DUE DILIGENCE REQUEST

To perform our due diligence review, we need you to provide materials on the attached request. The requests are organized in the following categories:
· Corporate Housekeeping (CH);
· Accounting/Financial (AF);
· Property, Plant and Equipment (PPE);
· Clinical/Compliance (CC);
· Arrangements with Physicians and Other Referral Sources (POR);
· Reimbursement (REM);
· Human Resources (HR);
· Tax (TX);
· Insurance (INS); 
· Information Systems (IS); 
· Miscellaneous (MISC); and
· Other Entities (OE).
To the extent documents are provided in a due diligence room, please label the documents according to their category and number (e.g., AF1, AF2, AF3, PPE1, PPE2, etc.).  If the documents are unable to be brought to the due diligence room, please note on the list below how and where such documents will be made available for review.






	CORPORATE HOUSEKEEPING (CH)

	DOCUMENT
	RESPONSE

	1.	Articles of Incorporation of each Medical Group certified as filed with the California Secretary of State.
	

	2.	Bylaws of each Medical Group.
	

	3.	For each Medical Group, all of the following during the last two fiscal years completed and the current fiscal year: minutes of shareholders’ meetings; minutes of board of directors’ meetings; minutes of meetings of committees of the board of directors; and written consents in lieu of shareholders’ or directors’ meetings.
	

	4.	List of states in which the Medical Groups are qualified to do business, including names and addresses of registered agents.
	

	5.	List of states, if any, in which the Medical Groups are not qualified to do business and do not file tax returns, but in which they maintain an office, inventory, or employees.
	

	6.	All names under which the Medical Groups or any predecessor thereof have conducted business.
	

	7.	List of all shareholders of the Medical Groups (including, in the case of shareholders that are entities, the identity of the ultimate owners), identifying the class and number of shares owned.
	

	8.	Copy of the Medical Groups’ stock ledgers.
	

	9.	Copies of any agreements relating to the purchase, sale or issuance of securities of the Medical Groups.
	

	10.	Copies of any agreements relating to voting of securities of the Medical Groups.
	

	11.	List of all current and past officers and directors of the Medical Groups.
	

	12.	List any subsidiaries of the Medical Groups.  If any, provide the information required in items 1 through 11 above for such subsidiaries.
	






	ACCOUNTING/FINANCIAL (AF)

	DOCUMENT
	RESPONSE

	1.	Access to 2008, 2009, and YTD 2010 detail general ledgers and summary trial balances, including cost center detail.
	

	2.	Three years consolidating statements (balance sheet and statements of income, cash flow and changes in equity or fund balances), including elimination entries and support therefore.
	

	3.	Monthly (since the most recent fiscal year end) and year to date consolidated and consolidating unaudited financial statements, with comparable statements for the prior year.
	

	4.	Operating statistics for the preceding 3 years, e.g., cap rates both commercial and senior, FTE count, physician encounter data (and how items are categorized into such statistics) and monthly management reports for the latest fiscal year and current period (for example, revenue and usage reports, medical records statistics, etc.)
	

	5. Historical income statement analysis (last two fiscal years and most recent interim period):
	

		A.	Provide a comparative analysis of patient revenue by payor and service type.
	

		B.	Provide a comparative schedule of deductions from revenue by payor and patient type and amounts attributable to changes in reserves for the historical period, reconciled to the general ledger.
	

		C.	Provide a monthly schedule of full time equivalent employee headcount for the historical period by function or department reconciled to the general ledger.
	

		D.	Provide a schedule of other income and expenses for the historical period.
	

	6.	Detail schedules of balance sheet accounts by entity as of the preceding two years and the most recent month end.
	

	7.	Listing of all non-recurring items included in income for the prior two years and current period. Consider items such as:
	

		A.	Adjustments to third-party settlement reserves.
	

		B.	Adjustments resulting from accounting changes.
	

		C.	Reduction in estimates or reserves resulting in prior-year income.
	

		D.	IBNR data and all risk poll settlements.
	

		E.	Components of other income.
	

		F.	Asset valuation accounts, including impairment of long-lived assets.
	

		G.	Management fees.
	

	8.	Schedule of all related-party or non-arm’s-length transactions.
	

	9.	All financial projections and budgets (operating and capital) prepared within the last two years (including current detailed department budgets).
	

	10.	All strategic plans and budgets for the current year and future years.
	

	11.	Summary of major accounting policies, including patient accounts receivable reserve and write-off policy.
	

	14.	Describe any and all changes in any method of accounting or accounting practices since the last audit date.
	

	15.	High-level flow charts and/or narratives describing the flow of transactions and identifying controls for each of the following systems:
	

		A.	Revenue/accounts receivable.
	

		B.	Cash receipts.
	

		C.	Purchases/accounts payable.
	

		D.	Cash disbursements.
	

		E.	Payroll.
	

		F.	Third party reimbursement (preparation of cost reports, third party exhibit reviews, etc.)
	

	16.	Organizational chart of the business office function areas including, billing, insurance and collecting.
	

	17.	Calculation of the following analytic review procedures for the preceding 2 fiscal years and current interim period:
	

		A.	Day’s Revenue in Accounts Receivable (gross and net).
	

		B.	Roll forward activity in the allowance for doubtful accounts (write-offs, provisions, recoveries).
	

		C.	Compare historical trends of bad debt provision to write-offs.
	

		D.	Compare aging by payer category.
	

	18.	Description of the reserve methodology for bad debts and IBNR reserves.
	

	19.	Analysis of how the allowance for bad debts account was estimated for the recorded balances at the most recent month-end and the two previous year-ends, (including any significant non-recurring adjustments posted to the allowance account during the respective periods).
	

	20.	The calculation of the contractual allowances on the following:
	

		A.	In-house (by type of payor if segregated).
	

		B.	DNFB (by type of payor if segregated).
	

		C.	Medicare/Medicaid Outpatient (if posted at the time of payment).
	

		D.	Managed care accounts (by type of payor if applicable).
	

	21.	Description of the reserve methodology for contractual allowances for each type of payor (both inpatient and outpatient).
	

	22.	In electronic media format (preferably 3 ½” diskettes) and hard-copy, provide the following:
	

		A.	The patient accounts receivable detail aging that was utilized to generate the most recent month end financial statements.
	

		B.	The summary accounts receivable aging report for the current month-end and the previous two fiscal year-ends.
	

		C.	Aging report of credit balances if not segregated in the summary A/R aging report.
	

		D.	The detail of write off of patient accounts for the last twelve months for all payor codes representing charity, bad debts, and contractual allowances indicating dates of service.
	

	23.	Copy of the accounts receivable write-off policy including treatment of administrative adjustments and charity policy.
	

	24.	Detail schedule supporting any global contractual accrual recorded at month-end and for the previous two year ends.
	

	25.	Schedule of patient cash collected for the three prior fiscal years and current period, matching cash collected with dates of service per fiscal year.
	

	26.	A copy of each managed care contract and the following:
	

		A.	A matrix of payment terms, including “most favored nation” clauses.
	

		B.	Format for contractual recognition with supporting schedules.
	

		C.	Recent remittance advices for the last three months to verify contractual rates.
	

		D.	Estimated vs. actual payment exception reports, if available.
	

		E.	If capitated, number of covered lives.
	

		F.	Listing of contract beginning and ending dates and renewal clauses
	

		G.	Assignment/change or ownership provisions.
	

		H.	Termination clauses (without cause notice provisions/for cause triggers).
	

	27.	Schedule of net revenue provided through managed care contracts (by payor if available).
	

	28.	Policies and procedures for managed care contracting and the process of integrating contract terms and rates to the financial systems.
	

	29.	All capitated risk contracts between the Medical Groups and payers (HMO, PPO or other) for all product lines including number of covered lives.
	

	30.	All risk-sharing agreements between the Medical Groups and other parties (IPAs, medical groups, payers, pharmaceutical companies, state or local governments, etc.)
	

	31.	Current status on all shared-risk pools including any prior-year loss carry forwards.
	

	32.	Risk pool settlement calculations for the prior three years.
	

	33.	Management agreements between the Medical Groups and third-party administrators (TPAs) and/or management service organizations (MSOs).
	

	34.	The following information relative to each managed care contract that accounts for 10 percent or more of net revenue from managed care:
	

		A.	List of all managed care contracts held by health plan and product (PPO, HMO, EPO, POS).
	

		B.	Utilization data for the most recent two years.
	

		C.	Discharges (excluding newborns), patient days, average length of stay.
	

		D.	Stop loss level provisions.
	

		E.	Number of members.
	

		F.	Contract rate by type of product and by health plan.
	

	35.	Identify all arrangements with “favored nations” provisions.
	

	36.	Identify known or expected significant rate decreases or changes in basis of payments, (i.e., coverages, per diems, etc., applicable to managed care arrangements).
	

	37.	Operational Liabilities – Provide copies or a schedule of the following:
	

		A.	Accounts payable reconciliation to the general ledger for the current month-end including the detail subsidiary ledger.
	

		B.	Report of payments to vendors for the last fiscal year end and the most current interim period.
	

		C.	Accounts payable voucher register arising from operations.
	

		D.	Aging of accounts payable by vendor for the last two fiscal year ends and the most current interim period.
	

	38.	Supporting detail schedules for the 12/31/10 and current month’s accrued salaries and wages, accrued vacation, paid time-off, extended illness banks, accrued bonuses or incentive compensation, and other compensation-related accruals. 
	

	39.	Supporting schedules for the benefit plan (401(k) or other) accrual as of the most recent month-end. Provide actuarial valuations for any defined benefit plan.
	

	40.	Supporting schedules of accruals for any self-insured insurance program. Provide the most recent actuarial valuations for any self-insured program.
	

	41.	Supporting documentation for any other accruals recorded for the most recent month-end, including but not limited to employment contracts, termination agreements, earn-out agreements, post-retirement obligations, or any other significant contracts or agreements.
	

	42.	The following breakdown of inpatient services for the last three years and for year-to-date by bed type (acute, SNF, psych, rehab, etc.):
	

		A.	Description of services and configuration by department (including bed count).
	

		B.	Discharges.
	

		C.	Charges.
	

		D.	Reimbursement.
	

		E.	Case Mix Index (if applicable).
	

		F.	Length of Stay.
	

		G.	Number of Surgeries.
	

		H.	Payor Mix (Medicare, Medicaid, Managed Care or Other).
	

		I.	Average daily census and current annual census.
	

	43.	Breakdown of outpatient services for the last three years and for the year-to-date, by:
	

		A.	Number of Surgeries.
	

		B.	Visits, visits converted into patient stays.
	

		C.	Charges.
	

		D.	Reimbursement.
	

		E.	Payor Mix (Medicare, Medicaid, Managed Care and Other).
	

	44.	Describe and provide copies of all documentation relating to restricted gifts or endowments and distribution requirements of development foundations or affiliated trusts or organizations.
	

	45.	Listing of guarantees, commitments and contingent liabilities not recorded on the balance sheet.
	

	46.	Copies of all long-term debt agreements.
	

	47.	Listing of all assets pledged as collateral.
	

	48.	Copies of debt compliance letters issued for the last two years.
	

	49.	Listing of any letters of credit, bank lines, etc.
	

	50.	List any significant contractual purchase/sale commitments. Consider the following:
	

		A.	Fixed assets.
	

		B.	Services.
	

		C.	Joint venture agreements.
	

		D.	Employment/consulting agreements.
	

		E.	Deferred compensation, etc.
	

	51.	Listing of any guarantees of debt of others including any guarantees of debt of officers, directors, physicians or others.
	

	52.	Documentation of any sale/leaseback arrangements or transactions with REITs or other organizations.
	

	53.	Listing of any assets with potential impairment issues. Provide financial statements or financial analysis, as appropriate, to support the fact that impairment does not appear to exist. Consider the following:
	

		A.	Investments.
	

		B.	Joint ventures.
	

		C.	Loans to physicians.
	

		D.	Goodwill.
	

		E.	Other intangible assets.
	

	54.	A listing of the current fair value of investments compared to carrying amounts.
	

	55.	Investment contracts and all documentation on restrictions on use of investment balances.
	

	56.	All investment statements during the current fiscal year.
	

	57.	Summary of restricted assets, or assets limited as to use.
	

	58.	Amortization schedules for recorded goodwill and other intangible assets.
	

	59.	Summary of joint venture arrangements, including ownership percentages and method of accounting (i.e., cost, equity or consolidated).
	

	60.	Aging schedule of physician receivables or loans outstanding related to income guarantees or subsidies as of the latest balance sheet date. Include description of contractual terms for forgiveness of outstanding balances.
	

	61.	Schedule of loans outstanding to employees, board members or others and copies of all documents relating thereto for the Medical Groups for the last five years.
	

	62.	Detail of all other receivables with a summary of payment terms and payment status as of the last audit date and most recent interim balance sheet date.
	

	63.	Detail of expenses and FTEs for the corporate office or similar entity with an allocation chart as to what services the corporate office provides for the benefit of the Medical Groups, etc.
	

	64.	For the current period:
	

		A.	Detailed charge description master.
	

		B.	System chart of accounts with descriptions.
	

	65.	Description of policies for recording prepaid assets and provide lists of prepaid detail supporting most recent month-end balances.
	

	66.	Inventory policies and most recent book to physical procedures and any related adjustments.
	

	67.	12/31/10 inventory schedule and valuation assumptions and confirmation of varying value at lower of cost or market.
	

	68.	Copy of the following:
	

		A.	Agreements, standing purchase orders or commitments for the purchase or lease of inventory, equipment, supplies or other personal property (including lease schedules and amortization/ repayment schedules).
	

		B.	Joint or group purchase agreements, including basis for all discounts.
	

		C.	Product maintenance and support agreements.
	

		D.	Requirements contracts.
	

		E.	Management or service agreements.
	

	69.	List of all bank accounts and description of cash management policies.
	

	70.	Monthly bank reconciliations for all cash accounts during the current fiscal year.
	

	71.	Summary of cash management policies and procedures and investment policies.
	

	72.	Copy of the Medical Groups’ rate schedules and policies regarding pricing.
	

	73.	Copy of the Medical Groups’ patient logs for past 60 days.
	

	74.	Accounts receivable agings by payor as of 12/31/09 and 12/31/10.
	

	75.	Access to patient cash receipts during 2009, 2010, an YTD 2011.
	

	76.	Access to other balance sheet reconciliations for all accounts greater than $10,000 as of 12/31/09 and 12/31/10.
	

	77.	Fixed asset register at 12/31/10.
	

	78.	Out of period revenue adjustments from third party settlement accounts during 2009 and 2010.
	




	PROPERTY, PLANT AND EQUIPMENT (PPE)

	DOCUMENT
	RESPONSE

	1.	List of real property owned or leased by the Medical Groups (or owned through a real estate venture/partnership), including location and brief description, age, acreage and total square footage.
	

	2.	Copies of all documents and agreements relating to ownership and other interests in real property related to the Medical Groups, including easements and licenses and related title insurance documents (commitments and policies), surveys, mortgages, deeds of trusts, and security agreements.
	

	3.	Copies of all leases and other material contracts relating to the use or possession of real property leased by the Medical Groups. Describe any defaults or other disputes relating to the foregoing properties.
	

	4.	Rent roll or list of all lessees of (or other persons claiming a right to sue or possess) any portion of Medical Groups’ real property.
	

	5.	With respect to real property owned or leased by the Medical Groups, provide copies of all the following (to the extent available): appraisals conducted in the last two years; surveys and/or site plans, engineering reports, structural assessments or reports, certificates of occupancy, and other governmental permits, zoning letters, guarantees or warranties relating to improvements, tax assessment notices or reports.
	

	6.	Copies of the most recent property (real and personal) tax bills and receipts showing tax bills paid relating to any property utilized by the Medical Groups.
	

	7.	Copies of notices alleging that properties are or may be in violation of local zoning or building codes or ordinances. Describe the alleged violation and the plans to correct.
	

	8.	Describe any condemnation or eminent domain proceedings pending or threatened against any property.
	

	9.	Copies of any equipment maintenance contracts.
	

	10.	Copies of preventative maintenance schedules for the Medical Groups’ equipment for the last 2 years.
	

	11.	Describe all deferred or pending maintenance projects.
	

	12.	Describe all pending or proposed construction projects. Provide copies of all material agreements relating to the foregoing including performance bonds, deposits or similar assurances.
	

	13.	Copies of contracts, options, or rights of first refusal, pursuant to which the Medical Groups acquired property, leased property, or have received rights to acquire any interest in additional property or any such arrangements pursuant to which parties have the right to acquire any interest in property owned or leased by the Medical Groups.
	

	14.	Confirm whether all facilities comply with the Americans with Disabilities Act and similar legislation. If not, provide a copy of the plan to comply.
	

	15.	Describe any zoning variances and other similar exceptions relating to the ownership, use or occupancy of any real property.
	

	16.	Identify all hazardous substances stored or present at the Medical Groups’ facilities.
	

	17.	Describe and provide map indicating the location of any and all underground storage tanks, and the capacity and contents of such tanks.
	

	18.	List and description of any and all on-site and off-site locations where the Medical Groups has stored, disposed or arranged for the disposal of materials of environmental concern.
	

	19.	Describe all waste disposal activities, including incineration, conducted at Medical Groups facilities. Provide copies of all contracts dealing with the removal, storage, handling and/or disposition of hazardous materials.
	

	20.	Copies of all environmental permits or authorizations (air, water, underground or storage tanks, etc.), inspection reports, notices of violations, other notices, audits, waste disposal manifests, Phase I or II reports or assessments relating to environmental matters, whether made internally, or by an outside consultant, and all material agreements, correspondence, notes, memoranda or files relating to the Medical Groups or the operations of the Medical Groups.
	

	21.	Copies of any documents relating to any order or investigation by any environmental agency or authority, or any other government or administrative agency or authority regarding any real property currently or previously owned or leased by the Medical Groups.
	

	22.	Copies of any correspondence with governmental entities relating to alleged violations of environmental, health or safety laws or any known or potential environmental exposure.
	

	23.	Copies of asbestos, hazardous waste and/or other environmental compliance plans.
	

	24.	Copy of the most recent Fire Marshall report relating to the facilities.
	

	25.	Copy of membership agreements or other relationships with any groups formed to coordinate facilities or services planning.
	

	26.	Copy of all capital and operating leases of equipment.
	

	27.	Detailed listing of all personal property and equipment with schedule of depreciation for book, Medicare and tax purposes.
	

	28.	List or describe any equipment or tangible assets that will not be transferred to the buyer in the proposed transaction (i.e., furniture, pictures, etc.)
	

	29.	Listing of additions to property, plant and equipment since last audit date.
	

	30.	Listing of any equipment that physicians bring to the Medical Groups with them, along with the name of the physician, the type of equipment, and any charges to the Medical Groups associated with the physician using the equipment at the Medical Groups.
	

	31.	List of medical equipment used at the Medical Groups.
	

	32.	List of mechanical equipment at the Medical Groups.
	




	CLINICAL/COMPLIANCE (CC)

	DOCUMENT
	RESPONSE

	1.	For the Medical Groups and for any supplier or provider that the Medical Groups owns, manages, controls or operates, in whole or in part, provide the following:
	

		A.	Copies of all Medicare provider certification applications, certifications and Medicaid participation agreements.
	

		B.	Copies of the three most recent Medicare surveys, statement of deficiencies and plans of correction.
	

		C.	Copies of the three most recent Medicaid surveys, statements of deficiencies and plans of correction.
	

		D.	Listing of all Medicare, Medicaid provider numbers and federal tax identification numbers.
	

		E.	List of any current or past contractor, employee or business unit that has been suspended or excluded from or threatened with suspension or exclusion from a state or federal health care reimbursement program during the past five years.
	

		F.	Describe and provide copies of all written requests for medical records, personnel files or claims information received in the past four years by a fraud or audit division or committee of a state Medicaid agency, Medicare carrier or intermediary, or commercial insurer, or by a PRO, the FBI, State Bureau of Investigation, US Attorney or the Department of Justice.
	

		G.	List all direct and indirect financial relationships (whether or not committed to writing) that exist currently or have existed in the past three years with a person (or close family member of the person) or entity that refers patients or business.
	

		H.	List all negotiations concerning direct or indirect financial relationships with referral sources that have occurred at any time during the past two years, whether or not consummated or completed.
	

	2.	Copies of all contracts related to the Medical Groups pursuant to which the Medical Groups (or any affiliate) or any of its employees participates in independent practice associations, networks, provider panels or similar arrangements.
	

	3.	Description of the Medical Groups’ integrated delivery system and all material documentation related thereto. Description should include a list of service lines owned in whole or in part by the Medical Groups or provided through an affiliate (e.g., home health, ASCs, physician practices) and a list of all provider numbers.
	

	4.	Describe any written or oral arrangements with referral sources now existing or entered into within the previous two years.
	

	5.	Schedule of any ownership interest or an investment in or by, or any kind of compensation arrangement or contracts with any health care provider or any other entity that provides any of the following products or services, or refers any patients to the Medical Groups or other operations of the Medical Groups, for the following products or services:
	

		A.	Clinical laboratory services.
	

		B.	Physical therapy services.
	

		C.	Occupational therapy services.
	

		D.	Radiology services.
	

		E.	Radiation therapy services and supplies.
	

		F.	Durable medical equipment and supplies.
	

		G.	Parenteral and enteral nutrients, equipment and supplies.
	

		H.	Prosthetics, orthotics and prosthetic devices and supplies.
	

		I.	Home health services.
	

		J.	Outpatient prescription drugs.
	

		K.	Inpatient or outpatient medical group services.
	

	6.	Schedule or any ownership or an investment in or by, or any kind of compensation arrangement or contract with a family member of a physician who refers patients to the Medical Groups or to an affiliate of the Medical Groups for services listed in A through K above.
	

	7.	List any oral or written endorsement arrangement or research/grant funding arrangement or any other financial relationship between the Medical Groups or any of its affiliates or any professional associated with the Medical Groups and any manufacturer, distributor, or supplier of drugs, biologicals or medical or health devices, including but not limited to, surgical instruments, medical supplies or pharmaceuticals.
	

	8.	Describe any member or group referral service in which the Medical Groups or any of its affiliates or any professional associated with the Medical Groups or its affiliates participates.
	

	9.	Describe any policy or provide written materials regarding the provision of free goods or services to patients or beneficiaries (e.g., “Senior Programs,” free car seats, meal discounts, room upgrades, transportation, physicals, diagnostic testing, etc.).
	

	10.	Describe any recruitment arrangement or agreement between the Medical Groups or any of its affiliates or any of its employees with any other medical group or health care provider.
	

	11.	Describe any policy, financial arrangement or payments by the Medical Groups of any of their affiliates with physicians relating to gain sharing, incentive plans, etc., that may have the effect of limiting or reducing services.
	

	12.	List and describe any and all accreditations currently enjoyed by the Medical Groups, their affiliates, the facilities or any part thereof and all professional or trade association memberships.
	

	13.	Copy of membership agreements or other relationships with PROs and other persons, which engage or may elect to engage in peer review, quality review, and utilization review or rate review procedures.
	

	14.	List the Medical Groups’ peer review organization.
	

	15.	Any corrective action plans and denial activity from the Medical Groups’ PRO.
	

	16.	List and describe:
	

		A.	The name of each current member of the Medical Groups.
	

		B.	The age of each current medical staff member.
	

		C.	The title, specialty, medical education, years in practice and affiliated with the Medical Groups, and board certification, if any, of each medical staff member.
	

		D.	The names of medical staff members (current and former) in respect of whom the Medical Groups has made a report to the National Practitioners Data Bank during the last three years.
	

	17.	Describe or provide a copy of all medical and allied health staff credentialing.
	

	18.	Copies of all policies and procedures of or affecting attending staff, nursing staff and clinical departments, including policies concerning with determination of professional groups that will be allowed access to the Medical Groups’ facilities.
	

	19.	Names of all medical staff members who are members, directors, trustees or officers of the Medical Groups.
	

	20.	Copy of the Medical Groups’ record maintenance, filing and destruction policies and procedures.
	

	21.	Copy of the Medical Groups’ record access and confidentiality policies and procedures.
	

	22.	Copies of the Medical Groups’ policies and procedures regarding abortion, sterilization, do not resuscitate orders, living wills and right to die, patient consent and AIDS.
	

	23.	Clinical/patient affairs policies and procedure manuals.
	

	24.	Copies of policies related to billing, discounts, professional courtesies or free care and waiver of deductibles and coinsurance.
	

	25.	Copy of the Compliance Plans for the Medical Groups and each of their affiliates.
	

		A.	Copy of any training/educational materials utilized in implementing and operating the Medical Groups’ compliance program.
	

		B.	Copy of any baseline audit (billing and/or legal) conducted when implementing such Compliance Plans relating to the Medical Groups or their affiliates, and a copy of all subsequent compliance audits.
	

		C.	Copy of all reports to the Compliance Plan hotline during the last three years.
	

		D.	Describe any disciplinary actions taken pursuant to the Medical Groups’ compliance program.
	

	26.	Describe all marketing and referral strategies (including any free or discounted services to patients), all contracts relating to marketing and referrals and samples of marketing and sales literature currently used to market the services and programs of the Medical Groups and their affiliates.
	

	27.	Describe any pending or threatened disputes with applicants, staff members or allied health professionals and all adverse actions taken against any medical staff member or applicant in respect of which any appeal periods have not expired or which could result in claims or actions against the Medical Groups.
	

	28.	List of all formal medical staff corrective action proceedings in last five years, all pending proceedings, and all physicians, dentists and podiatrists refused initial appointment in last five years.
	

	29.	Copies of the most recent PRO reports and physician profiles as well as all PRO correspondence threatening or imposing sanctions.
	

	30.	Describe any and all experimental or research procedures or studies involving patients conducted at the Medical Groups’ facilities. Describe the establishment of the Medical Groups’ IRB and its members. Provide copies of IRB policies and procedures.
	

	31.	Copies of any arrangements between the Medical Groups and teaching programs or similar affiliation agreements.
	

	32.	Describe any rural outreach program in which Medical Groups participates, including names of other participating facilities and physicians, program parameters and structure of relationships among providers.
	

	33.	Copies of any compliance review reports.
	

	34.	Copy of the Medical Groups’ medical staff bylaws.
	

	35.	Documentation of any sentinel events involving the Medical Groups.
	




	ARRANGEMENTS WITH PHYSICIANS AND OTHER REFERRAL SOURCES (POR)

	DOCUMENT
	RESPONSE

	1.	Patient cash collections by month for the three prior fiscal years and the most current interim period.
	

	2.	Description of information system used to manage physician contract and billing system, if applicable
	

	3.	Contracts, agreements and reports relating to physician ownership in or financial relationship with any business unit owned by the Medical Groups or their affiliates.
	

	4.	Copies of all agreements or arrangements (and describe any oral arrangements) with physicians and their related entities, including directorships, recruitment agreements, employment agreements, professional services agreements, management agreements, income guarantee subsidies, loans, leases, discounts or free services. Provide copies of documents, including appraisals, relating to the purchase by any business unit of medical practices or other physician owned assets or businesses in the last five years.
	

	5.	List the local hospitals affiliated with the Medical Groups and documents related thereto.
	

	6.	List all contracts and description of any oral agreements related to the Medical Groups where compensation, payment or other benefits is related in any manner to medical group census, cost, length of stay, profitability, volume or value of services, etc. Provide copies of any incentive-based sales or marketing agreements.
	

	7.	Copies of policies and procedures related to discharge planning and referral of patients to other providers.
	

	8.	List and describe all contracts or written arrangements with nursing homes, hospitals, home health providers, suppliers, and other medical groups or providers.
	




	REIMBURSEMENT (REM)

	DOCUMENT
	RESPONSE

	1.	Job description and resume of internal reimbursement personnel. Provide any internal reimbursement reporting or memos on the reimbursement function. Provide documentation of ongoing projects and exposure areas. Review filed versus book cost reports if different for most recent filed reports.
	

	2.	Formats for contractual recognition (with supporting schedules) and determination of contractual factors for the last three fiscal years and the current fiscal year.
	

	3.	Estimated vs. actual payment exception reports if available for the last three fiscal years and the current fiscal year.
	

	4.	Supporting work papers for any prior IBNR.
	

	5.	Available information regarding the Medical Groups’ Medicaid programs, if they are capitated programs:
	

		A.	Number of covered lives.
	

		B.	Premium rates.
	

		C.	Payment rate schedule for each system medical group.
	

	6.	Interim rate computation calculations for:
	

		A.	Capital rates.
	

		B.	TEFRA rates.
	

		C.	Routine cost limitations.
	

		D.	Medical group DSH percentage.
	

	7.	Description and information regarding any overpayment demand letters, refund requests or requests for medical records in the past four years relating to Medical Groups or their owned or managed providers or suppliers.
	

	8.	Copies of, or access to, the Medical Groups’ billing, coding, reimbursement, claims and collection policies, including without limitation, correction of reimbursement errors, identification of non-allowable costs, and audit/monitoring procedures.
	




	HUMAN RESOURCES (HR)

	DOCUMENT
	RESPONSE

	1.	Names, addresses and principal occupations of each officer and director of the Medical Groups and each of their subsidiaries and aggregate compensation at present and for the prior two years accompanied by a management organization chart.
	

	2.	List, describe and provide copies of any and all employee benefit plans.
	

		A.	Pension, deferred compensation, savings, and profit-sharing plans (including multi-employer plans).
	

		B.	Stock option plans, stock appreciation rights, and other equity based compensation plans, and long-term incentive plans (if applicable).
	

		C.	Bonus and other cash and non-cash incentive arrangements.
	

		D.	Annual cost for the last three fiscal years and the current fiscal year.
	

		E.	All management and employment agreements, confidentiality agreements, non-competition agreements, severance agreements, consulting agreements or income guarantees which apply to persons performing services on behalf of the Medical Groups (or any affiliate), and a description of any oral agreements relating to the same.
	

		F.	Welfare benefits for both active and retired employees, including:
	

		a)	Medical, surgical, vision, hearing, dental, employee assistance plans or insurance programs, group and/or universal life insurance and accidental death benefit plans, salary continuation, disability plans, severance, layoff, sick, vacation or holiday benefits, paid time off plans or programs, prepaid legal services plan, flexible benefits (health or dependent care spending account plans), and educational scholarship, apprenticeship or training programs or benefits. List any other payroll deduction voluntary insurance products available to employees (e.g., cancer and medical group indemnity policies). Provide copy of most recent monthly bill for each employee benefit plan. Provide a copy of the employee benefits material provided to new employees which sets forth the eligibility, waiting periods, benefits offered and cost of coverage. The employee contribution for coverage is the critical element here.
	

		b)	Summary plan descriptions, current benefit plan documents, IRS determination letter (including terminated plans) for each qualified plan, latest 5500’s (including schedules) and summary annual reports. Actuarial and PBGC reports for each defined benefit plan, most recent premium or rate structure for all plans, for self-insured plans, IBNR liability, results of any IRS or DOL audit within last five years. Current benefit communication material, reports providing last 12 months claims experience, premium payments, plan participation and administrative expenses, list of any individuals with total claims paid in the last 12 months over $25,000 including diagnosis, total amount paid and current diagnosis.
	

		G.	Other fringe benefits provided to employees, officers and directors, including cars, parking, or other transportation benefits, employee discounts, subsidized dining facilities, financial planning services, day care, retirement counseling services or supplemental non-qualified retirement plans, legal benefits, interest free loans, relocation programs, tuition reimbursement, club memberships, and length of service awards.
	

		H.	Specify funding method of all plans.
	

	3.	Complete list (as of the most recently available data) of names, positions, current annual salaries or wage rates, and bonus and other compensation arrangements of all full-time and part-time employees of the Medical Groups (indicating whether each employee is part-time or full-time). Also provide a listing by group for the W-2 employer. Provide a listing of employee census based on current employment, which clearly indicates the difference in employment classifications – full-time, part-time, and any other class of employee that is offered benefits. Provide the following information with the census – employee name or social security number, gender, date of birth, date of hire, position title, exempt or non-exempt status, home zip code, current benefit elections – for all coverage offered – medical, dental, supplemental life and others.
	

	4.	Schedule or roster of all employees (and volunteer staff) of the Medical Groups, segregated by business unit (including the business office and related areas – medical records, utilization review and registration), including title and specialty, work hours, years of service and age.
	

	5.	Total payroll and number of employees (actual and FTEs) for each of the last five years.
	

	6.	Copies of all employment (including letters to new hires outlining the terms and conditions of employment), non-competition and standard form agreements (e.g., invention assignment agreements, confidentiality of medical group information, drug free workplace and conflict of interest declarations) which employees are required to sign.
	

	7.	Copies of all personnel policies and manuals, employee handbooks and forms used to evaluate employee performance.
	

	8.	Describe all contractual arrangements in which employees of outside contractors regularly perform services for the Medical Groups on their premises (e.g., food, vending, security, housekeeping or laundry services).
	

	9.	Do the Medical Groups’ lease any employees? If so, provide details (both lessee and lessor arrangements).
	

	10.	Describe any and all pending or threatened employee strikes, work stoppages or slowdowns or other labor disputes, demands made for recognition of, a labor union or other organization, any collective bargaining agreements in existence or being negotiated by the Medical Groups, or any other union organizing or collective bargaining activities taking place by or with respect to any employees of the Medical Groups.
	

	11.	List of all employees under a collective bargaining agreement who are also covered by a qualified, union-sponsored plan and the names of all employees that contribute to the plan and supply a copy of all labor union contract and collective bargaining agreements to which the Medical Groups (or any affiliate) are a party.
	

	12.	Describe any and all pending or threatened unfair practice claims against the Medical Groups before the National Labor Relations Board.
	

	13.	Describe any and all pending or threatened EEOC, wage and hour, unemployment compensation, workers’ compensation or similar claims against the Medical Groups or their facilities.
	

	14.	Copies of all EEO-1 reports for the last three years.
	

	15.	Copies of all completed INS Form I-9 and related documents pursuant to requirements of the Immigration Reform and Control Act for all employees hired after November 6, 1986.
	

	16.	Describe all OSHA fines or citations imposed on or cited against the Medical Groups.
	

	17.	Complete list of employees whose employment with the Medical Groups has terminated for any reason, setting forth the reason, at any time during the 60 day period preceding the date the list of employees submitted above was prepared.
	

	18.	Description of all involuntary employee terminations within last 12 months (including name, age, race, sex, position, and date of and reason for termination).
	

	19.	List of all outside counsel and consultants that have represented any business unit relative to HR issues in the last two years and a description of the nature and extent of such representation.
	

	20.	Listing of all employees not actively at work as of the date the report is prepared. For each employee listed, provide last date worked, reason for absence (workers’ compensation claim, maternity leave, unpaid non-medical leave, etc.) and the expected return date. 
	

	21.	Copy of all insurance policies and other material documents of the Medical Groups’ unemployment insurance including name, address, and phone numbers of contacts.
	

	22.	Copy of all policies and/or documents of the Medical Groups’ workers’ compensation insurance including loss runs for the last three years and names, address and phone numbers of contacts for claim administration and insurance company.
	

	23.	Copy of any Medical Groups’ telephone directory.
	

	24.	Most recent 12 months of claims history. Provide a list of large claims – excess of $15,000 for the past two years. For each large medical claim in the past two years, provide diagnosis and prognosis. Do not disclose by name or SS# to protect confidentiality.
	

	25.	Copy of the Medical Groups’ affirmative action plan.
	

	26.	Copy of the Medical Groups’ most recent payroll run.
	




	TAX (TX)

	DOCUMENT
	RESPONSE

	1.	For the current year and each of the last three fiscal years of the Medical Groups, provide copies of any and all tax returns (Federal, state, and local).
	

	2.	Copies of revenue agent reports and other audit reports issued by the IRS or any other taxing authority.
	

	3.	Tax accrual and other tax work papers prepared or reviewed by outside accountants.
	

	4.	Last three years of unclaimed/escheatment property returns; brief summary of policy for unclaimed property and detail of any accrual for unclaimed property.
	

	5.	Tax returns of partnerships and joint ventures.
	

	6.	Payroll tax returns for each of the last two calendar years and the current year-to-date, including federal forms 940, 941 and W-3, and comparable state payroll tax forms.
	

	7.	State unemployment tax rate notices and quarterly unemployment tax contribution reports for each of the last two calendar years and the current year-to-date.
	

	8.	List of individuals to whom 1099 forms were issued as independent contractors for each of the last two calendar years and the current year-to-date, including, name, type of service provided, and amount reported on form 1099.
	

	9.	Personal property tax reports and assessed values of real property for the last three tax years.
	

	10.	IRS, state and local determination letters concerning tax-exempt status and private foundation status.
	

	11.	Amounts and sources of unrelated business income, if any.
	

	12.	Current letters or certifications concerning real estate tax exemptions.
	

	13.	A description of all loans, leases or other transactions at below market rates.
	

	14.	Ruling requests made and rulings received in the last three years other than those concerning tax-exempt status.
	

	15.	Indicate which of the tax returns described above have been audited, which are currently the subject of audit and which have not been audited.
	

	16.	All examination reports and statements of deficiencies assessed against or agreed to by the Medical Groups in the last five years.
	

	17.	Documentation relating to any and all claims ever made by a taxing authority in a jurisdiction where the Medical Groups does not or did not file tax returns that it is or may be subject to tax by that jurisdiction.
	

	18.	Describe any encumbrances on any assets of the Medical Groups that arose (and which remain unpaid) in connection with any failure (or alleged failure) to pay any tax.
	

	19.	State whether the Medical Groups have waived or agreed to waive any statute of limitations in respect of taxes, agreed to any extension of time with respect to a tax assessment or deficiency, or are the beneficiary of any extension of time within which to file any tax returns and, if so, describe the circumstances thereof.
	

	20.	Describe any and all known pending or threatened disputes or claims concerning any tax liability of the Medical Groups, either claimed or raised by any authority.
	

	21.	Copy of tax allocation or sharing agreements.
	

	22.	Copies of sales and use tax returns for all open years.
	

	23.	Copies of form 5500 filed in the past three years.
	

	24.	Description of any tax planning strategies which have been implemented and an estimate of the exposure related to each strategy.
	

	25.	Evidence of Tax Identification numbers for the Medical Groups and all related entities.
	




	INSURANCE (INS)

	DOCUMENT
	RESPONSE

	1.	Summary description of any and all litigation, arbitration or other proceedings with respect to the business of the Medical Groups to which the Medical Groups or any insurer of the Medical Groups are a party, specifying the claimed or projected damage amount and which of such proceedings are covered by insurance and which are not.
	

	2.	Copies of acceptance of insurance coverage for each insured claim described above.
	

	3.	Copies of all insurance policies covering the assets and operations of the Medical Groups.
	

	4.	Copies of all key-man insurance policies and present value calculation.
	

	5.	Financial statements and actuarial reports of all self-insurance trusts or captive insurance companies.
	

	6.	For the current and most recent four years, provide a summary of insurance coverage and copies of the following policies and contracts:
	

		A.	Professional liability insurance (primary and excess coverage policies).
	

		B.	Workers’ compensation insurance (including TPA contracts).
	

		C.	Property insurance (including quake, flood, and wind and storm coverage).
	

		D.	Auto insurance.
	

		E.	Directors and officers insurance.
	

		F.	Any and all other insurance policies of the Medical Groups (including crime, employment practices and environmental).
	

		G.	Any and all in-force service or consulting agreements with brokers, actuaries, TPA firms, loss control firms or other risk/insurance related contracts.
	

	7.	Most recent renewal applications for each of the policies listed above.
	

	8.	List and description of the pending and closed claims history (including a currently valued estimate of loss) for the subject matters of the policies listed above (not less than current plus 4 prior years). A list and description of the pending and closed claims history (including a currently valued estimate of loss) for incidents in which the Medical Groups are uninsured or underinsured.
	

	9.	With respect to any retrospective, captive, deductible or cash flow plan in force, provide a description of the plan and a copy of the last adjustment statement.
	

	10.	With respect to surety arrangements maintained by the Medical Groups, provide a list and description of the following:
	

		A.	Number of bonds outstanding.
	

		B.	Total bond amounts and largest single bond.
	

		C.	Types of bonds.
	

		D.	Names of sureties and obligors.
	

	11.	Copies of any trust fund agreements and location of and current amount of such funds.
	

	12.	Copies of all insurance reserve policies and practices (including those relating to the determination of IBNR liability), and, for the last fiscal year, actuarial or other reports, which are a part thereof
	

	13.	Payroll projection and revenue projection for the coming year, including a break out of the payroll projection by workers’ compensation class code and state.
	

	14.	List of owned or operated vehicles, separated by passenger vs. patient transport vehicles.
	

	15.	Describe any aircraft, or water craft owned or leased by the Medical Groups and landing, docking or similar rights enjoyed by the Medical Groups.
	

	16.	Indicate which properties are considered a highly protected risk (“HPR”) and which are considered a non-HPR.
	

	17.	The following values for all properties:
	

		A.	Replacement values of each building.
	

		B.	Replacement and net book values of all machinery & equipment.
	

		C.	Inventory values.
	

		D.	Estimate of business interruption/extra expense values for the next twelve months (and provide copy of the estimate worksheet).
	

		E.	Attach a copy of the current signed statement of values on file with the underwriters.
	

	18.	Copies of the latest inspection reports for all locations.
	

	19.	Describe any arrangements in which the Medical Groups contractually assume an insurance related liability for another (i.e., for a non-employee physician or contract services).
	

	20.	Describe any outstanding audits/returns or excess premiums subject to audit.
	

	21.	State whether (and, if so, describe the circumstances under which) any controlled or non-controlled captive (or other special-purpose insurance companies) have placed insurance. Attach a copy of the most current financial statement, management or business plan, actuarial reports, and correspondence with domicile regulators confirming the current standing of the Medical Groups in its domicile.
	

	22.	Copy of incident reporting procedures and medical staff insurance requirement sections of the medical staff bylaws and credentialing procedures.
	

	23.	State whether (and, if so, describe the circumstances under which) any insurance carrier has canceled or reduced, or given notice of its intention to cancel or reduce, any insurance coverage with respect to the Medical Groups’ facilities.
	

	24.	State whether (and, if so, describe the circumstances under which) there exists any grounds to cancel or avoid any insurance policies or the coverage provided thereby.
	

	25.	State whether any of the Medical Groups’ insurance carriers, current or past, has become insolvent or otherwise unable to meet its obligations to the Medical Groups.
	

	26.	Describe any errors and omissions liability to which the Medical Groups may be subject.
	

	27.	Managed Care Errors and Omissions: State whether (and, if so, describe fully) you provide any service to others which includes utilization review/credentialing/or billing services as a vendor, subcontractor, or consultant. This would include HMOs, PPOs, or any similar operation which performs all or part of these customary services.
	

		A.	Provide copies of each such contract and the last 12 months billings.
	

		B.	Provide a population census by type, by state for each contract.
	

	28.	Copy of insurance coverage summary booklet.
	

	29.	Copy of the Medical Groups’ safety manual.
	




	INFORMATION SYSTEMS (IS)

	DOCUMENT
	RESPONSE

	1.	List and agreements for all information systems hardware, software, (i.e., license agreements) and maintenance contracts. The list and agreements should encompass all entities including affiliated companies.
	

	2.	Information Systems organization chart. Include salary information and job descriptions for all positions.
	

	3.	List the primary healthcare software applications. Include software vendor, product name, date of implementation, current release and hardware platform.
	

	4.	Information on any and all internally developed software that is currently in use. Include any internal efforts at database applications and Intranet capabilities.
	

	5.	Inventory of primary servers (i.e., mainframe, minicomputers, file servers). List make, model, operating system, operating system release, and primary purpose.
	

	6.	Describe systems integration strategy. List all system interfaces, provide a schematic/data flow diagrams.
	

	7.	Describe any service agreements/outsourcing arrangements utilized by Information Systems.
	

	8.	Describe the office automation/e-mail/Internet access strategy in place or being executed.
	

	9.	Describe the organization’s Web site development/strategy.
	

	10.	Any current Information Systems strategic plans. Include any JCAHO IM plans, management presentations, etc.
	

	12.	Capital and operating budgets for the current year and any known future projections for committed information systems. Provide organization-wide depreciation/amortization estimates for IS fixed assets.
	

	13.	Describe major information systems projects initiated during the past two years, including but not limited to date initiated, expected completion date, current status, current expenditures and expenditures to complete.
	

	14.	Describe the local area network (LAN) infrastructure including, primary topology and electronics (acquisition date, vendor, make, model). Provide any schematics including wiring closets and cable drops.
	

	15.	Describe any wide area network (WAN) capabilities, including a listing of remote sites and method of connectivity (i.e., T1, Frame Relay, ISDN, etc.). Provide any schematics. Include any remote access capabilities (i.e., modem access, Citrix, etc.)
	

	16.	Telephone/Voice strategy and a description of PBX equipment. Include flow charts, illustrations and cable plans.
	

	17.	Current peripheral device (PCs, printers, and specialty devices) inventory. If available include: make, model, characteristics (i.e., CPU, memory, disk drive), network attachment and primary purpose.
	

	18.	List of any non-Medical Groups owned devices supported by IS (e.g., PCs in physicians offices).
	

	19.	Any Information Systems procedure manuals. Include operations manuals. Include any organization-wide policies on IS equipment usage, data security, data dissemination, systems access, e-mail, Internet access, etc.
	

	20.	Describe any procedures/policies in place to protect against illegal software.
	

	21.	Copies of IS Disaster Recovery Plan.
	

	22.	Describe any arrangement where the Medical Groups provide information systems for other non-related companies. Provide a copy of all agreements to provide service.
	





	MISCELLANEOUS (MISC)

	DOCUMENT
	RESPONSE

	1.	Unless identified in response to a different category in this Due Diligence Request, copies of any other material written agreements, and a list of all material agreements and commitments not reduced to writing.
	

	2.	Press clippings and releases referring or relating to the Medical Groups, if available.
	

	3.	Press releases issued by the Medical Groups.
	

	4.	Market studies, feasibility studies, analyses, and similar reports concerning the Medical Groups.
	

	5.	Analyses of the Medical Groups prepared by or for them, including marketing studies, credit reports, and other types of reports, financial or otherwise.
	


     




	OTHER ENTITIES (OE)

	DOCUMENT
	RESPONSE

	1.	For each of Hospitalist Corporation of Inland Empire, Acurus Solutions, Inc., Internal Haven Hospital LLC, and Haven Medical Center, Inc. (collectively, the “Other Entities”): copies of Articles of Incorporation, or Articles of Organization, certified as filed with the California Secretary of State.
	

	2.	The Bylaws of each Other Entity.
	

	3.	Copies of all written agreements or other documents, and descriptions of all unwritten arrangements, between any Other Entity and a Medical Group.
	

	4.	All names under which the Other Entities or any predecessor thereof have conducted business.
	

	5.	List of all shareholders or members of the Other Entities (including, in the case of shareholders or members that are entities, the identity of the ultimate owners), identifying the class and number of shares owned.
	

	6.	List any subsidiaries or parent companies of the Other Entities.  If any, provide the information required in items 1 through 5 above for such subsidiaries.
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