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EXECUTIVE SUMMARY OF METHODOLOGY
Project Scope and Organization of this Document

Team PwC is assisting the VA to identify the optimal approach to provide current and projected
veterans with health care equal to or better than is currently provided in terms of access, quality,
and cost effectiveness, while maximizing any potential reuse of all ot portions of the current real
property inventory at the study sites. This work relies on three principal teams to undertake
healthcare planning, capitzl planning, and reuse planning. In addition, four supporting work
streams, or functional teams, will contnibute to the Business Plan Studies: Stakeholder
Engagement, Implementation and Risk Management, Decision Support and Business Planning,
and Financial Analysis. All these work streams are guided and supported by the following
groups: an overall national project manager, a Program Management Office, an Advisory Panel
and a Quality Assurance Group. In addition, eighteen site teams are in the field to oversee
activities at the individual study sites. The 18 study sites have been grouped geographically into
seven clusters, with one Site Team Lead assigned to each cluster who is responsible for on-the-
ground activities.

Each of the functional team methodologies is presented as a chapter of this document to explain
In appropriate detail the data required and approach proposed to carrying out the agreed-upon
work.

The studies are being performed in three stages; an initial planning phase and two subsequent
phases centered on option development and selection. The work that Team PwC will complete
in each stage involves the following:

« Planning Phase: Develop and agree on methodologies and study plans for each site

v Stage I: Consistent with the Secretary’s Decision, Team PwC develops and assesses a broad
range of potentially viable Business Planning Options (BPOs) that meet the forecast
healthcare needs for the study sites, and provide suggestions to the VA as to which (up to 6)
should be taken forward into more detailed development and assessment in Stage II. The VA
decides which options are to be studied further.

» Stage II: Conduct more detailed development and assessment of the potentially viable
options selected by the VA from Stage I and provide a recommendation to the VA of which
option offers the optimal solution

Team PwC encourages stakeholder engagement through both Stages I and I1, and will work with
the Local Advisory Panels (LAP) to ensure jssues and concerns are heard.

There are five steps that Team PwC will take for sites requining health care provision decisions:

1. Team PwC conducts a healthcare provision study to determine the range of potential
healthcare delivery options that could be used meet the VA’s current and projected
workloads: what services, where, and how they can be provided.

2. Team PwC develops optimal implementable physical solutions to reflect the healthcare
provision options (utilize existing facilities, expand, re-footprint, acquire/rent altemative
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space, contract for care etc.) and assesses the reuse potential of any surplus VA space/land

in the study area.

Team PwC conducts a financial analysis and assessment against defined criteria.

4. Team PwC solicits feedback from the Local Advisory Panel and stakeholders on the range
of options and potential effects if implemented.

5. Team PwC provides VA with report on the health care need, options developed, and results
of assessment, feedback received.

w

In Stage [ Team PwC will suggest which BPOs should be analyzed further, and in Stage IT Team
PwC will recommend which solution should be implemented. The remaining sites (those with
healtheare provision decisions) will require steps 2 — S only.

Project Timing

As previously described, the timing of the project consists of three major stages; an initial
planning phase and two subsequent phases revolving around option development and selection.

During the planning phase Team PwC will focus its efforts reading all Government Furnished
Information (GFI), augmenting GFI with Team PwC proprietary or commercially available data
as required and approved by the VA, and developing and confirming with VA the detailed site
by site schedule, methodologies, tools, and procedures.

Stage 1 focuses on the options development and assessment, and is scheduled to range from 8 to
12 weeks, depending on each particular Study Site. To develop and assess proposed options
during this phase PwC will complete an initial healthcare, capital planning, reuse study, as well
as an initial assessment and screening.

Stage II focuses on option refinement, assessment and selection of PwC’s ultimate option
recommendation, and will take from 30 to 33 weeks depending on the site. The process of
refining the options will involve more detailed healthcare, capital planning, and reuse planning
studies, as well as financial analysis, implementation planning and assessment. Team PwC then
plans to rank the options against CARES objectives, and ultimately select which option will be
recommended to the Secretary for implementation. Stage II will also involve the drafting and
refinement of the business case.

Major Deliverables

At the end of Stage I, Team PwC will provide the VA with option definitions, assessments,
scorings and our recommendations. The VA selects the BPOs to be studied further in Stage 11
for each Study Site.

At the end of Stage I and II, Team PwC offers the Local Advisory Panels the opportunity to
review the scores given to each factor and option and to provide comments.
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Approximately midway through Stage I[, Team PwC provides the VA and Local Area Panels
with the results of additional and more detailed assessments, and recommended options for
selection

PwC will submit a draft business plan with up to six options at each Study Site that describes the
location of services, capital infrastructure required, and reuse potential:

» Incorporates financial, economic, healthcare workload trends

» Data in the development of business plans

« Includes stakeholder input

» Includes strategies for managing the transition of care

« Includes the feasibility, cost effectiveness, quality, location, and best use for property

Technical Approach
Healthcare Delivery Studies

The objective of the Healthcare Delivery Study is to identify the optimal approach to provide
current and projected velerans with healthcare equal to or better than is currently provided in
terms of access, quality, and cost effectiveness. The Healthcare Study will assess VA data to
determine the type and volume of services needed currently and for 2013 and 2023 and the best
location for these services. The assessment will balance several factors, such as patient access
healthcare quality, overall cost effectiveness, and stakeholder input. The healthcare delivery
studies are to be conducted for Boston, Brooklyn/Manhattan, Louisville, Waco, Big Spring,
- Walla Walla, Montgomery, and Muskogee.

In Stage I, Team PwC will develop a broad range of potential BPOs that could be used to meet
the VA’s current and projected workloads. The options will include what services, where, and
how can they be provided. At this point, the Capital/Reuse Planning Team will use these options
to begin their respective studies. Next, the initial Quality & Access Assessment will be used to
begin Financial Analysis. The healthcare team will also facilitate presentation of opticns to
Local Advisory Panels and stakeholders.

In Stage I, Team PwC will refine and develop the VA-selected options from Stage I. To do this,
it will conduct agreed upon interviews and site visits and complete specific assessments such as
operating and configuration effectiveness, cost considerations, human resource analysis, research
and education analysis, local healthcare impact, and detailed quality & access assessment. The
data collected through these assessments will be shared with the Capital/Reuse Planning teams
and then with the Financial Analysis team. Stage II will also involve a presentation of business
plan options to Local Advisory Panels and stakeholders, and the completion of all study
documentation.

Capital Plapning Studies

The objective of the Capital Planning Study is to provide the best configuration of capital assets
for modem healthcare delivery, while maximizing the potential reuse of all or portions of the
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current real property inventory. Team PwC will be executing two types of Capital Plans. The
first is the General Capital Plan, which will be completed on sites where Team PwC is
conducting a Healthcare Delivery Study. The other is a more detailed Comprehensive Capital
Plan, to be completed on sites where the Secretary’s Decision determines Healthcare Delivery
Solution to be provided.

The overall Capital Planning process begins with a review of existing facilities and reviewing
VA data and a site and building analysis. The site analysis will consider factors such as zoning
restrictions and easements, site circulation, parking capacity, and site utilities. The building
analysis will evaluate the building’s physical condition, structural systems, mechanical systems,
plumbing/fire protection systems seismic condition and patient/staff safety issues. The team will
then determine space requirements based on healthcare delivery study options
and Secretary’s Decision. The facilities assessment and determination of space requirements
will feed into the options generation, which will include a potential range of physical solutions,
assumption and priorities, and implementation choices and risks. In the final phases of the
Capital Planning process the team will assess cost implications, and provide inputs to overall
study assessment and communication processes.

Reuse Planning Studies

The objective of the Reuse Planning Study is to identify options that maximize the potential
reuse of all or portions of the current real properly inventory, while providing the best
configuration of capital assets for modern health care delivery. As with the Capital Plans, Team
PwC will be executing two types of Reuse Plans. The first is the General Reuse Plan, which will
be completed on sites where Team PwC is conducting a Healthcare Delivery Study. The other is
a more detailed Comprehensive Reuse Plan, to be completed on sites where the Secretary’s
Decision determines Health care Delivery Solution 1o be provided.

The Reuse work stream will deliver an assessment of asset reuse options, strategies, and
achievable values to feed into option development and financial analysis. Reuse benefits the VA
by reducing operating costs / generating revenues that increase available budgets and,
potentially, offers break-point solutions to long-standing capital and site concerms.

The General Reuse Plans for six sites will provide a clear understanding of the real estate
potential of each property, including Enhanced Use opportunities and suggestion of alternative
locations where appropriate. The Reuse team will use a process consistent with the overall two-
stage process. The Comprehensive Reuse Plans for nine sites will be more detailed than general
plans and potentially involving market testing. The Reuse Planners and Capital Planning teams
will work closely together to ensure overall cost effectiveness of the physical solution is
maximized. Reuse outputs and assessment form an integral input to the financial and quality
assessment.

During the Planning Stage the Reuse team will complete a Real Property Baseline Report
involving existing conditions, current leasing history, opportunities and constraints. Based on
existing data, the tearn will also complete an Environmental Base Line Report. During the
planning stage the reuse team will also strive to gain a clear understanding of VA’s authorities
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and ability to implement real estate transactions. In Stage I, the Reuse team will contribute to
option development through a preliminary highest and best use (market context, site visits), a
desktop valuation analysis and preliminary General Property Reuse Plan. Not until Stage IT will
the completion of the General Property Reuse Plan occur, along with more detailed research, and
completion of multi-year cash flow inputs. Stage II will also involve the consideration of
alternative funding/financing options, and implementation strategies and risk analysis.

Stakeholder Engagement

The purpose of the Team PwC Stakeholder Engagement Team’s work stream is to provide an
overall framework for managing and coordinating the wide variety of communications that take
place, directly or indirectly, as part of the VA CARES Business Plan Studies. The stakeholder
engagement methodology addresses communication, training, capturing stakeholder input, and
orchestrating public meetings.

The Team PwC Stakeholder Engagement Team will:

»  Assist the VA in establishing credibility and engendering trust

« Minimize project risks by providing timely and useful information to stakeholders, the VA,
Local Advisory Panels, and Team PwC

»  Develop tools and teruplates to support communication within the internal team and to
external stakeholders

»  Obtain, analyze and incorporate stakeholder input into the overall option developruent
process

» Provide support to Local Advisory Panels, local VA staff and PwC Site Team Leads in
coordinating and preparing for administrative and public meetings

= Devise a coordinated and straightforward communication plan that ensures that the internal
team (VA, Team PwC, Local Advisory Panels) and external stakeholders are clear about
what needs to be communicated, how frequently, by whom, to whom, and how.

Local Advisory Panel Meetings Throughout the course of the project, there will be four public
meetings facilitated by the Local Advisory Panels at each site. The opportunities for stakeholder
engagement are driven by the Local Advisory Panel public meeting schedule.  All
communication, stakeholder input capture and analysis, and meeting support reguirements
described in the approach section revolve around these public meetings,

The topics of the four public meetings will generally be as follows:

1. Stakeholders input mechanisms, timeframes, procedures

2. Share stakeholders input and preliminary options

3. Share Secretary’s decision of which options are to be studied in Stage 11
4, Present draft business plan options

Prior to each public meeting, the PwC Site Leaders will attend an administrative and preparatory
meeting with Local Advisory Panels, The PwC Stakeholder Engagement Team is a centrally
located resource, serving as advisors to the Team PwC Site Team Leaders at each study site and
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other functional teams. The PwC Stakeholder Engagement Team is responsible for establishing
and maintaining the public meeting-based communication structure that allows Team PwC to
communijcate effectively and contribute to the CARES Business Case Study process.

Implementation and Risk Management

Team PwC will provide a high level implementation plan for the recommended BPOs at each
study site. This plan will take account of the need for the VA to provide uninterrupted care to its
veterans.

Team PwC will also conduct a risk assessment to identify key risks that may adversely affect the
implementation of the recommended option and achievement of the objectives of the CARES
process. The ultimate goal of applying this approach is to create implementation plans informed
by risk assessments that improve the likelihood of success for the options developed.

Financial Analysis

The purpose of the Financial Analysis work stream is to ensure that a Life Cycle Cost
Effectiveness (or Financial) Analysis (“CEA”) will be completed for each Study Site. The
methodology contained in this chapter provides details of the structure, assumptions, calculations
and expected outputs of the financial analysis tools developed to analyze the financial flows
resulting from the Healthcare, Capital and Reuse studies at the multiple Study Sites.

The purpose of the CEA is to clearly describe and assess the life-cycle cost and revenues
associated with Business Plan Options (“BPO”). These will be compared to the equivalent life-
cycle costs and revenues of the Baseline Business Plan Option to determine if the Business Plan
Option has the potential to offer a more cost effective solution than the Baseline Business Plan
Option.

The tools developed by the Financial Analysis team are to be used to develop a detailed cost
effectiveness analysis for each Business Plan Option developed for each Study Site. Inputs to the
BPO Financial Analysis Tool include the effects of both operating and capital expenditures and
receipts on each BPO. The tools include a set of Microsoft Excel spreadsheets to facilitate the
analysis at each of the healthcare and non-healthcare Study Sites. Members of the Healthcare,
Capital and Reuse teams will complete a unique single spreadsheet model for each of the
analysis scenarios.

Decision Support and Business Planning

The objective of the Decision Support and Business Planning work stream is 1o support the study
processes with robust methodology and tools that will be applied consistently at each Study Site.
During Stage I, individual Team PwC Site Team Leaders will summanize health-care needs and
trends as well as the current provision of care and gaps resulting from health-care need
projections. They will also provide details of a “broad range of credible options” along with a
“high level” assessment using the template provided of each option’s potential to meet or exceed
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the CARES objectives. From this “broad range of credible options” Team PwC will suggest
which options should be studied in Stage I

Stage II will involve a more detailed development and analysis of options, including more
engagement with Local Advisory Panels and Stakeholders to ensure concerns are identified and
addressed in refinement and completion of option development. There will be further
consideration of specific issues such as:

Location and grouping of services to optimize service delivery
Capital Planning / Reuse utilization of sites/facilities
Alternative delivery options

Transition and Implementation Issues and Risks

Impact on VA Human Resources

Impact on VA Research & Education

Impact on Local] Communities and Stakeholder reaction

Stage II will also involve a more detailed and complete financial assessment, including
sensitivity analysis, using outputs from more detziled health care, capital planning and reuse
planning studies, as well as more engagement with Local Advisory Panels and Stakeholders to
ensure remaining concerns are identified and included in the option assessment. The team will
apply standard techniques to compare and rank options, and use this comparison ultimately to
recommend the best option to the Secretary.

EXECUTIVE SUMMARY 717 PROPRIETARY AND CONFIDENTIAL
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INTRODUCTION AND BACKGROUND

When the Veterans Administration was established in 1930, it took over the operation of
54 hospitals, including hospitals at a number of soldiers’ homes that were opened after
the Civil War. Since that date, VA has built or taken over more than [00 additional
hospitals, and has opened more than 2 thousand smaller facilities providing ambulatory
care or readjustment coupseling to combat veterans. After World War 11, the VA
continued to expand its hospital system to care for hundreds of thousands of World War
II veterans. At the same time, VA’s leadership made a conscious decision to establish
affiliations with medical schools throughout the United States to improve the quality of
VA care and gain access to leading care providers.

When the Department of Veterans Affairs was established in 1989, it administered 172
medical centers with inpatient hospitals, and almost every medical school in the country
was affiliated with one or more of these hospitals. Since then, the VA has undergone a
profound transformation in the delivery of health care, moving from 2 hospital driven
health care system to an integrated delivery system that emphasizes a full continbum of
care. New technology and treatment modalities have changed how and where care is
provided, with a significant shift from inpatient to outpatient services. The Veterans
Health Administration’s (VHA) infrastructure was designed and built decades ago, under
a different concept of health care delivery, (i.e., hospital-centered inpatient care, long
admissions for diagnosis and treatment, and different geographic concentrations of
eligible veterans). As a result, VHA’s capital assets often do not align with current health
care needs for optimal efficiency and access.

A March 1999 Government Accountability Office (GAO) report concluded that VHA
could significantly reduce the funds used to operate and maintain its capital infrastructure
by developing and implementing market-based plans for restructuring assets, At the time
of this GAO report, more than 4,700 buildings in various states of repair were contained
in VHA’s inventory, but only 1,200 of these buildings were actually used to deliver
health care. GAO estimated that more than 40% of VHA’s buildings were more than 50
years old (and thus beyond their useful life), and VHA was spending approximately 25%
of its annual operating funds to operate and maintain its buildings, even though more than
5 million square feet of this space was vacant. GAO said that “it seems likely that VHA
could take many years to decide on, much less accomplish, system wide asset
realignment. The daily cost of unduly delayed decisions is unacceptably high, given that
VA could be spending $1 million or more a day to operate and maintain unneeded
assets.”

In response to the GAO report and subsequent Congressional hearings, VHA initiated
development of the Capital Asset Realignment for Enhanced Services (CARES)
Program. VA outlined the original goal of the CARES process as follows:

CHAPTER 1 — INTRODUCTION AND 1/5 PROPRIETARY AND CONFIDENTIAL
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“[A]ssess veterans’ health care needs in each VISN, identify service delivery
options to meet those needs, promote corresponding strategic realignmuent of
capital assets linked to those needs, and thereby improve VA’s access, quality and
delivery of health care in the most accessible and cost-effective manner, while
mitigating impacts on staffing and communities and on other Department of
Veterans Affairs’ missions.”

After its own initial efforts to develop zitemative “service delivery options” led to
unsatisfactory resulis in the VA’s Great Lakes Health Care System (Veterans Integrated
Service Network (VISN) 12, parts of Illinois, Wisconsin, and Michigan), VA employed a
contractor to pilot the CARES process in the same network. The pilot concluded in 2001
and recommended options were presented to the Secretary of Veteran Affairs. In
February, 2002, the Secretary announced his decision, which among other things required
substantial consolidation of two VA facilities in Chicago. The implementation process
has begun in VISN 12.

CARES Phase 2 extended the CARES Program to all 21 Networks within VHA. The
design of CARES Phase 2 benefited from valuable lessons learned in the CARES Pilot.
CARES Phase 2 relied pomarily upon VA Central Office (VACO) and Network staff to
develop the Network CARES Market Plans. VACO identified Planning Initiatives for
Networks that include specific areas where capital asset realignment opportunities
appeared to be significant. The pational approach to CARES Phase 2 used standardized
methodologies and processes including: forecasts of future enroliment and service needs,
and methodologies for developing Network CARES Market Plans. Proposed
realignments in the Network CARES Market Plans considered sharing and collaboration
with internal VA components such as VBA and external partners such as the Department
of Defense. The Undersecretary for Health used the Networks CARES Market Plans to
prepare a Draft National CARES Plan (DNCP) with recommendations to the Secretary.

The Secretary appointed a National Commission of non-VA executives to review the
Undersecretary for Health’s (USH) draft plan. The final DNCP was submitted to the
CARES Commission in August 2003. The purpose of establishing the CARES
Commission was to provide an objective and external perspective to the
recommendations contained within the DNCP. The Commission made site visits and
conducted 38 hearings to gather stakeholder input. The Commission reviewed and
analyzed the data gathered from al) sources, made recommendations to the Secretary to
consider in his review of the Draft National CARES Plan. The final report of the CARES
Commission was submitted in February 2004, and the Secretary announced his decision
in May, 2004.

The Secretary’s CARES Decision has been adopted as VA’s road map for bringing VA’s
health care system’s facilities in line with the needs of 21st century veterans. The
CARES analysis process focused on answering the following question: “What is the
optimal approach to provide current and projected veterans with equal to or better health
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care than is currently provided in terms of access, quality, and cost effectiveness, while
maximizing any potential reuse of all or portions of the current real property inventory?”

The Secretary’s Decision also included & number of national strategic and planning
initiatives which will have important policy ramifications for the Veterans Health
Administration, and which guide present and future studies. The highlights of those
policy initiatives are as follows:

1. The VA will continue to improve the methodologies and data used in the CARES
model to project enrollment (and associated workload).

2. The VA will define the appropriate scope of services to be provided at small and
rural hospitals in the VA (Veterans Rural Access Hospitals Policy).

3. VA will continue to revise its standards for the establishruent of new community-
based outpatient clinics to improve access to services, including mental health
services, especially in rural areas.

4. The VA will revise projections for outpatient mental health services and acute
psychiatric inpatient care workload utilizing corrected VA data, and VISNs will
identify or revise plans to address gaps in service, which should be integrated into
the ongoing CARES process.

5. VA will develop a model for the deployment of long term care beds across VA,
and will develop a long-term care strategic plan which addresses consistency of
access to long term care services.

6. VA will continue to seek improvements in its authority to dispose of excess
property through the enhanced use leasing process, and will refine its focus on the
management of this process and these assets.

7. VA will develop a national strategy to improve its ability to contract for clinical
care of veterans that is of high quality and appropriately priced.

8. VA will seek necessary funds to address critical life safety needs in its existing
infrastructure.

9. VA will ensure coordination among VISNs with regard to the placement of
special disability centers to optimize access to care for veterans. Additionally, VA
will examine other opportunities to provide blind rehabilitation in settings close to
veterans’ homes. In addition, VA will conduct an assessment of acute and long
term bed needs for SCI centers to provide the proper balance of beds to best serve
veterans and reduce wait times.

Team PwC

The Secretary’s CARES Decision calls for additional studies to refine or supplement the
analyses developed in the CARES planning and decision-making process. These studies
are the basis of the contract awarded to PricewaterhouseCoopers LLP and its
subcontractors (jointly referred to as Team PwC). Team PwC consists of the following
firms, each of which possesses outstanding qualifications and have formed a umque
partnership which will work as an integrated team.
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Eighteen VA Study Sites have been identified as in need of reorganization or renovation.
Some common issues at these sites are: aging buildings, vacant or under-utilized
facilities, facilities that require upgrades or modernization, and declining patient
populations. In order to better serve the veterans and their communities in the most cost-
effective way, detailed studies will be performed at each site. Studies are divided into
three elements: Healthcare Delivery Studies, Capital Plans and Reuse Plans. Not every
study will be performed at each site.

The purpose of these studies 1s to develop a set of options for the type, size and location
and reuse potential of VA health care resources for each site. The options take into
consideration the following objectives:

« Maintains or improves quality

» Maintains or improves access

» Maximizes reuse potential of VA owned sites

= Results in a modernized, safe health care delivery environment

= Results in a cost effective physical and operational configuration of VA
resources

In addition to the assembly of significant amounts of date required to complete each
study and analysis type, the contract calls for the use of Local Advisory Panels (LAPs) to
solicit the views of veterans, employees and other stakeholders who may be affected by
any proposed change at the site. The stakeholder engagement process is designed to elicit
meaningful input on potential options considered by the Local Advisory Panels.
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Team PwC’s Scope of Work is based on the Secretary’s Decision, which separates the
stady sites into two broad categories:
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The remainder of this document sets out the methodology which Team PwC proposes to
follow in carrying out the required studies. This proposed methodology reflects not only
the subject matter expertise of Team PwC, but also extensive interaction with subject
matter experts in the Department of Veterans Affairs, who have provided very helpful
explanations about the previous CARES analysis and insight into the Department and its
data that will provide the basis for much of this work. Team PwC will continue to
examine its methodology throughout the study process to assure that it produces the most
reliable and practical results for the VA as it strives to provide the highest quality
healthcare 1o veterans.

Following completion of Team PwC’s work, the VA will select the Business Plan Option
that it wishes to move forward with at each Study Site and these decisions will be fed into
the Department’s normal Capital Investment budgeting and prioritization processes. The
ultimate timing of the implementation of 8 CARES program at a Study Site will most
likely be dependent on the prionty the program receives against the Department’s many
other competing priorities and the availability of appropriated funds.
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2.1.

2.2.

TEAM PWC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

SCOPE AND PURPOSE

Team PwC is required to develop a business plan consisting of a comprehensive
Healthcare Delivery study and/or Capital and Re-use Plans which has considered at least
three options and no more than six to be analyzed at each Study Site. The business plan
will assess the feasibility, cost-effectiveness, quality, location, highest and best use
determination of property for services to be provided, and impact of any realignment. PwC
1s required to provide an objective independent analysis and formulation of the primary
recommended option for each site. The business plan will include an indicative
implementation plan, strategies for managing the transition of care, ensuring no
interruption of services and minimizing any impact on patients, employees and the
community.

Team PwC is required to elicit stakeholder input from the Local Advisory Panel and will
be responsible for all communication activities, including those required in conjunction
with the Capital plans and Re-use plans, some of which will be developed by other VA
contractors.

The focus of each site-specific study will be on the development of quality healthcare
delivery, modem state of the art facilities, and access to cost effective care. The primary
option recommended is based upon how well the business analysis for the option meets VA
objectives in comparison to other options (and the Baseline, see below).

The analyses are divided into three main categories — Healthcare delivery studies, Capital
plans and Re-use plans, for each site's study configuration.

METHODOLOGY
The SoW requires these processes to be both:

* independent — that is not to involve any bias towards any particular solution; and

*  objective —the decision making process is based on the application of objective criteria
and a selection process that ties directly back to the potential of particular BPOs to
achieve the VA’s objectives for these studies, namely that the recommended option
shoulg:
o Maintain or improve quality
o Maintain or amprove access
o Maximize the Re-use potential of VA owned sites
o Result in a modemized, safe healthcare delivery environment
o Result in a cost effective physical and operational configuration of VA resources

Each of these objectives and the criteria developed for use by Team PwC in assessing
options is discussed further below.
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TEAM PWC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

The assessment and decision methodology is designed to determine how well BPOs meet
the VA objectives that are the basis for a recommended BPO. This approach is similar to
the approach the VA cuwrently uses to manage its capital investment processes, more
details are set-out below. However, this approach relies on the VA providing explicit
statements about the relative importance of each of its objectives for this decision (and:
specifically the relative importance of the criteria that Team PwC will use in its
assessments). Team PwC is being provided guidance from the VA about the relative
importance of these objectives and will assist the VA CARES team during Stage I to
establish the relative importance of the specific criteria to be used in the Stage U
assessment and selection processes.

Towards the end of Stage 11, this process involves the following key work elements:

= Team PwC’s site study teams will corplete their refinement and assessment of the
Secretary-selected BPOs for their study site. The assessments to be completed are
described in Appendix 2.A.

= The results of these assessments will be deliberated by a panel of Team PwC experts.
The experts will form the Team PwC Scoring Panel who will evaluate all BPOs on a
common basis and score the options on a pairwise basis using a series of predefined
assessment criteria (1.e. the discriminating criteria described below).

= The scores for each BPO will be input into the Team PwC Decision Support Tool
(described in Appendix 2.C), which uses these scores and the nationally defined
relative weightings discussed above to determine a total score for each BPO at each
study site. The BPO with the highest total score would most likely selected by Team
PwC as its recommended option.

» Team PwC documents the more detailed option development process and findings and
presents the results to the Local Advisory Panel (Meeting 4), during which the Local
Advisory Panels are to elicit stakeholder feedback on the options developed and
assessments made.

= Team PwC completes jis final assessment and documentation of BPOs, incorporating
Stakeholder feedback as elicited from the Local Advisory Panel, to complete the draft
Business Plan for each study site (see Appendix 2.D).

* A draft Business Plan for each study site is provided to the COTR for review and,
as refined, submitted to the VA/CIB for their input and refinement prior to it becoming
the final Business Plan for each study site,

Since Team PwC’s work at each study site is sequenced based on the complexity of the
needs of the study site, some study sites are expected to coroplete Stage 1 and also Stage II
significantly earlier than other sites.
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TeEaM PWC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

Stage I — Assessment and Short-Listing of Potential BPOs

Stage I involves each of the Team PwC study teams completing their initial BPO
development and assessment processes. As indicated in Figure 2.2, this involves the flow

of information and
selections from study
team to study team and
the integration of their
findings into the
Implementation Planning
and Risk Analysis; the

" Life-cycle Cost

Effectiveness Analysis;
Stakehelder and Local
Advisory Panel meetings
and Decision Support and
Business Planning
Processes. Bach of these
interfaces is described in
the relevant study team
methodologies (Chapters
3-8).

Towards the end of Stage
I, Team PwC will assess
options generated by
against a series of
pre-defined  assessment
criteria (see below). This
assessment  will  be
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DECISION SUPPORT & BUSINESS PLANNING PROCLESSES

provided to the VA/CIB with suggestions as to which of the BPOs generated Team PwC
considers should be subject to further study in Stage II.

This process involves the following key work elements:

* Team PwC develops and assesses a broad range of potentially viable BPOs to meet the
healthcare demand forecast provided by the VA and the decisions made by the
Secretary in the Secretary’s May 2004 Decision Document — this work involves the
inputs of Healthcare team, Capital Planning team, Re-use Planning team' for each
Study Site and inputs from Team PwC’s National Implementation and Risk
Management and Financial Analysis teams:

! The re-use planning teams at non-healthcare study sites are OGCs, please refer to Chapter 5.

CHAPTER 2 — DECISION SUPPORT

AND BUSINESS PLANNING

4/23 PROPRIETARY AND CONFIDENTIAL

25/ ~8




TEAM PWC METBODOLOGY & STUDY TEAM GUIDE
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For Healthcare study sites:

o Team PwC assessment of healthcare demand forecasts and trends at the study site

o Team PwC assessment of the impact of these trends on healthcare provision as of
today (the Baseline BPO) and those potential changes to maintain or enhance
healthcare quality and access in a cost efficient, safe and secure manner

o Team PwC development of a broad range of alternative BPOs for meeting the
healthcare requirements at the study site.

o Atsome of the study sites the SoW directs Team PwC to consider specific BPOs.
For example:

v For the Boston study site, one of the BPOs is to include determining the
feasibility of consolidating acute care services at one tertiary care medical
center to meet future demand. This center would serve as the hub of 2 system
of primary care and mult: specialty clinics located throughout the Boston area

* For the Brooklyn/Manhattan study site, three BPOs are to be developed to
provide options for bealth care delivery in the NYC area. The options will
include the feasibility of consolidating the Manhattan and Brooklyn campuses
into one site. The site could be an entirely new site or located at either the
existing Manhattan or Brooklyn sites.

For Non-Healthcare study sites:

o The VA provides Team PwC with the VA’s projected space requirements by
department by site and associated healthcare demand forecasts and trends at the
study site for the healthcare provision solution chosen by the Secretary of the VA
for the study site (refer to the Secretary’s Decision)

o Team PwC assesses the impact of the Secretary’s Decision on the healthcare
facilities as of today and the minimum required investments to occur (Baseline
BPO) to maintain healthcare provision in a cost efficient, safe and secure manner

o Team PwC develops a broad range of Alternative Capital and Re-use BPOs that are
compatible with the Secretary’s Decision for meeting the healthcare requirements
at the study site. At some of the study sites the SoW directs Team PwC to consider
specific BPOs. For example:

* For the Canandaigua study site, the study is to determine whether the existing
campus or another location in the Canandaigua area is the best location for the
services currently offered on the Canandaigua campus

* For the Livermore study site, BPOs for the Livermore campus are to be
developed with and without a Nursing home presence on campus. The
outpatient primary and specialty care and sub-acute inpatient services will be
transferred from the campus. The study’s scope is only on the question of the
best way to retain a nursing home presence in the Livermore area (i.e., whether
to retain a Nursing Home on the Livernore campus or on another site in the
community).

In general, the assessment and reporting of the Baseline and Alternative BPOs will
occur as follows:
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TEAM PWC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

* Initial high-level assessment of the Baseline and Alternative BPOs against the Initial
Screening Criteria (described in Section 2.3.3); completion of the Stage I Assessment
of BPOs that pass the initial screening using the Assessment process and criteria set out
in Section 2.3.3 (and in more detail in Appendix 2.A); and development of the Stage [
outputs as defined in Section 2.3.4 (and by Example presented in Appendix 2.B)

s Gather input and feedback from the Local Advisory Panels at each site on the Baseline
and Alternative BPOs developed. The Local Advisory Panels, considering public
comment, may suggest additional or refinements to BPOs to be considered

*  Assessment and documentation of BPOs incorporating Stakeholder feedback as
secured from the Local Advisory Panels and other sources.

At the end of Stage I, Team PwC will provide the VA with report containing details of all
the BPOs considered by Team PwC (including those suggested by Local Advisory Panels)
an assessment of the relative merits of the varicus BPOs presented and suggestions as to
which BPOs are most likely to meet the VA’s objectives for CARES (further details of the
likely contents of this report are provided in Appendix 2). Team PwC presents a summary
of the report to the Secretary and the Cares Implementation; following which the Secretary
decides which of BPOs (up to 6) are to be studied in Stage II.

Stage II - Assessment of Selected Stage I BPOs, Selection of a
Recommended BPO

Stage Il involves the study teams completing a more detailed development and assessment
of the BPOs selected by the Secretary of the VA for further study, including additional
consultation with stakeholders and the Local Advisory Panels and consideration of
additional issues as described below,

As with Stage 1, this involves the flow of information from study team to study team and
the integration of their findings into the Implementation Planning and Risk Analysis,; the
Life-cycle Cost Effectiveness Analysis; Stakeholder and Local Advisory Panel meetings
and decision support and business planning processes. Each of these interfaces is described
in the relevant study team methodologies (Chapters 3-8).

Stage Il involves a sigruficantly roore detailed assessment of BPOs. The results are used to
rank BPOs and ultimately to support the selection of a recommended BPO for each study
site.
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2.3. APPROACH

2.3.1. The Baseline BPO

Team PwC’s assessment methodology commences with the creation of a Baseline BPO,
which is the BPO under which the VA would not significantly change either the location or
type of services provided in the study site, unless directed otherwise by the Secretary’s
May 2004 Decision. All other BPOs are compared to this Baseline BPO.

The Secretary’s Decision and long-term healthcare demand forecasts and trends, as
indicated by the demand forecast, are applied to the current healthcare provision solution
for the study site and it is assumed that under the Baseline BPO:

* Subject to the Secretary’s Decision, healthcare would continue to be provided as
currently delivered; except to the extent healthcare volumes for particular procedures
fall below key quality or cost effectiveness threshold levels. At this point, it is assumed
that such healthcare procedures would be transferred to other VA facilities or other
providers in the community and current facilities, or portion thereof, mothballed,
unless they can be re-used

* Capital planning costs will allow for current facilities to receive such investment as is
required to rectify any material deficiencies (e.g. in safety or security) such that they
would provide a safe healthcare delivery environment as required in the Secretary’s
Decision. Such investment is assumed to occur when necessary and include
investments to make facilities seismically secure and to rectify all weaknesses
1dentified in the facilities condition assessments

= Life Cycle capital planning costs will allow for on-going preventative maintenance and
life-cycle maintenance of major and minor building elements. In the event that a
particular structure or key building element whose useful life is expired, it is assumed
that the structure or key building element is replaced when the remaining economic life
of the structure or key building element expires. Transition planning will consider the
need to continue to provide veterans with access to care during any capital investment
(replacement) works

* Re-use plans will be developed to use such vacant space in buildings and/or vacant land
or buildings as emerge as a result of the changes in demand for services and the
facilities in which they sit.

Other business rules and studies applicable to this BPO are detailed in each of the specific
study team chapters of this methodology.

An implementation plan and risk analysis and qualitative assessments are completed,
together with a 30-year life-cycle cost model for the Baseline BPO.

The Baseline and Alternative BPOs, described below, are constrained by the decisions
made by the Secretary in the Secretary’s May 2004 Decision.
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2.3.2. Development of Alternative BPOs

As noted above, Team PwC is tasked to both analyze and assess the Baseline BPO and
develop a broad range of Alternative BPOs for meeting the healthcare requirements of
veterans at the study site. An overview of the process is shown in Figure 2.2

Team PwC’s BPO development process is set out in detail in each of the Healthcare study,
Capital Planning study and Re-use Planning study methodologies. In summary, however, a
BPO development involves the following process:

* For Healthcare sites, Team PwC assesses healthcare demand and trends at the study
site. For Non-Healthcare study sites, the VA provides Team PwC with the VA’s
projected space requirements by department by site and associated healthcare demand
forecasts and trends at the study site for the healthcare provision solution chosen by the
Secretary of the VA for the study site (refer to the Secretary’s Decision). The
mechanics for these space considerations are setout in Chapter 4.

= Team PwC assesses the impact these trends and the Secretary’s Decision have on
healthcare provision today and the management decisions that would need to occur
(Baseline BPO) to maintain healthcare quality and access in a cost efficient marner

= The SoW, as noted, also directs Team PwC to consider specific BPOs at some of the
study sites. These requirements drive the generation of some altemative BPOs at
impacted study sites

* The consideration will also identify:

o Gaps in healthcare service provision - for example that the minimum healthcare
access standards are not met or that there is insufficient capacity at existing sites.
Such gaps could lead to the development of Alternative BPOs that add additional
sites or increase the capacity of current sites

o Surplus healthcare service provision — for example site may already contain
surplus services or projects a significant decline in the demand for a particular
healthcare service resulting in a future surplus in healthcare service supply. Such
surplus could lead to the development of Alternative BPOs that reduce or realign
the capacity of current sites, consolidating healthcare provision to a reduced
number of sites or placing increased reliance on community, DoD or affiliated
healthcare providers to provide healthcare that historically has been provided by
the VA.

o The need for the VA to invest in new/upgraded facilities — for example the
layout/condition of current facilities and their future investment needs may warrant
consolidation on a site or investment in new facilities. Such investment
requirements could lead to the development of Altermative BPOs that involve
realignment of facilities on existing sites, investment in new facilities, leasing new
facilities (like CBOCs), sharing facilities with the DoD or affiliated organization,
creation of new sites with new facilities; and or/the demolition of surplus facilities
on sites if they cannot be utilized productively by the VA or Re-used by other
parties.
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o The potential for the VA to capitalize on valuable surplus real property — for
example if the VA has or is forecast to have significant vacant space or land
potential options to Re-use surplus land, buildings and space within buildings must
be considered. BPOs developed are also to ensure that the VA is able to optimize its
use and ownership of real property. BPOs are will be developed that include plans
to re-utilize and surplus space or land to the maximum extent economically
possibie.

o Local Advisory Panel and Stakeholder input. As directed by the Local Advisory
Panel, options, or portions thereof, reflecting the unique considerations of
stakeholders will be reflected.

Alternative BPOs are discussed between the Healthcare, Capital Planning and Re-use
study teams at each site and also with the Local Advisory Panels to ensure they take
account, to the maximum extent possible, of the needs and concerns expressed by
stakeholders. This process becomes particularly important following Local Advisory Panel
meetings, when the study teams will have received guidance from the Local Advisory
Panels of the key issues and concerns of the stakeholders.

As part of the CARES Phase IT studies the VA’s CARES program office 1ssued planning
guidance® to aid VISN teams responsible for the development of Alternative BPOs. It is
Team PwC’s assumption that much of this guidance is directly relevant to these Studies,
unless modified by the Secretary’s Decision, the SoW or these methodologies.

? For example CARES Guide Book Phase — I (2°® Edition Tunie 2002) and the Handbook for Market Plan
development (January 2003)
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TeEAaM PWC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

2.3.3. Assessment Criteria

VA Objectives for the Business Plan Studies

Team PwC’s assessment and decision methodology is designed to determine how well
BPOs meet the VA’s overall objectives for these studies. These objectives require that the
recommended BPO is to:

* Maintain or improve quality

= Maintain or Improve access

*  Maximize Re~use/re-development potential of VA owned sites

* Result in a modernized, safe healthcare delivery environment

» Result in a cost effective physical and operational configuration of VA resources

Team PwC’s assessment process utilizes a series of Imitial Screening Criteria and
Discriminating Criteria, detailed later in this section, as part of its assessment. These
objectives form the basis of the assessment criteria used by Team PwC throughout these
studies. In addition, the VA listed a number of other assessment factors in the SoW, for
example the assessment of the impact of particulacr BPOs on the community, that also
require consideration and have been included in the assessment process, but typically as
secondary criteria or sub-factors. These are also detailed later in this section.

Team PwC and the VA have agreed a process by which these criteria will be confirmed and
their relative importance determined. This §>rocess should be completed before option
assessments need to be completed for the 2" Local Advisory Panel meeting at each site.
All criteria setout in the remainder of this Chapter and Appendix 2 are subject to
acceptance or amendment by this process.

Initial Screening Criteria

Team PwC is required to generate a broad range of potential BPOs for each study site
during Stage [ and it 1s the purpose of the Stage I assessment to determine which of these
options are potentially viable and worthy of further consideration in Stage 11.

A series of Initial Screening Criteria will be used to assess whether or not a particular BPO
has the potential to meet or exceed the CARES objectives. Team PwC considers that BPOs
must have the potential to meet or exceed key initial screening criteria for the BPOs to be
considered by Team PwC as suitable for Stage II. If BPOs fail to pass these criteria then
they would be deemed to not be viable by Team PwC. They would not form part of the set
of BPOs the Team PwC suggests be considered for further study. This does not mean that
the VA may not require any such BPO to be considered further in Stage II.

Team PwC has selected the following Initial Screening Cnteria based on the relevant
performance-based objectives set for the program, namely:
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»  Would maintain or improve the overall quality’ of healthcare

This is assessed by consideration of:

o The specific discrete indicators listed in the healthcare methodology;

o The sufficiency of healthcare provision; the size of any gaps between supply and
demand for healtheare; and the overall impact on weighting times in a Study Site;

o The level of workload at any facility compared to workload thresholds. Quality
concerns may also occur if it is assumed that the VA would contract with a non-VA
provider for particular types of healthcare and there is no current proven healthcare
provider of the required services within a particular location. In this case
assumptions may need to be made about the likelihood of such a provider emerging.
Any BPO that relies upon patient care being provided by third parties, where no
such provision currently exists would fail this test unless there is a compelling
reason for Team PwC to consider that there is a high probability that such services
will be provided when they are required.

»  Would maintain or improve overall access to healthcare
This is assessed based on the access to healthcare assessments healthcare. Any BPO
that results in a significant increase in average access times for either primary, tertiary
or acute healthcare or cause a access to fall outside VA access guidelines would fail this
test.

*  Would result in a modernized, safe and secure healthcare delivery environment that
is compliant with existing laws, regulations, and VA requirements
This is assessed by consideration of the physical environment proposed in the BPO and
any material weaknesses identified in the VA’s space and functional surveys, facilities
condition assessments, security assessments and seismic assessments for existing
facilities and application of 2 similar process to any alternative facilities proposed. Any
BPO that does not have the potential to achieve and sustain an overall weighted facility
assessment score of at least 4.0* would fail this test,

*  Has the potential to offer a cost effective use of VA resources
This is assessed as part of Team PwC’s initial cost effectiveness analysis. Any BPO
that does not have the potential to provide a net present cost of 110 per cent ° or less
than the net present cost of the baseline option would fai! this test.

BPOs that pass these tests are then subjected to a2 more detailed assessment.

3 Quality includes clinical proficiency across the spectrum of care, safe environment and appropriate
facilities

* Tearn PwC view is that this should be at least 4.0 as a long term objective, but we understand 3.0 was the
level used in CARES Phase 11.

5 This banding is designed to take account of the level of accuracy of the Stage I cost estimates In addition,
there may be occasions where additional costs are acceptable, for example to ensure access and quality
continues at an accepiable level, VA please advise.
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Discriminating Criferia

Team PwC will utilize evaluation criteria called “Discriminating Criteria”, to discriminate
among BPOs that pass the Initia]l Screening test described above.

Team PwC has reviewed these criteria and based on discussions with the VA HQ Cares
team proposes to use the primary criteria and sub-criteria Discriminating Criteria set out in
Figure 2.3.

 Discrimivating Cxitepig- .00~ - " . T R
Primary Criteria Sub-criteria
Healthcare Quality | = Quality of medical services

* Meeting need (size of gap)

| = Modernized safe bealthcare delivery environment

* Primary care services

» Acute hospital services

» Tertiary care services

Making best use of | = Cost effective physical and operational configuration / net

VA resources present life cycle cost

Level of Investment Required

Maximizes Re-use potential of VA owned sites

Healthcare Access

Base of * Ability to maintaio uninterrupted care
[raplementation® * Riskiness of BPO implementation

Ability to Support | * DoD sharing

wider VA programs | * One-VA Integration (VHA/VBA/NCA use of locations)

Special Considerations

—

Figure 2.3 Discriminating Criteria

In addition, Team PwC will provide the VA with a commentary of the inputs received from
the Local Advisory Panels and Stakeholders during Stage 1 on their support for or concerns
with particular BPOs. Team PwC understands that such inputs will be used to inform the
Secretary in his process 1o reduce the number of BPOs to the final up to 6 BPO to be
studied 1n Stage 11.

Appendix 2.1 provides further details of these criteria and Sections 2.3.4 and 2.3.5 provide
details of the assessments to be made on BPOs during Stages I and 1l respectively.
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2.3.4. Stage I Assessment, Selection of Suggested BPOs and Key Outputs

The purpose of the Stage T assessments is to provide the VA leadership with sufficient
analysis to enable them to select up to six BPOs that will be studied in more detail. This
section sets out how the relevant inputs of Team PwC study teams and stakeholders will be
integrated into a single assessment and report of options developed for each study site.

Stage I BPO Assesgment and Pocumentation process

Under the direction of the
Team PwC study site

Stage 1 - Flow of information and assessments for Business Plan Options

Leader, Team PWC I (S NSRTI R RTRTS T IR RCQRNTUT (19
members will complete _
Stage I Option Development C eat Inventory x

and Agsessment activities at
each study site as follows
(additional detail 18
provided in  subsequent
chapters).

As indicated in Figure 2.4,
Team PwC study teams will
integrate their study work
into:

a) the 1nitial implementation
planning & nisk analysis;

Vacant Land, Bulld{ogs and
Space within Buildings x
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INUCIAL OPTION ASSESSNIENT AND DOCUMENTATION

and

b) rheAmmal life-cycle cost

analysis. INFEOVL LIEY-C N CLE COSE EEELCTIN ENESS ANALY SIN
These analyses will be '

completed fOI’ each Bpo SCALRTMOIDER AND O AC SININORY PANET RESFONSEN

developed by Team PwC | FIGURE 2.4 —Inputs to the Stage I assessment
and for any Altemative

BPOs requested by the Local Advisory Panels.

The results of the study team analyses will be consolidated with the results of the initial
Stage I assessment, described below, into a single document that describes the Baseline
and Alternative BPOs developed and summarizes the results of the Stage I assessment.

A summary of the BPOs considered and the results of the Team PwC Stage I assessment is
to be provided to the Local Advisory Panels for discussion with Stakeholders at the second
Local Advisory Panel meeting. Issues and concerns raised by Stakeholders at this meeting
are to be analyzed by Team PwC and summarized for public record. At the request of the
Local Advisory Panel additional BPOs may be developed and analyzed by Team PwC
following the meeting. The results of these analyses will be combined together with a
summary of Stakeholder feedback received into a single document together with the results
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of the finalized Stage [ assessment. Appendix 2.B provides an example of the output
expected from this Stage I integration for a study site.

The Stage I assessment follows all the steps setout below and is completed prior to the
Second Local Advisory Panel meeting. The Final Stage I Assessment modifies the Initial
Stage [ Assessment to take account of feedback received from Stakeholders and any
additional BPOs analyzed.

Team PwC site teams will conduct the Stage [ assessment of all the BPOs developed, that
pass the Initial Screening, against the critena listed in Appendix 2.A and in accordance
with the methodology set out below. This assessment will be reviewed by the Team PwC
Scoring Panel and the relative merits of each BPO at 2013 and 2023 compared to both
current performance and the Baseline BPO.

The following grading system will be used for the Stage [ assessment:

» Better The BPO has the potential to provide a slightly improved quality of
healthcare or better access than the Baseline BPO

* Same The BPO has the potential to provide materially the same quality of
healthcare or level of access as the Baseline BPO

» Worse The BPO has the potential to provide a slightly lower quality of

healthcare or reduced access than the Baseline BPO

It will be for the Team PwC site ieam leaders to facilitate the discussions with the Team
PwC Scoring Panel regarding what Significantly Better and Significantly Worse means at
their pacticular study site.

The results of Team PwC’s financial and cost effectiveness analysis will be converted into
graphical form, utilizing the following grading system:

AN I g RSO SEESU) ASUREE 4 . 1
The BPO has the potent1a1 to prowde 51gmﬁcant recurnng operating cost
A savings compared to the Baseline BPO (>15%)
The BPO has the potential to provide significant recurring operating cost
M savings compared to the Baseline BPO (10%-15%)
The BPO has the potential to provide some recurring operating cost savings
A compared to the Baseline BPO (5%-10%)
The BPO has the potential to require matenially the same operating costs as
i the Baseline BPO (+/- 5%)
J | The B_PO has the potential to require slightly higher operating costs than the |
Baseline BPO (5%-10%)
KNP The BPO has the potential to require slightly higher operating costs than the
Baseline BPO (10%-15%)
IRE The BPO has the potential to require slightly higher operating costs than the
Baseline BPO (>15%)
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N AR TR RS :
NTRNIN Very si gnﬁcant 1nvestment reqmred rclatlve to the Basehne BPO (e g >200
percent)
U Significant investment required relative to the Baseline BPO (e.g. 120 - 200
percent)
Similar level of investment required relative to the Baseline BPO (+/- 20%
j of Baseline)
Reduced level of investment required relative to the Baseline BPO (40-80%
M of Baseline)
AN | Almost no investment required

AV

o L-
BB SN

High demolmon/clea.n-up costs with 11tt1e retum ant1<:1pated from Re-usc
- No material Re-use proceeds available

Similar level of Re-use proceeds compared to Baseline (+/- 20% of
* Baseline)

Higher level of Re-use proceeds compared to Baseline (e.g. 120 — 200
Ll percent)

Significantly higher level of Re-use proceeds compared to Baseline (e.g.
PP 200 percent)

No cost avmdance Opportumty
A Significant savings in necessary capital investment in the Baseline BPO
ARAA | Ve 31 ificant savings in essential capital mvestment 1n the Basehne BPO
AR T R D A A B 2
KRN Very SIgmﬁcantly higher Net Prcsent Cost relative to the Baschne BPO
(>1.15 times)

I Significantly higher Net Present Cost relative to the Baseline BPO (110 -
115 percent)
Yy Higher Net Present Cost relative to the Baseline BPO (105 ~ 109 percent)
' Similar level of Net Present Cost compared to the baseline (+/- 5% of
i | Baseline)
A Lower Net Present Cost relative to the baseline (90-95% of Baseline)
Significantly lower Net Present Cost relative to the Baseline BPO (85-90%
~ of Baseline)

ANA Very significantly lower Net Present Cost relative to the Baseline BPO
(<85% of Baseline)

Team PwC anticipates also providing a commentary on each of the qualitative and
quantitative factors, drawing attention to particular facets of the particular assessment that
Team PwC considers material to the selection of the short-listed BPOs for study in Stage [1.
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Based on this initial assessment, Team PwC is required to provide the VA with its
suggestions as to which of the BPOs developed during Stage I, are considered the more
likely to achieve the VA objectives for the program and the reasons for their selection.

Team PwC will base this decision on the results of the following measures:

* Does the BPO maintain or improve overall healthcare quality and access to care; if no
then the BPO would most likely not be selected.

= Remaining BPOs would then be assessed based on their relative potential to provide
overall cost effectiveness over the 30-year assessment horizon.

»  BPOs with the highest potential and lowest overall 30-year cost would be the BPOs
most likely to be one of the up to 6 BPO suggested by Team PwC for further study.

In rendering the suggested options, Team PwC will consider “ease of implementation” of
particular BPOs (e.g., the ability of the VA to continue to provide uninterrupted care,
rskiness of the BPO and its implementation and the accuracy of the costs and other
assessments) and their overall credibility, given Local Advisory Panel reactions and wider
stakeholder concermns.

44«1« Very attractlve _ hlghly hkcly tooffer. asoluhon' tbat 1mpr0ves quahty&
and/or access compared to the baseline while appearing significantly more
cost effective than the baseline

A “Attractive” - likely to offer a solution that at least maintains quality and
access compared to the baseline while appearning more cost effective than the
baseline

- Generally simjlar to the Baseline

7 Less “attractive” than the baseline - likely to offer a solution that while

maintaining quality and access compared to the baseline and appearing less
cost effective than the baseline

W | Significantly less “attractive” — highly likely to offer a solution that may
adversely impact quality and access compared to the baseline and appearing
less (or much less) cost effective than the baseline

Team PwC anticipates not recommending any BPO for further study that is graded worse
overal! than the Baseline BPO.

Appendix 2 B provides an example of a Stage I report outline for a study site. This report
will be supplemented by outputs from the relevant study teams’ findings (Healthcare,
Capital Planning, Re-use) as appropriate.
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2.3.5. Stage II Assessment, Selection of 2 Recommended BPO and Key Outputs

The objective of Stage II is to provide VA senior leadership with a recommended BPO
identified by Team PwC based on an objective analysis and comparison of the selected
BPOs applied consistently across BPOs at each site.

The Stage 1] Assessment involves a more detailed development and analysis of BPOs
against the criteria listed in Appendix 2.A, including more engagement with Local
Advisory Panels and Stakeholders to ensure concerns are identified and addressed in
refinement and completion of BPO development.

Further consideration of specific issues include:

* Location and/or grouping of services to optimize service delivery

= Refinement of BPOs to address specific access concerns

» Refinement of BPOs to address specific quality issues

= Capital planning / Re-use utilization of sites/facilities

= Transition and implementation issues, risks and mitigation strategies

* Impact on VA human resources and mitigation strategies

= TImpact on VA research & education and mitigation strategies

* Impact on local communities

» More detailed/more complete financial assessment, including sensitivity analysis,
using outputs from more detailed healthcare, capital planning and Re-use planning
studies

» Continued engagement with Local Advisory Panels and Stakeholders to ensure
remaining concerns are identified and considered in the refinement of each BPO.

*  Application of uniform mathematical techniques to compare and evaluate BPOs,

* Identification of recommended BPO and documentation.

The Stage II BPO assessment will follow a similar process to the Stage I assessment,
except it would be conducted at a more detailed level and with more factors considered.
Appendix 2.A provides a full listing of the criteria to be used in this assessment. Appendix
2.D provides details of the anticipated Stage II Assessment outputs.

Application of Standard Technigues to Compare and Evaluate BPOs and Selection
of Recommended BPO

Overview

Stage 11 ultimately involves Team PwC providing the VA with a recommended BPO and a
business plan to support it. The selection of a recommended BPO by Team PwC involves
the use of an approved scoring and evaluation process. This process involves:

»  The assessment of each BPO by Team PwC site Teams against the assessment criteria
listed in Appendix 2.A. Such assessments are likely to involve consideration and
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scoring of a range of sub-factors using quantitative assessments where possible to
reduce subjectivity.

* The results of these assessments to the Team PwC Scoring Panel who will evaluate all
BPOs on a common basis and score the options on a pairwise basis for cach of
Discriminating Criteria listed in Section 2.3.3).

» The results of these scores will be input into the Team PwC Decision Support Tool
(described in Appendix 2.C), which utilizes these scores and the nationally defined
relative weightings discussed below to determine a total score for each BPO at each
study site. As noted above, the BPO with the highest total score as the BPO would most
likely be the BPO that Team PwC will select as recommended BPO for the Study Site.

*= Team PwC documents the scoring procedure and presents the results to the Local
Advisory Panel (Meeting 4), during which the Local Advisory Panels are to secure
Stakeholder feedback on the options developed and assessments made.

» Team PwC completes its final assessment and documentation of BPOs, incorporating
Stakeholder feedback as secured from the Local Advisory Panels, to complete the draft
Business Plan for each study site (see Appendix 2.D).

= A draft Business Plan for each study site is provided to the COTR for review and
ultimately submission and presentation to the VA/CIB for acceptance and refinement
to be the final Business Plan for each study site.

Establishing relative weightings for Discriminating Criteria

Team PwC’s technique to compare BPOs involves the use of weighted criteria and
pairwise scoring of a range of assessment criteria (These are described in Appendix 2.C.)
A key stage in this process is the establishment of relative weightings for both the Primary
Discriminating Criteria and the Sub-Criteria listed that are used for the comparison of
options.

Team PwC are to use the following Primary Discriminating Criteria for comparing BPOs:

= Healthcare Quality

* Healthcare Access

«  Use of VA resources

* Ease of Implementation

*  Ability to support VA programs

* Impact on VA and the community

Under each of these Primary Discriminating Criteria are sub-categories to ensure that the
assessment can be broken down into various components to better define key components
in decision making. Examples of these subcategories are modemization, safe and secure
healthcare delivery environment; access to acute hospital services; level of investment
required; ability to provide uninterrupted care; impact on VA human resources; one-VA
Integration; concerns of subgroups of stakeholders. As also indicated in Figure 2.3, each
Primary criterion will have at Jeast 3 sub-categories.
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Team PwC is aware that the VA utilizes Expert Choice™ in its Capital Investment
planning decision-making processes and has established criteria and weightings between
them as well as a scoring methodology for prioritizing and ranking its capital investments.
In discussions with the VA it has become clear that the weightings used by the VA 1in its
capital planning processes may not be appropriate for these studies.

As with the process used for the creation of the Capital Investment Weightings, VA
decision makers will need to be walked through a set of pairwise comparisons where they
will be asked to compare the Discriminating Criteria for their relative importance to the
VA®, For example, leaders may be asked to compare a goal (one of the Discriminating
Criteria) to "improve cost effectiveness” to a goal for "improving access" to determine
which contributes more to the achievement of the CARES objectives. As with the Capital
Investment Weightings process, decision makers would then be asked to discuss their
positions with others; sharing what they do and do not know and their stakeholder priorities.
After discussing the priorities, decision makers could change their votes. Subsequently,
they may be asked to compare Net Present Cost (“NPC”) to "Quality” and then Quality to
Access. The VA’s Expert Choice software (or the Team PwC Decision Support Tool)
could then be used to establish weights for each of the Discniminating Criteria. These
weighted criteria are then used to rate BPOs for their relative contributions to achieving the
CARES Objectives.

The VA is providing Team PwC with guidance on the relative importance of criteria that
will be utilized by Team PwC in assessing ‘trade off” decisions as they evaluate credible
Business Plan Options. The following process is being utilized:

a) A panel of VA Senior Leaders drawn from representatives of the CIB and
augmented by field clinical senior executives is charged with reviewing the
Primary Discriminating Criteria and will utilize 2 tool developed by Team PwC
(Refer to Figure 2.3) to compare the relative importance of the criteria (A versus B).
The panel’s recommendations will be sent to the Secretary as chair of the CIB for
confirmation.

1. The collective responses of the VA panel will be utilized to establish the
relative importance of each criterion to one another.

2. The results of these comparisons will determine the relative weighting assigned
to each criterion. ‘

b) The panel’s second task will be to evaluate the proposed assignment of
subcategories (Refer to Figure 2.3) and determine if Team PwC’s listing
encompasses all areas to be considered.

1. The collective recommendation of the panel will be utilized to assign the
subcategories.

6 This approach has drawn heavily on case study prepared by Expert Choice, Inc. (see
http://www.expertchoice.com/customers/va/va-automatic consensus.htm)
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2. The VA Panel will then utilize a Team PwC developed tool to establish the
relative importance of one subcategory over another subcategory, Thus
establishing the relative importance of the various elements within the
discriminating criteria.

¢) The panel’s final task will be to establish guidance regarding trade off decisions
when the final Business Options are considered.

1. Team PwC has developed and provided the VA with a suitable array of pair
wise of choices.

2. VA’sresults will be taken into consideration by the PwC Scoring Panel, but the
panel may or may not choose to adhere precisely to the VA’s guidance thus
allowing for an independently derived decision.

d) Simultaneous review by Team PwC Scoring Panel

1. Team PwC has established an Advisory panel that will assist them in evaluating
the various options. This Advisory Panel will also independently complete the
steps in ¢)2. above, utilizing their industry expertise for the subcategories only.
The relative importance of the discriminating criteria ¢)1. above will remain
with VA.

2. The variation if any, in the inclusion of subcategories and the relative weighting
of these between the two panels of experts will be identified by PwC and
brought to the VA panel for consideration. This provides the VA the ability to
constder an outside and independent objective opinion based on industry
practice. The VA panel then will make the final determination of appropriate
weights.

Once the relative importance of each discoiminating criteria is identified a relative
weighting system will be utilized by PwC in the BPO comparison and selection process.
It is Team PwC’s assumption that the VA will provide such guidance and relative weights
before the commencement of Stage 1I. Team PwC therefore requests that the VA provides
clear guidance on the relative importance of the assessment criteria and the trade-offs that
can be made between criteria. It is not possible for Team PwC to complete its Stage I BPO
comparison methodology until this guidance is completed. Team PwC will work with the
VA CARES team to establish appropnate guidance for its study teams on the relative
importance and trade-offs between these criteria, with a goal to have these agreed before
the end of Stage I.

Examples of potential trade-offs include:

» IfBPO A offers the same quality and significantly better cost effectiveness than BPO B,
but marginally worse overall access than BPO B, does 1t rank higher than BPO B?

= JfBPO A offers the same access and significantly better cost effectiveness than BPO B,
but marginally worse overall quality than BPO B, does it rank higher than BPO B?

= If BPO A offers the same access, quality and greatly improved overall cost
effectiveness as BPO B, but requires 2 substantial investment in a new facility in early
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years - does the need for this significant investment in early years affect the comparison
of BPOs?

* IfBPO A involves the consolidation of two facilities into a single facility and each of
the current facilities have long standing relationships with Affiliated Medical Schools,
leading to it only being possible to continue with one of the Affiliated Medical Schools
if the BPO is implemented; whereas BPO B retains both facilities, however at a much
higher overall cost, which BPO ranks higher all other things being equal?

Team PwC will utilize the Team PwC Decision Support Tool to conduct a scoring process
similar to that used by the VA in its Bxpert Choice™ tool to score BPOs apgainst key
criteria, then rank BPOs based on allocated weighting factors.

Team PwC proposes to score the BPOs using the Team PwC Scoring Panel, which is a
facilitating panel drawn from a combination of SMEs across Team PwC’s national team
leadership and advisors. The panel’s score for a critericn becomes the score used for the
BPO with any dissenting panel votes noted.

To test the robustness of the BPO comparison completed, Team PwC assesses the
sensitivity of the BPO comparison to key assumptions (like the volume of utilization) used.

Meeting four with the Local Advisory Panel occurs towards the end of Stage II. This
meeting offers the Local Advisory Panel and Stakeholders the opportunity to review Team
PwC’s detailed BPO assessments and the basis for Team PwC’s selection of a
recommended BPO. This meeting provides the Local Advisory Panel and stakeholders
with the opportunity to provide comments as they consider fit. Any such comments will be
faithfully recorded and included in the Draft Business Plan.

OVERALL STUDY RESULTS

Team PwC will provide a Stage I interim report and presentation that:

*  Summarizes 2003, 2013 and 2023 healthcare workload (demand) and trends

*  Summarizes current provision of care and gap or surplus of capacity and space
resulting from health-care need projections

»  Provides details of a “broad range of ¢redible BPOs”

»  Provides “high level” assessment of each BPO as to potential to meet or exceed the
screening criteria and relative merits of BPOs

= Summary feedback received from Local Advisory Panel and Stakeholders about the
BPOs developed

»  Summary of Teamn PwC’s views on the “pros” and “cons” with implementing BPOs
(including any particular trade-offs that need to be or could be made)

*  Provide Team PwC’s suggestions on the BPOs that should be studied in Stage I1

Appendix 2.B provides an example of the type of output anticipated.
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In Stage 1, Team PwC will provide the VA with the outputs listed in this and the other
methodology Chapters. Many of these outputs will be condensed into a single Business
Plan for each site. Appendix 2.E contains an example contents page for one such business
plan.

In addition, Team PwC will conduct briefings and provide briefing materials for both VA’s
and Local Advisory Panel’s use and for presentation of BPOs at stakeholder and/or Local
Advisory Panel meetings.

Team PwC’s key deliverable in Stage 1l is a business plan with up to six BPOs at each site
that describes the location of services, capital infrastructure required, and Re-use potential.
Team PwC’s business plans provide an objective independent external analysis and BPO
formulation process. Team PwC’s business planning process incorporates financial,
economiic, bealthcare trends and data in the development of business plans. Moreover, we
include stakeholder input in the development of business plans. Another key aspect of the
Team PwC business plans is the inclusion of strategies for managing the transition of care,
if applicable. The business plans assess the feasibility, cost effectiveness, quality, location,
and best use for property. As CARES has a wide array of stakeholders, Team PwC’s
stakeholder management methodology provides a mechanism to incorporate the views of
the various and diverse stakeholder groups. For instance, while developing the plans, we
evaluate and consider the impact on VA employees while assessing the impact of another
stakeholder group.

Each Business Plan and site specific presentation is prepared under the direction of the
Team PwC Site Leader with direct inputs from the relevant technical study teams and
coordination with VACQO, VISN staff, and Team PwC national resources.

The business plans and presentations are designed to effectively communicate the findings
of the study work to a wide range of audiences. As such business plans and presentations
will be prepared in a standardized format, provided by Team PwC’s communications
experts and will be reviewed prior to issue by the same communications experts. Team
PwC anticipates being required to condense complex 1deas and difficult issues into
relatively simple messages.
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3.1. SCOPE AND PURPOSE

The objective of the Healthcare Delivery Study is an assessment that will result in the
determination of the type and volume of services needed for 2013 and 2023 and the best
location for these services balancing access, cost, quality, reuse potential and considers
the stakeholder input. This assessment includes the currently available health care
services in the study area, emerging practice and technology trends, and the current and
projected enrolled veteran population characteristics and utilization impact on future
service neegs. This assessment will lead to the determination of the array of services
needed and the best location for these services based upon a technical analysis of access,
guality, maximized re-use potentigl of the site, cost effectiveness, and the consideration
of stakeholder input.

Starting with the previous CARES planning assessment, the Secretary’s CARES
Decision, the updated health care utilization and enrollment projections, and additional
expertise Team PwC brings, the Healthcare Delivery Study will examine the study site’s
population current and projected service utilization pattern which includes patient origin
data, geographic locations and current clinical inventory. Local community and
neighboring VHA facility service inventories will be considered as well as factors that do
and will impact service needs and future availability.

Once this in-depth assessment of capability, need and availability is done, Team PwC
will determine the volume and mix of services needed, and where to place those services
balancing cost, quality, and re-use potential of VA owned sites. The VA has identified
the clinical service categories. i.e., CARES Implementation Categories (CICs), which
will be used for analysis.

An overview of the healthcare delivery study is shown in Figure 3.1. Each study will be
performed in two primary stages. Stage I will result in the presentation to the VA of a
multitude of feasible options. The VA will then select between three and six options for
further refinement in Stage II.  Stage II will then focus on further refinement and
development of those selected options. The study will take into account the needs of the
enrolled veterans in terms of ease of access, quality of care, and costs of services,
facilities, and equipment. Concems and input of stakeholders will occur with public
comment during the Local Advisory Panels process and through other written and
electronic communication channels. Significant collaboration across stakeholders, the
VA, and Team PwC members focused on Capital Planning, Financial Analysis and Re-
use will occur in developing the options.
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VA Healthcare Methodology Workflow Diagram
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Figure 3.1 — VA Healthcare Methodology Workflow Diagram
EOS = Enhancement of Services
CoC = Continuity of Care
R&E = Research and Education
HR = Human Resources

3.1.1. Stagel & II Option Development Overview

Stage 1 and 1I analyses involve collecting and analyzing information as described in this
Section. This input will support the analysis and development of options and focus on
the following areas;

« Climical Analysis — healthcare workload (utilization), enrollment projections, patient
origin, clinical inventory, quality of care, enthancement of services; continuity of care;
impact of neighboring VA facilities and community health; and, patient care issues

» Research and Education — potential detrimental impacts to existing research and
education programs

» Human Resources — potential impacts to VA employees and contractors

» Operating Costs — changes to the operating costs of providing the needed care
including efficiencies, cost transfers, etc.

Stakeholder input received through the Local Advisory Panel process will be documented
and reviewed. In collaboration across Team PwC (Capital Planning, Re-use, Financial
Analysis and Decision-Making Teams), potential options for the delivery of care will be
identified and presented to the VA. The goal is to develop options that either maintain or
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improve the care delivery to the enrolled veterans. The Secretary of the VA will select
three to six options for further refinement from the Stage I and Stage 11 analyses.

Stage II will involve in-depth refinement of the selected options, The refinement will
involve a more thorough investigation of clinical considerations and assessments of the
impact of changes. This refinement will support the development of a specific
recommendation regarding the delivery of care for each healthcare study site. This will
be done in collaboration with the Capital Planning, Re-use, Financial Analysis and
Decision-Making Study Teams. The final selection of the option to be implemented
remains with the Secretary.

In Stages I and ]I, qualitative and quantitative information will be provided for each of
the above analyses. Where appropriate, the importance of each of these factors will be
identified through a weighting measure. Quantitative information that has a direct
financial impact will be included in the financial and decision-making analyses.
Qualitative information will also be incorporated in the decision making analysis.

3.1.2. Healthcare Options Development

There are several objectives in the development of healthcare options. Ultimately, the
options developruent process will provide the Secretary with sufficient information to
thoughtfully consider any impacts to the delivery of VA bealthcare as part of the
decision-making process during both Stages I and II.

Stage I: Options Development

During Stage I, conceivable and credible options for meeting the required workload and
clinica) inventory levels will be developed. This includes input from the Local Advisory
Panel and stakeholders (for public comment) without limitation on the number of
potential options. Stage [ options will be sufficiently detailed to meet the workload and
clinical inventory requirements should the option be carried forward into detailed
business planning in Stage II. A Stage I Option is defined as at least one of the
following:

One or more CIC’s workload is moved to a new location

One or more CIC’s workload is contracted

The existing VA facilities are replaced, either on the existing site or a new site

A Baseline Business Plan Option where no change to services is contemplated and
the site is “right sized” to align with future needs and best use of buildings and land

The intent of the Stage I format is to have a format that can be reproduced consistently
across all study sites and clearly demonstrates the nature of change to the location and
size of clinical services indicated by the option. Figure 3.2 is the graphical presentation
format that will be used. Supporting detailed data will be available, but during Stage I in
particular, the graphic presentation will be the principal discussion method.
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Data Analysis

‘ I'w C azuevestion
and tduses I

Screening for
“credible” Options

S —

Figure 3.2 — Option Development Overview

Figure 3.2.A depicts how this development matrix will be used to develop option Q in
Stage I.

Jado N e . ﬁ_ " ok n S L e 5 - acnst
VA Owns Coniractor Qwos
Contractor Qporates Contraclor Operates
' >
Psych :

[— - - }
VA Owng + Operates: Domlotliary Conbactor Qwns !
RENOVATE an Site o VA Operates |

S < "X 5 { et /T A TN e - bUNL.\-bJ

Figure 3.2.A — Example - Option Development

Figure 3.2.B depicts how this development matrix will be used to develop option Z in
Stage .
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. RENOVATE op Site e YA Operates

Figure 3.2.B — Example - Option Development

The Stage I options will be created considering several sources:

« Direction from the Secretary as stated in the Statement of Work. The Secretary has
clear intentions to explore certain options at each site, and these will be created based
on that direction

« Input from public comment during the first Local Advisory Panel meeting

» Analyses from the Healthcare Studies. Based on the initial workload and inventory
data work in Stage I, additional ideas may be identified from any of the following
opportunities:

o Consolidation of services, particularly those that fall below VA clinical and/or
space thresholds

o Relocation of services to improve access (drive time)

o Relocation of services to enhance continuity of care (quality medical care)

o Contracting or otherwise jointly providing care with other Federal and municipal
agencies

o Contracting or otherwise jointly providing care with private entities

Significant time will be provided for the public to provide ideas or suggestions. These
ideas will be documented and considered for inclusion in the options inventory.
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Transmittal of Stage I Options to Capital Planning, Finance, and Re-use Study
Teams

Capital Planning, Finance, and Re-use Study Teams will be provided the following inputs
during Stage [, approximately one week after completion of the workload and clinical
inventory analyses:

= A summary graphic as illustrated in Figure 3.3
» A supplementary data appendix illustrating the allocation of workload and mventory

per option
JIEALTHCARE METHODOLOGY - Stoge I Opflon Worklond AHocationt
TA(s tuble skows the disiribution of worklpud by slte
VigN: Sample
Sianion: VAMC A~
Sub-Starhoa: N/A 2023 WORKLOAD ALLOCATIONS BY LOCATION
Plaszing 5
acm, Stops from  Datx: b a < fFK » Tota! AB
Acstulatory: Correlated VA Planning  Factered 5 > e B Allocated | Workloed
Cardiology DSS Siop Codes Koy Space Drive | Cule Stops X N § j Worldosd |  Met
TOTAL __ [ALL CIC STOPS : 8340 5036 - 13376 Yo
Azsupiptions:
|A] VAMC B i w0 provide invis rdsology (stop codes 311, 333) and axsacisted pon-isvasive testing (197, 303, 334).
(B} CBOC A s 3 new CBOC 10 addres: paticut wail umc issucs, Locason to be dagmined.
Pariion of stop codes 107, 334 to follow resllocztion of slop code 303 workload.
" - lacluding DoD

Figure 3.3 — Example of Workload Allocation by Site
Assembly and Presentation of Stage I Options

In preparation for the second Local Advisory Panel meeting, Team PwC will aggregate
the options into a single presentation document. For each option the following will be
presented in the document:

» A summary graphic of the options, by CIC, if appropriate

= A supplementary data appendix illustrating the allocation of workload and inventory
per option

» A concise narrative summary (see Illustration 1 below) of considerations for each
option as developed by each of the Stage I healthcare analyses including, but not
limited to:
o Access
o Quality
o Cost
o Research & Education.
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Illustratlon 1: Sampl;eNarranve Summary of Stage [ Optlons

P ThyalgativeMeasnre. | . Swipmiary Comments o Qpfion:A
Access Opnon A will likely improve drive time
access for primary and acute care. Access
for tertiary care is not likely to be
impacted. Specific quantitative proof of
these findings will be made during Stage 11

if Option A selected for further analysis.

Quality Option A maintains or improves quality for
al] Stage ] measures.
Cost Option A is significantly more expensive

than the Baseline in capital cost. However,
operating costs should be significantly
improved. These factors will be further
guantified during Stage 1T should Option A
be selected for further analysis.

Research & Education Option A does not appear to have
significant impacts on research. However,
the teaching relationship with Affiliate
School “B” will be impacted as the Option
requires relocation of teaching clinics.
Mitigation strategies for this impact will be
articulated in Stage II should the option be
selected for further analysis.

Continuity of Care Option A improves the co-location of
comparable services and should improve
continuity of care for enrollees.

Team PwC will receive and document all public comments as submitted during Local
Advisory Panel meetings. Significant interaction with the findings related to the
Healthcere Study, Capital Planning and Re-use will occur to develop the potential
options.

Stage II: Detailed Option Development
[n Stage II, the VA Secretary will select three to six options for further development.

Team PwC will update and enhance the healthcare methodologies as described in each
section of this document for each option that has healthcare delivery implications.

3.2. APPROACH
3.2.1. Workload Analysis

The purpose of the Workload Analysis is to document the amount of healtheare services
required by the enrolled veterans and allocate that workload to existing or new facilities
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or locations. The workload analysis will be a key input for the costing, access, quality,
human resources, and capital planning and re-use work.

Methodology

Using current and forecasted workload, Team PwC will determine the array of services
and quantity of workload to be recommended at reorganized sites based on VA and
industry standards for safety, ‘quality and cost effective delivery of care. The options
presented will include an appropriate method to provide care for each option, at each site
— such as in-house delivery, contracting or sharing agreements.

The units of measure used to define workload for the VA list of CARES Implementation
Categories (CICs) are as follows:

» Inpatient services. Inpatient service workload shall be measured by beds. Beds are
calculated by:
o Dividing Bed Days of Care (BDOC) by 365 to yield Average Daily Census
(ADC)
o Dividing ADC by the appropriate occupancy factor (generally 85% or higher) to
yield bed need

» Ambulatory Services. These are services delivered to enrolled veterans in a clinic
setting or outpatient setting (which may or may not be located at the hospital) such as
a Cardiology Clinic. The workload measure for these services is “stops”. A stop is a
visit to a clinic or-service rendered to a patient

In assembling the workload data, Team PwC, with support from the VISN and VSSC,
will complete five sequential tasks.

Task 1 - Team PwC and the VISN site team will pull relevant market data using VA data
resources (VA Planning Data Cube). In all cases, we assume the data will be pulled at
the Market level, sorted by station (VAMC) and sub-station,

Task 2 — Team PwC and the VISN site team will each pull 2003-2023 workload data
from VA data sources:

= Formost CICs this is the VA Planning Data Cube

» Some special needs services workload (Spinal Cord Injury, Blind Rehabilitation
Center, Domiciliary, and Traumatic Brain Injury) workload will be supplied by the
VSSC

= Nursing Home Services workload will be provided by the VSSC

Task 3 — Team PwC and the VISN site team will pull the data for each station in the
study area. For example, in Boston, there are four VAMCs in consideration. Workload
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will be looked at on a site-specific (each Boston VAMC) and site-aggregate basis (total
Boston healthcare study).

Task 4 — As needed, Team PwC will disaggregate 2003 workload by DSS stop code —
utilizing the mapping of CICs to DSS stop codes provided by the VSSC.

Task § — Team PwC will verify data sets with VA Team Leader(s) and site-specific data

coordinators.

Where the site-specific VA staff find the centrally compiled data

significantly varies from the local data, Team PwC will forward those discrepancies to
the COTR for resolution as to which data point to use.

Figure 3.4 shows the CICs. Thus, for each healthcare site, a total of 25 CICs will have
workload data based on approximately 360 stop codes.

CIC Listing

Service Type

CARES Implementation Category

Name

Inpatient

Ambulatory

Outpatient

L

Medicine and Observation

Psychiatry and Substance Abuse

Surgery

Nursing Home

Spinal Cord Injury

Blind Rehabilitation Center

Domiciliary[Note A]

Other Mental Health Inpatient

Cardiology

Eye Clinic

Nou-Surgical Specialties

Orthopedics

Pathology

Primary Care & Related Specialties

Radiology & Related Specialties

Rehab Medicine

Surgical & Related Specialties

Urology

Behavioral Health

Mental Health Program: Day Treatment
Mentzal Health Program: Homeless

Menta) Health Program: Methadone Treatment
Mental Health Program: Menta] Health Intensive Case Management (MHICM)
Mental Health Program: Work Therapy
Mental Health Program: Community MH Residential Care

Note A: Domiciliary workload projections are based on 2 separale forecast model using the at risk »
population and s only forecasted at the VISN level.

Figure 3.4 — CARES Implementation Categories
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Figure 3.5 1llustrates an example of how workload at the CIC level will be collected.
“Factored Stops” means the planning assumption to be used based on reconciliation of
any differences in the planning cube data compared to local VISN data.

HEALTHCARE METHODOL OGY - Porkload
TAly tabda showr tha distribution af workload by coda Ing tha proparilon of volumea by DES Stop Coda remafns corstaut
VISN: Sam
Suation: JAMC *A®
SvbStation: NiA 003 013 223
Plannng Planning
CiC iz, Stops from  Dex: Stopsfrom  Dalx Growah
Ambuletory: Cortslatsd VA Stops frerm  Planning  Fatlased | Siopsfrom  PlannuagDela: | Planning  Factored | Rale 2003
Cudiology DS3S Stop Codes Koy 3poce Drivor | DSSCube  Cube Swops | Phanming Cubs Paclored Stops|  Cube Stops 2023
TOTAL ALL CIC STOPS
107 BKG WA NIA N/A
EVOKED
126 POTENTIAL N/A N/a N/A
203 CARDIOLOQY N/A N/A N/A
3 PACEMAKFR N/A N/a /A
333 CARDIACCATH NA /A N/A
CARDIAC
334 STRESS TEST N/A WA n/A
Sources: St Me e AP T ey gacneen teens Veileagad Bt
Caloylaiad by PwC.
W/A =Not Applicable.
Woto: Infermediate yeacs (2004, 2003, ste) wall be avalable in fall fabls. Not shewn hers for simphoity

Figure 3.5 — Workload data collection tool

The workload illustrated in Figure 3.5 forms the baseline condition for workload. This
baseline is the workload that the VA stations would experience barring any other
changes. In other words, if “nothing changed,” how would workload increase or decline
over the next 20 years based on the demand projections?

The inclusion of DSS level data in 2003 is exclusively for the purpose of supporting the
costing analysis (as described in Chapter 6). Workload by stop code is not and will not
be projected beyond 2003.

Once the baseline workload is established, Team PwC will analyze and determine if some
changes in the 2023 values should be made to reflect:

» Changes in clinical practice (e.g., treating some renal failure patients at home with
low dose Dopamine versus as an inpatient)

= Changes in technology (e.g., fewer open heart by-pass surgery due to increase in less
invasive procedures such as stert placement)

»  Changes in access to care (as measured by wait time; e.g., if for a given service wait
times are not meeting VA standards due to facility capacity constraints, the supply of
service will need to be increased, thus resulting in an additional increase in workload)

These refinements are illustrated for one service in Figure 3.6. All assumptions will be
documented for COTR review and either approval, rejection or modification. Note that
these changes are independent of any question of location. It is simply a refinement of
the projected workload considening clinical practice, technology, and wait times. All
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changes will be forwarded to VACO for approval prior to inclusion in Team PwC's
planning data set.

HEALTHCARE METHODOLOGY - Worklood change based o1 optivns
VIS e
Suron: VAMC "A"
Sob-Suliasy N/A | 2003 2013 2023
Planajrg
Suwps fiom  Daua: Staps from  Suggested Adjuswd
CIC, Amdutatory:  [Cowalated VA Siops fom  Plawsng  Pactored Swps from  Planning Daa- | Plasndng  Alemaic | Qrowih  Growth
Cardialegy DSS Sop Cades DSS Cubo Culn Sops Planaing Oubs  Pactored Siopa Cube Warkload | Row0)-23 Rnwo 03-23
TOTAL __)ALL CIC STOPS § B ol - i e =
107 G [
EVOXED

126 POTENTIAL

303 CARDIOLEGAY

M PACEMAXER

3y CARDIAC CATR

e L R R R LV )
Calcufored by PwC,
N/A = Vot Availshie o GFL
Red Texd - suggesied i anare woddond issumpiion based o3 PwC Analysu, Thisishle kilfusirative showic g whon
the smpLong arx brng made Bnd how they will 2e evacked Indbs dua
Nore. Intermedinlc yeam (2034, 2005, aed will be aviuiadie{s ) tadlz, Nelshowe bere for simpliaty.

Figure 3.6 — Example of Workload Change Based on Data Validation

Stage I: Option Development

In Stage I, the options distribute workload to one or more locations. Some of these
locations will be existing, others new, others potential contracting or shared-service
arrangements. During Stage 1 what is most important 1s that all workload to be
accommodated is distributed.

Figure 3.7 illustrates one conceptual allocation of workload for one CIC in Stage [.

HEALTHCARE MBTHODOLOGY - Siage 1 Opsion Workload Allocattons
This rable shows the distribution of workloud by site
VISN: Sample
Stadlon: VAMC “A¢
Sub-Sation; N/A 2023 WORKLOAD ALLOCATIONS BY LOCATION
Plaoning g
cICH, Stops from  Data g a < E Toul Aft
Ambulatory: Corrolated VA Plarmng  Factored 3 = g & Allocated | Workload
Cargiology DSS Stop Codey Koy Space Driver Cube Siops g g % 8 Warkload Me?
TOTAL _ |ALL CIC STOPS - 8.340 3,036 - 13.376 Yeas
Assumptions:
(A} VAMC B conti 10 provide i ivo cardiology (nop cades 311, 33)) ard assoclated non-mvasive testing (107, 303, 334).
{B) CBOC A s a nzw CBOC 10 address pabient watt hiois issucs. Location o be delermined,

Figure 3.7 — Allocation of Workload by Location in a Sample Option

[t is important to note that in Stage ], the precise location (at a ZIP code leve]) of CBOC
A in the example above is unknown. During Stage II, this location level will be
specified. In Stage I, the above level of cutput (as applied to all 26 CICs) will allow:
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= The Capital Planners to identify major capital cost implications, aggregate space
requirements, and subsequently inform the Re-Use Study Team of potential portions
of a given site available for alternate use

» The cost analysis in the healthcare methodology to identify, at a high level,
implications for increased or reduced costs associated with:

Absolute increases/decreases in volume

o Distnbution of volume

o Potential new contracting costs

o Potentially eliminated contracting costs

o]

= Consideration of future opportunities to potentially share resources and services with
other non-VA providers, such as DoD, municipal providers, or the private sector

Lastly, this format of analysis assures the entire team that no workload is “lost” in the
options — we will be able to track the allocation of all workload across the variety of
potential locations and, as illustrated in the Figure 3.7, be certain that all workload
requirements are being met.

Stage II: Detailed Option Development

In Stage II, the Secretary-selected Business Plan Options distribute workload from the
Market to one or more locations with an additional level of specificity. As in Stage I,
some of these locations are existing, others new, others potential contracting
arrangements. The main differences in workload allocation in Stage II will be:

= Specific identification of location for new facilities, either VAMCs or CBOCs, at the
ZTP code level. We will use the ArcView tool (see discussion of Access preceding)
to assist in identifying the best ZIP codes for the development of new or relocated
facilities

= Consideration of other issues; such as continuity of care, enhancement of services,
and guality in the timing of relocations. While Figure 3.8 below does not illustrate
detailed phasing of the option, workload will be relocated in accordance with the
anticipated physical (or facility) redevelopment and realignment sequence. As an
example:

o Inthe BPOs we will not move workload from VAMC B to CBOC A until either:
* CBOC A js built and ready for occupancy
* An alternative location for the workload moving to CBOC A is available that
meets the required access and guality expectations of the VA such as through
a short-term contract with a non-VA provider
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HEALTHCARE METHODOLOGY - Business Plon Optlon Workload siflocatlons

VISN: Sample
Stadion: VAMC "A"
Sub-Sution: NIA 2023 WORKLOAD ALLOCATIONS BY LOCATION
S
Maoning a3 B

CIC B2, Stops from  Dais: S a < 5 Total All
Asmbulstery: Corratated VA Planning ~ Factored b 3 8 Allocated | Workload
Cardlology DSS Stop Codes Koy Spaco Driver | Cube_ Slops < < 83 8 | wordoad | Me?

TOTAL __JALL CIC STOPS 3,340 3,036 1B376| Ve

Assumptions:

{A) VAMC B continucs 10 provide ipvasive cardiology (s1op codes 311, 333) and nssociaicd non-invazive icsting (107, 303, 334).

{B) CBOC A is a new CBOC to address patient wait (ime ssues. Location will be in ZIP code xxx01 and 18 expected 6 apen Y12,
Portion of s1om codes 107, 334 1o follow realfocation of stop code 303 workload,

Figure 3.8 — Business Plan Option Workload Allocation

The Stage 11 process for workload will not be iterative; the Secretary’s decision of which
BPOs are to be considered will provide clear direction about the distribution of workload
for 2 given study site. The main challenge in Stage II will be to locate any new or
relocated services in the best ZIP code to meet enrolled veterans’ service requirements
and to synchronize such relocations/new service developments with the facility
implementation schedules developed by the Capital Planning and Re-use Study Teams.

3.2.2. Clinical Inventory

The objective of the clinical inventory analysis is to document the key space and service
elements at a VA facility in two ways:

» The number of inpatient beds required by location by CIC (see calculations on
following pages)

= The number of outpatient stops required by location by CIC

» The array of supporting clinical services required by Jocation using the VA’s
inventory matrix, as described in the methodology on the following pages

Team PwC will review cwrrent clinical inventory at each site and detail any resulting
changes for future clinical inventory requirements for all options.

For the eight healthcare studies, space is planned at a high level — basically by CIC or
aggregated CIC, not at a department level as is the case in the Comprehensive Capital
Plans being prepared for the ten non-healthcare study sites. Thus, the level of inventory
detail needed by the Capital Planners and the VA to inform the Secretary as to selection
of an option is substantially less.
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Methodology

Collection of Current Clinical Inventory.

» Bach healthcare study site will complete, as part of the requested GFI (Government
Fumished Information), the appended clinical inventory checklists (Figures 3.C.1 and
3.C.2, appended)

o The completed clinical inventory checklists will represent the services offered at
the relevant VAMCs and CBOCs at present
o This data will form the 2003 clinical inventory for each study site

Calculation of Inventory of Beds Needed

» Team PwC will generate a presentation of the inpatient beds needed by site. This
calculation has the following steps:
o First, the number of BDOCs is distributed by CIC. Figure 3.9 below shows this
distribution
o “Factored BDOC” means the number for BDOCs carried forward as planning
assumptions based on resolution of any discrepancies between planning cube and
local VISN data

HBALTHCARE METHODOLOGY - Bed Dayy of Care

VISN: Sanplo

Swagon: VAMC “A"

Sub-Siarion: N/A 2003 2013 2023
Planniog Planning

CIC M8, Inpatical ) BDOC frorn  Data: BDOC from  Dawm:

Medicine & Corralated VA BDOC rom  Planning  Factored | BDOC from  Planning Dola: | Plaoning  Pactored

Obsarvallon D5S Stop Codes |Key Space Driver | DSS Cube Cobz BDQOC | Plnning Cube Faclored BDOC|  Cube BDOC

TOTAL ALL CIC BDOC

Sources; Satshy antin T FIEIE € VTR B P I el T I,

N/A = Nol Applicable.
Note: Intermediate years (2004, 2005, ce.) will bo avadable in full table, Nol shown here for simplicity.
BDOC = Ded Days of Care

Figure 3.9 — Bed Days of Care Projections

o Next, the BDOCs are translated into an Average Daily Census (ADC), as
illustrated in Figure 3.10. Mathematically this calculation is expressed as
BDOC/365 = ADC

CHAPTER 3 - HEALTHCARE 15749 PROPRIETARY AND CONFIDENTIAL

Y



TeaM PwC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

HAEALTHCARE METHODOLOGY - Avcrage Dally Cersus (ADC)

VISN: Sample

Siation: VAMC A"

Sub-Station: N/A 2003 2013 2023
Plannjng Plaoning

CI1C #18, Inpatient ADC from Data: ADC from Drta:

Medicioe & Conrclaied VA ADC from  Planning  Facrored ADC from  Planning Data: | Planning  Factored

Observation DSS Swop Codes |Key Spacc Driver DSS Cuhe Cube ADC Planning Cude  Froiored ADC Qubc ADC

TOTAL __ |AUL CICBDOC

R P R L | N TEL R T RS TY W P
Caloutatcd by PwC.
N/A = Not Applicable.
Note: Latermediate years (2004, 2005, cte.) will be available m foll tble. Not shown hese for simplicity,

Figure 3.10 — Average Daily Census Projections

Sources:

o Finally, the ADC from the above table is calculated to Bed Need using standard
VA occupancy percentages, as illustrated in Figure 3.11. Mathematically this
calculation is expressed as ADC/Occupancy Percentage = Bed Need. Note that
Bed Need is rounded to the nearest whole digit

HEALTHCARE METHODOLOGY - Bed Necd

VISN: Sanple Occupancy Poresniage:
Stalion: VAMC "A"
Sub-Stotion: NIA 2003 2023
Planning Phanning

CIC 418, Inpatient Data: Deta:
Medicine & Corrolaled VA Cal F
Qbservation DSS Stop Codes |Key Space Driver

TOTAL [ALL CICBDOC |

Sources: AN [T SR T TV TR I HT O T e TR YT L] O R R O
Caleulatad by PwC,

N/A = Not Applicable.

Note: Bed Necd rounded to neatest whole sumber,

Note: Interovediate years (2004, 2005, ete.) will be avaliable in foll ble. Noi shown here for simplicity.

Figure 3.11 — Bed Need Projections

Thus, in Stage I, we will know, by CIC, the number of beds to be operated (in existing,
new or contracted space). In the example above, the VAMC needs to operate a total of
46 Medicine & Observation beds in 2023. This is eight beds less than the number they
need to operate in 2003 (54-46=3).

An illustration of how this 1s allocated per site for the use of the Capital Planners and
other Team PwC analysis is shown below. Figure 3.12 represents an example of an
option where the Inpatient & Medicine Observation are impacted:

» Beds are reduced to 44 at VAMC A (the current site) to achieve a more efficient and
effective operating environment

» During the period of time studied, need exceeds 44 — thus, the VISN contracts with a
community provider for the extra capacity

» By 2023, a jointly operated DoD/VA facility is on-line in the Market. Any bed need
above the 44 available at VAMC A will be met by this facility
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HEALTHCARE METHODOLOGY - Pay Site Allocation

CIC #18, Inpatisnt Medicine & Observation 2003 2013 2023

- | _TOTAL |ALL CICBDOC
VAMC A 54 44 &4
VAMCB . - -
CONTRACTED - 6 -
DoD Pacility A - - 2

Soutces: Govemment Furnished Information ﬁ_

Celculated by PwC.
N/A = Not Applicable.
Note: Rounded to nparest whols number.
Note: Intermediats years 2004, 2005, stc) will be available in full table. Not shown here for simplicity.

Figure 3.12 — Site Allocation of Workload

Note: When this data is transmitted to the Capital Planners there is the potential that the
number of beds planned could differ from that caleulated in Figure 3.11, above. This is
because of operational and design conditions. The example data above is instructive in
this regard. Assuming 46 beds are required, one could reasonably expect the Capital
Planner to develop a plan for exactly 46 beds. However, in operations, it is extremely
rare to find a 46-bed Inpatient Medicine & Observation Unit. Thus, the Capital Planner
may legitimately translate this need into a variety of potential solutions, all of which are
sensible considering operating and space planning considerations:

»  Two 24-bed units = 48 total beds (two higher than calculated need but more efficient
operationally)

=  One 40-bed unit + one 8-bed observation unit (two beds higher but more efficient
operationally)

= One 36-bed unit and one 10-bed unit (to take advantage of existing conditions)

The point is that it is possible for the Capital Planners’ solutions to vary slightly from the
specific inventory calculations. This is acceptable when the Capita] Planners’ solutions
provide an environment of care which is superior in terms of quality and cost. In no case
will the Capital Planners provide for fewer beds than mathematically calculated.

Stage I: Option Development

In Stage I, the Options describe a distribution of need and inventory from the site to one
or more locations. Some of these locations will be existing, others new, others potential
contracting arrangements. In Stage 1 what is most important is that all workload to be

accommodated is distributed.

This will be dope in a fashion identical to that described in the Workload section.
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Stage I1: Detailed Option Development

In Stage II, the Secretary-selected Business Plan Options distribute inventory from the
site 1o one or more locations with an additional level of specificity. As in Stage ], some
of these locations are existing, others new, others potential contracting or shared-service

arrangements.

For each of the BPOs, Team PwC will update the clinical inventory checklists, Figure
3.C.1 and Figure 3.C.2 (appended), to reflect the specific allocation of inventory per
BPO. This will assure that the transition from current conditions to the BPO is
understood at the service level. Using detailed tables listing all potential VA services, the
options will thus be able to clearly illustrate what services are being offered, where
(facility) and by whom (VA or contractor). A partial example of this is shown in Figure

3.13.
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Figure 3.13 — Example of Business Plau Optlon ]nventory Listing
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The Stage II process for inventory will not be iterative; the Secretary’s decision of which
BPOs are to be considered will provide clear direction about the distribution of inventory.
The main challenge in Stage II will be to locate any new or relocated services in the best
ZIP code to meet enrolled veterans’ service requirements and to synchronize such
relocations/new service developments with the facility implementation schedules
developed by the Capital Planning and Re-use Study Teams.

3.2.3. Access

Access is a key driver in the CARES decision process. The purpose of the Access
analysis is to determine to what degree the VA is meeting, or will meet, its performance
standards as it relates to enrolled veteran access to healthcare services. This study will
evaluate drive time and consider patient origin in its business planning. All Business
Plan Options, including the baseline BPO, will be compared to 2003 access levels.

PwC will utilize five tools in its access evaluation. These tools are as follows:

1. VA ArcView Access Tool — The official calculation, PSSG will use this tool
to generate a data file for PwC.

2. Primary Care Access Tool — Used to assist in the evaluation of options.

3. Distributed Population Planning Bases (DPPB) — VA data source for patient
origin information.

4. MapPoint — mapping software used to display drive time circles and Vet Pop
origim.

Access Methodology Part 1 — Drive Time Measurement

Team PwC will utilize the current VA Access guidelines and assess how the changes will
impact the number of enrolled veterans meeting and not meeting these gnidelines.
Results on drive times for primary care, acute hospital and tertiary care will be
summarized, describing the comparative positive and negative irapact of the options
analyzed on geographic areas. The analysis will clearly present the rationale for the
recommended option supported by access data of the preferred option.

The VA has developed a computational and graphical tool (“VA ArcView Access Tool”)
which calculates a VA enrollment grouping’s access to healthcare services in its
geographic region. In the case of this study, the defined region will be at the Market
level, as determined by geographic sections as defined by the VA.

The Access standards used in this methodology are defined in the Under Secretary of
Health’s Draft National CARES Plan and noted below in Figure 3.14.
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Type of Care Time Criteria (min.) | Threshold Criteria
Primary Care 30 min. — Urban
30 min. - Rural 70%
L 60 min. - Highly Rural
Acute Hospital 60 min. - Urban 65%
90 min. — Rural
Tertiary Hospital 240 min 65% |

Figure 3.14 — VA Access Standards

Threshold Criteria is the minimum acceptable percentage of projected enrollees in a
designated market that must meet the access standard. VSSC will provide a list of
counties by VISN and market with the designation of urban, rural or highly rural for each

county.

Using VA enrollment databases for 2003 as its input source and the VA ArcView Access
Tool, the VA will provide access measures for 2003. In addition, the VA will supply
access measures for 2013 and 2023 enrollment. These will be calculated for each market
and sector by the Planning System Support Group (PSSG). OSI will contact PSSG and
request recalculation of access, under alternative options for location of facilities. The
VA will supply to Team PwC data files (Figure 3.15) and maps (similar to Figure 3.17)
for each VISN. This will determine the current access performance.

t \.-... .tlg.r.‘. Pl ._.

i SORHONT T Bl b e, [ Cife’
All BPO 2003 63,617 N/A
Baseline BPO 2013 55,886 N/A
Baseline BPO 2023 47,788 N/A
BPO A 2013 55,886 N/A
BPOOgption A 2023 47,788 87.2 782 N/A

Figure 3.15 — Sample Market Level Data Presentation
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Figure 3.16 — VA Access Map

Team PwC assumes the following in its completion of this portion of the Access
agsegsment.

» The VA ArcView Access Tool will produce a data point which is the percentage of
the measured populations meeting the VA Access Standard

= Access under alternative options will be based on 2003 enrollee origin contained in
the 2003 enrollment files.

« 2003 errollment files will define the comparison standard used in the access study

a. Inputs: Team PwC will utilize data files (containing the information
included in Figure 3.15), and maps produced by the VA as inputs in the
access studies. VA/VSSC will provide a basic set of maps showing markets
and locations of facilities. If additional mapping capabilities become
available by the VA during this study, the VA will make additional maps
available to Team PwC for its use
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b.  Outputs: Team PwC will produce a table which summarizes each VISN’s
performance to the VA Access Standard (Figure 3.18 and Figure 3.19). This
document accompanied by maps supplied by the VA, will be incorporated
into the decision support team’s process

»  VA/VSSC will provide Team PwC access to the Primary Care Access Tool

VISN: Business Planning Option #1: Relocate hospital to Zip Code 12XYZ
% of Enrollees Meeting VA Access Standard

VA Access Standards

Primary Care Acute Hospital Tertiary Hospital
BPO BPO BPO
Baseline | Impact® | Baseline | Impact* | Baseline | Impact*
Market 1
Market 2
Market 3
Total

* BPO Impact is measured as Better, Same, Worse
Figure 3.17 — Access Impact Tool

VISN: Business Planning Option #1: Relocate hospital to Zip Code 12XYZ
% of Enrollees Meeting VA Access Standard
i ! /‘\

Acute Hospital Tertiary Hospital
Baseline | BPO | % A | Baseline | BPO | % A | Baseline | BPO | % A
Market 1
Market 2
Market 3 _ _
Total

Figure 3.18 — Access Impact Tool

Stage 1: Option Development

For Stage I, each Option will include a conceptual review of that option’s impact on
access as compared to the Baseline BPO. Working from the market classification data
for the Healthcare studies, Team PwC will:

» Review access data to determine if market areas meet VA threshold guidelines

» Using Veteran Population maps (Figure 3.16) produced by the VA using MapPoint,
PwC will review where the enrolled veterans live as well as the concentration of
enrolled veterans, and determine markets that don’t meet threshold requirements

PROPRIETARY AND CONFIDENTIAL é/ ﬁ
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« Using the Primary Care Access Tool, identify solutions for addressing the access gap
This might be adding a new site of care, contracting for care, expanding scope of
services at existing sites or another solution

Stage 2: Detailed Option Development

For Stage 11, Team PwC will quantify any change in access for each selected business
planning option. This quantification will occur as follows:

»  Team PwC will provide to the VA specific instructions on how to rerun the enrollee
access calculations

» Team PwC will have the option to utilize the Primary Care Access Tool as a proxy to
assist in determining potential facility locations, particularly during Stage 11 when the
location(s) of new or relocated facilities 15 critical to fully assessing the BPOs. In
addition PwC can utilize maps generated from MapPoint which display the locations
of VA facilities and drive time ranges surrounding those facilities, as well as Vet Pop
maps generated from MapPoint and illustrated in Figure 3.16 to assist in business
option analysis. Vet Pop maps will be supplied by the VA.

» The VA will retum to Team PwC similar data files and maps as in Stage I

« Team PwC will utilize this information to calculate the change in enrollment access
against the 2003 access performance.

« Stage II data will be sorted to illustrate any potential impact unique to rveferrals in
from other VA facilities

« For Stage II, Team PwC will present an empirical interpretation of the analysis for
consideration

For each BPO, Team PwC will produce a table (Figure 3.18) which will empirically
measure the change in enrollee access for all three (Primary, Acute and Tertiary) access
standards.

Access Part [I: Patient Origin Considerations

The second dimension of access is a study of patient origin. Patient origin differs from
drive-time in that it looks specifically at those veterans who actually sought care at the
study site. Origin analyzes the sectors (groups of zip codes) from which those veterans
emerged o obtain care. In this way, origin complements the drive time analysis by
showing which portions of the service area actually use the services at the facility. The
patient origin analysis is dependent upon the VA being able to produce usable patient
origin information by facility.

Since patient origin is only a historic measure - one cannot project use behavior - the
analysis is limited to considering current origin patterns and extrapolating from that how
veterans' access to care may be improved or maintained as part of the CARES business
plans.
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Stage 1: Option Development

Stage 1 reveals current origin patterns mathematically. It does not significantly
contribute to option development, but complements the remainder of the study of access.
During Stage 1, Team PwC will obtain from VSSC patient origin data which shows the
origin of veterans in the market, by sector, receiving care at the study site. Identify those
sectors from which the majority of veterans emerge, representing a total of approximately
80% of a facilities utilization for the four DPPB categories: Medicine/Surgery,
Psychiatry, Outpatient, and Combined. PwC will narratively summarize the key patient
origin data findings.

Stage 2: Detailed Option Development

In Stage 2 the potential impact of patient origin on the Business Plan Options can be
factored into the overall access analysis. Using 2003 drive time analysis performance as
the basis of comparison to evaluate the BPO, qualitatively discuss the relative importance
of the drive time analysis in evaluating the option.

3.2.4. Quality of Care

The purpose of the quality of care analysis is to describe how recommended options will
maintain or improve the quality of care delivered to specific services. The quality
measures selected for use in Stages [ and II were identified through collaboration
between Team PwC quality experts and the leadership of the Department of Veterans
Affairs’ Office of Quality and Performance (OQP).

Team PwC will assess the quality of care of options to be considered as potential
alternatives to the current VA delivery of care at each site. Additionally, the use of this
methodology will produce meaningful descriptions of how the recommended option
maintains or improves quality. Team PwC will also identify opportunities for improving
quality at the sites that will provide realigned services.

Methodology

Utilizing measures of quality available from VA databases, and internal and external
reports of quality, Team PwC will describe how the recommended option
maintains/improves quality for specific services. We will also identify opportunities for
improving quality at the sites that will provide realigned services.

The following methodology and associated tools will be applied consistently at the study
sites in order to meet the VA's objective of determining how wel] the options maintain or
improve quality as one evaluative dimension.

CHAPTER 3 - HEALTHCARE 24/49 PROPRIETARY AND CONFIDENTIAL

AY -G/



TEAM PWC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

The quality measures to be used in Stages [ and II were collaboratively selected by Team
PwC and OQP based upon several factors. The factors that drove quality measure
selection included:

» The measures reflect quality performance in a variety of clinical settings (e.g.,
ambulatory, inpatient, behavioral health) and are specific to high-volume diagnoeses

» The measures must be representative of services for which the VA has sufficient
volumes and data availability

» The measures should include quality performance from the "patient experience" or
"unique perspective" in both the ambulatory and inpatient care settings

= The numbers of measures selected for Stage I versus Stage 1l evaluations would be
concise yet robust epough to yield substantive varation in quality performance
among options

» The measures selected for both Stages of review reflect a purposeful overlap in a
select number of indicators to ensure consistency. Regardless, Stage II’s increased
number of measures will provide a more in-depth evaluation as prescribed (averlap of
five of eight Stage Il indicators)

» The measures were relevant to both VA and non-VA clinical environments (use of
select JCAHO, CMS/HEDIS indicators, ete.)

In addition, PwC in conjunction with the VA may develop and utilize other quality
measures for additional types of care (long term care , etc)) if appropriate data is
available.

Wait Time Measurement

In addition to clinical environment quality measures described above, the evaluation of
quality will include a study of wait time. Several factors impact wait time including
capacity constraints, available resources and enrollee preference. An example of a
resource jssue effecting wait times is a shortage of primary care physicians resulting in a
reduction in the number of appointment slots available for patient appointments
ultimately increase the wait time for an appointment. Therefore wait times, as with
patient origin, will be used to compliment the drive time analysis and quality indicators.
The VA’s Advance Clinical Access tool will be used for the analysis of patient wait
times.

The analysis of wait time will identify whether a facility is meeting the VA standard for
patient wait times for new patients and established patients. Using the VA’s Advance
Clinic Access Cube, PwC will extract each healthcare study site’s wait time for new
patients and established patients, focusing on patients seen in the 50 high volume DSS
stop codes. PwC will produce and provide to the VA a table summarize each facility’s
performance against the VA Standard. The VA will document where a facilities shortfall
to wait time performance standards is a result of a facilities capacity. This information
will be considered during Stage 2 in evaluating options.
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Through the implementation of this methodology, Team PwC will assess the quality of
care of options to be considered as potential alternatives to the current VA delivery of
care at each site. Additionally, the use of this methodology will produce meaningful
descriptions of how the recommended option maintains/improves quality for specific
services. Team PwC will also identify opportunities for improving quality at the sites
that will provide realigned services through this quality of care evaluation process.

Consistent with the VA’s stated question, this methodology has been designed to
facilitate the ultimate determination of the recommended option(s):

"What is the optimal approach to provide current and projected veterans with
equal to or better healthcare than is currently provided in terms of access,
quality, and cost effectiveness, while maximizing any potential re-use of all or
portions of the current real property inventory?”

Stage I — Option Development

Stage [ has been designed to conduct the initial review of options. The Quality of Care
Methodology consists of a focused set of five key indicators.

Team PwC will use 2004 VA performance results as comparison standards. This
evaluation will be focused on how each option’s quality of care measures against current
VA care in the sites in question. This quality of care evaluation is a gualitative analysis
designed for the sole purpose of assessing the options available to the VA for selection of
the most viable option(s).

The measures selected for Stage I analysis by Team PwC in collaboration with OQP are:

» Inpatient Care Measure — Heart Failure (VA, Centers for Medicare and Medicaid
Services [CMS] measure):
o ACE inhibitor for left ventricular dysfunction as a key inpatient measure

= Ambulatory Care Measure — Colorectal Cancer (VA, HEDIS measure):
o Screening rates as a key ambulatory indicator

» Ambulatory Care Measure — Endocrinology (VA, HEDIS measure):
o Full lipid profile in the past two years

»« Behavioral Health:
o Major Depressive Disorder — % of patients with a new diagnosis of depression --
medication coverage (VA, HEDIS measure)

» Patient Satisfaction — two measures (1, VA — Picker-based Survey — 2. Survey of
Health Experiences by Patients [SHEP]):
o Ambulatory services overall satisfaction results
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o Inpatient care services overall satisfaction results

Consideration of “quality” measures defined by facilities — such as the number of private
rooms, adequacy of infrastructure, modernity of buildings, and the like — will be captured
in the Capital Planning portion of the study.

In addition to the above measures and indicators, the following will be considered within
quality, though analysis may be performed in other areas:

o The sufficiency of healthcare provision and the size of any gaps between supply
and demand in provision in a study site;

o Thelevel of workload at any facility compared to workload thresholds;

o Quality concerns may also occur if it is assumed that the VA would contract with
a non-VA provider for particular types of healthcare and there is no cumrent
proven healthcare provider of the required services within a particular location. In
this case assumptions may need to be made about the likelihood of such a
provider emerging. Any BPO that relies upoun patient care being provided by third
parties, where no such provision currently exists would fail this test unless there is
a compelling reason for Team PwC to consider that there is a high probability that
such services will be provided when they are required.

Stage II — Detailed Option Development

The Stage II methodology is designed to incorporate a more detailed evaluation
consistent with Stage II’s explicit purpose of facilitating the Secretary’s Decision
Document. The results of this Stage [I evaluation will support Team PwC’s subsequent
technical data-driven analyses, from which a primary business plan option will be
recommended.

The measures selected for Stage I evaluations by Team PwC and OQP are:

» Inpatient Care Measure — Heart Failure (VA, Centers for Medicare and Medicaid
Services [CMS] measure) — [Stage I indicator overlap]:
o Ace inhibitor for left ventricular dysfunction as a key inpatient measure

» Inpatient Care Measure — Acute Coronary Syndrome (VA, CMS measure):
o Beta blocker prescribed at discharge

« Ambulatory Care Measure — Colorectal Cancer (VA, HEDIS measure) — [Stage I
indicator overlap]:
o Screening rates as a key ambulatory indicator

»  Ambulatory Care Measure — Endocrinology (VA, HEDIS measure) — [Stagé I
indicator overlap]:
o Full lipid profile in the past two years
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» Behavioral Health ~ [Stage I indicator overlap]:
o Major Depressive Disorder — % of patients with a new diagnosis of depression --
medication coverage (VA, HEDIS measure)

» Patient Satisfaction — two measures (VA — Picker-based Survey - SHEP) — [Stage 1
indicator overlap]:
o Ambulatory services overall satisfaction results
o Inpatient care services overal] satisfaction results

= Patient Safety — use of Computerized Physician Order Entry (VA and Leapfrog):

o Use of Computerized Physician Order Entry (CPOE) as this has been proven to
have direct and dramatic effects on improving the incidence rate of medication
errors.  According to OQP, all VAMCs have implemented a CPOE program
suggesting that for those BPOs that involve non-VA hospitals, there may be a
negative quality implication if the BPO has not implemented CPOE

Team PwC will be responsible for performing the quality of care analyses in both Stages
I'and II. The VA’s OQP will become involved in collaboration with Team PwC once
data has been collected and scoring begins. Specifically, Team PwC will work with OQP
to analyze and interpret the results.

The quality of care measure selection process involved coordination between Team PwC
and OQP so that consensus could be reached in study design. An example of this
communication yielded a decision not to utilize a quality measure that related to nursing
home care because OQP indicated it was a newly implemented measure in 2005 and
woulgd, therefore, not have sufficient volume for analysis. However, an issue such as the
replacement of semi-private or ward-style rooms with an all-private room configuration
can be measured, and will be part of the results of the Capital Planning analysis.

The study results (BPO selection and rankings) of each site’s Quality of Care Evaluation
will be made availgble by study site to the breadth of Team PwC. The team will use
these Quality of Care results in concert with the results of the other evaluvation
components.

Because the measures selected for both Stages of study are those prevalently relied upon
by the VA’s OQP and the non-VA healthcare sector (e.g., through NCQA, CMS/HEDIS
and JCAHO), Team PwC and OQP believe data will be available for most selected
measures to evaluate both VA and non-VA BPOs. However, for the evaluation of quality
of care for the year 2023 Team PwC will assume a linear relationship to 2003 for certain
measurements. With regard to the CMS measures used, data in connection with these
measures by hospitals is submitted on a voluntary basis. However, CMS reported that
95% of hospitals nationally submitted data in 2004.
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3.2.5. Enhancement of Services (EOS)

The purpose of this analysis is to identify any service enhancement or ancillary support
services that would improve quality, cost effectiveness and contimuity of care that
become apparent as part of the analysis and impact the options, e.g., locating long term
care facilities with Recreation Services, Compensated Work Therapy programs, etc. This
will aid in determining the type and volume of identified services optimally needed at
each of the VA healthcare study sites. Opportunities for Enhancement of Services
improvement may include, for example, Phase II and JII Cardiac Rehab services to
complement Phase I Rehab.

Methodology

Stage [ will inventory proposed and potential Enhancement of Services changes.
Adjustments to the Business Plan Options will be made in Stage II to improve quality,
cost effectiveness and continuity of care.

Stage I: Option Development

The Stage 1 methodology is to develop and understand the proposed Enhancement of
Services opportunities for each healthcare study site. The following steps will be
performed:

» I[nventory VA CARES proposed enhancements from the CARES Report and the

Secretary’s Decision Document

= Meet with a VACO OSI representative to:

o Develop and agree on “ideal” CIC groupings by service line for optimal operating
efficiency. For example, link all five Outpatient Mental Health CICs into one
service line. Thus, for a site providing all these services, it could be “ideal” that
all were offered in proximal locations

o Develop and agree on the threshold measures to be used in Stage II. Team PwC
expects the thresholds to include 2 mix of existing VA and relevant commercial
measures, similar to the mix documented in the earlier discussion of quality

o The development of ideal groups and subsequent options respond to EOS issues
will be collaborative between Team PwC and VA

» Identify Enhancement of Services opportunities for the site by analyzing current
services:

o Co-location of complementary services to improve enrolled veterans’ continuity
of care

o Addition of services to resolve undersupply

o Re-location or consolidation of services to resolve oversupply (inefficiency)

» Map current and projected workload to the proposed enhancement inventory of
services

CHAPTER 3 - HEALTHCARE 29 /49 PROPRIETARY AND CONF(DENTIAL

&%



TEAM PWC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

» Provide a narrative summary of findings
Stage II: Detajled Option Development

The Stage 1T methodology will concentrate on the quantification of their impact based
upon agreed thresholds for patient access, quality of care, and cost effectiveness. The
following steps will be performed:

» Identify recommended enhancements

»  Using workload indicators representing existing VA guidance and commercial
thresholds, quantify impact of change

» Identify recommendations to bring workload Jevel to threshold (workload increased
to or above indicator threshold)

»  Quantify incremental costs of adjustment and annotate for inclusion in costing
analysis for:
o Capital investment
o Human investment

AJl enhancements will be categorized using CIC and service line categories (developed in
agrecment with the VA). Team PwC assumes that 2 facilitated discussion with the VA
will be necessary to confirm service line and the subsequent mapping to the CIC
categories. It is assumed that both VA and commercial experience will be utilized in this
facilitated session.

At the conclusion of Stage II, the BPOs will include a detailed list of enhancements
quantified by their positive impact (patient access, quality of care, stakeholder impact and
cost effectiveness) for each service line and/or CIC category.

3.2.6. Continuity of Care (CoC)

The objective of the review of continuity of care is to develop a high-level strategy for
recommended options that will ensure no interruption of services during transition. It is
assumed that changes in the location of patient care services should not occur unti! the
receiving VA facility or any other site is fully available to receive those patients. This
will include a discussion of referral pattemns as appropriate.

Methodology
This analysis will identify potential disruptions to Continuity of Care that result from any

change to patient care services, and develop mitigation strategies for the business plan
options that will ensure three separate goals are met:

s Mitigated interruption of services during the transition. This means that enrollees
will be able to receive required care on a continuous basis over the course of the
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implementation period. Where the location for a service is changing or undergoing
renovation, the BPO will make provision to ensure that enrollees will be able to
receive the care in an alternate location during the disruption period

»  Availability of the continuum of services required for “good medical continuity.”
This means that enrolled veterans being cared for a given coundition will have access
to the appropriate array of primary, secondary, and tertiary care services required to
treat that condition.

The study of Continuity of Care is an undertaking due to its impact on patient satisfaction
and the delivery of quality care.

Stage 1: Option Development

Team PwC and the VA identified “two meanings” relative to the analysis of continuity of
care. These are:

= Minimized disruption in patient care as options are implemented
» Provision of care follows “good medical continuity” (e.g., inpatient to home care;
ambulatory to impatient; or inpatient to rehabilitation)

During Stage [, Team PwC will:

= Obtain from each study site the clinical inventory that represents “good medical
continuity” for CICs in the following clinical care services;

Inpatient Surgery

Inpatient Psychiatry and Substance Abuse

Inpatient Spinal Cord Injury

Inpatient Brain Rehabilitation Center

Inpatient Domiciliary

Ambulatory Cardiology

Ambulatory Rehabilitation Medicine

0O 00O0OO0CO0ODO

Stage [ will document the VA agreed-upon definition of “good medical continuity” for
the identified CICs. These will then be used in Stage II BPO development.

Stage [1: Detailed Option Development
The methodology chosen to study beginning in Stage Il is presented as follows:

» Review physical construction implementation sequence from the Finance and Capital
Planning Team

= Review targeted relocation/ asset released dates from Re-use Planning Team

= Convene a collaborative work session with Team PwC and VA Site staff to plan an
implementation schedule utilizing input and collaboration from the Finance and
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Capital Planning and Re-use Planning Study Teams to determine the impact on
continuity of care
» Provide a narrative summary of findings

The bulk of the analysis will occur within Stage II. This is appropriate given the
emphasis of the analysis on mitigating issues to earolled veterans during implementation,
as implementation is not studied in detail until Stage 1.

» Physical construction implementation sequence from the Finance and Capital
Planning Team

» Targeted relocation/asset released dates from the Finance and Capital Planning and
Re-use Planning Study Teams

At the conclusion of Stage 11, each Business Plan Option will contain an inventory of co-
located services with physical construction implementation sequences mapped to the
business plan options and rated for continuity of care disruption. Mitigation to avoid
disruption in care will be developed.

3.2.7. Community Impact

The objective of the Community lmpact Assessment is to understand the implications of
the BPOs on the community or marketplace. This assessment will quantify and qualify
community impacts in the analysis and develop appropriate mitigation strategies for these
impacts. The Community [mpact Assessment will be performed only in Stage II.

Methodology
Team PwC’s methodology for the Community Impact Assessment includes:

»  Assessing the services and programs that may relocate to other health facilities in the
market where services are either closed or relocated to another Iocation

= Estimating the employment base at the VA site and disposition of those employees.
Commenting on estimates of rehiring of affected VA site employees within the
communities

= Estimating the impact on vendors and the impact of VA site purchasing on the
community

To perform these assessments, Team PwC will develop a community inventory of
healthcare services using a combination of available data and information from the VA
sites, community and state health data reporting agencies (e.g., California Office of State
Health Planning and Development — OSHPD), and other similar sources. This will help
define the practical implications of any one scenario, accommodating
competing/neighboring facilities’ capacity to absorb incremental business if the option
requires either temporary or permanent relocation of clinical services/programs.
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A reasonable determination of capacity will be made among other neighboring clinical
facilities/providers who meet CARES Access and Quality of Care critenia and have been
targeted to absorb volume using publicly available data (specifically Solucient, LLC and
AHA). Typical capacity planning by beds provides for a maximum capacity of 70-80%
of licensed beds.

A human resources inventory will be completed using VA data sources regarding the
number of VA employees affected by each option. Similar data will be determined at a
high level based on available employment data by Standardized Industrial Classification
(SIC) code for regional employers in which VHA facilities operate to determine possible
rehiring opportunities for VA personnel. Team PwC will not undertake specialized
analyses to determine compensation and benefit programs for VA employees whe opt to
find other employment within the community if the scenario yields closure or relocation
of VA services from the community in which it currently operates; only numbers of
employees will be emumerated and documented.

A vendor inventory which will include VA data will be completed to determine those
neighboring VA facilities, community health facilities and local businesses affected by
any of the BPOs. Analyses of these arrangements will augment the community impact
review to better understand the impact of maintaining/closing a VHA asset. Information
supporting these analyses includes a review of key supply, maintenance, or other similar
contracts with vendors/contractors to support the routine operations of the VA.

These analyses will be supported with the Jatest available data and information on the
community, its providers and the overall employment market. This Assessment will
mvolve providing information available on local supplier, the employment market,
difficulties in recruitment, etc. Frequently, reporting of this data and information may lag
current planning by one to two years, though reasonable attempts will be made to update
specific information as needed to ensure that the assessment is current.

Concurrent coordination with the Finance Team will take place as Community Impact
data and information is validated as data inputs for the Finance Team’s IMPLAN model.
The IMPLAN model and community impact analysis are separate; Community Impact is
an input to IMPLAN. Assurance through this process to avoid duplication of efforts in
collecting, validating and inputting data and information into the financial model will be
undertaken by site team leads, and Healthcare Team and Finance Team’s functional
leaders.

Additional interviews may also be conducted with the site teams and leaders.
Stage IT — Option Development

The following will be developed as outputs from the Community Impact work:
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s General description of options from Community Benefit/Impact perspective
providing overview inventory of site-specific impact, supplies/local regional
purchased services and vendor arrangements affected by the BPO

» Narmrative of qualitative analyses of each BPO based on interviews, other data
collected from VACO or site specific

= Assessment of alternative VA and other market area sites for clinical care based on
available, known information and data on inpatient and outpatient capacity

= Estimate of relocated VA employees affected by BPO, and relatively high-level
commentary on their expected absorption within the community’s labor force
particularly among other VA or neighboring provider sites to which patients are to
migrate

« Estimate of impact to the regional vendors, in dollars by type of contract (e.g.,
discontinuing an outsourcing agreement with a local provider)

3.2.8. Patient Care Imapact and Specialized Programs

This portion of the study will include an impact analysis of the following specialized
services (as defined by the VA): Spinal Cord Injury/Disability, Blind Rehabilitation
Centers, Traumatic Brain Injury, Inpatient Nursing Home, Inpatient Domiciliary, and the
seriously mentally ill, inclusive of those requiring long-term care. This is the minimum
data set to be studied, If there are other unique programs identified for a given site, Team
PwC will include those identified programs in the study subsequent to consultation with
the VA Team Leader or their designee.

Caring for unique populations of patients is at the core of the VA healthcare mission. In
many respects the VA 1s the only option for care for these conditions. The VA is
committed to the continual pursuit of excellence in these areas, ensuring access and
quality care to all enrolled veterans requiring these unique services.

BPO development will address gaps in service and will evaluate impact as it relates to
access, cost, and quality for the specialized programs.

Methodology

Team PwC will address any positive or negative impact on the following patient care and
special disability programs: Spinal Cord Injury/Disability (SCI/D), Blind Rehabilitation
Center (BRC), Traumatic Brain Injury, Inpatient Nursing Home, Inpatient Domiciliary,
and the seriously mental 1ll. As a part of the recommended options, we will develop
specific plans to ensure the continuation of accessible high quality services for the special
disability VA patients.

Workload analysis will provide the basis of the methodology used to document the
required clinical inventory to assure continued VA provision of service to the enrolled
veterans. This will serve as a comparison standard for what must be met in the options.
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This data will be augmented with anecdotal evidence from interviews with VA Team
Leader(s) or their designees. This will contnbute to an understanding of possible inter-
VISN opportunities for collaboration. Potential service provision and/or partnerships by
non-VA providers will be identified by review of workload data and discussion with the
VA Team Leader and the COTR. Stakeholder input will also be incorporated as received
during Stage L.

Al] associated legislated directives and requirements will be considered, such as VA
Mental Health Strategy and VA Long-term Care Strategy. We assume that these
directives are considered and the BPOs will be consistent with these directives.

Stage I — Option Development
Team PwC will identify:

=  What special needs services exist at each of the eight study sites

» The expected workload and required clinical inventory

s Net increases/decreases in clinical inventory (2003 through 2023)

= Specific implications regarding options’ impact on long-term mental health patients/
programs

» Key findings from relevant Federal mandates/directives

«  What, if any, non-VA opportunities for partnerships exist in the relevant market

Stage II — Detailed Option Development

A namrative description of how each of the BPOs will continue to meet the needs of the
specialized services will be provided. For the special needs services, services will either
be provided:

» In existing VA facilities by VA staff
» Innew or enhanced VA facilities by VA staff, or
» Via contract in non-VA facilities.

The BPOs will specifically include the required workload and clinical inventory to meet
the needs of these enrolled veterans, and as discussed in the “Continuity of Care” section,
any transition issues to relocate, renovate or replace a special needs service will be
planned to avoid any disruption to enrolled veterans receiving care.
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3.2.9. Future Flexibility and Innovation

The CARES initiative is an illustration of how the VA healthcare system must be poised
to respond to the fufure advances in delivering care and services. As an integrated system
serving enrolled veterans in many geographical locations they have both the need and the
opportunity to take advantage of technological innovations that enhance their ability to
provide the highest level of care to all enrolled veterans, even to those enrollees living in
remote and potentially underserved areas. The VA has consistently been a leader in
embracing new technologies and approaches to care, and this task is designed to assist in
assuring that experience continues.

By studying the future flexibility of the BPOs, Team PwC will assess whether the options
meet expected clinical best practices and whether the options incorporate cufting edge
medical technologies. Specifically, the study will assess the BPOs:

»  Adaptability to new/emerging technology

» Adaptability for future best practice patient care approaches

= Ability to respond to unexpected changes in demand (growth v. decline)

» Ability to reduce on-site utilization of services through telemedicine or similar
technologies

Methodology

Team PwC will identify three to five future best-practice models of care and/or emerging
technologies, as applicable, to site-specific inpatient, ambulatory acute care and long-
term care CICs as identified in the workload statistics. Examples of best-
practices/emerging technologies include but are not limited to:

s telemedicine

e bar-code medication delivery systems

e supply chain automation processes

» patient safety/privacy procedures

Major physical plant requirements, if any, for these three to five future trends, will be
identified in consultation with the Capital Planners, VA Team Leaders and PwC subject
matter experts.

Team PwC will request the VA Team Leader select up to three clinical experts from their
site to discuss issues and trends unique to their site/site services and note any associated
impact for BPO consideration. Input from VA clinical experts will be obtained through a
collaborative panel discussion, facilitated by Team PwC, Team PwC will document the
panel discussion as part of this analysis, and consider the findings in the qualitative
scoring as explained below.
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One quantitative component of the analysis will include an estimate of utilization that
could be seen in an alternate setting (such as through telemedicine) as appropnate to the
CICs at the site.

Team PwC will qualitatively score each of the BPOs to illustrate the BPOs ability to
respond to the identified (3-5) emerging trends.

BPOs will be qualitatively scored as:

= Higber flexibility (BPO is better than the Baseline BPO)

» No significant change (BPO is no better or worse than the Baseline BPO)
= Lower flexibility (BPO is worse than the Baseline BPO)

Stage I: Option Development

During Stage I, CICs for each site will be identified via rank-ordering of enrollee
utilization.

Stage IT— Detailed Option Development

Both a narrative descriptor of the identified emerging trends and a flexibility score will be
prepared for each of the BPOs as it relates to the identified three to five emerging trends.
This information will provide additional insight to the VA and Local Advisory Panel as
they assess BPOs (Figure 3.19).

nxgher Flexbiity Nd;§i“gziéﬁc.aﬂt;€u_ang.e* Lower Flexibilicy

Rﬂ ls hetter ﬂgan ihe (EPO is wa;;se*(han th;:
‘Baselmemem 3 Basehnwm)

; i the -
‘Baselinic BROY

I Adaptingpto new -
medical technologies

Adapting to new patient
care approaches
Adapting to unexpected
changes in demand
(growth)

Responding to
upexpected changes in
demand (decling)

Serve utilization through
telemedicine (including
estimate of volure to be
served)

Figure 3.19 — Assessment Form for Flexibility and Innovation Measures
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3.2.10. Human Resources

The purpose of the Human Resource analysis is to assess the staffing impact for each of
the proposed BPOs and the associated financial impact. The assessment will analyze the
BPO impact in terms of numbers and types of FTEs, the labor market, and potential
retraining and other types of transactional costs. This analysis has a potential to be of
significance to the recommendation as human resources (i.e., labor represents a
significant portion of the total cost of providing healthcare within the VA). Stakeholder
issues may also have a significant human resource implication. The following describes
the methodology that will be used to perform the buman resource analysis.

Methodology

Team PwC shall assess the staffing impact for options proposed and the projected
financial impact. Considering employee tumover rates, Team PwC shall assess the
impact on health care occupations (RN, MD, PT, etc.) and support occupations
(administrative services, other ancillary care staff) during implementation of all options.
Team PwC shall analyze the labor market in the area to answer the following questions:

» If the facility loses a critical number of current provider staff, could the mission of the
facility be maintained until the final date of conversion?
» At what cost and through what means?

Team PwC shall also examine other considerations for successful implementation and
least impact on current VA staff such as re-training, day-care centers, parking garage, etc.
Team PwC shall include these other considerations in the financial analysis of the given
option. These may include but are not imited to:

= What is the distance to the "new site of care"? What commuting considerations need
to be considered? How likely are employees to commute that distance?

» Does the current staff mix fit with the needs of the new recommended option? If not,
are there any extraordinary re-training, or recruitment costs that need to be identified?

Stage I -Option Development

Team PwC will use the current human resource and cost data and information for each
facility. This information will be obtained as GFI from VACO and include the
following:

»  Current staffing to include number of FTEs per facility by job classification and
department (2003 data)

» Staffing costs for each job classification and department (2003 data that aligns with
the workload data)
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This information will establish the comparison standard and align with the workload
information to provide staffing metrics, such as Registered Nurses per number of clinic
stops. These metrics will be developed at a level for which staffing and woridoad can be
mapped (i.e., at summary levels of the CICs as described in the Workload Section).

The scope of the Stage I Human Resource analysis is to gain an overall understanding of
the impact each option will have on the human resources for the site. The analysis will
include:

» A direct comparison of FTEs required based on volume for the various options
» Anidentification of significant concerns related to either loss of employment or gains
in employment and anticipated recruitment difficulty

The FTE comparison will be performed extrapolating the current number of employees
by job classification to each option based on the workload changes.

Significant concerns regarding loss of employment and or recruitment difficulty will be
identified using a multifaceted approach. This will include:

« Interviews with Human Resource personnel at the site and/or VISN, specifically
considering recruitment for highly competitive positions

» Access to and analysis of VAMC human resource statistics including time required to
recruit and place certain job categories, current number of vacancies, average cost of
recruiting, and average and median age of employee by job category

»  Analysis of national and regional recruitment trends for job categories, e.g., Bureau of
Labor Statistics and local studies

» Consideration of issues posed by Stakeholders

Teamn PwC will use this information to identify the extent to which Human Resources
affects each option and how each option will affect the VA’s human resources. This
information will be incorporated into the decision making matrix both quantitatively and
qualitatively. The following information will be captured for review (Figure 3.20).

: 3 .m ,i- ‘ﬁf,m - R@“Qm ne ﬁxpecwlmmunon ' ) Rangeorc:m; l
€l as Dﬂ!ﬁwl‘}’ ,Qri * ﬁnl:ﬂc Cv Stakehaldar forS(mmna,
s Admunsiraﬁve | Dife®NG. Difienit (5)) NO Tsqiie " Recrultingot, Bto, |
(Cummuve»ror 2003 ety -« | Difficolty Expected S (High, Moderafe,
: o). Exwted [(0) S TR (O)) ) Lowy, -

Figure 3.20 — Identification of Human Resource Impacts

Material changes in the annual or one-fime operating costs will be identified for each
option. These costs will be input into the financial analysis.
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Stage I1: Detailed Option Development

In Stage 11, Team PwC will perform a more detailed review of the staffing impact for the
options proposed and the projected financial impact. Team PwC will also examine other
Human Resource change management considerations for successful implementation of
the option coordinating with the implementation planning and risk management teams.

Staffing Impact

Team PwC will perform a staffing impact analysis for each of the Stage IT options. The
staffing analysis will include:

» Confirmation and further development of findings identified in Stage ! for that option

including:

o Number of affected FTEs by major job classification, e.g., MDs, RNs

o Recruitment costs — including both increased number of positions to be recruited
and a cost for recruitment benchmark by major job classification. This
benchmark will be obtained from the VA or using a national published norm

o Retention costs — market adjustments or other salary enhancements that are
identified through discussions with local VA staff

o Severance and/or “early retirement” costs — through an analysis of the age range
of staff by major job classification, obtained from the VA, and when
implementation would occur and the current directives and policies used by the
VA

» Potential impact on the continuity of care, if the care is expected to move 1o another
venue outside the VA, e.g, transferred out or contracted — inability to obtain
personnel and costs of obtaining, e.g., agency personnel. This would be identified
through discussions with local VA HR personnel and VA industry norms for the costs
of agency personnel.

Staffing Change Management

Tean PwC will examine other human resource considerations for successful
implementation of the options. These considerations will identify change management
opportunities that will minimize the impact of the option on the staff and facilitate its
successful implementation. They may include such areas as;

» Commutes and related time and cost

» Change in skill and staff mix

» Change in patient population

» Change in availability of support functions, such as proximity to child care
= Access to nursing and ancillary support training centers
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These considerations will be identified and quantified through discussions with local VA
HR personnel, an analysis of the changing workload by age of the enrolled veterans and
CICs, and an analysis of the facility and its environs.

The qualjtative and quantitative impact for each option will be identified in the Human
Resource Impact Analysis Form (appended). All quantitative impacts, not accounted for
in the operating costs, will be identified in the financial analysis,

Human Resource Impact Analysis Form (Stage II)

CARES Study Facility:
s b Eneagtr | OueTime | Becwsing | “Relsted |° Qualidoe | Migotion
Do otmpesd L gomsisomgs | ) ORTENE | AN Comdenon | S

Figure 3.21 — Stage Il Impact Analysis Form for Human Resources

Key:

Description: Description of staffing impact

FTE Impact; Gain or loss of FTEs for 2003 to 2023 period. Supplemental chart
identifies year and number by major job classification

FTE Costs/Savings: Dollar estimate of above impact

Other Recurring Operating Costs: Costs related to changes in skill mix, incentives, etc. that are not
currently included in current unit costs.
Related Capital Costs: Identification of capital need, e.g., parking lot, day care center

Qualitative Consideration: Other considerations with no direct financial impact and explanations
of mitigation strategies

3.2.11. Research & Education

Research and education {(“R&E") are important missions of the Department of Veterans
Affairs, and, as nearly one in ten physicians trains at a VA medical facility, VA hospitals
are an integral element of the Academic Health Center enterprise of the United States.
VA physician faculty have affihations with 85% of the nation's medical schools which
afford them joint appointments at the university and at VA and the ability to see patients
at VA, supervise students and residents, and conduct research. Because of these
interconnections, it will be critical to carefully consider the impact of any change on
these important relationships.

During Stage I, Team PwC will:
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= Assemble a comprehensive overview of research and education programs at all eight
healthcare delivery study sites

» Assemble the necessary foundational data and analysis for determining the impacts
on research and education in the context of possible VA asset realignment

« Identify potential impacts to R&E

During Stage I1, Team PwC will:

s Create an mnventory of potential or anticipated impacts to R&E specific to each BPO
as selected by the Secretary
» Propose necessary mitigation strategies to overcome the impacts to R&E

Methodology

Team PwC will describe any impact and the mitigation of any negative impact on VA
research and support to medical education.

Data Sources

Change to R&E relationships is a sensitive issue. Accordingly, we will follow a
proscribed protocol in communicating with VA affiliate organizations. We expect the
VA to provide this protocol in Stage [ and offer as-needed guidance for proper
communication methods. As an example, when we have identified an affiliate to contact,
we will notify the VA Team Leader, explain the rationale for the communication, and
request that the VA Team Leader contact the VISN Director. After consultation between
the VISN Director and VACO, we would expect to learn about how we should precisely
communicate with the affiliate, if communication is deemed appropriate. Both Team
PwC and appropriate VACO/VISN representatives are expected to attend all meetings
with affiliates.

Team PwC will rely on the following data inputs to execute the Rescarch and Education
studies:

»  Access to affiliate organizations to seek input and guidance for this access will be
provided, particularly in Stage II. Where access is not approved by the VA, Team
PwC will note in its findings a summary of unresolved issues

» Access to the formal affiliation agreements between VA sites and affiliates, as well as
the listing of residency and teaching programs

» The Graduate Medical Education Council at each facility will be able to provide site-
specific data (aggregate information may not be available at the VHA level)

» The BPOs will be targeted to meet existing R&E programs. New programs
contemplated by an affiliate will not be a requirement of the BPOs

= Patient volume (workload) in the future may or may not be sufficient to meet the
requirements of the affiliated institution. Where workload appears to drop below the
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threshold for appropriate training, we will note the drop, but the BPOs will not
require the VA to find additional workload to meet the affiliates’ R&E requirement

» This information will be gathered from the VA Graduate Medical Affairs Office. If
the VA caunot provide the information, PwC will attempt to obtain this information
from the American College of Graduate Medical Education and/or Association of
Academic Medical Centers or other public sources. Otherwise, PwC will note the
data gap and express the limitation on findings associated with that gap

Stage I: Option Development

During Stage I, we will develop an understanding of the research and education
programs. This understanding will come from a review of available data and interviews
and supplemental data requests to the VA COTR and Team Leader(s). We will review
and analyze the available data to determine where there might be impacts on research and
education in the context of possible VA asset realignment.

We will gather data using the following avenues:

« Direct provision of data (GFI) by the VA to Team PwC based on the initial data
request

= Gathered data from the VA Portal by Team PwC

» Gathered data from other publicly available source by Team PwC. This research
exercise will consist primarily of Internet-based research, accessing site-specific web
pages, affiliate web pages, and other research and/or education-specific sources (i.e.,
clinicaltrials.gov and acgme.org)

» Interviews with VA Team Leader(s) or designees

« Interviews with VA site affiliates, if and as approved by VA and in the company of
appropriate VA personnel

Team PwC will create snapshot of the research and education activities at each site, a
brief narrative description of the research and education programs, and finally, an initial
discussion of critical issues. Critical issues are defined as those issues that would
potentially affect Access, Cost or Stakeholders (affiliates) at each site.

Stage II: Detailed Option Development

During Stage 1, we will consider angd analyze how each of the selected BPOs will affect
research and education. We will compile an inventory of impacts for the BPOs based
upon this analysis. Once all of the impacts have been defined, we will develop and
recommend mitigation strategies for reducing the negative impact to the institution and
enrolled veterans. Where necessary, we will work through the VISN and COTR to
engage key affiliated institutions (universities, medical colleges. etc.) in any needed
dialogue to fully understand the impact angd solicit ideas for mitigation.
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Team PwC will provide a document that, for each BPO, discusses the resulting direct
impact to the research and education programs (i.e., changes to space, programs, number
of residents, medical and other students, affiliation agreements, etc.), the effects of these
impacts on the standard criteria (i.e., Access, Quality, Cost and.Stakeholder), and finally,
potential mitigation strategies for reducing the negative effects.

Figure 3.22 illustrates how our data collected on resources, quality, space, and funds in
Stage I will be used to develop the various BPOs. These BPOs will in turn drive the
identified impacts on research and education and mitigation strategies developed in Stage

1L
Documentation Of: Assessment Of:
Impacts on [ Mitigation Strategy for:
Programs Research & Bducation: '
BPO #1 (baseline) RPO #1 BPO #1
Punding BPO#2 BPO#2 BPO #2
BPO #3 BPO #3 BPO#3
Space BPO #4 BPO #4 BPO 4
BPO 45 BPO#5 BPO#5
Agreements BPO #6 BPO #6 BPO #6

T 1 )
Stakeholder Input

(Affiliates / Academic lnstifutions / Sponsors)
Figure 3.22

3.2.12. Impact on Safety and Environment

The objective of the assessment of the impact on Safety and Environment is to ensure
that Business Plan Options developed result in a safe, sound, operationally effective
working environment for VA personnel and accessible to enrolled veterans and their
visitors.

Methodology

The methodology used involves the inputs of healthcare, capital planning and re-use
planning specialists and the outputs of activities conducted as part of their individual
study efforts. As indicated in Chapter 2 - all Business Plan Options developed by Team
PwC are to be designed to ensure that this objective is met. As also indicated in Chapter 2
Team PwC’s decision making process utilizes Initial Screening Criteria, including
“Would result in a modernized, safe healthcare delivery environment that is compliant
with existing laws, regulations, and VA requirements”, that all Business Planning
Options must pass to be considered. As indicated in Chapter 4, Team PwC’s capital cost
estimates include estimates based on GFI to ensure that all known physical deficiencies
in current facilities are corrected early in the implementation plan for each Business Plan
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Option. Ultimately, as indicated in Table 2.1, Team PwC assesses the extent to which
each Business Plan Option results in a “Modemized Safe Healthcare Delivery
Environment” and uses this assessment as one of the basis used to compare Business Plan
Options in the selection of a recommended option.

3.2.13. Operating Cost Development

The objective of the operating cost analysis is to provide a comparison of the estimated
current state operating costs with the estimated operating costs for each BPO. Operating
costs include such costs as labor, benefits, supplies, equipment, maintenance, etc. The
operating costs will be identified by fixed direct, fixed indirect and variable. This will
enable adjustments to the costs to be made for each BPO that relate to the operational
changes identified for each BPO by the Healthcare, Capital Planning and Re-use Study
Teams. The operating costs for the current state and each BPO wll be a key input to the
financial analysis. An overview of the operating cost methodology 1s shown in Figure
3.24.

Methodology

The methodology used to estimate the operating costs is a three-phased approach. The

phases are as follows:

»« Establish current staie operating costs

» Estimate, at a high level, the operating cost changes associated with each BPO
identified in Stage [ of the study

» Estimate, at a department or CIC level, the operating cost changes associated with
each BPO identified for further study in Stage II

The methodology used to estimate the current operating costs and the changes in those
costs that relate 10 each BPO is based primarily on the use of Veteran’s Health
Administration’s current cost experience. Team PwC, in detailed technical consultation
with the VA, has chosen to use these costs due to the unigueness of the VA facilities and
the patient population. The operating costs that will feed the financial analysis will be
based on the following key pieces of data:

» Current costs of operation — workload, facility, etc. — provided by the VACO

» Projected workload for each CIC (including correlated Stop Codes) for the period
2003 through 2023 (obtained from the Workload Analysis)

» Unit costs, without depreciation and overheads, obtained from the VA Decision
Support System (DSS) — the official cost accounting system for VA — provided by the
VACO

» Relevant cost analyses previously completed by the VA

» Changes made to the operating cost scenarios workload for each BPO as a result of
the healthcare, capital planning, and/or re-use study recommendations. These may
include leasing, contracting for services, consolidation of buildings, etc.
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TeEaAM PWC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

Team PwC, in concert with the VA, has chosen to use the operating costs resident in DSS for

NuImMerous reasons.

= DSS is the cost accounting system for the VA

= DSS unit costs provide the level of detail needed, i.e., fixed direct, fixed indirect, and
variable

» DSS is structured to provide department costs and be able to roll-up costs at the CIC level
as costs are maintained at the treating specialty and stop code level

» DSS data is available nationally for all VHAs. This provides cost information for the site
under study and any sites to which patient workload may be transferred

= DSS data are reflective of the costs reported in the official VA Financial Managerent
System (FMS)

Establish Current Operating Costs

The current state operating costs on a per umt basis will be established in Stage 1. - These
costs will be obtained from the VACO for each facility under study. The costs will be
provided in at least three categories, fixed direct, fixed indirect and variable costs and
mapped to the CICs (workload). Any costs of operation not available through DSS, but
provided in-house at the facility, will also be provided. These may include such costs as
nursing home costs, domiciliary costs, etc. A discussion with the VA Site Team Leader and
other designated personnel will identify any material issues with the DSS unit costs. Any
material 1ssues will be brought to the attention of VACO for resolution.

The VACO will also provide costs for VA facilities outside of the specific sites under study,
but for which services may be transferred or for which the facility may provide a reasonable
cost comparson. This would include, e.g., VAMCs that provide patient care in a newer,
more efficient facility.

The current state operating costs will be shared with the Healthcare (where applicable),
Capital Planning and Re-use Study Teams to aid them in their analyses and identification of
Stage [ options. The costs will also be input to the financial analysis.

Stage I: Option Development

Stage I operating costs will involve identifying the current state operating costs and changes
to those costs based on assumptions that align with the options developed by the Healthcare,
Capital Planning and Re-use Study Teams. The current state operating costs will be based on
the unit costs at the CIC level and the projected utilization volumes provided by the VA
using the Milliman data.

Changes in operating costs for the options considered in Stage I will be developed based on
input from the Healthcare, Capital Planning and Re-use Study Teams including:
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» Patient volumes at the CIC level

» Changes in care delivery or facility assumptions at the VAMC which may modify fixed
costs or create operating efficiencies. Changes in these costs will either be provided by
the Capital Planning or Re-use team or assumptions will be made related to the potential
efficiencies based on a review of VA and Commercial healthcare benchmarks

« Changes in delivery assumptions, such as transition of care to complementary VAMCs
using costs reflective of their costs

= Transition of care to contracted providers using costs reflective of care purchased by
other VAMCs or Medicare costs '

»  Assumptions of transfer of care to other facilities such as DOD sharing, contract, joint
veuture, transfer in or out, sharing with community or DOD, and/or sell

The assumptions and detail behind the data will be at a high level during Stage 1 due to both
the time available and the intent of the study. The options are not intended to represent all
options that merit full business plan analysis, but to demonstrate that the universe of potential
options has been considered. The assumptions will be fully documented and in some
situations with be based on VA site specific, VA National and Regional and industry data. It
is anticipated that collaboration with the VA Site Team Leaders and the VACO will occur
during this time.

Stage II: Detailed Option Development

Stage Il operating costs will involve identifying a more thorough development of the
operating costs for each of the Secretary-selected options. This will involve working closely
with the Healthcare, Capital Planning and Re-use Study Teams so that the options, as they
are developed, consider the impacts on the related operating costs. During this Stage, the
following process will oceur:

= Adjustments to in-house operating costs based on the utilization workload. Variable in-
house cost adjustments may consider VA staffing guidelines for minimum staffing,
further refinement to consider efficiencies gained through consolidation of workload
and/or change in the facility, etc. These adjustments will be based on an understanding
of the option, comparison to similar VA and Commercial benchmarks, etc. These
adjustments will be at the department/service/CIC level

= Adjustments to other VAMC costs to reflect changes for administrative and support
functions and the changes related to options from the Capital Planning and Re-use Study
Teams

» Adjustments for various other types such as contracting, joint ventures, transfers out, etc.
This may include adjusting other VAMC costs that report higher costs than normal for
episodes of care and/or interval cost outliers. These adjustments would iry to consider,
for example, patient seventy at the VAMC or other location(s). DoD sharing
opportunities will be confirmed with the local VA

» Additional costs and/or savings for the operation as a result of marginal costs will be
identified through an in-depth understanding of the selected options
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In addition, Team PwC will develop operationel transition costs for the site and other
impacted sites for each option looked at in Stage II as identified by the workload and option
development teams.

While it ultimately reaches a hard endpoint in terms of cost data, the Stage 11 process will be
a collaborative process to assist in the further refinement of the options under review. This
collaborative process will provide the study teams with feedback relating to how the details
of the option(s) impacts operating costs. Concurrently, the operating cost information will
flow to the financial analysis.
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4.1. SCOPE AND PURPOSE
The Capital Planning Study work will provide the VA with a decision-making document

for future site and facility development to present the optimum physical configuration for
delivery of healthcare services to veterans.

4.1.1. Planning Stage

Comprehensive Plans

Retrleve and Factor Development, VA
Analyze GFI Approvals & Applicatian
| - - APProY Al asd

e |

' CIC to DGSF Existing :

l GF1 E " Conversion Conditions | :
I T . Factors for Specific | :
) cam : Anomalies :

h . PwC ﬁ = ‘

General Plans

Planning Stage

The VA will provide Team PwC with GFI for analysis and application to both Genera)
Capital Plans (GCP) and Comprehensive Capital Plans (CCP). As indicated in Figure 4.1,
this information will be market workload (demand) for both plan types distributed by
CIC and department/stop code for each project site. These workloads will be converted
from CIC to Square Footage. This Square Footage is then compared with the existing
conditions per site to identify anomalies.

Figure 4.1 Principal Capital Planning Activities for the Planning Stage

General Capital Plan

The General Capital Plan Study applies to Study Sites where no specific Secretary’s
Decision has been made to date. Team PwC’s study will provide workload data,
distributed by CID and stop code/department, and including planning factors that
translate workload distributions into departmental square footage. The Study Sites for this
type of plan are:
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= Boston «  Waco

» New York City » Big Spring

« Louisville «  Walla Walla
s Montgomery

Comprehensive Capital Plan

The Comprehensive Capital Plan Study applies to Study Sites where the Secretary’s
Decision defines the healthcare provisions solution to be implemented. The VA will
provide workload data, distributed by department, and include planning factors that
translate work{oad distributions into departmental square footage. The Study Sites for this
type of plan are:

» Canandaigua =  White City

= Montrose / Castle Pomt = Pery Point

» St. Albans « Gulfport / Biloxi
» Lexington n West LA

= Livermore

In both study types, The Capital Planning Study Team assumes that the GFI is accurate
and that the workload and distribution methods (from both Team PwC and VA) are valid
and appropniate for the project sites and associated facilities.

Stage I

[n the Secretary’s decision, The Capital Planning Study Team is required to develop a
broad range of potentially viable Business Plan Options that respond to the forecast
healthcare needs for each of the Study Sites. As part of the Team PwC decision process.
The Capital Planning Study Team will provide suggestions to the VA as to which
Business Plan Options (up to six) should be taken forward into more detailed
development and assessment. Figure 4.2 provides an overview of the key capital planning
activities in this Stage.
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Projected GSF Projected GSF Projected GSF
Building Need Parking Need Property Need
Comprehensive Plans

by CIC

by Site Zane by Site Zone
by Department

by Site Zone

Verify factors (hmugl\oul

— et e

A
[__'_l > by CIC
E b:(r Site Zonc l:> [ by Silc Zone

General Plans

Site ‘ LAP j Option Stage 1
Analysis Development Presentation

Comprehensive Plans

J

: by Site Zone :>

LAP2 |

Imeirt

SCORE VI & romi
Coxtisores

Tuime

GenerallPlans o

Tigure 4.2 Principal Capital Planning Activities for Stage I
General Capital Plans

The Capital Planning Team will receive workload projections from the Healthcare Team
and apply the approved conversion factors to develop a macro level SF need (by CIC and
site zone) and associated parking SF needs by site zones. From these two, the team will
develop projecied SF property need by site facility and non-facility zones. At that point,
further comparison with exjsting conditions and comments from the LAP meetings will
be synthesized to develop options that will identify (1) Intent, (2) Scope, (3) Cost, and (4)
Time. Those will be provided to the Finance, Re-use Teams and other Project Teams for
further analysis followed by presentation at LAP meetings and delivered to the VA for
evaluation and possible inclusion in Stage 11
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Comprehensive Capital Plans

Stage 1 approach and deliverable products will be the same as for General Capital Plang
(described above) with the exception that workload projections will be VA-provided
GFI..

Stage I1

The Capital Planning Study Team will develop more detailed assessments (based on the
Secretary’s direction as discussed in Chapter 3) of the potentially viable site and facility
Business Plan Options selected by the VA from Stage 1 and, as part of the Team PwC
decision process, provide a recommendation to the VA of which Business Plan Option
offers the optimal solution. Figure 4.3 provides an overview of the key capital planning
activities in this Stage.

Options -~ Option — Final
Selection LAP 3 | Refinement [LAP4 | Presentation

glor_npye_hensive Plans

1

[ntent Intent
| Scope «fiC & patectss Scape

! VA RcheW Cosl taeparmann Cost
and selection Time ozam chany Time _
of Options
for further

i development w

General Plans

Figure 4.3 Principal Capital Planning Activities for Stage 1l
General Capital Plans

Based on VA-selected options from Stage I, additional refinements will be made. Stage 11
options will present: (1) Intent, (2) Scope, (3) Cost, and (4) Time.

Comprehensive Capital Plans
Similar refinements to the VA selected options from Stage I (as described above),

additional refinements will be made, Final deliverable product refinements for
Comprehensive plans will include department level area totals and block diagrams where
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appropriate as well as identification of projects and Gantt Chart based implementation
plan for each Business Plan Option.

4.2. APPROACH

[nputs for General Capital Plap Sites and Comprehensive Plan Study Sites are detailed
below:

4.2.1. Government Furnished Information - Building and Site Documents and
Assessments

VA will provide architectural and engineering data regarding existing conditions for each
Study Site. This includes plans, facility condition assessment reports, project scope,
schedule and cost descriptions for establishing baseline existing conditions.

The Team PwC Healthcare Team will provide workload data at the CIC and stop
code/departmental level for development of zone level facility and site area projections.

VA will provide projection data and distnibution proportions as established in prior
studies to establish the baseline for development of macro level facility and site area
projections.

CHAPTER 4 -~ CAPITAL PLANNING 6/19 PROPRIETARY AND CONFIDENTIAL
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Architectural and Engineering Documents

Site Plans (1o the extent possible in AutoCAD): VA will provide civil site plans, surveys,
property descriptions and other related data regarding existing sites to identify the extent
and condition of surface and subsurface conditions within the project scope. Information
in these documents will indicate topography, legal boundaries, archeological,
environmental hazards, wetlands, parking, vegetation, roadways, easernents, buildings
and other natural features and physical iraprovements to the property. An example of a
typical GF1 site plan leve] of detai] is shown as Figure 4.4

BUTDING LECEND

HGSPITAL
DSS/STRATECIC MOWT
PISCAL/RR /A&MU
ENG‘NE[R‘NG/MEDICAL MEQW
SEQURITY /CREDIT URION
ENGIHEERING SHOPS
LAUNDRY

BOAER FLANTY

(0 STORAGE

11 STCRAGE

12 RESEARCH

15 METER MOUSE

(9 RESEARCH

21 CHILLER PLANT

11 STORAGE

T3 STORAGE

(>R LY RPN o

vA MEDICAL CENTER
LOUISVILLE, KY

Figure 4.4 - Example of a typical GFI site plan level of detail
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Building Plans (to the extent possible in AutoCAD): VA will provide architectural plans
of each building and structure on the properties included in the project scope.
Information in the documents for each building will indicate at minimum, the
departmental boundaries of occupants for each floor with areas totals in departmental
gross square feet (DGSF) that correspond to the totals provided in the facilities database
(referenced in section 4.3.2 below). An example of a typical GFT building plan is
indicated in Figure 4,5. GF! engineering systems drawings and related documents will be
provided as appropriate for select buildings to identify where renovation and/or
demolition would impact other related campus or facility operations.

Existing Floor Plan (GFI)

ﬁLE?F" - T %5“_%
™ b gy —! ‘

Figure 4.5 - Example of a typical GFI building plan

The Capital Planning Study Team assumes that all site plans are correlated to bujlding
plans, all buildings are correlated to departments therein, and all database references are
correlated to the GFI Department List. If these correlations are not provided, the VA and
Team PwC will convene to develop a methodology and solution that resolves
discrepancies.

GFI - Facilities Database

The Capital Assets Inventory (CAT) Database will be provided by VA. It is assumed that
the CAI database is reconciled with the documents identified above.

CHAPTER 4 - CAPITAL PLANNING 8/19 PROPRIETARY AND CONFIDENTIAL
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GFI - Database ‘“crosswalk” mapping documents

The VA and PwC Healthcare will provide mapping documents that demonstrate the
relationghip between the CARES Tmplementation Categories (CIC), Clinjcal Inventory
(CD), and the GFI Department List.

GF] - Other data sets

The VA will provide documentation of approved facility planning and design standards
and other data sets as appropriate and applicable to the project sites (these include historic
preservation, environmental; facilities condition assessment, fire/life safety issues, etc.)

GFI and Team PwC - Site Zoning for Facility and Non-Facility areas

The Capital Planning Study Team will present existing and proposed area totals based on
the CIC categories and Site Zone Categories as identified below. These categories were
developed and approved in meetings with VA and Team PwC representatives on March
15-16, 2005.

= Site— Facility Zones
Acute Care

Nursing Home
Domiciliary
Rehabilitation
Behavioral Health
Ambulatory Services
Research
Administration
Logistics

O 00 0 0 0 0o O O

= Site — Non-Facility Zones

o Civil Issues
o Buffer
o Outdcor Recreation
o Parking
o Circulation
o Demolition
o Reuse
CHAPTER 4 - CAPITAL PLANNING 9/19 PROPRIETARY AND CONFIDENTIAL
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4.2.2. Other Potential Users of Site/VA Services

GF1 - details of its non-health care facilities requirements at each project site.

The VA should describe existing non-health care facility use and square footage,
proposed use and square footage, operational requirements and implications at the site,
bujlding and departmental levels.

GFI - details of potential collaboration or collocation opportunities with other VA
organjzations (most likely the VBA) or largely VA-funded organizations (e.g., like

NCIRE).

The VA should describe existing use and square footage, proposed use and square
footage, operational requirements and implications at the site, building and departmental
levels.

Such co-Jocation opportunities should identify terms of trade (including overall
magnitude of potential rent and other costs saved from collocation) as well as the overall
magnitude of the costs associated with implementing such a collocation

GF] - details of potential collaboration or co-location opportugities with the DoD to
use/re-use VA facilities/sites. Team PwC anticipates that the VA Headguarters will
coordinate with the DoD to identify potential co-location/collaboration opportunities
for:

s The DoD utilizing VA land, facilities or services at sites identified in the scope of
work and

» The VA utilizing DoD land, facilities or services at sites identified in the scope of
work.

GFI - details of potential collaboration or co-location opportunities with Affiliated
Organizations to use/re-use VA facilities/sites. Team PwC anticipates that the VA
will  coordinate  with  Affiliated  Organizations to  identify  potential
collocation/collaboration opportunities for:

s The Affiliated Organizations utilizing VA Jand, facilities or services at sites identified
in the scope of work and

= The VA utilizing Affiliated Organizations land, facilities or services at sites identified
in the scope of work.

CHAPTER 4 - CAPSTAL PLANNING (0/19 PROPRIETARY AND CONFIDENTIAL
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4.2.3

Capital Cost Basis
Team PwC’s capital cost estimator (Davis Langdon) is required to prepare capital
investment and capital life cycle cost estimates by Business Plan Options for both

General Capital Plans and Comprehensive Capital Plans,

General Capital Plan - Stage I

A rough order of magnitude (ROM) cost estimate will be developed for each Site in each
Business Plan Option at each Study Site using unit costs per GSF for the different
building types within the site zones. Specific building types will be specified for costing
purposes. The list will be developed for review and approval by VA Representatives.
The assignment of costs will be categorized by the Cost Investment Types (as identified
in the Glossary).

Separate cost estimates will be provided by Business Plan Option for each affected
existing and proposed Site’s facility and non-facility site zone. These then roll up into the
overal] capital cost estimate summary for each Site, which js mnput into the BPO
Financial Analysis Too! for that BPO. The Building Gross Square Footage for each study
option will be summarized (BGSF represents the total building area measured from the
exterior face of the exterior walls). A separate calculation of developed site area, i.e. land
used, will also be provided.

Site specific issues, such as soils condition, seismic requirements, access and other site
related factors as identified in GFI or by the OGCs, will be considered as appropriate
with each option and factored into the unit costs as appropriate.

Building cost (unit costs per SF) assumptions are based on a combination of unit rates
taken from the VA’s cost estimating data base and Team PwC’s own historic cost
information. Any significant unit rate differences from the VA cost data base will be
explained as part of the reporting. Where data omissions or discrepancies exist, Team
PwC and VA Representatives will convene to develop a solution and methodology for
resolution. These cost estimates, based on unit costs per SF, will be adjusted as
appropriate to be reflect site specific conditions, quality, time and geographic location.
Published indices will be used as the basis of the capital cost escalators, Team PwC uses
the Marshall & Swift Comparative Cost Index for computing these adjustments.
Reference will be made to the VA’s ‘CARES Construction Cost Factors’ documents &
‘Inflation Allowance Charts’, and any departure from these guidelines would be
described.

Separate allowances will be included in the capital cost estimate for design contingencies
and other soft costs to ensure that all items at the project cost level are accounted for.
Where data conflicts or discrepancies with VA standard allowances exist, Team PwC and
VA Representatives will convene to develop a solution and methodology for resolution.

CHAPTER 4 - CAPITAL PLANNING 11/19 PROPRIETARY AND CONFIDENTIAL
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Stage [ — General Capital Plan outputs will include:

» Intent (Descriptive narrative of intent of the proposed option)

» Scope (site plans and square footage totals by CIC and site zones for new, renovation
and reuse)

= Cost (Estimates for square footage and costs by CIC and Facility and Non-Facility
Site Zones as related to New, Renovation, Demolition or Reuse costs) and Life-cycle
costs as appropriate

» Time (Estimated timeline for development through 2033,

Each option will include drawings indicating location as appropriate.

Comprehensive Capital Plan —~ Stage [

A rough order of magnitude (ROM) estimate will be developed for each option to the
same level as presented in General Plan gites.

Stage I — Comprehensive Plan outputs will include:
« Same as for General Capital Plans
Each option will include drawings indicating location as appropriate.

General Capital Plan - Stage I1

The Stage Il costing approach will be a refinement of intent and scope based on
Secretary-selected options from Stage I. The methodology will be similar in that a unit
price per SF will be applied. The refinement from the Stage 1 exercise fo the Stage II
exercise will be apparent and traceable.

In addition to the comparisons with benchmarking information described above, a Life
Cycle Cost Analysis will be performed utilizing a ‘30 year life’ model. This will
recognize regular maintenance and replacement cycles in accordance with published
recommendations such as ASHRAE.

Stage I — General Capital Plan outputs will include:

» Refinement of intent and scope based on VA selected Stage T Options with the level
of detail indicating square footage and block diagrams at the site zone and building
level where appropriate

= Costs allocated by VA categories at the site zone and building level where
appropriate

» Refinement of timeline with Gantt chart indicating project phasing by year

Each option will include drawings indjcating location as appropriate.

CHAPTER 4 - CAPITAL PLANNING 12/19 PROPRIETARY AND CONFIDENTIAL
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Comprehensive Capital Plan - Stage IT

The Stage 1l costing approach will be a refinement of intent and scope based on VA
selected options from Stage I and will focus on a narrower band of options. The
methodology will be similar in that a umt price per SF will be applied (where
appropriate) at the departmental level in addition to facility non-facility site zone Jevel.
The refinement from the Stage I exercise to the Stage Il exercise will be apparent and
traceable.

In addition to the comparisons with benchmarking information described above, a Life
Cycle Cost Analysis will be performed utilizing a ‘30 year life’ model. This will
recognize regular maintenance and replacement cycles in accordance with published
recommendations (such as ASHRAE and other industry standards).

Stape I - Comprehensive Capital Plan outputs will include:

= Refinement of intent and scope based on VA selected Stage 1 Options with the level
of detail indicaling square footage and block diagrams at the site zone and department
level where appropriate

= Costs allocated by VA categories at the site zone and department level where
appropriate

» Refinement of timeline with Gantt chart indicating project phasing by year

Each option will include drawings indicating location as appropriate.
4.3. TOOLS AND TEMPLATES

4.3.1. Example Tools and Templates

Example tools and templates will be similar for application on both General Capital Plan
and Comprehensive Capital Plan sites. An initial sample of this tool is provided in the
Figure 4.6. Development of the tool for application specific to this project will be
completed prior for initiation of Stage [ Options.

CHAPTER 4 - CAPITAL PLANNING 13/19 PROPRIETARY AND CONFIDENTIAL
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TeaM PwC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

4.3.2. Department Area Projections as Distributed by Facility and Non-
Facility Site Zones

Using the VA Department List, the too] will illustrate departmental area projections and
include planning factors that quantify Departmental Gross Square Feet (DGSF),
Department level area distribution by site zones wil! be presented for Comprehensive
Capital Plan sites, and building level area distribution will be presented for General
Capital Plan sites;

4.3.3. Parking Area Projections Based on Typical Parking Space to Facility
Area Factors by Facility and Non-Facility Site Zones.

Factors will be adjusted with respect to facility site zones and peak hours of operation per
building. A decision regarding the desired level of structured parking will be identified
by the VA and parking area (BGSF) based on SF/space will derive the total projected
area of structured and surface parking required. General structured parking footprint
proportion will be derived from total needed capacity, typical structure and the total
floors.

4.3.4. Facility and Site Area

Facility and site area requirements based on formulas derived with the VA and Team
PwC to determine projected proportiona) distribution of space for Non-Facility site zones
and the cumulative floorplate areas for buildings and parking will be made as described
above. Site area not required for VA specific functions will be identified in square
footage and quantity of Buildings for consideration by the Re-use Team. A sample of the
Stage 11 site plan (for both General and Comprehensive Plan sites) and a sample facility
plan (for Comprehensive Plan sites) is provided in the Figures 4.7 and 4.8, respectively.
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Figure 4.8 Comprehensive Capital Plan Floor Plan
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4.3.5.

4.3.6.

TeEAM PWC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

Cost Estimate Templates and Outputs

As indicated in 4.2.3, Capital Investment and Capital Lifecycle Cost estimates will be
prepared by Perkins+Will and Davis Langdon for each Business Plan Option.

[Example tools and output will be provided following the Testing stage.]

Construction Schedule

The extent of projected construction will be identified by business plan option per site
with specific construction projects identified for Comprehensive Plan. The scope and
schedule for each will vary by site. A sample schedule is included in the Figure 4.5.
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5.1. INTRODUCTION

This Chapter of Team PwC’s methodology describes the approach, inputs, outputs and
assumptions to be used by the re-use specialists both within Team PwC and Other Government
Contractors (OGC's) appointed and directed by the Department of Veterans Affairs.

5.2. TEAM PwWC GENERAL RE-USE METHODOLOGY

5.2.1. Overview
The sites that will be included in the general re-use sfudies include:

Boston

Brooklyn / Manhattan
Louisville

Waco

Big Spring

Walla Walla

5.2.2. Planning Phase

Real Property Baseline Reports

Per the scope, Government Furnished Information (GFJ) for this phase includes:

Descriptive data: boundary surveys; site plans; building plans

Ownership data: leases; deed and title information

Building condition reports

Building utilization

Aerial photographs

Description of past practices on the facility

List of existing tenant organizations, terms of tenancies and associated activities
Deed restrictions

* Legal descriptions of the property

*  Site improvements

Real Property Baseline — We will collect and analyze existing VA property information (both
physical and legal) about the subject property (Jand and buildings) needed to identify significant
property conditions including legal descriptions and boundarnies, existing leases or easements,
legislative jurisdiction, federal title and deed information, physical condition, use, and age of
buildings and infrastmcture, and VA capital investment profiles. The deliverable shall be a Real
Property Baseline Report synopsizing/analyzing current information and identifying

CHAPTER 5 RE-USE 2/18 PROPRIETARY AND CONFIDENTIAL
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build-able/develop-able vacant tracts or parcels, constraints, “as-is” non-VA potential uses of
land and buildings, an overview of surrounding existing and future land uses and environmental
conditions, and identification of critical data/information gaps.

Team PwC’s subcontractor, Economic Research Associates (“ERA™) understands that much of
the above noted GFI will be provided in electronic form by the VA, Any information for the
Real Property Baseline Reports that is not readily available to ERA through the data portal or the
electronic data provided to ERA by the VA, will be collected by the VA or noted as not
available. In addition to the GFI, ERA will obtain the appropriate documents, including
compreheusive plans and specific area plans, local zoning ordinances, and similar
documentation to establish the regulatory context affecting re-use potential.

ERA will develop Real Property Baseline Reports for each site that will summarize the existing
conditions and identify their general impact on re-use potential indicated by these conditions,
unconstrained by healthcare or capital planning input. Team PwC will identify any critical
data/information gaps in the GFI received within jts Real Property Baseline Report.

Environmental Baseline Study (EBS)

Collect and analyze existing VA environmental information (natural and man-made) from
the existing environmental documentations (both in hardcopy and electronic format)
compiled by the government in a central location per region about the subject property
(land and buildings) needed to identify significant environmental conditions of VA
property and assist VA efforts in complying with certain federal environmental laws (e.g.,
National Environmental Policy Act (NEPA), Comprehensive Environmental Response,
Compensation and Liability Act (CERCLA), Resource Conservation and Recovery Act
(RCRA), etc.) potentially effecting the non-VA use and/or transfer of federal property as
well as the timing and feasibility of alternative non-V A uses. The Contractor shall collate
existing information provided by the VA on hazardous matenals including asbestos
containing materials (ACM); lead based paints (LBP), solid waste dumps, permits and the
notice of violations, and the existence and condition of aboveground and/or underground
storage tarks. Information about floodplains, wetlands, cntical habitats, endangered
species, and the existence of aboveground and/or below ground cultural resources, shall be
collected and analyzed.

The deliverable shall be an Environmental Baseline Report identifying and analyzing
significant environmental constraints to future non-VA uses. The Contractor shall be
expected to document the findings using standard commercial formats like those found in
ASTM Designation E1527-00, Standard Practice for Environmental Site Assessments
(Phase I Environmental Site Assessment Process), or other environmental report formats
acceptable to VA based on the available information and documentation provided by the
Government. The report will also include identification of critical data and/or information

gaps.

CHAPTER S RE-USE 3/18 PROPRIETARY AND CONFIDENTIAL
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Home Engineering Services, Inc. will conduct a limited environmental document review (a
desk-top study) at each of the six sites listed above. The limited document reviews will examine
the exiting facility documentation associated with the environmental concems. The
documentation will be provided by the Government for this effort. Horne Bagineering will
prepare the review report in a format similar to the ASTM Phase I Assessment report format
1dentifying the potential environmental concerns associated with the faciliies. No regulatory
records search/review and site inspection are required except the review of documents provided
by the Government. Qualifative review, analysis, and gap analysis will be completed and
documented as part of the EBS report.

Appendix 5.A presents a summary table of contents for the EBS report required from the
Re-Use teams at each of the six sites listed above (Team PwC anticipates that the VA will
provide or procure similar reports for all the other study sites). It may be amended or reduceqd as
a result of limited data availability. The report will identify any critical data and/or information

gaps.
5.2.3. Stage I Option Development and Assessment

In this stage, ERA will develop a number of wytial re-use plan options for each of the sites listed
above for both the Baseline Business Plan Option and each of the other Business Plan Options
Developed by Team PwC. These re-use plan options will be at a high level and range from
re-use of the entire site, with or without the current structures, to re-use of part or all of a single
buildings or partial re-use of the site, if feasible. Each site will include the option of reusing the
entire site, cleared of existing buildings. Team PwC’s Capital Planning team will collaborate
with ERA to identify a broad range of potential physical options for each Site and provide ERA
with the amounts and timing for vacant space, buildings and land for each of the Business Plan
Options to be considered in Stage I. Other options will be developed by ERA upon receipt of
indications of vacant land, buildings and space from the Capital Planning Team’s initial
Business Plan Option development. ERA anticipates that similar re-use options may be
applicable to multiple Business Plan Options.

We will produce a realistic Re-use Plan (including re-use strategies, options, outcomes,
schedules, and contacts) capable of gaining acceptance and approval by high-level VA
decision-makers.

Preliminary Hichest and Best Use Analysis
Highest and Best Use Analysis — We will collect and analyze non-VA real estate and market
information needed to identify the most probable non-VA use, or range of uses, that is:

» Physically possible

» Legally (under both federal and state law) permissible

»  Financially (through private sources) feasible, and

*  Most profitable in terms of economic or operational value retumed to VA

CHAPTER S RE-USE 4/18 PROPRIETARY AND CONFIDENTIAL
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This task will include the following subtasks:
= Qverview of salient market conditions
= Qverview of local political and regulatory climate toward development
*  Jdentification of potential high demand/high value VA properties
= Jdentification of likely altemative uses and users
* Likely altemative use analysis
*  Pro forma Analysis by likely market types/uses

ERA has developed a checklist template (see Appendix 5.B) to screen the potential candidate
uses for each site, whether for the whole site, a portion of the site, or for parts or all of specific
buildings. The purpose of this exercise is to eliminate non-viable re-use options using rational
and systematic application of consistent criteria. The criteria will include the presence and
strength of key market demand drivers for specific uses, as well as the appropriateness of the site
- size, configuration, access, visibility, and the like--to accommodate such uses. For example,
hotel market demand dnivers would include the presence of tourist attractions or employment
centers nearby. This process will also consider surrounding 1and uses, the presence of nearby
Institutions, and existing linkages, both physical and programmatic.

Market Overview

For each of the potential uses identified in the preliminary screening (described above), ERA
will conduct a market overview to develop an understanding of the leve] of likely market support
for each relevant use on the sites, and to develop high level cost and revenue factors, and
potential absorption.

ERA will attempt to utilize similar, standard, published sources of data for each of the sites, such
as the Census, State data centers or labor departments, or private data providers such as Claritas,
ESRI, CoStar, REIS, or Smith Travel Research. However, different uses in different locations
may have unique data needs. For instance, Manhattan market analysis may require
Manhattan-specific data sources. Additionally, hotel market data may not be available for
remote locations, necessitating a unique approach to hotel demand analysis, should the iitial
filter indicate this nse warranis analysis.

Environmental and Regulatory Assessment

Based on the Real Property Baseline Reporis prepared during the Planning Phase; zoning and
building code issues identified in the Real Property Baseline Reports; environmental issues
identified in the Environmental Baseline Reports; and any issues identified by stakeholders in
their communications to Tearn PwC or the initial pablic meeting process, ERA will identify key
constraints and assess the potential for regulatory delay or risk.

CHAPTER 5 RE-USE 5/18 PROPRIETARY AND CONFIDENTIAL
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Profile of Potential Uses and Users

ERA will identify candidate uses and, to the extent possible, categorical or specific candidate
users for the surplus property. We anticipate that a significant source of interest may be derived
from related healthcare and educational institutions. We will review any potential interest
expressed through the stakeholder process from adjacent or linked institutions. For other uses,
BRA will describe the type of activity or business, their Space or land requirements, preliminary
working assumptions for density, product type, development economnics, and land rent and
disposal (fee simple) value.

Desktop Valuation Analysis

We will create a Valuation Report identifying asset re-use strategies designed to maximize value
and economic retum to VA.

Stage 1 desktop valuation analysis will include both an eslimate of development costs and
residual land value, based on a stabilized year development and re-use cash flows associated
with the re-use of vacant land and buildings associated with each of the Stage I Business Plan
Options developed for the site by Team PwC’s Capital Planning Team. Development costs will
include any necessary demolition costs (to be provided by Capital Planning team), as well as
hard and soft costs and any likely infrastructure and amenity costs.

The re-use team will apply an appropriate capitalization rate to a stabilized year cash flow for
each option to determine the potential residual land value. Capitalization rates will reflect the
end-user’s or developer’s perspective, rather than OMB or VA. The intent of this exercise is to
determine the potential market support for re-use options. An estimate of annual rent and fee
value will then be determined, based on a market-indicated rent to value proportions estimated
based on local sources.

The broad indications of value for each re-use option that are developed in the desktop valuation
analysis task will be converted to a re-use assessment scoring using the scales listed below, with
accompanying descriptions of the level of difficulty and risk inherent in the options and inctuded
in the assessment of re-use potential for business plan options. The Team PwC Re-use team will
provide these inputs to the Local Advisory Panel process and the Stage I deliverable. ERA will
be available to address questions or concemns during this process.

Assessment of Re-Use Potential for Stage I Business Plan Options

We will produce a realistic Re-use Plan (including re-use strategies, options, outcomes,
schedules, and contacts) capable of gaining acceptance and approval by high-level VA
decision-makers.
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Team PwC will produce descriptive summaries and assessments of potential re-use programs
for each of the Business Plan Options (including the Baseline Business Plan Option) developed
by Team PwC. ERA anticipates that similar re-use programs may be applicable to multiple
Business Plan Options. These assessments will utilize the amount and timing of vacant land,
buildings and space for Business Plan Options identified by the Capital Planning Team and net
receivable values based on the net realizable cash flows identified in the Preliminary Highest and
Best Use Analysis, and provide assessment scores in accordance with the scoring methodology
set out in Chapter 2 (Decision Support and Business Planning). This assessment will include:

= Identification of the potential development produc'(, the tenant profile, the timing and
anticipated pace of redevelopment or re-use

*  ldentification of the amounts of land, buildings and space used for a re-use program and any
space, land or buildings assumed not to be suitable for re-use

= Identification of suitable approaches to minimize retained ownership costs of any space,
land or buildings assumed not to be suitable for use by the VA or re-use by pother parties

= Broad indications of value and identification at a high-level of the amounts and timing of
potential re-use costs and revenues

=  Re-useassessment scoring, using the scales listed below, with accompanying descriptions of
the level of difficulty and risk inherent in the options and included in the assessment of
re-use potential for business plan options. Team PwC assumes that the VA will instruct the
OGC to provide these inputs to the Local Advisory Panel process and the Stage 1 deliverable
and be available at Local Advisory Panel meetings and to Team PwC to address questions or
concems during this process.

ngh dcmolmon costs, wnh lxttle retum anuclpdted £rom re-use

No material re-use proceeds available
A Similar level of re-use proceeds compared to Baseline (+/- 20% of
Baseline)
A Higher level of re-use proceeds compared to Baseline (e.g. 1-2 times)
AR Significantly higher level of re~use procecds compared to Baseline (e.g. 2
or more times)

= Initial consideration of key risks and implementation issues.

5.2.4. Stage II Option Refinement and Testing

The tasks in Stage IT will be similar to those outlined in Stage I, yet they will firther refined and
supplemented with additional inputs. At the commencement of this Stage Team PwC’s Capital
Planning team will collaborate with ERA to identify the range of potential physical options for
each Site based on the Secretary’s State 1 decision and provide ERA with the amounts and
timing for vacant space, buildings and land for each of the Business Plan Options to be
considered in Stage I1.
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Market Assessment

For each of the proposed uses in the selected Business Plan Options to be studied in this phase,
the Re-use team will create a more detailed market assessment that relies on primary market
data. Tasks include:

= Interview local real estate and land development professionals, including real estate brokers,
property developers, builders, and economic development officials, regarding market
conditions

*  Obtain regional market data sources for the applicable uses. Variables to obtained include
sales prices, rents, absorption, and inventory data

* Refinement of re-use programs based on revised amounts and timing of vacant land,
buildings and vacant space in buildings for Business Plan Options generated by the Capital
Planning Team in Stage 1

» [dentify relevant properties or development projects in the appropriate submarket and
determune their capital costs and operating costs and revenues

»  Using the data from both Stages I and II, the re-use team will refine the market analysis that
was completed in Stage I

Epvironmental and Regulatory Environment

In Stage II, the assessment of the pobtical and Jegal environment will be refined by holding
meetings with local officials regarding the viability of zoning or other required changes in land
use entitlements. Additionally, public reaction to the re-use options presented at the end of Stage
1 and other broad public desires for the sites expressed through the stakeholder process will be
assessed.

Business Plan Option Refinement

Based on the refined market assessment and additional local inputs, the re-use potential of
Business Plan Options will be refined, as necessary. Other non-market uses, such as another
healthcare provider, or homeless shelter, that evolve from Stage I will be incorporated in this
stage.

Inputs to the Financial Analysis

The Re-use team will complete a 30-year cash flow pro forma for each of the Business Plan
options included in Stage II. The cash flows will identify the net revenue potential for the VA.
The preferred transaction structure o be analyzed will be a 75-year Enhanced Use Lease. Since
the timeline for the study is 30 years, the net present value of the remaining years of the lease
will be capitalized in year 30. Where the value of the property under a given option will be
greatly enhanced through disposition, we will create cash flow pro-formas that incorporate
disposition, noting the likely risks and hurdles that might accompany such a disposition strategy.
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Public and Private Funding Alternatives

The re-use team will consider potential redevelopment or re-use incentives, including direct
investment by other government, state and local agencies throngh various grant or loan
programs, tax credits, and similar approaches. Additionally, the re-nse team will conduct an
assessment of funding and financing options for the redevelopment or repositioning of the asset.

Implementation and Risk Assessment

The re-use team will recommend responsibilities for VA, development partners, and others as
appropriate arrayed against an expected timeframe. Additionally, potental regulatory changes
or other hurdles will be noted. Additionally, factors such as the location of proposed uses on the
sites, or other uses that may impact the marketability of the proposed uses will be explored.

The re-use team will provide inputs to the Team PwC risk assessment and overall scoring of
options in accordance with Chapter [6] (Implementation Planning & Risk Management
Methodology) and Chapter 2 (Decision Support and Business Planning Methodology).

Liaison and Refinement

Throughout this stage ERA will be involved in liaison with Teara PwC’s Site Leader for each
site and the Capital Planning team in particular. In addition, ERA anticipates being required to
present and answer re-use related questions at Local Advisory Panel meetings. ERA also
anticipates being required to revise and amended its analyses following Local Advisory Panel
meetings to reflect the opinions received at these meetings and potentially to also develop
additional options in short order to reflect the requests of the Local Advisory Panels.

Team PwC’s stakeholder engagement team will provide ERA with copies of any comments or
testimony received from stakeholders. ERA will provide Team PwC Site Leaders with both a
commentary and expert advice on the impact stakeholders’ comments have on re-use options for
each site.

Following completion of the option assessment and the 4™ Local Advisory Panel meeting, Team
PwC will submit a draft business plan to the VA for its comment and review. This process is
likely to take several months and will most likely result in the need to refine and/or revise
analysis and inputs of the re-use and other team members potentially 2-3 times, It may also result
in there needing o be another Local Advisory Panel meeting, where the re-nse team would
participate, and potentially further analyses and revisions to reflect the discussions at this
meeting. The re-use advisor’s inputs are integral to the finalization of the business plan for each
site and therefore, ERA anticipates being required to refine the language of its outputs (or inputs
to the Business Plan) as the Business Plan is refined in this process.
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5.3.  GENERAL AND COMPREHENSIVE RE-USE METHODOLOGY OTHER SITES
General and Comprehensive Plamning studies are to be completed by Other Government
Contractors (OGC) and are to work at the direction of the Department of Veteran A ffairs.

5.3.1. Overview
As indicated in the SoW the OGCs are to complete both General Re-Use Plans and
Comprehensive Re-Use Plans at:

Canandaigua
Montrose/Castle Point
St. Albans

Lexington

Livermore

White City

Perry Point
Gulfport/Biloxi

West LA

e S R

As indicated 1 both the SoW and in Team PwC’s proposal, the work of the OGCs are an
integral part of the study process at these sites. Tearn PwC will coordinate their work with the
work of our study team and as such their inputs are on the critical path for each site.

Team PwC anticipates that the OGCs will provide the deliverables from such studies in
accordance with VA'’s direction. Team PwC assumes that such direction would be
commensurate with Team PwC’s SoW, at a timescale commensurate with the work of Team
PwC at each site.

Real Property and Environmental Baseline Reports

Team PwC assumes that the VA will provide or instruct the OGCs to provide a Real Property
Baseline Report and an Bnvironmental Baseline Report for each of the sites listed above
consistent with those prepared by Team PwC. Team PwC had planned to complete these tasks
within 1-2 weeks of the start of Stage I. Appendix 5.A contains a potential table of contents for
the Environmental Baseline Study report (The Table of Contents is subject to VA having the
information available for the VA facilities at each of the Study Sites).

5.3.2. Stage I — Initial Business Plan Option development and assessment
(Phase 2 of the Enhanced-Use Lease Real Estate Advisory Services Contract)

Team PwC assumes that the VA will provide or instruct the OGCs to provide high-level re-use
plan options for each of the sites listed above for both the Baseline Business Plan Option and
each of the other Business Plan Options Developed by Tearmn PwC. Team PwC assumes these
re-use plan options will range from re-use of the entire site, with or without the curent
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structures, to re-use of part or all of a single buildings or partial re-use of the site, if feasible.
Team PwC assumes such re-use plans will include the option of reusing the entire site, cleared of
existing buildings. Team PwC’s Capita] Planning team will collaborate with the OGC to
identify a broad range of potential physical options for each Site and provide the OGC with the
amounts and timing for vacant space, buildings and land for each of the Business Plan Options
to be considered in Stage 1. Specific Re-Use Plan Options will be dependent on Team PwC
Business Plan Option development and the provision of indications of vacant land, buildings and
space from the Team PwC Capital Planning Team. Team PwC anticipates that Re-use Plan
Options developed by the OGC may be applicable to multiple Business Plan Options developed
by Team PwC. This will provide an indication for each Business Plan option of the potential
surplus space, buildings and land available for re-use.

The Team PwC Capital and Re-Use Plamning teams will require early coordination with the
OGCs at each site and inputs from them as to the scale of potential value of the site, as well as
gmdance as to any particular site and or building re-use factors that the capital planner should
consider in developing capital planning options. This is particular]y important where potentially
high re-use values may have a matenial impact on the types of Business Plan Option developed.
Where re-use potential is strong and land values are high, the team should develop Business Plan
Options that examine the trade off between mvestment in site-consolidation against the income
that the VA would receive for the site re-use. Where land values are high, alternative locations
could be considered — closer to the Veterans or in Secondary locations, rather than primary
locations — in these cases we anticipate the Capital Planner Team (who will define the footprint
required) and the PwC Site Leader interacting with the VA/OGC Re-Use Contractor (who
should have a good understanding of land values in the area) to assess the attractiveness of such
options.

Team PwC assumes that the VA will instruct the OGCs to prepare an initial General Property
Re-use Plans with options and quantified inputs to the financial analysis for consideration by
both the Team PwC Site Team Leader and for presentation to the Local Advisory Panels.

Team PwC assumes that the VA will instruct the OGC to prepare re-use plan options for each
Business Plan option developed by Team PwC and provide such additional options that Re-Use
OGC considers necessary to be considered. Team PwC anticipates that re-use plan options may
be applicable to more than one Business Plan Option. The re-use OGC is expected to provide 2
broad range of options for the re-use potential for part and whole areas of VA installations, part
and whole re-use of individual existing buildings, including re-use of any surplus space within a
medical center or other property jointly with VA (or other tenant’s) contimued operation. Certain
re-use options, may directly relate to provision of care to veterans. For example, the VA may
lease part of the site to a provider of long term care (LTC). The re-use OGC should provide an
Indication of the Ground Rent that should be paid by the care provider for the site based on, we
assume, full open market rents levels. Team PwC will identify the charges payable for the LTC.
It 1s our understanding that ground rents are to be at open market rental levels provided by the
OGC, unless there is a strong case why a reduced rent would offer the VA better value for
money.
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Desktop Valuation Analysis

Team PwC assumnes that the VA will instruct the OGC to complete a Stage [ desktop valuation
analysis, which will inctude both an estimate of development costs and net residual land values,
presumably based on a stabilized year development and re-use cash flows associated with the
re-use of vacant land and buildings associated with each of the Stage I Business Plan Options
developed for the site by Team PwC’s Capital Planning Team. Team PwC anticipates that
development cost assumptions for such re-use plans will include any necessary demolition costs,
as well as hard and soft costs and any likely infrastructure and amenity costs.

Assessment of Re-Use Potential for Stage I Business Plan Optiouns

Team PwC assurnes that the VA will instruct the OGC to provide Teamn PwC with descriptive
summaries and assessments of potential re-use programs for each of the Business Plan Options
(including the Baseline Business Plan option) developed by Team PwC. Team PwC anticipates
that similar re-use programs may be applicable 10 multiple Business Plan Options. These
assessments will utilize the amount and timing of vacant land, buildings and space for Business
Plan Options identified by the Capital Planning Team and pet receivable values based on the net
realizable cash flows idenfified in the Preliminary Highest and Best Use Analysis, and provide
assessment scores in accordance with the scoring methodology set out in Chapter 2 (Decision
Support and Business Planning).

This assessment will include:

» Identification of the potential development product, the tenant profile, the timing and
anticipated pace of redevelopment or re-use,

= Jdentification of the amounts of land, buildings and space used for a re-use program and any
space, land or buildings assumed not to be suitable for re-use

= Identification of suitable approaches to minimize retained ownership costs of any space,
land or buildings assumed not to be suitable for use by the VA or re-use by pother parties

» Broad indications of value and identification at a high-level of the amounts and timing of
potential re-use costs and revenues, re-use assessment scoring, using the scales listed below,
with accompanying descriptions of the level of difficulty and risk inherent in the options and
included in the assessment of re-use potential for business plan options;
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- No material re-use proceeds available

Similar level of re-use proceeds compared to Baseline (+/- 20% of

Baseline)
AN Higher level of re-use proceeds compared 1o Baseline (e.g. 1-2 times)
A A Significantly higher level of re-use proceeds compared to Baseline (e.g. 2

or more times)

= Initial consideration of key risks and implementation jssues.

= Inputs to the Financial and Economic Analysis and assessment of Business Plan Options,
including completion of financial analysis input 4nd assessment templates as indicated in
Appendix 5.C

Team PwC assurnes that the VA will instruct the OGC to provide these inputs to the Local
Advisory Panel process and the Stage I deliverable and be available at Local Advisory Panel
meetings and to Team PwC to address questions or concems during this process.

Team PwC assumes that the VA will instruct the OGC to provide inputs into Team PwC'’s
business planning. These inputs are likely to include, but not be limited to:

Summary of the Re-use opportunity at the Site:

* Summary of the VA’s facilities/land in the Study Area and a summary of key
issues/constraints from the OGC’s Real Property and an Environmental Baseline studies

* An overall summary of local market conditions and development trends/cycles in the
vicinity of each of the VA facilities — such an analysis should include the re-use zoning
context, provide general indicators of land and building values in the area and net rents
achievable on medical or similar space on the open market (typically what is called a
comparator analysis)

*  An initial indication of the potential Highest and Best Use of each of the VA’s potential
re-use sites in the Study area

= A summary of the VA’s recent experience letting or atternpting to let, dispose or jointly
re-use any surplug space / land at the study facilities

* A summary of any enquiries received by the VA from other VA Agencies, Federal
Agencies, Research or Education bodies, providers of medical or long temm care or
developers seeking to re-use parts of VA sites/buildings

* A summary of any material issues impacting re-use raised by stakeholders or other parties
during or following prior CARES rounds
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Description and assessment of Initial Re-use options

Team PwC anticipates that the OGC will provide an initial re-use plan for each Business Plan
Option developed by Team PwC (although it is anficipated that re-use plan options could be
applicable to multiple Business Plan Options), for each option this would include, as a
minimum:

* A brief description of the re-use opportunity (i.e. the space or land available to market)

= A briefsummary of any significant implementation issues or key risks and the pros and cons
from a re-use perspective of implementing each option

* An indication of the program of re-use (i.e. a projection of the land or space assumed to be
‘“taken-up” by the re-use plan) and the amount in each study year of surplus land/space
remaining vacant that the VA would need to continue to maintain and secure

* An initial Rough Order of Magnitude net cash flows for each option for inclusion in the
initial financial modeling (inclusive of all the VA’s costs to achieve the cash flow). As
indicated by Jim Sullivan (OAEM), it is not the VA’s policy to invest re-use, rather the VA
anticipates that the developer (the tenant or the acquirer) will pay for all costs of separating
the sites, traffic flows and utilities. In addition, any transaction costs, including costs of the
VA’s due diligence etc. would be netted of off amounts received from the developer/tenant.
We anticipate that the OGC will be required to provide cash flows for a small number of
alternative timing assumptions.

*  Inputs to the imtial Rough Order of Magnitude indication of economic impact from the
re-use in accordance with Appendix 5.C. This would include, for example, an indication of
the scale of any redevelopment and number and type of jobs that could be located on an
ongoing basis in the redeveloped/re-useq site

Team PwC assumes that The VA will instruct the OGCs to be present at the 2™ Local Advisory
Panel meeting in Stage [ and provide presentations, if required, and supporting materjals, on
their study processes, the options they are considering and their conclusions. It may be necessary
for the OGC to attend the 1% Local Advisory Panel meeting if the Agenda for that meeting
changes from the Training/Administration meeting currently envisaged.

All the above will need to be completed within 3-4 weeks following commencement of Stage 1.
The precise timing for each site and mterfaces is to be developed.

5.3.3. Stage II — Refinement and more detailed assessment of options
(Phase 3 of the Enhanced-Use Lease Real Estate Advisory Services Contract)

As indicated in the title this stage involves the more detailed development and analysis of the up
to 6 options selected by the VA for study in Stage II, including more engagement with Local
Advisory Panels and Stakeholders to ensure concems are identified and addressed in refinement
and completion of option development. '
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At the commencement of this Stage Tearn PwC’s Capital Planning team will collaborate with
the OGC to identify the range of potential physical options for each Site based on the Secretary’s
State I decision and provide the OGC with the amounts and timing for vacant space, buildings
and land for each of the Business Plan Cptions to be considered in Stage 0.

In relation to the Re-Use studies this would involve further consideration of specific issues:

Market Assessment

For each of the proposed uses in the selected Business Plan Options to be studied in this phase,
Team PwC assumes that The VA will instruct the OGCs to create a more detalled market
assessment that relies on primary market data. Tasks include:

= Interview local real estate and land development professionals, inctuding real estate brokers,
property developers, builders, and economic development officials, regarding market
conditions

= Obtain regional market data sources for the applicable uses. Variables to obtained include
sales prices, rents, absorption, and inventory data

= Refinement of re-use programs based on revised amounts and timing of vacant land,
buildings and vacant space in buildings for Business Plan Options generated by the Capital
Planning Team in Stage I

* Identify relevant properties or development projects in the appropriate submarket and
determine their capital costs and operating costs and revenues

»  Using the data from both Stages I and 11, the re-use team will refine the market analysis that
was completed in Stage 1

Environmental and Regsulatory Environment

Team PwC assumes that The VA will instruct the OGCs to refine in Stage II, the assessment of
the political and legal environment will be the assessment of Bnvironmental and Legal
Environment by holding meetings with Iocal officials regarding the viability of zoning or other
required changes in land use entitlements. Additionally, public reaction to the re-use options
presented at the end of Stage 1 and other broad public desires for the sites expressed through the
stakeholder process will be assessed.

Business Plan Option Refinement

Team PwC assumes that The VA will instruct the OGCs to refine the re-use potential of
Business Plan Options based on their refined market assessment and additional local inputs, as
necessary. Other non-market uses, such as another healthcare provider, or homeless shelter, that
evolve from Stage 1 will be incorporaied in this stage.
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Inputs to the Financial Analysis

Team PwC assumes that The VA will mstruct the OGCs to complete a 30-year cash flow pro
forma for each of the Business Plan options included in Stage 1. The cash flows will identify the
net revenue potential for the VA. The preferred transaction structure to be analyzed will be a
75-year Enhanced Use Lease. Since the timeline for the study is 30 years, the net present value
of the remaining years of the lease will be capitalized in year 30. Where the value of the
property under a given option will be greatly enhanced through disposition, we will create cash
flow pro-formas that incorporate disposition, noting the likely risks and hurdles that might
accompany such a disposition strategy.

Implementation and Risk Assessment

Team PwC assumes that The VA will instruct the OGCs to recommend responsibilities for VA,
development partners, and others as appropriate arrayed against an expected timeframe.
Additionally, potential regulatory changes or other hurdles will be noted. Additionally, factors
such as the location of proposed uses on the sites, or other uses that may impact the marketability
of the proposed uses will be explored.

The re-use team will provide inputs to the Team PwC risk assessment and overall scoring of
options in accordance with Chapter 7 (Implementation Planning & Risk Management
Methodology) and Chapter 2 (Decision Support and Business Planning Methodology).

Stage I Deliverables

= Revised Market Assessments and Re-use Plans for each site

* Refined Re-use Plans and value analysis, that will consist of 30-year pro formas for each of
the Business Plan options from Stage I that are selected by the Secretary for further analysis
in Stage 11 - the outcome of this would be a more detailed exploration of each of the Stage I
assessment (iteras listed above) and any associated unresolved issues) angd result in an more
accurate definition of the re-use options and assessment of the associated potential net cash
flows

* Implementation Assessments that includes key findings from Political and Legal
Assessment task, as well as other hurdles and considerations for implementation - we
anticipate the OGC will coordinate closely with Team PwC on the potential timing and
associate risks with Re-use. Such coordination would include providing Team PwC
with Schedules and Risk analysis consistent with the Teamn PwC implementation and
risk analysis methodology (see Chapter 7). As agreed with the VA, such analysis most
likely will consider the impact on net cash flows of one or more alternative timing
scenarios (e.g. a 3 or a 5 year delay or a slower implementation by the VA). Transition
issues should including potential revenues from short term lets of space or land and
other revenue generating/offsetting measures.
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= Impact on Local Communities and Stakeholder reaction — for the non-healthcare study
sites, re-use of VA sites may have a potential significantly positive and/or negative
impact on local communities and stakeholder groups.

o Team PwC anticipates the OGC'’s serving a material role in securing and assessing
inputs from local government agencies and community representatives responsible for
real estate development, the EPA, SHIPO and other governmental agencies engaged in
the NEPA processes and for advising Team PwC and the Local Advisory Panels on the
reasonableness or otherwise of any Re-use related commentary received from
stakeholders (including local neighbors).

o In addition, since Team PwC anticipates that the economic impact associated with
Re-Use of vacated VA sites should have 2 materially positive or mitigating effect on the
overall community impact of a particular option, to that end Team PwC anticipates the
OGC'’s providing inputs to Tearn PwC’s high level economic impact assessment for
each option. As indicated above such assessment may include consideration of the
potential development expenditures and the levels of on-going employment associated
with such development (consistent with Team PwC’s high level initial economic impact
assessment methodology, see Chapter 6).

= Inputs to the Financial and Economic Analysis and assessment of options (including
potential re-use cash flows associated with each option and economic 1mpact inputs,
such as development costs and on-going employment) - The OGC’s will be actively
engaged in the generation of the financial analysis and at the direction of the VA are
assumed to be available to the Team PwC team on short notice to respond to enquiries,
particularly as the financial assessments of options are assembled and relative merits of
options are assessed.

» Inputs to the presentation of options to Local Advisory Panels and the evaluation of
re-use related stakeholder comments - Team PwC assumes that The VA will instruct
the OGCs to be present at all Local Advisory Panel meetings in Stage II and provide
presentations, if required, and supporting materials, on their study processes, the
options they are considering and their conclusions.

= Inpuis to the Drafi and Final Business Plan - Team PwC assumes that The VA will
instruct the OGCs to provide high quality and suitable for publication Sections and
Appendices for inclusion into the Draft Business Plan. Team PwC will provide the VA
with a document template for use by the OGC. Team PwC assumes that acceptance of
the OGC’s work products by the VA is acceptance for these work products to be
included in the Business Plan. Team PwC therefore assumes that it will not be required
to edit the OGCs work products prior to their inclusion in the draft business plan.

*  Team PwC assumes that The VA will instruct the OGCs to present the re-use plan at
meetings with the VA and CIB as required by the VA and Team PwC’s COTR
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Liaison and Refinement

Throughout this stage the OGC will be involved in liaison with Team PwC’s Site Leader for
each site and the Capital Planning team in particular. In addition, OGC can anticipate being
required to present and answer re-use related questions at Local Advisory Panel meetings. The
OGC can also anticipates being required to revise and amended its analyses following Local
Advisory Panel meetings to reflect the opinions received at these meetings and potentially to
also develop additional options In short order to reflect the requests of the Local Advisory
Panels.

Team PwC’s stakeholder engagement team will provide the OGCs with copies of any
comments or testimony received from stakeholders relevant to the re-use of each Site. The OGC
wll be expected to provide Team PwC Site Leaders with both a commentary and expert advice
on the impact stakeholders’ comments have on re-use options for each site.

Following completion of the option assessment and the 4® Local Advisory Panel meeting, Team
PwC will submit a drafi business plan to the VA for its comment and review. This process is
likely to take several months and will most likely result in the need to refine and/or revise
analysis and inputs of the re-use and other team members potentially 2-3 times. It may also result
in there needing to be another Local Advisory Panel meeting, where the re-use team would
participate, and potentially further analyses and revisions to reflect the discussions at this
meeting. The re-use advisor’s inputs are integral to the finalization of the business plan for each
site angd therefore, The OGC should anticipate being required to refine the langnage of its cutputs
(or inputs to the Business Plan) as the Business Plan is refined in this process,

All the above, will need to be completed within 8-12 weeks following commencement of Stage
1. The precise timing for each site and interfaces is to be developed.

Appendix 5.D provides details of the Interface with OGCs and the Inputs and Outputs
between the VA’s Contractors.
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SCOPE AND PURPOSE

Team PwC is required to develop a detailed cost effectiveness financial analysis for each option to
ensure effective use of VA resources, and the provision of quality health care. This analysis shall
be broken out into operating (recurring) costs and capital costs (non-recurring). The Secretary’s
decision document and CARES Commission report noted concerns regarding the limited financial
analysis conducted during development of the Market Plans. Therefore, special attention shall be
given to providing an independent and more specific department/service level cost analysis that
builds upon earlier CARES analysis and provides clearly described cost and business decision
options as part of the recommendation.

The detailed cost effectiveness study 1s required to include a retum on investment analysis
anticipated discounted cash flows, net present values, life cycle costing (30 years), and payback
periods for the investments in the options. Team PwC is required to complete a Cost Effectiveness
Analysis (CEA) using a template provided by the VA. Team PwC is required to validate the
template to ensure it will address all issues and costs, including the transition costs for the site and
other impacted sites. The CEA can be found on VA'’s Internet Site, under “About VA”, “Strategic
and Capital Plans”, “Capital Investments”, or (http://www.va.gov/oaem/).

Operating costs are discussed in the healthcare chapter: In the analyses, Team PwC illustrates how
recommended options enhance services while more effectively utilizing resources and to outline
the impact on operating costs, savings and FTEE in proposed options.

The financial cost effectiveness analysis must be presented clearly so that it can be easily
understood by stakeholders as well as VA decision makers. Specific emphasis shall be piaced on
translating complex concepts such as present value, net present value, life cycle costing and others
into language and examples that are easily understood. The results shall not be bogged down in
technical language that is confusing and is a barrier to understanding the options, assumptions, the
key financial/cost differences, and what they could mean in terms of staff/people and services that
can be extrapolated from the cost differences.

APPROACH

Team PwC has developed a BPO Financial Analysis Tool, which is to be used to develop a
detailed cost effectiveness analysis for each Business Plan Option developed for each Study Site.
Inputs ta the BPO Financial Analysis Too!l include the effects of both opersting and capital
expenditures (recurring and non-recurring costs and revenues) and receipts (re-use proceeds) on
each BPO. Outputs include: annual Life-cycle Cash-flows, annual VA Investment Levels, Net
Present Costs, and also Return on Investment, Intemal Rates of Return and Payback Periods for
investments where applicable.
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FIGURE 6.1 - Integration of study imputs

A second Microsoft Excel spreadsheet model (“The Comparison Model”) is used to compare the
outputs from BPO Financial Analysis Tools completed for each BPOs at each Study Site. The
Comparison Mode} completes the cost effectiveness analysis and generates the financial outputs
required for option assessment and the Draft Business Plans.

The Comparison Model and completed BPO Financial Analysis Tools provide the basis for an
independent cost effectiveness analysis, compliant with OMB Circular A-11 and A-94
requirements. The adjacent flow chart further highlights the inputs and outputs from the financial
analysis.
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6.2.1. General Inputs and Assumptions

Scenarios: Two principal scenarios are considered for each BPO.
* Base Case - most expeditious and economically favorable time frame
= Delay Case - most expeditious and economically favorable time frame plus 5 years

As indicated in Figure 6.2, Team PwC’s single analysis framework provides a common input
framework for each work group to use for each BPO and Scenario at each of the Study Sites.

Receive Inputs D Assvinlife Voalyvsis Data

Teaanr PwC Quuadiny Assavitnee

SN edic SLasior Daga E aCamd Nssomptionsg

Gener{c Inputs:
Healilieawe sty teant iuparts & Analysis boundaries
tIA-Pag \ ) / = Demand mumpﬁons
2  Econoric impact multipliers
»  Current service slements (building blocks)
=  Current cost and quality measures and data
» Cusrent cost dovers
J = Anticipated lisbilities (environment/other)
* | B) Business Plan Option Specific Inputs:
1. BPO 1-30 year:
= Life-cycle deparmmental costs from HA (incl efficiencies)
= Quality of care/access asscssment from HA
= Capital program/life-cycle cost forecast from CA
= Potential re-use revenues fom RA
= [mplementation plan and risk analysis from

fuviness Plin Optian

Capital PLinning Team
inputs
(CA-Pa(

Re-use Plenning

IR AP OGE N Ay

business planning teams

encrate Ontputs for use by assessment and

CAMHARA
= Qualitative agsessraent of loca) economic Impact of
option 5 32
2.BPO2 < ("
3.BPO 3 2

Ete.

g~

Standardized spreadshiccts based tools,
assemptions and duenmeny eaiplates

Pw( Teaw Project 1nvision interface/sweb portal

Figure 6.2 — Single Analysis Framework for Each BPO.

The most expeditious and economically favorable time frame is established by the Health Care,
Capital and Re-use Study teams based on 2) general guidance provided by the VA on the time the
VA requires to secure funding; and b) the study teams’ assessment of the pace of implementation
that can be achieved given the requirements of NEP A, design processes, time required to establish
contracts, etc. and such other normal development constraints as could apply to a hospital / health
care or site disposal/redevelopment.
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The 30-Year planning horizon with annual calculations begins in Fiscal Year (“FY”) 2003 and
ends in FY2033:

» Estimates for healthcare-related items (unit costs, workload, cost adjustments, etc.) from
FY2024 and beyond are assumed to be equal to FY2023 values. The only growth projected
beyond FY2024 for Healthcare-related items is due to escalator (inflationary) assumptions;
and

= Estimates for Capital and Re-use planning items will be input over the entire 30-year planning
horizon

Total Allocated Workload to be Allocated to the Sites by CIC by planning year for a given Study
Site obtained directly from the VA’s Demand Forecasts will be put into the BPO Financial
Analysis Tool to serve as a further data validation check against the site-specific allocated
workload input by the Healthcare team.

Escalation (inflation) factors convert data input in current (unescalated) dollars to escalated
(nominal) values in each year of the planning analysis. Additional details on the following
escalation discussion can be found later in this Chapter.

* All costs are escalated into nominal terms using a range of cost-specific inflation assumptions
provided by relevant SMEs for each of the components (Healthcare, Capital and Re-use) of the
analysis directly from the specific analysis teams or from estimates obtained by the VA.
Consistent escalation factors will be set by the Team PwC National Financial Analysis team
for each study site. Escalators are constant for individual sites within a given stndy site.

= Inflation projections from the Healthcare Team are specific to items such as escalation factors
for direct and indirect fixed and variable costs and are obtained from a combination of industry
standards and/or VA-provided assumptions and the costs of contracting, where independently
identified. Healthcare cost escalators include separate escalation factors for each type of unit
operating cost (direct fixed, indirect fixed and direct variable) for each of the CICs. In addition,
a separate cost escalator is defined for use in projecting and anticipated operating cost
adjustments including recwrring/non-recurring savings and efficiencies and additional
expenditures and revenues.

* Inflation projections from the Capital Team are specific to items pertinent to the analysis of
capita) expenditures including escalation factors for new construction, remodeling, demolition,
ete. and are obtained from Davis Langdon and/or VA-provided assumptions. Escalators used
in conjunction with the Capital analysis are critical to the analysis evaluating the effects of
altemative timing and delivery options. Additional capital cost escalators input by the Capital
Planning team include factors for the cost of vacant space and the cost of vacant land not
currently utilized by the VA. This is calculated and applied as an operating cost in the financial
analysis.

» [nflation projections from the Re-use Team are specific to revenue generating alternatives
resulting from the potential re-use of existing VA facilities. Escalators used in conjunction
with the Re-use analysis are critical to the analysis evaluating the effects of alternative timing
and delivery options. Additional escalators pertinent to the Re-use team include factors for the
value of vacant space and the value of vacant land.
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National economic impact multipliers to assess the local economic impacts of each BPO have been
obtained from the IMPLAN™ model (based on BEA, BLS, and Census data).

The net present cost of each BPO is calculated using a treasury nominal discount rate ~ currently
5.2% per annum (source OMB Circular A-94 Appendix C). Should outputs be required in constant
prices a nominal to real cost deflator of 2% per annum will be applied to Nominal the costs
provided by each study team (based on OMB Circular A-94 Appendix C).

Site study teams are expected to save a version of the BPO Financial Analysis Tool for each BPO
and Analysis Scenario considered for each Study Site, including a separate version of the BPO
Financial Analysis Tool for the Baseline BPO (no change to any element of the way health care is
provided in the Study Site — this BPO is equivalent to 2 Do Minimum or Do Nothing/Status Quo
Option).

6.2.2. Structure of Team PwC’s Single Analysis Tools

BPO Financial Apalysis Tool

* The Welcome & Title Screen as shown in Figure 6.3 appears first upon opening the BPO
Financial Analysis Tool to show the Study Site and Business Plan Option, and Analysis

Scenario selected, if applicable. o o

E:DRAFT DRAFT DRAFT DRAFT DRAFT DRAFT DRAFT DRAFT DRAFT DRAFT DRAFT DRAFT

The Department of Veterans Affairs
Capital Asset Realignment for Enhanced Senves

BPO Financtai Analysis Tool

Ploass tofer to the Financial and Economic Anzlysis Methodalogy & Study Team Gudds for
ppl tal information when pleting this financial (3mplale

Study Site

Business Planning Option Number
= ﬂ

—_— Analysls Seenarlo

A Y
‘ Analysis S¢anarlo Description

Total Check OX

18 Mar 2006 Version 1.1

CARES Finonciz(_iBMARZI0S v2.xis

PRICEWATERHOUSE(QOPERS

. DRAFT DRAFT DRAFT DRAFT DRAFT DRAFT_DRAFT DRAFT_DRAFT_ DRAFT DRAFT DRAFT

Figure 6.3 — Welcome and Title Screen of BPO Financial Analysis Tool
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»  UserGuide worksheet - holds any abbreviated instructions necessary to assist the User in
operating the BPO Financial Analysis Tool, including a brief description of each worksheet
within the BPO Financial Analysis Tool and a legend for cell formatting. Full documentation
(including this Methodology) further assists the user in operating the BPO Financial Analysis
Tool.

» General notes and general assumptions can be found on the Notes worksheet

=  Common and specific data inputs and assumptions are entered on the GenAssump worksheet.
Data inputs to the GenAssump worksheet includes items such as:
o Study Site Name :

Business Plan Option Number

Analysis Scenario

Discount Rate

Nominal-to-Real Deflator :

Annual Total Workload to be Allocated to all Sites within the Study Site

Escalation factors Specific to the Projection of Healthcare, Capital and Re-use Data

National Economic Impact Multipliers

0O 0O0O0OO0O0Oo

* Standardized input template worksheets are to be completed for each Site by each of the
Healthcare, Capital and Re-use Teams for each of the BPOs and Analysis Scenarios. Users can
insert additional worksheets as necessary and each of the Site-specific input templates
worksheets begin with the sheet name “Site#...”. In addition to accepting and holding the
inputs for each Site, these worksheets also perform calculations necessary to the analysis, such
as summarizing total unescalated costs and escalating the unescalated costs by applying the
appropriate cost escalation factors, aggregating like items (such as capital investment levels by
type of capital planning element), suramarizing the total cost of vacant land / space for all
facilities and summarizing the total net revenues available to the VA by re-use implementation
method. This will occur across each of the facilities within a particular Site.

It is expected that in-house services will be separated by Site (individual worksheets for each
Site) and that separate worksheets will capture contracted care, transfers out, etc. and these
separate worksheets will include all care, for example, that is contracted for within the given
Study Site. For example, a given BPO may bave 7 Sites and thus the BPO Financial Analysis
Tool should contain 7 separate Site#... worksheets as well as a single sheet for any contracted
care used in the study area.

* The AggregatedCF worksheet performs roll-ups as necessary of data entered on each
individual site-specific worksheet. This worksheet is hidden from view to the user inputting
Healthcare, Capital and Re-use plan data. The AggregatedCF worksheet also assembles and
reconciles the relevant data necessary to perform the option analysis calculations, including
applying the nominal-to-real deflator to arrive at real cost/revenue values including total
operating costs, new capital investments and life cycle costs and reuse revenues,
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* A Control worksheet is also hidden that contains cells and ranges necessary for some model
functionality such as List Boxes and Brror Checks that the casual user need not to be concermed
with,

The Comparison Model for a study site is linked to the BPO Financial Analysis Tool completed
for each Business Plan Option and Analysis Scenarios considered for the Study Site and used to
carryout the calculations necessary for the CEA.

All assumptions and inputs used in the Financial Analysis will be compiled and maintained in a
Master Data and Assumptions List (MDAL) for each Study Site. The MDAL and all BPO
Financial Analysis Tool and Comparison Models for each Study Site will be managed on Team
PwC’s InVision PMO tool and will act as the conduit for aggregating the inputs of the various
study teams at each Study Site. Team PwC is currently developing a standard MDAL template for
use by the Study Teams. '

6.2.3. Expected Specific Inputs & Model Calculations

The following is a discussion of the inputs necessary for a given standardized inputs template in
the BPO Financial Analysis Tool and simply can be repeated for additional sites or for contracted
service and/or transfers out of the site, etc.

Healthcare Analysis Inputs

The annual total allocated workload by CIC to be allocated to the entire study site for either the
base case demand forecast or the Altermative Case Demand Scenario into the GenAssump
worksheet, as shown in Figure 6.4. Team PwC then determines how many standardized input
templates are applicable to the Study Site/BPO/Analysis Scenano contemplated (one template per
Site within a BPO for a Study Site).

2003 2004 2008 2008 2007 2008 2008 2010 2014 s 202)
TOTAL WWORKLOAD TO BE ALLOCATEO YO SITES 60, 80 60 [TN 50 60 | 60 [7H 60} 60} &0
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Ambublorg Serdlodoqy, | L aiieiiaaeaaa PR . e nans L u P Y B -3 . L L
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Amboatary: NonSurgiéal $poaaiies. T T
:

Figure 6.4 - Total Allocated Workload by CIC by Site
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After inputting the annual total allocated Workload to each site within a study site on the
GenAssump worksheet, the Healthcare team enters annual values of workload allocated by CIC
and annual values of workload supply/demand (defined as projected clinical inventory required
and supplied) specific to the particular site and as shown in Figure 6.5.
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Figure 6.5 — Workload Demaud and Capacity in GenAssump

Team PwC inputs unescalated unit costs (in 2003 dollars) separated by direct fixed, indirect fixed
and direct variable costs for each CIC of the allocated workload at each site. To determine the
projected change in the unit cost drivers over time due to factors such as implementation phase
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state changes (from the as-is through the transition to the to-be state), the annual unescalated
percentage changes from the 2003 cost drivers are entered for each CIC and within each CIC for
each of the three cost drivers mentioned above, as calculated by the Healthcare study team for each
BPO.

This data entry procedure is simplified in Figure 6.6 showing the actual input fields in the BPO
Financial Analysis Tool. This hypothetical example highlights a situation in which unit costs for a
particular CIC are projected to increase by 17 percent in FY06 due to the transition from one space
to another., Once the to-be state is reached in FY09, anmual cost savings of 17 percent are realized
compared to the 2003 value (note that this calculation does not include the effects of inflation
which is handled at a later stage of the calculation). The FY03 unit cost drivers are assumed in this
example to be equal to $1.00, $1.50 and $2.50 for the Direct Fixed, Indirect Fixed and Direct
Variable cost drivers, respectively.

Ambylavory; NonSurgloal Spocialiios 2000 20b4 2008 2008 2007 2008 2009 2010 Wit . 202

Ohoctfieed ... T4 LER0T 00N 00, T 0T IURT 1, T K% ... %%EL _____ ,
tdlroalFeod, |t ---11@.:.-...1§;..--1®n;.--.1 b, L0}y DN Lﬂz ..... ) . k. DR WL
Dicaol Yariablo . 2800 ) $17%, 117%. 7% &% 83%, 3% a3y

Figure 6.6 — Input Fields for Increases

The workloagd allocated to each CIC will be multiplied by these appropriate projected unit costs,
and then will be escalated to nominal dollars using the appropriate escalation factor. As described
in Chapter 3, DSS Jevel costing data is used as the basis for all operating costs. The unit costs are
input into the BPO Financial Analysis Tool for the adjustments and, if necessary, applied by Team
PwC'’s Healthcare study team to reflect the implementation of particular BPOs on an as-needed
basis.

In Stage 11, these unit costs will be amended to reflect adjusted unit cost estimates prepared by the
Healthcare study team. These estimates will also take account of cost savings and impacts
resulting from transition requirements and operating cost changes associated with any vacant
space and/or unused land. To simplify the calculation of additional savings/revenues and/or costs
in Stage [, the Healthcare team can enter operating cost adjustments directly into the BPO
Financial Analysis Tool. These annual adjustments may fall into the following general categories:
recurring savings/expenditures, non-recurring savings/expenditures and other
savings/expenditures and could include such items for each BPO as a requirement to provide space
for regional VHA administration facilities, or for VBA or other tenants, or to account for high
site-specific costs (large grounds, substantial other operating costs, etc.). These adjustments are
entered annually in 2003 (unescalated) dollars and are inflated using a cost escalator defined
separately from the unit cost driver escalators discussed above.
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Figure 6.7 — Savings/Efficiencies/Additional Recurring Costs Input

The Healthcare team then enters the unit costs associated with vacant space (dollars per square
foot) and vacant land (dollars per acre) not utilized by the Re-use team in 2003 (unescalated)
dollars. These unit costs are multiplied by the appropriate escalation factors to determine nominal
values, which are then multiplied by the amount of vacant space and/or land not utilized by the
Re-use team (determined by the Capital Planning team) to arrive at the amount of operating cost
the VA is incurring for a particular BPO due to unused space and vacant land.

Finally, the BPO Financial Analysis Tool aggregates the overall operating cost in each year for
each of the Sites in unescalated dollars and escalated (nominal) dollars after applying the
appropriate escalation factors.

Capital Analysis Inputs

The Capital Planning team populates each site-specific worksheet with key physical
implementation expenditure information including the level of capital investment and life cycle
cost levels for each facility within a particular site.

The Capital Planning team provides at least one capital plan option for each BPO developed by the
healthcare study team at a study site to indicate how the healthcare option could be implemented at
the site. For non-healthcare study sites, it is the Capital Planning team who provides the BPO to be
analyzed, and coordinates with the VA and Healthcare study team the provision of information
indicated above.

The Capital Planning team inputs cost estimates generated using the Davis Langdon Cost Model
(either Rough Order of Magnitude cost estimates or more detailed assessment depending on the
site and Stage) for each of the key implementation elements at each Site within a BPO. The costs at
each site are broken into each major capital expense elements (new construction, renovating,
demolishing, temporary rental costs, etc.) and capital life cycle (or major maintenance) costs.

These cost expenditures are input annually in FY2005Q! dollars throughout the individual
project’s construction/transition/demolition phase for each of the four scenarios listed above, as
shown in Figure 6.8. Additional facilities sites can be added to the analysis by simply inserting
rows into the BPO Financial Analysis Tool and copying the formulas from the rows above or
below the newly-inserted rows.

CHAPTER 6 — FINANCIAL ANALYSIS 11/24 PROPRIRTARY AND CONFIDENTIAL

=G



TEAM PWwC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

2¢0a 2004 2005 2008 2007 2008 2009 2040 ves 2023

Total lavesument nao [
i y . f
.@:w_«@.w_ ..................... Tl P UG S . %
» N -

..................................

.........................

Totw Uife Cycl Cosl Expenss
Fachiry 81

)

LonevuelNew, .. ..ooao..z R
Removelo i aiiaciaaat e .- D 2 D S R 4 S
Tomobah_ -~ 77777 : : . R eaeaan PP SR daamaean Theseamat
Tompotnry Kant o ! , 5 H -

1

Facilty p2

..........................................................................................................

'1;];!@;!‘7'“‘0;' ----------------- Y] - ' o ] - -2 -

Figure 6.8 — Option Elements-Cost Expenditures

Cost escalators provided by the Capital Planning team (entered on the GenAssump worksheet) are
used to convert unescalated FY05Q1 costs into nominal dollars and will be defined for each of the
capital expense elements noted above. The capital planning team also provides cost escalators for
the cost of vacant space and the cost of vacant land (defined by the Healthcare team in FY 03
dollars) which are multiplied by the amount of vacant space / land not used by the Re-use team
(discussed further below).

Finally, the BPO Financial Analysis Tool apgregates the overall levels of both new capital
investmment and life cycle costs in each year for each of the sites in unescalated dollars and

escalated (nominal) dollars after applying the appropriate escalation factors.

Re-use Analysis Inputs

For each Capital Planning option at each Site, the Re-use team provides one or more re-use options
and input the associated net annual re-use revenues for each study year reflecting the net income to
the VA from the implementation of the re-use options considered. Such options are likely to
include a range of transaction options to re-use vacant space, buildings and/or land using one or
more methods of re-use management (divest, donate, enhanced use, out-lease, demolish, reserve)
at each site.

The Re-use team enters the following key data items into the BPO Financial Analysis Tool for
each year: the amount of vacant space (square footage) / land (acres) that is used in the re-use plan;
and the net income that the VA can reasonably expect to receive by implementing that method of
re-use management in FY05Q1 dollars (additional facilities and/or re-use management methods
can be added to the analysis by simply inserting rows into the BPO Financial Analysis Tool and
copying the formulas from the rows above or below the newly-inserted rows), as shown in Figure
6.9.
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Figure 6.9 — Re-use Team Inputs to BPO Financial Analysis Tool

As stated above, the net cashflow revenues to the VA resulting from the re-use plans is input
annually in unescalated FY2005Q1 dollars and may result from one or more of the following:
leasing vacant space, sale of vacant land and/or buildings or from the long term enhanced use
leasing of vacant land/buildings. These unescalated revenues are multiplied by the appropriate
annual escalation factors input by the Re-use team on the GenAssump worksheet.

The Re-use team enters the amount of vacant space / land not utilized by the re-use plan. These
values are used to calculate the proper operating costs that are attributable to the vacant space /
land that the VA is not using at each site.

The Re-use team also enters estimated projections of site development costs for new development
on re-used VA land disposed and/or leased as well as an estimate of the number of jobs potentially
employed at the newly developed facilities. The site development cost estimates are input in
thousands of FY2004 (unescalated) dollars. These inputs, shown below, are utilized in the
Indicative Economic Impact Analysis, discussed later in this Chapter.

Finally, the BPO Financial Analysis Tool aggregates the overall revenues to the VA from re-use
management in each year for each of the sites in unescalated dollars and escalated (nominal)
dollars.

Escalation / Deflation Calculations

Generally, aJl cost and revenue inputs to the BPO Financial Analysis Tool are in unescalated
dollars.

Detailed escalation factors for each type of cost and revenue at each study site, which are used to
escalate costs and revenues in the BPO Financial Analysis Tool, will be determined and agreed
with the VA at a National Level.

These escalation factors are entered into the GenAssump worksheet.
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Figure 6.10 indicates a selection of escalation factors for some of the healthcare operating costs.
The Healthcare, Capital Planning and Re-use teams enter the escalator in each future year of the
analysis and the BPO Financial Analysis Tool then calculates the compounded factor that is
applied to future values of costs and revenues. (the assumption of 5% per annum is only for
illustrative purposes).
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Figure 6.10 — Selection of Escalation Factors for Healthcare Operating Costs
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To ensure the appropriateness and consistency of projecting cash-flows that involve costs with a
range of varying underlying escalation rates, all unescalated costs are first escalated (inflated)
using the appropriate inflation factors shown above to determine the nominal cost value (in the
future) of each line-item analyzed. These nominal costs are then deflated using the
nominal-to-real deflator to arrive at the real costs (or current dollar) for each line item. The
discount rate is applied to determine the net present value of a stream of real cash flows.

Generation of Consolidated OQutputs for a BPO at a Study Site

The BPO Financial Analysis Tool combines the various cash flows for each site in a study site into
an overall cash flow for each BPO and Analysis Scenario at a given study site on the
AggregatedCF worksheet.

The Comparison Model

As indicated in Figure 6.11, the Comparison Model aggregates the results of each BPO to generate
outputs to facilitate analysis of the comparison of BPOs and the completion of the CEA. Within 2
given study site, the Comparison Model is used to analyze each BPO against the Baseline, to
standardize the outputs and to provide a framework for BPO comparisons.

Complete BFO Fingnclal Apalysl$ Too) for each

Ag regate individual BRO Analyses Into overall
Business Plah Option and each enalysls soenarfo

CHA using the Comparison Model .

. Option A, Site #4. 1\ QOption A
<[~ r0pton A, Bag’allna
| C%nsolidated
il ESULTS _OUTPUTS
R Q! . Lifecycle
. . ) . Cash Flows
3 Option A, Consolidated Co‘i;;;ﬁ,&a 5 e
RESVULTS ROI
. NPC
| RESULTS Paybacks
BPQ Financial 0 !lbn c- lnve;(mcn(>
Analysis Tood Consof(dated
-RESULTS

Figure 6.11 — Comparison Model

Master Data and Assumptions List

All assumptions and inputs used in the Financial Analysis will be compiled and maintained in a
Master Data and Assumptions List for each Study Site. This list will be managed on Team PwC’s
InVision PMO tool and will act as the conduit for aggregating the inputs of the various study teams
at each study site.
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EXPECTED OUTPUTS

While similar outputs could be generated for both Stage I and Stage I, the depth of analysis and
robustness of the cost and revenue analysis will vary significantly between stages. As indicated in
Chapter 2, the results of the Stage 1 CEA are to be sumumarized and presented to the Local
Advisory Panels, Stakeholders and the VA/CIB in highly summarized and largely graphical form
(refer to Chapter 2). Stage II outputs will be included in the Draft Business Plans and are to
include:

* Annual life-cycle cash-flows (“LCCF”) for each BPO and analysis scenario considered for
each Study Site.

» Retum on Investment (“ROT”). The percentage retum that is generated by each additional
dollar invested. Positive ROI corresponds to a benefit-to-cost ratio greater than 1, which
indicates that benefits are greater than costs while a negative ROI indicates a benefit-to-cost
ratio less than 1, which indicates that costs exceed benefits. Since the Financial Analysis for
CARES Business Plan Studies is a CEA, the term “benefits” means cost savings and
cash-inflows estimated, and should not be confused with monetarized benefits or other
economic measures used in a formal cost/benefit analysis.

= Net Present Cost (“NPC”). Annual cash-flows are discounted using the overall discount rate
so that a particular BPOs cash-flow can be valued on a relative basis to the Baseline BPO
cash-flows and can be consistently compared to other altematives within a given study site.

» Internal Rate of Retum (“IRR”). A particular project’s IRR is the discount rate that causes its
future-value cashflows to result in a zero NPC. This calculation may not be appropriate in all
cases, since some BPOs could always result in an overal] cost to the Department.

* Annual VA Investment Levels. Annual investment levels required by the VA for a particular
Business Plan Option are aggregated and separated by major type of expense and compared to
the Baseline BPO.

* Payback Periods for Investments. Payback periods are calculated by comparing the curaulative
investments to any cost savings generated for a particular BPO and identifying the point at
which a positive annual cash-flow is obtained. Payback periods can also be referred to as
breakeven points or the point at which the cumulative NPC becomes positive. Payback periods
are most useful in BPOs with in initial investment expenditure followed by a period of annual
savings.

The metnics cited above are aggregated and calculated in the Comparison Model for each BPO and
evaluated against the Baseline BPO and compared to other BPOs within a given Study Site in a
form similar to Figure 6.12.
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6.4. INDICATIVE ECONOMIC IMPACT ANALYSIS

6.4.1. Overview

Purpose and Scope

The purpose of the Indicative Economic Impact Analysis (“LEIA”) is to provide an indication of
the relative economic impact of the various BPOs developed compared to the Baseline BPO. The
indicative assessment is not intended to be a detailed assessment; rather it is designed to provide a
single measure based on direct expenditures of the aggregate economic activity associated with a
BPO.

In developing this methodology, Team PwC has taken account. of best practice and appropriate
level of detail available at this stage of the VA's decision making processes.

A well-established regional input-output mode) (IMPLAN™) commonly accepted and used by
economists across the USA is used to address a wide range of impact topics in a given region
(county, state, or national) and has been used to develop economic value added multipliers to
apply to expenditures aggregated in the mode).

The economic value added multipliers are multiplied against expenditures to provide a rough-
order-of-magnitude analysis highlighting an initial indication of potential economic impacts of a
particular BPO.

The results of the impact analysis show the indicative economic effects of particular BPO on the
community and neighboring VA and non-VA health facilities.

The results of the impact analysis can also be extrapolated to account for internal VA impacts such
as staff retraining and layoff expenses.

This very high-level economic analysis serves as a departure point for a fuller, broader and more
comprehensive economic analysis as part of a Jarger Economic Impact Assessment’.

"1t is understood that the VA and most other healthcare providers are likely to procure a significant portion of the
products and some of the services they use in a community to provide healthcare outside of the coramunity, this
behavior is implicit in the economic added value multipliers provided by IPLAN™, It may however be argued that
since the VA tends to purchase more goods and services centrally than most community healthcare providers, the use
of the full value of healthcare expenditures made by the VA as part of the basis for determining the indicative
economic impact may overstate the true level of economic impact such expenditures have on the local community.
However, it has not been possible to agreed robust altemnative assumptions for use across all 18 sites — such
assessments required detailed study, which is beyond the scope of this study. Team PwC is to use the full value of such
expenditures in its determination of lndicative Economic Impact.
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6.4.2. Approach

The BPO Financial Analysis Tool calculates an IETA based on the direct expenditures included in
the BPO Financial Analysis Tool multiplied by appropriate IMPLAN™ (see below) value added
multipliers to calculate the indicative aggregate level of direct and secondary (indirect and
induced) economic activity in the community arising from such expenditure. The total aggregate
level of economic activity in the community arising from direct expenditure is calculated for each
BPO and model scenario as follows:

*  Expenditure in cach model year in each of the IMPLAN™ Sectors, listed below, are multiplied
by the appropriate IMPLAN™ SAM Value Added Multiplier and totaled for the year:

o Healtheare expenditure by the VA (and others through VA facilities) is multiplied by the
“Ave Health” value added multiplier (1.527) in all cases, except where the health care
expenditure is skewed towards one particular type of care.

o Construction and buildings maintenance related expenditures multiplied by the “Ave
Const” value added multiplier (3.860) in all cases, except where the health care
construction expenditure is skewed towards one particular type of construction.

» Assessments are made by the Re-use team of the type of development and expenditures a
developer would make in re-utilizing surplus VA facilities and the scale of employment such
development could accommodate. These values are multiplied by the appropriate factors to
calculate the economic impact.

o Expenditure for re-use redevelopment estimated by the Re-use study teams multiplied by
the appropriate value added multiplier (i.e. 6.555, 3.926, 3.761 or 4.796 for residential
structures; industrial and comamercial buildings; govermment facilities or a mixed
development respectively).

o Estimates of the number of jobs accoramodated in the re-use development each year is
multiplied by the “Ave Job” (2.309) multiplier and an average per job cost of
employment assumption (assumed to be $35,402) is multiplied by 25% (to account for
the impact of displacement of employment within the study site, rather than new
employment attracted into the community).

Figures 6.13 and 6.14 provides the source and 1982 BEA sector and SIC Code / SIC code part
description references for the IMPLAN™ economic multipliers listed above.

These totals are discounted back to FY 2003 to calculate the total aggregate level of economic
activity associated with the BPO and scenario being considered.

Total aggregate levels of economic activity for each Alternative BPO are compared to the total
aggregate level of economic activity for the Baseline BPO to identify the indicative positive or
negative economic impact of the AlternativeBPO.

Team PwC assumes that the national average, rather than regionally specific, economic multipliers
are sufficiently accurate for BPO comparison at any one study site.
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6.4.3. Assessment of Aggregate Economic Activity for each BPO

The BPO Financial Analysis Tool calculates an indication of the Aggregate Economic Activity for
each BPO at each study site. Team PwC has assumed that the Indicative Aggregate BEconomic
Activity for a BPO at a Study Site equals the sum of the present value of the combined economic
affect of both the direct expenditure by the VA on healthcare and capital investments associated
with the provision of healthcare and 25 percent of the economic affect of the re-use by their parties
of surplus land and buildings.

CHAPTER 6 — FINANCIAL ANALYSIS 21/24 PROPRIETARY AND CONFIDENTIAL

e



TVIINGAIINOD ANV AMVLANIJOdd ¥/ SISKTVNY TVIONVNIA — 9 ¥IIJVHD 1

Ay

-suond U] J SSOUISNY [[¢ UL UIES 94} 9q O] PILUNSSE ST §1Y] ‘SUBIAII A 0] U0ISIA0Id [eornsorurreyd U0 oITpuadye SSPN[oXa S1sA[BUR W] — JON]
"BJED 1234 358q 00T WM ‘PPON NV TIN] :391mog

(NP4 £q prrquad)
Z0¥'SES 605°C 065°C 234y paaydiam sqof 2AY
69L6<$ v9¢°T 60LT 0sL8 SOTO"EL 1989914138 BUNSI) 79 1USWO|AAdP ‘Yoseosoy 605
699°7V8 L08T 6v6'C OyL8  SO10°EL)d  S99WM9s SUNASLOI PUE JUILRBRUB 805
; ¥2T 0668°0Z.8 70£0'€L  Buidaadpjooq pug Julpae “FuLunody L0S
Jyuswdopaaq ssn-3y fo saasn-puyg

LIS1 WY TN 4q poiquivd)
23va3ay PaySiay ) TRy Ay
sis’l 09€8 80°LL 258D [RHUIPISTY 10§
8ss'l 0608 ‘0308 ‘0£08 "0vL0 20£0LL SIS YI[2IY pUR [EDIPIUW LY £6y
$£5°) 0908 0L sjeidsoyy WY
! 0508 10£0°LL 220 2anoa01d pue Buisiny 16v
gis’l 0p0% “0£08 0Z03°0108 10LL SISHUSP plie $10300( 06b
240D Iy
LIvT 03L T000v SIS [BIM(NITUOH Pur adeaspue] Lz
L6E'T L1911 1Ry 70°Z[ SeLI[10¥] 10 JO 1edal pue adUBRudUR N 9s
DUDLUUIBLY

Ny 1dWI g pourquiad)
98¢ a3psaap Py 313 44 100D JAY
19L°¢ LU SR LOTTT SOPIjI08] JUSWLIDAOT MON 125
96’ L1791 ‘ST HBd 20711 S3uIp|q [Ef2I3UILIO00 PUB [2LISNPUT MAN . (14
UOINISUOD)

VS AL,

300 ((euon®m) WVS 3941 (12A9]  Kjandd)  repdgiaw  wonduissep yred apa3 HJS 10503 19quIny 103398
ymuwfodiry 23ssaavIandynm  JmamAo|dmFpappr-an(B A 3quranyy apo) 2ISvad 7861 BN 103395 NV IJINI EZ<4~E~

snoydumnsse 13g30 pue standimur JueAojdws pue pappe IN[eA INUOT0IY - £1°9 ﬁ:m._ﬁh

SAIANLS NVIJ SSANISNY STAVI VA
IO WYL, AANLS 29 AO0TOGOHIAN JAAJ VI,



TVILINIALINOD ANV AMV.LINJI0U

¥/ ec

STSATYNY TVIONVNIJ — 9 ¥4LJdVHD)

o>
o~
N

‘suond() UB[g sseuIsng [[B Ul SWes 913 9q O} POTINSSE S| STY) ‘SUBIS0 A 0F UOISIA0Id [eornaseuLeyd uo amjtpusdxo sapn[oxa sisA[eue yIg] —9joN
"EJBp Ieak 358q 000Z LI TIPOIN |, NVIJIN] :921n0S

LT85

6IS°L

8SS'L

€651

821

151

TAV

S 1

0851

pevl

(4}

Sie'L

S66°L

ungaeidog

Us1

Q89°L

$85°¢

951

68%°1

09571

LR TN

S5

osMI

[ XA ¢

s’y

€05t

uo)durxey

(3 g

8y 1

Nia!

297°1

L5¢1

¢

gLy

68t

06b°L

7087\

viv'\

Lt

£1S°C

FueqVIS

819°1

55°1

891

8£9°1

0571

]
et

280QUOTAL

L't

St

[47A]

27

?19°1

6£L°\

VISIM

P9’

6¥5°1

90L'1

0891

695°¢

W
g

3J0WIAAYT

¥SP T

6L

208 ¢

&Y't

8671

@
&N
~
—~

mongnIedyno

L3571

LSl

LES'L

€861

99t

2

siijeparoe)

2601

cI€(

37

0%¢’1

SECT

~
>
<
-

Bupdgiig

[C1

875

885°(

'L

Pt

saonsa

RYSL

|/IP°L

0ss'1

9951

LSt'l

9¢571

SM4sino

VS 3dL ], (13as) &3aned) sadpmut pappe-an[eA ITBIAY

03b'L

q0s°t

w1

30571

kAL

&
]

AviEawoHhno

611

1Lt

3N

05¢°1

SEP'Y

IR EIEM

2091

60'(

Log't

059°C

1£5°(

o'l

D=1YVN

Ser'tL

[6¢°1

991

{4t

rse’t

[$1 8¢

P51

0641

€L5°L

85871

WY TIng

Aq DAUuIQU03)
23vaaay pAIYB13 44
2Ie0 (TUSPISIY
SRS Yjedy
pue [RIpow JINY
s[endsofy
9185 9A10a301d
SuisinpN
SISQUSp
$10190(F

pue

puz

JWBYN JOIS
E,_‘Zghvﬁ

JNVS 2d4 ], ([2A3] A3Uno09) Jdn{Nw Ppoppe-an(BA ITBIIAY JIBIP(EY PIseq NS — 19 3m31y

LD B
Y

[0s

€6Y
69

L6y

o6y

TaquIn\
101098
EZ.<AA—E

SAIAALS NV SSANISOSE STAVI VA
AAND WVA], AANLS % AD0TOAOHLAA DM WVAL



6.5.

6.6.
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SENSITIVITY ANALYSIS

Running additional jterations of the model allows for the evaluation of key sensitivities and risks.
The mode! can be subjected to changes in very high-level risk factors to investigate the effects of
questions such as:

*  What happens if inflation is higher and/or lower than expected?
=  What happens if the cost of contracting for services is higher and/or lower than expected?
=  What is the impact of a 5-year delay in implementation?

Crossover analysis allows study teams to understand how much a particular variable has to change
before the ranking order of BPO changes and can be an important method for testing importance of
the key assumptions.

STAGE I AND II COMPARISON

Stage I and Stage II financial analyses have the same overall methodology and both utilize similar
models. Afier obtaining the available data from each Study Site in Stage [, some adjustments to
the methodology may be made to facilitate a more streamlined analysis in Stage II. The major
differences between Stage I and Stage II financial analyses are the level of detail and refinement
that is included in the inputs to the financial analysis as well as improvement in the completeness
of the analysis to include more in depth analyses and second order impacts such as the implications
on human capital and the community (retraining of staff, layoff expenses, etc.). These
improvements will be provided by the Healthcare, Capital Planning and Re-use study teams. The
end result of the Stage I financial analysis will be results with a higher degree of certainty and
refinement than the results generated in Stage L.

CHAPTER 6 — FINANCIAL ANALYSIS S 24 /24 PROPRIETARY AND CONFIDENTIAL
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SCOPE AND PURPOSE

A final element of the CARES Business Planning Studies methodology is the approach
for documenting plans to support implementation activities. For each BPO, formal
transition plans will be created which reflect risk assessment considerations. These
considerations will represent a culmination of risk awareness thorough the studies.

The objective of this task is to present a consistent implementation and risk management
approach for each site, This approach provides technical direction to the study teams.

The ultimate goal of applying this approach is to create implementation plans informed
by risk assessments that improve the likelihood of success for the options developed.
The complexity of options and the planning environument requires the appropnate level of
analysis be conducted to understand and mitigate potential implementation bamiers.

Transition and Implementation Plan: Team PwC will provide a plan and Gantt chart
outlining all transition and implementation activities including, clinical, capital and
administrative. The intent is to provide a roadmap for the scheduling of key transitional
and implementation activities based upon the availability of new facilities, land for reuse
and patient transition scheduling. It will include any transition or implementation
activities at all impacted facilities. It should be noted that VA requires no disruption in
existing service capability as proposed activities to accomplish the recommended options
are initiated. Therefore, staging and transition activities along with cost ramifications
will be analyzed for all impacted sites.

A Risk Assessment will be performed for each final option being developed. The risk
evaluation process is composed of three steps: identifying and scoring risks;
rationalization; and control. There are ten significant risk components to be evaluated:

»  Orgamization and Change Management

« Business

» Data/Information
»  Privacy

= Technology

» Strategic

»  Security

» Project Resources (Financial, FTE)
» Project Schedule
» Legal/Contractual

By identifying all known nisks, developing a plan to mitigate and control them, the
project will have a greater chance for success. VA will provide the Risk Analysis Guide
and Templates to be utilized. These can also be found on VA’s Internet Site, under
“About VA”  “Strategic and Capital] Plans”, “Capital Investments”, or
(http://www.va.gov/oaent).
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7.2. APPROACH

Implementation planning and risk management will support the development of options
through supporting the study team’s critical thinking and analysis processes. Early
implementation planning prior to the selection of the final option supports building an
awareness of implementation risk throughout the project and will drive delivery of a final
implementation plan which integrates appropriate mitigation approaches. Realization of
the selected option must not lead to any disruption of service. Therefore, risk mitigation
and transition planning is critical to CARES overall success.

The risk evaluation process is composed of three steps: identifying and scoring risks;
rationalization; and control. These steps deliver a complete project risk assessment by
providing an overview of anticipated project risks and an approach to control risks.

The approach will be facilitated through the use of templates to guide collection and
analysis of risk and plan elements by the Implementation Plan and Risk Management
tearn. The more input collected, the more robust the level of risk analysis. The use of
templates is critical for consistent information collection.

7.3. REQUIREMENTS

The implementation plans must include all transition activities at all impacted facilities.
Since there cannot be disruption in existing service cgpability as proposed activities are
accomplished, the plans reflect staging of activities and costs associated with this staging.

= Agreement on customization of risk components specific to studies and sites

» Definition of timing for transition and implementation activities for each option
» Completion and acceptance of risk profiles for each initial option (Stage 1)

» Completion and acceptance of risk analysis for each selected option

= Definition and acceptance of risk mitigation strategies

= Input into the option development process

Team PwC is applying its standard Enterprise Risk Model in conjunction with the Office
of Asset BEnterprise Management (OAEM) recomunended risk management model to
provide a framework for cataloging all known risks and the impact of any solution-wide
or dependent risks. '

7.3.1. Identifying and Scoring Risks

To effectively gather relevant data required to perform a risk assessment consistently
across multiple options, Team PwC has created a risk template.

The risk template contains a series of worksheets designed to allow the user to catalogue
all known risks and generate risk factors associated with those risks. Each worksheet in
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the template focuses on a risk category and its associated sub-categories as illustrated in
Figure 7.1.

The template enables an assessment of risk based on the underlying measures of

likelihood and impact.

Each risk will be assigned a rating of high, medium or low.

Under “Likelihood of Risk”, low equates to an approximate likelihood of .25 or less of
occurrence. Medium equates to a likelihood of occurtence between .25 and .75. High
equates to a likelihood of occurrence greater than .75. The rating under “Impact of Risk”

is an estimate determined by the study team.

Risk Catevories

Figure 7.1 — Risk Categories

Risk Sub-Categories

operating cost and value of
assets.

1. Reputation — impacting level | ¢ Healthcare

of public trust. e Research
e Graduate Education
o  Goodwill

2. Continuity of Care — s Customer Access to Care
impacting transition of ¢ Inventory Management
delivery of healthcare ¢ Workload Management
services. e  Quality of Care

3. Organization & Change s Staff Attgtion
Management ~ impacting the | ¢  Mission Alignment
management of healthcare ¢  Workforce Transformation
clinics and medical centers.

4, Legal & Contractnal — o Third Party Agreements
impacting existing or e Labor Agreements
planned agreements.

5. Compliance — impacting s Permits
regulations with local, state, | e Zoning
and Federal regulations. & Regulatory Requirements

6. Security — impacting o Physical
protection of physical and e« IT/Data
information access.

7. Political — impacting local o Local Acceptance
acceptance of proposed s Constituent Management '
change.

8. Infrastructure — impacting s Effectiveness
management of facilities. ¢ Space Considerations

s Environmental Considerations

9. Financial — impacting e Market Fluctuations
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Risk Categories Risk Sub-Categories

10. Technology — impacting ¢ Data Management
information management. | o Network Infrastructure

11. Project Realization — o Time
impacting transition e Resources
management and a Transition
implementation planning.

Using the risk template as the guide, each identified risk will be scored. The Risk
Summary worksheet will summarize all worksheets and provide a “Risk Rating” for each
risk category. An overall risk score is assigned to the option taking into account each risk
category. The end result will be a risk score assigned to each of the following:

» Individual risks

»« Risk Sub-Categones
s Risk Categories

= Option
Rationalization

In completing an option analysis, the rationalization process will focus on the
identification of the appropriate risks based on the option identified and provide the study
teams with an opportunity to define their justifications and conclusions regarding each
individual risk.

Establishing a Control Plan to Mitigate Risks

Study teams will determine risk controls based upon their available resources and identify
responsible parties to achieve mitigation, '

During each phase, the site teams will be supported by the Implementation Planning and
Risk Management teams to execute the following activities:

Planning

v Identification of Candidate Risks per study type and site
» Initial customization of Risk Analysis components (OEAM too))
= Development high level risk profiling approach

Stage 1

» Validation of components and approach
» Application of risk profiling approach

» Integration with option development

= Development of risk mitigation approach guidance
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= Development of transition plan tracking guidance
Stage IT

» Application of risk mitigation approach guidance

»  Application of transition/implementation plan tracking guidance
x Quantification of risk analysis for financial modeling

= Development of transition/implermentation plans

7.4. TOOLS AND TEMPLATES

= VA’s OAEM Risk Guide and Risk Scoring Template
» PwC developed Risk Profile Too! for Each Option
» PwC developed Implementation planning (timeline and sequencing) tool

7.4.1. Implementation Planning Tool

The tool supports implementation project plan development in 2 simplified format which
will serve as the input to develop a project plan in Microsoft Project providing Gantt
charts. The tool links implementation tasks with risks which are detailed further in the
risk template. The tool collects several critical categories of input as well as determining
the sequencing and relationships of tasks through identifying predecessor relationships
and outline levels. This format supports input by the PwC team site leaders and site
teams and is easily convertible into Microsoft Project.

Implementation plans contain the tasks which will support transition activities as
appropriate to each site and associated option. These elements include construction
related tasks, transition of contracts, impacts to staff and staffing realignment, transition
of patient care, equipment and technology transition and communication activities,

Figure 7.2 — Implementation Planning Template

D Task Duration §Stan  Einish Predecessors Outling Level Risk Element Owner

1 ‘gentify Care Options ~ 30d 10/1/03 10/31/0S 1 Third Pary Agreements VISN

2 Negoliate Coniracts 100d 10131105  12/25/05 1 2 Third Parly Agreements VISN

3 Transition Gurrent Staff 2004 10/1/05  4/20/05 1 3 Labor Agreemenls MC

4

5

8

7

8
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PwC Developed Risk Profile Tool

Figure 7.3 — Option-Specific Risk Assessment
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Figure 7.4 — Risk Summary
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8.1. ScoreE & PURPOSE

The purpose of the Team PwC Stakeholder Engagement Team’s work stream is to
provide an overall framework for managing and coordinating the wide variety of
communications that take place, directly or indirectly, as part of the VA CARES
Business Plan Studies project. The stakeholder engagement methodology addresses
communication, training, capturing stakeholder input, and orchestrating public meetings.

The Team PwC Stakeholder Engagement Team will:

«  Assist the VA in establishing credibility and engendering trust

» Minimize project risks by providing timely and useful information to stakeholders,
the VA, Local Advisory Panels, Team PwC, and other government contractors

» Develop tools and templates to support communication within the internal team and
to external stakeholders

= Obtain, analyze and incorporate stakeholder input into the overall option development
Process

» Provide support to Local Advisory Panels, local VA staff and PwC Site Team Leads
in coordinating and preparing for administrative and public meetings

» Devise a coordinated and straightforward communication plan that ensures that the
internal team (VA, Team PwC, Local Advisory Panels) and external stakeholders are
clear about what needs to be communicated, how frequently, by whom, to whom, and
how.

As depicted in Figure 8.1, stakeholder engagement is driven by the Local Advisory Panel
public meeting schedule. All communication, stakeholder input capture and analysis, and
meeting support requirements described in the approach section revolve around these
public meetings. The PwC Stakeholder Engagement Team is a centrally located resource,
serving as advisors to the Team PwC Site Team Leaders at each study site and other
functional teams. The PwC Stakeholder Engagement Team is responsible for establishing
and maintaining the public meeting-based communication structure that allows Team
PwC to communicate effectively and contribute to the CARES Business Case Study
Process.

CHAPTER 8 — STAKEHOLDER 2/18 PROPRIETARY AND CONFIDENTIAL
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| .| Public : Public |
Meeting 1 | IMeeﬁng2[ :Meeﬁng3| IMeeh’ng4|
| (Week 8) 1 (Week 14) | | (Week27)1 | (Week 34) |
——-I——-‘ _——1——— _—-1-—-| ———‘—--l

Figure 8.1

Similar stakeholder activities will take place at each public meeting. Team PwC(C’s
Stakeholder Engagement Team has grouped these activities into three distinct phases: 1.
Pre-meeting activities, 2. Meeting activities, and 3. Post-meeting activities.
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L plklic meeting
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_Lieads & LAPs with
" .meeting best
by - practioes.

Figure 8.2

Pre- Meeting Activities: Work conducted during this phase consists of planning and
preparation for the administrative and public meetings. In addition, a portion of this time
is to be devoted to working with Team PwC site team leads and VA local public affairs
officers to support publicity, media and logistical requirements.

Public Meetings Activities: This is the period when stakeholder comments are to be
captured via electronic, written and oral mechanisms (Pre-determined cut-offs for
receiving stakeholder input to be considered in the option development process will be
established based on site specific project plan schedule).

Post-Meeting Activities: Following each public meeting: stakeholder comments are to
be captured, analyzed and aggregated.

8.2. APPROACH

Section IV.C of the Statement of Work (SoW) sets out the requirements for the
stakeholder input plan. The SoW also contains numerous other references to stakeholders
and communications that are considered in the Chapter. As a result of discussions with
the VA, several tasks have been modified and this methodology reflects the agreed-upon
tasks to be completed. Team PwC Stakeholder Engagement Team has been tasked to
perform work in four main areas; Communication, Training & Education, Stakeholder
Input Capture and Analysis, and Meetings Support.

CHAPTER 8 — STAXEHOLDER 4/18 PROPRIETARY AND CONFIDENTLIAL
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8.3.

COMMUNICATION

Team PwC’s Stakeholder Engagement Team is tasked with instituting a comprehensive
communication process for the entire project team. This comumunication process
includes:

« Providing a structure that enables Team PwC team to interact and work efficiently
and effectively as well as with VA staff members, Local Advisory Panels, and
stakeholders impacted by the CARES project.

= Establishing standard practices for communications so it is clear what needs to be
communicated, by whom, to whom, and how.

» Defining an outreach strategy that enables the team to increase stakeholder awareness
and sponsorship, and minimize disruption to the organization through targeted,
proactive copxmunication.

Communication Process

Team PwC utilizes specified processes throughout the CARES Business Plan Studies to
ensure that communication veeds between extemal and intemal parties are efficiently and
effectively identified and managed. The Team PwC communication process consists of

eight steps:

palb e S

Identify intemal and external audiences

Determine communication needs for all identified audiences

Outline communications roles and responsibilities for all parties

Devise tools & templates to support communication between internal and external
parties

Establish scheduled and routine communication points to support milestones and
deliverables

6. Develop communication materials; templates, methodologies, etc.
7.
8

Track communication requests and information sharing
Reassess communication needs and realign process if necessary

This eight-step process is the overarching methodology that the Team PwC Stakeholder
Engagement Team implements. All activities performed by the stakeholder engagement
team are subsets within the overall communication process.

CHAPTER 8 — STAKEHOLDER 5/18 PROPRIETARY AND CONFIDENTIAL
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8.3.2. Communication Responsibilities

Figure 8.3

The Team PwC Siakeholder Engagement Team ensures that all Team PwC members are
clear about what needs to be communicated; how frequently, by whom, to whom and
how. The Team PwC Stakeholder Engagement Team directly communicates with the
Team PwC Site Team Leads, the local VA Office of Public Affairs, Team PwC National
Project Manager and as required, and also with members of the VA’s Headquarters
CARES team. The Team PwC Stakeholder Engagement Team indirectly supports the
Local Advisory Panels and local VA staff in their roles by providing support to Team
PwC Site Team Leads at each study site. A more complete list of the roles and
responsibilities of the Team PwC Stakeholder Engagement Team may be found in the
appendix to this chapter.

The Stakeholder Engagement Team will provide training for PwC Site Team Leads who
will ultimately train the Local Advisory Panels and local VA staff on roles and
responsibilities, project processes and methodologies, stakeholder interaction, and
administrative and public meeting conduct.
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Stakeholder engagement is also responsible for providing user-friendly mechanisms to
support the process of capturing and analyzing input from CARES stakeholders. In
addition, the stakeholder engagement team will ensure that stakeholders are kept
informed of site-specific activities and the overall project process and progress through 2
variety of tools.

The Team PwC National Project Manager or PMO serves as a single point of contact
between Team PwC and the VA. Comumunication requests from the stakeholder team
and site team leads roll up to the PMO and information is exchanged between the PMO
and the VA.

The Local Advisory Panels and Team PwC will be soliciting input from stakeholders and
facilitating public meetings.

The Stakeholder Team is also providing support to the Local Offices of Public Affairs by
developing effective publicity and media templates for placement in local papers,
newsletters, radio stations and other venues. The stakeholder team is establishing a point
of contact for each public affairs office to ensure consistency and responsiveness.

Periodic assessments of the communication process will be conducted at key intervals
throughout the duration of the project to ensure that all parties are providing and
receiving information in a timely and useful manner.

8.3.3. Communication Audiences

A key step in the communication process is to identify all groups or audiences that will
be involved in the project. There are two major categories of aundiences in the CARES
communications process; those internal to the project who have some role in the
execution of CARES objectives and the development of options, and those external to the
project who will be providing input.

The internal audiences are:
= The Department of Veterans Affairs:

Office of Strategic Initiatives (OSI) including the project COTR
Office of Public Affairs (OPA)

Veterans Integrated Service Network (VISN)

VSSC

Cares Implementation Board (CIB)

Secretary of the VA

VA Employees

© 0 0O0O0O0O0

» Team PwC:
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Project Management Office (PMO)

National Project Leadership/Functional Leads
Stakeholder Engagement Team

Site Leads

0O 00 Q0

In concert with the Team PwC Site Team Leads, the Local Advisory Panels and the local
Public Affairs Offices, the stakeholder engapement team will generate a list of key
stakeholders for each site. A sample of these likely extemal audiences includes:

= Stakeholders:

Veterans

Veteran's family member
Veteran service organizations
Special disability organizations
Congressional offices

Local and state govemment
Community leaders

Unions

Educational affiliates

Others, as they are identified

000 O0OO0O0OO0OO0OO0ODOQO0

»« Local Advisory Panels
»  Others, as they are identified

Each key audience has a unique communication goal and process for achieving that goal.
The communication goals for several key audience groups and the mechanism to achieve
the intended results are as follows:
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Auﬁ,lence

Do fiGoali s

| How--.

External Stakeholders

Establish appropnate
mechanisms to
comiounicate project
process and receive and
Incorporate stakeholder
input

Solicit mput via web51te,
mail, and meetings
Communi cate with press
and media

Local Advisory Panels Provide tools, guidelines, Monthly reports,
templates and stakeholder administrative meetings,
data analysis to support training, stakeholder
LAPs in their role analysis reports

VA Provide timely and accurate | Meetings, reports, status
information reflecting call with local VA (OPA)
stakeholder feedback

PwC Site Team Leads Equip Site Team Leads with | Weekly status calls, training

overall project process,
templates, and tools to
support them in their role

PMO & Functional Leads

Provide timely status
updates and share
communication requests

Project InVision, weekly
status calls

Figure 8.4

8.3.4. Communications Media

There are two major categories of communications mediums that will be utilized
throughout the course of the project. One is “Project Communication Mediums”, which
Team PwC will use to communicate intemally, as well as with the VA, The other is
“Stakeholder Communication Mediws”, which Team PwC and the VA will use to

communicate externally with stakeholders and the general public.

» Project Communication Media:

o Project InVision: Intemal PwC tool to manage project details, tasks,
responsibilities and deadlines

o Templates & Guidelines: Various best practices, methodologies and templates to
guide user groups in the preparation of key communication items

o Progress Reviews and Status Report Conference Calls and Meetings: Periodic
reviews and updates provided from one group to another reporting the progress of
a particular aspect of the project

o Administrative Meetings

o Email

= Stakeholder Communication Media:

9/18 PROPRIETARY AND CONFIDENTIAL
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o Website: web-based medium used to share project timelines, activities, meeting
dates, documents with intemal and external stakeholders, and also capture
stakeholder input

o Mail: Utilize mail stop(s) to solicit written feedback from stakeholders

o Public Meetings: Forum to allow stakeholders the opportunity to voice their
positions and to receive status updates on option development and decisions

o Advertising (bulletins, newspapers, radio, etc.): Announcement of public
meetings to appropriate stakeholders and communities

o Paper Comment Forms

8.3.5. Email

As indicated, Email is a tool that will be used by the intemal teamn to quickly
communicate information. Since the CARES project involves individuals that are
geographically dispersed, emaill is a form of communication for all team members.
Provided the sensitive nature of the CARES project and the ability to mass distribute
electronic documents, the Stakeholder Management Team will employ and encourage the
use of recommended guidelines for Email communications between CARES team
members (See Email guidelines in Appendix 8.A)

8.4. TRAINING AND EDUCATION

Team PwC Stakeholder Engagement Team is required to provide a comprehensive
education program to the Local Advisory Panels and to local VA staff. Due to budget
and travel constraints, the stakeholder team will conduct a train-the trainer session for
Team PwC Site Leaders to equip them with tools and knowledge to provide subsequent
training to Local Advisory Panels and local VA staff. We will employ our Toolkit of
best practices and guidelines to execute specific tasks required to develop training
relevant to this phase of the CARES project. Using a five phased approach, the
Stakeholder Engagement Team will design, develop, and deliver a “train-the-trainer”
session for Site Team Leads.

The training curriculum is designed to ultimately support Local Advisory Panels and the
local VA staff. During the training, Site Team Leads will be provided a toolkit of
guidelines and best practices to assist them with ensuring that Local Advisory Panels and
the VA are functioning effectively and in accordance with operational and ethical
requirements, well informed, understand the process and approach for the studies, and
equipped to orchestrate well-run public meetings. Site Team Leads will be responsible
for providing training to Local Advisory Panels and local VA staff.
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Figure 8.5

Step One, the Learning Needs Assessment is where we refine PwC’s understanding of
the VA’s organization. During this phase we gain an understanding of Local Advisory
Panel members as well as local VA staff. Because we are also training site leads and
other functional leads, this is when we gather and document the specific needs of our site
teamn leads.

Step Two is where we Design the training based on the understanding gained in Step
One. The design team defines the leaming objectives, training content, evaluation
measures, application activities to provide “hands-on” learning and a knowledge transfer
strategy.

In Step Three, the Development team writes the training materials based on the training
design. This will include developing role-play exercises such as effective ways for
conducting public meetings.

In Step Four, PwC will deliver the training. Following the development of the learning
materials, we will employ 2 train-the-trainer delivery approach. We will train our site
team leads to deliver training to the Local Advisory Panel and Local VA staff.

The final step is an Evaluation of the program. We will measure the results of our
training through a formal evaluation of the site team leads, the Jocal advisory panels and
the local VA staff. The data received during the Evaluation step feeds back to evaluate
the data collected in the Needs Assessment phase for accuracy and completeness. The
Evaluation data will determine the need to create or refine guidelines and templates.

All phases of the training cuwriculum will be completed prior to the first public meeting.
Throughout the duration of the studies, The Stakeholder Team will revise or create new

CHAPTER 8 — STAKEHOLDER 11/18 PROPRIETARY AND CONFIDENTIAL

ENGAGEMENT (Q % _/é é



TEAM PWwC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

guidelines and templates to meet the needs of Site Team Leads and Local Advisory
Panels.

8.4.1. Training Curriculum

1. Introductions
II.  Project History and Background
[II.  Project Timeline and Schedule
IV. Roles and Responsibilities
Stakeholder Engagement
Site Team Leads
Local Advisory Panels (show 30 minute video produced by VA)
V.  Study Methodologies
Approach/Methodology
Study Criteria
Inputs/Outputs
VI.  Who are your stakeholders?
Describe Stakeholder Input Mechanisms
VII.  Tools and Templates (Toolkit)
VIII. Meeting Execution
Presentation Skills
Role Play
IX. Recap, Final Q& A
X.  Evaluation

The ultimate objective for the training is to ensure that the Local Advisory Panels and
local VA staff are clear about project goals, timelines, roles and responsibilities,
methodologies, stakeholder input capture mechanisms and to equip them with tools and
guidelines for effective public meeting planning and execution. Site team leads will be
given opportunities to conduct role-play exercises in preparation for public meetings,
participate in learning activities, ask questions, and receive formal presentations.

8.5. MEETING SUPPORT

The Team PwC Stakeholder Engagement Team is expected to directly support the PwC
Site Team Leads who will ultimately support the Local Advisory Panels and the VA with
conducting four, potentially five, public meetings.

8.5.1. Specific Roles and Responsibilities

While the Local Advisory Panel Operating Procedures assign primary responsibility for
agenda development, public announcement of the agenda summary, site selection,
meeting conduct and management, public accessibility, and recordkeeping to the Chair
and panel members, there are several other teams providing support. The specific roles
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and responsibilities associated with public meetings are listed in the Roles and
Responsibilities table (Appendix 8.G).

Public Meeting Evaluation

The Stakeholder Engagement Team will develop an evaluation form for Local Advisory
Panel Chairs to complete following the public meeting. It is anticipated that this form
will be completed with input from all panel members no later than five days after the
public meeting. This form will provide an opportunity for the Panel to discuss meeting
dynamics. It will also serve as a basis for creating and refining the tools and templates
used to support enhanced communication and public meeting execution.

8.5.2. Stakeholder Input and Analysis
Specific requirements include the following:

Identify stakeholder groups, their issues and indications of support

Analyze stakeholder views and impact on business plan options

Create website for stakeholders

Capture stakeholder input collection

Aggregate and analyze stakeholder input from all venues and provide it to the Local
Advisory Panels for deliberation

= Perform an independent external analysis of stakeholder feedback and incorporate
into the option formulation process

Stakeholder Input Capture

The Stakeholder Engagement Team will establish and utilize accessible and user-friendly
mechanisms to capture stakeholder feedback and provide information.

With assistance from the local Public Affairs offices and the Local Advisory Panels,
stakeholders will be identified and their input/feedback will be solicited in three ways:

Electronic Comment Form

« In order to capture the most useful input, a Comuments Form will be developed to
elicit specific information from the stakeholder, as well as general commments.

» VA will provide generically approved questions for the Form, to comply with the
OMB approval process. The quality and usability of input data captured will depend
on the relevance of the pre-approved questions to the CARES project and its goals.

» Via a website dedicated exclusively to this phase of CARES, stakeholders will be
able to submit their comments on an ¢Jectronic form.

» Stakeholders will be able to access this site 24 hours a day, seven days a week until
the conclusion of the fourth public meeting. (estimated timeframe)
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= Where feasible, stakeholders will be prowvided access to PC terminals with the
electronic comment form at the public meetings.

» Depending upon the VA’s final ruling on privacy restrictions, PwC will activate an
“Aunto Reply” mechanism to acknowledge receipt, thank respondents for their
comments, and assign 2 record number to each comment.

Paper Comment Form

= A paper version of the form will also be available, mirroring the layout and content of
the electronic form.

» Paper forms will be distributed to local venues based on the recommendation of the
Local Advisory Panel and local VA staff (e.g. hospitals, libraries, VSOs).

= Paper forms will also be available at the public meetings. PwC will provide the form
template electrorucally. It is the responsibility of the Site Leads to print out and make
copies for stakeholders at the public meetings.

» Individuals and organizations are responsible for envelopes and postage necessary to
send their form through the US Mail, unless the comment form is collected on-site
directly following the public meeting proceedings.

« Formus will be collected through a central P.O. Box in Washington DC (potentially
Gaithersburg, MD) and at the public meetings.

= Mail sent to backup, site-specific mail stops will be forwarded by local VA staff to
the processing center.

» Handwritien letters, form letters, and other forms of written correspondence, apart
from the Paper Comments Fonm, sent to the central mail location or backup sites will
also be collected, processed, categorized, and incorporated for analysis.

» All written comrespondence will be processed accordingly: received at ceniral P.O.
Box in DC; catalogued with a record number, scanned into electronic format, and
filed. The official paper comment forms will also be scanned.

Testimony, both verbal and written

» Public meetings proceedings will be summarized

= Written testimony will be accepted on site. A statement of comment for the record of
the meeting must be submitted a mimimum of two days prior to the public meeting

date

Website Functionality

The website will be used for both:

» Communication with Stakeholders
o Public meeting announcements and schedules, meeting agendas and related
materials, meeting summaries, description of options, link to previous CARES
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archived website, congressional briefings, and other information pertinent to the
project. (see Website Content section below for more information)

Soliciting Stakeholder Input

o Stakeholders can submit an Electronic Comment Form to provide feedback to on
the CARES studies. All input receive via the website will be captured in a
database.

Website Design, Development and Maintenance

=  Working within OMB requirements, the Stakeholder Engagement Team will design
and develop a website with gridance from the VA,

» PwC will provide the requirements and specifications to a subcontractor for the web
design and correlated database development,

» All website and database files will be hosted on VA’s servers. VA’s supported
development environment consists of: Microsoft 1IS 5, SQL Server 2000, ASP, and
ColdFusion.

« VA will assign 2 Point of Contact responsible for website content. PwC will submit
all material to be uploaded, and any changes to the website, through this contact.

x«  Website Content will consist of:

Public meeting announcements and schedules

Meeting agendas and relevant materials

Meeting summaries

Summaries of stakeholder input (individual cornments will not be posted)

Description of options

Link to previous CARES archived website

Congressional briefings

Other information pertinent to the project

Stakeholders can submit a comments form electronically to provide feedback to

the CARES team on the project

0O 00O0OO0O0OO0OO0O0
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Sample layout of website.
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Figure 8.6

Stakeholder Input Analysis

»  Analysis will be performed on three mediums of input: electronic comment forms,
written comment forms & correspondence, and testimony received through agreed-
upon (by VA and contractor) official channels.

» Comment forms received via the website will be assigned a tracking number
(contingent upont on privacy restrictions), counted, sorted and analyzed using the
associated database.

»  Written comment forms will be assigned a tracking number, scanned, read, sorted by
key themes, counted and input into database.

= Written correspondence will be scanned, archived and sorted by oppose/favor, and by
key theme where applicable. As is feasible, responses will be further sorted according
to the criteria used for sorting the electronic data. Bvery attempt will be made to
review each piece of written correspondence received. Where the volume is too high,
random sampling will be done.
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» Oral testimony will be categorized by key theme and listed as an entry into the
database. Written submittals collected at public meetings will be available for further
review by the Local Advisory Pane!l and Team PwC.

= Results of all three analyses will be summarized and aggregated by site.

Analysis will be provided to the PwC Team, the Local Advisory Panel, and ultimately the
Secretary. Analysis results will be incorporated into the option development process and
shared with the internal team (PwC, VA, Local Advisory Panel) and external
stakeholders:

High-Level Analysis

»  Website will reflect high-level summary anelysis of stakeholder input:
o Number of comments
o Top areas of concemn (key themes)

Detailed Analysis

= Reports to Local Advisory Panels, VA and Team PwC will reflect:
o Site specific issues
o WNumber of comments
o Alignment of comments related to option development criteria

The specificity of the analysis will be dictated by our ability to ask relevant and pointed
questions. In order to solicit comments, the Stakeholder Team will select from 2 VA pre-
approved list of questions asked of veterans. Questions will be selected based on their
ability to closely align with high level option development criteria: access, quality,
economic impact and reliance on the VA facility.  Pre-approved questions include
questions about the ease with which a veteran can be seen by a doctor of his or her
choice, the convenience of the location of the facility at which the veteran is seen, and his
or her assessment of the overall quality of care provided. There are no pre-approved
questions which are pertinent to potential changes in the locations at which VA provides
care 10 veterans, so that the open-ended comments may be the only means to elicit views
on specific options that have been developed.

Duration and Timeline

Stakeholder Input Capture and Analysis will occur in three phases:

« Design and Development of Mechanisms: website and mailstop(s)
o February 2005 - April 2005 (estimated)

= Collect Stakeholder Input
o April 2005 — October, 2005 (or longer if deemed necessary)
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o Formal collection timeframes will be established prior to each public meeting to
allow time to synthesize all responses and provide input to the correlated option
development phase.

« Stakeholder Input Analysis

o March, 2005 — October, 2005 (or longer if deemed necessary)

o Stakeholder input will be monitored on a regular basis to identify critical issues
that need to be addressed by either the VA or the Local Advisory Panel. As
issues arise, the stakeholder team will route concerns through the site team leads
to the Local Advisory Panel and local VA staff], or through the PMO to the VA.

8.6. TooLS AND TEMPLATES

Stakeholder engagement is developing a Toolkit of best practices, guidance and templates
for PwC Site Tearn Leads and ultimately the Local Advisory Panels, and local VA staff.
The Team PwC Stakeholder Engagement and Communications Toolkit contains:

Guidelines for Publicity

Guidelines for Selecting a Location

Guidelines for Managing Public Comments

Guidelines for Public Meetings

Tips for Organizing a Public Event

Recommendations for Preparing Effective Meeting Summaries
Evaluation Form

Others to be determined

Detailed tools and templates are outlined in Appendix 8.
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Appendix 1 — Glossary

Item

Definition

Access

The Access to healthcare assessment is evaluated along three dimensions;
*  Drive time

*  Patient ongin

r Wait time

Access drive ime
thresholds

Purposc is to determine the numbers of actual enrollces that are within defined travel fime
parameters for primary care, acute hospital, and tertiary care.

Type of Care  Time eriteria (min.) Threshold criteria (%)
Primary Care 30 min. - Urban 70%
30 min, - Rural 70%
60 min. - Highly Rural 70%
Acute Hospital 60 min. - Urban 65%
90 min. - Rural 65%
Tertiary Care 240 min 65%

Threshold Criteria refer to the minimum acceptable % of projected enrolless in a designated
market that must meet the access standard. VISNs were atlows designate counties as highly
rural and VSSC can provide a lists of counties by VISN and market with the designation of
urban, rural or highly rural for each county.

Access patient
origin

Patent origin looks spemﬁcally at those velerans who actually sought care at the study site.
PwC will utilize reponts from DPPB 10 evaluate patient origin, if the VA determines this is
necessary.

Access wau fime
thresholds

Access tools

Wait time measures the wait time between the appomt.ment creation date and the day of the
appointment encounter. This is measured for both new and established patients and factors
in time spent waiting on the VHA electronic wait list or due to clinic cancellations.

Patient type Wait fime target
New patients 80% of all new patients within 30 days of creation date.

Established patients  95% of established patients within 30 days of the desired appointment
datc (still to be determmed)
“These tools used to svalnate Access are as follows:
1. VA ArcView Access Tool — The official calculation, PSSG will use this tool to
generate a data file for PwC.
2. Primary Care Access Tool — Used to assist in the evaluation of options.
3. Distribution Population Planning Bases (DPPB) — VA data sowrce for patient origin
information.
4. Advance Clinjic Access Cube — VA data source for wait Limes.
5. MapPoint — mapping software used to display drive time circles and Vet Pop origin.

" Additional costs

“Additional
revenaes

Costs incurred in additional to “in kind” services from sharing agreements. Por instance, VA
may provide 50 MRIs for a non -V A provider in exchange for 50 inpatients medicine BDOC
and an additional cost of $100 per BDOC.

Revenues received in additional to “in kind'" services from sharmg agrcements For wstance,
VA may provide 50 MRIs for a non- VA provider in exchange for 50 inpatients medicine
BDOC and an additional 100 per MRL.

TAgs gor sgate

economic achch

The value of economic value added, calculated for each BPO at cach Sludy Site, utilizing
the BPO Financial Analysis Tool.

Allocation Distribution of workload apph_cablc to SL'IJC!X__S_I‘@_S 10 S1tes_y}{1_th_m }he Stqdl S_1te_s o
~ Alternative Theses are Business Plan Options g generated as alternatives to the Bascline Business Plan
Business Plan Option providing alternative ways the VA could meet the healthcare requirements of
Options veterans at the Study Site
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Item

Definition

Ambulatory
Services

These are principally services o veterans in a clinic setting (that may or may not be ou the
same station as a hospital), for example, a Cardiology Clinic. The grouping as defined by the
VA also include several diagnostic and treatment services, such as Radiology.

Analysis Scenario

Principle scenarios will be considered for each Business Planmng Option dunng Stage 1I:
o Base Case: most expeditious and economically favorable time frame -

a sigple Utilization Forecast

= Delay Case: most expeditious and econormically favorable time frame plus S years —

a single Utilization Forecast

Anmual VA
mvestment levels.

Annual investment levels calculated by the Financial Analysis required by the VA fora
particular Business Plan Option wil) be aggregated and scparated by major type of expense.

Appraisal reports

Details the market value of each VA property.

Average Daily
Census (ADC)

Base case
implementation
timing

Average Daily Census is a calculation that shows, on a typical day, the average oumber of
veterans in the hospital for a given service. Mathematically this is Bed Days of Care /365.

This assumes that the first new investment would oceur in FY08.

Baseline Business
Plan Option

The Baseline Business Plan Option is the Business Planning Option for the VA not to change |
any element of the way healthcare is provided in the Study area (this Business Planning
Option is equivalent to a Do Minimum (or Do Nothing/Status Quo) Option). Under this

Business Planning Option:

*  The future utilization forecast is applied o provision as today. Healtbcare would
continue to be provided from current locations using current facilities; save 1o the extent
that (a) healthcare volumes for particular CICs fal) beJow key threshold levels when it is
assumed that such healthcare procedures would be contracted out and current facilities,
or portion thereof, mothballed, unless they can be re-used, or (b) health care volumes for
particular CICs increase to the point where additional capacity is needed. Where (b)
gpplies, Team PwC’s Healthcare and Capital Planning teams will consider minimal
change opticns to meet the gap.

= Capital Planning costings will allow for current facilities to receive such early
investment as i3 required to rectify any material deficiencies such that they would
provide a safe and secure healthcare delivery environment (such investment is assumed
to occur when necessary and include investment to make facilities seismically secure
and ta rectify all weaknesses identified in the facilities condition assessments). To the
extent that Gaps in healthcare provision are identified at the Non-Healthcare study sites
and the VA is to provide the healihcare facilities requirement, the Capital Planning team
will develop Business Plan Options that provide physical solutions that meet the VA’s

peed.

= Lifecycle capital planning costings will allow for such on-going planned preventative
maintenance and life-cycle maintenance of major and minor building elements. In the
event that a particular structure or key building clement is life expired, it is assumed that
the structure or key building element is replaced.

* Re-use plans will consider maximizing the re-use potential of existing vacant.

Bed Days of Care
(BDOC)

stay. This is GFI by CIC,

A Bed Day of Care is a day that the inpatient tient bed is occupied by a veteran durmg 2 given

Bed Need

Bed Need is calowated by dividing the ADC by & given occupancy percéntége typlca.lly
85%. Thus, if a station has an ADC of 34 for Inpatient Medicine, the Bed Need is 34/.85 or

40.

Benefits

Since the Financial Analysis for CARES Business Plan Studies is a Cost Effectiveness
Analysis, the term “benefits” means cost savings and cash-inflows estimated, and should not
be confused with monetarized benefits or other economic measures used in a formal

cost/benefit analysis.
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Item Defipition

BPQ Financial  Is the Microsoft Excel based tool developed by Team PwC to prepare the 30-year Life-cycle
Analysis Tool Cost Estimate for each Businegs Plan Option at each Study Site.

BPO Planning These are the Planning Indicators provided to the Capital Planning eam by Team PwC's
Indicators Healtheare team for each BPO generated by the Healthcare Team for the General Capital

Planning Sites and by the VA for the Comprehensive Capital Planning Sites. Indicators will
be of two types: (a) beds by CIC, and (b) stops by CIC.

Building Gross " "This is the sum (in square feet) of DGSF and non- departmental space (ext.ermr walls,

Square Footage canopies, dacks, etc) composing the overall building area.
(BGSF) o _
Building types 1o Building type descriptions (where available and applicable) will be used to provide further
be considered detail regarding distribution of space (particularly within existing bwldings). A lListing of
potential building type includes (but is not limited to) the list of types below:
*»  Acute Care

*  Primary Care (on Campus)

»  CBOC (off Campus)

»  Specialty Clinic

»  Domiciliary

*  Nursing Home

*  Research & Development

*  Education

»  Administration

«  Qut Lease

* In Lease —rented space that the VA uses.
Logistics

«  FEpgineering and Utiities
Quarters (on Lhose sites where these are already provided)

Other

" Business Plan Business Plan Options are the Options developed and assessed by Team PwC as part of fihe

Option (BPO) Stage I and Stags 11 Option Development Process. BPOs are a set of multiple facility level
I ___ solutions for a given specified CARES category(tes).

—bapltal Asset  Program to proactively ensure VA's ability to effectively deliver healthcare over the next
Realignment for twenty years. The CARES planping process examines veterans’ future needs as well as
Enbanced cwrent VA resources in developing a series of planning initiatives (PIs). The CARES
Services planning initiatives will determine how VA will realign its capital infrastructure to provide
(CARES) __the optimal level of care in the future. o
Capital Costing ~ Davis Langdon, work:.no for Perkins+Will.

Team L

A'Ea_;;i?a]—__— ~ The followin; g ; capita) investment typcs are used in the Cost Effectiveness - Analys:s

Investment Types *  Construct New

* Renovate

= Demolish

* Temporary Rent

*  Acquire Land

= Rent Space )
Capital Planning  Perkins+Will (supported by Davis Langdon)
Team

CARES catégory Functional area where VA services, both clinical and non-clinical are provided. Examples
include; Inpatient medicine, inpatient surgery, research, adminsstrative, etc,

APPENDIX 1 3/109 PROPRIETARY AND CONFIDENTIAL

GLOSSARY CQf/,/?/



TEAM PWC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

Item

Definition

CARES
Twplementation
Category (CIC)

"CARES

Jmplementation
Category Cross
walk

One of the following 25 categories under which workload is aggregated in the V A utilization
forecast models (source):

Ambulatory: Behavioral Health (Milliman)
Ambulatory: Cardiology (Milliman)
Ambulatory: Eye Clinic (Milliman)
Ambulatory: Non-Surgical Specialties (Milliman)
Ambulatory: Orthopedics (Milliman)
Ambulatory: Pathology (Milliman)
Ambulatory: Primary Care & Related Specialties (Milliman)
Ambulatory: Radiology & Related Specialties (Milliman)
Ambulatory: Rehab Medicine (Milliran)
. Ambulatory: Surgical & Related Specialties (Milliman)
11. Ambulatory: Urology (Milliman)
12. OP Mental Health Program: Community MH Residential Care (Milliman)
13. OP Mental Health Program: Day Treatment (Milliman)
14. OP Mental Health Program: Homeless (Millimarn)
15. OP Mental Health Program: Mental Health Intensive Case Management (MHICM)
(Milliman)
16. OP Mental Health Program: Methadone Treatment (Milliman)
17. OP Mental Health Program: Work Therapy (Milliman)
L8. Inpatient Medicine and Observation (Milliman)
19. Inpatient Psychiatry and Substance Abuse (Milliman)
20. Inpatient Surgery (Milliman)
21. Other Mental Health Inpatient Programs (Milliman)
22. Inpatient Nursing Home (Non-Milliman source)
23. Inpatient SCI (Non-Milliman source)
24. Inpatient BRC (Non-Milliman source)
25. Inpatient Dom (Non-Milliman source)

W N RN

—
<

" This is the crosswalk of emstmg DSS Unit Costs Space Dmcrs, ‘and Departments to the

CARES Implementation Categories.

CARES
Objectives

VA objectives that are the basis for the Contractor recommending the primary Business Plan
Option that:

* Maintains or improves quality

* Maintains or improves access

* Maximizes reuse potential of VA owned sites

» Results in a modernized, safe healthcare delivery environment

* Results in a cost effective physical end operational configuration of VA resources

Casb-lows

“Clirucal Inventory

These are the annual cash flow calculated by the BPO Financial Analysis Tool associated
with the lmp]@mep_fatlon of a particular Busincss Plan Option at a Study Site.

Clinycal Invu—nofy' 1s the llbtmg, of ¢linical services offered at a mven Station or Sub-Station.
Separate inventory forms exist for VAMCs and CBOCs. The VA will populate the Clinical
Inventory for current state; PwC will populate for the BPOs.

“Co mrunity Based
Outpatient Care
(CBOC)

A CBOC is an outpanent facili ty typmally housing clinic services and associated mst.mg
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TEAM PWC METHODOLOGY & STUDY TrRAM GUIDE
VA CARES BUSINESS PLAN STUDIES

Item Definition -
Collaboration These include potential collaboration or collocation oppormmnities with:
parmers = Cther VA organizations (most likely the VBA) or largely VA funded organizations (e.g.

tike NCIRE). (Such collocation opporiunities should identify the overall magnitude of
potential rent and other costs saved from collocation as well as the overall magnitude of
the costs associated with implementing such a collocation)
= DoD 10 use/re-use VA facilities/sites. (We anticipate that the VA (HQ) will coordinate
with the DoD (supported by Teamn PwC) to identify potential collocation/collaboration
opportunities for:
i the DoD utilizing VA land, facilities or services at particular smidy sites and
it.  the VA utilizing DoD land, facilities or services at particular study sites.
o Affiliated Organizations. (We anticipate that the VA and/or the Local Advisory Parels
will inform Team PwC of potential collocation and collzboration opportunities)

Collaboration
Terms of Trade

These are the terms assumed for the Collaboration, which might fnclude payment for
services, payment for space, etc.

Comparison
Model o

The Microsoft Excel based model used to compare the outputs of BPO Financial Analysis
Tool models prepared for a Study Site.

Composite re-use
score

Tllustrates the VA's CARES Stage [ analysis of an existing space’s potential for re -use and

the relative leve) of renavations required to woprove conditions up to VA standards for the
desired function.

Composite
) functionality score

lllustrates the VA's level of renovations required to improve a space’s condition to VA
standards.

Comprehensive = Canandaigua
Capital Planning =  Montrose / Castle Point
Sites = St Albans

=  Lexington

=  Livermore

= White City

=  Perry Point

= Gulfport/ Biloxi

 WesLA o
Comprehensive »  Canandaigua - i
Re-Use Planning =  Montrose/Castle Point
Sites = St. Albans

*  Lexinpgton

*  Livermore

*  White City

*  PerryPouwt

*  Gulfport/Biloxi

= WestLA

Compute;ized
Physician Order
Entry (CPOE)

A method by which phy5101ans are able to mput orders for patient care activities (tcsts) intoa
computer, greatly reducing error rates and expediting care.

Contract fee rates

Geographic rates that convey the cost of contracting non-V A resources to provide healtheare
services. These may be updated by Team PwC for particular sites — like Poplar Bluff

Contract Officer
(CO)

Is the Depa.rtmcnt of Veteran Affairs’ Contractor Officer for this Contract

“Cost Avoidance

Cost ayoidance occurs when lmplemennng an individual Business Plan Ophon would allow
the VA not to make an investment projected in the annual cash flows calculated for the
Baseline Option. Cost Avoidance calculations are used for reporting purposes only and do
not form part of the Cost Effectiveness Analysis
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TEAM PWC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES.

Item

Cost Effectiveness

Analysis (CEA)

A program is cost-effective if, on the basis of life- cycle cost analysis of compumg
alternatives, (t is determined to have the lowest costs expressed in terms of present cost terms
for a given amount of benefits. CEA is appropriate whenever it is wnnecessary or impractical
to consider the dollar value of the benefits provided by the alternatives under consideration.
This is the case whenever (i.) each alienative has the same anmual benefits expressed in
moneiary terms; or (if) each allemative has the same annual effects, but dollar values cannot
be assigned to their benefits,

CEA can also be used 10 compare programs with identical costs but differing benefits. In this
case, the decision criterion is the discounted present value of benefits. The alternative
program with the largest benefits would normally be favored.

CEAs that involve coastant-dollar costs should use the real Treasury borrowing rate on
marketable securities of comparable maturity to the period of analysis. This rate is computed
usiog the Administration's economic assumptions for the budget, which are published in
January of each year. A table of discount rates based on the expected interest rates for the
first year of the budget foreeast is presented in Appendix C of this Circular. Appendix C is
updated annually and is available upon request from OMB. Real Treasury rates are obtained
by removing expected inflation over the period of analysis from nominal Treasury interest
rates. (see Discount Rate)

The CEA for CARES Business Plan Studies is the systematic process used by Team PwC for
identifying and comparing the acquisition and recurring costs and savings of a variety of
alternatives against the Baseline Business Plap Option using the Team PwC Financial
Analysis tool,

Cost Savings

Cost Savings are calculated by ¢ comparing the annual cash {lows calculated for individual
Business Plan Options to the annual cash flows calculated for the Baseline Option. (see
Recurring Cost Savings)

"COTR~

Isthe Depanment of Veteran Affairs’ Contractor Officer’s Technical Representative for this

Contract.

" Current allocation

Is the current dlSlﬂbU[lOl’l or workload 1o Sites within a pamcular Study Snz:”

Decision Support

VA’s cost accounting bySK,n\

System (DSS)
“Deflator " This is the national Tr@éﬁ&'-dcﬁ-&ion rate (currently assumed to be 2% per anpum) used to
convert nommal cOoSsts to 2003 Dollar Cost base or Real costs.
—]5&:-1)/ Scenano Thisisa s yelr delay to _t}ju__ Base Case _I_m_plbmé;l;aﬁ _l-xmmg T T
Demolish Physical elimination of excess space, T
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TEAM PWwC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

Item Definition o
Department The following is a comprehensive listing of de_b_énments for distribution of projected space
peed as developed in a meeting with Jill Powers, and PwC Healthcare and Capital Teams.
NURSING SUPPORT
Inpatient Medicine Nutrition/Food
Inpatient Surgery Canteen
Medical ICU Sterile Process & Distribution Service
Surgical ICU Acquisition & Materiel Management Warehouse
Coronary ICU Pharmacy - Inpatient
23 Hour Observation/Care Pharmacy - Outpatient
Rehabilitation Medical Care Environmental Management Service
Inpat_.ignt Mental Health & Behavioral Linen Service
Medicine
included in Inpatient MHZ & BM Engineering Service
included in Inpatient MHZ & BM Police/Security
Urgent Care Information Resource Management
Primary Care On Site Laundry
Eye Cluic On-Call Program
EEG/Neurology Program (including  p o iderstial Ouarters
Traumatic Brain Injury)
Nuclear Medicine
Pathology Education Program
Cardiology
Radsation Therapy Director's Suite
Pulmonary/Respiratory Care Nursing Service Administration
Audiology Program ' Medical Administration Services
Recreation Therapy Program Fiscal Service
Dialysis Program Acquisition & Materiel Management Administration
Dental Human Resource Service
Geriatrics Clinical Service Administration
Mental Health Clinic Social Work
Substance Abuse Clinic Voluntary Service
Digestive Diseases/Gl/Endoscopy Library Service
Primary Care Medical Media
Employee Health Chaplain Service
Blind Rehabilitation Veterans Assistance/Service Organizations
Spinal Cord Injury Child Care Centers
Adult Day Care Credit Union
Day Treatment Employeé Fitness Centers
Prosthetics Veterans Bepefits Administration
LONG TERM CARE National Cemetery Administration
Nursing Home Care Qudeased Space
gemdlcpt_lal Rebabilitation & Medical Research / Development
omiciliary
Other Inpatient Mental Health INFRASTRUCTURE
included in Medicine Beds Lobby Space
Centralized Staff Lockers
Information Resource Management
Boiler Plant
APPENDIX 1 7/109 PROPRIETARY AND CONFIDENTIAL
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TEAM PWC METBODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

Item

Definition

Departmental
Gross Square
_Footage (DGSF)

This is the measure of area (in Edﬁar-cmfeét)“bl‘ VA dESigﬁziEcT depanment
including prmary activity space (rooms), support and administrative areas
directly associated wath the functions of that department.

Departmental
Level Costs

Are assumed to be Service Line level costs which equale to CICs.

Discount Factor

value terms. The discount factor is equal to 1/(1 + {)t where i is the interest rate and t is the
number of years from the date of initiation for the program or policy until the given famre

year. e .

Discount rate

The interest rate used in calculating the present value of expected yearly costs.

In order to compute net present cost for a cost effectiveness comparison, it 3s necessary to
discount future costs, This discounting reflects the time value of money. Costs are worth
more if they are experienced sooner. All future costs should be discounted. The highes the
discount rate, the lower 1s the present value of future cash flows. For typical investments,
with costs concentrated n early periods and benefits following in later periods, raising the
discount rate tends 10 reduce the net present value.

The Discount Rate is the rate, published by the OMB, used to calculate the Net Present Cost
in Cost-Effectiveness analyses.

Nomingl Discount Rates published by OMB are a forecast of nominal or market interest
rates for 2005 based on the economic assumptions from the 2006 Budget. These nominal
rales are to be used for discounting nominal flows, which are often encountered in cost
effectiveness analysis — currently 5.2% per annum for a 30 year analysis.

Real Discount Rates. A farecast of real interest rates from which the inflation prerium has
been removed and based on the economic assumptions from the 2006 Budget is presented
below. These real rates are to be used for discounting real (constant-dollar) flows, as is often
mqmred m cost- effeomcness analysis — currently 3.1% per anoum for a 30 year anal ys1s

Discriminating
Criteria

These are the evaluation criteria that are used 1o rank Business Plan Options that have passed
Initial Screening Tests (similar Criteria were called Impact Criteria in CARES Phase 1I).

Divest

Tee simple sale of excess space in buildings, facilities/buildings or land. "The VA assumes
that it will receive full fair market value in consideration of this Divestiture, save only to the
extent that:

1. it is reasonably foreseeable that another Federal Agency would require the excess space
in buildings, facilities/buildings or land for continued use by the Federal Government, In
these cases it is assumed that the VA would receive sither no consideration or payment
of full fair market value as consideration for the transferred real property.

2. 1 reasonably foreseeable that Home Less Veterans

Donate

" Donation of excess space, facilities/buildings or land.

Economic
Maultipliers

The ratio between the direct effect on output or employment and the full effect, including the
effects of secand order rounds or spending. Multiplier effects greater than 1.0 require the
existence of involuntary unemployment,

Economic Multipliers used by Team PwC are the factors obtained from IMPLAN applied to
expenditures and the re~use plan agsociated with 2 BPO and aggregated to identify the
potential indicative econornic impact of a particular BPO.

- Efficiency savings

Savings resulting from efficiencies gained as a result of implementing 2 more efficient
infrastructure, consolidating functional areas, or signing additional sharing agreements.
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TeEAM PWwC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

Ttem

Enhanced Use
Lease (EUL)

Bscalators

b

Definition

Title 38 United States Code (1 (U S.C. ) Section 8162, authorizes the Secretary of Veterans

Affairs to out leage real property, under the control and/or jurisdiction of the Secretary, and

to receive in return, monetary or "in-kind” consideration (i.e., the provision of goods,

facilities, construction, or services of benefit to the Department), as all or part of the fair

consideration for out leasing the praperty,

The technical elements of this authority are:

*  The term of an enhanced-use lease rnay be up to 75 years;

*  The site 10 be Jeased must be controlled by the Secretary;

v All uses must be consistent with and not adversely affect the Department’s mission;

= VA may use “minor” construction funds (up to $4 million) as a capital contribution in
connection with an enhanced-use lease;

* VA may purchase services, space or facilities in connection with the lease;

* VA must hold a public hearing at the location of any proposed enhanced-use lease to
obtain veteran and local community {nput; and

VA must provide two notices to its congressional oversight communities prior to
entering into an enhanced-use lease,

One of the major elements of the enhanced-use Jeasing anthority is that unlike traditional

federal leasing authorities in which generated proceeds must be deposited into a general

treasury account, the enhanced-nse leasing authority provides that all proceeds (less any

costs that can be reimbursed) are returned to medical care appropnations.

The ability to keep proceeds created an economic incentive for VA and its property

managers to fully utilize their existing capital assts and to begin to view these assets as

porcntlal resources {0 fund needed programs or facility requirements.

Are the cost type and location sl)emﬁo inflators used in the Financial Analysis tool to convert
Un-escalated (current dollar) costs into nominal costs (in the future).

Financizal metrics

Are (be explanatory measures that convey the overall financial effectiveness of an evaluated

_Business Plan Option,

“Full DSS costs

Are the current fully loaded unit costs for providing one unit of care from a particular
CARES Iroplementation Category.

General Capital
Planning Sites

o)

= Boston

=  Brooklyn / Manhattan

*  Louwsville

»  Waco

» Big Spring

= Walla Walla

= Montgomery

For Muskogee and Poplar Bluff (Capital investment and lifecycle costing and assessment

General Re-Use

Planning Sites

* Boston

s Brooklyn / Manbatian
«  Louisville

»  Waco

* Big Spring

. Walla Walla

Government
Furmnished
Information (GFI)

All information and data listed in this document, Team PwC's proposal the Statement of
Work as being GFI is information or data provided by the VA (o Team PwC.
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TEAM PwC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

Item Definition
Healthcare Study 1 Boston
Sites 2 Brooklyn / Manhattan
3 Louisville
4. Waco
5. Big Spring
6 Walla Walla
7 Montgomery
8. Muskogee
HEDIS Health Plan Employer Data and Information Set. -
IMPLAN IMPLAN s a well-established regional input-output model commonly ﬂccepted and used by

Income stream

econorruc J_mpacts

economists across the USA is used to address a wide range of impact topics in a given region
(county, state, or national) will be used to develop economic multipliers to apply to
expenditures aggregated in the mode! to generate rough order of magnitude indicative

Is income generated as a result of the sale or leasing of VA propcrty

Indicative
Economic Impact
Analysis (“JEIA”)

Is the analysis completed by Team PwC to provide an indication of the relative economic
impact of the various Business Plan Options developed compared to the Baseline Business
Plan Option. The indicative assessment is not intended to be a detailed assessment; rather it
is design to provide a single measure based on direct expenditures of the aggregate economic
activity associated with gn cpuan, B

Inflation

The propomonatc rate of change in the gencral price : level, as opposed to the pmportlonate
increase in a specific price of a good or service. Inflation is usually measured by a
broad-based price index, such as the implicit deflator for Gross Domestic Product or the
Consumer Price Index.

Initial Sc}ecning
Criteria

A senes of critenia used as the basis of the assessment of whether or not 2 particular Business
Plan Option has the potential to meet or exceed the CARES objectives.

In-Fouse
workload

Is the total expected demand at the Site level and is a result of managing workload.

Inpancnt Services

Internal Rate of

These arc services pmwdcd to veterans in the hospital on an inpatient unit, such as Surgloal
Unit or Spinal Cord InjuryUrg¢.

Internal Rate of Return (° TRR™). A particular project’s IRR is the discount rate that causes
its future-valne cash-flows to result in a zero NPC. This calculation may not be appropriate

These are the levels of workload for any particular Healthcare procedwe below which the

Return (JRR)
in most cases, smcc these options always result as a cost to thc Dcpartmen

Joint Ventures Are sha.nng, agreernenu; that involve e exporung workload 1o a non-VA fauhty This is
considered as Contracting in Team PwC’s analysis

Key Threshold

Levels

VA would stop providing the particular procedure because of quality and economues of scale
concemns. If healthcare volumes for particular procedures fall below Key Threshold Levels
then it is assumed that such healthcare procedures would either be (a) transferred o another
VA facility or (b) contracted out and the current facilities or portion thereof, used for this
procedure mothballed, unless they can be re-used or dernolished.

Examples include Veterans Rural Access Hospital,

Life-cycle capital
cost eslimates

Theses are estimates for each Bustuess Plan Option of periodic or coninuing costs of
significant mawntenance or other capital investments over the 30 year assessiment period
(2003-2033) required to sustain the facilitics used by the VA in the particular Business Plan
Option.
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TEAM PwWC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

Item Definition ~ _
Life-cycle Cash-  The overall estirpated cash cost for a particular Business Plao Option over the time period
flows or corresponding to the 30 year assessment period (2003-2033), calculated as the sum of the net
Life-cycle Cost annual cash flows resulting from direct (i.e. directly related to the CICs) and indjrect
Estimate or operating costs, plus any Life-cycle capital cost estimates, plus any Capital Investment

Life-cycle Cost

Costs, plus Net Revenues Resulting froma Re-use. The Life-cycle cost estimate forms the
basis of the CEA. Assessments of architectural and engineering systems repair and
replacement status and projections are based on GF] facility assessment documents pnmanly
located in the CAl L

" Likelihood

Magnetic
Resonance
Imagwng (MRI)

Managed space

The probability of any nsk_lmpactmg successful execution of a business p]an.mno opnon 3
implementation plan.

A device for 1 1maging tissues in the body using a magnetic field.

) caﬁi:-l'é\té Business Plan Option at a Site for satisfying space requirements at specific points

in time — this is the result of the Capital Planning team.

Managed vacant
space

Complete solution for eliminating excess space.

Master Data and
Assumptions List

All assumptions and inputs used in the Financial Analysis will be compiled and maintained
in a Master Data and Assumptions List (MDAL) for cach Study Site.

MDAL)

Mothball Vacating excess space that will require litle future maintenance.

NCQA National Commission for Qua]ny Assurance

Net Present Cost  Is the sum of the present value of the discounted prcsent value of all the annual life- oycle

(NPC) costs associated with a particular BPO.
Is the annual cash-Aows (costs and revenues) of a BPO discounted using the Discount rate
and summed to produce an indication of the BPO's overall costs. NPCs are used to allow
options with different implementation timings to bs compared on 4 similar basis relative to
the Baselive’s and other Business Plan option’s net present costs.

Net Revenues These are the arsounts and Lmnng of net in-flows estimated by the Re-Use Team (or OGCs)

Resulting from
Re-use

that the VA could receive from the re-use by Divesting, Donating, Enhanced Use Leasing,
Cut-leasing, Demolishing (this would be an ountflow) or Reserving (which would result in the
VA continuing to incur costs on an ongoing basis) of surplus or vacant rea) property.

New construction

Method of sansfvmg space requm,munts by constructing new space.

“Nominal Costs

These arc costs expressed in “Money of the Day terms”, for example a cost occurring in 2010
would be expressed in the amount of 2010 dollars required to pay for that cost.

" Non-Healthcare 1. Canandaigua
Study Sites 2. Montrose / Castle Point
3. St. Albans
4, Lexington
5. Livermore
6. White City
7. Perry Point
8. Gulfport / Biloxi
9. West LA
Office of Asset VA Headquarters Office of Asset Enterprise Management (004B), as described at
Enterprise WWWw.va.gov/oaem
Management
(OAEM). _ I -
Office of Quality  The Office within the V A responsible for, in part, the creation and use of clinical p}acticc
and Performance  guidelines and healthcare quality measures.
(OQP)
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Item _ Definition

Opcratlonal “Savin gs resultmg from vacating space cusTently utilized and maintained or implementing
savmgs sharmg agreements.

Other The OGCs are to be appointed by the VA 1o conduct General and Comprehensive Re-Use
Government Studies at Canandaigua; Montrose/Castle Point; St. Albans; Lexington; Livermore; White
Contractors City; Perry Point, Gulfport/Biloxi; and West LA.

(OGCs)

Outpatient These are services to veterans in an outpatient setting.

Services

Out lease Mezhod of eliminating space by leasing existing space to non VA providers in exchange for

“in kind” services or other monetary considerations.

Payback Periods Payback penods are calculated by comparing the cumulative investments (o any cost savings
for investments generated for a particular Business Plan Option and identifying the point at which positive
cash-flows are obtained.

Practice Patterns VA and Team PwC assumes that the actual practice patterns that occurred in 2003 will
coptinue, unless modified by Team PwC’s business plan options.

Real Costs Real or Constant Dollar Costs ~ Are the values of expendltures in a year measured in terms
of constant purchasing power. A real value is not affected by general price inflatjon. Real
costs can be estimated by deflating nominal costs with a general price index, such as the
implicit deflator for Gross Domestic Product or the Consumer Price Index.

Real Costs in this analysis are costs expressed in 2003 Dollar terms.

Recurring Cost ‘Recurring Cost Savings would occur if a pamcular Business Plan Option results a lower

Savings operating cost on an ongoing basis than the on-going cost of the Baseline Option. Recnrring
Cost Savings are calenlated by combining: the assessment of future operating costs
calculated by Team PwC’s Healthcare Team with any recurring in-flows assessed from the
potential re-use of surplus land or facilities by Team PwC’s Re~-Use Team or the OGCs.
These assessments for part of the work required to generate the inputs to the Financial
Assessment

Return on The percentage return that is generated by each additiona) dollar invested. Positive ROI

Investment (ROI)  corresponds to a benefit-to-cost ratio greater than 1, which indicates that berefits are greater
than costs while a negative ROI indicates a beneﬁt-to-cost ratio less than 1, which indicates
that costs excecd beneflls. Since the Financial Analysis for CARES Business Plan Studies is
a Cost Effectiveness Analysis, the term “benefits” means cost savings and cash-inflows
estimated, and should be confused with monetarized benefits or other economlc measures
used in a formal cost/benefit analysis.

Research and Services associated with research and education. A subset of the Team PwC Healthcare
Education R&E)  Stdy focused on the identification and mitigation of potential impacts to R&E functions at
the health care study sites.

Re-use existing Method of satisfying future spdoc rcqmrements ‘that involves reusing space currently in use.
space

Re-use Team Economic Research Assaciates

Re-use vacant Method of satl—s?s-/m__-g future spaée réqum.mcms that involves reusing space currently vacant,
SpACE
“Revenues Team PwC wil) only consider revenues (or cash-inflows to the VA) aﬁgu—lé fromreal

property based transactions (1.e. the disposa] or leasing of vacant rea] property assets). All
other in-flows (for example like payments from payors) are considered to be materially
equivalent in all Business Plan Options and, therefore, in accordance with VA Amendment,

Risk Any barrier to success ‘of 2 business pla:rmmg Dpuon $ transition and implementztion plan or
__uncerteinty about the cost or impact of that plan.
RJs—kaétgééry ' " Eleven g D’roupm gs of critical success factors for Eéngltlon and lmph;}n_e_r_ltatlon plan success.
“Site A Siteis the location of an ex: ex13t1ng or potential new VAMC, CBOC, other VA, DoD or

Community healthcare facility or other location where the VA procures or provides Care for
jite encalleeg

APPENDIX 1 12/109 PROPRIETARY AND CONFIDENTIAL
GLOSSARY

780



TEAM PWC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

dem  Definition e
Site — Building These are designation of projected area need (measured in Building Gross Square Feet)
Zones based on CIC volume projections for a specific year and Station. Building zones identify one

or more distinct buildings of similar construction type and functional activities. The

Building Zone types are as follows:

e  Existing (buildings presently located on campus)

s  Acute Care (buildings where the primary occupants provide inpatient and ontpatient
functions)

e  Nursing Home (buildings where the primary functions is providing long term care
services)

e  Domiciliary (buildings providing shelter for homeless veterans)

s  Rehabilitation (buildings where the primary occupants provide rebabilitation care
fanctions)

e  Behavioral Health (buildings where the primary eccupants provide mental health care
and related services)

e  Ambulatory Services (buildings where the primary occupants provide outpatient
diagnostic and treatment services)

s  Research (buildings where the primary occupants provide research and/or education
services)

o  Adminjstration (buildings where the prirnary occupants are administrative functions
requiring office and conference space)

s  Logistics (buildings providing logistical services on campus such as warehouse, power
plant, laundry facilities, etc.)

¢ Out Leased (tenant space occupied by non-VA functions on the campus)

__ ¢ Leased Space (tonant space occupied by VA functions in off campus locations)

" Site— " Theseare a designation of projected exterior area need (measured in Geoss Square Feet) for a
Nop-Building specific year and station and building zone. Non-building zones identify portions of the
Zoues campus reserved for exterior activities associated with specific building zones. The

Non-Building Zone types are as follows:

o Civil Issues (Existing and/or proposed site conditions involving civil engineering
elements. For example: water retention ponds, steep topographic slopes, wetlands, etc.)

e Buffer (landscaped area surroundiug buildings to provide for future expansion and/or
visual separation of campus structures from adjacent neighborhoods.)

»  Outdoor Recreation (Exterior areas designated for recreation therapy, physical
exercise and similar activities)

e  Parking (surface and structured vehicular parking areas)

s Circulation (pedestrian and vehicular pathways, roads, walks and bridges)

s  Demolition (terporary campus areas where existing buildings are razed to provide for
new construction)

»  Reuse (portions of the existing campus designated for occupancy as determined by a
desipnated Reuse Contractor)

_The Secretary _ The Secretary of Vetorans Affairs _ S
The Secretary’s The Secretary of Veterans Affairs CARES Decision Document as published on May 2004.

Decision -

“SME Subject Ma_ttzr_‘Expe_rt_s_ N - B ' )

Space Standards ). ThE_S-ﬁ"amcé 'T'yp;:s (inpatient, 'du't'};at_iérﬁlt and -ot.hcr) describes the caiegBHc?ude-Enew
spece mapping in (he CARES Strategic Planning categones. There are cases where the VA
does not have space standards such as inpatient substance Abuse so for space that is mapped
10 inpatient psychiatry.

2. The CARES Strategic Planning categories are the basic elements of the clinical categories
that the studies are i6 be used in conducting the studies.
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_Jtem Definition
Space Types — New Sept 2- 15, 2004 Mapping
Inpatient CARES Strategic Planning Categories

S&F ‘I_np atient Cate gof-y_- )
(or * Additional Subeategories broken out for
Workload)

* Blind Rehab
« HCMI CWT/TR

* Inpatient Blind Rebabll_ltatlon Care

* Homeless Don_umhdry program

= Intermediate Care

. Inpanent Intermediate Care

= Medicine

= 23 Hour Observation/Care
Inpatient Coronary Intensive Care
« Inpatient Medical Care
* Inpatient Medical Intensive Care
*» Inpatient Neurological Care
* Inpatient Rehabilitation Medical Care

Hospice/Palliative Care
= Inpatient Nursing Horne Care
= ¥ SNF/ECF

« Psych RRTP and PTSD RRTP

Psychiatric Residential Rehabilitation
(PRRTP) program

* Psychiatric

- Residential Rehab Treatment (Df)m)
» Respite Care

*CWT/TR
* Inpatient Mental Health & Behavioral
Medicine Care
*  *Inpatient Sub Abuse
* SARRT
*STAR L, II, 1II
Do:mmhary program
' Respite Care program

* Spinal Cord Injury
- Surgcry

New Scpt 2-15, 2004 | Mappmg
CARES Strategic Planning Categories

Space Types — Out
Patient

+  Ancillary/Diagnostic

Inpatient Spinal Cord Injury Care

Workload)

= Inpatient Surgical Care
- Inpatient Surgical Intensive Care

T S&T Inpatient Category
(or * Additional Subcategories broken out for

Nuglear Medicirie
+ Radiation Therapy program
* Radiology program

Cardiology

Day Treatment

" EyoClinie

» Eye Clinic

» _Cardiology program

o Day Hospital program

MECIH Sy o et

= Maybe own Categones in1.TC
Model

Adult Day Care progrdm
* Home-Based Primary Care (HBPC)

Mental Health Clinics

« " Day Treatment Center

* Mental Health Clinic

= MHSDP Homeless Program

« MHSDP MHICM

= MHSDP Work Therapy

»  Psychology program

= Social Work program
Substance Abuse Clinic

o No—sﬁe_gzéuired

+ MHSDP Communiry MH Residential
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Item

Definition

Nop-Surgical Specialties .

ACS-Specialty Care
Endocrine/Metabolic & Diabetes
Oncology

Pulmonary/Resp Care program

Pathology X

Pathology program

Primary/Urgent Care -

ACS-Primary Care
ACS-Urgent Care
Geriatrics

Rehab Medicine .

Rehab Medicine program

Substance Abuse Clinic =

MHSDP I\/_I_f;}lladone Treatment

Surgical and Related Specialties ’

Audiology program
Dialysis program
Digestive Diseases/Gl/Endoscopy
EEG/Neurology program
Orthopedics
Surgical program

Urology - i

Urology

APPENDIX 1
GLOSSARY

15/109

PROPRIETARY AND CONFIDENTIAL

74



TEAM PWC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

Item Definition
Space Types — »  A&MM Admin,
Other r  A&MM Warehouse

= Canteen service
+  Centratized Staff lockers/lounges/toilets
*  Chaplain Service
*  Clinical Service Administration
*  Director's suite
Education program
Engineering Service
*  Environmental Management service
*  Fiscal service
*  Human Resource service
*  Information Resource Management
»  Library Service
*  Linen Service (Dispatch & Holding)
*  Lobby Space
*  Medical Adminjstration Service (MAS)
«  Medical Media
*  Medical Research/Dev
= Nursing Service Administration
Nutrition/Food
*  On-Call program
»  On-Site Laundry
*  Police/Security service
»  SPD service
Veterans Assistance/Service Organizations

Voluntary service
*  Vacant Space
Swing Space
»  Out-leased
1+ Child Care
*  Dental program
* Quarters

*  Credit Union
*  Ewnployee Fitness
Pharmacy Program
Recreational Therapy program
*  Moved to Inpatient - Respite Care

Space projections

Future space needs to adequately provide care in the ﬁj—t;‘r—_ér

Special Needs ~ For this study, defined as the following:
Categories 1. Inpatient Damiciliaty

2. lnpatient Blind Rehebilitation Center

3. Inpatient Spinal Cord Injury

4.  Special Mental Health [llness
Stabilized year

development and
re-use cash flows

These are annual cash flows occurring for the re-use development at the point occupancy or
take-up achieves the assumed maximum stable level (e.g. 95% let or similar for residential);
and are then used as the basis for determining the capitalized value or tradable value of the
completed development.
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Item Definition - )
Stage I Report This is the Report for each Study Site including: -
»  Healtheare Demand and Trends at the Study Site
* the impact of these trends on healthcare provision as today and the management
decisious that would need to occur (The Baseline Business Plan Option) to maintain
healthcare quality and access in a cost efficient manner
*  the Altemative Business Plan Options developed for meeting the bealthcare
requirements of veterans at the Study Site
*  Team conduct initial high-level assessment of these Business Plan Options against the
Initia) Screening Criteria;
= asummary of the Local Advisory Pane)’s perception of stakeholder concems /
Summary of stakeholder reaction/concerns and an assessment of how each option
addresses these concerns
v the results of Team PwC's high level BPO assessment, incleding an assessment of the
relative merits of the various Business Plan Options presented
s Team PwC’s supgestions as to which Business Plan Options are most likely to meet the
VA’s objectives and should be considered for further study in Stage I
Stage Il Report This 15 the Draft and Final Business Plans for each Study Sites as detailed in Chaptcr 2
Stakeholders Means an individual who has a relationship with the VA facility being examined or an

interest in what the VA decides about future activities at the facity.

Station and Sub
Station

These are VA terms used within the VA’s financial systems to describe each of the VA’s
existing Sites, Typically:

*  Stations are VAMCs and

*  Substations are CBOCS or Long-term care centers

Study Site A Siudy Site is one of the 18 locations of VA facilities selected by the VA for sudy by Teamn
PwC in this engagement. Study Sites included both Healthcare Study Sites and the
Non-Healthcare Smdy Sttes.

Team PwC PricewaterhouseCoopers LLP and its subcontractors for this contract. (Refer to Team PwC
Teckmical Proposal for further details)

Team PwC Team PwC’s risk roanagement specialists.

[mplementation

and Risk

Management

Team

Team PwC Team PwC’s Healthcare specialists.

Healthcare Team

Team PwC’s Refer to Tearn PwC’s proposal, as amended from time to time with the consent of the COTR

National Team and final approval of the PwC lead partner for this engagement.

Leadership

Team PwC’s This is the Panel selected from Team PwC's National Functional Leaders and Subject Matter

Scoring Panel Experts who completes the scoring of options at all study sites on a consistent basis using the

scoring process set out in the Chapter 2 (Decision Support and Business Planning).
The panel is drawn from a combination of SMEs drawn from within Team PwC’s National
Team Leadership and other SMEs drawn from Team PwC’s advisory pane]

Team PwC Study

These are the Team PwC individuals who are responsible for leading the work at each study

Site Leader site.

Team PwC’s Site  These are the Team PwC individuals who are responsible for conducting the work at each

Study Teams sdy site. o L

Team PwC Is the docurnent submitted by Team PwC.

Technical

Proposal
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Item Definjtion )
Technical These are the methodologies for the Healthcare, Capital Planning, Re-use Planning,
Methodologies Stakeholder Engagement, lmplementation Planning & Risk Management, Financial

Assessment set out in the other chapters of this document.

Total excess space

The amount of space at the facility level not attributed to satisfying future demand and the
corresponding space requirements after each BPO in the Study Site has been completed.

Transition and
Implementation
Plan

For each Business Plan Option, the plan which defines the clinical, capital and administrative
elements required.

Travel standards

Set of guidelines that define VA access standards and maximum trave] times imposed on
veterans.

Unit Costs These are the Variable Direct, Fixed Direct and Fixed Indirect Costs for each CIC and year .
input into the BPO Financial Analysis Tool by Team PwC’s healthcare specialists that are
multiplied by the workload to generale the operating costs for each Station and Substation
included in a BPO. These Unit Costs are based on the current DSS Unit Costs for each
Station and Sub Station,

Utilization This is Utilization Forecast 2003-2023 from Milliman and the other CIC Data Cubes before

Forecast any changes in worlkload associated with movement of services or other PwC adjustments

: associated with quality or access.

VA Department of Veterans Adminystration i )

VAMC Veterans Administration Medica! Centers

VA lnvesiment These are the annual levels of capital expenditure required from the VA for each BPO.

Levels

Veterans Rural
Access Hospitals

29, 2004, establishes VA policy defining the clinical and operational characteristics of small

(VRAH) policy and rural facilities within VHA.

VHA Veterans Health Administration

VISN Collection of VA facilities organized into a geographic unit.

Werkload / Thus is the amount of CIC units by category determined for cach market and Site (station and

Utilization sub-station) _

Workload/ This is the Workload / Utilization forecasts obtained for CICs from the Milliman and other

Utilization CIC data cubes for the years 2003 to 2023. Demand for years 2024-2033 is agsumed to be the

Forecast same as 2023. It 13 2lso assumed that the VA will provide this data after taking account of the
Secretary’s May 2004 CARES Decision. o

Workload / Amount of Worldoad/Utilization received by a facility from another VA facility outside of

Utilization the receiving facility’s VISN,

received o B

Workload / Workload/Utilization sold by a facility to an entity outside VA.

Utilization sold

Woskload / Workload/Utilization transferred by a Site to another VA Site outside of the transferring

Utilization Site’s VISN.

transferred

Workload / Worldoad/Utilization Thresholds are the minimum number of caseload procedures per

Utilization annum for each Clinica] Stop Code below which the VHA would seek to use alternative

Thresholds provision options.
Workload/Utilization Thresholds established for healthcare procedures in the CARES Phase
IT (as shown in the CARES Phase 1] Guidebook 2" edition) and amended by the VRAH
policy are 10 form the basis of the Workload Thresholds used by Team PwC.
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Appendix 2.A — Assessment Criteria

The following assessment criteria have been established based on the Statement of Work
and the CARES Guidebook Phase II (June 2002).

A. Healthcare Quality and Need
A.1 Healthcare Quality

How does the Business Plan Option sustain or enhance healthcare quality, such as the
relationship of volume of services and outcomes, or improved information transfer? Refer
to the Stage II Healthcare Quality Indicators set out in Chapter 3.

For example:
*  Describe any consolidations that increase volume to key thresholds.

= What js the impact on the continuity and contimuum of care — such as key service
adjacencies? Refer to the Stage II Healthcare Study Enhancement of Services and
Continuity of Care findings.

= Describe the availability and location of outpatient oncology services to follow-up
inpatient oncology care.

A.2 Healthcare Need

For the services below, the study has workload data for 2003-2023 by CARES
Implementation Category. For each Business Plan Option, Team PwC realigns capacity to
meet those needs in an appropriate setting. This may be a reduction, expansion and or a
change in the location of services, or operating responsibility from VA to a contractual or
joint-venture relationship. Team PwC is to demonstrate how the planned capacity and
array of services as described in each Business Plan Option are adequately served.
Specifically, how do the BPOs meet CARES Implementation Category workload
requirements?

Ambnulatory Care Services: Primary and Specialty Care

The Business Plan Option must demonstrate the appropriate capacity to meet the
forecasted need for ambulatory service visits and procedures.

Acute Inpatient Care: Medicine/Surgery/Observation

The Business Plan Option must demonstrate the appropriate capacity to meet the
forecasted need for acute inpatient care (beds).

Special Needs Programs: Spinal Cord Injury, Blind Rehabilitation Center,
Residential Rehabilitation and Domiciliary Care, Seriously Meutally Il

The Business Plan Option must provide for a full continuum and array of care for special
disability program patients. It must demonstrate sensitivity to the special needs of this
group of veterans.

APPENDICES - 197109 PROPRIETARY AND CONFIDENTIAL

CHAPTER 2 — DECISION SUPPORT AND
BUSINESS PLANNING Q 5/ —~ /2-3



TEAM PwWC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

Inpatient Extended Care/Nursing Home Care/Domiciliary Beds

The Business Plan Option must deroonstrate the appropriate capacity to meet the
forecasted need for these inpatient services (beds).

Mental Health Inpatient Services

The Business Plan Option must demonstrate the appropriate capacity to meet the
forecasted need for Mental Health Inpatient Care.

Mental Health Outpatient Services

The Business Plan Option must demonstrate the appropriate capacity to meet the
forecasted need (provided by VACO) for Mental Health Outpatient Care.

Owverall

The Business Plan Option must meet the demand for healtheare services at the Study Site
for each CIC in all years between 2003 and 2033. Shortfalls in service capacity are to be
filled by redeployment to altemative VA locations or by contracting with suitable
community healthcare providers. This measure is used to highlight any occurrences in a
BPO where such gaps in service capacity cannot readily be filled or to identify where the
options to fill the gap are potentially less than absolutely certain.

A.3 Results in a modernized, safe and secure healthcare delivery
environment

Health Care Services to Veterans, Visitors and Staff shal] be provided in modernized, safe
and secure healthcare delivery environment.

Each Business Plan Option must ensure that all services it encompasses, including research,
are delivered in safe and appropriate facilities to assure patient, visitor and staff safety,
regardless of whether they are provided in 2 VA or non-VA owned and operated
environment as measured by:

= Layout: viability of praposed physical layout

=  Enough space: Adequate quantity of space for clinical inventory

= Adjacency: location of service with respect to other services to which it is fanctionally
related

" Code: compliance with auditing/review bodies such as JCAHO, NFPA Life Safety
Code or CAP

= Accessibility: Compliance with handicap accessibility standards (ADA, UFAS)

= Privacy: complance with patient povacy standards

¢  Major building system condition

*  Coundition of major medical equipment This will not used by Team PwC, unless
already documented by the VA. Team PwC will dialogue with VA Team Leader 1o
document any substantive issues.

»  Security BPO's will be considered against the VA’s new security requirements

* Compliance is Determined based on data in the VA’s space and functional surveys and

facility condition surveys and critical values of scores. (1.e.: if there are low scores (1°s or
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F’s for portions of space, this should be addressed, not just the average scores. Team
PwC’s capital plan (and associated cost estimate) assumes that the VA would invest in
rectifying all such deficiencies such that all space would receive scores of 4.0 or better and
investments would occur as soon as practicable, particularly for safety, seismic and
security.

For each service identified as a realignmment gap, show the following information from the
Space and Functional Survey and the Facility Condition Assessment:

= Current and proposed square footage on all space proposed to be utilized in the
Business Plan Option. Address each critical value and provide a summary of the space
layout utilized and proposed.

n  The costs associated with achieving a modemized, safe healthcare delivery
environment are included in the life-cycle costing.

B. Healthcare Quality as Measured by Access
B.1 Primary Care Services

Demonstrate how the Business Plan Option impacts the percentage of the patients meeting
access guidelines by describing the current percentage and the expected percentage of
patients meeting this guideline.

This shall be measured using VA's Access Tool.

B.2 Inpatient Hospital Services

Demonstrate how the Business Plan Option impacts the percentage of the patients meeting
access guidelines by describing the current percentage and the expected percentage of
patients meeting this guideline.

This shall be measured using VA's Access Tool,

B.3 Tertiary Care

Demonstrate how the Business Plan Option impacts the percentage of the patients meeting
access guidelines by describing the current percentage and the expected percentage of
patients meeting this guideline.

This shall be measured using VA's Access Tool.

C. Use of VA resources
C.1 Cost Effective Physical and Operational Configuration

Cost Effective Physical and Operational Configuration is to be measured by the Net
Present Life Cycle Cost of the Business Plan Option utilizing Team PwC’s financial
analysis tools. In addition, attention is to be drawn to the following 2 sub-factors:

30-year Life Cycle Cost Effectiveness Analysis

Quantify the 30-year life cycle cost of the Business Plan Option, including all Operating
and Capital costs and the revenue generated from Re-use in Nominal and Present Value
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dollars using the Team PwC Financial Analysis. Compare this life cycle cost to the life
cycle cost of the Baseline Business Plan Option. This will provide the cost savings over 30
years.

Identify expected recurring and one-off Savings

Utilizing the Team PwC Financial Analysis, quantify the expected recurring and one-time
savings in 2003 dollars from each Business Plan Option compared to the Baseline Business
Plan Option. Attach the output from the Team PwC Financial Analysis tool that analyzes
these cost savings. '

C.2 Level of Investment Required

Measured by the total level of investment required by the VA in each year for each
Business Plan Option. This factor is included recognizing that whilst a BPO may provide
significant life cycle savings or enhanced services, the option may require the use of scarce
investment dollars (capital budget) and the VA may achieve a better overall portfolio
benefits is a sub-optimal BPO, which requires lower up front investment is implemented
rather than the higher cost optimal solution. For this factor BPOs requiring high levels of
investment would be considered less attractive compared those requiring less initial
investment.

A measure that may be used is the ratio of the Net Present Life Cycle Cost savings of the
Business Plan Option compared to the Baseline Business Plan Option divided by the Level
Capital Investment required from the VA for the BPO over and above the investment
required for the Baseline BPO. However, this measure has difficulties if alternative BPOs
either require lower investment than the Baseline BPO or they result in a higher Net
Present Life Cycle Cost than the Baseline BPO. Use of such ratios and the other ratios —
like payback, return on investment or internal rate of retumn - will be determined on a Study
Site by Study Site basis.

C.3 Maximizes reuse patential of VA owned sites

Since the re-use of vacant or surplus land and buildings is driven by the VA’s objectives to
improve its overal] cost effectiveness, the costs and revenues associated with re-use are
included in the life-cycle cost analysis for each Business Plan Option.

This criterion has been included in the assessment to ensure that VA objectives are for
re-use are appropriately considered and visibility in the assessment. For each BPO study
teams are to:
* Quantify the square footage utilized for each VA owned property, and the change
proposed in the Business Plan Option in that utilization.
= Quantify the acreage of land utilized for each VA owned property, and the change
proposed in the Business Plan Option in that utilization.
= Describe and quantify how the Business Plan Option will reduce (or optimize)
vacant space and land 1o include a discussion of how the change will take place
(Enhanced Use Lease, demolition, improved utilization, etc.)
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* Note how the Enhanced Use Leasing program will be utilized to reduce the amount
of underutilized space identified in the Business Plan Option and/or any
unnecessary space created as result of the Business Plan Option.

* Note any impact on any known historical structures.

D Ease of Implementation
D.1 Ability to provide uninterrupted care

Refer to Continuity of Care findings in Healthcare Study. Describe the impact of the
implementation of each Business Plan Option could have on the ability for the VA to
provide uninterrupted care to its enrollees. Business Plan Options are to be designed to
minimize the risk of interuptions to care. Where the risk of an interruption to care is
material, the BPO is to include arrangements for either the enroliees to temporarily access
alternative healthcare providers or VA healthcare to be provided out off temporary
facilities,

D.2 Riskiness of implementing the BPO
Transition and Implementation Issues and Risks

Summarize the results of the initial implementation planning and risk analysis.

Describe the relative ease and certainty of Business Plan Options compared to the Baseline
BPO. Refer to the Team PwC Implementation Planning and Risk Analysis methodology
for a more detailed description.

Risk Analysis

Risk is an inherent part of any capital investment. However, project risk can be reduced or
eliminated by identifying consequences that can negatively impact a project’s success. In
this case, risk can be analyzed in eleven components. Proposals seeking full funding are
required to complete the risk template. Proposals seeking planning funds are not required
to complete the risk template, but must address each risk in a narrative form.

1. Schedule 2. Initial Costs

3. Life Cycle Costs 4. Technical Obsolescence

5. Feasibibty 6. Reliability of Systems

7. Dependencies and Interoperabilities 8. Surety (Asset Protection)

0. Risk of Creating a Monopoly 10. Capability of Agency to Manage the Project

11. Overall Risk of Project Failure

* Identifies and analyzes all of the potential risk components associated with the
initiatives, with supporting data and calculations

* Identifies the responsible party

= Utilize the Team PwC risk score template

* Identification of specific risks within each risk category;

* Realistic scoring of the impact and likelihood for each risk.
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E Support of other Missions of VA:

The degree to which BPOs support other missions (a, b and ¢ below) of the VA will be
determined through discussion with the VA Headquarters CARES team and appropriate
VISN Directors or their designees.

E.1 Maximizing Program or Service Sharing Arrangements with the
Department of Defense

*  Qulpatient Services
Describe how the Business Plan Option would impact the sharing of resources with
DoD with respect to Outpatient Care.

= Inpatient Services
Describe how the Business Plan Option would impact the sharing of resources with
DoD with respect to Inpatient Care.

*  Special Disability Care
Describe how the Business Plan Cption would impact the sharing of resources with
DoD with respect to Special Disability Care,

v Extended Care Services
Describe how the Business Plan Option would impact the sharing of resources with
DoD with respect to Extended Care.

»  Mental Health Services
Describe how the Business Plan Option would impact the sharing of resources with
DoD with respect to Mental Health Care.

E.2 Maximizing Ope-VA- Integration

Describe how the Business Plan Option would enbance One-V A opportunities and
integrations with VBA and National Cemetery Administration.

Describe how the Business Plan Option would facilitate continuing existing One-VA
co-locations and/or establishing new ones.

E.3 Special Considerations
Department of Defense Contingency Planning

Describe the strategy the VISN could use to meet a realistic estimate of demands by DoD
contingency needs.

Homeland Security

Describe how the Business Plan Option would impact on any known Homeland Security
needs.

Emergency Preparedness

Describe how the Business Plan Option would impact on the emergency need projections
provided by VA’s Emergency Management Strategic Health Group.
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F Impact on Stakeholders
F.1 Impact on VA Human Resources

Refer to findings from Healthcare Study HR analysis. Characterize and if feasible quantify
the potential impact of the Business Plan Option on staffing (current and projected # of
FTEE, significant increases or decreases, minimal impact, quantify the cost of and
redundancies and/or retraining and include these in the Financial Analysis as appropriate
for each Business Plan Option).

Describe the strategy the VISN could use to reduce the potential impact of staffing changes
on current staff, minimizing the downsizing and relocation problems. Look carefully at
documentation related to re-training.

F.2 Impact on VA Research

Research Programs and Services

Describe how the Business Plan Option impacts the opportunities for Research Programs.
Include a description of impact on neighboring facilities/aftiliates and VISNs. Refer to
Research & Education Analysis in Healthcare Study.

Research Space and Funding

Quantify the changes in Research space due to the changes in programs and services.
Describe how the Business Plan Option impacts opportunities for Research funding. Refer
to Research & Education Analysis in Healthcare Study.

Research Impact Strategy

Descnibe the strategy the VISN could use to minimize any potential negative impact on the
Research programs. Refer to Research & Education Analysis in Healthcare Study.

F.3 Impact on VA Education / Academic Affiliations
Education Programs and Services

Describe how the Business Plan Option impacts the opportunities for clinical education
programs include description of impact on neighboring facilities and VISNs. Include a
description of impact on neighboring facilities/affiliates and VISNs. Refer to Research &
Education Analysis in Healthcare Study.

Education Strategy

Describe the strategy the VISN could use to minimize any potential negative impact on the
Academic Affiliations/clinical education. Refer to Research & Education Analysis in
Healthcare Study.

F.4 Impact on Local Communities

Refer to Community Tmpact Analysis in the Healthcare Study. Characterize and quantify
the potential impact of the Business Plan Option on community healthcare delivery
systems, other VA affiliated organizations, and the private sector (current and projected
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contracted care) and, using the Indicative Economic Impact assessment method described
in Financial and Economic Analysis, the potential impact on the community economy
(projected gain or loss due to projected staffing changes).

Describe the strategy the VISN could use to minimize any potential negative impact on the
communiity healthcare delivery systems and economy.

G Addressing stakeholder concerns and reactions

Provide a summary of comments from the Local Advisory Panel
(full testimony/reports/etc to be provided as an appendix). Provide and summarize any
Stakeholder reactions submitted (full testimony to be retained as public record).

Provide an overview of how Stakeholders’ key concerns related to the Business Plan
Options developed and assessed in accordance with Teamn PwC’s Statement of Work have
been congidered in the Business Plan Option development process.

Organize the reactions from the following groups and the ability of each BPO to address
these concerns: VSO/Veterans; VA Staff; VA Clinicians; Community Health System;
Affiliated Academic/research organizations; and Local Community/Neighbors.
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Appendix 2.B — Example Stage I presentation/report outline
The following provides an initial outline for the'Second presentation to the Local Advisory
Panel and the Stage I report to the VA.

Introduction (Statement of Work / Secretary's Decision)

Purpose of this presentation

Overview of Health Care Demand and Trends |
Provide a brief summary of current healthcare
workload and the trends from the workload analysis.

The BASELINE (provision as today but with the §
future demand applied)

* Curent Healthcare Provision (CICs, Workload and

Ipventory) . o
= Tacilities and services offered (map) o i
* The size of current gap or surplus in health care 7 /

provision "\ 1
= Access: share of enrollees meeting/not meeting access ’ /

guidelines 2 o

* 2003 annual Cost of Care: f |

$100m total expenditures
$80m on health care
$20m on facilities (20%)

»  Summary of current and forecast investment
requirerments based on no change to location
(investment to accomplish only ‘the things that
need fixing’); sustain current clinical inventory
modified only for changes in workload

*  Sumunary of current surplus / vacant space

Describe likely impact of long term healthcare
trends on current health care provision

» Describe the impact of Jong-term healthcare trends have on current health care
provision solution and the results the forecast decline in X VA would have surplus
clinical capacity at each site (such as number of available beds)

* Jmpact on key performance indicators critical to these decisions (e.g. Rural Access
Guidelines met or not, healthcare thresholds exceeded or not)

* The size of VA-projected gap or surplus in healthcare provision at 2013 and 2023

* Access: changes to the proportion of enrollees meeting access standard
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= VA isbound to optimize the use of its resources and therefore without any realignment
of services the VA would alter (most likely down-size/consolidate by CIC) at each
treatment facility to meet the declining population. However, without significant
investment in realignment/new facilities (each of which is a Business Plan Option) the
operational effectiveness and long-term cost effectiveness of the facility will reduce
over time with a declining served population.

» Indications of the annual Cost of Care impact at 2013 and 2023

$80m total expenditures
$60m on healthcare
$20m on facilities (25%)

»  TImpact on VA staffing

» Changes in occupied / unoccupied space by category

* The minimum Investment to ensure the Baseline solution provides a modernized
(within existing layouts), safe healthcare delivery environment within existing
facilities

= Potential re-use considerations

Alternative Business Plan Options

There are a mumber of planning solutions that the VA could use to address the
consequences of the forecast changes in healthcare demand and location patterns.
Provide a brief overview and assessment of the broad range of potential alternative
Business Plan Options comparing each to the Baseline (or do minimum Business Plan
Option):

The following summary Business Plan Option outline is to be completed for EACH
BUSINESS PLAN OPTION and included as an appendix with a summary in the

presentation:

Healthcare provision rationale for Business Plan
Option — Consider documenting workload and/or
enrollee changes and their impact; VA may consider
locating 2 new out patient treatment facility closer to
veterans in X location to ensure access levels are at least
maintained).

Concept of operation — With the exception of
efficiencies to be gained in new or consolidated services,
it is assumed that there will be no change in current
working practices as a result of implementing a CARES
Business Plan Option. Thus, without either one of these
factors, we are to assume current operational practices

and the associated staffing models are maintained into :"-\___._/’"’"
the future.
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Business Plan Option description — key elements:

2 New CBOC (D) provided within zip codes 22203/22204

» Realign hospital A to create new inpatient facility and seek re-use of vacated buildings
and land

= et ...

Implementation considerations:

»  Site would need to be secured in 22203/22204, lots of land available. Work load would
migrate once new CBOC (D) completed

* Realignment of VAMC A, including the creation of a new consolidated inpatient
facility

= Consequence some of the outpatient work at A2 would migrate to D leaving surplus
land &nd buildings at A2, that could be re-utilized

*  Surplus land/buildings at A2 has high re-use potential that could be used to offset cost
of investment

* Identify key risks and uncertainties

Assessment (Based on the assessment process set out in Section 2.)

Dmpact on Health care quality

Significantly As a result of reducing f(ootprint on VAMC A and the creation of a new inpatient
Betier facility overall quality of care has the potential to increase at VAMC A

The location of a new CBOC at D offers some marginal improvement in guality as a
result of improved access.

Impact on Health care access

Significantly Locating 2 CBOC (D) within zip codes 22203/22204 addresses long standing primary
Better for Primary  care accesses concerns from the Veteran community D and improves the % of VA
care enrollees with access to primary care within the guidelines from xx% to yy%.

No impact on No general impact, but improved site layout and access to parking should improve
Acute Hospital ingress and egress for disabled veterans

Care

Results in a cost effective physical and operational configuration of VA resounrces

Significantly As a result of reducing footprint on VAMC A and the creation of a new inpatient
Better facility overall adjacencies and operating configuration of inpatient services at
VAMC A would be greatly improved

Operating cost effectiveness (based on results of initial health care/operating costing)

As aresult of reducing footprint on site A and the re-use of A2, the Business Plan Option has the
ANAA  potential to provide significant recurring operating cost savings compared to the Baseline, even
afier taking account of the creation of a new CBOC at Site D.
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Level of expenditure anticipated (based on results of initial capital planpning ¢osting)

Modest investment required to implement the project easly in the implementation relative to the
baseline in both:
realigning VAMC A and creating a new inpatient facility

L2 2
securing space for and establisiing a new CBOC (D) provided within zip codes

22203/22204

Leve) of re-uge proceeds relative to Baseline (based on results of initial re-use study)

AR Reduction in footprint at A and associated realignment provides a sizable parcel of land that
could be utilized for rense and as such provides potentially higher level of re-use proceeds
compared to Baseline, Whilst this maximizes the reuse potential of the size, the poiential level
of these proceeds are likely to be less than 25% of the investment required to realign VAMC A.

Overall Cost effectiveness (based on initial NPV calculations)

ML Results of initial financial apalysis indicate that this Business Plan Option offers a lower Net
Present Cost relative to the baseline.

Cost avoidance (based on comparison to Baseline)

A Implementation of Business Plan Option A and the investment in a new facility would allow the
VA to avoid being required to re-build A2 in 8-12 years and invest in increasing nncertain levels
of life-cycle maintenance in the interim

Cousideration of Transition and Implementation Issues and Risks
(“Ease of implementation™) Summarize key risks and issues that may adversely impact

implementation
High Existing medical space suitable for a CBOC is scarce in 22203/22204 apnd land values are high,
nsk Cost impact of securing suitable space for a CBOC has been factored into the investment

required. However, lack of current availability may adversely impact the schedule

Medium  Location of a CBOC at D, allows reduction in footpnint at VAMC A, adjacent to current
risk inpatient services, such space may be required as swing space during the redevelopment Any
delay to the funding of CBOC D would adversely impact the redevelopment.

Medium The VAMC Campus A has significant available land for the location of a new inpatient facility.
risk However, no surveys are available of this land and this site has had a history of ground
conditions problems. Cost estimate includes an allowance for some adverse ground conditions

Issue Circulation on VAMC Campus A and current inpatient activities may be adversely impacted
during the building of the new inpatient center. More detailed planning wilt be required before a
determination ¢an be made.
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Local Advisory Panel perception of stakeholder concerns / Summary of stakeholder
reaction/concerns

Provide a structured summary of feedback received from the Local Advisory Panel and
stakeholder reaction/concems

Area Reaction

Access Significant support from Veterans and VSOs for the location of a CBOC at in 22203/22204

Access Some concerns voiced about the impact the building of a new facility on VAMC A would
have on access to inpatient facilities during the building program

Access Concems expressed that this Business Plan Option did not adequately address access to

special care at VAMC C and concerns that inpatient services may be relocated at some future
time from both B and C to the new center in A

Provide a summary of any other pros and cons with this Business Plan Option.

Pros Overall this Business Plan Option appears to offer significant improvemeant in outpatient
access in the D area and significantly improved operational effectiveness of inpatient services
at VAMC A,

The Business Plan Option offers the longer term potential for consolidation of all
inpatient services in the Study area to A, therein aliowing the VA to further reduce levels of
activity at the increasingly scarcely used inpatient facilities in B and C, both of which would
fall below threshold levels within 10 years. Trangition plans can accommodate current and

) forecast inpatient levels of inpatient work load at B and C
Cons Business Plan Option requires early investment in both the CBOC and new inpatient
facility.

The linkage of these investments is a significant risk that will need to be managed

The Business Plan Option does not address special care needs at C

Sugsestion Team PwC suggests this Business Plan Option is considered together with a subsequent
larger consolidation of inpatient facilities within 10 years reflecting forecast continued decline
in the levels of inpatient work load at B and C

Overall assessment

Overall “Attractiveness” of the Business Plan Option Compared to the Baseline

Team PwC considers that this Business Plan Option i3 likely to offer a solution that at least
maipntaing quality and access compared o the baseline whilst appearing more cost effective than

AR the baseline and as such is considered “aftractive” and worthy of further study, together with a
subsequent larper consolidation of inpatient facilities within 10 years reflecting forecast
continued decline in the levels of inpatient work load at B and C

Such an outline is completed for all Business Plan Options and summanzed in a table
similar to the foliowing:
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ESESTEL LR SR OJIT RS e S n oo R GEaT SIS R B VO e e R U LR
Realign within Realign within New Build
, e e site, disposing of  Hospital on Contract for inpatient
Brief description existing . . [ete. ]
footprint surplus. Location ~ current site and  care, new CBOC
of new CBOC new CBOCs
. Significant
Impact on Health Care Quality No change No change improvement No change
Mﬁwﬂoﬂb Health Care Quality — Functional No change Improves MMW: MMMM:% Improves significantly
Tmpact on Health Primary Care No change Jmproves Improves Improves significantly
care access Inpatient Hospital Care No change Nao change No change Improves significantly
Wowﬁﬂm in 3 modernized, safe health care delivery  Will worsen Improves T.:E.daﬁm Improves significantly
environment over time significantly )
Results in a cost effective physical snd operational configuration of VA resources (using symbols)
Investmentrequired W% W ey MY
_Adverse Operating costs impact ___~ """ N e e e o)
_Potential Recuming costsavings . . SR, v o1 U, oL U UUUUSS
.Cost avoidance opportunities . (50 N SO, v L +JONUUUUR, s L SO USSR
.Potential reuse revenues, . ks NSRRI, i ol VST, A e,
Overall Cost Effectiveness Impact M A AN PANA
Maximizes reuse potential of VA owned sites No change
Transition and Implementation Issues and Risks Medium Low Low High
Impact ou VA Human Impact Declining Declining Declining Al] care contracted
Resources A o workforce workforce workforce .
Potential Mitigation none none none Transfer 10 community
VA Rescarch & Impact Declines Declines Declines Elimipated
Education Potential Mitigation ~ none noune None Transfer to community
Short term Short term Greatly improves
Impact on Local Communities Declining positive impact posifive impact  viability of comumunity
then declining then declining health system
Stakeholder concerns Adverse In favor Strong support Strongly adverse
Overall evaluation - AAPA N A
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Appendix 2.C — Decision Support Application
Introduction

Team PwC has built an application in Microsoft Excel to support the Stage I option
scoring and ranking process for the VA CARES Business Case Studies. This Appendix
provides an overview of the Team PwC Decision Support Application, with typical inputs,
angd outputs to provide a guide to using the application.

Overview of the Application

AHP (Analytical Hierarchy
Process) is a method for making
decisions when there are several
objectives (or criteria). The key is
making pairwise comparisons. The
Team PwC VA CARES Decision
Support application automates the

PRICEAVATERHOUSE(COPERS
VA CARES Buslness Planming Studies
Comparing Businoss Planning Options with AHP

AHP method for comparing
Business Plan Options (BPO) based
on several criteria.

The VA has specified and
determined the relative importance
of the cniteria.

ARP (Analytical Hisraxehy Procsss) is & matnod for maxang dacisions whan there ers several
objactives (Or esiteria), The key is maXing peirwish comparisans, This applicslion sutomates tha
AP mathod for companing Business Planning Oplions (BPO) based on goveral criteia. The VA

hes specified and dotermined the relativa imposancs of the catesla This applicelion can be ussd Lo
compere up 10 6 BFOs.

Teun PwC inpuls the BPOs to b8 compared. Thea, for sach criterion, the Team PwC sconng pansl
meKes pairwise Compansons botwnen o sesiss of pairs of Bukinsss Plan Oplions 16 specly how thay
sale rolelive 10 vach other on that critesion. Afler Lhoso painwisa compansons are cemplaled the
applicetion produces arep or which geis oul W relative weights of the crlana used, the scozes far
o BPO on each critorion, tha \ola) 660res for 88ch BPO, end consistency measures for soch
pelwags compareon matrs Thig epplicalign a0 provides a chad (hal shows the total scorss for

Figure A.2.3.1 shows a sereen shot Srudy Sleo:
of the cover page of the Team PwC

.. . . Staga/Purpeser I |
decision support application. s
This application can be used to
compare up to 6 of BPOs at a single | paw Wednzaday, March 09, 2005
site/collection of sites. Optlans i bo compared:
Team PwC inputs names for each of ; 52;':“;9::“[
the BPOs to be compared, Then, for 3 Asemivs Opiian2 - s
each analytic element, a Team PwC ¢ lamaiveOgiees
scoring panel makes pairwise 5 . iAbemsiveOpiens _
comparisons between a series of 6 iAhemeuvsOpions

pairs of Business Plan Options to
specify how they rate relative to each
other on that criterion.

FIGURE A.2.3.1
Title page of the Team PwC Decislon Support Application

After these pairwise comparisons are

completed the application produces a report which sets out the relative weights of the
criteria used, the scores for the BPO on each cnterion, the total scores for each BPO, and
consistency measures for each pairwise comparison matrix. The application also provides
a chart that shows the total scores for each of the BPOs analyzed.
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Setting the weights for the Criteria

As indicated in Figure A2.3.2 i}
the application uses a series PRICEWATERHOUSE(COPERS

. VA CARES Busmess Planning Studies
Of deﬁﬂed an ary and Conmsaning Businpss Fiannag Cptions with AHP

Secondary Cnterla m@:&:&ﬁw J0 YESY THE MODE(, NATWINALLY CEFINED WEIDHTS Wil L OF UCEQ JOR THE L¥31S

{ 1 d carers | Eoauia gl Py el
These Critena an e Lo T —
supporting defimtions, a =

shown in Appendix 2.A.

Their relative weightings are
Coat Efiibe PEal @l ond Confignir el Prsvod 16 Gl G

to be provided to Team PwC
by the VA’s ‘CARES team, |- i
These weightings are to be [eslmbemssn,. . .
used for all Study Sites.

ez of BPO brpkvaninion

Values for  weightings
indicated in Figure A2.3.2
are notional and used to
prove the application.

As indicated by Figure
A.2.3.3, Team PwC'’s e
application allows for s

Coamunlyeigbors

pairwise comparison between FIGURE A.2.3.2
Primary and Secondary Discriminating Criteria Weightings
Discriminating Criteria

respectively, which enables the relative cnteria weightings to be generated.

The user makes pairwise comparisons between specified crteria in order to specify the
relative importance of the various criteria to the VA. AHP then calculates "weights” for the
eriteria.

The application also calculates the Relative
Cousistency Indexes (CIRI) of the
pairwise comparisons among criteria.

FIGURE A.2.3.3
Example of pair wise comparison of Criteria

Inputting the names of the BPOs to be
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considered
The user inputs the names of the BPOs to be considered on the Title sheet.
Completing pairwise comparisons

Overview
The model allows two levels of assessment:

*  Comparing BPOs using only the 7 primary criteria
* Comparing BPOs using the 23 secondary criteria, the results of which are used to
generate combined scores for the primary critena.

High level analysis — using only Primary Criteria (Stage I)

The user clicks on the Run High
Level Application button on the
Explanation worksheet and then
inputs the results of Team PwC
scoring panel’s pairwise comparisons
for each Primary Criteria for the
series of pairs of Business Plan
Options to specify how they rate
relative to each other on that criterion
using the Scoring forms similar to
those presented in Figure A.2.3.4 that
appear automatically.

With 6 BPOs and 7 Primary Criteria,
this should involve 105 pairwise
comparisons,

After these pairwise comparisons are
completed the application produces a
report which sets out the relative
weights of the criteria used, the scores
for the BPO on each crterion, the
total scores for each BPO, and
consistency measures for each
pairwise comparison matrix.

The application also provides a chart
that shows the total scores for each of

the BPOs analyzed. FIGURE A.23.4
Examples of Pairwise Comparisons
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More devailed analysis — Primary and Secondary Criteria (STAGE II)

An alternative and more robust approach is to complete scores utilizing secondary critena
ot a combination of primary and secondary criteria.

The user completes the detailed option scoring sheet, an example of which is shown in
Figure A.2.3.5.

PRICENATERHOUSE(COPERS FIGURE A.2.3.5
VA CARES Business Plaming Studies Extract of Detailed Scoring Sheet
Comparing Business Plarming Options with AHP
BPO Scoring Sheat

l:ampulson af B Dpuons on a palr wize basis involves 16 palr oomlukons fol each Crieeria
A ES l
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Generating outputs

After these pairwise comparisons are completed the application produces a report which
sets out the relative weights of the criteria used, the scores for the BPO on each criterion,
the total scores for each BPO, and consistency measures for each pairwise comparison
matrix. The application also provides a chart that shows the total scores for each of the

BPOs analyzed.

Figure A.2.3.6 provides an example of the graphical output from the analysis.

21.7%

Total Scores for BPOs FIGURE A.2.3.6

Example of Graphical report

17.2%
15.7% 16.0%
14.7% 14.6%
Basellne Optlan  Alternative Alternative Altecnative Alternative Alternative
Option 1 Option 2 Option 3 Option 4 Option 5
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Figure A.2.3.7 provides an example of a report of a detailed assessment.

PRICEWATERHOUSEH(GOPERS (@ FIGURE A.2.3.7
V& CARES Business Planning Studies :
Comparning Busincss Planning Opnoans with AHP HXNEm‘Hm of annﬂ_.—ﬁnm WG—uoHH
Rcsults from AP

NATIONAL WEIGHTS +« SCORES INCLUDED TGO TEST THE MODEL. MATIGNALLY DEFWWED VEHTE VIiLL, B USED FOR THE ANALYELE
Sooves for BPO oa uartous criterls

Welghts For Baxnline | Alernakfec Alvernatiee ARcrnaive : Aliernetive _ Aterrnative
Criteria Opuon : Dpelon 1 Opaton 2 Opthon I Optiona : OQpikon K

Criceria

.. Healthcare Quality |
L Quatyof Medio sl Sengner.
L NernaNavdlme s asel.
ired 5hle birakhd vre Oeliven Eavleomtmmt

T T T N e

... E2ze ol Unojonemation, | [PV
D.w_:.‘ © provide :i’.»&w?.‘-»ﬂﬂ 0(01. .
Fickinees of BRO Implementation

T Speclat Conzla :L...._oaa:}:
_: )hﬁd\kﬁ.‘n Mao-wfoﬂﬁ concemns

Ovexnll RPQ scores (Mort score highlighuad)
RANK

In this application, options are ranked highest to lowest based on their overall scores. As shown in Figure A.2.3.7, the Application
calculates this ranking and highlights the top 3 BPOs. In this case Alternative Option 1 would be the preferred option, since it has the
highest overall score.
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Conducting Sensitivities

Criticisms of AHP approaches often are typically directed towards the weightings assigned to individual criteria, rather than the scores
used. The Application therefore includes functionality to test the sensitivity of the Ranking generated to the individual weights assigned
to Primary Criteria. Figure A.2.3.8 provides an example of the output from the Application from sensitivity tests of individual Primary
Weightings. As can be seen in this example calculations are made for each of the weightings at both twice their input level and at 0%, all
other weightings are adjusted proportionally so as to maintain a total 100% weight and the proportion between these weightings is kept
constant, The Application then presents the results and shows the impact on BPO Rankings calculated. In this case, it can be seen that if
the weighting assigned to Healthcare Quality is reduce3d to 0% then the Ranking changes matenally, with Altemative Option 4
becoming the preferred option, since it has the highest overall score. However, Altemative Option 1 remains the option with the highest
score for the sensitivity tests applied to other critenia.
FIGURE A.2.3.8 - Example of a sensifivity test

Conpmmng Business Flannmg Optians with AHP

Sensltlvitly Test on Weighting nf Comparison Critieris Standardized Sensitivity Matrlx

NOYIONAL VEIGHTS BICLUGED TU rEST SOCEL. NATO

Crimany |Sub~ t_wu.ﬁuo. (aﬁ”o. Healtheac Qually Healtheare Use of VA Ease of lapact of BP0 | AbSiy of BPO Addees sy

Critteda | Crivedta 3 Access MEOW TS hplepeatation | on Stadedolders | 1o Suppon YA Sxedoboidec
Cxbderi Crierla prop s oDOCP T

Senaeity nn..nﬁﬂ 2 200 3 ﬂxﬂ o 200 [ 200 ;m [

Health Quality - 3ex | oz | 262% 7%

Healtheare Mecers 208%, ] LB AL 8%

iise a$ VX roox [ W

Ease of Ly 2 05 04

Lmpazi o BEG on Stleholdon Rax 1 o

AbTNty of BPO & Sy VA prograss i) T

oot | Used
YA : VA
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Figure A.2.3.9 provides an example of the Graphical output from the Application from
sensitivity tests of individual Primary Weightings. Users should use these graphs to
identify intersection points on each measure at which the top line crosses the next line
down and read off the value on the X access. In this case Alternative 4 would become the
Top Ranked Option if the Weighting provided to Healthcare Quality were reduced to
~60% of its current value and all other weightings adjusted proportionally. Such a
significant change in weightings is unlikely to occur and therefore decision makers can
have high confidence in the Ranking.

These sensitivities are not designed to examine the validity of the weightings used in the
analysis, rather they are designed to examine the sensitivity of the Rankings to these
weightings and to help direct effort to further refining analyses where small changes in
weightings lead to a different top Ranked BPO being determined.

Sensitivity of Ranking to Healthcare Quality Weighting

35.00%
30.00%

25.00% =

3
20}00‘%, _l__ﬂ
15.00% ? = \
10.00% 3~
5.00%

000% . 4 T L T T T T T T
0% 100% 200%

National Weighting multiplied by %

Resulting total score for BP(

—e— Baseline Option —=— Altemative Option 1 Alternative Option 2
—x— Altemative Option 3 ~%— Altemative Option 4 --e&— Aliemative Option §

FIGURE A2.3.9
Graphical Output from sensitivity test
In this case Alternative 4 would become the Top Ranked Option if the Weighting provided
to Healthcare Quality were reduced to ~60% of its current value and all other weightings
adjusted proportionally, Such a significant change in weightings is unlikely to occur and
therefore decision makers can have high confidence in the Ranking
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Appendix 2.D — Stage 2 Assessment Qutputs

For each Study Site the Baseline Business Plan Option and at least one alternative Business
Plan Option are to be compared using the assessment criteria. As a result Team PwC
anticipates providing the following assessment outputs in both presentation and report
form.

Description:

* Baseline: Describe the existing situation and the Baseline Business Pfan Option.

=  Business Plan Option 1: Describe the proposed Altemative Business Plan Option
* Business Plan Option 2: Describe the proposed Alternative Business Plan Opiion
* Etc...

Healthcare Quality and Need:
HealthCare Quality

» Baseline: Describe the existing situation and the Baseline Business Plan Option.

* Business Plan Option 1: Describe the proposed Altemative Business Plan Option
* Business Plan Option 2: Describe the proposed Alternative Business Plan Option
» Etc...

HealthCare Need

(See assessment criteria for specific requireraents by type of service ~ Ambulatory, Acute
Inpatient, etc. Respond to appropriate criteria. Appropriate capacity is determined from
calculations of the number of projected enrollees plus an estimate of non-enrolled eligible
veterans. Projected patients/users are derived from these enrollment projections. Capacity
is based upon VA standards / private sector standards as described in the planning section
of the guide.)

= Baseline: Describe the existing situation and the Baseline Business Plan Option.

* Business Plan Option 1: Describe the proposed Alternative Business Plan Option
* Business Plan Option 2: Describe the proposed Altemative Business Plan Option
* FEte...

Results in a modernized, safe healthcare delivery environment

Healthcare Services to Veterans, Visitors and Staff in a Safe and Suitable Environment:
For the Baseline and each alternative Business Plan Option, summarize the impact on the
following —~ layout, adequacy of space, adjacencies, code compliance, accessibility,
privacy, and condition of major building systems or major equipment.

= Baseline: Describe the existing situation and the Baseline Business Plan Cption.

* Business Plan Option 1: Describe the proposed Alternative Business Plan Option
* Business Plan Option 2: Describe the proposed Altemative Business Plan Option
= Etc...
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Healtheare Quality as Measured by Access

Program (Primary or |,
Inpatient)

Base-line

Business Plan Option
1

Business Plan Option
2

Criteria (i.e. 30 minutes,
60 minutes, etc)

% of patients within
guidelines

% of patients within
guidelines

% of patients within
guidelines

Issues (describe any other
patticular access issues)

Summarize the impact (narrative) on access and travel times for each alternative:

* Baseline: Describe the existing situation and the Baseline Business Plan Option.

* Business Plan Option 1: Describe the proposed Alternative Business Plan Option
* Business Plan Option 2;: Describe the proposed Alternative Business Plan Option
= FEtc...

Making best use of VA resources
Cost Effective Physical and Operational Configuration / Net Present Life Cycle Cost
Cost effectiveness analysis and lifecycle costing

Summarize the results of the Cost Effectiveness analysis and the outputs from the 30 year
life-cycle costing

Alternative Business

Plan Option 1

Baseline  Business

Alternative Business ]
Plan Option i

Plan Option 2 i

Net Present Cost of
30-year life cycle
cost

Investment Required for Business Plan Options

= Baseline: Describe the existing situation and the Baseline Business Plan Option.

= Business Plan Option 1: Describe the proposed Alternative Business Plan Option
* Business Plan Option 2: Descnbe the proposed Alternative Business Plan Option
* Ete...

Expected Savings from Alternative Business Plan Options

= Business Plan Option 1: Describe any recurring or one off cost savings estimated for
the Altemative Business Plan Option 1

*  Business Plan Option 2: Describe any recurring or one off cost savings estimated for
the Alternative Business Plan Option 2

= Bte...
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Maximizes reuse potential of VA owned sites

Summary of real property required by the Business Plan Option

Baseline Business | Business Plan | Busincss Plan
Plan Option Onption 1 Option 2

SF utilized for Business Plan

Option

Land utilized for Business Plan

Option (acres)

Vacant space in SF
Vacant/surplus Jand (acres)

Enhanced Use Leasing Initiatives

* Baseline: Describe the existing situation and the Baseline Business Plan Option.
* Business Plan Option 1: Describe the alternative Business Plan Option

= Business Plan Option 2: Describe the Alternative Business Plan Option

= Fte...

Disposal Initiatives

* Baseline: Describe the existing situation and the Baseline Business Plan Option.
* Business Plan Option 1: Describe the proposed altemative Business Plan Option
* Business Plan Option 2: Describe the proposed altemative Business Plan Option
* Etc...

Other re-use Initiatives

» Baseline: Describe the existing situation and the Baseline Business Plan Option.
* Business Plan Option 1: Describe the proposed alternative Business Plan Option
» Business Plan Option 2: Describe the proposed alternative Business Plan Option
= Etc...

Provide a summary of the remaining underutilized real property:

Baseline Business Plan | Business Plan
Option | Option 2
Available vacant space in SF
Available vacant land in Acres
Assess impact of options:
Impact on VA Staff
Baseline Business Plan Option 1 | Business Plan Option 2
FTEE level
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Describe in narrative the impact on staffing for each alternative

* Baseline: Describe the existing sitnation and the Baseline Business Plan Option.

* Business Plan Option 1: Describe the proposed Alternative Business Plan Option
* Business Plan Option 2: Describe the proposed Alternative Business Plan Option
= Etc...

Impact on Research and Academic Affiliations
Research Programs and Services:

Describe how the Baseline and each alternative Business Plan Option majntains and
mpacts the opportunities for Research programs.

» Baseline: Describe the existing situation and the Baseline Business Plan Option.

* Business Plan Option 1: Describe the proposed Alternative Business Plan Option
* Business Plan Option 2: Describe the proposed Alternative Business Plan Option
* Ete...

Research space and funding

Baseline Business Plan | Business Plan
Option 1 Option 2
Research Space (SF)
Estimated Rescarch funding ($)

Academic Affiliations Programs and Services

Education Programs and Services:

Describe how each alternative maintains and impacts the opportunities for Education
programs.

* Baseline: Describe the existing situation and the Baseline Business Plan Option.

= Business Plan Option 1: Describe the proposed Altermative Business Plan Option
* Business Plan Option 2: Describe the proposed Alternative Business Plan Option
» Ete...

Baseline Business  Plan | Busigess Plan
Opton 1 Option 2

# of residents slots

Number and type of programs

VA Education Programs and Services

Describe how each alternative maintains and impacts the opportunities for Education
programs.

= Baseline: Describe the existing situation and the Baseline Business Plan Option.
= Business Plan Option 1: Describe the proposed Alternative Business Plan Option
= Business Plan Option 2: Describe the proposed Alternative Business Plan Option
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= Ete...
Impact on the Community Healthcare system and the Local Community

Describe in narrative the impact on community healthcare system and the Local
Community for each alternative:

* Baseline: Describe the existing situation and the Baseline Busimess Plan Option.

* Business Plan Option 1: Describe the proposed Altemative Business Plan Option
* Business Plan Option 2: Describe the proposed Altemative Business Plan Option
* Ete...

Support of other Missions of VA

Maximizing Program or Service Sharing Arrangements with the Department of
Defense

Describe in narrative the impact on maximizing the Program or Service Sharing
Arrangements with the Department of Defense.

= Baseline: Describe the existing situation and the Baseline Business Plan Option.

* Business Plan Option 1: Describe the proposed Alternative Business Plan Option
= Business Plan Option 2: Describe the proposed Altermnative Business Plan Option
* FEtc...

Maximizing One-VA-Integration:

Describe in narrative the impact on enhancing One-V A opportunities and integrations with
VBA, NCA and other VHA programs.

= Baseline: Describe the existing situation and the Baseline Business Plan Option.
Business Plan Option 1: Describe the proposed Altemative Business Plan Option
Business Plan Option 2: Describe the proposed Alternative Business Plan Option
= Etc...

Department of Defense Contingency Planning:

Describe in narrative the impact on meeting a realistic estimate of demands by DoD
contingency needs and those contingency needs provided by VA’s Emergency
Management Strategic Health Care Groups.

= Baseline: Describe the existing situation and the Baseline Business Plan Option,

*  Business Plan Option 1: Describe the proposed Altemative Business Plan Option
* Business Plan Option 2: Describe the proposed Altemative Business Plan Option
= Etc...
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Homeland Security

Describe how the Business Plan Options will impact on any known Homeland Security
needs.

» Baseline: Describe the existing situation and the Baseline Business Plan Option.

* Business Plan Option 1: Describe the proposed Alternative Business Plan Option
* Business Plan Option 2: Describe the proposed Alternative Business Plan Option
* Ete...

Emergency Preparedness

Describe how the Business Plan Option will impact on the emergency need projections
provided by VA’s Emergency Management Strategic Health Group.

= Baseline: Describe the existing situation and the Baseline Business Plan Optior.

* Business Plan Option 1: Describe the proposed Alternative Business Plan Option

* Business Plan Option 2: Describe the proposed Alternative Business Plan Option
* Ftc...

Stakeholder concerns and reactions

Provide a summary of comments from the Local Advisory Panel (full testimony/reports/etc
to be provided as an appendix)

Provide and analysis and summary of Stakeholder reactions (full testimony to be retained
as public record)

Provide an overview of how Stakeholders’ key concerns have been considered in the
Business Plan Option development process.

* Baseline: Describe the existing situation and the Baseline Business Plan Option.

*  Business Plan Option 1: Describe the proposed Alternative Business Plan Option
* Business Plan Option 2: Describe the proposed Alternative Business Plan Option
» Etc...
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Appendix 2.E — Likely contents of a draft business plan

EXECUTIVE SUMMARY
[. INTRODUCTION
2. DECISION MAKING PROCESS
A. Overall process: Assessment and Evaluation criteria Agreed
B. Consultation and approval process
C. Other Independent Reviews (if any)
3. SUPPLY OF HEALTHCARE SERVICES IN THE [SITE] BEALTHCARE SYSTEM
A. Service Delivery
B. Assessment of adequacy of current healthcare environment
C. Real Property Description (including Condition assessment and Environmental Factors)
D. Other Factors
4. DEMAND FOR HEALTHCARE SERVICES
5. DESCRIPTION OF SELECTED BUSINESS PLAN QPTIONS
A. The BPOs selected by the VA for Study in Stage {1 and reasons given for their selection
B. Detailed description of each BPO
C. Analysis of Short-listed Business Plan Options (description, costing, and quality scoring)

6. CAPITAL INVESTMENT REQUIREMENTS of Shortlisted Business Plan Options and
Analysis of Short-listed Business Plan Options (high level description and agsessment)

7. RE-USE OPPORTUNITIES
A. Reuse Planning considerations for BPOs
B, Analysis of Short-listed Business Plan Options
8. CONSIDERATION OF STAKEHOLDER ISSUES AND CONCERNS

Details of key stakeholder concemns and how the business plan options developed address these
concerns

9. SELECTION OF RECOMMENDED BUSINESS PLAN OPTION
A. Approach (Financial & Economic Analysis, Assessment)
B. Results of Assessment of Short-listed Business Plan Options and Ranking process
C. The Recommended Business Plan Option
D. Feedback received from FAC and key stakeholders
10. RECOMMENDED BUSINESS PLAN OPTION DETAILS
11. CONCLUSIONS and NEXT STEPS
APPENDICES
*  Healthcare Needs: Workload
*  Healthcare Needs: Clinical Inventory
= Detailed Business Plan Options Definitions and analyses:
*  Description of healthcare solution and assessments of health care impact, human
resource impact, research and education impact, safety and environment impact.
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*  Capital Plans, including detailed description of location and size of retained VHA
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»  (Capital Plans, including detaited description of location and size of retained VHA
facilities and facilities needed for the delivery of accessible, cost effective quality
care to veterans

*  Construction and lifecycle operating costs associated with transitions into or out of
existing or new/rehabilitated VA facilities and departmental level operating costs

= Re-use Plans, including
o Highest and Best use analyses, valuation and reuse plan
o Real Property Baseline Report
o Environmental Baseline Report

*  Transition and Implementation plans

=  Risk Analysis

*  Financial and economic analysis

*  Business Plan Option assessment evaluation

*  Supporting documentation from Stakeholders, Affiliated organizations and Local
Advisory Panels

» [if required] Record of the long list of Business Plan Options Considered in Stage I and
the reasons given for the VA’s selection of BPOs for study in Stage 1T
A.  Long list of Business Plan Options (high level description)
B. Results of Analysis of Long-listed Business Plan Options (high level costing and

quality scoring)

C. Business Plan Options Shortlisted
D. Feedback received from Local Advisory Panels and stakeholders

= Appropriate Documentation supporting Business Plan Option assessment
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APPENDIX 3.A — GOVERNMENT FURNISHED INFORMATION

The following Government Fumished Information (GFI), by Study Site, is required to
complete the Healthcare Delivery Studies:

Identified in SoW:

Final listing of CARES Implementation Categories

Market level 2003 — 2023 workload, sorted by station (VAMC) and sub station

Market level 2003 — 2023 workload for Special Needs Services

Proposed enhancements from CARES Report and Secretary’s Decision Document

Planned and existing Facility Enhancement Inventory (Facility Condition Assessments)

Current staffing (2003) to include number of FTEs per facility by job classification and

department

= Staffing costs for each job classification and department (2003 data that aligns with the
CIC data — will work with VA to create process)

»  Unit costs from DSS with mapping function to CIC

= Non-VA Care Unit Costs

Identified in Proposal:

» Guidelines for planning or relocating services
» Quality thresholds for key services

Identified in Conversations with VA:

»  Market level maps illustrating 2003 access (baseline) and for selected BPOs

= File by VISN which provides Urban, Suburban, and Rural drive-time data for Primary
Care, Specialty Ambulatory Care, Extended Care, and Hospital Care

= VA Access Tool and ArcView to determine the site’s performance to access standards

= Quality indicator data from the Office of Quality Performance care database — EEB, by
Study Site (access and VA assistance required and agyeed)

= NPDFC patient satisfaction data (access and VA assistance required and agreed)

= From each facility, information regarding professional and administrative recruitment and
retention programs, difficulties and job vacancies

» Information on employee seniority, years of service, severance, etc., as identified as a
need during Stage I1

» VA Human Resource policies and procedures regarding severance, early-out, ete.

Identified as a Requirement to Perform Methodology:

» Disaggregated workload by DSS stop codes
= Completed clinical inventory checklist by CIC
« Safety measures from VA’s National Center for Patient Safety
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Any relevant employment data available by market (e.g., unemployment rates, job
openings, shortages, etc.)

Necessary market specific data detailing relationships with community vendors, other
facilities, etc. that may be impacted by options

Promotional materials for research programs

Listing of residency and teaching programs

Number of Residents by specialty, number of medical and other students

Listing of research space use and assignments (basic science, clinical, and animal labs)
Listing of research studies

Formal affiliation agreement documents between VA and research and/or education
institutions, including supporting documentation such as space, headcount, expenditures,
etc.

Medical Education and Research program organizational chart(s)
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APPENDIX 3.B — INITIAL INTERVIEW QUESTIONS

During the initial site visits Team PwC will:

» Tour the site facilities to gain an overall appreciation for the campus;
v Meet with the VA Team Leader to discuss administrative matters;
» Interview, as appropriate to the site, one or more of the following persons:

The person responsible for Graduate Medical Education
The person responsible for research

The person responsible for healthcare operations

The local DSS person

The facility Director

O 0O0OO0O

During the interview(s) noted above, Team PwC will ask specific questions to:

» Clarify any data issues (such as noted in the discussion of each healthcare
methodoelogy element)

» Gain local input into issues which are specific to the unique characteristics of the site
and the enrollees it serves. Since each of the 18 total sites is unique in this regard, a
standardized questionnaire is not practical. Accordingly, prior to the site visit, we
will assemble a custom interview question list and submit it to the VA Team Leader
and COTR for approval. We expect the interview list to contain items like those in
the "Potential Questions” [ist below.

Potential Questions:

1.  What are the research and education missions for your VISN/facility and how
does your organization support these missions?

2. What are the major elements of your research or education program?

3.  What are the major affiliation/collaborative agreements for your institution (for
example with medical schools, other teaching programs, site management
organizations, etc) and which ones would be most affected by reorganization of
VA services (i.e,, relocation of inpatient, specialty or clinic services)? How
would these agreements be affected and how transferable are they?

4. What special populations do you serve that attract sponsors/grantors to offer
research opportunity and funding at your facility? Does tlus facility offer
innovative treatments (including access to clinical trials) that are not offered
elsewhere for veterans and do other VA sites access your institution for providing
such innovative care?

5. How much patient care is provided by residents, medical students, and students of
other health professions?
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10.

11.

12.

13.

14,

15.

16.

17.

What proportion of your staffis faculty at affiliate organizations?

What proportion of revenue for this institution is constituted by research funding
or education programs?

Have you any recent experience in re-locating, co-locating or moving services
within campus or off-campus?

a. What were some of the positive aspects from these “moves” that should be
incorporated in any future “roove”?

What were some of the pitfalls that must be avoided in future “moves™?

What are typical modes of transportation for the majority of your enrollees -
auto, public transportation, family, VA service, etc.? How night options impact
enrollees’ ability to utilize their current modes of transportation?

What is the average length of time it takes an enrollee to schedule an appointruent
(for the relevant CICs under study and available] at your facility? How do you
think this is better/the same/worse than other community facilities?

What cultural considerations must be considered in the options?

What are the local coramunity expectations of this VA as an employer, purchaser
of services, community presence, etc.?

What technology improvements/enhancements, if developed or incorporated at
this site, might improve services? For example, telemedicine, remote imaging,
etc.

Do complementary services exist within this VA site and/or VA service market
that could be enhanced with re-location or co-location to gain efficiencies and
economies of scale? For example, might recreation services offered in the
domiciliary be co-located or combined with similar services offered in the long-
term care facility?

Discuss any Jocal or regional market employment 1ssues that are impacting your
site. For example, nursing shortages, ability to recruit and cost of recruitment,
union issues, cost of living increases, commuting issues, etc.

Discuss features, systems and/or services at your site which you regard as being
unique and which you believe must be given consideration in any option
development
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APPENDIX 3.C — CLINICAL INVENTORY DATA COLLECTION TOOL
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APPENDIX 3.D — QUALITY OF CARE EVALUATION TOOL
Presentation and Validation Method

The following figures illustrate the components of the Quality of Care Evaluation Tool
designed to capture and present the performance scores collected during the two stages of
study. The tool is comprised of the following sections.

Quality of Care Study Assumptions

Quality of Care Measure— Stage I

Quality of Care Measure— Stage 11

Quality of Care Rating Tool — Stage |

Stage [ Findings — Commentary, Projected Impact and Improvements Needed by
Final BPO Selection(s)

Quality of Care Tool — Stage 11

» Stage II Findings - Commentary, Projected Impact and Improvements Needed by
Final BPO Selection

Team PwC will populate the Quality of Care Tool (Stage I and II) with VA and non-VA
performance data and scores for each BPO under review. The Stage 1 and II Findings
tabs will contain narrative data collected through various sources such as (1) associated
primary and secondary research, (ii) Team PwC evaluation commentary (concerns,
issues, questions) and (iii) study site stakeholder communications

Key steps in PwC’s validation process are to conduct at least two Quality of Care data
validation meetings with the VA OQP contact during the course of each Stage to review
findings at appropriate intervals.
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Quality of Care Study Tools and Assumptions

a) 2004 data will be used for this quality of care study.

b) The data supporting the measures to be used to evaluate quality impact by Business Plan Option (BPO)
must reflect sufficient data volume.

¢) The data supporting the measures to be used must be obtainable through VA for evaluating alt VA BPCs
and from publicly available sources for non-VA BPOs.

d) There may be an inherent difference in illness burden or case mix between VA populations and those
treated in non-VA clinical settings that may be evaluated during this study. By virtue of VA and noo-VA
limited availability of this risk adjustment capability, there will not be the ability in Stage { or I to
normalize this data for purposes of these impact analyses.

¢) There is insufficient quality data available for 2003 in the VA and/or the public domain for evaluating
the quality of certain services such as those provided in nursing homes, étc. which resulted in the quality of
care indicator focus in ambulatory, iopatient and behavioral health clinical seftings. In addition,
assumption will be made that relationship between 2003 data and 2023 is linear.

f) These measures are meant 1o provide the evaluation process with the ability to qualitatively evaluate the
impact (*no impact”, "negative impact" or “positive {mypact") when considering BPOs, A smaller set of
measures will be employed in Stage 1 where broad pumbers of BPOg are being cousidered and the goal is to
refine the number of viable options for more in-depth study in Stage II. Stage II measures are more
comprehensive ang designed to elicit greater granularity of findings and impacts among up to six BPOs.

g) Due 1o the fact that this evaluation is of a qualitative nature, scores by measure may be reported
psumerically or by non-pumeri¢ value (e.g., no impact, negative impact, positive impact).

Figure 3.D.1: Quality of Care Evaluation Assumptions
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Numeric/Non-Numeric Score Comments

R R

» Breast Cancer

+ Endocrinolog)

e I B

l
{+ Ambulatory

. Iniatient

Figure 3.D.2: Quality of Care Measures — Stage I Evaluation

Numeric/Non-Numeric Score Comments

+ Heart Failure

» Colorectal Cancer

- Endocrinolog

- Major Depressivo Disorder |

+ Ambulatory
« Inpatient

Figure 3.D.3: Quality of Care Measures — Stage Il Evaluation

Heart Failure | Ace VA,
| inhibitor for | Centers
i Jeft for !
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ventricular Medicare
dysfunction | and

as akey Mediceid
inpatient Services
measure CMS

Breast Cancer | Screening VA,
rates as a HEDIS
key
ambulatory
iadicator

Endocrinology | Full lipid VA,
profile in HEDIS
the post two

-

Major % of VA,

Depressive paticnts HEDIS

Disorder with a new
diagnosis of
depression -

- medication
c0veraie

Ambulatory VA,

Care Industry

Inpatient VA,

LTotul Score

Figure 3.D.4: Stage ! Quality of Care Rating Tool.

Figure 3.D.5: Stage I Findings -- Notations
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Stage 1T

Major
Depressive
Disorder

Heart Fallure Aceinhibitor for | VA, Ceniers
left venlricular for Medicare
dysfimction asa | and Medicaid
key inpatient Services
meAsure [CMS}

Acnte Coronary | Beta blocker VA, CMS

Syodrome preseaibed at
discharge

Cotorectat Screening rates VA, HEDIS

Cancer as akey
ambulatory
indicator

Endocrinology Full lipid profile | VA, HEBDIS
in the past two

% of patienls
with a new
diagnosis of
depression ~
medication

coverags

iears

VA, HEDIS

Ambulatory VA, Picker
Carc .
Inpatient Care VA, Picker

Figure 3.D.6: Stage Il Quality of Care Rating Tool
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Figure 3.D.7: Stage !l Findings -- Notations
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APPENDIX 3.E — ENHANCEMENT OF SERVICES RATING AND NOTATION
SYSTEM

The Enhancement of Services impact rating and notation system used to quantify and
describe the affect of quality and access to care on proposed enhancements is shown
below. The table is a draft of the proposed rating and notation system. The final rating
and notation system will be agreed with COTR during Stage 1.

The CARES Enhancement Inventory Template will be used to document all current and
planned enhancement strategies. Bach strategy will be identified by type of enhancement
and impact. An illustration for using the recommended enhancement of a new linear
accelerator would be recorded as follows:

Rating Category Impact
Enhancement Code New Equipment
Impact Improved access
Functional Area Outpatient/Ambulatory
* Service Line Oncology
CIC Category Radiology and Related Specialties
Continuity of Care Significant disruption of care, one month

CARES ENHANCEMENT INVENTORY

VISN:
Sita:

Dirsetions: Record your recommandsfions for scrvices below. Code the recommaondatifon vsing (he code key in this fife. Priotilize tho most important code first. You must choose
af least ong code for sach rating. If you nesd morg than three codes, én edd!

Onrnce Coalinuy ot
Yeur  Lonancement Fuathonal dsea L Caie Bugact CiC
Wlairit faulityr =) Sratetyy Planpcy Cotle bupact Code Code Cude Cople Category
el Z2on, BRSO 8} Bl ow! &3

20040 120 1.7[1.9] 2] 23] 2.1] 32]

ast Hayan |Add & tingac aocsleralor

The following template will be utilized by subject matter experts to document additional
enhancements. The same scoring and notation system will be utilized as in the above
example. Each strategy is also identified by functional area, CIC and service line.

ER MMERDED ]

VISN:
Slier

Diraciions. Rscerd ydur racommarndalions for sarvicss dslow. Codo Lhe 20commDpndalion using Ing coda kay In this 0. Prioriza Ihd most imporiant codo firsl, YOU sl ¢hoosd af
1085t 0ng coud for adcy raing. N Yoy naog mero thon thves cotlds, an aggitional column may b lnsertad,

42

APPENDIX 3 - HEALTHCARE 64 /109 PROPRIETARY AND CONFIDENTIAL

YR58



TEAM PWC METBODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

APPENDIX 3.F — CONTINUITY OF CARE DISRUPTION ASSESSMENT

The following template is an example of what may be utilized in Stage II to document the
options recommended and the physical construction implementation sequence associated
with each option. Each option will be evaluated based on the level of disruption to
continuity of care.

Coptinu(ty of Cure

Cantinnity af Cars Impact 3 Rva)
VISN, Disruption i Cars - Y/N
Sint

Insbreoilona: Idenlify the mosct of the aptlon by ohoosing the codo \hal bost (s thu alsruptien of cora

1|Easl Wesl Haven Oavolap u/gant gare gsrvicsa nt XX CBOCsy 2008 Idonlily worklood patantipl Yak

{dcniify apa¢o roquiremenie

Iganldy (urnilure and squismunt rements
Davoloa site budae:
Devalop apaces plan nasod on work flow
idonlly s(:flrq nacdn

Dovealop sonatuclign dacurpents
Racruil xtafl

Ordet ecuipmant and fumishings
Doveloo opambiondl policlar:
Cometeta construclinn
Communlcnla (ow 6ervican (o patlonta
Move in
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APPENDIX 3.G — STAGE I OUTPUYS

Research and Education
Stage ! Outputs

Site: Healthcare Study Site X

A.  Research and Education Dashboard - This would include key data points from the data collection
tool.

L.ducitian

130th

Affiliate 1 Huamae §see
Affiliate 2 1Yo or Nu
Affiliate 3

Crtzead Devis on Factor!
e Cntical Decision Factor 1
o  Critical Decision Factor 2
s Critical Decision Factor 3

B. Research and Education Description

This would include summarized information from the data collection tool.

' A Critical Decision Factor can be defined as anything that when changed has a potential impact on
Access, Quality, Cost, or Stakeholder Concerns (i.c., high dependency on medical residents, non-
transferable affiliation agreements, etc.)
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C. Critical Issues Discussion

Crtreal et -1 Please include brief name of critical issue A, Q,C, Sl

Please include discussion of critical issue and how this issue has the potential to impact
Access, Quality, Cost, or Stakcholder Input / Concems

ol oatre - Please include brief name of critical issue A Q,C,SI

Please include discussion of critical issue and how this issue has the potential to impact
Access, Quality, Cost, or Stakeholder Input / Concerns

Please include brief name of critical 1ssue AQ,C,SI

Crial Isaee 3

Please include discussion of critical issue and how this issue has the potential to impact
Access, Quality, Cost, or Stakeholder Input / Concerns

2 Indicates areas impacted if change to critical issuc. A = Access, Q = Quality, C = Cast, and S] =
Stakeholder Input
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APPENDIX 3.H — STAGE II OUTPUTS

Research and Education

Stage 1] Outputs
Site: Healthcare Study Site X
Ducet hopact Resulting: 1ot Nzanion Svategn
This section is to descsibe | This section is to deseribe This section is to discuss
how the proposed option | how this will impact the potential mitigation
directly impacts the facility in terms of the strategies to reduce the
research and education standard criteria: Access, possible negative effects of
programs (i.e., changes to | Quality, Cost, and the direct impacts.
space, programs, number | Stakeholder Input /
of residents, med Concerus.
students, affiliation
preements, etc.)
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APPENDIX 4.A — MN\»ZH.H‘H OF SPACE TOOL AND OUTPUTS

Worklcad Slorjosd W In- QOxcapsocy
Val

R Mousa Rata

19400 Sea
10,000 Saxm
19030 Sexs
14000 Sogn
10,000 Srps
50,000 Supa
19000 Seoem

100,007 Stags

10000 Sapm
3000 e
1000 Stroe
1000 S
A0 S
10,000 Sem
19000 ape
10,000 Seops
1,009 Stogm
30,000 Sopn
10,000 Stcpa

Figure A4.1 — Sample space allocation tool and output.
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Figure A4A.1 (continued) — Sample space allocation tool and output
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Yigure A4A.1 (continued) — Sample space allocation tool and output
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Figure A4A.1 (continued) — Sample space
allocation tool and output
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Figure A4A.1 (continued) ~ Sample space =
allocation tool and output Project Site Name
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A%

N
Figure A4A.2 — Sample Project Site Name *%
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(continued) —
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and site allocation
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Figure A4.3 - Sample construction project costing tool output
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Figure A4.3 (continued) - Sample construction project costing tool output

Project Site Na %
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Figure A4.3 (continued) - Sample construction project costing toal output
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Project Site Name %{
.ww.

Qoastucton Sudgst by Zone samply 3

Leqim
Bow Cassmantios noe O oo ng, DAoF 000 [ R0 0O DS snom 000 OGSF [T ROW  DASF 0,909
Precestios DA DGSF o0 0ooo  DGSF mp noN  DEs 90000 non OGS m00 000 DGEF 70,000 oW OGSF 1500/
Petley 0o OASF D000 000 DIF mp0) 0ow DA D00 B0 DA enom B0 DT mo0 00 DasF 0,000
e 00 O3 (1.0 NN DS Ly el 0N OGSF 000 Py  DasF G090 oK DOIF 2000 noew DO £30,090)
Ovmolitios| RN OGP $1.000 0ex Do 0000 VoW DG 0500 0900 DOSF E T 0400 DG SRI0 nH0 DA €100,
Dlliries S0 "o enon 000 0000 0|
O#-BRe Devetagreent 1000 0,000 o0 0000 L PRI
Shn Gpochi Dangebos €1 F: 80 = 0 & Ly
She Epecilio Coadltson 82 u 0 0 =0 0 »
St Gpeclii Comanion 83 2 « ] L ] [
Sof Coarioes sno 0,000 00 $12,000 Mo R0
Sebomio oo DR $Dp0 sRom s1P00 00|
Bubeatsl 000 30000 00K $32000 SRV €33,000]
Phasiog £ e 2 ¥ = e P ] 2 3w F T
Sedte 2t .20 2 ¢LB00 E-3 1590 x #1800 = T80 P~ f1009
Lonatian Fostas -] 1200 E su E S V) b =t E-
Rogiosal Adstmeed E] 0 -3 3LEW = [ V] - yism k-4 nex > L0
Frat Treok 2 W 2 U = new = een ™ tam VR )
Dustgn Coscingeacy 2 #Hwo 2 S0 EY nen 2 00 = 1000 2 #1000
Bt Cantingeney > S 2 o0 = W 1] O] =% L0 PR T
6 Eacalsdos P o0 2 naw ®  waw 2 > mem 2 s
/0 [ T [ ¥ ] e 108 9,390 swLiee LI 504,400
M%N CHAPTER 4 CAPITAL PLANNING 797109 PROPRIETARY AND CONFIDENTIAL



ST

TEAM PWC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

Figure A4.3 (continued) - Sample construction project costing tool output
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Figure A4A.4 - Sample schedule
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APPENDIX 4.B — CAPITAL PLANNING INPUTS TO FINANCIAL ANALYSIS

Financial analysis inputs

* The Capital Planning team populates each site-specific worksheet with key physical implementation expenditure information
including the level of capital investment and life cycle cost levels for each facility within a particular site.

» For ecach Capita) Planning option at each Site in a Study Site, the Capital Planning team The Capital Planning team provides at
least one capital plan option for each BPO developed by the healthcare study team at a study site to indicate how the healthcare
option could be implemented at the site. For non-healthcare study sites, it is the Capital Planning team who provides the range of
BPOs to be analyzed, and coordinates with the VA and Healthcare study team the provision of information indicated above.

» The Capital Planning team inputs cost estimates genecrated using the Davis Langdon Cost Model (either Rough Order of
Magnitude cost estimates or more detailed assessment depending on the site and Stage) for each of the key implementation
elements at each Site within a BPO. The costs at each site are broken into each major capital expense elements (new construction,
renovating, demolishing, temporary rental costs, etc.) and capital life cycle (or major maintenance) costs.

= These cost expenditures are input annually in  FY2005Q1 dollars throughout the individual project’s
construction/transition/demolition phase for each of the four scenarios listed above, as shown in Figure A4.1. Additional facilities
sites can be added to the analysis by simply inserting rows into the BPO Financial Analysis Tool and copying the formulas from
the rows above or below the newly-inserted rows.

» Cost escalators provided by the Capital Planning team (entered on the GenAssump worksheet see Figure A4.2) are used to convert
unescalated FY05Q1 costs info nominal dollars and will be defined for each of the capital expense elements noted above. The
capital planning team also provides cost escalators for the cost of vacant space and the cost of vacant land (defined by the
Healthcare team in FY03 dollars) which are multiplied by the amount of vacant space / land not used by the Re-use team.

» Finally, the BPO Financial Analysis Tool aggregates the overall levels of both new capital investment and life cycle costs in each
year for each of the sites in unescalated dollars and escalated (nominal) dollars after applying the appropriate escalation factors.
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Option Elememnts 20603 2004 2005 2008 2007 2008 2009 2010 s 2023

Total Investment Expense - - - - - - - - -

Facility #1

Facility #2

Construct New - - - - - - . - .

Renovate - - - - - - - - .

Temporary Rert . - - : . - 5 - :

Total Life Cycle Cost Expense - - - - - - N N -

Facility #1

Constiuct New - - - - - N N B R

Rengvate - - - - - - _ N N

Demolish - - - - - N - - N

Temporary Rent B - - - . - - - -

Fachily &2

Construct New - - - - - - - - -

Renovata - - - - - - - - N

Dernolish - - - - - N - - _

Temporary Rent - . - - - R N - -

CAPITAL COST ESCALATORS : : .
Escalators for Capital Cost Elements (Inputs in FY05Q1 3) 2003 2004 2005 2006 2007 2008 | 2009 2010 2011 2023

Constuct New 3.14% 3.14% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
Conslruct New Compounded Factor 0.9401 0.969% 1.0000 1.0500 1.1025 1.1576 1.2155 12763 1.3401 2.4068
Renovale 3.14% 3.14%{ . 5.00% 5.00% 5,00% 500%| . 5.00% 5.00% 5.00%
Renovate Compaunded Factor 0.9401 0.9838 1.0000 1.0500 1.1025 1.1576 1.2155 1.2763 1.3401 2.4068
Oemolish 3.14% 3.14% 5.00% 5.00% 5.00% 5.00% 6.00% 5.00% 5.00%
Demolish Compounded Factor 0.8401 0.3696 1,0000 1.0500 1.1025 1.1576 1.2155 12763 1.3401 2.4066
Temporary Rent 3.14% 3.14% 5.00% 5.00% 5,00% 5.00% 6.00% 5.00% 5.00%
Temporary Renf Compounded Facior 0.3401 0.9696 1.0000 1.0500 1.1025 1.1576 1.2155 12763 1.3401 2.4066
Escalators for Cost of Vacant Space / Land {Inputs in FY03 §)
Cost of Vacart Space 5.00% 5.00% 6.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
Cost of Vacan( Space Compounded Faclor 1.0000 1.0500 1.1025 1.18676 12155 1.2763 1.3401 1.4071 1.4775 2.8533
Casl of Vacanl Land 5.00% 5.00% 5.00% 5,00% 5.00% 6.00% 5.00% 5,00% 5.00%
Cosl of Vacant Land Gompounded Faclor 1.0000 1.0500 1.1025 1.1576 12155 1.2783 1.3401 1.4071 1.4775 2.6533

Figure A4B.2 — Selection of Escalation Factors for Capital Costs
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APPENDIX 4.C — INTERFACE WITH OGCS FOR NON-HEALTHCARE SITES
Inputs and Outputs VA Contractors’ CARES Study Coordination Matrix

(Comprehensive Reuse/Redevelopment Carapuses)

Team PwC CARES Reuse/Redevelopment Contractor
(OGC)
Key Inputs §| o VA or Government Furnished ¢ VA or Govemnment Furnished Infarmation
Information (GF) based on results of (GFI) based on results of VA data call
VA data call e Team PwC orientation/collaboration briefing
s OGC Orientation briefing and results o  Team PwC methodology end public
of site visii & non-V A market communication plan/protocols
overview » Team PwC analysis and synopsis of LAP
e OGC findings -- VA property and meetings and public comments
environmental baseline conditions ¢ Team PwC findings -- vacant VA Jand,
(Phase 1) buildings and Space and timing
a  OGC findings — vacant VA land and e Team PwC’s findings — VA capital
buildings (Phases 2 & 3) investment requirements
s  OGC findings -- reuse »  Team PwC’s findings — financial (cast
potential/highest & best use/non-VA effectiveness) assessment of Business Plan
market assessment (Phases 2 & 3) Options
» OGC findings — valuation of available | o  Team PwC findings — optimal on-campus or
VA property (Phases 2 & 3) off-campus location for continuing VA health
s OGC findings — potential net care requirements
rents/payments from o Team PwC findings -- VA health care
reuse/redevelopment options (Phase 3) business options
¢ OGC findings — optimal locations for »  Team PwC finding — VA “down selected”
non-VA reuse/redevelopment (Phases options
1,2, &3) o Team PwC draft and final Business Plan
¢ OGC prepared briefings »  Team PwC prepared briefings
» OGC suppori of LAP meetings ¢  Team PwC support of LAP meetings
o VA comments s Access into InVision, Team PwC’s web-
based CARES project management site
e VA comments
Key ¢ VA (CARES Team) s VA (CARES Team)
Interfaces a VA Support Team (Site/VISAN) s VA Support Team (Site/VISN)
o OGC Team »  Team PwC Capital Planning Team Leader
o OGC Team Leader/Project Manager e Team PwC Site Leader
»  Team PwC Project Management Office
Liaison on Business Plan Option development and
assessment from a re-use perspective
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Team PwC analysis and synopsis of LAP e OGC findings -- VA property and
Key meetings and public comments environmental bascline conditions (Phase 1)
Outputs Team PwC findings -~ vacant VA and »  OGC findings — vacant VA Jand and
and buildings buildings (Phases 2 & 3)
Team PwC “user metrics” and measures s  OGC findings -- reuse potential/highest &
Team PwC’s findings — VA capital best use/non-VA market assessment (Phases
investment requirements 2&3)
Team PwC’s findings -- financial ¢ OGC findings — valuation of available VA
feasibility/cost benefit of required VA property (Phases 2 & 3)
facilities e OGC findings — potential net rents/payments
Team PwC findings - sptimal on- from reuse/redevelopment options (Phase 3)
campus ar off-campus location for »  OGC findings — optimal locations for non-
cootinuing VA health care VA reuse/redevelopment (Phases 1, 2, & 3)
requirements e OGC prepared briefings
Team PwC findings — VA health care »  QCGC inputs to stakeholder communications
business options ] s OGC weekly status reporting
Team PwC finding — VA “down selected” | «  OGC Issue Identification to VA
options e OGC’s inputs 10 - financial analysis
Team PwC draft and fina) Business Plan e OGC’sinputs to — optimal on-campus or off-
Team PwC inputs to stakeholder campus location for continuing VA health
communicalions care requirements
Team PwC prepared briefings ¢ OGC’sinputs to -- VA health care business
Team PwC weekly status reporting options
Tearn PwC Issue Identification to VA e OGC's inputs 1o draft and final Business Plan
s  OGC’sinputs to Local Advisory Panel and
Siakeholder Engagement
e OGC’s inputs prepared briefings
¢ OGC’s inputs into InVision, Team PwC’s
web-based CARES project management site
CHAPTER 4 CAPITAL PLANNING 857109 PROPRIETARY AND CONFIDENTIAL

8-o008




TreAM PWC METHODOLOGY & STUDY TEAM GUIDE
VA CARES BUSINESS PLAN STUDIES

APPENDIX 5.A —TABLE OF CONTENTS FOR THE ENVIRONMENTAL
BASELINE STUDY REPORT

The following is a potential table of contents for the Environmental Baseline Study
Report required from the Re-Use teams (Team PwC or OGC) at each site. It may be
amended or reduced as a result of limited data availability. The report identifies any
critical data and/or information gaps.

Executive Summary
Table of Contents
List of Tables

List of Appendices

1.0  Introduction
1.1 Purpose
1.2 Scope of Work
1.3 Limitation and Exception/Special Terms or Conditions
2.0  Property Location and Description
3.0  Property Ownership and Use
3.1  Property Ownership
3.2  Property Use — Histoncal
3.2.1 Sanbom Maps Review
3.2.2 Histoncal Aerial Photographs Review
3.2.3 Historical Topographic Maps Review
3.3  Property Use — Current
4.0  Property Inspection
4.1  Property Building
4.2  Site Grounds .
4.3  Underground Storage Tanks
4.4  Aboveground Storage Tanks
4.5  Transformers
4.6  Asbestos and Lead-Based Paint
4.7  Indoor Air
4.8  Radioactive Materials
4.9  Motor Pools, Shops, and Laboratories Operations
4.10  Other Information
411 Facility Records
5.0  Regulatory Records Review
(This section will be completed only to the extent that the VA has this information
on hand — the Contractor is not anticipated to conduct a database search)
5.1 Federal Records
5.1.1 Comprehensive Environmental Response, Compensation and Liability Act
Information Systems (CERCLIS) Review
5.1.2 National Priorities List (NPL) Review
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5.2

6.0

8.0

9.0

5.1.3 Resource Conservation and Recovery Information Systems (RCRIS)

Review

5.1.4 Bmergency Response Notification System (ERNS)

5.1.5 Toxic Release Inventory System (TRIS) Review

5.1.6 PCB Activity Database (PADS)

5.1.7 Records of Decision Database (ROD)

5.1.8 RCRA Corrective Action Activity Database (CORRACTS)
5.1.9 Facility Index System (FINDS)

5.1.10 Hazardous Materials Information Reporting System (HMIRS)
5.1.11 Material Licensing Tracking System (MLTS)

5.1.12 Federal Superfund (NPL) Liens

5.1.13 RCRA Administrative Action Tracking System (RAATS)
5.1.14 Listed NPL Sites

5.1.15 No Further Remedial Action Planned (NFRAP)

5.1.16 Additional Federal Records

5.1.17 Freedom of Information Act (FOIA) Request

State Records

5.2.1 Registered Underground Storage Tanks

5.2.2 Leaking Underground Storage Tanks

5.2.3 Regstered Aboveground Storage Tanks

5.2.4 State Hazardous Waste Sites Review (SHWS)

5.2.5 Freedom of Information Act (FOIA) Request

5.3 Local Records

Neighboring Properties

7.0 Hazardous Materials/Waste Management

7.1 Hazardous Waste Generation, Storage, and Disposal Practices
7.2 Razardous/Regulated Materials Management

7.3 Non-Hazardous Waste Management

Sensitive Enyironmental Areas

8.1  Wetlands

8.2  Historic Value

8.3  Recreational Land Use

8.4  Future Use and Zoning

Supplemental Information and Previous Studies

9.1 Physical Setting

9.1.1 Precipitation

9.1.2 Topography

9.1.3 Regional Geology and Soils

9.1.4 Floodplains

10.0 Conclusions and Recommendations

LIST OF TABLES

Table 1. CERCLIS and RCRIS Sites
Table 2. ERNS Database
Table 3. TRIS and FINDS Sites
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Table 4. VA Spills Database

Table 5. Government Registered USTs and Abandoned USTs
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APPENDIX 5.B - CHECKLIST FOR SCREENING POTENTIAL CANDIDATE USES FOR SITES
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APPENDIX 5.C - FINANCIAL ANALYSIS INPUT AND ASSESSMENT TEMPLATES
Financial analysis inputs

= For each Capital Planning option at each Site in a Study Site, the Re-Use team will provide one or more re-use options and input
the associated net annual re-use revenues for each study year reflecting the net income to the VA from the implementation of the
re-use options considered. Such options are likely to include a range of fransaction options to re-utilize/re-use vacant space,
buildings and/or land using one or more methods of re-use management (divest, donate, enhanced use, out-lease, demolish,
reserve) at each Site.

* The Re-Use team will enter the following key data items annually into the model: the amount of vacant space (square footage) /
land (acres) that is utilized in the re-use plan; and the net income that the VA can reasonably expect to receive by implementing
that method of re-use management in FY05Q1 dollars (additional facilities and/or re-use management methods can be added to the
analysis by simply inserting rows into the model and copying the formulas from the rows above or below the newly-inserted
rows), as shown in the following mode] input table.
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Vacant Space / Laad UTILIZED BY RE-USE TEAM 2003 2003 2005 2006 2007 2008 2009 2023
Amount of Vacant Space / Land (sq- 1t/ acre) \ ' '

Faciilty #1 H '
Space ... sq.ft L. ST

Faclilty #2 ,
Spacs s 9. o "L

Faciiity #1 . '
Dhvest . ....Seace - S
Domate .. Land i S i
EnhancedUsa Space . .. T eIl :
Outdeass | \and Sl OO 2SOt OO 3 S
Dosmolish Sewme ..l oS PR SUNUUUUUULS Pt SO AT S U
Reserws . Lland . __ D S STt SOt St SR S |

Fachity 82 , " : m
Dhvest .. ... Space_ ... ... o O Sy A4 SRS S SO feeenenald
Donate . _ | Land .. S-S Nt - S AU SOl R
EnhancedUsa Space .. .. DA, .3 SO o S Ul DU SO bamammeoo I
Outloase | bad SRR, RS N
Demolish . Space ... D PO, e eaaaat d feenvoeaaTa
Reserve Land - -1 ! -\ ) -J"

* As stated above, the net cashflow revenues to the VA resulting from the re-use plans will be input annually in unescalated
FY2005Q1 dollars and may result from on or more of the following: leasing vacant space, sale of vacant land and/or buildings or
from the long term enhanced use leasing of vacant Jand/buildings. These unescalated revennes will be multiplied by the
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appropriate annual escalation factors input by the R

RE-USE REVENUE ESCALATORS {INPUTS in FY05Q1 )
Value of Vacant Space Escalators

e-Use team on the GenAssump sheet

3.14%,

5.00%-

500%  500%!

1
Pl
«
v

Divest . H 3.14%:! 5.00% 5.00%, 5.00%
Divest Compounded Factor © 09401% 09896 1.0000: 1.0500% 11025 11576 12155 12763 1.3401. 2.4066 .
Donate ! P 3.14%) 3.14% 5.00%:  5.00%; 5.00%:  5.00%: 5.00%: 5.00% 5.00%:
Donale Compounded Faclor 1039401 09696! 1.0000¢ 1.0500! 11025 11575 42155 1.2763! 1.3401! 2.4066:
Enhanced Use : T 3.14%.  3.14%. 5.00% 500%:  500%. 5.00%: 5.00% 500%. 5.00%
Enhanced Use Compounded Factor {09401 0.9896: 1.0000 ¢ 1.0500 11025« 1.1576 . 1.2155:  1.2763 ' 1.3401) 2.4066 :
Out-lease ! Y 3.14%; 3449 5.00%; 5.00%!: 500%: 5.00%; 5.00%: 5.00%: S5.00%:
Qut-lease Compounded Faclor i 09401 0.9696: 1.0000! 1.0500: 1.1025! 11576 1.2155! 12763 1.3401! 24066}
Demolish ' T 314%;  394%  S5.00%; 500%  500% 5.00%  5.00%: 500%; 5.00%
Dermolish Compounded Faclor ‘09401 0.9696: 1.0000: 1.0500 1.1025¢ 1,576 1.2155: 12783 1.3401  2.4066
Reserve B Vo 314%) 3.14%: 5.00%, S.00%! 6.00%;  5.00%; 5.00%: 500%'  5.00%)
Resarve Compounded Faclor ;090401 09696: 1.0000% 1.0500! 1.1025: 1.4576: 1.2955' 1.2763¢ 1.3401' 2.4066 :
Value of Vacanl Land Escalators y T ' § H . . . H . i
Divest : T 3.14%: 314%:  500%; S5.00%  500%: 500%  500%: 5.00%: 5.00%:
Divest Compourded Factor P 09401 09636 10000 1.0500 ¢ 11025 1.1576: 12455 12763 1.3401 ! 2.4066:
Donale : T 394%. 3.14%  500% 5.00%. 500%; 500%. 5.00%. 5.00% 500%.
Donaie Compounded Factor . 09401 08695: 1.0000: 10500 1.1025: 1.1576: 1.215§: 12763 13401 2.4066:
Enhanced Use : T 344%; 3.94%;  5.00%: 500%  5.00% 5.00%! 500%; 500% 5.00%:
Enhansed Use Compounded Factar 109401 0.9695! 1.0000: 1.0500¢ 1.1025! 1.1576: 1.2155' 1.2763 1.3401' 12,4066
Oul-lease H T 3.14%  3.34%: _ 5.00% 5.00%  500% S.00%. 5.00% 5.00%. 5.00%:
Out-lease Compounded Factor < 0.9401. 0D9696: 1.0000¢ 10500 1.1025: 115763 1.2155: 1.2763: 1.3401 . 2.4086 !
Demolish H © o 34%;  3.14%; 500%:  S5.00%: 5.00%:  $5.068%: 5.00%: 5.00%! 5.00%:
Oemolish Compounded Faclor . 09401 09536 1.0000 ¢ 1.0500! 1.1025; 11578 1.2155! 1.2763! 1.3401! 2.4086
Resarve : s 3.14%  334%; 5.00%: 5.00%:  5.00%  500%.  5.00%  500%  5.00%
Reserve Compounded Factor ¢ 09401 09695 1.0000: 10500: 1.1025. 11576 4.2155¢ 1.2763. 1.3401. 24088 .

* The Re-Use team will enter the amount of vacant space / land not utilized by the re-use plan. These values will be used to

calculate the proper cperating costs that are attributable to the vacant space / land that the VA is not using at each site.

* The Re-Use team will also enter estimated projections of site development costs for new development on re-used VA land
disposed and/or leased as well as an estimate of the number of jobs employed in the newly developed facilities. The site
development cost estimates will be input in thousands of FY'5 (unescalated) dollars. These inputs, shown below, will be utilized in

the Indicative Economic Jmpact Analysis, further discussed below.

* Finally, the mode} will aggregate the overall revenues to the VA from re-use management in cach year for each of the Sites in

unescalated dollars and escalated (nominal) dollars after applying the appropriate escalation factors.
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APPENDIX 5.D — INTERFACE WITH OGCS
Inputs and Outputs VA Contractors’ CARES Study Coordination Matrix

(Comprehensive Reuse/Redevelopment Campuses)

Team PwC

CARES Reuse/Redevelopment Contractor
(OGC)

Key Inputs

e VA or Government Furnished
Information (GFI) based on results of
VA data call

¢  OGC Crientation briefing and results
of site visit & non-V A market
overview

¢ OGC findings - VA property and
environmental baseline conditions

(Phase 1)
s OGC findings -- vacant VA lend and
- buildings (Phases 2 & 3)

¢ OQC findings ~- reuse
potential/highest & best use/non-VA
market assessment (Phases 2 & 3)

s OGC findings — valuation of available
VA property {Phases 2 & 3)

*  OGC findings — potential net
rents/payments from
reuse/redevelopment options (Phase 3)

¢ OGC findings — optimal locations for
non-VA reuse/redevelopment (Phases
1,2, &73)

e OGC prepared briefings

»  OGC support of LAP meetings

s VA comments

s VA or Govermnment Furnished Information
(GFI) based ou results of VA data call

e Tearn PwC orentation/collaboration briefing

s  Team PwC methodology and public
communication plag/protocols

s Team PwC analysis and synopsis of LAP
meetings and public comments

¢ Team PwC Bndings -- vacant VA land,
buildings and Space and timing

¢ Team PwC'’s findings ~ VA capital
investrent requirements

¢ Team PwC’s findings ~ financial (cost
effectivencss) assessment of Business Plan
Options

¢ Team PwC findings — optimal on-campus or
off-campus Jocation for continving VA health
care requirements

» Team PwC findings -- VA health care
business options

s  Team PwC finding — VA “down selected”

options

Team PwC draft and final Business Plan

Team PwC prepared briefings

Team PwC support of LAP meetings

Access into InVision, Team PwC’s web-

based CARES project management site

s VA comments
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Key + VA (CARES Team) » VA (CARES Team)
Juterfaces | » VA Support Team (Site/VISAN) » VA Support Tcam (Site/VISN)
e« OGCTeam »  Team PwC Capital Planning Team Leader
®»  OGC Team Leader/Project Manager s Team PwC Site Leader
¢ Team PwC Project Management Office -
| Liaison on Business Plan Option development and
asgessment from a re-use perspective
Key ¢  Team PwC analysis and synopsis of ¢ OGC findings -~ VA property and
Outputs LAP meetings and public comments environmental baseline conditions (Phase 1)

Team PwC findings -- vacant VA land
and buildings

Team PwC “user metrics” and
measures

Team PwC’s findings — VA capital
investment requirements

Team PwC’s findings -- financial
feasibility/cost benefit of required VA
facilities

Team PwC findings ~ optima) on~
campus or off-campus location for
continuing VA health care
requirements

Team PwC findings -- VA health care
business options

Team PwC finding — VA “down
selected” options

Team PwC draft and final Business
Plan

Team PwC inputs to stakeholder
communications

Team PwC prepared briefings

Team PwC weekly status reporting
Team PwC Issue Identification to VA

OGC findings -- vacant VA land and
buildings (Phases 2 & 3)

OGC findings -- reuse potential/highest &
best use/non-V A market assessinent (Phases
2&3)

OGC findings - valuation of available VA
property (Phases 2 & 3)

OGC findings — potential net rents/payments
from reuse/redevelopment options (Phase 3)
OGC findings — optima) locations for noo-
VA reuse/redevelopment (Phases 1, 2, & 3)
OGC prepared briefings

OGC inputs to stakeholder communications
OGC weekly status reporting

OGC Issue Identification to VA

OGC’s inputs to - financial analysis

OGC's inputs to ~ optimal on-campus or off-
campus location for continuing VA health
care requirements

OGC’s inputs to -- VA health care business
options

OGC’s inputs to draft and final Business Plan
OGC’s inputs to Local Advisory Panel and
Siakeholder Engagement

OGC’s inputs prepared briefings

OGC’s inputs mto InVision, Team PwC'’s
web-based CARES project management site
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APPENDIX 8.A - GUIDELINES FOR PUBLICITY

General Guidelines

» Local Advisory Panels and site leads will work with Jocal public affairs staff to
ensure maximum impact of local publicity

« Site leads, working with local public affairs staff, will consider all language needs for
meeting notices, based on local andiences

« All meeting notices are to be short and factual

= Proposed notices will include the following: 1) who (Local Advisory Panel); 2) what

(public meeting); 3) why (solicit stakeholder input on CARES implementation); 4)

when (time and date); and 5) where (location).

Notices should stress that public comment is being sought and valued

Notices should provide a main contact number for all further questions

Notices will include website address and mailstop

Notices are to be developed in English. In the event that foreign languages (e.g.

Spanish) are used, sitc leaders will also need to determine langnage needs for

available printed materials and notices at the meetings, as well as translators for

presentations

= All publicity will emphasize use of official channels (website, mail, testimony) is
preferred

« Publicity efforts will focus on: 1) print notices; 2) email distributions; and 3)
fiyers/leafleting

» Notices should advise potential witnesses about when and how to submit written
testimony and how to request time to present oral testimony.

Print Advertisement-Specific Guidelines

» Print notices should run in the local newspaper of record. This could mean the large
regional daily newspaper or the local community daily or weekly, depending on what
is monitored mostly closely by stakeholders.

» Notices should also run on specialty publications that reach key public interest groups

= Print advertisements should run at Jeast two weeks prior to the public meeting

»  Work with publications to explore possibility of free public service announcement
(PSA) space for ads

»« Notices are 1o be designed in black-and-white, with minimal (if any) photos and
graphics

» Notices should have sufficient “white space” to allow for the ad to be sized and
minimized when necessary

Email-Specific Guidelines

» All emails should be short — limited to one paragraph if possible
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» Full email text should fit on one computer screen, with no need for reader to scroll
down

» Emails should clearly highlight the website and mailstop

» Emails should include a compelling, factual subject line

» Email recipients’ names should NOT be included in the TO line of the email. All
recipients should be included in the BCC line to prevent spamming and revelation of
Local Advisory Panel email lists.

« Emails should be distributed to stakeholder organizations, with a request for
organizations to distribute directly to their individual membership as well

» Emails should be distributed no less than three weeks prior to the meeting, and re-
distributed each week leading up to the meeting

Flyer/Leafleting-Specific Guidelines

= All flyers should be 8 Y4 inches by 11 inches versions of the print notice
» Supplies of flyers should be distributed to all key staksholder organizations for their
. distribution

« Flyers should be printed on colored paper (no white) to attract attention

»  Flyers should be posted no less than two weeks prior to the meeting, with check-ups
to ensure that they remain posted in key locations

» Distribution of flyers should focus on common areas, public venues, VA facilities,
and other sites frequented by stakeholders
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APPENDIX 8.B - GUIDELINES FOR CHOOSING A LOCATION

Location should be familiar to stakeholder audiences in the local community

Location should be 2 public space

Location needs to be handicapped accessible

Ample public parking should be available

When possible, location should be accessible from public transportation

Auditorium site is preferred — providing for a dais for Local Advisory Panel, podium
for presenters and theater-style seating for attendees

Location should offer wide aisles for public comment period needs

Locations should be properly lit, inside and out

Location should support all needed AV needs, including amplification and necessary
presentation capabilitics

Location should provide necessary security, when appropriate

Team PwC Site leaders should work with local public affairs staff to determine media
needs at site locations

If possible, a site should be chosen with a separate entrance for members of the Local
Advisory Panel. For several reasons, it would also be desirable for the site to have an
adjacent room with a telephone that is reserved for use by Local Advisory Panel
members and staff
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APPENDIX 8.C - GUIDELINES FOR PUBLIC MEETINGS

(This is a supplement to the Local Advisory Panel OPERATIONAL ISSUES handout
provided by the VA on 2/9/05)

» Meetings should be held on weekdays/mon-holidays. Ideally, meetings will be held
during business hours (some flexibility may need to be demonstrated based on
stakeholder time availabilities, to be determined by site)

» Length of meeting will ultimately be determined by full run of show — time necessary
for all presentations to the Local Advisory Panel. The VA advises that public
meetings for most sites should be a full day.

»  Meeting schedule should allow for two to three hours for public comments

= All meetings need a defined END time that is ‘publicized prior to the meeting and

reiterated at the meeting

Short breaks should be provided every 2.5 hours

All public meetings are to be summarized in a substantive manner

American flags must be displayed on the dais of each public meeting

Meetings will provide a dais for Local Advisory Panel, podium for presenters, and

microphone stands for public comment. Note that some presenters may not be able to

stand, so at least one microphone should be available to accommodate these
presenters.

» Local Public Affairs staff, working with Site Leads, must determine needs/regulations
for assisting the hearing impaired and those for whom English is not a first language

» Local Public Affairs office working with Site Leads, must determine the needs and
specific protocols for working with the media (access to sound feeds, onsite
interviews with Local Advisory Panels, media availabilities, etc.)

» The meeting chair reserves the right to remove any individual or group of individuals
who are causing disruptions fo the proceedings
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APPENDIX 8.D - ORGANIZING A PUBLIC EVENT

Consider possible conflicts. Check to see what is on the docket in the local area.
Check the major newspapers media calendars to see if there are special issue
deadlines to keep in mind.

Consider where you might like to hold the event. Think about:

00000

Ease of access for media;

Overtones associated with the proposed site;

Cost for venue (if non-government),

Services available at venue including technology and audio/visual;
Availability of venue '

Create a timeline for svent activities and a production schedule for materials.
(Confirm that your ideal date is in the realm of the possible.)
Select and Reserve Venue

0O 0 0 Q¢

Call ASAP.
Discuss the size of available rooms and probable size of the event.
View room.
Discuss room sefup
- Audience seating (Classroom style, theatre style, tables, etc.)
- Speaker seating, podiurmn,
- Resource tables, sign-in tables (inside or outside of the room)
- Other (easels/display tables, platforms, screens, computers)
Discuss audio/visual needs
- Number of microphones
- Type/s of microphones (lapel, hand-held wireless, fixed microphones)
- If inviting TV and Radio, consider a multi-box for your podium. (A
multi-box will allow everyone to plug into a box that feeds the sound from
a single podium microphone. Makes it easier for the speakers.)
- Need for a sound mixing board
- Need for a sound tech
Confirm how event will appear on venue-created signage (for example, using
changeable signage outside of public schools)

Decide on Information Kits Contents and Design

o Determine information kit contents, which could include;
- Pressrelease
- Meeting agenda
- Speaker bios
- Speaker presentations
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- Fact Sheet on VA/CARES
- Questions & Answers on meeting topic
- Contact sheet for Local Advisory Panel, site leaders

= Create Outreach Lists

o Determine targets for outreach. Think about:
- Official stakeholder organizations
- Organizations comprised of high numbers of stakeholders
- Local elected officials
- General community leaders
- Media

o Create lists and link to dissemination vehicle
» Create/Secure Visuals for the Event

o Make decision about visuals for the event. Site leads/local public affairs staff
assumes responsibility for creating or securing, and production timelines.
Possible visuals include:

- Podium signs
- Posters/Blow up of graphics
Banners
- Custom table tent cards for speakers and/or name tags

= Event Supplies
o Cell phone
Sign-in sheets
Clipboards
Pens
Back-up supplies including stapler, scissors, push-pins, black sharpie marker,
heavy tape, scotch tape, double sided tape (fo affix signage to lectern) and giant
binder clips
Table tents for speakers table (if applicable)
o Backup computer/technology
o Flags for stage

0O 00O

o

»  Assign On-Site Responsibility
o One individual (site leader) with ultimate responsibility for total meeting
o Primary point of contact for Local Advisory Panel members
o Local public affairs staff as primary point of contact for advertising/media
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APPENDIX 8.E - LOCAL ADVISORY PANEL PUBLIC MEETING SUMMARIES

= All public meetings will be summarized

= PwC will provide draft meeting summary to VA no more than 10 business days
following receipt of draft summaries

= Record start, stop, and break times for all public meetings in real time

»« Meeting summaries will follow the same common format: 1) opening remarks and
introductions; 2) presentations; 3) public comments; and 4) synthesis of issues
presented

»  Meeting summaries will serve as written summaries of meeting remarks. Minutes
will not include speaker quotes or full text of actual remarks.

« All public testimony will be referred in the official meeting summaries.

» Site leads will be responsible for noting audience reaction, general meeting tlow,
tone, intent, and external activities to ensure proper context in meeting minutes

= Draft meeting summaries will be submitted to Local Advisory Panel Chair for
approval prior to finelization

» After Local Advisory Panel Chair approval, all meeting summearies will be posted on
the Web site
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APPENDIX 8.F - GUIDELINES FOR MANAGING PUuBLIC COMMENTS

» Local Advisory Panels will publicize the public’s ability to speak during the planned
meeting through notices in local media prior to meetings.

» Notices will clearly state that written testimony received before the meeting and
verbal public comment given during the meeting will receive equal weight.

» For planning purposes, those wishing to speak during the meeting will be encouraged
to sign-up prior to the meeting by contacting an officially designated Local Advisory
Panel representative.

= Because of mecting time constraints, the Local Advisory Panel recommends written
testimony (instead of verbal testimony) from those who wish to be heard as part of
the meeting.

» Attendees who are unable to sign up prior to the meeting will be permitted to sign up
for public comment during the meeting if time is still available. It is suggested that a
central signup sheet be made available outside the meeting room and kept by an
officially designated Local Advisory Panel representative.

» All individuals wishing to provide comment will be asked to provide their name,
address, and the group or organization they represent (if applicable).

« All public commenters must be registered on the official sign-up list before they can
speak .

» The chair of the meeting reserves the right to close the sign-up period for public
comment and should make a public announcement to that effect.

» The second half of the meeting will be reserved for public comment; attendees will
not be permitted to make public comments after each presentation during the first half
of the meeting.

« The chair of the meeting reserves the right to ask public commenters not to deliver
comments that have already been specifically made

»  Throughout the meeting, the chair of the meeting should reiterate that written
comments will hold the same weight as verbal comments

= The rules for speaking during public comment period (time limits, 0o questions, etc.)
will be detailed at the start of the meeting, at the beginning of the public comment
period, and as needed during the public comroent period.

« DPublic commenters will not necessarily speak in the order in which they signed up.
The meeting chair reserves the right to reorder the sign-up list to ensure that all points
of view are heard

« Public commenters will be called in groups of five to minimize lines in the aisles,
Commenters should be asked to avoid lingering near the microphones until their
names are called by the meeting chair

= All public commenters must be recognized by the meeting chair before they can
speak.

s Those individuals who sign up for public comment, but fail to respond when their
names are called, will forgo their opportunity to speak at the public meeting.

» Public commenters are not to approach the Local Advisory Panel, all public comment
must be delivered from the provided audience microphones.
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= At appropriate interval, the meeting chair should announce how many people remain
on the public comment list.

= All public comments from individuals will be limited to XX minutes each.

» All public comments from those officially representing stakeholder orgarnizations will
be limited to XX minutes each.

» The meeting chair will have a designated timekeeper to ensure that no public
commenter takes more time than allowed under the meeting rules

» Public commenters cannot yield their time to other audience members or to
individuals who did not sign up to make public comment

» The meeting chair reserves the right to adjust the allowable comment time, based on
time constraints

» Public commenters will not be allowed to ask presenters or the Local Advisory Panel
specific questions

= All public commenters are expected to follow general rules of decency, including no
profanity, arguments, or personal attacks. Those who do not follow these rules can be
removed from the meeting or have their speaking time taken back

= If a public commenter refuses to cede the microphone, the meeting chair reserves the
right to cut off the microphone and move to the next speaker

» [f a public commenter (or any attendee) is unruly or disruptive, the meeting chair
reserves the right to use site security to remove the disruptive commenter

= Attendees are prohibited from bringing signs, posters, and other materials that may
disrupt the administration of the meeting

« Meeting chairs are not to engage public commenters or answer their content-based
questions; meeting chairs and Local Advisory Panel members are to announce each
commenter prior to their statement and thank them at the conclusion of the statement

« The meeting chair reserves the sole right to make decisions regarding procedures and
rules of conduct not specifically addressed in these guidelines
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APPENDIX 8.G— ROLES & RESPONSIBILITIES

Develop and previde training to LAP members
and VHA lead staff to ensure understznding of
the study methodology and process

Pre-Meeting

SOW IV.C.1.4.(3).d

Provide Yaining to local VA suppoitteam
(public affairs, data, capital planning, helath
care sepvices, and finance) on the tools and
methodologies of the study. The training
should be in parellel but separate from the
LAP training.

Pre-Meeting

SOWIV.CA4b
VA OS] Project Management
Stratagy, 11.B

Develop contant and slide for public meeting
materials to be presanted by PwC Site Laad

Pre-Meating

PwC Stakeholder
Engagement Team

Send mesting matarials to LAP 1 week prior to
mestings

Pre-Measting

SOW IV.C.1.b.(8)

Prepare copies of meeting agenda to handout
to LAPs and public meeting attendees

Pre-Meeting

. . . PwC Stakehoider
Advise on execution of public meetings Meeting Engagement Team
Conduct briefings to solickt LAP members’
evaluation of maeting, gather LAP feedback |Post-Meeting_ SOWIV.C.1.6.7)
Secure fina] attendsefpublic commenter sign-
in sheets Post-Meeting
Collect Stakeholder input forms following the LAPs, Local VA
public meeting from the on-site drop box Post-Meeting_ |PAO -

Send directly or assign a designee (e.g. PAO)
to send stakehaolder input forms, letters and

testimony to central mallstop Past-Meeting

Send out meeting summaries to Stakeholder

Engagement Team Post-Mesting

Send public mesting audio receording (if

requested) to Stakeholder Team Post-Meeting
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1 Preparae tools to suppor the successful Stekeholder Engagement
implamantation for four public maetings Ceneral Mathodology
. |Provide best practices and guideilnes for Stakeholder Engagement
conduct of public mestings General Methodolegy
Provide guidslines and best practieas for Stekeholder Engagement
handling public cormmant sessions General Methodology
Previda guidslines for publicizing public Staksholder Engagemant
meetings General Msthodology
Advise Site Leaders on execution of site- Stakeholder Engagement
specific public mestings Geansral Methodology
Provida support to Site Leads for coordination
with lacal publle 2ffairs staff on Stekeholder Engagement
publicity/media/AV needs for loeal public Methodology
meelings CGeneral
Develop and pravida training to the Site Leads
lo ultimetety train LAP members and VHA lead Stakeholder Engagement
staffto ensure understanding of the study Methodology
methodology and process General
Review publle meeting materials for clarity,
|grammar, and appropriate grade level General
Aggregate and anatyze stakeholdsr input from
all venues and provide it to the LAPs for SOWIV.C.1.b.(10)
dellberation Gsneral
Maintzin records of meatings: summaries,
agenda, stakeholdar input General SOWIV.C.1.b.(4)
Establish a collaction point for stekeholder
input by mafl, manage callection process of SOW IV.C.1.b,(5)
writtan stekeholder input capture Ceneral
Maintain 2 website whare site-specific study SOW IV.C.1.d3.c, VA
progress reports and LAP defiberations are CARES Advisory Committas
availabls to the public including meeting Operating Procadures,
minutes (summaries) and other local st study Sectlon fV.C (post meeting
information Geoneral minutes)
Establish a website in which (ocal sita study VA 0S| Praject Managsment
information wilt be avaliable to all participants |General Strategy I1.C
Post updates to website Post-Meeting
Prepare a rapon of stakehalder input
comments and sand to appropriats groups Post-Msetin
Praovide raonthty progress reports to LAP
members batween raeetings by the 28th of SOW IV.C.1.d.(3).a
each month Post-Mesting  |PwC Site Leads
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Provide PwC with a perspective on previous
CARES local planning products, facllity
mission and workload, facility chinical issuss,
e anvironmemntal factors, VISN referral and cross SOW V.18
cutting issuas in order ta assist PwC In the
refinement of the aptions to be recommendad General
10 Confirm dates 2nd times for tha administrative
and public meetings Pre-Maetin PwC Stte Leads
o Subrnit racommendations for the
31 administrative and pubiic meating agendas
(including ardar end duration of witnass
tostimon Pre-Meatin PwC Site Leads
a2 Hold votes to determine panel decisions or X’:ﬂ?&gfesg:: :::;yg
tecommendations Gsaneral Procedures, Section V
Praside ovar LAP meetings and work with tha
Locel Federal Official (could be the same as VA CARES Advisory
&) 33 [the chalrifthe chalr is  senior VA manager) Committee Operating
‘ on meating agendas and prierity issues to be Procedures, Section !
3 addressed. General
A o Selact datas and imes for tha administrative
and public meetings
Participals in the development of the
. | 35 |administretiva and pubiic meeting agendas
; and provide fine} epproval Pre-Mosting
i au Symhesize issues heard during public VA comments on Staksholder
- meetings and prepare meeting summeary Engagament Methodology
g a5 Facilitats tie meetings. ensure that meetings
[ stay on schadule, and meintain orderly conduct Meeting PwC Site Loads
i | s Respansible for certifying the accumey of 2l \C/’:n?ﬁff (')A:: ;;:‘Yg
5 minutes Post-Moatin Procedures, Soction |1l
i 47 LFO sarves as VA's representative for all \éﬁ\ﬁ:&f g::};:r?g
5 matters ralstad to activities of the LAP General Procedures, Section I
Must apprave the imss and lacations aof Zﬁ:ﬁ:ﬁfesg:: :d:z;
moetings Pre-Meeling Procedures, Section 1)
VA CARES Advisary
Must approve meating agendas Committee Operating
Pro-Meetdng Pracedures, Section 1§
VA CARES Advisory
Must attend all LAP meetings Commiitee Operating
Meeting Pro¢odures, Sectian ()
Must adjourn any meebing whan he of she \é}:::&ff gd::::.'”
determines i ta b in the publc intetest Meotha Sracedres, oo
Must chair LAP mestings when so directed by \C/:n?::iﬁfes g:::ﬁ:’g
the Secretary tMesting Proceduras, Section (Il
Coordinate with PwC an maintaining meeting Z):n(\;n:,::es g:;" ;:2’9
recards and developing minutes Post-Meeting Procodures, Section Nl
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i Ve -
o]

Y
A

Respond to the PWC site teams requests for
44 |assistance and to essist the contractor's
bt understanding of site services and structure  |Ganeral
Content laags for a. Public affairs, b. LAP
support, c. Datn, d. Capital planning, 8. Health
- care semvices, f. Finance will respond to PwC
45 requests for site specific information thet VA OSi Project Management
) cannot ba obtalnad through netiona! dara Swategy, 11.B
. ‘\ systems, as well as assist in rasponse to loca)
t inquiries and regularly imteract with OSI
regarding [ocal study progress and issues Gonernl

Weekly call and short writtan repcrt will be VA OS{ Project Management
submitted to OSI Strategy. 11.8, 11.C

Identify available VA space for meefings (or

2 off-site location if required) Pre-Maeting PwC Site Leads
: LAPs, PwC Site
- Pra-Meeting  |Leads

a‘ 48 |Assess needs for AV equipment Pre-Mesting | PwC Site Leads

VA O8I Project Management
Strategy, I A

o
Fr-

Ganem|

SOW IV.C.1..3)

48 |Selact space for meeting

I 50 |Amange for AV equipment at public meeting _|Pre-Meetng  |PwC She Leads
.| 61 |Address and coordinate security Issues Pre-Meeting PwC Site Leads
Ensure that sufficient parking will be available
ol meetings Pre-Moeting PwC Site Laads
Set up of meating location Meeling PwC Stte Leads
Check with key individuals upon amival: Locat
PAO, Facilites manager, On-site securty (if
avallable), Audlo technician (if available),
computer technleian (if avallable, far
terminals), ranscriptionist (if available), LAP
Chair, Designated Faderal Officlal, On-site
madical staff (f available) Masting PwC Site Leads

£nsure thet needed suppliss are provided.
Cellphone numbers of key individuals, sign-in

e sheets for meeting attendees and witnesses,
Ny 55 clipboards, pens, gerera) supplies (markers,
clpbaerds, stapler, etc), tzbles for LAP and
X spoekers, backup computertechnology, flag

i for stage/room, pad and pens for LAP

membors, stopwateh, paper surveys IMeeting PWC Site Loads

Contact all nacessary indwiduals (see abave) |
to discuss eny issues or concems 'Mseting PwC Site Leads
Ensure site Is set up corractly, with table for
LAPR, podlum for presenters, appropriate
tachnology for presentations, all micraphanes
(LAP tzble, presenters' podium, microphone

stands) work Meefin |PwC Site Leads
Ensure U.S. Nag is cloatly displaysd in room  |Meeting PwC Site Leads
Ensure seats are RESERVED for prasenters,

all VIPs Meeling PwC Site Leads
Ensure all alsles are cloas Maoeting PwC Sita Leads
Designate a handicapped accessible seating

area Mosoting PwC Site Leads
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S N .u”m | 3 N
; ) )Mw | - Em‘: N Retyronod . !
Chel
‘ i operational Meating PwC Shte Laads
A Set up sign-n tabla(s) for both attendses and
‘ public commenters Meeting PwC Site Leads
Set up aren for meeting
! branscrptionistrecordar Maating PwC Site Leads
| 86 Monitor addifonal stgn-ins for eftandess, )
fi public cammenters Maeting PwC Site Leads
i Ensure sign-in, information tables remain
organized Meeting PwC Site Leads
Dlroct any media inguiries/Assues to Jocat PAQ Moeting PuC Sits Leads
Troubleshoot, as necessary Maeting PwC Site Leads
Seacure all supplias and technology Post-Meeting |PwC Sita Leads
Break down all lables (if necessary) Post-Masling |PwC Site Leads
Check with transcriptionisthecorder Post-Meeling | PwC Site Leads
Enswe all attendees leave site Post-RMeeting |PwC Site Leads

Ensure faclliies are in same condition as
arival

Post-Meating

[ L ee0 W oo g

PwC Sita Leads
Will coardinate all activiies with the PwC xite
taam and will interact on a reguler basis with
the OS| to assist in tha timely completion of
the study and early resolution of issuaes that
might nagatively impact this complation.
S Will work with the Federal Designatad Officlal,
| 75 Jay Halpam, and tha Local Fedaral Official

(usually the LAP chair) to ensuze that all

requlatory requirements are met.
< This leed is rasponsible for ensuring that all
78 local stakeholder contacts, inquiries, angd
written inforralion are transmitted to the PwC
site leader.

o The LAP (ead will provide the PwC sita leader
77 with stakeholder contact information as well as

idantify stakeholder groups with nown or

suspacted Interest in the lozal study

VA O8I Project Management

7 Strategy, I1.B

General

VA 0S| Projact Management
Strategy, |1.B
Geoneral

VA O8I Project Management
Strategy, lI.B
General

VA O8] Project Management
Stretegy, I.B

Genearal
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78

that VHA responds ta the contractor's

tequests for site specific informetion in &
tmely mannar. The COTR and OS! are to be
¥ept Informed regarding these requests and
addltionel information provided.

Will work with regional and national PAO office
te respond to local madia contacts and
propase regutar news releasses as the (ocal

VA O8I Project Management
Strategy, I8

VA O8I Project Menagememnt
Strategy, ILB

study proqresses Geoneral Local VA PAO
Advertise LAP meetings Pro-Meating  |Local VA PAO SOW IV.C.1.c.(1)
Creale contant for meeting publicity Pre-Mastin PwC Site Loads
Handls placement of meseting publleity Pre-Mestin PwC Sita Leads
Communicate with media Rre-Meeting  |Local VA PAO
Identify stakehalder lsts for any mallings Pra-Maeting  |Local VA PAQ SOW IV.C.1.c.(2)
Handle pfacement of meeting matenals in local
venuss IMeeting Local VA PAQ
Provida clear extemal signage direcbing
rmesting attandees to site Meetin; PwC Site Leads
Provide ¢lear internal slgnage directing
mesting atlendees o reskrooms Meetin PwC Site Leads
With PAO, determine whera loca) media will
be shuated during meeting Moeting PwC Sho Laags
Set up information teble to disseminate ail
necessary matedals Meeling PwC Shte Leads
Coordinete sudio recording of maetin Mo elin Local VA PAO
Responsible for LAP coordinetion and
81 |communication and resolution of jssuss \"s':_ags' P{"’g ? Management
betwasn PwC, LAPS and support staff General ay, HL.
92 for mesting space Pre-Meebng
Responsible for the ragular briefing of national
VSO and Congressional rapresentatives; all
03 lotal congressiomal staff brisfings vill be VA OS| Project Management
coordinated between tha local support taam Strategy, 11.C
(ead and the OS| sita laad lo ensure
consistency General
Publlcation of Federal Register Notice at (gast VA CARES Advlsoy
o4 16 days prior to public meetngs Committee Operating
Pre-Meeting Procedures, Section |V
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