal has agreed to honor those
agreenments. Universal has further agreed to use its
best conmercial efforts to bind over any future buyer to
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our contracts.

We're pleased with that; however, many of the
i ssues rai sed today, including the issues raised by
Consuners Union, give us great concern. Dana Justesen
j ust spoke about what goes on in her hospital where --
when we have a situation where the hospital is full and
they go to divert. Cearly, this comunity needs to
make sone serious decisions about what they're gonna do
about this issue.

We trust in the office of the Attorney Cenera
to due diligence with respect to these issues that were
rai sed today, and I'd like to thank you for the tine.

MR. URBAN: Thank you for your presentation

(Appl ause.)

MR. URBAN:. Marguerite Bader -- Bader

M5. BADER  Good nmorning. My name is
Marguerite Bader, and I'mthe president of the League of
Worren Voters of San Luis oispo County. The League of
Worren Voters of San Luis Ohi spo County supports an
i ntegrated and conprehensive county health system W
al so support and encourage cooperation anbng public and
private sectors in order to provide the nost efficient
and effective public health and hospital services.

I just want to piggyback on sone of the renarks
that others have made regardi ng the patency of hospita
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beds being greater than 90 percent, sonetinmes 95
percent. If this is pointing to the fact that we can
barely neet our needs with our current popul ation, what
does this mean when our popul ati on expands? To that
end, the League of Woren Voters wi shes to express our
approval of Supervisor Achadjian's letter to the
Attorney General and the board of supervisors' action on
this matter.

MR. URBAN:. Thank you.

(Appl ause.)

MR URBAN:. Dr. Gary Donat h.

The next speaker would be David Harris.

Kaye M ckel son.

Li onel Chadwi ck.

MR. CHADW CK: Before | begin ny remarks, a
coupl e of the people that you just read off are
physi ci ans that, obviously, have an expressed interest
in the issue but are in the process of, probably, doing
what they do best. So perhaps they will show up a
little later.

Good nmorning. M nane is Lionel Chadw ck, and
| speak with you today on behalf of the San Luis Obispo
Physician's Health Alliance. The San Luis Obispo
Physician's Health Alliance is a group of over 90
communi ty physici ans who have cone together in an
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unprecedented way and with extraordinary clarity of
pur pose.

These hi ghly-regarded and respected citizens in
our community have committed their personal resources
toward the common objective of ensuring the stability
and community responsiveness of Arroyo Grande and French
Hospital. They have fornmed to take action ained to
return ownership and accountability of these hospitals
to our community.

Wil e both of these hospitals were initially
formed under physician gui dance and | eadership, during
nmost of their operational existence, corporations have
operated themin accordance with objectives defined in
other cities and states. Wile the hospitals have
struggl ed periodically during previous owners, the
financial duress has escal ated during current ownershinp,
culmnating in the very unfortunate bankruptcy
pr oceedi ngs.

VWil e participants in this organization are
individually as diverse as their nedical specialties,
all have significant msgivings about the current
owners' stewardship of these facilities. Wile we do
not know all of the factors |eading to the current
di stressed state of affairs, we suspect it is a
combi nation of well-financed, investor-owned
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competition, insufficient capitalization, and excessive
debt burden resulting fromoverly anbitious financia
proj ections, mssed nanagenent opportunities, and
finally, unfulfilled pledges to the nmedical staff
resulting in an erosion of confidence by both the

medi cal staff and the community alike. Thus, we support
the proposed sale of these facilities.

Since the early stages of Universal Health
Services' interest in acquiring the Vista facilities,
they have expressed an interest in divesting of Arroyo
Grande and French Hospital. It was that expressed
interest in divestiture that pronpted the physicians to
i ncorporate, make personal investnent, and seek
additional investor partners to prepare a formal bid for
ownership. Universal's recent expressed interest in
considering the closure of French, as the mere term
option, furthers the physicians' interest in acquiring
the hospitals.

We strongly feel the viability of both
hospitals is wi thout question. They are needed
resources for menbers of our comunities and serve as a
healthy alternative to the Tenet Healthcare facilities
in the coomunity. |In as nuch as the physicians and
their investor partners do not desire operationa
responsibility, they have identified hospital operating
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compani es who are interested in entering into |long-term
agreenents to | ease these facilities. The successfu
selected | essee will be a not-for-profit organization
and have all operational and managenent
responsibilities. Potential |essees have committed to
the continued operation and capitalization of both
French and Arroyo G ande Hospit al

We have conpl eted prelimnary eval uation
identified the required sources of funding, and begun
| ease discussions with potential operators. W are
eager to begin purchase discussions in the near future
and have been in regular contact with Universal in that
regar d.

In closing, we stand ready to assune ownership
of these hospitals and to secure a seasoned,
pr of essi onal operating conpany who is financially and
managerially able to return both facilities to a strong
footing, while being sensitive to comunity needs,
expectations, and clinical needs.

It is our strong opinion that a hospital is a
community asset and that the comunity nust be heard in
matters pertaining to ownership, as well as operations.
Thus, we are appreciative of these hearings, and are
hopeful that the community's voice will have a bearing
upon your deliberations and the circunstances of future
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owner shi p.

Thank you.

MR. URBAN:. Thank you

(Appl ause.)

MR URBAN: Dr. Ernest Jones

DR. JONES: |It's ny pleasure to be here and
see all the many friends and coll eagues in the
community. M nane is Dr. Ernest Jones. | ama famly
physi cian, and i mmedi ate past president of Arroyo G ande
Conmunity Hospital. | have been a nenber of the
comunity, here, for over 20 years. | ampresently
serving as president of the South County Heal thcare
Al'liance, a public-benefit corporation. | speak today
representing the South -- the South County Heal t hcare
Al'l'i ance.

The alliance was fornmed to advocate the
community's interest pertaining to the ownership of
Arroyo Grande Conmunity Hospital. Menbers include
physi ci an | eadership, civil |eaders, past and present
el ected officials, and energency response officials.

South San Luis Obispo County has three
incorporated cities. The board of supervisors, and all
three of these cities, Arroyo Grande, G over Beach, and
Pi smo Beach, have endorsed the alliance. Although we
are still conpleting deliberations -- and | think it's

63

file:///F|/Final/888484.TXT (63 of 134) [9/30/2003 3:29:47 PM]



file:///F|/Final/888484.TXT

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

an active, ongoing process -- we would like to make the
followi ng remarks and give the foll ow ng consensus of
our group.

First, the -- this alliance supports a change
in ownership of Arroyo Grande Hospital. As -- | don't
wish to go into it, but we have been displ eased and have
led less of -- loss of confidence in the current
owners. W feel that the sale would be a positive step
f or war d.

Secondl y, we have not had di scussions with
Uni versal Health Services, so we were unprepared to
comment on the prospect of their ownership. W are
concerned about the -- having another proprietary
conpany in the county that nmay prove problematic in
light of Tenet's very strong presence here. Should UHS
becone the owner of French Hospital Medical Center and
Arroyo Grande Community Hospital, all the hospitals
would be in an -- affected adversely, and woul d be
for-profit institutions.

The South County Health Care Alliance is
concerned with Universal's proposed option to close
French Hospital Medical Center and consolidate its
services with Arroyo Grande Hospital. Such a nove woul d
pl ace a severe burden upon Arroyo Grande Comunity
Hospital and its quality and content of services to the
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citizens of the south county. |In that regard, we
strongly encourage the Attorney General to place an
obligation on the new owners to operate and support
financially, through adequate capitalization, both
Arroyo Grande Hospital and French Hospital Medical
Center.

In conclusion -- and finally, we would like to
say that we are encouraged by the prospect of a |ocal
physi ci an group purchasing Arroyo Grande and French
hospitals. None of the representatives on our Alliance
are part of those physician ownerships, but we have
di scussed with representatives of that physician group,
and they have assured us, if successful, they intend to
| ease the hospital to a large, not-for-profit -- profit
hospital operating conpany. Such an outcone coul d
permit the county to continue to be of service by a
not-for-profit corporation.

We are very concerned about the care in this
community. We're grateful to be able to be a part of
this decisionmaki ng and woul d be a -- available for any
help in the future.

Thank you.

MR. URBAN: Thank you.

(Appl ause.)

MR. URBAN: Dr. Graydon Fonke.
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DR. FONKE: Thank you very much for all ow ng
our input. | appreciate the Attorney General's interest
inthis extremely inportant natter.

I"'ma retired pediatrician. | was a professor
of pediatrics at UCLA, and |I've kind of followed ny
famly up here to this wonderful community. |'malso on
the board of -- the foundation board of French Hospita
and the county nedi cal association. | represent none of
these. This is just ny own personal viewpoints.

We cannot get by with basically one hospital in
San Luis Chispo. Twin Cities is just too far for
anybody to go to, and they're full all the tine anyway.
French Hospital has been here for a long time, and it
has a good reputation. It has a wonderful staff. And
we need French Hospital to be open. W just could not
get by without that hospital

| supported the closing of the General Hospita
because of physical plant conditions and utilization,
and that was mainly due to physical plant conditions and
physi ci ans not havi ng confidence in an aging, aging
facility. But | would have never supported closing
anyt hi ng knowi ng that they were thinking of closing two
hospitals so rapidly. So |l -- | -- | hope the Attorney
General will see this problem

VWhet her it becomes nonprofit, | would prefer to
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see it nonprofit. | would prefer that the doctors

group, here, have a good chance of taking over both

hospitals. | think that would be wonderful for this

community. But for myself, my children, and ny

grandchi ldren, who all live up here, we need the beds.

And | urge you to give strong consideration to that.
Thank you very much for hearing us.

MR. URBAN: Thank you

(Appl ause.)

MR URBAN. Dr. Dan Cul hane

DR CULHANE: Good norning. | -- 1 didn't cone
intending to speak today, but just to listen, but -- but
thought that, in the last analysis, | should say a few

wor ds.

I''man energency physician, and | amthe
medi cal director of the energency departments at both
French and Arroyo, and have been active on the nedica
staffs of both facilities. So | have an interest
that -- with -- with respect to the ongoi ng operation of
bot h hospitals.

I -- 1'd like to speak to you today, though, in
anot her capacity, and that is as the nedical director of
the -- the only remaining nedical -- nulti-specialty and
primary care medi cal group in San Luis Obispo, County of
San Luis Cbispo Sel ect |Independent Practice Association
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And what we are is a group of physicians that work
al nrost exclusively with French and Arroyo to provide
care to thousands of both seniors and conmerci al
patients in this county.

As | said earlier, or as | alluded to, we are
the only renaining naj or nedi cal group, and we work
excl usively, or alnost exclusively, with French Hospital
and Arroyo Grande Community Hospital. Qur ability to
provi de those services in a way that works for our group
relies very much on our ongoing relationship with the
hospitals, with hospital systens that have been wlling
to partner with us. And the Tenet facilities have
clearly not been able -- not been willing to -- to do
t hat .

We -- the -- the prospect of one hospita
providing the -- with respect to the -- the potential
consolidation of the hospitals, our organization clearly
coul d not provide those services at Arroyo G ande
Conmunity Hospital solely, and the prospect of French
bei ng consolidated into Arroyo Grande clearly would
basically threaten the existence of our nedical group
and of the continued ongoing care and services we
provide for those thousands of patients.

W have significant reservations with the way
that -- with -- with the past at French Hospital and
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Arroyo Gande. W -- |'ve been here for eight years,
and | counted on the way in this norning. W had ei ght
CEGCs of French Hospital in those eight years, and we've
had five CEGs at Arroyo Grande Hospital in those five
years. W've -- we've had very significant managenent
chal | enges and financial challenges. So -- so -- the --
the transition to a new operator is not sonething that
we are opposed to, but we do argue strongly for the

mai ntai ni ng -- the maintenance of the services at both
facilities for our -- our -- our physicians and for the
patients that we care for.

Thank you.

MR. URBAN: Thank you.

(Appl ause.)

MR URBAN. |s Gregory Thomas here?

Hel en Mclver?

M5. McIVER Ckay. Good norning. |'mvery
happy to have you here to hear the conplaints and the
kudos to all the hospitals and the people that staff
it.

I"'mgoing to present a little different
perspective because | is an elderly one. And the
elderly people -- | amin a position that | work twice a
week. |'ma paralegal. | won't tell you where because
I"macting just on my own today. | talked to a |lot of
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el derly people. As soon as they heard French Hospita
closing, it was really frightening to them

I live in Gover Beach. | amsure that you
know we have the vehicles on the dunes, and every time
we have a holiday, we have lots of accidents. |[|'mclose
enough | can hear the ambul ances and the fire trucks go
out, and we are listening, and they head down G and
Avenue, they hit Fourth, and they're at the beach. So
what's happening is that we're -- we're seeing that we
are afraid that if you close this hospital here, and
Arroyo Grande energency roomis not open, if | have a
stroke, a heart attack, a ruptured appendix, or
somet hing like that, and they don't have the room for
me, where am| going to go? |Is a helicopter going to
pick me up and take me to Sierra Vista, or do | have to
go to Marion down in Santa Maria?

It's quite con- -- disconcerting to the elderly
people, and | really, really think -- | would like to
speak for the younger people, but ny tinme of pediatrics
is over 50 years away. M oldest daughter is a RN. O
course, she's nowretired. She was at was the Lasin
(phonetic) Brothers Hospital in San Jose in the ER room
so | think | know quite a bit about what |I'mtalking
about .

Thank you for your tinme.
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MR. URBAN: Thank you

Li nda Seel ey?

Carlyn Christianson

M5. CHRI STI ANSON: Good morning. | appreciate
the opportunity to speak today.

My name is Carlyn Christianson, and |'ve lived
in San Luis Obispo for 15 years. | amhere today as an
i ndi vidual and also as the practice adm nistrator for a
20- physi ci an group of anesthesi ol ogi sts who provide
services to all our local hospitals, except for north
county.

| have been working with this group for six
years, and before that | have another ten years of |oca
experi ence managi ng both nonprofit and for-profit
medi cal practices, including working a nunber of years
for OBGYN. In addition, | serve as the chair -- |
served as the chair of the county health conmm ssion for
three years, and | now sit on the board of the San Luis
oi spo Chanber of Conmmerce and on the Gty Pl anning
Commi ssi on.

I"mhere, first, to say that | and ny
physi ci ans do not oppose the sale of French and Arroyo
Grande hospitals. |'mhere, second, to say that we are
not supportive in any way of the closure or
consolidation of either facility.
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The reasons for our opposition to any proposed
consolidation are nultiple. First, fromour experience
and data, we agree with others that if French were to
close, Sierra Vista and Arroyo Grande sinply could not
handl e the conbined | evel of cases in its operating
roons. We do not understand how the volume of five ORs
and two heart ORs, which are at French Hospital, could
be added to already busy hospital ORs, even if not al
of those operating roons are currently 100 percent
utilized. There is still just too nuch work.

The cases could not sinply be shifted up north
to an expanded Twin Cities Hospital. It's inportant to
under stand that geographically the Cuesta G ade pass
forns a serious physical barrier for nmany patients who
| ack the resources or the physical ability to nake the
drive north to Twin Cities, or, for that matter, south.

I nsurance carriers actually have different
pl ans avail abl e, or no coverage at all, depending on the
geogr aphi ¢ demarcation of the Cuesta G ade. And
certainly, there are many types of health care staff and
physi ci ans, includi ng anest hesi ol ogi sts and
obstetricians, who need to |live near the hospital and
cannot just pick up their work and nove north.

Second, we are concerned about what
consolidation would nmean in terms of |ack of
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competition, a concern that cones directly from our
experience with the Valley Hospital closure down in
Santa Maria in 1999. Wen Valley Hospital closed over
four years ago in Santa Maria, which is our neighboring
town 30 mles south, regulators said that patients would
be able to find health care el sewhere, prinmarily in the
ot her hospital remaining there. Wat actually happened
proved those regulators right, but in an unforeseen way.

What happened was that the remaining hospita
in Santa Maria was conpl etely overwhel ned, unable to
provi de the beds, operating roons, staffing | evel, and
other services to maintain the higher quality that
Val l ey patients were used to, or even the quality they
had before, and so the patients, staff, and doctors who
coul d | eave abandoned it in -- in droves, and are stil
doi ng so

Qur practice alone |lost two physicians who
noved out of the area. Patients and doctors who coul d
afford it did find health care el sewhere. But
meanwhi | e, the patients and doctors who are left there
cannot support the renmining hospital, even though it's
the only one there.

In January 2004, a few nonths fromnow, five
years after Valley's closure, half of the OBGYNs in
Santa Maria will abandon their practice at the remaining
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1 hospital. Even though it will be alnost five years,

2 there is still a connection between Valley's closure and
3 what is happening with health care in Santa Maria now.

4 I am not equating San Luis's hospitals or its payor m x
5 to Santa Maria, but | amsaying that health care is a

6 system where what will happen cannot easily be

7 predicted, and isn't based just on data about |icensed

8 beds.

9 Third, we believe that major changes, such as a
10 hospital closure or consolidation, should be nore

11 carefully approached. The county took 25 years to

12 exam ne its recent closure of our public hospital, and
13 while | certainly don't think we need to study this

14 current situation for 25 years, Universal's al nost

15 casual suggestion of closure for French doesn't seemto
16 be based on any detail ed data or on an understandi ng of
17 the history, economics, or the realities of nedica

18 practice in this area

19 For instance, we live in an enornously

20 expensi ve pl ace when conpared with our reinbursenent

21 rates. The only reason our practice is able to attract
22 top-quality anesthesiologists is because the practice is
23 | ocated in San Luis Obispo and because of the cl ose

24  proximity of our main hospitals, which means we can run
25 a very efficient practice. I'msure this is true for a
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majority of the hospital-related nedical practices in
t he area.

Shoul d French be cl osed or consolidated, | know
that we would ultimately | ose, not only a number of our
best young physicians who |ive and practice here now,
but just as inportantly, we would | ose our ability to
hire new doctors and our ability to maintain an
econom cal ly viable, high-quality anesthesia practice.

Fourth, speaking with all of my hats together,
the very viability of our city's health care system and
thus, of its overall economic vitality, certainly would
be severely threatened by the closure of French
Hospi t al

So | amagain stating that | and ny 20
physi ci ans do not oppose the sale of French and Arroyo
Grande, but we are opposed to closure or consolidation
of either hospital. Both hospitals need to be operated.
Both deserve to be invested in. Both serve vita
functions as part of the conplicated, intertw ned, and
sonmewhat precarious health care system we have today.

I am hoping the Attorney Ceneral's office wll
make the situation a little | ess precarious and take
strong action to ensure that any buyer keeps both French
Hospital and Arroyo Grande Hospital open, operating, and
properly capitalized for the foreseeable future.
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Thank you.

MR. URBAN: Thank you.

(Appl ause.)

MR URBAN:. Robi n Rader.

M5. RADER M first acconplishnent was not
falling on the way up to the podium and believe ne,
that's a big deal for ne.

My nane is Robin Rader. | have been a nenber
of this community for over 50 years. These
Johnny-come-1 atelies, ha ha.

I ama nurse at both French Hospital and Sierra
Vista. | have actually also worked at Twin Cities. |I'm
speaki ng not for ny enployers. |'mspeaking for mnyself
as a consuner.

| amgreatly concerned over the casual coment
of closing or consolidating French Hospital. |
physically work in both intensive-care units, as well as
the coronary care unit at Sierra and at French Hospital
i ntensive-care unit, and have worked there when beds
have been conpletely filled. Not |ack of nurses, |ack
of beds. If one of the those facilities should close,
cl ose beds, you would be very unconfortable if you
shoul d have chest pain, you, know, be in a very bad car
acci dent and require intensive care.

I just feel that a sale for French and Arroyo
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Grande is inperative. They need the cash flow. They
need support. They need concerned managenent, for want
of a better word. But for themto conme in with a buyer
that, oh, well, nmaybe we'll consolidate, is just not
acceptable, and that has to be carefully | ooked at by
your office.

Thank you for comi ng. Thank you for being
here. Bye.

MR. URBAN:. Thank you

(Appl ause.)

MR URBAN:. Jackie Garta.

MS. GARTA: Good morning. Thank you for being
here, and thank you for giving us the opportunity to
speak up.

I"'mhere today as a private citizen and al so as
a representative of the Sexual Assault Recovery and
Prevention Center.

| feel it would be devastating to the health
situation in our community to close French Hospital for

all of the reasons that have been alluded to before

got up here. | would like to read this short letter
The community can ill afford to cl ose another
second hospital. San Luis General Hospital was cl osed

this past June, and the closure of French would greatly
i mpact the health of our citizens and would directly
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result in -- and you' ve heard of some of these
al ready -- a shortage of avail able hospital bed space,
only one energency roomto serve not only San Luis
oi spo’' s year-round popul ation, but also the student
popul ation at Cal Poly and Cuesta Col |l ege canpuses.

| haven't heard anybody nmention it -- maybe |
mssed it -- but we would also -- we would al so suffer
the I oss of a helipad that now serves all of San Luis

Obi spo County. This helipad, which is our only one, the

only one serving the whole county, not -- not only
serves -- Or now serves -- excuse nme -- to transfer
critically-ill patients to nedical centers in Los

Angel es and the Bay Area, and, very inportantly, it also
serves to transport critically-injured or ill patients
fromthe outlying areas of our county. As you know, our
county is -- | can't tell you the exact square mil eage
of our county, but there are many areas that are very
far fromthe city centers.

The cl osure of French Hospital would negatively
i mpact our community. And please consider denying
Uni versal Health Systens the choice of closing French
Hospi t al

Thank you.

(Appl ause.)

MR. URBAN: Ckay. Thank you
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1 Doug Carroll

2 Patricia WInore.

3 AUDI ENCE MEMBER: Doug Caroll is comng
4 MR. URBAN: |s Doug Carroll com ng?

5 kay. Patricia Wlnore will be after

6 M. Carroll

7 MR. CARROLL: I'ma little short now | used
8 to be 6-2. Now, I'm4-10, so -- | represent the
9 National Multiple Sclerosis Society. |'mthe nationa

10 chairman for the government relations conmmttee, and

11 al so a consuner of health care. | was a healthy male
12 until 42, four years ago, and -- and since that tine |
13 have stayed nore -- over ten stays in both hospitals.

14 And if it wasn't for Sierra Vista and French in the

15 south, | would not be alive today.

16 There's a |l ot of people -- we represent 2,500
17 clients with multiple sclerosis alone in this county. A
18 | ot of them cannot be here today because they're

19 honebound. And -- but w thout both hospitals being

20 open, they wouldn't have the care.

21 Each hospital has different specialties. |
22 mean in -- this last sumer, | was 46 days at Sierra
23 Vista Hospital. During that tine there was many tines

24 in the CCU they said they had no nore beds left. They
25 had to refer to French, and French was full at tines.
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What woul d happen if | needed to go? At that tinme |
still lived in Cayucos. It was a 20-mnute commute into
town. And we noved and got a hone here in San Luis

oi spo because of the two hospital s here.

If we close French, and Sierra Vista is full
that nmeans, now, from Cayucos people would have to drive
a 40-mnutes drive to go to Arroyo Grande or go over the
grade. And a |ot of people who are chronically ill and
homebound have enough trouble with the transportation
issues. So it would affect the whole comunity and a
whol e vast of people who don't really have a voice, and
hopefully, | can have a small voice as to that.

But | think we need both, and | think the

health care -- to have the quality health care we need
in this community, both hospitals need to be -- stay
open.

Thank you.

MR. URBAN:. Thank you

(Appl ause.)
MR WLMORE: Good norning. |I'mPatricia
Wlnore. |'mhere as the director of governnental

affairs for the San Luis Obi spo Chanber of Conmerce. W
are an organi zation sone 1,400 nenbers strong from

t hroughout the county, primarily businesses, but -- but
al so nonprofits.
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We do a yearly survey of our nenbers, and | ast
year discovered that over 90 percent were very concerned
about the condition of health care. And so | want to
relay that to you. Business peopl e understand business,
and we appreciate Universal Health Systens and their
bottomline. W've researched them They're a stable,
strong conpany in a difficult industry.

However, we also want to | ook at our
community's good. And in that |ight, French Hospita
presents a very inportant asset for this community. W
are concerned about the unfair conpetitive advantage

that Tenet woul d have should French no | onger be a

functioning institution. So in that light, | am not
here to oppose the sale. | nean this is a -- a w se
busi ness nove for all parties; however, | am encouragi ng

the continued operation of French in some form be it
owned by Universal or should they sell it to another
entity. Consolidation is not a good solution and should
not be approved.

Thank you.

MR. URBAN:. Thank you

(Appl ause.)

MR URBAN. |Is M. Thomas here?

DR. THOWAS: Good norning. M nane is Dr. Geg
Thomas. | apol ogi ze for not being here right at 11
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o'clock. | was held up

I amthe county public health officer and the
director of public health in San Luis Obispo, and | have
a fewpoints I'd |ike to nmake.

I have given you the -- sone of the data that
we've | ooked at in relation to hospital bed capacity in
the county of San Luis Cbispo. | would Iike to express
my concern regarding the sale of Vista to United (sic)
Heal th Systems, which includes a possible option of
consolidation of French with Arroyo Grande, that is to
say, closure of French Hospital, because of the
significant inpact | believe it would have on access to
care in San Luis Obispo County, particularly in the city
and north coast of San Luis nispo.

I know that Canden Group is providing -- has
been hired by the Attorney Ceneral to provide an
anal ysis of whether or not there would be a adverse
i npact to access to care. And | suspect that they are
going to cone up with the conclusion that yes, there
woul d be an adverse effect. | have -- there's a |ot of
information on this, but I've used the yell ow highlight
to put a couple of pieces of data out there.

First of all, that French Hospital does
represent 24 percent of the avail abl e nonpsychiatric
beds and 23 percent of the staffed beds in the county of
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San Luis Obispo, and 36 percent of the avail able
nonpsychi atric beds, and 39 percent -- around 40 percent
of the staffed beds in the city of San Luis Ohispo. And
the data is there for OSHPD too, the data that the
hospitals turn in on a yearly basis to denpnstrate
t hat .

Going to the next to the | ast page, you will
notice that the French Hospital represents, overall, 15
percent of the emergency roomvisits and, again, 38
percent, nearly 40 percent of the emergency roomvisits
inthe city of San Luis Qbispo for the -- for the
hospitals in San Luis Ohispo, and 53 percent of the
adm ssions fromthe emergency roomto the hospital in
the city of San Luis Obispo. That is nore than half of
the adni ssions of people going to the energency room and
need to be admtted to hospitals actually end up com ng
from French Hospital

San Luis -- or San Luis Obispo has been called
the poster child of what's wong with the nedical care
system There's been a trenendous | oss of the nunber of
physicians in this community over the last three to four
years and a significant increase in the nunber of
energency roomvisits. M©Many people no |longer are able
to access their prinmary care physicians and are using
urgent care centers and enmergency roons.
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Now, | did ask for the report from-- that was
turned in on the sale, and it did cone. It's yea high,
over 1,100 pages. And in it is data on San Luis Obispo
General Hospital. And | -- you may have heard sone
i nformati on about this already from sone of the other
speakers, but this data that was presented did not take
into account that the county closed the county hospita
June 19th, 2003. And a couple of the inportant services
that were provided, nmed search, nedical/surgical bed
capacity, but even nore inportant to ne right nowis
obstetrical bed capacity. French Hospital utilization,
as | understand it, of the -- as | have been told, of
the OB unit has gone up from40 to 50 a nonth to 70 to
80 a nonth, 70 to 80 deliveries a nmonth. There is no
way that Sierra Vista can take that capacity.

In the county and in the city of San Luis
oi spo, we have had sone advantages fromthe public
benefit of a nonprofit corporation. |In particular, |
want to thank French Hospital over the years for
providing a place for dental surgeries, which are
sonet hing that the hospitals do not make. Sone ki ds,
who are young and have very extensive dental disease,
have to be put under general anesthesia, intubated, and
have full nouth repair. There is also disabled adults
who have cerebral palsy or devel opnental disability that
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1 require an operating roomsituation. And French

2 Hospital, the public-benefit, nonprofit hospital, has

3 been the one who has provided that. |t has been

4 extrenely difficult to obtain that anywhere el se.

5 So | would like to ask that the Attorney

6 General's office, if they approve this sale, have it

7 with some conditions. First, that French Hospital not

8 be consolidated, but remain open for at least five

9 years; that if it is -- the sale is approved, that

10 French Hospital remain open and be -- and receive, under
11 the agreenment to be adequately maintained, that the

12 facility and staffing be adequately nmintained; that is,
13 we don't want it to die a mllion deaths, smal

14 decisions, like General Hospital that did die as a

15 result of many small cuts and the |ack of capita

16 i nprovenents that, in the end, made for | ow

17 utilization. W need sonething that is conpetitive in
18 the city.

19 And | guess | would like to add, in the -- in
20 the end, that if closure does cone, that the

21 condition -- obviously, other conversions fromnonprofit
22 to profit. This doesn't |ook tremendously profitable
23 over the short run, but if they ever do close the

24 hospital, there is a very large nest egg of wonderfu

25 land that is very valuable right now And so that if
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those benefits ever do becone avail abl e either through
closure and sale of the property 5, 10, 15 years down
the road, that the Attorney Ceneral keep in mind this
conversion fromthe nonprofit status to the for-profit
status that is proposed here in that that is a
public-benefit tax witeoff, or tax savings, that's been
accrued over the last several years.

So | suspect Canden Group will also cone up
with the conclusion that there will be an adverse effect
on access to care, and | think the only decisionis to
| eave French Hospital open

Thank you.

MR. URBAN: Thank you

(Appl ause.)

MR. URBAN. We have a fairly | arge nunber of
speakers left, and it's approximately 11:30. And I'd
like to run for about another 15 minutes. |s there --
don't have anyone on the list, or sign up, that
i ndi cated that they absolutely had to speak before the
noon hour. |Is there anyone who's signed up or in the
roomthat needs to speak?

M5. KUCER | do.

MR. URBAN. (Ckay. Go ahead.

MS. KUCER  Thank you for allowing ne to cone
al ong.
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Hel | o, and many thanks for your tine and
patience to digest all the information and issues that
are presented to you today. M nane is Carol Kucer, and
I have been a veteran RN enpl oyee of French Hospital for
14 years and an active voice for the California Nurses
Association. | have experienced nany different
ci rcunst ances and owners of French Hospital that have
affected health care as we live it today.

Qur comunity in San Luis Obispo has, and
always will, require two full-service hospitals to
provide optinmal care to our citizens. French Hospita
is a comunity facility that has yet to reach its
potential. W have been underfunded and
undercapitalized with Vista and wel cone a new owner. In
fact, we prefer alnost any other owner than Vista.

We have been reassured by Universal Health Care
Services that our CNA contract will be honored and
bi nded over during this sale. | ask that you, as the
Attorney General, take covenance and realize the
requirenents are necessary to safeguard the nedica
services the comunity deserves. | respectfully
chal  enge you to require accountability by Universa
Heal th Care Services and to recogni ze the conmunity
needs and require specifications for French Hospital and
Arroyo Grande to mmintain operations as full-service

87

file:///F|/Final/888484.TXT (87 of 134) [9/30/2003 3:29:47 PM]



file:///F|/Final/888484.TXT

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

hospi t al s.

The fluctuations and restrictions of MediCare
and Medi Cal reinbursenent rates are detrinmental to this
community and have been seriously overl ooked. W have
been classified in one of the | owest reinbursenment
rates, despite our incredibly high cost of Iiving.

Agai n, French Hospital wel comes the opportunity
to prosper and provide our community with the necessary
medi cal needs it excels in. It is a responsible choice
you can nake in your position to apply the necessary
gui dance in the chaos of this conplicated sale.

| appreciate you listening and taking to heart
the nmost precious comodity French Hospital offers,
which is healing and health care with dignity. 1In
summary, yes to an new owner, no to Vista, keep both
hospitals full-service hospitals, open

MR. URBAN: Thank you

(Appl ause.)

DR. HAWIHORNE: Good norning. M nane is
Dr. Jim Hawt horne, and | ama chief of the medical staff
of Arroyo Grande Conmmunity Hospital

MR. URBAN: You're going to have to speak way
into the mke, or you can take if off, if that's easier
for you.

DR. HAWIHORNE: That's fine. | wll try this.
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Thank you.

I amthe current president of the nedical staff
of Arroyo Grande Community Hospital, and |I'm speaki ng on
behal f of the nmedical staff of that hospital
Additionally, nmy concern about the future of the
hospital has led to ny involvenent with the South County
Heal thcare Alliance, from whom you've already heard this
morning. And as a long-term nenber of the nedical staff
of the hospital, |'ve experienced or participated in
many of the events through nore than half of its
hi story.

The nedical staff of Arroyo Grande is on record
as endorsing a change in the | eadership -- in the
ownership of the hospital. There are a nunber of
reasons the medical staff has come to this position.

The bankruptcy itself certainly speaks for the problens
of the hospital, but | would like to sketch sone ot her
concerns.

Illustrative of our concerns is the fact that
Arroyo Grande has al ready been nentioned as -- as
mentioned, has had five CEGs in the last six years.
There can be many expl anations for these transitions,
but it is indisputable that it cannot be good for the
hospital. These frequent nanagenment changes have
resulted in m ssed opportunities for the hospital,
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difficulty in nmaking and carrying out |ong-term plans,
and in enpl oyee uncertainty.

Related to this instability has been the fact
that inportant decisions have been made by the
managemnment organi zation, or by the owners, who do not
understand all the factors involved in the |oca
situation. Wiile there is a local governing board,
capabl e people have left this board, resigned to the
fact that they are provided i nadequate information or
| ack influence in decisions.

Finally, although Arroyo Grande Conmunity
Hospital has been operated as a not-for-profit
public-benefit corporation, it has failed to use the
substantial interest and concern for the hospital that
is potential in the community. This conmunity has
substantial resources that could and should be recruited
for the benefit of the hospital. But this is the past
and not what we hope for in the future.

VWhat | hear from coll eagues as we have tal ked
about the sale and the future direction of the hospita
is precisely the conclusion that | have reached over the
25 years that | have been a nenber of the medica
staff: Arroyo Grande has potential that has not been
realized. The hospital can be much nore than it has
been yet.
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1 The reason for the catal ogue of concerns is not
2 just to explain -- explain why -- why we endorse change
3 in ownership, but also to delineate the changes that

4 we -- we would hope for in the future and what we think

5 the hospital needs to recognize its potential

6 We believe that the hospital needs an owner

7 with a long-termconmitrment to the hospital. W believe
8 the hospital needs an owner that has an active interest
9 in the community and is responsive to both its needs and
10 its potential. W believe the hospital needs an owner
11 that will reinvest a substantial part of the profits of
12 the hospital back into the hospital for upgrading its
13 servi ces, maintenance of facilities, and provision of

14 charity care

15 Finally, | hardly -- | hardly need to

16 reiterate, but we also are concerned about the potential
17 consolidation, if that's a euphem smfor closure of

18 French Hospital, in that we don't feel that we have

19 hospi tal beds, enmergency departnent capacity, or

20 operating roomcapacity to fill the denand if that were
21 to close

22 Thank you for this opportunity to speak to you
23 and for your consideration of the concerns of the

24 medi cal staff of the hospital

25 MR. URBAN: Thank you
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(Appl ause.)
MB. SARROUF: Good norning. Thanks for the

opportunity to conment and for a copy of the
transaction -- the transaction records.

My nane is Sandra Sarrouf, and | am subnitting
and readi ng coments today on behal f of Pam
Heat heri ngton, who is hoping to make it, but is delayed
on the train. She currently sits as vice chair of the
San Luis nispo County Health Commi ssion. She's served
on the interimhospital authority board for Genera
Hospital and is one of the founding directors of the San
Luis Obispo County General Hospital and Fanily Care
Cinics charitable foundation

The following are her coments: Wat is
happening in San Luis Ooispo is not unique. Today a
nonprofit, public-benefit medical corporation aspiring
to for-profit status is generally the rule, not the
exception. But we'd like to renind you that nonprofit
organi zati ons have a noral obligation and ethica
responsibility to the community they do business in, and
we have nmany concerns

THE REPORTER: Woul d you sl ow down, pl ease

MS. SARROUF: The first -- the first area of
concern is that Vista Health Systens has squandered the
charitabl e assets that were to be held in trust for this
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community. Wile the bondhol ders have certain rights to
revenue, how do you propose to protect the comunity's
interest for return on investnment? Were are we in the
line of creditors? Bankruptcy |aws are supposed to
protect the comunity from m smanagenent. The conmunity
shoul d be the first debtor paid.

The second area of concern revol ves around the
recent decision by the county to cl ose Genera
Hospital. The county had been advised that the sale of
French, Arroyo G ande, and Corona hospitals could result
in a spinoff of any one of the hospitals, |eaving an
al ready fragnented nedical delivery system nore
vul nerable. The county based their closure decision on
erroneous information and failed to protect charitable
assets of the comunity. Mich of this decision was
based on an agreenent with Vista Health Systens that
French Hospital would continue to operate and take of
the medi cal needs of the community, specifically, the
psychiatric patients. 1t is incunbent upon the Attorney
General to investigate the full truth of the |aw of who
knew what and when they knew it.

The third area of concern is that if there are
any constraints on the property known as French Hospita
| ocated at 1911 Johnson Avenue. There have been many
transactions surrounding this property. It is a known
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fact that property that is in the hands of a nonprofit
may have restrictions on future uses. It is hard to
ascertain if this is the case with French Hospita
because real estate records are not included in the
transaction records that are available for review

Pl ease scrutinize these docunents for any considerations
or constraints given to Vista Health Systems by the Cty
of San Luis, or the county, because it is operated as an
nonprofit entity in our community.

The fourth and final area of concern at this
time is protection for the nost vul nerabl e popul ati ons
in our comunity. Wth our county hospital closed and
the potential for the only other nonprofit hospita
being sold to a for-profit conglonerate, what will
happen to the people who cannot afford for-profit
medi ci ne? Pl ease consider themin your deliberations.
For-profit Tent Health Systens, the owner of Sierra
Vista Hospital in San Luis Ooispo, is under federa
investigation for fraud. The possibility of having
Sierra Vista the only hospital in the San Luis Obispo
city area, if Universal Health Systens exercises its
request to consolidate or close French Hospital, is
frightening. They are not known for their charity
care.

In closing, | want to renmind you that you are
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dealing with Vista Health Systems, a bankrupt conpany
that has defrauded the public and lied to the community.
Per haps one of the conditions of sale should be that
they donate the French Hospital facility to the
community through a conversion foundation. Wat a
wonder ful thought to | eave you with, a true community
hospi t al

Thank you.

(Appl ause.)

MR. URBAN: Thank you. Two nore speakers
before we adjourn for |unch

MR. DIRINGER. Good norning. | appreciate the
opportunity to speak. My name is Joel Diringer. I|I'm
the facilitator of the Future Vision Task Force in San
Luis Obispo that has recently been investigating the
future of the health care safety net in our county.

The task force was forned earlier this year in
the light of the closure of General Hospital and was --
i s conmposed of representatives from 17 organizations,
including the county public health departnent, the
county medi cal society, the econom c opportunity
comm ssion, county adm nistrative office, and many ot her
agenci es.

The task force recently conpleted a six-nonth
study of the safety net in San Luis Ohi spo and provided
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a report and series of reconmendations to the board of
supervisors in August. |'ve given you a copy of those
recommendat i ons for your perusal

We did investigate and | ook very closely at
hospital capacity issues. At the tine there was a
general agreenent that capacity was sufficient if there
were four remmining hospitals in the county. An absence
of the one major hospital with a |icensed 112 beds woul d
severely inpact that health care safety net. As far as
the actual occupancy and staffed occupancy and |licensed
beds, | will leave that to Canmden and OSHPD and t he
county health departnment.

However, there were four gen- -- four specific
i ssues that concerned the task force inits report. One
had to do with avail abl e hospital capacity in the event
of an out break of an epidem c or other major emergency
in the county, whether there would be a sufficient
availability of beds at that time. The second one, as
you heard earlier fromDr. Thomas and ot hers, was
obstetrical capacity. General Hospital was a mmjor
provi der of obstetrics. Wth its closure, it's now
shifted over to French Hospital, which is often, as
you've heard, at its peak and at its limt.

The third issue is a nore specialized issue
that affects devel opnental |l y-di sabl ed adults and some
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young children, and that involves dental operating room
tinme. You ve heard Dr. Thomas nention that as well

And that was, actually, a very major concern for these
patients who need to be anesthetized and have that done
in an operating room French Hospital is the only
facility in the county that has been doing that at this
poi nt .

And |l astly, there was additional concern about
the energency departnment capacity with the renmaining two
San Luis Cbhispo city hospitals with the cl osure of
General, and particularly, the closure of the walk-in
clinic at General

So clearly, Gen- -- the closure of French
Hospital would put a additional strain on the safety net
of San Luis Obispo and woul d i npact access to care for
the entire comunity.

Thank you.

MR. URBAN:. Thank you

(Appl ause.)

MS. HANSEN. Good norning, and thank you so
much for listening to all of us.

I am Ann Hansen. | amchair of the board of
directors of Central Coast Funds for Children. Centra
Coast Funds for Children is a nonprofit in San Luis
oi spo County whose nmission is to raise funds for
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children in need in the county. M. Chadw ck mentioned
that a hospital is also a comunity asset as far --
beyond providing health care in the comunity. And
French has been a comunity asset.

Alittle over a year ago, French Hospita
received an award fromthe Economic Opportunity
Conmi ssion for its involvement in the comunity. And
part of that award was because French Hospital gives
Central Coast Funds for Children free space to run the
G ft Box.

The funds fromthe Gft Box fromthe hospital
go to children in the community. |In the past few years,
we have rai sed over $500, 000 for needy children in San
Luis Obispo county. To give you the specifics of what
is done with the noney, on this conmi ng Wednesday,
hospi ce partners will be opening a -- a children's
ber eavenent room which was funded entirely by Centra
Coast Funds for Children. Organizations like
Brothers -- Big Brothers and Big Sisters and Casa have
been able to continue quality training for their
vol unt eers because of funds from Central Coast Funds for
Children. The Assistance League is able to provide
clothes for needy children because of funds that we give
them Certainly, the closure of French Hospital would
greatly inpact medical care in San Luis Gbi spo County.
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A side effect is that it would al so cost thousands of

dollars that provide prograns for children in the

county.
Thank you.
MR. URBAN: Thank you
(Appl ause.)
MR URBAN: We'll -- we'll adjourn until 1
o' cl ock.
A couple of things: First of all, I'mnot sure

that this roomcan be secured, so if you have persona
bel ongi ngs, you should take those with you. And the --
my estimate is that we'll run about an hour during the
afternoon. And that should conplete the speakers that
have si gned up.

(Luncheon recess.)

MR. URBAN: We're ready to -- to reconvene.
Qur first speaker will be Dr. Gary Donath.

DR DONATH: Thank you very nuch.

CGood afternoon. M nanme is Gary Donath, and
amthe president-elect of the San Luis Ohispo County
Medi cal Society for the year 2004. |'ve practiced
medi cine for a total of 14 years, seven of those years
in San Luis Obispo. | aman active nenber of the
medi cal staffs at French Hospital Medical Center and
Sierra Vista Regional Medical Center.
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The physicians of San Luis Obispo county, and
particularly those physicians who practice in San Luis
Obi spo proper have experienced hospital ownership and
managenent as a -- as a constantly revol ving door over
the years, while the physicians have settled in and
mai ntained a relatively stable patient care core.

This public hearing brings us to address
anot her hospital ownership change. |In preparation for
this and subsequent hearings, the nedical society
solicited comments fromthe 258 active practicing
physi ci ans who practice in San Luis Obispo county, and
the nmedi cal society spoke personally to nore than 100
physi ci ans who practiced primarily in San Luis Obispo
proper and in the south county. A synopsis of their
coments are as foll ows.

Physi ci ans are unopposed and | ook forward to
the sale of French Hospital Medical Center and Arroyo
Grande Comunity Hospital to Universal Health Services,
I ncorporated by Vista Hospitals. It is generally known
that the physicians have reservations about the current
owner shi p and nanagenent of these two facilities. The
physi ci ans say, and | quote, San Luis Obi spo needs two
hospital s to adequately neet the nedi cal needs and
demands of our conmunity. Al one needs to do is | ook
at the average daily census at the two functioning
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hospitals, and the results of this census wll
denmonstrate the needs.

Physi ci ans are opposed to any cl osure of French
Hospital Medical Center or any consolidation of French
into Arroyo Grande Community Hospital. The physicians
request the Attorney General add covenants to the sale
agreenment to Universal Health Services which indicate
that Universal Health Services will purchase, operate,
and capitalize French Hospital Medical Center; Universal
Health Services will purchase, operate, and capitalize
Arroyo Grande Comunity Hospital; Universal Health
Services will not close French Hospital Medical Center;
Uni versal Health Services will not consolidate French
Hospital Medical Center into Arroyo Grande Conmunity
Hospital. Both French Hospital and Arroyo G ande
Conmunity Hospital are needed to serve the comunity.

In closing, | ask you to listen to the
physi ci ans of the area as you review this sale and
purchase agreement. W as -- we, as the physicians, are
the individuals nost intimately involved in the care of
the patients in the comunity.

Thank you very much.

MR. URBAN: Thank you.

(Appl ause.)

MR URBAN: Dr. Steven Hansen.
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Bi z Steinberg.

Sandra Sarrouf.

Bi z? kay. That's okay.

M5. STEINBERG | want to shut the phone off.
MR. URBAN. That's okay.

MS. STEINBERG ~ Sandra al so spoke this

nmorni ng - -
MR URBAN: Ch. Did she?
MS. STEINBERG -- just before the lunch break
MR. URBAN:  Ckay.
MS. STEINBERG So | think you caught her this
nor ni ng.

MR. URBAN:  Ckay.

MB. STEINBERG  Welcone to our comunity. | am
gl ad you are having these hearings.

My nane is Biz Steinberg and | serve as the
director of the econom c opportunity comm ssion for San
Luis Obispo County, the community action agency.
mai nl y work on behal f of people who are living in
poverty in our comrunity.

So we have a honel ess shelter. W have a head
start center, child care prograns. W have teen
clinics, senior clinics in the comunity, 22 of them
where seniors live or go to their nutrition
congregation -- congregate eating site. And so every
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year we do serve 35,000 | owincone folks. And just as
we all need housing, we need quality health care.

This past -- since February | have been part of
a group that was discussed this norning by Joel
Diringer, the Future Vision Task Force. And it was
quite an incredible experience to bring together the
physi ci ans, the medi cal society, county governnent, the
public health division, nonprofits |like our agency. W
actually got the grant to try to work -- work
on these issues of health care. And so | wanted you to
know that we are a community-involved participant. W
are very concerned about the results.

Ri ght now, 1'mquite taken back about the
potential sale. It sounds like every -- | can't nake a
coment on who should purchase it or any of that. M
point is going to be accessibility.

We went though, nost recently, the Future
Vi sion Task Force, and reported to the board of
supervi sors in August. CQur whole report was predicated
on the fact that we would have a north county hospital,
Twin Cities, of course, owned by Tenet; Sierra Vista,
within the city; French; and then Arroyo Grande. So the
folks that I"mserving, mainly we're -- we're there for
prevention, prinmary care, but, obviously, they have to
sometines go into the hospital
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We're very concerned that the county contracts
continue for the indigent and | owincome care. W
appreci ate what the hospitals have all done, whether
they are private nonprofit, private for-profit, or
nonprofit in supporting charity care. Ann Hansen
mentioned this norning the Gft Box and the Centra
Coast Funds for Children, and yes, we did give French
Hospital an award for that because they give that
space.

I nust also say that Tenet at Sierra Vista
gi ves our agency one Sunday a nonth, the day surgery
area, and | run our tattoo renoval program wth three
physi cians fromour comunity, so that fol ks can have
those tattoos renobved, and give community service in
order to get their appointnment, and then, over tine, are
able to be self-sufficient, contributing adults to our
comunity. So being the community action agency, we
work with everyone, and we are a partner in a positive
way.

Ri ght now, |I'm gravely concerned about this
potential closure. And | am hoping that as you study
all of this and the Attorney CGeneral comes back and --
with this report you are going to receive, that in late
October, | believe you said at the beginning of the
meeting --
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MR. URBAN: O early Novenber.

MS. STEINBERG -- or early Novenber, that we,
as a community, get to hear and -- well, see that ahead
of time so we can really get our questions answered.
| -- okay. So access is key.

And the last thing | wanted to say is one of
the -- one of ny -- I'malso a nmenber of the League of
Worren Voters, but |'mnot speaking on behalf of them
But one of themhad to | eave. And Trudy Jarrett from
Arroyo Grande had a section she had researched fromthe
Los Angel es Tines about Tenet Corporation. And in the
article in the L.A Tines -- and | don't have the
date -- she found that it has just sold five hospitals
to a Florida corporation -- It's called Health
Managenent Associates -- and has plans to sell 12

hospitals and close at least two in the future, for a

variety of reasons, |'m sure.
And | don't know which two those -- | don't
know what's gonna happen. | know we're | ooking at the

growth of Sierra Vista and the expansion of Twin in five
years, Sierra Vista 2008, but | think right now, just as
this has been quite a -- a stir to us, | don't know if
we know what's gonna happen with Tenet.

So | hope, as you |l ook at this on our
community's behal f, you research every little section
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of -- of your rules and what has transpired because you
are the neutral party that can help us get this figured
out so we ensure accessible health care for all of our
fol ks. Even those of us at the time that have insurance,
that's not a sure thing. Sonetines two things have

gotten very conpl ex

So we | ook forward to your -- your report and
comng -- for you to cone back here. And if | can at
all be of help -- our board is five nmenbers of the

publically-elected officials here, one of whomis a
menber of the board of supervisors, four city counci
people, five private-sector folks, and five
representatives of the | owinconme conmunity themnsel ves.
So please don't hesitate to call on us if you need any
ot her assistance. And we |ook forward to working with
you and the community at |arge.

Thank you.

MR. URBAN:. Thank you

(Appl ause.)

MR URBAN. Mt Rosen.

MR, ROSEN. Good afternoon. M nane is Mt
Rosen. | wanted to let you know that | ama registered
phar maci st, an onbudsman, on the health conm ssion. |
am here speaking as a private citizen

I"mvery concerned about the proposed sal e of
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French Hospital, not the sale itself, but -- but the
conditions that may be and may not be i nposed.

As heal th comm ssioners, we ask the Attorney
General's office to place two conditions on the sale, if
the sale is allowed:

First, that the hospital nust remain open for
at least five years; and the second, that the hospita
be fully capitalized, that is, the facility nust be
brought up to the acceptabl e code and equi pnent, and it
must be upgraded.

This second condition is a nust. It is ny
belief that the lack of capitalization of San Luis
General Hospital is what greatly contributed to its
dem se. Doctors, patients, HMOs, unions, decided they
didn't want to use General Hospital because it wasn't up
to date. In order for a physician or a nurse to talk --
whoops. Sorry.

Right now, it's ny contention that French
Hospital is probably in violation of the |atest H PAA
Code. For those of you not familiar with the
federal |l y-mandated rul es, they have to do with patient's
medi cal confidentiality. As a pharmacist, | amrequired
by state law to give counseling for every new patient --
prescription that a patient receives; however, this has
got to be where it can't be overheard
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It is my understanding, fromtalking to sone of
the staff of French, this is not being observed right
now because of its trenendous overcrowding. There is
just a thin barrier, a nere curtain, that divides the
different patients. There is no way that a doctor or a
nurse can talk to a patient about their -- their drugs
or their problems, or whatever the case may be, and
mai ntain our confidentiality. It just can't be done.

The other conplaint that | had was that because
of the overcrowded conditions, when one baby wakes up
and it starts crying, the whole section there can't go
to sleep. So that -- that leads to patients |ack of,
let's say good care. They can't get their -- their rest
that they need.

So therefore, | feel that it probably woul d
behoove you, if you could, because what |'msaying is
j ust secondhand, that maybe you ought to take the tine
to go over there and investigate and see for yourself
what the conditions are. They're overcrowded. And if
you nmerge it with General Hospital, it's gonna be even
Wor se.

Ri ght now, at General Hospital, many tines when
French calls to take sone of the OB patients off their
hands, the pregnant wonen, they can't do it. They don't
have the beds. And what's gonna happen if you nerge
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theminto one? It's just not going to be physically
possi bl e.

That's all | have to say. Thank you for your
time.

MR. URBAN. Ckay. Thank you

(Appl ause.)

Eri c G eenl ag?

MR CGREENLAG | amEric Greenlag. Welcone,
and thank you for the opportunity to speak and to remnind
you of your responsibility under Corporations Code
Section 5914 to help the comunity preserve the public
benefits that the public has invested in a health
nonprofit. | realize that bankruptcy can have an effect
on this responsibility, possibly precedent setting in
the state, but | insist that if there are assets which a
for-profit entity is interested in purchasing, there are
assets that still, by rights, belong to our community.
The overall public interest deserves standing in the
list of creditors with assets to be made available to a
conversion foundation as the | aw specifies.

I have a couple of specific issues to raise in
relation to your return and to the -- what should be in
the inpact report. | appreciate your including an
eveni ng hearing when you cone back, as well as an
afternoon hearing. Both are actually needed. People
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who work during the day need the evening access. People
who depend on public transit need to be able to speak to
you while that is still operating. People who fit in
bot h categories have a very narrow w ndow of

opportunity, between about 5:30 and 6: 30, because public
transit tends to shut down early here. So | ask you not
to preenpt that wi ndow of opportunity with a dinner
break. Thank you.

The other issue is the inpact report. In
addition to including the information which the
Consuners Union asked for -- and I'mvery nuch in
support of their comrents -- should al so reference our
county's safety el enent of our general plan. The
preparers should famliarize thenselves with that
docunent, including the technical background report, and
recogni ze that hospitals are identified as critica
facilities in disaster response in this county. You're
al ready hearing how serious the situation with the
exi sting hospitals in normal times. W' ve already heard
fromat |east one county supervisor, and others, about
the inpacts of population growh. Add the inpacts of an
eart hquake or some other very easily anticipatable
natural disaster, and how woul d we cope with only one
hospital in existence?

And it's inmportant to recognize that there can

110

file:///F|/Final/888484.TXT (110 of 134) [9/30/2003 3:29:47 PM]



file:///F|/Final/888484.TXT

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

be synergistic effects in accunulating a -- the
inability to serve. For exanple, an earthquake can not
only create an excess burden of injuries, it can also
create transportation inmpacts that nake it hard to get
across town if wires have fallen on roads, if bridges
over or under H ghway 101 are fallen or unsafe. People
can die sinmply because they can't get across town if
there's only a hospital on one side of town.

Anot her issue to renenber in relation to safety
and hazards is that we have, within 10 miles of this
city, an active, operating nuclear power plant, which
al so perches near an active fault. M understanding,
and you should confirmthis, is that at present the only
hospital in the county that has any facilities to
i sol ate a radioactivel y-contamn nated or
radi oactively-injured person and render treatnment is
French. If that is true, who would take up that
responsibility, and how would they be able to handle it?
I don't knowif | have the npbst up-to-date information,
but please do check this, and please do confirmit.

A lot of nmenbers of the public have raised a
| ot of issues here, and | would ask that the transcript
of today's public comrents be included in your health
i npact report so that we, the public, can evaluate
whet her the body of that report responds to the issues
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and questions raised by the public.

And thank you for the opportunity to speak

MR. URBAN:. Thank you

(Appl ause.)

MR, URBAN:. Robert Cohen

St ephani e Brenner

M5. BRENNER: Good afternoon. Please forgive
me. | ama recent patient of French Hospital. | had ny
tonsils out a couple days ago, and |I'm not supposed to
be tal ki ng.

MR. URBAN: You -- you're gonna have to al nost
swal | ow t he mike.

M5. BRENNER: |'m a recent patient of French
Hospital, and | had ny tonsils renoved. So |I'm not
supposed to be here speaking, but this is sonmething very
close to ny heart.

As a patient of French Hospital, a wife of a

doctor, and a nother of three children of which

definitely need, and will need, the continued support of
French Hospital, as they are boys, they are -- French is
conmmitted to -- committed to our conmunity, as you can

see by the speakers here that work at French, and the
nei ghbors and -- and just the comunity initself is

here voicing to you very, very strong opinions and --
some enotional, some are nore business oriented.
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UHS is in the business to nake a purchase and
possibly turn a profit. It's -- it's -- it's a
busi ness, and we all understand that. However, they
don't live here. They don't have to |l ook to our
hospitals for any kind of care, but we do. And with the
cl osure of French Hospital or the consolidation of
French to Arroyo, it brings up all of the points that
everyone before nme has al ready brought up to you, and
won't repeat them But they are very, very serious
poi nt s.

And as a nom and as a patient, and again, as a
wi fe of a doctor, watching them be worked to the bone,
and worked and wor ked and worked, and ny husband pul ling
an 18-hour shift last night and going back in again this
nmor ni ng because French could not facilitate one nore
OR -- he had to go on to Sierra Vista to help out. It
happens to us every day. And it's just sonething that
probably neans nore to us because, again, we live here.
We experience it daily, and maybe you don't.

| grew up in Orange County and L. A area.
know that over there, there's not so nuch of a concern
such as this. But in a small community and a smal
community such as this -- it is, again, going to grow
trenmendously up in the -- upwards of 18,000 homes that
were mandated to us to do, whether we wanted to or not.
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It's -- it's absolutely ridiculous to think we can only
manage with one hospital.

So again, | inplore you to listen to the -- the
comm ssion's report that they have done. They did a
great job. And we look to you to look into all the
details and hel p us out because we need your help.

Thank you.

MR. URBAN: Thank you.

(Appl ause.)

MR. URBAN: Kat hy Koch.

MS. KOCH: Hi. Thank you for comng to San
Luis Ohispo. M nane is Kathy Koch, pronounced a little
bit different than --

MR. URBAN: Sorry about that.

M5. KOCH. That's okay. | didn't wite
anything on there.

I ama registered nurse at French Hospital. |
have al so worked, over the last ten years, at Sierra
Vista and Twin Cities.

And a couple of things I'd Iike to point out
that -- if you were listening to the statenents by Vista
and Universal, they kind of portrayed French as a | oser
hospital which struggles to provide basic care. That's
not at all the case. For exanple, the Universal
representative stated that at French the patient nunbers
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are declining, reinbursenent is declining, and costs are
i ncreasing, without stating any facts to support those
bl anket statenents at all. Hopefully, if they -- if
they do have facts, they will provide themto you. But
that's kind of a lot of bad things to say about a
hospital w thout actually stating any facts to support
that dat a.

In fact, French Hospital has been a | eader in
the health care comunity on patient-care issues, such
as RN primary care, which nmeans an RN takes care of the
patient, and on safe staffing ratios, which you m ght
say that the state of California is finally follow ng
French's |l ead on that issue, mandating staffing ratios
whi ch French has nmi ntai ned for nmany years.

And yes, it does cost a lot to provide good
care to patients. There have been recent studies which
have connected the nunbers of patients that an RN cares
for with patient nortality. Al these facts and figures
m ght be very interesting to ponder until you, yourself,
your wife, your husband, your children, or your parents
becone a patient, and then it's paranount and
overwhel mi ng when you need that person to be there.

Say we had two nulti-vehicle accidents. Right
now, the anbul ances can divert one severe trauna to
Sierra Vista, one to French Hospital. Sonetimes one ER
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patient mght take six or eight people working on them
punpi ng blood in them doing x-rays, perform ng CPR
intubating to keep themalive. You can't predict in a
hospital situation whether you' re gonna need X number of
nurses or X nunmber of beds or -- or anything. It's a
very volatile situation when you try to staff so that
you can bring people in or send them hone. But you
can't anticipate big traumas or big energencies. So
that's why having the two possibilities is nuch nore
than twi ce as good as having one for the patient to
have -- be able to go to a place where there is enough
free staff nmenbers to save their life, because it does
mean saving their life.

Care of the indigent and uninsured patients
have been -- has been discussed here, but let's not
forget the insured people too. They deserve a right to
have pronpt treatnment. This can be -- that's the
majority of people out there -- that you don't want to
be having eight patients to one nurse, or you don't want
to be waiting three or four hours to see a - an
emer gency room physi ci an.

I'"ve been worked -- |'ve worked as a
supervisor, and |'ve worked at a tine when there were no
beds avail able at French Hospital, at Sierra Vista in
San Luis Obispo. And |I've also worked at times when
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Sierra Vista and Twin Cities were both diverting
patients. W had a flu epidem c here about four years
ago, | think in Decenber, where we called it conbat
nursing. Every bed was filled. People were filled in
the ERs. Half of the staff was sick. People that we
could reach to cone in tried to cone in. |t was very
difficult. That's just a normal flu, you know, season
We have had, since then, light flu season. But if you
| ook over the last three years, maybe you won't see
that. But if you |l ook a few -- you know, you can't
predi ct when you're gonna have a bad flu season

And the previous speaker nentioned about
Diablo. | was surprised it hadn't come up yet because
in enmergency preparedness, that's a big issue for us.
And especially in this tinme of increased terrorism
awar eness that a nucl ear power plant is -- it's
vul nerabl e both by ocean and by air. So that's
sonet hing that we have to think about in our community.
We -- there was a lot of protesting against the nucl ear
power plant. That's nostly died down. But they do
still store radioactive waste there, and they will for
many years to come. And as he said, it was -- it's on
an earthquake fault and |l ess than 10 mles away.

And finally, about the state-nandated grow h,
woul d l'ike to point out, because of our high cost of
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1 housing, that it's likely to be nmostly elderly people

2 that -- what happens in the past is people will sell

3 hones that they bought in the '40s and '50s in LA or San
4 Franci sco area. They can sell themfor a | ot of noney
5 and nove here and live confortably as retirees. But

6 ol der people require a lot nore and nore costly nedica
7 i nterventions through each year than a younger person

8 For exanple, if you increased our community by another

9 uni versity, you would not need as much health care as if
10 you increased it by ol der people.

11 So | just want to | eave you with a question of
12 what are we, as nurses, gonna do for our patients and
13 our people in our community if you close French

14 Hospital ?

15 Thank you

16 MR. URBAN: Thank you

17 (Appl ause.)

18 Jean Beck.

19 M5. BECK: Good afternoon. Thank you for being
20 here and for still |ooking interested in what people are
21 sayi ng.

22 MR. URBAN: We actually still are interested in

23 what peopl e have to say.

24 (Appl ause.)
25 M5. BECK: That's good to hear.
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I"mrather concerned. This nmorning | heard,
and again this afternoon, that the request is that the
purchaser keep the hospital for five years. That neans
2008. That happens to be the date, | understand, in
which Sierra Vista will have expanded. There's little
connection between these two facts.

AUDI ENCE MEMBER: Wul d you get closer to the
m cr ophone?

MS. BECK: How nuch?

Let's see. And there was sonething el se that
Dr. Thomas said. | worked at General Hospital for 11
years, and during that tinme, as he said, it was death by
Chinese torture, a little cut, alittle cut, alittle
cut. W called it death by 1,000 cuts. Are we setting
up for another one of those with a five-year tine span?

And that's all | have to say. Thank you

MR. URBAN: Thank you

(Appl ause.)

MR. URBAN: Earl Murray.

I am pronunciation inpaired, so | probably
m ssed your nane as well.

MR. MURRAY: Well, if you pronounced it right,
you' d probably be the first one that ever did so.

It's Earl Murray, and |'ve been a resident of
San Luis Obispo County for 35 years, 34 of those years
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here in San Luis Obispo. |'ve had surgery at French
Hospital, at Sierra Vista Hospital, and | was a patient
at the old French Hospital on Marsh Avenue. M w fe has
had surgery at Arroyo Grande, and two of ny
grandchi l dren were born at the General Hospital here in
San Luis Onispo.

My wife and | have had excellent care. 1In all
of those instances we've had excel |l ent care from each
one of the hospitals. The staff, the doctors, the
nurses, everyone were excellent. The treatnent was
great. But we know that now they're overworked, doctors
are |l eaving, nurses are |eaving, and we can understand
why. And | am concerned about this.

My wife and | are both in our 70s, and we're
going to be, as was suggested a little while ago, anopng
these people who are going to require nmore health care
in the future than we have in the past. 1'mgoing to be
in the hospital more, and | would hope that in the
future I would have the sane kind of treatnent that
we' ve had in the past.

We know that the situation is financial to a
greater extent. And we -- we -- we realize that people
who i nvest nobney have a legitimate reason and expect
to -- and an expectation to receive incone on their --
their investment. But it seens to ne that -- pardon ny
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hearing aid for squealing -- it seens to ne that the
nost i mportant concern -- and | woul d hope that you
woul d consider this, and I"'msure you will -- is what is

best for the patients. And | hope you wll.
Thank you.
MR. URBAN:. Thank you.

Frances DelLorenzo.

MS5. DeLORENZO. |I'msorry. | got here late. |
don't know who |I'm-- |'m addressing here.
MR. URBAN: |'m Mark Urban. 1'ma deputy

Attorney General with the State of California.

MS. DeLORENZO  Oh.

MR. URBAN: To ny left is Tricia Wnne. She's
a special assistant Attorney General. And to ny right
is Eric Thenm He's with The Canden G oup.

M5. DeLORENZO Ckay. Thank you very much.

Vll, | want to start that I'mnot planning to
depend on being in the hospital. And |I'm doing very
well so far. 1'mgoing to be 83 in Cctober. And |
haven't -- ever since | dropped HVO for two years, |
haven't been to the doctor, except for a knee injury.
kay.

VWhat | want to say, mainly, is that | think our
governnent has an agenda to get rid of Medi Care
eventually and -- because hospitals are closing
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everywhere all over the country. And so | think we need
to remenber that.

I -- I"'mhere to represent people who depend on
Medi Care, and, of course, that's all | depend on too,
which I haven't even used for the past five years. So
-- but there's people | want to represent that will be
needi ng them because people just get into poor health.
And | think it's really inportant that you hel p these
peopl e who will need the services here and not go al ong
with what the agenda is of this government to get rid of
Medi Care so that we can pay the bills for this war and
everything else that's -- it's being cut away from
i ndi gent peopl e and everything el se.

Thank you very nuch.

MR. URBAN:. Thank you

(Appl ause.)

MR. URBAN. Dr. Fred Vernacchia

DR VERNACCHI A: Good afternoon. Welcone to
San Luis Chispo. |'mFred Vernacchia, and |'ve been a
resident and a physician practicing here for the last 18
years.

MR. URBAN: You -- you're going to have to
speak close to the mke --

DR VERNACCHI A: kay.

MR. URBAN: -- and nmore slowy. Thank you
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DR. VERNACCH A: Okay. |'m Fred Vernacchi a.
I"'ma radiologist. |[|'ve been practicing in San Luis
oi spo for about 18 years now. |'ma forner nenber of

the health conmi ssion and served on its initial
comittee.

Unfortunately, during nmy 18 years, |'ve seen
French Hospital change ownership, probably five, nmaybe
even six tinmes. 1'mnot sure that's been hel pful for
the I ong-term econonic survivability of French Hospital,
but it's just the sign of our times and just a matter of
econom cs and how the corporate-owned hospital business
works. | feel very strongly and do think | feel -- |
speak for many of ny coll eagues who were, indeed,
surveyed to find out what they want to have happen with
French Hospital. But we believe, as a physician group,
that the sale should go forward with Universal Health
Systens; that it's a -- generally, a good thing that it
go through; that the hospitals adjust to neet the needs
of -- of the community. W feel that -- that with --
without trying to be an all -- a do-all, end-al
hospital to the community, that they can focus their

services and becone a financially-viable,

financially-profitable hospital. | think, given
what's -- what's happened in the conmmunity in the | ast
few years, trying to conpete and be a do-all, end-al
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hospital is really not the answer for French

We feel that the hospital nust renmin open. The
energency beds that are there are vital to the access to
care in our community. W have a physician shortage
area. W are seeing nore and nore patients ending up in
the energency roons because of that physician shortage.
Again, as a group, we feel that the sale should go
through. W do want there to be some covenants al ong
with that sale, and that is that they -- that Universa
continue to keep the hospital open and to capitalize it
well. And we're not tal king about trying to capitalize
it to necessarily conpete with Sierra Vista, but
necessarily to capitalize it to continue to serve the
community. There's -- there's two different -- those
are very different statenents.

And | think that those -- that's sonething you
really need to take to heart, here, is we're not asking
Uni versal to expand and to continue to do cardiac
services and expand into neuro and do all these fancy
things. | don't think any of the -- any of the
physicians in the conmunity are expecting that to
happen. But | think what we're saying is w thout doing
those things the hospital can remain a very viable, very
profitable community hospital that can serve the needs
of our conmmunity. And that's what we'd like to see go
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on.

We woul d not |ike to see French consolidated
with Arroyo Grande. We think that they need to remain
as two separate -- separate entities. W also feel it's
very inportant that two hospital remain in our
community. We've seen a corporation fornerly known as
NME whi ch went through its psychiatric rehab, their drug
rehab facilities, their skilled nursing facility, rehab,
you know, fraudulent |awsuits and their -- their
penalties. And then, obviously, | don't need to rem nd
you about what they norphed into and what their current
probl ens are.

It's a scary thought from a physician's
standpoint and froma -- a consuner's standpoint if we
were to becone a one-hospital town with the other
hospital being what it is. And, you know, you can take
a snake and change the skin all you want, but it's stil
a snake. And we need to protect ourselves fromthat.
And | think one of the best ways we can do that is to
make sure that -- that French remain a -- a viable
hospital, not necessarily a conpetitive hospital, but a
vi abl e hospital, and continue to serve the needs of the
conmmuni ty.

Thank you.

MR. URBAN: Thank you
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(Appl ause.)
MR URBAN:. Luke Faber

DR. FABER Hi. |'m Luke Faber. | suspect
everything seens |ike a broken record by now, but

anyway, |'mthe chief of staff at French Hospital. And

I'"'m here --

MR. URBAN: You're gonna have to nove closer to
the m ke.

DR. FABER (Ckay. | am-- can everybody hear
me?

kay. | amthe chief of staff at French

Hospital, and |'mhere to represent the nmedical exec- --

executive committee. And, of course, | have ny own
opinions as well. But primarily, | wanted to try and
rel ate what the medical executive committee -- their

opi nions regarding the viability, or the necessary
viability of French Hospital, and how it relates to
addressi ng comunity needs, perhaps addressing sone of
these issues which |'m sure have been addressed earlier
with regard to a one-hospital town being -- is that
enough or not.

Wth regard to French Hospital, the med exec.
Conmittee feels very strongly that French Hospital be
all oned the opportunity to exist; that we feel that it
is very inportant; that there are not enough beds wthin
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the conmmunity to address all the community needs for
health care if French Hospital should close. |If the --
the proposed tower that Sierra Vista has envisioned,
whi ch may or may not happen in the near or distant
future, is in large part to replace existing beds that
are in a portion of the hospital that will not be used
for patient care in the future, so that in terms of
addi ng additional beds, we don't see that as a -- a

| arge enough or urgent enough change to handle the --
the health care needs in this conmunity if French was
al l owed to cl ose.

The other issue is that we feel that froma
communi ty-needs standpoint, too, that we would like to
see French to exist, to be nmanaged by a group that has
the capital strength to nake French conpetitive. | do
believe that French can be competitive. | -- | actually
believe that French is surviving right now [If you were
to look at the bottomline, that they're very close to
penciling out even. And that | think that we need to
have a -- a buyer whose reputation is strong, who has
the necessary capital strength to nake the inprovenents
in the hospital that it so dearly needs to be able to
address the -- the health care issues of the -- of the
communi ty.

So in -- | guess fromny personal opinion -- |
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happen to be a cardi ac surgeon -- there have been --
there has been a |l ot of questions as far as what the --

the cardiac status of the hospital will or wouldn't be.

I think it's way too early to tell. 1 think that

it's -- it's premature to coment on the financia

status of the hospital. Right now, | believe that it
actually is doing better recently. | think that a | ot
of the problens that we've had in the past were -- could

be directly attributed to the nanagenent of the
hospital, and that a stronger managenent will make this
hospital profitable. And we would all like to see it
continue in its existence.

I think it would be very bad to have this be a
one-hospital town. | think that it would be difficult
for the physicians, as well as for the patients. So
thank you very mnuch.

MR. URBAN: Thank you

(Appl ause.)

MR URBAN. Dr. Brian Roberts

DR ROBERTS: Good afternoon. M nane is Brian
Roberts. |'man energency physician. |'ma nmenber of
the Societies G oup Foundation, which is the physicians
of this county's 501(c)(3) public charity benefit
corporation. |I'mon the board of directors of that
organi zation, and | amthe chair of the foundation's
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access to care conmittee. And | have practiced
energency nedicine in this county for 18 years now. |
have participated in county-w de organi zati ons devoted
to the resolution of access to care problens for nore
than ten years. And the first official job | had was
the founding vice chairman of the county's health
commission in '94. And just recently, | was on the
Future Vision Task Force, so it's sonething |I've spent a
lot of time with over the | ast decade.

The physicians of this county have been
surveyed, and they have commented on their concerns. M
comments are directed at nmy area of expertise, and that
woul d be emergency nedicine and access to care. The
i ssue, fromny perspective, is quite sinple. Currently,
French Hospital energency departmnment sees approxi mately
16,000 patients, and growing quite rapidly over the | ast
coupl e of years for a nunber of reasons. Sierra Vista,
where |'ve spent nost of ny tinme, sees about 21,000. By
proximty, we are their only close neighbor.

It's generally accepted in energency nedicine
that you need approximately 2,000 -- you need 2,000
patients to one bed in an enmergency departnment as a
ratio, so as you get to 10,000 patients, you need five
beds, generally, as you try to pencil that out. Sierra
Vista, we currently have nine to ten beds. W can take
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it up to eleven, and we're seeing 21,000 patients. So
if you do the math, we're pretty nmuch at capacity right
now. | need eight nore beds the day after French
Hospital closes. And |I've |ooked around today. They
weren't there. And it takes quite sone tine to gear up
for that.

In a county which sees an ever-increasing
nunber of patients seeking primary care in the energency
departnent due to an increase in population and a
decreasi ng physi cian base, the closure or consolidation
of French Hospital carries a trenendous inplication to
patient care. Subsequently, we agree with the conments
of Dr. Donath regardi ng the covenant statenents that the
Attorney General can and should add to this sale and
purchase. Universal Health Services nust conmit to
operating and capitalizing French Hospital Medica
Center and Arroyo Grande as separate inportant
facilities to the individual comunities that they
serve. Universal Health Services should not close
French Hospital Medical Center or consolidate into
Arroyo Grande Community Hospital

I ask you that you listen to the physicians in
this area regarding this sale and purchase. And as you
assess the people who cone talk to you, their agendas,
where are they coming from realize that | amthe
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director of the other two energency departments in this
county. On face value, who would stand to do better
than me by the closure of that facility? [1'Il get 90
percent of the patients.

It's not right for the community. It doesn't
serve the interests, and we sinply are not able to take
the increased flow. | know that better than anyone. W
woul d need years and years to gear up to such a change
It's avoidable, and | beseech you to avoid it.

Thank you very much.

(Appl ause.)

MR. URBAN:. Thank you

I"ve -- 1've gone through, at |east once, the
list of speakers and the yellow slips, but there may
have been people who weren't here when | called their
nane who'd |like an opportunity to speak, or people who
haven't signed a -- a slip and would |ike an opportunity
to speak. So this is -- this is your opportunity to do
so.

Everyone has said their -- their piece?

We will then adjourn this meeting, and we'll

| ook forward to seeing you in late Cctober or early

Novenber when we'l|l have the health care inpact
statenent out and -- and we'l|l take conments on that
report.
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Thank you all for coning.
AUDI ENCE: Thank you
(Appl ause.)

(Exhibit No. 1 was marked
for identification by

the court reporter.)
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