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Mid Atlantic Medical Center
Diabetes Center of Excellence
Executive Summary
Overview
In the United States 23.6 million people have diabetes.  It is estimated that in 2007 diabetes cost $290 billion in direct and indirect costs.   Diabetes was the 7th leading cause of death in 2006 and a person with diabetes is twice as likely to die as a person of similar age without diabetes.  The problem of diabetes in Eastern North Carolina (ENC) is even more significant.  Diabetes is the 5th leading cause of death.  The prevalence rate is approximately 10.5%, as compared to 8.7% for the remaining North Carolina counties and 7.8% for the United States.  Within the 10 county primary service area of Mid Atlantic Medical Center (MAMC), this equates to 77,075 patients with diabetes.   In 2007, diabetes mortality for the ENC 29 county population was 38.6% greater than the rest of the state and there were significant disparities between the age-adjusted mortality rates of non-white males and females (57% and 53.2%), compared to the white male and female rates of 27.2% and 21.2%.  

MAMC must carefully balance mission and margin considerations when deciding the direction that will best serve the people of Eastern North Carolina.  The scope of the diabetes epidemic is such that inaction could lead to significant financial difficulties.  It is difficult to quantify the full scope of the anticipated demand that this epidemic will place on the MAMC.  However, a proactive approach to treating complex diabetes on an outpatient basis will lessen the costs due to hospitalization for these patients and shorten lengths of stay for those individuals who are admitted.  Given that the payer mix of the primary service area is not favorable for costly care, strategic action to reduce the cost of diabetes care is required.  In addition, a Diabetes Center of Excellence strategically positions MAMC to take better advantage of likely shifts to pay for performance or pay for outcome reimbursement models being proposed under healthcare reform legislation.
Creating a Diabetes Center of Excellence will offer comprehensive care of complex cases of diabetes and preventive management for patients with diabetes and pre-diabetic conditions in eastern North Carolina.  The Center will offer services in endocrinology, nursing case management and education, and nutrition counseling.   A collaborative effort will be developed to improve diabetes patient management with multi-specialty care such as physical/occupational therapy, prosthetic/orthotics, mental health, vascular surgery, wound care, optometry, and nephrology.  
Central to this business plan is a “build vs. buy” analysis.  A possible affiliation with the renowned Joslin Diabetes Center in Boston, Massachusetts, an affiliate of Harvard Medical School, was examined from a financial and strategic perspective.  On a franchise model, the Joslin Center offers an affiliation program, which provides technical assistance and consultation for planning and implementing a Diabetes Center of Excellence that includes the use of the Joslin brand in marketing campaigns and access to Joslin-developed intellectual property, such as procedural guides, staff training, and data management.  Alternatively, building the center “in house” with MAMC resources and expertise was evaluated.  
Target Market
The Diabetes Center of Excellence will target the primary service area which includes the ten counties in closest proximity to MAMC (Beaufort, Craven, Edgecombe, Greene, Lenoir, Martin, Nash, Pitt, Wayne, and Wilson Counties).   The 10 primary service area counties account for 31% of the diabetes mortalities in Eastern North Carolina.  The Center will also target non-white males and females, those with lower incomes, and less education to address the disparities for the disease in this area.  This program will focus on the adult population with plans for future expansion into the pediatric market as well.  

The following are considered MAMC’s major competitors for diabetes care:
Minnie P. Stackhouse Diabetes Center, Lenoir Memorial Hospital in Kinston
Wayne Area Diabetes and Education Center,  Wayne Memorial Hospital in Goldsboro
Wake Medical Center in eastern Wake County
Duke Medical Center
Barriers to Entry: 
The primary barrier to entry is financing a new center.   Another potential barrier is in hiring an endocrinologist since there are only approximately 3,000 nationwide.  However, the medical school affiliated with MAMC has an Endocrinology fellowship program and could be a potential source of these specialized physicians.  Other barriers include needing physician referrals for reimbursement for diabetes education.  
Keys Success Factors:
Brand establishment of Diabetes Center of Excellence and/or Joslin Diabetes Center
Program development meeting the National Standards for Diabetes Self-Management  education 
Effective chronic disease management focusing on prevention, early and on-going screening, education, and collaborative coordination with multi-specialty care
Establishment of primary care referral base and affiliations with local providers and organizations 
Clinic facilities that are convenient and accessible to the target market
Meet key performance indicators established based on national and state standards, such as increased screenings, decreased inpatient services, and decreased mortality rates

Marketing strategy “Together…we can manage”
Product Strategy: 
Offered services will be developed in two phases. The initial phase is to establish the primary endocrinology specialty and patient education components of diabetes care, as well as establish collaboration between secondary support services such as lab services, pharmacy, prosthetics/orthotics, podiatry, and behavioral health. The long term goals will be to create a larger, all inclusive multi- specialty center that will allow patients to obtain all their medical care in one clinic and to pursue multi-site expansion by replicating the model throughout hospitals in the greater 29 county service area. 
Price Strategy: 
Pricing will be dictated by current reimbursement rates. Outpatient clinical visits will be routinely billed and reimbursed.  Diabetes care supplies will be set at market standard prices for self pay or insurance reimbursement.  Medications through the hospital pharmacy will be charged at reimbursable prices plus co-pays. 
Place Strategy: 
The location of the Diabetes Center of Excellence will be on the MAMC campus with its own entrance, proper signage, and logo display. This is critical because the majority of all medical services provided in Pitt County are adjacent to the medical center.  Having the center on campus will facilitate referrals to the other medical services.
Promotional Strategy:  
A multi-faceted strategy with an annual budget of $20,000 will be used to promote the Diabetes Center of Excellence. The goals of the promotional strategy that will be the measurements of success are:
Establish name recognition
Increase market to new patients
Increase market to minority population 
Increase number of new physician referrals 
Increase community awareness and involvement with diabetes

General marketing efforts already available at MAMC, such as the website and media outlets will be used to introduce the Center and build the brand.  A more targeted campaign, including diabetes education information, will be used to reach patients with diabetes and specifically those African American and Latino patients that are considered high risk and for which there are demonstrated disparities in health outcomes.  Finally, since there are an estimated 25% of people that unknowingly have diabetes and of those North Carolinians that have diabetes only  54% of have taken a diabetes education class, there will be strategies to market to the community at large, through sponsoring diabetes fundraising events, screening events, and workplace partnerships.


Operations
Location:	 MAMC Physicians Pavilion at 1234 Wellness Blvd, Suite 5, Greenville, NC
Lease:		 5 year term 
Hours:		Monday through Friday 8:00 until 17:00 (medical care and education classes)
	Tuesday and Thursday evenings from 18:00 until 20:00 (education classes)
Saturday from 10:00 until 14:00 (education classes)
Staff:		Endocrinologist, 1 FTE years 1-2; 2 FTEs beginning year 3
		Nurse Practitioner, 1 FTE
		Administrator, .5 FTE
		Registered Dietician, .5 FTE years 1-2; 1 FTE beginning year 3
		RN Educator, .5 FTE years 1-2; 1 FTE beginning year 3
		Medical Assistant, .5 FTE year 1-2; 2 FTE year 3; 2.5 FTE beginning year 4
		Clerical, 2 FTE

Initially, the space will include 3,000 square feet with a waiting room; a 600 square foot classroom; space for the receptionists; 6 exam rooms; and an administrative area for the office manager and billing office.  An additional 2,000 square feet will be needed to upfit in year 3 to accommodate a second Endocrinologist.  There will also be a small, CLIA waived, in-house laboratory that will provide convenient testing of critical lab values such as HbA1C, blood glucose, lipid panels and urinalysis.
The Center will utilize the same Epic/Healthspan electronic medical record and patient scheduling system as MAMC.  Also, the Center will not need its own accounting, inventory control, human resource management, time clocks, or email software for this same reason.  Plans will need to be made for the successful integration of the MAMC systems into the operations of the Diabetes Center of Excellence.  
Management
The Diabetes Center of Excellence will be under the corporate umbrella of MAMC, a non-profit entity.  The Practice Administrator and Endocrinologist will report to the Vice President of Outpatient Services.  Clinical and extender staff will report to the Endocrinologist. The clerical staff will report to the Administrator.  
Evaluation
The future development of the Diabetes Center of Excellence has two avenues for consideration.  First, is to expand the services and create a centralized multi-specialty center with primary and specialty clinics, lab, pharmacy, podiatry, mental health, and other therapy all under one roof.  Second, is through the pursuit of multi-site expansion by replicating the model throughout affiliated hospitals in the greater 29 county service area.  Future expansion decisions will be based on monthly evaluation of key performance indicators (KPIs).




	Key Performance Indicators
	Goal

	Clinical
	

	       Percent target market diabetes tested
	70%

	       Decrease diabetic mortality rate disparity
	27%

	       Percent of diabetics requiring emergency care 
       and re-hospitalization within 30 days of discharge
	
15%

	       Percent of diabetics receiving screenings: 
	

	                        two HbA1c tests 
	80%

	                        eye exams 
	80%

	                        cholesterol checks 
	80%

	                        foot exams
	80%

	                        blood pressure checks 
	80%

	Financial 
	

	      Contribution Margin 
	5%

	       Payor Mix Optimization
	70% Maximum Medicare/Medicaid

	Operational 
	

	      Recruitment and Turnover of personnel
	100%/ 15%

	      Volume Indicator- Follow-up Annualized
	3,581/2,595

	      Volume Indicator-  Initial  Annualized
	935/678

	      Workload Capacity by Provider       
	    70% Yr 1; 100% Yr 2

	Service 
	

	      Patient Satisfaction
	95%

	      Employee Satisfaction
	95%

	      Referring Physician Satisfaction
	95%



Exit Plan
If after two years the Diabetes Center of Excellence does not meet established milestones, the stepped growth plan can be delayed until KPIs are met.  If performance continues to lag expectations into the fourth and fifth years, MAMC may consider eliminating the product line, divesting the service to private physicians, or allowing the MAMC employed physicians to buy-out the operation.   If the Joslin franchise model is adopted, the initial commitment would be for a five year period. 






Financial Analysis 
	Financial Analysis Overview

	
	Build Model
	Joslin-Buy Model

	Start-up Costs
	$537,652

	Franchise Fee
	
	$100,000 Annually

	Demand Projections Year 2
	2,595
	3,581

	Reimbursement
	Equivalent

	Operating Revenues and Expense
	
	

	Net Income (Loss) (5 Yr)
	$ (1,249,746)
	$(1,418,677)

	Cumulative Cash flows (5 Yr)
	$(1,787,398)
	$(1,956,329)

	Contribution margin (5 Yr)
	$(336,155)
	$25,828

	Breakeven Visits (5 Yr Average)
	4275
	4717

	Spillover Revenue Analysis
	
	

	Cumulative Net Income (Loss) (5 Yr)
	$729,963
	$668,944

	Cumulative Cash flows (5 Yr )
	$192,311
	$131,292

	Breakeven Visits (5 Yr Average)
	2837
	3130

	Payback
	4.1
	4.5

	NPV
	$68,026
	$15,974

	IRR
	8.3%
	4.6%



Recommendation
Based on financial analysis and non-financial considerations, MAMC should proceed with contracting with the Joslin Affiliates Program to purchase a Joslin franchise Diabetes Center of Excellence.   Although the five year NPV is expected to be lower than the Build Model and the payback period is somewhat longer, the long term financial outlook for the Joslin-buy Model is superior.  The Joslin-buy Model’s cumulative net income begins to exceed the Build Model by Year 3.  In addition, due to increased projected volume, the Joslin-buy Model projects positive contribution margin beginning in Year 2, where as the build model does not achieve positive contribution margin.   The consideration of spillover revenue is an issue that is admittedly difficult to quantify and trace back to the Center.  Without the inclusion of spillover revenue in the analysis, neither option is particularly viable based solely on financial considerations.  However, conceptually, the Diabetes Center of Excellence addresses the issue of emerging patients with diabetes who may not seek services or who may go to competitors.  In addition, from a strategic perspective, Medicare is likely to begin reimbursing at a higher rate for quality performance indicators (such as HgA1C levels).  Rapidly implementing a state-of-the-art Diabetes Center of Excellence now will position MAMC to take advantage of this shift in reimbursement. 
When analyzing non financial, (mission) considerations, the Joslin-buy Model also represents the best choice for MAMC.  Beyond regional competition considerations, partnering with a world renowned program would give MAMC a competitive advantage throughout the state.   Several other factors were also considered when making this recommendation.

	Overview of Advantages in Build vs. Joslin Buy Models

	
	Build Model
	Joslin-Buy Model

	Speed of implementation
	
	

	Riskiness of model
	
	

	Competitive Risk
	
	

	Market Risk
	
	

	Execution Risk
	
	

	Capitalization Risk 
	
	

	Increased patient volumes
	
	

	Recruitment and retention advantage
	
	

	National name brand recognition
	
	

	Adherence to standardized practice
 model and KPIs
	
	

	Standardized Education
	
	

	Experienced implementation of model
	
	

	Ease of exit
	
	

	Year Five Financial Projections (with Spillover Revenue)
	
	

	       Revenue
	
	

	       Cumulative net income
	
	

	       Cash flows
	
	

	       Contribution margin
	
	

	Payback
	
	

	Breakeven
	
	

	NPV
	
	








Implementation Plan

	"Buy Joslin" Implementation Timeline
	
	Months
	Year

	 
	0
	1-3
	3-6
	6-9
	9-12
	12-15
	15-18
	18-21
	21-24
	3
	4
	5

	Marketing 
	
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Phase 1 Joslin Materials
	
	
	 
	 
	
	
	
	
	
	
	
	
	
	 

	Phase 2 Referrals
	
	
	
	
	 
	 
	
	
	
	
	
	
	
	 

	Phase 3 Opening
	
	
	
	
	
	
	 
	
	
	
	
	
	
	 

	Phase 4 Post Opening
	
	
	
	
	
	
	 
	 
	 
	 
	 
	
	
	 

	Operations
	
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Board Approval
	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Sign Lease
	
	 
	
	
	
	
	
	
	
	
	
	
	
	 

	Space Upfitted
	
	 
	 
	 
	 
	 
	
	
	
	
	
	
	
	 

	Purchase/Lease Furniture & Equipment
	
	
	
	 
	 
	 
	
	
	
	
	
	
	
	 

	Technology in Place
	
	
	
	 
	 
	 
	
	
	
	
	
	
	
	 

	Inventory Stocked
	
	
	
	
	 
	 
	
	
	
	
	
	
	
	 

	Joslin Policies & Procedures Implemented
	
	
	
	 
	 
	
	
	
	
	
	
	
	 

	Recruitment
	
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Clinic Administrator
	
	 
	 
	 
	
	
	
	
	
	
	
	
	
	 

	Endocrinologist #1
	
	 
	 
	 
	
	
	
	
	
	
	
	
	
	 

	Endocrinologist #2
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	
	 

	Nurse Practitioner
	
	 
	 
	 
	 
	 
	
	
	
	
	
	
	
	 

	Other Staff
	
	 
	 
	 
	 
	 
	
	
	
	
	
	
	
	 

	Evaluation and Development
	
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Evaluate KPIs Monthly
	
	
	
	
	
	
	
	 
	 
	 
	 
	 
	 
	 

	Stepped Growth Expansion
	
	
	
	
	
	
	
	
	
	
	
	 
	
	 

	Evaluate Multi-site Expansion
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[bookmark: _Toc245473173]Business Description
The Mid Atlantic Medical Center’s Diabetes Center of Excellence will offer comprehensive care of complex cases of diabetes and preventive management for all patients with diabetes and pre-diabetic conditions in eastern North Carolina.   This Diabetes Center of Excellence will be located on the campus of Mid Atlantic Medical Center (MAMC).  It will complement the currently operating diabetes inpatient service at MAMC and the diabetes fellowship program in the affiliated medical school. This Center will be the first of its kind in eastern North Carolina, setting MAMC apart as a community leader by reshaping diabetes health care management for this growing patient population.  
The core components of the Diabetes Center of Excellence will involve the development of a phased-in outpatient center at MAMC in its own facilities on the medical center campus with a separate entrance. The outpatient center will initially offer services in endocrinology, nursing case management and education, and nutrition counseling.   Along with these services, a collaborative effort will be developed to improve diabetes patient management with multi-specialty care such as physical/occupational therapy, prosthetic/orthotics, mental health, vascular surgery, wound care, optometry, and nephrology.  As volume grows, the long term goal will be to bring all of these services together “under one roof.”  The mission of the Diabetes Center of Excellence will be to significantly improve the quality of life and mortality of patients with complicated diabetes through expert medical care and to significantly impact the quality of life of all diabetes patients through high quality nutrition and self-management education. 
Central to this business plan is a “build vs. buy” analysis.  A possible affiliation with the renowned Joslin Diabetes Center in Boston, Massachusetts, an affiliate of Harvard Medical School, will be examined from a financial and strategic perspective.  The Joslin Center offers an affiliation program, through a franchise model, which provides technical assistance and consultation for planning and implementing a Diabetes Center of Excellence.  This program includes the use of the Joslin brand in marketing campaigns and access to Joslin-developed intellectual property, such as procedural guides, staff training, and data management.   Alternatively, building the center “in house” with MAMC resources and expertise will be evaluated.
Establishing a Diabetes Center of Excellence, would further the Mid Atlantic Medical Center’s mission of enhancing “the quality of life for the people and communities we serve, touch and support” by addressing the tremendous need that eastern North Carolina has for treating and controlling the devastating effects of diabetes. Furthermore, this center will demonstrate MAMC’s commitment to the values of innovation, teamwork, and excellence. 
[bookmark: _Toc244848383]
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[bookmark: _Toc244848384][bookmark: _Toc245473175]Industry Analysis

In 2004, the United States spent 16 % of its GDP on healthcare and it is estimated that this will climb to 20.3% by 2019.  As the rate of health care spending continues to outpace the growth rate of the GDP, stakeholders will increasingly pursue strategies focused on cost containment without compromising quality of care.

There are several issues that will affect the future of the healthcare industry.  The foremost issue is the national debate regarding health care reform and universal coverage.   As no definitive decision has been made, the future of the health care structure and reimbursement system is uncertain at this time.  There is some agreement on the adoption of a nationally interoperable electronic medical record (EMR) system in an effort to decrease medical cost, improve data exchange and quality, and increase transparency. 

 Another important emerging trend is the shift of Medicare reimbursement towards primary medicine and payment for outcomes (performance).  Other payers are beginning to follow suit.  The current reimbursement system is structured in such a way that medical care providers are incentivized to deliver additional interventions and more costly procedures.  The system provides reimbursement for episodic care rather than preventive care.  This issue is confounded by the lack of coordination among providers and payers.  Future healthcare reforms are likely to target these issues with more pay for performance or pay for outcome models of reimbursement.

Probably the largest issue impacting the health care industry is the Baby Boomer population. 78 million people are poised to begin extensive utilization our health care system as they age (US Census Bureau 2006).  Under the current reimbursement system, Medicare cannot remain financially viable.  Additionally, the United States faces a shortage of facilities, physicians and other health care specialists.  Finally, due to the age range of the Baby Boomer cohort, chronic diseases like diabetes will be the main focus of attention and resources.

[bookmark: _Toc244848385][bookmark: _Toc245473176]The Diabetes Problem

23.6 million People, equivalent to 7.8% of the population in the United States have diabetes.  It is estimated that in 2007 diabetes cost $116 billion in direct medical costs and up to $174 billion in indirect costs, such as disability, work loss, and premature mortality.   Diabetes was the 7th leading cause of death in 2006 and a person with diabetes is twice as likely to die as a person of similar age without diabetes.   

There are three main classifications of diabetes, Type 1, Type 2, and Gestational.  Five to ten percent of people with diabetes have Type 1 diabetes, also known as insulin dependent diabetes or juvenile-onset diabetes.   Type 1 diabetes can only be treated with insulin.  The other 90 to 95% of people with diabetes have Type 2, which is also known as non-insulin dependent diabetes or adult onset diabetes.  In many cases Type 2 diabetes can be controlled with a healthy diet, exercise, and medication.  Gestational diabetes occurs during pregnancy and is a strong indicator of future Type 2 diabetes development.    A key to having positive health outcomes for patients with diabetes is patient education that teaches healthy lifestyles and disease management techniques, such as blood glucose monitoring and self care.
Table 1
	
	Type 1
	Type 2
	Gestational

	Also Known As
	Insulin Dependent Diabetes, Juvenile Onset Diabetes
	Non-Insulin Dependent Diabetes,  Adult Onset Diabetes
	Pregnancy Diabetes

	Prevalence
	
5-10%
	
90-95%
	40-60% develop diabetes in the next  5-10 years

	Risk Factors
	Autoimmune,               genetic, or 
environmental

	Older age, obesity, family history, history of gestational diabetes, impaired glucose metabolism, physical inactivity, race/ethnicity
	Obesity, family history, race/ethnicity

	Physiology
	Immune system destroys pancreatic beta cells that make insulin and regulate blood glucose
	Insulin resistance causes cells to use insulin improperly and the pancreas loses the ability to produce insulin
	Occurs during pregnancy 

	Treatment 

	Insulin delivered through injections or pump. No known cure or prevention
	Healthy diet, exercise, oral medications and some insulin
	Healthy diet, exercise, oral medications and some insulin



Diabetes in North Carolina:
Diabetes was directly related to 2,150 deaths in 2007 and resulted in 18,251 years of life lost.  From 1998 to 2007 there was a 42% increase in diabetes diagnoses.  It is also believed that for each diagnosed case there is one undiagnosed case of diabetes.  In 2007, NC hospitals discharged 211,499 patients with either a primary or secondary diagnosis of diabetes.  The average charges were $16,393 for primary cases and $20,803 for secondary cases.  The average length of stay for both was 5 days.  Diabetes contributes to mortality via heart disease, stroke, and kidney failures.  Diabetes negatively affects quality of life with amputations, kidney disease and blindness and cardiovascular disease.

Diabetes in Eastern North Carolina:
The problem of diabetes in Eastern North Carolina is significant.  The Eastern Carolina University Center for Health Services Research and Development reported in 2009 that diabetes was the fifth leading cause of death in Eastern NC and the fourth leading cause of death for both male and female non-whites.  Additionally research completed by the ECU Research and Graduate Studies documents the higher diabetes prevalence rate for the 29 northeastern counties of NC (ENC 29) at approximately 10.5%, as compared to 8.7% for the remaining North Carolina counties (RNC 71) and 7.8% for the United States.
 
 In 2007, diabetes mortality for the ENC 29 population was 38.6% greater than the rest of the State.  Diabetes is the 5th leading cause of death in the ENC 29 population, which is higher than the RNC 71 and the United States as a whole (ranked 7th leading cause of death).  Non-white males and females had age-adjusted death rates of 57% and 53.2%, respectively.  Comparatively, the white male and female rates are 27.2% and 21.2%.  This data affirms that the widely reported disparity of diabetes between races is found in eastern NC as well.
 
[bookmark: _Toc244848386][bookmark: _Toc245473177]Target Market:   Eastern North Carolina 

The eastern North Carolina market is divided into two major segments, the ENC 12 area is the 12 southeastern counties, and the ENC 29 area is the 29 northeastern counties.  The two subsections combined are referred to as the ENC 41 area and encompasses the geographical area east of Interstate 95.  The ENC 29 area is considered to be the full service area of Mid Atlantic Medical Center[footnoteRef:1] (MAMC); however, this area is also subdivided into a primary service area and a secondary service area.  The Diabetes Center of Excellence will be targeting the primary service area, at least initially, which includes the ten counties in closest proximity to MAMC (Beaufort, Craven, Edgecombe, Greene, Lenoir, Martin, Nash, Pitt, Wayne, and Wilson Counties).   [1:  Hospital facility name changed by request] 


The population of the primary service area is 737,463 and is expected to grow by 2.6% annually, which is less than the state wide estimate of 7.7% growth.  The average median family income is $38,781 as compared to $46,355 for North Carolina and the average unemployment rate as of July, 2009 was 12%, with highest rate being in Edgecombe County with 16.3% and the lowest rate being 9.3% in Wayne County(Eastern North Carolina Dataset Project n.d.). The racial mix of the population is 60.5% white, 36.2% African-American, and 3.3% other.   The Hispanic population is growing significantly in the area.  From 1990 to 2000 there was a 270% increase in this population accounting for almost 28,000 people. The largest counties by population are Pitt, 156,081; Wayne, 113,671; Craven, 96,892; Nash, 93,674; and Wilson, 77,527.  The 10 primary service area counties account for 31% of the diabetes mortalities in Eastern North Carolina.  From 2000-2004, these counties had an average age-adjusted diabetes mortality rate ranging from 21.4 to 51.7 per 100,000.  




The diabetes prevalence data for Eastern North Carolina reveal notable disparities by income, education, and race/ethnicity.   Disparities are seen by low income households (<$25,000) reporting diabetes at a rate of 11.7%, as compared to a rate of 5.1% for higher income households.  Those without a high school education reported diabetes at a rate of 13.5%, compared to high school education at 8.5% and college education at 5%.  Also, diabetes is about twice as prevalent for African Americans as it is for Whites (12.1% and 6.7%, respectively)[footnoteRef:2] (ECU Research and Graduate Studies 2009).   [2:  (ECU Research and Graduate Studies 2009] 


Considering this data, the specific target market for the Diabetes Center of Excellence will be the primary MAMC service area.  Research indicates the 10 county area has a very high prevalence of diabetes with alarming diabetes mortalities.  In addition, focusing on non-white males and females, those with lower incomes, and less education will also attempt to address the disparities for the disease.  Initially this program will focus on the adult population with plans for future expansion into the pediatric market as well.  Other future expansion possibilities will include expanding outside the 10 county primary markets into the additional ENC 29 counties.

[bookmark: _Toc244848387][bookmark: _Toc245473178]Competitive Analysis[footnoteRef:3], [3:  see Appendix1Competetive Analysis] 

 
Local competitors include physicians and other medical facilities. Patients can be cared for by private physicians and medical center physicians and could also be seen in the county health departments.  These physicians may not want to refer complex patients to a Diabetes Center of Excellence if they consider the Center a direct competitor.  It will be important to create alliances with many physician groups.  The County Health Department should not be considered as a competitor, but could certainly be partners in educational and community based activities.  Locally, there are not any other major medical facilities that would create competition. 

Regional competitors are more likely to include other medical facilities in the 29 county regions; however MAMC is located in a largely rural region with limited medical services. The other seven facilities in the MAMC parent healthcare system are much smaller and are not able to compete in that respect.  They would, however, be ideal places for future expansion and collaboration.  These affiliated hospitals offer only limited diabetes specialized care.  Four do not promote any diabetes specific services. One, Albemarle Health, offers diabetes support groups and education. Two others, Chowan and Outer Banks, are currently offering diabetes self management clinics which began from the Community Care Plan Initiative MAMC helped create. 
 
Outside of the region covered by these affiliated hospitals are 21 counties.  Nine of these have no hospitals at all. Five of the remaining twelve are not promoting any specific diabetes services.  Three, Camden, Perquimans and Washington, are also participating in Diabetes self management clinics and Halifax has its own clinic.  Onslow Memorial, a competitor to the south, is only offering a “Kids Club” support group, but is in the planning stages for an upcoming Outpatient Nutrition Program offering diabetic education, weight management, and heart health. 

There are three hospitals in this region that do offer specialized diabetes care, two of which are in adjacent counties.  First, in Lenoir County, Lenoir Memorial has a Diabetes Center which in 2008 received a significant donation and recognition from a current NBA star and former Kinston resident, Jerry Stackhouse.   This center is also supported through the Duke Endowment. This center offers a twelve month program assisting with self management and behavior modification. Registered Dieticians can be hired for additional consultations.  Other community services include an onsite Walking Track, an onsite medical supply center, and a Community Diabetes Nutrition Series that is also open to the public.  Second, Wilson Medical offers several support groups such as a monthly diabetic support group, Overeaters Anonymous, and Weight and Exercise Support Group. There is also a Wayne Area Diabetes and Education Center which offers an ADA approved self management program with individual and group education with Dieticians and Registered Nurses. Eight hours of group counseling are offered as well as a one hour assessment. 

To MAMC’s southeast on the coast, Carteret General Hospital, has created a significant focus on diabetes for a facility of its size (135 beds). The CGH Diabetes Learning Center is an ADA approved facility and offers one to two hours of initial counseling and assessment with nurse educators and dietician educator.  They offer up to ten hours of follow up education.   The Center serves as an informational resource for the disease and self management with online information is also available. The diabetes support group meets monthly and home health includes diabetic education with a nurse on call twenty four hours a day. The hospital also offers lap band weight loss surgery. 

 To the south of MAMC’s region is New Hanover, a 769 bed facility, which promotes an interdisciplinary approach to diabetes care with a designated inpatient service line. Outpatients are offered nutrition and individual counseling.  Additionally, this facility participates in the Coastal Carolinas Health Alliance, a unique alliance of ten southeastern hospitals in NC and one South Carolina facility. This Alliance collaborates and coordinates outpatient diabetic education and support groups throughout their region and has its own informative website. 

To MAMC’s west, are several large medical centers that seemingly strive to continually expand to new areas. Two are academic medical centers affiliated with highly ranked medical schools. Wake Med, which is only two counties away, is currently spread throughout Wake County, and has also entered Johnston County.  This facility is able to attract many of the rural customers that lie in between Wake Med and MAMC.  They offer inpatient and outpatient services and education spread over 3, 6, and 12 months.  

Duke Medical and UNC Healthcare are both expanding into adjacent counties and currently are not in MAMC’s market, but due to their size and reputation they do attract customers willing to travel.  In the area of diabetes care, Duke offers inpatient and outpatient services and utilizes a team approach to diabetes care. There is an Adult Endocrine and Diabetes Clinic, which utilizes certified diabetes nurse educators (CDEs) and holds a monthly diabetes support group.  Additionally, clinical research trials are conducted.  Recently, Duke Endocrinology was ranked twenty-second in the US.  Duke has expanded to areas of Western and northern Wake County which could attract some of MAMC’s western customers.  

UNC Healthcare also utilizes a team approach and has a Diabetes Center run by UNC School of Medicine physicians with Endocrinology fellows. The UNC-CH Diabetes Program includes primary care provider clinic visits, telephone follow-up, mid-level providers (Pharm D and NP) for specialized visits, registered dieticians by appointments or walk-ins, and self-management classes which are provided twice a month. UNC was recently awarded recognition by the National Committee for Quality Assurance (NCQA) for their Diabetes Physician Recognition Program (DPRP).  External locations include Chatham County, Lee County, and western Wake County, none of which typically pull from MAMC’s market at this time.
Competitive Position:  

For Diabetes Care, MAMC’s major competitors are:

Minnie P. Stackhouse Diabetes Center, Lenoir Memorial Hospital in Kinston
Wayne Area Diabetes and Education Center,  Wayne Memorial Hospital in Goldsboro
Wake Medical Center in eastern Wake County
Duke Medical Center







Market Share Distribution:
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	Beaufort 
	46035
	11.3%
	5.9%
	5202
	2716
	2486
	136
	124
	33.5%

	Craven 
	96892
	9.6%
	5.9%
	9302
	5717
	3585
	286
	179
	9.0%

	Edgecombe 
	52682
	12.7%
	5.9%
	6691
	3108
	3582
	155
	179
	16.9%

	Greene 
	20677
	10.9%
	5.9%
	2254
	1220
	1034
	61
	52
	61.1%

	Lenoir 
	56826
	11.8%
	5.9%
	6705
	3353
	3353
	168
	168
	16.1%

	Martin 
	23398
	13.5%
	5.9%
	3159
	1380
	1778
	69
	89
	30.2%

	Nash 
	93674
	10.4%
	5.9%
	9742
	5527
	4215
	276
	211
	7.6%

	Pitt 
	156081
	8.1%
	5.9%
	12643
	9209
	3434
	460
	172
	91.3%

	Wayne
	113671
	11.1%
	5.9%
	12617
	6707
	5911
	335
	296
	8.0%

	Wilson 
	77527
	11.3%
	5.9%
	8761
	4574
	4186
	229
	209
	11.8%

	Totals
	737463
	
	
	77075
	
	
	
	
	

	
	
	
	
	10.5%
	of 10 county population
	
	
	



Market Share has been calculated using the standard method at MAMC using historical inpatient volumes. Though outpatient market share data would be much preferred, it is not available.
Barriers to Entry: 

The primary barrier to entry is financing a new center.   Another potential barrier is in hiring an endocrinologist since there are only approximately 3,000 nationwide.  However, the medical school affiliated with MAMC has an Endocrinology fellowship program and could be a potential source of these specialized physicians.  Other barriers include needing physician referrals for reimbursement for diabetes education.  Some physicians will view a referral as a potential loss of core business.  Overall, there are no insurmountable barriers to creating a Diabetes Center of Excellence. 



Keys Success Factors:

Brand establishment of Diabetes Center of Excellence and/or Joslin Diabetes Center
Program development meeting the National Standards for Diabetes Self-Management Education 
Effective chronic disease management focusing on prevention, early and on-going screening, 	education, and collaborative coordination with multi-specialty care
Establishment of primary care referral base and affiliations with local providers and organizations 
Clinic facilities that are convenient and accessible to the target market
Meet key performance indicators established based on national and state standards, such as increased screenings, decreased inpatient services, and decreased mortality rates

[bookmark: _Toc244848388][bookmark: _Toc245473179]Strategic Position 
Company Strengths:  
To quote Dr. Cook[footnoteRef:4], director of the new Heart Institute at MAMC, "We have a common mission: to change the health of North Carolina in the next 20 years," [footnoteRef:5].   MAMC has demonstrated its service and leadership in NC by becoming a level 1 trauma center and by addressing the major needs of the community through its establishment of a Heart Institute and Cancer Center.  The medical center has set itself apart from competition by offering regionally unique services such as the hyperbaric chamber and bariatric surgery.  Over the past three years, MAMC has made headlines in areas of Gamma knife surgery, ALS treatment, bariatric surgery, and wound healing.   Financially, the health system is in good standing and in 2008 had positive earnings of $37 million on operating revenue of $772.4 million. In 2008, there were 38,566 admissions, 234,901 outpatient visits, and 95,229 emergency department visits). [4:  Name changed for anonymity]  [5:  (Ryals 2009)] 


MAMC has recognized the need to enhance diabetes care by offering specialized diabetes inpatient services.   At the community level, the MAMC has shown generous support of the Community Benefits and Health Initiatives Grants Program which formed collaborative efforts with five affiliated hospitals and ten specific initiatives.  In line with the medical center’s value of education and leadership, MAMC participates in two partnerships that increase diabetes training.  Since primary care physicians manage over 90% of patients with diabetes, a one year diabetes fellowship for primary care physicians was established with funding from the Duke Endowment -Eastern and AHEC, with training provided by MAMC’s affiliated medical school physicians.  Additionally, a partnership with NC Diabetes Prevention and Control provides a one week long intensive training program for diabetes educators and other diabetes health care providers. This training covers diabetes standards of care and treatment options and has trained 550 healthcare workers. 

MAMC has a unique opportunity to change the health of North Carolinians by creating a Diabetes Center of Excellence and offering comprehensive outpatient diabetes care for the most complex cases. Many of MAMC’s previously established service delivery lines, such bariatric surgery, Wound Healing Center, behavioral health services, MAMC Heart Institute, Health Steps[footnoteRef:6], and home health, could benefit from spillover effects from the establishment of a Diabetes Center of Excellence.  Collaborative efforts could easily be established and all service lines would be enhanced.  [6:  rehabilitation and intervention program of diet, exercise and lifestyle changes- has been used primarily for cardiovascular patients and pulmonary patients, but could easily reach out to diabetic patients] 

Market/Industry Opportunities:  

The Diabetes Center of Excellence is a huge opportunity to make a significant difference in the lives of eastern North Carolinians. The American Diabetes Association estimates that 25% of patients with diabetes are not aware they have the disease and that 20% of Americans are at risk for developing Type 2 diabetes. NC diabetes.org reports that from 1995 to 2003, North Carolinians had a 78% increase in diabetes prevalence. Specifically in Pitt County, diabetes is the fifth leading cause of premature mortality.  Out of the ENC 29 county target market, 10 counties account for 40% of the diabetes mortalities in Eastern North Carolina; Bertie, Gates, Halifax, Hertford, Hyde, Martin, Northampton, Wayne, Lenoir, and Greene.   Finally, as reported by the North Carolina Department of Health and Human Services, only 54% of North Carolinians with diabetes have taken classes on how to manage their condition.  In the primary service market for MAMC, this translates into 35,454 potential new patients.  This data demonstrates a remarkable need for these services and underscores MAMC’s focus on improving the lives of those in eastern North Carolinians. 

The state of North Carolina has recognized this need as well and has created several initiatives specifically for diabetes.  One major initiative was a ten month long summit led by the North Carolina Diabetes Advisory Council which produced the “North Carolina Diabetes Prevention and Control Strategic Plan 2005-2010,” which was labeled as a “call to action” for the state 
From a financial standpoint, the costs of diabetes (direct and indirect care and expenses) are enormous. The ADA estimates that in 2007 diabetes had an economic impact of $290 billion dollars. Of this, direct medical costs accounted for $116 billion.  50% of those costs were due to diabetes related complications, 27% of expenses were for excess medical costs, and 23% were spent on general diabetes care. Indirect costs for missing work and loss of productivity is estimated to be $58 billion in 2007 and showed an amazing 32% increase in 5 years. 





[bookmark: _Toc245473180]Risk Assessment and Evaluation

	Risk
	Build Option
	Joslin buy Option

	Market Risk
Risks that market will not respond or is overestimated
	Market risk is minimal given the large need for diabetes care. 
It is projected that the facility will not be able to meet the initial demand
Have strong Marketing involvement for the first few years.
	With Joslin marketing support and resources, the market risk is minimized even more. 
Their expertise is in entering new markets for community hospitals.  

	Competitive Risk
Risks that competitors will enter the market or reposition their services. 
	The main competitive risk would be if the main competitors built a satellite center in our county. However, this risk is low for several reasons. 
MAMC is in a central area that draws people from many of the surrounding counties for a variety of services and should not expect much competition in this area. 
The setting is predominately rural. 
The payer mix is predominately Medicare/Medicaid.  
	Joslin is involved with ongoing competitive analysis and can assist with monitoring this situation and advising a competitive strategy. Much of this would be done before Joslin agrees to a partnership.  
It would be more difficult to compete with the Joslin name and experience. 

	Execution Risk
Risks of inefficiencies in managing the roll out and growth  of the project
	Execution risk would be a concern as this project is developed. Proper steps would be to
Involve hospital personnel who have experience in startup projects
Involve current diabetes inpatient care givers
Have regular strategic meetings with billing, coding, and management to closely monitor progress. 
	Joslin‘s business model is to completely support the execution of diabetes centers and will provide a clear advantage here in minimizing the execution risk. Affiliation brings established operational manuals and strategies. 

	Capitalization Risk 
Risks that costs have been underestimated or income overestimated. 
	In order to minimize this risk, the budgets have been conservatively estimated. A high demand is expected and  startup includes  a conservative staffing plan 
	Joslin offers experience and expertise on financial needs and would minimize capitalization risk.





[bookmark: _Toc245473181]Risk with “Build” versus “Buy” 

Central to this business plan is the decision whether to “build” or “buy” the Center.   The first option is to build the Diabetes Center of Excellence, using internal resources for planning, development, implementation, and monitoring, while hiring consultants to supplement MAMC expertise.  The second option is to become an affiliate of the nationally recognized, Joslin Diabetes Center.  This franchise model with the Joslin Center increases the financial investment for MAMC, but significantly reduces the execution and capitalization risks in terms of initiating a quality program in less time and with less human capital resources than the “build” scenario.  Joslin will assist with recruitment of Endocrinologists, train staff, establish policies and procedures, facilitate the marketing plan, and hold the organization accountable through extensive monitoring and evaluation metrics.  In addition, the Joslin Affiliate Program has been shown to increase referrals from secondary and tertiary sources by 38% beginning in the second year of operation, further reducing financial and marketing  risks.  

Definition of Strategic Position:   

Creating a Diabetes Center of Excellence would further MAMC’s mission of enhancing “the quality of life for the people and communities we serve, touch and support” by addressing the tremendous need that eastern North Carolinians have in controlling the devastating effects of this disease. Furthermore, this center would demonstrate MAMC’s commitment to the values of innovation, teamwork, and excellence. MAMC’s strategic position is to provide a comprehensive model of diabetes care that creates a new standard in eastern North Carolina.  This model of care will require a large coordinated effort to combine and enhance services that are currently being provided in a disjointed manner throughout the medical center.  The goal is to make the delivery of complex diabetes care more convenient and accessible.  MAMC will be distinguished from competitors by using innovation and coordination to significantly address the alarming diabetes prevalence and incidence trends in eastern North Carolina.  Superior customer service will enhance all of MAMC’s services and make MAMC the facility of choice for patients and providers. 
[bookmark: _Toc244848389]
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Based on national and state standards, we will establish five main objectives. 
Annually demonstrate a 5% increase in the percentage of individuals in the target market who are tested for diabetes and pre-diabetic conditions. 
Annually demonstrate a 5% decrease in the disparity of diabetic mortality rates between whites and non whites. 
Annually demonstrate a 5% decrease in the percentage of diabetics who are requiring emergency care and hospitalizations. 
Annually demonstrate a 5% increase in the percentage of diabetics who receive two HbA1C tests a year. 
Annually demonstrate a 5% increase in diabetics and pre diabetics who receive specialized diabetes care exams, such as foot exams, eye exams, and blood pressure and cholesterol checks. 
[bookmark: _Toc244848390][bookmark: _Toc245473183] Marketing strategy “Together…we can manage”
Product Strategy: 

People with diabetes want a partnership.  They want the convenience of “one stop shopping” and superior quality. The services being offered will be developed in two phases. The initial phase is to establish the primary medical and education components of diabetes care and establish collaboration between secondary support services. The long term goal will be to create a larger, all inclusive multi- specialty center. 
Initial phase: 
Establish the core primary medical and education components which include an Endocrinologist, a Nurse Practitioner, a Nurse Educator, a Registered Dietician, and Nurse Case Manager to monitor and build relationships with patients. 
Along with these services, a collaborative effort will be developed between supporting services to improve patient management with multi-specialty care. These key support services include preventative services and complication services.  Preventative services include General Practitioners, additional Endocrinologists, lab services, pharmacy, prosthetics/orthotics, podiatry, and behavioral health.  Also, patients with complex diabetes will encounter complications and need coordination of these additional services. These complication services will include Cardiology, Neurology, Ophthalmology, Urology, Dentistry, Obstetrics and Gynecology, Podiatry, and Physical Therapy.  
Long Term Goal:  
Create a centralized multispecialty center with primary and specialty clinics, lab, pharmacy, podiatry, mental health, and other therapies.   In addition, pursue a multi-site expansion by replicating the model throughout hospitals in the greater 29 county service area. This multisite expansion would extend access to quality diabetes care in the greater target market, thereby having a widespread impact on the objectives of the organization.
Through these services, this Center will meet many of the patient’s needs. Functionally, MAMC will meet their needs with specialized diabetes care and by offering collaborating services. This will also positively impact the patients overall financial situation.  The patient will experience increased savings and increased productivity.  Receiving services at the center will result in fewer office visits due to reduced complications, fewer co-pays, less medication, less expensive hospitalizations, and less time away from work. Freedom will be gained through convenience of receiving services in one, central location, with ample parking.  Multiple appointments can be set on a coordinated schedule to save additional time.  Emotionally, this will provide a feeling of partnership and a sense of ownership over this disease, creating a feeling of being healthier and also improving their quality of life.  Patients can feel confident that these services will be available because of the strong reputation that already exists at MAMC.  
Price Strategy: 
Pricing will be dictated by current reimbursement rates. Outpatient clinical visits will be routinely billed and reimbursed.  Diabetes care supplies will be set at market standard prices for self pay or insurance reimbursement. Medications through the hospital pharmacy will be charged at reimbursable prices plus co-pays. 
Place Strategy: 
The location of the Diabetes Center of Excellence will be on site of the MAMC campus with its own entrance, proper signage, and logo display. This is critical because the majority of all medical services provided in Pitt County are adjacent to the medical center.  Having the center on campus will facilitate referrals to the other medical services.
Promotional Strategy:  
Methods Currently Offered at MAMC
Website: 
Work with Marketing department and IT to identify key words for recognition by various search engines. 
Create a Service Line link to Diabetes Center webpage.  
Have unique areas for visitors, current patients, and physicians.  
Have diabetes education materials available online as well as links to additional resources. 
Have links for regional diabetes special events and support groups. 
Link for donations. 
Use of Media
Local and regional TV ads 
Local and regional radio ads 
Promotional billboard 
Local and regional newspaper   
Methods to Reach Patients with Diabetes 
Diabetes Center of Excellence brochure available in house in various key areas such as cardiology services, nephrology, etc.  Also, take to local home health supply stores and major pharmacies for display. 
New patient orientation packet
Refrigerator magnets
Email list serve available for education, event promotion, and reminders.  Cost:  Email free, text messaging service, standard postage prices to those without internet access.
Point of service such as waiting room TVs to promote other services offered – “Diabetes Health Network” service by Context Media.  This service broadcasts diabetes specific educational information (http://www.diabeteshealthnet.com) has customizable free TV services, literature, and product sampling options.  Content can be customized for demographic population segments and can also promote the customer’s brand.  Content updated monthly and customer has control over content.   Free with commitment for quick status update monthly.
Glucometers with the center logo/phone number given to discharging inpatients and out patients
Based on diabetes research data, specific market segments have specific difficulties in managing their diabetes and therefore require specific strategies.  Please refer to the table 2

Table 2[footnoteRef:7] [7:  Misra, Ranjita, and Julie Lager. "Ethnic and gender differences in psychosocial factors, glycemic control, and quality of life among adult type 2 diabetic patients." Journal of Diabetes and its complications (Elsevier) 23 (2009): 54-64.
] 
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	Whites
	African American
	Hispanics
	Women

	Difficulty
	Managing diet
	Getting exercise
	Measuring blood glucose with home meter
	Checking blood sugar levels and eating healthy

	Strategy
	Material showing whites eating healthy meals
	Material showing African-Americans exercising and being active
	Material showing Hispanics using a home glucometer
	Multi cultural women using glucometers and eating health diets


Methods to Address Disparities
African Americans
Make contact with churches and other community based organizations
Place diabetes care and education (DCE)brochures in hair salons to target women making health care decisions for their families
Project Power, a faith based educational outreach program targeting African Americans
Latin American market
National Alliance for Hispanic Health
National Institute of Diabetes & Digestive & Kidney Diseases
Univision
ADA Spanish brochure  “Por tu Familia” 
Methods to Reach Care Providers/Physicians
Alliances with physicians such as General Practitioners, Endocrinologists,  in the area
Focus on two largest physician groups
Promotional brochure and promotional items along with “Diabetes Center of Excellence branded” ordering pad, taken to physician offices.  Initial appointments will be set up with each physician in the two major physician groups.  Office staff will be invited to Center Open House event and initial appointments will also be set up with office staff groups.
Meet with current diabetes educators and health department
Create a monthly Newsletter
Invitations to Open House 
 Creating  promotional items 
Diabetes Center of Excellence brochure
Computer mouse pads with logo given to Physicians and office staff
Marketing to Community at Large
Identify largest employer groups in the area and surrounding areas and schedule screening events to be held on work site during employee working hours
Participate in major regional community events for either screening events and/or for visibility and promotion.
Encourage businesses to create work place initiatives and then display accomplishments at the Diabetes Center.  Educate businesses on the benefits and cost savings of healthy employees. Collaborate with health department and/or students in school of Public Health. 
Become involved in Diabetic events and encourage participation in local region
ADA Step Out walk to Fight Diabetes
ADA Tour de Cure
Annual March event- American Diabetes Alert 
Diabetes camps for kids
Annual Juvenile Diabetes Walk
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The table below outlines the expected marketing expenses based on promotional items/events listed above for the first year of operation of the Diabetes Center of Excellence.  
	Promotion
	Budget account/Estimated Cost
	

	[bookmark: _Hlk241822299]Website maintenance
	absorbed  in IT budget
	absorbed

	Radio ads
	28 spots for 30 second ads during prime time 
	$2266

	Billboard
	$1000/month X 5months
	$5,000

	Newspaper ads
	$250/month for 12months- (2x month every other month)
	$4800

	Diabetes brochure
	1000 brochures
	$3200

	Pens
	$0.63 X 1000 pens 
	$630

	Ordering  pads
	$1.00  X 1000 
	$1000

	Refrigerator Magnets
	$0.59/each x  1000
	$590 

	Email listserv
	Free- absorbed into current expenses
	absorbed

	Point of service TVs
	Free- with monthly status updates
	$0

	Variety of ADA brochures and web 
	Average $5.00/ for pack of 25; 5 types x 500
	$500

	Open House event
	Reception
	$2000

	Meeting with physicians and staff
	Promotional items costs
	absorbed

	Screening events
	Using staff RNs and clerical staff  1 event/6 wks
	absorbed

	Local outreach and marketing
	Center administrator and clerical salary
	absorbed

	TOTAL Marketing
	For first year
	$19,986



Joslin Option:  
If Joslin affiliation is undertaken there will be a required minimum of $20,000 budgeted for marketing. 
Joslin requires the use of their pre created logos, signage and brochures.
[bookmark: _Toc244848392][bookmark: _Toc245473185]Marketing Timeline
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	 Goal
	Marketing Objective
	Performance Metric

	Establish name recognition 
	Measure number of individuals in the target market  who have heard of Diabetes  Center of Excellence
	100 quarterly random telephone surveys in the ten county region


	Increase market to new patients
	Measure number of patients who are being treated for the first time. Document current 10 county population totals.  Document number of initial diabetic patient test in-house, and community screening programs.  Calculate the percentage of the community.
	Have nurse document previous treatment status on every initial visit.  Strive for a 10% increase in new encounters every month. Strive for a quarterly positive increase in the percentage of the 10 county current populations who have been tested for diabetes or pre diabetes.

	Increase market to minority population 
	Monitor number of non-whites who seek treatment and education. 
	Demonstrate a monthly positive increase in non-white patient encounters 

	Increase number of new physician referrals
	Monitor physician referrals 
	Demonstrate a monthly positive increase in number of physicians who have referred patients

	Increase community awareness and involvement with Diabetes
	Monitor number of community events and occupational screenings featuring the Diabetes Center. 
	Demonstrate an annual 50% increase in number of events and screenings. 


[bookmark: _Toc244848395][bookmark: _Toc245473187]Management and Organization
The Diabetes Center of Excellence will be under the corporate umbrella of Mid Atlantic Medical Center (MAMC), a non-profit entity, and have the following organizational structure:   



Employees will include a Center Administrator.  This person will be coordinating many of the startup tasks including overseeing the up-fit of the facility, working with the marketing staff to assist and supplement the marketing plan implementation, coordinating new staff training, and developing operations optimization for the center.  A median salary for this position according to MAMC salary scales will be $72,000, however due to the small start up size of the Center; this will initially be a half FTE position.  Other key employees will be the Endocrinologist hired for direct patient care with salaries expected to be $205,800.  Due to the limited number of trained Endocrinologists nationwide and the importance of these physicians in the success of the Diabetes Center of Excellence, it will be critical to recruit strategically to fill the positions with long-term, quality focused physicians that will be committed to serving the mission of the organization.  If the Joslin Affiliate Programs model is chosen, the Joslin Center will assist with this recruitment.  Also included in the initial organizational staffing model are a nurse practitioner, a nurse educator, registered dietician, medical assistants, and clerical personnel.
[bookmark: _Toc244848396][bookmark: _Toc245473188]Operations Plan

The Diabetes Center of Excellence will be located in the Physicians Pavilion at 1234 Wellness Blvd, Suite 5, Greenville, NC, a collection of medical office buildings on the campus of MAMC.  Facilities will be leased for a 5 year term.  The location of the Center will be convenient with its own entrance, parking, and visible signage with displayed logos.  

The hours of operation will be Monday through Friday 8:00 until 17:00.  During these times the center will offer two main services; diabetes care provided by the endocrinologist, nurse practitioner, and medical assistants, and diabetes education classes.  Additional education classes will be offered Tuesday and Thursday evenings from 18:00 until 20:00 and on Saturday from 10:00 until 14:00. 
 
The space will include a waiting room; a class room; space for the receptionists; 6 exam rooms; a small, specialty, in-house laboratory; and an administrative area for the office manager and billing office.  The Center will utilize the existing electronic health record at MAMC, so medical records storage will not be required.  The Center will have two public and one staff restroom.  Initially, the Center will lease 3,000 square feet of office space to be utilized and staffed by one Endocrinologist and one Nurse Practitioner.  The space layout and lease language will be designed for future growth so that an additional adjacent 2,000 square feet can be up-fitted by year 3 to accommodate a second Endocrinologist. 
The following staffing mix for the clinic will be utilized during the first five years of the Center’s operation and is independent of the “build” vs. “buy” decision.  However, the “build” vs. “buy” decision does have implications for the start-up resources for the Center.  If MAMC chooses to “build” its own Center of Excellence, it will require more internal corporate resources and external consulting resources as well.  The “buy” model includes Joslin consultants and resources that will reduce the need for internal expertise and increase the quality and timeliness that the program can be developed. 



The projected volume for the Diabetes Center of Excellence will be dependent upon the decision to “build” or “buy,” because based on information from consultation with the Joslin Affiliates Program, the implementation of Joslin-buy model would increase new referrals by 38%.  During the first year of operation the patient volume for both scenarios is projected to be 4,345.  Volume is projected to increase for the “build” scenario to 6,207 and 9,216 patents in years two and three and to 7,306 and 10,026 for the “buy” model in the same timeframe.   Demand for the services is difficult to project so a conservative approach will be followed in terms of initial staffing.  For medical care, the primary source of revenue, the center’s capacity will be constrained by the number of patients that the Endocrinologist and the Nurse Practitioner can treat according to MGMA benchmark data. 
 
In addition to direct medical care, the center will provide patient education and nutrition counseling.  Critical to this service will be the 600 square foot educational classroom where the group education sessions will be conducted.  Group diabetes education has been shown to have equal or slightly greater outcomes in improving knowledge, BMI, health-related quality of life, attitudes, and HbA1c, as compared to individual diabetes education.[footnoteRef:8]  Therefore, the focus on group education will allow for more efficient and cost-effective methods in the delivery of diabetes education programs.   [8:  Rickheim, Patti L, Weaver, Todd W., Flader, Jill L., Kendall, MD, David M., “Assessment of Group Versus Individual Diabetes Education”,  Diabetes Care, 2002: 269-274.] 


The office environment will be focused on maximizing educational opportunities for the patient during every encounter point in the visit.  The waiting room will be equipped with a television displaying HealthiNation educational videos about diabetes care.  Upon checking in to the clinic, patients will be referred to the educational room that will be staffed by qualified diabetes educators for convenient access for their general questions.  There will be educational materials in the form of printed materials and a web access kiosk for patient’s personal research.  There will also be an area to display sample diabetes products, such as new types of glucometers, durable medical equipment, as well as products like shoes for people with diabetes and services such as diabetes nutritional options.  

   


There will be a small, in-house laboratory that will provide convenient testing of critical lab values such as HbA1C, blood glucose, lipid panels and urinalysis.  There are CLIA waived machines such as the Cholestech GDX, the Cholestech LDX, and the Clinitek Status Analyzer that will allow this point of care testing without subjecting this “in house” laboratory to the regulation and inspection requirements of CLIA.[footnoteRef:9]  For additional more extensive laboratory work, the Center will be able to draw blood from patients within the office and courier the specimen to the main medical center laboratory for processing.  [9:  MedCompare, Retrieved from http://www.medcompare.com/jump/729/Point-of-Care-(POC)-Diagnostics-and-CLIA-Waived-Testing.html on October 16, 2009.] 


Other equipment necessary for the center will include exam tables, blood pressure cuffs, thermometers, scales, otoscopes, glucometers, pulse oximeters, stools, computers, desks, office chairs, a copy machine, a fax machine, and telephones.  The educational center will include tables, chairs, computer, LCD projector, sound system, and a screen.  The waiting room will include furniture and a wide screen HDTV.  

As a wholly owned and operated division of MAMC many of the aspects of business start up are simplified.  
Insurance for the facility, including business liability, worker’s compensation, and   $1million/$3million medical malpractice limits will be provided through the self-insured fund of MAMC.  
MAMC employee benefits to include health, dental, life and disability insurance coverage, healthcare and childcare reimbursement accounts, pension and 401k, tuition reimbursement and paid time off benefits.
Access to Group Purchasing Vendors that provide discounted medical supplies and equipment through Cardinal Health and office supply discounts through Staples.
Facility maintenance will be provided by MAMC maintenance staff.
Regulatory compliance assistance will be provided through MAMC Risk Management and Compliance Departments.
Technology support will be provided through MAMC on-site IT Department.
[bookmark: _Toc244848397]
[bookmark: _Toc245473189]Technology Plan

Many of the technology decisions will be dependent upon existing technology and/or support resources already established within MAMC.  For instance, the Center will utilize the same Epic/Healthspan electronic medical record and patient scheduling system as MAMC.  Also, the Center will not need its own accounting, inventory control, human resource management, timeclocks, or email software for this same reason.  The necessary equipment and licensing rights to allow the use of these products in the Center will be obtained.

Computers will be needed for each workstation with access to the internet and printers/scanners/faxes. A computer will also be needed for the patient kiosk in the patient education room.  There will need to be telephones purchased for the Center that will be compatible with the existing MAMC telephone system.  At least five dedicated phone lines will be necessary for the Center’s use.  Other main considerations will be pre-planning and wiring during the up-fit of the office space to accommodate the future expansion in the facility and the successful integration of the MAMC systems into operations of the Diabetes Center of Excellence.  

	INITIAL INVESTMENT - DIABETES CENTER OF EXCELLENCE

	MID - ATLANTIC MEDICAL CENTER

	
	Equipment
	Quantity
	 Cost 
	Subtotal
	Total
	

	
	Rent[footnoteRef:10],[footnoteRef:11] [10:  Rent estimate provided by the projects department at Pitt County Memorial Hospital (mid range of $13.50-17.00 per square feet).  Square footage estimate based on consultation with Joslin Diabetes Center]  [11:  Assumed rent payment x 2 months while remodeling; annual rate/12 x 2 months] 

	3000
	 $        15 
	 $  45,000 
	 $    7,500 
	

	
	Remodel[footnoteRef:12] [12:  Midrange estimate from the projects department at Pitt County Memorial Hospital $80-150 per square foot] 

	3000
	 $      115 
	 $345,000 
	 $345,000 
	

	
	Network infrastructure[footnoteRef:13] [13:  Network infrastructure projections based on consultation with Pitt County Memorial Hospital IT department.] 

	
	 $119,900 
	 $119,900 
	 $119,900 
	

	
	Computers4
	10
	 $  15,000 
	 $  15,000 
	 $  15,000 
	

	
	Printers
	2
	 $      359 
	 $      718 
	 $      718 
	

	
	Phone system4
	
	 $    6,000 
	 $    6,000 
	 $    6,000 
	

	
	Overhead paging4
	1
	 $    2,400 
	 $    2,400 
	 $    2,400 
	

	
	Time Clock4
	1
	 $    4,000 
	 $    4,000 
	 $    4,000 
	

	
	Lab Equipment[footnoteRef:14] [14:  Lab equipment projections based on consultation with McKesson] 

	
	 $    3,060 
	 $    3,060 
	 $    3,060 
	

	
	Bariatric Exam Tables 
	5
	 $    1,687 
	 $    8,435 
	 $    8,435 
	

	
	Integrated Wall Transformer Set
	5
	 $      850 
	 $    4,250 
	 $    4,250 
	

	
	Bariatric Scale
	1
	 $      429 
	 $      429 
	 $      429 
	

	
	Pulse oximeters
	2
	 $      325 
	 $      650 
	 $      650 
	

	
	Glucometers
	5
	 $        70 
	 $      350 
	 $      350 
	

	
	60” HDTV
	1
	 $    1,000 
	 $    1,000 
	 $    1,000 
	

	
	DVD Player
	1
	 $        70 
	 $        70 
	 $        70 
	

	
	LCD Projector
	1
	 $    1,000 
	 $    1,000 
	 $    1,000 
	

	
	Desks
	2
	 $      800 
	 $    1,600 
	 $    1,600 
	

	
	Office Chairs
	5
	 $      300 
	 $    1,500 
	 $    1,500 
	

	
	Rolling stools
	5
	 $      140 
	 $      700 
	 $      700 
	

	
	Furniture[footnoteRef:15] [15:  Waiting room chairs, to seat 30, coffee tables, end tables (higher end products)] 

	1
	 $    8,000 
	 $    8,000 
	 $    8,000 
	

	
	Tables
	10
	 $      269 
	 $    2,690 
	 $    2,690 
	

	
	Chairs
	30
	 $        70 
	 $    2,100 
	 $    2,100 
	

	
	Copy Machine[footnoteRef:16] [16:  Assume lease of $100 per month] 

	1
	 $      100 
	 $      100 
	 $    1,200 
	

	
	Fax Machine
	1
	 $      100 
	 $      100 
	 $      100 
	

	
	Total
	 
	 
	 
	 $537,652 
	



[bookmark: _Toc244848400][bookmark: _Toc245473190]Recruitment

The United States faces a shortage of physicians, nurses, and other health care specialists.  Recruitment of Endocrinologists will pose a challenge given the fact that there are only 3,000 nationwide.  However, the medical school affiliated with MAMC has an Endocrinology Fellowship Program and could be a potential source of these specialized physicians.  As a contingency plan, if a second endocrinologist cannot be recruited, another physician extender could be recruited to work under the lead physician.  Utilizing the Joslin franchise model would have a significant positive impact on recruitment as the Joslin Center has a wide recruiting network and attracting talent would likely be easier with the nationally recognized brand.
[bookmark: _Toc244848401][bookmark: _Toc245473191]US Healthcare Reform and Reimbursement

Possibly the riskiest aspect of this plan is the current healthcare reform debate and reimbursement problems in the U.S. healthcare system.   With the current economic decline and projected Medicare financial insolvency, there is a widespread effort to decrease medical cost, improve data exchange, and improve transparency.  There is also a shift of Medicare reimbursement towards primary medicine and an increased interest in outcomes reimbursement as opposed to the traditional fee for service model that incentivizes procedures and episodic care rather than preventative care.  In an effort to address healthcare costs, resource constraints, and quality issues, chronic diseases like diabetes will be a prime focus of attention and resources.  A Diabetes Center of Excellence will strategically position MAMC to take advantage of this shift in focus and shift to outcomes based reimbursement, by providing diabetes education services and serving as critical referral avenue for primary care professionals who are struggling to treat complex cases of diabetes.

Given the demographics of the MAMC service region, it is projected that the majority of reimbursement for the center will come from Medicare and Medicaid.  The remaining portion of will come from commercial insurance and self pay.   Because of the low reimbursement rates involved with Medicaid and Medicare, contract negotiations with insurance companies will be crucial to maintain financial feasibility of the center.  Seeking premium reimbursement under pilot project status or pay for performance on agreed upon health metrics will be the main focus of these contract negotiations.                

[bookmark: _Toc244848402][bookmark: _Toc245473192]Regulatory Areas

The following regulatory areas are identified as most significant to the Diabetes Center of Excellence:  CLIA, OSHA, Anti-kickback and Stark, HIPAA, and ARRA and HITECH.  Although the resources of the MAMC compliance department will be of valuable asset to the Center, it will be important for the staff of the Center to understand the regulations and their impact on the business.  The Center will need policies and procedures in place for each of these regulations and will need ongoing staff training to ensure compliance.
CLIA:  
The Clinical Laboratories Improvement Amendments of 1988 developed comprehensive, quality standards for laboratory testing to ensure the accuracy, reliability and timeliness of patient test results regardless of where the test was performed.  Under CLIA there are three levels of classification:  1) highly complex, 2) moderately complex, and 3) waived.  Both highly and moderately complex laboratory testing requires significant oversight from CLIA.   To address this regulation, the center will  apply to be a CLIA waived laboratory, the Center will be  able to avoid unnecessary governmental regulation while offering basic CLIA waived laboratory testing that is considered so simple and accurate the likelihood of erroneous results are negligible. The Certificate of Waiver is valid for two years and the cost is $150.00.[footnoteRef:17]  [17:   CLIA Website, Retrieved from http://wwwn.cdc.gov/clia/default.aspx  on October 16, 2009.] 


OSHA:  
The Occupational Safety and Health Administration was established in 1971 to prevent workplace injuries, illnesses, and fatalities.  OSHA requires standards for blood borne pathogens, hazard communications, ergonomics, and emergency preparedness with which medical centers must comply and on which they must train their staff annually.  OSHA penalties can range up to $70,000.[footnoteRef:18]  [18:   OSHA Website, Retrieved from http://www.osha.gov/as/opa/osha-faq.html on October 16, 2009.] 

To address this regulation, the center will abide by the hospital policy and procedures already in place.
Anti-kickback and Stark Laws:   
The Anti-kickback Law is a criminal law that does not allow physicians to accept incentives to induce referrals for federally reimbursed patients. There are criminal penalties up to $25,000, five years in prison, civil penalties up to $50,000, and exclusion from Federal programs.  
The Stark Law addresses physician self-referrals for Medicare and Medicaid patients.  The intent of the law is to prohibit physicians from referring patients to entities with which they or a family member has a financial incentive to do so. As a civil statute, violations could result in denial of payment, required refunds, monetary penalties ranging from $15,000 to $100,000, and exclusion from Federal programs[footnoteRef:19],[footnoteRef:20].   To address this regulation, the center will abide by the hospital policy and procedures already in place. [19:   Stark Law Website, Retrieved from http://starklaw.org/  on October 16, 2009.]  [20:   Watnik, Robbi-Lynn. “Antikickback versus Stark: What's the Difference?” Healthcare Financial Management, March, 2000.] 

HIPPA:  
The Health Insurance Portability and Accountability Act of 1996 requires covered entities to establish policies and procedures to protect the privacy of individually identifiable health information, such as limits and conditions on the uses and disclosures of such information. It also gives patients rights over their health information, including rights to examine and obtain a copy of their records, and to request corrections.  Covered entities are required to keep HIPPA records, as well as educate staff.   HIPPA is policed by the Office of Civil Rights and violations can impose penalties up to $10,000 per violation[footnoteRef:21].  [21:  HIPPA Website, Retrieved from http://www.hhs.gov/ocr/privacy/psa/enforcement/index.html on October 16, 2009] 

To address this regulation, the center will abide by the hospital HIPPA policy and procedures already in place including staff orientation and training. 
ARRA and HITECH Act:  
The HITECH Act expands the reach of HIPAA in a three key ways:  1) Expansion of data and security requirements to business associates of covered entities, 2) Increased breach requirements to include notification of Department of Human Services and affected patients within 60 days and to media outlets if breach occurs for over 500 patients, and 3) Strengthened enforcement measures with criminal penalties and/or civil penalties [footnoteRef:22].  See Table3 below.  [22:  Bentley, Lora. “HITECH Act Ramps up HIPAA Compliance Requirements,” IT Business Edge, 2009, April 3.
] 

Table 3
	Violation
	Penalty per Violation
	Maximum per Year

	Reasonable cause, not willful neglect
	$1,000
	

	Reasonable cause, corrected
	$25,000
	$250,000

	Reasonable cause, uncorrected
	$50,000
	$1,500,000



Accreditation:
There are two main accreditation programs the Diabetes Center of Excellence will pursue.  These designations are considered critical to the Center’s strategic position of providing diabetes care “excellence.”   In addition, meeting the ADA standards for education programming is a requirement for reimbursement for these services.

The National Committee for Quality Assurance offers accreditation through a Diabetes    Recognition Program.  It is a voluntary program designed to recognize physicians and other clinicians, who use evidence-based measures and provide excellent care to their patients with diabetes. Chart review will assess quality measures for HbA1c control, blood pressure control, LDL control, eye exams, etc.  The cost of this accreditation will be approximately $1,000.[footnoteRef:23]  [23:   NCQA Website, Retrieved from http://www.ncqa.org/tabid/139/Default.aspx on October 16, 2009.
] 

The American Diabetes Association offers an Education Recognition Program (ERP) that assesses whether applicants meet the National Standards for Diabetes Self Management Education. The application fee for a single primary site is $1,100.00.[footnoteRef:24]   [24:  American Diabetes Association Website, Retrieved from  http://professional.diabetes.org/recognition.aspx?cid=57995 on October 16, 2009.
] 

[bookmark: _Toc244848403][bookmark: _Toc245473193]Social Responsibility

The Diabetes Center of Excellence is being established to make an impact on the critical problem of diabetes in eastern North Carolina.  This is a major healthcare need in the community that is not being adequately addressed.  Through the design and availability of services, as well as community involvement, the Center will help lead the community to significantly improve diabetes health.   In addition, all members of the Center’s staff will be expected to be ambassadors of the Center’s mission within the community.   The Center will focus strategies to address the disparities in diabetes care and mortality, such as reaching out to African Americans and Latinos through community churches and organizations.  The community will be engaged through employer and community health initiatives, as well as large community events such as diabetes fundraisers, awareness walks and diabetes camps.  Through effective implementation of the business plan, the Center will realize success in improving diabetes health in the community.  This will be measured by the overall objectives of increased diabetes testing, increased screenings for patients with diabetes, reduced need for emergency care and readmissions, and decreased diabetes mortality rate disparities.
[bookmark: _Toc244848404][bookmark: _Toc245473194]Development, KPIs, and Evaluation
For future development of the Diabetes Center of Excellence there are two avenues for consideration.  First, is to expand the services and create a centralized multi-specialty center with primary and specialty clinics, lab, pharmacy, podiatry, mental health, and other therapy all under one roof.  Second, is through the pursuit of multi-site expansion by replicating the model throughout hospitals in the greater 29 county service area. The second avenue will expand access to quality diabetes care in the greater target market, thereby having a greater and more widespread impact on the objectives of the organization.
Future expansion decisions will be based on monthly monitoring of key performance indicators (KPIs). 















	Key Performance Indicators
	Goal

	Clinical
	

	       Percent target market diabetes tested
	70%

	       Decrease diabetic mortality rate disparity
	27%

	       Percent of diabetics requiring emergency care 
       and re-hospitalization within 30 days of discharge
	
15%

	       Percent of diabetics receiving screenings: 
	

	                        two HbA1c tests 
	80%

	                        eye exams 
	80%

	                        cholesterol checks 
	80%

	                        foot exams
	80%

	                        blood pressure checks 
	80%

	Financial 
	

	      Contribution Margin 
	5%

	       Payor Mix Optimization
	70% Maximum Medicare/Medicaid

	Operational 
	

	      Recruitment and Turnover of personnel
	100%/ 15%

	      Volume Indicator- Follow-up Annualized
	3,581/2,595

	      Volume Indicator-  Initial  Annualized
	935/678

	      Workload Capacity by Provider       
	    70% Yr 1; 100% Yr 2

	Service 
	

	      Patient Satisfaction
	95%

	      Employee Satisfaction
	95%

	      Referring Physician Satisfaction
	95%



	
[bookmark: _Toc244848405][bookmark: _Toc245473195]Exit Plan
Although it is considered a low risk due to the demonstrated need of the target market, if after two years the Diabetes Center of Excellence does not meet the milestones expected, the stepped growth plan can be delayed until KPIs are met.  If performance continues to not meet expectations into the fourth and fifth years, MAMC may consider eliminating the product line, divesting the service to private physicians or allowing the MAMC employed physicians to buy-out the operation if they are interested in developing the service outside the MAMC umbrella.  If the Joslin franchise model is adopted, the initial commitment would be for a five year period, with reassessment at that time. 


[bookmark: _Toc244848406][bookmark: _Toc245473196]  Implementation Plan
	"Buy Joslin" Implementation Timeline
	 
	Months
	Year

	 
	0
	1-3
	3-6
	6-9
	9-12
	12-15
	15-18
	18-21
	21-24
	3
	4
	5

	Marketing 
	
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Phase 1 Joslin Materials
	
	
	 
	 
	
	
	
	
	
	
	
	
	
	 

	Phase 2 Referrals
	
	
	
	
	 
	 
	
	
	
	
	
	
	
	 

	Phase 3 Opening
	
	
	
	
	
	
	 
	
	
	
	
	
	
	 

	Phase 4 Post Opening
	
	
	
	
	
	
	 
	 
	 
	 
	 
	
	
	 

	Operations
	
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Board Approval
	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Sign Lease
	
	 
	
	
	
	
	
	
	
	
	
	
	
	 

	Space Upfitted
	
	 
	 
	 
	 
	 
	
	
	
	
	
	
	
	 

	Purchase/Lease Furniture & Equipment
	
	
	
	 
	 
	 
	
	
	
	
	
	
	
	 

	Technology in Place
	
	
	
	 
	 
	 
	
	
	
	
	
	
	
	 

	Inventory Stocked
	
	
	
	
	 
	 
	
	
	
	
	
	
	
	 

	Joslin Policies & Procedures Implemented
	
	
	
	 
	 
	
	
	
	
	
	
	
	 

	Recruitment
	
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Clinic Administrator
	
	 
	 
	 
	
	
	
	
	
	
	
	
	
	 

	Endocrinologist #1
	
	 
	 
	 
	
	
	
	
	
	
	
	
	
	 

	Endocrinologist #2
	
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	
	 

	Nurse Practitioner
	
	 
	 
	 
	 
	 
	
	
	
	
	
	
	
	 

	Other Staff
	
	 
	 
	 
	 
	 
	
	
	
	
	
	
	
	 

	Evaluation and Development
	
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Evaluate KPIs Monthly
	
	
	
	
	
	
	
	 
	 
	 
	 
	 
	 
	 

	Stepped Growth Expansion
	
	
	
	
	
	
	
	
	
	
	
	 
	
	 

	Evaluate Multi-site Expansion
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 















	"Build" Implementation Timeline
	 
	Months
	Year

	 
	0
	1-3
	3-6
	6-9
	9-12
	12-15
	15-18
	18-21
	21-24
	3
	4
	5

	Marketing 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Phase 1 Materials
	
	
	 
	 
	 
	
	
	
	
	
	
	
	 

	Phase 2 Referrals
	
	
	
	
	
	 
	
	
	
	
	
	
	 

	Phase 3 Opening
	
	
	
	
	
	
	 
	 
	
	
	
	
	 

	Phase 4 Post Opening
	
	
	
	
	
	
	 
	 
	 
	 
	
	
	 

	Operations
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Board Approval
	 
	
	
	
	
	
	
	
	
	
	
	
	 

	Sign Lease
	
	 
	
	
	
	
	
	
	
	
	
	
	 

	Space Upfitted
	
	 
	 
	 
	 
	
	
	
	
	
	
	
	 

	Purchase/Lease Furniture & Equipment
	
	
	
	
	 
	 
	
	
	
	
	
	
	 

	Technology in Place
	
	
	
	
	 
	 
	
	
	
	
	
	
	 

	Inventory Stocked
	
	
	
	
	
	 
	
	
	
	
	
	
	 

	Consultant Contracted
	
	 
	
	
	
	
	
	
	
	
	
	
	 

	Policies and Procedures Developed
	
	 
	 
	 
	 
	 
	
	
	
	
	
	
	 

	Recruitment
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Clinic Administrator
	
	 
	 
	 
	
	
	
	
	
	
	
	
	 

	Endocrinologist #1
	
	 
	 
	 
	
	
	
	
	
	
	
	
	 

	Endocrinologist #2
	
	 
	 
	 
	 
	 
	 
	 
	
	
	
	
	 

	Nurse Practitioner
	
	 
	 
	 
	 
	
	
	
	
	
	
	
	 

	Other Staff
	
	 
	 
	 
	 
	 
	
	
	
	
	
	
	 

	Evaluation and Development
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Evaluate KPIs Monthly
	
	
	
	
	
	
	 
	 
	 
	 
	 
	 
	 

	Stepped Growth Expansion
	
	
	
	
	
	
	
	
	
	
	 
	
	 

	Evaluate Multi-site Expansion
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 



Team 7 Diabetes Center of Excellence
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[bookmark: _Toc245473197][bookmark: _Toc244848407]Financial Analysis
The proposed Diabetes Center of Excellence will operate as a division of Mid Atlantic Medical Center, (MAMC).  The purpose of this financial analysis is to determine if MAMC should build the Diabetes Center of Excellence with internal expertise or utilize a franchise business model to “buy” the Center through the Joslin Affiliates Program.  In addition to financial projections, other factors will be weighed in the final recommendation including risk and fulfillment of the MAMC mission.

Many aspects of the build vs. buy financial decision will be discussed in this section, as well as analyses of operating income and spillover revenues.  The following table summarizes the areas to be examined and the organization of the Financial Analysis.

	Financial Analysis Section Overview

	
	Build Model
	Joslin-Buy Model

	Start-up Costs
	

	Demand Projections
	

	Reimbursement
	

	Operating Revenues and Expense
	
	

	Net Income (Loss) and Cash flows
	
	

	Breakeven
	
	

	Contribution margin
	
	

	Spillover Revenue Analysis
	
	

	Cumulative Net Income (Loss) and Cash flows
	
	

	Breakeven with Spillover Revenue
	
	

	Payback, NPV, and IRR
	
	



[bookmark: _Toc245473198]Start-up costs

MAMC will provide the required start-up resources through the capital budgeting process.  It is not anticipated that MAMC will seek outside funding for this project.  The start-up costs will be the same whether MAMC decides to plan and build the Center with internal resources or purchase the Joslin franchise.  This is because planning resources are not included in initial costs when completing a build vs. buy comparative analysis, even though this is a significant service provided under the Joslin Affiliates Program.  Thus, an initial start-up cost for either option is projected to total $537,652.  The majority of these costs, $345,000, involve remodeling the existing office space to meet the needs of the Center.  Additionally, $119,900 is projected to be needed to upgrade this space to allow connection to MAMC’s data mainframe and EMR.

	INITIAL INVESTMENT - DIABETES CENTER OF EXCELLENCE

	MID - ATLANTIC MEDICAL CENTER

	
	Equipment
	Quantity
	 Cost 
	Subtotal
	Total
	

	
	Rent[footnoteRef:25],[footnoteRef:26] [25:  Rent estimate provided by the projects department at Pitt County Memorial Hospital (mid range of $13.50-17.00 per square feet).  Square footage estimate based on consultation with Joslin Diabetes Center]  [26:  Assumed rent payment x 2 months while remodeling; annual rate/12 x 2 months] 

	3000
	 $        15 
	 $  45,000 
	 $    7,500 
	

	
	Remodel[footnoteRef:27] [27:  Midrange estimate from the projects department at Pitt County Memorial Hospital $80-150 per square foot] 

	3000
	 $      115 
	 $345,000 
	 $345,000 
	

	
	Network infrastructure[footnoteRef:28] [28:  Network infrastructure projections based on consultation with Pitt County Memorial Hospital IT department.] 

	
	 $119,900 
	 $119,900 
	 $119,900 
	

	
	Computers4
	10
	 $  15,000 
	 $  15,000 
	 $  15,000 
	

	
	Printers
	2
	 $      359 
	 $      718 
	 $      718 
	

	
	Phone system4
	
	 $    6,000 
	 $    6,000 
	 $    6,000 
	

	
	Overhead paging4
	1
	 $    2,400 
	 $    2,400 
	 $    2,400 
	

	
	Time Clock4
	1
	 $    4,000 
	 $    4,000 
	 $    4,000 
	

	
	Lab Equipment[footnoteRef:29] [29:  Lab equipment projections based on consultation with McKesson] 

	
	 $    3,060 
	 $    3,060 
	 $    3,060 
	

	
	Bariatric Exam Tables 
	5
	 $    1,687 
	 $    8,435 
	 $    8,435 
	

	
	Integrated Wall Transformer Set
	5
	 $      850 
	 $    4,250 
	 $    4,250 
	

	
	Bariatric Scale
	1
	 $      429 
	 $      429 
	 $      429 
	

	
	Pulse oximeters
	2
	 $      325 
	 $      650 
	 $      650 
	

	
	Glucometers
	5
	 $        70 
	 $      350 
	 $      350 
	

	
	60” HDTV
	1
	 $    1,000 
	 $    1,000 
	 $    1,000 
	

	
	DVD Player
	1
	 $        70 
	 $        70 
	 $        70 
	

	
	LCD Projector
	1
	 $    1,000 
	 $    1,000 
	 $    1,000 
	

	
	Desks
	2
	 $      800 
	 $    1,600 
	 $    1,600 
	

	
	Office Chairs
	5
	 $      300 
	 $    1,500 
	 $    1,500 
	

	
	Rolling stools
	5
	 $      140 
	 $      700 
	 $      700 
	

	
	Furniture[footnoteRef:30] [30:  Waiting room chairs, to seat 30, coffee tables, end tables (higher end products)] 

	1
	 $    8,000 
	 $    8,000 
	 $    8,000 
	

	
	Tables
	10
	 $      269 
	 $    2,690 
	 $    2,690 
	

	
	Chairs
	30
	 $        70 
	 $    2,100 
	 $    2,100 
	

	
	Copy Machine[footnoteRef:31] [31:  Assume lease of $100 per month] 

	1
	 $      100 
	 $      100 
	 $    1,200 
	

	
	Fax Machine
	1
	 $      100 
	 $      100 
	 $      100 
	

	
	Total
	 
	 
	 
	 $537,652 
	



[bookmark: _Toc245473199]Projected Demand

The potential demand for diabetes services in eastern North Carolina was carefully assessed.  Although abundant data is available for diabetes incidence and prevalence, there is a lack of reliable data concerning the outpatient demand for diabetes services.  This is partly due to the fact that patients with diabetes frequently have many co-morbid illnesses for which they are being treated; for example, vascular complications, renal failure, and heart disease.  Treatment for diabetes may not always be designated through the primary diagnosis.  

To address these problems of estimating outpatient demand, projections were initially made based on incidence and prevalence data and inpatient market share in the primary service area.  A 5% conversion factor was applied to this data.  This conversion factor was used to make a conservative estimate based on three issues.  First, to convert inpatient market share to outpatient market share, it was assumed that outpatient market share would be much smaller, but proportional to the inpatient market share.  Second, this conservative rate was used based on the understanding that only a small proportion of all patients with diabetes in the primary service area will require the expertise of an Endocrinologist.  A large number of these patients will continue to seek treatment from their primary care providers, and only the more complex cases will be referred to an Endocrinologist.  Finally, given that an estimated 50% of all people with diabetes in Pitt County have not received diabetes education, it is believed that many people with diabetes simply will not be seeking treatment despite their diagnosis.  Thus, the 5% conversion factor is a conservative, but realistic estimate of patients that would use the Diabetes Center of Excellence.  The total projected visits were derived from the assumption that each newly diagnosed patient would be seen for an initial visit and three follow up visits per year.  Refer to Appendix B, Demand and Volume Projection.

Based on data from the Joslin Affiliates Programs, new affiliates demonstrate a greater than 38% increase in new referrals, primarily coming from secondary and tertiary service areas, indicating the affiliates are pulling patients to the program from a wider geographic area.  Thus, when projecting volume for the Joslin-buy model, the original figures were adjusted to reflect this increase for Year 2 and going forward.  

Another issue to be addressed was staff capacity.  In order to make a fair comparison, the staffing pattern for the build and buy models is equivalent and conservative.  With the lack of solid demand data, a careful ramp up is prudent.  However, the potential demand for services may exceed this conservative staffing plan for both the build and buy option.  Therefore, capacity constraints based on the total number of patients that could be seen by the endocrinologist and nurse practitioner in a given year were built into the models[footnoteRef:32].  See Appendix D and E for capacity constraints built into the Build and Joslin-buy financial models. [32:  Based on 2008 data from Medical Group Management Association (MGMA)] 




[bookmark: _Toc245473200]Reimbursement

To determine reimbursement, the 2009 Medicare reimbursement rates were used as a base.  Third party and other payer rates were calculated as a percentage of this rate. Reimbursement as a percentage of Medicare was estimated as follows; for Blue Cross/Blue Shield, 135%, Medicaid, 95%, commercial insurance, 100%, other, 100%,  and self pay, 170%.  Using the payer mix for the primary service area, weighted average reimbursement for each service was calculated and used in the financial projections.   Reimbursement for nurse practitioner services was estimated as 85% of the physician rate.  See Appendix C for the complete model for reimbursement.









	Medical Services Reimbursement[footnoteRef:33] [33:  2009 Medicare reimbursement used as a base and other payer rates calculated as a percentage of the Medicare rates] 

	Wted Avg Med Reimburse (Physician)[footnoteRef:34] [34:  Inpatient payer mixed used to weight the reimbursement and calculate an average reimbursement for each service] 

	Wted Avg Med Reimburse (NP @ (85%)[footnoteRef:35] [35:  NP reimbursement @ 85% of physician fee schedule] 

	Education Reimbursement7
	Wted Avg Hrly Reimburse 8

	
	
	
	
	

	99204
	New Patient, Level 4 visit
	$149
	$126
	97802
	Med nutr - initial - 15 min
	$124 

	99214
	Est. Patient, Level 4 visit
	$97
	$82
	97803
	Med nutri - subsequent - 15 min
	$108 

	Facility Reimbursement
	
	
	97804
	Med nutri - group - 15 min
	$55 

	99204
	New Patient, Level 4 visit
	$121
	$102
	G0108
	Self-manage Ed, individual, 30 min
	$46 

	99214
	Established Patient, Level 4 visit
	$74
	$63
	G0109
	Self-manage Ed, group, per 30 min
	$24 



[bookmark: _Toc245473201]Financial Outcomes

The financial analysis was based on equivalent staffing models to ensure a fair comparison for the build vs. buy financial decision.  Financial projections for both the Build and Joslin-buy Models were based on a ramp up of production in year one, with the Endocrinologist and the Nurse Practitioner functioning at 70% of capacity.   100% capacity would be realized in year two.  A second Endocrinologist, functioning at 70% capacity, is projected to be added in year three to meet increasing patient demand due to marketing and a building reputation.  Full production capacity for the second Endocrinologist is anticipated to be achieved in year four.

[bookmark: _Toc245473202]Operating Revenue and Expenses

For both the Build and Joslin-buy Models, revenue is generated from clinical and educational services provided at the Diabetes Center of Excellence.   Neither model achieves positive net operating income within five years.  The yearly franchise fee, which is adjusted to the CPI each year, accounts for the differences in expenses for the two models, while the Joslin-buy Model generates more operating revenue due to the projected increase in volume of 38% for Year 2 and beyond.  










[bookmark: _Toc245473203]Net Income (Loss) and Cash Flows

Analysis of the cumulative net income (loss) (based on operating revenues and expenses only) shows a financial loss in each of the five years of operation for both the Build and the Joslin-buy Models.   See Appendix D for the Build Model Net Income (Loss) and Appendix E for the Joslin-buy Model Net Income (Loss).




Analysis of cash flow projections reveals that neither model achieves positive cash flows over the five year period when only considering operating revenue.   During years one through three, the Joslin-buy Model is losing more money than the Build Model.  This reverses in years four and five.  For the cumulative cash flows over the five year span, the Joslin-buy Model losses total $169,931 more than the Build Model.
	
	Year
	0
	1
	2
	3
	4
	5

	"Build" Model
	Net Cash Flows
	$   (537,652)
	$(286,268)
	$   (155,625)
	$   (228,454)
	$   (277,177)
	$   (302,221)

	
	
	
	
	
	
	
	

	
	Cumulative Cash Flows
	$   (537,652)
	$(823,920)
	$   (979,545)
	$(1,208,000)
	$(1,485,177)
	$(1,787,398)

	
	
	
	
	
	
	
	

	Joslin "Buy" Model
	Net Cash Flows
	$   (537,652)
	$(386,268)
	$   (250,535)
	$   (249,698)
	$   (253,259)
	$   (278,917)

	
	
	
	
	
	
	
	

	
	Cumulative Cash Flows
	$   (537,652)
	$(923,920)
	$(1,174,455)
	$(1,424,153)
	$(1,677,412)
	$(1,956,329)

	
	
	
	
	
	
	
	



[bookmark: _Toc245473204]Breakeven

The number of patients required to achieve a neutral annual net income (loss) for each model was calculated.  The volume of patients needed to achieve the breakeven point based on operating revenue alone would far exceed the capacity of both the Center and the providers.  (See capacity constraints in models in both Appendix D and E).  See Appendix F for the detailed Breakeven Analysis with Operating Net Income.



[bookmark: _Toc245473205]Contribution Margin

Finally, an analysis of the contribution margin was conducted.  This analysis was based on variable annual supply costs and the step variable salary and benefits costs, compared to operating revenue.  This analysis shows that the Joslin-buy Model provides a positive contribution beginning in Year 2 due to the projected increase in volume through this model.  The Build Model, however, does not achieve a positive contribution over the five year period.

	
	Year
	1
	2
	3
	4
	5

	"Build" Model
	Contribution Margin
	$(141,750)
	$(6,487)
	$(28,093)
	$(72,386)
	$(87,440)

	
	
	
	
	
	
	

	Joslin "Buy" Model
	Contribution Margin
	$(141,750)
	$1,604
	$ 56,754
	$ 60,805
	$ 48,416

	
	
	
	
	
	
	




[bookmark: _Toc245473206]Spillover Revenue Analysis

The financial analysis thus far has included only operating revenue, not taking into account spillover revenues that a Diabetes Center of Excellence are likely to generate for MAMC.  While significant spillover revenue is projected, no cannibalization costs are predicted from any currently operating MAMC programs.  Spillover revenue must be assessed with caution, but these downstream revenues are what ultimately make the Center financially feasible.  Caution is warranted because spillover revenues are generally difficult to calculate and the allocation of these revenues can become problematic.  The same revenue may be counted by many different departments and programs in such a way that problems can arise in assessing the true net gain for the medical center.  

Spillover revenue from the Diabetes Center of Excellence would include referrals to MAMC laboratories, specialty centers (radiology, cardiology, mental health, rehabilitation), and for hospitalization.   Projections for these revenues were made based on consultation with the Joslin Affiliates Program management, which has had over 20 years of experience in creating programs with positive financial outcomes.
When the spillover projections are included with the operating revenue, both models demonstrate positive net income beginning in Year 2.  The Joslin-buy Model outperforms the Build Model by $469,896 over the 5 year period.  See Appendix G for the Build Model with Spillover Revenue and Appendix H for the Joslin-buy Model with Spillover Revenue.








[bookmark: _Toc245473207]Cumulative Net Income (Loss) and Cash Flows

Analysis of net income (loss) with the inclusion of spillover reveals that both achieve a positive increase in net income (loss) by the second year.  The Joslin-buy Model lags behind the Build Model due to the annual approximate $100,000 franchise fee.  However, the net income (loss) of the Build Model plateaus in Year 3 and begins to decline in Year 4 due to the addition of the second endocrinologist operating at 70% capacity.  By Year 5 the net income (loss) advances due to the addition of a .5 FTE RN educator and a 2% rate increase in reimbursement rates.  The Joslin model shows a steady increase in net income (loss), despite the franchise fee due to the projected 38% increase in total annual visits.


The addition of spillover revenue in the analysis of cash flow projections reveals that both models achieve a positive value in year two.  By year three, the Joslin-buy Model is projected to outperform the Build Model.  In Year 5, the Joslin-buy Model is outperforming the Build Model by $75,807.  

	
	Year
	0
	1
	2
	3
	4
	5

	"Build" Model
	Net Cash Flows
	$(537,652)
	$  (71,589)
	$ 151,059
	$ 243,321
	$ 194,598
	$212,574

	
	
	
	
	
	
	
	

	
	Cumulative Cash Flows
	$(537,652)
	$(609,241)
	$(458,183)
	$(214,862)
	$  (20,264)
	$192,311

	
	
	
	
	
	
	
	

	Joslin "Buy" Model
	Net Cash Flows
	$(537,652)
	$(198,837)
	$   55,986
	$ 251,776
	$ 271,638
	$288,381

	
	
	
	
	
	
	
	

	
	Cumulative Cash Flows
	$(537,652)
	$(736,489)
	$(680,504)
	$(428,727)
	$(157,089)
	$131,292

	
	
	
	
	
	
	
	



[bookmark: _Toc245473208]Breakeven with Spillover Revenue

Recalculating the breakeven point with the inclusion of spillover revenue brings the number of patient visits to a more realistic level.  These forecasts are in alignment with the demand projections discussed earlier and fall within the anticipated capacity constraints of the Center.  See Appendix I for Breakeven Analysis with Spillover Revenue.


[bookmark: _Toc245473209]Payback, NPV and IRR

Due to the only negative cash flows associated with operating income, payback, NPV, and IRR could not be calculated without the inclusion of spillover revenue.  For this analysis, it is assumed that the Joslin-buy Model is considerably less risky, especially as it applies to execution or implementation risk.  This is due to the very close monitoring of the project by the Joslin Diabetes Center and the extensive experience they have through the Joslin Affiliates Program.  Because the Joslin-buy Model is less risky, a risk-adjusted discount rate (RADR) of an additional 1% is applied to Build Model (Minimum discount rate and risk adjustment based on consultation with Pitt County Memorial Hospital Finance Department).  Both models had similar payback periods, (build, 4.1 years, Joslin-buy, 4.5 years).   The Build Model has the greater NPV and IRR due to the greater cumulative cash flows over the five year period with taking spillover effects into account.  See Appendix J for the Payback, NPV, and IRR analysis.


	
	Payback Year
	NPV
	IRR

	"Build" Model
	4.1
	$ 68,026
	8.3%

	Joslin "Buy" Model
	4.5
	$ 15,974
	4.6%





[bookmark: _Toc245473210]Recommendation

MAMC must carefully balance mission and margin considerations when deciding the direction that will best serve the people of Eastern North Carolina.  The scope of the diabetes epidemic is such that inaction could lead to significant financial difficulties.  Diabetes is not an easily isolated disease process which affects only one service line.  Diabetes creates a ripple effect which crosses all facets of the continuum of care offered by MAMC.  It is difficult to quantify the full scope of the anticipated demand that this epidemic will place on the MAMC.  However, a proactive approach to treating complex diabetes on an outpatient basis will lessen the costs due to hospitalization for these patients and shorten lengths of stay for those individuals who are admitted.  Given that the payer mix of the primary service area is not favorable for costly care, strategic action to reduce the cost of diabetes care is required.  

Based on financial analysis and non-financial considerations, MAMC should proceed with contracting with the Joslin Affiliates Program to purchase a Joslin franchise Diabetes Center of Excellence.   Although the five year NPV is expected to be lower than the Build Model and the payback period is somewhat longer, the long term financial outlook for the Joslin-buy Model is superior.  The Joslin-buy Model’s cumulative net income begins to exceed the Build Model by Year 3.  In addition, due to increased projected volume, the Joslin-buy Model projects positive contribution margin beginning in Year 2, where as the build model does not achieve positive contribution margin.   The consideration of spillover revenue is an issue that is admittedly difficult to quantify and trace back to the Center.  Without the inclusion of spillover revenue in the analysis, neither option is particularly viable based solely on financial considerations.  However, conceptually, the Diabetes Center of Excellence addresses the issue of emerging patients with diabetes who may not seek services at MAMC or who may go to competitors.  In addition, from a strategic perspective, Medicare is likely to begin reimbursing at a higher rate for quality performance indicators (such as A1C levels).  Rapidly implementing a state-of-the-art Diabetes Center of Excellence now will position MAMC to take advantage of this shift in reimbursement.

When analyzing non financial, (mission) considerations, the Joslin-buy Model also represents the best choice for MAMC.  Beyond regional competition considerations, partnering with a world renowned program would give MAMC a competitive advantage throughout the state.   Several other factors were also considered when making this recommendation.

Speed of implementation.  Joslin contends that their program can be operational in 90 days, once the staff is in place.  Due to their experience in creating centers nationally and the fact that all policy and procedures already exist, MAMC would not be required to utilize resources to create these processes.  Additionally, MAMC could begin to provide service to the community in a shorter timeframe.  In summary, there is less implementation risk involved with the Joslin model.
Meeting the Mission.  Under the Joslin model, a greater percentage of patients with diabetes are projected to be seen.  In doing so, MAMC would be addressing the problems of access within the community.  Improved outcomes based on nationally standardized treatment protocols will address the health disparities present among people with diabetes.
Quality indicators.  Joslin will monitor performance benchmarks and hold providers accountable for meeting targets as part of the service contract.  Periodic site visits from Joslin consultants will provide additional assistance and recommendations as needed.
Education of medical staff.  Medical staff will travel to the Joslin Center in Boston for initial and ongoing education in the latest diabetes care.
Name brand recognition.  The Joslin name is well known throughout the medical community, specifically related to being the leader in diabetes research and care.  This will assist not only with medical staff recruitment, but with patient referrals and potential grant funding.
Ease of exit.  If after five years the Joslin model does not meet the stated financial expectations, the contract can be dissolved and the center discontinued.  Dissolution of a business contract may prevent negative political ramifications within MAMC and dissatisfaction amongst the medical community compared to a build model.
























Recommendation Summary Table

	Overview of Advantages in Build vs. Joslin Buy Models

	
	Build Model
	Joslin-Buy Model

	Speed of implementation
	
	

	Riskiness of model
	
	

	Competitive Risk
	
	

	Market Risk
	
	

	Execution Risk
	
	

	Capitalization Risk 
	
	

	Increased patient volumes
	
	

	Recruitment and retention advantage
	
	

	National name brand recognition
	
	

	Adherence to standardized practice
 model and KPIs
	
	

	Standardized Education
	
	

	Experienced implementation of model
	
	

	Ease of exit
	
	

	Five year Financial Projections (with Spillover Revenue)
	
	

	       Revenue
	
	

	       Cumulative net income
	
	

	       Cash flows
	
	

	       Contribution margin
	
	

	Payback
	
	

	Breakeven
	
	

	NPV
	
	


Team 7 Diabetes Center of Excellence





59

[bookmark: _Toc245473211][bookmark: _Toc245143469][bookmark: _Toc245143476]Appendix A: Competitive Analysis  



Team 7 Diabetes Center of Excellence



137




* All information was gathered from each facilities website.
*Hospital bed size was obtained from the Department of Health and Human Services- Division of Health Service Regulation/ Hospitals by County as of September 2, 2009. 
[bookmark: _Toc245143477]














[bookmark: _Toc245473212]Appendix B:  Demand and Volume Projection

	
	DEMAND AND VOLUME MODEL FOR DIABETES CASES

	
	MID ATLANTIC MEDICAL CENTER

	
	
	
	
	
	
	
	
	
	

	
	
	
	Conversion Factor (accounting for unwillingness to seek care, likely complex case referral, and estimate outpatient market share)1
	

	
	
	
	
	5%

	
	Population2
	Prevalence3
	Annual Incidence4
	Diagnosed Diabetes
	Demand New Care5
	Demand Follow up6
	Adjusted New Care
	Adjusted Follow up 
	Inpatient Market share7

	Service Area (by county)
	
	
	
	
	
	
	
	
	

	Beaufort 
	46035
	11.3%
	5.9%
	5202
	2716
	2486
	136
	124
	33.5%

	Craven 
	96892
	9.6%
	5.9%
	9302
	5717
	3585
	286
	179
	9.0%

	Edgecombe 
	52682
	12.7%
	5.9%
	6691
	3108
	3582
	155
	179
	16.9%

	Greene 
	20677
	10.9%
	5.9%
	2254
	1220
	1034
	61
	52
	61.1%

	Lenoir 
	56826
	11.8%
	5.9%
	6705
	3353
	3353
	168
	168
	16.1%

	Martin 
	23398
	13.5%
	5.9%
	3159
	1380
	1778
	69
	89
	30.2%

	Nash 
	93674
	10.4%
	5.9%
	9742
	5527
	4215
	276
	211
	7.6%

	Pitt 
	156081
	8.1%
	5.9%
	12643
	9209
	3434
	460
	172
	91.3%

	Wayne
	113671
	11.1%
	5.9%
	12617
	6707
	5911
	335
	296
	8.0%

	Wilson 
	77527
	11.3%
	5.9%
	8761
	4574
	4186
	229
	209
	11.8%

	Totals
	737463
	
	
	77075
	
	
	
	
	

	
	
	
	
	10.5%
	of 10 county population
	
	
	








Appendix B (continued)

	
	Projected Annual New Cases
	Projected Annual Follow-up Cases
	Projected Annual Initial Visits
	Projected Annual FU Visits8
	

	Service Area (by county)
	
	
	
	
	

	Beaufort 
	45
	42
	45
	235
	

	Craven 
	26
	16
	26
	103
	

	Edgecombe 
	26
	30
	26
	160
	

	Greene 
	37
	32
	37
	182
	

	Lenoir 
	27
	27
	27
	148
	

	Martin 
	21
	27
	21
	139
	

	Nash 
	21
	16
	21
	96
	

	Pitt 
	420
	157
	420
	1258
	

	Wayne
	27
	24
	27
	135
	

	Wilson 
	27
	25
	27
	139
	

	Totals
	678
	395
	678
	2595
	

	
	
	
	
	
	

	Joslin Projected Second Year Increase in Volume of New Case9
	
	
	

	
	38%
	
	

	
	
	
	
	
	

	
	
	
	Projected Annual Initial Visits Beginning Year 2 - Joslin
	Projected Annual FU Visits Beginning Year 2 - Joslin
	

	
	
	
	935
	3581
	










Appendix B (continued)

DEMAND AND VOLUME PROJECTION ASSUMPTIONS

1.  Outpatient market share is unavailable, so this conversion factor is used to adjust the inpatient market share for the lower, but presumably proportional, outpatient market share.  The conversion factor also adjusts for those individuals with diagnosed diabetes who nonetheless do not seek treatment and to account for percentage of patients with diabetes who are likely to be complex and difficult to stabilize, thus referred to the Diabetes Center rather than treated by a primary care service.
2.  2008 US Census Data.  Census.gov
3.  2005 CDC BRFSS Survey cdc.gov/brfss/
4.  1995-1997 and 2005-2007 CDC BRFSS Survey, data state-wide only (NC) cdc.gov/brfss/
5.  Annual incidence rate (new cases per year) times the population
6.  Individuals with diagnosed diabetes, but not newly diagnosed in the past year
7.  Inpatient market share 2008, outpatient market share information is not available
8.  Based on 4 medical office visits per year.  New cases would equal 1 initial + 3 fu visits if diabetes identified at the beginning of the year.  Initial cases are divided by 2 for the purpose of projecting fu visits to account for cases identified later in the year
9.  From Joslin Diabetes Affiliate Program consultation, "our most recent affiliates were able to demonstrate that 38% of their new patients (defined as patients who had not been to their medical center for any services in the past 36 months) were drawn from secondary and tertiary service areas." 













[bookmark: _Toc245473213]Appendix C:  Payer Mix and Reimbursement

	PAYER MIX AND REIMBURSEMENT

	MID ATLANTIC MEDICAL CENTER

	
	
	
	
	
	
	
	
	
	
	

	
	
	Mid Atlantic Medical Center Inpatient Payer Mix1
	BC/BS
	Commercial Insurance
	Medicaid
	Medicare
	Other
	Self Pay
	
	

	
	
	
	18.0%
	10.7%
	28.6%
	34.8%
	1.7%
	6.2%
	100.0%
	

	
	
	
	
	
	
	
	
	
	
	

	Medical Services Reimbursement2
	Medicare 2009
	BC/BS
	Commercial Insurance
	Medicaid
	Medicare
	Other
	Self Pay
	Weighted Average Medical Reimbursement (Physician)3
	Weighted Average Medical Reimbursement (Nurse Practitioner @ 85%)4

	
	
	135%
	100%
	95%
	100%
	100%
	170%
	
	

	99204
	New Patient, Level 4 visit
	$136.07 
	$183.69 
	$136.07 
	$129.27 
	$136.07 
	$136.07 
	$231.32 
	$149 
	$126 

	99214
	Established Patient, Level 4 visit
	$88.72 
	$119.77 
	$88.72 
	$84.28 
	$88.72 
	$88.72 
	$150.82 
	$97 
	$82 






	



Appendix C (continued)

	
	
	
	
	
	
	
	
	

	Education Reimbursement2
	Medicaid 2009
	Reimbursement per hour
	BC/BS
	Commercial Insurance
	Medicaid
	Medicare
	Other
	Self Pay
	Weighted Average Hourly Reimbursement3

	
	
	
	135%
	100%
	95%
	100%
	100%
	170%
	

	97802
	Med nutr - initial - 15 min
	$28.35 
	$113.40 
	$153.09 
	$113.40 
	$107.73 
	$113.40 
	$113.40 
	$192.78 
	$124 

	97803
	Med nutri - subsequent - 15 min
	$24.80 
	$99.20 
	$133.92 
	$99.20 
	$94.24 
	$99.20 
	$99.20 
	$168.64 
	$108 

	97804
	Med nutri - group - 15 min
	$12.58 
	$50.32 
	$67.93 
	$50.32 
	$47.80 
	$50.32 
	$50.32 
	$85.54 
	$55 

	G0108
	Self-manage Ed, individual, 30 min
	$21.25 
	$42.50 
	$57.38 
	$42.50 
	$40.38 
	$42.50 
	$42.50 
	$72.25 
	$46 

	G0109
	Self-manage Ed, group, per 30 min (2 or more), per 30 minutes
	$11.19 
	$22.38 
	$30.21 
	$22.38 
	$21.26 
	$22.38 
	$22.38 
	$38.05 
	$24 














Appendix C (continued)

	
	
	
	
	
	
	
	
	

	Payer Mix and Reimbursement Assumptions

1.  Mid Atlantic Inpatient Payer Mix 2008; outpatient payer mix is not available
2.  2009 Medicare reimbursement used as a base and other payer rates calculated as a percentage of the Medicare rates
3.  Inpatient payer mixed used to weight the reimbursement and calculate an average reimbursement for each service
4.  NP reimbursement @ 85% of physician fee schedule

	
	





















[bookmark: _Toc245473214]Appendix D:  Build 5 YEARS Net Operating Income (Loss)

	[bookmark: RANGE!A1:L55] 
	FINANCIAL MODEL

	 
	DIABETES CENTER OF EXCELLENCE

	                                                        
                                                            
	MID - ATLANTIC MEDICAL CENTER

	CATEGORY
	YEAR 11
	YEAR 222
	YEAR 331,32
	YEAR 440
	YEAR 5

	
	
	
	
	
	

	CAPACITY CONSTRAINTS
	 
	 
	 
	
	 
	
	 
	
	 
	
	 

	Endocrinologist - New
	336
	2
	 
	480
	 
	816
	 
	960
	 
	960
	 

	Endocrinologist - Follow up
	1344
	2
	 
	1920
	 
	3264
	 
	3840
	 
	3840
	 

	Nurse Practitioner - New 
	92.4
	3
	 
	132
	 
	132
	 
	132
	 
	132
	 

	Nurse Practitioner - Follow up
	1075.2
	3
	 
	1536
	 
	1536
	 
	1536
	 
	1536
	 

	Nutrition - New & Follow up Individual
	450.8
	4
	 
	644
	 
	1288
	 
	1288
	 
	1288
	 

	Nutrition - Group
	289.8
	4
	 
	414
	 
	828
	 
	828
	 
	828
	 

	Education - Individual
	466.9
	4
	 
	667
	 
	1334
	 
	1334
	 
	2001
	 

	Education - Group
	289.8
	4
	 
	414
	 
	828
	 
	828
	 
	1242
	 

	VISITS
	Volume5
	 
	Pay
	Volume
	Pay
	Volume 
	Pay 38
	Volume
	Pay
	Volume
	Pay

	Endocrinologist - New
	336 
	
	269 
	480 
	269 
	678 
	275 
	678 
	275 
	678 
	280 

	Endocrinologist - Follow up
	1,344 
	
	170 
	1,920 
	170 
	2,595 
	174 
	2,595 
	174 
	2,595 
	177 

	Nurse Practitioner - New 
	92 
	
	229 
	132 
	229 
	132 
	233 
	132 
	233 
	132 
	238 

	Nurse Practitioner - Follow up
	1,075 
	
	145 
	1,536 
	145 
	1,536 
	148 
	1,536 
	148 
	1,536 
	151 

	Subtotal New Medical Services Visits
	428 
	
	 
	612 
	 
	810 
	 
	810 
	 
	810 
	 

	Subtotal Follow up Medical Services Visits
	2,419 
	
	 
	3,456 
	 
	4,131 
	 
	4,131 
	 
	4,131 
	 

	Subtotal MedicalServices Visits
	2,848 
	
	 
	4,068 
	 
	4,941 
	 
	4,941 
	 
	4,941 
	 

	Nutrition - New & Follow up Individual
	451 
	
	116 
	644 
	116 
	1,288 
	118 
	1,288 
	118 
	1,288 
	121 

	Nutrition - Group
	290 
	
	55 
	414 
	55 
	828 
	56 
	828 
	56 
	828 
	57 

	Education - Individual
	467 
	
	46 
	667 
	46 
	1,334 
	47 
	1,334 
	47 
	2,001 
	48 

	Education - Group
	290 
	
	24 
	414 
	24 
	828 
	25 
	828 
	25 
	1,242 
	25 

	Subtotal Educational/Nutrition Services Visits
	1,497 
	
	
	2,139 
	 
	4,278 
	 
	4,278 
	 
	5,359 
	 

	
 
	4345
	
	
	6207
	
	9219
	
	9219
	
	10300
	 

	REVENUE
	 
	 
	 
	 
	 

	Endocrinologist6,7 
	319,540 
	
	 
	456,486 
	 
	637,279 
	 
	637,279 
	 
	650,025 
	 

	Nurse Practioner6,7 
	176,931 
	
	 
	252,759 
	 
	257,814 
	 
	257,814 
	 
	262,970 
	 

	Subtotal Medical Services Net Revenue
	496,471 
	
	 
	709,244 
	 
	895,093 
	 
	895,093 
	 
	912,995 
	 

	Subtotal Education/Nutrition Net Revenue8,9.10
	97,013 
	
	
	138,590 
	
	282,724 
	
	282,724 
	
	331,115 
	 

	Total Clinical Services Net Revenue
	593,484 
	
	 
	847,834 
	 
	1,177,817 
	 
	1,177,817 
	 
	1,244,110 
	 

	  Bad Debts/ Contractuals @ 45%
	(267,068)
	
	 
	(381,526)
	 
	(530,018)
	 
	(530,018)
	 
	(559,849)
	 

	Total Net Operating Revenue
	 $ 423,429 
	 
	 
	 $ 604,899 
	 
	 $ 930,523 
	 
	 $ 30,523 
	 
	 $ 1,015,375 
	 

	EXPENSES
	Salary
	Salary27
	Salary35
	Salary41
	Salary44

	Endocrinologist Salary + Fringe11
	205,800 
	
	 1 FTE
	209,916 
	 1  FTE
	419,914 
	2 FTE
	428,313 
	2 FTE
	436,879 
	2 FTE

	Nurse Practitioner12
	93,309 
	
	1 FTE
	95,175 
	 1 FTE
	97,079 
	 1 FTE
	99,020 
	1 FTE
	101,001 
	1 FTE

	Center Administrator13
	36,000 
	
	.5 FTE
	36,720 
	.5 FTE
	37,454 
	.5 FTE
	38,203 
	.5 FTE
	38,968 
	.5 FTE

	Registered Dietician14 
	23,920 
	
	.5 FTE
	24,398 
	.5 FTE
	48,806 
	1 FTE
	49,782 
	1 FTE
	50,778 
	1 FTE

	RN Educator15
	35,000 
	
	.5 FTE
	35,700 
	.5 FTE
	71,414 
	1 FTE
	72,842 
	1 FTE
	109,299 
	1.5 FTE45

	Medical Assistant16
	20,904 
	
	.5 FTE
	41,808 
	1 FTE24
	84,452 
	2 FTE33
	107,045 
	2.5 FTE39
	109,186 
	2.5 FTE

	Clerical17 
	60,528 
	
	 2 FTE
	61,739 
	2 FTE
	62,973 
	2 FTE
	64,233 
	2 FTE
	65,517 
	2 FTE

	Subtotal Salaries
	475,461 
	
	 
	505,456 
	 
	822,093 
	 
	859,439 
	 
	911,628 
	 

	Benefits @ 24%18
	64,719 
	
	 
	70,930 
	 
	96,523 
	 
	103,470 
	 
	151,187 
	 

	Subtotal Salaries & Benefits
	540,180 
	
	 
	576,386 
	 
	918,616 
	 
	962,909 
	 
	1,062,815 
	 

	Marketing
	20,000 
	
	 
	20,000 
	 
	20,000 
	 
	20,000 
	 
	20,000 
	 

	Building Lease
	45,000 
	
	 
	45,000 
	 
	50,000 
	36 
	50,000 
	 
	50,000 
	 

	E-Lease/Amortization/Depreciation
	15,000 
	
	 
	15,000 
	 
	25,000 
	36 
	25,000 
	 
	25,000 
	 

	 Supplies
	25,000 
	
	 
	35,000 
	30 
	40,000 
	36 
	40,000 
	 
	40,000 
	 

	Subtotal All Direct Expenses
	645,180 
	
	 
	691,386 
	 
	1,053,616 
	 
	1,097,909 
	 
	1,197,815 
	 

	

Subtotal Indirect Expense Allocation @ 10% of Direct Expenses 
	64,518 
	
	 
	69,139 
	 
	105,362 
	 
	109,791 
	 
	119,781 
	 

	Total Operating Expenses
	 $ 709,698 
	 
	 
	 $      760,524 
	 
	 $    1,158,978 
	 
	 $    1,207,700 
	 
	 $    1,317,596 
	 

	NET OPERATING INCOME (LOSS)
	 $   (286,268)
	 
	 
	 $ (155,625)
	 
	 $      (228,454)
	 
	 $      (277,177)
	 
	 $      (302,221)
	 































Appendix D (continued)

Build 5 Year Net Operating Income (Loss) Assumptions
	
	
	
	
	
	
	
	
	
	
	

	Year 1
 
1.  Assumes 70% of full capacity for year 1 ramp up
2.  Assume Endocrinologist volume = 40 new patient visits monthly and 160 F/U patient visits monthly (information from consultation with Joslin Diabetes Center); assume 70% of full capacity in year 1 for ramp up
3.  Average NP FTE monthly volume = 11 new patient visits & 128 F/U visits (information from consultation with Joslin Diabetes Center); first year at 70% for ramp up
4.  Assumes RN/CDE at 100% capacity sees 18 group patients per week and 29 individual patients per week; annualized for 46 weeks = 828 group patients and 1,334 individual patients (information from consultation with Joslin Diabetes Center); at 70% capacity for ramp up; RD at 100% capacity sees 18 group patients per week and 28 individual patients per week; annualize for 46 weeks 828 group patients and 1,288 individual patients (information from consultation with Joslin Diabetes Center); assume 70% for year 1 ramp up 
5.  The practice model of care presumes a patient with diabetes is scheduled to be seen four times a year by the endocrinologist for diabetes care (information from consultation with Joslin Diabetes Center)
6.  Assume endocrinologists and NP see patients at CPT level 99204 for new patients and CPT level 99214 for established patients
7.  Assumes split-bill billing model, with endocrinologist billing hospital outpatient department site of service and hospital billing facility charge
8.  Assumes that Medical Center obtains ADA accredited program status for education
9.  Assume .5 FTE RN/CDE bills education codes at 70% year 1 ramp up
10.  Assumes .5 FTE RD/CDE bills education codes at 70%year 1 ramp up
11.  Assume 1.0 FTE endocrinologist salary of $205,800 (salary information provided Medical Group Management Association, NC salary)
12.  Assume 1.0 FTE NP salary of $93,309 (information from consultation with Joslin Diabetes Center)
13.  Assume .5 FTE RD/CDE at base salary of $47,840 annually (information from consultation with Joslin Diabetes Center)  
14.  Assume .5FTE RN/CDE at base salary of $61,298 annually (information from consultation with Joslin Diabetes Center)
15.  Assume .5 FTE Center Administrator at base salary of $72,000 annually (information from consultation with Joslin Diabetes 

Center)
16.  Assume .5 FTE medical assistant in year one at base salary of $41,808 annually (information from consultation with Joslin Diabetes Center)
17.  Assume 2.0 FTE clerical in year 1at base salary of $30,264 (information from consultation with Joslin Diabetes Center)
18.  Assume fringe benefit factor of 24%
 
Year 2

 22.  Assumes 100% physician, NP, RN and RD educators capacity
23.  Assume same physician staffing level 
24.  Add .5 FTE medical assistant to increase to 1.0 FTE
25.  Assumes that 1.0 FTE endocrinologist at 100% capacity in year 2
26.  Assumes that .5 FTE RN/CDE and .5 FTE RD/CDE are at 100% capacity in year 2
27.  Assumes salary increase of 2% for physician and non-physician employees
28.  Assume same downstream revenue percentages per 1.0 FTE endocrinologist as year 1
29.  Assume same fringe benefit assumptions used in year 1
30.  Assume that supply costs increase in year 2
 
Year 3
 
31.  Assume additional 1.0 FTE endocrinologist added at 70% ramp-up for visit volume
32.  Assume RD/CDE and RN/CDE become FTE’s operating at 100% capacity
33.  Assume additional .5 FTE medical assistant
34.  Assume same downstream revenue percentages per 1.0 FTE endocrinologist as year 1
35.  Assume salary increase of 2% for physician and non-physician staff
36.  Assumes building lease cost, supplies and depreciation expenses increase in year 3
37.  Assume same fringe benefit assumptions used in year 1
38.  Assume 2% increase in reimbursement rates 
   



Year 4
 
39.  Assume additional .5 FTE medical assistant
40.  Assume both endocrinologists are operating at 100% capacity and that existing NP is operating at 100% capacity
41.  Assume salary increase of 2% for physician and non-physician staff
42.  Assume same downstream revenue as percentages of total diabetes center revenue
 
 Year 5
 
43.  Assume 2% rate increase in reimbursement rates 
44.  Assume salary increase of 2% for physician and non-physician staff
45.  Assume additional .5 FTE RN/CDE added operating at 70% ramp-up for visit volume

	





















[bookmark: _Toc245473215]Appendix E:  Joslin “Buy” 5 YEARS Net Operating Income (Loss)

	 
	FINANCIAL MODEL

	 
	JOSLIN AFFILIATE PROGRAM

	                                                        
                                                          
	MID - ATLANTIC MEDICAL CENTER

	CATEGORY
	YEAR 1
	YEAR 2
	YEAR 3
	YEAR 4
	YEAR 5

	
	
	
	
	
	

	CAPACITY CONSTRAINTS
	 
	 
	 
	
	 
	
	 
	
	 
	 
	 

	Endocrinologist - New
	336
	
	 
	480
	 
	816
	 
	960
	 
	960
	 

	Endocrinologist - Follow up
	1344
	
	 
	1920
	 
	3264
	 
	3840
	 
	3840
	 

	Nurse Practitioner - New 
	92.4
	
	 
	132
	 
	132
	 
	132
	 
	132
	 

	Nurse Practitioner - Follow up
	1075.2
	
	 
	1536
	 
	1536
	 
	1536
	 
	1536
	 

	Nutrition - New & Follow up Individual
	450.8
	
	 
	644
	 
	1288
	 
	1288
	 
	1288
	 

	Nutrition - Group
	289.8
	
	 
	414
	 
	828
	 
	828
	 
	828
	 

	Education - Individual
	466.9
	
	 
	667
	 
	1334
	 
	1334
	 
	2001
	 

	Education - Group
	289.8
	
	 
	414
	 
	828
	 
	828
	 
	1242
	 

	VISITS
	Volume
	
	Pay
	Volume
	Pay
	Volume
	Pay 
	Volume
	Pay
	Volume
	Pay

	Endocrinologist - New
	336 
	
	269 
	480 
	269 
	816 
	275 
	935 
	275 
	935 
	280 

	Endocrinologist - Follow up
	1,344 
	
	170 
	1,920 
	170 
	3,264 
	174 
	3,581 
	174 
	3,581 
	177 

	Nurse Practitioner - New 
	92 
	
	229 
	132 
	229 
	132 
	233 
	132 
	233 
	132 
	238 

	Nurse Practitioner - Follow up
	1,075 
	
	145 
	1,536 
	145 
	1,536 
	148 
	1,536 
	148 
	1,536 
	151 

	Subtotal New Medical Services Visits
	428 
	
	 
	612 
	 
	948 
	 
	1,067 
	 
	1,067 
	 

	Subtotal Follow up Medical Services Visits
	2,419 
	
	 
	3,456 
	 
	4,800 
	 
	5,117 
	 
	5,117 
	 

	Subtotal MedicalServices Visits
	2,848 
	
	 
	4,068 
	 
	5,748 
	 
	6,184 
	 
	6,184 
	 

	Nutrition - New & Follow up Individual
	451 
	
	116 
	214 
	116 
	1,288 
	118 
	1,288 
	118 
	1,288 
	121 

	Nutrition - Group
	290 
	
	55 
	605 
	55 
	828 
	56 
	828 
	56 
	828 
	57 

	Education - Individual
	467 
	
	46 
	1,210 
	46 
	1,334 
	47 
	1,334 
	47 
	2,001 
	48 

	Education - Group
	290 
	
	24 
	1,210 
	24 
	828 
	25 
	828 
	25 
	1,242 
	25 

	
Subtotal Educational/Nutrition Services Visits
	1,497 
	
	
	3,238 
	 
	4,278 
	 
	4,278 
	 
	5,359 
	 

	 
	4345
	
	
	7306
	
	10026
	
	10462
	
	11543
	 

	REVENUE
	 
	 
	 
	 
	 

	Endocrinologist 
	319,540 
	
	 
	456,486 
	 
	791,546 
	 
	879,445 
	 
	897,034 
	 

	Nurse Practitioner 
	176,931 
	
	 
	252,759 
	 
	257,814 
	 
	257,814 
	 
	262,970 
	 

	Subtotal Medical Services Net Revenue
	496,471 
	
	 
	709,244 
	 
	1,049,360 
	 
	1,137,259 
	 
	1,160,004 
	 

	Subtotal Education/Nutrition Net Revenue
	97,013 
	
	
	143,810 
	
	282,724 
	
	282,724 
	
	331,115 
	 

	Total Clinical Services Net Revenue
	593,484 
	
	 
	853,054 
	 
	1,332,084 
	 
	1,419,983 
	 
	1,491,119 
	 

	  Bad Debts/ Contractuals @ 45%
	(267,068)
	
	 
	(383,874)
	 
	(599,438)
	 
	(638,992)
	 
	(671,004)
	 

	Total Net Operating Revenue
	 $      423,429 
	 
	 
	 $      612,989 
	 
	 $  1,015,370 
	 
	 $  1,063,715 
	 
	 $  1,151,230 
	 

	EXPENSES
	Salary
	Salary
	Salary
	Salary
	Salary

	Endocrinologist Salary + Fringe
	205,800 
	
	 1 FTE
	209,916 
	 1  FTE
	419,914 
	2 FTE
	428,313 
	2 FTE
	436,879 
	2 FTE

	Nurse Practitioner
	93,309 
	
	1 FTE
	95,175 
	 1 FTE
	97,079 
	 1 FTE
	99,020 
	1 FTE
	101,001 
	1 FTE

	Center Administrator
	36,000 
	
	.5 FTE
	36,720 
	.5 FTE
	37,454 
	.5 FTE
	38,203 
	.5 FTE
	38,968 
	.5 FTE

	Registered Dietician 
	23,920 
	
	.5 FTE
	24,398 
	.5 FTE
	48,806 
	1 FTE
	49,782 
	1 FTE
	50,778 
	1 FTE

	RN Educator
	35,000 
	
	.5 FTE
	35,700 
	.5 FTE
	71,414 
	1 FTE
	72,842 
	1 FTE
	109,299 
	1.5 FTE

	Medical Assistant
	20,904 
	
	.5 FTE
	41,808 
	1 FTE
	84,452 
	2 FTE
	107,045 
	2.5 FTE
	109,186 
	2.5 FTE

	Clerical 
	60,528 
	
	 2 FTE
	61,739 
	2 FTE
	62,973 
	2 FTE
	64,233 
	2 FTE
	65,517 
	2 FTE

	Subtotal Salaries
	475,461 
	
	 
	505,456 
	 
	822,093 
	 
	859,439 
	 
	911,628 
	 

	Benefits @ 24%
	64,719 
	
	 
	70,930 
	 
	96,523 
	 
	103,470 
	 
	151,187 
	 

	Subtotal Salaries & Benefits
	540,180 
	
	 
	576,386 
	 
	918,616 
	 
	962,909 
	 
	1,062,815 
	 

	Marketing
	20,000 
	
	 
	20,000 
	 
	20,000 
	 
	20,000 
	 
	20,000 
	 

	Building Lease
	45,000 
	
	 
	45,000 
	 
	50,000 
	 
	50,000 
	 
	50,000 
	 

	E-Lease/Amortization/Depreciation
	15,000 
	
	 
	15,000 
	 
	25,000 
	 
	25,000 
	 
	25,000 
	 

	 Supplies
	25,000 
	
	 
	35,000 
	
	40,000 
	
	40,000 
	 
	40,000 
	 

	Subtotal All Direct Expenses
	645,180 
	
	 
	691,386 
	 
	1,053,616 
	 
	1,097,909 
	 
	1,197,815 
	 

	

 Subtotal Indirect Expense Allocation @ 10% of Direct Expenses Before Joslin Franchise Fee
	64,518 
	
	 
	69,139 
	 
	105,362 
	 
	109,791 
	 
	119,781 
	 

	JOSLIN AFFILIATE FRANCHISE FEE
	100,000 
	
	 
	103,000 
	
	106,090 
	
	109,273 
	 
	112,551 
	

	Total Operating Expenses
	 $    809,698 
	 
	 
	 $    863,524 
	 
	 $ 1,265,068 
	 
	 $ 1,316,973 
	 
	 $ 1,430,148 
	 

	NET OPEREATING INCOME (LOSS)
	 $   (386,268)
	 
	 
	 $   (250,535)
	 
	 $   (249,698)
	 
	 $   (253,259)
	 
	 $   (278,917)
	 























Appendix E (continued)

Joslin “Buy” 5 Year Net Operating Income (Loss) Assumptions

All expense assumptions for the Joslin “Buy” Model are the same as the Build Model except for the Joslin franchise fee Year 1 = $100,000 and adjusted each subsequent year for CPI-Boston-Medical Care

In addition, the Joslin “Buy” projects a 38% increase in volume beginning in Year 2
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	Build Breakeven Visits

	
	Year 1
	Year 2
	Year 3 
	Year 4
	Year 5

	Volume in Visits
	3000
	3215
	4803
	5005
	5353

	
	
	
	
	
	

	Avg Reimbursement/visit
	
	
	
	
	

	Medical
	 $          203.32 
	 $          203.32 
	 $              207.39 
	 $ 207.39 
	 $  211.54 

	Education
	 $            60.48 
	 $            60.48 
	 $                61.68 
	 $ 61.68 
	 $  62.92 

	
	
	
	
	
	

	Medical Revenue
	 $  609,920.90 
	 $  653,601.89 
	 $      996,036.61 
	 $ 1,037,909.29 
	 $  1,132,354.93 

	Education Revenue
	 $  181,412.19 
	 $  194,404.48 
	 $      296,256.76 
	 $  308,711.18 
	 $  336,802.68 

	Less Bad Debt/Contractuals @ 45%
	 $  (81,635.49)
	 $  (87,482.01)
	 $   (133,315.54)
	 $  (138,920.03)
	 $  (151,561.20)

	Net Operating Revenue
	 $  709,697.60 
	 $  760,524.35 
	 $  1,158,977.83 
	 $  1,207,700.44 
	 $  1,317,596.40 

	
	
	
	
	
	

	Total Operating Expenses
	 $  709,697.60 
	 $  760,524.35 
	 $ 1,158,977.83 
	 $  1,207,700.44 
	 $  1,317,596.40 

	
	
	
	
	
	

	Cumulative Net Income (Loss)
	$0.00
	$0.00
	$0.00
	$0.00
	$0.00

	
	
	
	
	
	

	



	
	
	




	
	






Appendix F (continued)

	
	Joslin Buy Breakeven Visits

	
	Year 1
	Year 2
	Year 3 
	Year 4
	Year 5

	Volume in Visits
	3422
	3650
	5242
	5458
	5810

	
	
	
	
	
	

	Avg Reimbursement/visit
	
	
	
	
	

	Medical
	 $          203.32 
	 $          203.32 
	 $              207.39 
	 $              207.39 
	 $              211.54 

	Education
	 $            60.48 
	 $            60.48 
	 $                61.68 
	 $                61.68 
	 $                62.92 

	
	
	
	
	
	

	Medical Revenue
	 $  695,861.85 
	 $  742,121.07 
	 $  1,087,211.37 
	 $  1,131,819.55 
	 $  1,229,082.50 

	Education Revenue
	 $  206,974.09 
	 $  220,733.23 
	 $      323,375.38 
	 $      336,643.44 
	 $      365,572.90 

	Less Bad Debt/Contractuals @ 45%
	 $  (93,138.34)
	 $  (99,329.95)
	 $   (145,518.92)
	 $   (151,489.55)
	 $   (164,507.80)

	Net Operating Revenue
	 $  809,697.60 
	 $  863,524.35 
	 $  1,265,067.83 
	 $  1,316,973.44 
	 $  1,430,147.59 

	
	
	
	
	
	

	Total Operating Expenses
	 $  809,697.60 
	 $  863,524.35 
	 $  1,265,067.83 
	 $  1,316,973.44 
	 $  1,430,147.59 

	
	
	
	
	
	

	Cumulative Net Income (Loss)
	$0.00
	$0.00
	$0.00
	$0.00
	$0.00
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	FINANCIAL MODEL

	 
	DIABETES CENTER OF EXCELLENCE

	                                                        
                                                            
	MID - ATLANTIC MEDICAL CENTER

	CATEGORY
	YEAR 1
	YEAR 2
	YEAR 3
	YEAR 4
	YEAR 5

	
	
	
	
	
	

	Total Net Operating Revenue
	 $      423,429 
	
	
	 $      604,899 
	
	 $        930,523 
	
	 $        930,523 
	
	 $    1,015,375 
	 

	Total Operating Expenses
	 $      709,698 
	
	
	 $      760,524 
	
	 $    1,158,978 
	
	 $    1,207,700 
	
	 $    1,317,596 
	 

	Net Operating Income (Loss) Before Contributions From Other Related Services 
	 $   (286,268)
	
	 
	 $   (155,625)
	 
	 $      (228,454)
	 
	 $      (277,177)
	 
	 $      (302,221)
	 

	RELATED LAB SERVICES NET REVENUE
	 
	
	
	
	

	Related  Net Lab Services Revenue19   
	19,054 
	
	 
	27,220 
	 
	41,874 
	 
	41,874 
	 
	45,692 
	 

	Incremental Direct Lab Expense @ 50%
	9,527 
	
	
	13,610 
	
	20,937 
	
	20,937 
	
	22,846 
	 

	Net Related Lab Services Income
	9,527 
	
	
	13,610 
	
	20,937 
	
	20,937 
	
	22,846 
	 

	Net Income After Contributions
 From Related Lab Services
	 $   (276,741)
	
	 
	 $   (142,015)
	 
	 $      (207,518)
	 
	 $      (256,240)
	 
	 $      (279,375)
	 

	RELATED SPECIALTY DEPARTMENT NET REVENUE
	 
	
	
	
	

	Net Specialty Department Spinoff Revenue From Referrals20
	228,652 
	
	 
	326,646 
	 
	502,483 
	 
	502,483 
	 
	548,303 
	 

	Incremental Direct Specialty Department Expense @ 50%
	114,326 
	
	 
	163,323 
	 
	251,241 
	 
	251,241 
	 
	274,151 
	 

	Net Related Specialty Department Income 
	114,326 
	
	 
	163,323 
	 
	251,241 
	 
	251,241 
	 
	274,151 
	 

	Net Income After Contributions From Referrals
To Hospital Outpatient Specialty Departments
	 $   (162,415)
	
	 
	 $        21,308 
	 
	 $          43,724 
	 
	 $          (4,999)
	 
	 $          (5,224)
	 

	
RELATED HOSPITAL ADMISSIONS NET INCOME
	 
	
	 
	
	 
	
	 
	
	 
	
	 

	Additional Net Spinoff Revenue Per Inpatient Discharge21
	165,137 
	
	 
	235,911 
	 
	362,904 
	 
	362,904 
	 
	395,996 
	 

	Incremental Direct Cost Per Discharge @ 45%
	74,312 
	
	 
	106,160 
	 
	163,307 
	 
	163,307 
	 
	178,198 
	 

	Net Income From Related Admissions
	90,826 
	
	 
	129,751 
	 
	199,597 
	 
	199,597 
	 
	217,798 
	 

	Net Income Contribution After Related Hospital Admissions 
	 $      (71,589)
	
	 
	 $      151,059 
	 
	 $        243,321 
	 
	 $        194,598 
	 
	 $        212,574 
	 

	CUMULATIVE 
 NET INCOME 
	YEAR 1
	YEAR 2
	YEAR 3
	YEAR 4
	YEAR 5

	
	
	
	
	
	

	
	-$71,589
	$151,059
	$243,321
	$194,598 
	$212,574






















Appendix G (continued)

Build 5 Year Cumulative Net Income (Loss) with Spillover Revenue Assumptions

19.  Assume labs equal 4.5 percent of total 1.0 FTE endocrinologist generated net revenue at 70% ramp-up in year 1 (information from consultation with Joslin Diabetes Center)
20.  Assume specialty department’s net revenue of 54% of total net revenue for 1.0 FTE endocrinologist; assume ramp up at 70% for specialty revenue for year 1 (information from consultation with Joslin Diabetes Center)
21.  Assume inpatient margin equals 39% of total net revenue for 1.0 FTE endocrinologist @ 70% ramp-up in year 1 (information from consultation with Joslin Diabetes Center)






















[bookmark: _Toc245473218]Appendix H:  Joslin Buy 5 Year Cumulative Net Income (Loss) with Spillover Revenue

	 
	FINANCIAL MODEL

	 
	JOSLIN AFFILIATE PROGRAM

	                                                        
                                                          
	MID - ATLANTIC MEDICAL CENTER

	CATEGORY
	YEAR 1
	YEAR 2
	YEAR 3
	YEAR 4
	YEAR 5

	
	
	
	
	
	

	Total Net Operating Revenue
	 $      423,429 
	 
	 
	 $      612,989 
	 
	 $    1,015,370 
	 
	 $    1,063,715 
	 
	 $    1,151,230 
	 

	Total Operating Expenses
	 $    809,698 
	 
	 
	 $    863,524 
	 
	 $   1,265,068 
	 
	 $   1,316,973 
	 
	 $   1,430,148 
	 

	Net Operating Income Before Contributions 
From Other Related Services 
	 $   (386,268)
	 
	 
	 $   (250,535)
	 
	 $      (249,698)
	 
	 $      (253,259)
	 
	 $      (278,917)
	 

	RELATED LAB SERVICES NET REVENUE
	
	 
	 
	 
	 

	Related  Net Lab Services Revenue20   
	19,054 
	
	 
	19,054 
	 
	19,054 
	 
	19,054 
	 
	19,054 
	 

	Incremental Direct Lab Expense @ 50%
	9,527 
	
	
	9,527 
	
	9,527 
	
	9,527 
	 
	9,527 
	 

	Net Related Lab Services Income
	9,527 
	
	
	9,527 
	
	9,527 
	
	9,527 
	 
	9,527 
	 

	Net Income After Contributions
 From Related Lab Services
	 $   (376,741)
	 
	 
	 $   (241,008)
	 
	 $      (240,170)
	 
	 $      (243,732)
	 
	 $      (269,390)
	 

	RELATED SPECIALTY DEPARTMENT NET REVENUE
	
	 
	 
	 
	 

	Net Specialty Department Spinoff Revenue From Referrals21
	228,652 
	
	 
	331,014 
	 
	548,300 
	 
	574,406 
	 
	621,664 
	 

	Incremental Direct Specialty Department Expense @ 50%
	114,326 
	
	 
	165,507 
	 
	274,150 
	 
	287,203 
	 
	310,832 
	 

	Net Related Specialty Department Income 
	114,326 
	
	 
	165,507 
	 
	274,150 
	 
	287,203 
	 
	310,832 
	 

	Net Income After Contributions From Referrals
To Hospital Outpatient Specialty Departments
	 $   (262,415)
	 
	 
	 $      (75,501)
	 
	 $          33,979 
	 
	 $          43,471 
	 
	 $          41,442 
	 

	RELATED HOSPITAL ADMISSIONS NET INCOME
	
	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
Additional Net Spinoff Revenue Per Inpatient 

Discharge22
	115,596 
	
	 
	239,066 
	 
	395,994 
	 
	414,849 
	 
	448,980 
	 

	Incremental Direct Cost Per Discharge @ 45%
	52,018 
	
	 
	107,580 
	 
	178,197 
	 
	186,682 
	 
	202,041 
	 

	Net Income From Related Admissions
	63,578 
	
	 
	131,486 
	 
	217,797 
	 
	228,167 
	 
	246,939 
	 

	Net Income Contribution After Related Hospital Admissions 
	 $   (198,837)
	 
	 
	 $        55,986 
	 
	 $        251,776 
	 
	 $        271,638 
	 
	 $        288,381 
	 

	CUMULATIVE 
 NET INCOME (LOSS)
	YEAR 1
	YEAR 2
	YEAR 3
	YEAR 4
	YEAR 5

	
	
	
	
	
	

	
	($198,837)
	$55,986
	$251,776
	$271,638
	$288,381


























Appendix H (continued)

Joslin-Buy 5 Year Cumulative Net Income (Loss) with Spillover Revenue Assumptions

19.  Assume labs equal 4.5 percent of total 1.0 FTE endocrinologist generated net revenue at 70% ramp-up in year 1 (information from consultation with Joslin Diabetes Center)
20.  Assume specialty department’s net revenue of 54% of total net revenue for 1.0 FTE endocrinologist; assume ramp up at 70% for specialty revenue for year 1 (information from consultation with Joslin Diabetes Center)
21.  Assume inpatient margin equals 39% of total net revenue for 1.0 FTE endocrinologist @ 70% ramp-up in year 1 (information from consultation with Joslin Diabetes Center)
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	Build Breakeven Visits

	
	Year 1
	Year 2
	Year 3 
	Year 4
	Year 5

	Volume in Visits
	1991
	2133
	3187
	3321
	3552

	Avg Reimbursement/visit
	
	
	
	
	

	Medical
	 $               203.32 
	 $  203.32 
	 $                 207.39 
	 $                 207.39 
	 $                 211.54 

	Education
	 $                 60.48 
	 $   60.48 
	 $                    61.68 
	 $                    61.68 
	 $                    62.92 

	Medical Revenue
	 $       404,725.21 
	 $  433,710.61 
	 $         660,940.02 
	 $         688,725.48 
	 $         751,396.77 

	Education Revenue
	 $       120,379.69 
	 $ 129,000.98 
	 $         196,587.10 
	 $         204,851.48 
	 $         223,492.15 

	Less Bad Debt/Contractuals @ 45%
	 $       (54,170.86)
	 $ (58,050.44)
	 $         (88,464.19)
	 $         (92,183.17)
	 $       (100,571.47)

	Net Operating Revenue
	 $       470,934.04 
	 $  504,661.15 
	 $         769,062.93 
	 $         801,393.79 
	 $         874,317.45 

	 Spillover Lab Revenue1
	 $         21,192.03 
	 $  22,709.75 
	 $           34,607.83 
	 $           36,062.72 
	 $           39,344.29 

	Less Incremental Direct Lab Expense @ 50%
	 $       (10,596.02)
	 $ (11,354.88)
	 $         (17,303.92)
	 $         (18,031.36)
	 $         (19,672.14)

	Spillover Specialty Department Revenue2
	 $       254,304.38 
	 $  272,517.02 
	 $         415,293.98 
	 $         432,752.65 
	 $         472,131.42 

	Less Incremental Specialty Dept Expense @ 50%
	 $    (127,152.19)
	 $ (136,258.51)
	 $       (207,646.99)
	 $       (216,376.32)
	 $       (236,065.71)

	Spillover Inpatient Revenue3
	 $       183,664.28 
	 $       196,817.85 
	 $         299,934.54 
	 $         312,543.58 
	 $         340,983.81 

	Less Incremental Direct Cost Per Discharge @ 45%
	 $       (82,648.92)
	 $       (88,568.03)
	 $       (134,970.54)
	 $       (140,644.61)
	 $       (153,442.71)

	Net Spillover Revenue
	 $       238,763.56 
	 $       255,863.20 
	 $         389,914.90 
	 $         406,306.65 
	 $         443,278.95 

	Total Revenue
	 $       709,697.60 
	 $       760,524.35 
	 $     1,158,977.83 
	 $     1,207,700.44 
	 $     1,317,596.40 

	Total Operating Expenses
	 $       709,697.60 
	 $       760,524.35 
	 $     1,158,977.83 
	 $     1,207,700.44 
	 $     1,317,596.40 

	Cumulative Net Income (Loss)
	$0.00
	$0.00
	$0.00
	$0.00
	$0.00

	




	
	
	
	
	



Appendix I (continued)
	
	
	
	
	
	

	
	Joslin Buy Breakeven Visits

	
	Year 1
	Year 2
	Year 3 
	Year 4
	Year 5

	Volume in Visits
	2271
	2422
	3479
	3621
	3856

	Avg Reimbursement/visit
	
	
	
	
	

	Medical
	 $               203.32 
	 $               203.32 
	 $                 207.39 
	 $                 207.39 
	 $                 211.54 

	Education
	 $                 60.48 
	 $                 60.48 
	 $                    61.68 
	 $                    61.68 
	 $                    62.92 

	Medical Revenue
	 $       461,753.05 
	 $       492,449.29 
	 $         721,440.86 
	 $         751,041.51 
	 $         815,582.28 

	Education Revenue
	 $       137,341.80 
	 $       146,471.95 
	 $         214,582.20 
	 $         223,386.49 
	 $         242,583.21 

	Less Bad Debt/Contractuals @ 45%
	 $       (61,803.81)
	 $       (65,912.38)
	 $         (96,561.99)
	 $       (100,523.92)
	 $       (109,162.45)

	Net Operating Revenue
	 $       537,291.04 
	 $       573,008.86 
	 $         839,461.07 
	 $         873,904.08 
	 $         949,003.05 

	 Spillover Lab Revenue1
	 $         24,178.10 
	 $         25,785.40 
	 $           37,775.75 
	 $           39,325.68 
	 $           42,705.14 

	Less Incremental Direct Lab Expense @ 50%
	 $       (12,089.05)
	 $       (12,892.70)
	 $         (18,887.87)
	 $         (19,662.84)
	 $         (21,352.57)

	Spillover Specialty Department Revenue2
	 $       290,137.16 
	 $       309,424.78 
	 $         453,308.98 
	 $         471,908.20 
	 $         512,461.65 

	Less Incremental Specialty Dept Expense @ 50%
	 $    (145,068.58)
	 $    (154,712.39)
	 $       (226,654.49)
	 $       (235,954.10)
	 $       (256,230.82)

	Spillover Inpatient Revenue3
	 $       209,543.51 
	 $       223,473.46 
	 $         327,389.82 
	 $         340,822.59 
	 $         370,111.19 

	Less Incremental Direct Cost Per Discharge @ 45%
	 $       (94,294.58)
	 $    (100,563.05)
	 $       (147,325.42)
	 $       (153,370.17)
	 $       (166,550.03)

	Net Spillover Revenue
	 $       272,406.56 
	 $       290,515.49 
	 $         425,606.76 
	 $         443,069.37 
	 $         481,144.54 

	Total Revenue
	 $       809,697.60 
	 $       863,524.35 
	 $     1,265,067.83 
	 $     1,316,973.44 
	 $     1,430,147.59 

	Total Operating Expenses
	 $       809,697.60 
	 $       863,524.35 
	 $     1,265,067.83 
	 $     1,316,973.44 
	 $     1,430,147.59 

	Cumulative Net Income (Loss)
	$0.00
	$0.00
	$0.00
	$0.00
	$0.00







[bookmark: _Toc245473220]Appendix J:  Payback, NPV, and IRR Analysis

	FINANCIAL MODEL

	PAYBACK, NPV, IRR, CM - DIABETES CENTER OF EXCELLENCE

	MID - ATLANTIC MEDICAL CENTER

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	Year
	0
	1
	2
	3
	4
	5

	"Build" Model
	Net Cash Flows
	$(537,652)
	$ (71,589)
	$ 151,059
	$ 243,321
	$ 194,598
	$212,574

	
	
	
	
	
	
	
	

	 
	Cumulative Cash Flows
	$(537,652)
	$(609,241)
	$(458,183)
	$(214,862)
	$ (20,264)
	$192,311

	
	
	
	
	
	
	
	

	Joslin "Buy" Model
	Net Cash Flows
	$(537,652)
	$(198,837)
	$   55,986
	$ 251,776
	$ 271,638
	$288,381

	
	
	
	
	
	
	
	

	 
	Cumulative Cash Flows
	$(537,652)
	$(736,489)
	$(680,504)
	$(428,727)
	$(157,089)
	$131,292

	
	
	
	
	
	
	
	

	
	Discount Rate
	4%
	
	
	
	
	

	
	Risk Adjustment Discount Rate1
	5%
	
	
	
	
	

	
	Payback Year
	NPV
	IRR
	
	
	
	

	"Build" Model
	4.1
	$   68,026
	8.3%
	
	
	
	

	Joslin "Buy" Model
	4.5
	$   15,974
	4.6%
	
	
	
	









Appendix J (continued)

Payback, NPV, and IRR Analysis Assumptions

1.  Assume that the Joslin “Buy” Model is less risky, especially as it applies to Implementation Risk due to the very close monitoring of the project by the Joslin Diabetes Center and the extensive experience they have with Joslin Affiliates Program.  Because the Joslin “Buy” Model is less risky, a risk-adjusted discount rate (RADR) of an additional 1% is applied to "Build" Model (Minimum discount rate and risk adjustment from Pitt County Memorial Hospital).

[bookmark: _Toc245473221][bookmark: _Toc245143478]Appendix K: Joslin Affiliated Programs Brochure   



[bookmark: _Toc245473222]Appendix L: White Paper Joslin Affliation 
[bookmark: _Toc245143479][bookmark: _Toc245143481]




[bookmark: _Toc245473223]Appendix M: Joslin Affiliates Implementation Manual Table of Contents
 (
Joslin Diabetes Center Affiliates Implementation Manual
Table of Contents
)


Tab 1 – Start Up
Affiliated Programs Staff List /Contact Information
Important Dates
Sample Agenda for First Implementation Visit
Start-up Materials Checklist
Joslin Affiliate Manuals
Vision Planning Worksheet  
Free materials Order Form and sample materials (wallet card, etc.)

Tab 2 – Implementation Checklists
Administrative / Marketing / Medical and Educational

Tab 3 – Marketing
Marketing Communication Essentials for New Joslin Affiliates
Preparing a Joslin Diabetes Center Affiliate Marketing Plan
Marketing and Operating Materials for Joslin Diabetes Center Affiliates
Minimum Criteria for a Joslin Publication and Style Guide
Creating a Joslin Presence
Evaluating Your Customer Service, Marketing and Referral Development Program
Sample Marketing Plans

Tab 4 – Data Reports and Continuous Quality Improvement
Monthly Report* (template, definitions, sample cumulative report)
Due 10th of each month after opening
Annual Visit and Quality Outcomes Program – Summary
Joslin Affiliate Minimum Standards (Annual Review)

Tab 5 – Operations
Outpatient Clinic Space Guidelines
[bookmark: OLE_LINK3]Financial Model
Billing Summary for DSMT and MNT

Tab 6 – Additional Resources
List of other Affiliate locations
Joslin Website 
“Where do I find?” worksheet of Joslin Resources
Approved for Use Materials List
Equipment List
Article:  “Quality Diabetes Self-Management Education”
Article: “Evaluation of Diabetes Management Software”
[bookmark: _Toc245143480][bookmark: _Toc245473224]Appendix N: Joslin Affiliate Manuals for Medical Affiliate





[bookmark: _Toc245473225]Appendix O: Joslin Standard Affiliate Agreement

AFFILIATED CENTERS PROGRAM
[bookmark: _DV_M129]AFFILIATE FRANCHISE AGREEMENT

[bookmark: _DV_M130][bookmark: _DV_C52][bookmark: _DV_M132][bookmark: _DV_M133][bookmark: _DV_M134]	This AGREEMENT is made this _____day of _________, 2009 (“Effective Date”), between Joslin Diabetes Center, Inc., a Massachusetts nonprofit corporation with its principal place of business at One Joslin Place, Boston, Massachusetts 02215 (“Joslin”) and ___________, an _____ corporation with its principal place of business at _________________ (“Hospital”).

[bookmark: _DV_M135]	WHEREAS Joslin has an international reputation as a leader in patient treatment, patient and professional education, and laboratory and clinical research concerning the disease diabetes mellitus (“diabetes”);

[bookmark: _DV_M136]	WHEREAS in order to expand the geographic areas in which services meeting Joslin’s standards are available, Joslin has developed an Affiliate Franchise Program (“the Program”) pursuant to which healthcare organizations can establish and operate under the name “Joslin Diabetes Center, Affiliate at ____,” subject to adherence to Joslin’s standards and policies, a center dedicated to providing comprehensive patient care and education for diabetes treatment;

[bookmark: _DV_M137]	WHEREAS, pursuant to the Program, Hospital desires to obtain the right to establish and operate such a diabetes treatment center under the name “Joslin Diabetes Center, Affiliate at ___________________;” and

[bookmark: _DV_M138]	WHEREAS Joslin is willing to grant Hospital such right on the following terms and conditions.

[bookmark: _DV_M139]	THEREFORE, in consideration of the premises and the mutual covenants contained herein, Joslin and Hospital (“the Parties” or each, a “Party”) agree as follows:

[bookmark: _DV_M140]SECTION 1.	 Definitions

[bookmark: _DV_M141]	1.1.	“Center” means the center for providing patient care and patient education for diabetes treatment, pursuant to this Agreement, owned and operated by Hospital, the facilities for such center being located at a Primary Site (as defined 1.10) and, at Hospital’s option, a Secondary Site (as defined in 1.13). 

[bookmark: _DV_M142][bookmark: _DV_M143]	1.2.	“Confidential Information” shall have the meaning set forth in Section 17.1.

[bookmark: _DV_M144]“Contract Year” shall have the meaning as set forth in Section 5.1(a) hereof.

“Event of Default” shall have the meaning as set forth in Section 15.1 hereof. 

[bookmark: _DV_M146]	1.5.	“Franchise Fee” shall have the meaning as set forth in Section 5.1 hereof.

[bookmark: _DV_M147][bookmark: _DV_M148]            1.6.	“Initial Term” means the initial five-year term of this Agreement as set forth in Section 4.1 hereof.

[bookmark: _DV_M149][bookmark: _DV_M150]	1.7.	“Licensed Marks” means the Joslin trademarks, service marks, trade names, logos and symbols that are the subject of the grant of rights under Section 3.1 hereof, as set forth in Schedule B attached hereto, as may be amended by Joslin from time to time, as provided in Section 3.12.

[bookmark: _DV_M151][bookmark: _DV_M152]	1.8.	“Manual” means Joslin’s Policies and Procedures Manual.

[bookmark: _DV_M153][bookmark: _DV_M154][bookmark: _DV_C58]	1.9.	“Marks” means the Joslin trademarks, service marks, trade names, logotypes, symbols and domain names (URLs), including the Licensed Marks, as set forth on Schedule A attached hereto, as may be amended by Joslin from time to time, as provided in Section 3.12.

[bookmark: _DV_M156][bookmark: _DV_C59][bookmark: _DV_M157]	1.10	“Primary Site” means the primary location in the Territory for the Center at a facility owned and operated by Hospital, as designated in Schedule F. 

[bookmark: _DV_M158][bookmark: _DV_M159]	1.11.	“Professional Staff” shall have the meaning as set forth in Section 7.1 hereof.

[bookmark: _DV_M160][bookmark: _DV_M161][bookmark: _DV_M162][bookmark: _DV_M163]	1.12. 	“Renewal Term” means any renewed five-year term of this Agreement as set forth in Section 4.2 hereof.

[bookmark: _DV_M164][bookmark: _DV_M165][bookmark: _DV_M166]	1.13.  	“Secondary Site” means a location in the Territory other than the Primary location at a facility owned and operated by Hospital.

[bookmark: _DV_M168][bookmark: _DV_M169]	1.14. 	“Terminating Party” shall have the meaning as set forth in Section 15.1 of this Agreement. 

[bookmark: _DV_M170][bookmark: _DV_M171]	1.15.   “Termination Date” shall have the meaning as set forth in Section 15.2 of this Agreement. 

[bookmark: _DV_M172][bookmark: _DV_M173]	1.16.	 “Territory” means the area shown on the map attached hereto as, or otherwise set forth in, Schedule C.

[bookmark: _DV_M174][bookmark: _DV_M175][bookmark: _DV_M176]SECTION 2.	 Grant of Franchise

[bookmark: _DV_M177][bookmark: _DV_M178][bookmark: _DV_M179]	2.1.	Franchise Grant.  Subject to the terms and conditions set forth herein, Joslin hereby grants Hospital an exclusive license to use and advertise the name “Joslin Diabetes Center, Affiliate at _______________” in the Territory and to use Joslin’s business methods and proprietary standards of operation, as set forth in the Manual, in connection with the establishment and operation of the Center at the Primary Site and, at Hospital’s option, at one Secondary Site, as set forth in Schedule F attached hereto.  

[bookmark: _DV_M181][bookmark: _DV_M182]	2.2	Secondary Site.  In the event that a Secondary Site has not heretofore been designated on Schedule F, and Hospital desires to establish one Secondary Site for the Center in the Territory, Hospital may do so without payment to Joslin of any additional fee, with Joslin’s prior written approval, which approval shall not be unreasonably withheld if such Secondary Site fully satisfies Joslin’s standards as to clinical standards, personnel and physical plant, in which case the parties shall execute a written amendment to Schedule F.  

[bookmark: _DV_M183][bookmark: _DV_M184]	2.3.	Change of Location.  In the event that Hospital desires to change the location of either the Primary Site or Secondary Site, Hospital may do so without payment to Joslin of any additional fee, with Joslin’s prior written approval, which approval shall not be withheld if in Joslin’s sole discretion such changed location fully satisfies Joslin’s standards as to clinical standards, personnel and physical plant, in which case the parties shall execute a written amendment to Schedule F.  In no event, however, shall Hospital be entitled to exercise the rights granted under Sections 2 and 3 hereof at any location or facility other than at the Primary Site and Secondary Site designated on Schedule F or an amended version of Schedule F.  

[bookmark: _DV_M185][bookmark: _DV_M186][bookmark: _DV_M187]SECTION 3.	 Use of Marks 

[bookmark: _DV_M188][bookmark: _DV_M189][bookmark: _DV_M190][bookmark: _DV_M191][bookmark: _DV_M192]	3.1.	Grant of Right to Use.  Joslin grants Hospital the non-exclusive, non-assignable, non-sublicensable right to use the Licensed Marks on the terms and conditions set forth herein.  Hospital may not use any of the Marks other than the Licensed Marks.

[bookmark: _DV_M193][bookmark: _DV_M194][bookmark: _DV_M195]	3.2.	No Registration of Marks or Use as Business Name by Hospital.  Hospital shall not file or cause to be filed any application in the United States Patent and Trademark Office, or in any state or foreign recordation office, for the registration of any of the Marks, or any mark or design confusingly similar thereto, whether or not such mark or design is identified in Schedules A or B of this Agreement, and Hospital further undertakes and agrees that it shall not use any of the Marks or any portion thereof as, or as part of, a trade name, fictitious name, or company or corporate name anywhere in the world.

[bookmark: _DV_M196][bookmark: _DV_M197]3.3.	Compliance with Graphic Standards.  Hospital shall use the Licensed Marks only in accordance with Joslin’s Graphic Standards Guidelines as these are provided to Hospital by Joslin.
[bookmark: _DV_M198][bookmark: _DV_M199]	3.4.	Territorial Restrictions On Use.  Hospital shall use the Licensed Marks only within the Territory, except that Hospital may use the Licensed Marks in advertisements for the Center placed in media whose distribution extends beyond the Territory if such distribution area also includes the Territory.

[bookmark: _DV_M200][bookmark: _DV_M201]	3.5.	Use In Connection With Center Only.  Hospital shall use the Licensed Marks only in connection with the establishment and operation of the Center pursuant to the Program and only as set forth in this Agreement.  Hospital shall have no right to permit others to use the Marks except as approved in writing by Joslin.  Hospital shall not operate any facility under or in connection with the Marks other than as provided in Section 2 hereof. 


3.67.  Use in Connection with Website.  Hospital may not use the Joslin name or Marks  in any website address (domain name [URL]) such that the website’s address, in Joslin’s sole judgment,  is or may be confused with any  website address registered or otherwise used by Joslin.

[bookmark: _DV_M202][bookmark: _DV_M203][bookmark: _DV_C68][bookmark: _DV_M204][bookmark: _DV_C69][bookmark: _DV_M205]	3.7.	Compliance with Quality Standards.  Hospital’s right to use the Licensed Marks is conditioned on Hospital:  (i) establishing and maintaining Joslin’s standards in the care of diabetes and related illnesses provided in writing to Hospital in advance of execution of this Agreement; (ii) complying with all of its covenants and obligations hereunder; and (iii) complying with the Program and Manual, in all material respects, each of which has been provided to Hospital for its review prior to execution of this Agreement.

[bookmark: _DV_M413]            3.8	Research Projects.  Center personnel may not conduct or participate in research activities using the name “Joslin” or any of the other Licensed Marks in association with such activities without the prior, written approval of Joslin.

[bookmark: _DV_M206][bookmark: _DV_M207]	3.9.	Other Restrictions on Use.  Hospital acknowledges that Hospital’s use of the Marks in any manner other than that expressly authorized and permitted by this Agreement, without Joslin’s prior written consent, is an infringement of Joslin’s exclusive right, title and interest in and to the Marks, and expressly covenants that during the Initial Term and any Renewal Terms hereof, and after the expiration or termination of this Agreement, Hospital shall not, directly or indirectly, commit an act of infringement or contest or aid in contesting the validity or ownership by Joslin of the Marks, or take any other action in derogation thereof.

[bookmark: _DV_M208][bookmark: _DV_M209]	3.10.	Goodwill.  Hospital acknowledges that valuable goodwill is attached to the Marks and that all goodwill associated with the Marks while operating the Center is the property of Joslin.  Hospital shall operate the Center and its other medical facilities at all times so as not to damage Joslin’s reputation or goodwill associated with the Marks.

[bookmark: _DV_M211][bookmark: _DV_M212][bookmark: _DV_M213]	3.11	No Sublicenses.  Hospital may not grant a sublicense to any third party of any of the rights granted to it under Sections 2 and 3 hereof.  

[bookmark: _DV_M214][bookmark: _DV_M215][bookmark: _DV_M216]	3.12	Change of Marks.  Joslin shall have the right, during the Initial Term or any Renewal Term, to amend, at its sole discretion and upon notice to Hospital, Schedule A and/or Schedule B.  In the event that Joslin elects to amend Schedule A and such amendment requires Hospital to cease using any existing Licensed Marks or commence using a Licensed Mark not formerly listed on Schedule B, Joslin agrees that Hospital shall have one (1) year from the date of notice to Hospital of such amendment to effect such change of use of any Licensed Mark.

	3.13  Approval Process for Use of Marks, In addition to the provisions set forth in this Section 3, Hospital will submit all intended uses of the Licensed Marks to Joslin for approval before use and distribution.  Such material should be sent to the address set forth in Exhibit G.  If Joslin believes that any of the foregoing quality control or design standards have been compromised at any point during the term of this Agreement, the Parties shall meet to discuss in good faith any changes to the related publications or the materials that may be appropriate or necessary under the circumstances to preserve the goodwill associated with the Licensed Marks.  Hospital shall promptly implement any such changes reasonably deemed by Joslin to be appropriate or necessary to preserve such goodwill.”


[bookmark: _DV_M218][bookmark: _DV_M219]SECTION 4.	 Term of Franchise and Renewals

[bookmark: _DV_M220][bookmark: _DV_M221][bookmark: _DV_M222]	4.1.	Term of Agreement.  The Initial Term shall commence on the Effective Date hereof and shall expire five (5) years after the Effective Date, unless terminated earlier as provided in Section 15 hereof.

[bookmark: _DV_M223][bookmark: _DV_M224][bookmark: _DV_M225]	4.2.	Renewal Terms.	

[bookmark: _DV_M226]		Conditions to Renewal. Upon the expiration of the Initial Term or any Renewal Term, this Agreement shall automatically renew for one additional five‑year Renewal Term unless either Party has given written notice to the other Party, not less than ninety (90) days prior to the expiration of the Initial Term or Renewal Term, as applicable, of its desire not to renew this Agreement. Either Party may, with such written notice, decline to renew for any reason.	

[bookmark: _DV_M251][bookmark: _DV_M252]SECTION 5.	 Franchise Fee and Other Expenses.

[bookmark: _DV_M253]Franchise Fees

[bookmark: _DV_M255][bookmark: _DV_M256]			(a)	First Five Contract Years.  Each successive 12-month period from the Effective Date hereof during the Initial Term or any Renewal Term of this Agreement shall be referred to as a “Contract Year.”  For the rights granted herein, Hospital shall pay to Joslin a Franchise Fee of at least $___A______, payable during the first five Contract Years as described below.

[bookmark: _DV_M257]	$100,000					During the first Contract Year
[bookmark: _DV_M258]	$100,000 + CPI-U	              		During the second Contract Year
[bookmark: _DV_M259]	Second Contract Year rate + CPI-U		During the third Contract Year
[bookmark: _DV_M260]	Third Contract Year rate + CPI-U		During the fourth Contract Year
[bookmark: _DV_M261]	Fourth Contract Year rate + CPI-U		During the fifth Contract Year.



The portion of the Franchise Fee payable each Contract Year shall be paid quarterly in advance with the first quarterly payment due within 30 days from the 
Effective date herein.   Starting at the beginning of the second Contract Year, the Franchise Fee for each Contract Year shall be at least $_____A______ per year plus an additional amount equal to the percentage increase, if any, for the previous twelve months in the Consumer Price Index for all Urban Consumers (CPI-U) Medical Care in the Boston, Massachusetts area, published by the Bureau of Labor Statistics of the U.S. Department of Labor, multiplied by $______A_____. The additional amount for the third Contract Year will equal the percentage increase, if any, for the previous twelve months in the Consumer Price Index for all Urban Consumers (CPI-U) Medical Care in the Boston, Massachusetts area, published by the Bureau of Labor Statistics of the U.S. Department of Labor, multiplied by the second Contract Year Franchise Fee.  The additional amounts for the fourth and fifth contract years will be calculated in a similar fashion to that described above for the second and third Contract Years.  
 
			(b)	Subsequent Contract Years.  The Franchise Fee for each Contract Year of a Renewal Term shall be at least the amount paid to Joslin in the fifth Contract Year as described in 5.1. (a) above plus an additional amount equal to the percentage increase, if any, for the twelve months immediately preceding the Renewal Term of the Agreement in the Consumer Price Index for all urban Consumers (CPI-U) in the Boston, Massachusetts area, published by the Bureau of Labor Statistics of the U.S. Department of Labor, multiplied by the fifth Contract Year rate.  The Franchise Fee for each Contract Year during any Renewal Term shall be calculated annually and shall be paid quarterly, in advance as set forth in Section 5.1(a).

[bookmark: _DV_M265][bookmark: _DV_M269][bookmark: _DV_M270]5.2.	Travel and Other Expenses.  Except for attendance at required orientation as described in the Manual, expenses for which are the responsibility of Hospital, Joslin shall bear all reasonable travel, living and out-of pocket expenses of Hospital for one Center Administrator and one Medical Director to attend Joslin’s Annual Meeting each year, for other Center professional staff to attend annual conferences as described in the Manual, as well as the expenses of Joslin employees incurred in connection with those on-going services Joslin provides as part of the Program under this Agreement, provided, however, that Hospital shall reimburse Joslin for all reasonable travel, living and out-of-pocket expenses of Joslin employees incurred in connection with any services that Hospital may request from Joslin beyond those on-going services Joslin provides as part of the Program under this Agreement.
[bookmark: _DV_M271][bookmark: _DV_M272][bookmark: _DV_M273][bookmark: _DV_M274][bookmark: _DV_M275][bookmark: _DV_M276]
[bookmark: _DV_M277][bookmark: _DV_M278][bookmark: _DV_M279][bookmark: _DV_C115][bookmark: _DV_M280]		Payments to Joslin under this Section 5.2 shall be made within 30 days after receiving Joslin’s written request for payment.  Upon request, Joslin will provide Hospital with reasonable evidence of amounts spent by Joslin employees on travel, living and other out-of-pocket expenses in connection with the provision of the services requested by Hospital.  Joslin employees traveling under this Section 5.2 shall travel on coach class airfare and stay in hotels of the “first class” (as such term is commonly used in the travel industry).

[bookmark: _DV_M281][bookmark: _DV_M282][bookmark: OLE_LINK5]	5.3.	Late Payment Fees.  Upon Hospital’s failure to pay any portion of the Franchise Fee or other amount due within 15 days after the date payment was originally due, Hospital shall pay Joslin a late payment fee equal to interest on the amount due accruing at (i) the rate of interest designated as the Prime Rate published by the Wall Street Journal on the original due date, plus two percentage points; or (ii) the maximum rate allowed under applicable law if such rate is lower than the rate set forth in subparagraph 5.3 (i) above.


[bookmark: _DV_M287][bookmark: _DV_M288]SECTION 6.	The Manual

[bookmark: _DV_M289][bookmark: _DV_M290]	6.1.	License to Use Manual; Hospital Compliance with the Manual.  Joslin has provided Hospital with a Policies and Procedures Manual  (“the Manual”) concerning aspects of the Program and the establishment and operation of the Center.  Hospital has had an opportunity to review the Manual and ask Joslin questions relating thereto.  The contents of the Manual are specifically incorporated into this Agreement and made a part hereof.  In the event of conflict between this Agreement and the Manual, the Agreement shall prevail.  Hospital recognizes that adherence to the Program principles contained in the Manual is important to ensure the quality and uniformity of the Program and agrees to comply with the Manual in all material respects. In addition to the Manual, there are other clinical and business operations manuals which, though not incorporated into this Agreement, are provided to Hospital as guides for the operation and maintenance of the Center.
[bookmark: _DV_M291]		

[bookmark: _DV_M292][bookmark: _DV_M293]	6.2.	Amendments to the Manual

[bookmark: _DV_M294][bookmark: _DV_M295][bookmark: _DV_M296][bookmark: _DV_M297][bookmark: _DV_M298]			(a)	Amendment Procedure.  Joslin may amend the Manual from time to time.  Joslin will provide Hospital with any amendments or updates to the Manual in a timely manner.  Hospital agrees to accept and conform to all reasonable amendments to the Manual and make all reasonable expenditures necessitated by the amendments within a reasonable period of time provided that: (i) the amendments do not require Hospital to expend amounts substantially in addition to that previously required under the Manual; and (ii) the amendments do not otherwise impose upon Hospital any materially greater obligations than those previously imposed upon it under the Manual.  If an amendment falls within a category described in clauses (i) or (ii) hereof and Joslin determines not to exercise its rights under Section 6.2(b), the amendment procedure pursuant to Section 25.1 hereof will apply.

[bookmark: _DV_M299][bookmark: _DV_M300]			(b)	Consequences of Hospital’s Refusal to Consent. The reasonable refusal by Hospital to consent to any amendment to the Manual requiring Hospital’s consent pursuant to Section 6.2(a) hereof shall not form the basis for termination of this Agreement pursuant to Section 15.1(i) hereof unless Joslin determines in good faith that such amendment is necessary to protect Joslin’s reputation or the goodwill associated with the Marks or to insure the quality and uniformity of the Program.

[bookmark: _DV_M301][bookmark: _DV_M302]	6.3.	Confidentiality of the Manual.  Hospital acknowledges that the Manual is and remains the exclusive property of Joslin and contains Confidential Information proprietary to Joslin to the extent provided in Section 17. 

[bookmark: _DV_M303][bookmark: _DV_M304][bookmark: _DV_M305]SECTION 7.	 Center Personnel

[bookmark: _DV_M306][bookmark: _DV_M307][bookmark: _DV_C126][bookmark: _DV_M308]	7.1.	Required Minimum Staffing.  Hospital agrees to provide at all times all personnel necessary to operate the Center at a level of operation meeting Joslin’s standards.  Hospital further agrees to provide the Center with the services of at least the minimum number of professional staff and support personnel as specified on Schedule D hereto.  For purposes of this Agreement, “Professional Staff” is defined to include the following positions: Center Administrator; Medical Director; Registered Nurse Educator; Registered Dietitian Educator; Psychosocial Counselor; and Exercise Specialist. “Support Staff” is defined to include the following positions:  Medical Assistant; Secretary; and Receptionist.

[bookmark: _DV_C128][bookmark: _DV_M309][bookmark: _DV_M310]	7.2   Personnel Recruitment and Employment.  

[bookmark: _DV_M311][bookmark: _DV_M312]		(a)	Center Administrator.	   Subject to Joslin’s approval, which approval shall not be unreasonably withheld, Hospital will provide a full-time or part-time Center Administrator for the Center to the extent necessary and appropriate for the operation of the Center.
  
[bookmark: _DV_M313][bookmark: _DV_M314][bookmark: _DV_M315]		(b) 	Medical Director.  The Medical Director will be the employee of the Hospital or an Independent Contractor of the Hospital.  Hospital agrees to allow Joslin to approve any physician prior to Hospital designating that person as Medical Director, such approval not to be unreasonably withheld. If necessary, Joslin and Hospital will work together to jointly recruit an Endocrinologist to serve as Medical Director of the Center.  All expenses associated with the recruitment effort will be the responsibility of Hospital.

[bookmark: _DV_M316][bookmark: _DV_M317][bookmark: _DV_M318][bookmark: _DV_M320]		 (c) Additional Center Staff.  All personnel hired to work at the Center will be employed by Hospital.  Upon Hospital’s written request, Joslin will at Hospital’s expense assist Hospital in recruiting other qualified current Hospital personnel and new personnel to work at the Center.  Hospital recognizes that the Joslin brand reflects certain high quality standards.  In order to meet these standards Joslin has developed objective, performance-based qualifications for the Professional Staff who will provide services in the Center.  Accordingly, during the term of this Agreement and any Renewal Term, Hospital agrees to staff the Center with Professional Staff who fully meet the qualifications defined by Joslin.  Hospital also agrees to notify Joslin and allow Joslin input in the selection of each person prior to Hospital designating that person as a member of the Professional Staff.  Hospital shall designate the initial Professional Staff a sufficient amount of time prior to the opening of the Center so as to permit the Professional Staff to attend the required Program training.
[bookmark: _DV_M321]	
[bookmark: _DV_M322]	7.3.	Subcontract for Professional Staff.  Except as set forth below, Hospital agrees to staff the Center with Professional Staff, all of whom are employees of Hospital.  Hospital may engage independent physicians or other professional staff, either on an individual basis or through independent physician groups, as subcontractors (“Subcontractors”), provided that Joslin approves in writing both (i) Hospital’s proposed choice of Subcontractor and (ii) the written agreement (“Subcontract”) between Hospital and Subcontractor.  The Subcontract shall provide, among other things, that Subcontractor agrees to comply with the terms of, and perform certain specified duties of Hospital as set forth in this Agreement.  Attached hereto as Schedule E is a form of Subcontract which is acceptable to Joslin.  Neither this Section 7.3, nor any Subcontract hereunder, shall release Hospital in any way from its obligations hereunder.

[bookmark: _DV_M323][bookmark: _DV_M324]SECTION 8.  Center Services  

Hospital agrees to offer the following at the Center:

[bookmark: _DV_M325]A minimum number of physicians, medical specialists and educators as specified on Schedule D;
[bookmark: _DV_M326]Outpatient space as specified in section 11.1 hereto;
[bookmark: _DV_M327]c) A comprehensive education program which meets the standards for American 
      Diabetes Association program recognition; and
[bookmark: _DV_M328][bookmark: _DV_M329]d)  Other medical services related to diabetes treatment that the Parties may mutually 
      agree to offer at the Center or that may be added to the Program from time to time.

[bookmark: _DV_M330][bookmark: _DV_M331]SECTION 9.	Center Personnel Training

[bookmark: _DV_M332][bookmark: _DV_M333][bookmark: _DV_M334][bookmark: _DV_M335]	9.1.	Mandatory Orientation.  As further described in the Manual, Joslin will provide the following mandatory orientation for Center personnel, and Hospital shall take all actions reasonably necessary to arrange for personnel to attend such mandatory orientation.  At least once each Contract Year, orientation will be held for Professional Staff who previously have not participated in the Joslin orientation program.  Such orientation will last a minimum of two days and a maximum of five days, depending on the training needs of each individual Professional Staff member as determined by Joslin after consultation with Hospital.

[bookmark: _DV_M337][bookmark: _DV_M341][bookmark: _DV_M342]	9.2.	Additional Training.  By mutual consent, the Parties may arrange for Joslin to provide additional training to Center personnel.  If the Parties agree that Joslin will provide training, Hospital shall compensate Joslin at rates mutually agreed upon by the Parties.

[bookmark: _DV_M343][bookmark: _DV_M344]	9.3.	Certification and Accreditation.  Appropriate members of the Professional Staff must obtain certification by the National Certification Board of Diabetes Educators within 12 months after beginning work at the Center.  Hospital shall use reasonable efforts to obtain and maintain American Diabetes Association education recognition and provider recognition for the Center.

[bookmark: _DV_M345][bookmark: _DV_M346]SECTION 10.	Conferences and Educational Materials

[bookmark: _DV_M347][bookmark: _DV_M348][bookmark: _DV_M349][bookmark: _DV_M350][bookmark: _DV_M351]	10.1.	Conferences Provided by Joslin.  As further specified in the Manual, Joslin will hold an Affiliated Centers Annual Meeting in Boston once every calendar year.  The Center Medical Director or his or her designee, and the Center Administrator from each Center must attend.  In addition, the Education Coordinator may be required to attend a yearly meeting. As provided in the Manual, Joslin shall bear all travel, living and out-of-pocket expenses (excluding salary or other compensation) that the Center Medical Director, the Center Administrator, and the Education Coordinator incur in attending the Affiliated Centers Annual Meeting.

[bookmark: _DV_M352][bookmark: _DV_M353][bookmark: _DV_M354]	10.2.	Education Materials for Center Personnel.  Joslin shall provide Hospital with a full set of its basic and updated copyrighted education materials, and hereby grants to Hospital the right to reproduce and distribute such education materials solely for the purpose of performing its education obligations hereunder.  Hospital agrees to use the materials provided by Joslin as part of the education program performed by Center personnel.  Hospital shall bear the cost of reproducing any education materials provided by Joslin for Hospital’s use.  Hospital may not use education materials not provided by Joslin without obtaining Joslin’s prior written approval, such approval not to be unreasonably withheld.  The basic educational materials described in this Section 10.2 do not include those copyrighted materials that Joslin makes available to the public for sale or resale; however, Joslin may, at its discretion, provide, at no charge, quantities of certain of these publications to Hospital for Hospital to distribute or sell to patients. 

[bookmark: _DV_M355][bookmark: _DV_M356]SECTION 11.  Operation of the Center

[bookmark: _DV_M357][bookmark: _DV_M358]	 The parties agree to the following provisions with respect to the operation of the Center by Hospital:
		
[bookmark: _DV_M359][bookmark: _DV_M360][bookmark: _DV_C139][bookmark: _DV_M361]		11.1.	Physical Facilities.  Hospital agrees to provide such minimum space and physical facilities as agreed and set forth in Schedule F hereto and as may be needed to operate the Center in compliance with the Program.  Any proposed change in the location or material change in the Center space or physical facilities must receive Joslin’s prior written approval, which will not be unreasonably withheld.

[bookmark: _DV_M362][bookmark: _DV_M363]		11.2.	Equipment Requirements.  Hospital shall make available to the Center the required medical equipment and all other equipment agreed upon between the parties as necessary or appropriate for a Center that provides medical care and education for patients with diabetes.  

[bookmark: _DV_M364][bookmark: _DV_M365][bookmark: _DV_M366][bookmark: _DV_C141][bookmark: _DV_M367][bookmark: _DV_M368][bookmark: _DV_M369]		11.3.	Patient Education Materials.    In addition to basic patient education materials provided to Hospital at no charge as described in Section 10.2, Joslin will sell to Hospital additional patient education materials listed in its catalog of publications, that Joslin makes available for sale to the Public, at a price at least twenty percent less than Joslin’s suggested resale price.  Hospital is required to use Joslin’s patient education materials.  Hospital acknowledges Joslin’s right to control the content of patient education materials as one way to maintain quality control over the use of the Marks on materials intended for the public.  Hospital may not sell patient materials relating to the Center or the Program not provided by or purchased from Joslin without first obtaining Joslin’s prior written approval, such approval not to be unreasonably withheld. Hospital may not distribute patient materials relating to the Center or the Program if such materials are obtained from another hospital, from a pharmaceutical, or from another diabetes-related entity that would be viewed as a competitor of Joslin, without first obtaining Joslin’s prior written approval, such approval not to be unreasonably withheld. 
[bookmark: _DV_M370]
[bookmark: _DV_M371][bookmark: _DV_M372][bookmark: OLE_LINK4]	11.4.	Compliance with Program.  Joslin will periodically evaluate operations on site at each Center to monitor compliance with the Program.  Hospital shall make all Center personnel, operations, facilities and books and records available for access to and inspection by Joslin as requested from time to time.  Subject to applicable laws involving the confidentiality of patient records, Hospital shall provide access to all patient records and any other information requested by Joslin concerning the identity of patients and physicians using the Center.  In the event Joslin observes deficiencies in Hospital’s management and/or implementation of the Program, Joslin shall so notify Hospital and propose corrective action in writing.  If Hospital disagrees with any aspect of Joslin’s proposal, Hospital shall promptly notify Joslin in writing and the parties shall in good faith discuss the action to be taken.  In the event that Joslin determines, notwithstanding such discussions, that Hospital is still not in compliance with the Program, Joslin may require Hospital to take such further action as necessary to assure such compliance and, if Hospital does not agree to take such action, this Agreement may be immediately terminated by Joslin.

[bookmark: _DV_M374][bookmark: _DV_M375][bookmark: _DV_M376][bookmark: _DV_C145][bookmark: _DV_M377]11.5	Operations Advice.  Joslin will be available to provide reasonable amounts of advice regarding management and operation of the Center.  If Hospital requests Joslin to provide continuing management or operational services or advice beyond those services specified in this Agreement, Hospital shall compensate Joslin therefore at a rate agreed upon in advance by both parties.  Hospital acknowledges that Joslin shall have no responsibility or liability with respect to any aspect of the management or financial operation of the Center, beyond the express duties set forth in this Agreement. 

[bookmark: _DV_M378][bookmark: _DV_M379][bookmark: _DV_M380]	11.6	 Access to Staff.   Subject to Section 5.2 hereof, staff members from Joslin’s Boston offices may visit Hospital during each Contract Year during the Initial Term and Renewal Terms of this Agreement to consult with the Center Professional Staff and serve as a liaison between the Center and Joslin.  Hospital shall make senior management and clinical staff available to Joslin staff members during each such visit.

[bookmark: _DV_M381][bookmark: _DV_M382][bookmark: _DV_C146][bookmark: _DV_C147][bookmark: _DV_M383]	11.7.	Access to Books to Obtain Government Reimbursement.  Upon the written request of the Secretary of Health and Human Services or the Controller General or any of their duly authorized representatives, Joslin will make available those contracts, books, documents and records necessary to verify the nature and extent of the cost of providing the program.  Such inspection shall be available up to four (4) years after the rendering of such services.  If Joslin carries out any of the duties of this Agreement through a subcontract with a value of $10,000 or more over a 12 month period with related individuals or organizations, Joslin agrees to include this requirement in any such subcontract.  No attorney‑-client, client, or other legal privilege will be deemed to have been waived by the Hospital or Joslin by virtue of this Agreement.

[bookmark: _DV_M384][bookmark: _DV_M385][bookmark: _DV_M386]	11.8.	Hours of Operation.  	In the event that Hospital desires to terminate the operation of, or substantially reduce the hours of operation of, the Primary Site or Secondary Site, Hospital (i) shall provide written notice thereof to Joslin no fewer than sixty (60) days prior to such termination or reduction, (ii) shall ensure that adequate measures are taken by Hospital to minimize the effect of such termination or reduction on patient care, both during and after the date such termination or reduction occurs, and (iii) shall provide to Joslin a detailed plan describing such measures.

[bookmark: _DV_M387][bookmark: _DV_M388]SECTION 12.  Duties of Hospital

[bookmark: _DV_M389][bookmark: _DV_M390][bookmark: _DV_M391]	As specified in the Manual, Hospital agrees to the following:

[bookmark: _DV_M394]	12.1.  Maintain Insurance.  Hospital shall maintain for itself and, where appropriate, for individuals providing services to Hospital, professional liability, general liability, property and casualty insurance covering the operation of the Center in such kind and in such minimum amounts as are set forth on Schedule G hereto. Joslin shall be named as an additional insured on Hospital’s insurance policies solely for purposes of the services provided pursuant to this Agreement, and Hospital will provide Joslin with a Certificate or Certificates of Insurance verifying compliance with Section 12.1. Said policies shall specify that the insurance company shall notify Joslin thirty (30) days in advance in the event that such insurance is canceled or modified. The minimum amounts of insurance coverage required under this Section 12.1 shall not be construed to create a limit of Hospital’s liability with respect to its indemnification under Section 18 of this Agreement.



[bookmark: _DV_M395][bookmark: _DV_M396]	12.2.	Provide Financial, Clinical and Other Information

[bookmark: _DV_M397][bookmark: _DV_M398][bookmark: _DV_M399]		(a)	Operational Reports.  Hospital agrees to submit to Joslin monthly and quarterly reports as described in the Manual and in the form set forth in the Manual.

		(b) Joslin Affiliate Reporting System (JARS) Reports.  Hospital agrees to submit initial and monthly clinical, financial and operational data for JARS as described in the Manual and in the form set forth in the Manual.

		(c) Annual Financial Statements.  As soon as available, but no later than 60 days after the close of each fiscal year of the Hospital, Hospital shall submit to Joslin unaudited financial statements as of the end of the fiscal year for the Center.  As soon as available, Hospital shall submit to Joslin audited financial statements as of the end of the fiscal year for the Center.

[bookmark: _DV_M402]		(d) Clinical Information. Hospital agrees to provide clinical information concerning diabetes care at the Hospital as Joslin may reasonably request from time to time.

[bookmark: _DV_M403][bookmark: _DV_M405][bookmark: _DV_M406][bookmark: _DV_M407]		(e)	Additional Information.  Hospital agrees to provide such other clinical and financial information concerning the Center as Joslin may reasonably request from time to time.

[bookmark: _DV_M408][bookmark: _DV_M409][bookmark: _DV_M410][bookmark: _DV_M411]		(f)	Confidentiality.  Joslin agrees to treat any information received pursuant to this Section 12.2 as Confidential Information to the extent provided in Section 17.

[bookmark: _DV_M412]	
[bookmark: _DV_M414][bookmark: _DV_M415][bookmark: _DV_C160]	12.3.	Provide Quality Care.  Hospital shall use its best efforts to ensure the quality of patient care at the Center and in the care of people with diabetes being treated in other areas of the Hospital.  Hospital agrees to take all actions reasonably necessary to cause Center personnel to comply with all professional and administrative standards and procedures required or recommended by Joslin, including such standards as are set forth in the Manual. 

[bookmark: _DV_M417][bookmark: _DV_M418][bookmark: _DV_M419]	12.4.	Referrals.  Joslin shall not be responsible for advising with respect to any particular referral, for monitoring referrals, or for providing training or other educational services for such specialists.
[bookmark: _DV_C161]	
[bookmark: _DV_M420][bookmark: _DV_M421]SECTION 13.  Marketing and Public Relations

[bookmark: _DV_M422][bookmark: _DV_M423][bookmark: _DV_M424]	13.1.	Annual Marketing Plan.  Prior to the commencement of each Contract Year, Hospital agrees to adopt a Center marketing plan designed to enhance Center name recognition and increase patient access to services.  The marketing plan must include information regarding planned use of public relations, advertising and marketing, and a budget to implement the plan.  Hospital agrees to use its best efforts to implement the marketing plan approved for each Contract Year.

[bookmark: _DV_M425][bookmark: _DV_M426][bookmark: _DV_M427]	13.2.	Assist in Developing Marketing Plan.  Joslin will consult with Hospital and help develop the marketing plan, including suggesting publicity opportunities, effective ways to market patient services, and other advice.  Hospital shall write the marketing plan, and subject to Section 5.2 hereof, Hospital shall bear all expenses incurred in connection with developing and writing the marketing plan.

[bookmark: _DV_M428][bookmark: _DV_M429]	13.3.	Revision of Marketing Plan.  Hospital shall annually revise the Center marketing plan and submit it to Joslin for its written approval, such approval not to be unreasonably withheld.  Hospital agrees to comply in all material respects with the marketing plans approved by Joslin.

[bookmark: _DV_M430][bookmark: _DV_M431][bookmark: _DV_C177][bookmark: _DV_M432]	13.4.	Advertising Materials. Hospital may develop and use its own advertisements and promotional materials relating to the Center or the Program only in accordance with Section 3 hereof, subject to Joslin’s prior written approval, such approval not to be unreasonably withheld.  Joslin shall approve or reject Hospital’s proposed advertisements or promotional materials within 15 days after receiving said proposed advertisements or materials.  Hospital may not use the name or likeness of any public figure in its center advertising, marketing, public relations or promotional efforts, without obtaining Joslin’s prior written approval, which shall not be unreasonably withheld.

[bookmark: _DV_M433][bookmark: _DV_M434]	13.5.	Marketing and Public Relations Expenditures.  During the first Contract Year hereof, Hospital agrees to spend a minimum of $20,000 for Center marketing, public relations and in execution of the approved marketing plan.  The Parties shall mutually agree upon a marketing plan budget for each succeeding Contract Year at the time Hospital submits the Center marketing plan for Joslin’s approval.  Each marketing plan budget will be determined based upon results of marketing and public relations efforts obtained in preceding years and operating expectations for the upcoming year, but in no event shall the marketing and public relations expenditure in any Contract Year fall below $20,000, unless otherwise agreed in writing by Joslin prior to the start of the Contract Year.  

[bookmark: _DV_M435][bookmark: _DV_M436]SECTION 14.  Limitation on Participation in Other Programs

[bookmark: _DV_M437][bookmark: _DV_M438][bookmark: _DV_M439][bookmark: _DV_C180][bookmark: _DV_M440]	14.1.	Noncompetition.  Hospital agrees that, during the Initial Term of this Agreement and any Renewal Terms thereof, Hospital will not directly or indirectly engage in, become financially interested in, or become associated with any person or entity operating a different diabetes treatment facility, or any institutional provider of diabetic services, which would, in Joslin’s reasonable judgment, be in competition with the Program, without obtaining Joslin’s prior written consent.  		
	
	14.2.	Exclusivity of Territory.  During the Initial Term of this Agreement and any Renewal Terms thereof, Joslin will not enter into any Agreement with any hospital or practice group to open or operate a physical facility which is a medical center for the treatment of diabetes or a diabetes educational center within the Territory under the Marks. For the purpose of this Section 14.2, a medical center for the treatment of diabetes shall mean a physical facility for the treatment of diabetes which has a staff comprised of a physician who provides medical care for diabetes, and nurse and nutrition educators. Nothing herein shall preclude Joslin from operating or licensing other types of commercial or government funded programs in the Territory in varied formats that fulfill Joslin’s mission and extend the Joslin brand.  Joslin shall exert its best efforts to support the participation of Hospital in such programs whenever appropriate. 

[bookmark: _DV_M442][bookmark: _DV_M443]SECTION 15.  Termination of Franchise

[bookmark: _DV_M444][bookmark: _DV_M445][bookmark: _DV_M446][bookmark: _DV_M447][bookmark: _DV_C182][bookmark: _DV_M448]	15.1.	Events of Default.  Either Party may terminate this Agreement immediately upon the occurrence of any one of the following events (an “Event of Default”):  (a) failure by the other Party to pay amounts due within 30 days after the date payment originally was due; (b) the breach by the other Party of any of the other provisions of this Agreement, provided any such curable breach is not remedied within 30 days after the Party receives written notice of the breach; (c) failure by the other Party to comply with any material federal or state law applicable to the Program or the Center, and failure to take reasonable action to comply within 30 days after the Party learns or should have learned of its noncompliance; (d) indictment of the other Party of a felony, or final judgment against the other Party in a civil suit, which, in the opinion of the terminating Party, impairs the reputation or goodwill of the Marks, Program or the Center; (e) bankruptcy, insolvency, receivership, or closing of the other Party or (f) exclusion, suspension, debarment or other ineligibility to participate in federal or state funded health programs.  The right to terminate hereunder is in addition to and not in lieu of any other rights and remedies available to the party terminating this Agreement (the “Terminating Party”).

[bookmark: _DV_M449][bookmark: _DV_M450][bookmark: _DV_M451]	15.2.	Notice of Termination.  Upon the occurrence of an Event of Default, if a Party chooses to exercise its right to terminate, the terminating Party shall send to the other Party written notice terminating this Agreement.  This Agreement will be deemed terminated as of the date upon which such notice is received (“the Termination Date”).

[bookmark: _DV_M452]	1
[bookmark: _DV_M453][bookmark: _DV_C183][bookmark: _DV_M455]5.3	Termination Fee.  If, after an Event of Default by Hospital, Joslin terminates this Agreement, Hospital agrees to pay Joslin $100,000 or the remaining unpaid portion of the Franchise Fee under Section 5.1 hereof, whichever is greater (the “Termination Fee”).  Hospital agrees to pay the Termination Fee within 10 days of receiving notice from Joslin that the Termination Fee is due. Notwithstanding the above, nothing contained herein shall be construed to limit or restrict any claim for damages that Joslin shall have against Hospital in the event of an Event of Default as described in Paragraph 15.1.
	
[bookmark: _DV_M457][bookmark: _DV_M458]SECTION 16.  Obligation Upon Expiration or Termination of Agreement

[bookmark: _DV_M459][bookmark: _DV_M460]	Hospital agrees that, upon the expiration or termination of this Agreement, it will comply with all relevant provisions in the Manual and:

[bookmark: _DV_M461]Immediately cease using the Marks in any manner.  Joslin will notify Hospital whether Hospital should dispose of or return to Joslin all items bearing any of the Marks.  Hospital agrees to comply, at its expense, within 15 days after receiving said notice;

[bookmark: _DV_M462]Immediately cease using and return to Joslin, at Hospital’s expense, the Manual and anything else in Hospital’s possession owned by Joslin and related to the Program or the Center; and

[bookmark: _DV_M463]Pay all amounts due within 7 days after the expiration or termination of the Agreement.

[bookmark: _DV_M464][bookmark: _DV_M465]SECTION 17.  Use of Confidential Information
[bookmark: _DV_M466][bookmark: _DV_M467]
17.1.	Confidential Information. “Confidential Information” will include all information in tangible or intangible form that is marked or designated as confidential or that, under the circumstances of its disclosure, should be considered confidential. Confidential Information, subject to the provisions of Paragraph 17.2, means all data, knowledge, information and materials of any kind whether transmitted in writing, orally, electronically, or otherwise,  that is disclosed by one party (the “Disclosing Party”) to the other party (the “Receiving Party”) which relates to a Disclosing Party’s business or the Relationship, including without limitation business, financial and technical materials, strategies, information and data including patient and customer lists, trade secrets,  technical information including computer source code and object code, hardware and software designs and specifications, schematics, functionality specifications, engineering details and reports, flow charts, logic diagrams, processes, drawings, specifications, programs, models, modules, financial information and projections, formulae, data, know-how, developments, designs, improvements, and software programs or information which although not directly related to the Relationship, is nevertheless disclosed as a result of or in connection with the Parties’ discussions of the Relationship.

17.2  Protection of Confidential Information. The Receiving Party shall use the Disclosing Party’s Confidential Information only for the purpose of evaluating the Relationship and for the purposes of the ongoing Relationship, and shall protect such Confidential Information from disclosure to third Parties, using the same degree of care used to protect its own proprietary information of like importance, but in any case using no less than a reasonable degree of care.  The Receiving Party may disclose the Disclosing Party’s Confidential Information to its officers, directors, employees, agents, advisors and consultants (“Representatives”) in each case if such Representatives have a need to know, and providing such Representatives (i) use the Confidential Information for the purposes of the Relationship only, and (ii) are bound to protect the Confidential Information as required hereunder.  The Parties shall each be responsible for any breach of the terms of this Agreement by them or their respective Representatives and agree, at their sole expense, to take all reasonable measures (including but not limited to court proceedings) to restrain their respective Representatives from prohibited or unauthorized disclosure or use of the Confidential Information. 

	17.3  Exceptions. The restrictions of this Agreement on use and disclosure of Confidential Information shall not apply to information:

(a)	if the Receiving Party can demonstrate it is in the possession or control of 
            such Confidential Information at the time of its disclosure hereunder;

(b)	that is or becomes publicly known, through no wrongful act of the Receiving
            Party;

(c)	if the Receiving Party can demonstrate the Confidential Information was received
            by such Party from a third party free to disclose it without obligation (whether
            contractual, legal, fiduciary or otherwise) to the Disclosing Party;

(d)  if the Receiving Party can demonstrate the information was developed
            independently by such Receiving Party without reference to the Confidential
            Information
[bookmark: _DV_M480]	
[bookmark: _DV_M481]17.4	Return of Confidential Information. Upon the expiration or termination of this Agreement, the Receiving Party shall return to the Disclosing Party all originals, copies, and summaries of documents, materials, and other tangible manifestations of Confidential Information in the possession or control of the Receiving Party.  The obligations set forth in this Agreement shall remain in effect after such expiration or termination by either party.

17.5  Protected Health Information; Health Insurance Portability and Accountability Act (HIPAA).  Hospital and Joslin have executed a Business Associate Agreement as required by HIPAA. This Business Associate Agreement is attached hereto and made a part hereof.
[bookmark: _DV_M482]
SECTION 18.  Indemnification

	Hospital hereby agrees to indemnify and hold harmless Joslin and its trustees, officers, employees, contractors and agents against:  (a) the claims of any person or entity arising out of (i) any condition of the Center, or the building or facility in which the Center is located, or the construction, use, occupancy or management thereof; (ii) any accident, injury or damage to any patient, or other person or entity occurring in or about the Center; (iii) any breach, violation, or noncompliance by Hospital of or with the terms of  this Agreement; (iv) any act or omission of Hospital or any of Hospital or Center’s agents, contractors, servants, employees, suppliers, vendors or licensees; and (v) the operation or establishment of the Center under the Program; and (b) all costs, counsel fees, expenses or liabilities reasonably incurred in connection with any such claim or any action or proceeding, whether in tort, contract, the product of an alleged statutory obligation or violation or otherwise, brought thereon.  Such indemnification shall specifically include indemnification against the claims of any person or entity arising out of the acts or omissions of any third party arising out of such third party’s agreement, if any, with Hospital entered into pursuant to Section 7.3 hereof.  The foregoing obligations shall exclude indemnification to the extent that any claims are conclusively shown to be based solely and exclusively on the or willful acts or omissions of Joslin or its trustees, officers, employees or agents.  Hospital assumes full legal and financial responsibility for any and all medical care and treatment and other services delivered to patients by Hospital, its Medical Staff, or its contractors, under the Program and this indemnity extends to any claims arising out of, related to, or stemming from the assumption of that responsibility.  


[bookmark: _DV_M484]SECTION 19. Hiring Restriction

[bookmark: _DV_M485][bookmark: _DV_M486]	During the Initial Term and any Renewal Term, each Party agrees not to hire any person who, during said Initial Term or Renewal Term, is or was an employee of the other Party, without first obtaining the prior written approval of the other Party, which approval shall not be unreasonably withheld.

[bookmark: _DV_M487][bookmark: _DV_C196][bookmark: _DV_M488][bookmark: _DV_M489]SECTION 20.  Separate Entities.

[bookmark: _DV_M490][bookmark: _DV_M491]	The Parties acknowledge that they are separate legal entities and are not partners, joint venturers, joint employers or agents of each other in any sense whatsoever.  Nothing contained herein shall be construed to mean that the Parties are partners, joint venturers, joint employers or agents of each other.  Neither Party has the right to bind or make commitments for the other party.  Neither Party shall be liable for any obligations or duties of the other Party.

[bookmark: _DV_M492][bookmark: _DV_M493][bookmark: _DV_M494]SECTION 21.  Successors and Assigns.

[bookmark: _DV_M495][bookmark: _DV_M496][bookmark: _DV_M497][bookmark: _DV_M498]	This Agreement shall be binding upon and inure to the benefit of the Parties hereto and their respective successors and assigns.  No other person or entity shall acquire or have any right under or by virtue of this Agreement.  Notwithstanding the foregoing, the rights and obligations of Hospital hereto may not be assigned or transferred without the prior written consent of Joslin.  Joslin may require Hospital and its proposed assignee or transferee to meet or comply with such conditions as Joslin may deem reasonable, including, but not limited to, those set forth in the Manual before approving said assignment or transfer.  .For the purposes of this Section 22, if Hospital shall merge or consolidate, sell, lease, transfer or otherwise dispose of all or a substantial part of its assets, such event shall be deemed an assignment or transfer requiring the prior written consent of Joslin. Hospital will provide Joslin with 120 days’ notice of its intent to merge, consolidate, sell or otherwise dispose of all or a substantial part of its assets.  If Joslin determines that such merger, consolidation, sale or disposition of assets is not in Joslin’s best interest and withholds consent, Joslin may terminate the Agreement and will be entitled to the Termination Fee as described in Paragraph 15.3.

[bookmark: _DV_M499][bookmark: _DV_M500][bookmark: _DV_M501]SECTION 22.  Compliance with Applicable Laws

[bookmark: _DV_M502][bookmark: _DV_C208][bookmark: _DV_M505][bookmark: _DV_M506]	Hospital agrees to comply with all applicable laws at all times during the Initial Term and any Renewal Terms.  Hospital shall promptly notify Joslin of any governmental action which may materially and adversely affect the establishment or operation of the Center or the financial condition of Hospital.

[bookmark: _DV_M507][bookmark: _DV_C212][bookmark: _DV_M508][bookmark: _DV_M509]SECTION 23.  Injunctive Relief and Attorneys Fees.

[bookmark: _DV_M510]	Hospital agrees that its failure to comply with any of the material terms of this Agreement could cause irreparable damage to Joslin and to some or all of the other franchisees.  Hospital agrees that upon Hospital’s breach of a material provision of this Agreement or the Manual, Joslin shall have the right to secure an order enjoining any such breach or default.  This provision shall specifically survive expiration or termination of this Agreement.  Hospital shall be liable for all attorney’s fees and court costs that may result from any action by Joslin to secure such relief or as may be incurrec in order to obtain any rights of indemnity as set forth in section 19 above..

[bookmark: _DV_C224][bookmark: _DV_M517][bookmark: _DV_M518]SECTION 24.  Miscellaneous Provisions.

[bookmark: _DV_M519][bookmark: _DV_M520][bookmark: _DV_M521]	24.1	Amendment.  With the exception of amendments to the Manual by Joslin as provided in Section 6.2, this Agreement may be amended or modified only in writing and with the written consent of the Parties thereto.

[bookmark: _DV_M522][bookmark: _DV_M523][bookmark: _DV_M524]	24.2.	Severability of Provisions.  Should any provision of this Agreement be declared invalid or unenforceable by any court of competent jurisdiction, all other provisions shall remain in full force and effect and no provision shall be deemed dependent upon any other provision unless so specified.

[bookmark: _DV_M525][bookmark: _DV_M526][bookmark: _DV_M527]	24.3.	Survival of Covenants.  The Parties agree to comply with all provisions and covenants of this Agreement which by their terms are intended to survive the expiration or termination of this Agreement.

[bookmark: _DV_M528][bookmark: _DV_M529][bookmark: _DV_M530]	24.4.	No Waiver.  No failure or delay in exercising any right under this Agreement shall operate as a waiver thereof.  A failure or delay in exercising a right hereof shall not affect or impair the rights of the Party with respect to any further exercise of any rights hereunder.

[bookmark: _DV_M531][bookmark: _DV_M532][bookmark: _DV_M533]	24.5.	Notices.  Unless specified otherwise in this Agreement, any notices required under this Agreement shall be sent in writing by certified or registered mail to the individuals and addresses set forth on Schedule H or such other recipients or addresses specified by notice hereunder.

[bookmark: _DV_M534][bookmark: _DV_M535][bookmark: _DV_M536]	24.6.	Complete Agreement.  This Agreement together with the Manual and the Business Associate Agreement that is attached hereto contain the complete understanding of the Parties and no other representation, inducements, promises, agreements, arrangements, or undertakings, whether oral or written, express or implied, shall have any force or effect.  This Agreement supersedes all prior agreements between the Parties regarding the subject matter hereof.

[bookmark: _DV_M537][bookmark: _DV_M538][bookmark: _DV_M539]	24.7.	Headings.  The headings in this Agreement are for convenience only and shall not affect the construction hereof.

[bookmark: _DV_M540][bookmark: _DV_M541][bookmark: _DV_M542]	24.8.	Counterparts.  This Agreement may be executed in several counterparts, each of which shall be deemed an original.

[bookmark: _DV_M543][bookmark: _DV_M544][bookmark: _DV_M545][bookmark: _DV_M546]	24.9.  Governing Law: Disputes.  This Agreement shall be governed by and interpreted in accordance with the laws of the Commonwealth of Massachusetts. Any disputes between the parties with respect to the making, implementation, or enforcement of this Agreement, or their relationship, shall be resolved in Boston, Massachusetts. 

[bookmark: _DV_M548][bookmark: _DV_M550]	24.10   Schedules.  All schedules to this Agreement are incorporated into this Agreement and the Program.

[bookmark: _DV_M551][bookmark: _DV_M553]SECTION 25. Further Representations

[bookmark: _DV_M554][bookmark: _DV_M555]	Hospital hereby represents to Joslin that either Hospital or one of its current executive officers or directors have  been in the same type of business as is to be conducted hereunder for at least two years, and that, as of the date hereof, Hospital anticipates that its dollar volume of charges arising from the Center will represent no more than 20% of Hospital’s total charges in dollar volume.
[bookmark: _DV_C251][bookmark: _DV_M556]
	IN WITNESS WHEREOF, the Parties have caused this Agreement to be executed by their duly authorized representatives, effective as of the date first above written, notwithstanding actual execution at a later date.

[bookmark: _DV_M557]							
JOSLIN DIABETES CENTER, INC.		[HOSPITAL]
				 
By: ____________________________		By: __________________________

Title:	_________________________		Title: _________________________

Date:	_________________________		Date: _________________________









Schedule A

[bookmark: _DV_M563]Marks Owned by Joslin


	J
	Joslin
	Joslin Center for Diabetes
	Joslin Diabetes Center
	Joslin Diabetes Clinic
	Joslin Clinic
	J and any combination of the foregoing
	Joslin.org



[bookmark: _DV_M564]Schedule B

[bookmark: _DV_M566]

Licensed Marks 

[bookmark: _DV_M567]	
[bookmark: _DV_M575]
“J” and Joslin Diabetes Center, Affiliate at _.”



Schedule C


[bookmark: _DV_M576]The Territory

Schedule D

[bookmark: _DV_M578]Professional Staff Minimum Requirements

[bookmark: _DV_M579]Joslin will work with Hospital to establish a staffing model that will assure high quality care for patients with diabetes and that will be phased-in appropriately to assure efficiency in operations.  The following is a list of the typical minimum staffing requirements for a fully operational Joslin Diabetes Center. 

[bookmark: _DV_M581]MEDICAL COMPONENT

[bookmark: _DV_M582]	Physician Component Consisting of:
[bookmark: _DV_M583]		•	Medical Director, plus  
[bookmark: _DV_M584]		•	One or more staff physicians, if needed 

[bookmark: _DV_M585]	Required:
[bookmark: _DV_M586]		•	Board certification in Internal Medicine 

[bookmark: _DV_M587]	Desired:
[bookmark: _DV_M588]		•	Board certification in Endocrinology and Metabolism
[bookmark: _DV_M589]		•	Additional training in Diabetes and/or Endocrinology 

[bookmark: _DV_M590]EDUCATION COMPONENT

[bookmark: _DV_M591]	Outpatient Program

[bookmark: _DV_M592]		Nurse Educator, CDE
[bookmark: _DV_M593]		Registered Dietitian, CDE
[bookmark: _DV_M594]		Access to Psychosocial Counselor and Exercise Specialist
[bookmark: _DV_M595]		Education Coordinator must be designated
[bookmark: _DV_M596]		Other Center staff as agreed with Medical Component

[bookmark: _DV_M597]	Administration and Center Operations

[bookmark: _DV_M598]		Center Administrator (full or part time, as needed)
[bookmark: _DV_M599]		Secretarial Services
[bookmark: _DV_M600]		As needed:  Medical Assistants, Receptionists, Billing, Office Manager
[bookmark: _DV_M601]

Schedule E

[bookmark: _DV_M602]Form of Subcontract


[bookmark: _DV_M603]{Physician or Physician Group}
[bookmark: _DV_M604]{Address}

[bookmark: _DV_M605]	Re:	Joslin Affiliated Center Subcontract

[bookmark: _DV_M606]Dear ____________________:

[bookmark: _DV_M607]	This letter will formalize the agreement between you {or, if a physician group, the name of that entity} (“Subcontractor”, or “you”) and {Name of Hospital} (the “Hospital”) with respect to the Joslin Diabetes Center, Affiliate at ______ (“Center”).

[bookmark: _DV_M608]	The Hospital operates the Center pursuant to an Affiliated Centers Program Franchise Agreement dated _______________, 20__ (the “Agreement”) between it and Joslin Diabetes Center, Inc., of Boston.  You are being engaged pursuant to the same Agreement as an independent subcontractor physician {group} to provide services on behalf of the Center.  It is therefore important that you expressly acknowledge that you will be subject to, and will use all reasonable efforts to cause {all members and employees of your group and} other employees and Subcontractors of the Center to abide by, all of the applicable terms and conditions of the Agreement and of the manual issued thereunder (the “Manual”) as such Manual may be revised from time to time.  Attached hereto for your review is a copy of the Agreement:

[bookmark: _DV_M609]	By signing this letter agreement, you acknowledge that you have read and understood the Agreement and the Manual, and agree to be bound by and to act at all times in accordance with them as set forth above.

[bookmark: _DV_M610]	{In consideration for your services hereunder, the Hospital will compensate you as follows:  	
[bookmark: _DV_M611]Patients will be billed for your services hereunder by {you/the Hospital} as follows:  	
[bookmark: _DV_M612]	.}

[bookmark: _DV_M613]	The term of this letter agreement shall commence on the date of your execution thereof, and shall expire on _______________, 20__, unless earlier terminated by either party as provided below.  This letter agreement may be terminated by the Hospital if you fail to comply with any material provision of the Agreement, and shall terminate automatically upon the expiration or termination of the Agreement.  Subject to subsequent notification by us of the renewal, termination, or material Amendment thereof, the Agreement provides that it shall expire on ______________, 20__.

[bookmark: _DV_M614]	Your signature below indicates your understanding of, and agreement to, the above.  Please return the signed original to me in the enclosed envelope.  A copy is provided for your records.

[bookmark: _DV_M615]							Very truly yours,



[bookmark: _DV_M616]							{Name}
[bookmark: _DV_M617]							{Title}

[bookmark: _DV_M618]Agreed and accepted:


[bookmark: _DV_M619]						

[bookmark: _DV_M620]Date:						
[bookmark: _DV_M621]
Schedule F

[bookmark: _DV_M622]Site Locations/Facilities/Guidelines

[bookmark: _DV_M623][bookmark: _DV_M625]Joslin Diabetes Center, Affiliate at ___________ will be located at the Primary and Secondary sites listed below and will conform to the Space Guidelines set forth below:

Joslin Diabetes Center
[bookmark: _DV_M626]Outpatient Clinic Space Guidelines

[bookmark: _DV_M627]A Joslin Diabetes Center offers comprehensive medical and education services for persons with diabetes in a comfortable, convenient setting.   Space must also meet ADA disability requirements (hallway width, etc.)  The figures for proposed size and proposed area are taken from MGMA guidelines for an endocrinology office of 1 physician, and do not include square footage information for education services.  

[bookmark: _DV_M628][bookmark: _DV_C263]The following describes the typical key elements of a Joslin Center.  Items marked with an asterisk (*) are considered optional.   The Joslin Diabetes Center can also make available detailed equipment and supply lists for starting up a center.   

	Signage
	Signage should clearly mark the directions to and the location of the center.  Once inside the center (waiting room) additional signage is recommended to clearly identify to the patient that they are in a “Joslin Diabetes Center”.   
Framed photos and visuals that further emphasize the Joslin/Boston link (which can be provided by Joslin/Boston) hanging in the waiting room or other public patient spaces within Joslin are encouraged.

	Waiting room
	The waiting area should be attractive and comfortable.  
Each affiliate can consider adding amenities to the waiting room such as an aquarium, a television, background music, a water cooler, a (locked) display case to show publications and supplies which may be available for sale, etc.
Space to hang coats and place umbrellas.
The number of chairs and size of the waiting room will be proportional to the   number of providers (MDs and educators) seeing patients on the busiest clinic day.
Selection of waiting room chairs should take into account that many persons with diabetes are obese.
See note under patient library / resource area

	Reception and office operations area
	The set-up of the reception area will be based on what functions will be performed and by which staff persons.  Typically, there should be space to perform the following functions.  Patient privacy and confidentiality must be maintained. 
Answering and making phone calls; scheduling appointments.
Obtaining new patient registration information, including billing information (unless performed elsewhere).
Checking out a patient; scheduling follow-up appointments
Preparing new patient records; filing current records
Copying, faxing

	 Medical Exam Rooms

9 x 12    108 Sq. Ft. each
	There should be 2 exam rooms per medical provider for efficient use of time.
Exam rooms should be spacious enough for privacy and comfort.
Each exam room will have a scale, a blood pressure cuff and a blood glucose monitoring meter.  It is recommended that there be convenient access to a scale that can weigh a patient who may be very obese.
Generally, no other additional special equipment is needed.  An EKG machine may be rolled in to the room.

	Physician office / small conference area

9 x 12    108 Sq. Ft. each
	Depending on the time commitment the physician provides to the center, s/he may have a personal office or just access to a medical conference area which may be shared by other MDs and used for multiple purposes.
The physician will use this space to meet with patients/families.

	Phlebotomy station / lab
	A private area with at least one phlebotomy chair for drawing blood.
Ideally, the bathrooms can be designed so a pass-through space for urine samples can go directly into the lab.

	Nurse / Medical Assistant station  (optional – depends on medical volume)
	Depending on how patient flow is designed and volume of physicians seeing patients at once, a nursing station close to exam rooms for LPNs or Medical Assistants can be designed so they have desk space for charting, phone calls, etc.  

	Education counseling rooms

12 x 12    144 Sq. Ft.  each
	Education counseling rooms should be large enough to include desk space, display shelves to show supplies and products, a sink for hand washing (particularly for the RN offices), and be able to accommodate both the patient as well as a family member (or interpreter, etc.)
Assuming minimum full time staff of educators includes one RN and one RD, at least 2 counseling rooms are needed.  If services from other educators such as mental health counselors and exercise physiologists are used, space should be allocated accordingly.
Keep in mind that people with diabetes may be obese and allowing adequate space to move comfortable into a counseling room is important.
The counseling room typically also serves as the educator’s office including a computer, desk, and phone.  However, some centers have designed efficient work areas where the educators have private carrel space (with phones and computers) in a separate staff area, and the counseling rooms are shared by all as needed.

	Classroom / demonstration kitchen area
	Diabetes education groups are typically up to 15 – 20 patients.  If each patient brings a family member – that could mean having a room to accommodate up to 40.  Understandably, this is potentially a large (and expensive) space.  Sharing space with other departments is a good option.
Smaller classrooms that might only accommodate up to 20 may be more practical.  
Room dividers (sliding partitions) can create smaller counseling spaces from a larger classroom and offer more flexibility of space use.
Classroom should include chairs that are set up in front of tables for easy use of books, resources and note taking.
Audio-visual equipment typically used in the classroom includes overhead projectors, LCD projector for PowerPoint slide projection and white boards for writing on.
Storage space within the classroom is important – especially if locking up AV equipment, stacking away chairs, etc. will be done

	Staff  lounge
	Space for staff (especially front desk workers, medical assistants) to store coats, locked space for handbags, etc.
Staff refrigerator, coffee pot, lunch table, etc.

	Toilets – public
Toilets – staff
	At least one restroom must be wheelchair accessible.
See note under phlebotomy about urine specimen collection.



	Storage space
	Space to store the following must be planned:
Education supplies  - storage of patient education books, new patient packets, handouts, etc.
Monitoring supplies – storage for BG meters and supplies
Locked storage area / closet for medications.  

	Research study area
	If clinical research studies will be a part of the diabetes center, space needs to be allocated for the research coordinator.  

	Patient library / resource area*
	Some centers offer an area, as part of the waiting room or as part of the classroom or other space, where patients may view in a private carrel, an educational video, complete a computer learning module, or look at a variety of references and resources (cookbooks, other diabetes education material.)

	Exercise center*
	Physical exercise is an important part of diabetes management.  An exercise center (containing basic equipment such as treadmills, and bicycles) may be a part of the Joslin center, but more commonly it would be shared with other departments in the institution (such as cardiac rehab).  A list of suggested exercise equipment for Joslin is available.

	Pediatric services*
	Separate waiting room – including age appropriate toys, reading material
Pediatric weighing / measuring area – including stadiometer

	Podiatry room*
	Exam room for podiatry services, furnished with podiatry chair and necessary supplies.

	Ophthalmology room*
	Exam room for eye services.
There should be no window in the room so it can be made completely dark.

	Other testing / diagnostic procedures*
	If services such as gait testing, bone density evaluations, neuromuscular testing, etc… are done… space for these services must also be allocated.




[bookmark: _DV_M629]
Schedule G

[bookmark: _DV_M630]Description of Insurance

[bookmark: _DV_M631]Hospital shall maintain general liability insurance at an amount of at least $1,000,000 per claim.

[bookmark: _DV_M632][bookmark: _DV_C264][bookmark: _DV_M633]Hospital shall self-insure or maintain professional liability insurance at an amount of at least $2,000,000 per claim, with an annual aggregate amount of at least $5,000,000.

[bookmark: _DV_M634]Joslin shall be named as an additional insured on each of the insurance policies described above, and Hospital will provide Joslin with Certificates of Insurance verifying that Joslin is a named insured on each policy and verifying the coverage amounts listed above. 

Said policies shall specify that the insurance company shall notify Joslin thirty (30) days in advance in the event that such insurance is canceled or modified.

[bookmark: _DV_M635]


Schedule H

[bookmark: _DV_M638]Notices


[bookmark: _DV_M639]If to Joslin:

[bookmark: _DV_M640]	Judith Eyres Goodwin
[bookmark: _DV_M641]	Senior Director
[bookmark: _DV_M642]	Affiliated Centers
[bookmark: _DV_M643]	Joslin Diabetes Center, Inc.
[bookmark: _DV_M644]	One Joslin Place
[bookmark: _DV_M645]	Boston, MA 02215


[bookmark: _DV_M646]

[bookmark: _DV_M651]If to Hospital:

[bookmark: _DV_M652][bookmark: _DV_M654]	

[bookmark: _DV_M655]

[bookmark: _Toc245473226]Appendix P:  Data Sources  
Center for Health Services Research and Development ECU. "Mortality Trends and Disparities in Eastern North Carolina." Health Indicator Series Report #2.201. February 2009. http://www.ecu.edu/cs-dhs/chsrd/HealthIndicator/upload/ENC29-created-020209-rev-090409.pdf (accessed September 2009).
Department of Health and Human Services, Dept of Public Health. "Burden of Diabetes in North Carolina." NC diabetes.org. April 2008. http://www.ncdiabetes.org/_pdf/Diabetes%20Burden%20Bk.pdf (accessed September 20, 2009).
"Diabetes Fellowship for Primary Care Physicians." East Carolina University Brody School of Medicine. 2009. http://www.ecu.edu/diabetesfellowship/ (accessed September 20, 2009).
"Direct and Indirect Costs of Diabetes in the United States." American Diabetes Asssociation Diabetes Statistics. 2009. http://www.diabetes.org/diabetes-statistics/cost-of-diabetes-in-us.jsp (accessed September 20, 2009).
"Eastern North Carolina Dataset Project." ECU Research and Graduate Studies. http://core.ecu.edu/umc/enc/index.htm (accessed September 12, 2009).
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