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From: William T Fujioka
Chief Executive Officer

MARTIN LUTHER KING, JR. - LOS ANGELES HEALTHCARE CORPORATION -
ANNUAL REPORTING PROCESS FOR ONE-TIME START-UP FUNDS

On March 8, 2011, your Board instructed the Chief Executive Officer (CEQ) to discuss
with the Martin Luther King, Jr. — Los Angeles Healthcare Corporation Board of
Directors (MLK Healthcare Board) an annual budget reporting mechanism so your
Board is informed on how the funds will be utilized.

As directed, this Office met with the Chair and members of the MLK Healthcare Board.
We agreed the budget would be provided to this Office as part of the process by which
the funds approved by your Board will be transmitted. We also agreed that a written
request will be submitted to this Office, on behalf of the County, which will include a
budget developed by the MLK Healthcare Board for funds to be transmitted. The
written request and budget will be reviewed by this Office to ensure that it is consistent
with the provisions of the Coordination Agreement between the County and the
Regents of the University of California. This budget will then be forwarded to your
Board.

In accordance with this process, the MLK Healthcare Board has submitted the attached
document for the use of funds designated under the Services Pledge and Funding
Agreement (Funding Agreement) for fiscal year (FY) 2010-11. Future requests will be
similar in format.

“To Enrich Lives Through Effective And Caring Service”

Please Conserve Paper — This Document ahd Copies are Two-Sided
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After your Board has approved the respective annual County Budget for each
FY 2011-12 through 2014-15, this Office will amend the Funding Agreement for each
respective fiscal year, pursuant to the authority delegated by your Board. Additionally,
as further directed by your Board, written notification will be provided to your Board
30 days before execution of each amendment to the Funding Agreement.

In addition, as provided for in the Funding Agreement, the MLK Healthcare Board will
submit to this Office, on an annual basis, an itemized report of all actual expenditures
funded by monies received under the agreement, with detail for expenditures in excess
of $50,000. The first report will be due by October 31, 2011, which is 120 days after the
end of the fiscal year, for expenditures in FY 2010-11. Subsequent annual reports will
be due by October 31 of the respective fiscal year. This information will be presented to
your Board upon receipt.

If you have any questions, please contact me or your staff may contact Sheila Shima,
Deputy Chief Executive Officer, at (213) 974-1160.

WTF:SAS
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Martin Luther King Jr. Healthcare Corporation

ESTIMATED ALLOCATION OF FIRST YEAR START-UP FUNDING

4/20/2011

For the twelve months beginning May 1, 2011

Hospital Equipment/start-up *

Other identified Start up costs:

Set Up Office
Rent

- Equipment

Build-out
Telephones
Build-out
Utilities
Admin assistant

Subtotal - office set up
Liability, Business, and Directors
and Officers Liability Insurance
Executive Recruitment
Salaries
Legal Services
Community Needs Assessment
and Care Delivery Planning
Community Outreach and
Relations
Auditor

TOTAL

84,000
10,000
50,000
15,000
10,000
12,000
50,000

s

7,350,000

231,000

143,000
132,000
1,064,000

400,000

340,000

240,000

100,000

10,000,000

* - Note: The amounts specified are estimates and subject to change. Due to the timing of this start up,
not all costs are specifically known at this time. The timing of the purchase of equipment and other
start up costs will be determined as the start up of the hospital continues to move forward. These funds
will be held in reserve and it is the intent of the Board of Directors to prudently invest and manage
these funds until such time as their use becomes evident. The Board will comply with all terms of the

Funding Agreement.
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From: William T Fujioka
~ Chief Executive Officer '

MARTIN LUTHER KING, JR. HEALTHCARE CORPORATION AMENDMENT #2 TO
THE SERVICES PLEDGE AND FUNDING AGREEMENT

This is to advise your Board that consistent with prior approval, the Chief Executive
Officer (CEOQ) will be executing an amendment to the Services Pledge and Funding
Agreement with the Martin Luther King, Jr. Healthcare Corporation (MLK Healthcare) to
provide annual funding payments in accordance with the Coordination Agreement. - Per
the Funding Agreement, first year funds in the amount of $10 million were made
available in Fiscal Year (FY) 2010-11. Subsequently, funds are made available in

- $10 million annual payment amounts for four consecutive years (FYs 2011-12 through
2014-15), provided that: funds are approved by your Board through the County’s annual
budget process; approval by County Counsel is obtained prior to any such amendment;
and the CEO notifies your Board in writing 30 -days before execution of each
amendment.

'ACTUAL EXPENDITURES - FISCAL YEARS 2010-11 AND 201112

The Funding Agreement calls for MLK Healthcare to provide to the County actual
itemized reports, with detail for expenditures in excess of $50,000. MLK Healthcare has
submitted and the review of the first and second annual itemized reports of all actual
expenditures has been completed (Attachments 1 and 2). The CEO and Auditor-
Controller (A-C) have reviewed such reports to ensure they are consistent with the
provisions of the Coordination Agreement and the requirements as provided for in the
Funding Agreement with MLK Healthcare. o

“To Enrich Lives Through Effective And Caring Service”
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A summary of expenditures, by FY, includes:

Actual Expenditures

Fiscal Year Total Expense Purpose
2010-11 $ 26457 Reflects services and supplies for consultant
‘ » services and legal fees. (a)
12011-12 $2,792,876 Primarily reflects services and supplles for
interim personnel and consultant services. (b)

(a) Refer to Attachment 1, minimal costs were incurred during this initial period. -
(b) Refer to Attachment 2 for additional information.

The costs incurred during the first two noted FYs were primarily associated with interim
personnel and consultants involved in critical plarining efforts. Some key tasks and/or
milestones achieved by MLK Healthcare during the referenced timeframe include:

e Engaged an interim management team, composed of nationally recognized
consultants, for their expertise in hospital management, clinical operations, and
accreditation and licensing, etc.;

e Created a fundraising Foundation to pursue the organization's long-term financial
sustainability, as well as to assist in the development of community-based health
prevention and wellness programs; .

¢ Facilitated on-going discussions with UCLA leadership as they assume
responsibilities identified in the Coordination Agreement;

e Engaged in discussions and planning with appropriate licensing entities to ensure
adequate timing in advance of hospital opening; and

e Applied for 501(c)(3) status through the Internal Revenue Service and adopted
many of the required policies (e.g., charity care policy) to maintain compliance
with this status.

It should be noted that as the review process was being established, the timing and
processing of actual expenditure reports for FYs 2010-11 and 2011-12 was delayed.
However, now that a process has been determined, future actual reports will be
provided by MLK Healthcare within 120- days following the end of a FY. As such, it is
anticipated that the CEO and the A-C’s review will be completed by November, with
information provided to the Board before the end of the calendar year.
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PROPOSED BUDGET - FISCAL YEAR 2012-13

Amendment #2 will allow the CEO to provide the third annual payment for start-up costs
under the Funding Agreement with MLK Healthcare for operating expenses and to
continue efforts necessary for establishment of the new private, non-profit, Martin Luther
King, Jr. Community Hospital (MLK Hospital). The third annual payment of $10 million
is reflected in the County’s FY 2012-13 Final Budget. Amendment #2 also adds
language to the Funding Agreement to indicate that MLK Healthcare must include a
proposed budget for the use of County funds and that the remaining contractual
requirements are fully in effect (Attachment 3).

Consistent with the agreed upon budget process outlined in the Funding Agreement, -
start-up funds are transmitted to MLK Healthcare after receipt of their request for
payment of the third annual installment of start-up funds (Attachment 4). The CEO has
conducted an initial review of the third annual instaliment request and confirmed that it
is consistent with the Board approved agreements. Additionally, during the next 30-
days, the CEO will work with the A-C to conduct a final review of the MLK Healthcare

request.

Summary Proposed Expenditures FY 201213

ltem Projected Expense Purpose

Salary and Employee $ 537,500 Reflects costs associated with Chief Executive

Benefits Officer, Chief Operating Officer/Chief Nursing
Officer, and Chief Information Technology
Officer. (c)

Services and Supplies $12,170,572 | Primarily reflects costs for interim staff and

) ) consultant services. (d)

Fixed Assets - $14,569,440 | Reflects costs associated with information

Equipment “technology and medical equipment. (e)

Total $ 27,277,512 | This amiount reflects prior year unspent roll-over
funds of $17.2 milion and the anticipated FY
2012-13 $10.0 million instaliment.

(c) Refer to Attachment 4, page 5 and note that detailed information by position is not reflected
as MLK Healthcare is recruiting additional permanent personnel and negotiations are
underway. ‘

@ Refer to Attachment 4, page 6 and note that detailed information for certain items in the
services and supplies category is not reflected as MLK Healthcare negotiations are underway
with vendors; and

(e) Referto Attachment 4, pages 8 and 9.

The projected costs are primarily associated with key leadership personnel; critical
interim management staff and consultants; and crucial information technology and
medical equipment. Some key tasks and/or milestones which have been achieved as of
April 15, 2013, for FY 12-13, by the leadership and interim team includes the following
(refer to Attachment 5 for additional information):

e Received 501(c)(3) tax-exempt status from the Internal Revenue Service;
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» Hired Chief Executive Officer, Chief Information Officer, and Chief Operations
Officer/Chief Nursing Officer with search underway for Chief Medical Officer;

e Continued engagement with interim management team with expertise in
accreditation and licensing, clinical operations, community relations
development, construction and equipment procurement planning, financial
management, government relations and policy, human resources and labor
management, Information Technology (IT), marketing and branding, medical staff
relations, and staff education (clinical and non-clinical);

o Developed pre-opening and post-opening financial projections for a five-year
time period; and

e Developed an integrated IT strategy and selected information systems based
upon required criteria development, best practices research, site visits, bid and
contract negotiations.

As previously noted, MLK Healthcare started FY 2012-13 with a $17.2 million roll-over
balance and they have submitted a FY 2012-13 proposed budget that includes the roll-
over and-the addition of the $10 million installment. Year-to-date expenditures as of
March 31, 2013, are $13.3 million and MLK Healthcare projects completely expending
their total proposed FY 2012-13 budget of $27.2 million by the end of the FY. MLK
Healthcare is working closely with the Office of Statewide Health Planning and
Development (OSHPD) and has identified a timeline by which they must commence
pre-hospital opening activities. As such, the hospital's IT infrastructure, comprised of
servers and other key IT equipment must be ordered no later than June 1, 2013, in
order for MLK Healthcare to meet key mechanical, electrical, fire and life safety, and
structural elements which must be staged appropriately and are highly time-sensitive.
An impact to any of the noted components will impact the critical staging process and
possibly the opening of the hospital.

Although MLK Healthcare has submitted a proposed budget in the amount of
$27.2 million, they project a funding need for FY 2012-13 to be $41.8 million. The
County and MLK Healthcare continue to collaborate to identify funding sources for the
remaining amount of $14.6 million and ensure that the cash flow needs for the
successful establishment of the MLK Hospital are met.

NEXT STEPS

Amendment #2 to the Funding Agreement has been reviewed and approved as to form
by = County Counsel. Upon completion of the 30-day review of the
FY 2012-13 Proposed Expenditures, and consistent with Board approval of
March 8, 2011, the CEO will execute Amendment #2 by May 24, 2013. \




Each Supervisor
April 25, 2013
Page 5

Our office will work with MLK Healthcare to provide actual expenditures for
FY 2012-13 by October 2013, to the County for review. The CEO and A-C will review
the actual expenditures to ensure they- are consistent’ with the provisions and
requirements of existing agreements and a report, targeted for December 2013, will be
submitted to your Board.

As part of the County’s commitment to provide MLK Healthcare with'start-up funds, the
Funding Agreement identifies two additional $10 million installments payable in FYs
2013-14 and 2014-15.

Finally, opening of the new Martin Luther King, Jr. Community Hospital represents a
major County endeavor and we are approximately 18-months from a targeted opening
date of September 1, 2014. To keep your Board apprised of key milestones on items
such as- construction, financing, and MLK Healthcare operations, we will provide
quarterly reports, with the first report targeted for July 2013.

Please contact me if you have any questions, or your staff may contact
Loreto Maldonado at (213) 974-1395. :

WTF:MLM
EB:hd

Attachments
c: Executive Office, Board of Supervisors
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ATTACHMENT 1

Martin Luther King Jr., Healthcare Corporation
Annual Itemized Expenditure Report for Use of Start-Up Funds
For the Fiscal Year July 1, 2010 - June 30, 2011

County .
Funds (a) Expenditures _ Balance

Beginning Balance ) . $ 10,000,000
Salaries and Employee Benefits -

Services and Supplies

Physician contracts -
Consultant Services : 26,134
Medical Supplies and Pharmaceutical : -
Legal Fees ~ 323
Audit, Tax, Accounting Fees v v -
Insurance -
Rent -
Meals & Travel . : : -
Office Supplies -
Training : : -
Communications/Outreach and Relations -
Office Equipment -
Postage -
Fiscal Intermediary Fees

Total Services and Supplies ’ 26,457

Total 2010-2011 Actual Expenditures $ 26,457

Total 2010-2011 Ending Balance ‘ 3 9,973,543

(a) Represents funding received from the County of Los Angeles per the terms of the Services Pledge and Funding
Agreement.
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ATTACHMENT 3

SERVICES PLEDGE AND FUNDING AGREEMENT
REGARDING
THE NEW PRIVATE, NONPROFIT, MARTIN LUTHER KING, JR., HOSPITAL

AMENDMENT NO. 2

THIS AGREEMENT is made and entered into this day of , 2013.

BY COUNTY OF LOS AN
\ politic, and a subd

'ES, a body corporate and
of the State of California,

AND The Marti in os Angeles Healthcare
it public benefit California
thcare”).

WHEREAS, refe i : i ctiment entitled
“SERVICES PLEDGE AND ' T REGARDING THE NEW
PRIVATE, NONPROFIT, MARTIN OSPITAL” dated April 6, 2011
and further identified as Serv ing Agreement  (hereafter
“Agreement”); and

extend the Agreem 1d i ird | installment of start-up funds
to enable MLK Health tablishing and maintaining an acute care
hospital wif] _ nént.on the gampus of the closed Martin Luther King,
Jr.-Harbg - ), , outh Los Angeles community, including

v ent provides that changes may be made in the
form of a writie} ‘ i ormally approved and executed by the parties.

, the parties agree as follows:

t shall be effective on the date of execution.

2. Paragraph  A. APPROVED FUNDING, REQUESTS AND
DISBURSEMENTS, '

a. Subparagraph A.1 shall be revised to read as follows:

“Effective upon the execution of the Agreement, the County hereby agrees to
provide MLK Healthcare with the third annual installment of start-up funding in the amount
of Ten Million Dollars ($10,000,000).”

HOA.953456.1 1




b. Subparagraph A. 3 shall be revised to read as follows:

. “To receive Start Up. Funds, MLK Healthcare must submit a request in writing to
county. The written request shall specify the amount requested (the aggregate of all such
requests will not exceed the total Start Up Fund amount set forth in Section A.1, above),
and should also include a proposed budget developed by MLK Healthcare for the use of
such funds. The County shall disburse the requested amount to MLK Healthcare within
ten (10) days of County’s receipt of the total Start-Up Funds set forth in Section A.1.,
above. In order to ensure prompt access to necessary fupgds, MLK Healthcare shall have
the express right to request and retain funds in a prior year that it has budgeted to

”

B e e e T i e e T
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IN WITNESS WHEREOF, MLK Healthcare has executed this Amendment, or caused it to
be duly executed by its authorized representative, and the County of Los Angeles, by
order of its Board of Supervisors, has delegated to its Chief Executive Officer the
authority to execute this Agreement on its behalf on the date and year written below.

“MLK Healthcare”
Martin Luther King, Jr—
Los Angeles Healthcare Corporation

iBy o
‘Manuel Abascal . , Date
~Chair

“COUNTY”
County of Los Angeles

Principal Deputy

HOA.953456.1 3
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ATTACHMENT 4

eles (MLK-LA) Healthcare Corporation
4™ Floor, Room 4-110

Los

March 27, 2013

énge"{@s County Vendor Number: 15816701

\ ' INVOICE
RE: Third Annual Funding - Martin Luther King Jr. -Los Angeles (MLK- LA) Healthcare
: Lorporation
Los Angeles County Veridor Number: 15816701

.

-Requestmg payment as autlmed 1
_ hey

(“Fundmg "Ac 'reement“) exeuuted on
Angeles and Martin Luther King, Ji.

non-profit pubhc benefit corporation. ¢

The funding obligations of the C
promise to provide one time sta
Doltars ),000,000) to be fund
in the amount of Ten Million Dolla
yeats beginning in July 15, 2010,
hospital.

Start-up Funding - Third annual instaliment

Due within 10 days upor receipt

TOTAL DUE

é’p’[ B,

-Praﬁt Maiﬂ Lutlrer i( '5 ,
2011 by and between County af Los
Angeles (MLK- LA) Healthcare ‘Corporation, a
uch Funding Agreementstates in part:

ity under the Coordination Agreement include the
up funding in the total amount of Fifty Million
to the non-profit corporation on an annual basis
rs ($10,000,000) each of the five consecutive fiscal
for the necéssary expenses related to operiing the

$10,000,000.00

$1O OOG GDO 00
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ATTACHMENT 5

MLK Accomplishments
FY 2013

Leadership

Hired CEQ, CIO and COO/CNO

Search firm seeking CMO

Recruiting Chief Quality Officer, Manager of Community Relations, HR
Director and Finance Manager/Controller

Added two new board members

Added three new foundation board members

Financial and Operations

Received 501c3 tax-exempt determination letter from IRS

Engaged an interim management team with expertise in accreditation and
licensing, clinical operations, community relations development,
construction and equipment procurement planning, financial management,
government relations and policy, human resources and labor management,
IT, marketing and branding, medical staff relations, and staff education
(clinical and non-clinical) ' :
Completed independent Feasibility Study

Developed pre-opening and post-opening financial projections for a five-year
time period

Developed pre-opening fundmg plan with County DHS and CEO office for
shortfall e

Developed a detailed operating plan

Submitted plans for OB expansion and MRI installation to OSHPD
Selected furnishings, fixtures, and equipment for the Hospltal

Obtained additional insurance coverage :

Established relationships with Department of Public Health Licensing &
Certification

Capital Equipment/Systems

Developed an integrated IT strategy and selected information systems based
upon required criteria development, best practices research, site visits, bid
and contract negotiations

o Cerner IT System for Electronic Health Record

o Lawson Management System for financial/human resources

o Phillips Imaging Suite (MRI/CT/radiology)

o Hill Rom Smart Beds

o Electronic bed side Patient Education
Received our first delivery of equipment for the Hospltal in late March, 2013

Medical Staff Development

Completed plan for hospital-based physician staffing in collaboration with
UCLA




Drafted clinical service agreements with UCLA for: Pathology, Anesthesiology,
Radiology and Urology

Strategic

Completed Physician Needs Assessment and Environmental Assessment for
SPA 6 |

Completed FQHC Clinic/Patient Needs Assessment

Implemented MLK Brand identity; new logo, email, website

Increased engagement with the South Los Angeles community and other key
stakeholders (e.g., federally qualified health centers, other community-based

groups) through numerous in-person meetings and regular, on-going

communication .
Developed relationships with key financial advisors, including banking and
investment managers

Foundation and Fundraising Activities

Established and obtained 501c3 status for MLK Community Health
Foundation, hired leadership, and began fundraising

Raised $4 million dollars for Foundation start-up funds, OB expansion project,
and Hospital pre-opening costs

Awarded two $250,000 grants for care integration with the SSC
- Developed and submitted a proposal for grant funding to support business
* planning for a Hospital educational center






